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|.  LETTER TO SHAREHOLDERS

Dear Shareholders,

Thank you for taking the time to attend the Company's 2019 regular shareholder meeting. The Company's
performance, revenue, and profits in the past year have been kept at a considerable level due to the
teamwork and diligence of all colleagues. The Company's 2018 business overview and overview of the
2019 Business Plan and future development strategies are stated below.

1. 2018 Business Overview

(1)

Operating Results

The consolidated operating revenue in 2018 was NT$4,847,096,000 (values with unspecified
currency hereafter are also NTD), which was a $367,509,000 (8.2%) increase from the consolidated
operating revenue in 2017. The consolidated operating expense was $178,722,000, non-operating
income and expenditure was $105,854,000 and consolidated net profit after tax was $806,912,000,
an increase of $45,573,000 from the consolidated net profit after tax in 2017. The Company’s
earnings per share was $12.04, an increase of $0.63 from the earnings per share of $11.41 in 2017.

Business Performance

Looking back to 2018, ECOVE not only maintained the existing waste management businesses and
steadily increased revenue in the operations of processing facilities but also actively expanded the
scope of services and won several contracts, which helped maintain the revenue, net profit after
tax and earnings per share up to a certain level. The Company's new contracts include operations
of energy-from-waste (EfW) plants and electro-mechanical engineering. On the basis of the current
business services, we successfully obtained business opportunities, including the operations of
other EfW plants and equipment maintenance, update and annual service projects of the MRT and
Taoyuan Airport facilities. We’ve also successfully won the operation and Management (O&M)
service contract extension of Macau EfW Plant. In the field of circular economy, the Company has
continued to seek new investment opportunities and arrangements besides the PET bottle
recycling business expansion in the affiliated company, BoReTech Co., Limited. For instance, we
successfully acquired Taoyuan City Biomass Energy Center BOT project and entered the biomass
energy and planning construction for a recycling facilities of new generation circular economy. The
Company also invested in solvent distillation processing plants, turning process equipments into
waste solvent recycling for reuse. In new energy field, we has bought the external equity of the
joint venture company, GDDC, and contributed in the development, construction, operation and
investment in solar power plant. In addition to successfully completing the construction,
parallelization and sale electricity of several solar power plants in Taiwan, we has also acquired
several new development rights that are under constructions, and large-scale projects have also
been actively under development. Furthermore, the US New Jersey project has been in stable
operation and its power generation efficiency meets expectation.

2. Overview of the 2019 Business Plan

Replacing linear economy with circular economy has become a global trend. Protecting the Earth is
our mission and we shall intensify industrial distribution in the three core areas to make ECOVE the
leading role of resource cycling in Taiwan.

(1)

EfW and Waste Management

In terms of domestic development, other than consolidating existing businesses and implementing
Taoyuan City biomass energy project, the Company have also cooperated with local governments
for extension of EfW plants and the diversified waste treatment plan. Matured experiences and
technologies overseas have been introduced to provide Total Solution. ECOVE has been actively
developing new opportunities and participating in government bids. For overseas development, the
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Company has entered ASEAN, China and India, proactively expressing our wishes to work with the
local governments and collaborate with complementary companies. We have also actively engaged
in forums of related fields and promoted overseas the successful model of EfW plants in PPP (BOT)
approach as well as matured O&M (including ROT) ability in line with the Taiwanese government’s
New Southward Policy replicated abroad.

(2) Photovoltaic Power

In addition to the maintenance of stable operation for existing projects in domestic, ECOVE will
implement the newly acquired projects to conduct commercial operation as planned, and expand
the developments of the re-emerged landfill, water surface or other ground-type projects. In line
with government expansionary policy, we combine resources from external partners, conduct
careful evaluation, and proactively obtain large-scale project opportunities. For overseas, in addition
to maintaining a stable operation for the US New Jersey project, ECOVE continues to develop suitable
targets in major countries and emerging market and adheres to the green energy laws and policies
in different countries in hopes of introducing strategic investment partners to expand investment
scale and reduce financial burden and risks.

(3) Recycling

Waste isopropyl alcohol (IPA) recycling programs have been implemented with relentless
investigation on various industrial conditions. Internal and external technical resources have been
integrated to identify other types of recycling and reusable items in domestic and overseas markets,
including recycling of valuable raw materials, waste or wastewater from industrial manufacture and
daily waste products. Besides duplicating and promoting the successful model of the waste IPA
recycling program, ECOVE has also actively evaluated the appropriate targets for mergers and
acquisitions.

Looking ahead, the Company is working to become the most reliable provider of industry-leading
resources cycling services. The Company's mission shall apply technical knowhow to advance efficiencies
in resource cycling and Optimize resource recycling performance. The company has a corporate culture of
professionalism, integrity, teamwork, and innovation to establish ECOVE as the leader of resource recycling
in Taiwan. We hope to adopt an excellent brand image and work quality that embraces this mission while
we continue to provide comprehensive services to the world, society, and the environment in order to
satisfy customer requirements and expectations with sustainable development and achieve new heights
in growth!

Finally, I wish you all health and prosperity.
Chairman

J. J. Liao



Il. Company Profile

2.1 Date of Incorporation: Dec. 13, 1999

2.2 Company History

1999.12 CTCI Corp. and CTCI Investment Corp. co-founded ECOVE Environment Corp.

200105 In order to deal with waste business, ECOVE Environment Corp. wholly-owned to
establish ECOVE Waste Management Corp.

2007.08 ECOVE Environment Corp. acquired 98% equity of ECOVE Wujih Energy Corp. and
93.16% equity of ECOVE Environment Services Corp.
ECOVE Environment Services Corp. acquired the operation and maintenance of the

2009.04 Macao Waste Incineration Center and established a joint venture company,
“SINOGAL - Waste Services Co., Ltd.” in Macau under the joint contract agreement.

2010.05 ECOVE Environment Corp. shares were listed on the Taipei Stock on May 27, 2010.

2010.11 ECOVE Environment Corp. issued the first domestic unsecured conversion of
corporate bonds.

2010.11 ECOVE Environment Corp. acquired 36% equity of ECOVE Miaoli Energy Corp.

201101 ECOVE Environment Corp. continued to acquired 39% equity of ECOVE Miaoli Energy
Corp., holding a total of 75% equity of ECOVE Miaoli Energy Corp.

2011.06 ECOVE Environment Corp. and Gintech Energy Corp. each invested 50% to establish
"ECOVE Solar Energy Corp."

2011.12 ECOVE Environment Corp. set up salary and compensation committee.

2013.07 ECOVE Environment Services Corp. wholly-owned to establish “ECOVE Environment
Consulting Corp.”.

2014.06 ECOVE Environment Corp. set up audit committee.

2014.07 ECOVE Environment Corp. invested BORETECH Resource Recovery Engineering Co.,
Ltd. (Cayman), participate in the Recycle Polyethylene Terephthalate.
The voting power at the 2016 Annual General Shareholders’ Meeting can be

2016.06 exercised by way of electronic transmission and adopt nominations for candidates
through election of directors.

2016.10 ECOVE Environment Service Corp. won "2016 National Standardization - Corporate
Standardization Award" from Ministry of Economic Affairs

2016.11 ECOVE Environment Service Corp. won "2016 National Occupational Safety & Health
Award" from Ministry of Labor

2017.08 New Brand " ECOVE |

2017 11 ECOVE Environment Corp. received the world’s first BSI 8001 circular economy
certification from BSI.

2017 11 ECOVE Environment Corp. received “Circular Economy Sustainability Award” from
BSI.

2018.05 ECOVE Environment Corp. invested ECOVE Solvent Recycling Corp. to develop W-IPA
recycling business.

2018.05 ECOVE Env.ironment Corp. ranked “Top 5% of Corporate Governance Evaluation” for
4 consecutive years

2018.06 ECOVE Environment Corp. for 2 consecutive years was acquired “Sustainability




Report AA1000 Certificate” by BSI.

2018.07 Miaoli Plant won 2017 EfW Premium Performance Award EPA

2018.08 ECOVE Environment Corp. won Taoyuan Biomass-energy Center BOT project and
invested EVER ECOVE Corp.

2018.08 For the third consecutive year, ECOVE Environment Corp. ranked 3rd in the world
magazine “Excellence in CSR medium-size enterprise sector.

2018.09 ECOVE Environment Corp. acquired 100% equity of ECOVE Solar Energy Corp.

2018.11 ECOVE Environment Corp. for 2 consecutive years won BS8001 Certificate from BSI.

2018.12 ECOVE Environment Corp. awarded the 2018 National Sustainable Development

Award" from Executive Yuan.




lll. Corporate Governance Report

3.1 Organization
3.1.1 Organization Chart

Shareholders

Board of
Directors
Audit Department
Remuneration
Committee
Audit Committee
Chairman
President

Management
Division

Development| | Accounting
Division Division

Financial
Division




3.1.2 Operations and functions of the various departments

Department

Operations & Functions

Audit Department
(Immediate Board
of Directors)

Responsible for inspecting and reviewing defects in the internal control
systems for the Company and its subsidiaries’ business continuity, providing
timely recommendations for improvements to reasonably ensure the
sustained operating effectiveness of the systems

Executive Provides general administration and management.

Management Supervises and manages operations and business of subsidiary companies.
Operations Integrates and coordinates application of resources of subsidiary companies.
(EMO) Supports the investment development businesses.

Marketing Produces investment and development plans.

Development Dept.

Conducts investment risk assessments.

Finance Dept.

Oversees regular payment, fund collection, and capital management.
Makes transactions with financial institutions.

Provides interest rate analysis and hedging plans.

Conducts long-term fundraising and obtains short-term financing.
Supports project financial analyses and financial risk assessments.
Conducts investment risk assessments.

Accounting Dept.

Provides regular reimbursement for accounts receivable and payable.
Prepares accounting and budgetary statements.

Prepares routine taxation filing and deduction operations.

Submits applications for investment tax credits.

Establishes and improves accounting system.




3.2 Directors and Management Team
3.2.1 Directors

April 204, 2018

Executives, Directorg
Current . !
. . Spouse & |Shareholding : or Supervisors who
Date |Shareholdingwhen| Shareholding : . Experience .
. Co Male/| Date | Term . S Minor by Nominee . Other Position are spousesor
Title  |Nationality ~ Name First Elected (Rep. of juridical . (Education) -
Female| Elected | (Years) Shareholding|Arrangement within two degrees
Elected person) I
of kinship
Shares % Shares % |Shares| % |Shares| % Tite | Name | Relation
-President of ECOVE -Director of ECOVE
Environment Corp. Environmental Services
-Chairman of ECOVE Corp.
Environmental Services |-Director of ECOVE
Corp. Wujih Energy Corp.
-Chairman of ECOVE -Director of ECOVE
Wujih Energy Corp. Miaoli Energy Corp.
-Chairman of ECOVE -Director of ECOVE
Miaoli Energy Corp. Waste Management
1L -Chairman of ECOVE Corp.
.J. Llao Waste Management  |-Director of ECOVE
Chairman [R.O.C. (Rep. of CTCI| Male Juzrz).1276, 3 Juzrz) 1276’ 333";557(’)100)5 (507638%877) 38(2%’3;)5 (50763003807) 250 |0.0004| O 0 |Corp. Solar Energy Corp. - - -
Corp.) ' ' ' ' -Managing Director of |Vice Chairman of
ECOVE Environment BORETECH Resource
Consulting Corp. Recovery Engineering
-Director of SINOGAL- | Co., Ltd. (Cayman)
Waste Services Co., Ltd.-Chairman of Yuan Ding
-Chairman of ECOVE Resources
Solar Energy Corp. Management Corp.
-Director of ECOVE
Solvent Recycling Corp.
-Director of EVER
ECOVE Corp.
-M.S., Civil Engineering, |-President of ECOVE
University of Environment Corp.
Washington -Chairman of ECOVE
-B.S., Environmental Environmental Services|
Engineering, National | Corp.
Chung Hsing University,-Chairman of ECOVE
Y. P. Shih ] 2% ] 2% Taiwan Wujih Energy Corp.
. un. 26, un. £o,| 38457105 | 57.3087 | 38,457,105 |57.3087 -Vice President of -Chairman of ECOVE
Director | R.O.C. |(Rep. of CTCI| Male | =, - 3 2017 | (25000 |(00373)| (6000) |(00s9)| © 0 0 0 | ecoveEnvironment | Miaoli Energy Corp. | ~ | -
Corp.) Corp. -Chairman of ECOVE
-President of ECOVE Waste Management
Waste Management Corp.
Corp. -Managing Director of
ECOVE Environment
Consulting Corp.
-Director of SINOGAL-
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Waste Services Co.,
Ltd.

-Director of BORETECH
Resource Recovery
Engineering Co., Ltd.
(Cayman)

-Director/President of
Yuan Ding Resources
Management Corp.

-Chairman of ECOVE

Solvent Recycling Corp.
-Chairman/President of
ECOVE Solar Energy
Corp.
-Chairman/Presedent of]
ECOVE Solar Power
Corp.
-Director of ECOVE
Central Corp. Ltd.
-Director of ECOVE
South Corp. Ltd.

-Master in -Managing Director of
Kuan Shen Management, S.M. of | United Capital
Wang MIT Sloan School Management -
Director | RO.C (Rep. of Male Jun. 26, Jun. 23,| 1,060,000 | 1.5796 | 1,060,000 |1.5796 Independent Director
| Parkwell 2017 2014 ) (0.00) ) (0.00) of Quanta St]grerx]ge Inc.
-Supervisor of Chime
Investment Ball Technology Co.,
Corp.) Ltd.
-Attorney at-law in -Senior Partner, LIU &
China Co. Law Offices
-EMBA National Taiwan [-Director, Sunshine
University Social Welfare
; -L.L.B. Fujen Catholic Foundation
Director R.O.C Yang_mlng Male Jun. 26, Sep. 30, 0 0 0 0 University -Chief Legal Counsel for
Liu 2017 2009 Arbitrator of CAAI Beijing DHH Law Firm -
Asian-Pacific Region
-Director, Association of
Cross-Strait Legal
Exchange
-PhD. Polymer Fiber, -CEO & Director of
North Carolina State United Renewable
University Energy Col, Ltd.
-Vice Chairman, So Yang |-Director, Utech Solar
Direct ROC Wen Whe Mal Jun. 26, Jun. 17, 0 0 0 0 Co. Enterprises, Ltd. | Corporation
rector e Pan ale 2017 2011 -Supervisor, Board of

Director, Unimicron
Corp.
-Engineering Leader,

Laboratory Supervisor,
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Sumitomo Electric
Industries Ltd.

-Ph. D. Aeronautics and
Astronautics, New York
University, USA

-Minister of Foreign
Affairs/Minister of
Transportation and
Communications

-Minister of the
Environmental

-Chairman, Taiwan
Institute for
Sustainable
Energy(TAISE)

-Independent Director
of EVA Airways Corp.

-Independent Director
of Far Eastern
Department Stores Ltd.

Director | R.O.C. |[Eugene Chien| Male Juzrz).1276, Juzrz).1252, 0 Protection -Chairman, CTCI
Administration Education Foundation
-Representative, Taipei
Representative Office
in the U.K./Legislator,
Legislative Yuan
(Parliament)
-Professor and Dean,
College of Engineering,
Tamkang University
-PH. D in Finance, -Professor, Department
University of of Finance, National
Washington (Seattle) | Taiwan University
US.A. -Independent Director
-MBA, University of of Airmate (Cayman)
Washington (Seattle) | International Co.
U.S.A. Limited
Independent ROC Shean Bii Mal Jun. 26, Sep. 30, 0 -Chairman of -Independent Director
Director It Chiu ale 2017 2009 Department of Finance,| of Long Chen Paper
National Taiwan Co., Ltd.
University -Independent Director
-Chairman of Pension | of Airmate (Cayman)
Fund Association, International Co.
R.O.C. Limited
-Director of Taipei
Exchange
-Doctor of Engineering, |-Chairman, Safety and
Tulane University Health Technology
-Bachelor of Science, Center
Department of
Chemical Engineering,
nd q ] 2% ] 2% National Taiwan
ndependent] . un. 26, un. 26, University
Director R.O.C. |Shuh Woei Yu| Male 2017 2017 0 Professor. Graduate
Institute of

Environmental
Engineering, National
Central University
-General Director,

Center for
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Environmental Safety
and Health Technology
Development,
Industrial Technology
Research Institute
-Professor, Department
of Chemical
Engineering, National
Central University

Independent
Director

R.O.C.

James Tsai

Male

Jun. 26,
2017

Jun. 26,
2017

-Master in Accounting,
Graduate Institute of
Accounting, National
Chengchi University

-Master in Law, College
of Law, National
Chengchi University

-Vice CEO, CEO, Deputy
Chairman,
PricewaterhouseCoope
rs, Taiwan

-President,
PricewaterhouseCoope
rs Management
Consulting Company
Ltd.

-Vice Chairman, Fuh
Hwa Securities
Investment Trust Co.,
Ltd.

-Managing Director,
Accounting Research
and Development
Foundation, and
Chairman, Auditing
Standards Committee

-Director and Managing
Director, Taiwan
Corporate Governance
Association

-Consultant, Public
Service Pension Fund
Supervisory Board

-Associate Professor,
Department of
Accounting, National
Chengchi University

-Board Director, Trans
Globe Life Insurance
Inc.

-Chairman, Jia Guang
Enterprise Co., Ltd.

-Chairman, Wan Shi Da
Enterprise Co., Ltd.

-Board Director, Orient
Recreation and
Development Corp.

-Board Director, FCB
Leasing Co., Ltd.

-Board Director, FCB
International Leasing
Co., Ltd.

-Board Director, FCB
Leasing (Xiamen) Co.,
Ltd.

-Board Director, Tuntex
Incorporation

-Independent Director
of the Board, Tanvex
BioPharma, Inc.

-Independent Director
of the Board, Sunny
Friend Environmental
Technology Co., Ltd.

-Independent Director
of the Board, Chien
Kuo Construction Co.,

Ltd.
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3.2.2 Major shareholders of the institutional shareholders

April 1%, 2019

Name of institutional shareholders

Major shareholders of the institutional shareholders

CTCI Corporation

CTCI Foundation (7.97%) ~ CTBC Bank Co., Ltd. (CTCI Corporation Employee Stock Ownership Trust) (7.28%) -

Fubon Life Insurance Co., Ltd. (6.06%) ~ Blackrock Global Funds-Asian Growth Leaders (4.35%) ~ CTBC Bank Co.,
Ltd. (Sustainability Employee Stock Ownership Trust) (3.86%) ~ Chunghwa Post Co., Ltd. (3.00%) ~ American Funds
Developing World Growth and Income Fund (2.77%) ~ KGI Bank (2.07%) ~ USI Corporation (1.99%) ~ Asia Polymer
Corporation (1.90%)

Parkwell Investment Corp.

Hong Kong Parkwell Investment Corp. (99.97%)

3.2.3 Major shareholders of the major shareholders that are juridical persons

April 1%t, 2019

Name of juridical persons

Major shareholders of the juridical persons

Employee Stock Ownership Trust) (3.86%)

CTCI Foundation (7.97%) N/A

CTBC Bank Co., Ltd. (CTCI Corporation N/A

Employee Stock Ownership Trust) (7.28%)

Fubon Life Insurance Co., Ltd. (6.06%) Fubon Financial Holding Co., Ltd. (100%)
Blackrock Global Funds-Asian Growth N/A

Leaders (4.35%)

CTBC Bank Co., Ltd. (Sustainability N/A

Chunghwa Post Co., Ltd. (3.00%)

Ministry of Transportation and Communications (100%)

American Funds Developing World Growth
and Income Fund (2.77%)

N/A

KGI Bank (2.07%)

China Development Financial Holding Corp. (100%)

USI Corporation (1.99%)

Shing Lee Enterprise (Hong Kong) Limited(14.62%) ~ Bank of Taiwan is entrusted to take care of its investment
company(9.25%) - Asia Polymer Corporation(8.53%) ~ Citibank (Taiwan) Limited as custodian of Norges Bank
Investment Account (1.80%) ~ Yueh Hsing Hua Investment Co., Ltd. (1.73%) ~ Lin Su Shan Shan (1.67%) - Yu Wen-
Tsung (1.41%) ~ Yu Wen-Yu (1.41%) ~ Yu Wen-Hsuan (1.41%) ~ Taita Chemical Company, Ltd. (1.27%)

Asia Polymer Corporation (1.90)(Note 1)

Union Polymer Int’l Investment Corp. (36.08%) ~ Tai Lien International Investment Co., Ltd. (3.78%) ~ Dunbei
Branch of Standard Chartered Bank (Taiwan) Limited as custodian of iShares Core MSCI Emerging Market
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Index ETF Investment Account (1.63%) ~ TransGlobe Life Insurance Inc. (1.33%) ~ JP Morgan Chase Bank
Taipei Branch as custodian of Vanguard Total International Stock Index Fund, a series of Vanguard Star Funds
(0.95%) ~ Citibank (Taiwan) as custodian of Dimension Emerging Market Assessment Fund Investment
Account (0.92%) ~ China General Terminal & Distribution Corporation (0.89%) ~ JP Morgan Chase Bank Taipei
Branch as custodian of Vanguard Group's Vanguard Emerging Market Stock Index Fund (0.82%) - Citibank
(Taiwan) as custodian of Dimensional Fund Advisors' Emerging Markets Core Securities Portfolio Investment
Account (0.76%) -~ Citibank (Taiwan) Limited as custodian of Norges Bank Investment Account (0.67%)

Hong Kong Parkwell Investment Corp.
(99.97%)

Wang Kuan Shen(50%) ~ United Investments Company(50%)

Note 1 : Asia Polymer Corporation Book closure date :2017.07.30
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Professional qualifications and independence analysis of directors and supervisors
April 1%, 2019

.. . | Meet One of the Following Professional Qualification Requirements, Together with at Least Five Years Work . Number of
Criteria . Independence Criteria(Note) .
Experience Other Public
An Instructor or Higher Position in a |A Judge, Public Prosecutor, Attorney, Have Work Experience in Companies in
Department of Commerce, Law, Certified Public Accountant, or Other  |the Areas of Commerce, Which the
Finance, Accounting, or Other Professional or Technical Specialist Who |Law, Finance, or Accounting, Individual is
Academic Department Related to  |has Passed a National Examination and |or Otherwise Necessaryfor | 1 | 2 | 3|4 | 5| 6 | 7 | 8 | 9 |10 Concurrently
the Business Needs of the Company |been Awarded a Certificate in a the Business of the Serving as an
Name/Gender in a Public or Private Junior College, [Profession Necessary for the Business of {Company Independent
College or University the Company Director
J.J. Liao
(Rep. of CTCI - 4 v -V VYV VIV - 0
Corp.)/Male
Y. P. Shih
(Rep. of CTCI - - 4 -V VYV VIV V] - 0
Corp.)/Male
Kuan Shen Wang
(Rep. of Parkwell ) ) v Jivivslivsl ool vl 1
Investment
Corp.)/Male
Yangming Liu/Male - v v vIiViviviviviv|iv|v|v 0
Wen-Whe Pan/Male - - v vivVivi]i-lv|Yiv v iv]v 0
Eugene Chien/Male . - v VivivivivivIivIiv|Iv]|v 2
Shean-Bii Chiu/Male v - v Viviviviv|ivi iv|iviv|v 2
Shuh Woei Yu/Male 4 - v vivivivivivivIivIiv]iv 0
James Tsai/Male v v v VivivivivivivIivivIy 3

1. Not an employee of the Company or any of its affiliates.

2. Not a director or supervisor of the Company’s affiliates. The same does not apply, however, in 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 1% or more of the total number of outstanding shares of the Company or ranking in the top 10 in holdings.

Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the persons in the preceding three subparagraphs.

5. Not a director, supervisor, or employee of a corporate shareholder that directly holds 5% or more of the total number of outstanding shares of the Company or that holds shares ranking
in the top five in holdings.

>
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Not a director, supervisor, officer, or shareholder holding 5% or more of the share, of a specified company or institution that has a financial or business relationship with the Company.
Not a professional individual who, or an owner, partner, director, supervisor, or officer 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, provided that this restriction does not apply to any member of the
remuneration committee who exercises powers pursuant to Article 7 of the Regulations Governing the Establishment and Exercise of Powers of Remuneration Committees of Companies
Whose Stock is Listed on the TWSE or Traded on the GTSM.

Not having a marital relationship, or a relative within the second degree of kinship to any other director of the Company.

Not been a person of any conditions defined in Article 30 of the Company Law.

Not a governmental, juridical person or its representative as defined in Article 27 of the Company Law.
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3.2.4 Management Team

April 1%t, 2019

Managers who
Spouse & Shareholding are Spouses or
: Nationa Male/ | Date | Shareholding Minor by Nominee . . . Within Two
Title ity Name |- el Effective Shareholding | Arrangement Experience(Education) Other Position Degrees of
Kinship
Shares | % | Shares | % | Shares | % Title | Name | Relation
-M.S., Civil Engineering, University of Washington |-Chairman of ECOVE Environmental
-Environmental Engineering, National Chung Services Corp.
Hsing University, Taiwan -Chairman of ECOVE Wujih Energy Corp.
-Leader, Environmental Protection -Chairman of ECOVE Miaoli Energy Corp.
Administration, EY -Chairman of ECOVE Waste
-Technical Specialist, Environmental Protection Management Corp.
Administration, EY -Managing Director of ECOVE
-President of ECOVE Waste Management Corp. Environment Consulting Corp.
-Director of SINOGAL-Waste Services
Co., Ltd.
] 26 -Director of BORETECH Resource
President |R.0.C.| Y.P.shih | Male | 0" <> | 6000 |0.0089| 0 0 0 0 Recovery Engineering Co., Ltd. - - -
2017 (Cayman)
-Director/President of Yuan Ding
Resources Management Corp.
-Chairman of ECOVE Solvent Recycling
Corp.
-Chairman/President of ECOVE Solar
Energy Corp.
-Chairman/Presedent of ECOVE Solar
Power Corp.
-Director of ECOVE Central Corp. Ltd.
-Director of ECOVE South Corp. Ltd.
Special -Master of Business Administration, National _
. . Chengchi University
Assistant to R.O.C B.J. Llang Male Jun. 01’ 0 0 1285 10.0019 0 0 -Master of Technology Management, National _ _ _
the | (Notel) 2018 ' ' Chengchi University
President
-Bachelor of International Trade, Tunghai —
University
. : : -Master of Library and Information Study, McGill
Financial |p o - | Catherine | o0 1 AUG- 15,16 000 0.0s06] 0 0 0 0 | university NN I
Officer Huang 2017 -Financial & Accounting Manager, Sinogal
Waste Services Co., Ltd.
-Section Manager of Finance Dept., CTCI Corp.
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-LYIT Department of International Trade

-Accounting Officer of ECOVE Miaoli

- Accounting Officer of BoReTech Co., Ltd. Energy Corp.
-Section manager of Accounting Dept., CTCI Corp. |-Accounting Officer of ECOVE Solar

Accounting Tanching Nov. 3, Energy Corp.

Officer R.0.C. Yao Female 2015 0 0 -Accounting Officer of Yuan Ding
Resources Management Corp.
-Accounting Officer of ECOVE Solvent
Recycling Corp.
-M.S., Civil Engineering, University of Washington |-Chairman of ECOVE Environmental
-Environmental Engineering, National Chung Services Corp.
Hsing University, Taiwan -Chairman of ECOVE Wujih Energy Corp.
-Leader, Environmental Protection -Chairman of ECOVE Miaoli Energy Corp.
Administration, EY -Chairman of ECOVE Waste
-Technical Specialist, Environmental Protection Management Corp.
Administration, EY -Managing Director of ECOVE
un. 26 -President of ECOVE Waste Management Corp. | Environment Consulting Corp.
President |R.O.C.| Y.P.Shih | Male uzrg) 17| 6000 |oooss 'ggeitt‘(’jr Of SINOGAL-Waste Services

-Director of BORETECH Resource
Recovery Engineering Co., Ltd.
(Cayman)

-Director/President of Yuan Ding
Resources Management Corp.

-Chairman of ECOVE Solvent Recycling
Corp.

-Chairman of ECOVE Solar Energy Corp.

Notel: B. J. Liang resigned on Oct. 10, 2018, expose only the information during the job.
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3.3 Remuneration of Directors, President, and Vice President in the most recent years
3.3.1 Remuneration of Directors

December 31st, 2018; Unit: NT$ thousands

Remuneration Ratio of total Relevant remuneration received by directors who | Ratio of toftal Compgnsatl
. are also employees compensation | on paid to
remuneration .
: . Salary, Bonuses, . . (A+B+C+D+E+F+| directors
Base Pension Compensation of (A+B+C+D) to Pension Fund | Compensation of
. : Allowances(D) . 0 and G) to net from an
Compensation(A) Fund(B) directors (C) net income(%) (F) employees (G) . :
. Allowances (E) income(%) invested
Title Name Al
. company
Al Al Al Al Al Al All | ECOVE Consolidat Al lother than
Consolidat Consolida| Consolidat Consolidat Consoli Consoli Consoli e Consolida
ECOVE ed ECOVE ted ECOVE ed ECOVE ed ECOVE ated ECOVE ated ECOVE ated Entities |ECOVE ted the 7
Entities Entities Entities Entities Entities Entities Entities |Cas|Stoc cashl Stock Entities [company’'s
h| k subsidiary
Seventh
Chairman |. J. Liao
Director  [Y. P. Shih
Director Kuan Shen
\Wang
Director angmmg
Liu
. \Wen-Whe
Director |, 5,600 5,600 0 0 |5200( 5200 [1,026| 1146 |1.47| 148 |[13,666) 13,666 |548 | 548 |[158| O |158| O |3.25| 3.26 None
. Eugene
Director Chien
Independe [Shean-Bii
nt director |Chiu
Independe [Shuh Woei
nt director |yy
Independe .
nt director [/AMes Tsal
Note: In addition to the disclosure in the above table, the remuneration received by the company’s directors for providing services to all companies in the financial report (such as serving as a
non-employee consultant) in the most recent year: 0
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Remuneration class

Name of Directors

Total of (A+B+C+D)

Total of (A+B+C+D+E+F+G)

Bracket
ECOVE All Cons_o_lldated ECOVE All Cons_o_lldated
Entities Entities
J.J. Liao, J.J. Liao,
Y. P. Shih, Y. P. Shih, Yangming Liu, Yangming Liu,
Yangming Liu, Yangming Liu, Wen Whe Pan, Wen Whe Pan,
Wen Whe Pan, Wen Whe Pan, Eugene Chien, Eugene Chien,
Under NT$ 2,000,000 Eugene Chien, Eugene Chien, Kuan Shen Wang(Rep. of | Kuan Shen Wang(Rep. of

Kuan Shen Wang(Rep. of
Parkwell Investment Corp.)
Shean-Bii Chiu,

Shuh Woei Yu,
James Tsai

Kuan Shen Wang(Rep. of
Parkwell Investment Corp.)
Shean-Bii Chiu,

Shuh Woei Yu,
James Tsai

Parkwell Investment Corp.)
Shean-Bii Chiu,
Shuh Woei Yu,
James Tsali

Parkwell Investment Corp.)
Shean-Bii Chiu,
Shuh Woei Yu,
James Tsali

NT$2,000,000 ~ NT$5,000,000

(Rep. of CTCI Corporation)

(Rep. of CTCI Corporation)

(Rep. of CTCI Corporation)

(Rep. of CTCI Corporation)

NT$5,000,000 ~ NT$10,000,000

J. J. Liao,
Y. P. Shih

J. J. Liao,
Y. P. Shih

NT$10,000,000 ~ NT$15,000,000

NT$15,000,000 ~ NT$30,000,000

NT$30,000,000 ~ NT$50,000,000

NT$50,000,000 ~ NT$100,000,000

Over NT$100,000,000

Total
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3.3.2 Compensation of President and Executive Vice President

December 315t 2018; Unit: NT$ thousands; thousand shares

Ratio of total Compensation
salary(A) Pension Fund (B) Bonuses and Compensation of compensation pai_d to the
(Note) Allowances (C) employees (D) (A+B+C+D) tonet |president and
income (%) executive vice
All president
Title Name ECOVE |Consolidated from an
All All All Entities All invested
ECOVE| Consolidated |[ECOVE| Consolidated | ECOVE |Consolidated ECOVE [Consolidated] company
Entities Entities Entities Entities |other than the
Cash|Stock| Cash | Stock company’s
subsidiary
. Yun-Peng
President Shih
Special 4,084 4,084 191 191 2,543 2,543 73 0 73 0 0.85 0.85 None
Assistant of |B.J. Liang
President

Note 1: The pension cost depends on the actuarial report and the Board of Directors.
Note 2: Special Assistant of President B.J. Liang resigned on Oct. 10, 2018, expose only the information during the job.
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Remuneration class

Name of President and Executive Vice President

Bracket - —
ECOVE All Consolidated Entities
Under NT$ 2,000,000 B.J. Liang B.J. Liang
NT$2,000,000 ~ NT$5,000,000 - -
NT$5,000,000 ~ NT$10,000,000 Yun-Peng Shih Yun-Peng Shih

NT$10,000,000 ~ NT$15,000,000 - -
NT$15,000,000 ~ NT$30,000,000 - -
NT$30,000,000 ~ NT$50,000,000 - -
NT$50,000,000 ~ NT$100,000,000 - -

Over NT$100,000,000 - -
Total - -
Compensation of employees to Management Team
December 31%t, 2018 Unit: NT$ thousands
Compensation of employees Compensation of Ratio of Total
Title Name - in Stock employees Total Amount to Net
(Fair Market Value) -in Cash Income (9% )
Chairman J.JLiao
Executive President Yun-Peng Shih
. Finance Manager | Chung-Lei Huang 0 222 222 0.03
Officers A .
ceotinting Tan-Ching Yao
Manager

Note: The distributed amount is based on the total amount approved by Board of Directors and calculated accordingly to each executive officers’ on-job days in
the previous year.

23



3.3.3 Comparison of Remuneration for Directors, Supervisors, Presidents and Executive Vice Presidents in the Most Recent Two Fiscal Years and Remuneration
Policy for Directors, Supervisors, Presidents and Executive Vice Presidents
Unit: NT$ thousands

2017 2018
Title ECOVE All Consolidated Entities ECOVE All Consolidated Entities
Ratio to net income (%) Ratio to net income (%) Ratio to net income (%) Ratio to net income (%)
Directors 1.55 1.62 1.47 1.48
Presidents and Vice
President 1.19 1.19 0.85 0.85

1. The compensation of Directors
Compensations to the Company's directors include remunerations, bonuses and allowances.

Remunerations to directors: Article 23 of the Company's Articles of Incorporation provides that the Board of Directors shall be authorized to decide the
compensations to directors and the chairperson based on the contributions of each director to the Company and with reference to the remuneration
standards within the industry.

Bonuses to directors: Article 29 of the Company's Articles of Incorporation provides that when the Company makes a profit in the current year, the profit
shall be allocated with priority for settlement of the cumulative losses and a portion no more than 2 percent shall be allocated for directors’
remunerations through a resolution of the Board.

Allowances to directors: This allowance is mainly allocated with reference to the allowances standards within the industry and the standards of listed
companies to pay for the commuting expenses and compensations for attendance. All directors and members of the supervisory board listed in the
financial report are paid with the same standards.

2. The compensation of Presidents and Vice President.

Structure of compensations to the President and Vice Presidents is formed by two parts: fixed salary and variable pay. The fixed salary is a monthly
recurring pay, and variable pay includes employee bonuses, annual bonus and employee stock options, which are determined based on the personal
annual performance evaluation. The annual performance evaluation includes qualitative indicators (e.g., work-related core competencies, potential for
future development, etc.) and quantitative indicators (e.g., personal achievement of the goals, rate of achievement, expected targets, etc.).

Employee bonuses are determined based on the Company's Articles of Incorporation and the annual bonus is determined based on the operating
performance of the year with agreement of the Company's Personnel Committee and Remuneration Committee through a resolution of the Board.
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Employees' stock options include general and bonus stock options. The general stock options, given to outstanding individuals with direct contributions

to the Company, are calculated by rank, seniority and annual performance evaluation, decided by the Chairperson and approved by the Remuneration
Committee and the Board of Directors.

. Association between remuneration and future risks

The procedure for determining the compensations was carried out in accordance with the Standards for Performance Evaluation of Directors and
Managers and Compensations System approved by the Board of Directors. Reasonable compensations are determined based on the Company's
operating performance, personal performance and each individual's contributions to the Company with reference to the industrial standards. The
Remuneration Committee and Board of Directors check the reasonableness of remuneration regularly and review the compensation system whenever
necessary to meet the requirements of the actual operations and relevant laws and regulations. The directors, President and Vice presidents shall not

be led to engage in activities that exceed the Company's risk appetite in pursuit of remuneration to prevent the Company from losses after paying the
remuneration.
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3.4 Implementation of Corporate Governance

3.4.1 Board of Directors

A total of 8 meetings of the board of directors were held in the previous period, Directors’ attendance
was as follows: (As of March 31, 2019)

. Attendance Attendance
Title Name inPerson | BY Proxy | = .o (%) Remarks
J.J. Liao
Chairman (Rep. of CTCI 8 0 100 —
Corporation)
Y. P. Shih
Director (Rep. of CTCI 8 0 100 —
Corporation)
Kuan Shen Wang
Director (Rep. of Parkwell 7 1 87.5 —
Investment
Corp.)
Director Yangming Liu 8 0 100 —
Director Wen Whe Pan 5 3 62.5 —
Director Eugene Chien 8 0 100 —
Independent | - g, Bii Chiu 8 0 100 -
Director
Independent | o 1 woei Yu 8 0 100 -
Director
Inde_pendent James Tsali 7 1 87.5 -
Director

Other mentionable items:

1.If there are the following matters, the dates of meetings, sessions, contents of motions, all
independents’ opinion and the Company’s response to independent directors’ opinion should be
specified:

(1) Article 14-3 of Securities and Exchange Act. : ECOVE Environment Corp. already set up the Audit
Committee, please refer to the section 3.4.2 “The state of operations of the Audit Committee: for the
matters referred to in Article 14-5 of Securities and Exchange Act.

(2)In addition to the opening of the matter, the resolutions of the directors’ meetings objected to by
Independent Directors or subject to qualified opinion and recorded or declared in writing : None.

2.1f there is Directors’ avoidance of motions in conflict of interest, the Directors’ names, contents of
motions, causes for avoidance and voting should be specified:

(1)Directors’ Names: J. J. Liao and Wen Whe Pan
Contents of motion: The 5th meeting of the 7th term Board of Directors (2018.03.08): Admit of the
endorsement of external guarantees.

Causes for avoidance and voting should be specified: Director J. J. Liao and Wen Whe Pan recused
themselves during discussion of and voting on this item because of the interested party relationship.

(2)Directors’ Names: J. J. Liao and Wen Whe Pan
Contents of motion: The 5th meeting of the 7th term Board of Directors (2018.03.08): Approval of
participate in the subsidiary (ECOVE Solar Energy Corp.) cash increase case.

Causes for avoidance and voting should be specified: Director J. J. Liao and Y. P. Shih recused
themselves during discussion of and voting on this item because of the interested party relationship.

(3)Directors’ Names: J. J. Liao and Wen Whe Pan
Contents of motion: The 6th meeting of the 7th term Board of Directors (2018.04.30): Admit of the
endorsement of external guarantees.
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Causes for avoidance and voting should be specified: Director J. J. Liao and Wen Whe Pan recused

themselves during discussion of and voting on this item because of the interested party relationship.
(4)Directors’ Names: J. J. Liao and Y. P. Shih

Contents of motion: The 6th meeting of the 7th term Board of Directors (2018.04.30): Approval of

the issuance of the 2018 employee stock options plan.

Causes for avoidance and voting should be specified: Director J. J. Liao and Y. P. Shih recused

themselves during discussion of and voting on this item because of the interested party relationship.
(5)Directors’ Names: J. J. Liao and Y. P. Shih

Contents of motion: The 7th meeting of the 7th term Board of Directors (2018.05.31): Approval of

the subscribers and the exercisable units of the 2018 employee stock options.

Causes for avoidance and voting should be specified: Director J. J. Liao and Y. P. Shih recused

themselves during discussion of and voting on this item because of the interested party relationship.
(6) Directors’ Names: J. J. Liao and Wen Whe Pan

Contents of motion: The 8th meeting of the 7th term Board of Directors (2018.07.30): Admit of the

endorsement of external guarantees.

Causes for avoidance and voting should be specified: Director J. J. Liao and Wen Whe Pan recused

themselves during discussion of and voting on this item because of the interested party relationship.
(7) Directors’ Names: J. J. Liao, Y. P. Shih, Wen Whe Pan and Kuan Shen Wang

Contents of motion: The 9th meeting of the 7th term Board of Directors (2018.09.17): Approval to

acquire the equity of ECOVE Solar Energy Corp., from Gintech Energy Corp. and ECOVE Environment

Services Corp.

Causes for avoidance and voting should be specified: Director J. J. Liao, Y. P. Shih, Wen Whe Pan and

Kuan Shen Wang recused themselves during discussion of and voting on this item because of the

interested party relationship.
(8) Directors’ Names: J. J. Liao and Y. P. Shih

Contents of motion: The 10th meeting of the 7th term Board of Directors (2018.11.02): Approval to

loan to ECOVE Solar Energy Corp.

Causes for avoidance and voting should be specified: Directors J. J. Liao and Y. P. Shih recused

themselves during discussion of and voting on this item because of the interested party relationship.
(9) Directors’ Names: J. J. Liao and Y. P. Shih

Contents of motion: The 11th meeting of the 7th term Board of Directors (2018.12.10): Approval of

the average salary increase rate of 2019.

Causes for avoidance and voting should be specified: Directors J. J. Liao and Y. P. Shih recused

themselves during discussion of and voting on this item because of the interested party relationship.
(10)Directors’ Names: J. J. Liao and Y. P. Shih

Contents of motion: The 11th meeting of the 7th term Board of Directors (2018.12.10): Approval of

the remuneration of the management officers of the Company.

Causes for avoidance and voting should be specified: Directors J. J. Liao and Y. P. Shih recused

themselves during discussion of and voting on this item because of the interested party relationship
(11)Directors’ Names: J. J. Liao and Y. P. Shih

Contents of motion: The 12th meeting of the 7th term Board of Directors (2019.03.08): Approved to

purchase shares of ECOVE Wujih Energy Corp. held by ECOVE Environment Services Corp.

Causes for avoidance and voting should be specified: Directors J. J. Liao and Y. P. Shih recused

themselves during discussion of and voting on this item because of the interested party relationship.
(12)Directors’ Names: J. J. Liao and Y. P. Shih

Contents of motion: The 12th meeting of the 7th term Board of Directors (2019.03.08): Approved to

purchase shares of Yuan Ding Resources Management Corp. held by ECOVE Waste Management

Corp.

Causes for avoidance and voting should be specified: Directors J. J. Liao and Y. P. Shih recused

themselves during discussion of and voting on this item because of the interested party relationship.
(13)Directors’ Names: J. J. Liao and Y. P. Shih

Contents of motion: The 12th meeting of the 7th term Board of Directors (2019.03.08): Approval of
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the issuance of the 2019 employee stock options plan.

Causes for avoidance and voting should be specified: Director J. J. Liao and Y. P. Shih recused
themselves during discussion of and voting on this item because of the interested party relationship.
3.Measures taken to strengthen the functionality of the Board:
(1)The company has formed an audit committee by all three independent directors on June 23, 103.
Please refer to the section 3.4.2 “The State of Operations of the Audit Committee”.
(2)The Company has completed the 2018 Board of Directors Performance Evaluation Report with
participation of the full Board, and the results have been reported at the 11th Meeting of the 7" term
Board on March 8, 2019. In addition, the company has appointed an external agency (Taiwan
Corporate Governance Association) to evaluate the effectiveness (including performance) of the
board of directors at the end of 2018, and the evaluation report will be reported to the recent board

of directors.
(3)The Company continuously insures our directors with Directors Liability Insurance, which is expected
to minimize the impact to the Company and shareholders.

Independent Directors Attend the Status of Board of Directors in the Recent Year

gotD The 5th The 6th The 7th The 8th The9th | ThelOth | Thellth | The12th
ate . . . . . . . .

Meeting of | Meeting of | Meeting of | Meeting of | Meeting of | Meeting of | Meeting of | Meeting of

the 7t the 7th the 7th the 7th the 7th the 7th the 7th the 7th

termBOD | termBOD | termBOD | termBOD | termBOD | termBOD | termBOD | termBOD

Name 2018.03.08 | 2018.04.30 | 2018.05.31 | 2018.07.30 | 2018.09.17 | 2018.11.02 | 2018.12.08 | 2019.03.08
Shean Bii | Attendance | Attendance | Attendance | Attendance | Attendance | Attendance | Attendance | Attendance
Chiu in person in person in person in person in person in person in person in person
Shuh Woei | Attendance | Attendance | Attendance | Attendance | Attendance | Attendance | Attendance | Attendance
Yu in person in person in person in person in person in person in person in person
James Tsai | Attendance | Attendance | Attendance | Attendance | Attendance Bv Prox Attendance | Attendance
in person in person in person in person in person y y in person in person
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3.4.2 The State of operations of the Audit Committee or the State of participation in board meetings by
the supervisors
(1) The Audit Committee Operations
The Company has elected three independent directors and established the Audit Committee in
lieu of supervisors on June 23, 2014. A total of 7 meetings of the Audit Committee were held in
the previous period. Independent Directors’ attendance was as follows: (As of March 31, 2019)

. Attendance Attendance
Title Name i Person By Proxy rate (%) Remarks

Independent | Shean Bii

Director Chiu / 0 100 None
Independent Shuh Woei 7 0 100 None

Director Yu
Independent James Tsai 6 1 85.7 None

Director

The most recent deliberations of the Audit Committee include:

1. Adoption or amendment of an internal control system.

2. Assessment of the effectiveness of the internal control system.

3. Adoption or amendment, of handling procedures for financial or operational actions of
material significance, such as acquisition or disposal of assets, derivatives trading, extension
of monetary loans to others, or endorsements or guarantees for others.

A matter bearing on the personal interest of a director.

A material asset or derivatives transaction.

A material monetary loan, endorsement, or provision of guarantee.

The offering, issuance, or private placement of any equity-type securities.

Annual and semi-annual financial reports.

N o UM~

= Deliberations of the annual financial report
The Board of Directors has prepared the Company’s 2018 Business Report, Financial Statements
(both consolidated and individual), and proposal for allocation of profits, with the financial
statements having been audited and certified by Mr. Shyu-Rong Ueng and Ms. Shu-Chiung
Chang, the CPA of the PricewaterhouseCoopers. The Business Report, Financial Statements, and
profit allocation proposal have been reviewed and determined to be correct and accurate by
the Audit Committee members.

= Assess the effectiveness of the internal control system
The Audit Committee assessed the effectiveness of the company’'s internal control system
policies and procedures (including finance, operation, risk management, information security,
compliance, etc.) and reviewed periodic reports from the company's Internal Audit Department,
independent accountants and management. The Audit Committee believes that the company's
internal control system is effective and that the company has adopted the necessary control
mechanisms to monitor and correct violations.

=FEvaluate an attesting CPA
In order to ensure the independence of the accounting firm, the Audit Committee has
established an independent evaluation form to assess the independence, professionalism and
competence of accountants with reference to Article 47 of the Accountant Law and
Accountant’s Code of Ethics Code No. 10.

Other mentionable items:

1. If there are the following matters, the dates of meetings, sessions, contents of motions, the
Audit Committee’ resolutions and the Company’s response to the Audit Committee’s opinion
should be specified:

(1) The matter referred to in Article 14-5 of Securities and Exchange Act.
(2) The resolution that was not approved by the Audit Committee but be undertaken upon the
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consent of two-thirds or more of all directors.
As at the date of publication of the annual report, the Company did not have any of the above.
The matters listed in Article 14.5 of the Securities and Futures Act are as follows:

Resolution
The that was not
matter | approved by

referred the Audit

Sessions, contents of motions/ toin Committee
BOD the Audit Committee’ resolutions and the Article 14- but be
Meetings Company’s response to the Audit Committee’s 5 of undertaken
opinion Securities upon the
and consent of
Exchange | two-thirds
Act or more of
all directors

The 5t 1.Admit of the endorsement of external

meeting guarantees.

of the 7" | 2.Approval of the distribution plan of the
term 2017 directors’ and employees’ Vv X

Board of remuneration.

Directors | 3.Approval of the fiscal 2017 business

Vv X

2018.03.08 | report, financial reports and consolidated Vv X
reports.
4.Approval of the distribution plan of Fiscal
: \ X
2017 earnings.
5.Approval of the ”Statement of Internal vV X
Control System for the Year 2017”
6.Approval of the update of the Company’s
T : : . Vv X
paid-in capital registration.
7.Approval of equity participation on capital vV X

injection of the ECOVE Solar Energy Corp.
The Audit Committee’ resolutions (2018.03.08, The 4th meeting of the
2nd term) : All members of the Audit Committee agreed 1.~7.
The Company’s response to the Audit Committee’s opinion : All
present members of the board adopted the resolution.

The 6t 1.Admit of the endorsement of external vV X
meeting guarantees.
of the 7" | 2.Approval of equity participation on capital
term injection of the ECOVE Solvent Recycling Vv X
Board of Corp.
Directors | 3.Approval of the update of the Company’s
2018.04.30 | paid-in capital registration.
4.Approval of the issuance of the 2018 vV X
Employee Stock Options.
The Audit Committee’ resolutions (2018.04.30, The 5th meeting of the
2nd term) : All members of the Audit Committee agreed 1. ~4.
The Company’s response to the Audit Committee’s opinion : All
present members of the board adopted the resolution.

\ X

The 8t 1.Admit of the endorsement of external vV X
meeting guarantees.
of the 7" | 2.Approval of the consolidated financial
term reports as of June 30, 2018.
Board of | 3.Approve to invest in the EVER ECOVE v X
Directors Corp.
2018.07.30 | 4.Approval of the update of the Company’s v X
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paid-in capital registration. | |

The Audit Committee’ resolutions (2018.07.30, The 6th meeting of the
2nd term) : All members of the Audit Committee agreed 1. ~4.

The Company’s response to the Audit Committee’s opinion : All
present members of the board adopted the resolution.

The 9*" 1.Approval to acquire the equity of ECOVE
meeting |  Solar Energy Corp. v X
of the 71" : ) ) )
term The Audit Committee’ resolutions (2018.09.17, The 7th meeting of the
Board of 2nd term) : All members of the Audit Committee agreed 1.
Directors | The Company’s response to the Audit Committee’s opinion : All
2018.09.17 | present members of the board adopted the resolution.
The 10" | 1.Admit of the endorsement of external vV X
meeting guarantees.
of the 7" | 2.Approval of loan ECOVE Solar Energy Corp.
: : : \ X
term for working capital requirement.
Board of | The Audit Committee’ resolutions (2018.11.02, The 8th meeting of the
Directors | 2nd term) : All members of the Audit Committee agreed 1. ~2.
2018.11.02 | The Company'’s response to the Audit Committee’s opinion : All
present members of the board adopted the resolution.
The 11 | 1 Approval of the budget of 2019. Vv X
meeting :
of the 7t 2.Approval of the Audit Plan of 2019. v X
term The Audit Committee’ resolutions (2018.12.10, The 9th meeting of the
Board of | 2nd term) : All members of the Audit Committee agreed 1.~2.
Directors | The Company’s response to the Audit Committee’s opinion : All
2018.12.10 | present members of the board adopted the resolution.
The 12t | 1.Admit of the endorsement of external Vv X
meeting guarantees.
of the 7" | 2.Approval of the distribution plan of the Vv X
term 2018 directors’ and employees’
Board of remuneration.
Directors | 3.Approval of the Fiscal 2018 business Vv X
2019.03.08 | report, financial reports and consolidated
reports.
4.Approval of the distribution plan of Fiscal Vv X
2018 earnings.
5.Approval of “Statement of Internal Control Vv X
System for the Year 2018”.
6.Approval of the amendment to the Vv X

Company’s “Internal Control Systems”,
“internal rules” and “Internal Audit
Systems”.

