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Independent Auditors’ Review Report

To the Board of Directors of PChome Online Inc.:

Introduction

We have reviewed the accompanying consolidated balance sheets of the PChome Online Inc. and its
subsidiaries (the “Group™) of March 31, 2020 and 2019, and the consolidated statements of comprehensive
income, changes in equity and cash flows for the three months then ended and notes to the consolidated
financial statements, including a summary of significant accounting policies. Management is responsible for the
preparation and fair presentation of the consolidated financial statements in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and International Accounting Standards
(“IASs”) 34, “Interim Financial Reporting” endorsed and issued into effect by the Financial Supervisory
Commission of the Republic of China. Our responsibility is to express a conclusion on the consolidated
financial statements based on our reviews.

Scope of Review

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

Basis for Qualified Conclusion

As stated in Note 4(b), the consolidated financial statements included the financial statements of certain non-
significant subsidiaries, which were not reviewed by independent auditors. These financial statements reflect the
total assets amounting to $1,404,988 thousand and $989,099 thousand, each constituting 9% and 7% of the
consolidated total assets as of March 31, 2020 and 2019, respectively; the total liabilities amounting to $217,650
thousand and $621,501 thousand, each constituting 2% and 6% of the consolidated total liabilities as of March
31, 2020 and 2019, respectively, and the total comprehensive loss amounting to $20,494 thousand and $39,595
thousand, constituting (37)% and (67)% of the consolidated total comprehensive income (loss) for the three
months ended March 31, 2020 and 2019, respectively.

Furthermore, as stated in Note 6(f), the other equity accounted investments of the Group in its investee
companies of $33,698 thousand and $50,439 thousand as of March 31, 2020 and 2019, respectively, and its
share of loss of associates and joint ventures accounted for using equity method on these investee companies of
$3,981 thousand and $4,804 thousand for the three months ended March 31, 2020 and 2019, respectively, were
recognized solely on the financial statements prepared by these investee companies, but not reviewed by
independent auditors.
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Qualified Conclusion

Except for the adjustments, if any, as might have been determined to be necessary had the financial statements
of certain consolidated subsidiaries and equity accounted investee companies described in the Basis for
Qualified Conclusion paragraph above been reviewed by independent auditors, based on our reviews, nothing
has come to our attention that causes us to believe that the accompanying consolidated financial statements do
not present fairly, in all material respects, the consolidated financial position of the Group as at March 31, 2020
and 2019, and of its consolidated financial performance and its consolidated cash flows for the three months
then ended in accordance with the Regulations Governing the Preparation of Financial Reports by Securities
Issuers and IASs 34, “Interim Financial Reporting™ endorsed and issued into effect by the Financial Supervisory
Commission of the Republic of China.

The engagement partners on the review resulting in this independent auditors’ review report are Chung-Yi
Chiang and Tsao-Jen Wu.

KPMG

Taipei, Taiwan (Republic of China)
May 13, 2020
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese.)
REVIEWED ONLY, NOT AUDITED IN ACCORDANCE WITH GENERALLY ACCEPTED AUDITING STANDARDS
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PCHOME ONLINE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the three months ended March 31, 2020 and 2019

(Expressed in Thousands of New Taiwan Dollars)

Sales revenue
Less: Sales returns
Operating revenue, net (Note (6)(t))
Operating costs (Note (6)(e))
Gross profit from operations
Operating expenses:
Selling expenses
Administrative expenses
Research and development expenses
Expected credit loss (Note (6)(d))
Total operating expenses
Net operating income
Non-operating income and expenses (Note (6)(v)):
Other income
Other gains and losses, net
Finance costs
Share of loss of associates and joint ventures accounted for using equity method, net
Total non-operating income and expenses
Profit from continuing operations before tax
Less: Tax expense (Note (6)(p))
Profit
Other comprehensive income (loss):
Items that may not be reclassified subsequently to profit or loss
Unrealized gains (losses) from investments in equity instruments measured at fair
value through other comprehensive income (loss)
Income tax related to components of other comprehensive income that will not be
reclassified to profit or loss
Items that may not be reclassified subsequently to profit or loss
Items that may be reclassified subsequently to profit or loss
Exchange differences on translation
Income tax related to components of other comprehensive income that will be
reclassified to profit or loss
Items that may be reclassified subsequently to profit or loss
Other comprehensive income (loss), net of tax
Total comprehensive income
Profit (loss), attributable to:
Profit, attributable to owners of parent
Loss, attributable to non-controlling interests

Comprehensive income attributable to:
Comprehensive income, attributable to owners of parent
Comprehensive loss, attributable to non-controlling interests

Earnings per share (Note (6)(s))
Basic earnings per share (NT dollars)
Diluted earnings per share (NT dollars)

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

.

