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I. Letter to Shareholders 

Dear Shareholders, 

In 2018 our Net Sales revenues were NT$17.88 billion. We made an operating 
income of NT$626.1 million and our net after tax was NT$618.9 million. Though 
due to the challenges coming from foreign exchange within our Private Label and 
OEM business, we exited some low margin customers; demand for our North 
American Brand, Gerber branded sanitaryware was exceedingly strong, which 
made up our revenues. 

It was a challenging first half, particularly coming from foreign exchange 
within our Private Label and OEM business. From Q3 2017 the USD had weakened 
against the RMB dollar down to its lowest point in March at 6.2336. As a company 
we were too slow to react and negotiate price increases with key customers, which 
resulted in a fall in gross margins throughout the first half of the year. As we 
rectified the problem we negotiated pricing mechanisms with our key customers to 
ensure that in future we can react with greater speed and resilience. 

Our North American Branded business also came under some pressure. 
Demand for our Gerber branded sanitaryware was exceedingly strong in the second 
half of 2017 and throughout 2018; however our internal supply chain management 
systems were too slow to react. As a result, supplies were once disrupted throughout 
the first 6 months of 2018. Our systems and processes have since been completely 
overhauled and in place which has rectified the problem and normalized supplies. 
The cost of recovery negatively impacted our profits in the first half, but we still 
managed to grow our annual sales of the brand, which demonstrates the strength 
and confidence it holds in the US market. Full year sales for our total North 
American Brands business (which includes our Danze by Gerber faucets) ended at 
NT$6.26 billion, better than the previous year. 

In the UK, PJH had a major fire in November, 2018 which destroyed one of its 
major distribution centers’ that exclusively supplied products to B&Q, putting a 
complete halt to its business with this major customer. Within two weeks it was 
operational again, and by Christmas PJH had fully recovered it trading platform 
with B&Q, this incident did not have any negative impact to NIAT (net income 
after tax) of the Group’s financial statement. Full year Sales revenues for PJH’s 
total business were NT$5.1 billion, a positive growth. 

Home Boutique revenues were NT$702 million, which was lower from the 
previous year. The challenges to expand its addressable market and to achieve 
growth in both turnover and profit has been Home Boutique’s major focus for 
recent years.  The plan includes increasing number of distribution Brands and 
growing the proportion of both online/offline retail sales which will see a more 
encouraging result from Home Boutique. 
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In November we were pleased to announce a major restructuring of our Group 
into four strategic business units, North American Brands, Global Private Brands, 
PJH and Home Boutique. 

The aim being to simplify Group business and streamline the decision-making 
process. Align the corporate, commercial and manufacturing strategies under single 
business units - to ultimately improve end to end accountability and responsibility. 
Our aim to provide a more dynamic and effective service to our customers and 
become a stronger trading partner. I am pleased to say that we are already seeing 
the benefits of these changes with a much greater understanding of the specific 
needs of each business unit and therefore as we go forward we will be able to 
ensure that they get the appropriate level of focus and support. 

The issue of the continued trade conflict between China and the US remains a 
concern that we must manage. The 10% tariffs imposed last year has been largely 
absorbed by the market. Our North American branded business has increased prices, 
in line with all other major brands. Within our Private label and OEM customers, a 
strengthening currency has helped, but we are also working with our partners to 
value engineer, where we can, and find ways of reducing costs to offset the full 
impact. Whilst this situation persists, it is difficult to predict the impact it may or 
may not have on growth in 2019, but of course we are continually reviewing the 
situation to minimize any potential impact. 

Whilst 2018 may have been a challenging year, the foundation of the business 
remains strong. We have to manage the uncertainties with the continued China/USA 
trade conflict and the fallout of Brexit in Europe, but we remain confident that the 
business will grow. 

Whilst our manufacturing footprint in China remains essential, we are 
proactively exploring other areas of the world for both our Sanitaryware and Faucet 
products to provide greater balance and to maintain our competitiveness in a global 
market. 

Finally, our people are the cornerstone of what we do and remain integral to 
our success. They have overcome some real challenges in 2018, and we will 
continue to invest time and resources to both help to develop, retain and attract 
talent to our organization. 

 
 

On behalf of Globe Union Industrial Corp., thank you for your continued support. 
 

Best wishes to you and your families. 

 

 

Chairman: Scott Ouyoung  Regards 

- 2 -



 

 

(I) 2018 Operating Performance 

1. Operating performance: 

Consolidated financial statement: 
Unit: NT$ thousand 

Year
Item 

Financial information for the most 
recent year 

2018 2017 
Operating income 17,879,120 17,910,124
Operating margin 4,894,358 5,076,134
Operating profits 626,115 977,347
Non-operating income and expenses 177,277 10,210
Net profit (loss) before tax 803,392 987,557
Net profit (loss) of continuing 
operations 618,916 706,729

Profit (loss) attributable to the 
owner of the parent company 618,220 698,342

Earnings (losses) per share (NT$) 
(after tax) 1.69 1.98

2. Budget implementation in 2018: We did not publish our 2018 financial 
forecasts. 

3. Financial structure and profitability analysis: 

Consolidated financial statement: 
Unit: NT$ thousand 

Item 2018 

Financial 
receipts and 
expenditures 

Operating income 17,879,120
Operating margin 4,894,358
Profit attributable to owners 
of the parent company 

618,220

Profitability 

Return on assets (%) 5.04
Return on equity (%) 10.25
Net profit margin (%) 3.46
Earnings per share (NT$) 1.69

Analysis of financial receipts and expenditures: 
Our gross margin decreased this year, operating margin decreased 
NT$181,776 thousand and income tax expense decreased NT$96,352 
thousand, resulting in a decrease of NT$80,122 thousand in profit 
attributable to owners of the parent company in 2017. 

Analysis of profitability:  
Due to the decrease in gross margin this year, profit attributable to 
owners of the parent company decreased compared to 2017. Due to the 
decline in profitability this year, return on assets, return on equity, net 
profit margin, and earnings per share have all decreased compared to 
last year. 
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(II) 2019 Business Plan 
1. Business direction 

(1) Continue to uphold the core value of "Stay honest and impartial, take the 
initiative, and always think about the customer." 

(2) Our vision is to fully focus on achieving excellence in all of our endeavors, 
to always fulfill our commitment to customers, and to become a partner 
that customers worldwide can easily work with. 

(3) Stay devoted to lean manufacturing management, a simplified 
organizational flowchart, and proper deployment of brands, OEM, and 
market channels in order to keep track of business opportunities from 
customers around the world. 

(4) Uphold the Globe Union spirit of "Caring for customers, employees, and 
society," and "Quality first, innovative development, and honest work." 

2. Operating targets 
(1) Continue sorting OEM customers, private-label customers, and product 

portfolio to ensure that resources are effectively concentrated in managing 
priority customers. Also, establish a transparent interaction mechanism 
with customers to build a closer strategic partnership. 

(2) Our main focus this year is brand sales: 
- Our ceramics business was unable to immediately satisfy market 

demand at the beginning of last year due to our supply chain. After 
implementing automation, developing new suppliers, and streamlining 
our front and back end supply chain processes, we have increased our 
supply in coordination with our product portfolio to meet demand in 
the fourth quarter. This year we will actively increase our service and 
product sales to customers. 

- After rebranding and actively stocking up and organizing marketing 
activities in exhibition halls last year, we look forward to reaping the 
fruits of last year's efforts and driving faucet sales with ceramics. This 
will show the effects of brand integration and increase sales volume 
and profit margins. 

(3) In light of the turmoil caused by the U.S.-China trade war and Brexit, we 
will pay more attention to improving internal operating efficiency, 
implementation and management functionality. In this way, we hope to turn 
sustainable profits and reward our shareholders appropriately with our 
earned profits. 

(4) We will continue to organize events on leadership and core values, so that 
we can create a performance-oriented corporate culture through personnel 
development and replenishment, and thereby achieve sustainable 
development. 

3. Production and sales strategy 
(1) Related business groups were integrated in the organizational restructuring 

starting in the fourth quarter last year, and marketing and production 
strategy are now part of the same business unit. By integrating the 
production and sales management system, we will categorize our 
customers and product portfolios in an effort to refocus our resources to 
strengthen relations with strategic customers and business growth, 
providing more flexible and effective services to customers. 
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(2) Over the past two years, even though we gained good results from working 
with mainstream brands in response to changes in the market structure, it 
was not enough to overcome the negative impact of U.S.-China trade 
tensions on the market. Hence, we will focus on the development of our 
global supply chain and improving our manufacturing efficiency to 
enhance our competitiveness. 

(3) We rearranged our new product development process through 
organizational restructuring, in hopes of staying up-to-date on market 
demand and trends through more immediate and simple means. The 
structural interchangeability among products will be optimized while 
alternative materials and value-added product mechanisms will continue to 
be researched and developed, so as to enhance our product competitiveness 
and improve our customer services. 

(4) Under the pressure of operating costs, we will continue to introduce new 
automated and system equipment to improve efficiency and lower unit 
cost. 

4. Future development strategy 
(1) We will adjust our strategies according to consumers' preference and 

market segmentation, taking advantage of the capabilities of brand owners 
with their operation sites and brand power to help us design and 
manufacture products, and for maximized correspondence and 
collaboration with brand owners. 

(2) R&D has the following priorities: 
- We will more frequently interact with factories and the industrial 

practitioners in order to further optimize our key processes and introduce 
new techniques. 

- As far as development of products is concerned, we will continue 
improve the price-performance ratio of our brand, combining ideas such 
as environmental protection, green energy (increase the use of substitute 
materials), living aesthetics, smart technology, and development of 
advanced products in order to satisfy the modern demand for a green and 
stylish lifestyle to set Globe Union apart from other brands. 

(3) We will continue to develop and expand the market with our major 
customers and distribution channels, and upgrade sales channels to become 
the strategic partner of our major customers. 

5. Impact from external competition, regulatory environment, and overall 
business environment 
China is the primary manufacturing base of the Globe Union Group. With 
constantly growing labor costs, however, the production advantages from the 
early days of China are gradually disappearing. We have gained considerable 
benefits from the continued automation of some production processes. 
Automation will be expedited in the future. Production costs will be reduced 
through savings on manpower and lean management. Due to the effect of 
politics on the market, we have actively evaluated the possibility of expanding 
our supply chain overseas and gaining a global presence. Furthermore, we have 
established a clear pricing system with major customers, and will continue to 
innovate in terms of substitute materials and designing optimized product 
structures, so that we can steadily turn a profit. 
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In response to the rising environmental awareness in recent years, we are 
proactively paying attention to and keeping track of various laws and 
regulations and environmental protection requirements that appear on the 
markets, and are proactively researching and developing alternative materials 
and exploring energy-saving products to answer to the rising awareness among 
consumers about health and environmental protection. With regard to 
manufacturing, regulations governing the production site or quality of 
materials used in the products (such as dust brought about by the plating 
process for hardware products and production of ceramics) are becoming 
increasingly stringent. Believing in sustainable development, we continue to 
invest in clean equipment that address issues such as energy conservation, 
water pollution, and waste treatment. In terms of ceramics, residual heat from 
kilns and relatively environmentally friendly alternative energies are used for 
the purpose of energy conservation and carbon reduction, and they provide a 
better ecological environment. We have also improved the work environment 
for our employees to strengthen their commitment. 
Dealing with the overall harsh and competitive management environment 
(such as the uncertainty in the international political arena), the Company's 
brand image regarding its production and R&D foundation and advanced 
network and distribution system continues to run deep in the heart of 
consumers, despite the changes in the production costs and regulations. 
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II. Company profile 
 

(I) Date of Incorporation：October 29, 1979 

(II) Company History: 
1979：Globe Union Industrial Corp. established in Taipei as a general importer 

and exporter with a paid-in capital of NT$2 million. 
1985：Began specializing in the trading of bathroom hardware. 
1993：Created the private brand Gobo 
1995：Acquired "Sheng Lin Industrial Co., Ltd." to reduce costs and consolidate 

production and sales. After the merger and capital-increase, total capital 
increased to NT$139 million. 

1997：Established Shenzhen Globe Union Industrial Corp. in China to expand 
our overseas production base. The Company specializes in the production 
of faucets and bathroom accessories. 
Public listing approved. 

1999：Created the private brand Danze. 
Listed on the O.T.C. 
The Company invested in Globe Union Canada Inc. in Canada, which 
specializes in the sale of faucets and bathroom accessories. 

2000：Publicly listed on the stock exchange. 
 The Company invested in Globe Union America Inc. in the US, which 
specializes in the sale of faucets and bathroom accessories. 
The Company acquired Aquanar Inc. in Canada, which specializes in the 
production and sale of electronic faucets. 

2002：Established "Shenzhen Globe Union Enterprise Co., Ltd." in China. 
The Company invested in Fusion Hardware Group Inc. in the US, which 
specializes in the sale of furniture hardware products. 

2003：Acquired Gerber Plumbing Fixtures, LLC in the US, which specializes in 
the production and sale of bathroom ceramics. 
 Acquired "Milim G&G Ceramics Co., Ltd." in China. The company 
specializes in the production and sale of bathroom ceramics. 
 The Company acquired Arte En Bornce, S.A.DE C.V. in Mexico, which 
specializes in the sale of faucet products. 

2004：Acquired Lenz Badkultur GmbH & Co.KG. in Germany, which specializes 
in the sale of faucet products. 

2005：Shenzhen Globe Union Industrial Corp. publicly listed as A-share on the 
Shenzhen Exchange in China. 

2006：Acquired "Home Boutique International Co., Ltd." The company 
specializes in wholesale/retail high-end kitchen appliances and bathroom 
accessories. 

 Acquired "Anderson R.O. Technology Co., Ltd.". The company 
specializes in the manufacture and sale of water purifiers. 
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2007：Established "Qingdao Globe Union Technology Industrial Corp." The 
company specializes in the production of faucets, showers and hardware 
fittings. 
Established "Qingdao Lin Hon Precision Industrial Corp." The company 
specializes in the production of faucets, showers and hardware fittings. 
The Company acquired PJH Group Holding Company Ltd. in the UK, 
which specializes in kitchen and bathroom product channel management. 

2009：US subsidiary Gerber wins Best Water-Saving Toilet, Bathroom Solutions 
Innovation Awards, and the National Awards for Successful Corporate 
Restructuring and Recovery. The subsidiary Danze receives the 
Innovation Award in the Faucet Products category. 
"Shen Zhen Globe Union Industrial Corp." receives "High-Tech 
Enterprise Certification." 

2012：New high-value kitchen and bathroom product R&D center established at 
corporate headquarters. 

2013：The Group undertook a major asset swap and restructuring. After the 
restructuring, the Group now owns 100% of Shenzhen Globe Union 
Enterprise Co., Ltd., Qingdao Globe Union Technology Industrial Corp., 
Qingdao Lin Hon Precision Industrial Corp., and Qingdao Chenglin Imp. 
& Exp. Trading Co., Ltd. 

2015：The fifth ceramics kiln line and the fourth high-pressure separation and 
casting line of Milim G&G Ceramics Co., Ltd. were completed, and 
production officially began. 

2016：Andrew Yates took the post of President of the Group and completed the 
handover process as professional manager. 
Qingdao Lin Hon Precision Industrial Corp. was sold. 
The brand Gobo used in China was transfered. 

2018：Qingdao Globe Union Technology Industrial Corp was sold. 
We restructured our Group into four strategic business units, North 
American Brands, Global Private Brands, PJH and Home Boutique. 
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III. Corporate Governance Report 

(I) Organization chart: 
1. Organization structure: 

 

Shareholders Meeting 

  Board of Directors  

 Audit Committee

Internal AuditorChairman of the Board

General Manager

North American Brands
(NAB)

Global Private Brands 
(GPB) PJH (UK)

Operation 
Headquarters 

GERBER 
PLUMBING 
FIXTURES

LLC

Milim G&G 
Ceramics Co., Ltd

Globe Union 
Germany GmbH & 

Co.KG

GLOBE UNION
SERVICES, INC.

Shenzhen Globe 
Union Enterprise 

Co.Ltd

Sales/Marketing

Finance/IR/Legal

HR

RD / IP

Home Boutique
(Taiwan) 

Remuneration Committee

Globe Union 
(Canada) Inc.

Danze Inc. 

IT

 
2. Business and functions of main departments: 

Department Function 

Remuneration 
Committee 

To establish and conduct regular review of the policies, systems, standards, 
and structures for performance appraisal and remuneration of the Company's 
directors, supervisors and managers. 

Audit 
Committee 

Main operations mainly aim to supervise: 
1. Fair presentation of the financial reports of Lite-On Technology 

Corporation. 
2. The hiring (and dismissal), independence, and performance of certificated 

public accountants of Lite-On Technology Corporation. 
3. The effective implementation of the internal control system of Lite-On 

Technology Corporation. 
4. Compliance with relevant laws and regulations by Lite-On Technology 

Corporation. 
5. Management of the Company's existing and potential risks. 

NAB NAB carries out manufacturing and marketing under Globe Union's 
self-owned brands Gerber and Danze by Gerber, and is linked to the 
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Department Function 
manufacturing end of ceramic products (Milim G&G Ceramics Co., Ltd.). 

GPB GPB carries out OEM and sales and is linked to the faucet hardware 
manufacturing end (Shenzhen Chengshi). 

PJH PJH's main area of business is logistics and after-sales services for bathroom 
and kitchen products. 

Home 
Boutique 

Home Boutique's main area of business is products of high-end international 
bathroom and kitchen brands sold in Taiwan. 

Head Office 
The Head Office formulates group-level business strategies, manages finances 
and intellectual property, develops core technologies, and handles product 
design, human resources, and information technologies. 
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Major shareholders of corporate shareholders: 

April 2, 2019 

Name of institutional shareholder Major shareholders of corporate shareholders 

Ming-Ling Co., Ltd. Scott Ouyoung, holding 99.93% of shares. 
 

Profile of directors and supervisors  (II) 

  Qualifications 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Name 

Has at least 5 years of work experience and 
meets the following professional 

qualifications 

Meets the independence criteria 
(Note) 

um
ber of other Taiw

anese public com
panies concurrently serving 

as an independent D
irector 

A lecturer or 
higher 
position in a 
Department of 
Commerce, 
Law, Finance, 
Accounting, or 
other 
academic 
department 
related to the 
business needs 
of the 
company in a 
public or 
private junior 
college, 
college or 
university 

A judge, public 
prosecutor, 
attorney, 
certified public 
accountant, or 
other 
professional or 
technical 
specialist who 
has passed a 
national 
examination and 
been awarded a 
certificate in a 
profession 
necessary for the 
business of the 
company 

Have 
work 
experienc
e in the 
area of 
commerce
, law, 
finance, 
or 
accountin
g, or 
otherwise 
necessary 
for the 
business 
of the 
company

1 2 3 4 5 6 7 8 9 10

Ming-Ling Co., 
Ltd. 
(Representative: 
Scott Ouyoung) 

           0 

Ming-Ling Co., 
Ltd. 
(Representative: 
Hsien Ou Yang) 

          0 

Ming-Ling Co., 
Ltd. 
(Representative: 
Wen-Mei Yiu) 

       0 

Ming-Ling Co., 
Ltd. 
(Representative: 
Chi-Keung 
Chung) 

       1 

Chin-Shan 
Huang       0 

Young-Sheng 
Hsu       0 

Yi-Chia Chiu       2 
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(Note) "v" indicates whether a director or supervisor met any of the following criteria in the two years before he/she 
was elected or during the term of office. 

(1) Not an employee of the company or any of its affiliates. 
(2) Not a director or supervisor of the Company or any of its affiliates (This does not apply to cases where the 

person is an independent director of the company, its parent company, or any subsidiary in which the company 
holds, directly or indirectly, more than 50% of the voting shares). 

(3) Not a natural-person shareholder who holds shares, together with those held by the person's spouse, minor 
children, or held by the person under others' names, in an aggregate amount of one percent or more of the total 
number of issued shares of the company or ranks as one of its top ten shareholders. 

(4) Not a spouse, relative within the second degree of kinship, or lineal relative within the fifth degree of kinship, 
of any of the above persons described in the preceding three subparagraphs. 

(5) Not a Director, Supervisor, or employee of a corporate/institutional shareholder that directly holds five 
percent or more of the total number of issued shares of the company or ranks as one of its top five 
shareholders. 

(6) Not a Director, Supervisor, manager or shareholder holding five percent or more of the shares of a specified 
company or institution that has a financial or business relationship with the company. 

(7) Not a professional individual who, or an owner, partner, Director, Supervisor, or manager of a sole 
proprietorship, partnership, company, or institution that, provides commercial, legal, financial, accounting 
services or consultation to the company or to any affiliate of the company, or a spouse thereof. excluding 
members of compensation committee who exercise power in accordance with Article 7 of 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. 

(8) Not having a marital relationship, or a relative within the second degree of kinship to any other Director of the 
company. 

(9) Does not meet any of the conditions stated in Article 30 of the Company Act. 
(10) Not elected as a government or corporate representative, as described in Article 27 of The Company Act. 

 

 
Policy on diversification of Board members and implementation: 
The Corporate Governance Code of Practice stipulates that: 
Chapter III  Reinforcing Functions of the Board of Directors 
Section 1  Structure of the Board of Directors 

Article 20  (Overall Expected Capabilities of the Board of Directors) 
The Board of Directors shall provide guidance on the Company's strategies, supervise the 
management, be responsible for the Company and its shareholders, and shall ensure that it 
exercises its functions following the requirements of applicable laws and regulations and 
the Articles of Association or decisions made during shareholders' meetings with regard to 
the respective operations and arrangements of the corporate governance system. 
The Board of Directors shall have a structure consisting of at least seven members to meet 
the practical operational demand depending on the management and development scale of 
the Company and the holding status of major shareholders. 
Diversity shall be considered in the composition of Board members. Directors who are 
also managers in the Company may not take up more than one-third of all seats. In 
addition, appropriate diversity policies shall be stipulated reflective of the Company's 
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operation status, operational pattern, and developmental needs, which shall include, 
without limitation, the following two major aspects: 

(I) Basic requirements and values: Gender, age, nationality, and culture. 
(II) Professional knowledge and expertise: A professional background (e.g., law, 

accounting, industry, finance, marketing, or technology), professional skills, and 
industry experience. 

Board members shall be equipped with knowledge, skills, and attainments generally 
required for performing their tasks. In order to accomplish the preferred governance goals 
of the Company, the Board of Directors shall generally be equipped with the following 
capabilities: 

I. Ability to make sound business judgments. 
II. Ability to perform accounting and financial analysis. 
III. Ability to manage a business. 
IV. Ability to handle crisis management. 
V. Industrial knowledge. 
VI. An international market perspective. 
VII. Leadership ability. 
VIII. Decision-making ability. 

 
    Core diversity parameters 
 
 
Name of Director 

Gender Operational 
management

Leadership 
and 

decision 
making 

Industrial 
knowledge 

Finance 
and 

accounting 
Law

Scott Ouyoung Male      

Chi-Keung Chung Male      

Hsien Ou Yang Male      

Wen-Mei Yiu Female      

Chin-Shan Huang Male      

Young-Sheng Hsu Male      

Yi-Chia Chiu Male      
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Manager's name and the distribution of employee bonus 
December 31, 2018 Unit: NT$ thousand 

 
Title Name Share 

value 
Cash value 

(Note) Total 
Percentage of total 

bonuses to net profit 
after tax 

(％) 

M
anagers 

President Andrew Yates 

0 2,950 2,950 0.48

Vice President Tsung-Min Chen 
Vice President Shu-Chi Lee 
Assistant Vice 
President Lei-Hui Lee 

Assistant Vice 
President Jung-Chao Lin 

Assistant Vice 
President 

Bhor-Chaou 
Chang 

Assistant Vice 
President Ming-Sheng Wei 

Head of 
Accounting Min-ling Wang 

Note: Proposed distribution of employees' remuneration approved by the Board of Directors on 
March 11, 2019. 

Note: Provide the employee remunerations distributed through the Board of Directors to the 
managers in the most recent year (including equities and cash); if they cannot be estimated, 
calculate the value intended to be distributed this year according to the actual value 
distributed last year. 
Net profit after tax refers to the net profit after tax from the most recent individual financial 
report. 
Pursuant to Order Tai-Cai-Zheng-San-Zi No. 0920001301 dated March 27, 2003, the scope of 
managers is as follows: 

(1)  President and equal position 
(2)  Vice President and equal position 
(3)  Assistant Vice President and equal position 
(4)  Head of the Financial Department 
(5)  Head of the Accounting Department 
(6)  Other persons with the authority to manage the Company's affairs and sign 

agreements on behalf of the Company. 
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(IV) Corporate Governance Practices: 

1. Operation of the Board of Directors:  
The term for the 16th-term Board of Directors runs from June 26, 2015 through to May 24, 
2018. 
The term for the 17th-term Board of Directors runs from May 25, 2018 through to May 24, 
2021. 
The Board of Directors met 12 times (A) during 2018 and as of the date of this report. Board 
attendance was as follows: 

Title Name 

Attendance 
(voting and 
non-voting) 

in person 
(B) 

Attendance 
by proxy 
(times) 

Actual 
attendance 

rate (%) 
[B/A] 

Notes 

Chairman 
Scott Ouyoung 
(Ming-Ling Co., Ltd. 
Representative) 

12 0 100 
Reelected on May 25, 
2018 

Director 

Su-Hsiang Ou Young 
Chang 
(Ming-Ling Co., Ltd. 
Representative) 

3 0 30 

Reelected on May 25, 
2018 
Director dismissed on 
February 20, 2019 
(Should attend 10 
meetings) 

Director 
Hsien Ou Yang 
(Ming-Ling Co., Ltd. 
Representative) 

2 0 100 
Appointed on 
February 20, 2019 
(Should attend 2 
meetings) 

Director 
Shei-Saint Chen 
(Ming-Ling Co., Ltd. 
Representative) 

0 0 0 

Reelected on May 25, 
2018 
Director dismissed on 
June 1, 2018 (Should 
attend 5 meetings) 

Director 
Chi-Keung Chung 
(Ming-Ling Co., Ltd. 
Representative) 

11 1 91.67 
Reelected on May 25, 
2018 

Director 
Wen-Mei Yiu 
(Ming-Ling Co., Ltd. 
Representative) 

6 1 85.71 
Appointed on 
6/1/2018 (Should 
attend 7 meetings) 

Independe
nt Director Chin-Shan Huang 11 1 91.67 

Reelected on May 25, 
2018 

Independe
nt Director Young-Sheng Hsu 12 0 100 

Reelected on May 25, 
2018 

Independe
nt Director 

Yi-Chia Chiu 6 5 50 
Reelected on May 25, 
2018 
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Other disclosures: 
I. Resolutions stipulated in the Article 14-3 of the Securities and Exchange Act or other 

resolutions with dissenting or qualified opinions given by independent directors that are 
recorded or stated in writing should state dates of the Board meetings, resolution content, 
opinions of all independent directors, and the Company's response: Please refer to IV. 
Corporate Governance Practices (XI) Important Resolutions of the Board of Directors in the 
Most Recent Year (pages 70-76). 

II. When there are recusals of independent directors due to conflicts of interests, names of the 
directors, contents of resolutions, reasons of recusals, and voting participation should be 
stated: N/A. 

III. Programs this year and in the most recent year for strengthening the functionality of the 
Board (for example, set up an Audit Committee, improve transparency, etc.) and assessment 
of execution: 
1. The Company's Articles of Association has formulated Rules of Procedures for Board of 

Directors Meetings in accordance with the Regulations Governing Procedure for Board of 
Directors Meetings of Public Companies. Amendments were subsequently approved by 
the Board on November 11, 2014 to strengthen Board effectiveness. 

2. The Remuneration Committee was established on December 21, 2011 to strengthen our 
corporate governance by formulating and regularly reviewing the remuneration for 
directors, supervisors, and managers. 

3. Assessment of execution: To improve the transparency of the Company, after each 
meeting of the Board, the key resolutions are immediately posted to the Market 
Observation Post System website and periodically announced on the Company website to 
protect shareholders' interests. 
 

- 27 -



 

 

2. Operation of the Audit Committee: 
The term for the 1st-term Audit Committee runs from May 25, 2018 through to May 24, 
2021. 
The Audit Committee met 7 times (A) during 2018 and as of the date of annual report 
publication. The attendance was as follows: 

Title Name Actual 
attendance (B)

Attendance by 
proxy (times) 

Attendance 
rate (%) 

(B/A) (Note) 
Notes 

Independent 
Director 

Young-Sheng 
Hsu 

7 0 100 Convener 

Independent 
Director 

Chin-Shan 
Huang

7 0 100  

Independent 
Director 

Yi-Chia Chiu 3 4 42.86  

Other disclosures: 
I. The date of the Board meeting, the term, contents of the proposals, resolutions of the 

Audit Committee, and the Company's handling of the resolutions of the Audit Committee 
shall be recorded under the following circumstances in the operations of the Audit 
Committee meeting. (Please see the following description for details) 
(I) Items specified in Article 14-5 of the Securities and Exchange Act. 
(II) In addition to matters above, other resolutions that have not been approved by the 

Audit Committee but have been passed by a vote of two-thirds or more of the entire 
Board of Directors: None. 

II. The Independent Directors' avoidance of interest motion should indicate the names of the 
Independent Directors, content of the motion and reasons of avoidance of interest as well 
as the involvement in voting: N/A. 

III. Independent directors' communication with internal auditors and CPAs (shall include 
major items, methods, and results of communication regarding the Company's financial 
position and business operations): 

The Auditing Office periodically submits audit reports to independent directors for 
review, and reports to directors during Board meetings. 
CPAs and chief auditors are invited to attend periodic Audit Committee meetings, and 
related supervisors are also invited as needed. CPAs summarize governance items 
reviewed in financial reports, and communicate with the Audit Committee via writing or 
in person. Meetings are to be arranged depending on the circumstances if there are other 
issues about operation or internal control that require immediate discussion. 
Please visit our website for communications among independent directors, supervisors, 
the head of auditing, CPAs, and the head of accounting: 
ttp://www.globeunion.com/gb/page.php?key=investor&class=web 
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Resolutions of the Audit Committee 

Audit 
Committee 

Board of 
Directors 

Details of the meeting and 
subsequent developments 

Results of 
Audit 

Committee 
resolutions 

The 
Company's 
response to 

Audit 
Committee 
opinions 

1st-term 
1st meeting 
2018.07.03 

17th-term 
2nd 

meeting 
2018.07.03 

1. Base date of capital increase 
through issuance of new 
shares by exercising the 
conversion of employee 
warrants. 

All members 
attending the 
meeting 
approved. 

None. 

2. The Company's engagement 
in transactions of derivatives.

1st-term 
2nd meeting 
2018.08.03 

17th-term 
3rd 

meeting 
2018.08.03 

1. Consolidated financial 
reports for the second quarter 
of 2018. 

All members 
attending the 
meeting 
approved. 

None. 

2. The Company's routine 
evaluation of CPAs' 
independence. 

3. Base date of capital increase 
through issuance of new 
shares by exercising the 
conversion of employee 
warrants. 

4. The Company's engagement 
in transactions of derivatives.

5. Company application for 
bank loan. 

1st-term 
3rd meeting 
2018.10.08 

17th-term 
4th 

meeting 
2018.10.08 

1. The Company's proposal to 
buy back stocks for 
cancellation of shares. 

All members 
attending the 
meeting 
approved. 

None. 

2. Base date of capital increase 
through issuance of new 
shares by exercising the 
conversion of employee 
warrants. 

3. The Company's engagement 
in transactions of derivatives.

4. Company application for 
bank loan. 

1st-term 
4th meeting 
2018.11.07 

17th-term 
5th 

meeting 

1. Consolidated financial 
reports for the third quarter 
of 2018. 

All members 
attending the 
meeting 

None. 
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Audit 
Committee 

Board of 
Directors 

Details of the meeting and 
subsequent developments 

Results of 
Audit 

Committee 
resolutions 

The 
Company's 
response to 

Audit 
Committee 
opinions 

2018.11.07 2. The Company's engagement 
in transactions of derivatives.

approved. 

1st-term 
5th meeting 
2018.12.14 

17th-term 
6th 

meeting 
2018.12.14 

1. The Company's 2019 Group 
Operating Plan and budget. 

All members 
attending the 
meeting 
approved. 

None. 

2. 2019 Annual Audit Plan. 
3. Base date of capital increase 

through issuance of new 
shares by exercising the 
conversion of employee 
warrants. 

4. The Company's engagement 
in transactions of derivatives.

5. Company application for 
bank loan. 

1st-term 
6th meeting 
2019.03.11 

17th-term 
7th 

meeting 
2019.03.11 

1. The Company's 2018 
Business Report and financial 
statements. 

All members 
attending the 
meeting 
approved. 

None. 

2. Revisions of some articles in 
the Company's Procedure for 
the Acquisition and Disposal 
of Assets. 

3. Base date of capital increase 
through issuance of new 
shares by exercising the 
conversion of employee 
warrants. 

4. Record date of reduction of 
treasury stock. 

5. Lifting of the non-compete 
clause for directors. 

6. The Company's engagement 
in transactions of derivatives.

7. Company application for 
bank loan. 

1st-term 
7th meeting 
2019.03.29 

17th-term 
8th 

meeting 

1. Earnings distribution All members 
attending the 
meeting 

None. 2. 2018 Statement of Internal 
Control. 
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Audit 
Committee 

Board of 
Directors 

Details of the meeting and 
subsequent developments 

Results of 
Audit 

Committee 
resolutions 

The 
Company's 
response to 

Audit 
Committee 
opinions 

2019.03.29 3. Amended some articles of the 
Company's Operating 
Procedures of Fund Lending 
and Endorsement Assurance 
Guidelines. 

approved. 

4. The Company's engagement 
in transactions of derivatives.

 

Communications among independent directors, supervisors, the head of auditing, CPAs, and 
the head of accounting 

Date Meeting Main Points of Communication Recommendations 
and results 

2018.02.27 Communicati
on Meetings 

Audit of the 2017 financial statements 
I. Explanation from the CPA 

1. Key points of the audit report. 
2. Main reason for the decrease in operating 

expenses. 
3. Income tax expense description. 
4. Description of the effect of updates to 

IFRS9, IFRS15, and IFRS16. 
5. Description and reminder of law changes. 

II. Other discussion items 

 
 
No objection 
No objection 
 
No objection 
 
No objection 
 
No objection 
N/A 

2018.04.03 Board of 
Directors 

Internal audit report for the first quarter of 2018: 
Audit plan achievement rate and deficiencies and 
abnormalities in audit items 

 
No objection 

2018.05.03 Board of 
Directors 

Consolidated financial reports for the first quarter of 
2018 No objection 

2018.05.25  The General Shareholders' Meeting elected new directors, abolished the position of 
supervisor, and established an Audit Committee in accordance with the law. 

2018.07.03 

Audit 
Committee 
Board of 
Directors 

Internal audit report for the second quarter of 2018 
Audit plan achievement rate and deficiencies and 
abnormalities in audit items 
Status of the IFRS 16 implementation plan 

 
No objection 
 
No objection 

2018.08.03 Audit 
Committee 

Audit items of the 2018 Q2 financial statements 
Explanation from the CPA 
I. Contents of the Customer Statement 
II. Scope of Group Audit 
III. Audit report prepared by the CPA 
IV. Sales revenue (including gross margin) 
V. Analysis of operating expenses 
VI. Analysis of non-operating income and expenses 
VII. Law updates 
VIII. Other discussion items 

 
 
No objection 
No objection 
No objection 
No objection 
No objection 
No objection 
No objection 
N/A 
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Date Meeting Main Points of Communication Recommendations 
and results 

2018.08.03 

Audit 
Committee 
Board of 
Directors 

Consolidated financial report for the second quarter of 
2018 No objection 

2018.10.08 

Audit 
Committee 
Board of 
Directors 

Internal audit report for the third quarter of 2018 
Audit plan achievement rate and deficiencies and 
abnormalities in audit items 
Status of the IFRS 16 implementation plan 

No objection 

2018.11.07 

Audit 
Committee 
Board of 
Directors 

Audit items of the 2018 Q3 financial statements 
Explanation from the CPA 
I. Contents of the Customer Statement 
II. Scope of Group Audit 
III. Audit report prepared by the CPA 
IV. Analysis of sales revenue and profit margin 
V. Analysis of operating expenses 
VI. Analysis of non-operating income and expenses 
VII. KAM identified using the key audit matter 

identification form 
VIII. Law updates 
IX. Other discussion items 
 
Consolidated financial report for the third quarter of 
2018 

No objection 
No objection 
No objection 
No objection 
No objection 
No objection 
No objection 
 
No objection 
N/A 
 
No objection 

2018.12.14 

Audit 
Committee 
Board of 
Directors 

Internal audit report for the fourth quarter of 2018 
Audit plan achievement rate and deficiencies and 
abnormalities in audit items 

Discussed and approved the 2019 Annual Audit Plan 

 
No objection 
 
No objection 

2019.03.11 

Audit 
Committee 
Board of 
Directors 

Audit of the 2018 financial statements 
Explanation from the CPA 
I. Matters of communications with the corporate 

governance department and management 
(I) CPA independence 
(II) Contents of the Customer Statement 
(III) Scope of Group Audit 
(IV) Key audit matters (KAM) 
(V) Audit opinions of the CPA in 2018 

II. Ernst & Young Data Analysis 
III. Securities and exchange law update 
IV. Overseas Holding Company – Effects of the 

Draft Economic Substance Code 
 
2018 consolidated financial reports and standalone 
financial reports 

 
 
 
No objection 
No objection 
No objection 
No objection 
No objection 
No objection 
No objection 
No objection 
 
 
No objection 

2019.03.29 

Audit 
Committee 
Board of 
Directors 

Internal audit report for the first quarter of 2019 
Audit plan achievement rate and deficiencies and 
abnormalities in audit items 

 
No objection 
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Supervisor participation in Board affairs: 
The term for the 16th-term Board of Directors runs from June 26, 2015 through to May 24, 
2018. 
The Board of Directors met 4 times (A) during 2018 and as of May 25, 2018. The 
attendance was as follows: 

Title Name 
Actual 

attendance 
(B) 

Actual 
attendance rate 

(%) 
(B/A) 

Notes 

Supervisors 

Chi-Chuan Chung 2 50%
(Representative, Rui-Fu 
International Investment Co., 
Ltd.) 
Dismissed on May 25, 2018 

Chih-Wei Lin 3 75%

Mei-Hui Kao 4 100%

Other disclosures: 
I. Composition and responsibility of supervisors: 

(I) Supervisors, employees and shareholders' communication (for example, communication 
channels, methods, etc.): 
The Company's employees and shareholders can contact the supervisors by phone, letter 
or e-mail. 

(II) Supervisors' communication with internal auditors and CPAs (for example, 
communication over the Company's financial and business status-the methods and 
results, etc.): 
1. The head of auditing submitted the audit report to the supervisors the month after 

the audits were completed. The supervisors filed no objections. 
2. The head of auditing attended regular Board meetings and presented the audit 

report. The supervisors filed no objections. 
3. The supervisors may discuss the audit results with the accounting firm through the 

head of auditing. 
4. Communication meetings with the CPA, independent directors, head of accounting, 

and head of auditing on the Financial Report. 
Periodically: The CPA should communicate with independent directors, supervisors, 

chief internal auditor, and the head of accounting regarding the 
implementation status and outcome of the inspection following the Annual 
Inspection Report. 

Non-periodically: Meetings are to be arranged depending on the circumstances if 
there are other issues about operation or internal control that require 
immediate discussion. 

II. If a Supervisor voices an opinion in the Board of Directors meeting, describe the date of 
the Board meeting, term of the Board, agenda items, resolutions adopted by the Board, 
and actions taken by the company in response to the opinion of the Supervisor: N/A. 
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4. Composition, duties, and operation of the Remuneration Committee: 

Members of the Remuneration Committee 

Identity 
Type 

(Note 1) 

Qualificati
ons 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Name 

Has at least 5 years of work 
experience and meets the 

following professional 
qualifications 

Meets the independence criteria 
(Note 2) 

N
um

ber of other public com
panies in w

hich the m
em

ber also serves as a m
em

ber of their 
rem

uneration com
m

ittee 

Notes 
(Note 3)

A
n instructor or higher position in the departm

ent of com
m

erce, law, finance, 
accounting or other departm

ent related to the business needs of the C
om

pany in a 
public or private junior college or university 

A
 judge, public prosecutor, attorney, certified public accountant, or other 

professional or technical specialist 
w

ho has passed a national exam
ination and been aw

arded a certificate in a 
profession necessary for the business of the C

om
pany

H
ave w

ork experience in com
m

erce, law, finance, or accounting or a profession 
necessary for the business of the C

om
pany 1 2 3 4 5 6 7 8 

Independent 
Director 

Chin-Shan 
Huang 

     0  

Other 
Chao-Tang 
Yue 

     4  

Independent 
Director 

Yi-Chia 
Chiu 

     2 

3rd-term 
committee 
member 
Term to 
July 2, 
2018 

Other 
Kuan-Chun 
Wang 

     0  

Note 1: Identity type shall be filled-out as director, independent director, or others. 
Note 2: If any member meets any of the following criteria in the two years before being elected or appointed or 

during the term of office, please mark with "v" in the corresponding boxes below each code. 
(1)Not an employee of the company or any of its affiliates. 
(2) Not a Director or Supervisor of the Company or any of its affiliates. The same does not apply, however, 

in cases where the committee member is an independent Director of the Company, its parent company, 
or any subsidiary in which the Company holds, directly or indirectly, more than 50 percent of the voting 
shares. 
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(3)Not a natural-person shareholder who holds shares, together with those held by the person's spouse, 
minor children, or held by the person under others' names, in an aggregate amount of one percent or 
more of the total number of issued shares of the company or ranks as one of its top ten shareholders. 

(4) Not a spouse, second degree kin or closer, or a direct blood relative of third degree or closer to anyone 
listed in the preceding three subparagraphs. 

(5) Not a Director, Supervisor, or employee of a corporate/institutional shareholder that directly holds five 
percent or more of the total number of issued shares of the company or ranks as one of its top five 
shareholders. 

(6) Not a Director, Supervisor, manager or shareholder holding five percent or more of the shares of a 
specified company or institution that has a financial or business relationship with the company. 

(7) Not a professional person, business owner, partner, Director, Supervisor, or manager of any 
sole-proprietorship, partnership, company, or institution providing commercial, legal, financial, or 
accounting services or consultations to the company or any of its affiliated companies; nor a spouse of 
anyone listed herein. 

(8) Does not meet any of the conditions stated in Article 30 of the Company Act. 
Note 3: If the member is a director, please specify whether the member meets provisions provided by Paragraph 5, 

Article 6 of 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". 
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Roles and Responsibilities of the Compensation Committee 
To improve corporate governance and the Company's director and manager remuneration 
system, perform the following duties, and submit recommendations to the Board of Directors 
for discussion: 
(I) Stipulates and reviews regularly the compensation policies, systems, standards and 

structures, and performance of directors and managers. 
(II) Regularly reviews and adjusts directors' and managers' remuneration. 

Operation of the Remuneration Committee 

(I) The current Remuneration Committee has 3 members. 
(II) Term of 3rd-term committee members: From July 6, 2015 to May 25, 2018 

Term of 4th-term committee members: From July 3, 2018 to May 24, 2021 

The Remuneration Committee held 4 meetings (A) in 2018 and as of the date of this report. 
The qualifications and attendance of the committee members are as follows:  

Title Name 
Actual 

Attendance
(B) 

Attendance 
by proxy 
(times) 

Attendance 
rate 
(%) 

(B/A) 

Notes 

Convener Chin-Shan 
Huang 4 0 100 Continued to serve on the 

4th-term committee 
Committee 
member 

Chao-Tang 
Yue 3 1 75 Continued to serve on the 

4th-term committee 

Committee 
member 

Yi-Chia 
Chiu 1 0 100

3rd-term committee 
member 
Term to July 2, 2018 
Should attend 1 meeting 

Committee 
member 

Kuan-Chun 
Wang 4 0 100 Continued to serve on the 

4th-term committee 

Other disclosures: 
I. In the event that a Remuneration Committee proposal is rejected or amended in a 

board of directors meeting, please describe the date and session of the meeting, details 
of the agenda, the board's resolution, and the way the company handled the 
Remuneration Committee's proposals (describe the differences and reasons, if any, 
should the board of directors approve a solution that was more favorable than the one 
proposed by the Remuneration Committee): N/A. 

II. If a member voted against or had reservations on record or in writing regarding any 
resolution passed by the Remuneration Committee describe the date of committee 
meeting, term of the committee, agenda item, opinions of all members, and actions 
taken by the company in response to the opinion of members: N/A. 
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Date of 
Remuneration 

Committee 
meeting 

Details of the meeting and 
subsequent developments 

Opinion of the 
Remuneration 

Committee 

The 
Company's 
response to 

Remuneration 
Committee 
opinions 

3rd-term 
11th meeting 
2018.02.27 

1. Approved the proposed 
remuneration for directors, 
supervisors, and employees in 
2017. 

Proposal approved 
as proposed by all 
members in 
attendance. 

None. 2.Reviewed the year-end bonuses 
for managers in 2017. 

3.Established the remuneration to 
Audit Committee members. 

4th-term 
1st meeting 
2018.08.03 

1.Reviewed the year-end bonus the 
president in 2017. 

Proposal approved 
as proposed by all 
members in 
attendance. 

None. 

2.Reviewed the employee bonuses 
proposed by managers in 2017. 

3.Reviewed the proposed salary 
raises in 2018. 

4.Discussed the Remuneration 
Committee's work plan for 2019.

4th-term 
2nd meeting 
2018.11.06 

1.Disbursement of manager 
separation pay. 

Proposal approved 
as proposed by all 
members in 
attendance. 

None. 

2.Reviewed the proposed salary 
raises for vice presidents. 

Proposal approved 
as proposed by all 
members in 
attendance after the 
reasons for the raise 
were supplemented. 

Provided 
supplementary 
descriptions 
according to 
the 
instructions of 
committee 
members. 

3.Reviewed the proposed salary for 
the new vice president. 

This case still needs 
further negotiation, 
and members in 
attendance 
approved to include 
it in the agenda for 
further discussion. 

After 
negotiations 
are completed, 
a meeting will 
be convened to 
review the 
proposal. 
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Date of 
Remuneration 

Committee 
meeting 

Details of the meeting and 
subsequent developments 

Opinion of the 
Remuneration 

Committee 

The 
Company's 
response to 

Remuneration 
Committee 
opinions 

4th-term 
3rd meeting 
2019.03.11 

1.Approved the proposed 
remuneration for directors and 
employees in 2018. 

Proposal approved 
as proposed by all 
members in 
attendance. 

None. 

2.Acknowledged the Company's 
2018 year-end bonus distribution 
proposal for managers. 

Proposal approved 
as proposed by all 
members in 
attendance. 

None. 

Extraordinary motions:   

1.The Financial Division 
acknowledge salary raises for 
assistant vice presidents. 

Proposal approved 
as proposed by all 
members in 
attendance. 

None. 

2.Committee Member Wang 
proposed: Review the director 
and managers' remuneration 
policy, system, standards, and 
structure in the next meeting in 
accordance with the 
Remuneration Committee 
Charter. 

All members 
attending the 
meeting approved. 

Included in the 
meeting 
minutes as 
instructed by 
the 
chairperson 
and will be 
proposed in 
the next 
meeting. 

3.Committee Member You 
proposed: Year-end bonuses of 
managers should be reviewed 
and approved by the 
Remuneration Committee before 
being distributed. 

All members 
attending the 
meeting approved. 

Included in the 
meeting 
minutes as 
instructed by 
the 
chairperson 
and will be 
handled 
accordingly in 
the future. 
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ed
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m
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d 
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r m
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em

en
t. 
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D
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 w
at

er
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pp

ly
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itc
he

d 
ov

er
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 p
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e 
ta

p 
w

at
er
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e 
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pe
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en
 m
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ed
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ll 
w

at
er
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ire
m

en
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 c
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 d
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p 

w
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er
. 

Fo
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w
 n
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io
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l p
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ie
s. 

Th
e A

dm
in

is
tra

tio
n 

D
iv

is
io

n 
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ed
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w
ar

ni
ng
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e 
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ite
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 m
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e 
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 b
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r o
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 d
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ric
tly
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 b
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. D
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io
n 
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en
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 p
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El

ec
tro

ni
c 
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ce

ss
 c
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tro

l 

A
pp

ly
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le
ct

ro
ni
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ce
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 c
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tro
l t

o 
pr
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en

t a
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ho
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ce
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lo
w
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pp

lic
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le
 

ac
ce

ss
-c

on
tro

l r
eq

ui
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m
en
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f t
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C

om
pa

ny
. 
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 e
m
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ee
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 c
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en
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ite
d 

ac
ce

ss
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at
io
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r s
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ci
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ce
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 re
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va
l f

ro
m
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n 
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t 
m

an
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, d

iv
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io
n 
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r 
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gh
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an
ki

ng
 o

ffi
ci

al
. 

A
cc

es
s c

on
tro

l r
ec
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 m
ai
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ai

ne
d.

 
O

nc
e 

an
 e
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pl

oy
ee
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lo

ng
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es
s i
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ed
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te
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vo
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 p
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le
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si
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at
ed
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el
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ed
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le
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ce
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r g
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g 
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e 
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 b
e 
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d 
an
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 d
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m
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an
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 e
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r p
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se
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 p

er
so

nn
el

 a
nd

 p
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ve
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n 

th
e 

w
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s m
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t f
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n 

Se
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se
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Th
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se

cu
rit
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ke
n 
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t b
e 
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ed
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n 
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 w
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 d
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ef

fe
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 o
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f l
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re
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e.
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en
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en
t 
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 c
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 re
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r c
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 c
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 p
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 p
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r p
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e 

au
to

m
at

ic
 in

sp
ec

tio
n 

ch
ec

kl
is

t a
nd

 a
sk

 o
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 p
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Fa
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ie
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er
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ug
e 
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t c
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 c

om
pl
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e 
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s r
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e 
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Ite
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re
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ul

ly
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d 
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d 
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rif

ie
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f e
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cu
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ed
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e 
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an
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. 
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9 
Ze
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en
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at
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 b
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er
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un

it 
sh
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ol
lo
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re
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er
al
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ne
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 m
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 c
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pe
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rs
 

of
 d

et
ai

ls
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 p
ay

 a
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or
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fir
e 

op
er

at
io

ns
 b

eg
in

, d
es

pi
te
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e 
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ct

 th
at

 a
 

fir
e 

op
er

at
io

n 
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s b
ee

n 
ap

pl
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d 
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r a
nd

 
ap
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ed
. 

A
ll 

da
ng

er
 so

ur
ce

s a
re

 to
 b

e 
re

m
ov

ed
 fr

om
 

th
e 

fir
e 

op
er

at
io

n 
ar

ea
, a
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 a
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 w
ith

 
fa
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ng

 sp
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ks
 a
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 m
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ito
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at
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ll 
tim

es
. 

Fi
re

 e
xt
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is
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rs
 sh
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l b
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bl
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 th
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w

or
kp

la
ce

 a
nd

 re
ad

ily
 a

cc
es

si
bl

e.
 

B
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ed
 o

n 
th

e 
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s s

ho
w

n 
on

 th
e 

fir
e 

op
er

at
io

n 
ce

rti
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at
e,

 sa
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 m
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t t
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n 

si
te

 a
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m

e-
ef

fe
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iv
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s o

f t
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op

er
at

in
g 

ce
rti

fic
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e 
ar

e 
ch

ec
ke

d 
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om
 ti

m
e 

to
 ti

m
e.

 

10
 

C
on

tra
ct

or
 

sa
fe

ty
 a

nd
 

he
al

th
 

de
cl

ar
at

io
n 

H
av

e 
co

nt
ra

ct
or

s c
ar

ef
ul

ly
 re

ad
 

th
ro

ug
h 

th
e 

do
cu

m
en

t b
ef

or
e 

si
gn

in
g 

it 
an

d 
as

k 
qu

es
tio

ns
 in

 
ad

va
nc

e 
if 

th
er

e 
is

 a
ny

 a
re

a 
th

at
 is

 
un

cl
ea

r t
o 

th
em

. 
R

ea
ch

 a
n 

ag
re

em
en

t r
eg

ar
di

ng
 

co
ns

tru
ct

io
n 

sa
fe

ty
 a

nd
 h

ea
lth

 
re

qu
ire

m
en

ts
, a

nd
 c

on
fir

m
 

pr
e-

co
ns

tru
ct

io
n 

pr
ot

ec
tio

n 
an

d 
po

st
-c

on
st

ru
ct

io
n 

cl
ea

nu
p 

up
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si
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g 
of

 a
 c

on
tra

ct
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C
on

tra
ct

or
s s

ha
ll 

ab
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e 
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 re
qu
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m

en
ts

 
fo

r s
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et
y 

m
an

ag
em

en
t a

nd
 p

ro
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de
 

op
er

at
or

s w
ith

 n
ec
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ry
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ro
te

ct
iv

e 
eq

ui
pm

en
t a

nd
 d

ev
ic

es
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Th
e 

co
ns

tru
ct

io
n 

m
an

ag
em

en
t 

de
pa

rtm
en
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sa

fe
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 m
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en
t 

de
pa
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en
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 m
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 p
ro

te
ct

io
n 

re
qu

ire
m

en
ts

 a
re

 fu
lfi

lle
d 

to
 w

ar
ra

nt
 

co
ns

tru
ct

io
n 

be
fo

re
 it

 b
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d 
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k 
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m
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n.
 

Th
e 
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nt

ra
ct

or
 m

ay
 b

e 
or

de
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op

 
w

or
k 
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m
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ia
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 th

e 
ev

en
t o
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ea
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 o
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et

y 
an

d 
he
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th
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io
ns
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at
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 b
e 
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ke

n 
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r o
th

er
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m
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ud
e 

m
an
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d 
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pr
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em
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y 
a 
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ve

n 
de
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e 
an

d 
te
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of

 c
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at
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 b
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.
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p.

 E
st

ab
lis

h 
a 

3-
tie

r s
af

et
y 

ed
uc

at
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a 
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 p
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 c
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 c
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r c
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 c
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 p
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s o
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 c
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r d
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tin

ui
ng
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 m

ak
e 

im
pr

ov
em

en
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n 

w
at

er
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an
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no

is
e 
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llu
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n.

 

Em
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on
ito

re
d 

on
lin

e 
an

d 
lin
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d 
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e 
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vi
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en
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l p
ro
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n 
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vi
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nm
en
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l f
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to

rs
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 in
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te
d 
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ye

ar
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 b
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is
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e 
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em
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. W
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w
at

er
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 re
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R
ec
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g 
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pr
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e 
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e 
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at
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 c
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 b
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 b
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 b

e 
us

ed
 

fo
r r

es
ou

rc
e 

sa
vi

ng
, a

nd
 th

e 
ou

ts
ta

nd
in

g 
7S

 u
ni

ts
 a

re
 to

 b
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 d
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ev

en
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in
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co
ns

er
va

tio
n 
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l p
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 C
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op
os

ed
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en
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n 

pr
od
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 c
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en
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or
ga
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n 
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 p
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m
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n 
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g,

 w
at

er
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 b
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. K

iln
 re
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 h

ea
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s r
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re
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. E
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 e
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ct

ric
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ui
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en
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ed

. R
ec
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im

ed
 w

at
er
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 k

iln
s a
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 k

no
w

n 
fo

r t
he

ir 
hi

gh
 e

ne
rg

y-
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vi
ng

 p
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fo
rm
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En
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 su
ch

 a
s d
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m
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ll 
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e 
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e 
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 c
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s d
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e 

"E
th

ic
al

 C
or

po
ra

te
 M

an
ag

em
en

t 
Pr

in
ci

pl
es

."
 

A
ss

es
se

d 
ar

ea
s 

Im
pl

em
en

ta
tio

n 
st

at
us

(N
ot

e 
1)

D
ep

ar
tu

re
 fr

om
 "

Et
hi

ca
l 

C
or

po
ra

te
 M

an
ag

em
en

t 
B

es
t P

ra
ct

ic
e 

Pr
in

ci
pl

es
 

fo
r T

W
SE

/T
PE

x-
Li

st
ed

 
C

om
pa

ni
es

" 
an

d 
re

as
on

s 
Ye

s
N

o
Su

m
m

ar
y 

I. 
Es

ta
bl

is
hm

en
t o

f e
th

ic
al

 c
or

po
ra

te
 m

an
ag

em
en

t p
ol

ic
y 

an
d 

ap
pr

oa
ch

es
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e 
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ed
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s M
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r 
ex

te
rn

al
 c

or
re
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ie
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 m
ai
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te
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B

oa
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f D
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m

an
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l o
ffi
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co

m
m
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 c
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     (I
I)

 D
oe

s t
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 C
om

pa
ny
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av

e 
an

y 
m

ea
su

re
s a
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in

st
 

di
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t c
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s s
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pr

op
er

 p
ro

ce
du

re
s, 
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C
od

e 
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 C
on

du
ct

, d
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ci
pl

in
ar

y 
ac

tio
ns

 a
nd

 c
om

pl
ai

nt
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st
em

s?
 

 
(I

II
) H

as
 th

e 
C

om
pa

ny
 ta

ke
n 

st
ep

s t
o 

pr
ev

en
t o

cc
ur

re
nc

es
 

lis
te

d 
in

 a
ll 

su
bp

ar
ag

ra
ph

s u
nd

er
 A

rti
cl

e 
7,

 P
ar

ag
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 th
e 

"E
th

ic
al

 C
or

po
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te
 M

an
ag

em
en

t B
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t P
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e 

                   

          

  (I
) 

W
e 

es
ta
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he
d 

th
e 

Et
hi

ca
l C

or
po

ra
te

 M
an

ag
em

en
t 

Pr
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ci
pl

es
, E

th
ic

al
 C

or
po

ra
te

 M
an

ag
em

en
t 

O
pe

ra
tin

g 
Pr

oc
ed

ur
es

 a
nd

 C
od

e 
of

 C
on

du
ct

, a
nd

 
w

or
k 

ru
le

s, 
an

d 
di

sc
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se
d 

th
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 o
n 

ou
r w

eb
si

te
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en
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 th
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 a
ll 

em
pl
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ee

s, 
th

e 
B

oa
rd

 o
f D

ire
ct
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s, 

an
d 

ex
ec

ut
iv

es
 c

an
 p

ra
ct
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e 

pr
op
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 e
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ic
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el

im
in
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e 

co
rr

up
tio
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 c
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pl

y 
w
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m

en
t l

aw
s a

nd
 re

gu
la
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te
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al
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an
ag

em
en
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l b
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in
es

s 
ac
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e 
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 d
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h 
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 o
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he
 

co
m
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e 
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un
d 
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en
t. 
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 E
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 C
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 M
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ci
pl

es
 

in
cl
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en
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 b
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is
k 

of
 u
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ic
al

 b
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N
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        (I
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e.

 

- 64 -



   

A
ss

es
se

d 
ar

ea
s 

Im
pl

em
en

ta
tio

n 
st

at
us

(N
ot

e 
1)

D
ep

ar
tu

re
 fr

om
 "

Et
hi

ca
l 

C
or

po
ra

te
 M

an
ag

em
en

t 
B

es
t P

ra
ct

ic
e 

Pr
in

ci
pl

es
 

fo
r T

W
SE

/T
PE

x-
Li

st
ed

 
C

om
pa

ni
es

" 
an

d 
re

as
on

s 
Ye

s
N

o
Su

m
m

ar
y 

Pr
in

ci
pl

es
 fo

r T
W

SE
/T

PE
x-

Li
st

ed
 C

om
pa

ni
es

" 
or

 
bu

si
ne

ss
 c
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l d
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l b
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 C
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at
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 b
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 c
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s p
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 D
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t r
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 p
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f D
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 (I
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A
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or
di

ng
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cl
e 

9 
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e 

C
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e 
of

 C
on

du
ct
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pr
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r t
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m
m

er
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ct
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, t
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C
om

pa
ny
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l t
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 c
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de
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n 
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e 
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lie
rs

, c
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 tr
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 a
ny
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ed
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 c
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 a
ny

 
tra
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 p
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 c
on

tra
ct

s, 
th

e 
C

om
pa

ny
 sh

al
l i

nc
lu

de
 

in
 su

ch
 c
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l c
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 c
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l c
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e 
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ra
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 c
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 c
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f c
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l c
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t b
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 C
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 p
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 d
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 c
on

fli
ct

s;
 

if 
th

e 
su

pe
rio

r a
llo

w
s t

he
 sa

m
e 

pe
rs

on
 to

 re
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 sh
e 
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 c
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7. If the company has established corporate governance principles and related guidelines, 
disclose the means of accessing this information: 
Market Observation Post System: http://mops.twse.com.tw/mops/web/t100sb04_1 

Can be downloaded from "Defining of Corporate Governance Rules" under the 
"Corporate Governance" section 

or the corporate website: 
http://www.globeunion.com/gb/page.php?key=investor&class=web 
Visit "Corporate Governance" under "Investor Relations" 

8. Other significant information which may improve the understanding of corporate 
governance and operation: 
(1)We have defined the "Regulations governing Major Internal Information Disclosure" 

that explicitly define our Company's handling and disclosure mechanism for 
important disclosures. The regulations have been approved by the Board and 
announced through our internal system. 

(2)Licenses held by personnel involved with transparency of financial information: 
R.O.C. CPA: 1 accountant. 

9. Status of implementation of internal control system: 
1. Statement of Declaration on Internal Control: Please refer to p. 147. 
2. Accountant engaged to review the internal control system: None. 

10. Penalty on the Company and its personnel or punishment imposed by the Company on 
personnel in violation of internal control system regulations, major deficiencies and 
improvement in the past year and up to the date of report: None. 

11. Important resolutions adopted in shareholders' meeting and Board of Directors' meeting 
in the past year and up to the date of report: 

Major resolutions made at the shareholders' meeting and their implementation: 
Date of shareholders' meeting: May 25, 2018 
1. Acknowledged the Company's 2017 Business Report and financial statements. 
2. Acknowledged the Company's proposed distribution of 2017 earnings. 

Implementation status:  
The shareholders' meeting will distribute NT$1.5 per share as cash dividend 
and authorize the Chairman of the Board to implement adjustment of the 
actual dividend payout ratio. The number of outstanding shares was affected 
by the exercise of employee stock warrants, so the cash divided was adjusted 
NT$1.49967266 per share on May 31; the ex-dividend date is July 4, 2018 
and cash dividends will be paid out on July 25, 2018. 

3. Approved the amendment to the Company's "Articles of Association." 
Implementation status: 

Amendment to the Articles of Association was approved by the Taichung 
Branch of the Export Processing Zone Administration, MOEA and 
announced on our website on June 12, 2018. 

4. Approved the amendment to the Company's Regulations on Director and 
Supervisor Elections. 
Implementation status:  

The amended regulations were announced on the Market Observation Post 
System and the Company's website. 
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5. The amendment to articles of the Procedure for the Acquisition and Disposal of 
Assets was approved. 
Implementation status:  

The amended procedure has been followed. Information was disclosed on the 
market observation post system website and also the Company's website. 

6. Passed the amendment to the Company's Operating Procedures of Fund Lending. 
Implementation status:  

The amended procedure has been followed. Information was disclosed on the 
market observation post system website and also the Company's website. 