7.Approved to purchase shares of ECOVE Vv X
Woujih Energy Corp. held by ECOVE
Environment Services Corp.

8.Approved to purchase shares of Yuan Ding Vv X
Resources Management Corp.. held by
ECOVE Waste Management Corp.

9.Approval of the issuance of the 2019 Vv X
employee stock options plan.
10.Approval of the “Procedure for Vv X

Acquisition and Disposition of Assets”,
“Procedure for Loaning of Funds”,
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“Procedure for Marking of Endorsements
or Guarantees”  of the ECOVE Waste
Management Corp., ECOVE Environment
Services Corp., and Approval of the
“Procedure for Acquisition and Disposition
of Assets” of the ECOVE Wujih Energy
Corp. and ECOVE Miaoli Energy Corp.
The Audit Committee’ resolutions (2019.03.08, The 10th meeting of
the 2nd term) : All members of the Audit Committee agreed 1.~ 10.
The Company’s response to the Audit Committee’s opinion : All
present members of the board adopted the resolution.

2. Ifthere is Independent Directors’ avoidance of motions in conflict of interest, the Independent
Directors’ names, contents of motions, causes for avoidance and voting should be specified:
None

3. Communications between Independent Directors and the Company's Internal Audit officer and
CPA
(1)After having presented the audit and follow-up reports to the Chairman, the Internal Audit

officer submits the same reports via e-mail for review by the Independent Directors on a
monthly basis. The Internal Audit officer communicates with the Independent Directors in
person quarterly in 2018. There were no objections raised by the independent directors in
2018.

(2)The Internal Audit officer presents the findings of audit reports in the meetings of the Audit
Committee and Board of Directors. All the Independent Directors have adequate access to
how audit performs. During 2018, the communication channel between Independent
Directors and the Internal Audit officer functioned well.

(3)The CPAs present audit reports and findings to the Independent Directors. Finance manager,
Accounting manager and Internal Audit officer attend the Audit Committee meetings and
reply to Independent Directors immediately if they have any questions. During 2018, the
communication channel between Independent Directors and CPAs functioned well.

(2) The State of participation in board meetings by the supervisors: None
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3.4.3 Corporate Governance and Operation, Differences from the Corporate Governance Best Practice Principles for the TWSE/TPEXx Listed Companies and

Reasons
Operation Status Deviations from “Corporate
Governance Best-Practice
Evaluation Item ves | No summary Statement Pri_nciples for TV\/_SE{GTSM
Listed Companies” and
reasons
1. Does the Company establish and Vv The Company has established "Corporate Governance Practice |None

disclose the Corporate Governance Principles” in accordance with the "Corporate Governance Best Practice

Practice Principals in accordance with Principles for TWSE/TPEXx Listed Companies” and disclosed them on the

the Corporate Governance Best Market Observation Post System (MOPS) and company website.

Practice Principles for the TWSE/ Last revision at the 17th meeting of the 6th term Board of Directors of

GTSM Listed Companies? the Nov. 02, 2016.

2. Ownership structure and
shareholder’s equity

(1)Does the Company set up the Vv (1)The Company has the procedures for processing shareholder [None
internal standard operation suggestions, questions, disputes, and litigation and processes related
procedure to handle issues such as matters accordingly.

shareholder’s advices, questions,
disputes and accusations for
implementation accordingly?

(2)Does the Company have control Vv (2) The Company requires its internal personnel (directors, supervisors, [None
over the major shareholders, who managers, and shareholders holding more than 10% of the shares of
control the Company and have the the Company’s capital) to report changes in their shares every month
name list of the major and disclose these changes on MOPS in accordance with Article 25 of
shareholders who have the the Securities and Exchange Act.
ultimate control over the In the event that the Company has acquired a list of shareholders due
Company? to regulations for the cessation of stock transactions, it shall also

investigate the main shareholders of the Company and the ultimate
owners of those major shareholders and disclose them in the annual
report or on the Company's website.
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Operation Status

Deviations from “Corporate
Governance Best-Practice

Evaluation Item Principles for TWSE/GTSM
Yes | No Summary Statement . .
Listed Companies” and
reasons
(3)Does the Company set up and Vv (3)The Company has established "Subsidiary Supervision and [None
implement the risk control and Management Procedures” in accordance with the "Regulations
firewall mechanism with the Governing Establishment of Internal Control Systems by Public
subsidiaries and affiliates? Companies" established by the Financial Supervisory Commission
and the "Procedures Governing Transactions with Group Enterprises,
Specific Companies, and Related Parties" as the basis for auditing.
Additionally, he Company organizes periodic meetings with related
enterprises and takes part in Board of Directors meetings and
shareholder meetings of subsidiaries in order to promptly learn
about decisions and changes of related enterprises for the purpose
of establishing corporate risk management and firewall mechanisms.
(4)Does the Company stipulate Vv (4)The Company has established "Procedures for the Prevention of
internal regulation, prohibiting the Insider Trading" to prevent the Company's insiders from using [None
insiders of the company to make information that has not been disclosed on the market to purchase
use of the unpublished information and sell securities.
for the trading of securities?
3. Composition and Responsibilities of
the Board of Directors
(1) Is there establishment of the Vv (1)Article 20 of the Company's "Corporate Governance Practice |None

diversification and thorough
implementation about the
composition of the board of
directors?

Principles” explicitly stated that the composition of the Board of
Directors should take into consideration the policy of diversity.
Directors who serve concurrently as the Company's managers should
not exceed one third of all Directors and appropriate diversification
guidelines have been established based on company operations,
business model, and development requirements. These guidelines
stipulate that Directors should be assessed by standards including
but not limited to the following two aspects: 1. Basic qualifications
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Evaluation Item

Operation Status

Yes

No

Summary Statement

Deviations from “Corporate
Governance Best-Practice
Principles for TWSE/GTSM

Listed Companies” and
reasons

and value and 2. Professional knowledge and skills.

In order to achieve the ideal goal of corporate governance, the board
should have the following capabilities: 1. Operational judgment. 2.
Accounting and financial analysis capabilities. 3. Management
capabilities. 4. Crisis management capability. 5. Industry knowledge.
6. International market outlook. 7. Leadership. 8. Decision-making
capacity.

The following measures have been taken by the Company to
implement diversification of the members of the Board of Directors:
2 directors concurrently serve as company managers, not exceeding
one-third of all directors; 3 independent directors, accounting for
33%, of which 2 independent directors have served for less than 3
years, and 1 independent director has served for 8-9 years; currently
no female director; in addition, the Company is an investment
holding company, in accordance with requirements for “general
investment” in the Company's operations, the members of the Board
of Directors include professors in finance and economics, practicing
attorneys, and business personnel in related fields. The Company's
implementation of the board member diversity policy is shown
below:

of Director

Core Item
Note |Note| Note |Note Note Note [Note [Note|Note|Note [Note |Note|Note|Note

Nam

J.J. Liao Male| v

51 | Engineering
to and

60 |Environmental
Protection

Y. P. Shih Male| v

51 | Engineering
to and

60 |Environmental
Protection
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Evaluation Item

Operation Status

Yes

No

Deviations from “Corporate
Governance Best-Practice
Principles for TWSE/GTSM

Listed Companies” and
reasons

Summary Statement
Shean Bii 61 Professor of
Chiu Within Finance
Male to v % % %
Independent 9 years
: 65
Director
71 )
Eugene Chien |Male to Sustainable v % % %
Energy
75
51
Kuan-Sheng |1 to | Investment | v | v [ v | v | Vv
Wang
60
61 .
Wen Whe Photoelectric
Male to v % % %
Pan Industry
65
. 51
Yang-Ming |y, 16 to Lawyer v|iv|v]|v
Liu
60
Shuh Woei 71
Yu Male Within| to Industrial v v v v v
Independent 3 years| 75 Safety
Director
James Tsai .| 61
Independent |Male :\SNIS;Z to | Accountant | v v v v
Director y 65

Note 1: Male/Female

Note 2: Also serves as an employee of the company
Note 3: Serving as an independent director of the company
Note 4: Age

Note 5: Industry experience

Note 6: Operational judgment

Note 7: Accounting and financial analysis capabilities
Note 8: Management capabilities

Note 9: Crisis management capability

Note 10: Industry knowledge

Note 11: International market outlook

Note 12: Leadership

Note 13: Decision-making capacity
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Operation Status

Deviations from “Corporate
Governance Best-Practice

Evaluation Item Principles for TWSE/GTSM
Yes | No Summary Statement . .
Listed Companies” and
reasons
Note 14: Legal capacity
(2)The Company has established the Remuneration Committee and
(2)In addition to the establishment of | V Audit Committee, but no other functional committees.

the Remuneration Committee and
Audit Committee, does the
Company have other functional
committees?

(3)The Company established the "Board of Directors Performance

Vv

(3)Is there performance appraisal of
the board of directors, which is
carried out annually?

Evaluation Guidelines" at the 18th meeting of the 6th Board of
Directors on December 12, 2016. Related regulations are as follows:
Article 3 (Frequency and length of evaluation)

The Company's Board of Directors shall conduct at least one internal
Board of Directors performance evaluation every year. The internal
Board of Directors performance evaluation shall be conducted at the
end of each year in accordance with the evaluation procedures and
standards set forth in the Guidelines to evaluate the performance of
the preceding year.

The Company shall appoint external professional and independent
institutions or an external team of experts and scholars at least once
every three years to evaluate the performance of the Board of
Directors. The performance evaluation shall be conducted at the end
of the year.

Article 4 (Scope and methods of evaluation)

The scope of the performance evaluation of the Company's Board of
Directors is the performance of the entire Board.

The methods of evaluation include self-evaluation of the Board, self-
evaluation of the members of the Board, or other appropriate
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Evaluation Item

Operation Status

Yes

No

Summary Statement

Deviations from “Corporate
Governance Best-Practice
Principles for TWSE/GTSM

Listed Companies” and
reasons

(4)Is there regular assessment of the
independence of the certified
public accountant every year?

methods.

The performance evaluation of the Company's board of directors
covers five major aspects: “participation in company operations”,
“quality of board decisions”, “board composition and structure”,
“director selection and continuing education” and “Internal control”,
including a total of 29 self-assessment indicators.

The 2018 board performance evaluation has been completed by
Management Division, and via self-evaluation by members of Board
of Directors in early 2019.  The result has been reported to the 12th
meeting of the 7th term Board of Directors on March 8, 2019. The
operation of the company’s Board of Directors is evaluated well base
on the result of the 2018 Board performance evaluation.

In December 2018, the company entrusted the external organization
"Taiwan Corporate Governance Association” to implement the
"Board Performance (including Effectiveness) Assessment”. In
March 2019, the company received an "assessment report”. External
board performance evaluation results, including improvement
suggestions and future improvement plans or actions have been
disclosed on the company's website (http://www.ecove.com) and will
be reported to the company's board of directors in the near future.

(4)To fulfill Corporate Governance, the Company has established
“Evaluation of engaged Certified Public Accountant Regulation” in
the 8th meeting of the 5th board of director on December 18, 2012,
According to this regulation, the Company exams and evaluates
CPA’s independence and capability annually, and submit a report to
the Audit Committee and Board of Directors. The report was
approved by the Audit Committee in the 10th meeting of the 2nd on
March 8, 2019 and by the Board of Directors in the 12th meeting of
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Evaluation Item

Operation Status

Yes

No

Summary Statement

Deviations from “Corporate
Governance Best-Practice
Principles for TWSE/GTSM

Listed Companies” and
reasons

the 7th on March 8, 2019, the evaluation items please refer to the
[Note 1].

After assessed, CPAs Shih-Jung Weng and Shu-Chiung Chang from
PricewaterhouseCoopers were qualified. Both CPAs do not have any
direct interest relationship with either the Board of Directors or the
Company, and believed to have more than sufficient capabilities on
auditing, taxation and time cost efficiency.

4. Has the TWSE-listed or TPEx-listed
company established a dedicated or
part-time corporate governance unit,
or personnel responsible for
corporate governance affairs
(including but not limited to providing
information required for Directors
and Supervisors to carry out their
tasks, organize meetings of the Board
of Directors and shareholder
meetings, implement company
registration and changes, compile
meeting minutes for the Board of
Directors meetings and shareholder
meetings, etc.)?

1.In the year of 2018, the company is responsible for "Corporate

Governance" related matters. The chairman of the company has more
than three years of experience in the management of corporate
governance related units in public company.

. The company has passed the 12th meeting of the 7th Board of

Directors on March 8, 108. The Financial Officer, Ms. Catherine Huang, is
the head of “Corporate Governance” and is responsible for corporate
governance related matters. Ms. Catherine Huang has more than three
years of experience in financial work in gained at a public company.
The terms of reference of the “chief corporate governance officer” are
as follows. The 2019 training situation and the 2019 business execution
focus will be disclosed on the Company's website as a result of the
completion.
The "chief corporate governance officer" authority shall include at least
the following contents :
(1) Handling matters relating to board meetings and shareholders
meetings according to laws.
(2) Producing minutes of board meetings and shareholders meetings.
(3) Assisting in onboarding and continuous development of directors

None
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Evaluation Item

Operation Status

Yes

No

Summary Statement

Deviations from “Corporate
Governance Best-Practice
Principles for TWSE/GTSM

Listed Companies” and
reasons

and supervisors.

(4) Furnishing information required for business execution by directors
and supervisors.

(5) Assisting directors and supervisors with legal compliance.

(6) Other matters set out in the articles or corporation or contracts.

3. The “Corporate Governance” developments in 2018 are as following :

(1) Draw up the meeting schedule for functional committees meetings
and Board meetings; consolidate proposals from related divisions
and give the notice, agenda and related information to each
director no later than 7 days prior to the scheduled meeting date;
convene the said meetings and provide meeting materials; remind
directors who have conflicts of interest of recusing themselves;
and complete meeting minutes within 20 days after the functional
committees meeting and board meeting.

(2) Draw up and have prior booking for the date of Shareholders;
meeting; assist director candidates with the procedure of
nominations and audit; process the stock affairs; prepare meeting
notice, handbook, annual report and minutes within statutory
period; and after the board of directors / shareholders meeting to
declare relevant announcements and change company
registration, etc.

(3) Provide information on relevant refresher courses to directors and
assist directors in completing the required number of hours of
study required each year.

(4) Inform the related information of laws or announcements to
directors and managers on irregular basis.

(5) Prepare the self-evaluation of Corporate Governance Evaluation
and assist related divisions to follow up Corporate Governance
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Operation Status

Deviations from “Corporate
Governance Best-Practice

Evaluation Item Principles for TWSE/GTSM
Yes | No Summary Statement . .
Listed Companies” and
reasons
Evaluation Indicators and related regulations by the Competent
Authority published.
(6) Provide the contents of the latest laws and regulations required for
independent directors and general directors to perform their
duties (such as company management, corporate governance).
5. Does the Company establish Vv The Company has established a stakeholder section on the company |None
communication channel for website to respond properly to inquiries from stakeholders (including
stakeholders (Including but not but not limited to important corporate social responsibility issues).
limited to shareholders, employees,
customers and suppliers), set up a
dedicated section in its corporate
website for stakeholders, and
properly respond to CSR-related
issues concerned by stakeholders?
6. Does the Company entrust the Vv The Company has appointed the Stock Transfer Agency Department of |None
professional stock affair agency for KGI Securities to process affairs related to shareholder meetings.
the shareholder affairs?
7. Information Disclosure None
(1)Does the Company set up a Vv (1)The company has established a website to disclose information
website to disclose information regarding the company's financial, business, and corporate
regarding the Company’s finance, governance status. The Company's website: www.ecove.com
business and corporate governance
status?
(2)Is there any other information Vv (2)The Company has established a Chinese and English website and

disclosure channels (e.g.,
maintaining an English-language
website, appointing responsible

assigned dedicated personnel for the collection and disclosure of
company information. The Company also established a
spokespersons mailbox on the company website to implement the
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Operation Status

Deviations from “Corporate
Governance Best-Practice

Evaluation Item Principles for TWSE/GTSM
Yes | No Summary Statement . .
Listed Companies” and
reasons
people to handle information spokesperson system, and published Chinese and English
collection and disclosure, presentation materials and recordings of investor conferences,
appointing spokespersons, shareholder meeting information in Chinese and English, annual
webcasting investors conference)? reports, etc.
8. Is there other important information, | V (1)The Company does not discriminate between gender, race, [None
which helps to understand the nationality, etc. in the recruitment and appointment of employees.
governance and operation of the Each employee shall enjoy labor insurance, national health
company, which includes but not insurance, appropriation of statuary pension fund, and the
limited to the rights and interest of subsidiaries set up a common employee welfare committee.
the staff, cares for the employees, (2) The Company has provided the directors with information on related
investor relations, relation with the advanced study courses and appointed external professional
suppliers, rights of the stakeholders, institutions to open courses.
trainings received by the directors and (3) The Company has enhanced financial risk management and reviews
supervisors, the implementation of the financial structure at all times. In terms of internal control, the
the risk management policy and risk Company has established full-time auditing personnel to periodically
assessment criteria, the liability or sporadically conduct audits on the internal control system of the
insurance policies taken out for the Company and file reports.
directors and supervisors...etc? (4)The Company has purchased liability insurance policies for the
directors and managers for the purpose of compensation in the event
that a director or important employee causes damage to the
Company or any third parties during the performance of duties.
(5)The Company complies with laws and regulations in all contracts
signed with customers to safeguard the rights and obligations of both
parties.
9. Please describe the improvement Vv (1)The Company has improved in the 4th corporate governance [None

status and provide the items and
measures that should be prioritized
for improvement with regard to the

evaluation items as summarized below:
None
(2)Among the corporate governance evaluation items for which the
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Evaluation Item

Operation Status

Yes

No

Summary Statement

Deviations from “Corporate
Governance Best-Practice
Principles for TWSE/GTSM

Listed Companies” and
reasons

corporate governance evaluation
results issued by the Corporate
Governance Center of Taiwan Stock
Exchange in the most recent year.

Company has not yet made improvements, the prioritized item to be
completed first is Board of Directors Adds Female Directors.
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[Note 1] Assessments on the Independence of CPA

Assessed Item

Item

Description

Assessment
Results

Independence
Criteria

1

The CPA is required to recuse him/herself if his/her service or
he/she has a direct or material indirect relationship with or interest
in the matter concerned that may affect his/her fairness and
independence and may not take part in the process.

Yes

Yes

The purpose of the audit or review of the financial statements is to
provide a medium to high probability but not absolute verification
for the potential users of the statements. In addition to
maintaining independence in form, the CPA's actual independence
is even more significant. Therefore, members of the audit service
team, other CPAs, the firm, and the affiliate enterprises of the firm
are required to remain independent from the Company.

Yes

Yes

The CPAs appointed by the Company maintain the following

conditions:

(1) Integrity: The CPAs shall provide professional services in an
honest and solemn manner.

(2) Fair and objective: The CPAs maintain a fair and objective
attitude when providing professional services and prevent
conflicts of interest from affecting their independence.

(3) Independence: The CPAs remain independent in form and in
substance when auditing or reviewing financial statements and
express their opinions in a fair manner.

Yes

Yes

The independence, honesty, fairness, and objectivity of the CPSs
are closely related. The CPAs do not lack or lose the independence
that may affect the integrity, fairness, and objectivity that they had
when they were appointed.

Yes

Yes

The independence of the CPAs has not been influenced by self-
interest, self-evaluation, defense in court, familiarity, or coercion.

Yes

Yes

The influence of self-interest on the independence of the CPAs

refers to the financial benefits obtained from the Company or

other relations that may cause conflicts of interest with the

Company. The following conditions have not occurred:

(1) Direct or indirect material financial interests with the
Company.

(2) Financing or endorsements with the Company or its Directors
or Supervisors.

The possibility of losing the Company as a client.

Intensive business relations with the Company.

Potential employment relations with the Company.

All official expenses in relations with the audit of the

Company.

3
4
&
(6

~— —r N —

Yes

Yes

The influence of self-evaluation on the independence of the CPAs
refers to reports or judgments submitted by the CPAs for non-
auditing services which constitute an important basis in the audit
or review process of financial information; or if a member of the
audit service team had once served as the Company's Director,
Supervisor, or a position in the Company with significant influence
over the audited case. The following conditions have not occurred:

Yes

Yes
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(1) A member of the audit service team currently serves or had
served as the Company's Director, Supervisor, or other position
that could seriously impact the audit in the most recent two
years.

(2) Non-auditing services provided to the Company directly
impact critical items in the audit.

The influence of defense in court on the independence of the CPAs

refers to the defense provided by a member of the audit service

team to the Company's stature or opinion that causes its

objectivity to be questioned. The following conditions have not

occurred:

(1) Promotion or intermediary for the stocks or other securities
issued by the Company.

(2) A member of the audit service team served as the Company's
defense counsel or represents the Company in mediating
conflicts with third parties.

Yes

Yes

The influence of familiarity on the independence of the CPAs refers
to the close relations with the Company's Directors, Supervisors, or
managers that would cause the CPAs or members of the audit
service team to pay overt attention to or sympathize with the
Company's interests. The following conditions have not occurred:
(1) A member of the audit service team is a family member or
relative of the Company's Director, Supervisor, or other
individuals in positions that could seriously impact the audit.
(2) A member of the audit service team is a family member or
relative of the Company's Director, Supervisor, or other
individuals in positions that could seriously impact the audit.
(3) A member of the audit service team has accepted valuable
gifts or presents from the Company or its Director or Supervisor.

Yes

Yes

10

The influence of coercion on the independence of the CPAs refers

to the threat from the Company suffered or felt by a member of

the audit service team that causes the member to be unable to
maintain objectivity and clarify professional doubts. The following
conditions have not occurred:

(1) The Company requested the CPAs to accept inappropriate
choices requested by the management or provide inappropriate
disclosure in financial statements.

(2) The Company exerted pressure on the CPAs to inappropriately
reduce mandatory auditing tasks to lower expenses.

Yes

Yes
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3.4.4 The Remunerate committee’s composition, responsibilities and operation:
1. Remuneration Committee members’ information

Meet One of the Following Professional Qualification Requirements, Together with o
. . Independence Criteria(Note 2)
at Least Five Years Work Experience
. . - Number of Other
o An Instructor or Higher AlJudge, Public Prosecutor, |Have Work Experience . .
Criteria e o . . Public Companies
Position in a Department of | Attorney, Certified Public in the Areas of in Which the
Commerce, Law, Finance, Accountant, or Other Commerce, Law, individual is
Identity Accounting, or Other Professional or Technical Finance, or Concurrent] Remark
(Notel) Academic Department Specialist Who has Passed a Accounting, or 11213lalslel7ls Serving as g (Note 3)
Related to the Business National Examination and | Otherwise Necessary membger of
Needs of the Company in a | been Awarded a Certificate in | for the Business of the .
. . . . Remuneration
Public or Private Junior | a Profession Necessary for the Company .
Name . Committee
College, College or Business of the Company
University
Independent| Shean Bii
Director Chiu v - v VI ivVvIVIVIVI|IVIVI IV 1 N/A
Independent| Shuh Woei
Director 0 v - v viviviviviviv|v 0 N/A
Independent .
Director | James Tsai v v v VIivVI VI VIV IVIVIV 3 N/A

Note 1: Please fill out director, independent director, or other.

Note 2:

1. Notanemployee 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 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’ hames, in an
aggregate amount of 1% or more of the total number of outstanding shares of the Company or ranking in the top 10 in holdings.
4. Notaspouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the persons in the preceding three subparagraphs.
5. Not a director, supervisor, or employee of a corporate shareholder that directly holds 5% or more of the total number of outstanding shares of the Company or that
holds shares ranking in the top five in holdings.
6. Notadirector, supervisor, officer, or shareholder holding 5% or more of the share, 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 officer 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.
8.  Not been a person of any conditions defined in Article 30 of the Company Law.
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2. The state of operations of the Remuneration Committee
a. This committee is comprised of 3 members.

b. The term of current committee members is from June 26, 2017 to June 25, 2020:

A total of 5 meetings of the Remuneration Committee were held in the previous period: (January

01, 2018 ~ March 31, 2019)

. Attendance Attendance
Title Name i Person By Proxy rate (%) Remarks
Convener | Shean Bii Chiu 5 0 100 None
Member | Shuh Woei Yu 5 0 100 None
Member James Tsai 5 0 100 None

Other mentionable items:

1. If the board of directors declined to adopt, or modified, a recommendation of the remuneration
committee, the dates of meetings, sessions, contents of motions, resolutions of the Board Meeting
and the Company’s response to remuneration committee’ opinion should be specified(If the
remuneration passed by the board of directors exceeds the recommendation of the remuneration
committee, the circumstances and cause for the difference shall be specified): None

2. If there are objections or reservations to any discussion matters or extraordinary motions expressed
by any member of the Committee, recorded or provided in written forms, the dates of meetings,
sessions, contents of motions, all members’ opinion and the Company’s response to members’
opinion should be specified: None

3. The operation of the company's remuneration committee in the most recent year:

The
} company's
Rerrtlitérlllera _ handling of
Committee Contents of motion Resolution the opinions
: of the
Meetings Remuneration
Committee
th
nggt% of All members | Submitted to
the 3% 1. The distribution plan of the 2017 directors’ and employees’ of the the BOD,
term remuneration. committee approved by
2018.03.08 agreed all directors
The 4™ All members | Submitted t
t?eerr?] 1. The issuance of the 2018 employee stock options plan. committee approved ioy
2018.04.30 agreed all directors
th
mT&i?w of All members | Submitted to
the 3% 1. The list of subscribers and the number of shares they are allowed of the the BOD,
term to subscribe for 2018 Employee Stock Options. committee approved by
2018.05.31 agreed all directors
The 6 All members | Submitted
meeting of _ members ubmitted to
the 3% 1. The average salary increase rate of 2019. of the the BOD,
term 2. The remuneration of the management officers of the Company. committee approved by
2018.12.10 agreed all directors
The 7 oty it : All members | Submitted to
meetm%]of 1. The distribution plan of the 2018 directors’ and employees’
the 3 remuneration. cor?rrrtﬁéee a th?o?/ngio
term 2. The issuance of the 2019 employee stock options plan. aqreed FI)Ipd' y
2019.03.08 gree all directors
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3.4.5 Corporate Social Responsibility (CSR)

dedicated unit or appointed a unit
for promoting CSR? Is the unit
authorized by the Board of
Directors to implement CSR
activities at upper management
levels? Does the unit report the

responsibility and our contributions to society and the environment. Therefore, we set up the
CSR Committee in 2014. The General Management Office takes the responsibility to coordinate
and communicate among the various work groups and holds meetings with each work group to
track the results. This system enables the Company to achieve effective implementation of
corporate social responsibility activities. The CSR Committee is the main decision-making and
promotion unit of ECOVE's corporate social responsibility practices. The Chairman of the

Implementation Status Deviations
from "the
Corporate
Social
Responsibili
ty Best
: Practice
Evaluation Item Lo
Yes | No Summary Statement Prlr}mples
or
TWSE/TPEX
Listed
Companies”
and
Reasons
1. Implementing corporate
governance
(1) Has the Company set up Vv (1) The Company passed the "CSR Promotion and CSR Report Publication Procedures™ in November|{None
corporate social responsibility 2010, which serve as a set of principles for implementation. The material issues in the CSR
(CSR) policies or systems and Report are set with reference to the GRI Standards and the AA1000 verification standards and
reviewed the effectiveness of CSR principles with stakeholders' concerns on the issues and the degree of impact of these issues on
actions? the Company taken into considerations to establish a systematic process for the relevant
activities.
(2) Does the company provide Vv (2) The company organizes lectures to promote environmental education and raise awareness on{None
educational training on corporate corporate social responsibility through training, announcements and activities.
social responsibility on a regular
basis?
(3) Hasthe Company establisheda | V (3)The Company attaches great importance to the implementation of corporate social|None
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Evaluation Item

Implementation Status

Yes

No

Summary Statement

Deviations
from "the
Corporate
Social
Responsibili
ty Best
Practice
Principles
for
TWSE/TPEX
Listed
Companies”
and
Reasons

progress of such activities to the
Board of Directors?

Company serves as the Chairman of the Committee and the highest ranking executives as the

members of the Committee. The Committee reports to the board of directors regularly once a

year on the effectiveness of CSR-related activities. The CSR Committee meets regularly every

year or as needed. The regular meeting is held in the fourth quarter each year to review the CSR
activities of the current year and discuss the main the issues for the next year. Unscheduled
meetings are held as needed. Three work groups were set up under the Committee for Business

Management, Social Engagement and Environmental Protection and formed by personnel from

departments relevant to the issues.

Operation and Execution Process:

2018 Implemented Items:

Brand promotion, strengthen risk management, talents cultivation, friendly volunteering

activity, CSR report improvement plan, care for neighboring communities, promote energy

conservation and carbon reduction, environmental education facilities promotion , One Plant

One Step: Environmental Education for Sustainability

2019 Project :

- Economy: Power generation efficiency improvement, renewable energy development,
recycling development, professional R&D and technology, customer service, regulatory
compliance, supply chain management

- Environment: Incineration and waste management / Air pollution control, water stewardship,
waste reduction

- Society: Occupational safety and health, talent retention and recruitment, social participation
and charity
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Evaluation Item

Implementation Status

Yes

No

Summary Statement

Deviations
from "the
Corporate
Social
Responsibili
ty Best
Practice
Principles
for
TWSE/TPEX
Listed
Companies”
and
Reasons

(4) Does the company declare a
reasonable salary remuneration
policy, and integrate the
employee performance appraisal
system with its corporate social
responsibility policy, as well as
establish an effective reward and
disciplinary system?

(4) The Company has established self-disciplinary regulations including the Corporate Governance

Practice Principles, ECOVE Environment Corporation Ethical Corporation Ethical Corporate
Managements Best Practice Principles, ECOVE Environment Corporation Code of Business
Conduct and Ethics for the Board of Directors and Managers, ECOVE Environment Corporation
Code of Employees Ethics and Conduct, and Related Party Transaction Management. The Work
Rules also include specific performance evaluation and the reward and punishment system. The
Company has established performance management regulations and related reward and
punishment regulations. Employees&apos; performance are thoroughly reflected in the year-
end bonus to encourage employees with outstanding performance. Supervisors may provide
appropriate assistance for improving performance or rotations to change the content of work
for employees with poor performance ratings based on actual conditions and reasons for the
poor performance. Article 99 of the Company's Articles of Incorporation stipulates that if the
company makes profit during the year, a portion of the profit shall be allocated with priority to
offset the accumulated losses, a portion no less than 0.1 percent shall be allocated for employee
compensations and no more than 2 percent shall be allocate for compensations of the directors.
Employee compensations may be paid in the forms of stock or cash and the subjects of payment
may include employees of subsidiaries who meet certain criteria.

None

50




Implementation Status

Deviations

from "the
Corporate
Social
Responsibili
ty Best
Evaluation Item Practice
Yes | No Summary Statement Pflr}‘gf"ﬂs
TWSE/TPEX
Listed
Companies”
and
Reasons
2. Developing sustainable
environment

(1) Does the company endeavorto | V (1) As a member of the society, ECOVE is committed to energy-saving and carbon reduction. From|None
utilize all resources more the view of the entire resource recycling industry, the Company is constantly pursuing the
efficiently and use renewable development and application of new technologies to reduce energy consumption and prevent
materials which have low impact pollution. In daily operations, the Company advocates energy-saving and emphasizes the
on the environment? importance of cutting down use of paper, electricity and water.

(2) Does the company establish Vv (2) For pollution prevention, the EfW plants operated by the Company have established quality and|None
proper environmental environmental management systems (ISO 9001 and I1SO 14001). For resource recycling, 2018
management systems based on statistics show that the plants have sold a total of 885,557 MWh of electricity back to Taiwan
the characteristics of their Power Company, which achieved a reduction of GHG emission equivelent to 578,000 metric
industries? tons of CO; emissions. In 2018, the Company processed a total of 1,920,530 metric tons of

waste at the contracted EfW plants. Among the processed waste, general waste accounted for
1,548,830 metric tons and general industrial waste 371,491 metric tons. In equivelent, ECOVE
ESC processed a volume of general waste generated by approximately 7.9 million people and
industrial waste from 16,500 businesses in a year.

(3) Does the company monitor the | V (3) With regard to greenhouse gases, according to the 2017 self-inspection, the EfW plants|None

impact of climate change on its
operations and conduct
greenhouse gas inspections, as
well as establish company

operated by the Company emitted a total of 698,243.9 metric tons of carbon dioxide. And
according to the 2018 self-inspection, the EfW plants operated by the Company emitted a total
of 733,121 metric tons of carbon dioxide (excluding the Shulin and Gangshan plants). The
Company's Wujih Plant has obtained the ISO 14064-1 verification of greenhouse gas emissions.
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Deviations

from "the
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Social
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ty Best
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Yes | No Summary Statement Pflr}‘gf"ﬂs
TWSE/TPEX
Listed
Companies”
and
Reasons
strategies for energy effeciency, Miaoli Plant and Tainan Plant have obtained the PAS 2050 certification and submitted carbon
carbon and GHG reduction? emission reduction plans for main sources of emissions in order to effectively reduce
greenhouse gas emissions. With 2014 set as the base year, the goal is to cut down the total
annual carbon emission by 1 percent.
To lower power consumption, the Company has installed variable frequency converters,
renewed ACC fans, switched to T5 or LED lighting equipment, implemented separate lighting
management, installed automatic lighting devices, managed air-conditioning temperature
settings, and reset rotating equipment from continuous operations to controlled start-up and
shut-down at optimal times or temperature-automated start-up and shut-down.
With regard to water resource management, the waste water of incineration plants under the
Company's management including waste water from the boiler, production process, cleaning,
general waste water, or vehicle-washing waste water is 100% recycled and reused through the
waste water recycling system in the Plants to achieve the goal of "zero waste water discharge”.
3. Asserting social welfare
(1) Does the company formulate Vv (1) In compliance on human rights, labor standards, environment, anti-corruption and other|None
appropriate management policies normative spirits with UN Global Compact, Universal Declaration of Human Rights and UN
and procedures according to Framework and Guiding Principles on Business and Human Right, and in order to ensure that
relevant regulations and the daily operations are in line with corporate ethics, there are basic standards of conduct to be
International Bill of Human observed for directors, managers, general employees and procurement personnel separately.
Rights?
(2) Has the company set up an Vv (2) The Company has established sexual harassment prevention and processing regulations with|None

employee hotline or grievance

clear complaint methods and channels to promptly process related complaints.
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mechanism to handle complaints
with appropriate solutions?

(3) Does the company provide a Vv (3) The Company establishes safety and health education training plans each year and implements{None
healthy and safe working the programs in accordance with plans. The Company also organizes Occupational Safety Week
environment and organize and Health Week events to establish a culture for safety through participation of all employees.
training on health and safety for
its employees on a regular basis?

(4) Does the company set up a Vv (4) The Company organizes labor-management meetings and appoints committee members from{None
communication channel with labor and management to convene regular committee meetings in accordance with regulations.
employees on a regular basis, as The meetings are used to regulate and improve labor-management relations. The Company
well as reasonably inform organizes regular employee discussions between high-level management and all departments
employees of any significant each year. Both parties of labor and management are able to conduct face-to-face
changes in operations that may communication to promptly and resolutely improve and resolve problems. Employees can also
have an impact on them? express their opinions regularly through internal channels.

(5) Does the company provide its Vv (5) The Company implements general and professional training to increase employees' qualities|None
employees with career and work skills. It also provides subsidies for on-the-job training for employees to establish an
development and training excellent corporate culture through education and training.
sessions?

(6) Has the company established V (6) The Company has established a quality management system based on I1SO 9001 international{None

53




Implementation Status

Deviations

from "the
Corporate
Social
Responsibili
ty Best
_ Practice
Evaluation Item e
aluation fte Yes | No Summary Statement Prlr}mples
or
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and
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any consumer protection standards and implements the system effectively to ensure the operations and performance
mechanisms and grievence meet quality targets.
procedures for issues arising from
research development,
procurement, production,
operation and services?
(7) Does the company advertise Vv (7) The Company ensures product and service quality in accordance with related government and{None
and label its goods and services industry regulations. The Company adheres to related regulations and international standards
according to relevant regulations for product and service marketing and labeling. The Company does not engage in any activities
and international standards? involving deceptive or misleading behaviors, frauds, or other actions which may diminish the
trust of consumers or damage consumer interest.
(8) Does the company evaluate the | V (8) The Company requires all its suppliers to fully comply with local laws and regulations when{None
records of suppliers to study their performing services for the company. In addition, the Company has established a set of
impact on the environment and supplier/contractor social responsibility principles and requests them to bear related social
society before considering responsibilities.
business partnership?
(9) Do contracts between the Vv (9) The contract between the company and its major suppliers already includes that if the supplier|None

Company and its major suppliers
include terms where the
Company may terminate or

involves a violation of its corporate social responsibility policy and has a significant impact on
the environment and society, the company may terminate or release the terms of the contract
at any time.
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Deviations

relevant and reliable information
relating to CSR on its official
website or the Market
Observation Post System (MOPS)?
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Social
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ty Best
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or
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and
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rescind the contract at any time if
the said supplier has violated the
Company's corporate social
responsibility policy and
significantly impacted the
environment and society?
4. Strengthening information
disclosure
(1) Does the company disclose Vv (1) The Company has published the Corporate Social Responsibility Report (CSR Report) since 2010|None

and it continues to do so to demonstrate the Company's ideals and policies for corporate social
responsibilities as well as its hard work and performance in corporate governance, customer
care, employee welfare, environmental protection, and social engagement. Please refer to the
Company's website for complete information on the Corporate Social Responsibility Report

compiled by the Company.

5. If the Company has established corporate social responsibility principles based on “Corporate Social Responsibility Best Practice Principles for TWSE/GTSM

Listed Companies,” please describe any discrepancy between the principles and their implementation:
The Company has established Corporate Social Responsibility Implementation Principles in accordance with Corporate Social Responsibility Best Practice

Principles for TWSE/TPEXx Listed Companies for all employees, managers, and members of the board to follow.

6. Other important information to facilitate better understanding of the Company’s corporate social responsibility practices
(1)Brand revolution and resource circulation: The Company has completed the brand revolution in 2017, thereby enhancing its market influences and visibility
worldwide, and proactively investing in the resource circular economy. It won the National Sustainable Develop Awards of the Executive Yuan, and promised

to put SDGs into the blueprint development strategies. By combining careers with vocation, ECOVE continues to put efforts in the sustainable development
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of the Earth resources and human living environment.

(2)Embrace challenge and triumph through innovation: The Company and its subsidiaries have actively pursued international markets in recent years. In terms
of talent cultivation, it has enhanced its expertise and international exposure and encouraged employees to advance their studies in internal or external
training to increase their capabilities. In 2018, there were 453 instances of employee participation in external training and 11,634 instances of internal
training. The Company invested a total of NT$2.51 million on training, which demonstrated the Company's emphasis on education and training. In addition,
the Company introduced a global education platform "CTCI Academy" (GTS) that allows employees to take video courses at anytime from anywhere,
regardless of whether they are off duty or on business trips.

(3)Implement Safety and Health: ECOVE adheres to the spirit of safety and health, and has formulated 7 major safety and security policies: “Safety First”,
“Improve Employee’s Health and Well-being”, “Environmental Protection and Sustainable Development”, and “Implement Risk Management Mechanism
", "Fulfilling Regulations and Contract Requirements"”, "Promoting Full Participation and Training", "Continuous Improvement of the Safety and Health
Environment System". Since 2009, its subsidiary, ECOVE ESC, the head office and all the incineration plants in operation, totaling 8 verification points
(Keelung, Southern Taoyuan, Miaoli, Houli, Wujih, Tainan, STSP EfW Plants and Head Office) all obtained OHSAS 18001 and TOSHMS certificate, and
responded to the Ministry of Labor policy in 2011 to convert TOSHMS to CNS 15506. In order to create a new atmosphere for ECOVE, the system was
converted to ISO 45001 and received verification on December 31, 2018. It will continue to strengthen and improve the all-round management system to
build a safe workplace and provide employees with a healthy and safe workplace.

(4)Social engagement: Setting the SDGs indicator as the topic of social engagement, ECOVE actively participates in charitable activities, environmental
conservation promotion, community collaboration, and environmental protection academic exchanges, etc. to establish a good community interaction and
care for the vulnerable groups. In order to turn the concept into real actions, in 2018, ECOVE has participated in 19 forums at home and abroad, held 268
environmental education promotion activities, and 251 activities of community activities including care for neighboring communities and the vulnerable
groups, and guarding the environment, etc.

(5)ECOVE actively promotes green life and teaches employees to reduce their carbon footprint in their daily lives. Only by the implementation of personal
efforts can we create a sustainable environment and instill the effects and influence of our green commitment into everyone's heart.

(6)One Plant One Step: Environmental Education for Sustainability: ECOVE implements the three-year plan of “One Plant One Step: Environmental Education
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for Sustainability”, a three-year plan (2018~2020), proactively promote environmental education from schools at all levels around the neighborhood to the

whole country. The so-called "One Plant One Step" is based on the locations of the incineration plants which operated by ECOVE subsidiaries. ECOVE

employees visit the adjacent primary schools for environmental education. The main courses of the “"Environmental Education for Sustainability” are

connected with the core business of the EfW plants operation. In 2018, 22 sessions were held in Taiwan, with 3,171 participants attended, and ECOVE's

footsteps went even further to Magong City, Penghu.

7. If the corporate social responsibility reports have received assurance from external institutions, they should state so below:
(1) Inspection standards for passage of CSR reports:
The "ECOVE 2017 CSR Report" was completed in 2018 to disclose the Company's implementation of corporate social responsibility policies. An external
entity, the BSI Group, was appointed to independently certify the CSR Report in accordance with AA 1000 standards.
(2)ECOVE and its subsidiaries have acquired the following certifications for quality, safety, health, and environmental management in 2018 and by the

published date of the Annual Report:

= ECOVE Environment Corp. has acquired BS 8001:2017 certification for circular economy (2017.10.17 ~ 2019.10.16)

= All EfW plants operated by ECOVE Environment Services Corp. have acquired ISO 9001:2015 quality management system certification (Keelung Efw Plant
2016.11.22 ~ 2019.11.22, Southern Taoyuan Efw Plant 2017.03.22 ~ 2020.03.21, Miaoli Efw Plant 2018.09.04 ~ 2021.10.02, Houli Efw Plant 2018.07.20
~2020.06.17, Wujih Efw Plant 2018.03.17 ~ 2021.03.16, Tainan Efw Plant 2018.04.25 ~ 2021.04.24, STSP Efw Plant 2017.09.29 ~ 2020.09.29)

= All EfW plants operated by ECOVE Environment Services Corp. have acquired 1ISO 14001:2015 environmental management system certification (Keelung
Efw Plant 2019.01.10 ~ 2021.12.27, Southern Taoyuan Efw Plant 2017.03.22 ~ 2020.03.21, Miaoli Efw Plant 2018.09.04 ~ 2021.10.02, Houli Efw Plant
2018.07.30 ~ 2020.06.19, Wujih Efw Plant 2018.03.17 ~ 2021.03.16, Tainan Efw Plant 2018.04.25 ~ 2021.04.24, STSP Efw Plant 2017.09.22 ~ 2020.09.22)

= All EfW plants operated by ECOVE Environment Services Corp. have acquired ISO 45001:2018 occupational health and safety management system
certification (ECOVE ESC 2019.01.10 ~ 2022.01.10, Keelung Efw Plant 2019.01.10 ~ 2022.01.10, Southern Taoyuan Efw Plant 2019.01.10 ~ 2022.01.10,
Miaoli Efw Plant 2019.01.10 ~ 2022.01.10, Houli Efw Plant 2019.01.10 ~ 2022.01.10, Wujih Efw Plant 2019.01.10 ~ 2022.01.10, STSP Efw Plant
2019.01.10 ~ 2022.01.10)

= Tainan EfW Plant, operated by ECOVE Environment Services Corp., has acquired the Environmental Protection Administration (EPA) product carbon

Evaluation Item
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footprint certification (2017.01.10 ~ 2020.01.09)
= ECOVE Waste Management Corp. has acquired ISO 9001:2015 quality management system certification (2018.09.12 ~ 2019.10.12)

= ECOVE Waste Management Corp. has acquired ISO 14001:2015 environmental management system certification (2017.11.12 ~ 2020.11.11)
= ECOVE Waste Management Corp. has acquired OHSAS 18001:2007 occupational health and safety management system certification (2017.11.12 ~

2020.11.11)
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3.4.6 The Ethical Corporate Management

Evaluation Item

Implementation Status

Deviations
from “Ethical
Corporate
Management
Best Practice

unethical conduct with clear statements regarding
relevant procedures, guidelines of conduct,
punishment for violation, rules of appeal, and the
commitment to implement the policies?

in the "Ethical Corporate Management Best Practice Principles™" and it also
established "Enforcement Rules of Employee Ethical Conduct”, "Report
Management Regulations”, and "Employee Reward and Punishment
Regulations” etc. as the basis for implementing the "prevention of unethical
conduct".

The Company and its key subsidiaries held 2,115 person-times, totaling 930
person-times of internal and external education and training (including grass-
roots staff communication and promotion activities, corporate culture
promotion workshops, and staff integrity morality online courses).

Yes | No Summary Statement Principles for
TWSE/ TPEX -
Listed
Companies”
and reasons
1. Establishment of ethical corporate management None
policies and programs
(1) Does the company declare its ethical corporate Vv (1) The Company has established self-disciplinary regulations including Corporate
management policies and procedures in its Management Practice Principles, ECOVE Environment Corp. Ethical Corporate
guidelines and external documents, as well as the Management Best Practice Principles, ECOVE Environment Corp. Code of
commitment from its board to implement the Business Conduct and Ethics for the Board of Directors and Managers, ECOVE
policies? Environment Corp. Code of employees Ethics and Conduct, and ECOVE
Environment Corp. Accusation Management Regulations etc. The “Business
Conduct and Ethics for the Board of Directors and Managers” established clear
ethical standards and conduct regulations for the Company's directors and
managers in the performance of their duties. The “Employees’ Code of Ethical
Conduct” established clear ethical standards and conduct regulations for
employees in the performance of their duties.
(2) Does the company establish policies to prevent Vv (2) The Company has established plans for the prevention of unethical conduct
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(3)Does the company establish appropriate Vv (3)The Company has established effective accounting systems and internal
precautions against high-potential unethical control systems for business activities with higher risk of involvement in
conducts or listed activities stated in Article 2, unethical conducts and conducts regular reviews to ensure that the design
Paragraph 7 of the Ethical Corporate Management and enforcement of the systems remain effective. The Company's internal
Best-Practice Principles for TWSE/TPEX Listed audit personnel shall periodically review the status of the Company's
Companies? compliance with the foregoing provisions and prepare audit reports for
submission to the board of directors. If unethical corporate management
incidents are discovered, they may be reported. The Company shall keep the
identity of the informants and the content strictly confidential.
2. Fulfill operations integrity policy None
(1) Does the company evaluate business partners’ Vv (1)The Company carefully evaluates the past records regarding the ethics of
ethical records and include ethics-related clauses transaction counterparties and it also requests suppliers (or contractors) to
in business contracts? sign a statement that includes the ethical requirements such as "abide by
domestic regulations and regulations of related countries involved the
transaction” and "no bribery and illegal donations™ when signing a contract.
(2) Does the company establish an exclusively (or Vv (2) The Management Division of the Company (not affiliated to the Board of

concurrently) dedicated unit supervised by the
Board to be in charge of corporate integrity?

Directors) is responsible for formulating and promoting the corporate
integrity management plan and subsequent implementation. The general
manager of the highest decision-making of the Management Division
determines and supervises the implementation of the integrity management
plan. And it reports to the Board of Directors once every year on the status of
the "implementation of ethical corporate management".

The main implementation matters of the Company's "Promoting Corporate
Integrity Management Policy in 2018" are as follows:
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(3) Does the company establish policies to prevent
conflicts of interest and provide appropriate
communication channels, and implement it?

(4) Has the company established effective systems
for both accounting and internal control to
facilitate ethical corporate management, and are
they audited by either internal auditors or CPAs

(@) Unblock the reporting pipeline and improve the determination (For
example, continue to set up "third party reporting platform™ and
"employee opinion platform™)

(b) Implementing propaganda and deepening employee integrity beliefs (For
example, Continued publicity through the organization of grassroots
employee communication seminars and corporate culture series)

(c) Strengthening integrity management behavior with manufacturers (For
example, Refer to the international spirit of human rights, labor standards,
the environment and anti-corruption, and formulate the "Supplier Code
of Conduct”, when the manufacturers join the supply chain)

The above content was reported to the 11t meeting of the 7™ term board of

directors on December 10, 2018. In 2019, the company will continue to

promote the integrity of the previous year.

(3)The company has established policies to prevent conflict of interests, provide

appropriate channels for filing related complaints and implement the policies
accordingly. Related regulations are provided in the Company's "Enforcement
Rules of Ethical Conduct” (published in the annual report) under "5.2
Prevention of Conflicts of Interest”, "5.5 Procedures for Determining
Unethical Conduct”, and "5.6 Report and Punishment Measures for Violation
of the Enforcement Rules".

(4)The Company has established effective accounting policies and internal

control systems and employs information processing to manage anomalies.
The Company also established a dedicated independent audit unit to carry
out various auditing operations in the annual audit plan and to deliver
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on a regular basis? auditing reports and follow-up reports to independent directors. If they have
opinions on the review, they communicate through face-to-face consultation,
telephone, or email and attend the meetings of the audit committee and
board of directors to make reports. They also supervise related units to take
appropriate improvement measures for the defects in the internal control
system and anomalies discovered in audits and follow-up on the
improvement measures until they have been improved.
(5) Does the company regularly hold internal and Vv (5)The Company educates new employees on the ideals of "ethical governance™
external educational trainings on operational and organizes legal courses from time to time to enhance the promotion of
integrity? ethical corporate management.
3. Operation of the integrity channel None
(1) Does the company establish both a Vv (1)The Company has established "Report Management Regulations” to be
reward/punishment system and an integrity implemented along with the "Employee Reward and Punishment
hotline? Can the accused be reached by an Regulations™. The "Report Management Regulations™ have established clear
appropriate person for follow-up? reporting channels and assigned dedicated personnel to investigate the
reported misconducts. There are two types of prosecution channels that can
be reported to the company. One is the “Third Party Reporting Platform” and
the other is the “Employee Opinion Platform” built on the company’s website.
(2) Does the company establish standard operating | V (2)The Company has established investigation procedures for reported cases

procedures for confidential reporting on
investigating accusation cases?

and related confidentiality mechanisms in the "Report Management
Regulations™ (published in the annual report). E.g. the provision of a third-
party report platform to provide employees and external parties a channel to
report unethical conduct under their names or anonymously.
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(3) Does the company provide proper whistleblower | V (3)The Company requires "all related personnel who have knowledge of the
protection? reported case shall be obligated to maintain the confidentiality of the
reporter."”
4. Strengthening information disclosure None
(1) Does the company disclose its ethical corporate | V (1)The Company has disclosed information related to "ethical corporate
management policies and the results of its management policies” in the annual report, the company website and MOPS.
implementation on the Company’s website and
MOPS?

5. If the company has established its own ethical corporate principles based on “Ethical Corporate Management Best Practice Principles for TWSE/TPEx-Listed
Companies”, please describe the difference between operation practice and the ethical corporate principles:

According to the “Ethical Corporate Management Best Practice Principles for TWSE/ TPEx--Listed Companies”, the Company has obtained the approval of
the “Ethical Corporate Management Best Practice Principles” (the “Principle”) in the 6th meeting of the 6th term Board of Directors in December 16th, 2014.
The all employees, officers and board members should comply with the Principle.