For the three months ended March 31,

2020 2019
Amount Yo Amount Yo
$ 10,842,164 102 9,334,088 101
162.646 2 131,879 1
10,679,518 100 9,202,209 100
9.407.934 88 8,073,446 88
1,271,584 12 1,128,763 12
895,085 8 864,894 9
96,122 1 77,388 1
134,809 1 112,712 1
211 - 211 -
1,126,227 10 1,055,205 11
145,357 2 73,558
6,394 - 3,149 -
14,122 - 356 -
(15,155) - (16,151) -
(3.981) - (4,804) -
1,380 - (17.450) =
146,737 2 56,108 1
43,737 - 14,760 -
103,000 2 41,348 1
(55,151) D 10,636 -
(55,151) (1) 10,636 -
8,009 - 7,185 -
8.009 - 7,185 -
(47,142) [€)) 17,821 -
$ 55,858 1 59,169 1
$ 103,064 2 49,145 1
(64) - (1,797 -
$ 103,000 2 41,348 i
$ 56,280 1 66,261 1
(422) - (7,092) -
$ 55,858 1 59,169 1
$ 0.88 0.42
$ 0.88 0.42
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese.)
REVIEWED ONLY, NOT AUDITED IN ACCORDANCE WITH GENERALLY ACCEPTED AUDITING STANDARDS

PCHOME ONLINE INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the three months ended March 31, 2020 and 2019

(Expressed in Thousands of New Taiwan Dollars)

For the three months ended March 31,

2020 2019
Cash flows from operating activities:
Profit before tax 5 146,737 56,108
Adjustments:
Adjustments to reconcile profit:
Depreciation expense 174,779 176,865
Amortization expense 7,475 6,735
Expected credit loss 211 211
Net gain on financial assets at fair value through profit or loss (12,494) e
Interest expense 15,155 16,151
Interest income (2,703) (2,450)
Share-based payments of subsidiaries 658 953
Share of loss of associates and joint ventures accounted for using equity method 3,981 4,804
Gain on disposal of property, plant and equipment = (4)
Gain on lease modification (50) -
Total adjustments to reconcile profit 187.012 203.265
Changes in operating assets and liabilities:
Changes in operating assets:
Notes receivable (120) (1.358)
Accounts receivable 1,130 115,543
Lease receivable 742 -
Other receivable (139,233) (115,979)
Inventories 649,837 197,395
Other current assets (37.494) (13,146)
Other financial assets 20,225 (14,516)
Current asset recognized as right to recover products from customers 529 5.459
Total changes in operating assets 495,616 173.398
Changes in operating liabilities:
Contract liabilities 42,113 (11,900)
Notes payable 212 402
Accounts payable 124,496 (29,372)
Other payable (77,174) (120,127)
Receipts under custody 60,868 (45,782)
Other current liabilities (16,810) 177,588
Net defined benefit liabilities (402) (412)
Current refund liabilities 239 (5,816)
Other non-current liabilities (28) (348)
Total changes in operating liabilities 133.514 (35.767)
Total changes in operating assets and liabilities 629,130 137.631
Total adjustments 816.142 340.896
Cash flow generated from operations 962,879 397,004
Interest received 1,950 3,579
Interest paid (15,278) (15,468)
Income taxes paid (447) (446)
Net cash flows from operating activities 949.104 384,669
Cash flows used in investing activities:
Acquisition of financial assets at fair value through other comprehensive income - (10,000)
Acquisition of financial assets designated at fair value through profit or loss (1,020) (21,616)
Acquisition of investments accounted for using equity method - (27.460)
Increase in prepayments for investments (7,500) -
Acquisition of property, plant and equipment (28,389) (24,651)
Proceeds from disposal of property, plant and equipment - 3
Decrease in refundable deposits (4,108) 5
Acquisition of intangible assets (12,726) (9,722)
Other non-current assets (7.581) (29.736)
Net cash flows used in investing activities (61,324) (123.182)
Cash flows from financing activities:
Short-term borrowings (25,000) 200,000
Repayments of long-term borrowings (50,000) -
Payment of lease liabilities (125.189) (125.907)
Net cash flows from financing activities (200.189) 74.093
Effect of exchange rate changes on cash and cash equivalents 459 3,325
Net increase in cash and cash equivalents 688,050 338,905
Cash and cash equivalents at beginning of period 6.869.004 6,881,162
Cash and cash equivalents at end of period $ 7,557,054 7.220.067

The accompanying notes are an integral part of the consolidated financial statements.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese.)

REVIEWED ONLY, NOT AUDITED IN ACCORDANCE WITH GENERALLY ACCEPTED AUDITING STANDARDS AS OF MARCH 31, 2020 AND 2019

@)

@)

3)

PCHOME ONLINE INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2020 AND 2019

(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Organization and Business

PChome Online Inc. (the Company) was incorporated on July 14, 1998. The primary business scope of the
Company and its subsidiaries (together referred to as the Group) includes software design, digital
information supply, data processing, and wholesaling and retailing of office machinery, equipment, and
information software. '

On August 30, 2004, the board of directors of the GreTai Securities Market approved the Company’ s
application for stock listing, and it became officially listed and traded on January 25, 2005.