7. Passed the amendment to the Company's Endorsement Assurance Guidelines. 
Implementation status:  

The amended procedure has been followed. Information was disclosed on the 
market observation post system website and also the Company's website. 
 

8. Completed the election of the Company's 17th-term directors (including 
independent directors). 
Person elected:  

Director: Ming-Ling Co., Ltd. Representative: 
Scott Ouyoung, Su-Hsiang Ou Young Chang, Shei-Saint Chen, 
Chi-Keung Chung 

Independent Director: Chin-Shan Huang, Young-Sheng Hsu, Yi-Chia Chiu 
Implementation status:  

Information about directors was announced after the shareholders' meeting. 
Registration of the new Board of Directors and Audit Committee was 
approved by the Taichung Branch of the Export Processing Zone 
Administration, MOEA on June 12, 2018, and change of company 
registration was completed. 

9. Passed the lifting of the non-compete clause for the directors of the 17th-term 
Board of Directors. 

Important Board resolutions: 
Important resolutions reached by the Board of Directors in 2018 and up to the publication 
of the Annual Report are as follows: 

Board 
meeting 

dates 

Details of the meeting and subsequent 
developments 

Items stated 
in Article 

14-3 of the 
Securities 

and 
Exchange 

Act 

Dissenting 
or qualified 
opinion of 

independent 
director(s) 

16th-term 
22nd time 
2018.02.27 

1.  Allocation of remuneration for directors, 
supervisors, and employees of 2017. 

  

2.  The Company's 2017 Business Report and 
financial statements. 

  

3.  A proposal from a subsidiary to sell 
shareholding of a China subsidiary, 
Qingdao Globe Union Technology 

 N/A 
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Board 
meeting 

dates 

Details of the meeting and subsequent 
developments 

Items stated 
in Article 

14-3 of the 
Securities 

and 
Exchange 

Act 

Dissenting 
or qualified 
opinion of 

independent 
director(s) 

Industrial Corp. 
4.  Proceed with the Company's 17th-term 

election of directors (including independent 
directors). 

  

5.  Lifted the non-compete clause for the 
directors of the 17th-term Board of 
Directors. 

  

6.  Designated time, location, shareholder 
proposal process, nomination process and 
proposed agenda for the 2018 General 
Shareholders' Meeting. 

  

7.  Base date of capital increase through 
issuance of new shares by exercising the 
conversion of employee warrants. 

  

8.  The Company's engagement in transactions 
of derivatives.  N/A 

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

16th-term 
23rd time 

2018.03.23 

1. Earnings distribution.   
2. 2017 Statement of Internal Control.  N/A 
3. IFRS 16 "Rentals" might impact the result of 

preliminary evaluations, and an introduction 
task force will be established, and will 
prepare to introduce the plan and propose an 
agenda. 

  

4. To modify the name of and certain terms in 
the "Articles of Association," "Regulations 
on Director and Supervisor Elections," 
"Procedure for the Acquisition and Disposal 
of Assets," "Operating Procedures of Fund 
Lending," "Endorsement assurance 
guidelines," "Rules of Procedures for Board 
of Directors Meetings," and "Ethical 
Corporate Management Principles." 

 N/A 
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Board 
meeting 

dates 

Details of the meeting and subsequent 
developments 

Items stated 
in Article 

14-3 of the 
Securities 

and 
Exchange 

Act 

Dissenting 
or qualified 
opinion of 

independent 
director(s) 

5. Amendments to the agenda of the 2018 
general shareholders' meeting.  

 

6. To delegate CTBC Bank as the overall 
coordinating bank and management bank; 
CTBC Bank and other financial institutions 
under CTBC Bank's invitation will be the 
overall main processing bank ("Main 
Processing Bank") in charge of the 
combined trust project, as long as it does not 
exceed NT$2.5 billion. 

  

7. Company application for bank loan.   

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

16th-term 
24th 

meeting 
2018.04.03 

1. Qualification review of the candidates for 
directors at the 2018 General Shareholders' 
Meeting. 

  

2. Revised the name or articles of the Internal 
Control System, Corporate Governance 
Code of Practice, Insider Trading 
Prevention Rules, Remuneration Rules for 
Directors and Supervisors, Remuneration 
Committee Charter, Ethical Corporate 
Management Operating Procedures and 
Code of Conduct. 

 N/A 

3. Established the Company's Audit 
Committee Charter.   

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

16th-term 
25th 

meeting 
2018.05.03 

1. Consolidated financial report for the first 
quarter of 2018.   

2. Base date of capital increase through 
issuance of new shares by exercising the 
conversion of employee warrants. 
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Board 
meeting 

dates 

Details of the meeting and subsequent 
developments 

Items stated 
in Article 

14-3 of the 
Securities 

and 
Exchange 

Act 

Dissenting 
or qualified 
opinion of 

independent 
director(s) 

3. The Company's engagement in transactions 
of derivatives.  N/A 

4. Company application for bank loan.   

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

17th-term 
1st 

meeting 
2018.05.25 

Chairman election: The new directors elected 
Scott Ouyoung as the Chairman of the 
Company. 

  

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

17th-term 
2nd 

meeting 
2018.07.03 

1. Appointed new Remuneration Committee 
members. 

  

2. Base date of capital increase through 
issuance of new shares by exercising the 
conversion of employee warrants. 

  

3. The Company's engagement in transactions 
of derivatives.  N/A 

4. Company application for bank loan.   

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

17th-term 
3rd 

meeting 
2018.08.03 

1. Consolidated financial reports for the second 
quarter of 2018. 

  

2. The Company's routine evaluation of CPAs' 
independence.  N/A 

3. Base date of capital increase through 
issuance of new shares by exercising the 
conversion of employee warrants. 

  

4. The Company's engagement in transactions 
of derivatives.  N/A 

5. Company application for bank loan.   
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Board 
meeting 

dates 

Details of the meeting and subsequent 
developments 

Items stated 
in Article 

14-3 of the 
Securities 

and 
Exchange 

Act 

Dissenting 
or qualified 
opinion of 

independent 
director(s) 

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

17th-term 
4th 

meeting 
2018.10.08 

1. Ratification of changes to manager(s).   

2. The Company's proposal to buy back stocks 
for cancellation of shares.  N/A 

3. Base date of capital increase through 
issuance of new shares by exercising the 
conversion of employee warrants. 

  

4. The Company's engagement in transactions 
of derivatives.  N/A 

5. Company application for bank loan.   

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

17th-term 
5th 

meeting 
2018.11.07 

1. Consolidated financial reports for the third 
quarter of 2018. 

  

2. Disbursement of manager separation pay.   

3. The Company's engagement in transactions 
of derivatives.  N/A 

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

17th-term 
6th 

meeting 
2018.12.14 

1. The Company's 2019 Group Operating Plan 
and budget. 

  

2. 2019 Annual Audit Plan.   

3. Base date of capital increase through 
issuance of new shares by exercising the 
conversion of employee warrants. 

  

4. The Company's engagement in transactions 
of derivatives.  N/A 

5. Company application for bank loan.   
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Board 
meeting 

dates 

Details of the meeting and subsequent 
developments 

Items stated 
in Article 

14-3 of the 
Securities 

and 
Exchange 

Act 

Dissenting 
or qualified 
opinion of 

independent 
director(s) 

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

17th-term 
7th 

meeting 
2019.03.11 

1. Proposed remuneration for directors and 
employees in 2018. 

  

2. The Company's 2018 Business Report and 
financial statements. 

  

3. Revisions of some articles in the Company's 
Procedure for the Acquisition and Disposal 
of Assets. 

 N/A 

4. Base date of capital increase through 
issuance of new shares by exercising the 
conversion of employee warrants. 

  

5. Record date of reduction of treasury stock.   

6. Lifting of the non-compete clause for 
directors and managers. 

  

7. Time, location, shareholder proposal 
process, and proposed agenda for the 2019 
General Shareholders' Meeting. 

  

8. The Company's engagement in transactions 
of derivatives.  N/A 

9. Company application for bank loan.   

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

17th-term 
8th 

meeting 
2019.03.29 

1. Earnings distribution.   

2. 2018 Statement of Internal Control.  N/A 
3. Amended some articles of the Company's 

Operating Procedures of Fund Lending and 
Endorsement Assurance Guidelines. 

 N/A 

4. Amended the place and agenda of the 2019 
general shareholders meeting. 

  

5. Established the Company's Standard 
Operating Procedures for Handling 
Directors' Requests. 
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Board 
meeting 

dates 

Details of the meeting and subsequent 
developments 

Items stated 
in Article 

14-3 of the 
Securities 

and 
Exchange 

Act 

Dissenting 
or qualified 
opinion of 

independent 
director(s) 

6. Established the Board of Directors 
Self-Evaluation or Peer Evaluation 
Regulations. 

  

7. The Company's engagement in transactions 
of derivatives.  N/A 

Opinion(s) of the independent director(s): None. 

Response of the Company to the independent director opinion(s): None. 

Resolution: All directors attending the meeting approved. 

Attendance of Independent Directors at Board Meetings 
       Date 

 
Name      

2018 

2/27 3/23 4/3 5/3 5/25 7/3 8/3 10/8 11/7 12/14
Chin-Shan 
Huang ◎ ◎ △ ◎ ◎ ◎ ◎ ◎ ◎ ◎ 

Young-Sheng 
Hsu ◎ ◎ ◎ ◎ ◎ ◎ ◎ ◎ ◎ ◎ 

Yi-Chia Chiu ◎ ◎ ◎ △ ☆ ◎ △ △ ◎ ◎ 
 
       Date 
 
Name 

2019 
3/11 3/29 

Chin-Shan 
Huang 

◎ ◎ 

Young-Sheng 
Hsu 

◎ ◎ 

Yi-Chia Chiu △ △ 
 
Note: ◎Attendance in person;△Attendance by proxy;☆Leave of absence. 

12. Dissenting or qualified opinions of Directors or Supervisors against an important 
resolution passed by the Board of Directors that is on record or stated in a written 
statement in the past year and up to the date of report: N/A. 
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13.Resignation and dismissal of professional managerial officers related to the financial 
report including Chairman, President, Chief Accounting Officer, Chief Financial 
Officer, Chief R&D Officer and Chief Internal Auditor, in the past year and up to the 
date of report:  

Summary of resignations and dismissals at the Company 

Title Name Date of 
appointment

Date of 
dismissal 

Reason for 
resignation or 

dismissal 
Vice President
(Chief 
Operations 
Officer) 

Kuo-Chi 
Yen 2016.06.01 2018.09.14 Retirement 

Vice President
(Chief 
Business 
Officer) 

Charles 
Irwin 
Frankel 

2007.06.24 2018.10.31 Retirement 

Vice President Yu-Li 
Chou 2009.01.12 2018.10.31 Resigned 

(V) Information on Fees to CPA: 
Unit: NT$ thousand 

Name of 
accounting 

firm 

Name of 
Accounta

nts 

Audit 
fee 

Non-audit fee Account
ant's 

duration 
of audit 

Notes System 
design 

Business 
registrati

on 

Human 
resourc

es 
Other Subtotal

Ernst & 
Young 

Tzu-Ping 
Huang 7,835 - - - 600 600 2018 

Non-audit 
fees: CSR 
consulting and 
assurance 
service fees 

Hung-Ka
ng Lin 

(I) For fees paid to certifying accountants, the firm of the certifying accountants and 
its affiliates, if non-audit fees exceed 25% of the audit fees then the amount of the 
audit and non-audit fees should be disclosed along with the nature of the 
non-audit service: Did not exceed 25%. 

(II) If the accounting firm has been changed and the annual audit expenses were lower 
for the year of the firm change compared to that of the previous year, audit 
expenses before and after the changes and the reason for such changes should be 
disclosed: No change of accounting firm. 

(III) If the audit expense has been decreased by more than 15% compared to the 
previous year, the amount, ratio, and reason for the reduction in audit expense 
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should be disclosed: N/A. 

(VI) Information on change of accountants: N/A. 

(VII) Chairperson, president, managers in charge of finance or accounting of 
the Company who had worked at the firm of the certifying accountants 
or its affiliates within the last year, their name, position, and position at 
the firm of the certifying accountant or its affiliates should be disclosed: 
N/A. 
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(VIII) Share transfers and changes to share pledging by directors, 
supervisors, managers and shareholders holding more than 10% equity 
in the past year and up to the date of report: 

1. Change in share equity among directors, supervisors, managers, and major 
shareholders: 

Unit: Shares 

Title Name 

2018 2019 
Up to February 28 

Increase 
(decrease) in 
the number of 

shares held

Increase 
(decrease) 
in pledged 

shares 

Increase 
(decrease) 

in the 
number of 
shares held 

Increase 
(decrease) 
in pledged 

shares 

Director in person Ming-Ling Co., Ltd. – – – –

Institutional Director 
Representative 

Scott Ouyoung – – –
Su-Hsiang Ou Young 
Chang (Note 2) 

– – – –

Hsien Ou Yang (Note 2)  
Chi-Keung Chung – – – –
Shei-Saint Chen(Note 3) – – – –
Wen-Mei Yiu (Note 3)  

Independent 
director, principal Chin-Shan Huang – – – –

Independent 
director, principal Young-Sheng Hsu – – – –

Independent 
director, principal Yi-Chia Chiu – – – –

Supervisors 
Principal 

Rui-Fu International 
Investment Co., Ltd. 
(Note 4) 

– – – –

Supervisors 
Representative 

Chi-Chuan Chung (Note 
4) – – – –

Chih-Wei Lin (Note 4) – – – –
Mei-Hui Kao (Note 4) – – – –

President Andrew Yates – – – –
Vice President Kuo-Chi Yen (Note 5) – – – –

Vice President Charles Irwin Frankel 
(Note 6) – – – –

Vice President Yu-Li Chou (Note 7) – – – –
Vice President Tsung-Min Chen – – – –
Vice President Shu-Chi Lee – – – –
Assistant Vice 
President Lei-Hui Lee (55,000) 

(Note 1) – – –

Assistant Vice 
President Jung-Chao Lin(Note 8) – – – –

Assistant Vice 
President 

Bhor-Chaou Chang 
(Note 8) – – – –

Assistant Vice 
President 

Ming-Sheng Wei (Note 
9) – – – –
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Title Name 

2018 2019 
Up to February 28 

Increase 
(decrease) in 
the number of 

shares held

Increase 
(decrease) 
in pledged 

shares 

Increase 
(decrease) 

in the 
number of 
shares held 

Increase 
(decrease) 
in pledged 

shares 

Assistant Vice 
President 

Chung-Hsiang Chan 
(Note 10) – –  

Head of Accounting Min-ling Wang – – – –
Note 1: Sold in central trading market.  
Note 2: An institutional director changed its representative from Miss Su-Hsiang Ou Young 

Chang to Mr. Hsien Ou Yang on February 20, 2019. 
Note 3: An institutional director changed its representative from Mr. Shei-Saint Chen to Miss 

Wen-Mei Yiu on June 1, 2018. 
Note 4: After the General Shareholders' Meeting on May 25, 2018, an Audit Committee was 

established to replace supervisors in accordance with the law, and supervisors and 
their representatives were naturally dismissed. 

Note 5: Kuo-Chi Yen retired on September 14, 2018.  
Note 6: Charles Irwin Frankel retired on October 31, 2018. 
Note 7: Yu-Li Chou resigned on October 31, 2018.  
Note 8: Jung-Chao Lin and Bhor-Chaou Chang became Assistant Vice Presidents on January 

1, 2018. 
Note 9: Ming-Sheng Wei became Assistant Vice President on November 1, 2018.  
Note 10: Chung-Hsiang Chan became Assistant Vice President on January 28, 2019. 
 
 
 

2. Share transfer information (the parties to the transaction are related): N/A. 

3.Share pledge information (the parties to the transaction are related): N/A. 
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(IX) Information on the relationship between any of the top ten shareholders 
(related party, spouse, or kinship within the second degree): 

April 2, 2019 

Name 

Shareholding 

Shareholdin
g of spouse 

and 
underage 
children 

Total 
Shareholding 

in name of 
others 

Shareholders with the top 
10 shareholding ratios who 
are related, or their 
spouses and second-degree 
relatives' names and their 
respective relationships. N

otes 

No. of 
shares 

Equity ratio 
%

 

N
o. of shares 

Equity ratio 
%

 

N
o. of shares 

Equity ratio 
%

 Name Relationship 

Yue Feng 
International Co., Ltd. 
Investment account in 
the custody of Taishin 
Bank 

26,159,515 7.34 0 0 0 0 N/A N/A N/A

Ming-Ling Co., Ltd. 
(Representative: Scott 
Ouyoung) 

23,366,692 6.56 0 0 0 0 Scott 
Ouyoung 

Director's 
Representativ
e of 
Ming-Ling 
Co., Ltd. 

N/A

Su-Hsiang Ou Young 
Chang 21,637,899 6.07 0 0 0 0 Scott 

Ouyoung Spouse N/A

Trust property account 
of Scott Ouyoung at 
the Taipei Branch of 
the United Bank of 
Switzerland 

20,558,787 5.77 0 0 0 0 Scott 
Ouyoung Principal N/A

Lei Ouyang 20,373,132 5.72 0 0 0 0 Scott 
Ouyoung Father/child N/A

Trust property account 
of Scott Ouyoung at 
CTBC Bank 

20,000,000 5.61 0 0 0 0 Scott 
Ouyoung Principal N/A

Hsien Ou Yang 19,999,772 5.61 0 0 0 0 Scott 
Ouyoung Father/child N/A
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Name 

Shareholding 

Shareholdin
g of spouse 

and 
underage 
children 

Total 
Shareholding 

in name of 
others 

Shareholders with the top 
10 shareholding ratios who 
are related, or their 
spouses and second-degree 
relatives' names and their 
respective relationships. N

otes 

No. of 
shares 

Equity ratio 
%

 

N
o. of shares 

Equity ratio 
%

 

N
o. of shares 

Equity ratio 
%

 Name Relationship 

Norges Bank 
Investment Account 
under the custody of 
Citibank (Taiwan) 

7,426,268 2.08 0 0 0 0 N/A N/A N/A

Fubon Life Insurance 
Co., Ltd. 
(Representative: Tsai 
Ming-Hsing) 

6,581,000 1.85 0 0 0 0 N/A N/A N/A

Kuo-Chi Yen's trust 
account under the 
custody of CTBC 
Bank 

5,200,000 1.46 0 0 0 0 N/A N/A N/A

(X) The shareholding of the Company, directors, supervisors, managers and 
enterprises that are directly or indirectly controlled by the Company in 
the same re-invested company: N/A. 
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IV. Capital Overview 

(I) Capital and Shareholding: 

1. Sources of capital: 
Unit: Share/NT$ 

Year  
Month 

Issuing 
price 

Authorized capital Paid-in capital Notes 

No. of 
shares Amount No. of 

shares Amount Source of share 
capital 

Shares 
acquired 

by 
non-cash 

assets 

Other

December 
2013 

10 600,000,000 6,000,000,000 323,841,602 3,238,416,020

Conversion of 
employee warrants 

997,000 shares 
Conversion of 
corporate bonds into 
shares 

1,314,415 shares 

None 

Note 
1 
 

Note 
2 

March 
2014 

10 600,000,000 6,000,000,000 324,120,602 3,241,206,020
Conversion of 
employee warrants 

279,000 shares 
None 

Note 
1 

May 2014 10 600,000,000 6,000,000,000 329,585,324 3,295,853,240

Conversion of 
employee warrants 

73,000 shares 
Conversion of 
corporate bonds into 
shares 

5,391,722 shares 

None 

Note 
1 
 

Note 
2 

September 
2014 

10 600,000,000 6,000,000,000 354,304,224 3,543,042,240
Capitalization of 
earnings 

24,718,900 shares 
None 

Note 
3 

October 
2016 

10 600,000,000 6,000,000,000 355,304,224 3,553,042,240
Restricted share 
awards 

1,000,000 shares 
None 

Note 
4 

March 
2017 

10 600,000,000 6,000,000,000 351,769,224 3,517,692,240
Reduction of treasury 
stock 

3,535,000 shares 
None 

Note 
5 

August 
2017 

10 600,000,000 6,000,000,000 363,168,968 3,631,689,680

Conversion of 
corporate bonds into 
shares 

11,399,744 shares 

None 
Note 

2 
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Year  
Month 

Issuing 
price 

Authorized capital Paid-in capital Notes 

No. of 
shares Amount No. of 

shares Amount Source of share 
capital 

Shares 
acquired 

by 
non-cash 

assets 

Other

November 
2017 

10 600,000,000 6,000,000,000 364,888,962 3,648,889,620

Conversion of 
corporate bonds into 
shares 

1,719,994 shares 

None 
Note 

2 

December 
2017 

10 600,000,000 6,000,000,000 366,855,962 3,668,559,620
Conversion of 
employee warrants 

1,967,000 shares 
None 

Note 
6 

March 
2018 

10 600,000,000 6,000,000,000 367,440,962 3,674,409,620
Conversion of 
employee warrants 

585,000 shares 
None 

Note 
6 

May  
2018 

10 600,000,000 6,000,000,000 367,575,962 3,675,759,620
Conversion of 
employee warrants 

135,000 shares 
None 

Note 
6 

July  
2018 

10 600,000,000 6,000,000,000 367,595,962 3,675,959,620
Conversion of 
employee warrants 

20,000 shares 
None 

Note 
6 

August 
2018 

10 600,000,000 6,000,000,000 367,707,962 3,677,079,620
Conversion of 
employee warrants 

112,000 shares 
None 

Note 
6 

October 
2018 

10 600,000,000 6,000,000,000 367,944,962 3,679,449,620
Conversion of 
employee warrants 

237,000 shares 
None 

Note 
6 

December 
2018 

10 600,000,000 6,000,000,000 368,159,962 3,681,599,620
Conversion of 
employee warrants 

215,000 shares 
None 

Note 
6 

March  
2019 

10 600,000,000 6,000,000,000 368,211,962 3,682,119,620
Conversion of 
employee warrants 

52,000 shares 
None 

Note 
6 

March  
2019 

10 600,000,000 6,000,000,000 356,211,962 3,562,119,620
Reduction of treasury 
stock 
12,000,000 shares 

None 
Note 

7 

Note 1: October 12, 2007, Jin-Guan-Zheng-Yi-Zi No. 0960056164. 
Note 2: August 26, 2011, Jin-Guan-Zheng-Fa-Zi No. 1000038685. 
Note 3: July 29, 2014, Jin-Guan-Zheng-Fa-Zi No. 1030028697. 
Note 4: July 20, 2016, Jin-Guan-Zheng-Fa-Zi No. 1050027765. 
Note 5: January 11, 2017, Jin-Guan-Zheng-Jiao-Zi No. 1060000830. 
Note 6: October 2, 2015, Jin-Guan-Zheng-Fa-Zi No. 1040039608. 
Note 7:December 14, 2018, Jin-Guan-Zheng-Fa-Zi No. 1070346458. 
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April  2, 2019        Unit: Shares 

Type of 
Shares 

Authorized capital 
Notes Shares issued and 

outstanding (Note) Unissued shares Total 

Ordinary 
shares 

356,236,962 243,763,038 600,000,000
Conversion of convertible 
bonds into 120,000,000 
shares. 

Note: Currently 356,236,962 ordinary shares outstanding (among which 25,000 shares 
have not completed company change registration). 

2. Shareholder structure: 
April  2, 2019      Unit: Shares 

Shareholder 
structure 

Quantity 

Government 
agencies 

Financial 
institutions

Other legal 
persons Individuals

Foreign 
institutions 

and 
foreigners 

Total 

No. of People 0 5 59 12,271 119 12,454

No. of shares held 0 13,677,855 78,058,192 187,262,890 77,238,025 356,236,962

Shareholding ratio (%) 0 3.84 21.91 52.57 21.68 100.00

3. Share distribution: 
April  2, 2019  Unit: Shares; par value of NT$10 per share 

Shareholding range Number of 
shareholders No. of shares held Shareholding 

ratio % 
1 to 999 3,576 765,956 0.22

1,000 to 5,000 5,526 12,416,628 3.49
 5,001 to 10,000 1,448 11,043,621 3.10
10,001 to 15,000 571 6,981,727 1.96
15,001 to 20,000 290 5,335,681 1.50
20,001 to 30,000 330 8,295,569 2.33
30,001 to 50,000 272 11,043,970 3.10

 50,001 to 100,000 191 13,502,061 3.79
100,001 to 200,000 111 15,628,374 4.39
200,001 to 400,000 61 17,037,886 4.78
400,001 to 600,000 29 14,638,675 4.11
600,001 to 800,000 7 4,590,417 1.29

800,001 to 1,000,000 7 6,245,976 1.75
Over 1,000,001 35 228,710,421 64.2

Total 12,454 356,236,962 100.00

Note: As of book closure on April 2, 2019. Currently 356,236,962 ordinary shares outstanding. 
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4. Major shareholders: Shareholders with a shareholding ratio of over 5% 
April  2, 2019      Unit: Shares 

Shares
Name of major shareholder 

No. of shares 
held 

Shareholding 
ratio (%) 

Yue Feng International Co., Ltd. Investment account under 
the custody of Taishin Bank 26,159,515 7.34
Ming-Ling Co., Ltd. 23,366,692 6.56
Su-Hsiang Ou young Chang 21,637,899 6.07
Trust property account of Scott Ouyoung at the Taipei Branch 
of the United Bank of Switzerland 20,558,787 5.77
Lei Ouyang 20,373,132 5.72
Trust property account of Scott Ouyoung at CTBC Bank 20,000,000 5.61
Hsien Ou Yang 19,999,772 5.61

 

5. Share price, net worth, earnings, dividends and related information for the previous two 
years: 

 

Year
Item 2017 2018 

The current year 
up to 

February 28, 2019

Market 
price per 

share 

Highest 25.80 22.6 17.25
Lowest 15.80 13.9 16.2
Average 19.64 17.94 16.89

Net worth 
per share 

Pre-distribution 16.39 16.56 –
After distribution 14.89 15.26 –

Earnings 
per share 

Weighted average shares 352,697,755 365,194,883 –

Earnings per 
share 

Pre-adjustment 1.98 1.69 –
Post-adjustment – – –

Dividends 
per share 

Cash dividends 1.5 1.3 –

Stock grants 
Earnings – – –
Additional paid-in 
capital (APIC) – – –

Accumulated unpaid dividend – – –

Return 
analysis 

Price-earnings (P/E) ratio (Note 1) 9.92 10.62 –
Price-dividend (P/D) ratio (Note 2) 13.09 13.80 –
Cash dividend yield rate (Note 3) 0.08 0.07 –

Note 1: Price-earnings (P/E) ratio = Average market price / Earnings per share. 
Note 2: Price-dividend (P/D) ratio = Average market price / Cash dividends per share. 
Note 3: Cash dividend yield rate = Cash dividend per share / Average market price. 
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6. Dividend policy and implementation status: 

(1) Dividend policy: 
The Company's Articles of Association stipulate that: If there is a surplus balance shown 
in the Company's yearly final accounting, the surplus balance shall be used to pay for 
income tax in accordance with the law, and then used to compensate for deficits in 
previous years; 10% of the remaining amount shall then be allocated as legal reserve, 
but allocation to the reserve may not be required if the legal reserve has reached the 
company's paid-in capital. After the surplus balance has furbished or been reversed from 
the legal reserve in accordance with the regulations of the competent authority, it should 
be combined with the undistributed surplus balance from previous years. The resulting 
amount should be distributed per the surplus distribution proposal drafted by the board 
of directors to be submitted to a shareholders' meeting for final resolution and approval. 
The Company's dividend policy stipulates that no less than 30% of the available surplus 
balance should be distributed to shareholders as dividends in accordance with current 
and future development plans and with consideration to investment market trends, 
cash-flow demands, and domestic and international competition status as well as 
consideration of shareholders' interests. 
Distribution of company surplus may be in the form of stock dividends or cash based on 
considerations of capital budgeting, business expansion needs, and sound financial plans 
for the purpose of sustainable growth, but cash dividends should be no less than 60% of 
total shareholder dividends for the current year. The aforementioned dividend 
distribution policy may take into consideration the Company's business needs, transfer 
investment and merger cash-flow requirements, and circumstances such as major 
legislation change; appropriate adjustment to the ratio of cash dividend distribution will 
be proposed to the shareholders' meeting for final resolution by the board of directors. 

(2) Current year dividend distribution proposal to the shareholders' meeting: 
Having taken into consideration taxation affairs and return on equity, it is intended 
through the current shareholders' meeting to issue cash dividends of NT$ 1,300 per 
thousand shares to shareholders as bonus. 

7. The effects of the stock dividends proposed by the shareholders' meeting on the 
Company's business performances and earnings per share: N/A. 

8. Remuneration of employees, directors and supervisors: 
(1)Percentages and ranges of employee remuneration to directors and supervisors, as 

specified in the Company's Articles of Association: 
According to the Company's Articles of Association: 
If the Company was profitable during the year, at least 2% of the profit shall be 
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allocated as employee remuneration first, and no more than 2% may be allocated as 
remuneration for directors and supervisors. However, an amount shall be set aside in 
advance to compensate for cumulative losses, if any. 
Employee bonuses may be paid in shares or cash. Employees at affiliated companies 
that satisfy certain criteria may also qualify. 

(2)Basis for estimating the amount of remuneration of employees, directors and 
supervisors, basis for calculating the number of shares to be distributed as employee 
remuneration, and the accounting treatment of the discrepancy, if any, between the 
actual distributed amount and the estimated amount, for the current period：If any 
changes made to the amounts after the annual financial reports are published, the 
changes will be applied in accordance with accounting estimation changes and will be 
included in the financial statements of the following year. 

(3)Remuneration proposals passed by the board of directors: 
(A) Employee, director and supervisor remuneration will be distributed in cash or 

shares. If there is any discrepancy with the recognized costs for the year then 
the difference, reason, and response should be disclosed: 
According to the Company's Articles of Association, the board of directors 
decided on March 11, 2019 to increase director/supervisor remuneration to 
NT$4,505 thousand and employee remuneration to NT$23,973 thousand (both 
remunerations to be distributed in the form of cash). The difference between 
these numbers and the total combined estimated amount, which is NT$26,970 
thousand, will be listed as a cost adjustment for the year 2019. 

(B) The amount of employee bonus to be paid in stocks out of the current 
company-level financial report in terms of the sum of net profit after tax and 
employee bonus: N/A. 

(4)Any discrepancy between actual remuneration distribution of employees, directors 
and supervisors (including the number of shares, the amount and share price) and the 
recognized remuneration of employees, directors and supervisors, and disclosure of 
the differences, reasons and responses: 
The board of directors decided on February 27, 2018 to increase director/supervisor 
remuneration to NT$5,006.5 thousand and employee remuneration to NT$26,500 
thousand (both remunerations to be distributed in the form of cash). The difference 
between these numbers and the total combined estimated amount, which is 
NT$31,586 thousand , will be listed as a cost adjustment for the year 2018. The actual 
amount of remuneration distributed to employees, directors and supervisors was 
consistent with the resolution of the Board of Directors. 
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9. Stock buyback: The most recent year and as of the printing date of the Annual Report 

Company stock buyback 

 

The current treasury reduction has been approved through the Jia-Shou-Zhong-Zi-No. 
1084200040 letter from the competent authority dated March 22, 2019 to be registered as 
change.   

Times of buyback 8th (batch) 

Purpose of buyback 
Safeguarding the Company's credit 
and shareholders' equity 

Buyback period 2018/10/11~2018/12/07

Buyback price range 11.03~24.47

Types and number of shares bought back 12,000,000 ordinary shares

Cash value of shares bought back 186,188,289

Number of shares canceled or transferred 12,000,000 shares

Number of shares in accumulated holding 0 shares

Ratio of accumulated holding 
Ratio of total outstanding shares (%) 

0%

 
(II) Issuance of corporate bonds: N/A. 

(III) Issuance of preferred stocks: N/A. 

(IV) Issuance of global depositary receipts (GDR): N/A. 
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(V) Issuance of employee share options and new restricted employee stock: 

1. Exercise of employee stock option plan (ESOP): 
(1) Outstanding employee share options and impact on the shareholder equity 

                                                             April 2, 2019   

Tranche of ESOP 
4th (batch) 

Employee share options 

Date of approval by competent 
authorities 

October 02, 2015

Date of issuance (processing) October 29, 2015

Units granted 10,500,000 shares

Ratio of shares granted 
To total shares issued 

2.96%

Subscription duration 5

Mode of implementation Issuance of new shares 

Time fame and ratio of restricted 
subscription (%) 

First issue of share options totaled 1,800,000 
shares. 50% can be exercised two years from the 
day after issuance; 100% can be exercised after 
three years. 
Second issue of share options totaled 8,700,000 
shares. 100% can be exercised two years from the 
day after issuance. 

Units exercised (shares) 3,348,000

Amount exercised (NT$) 45,226,599

Number of rights unexercised 4,507,000

Exercise price for unexercised 
units (NT$) 

12.7

Ratio of unexercised number of 
rights to ratio of total outstanding 
shares (%) 

1.26%

Impact on shareholders' equity 
Dilution of our Company's earnings per share is 
still generally limited and so will not exert a major 
impact on shareholders' equity. 
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2. Processing of the issuance of restricted share awards:  

(1) The issuance of restricted share awards yet to completely meet the vesting 
condition and their impacts on shareholder equity shall be disclosed up to the 
date the Annual Report was printed: 

April 2, 2019 

Types of restricted share awards 1st (batch) issuance of restricted share awards

Date of approval by competent authorities 2016.07.20 

Issuance date 2016.10.06 

Number of restricted share awards issued 1,000,000

Issuing price 0

Ratio of restricted share awards issued to 
total shares issued and outstanding 

0.28%

Vesting condition for restricted share 
awards 

1. After employees are assigned the restricted 
share awards according to the regulations 
herein, if they are still working for the 
Company at three years from the base date of 
capital increase (date of acquisition) and have 
not violated the Company's labor contract, 
work rules, or personnel rules and the return 
on equity (ROE) each year from 2016 to 2018 
is on average greater than right percent (8%), 
the ratio of shares that can be vested is: 50%.

2. After employees are assigned the new 
restricted share awards according to the 
regulations herein, if they are still working for 
the Company at three years from the base date 
of capital increase (date of acquisition) and 
have not violated the Company's labor 
contract, work rules, or personnel rules and the 
return on equity (ROE) each year from 2016 
to 2018 is on average greater than ten percent 
(10%), the ratio of shares that can be vested is: 
100%. 

Restricted rights of restricted share awards

1. Employees are not allowed to sell, mortgage, 
transfer, gift, pledge, or dispose of their 
respective restricted share awards in any other 
way before they fulfill the vesting criteria. 
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Types of restricted share awards 1st (batch) issuance of restricted share awards

2. Attendance, proposal, speech, and voting 
rights in shareholders' meeting are to be 
conducted in accordance with the trust 
custodianship contract. Before the said 
restricted share awards reach vesting 
conditions, the employees may not take part in 
the distribution of shares, dividends, capital 
surplus in cash (shares) and subscription of 
shares upon capital increase in cash. For 
employees who reach the vesting conditions 
during the period starting from 15 business 
days before the book closure date for stock 
grants, cash dividends, or capital increase in 
cash up to the base date for distribution of 
rights, their attendance, proposal, speech, and 
voting rights in shareholders' meeting to lift 
the restriction over the shares they hold shall 
still be based on the trust custodianship 
contract and they may still not be entitled to 
distribution of earnings. 

Custody of restricted share awards 
Restricted share awards will be in trust custody 
before the vesting conditions are fulfilled. 

Method for handling failure to meet vesting 
conditions following assignment of new 
stock to or subscription by employees 

If the vesting conditions are not fulfilled, the 
Company will recall the shares and void them 
free of charge in accordance with the law. 

Number of recalled or bought-back 
restricted share awards 

0

Number of unrestricted new shares 0

Number of restricted new shares 1,000,000

Ratio of number of restricted new shares 
to total outstanding shares (%) 

0.28%

Impact on shareholders' equity 
Dilution of our Company's earnings per share is 
still generally limited and so will not exert a 
major impact on shareholders' equity. 
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V. Operational Highlights 

(I) Business activities 

1. Business scope 

Globe Union's main area of business is the manufacturing and distribution of 
bathroom and kitchen products, including design, development, manufacturing, 
marketing, branding, and sales channel operation; The company has also set up 
business operation offices in North America, Europe, and Mainland China. It is one 
of the few companies in the industry equipped with design, manufacturing, sales and 
business operation capacity. The company takes advantage of diversified forms of 
business, combining sales of its own brand in the North American and European 
markets, private label manufacturing for DIY/large bathroom brands globally, 
providing professional sales channel distribution services, and selling high-end 
kitchen and bathroom products in Taiwan. The four business models are strategically 
deployed across the global bathroom product market so that the company's products 
will have high saturation across different niche markets. 

To streamline the group's organizational structure and decision-making process, we 
restructured our business groups in 2018 based on their business patterns. The four 
business groups and percentage of revenue accounted for by each business group are 
as follows: NAB accounts for 35% of revenue, GPB accounts for 32% of revenue, 
PJH accounts for 29% of revenue, and HB accounts for 4% of revenue. Revenue 
breakdown by region: North America accounts for 57% of revenue, followed by 
Europe at 34%, and China and other regions at 9%. 

Business breakdown:  

Product 2018 
(%) Notes 

Faucets and showers 44  
Ceramics 33  

Kitchen products 2 Note 1 
Other 21 Note 2 
Total 100  

Note 1: Kitchen products include packaged kitchen systems and kitchen 
equipment parts. 

Note 2: Other covers operating income from kitchen and bathroom accessories, 
shower cubicles, cabinets and distribution services. 
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New products under development: 
1. Optimization of the kitchen faucet retraction mechanism. 
2. Faucet magnetic docking technology. 
3. R&D of new-generation water-conserving PB valves. 
4. Easy-to-install technology – Fast mount. 
5. R&D of third-generation top-mount technology. 
6. Mechanical touch kitchen faucet development. 
7. R&D high cleansing efficiency spray of kitchen faucets. 
8. R&D of high-pressure ceramic injection molding technology. 
9. Advanced coating technology development for anticorrosion coating. 
10. R&D of a new PVD process for ND finish. 
11. R&D of metallic polymer materials. 
12. Faucet material optimization for designs and applications.  
 

2. Industry Overview: 

Globe Union product sales consist mainly of faucets and sanitary ceramics such as 
kitchen/bathroom faucets, hardware fittings and sanitary ceramics. Sales channels 
include wholesale/retail channels such as new home furnishings, renovations and 
commercial/office space. Industry development is closely linked to activity in the 
property market as well as overall market consumption. 

After two years of steady growth, the global economy will begin to grow at a slower 
than expected pace. The IMF lowered its global economic growth estimate in its 
report published in January 2019. The U.S.-China trade war, China's economic 
slowdown, the European Central Bank ending its QE program, and Brexit have 
weakened economic growth momentum. As a result, global economic growth is 
estimated at 3.5% in 2019 (the lowest rate in 3 years) and 3.6% in 2020. The IMF 
will further lower its estimates if the trade war escalates. 

As the U.S. fiscal stimulus fades and with the Fed hiking rates, growing government 
and private debt, and instability in the financial market, the U.S. economy is expected 
to growth 2.5% and 1.8% in 2019 and 2020, respectively. U.S. Economic growth rate 
in 2019 and 2020 will remain above the potential growth rate, and the main driving 
force is a health employment market, strong private consumption, and soft inflation. 
According to estimates by the National Association of Realtors, existing home sales 
is expected to decline by 1.1% while new single-family sales is expected to grow by 
4.3% in 2019 compared to 2018. Housing start, a leading indicator for the housing 
market, is expected to reach 1.29 million homes (a 3.5% growth compared to 2018). 

In Europe, due to the possibility of a hard Brexit, economic growth rates in the 
Eurozone is expected to be 1.6% and 1.7% in 2019 and 2020, respectively. The IMF 
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believes that slowing automobile production growth in Germany (mainly due to the 
revised automobile emission standard and slowing overseas demand), deterioration 
of Italy's financial situation, and political instability in France also cast a shadow on 
the development of the Eurozone. 

China's economic slowdown in 2018 was mainly due to tightening of financial 
supervision to suppress the shadow banking sector. External uncertainties further 
slowed economic growth. Under the pressure of further slowdown in 2019, China's 
supervisory institution relaxed financial supervision in response and lowered the 
reserve ratio to increase liquidity as its fiscal stimulus policy. The IMF expects 
China's economy to grow 6.2% in both 2019 and 2020. 

China is the world's main manufacturer of industrial products. Due to the rapid rise 
of production cost, China's manufacturing industry is losing its low cost advantage. 
Coupled with the U.S.-China Trade War, companies must begin to consider their 
response strategy, and strategically adjust their global supply chain, accelerate 
automation, and consider niche markets or merger and acquisition, so as to mitigate 
the negative impact of trade frictions. 

In terms of products in the kitchen/bathroom product sector, because kitchen and 
bathroom products are indispensable in day-to-day life, product make-up is not going 
through major changes, but as new technology emerges and environmental 
consciousness increases, demands for kitchen and bathroom products are no longer 
just a matter of practicality, but also of energy conservation, efficiency, and 
environmental protection, which have become a part of our genetic material in 
sustainable design. Bathroom products designed with different materials, innovative 
technologies, or new visual elements may become a part of new luxury designs. 
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Product development trends and competition： 

Product development： 

․Contemporary Design：The rise of generation X has brought simple designs 
and simple lifestyles. Open and more spacious kitchen have 
gradually become the focus in life. Modernization and application 
of technologies that affect kitchen faucets. 

․Demand on active aging：The gradually aging baby boomers have urgent 
demand on bathroom products for active aging. Bathtubs 
disappeared and are being replaced by products with a moderate 
appearance and ergonomic design for the elderly. 

․Quality First：People are more willing to spend money on high-quality 
products and have an understanding and search for products with 
better quality and functions. Major European and American brands 
are gradually expanding their product lines to more affordable 
products, giving the public a taste of high-quality, fairly priced 
products, but also making it harder for low priced products to 
survive. 

․Water conservation and environmental friendliness：Water conservation and 
energy efficiency have always been a point of contention between 
product legislation and customer satisfaction. New products can 
now satisfy both: when customers require heavy water pressure, 
boost can be used to satisfy that while conserving water, and 
temporary adjustments can be made in the meantime. Concerning 
applications in the bathroom, with the introduction of the pause 
mode, when water temperature has reached pre-set levels, a portion 
of water flow can be temporarily suspended to maintain constant 
temperature during showers. 

․Thoughtful smart products：After a period of aiming too high for smart 
products, bathroom products have finally found a relatively 
reasonable path to application. Combining speech control centers 
such as Alexa, manufacturers no longer need to develop new 
systems; rather, they can borrow from AI databases and connect to 
the internet through voice input for remote control. This brings 
extraordinary application freedom and convenience to consumers. 
The availability of AI systems also helps accelerate developers' 
workflow, reducing necessary investment and enabling faster 
product development and upgrades. 
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Competition： 

Competition and cooperation between manufacturers - big brands - retailer 

Mainstream European and American products are taking the retail market 
with their high-quality, fair-priced products, making it hard for distributor 
brands to survive. Manufacturers began developing non-metallic structures 
to maintain their profit margins and meet new product safety standards, 
lowering cost while complying with stricter safety standards. 

North American customers have gradually developed a preference for brand 
products. Under the competition of Kohler and Hansgrohe, mid-end brands 
replaced some distributor brands and challenged the conventional 
manufacturer-distributor business model. Distributors began working with 
big brands, which has forced manufacturers to work with mid-end brands to 
create OEM opportunities for their product lines. 

Product competition in lead-free faucets will replace traditional faucets due 
to the popularization of low-lead copper, and design and production are 
going completely lead-free, with zinc die-casting and plastic pipes as the 
new dominant materials. A company that started out from plastics instantly 
became a market competitor. 

3. Overview of Technology and R&D: 
(1) R&D Expenses of the latest year, up to the print date of this Annual Report 

Unit: NT$ thousand 

Year 
Item 2018 

Up to February 28, 2019 
(Company reported 

amount) 
R&D Expenses 234,619 36,617

(2) Successfully developed technologies and products 

Item Project Name Current situation R&D details and impact 

1 

Development of 
toilet turning 
equipment 

We successfully developed 
toilet turning equipment to 
reduce the demand on manual 
labor. 

(1) Reduced the demand on 
manual labor, reduced 
occupational injuries, and 
increased employment 
intention. 

(2) Reduced quality 
abnormalities caused by 
employee turnover. 

(3) Each turning line will 
require 1 less employee. 
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Item Project Name Current situation R&D details and impact 

2 

Advanced 
coating 
technology 
development for 
anticorrosion 
coating 

(1) Completed the verification 
of the new PVD process. 

(2) Completed laboratory 
grade samples and passed 
the CASS 2-hour quality 
verification. 

Developed new PVD 
technology and equipment 
and gained the capability to 
mass produce PVD Cr-N film 
that meet anticorrosion 
requirements, replacing the 
anticorrosion characteristics 
and color provided by 
conventional electroplating. 
This gave us an edge in PVD 
coating technology in the 
industry. 

3 

R&D of a new 
ND color PVD 
process 

The new ND color PVD 
process has been introduced to 
the electroplating factory 
(1) Canceled conventional 

electroplating of Cr 
coating. 

(2) Increased ZrN and CrN to 
strengthen corrosion 
resistance. 

The new ND color PVD 
process effectively reduces 
unit process cost by about 
30%. 

4 

Faucet material 
optimization for 
designs and 
applications 

A considerable amount of 
materials used in our faucets 
are alloys of copper and 
precious metals and high value 
plastics. We are developing 
and adopting new plastic 
materials and optimizing the 
design of structures to replace 
copper materials or high value 
engineering plastics. 

(1) Successfully introduced 
two substitutes for 
GV-5FWA high 
temperature nylon. 

(2) Successfully used PPS to 
replace a number of 
copper parts. 

5 
Mechanical 
touch switch 
faucets 

(1) First kitchen and lavatory 
faucet has been developed 
and finished shipment to 
European customers. 

(2) Development of the 
kitchen sink spray faucet 
switch structure was 
completed and installation 
and testing is currently 
being carried out. 

(3) Taiwan, China, USA 
patent granted, applying 
EU patent. 

(1) A head of the industry to 
develop mechanical touch 
device and apply in 
kitchen and lavatory 
faucet. 

(2) This touch switch is easier 
to operate than the 
traditional faucet, need to 
grasp the way, the user 
can use any part of the 
body or tools for the 
faucet switch, greatly 
enhance the convenience 
of en and lavatory faucet. 
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Item Project Name Current situation R&D details and impact 

6 Easy-to-install 
technology 

Completed the development of 
easy-to-install nuts 

We used a design with 
relatively few parts but the 
same functions as our 
competitors to gain greater 
cost competitiveness. 

7 

R&D of 
new-generation 
water-conserving 
PB valves 

Market and legislation have 
increasingly strict requirements 
for water conservation in 
constant-temperature valves, yet
decrease in water flow has 
negative impact on maintaining 
constant-temperature; this 
paradox has become a common 
challenge for all manufacturers.

We aim to satisfy market 
demands by designing a bath 
valve that can quickly fill the 
bathtub with hot water, reduce 
water consumption during 
showers, and at the same time 
maintain constant water 
temperature. 

 

4. Long- and short-term business plans： 

Short-term business plan： 
(1) Integration and expansion of the NAB Business Group 

We integrated two self-owned brands, Danze by Gerber and Gerber, in 2016 to 
enhance our brand competitiveness, using our stable wholesale channels and 
portfolio of well-designed products to expand business. We integrated 
production, sales, and R&D during our organizational structuring in 2018 to 
achieve stable supply and business growth. Our marketing strategy is based on 
improving our product portfolio and enhancing product services. The Company 
will be rebranded as featuring mid- to high-end, high-quality and 
design-oriented products to increase overall revenue contribution. 

(2) Reorganization and development of the GPB Business Group 
The private label manufacturing market is becoming growingly difficult. Our 
short-term strategy is to increase the profitability of the GPB Business Group 
and not pursue revenue growth. We formulated a new price adjustment 
mechanism with customers based on exchange rate and raw material 
fluctuations to stabilize profits. To improve the efficiency of implementing 
marketing strategies and to concentrate resources to strengthen customer 
relationships, we will take advantage of the PLM (Product Lifecycle 
Management) platform, supervise product development and sales processes, 
increase utilization of common parts to reduce production complexity, improve 
contact and management of production and sales. 
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(3) Steady growth of PJH professional sales channel services 
U.K.'s PJH is a leading local professional sales channel service provider. In 
recent years, through continuous improvement of the logistical operational 
structure, the delivery service has been shortened from 72 hours to 24 hours, 
dramatically increasing service efficiency and customer satisfaction. Recently, 
revenues of all of PJH's businesses have shown growth, and the company will 
continue to manage and reduce costs in order to maintain steady profit influx. 

(4) Further Upgrade of Channels for High-end Home Boutique Kitchen Products 
Home Boutique's main business is the distribution and sales of international 
high-end kitchen and bathroom products. The company has been developing 
Taiwan's high-end bathroom market for numerous years, and has become the 
industry's benchmark for high-end kitchen and bathroom products. Starting in 
2018, we began actively bringing high-end bathroom micro brands into the 
middle priced market, and expanded our business to online and retail channels. 
According to market surveys, the domestic housing market is beginning to 
recover. Due to changes in demographic structure and consumption concepts, 
smaller luxury housing units have become more appealing to consumers. Home 
Boutique uses its years of experience and unique vision for high-end kitchen 
and bathroom products, and began developing its own cupboard brand for the 
small luxury housing wholesale market. It has already gained good results and 
expects to see continued growth this year. 

Long-term business plan： 
(1) Increase production efficiency 

The Company has introduced and self-developed assisting facilities that 
improve production efficiency and reduce labor intensity. In accordance with 
the concepts of environmental protection and energy conservation, the 
Company improved its production environment and yield rates, building a new 
generation of future-oriented factories. 

(2) Channel development and expansion 
Sales channel strategies of self-owned brands are already undergoing reform 
due to consumer and market differentiation. The company takes full advantage 
of its product design and manufacturing capacity and brand recognition, 
allowing it to uncover new sales platforms. In addition, sales channel strategies 
will focus on establishing virtual sales channels as the main channel for future 
product sales. Brand and product information transparency will allow faster 
interactions with consumers on the web. 
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(II) Market and Sales Overview： 

1. Market analysis: Our Company is in the bathroom and kitchen products industry. 
Our main markets are North America and Europe. 

(1). Main markets         Unit: NT$ thousand 

Year 
Region 

2017 2018 

Amount % Amount % 
North 

America 10,070,081 56.23 10,081,715 56.39

United 
Kingdom 4,963,550 27.71 5,138,455 28.74

Other 2,876,493 16.06 2,658,950 14.87
Total 17,910,124 100.00 17,879,120 100.00

 

(2). Market Share： 
The company's main business regions are the North American and European 
regions, of which U.K.'s PJH revenues are a main part. In 2018, the Company's 
revenue was NT$10.08 billion in North America and NT$5.14 billion in the U.K. 
With sophisticated services, top-notch quality, and the two-pronged strategy of 
self-owned brands and OEM, the Company will occupy a good position in the 
global bathroom and kitchen products industry. 

(3). Future Market Supply and Demand and Future Growth： 
(A) Supply and demand: 

According to the analysis in Global Plumbing Fixtures & Fittings Market 
published by Technavio in 2018, the compound annual growth rate of the 
global bathroom and kitchen products industry from 2018 to 2022 will be 
5%. The report pointed out that the key factor to market growth was the 
increase in construction activity. Economic growth and higher living 
standards has driven the continued growth of the global building market. 
The report also stressed that eco-friendly kitchen and bathroom products is 
one of the main emerging trends in the global bathroom fitting market. 
1USA 

The 2017 report of Freedonia Inc. showed that the demand for bathroom 
fixtures in the U.S. will have a compound annual growth rate of 4.3% 
from 2016 to 2021, and may reach US$13.3 billion in 2021. 
The two key markets for bathroom equipment and faucets are home 
starts and home renovations. The recovery of the US housing and 
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renovation market as well as the increasing popularity of green building 
indicates that American demand for bathroom equipment will continue 
to grow each year. New commercial buildings such as hotels, office 
buildings, schools and hospitals will also drive demand for bathroom 
equipment. 

2Europe 
According to a report by the German market research company Titze, 
central Europe (including 9 countries, such as Germany, U.K., and 
France) will reach US$14 billion in the bathroom fitting market in 2017. 
An AMA Research report showed that the United Kingdom's faucet 
market went through a period of slow growth, and then benefited from 
the increased demand on new housing and private businesses. The 
market improved between 2014 and 2016 and is expected to grow 4% to 
US$260 million in 2017. 

 

(B) Growth potential： 
A Fediyma report showed that the output value of the global home 
renovation sector will reach US$670 billion in 2017, up 2.6% compared 
with 2016. Europe accounted for 28% (US$187 billion). The North 
American market, according to HIRI (Home Improvement Research 
Institute), expects lower housing supply and price hikes to drive the home 
improvement market to grow 6.3% to US$398 billion in 2018. However, 
HIRI expects growth to slow after 2019 and estimates 4.2% growth in 
2019-2022. 

(4). Competitive niche 
(A) High market share of self-owned brands and stable retail channels 

The company's North American brand Gerber is 100 years old. The 
company continues to invest in developing environmentally friendly and 
water-conserving features in our products; that's why our quality and 
reliability are widely recognized by the plumbing/electrician community 
and wholesale channels. We are third in market share in the U.S. ceramic 
fittings market, which gives us a very stable competitive edge. 

(B)  Clear strategic business placement and development models for core 
technology 
․ Self-owned brands and OEM two-pronged model: 

Utilizing the two-pronged model of self-owned brands and OEM, we 
combine product profiles and product lifecycle management systems to 
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reduce development costs and speed up product release schedules. In 
terms of sales strategies, we introduce products that coincide with the 
legislation, functional, and price demands of their respective markets 
globally and improve our profits by focusing on high-value innovative 
products. 

․ Mastering core development technology: 
We intend to take full advantage of key development technologies, 
proactively research and develop high added-value products, and 
improve technical production procedures, paired with strategic patent 
placement. This will allow us to enhance our products' value proposition. 

(C)  Strengthen the governance system of the board of directors and 
professional management teams, ensure that the company does honest 
business and has sustainable development 
With rich organizational experience, the company's technical capacity, 
production and manufacturing, customer relations, service network, and 
organizational and management culture have reached maturity. Under the 
board's supervision, professional management teams plan and develop 
short- and mid-term business plans, with the goal of precise management 
and efficiency, improvement of quality and cost control, and, eventually, a 
steady profit stream and growth. We also abide by the Company's 
commitment to sustainable growth and strive to develop sustainably 
through long-term planning, cautiousness, and steady steps. 

(5). Favorable and unfavorable factors to long-term development and response 
measures 

Favorable factors： 
Products and brand positioning in different markets globally, reducing the 
risk of relying solely on one market. In terms of environmental protection 
and energy conservation, the company's efforts to improve energy efficiency 
through integrated development of materials, production processes, and 
design have won us market recognition, which will spread across the globe 
to all other markets. 

Unfavorable factors： 
(A) Exchange rate risk: Group revenues come mainly from Europe and the 

Americas. Purchasing and production are located in China. The Group's 
foreign exchange is therefore affected by fluctuations in the Euro, USD 
and RMB. 
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Response strategies: On the financial side, suitable derivative financial 
instruments will be used for foreign currency hedging; on the marketing 
side, we will negotiate with our customers to share exchange rate risks. 

(B) Environmental laws and regulations: The global market and Western 
countries in particular are becoming increasingly stringent with regard to 
environmental protection. This in turn poses greater challenges for further 
research in materials and processes. 
Response strategies: By constantly developing novel materials and even 
non-metallic processes, it helps avoid possible metal pollution and meet 
environmental protection regulatory requirements in each country. 

(C) Market channel development: he Group's main customers are in Europe 
and America. The growth of the physical channel market has been 
relatively slow. 
Response strategies: In physical channels, retail sales and wholesales are 
equally emphasized in North America for purpose of expansion. 
Meanwhile, efforts are made to strengthen relations with clients who are 
brand owners. With their brand power and operation sites plus our 
production and design capabilities, it helps explore different layers of the 
distribution market. We are also continuing to study Internet sales 
systems in order to expand our reach to consumers and provide 
consumers with production information even more quickly.
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(III) Number of employees, mean number of years in service, mean age, and 
distribution of education in the most recent two years and up to the date 
of annual report publication： 

Consolidated financial statements： 

Year 2017 2018 
From this year to

February 28, 
2019 

Employee 
count 

Direct employees 3,235 3,273 3,118

Indirect employees 2,407 2,358 2,354

Total 5,642 5,631 5,472

Average age 36.8 37.5 38.2

Average years of service 7.8 8.0 8.5

Academic 
qualification 
(%) 

Ph.D 0.1 0.0 0.0

MA 1.6 1.6 1.6

University/College 15.9 15.7 16.1

High school 23.1 13.3 13.6

Below high school 59.3 69.4 68.7

(IV) Environmental protection expenditure information： 

Losses due to environmental pollution, total fines during the most recent, total 
amount of penalties up to the annual report publication date as well as future 
response strategies and potential expenses：None. 

(V) Employer-employee relations： 

Talent is the key to maintaining core competitiveness. Globe Union views employees 
as partners in sustainable growth based on the philosophy that "corporate growth is 
driven by constant innovation and developing the value of talent." We provide 
complete career development, an excellent workplace environment, and competitive 
pay. We also encourage teamwork and mutual learning to achieve better 
performance. This atmosphere shows that we take talent development very seriously, 
show care for organization members, and hope to help employees develop their 
individual and professional potential through constant learning and growth. 
1. List the company's employee welfare measures, continued education, training, 

retirement regulations and their actual implementation, along with 
employer-employee agreements, and measures for protecting employee rights: 
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(1) Employee benefits measures 
Remuneration: 

Includes monthly salaries, year-end bonuses, and employee bonuses 
distributed in accordance with the Articles of Association when the 
Company makes a profit. 
We use the annual "HR Evaluation Committee" to conduct objective 
assessments and provide employees with fair opportunities for promotion. 

Health and safety related benefits: 
Employees are provided with best care and protection. Various matters 
concerning them are taken care of according to the Labor Standards Act, 
National Health Insurance Act, and Labor Insurance Act. In addition, 
group accident insurance is planned for employees in order to increase 
overall protection for employees. Employee health management, 
periodical health examinations, employee cafeteria, breastfeeding rooms, 
and providing a safe and comfortable working environment. 

Education and entertainment related benefits: 
We provide scholarships for employees and their children, group travel 
subsidies, Dragon Boat and Mid-Autumn Festival bonuses, annual 
company banquet, performance bonuses, birthday bonus, childbirth, 
marriage, bereavement and holiday bonuses, fitness equipment and 
facilities, and encourage employees to establish clubs, including: 
Badminton club, yoga club, basketball club, bicycle club, and dance club; 
a fixed amount of subsidies is provided to each club on an annual basis. 

Related labor management measures are in compliance with applicable laws 
and regulations of the government, such as the Labor Standards Act, the Act 
of Gender Equality in Employment, the Occupational Safety and Health Act, 
and the Labor Insurance Act. We value employees' right to express their 
opinions, and therefore established an Employee Welfare Committee at our 
head office, unions in Shenzhen Chengshi and Shandong Milim. We sign 
labor contracts when employees are hired to protect their rights. 

(2) Employee development and training 
An abundance of high quality human resources is considered the foundation 
of corporate sustainability. We truly believe that "corporate growth is driven 
by constant innovation and developing the value of talent." Driven by this 
core business philosophy, we allocate a budget to provide employees with 
complete education and training every year, not only to improve their abilities 
and literacy, but also to bring out their potential and enhance our 
competitiveness. 
During 2018, a total of NT$15,359 thousand was spent on education and 
training, including 383 internal and external training sessions throughout the 
year that added up to 45,551 hours; a headcount of 32,278 people received the 
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training. Primarily: Leadership and management, culture and values, labor 
safety training, internal audit, quality management, technology R&D, 
accounting management, information management, and new employee 
orientation. 

Continuing education for managers： 

Name Title Course Name Organizer Date of 
Training Hours

Kuo-Chi 
Yen 

Chief 
Operations 
Officer 

Required course on 
management ability 

Internal Company 
Training 2018/6/20-6/21 14

Tsung-Min 
Chen 

Vice 
President GU2.0 WORKSHOP Internal Company 

Training 2018/11/13 7

Shu-Chi 
Lee 

Vice 
President 

Required course on 
management ability 

Internal Company 
Training 2018/6/20-6/21 14

Shu-Chi 
Lee 

Vice 
President GU2.0 WORKSHOP Internal Company 

Training 2018/11/13 7

Lei-Hui Lee 
Assistant 
Vice 
President 

Required course on 
management ability 

Internal Company 
Training 2018/6/20-6/21 14

Bhor-Chaou 
Chang 

Assistant 
Vice 
President 

Required course on 
management ability 

Internal Company 
Training 2018/6/20-6/21 14

Bhor-Chaou 
Chang 

Assistant 
Vice 
President 

GU2.0 WORKSHOP
Internal Company 
Training 2018/11/13 7

Jung-Chao 
Lin 

Assistant 
Vice 
President 

GU2.0 WORKSHOP
Internal Company 
Training 2018/11/13 7

Min-ling 
Wang 

Head of 
Accounting 

2018 Seminar on U.S. 
Tax Reforms Ernst & Young 2018/1/17 3

Min-ling 
Wang 

Head of 
Accounting 

Seminar on the 
"Applicability of 
China's Tax 
Agreements to 
Taiwanese Companies 
and the Latest Laws 
and Practices of 
Cross-Border 
Restructuring" 

Ernst & Young 2018/5/15 3

Min-ling 
Wang 

Head of 
Accounting 

Professional 
Development Course 
for Principal 
Accounting Officers 
of Issuers, Securities 
Firms, and Securities 
Exchanges 

Accounting 
Research and 
Development 
Foundation 

2018/6/21-6/22 12

Min-ling 
Wang 

Head of 
Accounting 

Internal Audit and 
Internal Control 
Practices Under IFRS 
15 Revenue from 

Accounting 
Research and 
Development 
Foundation 

2018/7/17 6
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Name Title Course Name Organizer Date of 
Training Hours

Contracts with 
Customers 

Min-ling 
Wang 

Head of 
Accounting 

Seminar on 
Amendments to the 
Company Act 

Ernst & Young 2018/7/30 3

Min-ling 
Wang 

Head of 
Accounting 

Required course on 
management ability 

Internal Company 
Training 2018/9/4-9/5 14

Min-ling 
Wang 

Head of 
Accounting 

Seminar on "Facing 
Changes in Tax 
Trends and New TP 
Challenges" 

PwC Taiwan 2018/11/29 3

 

(3) Pension Scheme 
The retirement plans of our Company and its subsidiaries in Taiwan are 
applicable to all formally hired employees. In compliance with the Labor 
Pension Act, our Company defines its appropriation plan and follows the plan 
by setting aside 6% from each employee's salary on a monthly basis to the 
personal pension account with the Labor Insurance Bureau. All pension funds 
are under the management of the Labor Pension Fund Supervision Committee 
and saved in the dedicated pension account in the name of the Labor Pension 
Fund Supervision Committee. They are completely separated from the 
Company and local subsidiaries. When colleagues retire under the old pension 
scheme, the appropriate pension is paid by the Company in accordance with 
the pension rates set out under Article 55 of the Labor Standards Act; there 
were 2 cases in 2018. 
Methods for seamless transition into the new retirement system of the Labor 
Standards Act: The value of pension to be paid upon retirement is calculated 
with the base number of years in service and the mean monthly salary 
approved at the time of retirement. For the first fifteen (or less) years of 
service, 2 points are given for every year of service. For additional years of 
service 1 point is given for each year. The maximum number of points is 45. 
Contributions equal to 2% of the total salary to the pension fund every month 
are deposited under the name of the Labor Pension Fund Supervision 
Committee in a dedicated account with the Bank of Taiwan. Before the end of 
each year, our Company and local subsidiaries calculate the balance of the 
aforementioned labor pension fund. If the balance is insufficient to pay the 
estimated pensions of employees eligible for retirement in the following year, 
a lump-sum payment is made before the end of March of the following year to 
make up for the difference. 
The pension plans and the allocation of funds to related pension managers for 
the Group's subsidiaries in other countries are to be based on local regulatory 
requirements. For subsidiaries in China, a set proportion of each employee's 
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total salary is set aside for pension insurance and paid to the relevant 
government agency in accordance with local laws. These are then deposited 
into individual pension accounts. 