6. Other important information to facilitate understanding of the company’s good faith management implementation.(e.g. To announce the company’s
determination to implement good faith management to business vendors, to invite vendors to participate in related education, and to review and revise the
company’s ethical corporate management best practice principles):

The Company strictly observed “Company Act”)” Securities and Exchange Act”, related rules for TWSE/ TPEx -Listed Companies and other commerce
ordinances to implement the good faith management. Review and revise the Company’s internal management principles including “Corporate Governance
Principles”, “Ethical Corporate Management Best Practice Principles®, “Code of Ethics for Directors and Managers”, “Employee Code of Ethics and Conduct”,
and based on the development of ethical corporate management principles.

3.4.7 Corporate Governance Guidelines and Regulations
Please refer to the MOPS website at http://mops.twse.com.tw or ECOVE’s website at www.ecove.com.

63




3.4.8 Other Important Information Regarding Corporate Governance

(1)

Training program for directors

Title Name Study period Sponsoring Organization Course TL?)'ELZQ
Taiwan Institute for The fourteenth CEO lecture and special
2018/10/25 | 2018/10/25 Sustainable Energy(TAISE) speech 20
i ' I M&A Professional Traini ;
2018/10/20 | 2018710720 | 1AWan M&A and Private &A Professional Training Course 6.0
Equity Association Corporate Leaders - Master Class 4
Taiwan Coroorate Talking about the enterprise's anti-
Chairman J.J. Liao 2018/08/03 | 2018/08/03 P o corruption and security propaganda from 3.0
Governance Association . .
the evolution of bitcoin
Taiwan Institute for The thirteenth CEO lecture and special
2018/07/26 | 2018/07/26 Sustainable Energy(TAISE) speech 2.0
Taiwan Institute for Corporate advice on international circular
2018/04/26 | 2018/04/26 Sustainable Energy(TAISE) economy and information security 20
2018/11/16 | 2018/11/16 Taiwan Corporate o Directors gnd supervisors must not know 3.0
Director/ Governance Association the brand intellectual property strategy
President Y. P. Shih Taiwan Corporate Talking about the enterprise's anti-
2018/08/03 | 2018/08/03 P - corruption and security propaganda from 3.0
Governance Association : .
the evolution of bitcoin
Taiwan Corporate Talking about the enterprise's anti-
ind dent 2018/08/03 | 2018/08/03 Governanccg Association corruption and security propaganda from 3.0
ndependen Shuh Woei Yu the evolution of bitcoin
Director Taiwan Institute for Sustainable development and strategy of
2018/05/04 | 2018/05/04 . -aina 1op! 9 3.0
Sustainable Energy(TAISE) engineering service industry
Foundation Insurance Insurance Industry Sustainable Business
2018/12/03 | 2018/12/03 | Business Development Strategy - Impact of IFRS 17 on Insurance 3.0
Center Business Strategy
Independent James Tsali Taiwan Corporate How do directors and supervisors perform
Director 2018/11/05 | 2018/11/05 porate v eoc P P 3.0
Governance Association their duties
2018/11/05 | 2018/11/05 Taiwan Corporate o Busmes_s _secret protection and non- 3.0
Governance Association competition
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Taiwan Corporate

Talking about the enterprise's anti-

2018/08/03 | 2018/08/03 - corruption and security propaganda from 3.0
Governance Association : .
the evolution of bitcoin
2018/05/04 | 2018/05/04 Talqu Institute for Sus‘Falnaple deve_lop_ment and strategy of 3.0
Sustainable Energy(TAISE) engineering service industry
Republic of China
2018/03/20 | 2018/03/20 | Federation of Industry and | Tax Reform and Corporate Governance 3.0
Commerce
Taiwan Corporate Talking about the enterprise's anti-
2018/08/03 | 2018/08/03 P - corruption and security propaganda from 3.0
. . . Governance Association ) o
Director Minyang Liu the evolution of bitcoin
2018/05/04 | 2018/05/04 Talqu Institute for Sus‘Falnaple deve_lop_ment and strategy of 3.0
Sustainable Energy(TAISE) engineering service industry
' i I M&A Professional Training C :
pirector | WeNWhe 1 o018/06/24 | 2018/06724 | T3WAN M&A and Private &A Professional Training Course 6.0
Pan Equity Association Corporate Leaders - Master Class
2018/09/05 | 2018/09/05 Secgrltles & Futures Discussion on the Strategy qf Rewarding 3.0
Kuan Shen Institute Employees and the Application of Tools
Director Wan Securities & Futures Strengthening corporate governance with
J 2018/09/05 | 2018/09/05 : the self-assessment system of the board of 3.0
Institute .
directors
Taiwan Corporate 2018 Taiwan Income Tax Law Amendment
2018/12/14 | 2018/12/14 P . and Mainland Revised Individual Income Tax 3.0
Governance Association Law
lncé;f;;gfnt ShgainuBu Directors and Supervisors (including
2018/11/08 | 2018/11/08 Secgrltles & Futures independent) Practice Advanced Seminar — 30
Institute The latest company law amendment focus
and practice
Taiwan Institute for The fourteenth CEO lecture and special
2018/10/25 | 2018/10/25 Sustainable Energy(TAISE) speech 20
Director Eugene Chien | 2018/10/24 | 2018/10/24 E?rl;\::atgrlsnstltute of Global rebalancing crisis and turnaround 3.0
2018/02/07 | 2018/02/07 Taiwan Institute for Enterprise sustainability and business 10

Sustainable Energy(TAISE)

evergreen
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(2)

Taiwan Institute for 2018 International economic trends and 20
Sustainable Energy(TAISE) financial systems '

2018/01/25 | 2018/01/25

Internal Material Information Disclosure Procedure
According to the letter of Financial Supervisory Commission dated March 16th, 2009 and consulting with “Internal Material Information Disclosure Procedure”
which is announced by Taiwan Stock Exchange Corporation (TWSE), the Company has formulated the “Regulations Governing Prevention of Insider Trading”
(the “Regulation”). The Regulation is the code of conduct for Directors, Supervisors, Managerial personnel, and the persons regulated under the Regulation
and it includes the scope of Internal Material Information, and the laws, regulations, orders that people forenamed should comply with. The Company has
provided the Regulation to all Directors and Supervisors, and also disseminates all employees.
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(3) Code of Corporate Social Responsibility Best Practice Principles

Article 1

Article 2

Article 3

Article 4

Article 5

Article 6

Article 7

ECOVE Environment Corporation
Corporate Social Responsibility Best Practice Principles

Amended on Dec. 16, 2014

To fulfill corporate social responsibility (“CSR”) initiatives and to promote economic,
social and environmental balance and sustainable development, ECOVE Environment
Corp. (“The Company”) draws up “Corporate Social Responsibility Best Practice
Principles” in accordance with “Corporate Social Responsibility Best Practice Principles
for TWSE/GTSM-Listed Companies” by Gre Tai Securities Market based on the business
scope and the entire operations of the Company.

Fulfilling CSR has been a vital scheme of the Company; with continuous concern of
relevant issues, the Company monitors at all times the development of domestic and
international CSR framework and the change of business environment so as to examine
and improve its established CSR framework and to obtain better results from the
implementation of the CSR policy. In fulfilling CSR initiatives, the Company gives due
consideration to the social mores and the rights and interests of the interested parties
and, while pursuing sustainable operations and profits, also gives due consideration to
the environment, society and corporate governance for its materializations in
operation strategies and daily activities.

To implement CSR initiatives, the Company follows the principles below:
1. Exercise corporate governance.
2. Foster a sustainable environment.
3. Preserve public welfare.
4. Enhance disclosure of CSR information.

The board of directors of the Company exercises the due care of good administrators
to urge the company to perform its CSR initiatives, examine the results of the
implementation thereof from time to time and continually make adjustments so as to
ensure the thorough implementation of its CSR policies and the disclosure of relevant
information.

For the purpose of managing CSR initiatives, the Company establishes a CSR
Committee to be in charge of proposing and enforcing the CSR policies or systems of
the company and to report the same to the board of directors on a periodic basis.

The Company respects the rights and interests of the interested parties, identifies and
understands the reasonable expectations and demands of such parties through proper
communication and allowing their participation, and adequately responds to the
Important CSR issues which such parties are concerned about.

The Company establishes effective corporate governance framework and relevant
ethical standards so as to enhance corporate governance.
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Article 8

Article 9

Article 10

Article 11

Article 12

Article 13

Article 14

Article 15

Article 16

The Company follows relevant environmental laws and regulations and international
standards to properly protect the environment and endeavors to promote a
sustainable environment when engaging in business activities.

To utilize water resources more efficiently, the Company properly and sustainably
utilizes water resource, and adopts relevant management measures.

The Company complies with relevant labor laws and regulations, protects the legal
rights and interests of employees, respects internationally recognized principles of the
labor force's human rights. The human resources policies of the Company are founded
on the principles of the labor force's human rights and contain appropriate
management methods and procedures.

The Company ensures that its employment policies do not contain differential
treatments based on gender, race, age, marital and family status, and achieves equality
in terms of compensation, employment conditions, and training and promotion
opportunities.

The Company provides information for its employees so that the employees have
knowledge of their rights under the labor laws of the countries where the company
has business operations.

The Company provides safe and healthful work environments for its employees,
including necessary health and first-aid facilities and endeavors to curb dangers to
employees for safety and health and to prevent occupational accidents. Also, the
Company organizes training on safety and health for its employees on a regular basis.

The Company creates an environment conducive to the development of its employees'
careers and establishes effective training programs to foster career skills.

The Company establishes a platform to facilitate regular two-way communication
between the management and the employees for the employees to obtain relevant
information and express their opinions on the Company's operations, management
and decisions. The Company respects the employee representatives' rights to bargain
for the working conditions, and provides the employees with necessary information
and hardware equipment, in order to improve the negotiation and cooperation among
employers, employees and employee representatives.

The Company, by reasonable means, informs employees of operation changes that
might have material impacts.

The Company provides a clear and effective procedure for accepting client complaints
and handles the complaints fairly and timely, complies with relevant laws and
regulations for protecting information provided by clients.

The Company assesses the impact its suppliers have on society as well as the

environment in terms of production and manufacturing process, and, if necessary,
cooperates with its suppliers to jointly foster a stronger sense of CSR.
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Article 17

Article 18

Article 19

The Company discloses information according to relevant laws and regulations and the
Corporate Governance Best Practice Principles for TWSE/GTSM listed Companies and
fully disclose relevant and reliable information relating to its CSR initiatives to improve
information transparency.

Relevant information relating to CSR which it discloses includes:

1. The management scheme, strategy, policy and management guidelines for CSR
Initiatives resolved by the board of directors.

2. The risks and the impact on the corporate operations and financial condition arising
from exercising corporate governance, fostering a sustainable environment and
preserving social public welfare.

3. Goals and measures for realizing the CSR initiatives established by the Company.

4. Result of implementing CSR initiatives.

5. Other information relating to CSR initiatives.

The Company produces CSR reports disclosing the status of its implementation of the
CSR policy. The reports include:
1. The framework, policy and proposal of implementing CSR initiatives.
2. Major interested parties and their concerns.
3. Results and a review of the exercising of corporate governance, fostering of a
sustainable environment and preservation of public welfare.
4. Future improvements and goals.

The Company monitors at all times the development of domestic and international CSR
framework and the change of business environment so as to examine and improve its
established CSR framework and to obtain better results from the implementation of
the CSR policy.

Article 20 The Principles shall be implemented after the board of directors grants the approval.

The same procedure shall be followed when the Principles have been amended.
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(4)

1.0

2.0

3.0

4.0

5.0

Code of Ethics and Conduct

ECOVE Environment Corporation
Code of Ethics and Conduct

Purpose

Guidelines for ethical conduct (“the Guidelines”) are adopted to assist ECOVE Environment
Corp. to foster a corporate culture of ethical management, preventing employees taking
advantage of their positions in exchange for improper benefits.

Scope

These Guidelines are applicable to ECOVE Environment Corp. employees, subsidiaries, and
other institutions or juridical persons which are substantially controlled by ECOVE
Environment Corp. ("business group").

Definition

3.1 Vendor: Including suppliers, third parties and subcontractors.

3.2 Family: Employee and their spouse and relatives within three degrees of consanguinity.

3.3 Confidential information: Including all ECOVE Environment Corp. methods, techniques,
processes, programs, or other information that can be used for production, sale or
business operation.

3.4 Intellectual property: Including all ECOVE Environment Corp. patents, trademarks,
copyrights and trade secrets.

Responsibility
4.1 Human Resource Department: Establish guidelines of ethical conduct and accept
accusations.

Operation Procedure
5.1 Prohibition of bribes offering and acceptance, and blackmailing
5.1.1 ECOVE employees shall not take advantage of their positions or influence in the
companies to directly or indirectly request, obtain or accept any gifts, fees,
rewards or other improper benefits for themselves, their families or colleagues.
5.1.2 The term “indirectly” stated in 5.1.1 refers to improper activities conducted
through a third party.
5.2 Preventing conflicts of interest
ECOVE employees are allowed to conduct personal investments and other business
activities under the limitation of following requirements, in order to avoid conflicts of
interest between employee and ECOVE, which may further affects the loyalty of such
employee :
5.2.1 Avoid personal gain during business operations :
e ECOVE employees shall not participate in business operations if business
relationship appears between ECOVE and their family.
e ECOVE employees shall not directly or indirectly accept any improper benefits
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5.3

5.4

when conducting business operation.

5.2.2 Avoid part-time job and/or competing with ECOVE Environment Corp. :

ECOVE employees shall not accept other company’s employment during
tenure.

Direct or indirect relationship with competitors shall be avoid, including part-
time/full-time employment and contractor of companies in the same
business, ECOVE’s clients or vendors, ECOVE’s competitors and its supplier.
Effects on ECOVE clients and/or vendors lead to disadvantage of ECOVE
Environment Corp. shall not occur.

5.2.3 The measures of relatives’ employment of related industries :

To avoid disadvantaging ECOVE and conflicting with interests of ECOVE,
ECOVE employees shall not sharing confidential information with their
relatives who is employed by a company in the related industries, and their
companies as well.

ECOVE employees shall proactively submit to Human Resource Department
in written form if his/her relatives hold a business relationship with ECOVE.

5.2.4 ECOVE employees shall submit to Executive Management Office in advance if
he/she is a director of the board, supervisor or consultant of a company in the
related industries, excluding those of ECOVE affiliates.

Protection of business confidentiality and intellectual property rights

5.3.1 Alltypes of documents and information shall not be altered or modified by ECOVE
employees.

5.3.2 ECOVE employees shall not discuss their work with non- ECOVE employees and
leak confidential information which has not been revealed by ECOVE to others.
The article above is still valid after resigning or retiring.

5.3.3 Before ECOVE patent or confidential information is revealed, ECOVE employees
shall not disclose it in any ways, including disclosing it in ECOVE.

The disclosure in ECOVE should be authorized or assigned, and the disclosure out
of ECOVE should be done after subscribing the contract of confidentiality.

Fair trade with vendors

5.4.1 Vendor selection
e \endors shall be fairly selected based on the technical specification, quality,

duration and business requirements with the most competitive price. ECOVE
employees shall not choose vendors with preference and ignore ECOVE’s
interests.

Employees participating in vendor selection shall avoid doing any activity that
might be seen as the cause for vendor selection result.

Employees participating in vendor selection shall not provide any information
relating to the contract or proposal to irrelevant third parties.

ECOVE’s goals in procurement are “Best price, suitable quality, and prompt
delivery”. ECOVE employees should assist our vendors to accomplish the
quality and quantity of their products or services.

5.4.2 Dealing with vendors

ECOVE employees should treat all vendors in positivity, fairness, and
politeness.

ECOVE employees shall not disclose confidential information to vendors.
ECOVE employees should avoid contacting vendors due to non-business-
related affairs.
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5.5 Steps to determine the ethicalness of behavior
5.5.1 Ethical Decision Making
When ECOVE employees have concerns about their own acts, or find anyone has
suspected unethical behavior within ECOVE, employees should take the following
steps :

Assess that if there is any adverse effect to ECOVE, other people, and yourself,

due to the behaviors, according to the section 5.5.2 in Guideline.

Taking action after assessing the above statement ,and should be noted the

following principles :

» The action plan shall comply with laws and regulations.

» The action plan shall meet ECOVE’s policies.

» ECOVE’s employees may consult ethic-responsible department before
deciding to take the action.

5.5.2 Questions to consider)
When ECOVE employees are faced with a situation not stated in this Guideline,
the following questions may help them decide the right course of action:

Am | personally uncomfortable about the course of action?

Would | be unwilling or embarrassed to tell my family, friends, or coworkers?
Could someone’s life, health, safety, or reputation be endangered by my
action?

Would such action damage ECOVE'’s reputation if it appears on the news?
Would | be regret of such action?

5.6 Reporting and disciplinary procedures for violation
5.6.1 Disciplinary system

ECOVE employees shall acknowledge the rules and their obligations.
Employee violates the Codes of Ethical Conduct shall be reviewed by the
Rewards and Punishment Committee, and penalized according to “ECOVE
Employees Reward and Punishment Regulations”. Employees who are in
significant violation of this Conduct may be subject to disciplinary action up
to and including termination of the labor contract.

Apart from being penalized according to the ECOVE internal rewards and
punishment related policies, ECOVE may conduct civil or criminal lawsuit
based on the severity of violation.

5.6.2 Reporting system

ECOVE employees who discover any violation of this Conduct or other
unethical activities shall report under their real name or anonymously
according to “Accusation Management Regulations”.

Reporter shall provide specific descriptions and relevant evidences on the
concerned person, matter, time, place and object for further investigation.
Reporting channels including: Online reporting
(https://www.reportnow.com.tw/ctci) and email (ctci@reportnow.com.tw).
The reporting channel stated above is run by an independent third-party
service provider to ensure the unethical activities being reported is conveyed
truthfully. ECOVE promise to keep the confidentiality of reporters’ identity,
protecting reporters from inappropriate disciplinary actions due to their
whistle-blowing.

ECOVE may not conduct investigation or further action if reporters could not
provide descriptions and relevant evidences on the concerned person
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involved. Such reporters may be penalized for malicious complaints.

6.0 Reference Document
KCP-174 ECOVE Employees Reward and Punishment Regulations
KCP-173 Accusation Management Regulations
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()

1.0

2.0

3.0

Code of Accusation Management Regulations

ECOVE Environment Corporation
Accusation Management Regulations

Purpose

This regulation is specially formulated in order to effectively control the accusation case of
the company and establish smooth accusation channel and fair investigation procedure, so as
to prevent blackmail and correct possible undue behavior.

Scope

2.1 Accuser
Including official, contracted and dispatched in-service employee of the company,
however, if external personnel of the company finds any significant malpractice, such
personnel can be included as accuser.

2.2 Scope of accusation
Accusation may be proposed if the accused object violates laws and decrees, rules and
regulations of the company, or has other undue behaviors affecting the rights and
interests of the company.

Definition
3.1 Individual accusation
A employee proposes real-name accusation independently in his/her own name.
3.2 Joint accusation
Two (inclusive) or more employees propose real-name accusation jointly.
3.3 Blackmail
The accusation letter proposed anonymously.

4.0 Responsibility

5.0

4.1 Human Resources Unit
Responsible for accepting accusation case and proposing suggestion on preliminary
examination, sending the case for Management Division for hearing, and handing
subsequent matters thereof according to hearing result.

4.2 Investigation Group
The trans-department group formed by the members as approved by Management
Division, which will be responsible for investigating whether the accusation contents are
true and proposing investigation report.

4.3 Management Division
Responsible for hearing the accusation case preliminary examination proposal and
accusation case investigation report, and proposing suggestions on punishment.

4.4 Each Division
Relevant personnel of each division shall coordinate to assist investigation group to
execute relevant investigation works.

Operation context
5.1 Operation procedure
Subject to Attachment 1 - Flow Chart of this Regulation.
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5.2

5.3

5.4

9.5

5.6

Accusation

The accuser shall provide specific descriptions and relevant evidences on the concerned
person, matter, time, place and object etc., (the accusation matter must conform to the
scope as prescribed in Article 2.2 hereof), on accusation website
(https://www.reportnow.com.tw/ctci) or submit such information to the special
accusation e-mail box (ctci@reportnow.com.tw). When accepting joint accusation, it will
be handled as single case, and representative shall be elected upon accusation for the
convenience of contact.

When the accusation case comes from outside the company, the unit or employee that
receiving the accusation materials shall submit the complete accusation materials to
Human Resources at first time for subsequent handling, if the affiliated department of
accused object has any concealment or delay that causing impact on the handling time
and affecting the rights and interests of the company, it shall be punished according to
relevant regulations of the company.

Case acceptance

After Human Resources Unit has accepted the accusation case, if necessary, it may ask
the accuser to supplement relevant descriptions or evidences, conduct preliminary
examination according to relevant contents of accusation materials, propose suggestions
on whether or not to establish trans-department investigation group for investigation,
fill in "Accusation Preliminary Examination Proposal" (Attachment 2) and submit it to
Management Division together with other case materials for review and approve
whether or not to open a case for investigation. If it is not belong to the scope of
accusation or the evidences proposed by accuser are not detailed and true, Human
Resources Department shall ask the accuser for supplement. If the accusation case is
blackmail, Human Resources Department may not handle it.

Investigation

If the Management Division decides to open a case for investigation, it shall designate
relevant unit representatives to form investigation group and assign group convener to
start investigation according to the situation of accusation case. In the course of
investigation, Human Resources Unit shall inform relevant units that shall cooperate to
assist in investigation according to the investigation plan of the investigation group.
When necessary, investigation group may interview relevant personnel or ask relevant
personnel to provide relevant materials to assist in investigation. After the completion of
investigation, investigation group shall submit investigation report to Human Resources
Unit.

Punishment

After Human Resources Unit has received the investigation report, it shall convene the
meeting pursuant to "ECOVE Employees Reward and Punishment Regulations" to hear
the accusation case, and propose punishment suggestions according to the preceding
Regulation. Then Human Resources Unit will submit the complete report contents to the
Chairman for review and decision.

Response
For any accusation case, Human Resources Unit shall respond to the accuser in writing
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on the handling result thereof. For false accusation or fling abuses, the responding
content shall include the reminder on relevant legal responsibility.

5.7 Confidentiality obligation
Responsible employee of Human Resources Unit and all members of Management
Division and investigation group shall bear confidentiality obligation for the materials of
accuser.

6.0 Reference document
KCP-174 Employees Reward and Punishment Regulations

7.0 Attachment

Attachment 1 Work Flow
Attachment 2 Accusation Preliminary Examination Proposal

76



3.4.9 Internal Control System
(1) Statement of Internal Control System

ECOVE Environment Corporation
Statement of Internal Control System

Date: March 8, 2019

ECOVE Environment Corporation (ECOVE) states the following with regard to its
internal control system during fiscal year 2018, based on the findings of a
self-assessment:

L

ECOVE is fully aware that establishing, operating, and maintaining an internal

control system are the responsibility of its Board of Directors and management,

ECOVE has established such a system aimed at providing reasonable assurance of

the achisvement of the following objectives *

{1) Effectiveness and efficiency of operations {including profits, performance, and
safeguard of asset security).

{2) Reliability, timeliness, transparency, and regulatary compliance of reparting.

{3) Compliance with applicable laws, regulations, and bylaws.

An internal cantrol system has inherent limitations. No matter how perfectly
designed, an effective internal control system can provide only reatonahle
assurance of accomplishing the three goals mentioned abowve. Furthermaore, the
effectiveness of an imternal control system may be subject to changes in
environment or circumstances, The internal control system of ECOVE contains
self-monitoring mechanisms, however, and ECOVE takes immediate remedial
actions in response to any identified deficiencies.

ECOVE Judges the design and cperating effectiveness of its internal control system
based on the criteria provided in the Regulations Governing the Establishment of
Internal Control Systems by Public Companies (herein below, the *Regulations™).
The criteria adopted by the Regulations divide internal control into five elements
based on the process of management control: (1) control environment, {2} risk
assesement, (3) control activities, (4) information and communications, and (5)
monitoring activities. Each element further contains several items. Please refer to
the Regulations for details.

ECOVE has evaluated the design and operating effectiveness of its internal control
system aceording to the aforesaid criteria.

Based on the findings of the evaluation mentioned in the preceding paragraph,
ECOVE believes that, as of December 31, 2018, its internal control system
(Including Its supervision and management of subsidiaries), encompassing internal
controls for (1) knowing about the achievement degree of operational
effectiveness and efficiency, (2) reliability timeliness, transparency, and regulatory
compliance of reporting, and (3] compliance with applicable laws, regulations, and
bylaws, is effectively designed and operating, and reasonably assures the
achievement of the above-stated objectives.

This Statement will be a major part of ECOVE's Annual Report and Prospectus, and
will be made public. Any falsehood, concealment, or other illegality in the content
made public will entail legal lability under Articles 20, 32, 171, and 174 of the
Securities and Exchange Act.

This Statement has been passed by the Board of Directors Meeting of ECOVE held
on March 8, 2019, the nine attending directors all affirmed the content of this
statement.

ECOVE Environment Corporation

Chairman (1Liao) * ~Frao Jiam Ter {signature)

President (Y. P. Shih) : LA‘ .__EL‘ {signature)
YRyl
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(2) Where a CPA has been hired to carry out a special audit of the internal control system, furnish the
CPA audit report: None

3.4.10 In Recent Years until the Annual Report being Published, Violation of Internal Control Policies by
Employees : None

3.4.11 Major Resolutions of Shareholders’ Meeting and Board Meetings

1. Major resolutions of Shareholders’ Meeting of Year 2018

(1) Adoption of the Company’s 2017 Business Report, Financial Statements and Consolidated
Financial Statements.
Action Arisen : The resolution has been made and implemented.

(2) Adoption of the Company’s distribution plan of 2017 earnings
Action Arisen : The ex-dividend date was on August 1rd, 2018, and cash dividend was paid
on August 22, 2018. In accordance with the total amount of common shares outstanding,
the cash dividend per share had been adjusted to NT$9.64624522 actually.

2. Major resolutions of the Board Meeting in recent years until the annual report being published:

2018.03.08

2018.04.30

2018.05.31

2018.07.30

2018.09.17

Admit of the endorsement of external guarantees.

Approval of the distribution plan of the 2017 directors’ and employees’ remuneration.
Approval of the Fiscal 2017 business report, financial reports and consolidated
reports.

Approval of the distribution plan of Fiscal 2017 earnings.

Approval of “Statement of Internal Control System for the Year 2017”.

Approval of the convening of the 2018 Annual General Meeting.

Approval of the place and the period of time for shareholders to submit proposal of
the 2018 Annual General Meeting.

Approval of the update of the Company’s paid-in capital registration.

Approval of equity participation on capital injection of the ECOVE Solar Energy Corp.

Report on Consolidated financial reports as of March 31, 2018.

Admit of the endorsement of external guarantees.

Approval of equity participation on capital injection of the ECOVE Solvent Recycling
Corp.

Approval of the update of the Company’s paid-in capital registration.

Approval of the issuance of the 2018 Employee Stock Options.

Approval of the ex-dividend record date of 2018.

Approve to adjust the Company’s managerial officer.

Approve to remove the non-competition restrictions on a new managerial officer.
Approval of list of subscribers and the number of shares they are allowed to subscribe
for 2018 Employee Stock Options.

Report on Consolidated financial reports as of June 30, 2018

Admit of the endorsement of external guarantees.

Approve to invest in the EVER ECOVE Corp.

Approval of the update of the Company’s paid-in capital registration.

Approval to acquire the equity of ECOVE Solar Energy Corp.
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2018.11.02 Report on Consolidated financial reports as of September 30, 2018
Admit of the endorsement of external guarantees.
Approval of loan ECOVE Solar Energy Corp. for working capital requirement.
Approval of the amendment to the Company’s “Internal Control Systems” and
“Internal Audit Systems”.

2018.12.10 Approval of the budget of 20109.
Approval of the Audit Plan of 2019.
Approval of the average salary increase rate of 2019.
Approval of the remuneration of the management officers of the Company.

2019.03.08 Admit of the endorsement of external guarantees.
Approval of the distribution plan of the 2018 directors’ and employees’ remuneration.
Approval of the Fiscal 2018 business report, financial reports and consolidated
reports.
Approval of the distribution plan of Fiscal 2018 earnings.
Approval of “Statement of Internal Control System for the Year 2018”.
Approval of the amendment to the Company’s “Internal Control Systems”, “internal
rules” and “Internal Audit Systems”.
Approval of the convening of the 2019 Annual General Meeting.
Approval of the place and the period of time for shareholders to submit proposal of
the 2019 Annual General Meeting.
Approval of the Designation of Company Secretary.
Approved to purchase shares of ECOVE Wujih Energy Corp. held by ECOVE
Environment Services Corp.
Approved to purchase shares of Yuan Ding Resources Management Corp. held by
ECOVE Waste Management Corp.
Approval of the issuance of the 2019 employee stock options plan.
Approval of the “Procedure for Acquisition and Disposition of Assets”, “Procedure
for Loaning of Funds”, “Procedure for Marking of Endorsements or Guarantees”
of the ECOVE Waste Management Corp., ECOVE Environment Services Corp., and
Approval of the “Procedure for Acquisition and Disposition of Assets” of the ECOVE
Wouijih Energy Corp. and ECOVE Miaoli Energy Corp.

3.4.12 Major Issues of Record or Written Statements Made by Any Director or Supervisor Dissenting to
Important Resolutions Passed by the Board of Directors: None

3.4.13 Resignation or Dismissal of the Company’s Key Individuals, Including the Chairman, President, and
Heads of Accounting, Finance, Internal Audit and R&D: None

79



3.5 Professional fee of CPA
3.5.1 Information of CPA

Accounting Firm Name of CPA Audit Period Note
PriceWaterHouseCoopers Shyu-Rong Ueng Shu-Chiung Chang 2018.01.01-2018.12.31 PriceWaterHouseCoopers

3.5.2 Public Expenses of CPA
Unit: NT$ thousands

Amount (NTD) Item Audit Fee Non-audit Fee Total
1 Less than 2,000,000 1,220 821 2,041
2 2,000,000 ~ 4,000,000 (inclusive of 2,000,000)
3 4,000,000 ~ 6,000,000 (inclusive of 4,000,000)
4 6,000,000 ~ 8,000,000 (inclusive of 6,000,000)
) 8,000,000 ~ 10,000,000 (inclusive of 8,000,000)
6 More than 10,000,000 (inclusive of 10,000,000)

Unit: NT$ thousands
Non-audit Fee
Accounting Firm Name of CPA Audit Fee %y;;%nr: Registration RHeggTJ?Ee other Total Audit Period Note
Shyu-Rong Ueng
PriceWaterHouseCoopers Shu-Chiung Chang 1,220 0 87 0 734 821 2018.01.01-2018.12.31 |Notel

Notel: When non-audit fees paid to the certified public accountant, to the accounting firm of the certified public accountant, and/or to any affiliated enterprise of such
accounting firm are one quarter or more of the audit fees paid thereto, the amounts of both audit and non-audit fees as well as details of non-audit services shall
be disclosed : Translation fee of financial reports NT$560 thousand, employee stock option issuance report service fee NT$162 thousand, and the consultant fee
of Consolidated Financial Report Template NT$12 thousand.

Note2: In the event that the CPA firm is changed and the audit fees paid by the company in the concurrent year are lower than the preceding year: None

Note3: In the event that the audit fees paid by the company are reduced by 15% compared to the preceding year: None

3.6 Information on replacement of CPA: None

3.7 The Company's Chairman, President and Managers Responsible for Finance or Accounting who have Held a Post in the CPA Office or its Affiliated within
the Latest Year: None
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3.8 Changes in Shareholding of Directors, Managers and Major Shareholders

3.8.1
Unit: Share
2018 As of April 01, 2019
. Pledged . Pledged
Title Name Holding | 101 ing | HIdING 1 1yoing
Increase Increase
(Decrease) Increase (Decrease) Increase
(Decrease) (Decrease)
CTCI Corp.(Note 1) 0 0 0 0
Representative:
Director J. J. Liao(Chairman) 39,000 0 (37,500) 0
Representative:
Y P. Shih (5,000) 0 (16,000) 0
Parkwell Investment Corp. 0 0 0 0
Director Representative:
Kuan Shen Wang 0 0 0 0
Director Yangming Liu 0 0 0 0
Director Wen Whe Pan 0 0 0 0
Director Eugene Chien 0 0 0 0
Independent Director Shean Bii Chiu 0 0 0 0
Independent Director Shuh Woei Yu 0 0 0 0
Independent Director James Tsali 0 0 0 0
Special Assistant to the .
President B. J. Liang (Note 2) 0 0 0 0
Financial Officer Catherine Huang 0 0 0 0
Accounting Officer Tanching Yao 0 0 0 0

Note 1: Shareholders holding more than 10% of shares, only CTCI Corp.

Note 2: New appointment on June 1, 2018, resignation on October 10, 2018, only revealing changes in

shareholding during his tenure.

3.8.2 Shares Trading with Related Parties: None

3.8.3 Shares Pledge with Related Parties: None
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3.9 Information Disclosing the Relationship between any of the Company’s Top Ten Shareholders

Shareholding Spouse & |Shareholding The relationship between
Name - Remarks
Shares % Shares| % [Shares| % Name Relation
The same enterprise
group
CTCI Corp. 38457,105| 5731 | 0 | o | o | o | GRQInvestment lo . rentcompany| -
Corporation
of GRQ Investment
Corp.
Rep. : JohnT. Yu 0 0 0 0 0 0 GRQ Investment | Chairman of GRQ -
: Fubon Financial :
Fubon Life 4567507| 681 | 0 | 0| 0 | 0 | HoldingVenture |N€Sameenterprise)
Insurance Co., Ltd. . group
Capital Corp.
Rep. : M. H. Tsai 0 0 0 0 0 0 None None -
Parkwel 1,060,000 158 | 0 |0 | 0 | 0 None None :
Investment Corp.
Rep. : S.J. Chiu 4,038 0.006 0 0 0 0 None None -
Fubon Financial . :
Holding Venture | 469,856 | 070 | o | o | o | 0 Fubonlife [The same enterprise)
. Insurance Co., Ltd. group
Capital Corp.
Rep. : B.L. Ma 0 0 0 0 0 0 None None -
President
International 469000 | 070 | 0 | 0| o | o0 None None :
Development
Corp.
Rep. : Zhixian Luo 0 0 0 0 0 0 None None -
Taiwan Life 337774 | 050 | 0 | 0| 0 | O None None :
Insurance Co, Ltd.
Rep. : S. G. Huang 0 0 0 0 0 0 None None -
The same enterprise
GRQ Investment group
Corp. 243,918 0.36 0 0 0 0 CTCI Corp. Subsidiary of CTCI -
Corp.
Rep. : JohnT. Yu 0 0 0 0 0 0 CTCI Corp. Chairman of CTCI Corp. -
Nan Shan Life 221000 | 033 | 0 | 0| 0 | O None None :
Insurance Co., Ltd.
Rep. : Y.C. Du 0 0 0 0 0 0 None None -
Dun Yao Wen 220,746 0.33 0 0 0 0 None None -
Equity Portfolio of
DFA ~  Investment | 156000 | 032 | 0 | 0| 0 | 0 None None :
Dimensions  Group
Inc.
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3.10 Shareholdings of the Company Directors, Supervisors, Managements, and Direct and Indirect
Investments of the Company in Affiliated Companies

As of April 02, 2018

Directors,
Managements Direct
Investment of the and Indirect Total Investment
Company
Share % Share % Share %
ECOVE Environment Services 14065936 | 9315 1,000 | 001 | 14066936 | 93.16
Corporation
ECOVE Wujih Energy Corporation | 29,400,000 98.00 | 600,000 2.00 30,000,000 | 100.00
ECOVE Waste Management 2,000,000 | 10000| O 0.00 | 2,000,000 | 100.00
Corporation
ECOVE Miaoli Energy Corporation | 56,249,000 74.999( 1,000 0.001 | 56,250,000 | 75.00
ECOVE Solar Energy Corporation 63,245,452 100.00 0 0.00 | 63,245,452 | 100.00
Yuan Ding Resources Corporation | 2,700,000 60.00 | 1,800,000 | 40.00 | 4,500,000 100.00
ECOVE Solvent Recycling
Corporation 8,099,000 89.99| 1,000 0.01 8,000,000 90.00
Boretech Resource Recovery
(Engineer;ng Company Limited 13,333,333 20.00 | 6,666,667 | 10.00 | 20,000,000 30.00
Cayman)*

*Under equity method.
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IV. Capital Overview
4.1 Capital and Shares
4.1.1 Source of Capital

(1) Issued Shares

As of April 2", 2019

Authorized Capital Paid-in Capital Remark
Capital
Year VZ?L:e R R . f Incrsased
mount mount ources 0 y

/Month (NT$) Shares (NT$) Shares (NT$) Capital Assets Other

Other

than Cash
2014.03 10 80,000,000 800,000,000 63,959,468 639,594,680 CB & ESOP None Note 1
2014.05 10 80,000,000 800,000,000 64,068,968 640,689,680 ESOP None Note 2
2014.08 10 80,000,000 800,000,000 64,386,968 643,869,680 ESOP None Note 3
2014.11 10 80,000,000 800,000,000 64,825,000 648,250,000 CB & ESOP None Note 4
2015.03 10 80,000,000 800,000,000 64,986,449 649,864,490 CB & ESOP None Note 5
2015.06 10 80,000,000 800,000,000 65,397,149 653,971,490 CB & ESOP None Note 6
2015.08 10 80,000,000 800,000,000 65,522,567 655,225,670 CB & ESOP None Note 6
2015.11 10 80,000,000 800,000,000 65,779,115 657,791,150 CB & ESOP None Note 8
2016.04 10 80,000,000 800,000,000 65,862,648 658,626,480 ESOP None Note 9
2016.07 10 80,000,000 800,000,000 66,064,898 660,648,980 ESOP None |Note 10
2016.11 10 80,000,000 800,000,000 66,435,398 664,353,980 ESOP None |Note 11
2017.03 10 80,000,000 800,000,000 66,461,398 664,613,980 ESOP None |Note 12
2017.06 10 80,000,000 800,000,000 66,624,898 666,248,980 ESOP None |Note 13
2017.08 10 80,000,000 800,000,000 66,784,148 667,841,480 ESOP None |Note 14
2017.11 10 80,000,000 800,000,000 66,804,398 668,043,980 ESOP None |Note 15
2018.03 10 80,000,000 800,000,000 66,810,648 668,106,480 ESOP None |Note 16
2018.05 10 80,000,000 800,000,000 66,932,898 669,328,980 ESOP None |Note 17
2018.06 10 80,000,000 800,000,000 67,105,148 671,051,480 ESOP None |Note 18
Note 1: 2014.04.15 MOEA Ruling Ref. No. 10301064930
Note 2: 2014.06.04 MOEA Ruling Ref. No. 10301099890
Note 3: 2014.09.05 MOEA Ruling Ref. No. 10301181770
Note 4: 2014.11.28 MOEA Ruling Ref. No. 10301246650
Note 5: 2015.03.31 MOEA Ruling Ref. No. 10401055110
Note 6: 2015.06.01 MOEA Ruling Ref. No. 10401095880
Note 7: 2015.08.26 MOEA Ruling Ref. No. 10401178670
Note 8: 2015.11.26 MOEA Ruling Ref. No. 10401246910
Note 9: 2016.04.12 MOEA Ruling Ref. No. 10501064000
Note 10: 2016.07.14 MOEA Ruling Ref. No. 10501133770
Note 11: 2016.11.29 MOEA Ruling Ref. No. 10501271530
Note 12: 2017.03.31 MOEA Ruling Ref. No. 10601041590
Note 13: 2017.06.01 MOEA Ruling Ref. No. 106020180050
Note 14: 2017.08.28 MOEA Ruling Ref. No. 10601121260
Note 15: 2017.11.20 MOEA Ruling Ref. No. 10601158200
Note 16: 2018.03.29 MOEA Ruling Ref. No. 201801031800
Note 17: 2018.05.16 MOEA Ruling Ref. No. 201801053860
Note 18: 2018.08.16 MOEA Ruling Ref. No. 201801103650
Type of Stock

As of April 1%, 2019

Authorized Capital
Share Type Issued Shares Un-issued Shares Total Shares Remarks
Common Share 67,105,148 12,894,852 80,000,000 Listed TPEx stock
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4.1.2 Status of Shareholders

As of April 1%, 2019

Other Foreign
Government| Financial L Natural Institutions
ltem . o Juridical Total
Agencies | Institutions Persons & Natural
Person
Persons
Number of
Shareholders 0 12 61 7,011 60 7,144
Shareholding 0| 5288281 42,055477| 18,079,458 1,681,932 67,105,148
(shares)
Percentage (%) 0 7.88 62.67 26.94 251 100.00

4.1.3 Shareholding Distribution Status
(1) Common Shares (The par value for each share is NT$10)

As of April 1%, 2019

Clas?Uorl:iszl%rheatlggdmg Sl’l?lélljrrgl’? oelrdg];s Shareholding (Shares) | Percentage (%)
1~ 999 1,736 331,988 0.49
1,000 ~ 5,000 4,724 8,307,622 12.38
5,001 ~ 10,000 390 2,947,453 4.39
10,001 ~ 15,000 91 1,140,249 1.70
15,001 ~ 20,000 53 966,705 1.44
20,001 ~ 30,000 57 1,427,306 2.13
30,001 ~ 40,000 26 916,031 1.37
40,001 ~ 50,000 11 502,257 0.75
50,001 ~ 100,000 31 2,115,138 3.15
100,001 ~ 200,000 13 1,784,493 2.66
200,001 ~ 400,000 7 1,642,438 2.45
400,001 ~ 600,000 2 938,856 1.40
600,001 ~ 800,000 0 0 0
800,001 ~ 1,000,000 0 0 0
1,000,001 or over 3 44,084,612 65.69
Total 7,144 67,105,148 100.00

(2) Special Shares: None

4.1.4 List of Major Shareholders

As of April 1st, 2019

. Shareholding
Shareholder's Name Shares Percentage (%)
CTCI Corp. 38,457,105 57.31
Fubon Life Insurance Co., Ltd. 4,567,507 6.81
Parkwell Investment Limited 1,060,000 1.58
Fubon Financial Holding Venture Capital Corp. 469,856 0.70
President international Development Corp. 469,000 0.70
Taiwan Life Insurance Co, Ltd. 337,774 0.50
GRQ Investment Corp. 243,918 0.36
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Nan Shan Life Insurance Co., Ltd. 221,000 0.33
Dun Yao Wen 220,746 0.33
Emerging Markets Core Equity Portfolio of DFA Investment

Dimensions Group Inc. 215,000 0.32
4.1.5 Market Price, Net Worth, Earnings, and Dividends per Share

[ | o
Market Price per Share

Highest Market Price 183.00 183.00 189.00

Lowest Market Price 162.00 164.50 171.00

Average Market Price 172.53 173.10 180.50
Net Worth per Share

Before Distribution 70.10 72.70 75.87

After Distribution 60.41 61.88 N/A
Earnings per Share

Weighted Average Shares 66,739 72.70 75.87

Diluted Earnings Per Share 11.41 61.88 N/A
Dividends per Share

Cash Dividends 9.69 10.82 N/A

Stock Dividends

eDividends from Retained Earnings 0 0 0

eDividends from Capital Surplus 0 0 0

Accumulated Undistributed Dividends 0 0 0
Return on Investment

Price / Earnings Ratio 15.12 14.38 61.60

Price / Dividend Ratio 17.81 16.00 N/A

Cash Dividend Yield Rate 5.62 6.25 N/A

Note 1: The Board of Directors has approved the 2017 earnings distribution and has not been
resolved by the Shareholder’s Resolution in 2018.
Note 2: As of the date of publication, financial Report was unreviewed by CPA in March 31, 2019.

4.1.6 Dividend Policy and Implementation Status

(1) Dividend Policies under Articles of Incorporation
Article 29
When net profit occurs in the annual accounts, the Company may, after reserving a sufficient
amount of the income before tax to cover the accumulated losses, with the resolution of the board
of directors, distribute at least 0.01% of the income before tax to pay to the employees as
remuneration, and distribute no more than 2% of the income before tax to pay to the board of
directors as remuneration. The remuneration could be stock or cash, and the employee
remuneration could be distributed to the employees of subsidiaries of the Company under certain
conditions.
A report of the distribution of employee remuneration or the board of directors’ remuneration
shall be submitted to the shareholders’ meeting.
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(3)

4.1.7

Article 30

The Company shall, after all taxes and dues have been paid and its losses have been covered and
at the time of allocating surplus profits, first set aside ten percent of such profits as a legal reserve.
However, when the legal reserve amounts to the authorized capital, this shall not apply.
Furthermore, in accordance with the provisions of laws and regulations and the rules prescribed
by the central competent authority, a special reserve shall be set aside. If there is recovery of the
balance of special reserve, the recovered amount shall be included in the distribution of the profit
for the current year.

The allocable profit for the current year, which is the balance after the profit distribution and
covering losses aforementioned as the preceding Paragraph, together with the undistributed
retained earnings accrued from prior years shall be referred to as accumulated distributable
earnings, which shall be distributed as dividends to shareholders according to shareholders’
resolutions.

In order to meet the requirements in business expansion and industry growth, fulfilling future
operating needs and stabilizing financial structure is the priority of the Company's dividend policy.
Thus, the distribution of the accumulated distributable earnings accords to the shareholders’
resolutions. And, the amount of shareholders’ bonus shall not be less than 20% of accumulated
distributable earnings of the Company, and in particular cash dividend shall not be less than 5%.

Proposed Distribution of Dividend: Due to the board of directors resolution on 8 March 2019, the
Company has decided to distribute the cash dividends NT$726,078 thousand (NT$10.82 per share)
to common shareholders.

The Company adopts a dividend policy of high earnings appropriation rate, and stipulates that at
least 80% of total attributable earnings should be appropriated as dividends. In recent years, the
Company distributes all of its dividends in the form of cash. Historical information about dividends
distribution is available on the Company’s website.

Impact of Stock Dividend Distribution on Business Performance, EPS and Return on Investment:
Not Applicable

4.1.8 Employee and Directors' Remuneration

(1)

Dividend Policies under Articles of Incorporation

Article 29

When net profit occurs in the annual accounts, the Company may, after reserving a sufficient
amount of the income before tax to cover the accumulated losses, with the resolution of the board
of directors, distribute at least 0.01% of the income before tax to pay to the employees as
remuneration, and distribute no more than 2% of the income before tax to pay to the board of
directors as remuneration. The remuneration could be stock or cash, and the employee
remuneration could be distributed to the employees of subsidiaries of the Company under certain
conditions. A report of the distribution of employee remuneration or the board of directors’
remuneration shall be submitted to the shareholders’ meeting.

The estimation basis on remuneration to Employees and Directors, the calculating basis on the

number of shares for share bonus and accounting treatment for the differences between the

actual distributing amounts and estimations:

a. Employee and Directors’ Remuneration: Estimation of employee and Directors’
remuneration is based on prior experience and is recognized as current expenses.

b. Stock Compensation: None.

c. Ifthe amount remains variable at the date of Shareholders’ meeting in the following year, it

87



shall be recorded in the following year as change in accounting estimation.

(3) Profit Distribution of Year 2017 Approved in Board of Directors Meeting for Employee and

Directors’ Remuneration:

a. Theappropriation of 2018 earnings had been proposed by the Board of Directors during their
meeting on March 8, 2018. The Board of Directors approved NT$ 5,200 thousands for the
directors’ remuneration and NT$343 thousands for the employees’ remuneration
respectively, and this will be distributed by cash. Employees’ compensation and directors’
and supervisors’ remuneration of 2018 as resolved by the meeting of board of directors were
in agreement with those amounts recognized in the 2018 financial statements.

b. Ratio of Recommended Employee Stock Bonus to Capitalization of Earnings: None

c. Recounted EPS after Recommended Distribution of Employee and Directors’ and Supervisors’
Remuneration: NT$12.04 per share.

(4) Information of 2017 Earnings Set Aside to Employee Bonus and Directors’ and Supervisors’
Remuneration:

Unit: NT$ thousands

Actual Distribution _Recogmzed Variance
Estimated Amount
Remuneration for
Employees (Cash) 359 359 0
Remuneration for
Directors (Cash) 5,200 5,200 0

The actual distribution of employee Remuneration and Directors compensation in 2016
is based on Shareholders’ Resolution and corresponds to actual reserve.

(5) The Information of Top Ten Recipients of Employee Bonuses in 2017:

Name Title Amount(NT$)
J.J Liao Chairman of Business
Strategy Committee
President
B.J Liang Special Assistant
of President
Mike Chiu Manager 358,506
Chia-Lin Chan Audit Manager
Chung-Lei Huang Finance Manager
Tan-Ching Yao Accounting Manager
C.NJiang Stock Affair Specialist
C.T Lee Executive Specialist

Note 1: The total number of employees in the company that meet the
needs of the employees in the year of 2017 is 9, including
the number of managers, which reveals the distribution of
2016 employees' remuneration in 2018.

4.1.9 Issuance of Corporate Bonds: None

4.2 lIssuance of Corporate Bonds: None
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4.3 Preferred Shares: None

4.4 lIssuance of Depository Receipt: None

4.5 Employee Stock Options

4.5.1 Issuance of Employee Stock Options

As of March 31%t, 2019

Type of Stock Option 2018 ESOP
Effective Date by Regulatory 2018/06/27
Agency
Issue date 2018/07/09
Units issued 1,500 units
Option shares to be issued
as a percentage of 2.24

outstanding shares (%)

Duration

The duration for options is 6 years, during which employees may not
transfer, pledge, or gift their options except to heirs. Upon the
expiration of the grant period, unexercised options are deemed
forfeited and the subscribers may no longer claim right to exercise the
option and purchase those shares.

Conversion measures

issue new common share

Conditional conversion

Subscribers may exercise their options by the following schedule and
proportion:

The availability period  The ceiling of option exercisable
(accumulate)

periods and percentages Regular Reward
Less than 2 years 0% 0%
In 2 years after the grant  50% 25%
In 3 years after the grant  75% 50%
In 4 years after the grant  100% 100%
Converted shares 0 Shares
Exercised amount NT$0
Number of shares yet to be 1,500,000 Share
converted
Adjusted exercise price for
those who have yet to NT$163.9
exercise their rights
Unexercised shares as a
percentage of total issued 2.24

shares (%)

Impact on possible dilution
of shareholdings

Dilution to Shareholders’ Equity is limited.
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4.5.2 List of Executives Receiving Employee Stock Options and the Top 10 Employees

As of March 315t 2019

No. of Obtion Exercised Unexercised(Note 1)
Option Shafes asa| No. of Converted No. of Converted
Title Name Sﬁares Percentage Shares | Strike | Amount | Sharesasa | Shares | Strike | Amount | Sharesasa
(thousand| of Sharegs Converted| Price (NT$  |Percentage of| Converted| Price (NT$ Percentage
shares) | issued (%) (thousand| (NT$) |thousands) |Shares issued | (thousand | (NT$) |thousands)| of Shares
shares) (%) shares) issued (%)
Chairman J.J. Liao
President S. Y. Shih Zgéz 2018
. . ESOP
Managements| SPECIAI ASSISANTTO | 1o oe2) | gasas | 04202 | 100000 |NTe1228| 10339 0.1490 183,345 | ESOP 30,050 0.2732
the President NT$163.9
Accounting Officer | Tanching Yao NT$103 '
Financial Officer |Catherine Huang
Senior Manager | B.J. Liang™°t? 1o
1
Manager Mike Chiou ESOP 2018
Employees Audit Officer Charelene Chan | 54,864 0.0818 31,000 |NT$122.8 3,374 0.0462 23,864 ESOP 3,911 0.0356
Specialist C. N.Jiang ~ NT$163.9
NT$103
Specialist C.T. Lee s

Note 1: The issue date of the 2018 ESOP is July 07, 2018, and the subscribers may not request for exercising the stock option within 2 years after the date of issued.