Approval Date and Procedures of the Consolidated Financial Statements

These consolidated financial statements were authorized for issue by the Board of Directors on May 13,
2020.

New Standards and Interpretations Not Yet Adopted:

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

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2020.

Effective date

New, Revised or Amended Standards and Interpretations per JASB
Amendments to IFRS 3 “Definition of a Business™ January 1, 2020
Amendments to IFRS 9, IAS39 and IFRS7 “Interest Rate Benchmark Reform” January 1, 2020
Amendments to IAS 1 and IAS 8 “Definition of Material” January 1, 2020

The Group assesses that the adoption of the abovementioned standards would not have any material
impact on its consolidated financial statements,

(b) The impact of IFRS issued by IASB but not yet endorsed by the FSC

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

Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets Between Effective date to
an Investor and Its Associate or Joint Venture” be determined
by IASB
IFRS 17 “Insurance Contracts” January 1, 2021

Amendments to IAS 1 “Classification of Liabilities as Current or Non-current”  January 1, 2022
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The Group is evaluating the impact of its initial adoption of the abovementioned standards or
interpretations on its consolidated financial position and consolidated financial performance. The
results thereof will be disclosed when the Group completes its evaluation.

(4) Summary of Significant Accounting Policies
(a) Statement of compliance

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

These consolidated interim financial statements have been prepared in accordance with the
preparation and guidelines of IAS 34 “Interim Financial Reporting” which are endorsed by FSC and
do not include all of the information required by the Regulations and International Financial
Reporting Standards, International Accounting Standards, IFRIC Interpretations and SIC
Interpretations endorsed by the FSC (hereinafter referred to IFRS endorsed by the FSC) for full
annual consolidated financial statements.

Except the following accounting policies mentioned below, the significant accounting policies
adopted in the consolidated interim financial statements are the same as those in the consolidated
financial statement for the year ended December 31, 2019. For the related information, please refer
to note 4 of the consolidated financial statements for the year ended December 31, 2019,

(b) Basis of consolidation

1. List of subsidiaries in the consolidated financial statements:

Name of Principal Shareholding
investor Name of subsidiary activity 2020.3.31  2019.12.31  2019.3.31  Noie
The Company PChome Store Inc.  Internet services 3435 % 3435 % 3435% Note2
7 Linktel Inc. Type II 100.00 %  100.00% 100.00 % Notel
Telecommunications
Business
u PChomePay Inc. Online payment 55.06 % 55.06 % 21.18 %
processing services
” IT Home Publications Magazine 106.00 % 100.00% 100.00 % Notel
Inc. publication
” PChome US Inc. E-commerce 91.97 % 91.97 % 91.97 % ”
platform
’ PC Home Online International trade 100.00 % 100,00 %  100.00 % -
International Co., Ltd. and investment
activities
* eCommerce Group  Investment activities  100.00 %  100.00 %  100.00 %
Co., L1d.
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Name of Principal Shareholding
investor Name of subsidiary activity 2020.3.31  2019.12.31 2019.3.31 Note
The Company Pi Mobile Technology Online payment 100.00 % 100.00 %  100.00 %
Inc. processing services
v PChome (Thailand)  E-commerce 65.00 % 63.00 % 65.00% Notel
Co., Ltd. platform
” PChome Travel Inc.  Travel agency 100.00%  100.00 % 100,00 % ”
business
” PChome Financial Information service 100.00 %  100.00 %  100.00 % o
Technology Inc.
ol PChome Holding Inc. Investment activities  100.00 %  100.00%  100.00 %
” PChome Express Co., Transportation and 100.00 %  100.06 %  100.00 %
Lid. logistics
” Chunghwa PChome Investment activities 50.00 % 50.00 % 50.00 % - Notel
Fund 1 Co., Ltd.
o Comerstone Ventures . 51.00 % 51.00 % 51.00 % ”
Co., Ltd.
o PChome CB Co., Ltd. E-commerce cross- 70.00 % 70.00 % - % TNotes 1
border services and 3
i Mitch Co., Ltd. Clothing sales 60.00 % 60.00 % - % Notes 1
and 7
PChome ¢Bay Co.,  PChomePay Inc. Online payment 24.14 % 24.14 % 24.14 %
Lid. processing services
" PChome Store Inc.  Internet services 22.16 % 22.16 % 22.16 % Note2
PChome Store Inc.  PChomePayInc.  Online payment - % - % 33.88 %
processing services
PChomePay Inc. Pay and Link Inc. Electronic payment 100.00% 100.00 %  100.00 %
business
i Zhen Jin Lian Online payment 100.00% 100.00% 100.00% Notel
International Co., Ltd. processing services
” Yin Te Lian 7 100.00 %  100.00 %  100.00 % ”
International Co., Ltd.
” Yun Tung Bao ’ 100.00 %  100.00 %  100.00 % -
International Co., Ltd,
IT Home Publications Yiabi Inc. Information - % - % 100.00 % Noteg
Inc. processing and
provision of
electronic
information
PC Home Online PChome Online Inc.  International trade 100.00% 10000 % 100.00 % Notel
International Co., Ltd. and investment
activities
eCommerce Group  Ruten Global Inc. Investment activities 100,00 %  100.00 %  100.00 %
Co., Ltd.
PChome Online Inc. PC Home Online Information service 100.00% 100.00% 100.00% Notel