(4) Measures for protecting employee rights 
Our Company's employee management policy complies with the Labor 
Standards Act and the relevant labor regulations. Internal management 
regulations are updated to reflect regulatory changes as necessary to ensure 
that employee rights are protected. 
Establishment of mechanisms for regular employee communication to ensure 
that employees understand the Company's operating principles: Besides the 
email box available for employees to provide feedback 
(gu.careyou@globeunion.com), our Company uses electronic notices, 
monthly "Birthday Party" events, regular employer-employee meetings 
required by law as well as briefings on current activities for the year and 
planning for the following year to keep employee up to date on company 
affairs. 

2. Losses incurred as a result of employer-employee disputes in the most recent 
year and as of the date the Annual Report was printed and estimated values that 
might occur now and in the future and their countermeasures: None.  

(VI) Important contracts: 

Nature of 
Contract 

Contracting parties 
Commencement 
date/expiration 

date 
Content Restrictive terms 

Syndicat
ed loan 
contract 

Eleven syndicated lending 
banks including CTBC Bank, 
O-Bank, E.Sun Bank, and 
Taipei Fubon Bank (lead 
arranger) 

2018.07.25
 -2023.07.25

Syndicated 
loan 

For the period of the 
loan, annual and Q2 
consolidated financial 
statements that have 
been audited by CPAs 
should be used as the 
basis for calculations 
and for maintaining 
specific financial ratios 

Land 
Lease 

Contract 

Taichung Branch of Export 
Processing Zone 
Administration, MOEA 

2013.10.01
 -2023.09.30

Land lease
May only be used for the 
specified business 
purpose 
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VI. Financial Information 
(I) Condensed profit and loss statements, statements of income, names of 

accountants, and audit opinions for the last five years 

1. Condensed profit and loss statement 
Consolidated Financial Statements (Based on the International Financial 
Reporting Standards) 

Unit: NT$ thousand 
Year 

Item 2014 2015 2016 2017 2018 

Current assets 11,772,970 11,226,041 10,035,597 10,249,528 9,975,744

Property, plant and equipment 1,968,198 2,043,136 1,677,650 1,574,872 1,541,094
Intangible assets (including 
business reputation) 2,041,170 1,949,219 883,260 853,373 823,222

Other assets 909,082 777,490 755,838 603,503 473,121

Total assets 16,691,420 15,995,886 13,352,345 13,281,276 12,813,181

Current 
liabilities 

Pre-distribution 6,976,688 6,149,226 5,805,197 5,761,721 5,225,531

After distribution 6,799,536 5,724,061 5,255,423 5,299,913 Not 
distributed

Non-current liabilities 2,811,703 2,534,993 1,893,916 1,420,317 1,612,835

Total 
liabilities 

Pre-distribution 9,788,391 8,684,219 7,699,113 7,182,038 6,838,366

After distribution 9,611,239 8,259,054 7,149,339 6,720,230 Not 
distributed

Equity attributable to owners 
of parent 6,802,855 7,209,085 5,571,297 6,023,651 5,897,630

Share capital 3,543,042 3,543,042 3,553,042 3,675,889 3,682,235
Additional paid-in capital 
(APIC) 916,938 920,265 940,467 1,026,759 1,032,019

Retaining 
earnings 

Pre-distribution 2,111,138 2,407,658 1,408,570 1,791,536 1,895,790

After distribution 1,933,986 1,982,493 858,796 1,329,728 Not 
distributed

Other rights 231,737 338,120 (285,914) (470,533) (526,207)

Treasury stock – – (44,868) - (186,207)

Non-controlling interests 100,174 102,582 81,935 75,587 77,185

Value of 
rights 

Pre-distribution 6,903,029 7,311,667 5,653,232 6,099,238 5,974,815

After distribution 6,725,877 6,886,502 5,103,458 5,637,430 Not 
distributed

The above consolidated financial information has been audited and certified by the CPAs. 
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Condensed profit and loss statement  
Individual Statements (Based on the International Financial Reporting Standards) 

Unit: NT$ thousand 

Year 
Item 

2014 2015 2016 2017 2018 

Current assets 1,975,046 2,236,238 1,672,665 2,069,151 2,242,070

Property, plant and equipment 97,359 95,512 95,679 86,414 84,413

Intangible assets 77,931 82,611 63,828 46,038 31,244

Other assets 9,781,238 10,150,927 8,518,175 8,783,406 9,176,106

Total assets 11,931,574 12,565,288 10,350,347 10,985,009 11,533,833

Current 
liabilities 

Pre-distribution 2,759,954 3,129,197 3,237,078 3,813,723 4,270,660
After 
distribution 

2,582,802 2,704,032 2,687,304 3,351,915 Not 
distributed

Non-current liabilities 2,368,765 2,227,006 1,541,972 1,147,635 1,365,543

Total 
liabilities 

Pre-distribution 5,128,719 5,356,203 4,779,050 4,961,358 5,636,203
After 
distribution 

4,951,567 4,931,038 4,229,276 4,499,550 Not 
distributed

Equity attributable to owners 
of parent 

6,802,855 7,209,085 5,571,297 6,023,651 5,897,630

Share capital 3,543,042 3,543,042 3,553,042 3,675,889 3,682,235
Additional paid-in capital 
(APIC) 

916,938 920,265 940,467 1,026,759 1,032,019

Retaining 
earnings 

Pre-distribution 2,111,138 2,407,658 1,408,570 1,791,536 1,895,790
After 
distribution 

1,933,986 1,982,493 858,796 1,329,728 Not 
distributed

Other rights 231,737 338,120 (285,914) (470,533) (526,207)

Treasury stock – – (44,868) – (186,207)

Value of 
rights 

Pre-distribution 6,802,855 7,209,085 5,571,297 6,023,651 5,897,630
After 
distribution 

6,625,703 6,783,920 5,021,523 5,561,843 Not 
distributed

The above financial information has been audited and certified by the CPAs. 
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2. Condensed comprehensive income statement 
Consolidated Financial Statements (Based on the International Financial 
Reporting Standards) 

Unit: NT$ thousand 

Year 
Item 

2014 2015 2016 2017 2018 

Operating income 19,987,526 19,945,545 19,304,125 17,910,124 17,879,120

Operating margin 5,296,485 5,513,701 5,657,522 5,076,134 4,894,358

Operating profit or loss 395,900 542,259 581,938 977,347 626,115
Non-operating income and 
expenses 

(93,300) 204,996 (860,537) 10,210 177,277

Net profit before tax 302,600 747,255 (278,599) 987,557 803,392
Net profit (loss) of 
continuing operations 

157,137 506,788 (482,557) 706,729 618,916

Losses from discontinued 
units 

– – – – –

Net profit (loss) of the 
term 

157,137 506,788 (482,557) 706,729 618,916

Other comprehensive 
income (OCI) for this 
period 
(Net income after tax) 

176,277 75,675 (722,656) (142,657) (23,631)

Total comprehensive 
income for the period 

333,414 582,463 (1,205,213) 564,072 595,285

Profit attributable to 
owners of the parent 
company 

154,471 502,913 (463,027) 698,342 618,220

Net income belongs to 
non-controlling interests 

2,666 3,875 (19,530) 8,387 696

Total comprehensive 
incomeattributable to 
owners of the parent 
company 

330,490 580,055 (1,185,124) 555,399 593,687

Total comprehensive 
incomeattributable to 
non-controlling interests 

2,924 2,408 (20,089) 8,673 1,598

Earnings per share (NT$) 0.44 1.42 (1.31) 1.98 1.69

The above consolidated financial information has been audited and certified by the CPAs.  
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Condensed comprehensive income statement 
Individual Statements (Based on the International Financial Reporting Standards) 

Unit: NT$ thousand 

Year 
Item 

2014 2015 2016 2017 2018 

Operating income 6,689,643 6,760,005 6,926,595 6,817,057 9,330,271

Operating margin 545,685 621,737 1,098,495 1,006,675 918,411

Operating profit or loss 97,037 180,394 449,170 478,459 93,152

Non-operating income and 
expenses 

223,157 369,861 (818,814) 281,399 595,394

Net profit before tax 320,194 550,255 (369,644) 759,858 688,546

Net profit of continuing 
operations 

154,471 502,913 (463,027) 698,342 618,220

Losses from discontinued 
units 

– – – – –

Net profit (loss) of the 
term 

154,471 502,913 (463,027) 698,342 618,220

Other comprehensive 
income (OCI) for this 
period 
(Net income after tax) 

176,019 77,142 (722,097) (142,943) (24,533)

Total comprehensive 
income for the period 

330,490 580,055 (1,185,124) 555,399 593,687

Profit attributable to 
owners of the parent 
company 

154,471 502,913 (463,027) 698,342 618,220

Net income belongs to 
non-controlling interests 

– – – – –

Total comprehensive 
income for the period that 
belongs to the owner of 
the parent company 

330,490 580,055 (1,185,124) 555,399 593,687

Total comprehensive 
income attributable to 
non-controlling interests 

– – – – –

Earnings per share (NT$) 0.44 1.42 (1.31) 1.98 1.69

The above financial information has been audited and certified by the CPAs. 
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3. Names of auditing CPAs of the most recent five years and their audit opinions 

Year CPAs Audit opinions 
2014 Tzu-Ping Huang, Hung-Kang Lin Unqualified opinion 
2015 Tzu-Ping Huang, Hung-Kang Lin Unqualified opinion 
2016 Tzu-Ping Huang, Hung-Kang Lin Unqualified opinion 
2017 Tzu-Ping Huang, Hung-Kang Lin Unqualified opinion 
2018 Tzu-Ping Huang, Hung-Kang Lin Unqualified opinion 

Reason for change of CPAs within the past five years: 
The changes in CPA were due internal organizational adjustments at Ernst & Young. 
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(II) Financial analysis for the last five years 

1. Consolidated Financial Analysis (Based on the International Financial 
Reporting Standards)  

Year
 
Analysis item 

Financial analysis for the last five years 

2014 2015 2016 2017 2018 

Financial 
Structure 
（％） 

Debt asset ratio 58.64 54.29 57.66 54.08 53.37
Ratio of long-term capital to 
property, plant and 
equipment 

493.59 481.94 449.86 477.47 492.35

Liquidity 
％ 

Current ratio 168.75 182.56 172.87 177.89 190.90

Quick ratio 104.17 114.49 116.28 122.56 124.70

Interest protection multiple 4.84 8.96 (2.77) 20.71 17.56

Operating 
ability 

Receivables turnover (times) 5.60 5.47 5.84 6.01 6.31

Average collection days 65.23 66.72 62.50 60.73 57.84

Inventory turnover (times) 3.57 3.42 3.77 4.13 4.06

Payables turnover (times) 5.41 5.37 5.46 5.41 5.68

Average days of sales 102.34 106.72 96.81 88.37 89.90
Property, plant and 
equipment 
Turnover (times) 

10.13 9.95 10.38 11.01 11.48

Total asset turnover (times) 1.20 1.22 1.32 1.34 1.37

Profitability 

Return on assets (%) 1.41 3.69 (2.93) 5.63 5.04

ROE (%) 2.32 7.13 (7.44) 12.03 10.25
Net income before tax to 
paid-in capital ratio (%) 

8.54 21.09 (7.84) 26.87 21.82

Net profit margin (%) 0.77 2.52 (2.40) 3.90 3.46

Earnings per share (NT$) 0.44 1.42 (1.31) 1.98 1.69

Cash 
flows 

Cash flow ratio (%) (5.28) 5.10 30.03 13.18 17.07
Cash flow adequacy ratio 
(%) 

20.38 3.65 69.92 92.62 84.33

Cash re-investment ratio (%) (4.59) 1.32 14.58 4.49 3.79

Leverage 
Operating leverage 2.03 1.74 1.77 1.30 1.45

Financial leverage 1.31 1.27 1.12 1.06 1.08

Please explain reasons for changes in financial ratios in the last two years. 
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(Analysis is not needed when increase/decrease is less than 20%) 

Explanation for change of over 20% between 2018 and 2017: 
1﹒Decrease in cash flow ratio: 

Mainly due to a NT$536,190 thousand decrease in current liabilities from 
the previous year. This was due to the decrease of NT$408,254 thousand 
in short-term loans this year and long-term loans that will mature within 
one year or one operating cycle. Mainly due to a NT$132,528 thousand 
decrease in net cash flow from operating activities this year compared with 
last year. This was due to the decrease of NT$143,536 thousand in income 
tax paid this year. 

 
 
The formulas are as follow: 

1.Financial Structure 
(1)Debt asset ratio = total liabilities / total assets. 
(2)Ratio of long-term capital to property, plant and equipment = (Value of rights 

+ Non-current liabilities)/net amount of property, plant and equipment. 
2.Liquidity 

(1)Current ratio = current assets / current liabilities. 
(2)Quick ratio = (current assets - inventory - prepaid expense) / current liabilities. 
(3)Interest protection multiple = net income before income tax and interest 

expense / current interest expense. 
3.Operating ability 

(1)Receivables (including accounts receivable arising from operation notes 
receivable) turnover ratio = net sales / average receivables (including 
accounts receivable arising from operation notes receivable) balances. 

(2)Average collection days = 365 / receivables turnover. 
(3)Inventory turnover ratio = cost of goods sold / average amount of inventory. 
(4)Payable (including accounts payable arising from operation notes payable) 

turnover ratio = cost of goods sold / average payables (including accounts 
payable arising from operation notes payable) balances. 

(5)Average days of sales = 365 / inventory turnover. 
(6)Property, plant and equipment turnover ratio = net sales / average net for 

property, plant, and equipment. 
(7)Total asset turnover = net sales / total average assets. 

4.Profitability 
(1)Return on assets = [profit and loss after tax + interest expense × (1 - tax rate)] 

/ total average assets. 
(2)Return on equity＝ profit and loss after tax / net average shareholders' equity. 
(3)Net profit margin = profit and loss after tax / net sales. 
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(4)Earnings per share = (Income belonging to parent company - stock dividend 
of preferred stocks) / weighted average of issued shares. 

5.Cash flows 
(1)Cash flow ratio = new cash flows from operating activities / current liabilities. 
(2)Net cash flow adequacy ratio = net cash flows from operating activities in the 

past five years / (capital expenditure + increase in inventory + cash dividend) 
in the past five years. 

(3)Cash re-investment ratio = (Net cash flow of operating activities - cash 
dividend) / (gross amount of property, plant and equipment + long-term 
investment + other non-current assets + operating capital). 

 
6.Leverage: 

(1)Operating leverage = (net operating income - current operating cost and 
expense) / operating profit. 

(2)Financial leverage = operating profit / (operating profit - interest expense). 
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2. Individual Financial Analysis (Based on the International Financial Reporting 
Standards)  

Year 
 
Analysis item 

Financial analysis for the last five years 

2014 2015 2016 2017 2018 

Financial 
Structure 
（％） 

Debt asset ratio 42.98 42.63 46.17 45.16 48.87

Ratio of long-term capital 
to property, plant and 
equipment 

9,420.41 9,879.48 7,434.51 8,298.75 8,604.33

Liquidity 
％ 

Current ratio 71.56 71.46 51.67 54.26 52.50

Quick ratio 64.15 64.78 46.28 45.47 44.22
Interest protection 
multiple 

8.60 11.59 (79.25) 23.29 22.57

Operating 
ability 

Receivables turnover 
(times) 

5.69 4.37 5.07 5.68 7.19

Average collection days 64.15 83.52 71.99 64.26 50.76
Inventory turnover 
(times) 

34.39 34.46 36.36 27.10 29.03

Payables turnover (times) 6.89 4.10 3.93 3.66 3.76

Average days of sales 10.61 10.59 10.04 13.47 12.57
Turnover (times) of 
property, plant and 
equipment 

67.77 70.10 72.46 74.87 109.24

Total asset turnover 
(times) 

0.59 0.55 0.60 0.64 0.83

Profitability 

Return on assets (%) 1.76 4.48 (3.72) 6.82 5.72

ROE (%) 2.32 7.18 (7.25) 12.05 10.37
Net income before tax to 
paid-in capital ratio (%) 

9.04 15.53 (10.40) 20.71 18.70

Net profit margin (%) 2.31 7.44 (6.68) 10.24 6.63

Earnings per share (NT$) 0.44 1.42 (1.31) 1.98 1.69

Cash 
flows 

Cash flow ratio (%) 10.51 16.29 25.79 18.28 16.21
Cash flow adequacy ratio 
(%) 

32.67 78.67 120.88 195.14 171.80

Cash re-investment ratio 
(%) 

(40.21) (52.73) (31.60) (23.15) (7.97)

Leverage 
Operating leverage 2.61 0.89 1.17 0.96 1.74

Financial leverage 2.37 1.44 1.11 1.08 1.52
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Please explain reasons for changes in financial ratios in the last two years. (Analysis 
is not needed when increase/decrease is less than 20%) 

Explanation for change of over 20% between 2018 and 2017: 
1. Increase in receivables turnover (times) and decrease in average collection 

days: 
Mainly due to a NT$2,513,214 thousand increase in net sales this year. 

2. Increase in Property, Plant and Equipment Turnover (Times), Increase in Total 
Asset Turnover (Times), and Decrease in Net Profit Margin: 
Mainly due to a NT$2,513,214 thousand increase in net sales this year. 

3. Increase in cash re-investment ratio: 
Mainly due to a NT$284,018 thousand decrease in operating capital. 

4. Increase in financial leverage and increase in operating leverage: 
Mainly due to a NT$385,307 thousand decrease in operating profits. 
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(III) Audit Committee Audit Report 

 

Globe Union Industrial Corp. 

Audit Committee Audit Report 
 

The Board of Directors has prepared and submitted the 2018 business report, 

financial statements, and earnings distribution proposal. Ernst & Young audited the 

financial statements and submitted an audit report. The Audit Committee has 

reviewed the business report, financial statements, and the earnings distribution 

proposal and did not find any instances of noncompliance. According to Article 14-4 

of the Securities and Exchange Act and Article 219 of the Company Act, it is hereby 

submitted for your review and perusal. 

 

 

 

Globe Union Industrial Corp. 

Convener of the Audit Committee:Young-Sheng Hsu 

 

 

 

March 29, 2019

- 127 -



 

(IV) Financial reports of the most recent year: Please refer to pages 149 to 

278. 

(V) The most recent CPA-certified individual financial report: Please refer 

to pages 279 to 386. 

(VI) If the company and its affiliated companies experienced instances of 

financial difficulties in the most recent year and up to the publication 

date of this annual report, state their impact on the financial position of 

the Company: None. 

  

- 128 -



 

VII. Review of Financial Conditions, 
Operating Results, and Risk 

Management 
(I) Financial position 

Comparative analysis of financial position (Consolidated financial statements)   

Unit: NT$ thousand 

Year 
Item 

2018 2017 
Difference 

Amount % 
Current assets 9,975,744 10,249,528 (273,784) (2.67)
Property, plant and 
equipment 1,541,094 1,574,872 (33,778) (2.14)

Intangible assets (including 
business reputation) 823,222 853,373 (30,151) (3.53)

Other assets 473,121 603,503 (130,382) (21.60)
Total assets 12,813,181 13,281,276 (468,095) (3.52)

Current liabilities 5,225,531 5,761,721 (536,190) (9.31)
Non-current liabilities 1,612,835 1,420,317 192,518 13.55

Total liabilities 6,838,366 7,182,038 (343,672) (4.79)
Equity attributable to owners of 
parent 5,897,630 6,023,651 (126,021) (2.09)

Share capital 3,682,235 3,675,889 6,346 0.17
Additional paid-in capital 
(APIC) 1,032,019 1,026,759 5,260 0.51

Retaining earnings 1,895,790 1,791,536 104,254 5.82
Other rights (526,207) (470,533) (55,674) 11.83
Treasury stock (186,207) - (186,207) 0.00
Non-controlling interests 77,185 75,587 1,598 2.11

Value of rights 5,974,815 6,099,238 (124,423) (2.04)

1. Explanation for changes of over 20%: 
Decrease in other assets compared with 2017: Mainly due a NT$60,947 thousand 
decrease in long-term pre-paid rent. 

2. Impacts of changes in the financial standing over the past two years and 
countermeasures: No significant impact on financial position.

- 129 -



 

 

(II) Financial performance 

Comparative analysis of financial performance (consolidated financial statements) 

  Unit: NT$ thousand 

Year 
Item 

2018 2017 
Difference 

Amount % 
Operating income 17,879,120 17,910,124 (31,004) (0.17)
Operating margin 4,894,358 5,076,134 (181,776) (3.58)
Operating profit or loss 626,115 977,347 (351,232) (35.94)
Non-operating income and 
expenses 177,277 10,210 167,067 1,636.31

Net profit before tax 803,392 987,557 (184,165) (18.65)
Net profit of continuing 
operations 618,916 706,729 (87,813) (12.43)

Losses from discontinued 
units － － － －

Net profit (loss) of the 
term 618,916 706,729 (87,813) (12.43)

Other comprehensive 
income (OCI) for this 
period 
(Net income after tax) 

(23,631) (142,657) 119,026 (83.44)

Total comprehensive 
income for the period 595,285 564,072 31,213 5.53

Net profits attributable to 
owners of the parent 
company 

618,220 698,342 (80,122) (11.47)

Net profits attributable to 
Non-controlling interests 696 8,387 (7,691) (91.70)

Total comprehensive 
income attributableto 
owners of the parent 
company 

593,687 555,399 38,288 6.89

Total comprehensive 
income attributableto 
non-controlling interests 

1,598 8,673 (7,075) (81.58)

Earnings per share (NT$) 1.69 1.98 (0.29) (14.65)

1.Explanation for changes of over 20%: 
(1)Decrease in operating profit or loss compared with 2017: 

Mainly due to an increase of NT$181,776 thousand in operating margin and 
NT$169,456 thousand in operating expenses. 

(2)Increase in non-operating income and expenses over 2017: 
Mainly due to an increase of NT$207,508 thousand in net exchange gains. 

(3)Increase in other comprehensive income (net income after tax) over 2017: 
Mainly caused by an NT$129,442 thousand increase compared to the financial 
report conversion differences of overseas operating sites in 2017. 

(4)Decrease in net income attributable to non-controlling interests compared to 2017: 
Mainly due to the decrease in profits of subsidiaries. 
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(5)Decrease in comprehensive income attributable to non-controlling interest 
compared to 2017: 

Mainly due to the decrease in profits of subsidiaries. 
 

2. Sales forecast for the coming year and basis: 
Our Company's sales forecasts are based on the industry environment as well as 
supply and demand. Our production capacity and business development are also 
taken into account. Our Company has a large product portfolio and each product uses 
a different unit of measurement so anticipates sales are not listed here. The 
anticipated distribution of product sales is: Faucets&spray aerator products 44%, 
ceramics 33%, kitchen products 2%, other 21%. 
 

(III) Cash flows: 

1. Analysis on the cash flow changes during the current year (Consolidated 
financial statements) 

Unit: NT$ thousand 

Cash balance 
at beginning 

of year 

Annual net 
cash flow 

from 
operating 
activities 

Annual net 
cash flow 

from 
investment 
activities 

Annual net 
cash flow 

from 
fund-raisin
g activities

Effects of 
changes 

in 
exchange 

rates 

Cash balance at 
end of period 

3,088,625 892,143 65,692 (884,728) (59,940) 3,101,792

Annual cash flow analysis 
1.Net cash inflow from operating activities of NT$892,143 thousand: 

Primarily: 

Main cash inflow subtotal of NT$1,602,729 thousand: 
Net profit before tax this year were NT$803,392 thousand and income 
charges (credits) not affecting cash flow NT$214,147 thousand. Accounts 
receivable increased NT$397,521 thousand. 

Cash outflow sub-total of NT$710,586 thousand: 
Inventory increased by NT$257,449 thousand, and other payable items 
decreased by NT$204,936 thousand, which was caused by the 
NT$91,968 thousand business income tax payment and NT$48,507 
thousand interest payment. 

2.Net cash inflow from investment activities of NT$65,692 thousand: 
Primarily: 

1.Cash outflow of NT$389,831 thousand for acquiring property, plants, 
and equipment. 
2.Cash inflow of NT$463,667 thousand from decrease in financial assets 
measured at amortized cost. 
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3.Net cash outflow for fund-raising activities of NT$884,728 thousand: 
Mainly due to: Increase of NT$998,000 thousand in short-term loans 
(NT$998,000 thousand for Globe Union), repaid NT$1,076,333 thousand in 
short-term loans (Globe Union repaid NT$851,000 thousand and PJH repaid 
NT$225,333 thousand), increase of NT$1,000,000 thousand (NT$1,000,000 
thousand for Globe Union) in long-term loans (including loans that will 
mature within one year), repaid NT$1,081,020 thousand in long-term loans 
(including loans that will mature within one year) (Globe Union repaid 
NT$1,075,770 thousand and Home Boutique repaid NT$5,250 thousand), 
Globe Union distributed NT$549,774 thousand in cash dividends and 
treasury stock increased NT$186,207 thousand. 

2. Cash flow analysis for the coming year             Unit: NT$ thousand 

Cash balance at 
beginning of 

period 
(1) 

Forecast net 
cash flow from 

operating 
activities for the 

entire year 
(2) 

Forecast cash 
outflow for the 

entire year 
(3) 

Expected cash 
surplus (deficit)

(1)+(2)-(3) 

Remedial measures for cash 
deficit 

Investment 
plans 

Financing 
plan 

3,101,792 1,348,151 436,985 4,012,958 – –

1.Change in cash flow analysis for the coming year: 
Operational improvements are expected to generate cash flow from operating 
activities in 2019; expenses will be mainly capital expenses such as 
distribution of dividends and replacement of production equipment. 

2.Expected cash deficit remedies and liquidity analysis: None. 

(IV) The effects that significant capital expenditures have on financial 

operations in the recent year: None. 

(V) Investment policy in the past year, profit/loss analysis, improvement 

plan, and investment plan for the coming year: None. 

(VI) Risk analysis of the following items in the most recent year and up to 

the date of annual report publication: 

1. Impact of interest rate and exchange rate changes and inflation on Company's 
profit and response measures: 
(1).The effect of interest rate fluctuations on company earnings and losses as 

well as response measures: 
Interest rate risk is the risk that the fair value or future cash flows of a 
financial instrument will fluctuate because of changes in market interest rates. 
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The Group's exposure to the risk of changes in market interest rates relates 
primarily to the Group's loans and receivables at variable interest rates, bank 
borrowings with fixed interest rates and variable interest rates. 
The Group manages its interest rate risk by having a balanced portfolio of 
fixed and variable loans and borrowings and entering into interest rate swaps. 
Hedge accounting does not apply to these swaps as they do not qualify for it. 
The effect of interest rate fluctuations on company earnings and losses: 

NT$ thousand; % 
Item 2018 

Net interest income (expense) A 22,887
Operating income B 17,879,120
Operating profit C 626,115
A/B 0.13%
A/C 3.66%

The interest rate sensitivity analysis is performed on items exposed to interest 
rate risk as at the end of the reporting period, including investments and 
borrowings with variable interest rates and interest rate swaps. At the 
reporting date, a change of 10 basis points of interest rate in a reporting period 
could cause the profit for the year ended December 31, 2018 to decrease by 
NT$2,767 thousand. 
Future response measures: Currently, interest rate levels in various countries 

are at a relatively low point, which will reduce the 
Company's overall costs when it borrows from banks. We 
will continue to monitor interest rate trends in the future in 
order to formulate the Company's investment and financing 
strategy.  

(2).The effect of exchange rate fluctuations on company earnings and losses as 
well as response measures: 

Exchange rate risk is mainly linked to operating activities (when the currency 
used for income or expenses is different from the Group's functional currency) 
and net investments of overseas operating entities. 

The Group has certain foreign currency receivables to be denominated in the 
same foreign currency with certain foreign currency payables, therefore 
natural hedge is received. The Group also uses forward contracts to hedge the 
foreign currency risk on certain items denominated in foreign currencies. 
Hedge accounting is not applied as they did not qualify for hedge accounting 
criteria. Furthermore, as net investments in foreign subsidiaries are for 
strategic purposes, they are not hedged by the Group. 
The effect of exchange rate fluctuations on company earnings and losses: 
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NT$ thousand; % 
Item 2018 

Currency exchange gains and losses A 89,566
Operating income B 17,879,120
Operating profit C 626,115
A/B 0.50%
A/C 14.31%

 

Analysis of sensitivity to exchange risk risks is focused mainly on the main 
foreign currency items at the end of the reporting period and how the 
appreciation/depreciation of related foreign currencies affect the Group's 
profit and loss. Our Group's exchange risk is mainly affected by fluctuations 
in the exchange rates of USD and RMB. 
 
When NTD appreciates by 1% against USD, its influence on the company's 
equity or profit (loss) is as follows (NT$ thousand): 

 

 Equity 
increase 

(decrease) 
Loss (profit) 

2018 $- $10,208 

When NTD appreciates by 1% in against RMB, its influence on the 
company's equity or profit (loss) is as follows: 

 
 Equity 

increase 
(decrease) 

Loss (profit) 

2018 $- $(4,473) 

When NTD value depreciates in relation to the aforementioned currencies, if 
other variable factors remain unchanged, it will have an equivalent or 
negative impact on the amount of the aforementioned currencies in 2018 and 
2017. 
Future response measures: Our Group's main source of exchange risk comes 

from conversion between NT$ and USD, and between NT$ 
and RMB. The account receivables and account payables in 
foreign currencies have a natural hedging effect. We 
routinely conduct forward foreign exchange sales and 
purchases for next exposure on the difference between 
receivables and payables in order to reduce the exchange 
risks. 
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(3).Response measures for inflation: 
Copper and zinc, two of the raw materials required during our Company's 
production process, are not only affected by global production demand; their 
prices are also influenced by speculative hot money. Our Company looks at 
both commodity prices and overall economic developments to determine the 
need for avoidance. We also examine product combinations to minimize 
interference with production from fluctuations in material prices. 

2. Policies, main causes of gain or loss and future response measures with respect 
to high-risk, high-leveraged investments, lending or endorsement guarantees, 
and derivatives transactions: 
To manage financial risk, the Company does not engage in high-risk, 
high-leverage investments or lending to others. 
To control transaction risks, the Company has defined international management 
regulations and operating procedures aimed at ensuring sound finances and 
operations in accordance with the relevant government laws and regulations. The 
management regulations "Procedure for the Acquisition and Disposal of Assets", 
"Operating Procedures of Fund Lending", and the "Endorsement Assurance 
Guidelines." 
All Company transactions in derivative financial products are for hedging 
purposes rather than for trading or speculative purposes. Exposure to major risks 
are therefore limited. 

3. Future R&D Programs and Expected R&D Investment: 
1. Retraction optimization of Kitchen pulldown faucet. 
2. Magnetic docking system for kitchen pulldown sprayer retraction. 
3. Next generation water saving PB valve development. 
4. Easy installation, fast mount nut. 
5. Generation III, faucet top mount installation. 
6. Mechanical touch on / off switch for Kitchen faucte. 
7. Hi cleaning performance kitchen faucet sprayer development. 
8. Next generation smaller cartridge and lower body development. 
9. Toilet high pressure casting tooling development. 
10. Advanced coating technology development for anticorrosio. 
11. Surface treatment technology for new material. 
12. Hi-density polymer material development. 
13. New material design and application for faucet. 
The abovementioned projects require a budget of NT$6,700 thousand. 

4. Major changes in government policies and laws at home and broad, the impact 
on Company finance and business, and response measures: 
The Company asks professional legal and accounting units to provide 
assessments, advice as well as response measures to ensure compliance and 
reduce the impact on Company finances. Important government policies as well 
as legal changes at home and abroad in recent years have had no major impact 
on Company operations. 
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5. Impact of recent technological and market changes on the Company's finance 
and business, and response measures: None. 

6. Impact of corporate image change on risk management and response measures: 
Our Company's enjoys a good corporate image and there have been no reports 
that detract for our corporate image. 

7. The expected benefits and possible risks of mergers and acquisitions as well as 
the responding measures: N/A. 

8. Expected benefits and possible risks of factory expansions as well as the 
response measures: N/A. 

9. Risks associated with over-concentration in purchase or sale and response 
measures: This event did not occur at the Company.    

10. Impact of mass transfer of equity by or change of directors, supervisors, or 
shareholders holding more than 10% interest on the Company, associated risks 
and response measures: N/A. 

11. The effects that change in management has on the Company as well as risk and 
responding measures: N/A. 

12. Litigation or non-litigation events: 
Involving the Company or the Company's directors, supervisors, president, de 
facto company representative, majority shareholders holding more than 10% 
of the Company's shares, or subsidiary: N/A. 

13. Other significant risks and response measures: 

Risk of cyberattacks: 
We did not find any major cyberattacks or operations being affected by 
damaged systems from 2018 to the date of annual report publication. There 
was no material negative impact on our business and operations, and we were 
not involved in any legal cases or investigated for related incidents. 
Denial of Service (DoS) attacks can be launched externally or through an 
infected system in the intranet, and sabotage the Company's operations or 
damage the Company's business reputation. Therefore, in the event of a 
severe cyberattack, our systems may lose important data or production lines 
may be temporarily shut down because issues caused by the attack have not 
be resolved. 
Cyberattacks may also be attempts to steal the Company's trade secrets or 
other intellectual property and confidential information, such as: Exclusive 
information of customers or other stakeholders and personal information of 
employees. Hackers may attempt to infect the Company's network system 
externally or internally through a computer virus, malware, or ransomware, 
and interfere with the Company's operations or use control over computer 
systems to extort the Company or access classified information. These 
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attacks may cause the Company to sustain damages from needing to 
compensate customers due to delay or suspension of purchase orders, or may 
incur massive expenses for remedial and improvement measures. This may 
also cause the Company to be involved in legal cases or be investigated for 
leaking information of customers or third parties that the Company is 
obligated to keep confidential, and will cause the Company to bear great 
liability. 
We ensure the security, completeness, and effectiveness of data through 
backups and annual reviews of network security regulations and protocols, 
such as setting up a firewall, regular disaster drills, and reviewing the 
recovery plan, as well as timely upgrades of information security. We are 
using integrated information security equipment of credible third parties, and 
continue to subscribe to their security updates for overall information 
security. 
Furthermore, due to business and operational requirements, we need to share 
highly sensitive information with third parties, so that they can provide 
services to the Company or affiliated enterprises. Even though we require 
third party service providers to comply with confidentiality and/or network 
security regulations in the service contract, but it does not guarantee that 
every third party service provider will comply with or strictly abide by these 
obligations. The intranet system and/or external cloud network (such as 
servers) maintained by the above service providers and/or their contractors 
are also at risk of cyberattacks. 
If the Company or service providers cannot immediately resolve the difficult 
technical issues caused by cyberattacks, or ensure the reliability and 
availability of the Company's data (and data that belongs to the Company's 
customers or other third parties), or maintain control over computer systems 
of the Company or other service providers, it may severely damage our 
commitment to customers and other stakeholders. It may also have a severely 
negative effect on our business results, financial position, future prospects, 
and reputation. 
In summary, we have established a complete network and computer security 
system to control or maintain important corporate functions, such as sales, 
development, production, and accounting, which reasonably lowers risk. 
However, network security is a volatile field and it cannot guarantee that the 
Company will not be affected by new risks and attacks. It also does not 
ensure that our computer systems can entirely avoid cyberattacks from a 
paralyzed third party system. 

(VII) Other important matters: None.  
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2. Affiliate profiles 

December 31, 2018 

Company name Date of 
establishment Address Paid-in capital Main 

business/products

Globe Union Industrial 
(BVI) Corp. 1996.07.26 

P.O. BOX 3340,Road 
Town, Tortola, British 
Virgin Islands 

NTD 
1,434,538,392 

Holding company 

Shenzhen Globe Union 
Enterprise Co., Ltd. 2001.03.13 

Fushan Industrial District, 
Qiaotou Community of 
Fuyong Subdistrict, 
Bao'an District, Shenzhen 
City, People’s Republic of 
China 

RMB 
380,459,896.03 

Manufacture and 
sale of bathroom 
fittings 

Chengxinzhao 
(Zhangzhou) Hardware 
Co., Ltd. 

2006.04.11 

Cihu Industrial Park, 
Zhangpu County, Fujian 
Province, People's 
Republic of China 

RMB 
40,340,025.73 

Manufacture and 
sale of bathroom 
fittings 

Globe Union Cayman 
Corp. 2004.09.02 

Scotia Center, 4th Floor , 
P.O.Box 2804, Geroge 
Town, Grand Cayman, 
Cayman Islands 

NTD 
3,182,132,179 

Holding company 

Globe Union Germany 
GmbH & Co.KG 
(Previously Lenz 
Badkultur GmbH & Co. 
KG) 

2004.12.01 Dreherstr. 11, 59425 
Unna, Germany 

Euro 
17,000,000 

Sale of bathroom 
products 

Globe Union 
Verwaltungs GmbH  
(Previously Globe Union 
Germany GmbH) 

2004.10.08 Dreherstr. 11, 59425 
Unna, Germany 

Euro 
1,755,000 

Holding company 

Milim G&G Ceramics 
Co., Ltd. 1992.10.05 

Jinshangwa Town, Fangzi 
District, Weifang City, 
Shandong Province, 
People's Republic of 
China 

RMB 
223,813,280 

Manufacture and 
sale of bathroom 
ceramics 

Globe Union (Bermuda) 
Ltd. 2000.03.06 

21 Laffan Street, 
Hamilton, HM 09 
Bermuda 

NTD 
3,098,446,597 

Holding company 

ARTE EN BRONCE, 
S.A. DE C.V. 1978.08.11 

Alfredo Del Mazo No.15 
C.Col.Parque Industrial 
E1 Cerrillo Lerma, Edo, 
De Mexico 

PHP 
9,000,000 

Product sales and 
service center, 
customer service 
center 
 

Globe Union Group, Inc. 2002.03.27 
2500 Internationale 
Parkway, Woodridge, IL 
60517-4979, USA 

USD 
63,734,859 

Holding company 

Globe Union (Canada) 
Inc. 1999.06.08 9260 Cote de Liesse, QC, 

H8T1A1, Canada  
CAD 

7,298,630 

Sales and 
Marketing Support 
Services 

DANZE, INC.    2000.05.15 
2500 Internationale 
Parkway, Woodridge, IL 
60517-4979, USA 

USD 
33,035,522.60 

Overseas sales 
center 
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Company name Date of 
establishment Address Paid-in capital Main 

business/products

GERBER PLUMBING 
FIXTURES LLC 2003.02.14 

2500 Internationale 
Parkway, Woodridge, IL 
60517-4979, USA 

US$ 
42,236,382 

Assembly and sale 
of bathroom 
products 

GLOBE UNION 
SERVICES, INC. 2005.04.29 

2500 Internationale 
Parkway, Woodridge, IL 
60517-4979, USA 

US$ 
1,000,000 

Marketing support 
service  

Home Boutique 
International 
Co., Ltd. 

2002.12.24 
1F, No. 260, Dunhua 
North Road, Songshan 
District, Taipei City 

NTD 
720,000,000 

Installation, 
distribution, 
purchase and sale 
of kitchen and 
bathroom 
equipment 

Yi Ser Co, Ltd. 2005.08.16 
4F-3, No. 109, Sec. 6, 
Minquan E. Rd., Neihu 
Dist., Taipei City, Taiwan  

NTD 
15,000,000 

Installation, 
distribution, 
purchase and sale 
of kitchen and 
bathroom 
equipment 

GREAT HOPE 
MANAGEMENT 
CONSULTING INC. 

2004.08.26 Offshore Chambers, P.O. 
Box217, Apia, Samoa. 

NTD 
405,177,675 

Holding company 

HB Co., Ltd., Hsinchu 2010.12.14 
No. 532, Xianzheng 2nd 
Rd., Zhubei City, Hsinchu 
County, Taiwan 

NTD 
25,000,000 

Installation, 
distribution, 
purchase and sale 
of kitchen and 
bathroom 
equipment 

GLOBE UNION (UK) 
LIMITED 2007.02.02 

Alder House Slackey 
Brow Kearsley Bolton 
Lancashire BL4 8SL 

GBP 
39,529,845 

Holding company 

P.J.H. GROUP LIMITED 1972.05.26 Alder House Kearsley 
Bolton BL4 8 SL 

GBP 
7,500,000 

Sale of kitchen and 
bathroom products

PJH TRUSTEES 
LIMITED 1994.06.09 

Alder House, Slackey 
Brow, Kearsley, Bolton, 
UK, BL4 8 SL 

GBP 
2 

Trust company 

PJH (HK) LIMITED 2005.07.21 
FLAT/RM 05-6 17/F 248 
QUEEN′S ROAD EAST 
WANCHAI HK 

HKD 
10 

Holding company 

PJH Business 
Consultancy (Shanghai) 
Company Limited 

2006.01.05 
Building A, 4F, No. 979, 
Wuding Rd. Shanghai 
City 

RMB 
519,514.05 

Consulting 
company 

3. Controlling and subordinate companies with identical shareholders: N/A 

4. Overall businesses covered by affiliates: The business activities of our Company and 
affiliates include: The manufacturing industry, the trading industry and investment 
companies.   
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5. Information on the directors and supervisors of affiliated companies 

December 31, 2018Unit: NT$ thousand: Shares: % 

Company name Title Name or representative 

Shareholding 

No. of shares 
Shareholding 

percentage 
(%) 

Globe Union Industrial 
(BVI) Corp. Director 

Scott Ouyoung 
Tsung-Min Chen 
(Representative of Globe Union Industrial 
Corp.) 

 
44,427,680 

 
100.00

Shenzhen Globe Union 
Enterprise Co., Ltd. 

Director 
Director 

Supervisor 
 
 

Scott Ouyoung 
Jung-Chao Lin, Tsun-chu Chou 
Tsung-Min Chen 
(Representative of Globe Union Industrial 
(BVI) Corp.) 

No issued 
shares 100.00

Chengxinzhao 
(Zhangzhou) Hardware 
Co., Ltd. 

Director 
Director 
Director 

Supervisor 
 
 

Song-Shan Chung 
Min-Chih Chung, Kuo-Chi Yen 
Chiu-Chih Chung, Da-Ying Zhang 
Chien-Chie Chung 
(Representative of Globe Union Industrial 
(BVI) Corp.) 

No issued 
shares 49.00

Globe Union Cayman 
Corp. Director 

SCOTT OUYOUNG 
ANDREW YATES   
Tsung-Min Chen 
(Representative of Globe Union Industrial 
Corp.) 

97,113,389 100.00

Globe Union Germany 
GmbH & Co.KG 
(Previously Lenz 
Badkultur GmbH & 
Co. KG) 

Director 

SCOTT OUYOUNG 
Tsung-Min Chen  
ANDREW YATES  
Nathalie Vandecraen 
(Representative of Globe Union Cayman 
Corp.) 

17,000,000 100.00

Globe Union 
Verwaltungs GmbH  
(Previously Globe 
Union Germany 
GmbH) 

Director 

SCOTT OUYOUNG 
Tsung-Min Chen  
ANDREW YATES 
Nathalie Vandecraen 
(Representative of Globe Union Cayman 
Corp.) 

1,755,000 100.00

Milim G&G Ceramics 
Co., Ltd. 

Director 
Director 

Supervisor 
 
 

 

Scott Ouyoung 
Zhen-Hui Jin, Hong-Ting Wang 
Kuo-Hsiang Cao, Jun-Xian Chen, 
Tsung-Min Chen 
(Representative of Globe Union 
(Bermuda) Ltd.) 
(Representative of Globe Union Industrial 
(BVI) Corp.) 

No issued 
shares 89.29

10.71

Globe Union 
(Bermuda) Ltd. Director 

Scott Ouyoung, Tsung-Min Chen 
(Representative of Globe Union Industrial 
Corp.) 

93,449,027 100.00
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Company name Title Name or representative 

Shareholding 

No. of shares 
Shareholding 

percentage 
(%) 

ARTE EN BRONCE, 
S.A. DE C.V. Director 

RODOLFO MIJARES GARZA 
SCOTT OUYOUNG 
MICHAEL ERIC WERNER 
GUILLERMINA MIJARES OVIEDO 
PEDRO MIJARES OVIEDO 
(Representative of Globe Union 
(Bermuda) Ltd.) 

4,400,000 48.89

Globe Union Group, 
Inc. Director 

SCOTT OUYOUNG、KEITH E YURKO
(Representative of Globe Union 
(Bermuda) Ltd.) 

100 100.00

Globe Union (Canada) 
Inc. Director 

SCOTT OUYOUNG  
Keith Yurko 
DANIEL MERCIER 
(Representative of Globe Union Group 
Ltd.) 

5,824,000 100.00

DANZE, INC. Director 
SCOTT OUYOUNG 
(Representative of Globe Union Group 
Ltd.) 

700 100.00

GERBER PLUMBING 
FIXTURES LLC Director 

SCOTT OUYOUNG 
Keith Yurko 
Tsung-Min Chen 
(Representative of Globe Union Group 
Ltd.) 

9,335,000 
ordinary 

shares 
32,901,382 

preferred 
stocks 

100.00

GLOBE UNION 
SERVICES, INC. Director 

KEITH E YURKO 
(Representative of Globe Union Group 
Ltd.) 

100 100.00

Home Boutique 
International Co., Ltd. 

Director 
Director 

Supervisor 
 

Tsung-Min Chen 
Scott Ouyoung, Hsia-Ling Ssu 
Min-ling Wang 
(Representative of Globe Union Industrial 
Corp.) 

62,150,000 86.319

Yi Ser Co., Ltd. 

Director 
Director 

Supervisor 
 

Tsung-Min Chen 
Scott Ouyoung, Hsia-Ling Ssu 
Chi-Fang Kuo 
(Representative of Home Boutique 
International Co., Ltd.) 

1,500,000 100.00

HB Co., Ltd., Hsinchu 

Director 
Director 

Supervisor 
 

Tsung-Min Chen 
Scott Ouyoung, Hsia-Ling Ssu 
Chi-Fang Kuo 
(Representative of Home Boutique 
International Co., Ltd.) 

2,500,000 100.00

GREAT HOPE 
MANAGEMENT 
CONSULTING INC. 

Director 
Tsung-Min Chen 
(Representative of Home Boutique 
International Co., Ltd.) 

12,528,845 100.00
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Company name Title Name or representative 

Shareholding 

No. of shares 
Shareholding 

percentage 
(%) 

GLOBE UNION (UK) 
LIMITED Director 

SCOTT OUYOUNG、ANDREW YATES
Tsung-Min Chen、Lei-Hui Lee 
RICHARD IAN GEORGE、JASON 
DAVID SHAW 
(Representative of Globe Union Cayman 
Corp.) 

39,529,845 100.00

P.J.H. GROUP 
LIMITED Director 

SCOTT OUYOUNG、ANDREW YATES
JASON DAVID SHAW、RICHARD IAN 
GEORGE 
(Representative of Globe Union (UK) 
Limited) 

7,500,000 100.00

PJH TRUSTEES 
LIMITED Director 

SCOTT OUYOUNG 
(Representative of GLOBE UNION (UK) 
LIMITED) 

2 100.00

PJH (HK) LIMITED Director 

ANDREW YATES、JASON DAVID 
SHAW 
(Representative of Globe Union (UK) 
Limited) 

1 100.00

PJH Business 
Consultancy 
(Shanghai) Company 
Limited 

Director 
Director 

Supervisor 
 

Zhen-Hui Jin, Andrew Yates 
JASON DAVID SHAW、 
RICHARD IAN GEORGE 
(Representative of PJH (HK) Limited) 

1 100.00
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7. Consolidated financial statement of affiliates: Please refer to the statement. 

8. Affiliate report: None. 

 

Statement 

 

 
We hereby state that the subsidiaries of our Company that should be included in the 2018 

consolidated financial statements of affiliates (January 1, 2018 to December 31, 2018) in 
accordance with the Regulations Governing the Preparation of Consolidated Financial Statements 
of Affiliates and Affiliation Report are identical to the companies that should be included in the 
consolidated financial statements of the parent company and subsidiaries in accordance with 
International Financial Reporting Standards No. 10, and the information that should be disclosed 
in the consolidated financial statements of affiliates has been disclosed in the aforesaid 
consolidated financial statements of the parent company and subsidiaries. Our Company is 
therefore not required to prepare a separate consolidated financial statements of affiliates. 

 

 

Hereby declares 

 
 
 
 
 

Globe Union Industrial Corp. 
 
 
 
 
Responsible Person: Scott Ouyoung 
 
 
 
 
 
 

March 11, 2019 
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Statement of Internal Control System for Public Companies 
Indicates that the design and implementation are both effective 

(This statement is applicable for all compliance sections) 
Globe Union Industrial Corp. 

Statement of Internal Control System 
Date: March 29, 2019 

The Company hereby makes the following statement about its internal control system for the year 
2018 based on the assessments it performed: 

I. The Company takes recognizance of the fact that the establishment, execution, and maintenance of its 
internal control system are the responsibilities of the Company's Board of Directors and managers; 
such policies have been implemented throughout the Company. The purpose is to provide reasonable 
assurance to the effectiveness and efficiency of business operations (including profitability, 
performance and security of assets), reliability of reports and compliance with relevant regulatory 
requirements in reaching compliance targets. 

II. There are inherent limitations to even the most well designed internal control system. As such, an 
effective internal control system can only reasonably ensure the achievement of the aforementioned 
goals. Moreover, the operating environment and situation may change, impacting the effectiveness of 
the internal control system. However, self-supervision measures were implemented within the 
Company's internal control system to facilitate immediate rectification once procedural flaws have 
been identified. 

III. The Company determines the effectiveness of the design and implementation of its internal control 
system in accordance with the items in "Regulations Governing Establishment of Internal Control 
Systems by Public Companies" (hereinafter called "Governing Regulations") that are related to the 
effectiveness of internal control systems. The measures based on which to evaluate the internal 
control system adopted under the Governing Regulations are its five underlying elements, namely: 1. 
control environment, 2. risk assessment and reaction, 3. control process, 4. information and 
communication, and 5. supervision. Each of the elements in turn contains certain audit items. Please 
refer to "Governing Regulations" for details. 

IV. The Company has adopted the aforementioned measures for an evaluation of the effectiveness of the 
design and implementation of the internal control system. 

V. Based on the findings of the aforementioned examination, the Company believes it can reasonably 
assure that the design and implementation of its internal control system as of December 31, 2018 
(Note 2) (including supervision and management of subsidiaries), including the effectiveness and 
efficiency in operation, reliability, promptness and transparency of reports and compliance with 
relevant regulatory requirements, have achieved the aforementioned objectives. 

VI. This statement constitutes part of the Company's annual report and prospectus, and shall be 
disclosed to the public. The Company shall be legally liable under Articles 20, 32, 171 and 174 of the 
Securities and Exchange Act with respect to any unlawful aspects such as falsehood or concealment 
of facts in relation to the aforesaid statement. 

VII. This Statement has been passed by the Board of Directors Meeting of the Company held on March 
29, 2019, where 0 of the 7 attending directors expressed dissenting opinions, and the remainder all 
affirmed the content of this Statement. 

Globe Union Industrial Corp. 
 

Chairman: Scott Ouyoung 
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(II).Private placement of securities in the most recent year up to the date the 
Annual Report was printed: None. 

(III).Holding or disposal of Company shares by subsidiaries in the most recent 
year and up to the date the Annual Report was printed: None. 

(IV).Other necessary supplemental information: None.   

(V).Corporate events with material impact on shareholders' equity or stock prices 
set forth in Article 36 Paragraph 3 Subparagraph 2 of the Securities and 
Exchange Act in the most recent year and up to the date the Annual Report 
was printed: None.  
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Assets 31 Dec 2018 31 Dec 2017
Current assets
  Cash and cash equivalents 4, 6(1) $3,101,792 $3,088,625
  Financial assets at fair value through profit or loss, current 4, 6(2) 10,492 2,966
  Financial assets measured at amortized cost, current 4, 6(3), 8 263,344 -
  Notes receivable, net 4, 6(4) 29,560 40,926
  Accounts receivable, net 4, 6(5), 8 2,591,745 3,002,072
  Inventories, net 4, 6(6) 3,322,556 3,066,191
  Prepayment 6(7) 136,902 121,849
  Other current assets 7, 8 519,353 926,899
    Total current assets 9,975,744 10,249,528

Non-current assets
  Investments accounted for under the equity method 4, 6(8) 22,698 23,799
  Property, plant and equipment 4, 6(9), 8 1,541,094 1,574,872
  Investment property, net 4, 6(10) - 11,763
  Intangible assets 4, 6(11) 43,035 52,517
  Goodwill 4, 6(11),6(12) 780,187 800,856
  Deferred tax assets 4, 6(28) 232,286 260,459
  Deposits-out 33,986 33,096
  Other non-current assets 6(13) 120,067 149,355
  Long-term prepaid rent expenses 6(13) 64,084 125,031
    Total non-current assets 2,837,437 3,031,748

Total assets $12,813,181 $13,281,276

(continued)

GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

31 December 2018 and 31 December 2017
(Expressed in Thousands of New Taiwan Dollars)

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

Notes
As at

7
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Liabilities and Equity 31 Dec 2018 31 Dec 2017
Current liabilities
  Short-term loans 4, 6(14) $1,280,137 $1,358,471
  Financial liabilities at fair value through profit or loss, current 4, 6(15) 375 1,506
  Contract liabilities, current 6(22) 276,008 -
  Notes payable 86,376 81,780
  Accounts payable 2,077,711 2,329,287
  Other payables 6(16) 135,997 173,444
  Accrued expenses 6(17) 1,156,626 1,097,212
  Current tax liabilities 4, 6(28) 98,013 39,139
  Current portion of long-term loans 4, 6(18) 61,100 391,020
  Other current liabilities 6(19) 53,188 289,862
      Total current liabilities 5,225,531 5,761,721
Non-current liabilities
  Long-term loans 4, 6(18) 1,425,533 1,176,633
  Deferred tax liabilities 4, 6(28) 37,228 23,457
  Other non-current liabilities 12,545 1,838
  Net defined benefit obligation, noncurrent 4, 6(19) 137,529 218,389
      Total non-current liabilities 1,612,835 1,420,317
����Total liabilities 6,838,366 7,182,038

Equity attributable to the parent company 4, 6(20)
Capital
  Common stock 3,681,600 3,668,560
  Advance receipts for common stock 635 7,329
                Total capital 3,682,235 3,675,889
Additional paid-in capital 1,032,019 1,026,759
Retained earnings
  Legal reserve 768,519 698,685
  Special reserve 470,533 285,914
  Retained earnings 656,738 806,937
����Total retained earnings 1,895,790 1,791,536

Other components of equity
  Exchange differences on translation of foreign operations (522,707) (462,366)
  Unearned employee salary (3,500) (8,167)
����Total other components of equity (526,207) (470,533)
Treasury stock (186,207) -
Non-controlling interests 6(20) 77,185 75,587
���  Total equity 5,974,815 6,099,238

Total liabilities and equity $12,813,181 $13,281,276

GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
31 December 2018 and 31 December 2017

(Expressed in Thousands of New Taiwan Dollars)

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

Notes
As at

8
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Notes 2018 2017
Net sales 6(22) $17,879,120 $17,910,124
Cost of sales 6(6)(25) (12,984,762) (12,833,990)
Gross profit 4,894,358 5,076,134
Operating expenses 6(24)(25)
  Selling and marketing (1,425,563) (1,398,904)
  General and administrative (2,597,575) (2,477,696)
  Research and development (234,619) (222,187)
  Expected credit losses 6(23) (10,486) -
    Total operating expenses (4,268,243) (4,098,787)
Operating income 626,115 977,347
Non-operating income and expenses 6(26)
  Other revenue 149,351 120,619
  Other gains and losses 77,036 (57,371)
  Financial costs (48,560) (51,950)
  Share of profit or loss of associates and joint ventures 4, 6(8) (550) (1,088)
    Subtotal 177,277 10,210
Income from continuing operations before income tax 803,392 987,557
Income tax expense 6(28) (184,476) (280,828)
Income from continuing operations, net of tax 618,916 706,729

Other comprehensive income (loss) 6(27)
Items that may not to be reclassified subsequently to profit or loss
  Remeasurements of defined benefit plans 43,434 56,120
  Income tax related to items that may not to be reclassified
  subsequently to profit or loss
Items that may be reclassified subsequently to profit or loss
  Exchange differences on translation of foreign operations (59,535) (188,977)
  Share of other comprehensive of associates and joint ventures 6(8) (551) (260)
Total other comprehensive income (loss), net of tax (23,631) (142,657)
Total comprehensive income (loss) $595,285 $564,072

Net income attributable to:
  Stockholders of the parent $618,220 $698,342
  Non-controlling interests 696 8,387

$618,916 $706,729
Comprehensive income attributable to:
  Stockholder of the parent $593,687 $555,399
  Non-controlling interests 1,598 8,673

$595,285 $564,072
Earnings per share (NTD) 6(29)
  Earnings per share-basic $1.69 $1.98
  Earnings per share-diluted $1.68 $1.91

GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the Years Ended 31 December 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars, Except for Earnings per Share)

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

For the Years Ended 31 December

(6,979) (9,540)

9
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Notes 2018 2017
Cash flows from operating activities:

Net income before tax $803,392 $987,557

Adjustments to reconcile net income to net cash provided by operating activities:

   Depreciation 256,986 241,491
   Amortization 22,145 49,421
   Reversal of allowance for doubtful accounts - (7,269)
   Expected credit losses 10,486 -
   Net gain of financial assets/liabilities at fair value through profit or loss (12,104) (40,523)
   Interest expense 48,560 51,950
   Interest revenue (71,447) (59,435)
   Share-based payment expense 5,475 17,268
   Share of loss of subsidiaries, associates and joint ventures 550 1,088
   Loss on disposal of property, plant and equipment 2,012 695

Gain on disposal of subsidiary and financial assets measured at fair value through profit
or loss (48,516) (45,070)

  Changes in operating assets and liabilities:
   Financial assets held for trading - 43,245
   Financial assets at fair value through profit or loss, current 41,072 -
   Notes receivable 11,366 (5,375)
   Accounts receivable 397,521 (132,888)
   Inventories, net (257,499) (35,596)
   Prepayments (15,053) 5,824
   Other current assets 2,276 100,798
   Other assets-others 34,125 (21,974)
   Financial liabilities held for trading (37,625) (2,836)
   Notes payable 4,596 18,139
   Accounts payable (204,936) 68,934
   Other payables (7,977) (172,924)
   Contract liabilities, current 9,416 -
   Other current liabilities, current 2,665 (65,338)
   Defined benefit obligation (47,021) (53,447)
   Other liabilities-others 10,706 42,147

  Cash generated from operations 961,171 985,882
   Interest received 71,447 59,435
   Interest paid (48,507) (50,198)
   Income tax paid (91,968) (235,504)

        Net cash generated from operating activities 892,143 759,615

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

GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended 31 December 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars)

For the Years Ended 31 December
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GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES

Notes 2018 2017
(Continued)
Cash flows from investing activities:
  Acquisition of financial assets measured at fair value through profit or loss (50,000) -
  Disposal of financial assets measured at fair value through profit or loss 50,038 -
  Proceeds from disposal of subsidiary 6(30) (2,981) 168,905
  Acquisition of property, plant and equipment (389,831) (296,188)
  Disposal of property, plant and equipment 9,024 3,054
  (Increase) decrease in deposits-out (890) 330
  Decrease in financial assets measured at amortized cost, current 463,667 -
  Increase in other account receievable - (485,536)
  Acquisition of intangible assets (13,335) (11,158)
    Net cash generated from (used in) investing activities 65,692 (620,593)
Cash flows from financing activities:
  Increase in short-term loans 998,000 530,775
  Decrease in short-term loans (1,076,333) (240,775)
  Redemption of bonds payable - (872)
  Increase in long-term loans 1,000,000 -
  Decrease in long-term loans (1,081,020) (254,655)
  Cash dividends (549,774) (350,769)
  Exercise of employee stock option 10,606 34,278
  Increase in treasury stock (186,207) (10,326)
    Net cash used in financing activities (884,728) (292,344)
Effect of changes in exchange rate on cash and cash equivalents (59,940) (49,390)
Net increase (decrease) in cash and cash equivalents 13,167 (202,712)
Cash and cash equivalents at beginning of period 6(1) 3,088,625 3,291,337
Cash and cash equivalents at end of period $3,101,792 $3,088,625

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended 31 December 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars)

For the Years Ended 31 December
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13

GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

For the Years Ended 31 December 2018 and 2017

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

1. HISTORY AND ORGANIZATION

GLOBE UNION INDUSTRIAL CORP. (“the Company”) was incorporated on 29
October 1979 to manufacture and sell plumbing products. On 1 December 1995, the
Company acquired Chen Ling Industrial Co. Ltd., a company operated in
manufacturing and sale of plumbing products. The Company applied to be listed on
the GreTai Securities Market on 1 June 1998, and was authorized to trade its shares
over the counter on 7 May 1999. The Company applied to be listed on Taiwan
Stock Exchange on 16 June 2000 and its shares were authorized to be listed on
Taiwan Stock Exchange on 11 September 2000. The Company’s registered office
and the main business location is at No.22, Jianguo Rd., Taichung Export
Processing Zone, Tanzi Dist., Taichung, Taiwan (R.O.C.).

2. DATE AND PROCEDURES OF AUTHORIZATION OF FINANCIAL

STATEMENTS FOR ISSUE

The consolidated financial statements of the Company and its subsidiaries (“the
Group”) for the years ended 31 December 2018 and 2017 were authorized for issue
by the Company’s board of directors (the Board) on 11 March 2019.