Note 2: On June 1, 2018, he became the manager and then resigned on October 10, 2018. Since the employee stock option certificate is still in the lock-up period in 2018, the
distribution rights have been invalidated according to the issuance method.
Note 3: The company employees (including managers) 8.

4.6 Status of New Restricted Employee Shares: None

4.7 Status of New Shares Issuance in Connection with Mergers and Acquisitions: None

4.8 Financing Plans and Implementation: None
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V. Operations Overview

The Company is dedicated to professional investment and operation services in the resource recycling
industry and aims to develop circular economy such as renewable energy, renewable materials and
reclaimed water. The Company is an integration of related environmental resources companies which
form an investment holding company; the current four main invested companies include ECOVE
Environment Services Corporation Corp., ECOVE Wujih Energy Corporation, ECOVE Waste
Management Corporation, and ECOVE Miaoli Energy Corporation. The operations of ECOVE
Environment Corporation and its main investments are summarized below.

5.1 Business content

5.1.1 Business Scope:
(1) ECOVE Environment Corporation and Subsidiaries
a. Revenue distribution
Unit: NT$ thousands

Year 2017 2018

Iltem Amount % Amount %
\Waste Treatment 1,615,440 36.06 1,969,174 40.63
Electricity 1,101,068 24.58 1,105,578 2281
Concession Service 583,221 13.02 577,005 11.90
Waste Collection 144 543 3.23 78,749 1.62
Others 1,035,315 23.11 1,116,590 23.04
Total 4,479 587 100.00 4,847,096 100.00

(2) ECOVE Environment Corporation: General investment

(3) ECOVE Environment Services Corporation
a. Main Businesses
Operations, maintenance, commissioning, annual inspections, upgrades and improvements,
operational supervision and other technical services for the following items:
I. Waste EfW plants, integrated waste processing centers, sewage and reclaimed water
treatment plants.
. Cogeneration power plants and public facilities.
iii. Transportation tracks and stations.

b. Revenue distribution
Unit: NT$ thousands

Year 2017 2018
[tem Amount % Amount %
EfW plant related income 2,045,243 69.81 2,292,335 67.32
Others 884,504 30.19 1,112,805 32.68
Total 2,929,747 100.00 3,405,140 100.00

c. The Company's Current Products and Services

I. Repairs, maintenance and technical consulting services for facilities such as water, electricity
and environmental control for transportation tracks, fire-fighting, signs and automatic
payment systems.

. Repairs, maintenance and power conservation planning for water and electricity supply for
public facilities (e.g. hospitals and airports), fire-fighting equipment, air-conditioning and
mechanical and electric equipment.

iii. Operations, management, supervision, annual overhauls and maintenance for environmental
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and pollution prevention processing plants and power plants.
iv. Updates and upgrades for hardware and software and automation control systems in
mechanical and electrical equipment systems.

d. New Products and Services Under Development
I. Intelligent management technologies (such as electronic inspection systems and operation
performance systems etc.) and thermal sludge drying technologies for EfW plants.
il. Energy-saving waste solvent assisted combustion technologies for hazardous and medical
waste in EfW furnaces and the use of high performance sodium bicarbonate dry spray exhaust
treatment system technologies.

(4) ECOVE Wujih Energy Corporation
a. Main Businesses
I. Cogeneration power plant.
il. Waste disposal.
b. Revenue distribution
Unit: NT$ thousands

Year 2017 2018
Item Amount % Amount %
Electricity 82,179 11.29 85,179 12.08
Waste Treatment 406,621 55.89 390,668 55.41
Concession Service 238,776 32.82 229,220 32.51
Total 727,576 100.00 705,067 100.00

c. The Company's Current Products and Services
I. General waste disposal.
. Industrial waste disposal.

iii. Cogeneration power sales.

d. New Products and Services Under Development
Not applicable.

(5) ECOVE Waste Management Corporation
a. Main Businesses
I. Waste disposal and processing.
. Waste resource recycling and reuse.

b. Revenue distribution
Unit: NT$ thousands

Year 2017 2018
Item Amount % Amount %
Waste Treatment 984,123 85.02 1,099,741 91.35
Waste Collection 171,951 14.85 104,200 8.65
Comprehensive planning 1.499 0.13 0 0.00
to clean up revenue
Total 1,157,573 100.00 1,203,941 100.00

c. The Company's Current Products and Services
I. Waste acceptance and management: Management services consist mainly of the acceptance,
reporting, coordination and commissioned processing of general waste and general industrial
waste.
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il. General waste disposal: Includes the disposal and transshipment of waste and ashes from
various municipalities, EfW plants, science and industrial parks, various institutions and
schools.

d. New Products and Services Under Development
Resource recycling and reuse

(6) ECOVE Miaoli Energy Corporation
a. Main Businesses
I. Cogeneration power plant.
. Waste disposal.

b. Revenue distribution
Unit: NT$ thousands

Year 2017 2018
Item Amount % Amount %
Concession Service 348,186 100.00 347,786 100.00
Total 348,186 100.00 347,786 100.00

c. The Company's Current Products and Services
I. General waste disposal.
. Industrial waste disposal.

iii. Cogeneration power sales.

d. New Products and Services Under Development
Not applicable.
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5.1.2

Industry Overview

The Company is the first investment holding company in Taiwan to specialize in resource recycling
as the main business scope. We hope the investment holding business organization can provide
more effective management of environmental services and make the most effective use of funding
for maximum investment value.

(1) Current State and Development of the Industry

The 24 EfW plants in Taiwan processed a total of 6,464,184 metric tons of waste in 2018. The
waste accepted by EfW plants operated by ECOVE Environment Services Corporation amounted
to 1,920,321 metric tons and the total processed waste amounted to 1,920,530 metric tons.
General waste constituted 1,548,830 metric tons of processed waste and general industrial waste
amounted to 371,491 metric tons. ECOVE Environment Services Corporation processed the
equivalent of waste produced by 7.9 million people in a year. ECOVE Waste Management
Corporation accepted a total of 315,789 metric tons of waste, which constituted around 29.44%.
At the same time, we also own the only two BOT EfW plants in Taiwan and we hold a unique
position in the domestic waste disposal market.

(2) Correlation with Upstream, Midstream, and Downstream Sections of the Industry

Downstream
el s
Upstream (ECOVE Waste p.,

Waujih Energy Corp.,

Management Corp.) ECOVE Miaoli Energy

Corp.)
Standalone residences Large-scale urban
and apartment buildings Cleaning Teams of waste recycling (EfW)
Factories, department Township Offices, plants, waste
stores, hypermarkets -> Waste disposal -> processing agencies,
company, commercial agencies recycling agencies,
offices, restaurants, offshore disposal
eateries etc. agencies

(3) Business Development Trends:
a. O&M of EfW plants

The accepted processing volume of domestic general waste has stabilized after years of
government implementation of charging by the bag and resource recycling regulations.

The government's current environmental policy is to suspend the construction of domestic
large-scale urban EfW plants. Regional cooperation is planned to deal with waste in
municipalities that have no waste recycling (EfW plant) facilities.

According to the regulations that are clearly established in the policies of the Environmental
Protection Administration of the Executive Yuan, daily waste can no longer be buried in sanitary
landfills starting in 2007. Therefore the waste that would have been delivered to local landfills
shall be delivered to EfW plants in accordance with EfW procedures before they can be
delivered to landfills to be buried.

In foreign regions such as Mainland China and Southeast Asia, the processing of general waste
has gradually shifted from landfills to EfW plant. Development in urban EfW facilities have
expanded rapidly in recent years and demand for related expertise in O&M will grow with the
development.

b. Acceptance and management of general industrial waste

The following factors have caused the oversupply of general industrial waste:
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I. The government has ordered that starting on January 1, 2007, combustible waste shall not be
accepted at all public landfills and the policy caused large quantities of combustible waste to
be transferred to EfW plants.

il. Large-scale waste disposal projects (e.qg. landfill reclamation) have led to an increase in waste.

iii. The gradual completion of the Waste Disposal Act and strict investigations on illegal disposals
have caused an increase in the demand for waste processing as producers and disposal
operators seek normal channels for waste processing.

c. Waste Disposal
With the arrival of the circular economy and changes in waste disposal and processing, resource
processing and recycling have significantly replaced the simple mid-stream processing (e.g. EfW
plant). Therefore, in addition to working with major electronics manufacturers to process their
general industrial waste and hazardous industrial waste, the waste disposal business shall also
progress in the direction of working with recycling agencies in order to obtain more profitable
businesses and more diversified opportunities for disposing waste.

d. Resource Recycling and Reuse
Due to the shortage of resources, awareness for resource recycling and reuse has grown and the
circular economy has become a trend. In the future, the Company shall continue to make use of
business opportunities in the waste resource sector and conduct R&D on related subjects for
important business development in the future.

(4) Competition:

a. As we look ahead to the contracted O&M services for waste resource recycling plants in the
domestic market, the Company's subsidiary ECOVE Environment Services Corp. shall actively
participate in the market for contract renewal for O&M of EfW plants across Taiwan to expand
our market share in Taiwan and provide services to more people in Taiwan.

b. The Wulih Plant of ECOVE Wujih Energy Corp. and the Miaoli Plant of ECOVE Miaoli Energy
Corp. are both large-scale urban waste EfW plants that were built and operated in BOT
investment projects. We have a special twenty-year operation permit and there are no issues
of competition within the duration of the special permit.

c. ECOVE Waste Management Corp. controls the domestic mid-stream and downstream market
for resource waste disposal and is one of the very few operators in Taiwan that could provide
one-stop services for waste disposal. With regard to the general waste disposal market in
Taiwan, ECOVE Waste Management manages a substantial amount of the total domestic
industrial waste. Conditions are stable.

5.1.3 Overview of Technologies and R&D

(1) Integrate new external technologies and develop new technologies in related fields including EfW
plant, resource recycling, and solar power required by the Group in order to optimize the final
disposal of waste (such as integration of new EfW technologies, reuse technology of fly ash, etc.),
increase reuse rates of waste resources (such as recycled water, sorting and selection of waste,
purification of waste solvents, biomass and biogas fuel centers, etc.), increase the added value of
resources from waste (such as purification of waste motor oil to base stock), and increase energy
production efficiency (such as increasing the power generation efficiency of the EfW plants,
technology of boiler cleaning robot, cleaning technology for on-line boiler, increasing the
efficiency of solar panels and the survey and adoption of generators with optimal power
generation efficiency etc.).

(2) In response to the Industry 4.0 trends in global technology, we shall actively develop and
incorporate more advanced management tools, integrate big data from various plants, and
implement mobile network technologies so that the critical information of the O&M of each plant
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can be readily available through mobile devices. Any irregularity shall be promptly processed to
increase the performance of O&M. As of now, we have acquired a total of 28 domestic patents
and 11 patents in Mainland China.
a. Research and Development: ECOVE Environment Services Corporation Corp. as of now
the annual investment in research and development costs are as follows:

I. Research and Development Expenses in Past Two Years
Unit: NT$ thousands

Item/Year 2017 2018

Operating Revenue 2,929,747 | 3,405,140
R&D Expense 4,088 6,623
R&D Expense as percentage of Operating Revenue (%) 0.14 0.19

The above Research and Development expenses are related to the expenditure incurred by
the Research and Development Center for the development of new technologies and new
systems. The cost of the use of new technologies or new systems or the integration of other
project systems is absorbed by the relevant project.

il. Successfully developed technologies and products in recent years

Year Research and development achievements

a. Acquisition a new type of patent of the "Multi-Purpose Heat
Exchanger Ash-Cleaning Robot" in Taiwan

b. Acquisition a new type of patent of the "Clinker-Prevention Side

2018 Wall of Incinerator with Independent Heat Recovery System™ in
Taiwan

c. Acquisition a new type of patent of the "Self-Guided Multi-
Purpose Heat Exchanger Ash-Cleaning Robot" in Taiwan

a. Application and acquisition of the "Treatment of iodine fumes

by incineration and combustion” patent in Taiwan.

b. Acquisition a new type of patent of the "Treatment of iodine

purple fumes by incineration and combustion™ in Taiwan.

c. Acquired a new patent of "Advanced incinerator exhaust gas

denitrification system with energy-saving effect" in Taiwan.

d. Acquired a new patent of " Multi-purpose robot with self-

propelled and wall-cutter " in Taiwan.

a. Acquisition a new type of patent of the "Screening two-stage
exhaust gas deacidification system on slaked lime line" in
Taiwan.

b. Acquisition a new type of patent of the "Screening two-stage
exhaust gas deacidification system on slaked lime line™ in China.

c. Acquisition of the approval of the "automated bubbling
fluidized bed Energy-from-Waste" patent in China.

d. Acquisition of the "distributed air-flow fluidized air dispersion
design" patent in Taiwan.

e. Acquisition of the "Automatically controlled bubble fluidized
bed incinerator" patent in Taiwan.

f. Acquisition of the "Automatically controlled bubble fluidized
bed incinerator" patent in China.

g. Acquisition of the "High-performance unsymmetrical
distribution and combustion oxygen supply jet system™ patent
in Taiwan.

2017

2016
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iii. Significant achievements of self-imposed improvement for mechanical and electrical systems
in the plant

Project
Plant

Keelung | Added variable frequency controls on the primary air fan
Southern | Improvement of the circuit breaker control logic on the primary
Taoyuan | side of the main transformer (GCB101) to reduce low amounts of
electricity usage and lower electricity bills
Southern | Installation of a dry calcium hydroxide injection system in the
Taoyuan | waste gas processing system to increase the efficiency of waste gas
processing.
Southern | Reduced the minimum operating speed of the IDF by 300rpm to
Taoyuan | reduce the amount of fuel required for ignition.

Wujih Installation of a sodium hydroxide injection system in the flue gas
processing system to increase the efficiency of flue gas processing.
Wujih Modified the ammonia solution control from the original motor
control to variable frequency control to lower expenditure on
consumables.

Wujih Improve the first-stage ejection supply and control model to
reduce the ratio of low-pressure steam required for the deaerator
from the high-pressure steam supply and increase power
generation efficiency.

Wujih Use the original chilling system to create a simple cooling room to
cooling the control panels and cease the usage of onsite air-
conditioning units to save energy.

Wujih Improve the water discharge valves of the soot blower to lower
the number of boiler shut down caused by superheater tube
failure.

Wujih Increased the durability of the dryer in the CEMS sampling system.
Wujih Converted the water supply pipe of the boiler from 1%" to 3" and
improved the tube diameter issues while saving close to 2/3 hours
in the water pressure test for supplying water to the boiler.

Wujih Adding more hydrogen chloride emission control points of the DCS
for semi-dry system. Effectively control the injection volume of
lime milk and reduce excessive use of lime.

Wujih Renewed cooling tower fan

Shulin Converted the fan blades on the air-cooling condenser to light
weight material (FRP) to increase air volume and save energy on
the reduced weight of the fan blades.

Shulin Adding cross-over pipes in the vehicle washing system to reduce
the number of required water supply pumps to conserve power
and drastically reduce the frequency of spare part replacement for
pumps and maintenance cost.

Shulin Improved the OP minimum volume limitation for the calcium
hydroxide table feeder.

Shulin Upgraded the PLCs and variable frequency converters of the
garbage cranes and ash cranes.

Tainan Reevaluated and analyzed the distribution of the air-conditioning
system of the plant and increased the temperature of the chiller by
2 degrees. Installed split air-conditioners in areas with low usage
efficiency to reduce the load of the chiller and optimize the air-
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P;?;ﬁit Project
conditioning system for power conservation.

Tainan Upgraded the PLC of the steam turbine.

Tainan Upgraded the PLC of the bag filter.

Tainan Renewed ACC fan

Miaoli Improved the retainer ring on the limit switch of the rotating soot
blower in the boiler.

Miaoli Replaced the regular A/C power supply to key motor controls with
uninterruptible power supply to prevent trips from sudden drops
in voltage and insufficient suction of the magnetic switch.

Miaoli Adding a three-axle vibration sensor on the vibrating conveyor to
monitor the ash bridging status.

Miaoli Converted the variable frequency controls on the secondary air fan
to save energy and resolve current issues of remaining secondary
air flow to the storage pit.

Miaoli Adjusted the settings for SAH temperature restricted by the valve
discharge pressure that in response to changes in the calorific
value of waste. The settings could not be lowered to the minimum
design value and a pump was added on the discharge pipe
extending from the bottom of the surge tank to the first stage SAH
for the water discharge pressure to meet the original design
requirements and for the SAH temperature to be lowered to the
original design value in order to resolve the issue of overheated
boiler bed.

Miaoli Upgraded the air compressor to the variable-frequency air
compressor

Houli Adopted cooling water temperature control for the operations of
the cooling water fan.

Houli Upgrading the PLC, variable frequency converter and HMI of the
PLC in Houli Plant.

5.1.4 Short & Long Term Development Plans

(1)

ECOVE Environment Corporation

The Company's subsidiaries ECOVE Wujih Energy Corporation, ECOVE Waste Management
Corporation, ECOVE Environment Services Corporation and ECOVE Miaoli Energy Corporation have
achieved leading positions in terms of expertise and scale in the domestic environmental
protection and waste management sectors. The long-term and short-term development plans are

described in the following paragraph.

a. Inother invested companies, the Company acquired the full equity of the joint venture “G.D.
Development Corporation” from Gintech Energy Corporation in September 2018 and became
to “ECOVE Solar Energy Corporation”, which will improve the efficiency of investment
decision-making. Besides, in addition to the stable operation of domestic and US investment
projects, and shall dedicate its effort to domestic expansion under the assistance of
government policies and global trends while integrating the Group's overseas resources to
develop emerging market opportunities in the US and Southeast Asia. The subsidiary
"BoReTech", which specializes in recycling PET bottles, will continue to enhance the system
technologies of the entire plant and the competitiveness of supply and sales. It shall also
improve the production line to achieve food grade standards, diversification and customized
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specifications and further expand the mature technology into recycling for other polyester
materials. In addition, ECOVE also obtained the BOT tender of the Taoyuan City Biomass
Energy Center this year. According to the contract, the project concession company, Ever
ECOVE, was established by the bidding team to implement the construction and operation of
the facility during the concession period. Biomass were processed to generate electricity. This
further extends domestic environmental protection and green energy business.

b. ECOVE remains focused on resource recycling businesses and complies with related
government policies to develop investment in the circular economy. In addition to EfW
(including industrial waste processing) and photovoltaics power in the development of green
energy, ECOVE also plans to invest in biogas power etc. In terms of material resources, in
addition to PET bottles and other polyester, ECOVE also plans to recycle waste solvent, acid
and alkaline waste, waste oil, incineration fly ash and slag, kitchen waste and other valued
substances etc. Water resource projects include sewage and waste water treatment, sewage
pipe networks and reclaimed water etc. The overall development principle shall integrate the
Group's corporate resources and provide subsidiaries with related professional services while
incorporating competitive technologies and suitable strategic partners in order to increase
the feasibility of business development and to diversify different investment targets while
providing suitable risk management.

(2) ECOVE Environment Services Corporation

a. Short-Term Business Plans
i. Taiwan

(@) Actively pursue ROT or OT projects in EfW plants in Taiwan with expiring operation
contracts and provide upgrade, maintenance and other technical services for the
mechanical and electric equipment in old EfW plants.

(b) Actively pursue diversified general waste disposal project from government.

(c) Maintain and intensify current services for mechanical and electric equipment at
Taoyuan International Airport to open up more opportunities for services.

(d) Actively pursue T&C service opportunities in routes that are near completion in
response to the continued construction and plans for urban (New Taipei City,
Taoyuan and Taichung) MRT systems while pursuing maintenance work for general
mechanical and electric equipment (mechanical and electric equipment/fire-
fighting/air-conditioning).

(e) Comply with government policies to actively promote reclaimed water and sewage
system construction and use mergers or participation of the Group in tenders for
development.

ii. Overseas:

(@) The Company has won the tender for the O&M of the EfW power generation plant
and special and hazardous waste processing station in Macao. These will be used as
the base for pursuing design or improvement projects in related environmental
protection sectors of the Macao government.

(b) The third-party operation supervision of the existing market of execution area has
become saturated, and currently focus on other first-tier cities (such as Beijing and
Guangzhou) to conduct business.

(c) Participate in the development of the EfW market in Southeast Asia along with the
Group.

b. Long-Term Business Plans

The long-term business plans will be based on short-term business plans and they involve
expanding the pursuit for business opportunities such as operations, equipment repair and
refurbishment as well as technical consulting in related domestic and overseas industries.
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(3) ECOVE Woujih Energy Corporation

a.

With regard to short-term business plans, we shall at least satisfy the city governments'
annual requirement for processing 186,000 metric tons of waste and the general industrial
waste of 300 metric tons/day collected independently by the Company as well as creating
maximum profits in power sales as a principle.

Achieve high efficiency in power generation through the mid to long-term target of
maintaining average waste acceptance and stable mechanical operation rates.

(4) ECOVE Waste Management Corporation

a.

With regard to the short-term business plans, we shall aims to provide a full range of solutions
for waste disposal in the Taiwan business with the status of waste removal and management
specialists.

The mid to long-term business plan will increase the recycling and reuse of waste resources,
expand the scope of waste business, and move forward towards the goal of recycling and
diversification of waste resources to expand the business foundation.

(5) ECOVE Miaoli Energy Corporation

a.

With regard to the short-term business plans, we shall seek to satisfy, as a principle, the
minimum annual processing volume of 155,125 metric tons of the county government and
maximize profits from power sales.

Achieve high efficiency in power generation through the mid to long-term target of
maintaining average waste acceptance and stable mechanical operation rates.
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5.2 Market and Sales Overview
5.2.1 Market Analysis

(1) ECOVE Environment Corporation and Subsidiaries

a. By Major business Categories

Unit: NT$ thousands

Year 2017 2018
Area Amount % Amount %
Taiwan 3,538,665 79.00 3,917,206 80.81
Macau 826,888 18.46 810,724 16.73
China 114,034 2.55 105,083 2.17
USA 0 0.00 14,083 0.29
Total 4,479,587| 100.00 4,847,096 100.00

(2) ECOVE Environment Corporation

The Company is an investment holding company and it is not applicable as a single industry.

(3) ECOVE Environment Services Corporation

a. By Major business Categories

Unit: NT$ thousands

Year 2017 2018
Area Amount % Amount %
Taiwan 2,697,184 92.06 3,117,102 91.54
Macau 172,039 5.87 229,659 6.74
China 60,524 2.07 58,379 1.72
Total 2,929,747 100.00 3,405,140 100.00

b. Market Share

The main business of ECOVE ESC is O&M services for environmental protection and related
facilities. It has been ranked in the top 500 service industries by the CommonWealth
magazine since 2008 and it has consistently achieved top rankings in the top 500 service
industries. It is evident that ECOVE ESC has achieved a significant position in Taiwan's
environmental protection sector.

There are currently 24 large-scale waste resource recycling plants in Taiwan and the
designed capacity of the ones operated and maintained by ECOVE ESC has reached a
market share of 26.4% compared with the total designed capacity in Taiwan; it is the
largest in Taiwan.

There are a total of 8 third-party supervision projects for EfW plants in China and the

total designed capacity amounts to 11,435 metric tons/day. We are the leader in the
industry in China.

Future Supply, Demand and Growth of the Market

With regard to domestic EfW plants, the contracts for private operations are expiring and
as government policy has suspended the construction of new waste EfW plants, the
service of the old plants are expected to be extended and tenders will be reopened.
ECOVE ESC will continue to consolidate contracts at current operating plants while also
actively pursuing the new tenders for other plants.
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(4)

ii. There are currently over 300 EfW plants in operation in China and there is a shortage in
manpower and expertise of the supervising competent authority. Therefore, the market
for third-party supervision still has tremendous potential for growth.

iii. A large quantity of EfW plants will be built in Southeast Asia and China and we expect
our overseas market scale to exceed the market scale in Taiwan. ECOVE ESC is now
actively pursuing related businesses.

iv. Due tothe government's promotion of reclaimed water and sewage system projects, the
market for operation services is expected to grow. ECOVE ESC will actively pursue the
opportunities.

Competitive Niches

ECOVE ESC has been in the domestic EfW industry for over 20 years and it is the most
experienced O&M company for EfW plants. Moreover, its parent company CTCI is the largest
professional designer and builder of EfW plants in Taiwan. ECOVE ESC retains resources and
capabilities for integration and improvement of technologies and it will be beneficial to future
pursuits of reopened tenders for the O&M of EfW plants.

ECOVE ESC has developed technologies and management capabilities through its experience
in the O&M of EfW plants. It can also provide the clients with superior and more
comprehensive services in water resource industries, track industries and mechanical and
electrical engineering technologies.

The Favorable factors and Unfavorable Factors of the Development Prospect and
Countermeasures

i. Favorable Factors

(a) Starting from 2018, the contracts for O&M of EfW plants across Taiwan will expire
one after another. As Taiwan's most professional and experienced operator, we shall
be in a position to expand our market share.

(b) We can provide clients with more diversified services and increase the quality of
services through technical and experience exchanges between various subsidiaries.

ii. Unfavorable Factors and Countermeasures

(@) The government's policy on domestic urban waste resource recycling plants is not
to build new plants.

Countermeasure: Actively pursue expansion overseas and expand horizontally into
related core expertise such as the repairs and operations of transportation
industries, operations in water resource industries, plant management and
mechanical and electrical equipment maintenance etc.

(b) The public's environmental awareness is on the rise and protests against
environmental pollutions have become more common.

Countermeasure: Fully abide by related laws and regulations in O&M of various
plants in order to prevent pollutions from occurring; conduct good-neighborly
relations tasks regularly.

ECOVE Wujih Energy Corporation

a.

By Major business Categories
Unit: NT$ thousands

Year 2017 2018
Area Amount % Amount %
Taiwan 727,576 100.00 705,067 100.00
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Market Share

ECOVE WEC is a dedicated BOT project company and it operates an EfW plant with a daily
capacity of 900 metric tons to process the waste delivered by Taichung City Government
(600mt/day) and the general industrial waste it independently collects (300mt/day) in 20
years of operation period. According to statistics of the Environmental Protection
Administration of the Executive Yuan in 2018, current domestic medium to large-scale urban
EfW plants in operations process a total of approximately 6.44 million metric tons of waste a
year. The annual processing capacity of Wujih Plant is approximately 292,000 metric tons and
it constitutes 4.53% of the total processing capacity of the 24 EfW plants in Taiwan. In terms
of the volume of electricity sales, the total amount electricity sold by EfW plants in an entire
year amounts to approximately 2.6 billion kilowatt/hours while the Wujih Plant sells
approximately 144 million kilowatt/hours per year, constituting 5.54% of the total amount of
electricity sold. In terms of power generation, the annual power generated amounts to
approximately 178 million kilowatt/hours, which is 5.3% of the 3.36 billion kilowatt/hours
generated by the 24 EfW plants in a year.

Future Supply, Demand and Growth of the Market

Taichung City Government follows the policy of regional cooperation for waste disposal and
provides support to nearby municipalities for processing waste. Therefore the current status
of supply and demand remains stable.

Competitive Niches

The Company's partnered team - ECOVE ESC - is a professional operator of EfW plants and it
operates a total seven domestic large-scale urban EfW plants. Therefore its integration of
operation technologies and improvement in managing production of EfW plants shall
improve the performance of resource integration of ECOVE.

The Favorable factors and Unfavorable Factors of the Development Prospect and
Countermeasures

i. Favorable Factors

(@) The other EfW plants operated by ECOVE ESC are able to provide more diversified
services such as assistance in dispatching waste disposal services to prevent waste
from piling up due to an overhaul at a single EfW plant. On the other hand, it can
also increase the number of clients.

(b) The supply of general waste is guaranteed by the Taichung City Government and the
source of industrial waste independently collected by the plant is controlled by
ECOVE Waste Management Corp. The arrangements maintain the stability of the
processed volume and power generation at the plant.

ii.  Unfavorable Factors and Countermeasures
(@) Equipment degradation lowers EfW processing efficiency

Countermeasure: The designed capacity of the Wujih Plant is 900mt/day and the
actual operation rate (operating hours/ (annual hours-suspension hours)) in the
most recent 3-4 years has been kept at approximately 91% (exceeding the 85%
required in the contract). Therefore the operations of the EfW plant continue to be
stable. Fully implement the preventive maintenance tasks of related facilities in the
plant as well as actively implement energy and resources-saving and carbon
reduction measures.
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ECOVE Waste Management Corporation

a.

By Major business Categories
Unit: NT$ thousands
Year 2017 2018
Area Amount % Amount %
Taiwan 1,157,573 100.00{ 1,203,941 100.00

Market Share

ECOVE WMC is a company dedicated to industrial waste clearance and disposal. In 2018,
ECOVE WMC received a total of 315,789 metric tons of waste for O&M. Its national market
share in industrial waste collection and processing services is approximately 29.44%.

Future Supply, Demand and Growth of the Market

New big processing facilities in Taiwan are in development and the current processing
capacity is lower than the production of waste.

Competitive Niches

Based on the core values accumulated from 17 years of waste collection, management and
disposal operations, ECOVE WMC independently developed a waste management
information system along with a integrated clearing management system to allow waste
disposal operators who enter the plants to jointly use the system online in order to improve
management efficiency and competitiveness.

ECOVE WMC invested in the waste recycling business in the second half of 2018, seeking
iconic resource recycling business opportunities by using existing producer information and
plans to use the rich experience as a stepping stone to enter resource recovery business, in
order to provide a more completed service for the producers or waste disposal operators.

The Favorable factors and Unfavorable Factors of the Development Prospect and
Countermeasures

i. Favorable Factors
(@) Advantages in integration

The Company has capabilities for the management, disposal, and market
development of waste and is able to satisfy customers' requirements for waste
disposal.

(b) Brand Advantages

Our performance always meet client demands and we enjoy a favorable reputation
in the industry which reassures clients that they can safely allow the Company to
dispose of their waste.

(c) Low Financial Risks

Our clients have all undergone extensive evaluation by the Company to ensure the
health of their financial status and therefore the risks of bad debts is low.

ii. Unfavorable Factors and Countermeasures
(@) High Dependence on Policy

The Company's business would be affected if the government becomes lax in
amendments and execution of environmental protection laws.

Countermeasure: Stay abreast of government policies as well as the regulations and
execution of related laws in order to make flexible adjustments in business
operations to comply with policies and regulations.
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(6)

a.

ECOVE Miaoli Energy Corporation

By Major business Categories

Unit ; NT$ thousands

Year 2017 2018
Area Amount % Amount %
Taiwan 348,186 100.00 347,786 100.00

Market Share

ECOVE Miaoli Energy is a dedicated BOT project company and it operates an EfW plant with
a daily capacity of 500 metric tons to process the waste delivered by Miaoli County
Government (500mt/day, including general industrial waste independently collected by
Miaoli County Government) in 20 years of operation period. According to statistics of the
Environmental Protection Administration of the Executive Yuan in 2018, current domestic
medium to large-scale urban EfW plants in operations process a total of approximately 6.444
million metric tons of waste a year. The annual processing capacity of Miaoli Plant is
approximately 167,000 metric tons and it constitutes 2.59% of the total processing capacity
of the 24 EfW plants in Taiwan. In terms of the volume of electricity sales, the total amount
electricity sold by EfW plants in an entire year amounts to approximately 2.6 billion
kilowatt/hours while Miaoli Plant sells approximately 77 million kilowatt-hours per year,
constituting 2.97% of the total amount of electricity sold. In terms of power generation, the
annual power generated amounts to approximately 94.82 million kilowatt-hours, which is
2.82% of the 3.36 billion kilowatt/hours generated by the 24 EfW plants in a year.

Future Supply, Demand and Growth of the Market

Miaoli County Government ensures delivery of 155,125 ton/ year. In addition to the previous
plans for waste disposal, Nantou County and Hsinchu County has been included in 2017 and
the waste processing volume remains at 480 ton /day. There is no shortage of waste delivery
to satisfy the total required amount for operations at the EfW plant.

Competitive Niches

The Company's partnered team - ECOVE ESC - is a professional operator of EfW plants and it
operates a total seven domestic large-scale urban EfW plants. Therefore its integration of
operation technologies and improvement in managing production of EfW plants shall
improve the performance of resource integration of ECOVE.

The Favorable factors and Unfavorable Factors of the Development Prospect and
Countermeasures

i. Favorable Factors

(@) All supply of waste is guaranteed by the County Government and the arrangements
maintain the stability of the processed volume and power generation at the plant.

ii.  Unfavorable Factors and Countermeasures
(@) The increase in general industrial waste increases equipment degradation

Countermeasure: The designed capacity of the Miaoli Plant is 500ton/day and the
actual operation rate (operating hours/ (annual hours-suspension hours)) in the
most recent 5 years has been kept at approximately 94% (exceeding the 85%
required in the contract). Therefore the operations of the EfW plant continue to be
stable. In response to the increased volume of general industrial waste processed
by the plant, the Plant shall continue to enhance inspections of waste upon arrival,
actively implement homogenization management of waste to ensure that they are
sufficiently mixed, and fully implement the preventive maintenance tasks of related
facilities in the plant.
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5.2.2 The Company’s Main Services Purposes and Service Sequences

ECOVE Environment Services Corp.
ECOVE Wujih Energy Corp.

ECOVE Waste Management Corp. ECOVE Miaoli Energy Corp.
General and industrial waste enters Weigh, inspect and pour into storage pit
plant u

l

Crane-lift for delivery into EfW plant for
processing
EfW plant bottom ash/fly ash
(stabilized) P
A 4
y Waste heat recovery and steam power
Transport to recycling plant or landfill generation to produce electricity

(1) ECOVE: The Company is an investment holding company and its main business is general investment;
therefore it is not applicable as a single industry.
(2) ECOVE Environment Services Corporation

a. Usage of Primary Products (Services)

I.  The Company's main business is to provide O&M services as well as EfW plant for the
disposal of waste to various urban waste resource recycling plants and EfW plants of
municipality governments.

ii.  The Company also generates power from the EfW plant of waste to provide power for civilian
use.

b. Production Process of Primary Products (Services)

The Company's main service is to dispose of waste and generate electricity from the EfW plant of
waste. Place waste into the EfW plant for EfW and recover the heat generated in the boiler in the
process to produce steam. The steam is used to power the turbine generator to generate
electricity. The remaining electricity is transmitted into the power grid of Taiwan Power
Corporation after deducting the self-use electricity.

(3) ECOVE Wujih Energy Corporation
a. Usage of Primary Products (Services)

i.  The Company operates Wujih EfW Plant by means of a special permit and its main service is
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the disposal of waste produced by civilians and industrial entities. It is a stable environmental
protection service industry that is less affected by economic cycles.

ii.  Electricity is generated in the process of EfW plant of waste. Except for the self-use electricity,
all remaining electricity is sold to Taiwan Power Company.

b. Production Process of Primary Products (Services)

The Company's main service is the disposal of waste delivered by Taichung City Government and
general industrial waste collected by waste disposal agencies. The heat generated in the EfW
plant the process is transmitted through the heat exchanger to the boiler to produce steam. The
steam is used to power the turbine generator to generate electricity. The remaining electricity is
transmitted into the power grid of Taiwan Power Corporation after deducting the self-use
electricity.

(4) ECOVE Waste Management Corporation
a. Usage of Primary Products (Services)

The main service of ECOVE WMC is the disposal/management of general waste and industrial
waste in order to provide clean and comfortable life and work environment. In 2019, a new
recycling program will be introduced to convert waste into reusable products which is enable
efficient recycling of resources.

b. Production Process of Primary Products (Services)

The Company collects or manages general waste and industrial waste produced in residential
buildings and industrial entities to deliver to landfills or EfW plants for disposal. In addition, the
Company also transports ash produced by EfW plants to landfills for final disposal or to reuse
plants for reuse. Additionally, in the second half of 2018, the Company invested in the waste
recycling business and provided services for commissioning operations, O&M and product
services.

(5) ECOVE Miaoli Energy Corporation
a. Usage of Primary Products (Services)

i.  The Company operates Miaoli EfW Plant by means of a special permit and its main service is
the disposal of waste produced by civilians and industrial entities. Itis a stable environmental
protection service industry that is less affected by economic cycles.

ii.  Electricity is generated in the process of EfW plant of waste. Except for the self-use electricity,
all remaining electricity is sold to Taiwan Power Company.

b. Production Process of Primary Products (Services)

The Company's main service is the disposal of waste delivered by Miaoli County Government
and general industrial waste collected by waste disposal agencies. The heat generated in the
EfW plant the process is transmitted through the heat exchanger to the boiler to produce steam.
The steam is used to power the turbine generator to generate electricity. The remaining
electricity is transmitted into the power grid of Taiwan Power Corporation after deducting the
self-use electricity.

5.2.3 State of Supply of Main Materials:
ECOVE Environment Corp. is an investment holding company and its subsidiaries ECOVE Environment
Services, ECOVE Wujih Energy, ECOVE Waste Management and ECOVE Miaoli Energy are all
environmental protection services providers. None of them have production activities and this item
is therefore not applicable.
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5.2.4 Major Suppliers and Clients

(1) Major Suppliers (each commanding 10%-plus share of annual order volume) Information for the
Last Two Calendar Years: None

(2) Major Clients (each commanding 10%-plus share of annual order volume) Information for the Last
Two Calendar Years:

A. ECOVE Environment Corporation and Subsidiaries

The information of main sales customer in the last two years

Unit: NT$ thousands

2017 2018
Relation Relation
ftem Company Amount |Percent| with Company Amount (Percent| with
Name Name
Issuer Issuer
| |[[WANPOWEr | 44048 45| - [AWANPOWEN ) 55504 1037 -
Company Company
Environmental Environmental
Protection Bureau Protection Bureau
2 of Taichung City 429519 959 - of Taichung City 449,860 9.28 -
Government Government
The The
3 |CTCI Corp. 172,185 3.84|ultimate [CTCI Corp. 27,528| 0.57|ultimate
parent - parent
4 [Others 3,633,835 81.12 - Others 3,869,404 79.83 -
Total 4,479,587| 100.00 Total 4,847,096| 100.00
B. ECOVE Environment Services Corporation
The information of main sales customer in the last two years
Unit: NT$ thousands
2017 2018
Relation Relation
ftem Company Amount |Percent| with Company Amount |Percent| with
Name Name
Issuer Issuer
ECOVE Waste A ECOVE Waste A
1 [Management 541,683 18.49 . Management 572,562 16.81 .
. subsidiary . subsidiary
Corporation Corporation
The The
2 [CTCI Corp. 159,287 5.44| ultimate [CTCI Corp. 237,217|  6.97| ultimate
parent parent
3 [Others 2,228,777 76.07 - Others 2,595,361| 76.22 -
Total 2,929,747| 100.00 Total 3,405,140| 100.00

C. ECOVE Wujih Energy Corporation : None

D. ECOVE Waste Management Corporation : None

E. ECOVE Miaoli Energy Corporation : None
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5.2.5 Production over the Last Two Years: None
5.2.6 Shipments and Sales over the Last Two Years

(1) ECOVE Environment Corporation and Subsidiaries

Unit: NT$ thousands

2017 2018
% Local Export Local Export
Maijor Products
Waste Treatment 1,615,440 0 1,969,173 0
Electricity 649,965 451,103 673,583 431,995
Concession Service 583,221 0 577,006 0
Waste Collection 144,543 0 78,749 0
Others 545,496 489,819 618,695 497,895
Total 3,538,665 940,922 3,917,206 929,890

(2) ECOVE Environment Services Corporation

Unit: NT$ thousands

2017 2018

Local Export Local Export
EW plant related 2,045,243 ol 2202335 0
Income
Total 2.697.184 232563  3.117.102 288,038

(3) ECOVE Wujih Energy Corporation

Unit: NT$ thousands

Year 2017 2018
Local Export Local Export
Major Plant
The plant of Wujih 727,576 0 705,067 0
Total 727,576 0 705,067 0
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(4) ECOVE Waste Management Corporation

Unit: NT$ thousands

_ Year 2017 2018
Shipments
& Sales
\ Local Export Local Export
Major Products

\Waste Treatment 984,123 0 1,099,741
Waste Collection 171,951 0 104,200
Comprehensive 1,499 0
planning to clean up 0
revenue

Total 1,157,573 0 1,203,941

(5) ECOVE Miaoli Energy Corporation

Unit: NT$ thousands

_ Year 2017 2018
Shipments
& Sales
Local Export Local Export
Major Plant
The plant of Miaoli 348,186 0 347,786 0
Total 348,186 0 347,786 0

5.3 Human Resources

5.3.1 The information about employees employed for the most recent two fiscal years and up to the
date of printing of the annual report

(1) ECOVE Environment Corporation
April 1, 2019

As of Mar. 31%,
Year 2017 2018 2019

Number of Employees 9 9 8

Average Age 49.21 49.37 49.91

Average service seniority 5.57 5.73 6.06

Ratio of Master 55.56 50.00 55.56

employees at Bachelor 44.44 50.00 44.44

each level of L

educational Senior High School 0.00 0.00 0.00

degree and below

Note: The data in the annual report should be included until the annual publishing.
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(2) ECOVE Environment Services Corporation

April 1, 2019

As of Mar. 31°t,

Year 2017 2018 2019

Number of Employees 663 663 711

Average Age 41.34 41.15 41.55

Average service seniority 8.72 8.43 8.68

Ratio of Master 11.92 12.94 12.54

employees | Bachelor 65.46 65.68 64.81
t each level o

@ eac(:)f eve Senior High

educational Scrl;o?l and 22.62 21.38 22.65

degree elow

Note: The data in the annual report should be included until the annual publishing.

(3) ECOVE Wujih Energy Corporation

April 1, 2019

As of Mar. 31%,
Year 2017 2018 2019

Number of Employees 3 2 4

Average Age 43.88 46.15 40.30

Average service 4.58 6.06 3.62

seniority

Ratio of Master 66.67 100.00 100.00

employees | Bachelor 33.33 0.00 0.00
t each o

EVZ?%]C Senior High

educationa SCEO?I and 0.00 0.00 0.00

| degree elow

Note: The data in the annual report should be included until the annual publishing.

(4) ECOVE Waste Management Corporation

April 1, 2019

As of Mar. 31%,
Year 2017 2018 2019

Number of Employees 44 45 54

Average Age 41.96 42.07 42.60

Average service 8.67 8.63 7.67

seniority

Ratio of Master 18.18 17.78 16.67

employees | Bachelor 38.64 40.00 42.59
t each level o

a ea((:)f eve Senior High

educational SCEO?I and 43.18 42.22 40.74

degree elow

Note: The data in the annual report should be included until the annual publishing.

111




(5) ECOVE Miaoli Energy Corporation
April 1, 2019

As of Mar. 31%,
Year 2017 2018 2019
Number of Employees 5 5 5
Average Age 42.36 42.52 45.44
Average service 6.11 6.27 5.14
seniority
Ratio of Master 20.00 20.00 20.00
employees | Bachelor 80.00 80.00 80.00
t each level
| senior High
educational SCEO?I and 0.00 0.00 0.00
degree clow

Note: The data in the annual report should be included until the annual publishing.

5.3.2 Status of licenses required by competent authorities held by personnel of the Company and its
subsidiaries involved in the transparency of financial information:

Certification Name Number of People

International Certified Internal Auditor (CIA) 1

Qualified in the Basic Proficiency Test on Enterprise 1
Internal Control of the Securities & Futures Institute
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5.3.3 Safety of the Work Environment and Employees'’ Personal Safety

(1)

Safety, Health and Environmental Policy

= Safety First

= Improve Employee’s Health and Well-being

= Environmental Protection and Sustainable Development
= Implement Risk Management Mechanism

= Fulfilling Regulations and Contract Requirements

= Promoting Full Participation and Training

The Company and its subsidiaries maintain a business philosophy of focusing on quality,
environmental protection, health, safety and pollution prevention as well as a spirit of honesty,
service, professionalism and excellence with regard to the continuous improvement in quality,
environmental protection, safety and health measures.

The Group's safety and health policy is handled and promoted by the subsidiary company ECOVE
ESC. Since ECOVE ESC is the manufacturer of the incineration plant on behalf of the company, all
units within the scope of verification must comply with the policies formulated by the plant.
Therefore, ECOVE WEC (Wulih Plant), ECOVE MEC (Miaoli Plant) and ECOVE WMC (Refuse Bottom
Dregs Removal and Removal) are all in the scope of the verified workplace, except for the
specification of industry characteristics, and the standards of ISO 45001:2018. The requirements
and policies are formulated to ensure that the municipal incinerator can effectively control and
control the employees' possible injuries and diseases, process changes, procurement, contractors,
and property and other safety and health during the process of waste incineration, power
generation, waste gas, and waste disposal. Risks and non-compliance with the prescribed matters,
the purpose of which is to provide basic guidelines for the effective and appropriate operation and
management of the health management system, and to continuously improve the safety and
health performance of the entire organization, and to establish safety and health management
priorities, policies, objectives and targets, and gradually improve. Safety and health management
system, implement risk prevention, elimination, reduction, control, and continuous improvement
EC, in order to achieve the goal of sustainable development and thus to establish high quality and
environmental health and safety pioneer model.

Safety, Health and Environmental Organization

The Company has always maintained a business model of participation of all employees in which
the supervisors and staff members in each department conduct effective communication through
periodic meetings and training to ensure harmonious labor relations. In addition, ECOVE WMC, a
subsidiary of the holding company, disputed with the department's employees in August 2009 for
the issue of overtime payment. The company and its subsidiaries conduct safety and health
promotion review through monthly meeting of plant managers and hold quarterly The Safety and
Hygiene Committee shall open and supervise the company's quality safety and safety policy,
measures, procedures, and procedures to ensure that the company's employees work in a safe
and hygienic environment. Promote the safety and security of the company's activities, audit
safety management requirements for each operation, and monitor the company's safety and
security performance. In addition, dedicated level one safety, health and environmental
management units are established for each project to be responsible for the performance and
supervision safety, health and environmental protection for each project.

Safety, Health and Environmental Management System

ECOVE ESC, ECOVE subsidiary, adheres to the spirit of occupational safety, health and
environmental management system based on ISO 45001:2018 to actively carry out hazard
prevention in risk management of safety and health operations, event prevention, energy and
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resource conservation, employee health. The implementation status for safety, health and
environmental management goals is under review every year. The annual goals for safety, health
and environmental management are re-established accordingly. Specific improvement plans are
proposed to reduce potential safety, health and environmental risks and meet standards of
internationalization.

Safety, Health and Environmental Management Operations

The safety, health and environmental management system of the Company and subsidiaries
employ management methods and strategies to resolve safety, health and environmental-related
issues through sequential and targeted methodology and use the Deming Management Cycle:
Plan-Do-Check-Action (P-D-C-A) logic to promote a three-tiered auditing and management system.
The system employs constant auditing and real-time correction from operation safety observation
to achieve real-time education and two-way communication and allow all employees to
participate in the establishment a consensus and culture for safety.

Statistical Analysis of Occupational Hazards

The data for statistical analyses of occupational hazards of the Company and subsidiaries are based
on the disabling injury frequency rate per million work hour from the Department of Labor and
the Company reports online for statistical analyses in accordance with regulations of the Ministry
of Labor. Seriously and critically review and analyze the work safety accidents or false alarms that
occurred in the past, and combine safety and health performance management KPIs to avoid the
occurrence of the same events. The same cases where the content specification has been
announced and reviewed have occurred again. The points will be deducted from the security KPI
of the project during the month, and if the cause is inconsistent with the behavior of colleagues,
it will enter the evaluation of the people's assessment meeting. The employee will calculate the
minimum performance of the project in the quarter, and The Occupational Safety and Health
Committee worked together to develop improvement plans; in the statistical analysis, it was found
that the reporting of false alarms should be given more encouragement in order to effectively and
prioritize improvements to reduce the occurrence of worker safety accidents. Therefore, the
company performed safety and health performance management. The KPI project specifically
incorporates activities such as internal dynamic inspections and joint audits. It is expected that
problems can be detected by digging around to use false alarm events or staff counseling to
prevent the occurrence of workers’ safety incidents, and set annual safety and health goals. Let all
my colleagues recognize and work together toward the goal. The company encourages various
projects to participate in the Ministry of Labor to organize statistical work on non-disaster time. It
has successively been awarded with no-fault labor time certification. Among them, the Tainan
plant operated by the ECOVE ESC has participated in the statistics of the No-Hazard Work Hours
of the Ministry of Labor since 1995. Accumulated to 2018 of disaster-free record has reached 1.56
million man hours, ECOVE ESC upholds the "people-oriented"” core value, invests the necessary
manpower and resources for the safety and health of employees, and creates a safe and healthy
working environment. Continued business philosophy, to meet every disaster-free working hours
and go all out.

Awards

ECOVE and its subsidiaries have continued to strive for safety and health and employees’ health.

In recent years, we’ve been honored by government agencies and the awards are summarized as

follows:

= Some of the operation plants include: Miaoli EfW Plant was awarded the “2018 Healthy
Workplace Promotion Label” by the Health Promotion Administration, Ministry of Health and
Welfare and still valid. Wujih EfW Plant was awarded the #2017 Healthy Workplace Promotion
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Label” by the Health Promotion Administration, Ministry of Health and Welfare and still valid.
Houli EfW Plant was awarded the “2017 Healthy Workplace Promotion Label” by the Health
Promotion Administration, Ministry of Health and Welfare and still valid. Tainan EfW Plant was
awarded the “2018 Healthy Workplace Promotion Label” by the Health Promotion
Administration, Ministry of Health and Welfare and still valid, and STSP EfW Plant was
awarded “2017 Southern Science Park Occupational Safety and Health Excellence Unit Award,
and the Labor Affairs Bureau of Tainan City Government issued the "Certificate of
Appreciation for Enterprise Devoting Safety and Health Promotion™.

Some of the personnel include: Hsu, Tsung-Yu from Miaoli EfW Plant was awarded the "2017
Implementation of the Occupational Safety and Health Excellent Personnel Achievement
Award" by the Ministry of Labor, and Weng, Jui-Yen from Tainan EfW Plant was awarded the
"2017 Annual Occupational Safety and Health Excellence Personnel Award" by the Tainan City
Government.

= Houli EfW Plant was awarded the 1.23 million non-hazardous working hours certificate issued

by the Industrial Safety and Health Association (ISHA) of the R.O.C. entrusted by the Ministry
of Labor. Keelung EfW Plant was awarded the 750,000 non-hazardous working hours
certificate issued by ISHA of the R.O.C. entrusted by the Ministry of Labor. Miaoli EfW Plant
was awarded the 240,000 non-hazardous working hours certificate issued by ISHA of the R.O.C.
entrusted by the Ministry of Labor. Wujih EfW Plant was awarded the 960,000 non-hazardous
working hours certificate issued by ISHA of the R.O.C. entrusted by the Ministry of Labor. And
STSP EfW Plant was awarded the 960,000 non-hazardous working hours certificate issued by
ISHA of the R.O.C. entrusted by the Ministry of Labor.

= ECOVEESC head office was awarded "2018 National Workplace Safety and Health Week Series

Implementation Plan" certificate by the Ministry of Labor.

5.3.4 Code of Ethics for Employees

(1)

Purpose

In order to follow the behavior of the employees of the company and make the stakeholders of
the company understand the ethical standards and behavior standards that the employees of the
company should follow when they perform their duties, the board of directors has decided to
make this code to be the basis for compliance by the employees of the company. All employees of
the company are responsible for carefully reading, understanding and complying with the contents
of this Code.

Area

The term “employee” as used in this Code refers to all employees of the company. However, when
the company's directors, supervisors and managers have other requirements stipulated in the
Code of Business Ethics and Code of Conduct, the managers of the company shall abide by the
code of conduct for business ethics of directors and supervisors and managers. Provisions.
Principle of good faith

In performing their duties, the employees of the company should pay attention to teamwork and
abandon the standard of identity; they should abide by the principle of good faith, and uphold a
positive, progressive and responsible attitude.