(HK) Ltd.

and indirect
investment activities

~10~
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Name of Principal Shareholding
investor Name of subsidiary activity 2020.3.31  2019.12.31 2019.3.31 Note
Ruten Global Inc. EC Global Limited  Investment activities = 100.00 %  100.00 %  100.00 % Note 1
i PChome ¢Bay Co.,  Information 65.00 % 65.00 % 65.00 %
Ltd. processing and
provision of
electronic
information
” Ruten Singapore Pte, " 65.00%  65.00%  65.00% Notel
Lid.
PC Home Online Shanghai Todo Inc.  Software and - % - % 100.00% Note9
(HK) Lid. internet technical
consulting service
EC Global Limited = PChome Trading International trading - % - % 100.00 % ”
(Shenzhen) Ltd. E-commerce
PChome Holding Inc. PChome Marketplace [nvestment activities  100.00 %  100.00 %  100.00 %
Inc.
PChome Marketplace PChome Japan KK International frading  100.00 % 100.00 %  100.00 % Notel
Inc. E-commerce
i PChome Store Inc. Internet services 3578 % 35.78 % 3578 % Note2
PChome CB Co., Ltd. PChome CBS Co., ” 100.00 %  100.00 % - % Notesl
Ltd. and 4
” PCHOME CB PTE. v 106.00 %  100.00 % - % Notes 1
LID. and 5
PCHOME CB PTE. PChome Bibian Inc. E-commerce cross- 100.00 %  100.00 % - % Notes 1
LTD. border services and 6
Note I: The financial statements of the non-significant subsidiaries have not been reviewed.
Note 2: The Group holds more than 50% of its outstanding equity shares. Therefore, it was
included in the consolidated financial statement.
Note 3: The subsidiary was established on June 10, 2019.
Note 4: The subsidiary was acquired on July 1, 2019.
Note 5: The subsidiary was established on September 5, 2019.
Note 6: The subsidiary was established in the fourth quarter of 2019.
Note 7: The subsidiary was established on October 3, 2019.

Note 8: The subsidiary was dissolved on August 16, 2019.

Note 9: The subsidiary was dissolved in the fourth quarter of 2019.

2.List of subsidiaries which are not included in the consolidated interim financial statements:

None.
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(c) Employee benefits

The pension cost in the consolidated interim financial statements was calculated and disclosed on a
year-to-date basis by using the actuarially determined pension cost rate at the end of the prior fiscal
year, adjusted for significant market fluctuations since that time and for significant curtailments,
settlements, or other significant one-off events.

(d) Income taxes

The income tax expenses have been prepared and disclosed in accordance with paragraph B12 of
International Financial Reporting Standards 34, Interim Reporting.

Income tax expenses for the period are best estimated by multiplying pre-tax income for the interim
reporting period by the effective annual tax rate as forecasted by the management.

Temporary differences between the carrying amounts of assets and labilities for financial reporting
purposes and their respective tax bases shall be measured based on the effective tax rate at time of
realization or liquidation and recognized directly in equity or other comprehensive income as tax
expense.

Major Sources of Accounting Assumptions, Judgments and Estimation Uncertainty

The preparation of the consolidated interim financial statements in conformity with the Regulations and
IFRSs (in accordance with IAS 34 “Interim Financial Reporting” and endorsed by the FSC) requires
management to make judgments, estimates and assumptions that affect the application of the accounting
policies and the reported amount of assets, liabilities, income and expenses. Actual results may differ from
these estimates.

The principles of preparation of the consolidated interim financial statements and the related significant
estimates and underlying assumptions are consistent with note 5 of the consolidated interim financial
statements for the year ended December 31, 2019.