3. NEWLY ISSUED OR REVISED STANDARDS AND INTERPRETATIONS

(1) Changes in accounting policies resulting from applying for the first time certain
standards and amendments

The Group applied for the first time International Financial Reporting
Standards, International Accounting Standards, and Interpretations issued,
revised or amended which are endorsed by the Financial Supervisory
Commission (“FSC”) and become effective for annual periods beginning on
or after 1 January 2018. The nature and the impact of each new standard and
amendment that has a material effect on the Group is described below:
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GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

14

(a) IFRS 15 “Revenue from Contracts with Customers” (including

Amendments to IFRS 15 “Clarifications to IFRS 15 Revenue from

Contracts with Customers”)

IFRS 15 replaces IAS 11 Construction Contracts, IAS 18 Revenue and
related Interpretations. In accordance with the transition provision in IFRS
15, the Group elected to recognize the cumulative effect of initially
applying IFRS 15 at the date of initial application (1 January 2018). The
Group also elected to apply this standard retrospectively only to contracts
that are not completed contracts at the date of initial application.

The Group’s principal activities consist of the sale of goods and rendering
of services. The impacts arising from the adoption of IFRS 15 on the
Group are summarized as follows:

A. Please refer to Note 4 for the accounting policies before or after 1
January 2018.

B. Before 1 January 2018, revenue from sale of goods was recognized
when goods have been delivered to the buyer. Starting from 1 January
2018, in accordance with IFRS 15, the Group recognized revenue
when (or as) the Group satisfies a performance obligation by
transferring a promised good to a customer. IFRS 15 has no impact on
the Group’s revenue recognition from sale of goods. However, for
some contracts, if the Group has the right to transfer the goods to
customers but does not has a right to an amount of consideration that is
unconditional, these contracts should be presented as contract assets,
which is different from the accounting treatment of recognizing trade
receivables before the date of initial application. In addition, loss
allowance for contract assets was assessed in accordance with IFRS 9.
Compared with the requirements of IAS 18, there was no impact on
trade receivables as at 31 December 2018.
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GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

15

C. Before 1 January 2018, revenue from rendering of services was
recognized by reference to the stage of completion which was
measured by reference to the proportion that contract cost incurred for
work performed to date bear to the estimated total contract costs.
Starting from 1 January 2018, in accordance with IFRS 15, the Group
recognized revenue when (or as) the Group satisfies a performance
obligation by transferring a promised service to a customer and also by
reference to the stage of completion. IFRS 15 has no significant impact
on the Group’s revenue recognition from rendering of services.
However, for some rendering of services contracts, part of the
consideration was received from customers upon signing the contract,
then the Group has the obligation to provide the services subsequently.
Before 1 January 2018, the Group recognized the consideration
received in advance from customers under other current liabilities.
Starting from 1 January 2018, in accordance with IFRS 15, it should be
recognized as contract liabilities. The amount reclassified from other
current liabilities to contracts liabilities of the Group as at the date of
initial application was NT$266,926. In addition, compared with the
requirements of IAS 18, other current liabilities decreased by
NT$276,008 and the contract liabilities increased by NT$276,008 as at
31 December 2018.

D. Please refer to Notes 4, 5 and 6 for additional disclosure notes required
by IFRS 15.

(b) IFRS 9 “Financial Instruments”

IFRS 9 replaces IAS 39 Financial Instruments: Recognition and
Measurement. In accordance with the transition provision in IFRS 9, the
Group elected not to restate prior periods at the date of initial application
(1 January 2018). The adoption of IFRS 9 has the following impacts on
the Group:

A. The Group adopted IFRS 9 on 1 January 2018 and it adopted IAS 39
before 1 January 2018. Please refer to Note 4 for more details on
accounting policies.
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GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)
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16

B. In accordance with the transition provision in IFRS 9, the assessment
of the business model and classification of financial assets into the
appropriate categories are based on the facts and circumstances that
existed as at 1 January 2018. The classifications of financial assets and
its carrying amounts as at 1 January 2018 are as follows:

IAS 39 IFRS 9
Measurement categories Carrying amounts Measurement categories Carrying amounts

Fair value through profit or loss $2,966 Fair value through profit or
loss

$2,966

At amortized cost
Loans and receivables
(including cash and cash
equivalents, notes receivables,
trade receivables, debt
instrument investments for
which no active market exists
and other receivables)

6,856,384
At amortized cost (including
cash and cash equivalents,
notes receivables, trade
receivables, financial assets
measured at amortized cost
and other receivables)

6,856,384

Total $6,859,350 Total $6,859,350

C. The transition adjustments from IAS 39 to IFRS 9 for the classifications
of financial assets and financial liabilities as at 1 January 2018 are as
follows:

IAS 39 IFRS 9
Retained
earnings

Other
components

of equity
Class of financial

instruments
Carrying
amounts

Class of financial
instruments

Carrying
amounts Difference Adjustment Adjustment

Financial assets at
fair value through
profit or loss
Held-for-trading $2,966 Measured at fair value

through profit or loss
$2,966 $-  $- $-

Loans and
receivables (Note 1)
Cash and cash
equivalents(exclude
cash on hand)

3,086,375 Cash and cash
Equivalents
(exclude cash
on hand)

3,086,375 - - -

Notes receivables 40,926 Notes receivables 40,926 - - -
Trade receivables 3,002,072 Trade receivables 3,002,072 - - -
Other receivables 727,011 Financial assets

measured at amortized
costs

727,011 - - -

Subtotal 6,856,384 Subtotal 6,856,384 - - -
Total $6,859,350 Total $6,859,350 $- $- $-
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Notes:
(1) In accordance with IAS 39, the cash flow characteristics for held-to-maturity

investments and loans and receivables are solely payments of principal and
interest on the principal amount outstanding. The assessment of the business
model is based on the facts and circumstances that existed as at 1 January 2018.
These financial assets were measured at amortized cost as they were held within a
business model whose objective was to hold financial assets in order to collect
contractual cash flows. Additionally, in accordance with IFRS 9, there was no
adjustment arising from the assessment of impairment losses for the
aforementioned assets as at 1 January 2018. Therefore, there is no impact on the
carrying amount as at 1 January 2018.

D. Other impact
The Group adopted the requirements of IFRS 9 on 1 January 2018. No
adjustments were made with respect to investment using equity method and
retained earnings.

E. Please refer to Notes 4, 5, 6 and 12 for the related disclosures required by
IFRS 7 and IFRS 9.

(c) IFRIC 22 “Foreign Currency Transactions and Advance Consideration”

The interpretation clarifies that when applying paragraphs 21 and 22 of IAS 21
“The Effects of Changes in Foreign Exchange Rates”, in determining the spot
exchange rate to use on initial recognition of the related asset, expense or
income (or part of it) on the derecognition of a non-monetary asset or
non-monetary liability relating to advance consideration, the date of the
transaction is the date on which the entity initially recognizes the
non-monetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, then the
entity must determine a date of the transactions for each payment or receipt of
advance consideration.

The Group originally recorded their foreign currency sales transactions based
on the exchange rate on the date of revenue recognition and converted into its
functional currency. The exchange difference was recognized when the foreign
currency advance payment was written off. The Group elected to apply this
interpretation prospectively on 1 January 2018. This change in accounting
principle did not significantly impact the Group's recognition and
measurement.

(d) Disclosure Initiative — Amendment to IAS 7 “Statement of Cash Flows”:
The Group required to provide a reconciliation between the opening and
closing balances in the statement of financial position for liabilities arising
from financing activities. Please refer to Note 12 for more details.
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(2) Standards or interpretations issued, revised or amended, by International
Accounting Standards Board (“IASB”) which are endorsed by FSC, but not yet
adopted by the Group are listed below.

Items New, Revised or Amended Standards and Interpretations Effective Date

issued by IASB

A IFRS 16 “Leases” 1 January 2019

B IFRIC 23 “Uncertainty Over Income Tax Treatments” 1 January 2019

C IAS 28 “Investment in Associates and Joint Ventures” —

Amendments to IAS 28

1 January 2019

D Prepayment Features with Negative Compensation

(Amendments to IFRS 9)

1 January 2019

E Improvements to International Financial Reporting

Standards (2015-2017 cycle)

1 January 2019

F Plan Amendment, Curtailment or Settlement

(Amendments to IAS 19)

1 January 2019

(a) IFRS 16“Leases”

The new standard requires lessees to account for all leases under one
single accounting model (except  for short-term or low-value asset lease
exemptions), which is for lessees to recognize right-of-use assets and lease
liabilities on the balance sheet and the depreciation expense and interest
expense associated with those leases in the consolidated statements of
comprehensive income. Besides, lessors’ classification remains
unchanged as operating or finance leases, but additional disclosure
information is required.

(b) IFRIC 23 “Uncertainty Over Income Tax Treatments”

The Interpretation clarifies application of recognition and measurement
requirements in IAS 12 “Income Taxes” when there is uncertainty over
income tax treatments.
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(c) IAS 28“Investment in Associates and Joint Ventures” — Amendments to
IAS 28

The amendments clarify that an entity applies IFRS 9 to long-term
interests in an associate or joint venture that form part of the net
investment in the associate or joint venture before it applies IAS 28, and
in applying IFRS 9, does not take account of any adjustments that arise
from applying IAS 28.

(d) Prepayment Features with Negative Compensation (Amendments to IFRS
9)

The amendment allows financial assets with prepayment features that
permit or require a party to a contract either to pay or receive reasonable
compensation for the early termination of the contract, to be measured at
amortized cost or at fair value through other comprehensive income.

(e) Improvements to International Financial Reporting Standards (2015-2017
cycle):

IFRS 3 “Business Combinations”

The amendments clarify that an entity that has joint control of a joint
operation shall remeasure its previously held interest in a joint operation
when it obtains control of the business.

IFRS 11 “Joint Arrangements”

The amendments clarify that an entity that participates in, but does not
have joint control of, a joint operation does not remeasure its previously
held interest in a joint operation when it obtains joint control of the
business.

IAS 12 “Income Taxes”

The amendments clarify that an entity shall recognize the income tax
consequences of dividends in profit or loss, other comprehensive income
or equity according to where the entity originally recognized those past
transactions or events.

- 166 -



GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

20

IAS 23 “Borrowing Costs”

The amendments clarify that an entity should treats as part of general
borrowings any borrowing made specifically to obtain an asset when the
asset is ready for its intended use or sale.

(f) Plan Amendment, Curtailment or Settlement (Amendments to IAS 19)

The amendments clarify that when a change in a defined benefit plan is
made (such as amendment, curtailment or settlement, etc.), the entity
should use the updated assumptions to remeasure its net defined benefit
liability or asset.

The abovementioned standards and interpretations were issued by IASB
and endorsed by FSC so that they are applicable for annual periods
beginning on or after 1 January 2019. Apart from item (1) explained
below, the remaining standards and interpretations have no material
impact on the Group.

(1) IFRS 16 “Leases”

IFRS 16 “Leases” replaces 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”. The impact arising from the
adoption of IFRS 16 on the Group are summarized as follows:

A. For the definition of a lease, the Group elects not to reassess whether a
contract is, or contains, a lease at the date of initial application (1
January 2019) in accordance with the transition provision in IFRS 16.
Instead, the Group is permitted to apply IFRS 16 to contracts that were
previously identified as leases applying IAS 17 and IFRIC 4 but not to
apply IFRS 16 to contracts that were not previously identified as
containing a lease applying IAS 17 and IFRIC 4.

The Group is a lessee and elects not to restate comparative information
in accordance with the transition provision in IFRS 16. Instead, the
Group recognizes the cumulative effect of initially applying IFRS 16 as
an adjustment to the opening balance of retained earnings (or other
component of equity, as appropriate) at the date of initial application.
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(a) Leases classified as operating leases
For leases that were classified as operating leases applying IAS
17, the Group expects to measure and recognize those leases as
lease liability on 1 January 2019 at the present value of the
remaining lease payments, discounted using the lessee’s
incremental borrowing rate on 1 January 2019; and the Group
chooses, on a lease-by-lease basis, to measure the right-of-use
asset at either:

i. its carrying amount as if IFRS 16 had been applied since the
commencement date, but discounted using the lessee’s
incremental borrowing rate on 1 January 2019; or

ii. an amount equal to the lease liability, adjusted by the amount of
any prepaid or accrued lease payments relating to that lease
recognized in the balance sheet immediately before 1 January
2019.

The Group expects the right-of-use asset will increase by
NT$1,613,582 thousand, accrued lease payments will decrease by
NT$19,759 thousand, prepayment will decrease by NT$20,191
thousand and long-term prepaid rent expenses will decrease by
NT$66,003 thousand (including current portion with maturity of less
than one year); meanwhile, the lease liability will increase by
NT$1,547,147 thousand on 1 January 2019.

B. The additional disclosures of lessee and lessor required by IFRS 16 will
be disclosed in the relevant notes.

(3) Standards or interpretations issued, revised or amended, by IASB but not yet
endorsed by FSC at the date of issuance of the Group’s financial statements
are listed below.

Items New, Revised or Amended Standards and Interpretations Effective Date
issued by IASB

IFRS 10 “Consolidated Financial Statements” and IAS 28
“Investments in Associates and Joint Ventures” — Sale
or Contribution of Assets between an Investor and its
Associate or Joint Ventures

To be determined
by IASB

b IFRS 17 “Insurance Contracts” 1 January 2021
c Definition of a Business (Amendments to IFRS 3) 1 January 2020
d Definition of Material  (Amendments to IAS 1 and 8) 1 January 2020
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(a) IFRS 10“Consolidated Financial Statements” and IAS 28“Investments in
Associates and Joint Ventures” — Sale or Contribution of Assets between
an Investor and its Associate or Joint Ventures

The amendments address the inconsistency between the requirements in
IFRS 10 Consolidated Financial Statements and IAS 28 Investments in
Associates and Joint Ventures, in dealing with the loss of control of a
subsidiary that is contributed to an associate or a joint venture. IAS 28
restricts gains and losses arising from contributions of non-monetary
assets to an associate or a joint venture to the extent of the interest
attributable to the other equity holders in the associate or joint ventures.
IFRS 10 requires full profit or loss recognition on the loss of control of the
subsidiary. IAS 28 was amended so that the gain or loss resulting from the
sale or contribution of assets that constitute a business as defined in IFRS
3 between an investor and its associate or joint venture is recognized in
full.

IFRS 10 was also amended so that the gains or loss resulting from the sale
or contribution of a subsidiary that does not constitute a business as
defined in IFRS 3 between an investor and its associate or joint venture is
recognized only to the extent of the unrelated investors’ interests in the
associate or joint venture.

(b) IFRS 17 “Insurance Contracts”

IFRS 17 provides a comprehensive model for insurance contracts,
covering all relevant accounting aspects (including recognition,
measurement, presentation and disclosure requirements).  The core of
IFRS 17 is the General (building block) Model, under this model, on
initial recognition, an entity shall measure a group of insurance contracts
at the total of the fulfilment cash flows and the contractual service margin.
The fulfilment cash flows comprise of the following:

(1)  estimates of future cash flows
(2)  discount rate: an adjustment to reflect the time value of money and

the financial risks related to the future cash flows, to the extent that
the financial risks are not included in the estimates of the future cash
flows

(3)  a risk adjustment for non-financial risk
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The carrying amount of a group of insurance contracts at the end of each
reporting period shall be the sum of the liability for remaining coverage
and the liability for incurred claims. Other than the General Model, the
standard also provides a specific adaptation for contracts with direct
participation features (the Variable Fee Approach) and a simplified
approach mainly for short-duration contracts (Premium Allocation
Approach).

(c) Definition of a Business (Amendments to IFRS 3)

The amendments clarify the definition of a business in IFRS 3 Business
Combinations. The amendments are intended to assist entities to
determine whether a transaction should be accounted for as a business
combination or as an asset acquisition.

IFRS 3 continues to adopt a market participant’s perspective to determine
whether an acquired set of activities and assets is a business.  The
amendments clarify the minimum requirements for a business; add
guidance to help entities assess whether an acquired process is substantive;
and narrow the definitions of a business and of outputs; etc.

(d) Definition of Material (Amendments to IAS 1 and 8)

The main amendment is to clarify new definition of material. It states that
“information is material if omitting, misstating or obscuring it could
reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those financial
statements, which provide financial information about a specific reporting
entity.”

The abovementioned standards and interpretations issued by IASB have not yet
been endorsed by FSC at the date when the Group’s financial statements were
authorized for issue, the local effective dates are to be determined by FSC. All
the standards and interpretations have no material impact on the Group.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Statement of Compliance

The consolidated financial statements of the Group for the years ended 31
December 2018 and 2017 have been prepared in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities
Issuers (“the Regulations”), IFRSs, IASs, IFRIC and SIC, which are endorsed by
the FSC (collectively referred to as “TIFRSs”).

(2) Basis of Preparation

The consolidated financial statements have been prepared on a historical cost
basis, except for financial instruments that have been measured at fair value.
The consolidated financial statements are expressed in thousands of New
Taiwan Dollars (“$”) unless otherwise stated.

(3) Basis of consolidation

(a) Preparation principle of consolidated financial statements

Control is achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the ability to affect
those returns through its power over the investee. Specifically, the Group
controls an investee if and only if the Group has:

a. power over the investee (i.e. existing rights that give it the current ability
to direct the relevant activities of the investee)

b. exposure, or rights, to variable returns from its involvement with the
investee, and

c. the ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

a. the contractual arrangement with the other vote holders of the investee
b. rights arising from other contractual arrangements
c. the Group’s voting rights and potential voting rights
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The Group re-assesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the three
elements of control.

Subsidiaries are fully consolidated from the acquisition date, being the date on
which the Company obtains control, and continue to be consolidated until the
date that such control ceases. The financial statements of the subsidiaries are
prepared for the same reporting period as the parent company, using uniform
accounting policies. All intra-group balances, income and expenses, unrealized
gains and losses and dividends resulting from intra-group transactions are
eliminated in full.

A change in the ownership interest of a subsidiary, without a change of
control, is accounted for as an equity transaction.

Total comprehensive income of the subsidiaries is attributed to the owners of
the parent and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

If the Company loses control of a subsidiary, it:

a. derecognizes the assets (including goodwill) and liabilities of the
subsidiary

b. derecognizes the carrying amount of any non-controlling interest
c. recognizes the fair value of the consideration received
d. recognizes the fair value of any investment retained
e. recognizes any surplus or deficit in profit or loss
f. reclassifies the parent’s share of components previously recognized in

other comprehensive income to profit or loss.

(b) The consolidated entities are as follows:
Percentage of ownership (%)

Investor Subsidiary Main Business

31 December

2018

31 December

2017 Note

Globe Union Industrial Corp. Home Boutique International

Co., Ltd.

Selling sanitary ceramic

wares

86.319% 86.319%

Home Boutique International Co.,

Ltd.

YI SHEH CO., LTD. Selling and distributing

kitchen and bathroom

products

100.00% 100.00%

Home Boutique International Co.,

Ltd.

Great Hope Management

Consulting Inc.

Holding company 100.00% 100.00%
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Percentage of ownership (%)

Investor Subsidiary Main Business

31 December

2018

31 December

2017 Note

Great Hope Management

Consulting Inc.

HBS CO., LTD Selling and distributing

kitchen and bathroom

products

- - Note1

Home Boutique International Co.,

Ltd.

Home Boutique Co., Ltd. Selling and distributing

kitchen and bathroom

products

100.00% 100.00%

Globe Union Industrial Corp. Globe Union Industrial (B.V.I.)

Corp. (G.U.I.(B.V.I.))

Holding company 100.00% 100.00%

Globe Union Industrial (B.V.I.)

Corp. (G.U.I.(B.V.I.))

Shenzhen Globe Union

Enterprise Co., Ltd.

Manufacturing and selling

bathroom products

100.00% 100.00%

Globe Union Industrial (B.V.I.)

Corp. (G.U.I.(B.V.I.))

Qingdao Globe Union

Technology Industrial Corp.

Manufacturing faucets,

kitchen products and

related parts

- 100.00% Note5

Globe Union Industrial (B.V.I.)

Corp. (G.U.I.(B.V.I.))

Qingdao Lin Hon Precision

Industrial Corp.

Manufacturing faucets,

kitchen products and

related parts

- - Note2

Globe Union Industrial (B.V.I.)

Corp. (G.U.I.(B.V.I.))

Milim G&G Ceramics Co., Ltd. Manufacturing and selling

sanitary ceramic wares

10.71% 13.99% Note4

Globe Union Industrial (B.V.I.)

Corp. (G.U.I.(B.V.I.))

HBS CO., LTD Selling and distributing

kitchen and bathroom

products

- - Note1

Globe Union Industrial Corp. Globe Union Cayman Corp. Holding company 100.00% 100.00%

Globe Union Cayman Corp. Globe Union Verwaltungs

GmbH

Holding company 100.00% 100.00%

Globe Union Cayman Corp. Globe Union Germany GmbH

& Co.KG

Manufacturing and selling

faucets and parts

100.00% 100.00%

Globe Union (Canada) Inc. Aquanar Inc. Product design and

development

- - Note3

Globe Union Industrial Corp. Globe Union (Bermuda) Ltd.

(G.U.L.(Bermuda))

Holding company 100.00% 100.00%

Globe Union (Bermuda) Ltd.

(G.U.L.(Bermuda))

Globe Union Group, Inc. Holding company 100.00% 100.00%

Globe Union Group, Inc. Danze Inc. Sales and maintenance

center

100.00% 100.00%
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Percentage of ownership (%)

Investor Subsidiary Main Business

31 December

2018

31 December

2017 Note

Globe Union Group, Inc. Globe Union (Canada) Inc. Sales and customer service

center

100.00% 100.00%

Globe Union Group, Inc. Gerber Plumbing Fixtures, LLC Manufacturing and selling

faucets and sanitary

ceramic wares

100.00% 100.00%

Globe Union Group, Inc. Globe Union Services Inc. Customer service center 100.00% 100.00%

Globe Union (Bermuda) Ltd.

(G.U.L.(Bermuda))

Milim G&G Ceramics Co., Ltd. Manufacturing and selling

sanitary ceramic wares

89.29% 86.01% Note4

Globe Union Cayman Corp. Globe Union UK Ltd. Holding company 100.00% 100.00%

Globe Union UK Ltd PJH Trustees Limited Trust industry 100.00% 100.00%

Globe Union UK Ltd PJH Group Limited Selling kitchen and

bathroom products

100.00% 100.00%

Globe Union UK Ltd PJH (HK) Limited Holding company 100.00% 100.00%

PJH (HK) Limited PJH Business Consultancy

Shanghai Company Limited

Consulting industry 100.00% 100.00%

Note 1:Great Hope Management Consulting Inc. and Globe Union Industrial (B.V.I) Corp. sold HBS CO.,
Ltd to Radiant Sky Ltd., in December 2017. Therefore, the percentage of ownership that Great
Hope Management Consulting Inc. held in HBS CO., Ltd decreased from 63.61% to 0%, and
Globe Union Industrial (B.V.I.) Corp. from 36.39% to 0%.

Note 2: One of the subsidiaries, Globe Union Industrial (B.V.I.) Corp., sold Qingdao Lin Hon Precision
Industrial Corp. to DeHeng Building Technology Co., Ltd. in June 2017. Therefore, the
percentage of ownership that Globe Union Industrial (B.V.I.) Corp. held in Qingdao Lin Hon
Precision Industrial Corp. reduced from 100% to 0%.

Note 3: One of the subsidiaries, Globe Union (Canada) Inc. sold Aquanar Inc. to Novex Design &
Technologies Inc. in October 2017. Therefore, the percentage of ownership that Globe Union
(Canada) Inc. held in Aquanar Inc. decreased from 60% to 0%.

Note 4: Globe Union (Bermuda) Ltd. increased share capital in Milim G&G Ceramics Co., Ltd. in the
amount of US$3 million, US$3 million and US$0.82 million on 11 April, 10 May and 20 June
2018. The total amount was US$6.82 million. Milim G&G Ceramics Co., Ltd. completed change
of registration in June 2018. The ownership of Globe Union (Bermuda) Ltd. Held in Milim G&G
Ceramics Co., Ltd. increased from 86.01% to 89.29% and Globe Union Industrial (B.V.I.) Corp.’s
ownership in Milim G&G Ceramics Co., Ltd. decreased from 13.99% to 10.71%.

Note 5: One of the subsidiaries, Globe Union Industrial (B.V.I.) Corp., sold Qingdao Globe Union
Technology Industrial Corp. to Qingdao Kaili Xiangtong Investment Management Co., Ltd. in
December 2018. Therefore, the percentage of ownership that Globe Union Industrial (B.V.I.) Corp.
held in Qingdao Globe Union Technology Industrial Corp. reduced from 100% to 0%.
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(4) Foreign Currency Transactions

The Group’s consolidated financial statements are presented in NT$, which is
also the Company’s functional currency. Each entity in the Group determines its
own functional currency and items included in the financial statements of each
entity are measured using that functional currency.

Transactions in foreign currencies are initially recorded by the Group’s entities
at their respective functional currency rates prevailing at the transaction date.
Monetary assets and liabilities denominated in foreign currencies are translated
at the functional currency closing rate of exchange ruling at the reporting date.
Non-monetary items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value is determined.
Non-monetary items that are measured at historical cost in a foreign currency
are translated using the exchange rates as at the dates of the initial transactions.

All exchange differences arising on the settlement of monetary items or on
translating monetary items are taken to profit or loss in the period in which they
arise except for the following:

(a) Exchange differences arising from foreign currency borrowings for an
acquisition of a qualifying asset to the extent that they are regarded as an
adjustment to interest costs are included in the borrowing costs that are
eligible for capitalization.

(b) Foreign currency items within the scope of IFRS 9 Financial Instruments
(Before 1 January 2018: IAS 39 Financial Instruments: Recognition and
Measurement) are accounted for based on the accounting policy for
financial instruments.

(c) Exchange differences arising on a monetary item that forms part of a
reporting entity’s net investment in a foreign operation is recognized
initially in other comprehensive income and reclassified from equity to
profit or loss on disposal of the net investment.

When a gain or loss on a non-monetary item is recognized in other
comprehensive income, any exchange component of that gain or loss is
recognized in other comprehensive income. When a gain or loss on a
non-monetary item is recognized in profit or loss, any exchange
component of that gain or loss is recognized in profit or loss.
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(5) Translation of financial statements in foreign currency

The assets and liabilities of foreign operations are translated into NT$ at the
closing rate of exchange prevailing at the reporting date and their income and
expenses are translated at an average rate for the period. The exchange
differences arising on the translation are recognized in other comprehensive
income. On the disposal of a foreign operation, the cumulative amount of the
exchange differences relating to that foreign operation, recognized in other
comprehensive income and accumulated in the separate component of equity,
is reclassified from equity to profit or loss when the gain or loss on disposal is
recognized. The following partial disposals are accounted for as disposals:

(a) when the partial disposal involves the loss of control of a subsidiary that
includes a foreign operation; and

(b) when the retained interest after the partial disposal of an interest in a joint
arrangement or a partial disposal of an interest in an associate that
includes a foreign operation is a financial asset that includes a foreign
operation

On the partial disposal of a subsidiary that includes a foreign operation that
does not result in a loss of control, the proportionate share of the cumulative
amount of the exchange differences recognized in other comprehensive
income is re-attributed to the non-controlling interests in that foreign
operation. In partial disposal of an associate or joint arrangement that includes
a foreign operation that does not result in a loss of significant influence or joint
control, only the proportionate share of the cumulative amount of the exchange
differences recognized in other comprehensive income is reclassified to profit
or loss.

Any goodwill and any fair value adjustments to the carrying amounts of assets
and liabilities arising on the acquisition of a foreign operation are treated as
assets and liabilities of the foreign operation and expressed in its functional
currency.

(6) Current and non-current distinction

An asset is classified as current when:
(a) The Group expects to realize the asset, or intends to sell or consume it, in

its normal operating cycle
(b) The Group holds the asset primarily for the purpose of trading
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(c) The Group expects to realize the asset within twelve months after the
reporting period

(d) The asset is cash or 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.

All other assets are classified as non-current.

A liability is classified as current when:
(a) The Group expects to settle the liability in its normal operating cycle
(b) The Group holds the liability primarily for the purpose of trading
(c) The liability is due to be settled within twelve months after the reporting

period
(d) The Group does not have an unconditional right to defer settlement of the

liability for at least twelve months after the reporting period. Terms of a
liability that could, at the option of the counterparty, result in its
settlement by the issue of equity instruments do not affect its
classification.

All other liabilities are classified as non-current.

(7) Cash and cash equivalents

Cash and cash equivalents comprises cash on hand, demand deposits and
short-term, highly liquid time deposits (including ones that have maturity
within 3 months) or investments that are readily convertible to known amounts
of cash and which are subject to an insignificant risk of changes in value.

(8) Financial Instruments

Financial assets and financial liabilities are recognized when the Group becomes a
party to the contractual provisions of the instrument.

Financial assets and financial liabilities within the scope of IFRS 9 Financial
Instruments (Before 1 January 2018: IAS 39 Financial Instruments: Recognition
and Measurement) are recognized initially at fair value plus or minus, in the
case of investments not at fair value through profit or loss, directly attributable
transaction costs.
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(1)Financial instruments: Recognition and Measurement

The accounting policy from 1 January 2018 is as follows:

The Group accounts for regular way purchase or sales of financial assets on the
trade date.

The Group classified financial assets as subsequently measured at amortized
cost, fair value through other comprehensive income or fair value through profit
or loss considering both factors below:

A. the Group’s business model for managing the financial assets and

B. the contractual cash flow characteristics of the financial asset.

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if both of the following
conditions are met and presented as note receivables, trade receivables
financial assets measured at amortized cost and other receivables etc., on
balance sheet as at the reporting date:

(a) The financial asset is held within a business model whose objective is to
hold financial assets in order to collect contractual cash flows and

(b) The contractual terms of the financial asset give rise on specified dates
to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Such financial assets are subsequently measured at amortized cost (the amount
at which the financial asset is measured at initial recognition minus the
principal repayments, plus or minus the cumulative amortization using the
effective interest method of any difference between the initial amount and the
maturity amount and adjusted for any loss allowance) and is not part of a
hedging relationship. A gain or loss is recognized in profit or loss when the
financial asset is derecognized, through the amortization process or in order to
recognize the impairment gains or losses.

Interest revenue is calculated by using the effective interest method. This is
calculated by applying the effective interest rate to the gross carrying amount
of a financial asset except for:
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(a) purchased or originated credit-impaired financial assets. For those
financial assets, the Group applies the credit-adjusted effective interest
rate to the amortized cost of the financial asset from initial recognition.

(b) financial assets that are not purchased or originated credit-impaired
financial assets but subsequently have become credit-impaired financial
assets. For those financial assets, the Group applies the effective interest
rate to the amortized cost of the financial asset in subsequent reporting
periods.

Financial asset measured at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive
income if both of the following conditions are met:

(a) the financial asset is held within a business model whose objective is
achieved by both collecting contractual cash flows and selling financial
assets and

(b) the contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Recognition of gain or loss on a financial asset measured at fair value through
other comprehensive income are described as below:

(a) A gain or loss on a financial asset measured at fair value through other
comprehensive income recognized in other comprehensive income, except
for impairment gains or losses and foreign exchange gains and losses,
until the financial asset is derecognized or reclassified.

(b) When the financial asset is derecognized the cumulative gain or loss
previously recognized in other comprehensive income is reclassified from
equity to profit or loss as a reclassification adjustment.

(c) Interest revenue is calculated by using the effective interest method. This
is calculated by applying the effective interest rate to the gross carrying
amount of a financial asset except for:

(i) purchased or originated credit-impaired financial assets. For those
financial assets, the Group applies the credit-adjusted effective interest
rate to the amortized cost of the financial asset from initial recognition.
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(ii)financial assets that are not purchased or originated credit-impaired
financial assets but subsequently have become credit-impaired
financial assets. For those financial assets, the Group applies the
effective interest rate to the amortized cost of the financial asset in
subsequent reporting periods.

In addition, for certain equity investments within the scope of IFRS 9
that is neither held for trading nor contingent consideration recognized
by an acquirer in a business combination to which IFRS 3 applies, the
Group made an irrevocable election to present the changes of the fair
value in other comprehensive income at initial recognition. Amounts
presented in other comprehensive income shall not be subsequently
transferred to profit or loss (when disposal of such equity instrument,
its cumulated amount included in other components of equity is
transferred directly to the retained earnings) and these investments
should be presented as financial assets measured at fair value through
other comprehensive income on the balance sheet. Dividends on such
investment are recognized in profit or loss unless the dividends clearly
represents a recovery of part of the cost of investment.

Financial assets at fair value through profit or loss

Financial assets were classified as measured at amortized cost or measured
at fair value through other comprehensive income based on aforementioned
criteria. All other financial assets were measured at fair value through profit
or loss and presented on the balance sheet as financial assets measured at
fair value through profit or loss.

Such financial assets are measured at fair value, the gains or losses
resulting from remeasurement is recognized in profit or loss which includes
any dividend or interest received on such financial assets.

The accounting policy before 1 January 2018 as follow:

The Group accounts for regular way purchase or sales of financial assets on
the trade date.
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Financial assets of the Group are classified as financial assets at fair value
through profit or loss, held-to-maturity investments, available-for-sale
financial assets and loans and receivables.  The Group determines the
classification of its financial assets at initial recognition.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets
held for trading and financial assets designated as at fair value through
profit or loss. A financial asset is classified as held for trading if:

i. it is acquired or incurred principally for the purpose of selling or
repurchasing it in the near term

ii. on initial recognition it is part of a portfolio of identified financial
instruments that are managed together and for which there is evidence
of a recent actual pattern of short-term profit-taking

iii. it is a derivative (except for a derivative that is a financial guarantee
contract or a designated and effective hedging instrument)

If a contract contains one or more embedded derivatives, the entire hybrid
(combined) contract may be designated as a financial asset at fair value
through profit or loss; or a financial asset may be designated as at fair value
through profit or loss when doing so results in more relevant information,
because either:

i. it eliminates or significantly reduces a measurement or recognition
inconsistency; or

ii. a group of financial assets, financial liabilities or both is managed and
its performance is evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy, and information
about the group is provided internally on that basis to the key
management personnel.

Financial assets at fair value through profit or loss are measured at fair
value with changes in fair value recognized in profit or loss. Dividends or
interests on financial assets at fair value through profit or loss are
recognized in profit or loss (including those received during the period of
initial investment).
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If financial assets do not have quoted prices in an active market and their
fair value cannot be reliably measured, then they are classified as financial
assets measured at cost on balance sheet and carried at cost net of
accumulated impairment losses, if any, as at the reporting date.

Available-for-sale financial assets

Available-for-sale investments are non-derivative financial assets that are
designated as available-for-sale or those not classified as financial assets at
fair value through profit or loss, held-to-maturity financial assets, or loans
and receivables.

Foreign exchange gains and losses and interest calculated using the
effective interest method relating to monetary available-for-sale financial
assets, or dividends on an available-for-sale equity instrument, are
recognized in profit or loss. Subsequent measurement of available-for-sale
financial assets at fair value is recognized in equity until the investment is
derecognized, at which time the cumulative gain or loss is recognized in
profit or loss.

If equity instrument investments do not have quoted prices in an active
market and their fair value cannot be reliably measured, then they are
classified as financial assets measured at cost on balance sheet and carried at
cost net of accumulated impairment losses, if any, as at the reporting date.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market other than
those that the Group upon initial recognition designates as available for sale,
classified as at fair value through profit or loss, or those for which the holder
may not recover substantially all of its initial investment.

Loans and receivables are separately presented on the balance sheet as
receivables or bond investments for which no active market exists. After
initial measurement, such financial assets are subsequently measured at
amortized cost using the effective interest rate method, less impairment.
Amortized cost is calculated by taking into account any discount or premium
on acquisition and fee or transaction costs. The effective interest method
amortization is recognized in profit or loss.
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(2) Impairment of financial assets

The accounting policy from 1 January 2018 is as follows:

The Group recognizes a loss allowance for expected credit losses on debt
instrument investments measured at fair value through other
comprehensive income and financial asset measured at amortized cost.
The loss allowance on debt instrument investments measured at fair value
through other comprehensive income is recognized in other
comprehensive income and not reduce the carrying amount in the
statement of financial position.

The Group measures expected credit losses of a financial instrument in a
way that reflects:

A. an unbiased and probability-weighted amount that is determined by
evaluating a range of possible outcomes

B. the time value of money

C. reasonable and supportable information that is available without undue
cost or effort at the reporting date about past events, current conditions
and forecasts of future economic conditions

The loss allowance is measured as follows:

A. At an amount equal to 12-month expected credit losses: the credit risk
on a financial asset has not increased significantly since initial
recognition or the financial asset is determined to have low credit risk
at the reporting date. In addition, the Group measures the loss
allowance at an amount equal to lifetime expected credit losses in the
previous reporting period, but determines at the current reporting date
that the credit risk on a financial asset has increased significantly since
initial recognition is no longer met.

B. At an amount equal to the lifetime expected credit losses: the credit
risk on a financial asset has increased significantly since initial
recognition or financial asset that is purchased or originated
credit-impaired financial asset.
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C. For trade receivables or contract assets arising from transactions within
the scope of IFRS 15, the Group measures the loss allowance at an
amount equal to lifetime expected credit losses.

At each reporting date, the Group needs to assess whether the credit risk
on a financial asset has increased significantly since initial recognition by
comparing the risk of a default occurring at the reporting date and the risk
of default occurring at initial recognition. Please refer to Note 12 for
further details on credit risk.

The accounting policy before 1 January 2018 is as follows:

The Group assesses at each reporting date whether there is any objective
evidence that a financial asset other than the financial assets at fair value
through profit or loss is impaired. A financial asset is deemed to be impaired
if, and only if, there is objective evidence of impairment as a result of one or
more loss events that has occurred after the initial recognition of the asset and
that loss event has an impact on the estimated future cash flows of the
financial asset. The carrying amount of the financial asset impaired, other
than receivables impaired which are reduced through the use of an allowance
account, is reduced directly and the amount of the loss is recognized in profit
or loss.

A significant or prolonged decline in the fair value of an available-for-sale
equity instrument below its cost is considered a loss event.

Other loss events include:

i significant financial difficulty of the issuer or obligor
ii. a breach of contract, such as a default or delinquency in interest or

principal payments
iii. it becoming probable that the borrower will enter bankruptcy or other

financial reorganization
iv. the disappearance of an active market for that financial asset because

of financial difficulties
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For held-to-maturity financial assets and loans and receivables measured
at amortized cost, the Group first assesses individually whether objective
evidence of impairment exists individually for financial asset that are
individually significant, or collectively for financial assets that are not
individually significant. If the Group determines that no objective
evidence of impairment exits for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses
them for impairment. If there is objective evidence that an impairment
loss has been incurred, the amount of the loss is measured as the
difference between the assets carrying amount and the present value of
estimated future cash flows. The present value of the estimated future cash
flows is discounted at the financial assets original effective interest rate. If
a loan has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate.  Interest income is
accrued based on the reduced carrying amount of the asset, using the rate
of interest used to discount the future cash flows for the purpose of
measuring the impairment loss.

Receivables together with the associated allowance are written off when
there is no realistic prospect of future recovery. If, in a subsequent year,
the amount of the estimated impairment loss increases or decreases
because of an event occurring after the impairment was recognized, the
previously recognized impairment loss is increased or reduced by
adjusting the allowance account. If a future write-off is later recovered,
the recovery is credited to profit or loss.

In the case of equity investments classified as available-for-sale, where
there is evidence of impairment, the cumulative loss - measured as the
difference between the acquisition cost and the current fair value, less any
impairment loss on that investment previously recognized in profit or loss
- is removed from other comprehensive income and recognized in profit or
loss. Impairment losses on equity investments are not reversed through
profit or loss; increases in their fair value after impairment are recognized
directly in other comprehensive income.
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In the case of debt instruments classified as available-for-sale, the amount
recorded for impairment is the cumulative loss measured as the difference
between the amortized cost and the current fair value, less any impairment
loss on that investment previously recognized in profit or loss. Future
interest income continues to be accrued based on the reduced carrying
amount of the asset, using the rate of interest used to discount the future
cash flows for the purpose of measuring the impairment loss. The interest
income is recognized in profit or loss. If, in a subsequent year, the fair
value of a debt instrument increases and the increase can be objectively
related to an event occurring after the impairment loss was recognized in
profit or loss, the impairment loss is reversed through profit or loss.

 (3) Derecognition of financial assets

A financial asset is derecognized when:

i. The rights to receive cash flows from the asset have expired.
ii.  The Group has transferred the asset and substantially all the risks and

rewards of the asset have been transferred.
iii. The Group has neither transferred nor retained substantially all the

risks and rewards of the asset, but has transferred control of the asset.

On derecognition of a financial asset in its entirety, the difference between
the carrying amount and the consideration received or receivable
including any cumulative gain or loss that had been recognized in other
comprehensive income, is recognized in profit or loss.

(4) Financial liabilities and equity

Classification between liabilities or equity

The Group classifies the instrument issued as a financial liability or an
equity instrument in accordance with the substance of the contractual
arrangement and the definitions of a financial liability, and an equity
instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in
the assets of an entity after deducting all of its liabilities. The transaction
costs of an equity transaction are accounted for as a deduction from equity
(net of any related income tax benefit) to the extent they are incremental
costs directly attributable to the equity transaction that otherwise would
have been avoided.
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Compound instruments

The Group evaluates the terms of the convertible bonds issued to
determine whether it contains both a liability and an equity component.
Furthermore, the Group assesses if the economic characteristics and risks
of the put and call options contained in the convertible bonds are closely
related to the economic characteristics and risk of the host contract before
separating the equity element.

For the liability component excluding the derivatives, its fair value is
determined based on the rate of interest applied at that time by the market
to instruments of comparable credit status. The liability component is
classified as a financial liability measured at amortized cost before the
instrument is converted or settled.

For the embedded derivative that is not closely related to the host contract
(for example, if the exercise price of the embedded call or put option is
not approximately equal on each exercise date to the amortized cost of the
host debt instrument), it is classified as a liability component and
subsequently measured at fair value through profit or loss unless it
qualifies for an equity component. The equity component is assigned the
residual amount after deducting from the fair value of the instrument as a
whole the amount separately determined for the liability component. Its
carrying amount is not remeasured in the subsequent accounting periods.
If the convertible bond issued does not have an equity component, it is
accounted for as a hybrid instrument in accordance with the requirements
under IFRS 9 Financial Instruments (before 1 January 2018: IAS 39
Financial Instruments: Recognition and Measurement).

Transaction costs are apportioned between the liability and equity
components of the convertible bond based on the allocation of proceeds to
the liability and equity components when the instruments are initially
recognized.

On conversion of a convertible bond before maturity, the carrying amount
of the liability component being the amortized cost at the date of
conversion is transferred to equity.
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Financial liabilities

Financial liabilities within the scope of IFRS 9 Financial Instruments
(before 1 January 2018: IAS 39 Financial Instruments: Recognition and
Measurement) are classified as financial liabilities at fair value through
profit or loss or financial liabilities measured at amortized cost upon initial
recognition.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial
liabilities held for trading and financial liabilities designated upon initial
recognition as at fair value through profit or loss. A financial liability is
classified as held for trading if:

i. it is acquired or incurred principally for the purpose of selling or
repurchasing it in the near term

ii. on initial recognition it is part of a portfolio of identified financial
instruments that are managed together and for which there is evidence
of a recent actual pattern of short-term profit-taking

iii. it is a derivative (except for a derivative that is a financial guarantee
contract or a designated and effective hedging instrument)

If a contract contains one or more embedded derivatives, the entire hybrid
(combined) contract may be designated as a financial liability at fair value
through profit or loss; or a financial liability may be designated as at fair
value through profit or loss when doing so results in more relevant
information, because either:

i. it eliminates or significantly reduces a measurement or recognition
inconsistency; or

ii. a group of financial assets, financial liabilities or both is managed and
its performance is evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy, and information
about the group is provided internally on that basis to the key
management personnel.

Gains or losses on the subsequent measurement of liabilities at fair value
through profit or loss including interest paid are recognized in profit or
loss.
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Before 1 January 2018, if the financial liabilities at fair value through
profit or loss do not have quoted prices in an active market and their fair
value cannot be reliably measured, then they are classified as financial
liabilities measured at cost on balance sheet and carried at cost as at the
reporting date.

Financial liabilities at amortized cost

Financial liabilities measured at amortized cost include interest bearing
loans and borrowings that are subsequently measured using the effective
interest rate method after initial recognition. Gains and losses are
recognized in profit or loss when the liabilities are derecognized as well as
through the effective interest rate method amortization process.

Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees or transaction costs.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability
is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability
are substantially modified (whether or not attributable to the financial
difficulty of the debtor), such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability,
and the difference in the respective carrying amounts and the consideration
paid, including any non-cash assets transferred or liabilities assumed, is
recognized in profit or loss.

(5) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
reported in the balance sheet if, and only if, there is a currently enforceable
legal right to offset the recognized amounts and there is an intention to
settle on a net basis, or to realize the assets and settle the liabilities
simultaneously.
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(9) Derivative instrument

The Group uses derivative instruments to hedge its foreign currency risks and
interest rate risks. A derivative is classified in the balance sheet as financial
assets or liabilities at fair value through profit or loss (held for trading) except
for derivatives that are designated effective hedging instruments which are
classified as derivative financial assets or liabilities for hedging.

Derivative financial instruments are initially recognized at fair value on the
date on which a derivative contract is entered into and are subsequently
remeasured at fair value. Derivatives are carried as financial assets when the
fair value is positive and as financial liabilities when the fair value is negative.
Any gains or losses arising from changes in the fair value of derivatives are
taken directly to profit or loss, except for the effective portion of cash flow
hedges, which is recognized in equity.

Before 1 January 2018, derivatives embedded in host contracts are accounted
for as separate derivatives and recorded at fair value if their economic
characteristics and risks are not closely related to those of the host contracts
and the host contracts are not held for trading or designated at fair value
though profit or loss.  These embedded derivatives are separated from the
host contract and accounted for as a derivative. The aforementioned policy are
applicable to host contracts as financial liabilities or non-financial assets since
1 January 2018.

(10) Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the
measurement date. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place either:

(a) In the principal market for the asset or liability, or
(b) In the absence of a principal market, in the most advantageous market for

the asset or liability

The principal or the most advantageous market must be accessible to by the
Group.
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The fair value of an asset or a liability is measured using the assumptions that
market participants would use when pricing the asset or liability, assuming that
market participants in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its
highest and best use or by selling it to another market participant that would
use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances
and for which sufficient data are available to measure fair value, maximizing
the use of relevant observable inputs and minimizing the use of unobservable
inputs.

(11) Inventories

Inventories are valued at lower of cost and net realizable value item by item.

Costs incurred in bringing each inventory to its present location and condition
are accounted for as follows:

Raw materials – Purchase cost on a weighted average basis

Finished goods and work in progress – Cost of direct materials and labor and a
proportion of manufacturing overheads based on normal operating capacity
but excluding borrowing costs.

Net realizable value is the estimated selling price in the ordinary course of
business, less estimated costs of completion and the estimated costs necessary
to make the sale.

Starting from 1 January 2018, rendering of services is accounted in accordance
with IFRS 15 and not within the scope of inventories.
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(12) Investments accounted for under the equity method

The Group’s investment in its associate is accounted for using the equity
method other than those that meet the criteria to be classified as held for sale.
An associate is an entity over which the Group has significant influence. A
joint venture is a type of joint arrangement whereby the parties that have joint
control of the arrangement have rights to the net assets of the joint venture.

Under the equity method, the investment in the associate or an investment in a
joint venture is carried in the balance sheet at cost and adjusted thereafter for
the post-acquisition change in the Group’s share of net assets of the associate
or joint venture. After the interest in the associate or joint venture is reduced to
zero, additional losses are provided for, and a liability is recognized, only to
the extent that the Group has incurred legal or constructive obligations or
made payments on behalf of the associate or joint venture. Unrealized gains
and losses resulting from transactions between the Group and the associate or
joint venture are eliminated to the extent of the Group’s related interest in the
associate or joint venture.

When changes in the net assets of an associate occur and not those that are
recognized in profit or loss or other comprehensive income and do not affects
the Group’s percentage of ownership interests in the associate, the Group
recognizes such changes in equity based on its percentage of ownership
interests. The resulting capital surplus recognized will be reclassified to profit
or loss at the time of disposing the associate on a pro-rata basis.

When the associate or joint venture issues new stock, and the Group’s interest
in an associate or a joint venture is reduced or increased as the Group fails to
acquire shares newly issued in the associate or joint venture proportionately to
its original ownership interest, the increase or decrease in the interest in the
associate or joint venture is recognized in additional paid-in capital and
investment accounted for using the equity method. When the interest in the
associate or joint venture is reduced, the cumulative amounts previously
recognized in other comprehensive income are reclassified to profit or loss or
other appropriate items. The aforementioned capital surplus recognized is
reclassified to profit or loss on a pro rata basis when the Group disposes the
associate or joint venture.
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The financial statements of the associate or joint venture are prepared for the
same reporting period as the Group. Where necessary, adjustments are made to
bring the accounting policies in line with those of the Group.

The Group determines at each reporting date whether there is any objective
evidence that the investment in the associate or an investment in a joint
venture is impaired in accordance with IAS 28 Investments in Associates and
Joint Ventures (before 1 January 2018: IAS 39 Financial Instruments:
Recognition and Measurement). If this is the case the Group calculates the
amount of impairment as the difference between the recoverable amount of the
associate or joint venture and its carrying value and recognizes the amount in
the ‘share of profit or loss of an associate’ in the statement of comprehensive
income in accordance with IAS 36 Impairment of Assets. In determining the
value in use of the investment, the Group estimates:

(a) Its share of the present value of the estimated future cash flows expected
to be generated by the associate, including the cash flows from the
operations of the associate and the proceeds on the ultimate disposal of
the investment; or

(b) The present value of the estimated future cash flows expected to arise from
dividends to be received from the investment and from its ultimate
disposal.

Because goodwill that forms part of the carrying amount of an investment in
an associate is not separately recognized, it is not tested for impairment
separately by applying the requirements for impairment testing goodwill in
IAS 36 Impairment of Assets.

Upon loss of significant influence over the associate, the Group measures and
recognizes any retaining investment at its fair value. Any difference between
the carrying amount of the associate upon loss of significant influence and the
fair value of the retaining investment and proceeds from disposal is recognized
in profit or loss. Furthermore, if an investment in an associate becomes an
investment in a joint venture or an investment in a joint venture becomes an
investment in an associate, the entity continues to apply the equity method and
does not remeasure the retained interest.
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(13) Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation
and accumulated impairment losses, if any. Such cost includes the cost of
dismantling and removing the item and restoring the site on which it is located
and borrowing costs for construction in progress if the recognition criteria are
met. 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 is depreciated separately.
When significant parts of property, plant and equipment are required to be
replaced in intervals, the Group recognized such parts as individual assets with
specific useful lives and depreciation, respectively. The carrying amount of
those parts that are replaced is derecognized in accordance with the
derecognition provisions of IAS 16 Property, plant and equipment. When a
major inspection is performed, its cost is recognized in the carrying amount of
the plant and equipment as a replacement if the recognition criteria are satisfied.
All other repair and maintenance costs are recognized in profit or loss as
incurred.

Depreciation is calculated on a straight-line basis over the estimated economic
lives of the following assets:

Items Useful Lives

Buildings 5�54 years

Machinery and equipment 4�10 years

Transportation equipment 5 years
Furniture, fixtures and equipment 2�7 years

Other equipment 2�7 years

An item of property, plant and equipment and any significant part initially
recognized is derecognized upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset is recognized in profit or loss.

The assets’ residual values, useful lives and methods of depreciation are
reviewed at each financial year end and adjusted prospectively, if appropriate.
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(14) Investment property

Investment properties are measured initially at cost, including transaction
costs. The carrying amount includes the cost of replacing part of an existing
investment property at the time that cost is incurred if the recognition criteria
are met and excludes the costs of day-to-day servicing of an investment
property. Subsequent to initial recognition, investment properties are measured
using the cost model in accordance with the requirements of IAS 16 for that
model, other than those that meet the criteria to be classified as held for sale
(or are included in a disposal group that is classified as held for sale) in
accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued
Operations.

Depreciation is calculated on a straight-line basis over the estimated economic
lives of the following assets:

Buildings 20  years

Investment properties are derecognized when either they have been disposed
of or when the investment property is permanently withdrawn from use and no
future economic benefit is expected from its disposal. The difference between
the net disposal proceeds and the carrying amount of the asset is recognized in
profit or loss in the period of derecognition.

Assets are transferred to or from investment properties when there is a change
in use.

Properties are transferred to or from investment properties when the properties
meet, or cease to meet, the definition of investment property and there is
evidence of the change in use.

(15) Leases

Group as a lessee

Finance leases which transfer to the Group substantially all the risks and
benefits incidental to ownership of the leased item, are capitalized at the
commencement of the lease at the fair value of the leased property or, if lower,
at the present value of the minimum lease payments. Lease payments are
apportioned between finance charges and reduction of the lease liability so as
to achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are recognized in profit or loss.
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A leased asset is depreciated over the useful life of the asset. However, if there
is no reasonable certainty that the Group will obtain ownership by the end of
the lease term, the asset is depreciated over the shorter of the estimated useful
life of the asset and the lease term.

Operating lease payments are recognized as an expense on a straight-line basis
over the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and
benefits of ownership of the asset are classified as operating leases. Initial
direct costs incurred in negotiating an operating lease are added to the carrying
amount of the leased asset and recognized over the lease term on the same
basis as rental income. Contingent rents are recognized as revenue in the
period in which they are earned.

(16) Intangible assets

Intangible assets acquired separately are measured on initial recognition at
cost. The cost of intangible assets acquired in a business combination is its fair
value as at the date of acquisition. Following initial recognition, intangible
assets are carried at cost less any accumulated amortization and accumulated
impairment losses, if any. Internally generated intangible assets, excluding
capitalized development costs, are not capitalized and expenditure is reflected
in profit or loss for the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life
and assessed for impairment whenever there is an indication that the intangible
asset may be impaired. The amortization period and the amortization method
for an intangible asset with a finite useful life is reviewed at least at the end of
each financial year. Changes in the expected useful life or the expected pattern
of consumption of future economic benefits embodied in the asset is accounted
for by changing the amortization period or method, as appropriate, and are
treated as changes in accounting estimates.
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Intangible assets with indefinite useful lives are not amortized, but are tested
for impairment annually, either individually or at the cash-generating unit
level. The assessment of indefinite life is reviewed annually to determine
whether the indefinite life continues to be supportable. If not, the change in
useful life from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured
as the difference between the net disposal proceeds and the carrying amount of
the asset and are recognized in profit or loss when the asset is derecognized.

A summary of the policies applied to the Group’s intangible assets is as
follows:

Customer relationships Trademarks Computer software
Useful lives 10 years 10�15 years 3�5 years
Amortization method
used

Amortized on a
straight-line basis

Amortized on a
straight-line basis

Amortized on a
straight-line basis

Internally generated
or acquired

Acquired Acquired Acquired

(17) Impairment of non-financial assets

The Group assesses at the end of each reporting period whether there is any
indication that an asset in the scope of IAS 36 Impairment of Assets may be
impaired. If any such indication exists, or when annual impairment testing for
an asset is required, the Group estimates the asset’s recoverable amount. An
asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s
(“CGU”) fair value less costs to sell and its value in use and is determined for
an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets. Where the
carrying amount of an asset or CGU exceeds its recoverable amount, the asset
is considered impaired and is written down to its recoverable amount.

For assets excluding goodwill, an assessment is made at each reporting date as
to whether there is any indication that previously recognized impairment
losses may no longer exist or may have decreased. If such indication exists, the
Group estimates the asset’s or cash-generating unit’s recoverable amount. A
previously recognized impairment loss is reversed only if there has been an
increase in the estimated service potential of an asset which in turn increases
the recoverable amount. However, the reversal is limited so that the carrying
amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognized for the asset in prior years.
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A cash generating unit, or groups of cash-generating units, to which goodwill
has been allocated is tested for impairment annually at the same time,
irrespective of whether there is any indication of impairment. If an impairment
loss is to be recognized, it is first allocated to reduce the carrying amount of
any goodwill allocated to the cash generating unit (group of units), then to the
other assets of the unit (group of units) pro rata on the basis of the carrying
amount of each asset in the unit (group of units). Impairment losses relating to
goodwill cannot be reversed in future periods for any reason.

An impairment loss of continuing operations or a reversal of such impairment
loss is recognized in profit or loss.

(18) Post-employment benefits

All regular employees of the Company and its domestic subsidiaries are
entitled to a pension plan that is managed by an independently administered
pension fund committee. Fund assets are deposited under the committee’s
name in the specific bank account and hence, not associated with the Company
and its domestic subsidiaries. Therefore fund assets are not included in the
Group’s consolidated financial statements. Pension benefits for employees of
the overseas subsidiaries and the branches are provided in accordance with the
respective local regulations.

For the defined contribution plan, the Company and its domestic subsidiaries
will make a monthly contribution of no less than 6% of the monthly wages of
the employees subject to the plan. The Company recognizes expenses for the
defined contribution plan in the period in which the contribution becomes due.
Overseas subsidiaries and branches make contribution to the plan based on the
requirements of local regulations.

Post-employment benefit plan that is classified as a defined benefit plan uses
the Projected Unit Credit Method to measure its obligations and costs based on
actuarial assumptions. Re-measurements, comprising of the effect of the
actuarial gains and losses, the effect of the asset ceiling (excluding net interest)
and the return on plan assets, excluding net interest, are recognized as other
comprehensive income with a corresponding debit or credit to retained
earnings in the period in which they occur. Past service costs are recognized in
profit or loss on the earlier of:
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(a) the date of the plan amendment or curtailment, and
(b) the date that the Group recognizes restructuring-related costs

Net interest is calculated by applying the discount rate to the net defined
benefit liability or asset, both as determined at the start of the annual reporting
period, taking account of any changes in the net defined benefit liability (asset)
during the period as a result of contribution and benefit payment.

(19) Provisions

Provisions are recognized when the Group has a present obligation (legal or
constructive) as a result of a past event, it is probably that an outflow of
resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.
Where the Group expects some or all of a provision to be reimbursed, the
reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain. If the effect of the time value of money is
material, provisions are discounted using a current pre-tax rate that reflects the
risks specific to the liability. Where discounting is used, the increase in the
provision due to the passage of time is recognized as a finance cost.

The liability for a levy is recognised progressively if the obligating event
occurs over a period of time

Sales returns and allowances

Starting from 1 January 2018, sales returns and allowances are accounted in
accordance with IFRS 15. Before 1 January 2018, a provision has been
recognized for sales returns and allowances based on past experience and other
known factors.

(20) Treasury shares

The parent company’s own shares which are reacquired by the Group (treasury
shares) are recognized at cost and deducted from equity. Any difference
between the carrying amount and the consideration is recognized in equity.
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(21) Revenue recognition

The accounting policy from 1 January 2018 is as follows:

The Group’s revenue arising from contracts with customers are primarily
related to sale of goods. The accounting policies are explained as follows:

Sale of goods

The Group manufactures and sells machinery. Sales are recognized when
control of the goods is transferred to the customer and the goods are delivered
to the customers. The main product of the Group are faucets and plumbing
products and revenue is recognized based on the consideration stated in the
contract. For certain sales of goods transactions, they are usually accompanied
by volume discounts (based on the accumulated total sales amount for a
specified period). Therefore, revenue from these sales is recognized based on
the price specified in the contract, net of the estimated volume discounts. So
the Group estimates the discounts using the expected value method based on
historical experiences. Revenue is only recognized to the extent that it is
highly probable that a significant reversal in the amount of cumulative revenue
recognized will not occur and when the uncertainty associated with the
variable consideration is subsequently resolved. During the period specified in
the contract, refund liability is recognized for the expected volume discounts.

The Group provides its customer with a warranty with the purchase of the
products. The warranty provides assurance that the product will operate as
expected by the customers, and the warranty is accounted for in accordance
with IAS 37.

The credit period of the Group’s sale of goods is from 60 to 90 days. For most of
the contracts, when the Group transfers the goods to customers and has a right to
an amount of consideration that is unconditional, these contracts are recognized
as trade receivables. The Group usually collects the payments shortly after
transfer of goods to customers; therefore, there is no significant financing
component to the contract.

- 200 -



GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

54

The accounting policy before 1 January 2018 is as follows:

Revenue is recognized to the extent that it is probable that the economic
benefits will flow to the Group and the revenue can be reliably measured.
Revenue is measured at the fair value of the consideration received or
receivable. The following specific recognition criteria must also be met before
revenue is recognized:

Sale of goods

Revenue from the sale of goods is recognized when all the following conditions
have been satisfied:

(a) the significant risks and rewards of ownership of the goods have
transferred to the buyer

(b) neither continuing managerial involvement nor effective control over the
goods sold have been retained

(c) the amount of revenue can be measured reliably
(d) it is probable that the economic benefits associated with the transaction

will flow to the entity
(e) the costs incurred or to be incurred in respect of the transaction can be

measured reliably

Interest income

For all financial assets measured at amortized cost (including loans and
receivables), interest income is recorded using the effective interest rate
method and recognized in profit or loss.

Dividends

Revenue is recognized when the Group’s right to receive the payment is
established.

(22) Borrowing cost

Borrowing costs directly attributable to the acquisition, construction or
production of an asset that necessarily takes a substantial period of time to get
ready for its intended use or sale are capitalized as part of the cost of the
respective assets. All other borrowing costs are expensed in the period they
occur. Borrowing costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.
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(23) Government grants

Government grants are recognized where there is reasonable assurance that the
grant will be received and all attached conditions will be complied with.
Where the grant relates to an asset, it is recognized as deferred income and
released to income in equal amounts over the expected useful life of the related
asset. When the grant relates to an expense item, it is recognized as income
over the period necessary to match the grant on a systematic basis to the costs
that it is intended to compensate.

Where the Group receives non-monetary grants, the asset and the grant are
recorded gross at nominal amounts and released to the statement of
comprehensive income over the expected useful life and pattern of
consumption of the benefit of the underlying asset by equal annual
installments. Where loans or similar assistance are provided by governments
or related institutions with an interest rate below the current applicable market
rate, the effect of this favorable interest is regarded as additional government
grant.

(24) Share-based payment transactions

The cost of equity-settled transactions between the Group and its subsidiaries
is recognized based on the fair value of the equity instruments granted. The
fair value of the equity instruments is determined by using an appropriate
pricing model.

The cost of equity-settled transactions is recognized, together with a
corresponding increase in other capital reserves in equity, over the period in
which the performance and/or service conditions are fulfilled. The cumulative
expense recognized for equity-settled transactions at each reporting date until
the vesting date reflects the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity instruments that will
ultimately vest. The income statement expense or credit for a period represents
the movement in cumulative expense recognized as at the beginning and end
of that period.

No expense is recognized for awards that do not ultimately vest, except for
equity-settled transactions where vesting is conditional upon a market or
non-vesting condition, which are treated as vesting irrespective of whether or
not the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.
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Where the terms of an equity-settled transaction award are modified, the
minimum expense recognized is the expense as if the terms had not been
modified, if the original terms of the award are met. An additional expense is
recognized for any modification that increases the total fair value of the
share-based payment transaction, or is otherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it vested on the
date of cancellation, and any expense not yet recognized for the award is
recognized immediately. This includes any award where non-vesting
conditions within the control of either the entity or the employee are not met.
However, if a new award is substituted for the cancelled award, and designated
as a replacement award on the date that it is granted, the cancelled and new
awards are treated as if they were a modification of the original award, as
described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional share
dilution in the computation of diluted earnings per share.