The principle of fairness

The employees of the company must not discriminate or exclude each other in any form due to
factors such as gender, race, religion, party, sexual orientation, rank, nationality, and age.

Work environment

Our employees should work together to maintain a healthy and safe working environment. There
must be no sexual harassment or other acts of violence or threats of intimidation.

Avoid conflicts of interest and opportunities for personal gain

The employees of the company have the responsibility to maintain and increase the legitimate
gains of the company, and should avoid:

(1) The opportunity for personal or third-person access to personal gain through the use of
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company property, information, or through his or her position.
(2) Compete with the company.

(7) Fair trade
(1) The employees of the company should treat the objects of business transaction fairly; when
dealing with related parties, there should be no special preferential treatment.
(2) In the performance of their duties, the employees of the company shall not be in the interest
of themselves or a third party, but have requirements, contract, delivery or acceptance of any form
of gift, entertainment, rebate, bribe or other improper interest. However, the gift or entertainment
provided by the courtesy of social etiquette or company regulations is not limited to this.

(8) Insider trading
Any information that the employees of the company may have significant influence on the trading
price of the company's securities in the course of their duties should be strictly confidential in
accordance with the provisions of the Securities Exchange Act before being publicly disclosed, and
may not use this information to conduct insider trading.

(9) Confidentiality responsibility
The employees of the company should respect each other's personal privacy and must not spread
rumors or defamatory libel. Matters or confidential information that are known to himin his duties
should be managed with care. They must not be leaked to others or used for purposes other than
work unless they are disclosed by the company or are necessary for the execution of their duties.
They also apply after leaving the company.
The information that should be kept confidential in the preceding paragraph includes information
about the company’s personnel and customers, inventions, business confidentiality, technical data,
product design, manufacturing expertise, financial accounting information, intellectual property
rights, and other information that may be used by competitors or leaks. Afterwards, the company
or its customers are harmed by the undisclosed disclosure of information.

(10) Correct document records and reports
Employees of the company should ensure that all forms of paperwork handled by them are correct
and complete and properly preserved.

(11) Protecting and Using Company Assets Properly
When employees of the company perform their duties, they should avoid theft, interference,
destruction, and intrusion of resources such as data, information systems, and network equipment
to protect the confidentiality, integrity, and availability of the company's information.

(12) Political Contributions and Activities
The employees of the company must not influence other employees in any way to contribute
politically, support specific political parties or candidates, or participate in other political activities.
In addition, political activities should be avoided during working hours and workplaces.

(13) Copyright
The employees of the company must not influence other employees in any way to contribute
politically, support specific political parties or candidates, or participate in other political activities.
In addition, political activities should be avoided during working hours and workplaces.

(14) Encourage the report of any illegal or violation of this Code
The head of the company should strengthen the publicity of the company’s internal moral
concepts and encourage employees to report the violations of the laws and regulations or this
Code. The company should do its utmost to protect the identity of the presenter and protect them
from being exposed. Threatened.

(15) Exemption from applicable procedures
Employees of the company may be exempted from the application of specific provisions of the
Code if they have a valid reason to pass the resolution passed by the board of directors.

(16) 16. Execution
This Code shall be implemented after the resolution of the board of directors is passed and shall
be disclosed in the annual report, the open specification and the public information observing
station.
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5.4 Environmental Protection Expenditure Information
According to laws and regulations, the Company is required to apply for a permit for installing
polluting facilities, or permit for pollution drainage, or to organize and set up an exclusively
responsible unit/personnel for environmental protection issues. The status of application and
establishment of the Company and subsidiaries are described as follows:

ECOVE: Not Applicable.

A.
B.

ECOVE Environment Services Corporation

Permit for Installing Polluting Facilities, Permit for Pollution Drainage
The Company has a total of eight fixed pollutant operation permits, six water pollutant
prevention permits and one toxic chemicals approval certification.

Establishment of Dedicated Environmental Protection Unit and Personnel

The Company's employees have obtained eighteen Class A Dedicated Air Pollution Control
Specialist certificates, three Class A Wastewater Treatment Technician certificates, three
Class B Dedicated Wastewater and Sewage Treatment Specialist certificates and eleven
Class A Waste Disposal Technician certificates.

ECOVE Woujih Energy Corporation

Permit for Installing Polluting Facilities, Permit for Pollution Drainage
The Company has a total of one fixed pollutant operation permit, one water pollutant
prevention permits, one waste disposal permit, and one industrial waste disposal plan.

Establishment of Dedicated Environmental Protection Unit and Personnel (Including

dedicated environmental protection personnel at ECOVE Environment Services Corporation)
Two Class A Waste Disposal Technicians, One Class B Waste Disposal Technicians, three Class

A Dedicated Air Pollution Control Specialists and one Class B Dedicated Wastewater and

Sewage Treatment Specialist.

ECOVE Waste Management Corporation

Waste Disposal Permits
One Class A Waste Disposal Permit

Establishment of Dedicated Environmental Protection Unit and Personnel
One Class A Waste Disposal Technicians and one Class B Waste Disposal Technician.

ECOVE Miaoli Energy Corporation

Waste Disposal Permits

The Company has a total of one fixed pollutant operation permit, one water pollutant
prevention permits, one waste disposal approval document, and one industrial waste
disposal plan approval letter.

Establishment of Dedicated Environmental Protection Unit and Personnel
One Class A Waste Disposal Technicians, three Class A Dedicated Air Pollution Control
Specialists and one Class A Dedicated Wastewater and Sewage Treatment Specialist.
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Investment and Implementation Status of Primary Equipment for Prevention of Environmental

Pollution

A. ECOVE: Not Applicable

B. ECOVE Environment Services Corporation: Not Applicable
C. ECOVE Wujih Energy Corporation
December 31, 2018; Unit: NT$1,000
. .. |Obtainment | Investment | Book Usage and Anticipated
Equipment Name | Quantity Date Cost Value Benefit
EfW plant and Compliance with related
Related laws and regulations on
Pollution 1 2004.09.06 | 2,676,083 [425,288 EfW plant, air and
Prevention wastewater pollution
Equipment prevention

D. ECOVE Waste Management Corporation

December 31, 2018; Unit: NT$1,000

Equipment Name | Quantit Obtainment | Investment | Book | Usage and Anticipated
auip y Date Cost Value Benefit
Compliance with
Waste Disposal related environmental
Trucks Weighing | 35 | 200108 | ga5gg | 21965 | Protectionlawsand
2018.10 regulations applicable
Over 35 Tons !
to waste disposal
industries
Compliance with
Waste Disposal related environmental
Trucks Weighing | 12 | 200309 | 33449 | 14547 | Protectionlawsand
2018.10 regulations applicable
Under 26 Tons !
to waste disposal
industries
E. ECOVE Miaoli Energy Corporation
December 31, 2018; Unit: NT$1,000
. .. |Obtainment |Investment Usage and Anticipated
Equipment Name |Quantity Date Cost Book Value Benefit
EAW plant and Compliance W|th_related
Related Pollution laws and regulations on
) 1 2008.02.29 | 2,280,346 | 1,193,496 EfW plant, air and
Prevention .
: wastewater pollution
Equipment .
prevention

The sum of losses and total fines due to environmental pollution during the most recent

year and up to the annual report publication date as well as disclosure of future
countermeasures and possible expenditures:
The Company and its subsidiaries have not sustained losses or fines due to pollution of the
environment in the past year and up to the date of report.
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5.5 Relations between labor and employer

5.5.1 The Company's employee benefits for studying, training, the pension system and its
implementation status as well as labor agreements and employee rights maintenance measures:

(1)

Employee Welfare

A. Employee Welfare Committee; organize various subsidies for employee weddings and
funerals; periodic leisure travel and recreational sports competitions etc. to promote the
physical and mental health of employees.

B. In addition to participation in Labor Insurance and the National Health Insurance, the
Company also provides coverage with group insurance for employees.

C. On-the-job professional skills training, management and language courses, health
seminars etc. for employees.

D. Distribution of three Chinese festival bonuses and birthday gifts.

Periodic health examination.

F. Establish employee bonus and share subscription regulations to share the results of the
Company's growth with employees in order to increase employee coherence.

m

Measures for Employee Training

The Company and subsidiaries have established occupational skills training systems in
accordance with the Company's vision, mission and long-term business goals and it also
developed occupational training plans for each expertise and level. The training methods
include courses, online learning, the knowledge base etc. with the goal of enhancing
employees' professional knowledge and skills as well as language, computer, management
and leadership skills. The training is managed through a Global Training System (GTS) to
strengthen online learning functions to allow employees to learn from the occupational
training system and development plans from anywhere. In addition, the Company also
provides recommendation for outstanding employees to study at domestic or foreign
colleges or institutions to further enhance employees' professional skills and allow
employees to develop international business capabilities by working with staff from foreign
companies. The total annual training fee for the employees of the Company and its
subsidiaries was close to NT$2.511 million and the average annual training hours for each
employee exceeded 28.29 hours. The man-hours and expenses for various types of training
are as follows:

Type Sessions T_o_tal Total hours | Total Expenses
Participants| (hour) (NT$1,000)

Training for New Employees 27 281 697 45

Professional Skills Training 782 6,753 13,722 1,221

Managerial Training 75 3,550 6,225 1,206

Self-Development Training 72 1,503 1,478 39

Total 956 12,087 22,121 2,511

A. Training for new hires: New hires are trained in several topics, including the general
conditions of the Company, work rules, related regulations on quality, safety, health, and
environmental management, and corporate culture.

B. Training of professional skills: Each department provides internal training that includes
lectures and hands-on practice for their employees or assigns them to attend external
courses and related training on professional subjects in accordance with their job
description, company business development requirements, or contractual or regulatory
requirements to increase their professional capacities.

C. Training of management skills: The Human Resources Department and the business unit
organize management courses in accordance with the status and development
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requirements of the Company and allow unit supervisors to assign personnel to
participate in the courses.

D. Self-improvement training: The Company provides English language training courses to
improve employees' international communication capabilities and on-the-job training at
domestic or foreign institutes to enhance employees' professional knowledge.

E. Related employee training courses are implemented in accordance with the "Employee
Education Management Regulations".

(3) Implementation Status of the Pension System

The "Labor Pension Regulations" of the employee pension system is established in
accordance with regulations in the Labor Standards Act. Dedicated labor pension fund
accounts are also established to set aside workers' retirement reserve funds each month to
be deposited at the dedicated accounts in the Bank of Taiwan.

Starting on July 1, 2005 with the implementation of the new system for labor pension, the
Company inquires its employees whether they wish to adopt the new system or the old
system. The Company has set aside 6% of the monthly salary for employees who have opted
for the new labor pension system and deposited the funds into the employees' personal
pension account to safeguard their lives after retirement.

(4) Labor Agreement Status

The Company has always maintained a business model of participation of all employees in
which the supervisors and staff members in each department conduct effective
communication through periodic meetings and training; periodic labor relation meetings are
also conducted in which labor representatives can communicate directly and effectively with
management on various rights and benefits to ensure harmonious labor relations.

(5) Employee Benefit Protection Measures

The Company has established the Employees’ Welfare Committee and the Supervisory
Committees of Workers' Retirement Reserve Funds as well as setting aside employee welfare
funds and workers' retirement reserve funds in accordance with regulations.

5.5.2 Losses arising as a result of labor disputes in the recent year up until the publishing date of this
annual report and disclosure of potential current and future losses and countermeasures:
In the most recent years and as of date of the publication of the annual report, there are no labor
disputes that incurred losses.
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5.6 Important Contracts
ECOVE owns four main subsidiary companies including ECOVE Environment Services, ECOVE Wujih
Energy, ECOVE Waste Management and ECOVE Miaoli Energy. The important contracts for each
individual company are described below:

(1) ECOVE Environment Services Corporation

Nature of Commencement/ .
Contract Counterparty Expiration Date Content Restrictions
ng\‘/'i\é'e Taiciiio‘;i . 2001.08.15  |0&M Services for Houli None
9 Y 2021.08.14  |Efw Plant
Contract Government
ng\‘/'i\é'e ECOVEWujih | 2004.09.10  |0&M Services forWujin |\
Energy Corp. ~2024.09.09 BOT EfW Plant
Contract
ng\‘/'i\é'e EPB OI:iKee'“r‘g 2006.03.27  |0&M Services for None
Y ~2026.03.26  |Keelung EfW Plant
Contract Government
nglli\(/:le ECOVE Miaoli 2008.02.29 O&M Services for Miaoli None
Energy Corp. ~2028.02.28 BOT EfW Plant
Contract
Southern
Taiwan Science .
O&M | bk Bureau, 20181201  |O&M Servicesfor
Service .. Southern Taiwan Science None
Minister of ~2023.11.30
Contract . Park Efw Center
Science and
Technology
O&M Taoyu_an 2018.01.01 O&_M Serwc_es for
Service International ~2020.12.31 Incinerator in Taoyuan None
Contract | Airport Corp. o International Airport
Taiwan Sugar
Corp.
Dept. of
Technical Environmental Assist in The
Service Protection- 2017.07.07 Improvement of The None
Contract Environmental ~2021.11.09 Effectiveness of
Protection Gangshan EfW Plant
Business
Operation
Center
Water
ng\;li\(/:le gssguﬁ:\f\l 2018.01.01 O&M Services for Linkou None
P v ~2020.12.31 Water Resources Center
Contract Taipei City
Government
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(2)

ECOVE Woujih Energy Corporation

Nature of

Commencement

Contract Counterparty date/expiration date Content Restrictions
The construction and
operations of Wujih BOT
Waste 9000.09~2004.09 Waste_Resource
Resources . Recycling Plant were
. (Construction) 4
Recycling . . carried out through
Taichung City : .
Plant private investment and None
. Government 2004.09.06 . .
Construction the special operations
~2024.09.05 e .
and (Operations) permit is valid for 20
Operations P years starting on the
commercial operations
date (September 6, 2004)
The annual contract |According to the
Qualified which commenced |regulations in the Energy
Cogeneratio on August 2, 2004 is |Administration Act, the
n Power | Taiwan Power automatically electricity produced by
o None
System Company renewed each year |the qualified
Electricity before its expiry if |cogeneration system at
Sales both parties file no |Wujih Plant is sold to
objections. Taiwan Power Company
ECOVE . ..
Operations | Environment 2004.09.10 O&M Services of Wujih
) . BOT Waste Resource None
Services Services ~2024.09.09 .
: Recycling Plant
Corporation
ECOVE Waste Management Corporation
Nature of Commencement/Exp -
Contract Counterparty iration Date Content Restrictions
Taiwan
Waste . . .
disposal and Semiconductor 2016.05.01 Industrial waste disposal None
. Manufacturing ~2019.04.30 and processing
processing
Company
disvx{;‘:im q Innolux 2017.08.01 Industrial waste disposal None
posal: Corporation ~2019.04.30 and processing
processing
Gengliang 2016.01.01
Waste Envwonm_ental ~2_018_.12.31 Houli EfFW plant delegate
managemen| Protection | No objection before . None
) ) - waste disposal and
t services |Enterprise Co., | expiration, one year .
: processing
Ltd. extension
Entrust_ed to EPB of Miaoli 2016.02.01 Receiving and managing
receive ~2019.01.31 : L
County o waste into Miaoli EfW None
waste If no objection, one
. Government . Plant
services year extension
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(4)

ECOVE Miaoli Energy Corporation

Nature of

Commencement/Exp

Contract Counterparty iration Date Content Restrictions
The construction and
operations of Miaoli BOT
Waste EfW Plant were carried
Resources .
Recycling out through private
Miaoli County 2008.02.29 investment and the
Plant . . . None
. Government ~2028.02.28 special operations permit
Construction . .
and is valid for 20 years
. starting on the
Operations . .
commercial operations
date (February 29, 2008)
The annual contract |According to the
Qualified which commenced |regulations in the Energy
Cogeneratio onJanuary 4, 2010 is [Administration Act, the
n Power | Taiwan Power automatically electricity produced by
o None
System Company renewed each year |the qualified
Electricity before its expiry if |cogeneration system at
Sales both parties have no [Miaoli Plant is sold to
objections Taiwan Power Company
The operations of Miaoli
Operations Env?foa\r/r?ent 2008.02.29 2(? T(Ez:\rgl si::r:itnShslrll lt:)rtlae None
Services ~2028.02.28 y J

Services Corp.

commercial operations
date (February 29, 2008)
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VI. Financial Information
6.1 Condensed Financial Statement for the Recent 5 Years
6.1.1 Condensed Consolidated Balance Sheet

1. Condensed Consolidated Balance Sheet —International Financial Reporting Standards
Unit: NT$ thousands

Year Five-Year Financial Summary
2014
(adjusted) 2015 2016 2017 2018

Item (Note 1)
Current Assets 3,323,216 | 3,883,204 | 3,881,133 | 3,705,572 | 3,574,782
Property, Plant and 9
Equipment 60,915 51,075 54,433 73,244 | 2,131,233
Intangible Assets 0 0 0 0 136,153
Other Assets 3,851,352 | 3,721,835 | 3,385,661 | 3,278,313 | 3,233,539
Total Assets 7,235,483 | 7,656,114 | 7,321,227 | 7,057,129 | 9,075,707

Before
current distribution 1,638,459 | 1,958,674 | 1,417,281 | 1,326,188 | 1,496,920
Liabilities After

distribution 2,245,708 | 2,598,026 | 2,174,453 | 1,973,501 | (Note2)
Non-current Liabilities 912,233 785,792 639,172 500,059 | 2,157,428

Before
Total distribution 2,550,692 | 2,744,466 | 2,056,453 | 1,826,247 | 3,654,348
Liabilities After

distribution 3,157,941 | 3,383,818 | 2,813,625 | 2,473,560 | (Note2)
Equity Attributable to
Shareholders of The 4,231,476 | 4,438,954 | 4,682,057 | 4,683,639 | 4,878,238
Parent
Capital Stock 649,865 658,627 664,614 668,106 671,051
Capital Surplus 1,977,434 | 2,069,266 | 2,126,850 | 2,161,029 | 2,193,473

Before
Retained distribution 1,592,699 | 1,686,052 | 1,888,608 | 1,886,788 | 2,015,957
Earnings After

distribution 985,450 | 1,046,700 | 1,131,435 | 1,239,475 | (Note2)
Other Equities 11,478 25,009 1,985 (32,284) (2,243)
Treasury Stocks 0 0 0 0 0
Non-controlling Interests 453,315 472,694 582,717 547,243 543,121

Before

_ distribution 4,684,791 | 4,911,648 | 5,264,774 | 5,230,882 | 5,421,359

Total Equity After

distribution 4,077,542 | 4,272,296 | 4,507,602 | 4,583,569 | (Note2)

Notel: The 2013 and 2014 financial statements adopted the “2014 version of IFRS”.
Note2: The 2018 earnings distribution has not been resolved by the Shareholder’s Meeting,
hence not applicable.
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2. Condensed Balance Sheet - International Financial Reporting Standards

Unit: NT$ thousands

Year Five-Year Financial Summary
2014
(adjusted) 2015 2016 2017 2018

Item (Note 1)
Current Assets 331,043 514,494 749,527 887,292 353,227
Property, Plant and 0 0 0 0 0
Equipment
Intangible Assets 0 0 0 0 0
Other Assets 3,942,182 | 3,943,102 | 3,957,046 | 3,820,164 | 4,555,817
Total Assets 4,273,225 | 4,457,596 | 4,706,573 | 4,707,456 | 4,909,044

Before
current  |distribution 40,554 18,276 20,858 21,610 28,059
Liabilities |After

distribution | 647,803 657,628 778,031 668,923 | (Note2)
Non-current Liabilities 1,195 366 3,658 2,207 2,747

Before
Total distribution 41,749 18,642 24,516 23,817 30,806
Liabilities |After

distribution | 648,998 657,994 781,689 671,130 | (Note2)
Equity Attributable to
Shareholders of The 4,231,476 | 4,438,954 | 4,682,057 | 4,683,639 | 4,878,238
Parent
Capital Stock 649,865 658,627 664,614 668,106 671,051
Capital Surplus 1,977,434 | 2,069,266 | 2,126,850 | 2,161,029 | 2,193,473
Retained Szi?irlfution 1,592,699 | 1,686,052 | 1,888,608 | 1,886,788 | 2,015,957
Earnings |After

distribution | 989:450 | 1,046,700 | 1,131,435 | 1,239,475 (Note2)
Other Equities 11,478 25,009 1,985 | (32,284) (2,243)
Treasury Stocks 0 0 0 0 0
Non-controlling
Interests 0 0 0 0 0

Before
Total distribution |4231476 | 4,438,954 | 4,682,057 | 4,683,639 | 4,878,238
Equity  [After

distribution |3:624.227 | 3,799,602 | 3,924,884 | 4,036,326 | (Note2)

Notel: The 2013 and 2014 financial statements adopted the “2014 version of IFRS”.
Note2: The 2018 earnings distribution has not been resolved by the Shareholder’s Meeting,
hence not applicable.
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6.1.2 Condensed Statement of Comprehensive Income

1. Condensed Consolidated Income Statement - International Financial Reporting Standards
Unit: NT$ thousands

Year

Item

Five-Year Financial Summary

2014
(adjusted)
(Note 1)

2015

2016

2017

2018

Operating Revenues

3,925,027

4,078,753

4,955,565

4,479,587

4,847,096

Gross Profit

1,033,231

1,059,988

1,800,412

1,259,257

1,307,638

Operating Income

862,832

894,114

1,627,183

1,077,417

1,128,916

Non-Operating
Income & Expenses

69,663

74,765

30,943

38,926

105,854

Income Before
Income Tax

932,495

968,879

1,658,126

1,116,343

1,234,770

Net Income from
continuing
operations

796,686

838,559

1,430,668

959,424

980,472

Net Income(Loss)

796,686

838,559

1,430,668

959,424

980,472

Other
Comprehensive
Income (Income
after tax)

33,473

5,678

(31,661)

(53,608)

(3,707)

Total
Comprehensive
Income

830,159

844,237

1,399,007

905,816

976,765

Net Income
Attributable to
Shareholders of
The Parent

678,857

710,370

848,097

761,339

806,912

Net Income
Attributable to
Non-controlling
Interests

117,829

128,189

582,571

198,085

173,560

Total
Comprehensive
Income (Loss)
Attributable to
Shareholders of
the Parent

705,195

714,133

818,884

721,084

806,087

Total
Comprehensive
Income (Loss)
Attributable to
Non-controlling
Interests

124,964

130,104

580,123

184,732

170,678

Earnings Per Share
(NT$)

10.55

10.84

12.80

11.41

12.04

Notel: The 2014 financial statements adopted the “2013 version of IFRS™.
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Condensed Income Statement - International Financial Reporting Standards

Unit: NT$ thousands

Year Five-Year Financial Summary
2014
(adjusted) 2015 2016 2017 2018
Item (Note 1)
Operating Revenues 710,483 731,917 880,677 791,864 788,260
Gross Profit 710,483 731,917 880,677 791,864 788,260
Operating Income 658,495 685,246 832,195 742,069 737,985
Non-Operating Income &
Expenses 23,899 27,153 19,023 21,923 78,090
Income Before Income Tax 682,394 712,399 851,218 763,992 816,075
Net Income from
continuing operations 678,857 710,370 848,097 761,339 806,912
Net Income(Loss) 678,857 710,370 848,097 761,339 806,912
Other Comprehensive
Income (Income after tax) 26,338 3,763 (29,213) (40,255) (825)
Total hensi
o Comprehensive 705195 | 714133 | 818884 | 721,084 | 806,087
ncome
Net Income Attributable
to Shareholders of The 678,857 710,370 848,097 761,339 806,912
Parent
Net Income Attributable
to Non-controlling 0 0 0 0 0
Interests
Total Comprehensive
Income (Loss) Attributable
to Shareholders of the 705,195 714,133 818,884 721,084 806,087
Parent
Total Comprehensive
Income (Loss) Attributable
to Non-controlling 0 0 0 0 0
Interests
Earnings Per Share (NT$) 10.55 10.84 12.80 11.41 12.04
Notel: The 2014 financial statements adopted the “2013 version of IFRS™.
6.1.3 Auditors’ Opinions in Past Five Years:
CPA Firm/Year 2014 2015 2016 2017 2018
Huei-Shyang  Shyh-Rong Shyh-Rong Shyh-Rong Shyh-Rong
. Wang Ueng Ueng Ueng Ueng
PriceWaterhouseCoopers - o\ chiung  Shu-Chiung  Shu-Chiung  Shu-Chiung  Shu-Chiung
Chang Chang Chang Chang Chang
- modified o o ..
Auditing Opinion unqL_Ja!lfled unqualified unqL_Ja!lfled unqga!lfled unqL_Ja!lfled
opinion opinion opinion opinion opinion
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6.2 Financial Analysis for the Recent 5 Years

1. Consolidated Financial Ratio Analysis -International Financial Reporting Standards

Five-Year Financial Summary
Year 2014
Item (adjusted) 2015 2016 2017 2018
(Note 1)
Debt to Asset Ratio 35.25 35.85 28.09 25.88 40.27
Financial |Long-term Funds to
Structure (% Properties, Plants
(%) and Equipment 9,188.25 11,155.05 10,846.26 7,824.45 355.61
Ratio
Current ratio 202.83 198.26 273.84 279.42 238.81
Liquidity (%) |Quick ratio 196.92 189.75 262.32 259.95 216.74
Interest Coverage
Ratio 6,581.06 9,679.58 28,575.46 29,163.86 16,601.00
Accounts Receivable
Turnover (times) 4.19 4.05 4,93 4.60 4,71
Average Collection
Period (days) 87.11 90.12 74.03 79.34 77.49
Inventory Turnover
(times) N/A N/A N/A N/A N/A
Accounts Payable
Operating |Turnover (times) 5.06 4.22 4.13 4.68 5.86
Performance |Average Inventory
Turnover Period N/A N/A N/A N/A N/A
(Days)
Properties, Plant
and Equipment 68.96 72.84 93.94 70.17 4.40
Turnover (times)
Total Assets
Turnover (times) 0.55 0.55 0.66 0.62 0.60
Return on Assets
(%) 9.68 9.65 11.39 10.63 10.08
Return on Equity
(%) 16.51 16.39 18.60 16.26 16.88
Profitability |Income before tax
to Capital Ratio (%) 143.75 147.16 249.49 167.09 184.01
Net Margin (%) 17.30 17.42 17.11 17.00 16.65
Earnings per share
(NT$) 10.55 10.84 12.80 11.41 12.04
Cash flow Ratio (%) 73.06 62.34 61.68 90.49 104.61
Cash flow adequacy
Cash flow  |Ratio (%) 217.90 223.77 215.38 183.67 131.80
Cash reinvestment
Ratio (%) 10.76 10.54 3.90 7.58 9.29
Operating leverage 4,55 4.56 3.05 4.16 4.29
Leverage : :
Financial leverage 1.02 1.01 1.00 1.00 1.01

Notel: The 2014 adopted the “2013 version of IFRS”, and the financial statements for the prior periods were
retroactively adjusted.

128



2. Financial Ratio Analysis -International Financial Reporting Standards

Five-Year Financial Summary
Year 2014
[tem (adjusted) 2015 2016 2017 2018
(Note 1)
Debt to Asset Ratio 0.98 0.42 0.52 0.51 0.63
Financial || ong-term Funds to
Structure (%) |properties, Plants and N/A N/A N/A N/A N/A
Equipment Ratio
Current ratio 816.30 2,815.13 3,593.47 4,105.93 1,258.87
Liquidity (%) (Quick ratio 816.27 | 2,815.13 | 3,593.47 | 4,105.93 1,258.87
Interest Coverage Ratio 138,797.97 (393,690.61 N/A N/A N/A
Accounts Receivable
Turnover (times) N/A N/A N/A N/A N/A
Average Collection Period
(days) N/A N/A N/A N/A N/A
Inventory Turnover (times) N/A N/A N/A N/A N/A
_ Accounts Payable Turnover
Performance |Average Inventory
Turnover Period (Days) N/A N/A N/A N/A N/A
Properties, Plant and
Equipment Turnover N/A N/A N/A N/A N/A
(times)
Total Assets Turnover
(times) 0.17 0.17 0.19 0.17 0.16
Return on Assets (%) 16.32 16.28 18.51 16.17 16.78
Return on Equity (%) 16.51 16.39 18.60 16.26 16.88
Profitabill Income before tax to
ty Capital Ratio (%) 105.19 108.20 128.08 114.35 122.15
Net Margin (%) 95.55 97.06 96.03 96.15 102.37
Earnings per share (NT$) 10.55 10.84 12.80 11.41 12.04
Cash flow Ratio (%) 1,126.10 | 3,597.77 | 1,296.98 | 4,882.29 2,793.22
Cash flow adequacy Ratio
Cash flow (%) 105.69 110.23 93.86 103.04 99.21
Cash reinvestment Ratio
(%) (Note2) 0.77 (Note2) 6.36 2.34
Operating leverage 1.08 1.07 1.06 1.07 1.07
Leverage : :
Financial leverage 1.00 1.00 1.00 1.00 1.00

Notel: The 2014 adopted the “2013 version of IFRS”, and the financial statements for the prior periods were
retroactively adjusted.

Note2: If cash dividends is deducted from net cash flow from operating activities which is negative, the ratio is
not applicable.
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The formulas for the above table:

1.

Financial Structure

(1) Debts to Assets Ratio = Total Liabilities / Total Assets
(2) Long-term Funds to Properties, Plants and Equipment Ratio = (Total Shareholders' Equity plus Noncurrent
Liabilities) / Net of Properties, Plants and Equipment

Liquidity
(1) Current Ratio = Current Assets / Current Liabilities

(2) Quick Ratio = (Current Assets - inventory - Prepaid Expense) / Current Liabilities
(3) Interest Coverage Ratio = (Net Income before Income Tax and Interest Expenses) / Interest Expense

Operating Performance

(1) Account Receivable Turnover = Net Sales / Average Accounts Receivable

(2) Average Collection Period = 365/ Accounts Receivable Turnover

(3) Inventory Turnover = Costs of Goods Sold / Average Inventory

(4) Accounts Payable Turnover = Costs of Goods Sold / Average Accounts Payable

(5) Average Inventory Turnover Period = 365 / Inventory Turnover

(6) Properties, Plant and Equipment Turnover = Net Sales / Average of Net Properties, Plants and Equipment.
(7) Total Assets Turnover Ratio = Net Sales / Average of Total Assets

Profitability Analysis

(1) Return on Assets =[Net Income +Interest Expensex(1-Tax Rate)] / Average Total Assets

(2) Return on Equity =Net Income / Average Shareholders’ Equity

(3) Net Margin = Net Income / Net Sales

(4) Earnings per Share = (Net Income Attribute to Controlling Interest - Preferred Stock Dividend) / Weighed-
average Number of Outstanding Shares

Cash Flow

(1) Cash Flow Ratio = Cash Flows from Operating Activities / Current Liabilities

(2) Cash Flow adequacy Ratio = Net Cash Flow from Operating Activities for the past 5 years / (Capital
Expenditure + Increase in Inventory + Cash Dividends) for the past 5 years

(3) Cash Reinvestment Ratio = (Net Cash Flow from Operating Activities - Cash Dividends) / (Gross Properties,
Plants and Equipment + Long-term Investment + Other Noncurrent Assets + Working Capital)

Leverage Ratio

(1) Operating Leverage = (Net Sales - Variable Operating Costs and Expenses) / Operating Income
(2) Financial Leverage = Operating Income / (Operating Income-Interest Expenses)
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6.3 Audit Committee’s Review Report in the Most Recent Year
Audit Committee's Review Report

The Board of Directors has prepared the Company’s 2018 Business
Report, Financial Statements (both consolidated and individual), and
proposal for allocation of profits. The CPA firm of
PriceWaterhouseCoopers was retained to audit ECOVE Environment
Corporation’s Financial Statements and has issued an audit report
relating to the Financial Statements. The Business Report, Financial
Statements, and profit allocation proposal have been reviewed and
determined to be correct and accurate by the Audit Committee
members of ECOVE Environment Corporation. According to Article
14-4 of the Securities and Exchange Act and Article 219 of the

Company Act, we hereby submit this report.

ECOVE Environment Corporation.

r i ' r
I-"".-' o

Chairman of the Audit Committee; Shean Bii Chiu _4ta7 = - [

Dated March 8", 2019.

6.4 Consolidated Financial Statements and Independent Auditors’ Report in the Most Recent Year
Please refer to the Appendix 1

6.5 Financial Statements and Independent Auditors’ Report in the Most Recent Year
Please refer to the Appendix 2

6.6 Impact of the Financial Distress Occurred to the Company and Affiliates in the Recent Years until
the Annual Report being published: None
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VII. Review of Financial Conditions, Operating Results, and Risk Management

7.1 Analysis of Financial Status

7.1.1 Analysis of Financial Status

Unit: NT$ thousands

Year Difference
Item 2017 2018 Amount %
Current Assets 3,705,572 3,574,782 | (130,790) (3.53)
Non-current Assets 3,351,557 5,500,925 | 2,149,368 64.13
Total Assets 7,057,129 9,075,707 | 2,018,578 28.60
Current Liabilities 1,326,188 1,496,920 170,732 12.87
Non-current Liabilities 500,059 2,157,428 | 1,657,369 331.43
Total Liabilities 1,826,247 3,654,348 | 1,828,101 100.10
Equity attributable to | gaq gaq 4,878,238 | 194,599 4.15
owners of the parent
Non-controlling 547,243 543,121 |  (4122) (0.75)
interest
Total Equity 5,230,882 5,421,359 190,477 3.64
Note: Analysis of the changes in the increase or decrease of the proportion of up to

20% and the amount which more than 10 million dollars:

- Increase in total non-current assets and total assets: Mainly due to the
merger of ECOVE Solar Energy Corp. this year. The real estate, plants and
equipment increased by 1,602.051 million dollars.

- Increase in total non-current liabilities and liabilities: Mainly due to the
merger of ECOVE Solar Energy Corp. this year. The long-term borrowings
increased by 1,547.854 million dollars.

7.1.2 The evaluation basis of the balance sheet valuation items

[tem|B/S valuation item | Evaluation reference | Evaluation basis
1 Cl}/é%ré%?%%sg?;s Spot rate on Compute exchange gain or loss based on the spot
foreign currency balance sheet date |rate
Financial
instruments Fair market value
2 |carried at fair on balance sheet |Evaluate based on the fair market value
value and date
available for sales
The evaluation and assessment of allowances for
bad debts are based on the credit risk assessment
of customers and are classified as good customers,
4o |general customers and individual evaluation
Esfdegngg ;)tb{ﬁgtlve customers, and the revaluation of their possible
3 Allowances for balance sheet date E?,Z?anréefs'ga?gsgd on the ageing analysis of the
doubtful accounts |and customer gory.
credit risk Note: For receivables from related parties, no
assessment provision for allowance for bad debts exists.
If there is a special credit risk for the trader,
the actual situation is assessed and the bad
debts are listed according to their risks.
Allowances for
obsolescence and Lower of aggregate .
4 market value cost or market Inventory are comparison of the same category.
decline value
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7.1.3 The fair value of the financial product (not including stock and depository receipts) depends on
buy price or selling price: None

7.1.4 The depreciated and useful lives of property, plant and equipment:

Property, plant and equipment are initially recorded at cost. Borrowing costs incurred during the
construction period are capitalized.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably. The carrying amount of
the replaced part is derecognized. All other repairs and maintenance are charged to profit or loss
during the financial period in which they are incurred.

Land is not depreciated. Other property, plant and equipment apply cost model and are
depreciated using the straight-line method to allocate their cost over their estimated useful lives.
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 must be depreciated separately.

The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if
appropriate, at each financial year-end. If expectations for the assets’ residual values and useful
lives differ from previous estimates or the patterns of consumption of the assets’ future economic
benefits embodied in the assets have changed significantly, any change is accounted for as a
change in estimate under 1AS 8, ‘Accounting Policies, Changes in Accounting Estimates and Errors’,
from the date of the change.

The estimated useful lives of property, plant and equipment are as follows:

Buildings and structures 6~26 years
Machinery and equipment 3~20 years
Transportation equipment 3~7 years
Others 3~5 years
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7.2 Financial Performance

(1)

Analysis of Financial Performance

Unit: NT$ thousands

Year 2017 2018 Difference
Item Amount %
Operating Revenue 4,479,587 4,847,096 367,509 8.20%
Less: Sales Returns 0 0 0 0.00
Net Operating Revenue 4,479,587 4,847,096 367,509 8.20%
Operating Costs (3,220,330) | (3,539,458) | (319,128) (9.91%)
Gross Profit 1,259,257 1,307,638 48,381 3.84%
Operating Expenses (181,840) (178,722) 3,118 1.71%
Operating Income 1,077,417 1,128,916 51,499 4.78%
Non-operating Income and expenses 38,926 105,854 66,928 | 171.94%
Profit before Income Tax 1,116,343 1,234,770 118,427 10.61%
Income Tax Expense (156,919) (254,298) (97,379) | (62.06%)
Non-controlling Interest (198,085) (173,560) 24,525 12.38%
Ln;r(;rrr]\te attributable to owners of the 761339 806,912 45573 5.99%
Note: Analysis of the changes in the increase or decrease of the proportion of up to 20% and
the amount which more than 10 million dollars:

- Non-operating income and expenses increased: increase in non-operating exchange
gains compared to 2018 and the acquisition of ECOVE Solar Energy Corp. Due to the
valuation report, the shareholding evaluation held before the acquisition is 29.043
million dollars.

- Income tax expenses increased: 2018 business income tax rate increased from 17%
to 20%, and evaluation of deferred income tax liabilities.

(2) The expected sales and its basis, and the possible impact on the company's future financial
operations and response plans for the upcoming year:
The main business scope of the Company and its subsidiaries include resources, energy and
engineering services. The Company plans to expand the existing core capabilities in waste disposal
and actively expand into overseas markets to maximize value for the Company and shareholders.
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7.3 Cash Flow
(1) Cash Flow Analysis for the Past 2 Year

Unit: NT$ thousands

Year 2017 2018 Difference ratio (%)
Item
Cash Flow Ratio (%) 90.49 104.61 14.12
Fund Flow Adequacy Ratio (%) 183.67 131.80 (51.87)
Cash Re-investment Ratio (%) 7.58 9.29 1.71

Explanation to changes:

1. Cash flow ratio increased due to increase in net cash flow from operating activities.

2. Fund flow adequacy ratio decreased due to cash dividends increase for the past 5 years.

3. Cash re-investment ratio increased due to increase in net cash flow from operating activities.

(2) Analysis of Cash Liquidity

The cash inflow of Year 2018 is NT$114,793 thousands. The cash balance in the end of the year
is NT$1,543,462 thousands. Cash liquidity is fine.

(3) Analysis of Cash Liquidity for the Coming Year
Unit: NT$ thousands

Expected Net Leverage of Expected
Cas_h B_alance at Cash Outflow Expected Cash Expected Cash Cash Deficit
Beginning for the : Surplus
y from Operating |Inflow (Outflow) Defici
ear Activities (Deficit) Investment | Financing
Plans Plans
1,543,162 1,396,387 92,737 1,635,899 i i

1. Analysis of change in cash flow in Year 2019:
(1) Operating activities: The stable business growth will create net cash inflow.
(2) Investing activities: The cash outflow is mainly due to new business investment.
(3) Financing activities: The cash outflow is mainly due to cash dividends distribution.
2. Liquidity analysis and remedial measures against cash deficit: N/A

7.4 Major Capital Expenditure Items: None

7.5 Reinvestment Policy in Last Year, Main Causes for Profits or Losses, Improvement Plans and the
Investment Plans for the Coming Year

(1) Reinvestment Policy:
a. Focus on "strategic investments".

b.  Prioritize investment targets with supplementary or synergistic effects on the overall business
operations.

c. Prioritize projects regarding environmental protection, green energy, energy conservation
and carbon reduction, and resource recycling and reuse.

(2) Reinvestment Profits or Losses and Improvement Plans

The Company adopts the equity method for reinvestments based on long-term strategic goals. The
profits generated by reinvestments in 2018 amounted to NT$ 31,435 thousands based on the
equity method. The Company shall continue to conduct prudent assessments of investment
projects based on the principle of long-term strategies.

135



(3) Investment Plans in the Upcoming Year

a.

Expand related domestic businesses: such as participating in tenders for photovoltaics power
plant, Waste and Biomass Power Generation Marking and resource recycling and reuse
projects etc.

Actively pursue overseas businesses such as the investment and operations of EfW plants in
China, United States, ASEAN and India.

Actively develop new businesses to achieve substantial development performance in new
businesses such as resource recycling, renewable energy, energy conservation and carbon
reduction, and resource management etc. E.g.: Active investment in the kitchen waste
resources industry, photovoltaic power plants (PVPP) and development of related resource
recycling and reuse technologies to continue to cultivate and strengthen the development
basis for new renewable energy and resource management businesses.

7.6 Review of Financial Conditions, Financial Performance, and Risk Management
7.6.1 Effects of Changes in Interest Rates, Foreign Exchange Rates and Inflation on Corporate Finance and
Future Response Measures

(1) Interest rate

[tem 2017 2018
Interest Income 16,170 16,390
Interest Expense 3,841 7,483
Investment gain on money market fund 1,283 1,573
Sales 4,479,587 4,847,096
Net Income before Tax 1,116,343 1,234,770

Note 1: Besides equity products and deposits, the Company invests inactive money mainly in money

market funds, which highly correlate with market interest rates.

However, the investment gain on money market fund is not credited to interest income but
to gain on disposal of investment. Therefore, to analyze the effects of changes in interest
rates should consolidate interest income/expense and gain on disposal of money market fund.

Note 2: For inactive money, the Company will continue to look for higher-yield financial products with

safety and proper liquidity to achieve the purpose of earning stable investment profits.

A. ECOVE Environment Corporation

Besides equity products and deposits, the Company invests inactive money mainly in money
market funds, interest income/expense and investment gain on money market fund to sales and
net income before tax are slight, so the interest rate changes on the company's profitability is
limited. However, the Company has formulated the following specific measures based on sound
and conservative considerations:

The concrete methods as below,

a.
b.

Look into interest rate changes to take appropriate and timely actions.

If the interest rate decreases, loans with lower interest rate will be repaid the loans with
higher interest rate. If the interest rate increases, the possibility of premium capital increase
will be evaluated to decrease dependency on financial institutions.
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(2)
(3)

ECOVE Environment Services Corporation

Besides equity products and deposits, the Company invests inactive money mainly in money
market funds, interest income/expense and investment gain on money market fund, there is no
demand for borrowing from financial institutions due to good operating conditions. The impact
of the company's profit is limited. For inactive money, the Company will continue to look for
higher-yield financial products with safety and proper liquidity to achieve the purpose of earning
stable investment profits.

ECOVE Wujih Energy Corporation

Besides equity products and deposits, the Company invests inactive money mainly in money
market funds, interest income/expense and investment gain on money market fund, there is no
demand for borrowing from financial institutions due to good operating conditions. The impact
of the company's profit is limited. For inactive money, the Company will continue to look for
higher-yield financial products with safety and proper liquidity to achieve the purpose of earning
stable investment profits.

ECOVE Waste Management Corporation

Besides equity products and deposits, the Company invests inactive money mainly in money
market funds, interest income/expense and investment gain on money market fund, there is no
demand for borrowing from financial institutions due to good operating conditions. The impact
of the company's profit is limited. For inactive money, the Company will continue to look for
higher-yield financial products with safety and proper liquidity to achieve the purpose of earning
stable investment profits.

ECOVE Miaoli Energy Corporation

Besides equity products and deposits, the Company invests inactive money mainly in money
market funds, interest income/expense and investment gain on money market fund. In addition,
the BOT of Miaoli County's waste incineration plant was raised with the Mega Commercial Bank
to raise funds for medium and long term loans projects. As a result, the proportion of interest
expenses to net operating expenses decreased year by year. Accounting for only 1.10% of the
sales, the interest rate changes on the company’s profitability is limited. However, the Company
is based on a sound and conservative consideration, the funds deposited in the reputable
financial institutions, and with its smooth flow of the pipeline in order to obtain preferential
interest rates.

Foreign exchange rates: None

Assessment of inflation

Item 2017 2018
Consumer price index (CPI) 100.62 101.98
Consumer Price Index Annual
Growth Rate (%) 0.62 1.35

Source: Directorate General of Budget, Accounting and Statistics, Executive Yuan

In 2017, the consumer price index was 100.62 with an annual growth rate of 0.62%. The reason
was affected by the rising cigarette tax effect from the fourth quarter, resulting in a 2.18% increase
in miscellaneous items and a 1.73% increase in international transportation costs as a result of
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rising crude oil prices. Accounting and Statistics calculates that the annual growth rate of the
consumer price index for 2018 is 1.21%. The Taiwan Economic Research Institute believes that the
economic growth rate of 2018 for the whole year will be approximately the same as that of 2017,
mainly due to the continued expansion of private investment, the timely launch of government
forward-looking infrastructure, and the increase in corporate profits and salary to facilitate
consumer growth. It is expected that the prices of international raw materials will remain stable,
and it will be difficult for domestic prices to rise sharply.

As the company is mainly based on the investment income of the environmental protection
industry, the environmental protection industries of its holding subsidiaries are limited by the
impact of inflation. In the future, the Company will refer to changes in prices at home and abroad
to avoid major changes in operating costs and to erode the profits of the company.

7.6.2 The Policies, Main Causes of profit or loss and response measures for the high risk and high
leveraged investment, endorsements or guarantees for others, lending to others and derivative
financial instruments :

Risk items Executable situation Policy and response measures
The corporation provide Lending to others are deal with
Lending to others lending amount to ECOVE i Re_gulatlonS Governing
Endorsements or guarantees
Endorsements or The Corporation provide for others _are deal Wlth
rees for oth guarantee amount to ECOVE | ' Regulations Governing
guarantees for others Solar Energy Corp. Maklng of Endorsements/
Guarantees

7.6.3 Future R&D Projects and Estimated R&D Expenditure:

(1) Integrate and search for external new technologies such as gasification technologies for refuse-
derived fuel that effectively lowers pollution of gas emissions. Advanced gasification technologies
are better options for processing specific waste. Jointly develop incineration technologies,
including plasma gasification boilers and fluid-bed gasification boilers, for managing industrial
waste.

(2) Integration of technologies to develop smart management, control technologies (such as remote
control room, incidents review of emergency repair , high-temperature camera inspection for the
boilers, real-time personnel positioning, advanced burning control systems etc.). The integrated
operating index (I0OI) of various plants can also be viewed on mobile devices (such as case history
preloaded for plant inspection electronic assistant, LINE application in 10l platforms etc.) so that
anomalies can be promptly controlled instantly and the O&M efficiency are improved. In addition,
it also increases the efficacy of employee training and education (such as VR education and
training for 3D models, tours, and educational applications). The amount of investment this year
was approximately NT$6 million.

7.6.4 Effects of and Response to Changes in Policies and Regulations Relating to Corporate Finance and
Sales: None

7.6.5 Effects of and Response to Changes in Technology and in Industry Relating to Corporate Finance and
Sales: None

138



7.6.6 The Impact of Changes in Corporate Image on Corporate Risk Management, and the Company’s

Response Measures: None

7.6.7 Expected Benefits from, Risks Relating to and Response to Merger and Acquisition Plans

The Company integrates resources of the group to provide subsidiary companies with necessary
professional management and assistance to allow them to focus on professional realms where their
core competitiveness lies. The Company also integrates related resources in order to achieve optimal
efficiency in O&M to attract top professionals. Enhance the quality and quantity of team work to
develop new strategic businesses efficiently.

7.6.8 Expected Benefits from, Risks Relating to and Response to Factory Expansion Plans:

Not Applicable

7.6.9 Risks Relating to and Response to Excessive Concentration of Purchasing Sources and Excessive

Customer Concentration: None

7.6.10 Effects of, Risks Relating to and Response to Large Share Transfers or Changes in Shareholdings by

Directors, or Shareholders with Shareholdings of over 10%

CTCI has the 57.31% stake and Parkwell Investment Corp. has 1.58% stake of the company. CTCl is
the biggest shareholder and the only one which take stake over 10%. Both of CTCI and Parkwell
Investment Corp. don’t plan to sell their stake recently. Considering that there may be a large
amount of risk of equity transfer or replacement, the company will continue to strive to expand
revenue and profits to gain the support and trust of major shareholders and investing public.

7.6.11 Effects of, Risks Relating to and Response to Changes in Control over the Company: None

7.6.12 Litigation or Non-litigation Matters

a.

CTCI Corporation and Mitsubishi Heavy Industries, Ltd. were joint venture in the Kaohsiung Country
Ren-Wu Resource Recovery Plant Project. The project completed on February 19, 2000 and accepted
by Environmental Protection Administration on May 16, 2000. CTCI claimed for release of the
guarantee bond in the amount of NTD 141,690 thousands, Environmental Protection Administration,
however, declined the request due to one unsolved dispute between Kaohsiung City Government and
O&M Contractor.

After CTCI remitted in NTD 73,253 thousands to bank for exempting from the execution of the
guarantee bond and filed a lawsuit to Taiwan Taipei District Court, Environmental Protection
Administration returned the amount of NTD 9,299 thousands to CTCI. As a result, CTCI reduced the
claim amount to NTD 63,954 thousands, with the interest in the amount of NTD 117 thousands and
the liguated damages in the amount of NTD 2,421 thousands. CTCI was then awarded a winning
adjudication except for the damages in the amount of NTD 1,708 thousands has been rejected.
Afterwards, the Environmental Protection Administration appealed to the Taiwan High Court but
failed. Further, the Environmental Protection Administration continued to appeal to the Taiwan
Supreme Court. This lawsuit is remanded by Taiwan Supreme Court twice and now is under the trial
of Taiwan High Court. The judgment of Taiwan High Court was not in favor of the assertion of
Environmental Protection Administration and Environmental Protection Administration appealed to
Taiwan Supreme Court for the third time. The judgment of Taiwan Supreme Court remanded this case
to Taiwan High Court. This lawsuit now is under the trial of Taiwan High Court. There is no material
impact to CTCI’s finance as well as business development so far.

CTCI Corporation, Ishikawajima-Harima Heavy Industries Co., Ltd., Resource Engineering Services Inc.
and East Construction Industry Co., Ltd were joint venture in the CPC Northern LNG Receiving
Terminal Project and entered into a contract on July 23, 2004. CTCI claimed for additional costs,
including direct and indirect costs, in the total amount of NTD 82,390 thousands for delay resulted
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from CPC Corporation’s contractor for another project and filed a lawsuit to Taipei District Court on
March 5, 2010. After reviewing related document itself, CTCI reduced the claim amount to NTD
71,448,016 on March 1, 2011. The judgments of Taipei District Court and Taiwan High Court were not
awarded to CTCI. CTCI appealed to Taiwan Supreme Court. The judgment of Taiwan Supreme Court
sustained CTCI’s appeal and remanded for retrial. This lawsuit now is under the trial of Taiwan High
Court. However, Taiwan High Court did not award to CTCI. CTCI appealed to Taiwan Supreme Court
again. Finally Taiwan Supreme Court rejected CTCI’s appeal. There is no material impact to CTCI’s
finance as well as business development so far.

c. CTCl Arabia Ltd., a subsidiary of CTCI Corporation, filed a lawsuit with Sinopec E&C Middle East Co.
Ltd. in 2015, resulting in failure to complete the work under the "IBN RUSHD-II Aromatic Project”
contractual agreement. Loss of work, compensation amounting to NT$836,921 (Saudi Uruguay
Dollars $97,500). At the same time, Sinopec E&C Middle East Co. Ltd. submitted to CTCI Arabia Ltd. a
loss suffered as a result of the termination of the "IBN RUSHD-II Aromatic Project” contract, which
required a compensation amount of NT$721,039 (Saudi Uruguay) $84,000 Qian Yuan), a lawyer
appointed by CTCI Arabia Ltd., a subsidiary company, stated that this case was examined by the
International Court of Arbitration ("ICC") of the International Chamber of Commerce, and that the
subsidiary company - CTCI Arabia Ltd. is actively fighting this lawsuit. There is no material impact to
CTCI’s finance as well as business development so far.