Explanation to Significant Accounts

Except for the following disclosures, there is no significant difference as compared with those disclosed in
the consolidated financial statements for the year ended December 31, 2019. For other information about
the accounting policies, please refer to note 6 of the consolidated financial statements for the year ended
December 31, 2019. ,

~12~
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(a) Cash and cash equivalents

2020.3.31 2019.12.31 2019.3.31
Cash on hand $ 803 1,056 16,480
Checking accounts 43,391 18,712 81,370
Savings accounts 5,849,235 5,572,425 5,893,636
Foreign currency deposits 161,845 180,992 121,983
Time deposits 1,491,686 1,090,700 1,091,700
Cash equivalents 10,094 5,119 14,898
Cash and cash equivalents in consolidated $ 7,557,054 6,869,004 7.220,067

statement of cash flows

Please refer to Note 6(w) for the interest analysis and sensitivity analysis of the financial assets and

liabilities of the Group.
(b) Financial assets designated at fair value through profit or loss
2020.3.31 2019.12.31 2019.3.31

Mandatorily measured at fair value

through profit or loss:

Preferred stocks $ 72,113 36,983 -

Foreign convertible bonds - 21.616 21,616
Total $ 72,113 58,599 21.616

1.The Group acquired FP International Limited’ s convertible bonds for $21,616 thousand for the
three months ended March 31, 2019. The convertible bonds were fully converted into 42,000
preferred shares in the first quarter of 2020, with the fair value of $33,408 thousand. The
transaction was recognized at financial assets designated at fair value through profit or loss.

2.The Group acquired Ecommerce Enablers Pte. Ltd.’s preferred stocks for $1,020 thousand for the
three months ended March 31, 2020, and transaction was recognized as financial assets designated
at fair value through profit or loss.

3.Abovementioned financial assets designated at fair value through profit or loss of the Group had
not been pledged as collateral.

(¢) Non-current financial assets at fair value through other comprehensive income

2020.3.31 2019.12.31 2019.3.31
Equity instruments at fair value through
other comprehensive income
Stocks unlisted on domestic markets S _ 159.178 214,329 110.478

~13~
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1.The Group holds these equity instruments, which are not held for trading at designated fair value
through other comprehensive income, for long-term strategic purposes.

2.The Group acquired 500 thousand shares of Famicloud Inc. common stock for $10,000 thousand
for the three months ended March 31, 2019, and transaction was recognized as financial assets at
fair value through other comprehensive income.

3.For the information about the credit risk and market risk, please refer to note 6(x).

4.Abovementioned financial assets at fair value through other comprehensive income of the Group
had not been pledged as collateral.

(d) Notes and accounts receivable, other receivables, and lease payments receivable, net

2020.3.31 2019.12.31 2019.3.31
Notes receivable-measured as amortized cost $ 494 . 374 1,470
Trade receivable-measured as amortized cost 510,808 511,938 519,616
Other receivables-measured as amortized cost’ 1,301,283 1,161,297 844,591
Lease receivable 6,582 7,324 9.488
Less: Allowance for impairment loss (1.623) (1,412) (925)
3 1,817,544 1,679,521 1,374,240

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

2020.3.31
Gross carrying  Expected loss  Loss allowance
amount rate provision
Current $ 1,809,590 0.002%~0.21% 160
Past under 180 days 5,488  0.53%~10% 1,028
Over 181 days past due 4,089 25%~100% 435
$ 1,819,167 1623
2019.12.31
Gross carrying Weighted- Loss allowance
amount average provision
Current $ 1,678,644 0.002%~0.021% 867
Past under 180 days 1,446 0.53%~10% 219
Over 181 days past due 843  25%~100% 326
§ 1,680,933 1.412
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2019.3.31
Grass carrying Weighted- Loss allowance
amount average provision
Current $ 1,362,917 0.602%~0.041% 32
Past under 180 days 1,450 10%~60% 267
Over 181 days past due 1310  25%~100% 626
L3 1,365,677 925

The movement in the allowance for notes and trade receivable was as follows:
For the three months ended March 31,

2020 2019
Balance at January 1 5 1,412 714
Impairment losses recognized 211 211
Balance at March 31 3 1.623 925
Inventories
2020.3.31 2019.12.31 2019.3.31
Merchandise inventories $ 1,043,216 1,694,672 1,066,349
Less: Allowance for inventory valuation
and obsolescence losses (7.906) (9.525) (12.919)
$ 1,035,310 1,685,147 1,053,430

As of March 31, 2020, December 31, 2019, and March 31, 2019 the Group’s inventories were not
pledged as collateral.

The details of operating cost were as follows:
For the three months ended March 31,

2020 2019
Cost of goods sold b 9,409,095 8,072,724
Provision for inventory market price decline and obsolescence
(Gain from price recovery of inventory) (1,619) 722
Loss on physical inventory 458 -
b 9,407,934 8,073,446

The factors that caused the net realizable value of inventories to be lower than the cost no longer
exist, resulting in the net realizable value of inventory to increase and be recognized as profit or loss
on inventory for the three months period ended March 31, 2020.