The cost of restricted stocks issued is recognized as salary expense based on
the fair value of the equity instruments on the grant date, together with a
corresponding increase in other capital reserves in equity, over the vesting
period. The Group recognized unearned employee salary which is a
transitional contra equity account; the balance in the account will be
recognized as salary expense over the passage of vesting period.

(25) Income Tax

Income tax expense (income) is the aggregate amount included in the
determination of profit or loss for the period in respect of current tax and
deferred tax.

Current income tax

Current income tax assets and liabilities for the current and prior periods are
measured at the amount expected to be recovered from or paid to the taxation
authorities, using the tax rates and tax laws that have been enacted or
substantively enacted by the end of the reporting period. Current income tax
relating to items recognized in other comprehensive income or directly in
equity is recognized in other comprehensive income or equity and not in profit
or loss.
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The income tax for undistributed earnings is recognized as income tax expense
in the subsequent year when the distribution proposal is approved at the
shareholders’ meeting.

Deferred tax

Deferred tax is provided on temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences,
except:

i. Where the deferred tax liability arises from the initial recognition of
goodwill or of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss

ii. In respect of taxable temporary differences associated with investments in
subsidiaries, associates and interests in joint arrangements, where the
timing of the reversal of the temporary differences can be controlled and it
is probable that the temporary differences will not reverse in the foreseeable
future.

Deferred tax assets are recognized for all deductible temporary differences,
carry forward of unused tax credits and unused tax losses, to the extent that it
is probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused
tax losses can be utilized, except:

i. Where the deferred tax asset relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss.
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ii. In respect of deductible temporary differences associated with investments
in subsidiaries, associates and interests in joint arrangements, deferred tax
assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be
available against which the temporary differences can be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply in the year when the asset is realized or the liability is
settled, based on tax rates and tax laws that have been enacted or substantively
enacted at the reporting date. The measurement of deferred tax assets and
deferred tax liabilities reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities. Deferred tax
relating to items recognized outside profit or loss is recognized outside profit
or loss.  Deferred tax items are recognized in correlation to the underlying
transaction either in other comprehensive income or directly in equity.
Deferred tax assets are reassessed at each reporting date and are recognized
accordingly.

Deferred tax assets and deferred tax liabilities are offset, if a legally
enforceable right exists to set off current income tax assets against current
income tax liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.

(26) Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The
consideration transferred, the identifiable assets acquired and liabilities
assumed are measured at acquisition date fair value. For each business
combination, the acquirer measures any non-controlling interest in the
acquiree either at fair value or at the non-controlling interest’s proportionate
share of the acquiree’s identifiable net assets. Acquisition-related costs are
accounted for as expenses in the periods in which the costs are incurred and
are classified under administrative expenses.

When the Group acquires a business, it assesses the assets and liabilities
assumed for appropriate classification and designation in accordance with the
contractual terms, economic circumstances and pertinent conditions as at the
acquisition date. This includes the separation of embedded derivatives in host
contracts by the acquiree.

If the business combination is achieved in stages, the acquisition date fair
value of the acquirer’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date through profit or loss.
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Any contingent consideration to be transferred by the acquirer will be
recognized at the acquisition-date fair value. Subsequent changes to the fair
value of the contingent consideration which is deemed to be an asset or
liability, will be recognized in accordance with IFRS 9 Financial Instruments
(before 1 January 2018: IAS 39 Financial Instruments: Recognition and
Measurement) either in profit or loss or as a change to other comprehensive
income. However, if the contingent consideration is classified as equity, it
should not be remeasured until it is finally settled within equity.

Goodwill is initially measured as the amount of the excess of the aggregate of
the consideration transferred and the non-controlling interest over the net fair
value of the identifiable assets acquired and the liabilities assumed. If this
aggregate is lower than the fair value of the net assets acquired, the difference
is recognized in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated
impairment losses. Goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating units that are
expected to benefit from the combination, irrespective of whether other assets
or liabilities of the acquiree are assigned to those units. Each unit or group of
units to which the goodwill is so allocated represents the lowest level within
the Group at which the goodwill is monitored for internal management
purpose and is not larger than an operating segment before aggregation.

Where goodwill forms part of a cash-generating unit and part of the operation
within that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation. Goodwill
disposed of in this circumstance is measured based on the relative recoverable
amounts of the operation disposed of and the portion of the cash-generating
unit retained.

 5. SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the Group’s consolidated financial statements require
management to make judgements, estimates and assumptions that affect the
reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of the reporting period. However, uncertainty
about these assumption and estimate could result in outcomes that require a
material adjustment to the carrying amount of the asset or liability affected in
future periods.
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(1) Judgement

In the process of applying the Group’s accounting policies, management has
made the following judgements, which have the most significant effect on the
amounts recognized in the consolidated financial statements:

(a) Investment Property

   The purpose of some real estate held by the Group was to earn rentals or
for capital appreciation, some others were for the Group’s own use. If the
parts can be sold separately, they are treated as investment property, and
property, plant and equipment. If any of the parts cannot be sold
separately, it is classified as investment property only when the part for the
Group’s own use is an insignificant portion.

(b) Operating lease commitment�Group as the lessor

The Group has entered into commercial property leases on its investment
property portfolio. The Group has determined, based on an evaluation of
the terms and conditions of the arrangements, that it retains all the
significant risks and rewards of ownership of these properties and
accounts for the contracts as operating leases.

(2) Estimates and assumptions

The key assumptions concerning the future and other key sources of
estimation uncertainty at the reporting date, that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below.

(a) Fair value of financial instruments

Where the fair value of financial assets and financial liabilities recorded in
the balance sheet cannot be derived from active markets, they are
determined using valuation techniques including the income approach (for
example the discounted cash flow model) or market approach. Changes in
assumptions about these factors could affect the reported fair value of the
financial instruments. Please refer to Note 12 for more details.

- 207 -



GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

61

(b) Impairment of goodwill

An impairment exists when the carrying value of an asset or cash
generating unit exceeds its recoverable amount, which is the higher of its
fair value less costs to sell and its value in use. The fair value less costs to
sell calculation is based on the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market
participants at the measurement date less incremental costs that would be
directly attributable to the disposal of the asset or cash generating unit.
The value in use calculation is based on a discounted cash flow model.
The cash flows projections are derived from the budget for the next five
years and do not include restructuring activities that the Group is not yet
committed to or significant future investments that will enhance the
asset’s performance of the cash generating unit being tested. The
recoverable amount is most sensitive to the discount rate used for the
discounted cash flow model as well as the expected future cash-inflows
and the growth rate used for extrapolation purposes. The key assumptions
used to determine the recoverable amount for the different cash generating
units, including a sensitivity analysis, are further explained in Note 6.

(c) Pension benefits

The cost of post-employment benefit and the present value of the pension
obligation under defined benefit pension plans are determined using
actuarial valuations. An actuarial valuation involves making various
assumptions, including the discount rate and expected salary raise/cut or
changes. Please refer to Note 6 for more details.

(d) Share-based payment transactions

The Group measures the cost of equity-settled transactions with
employees by reference to the fair value of the equity instruments at the
date at which they are granted. Estimating fair value for share-based
payment transactions requires determining the most appropriate valuation
model, which is dependent on the terms and conditions of the grant. This
estimate also requires determining the most appropriate inputs to the
valuation model including the expected life of the share option, volatility
and dividend yield and making assumptions about them. The assumptions
and models used for estimating fair value for share-based payment
transactions are disclosed in Note 6.
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(e) Revenue recognition – sales returns and allowance

Starting from 1 January 2018:

The Group estimates sales returns and allowance based on historical
experience and other known factors at the time of sale, which reduces the
operating revenue. In assessing the aforementioned sales returns and
allowance, revenue is recognized to the extent it is highly probable that a
significant reversal in the amount of cumulative revenue recognized will
not occur. Please refer to Note 6 for more details.

Before 1 January 2018:

The Group estimates sales returns and allowance based on historical
experience and other known factors at the time of sale, which reduces the
operating revenue. Please refer to Note 6 for more details.

(f) Income tax

Uncertainties exist with respect to the interpretation of complex tax
regulations and the amount and timing of future taxable income. Given the
wide range of international business relationships and the long-term nature
and complexity of existing contractual agreements, differences arising
between the actual results and the assumptions made, or future changes to
such assumptions, could necessitate future adjustments to tax income and
expense already recorded. The Group establishes provisions, based on
reasonable estimates, for possible consequences of audits by the tax
authorities of the respective counties in which it operates. The amount of
such provisions is based on various factors, such as experience of previous
tax audits and differing interpretations of tax regulations by the taxable
entity and the responsible tax authority. Such differences of interpretation
may arise on a wide variety of issues depending on the conditions
prevailing in the respective Group company's domicile.

Deferred tax assets are recognized for all carryforward of unused tax
losses and unused tax credits and deductible temporary differences to the
extent that it is probable that taxable profit will be available or there are
sufficient taxable temporary differences against which the unused tax
losses, unused tax credits or deductible temporary differences can be
utilized. The amount of deferred tax assets determined to be recognized is
based upon the likely timing and the level of future taxable profits and
taxable temporary differences together with future tax planning strategies.
Please refer to Note 6 for unrecognized deferred tax assets.
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(g) Accounts receivables–estimation of impairment loss

Starting from 1 January 2018:

The Group estimates the impairment loss of accounts receivables at an
amount equal to lifetime expected credit losses. The credit loss is the
present value of the difference between the contractual cash flows that are
due under the contract (carrying amount) and the cash flows that expects
to receive (evaluate forward looking information). However, as the impact
from the discounting of short-term receivables is not material, the credit
loss is measured by the undiscounted cash flows. Where the actual future
cash flows are lower than expected, a material impairment loss may arise.
Please refer to Note 6 for more details.

Before1 January 2018:

The Group considers the estimation of future cash flows when there is
objective evidence showing indications of impairment. The amount of the
loss is measured as the difference between the asset's carrying amount and
the present value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial asset's
original effective interest rate. However, as the impact from the discounting
of short-term receivables is not material, the impairment of short-term
receivables is measured as the difference between the asset's carrying
amount and the estimated undiscounted future cash flows. Where the actual
future cash flows are lower than expected, a material impairment loss may
arise. Please refer to Note 6 for more details.

(h) Inventories

Estimates of net realizable value of inventories take into consideration that
inventories may be damaged, become wholly or partially obsolete, or their
selling prices have declined.  The estimates are based on the most reliable
evidence available at the time the estimates are made. Please refer to Note
6 for more details.
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6. CONTENTS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents
As at 31 December

2018 2017
Cash on hand $1,245 $2,250
Demand deposits 2,027,419 1,575,808
Time deposits 1,073,128 1,236,187
Cash equivalents

Funds - 274,380
Total $3,101,792 $3,088,625

(2) Financial assets at fair value through profit or loss-current

As at 31 December

2018 2017(Note)

Mandatorily measured at fair value
through profit or loss:
Derivatives not designated as hedging

instruments
Forward foreign exchange contracts $10,492

Total $10,492

As at 31 December
2018(Note)  2017

Held for trading:
Derivatives not designated as hedging

instruments
Forward foreign exchange contracts $2,966

Total $2,966

Note: The Group adopted IFRS 9 on 1 January 2018. The Group elected not to
restate prior periods in accordance with the transition provision in IFRS
9.

Financial assets at fair value through profit or loss were not pledged.
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Please refer to Note 12(8) for more details on forward foreign exchange
contracts.

(3) Financial assets measured at amortized cost-current

As at 31 December

2018 2017 (Note)

Bank deposits- time deposit (longer
than three months)

$107,800

Bank deposits- time deposit- pledged 47,101
Bank deposits- reserve account 108,443

$263,344

Note: The Group adopted IFRS 9 on 1 January 2018. The Group elected not to
restate prior periods in accordance with the transition provision in IFRS
9.

The Group classified certain financial assets as financial assets measured at
amortized cost. Please refer to Note 8 for more details on financial assets
measured at amortized cost under pledge. Please refer to Note 12 for more
details on credit risk.

(4) Notes receivables
As at 31 December

2018 2017
Notes receivables $29,560 $40,926

Notes receivables were all generated from operating activities and were not
pledged.

The Group adopted IFRS 9 for impairment assessment on 1 January 2018.
Please refer to Note 6.(23) for more details on accumulated impairment. Please
refer to Note 12 for more details on credit risk.
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(5) Trade receivables, net
As at 31 December

2018 2017

Trade receivables $2,851,655 $3,282,062
Less: allowance for sales discounts (223,583) (244,100)
Less: loss allowance (36,327) (35,890)

Total $2,591,745 $3,002,072

Trade receivables are generally on 60-90 day terms.  The Group adopted IFRS 9
for impairment assessment on 1 January 2018. Please refer to Note 6(23) for more
details on impairment of trade receivables. The Group adopted IAS 39 for
impairment assessment before 1 January 2018. The movements in the provision
for impairment of trade receivables and trade receivables-related parties for the
year period ended 31 December 2017 are as follows: (Please refer to Note 12 for
more details on credit risk management.)

Individually
impaired

Collectively
impaired Total

As at 1 Jan. 2017 $- $88,036 $88,036
Charge for the current period - (7,269) (7,269)
Write-off - (43,914) (43,914)
Foreign exchange effects - (963) (963)

As at 31 Dec. 2017 $- $35,890 $35,890

Aging analysis of overdue trade receivables is as follows:

Past due but not impaired

Neither past due

nor impaired 1-90 days

90-180

days

181-365

days

Upon 366

days Total

31 Dec. 2017 $2,381,877 $620,195 $- $- $- $3,002,072

Please refer to Note 8 for more details on trade receivables under pledge.
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(6) Inventories

(a) Details as follows
As at 31 December

2018 2017
Raw materials $319,455 $298,916
Supplies & parts 10,171 10,210
Work in progress 401,961 357,165
Finished goods 326,964 275,865
Merchandise 2,264,005 2,124,035
Total $3,322,556 $3,066,191

(b) The cost of inventories recognized in expenses for the years ended 31
December 2018 and 2017 were $12,984,762 and $12,833,990, respectively.
The profit and loss related to cost of goods sold are as follows:

For the years ended
31 December

2018 2017
Gain (losses) on obsolete inventory
price recovery $(9,407) $89,172

Scraps (15,942) (31,828)
Net $(25,349) $57,344

(c) The gain on obsolete inventory in the year ended 31 Dec. 2017 was due to
the scrap of obsolete inventory, which reduced the book quantities of
obsolete inventory.

No inventories were pledged.

(7) Prepayments
As at 31 December

2018 2017
Prepayment for purchases $31,322 $11,123
VAT paid 19,650 23,632
Other prepayments 85,930 87,094
Total $136,902 $121,849

Prepayments were not pledged.
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(8) Investments accounted for using the equity method

The following table lists the investments accounted for using the equity method
of the Group:

As at 31 December

2018 2017

Investees
Carrying
amount

Percentage of
ownership

Carrying
amount

Percentage of
ownership

Investments in associates:
Chengxinzhao (Zhangzhou)
Hardware Co., Ltd.

$22,698 49.00% $23,799 49.00%

Arte En Bronce, S.A. DE C.V. - 48.89% - 48.89%
Total $22,698 $23,799

After the interest in the associate - Arte En Bronce, S.A. DE C.V. was reduced
to zero, additional losses were provided for, and a liability was recognized only
to the extent that the Group has incurred legal or constructive obligations or
made payments on behalf of the associate. Unrealized gains and losses resulting
from transactions between the Group and the associate are eliminated to the
extent of the Group’s related interest in the associate.

The Group’s investments in Chengxinzhao (Zhangzhou) Hardware Co., Ltd.
and Arte En Bronce, S.A. DE C.V. are not individually material. The aggregate
financial information based on Group’s share of associates is as follows:

For the years ended 31 December
2018 2017

Loss from continuing operations $(550) $(1,088)
Other comprehensive loss (551) (260)
Total comprehensive loss $(1,101) $(1,348)

The associates had no contingent liabilities or capital commitments a as at 31
December 2018 and 2017, and did not provide any guarantee.
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(9) Property, plant and equipment

Land and land
Improvements Buildings

Machinery and
equipment

Transportation
equipment

Office
equipment

Other
equipment

Construction
in progress

and equipment
awaiting

examination Total
Cost:
As at 1 Jan. 2018 $139,340 $1,247,748 $1,596,100 $51,822 $521,283 $729,408 $68,340 $4,354,041
Additions - 15,800 36,816 4,903 29,685 44,450 258,177 389,831
Disposals - (34,327) (37,084) (1,647) (10,140) (33,956) - (117,154)
Transfers - 913 224,905 - 13,331 26,749 (267,585) (1,687)
Effect of losing control of a
subsidiary (Note)

- (227,727) (61,586) (133) (11,473) (108,013) (6,756) (415,688)

Exchange differences - (20,002) (36,680) (1,166) (2,770) (12,069) (1,607) (74,294)

As at 31 Dec. 2018 $139,340 $982,405 $1,722,471 $53,779 $539,916 $646,569 $50,569 $4,135,049

As at 1 Jan. 2017 $139,340 $1,471,865 $1,652,677 $57,666 $555,239 $748,441 $21,232 $4,646,460
Additions - 27,332 80,198 217 30,121 68,369 89,951 296,188
Disposals - (419) (109,286) (1,601) (34,098) (29,982) - (175,386)
Transfers - - 21,494 - 29 17,464 (40,441) (1,454)
Effect of losing control of a
subsidiary

- (235,851) (30,959) (4,664) (15,254) (62,465) (2,191) (351,384)

Exchange differences - (15,179) (18,024) 204 (14,754) (12,419) (211) (60,383)
As at 31 Dec. 2017 $139,340 $1,247,748 $1,596,100 $51,822 $521,283 $729,408 $68,340 $4,354,041

Depreciation and impairment:
As at 1 Jan. 2018 $- $676,641 $1,062,519 $40,328 $463,516 $529,244 $6,921 $2,779,169
Depreciation - 60,351 91,003 3,834 25,747 75,159 - 256,094
Disposals - (32,483) (33,369) (1,369) (10,015) (28,882) - (106,118)
Transfers - - - - - - - -
Effect of losing control of a
subsidiary (Note)

- (102,856) (61,586) (133) (11,473) (108,013) (6,756) (290,817)

Exchange differences - (11,208) (20,135) (942) (2,595) (9,328) (165) (44,373)

As at 31 Dec. 2018 $- $590,445 $1,038,432 $41,718 $465,180 $458,180 $- $2,593,955

As at 1 Jan. 2017 $- $763,378 $1,111,047 $41,893 $500,839 $544,663 $6,990 $2,968,810
Depreciation - 62,492 82,495 4,517 24,562 66,543 - 240,609
Disposals - (244) (99,200) (1,593) (33,615) (29,162) - (163,814)
Transfers - - - - - - - -
Effect of losing control of a
subsidiary

- (139,306) (25,001) (4,664) (14,656) (43,115) - (226,742)

Exchange differences - (9,679) (6,822) 175 (13,614) (9,685) (69) (39,694)
As at 31 Dec. 2017 $- $676,641 $1,062,519 $40,328 $463,516 $529,244 $6,921 $2,779,169

Net carrying amount:
As at 31 Dec. 2018 $139,340 $391,960 $684,039 $12,061 $74,736 $188,389 $50,569 $1,541,094

As at 31 Dec. 2017 $139,340 $571,107 $533,581 $11,494 $57,767 $200,164 $61,419 $1,574,872
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Note: The Group’s subsidiary: Globe Union Industrial (B.V.I.) Corp sold
Qingdao Globe Union Technology Industrial Corp. to Qingdao Kaili
Xiangtong Investment Management Co., Ltd. in December 2018, so
the Group lost control of Qingdao Globe Union Technology Industrial
Corp. Please refer to Note 6(30) for the effect of disposal of a
subsidary.

(a) Please refer to Note 8 for more details on property, plant and
equipment under pledge.

(b) There is no occurrence of capitalization of interest due to purchasing
property, plant and equipment for the years ended 31 December 2018
and 2017.

(10) Investment property
Buildings

Cost:
As at 1 Jan. 2018 $19,769
Additions from subsequent expenditure -
Effect of losing control of a subsidiary (19,298)
Exchange differences (471)
As at 31 Dec. 2018 $-

As at 1 Jan. 2017 $19,968
Additions from subsequent expenditure -
Exchange differences (199)
As at 31 Dec. 2017 $19,769

Depreciation and impairment:
As at 1 Jan. 2018 $8,006
Depreciation 892
Effect of losing control of a subsidiary (8,684)
Exchange differences (214)
As at 31 Dec. 2018 $-

As at 1 Jan. 2017 $7,188
Depreciation 882
Exchange differences (64)
As at 31 Dec. 2017 $8,006

Net carrying amount:
As at 31 Dec. 2018 $-
As at 31 Dec. 2017 $11,763
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For the years ended
31 December

2018 2017

Rental income from investment property $4,116 $4,067

Less:

Direct operating expenses from investment property
generating rental income

(892) (882)

Total $3,224 $3,185

No investment property was pledged.

Investment properties held by the Group are not measured at fair value but for
which the fair value is disclosed. The fair value measurements of the
investment properties are categorized within Level 3. The fair value of
investment properties was $19,890 as at 31 December 2017. The Group
contacted a real estate agency to investigate the final prices of the same types
of buildings sold to determine the current fair value.

(11) Intangible assets and goodwill

Computer
software Trademarks

Customer
relationships Goodwill Total

Cost:
As at 1 Jan. 2018 $187,208 $122,718 $508,553 $1,493,356 $2,311,835
Addition-acquired separately 13,335 - - - 13,335
Derecognitions (Note) - - (492,221) - (492,221)
Exchange differences (2,005) (2,206) (16,332) (41,696) (62,239)
As at 31 Dec. 2018 $198,538 $120,512 $- $1,451,660 $1,770,710

As at 1 Jan. 2017 $176,263 $121,760 $501,463 $1,475,281 $2,274,767
Addition-acquired separately 11,158 - - - 11,158
Exchange differences (213) 958 7,090 18,075 25,910
As at 31 Dec. 2017 $187,208 $122,718 $508,553 $1,493,356 $2,311,835
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Computer
software Trademarks

Customer
relationships Goodwill Total

Amortization and impairment:
As at 1 Jan. 2018 $161,122 $96,287 $508,553 $692,500 $1,458,462
Amortization 16,575 5,570 - - 22,145
Derecognitions (Note) - - (492,221) - (492,221)
Exchange differences (1,848) (1,691) (16,332) (21,027) (40,898)
As at 31 Dec. 2018 $175,849 $100,166 $- $671,473 $947,488

As at 1 Jan. 2017 $136,676 $90,197 $481,262 $683,372 $1,391,507
Amortization 24,540 5,336 19,545 - 49,421
Exchange differences (94) 754 7,746 9,128 17,534
As at 31 Dec. 2017 $161,122 $96,287 $508,553 $692,500 $1,458,462

Net carrying amount:
As at 31 Dec. 2018 $22,689 $20,346 $- $780,187 $823,222

As at 31 Dec. 2017 $26,086 $26,431 $- $800,856 $853,373

Amortization expense of intangible assets under the statement of
comprehensive income:

2018 2017

Operating costs $1,911 $1,888

Operating expenses $20,234 $47,533

Note: Customer relationships are intangible assets with finite useful life
acquired in business combinations. It is fully amortized and therefore
derecognized in current period.

(12) Impairment testing of goodwill

Goodwill acquired through business combinations have been allocated to two
cash-generating units, which are also reportable operating segments, for
impairment testing as follows:

(a) Channel cash-generating unit
(b) Manufacturing cash-generating unit
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Carrying amount of goodwill allocated to each of the cash-generating units:
As at 31 December

2018 2017
Goodwill

- Channel unit 1 $627,251 $648,063
- Channel unit 2 70,550 70,550
- Manufacturing unit 82,386 82,243

Total $780,187 $800,856

Channel cash-generating unit

Channel cash-generating unit 1

The recoverable amount of the channel unit has been determined based on a
value in use calculation using cash flow projections from financial budgets
approved by management covering a five-year period. The projected cash
flows have been updated to reflect the change in demand for products and
services. The discount rate applied to cash flow projections was 11.1% as at 31
December 2018 (2017: 11%) and cash flows beyond the five-year period are
extrapolated using a 0% growth rate (2017: 0%) that is the same as the
long-term average growth rate for the electronics industry. As a result of this
analysis, management did not identify any impairment for goodwill of
$627,251 which is allocated to this cash-generating unit.

Channel cash-generating unit 2

The recoverable amount of the channel unit has been determined based on a
value in use calculation using cash flow projections from financial budgets
approved by management covering a five-year period. The projected cash
flows have been updated to reflect the change in demand for products and
services. The discount rate applied to cash flow projections was 12.1% as at 31
December 2018 (2017: 11.9%) and cash flows beyond the five-year period are
extrapolated using a 2% growth rate (2017: 2%) that does not exceed the
long-term average growth rate for the electronics industry. As a result of this
analysis, management did not identify any impairment for goodwill of $70,550
which is allocated to this cash-generating unit.
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Manufacturing cash-generating unit

The recoverable amount of the manufacturing unit has been determined based
on a value in use calculation using cash flow projections from financial
budgets approved by management covering a five-year period. The projected
cash flows have been updated to reflect the change in demand for products and
services. The discount rate applied to cash flow projections was 14.4% as at 31
December 2018 (2017: 14.5%) and cash flows beyond the five-year period are
extrapolated using a 0% growth rate (2017: 0%) that does not exceed the
long-term average growth rate for the electronics industry. As a result of this
analysis, management did not identify any impairment for goodwill of $82,386
which is allocated to this cash-generating unit.

Key assumptions used in value-in-use calculations

The calculation of value-in-use for both channel and manufacturing units are
most sensitive to the following assumptions:

(a) Gross margin
(b) Discount rates; and
(c) Growth rate used to extrapolate cash flows beyond the budget period.

Gross margins – Gross margins are based on average values achieved in the
one year preceding the start of the budget period. These exclude the possibility
of margin increase over the budget period for anticipated efficiency
improvements. The gross margins applied for the channel unit and the
manufacturing unit remained the same.

Discount rates – Discount rates reflect the current market assessment of the
risks specific to each cash generating unit (including the time value of money
and the risks specific to the asset for which the future cash flow estimates have
not been adjusted). The discount rate was estimated based on the weighted
average cost of capital (WACC) for the Group, taking into account the
particular situations of the Group and its operating segments. The WACC
includes both the cost of liabilities and cost of equities. The cost of equities is
derived from the expected returns of the Group’s investors on capital, where
the cost of liabilities is measured by the interest bearing loans that the Group
has obligation to settle. Specific risk relating to the operating segments is
accounted for by considering the individual beta factor which is evaluated
annually and based on publicly available market information.
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Growth rate estimates – Rates are based on industry average growth rates or
local industry research. For the reasons explained above, the long-term
average growth rates used to extrapolate the budget for the channel unit and
the manufacturing unit have been adjusted based on industry average growth
rates.

Sensitivity to changes in assumptions

With regard to the assessment of value-in-use of the channel unit and the
manufacturing unit, management believes that no reasonably possible change
in any of the above key assumptions would cause the carrying value of the unit
to materially exceed its recoverable amount.

The implications of the key assumptions for the recoverable amount are
discussed below:

Raw materials price inflation – Management didn’t consider the possibility of
raw material price inflation. Budgeted price inflation remains the same
because currently the international raw materials price movements are small.
Management believes there is no raw materials price deviating from the budget
for the years ended 31 December 2018 and 2017, and therefore no further
impairment may arise.

Growth rate assumptions – Management recognizes that the speed of
technological change and the possibility of new entrants can have a significant
impact on growth rate assumptions. The effect of new entrants is not expected
to have an adverse impact on the forecasts included in the budget. The
estimated long-term growth rate of channel unit 1, channel unit 2, and
manufacturing unit were 0%, 2%, 0%, and 0%, 2%, 0% for the years ended 31
December 2018 and 2017, respectively. Management deemed these growth
rates reasonable after considering the long-term growth rate and the economic
environment for the years ended 31 December 2018 and 2017. Therefore, no
further impairment may result.
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(13) Other non-current assets (including long-term prepaid rent)

As at 31 December
2018 2017

Long-term prepaid rent $64,084 $125,031
Other assets 116,268 147,736
Others 3,799 1,619
Total $184,151 $274,386

Long-term prepaid rent included land use rights in the amount of $64,084 and
$125,031 as at 31 December 2018, and 2017, respectively.

(14) Short-term loans
As at 31 December

2018 2017
Unsecured bank loans $998,000 $851,000
Secured bank loans 282,137 507,471
Total $1,280,137 $1,358,471
Interest Rates (%) 0.90%-3.00% 0.95%-2.75%

The Group’s unused short-term lines of credits amounted to $1,620,263 and
$1,325,599 as at 31 December 2018 and 2017, respectively.

Please refer to Note 8 for further details on secured loans.

(15) Financial liabilities at fair value through profit or loss – current

As at 31 December
2018 2017

Held for trading:
Derivatives not designated as hedging

Instruments
Forward foreign exchange contracts $375 $1,506

Financial liabilities at fair value through profit or loss were not pledged.

Please refer to Note 12(8) for more details on forward foreign exchange
contracts.
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(16) Other payables

As at 31 December

2018 2017
Accrued VAT payables $33,030 $36,094
Others 102,967 137,350

Total $135,997 $173,444

(17) Accrued expenses

As at 31 December
2018 2017

Accrued payroll and bonus $373,861 $422,247
Accrued sales discounts 288,004 232,346
Accrued freight 106,851 106,128
Others 387,910 336,491
Total $1,156,626 $1,097,212

(18) Long-term loans

Details of long-term loans as at 31 December 2018 and 2017 are as follows:

(a) As at 31 Dec. 2018

Lenders Type As at 31 Dec. 2018
Maturity date and terms of

repayment Guarantee
CTBC Bank
(Leading Bank of
Syndicated Loan)

Syndicated bank
loans

$1,000,000 2018/07-2023/07 Interest is paid
monthly; repayable annually
starting from 2 years after the
drawdown of the loan. The annual
payment of each year is 100
million, 200 million, 300 million,
and 400 million.

None

KGI Bank Credit 140,000 2018/10-2020/10 Interest is paid
monthly.

None

CTBC Bank Credit 100,000 2018/12-2020/12 Interest is paid
monthly.

None

Far Eastern International
Bank

Credit 100,000 2018/12-2020/12 Interest is paid
monthly.

None
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Lenders Type As at 31 Dec. 2018
Maturity date and terms of

repayment Guarantee
Chang Hwa Commercial
Bank

Secured loan 90,864 2014/03-2034/03 Interest is paid
monthly, with a grace period of 36
months. Payable monthly after the
grace period. Due within 204
payments.

Land and
buildings,

Time
deposits

O-Bank Credit 30,769 2014/11-2019/10 Interest is paid
monthly. With a grace period of 2
years. Payable quarterly after the
grace period

None

The Shanghai Commercial &
Savings Bank, Ltd.

Credit 25,000 2016/12-2019/12 Interest is paid
monthly. With a grace period of 1
year. Payable in principle 12.5
million half of a year after the grace
period.

None

Subtotal 1,486,633

Less: current portion (61,100)

Total $1,425,533

Interest rate 1.263%-1.797%

(b) As at 31 Dec. 2017

Lenders Type As at 31 Dec. 2017
Maturity date and terms of

repayment Guarantee
Yuanta Bank
(Leading Bank of Syndicated
Loan)

Syndicated bank
loans

$770,000 2014/06-2019/06 interest is paid
monthly; repayable annually
starting from 2 years after the
drawdown of the loan. The annual
payment of each year is 110
million, 220 million, 330 million,
and 440 million.

None

Yuanta Bank
(Leading Bank of Syndicated
Loan)

Syndicated bank
loans

250,000 2014/06-2019/06 Interest is paid
monthly.

None

KGI Bank Credit 140,000 2017/09-2019/09 Interest is paid
monthly.

None

CTBC Bank Credit 100,000 2016/12-2018/12 Interest is paid
monthly.

None

Far Eastern International
Bank

Credit 100,000 2017/12-2019/10 Interest is paid
monthly.

None
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Lenders Type As at 31 Dec. 2017
Maturity date and terms of

repayment Guarantee
Chang Hwa Commercial
Bank

Secured loan 96,115 2014/03-2034/03 Interest is paid
monthly, with a grace period of 36
months. Payable monthly after the
grace period. Due within 204
payments.

Land and
buildings

O-Bank Credit 61,538 2014/11-2019/10 Interest is paid
monthly. With a grace period of 2
years. Payable quarterly after the
grace period.

None

The Shanghai Commercial &
Savings Bank, Ltd.

Credit 50,000 2016/12-2019/12 Interest is paid
monthly. With a grace period of 1
year. Payable in principle 12.5
million half of a year after the grace
period.

None

Subtotal 1,567,653
Less: current portion (391,020)

Total $1,176,633

Interest rate 1.263%-1.647%

Please refer to Note 8 for further details on secured loans. Please refer to Note 9(3)
for further details on syndicated bank loans.

(19) Post-employment benefits

Defined contribution plan

The Company and its domestic subsidiaries adopt a defined contribution plan in
accordance with the Labor Pension Act of the R.O.C. Under the Labor Pension Act,
the Group will make monthly contributions of no less than 6% of the employees’
monthly wages to the employees’ individual pension accounts. The Group has made
monthly contributions of 6% of each individual employee’s salaries or wages to
employees’ pension accounts.

Subsidiaries located in the People’s Republic of China will contribute social welfare
benefits based on a certain percentage of employees’ salaries or wages to the
employees’ individual pension accounts.
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Pension benefits for employees of overseas subsidiaries and branches are provided
in accordance with the local regulations.

Expenses under the defined contribution plan for the years ended 31 December 2018
and 2017 were $190,706 and $166,605 respectively.

Defined benefits plan

The Company and its domestic subsidiaries adopt a defined benefit plan in
accordance with the Labor Standards Act of the R.O.C. The pension benefits are
disbursed based on the units of service years and the average salaries in the last
month of the service year. Two units per year are awarded for the first 15 years of
services while one unit per year is awarded after the completion of the 15th year.
The total units shall not exceed 45 units. Under the Labor Standards Act, the
Company and its domestic subsidiaries contribute an amount equivalent to 2% of
the employees’ total salaries and wages on a monthly basis to the pension fund
deposited at the Bank of Taiwan in the name of the administered pension fund
committee. Before the end of each year, the Company and its domestic subsidiaries
assess the balance in the designated labor pension fund. If the amount is inadequate
to pay pensions calculated for workers retiring in the same year, the Company and
its domestic subsidiaries will make up the difference in one appropriation before the
end of March the following year.

The Ministry of Labor is in charge of establishing and implementing the fund
utilization plan in accordance with the Regulations for Revenues, Expenditures,
Safeguard and Utilization of the Labor Retirement Fund. The pension fund is
managed by the in-house managers or under discretionary accounts, based on a
passive-aggressive investment strategy for long-term profitability. The Ministry of
Labor establishes checks and risk management mechanism based on the assessment
of risk factors including market risk, credit risk and liquidity risk, in order to
maintain adequate manager flexibility to achieve targeted return without
over-exposure of risk. With regard to utilization of the pension fund, the minimum
earnings in the annual distributions on the final financial statement shall not be less
than the earnings attainable from the amounts accrued from two-year time deposits
with the interest rates offered by local banks. Treasury Funds can be used to cover
the deficits after the approval of the competent authority. As the Company does not
participate in the operation and management of the pension fund, no disclosure on
the fair value of the plan assets categorized in different classes could be made in
accordance with paragraph 142 of IAS 19. The Group expects to contribute $20,824
to its defined benefit plan in the next year starting from 31 December 2018.
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The average duration of the defined benefits plan obligation as at 31 December

2018 and 2017, were 21.1 years and 22.2 years.

Pension costs recognized in profit or loss for the years ended 31 December 2018

and 2017:

For the years ended

31 December

2018 2017

Current period service costs $4,259 $(887)

Interest income or expense 10,093 18,586

Prior period service costs 9,175 -

Total $23,527 $17,699

Changes in the defined benefit obligation and fair value of plan assets are as

follows:

As at

31 December

2018

31 December

2017

1 January

2017

Defined benefit obligation $1,167,359 $1,403,916 $1,391,642

Plan assets at fair value (1,009,006) (1,153,776) (1,065,853)

Defined benefit obligation $158,353 $250,140 $325,789

Other non-current liabilities - (3,188) (45,310)

Other non-current liabilities - the Group

expects to contribute in the coming year

(20,824) (28,563) (27,229)

Other non-current liabilities - defined benefit

obligation $137,529 $218,389 $253,250
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Reconciliation of liability (asset) of the defined benefit plan is as follows:

As at
Defined
benefit

obligation
Fair value of
plan assets

Benefit
liability
(asset)

As at 1 January 2017 $1,391,642 $(1,065,853) $325,789
Current period service costs (887) - (887)
Net interest expense (income) 34,742 (16,156) 18,586
Subtotal $1,425,497 $(1,082,009) $343,488
Remeasurements of the net defined benefit
liability (asset):

Actuarial gains and losses arising from
changes in demographic assumptions 124 - 124

Actuarial gains and losses arising from
changes in financial assumptions 20,048 - 20,048

Experience adjustments (1,881) (74,411) (76,292)
  Subtotal $18,291 $(74,411) $(56,120)
Payments from the plan (47,925) 47,925 -
Contributions by employer - (73,955) (73,955)
Effect of changes in foreign exchange rates 8,053 28,674 36,727
As at 31 December 2017 $1,403,916 $(1,153,776) $250,140
Current period service costs 4,259 - 4,259
Net interest expense (income) 31,354 (21,261) 10,093
Past service cost 9,175 - 9,175
Subtotal $1,448,704 $(1,175,037) $273,667
Remeasurements of the net defined benefit
liability (asset):

Actuarial gains and losses arising from
changes in demographic assumptions (6,399) - (6,399)

Actuarial gains and losses arising from
changes in financial assumptions (84,423) - (84,423)

Experience adjustments (14,971) - (14,971)
Remeasurements of the net defined
benefit asset - 62,359 62,359

  Subtotal $(105,793) $62,359 $(43,434)
Payments from the plan (142,879) 142,879 -
Contributions by employee 428 (428) -
Contributions by employer - (67,921) (67,921)
Effect of changes in foreign exchange rates (33,101) 29,142 (3,959)

As at 31 December 2018 $1,167,359 $(1,009,006) $158,353
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The following significant actuarial assumptions are used to determine the present
value of the defined benefit obligation:

As at 31 December
2018 2017

Discount rate 1.05%-4.25% 1.39%-4.25%
Expected rate of salary increases 0.00%-3.00% 0.00%-3.00%

A sensitivity analysis for significant assumption as at 31 December 2018 and 2017
is, as shown below:

Effect on the defined benefit obligation
2018 2017

Increase
defined
benefit

obligation

Decrease
defined
benefit

obligation

Increase
defined
benefit

obligation

Decrease
defined
benefit

obligation
Discount rate increase by 0.5% - 7,378 - 10,228
Discount rate decrease by 0.5% 8,821 - 11,182 -
Future salary increase by 0.5% 8,668 - 10,765 -
Future salary decrease by 0.5% - 7,331 - 10,121

The sensitivity analyses above are based on a change in a significant
assumption (for example: change in discount rate or future salary), keeping all
other assumptions constant. The sensitivity analyses may not be representative
of an actual change in the defined benefit obligation as it is unlikely that
changes in assumptions would occur in isolation of one another.

There was no change in the methods and assumptions used in preparing the
sensitivity analyses compared to the previous period.

(20) Equities

(a) Common stock

As at 31 December 2016, the Company’s authorized capital was
$6,000,000, divided into 600,000,000 shares with par value of NT$10
each. The issued and outstanding capital stocks were $3,553,042, divided
into 355,304,224 shares. Each share has one voting right and a right to
receive dividends.
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A summary of the employee stock options and the bondholders’ exercising
conversions for the year ended 31 December 2017, is as follows:

Employee stock
option certificates

Convertible
Bonds

Shares conversion
First quarter - shares - shares
Second quarter - shares 7,433,093 shares
Third quarter - shares 5,666,645 shares
Fourth quarter 2,502,000 shares 20,000 shares
Total 2,502,000 shares 13,119,738 shares

A summary of the employee stock options and the bondholders’ exercising
conversions for the year ended 31 December 2018, is as follows:

Employee stock
option certificates

Shares conversion
First quarter 185,000 shares
Second quarter 20,000 shares
Third quarter 349,000 shares
Fourth quarter 265,000 shares
Total 819,000 shares

The Company issued employee share option in 2015. As at 31 December
2017, Employees converted their options into 2,502,000 shares at NT$13.7
per share. 1,967,000 shares have completed the registration process while
535,000 shares have not and were booked as collection in advance in the
amount of $7,329.

The Company issued employee share option in 2015. As at 31 December
2018, employees had converted their options into 2,707,000 shares at
NT$13.7 per share, and 614,000 shares at NT$12.7 per share. 3,271,000
shares have completed the registration process while 50,000 shares have
not and were booked as collection in advance in the amount of $635.
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The Company resolved at its board of directors meeting held on 3 March
2017 to retire 3,535,000 shares of treasury stock. The record date of capital
decrease was 10 March 2017. The abovementioned transaction was
approved by the competent authority on 22 March 2017.

As at 31 December 2018, the Company’s authorized capital was
$6,000,000, divided into 600,000,000 shares with par value of NT$10
each. The issued and outstanding capital stocks were $3,681,600, divided
into 368,159,962 shares. Each share has one voting right and a right to
receive dividends.

(b) Capital surplus
As at 31 December

2018 2017

Additional paid-in capital $984,616 $980,356
Share of changes in net assets of

associates and joint ventures
accounted for using the equity
method

9,127 8,935

Premium from merger 1,895 1,895
Share-based payment transactions 32,381 31,573
Restricted stocks for employees 4,000 4,000
Total $1,032,019 $1,026,759

According to the Company Act, the capital reserve shall not be used
except for making good the deficit of the company. When a company
incurs no loss, it may distribute the capital reserves related to the income
derived from the issuance of new shares at a premium or income from
endowments received by the company. The distribution could be made in
cash or in the form of dividend shares to its shareholders in proportion to
the number of shares being held by each of them.
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(c) Treasury stock

Buying back to write off the
stock (in thousand shares)

Total (in thousand
dollars)

1 Jan 2017 2,917 $44,868
Increase 618 10,326
Decrease (3,535) (55,194)
31 Dec. 2017 - $-
Increase 12,000 186,207
Decrease - -
31 Dec. 2018 12,000 $186,207

According to Securities and Exchange Act, the treasury stock held by the
Company cannot be pledged, and has no voting right nor right to receive
dividends.

(d) Retained earnings and dividend policies

According to the Company’s Articles of Incorporation, current year’s
earnings, if any, shall be distributed in the following order:

A. Payment of all taxes and dues
B. Offset prior years’ operation losses
C. Set aside 10% of the remaining amount after deducting items (a) and (b)

as legal reserve
D. Set aside or reverse special reserve in accordance with law and

regulations
E. The distribution of the remaining portion, if any, will be recommended

by the board of directors and resolved in the shareholders’ meeting

The policy of dividend distribution should reflect factors such as the
current and future investment environment, fund requirements, domestic
and international competition and capital budgets; as well as the interest of
the shareholders, share bonus equilibrium and long-term financial planning
etc.  The board of directors shall make the distribution proposal annually
and present it at the shareholders’ meeting. The Company’s Articles of
Incorporation further provide that no more than 90% of the dividends to
shareholders, if any, could be paid in the form of share dividends.
Accordingly, at least 10% of the dividends must be paid in the form of
cash.
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According to the Company Act, the Company needs to set aside amount to
legal reserve unless where such legal reserve amounts to the total
authorized capital. The legal reserve can be used to make good the deficit
of the Company. When the Company incurs no loss, it may distribute the
portion of legal serve which exceeds 25% of the paid-in capital by issuing
new shares or by cash in proportion to the number of shares being held by
each of the shareholders.

On a public company's first-time adoption of the TIFRS, for any
unrealized revaluation gains and cumulative translation adjustments
(gains) recorded to shareholders’ equity that the company elects to
transfer to retained earnings by application of the exemption under IFRS
1, the company shall set aside an equal amount of special reserve.
Following a company’s adoption of the TIFRS for the preparation of its
financial reports, when distributing distributable earnings, it shall set aside
to special reserve, from the profit/loss of the current period and the
undistributed earnings from the previous period, an amount equal to
“other net deductions from shareholders’ equity for the current fiscal year,
provided that if the company has already set aside special reserve
according to the requirements in the preceding point, it shall set aside
supplemental special reserve based on the difference between the amount
already set aside and other net deductions from shareholders’ equity. For
any subsequent reversal of other net deductions from shareholders’ equity,
the amount reversed may be distributed.

The Company did not have any special reserve due from first-time
adoption of the TIFRS.

Details of the 2017 and 2016 earnings distribution and dividends per share
as resolved by the shareholders’ meeting on 25 May 2018 and 26 May
2017, respectively, are as follows:

Appropriation of earnings Dividend per share (NT$)
2017 2016 2017 2016

Legal reserve $69,834 $-
Special reserve 184,619 285,914
Common stock -cash dividend 549,774 350,769 $1.50 $1.00

Please refer to Note 6(25) for further details on employees’ compensation
and remuneration to directors and supervisors.
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(e) Unearned employee salary

Restricted stocks for employees issuance as approved and resolved by the
shareholder’s meeting. Please refer to Note 6 (21) for details.

 2018  2017
Beginning balance $(8,167) $(12,833)
Recognized shared-based payment expense 4,667 4,666
Ending balance $(3,500) $(8,167)

(f) Non-controlling interests

For the years ended
 31 December

2018 2017
Beginning balance $75,587 $81,935
Net income (loss) attributable to non-controlling

interests
696 8,387

Other comprehensive income, attributable to
non-controlling interests, net of tax:
Exchange differences resulting from translating the

financial statements of a foreign operation
255 48

Remeasurements of defined benefit plans 647 238
Subsidiary disposal by equity method - (15,021)

Ending balance $77,185 $75,587

(21) Share-based payment plans

(a) On 2 October 2015, the Company was authorized by the Financial
Supervisory Commission Republic of China (Taiwan), Executive Yuan, to
issue non-compensatory employee share options with a total number of
10,500 units. Each unit entitles an optionee to subscribe for 1,000 shares of
the Company’s common shares. Settlement upon the exercise of the
options will be made through the issuance of new shares. The exercise
price of the option was set at the closing price of the Company’s common
share on the grant date. The optionee may exercise the options in
accordance with certain schedules as prescribed by the plan. The
contractual term of each option granted is five years. If there are changes
in the common shares of the Company, the exercise price of share options
will be recalculated and adjusted in proportion to the number of shares
being held by each of the optionee.
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a. For the 1,800 units firstly issued, the optionee may exercise 50% of the
options starting two years and three years from the grant date. The
contractual term of each option granted is five years. If there are
changes in the common shares of the Company, the exercise price of
share options will be recalculated and adjusted in proportion to the
number of shares being held by each of the optionee.

b. For the 8,700 units secondly issued, the optionee may exercise 100% of
the options starting two years from the grant date. The contractual term
of each option granted is five years. If there are changes in the common
shares of the Company, the exercise price of share options will be
recalculated and adjusted in proportion to the number of shares being
held by each of the optionee.

As at 31 December 2018, the Company has not cancelled or modified
the share-based payment plan proposed for employees. The relevant
details of the aforementioned share-based payment plan are as follows:

Date of grant

Total number of share
options granted

(unit)

Total number of
share options
outstanding

(unit)

Shares to be
subscribed

(unit)

Exercise price of
share options

(NT$)

29 Oct 2015 10,500 4,534 4,534 12.70

c. The following table contains further details on the aforementioned
share-based payment plan:

As at 31 December

2018 2017

Number of share

options

outstanding

(unit)

Weighted

average exercise

price of share

options (NT$)

Number of share

options

outstanding

(unit)

Weighted

average exercise

price of share

options (NT$)

Outstanding at beginning of period 5,753 $13.70 8,540 $14.40

Converted (819) 12.95 (2,502) 13.70

Forfeited (400) 12.70 (285) 13.70

Outstanding at end of period 4,534 $12.70 5,753 $13.70

Weighted average fair value of share

options (NT$) $3.9�4.3 $3.9; 4.3

- 236 -



GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

90

d. The following table contains further details on the aforementioned
share-based payment plan as at 31 December 2018:

Share options outstanding Share options exercisable

Share options

Range of
exercise

price
(NT$)

Number
(unit)

Maturity
date

Weighted
average

remaining
contractual life

(Years)

Weighted
average

exercise price
of share

options (NT$)
Number

(unit)

Weighted
average

exercise price
of share

options (NT$)
2015/10/29 Share
options plan- 1,800 units
firstly issued

$12.70 1,350 2020/10/28 1.83 $12.70 1,350 $12.70

2015/10/29 Share
options plan -8,700 units
secondly issued

$12.70 3,184 2020/10/28 1.83 $12.70 3,184 $12.70

Note: If there are changes in the common shares of the Company (such as capital increase by
cash or capitalization of retained earnings), the exercise price of share options will be
adjusted according to the employee share options plan.

The compensation cost is accounted for under the fair value method. The
fair value of the share options is estimated at the grant date using a
Black-Scholes model, taking into account the terms and conditions upon
which the share options were granted. The Company recognized
compensation expense of $808 and $12,602 in 2018 and 2017. The
following table lists the inputs to the model used for the plan:

For the 1,800 units first issued:
Share-based payment plan

Dividend yield (%) 0%
Expected volatility (%) 33.42%; 33.99%
Risk-free interest rate (%) 0.6227%; 0.6769%
Expected option life (Years) 3.5 years; 4 years

For the 8,700 units secondly issued:
Share-based payment plan

Dividend yield (%) 0%
Expected volatility (%) 33.42%
Risk-free interest rate (%) 0.6227%
Expected option life (Years) 3.5 years

(b) The Company issued restricted stocks for employees in the amount of
$10,000, up to 1,000,000 shares in total. The Company will issue these
shares at one time within one year following shareholder’s meeting.
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a. The vesting condition of restricted stocks for employees is as follows:

i. Employees must remain in service for 3 years or more after being
vested

ii. Performance period is from 2016 to 2018
iii. Employees could be vested 50% of the shares when the average

return on equity is more than 8% in performance period; 100%,
when average return on equity is more than 10% in performance
period.

b. The restricted rights before being vested shares are as follows:

i. Employees may not sell, pledge (as collateral or security), assign,
give away, or in any other manner dispose of the restricted stocks.

ii. The restricted stocks are not entitled to receive cash or stock
dividends, cash or stocks from capital reserves and participate in
cash capital increase.

iii. Employees are not entitled to attend shareholders’ meetings,
propose, speak, vote and engage in any other matters related to
shareholders’ rights and interests.

If employees do not meet the vesting condition, the Company will
withdraw the shares without compensation and then cancel them.

The price of the restricted stock for employees at grant date was NT$14
per share. The record date of capital increase was 6 October 2016. The
Company will issue restricted stocks and grant to employees 1,000,000
shares, each at par value of NT$10 totaling $10,000.

(22) Operating revenue

For the years ended 31 December

2018(Note) 2017

Revenue from contracts with
customers

Sale of goods $17,879,120 $17,910,124
Total $17,879,120 $17,910,124
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Note: The Group adopted IFRS 15 on 1 January 2018. The Group elected to
apply the standard retrospectively by recognizing the cumulative effect of
initially applying the standard at the date of initial application (1 January
2018).

The Group adopted IFRS 15 on 1 January 2018. Analysis of revenue from
contracts with customers during the year ended 31 December 2018 is as
follows:

(a) Disaggregation of revenue

2018.1.1~2018.12.31

Taiwan

Segment

China

Segment

America

Segment

Europe

Segment Total

Sale of goods $6,391,537 $235,668 $5,436,378 $5,815,537 $17,879,120

Total $6,391,537 $235,668 $5,436,378 $5,815,537 $17,879,120

Timing of revenue

recognition

At a point in time $5,689,031 $235,668 $5,436,378 $5,815,537 $17,176,614
Over time 702,506 - - - 702,506

Total $6,391,537 $235,668 $5,436,378 $5,815,537 $17,879,120

(b) Contract balances

Contract liabilities - current
Beginning

balance
Ending
balance Difference

Sales of goods $266,926 $276,008 $9,082
Total $266,926 $276,008 $9,082

For the year ended 31 December 2018, contract liabilities increased as the
new performance obligation was not yet satisfied.
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(23) Expected credit losses/ (gains)

For the years ended 31 December
2018 2017(Note)

Operating expenses – Expected
credit losses/(gains)
Notes receivables $-
Accounts receivables 10,486

Total $10,486

Note: The Group adopted IFRS 9 on 1 January 2018. The Group elected not to restate
prior periods in accordance with the transition provision in IFRS 9.

Please refer to Note 12 for more details on credit risk.

The Group measures the loss allowance of its trade receivables (including note
receivables and trade receivables) at an amount equal to lifetime expected
credit losses. The assessment of the Group’s loss allowance as at 31 December
2018 is as follows:

The Group considers the grouping of trade receivables by counterparties’
credit rating, by geographical region and by industry sector and its loss
allowance is measured by using a provision matrix, details are as follows:

Not yet due Overdue
(note) 1-90 days 90-180 days 181-365 days Upon 366 days Total

Gross carrying
amount $2,289,342 $304,355 $34,213 $16,441 $13,281 $2,657,632

Loss ratio 0.45% 3.27% 0.54% 15.29% 100%
Lifetime
Expected credit
losses

(10,400) (9,946) (186) (2,514) (13,281) (36,327)

Carrying amount $2,278,942 $294,409 $34,027 $13,927 $- $2,621,305

Note: The Group’s note receivables are not overdue.
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The movement in the provision for impairment of note receivables and trade
receivables during the year ended 31 December 2018 is as follows:

Note receivables Trade receivables
Beginning balance (in accordance with IAS 39) $- $35,890
Transition adjustment to retained earnings - -
Beginning balance (in accordance with IFRS 9) - 35,890
Addition/(reversal) for the current period - 10,486
Write off - (9,839)
Exchange differences - (210)
Ending balance $- $36,327

(24) Operating leases

(a) Operating lease commitments – Group as lessee

The Group has entered into commercial leases on certain offices and
warehouses. These leases have an average life of three to five years with
no renewal option included in the contracts. There are no restrictions
placed upon the Group by entering into these leases.

Future minimum rentals payable under non-cancellable operating leases as
at 31 December 2018 and 2017 are as follows:

As at 31 December
2018 2017

Not later than one year $329,273 $172,021
Later than one year and not later than

five years
887,104 408,639

Later than five years 680,811 149,952
Total $1,897,188 $730,612

Operating lease expenses recognized are as follows:
2018 2017

Minimum lease payments $182,886 $166,315
Total $182,886 $166,315
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(25) Summary statement of employee benefits, depreciation and amortization expenses
by function for the years ended 31 December 2018 and 2017:

Function

Nature

2018 2017
Operating

costs
Operating
expenses Total

Operating
costs

Operating
expenses Total

Employee benefits expense
Salaries $1,144,584 $1,609,595 $2,754,179 $1,012,169 $1,567,515 $2,579,684
Labor and health insurance 22,542 127,945 150,487 17,290 125,440 142,730
Pension 134,936 79,297 214,233 125,164 59,140 184,304
Other employee benefits expense 7,278 24,905 32,183 6,234 20,626 26,860

Depreciation 167,267 89,719 256,986 144,114 97,377 241,491
Amortization 1,911 20,234 22,145 1,888 47,533 49,421

According to the Company’s Articles of Incorporation, when there is profit in
current year, the Company shall set no less than 2% as employees’
compensation and no higher than 2% as directors’ remuneration. However,
profit should be used to offset against any accumulated deficit prior to the
aforementioned compensation and remuneration. The Company may, by a
resolution adopted by a majority vote at a meeting of board of directors
attended by two-thirds of the total number of directors, have the profit
distributable as employees’ compensation in the form of shares or cash. Such
distribution shall be reported at the shareholders’ meeting. Information on the
board of directors’ resolution regarding the employees’ compensation and
directors’ remuneration can be obtained from the “Market Observation Post
System” on the website of the TWSE.

Based on profit of the year ended 31 December 2018, the Company estimated
the amounts of the employees’ compensation and remuneration to directors
and supervisors for the year ended 31 December 2018 to be 3.2% and 0.57%
of profit of the current year, respectively, recognized as salary expense. As
such, employees’ compensation and remuneration to directors and supervisors
for the year ended 31 December 2018 amount to $22,925 and $4,045,
respectively. The Company estimated the amounts of the employees’
compensation and remuneration to directors and supervisors for the year ended
31 December 2017 to be 3.75% and 0.94% of profit of the current year,
respectively. The employees’ compensation and remuneration to directors and
supervisors for the year ended 31 December 2017 amount to $25,269 and $
6,317, respectively, recognized as salary expense.
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A resolution was passed at a board meeting held on 11 March 2019 to distribute
$23,973 and $4,505 in cash as 2018 employees’ compensation and
remuneration to directors and supervisors, respectively. The difference of
$1,508 between the actual employee bonuses and the estimated amount of
$26,970 was recognized as an adjustment to current income in 2019.

A resolution was passed at a board meeting held on 27 February 2018 to
distribute $26,500 and $5,007 in cash as 2017 employees’ compensation and
remuneration to directors and supervisors, respectively. No material differences
exist between the estimated amount and the actual distribution of the employee
compensation and remuneration to directors and supervisors for the year ended
December 31, 2017.

(26) Non-operating income and expenses

(a) Other income

For the years ended 31 December
2018 2017

Interest income (Note) $59,435
Financial assets measured
at amortized cost $71,447 (Note)

Others 77,904 61,184
Total $149,351 $120,619

Note: The Group adopted IFRS 9 on 1 January 2018. The Group elected
not to restate prior periods in accordance with the transition provision in
IFRS 9.

(b) Other gains and losses
For the years ended 31 December

2018 2017
Losses on disposal of property, plant and

equipment
$(2,012) $(695)

Gains on disposal of investment 48,516 45,070
Foreign exchange gains (losses), net 89,566 (117,942)
Gains on financial assets at fair value

through profit or loss (Note 1)
48,597 44,790

Losses on financial liabilities at fair
value through profit or loss (Note 2)

(36,493) (4,267)

Others (Note 3) (71,138) (24,327)
Total $77,036 $(57,371)
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Note:
1.Balance in current period arose from financial assets mandatorily measured

at fair value through profit or loss and balance in prior period arose from
held for trading investment.

2.Balances in both periods arose from held for trading investment.
3.PJH Group Limited, a subsidiary of the Company, had a fire incident in

one of the leased warehouses on 15 November 2018. The warehouse and
inventory in the premises were fully insured. Upon settling the insurance
claims, the net income as a result of claim settlement less casualty losses
was $5,868, and PJH Group Limited incurred no significant property loss.

(c) Finance costs
For the years ended 31 December

2018 2017
Interest on loans from bank $48,560 $50,473
Interest on bonds payable - 1,477
Total $48,560 $51,950

(27) Components of other comprehensive income

For the year ended 31 December 2018:

Arising during the

period

Reclassification

adjustments
during the

period

Other

comprehensive
income,

before tax

Income tax

effect

Other

comprehensive
income,

net of tax

Not to be reclassified to profit or loss

in subsequent periods:
Remeasurements of defined benefit

plans $43,434 $- $43,434 $(6,979) $36,455
To be reclassified to profit or loss in

subsequent periods:
Exchange differences resulting from

translating the financial statements
of a foreign operation (59,535) - (59,535) - (59,535)

Share of other comprehensive
income of associates and joint

ventures accounted for using the
equity method (551) - (551) - (551)

Total of other comprehensive income $(16,652) $- $(16,652) $(6,979) $(23,631)
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 For the year ended 31 December 2017:

Arising during the

period

Reclassification

adjustments

during the

period

Other

comprehensive

income,

before tax

Income tax

effect

Other

comprehensive

income,

net of tax

Not to be reclassified to profit or loss

in subsequent periods:

Remeasurements of defined benefit

plans $56,120 $- $56,120 $(9,540) $46,580

To be reclassified to profit or loss in

subsequent periods:

Exchange differences resulting from

translating the financial statements

of a foreign operation (188,977) - (188,977) - (188,977)

Share of other comprehensive

income of associates and joint

ventures accounted for using the

equity method (260) - (260) - (260)

Total of other comprehensive income $(133,117) $- $(133,117) $(9,540) $(142,657)

(28) Income tax

Based on the amendments to the Income Tax Act announced on 7 February

2018, the Company’s applicable corporate income tax rate for the year ended

31 December 2018 has changed from 17% to 20%. The corporate income

surtax on undistributed retained earnings has changed from 10% to 5%.
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The major components of income tax expense (income) are as follows:

(a)Income tax expense recognized in profit or loss

For the years ended 31 December
2018 2017

Current income tax expense:
Current income tax charge $121,476 $167,552
Adjustments in respect of current income tax of
prior periods

20,000 -

Deferred tax expense (income):
Deferred tax expense (income) relating to

origination and reversal of temporary differences
46,387 93,787

Deferred tax expense (income) relating to changes
in tax rate or the imposition of new taxes

(7,755) 23,837

Deferred tax expense (income) relating to
origination and reversal of tax loss and tax credit

4,368 (4,348)

Total income tax expense $184,476 $280,828

(b) Income tax relating to components of other comprehensive income

For the years ended 31 December
2018 2017

Deferred tax expense (income):
Remeasurements of defined benefit plans $6,979 $9,540

Income tax relating to components of other
comprehensive income

$6,979 $9,540

(c) Reconciliation between tax expense and the product of accounting profit
multiplied by applicable tax rate is as follows:

For the years ended 31
December

2018 2017
Accounting profit before tax from continuing operations $803,392 $987,557
Tax at the domestic rates applicable to profits in the country concerned $156,558 $156,398
Tax effect of expenses not deductible for tax purposes 25,190 11,154
Tax effect of deferred tax assets/liabilities

Deferred tax effect of tax rate change (7,755) 23,837
Tax effect and its reversal of temporary difference (9,517) 89,439
Adjustments in respect of current income tax of prior periods 20,000 -

Total income tax expenses recorded in profit or loss $184,476 $280,828
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(d) Deferred tax assets (liabilities) relate to the following:

(a) For the year ended 31 December 2018:

Items

Beginning

balance as at

 1 January

Recognized in

profit or loss

Recognized in

other

comprehensive

income

Exchange

differences

Ending

balance as at

31 December

Temporary difference

Allowance to reduce inventories to market

value

$55,188 $(1,402) $- $(1,662) $58,252

Non-current liability – Defined benefit

Liability

55,487 5,112 6,979 (1,067) 44,463

Unused tax losses 5,589 4,368 - (48) 1,269

Unrealized intragroup profits and losses 77,304 (9,517) - - 86,821

Accrued expense 16,378 18,412 - (26) (2,008)

Allowance for sales discounts 34,460 9,436 - (5,154) 30,178

Bad debt loss 7,879 (595) - (211) 8,685

Unrealized impairment loss (136) (75) - (2) (59)

Unrealized exchange gain or loss 4,250 15,178 - (749) (10,179)

Revaluations of financial liabilities at fair

value through profit or loss

30 35 - (5) -

Revaluations of financial assets at fair value

through profit or loss

(501) 1,345 - 88 (1,934)

Depreciation (18,926) 703 - 801 (20,430)

Deferred tax expense/ (income) $43,000 $6,979 $(8,035)

Net deferred tax assets/ (liabilities) $237,002 $195,058

Reflected in balance sheet as follows:

Deferred tax assets $260,459 $232,286

Deferred tax liabilities $(23,457) $(37,228)
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(b) For the year ended 31 December 2017:

Items

Beginning

balance as at

 1 January

Recognized in

profit or loss

Recognized in

other

comprehensive

income

Exchange

differences

Ending

balance as at

31 December

Temporary difference

Allowance to reduce inventories to market

value

$85,501 $33,136 $- $(2,823) $55,188

Non-current liability – Defined benefit

Liability

50,251 17,757 9,540 (32,533) 55,487

Unused tax losses 1,235 (4,348) - (6) 5,589

Unrealized intragroup profits and losses 153,151 75,847 - - 77,304

Accrued expense 19,004 2,430 - 196 16,378

Allowance for sales discounts 28,827 (319) - (5,314) 34,460

Bad debt loss 15,191 7,493 - (181) 7,879

Unrealized impairment loss (273) (135) - (2) (136)

Unrealized exchange gain or loss (5,669) (9,908) - (11) 4,250

Revaluations of financial liabilities at fair

value through profit or loss

9 (21) - - 30

Revaluations of financial assets at fair value

through profit or loss

(47) 453 - 1 (501)

Depreciation (30,793) (9,109) - (2,758) (18,926)

Deferred tax expense/ (income) $113,276 $9,540 $(43,431)

Net deferred tax assets/ (liabilities) $316,387 $237,002

Reflected in balance sheet as follows:

Deferred tax assets $358,516 $260,459

Deferred tax liabilities $(42,129) $(23,457)

(c) Unrecognized deferred tax assets

As at 31 December 2018 and 2017, deferred tax assets that have not
been recognized amount to $357,168 and $321,660 respectively.
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(e) Unrecognized deferred tax liabilities relating to the investment in
subsidiaries

The Group did not recognize any deferred tax liability for taxes that would
be payable on the unremitted earnings of the Group’s overseas
subsidiaries, as the Group has determined that undistributed profits of its
subsidiaries will not be distributed in the foreseeable future. As at 31
December 2018 and 2017, the taxable temporary differences associated
with investment in subsidiaries, for which deferred tax liabilities have not
been recognized, aggregate to $3,794,066 and $3,304,439, respectively.