In conclusion, CTCI may be involved in the cases specified above, but these cases only involve CTCI
itself and not the Company. CTCI's losses in these cases will not have material impact on the
shareholder equity or stock transaction prices of the Company and it shall not constitute violations
of the principle of good faith.

(1) Affiliated enterprises:

a. ECOVE Environment Services Corporation (hereinafter referred to as the Company)
received a disposition (the original disposition) in the Bei-Huan-Kong No. 1031588875
Letter from New Taipei City Environmental Protection Department dated October 28, 2014
and the No. 1031041606 Appeal Decision Document from New Taipei City Government
which ordered the Company to pay an additional NT$54.267 million in Air Pollution Control
Fees. The Company rejected the disposition and filed a petition to cancel the original
disposition and appeal document on July 6, 2015. The case is how in progress at the Taipei
High Administrative Court. The attorney appointed by the Company determined that the
original disposition was illegal and ineffective and therefore the expenses have not been
included in the financial statements.

7.6.13 Directors, supervisors, managers and shareholders holding more than 10% shares whether take

place that the Article 157 of the securities law and the company is currently handling the situation
in the last two years: None
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Organization chart

7.6.14 Risk management organization framework

Chairman

General Manager

Executive |  RiskManagementand | Auditing
Secretary " Executive Committee h Dept.
I I I |
: Occupational | | Project risk L Quality
. tion
Inforr_rr:atrl_(;r; safety and | | (operation/ Orga:;;z; Control
securty health risks | [maintenance Process Risk

Responsibility

(1)

(2)

Risk Management Executive Committee

The committee meets quarterly and the main responsibilities of the committee are:

a.  Approve risk management policies and guidelines.

b. Review the unit's risk management report, strategy and proposed improvement plan.

c. Overseeing the risk management and control measures and improving the
implementation of the plan, communicating and communicating risk management
matters to all employees.

d. Review and evaluate the effectiveness of risk management measures, according to
which relevant units are required to propose improvement plans.

Each Unit Risk Management Committee

The department heads of the company's department heads and the board of directors,
general managers and general managers of the company's subsidiaries are responsible for
the department heads. Each unit risk management committee shall be fully responsible for
risk management, including the implementation of risk identification, assessment,
reporting, and daily control measures, and improvement of program improvement...etc.
accounting Division

The Accounting Division is responsible for compiling the financial statements of subsidiary
companies as well as identifying, evaluating, processing and monitoring the risks associated
with each department.

All employees

The implementation of daily risk management operations depends on continuous
implementation by all employees.

Executive Secretary

Appointed by the chief member of the Risk Management Executive Committee to be
responsible for the consolidation and tracking of the comprehensive management risk
management committee to ensure the continued effectiveness of the risk management
mechanism.
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Auditing Department

It is composed of professionals who are familiar with information systems, project
management, occupational safety and health decrees, quality control, and organization and
operation. They are responsible for auditing the risks of priority management after
discussing the resolutions with the Risk Management Executive Committee. The audit
results will be compiled quarterly after the resolution. Reporting to the Risk Management
Executive Committee, the Risk Management Executive Committee assesses whether to

adjust and increase or reduce risk management and control issues.

7.6.15 Other Major Risks

(1) Risks Associated with Limited Growth in Operations

A.

ECOVE Waste Management Corporation:

To pursue business growth, the ECOVE Waste Management also actively pursues
resource recycling opportunities based on collaboration with existing EfW plants. It
searches for waste material that can be reused. After hard work from multiple parties,
recycling and reuse of waste solvent and kitchen waste recycling were selected and
the Company is now actively pursuing technologies to shape future business
opportunities. It hopes to use its foundations in Taiwan to expand to markets in China
and Southeast Asia to achieve the goal of sustainable development.

ECOVE Wujih Energy Corporation:

Taichung City Government delivers a guaranteed amount of processable waste to
Waujih Plant in accordance with contract regulations. In addition, ECOVE Wujih Energy
is allowed to collect general industrial waste independently for processing at the
plant in accordance with the contract and environmental assessment regulations.
The total amount of waste delivered by Party A plus the general industrial waste
collected by Party B and the operation of the EfW plant have now been balanced but
the Company should still note the risks of changes in the volume of waste.

ECOVE Environment Services Corporation:

Starting in 2018, operations of EfW plants currently not operated by ECOVE
Environment Services are up for renewed tenders as contracts expire one by one.
ECOVE Environment Services shall work hard to obtain these contracts to increase
operational growth rate. In addition to operating EfW plants, ECOVE Environment
Services also actively pursues the update and upgrade services for mechanical and
electrical equipment, maintenance contracts mechanical and electrical equipment of
track MRT systems and operation services for the water resource industry. The
aforementioned markets have tremendous potential for development. In addition to
the aforementioned domestic businesses, ECOVE Environment Services is also
actively pursuing opportunities related to EfW plant processing facilities in China and
Southeast Asia.

ECOVE Miaoli Energy Corporation:

Miaoli County Government delivers a guaranteed amount of processable waste to
Miaoli Plant in accordance with contract regulations. However, due to the
exceptional performance of waste reduction efforts in Miaoli County, the amount of
waste produced by the County cannot satisfy the requirements for daily EfW by the
Plant. In recent years, the Miaoli Plant has been allowed to accept general industrial
waste for full-load operations of the EfW plant and maximize the profits in the sale
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of electricity. The current waste delivery and operation of the EfW plant have been
balanced but the Company should still note the risk of long-term shortage in the
volume of waste.

(2) Risks Associated with Bottom Ash Disposal and Operating Costs

A.

7.7 Other: None

ECOVE Wujih Energy Corporation:

a. The source of the bottom ash at Wujih Plant includes the waste delivered by the City

Government and the general industrial waste it independently collects. The City
Government portion is delivered to designated landfills or other places while the
independently collected portion is delivered to approve reuse processing plants in
compliance with current environmental protection policies. Therefore there is no risk
in the disposal of bottom ash.

. According to the provisions in the Company's contract with Taichung City Government,

the service charge is adjusted by adjustment variables including wholesale price
indexes such as salaries, mechanical equipment, chemical materials etc. Therefore,
when changes in international trends cause changes in raw material prices and wages,
the Company can make adjustments based on changes in the aforementioned
wholesale prices indexes in accordance with the contract with the City Government.
Therefore changes in raw material prices and wages have limited effects on the
Company's operating costs.

ECOVE Environment Services Corporation:

. When ECOVE Environment Services Corporation obtained operations of EfW plants, it

had already entered into agreements with various municipal governments or client
that the disposal of the bottom ash is not within the service scope of ECOVE
Environment Services Corporation but the Company shall transport the bottom ash to
designated places in accordance with the contract. Therefore, there is no risk in the
disposal of bottom ash.

. The agreed price calculation method in the contract regarding the disposal of waste is

adjusted according to changes commodity prices and labor salary index. Therefore,
changes in international conditions that cause changes in raw material prices and
wages have limited effect on operating costs.

ECOVE Miaoli Energy Corporation:

. The bottom ash at Miaoli Plant is delivered to designated landfills or other places. As

it is delivered to designated places by ECOVE Miaoli Energy, there is no risk in the
disposal of bottom ash.

According to the provisions in the Company's contract with Miaoli County Government,
the service charge is adjusted by adjustment variables including wholesale price
indexes such as salaries, mechanical equipment, chemical materials etc. Therefore,
when changes in international trends cause changes in raw material prices and wages,
the Company can make adjustments based on changes in the aforementioned
wholesale prices indexes in accordance with the contract with the County Government.
Therefore changes in raw material prices and wages have limited effects on the
Company's operating costs.
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VIII.  Special Disclosure
8.1 Summary of Affiliated Companies
8.1.1 Consolidated Business Report of Affiliates

i.  Organizational chart of the affiliates
April 1%, 2019
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ii. General information of the affiliates:

April 1, 2019 ; Unit: $Thousands

Company Date Of. Address Common Stock Major Business Activities
Incorporation Issued
The design, survey, construction and inspection of
CTCI Corp. 1979.04.06 |89, Sec. 6, Zhongshan North Rd., Taipei NTD 7,632,738 | arulous engineering and construction projects, plants,
machinery and eduipment and environmental
protection projects.
ECOVE Environment 1994.05.24 |10FI, 89, Sec. 6, Zhongshan North Rd., Taipei  [NTD 151,000  |Refuse EfW plant's operation, machinery and
Services Corp. equipment maintenance,etc.
ECOVE Wujih Energy 2000.05.19 |10FI, 89, Sec. 6, Zhongshan North Rd., Taipei  |NTD 300,000 | aSte services equipment installation, co-generation,
Corp. waste services and other environmental services, etc.
- Waste services, equipment and mechanical installation,
ECOVE Waste 2001.06.01 Nq.69, Ln. 373, Changchun St., Wujih Dist., NTD 20,000 waste clear, international trade and other
Management Corp. Taichung . .
environmental services, etc.
CTCI Chemicals Corp. 1999.08.04 |10FI, 89, Sec. 6, Zhongshan North Rd., Taipei  NTD 71,000 Lg‘g:ﬁt”a' chemicals” wholesale manufacturing and
. Rua Dr. Pedro Jose Lobo, ns 1-3, Edificio Banco . . .
SINOGAL-Waste Services 2009.06.25 |Luso Internacional.15 andar. salas 1501 e 1510, |MOP 4,000 Management of Wfaste recyclmg site and maintenance
Co., Ltd. of related mechanical and equipment etc.
em Macau
ECOVE Miaoli Energy 2002.11.07 |10FI, 89, Sec. 6, Zhongshan North Rd., Taipei  |NTD 750,000 | /aSte services equipment installation, co-generation,
Corporation waste services and other environmental services, etc.
Technical development, advisory and service in
ECOVE Environment 2013.08.02 Room 2206-G,N0O.89,East Yunling Rd., Putuo USD 140 environmental field; environmental pollution control
Consulting Corp. o District, Shanghai equipment and related parts wholesale, import and
export, etc.
Yuan Ding Resources 20131213 |10FI, 89, Sec. 6, Zhongshan North Rd., Taipei  [NTD 45,000 | /aste services, waste clean, other environmental
Corp. services, and environmental pollution services, etc.
ECOVE Solvent Recycling 2013.07.15 |No. 7-1, Guojian 3rd Rd., Guanyin Dist., Taoyuan |NTD 90,000 Basic chemlpal industry and other chemical materials
Corp. manufacturing
ECOVE Solar Energy Corp. | 2011.06.02 izghglgng%(s Bo-ai 1stRd., Sanmin Dist, NTD 632,455  |Energy technology service industry
ECOVE Solar Power Corp. | 2013.08.09 13F., No. 366, Bo-ai 1stRd., Sanmin Dist, NTD 180,000  |Energy technology service industry

Kaohsiung
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ECOVE Central Co. Ltd. 2013.02.06 [10FI, 89, Sec. 6, Zhongshan North Rd., Taipei NTD 7,500 Energy technology service industry
ECOVE South Co. Ltd. 2013.02.06 225535366’ Bo-ai 1stRd., Sanmin Dist, NTD 16,500  |Energy technology service industry
G.D. International ,LLC 2011.12.12 6581 k'ttle Falls Drive, Wilmington, DE 19808, USD 11,053 Energy technology service industry
LUMBERTON SOLAR Wilentz,Goldman &Spitzer,P.A.,90 Woodbridge .

W2-090, LLC 100.10.28 Center Drive, Woodbridge, New Jersey USD 10,942 Energy technology service industry

iii.  Common Shareholders of the Company and Its Subsidiaries or Its Affiliates with Actual of Deemed Control: None

iv. Industries covered by the business operated by all affiliates:

The business of the Company and its subsidiaries and affiliates provide include engineering, environmental, and investment.
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V. Directors, supervisors, and general managers of the Company and affiliates

April 1, 2019

Shareholding

Company Title Name of Representative Shares %
ECOVE Waste Chairman ECOVE Environment Corp. 2,000,000 100.00
Management Representative: Y. P. Shih
Corporation Director ECOVE Environment Corp. 2,000,000 100.00

Representative:  J.J. Liao
Mike Kuo
Hsiu Hua Tiao
Alex Chen
Supervisor  |[ECOVE Environment Corp. 2,000,000 0.00
Representative: K. W. Chang
President Mike Kuo 0 0.00
ECOVE Wujih Chairman ECOVE Environment Corp. 29,400,000 98.00
Energy Representative: Y. P. Shih
Corporation Director ECOVE Environment Corp. 29,400,000 98.00
Representative:  J.J. Liao
Pei Feng Chu
Supervisor  |[ECOVE Environment Services Corp. 600,000 2.00
Representative:  Nicole Ku
President Pei Feng Chu 0 0.00
ECOVE Chairman ECOVE Environment Corp. 14,065,936 93.15
Environment Representative: Y. P. Shih
Services Director ECOVE Environment Corp. 14,065,936 93.15
Corporation Representative:  J.J. Liao
Hsiu Hua Tiao
Gsub-I Ting
Mike Chiou
Supervisor  |[ECOVE Waste Management Corp. 1000 0.01
Representative:  C.L.Yen
President Hsiu Hua Tiao 0 0.00
ECOVE Miaoli Chairman ECOVE Environment Corp. 56,249,000 74.999
Energy Representative: Y. P. Shih
Corporation Director ECOVE Environment Corp. 56,249,000 74.999
Representative:  J.J. Liao
TOPCO Scientific Corp. 18,700,000 24.933
Representative:  Fa-Hsiang Tan
Supervisor  [ECOVE Environment Services Corp. 1,000 0.001
Representative:  Ping Kun Lin
Topco International Investment Co., Ltd. 50,000 0.067
Representative:  Joyce Lu
President Pei Feng Chu 0 0.00
Yuan Ding Chairman ECOVE Environment Corp. 2,700,000 60.00
Resources Representative:  J.J. Liao
Management Director ECOVE Environment Corp. 2,700,000 60.00
Corporation Representative: Y. P. Shih
Hsiu Hua Tiao
Supervisor  |[ECOVE Waste Management Corp. 1,800,000 40.00
Representative:  Patrick Lin
President Y. P. Shih 0 0.00
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Shareholding

Company Title Name of Representative Shares %
CTCI Chemical |Chairman Innovest Investment Corporation 1,657,207 23.34
Corporation Representative:  S.P.Jen

Director Innovest Investment Corporation 1,657,207 23.34
Representative: M. H. Wang
M. L. Lee
Y. W. Chen
Shelly Chou 576,910 8.13
Supervisor  |GRQ Investment Corporation 480,661 6.77
Representative:  H.C. Ko
President Sam Kuo 13,186 0.19
SINOGAL - CONSULGAL-CONSULTORES DE -(Note 1) 20.00
Waste Services ENGENHARIA E GESTAOQ, S.A
Co., Ltd. CONSULASIA-CONSULTORES DE 20.00
ENGENHARIA E GESTAOQ, LIMITADA
Chairman Representative:
Helder Jose Moura Dos Santos
Director Representative:
Pereira Taveira Pinto, Carlos Manuel
CTCI Corporation 30.00
ECOVE Environment Services Corporation 30.00
Director Representative: Y. P. Shih
Hsiu Hua Tiao
Patrick Lin
President Peter Wang 0 0.00
ECOVE Managing ECOVE Environment Services Corp. -(Note 2) 100.00
Environment Director Representative: Y. P. Shih
Consulting Supervisor  [ECOVE Environment Services Corp. 100.00
Corporation Representative:  Patrick Lin
President Eric Wang 0 0.00
ECOVE Solvent |Chairman  |ECOVE Environment Corp. 8,099,000 89.99
Recycling Representative: Y. P. Shih
Corporation Director ECOVE Environment Corp. 8,099,000 89.99
Representative:  J.J. Liao
C. Z. Jiang
Supervisor  |[ECOVE Environment Services Corp. 1,000 0.01
Representative:  Ai-Ling Hsu
President  |E.G. Su 0 0.00
ECOVE Solar Chairman  |ECOVE Environment Corp. 63,245,452 100.00
Energy Representative: Y. P. Shih
Corporation Director ECOVE Environment Corp. 63,245,452 100.00
Representative:  J.J. Liao
Supervisor  |[ECOVE Environment Corp. 63,245,452 100.00
Representative:  S. H.Lin
President Y. P. Shih 0 0.00
ECOVE Solar Chairman  |ECOVE Solar Energy Corp. 18,000,000f  100.00
Power Representative: Y. P. Shih
Corporation President Y. P. Shih 18,000,000 100.00
ECOVE Central  |Director ECOVE Solar Energy Corp. -(Note 3) 100.00
Co., Ltd. Representative: Y. P. Shih
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c Titl N R . Shareholding
ompany itle ame of Representative Shares %
ECOVE South Co., |Director ECOVE Solar Energy Corp. -(Note 4) 100.00
Ltd. Representative: Y. P. Shih

GD. Chairman  |[ECOVE Solar Energy Corp. -(Note 5)]  100.00
International, Representative:  Y.P. Shih

LC Director J.J. Liao 0.00
LUMBERTON Chairman Y. P. Shih -(Note 6) 100.00
SOLAR W2-090, |-

LLC Director J.J. Liao 0.00

Note 1 : The company is a limited company established in Macau and has not issued shares.
Note 2 : The company is a limited company established in the mainland and has not issued shares.
Note 3 : The company is a company established in the Republic of China and has not issued shares.
Note 4 : The company is a company established in the Republic of China and has not issued shares.
Note 5 : The company is an LLC company established in the United States and has not issued shares.
Note 6 : The company is an LLC company established in the United States and has not issued shares.
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8.1.2 Operation overview of the Company and affiliates

December 315, 2018; Unit: NT$ Thousands

Common Total Total Total Operating Net Earnings
Company Stock Issued Total Assets Liabilities Stockholders| Operating | Income | Income |[Per Share
" Equity Revenue (Loss) (Loss) (NT$)
ECOVE Environment Services 151,0000  2,086,583| 1,120,249 966,334 3,405140| 352,833| 366,557 24.28
Corporation
ECOVE Waste Management 20,000 472,228 350,058  113,170| 1203941 62292 58382 29.19
Corporation
ECOVE Wujih Energy Corporation 300,000 1,568,795 301,387| 1,267,407 705,067 364,789| 275,512 9.18
CTCI Chemicals Corporation 71,000 356,863 118,193 238,670 504,072 69,985 58,813 8.28
SINOGAL-Waste Services Co., Ltd. 16,546 408,820 215,749 193,071 649,134| 158,804 167,024| (Note 1)
ECOVE Miaoli Energy Corporation 750,000 1,512,633 174,007 1,338,626 347,786 176,683| 129,055 1.72
ECOVE Environment Consulting 4,147 63880  51,525|  12.355| 101,978 9,139  6,720| (Note2)
Corporation
Yuan Ding Resources Corporation 45,000 39,318 80 39,238 0 (157) 78 0.01
ECOVE Solvent Recycling Corporation 90,000 155,801 80,563 75,238 1,485 (7,346) (7,957) (0.88)
ECOVE Solar Energy Corporation 632,455 1,462,539 731,442 731,097 83,711 8,258 43,423 0.69
ECOVE Solar Power Corporation 180,000 811,794 607,733 204,061 67,492 26,975 18,678 1.04
ECOVE Central Co., Ltd. 7,500 26,382 17,645 8,737 3,712 1,174 719 0.96
ECOVE South Co., Ltd. 16,500 32,463 14,494 17,969 3,648 1,367 918 0.56
G.D. International, LLC 11,053 12,002 8 11,994 0 (5) 918| (Note3)
LUMBERTON SOLAR W2-090, LLC 10,942 29,753 17,792 11,961 3,638 1,086 923| (Note3)

Note 1: The Company is a limited company established in Macau and does not issue shares.
Note 2: The Company is a limited company established in China and does not issue shares.
Note 3: The Company is a limited company established in USA and does not issue shares.
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8.1.3 Consolidated Financial Statements of Affiliated Enterprises of the Company

The related information on the endorsements or guarantees for others, lending to others and derivative financial instruments of affiliates:
(1) Lending to others: (as of March 31st, 2019)

Unit: NTD thousands

The highest |  Ending Allowa| Collateral Limit on
Reason of . .
. balance | balance as Nature of | Amount for nce lending for| Ceiling for total
No. Account item . Interest . . short-term :
(Note) Lender Borrower (Note.2) during of March rate Lending | operation financing for Name | Value single  |amount (Note.7)
' ’ period 31,2016 (Note.4) (Note.5) (Note.6) bad enterprise Name
(Note.3) (Note 8) ) debts (Note.7)
ECOVE Waste Tl Accounts For
1 |Management . receivable- 14,000 7,000 2 0 operational 0 NA 0 11,283 45,131
. Corporation :
Corporation related parties needs
ECOVE Waste CTCI Smart Accounts For
1 Management Engineering receivable- 14,000 7,000 1.010% 2 0 operational 0 NA 0 11,283 45131
Corporation Corporation | related parties needs
ECOVE Waste CTCI Accounts For
1 Management Machinery receivable- 14,000 7,000 2 0 operational 0 NA 0 11,283 45131
Corporation Corporation | related parties needs
. Accounts For
2 |FCOVEEnvironment| = CTCl receivable- | 140,000 | 70,000 | 0.810% | 2 0 operational | 0 | NA | 0 | 100581 | 402326
Services corporation| Corporation :
related parties needs
ECOVE Environment CTCI Smart Accounts For
2 . ; Engineering receivable- 140,000 70,000 2 0 operational 0 NA 0 100,581 402,326
Services corporation . :
Corporation | related parties needs
. CTCI Accounts For
2 ECO\./E Enwronme;nt Machinery receivable- 140,000 70,000 2 0 operational 0 NA 0 100,581 402,326
Services corporation - .
Corporation | related parties needs
CTCl
ECOVE Environment| Resources Accounts For
2 . - . . receivable- 140,000 70,000 2 0 operational 0 NA 0 100,581 402,326
Services corporation| Engineering .
Inc related parties needs
Note 1 : Number for items explain as follows :
mCompany : 0
m Subsidiaries : Please fill in the number with a sequence from 1 to 10.
Note 2 : This item is for account receivable-related parties, owner’s equity, prepayments, temporary payments etc. If any item belong to Lending to others needs to be filled in this column.
Note 3 : The highest balance during period
Note 4 : Description for Lending to others as follows :

ml : Having business relationship

m2 : Operational needs
Note 5 : Belongs to item 1, please fill in the amount for operation.
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Note 6 : Belongs to item 2, please explain the reason and lending purpose of short-term financing. For example, repayment for loans, purchasing equipments, or needs for operations

and working capital, etc.
Note 7 : Please fill in the limit of amount on lending to single enterprise and total limit of amount on lending to others by the Company, according to the stipulation of the Procedures of

Lending to Others, and express the calculation of the aforesaid figures in the column of remarks.

Note 8 : The amounts of funds to be loaned to others which have been approved by the board of directors of a public company in accordance with Article 14, Item 1 of the “Regulations
Governing Loaning of Funds and Making of Endorsements/Guarantees by Public Companies” should be included in its published balance of loans to others at the end of the
reporting period to reveal the risk of loaning the public company bears, even though they have not yet been appropriated. However, this balance should exclude the loans repaid
when repayments are done subsequently to reflect the risk adjustment. In addition, if the board of directors of a public company has authorized the chairman to loan funds in
installments or in revolving within certain lines and within one year in accordance with Article 14, Item 2 of the “Regulations Governing Loaning of Funds and Making of
Endorsements/Guarantees by Public Companies”, the published balance of loans to others at the end of the reporting period should also include these lines of loaning approved
by the board of directors, and these lines of loaning should not be excluded from this balance even though the loans are repaid subsequently, for taking into consideration they

could be loaned again thereafter.

(2) Endorsements or guarantees for others: (as of March 31st, 2017) : None

(3) Derivative Transactions Information: None

8.1.4 Consolidated Financial Statements of Affiliated Enterprises of the Company:
Please refer to Appendix I.

Appendix I:
Consolidated Financial Statements for the Years Ended December 31, 2018 and 2017

Appendix II:
Non-Consolidated Financial Statements for the Years Ended December 31, 2018 and 2017
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8.2 Private placement of securities in the most recent year and up to the date of annual report
publication: None

8.3 Holding or disposal of this company's shares by a subsidiary company in the last year, up to the
publication date of this report: None

8.4 Other Necessary Supplemental Information
(1) Key performance index specific to the industry:
The Company is an investment holding company and its four main subsidiary companies
including ECOVE Environment Services Corp., ECOVE Wujih Energy Corp., ECOVE Waste
Management Corp. and ECOVE Miaoli Energy Corp. are all environmental protection service
providers. A key performance index (KPI) for safety and health policy is established based on
such characteristics and it is described below:

Definitions | 2018 Goal Actual Achievements KPI (%)

=  Miaoli EfW Plant was awarded the “2018 Healthy
Workplace Promotion Label” by the Health Promotion
Administration, Ministry of Health and Welfare and still
valid. Wujih EfW Plant was awarded the “2017 Healthy
Workplace Promotion Label” by the Health Promotion
Administration, Ministry of Health and Welfare and still
valid. Houli EfW Plant was awarded the “2017 Healthy
Workplace Promotion Label” by the Health Promotion
Administration, Ministry of Health and Welfare and still
valid. Tainan EfW Plant was awarded the “2018 Healthy
Workplace Promotion Label” by the Health Promotion
Administration, Ministry of Health and Welfare and still
valid, and STSP EfW Plant was awarded “2017 Southern
Science Park Occupational Safety and Health Excellence
Unit Award, and the Labor Affairs Bureau of Tainan City

Thel}zzﬁar Annual Government issu_ed the "Certificate of Apprecigtion for

project safety and Enterprise Devoting Safet;_/ an_d Health Promotion".
participated health  |=  Hsu, Tsung-Yu from !\/lla0|l EfW Plant was awarded
the Safety award more | the "2017 Implementation of the Oc_cupatlonal Safety | 100
and Health than 3 and Heal_tr_l Excellent Personnel Achl_evement Awgrd"
Award =3 awards by the Ministry of Labor, and Weng, Jui-Yen from Tainan

EfW Plant was awarded the "2017 Annual Occupational
Safety and Health Excellence Personnel Award" by the
Tainan City Government.

= Houli EfW Plant was awarded the 1.23 million non-
hazardous working hours certificate issued by the
Industrial Safety and Health Association (ISHA) of the
R.O.C. entrusted by the Ministry of Labor. Keelung EfW
Plant was awarded the 750,000 non-hazardous
working hours certificate issued by ISHA of the R.O.C.
entrusted by the Ministry of Labor. Miaoli EfW Plant
was awarded the 240,000 non-hazardous working
hours certificate issued by ISHA of the R.O.C. entrusted
by the Ministry of Labor. Wujih EfW Plant was awarded
the 960,000 non-hazardous working hours certificate
issued by ISHA of the R.O.C. entrusted by the Ministry
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Workplace

Labor.

of Labor. And STSP EfW Plant was awarded the 960,000
non-hazardous working hours certificate issued by
ISHA of the R.O.C. entrusted by the Ministry of Labor.
ECOVE ESC head office was awarded "2018 National
Safety
Implementation Plan" certificate by the Ministry of

and Health Week Series

(2) Pledged Items for Listing:

Pledged Items for Listing

Implementation of Pledged Items

. The Company pledges to incorporate in the

"Operating Procedures on the Asset Acquisition
or Disposal" that "the Company may not
relinquish future annual capital increases in the
three controlled companies, namely, ECOVE
Waste Management Corp., ECOVE Wujih Energy
Corporation and Sino Environmental Services
Corp.; in the event that the Company is required
to relinquish capital increase or disposition of
the aforementioned companies in the future
due to strategic alliance considerations or under
the approval of Taipei Exchange, a special
resolution is required in the Meeting of the
Board of Directors of ECOVE Environment
Corp.." In addition, in the event of any
amendments to the processing regulations, they
shall be disclosed on the important information
announcements on the Market Observation Post
System and reported to the Taipei Exchange for
future reference.

The Company had passed amendments
"Operating Procedures on the Asset
Acquisition or Disposal” in the No. 4-13
Meeting of the Board of Directors and
the Shareholders' Meeting on March 24,
2010. The amendment stipulates that the
Company may not relinquish future
annual capital increases in the three
controlled companies; in the event that
the Company is required to relinquish
capital increase or disposition of the
aforementioned companies in the future
due to strategic alliance considerations
or under the approval of Taipei Exchange,
a special resolution is required in the
Meeting of the Board of Directors of the
Company. (Related attachments have
been submitted in the 2010 Q2
Application)

As of the first quarter of 2019, the
Company has never relinquished
participation in capital increases or
disposed of ECOVE Waste Management
Corp., ECOVE Wujih Energy Corp., and
ECOVE Environmental Services Corp.

. The Company pledges to disclose operating
income that originates from the parent company
CTClI Corporation in the notes of the
consolidated financial statements of each
quarter starting from the 2009 consolidated
financial statements. However, the reason of
payment operating costs to CTCI Corporation
were not indicated; the CPA should be asked to
review the aforementioned items in the audit (or
review) of financial statements in each quarter.

The Company has operating income from
the parent company CTCI Corporation
but no related operating costs because
the relative cost of such income is the
cost of contracting, repairs and
procurement paid by ECOVE
Environmental Services Corp. to non-
affiliates in the process of providing
services as well as the related personnel
and administrative expenses from
operations. The CPA of PwC Taiwan has
been asked to review  the
aforementioned items and the
supplementary description has been
provided in the affiliate transaction
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Pledged Items for Listing Implementation of Pledged Items
report in the disclosure items of the
consolidated financial statements from
2009 to 2015. Related content shall
continue to be disclosed in the upcoming
financial statements for the 4th quarter
of 2018.

Note: The Company has completed Item IV and VI of the pledged items for listing.

(3) Material Event Impact on Shareholders' Equity or Share Price in Recent Years until the Annual
Report being published: None
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Appendix |

ECOVE ENVIRONMENT CORPORATION
AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS AND
REPORT OF INDEPENDENT ACCOUNTANTS
DECEMBER 31, 2018 AND 2017

For the convenience of readers and for information purpose only, the auditors’ report and the accompanying
financial statements have been translated into English from the original Chinese version prepared and used in
the Republic of China. In the event of any discrepancy between the English version and the original Chinese
version or any differences in the interpretation of the two versions, the Chinese-language auditors’ report and
financial statements shall prevail.
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REPORT OF INDEPENDENT ACCOUNTANTS TRANSLATED FROM CHINESE

To the Board of Directors and Shareholders of ECOVE Environment Corp.
Opinion

We have audited the accompanying consolidated balance sheets of ECOVE Environment Corporation
and its subsidiaries (the “Group™) as at December 31, 2018 and 2017, and the related consolidated
statements of comprehensive income, of changes in equity and of cash flows for the years then ended,

and notes to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at December 31, 2018 and 2017, and its consolidated
financial performance and its consolidated cash flows for the years then ended in accordance with the

“Regulations Governing the Preparation of Financial Reports by Securities Issuers”, and the

International Financial Reporting Standards, International Accounting Standards, IFRIC Interpretations,

and SIC Interpretations as endorsed by the Financial Supervisory Commission.

Basis for opinion

We conducted our audits in accordance with the “Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants™ and generally accepted auditing standards in the
Republic of China (ROC GAAS). Our responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the consolidated financial statements section of our report. We
are independent of the Group in accordance with the Code of Professional Ethics for Certified Public
Accountants in the Republic of China (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole and, in forming our opinion
thereon, we do not provide a separate opinion on these matters.

BB S EHAiIT%T  PricewaterhouseCoopers, Taiwan

11012 BLb TSR EEERERS — B 333 U 27 108

27F, No. 333, Sec. 1, Keelung Rd., Xinyi Dist., Taipei 11012, Taiwan
T: +886 (2) 2729 6666, F:+ 886 (2) 2720 6686) .pwc.tw
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The most significant key audit matters in our audit of the consolidated financial statements of the current
period are as follows:

Accuracy of service revenue

Description

Please refer to Note 4(28) for accounting policies on operating revenue, and Note 6(21) for details of
operating revenue.

Operating revenue mainly arises from service revenue and electricity sales revenue. The service revenue
mainly arises from contracts entered into with certain governments (grantors) that involve charging for
the service per unit in accordance with contracts and self-undertook services. The cash amount of service
revenue was NT$ 2,427,326 thousand for the year ended December 31, 2018, presenting 50% of
operating revenue for the year ended December 31, 2018. Due to the fact that this type of revenue

involving the accuracy of the reports used and manual calcuation, we consider the accuracy of service
revenue a key audit matter.

How our audit addressed the matter

We performed the following audit procedures on the above key audit matter:

A. Obtained an understanding of the procedures of waste treatment and tested relevant internal controls,
including randomly checking the actual amount of disposals that are treated at the waste treatment
plant monthly, the consistency of monthly statements that management used in calculating revenue,
and the consistency between service fees per unit and contract.

B. Verified the accuracy of statements that management used in calculating revenue, including the
amount of disposals treated and the service fees per unit, recalculating the accuracy of cash amount
and ascertained whether it was in agreement with recorded revenue.

Other matter-Non-consolidated financial statements

We have audited and expressed an unqualified opinion on the non-consolidated financial statements of
ECOVE Environment Corporation as at and for the years ended December 31, 2018 and 2017.

D
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Responsibilities of management and those charged with governance Jor the consolidated financial
statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the “Regulations Governing the Preparation of Financial Reports by
Securities Issuers” and the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations as endorsed by the Financial Supervisory
Commission, and for such internal control as management determines is necessary to enable the

preparation of consolidated financial statements that are free from material misstatement, whether due
to fraud or error.

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

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

Auditor’s vesponsibilities for the audit of the consolidated financial statements

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

As part of an audit in accordance with ROC GAAS, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

A. Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of

W
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not detecting a material misstatement resulting from fraud is higher than for one resulting from error,

as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

B. Obtain an understanding of internal control relevant to the audit in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

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

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

the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

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

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

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit. '
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We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other

matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit ofthe consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of

doing so would reasonably be expected to outweigh the public interest benefits of such communication.

‘h g/ é)(/\\)»\/\’ j’\/\v.\/\«W d\cu-r ‘ q\u - (/\‘M»J/ /

weng; §hjh-ﬁ‘ng Chang, ShLdChiung
For and on behalf of PricewaterhouseCoopers, Taiwan
March 8, 2019

The accompanying consolidated financial statements are not intended to present the financial position and results of
operations and cash flows in accordance with accounting principles generally accepted in countries and Jjurisdictions other
than the Republic of China. The standards, procedures and practices in the Republic of China governing the audit of such
financial statements may differ from those generally accepted in countries and jurisdictions other than the Republic of China.
Accordingly, the accompanying consolidated financial statements and report of independent accountants are not intended for
use by those who are not informed about the accounting principles or auditing standards generally accepted in the Republic
of China, and their applications in practice.

As the financial statements are the responsibility of the management, PricewaterhouseCoopers cannot accept any liability for
the use of, or reliance on, the English translation or for any errors or misunderstandings that may derive from the translation.
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Expressed in thousands of New Taiwan dollars)

December 31, 201§ December 31, 2017
Assets Notes AMOUNT % AMOUNT %
Current assets

1100 Cash and cash equivalents 6(1) $ 1,543,162 17 % 1,657,955 24
1110 Financial assets at fair value 6(2) and 12(4)

through profit or loss - current 183,288 2 437,010 6
1120 "Financial assets at fair value 6(3)

through other comprehensive

income-current 102,201 1 - -
1125 Available-for-sale financial assets 12(4)

- current - - 136,852 2
1150 Notes receivable, net 1,321 - 234 -
1170 Accounts receivable, net 6(4) 1,041,171 11 947,224 13
1180 Accounts receivable - related 7

parties, net 1,717 - 8,122 -
1200 Other receivables 4,741 - 2,238 -
1210 Other receivables - related parties 7 24,646 - 61,847 1
130X Inventories 63,854 1 45,351 1
1410 Prepayments 6(5) 266,503 3 212,820 3
1470 Other current assets 6(6)and 8 342,178 4 195,910 3
11XX Current Assets 3,574,782 39 3,705,572 53

Non-current assets

1517 Financial assets at fair value 6(3)

through other comprehensive

income-non-current 543 - - -
1543 Financia] assets carried at cost-  12(4)

non-current - - 543 -
1550 Investments accounted for under  6(7)

equity method 405,718 4 666,510 9
1600 Property, plant and equipment,  6(8) and §

net 2,131,233 24 73,244 1
1780 Intangible assets 6(29) 136,153 2 - -
1840 Deferred income tzx assets 6(27) 22,295 - 19,073 -
1900 Other non-current assets 6(9) and 8 2,804,983 31 2,592,187 37
15XX Non-current assets 5,500,925 61 3,351,557 47
IXXX Total assets $ 9,075,707 100 § 7,057,129 100

(Continued)
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
{Expressed in thousands of New Taiwan dollars)

December 31, 2018 December 31, 2017
Liabilities and Equity Notes AMOUNT % AMOUNT %
Current liabilities
2100 Short-term borrowings 6(10) $ 52,000 1 $ - -
2130 Contract liabilities-current 6(21) 140,580 2 - -
2150 Notes payable 1,032 - 189 -
2170 Accounts payable 6(11) 535,797 6 619,687 9
2180 Accounts payable - related parties 7 23,411 - 28,082 -
2200 Other payables 6(12) 467,937 5 383,256 6
2220 Other payables - related parties 7 6,481 - 8,905 -
2230 Current income tax liabilities 130,245 1 73,464 1
2300 Other current Liabilities 6(13)(14) 139,437 1 212,605 3
21XX Current Liabilities 1,496,920 16 1,326,188 19
Non-current liabilities
2540 Long-term borrowings 6(14) 1,423,587 16 4,000 -
2570 Deferved income tax liabilities  6(27) 204,300 2 169,338 2
2600 Other non-current liabilities 6(15) 529,541 6 326,721 5
25XX Non-current liabilities 2,157,428 24 500,059 7
2XXX Total Liabilities 3,654,348 40 1,826,247 26
Equity attributable to owners of
parent
Share capital 6(18)
3110 Common stock 671,051 8 668,106 9
Capital surplus 6(19)
3200 Capital surplus 2,193,473 24 2,161,029 31
Retained earnings 6(20)
3310 Legal reserve 603,629 7 527,495 7
3320 Special reserve 32,284 - 145 -
3350 Unappropriated retained earnings 1,380,044 15 1,359,148 19
Other equity interest
3400 Other equity interest { 2,243 - ( 32,284) -
XX Equity attributable to owners
of the parent 4,878,238 34 4,683,639 66
36XX Non-controlling interest 4(3) 543,121 6 547,243 8
IXXX Total equity 5,421,359 60 5,230,882 74
Significant contingent liabilities 9
and unrecognised contract
commitments
3X2X Total liabilities and equity 3 9,075,707 100 % 7,057,129 100

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

T
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPR EHENSIVE INCOME
(Expressed in thousands of New Taiwan dollars, except earnings per share)

Year ended December 31
2018 2017
Items Notes AMOUNT % AMOUNT %
4000 Operating revenue 6(21yand 7 5 4,847,006 100 § 4,479,587 100
5000 Operating costs 6(25)(26)and 7 ( 3,539,458 ( 73) ( 3,220,330 ( 72)
5900 Gross profit 1,307,638 27 1,259,257 28
Operating expenses 6(25)(26)and 7
6200 General and administrative expenses ( 178,722y ¢ 43 ( 181,840) ¢ 4)
6000 Total operating expenses ( 178,722) ( 4 ( 181,840% ( 4
6500  Operating profit :,128. 916 23 1,077,417 24
Non-operating income and expenses
7010 QOther income 6(22) 40,169 1 1,79 1
7020 Other gains and losses 6(23) 41,733 1 ( 10,113} -
7050 Finance costs 6(24) ( 7,483) - ( 3,841) -
7060 Share of profit of associates and joint 6(7)
ventures accounted for under equity
method 31,435 - 21,101 -
7000 Total non-operating incosne and
expenses 105,854 2 38,926 1
7900 Profit before income tax 1,234,770 25 1,116,343 25
7950 Income tax expense 6(27) ( 254 ,298) ( Sy ( 156,919y ¢ 4)
8200 Profit for the year $ 980,472 20 3 959,424 21
Other comprehensive income
Components of other comprehensive
income that will not be reclassified to
profit or loss
8311 Losses on remeasurements of 6(16)
defined benefit plans ($ 3,212) - (% 8,601) -
8316 Unrealised losses from investments
in equity instruments measured at
fair value through other
comprehensive income ( 2,076) - - -
8320 Share of other comprehensive
income of associates and joint
ventures accounted for using equity
method, components of other
comprehensive income that will not
be reclassified to profit or loss ( n - 43) -
8349 Income tax related to components of 6(27)
other comprehensive income that
will not be reclassified to profit or
loss 1,379 - 1,835 -
Components of other comprehensive
income that will be reclassified to
profit or loss
8361 Cumulative translation differences of
foreign operations 233 - 46,369 ( 1)
8362 Unrealized loss on valuation of 12(4)
available-for-sale financial assets - - 430) -
8300 Total other comprehensive loss for
the year ($ 3,707) - (3 33,608) ( 1)
8500 Total comprehensive income for the
year 3 976,765 20 § 905,816 20
Profit attributable to:
8610 Owners of the parent $ 806,912 17 % 761,339 17
8620 Non-controlling interest 173,560 3 198.085 4
Fotal $ 980,472 20 3 959,424 21
Comprehensive income attributable
to:
8710 Owners of the parent $ 806,087 16 % 721,084 16
8720 Non-controlling interest 170,678 4 184,732 4
Total $ 976,765 20 §$ 905,816 20
Earnings per share (in dollars):
9750 Total basic earnings per share 6(28) $ 12.04 % 11.41
9850 Total diluted earnings per share  6(28) § 12.04 § 11.39

The accompanying notes are an integral part of these consolidated financial statements.
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For the year ¢nded December 31, 2017

Balance at January |, 2017
Profit for the year
Other comprehensive loss
Total comprehensive income
Appropriation of 2016 camings
Legal reserve
Cash dividends
Share-based payment transactions
Employee stock options exercised
Balance at December 31, 2017

Forthe year ended December 31, 2018

Balance at January 1. 208

Effect of retrospective application and

relrospective restatement

Balance at | January, 2618 afier adjustments

Prefit for the year

Other comprehensive income{loss)
Total comprehensive income
Appropriation of 2017 eamings

Lepal reserve

Special reserve

Cesh dividends
Share-based payment transactions
Employee stock optians exercised

Disposal of finanial assets measured at fair
value through other comprehensive income

Changes in non-controlling interest
Balanee at December 31, 2018

Notes

6(20)

6(19)
6{18X15)

12{4}

6(20)

5(19)
6(18)(19)

ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Expressed in thousands of New Tafwan doflars}

Equity attributable 1o owners of the parent

Retained carnings Other equily interest
Unrealised gains
(losses) from
financial assets
Cumulative measured at fair Unrealized gain or [oss
translation value throuph other on valuaticn of
Unappropriated differences of foreign comprehensive available-for-sale Nan-controlting
Commoh stock Capital surplus Legal reserve Special reserve mtained carnings [ i income 51 ial assets Total interest Total equity
$ 664,614 $ 2,126,850 H 442,686 $ 145 $ 1,445,777 $ 34,600 $ - [¢] 32,615 % 4,682,057 3 582,717 § 5.24.774
B - - - 761,339 - - - 761,339 198,085 959,424
- - - - ( 598 33,896 ) - ( 33 40,255 ) ( 13,353 ) « 53,608 )
- - B - 755,353 { 33,896 ) - ( 373 721,084 184,732 905,816
- - 84,809 - ( 84.809 ) . - - - - -
- - - - { 57173 - . - BTNy 0 220,219 ) { 971,392 )
- 183 - - - - - - 183 13 196
3.492 33,996 - - - - - - 37,488 - 37,488
$ 668,106 $ 2,161,029 $ 527,495 $ 145 § 1.359,148 $ 04 $ - [&] 32,9881 § 4,083,630 $ 547,243 § 5,230,882
$ 668,106 $ 2,161,029 $ 527,495 5 145 $  1.359,148 $ 704 3 - (¢ 32,988 ) % 4,683,639 $ 547,241 $  5,230.882
- - - - 1.799 - ( 34,787 ) 32,988 - - -
668,106 2,161,029 527.495 145 1,360,947 104 ( 34,787 - 4,683,639 547,243 5,230,882
- - - . 806,912 - - - 805,912 173,560 980,472
- - - - { 1,782 3 2,922 ( 1,965 ) - 825) « 2,882y « 3,701
- - - - 805.130 291 { 1,965 3 - 806,087 170,678 976,765
- - 76,134 - { 16,134 ) - - - - - -
- - - 32,139 ( 32,139 ) - - . - - -
- - - - ( 647,313 ) - - - 647,313 ) o 183,364 3 ( 830,677 )
- 5,055 . - - - - - 5,035 308 5,363
2,945 27,189 - - - . - - 30,334 - 30,334
- - - - { 30,4471 - 30.883 - 436 3l 467
- - - - - - - - - 8,225 8,225
$ 671,051 $ 2,193,473 $ 603,629 $ 32,284 5 1,380,044 $ 3,626 $ 58601 § - 3 4.878,138 $ 543,121 3 5,421,359
‘The accompanying notes are an integral part of these lidated financial stat ‘
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed in thousands of New Taiwan dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments
Adjustments to reconcile profit (loss)
Depreciation
Amortization
Interest expense
Interest income
Dividend income
Salary expense-employee stock options
Gain on valuation of financial assets
Gain on disposal of investment
Share of profit of associates and joint ventures
accounted for under equity method
Gain on disposal of property, plant and equipment
Impairment loss
Changes in operating assets and liabilities
Changes in operating assets
Financial assets at fair value through profit or loss
Notes receivable, net
Accounts receivable,net
Accounts receivable - related parties, net
Other receivables
Other receivables-related parties
Inventories
Prepaid expense
Other current assets
Increase in other non-current assets
Changes in operating liabilities

Contract liabilities-current
Notes payable
Accounts payable
Accounts payable - related parties
Other payables
Other payables - related parties
Other current liabilities
Other non-current liahilities

Cash inflow generated from operations
Interest received
Dividends received
Interest paid
Income tax paid

Net cash flows from operating activities

Years ended December 31
Notes 2018 2017
1,234,770 b 1,116,343
6(8)(25) 73,718 17,820
6(25) 14,462 13,082
6(24) 7,483 3,841
6(22) 16,390 ) 16,170)
6(22) 3,657) 4,056 )
6(17)(26) 4,885 -
6(2)(23) 1,564 1,127
26,481 ) 3,428)
6(7)
31,435) 21,101
6(23) 4,387) 1,917)
12(4) - 13
250,721 303,873
1,087) 96 )
80,446 ) 99,966 )
6,405 76,409
3,432 7,803
30,195 25,739)
18,503 ) 6,936
23,847) 156,124 )
30,940 ) 10,000
254,200 230,027
140,580 -
343 189
29,136) 81,254
4,671 ) 478
52,181 41,235
2,424) 6,704
25,302) 419)
2,380 14,748 )
1,716,054 1,388,608
13,400 12,614
17,654 17,193
8,436) 4,048 )
172,789 ) 214,358
1,565,883 1,200,009
(Continued)
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
{Expressed in thousands of New Taiwan dollars)

Years ended December 31
Notes 2018 2017
CASH FLOWS FROM INVESTING ACTIVITIES
Increase in available-for-sale financial assets-current $ - {5 37,883 )
Proceeds from disposal of financial assets measured at
fair value through other comprehensive income 48,206 -
Acquisition of financial assets measured at fair value
through other comprehensive income ( 16,258 ) -
Increase in other receivables-related parties 7,000 233,000
Interest received 2,570 3,781
(Increase) decrease in other current assets ( 115,328) 223,681
Proceeds from disposal of investee company - 3,610
Increase in investments accounted for under equity 6(7
method-non-subsidiaries { 77,500 ) ( 89,474 )
Decrease in investments accounted for under equity
method-non-subsidiaries - 5,127
Acquisition of property, plant and equipment 6(8) ( 135,302 ) ¢ 37,066 )
Proceeds from disposal of property, plant and equipment 4,569 2,048
Increase in refundable deposits ( 589 ¢ 1,444 )
Net cash flow from acquisition of subsidiaries (net of cash 6(29)
acquired) ( 206,659 ) -
Other non-current assets 6(31} ( 154,398 ) ¢ 355)
Net cash fiows (used in} from investing activities { 643,689 ) 305,025
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of short-term loans 6(32) ( 91,000 ) -
Proceeds from long-term loans 6(32) 87,000 -
Repayment of long-term loans 6(32) ( 258,933 ¢ 176,000)
Increase in deposits received (shown in other non-current
liabilities) 22,189 38,881
Employee stock options exercised 30,334 37,488
Cash dividends paid { 830,677 ( 977,392)
Increase in non-controlling interests 4,100 -
Net cash flows used in financing activities ( 1,036,987 ) ( 1,077,023 )
Net (decrease) increase in cash and cash equivalents ( 114,793 ) 428,011
Cash and cash equivalents at beginning of year 1,657,955 1,229,944
Cash and cash equivalents at end of year $ 1,543,162 3 1,657,955

The accompanying notes are an integral part of these consolidated financial statements,
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017
(Expressed in thousands of New Taiwan dollars, except as otherwise indicated)

[. HISTORY AND ORGANISATION

(1) ECOVE Environment Corporation (the “Company”) was incorporated as a company limited by
shares under the provisions of the Company Law of the Republic of China (R.0.C.) on December 13,
1999, and consolidated investee-Chang Ting Corporation in December, 2005.

(2) The Company and its subsidiaries (collectively referred herein as the “Group™) are primarily engaged
in waste management. The Company’s shares were issued through an initial public offering on
December 3, 2007, and have been listed in the Taiwan OTC market since May 27, 2010.

(3) CTCI Corporation, the Company’s ultimate parent company, holds 57.31% equity interest in the
Company as of December 31, 2018.

2. THE DATE OF AUTHORISATION FOR ISSUANCE OF THE CONSOLIDATED FINANCIAL
STATEMENTS AND PROCEDURES FOR AUTHORISATION

These consolidated financial statements were authorised by the Board of Directors on March 8, 2019.

3. APPLICATION OF NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS

(1) Effect of the adoption of new issuances of or amendments to International Financial Reporting
Standards (“IFRS™) as endorsed by the Financial Supervisory Commission (“FSC™)

New standards, interpretations and amendments endorsed by FSC effective from 2018 are as follows:

Effective Date by
International Accounting
New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 2, ‘Classification and measurement of share- January 1, 2018

based payment transactions’
Amendments to IFRS 4, ‘Applying IFRS 9 Financial instruments with January 1, 2018
IFRS 4 Insurance contracts’

IFRS 9, ‘Financial instruments’ January 1, 2018
IFRS 15, ‘Revenue from contracts with customers’ January 1, 2018
Amendments to IFRS 15, ‘Clarifications to IFRS 15 Revenue from January 1, 2018
contracts with customers’

Amendments to TAS 7, ‘Disclosure initiative’ January 1, 2017
Amendments to TAS 12, ‘Recognition of deferred tax assets for January 1, 2017

unrealised losses’
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Effective Date by

International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to IAS 40, “Transfers of investment property’ January 1, 2018
IFRIC 22, ‘Foreign currency transactions and advance consideration’ January 1, 2018
Annual improvements to IFRSs 2014-2016 cycle- Amendments to January 1, 2018
IFRS 1, ‘First-time adoption of Intemational Financial Reporting
Standards’
Annual improvements to IFRSs 2014-2016 cycle- Amendments to Janvary 1, 2017
IFRS 12, ‘Disclosure of interests in other entities’
Annual improvements to IFRSs 2014-2016 cycle- Amendments to January 1, 2018

IAS 28, ‘Investments in associates and joint ventures’

Except for the following, the above standards and interpretations have no significant impact to the
Group’s financial condition and financial performance based on the Group’s assessment.