~15~
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(f) Investments accounted for using equity method

A summary of the Group’s financial information for investments accounted for using the equity
method at the reporting date is as follows:

2020.3.31 2019.12.31 2019.3.31
Associates $ 33.698 37,488 50,439

1.Associates
Associates to the Group consisted of the followings:

Main operating

location/
Nature of Registered Proportion of shareholding
Name of Relationship Country of the and voting rights
Associates with the Group Company 2020.3.31 2019.12.31 2019.3.31

Rakuya Real estate business, Taiwan 2647 % 26.47 % 2647 %
International and internet

Info. Co. Ltd.  information rental

service
Ruten Japan KK Information Japan 49.00 % 49.00 % 49.00 %

processing and
provision of electronic
information

2.Collateral

As of March 31, 2020, December 31, 2019, and March 31, 2019, the Group did not provide any
investment accounted for using equity method as collaterals.

3.The unreviewed financial statements of investments accounted for using equity method

Investments were accounted for by the equity method, and the share of profit or loss and other
comprehensive income of those investments were calculated based on the financial statements that

have not been reviewed.
(g) Material non-controlling interests of subsidiaries

The material non-controlling interests of subsidiaries were as follows:

Percentage of
Main operation non-controiling interests
Subsidiaries place 2020.3.31 2019.12.31 2019.3.31
PChome Store Inc. Tatwan 7.711 % 771 % 771 %
PChomePay Inc. Taiwan 20.80 % 20.830 % 20.80 %
PChome eBay Co., Ltd. Taiwan 35.00 % 35.00 % 35.00 %
Chunghwa PCheme Fund 1 Co., Ltd, Taiwan 50.00 % 50.00 % 50.00 %

~16~
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The following information of the aforementioned subsidiaries have been prepared in accordance with
the Regulations Governing the Preparation of Financial Reports by Securities Issuers. Intra-group
transactions were not eliminated in this information.

1.PChome Store Inc.’s collective financial information:

2020.3.31 2019.12.31 2019.3.31
Current assets 3 767,540 901,761 1,398,333
Non-current assets 34,373 47,036 253,331
Current Iiabilities (1,029,412) (1,160,982) (2,095,842)
Non-current liabilities (463.016) (468.644) (577.052)
Net assets b (690.515) {680,829) {1,021,230)
Non-controfling interests 3 (97.,445) {96,698) (205,033)
Yor the three months ended March 31,
2020 2019
Sales revenue b} 275,934 431,816
Net loss $ (9,686) (44,842)
Other comprehensive loss - -
Comprehensive loss § (9,686) (44,842)
Loss, attributable to non-controlling interests $ (747) (3,457
Comprehensive loss, attributable to non-controlling interests $ (747) (3,457)
2.PChomel’ay Inc.’s collective financial information:
2020.3.31 2019.12.31 2019.3.31

Current assets $ 1,186,809 1,144,784 1,108,283
Non-current assets 373,388 382,309 399.404
Current liabilities (1,064,904) (1,016,402) (948,599)
Non-current liabilities (2.773) (3.361) -

Net assets s 492,520 507,330 559,088
Non-controlling interests ) 102,444 105,525 116,290
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For the three months ended March 31,

2020 2019
Sales revenue $ 11,704 7,076
Net loss $ (14,810} (16,041)
Other comprehensive income - -
Comprehensive loss $ (14,810) (16,041)
Loss, attributable to non-controlling interests 3 (3,081) (3,337)
Comprehensive loss, attributable to non-controlling interests $ (3,081) (3,337
3.PChome eBay Co., Ltd.’s collective financial information:
2020.3.31 2019.12.31 2019.3.31
Current assets $ 832,067 821,647 723,051
Non-current assets 181,843 185,631 117,528
Current liabilities (236,442) (243,788) (206,914)
Non-current liabilities (16,065) (19.478) (30,065)
Net assets ] 761,403 744.012 603,600
Non-controlling inierests 3 266,491 260,404 211,260
For the three months ended March 31,
2020 2019
Sales revenue $ 232,808 221,703
Net gain $ 17,029 6,976
Other comprehensive income - -
Comprehensive income $ 17,029 6,976
Gain, attributable to non-controlling interests $ 5,960 2,442
Comprehensive income, attributable to non-controlling interests $ 5,960 2,442
4.Chunghwa PChome Fund 1 Co., Ltd.’s collective financial information:
2020.3.31 2019.12.31 2019.3.31

Current assets $ 326,497 351,441 395,629
Non-current assets 72,113 36,983 -

Current liabilities (321) @261) {149)
Net assets $ 398,289 388,163 395,480
Non-controlling interests $ 199,145 194,082 197,740
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For the three months ended March 31,

2020 2019
Net gain (loss) $ 10,126 (2,468)
Other comprehensive income - -
Comprehensive income (loss) % 10,126 (2,468)
Gain (loss), attributable to non-controlling interests 5 5,063 (1,234)
Comprehensive income (loss), attributable to non-controlling interests  $ 5.063 (1,234)

(h) Property, plant and equipment

®

The cost and depreciation of the property, plant and equipment of the Group for the three months
ended March 31, 2020 and 2019, were as follows:

Furniture and

Transportation office Leasehold Leased
equipment equipment improvements assets Total
Carrying amounts;
Balance at January 1, 2020 3 52,768 358,682 165,723 7,803 584,976
Balance at March 31, 2020 $ 50,861 353,077 161491 6,998 572,427
Balance at January 1, 2019 § 24,406 316,650 188,917 11,032 541,005
Balance at March 31, 2019 5 34,231 292,887 176,104 10,222 513,444

There were no significant additions, disposal, or impairment in property, plant and equipment for the
three months ended March 31, 2020 and 2019. The details of depreciation are disclosed in note
12(a). For other information about the property, plant and equipment, please refer to note 6(k) of the
consolidated financial statements for the year ended December 31, 2019.

Right-of-use assets

The Group leases many assets including buildings, machinery and equipment. Information about
leases for which the Group as a lessee is presented as below:

Machinery and Transportation

Buildings equipment equipment Total
Cost:
Balance as of January 1, 2020 5 3,402,610 73,079 1,165 3,476,854
Additions 7,000 - - 7,000
Decrease (10.552) - - (10,552)
_ Balance as of March 31, 2020 3 3,399,058 73,079 1,165 3,473,302
Balance as of January 1, 2019 $ 3,277,618 73,089 - 3,350,707
Effect of changes in foreign
exchange rates 61 - - 61
Balance as of March 31, 2019 ) 3,277,679 73,089 - 3,350,768
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Machinery and Transportation

Buildings equipment equipment Total

Accumulated depreciation and

impairment losses:

Balance as of Yanuary 1, 2020 3 503,592 13,491 281 517,364

Depreciation for the year 125,164 3,373 120 128,657

Other decrease (4,800) - - (4,800}

Effect of changes in foreign

exchange rates 22) - - (22)

Balance as of March 31, 2020 $ 623,934 16,864 401 641,199

Balance as of January 1,2019  § - - - -

Depreciation for the year 126,269 3,373 - 129,642

Effect of changes in foreign

exchange rates 3 - - 3

Balance as of March 31, 2019 $ 126,272 3,373 - 129,645
Carrying amount:

Balance as of Januvary 1, 2020 3 2,899,018 59,588 884 2,959,490

Balance as of March 31, 2020 $ 2,775,124 56,215 764 2,832,103

Balance as of January 1, 2019 $ 3,277,618 73,089 - 3,350,707

Balance as of March 31, 2019 3 3,151,407 69,716 - 3,221,123
Intangible assets

The costs and amortization of intangible assets of the Group for the three months ended March 31,
2020 and 2019, were as follows:

Software Goodwill Total
Carrying amounts:
Balance at January 1, 2020 3 54,352 99,358 153,710
Balance at March 31, 2020 $ 57.773 99,358 157,131
Balance at January 1, 2019 $ 28,224 - 28,224
Balance at March 31, 2019 Y 30,215 - 30,215

There were no significant additions, disposals or impairment in intangible assets for the three months
ended March 31, 2020 and 2019. The details of amortization expenses are disclosed in note 12(a), for
other information about the intangible assets, please refer to notes 6(g) and 6(m) of the consolidated
financial statements for the year ended December 31, 2019.
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(k) Short-term borrowings

)

2020.3.31 2019.12.31 2019.3.31
Unsecured bank loans $ 515,000 540,000 400,000
Unused short-term credit line 3 9,117 40,117 300,000
Range of interest rates 0.95%~1.20% 1.20%~1.33% 1.15%~1.59%

The Group for the collateral for short-term borrowings, please refer to note (8).

Current contract liabilities, Other current liabilities, Receipts under custody and Current refund
liabilities

2020.3.31 2019.12.31 2019.3.31
Current contract liabilities b 464,034 421,921 387,808
Receipts under custody-online payment
processing service mainly 1,666,231 1,605,363 1,842,176
Other 529,298 546,107 275,869
Current refund liabilities 38.565 38.326 26,694
$ 2,698,128 2,611,717 2,532,547

The Group received the advance receipts from consumers who purchased goods or online service
points.

Agreements were entered into between the Group and its online sellers for entrusting the Group to
collect sellers' online transaction payments. Collections were recognized under receipts under
custody and were accounted for as payables to the sellers.

Current refund liabilities were expected to be paid to customers due to their right to refund the
goods. .

(m) Long-term borrowings

The details were as follows:

2020.3.31
Currency Rate Maturity year Amount
Unsecured bank loans TWD 0.95% 2028 8 800,000
Secured bank loans TWD 1.35% 2025 550,000
Less: current portion (200,000)
Total $ 1,150,000

Unused long-term credit lines
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2019.12.31
‘ Currency Rate Maturity year Amount
Unsecured bank loans NTD 1.20% 2028 $ 800,000
Secured bank loans NTD 1.59% 2025 600,000
Less: current portion (250.000)
Total $ 1,150,000
Unused long-term credit lines S -
2019.3.31
Currency Rate Maturity year Amount
Unsecured bank loans TWD 1.20% 2028 $ 900,000
Secured bank loans TWD 1.59% 2025 650,000
Less: current portion ) (200,000)
Total 3 1,350,000
Unused long-term credit lines $ -

For the collateral for long-term borrowings, please refer to note 8.