(f) The unutilized accumulated losses for the Group were as follows:

Balance of unused investment
tax credits as at

Occurrence
Year

Accumulated
losses

31 December
2018

31 December
2017

Expiration
Year

2011 6,298 5,437 5,437 2021
2012 3,607 3,607 3,607 2022
2013 4,337 4,337 4,337 2023
2014 - - - 2024
2015 5,153 5,153 5,153 2025
2016 6,230 6,230 6,230 2026
2017 4,848 4,848 4,848 2027

(g) The assessment of income tax returns

As at 31 December 2018, the assessment of the income tax returns of the
Company is as follows:

The assessment of income tax returns
Globe Union Industrial Corp. Assessed and approved up to 2014 and 2016
Subsidiary - Home Boutique International
Co., Ltd. Assessed and approved up to 2016

Subsidiary - YI SHEH CO., LTD. Assessed and approved up to 2016
Subsidiary - Home Boutique Co., Ltd. Assessed and approved up to 2016

As at 31 December 2018, all foreign subsidiaries governed by foreign tax
authorities have filed income tax returns up to 2017.
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(29) Earnings per share
For the years ended 31 December

2018 2017
(a) Basic earnings per share

Profit attributable to ordinary equity holders of
the Company (in thousands of NT$) $618,220 $698,342

Weighted average number of ordinary shares
outstanding for basic earnings per share (in
thousands) 365,195 352,698

Basic earnings per share (NT$) $1.69 $1.98

(b) Diluted earnings per share
Profit attributable to ordinary equity holders of

the Company (in thousands of NT$) $618,220 $698,342
Interest expense from convertible bonds (in

thousand NT$) - 1,226
Profit attributable to ordinary equity holders of

the Company after dilution (in thousand
NT$) $618,220 $699,568

Weighted average number of ordinary shares
outstanding for basic earnings per share (in
thousands)

365,195 352,698

Employee compensation�stock (in thousands) 1,398 1,143
Employee stock options (in thousands) 1,628 743
Convertible bonds (in thousands) - 11,238
Restricted stock for employees (in thousands) 806 589
Weighted average number of ordinary shares

outstanding after dilution (in thousands) 369,027 366,411

Diluted earnings per share (NT$) $1.68 $1.91

There have been no other transactions involving ordinary shares or potential
ordinary shares between the reporting date and the date the financial
statements were authorized for issue.
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(30) Disposal of subsidiary

The group’s subsidiary: Globe Union Industrial (B.V.I.) Corp. sold Qingdao
Lin Hong Precision Industrial Corp. to DeHeng Building Technology Co., Ltd.
in June 2017, so the group lost control of Qingdao Lin Hong Precision
Industrial Corp.

(1) The analysis for assets and liabilities of the entity no longer in control

Disposal of Qingdao
Lin Hong Precision
Industrial Corp.

Current assets
VAT Paid $7,351

Non-current assets
Property, plant, and equipment 122,324
Long-term prepaid rent

(land use rights)
52,775

Current liability
Accrued expenses (1,822)

Non-current liability
Other non-current liability (26,754)

Exchange difference 8,991
Disposal of net assets $162,865

(2) Gain on disposal of investments
2017.1.1~

2017.12.31
Disposal consideration $179,160
Transaction costs (5,375)
Disposal of net assets (162,865)
Gain on disposal $10,920

The Group’s subsidiary: Globe Union (Canada) Inc. sold Aquanar Inc. to
Novex Design & Technologies Inc., Ltd. in October 2017, so the group lost
control of Aquanar Inc.
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(1) The analysis for assets and liabilities of the entity no longer in control

Disposal of
Aquannar Inc.

Current assets
Cash $5,059
Account receivable 3,981

Non-current assets
Property, plant, and equipment 10,140

Current liability
Account payable (981)
Accrued expenses (1,473)
Tax payable (143)

Minority stock right (6,633)
Exchange difference 2,647
Disposal of net assets $12,597

(2) Loss on disposal of investments
2017.1.1~
2017.12.31

Disposal consideration $2,330
Disposal of net assets (12,597)
Loss on disposal $(10,267)

The consideration from disposing of a subsidiary was $1,165, which was
recorded as other receivables as at 31 December 2017.

The group’s subsidiary: Great Hope Management Consulting Inc. and Globe
Union Industrial (B.V.I.) Corp sold HBS CO., LTD. to Radiant Sky Ltd. in
December 2017, so the group lost control of HBS CO., LTD.

- 252 -



GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

106

(1) The analysis for assets and liabilities of the entity no longer in control

Disposal of
HBS CO., LTD

Current assets
Cash $3,929
Account receivable (24,920)
Other account receivable 1,094
Inventory 20,194
Prepaid account (119)
Other current asset 508

Non-current assets
Deposit-out assurance 1,573
Other asset 19,357

Current liability
Account payable (8,750)
Other account payable (4,773)
Accrued expense (2,446)

Non-current liability
Other non-current liability (44,965)

Surplus 5,748
Minority stock right (8,388)
Exchange difference 484
Disposal of net liabilities $(41,474)

(2) Gain on disposal of investments
2017.1.1~
2017.12.31

Disposal consideration $2,943
Disposal of net liabilities 41,474
Gain on disposal $44,417

The Group’s subsidiary: Globe Union Industrial (B.V.I.) Corp. sold Qingdao
Globe Union Technology Industrial Corp. to Qingdao Kaili Xiangtong
Investment Management Co., Ltd. in December 2018, so the Group lost control
of Qingdao Globe Union Technology Industrial Corp.

- 253 -



GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

107

(1) The analysis for assets and liabilities of the entity no longer in control

Disposal of Qingdao
Globe Union Technology

Industrial Corp.
Current assets

Cash $2,823
  Property, plant, and equipment 124,871

Investment property 10,614
  Long-term prepaid rent

(land use rights)
56,110

Current liability
Account payable (20)

  Contract liabilities (334)
Other account payable (1,753)
Other current liability (862)

Exchange difference 10,637
Disposal of net assets $202,086

(2) Gain on disposal of investments
2018.1.1~
2018.12.31

Disposal consideration $283,228
Transaction costs (32,664)
Disposal of net assets (202,086)
Gain on disposal $48,478

(3) Net cash outflow from disposal of subsidiaries
2018.1.1~
2018.12.31

The consideration in cash $-
Less: Disposition of cash and cash
equivalents balances

2,823

Less: Payment for transaction costs 158
Net cash outflow from disposal of
subsidiaries

$(2,981)

The consideration from disposal of a subsidiary was $283,228 and unpaid
transaction cost was $32,506, which was recognized as other receivables and
other payable as at 31 December 2018, respectively.

- 254 -



GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

108

7. RELATED PARTY TRANSACTIONS

Information of the related parties that had transactions with the Group during the
financial reporting period is as follows:

Name and nature of relationship of the related parties

Name of the related parties Nature of relationship of the related parties
Chengxinzhao (Zhangzhou) Hardware Co.,
Ltd.

Associate

Significant transactions with related parties

(a) Other receivables – related parties (recorded under other current assets)

As at 31 December
2018 2017

Chengxinzhao (Zhangzhou) $1,692 $1,692

(b) Key management personnel compensation

For the years ended 31 December
2018 2017

Short-term employee benefits $180,975 $170,376
Post-employment benefits 6,786 5,949
Total $187,761 $176,325

8. ASSETS PLEDGED AS SECURITY

The following table lists assets of the Group pledged as security:

Carrying amount as at
31 December

Assets pledged for security 2018 2017 Secured liabilities
Accounts receivable $282,137 $507,471 Security for loans
Other receivable - time deposit and
reserve account

(Note) 158,675 Security for loans

Financial assets measured at
amortized cost

155,544 (Note) Security for loans

Land 139,340 139,340 Security for loans
Buildings 42,908 43,864 Security for loans
Total  $619,929  $849,350

Note: The Group adopted IFRS 9 on 1 January 2018. The Group elected not to
restate prior periods in accordance with the transition provision in IFRS 9.
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9. SIGNIFICANT CONTINGENCIES AND UNRECOGNIZED CONTRACT
COMMITMENTS

(1) On 1 October 2013, the Company has entered into a land lease agreement with
the Taichung Branch of the Export Processing Zone Administration. The lease
term is ten years, starting from 1 October 2013 to 30 September 2023. The rent
is adjusted based on the land price, and current monthly rent is $72.

(2) The Company and its subsidiaries provided endorsement/guarantee to related
parties. Please refer to Note 13(1) (b) for more details.

(3) In June 2018, the Company has entered into a syndicated loan agreement with
CTBC Bank and ten other lending institutions of syndicated credits, such as
O-Bank, E.SUN Commercial Bank, and Taipei Fubon Commercial Bank. The
agreement contains the following restrictive covenants:

(a) The current ratio shall not be lower than 100%.
(b) The liability ratio shall not be higher than 180%.
(c) The interest coverage ratio shall not be lower than 2.

The Company should review these ratios every half year based on the audited
annual and semi-annual consolidated financial statements.

10. SIGNIFICANT DISASTER LOSS

None.

11. SIGNIFICANT SUBSEQUENT EVENTS

For business operation purposes, Home Boutique International Co., Ltd. (“HBI”),
a consolidated subsidiary of the Company, held a special shareholders meeting
and resolved to carry out capital reduction; thus, HBI cancelled the number of
issued and outstanding shares in the amount of 15 million shares, returning
capital contributions in the amount of $150,000 thousand to shareholders
according to the shareholding percentage. The record date of capital reduction
was set on 20 February 2019.
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12. OTHERS

(1) Categories of financial instruments

Financial assets
As at 31 December

2018 2017
Financial assets at fair value through profit or loss:

Held for trading (Note 2) (Note 1) $2,966
Mandatorily measured at Fair value through
profit or loss $10,492 (Note 1)

Financial assets measured at amortized cost
(Note 3) 5,985,196 (Note 1)

Loans and receivables:
Cash and cash equivalents (exclude cash
on hand) (Note 1) 3,086,375

Notes and accounts receivable (Note 1) 3,042,998
Other receivables- time deposit(Note 4) (Note 1) 727,011

Financial liabilities
As at 31 December

2018 2017
Financial liabilities at amortized cost:

Short-term borrowings $1,280,137 $1,358,471
Notes and accounts payable 2,164,087 2,411,067
Long-term loans (including current portion with
maturity less than 1 year) 1,486,633 1,567,653

Financial liabilities at fair value through profit or
loss:

Held for trading 375 1,506

Note:
(1) The Group adopted IFRS 9 on 1 January 2018. The Group elected not to

restate prior periods in accordance with the transition provision in IFRS
9.

(2) Balance as at 31 December 2017 included financial assets measured at
cost.

(3) Including cash and cash equivalents (excluding cash on hand), financial
assets measured at amortized cost, notes receivable, trade receivables and
other receivables.

(4) Including debt instrument investments for which no active market exists
and other receivables.
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(2) Financial risk management objectives and policies

The Group’s principal financial risk management objective is to manage the
market risk, credit risk and liquidity risk related to its operating activities. The
Group identifies measures and manages the aforementioned risks based on the
Group’s policy and risk appetite.

The Group has established appropriate policies, procedures and internal
controls for financial risk management.  Before entering into significant
transactions, due approval process by the Board of Directors and Audit
Committee must be carried out based on related protocols and internal control
procedures. The Group complies with its financial risk management policies at
all times.

(3)Market risk

Market risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of the changes in market prices. Market
prices comprise currency risk and interest rate risk.

In practice, it is rarely the case that a single risk variable will change
interdependencies between risk variables. However the sensitivity analysis
disclosed below does not take into account the interdependencies between risk
variables.

a. Foreign currency risk

The Group’s exposure to the risk of changes in foreign exchange rates
relates primarily to the Group’s operating activities (when revenue or
expense is denominated in a different currency from the Group’s
functional currency).

The Group has certain foreign currency receivables to be denominated in
the same foreign currency with certain foreign currency payables,
therefore natural hedge is received. The Group also uses forward contracts
to hedge the foreign currency risk on certain items denominated in foreign
currencies. Hedge accounting is not applied as they did not qualify for
hedge accounting criteria. Furthermore, as net investments in foreign
subsidiaries are for strategic purposes, they are not hedged by the Group.
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The foreign currency sensitivity analysis of the possible change in foreign
exchange rates on the Group’s profit is performed on significant monetary
items denominated in foreign currencies as at the end of the reporting
period. The Group’s foreign currency risk is mainly related to the
volatility in the exchange rates for USD and CNY. The information of the
sensitivity analyses as follows:

(i) When NTD strengthens against USD by 1%:

Increase (decrease) in
equity

Decrease (increase) in
profit or loss

For the year ended 31 December 2018 $- $10,208
For the year ended 31 December 2017 $- $10,934

(ii) When NTD strengthens against CNY by 1%:

Increase (decrease) in
equity

Decrease (increase) in
profit or loss

For the year ended 31 December 2018 $- $(4,473)
For the year ended 31 December 2017 $- $(3,712)

For a 1% weakening of NTD against the relevant currencies when all the
other factors remain the same, there would be a comparable impact on
the pre-tax profit or equity, and the balances above would be negative.

b. Equity price risk

The fair value of the Group’s listed and unlisted equity securities and
conversion rights of the Euro-convertible bonds issued are susceptible to
market price risk arising from uncertainties about future values of the
investment securities. The Group’s listed and unlisted equity securities
are classified under held for trading financial assets or available-for-sale
financial assets, while conversion rights of the Euro-convertible bonds
issued are classified as financial liabilities at fair value through profit or
loss as it does not satisfy the definition of an equity component. The
Group manages the equity price risk through diversification and placing
limits on individual and total equity instruments. Reports on the equity
portfolio are submitted to the Group’s senior management on a regular
basis. The Group’s Board of Directors reviews and approves all equity
investment decisions.

Please refer to Note 12 (8) for sensitivity analysis information of other
equity instruments or derivatives that are linked to such equity
instruments whose fair value measurement is categorized under Level 3.
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c. Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest
rates. The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group’s loans and receivables at variable
interest rates, bank borrowings with fixed interest rates and variable
interest rates.

The Group manages its interest rate risk by having a balanced portfolio
of fixed and variable loans and borrowings and entering into interest
rate swaps. Hedge accounting does not apply to these swaps as they do
not qualify for it.

The interest rate sensitivity analysis is performed on items exposed to
interest rate risk as at the end of the reporting period, including
investments and borrowings with variable interest rates and interest
rate swaps. At the reporting date, a change of 10 basis points of interest
rate in a reporting period could cause the profit for the years ended 31
December 2018 and 2017 to decrease/increase by $2,767 and $2,926,
respectively.

(4) Credit risk management

Credit risk is the risk that counterparty will not meet its obligations under a
contract, leading to a financial loss. The Group is exposed to credit risk
from operating activities (primarily for trade receivables and notes
receivables) and from its financing activities, including bank deposits and
other financial instruments.

Credit risk is managed by each business unit subject to the Group’s
established policy, procedures and control relating to credit risk
management. Credit limits are established for all counter parties based on
their financial position, ratings from credit rating agencies, historical
experiences, prevailing economic condition and the Group’s internal rating
criteria, etc. Certain customer’s credit risk will also be managed by taking
credit enhancing procedures, such as requesting for prepayment.

- 260 -



GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

114

As at 31 December 2018 and 31 December 2017, amounts receivables from
top ten customers represented 45.57% and 47.66% of the total trade
receivables of the Group, respectively. The credit concentration risk of
other accounts receivables is insignificant.

Credit risk from balances with banks, fixed income securities and other
financial instruments is managed by the Group’s treasury in accordance
with the Group’s policy. The Group only transacts with counterparties
approved by the internal control procedures, which are banks and financial
institutions, companies and government entities with good credit rating.
Consequently, there is no significant credit risk for these counter parties.

(5) Liquidity risk management

The Group’s objective is to maintain a balance between continuity of
funding and flexibility through the use of cash and cash equivalents, highly
liquid equity investments and bank loans. The table below summarizes the
maturity profile of the Company’s financial liabilities based on the
contractual undiscounted payments and contractual maturity. The payment
amount includes the contractual interest. The undiscounted payment
relating to borrowings with variable interest rates is extrapolated based on
the estimated interest rate yield curve as at the end of the reporting period.

Non-derivative financial liabilities

Less than 1year 2 to 3 years 4 to 5 years > 5 years Total

As at 31 Dec. 2018
Short-term borrowings $1,282,025 $- $- $- $1,282,025
Notes and accounts payable 2,164,087 - - - 2,164,087
Long-term borrowings (including
current portion with maturity less
than 1 year)

85,178 688,864 726,846 68,513 1,569,401

Other payables 135,997 - - - 135,997

As at 31 Dec. 2017
Short-term borrowings $1,360,627 $- $- $- $1,360,627
Notes and accounts payable 2,411,067 - - - 2,411,067
Long-term borrowings (including
current portion with maturity less
than 1 year)

411,583 1,107,022 13,368 75,197 1,607,170

Other payables 173,444 - - - 173,444
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Derivative financial liabilities

Less than 1 year 2 to 3 years 4 to 5 years > 5 years Total

As at 31 Dec. 2018
Inflows $54,815 $- $- $- $54,815
Outflows (55,190) - - - (55,190)

Net $(375) $- $- $- $(375)

Less than 1 year 2 to 3 years 4 to 5 years > 5 years Total

As at 31 Dec. 2017
Inflows $113,040 $- $- $- $113,040
Outflows (114,546) - - - (114,546)

Net $(1,506) $- $- $- $(1,506)

The table above contains the undiscounted net cash flows of derivative
financial liabilities.

(6) Reconciliation of liabilities arising from financing activities

Reconciliation of liabilities for the year ended 31 December 2018:

Short-term
borrowings

Long-term
borrowings

Total liabilities
from financing

activities

As at 1 Jan. 2018 $1,358,471 $1,567,653 $2,926,124
Cash flows (78,334) (81,020) (159,354)

As at 31 December. 2018 $1,280,137 $1,486,633 $2,766,770

Reconciliation of liabilities for the year ended 31 December 2017:

 Not applicable.

(7)  Fair values of financial instruments

a. The methods and assumptions applied in determining the fair value of
financial instruments:
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Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The following methods and assumptions were
used by the Group to measure or disclose the fair values of financial
assets and financial liabilities:

i.  The carrying amount of cash and cash equivalents, accounts
receivables, accounts payable and other current liabilities approximate
their fair value due to their short maturities.

ii.  For financial assets and liabilities traded in an active market with
standard terms and conditions, their fair value is determined based on
market quotation price (including listed equity securities, beneficiary
certificates, bonds and futures etc.) at the reporting date.

iii.  Fair value of equity instruments without market quotations (including
private placement of listed equity securities, unquoted public company
and private company equity securities) are estimated using the market
method valuation techniques based on parameters such as prices based
on market transactions of equity instruments of identical or comparable
entities and other relevant information (for example, inputs such as
discount for lack of marketability, P/E ratio of similar entities and
Price-Book ratio of similar entities).

iv.  Fair value of debt instruments without market quotations, bank loans,
bonds payable and other non-current liabilities are determined based
on the counterparty prices or valuation method. The valuation method
uses DCF method as a basis, and the assumptions such as the interest
rate and discount rate are primarily based on relevant information of
similar instrument (such as yield curves published by the Taipei
Exchange, average prices for Fixed Rate Commercial Paper published
by Reuters and credit risk, etc.)

v.  The fair value of derivatives which are not options and without market
quotations, is determined based on the counterparty prices or
discounted cash flow analysis using interest rate yield curve for the
contract period. Fair value of option-based derivative financial
instruments is obtained using on the counterparty prices or appropriate
option pricing model (for example, Black-Scholes model) or other
valuation method (for example, Monte Carlo Simulation).
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b. Fair value of financial instruments measured at amortized cost

The carrying amounts of the Group’s financial assets and liabilities
measured at amortized cost approximate their fair value.

c. Fair value measurement hierarchy for financial instruments

Please refer to Note 12(9) for fair value measurement hierarchy for
financial instruments of the Group.

(8) Derivative financial instruments

The Group’s derivative financial instruments include forward currency
contracts and embedded derivatives. The related information for
derivative financial instruments not qualified for hedge accounting and
not yet settled as at 31 December 2018 and 2017 is as follows:

Forward currency contracts

The Group entered into forward currency contracts to manage its exposure to
financial risk, but these contracts are not designated as hedging instruments.
The table below lists the information related to forward currency contracts:

Items

(by contract)

Notional Amount

(in thousands)

Contract Period

As at 31 Dec. 2018

Forward currency contract Sell USD 39,500 From Jan. 2019 to Mar. 2019

Forward currency contract Buy USD 490 From Jan. 2019 to Mar. 2019

Forward currency contract Buy EUR 85 Jan. 2019

Forward currency contract Sell GBP 1,579 From Jan. 2018 to Mar. 2019

As at 31 Dec. 2017

Forward currency contract Buy USD 460 From Jan. 2018 to Mar. 2018

Forward currency contract Sell USD 8,092 From Jan. 2018 to Feb. 2018

Forward currency contract Sell CAD 780 From Feb. 2018 to Mar. 2018

Forward currency contract Buy EUR 110 Jan. 2018

Forward currency contract Sell GBP 2,063 From Dec. 2017 to Feb. 2018
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The counterparties for the aforementioned derivatives transactions are well
known local or overseas banks, as they have sound credit ratings, the credit
risk is insignificant.

With regard to the forward foreign exchange contracts, as they have been
entered into to hedge the foreign currency risk of net assets or net liabilities,
and there will be corresponding cash inflow or outflows upon maturity and
the Group has sufficient operating funds, the cash flow risk is insignificant.

(9) Fair value measurement hierarchy

a. Fair value measurement hierarchy

All asset and liabilities for which fair value is measured or disclosed in
the financial statements are categorized within the fair value hierarchy,
based on the lowest level input that is significant to the fair value
measurement as a whole. Level 1, 2 and 3 inputs are described as
follows:

Level 1 – Quoted (unadjusted) market prices in active markets for
identical assets or liabilities that the entity can access at the
measurement date
Level 2 – Inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly or indirectly
Level 3 – Unobservable inputs for the asset or liability

For assets and liabilities that are recognized in the financial statements
on a recurring basis, the Group determines whether transfers have
occurred between Levels in the hierarchy by re-assessing categorization
at the end of each reporting period.

b. Fair value measurement hierarchy of the Group’s assets and liabilities

The Group does not have assets that are measured at fair value on a
non-recurring basis. Fair value measurement hierarchy of the Group’s
assets and liabilities measured at fair value on a recurring basis is as
follows:
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As at 31 December 2018
Level 1 Level 2 Level 3 Total

Financial assets:
Financial assets at fair value through
profit or loss

Forward foreign exchange contracts $- $10,492 $- $10,492

Financial liabilities:
Financial liabilities at fair value through
profit or loss

Forward foreign exchange contracts - 375 - 375

As at 31 December 2017
Level 1 Level 2 Level 3 Total

Financial assets:
Financial assets at fair value through
profit or loss

Forward foreign exchange contracts $- $2,966 $- $2,966

Financial liabilities:
Financial liabilities at fair value through
profit or loss

Forward foreign exchange contracts - 1,506 - 1,506

Transfers between Level 1 and Level 2 during the period

During the years ended 31 December 2018 and 2017, there were no
transfers between Level 1 and Level 2 fair value measurements.

c. Fair value measurement hierarchy of the Group’s assets and liabilities not
measured at fair value but for which the fair value is disclosed

As at 31 Dec. 2018
Level 1 Level 2 Level 3 Total

Financial assets not measured at fair value
but for which the fair value is disclosed:
Investment properties $- $- $- $-

As at 31 Dec. 2017
Level 1 Level 2 Level 3 Total

Financial assets not measured at fair value
but for which the fair value is disclosed:
Investment properties $- $- $19,890 $19,890
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(10) Significant assets and liabilities denominated in foreign currencies

Information regarding the significant assets and liabilities denominated in
foreign currencies is listed below:

Unit: Thousands

As at 31 December 2018 As at 31 December 2017

Foreign
currencies

Foreign
exchange

rate NTD
Foreign

currencies

Foreign
exchange

rate NTD
Financial assets
Monetary items:
USD $45,054 30.720 $1,384,059 $46,218 29.780 $1,376,372
CNY 207,886 4.464 928,003 231,995 4.573 1,060,913
EUR 4,873 35.19 171,481 4,596 35.640 163,801
CAD 7,662 22.58 173,008 7,307 23.760 173,614
GBP 17,678 38.88 687,321 22,131 40.170 889,002

Financial liabilities
Monetary items:
USD $11,826 30.720 $363,295 $9,503 29.780 $282,999
CNY 308,090 4.464 1,375,314 313,168 4.573 1,432,117
EUR 1,171 35.19 41,207 1,210 35.640 43,124
CAD 1,099 22.58 24,815 1,275 23.760 30,294
GBP 17,788 38.88 691,597 22,250 40.170 893,783

The Group is unable to disclose foreign exchange gains or losses on
significant assets and liabilities denominated in foreign currencies because
the Group entities have too many functional currencies. The exchange gains
(losses) for the years ended 31 December 2018 and 2017 were $89,566 and
$(117,942), respectively.

(11) Capital management

The primary objective of the Group’s capital management is to ensure that it
maintains a strong credit rating and healthy capital ratios in order to support its
business and maximize the shareholder value. The Group manages its capital
structure and makes adjustments to it, in light of changes in economic conditions. To
maintain or adjust the capital structure, the Group may adjust dividend payment to
shareholders, return capital to shareholders or issue new shares.
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13. OTHER DISCLOSURE

(1)Information at significant transactions

(a) Financing provided to others for the year ended 31 December 2018: All
transactions below were between consolidated entities and have been
eliminated in consolidation.

No Lender Counterparty

Financial

statement

account

Related

Party

Maximum

balance for the

period

Ending

balance Amount drawn

Interest

rate

Nature of

financing

(Note 5)

Amount of

sales to

(purchases

from)

counter-pa

rty

Reason

for

financing

Allowance

for

doubtful

accounts

Collateral

Limit of financing

amount

for individual

counter-party

Limit of total

financing amount

Item Value

1 Globe Union

UK Ltd.

PJH Group

Limited

Other

receivable

Yes $286,832

GBP 6,934,554

$-

GBP -

$-

GBP -

- 2 $- For

operating

$- - $- $322,284

GBP 8,289,186

(Note 3)

$322,284

GBP 8,289,186

(Note 1)

3 Globe Union

Industrial

(BVI) Corp.

Globe Union

(UK) Ltd.

Other

receivable

Yes $82,720

GBP 2,000,000

$77,760

GBP 2,000,000

$77,760

GBP 2,000,000

- 2 $- For

operating

$- - $- $622,345

(Note 2)

$1,659,587

(Note 1)

3 Globe Union

Industrial

(BVI) Corp

Globe Union

Cayman Corp.

Other

receivable

Yes $41,360

GBP 1,000,000

$38,880

GBP 1,000,000

$38,880

GBP 1,000,000

- 2 $- For

operating

$- - $- $622,345

(Note 2)

$1,659,587

(Note 1)

3

Globe Union

Industrial

(BVI) Corp

Qingdao

Globe Union

Technology

Industrial

Corp.

Other

receivable

Yes $31,858

RMB 6,800,000

$-

RMB -

$-

RMB -

- 2 $- For

operating

$- - $- $622,345

(Note 2)

$1,659,587

(Note 1)

3 Globe Union

Industrial

(BVI) Corp

Globe Union

Industrial

Corp.

Other

receivable

Yes $262,360

RMB 56,000,000

$249,984

RMB 56,000,000

$249,984

RMB 56,000,000

- 2 $- For

operating

$- - $- $622,345

(Note 2)

$1,659,587

(Note 1)

4 Home

Boutique

International

Co., Ltd.

Home

Boutique

Co., Ltd

Other

receivable

Yes $3,000 $3,000 $3,000 - 2 $- For

operating

$- - $- $112,836

 (Note 4)

$225,672

 (Note 1)

Note 1: Total financing was limited to 40% of net equity of the lender as at 31 December 2018.
Note 2: Financing to individual counterparty was limited to 15% of the net equity of the lender as at 31

December 2018.
Note 3: Financing to individual counterparty was limited to 40% of the net equity of the lender as at 31

December 2018.
Note 4: Financing to individual counterparty was limited to 20% of the net equity of the lender as at 31

December 2018.
Note 5: Code 1 represents an intercompany transaction calls for a loan arrangement; code 2 represents

short-term financing
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(b) Endorsement/Guarantee provided to others for the year ended 31 December
2018: None

(c) Securities held as at 31 December (excluding subsidiaries, associates and
joint venture): None.

(d) Individual securities acquired or disposed of with accumulated amount
exceeding the lower of NT$300 million or 20 percent of the capital stock
for the year ended 31 December 2018: None.

(e) Acquisition of individual real estate with amount exceeding the lower of
NT$300 million or 20 percent of the capital stock for the year ended 31
December 2018: None.

(f) Disposal of individual real estate with amount exceeding the lower of
NT$300 million or 20 percent of the capital stock for the year ended 31
December 2018: None.

(g) Related party transactions for purchases and sales exceeding the lower of
NT$100 million or 20 percent of the capital stock for the year ended 31
December 2018:

Company Name Counter-party Relationship

Transactions
Details of non-arm's

length transaction
Notes and accounts receivable (payable)

Note
Purchases

(Sales)
Amount

Percentage of
total

purchases
(sales)

Term Unit price Term Balance
Percentage of total

receivables
(payable)

Globe Union
Industrial Corp.

Shenzhen Globe
Union Enterprise
Co., Ltd.

Investee
company

Purchase $5,010,545 38.59%
180 days after

EOAP

A small portion of the purchase prices
between related parties were slightly higher
than the general purchase price due to
technical and quality differences For the
other purchase prices, there were no
comparable goods bought from third party
suppliers.

Regular $(2,234,544) (103.26%) -

Globe Union
Industrial Corp.

Milim G&G
Ceramics Co., Ltd.

Investee
company

Purchase $2,106,489 16.22%
30 days after

EOAP

A small portion of the purchase prices
between related parties were slightly higher
than the general purchase price due to
technical and quality differences For the
other purchase prices, there were no
comparable goods bought from third party
suppliers.

Regular $(152,512) (7.05%) -

Globe Union
Industrial Corp.

Gerber Plumbing
Fixtures, LLC

Investee
company

Sales $(3,309,305) (18.51%)
7 days after
invoice date

A small portion of the selling prices between
related parties were not significantly
different from that with the third parties. For
the other selling prices, there were no
comparable goods sold to the third parties.

Regular $51,446 1.96% -
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Company Name Counter-party Relationship

Transactions
Details of non-arm's

length transaction
Notes and accounts receivable (payable)

Note
Purchases

(Sales)
Amount

Percentage of
total

purchases
(sales)

Term Unit price Term Balance
Percentage of total

receivables
(payable)

Globe Union

Industrial Corp.

Globe Union

(Canada)

Inc.

Investee

company
Sales $(289,191) (1.62%)

90 days after

EOAP

A small portion of the selling prices between

related parties were not significantly

different from that with the third parties. For

the other selling prices, there were no

comparable goods sold to the third parties.

Regular $78,546 3.00% -

Shenzhen Globe

Union

Enterprise Co.,

Ltd.

Globe Union

Industrial Corp.

Group direct

parent

company

Sales $(5,010,545) (28.02%)
180 days after

EOAP

A small portion of the selling prices between

related parties were not significantly

different from that with the third parties. For

the other selling prices, there were no

comparable goods sold to the third parties.

Regular $2,234,544 85.25% -

Gerber

Plumbing

Fixtures, LLC

Globe Union

Industrial Corp.

Group direct

parent

company

Purchase $3,309,305 25.49%
7 days after

invoice date

A small portion of the purchase prices

between related parties were slightly higher

than the general purchase price due to

technical and quality differences For the

other purchase prices, there were no

comparable goods bought from third party

suppliers.

Regular $(51,446) (2.38%) -

Globe Union

(Canada) Inc.

Globe Union

Industrial Corp.

Group direct

parent

company

Purchase $289,191 2.23%
90 days after

EOAP

A small portion of the purchase prices

between related parties were slightly higher

than the general purchase price due to

technical and quality differences For the

other purchase prices, there were no

comparable goods bought from third party

suppliers.

Regular $(78,546) (3.63%)

Milim G&G

Ceramics Co.,

Ltd.

Globe Union

Industrial Corp.

Group direct

parent

company

Sales $(2,106,489) (11.78%)
30 days after

EOAP

A small portion of the selling prices between

related parties were not significantly

different from that with the third parties. For

the other selling prices, there were no

comparable goods sold to the third parties.

Regular $152,512 5.82% -

Shenzhen Globe

Union

Enterprise Co.,

Ltd.

Globe Union

Germany GmbH &

Co.KG

Associate Sales $(269,751) (1.51%)
120 days after

EOAP

A small portion of the selling prices between

related parties were not significantly

different from that with the third parties. For

the other selling prices, there were no

comparable goods sold to the third parties.

Regular $60,965 2.33% -

Globe Union

Germany

GmbH &

Co.KG

Shenzhen Globe

Union Enterprise

Co., Ltd.

Associate Purchase $269,751 2.08%
120 days after

EOAP

A small portion of the purchase prices

between related parties were slightly higher

than the general purchase price due to

technical and quality differences For the

other purchase prices, there were no

comparable goods bought from third party

suppliers.

Regular $(60,965) (2.82%) -
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(h) Receivables from related parties with amounts exceeding the lower of
NT$100 million or 20 percent of capital stock as at 31 December 2018:

Company Name Related Party Relationship Ending Balance
Turnover Rate

(times)

Overdue receivables Amount

received in subsequent

period

Allowance for

bad debtsAmount collection status

Shenzhen Globe

Union Enterprise

Co., Ltd.

Globe Union Industrial Corp. Group direct

parent company
$2,234,544

RMB 501,187,978
2.55 times $- -

$769,345

RMB 172,344,355
$-

Milim G&G

Ceramics Co., Ltd.

Globe Union Industrial Corp. Group direct

parent company
$152,512

RMB 34,164,822
13.36 times $- -

$152,512

RMB 34,164,822
$-

(i) Financial instruments and derivative transactions:

Please refer to Note 6(2) and 12(8) for more details on forward foreign
exchange contracts.

(j) Significant intercompany transactions between consolidated entities are as
follows:
(amount exceeding the lower of NT$100 million or 20 percent of the capital stock)
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(3)Information on investments in mainland China

(a) Information on investments in mainland China from the Company through
Globe Union Industrial (B.V.I) Corp. and Globe Union (Bermuda) Ltd. as at 31
December 2018:

Investee company

Main

Businesses and

Products

Total Amount

of Paid-in

Capital

Method of Investment

Accumulated

Outflow of

Investment from

Taiwan as at 1

January 2018

Investment Flows Accumulated

Outflow of

Investment from

Taiwan as at 31

December 2018

Net income

(loss)

of investee

company

Percentage

of

Ownership

Investment

income

(loss)

recognized

Carrying

Value as at

31

December

2018

Accumulated

Inward

Remittance of

Earnings as at 31

December 2018

Outflow Inflow

Shenzhen Globe

Union Enterprise

Co., Ltd.

Manufacturing

and selling

plumbing

products

$1,698,373

(RMB

380,459,896)

Investment in Mainland

China companies through

a company invested and

established in a third

region

$- $- $- $- $209,922 100%
$209,922

(Note 1)
$2,745,791 $188,508

Milim G&G

Ceramics Co.,

Ltd.

Manufacturing

and selling

sanitary

ceramic wares

$999,102

(RMB

223,813,280)

Investment in Mainland

China companies through

a company invested and

established in a third

region

$515,612

(USD

16,784,252)

$- $-

$515,612

(USD

16,784,252)

$41,122 100%
$41,122

(Note 1)
$1,271,721 $-

Qingdao Globe

Union

Technology

Industrial Corp.

Manufacturing

and selling

plumbing

products

$1,697,972

(RMB

380,370,175)

Investment in Mainland

China companies through

a company invested and

established in a third

region

$370,115

(USD

12,048,000)

$- $-

$370,115

(USD

12,048,000)

$13,625 100%
$13,625

(Note 1)
$ $-

Accumulated Investment in Mainland
China as at 31 Dec. 2018

Investment Amounts Authorized by
Investment Commission, MOEA

Upper Limit on Investment

$957,986 (USD 31,184,435) $1,463,838 (USD 47,650,991) Not applicable
(Note 2)

Note 1: Based on the financial statements audited by the certified accountants of the parent company
in Taiwan.

Note 2: According to Letter No. Shen-Zi-09704604680 issued by Ministry of Economic Affairs,
R.O.C., the Company's investment in Mainland China is not limited to 60% of net worth or
consolidated net worth specified by the Investment Commission.

(b) Please refer to Note 13(1) and (2) for more details on the significant
transactions between the Company and investees in Mainland China.
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14. SEGMENT INFORMATION

For the purpose of operation, the Company operates in a single industry segment
by different strategic segments, and they are classified into two segments as
follows:

(1)Segment A: In charge of selling faucets and other plumbing products and
providing related services.

(2)Segment B: In charge of manufacturing faucets and other plumbing products.

No operating segments have been aggregated to form the above reportable
operating segments.

Management monitors the operating results of its business units separately for the
purpose of making decisions about resource allocation and performance
assessment. Segment performance is evaluated based on operating profit or loss
and is measured consistently with operating profit or loss in the consolidated
financial statements. However, the financial costs, financial income and income
taxes are managed on a group basis and are not allocated to operating segments.

Transfer prices between operating segment are on an arm’s length basis in a
manner similar to transactions with third parties.

(1)Information on profit or loss, assets and liabilities of the reportable segment:

(a) For the year ended 31 December 2018

Segment A Segment B
Adjustment and

elimination Consolidated
Revenue
External customer $17,643,452 $235,668 $- $17,879,120
Inter-segment 3,642,644 7,463,174 (11,105,818) -
Total revenue $21,286,096 $7,698,842 $(11,105,818) $17,879,120
Interest expenses $48,560 $- $- $48,560
Depreciation and

amortization
95,543 191,869 (8,281) 279,131

Investment incomes
(losses)

261,649 264,120 (526,319) (550)

Segment profit $935,658 $395,804 $(528,070) $803,392

- 276 -



GLOBE UNION INDUSTRIAL CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

130

Segment A Segment B
Adjustment and

elimination Consolidated
Assets
Investments accounted

for using the equity
method

$5,095,475 $4,040,211 $(9,112,988) $22,698

Capital expenditure of
non-current assets

292,848 110,318 - 403,166

Segment assets $18,380,970 $7,124,860 $(12,692,649) $12,813,181
Segment liabilities $8,195,119 $1,786,557 $(3,143,310) $6,838,366

(b) For the year ended 31 December 2017

Segment A Segment B
Adjustment and

elimination Consolidated
Revenue
External customer $15,232,699 $2,677,425 $- $17,910,124
Inter-segment 3,257,884 5,046,805 (8,304,689) -
Total revenue $18,490,583 $7,724,230 $(8,304,689) $17,910,124
Interest expenses $44,766 $446 $6,738 $51,950
Depreciation and

amortization
124,345 174,944 (8,377) 290,912

Investment incomes
(losses)

143,819 200,906 (345,813) (1,088)

Segment profit $1,065,429 $272,533 $(350,405) $987,557
Assets
Investments accounted

for using the equity
method

$4,861,748 $3,872,362 $(8,710,311) $23,799

Capital expenditure of
non-current assets

67,927 239,419 - 307,346

Segment assets $18,212,191 $6,823,593 $(11,754,508) $13,281,276
Segment liabilities $7,930,160 $1,875,897 $(2,624,019) $7,182,038

(2)Geographic information

(a) Revenue from external customers
For the years ended 31 December

2018 2017
United States $9,055,332 $9,089,604
Britain 5,138,455 4,963,550
Canada 1,026,383 980,477
China 292,196 715,943
Other countries 2,366,754 2,160,550
Total $17,879,120 $17,910,124
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The revenue information above is based on the location of the customer.

(b) Non-current assets
As at 31 December

2018 2017
Mainland China $1,321,096 $1,440,664
Britain 703,908 729,172
Taiwan 435,594 443,407
United States 103,010 110,074
Germany 15,026 19,450
Canada 3,819 4,723
Total $2,582,453 $2,747,490

(3)Information about major customers

The customer to that the Company’s sales exceeded 10% of its net
consolidated sales in 2018 and 2017 is as follows:

2018 2017

Client name Sales amount % Sales amount %

Customer A $2,379,839 13.31 $2,429,184 13.56
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Assets 31 Dec 2018 31 Dec 2017
Current assets
  Cash and cash equivalents 4, 6(1) $478,236 $454,555
  Financial assets at fair value through profit or loss, current 4, 6(2) 9,798 2,946
  Accounts receivable, net 4, 6(3) 1,222,957 1,142,831
  Accounts receivable, net - Related parties 4, 6(3),7 129,992 99,113
  Other receivables 7 19,343 14,418
  Inventories, net 4, 6(4) 292,018 287,428
  Prepayment 61,673 47,455
  Other current assets 28,053 20,405
    Total current assets 2,242,070 2,069,151

Non-current assets
  Investments accounted for under the equity method 4, 6(5) 9,135,686 8,734,110
  Property, plant and equipment 4, 6(6) 84,413 86,414
  Intangible assets 4, 6(7) 31,244 46,038
  Deferred tax assets 4, 6(22) 36,625 44,920
  Other non-current assets 6(8) 3,795 4,376
    Total non-current assets 9,291,763 8,915,858

Total assets $11,533,833 $10,985,009

(continued)

GLOBE UNION INDUSTRIAL CORP.
PARENT COMPANY ONLY BALANCE SHEETS

31 December 2018 and 31 December 2017
(Expressed in Thousands of New Taiwan Dollars)

(The accompanying notes are an integral part of the parent company only financial statements)

Notes
As at

7
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Liabilities and Equity 31 Dec 2018 31 Dec 2017
Current liabilities
  Short-term loans 4, 6(9) $998,000 $851,000
  Financial liabilities at fair value through profit or loss, current 4, 6(10) - 179
  Contract liabilities, current 6(17) 15,191 -
  Accounts payable 169,759 128,218
  Accounts payable - Related parties 7 2,387,056 1,786,768
  Other payables 6(11),7 318,473 332,730
  Accrued expenses 6(12),7 274,525 281,796
  Current tax liabilities 4, 6(22) 41,870 33,246
  Current portion of long-term loans 4, 6(13) 55,769 385,769
  Other current liabilities 6(14) 10,017 14,017
      Total current liabilities 4,270,660 3,813,723
Non-current liabilities
  Long-term loans 4, 6(13) 1,340,000 1,085,769
  Deferred tax liabilities 4, 6(22) 21,888 1,410
  Other non-current liabilities 128 -
  Net defined benefit obligation, noncurrent 4, 6(14) 3,527 60,456
      Total non-current liabilities 1,365,543 1,147,635
����Total liabilities 5,636,203 4,961,358

Equity attributable to the parent company 4, 6(15)
Capital
  Common stock 3,681,600 3,668,560
  Advance receipts for common stock 635 7,329
                Total capital 3,682,235 3,675,889
Additional paid-in capital 1,032,019 1,026,759
Retained earnings
  Legal reserve 768,519 698,685
  Special reserve 470,533 285,914
  Retained earnings 656,738 806,937
����Total retained earnings 1,895,790 1,791,536

Other components of equity
  Exchange differences on translation of foreign operations (522,707) (462,366)
  Unearned employee salary (3,500) (8,167)
����Total other components of equity (526,207) (470,533)
Treasury stock (186,207) -
���  Total equity 5,897,630 6,023,651

Total liabilities and equity $11,533,833 $10,985,009

GLOBE UNION INDUSTRIAL CORP.
PARENT COMPANY ONLY BALANCE SHEETS

31 December 2018 and 31 December 2017
(Expressed in Thousands of New Taiwan Dollars)

(The accompanying notes are an integral part of the parent company only financial statements)

Notes
As at

8
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Notes 2018 2017
Net sales 4,6(17),7 $9,330,271 $6,817,057
Cost of sales 6(4)(19),7 (8,411,860) (5,810,382)
Gross profit 918,411 1,006,675
Unrealized intercompany profit (38,144) -
Realized intercompany profit - 54,809
Gross profit 880,267 1,061,484
Operating expenses
  Selling and marketing 6(19),7 (468,211) (312,130)
  General and administrative 6(19),7 (267,564) (216,146)
  Research and development 6(19) (51,340) (54,749)
    Total operating expenses (787,115) (583,025)
Operating income 93,152 478,459
Non-operating income and expenses 6(20)
  Other revenue 18,974 15,359
  Other gains and losses 82,567 (43,052)
  Financial costs (31,916) (35,634)
  Share of profit of subsidiaries, associates and joint ventures 6(5) 525,769 344,726
    Subtotal 595,394 281,399
Income from continuing operations before income tax 688,546 759,858
Income tax expense 6(22) (70,326) (61,516)
Income from continuing operations, net of Tax 618,220 698,342

Other comprehensive income (loss) 6(21)
Items that may not to be reclassified subsequently to profit or loss
  Remeasurements of defined benefit plans 19,248 47,102
  Share of other comprehensive income/(loss) accounted for using
   the equity method-remeasurements of defined benefit plans
  Income tax related to items that may not to be reclassified
  subsequently to profit or loss
Items that may be reclassified subsequently to profit or loss
  Exchange differences on translation of foreign operations (60,341) (189,285)
Total other comprehensive income (loss), net of tax (24,533) (142,943)
Total comprehensive income (loss) $593,687 $555,399

Earnings per share (NTD) 6(23)
  Earnings per share-basic $1.69 $1.98
  Earnings per share-diluted $1.68 $1.91

(The accompanying notes are an integral part of the parent company only financial statements)

For the Years Ended 31 December

(2,519) (760)

19,079 -

GLOBE UNION INDUSTRIAL CORP.
PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME

For the Years Ended 31 December 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars, Except for Earnings per Share)
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Notes 2018 2017
Cash flows from operating activities:

Net income before tax $688,546 $759,858

Adjustments to reconcile net income to net cash provided by operating activities:

  Depreciation 14,235 14,668
  Amortization 16,988 19,905
  Net gain of financial assets/liabilities at fair value through profit or loss (7,976) (39,004)
  Interest expense 31,916 35,634
  Interest revenue (10,078) (6,256)
  Share-based payment expense 5,475 12,412
  Gain on disposal of financial assets measured at fair value through profit or loss (38) -
  Share of profit of subsidiaries, associates and joint ventures (525,769) (344,726)
   (Gain) Loss of unrealized intercompany profit 38,144 (54,809)

  Changes in operating assets and liabilities:
  Financial assets held for trading - 36,140
  Financial assets at fair value through profit or loss 38,617 -
  Accounts receivable (111,005) (83,278)
  Other receivables (4,925) 2,279
  Inventories, net (4,590) (146,028)
  Prepayments (14,218) (14,324)
  Other current assets (7,648) 19,900
  Other assets-others 581 4,346
  Financial liabilities held for trading (37,673) -
  Accounts payable 641,829 652,296
  Accrued expenses (7,419) 17,815
  Other payables (14,257) (9,355)
  Contract liabilities, current 13,010 -
  Other current liabilities 2,602 (4,652)
  Defined benefit obligation (42,101) (41,516)
  Other liabilities-others 128 (178)

  Cash generated from operations 704,374 831,127
  Interest received 10,078 6,256
  Dividend received 44,980 -
  Interest paid (31,768) (33,855)
  Income tax paid (35,449) (106,439)

        Net cash generated from operating activities 692,215 697,089

(The accompanying notes are an integral part of the parent company only financial statements)
(Continued)

GLOBE UNION INDUSTRIAL CORP.
PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS

For the Years Ended 31 December 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars)

For the Years Ended 31 December
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GLOBE UNION INDUSTRIAL CORP.

Notes 2018 2017
(Continued)
Cash flows from investing activities:
  Acquisition of financial assets measured at fair value through profit or loss (50,000) -
  Disposal of financial assets measured at fair value through profit or loss 50,038 -
  Acquisition of property, plant and equipment (12,234) (5,404)
  Acquisition of intangible assets (2,194) (2,115)
    Net cash used in investing activities (14,390) (7,519)
Cash flows from financing activities:
  Redemption of bonds payable - (872)
  Increase in short-term loans 998,000 298,000
  Decrease in short-term loans (851,000) (237,000)
  Exercise of employee stock option 10,606 34,278
  Increase in treasury stock (186,207) (10,326)
  Increase in long-term loans 1,000,000 -
  Decrease in long-term loans (1,075,769) (250,769)
  Cash dividends (549,774) (350,769)
    Net cash used in financing activities (654,144) (517,458)
Net increase in cash and cash equivalents 23,681 172,112
Cash and cash equivalents at beginning of period 6(1) 454,555 282,443
Cash and cash equivalents at end of period $478,236 $454,555

(The accompanying notes are an integral part of the parent company only financial statements)

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
For the Years Ended 31 December 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars)

For the Years Ended 31 December

12- 289 -
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GLOBE UNION INDUSTRIAL CORP.

Notes to Parent Company Only Financial Statements

For the Years Ended 31 December 2018 and 2017

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

1. HISTORY AND ORGANIZATION

GLOBE UNION INDUSTRIAL CORP. (“the Company”) was incorporated on 29
October 1979 to manufacture and sell plumbing products. On 1 December 1995, the
Company acquired Chen Ling Industrial Co. Ltd., a company operated in
manufacturing and sale of plumbing products. The Company applied to be listed on
the GreTai Securities Market on 1 June 1998, and was authorized to trade its shares
over the counter on 7 May 1999. The Company applied to be listed on Taiwan Stock
Exchange on 16 June 2000 and its shares were authorized to be listed on Taiwan
Stock Exchange on 11 September 2000. The Company’s registered office and the
main business location is at No.22, Jianguo Rd., Taichung Export Processing Zone,
Tanzi Dist., Taichung, Taiwan (R.O.C.).

2. DATE AND PROCEDURES OF AUTHORIZATION OF FINANCIAL

STATEMENTS FOR ISSUE

The Parent Company Only Financial Statements of the Company for the years ended
31 December 2018 and 2017 were authorized for issue by the Company’s board of
directors (the Board) on 11 March 2019.

3. NEWLY ISSUED OR REVISED STANDARDS AND INTERPRETATIONS

(1) Changes in accounting policies resulting from applying for the first time certain
standards and amendments

The Company applied for the first time International Financial Reporting
Standards, International Accounting Standards, and Interpretations issued,
revised or amended which are endorsed by the Financial Supervisory
Commission (“FSC”) and become effective for annual periods beginning on or
after 1 January 2018. The nature and the impact of each new standard and
amendment that has a material effect on the Company is described below:
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GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

14

(a) IFRS 15 “Revenue from Contracts with Customers” (including

Amendments to IFRS 15 “Clarifications to IFRS 15 Revenue from

Contracts with Customers”)

IFRS 15 replaces IAS 11 Construction Contracts, IAS 18 Revenue and
related Interpretations. In accordance with the transition provision in IFRS
15, the Company elected to recognize the cumulative effect of initially
applying IFRS 15 at the date of initial application (1 January 2018). The
Company also elected to apply this standard retrospectively only to
contracts that are not completed contracts at the date of initial application.

The Company’s principal activities consist of the sale of goods and
rendering of services. The impacts arising from the adoption of IFRS 15 on
the Company are summarized as follows:

A. Please refer to Note 4 for the accounting policies before or after 1
January 2018.

B. Before 1 January 2018, revenue from sale of goods was recognized
when goods have been delivered to the buyer. Starting from 1 January
2018, in accordance with IFRS 15, the Company recognized revenue
when (or as) the Company satisfies a performance obligation by
transferring a promised good to a customer. IFRS 15 has no impact on
the Company’s revenue recognition from sale of goods. However, for
some contracts, if the Company has the right to transfer the goods to
customers but does not has a right to an amount of consideration that is
unconditional, these contracts should be presented as contract assets,
which is different from the accounting treatment of recognizing trade
receivables before the date of initial application. In addition, loss
allowance for contract assets was assessed in accordance with IFRS 9.
Compared with the requirements of IAS 18, there was no impact on
trade receivables as at 31 December 2018.
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GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

15

C. For some rendering of services contracts, part of the consideration was
received from customers upon signing the contract, then the Company
has the obligation to provide the services subsequently. Before 1 January
2018, the Company recognized the consideration received in advance
from customers under other current liabilities. Starting from 1 January
2018, in accordance with IFRS 15, it should be recognized as contract
liabilities. The amount reclassified from other current liabilities to
contracts liabilities of the Company as at the date of initial application
was NT$2,181. In addition, compared with the requirements of IAS 18,
other current liabilities decreased by NT$15,191 and the contract
liabilities increased by NT$15,191 as at 31 December 2018.

D. Please refer to Notes 4, 5 and 6 for additional disclosure notes required
by IFRS 15.

(b) IFRS 9 “Financial Instruments”

IFRS 9 replaces IAS 39 Financial Instruments: Recognition and
Measurement. In accordance with the transition provision in IFRS 9, the
Company elected not to restate prior periods at the date of initial application
(1 January 2018). The adoption of IFRS 9 has the following impacts on the
Company:

A. The Company adopted IFRS 9 on 1 January 2018 and it adopted IAS 39
before 1 January 2018. Please refer to Note 4 for more details on
accounting policies.

B. In accordance with the transition provision in IFRS 9, the assessment of
the business model and classification of financial assets into the
appropriate categories are based on the facts and circumstances that
existed as at 1 January 2018. The classifications of financial assets and
its carrying amounts as at 1 January 2018 are as follows:
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IAS 39 IFRS 9
Measurement categories Carrying amounts Measurement categories Carrying amounts

Fair value through profit or loss $2,946 Fair value through profit or
loss

$2,946

At amortized cost
Loans and receivables
(including cash and cash
equivalents, notes receivables,
trade receivables, debt
instrument investments for
which no active market exists
and other receivables)

1,710,527
At amortized cost (including
cash and cash equivalents,
notes receivables, trade
receivables, financial assets
measured at amortized cost
and other receivables)

1,710,527

Total $1,713,473 Total $1,713,473

C. The transition adjustments from IAS 39 to IFRS 9 for the classifications
of financial assets and financial liabilities as at 1 January 2018 are as
follows:

IAS 39 IFRS 9
Retained
earnings

Other
components

of equity
Class of financial

instruments
Carrying
amounts

Class of financial
instruments

Carrying
amounts Difference Adjustment Adjustment

Financial assets at
fair value through
profit or loss
Held-for-trading $2,946 Measured at fair value

through profit or loss
$2,946 $-  $- $-

Loans and
receivables (Note 1)
Cash and cash
equivalents(exclude
cash on hand)

454,165 Cash and cash
Equivalents
(exclude cash
on hand)

454,165 - - -

Trade receivables 1,241,944 Trade receivables 1,241,944 - - -
Other receivables 14,418 Financial assets

measured at amortized
costs

14,418 - - -

Subtotal 1,710,527 Subtotal 1,710,527 - - -
Total $1,713,473 Total $1,713,473 $- $- $-
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Notes:
(1) In accordance with IAS 39, the cash flow characteristics for held-to-maturity

investments and loans and receivables are solely payments of principal and interest
on the principal amount outstanding. The assessment of the business model is based
on the facts and circumstances that existed as at 1 January 2018. These financial
assets were measured at amortized cost as they were held within a business model
whose objective was to hold financial assets in order to collect contractual cash
flows. Additionally, in accordance with IFRS 9, there was no adjustment arising
from the assessment of impairment losses for the aforementioned assets as at 1
January 2018. Therefore, there is no impact on the carrying amount as at 1 January
2018.

D. Other impact
The Company adopted the requirements of IFRS 9 on 1 January 2018. No
adjustments were made with respect to investment using equity method and
retained earnings.

E. Please refer to Notes 4, 5, 6 and 12 for the related disclosures required by
IFRS 7 and IFRS 9.

(c) IFRIC 22 “Foreign Currency Transactions and Advance Consideration”

The interpretation clarifies that when applying paragraphs 21 and 22 of IAS 21
“The Effects of Changes in Foreign Exchange Rates”, in determining the spot
exchange rate to use on initial recognition of the related asset, expense or income
(or part of it) on the derecognition of a non-monetary asset or non-monetary
liability relating to advance consideration, the date of the transaction is the date
on which the entity initially recognizes the non-monetary asset or non-monetary
liability arising from the advance consideration. If there are multiple payments
or receipts in advance, then the entity must determine a date of the transactions
for each payment or receipt of advance consideration.

The Company originally recorded their foreign currency sales transactions
based on the exchange rate on the date of revenue recognition and converted
into its functional currency. The exchange difference was recognized when the
foreign currency advance payment was written off. The Company elected to
apply this interpretation prospectively on 1 January 2018. This change in
accounting principle did not significantly impact the Company's recognition and
measurement.

(d) Disclosure Initiative — Amendment to IAS 7 “Statement of Cash Flows”:

The Company required to provide a reconciliation between the opening and
closing balances in the statement of financial position for liabilities arising from
financing activities. Please refer to Note 12 for more details.
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(2) Standards or interpretations issued, revised or amended, by International
Accounting Standards Board (“IASB”) which are endorsed by FSC, but not yet
adopted by the Company are listed below.

Items New, Revised or Amended Standards and Interpretations Effective Date

issued by IASB

A IFRS 16 “Leases” 1 January 2019

B IFRIC 23 “Uncertainty Over Income Tax Treatments” 1 January 2019

C IAS 28 “Investment in Associates and Joint Ventures” —

Amendments to IAS 28

1 January 2019

D Prepayment Features with Negative Compensation

(Amendments to IFRS 9)

1 January 2019

E Improvements to International Financial Reporting

Standards (2015-2017 cycle)

1 January 2019

F Plan Amendment, Curtailment or Settlement

(Amendments to IAS 19)

1 January 2019

(a) IFRS 16“Leases”

The new standard requires lessees to account for all leases under one single
accounting model (except  for short-term or low-value asset lease
exemptions), which is for lessees to recognize right-of-use assets and lease
liabilities on the balance sheet and the depreciation expense and interest
expense associated with those leases in the consolidated statements of
comprehensive income. Besides, lessors’ classification remains unchanged
as operating or finance leases, but additional disclosure information is
required.

(b) IFRIC 23 “Uncertainty Over Income Tax Treatments”

The Interpretation clarifies application of recognition and measurement
requirements in IAS 12 “Income Taxes” when there is uncertainty over
income tax treatments.
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(c) IAS 28“Investment in Associates and Joint Ventures” — Amendments to
IAS 28

The amendments clarify that an entity applies IFRS 9 to long-term interests
in an associate or joint venture that form part of the net investment in the
associate or joint venture before it applies IAS 28, and in applying IFRS 9,
does not take account of any adjustments that arise from applying IAS 28.

(d) Prepayment Features with Negative Compensation (Amendments to IFRS
9)

The amendment allows financial assets with prepayment features that
permit or require a party to a contract either to pay or receive reasonable
compensation for the early termination of the contract, to be measured at
amortized cost or at fair value through other comprehensive income.

(e) Improvements to International Financial Reporting Standards (2015-2017
cycle):

IFRS 3 “Business Combinations”

The amendments clarify that an entity that has joint control of a joint
operation shall remeasure its previously held interest in a joint operation
when it obtains control of the business.

IFRS 11 “Joint Arrangements”

The amendments clarify that an entity that participates in, but does not have
joint control of, a joint operation does not remeasure its previously held
interest in a joint operation when it obtains joint control of the business.

IAS 12 “Income Taxes”

The amendments clarify that an entity shall recognize the income tax
consequences of dividends in profit or loss, other comprehensive income or
equity according to where the entity originally recognized those past
transactions or events.
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IAS 23 “Borrowing Costs”

The amendments clarify that an entity should treats as part of general
borrowings any borrowing made specifically to obtain an asset when the
asset is ready for its intended use or sale.

(f) Plan Amendment, Curtailment or Settlement (Amendments to IAS 19)

The amendments clarify that when a change in a defined benefit plan is
made (such as amendment, curtailment or settlement, etc.), the entity should
use the updated assumptions to remeasure its net defined benefit liability or
asset.

The abovementioned standards and interpretations were issued by IASB
and endorsed by FSC so that they are applicable for annual periods
beginning on or after 1 January 2019. Apart from item (1) explained below,
the remaining standards and interpretations have no material impact on the
Company.

(1) IFRS 16 “Leases”

IFRS 16 “Leases” replaces 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”. The impact arising from the adoption
of IFRS 16 on the Company are summarized as follows:

A. For the definition of a lease, the Company elects not to reassess whether
a contract is, or contains, a lease at the date of initial application (1
January 2019) in accordance with the transition provision in IFRS 16.
Instead, the Company is permitted to apply IFRS 16 to contracts that
were previously identified as leases applying IAS 17 and IFRIC 4 but
not to apply IFRS 16 to contracts that were not previously identified as
containing a lease applying IAS 17 and IFRIC 4.