A, IFRS 9, ‘Financial instruments’

(2) Equity instruments would be classified as financial asset at fair value through profit or loss,
unless an entity makes an irrevocable election at inception to present subsequent changes in
the fair value of an investment in an equity instrument that is not held for trading in other
comprehensive income.

(b) The impairment losses of debt instruments are assessed using an ‘expected credit loss’
approach. An entity assesses at each balance sheet date whether there has been a significant
increase in credit risk on that instrument since initial recognition to recognize 12-month
expected credit losses ("ECL”) or lifetime ECL (interest revenue would be calculated on the
gross carrying amount of the asset before impairment losses occurred); or if the instrument
that has objective evidence of impairment, interest revenue after the impairment would be
calculated on the book value of net carrying amount (i.e. net of credit allowance). The Group
shall always measure the loss allowance at an amount equal to lifetime expected credit losses
for trade receivables that do not contain a significant financing component.

(c) The Group has elected not to restate prior period financial statements using the modified
retrospective approach under JFRS 9. For details of the significant effect as at J aﬁuary 1, 2018,
please refer to Note 12(4).

In adopting the new standards endorsed by the FSC effective from 2018, the Group applied the

new rules under IFRS @ using the modified restrospective approach from January 1, 2018, with

the practical expedients permitted under the statement. The significant effects of applying the new
standard as of January 1, 2018 are summarised below:

In accordance with IFRS 9, the Group reclassifies available-for-sale financial assets and financial

assets at cost in the amounts 0£$136,852 and $543, respectively, and makes an irrevocable election

at initial recognition on equity instruments not held for dealing or trading purpose, by increasing
financial assets at fair value through other comprehensive income in the amount of $137,395.
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B. Presentation of contract assets and contract liabilities
In line with IFRS 15 requirements, the Group changes the presentation of certain accounts in the
balance sheet as follows:
Under IFRS 15, assets in relation to contracts and liabilities in relation to contracts are recognised
as contract assets and contract liabilities, but were previously presented as long-term accounts
receivable and receipts in advance in the balance sheet. As of January 1, 2018, the balance would
amount to $2,414,923 and $36,605, respectively.

(2) Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not yet adopted by
the Group

New standards, interpretations and amendments endorsed by the FSC effective from 2019 are as
follows:

Effective date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 9, ‘Prepayment features with negative January 1, 2019
compensation’
IFRS 16, ‘Leases’ January 1, 2019
Amendments to IAS 19, ‘Plan amendment, curtailment or settlement’ January 1, 2019
Amendments to IAS 28, ‘Long-term interests in associates and joint January 1, 2019
ventures’
IFRIC 23, ‘Uncertainty over income tax treatments’ January 1, 2019
Annual improvements to IFRSs 2015-2017 cycle January 1, 2019

Except for the following, the above standards and interpretations have no significant impact to the
Group’s financial condition and financial performance based on the Group’s assessment. The
quantitative impact will be disclosed when the assessment is complete.

IFRS 16, ‘Leases’

IFRS 16, ‘Leases’, replaces IAS 17, ‘Leases’ and related interpretations and SICs. The standard
requires lessees to recognise a 'right-of-use asset' and a lease liability (except for those leases with
terms of 12 months or less and leases of low-value assets). The accounting stays the same for lessors,
which s to classify their leases as either finance leases or operating leases and account for those two
types of leases differently. IFRS 16 only requires enhanced disclosures to be provided by lessors.

In adopting IFRS 16 ‘Lease’, the Group has elected not to restate prior period financial statements

and classified the effects on the lease contract of lessee to Jamuary 1, 2019 in accordance with IFRS
16.

In the first quarter 0o£2018, the Group reported to the Board of Directors that IFRS 16 has no material
impact to the Group.

~14~
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(3) IFRSs issued by IASB but not vet endorsed by the FSC

New standards, interpretations and amendments issued by IASB but not yet included in the IFRSs as
endorsed by the FSC are as follows:

Effective date by
International Accounting
New Standards, Interpretations and Amendments Standards Board
Amendment to JAS 1 and IAS 8, ‘Disclosure Initiative-Definition of January 1, 2020
Material’
Amendments to IFRS3, ‘Definition of a business’ January 1, 2020
Amendments to IFRS 10 and TAS 28, ‘Sale or contribution of assets ~ To be determined by
between an investor and its associate or joint venture’ International Accounting
Standards Board
IFRS 17, ‘Insurance contracts’ January 1, 2021

The above standards and interpretations have no significant impact to the Group’s financial condition
and financial performance based on the Group’s assessment.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Compliance statement

The consolidated financial statements of the Group have been prepared in accordance with the
“Regulations Governing the Preparation of Financial Reports by Securities Issuers”, International
Financial Reporting Standards, International Accounting Standards, IFRIC Interpretations, and SIC
Interpretations as endorsed by the FSC (collectively referred herein as the “IFRSs”).

(2) Basis of preparation

A. Except for the following items, the consolidated financial statements have been prepared under
the historical cost convention:

(a) Financial assets and financial liabilities (including derivative instruments) at fair value through
profit or loss.

(b) Financial assets at fair value through other comprehensive income/Available-for-sale financial
assets measured at fair value.

(c) Defined benefit liabilities recognised based on the net amount of pension fund assets less
present value of defined benefit obligation.

B. The preparation of financial statements in conformity with IFRSs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in Note 5.

C. In adopting IFRS 9 effective January 1, 2018, the Group has elected to apply modified
retrospective approach whereby the cumulative impact of the adoption was recognised as retained
~]5~
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earnings or other equity as of January 1, 2018 and the financial statements December 31, 2017
were not restated. The financial statements for the year ended December 31, 2017 were prepared
in compliance with International Accounting Standard 39 (‘IAS 39°), and related financial
reporting interpretations. Please refer to Note 12(4) for details of significant accounting policies.

(3) Basis of consolidation
A. Basis for preparation of consolidated financial statements:

(a) All subsidiaries are included in the Group’s consolidated financial statements. Subsidiaries are
all entities (including structured entities) controlled by the Group. The Group controls an entity
when the Group is exposed, or has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through its power over the entity. Consolidation
of subsidiaries begins from the date the Group obtains control of the subsidiaries and ceases
when the Group loses control of the subsidiaries.

(b) Inter-company transactions, balances and unrealised gains or losses on transactions between
companies within the Group are eliminated. Accounting policies of subsidiaries have been
adjusted where necessary to ensure consistency with the policies adopted by the Group.

(c) Profit or loss and each component of other comprehensive income are attributed to the owners
of the parent and to the non-controlling interests. Total comprehensive income 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.

(d) Changes in a parent’s ownership interest in a subsidiary that do not result in the parent losing
control of the subsidiary (transactions with non-controlling interests) are accounted for as
equity transactions, i.e. transactions with owners in their capacity as owners. Any difference
between the amount by which the non-controlling interests are adjusted and the fair value of
the consideration paid or received is recognised directly in equity.

~16~
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. Subsidiaries included in the consolidated financial statements:

Ownership percentage (%)

Name of the investor Nﬁgiihe Main Activities | December 31,| December | Note
' 2018 31,2017
ECOVE Environment|ECOVE Waste Environmentai 100.00 100.00
Corp. Management Corp. | engineering
ECOVE Environment| ECOVE Miaoli Environmental 74.999 74.999
Corp. Energy Corp. engineering
ECOVE Environment 0.001 0.001
Service Corp. '
ECOVE Environment|ECOVE Environmental 83.15 93.15
Corp. Environment engineering
ECOVE Waste Service Corp. 0.001 0.01
Management Corp.
ECOVE Environment|ECOVE Wuyjih Environmental 98.00 98.00
Corp. Energy engincering
ECOVE Environment|Corp. 2.00 2.00
Service Corp.
ECOVE Environment|Yuan Ding Environmental 60.00 60.00
Corp. Resources Corp. engineering
ECOVE Waste 40.00 40.00
Management Corp.
ECOVE Environment|SINOGAL-Waste | Environmental 30.00 30.00 Note
Service Corp. Services Co., Ltd. engineering 1
ECOVE Environment| ECOVE Environmental 100.00 100.00
Service Corp. Environment engineering
Consulting Corp.
ECOVE Environment| ECOVE Solvent Environmental 89.99 -
. Recyclin engineerin

nEE Corgoratgion ® : 0.01 - Note
ECOVE Environment ) 2
Service Corp.
ECOVE Environment Energy sector 100.00 49,99
Corp. ECOVE Solar

- . Energy - 0.01 Note
ECQVE Environment Corporation 3
Service Corp.

~17~
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Ovwmership percentage (%)

Name of the investor Eig;:;f the Main Activities { December 31,| December | Note
2018 31,2017
ECOVE Solar ECOVE Solar . Energy sector 100.00 100.00 Note
Energy Corporation Power Corporation 3
ECOVE Solar ECOVE Central | Energy sector | 100.00 100.00 | Note
Energy Corporation Corporation Ltd. 3
ECOVE Solar ECOVE _Southd Energy sector |  100.00 100.00 | Note
Energy Corporation Corporation Ltd. 3
ECOVE Solar G.D. International, | Energy sector 100.00 100.00 Note
Energy Corporation |LLC. 3
G.D. International, [Lumberton Solar Energy sector 100.00 100.00 Note
LLC. W2-090, LLC. 3

Note 1: Included in the consolidated financial statements due to the Company’s control of
subsidiary's finance, operation and personnel.

Note 2: In May 2018, the Group acquired ECOVE Solvent Recycling Corporation by cash, which
became a subsidiary whose 90% equity was directly and indirectly held by the Group,
and the subsidiary was consolidated into financial statements from the date of acquisition.

Note 3: On September 20, 2018, the Group acquired 50% of the shares of ECOVE Solar Energy
Corporation by cash. The acquired company became a wholly-owned subsidiary and was
consolidated from the date on which control was obtained.

E. Significant restrictions: None.

C. Subsidiaries not included in the consolidated financial statements: None.

D. Adjustments for subsidiaries with different balance sheet dates: None.

F. Subsidiaries that have non-controlling interests that are material to the Group:

As of December 31, 2018 and 2017, the non-controlling interest amounted to $543,121 and
$547,243, respectively. The information of non-controlling interest and respective subsidiaries is

as follows:
Non-controlling interest
December 31, 2018 December 31, 2017
Name of Principal place Ownership Ownership
subsidjary of business Amount (%) Amount (%)
ECOVE Miaoli Taiwan § 334,656 25.00% $ 335978  25.00%
Energy Corp.
SINOGAL-Waste Macau 135,150  70.00% 148,558  70.00%
Services Co., Ltd.
~]18~

174




Summarized financial information of the subsidiaries:

Balance sheets

Current assets
Non-current assets
Current liabilities
Non-current liabilities
Total net assets

Current assets
Non-current assets
Current liabilities
Non-current liabilities
Total net assets

Statements of comprehensive income

Revenue

Profit before income tax

Income tax expense

Profit for the year

Other comprehensie loss, net of tax
Total comprehensive income for the year
Comprehensive income attributable to
non-controlling interest

Dividends paid to non-controlling interest

~19~
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ECOVE Miaoli Energy Corp.
December 31, 2018  December 31, 2017
$ 175,062 § 173,463

1,337,570 1,463,676
( 102,176) ( 225,856)
( 71,831) ( 67,372)
$ 1,338,625 $ 1,343,911

SINOGAL-Waste Services Co., Ltd.
December 31, 2018  December 31, 2017

3 403,137 § 408,081
5,683 9,969
( 155,808) ( 151,175)
( 59,941) ( 54,650)
$ 193,071 § 212,225
ECOVE Miaoli Energy Corp.
For the years ended December 31,
2018 2017
$ 347,786 § 348,186
175,309 181,563
( 46,254) ( 31,036)
129,055 150,527
( 48) ( 1,107)
$ 129,007 § 149,420
$ 32,252 § 37,355
$ 33,592 § 35,063




SINOGAL-Waste Services Co., Ltd.
For the years ended December 31,

2018 2017
Revenue $ 649,134 § 708,712
Profit before income tax 167,716 171,864
Income tax (expense) benefit ( 692} 21,686
Profit for the year 167,024 193,550
Other comprehensive loss, net of tax ( 1,186) ( 16,329)
Total comprehensive income for the year $ 165,838 § 177,221
Comprehensive income attributable to
non-controlling interest $ 116,087 $ 124,055
Dividends paid to non-controlling interest $ 127,558 § 154,993
Statements of cash flows
ECOVE Miaoli Energy Corp.
For the years ended December 31,
2018 2017
Net cash provided by operating activities $ 279,321 § 271,944
Net cash provided by investing activities 4326 66,943
Net cash used in financing activities ( 310,368) ( 316,254)
(Decrease) increase in cash and cash
equivalents ( 26,721) 22,633
Cash and cash equivalents, beginning of
year 28,303 5,670
Cash and cash equivalents, end of year $ 1,582 § 28,303
SINOGAL-Waste Services Co., Ltd.
For the years ended December 31,
2018 2017
Net cash provided by operating activities $ 212,053 § 197,859
Net cash provided by (used in) investing
activities 29,902 ( 67,533)
Net cash used in financing activities ( 193,169) ( 215,274)
Increase (decrease) in cash and cash
equivalents 48,786 ( 84,948)
Cash and cash equivalents, beginning of
year 3,175 88,123
Cash and cash equivalents, end of year $ 51,961 § 3,175

(4) Foreign currency translation

Items included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (the “functional
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currency”). The consolidated financial statements are presented in New Taiwan dollars, which is the
Company’s functional and the Group’s presentation currency.

A. Foreign currency transactions and balances

(a) Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions or valuation where items are remeasured.
Foreign exchange gains and losses resulting from the settlement of such transactions are
recognised in profit or loss in the period in which they arise.

(b) Monetary assets and liabilities denominated in foreign currencies at the period end are re-
translated at the exchange rates prevailing at the balance sheet date. Exchange differences
arising upon re-transiation at the balance sheet date are recognised in profit or loss.

(c) Non-monetary assets and liabilities denominated in foreign currencies held at fair vahe
through profit or loss are re-translated at the exchange rates prevailing at the balance sheet
date; their translation differences are recognised in profit or loss. Non-monetary assets and
liabilities denominated in foreign currencies held at fair value through comprehensive income
are re-translated at the exchange rates prevailing at the balance sheet date; their translation
differences are recognised in other comprehensive income. However, non-monetary assets and
liabilities denominated in foreign currencies that are not measured at fair value are translated
using the historical exchange rates at the dates of the initial transactions.

B. Translation of foreign operations

The operating results and financial position of all the group entities that have a functional currency
different from the presentation currency are translated into the presentation currency as follows:

(a) Assets and liabilities for each balance sheet presented are translated at the closing exchange
rate at the date of that balance sheet;

(b) Income and expenses for each statement of comprehensive income are translated at average
exchange rates of that period; and

(c) All resulting exchange differences are recognised in other comprehensive income.

(5) Classification of current and non-current items

A. Assets that meet one of the following criteria are classified as current assets; otherwise they are
classified as non-current assets:

(a) Assets arising from operating activities that are expected to be realised, or are intended to be
sold or consumed within the normal operating cycle;

{(b) Assets held mainly for trading purposes;
(c) Assets that are expected to be realised within twelve months from the balance sheet date;

(d) Cash and cash equivalents, excluding restricted cash and cash equivalents and those that are

to be exchanged or used to settle liabilities more than twelve months after the balance sheet
date.
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B. Liabilities that meet one ofthe following criteria are classified as current liabilities; otherwise they
are classified as non-current liabilities:

(a) Liabilities that are expected to be settled within the normal operating cycle;
(b) Assets held mainly for trading purposes;
(c) Liabilities that are to be settled within twelve months from the balance sheet date;

(d) Liabilities for which the repayment date cannot be extended unconditionally to more than
twelve months after the balance sheet date.

(6) Cash equivalents

Cash equivalents refer to short-term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value. Time deposits that
meet the definition above and are held for the purpose of meeting short-term cash commitments in
operations are classified as cash equivalents.

(7) Financial assets at fair value through profit or loss

A. Financial assets at fair value through profit or loss are financial assets that are not measured at
amortised cost or fair value through other comprehensive income.

B. On a regular way purchase or sale basis, financial assets at fair value through profit or loss are
recognised and derecognised using settlement date accounting.

C. At initial recognition, the Group measures the financial assets at fair value. All related transaction
costs are recognised in profit or loss. The Group subsequently measures these financial assets at
fair value with any gain or loss recognised in profit or loss.

(8) Financial assets at fair value through other comprehensive income

A. Financial assets at fair value through other comprehensive income comprise equity securities
which are not held for trading, and for which the Group has made an irrevocable election at initial

recognition to recognise changes in fair value in other comprehensive income and debt instruments
which meet all of the following criteria:

(a) The objective of the Group’s business model is achieved both by collecting contractual cash
flows and selling financial assets; and

(b) The assets’ contractual cash flows represent solely payments of principal and interest.

B. On a regular way purchase or sale basis, financial assets at fair value through other comprehensive
income are recognised and derecognised using settlement date accounting,

C. At initial recognition, the Group measures the financial assets at fair value plus transaction costs.
The Group subsequently measures the financial assets at fair value:

(a) The changes in fair value of equity investments that were recognised in other comprehensive
income are reclassified to retained earnings and are not reclassified to profit or loss following
the derecognition of the investment. Dividends are recognised as revenue when the right to
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receive payment is established, future economic benefits associated with the dividend will
flow to the Group and the amount of the dividend can be measured reliably.

(b) Except for the recognition of impairment loss, interest income and gain or loss on foreign
exchange which are recognised in profit or loss, the changes in fair value of debt instraments
are taken through other comprehensive income. When the financial asset is derecognised, the

cumulative gain or loss previously recognised in other comprehensive income is reclassified
from equity to profit or loss.

(9) Accounts and notes receivable

A. Accounts and notes receivable entitle the Group a legal right to receive consideration in exchange
for transferred goods or rendered services.

B. The short-term accounts and notes receivable without bearing interest are subsequently measured
at initial invoice amount as the effect of discounting is immaterial.

(10) Impairment of financial assets

For debt instruments measured at fair value through other comprehensive income, at each reporting
date, the Group recognises the impairment provision for 12 months expected credit losses if there has
not been a significant increase in credit risk since initial recognition or recognises the impairment
provision for the lifetime expected credit losses (ECLs) if such credit risk has increased since initial
recognition after taking into consideration all reasonable and verifiable information that inchides
forecasts. On the other hand, for accounts receivable or contract assets that do not contain a significant
financing component, the Group recognises the impairment provision for lifetime ECLs.

(11) Derecognition of financial assets

The Group derecognises a financial asset when the contractual rights to receive the cash flows from
the financial asset expire.

(12) Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted-average method. The item by item approach is used in applying the lower of cost and net

realisable value. Net realisable value is the estimated selling price in the ordinary course of business,
less the estimated cost of completion and applicable variable selling expenses.

(13) Investments accounted for using equity method / associates

A. Associates are all entities over which the Group has significant influence but not control. In
general, it is presumed that the investor has significant influence, if an investor holds, directly or
indirectly 20 percent or more of the voting power of the investee. Investments in associates are
accounted for using the equity method and are initially recognised at cost.

B. The Group’s share of its associates’ post-acquisition profits or losses is recognised in profit or
loss, and its share of post-acquisition movements in other comprehensive income is recognised
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in other comprehensive income. When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any other unsecured receivables, the Group does

not recognise further losses, unless it has incurred legal or constructive obligations or made
payments on behalf of the associate.

C. When changes in an associate’s equity do not arise from profit or loss or other comprehensive
income of the associate and such changes do not affect the Group’s ownership percentage of the
associate, the Group recognises change in ownership interests in the associate in ‘capital surplus’
in proportion to its ownership.

D. Unrealised gains on transactions between the Group and its associates are eliminated to the extent
of the Group’s interest in the associates. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of

associates have been adjusted where necessary to ensure consistency with the policies adopted
by the Group.

E. When the Group disposes its investment in an associate and loses significant influence over this
associlate, the amounts previously recognised in other comprehensive income in relation to the
associate, are reclassified to profit or loss, on the same basis as would be required if the relevant
assets or liabilities were disposed of. If it retains significant influence over this associate, the
amounts previously recognised in other comprehensive income in relation to the associate are
reclassified to profit or loss proportionately in accordance with the aforementioned approach,

F. 'When the Group disposes its investment in an associate and loses significant influence over this
associate, the amounts previously recognised as capital surplus in relation to the associate are
transferred to profit or loss. If it retains significant influence over this associate, the amounts

previously recognised as capital surplus in relation to the associate are transferred to profit or
loss proportionately.

(14) Investment accounted for using equity method —~ joint ventures

The Group accounts for its interest in a joint venture using equity method. Unrealised profits and
losses arising from the transactions between the Group and its joint venture are eliminated to the
extent of the Group’s interest in the joint venture. However, when the transaction provides evidence
of a reduction in the net realisable value of current assets or an impairment loss, all such losses shall
be recognised immediately. When the Group’s share of losses in a joint venture equals or exceeds
its interest in the joint venture together with any other unsecured receivables, the Group does not
recognise further losses, unless it has incurred legal or constructive obligations or made payments
on behalf of the joint venture.

(15) Property, plant and equipment

A. Property, plant and equipment are initially recorded at cost. Borrowing costs incurred during the
construction period are capitalised.

B. Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
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will flow to the Group and the cost of the item can be measured reliably. The carrying amount of
the replaced part is derecognised. All other repairs and maintenance are charged to profit or loss
during the financial period in which they are incurred.

C. Land is not depreciated. Other property, plant and equipment apply cost model and are
depreciated using the straight-line method to allocate their cost over their estimated useful lives.
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 must be depreciated separately.

D. The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if
appropriate, at each financial year-end. If expectations for the assets’ residual values and useful
lives differ from previous estimates or the patterns of consumption of the assets® future economic
benefits embodied in the assets have changed significantly, any change is accounted for as a
change in estimate under IAS 8, ‘Accounting Policies, Changes in Accounting Estimates and
Errors’, from the date of the change.

The estimated useful lives of property, plant and equipment are as follows:

Buildings and structures 6 ~ 26 years

Machinery and equipment 3 ~ 20 years

Transportation equipment 3 ~ 7 years

Others 3 ~5 years
(16) Intangible assets

Goodwill arises in a business combination accounted for by applying the acquisition method.

(17) Impairment of non-financial assets

A. The Group assesses at each balance sheet date the recoverable amounts of those assets where
there is an indication that they are impaired. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell or value in use. Except for goodwill, when the
circumstances or reasons for recognizing impairment loss for an asset in prior years no longer
exist or diminish, the impairment loss is reversed. The increased carrying amount due to reversal
should not be more than what the depreciated or amortised historical cost would have been if the
impairment had not been recognised.

B. Therecoverable amounts of goodwill is evaluated periodically. An impairment loss is recognised
for the amount by which the asset’s carrying amount exceeds its recoverable amount. Impairment

loss of goodwill previously recognised in profit or loss shall not be reversed in the following
years.

C. For the purpose of impairment testing, goodwill acquired in a business combination is allocated
to each of the cash-generating units, or groups of cash-generating units, that is/are expected to
benefit from the synergies of the business combination.
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(18) Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference between the proceeds (net of transaction costs)

and the redemption value is recognised in profit or loss over the period of the borrowings using the
effective interest method.

(19) Notes and accounts payable

A. Accounts payable are liabilities for purchases of raw materials, goods or services and notes
payable are those resulting from operating and non-operating activities,

B. The short-term notes and accounts payable without bearing interest are subsequently measured
at initial invoice amount as the effect of discounting is immaterial.

(20) Derecognition of financial labilities

A financial liability is derecognised when the obligation specified in the contract is either discharged
or cancelled or expires.

(21) Offsetting financial instruments

Financial assets and liabilities are offset and reported in the net amount in the balance sheet when

there is a legally enforceable right to offset the recognised amounts and there is an intention to settle
on a net basis or realise the asset and settle the liability simultaneously.

{22) Provisions for other liabilities

Provisions-decommissioning are recognised when the Group has a present legal or constructive
obligation as a result of past events, and it is probable that an outflow of economic resources will be
required to settle the obligation and the amount of the obligation can be reliably estimated.
Provisions are measured at the present value of the expenditures expected to be required to settle
the obligation on the balance sheet date, which is discounted using a pre-tax discount rate that
reflects the current market assessments of the time value of money and the risks specific to the
obligation. Provisions are not recognised for future operating losses.

(23) Employee benefits

A. Pensions
(a) Defined contribution plans

For defined contribution plans, the contributions are recognised as pension expense when
they are due on an accrual basis. Prepaid contributions are recognised as an asset to the extent
of a cash refund or a reduction in the future payments.

(b) Defined benefit plans

i. Net obligation under a defined benefit plan is defined as the present value of an amount
of pension benefits that employees will receive on retirement for their services with the
Group in current period or prior periods. The liability recognised in the balance sheet in

~26~

182



respect of defined benefit pension plans is the present valie of the defined benefit
obligation at the balance sheet date less the fair value of plan assets. The defined benefit
obligation is calculated annually by independent actuaries using the projected unit credit
method. The present value of the defined benefit obligation is determined by discounting

the estimated future cash outflows using interest rates of government bonds (at the balance
sheet date).

ii. Remeasurement arising on defined benefit plans are recognised in other comprehensive
income in the period in which they arise and are recorded as retained earnings.

iii. Past service costs are recognised immediately in profit or loss.

B. Termination benefits

Termination benefits are employee benefits provided in exchange for the termination of
employment as a result from either the Group’s decision to terminate an employee’s employment
before the normal retirement date, or an employee’s decision to accept an offer of redundancy
benefits in exchange for the termination of employment. The Group recognises expense as it can
no longer withdraw an offer of termination benefits or it recognises relating restructuring costs,
whichever 1s earlier. Benefits that are expected to be due more than 12 months after balance sheet
date shall be discounted to their present value,

C. Employees’ compensation directors’ and supervisors’ remuneration
1Y

Employees’ compensation  and directors’ and supervisors’ remuneration are recognised as
expense and liability, provided that such recognition is required under legal or constructive
obligation and those amounts can be reliably estimated. Any difference between the resolved
amounts and the subsequent actual distributed amounts is accounted for as a change in estimate.

(24) Employee share-based payment

For the equity-settled share-based payment arrangements, the employee services received are
measured at the fair value of the equity instruments granted at the grant date, and are recognised as
compensation cost over the vesting period, with a corresponding adjustment to equity. The fair value
of the equity instruments granted shall reflect the impact of market vesting conditions and non-
market vesting conditions. Compensation cost is subject to adjustment based on the service
conditions that are expected to be satisfied and the estimates of the number of equity instruments
that are expected to vest under the non-market vesting conditions at each balance sheet date.
Ultimately, the amount of compensation cost recognised is based on the mumber of equity
instruments that eventually vest.

(25) Income tax

A. The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or
loss, except to the extent that it relates to items recognised in other comprehensive income or

items recognised directly in equity, in which cases the tax is recognised in other comprehensive
income or equity.
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B. The current income tax expense is calculated on the basis ofthe tax laws enacted or substantively
enacted at the balance sheet date in the countries where the Company and its subsidiaries operate
and generate taxable income. Management periodically evaluates positions taken in tax returns
with respect to situations in accordance with applicable tax regulations. It establishes provisions
where appropriate based on the amounts expected to be paid to the tax authorities. An additional
tax is levied on the unappropriated retained earnings and is recorded as income tax expense in
the year the stockholders resolve to retain the earnings.

C. Deferred tax is recognised, using the balance sheet liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
consolidated financial statements. Deferred tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the balance sheet date and are expected to apply when
the related deferred tax asset is realised or the deferred income tax liability is settled.

D. Deferred tax assets are recognised only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised. At each balance sheet
date, unrecognised and recognised deferred income tax assets are reassessed.

E. Current income tax assets and liabilities are offset and the net amount reported in the balance
sheet when there is a legally enforceable right to offset the recognised amounts and there is an
intention to seftle on a net basis or realise the asset and settle the liability simultaneously.
Deferred tax assets and liabilities are offset on the balance sheet when the entity has the legally
enforceable right to offset current tax assets against current tax liabilities and they are levied by
the same taxation authority on either the same entity or different entities that intend to settle on
a net basis or realise the asset and settle the liability simultaneously.

F. Ifachange in tax rate is enacted or substantively enacted, the Group recognises the effect of the
change immediately when the change occurs. The effect of the change on items recognised
outside profit or loss is recognised in other comprehensive income or equity while the effect of
the change on items recognised in profit or loss is recognised in profit or loss.

(26) Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or stock options are shown in equity as a deduction, net of tax, from the proceeds.

(27) Dividends

Dividends are recorded in the Company’s financial statements in the period in which they are
resolved by the Company’s shareholders. Cash dividends are recorded as liabilities.

(28) Revenue recognition

A. Service concession arrangements

(a) The Group contracted with the government (grantor) a service concession arrangement
whereby the Group shall provide construction of the government’s infrastructure assets for
public services and operate those assets during the term of the arrangement, and when the
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term of the operating period expires, the underlying infrastructure assets will be transferred
to the government without consideration. The Group allocates the fair value of the
consideration received or receivable in respect of the service concession arrangement
between construction services and operating services provided based on their relative fair
values, and recognises such allocated amounts as revenue in accordance with IFRS 135,
‘Revenue from contracts with customers’.

(b) Costs incurred on provision of construction services or upgrading services under a service

concession arrangement are accounted for in accordance with IFRS 15, ‘Revenue from
contracts with customers’.

(¢) The consideration received or receivable from the grantor in respect of the service concession
arrangement is recognised at its fair value. Such considerations are recognised as a financial
asset or an intangible asset based on how the considerations from the grantor to the operator
are made as specified in the arrangement. The Group recognises a financial asset to the extent
that it has an unconditional contractual right to receive cash or another financial asset from
or at the direction of the grantor for the construction services, and recognises an intangible
asset to the extent that it receives a right (a licence) to charge users of the public service.

(d) The Group contracted with the government (grantor) a service concession arrangement that
is about Refuse Incineration Plant by build- operate- transfer (BOT) mode. Revenue is
recognized based on the contract. The Group evaluates the significant financing component
of the contract and adjusts the price on the commencement of the contract and recognises
revenue and account receivable to the amount that it has a right to bill each month.

B. Service revenue

The Group provides waste treatment, electricity sales, and waste collection service that are
charged for the service per unit at a fixed rate. The Group recognises revenue and account
receivable to the amount that it has a right to bill each month.

C. Other revenue

The Group provides repairs and maintenance, and consulting service that are charged for the
service per unit at a fixed rate. The Group recognises revenue and accounts receivable based on
the amount that it has a right to bill each month.

(29) Government grant

The government grant is reasonably convinced that the company will comply with the conditions
attached to the government grant and will recognise the grant at fair value. If the nature of the
government grant is to compensate the expenses incurred by the Group, the government grant is

recognised as current profit and loss on a systematic basis during the period in which the related
expenses are incurred.

(30) Business combinations

A. The Group uses the acquisition method to account for business combinations. The consideration
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transferred for an acquisition is measured as the fair value of the assets transferred, liabilities
incurred or assumed and equity instruments issued at the acquisition date, plus the fair value of
any assets and liabilities resulting from a contingent consideration arrangement. All acquisition-
related costs are expensed as incurred. Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date. For each business combination, the Group measures at the acquisition date
components of non-controlling interests in the acquiree that are present ownership interests and
entitle their holders to the proportionate share of the entity’s net assets in the event of liquidation
at either fair value or the present ownership instruments’ proportionate share in the recognised
amounts of the acquiree’s identifiable net assets. All other non-controlling interests should be
measured at the acquisition-date fair value.

B. The excess of the consideration transferred, the amount of any non-controlfling interest in the
acquiree and the fair value of any previous equity interest in the acquiree over the fair value of
the identifiable assets acquired and the liabilities assumed is recorded as goodwill at the
acquisition date. If the total of consideration transferred, non-controlling interest in the acquiree
recognised and the fair value of previously held equity interest in the acquiree is less than the
fair value of the identifiable assets acquired and the liabilities assumed, the difference is
recognised directly in profit or loss on the acquisition date.

(31) Operating segments

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker. The Group’s chief operating decision-maker, who is responsible for
allocating resources and assessing performance of the operating segments, has been identified as the
Board of Directors that makes strategic decisions.

5. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF
ASSUMPTION UNCERTAINTY

The preparation of these consolidated financial statements requires management to make critical
judgements in applying the Group’s accounting policies and make critical assumptions and estimates
concerning future events. Judgements and estimates may differ from the actual results and are continually
evaluated and adjusted based on historical experience and other factors. The Group has no critical
accounting judgements, estimates and assumption uncertainty.

6. DETAILS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents

December 31, 2018  December 31, 2017

Cash on hand and revolving funds 3 10,343 % 10,032
Checking accounts and demand deposits 422,288 378,457
Time deposits 1,110,531 1,269,466
Total $ 1,543,162 § 1,657,955

A. The Group transacts with a variety of financial institutions all with high credit quality to disperse
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credit risk, so it expects that the probability of counterparty default is remote.
B. The details of cash and cash equivalents pledged to others are provided in the Note 8.

(2) Financial assets at fair value through profit or loss

Items December 31, 2018

Currents items
Financial assets mandatorily measured at fair value through profit or

loss
Beneficiary certificates $ 182,925
Valuation adjustment 363
Total ' $ 183,288

A. Amounts recognised in profit or loss in relation to financial assets at fair value through profit or
loss are listed below:

For the year ended
December 31, 2018 _

Financial assets mandatorily measured at fair value through profit or
loss
Beneficiary certificates $ 1,564

B. Information relating to credit risk is provided in Note 12(2).

C. The information on financial assets at fair value through profit or loss as of December 31, 2017 is
provided in Note 12(4).

(3) Financial assets at fair value through other comprehensive income

Ttems December 31, 2018
Current items:
Equity instruments
Listed stocks 106,367
Valuation adjustment ( 4,166)
Total $ 102,201
Non-current items:
Equity instruments
Unlisted stocks $ 2,342
Valuation adjustment ( 1,799)
Total ¥ 543
31~
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A. Amounts recognised in profit or loss and other comprehensive income in relation to the financial
assets at fair value through other comprehensive income are listed below:

Equity instruments at fair value through
other comprehensive income
Fair value change recognised in other comprehensive income

Cumulative gains (losses) reclassified to retained earnings due to
derecognition

Debt instruments at fair value through
other comprehensive income
Exchange gains recognised in profit or loss

Fair value change recognised in other comprehensive income

Accumulated other comprehensive income reclassified to profit or loss

Reclassified due to derecognition

Interest income recognised in profit or loss

B. Information relating to credit risk is provided in Note 12(2).

For the year ended
December 31, 2018

($ 2,143)
($ 31,653)
3 3,697)
$ 67
6 467)
$ 825

C. The information on available-for-sale financial assets and financial assets at cost as of December

31, 2017 is provided in Note 12(4).

(4) Accounts receivable

December 31, 2018  December 31, 2017
Accounts receivable $ 762,525 § 679,504
Long-term accounts receivable - due in one year 278,646 267,720
$ 1,041,171  § 947,224

A. The ageing analysis of accounts receivable as follows:

December 31, 2018

December 31, 2017

Current $ 278,646 $ 835,453
Up to 120 days 654,851 53,405
121 to 180 days 49,119 29,667
Over 181 days 58,555 28,699

$ 1,041,171 § 047,224

B. The above ageing analysis was based on invoice date.

C. For details on the long-term accounts receivable — due in one year, please refer to Note 6(9).

D. Information relating to credit risk of account receivable is provided in Note 12(2).
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(5) Prepayments

December 31, 2018  December 31, 2017

Prepayments for material purchases $ 199,314 § 163,753
Prepaid rents 3,277 2,711
Prepaid insurance premiums 20,953 7,094
Others 42,959 39,271

$ 266,503 $ 212,829

(6) Other current assets

December 31, 2018  December 31, 2017

Restricted bank deposits $ 40,940 $ 10,000
Other financial assets (Note) 301,238 185,910
$ 342,178 § 195,910

Note: The above assets consists of time deposits with maturity over three months.

(7) Investments accounted for under the equity method

2018 2017
At January 1 $ 666,510 $ 594,024
Addition of investments accounted for under

the equity method 77,500 80,474
Disposal of investments accounted for under

equity method - ( 5,309)
Investments accounted for under equity method

transferred into a subsidiary ( 358,790) -
Share of profit or loss of investments accounted

for using the equity method 31,435 21,101
Earnings distribution of investments accounted

for using equity method ( 13,997) ( 13,137)
Changes in capital surplus 476 196
Changes in other equity items 2,584 ( 19,839)
At December 31 $ 405,718 $ 666,510

December 31, 2018  December 31, 2017
Associates:
CTCI Chemicals Corp. $ 64,214 § 61,943
Boretech Resource Recovery Engineering Co.,

Lid. (Cayman) 292,168 293,441
Ever Ecove Corporation 49,336 -
Joint ventures:

ECOVE Solar Energy Corporation
(formerly known as G.D. Development Corp.) - 311,126

$ 405,718 § 666,510
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A. Associates

(2) The basic information of the associates that is material to the Group is as follows:

Shareholding ratio
Principal
Company  place of December December 31, Natureof — Method of
name business 31, 2018 2017 relationship measurement

Boretech CaymanIs. 20.00% 20.00% Strategic Equity method
Resource investment
Recovery
Engineering
Co., Ltd,
(Cayman)

(b) The summarized financial information of the associate that is material to the Group is as
follows:

Balance sheet

Boretech Resource Recovery
Engineering Co., Ltd. (Cayman)
December 31, 2018  December 31, 2017

Current assets $ 300,925 § 334,230
Non-current assets 788,200 747,923
Current liabilities ( 10,906) ( 2,673)
Total net assets $ 1,078,219 § 1,079,480
Share in associate's net assets 3 215,643 § 215,896
Land-use right 1,020 2,040
Goodwill 75,505 75,505
Carrying amount of the associate $ 292,168 § 293,441

Statement of comprehensive income

Boretech Resource Recovery
Engineering Co., Ltd. (Cayman)

For the years ended
December 31,
2018 2017

Revenue $ - 8 -
Gain (loss) for the year from continuing

operations 2,188 ( 13,126)
Other comprehensive loss, net of tax ( 1,826) ( 35,701)
Total comprehensive (loss) income $ 362 (8 48,827)
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(c) The carrying amount of the Group’s interests in all individually immaterial associates and the
Group’s share of the operating results are summarized below:

As of December 31, 2018 and 2017, the carrying amount of the Group’s individually
immaterial associates amounted to $113,550 and $61,943, respectively.

For the years ended
December 31,
2018 2017
Gain for the year from continuing 5 15,159 § 15,600
operations
Other comprehensive loss ( 3D) ( 43)
Total comprehensive income $ 15,128 § 15,557

B. Joint venture
(a) The basic information of the joint venture that is material to the Group is as follows:

Shareholding ratio

Company  Principal place December December Nature of Method of

name of business 31,2018 31, 2017 relationship  measurement
ECOVE Solar Taiwan 100% 50% Joint venture Equity method
Energy
Corporation
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(b) The summarized financial information of the joint venture that is material to the Group is as
follows:

Balance sheet

ECOVE Solar Energy Corporation

December 31, 2017
Cash and cash equivalents $ 101,988
Other current assets 11,483
Current assets 113,471
Non-current assets 1,031,074
Total assets $ 1,144,545
Current financial liabilities $ 197,049
Other current liabilities 51,160
Current liabilities 248,209
Non-current liabilities 274,084
Total liabilities $ 522,293
Total net assets $ 622,252
Share in joint venture's net assets $ 311,126
Carrying amount of the joint venture $ 311,126
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Statement of comprehensive income

ECOVE Solar Energy Corporation
For the years ended

December 31, 2018
Revenue $ 59,167
Depreciation and amortisation ( 24,060)
Interest income 1,153
Interest expense ( 4,694)
Profit before income tax 27,601
Income tax expense ( 2,762)
Profit for the year 24,839
Other comprehensive loss, net of tax ( 25,111)
Total comprehensive loss 3 272)

C. Explanation of the Group’s holding ECOVE Solar Energy Corporation

(a) The Group and Gintech Energy Corp. established the joint venture - ECOVE Solar Energy

Corporation, the main activity of which is energy technology services. The Group held 50%
equity of ECOVE Solar Energy Corporation.

(b) The Board of Directors had resolved to invest in ECOVE Solar Energy Corporation, in March
2018 and December 2016. The Group invested in ECOVE Solar Energy Corporation,
amounting to $27,500 and $89,474 in March 2018 and February 2017, respectively.

(¢) On September 20, 2018, the Group acquired 50% of the shares of ECOVE Solar Energy
Corporation by cash. The acquired company became a wholly-owned subsidiary and was
consolidated from the date on which control was obtained. Please refer to Note 6(29) for more
information.

D. In August 2018, the Group acquired 5% of the shares of EVER ECOVE Corporation for $50,000
in accordance with the resolution of the Board of Directors adopted in their meeting on July 30,
2018. The Group’s ownership in EVER ECOVE Corporation is less than 20%, but one of the
director also entiles the directorship of EVER ECORE Corporation, therefore this investment is
accounted for using the equity method.

E. The liquidation of GranSino Environmental Technology Co., Ltd. has been completed in
September, 2017. GranSino Environmental Technology Co., Ltd. returned shares amounting to
$5,127, and the Group recognised loss on disposal of investments in the amount of $182.
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At January 1, 2017

Cost
Accumulated depreciation

Year ended ended
December 31, 2017

Opening net book amount
Additions

Disposals

Depreciation charge

Net exchange differences

Closing net book amount

At December 31, 2017

Cost
Accumulated depreciation

Machinery  Transportation Others Total

$ 82,439 § 99,240 $ 6,115 § 187,794
( 48,534) ( 81,891) ( 2,936) ( 133,361)
3 33,905 § 17,349 § 3,179 § 54,433
$ 33,905 § 17,349 § 3,179 § 54,433

12,439 22,003 2,624 37,066
( 131) - - ( 131)
( 10,838) ( 5,626) ( 1,356) ( 17,820)
( 239) ( 47) ( 18) ( 304)
$ 35,136 § 33,679 § 4,429 § 73,244
$ 87,542 § 106,933 § - 7,505 § 201,980
( 52,406) ( 73,254) ( 3,076) ( 128,736)
3 35,136 § 33,679 $ 4429 § 73,244

A. Information about the property plant and equipment that were pledged to others as collateral is
provided in Note 8.

B. The details of capitalisation for property, plant and equipment as well as prepayments for business
facilities are as follows:

For the years ended December 31,
2018 2017
2,738  § -

1.088%~1.7%

Amount capitalised 8

Range of the interest rates for capitalisation

(9) Other non-current assets

December 31, 2018 December 31, 2017
Contract assets $ 2,414923 § 2,682,643
Less:Current portion ( 278,646) ( 267,720)
2,136,277 2,414,923
Long-term prepaid rents 37,321 43,297
Accrued recovery cost 16,525 24,091
Refundable deposits 20,465 12,916
Air poliution fee 54,267 54,267
Prepayments for business facilities 514,821 40,500
Others 25,307 2,193
$ 2,804,983 § 2,592,187
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A. The Group entered into contracts with certain governments (grantors) for service concession
arrangements. Contract asset from the grantor in respect of the service concession arrangement is
recognized at its fair value. Such considerations are recognized as a financial asset based on how
the considerations from the grantor to the operator are made as specified in the arrangement.
Assets that are expected to be realized within twelve months from the balance sheet date are
classified as “accounts receivable” (please refer to Note 6(4)); assets that are expected to be
realized over twelve months from the balance sheet date are classified as “long-term accounts
receivable”. The other terms of the agreement are as follows:

(a) The subsidiary, ECOVE Wujih Energy Corp., obtained the operation for the construction of
Wujih Refuse Incineration Plant by build - operate - transfer (BOT) mode since April, 2000,
In September, 2000, the “Waste incineration, Taichung City commission contract” between
ECOVE Wujih Energy Corp. and Taichung City Government had been signed. The operating
period is for 20 years starting from September 6, 2004. However, according to the contract, if
it is expired in advance or extended during construction or operation, duration of the operation
will be deemed to be matured or extended, but not to exceed 50 years. In order to work the
“Waste Incineration Taichung City Commission Contract”, ECOVE Wuyjih Energy Corp.
obtained the land-use right of Wujih Refuse Incineration Plant. Therefore, duration of the land-
use right has continued for 20 years since the plant began operating.

(b) The subsidiary, ECOVE Miaoli Energy Corp., obtained the operation for the construction of
Miaoli County Refuse Incineration Plant by build - operate - transfer (BOT) mode since
August, 2002. In September, 2002, the “Waste Incineration Commission Contract” between
ECOVE Miaoli Energy Corp. and Miaoli County Government had been signed. The operating
period is for 20 years starting February 29, 2008. However, according to the contract, if it is
expired in advance or extended during construction or operation, duration of the operation will
be deemed to be matured or extended. In order to work the “Waste Incineration Miaoli County
Commission Contract”, ECOVE Miaoli Energy Corp. obtained the land-use right of Miaoli
Refuse Incineration Plant. Therefore, duration of the land-use right is from September 13,
2002 to March 12, 2026,

(c) ECOVE Wujih Energy Corp. and ECOVE Miaoli Energy Corp. needs to deal with the
guarantee tonnage of waste from government according to the contract during construction or
operation.

(d) Per Service cost is calculated and adjusted based on the “Waste Incineration Commission
Contract”, “Index of Average Regular Eamnings of Employees—Manufacturing” and
“Consumer Price Index”.

B. Long-term prepaid rents are due to ECOVE Wujih Energy Corp. and ECOVE Miaoli Energy Corp.
obtaining the land-use right according to the “BOT”. As of December 31, 2018 and 2017, ECOVE
Wujih Energy Corp. needs to pay long-term prepaid rent amounting to $20,791 and $24,461,
respectively. As of December 31, 2018 and 2017, ECOVE Miaoli Energy Corp. needs to pay long-
term prepaid rent amounting to $16,530 and $18,836, respectively.
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C. Accrued recovery cost are due to the contracts for the operation and maintenance service ofrefuse
incineration plant between the subsidiaries, ECOVE Environment Service Corp. and SINOGAL -
Waste Services Co., Ltd., and the grantors, requiring recovery of refuse incineration plant, related
machinery and equipment when the contract expires. The Group has estimated the related recovery
cost when the service contracts expire and amortizes it over the contract lives,

D. For details of the refundable deposits, please refer to Note 8.
E. Information on air pollution fee is provided in Note 9(5).

(10) Short-term borrowing

Type of borrowings December 31, 2018 Interest rate range Collateral
Bank borrowings
Mega Bank $ 48,000 1.10% -
Mega Bank 4,000 1.10% -
$ 52,000

{11) Accounts payable

December 31, 2018  December 31, 2017

Materials payable $ 21,902 $ 54,641
Sub-contract costs payable 85,073 57,627
Incinerator equipment costs payable 31,861 40,936
Maintenance costs payable 281,003 338,051
Others 115,958 128,432

$ 535,797 § 619,687

(12) Other payables

December 31, 2018  December 31, 2017

Accrued payroll $ 292,559 % 272,125
Other payables 175,378 111,131
$ 467,937 § 383,256

(13) Other current liabilities

December 31, 2018  December 31, 2017

Other current liabilities

Long-term liabilities-current portion $ 128,267 § 176,000

Receipts in advance - 36,605

Others 11,170 -
$ 139,437 § 212,605
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(14) Long-term borrowing

Interest Financing Actual December 31,
Type of borrowings Borrowing period and repayment term  rate range Collateral amount spending 2018
Subsidiary - ECOVE Miaoli Energy Corporation From November 2010 to April 2019, 1.3915% Machinery and accessory $523,200 $ 523,200 § 4,000
interest is calculated and paid monthly equipment or construction site
facilities
Mega [nternational
Commercial Bank
secured loans
(Notes 1}
Subsidiary -ECOVE Scivent Recycling From September 2014 to September 2.47% Land and buildings 29,500 29,500 25,645
Corporation 2021, interest is calculated and paid
Chang Hwa Bank monthly
secured loans
(Note 2}
Subsidiary -ECOVE Solar Energy Corporation  From June 2018 to June 2033, interest 1.7% ECOVE Sclar Energy Corporation 310,000 310,000 302,755
The Shanghai Commercial&Savings Bank is calculated and paid monthly issued a promissory note in the
amount of $302,760 thousand and
Secured borrowings the Company acted as guarantor
Subsidiary -ECOVE Solar Energy Corporation  From May 2015 to May 2021, interest 1.5% ECOVE Solar Energy Corporation 220,000 214,151 151,191
is calculated and paid monthly issued a promissory note in the
KGI Bank amount of $152,690 thousand and
Secured borrowings the Company acted as guarantor
Subsidiary -ECOVE Solar Energy Corporation  From June 2016 to August 2030, 2.10% Quaranteed by the Company 155,000 154,744 141,124
Chang Hwa Bank interest is calculated and paid monthly
Secured borrowings
Subsidiary -ECOVE Solar Power Corporation  From Janvary 2014 to December 2029, 1.7% ECOVE Solar Energy Corporation 108,000 107,735 77,794
First Commercial Bank interest is calculated and paid monthly issued a protuissory note in the
Secured borrowings amount of $81,760 thousand and
acted as guarantor
From August 2014 to August 2030, 1.6% ECOVE Solar Energy Corporation 149,800 129,457 118,360

Subsidiary -ECOVE Solar Power Corporation

Sine Pac Bank
Secured borrowings

interest is calculated and paid monthly

A2
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Interest Financing Actual December 31,
Type of borrowings Borrowing period and repayment term rate range Collateral amount spending 2018
Subsidiary -ECOVE S¢lar Power Corporation From August 2018 to August 2023, 1.6%  ECOVE Solar Energy Corporation $ 280,000 § 227,000 $§ 226,996
interest is calculated and paid monthly issued a protuissory note in the
Sino Pac Bank amount of $280,000 thousand and
Secured borrowings acted as guarantor
Subsidiary -ECOVE Solar Power Corporation From June 2015 to June 2030, interest 1.7%  ECOVE Solar Energy Corporation 38,430 26,456 24,423
is calculated and paid monthly issued a promissory niote in the
Hua Nan Commercial Bank amount of $25,650 thousand and
Secured borrowings acted as guarantor
Subsidiary -ECOVE Solar Power Corporation  From September 2015 to September 2.0% ECOVE Solar Energy Corporation 27,000 11,500 4,480
2020, principal is paid quarterly and issued a promissory note in the
Far Eastern International Bank interest is paid monthly amount of $27,000 thousand and
Secured borrowings . acted as guarantor
Subsidiary -ECOVE Solar Power Corporation ~ From November 2017 to November 2.0%  ECOVE Solar Energy Corporation 100,000 85,000 81,113
2032, interest is calculated and paid issued a promissory note in the
KGI Bank . monthly amount of $85,000 thousand and
Secured borrowings acted as guarantor
Subsidiary - ECOVE Central Corporation Ltd. The Company issued a promissory 16,000 16,000 16,000
Sino Pac Bank Secured borrowings From December 2018 to December note in the amount of $16,000
2023, interest is calculated and paid 1.60% thousand and ECOVE Solar
monthly Energy Corporation acted as
guarantor
Subsidiary - ECOVE South Corporation Ltd. The Company issued a promissory 14,000 14,000 14,000
Sino Pac Bank Secured borrowings From December 2018 to December note in the amount of $14,000
2023, interest is calculated and paid 1.60% thousand and ECOVE Solar
monthly Energy Corporation acted as
guarantor
Subsidiary-LUMBERTON SOLAR From September 2017 to August 2023, 4,9%  ECOVE Solar Energy Corporation 449,931 449,931 363,973
interest is calculated issued a promissory note in the
Sino Pac Bank and paid monthly amount of USD $14,640 thousand
Secured borrowings and acted as guarantor
Less: Current portion ( 128,267)
$ 1,423,587
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Borrowing period and repayment Interest Financing Actual December 31,

Type of borrowings term rate range amournt spending 2017

Subsidiary - ECOVE Miaoli Energy

Corporation

Mega International Commercial Bank From November, 2010 to April, 1.3874% § 523,200 §$§ 523,200 §$§ 180,000

secured 2019, interest is calculated and paid

loans (Notes 1) monthly

Less: Current portion ( 176,000)
$ 4,000

Note 1. ECOVE Miaoli Energy Corp. committed to maintain the following financial ratios and criteria during the period of the contract:
i) Current ratio is above 100%,
if) Debt ratio (Total Liabilities/Net Value) is under 190%,

fif) Time interest earned is above 150%.