The subsidiary PChome Store Inc. entered into the syndicated credit agreement with the financial
institution. According to the terms of the agreement, PChome Store Inc. should maintain certain
financial ratios on balance sheet date. As of March 31, 2020, the Group was in compliance with the
financial covenants mentioned above.

Lease liabilities

Lease liabilities of the Group carrying amounts were as follows:

2020.3.31 2019.12.31 2019.3.31
Current $ 506,688 503,193 499.977
Non-current $ 2,368,127 2,495,611 2,750,179

Maturity analysis please refer to note (6)(w).

The amounts recognized in profit or loss were as follows:
For the three months ended March 31,

2020 2019
Interest on lease liabilities b 8,722 9,935
Expenses relating to short-term leases $ 9,536 11,095
Expenses relating to leases of low-value, excluding short-term 3 3.871 421

leases of low-value assets
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The amounts recognized in the statement of cash flows for the Group was as follows:

For the three months ended March 31,
2020 2019
Total cash outflow for leases s 147,318 147,358

Real estate leases

As of March 31, 2020 and 2019, the Group leases land and buildings for its office space and
warchouses. The leases of office space typically run of a period for 3 to 5 years, and of
warehouses for 3 to 12 years. Some leases include an option to renew the lease for an additional
period of the same duration after the end of the contract term.

(o) Employee benefits
1.Defined benefit plans

Management believes that there was no material volatility of the market, no material
reimbursement and settlement or other material one time events since prior fiscal year. As a result,
the pension cost in the accompanying interim consolidated financial statements was measured and
disclosed according to the actuarial results as of December 31, 2019 and 2018.

The details of the Group’s expenses were as follows:

For the three months ended March 31,

2020 2019
Selling expenses (10) (11)
Administration expenses 58 62
Research and development expenses 2) 8))]
$ 46 50

2.Defined contribution plans

The Group deposited the amounts as follows under the pension plans to the Bureau of Labor

Insurance:
For the three months ended March 31,
) 2020 2019
Operating cost $ 2,125 1,210
Selling expenses 11,377 12,305
Administration expenses 2,625 2,065
Research and development expenses 3.998 3,450
$ 20,125 19,030




(English Translation of Consolidated Financial Statements Originally Issued in Chinese.)
REVIEWED ONLY, NOT AUDITED IN ACCORDANCE WITH GENERALLY ACCEPTED AUDITING STANDARDS AS OF MARCH 31, 2020 AND 2019

PCHOME ONLINE INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2020 AND 2019

(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(p) Income taxes
1. Income tax expense recognized in profits or losses
The amount of income tax was as follows:

For the three months ended March 31,

2020 2019

Current income tax expense:

Current period ' $ 43,621 24,958

Adjustment for prior periods 121 (10,273)

43,742 14,683

Deferred tax benefit:

Origination and reversal of temporary differences (5 75
Income tax expense 5 43,737 14,760

2.The amount of income tax expense recognized in other comprehensive income for the three
months ended March 31, 2020 and 2019, both is zero.

3.The Company’s tax returns for the years through 2017 were examined and approved by the Taipei
National Tax Administration.

(q) Capital and other equity

Except as described in the following paragraph, there were no significant changes in the Company’s
capital stock and other equity components for the three months ended March 31, 2020 and 2019. For
other information about the stockholders' equity please refer to note 6(v) of the consolidated
financial statements for the year ended December 31, 2019.

1. Capital surplus

The balance of additional paid-in capital was as follows:

2020.3.31 2019.12.31 2019.3.31
Share capital $ 1,694,160 1,694,160 2,484,507
Difference between consideration and
carrying amount of subsidiaries
acquired or disposed 8,643 8,643 8,643
Changes in equity of subsidiaries 19.635 19.608 15.224
$ 1,722.438 1,722.411 2,508,374
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According to the R.O.C. Company Act, capital surplus can only be used to offset a deficit, and
only the realized capital surplus can be used to increase the common stock or be distributed as
cash dividends. The aforementioned realized capital surplus includes capital surplus resulting
from premium on issuance of capital stock and earnings from donated assets received. According
to the Regulations Governing the Offering and Issuance of Securities by Securities Issuers, capital
increases by transferring capital surplus in excess of par value should not exceed 10% of the total
common stock outstanding.

2. Retained earnings

The Company’s article of incorporation stipulate that Company’s net earnings should first be used
to offset the prior years' defic