The Company is a lessee and elects not to restate comparative
information in accordance with the transition provision in IFRS 16.
Instead, the Company recognizes the cumulative effect of initially
applying IFRS 16 as an adjustment to the opening balance of retained
earnings (or other component of equity, as appropriate) at the date of
initial application.

- 297 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

21

(a) Leases classified as operating leases
For leases that were classified as operating leases applying IAS
17, the Company expects to measure and recognize those leases
as lease liability on 1 January 2019 at the present value of the
remaining lease payments, discounted using the lessee’s
incremental borrowing rate on 1 January 2019; and the Company
chooses, on a lease-by-lease basis, to measure the right-of-use
asset at either:

i. its carrying amount as if IFRS 16 had been applied since the
commencement date, but discounted using the lessee’s incremental
borrowing rate on 1 January 2019; or

ii. an amount equal to the lease liability, adjusted by the amount of
any prepaid or accrued lease payments relating to that lease
recognized in the balance sheet immediately before 1 January 2019.

The Company expects the right-of-use asset will increase by NT$3,956
thousand and the lease liability will increase by NT$3,956 thousand on
1 January 2019.

B. The additional disclosures of lessee and lessor required by IFRS 16 will be
disclosed in the relevant notes.

(3) Standards or interpretations issued, revised or amended, by IASB but not yet
endorsed by FSC at the date of issuance of the Company’s financial statements
are listed below.

Items New, Revised or Amended Standards and Interpretations Effective Date
issued by IASB

IFRS 10 “Consolidated Financial Statements” and IAS 28
“Investments in Associates and Joint Ventures” — Sale
or Contribution of Assets between an Investor and its
Associate or Joint Ventures

To be determined
by IASB

b IFRS 17 “Insurance Contracts” 1 January 2021
c Definition of a Business (Amendments to IFRS 3) 1 January 2020
d Definition of Material  (Amendments to IAS 1 and 8) 1 January 2020

(a) IFRS 10“Consolidated Financial Statements” and IAS 28“Investments in
Associates and Joint Ventures” — Sale or Contribution of Assets between
an Investor and its Associate or Joint Ventures

- 298 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

22

The amendments address the inconsistency between the requirements in
IFRS 10 Consolidated Financial Statements and IAS 28 Investments in
Associates and Joint Ventures, in dealing with the loss of control of a
subsidiary that is contributed to an associate or a joint venture. IAS 28
restricts gains and losses arising from contributions of non-monetary assets
to an associate or a joint venture to the extent of the interest attributable to
the other equity holders in the associate or joint ventures. IFRS 10 requires
full profit or loss recognition on the loss of control of the subsidiary. IAS
28 was amended so that the gain or loss resulting from the sale or
contribution of assets that constitute a business as defined in IFRS 3
between an investor and its associate or joint venture is recognized in full.

IFRS 10 was also amended so that the gains or loss resulting from the sale
or contribution of a subsidiary that does not constitute a business as defined
in IFRS 3 between an investor and its associate or joint venture is
recognized only to the extent of the unrelated investors’ interests in the
associate or joint venture.

(b) IFRS 17 “Insurance Contracts”

IFRS 17 provides a comprehensive model for insurance contracts, covering
all relevant accounting aspects (including recognition, measurement,
presentation and disclosure requirements). The core of IFRS 17 is the
General (building block) Model, under this model, on initial recognition, an
entity shall measure a group of insurance contracts at the total of the
fulfilment cash flows and the contractual service margin. The fulfilment
cash flows comprise of the following:

(1)  estimates of future cash flows
(2) discount rate: an adjustment to reflect the time value of money and the

financial risks related to the future cash flows, to the extent that the
financial risks are not included in the estimates of the future cash flows

(3)  a risk adjustment for non-financial risk
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The carrying amount of a group of insurance contracts at the end of each
reporting period shall be the sum of the liability for remaining coverage and
the liability for incurred claims. Other than the General Model, the standard
also provides a specific adaptation for contracts with direct participation
features (the Variable Fee Approach) and a simplified approach mainly for
short-duration contracts (Premium Allocation Approach).

(c) Definition of a Business (Amendments to IFRS 3)

The amendments clarify the definition of a business in IFRS 3 Business
Combinations. The amendments are intended to assist entities to determine
whether a transaction should be accounted for as a business combination or
as an asset acquisition.

IFRS 3 continues to adopt a market participant’s perspective to determine
whether an acquired set of activities and assets is a business. The
amendments clarify the minimum requirements for a business; add
guidance to help entities assess whether an acquired process is substantive;
and narrow the definitions of a business and of outputs; etc.

(d) Definition of Material (Amendments to IAS 1 and 8)

The main amendment is to clarify new definition of material. It states that
“information is material if omitting, misstating or obscuring it could
reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those financial
statements, which provide financial information about a specific reporting
entity.”

The abovementioned standards and interpretations issued by IASB have not yet
been endorsed by FSC at the date when the Company’s financial statements were
authorized for issue, the local effective dates are to be determined by FSC. All
the standards and interpretations have no material impact on the Company.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Statement of Compliance

The Parent Company Only Financial Statements of the Company for the years
ended 31 December 2018 and 2017 have been prepared in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities
Issuers (“the Regulations”), IFRSs, IASs, IFRIC and SIC, which are endorsed
by the FSC (collectively referred to as “TIFRSs”).

(2) Basis of Preparation

The Company prepared parent company only financial statements in
accordance with Article 21 of the Regulations, which provided that the profit
or loss and other comprehensive income for the period presented in the parent
company only financial statements shall be the same as the profit or loss and
other comprehensive income attributable to stockholders of the parent
presented in the consolidated financial statements for the period, and the total
equity presented in the parent company only financial statements shall be the
same as the equity attributable to the parent company presented in the
consolidated financial statements. Therefore, the Company accounted for its
investments in subsidiaries using equity method and, accordingly, made
necessary adjustments.

The parent company only financial statements have been prepared on a
historical cost basis, except for financial instruments that have been measured
at fair value. The parent company only financial statements are expressed in
thousands of New Taiwan Dollars (“$”) unless otherwise stated.

(3) Foreign Currency Transactions

The parent company only financial statements of the Company are presented in
NT$, which is also the Company’s functional currency.

Transactions in foreign currencies are initially recorded by the Company at
functional currency rates prevailing at the transaction date. Monetary assets and
liabilities denominated in foreign currencies are translated at the functional
currency closing rates of exchange at the reporting date. Non-monetary items
measured at fair value in foreign currencies are translated using the exchange
rates at the date when the fair value is determined. Non-monetary items that are
measured at historical cost in foreign currencies are translated using the
exchange rates as at the dates of the initial transactions.
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All exchange differences arising on the settlement of monetary items or on
translating monetary items are taken to profit or loss in the period in which they
arise except for the following:

(a) Exchange differences arising from foreign currency borrowings for an
acquisition of a qualifying asset to the extent that they are regarded as an
adjustment to interest costs are included in the borrowing costs that are
eligible for capitalization.

(b) Foreign currency items within the scope of IFRS 9 Financial Instruments
(Before 1 January 2018: IAS 39 Financial Instruments: Recognition and
Measurement) are accounted for based on the accounting policy for
financial instruments.

(c) Exchange differences arising on a monetary item that forms part of a
reporting entity’s net investment in a foreign operation is recognized
initially in other comprehensive income and reclassified from equity to
profit or loss on disposal of the net investment.

When a gain or loss on a non-monetary item is recognized in other
comprehensive income, any exchange component of that gain or loss is
recognized in other comprehensive income. When a gain or loss on a non-
monetary item is recognized in profit or loss, any exchange component of
that gain or loss is recognized in profit or loss.

(4) Translation of foreign currency financial statements

The assets and liabilities of foreign operations are translated into NT$ at the
closing rate of exchange prevailing at the reporting date and their income and
expenses are translated at an average rate for the period. The exchange
differences arising on the translation are recognized in other comprehensive
income. On the disposal of a foreign operation, the cumulative amount of the
exchange differences relating to that foreign operation, recognized in other
comprehensive income and accumulated in the separate component of equity, is
reclassified from equity to profit or loss when the gain or loss on disposal is
recognized. The following partial disposals are accounted for as disposals:

(a) when the partial disposal involves the loss of control of a subsidiary that
includes a foreign operation; and

(b) when the retained interest after the partial disposal of an interest in a joint
arrangement or a partial disposal of an interest in an associate that includes
a foreign operation is a financial asset that includes a foreign operation
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On the partial disposal of a subsidiary that includes a foreign operation that does
not result in a loss of control, the proportionate share of the cumulative amount
of the exchange differences recognized in other comprehensive income is re-
attributed to the non-controlling interests in that foreign operation. In partial
disposal of an associate or joint arrangement that includes a foreign operation
that does not result in a loss of significant influence or joint control, only the
proportionate share of the cumulative amount of the exchange differences
recognized in other comprehensive income is reclassified to profit or loss.

Any goodwill and any fair value adjustments to the carrying amounts of assets
and liabilities arising on the acquisition of a foreign operation are treated as
assets and liabilities of the foreign operation and expressed in its functional
currency.

(5) Current and non-current distinction

An asset is classified as current when:
(a) The Company expects to realize the asset, or intends to sell or consume it,

in its normal operating cycle
(b) The Company holds the asset primarily for the purpose of trading
(c) The Company expects to realize the asset within twelve months after the

reporting period
(d) The asset is cash or 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.

All other assets are classified as non-current.

A liability is classified as current when:
(a) The Company expects to settle the liability in its normal operating cycle
(b) The Company holds the liability primarily for the purpose of trading
(c) The liability is due to be settled within twelve months after the reporting

period
(d) The Company does not have an unconditional right to defer settlement of the

liability for at least twelve months after the reporting period. Terms of a
liability that could, at the option of the counterparty, result in its settlement
by the issue of equity instruments do not affect its classification.

All other liabilities are classified as non-current.
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(6) Cash and cash equivalents

Cash and cash equivalents comprises cash on hand, demand deposits and short-
term, highly liquid time deposits (including ones that have maturity within 3
months) or investments that are readily convertible to known amounts of cash
and which are subject to an insignificant risk of changes in value.

(7) Financial Instruments

Financial assets and financial liabilities are recognized when the Company
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities within the scope of IFRS 9 Financial
Instruments (Before 1 January 2018: IAS 39 Financial Instruments: Recognition
and Measurement) are recognized initially at fair value plus or minus, in the case
of investments not at fair value through profit or loss, directly attributable
transaction costs.

(1)Financial instruments: Recognition and Measurement

The accounting policy from 1 January 2018 is as follows:

The Company accounts for regular way purchase or sales of financial assets on
the trade date.

The Company classified financial assets as subsequently measured at amortized
cost, fair value through other comprehensive income or fair value through profit
or loss considering both factors below:

A. the Company’s business model for managing the financial assets and

B. the contractual cash flow characteristics of the financial asset.

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if both of the following
conditions are met and presented as note receivables, trade receivables financial
assets measured at amortized cost and other receivables etc., on balance sheet
as at the reporting date:

- 304 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

28

(a) The financial asset is held within a business model whose objective is to
hold financial assets in order to collect contractual cash flows and

(b) The contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the
principal amount outstanding.

Such financial assets are subsequently measured at amortized cost (the amount
at which the financial asset is measured at initial recognition minus the principal
repayments, plus or minus the cumulative amortization using the effective
interest method of any difference between the initial amount and the maturity
amount and adjusted for any loss allowance) and is not part of a hedging
relationship. A gain or loss is recognized in profit or loss when the financial
asset is derecognized, through the amortization process or in order to recognize
the impairment gains or losses.

Interest revenue is calculated by using the effective interest method. This is
calculated by applying the effective interest rate to the gross carrying amount of
a financial asset except for:

(a) purchased or originated credit-impaired financial assets. For those
financial assets, the Company applies the credit-adjusted effective interest
rate to the amortized cost of the financial asset from initial recognition.

(b) financial assets that are not purchased or originated credit-impaired
financial assets but subsequently have become credit-impaired financial
assets. For those financial assets, the Company applies the effective
interest rate to the amortized cost of the financial asset in subsequent
reporting periods.

Financial asset measured at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive income
if both of the following conditions are met:

(a) the financial asset is held within a business model whose objective is
achieved by both collecting contractual cash flows and selling financial
assets and

(b) the contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal
amount outstanding.
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Recognition of gain or loss on a financial asset measured at fair value through
other comprehensive income are described as below:

(a) A gain or loss on a financial asset measured at fair value through other
comprehensive income recognized in other comprehensive income, except
for impairment gains or losses and foreign exchange gains and losses, until
the financial asset is derecognized or reclassified.

(b) When the financial asset is derecognized the cumulative gain or loss
previously recognized in other comprehensive income is reclassified from
equity to profit or loss as a reclassification adjustment.

(c) Interest revenue is calculated by using the effective interest method. This is
calculated by applying the effective interest rate to the gross carrying
amount of a financial asset except for:

(i) purchased or originated credit-impaired financial assets. For those
financial assets, the Company applies the credit-adjusted effective
interest rate to the amortized cost of the financial asset from initial
recognition.

(ii)financial assets that are not purchased or originated credit-impaired
financial assets but subsequently have become credit-impaired financial
assets. For those financial assets, the Company applies the effective
interest rate to the amortized cost of the financial asset in subsequent
reporting periods.

In addition, for certain equity investments within the scope of IFRS 9 that is
neither held for trading nor contingent consideration recognized by an acquirer
in a business combination to which IFRS 3 applies, the Company made an
irrevocable election to present the changes of the fair value in other
comprehensive income at initial recognition. Amounts presented in other
comprehensive income shall not be subsequently transferred to profit or loss
(when disposal of such equity instrument, its cumulated amount included in
other components of equity is transferred directly to the retained earnings) and
these investments should be presented as financial assets measured at fair value
through other comprehensive income on the balance sheet. Dividends on such
investment are recognized in profit or loss unless the dividends clearly
represents a recovery of part of the cost of investment.
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Financial assets at fair value through profit or loss

Financial assets were classified as measured at amortized cost or measured
at fair value through other comprehensive income based on aforementioned
criteria. All other financial assets were measured at fair value through profit
or loss and presented on the balance sheet as financial assets measured at fair
value through profit or loss.

Such financial assets are measured at fair value, the gains or losses resulting
from remeasurement is recognized in profit or loss which includes any
dividend or interest received on such financial assets.

The accounting policy before 1 January 2018 as follow:

The Company accounts for regular way purchase or sales of financial assets
on the trade date.

Financial assets of the Company are classified as financial assets at fair value
through profit or loss, held-to-maturity investments, available-for-sale
financial assets and loans and receivables. The Company determines the
classification of its financial assets at initial recognition.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets
held for trading and financial assets designated as at fair value through profit
or loss. A financial asset is classified as held for trading if:

i. it is acquired or incurred principally for the purpose of selling or
repurchasing it in the near term

ii. on initial recognition it is part of a portfolio of identified financial
instruments that are managed together and for which there is evidence
of a recent actual pattern of short-term profit-taking

iii. it is a derivative (except for a derivative that is a financial guarantee
contract or a designated and effective hedging instrument)
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If a contract contains one or more embedded derivatives, the entire hybrid
(combined) contract may be designated as a financial asset at fair value
through profit or loss; or a financial asset may be designated as at fair value
through profit or loss when doing so results in more relevant information,
because either:

i. it eliminates or significantly reduces a measurement or recognition
inconsistency; or

ii. a group of financial assets, financial liabilities or both is managed and
its performance is evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy, and information
about the Company is provided internally on that basis to the key
management personnel.

Financial assets at fair value through profit or loss are measured at fair value
with changes in fair value recognized in profit or loss. Dividends or interests
on financial assets at fair value through profit or loss are recognized in profit
or loss (including those received during the period of initial investment).

If financial assets do not have quoted prices in an active market and their fair
value cannot be reliably measured, then they are classified as financial assets
measured at cost on balance sheet and carried at cost net of accumulated
impairment losses, if any, as at the reporting date.

Available-for-sale financial assets

Available-for-sale investments are non-derivative financial assets that are
designated as available-for-sale or those not classified as financial assets at
fair value through profit or loss, held-to-maturity financial assets, or loans
and receivables.

Foreign exchange gains and losses and interest calculated using the effective
interest method relating to monetary available-for-sale financial assets, or
dividends on an available-for-sale equity instrument, are recognized in profit
or loss. Subsequent measurement of available-for-sale financial assets at fair
value is recognized in equity until the investment is derecognized, at which
time the cumulative gain or loss is recognized in profit or loss.
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If equity instrument investments do not have quoted prices in an active market
and their fair value cannot be reliably measured, then they are classified as
financial assets measured at cost on balance sheet and carried at cost net of
accumulated impairment losses, if any, as at the reporting date.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market other than those
that the Company upon initial recognition designates as available for sale,
classified as at fair value through profit or loss, or those for which the holder
may not recover substantially all of its initial investment.

Loans and receivables are separately presented on the balance sheet as
receivables or bond investments for which no active market exists. After initial
measurement, such financial assets are subsequently measured at amortized
cost using the effective interest rate method, less impairment. Amortized cost
is calculated by taking into account any discount or premium on acquisition
and fee or transaction costs. The effective interest method amortization is
recognized in profit or loss.

(2) Impairment of financial assets

The accounting policy from 1 January 2018 is as follows:

The Company recognizes a loss allowance for expected credit losses on
debt instrument investments measured at fair value through other
comprehensive income and financial asset measured at amortized cost. The
loss allowance on debt instrument investments measured at fair value
through other comprehensive income is recognized in other comprehensive
income and not reduce the carrying amount in the statement of financial
position.

The Company measures expected credit losses of a financial instrument in
a way that reflects:

A. an unbiased and probability-weighted amount that is determined by
evaluating a range of possible outcomes

B. the time value of money

C. reasonable and supportable information that is available without undue
cost or effort at the reporting date about past events, current conditions
and forecasts of future economic conditions
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The loss allowance is measured as follows:

A. At an amount equal to 12-month expected credit losses: the credit risk
on a financial asset has not increased significantly since initial
recognition or the financial asset is determined to have low credit risk
at the reporting date. In addition, the Company measures the loss
allowance at an amount equal to lifetime expected credit losses in the
previous reporting period, but determines at the current reporting date
that the credit risk on a financial asset has increased significantly since
initial recognition is no longer met.

B. At an amount equal to the lifetime expected credit losses: the credit risk
on a financial asset has increased significantly since initial recognition
or financial asset that is purchased or originated credit-impaired
financial asset.

C. For trade receivables or contract assets arising from transactions within
the scope of IFRS 15, the Company measures the loss allowance at an
amount equal to lifetime expected credit losses.

At each reporting date, the Company needs to assess whether the credit risk
on a financial asset has increased significantly since initial recognition by
comparing the risk of a default occurring at the reporting date and the risk
of default occurring at initial recognition. Please refer to Note 12 for further
details on credit risk.

The accounting policy before 1 January 2018 is as follows:

The Company assesses at each reporting date whether there is any objective
evidence that a financial asset other than the financial assets at fair value
through profit or loss is impaired. A financial asset is deemed to be impaired
if, and only if, there is objective evidence of impairment as a result of one or
more loss events that has occurred after the initial recognition of the asset and
that loss event has an impact on the estimated future cash flows of the financial
asset. The carrying amount of the financial asset impaired, other than
receivables impaired which are reduced through the use of an allowance
account, is reduced directly and the amount of the loss is recognized in profit
or loss.
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A significant or prolonged decline in the fair value of an available-for-sale
equity instrument below its cost is considered a loss event.

Other loss events include:

i significant financial difficulty of the issuer or obligor
ii. a breach of contract, such as a default or delinquency in interest or

principal payments
iii. it becoming probable that the borrower will enter bankruptcy or other

financial reorganization
iv. the disappearance of an active market for that financial asset because of

financial difficulties

For held-to-maturity financial assets and loans and receivables measured at
amortized cost, the Company first assesses individually whether objective
evidence of impairment exists individually for financial asset that are
individually significant, or collectively for financial assets that are not
individually significant. If the Company determines that no objective
evidence of impairment exits for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively assesses them for
impairment. If there is objective evidence that an impairment loss has been
incurred, the amount of the loss is measured as the difference between the
assets carrying amount and the present value of estimated future cash flows.
The present value of the estimated future cash flows is discounted at the
financial assets original effective interest rate. If a loan has a variable
interest rate, the discount rate for measuring any impairment loss is the
current effective interest rate. Interest income is accrued based on the
reduced carrying amount of the asset, using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment
loss.

Receivables together with the associated allowance are written off when
there is no realistic prospect of future recovery. If, in a subsequent year, the
amount of the estimated impairment loss increases or decreases because of
an event occurring after the impairment was recognized, the previously
recognized impairment loss is increased or reduced by adjusting the
allowance account. If a future write-off is later recovered, the recovery is
credited to profit or loss.
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In the case of equity investments classified as available-for-sale, where
there is evidence of impairment, the cumulative loss, measured as the
difference between the acquisition cost and the current fair value, less any
impairment loss on that investment previously recognized in profit or loss,
is reclassified from equity to profit or loss. Impairment losses on equity
investments are not reversed through profit or loss; increases in their fair
value after impairment are recognized directly in other comprehensive
income.

In the case of debt instruments classified as available-for-sale, the amount
recorded for impairment is the cumulative loss measured as the difference
between the amortized cost and the current fair value, less any impairment
loss on that investment previously recognized in profit or loss. Future
interest income continues to be accrued based on the reduced carrying
amount of the asset, using the rate of interest used to discount the future
cash flows for the purpose of measuring the impairment loss. The interest
income is recognized in profit or loss. If, in a subsequent year, the fair value
of a debt instrument increases and the increase can be objectively related to
an event occurring after the impairment loss was recognized in profit or
loss, the impairment loss is reversed through profit or loss.

 (3) Derecognition of financial assets

A financial asset is derecognized when:

i. The rights to receive cash flows from the asset have expired.
ii.  The Company has transferred the asset and substantially all the risks

and rewards of the asset have been transferred.
iii. The Company has neither transferred nor retained substantially all the

risks and rewards of the asset, but has transferred control of the asset.

On derecognition of a financial asset in its entirety, the difference between
the carrying amount and the consideration received or receivable including
any cumulative gain or loss that had been recognized in other
comprehensive income, is recognized in profit or loss.
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(4) Financial liabilities and equity

Classification between liabilities or equity

The Company classifies the instrument issued as a financial liability or an
equity instrument in accordance with the substance of the contractual
arrangement and the definitions of a financial liability, and an equity
instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the
assets of an entity after deducting all of its liabilities. The transaction costs
of an equity transaction are accounted for as a deduction from equity (net
of any related income tax benefit) to the extent they are incremental costs
directly attributable to the equity transaction that otherwise would have
been avoided.

Compound instruments

The Company evaluates the terms of the convertible bonds issued to
determine whether it contains both a liability and an equity component.
Furthermore, the Company assesses if the economic characteristics and
risks of the put and call options contained in the convertible bonds are
closely related to the economic characteristics and risk of the host contract
before separating the equity element.

For the liability component excluding the derivatives, its fair value is
determined based on the rate of interest applied at that time by the market
to instruments of comparable credit status. The liability component is
classified as a financial liability measured at amortized cost before the
instrument is converted or settled.

- 313 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

37

For the embedded derivative that is not closely related to the host contract
(for example, if the exercise price of the embedded call or put option is not
approximately equal on each exercise date to the amortized cost of the host
debt instrument), it is classified as a liability component and subsequently
measured at fair value through profit or loss unless it qualifies for an equity
component. The equity component is assigned the residual amount after
deducting from the fair value of the instrument as a whole the amount
separately determined for the liability component. Its carrying amount is
not remeasured in the subsequent accounting periods. If the convertible
bond issued does not have an equity component, it is accounted for as a
hybrid instrument in accordance with the requirements under IFRS 9
Financial Instruments (before 1 January 2018: IAS 39 Financial
Instruments: Recognition and Measurement).

Transaction costs are apportioned between the liability and equity
components of the convertible bond based on the allocation of proceeds to
the liability and equity components when the instruments are initially
recognized.

On conversion of a convertible bond before maturity, the carrying amount
of the liability component being the amortized cost at the date of conversion
is transferred to equity.

Financial liabilities

Financial liabilities within the scope of IFRS 9 Financial Instruments
(before 1 January 2018: IAS 39 Financial Instruments: Recognition and
Measurement) are classified as financial liabilities at fair value through
profit or loss or financial liabilities measured at amortized cost upon initial
recognition.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial
liabilities held for trading and financial liabilities designated upon initial
recognition as at fair value through profit or loss. A financial liability is
classified as held for trading if:
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i. it is acquired or incurred principally for the purpose of selling or
repurchasing it in the near term

ii. on initial recognition it is part of a portfolio of identified financial
instruments that are managed together and for which there is evidence
of a recent actual pattern of short-term profit-taking

iii. it is a derivative (except for a derivative that is a financial guarantee
contract or a designated and effective hedging instrument)

If a contract contains one or more embedded derivatives, the entire hybrid
(combined) contract may be designated as a financial liability at fair value
through profit or loss; or a financial liability may be designated as at fair
value through profit or loss when doing so results in more relevant
information, because either:

i. it eliminates or significantly reduces a measurement or recognition
inconsistency; or

ii. a group of financial assets, financial liabilities or both is managed and
its performance is evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy, and information
about the Company is provided internally on that basis to the key
management personnel.

Gains or losses on the subsequent measurement of liabilities at fair value
through profit or loss including interest paid are recognized in profit or loss.

Before 1 January 2018, if the financial liabilities at fair value through profit
or loss do not have quoted prices in an active market and their fair value
cannot be reliably measured, then they are classified as financial liabilities
measured at cost on balance sheet and carried at cost as at the reporting
date.

Financial liabilities at amortized cost

Financial liabilities measured at amortized cost include interest bearing
loans and borrowings that are subsequently measured using the effective
interest rate method after initial recognition. Gains and losses are
recognized in profit or loss when the liabilities are derecognized as well as
through the effective interest rate method amortization process.

Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees or transaction costs.
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Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability
is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability
are substantially modified (whether or not attributable to the financial
difficulty of the debtor), such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability,
and the difference in the respective carrying amounts and the consideration
paid, including any non-cash assets transferred or liabilities assumed, is
recognized in profit or loss.

(5) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
reported in the balance sheet if, and only if, there is a currently enforceable
legal right to offset the recognized amounts and there is an intention to settle
on a net basis, or to realize the assets and settle the liabilities simultaneously.

(8) Derivative instrument

The Company uses derivative instruments to hedge its foreign currency risks
and interest rate risks. A derivative is classified in the balance sheet as financial
assets or liabilities at fair value through profit or loss (held for trading) except
for derivatives that are designated effective hedging instruments which are
classified as derivative financial assets or liabilities for hedging.

Derivative financial instruments are initially recognized at fair value on the date
on which a derivative contract is entered into and are subsequently remeasured
at fair value. Derivatives are carried as financial assets when the fair value is
positive and as financial liabilities when the fair value is negative. Any gains or
losses arising from changes in the fair value of derivatives are taken directly to
profit or loss, except for the effective portion of cash flow hedges, which is
recognized in equity.
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Before 1 January 2018, derivatives embedded in host contracts are accounted
for as separate derivatives and recorded at fair value if their economic
characteristics and risks are not closely related to those of the host contracts and
the host contracts are not held for trading or designated at fair value though
profit or loss. These embedded derivatives are separated from the host contract
and accounted for as a derivative. The aforementioned policy are applicable to
host contracts as financial liabilities or non-financial assets since 1 January
2018.

(9) Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the
measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:

(a) In the principal market for the asset or liability, or
(b) In the absence of a principal market, in the most advantageous market for

the asset or liability

The principal or the most advantageous market must be accessible to by the
Company.

The fair value of an asset or a liability is measured using the assumptions that
market participants would use when pricing the asset or liability, assuming that
market participants in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its
highest and best use or by selling it to another market participant that would use
the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure fair value,
maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.
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(10) Inventories

Inventories are valued at lower of cost and net realizable value item by item.

Costs incurred in bringing each inventory to its present location and condition
are accounted for as follows:

Raw materials – Purchase cost on a weighted average basis

Finished goods and work in progress – Cost of direct materials and labor and a
proportion of manufacturing overheads based on normal operating capacity but
excluding borrowing costs.

Net realizable value is the estimated selling price in the ordinary course of
business, less estimated costs of completion and the estimated costs necessary
to make the sale.

Starting from 1 January 2018, rendering of services is accounted in accordance
with IFRS 15 and not within the scope of inventories.

(11) Investments accounted for under the equity method

The Company prepared parent company only financial statements in accordance
with Article 21 of the Regulations, which provided that the profit or loss and
other comprehensive income for the period presented in the parent company
only financial statements shall be the same as the profit or loss and other
comprehensive income attributable to stockholders of the parent presented in
the consolidated financial statements for the period, and the total equity
presented in the parent company only financial statements shall be the same as
the equity attributable to the parent company presented in the consolidated
financial statements. Therefore, the Company accounted for its investments in
subsidiaries using equity method and, accordingly, made necessary adjustments.
The adjustments took into consideration how the subsidiaries should be
accounted for in accordance with IFRS 10 and the different extent to each
reporting entity IFRS applies. The adjustments are made by debiting or crediting
“Investments accounted for under the equity method”, “share of profit or loss of
associates and joint ventures accounted for under equity method”, and “share of
other comprehensive income of associates and joint ventures accounted for
using the equity method”.
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The Company’s investment in its associate is accounted for using the equity
method other than those that meet the criteria to be classified as held for sale.
An associate is an entity over which the Company has significant influence.

Under the equity method, the investment in the associate is carried in the balance
sheet at cost and adjusted thereafter for the post-acquisition change in the
Company’s share of net assets of the associate. After the interest in the associate
is reduced to zero, additional losses are provided for, and a liability is
recognized, only to the extent that the Company has incurred legal or
constructive obligations or made payments on behalf of the associate.
Unrealized gains and losses resulting from transactions between the Company
and the associate are eliminated to the extent of the Company’s related interest
in the associate.

When changes in the net assets of an associate occur and not those that are
recognized in profit or loss or other comprehensive income and do not affects
the Company’s percentage of ownership interests in the associate, the Company
recognizes such changes in equity based on its percentage of ownership
interests. The resulting capital surplus recognized will be reclassified to profit
or loss at the time of disposing the associate on a pro-rata basis.

When the associate issues new stock, and the Company’s interest in an associate
or a joint venture is reduced or increased as the Company fails to acquire shares
newly issued in the associate or joint venture proportionately to its original
ownership interest, the increase or decrease in the interest in the associate or
joint venture is recognized in additional paid-in capital and investment
accounted for using the equity method. When the interest in the associate or
joint venture is reduced, the cumulative amounts previously recognized in other
comprehensive income are reclassified to profit or loss or other appropriate
items. The aforementioned capital surplus recognized is reclassified to profit or
loss on a pro rata basis when the Company disposes the associate or joint
venture.

The financial statements of the associate are prepared for the same reporting
period as the Company. Where necessary, adjustments are made to bring the
accounting policies in line with those of the Company.
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The Company determines at each reporting date whether there is any objective
evidence that the investment in the associate or an investment in a joint venture
is impaired in accordance with IAS 28 Investments in Associates and Joint
Ventures (before 1 January 2018: IAS 39 Financial Instruments: Recognition
and Measurement). If this is the case the Company calculates the amount of
impairment as the difference between the recoverable amount of the associate
or joint venture and its carrying value and recognizes the amount in the ‘share
of profit or loss of an associate’ in the statement of comprehensive income in
accordance with IAS 36 Impairment of Assets. In determining the value in use
of the investment, the Company estimates:

(a) Its share of the present value of the estimated future cash flows expected to
be generated by the associate, including the cash flows from the operations
of the associate and the proceeds on the ultimate disposal of the investment;
or

(b) The present value of the estimated future cash flows expected to arise from
dividends to be received from the investment and from its ultimate disposal.

Because goodwill that forms part of the carrying amount of an investment in an
associate is not separately recognized, it is not tested for impairment separately
by applying the requirements for impairment testing goodwill in IAS 36
Impairment of Assets.

Upon loss of significant influence over the associate, the Company measures
and recognizes any retaining investment at its fair value. Any difference
between the carrying amount of the associate upon loss of significant influence
and the fair value of the retaining investment and proceeds from disposal is
recognized in profit or loss.

The Company recognizes its interest in the jointly controlled entities using the
equity method other than those that meet the criteria to be classified as held for
sale. A jointly controlled entity is a joint venture that involves the establishment
of a corporation, partnership or other entity.
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(12) Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation
and accumulated impairment losses, if any. Such cost includes the cost of
dismantling and removing the item and restoring the site on which it is located
and borrowing costs for construction in progress if the recognition criteria are
met. 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 is depreciated separately. When
significant parts of property, plant and equipment are required to be replaced in
intervals, the Company recognized such parts as individual assets with specific
useful lives and depreciation, respectively. The carrying amount of those parts
that are replaced is derecognized in accordance with the derecognition
provisions of IAS 16 Property, plant and equipment. When a major inspection
is performed, its cost is recognized in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other
repair and maintenance costs are recognized in profit or loss as incurred.

Depreciation is calculated on a straight-line basis over the estimated economic
lives of the following assets:

Items Useful Lives

Buildings 5�54 years

Machinery and equipment 4�10 years

Transportation equipment 5 years
Furniture, fixtures and equipment 2�5 years

Other equipment 2�6 years

An item of property, plant and equipment and any significant part initially
recognized is derecognized upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset is recognized in profit or loss.

The assets’ residual values, useful lives and methods of depreciation are
reviewed at each financial year end and adjusted prospectively, if appropriate.
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(13) Leases

Company as a lessee

Finance leases which transfer to the Company substantially all the risks and
benefits incidental to ownership of the leased item, are capitalized at the
commencement of the lease at the fair value of the leased property or, if lower,
at the present value of the minimum lease payments. Lease payments are
apportioned between finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are recognized in profit or loss.

A leased asset is depreciated over the useful life of the asset. However, if there
is no reasonable certainty that the Company will obtain ownership by the end of
the lease term, the asset is depreciated over the shorter of the estimated useful
life of the asset and the lease term.

Operating lease payments are recognized as an expense on a straight-line basis
over the lease term.

Company as a lessor

Leases in which the Company does not transfer substantially all the risks and
benefits of ownership of the asset are classified as operating leases. Initial direct
costs incurred in negotiating an operating lease are added to the carrying amount
of the leased asset and recognized over the lease term on the same basis as rental
income. Contingent rents are recognized as revenue in the period in which they
are earned.

(14) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost.
Following initial recognition, intangible assets are carried at cost less any
accumulated amortization and accumulated impairment losses, if any. Internally
generated intangible assets, excluding capitalized development costs, are not
capitalized and expenditure is reflected in profit or loss for the year in which the
expenditure is incurred.
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The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life
and assessed for impairment whenever there is an indication that the intangible
asset may be impaired. The amortization period and the amortization method
for an intangible asset with a finite useful life is reviewed at least at the end of
each financial year. Changes in the expected useful life or the expected pattern
of consumption of future economic benefits embodied in the asset is accounted
for by changing the amortization period or method, as appropriate, and are
treated as changes in accounting estimates.

Intangible assets with indefinite useful lives are not amortized, but are tested for
impairment annually, either individually or at the cash-generating unit level.
The assessment of indefinite life is reviewed annually to determine whether the
indefinite life continues to be supportable. If not, the change in useful life from
indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured
as the difference between the net disposal proceeds and the carrying amount of
the asset and are recognized in profit or loss when the asset is derecognized.

A summary of the policies applied to the Company’s intangible assets is as
follows:

Trademarks Computer software
Useful lives 10 years 3�5 years
Amortization method used Amortized on

a straight-line basis
Amortized on

a straight-line basis
Internally generated or acquired Acquired Acquired

(15) Impairment of non-financial assets

The Company assesses at the end of each reporting period whether there is any
indication that an asset in the scope of IAS 36 Impairment of Assets may be
impaired. If any such indication exists, or when annual impairment testing for
an asset is required, the Company estimates the asset’s recoverable amount. An
asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s
(“CGU”) fair value less costs to sell and its value in use and is determined for
an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets. Where the carrying amount of
an asset or CGU exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount.
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For assets excluding goodwill, an assessment is made at each reporting date as
to whether there is any indication that previously recognized impairment losses
may no longer exist or may have decreased. If such indication exists, the
Company estimates the asset’s or cash-generating unit’s recoverable amount. A
previously recognized impairment loss is reversed only if there has been an
increase in the estimated service potential of an asset which in turn increases the
recoverable amount. However, the reversal is limited so that the carrying
amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognized for the asset in prior years.

An impairment loss of continuing operations or a reversal of such impairment
loss is recognized in profit or loss.

(16) Post-employment benefits

All regular employees of the Company is entitled to a pension plan that is
managed by an independently administered pension fund committee. Fund
assets are deposited under the committee’s name in the specific bank account
and hence, not associated with the Company. Therefore fund assets are not
included in the Parent Company Only Financial Statements of the Company.

For the defined contribution plan, the Company will make a monthly
contribution of no less than 6% of the monthly wages of the employees subject
to the plan. The Company recognizes expenses for the defined contribution plan
in the period in which the contribution becomes due.

Post-employment benefit plan that is classified as a defined benefit plan uses
the Projected Unit Credit Method to measure its obligations and costs based on
actuarial assumptions. Re-measurements, comprising of the effect of the
actuarial gains and losses, the effect of the asset ceiling (excluding net interest)
and the return on plan assets, excluding net interest, are recognized as other
comprehensive income with a corresponding debit or credit to retained earnings
in the period in which they occur. Past service costs are recognized in profit or
loss on the earlier of:
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(a) the date of the plan amendment or curtailment, and
(b) the date that the Company recognizes restructuring-related costs

Net interest is calculated by applying the discount rate to the net defined benefit
liability or asset, both as determined at the start of the annual reporting period,
taking account of any changes in the net defined benefit liability (asset) during
the period as a result of contribution and benefit payment.

(17) Provisions

Provisions are recognized when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probably that an outflow of
resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation. Where the
Company expects some or all of a provision to be reimbursed, the
reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain. If the effect of the time value of money is
material, provisions are discounted using a current pre-tax rate that reflects the
risks specific to the liability. Where discounting is used, the increase in the
provision due to the passage of time is recognized as a finance cost.

The liability for a levy is recognised progressively if the obligating event occurs
over a period of time

Sales returns and allowances

Starting from 1 January 2018, sales returns and allowances are accounted in
accordance with IFRS 15. Before 1 January 2018, a provision has been
recognized for sales returns and allowances based on past experience and other
known factors.

(18) Treasury shares

The parent company’s own shares which are reacquired by the Company
(treasury shares) are recognized at cost and deducted from equity. Any
difference between the carrying amount and the consideration is recognized in
equity.
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(19) Revenue recognition

The accounting policy from 1 January 2018 is as follows:

The Company’s revenue arising from contracts with customers are primarily
related to sale of goods. The accounting policies are explained as follows:

Sale of goods

The Company manufactures and sells machinery. Sales are recognized when
control of the goods is transferred to the customer and the goods are delivered
to the customers. The main product of the Company are faucets and plumbing
products and revenue is recognized based on the consideration stated in the
contract. For certain sales of goods transactions, they are usually accompanied
by volume discounts (based on the accumulated total sales amount for a
specified period). Therefore, revenue from these sales is recognized based on
the price specified in the contract, net of the estimated volume discounts. So the
Company estimates the discounts using the expected value method based on
historical experiences. Revenue is only recognized to the extent that it is highly
probable that a significant reversal in the amount of cumulative revenue
recognized will not occur and when the uncertainty associated with the variable
consideration is subsequently resolved. During the period specified in the
contract, refund liability is recognized for the expected volume discounts.

The Company provides its customer with a warranty with the purchase of the
products. The warranty provides assurance that the product will operate as
expected by the customers, and the warranty is accounted for in accordance with
IAS 37.

The credit period of the Company’s sale of goods is from 7 to 150 days. For
most of the contracts, when the Company transfers the goods to customers and
has a right to an amount of consideration that is unconditional, these contracts
are recognized as trade receivables. The Company usually collects the payments
shortly after transfer of goods to customers; therefore, there is no significant
financing component to the contract.
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The accounting policy before 1 January 2018 is as follows:

Revenue is recognized to the extent that it is probable that the economic benefits
will flow to the Company and the revenue can be reliably measured. Revenue is
measured at the fair value of the consideration received or receivable. The
following specific recognition criteria must also be met before revenue is
recognized:

Sale of goods

Revenue from the sale of goods is recognized when all the following conditions
have been satisfied:

(a) the significant risks and rewards of ownership of the goods have transferred
to the buyer

(b) neither continuing managerial involvement nor effective control over the
goods sold have been retained

(c) the amount of revenue can be measured reliably
(d) it is probable that the economic benefits associated with the transaction will

flow to the entity
(e) the costs incurred or to be incurred in respect of the transaction can be

measured reliably

Interest income

For all financial assets measured at amortized cost (including loans and
receivables), interest income is recorded using the effective interest rate method
and recognized in profit or loss.

Dividends

Revenue is recognized when the Company’s right to receive the payment is
established.

(20) Borrowing cost

Borrowing costs directly attributable to the acquisition, construction or
production of an asset that necessarily takes a substantial period of time to get
ready for its intended use or sale are capitalized as part of the cost of the
respective assets. All other borrowing costs are expensed in the period they
occur. Borrowing costs consist of interest and other costs that an entity incurs in
connection with the borrowing of funds.
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(21) Government grants

Government grants are recognized where there is reasonable assurance that the
grant will be received and all attached conditions will be complied with.
Where the grant relates to an asset, it is recognized as deferred income and
released to income in equal amounts over the expected useful life of the related
asset. When the grant relates to an expense item, it is recognized as income over
the period necessary to match the grant on a systematic basis to the costs that it
is intended to compensate.

Where the Company receives non-monetary grants, the asset and the grant are
recorded gross at nominal amounts and released to the statement of
comprehensive income over the expected useful life and pattern of consumption
of the benefit of the underlying asset by equal annual installments. Where loans
or similar assistance are provided by governments or related institutions with an
interest rate below the current applicable market rate, the effect of this favorable
interest is regarded as additional government grant.

(22) Share-based payment transactions

The cost of equity-settled transactions between the Company and its subsidiaries
is recognized based on the fair value of the equity instruments granted. The fair
value of the equity instruments is determined by using an appropriate pricing
model.

The cost of equity-settled transactions is recognized, together with a
corresponding increase in other capital reserves in equity, over the period in
which the performance and/or service conditions are fulfilled. The cumulative
expense recognized for equity-settled transactions at each reporting date until
the vesting date reflects the extent to which the vesting period has expired and
the Company’s best estimate of the number of equity instruments that will
ultimately vest. The income statement expense or credit for a period represents
the movement in cumulative expense recognized as at the beginning and end of
that period.

No expense is recognized for awards that do not ultimately vest, except for
equity-settled transactions where vesting is conditional upon a market or non-
vesting condition, which are treated as vesting irrespective of whether or not the
market or non-vesting condition is satisfied, provided that all other performance
and/or service conditions are satisfied.

- 328 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

52

Where the terms of an equity-settled transaction award are modified, the
minimum expense recognized is the expense as if the terms had not been
modified, if the original terms of the award are met. An additional expense is
recognized for any modification that increases the total fair value of the share-
based payment transaction, or is otherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it vested on the date
of cancellation, and any expense not yet recognized for the award is recognized
immediately. This includes any award where non-vesting conditions within the
control of either the entity or the employee are not met.  However, if a new
award is substituted for the cancelled award, and designated as a replacement
award on the date that it is granted, the cancelled and new awards are treated as
if they were a modification of the original award, as described in the previous
paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution
in the computation of diluted earnings per share.

The cost of restricted stocks issued is recognized as salary expense based on the
fair value of the equity instruments on the grant date, together with a
corresponding increase in other capital reserves in equity, over the vesting
period. The Company recognized unearned employee salary which is a
transitional contra equity account; the balance in the account will be recognized
as salary expense over the passage of vesting period.

(23) Income Tax

Income tax expense (income) is the aggregate amount included in the
determination of profit or loss for the period in respect of current tax and
deferred tax.

Current income tax

Current income tax assets and liabilities for the current and prior periods are
measured at the amount expected to be recovered from or paid to the taxation
authorities, using the tax rates and tax laws that have been enacted or
substantively enacted by the end of the reporting period. Current income tax
relating to items recognized in other comprehensive income or directly in equity
is recognized in other comprehensive income or equity and not in profit or loss.

The income tax for undistributed earnings is recognized as income tax expense
in the subsequent year when the distribution proposal is approved at the
shareholders’ meeting.
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Deferred tax

Deferred tax is provided on temporary differences at the reporting date between
the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences,
except:

i. Where the deferred tax liability arises from the initial recognition of goodwill
or of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss

ii. In respect of taxable temporary differences associated with investments in
subsidiaries, associates and interests in joint arrangements, where the timing
of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable
future.

Deferred tax assets are recognized for all deductible temporary differences,
carry forward of unused tax credits and unused tax losses, to the extent that it is
probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused
tax losses can be utilized, except:

i. Where the deferred tax asset relating to the deductible temporary difference
arises from the initial recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss.

ii. In respect of deductible temporary differences associated with investments
in subsidiaries, associates and interests in joint arrangements, deferred tax
assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be
available against which the temporary differences can be utilized.
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Deferred tax assets and liabilities are measured at the tax rates that are expected
to apply in the year when the asset is realized or the liability is settled, based on
tax rates and tax laws that have been enacted or substantively enacted at the
reporting date. The measurement of deferred tax assets and deferred tax
liabilities reflects the tax consequences that would follow from the manner in
which the Company expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities. Deferred tax relating to
items recognized outside profit or loss is recognized outside profit or loss.
Deferred tax items are recognized in correlation to the underlying transaction
either in other comprehensive income or directly in equity.  Deferred tax assets
are reassessed at each reporting date and are recognized accordingly.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable
right exists to set off current income tax assets against current income tax
liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.

 5. SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the Company’s parent company only financial statements require
management to make judgements, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of the reporting period. However, uncertainty about
these assumption and estimate could result in outcomes that require a material
adjustment to the carrying amount of the asset or liability affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial
year are discussed below.

(a) Fair value of financial instruments

Where the fair value of financial assets and financial liabilities recorded in
the balance sheet cannot be derived from active markets, they are
determined using valuation techniques including the income approach (for
example the discounted cash flow model) or market approach. Changes in
assumptions about these factors could affect the reported fair value of the
financial instruments. Please refer to Note 12 for more details.
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(b) Impairment of Non-financial Assets

An impairment exists when the carrying value of an asset or cash generating
unit exceeds its recoverable amount, which is the higher of its fair value
less costs to sell and its value in use. The fair value less costs to sell
calculation is based on available data from binding sales transactions in an
arm’s length transaction of similar assets or observable market prices less
incremental costs that would be directly attributable to the disposal of the
asset. The value in use calculation is based on a discounted cash flow
model. The cash flows projections are derived from the budget for the next
five years and do not include restructuring activities that the Company is
not yet committed to or significant future investments that will enhance the
asset’s performance of the cash generating unit being tested. The
recoverable amount is most sensitive to the discount rate used for the
discounted cash flow model as well as the expected future cash-inflows and
the growth rate used for extrapolation purposes. The key assumptions used
to determine the recoverable amount for the different cash generating units,
including a sensitivity analysis, are further explained in Note 6.

(c) Pension benefits

The cost of post-employment benefit and the present value of the pension
obligation under defined benefit pension plans are determined using
actuarial valuations. An actuarial valuation involves making various
assumptions, including the discount rate and expected salary raise/cut or
changes. Please refer to Note 6 for more details.

(d) Share-based payment transactions

The Company measures the cost of equity-settled transactions with
employees by reference to the fair value of the equity instruments at the
date at which they are granted. Estimating fair value for share-based
payment transactions requires determining the most appropriate valuation
model, which is dependent on the terms and conditions of the grant. This
estimate also requires determining the most appropriate inputs to the
valuation model including the expected life of the share option, volatility
and dividend yield and making assumptions about them. The assumptions
and models used for estimating fair value for share-based payment
transactions are disclosed in Note 6.
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(e) Revenue recognition – sales returns and allowance

Starting from 1 January 2018:

The Company estimates sales returns and allowance based on historical
experience and other known factors at the time of sale, which reduces the
operating revenue. In assessing the aforementioned sales returns and
allowance, revenue is recognized to the extent it is highly probable that a
significant reversal in the amount of cumulative revenue recognized will
not occur. Please refer to Note 6 for more details.

(f) Income tax

Uncertainties exist with respect to the interpretation of complex tax
regulations and the amount and timing of future taxable income. Given the
wide range of international business relationships and the long-term nature
and complexity of existing contractual agreements, differences arising
between the actual results and the assumptions made, or future changes to
such assumptions, could necessitate future adjustments to tax income and
expense already recorded. The Company establishes provisions, based on
reasonable estimates, for possible consequences of audits by the tax
authorities of the respective counties in which it operates. The amount of
such provisions is based on various factors, such as experience of previous
tax audits and differing interpretations of tax regulations by the taxable
entity and the responsible tax authority. Such differences of interpretation
may arise on a wide variety of issues depending on the conditions prevailing
in the respective company's domicile.

Deferred tax assets are recognized for all carryforward of unused tax losses
and unused tax credits and deductible temporary differences to the extent
that it is probable that taxable profit will be available or there are sufficient
taxable temporary differences against which the unused tax losses, unused
tax credits or deductible temporary differences can be utilized. The amount
of deferred tax assets determined to be recognized is based upon the likely
timing and the level of future taxable profits and taxable temporary
differences together with future tax planning strategies. Please refer to Note
6 for unrecognized deferred tax assets.
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(g) Accounts receivables–estimation of impairment loss

Starting from 1 January 2018:

The Company estimates the impairment loss of accounts receivables at an
amount equal to lifetime expected credit losses. The credit loss is the
present value of the difference between the contractual cash flows that are
due under the contract (carrying amount) and the cash flows that expects to
receive (evaluate forward looking information). However, as the impact
from the discounting of short-term receivables is not material, the credit
loss is measured by the undiscounted cash flows. Where the actual future
cash flows are lower than expected, a material impairment loss may arise.
Please refer to Note 6 for more details.

Before1 January 2018:

The Company considers the estimation of future cash flows when there is
objective evidence showing indications of impairment. The amount of the
loss is measured as the difference between the asset's carrying amount and
the present value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial asset's
original effective interest rate. However, as the impact from the discounting
of short-term receivables is not material, the impairment of short-term
receivables is measured as the difference between the asset's carrying
amount and the estimated undiscounted future cash flows. Where the actual
future cash flows are lower than expected, a material impairment loss may
arise. Please refer to Note 6 for more details.

(h) Inventories

Estimates of net realizable value of inventories take into consideration that
inventories may be damaged, become wholly or partially obsolete, or their
selling prices have declined.  The estimates are based on the most reliable
evidence available at the time the estimates are made. Please refer to Note
6 for more details.
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6. CONTENTS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents
As at 31 December

2018 2017
Cash on hand $330 $390
Demand deposits 403,188 276,890
Time deposits 74,718 177,275
Total $478,236 $454,555

(2) Financial assets at fair value through profit or loss-current

As at 31 December

 2018 2017(Note)

Mandatorily measured at fair value
through profit or loss:
Derivatives not designated as hedging

instruments
Forward foreign exchange contracts $9,798

Total $9,798

As at 31 December
2018(Note)  2017

Held for trading:
Derivatives not designated as hedging

instruments
Forward foreign exchange contracts $2,946

Total $2,946

Note: The Company adopted IFRS 9 on 1 January 2018. The Company elected
not to restate prior periods in accordance with the transition provision in
IFRS 9.

Financial assets at fair value through profit or loss were not pledged.

Please refer to Note 12(2) for more details on forward foreign exchange contracts.

- 335 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

59

(3) Trade receivables and trade receivables-related parties
As at 31 December

2018 2017

Trade receivables - non related parties $1,358,993 $1,316,824
Less: allowance for sales returns and discounts (136,036) (173,993)
Less: allowance for doubtful debts - -

Subtotal 1,222,957 1,142,831
Accounts receivable - related parties 129,992 99,113
Accounts receivable, net $1,352,949 $1,241,944

Trade receivables are generally on 7-150 day terms.  The Company adopted IFRS
9 for impairment assessment on 1 January 2018. Please refer to Note 6(18) for
more details on impairment of trade receivables. The Company adopted IAS 39
for impairment assessment before 1 January 2018. The movements in the
provision for impairment of trade receivables and trade receivables-related parties
for the year ended 31 December 2017 are as follows: (Please refer to Note 12 for
more details on credit risk management.)

Individually
impaired

Collectively
impaired Total

As at 1 Jan. 2017 $- $- $-
Charge for the current period - - -
Write-off - - -

As at 31 Dec. 2017 $- $- $-

Aging analysis of overdue trade receivables and trade receivables-related parties
is as follows:

Past due but not impaired

Neither past due

nor impaired 1-90 days

91-180

days

181-365

days

Upon 366

days Total

31 Dec. 2017 $1,168,204 $73,740 $- $- $- $1,241,944

Trade receivables and trade receivables-related parties were not pledged.
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(4) Inventories

(a) Details as follows
As at 31 December

2018 2017
Merchandise, net $292,018 $287,428

(b) For the years ended 31 December 2018 and 2017, the Company recognized
$8,411,860 and $5,810,382 for costs of inventories in expenses.

No inventories were pledged.

(5) Investments accounted for using the equity method

(a) The following table lists the investments accounted for using the equity
method of the ompany:

As at 31 December

2018 2017

Investees
Carrying
amount

Percentage of
ownership

Carrying
amount

Percentage of
ownership

Investments in subsidiaries:
Globe Union Industrial
(B.V.I.) Corp.

$4,116,980 100% $3,940,610 100%

Globe Union (Bermuda) Ltd. 3,484,764 100% 3,364,830 100%
Globe Union Cayman Corp. 985,627 100% 890,442 100%
Home Boutique International
Co., Ltd. (HBI Co., Ltd)

548,315 86.319% 538,228 86.319%

Total $9,135,686 $8,734,110

The Company’s investment in its subsidiary is accounted for using the equity
method.

On 31 December 2018, the company assessed and did not identify any
indication that its investments accounted for using the equity method may be
impaired.
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(b) For the years ended 31 December 2018 and 2017, The Company recognized
share of profit or loss of subsidiaries, associates and joint ventures, exchange
differences on translation of foreign operations, remeasurements of defined
benefit plans, unrealized gain (loss) on available-for-sale financial assets, and
share-based payment transactions, the details as follows:

a. For the year ended 31 December 2018:

Investees

Share of profit or loss of
subsidiaries ,associates

and joint ventures

Exchange
differences on
translation of

foreign
operations

Remeasurements
of defined

benefit plans

Share-based
payment

transactions

Investments in associates:
Globe Union (Bermuda) Ltd. $112,487 $32,231 $1,414 $-
Globe Union Cayman Corp. 111,196 (29,597) 13,586 -

Globe Union Industrial
(B.V.I.) Corp.

297,693 (64,590) - -

Home Boutique International
Co., Ltd.

4,393 1,615 4,079 -

Total $525,769 $(60,341) $19,079 $-

b. For the year ended 31 December 2017:

Investees

Share of profit or loss of
subsidiaries ,associates

and joint ventures

Exchange
differences on
translation of

foreign
operations

Remeasurements
of defined

benefit plans

Share-based
payment

transactions

Investments in associates:
Globe Union (Bermuda) Ltd. $64,741 $(189,015) $(74) $3,169
Globe Union Cayman Corp. 38,666 18,752 41,212 1,463
Globe Union Industrial
(B.V.I.) Corp.

190,600 (20,364) - -

Home Boutique International
Co., Ltd.

50,719 1,342 1,493 224

Total $344,726 $(189,285) $42,631 $4,856

- 338 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

62

(6) Property, plant and equipment

Buildings
Machinery and

equipment
Transportation

equipment
Office

equipment
Other

equipment Total
Cost:
As at 1 Jan. 2018 $133,900 $21,887 $4,650 $65,857 $17,789 $244,083
Additions - - - 8,113 4,121 12,234
Disposals (475) (2,881) - (5,900) (9,807) (19,063)

As at 31 Dec. 2018 $133,425 $19,006 $4,650 $68,070 $12,103 $237,254

As at 1 Jan. 2017 $131,339 $21,887 $4,650 $76,808 $24,304 $258,988
Additions 2,651 - - 2,743 100 5,494
Disposals - - - (20,309) - (20,309)
Transfers - - - 6,615 (6,615) -
As at 31 Dec. 2017 $133,900 $21,887 $4,650 $65,857 $17,789 $244,083

Depreciation and impairment:
As at 1 Jan. 2018 $58,188 $20,546 $4,650 $56,555 $17,730 $157,669
Depreciation 5,617 930 - 6,345 1,343 14,235
Disposals (475) (2,881) - (5,900) (9,807) (19,063)

As at 31 Dec. 2018 $63,330 $18,595 $4,650 $57,000 $9,266 $152,841

As at 1 Jan. 2017 $52,760 $19,005 $4,522 $64,521 $22,501 $163,309
Depreciation 5,428 1,541 128 6,641 930 14,668
Disposals - - - (20,308) - (20,308)
Transfers - - - 5,701 (5,701) -
As at 31 Dec. 2017 $58,188 $20,546 $4,650 $56,555 $17,730 $157,669

Net carrying amount:
As at 31 Dec. 2018 $70,095 $411 $- $11,070 $2,837 $84,413

As at 31 Dec. 2017 $75,712 $1,341 $- $9,302 $59 $86,414

(a) Property, plant and equipment were not pledged.

(b) There is no occurrence of capitalization of interest due to purchasing
property, plant and equipment for the years ended 31 December 2018
and 2017.

(7) Intangible assets

Computer software Trademarks Total

Cost:
As at 1 Jan. 2018 $72,884 $90,421 $163,305
Addition-acquired separately 2,194 - 2,194
As at 31 Dec. 2018 $75,078 $90,421 $165,499

- 339 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

63

Computer software Trademarks Total

As at 1 Jan. 2017 $70,769 $90,421 $161,190

Addition-acquired separately 2,115 - 2,115

As at 31 Dec. 2017 $72,884 $90,421 $163,305

Amortization and impairment:
As at 1 Jan. 2018 $62,261 $55,006 $117,267

Amortization 7,946 9,042 16,988

As at 31 Dec. 2018 $70,207 $64,048 $134,255

As at 1 Jan. 2017 $51,398 $45,964 $97,362

Amortization 10,863 9,042 19,905

As at 31 Dec. 2017 $62,261 $55,006 $117,267

Net carrying amount:
As at 31 Dec. 2018 $4,871 $26,373 $31,244

As at 31 Dec. 2017 $10,623 $35,415 $46,038

Amortization expense of intangible assets under the statement of comprehensive
income:

2018 2017

Operating costs $- $-

Operating expenses $16,988 $19,905

(8) Other non-current assets

As at 31 December
2018 2017

Deposits-out $162 $194
Others 3,633 4,182

Total $3,795 $4,376
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(9) Short-term loans

As at 31 December

Interest Rates (%) 2018 2017

Unsecured bank loans 0.90-1.01 $998,000 $851,000

The Company’s unused short-term lines of credits amounted to $1,051,360 and
$956,140 as at 31 December 2018 and 2017, respectively.

(10) Financial liabilities at fair value through profit or loss – current

As at 31 December
2018 2017

Held for trading:
Derivatives not designated as hedging

Instruments
Forward foreign exchange contracts $- $179

(11) Other payables

As at 31 December

2018 2017
Other payables – related parties $315,132 $329,294
Others 3,341 3,436

Total $318,473 $332,730

(12) Accrued expenses

As at 31 December
2018 2017

Accrued payroll and bonus $73,756 $77,402
Accrued freight 29,254 49,843
Accrued pension - 14,068
Others 171,515 140,483
Total $274,525 $281,796
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(13) Long-term loans

Details of long-term loans as at 31 December 2018 and 2017 are as follows:

(a) As at 31 Dec. 2018

Lenders Type As at 31 Dec. 2018

Maturity date and terms of

repayment Guarantee

CTBC Bank

(Leading Bank of

Syndicated Loan)

Syndicated bank

loans

$1,000,000 2018/07-2023/07 Interest is paid

monthly; repayable annually

starting from 2 years after the

drawdown of the loan. The annual

payment of each year is 100

million, 200 million, 300 million,

and 400 million.

None

CTBC Bank Credit 100,000 2018/12-2020/12 Interest is paid

monthly.

None

KGI Bank Credit 140,000 2018/10-2020/10 Interest is paid

monthly.

None

The Shanghai Commercial &

Savings Bank, Ltd.

Credit 25,000 2016/12-2019/12 Interest is paid

monthly. With a grace period of 1

year. Payable in principle 12.5

million half of a year after the grace

period.

None

Far Eastern International

Bank

Credit 100,000 2018/12-2020/12 Interest is paid

monthly.

None

O-Bank Credit 30,769 2014/11-2019/10 Interest is paid

monthly. With a grace period of 2

years. Payable quarterly after the

grace period

None

Subtotal 1,395,769

Less: current portion (55,769)

Total $1,340,000

Interest rate 1.236%-1.797%
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(b) As at 31 Dec. 2017

Lenders Type As at 31 Dec. 2017

Maturity date and terms of

repayment Guarantee

Yuanta Bank

(Leading Bank of Syndicated

Loan)

Syndicated bank

loans

$770,000 2014/06-2019/06 interest is paid

monthly; repayable annually

starting from 2 years after the

drawdown of the loan. The annual

payment of each year is 110

million, 220 million, 330 million,

and 440 million.

None

Yuanta Bank

(Leading Bank of Syndicated

Loan)

Syndicated bank

loans

250,000 2014/06-2019/06 Interest is paid

monthly.

None

KGI Bank Credit 140,000 2017/09-2019/09 Interest is paid

monthly.

None

CTBC Bank Credit 100,000 2016/12-2018/12 Interest is paid

monthly.

None

Far Eastern International

Bank

Credit 100,000 2017/12-2019/10 Interest is paid

monthly.

None

O-Bank Credit 61,538 2014/11-2019/10 Interest is paid

monthly. With a grace period of 2

years. Payable quarterly after the

grace period.

None

The Shanghai Commercial &

Savings Bank, Ltd.

Credit 50,000 2016/12-2019/12 Interest is paid

monthly. With a grace period of 1

year. Payable in principle 12.5

million half of a year after the grace

period.

None

Subtotal 1,471,538

Less: current portion (385,769)

Total $1,085,769

Interest rate 1.263%-1.647%

Long-term loans were not pledged. Please refer to Note 9(3) for further details
of syndicated bank loans.
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(14) Post-employment benefits

Defined contribution plan

The Company adopts a defined contribution plan in accordance with the Labor
Pension Act of the R.O.C. Under the Labor Pension Act, the Company will make
monthly contributions of no less than 6% of the employees’ monthly wages to the
employees’ individual pension accounts. The Company has made monthly
contributions of 6% of each individual employee’s salaries or wages to employees’
pension accounts.

Expenses under the defined contribution plan for the years ended 31 December 2018
and 2017 were $7,331 and $6,325 respectively.

Defined benefits plan

The Company adopts a defined benefit plan in accordance with the Labor Standards
Act of the R.O.C. The pension benefits are disbursed based on the units of service
years and the average salaries in the last month of the service year. Two units per year
are awarded for the first 15 years of services while one unit per year is awarded after
the completion of the 15th year. The total units shall not exceed 45 units. Under the
Labor Standards Act, the Company contributes an amount equivalent to 2% of the
employees’ total salaries and wages on a monthly basis to the pension fund deposited
at the Bank of Taiwan in the name of the administered pension fund committee.
Before the end of each year, the Company assesses the balance in the designated labor
pension fund. If the amount is inadequate to pay pensions calculated for workers
retiring in the same year, the Company will make up the difference in one
appropriation before the end of March the following year.

The Ministry of Labor is in charge of establishing and implementing the fund
utilization plan in accordance with the Regulations for Revenues, Expenditures,
Safeguard and Utilization of the Labor Retirement Fund. The pension fund is
managed by the in-house managers or under discretionary accounts, based on a
passive-aggressive investment strategy for long-term profitability. The Ministry of
Labor establishes checks and risk management mechanism based on the assessment
of risk factors including market risk, credit risk and liquidity risk, in order to maintain
adequate manager flexibility to achieve targeted return without over-exposure of risk.
With regard to utilization of the pension fund, the minimum earnings in the annual
distributions on the final financial statement shall not be less than the earnings
attainable from the amounts accrued from two-year time deposits with the interest
rates offered by local banks. Treasury Funds can be used to cover the deficits after
the approval of the competent authority. As the Company does not participate in the
operation and management of the pension fund, no disclosure on the fair value of the
plan assets categorized in different classes could be made in accordance with
paragraph 142 of IAS 19. The Company expects to contribute $88 to its defined
benefit plan in the next year starting from 31 December 2018.
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The average duration of the defined benefits plan obligation as at 31 December 2018

and 2017, were 14 years and 12 years.

Pension costs recognized in profit or loss for the years ended 31 December 2018 and

2017:

For the years ended

31 December

2018 2017

Current period service costs $2,781 $3,532

Interest income or expense 903 1,664

Total $3,684 $5,196

Changes in the defined benefit obligation and fair value of plan assets are as follows:

As at

31 December

2018

31 December

2017

1 January

2017

Defined benefit obligation $81,350 $135,765 $134,812

Plan assets at fair value (77,735) (70,801) (23,860)

Defined benefit obligation $3,615 $64,964 $110,952

Other non-current liabilities - (3,188) (45,310)

Other non-current liabilities - the Company

expects to contribute in the coming year

(88) (1,320) (1,320)

Other non-current liabilities - defined benefit

obligation $3,527 $60,456 $64,322
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Reconciliation of liability (asset) of the defined benefit plan is as follows:

As at
Defined
benefit

obligation
Fair value of
plan assets

Benefit
liability
(asset)

As at 1 January 2017 $134,812 $(23,860) $110,952
Current period service costs 3,532 - 3,532
Net interest expense (income) 2,022 (358) 1,664
Subtotal 140,366 (24,218) 116,148

Remeasurements of the net defined benefit
liability (asset):

Actuarial gains and losses arising from
changes in demographic assumptions

1,421 - 1,421

Actuarial gains and losses arising from
changes in financial assumptions

1,728 - 1,728

Experience adjustments (7,750) 129 (7,621)
  Subtotal (4,601) 129 (4,472)
Payments from the plan - - -
Contributions by employer - (46,712) (46,712)
As at 31 December 2017 $135,765 $(70,801) $64,964
Current period service costs 2,781 - 2,781
Net interest expense (income) 1,887 (984) 903
Subtotal 140,433 (71,785) 68,648

Remeasurements of the net defined benefit
liability (asset):

Actuarial gains and losses arising from
changes in demographic assumptions

(1,291) - (1,291)

Actuarial gains and losses arising from
changes in financial assumptions

(8,957) - (8,957)

Experience adjustments (7,587) (1,413) (9,000)
  Subtotal (17,835) (1,413) (19,248)
Payments from the plan (41,248) 41,248 -
Contributions by employer - (45,785) (45,785)
As at 31 December 2018 $81,350 $(77,735) $3,615
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The following significant actuarial assumptions are used to determine the present
value of the defined benefit obligation:

As at 31 December
2018 2017

Discount rate 1.08% 1.39%
Expected rate of salary increases 2.00% 3.00%

A sensitivity analysis for significant assumption as at 31 December 2018 and 2017 is,
as shown below:

Effect on the defined benefit obligation
2018 2017

Increase
defined
benefit

obligation

Decrease
defined
benefit

obligation

Increase
defined
benefit

obligation

Decrease
defined
benefit

obligation
Discount rate increase by 0.5% $- $5,136 $- $7,649
Discount rate decrease by 0.5% 6,384 - 8,373 -
Future salary increase by 0.5% 6,292 - 8,195 -
Future salary decrease by 0.5% - 5,120 - 7,569

The sensitivity analyses above are based on a change in a significant assumption
(for example: change in discount rate or future salary), keeping all other
assumptions constant. The sensitivity analyses may not be representative of an
actual change in the defined benefit obligation as it is unlikely that changes in
assumptions would occur in isolation of one another.

There was no change in the methods and assumptions used in preparing the
sensitivity analyses compared to the previous period.

(15) Equities

(a) Common stock

As at 31 December 2016, the Company’s authorized capital was
$6,000,000, divided into 600,000,000 shares with par value of NT$10 each.
The issued and outstanding capital stocks were $3,553,042, divided into
355,304,224 shares. Each share has one voting right and a right to receive
dividends.
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A summary of the employee stock options and the bondholders’ exercising
conversions for the year ended 31 December 2017, is as follows:

Employee stock
option certificates

Convertible
Bonds

Shares conversion
First quarter - shares - shares
Second quarter - shares 7,433,093 shares
Third quarter - shares 5,666,645 shares
Fourth quarter 2,502,000 shares 20,000 shares
Total 2,502,000 shares 13,119,738 shares

A summary of the employee stock options and the bondholders’ exercising
conversions for the year ended 31 December 2018, is as follows:

Employee stock
option certificates

Shares conversion
First quarter 185,000 shares
Second quarter 20,000 shares
Third quarter 349,000 shares
Fourth quarter 265,000 shares
Total 819,000 shares

The Company issued employee share option in 2015. As at 31 December
2017, Employees converted their options into 2,502,000 shares at NT$13.7
per share. 1,967,000 shares have completed the registration process while
535,000 shares have not and were booked as collection in advance in the
amount of $7,329.

The Company issued employee share option in 2015. As at 31 December
2018, employees had converted their options into 2,707,000 shares at
NT$13.7 per share, and 614,000 shares at NT$12.7 per share. 3,271,000
shares have completed the registration process while 50,000 shares have not
and were booked as collection in advance in the amount of $635.
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The Company resolved at its board of directors meeting held on 3 March
2017 to retire 3,535,000 shares of treasury stock. The record date of capital
decrease was 10 March 2017. The abovementioned transaction was
approved by the competent authority on 22 March 2017.

As at 31 December 2018, the Company’s authorized capital was $6,000,000,
divided into 600,000,000 shares with par value of NT$10 each. The issued
and outstanding capital stocks were $3,681,600, divided into 368,159,962
shares. Each share has one voting right and a right to receive dividends.

(b) Capital surplus
As at 31 December

2018 2017

Additional paid-in capital $984,616 $980,356
Share of changes in net assets of

associates and joint ventures
accounted for using the equity
method

9,127 8,935

Premium from merger 1,895 1,895
Share-based payment transactions 32,381 31,573
Restricted stocks for employees 4,000 4,000
Total $1,032,019 $1,026,759

According to the Company Act, the capital reserve shall not be used except
for making good the deficit of the company. When a company incurs no
loss, it may distribute the capital reserves related to the income derived from
the issuance of new shares at a premium or income from endowments
received by the company. The distribution could be made in cash or in the
form of dividend shares to its shareholders in proportion to the number of
shares being held by each of them.
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(c) Treasury stock

Buying back to write off the
stock (in thousand shares)

Total (in thousand
dollars)

1 Jan 2017 2,917 $44,868
Increase 618 10,326
Decrease (3,535) (55,194)
31 Dec. 2017 - -
Increase 12,000 186,207
Decrease - -
31 Dec. 2018 12,000 $186,207

According to Securities and Exchange Act, the treasury stock held by the
Company cannot be pledged, and has no voting right nor right to receive
dividends.

(d) Retained earnings and dividend policies

According to the Company’s Articles of Incorporation, current year’s
earnings, if any, shall be distributed in the following order:

A. Payment of all taxes and dues
B. Offset prior years’ operation losses
C. Set aside 10% of the remaining amount after deducting items (a) and (b)

as legal reserve
D. Set aside or reverse special reserve in accordance with law and

regulations
E. The distribution of the remaining portion, if any, will be recommended

by the board of directors and resolved in the shareholders’ meeting

The policy of dividend distribution should reflect factors such as the current
and future investment environment, fund requirements, domestic and
international competition and capital budgets; as well as the interest of the
shareholders, share bonus equilibrium and long-term financial planning etc.
The board of directors shall make the distribution proposal annually and
present it at the shareholders’ meeting. The Company’s Articles of
Incorporation further provide that no more than 90% of the dividends to
shareholders, if any, could be paid in the form of share dividends.
Accordingly, at least 10% of the dividends must be paid in the form of cash.
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According to the Company Act, the Company needs to set aside amount to
legal reserve unless where such legal reserve amounts to the total authorized
capital. The legal reserve can be used to make good the deficit of the
Company. When the Company incurs no loss, it may distribute the portion
of legal serve which exceeds 25% of the paid-in capital by issuing new
shares or by cash in proportion to the number of shares being held by each
of the shareholders.

On a public company's first-time adoption of the TIFRS, for any unrealized
revaluation gains and cumulative translation adjustments (gains) recorded
to shareholders’ equity that the company elects to transfer to retained
earnings by application of the exemption under IFRS 1, the company shall
set aside an equal amount of special reserve. Following a company’s
adoption of the TIFRS for the preparation of its financial reports, when
distributing distributable earnings, it shall set aside to special reserve, from
the profit/loss of the current period and the undistributed earnings from the
previous period, an amount equal to “other net deductions from
shareholders’ equity for the current fiscal year, provided that if the company
has already set aside special reserve according to the requirements in the
preceding point, it shall set aside supplemental special reserve based on the
difference between the amount already set aside and other net deductions
from shareholders’ equity. For any subsequent reversal of other net
deductions from shareholders’ equity, the amount reversed may be
distributed.

The Company did not have any special reserve due from first-time adoption
of the TIFRS.

Details of the 2017 and 2016 earnings distribution and dividends per share
as resolved by the shareholders’ meeting on 25 May 2018 and 26 May 2017,
respectively, are as follows:

Appropriation of earnings Dividend per share (NT$)
2017 2016 2017 2016

Legal reserve $69,834 $-
Special reserve 184,619 285,914
Common stock -cash dividend 549,774 350,769 $1.50 $1.00

Please refer to Note 6(19) for further details on employees’ compensation
and remuneration to directors and supervisors.
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(e) Unearned employee salary

 2018  2017
Beginning balance $(8,167) $(12,833)
Recognized shared-based payment expense 4,667 4,666
Ending balance $(3,500) $(8,167)

The shareholder’s meeting resolved to issue restricted stocks for
employees. Please refer to Note 6 (16) for details.

(16) Share-based payment plans

(a) On 2 October 2015, the Company was authorized by the Financial
Supervisory Commission Republic of China (Taiwan), Executive Yuan, to
issue non-compensatory employee share options with a total number of
10,500 units. Each unit entitles an optionee to subscribe for 1,000 shares of
the Company’s common shares. Settlement upon the exercise of the options
will be made through the issuance of new shares. The exercise price of the
option was set at the closing price of the Company’s common share on the
grant date. The optionee may exercise the options in accordance with certain
schedules as prescribed by the plan. The contractual term of each option
granted is five years. If there are changes in the common shares of the
Company, the exercise price of share options will be recalculated and
adjusted in proportion to the number of shares being held by each of the
optionee.

a. For the 1,800 units firstly issued, the optionee may exercise 50% of the
options starting two years and three years from the grant date. The
contractual term of each option granted is five years. If there are changes
in the common shares of the Company, the exercise price of share
options will be recalculated and adjusted in proportion to the number of
shares being held by each of the optionee.

b. For the 8,700 units secondly issued, the optionee may exercise 100% of
the options starting two years from the grant date. The contractual term
of each option granted is five years. If there are changes in the common
shares of the Company, the exercise price of share options will be
recalculated and adjusted in proportion to the number of shares being
held by each of the optionee.
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As at 31 December 2018, the Company has not cancelled or modified
the share-based payment plan proposed for employees. The relevant
details of the aforementioned share-based payment plan are as follows:

Date of grant

Total number of share
options granted

(unit)

Total number of
share options
outstanding

(unit)

Shares to be
subscribed

(unit)

Exercise price of
share options

(NT$)

29 Oct 2015 10,500 4,534 4,534 12.70

c. The following table contains further details on the aforementioned share-
based payment plan:

As at 31 December

2018 2017

Number of share

options

outstanding

(unit)

Weighted

average exercise

price of share

options (NT$)

Number of share

options

outstanding

(unit)

Weighted

average exercise

price of share

options (NT$)

Outstanding at beginning of period 5,753 $13.70 8,540 $14.40

Converted (819) 12.95 (2,502) 13.70

Forfeited (400) 12.70 (285) 13.70

Outstanding at end of period 4,534 $12.70 5,753 $13.70

Weighted average fair value of share

options (NT$) $3.9�4.3 $3.9; 4.3

d. The following table contains further details on the aforementioned share-
based payment plan as at 31 December 2018:

Share options outstanding Share options exercisable

Share options

Range of
exercise

price
(NT$)

Number
(unit)

Maturity
date

Weighted
average

remaining
contractual life

(Years)

Weighted
average

exercise price
of share

options (NT$)
Number

(unit)

Weighted
average

exercise price
of share

options (NT$)
2015/10/29 Share
options plan- 1,800 units
firstly issued

$12.70 1,350 2020/10/28 1.83 $12.70 1,350 $12.70

2015/10/29 Share
options plan -8,700 units
secondly issued

$12.70 3,184 2020/10/28 1.83 $12.70 3,184 $12.70
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Note: If there are changes in the common shares of the Company (such as capital increase by
cash or capitalization of retained earnings), the exercise price of share options will be
adjusted according to the employee share options plan.

The compensation cost is accounted for under the fair value method. The
fair value of the share options is estimated at the grant date using a Black-
Scholes model, taking into account the terms and conditions upon which
the share options were granted. The Company recognized compensation
expense of $808 and $7,746 in 2018 and 2017. The following table lists the
inputs to the model used for the plan:

For the 1,800 units first issued:
Share-based payment plan

Dividend yield (%) 0%
Expected volatility (%) 33.42%; 33.99%
Risk-free interest rate (%) 0.6227%; 0.6769%
Expected option life (Years) 3.5 years; 4 years

For the 8,700 units secondly issued:
Share-based payment plan

Dividend yield (%) 0%
Expected volatility (%) 33.42%
Risk-free interest rate (%) 0.6227%
Expected option life (Years) 3.5 years

(b) The Company issued restricted stocks for employees in the amount of
$10,000, up to 1,000,000 shares in total. The Company will issue these
shares at one time within one year following shareholder’s meeting.

a. The vesting condition of restricted stocks for employees is as follows:

i. Employees must remain in service for 3 years or more after being
vested

ii. Performance period is from 2016 to 2018
iii. Employees could be vested 50% of the shares when the average

return on equity is more than 8% in performance period; 100%,
when average return on equity is more than 10% in performance
period.

b. The restricted rights before being vested shares are as follows:
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i. Employees may not sell, pledge (as collateral or security), assign,
give away, or in any other manner dispose of the restricted stocks.

ii. The restricted stocks are not entitled to receive cash or stock
dividends, cash or stocks from capital reserves and participate in
cash capital increase.

iii. Employees are not entitled to attend shareholders’ meetings,
propose, speak, vote and engage in any other matters related to
shareholders’ rights and interests.

If employees do not meet the vesting condition, the Company will
withdraw the shares without compensation and then cancel them.

The price of the restricted stock for employees at grant date was NT$14
per share. The record date of capital increase was 6 October 2016. The
Company will issue restricted stocks and grant to employees 1,000,000
shares, each at par value of NT$10 totaling $10,000.

(17) Operating revenue

For the years ended

31 December

2018(Note) 2017

Revenue from contracts with customers
Sale of goods $9,700,524 $7,219,911
Less: Sales returns, discounts and allowances (370,253) (402,854)

Total $9,330,271 $6,817,057

Note: The Company adopted IFRS 15 on 1 January 2018. The Company
elected to apply the standard retrospectively by recognizing the cumulative
effect of initially applying the standard at the date of initial application (1
January 2018).

The Company adopted IFRS 15 on 1 January 2018. Analysis of revenue from
contracts with customers during the year ended 31 December 2018 is as
follows:

- 355 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

79

(a) Disaggregation of revenue

2018.1.1~2018.12.31
Timing of revenue recognition

At a point in time $9,330,271
Over time -

Total $9,330,271

(b) Contract balances

Contract liabilities - current
Beginning

balance
Ending
balance Difference

Sales of goods $2,181 $15,191 $13,010
Total $2,181 $15,191 $13,010

For the year ended 31 December 2018, contract liabilities increased as the
new performance obligation was not yet satisfied.

(18) Expected credit losses/ (gains)

For the years ended

31 December
2018 2017(Note)

Operating expenses – Expected
credit losses/(gains)
Notes receivables $-
Accounts receivables -

Total $-

Note: The Company adopted IFRS 9 on 1 January 2018. The Company
elected not to restate prior periods in accordance with the transition provision
in IFRS 9.

Please refer to Note 12 for more details on credit risk.
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The Company measures the loss allowance of its trade receivables (including
note receivables and trade receivables) at an amount equal to lifetime expected
credit losses. The assessment of the Company’s loss allowance as at 31
December 2018 is as follows:

The Company considers the grouping of trade receivables by the
counterparties’ credit ratings, the geographical region and industry sector and
its loss allowance is measured by using a provision matrix. The details are as
follows:

Not yet due Overdue

(note) 1-90 days 90-180 days 181-365 days Upon 366 days Total

Gross carrying
amount

$1,284,538 $68,411 $- $- $- $1,352,949

Loss ratio 0.00% 0.00% 0.00% 0.00% 0.00%
Lifetime
Expected credit
losses

- - - - - -

Carrying amount $1,284,538 $68,411 $- $- $- $1,352,949

Note: The Company’s note receivables are not overdue.

The movement in the provision for impairment of note receivables and trade
receivables during the year ended 31 December 2018 is as follows:

Note receivables Trade receivables
Beginning balance (in accordance with IAS 39) $- $-
Transition adjustment to retained earnings - -
Beginning balance (in accordance with IFRS 9) - -
Addition/(reversal) for the current period - -
Write off - -
Exchange differences - -

Ending balance $- $-
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(19) Summary statement of employee benefits, depreciation and amortization expenses
by function for the years ended 31 December 2018 and 2017:

Function

Nature

2018 2017
Operating

costs
Operating
expenses Total

Operating
costs

Operating
expenses Total

Employee benefits expense
Salaries $- $213,061 $213,061 $- $174,898 $174,898
Labor and health insurance - 14,705 14,705 - 12,550 12,550
Pension - 11,015 11,015 - 11,521 11,521
Directors’ remuneration - 9,197 9,197 - 8,379 8,379
Other employee benefits expense - 5,095 5,095 - 3,693 3,693

Depreciation - 14,235 14,235 - 14,668 14,668
Amortization - 16,988 16,988 - 19,905 19,905

The number of employees of the Company for the years ended 31 December
2018 and 2017 were 184 and 186, respectively. There were 6 non-employee
directors for both years.

According to the Company’s Articles of Incorporation, when there is profit in
current year, the Company shall set no less than 2% as employees’
compensation and no higher than 2% as directors’ remuneration. However,
profit should be used to offset against any accumulated deficit prior to the
aforementioned compensation and remuneration. The Company may, by a
resolution adopted by a majority vote at a meeting of board of directors attended
by two-thirds of the total number of directors, have the profit distributable as
employees’ compensation in the form of shares or cash. Such distribution shall
be reported at the shareholders’ meeting. Information on the board of directors’
resolution regarding the employees’ compensation and directors’ remuneration
can be obtained from the “Market Observation Post System” on the website of
the TWSE.

Based on profit of the year ended 31 December 2018, the Company estimated
the amounts of the employees’ compensation and remuneration to directors and
supervisors for the year ended 31 December 2018 to be 3.2% and 0.57% of
profit of the current year, respectively, recognized as salary expense. As such,
employees’ compensation and remuneration to directors and supervisors for the
year ended 31 December 2018 amount to $22,925 and $4,045, respectively. The
Company estimated the amounts of the employees’ compensation and
remuneration to directors and supervisors for the year ended 31 December 2017
to be 3.75% and 0.94% of profit of the current year, respectively. The
employees’ compensation and remuneration to directors and supervisors for the
year ended 31 December 2017 amount to $25,269 and $ 6,317, respectively,
recognized as salary expense.
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A resolution was passed at a board meeting held on 27 February 2018 to
distribute $26,500 and $5,007 in cash as 2017 employees’ compensation and
remuneration to directors and supervisors, respectively. No material differences
exist between the estimated amount and the actual distribution of the employee
compensation and remuneration to directors and supervisors for the year ended
31 December, 2017.

A resolution was passed at a board meeting held on 11 March 2019 to distribute
$23,973 and $4,505 in cash as 2018 employees’ compensation and
remuneration to directors and supervisors, respectively. The difference of
$1,508 between the actual employee bonuses and the estimated amount of
$26,970 was recognized as an adjustment to current income in 2019.

(20) Non-operating income and expenses

(a) Other income
For the years ended 31 December

2018 2017
Interest income (Note) $6,256

Financial assets measured at
amortized cost $10,078 (Note)

Others 8,896 9,103
Total $18,974 $15,359

Note: The Company adopted IFRS 9 on 1 January 2018. The Company
elected not to restate prior periods in accordance with the transition
provision in IFRS 9.

(b) Other gains and losses
For the years ended 31 December

2018 2017
Foreign exchange gains (losses), net $106,713 $(79,178)
Gains on financial assets at fair value

through profit or loss
45,470 39,183

Losses on financial liabilities at fair
value through profit or loss

(37,494) (179)

Others (32,122) (2,878)
Total $82,567 $(43,052)

(c) Finance costs
For the years ended 31 December

2018 2017
Interest on loans from bank $31,916 $34,157
Interest on bonds payable - 1,477
Total $31,916 $35,634
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(21) Components of other comprehensive income

For the year ended 31 December 2018:

Arising during the

period

Reclassification
adjustments

during the

period

Other
comprehensive

income,

before tax

Income tax

effect

Other
comprehensive

income,

net of tax

Not to be reclassified to profit or loss

in subsequent periods:
Remeasurements of defined benefit

plans $19,248 $- $19,248 $(2,519) $16,729
Share of other comprehensive

income/loss of subsidiaries using
equity method - remeasurements of

defined benefit plans 19,079 - 19,079 - 19,079
To be reclassified to profit or loss in

subsequent periods:
Exchange differences resulting from

translating the financial statements
of a foreign operation (60,341) - (60,341) - (60,341)

Total of other comprehensive income $(22,014) $- $(22,014) $(2,519) $(24,533)

For the year ended 31 December 2017:

Arising during the

period

Reclassification
adjustments

during the

period

Other
comprehensive

income,

before tax

Income tax

effect

Other
comprehensive

income,

net of tax

Not to be reclassified to profit or loss

in subsequent periods:
Remeasurements of defined benefit

plans $47,102 $- $47,102 $(760) $46,342
To be reclassified to profit or loss in

subsequent periods:
Exchange differences resulting from

translating the financial statements
of a foreign operation (189,285) - (189,285) - (189,285)

Total of other comprehensive income $(142,183) $- $(142,183) $(760) $(142,943)
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(22) Income tax

The major components of income tax expense (income) are as follows:

(a)Income tax expense recognized in profit or loss
For the years ended 31

December
2018 2017

Current income tax expense:
Current income tax charge $24,072 $72,892
Adjustments in respect of current income tax of
prior periods

20,000 -

Deferred tax expense (income):
Deferred tax expense (income) relating to

origination and reversal of temporary differences
32,601 (11,376)

Deferred tax expense (income) relating to changes
in tax rate or the imposition of new taxes

(6,347) -

Total income tax expense $70,326 $61,516

(b) Income tax relating to components of other comprehensive income

For the years ended 31
December

2018 2017
Deferred tax expense (income):

Remeasurements of defined benefit plans $2,519 $760
Income tax relating to components of other
comprehensive income $2,519 $760

(c) Reconciliation between tax expense and the product of accounting profit
multiplied by applicable tax rate is as follows:

For the years ended 31 December
2018 2017

Accounting profit before tax from continuing operations $688,546 $759,858
Tax at the domestic rates applicable to profits in the country
concerned $137,709 $129,176

Tax effect of revenues exempt from taxation (105,161) (81,091)
Tax effect of expenses not deductible for tax purposes 24,125 13,431
Deferred tax effect of tax rate change or the imposition of

new taxes (6,347) -

Adjustments in respect of current income tax of prior periods 20,000 -
Total income tax expenses recorded in profit or loss $70,326 $61,516
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(d) Deferred tax assets (liabilities) relate to the following:

(a) For the year ended 31 December 2018:

Items

Beginning
balance as at
 1 January

Recognized in
profit or loss

Recognized in
other

comprehensive
income

Exchange
differences

Ending
balance as at
31 December

Temporary difference
Non-current liability – Defined benefit

Liability
$10,380 $(7,920) $(2,519) $- $(59)

Allowance for sales discounts 29,579 (2,372) - - 27,207
Unrealized exchange gain or loss 4,033 (14,484) - - (10,451)
Revaluations of financial liabilities at fair

value through profit or loss
30 (30) - - -

Revaluations of financial assets at fair value
through profit or loss

(512) (1,448) - - (1,960)

Deferred tax expense/ (income) $(26,254) $(2,519) $-

Net deferred tax assets/ (liabilities) $43,510 $14,737

Reflected in balance sheet as follows:
Deferred tax assets $44,920 $36,625

Deferred tax liabilities $(1,410) $(21,888)

(b) For the year ended 31 December 2017:

Items

Beginning
balance as at
 1 January

Recognized in
profit or loss

Recognized in
other

comprehensive
income

Exchange
differences

Ending
balance as at
31 December

Temporary difference
Non-current liability – Defined benefit

Liability
$18,197 $7,057 $760 $- $10,380

Allowance for sales discounts 20,622 (8,957) - - 29,579
Unrealized exchange gain or loss (5,930) (9,963) - - 4,033
Revaluations of financial liabilities at fair

value through profit or loss
9 (21) - - 30

Revaluations of financial assets at fair value
through profit or loss

(4) 508 - - (512)

Deferred tax expense/ (income) $(11,376) $760 $-

Net deferred tax assets/ (liabilities) $32,894 $43,510

Reflected in balance sheet as follows:
Deferred tax assets $38,828 $44,920

Deferred tax liabilities $(5,934) $(1,410)
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(c) Unrecognized deferred tax assets

As at 31 December 2018 and 2017, deferred tax assets that have not been
recognized amount to $353,292 and $319,948 respectively.

(d) Unrecognized deferred tax liabilities relating to the investment in
subsidiaries

The Company did not recognize any deferred tax liability for taxes that
would be payable on the unremitted earnings of the Company’s overseas
subsidiaries, as the Company has determined that undistributed profits
of its subsidiaries will not be distributed in the foreseeable future. As at
31 December 2018 and 2017, the taxable temporary differences
associated with investment in subsidiaries, for which deferred tax
liabilities have not been recognized, aggregate to $3,794,066 and
$3,304,439, respectively.

(e) The assessment of income tax returns

As at 31 December 2018, the assessment of the income tax returns of the
Company is as follows:

The assessment of income tax returns
The Company Assessed and approved up to 2014 and 2016

(23) Earnings per share

Basic earnings per share amounts are calculated by dividing net profit for the
year attributable to ordinary equity holders of the parent entity by the weighted
average number of ordinary shares outstanding during the year.

Diluted earnings per share amounts are calculated by dividing the net profit
attributable to ordinary equity holders of the parent entity (after adjusting for
interest on the convertible preference shares) by the weighted average number
of ordinary shares outstanding during the year plus the weighted average
number of ordinary shares that would be issued on conversion of all the dilutive
potential ordinary shares into ordinary shares.
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For the years ended
31 December

2018 2017
(a) Basic earnings per share

Profit attributable to ordinary equity holders
of the Company (in thousand NT$) $618,220 $698,342

Weighted average number of ordinary shares
outstanding for basic earnings per share
(in thousands) 365,195 352,698

Basic earnings per share (NT$) $1.69 $1.98

(b) Diluted earnings per share
Profit attributable to ordinary equity holders

of the Company (in thousands of NT$)
$618,220 $698,342

Interest expense from convertible bonds (in
thousand NT$)

- 1,226

Profit attributable to ordinary equity holders
of the Company after dilution (in thousand
NT$)

$618,220 $699,568

Weighted average number of ordinary shares
outstanding for basic earnings per share
(in thousands)

365,195 352,698

Effect of dilution:

Employee compensation�stock (in
thousands)

1,398 1,143

Employee stock options (in thousands) 1,628 743
Convertible bonds (in thousands) - 11,238
Restricted stock for employees (in
thousands)

806 589

Weighted average number of ordinary shares
outstanding after dilution (in thousands)

369,027 366,411

Diluted earnings per share (NT$) $1.68 $1.91

There have been no other transactions involving ordinary shares or potential
ordinary shares between the reporting date and the date the financial statements
were authorized for issue.
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7. RELATED PARTY TRANSACTIONS

The persons who have transactions with the company during the financial reporting
period are as follows:

Name and nature of relationship of the related parties

Name of the related parties Nature of relationship of the related parties
Gerber Plumbing Fixture LLC Indirect holding subsidiary
Danze Inc. Indirect holding subsidiary
Globe Union (Canada) Inc. Indirect holding subsidiary
HBI Co., Ltd. Subsidiary
PJH Group Ltd. Indirect holding subsidiary
Globe Union Germany GmbH & Co.KG Indirect holding subsidiary
Globe Union Services, Inc. Indirect holding subsidiary
Shenzhen Globe Union Enterprise Co., Ltd. Indirect holding subsidiary
Milim G&G Ceramics Co., Ltd. Indirect holding subsidiary
Qingdao Globe Union Technology Industrial Corp. Indirect holding subsidiary
Chengxinzhao (Zhangzhou) Associate

(1) Significant transactions with related parties

(a) Sales

For the years ended
31 December

2018 2017
Gerber Plumbing Fixture LLC $3,309,305 $2,889,240
Globe Union (Canada) Inc. 289,191 228,075
Danze Inc. 17,550 65,788

Total $3,616,046 $3,183,103

A small portion of the selling prices between related parties were not
significantly different from that with the third parties. For the other selling
prices, there were no comparable goods sold to the third parties.
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(b) Purchases

For the years ended 31
December

2018 2017
Shenzhen Globe Union Enterprise Co.,
Ltd.

$5,010,545 $2,871,102

Milim G&G Ceramics Co., Ltd. 2,106,489 1,861,349
Total $7,117,034 $4,732,451

A small portion of the purchase prices between related parties were not
significantly different from that with the third parties. For the other purchase
prices, there were no comparable goods bought from third party suppliers.

(c) Accounts receivable, net – related parties

As at 31 December

2018 2017
Globe Union (Canada) Inc. $78,546 $59,958
Gerber Plumbing Fixture LLC 51,446 36,961
Danze Inc. - 2,194
Total $129,992 $99,113

(d) Other receivables – related parties

As at 31 December
2018 2017

Gerber Plumbing Fixtures LLC $17,439 $5,470
Chengxinzhao (Zhangzhou) 1,692 1,692
Globe Union Canada Inc. 3 48
Qingdao Globe Union Technology
Industrial corp.

- 6,705

Danze Inc. - 100
PJH Group Ltd. - 80
Globe Union Germany GmbH &
Co.KG

- 48

Total $19,134 $14,143
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(e) Accounts payable, net – related parties
As at 31 December

2018 2017
Shenzhen Globe Union
Enterprise Co., Ltd.

$2,234,544 $1,628,310

Milim G&G Ceramics Co., Ltd. 152,512 158,458

Total $2,387,056 $1,786,768

(f) Other payables – related parties
As at 31 December

2018 2017
Globe Union Industrial (BVI)
Corp.

$249,984 $256,088

Globe Union (Bermuda) Ltd. 46,080 44,670
Globe Union Services, Inc. 6,828 850
Globe Union Canada, Inc. 4,498 7,559
Shenzhen Globe Union
Enterprise Co., Ltd.

3,294 13,376

Danze Inc. 2,978 6,646
Milim G&G Ceramics Co., Ltd. 1,029 -
Gerber Plumbing Fixtures LLC 384 5
PJH Group Ltd. 57 -
Globe Union Germany GmbH &
Co. KG

- 100

Total $315,132 $329,294

(g) Accrued expenses
As at 31 December

2018 2017
Globe Union Services, Inc. $13,134 $12,139
Globe Union Canada, Inc. 11,068 6,540
Danze Inc. 2,165 1,991
Gerber Plumbing Fixtures LLC 201 3,795
PJH Group Ltd. 56 457
Milim G&G Ceramics Co., Ltd. - 4,845

Total $26,624 $29,767
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(h) Commission expenses

For the years ended 31 December

2018 2017
Globe Union Germany GmbH &
Co. KG $- $2,614
Total $- $2,614

(i) Management service expenses

For the years ended 31 December

2018 2017

Globe Union Services, Inc. $107,625 $90,533

Globe Union Canada, Inc. 78,791 22,103

Total $186,596 $112,636

(j) Key management personnel compensation

For the years ended 31 December
2018 2017

Short-term employee benefits $38,246 $39,578
Post-Employment Benefits 2,590 3,478
Termination benefits - -

Total $40,836 $43,056

8. ASSETS PLEDGED AS SECURITY

None.

9. SIGNIFICANT CONTINGENCIES AND UNRECOGNIZED CONTRACT
COMMITMENTS

(1) On 1 October 2013, the Company has entered into a land lease agreement with
the Taichung Branch of the Export Processing Zone Administration. The lease
term is ten years, starting from 1 October 2013 to 30 September 2023. The rent
is adjusted based on the land price, and current monthly rent is $72.
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(2) The Company and its subsidiaries provided endorsement/guarantee to related
parties. Please refer to Note 13(1)(b) and Note 13(2)(b) b for more details.

(3) In June 2018, the Company has entered into a syndicated loan agreement with
CTBC Bank and ten other lending institutions of syndicated credits, such as O-
Bank, E.SUN Commercial Bank, and Taipei Fubon Commercial Bank. The
agreement contains the following restrictive covenants:

(a) The current ratio shall not be lower than 100%.
(b) The liability ratio shall not be higher than 180%.
(c) The interest coverage ratio shall not be lower than 2.

The Company should review these ratios every half year based on the audited
annual and semi-annual consolidated financial statements.

10. SIGNIFICANT DISASTER LOSS

None.

11. SIGNIFICANT SUBSEQUENT EVENTS

For business operation purposes, Home Boutique International Co., Ltd. (“HBI”),
a subsidiary of the Company, held a special shareholders meeting and resolved to
carry out capital reduction; thus, HBI cancelled the number of issued and
outstanding shares in the amount of 15 million shares, returning capital
contributions in the amount of $150,000 thousand to shareholders according to the
shareholding percentage. The record date of capital reduction was set on 20
February 2019.
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12. OTHERS

(1) Financial instruments

(a) Categories of financial instruments

Financial assets As at 31 December
2018 2017

Financial assets at fair value through profit or loss:
Held for trading (Note 2) (Note 1) $2,946
Mandatorily measured at Fair value through
profit or loss $9,798 (Note 1)

Financial assets measured at amortized cost
(Note 3) 1,850,198 (Note 1)

Loans and receivables:
Cash and cash equivalents (exclude cash
on hand) (Note 1) 454,165

Notes and accounts receivable (Note 1) 1,241,944
Other receivables- time deposit (Note 4) (Note 1) 14,418

Financial liabilities
Financial liabilities at amortized cost:

Short-term borrowings $998,000 $851,000
Notes and accounts payable 2,556,815 1,914,986
Long-term loans (including current portion with
maturity less than 1 year) 1,395,769 1,471,538

Financial liabilities at fair value through profit or
loss:

Held for trading - 179

Note:
(1) The Company adopted IFRS 9 on 1 January 2018. The Company elected

not to restate prior periods in accordance with the transition provision in
IFRS 9.

(2) Balance as at 31 December 2017 included financial assets measured at
cost.

(3) Including cash and cash equivalents (excluding cash on hand), financial
assets measured at amortized cost, notes receivable, trade receivables and
other receivables.

(4) Including debt instrument investments for which no active market exists
and other receivables.
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(b) Financial risk management objectives and policies

The Company’s principal financial risk management objective is to manage
the market risk, credit risk and liquidity risk related to its operating activities.
The Company identifies measures and manages the aforementioned risks
based on the Company’s policy and risk appetite.

The Company has established appropriate policies, procedures and internal
controls for financial risk management.  Before entering into significant
transactions, due approval process by the Board of Directors and Audit
Committee must be carried out based on related protocols and internal control
procedures. The Company complies with its financial risk management
policies at all times.

(c) Market risk

Market risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of the changes in market prices. Market
prices comprise currency risk and interest rate risk.

In practice, it is rarely the case that a single risk variable will change
interdependencies between risk variables. However the sensitivity analysis
disclosed below does not take into account the interdependencies between risk
variables.

a. Foreign currency risk

The Company’s exposure to the risk of changes in foreign exchange rates
relates primarily to the Company’s operating activities (when revenue or
expense is denominated in a different currency from the Company’s
functional currency).

The Company has certain foreign currency receivables to be
denominated in the same foreign currency with certain foreign currency
payables, therefore natural hedge is received. The Company also uses
forward contracts to hedge the foreign currency risk on certain items
denominated in foreign currencies. Hedge accounting is not applied as
they did not qualify for hedge accounting criteria.  Furthermore, as net
investments in foreign subsidiaries are for strategic purposes, they are
not hedged by the Company.

The foreign currency sensitivity analysis of the possible change in
foreign exchange rates on the Company’s profit is performed on
significant monetary items denominated in foreign currencies as at the
end of the reporting period.
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The Company’s foreign currency risk is mainly related to the volatility
in the exchange rates for USD and CNY.

(i) When NTD strengthens against USD by 1%:

Increase (decrease) in
equity

Decrease (increase) in
profit or loss

For the year ended 31 December 2018 $- $12,196
For the year ended 31 December 2017 $- $10,888

(ii) When NTD strengthens against CNY by 1%:

Increase (decrease) in
equity

Decrease (increase) in
profit or loss

For the year ended 31 December 2018 $- $(23,518)
For the year ended 31 December 2017 $- $(16,966)

For a 1% weakening of NTD against the relevant currencies when all the
other factors remain the same, there would be a comparable impact on
the pre-tax profit or equity, and the balances above would be negative.

b. Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest
rates. The Company’s exposure to the risk of changes in market interest
rates relates primarily to the Company’s loans and receivables at variable
interest rates, bank borrowings with fixed interest rates and variable
interest rates.

The Company manages its interest rate risk by having a balanced
portfolio of fixed and variable loans and borrowings and entering into
interest rate swaps. Hedge accounting does not apply to these swaps as
they do not qualify for it.

The interest rate sensitivity analysis is performed on items exposed to
interest rate risk as at the end of the reporting period, including
investments and borrowings with variable interest rates and interest rate
swaps. At the reporting date, a change of 10 basis points of interest rate
in a reporting period could cause the profit for the years ended 31
December 2018 and 2017 to decrease/increase by $2,394 and $2,323,
respectively.
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(d) Credit risk management

Credit risk is the risk that counterparty will not meet its obligations under a
contract, leading to a financial loss. The Company is exposed to credit risk
from operating activities (primarily for trade receivables and notes
receivables) and from its financing activities, including bank deposits and
other financial instruments.

Customer credit risk is managed by each business unit subject to the
Company’s established policy, procedures and control relating to customer
credit risk management. Credit limits are established for all customers
based on their financial position, ratings from credit rating agencies,
historical experiences, prevailing economic condition and the Company’s
internal rating criteria, etc. Certain customer’s credit risk will also be
managed by taking credit enhancing procedures, such as requesting for
prepayment.

As at 31 December 2018 and 31 December 2017, amounts receivables from
top ten customers represented 80.28% and 76.99% of the total trade
receivables of the Company, respectively. The credit concentration risk of
other accounts receivables is insignificant.

Credit risk from balances with banks, fixed income securities and other
financial instruments is managed by the Company’s treasury in accordance
with the Company’s policy. The Company only transacts with
counterparties approved by the internal control procedures, which are banks
and financial institutions, companies and government entities with good
credit rating and with no significant default risk. Consequently, there is no
significant credit risk for these counter parties.

(e) Liquidity risk management

The Company’s objective is to maintain a balance between continuity of
funding and flexibility through the use of cash and cash equivalents, highly
liquid equity investments and bank loans. The table below summarizes the
maturity profile of the Company’s financial liabilities based on the
contractual undiscounted payments and contractual maturity. The payment
amount includes the contractual interest. The undiscounted payment
relating to borrowings with variable interest rates is extrapolated based on
the estimated interest rate yield curve as at the end of the reporting period.
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Non-derivative financial liabilities

Less than 1year 2 to 3 years 4 to 5 years > 5 years Total

As at 31 Dec. 2018

Short-term borrowings $999,888 $- $- $- $999,888

Notes and accounts payable 2,556,815 - - - 2,556,815

Long-term borrowings (including

current portion with maturity less

than 1 year)

78,494 675,495 713,478 - 1,467,467

Other payables 318,473 - - - 318,473

As at 31 Dec. 2017

Short-term borrowings $853,156 $- $- $- $853,156

Notes and accounts payable 1,914,986 - - - 1,914,986

Long-term borrowings (including

current portion with maturity less

than 1 year)

404,898 1,093,654 - - 1,498,552

Other payables 332,730 - - - 332,730

Derivative financial liabilities

Less than 1 year 2 to 3 years 4 to 5 years > 5 years Total

As at 31 Dec. 2018

Inflows $- $- $- $- $-

Outflows - - - - -

Net $- $- $- $- $-

Less than 1 year 2 to 3 years 4 to 5 years > 5 years Total

As at 31 Dec. 2017

Inflows $18,332 $- $- $- $18,332

Outflows (18,511) - - - (18,511)

Net $(179) $- $- $- $(179)

The table above contains the undiscounted net cash flows of derivative
financial liabilities.
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(f) Reconciliation of liabilities arising from financing activities

Reconciliation of liabilities for the year ended 31 December 2018:

Short-term
borrowings

Long-term
borrowings

Total liabilities
from financing

activities
As at 1 Jan. 2018 $851,000 $1,471,538 $2,322,538
Cash flows 147,000 (75,769) (71,231)

As at 31 December. 2018 $998,000 $1,395,769 $2,393,769

Reconciliation of liabilities for the year ended 31 December 2017:

 Not applicable.

(g) Fair value of financial instruments

a. The methods and assumptions applied in determining the fair value of
financial instruments:

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The following methods and assumptions were
used by the Company to measure or disclose the fair values of financial
assets and financial liabilities:

i. The carrying amount of cash and cash equivalents, accounts
receivables, accounts payable and other current liabilities approximate
their fair value due to their short maturities.

ii. For financial assets and liabilities traded in an active market with
standard terms and conditions, their fair value is determined based on
market quotation price (including listed equity securities, beneficiary
certificates, bonds and futures etc.) at the reporting date.

iii. Fair value of equity instruments without market quotations (including
private placement of listed equity securities, unquoted public company
and private company equity securities) are estimated using the market
method valuation techniques based on parameters such as prices based
on market transactions of equity instruments of identical or comparable
entities and other relevant information (for example, inputs such as
discount for lack of marketability, P/E ratio of similar entities and
Price-Book ratio of similar entities).
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iv. Fair value of debt instruments without market quotations, bank loans,
bonds payable and other non-current liabilities are determined based
on the counterparty prices or valuation method. The valuation method
uses DCF method as a basis, and the assumptions such as the interest
rate and discount rate are primarily based on relevant information of
similar instrument (such as yield curves published by the Taipei
Exchange, average prices for Fixed Rate Commercial Paper published
by Reuters and credit risk, etc.)

v. The fair value of derivatives which are not options and without market
quotations, is determined based on the counterparty prices or
discounted cash flow analysis using interest rate yield curve for the
contract period. Fair value of option-based derivative financial
instruments is obtained using on the counterparty prices or appropriate
option pricing model (for example, Black-Scholes model) or other
valuation method (for example, Monte Carlo Simulation).

b. Fair value of financial instruments measured at amortized cost

The carrying amounts of the Company’s financial assets and liabilities
measured at amortized cost approximate their fair value.

c. Fair value measurement hierarchy for financial instruments

Please refer to Note 12(1)(h) for fair value measurement hierarchy for
financial instruments of the Company.

(h) Fair value measurement hierarchy

a. Fair value measurement hierarchy

All asset and liabilities for which fair value is measured or disclosed in
the financial statements are categorized within the fair value hierarchy,
based on the lowest level input that is significant to the fair value
measurement as a whole. Level 1, 2 and 3 inputs are described as follows:

Level 1 – Quoted (unadjusted) market prices in active markets for
identical assets or liabilities that the entity can access at the measurement
date
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Level 2 – Inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly or indirectly

Level 3 – Unobservable inputs for the asset or liability

For assets and liabilities that are recognized in the financial statements
on a recurring basis, the Company determines whether transfers have
occurred between Levels in the hierarchy by re-assessing categorization
at the end of each reporting period.

b. Fair value measurement hierarchy of the Company’s assets and
liabilities

The Company does not have assets that are measured at fair value on a
non-recurring basis. Fair value measurement hierarchy of the
Company’s assets and liabilities measured at fair value on a recurring
basis is as follows:

As at 31 Dec. 2018
Level 1 Level 2 Level 3 Total

Financial assets:
Financial assets at fair value through
profit or loss

Forward foreign exchange contracts $- $9,798 $- $9,798

Financial liabilities:
Financial liabilities at fair value through
profit or loss

Forward foreign exchange contracts - - - -

As at 31 Dec. 2017
Level 1 Level 2 Level 3 Total

Financial assets:
Financial assets at fair value through
profit or loss

Forward foreign exchange contracts $- $2,946 $- $2,946

Financial liabilities:
Financial liabilities at fair value through
profit or loss

Forward foreign exchange contracts - 179 - 179

- 377 -



GLOBE UNION INDUSTRIAL CORP.
Notes to Parent Company Only Financial Statements (Continued)

 (Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

101

Transfers between Level 1 and Level 2 during the period

During the years ended 31 December 2018 and 2017, there were no
transfers between Level 1 and Level 2 fair value measurements.

c. Fair value measurement hierarchy of the Company’s assets and
liabilities not measured at fair value but for which the fair value is
disclosed:

None.

(2) Financial instruments

The Company’s derivative financial instruments include forward currency
contracts and embedded derivatives. The related information for derivative
financial instruments not qualified for hedge accounting and not yet settled as
at 31 December 2018 and 2017 is as follows:

Forward currency contracts

The Company entered into forward currency contracts to manage its exposure
to financial risk, but these contracts are not designated as hedging instruments.
The table below lists the information related to forward currency contracts:

Items
(by contract)

Notional Amount
(in thousands)

Contract Period

As at 31 Dec. 2018
Forward currency contract Sell USD 39,500 From Jan. 2019 to Mar. 2019

As at 31 Dec. 2017
Forward currency contract Sell CAD 780 From Feb. 2018 to Mar. 2018
Forward currency contract Sell USD 8,092 From Jan. 2018 to Feb. 2018

The counterparties for the aforementioned derivatives transactions are well
known local or overseas banks, as they have sound credit ratings, the credit
risk is insignificant.

With regard to the forward foreign exchange contracts, as they have been
entered into to hedge the foreign currency risk of net assets or net liabilities,
and there will be corresponding cash inflow or outflows upon maturity and the
Company has sufficient operating funds, the cash flow risk is insignificant.
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(3) Significant assets and liabilities denominated in foreign currencies

Information regarding the significant assets and liabilities denominated in
foreign currencies is listed below:

Unit: Thousands
As at 31 Dec. 2018 As at 31 Dec. 2017

Foreign
currencies

Foreign
exchange

rate NTD
Foreign

currencies

Foreign
exchange

rate NTD
Financial assets
Monetary items:
USD $58,233 30.72 $1,788,928 $52,338 29.78 $1,558,621
CNY 26,616 4.464 118,812 48,616 4.573 222,323
CAD 3,676 22.58 83,010 2,560 23.76 60,829

Financial liabilities
Monetary items:
USD $18,532 30.72 $569,299 $15,778 29.78 $469,870
CNY 553,454 4.464 2,470,617 419,624 4.573 1,918,939

(4) Capital management

The primary objective of the Company’s capital management is to ensure that it
maintains a strong credit rating and healthy capital ratios in order to support its
business and maximize the shareholder value. The Company manages its capital
structure and makes adjustments to it, in light of changes in economic conditions.
To maintain or adjust the capital structure, the Company may adjust dividend
payment to shareholders, return capital to shareholders or issue new shares.

13. OTHER DISCLOSURE

The detail information of the Company about the significant transactions, investees
and investments in mainland China.

(1) Information at significant transactions

(a) Financing provided to others for the year ended 31 December 2018: None.

(b) Endorsement/Guarantee provided to others for the year ended 31 December
2018: None

(c) Securities held as at 31 December 2018 (excluding subsidiaries, associates
and joint venture): None.

(d) Individual securities acquired or disposed of with accumulated amount
exceeding the lower of NT$300 million or 20 percent of the capital stock for
the year ended 31 December 2018: None.
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(e) Acquisition of individual real estate with amount exceeding the lower of
NT$300 million or 20 percent of the capital stock for the year ended 31
December 2018: None.

(f) Disposal of individual real estate with amount exceeding the lower of
NT$300 million or 20 percent of the capital stock for the year ended 31
December 2018: None.

(g) Related party transactions for purchases and sales exceeding the lower of
NT$100 million or 20 percent of the capital stock for the year ended 31
December 2018:

Company Name Counter-party Relationship

Transactions
Details of non-arm's

length transaction
Notes and accounts receivable

(payable)

Note
Purchases

(Sales)
Amount

Percentage
of total

purchases
(sales)

Term Unit price Term Balance
Percentage of total

receivables
(payable)

Globe Union
Industrial Corp.

Shenzhen Globe
Union Enterprise
Co., Ltd.

Investee
company

Purchase $5,010,545 38.59%
180 days after

EOAP

A small portion of the purchase prices
between related parties were slightly higher
than the general purchase price due to
technical and quality differences For the
other purchase prices, there were no
comparable goods bought from third party
suppliers.

Regular $(2,234,544) (103.26%) -

Globe Union
Industrial Corp.

Milim G&G
Ceramics Co., Ltd.

Investee
company

Purchase $2,106,489 16.22%
30 days after

EOAP

A small portion of the purchase prices
between related parties were slightly higher
than the general purchase price due to
technical and quality differences For the
other purchase prices, there were no
comparable goods bought from third party
suppliers.

Regular $(152,512) (7.05%) -

Globe Union
Industrial Corp.

Gerber Plumbing
Fixtures, LLC

Investee
company

Sales $(3,309,305) (18.51%)
7 days after
invoice date

A small portion of the selling prices between
related parties were not significantly
different from that with the third parties. For
the other selling prices, there were no
comparable goods sold to the third parties.

Regular $51,446 1.96% -

Globe Union
Industrial Corp.

Globe Union
(Canada)
Inc.

Investee
company

Sales $(289,191) (1.62%)
90 days after

EOAP

A small portion of the selling prices between
related parties were not significantly
different from that with the third parties. For
the other selling prices, there were no
comparable goods sold to the third parties.

Regular $78,546 3.00% -

(h) Receivables from related parties with amounts exceeding the lower of
NT$100 million or 20 percent of capital stock as at the year ended 31
December 2018: None.

(i) Financial instruments and derivative transactions:

Please refer to Note 12(2) for more details on forward foreign exchange
contracts.
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(b) Information on significant transactions of investees on which the Company
exercises significant influence:

a. Financing provided:

No Lender

Counter-

party

Financial

statement

account

Related

Party

Maximum

balance for the

period

Ending

balance Amount drawn

Interest

rate

Nature of

financing

(Note 5)

Amount of

sales to

(purchases

from)

counter-party

Reason

for

financing

Allowance

for

doubtful

accounts

Collateral

Limit of financing

amount

for individual

counter-party

Limit of total

financing amount

Item Value

Globe Union

UK Ltd.

PJH Group

Limited

Other

receivable

Yes $286,832

GBP6,934,554

$-

GBP-

$-

GBP-

- 2 $- For

operating

$- - $- $322,284

GBP8,289,186

(Note 3)

$322,284

GBP8,289,186

(Note 1)

Globe Union

Industrial

(BVI) Corp.

Globe

Union (UK)

Ltd.

Other

receivable

Yes $82,720

GBP2,000,000

$77,760

GBP2,000,000

$77,760

GBP2,000,000

- 2 $- For

operating

$- - $- $622,345

(Note 2)

$1,659,587

(Note 1)

Globe Union

Industrial

(BVI) Corp

Globe

Union

Cayman

Corp.

Other

receivable

Yes $41,360

GBP1,000,000

$38,880

GBP1,000,000

$38,880

GBP1,000,000

- 2 $- For

operating

$- - $- $622,345

(Note 2)

$1,659,587

(Note 1)

Globe Union

Industrial

(BVI) Corp

Qingdao

Globe

Union

Technology

Industrial

Corp.

Other

receivable

Yes $31,858

RMB6,800,000

$-

RMB-

$-

RMB-

- 2 $- For

operating

$- - $- $622,345

(Note 2)

$1,659,587

(Note 1)

Globe Union

Industrial

(BVI) Corp

Globe

Union

Industrial

Corp

Other

receivable

Yes $262,360

RMB56,000,000

$249,984

RMB56,000,000

$249,984

RMB56,000,000

- 2 $- For

operating

$- - $- $622,345

(Note 2)

$1,659,587

(Note 1)

Home

Boutique

International

Co., Ltd.

Home

Boutique

Co., Ltd

Other

receivable

Yes $3,000 $3,000 $3,000 - 2 $- For

operating

$- - $- $112,836

 (Note 4)

$225,672

 (Note 1)

Note 1: Total financing was limited to 40% of net equity of the lender as at 31 December 2018.
Note 2: Financing to individual counterparty was limited to 15% of the net equity of the lender as at 31

December 2018.
Note 3: Financing to individual counterparty was limited to 40% of the net equity of the lender as at 31

December 2018.
Note 4: Financing to individual counterparty was limited to 20% of the net equity of the lender as at 31

December 2018.
Note 5: Code 1 represents an intercompany transaction calls for a loan arrangement; code 2 represents short-

term financing.
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b. Endorsement/Guarantee provided: one.

c. Securities held as at 31 December 2018 (excluding subsidiaries,
associates and joint venture): None.

d. Individual securities acquired or disposed of with accumulated amount
exceeding the lower of NT$300 million or 20 percent of the capital stock
for the year ended 31 December 2018: None.

e. Acquisition of individual real estate with amount exceeding the lower of
NT$300 million or 20 percent of the capital stock for the year ended 31
December 2018: None

f. Disposal of individual real estate with amount exceeding the lower of
NT$300 million or 20 percent of the capital stock for the year ended 31
December 2018: None

g. Related party transactions for purchases and sales amounts exceeding the
lower of NT$100 million or 20 percent of the capital stock for the year
ended 31 December 2018:

Company Name Counter-party Relationship

Transactions
Details of non-arm's

length transaction

Notes and accounts receivable

(payable)

Note
Purchases

(Sales)
Amount

Percentage of

total purchases

(sales)

Term Unit price Term Balance

Percentage of

total

receivables

(payable)

Shenzhen Globe

Union Enterprise

Co., Ltd.

Globe Union

Industrial Corp.

Group direct

parent

company

Sales

$5,010,545

86.49%
180 days after

EOAP

No general

selling price to

be compared

with

Regular $2,234,544

134.57%
RMB 1,095,150,495 RMB 501,187,978

Shenzhen Globe

Union Enterprise

Co., Ltd.

Globe Union

Germany GmbH

& Co.KG

Associate Sales

$269,751

4.64%
120 days after

EOAP

No general

selling price to

be compared

with

Regular $60,965

3.67%
RMB 58,808,994 RMB 13,656,953
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Company Name Counter-party Relationship

Transactions
Details of non-arm's

length transaction

Notes and accounts receivable

(payable)

Note
Purchases

(Sales)
Amount

Percentage of

total purchases

(sales)

Term Unit price Term Balance

Percentage of

total

receivables

(payable)

Globe Union

(Canada) Inc.

Globe Union

Industrial Corp.

Group direct

parent

company

Purchase

$(289,191)

(86.92%)
90 days after

EOAP

No general

purchase price

to be

compared with

Regular $(78,546)

(118.36%)
CAD (12,462,793) CAD (3,478,543)

Gerber Plumbing

Fixtures,LLC

Globe Union

Industrial Corp.

Group direct

parent

company

Purchase

$(3,309,305)

(126.41%)
7 days after

Invoice

No general

purchase price

to be

compared with

Regular $(51,446)

(16.07%)
USD (109,574,257) USD (1,674,674)

Milim G&G

Ceramics Co., Ltd.

Globe Union

Industrial Corp.

Group direct

parent

company

Sales

$2,106,489

110.07%
30 days after

EOAP

No general

selling price to

be compared

with

Regular $152,512

135.95%
RMB 459,554,317 RMB 34,164,822

Globe Union

Germany GmbH &

Co.KG

Shenzhen Globe

Union Enterprise

Co., Ltd.

Associate Purchase

$(269,751)

(54.25%)
120 days after

EOAP

No general

purchase price

to be

compared with

Regular $ (60,965)

(49.53%)
EUR (7,575,362) EUR (1,742,647)

h. Receivables from related parties with amounts exceeding the lower of
NT$100 million or 20 percent of capital stock as at 31 December 2018:

Company Name Related Party Relationship Ending Balance
Turnover

Rate

Overdue receivables Amount

received in

subsequent period

Allowance

for bad debtsAmount collection status

Shenzhen Globe

Union Enterprise

Co., Ltd.

Globe Union Industrial Corp. Group direct

parent

company

$2,234,544

RMB 501,187,978
2.55 times $- -

$769,345

RMB 172,344,355
$-

Milim G&G

Ceramics Co., Ltd.

Globe Union Industrial Corp. Group direct

parent

company

$152,512

RMB 34,164,822
13.36 times $- -

$152,512

RMB 34,164,822
$-
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i. Transactions of derivative financial instruments:

Company Name Item Transaction Nominal Amount Contract Period Fair Value

PJH Group LTD Forward currency contract Sell GBP 542,923 2018/12-2019/02 $(198)

Forward currency contract Sell GBP 466,425 2018/11-2019/01 292

Forward currency contract Sell GBP 231,654 2018/12-2019/01 (84)

Forward currency contract Sell GBP   137,577 2018/11-2019/01 (2)

Forward currency contract Sell GBP   93,829 2018/12-2019/03 (46)

Forward currency contract Sell GBP   77,287 2018/11-2019/01 393

Forward currency contract Sell GBP   28,835 2018/12-2019/02 8

Subtotal $363

Home Boutique Forward currency contract Buy EUR 85,231 2019/01 $(4)

International Co., Forward currency contract Buy USD 143,990 2019/02 (13)

Ltd. Forward currency contract Buy USD   128,864 2019/03 (11)

Forward currency contract Buy USD   117,953 2019/02 (15)

Forward currency contract Buy USD    35,225 2019/01 (4)

Forward currency contract Buy USD    34,444 2019/01 1

Forward currency contract Buy USD 29,573 2019/01 1

Subtotal $(45)

(3) Information on investments in mainland China

a. Information on investments in mainland China from the Company through
Globe Union Industrial (B.V.I) Corp. and Globe Union (Bermuda) Ltd. as at
31 December 2018:

Investee company

Main

Businesses

and Products

Total Amount

of Paid-in

Capital

Method of Investment

Accumulated

Outflow of

Investment from

Taiwan as at 1

January 2018

Investment

Flows

Accumulated

Outflow of

Investment from

Taiwan as at 31

December 2018

Net income

(loss)

of investee

company

Percentage

of

Ownership

Investment

income (loss)

recognized

(Note 1)

Carrying

Value as at

31 December

2018

Accumulated

Inward

Remittance of

Earnings as at 31

December 2018

Outflow Inflow

Shenzhen Globe

Union Enterprise

Co., Ltd.

Manufacturing

and selling

plumbing

products

$1,698,373

(RMB

380,459,896)

Investment in Mainland

China companies through

a company invested and

established in a third

region

$- $- $- $- $209,922 100% $209,922

(Note 1)

$2,745,791 $188,508
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Investee company

Main

Businesses

and Products

Total Amount

of Paid-in

Capital

Method of Investment

Accumulated

Outflow of

Investment from

Taiwan as at 1

January 2018

Investment

Flows

Accumulated

Outflow of

Investment from

Taiwan as at 31

December 2018

Net income

(loss)

of investee

company

Percentage

of

Ownership

Investment

income (loss)

recognized

(Note 1)

Carrying

Value as at

31 December

2018

Accumulated

Inward

Remittance of

Earnings as at 31

December 2018

Outflow Inflow

Milim G&G

Ceramics Co., Ltd.

Manufacturing

and selling

sanitary

ceramic wares

$999,102

(RMB

223,813,280)

Investment in Mainland

China companies through

a company invested and

established in a third

region

$515,612

(USD 16,784,252)

$- $- $515,612

(USD

16,784,252)

$41,122 100% $41,122

(Note 1)

$1,271,721 $-

Qingdao Globe

Union Technology

Industrial Corp.

Manufacturing

and selling

plumbing

products

$1,697,972

(RMB

380,370,175)

Investment in Mainland

China companies through

a company invested and

established in a third

region

$370,115

(USD 12,048,000)

$- $- $370,115

(USD

12,048,000)

$13,625 100% $13,625

(Note 1)

$- $-

Accumulated Investment in
Mainland China as at 31 December

2018

Investment Amounts Authorized by
Investment Commission, MOEA

Upper Limit on Investment

$957,986 (USD 31,184,435) $1,463,838 (USD 47,650,991) Not applicable
(Note 2)

Note 1: Based on the financial statements audited by the certified accountants of the parent company
in Taiwan.

Note 2: According to Letter No. Shen-Zi-09704604680 issued by Ministry of Economic Affairs,
R.O.C., the Company's investment in Mainland China is not limited to 60% of net worth or
consolidated net worth specified by the Investment Commission.

b. Please refer to Note 7 for more details on the significant transactions between
the Company and investees in Mainland China in 2018.
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