Note 2. ECOVE Solvent Recycling Corporation committed that if the construction has finished, ECOVE Solvent Recycling Corporation will complete
the registration of ownership on the construction and pledge with the building lot in first priority to Chang Hwa Bank.
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(15)_Other non-current liabilities

December 31, 2018 December 31, 2017

Net defined benefit liability $ 40,412 § 36,059
Accrued recovery costs 92,532 92,034
Guaranteed deposits received 190,295 166,555
Deferred revenue 169,471 -
Others 36,831 32,073

$ 529,541 § 326,721

A. For details of the accrued recovery costs, please refer to Note 6(9) C.

B. The deferred revenue represents cash grants received from the state government of New J ersey

for

the construction and operation of the Lumberton solar power plant. The construction period

for the solar power plant was 15 years.

(16)_Pensions

A. Defined benefit pension plan

(a)

(b)

The Company and its domestic subsidiaries have a defined benefit pension plan in accordance
with the Labor Standard Law, covering all regular employees’ service years prior to the
enforcement of the Labor Pension Act on July 1, 2005 and service years thereafier of
employees who chose to continue to be subject to the pension mechanism under the Law.
Under the defined benefit pension plan, two units are accrued for each year of service for the
first 15 years and one unit for each additional year thereafter, subject to a maximum of 45
units. Pension benefits are based on the number of units accrued and the average monthly
salaries and wages of the last 6 months prior to retirement. The Company contributes monthly
an amount equal to 2% of the employees’ monthly salaries and wages to the retirement fund
deposited with Bank of Taiwan, the trustee, under the name of the independent retirement
fund committee. Also, the Company would assess the balance in the aforementioned labor
pension reserve account by December 31, every year. If the account balance is insufficient to
pay the pension calculated by the aforementioned method to the employees expected to
qualify for retirement next year, the Company will make contributions to cover the deficit by
next March.

The amounts recognised in the balance sheet are as follows:
December 31, 2018  December 31, 2017
Present value of defined benefit obligations  $ 251,769 § 240,044
Fair value of plan assets { 211,357 ( 203,985)
Net defined benefit liability $ 40,412 $ 36,059
45~
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(c) Movements in net defined benefit liabilities are as follows:

Present value of  Fair value of

defined benefit plan Net defined
obligations assets benefit liability
For the year ended
December 31, 2018
At January 1 $ 240,044 (8 203,985) § 36,059
Current service cost 6,025 - 6,025
Interest expense (income) 2,606 ( 2,243) 363
248,675 ( 206,228) 42,447
Remeasurements:
Return on plan asset - ( 6,332) ( 6,332)
Change in financial assumptions 2,873 - 2,873
Experience adjustments 6,671 - 6,671
0,544 ( 6,332) 3,212
Pension fund contribution - ( 5,247) ( 5,247)
Paid pension ( 6,450) 6,450 -
At December 31 $ 251,769 ($ 211,357) § 40,412
Present value of  Fair value of
defined benefit plan Net defined
obligations assets benefit liability
For the year ended
December 31, 2017
At January 1 $ 241,839 (% 213,591) ¢ 28,248
Current service cost 6,519 - 6,519
Interest expense (income) 3,605 ( 3,196) 409
251,963 ( 216,787) 35,176
Remeasurements:
Change in financial assumptions 10,354 - 10,354
Experience adjustments ( 2,627) 874 ( 1,753)
7,727 874 8,601
Pension fund contribution - { 5,957) ( 5,957)
Paid pension ( 19,646) 17,885 ( 1,761)
At December 31 $ 240,044 ($ 203,085) $ 36,059

(d) The Bank of Taiwan was commissioned to manage the Fund of the Company’s and domestic
subsidiaries’ defined benefit pension plan in accordance with the Fund’s annual investment
and utilisation plan and the “Regulations for Revenues, Expenditures, Safeguard and
Utilisation of the Labor Retirement Fund” (Article 6: The scope of utilisation for the Fund
includes deposit in domestic or foreign financial institutions, investment in domestic or
foreign listed, over-the-counter, or private placement equity securities, investment in
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domestic or foreign real estate securitization products, etc.). With regard to the utilisation of
the Fund, its minimum earnings in the annual distributions on the final financial statements
shall be no less than the earnings attainable from the amounts accrued from two-year time
deposits with the interest rates offered by local banks. If the earnings is less than
aforementioned rates, government shall make payment for the deficit after being authorized
by the Regulator. The Company and domestic subsidiaries have no right to participate in
managing and operating that fund and hence the Company and domestic subsidiaries are
unable to disclose the classification of plan assets fair value in accordance with IAS 19
paragraph 142. The composition of fair value of plan assets as of December 31, 2018 and

2017 is given in the Annual Labor Retirement Fund Utilisation Report announced by the
government,

(e) The principal actuarial assumptions used were as follows:

Years ended December 31,

2018 2017
Discount rate 0.80%~1.00% 0.90%~1.10%
Future salary increases 2.50%~3.00% 2.50%~3.00%

Assumptions regarding future mortality experience are set based on actuarial advice in
accordance with the 5™ Taiwan Standard Ordinary Experience Mortality Table.

Because the main actuarial assumption changed, the present value of defined benefit
obligation is affected. The analysis was as follows:

Discount rate Future salary increases
Increase Decrease Increase Decrease
0.25% 0.25% 0.25% 0.25%
December 31, 2018
Effect on present value
of defined benefit
obligation 6 6,714) § 6,973 § 6,196 (% 6,009)
Discount rate Future salary increases
Increase Decrease Increase Decrease
0.25% 0.25% 0.25% 0.25%
December 31, 2017
Effect on present value
of defined benefit
obligation (% 6,638) $ 6,904 § 6,162 ($ 5,968)

The sensitivity analysis above is based on one assumption which changed while the other
conditions remain unchanged. In practice, more than one assumption may change all at once.
The method of analysing sensitivity and the method of calculating net pension liability in the

T
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balance sheet are the same.The methods and types of assumptions used in preparing the
sensitivity analysis did not change compared to the previous period.

(f) Expected contributions to the defined benefit pension plans of the Group for the year ending
December 31, 2019 amounts to $9,613.

B. Defined contribution pension plan

(a) Effective July 1, 2005, the Company and its domestic subsidiaries have established a defined
contribution pension plan (the “New Plan”) under the Labor Pension Act (the “Act™),
covering all regular employees with R.O.C. nationality. Under the New Plan, the Company
and its domestic subsidiaries contribute monthly an amount based on 6% of the employees’
monthly salaries and wages to the employees’ individual pension accounts at the Bureau of
Labor Insurance. The benefits accrued are paid monthly or in lump sum upon termination of
employment.

(b) The pension costs under defined contribution pension plans of the Group for the years ended
December 31, 2018 and 2017 were $26,901 and $24,781, respectively.

(¢) SINOGAL-Waste Services Co., Ltd. has a funded defined contribution plan, covering all
regular employees. Monthly contributions to an independent fund administered by the
government in accordance with the pension regulations in the local government are based on
employees' monthly salaries and wages. The pension costs under the defined contribution

pension plan for the years ended December 31, 2018 and 2017, were $7,938 and $7,956,
respectively.

(17) Share-based payment

A. For the years ended December 31, 2018 and 2017, the Group’s share-based payment
arrangements were as follows:

Type of Quantity Contract Vesting
arrangement Grant date granted period conditions

Fourth plan of employee 2011.6.17 1,200 units 6 years Service of 2 years
stock options

Fifth plan of employee 2012.6.28 1,200 units 6 years Service of 2 years
stock options

Sixth plan of employee 2018.7.09 1,500 units 6 years Service of 2 years
stock options
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B. The above employee stock options are as follows:

(a) Details of the fourth plan of employee stock options outstanding as of December 31, 2018
and 2017, are as follows:

For the years ended December 31,

2018 2017
Weighted-average Weighted-average
No. of units exercise price No. of units exercise price

Stock options (in thousands) (in dollars) (in thousands) (in dollars)
Options outstanding at ‘

beginning of period - - 215.25 NTS$ 106.30
Options granted - - - -
Distribution of stock

dividends /

adjustments for

number of shares

granted for one unit

of option - . - -
Options waived - - - -
Options exercised - - ( 212.25) NT$ 106.30

Options revoked - - ( 3) NT$ 106.30
Options outstanding at

end of period - - - -
Options exercisable at
end of period - - - -

T
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(b) Details of the fifth plan of employee stock options outstanding as of December 31, 2018 and
2017, are as follows:

For the years ended December 31,
2018 2017
Weighted-average Weighted-average
No. of units exercise price No. of units gxercise price

Stock options (in thousands) (in dollars) (in thousands) (in dollars)
Options outstanding at

beginning of period 298.25 NT$ 103.00 435.25 NT$ 110.00
Options granted - - - -
Distribution of stock

dividends /

adjustments for

number of shares

granted for one unit

of option - - - -
Options waived ( 3.75) - -
Options exercised ( 294.50) NT$ 103.00 ( 137.00) NT$ 108.95
Options revoked - - - -
Options outstanding at

end of period - - 298.25 NT$ 103.00
Options exercisable at
end of period - - 298.25 NT$ 103.00
(c) Details of the sixth plan of employee stock options outstanding as of December 31, 2018, are
as follows:
For the year ended
December 31, 2018
Weighted-average
No. of units exercise price
Stock options (in thousands) (in dollars)
Options outstanding at beginning of period - -
Options granted 1,500 NT$ 173.5
Options waived ( 52) -
Options exercised - -
Options revoked - -
Options outstanding at end of period 1,448  NT$ 173.5

Options exercisable at end of period -

C. The weighted-average stock price of stock options at exercise dates for the years ended
December 31, 2018 and 2017 was NT$172.63 and NT$171.9 (in dollars), respectively.
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D. As of December 31, 2018 and 2017, the range of exercise prices of stock options outstanding

was NT$173.5 and NT$103~NT$106.3 (in dollars), respectively; the weighted-average
remaining contractual period was as follows:

Type of arrangement December 31, 2018 December 31, 2017
Fourth plan of employes stock options - -
Fifth plan of employee stock options - 0.50 years
Sixth plan of employee stock options 5.5 years -

E. The fair value of stock options is measured using the Black-Scholes option-pricing model.
Relevant information is as follows:

Expected
Market Expected dividend Risk-free Fair value
Type of Grant value Exercise price Expected yield interest per unit

arrangement date (Note) price volatility  duration rate rate { in dollars)
Fourth plan of
employee stock
options 2011.6.17 NTS3146.0 NT$106.3 38.65%  4.50 years 0% 1.05% NTS$ 48.82
Fifth plan of
employee stock
options 2012.6.28 NT$145.0 NT$103.0 33.63%  4.60 years 0% 1.00% NT$ 42.79
Sixth plan of
employee stock 11.38%~ 0.66%~
options 2018.7.9 NTS$173.5 NT$173.5 12.71 4~5 years 0% 0.71% NT$ 17.88

F. Expenses incurred on share-based payment transactions are shown below:

For the years ended December 31,
2018 2017
Equity-settled $ 4885 § -

(18) Share capital

A. Movements in the number of the Company’s ordinary shares outstanding are as follows:

_ 2018 2017
At January 1 66,810,648 66,461,398
Employee stock options exercised 294,500 349,250
At December 31 67,105,148 66,810,648

B. AsofDecember 31, 2018, the Company’s authorized capital was $800,000, consisting of 80,000
thousand shares of ordinary stock (including 6,000 thousand shares reserved for employee stock
options), and the paid-in capital was $671,051 with a par value of NT$10 (in dollars) per share.
All proceeds from shares issued have been collected.

C. As of December 31, 2018 and 2017, the associate of the Group held 276 thousand shares.
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(19) Capital surplus

A. Pursuant to the R.O.C. Company Act, capital surplus arising from paid-in capital in excess of par
value on issuance of common stocks and donations can be used to cover accumulated deficit or
to issue new stocks or cash to shareholders in proportion to their share ownership, provided that
the Company has no accumulated deficit. Further, the R.O.C. Securities and Exchange Law
requires that the amount of capital surplus to be capitalised mentioned above should not exceed
10% of the paid-in capital each year. Capital surplus should not be used to cover accumulated
deficit unless the legal reserve is insufficient.

B. Changes in capital surplus are as follows:

Share Employee
premium stock options Others Total

At January 1, 2018 $ 1,971,969 §$ 188,747 § 313§ 2,161,029
Share-based payment

transaction - 5,055 - 5,055
Employee stock options

expired 188,877 ( 188,564) ( 313) -
Employee stock options

exercised 27,389 - - 27,389
At December 31, 2018 $ 2188235 § 5238 $ - $ 2193473
At January 1, 2017 § 1,936651 § 189,886 $ 313§ 2,126,850
Share-based payment

transaction - 183 - 183
Employee stock options

exercised 35,318 ( 1,322) - 33,996
At December 31, 2017 § 1971969 §$ 188,747 $ 313 § 2,161,029

C. Please refer to Note 6(17) for detailed information about capital surplus from employee stock
options.
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(20) Retained earnings

2018 2017

At January 1 b 1,359,148 § 1,445,777
Effect of retrospective restatement 1,799 -
At January 1(after restatement) 1,360,947 1,445,777
Legal reserve appropriated ( 76,134) ( 84,809)
Special reserve appropriated ( 32,139) -
Profit for the year 806,912 761,339
Distribution of retained earnings ( 647,313) ( 757,173)
Impact of change in tax rate recognised in other

comprehensive income 697 -

Remeasurement on post employment benefit

obligations, net of tax ( 2,479) ( 5,986)
Disposal of investments in equity instruments

designated at fair value through other

comprehensive income ( 30,447) -
At December 31 $ 1,380,044 § 1,359,148

A. When net profit occurs in the annual accounts, the Company may, after reserving a sufficient
amount of the income before tax to cover the accumulated losses, upon the resolution of the
Board of Directors, distribute at least 0.01% of'the income before tax as employees’ remuneration,
and distribute no more than 2% of the income before tax as directors® remuneration. The
remuneration could be in the form of stock or cash, and the employees’ remuneration could be
distributed to the employees of subsidiaries of the Company under certain conditions. A report
of the distribution of employees’ compensation or the directors’ remuneration shall be submitted
to the shareholders at the shareholders” meeting.

B. The Company shall, after all taxes and dues have been paid and its losses have been covered and
at the time of allocating surplus profits, first set aside 10% of such profits as a legal reserve.
However, when the legal reserve amounts to the authorized capital, this shall not apply.
Furthermore, in accordance with the provisions of laws and regulations and the rules prescribed
by the central competent authority, a special reserve shall be set aside. If there is recovery of the
balance of special reserve, the recovered amount shall be included in the distribution of the profit
for the current year.

The allocable profit for the current year, which is the balance after the profit distribution and
covering losses aforementioned in the preceding paragraph, together with the undistributed
retained earnings accrued from prior years shall be referred to as accumulated distributable
earnings, which shall be distributed as dividends to shareholders according to shareholders’
resolutions.

In order to meet the requirements of business expansion and industry growth, fulfilling future
operating needs and stabilizing financial structure is the priority of the Company's dividend
policy. Thus, the distribution of the accumulated distributable earnings corresponds with the
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shareholders’ resolutions. And, the amount of shareholders’ bonus shall not be less than 20% of

accumulated distributable earnings of the Company, and in particular cash dividend shall not be
less than 5%.

. Except for covering accumulated deficit or issuing new stocks or cash to shareholders in
proportion to their share ownership, the legal reserve shall not be used for any other purpose.
The use of legal reserve for the issuance of stocks or cash to shareholders in proportion to their
share ownership is permitted, provided that the balance of the reserve exceeds 25% of the
Company’s paid-in capital.

. Special reserve

(a) Inaccordance with the regulations, the Company shall set aside special reserve from the debit
balance on other equity items at the balance sheet date before distributing earnings. When
debit balance on other equity items is reversed subsequently, the reversed amount could be
included in the distributable earnings.

(b) The amounts previously set aside by the Company as special reserve on initial application of
IFRSs in accordance with Jin-Guan-Zheng-Fa-Zi Order No. 1010012865, dated April 6,2012,
shall be reversed proportionately when the relevant assets are used, disposed ofor reclassified
subsequently. Such amounts are reversed upon disposal or reclassified if the assets are
investment property of land, and reversed over the use period if the assets are investment
property other than land.

. The Company recognised dividends of $647,313 (NT$9.68 per share) and $757,173 (NT$11.37
per share) in 2018 and 2017, respectively. In addition, outstanding stocks will be influenced by
employees’ share rights. Thus, the Board of Directors gave the right to adjust the rate of
distributed dividends from NT$9.68 per share to NT$9.64624522 per share.

. The appropriation 0of 2017 and 2016 earnings had been resolved at the stockholders’ meeting on
May 31, 2018 and June 26, 2017, respectively.

Details are summarized below:

2017 2016
Legal reserve $ 76,134 § 84,809
Special reserve 32,139 -
Cash dividends 647,313 757,173
Total $ 755,586 $ 841,982
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G. The appropriation of 2018 earnings had been proposed by Board of Directors during their
meeting on March 8, 2019. Details are summarised below:

2018
: Dividends per share
Amount (in NT dollars)
Legal reserve $ 80,691 § -
Special reserve ( 30,041) -
Cash dividends 726,078 10.82
Total $ 776,728 10.82

The appropriation of 2018 earnings has not been resolved at the stockholders’ meeting as of
March 8, 2019,

H. For information relating to employees’ compensation (bonuses) and directors’ and supervisors’
remuneration, please refer to Note 6 (26).

L. For information relating to effect of retrospective restatement, please refer to Note 12 (4).

J. The Company recognises the effect of the change in tax rate immediately in the interim period
in which the change occurs. The effect of the change on items recognised outside profit or loss

is recognised in other comprehensive income or equity (including non-controlling interest)
amounting to $7209.

(21) Operating revenue

For the years ended December 31,

2018 2017
Revenue from contracts with customers
Operating revenue
Waste Treatment $ 1,969,174 § 1,705,201
Electricity 1,105,578 1,101,068
Waste Collection 78,749 144,543
Others 1,116,590 941,814
Others-service concession revenue 4,270,091 3,892,626
Operating revenue
BOT operating revenue 458,152 457,652
BOT finance revenue 118,853 129,309
577,005 586,961
$ 4,847,096 §$ 4,479,587

~55~

211



A. Disaggregation of revenue from contracts with customers

The Group derives revenue from the transfer of goods and services over a period of time in the
following major product lines and geographical regions:

For the year ended
December 31, 2018 Domestic China Macau  United States Total
Total segment revenue $ 5,443,412 S 160,358 S 878,793 $ 14,083 $6,496,646
Inter-segment revenue ( 1,526,207) ( 55,274) ( 68,069) - (1,649,550)
Revenue from external
customer contracts $3,917,205 § 105,084 $ 810,724 $ 14,083 $4,847,096
Timing of revenue
recognition
Over a period of time ~ $3,917,205 § 105,084 § 810,724 $ 14,083 $4,847,096
For the year ended
December 31, 2017 Domestic China Macau Total
Total segment revenue §5,012,145 § 114,034 § 859,649 $5,085,828
Inter-segment revenue { 1,423,413) ( 57,789) ( 25,039) ( 1,506,241)
Revenue from external
customer contracts $3,588,732 § 56,245 § 834,610 $4,479,587
Timing of revenue
recognition
Over a period of time $3,588,732 § 56,245 $ 834,610 $4,479,587

B. Contract assets and liabilities

The Group has recognised the following revenue-related contract assets and liabilities:

December 31, 2018
Contract assets:
Contract assets relating to service concession arrangement $ 2,414,923
Contract liabilities:
Contract liabilities — Advance sales receipts $ 140,580

(a) Significant changes in contract asset and contract liabilities
For details on contract asset, please refer to Note 6(9). Contract liabilities relating to service
contract increased significantly, because new contracts increased during the year.

(b) Revenue recognised that was included in the contract liability balance at the beginning of the
period
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Year ended
December 31, 2018

Revenue recognised that was included in the contract liability balance

at the beginning of the period

Receipt in advance

(22) Other income

Interest income:
Interest income from bank deposits
Other interest income

Total interest income

Dividend revenue

Other income, others

(23) Other gains and losses

Gains on disposals of property, plant and
equipment
Foreign exchange gain (losses)

Gains on financial assets at fair value through
profit or loss

Gain on disposals of investments
Miscellaneous disbursements

(24) Finance cost

Interest expense
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$ 36,605

For the years ended December 31,

2018 2017
13,842 § 12,589
2,548 3,581
16,390 16,170
3,657 4,056
20,122 11,553
40,169 $ 31,779

For the years ended December 31,

2018 2017
4387 $ 1,917
9,312 ( 16,561)
1,564 1,127
26,481 3,428
11) ( 24)
41,733 ($ 10,113)

For the years ended December 31,

2018 2017

7,483 § 3,841




(25) Expenses by nature

For the years ended December 31,

2018 2017

Employee benefit expense $ 1,065,692 §$ 1,000,133

Depreciation charges on property, plant
and equipment 73,778 17,820
Amortisation 14,462 13,082
Incinerator equipment costs 323,629 283,938
Material 675,895 695,204
Sub-contract costs 1,016,100 826,312
Insurances 38,353 29,692
Other expenses 510,271 535,989
5 3,718,180 § 3,402,170

(26) Emplovee benefit expense
For the years ended December 31,
2018 2017

Salaries $ 916,519 § 864,374
Employee stock options 4,885 -
Labor and heaith insurance fees 54,849 52,290
Pension costs 41,227 39,665
Other personnel expenses 48,212 43,804
$ 1,065,692 $ 1,000,133

A. As of December 31, 2018 and 2017, the Group had 988 and 912 employees, respectively.

B. When net profit occurs in the annual accounts, the Company may, after reserving a sufficient
amount of the income before tax to cover the accumulated losses, upon the resolution of the
Board of Directors, distribute at least 0.01% of the income before tax as employees’
compensation, and distribute no more than 2% of the income before tax as Directors’
remuneration. The remuneration could be in the form of stock or cash, and the employees’
compensation could be distributed to the employees of subsidiaries ofthe Company under certain
conditions. A report of the distribution of employees’ compensation or the Directors’
remuneration shall be submitted to the shareholders at the shareholders’ meeting.

C. For the years ended December 31, 2018 and 2017, employees’® compensation was accrued at
$343 and §359, respectively; directors’ and supervisors’ remuneration was accrued at $5,200 and
$5,200, respectively. The aforementioned amounts were recognised in salary and other expenses.

The employees’ compensation and directors’ and supervisors’ remuneration were estimated and
accrued based on 0.01% and 2% of distributable profit of current year as of the end of December
31, 2018. The employees’ compensation and directors’ and supervisors’ remuneration has not
been resolved by the Board of Directors. The employees’ compensation will be distributed in the
form of cash.
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Employees’ compensation and directors’ and supervisors’ remuneration of 2017 amounting to
$359 and $5,200, respectively, as resolved by the meeting of Board of Directors were in
agreement with those amounts recognised in the 2017 financial statements.

Information about employees’ compensation and directors’ and supervisors’ remuneration of the
Company as resolved at the shareholders’ meeting will be posted in the “Market Observation
Post System” at the website of the Taiwan Stock Exchange.

(27) Income tax
A. Income tax expense:

(a) Components of income tax expense:

For the years ended
December 31,

2018 2017
Current tax:
Current tax on profits for the period $ 223,578 § 182,620
Prior year income tax overestimation ( 1,381) ( 24,081)
Total current tax 222,197 158,539
Deferred tax:
Origination and reversal of temporary
differences 4,395 ( 1,234)
Impact of change in tax rate 27,467 -
Effect of exchange rate changes 239 ( 386)
Income tax expense $ 254,298 §$ 156,919

(b) The income tax relating to components of other comprehensive income is as follows:

For the years ended

December 31,
2018 2017
Remeasurement of defined benefit
obligations $ 650 $ 1,835
Impact of change in tax rate 729 -
$ 1,379 § 1,835
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B. Reconciliation between income tax expense and accounting profit:

For the years ended December 31,

2018 2017
Tax calculated based on profit before tax and  § 233,374 § - 185,234
statutory tax rate (Note)
Expenses disallowed by tax regulation ( 5,162) ( 4,234)
Prior year income tax overestimation ( 1,381) ( 24,081)
Effect from change of tax rate 27,467 -
Income tax expense S 254,298  § 156,919

Note: The basis for computing the applicable tax rate is the rate applicable in Taiwan.

C. Amounts of deferred tax assets or liabilities as a result of temporary differences, tax losses and
investment tax credit are as follows:

2018
Acquisition Recognised in
through  Recognised other
business in comprehensive
January 1 combination profit or loss income December 31
Deferred tax assets:
- Temporary differences:
Unused absences costs $§ 3,152 § - 8 1,473 $ - § 4625
Unrealised pension
costs 4,802 - 82 1,379 6,263
Unrealised maintenance
costs 8,304 - 2,234 ] 10,538
Unrealised exchange
loss 2,815 134 ( 3,596) - ( 647)
Unrealised gains on
disposal of fixed assets - 1,382 134 - 1,516
Subtotal $ 19073 § 1,516 $ 327 $ 1,379 § 22,295
-Deferred tax liabilities:
Unrealised foreign
investment gain (& 12,965) ($ 2,773) (§ 7,171) § - (§  22,909)
Unrealised concession
arrangements gain ( 156,373) - ( 25,018) - (. 181,391)
Subtotal (3 169,338) (% 2,773) (8 32,189) § - (8 204,300)

(3 150,265) (8§ 1,257) (8 31,862) $ 1,379 (§_182,005)
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2017

Recognised in
Recognised in other
comprehensive
Jamary 1 profit or loss income December 31
Deferred tax assets:
- Temporary differences:
Unused absences costs  $ 3,232 ($ 80) $ - $ 3,152
Unrealised pension 2,954 13 1,835 4,802
costs
Unrealised maintenance 10,943 ( 2,639) B 8,304
costs
Unrealised exchange 722 2,093 - 2,815
loss
Subtotal $ 17,851 (§ 613) § 1,835 § 19,073
-Deferred tax liabilities: :
Unrealised foreign (3 14,395) $ 1,430 § - (% 12,965)
investment gain
Unrealised concession
arrangements gain ( 156,790) 417 - ( 156,373)
Subtotal $ 171,185) § 1,847 3§ - ($ 169,338)
($ 153,334) § 1,234 § 1,835 ($ 150,265)

. As of December 31, 2018, the Company’s and its subsidiaries” income tax returns through 2016
have been assessed and approved by the Tax Authority.

. Under the amendments to the Income Tax Act which was promulgated by the President of the
Republic of China in February 7, 2018, the Company’s applicable income tax rate was raised
from 17% to 20% effective from January 1, 2018. The Group has assessed the impact of the

change in income tax rate.
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(28) Earnings per share

For the year ended December 31, 2018

Weighted average
number of
ordinary shares Earnings
Amount outstanding per share
after tax (in thousands) (in dollars)

Basic earnings per share:
Profit attributable to owners of the
parent $ 806,912 67,024 § 12.04

Diluted earnings per share:
Assumed conversion of all dilutive

potential ordinary shares

Employees’ bonus - 2
Profit attributable to owners of the

parent plus dilutive effect

of common stock equivalents $ 806,912 67,026 $ 12.04

The Group’s employee stock options had anti-dilution effect; thus, they were not included in the
calculation of diluted earnings per share.

For the year ended December 31, 2017

Weighted average
number of
ordinary shares Earnings
Amount outstanding per share
after tax (in thousands) (in dollars)

Basic earnings per share:
Profit attributable to owners of the
parent $ 761,339 66,739 § 11.41
Diluted earnings per share:
Assumed conversion of all dilutive

potential ordinary shares .
Employee stock options - 110
Employees’ bonus - 3

Profit attributable to owners of the
parent plus dilutive effect
of common stock equivalents $ 761,339 66,852 §$ 11.39

(29)_Business combinations

A. ECOVE Solvent Recycling Corporation

(2) On May 10, 2018, the Group acquired a 90% equity interest of ECOVE Solvent Recycling
Corporation in the amount of $49,590 in the form of cash and had control over ECOVE
Solvent Recycling Corporation which is primarily engaged in operating basic chemical
industry and manufacture of other chemical products. As a result of the acquisition, the Group
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is expected to increase its presence in these markets. It also expects to reduce costs through
economies of scale. ‘

(b) The following table summarises the consideration paid for ECOVE Solvent Recycling
Corporation and the fair values of the assets acquired and liabilities assumed at the acquisition
date, as well as the non-controlling interest’s proportionate share of the recognised amounts
of acquiree’s identifiable net assets at the acquisition date:

May 10, 2018
Purchase consideration
Cash paid $ 49,590
Non-controlling interest’s proportionate share of the recognised
amounts of acquiree’s identifiable net assets 4,126
53,716
Fair value of the identifiable assets acquired and liabilities
assumed
Cash 150
Prepayments 291
Property, plant and equipment 68,492
Other non-current assets 588
Other payables ( 143)
Other current liabilities ( 325)
Long-term borrowings ( 27,800)
Total identifiable net assets 41,253
Goodwill $ 12,463

(¢) The operating revenue included in the consolidated statement of comprehensive income since
May 10, 2018 contributed by ECOVE Solvent Recycling Corporation was $0. ECOVE
Solvent Recycling Corporation also contributed loss before income tax of ($7,014) over the
same period. Had ECOVE Solvent Recycling Corporation been consolidated from January 1,
2018, the consolidated statement of comprehensive income would show operating revenue
of $4,848,581 and profit before income tax of $1,226,813.

B. ECOVE Solar Energy Corporation

(a) On September 20, 2018, the Group acquired 50% of the shares by cash of NT$455,384;
therefore, the Group holds 100% of shares and obtained control of ECOVE Solar Energy
Corporation.
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(b) The following table summarises the consideration paid for ECOVE Solar Energy Corporation
and the fair values of the assets acquired and liabilities assumed at the acquisition date, as
well as the non-controlling interest’s proportionate share of the recognised amounts of
acquiree’s identifiable net assets at the acquisition date:

December 31, 2018
Purchase consideration
Cash paid $ 455,384
Fair value of equity interest in ECOVE Solar Energy
Corporation held before the business combination 388,193
843,577
Fair value of the identifiable assets acquired and liabilities
assumed
Cash 298,165
Accounts receivable 13,501
Other receivables 5,509
Prepayments 29,536
Property, plant and equipment 1,533,559
Deferred tax assets 1,516
Other non-current assets 721,902
Short-term borrowings ( 143,000)
Accounts payable { 5,245)
Current tax liabilities { 8,903)
Other payables ( 33,310)
Other current liabilities ( 138,880)
Long-term borrowings ( 1,376,650)
Deferred tax liabilities ( 2,773)
Other non-current liabilities ( 175,040)
Total identifiable net assets 719,887
Goodwill $ 123,690

(¢} The operating revenue included in the consolidated statement of comprehensive income since
September 20, 2018 contributed by ECOVE Solar Energy Corporation was $83,600. ECOVE
Solar Energy Corporation also contributed profit before income tax of $12,047 over the same
period. Had ECOVE Solar Energy Corporation been consolidated from January 1, 2018, the
consolidated statement of comprehensive income would show operating revenue of
$5,115,340 and profit before income tax of $1,290,371.

(d) The final valuation will be taken on acquired identifiable property, plant and equipment with
temporary amount of $1,533,559.

(30) Operating leases

A. The Group leases offices and dormitories under non-cancellable operating lease agreements.
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These leases have terms expiring between 1 year and 16 years. The Group recognised rental

expenses of $49,870 and $39,701, for these leases for the years ended December 31, 2018 and
2017, respectively.

B. In order to build the refuse incineration plant, the Group obtained the land-use right amounting
to $114,902. For the years ended December 31, 2018 and 2017, the rent is amortized on a straight-
line basis during construction or operation both amounting to $5,976 and $5,976, respectively.

The future aggregate minimum lease payments under non-cancellable operating leases are as

follows:

December 31, 2018  December 31, 2017
Less than one year $ 29633 § 23,256
More than one year but not less than five years 33,134 18,723
More than five years 29,213 4,726

$ 91,980 $ 46,705

The Group has leases contracts that are charged for the service per unit in accordance with
electricity production. As such, there is no minimum lease payments for those contracts.

(31)_Supplemental cash flow information
A. Investing activities with partial cash payments

Year ended December Year ended December

31,2018 31, 2017
Other non-current assets $ 870,331 § 355
Less: Acquisition through business
combination ( 715,933) -
Cash paid during the year 3 154,398 § 355
(32) Changes in liabilities from financing activities
Liabilities from
Short-term  Long-term financing activities-
borrowings  borrowings gross
At January 1, 2018 $ - § 180,000 $ 180,000
Changes in cash flow from financing
activities ( 91,000} (  171,933) ( 262,933)
Changes in acquisition of subsidiaries 143,000 1,515,530 1,658,530
Impact of changes in foreign exchange rate - 28,257 28,257
At December 31, 2018 § 52,000 $1,551,854 § 1,603,854
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Liabilities from
Short-term  Long-term  financing activities-

borrowings  borrowings £ross
At January 1, 2017 $ - § 356,000 $ 356,000
Changes in cash flow from financing - ( 176,000) ( 176,000)
activities
At December 31, 2017 3 - § 180,000 $% 180,000

7. RELATED PARTY TRANSACTIONS

(1) Parent and ultimate controlling party

The Company is controlled by CTCI Corporation (incorporated in R.0.C.), which owns 57.31% of
the Company’s shares. The remaining 42.69% of the shares are widely held by the public.

(2) Names of related parties and relationship

Names of related parties Relationship with the Group
CTCI Corp. The ultimate parent
CTCI Chemical Corp. Associates
CTCI Machinery Corp. Associates
Resources Engineering Services Inc. Associates
E&C Engineering Corp. Associates

This entity became a subsidiary on September

ECOVE Solar Energy Corporation 20, 2018, before which it was a joint venture.

(3) Significant transactions and balances with related parties

A. Operating revenue

For the years ended December 31,
2018 2017

Operating revenue:
The ultimate parent $ 27,528 § 172,185

(a) The prices on the operating, removal and transportation contracts entered into with related
parties are set through negotiation by both parties. The collection terms were 30 days and
approximately the same as those with third parties.

(b) According to Financial-Supervisory-Securities-Firms No. 0990100279 of the GreTai
Securities Market:

Although the Group discloses operating revenues from CTCI as above, the related costs
include equipment maintenance cost and employee salary of Ecove Environmental Services
Corp. when performing operation service, which are not related party transactions.
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B. Purchases of goods and services

For the years ended
December 31,
2018 2017
Purchases of goods and services:
The ultimate parent $ 6,576 $ 5,143
Associates 163,963 134,157
$ 170,539 § 139,300

The prices on the purchase of goods and services and operating contracts entered into with related

parties are set through negotiation by both parties. The payment terms were 30 days and
approximately the same as those with third parties.

C. Period-end balances arising from sales of services

December 31, 2018  December 31, 2017

Accounts receivable:
The ultimate parent $ 1,717  § 8,122

D. Period-end balances arising from purchases of services

December 31, 2018~ December 31, 2017

Accounts payable:
The ultimate parent $ 4,260 § 4,426
Associates 19,151 23,656

$ 23,411 § 28,082

E. Other receivables-related parties

(a) Reclassified from accounts receivable

December 31, 2018  December 31, 2017

Other receivables:
The ultimate parent $ 17,566 § 40,426

Certain accounts receivable from related parties which are not on regular collection terms,
were reclassified to “other receivables-related parties” whose aging is from 121 to 730 days.

(b) Others
December 31, 2018  December 31, 2017

Other receivables:
Associates (Note) $ 74 % 196
Joint ventures - 7,213

3 74§ 7,409

Note: The receivable is a result of the personnel’s transfer from related parties and
apportioned office expenses.
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F. Loans to related parties

(a) Receivables from related parties

December 31, 2018  December 31, 2017

Associates
CTCI Machinery Corp. $ - 8 7,006
E & C Engineering Corp. 7,006 7,006

$ 7,006 $ 14,012

(b) Interest income

For the years ended

December 31,
2018 2017
The ultimate parent (Note 1) $ 2,487 § 1,295
Associates (Note 2) 77 1,778
Joint ventures (Note 3) - 508
$ 2,564 § 3,581

Note 1: The terms of lending include interest to be calculated and received monthly, using the
annual rate of 0.81% for both the years ended December 31, 2018 and 2017.

Note 2: The terms of lending include interest to be calculated and received monthly, using the
annual rate of 1.01% for both the years ended December 31, 2018 and 2017.

Note 3: The terms of lending include interest to be calculated and received monthly, using the
annual rate of 1.8% for the year ended December 31, 2017.

G. Other income

For the years ended
December 31,

2018 2017
Personnel's transfer from related parties
Associates $ 999 § 385
Joint ventures 2,555 3,458
A 3,554 § 3,843
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H. Other payables-related parties
(a) Operating expenses

For the years ended
December 31,

2018 2017
The ultimate parent $ 8,830 § 12,003
Associates 25 -
$ 8,855 § 12,003

This is mainly from personnel transfers from related parties and accrued directors’ and
supervisors’ remuneration.

(b} As of December 31, 2018 and 2017, the unpaid amounts are as follows (shown as other
payables):

December 31, 2018  December 31, 2017
The ultimate parent b 6,481 § 8,905

I. Acquisition of financial assets

For the year ended
December 31, 2018
Accounts No. of shares Objects Consideration
Investments
Other related  accounted for ECOVE Solar
. . . 31,622,726 Energy
parties usmg equity c .
method orporatlon $ 455,3 84

J. Endorsements and guarantees for others

December 31, 2018 December 31, 2017
Joint ventures 3 - § 631,253

(4) Key management compensation

For the years ended December 31,

2018 2017
Salaries and other short-term employee benefits  § 36451 § 41,326
Post-employment benefits 860 094
Total $ 37,311  § 41,420
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8. PLEDGED ASSETS

The Group’s assets pledged as collateral are as follows:

Book value
Assets December 31, 2018 December 31, 2017 Purposes
Other current assets
Restricted bank deposits $ 40,940 § 10,000 Guarantee for bid and
performance guarantee
Property, plant and equipment Guarantee for long-term loans
169,997 -
Other non-current assets
Long-term prepaid rents-land Guarantee for long-term loans
-use right 16,530 18,836
Guarantee for rent,
performance guarantee, tender
bond and staff dormitory
Refundable deposits 20,465 12,916
$ 247,932 § 41,752

9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNISED CONTRACT
COMMITMENTS

In addition to those items which have been disclosed in Notes 6(9) and 7(3)J, the significant
commitments and contingent liabilities of the Group as of December 31, 2018 were as follows:

(1) The subsidiaries had entered into lines of credit agreements with several banks for guarantee
payments under various service contracts. The subsidiaries had either issued guarantee notes or
promissory notes for amounts drawn down under the line of credit agreements. As of December 31,
2018, the total amount of guarantee notes and promissory notes issued amounted to $2,925,302.

(2) As of December 31, 2018, for contractual guarantee, performance guarantee and waste collection, the
subsidiaries have a performance letter of guarantee issued by the bank amounting to $977,511.

(3) As of December 31, 2018, the subsidiaries had outstanding commitments for service contracts
amounting to $51,890.

(4) As of December 31, 2018, the subsidiaries had unused letters of credit for importing materials and
sub-contract amounting to $3,699.

(5) On October 28, 2014, the Environmental Protection Bureau New Taipei City Government requested
the subsidiary, ECOVE Environmental Service Corp. to pay a substantial amount of air pollution
control fee of $54,267 in accordance with the action stated in Bei-Huan-Kong-Zi Letter No.
1031588875 (the original action) and the judgement rendered by an administrative court of New
Taipei City Government. ECOVE Environmental Service Corp., disagreed and filed an appeal for
revocation of the original action and administrative decision on July 6, 2015, and was dismissed by
Taiwan High Administrative Court. Therefore, ECOVE Environmental Service Corp., filed an appeal
to Supreme Administrative Court. On January 31, 2018, the Supreme Administrative Court reversed
the Taiwan High Administrative Court’s ruling and remanded the case to the Taiwan High
Administrative Court and is currently awaiting judgement.

It is ECOVE Environmental Service Corp.’s appointed lawyers’ opinion that the original action is
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unlawful and ineffective, thus, no loss was accrued.
10. SIGNIFICANT DISASTER LOSS

None.

11. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE

The appropriation of 2018 earnings had been proposed at the Board of Directors’ meeting on March 8,
2019, please refer to Note 6(20)G for detailed information.

12. OTHERS

(1) Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern in order to provide returns for shareholders and to maintain an optimal capital
structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt. The Group monitors capital on the basis of the gearing ratio.
This ratio is calculated as net debt divided by total capital. Net debt is calculated as total borrowings
(including ‘current and non-current borrowings’ as shown in the consolidated balance sheet) less
cash and cash equivalents. Total capital is calculated as ‘equity” as shown in the consolidated balance
sheet plus net debt.

The gearing ratios at December 31, 2018 and 2017 were as follows:

December 31, 2018  December 31, 2017

Total borrowings $ 1,603,854 $ 180,000
Total equity $ 5,421,359 § 5,230,882
Gearing ratio 30% 3%

(2) Financial instruments
A. Financial instruments by category

December 31, 2018  December 31, 2017

Financial assets
Financial assets measured at fair value
through profit or loss
Financial assets mandatorily measured
at fair value through profit or loss $ 183,288 § -
Financial assets held for trading - 437,010
Financial assets at fair value through other
comprehensive income

Designation of equity instrument 102,744 -
Available-for-sale financial assets - 136,852
Financial assets at cost - 543

$ 286,032 $ 574,405
~T 1
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December 31, 2018  December 31, 2017

Financial assets
Financial assets at amortised cost

Cash and cash equivalents $ 1,543,162 §$ 1,657,955
Notes receivable 1,321 234
Accounts receivable 1,041,171 947,224
Accounts receivable-related parties 1,717 8,122
Other receivables 4,741 2,238
Other receivables-related parties 24,646 61,847
Refundable deposits paid 20,465 12,916
Long-term accounts receivable - 2,414,923
Other financial assets 342,178 195,910

$ 2,979,401 § 5,301,369

December 31, 2018  December 31, 2017

Financial liabilities
Financial liabilities at amortised cost

Short-term borrowings $ 52,000 % -
Notes payable 1,032 189
Accounts payable 535,797 619,687
Accounts payable-related parties 23,411 28,082
Long-term borrowings (including current

portion) 1,551,854 180,000
Guarantee deposits received 190,295 166,555

$ 2,354,389 3§ 994,513

B. Risk management policies

(a) The Group’s activities expose it to a variety of financial risks: market risk (including foreign
exchange risk, interest rate risk and price risk), credit risk and liquidity risk.

(b) Risk management is carried out by a central treasury department (Group treasury) under
policies approved by the Board of Directors. Group treasury identifies, evaluates and hedges
financial risks in close co-operation with the Group’s operating units. The Board provides
written principles for overall risk management, as well as written policies covering specific
areas and matters.

C. Significant financial risks and degrees of financial risks
(a) Market risk

Foreign exchange risk

i. The Group operates internationally and is exposed to exchange rate risk arising from the
transactions of the Company and its subsidiaries used in various functional currency,
primarily with respect to the USD and RMB. Exchange rate risk arises from future
commercial transactions and recognised assets and liabilities.
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ii. Management has set up a policy to require group companies to manage their foreign
exchange risk against their functional currency. The companies are required to hedge their
entire foreign exchange risk exposure with the Group treasury.

iil. The Group has certain investments in foreign operations, therefore, does not hedge the
risk.

iv. The Group’s businesses involve some non-functional currency operations (the Company’s
and certain subsidiaries’ functional currency: NTD; other certain subsidiaries’ fanctional
currency: MOP and CNY). The information on assets and liabilities denominated in
foreign currencies whose values would be materially affected by the exchange rate
fluctuations is as follows:

December 31, 2018
Foreign currency
amount Exchange Book value
{(in thousands) rate (NTD)
(Foreign currency : functional currency)
Financial Assets
Monetary items
USD : NTD $ 3,470 30.740 § 106,668
MOP : NTD 53,270 3.804 202,650
Financial Liabilities
Monetary items
MOP : NTD 2,723 3.804 10,359
December 31, 2017
Foreign currency
amount Exchange Book value
(in thousands) rate (NTD)
(Foreign currency : functional currency)
Financial Assets
Monetary items
USD : NTD $ 7,589 20848 § 226,516
MOP : NTD 42918 3.738 160,417
Financial Liabilities
Monetary items
MOP : NTD 13,608 3.738 50,866

v. The unrealised exchange gain (loss) arising from significant foreign exchange variation
on the monetary items held by the Group for the years ended December 31, 2018 and 2017
amounted to $3,550 and ($16,850), respectively.
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vi. Analysis of foreign currency market risk arising from significant foreign exchange
variation:

For the year ended December 31, 2018

Sensitivity analysis
Effect on other
Degree of Effect on comprehensive
variation profit or loss income
(Foreign currency :
functional currency)
Financial assets
Monetary items
USD : NTD 1.00% $ 1,067 § -
MOQP : NTD 1.00% 2,026 -
Financial ligbilities
Monetary jtems
MOP : NTD 1.00% 104 -
For the year ended December 31, 2017
Sensitivity analysis
Effect on other
Degree of Effect on comprehensive
variation profit or loss income
(Foreign currency :
functional currency)
Financial assets
Monetary items
USD : NTD 1.00% % 2,265 § -
MOP : NTD 1.00% 1,604 -
Financial liabilities
Monetary items
MOP : NTD 1.00% 509 -
Price risk

The Group’s equity securities, which are exposed to price risk, are the held financial assets at
fair value through profit or loss, financial assets at fair value through other comprehensive
income and available-for-sale financial assets. To manage its price risk arising from
investments in equity securities, the Group diversifies its portfolio. Diversification of the
portfolio is done in accordance with the limits set by the Group.
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Cash flow and fair value interest rate risk

The Group’s interest rate risk arises from long-term borrowings. Borrowings issued at
variable rates expose the Group to cash flow interest rate risk which is partially offset by
cash and cash equivalents held at variable rates. During the years ended December 31 , 2018
and 2017, the Group’s borrowings at variable rate were denominated in NTD,

(b) Credit risk

i. Credit risk refers to the risk of financial loss to the Group arising from default by the
clients or counterparties of financial instruments on the contract obligations. The main

factor is that counterparties could not repay in full the accounts receivable based on the
agreed terms.

ii. The Group adopts following assumptions under IFRS 9 to assess whether there has been
a significant increase in credit risk on that instrument since initial recognition:

If the contract payments were past due over 30 days based on the terms, there has been
a significant increase in credit risk on that instrument since initial recognition.

iii, The Group adopts the assumptions under IFRS 9, the default occurs when the contract
payments are past due over 90 days.

iv. The Group used the forecastability of Taiwan Institute of Economic Research boom
observation report to adjust historical and timely information to assess the default
possibility of accounts receivable. On December 31, 2018, the provision matrix is as

follows:
Excellent General
customers (Note 1)  customers (Note 2) Total
At December 31, 2018
Expected loss rate 0% 0%
Total book value $ 2,981,673 § 195,775 §$ 3,177,448
Loss allowance $ - 8 - $ -

Note 1: Government institution, state-owned enterprises and listed companies.
Note 2: Customers who have not been included in Note 1.
v. Credit risk information 0f 2017 is provided in Note 12(4).
(c) Liquidity risk

1. Cash flow forecasting is performed in the operating entities of the Group and aggregated
by Group treasury. Group treasury monitors rolling forecasts of the Group’s liquidity
requirements to ensure it has sufficient cash to meet operational needs while maintaining
sufficient headroom on its undrawn committed borrowing facilities at all times so that
the Group does not breach borrowing limits or covenants (where applicable) on any of
its borrowing facilities.
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ii. The table below analyses the Group’s non-derivative financial liabilities into relevant
maturity groupings based on the remaining period at the balance sheet date to the
contractual maturity date for non-derivative financial liabilities. The amounts disclosed in
the table are the contractual undiscounted cash flows.

Non-derivative financial liabilities

December 31, 2018 Up to 1 year Over 1 year
Short-term borrowings $ 52,000 $ -
Notes payable 1,032 -
Accounts payable (including related

parties) 559,208 -
Other payables (including related
parties) 474,418 -
Long-term borrowings (including

current portion) 131,788 1,670,586
Other non-current liabilities 190,295 -

Non-derivative financial liabilities

December 31, 2017 Up to 1 year Over 1 year

Accounts payable (including related

parties) N 647,769 $ -
Other payables (including related
parties) 392,161 -
Long-term borrowings (including

current portion) 178,442 4,074
Other non-current liabilities 166,555 -

(3) Fair value estimation

A. The different levels that the inputs to valuation techniques are used to measure fair value of
financial and non-financial instruments have been defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date. A market is regarded as active where a market
in which transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis. The fair value of the
Group’s investment in listed stocks and beneficiary certificates is included in Level 1.
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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. The fair value of the Group’s investment in
corporate bonds is included in Level 2.

Level 3: Unobservable inputs for the asset or liability. The fair value of the Group’s investment
in equity investment without active market is included in Level 3.

. Therelated information of financial and non-financial instruments measured at fair value by level
on the basis of the nature, characteristics and risks of the assets and liabilities are as follows:

The related information of natures of the assets and labilities is as follows:

December 31, 2018 Level 1 Level 2 Level 3 Total
Assets
Recurring fair value

measurements
Financial assets at fair

value through profit or
loss
Equity securities $ 183,288 § - 3 - 3 183,288
Financial assets at fair
value through other
comprehensive income
Equity securities 102,201 - 543 102,744

Total $ 285,480 § - § 543 § 286,032

December 31, 2017 Level 1 Level 2 Level 3 Total
Assets
Recurring fair value

measurements
Financial assets at fair

value through profit or

loss

Equity securities $ 437,010 $ - 3
Available-for-sale

financial assets

t

$ 437,010

Equity securities 109,435 - ; 109,435
Bond securities - 27.417 - 27417
Total $ 546,445 § 27,417 % - 5 573,862

. The instruments the Group used market quoted prices as their fair values (that is, Level 1) are
listed below by characteristics:

Listed shares Open-end fund
Market quoted price Closing price Net asset value
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D. Except for financial instruments with active markets, the fair value of other financial instruments
is measured by using valuation techniques or by reference to counterparty quotes. The fair value
of financial instruments measured by using valuation techniques method can be referred to
current fair value of instruments with similar terms and characteristics in substance, discounted
cash flow method or other valuation methods, including calculated by applying model using
market information available at the consolidated balance sheet date (i.e. yield curves on the
Taipei Exchange, average commercial paper interest rates quoted from Reuters).

E. For the years ended December 31, 2018 and 2017, there were no transfers between Level 1 and
Level 2.

F. For the years ended December 31, 2018 and 2017, there were no input and output into Level 3.

(4) Effects on initial application of IFRS 9 and information on application of IAS 39 in 2017

A. Summary of significant accounting policies adopted in 2017:
(a) Financial assets at fair value through profit or loss

1. They are financial assets held for trading. Financial assets are classified in this category
of held for trading if acquired principally for the purpose of selling in the short-term.
Derivatives are also categorized as financial assets held for trading unless they are
designated as hedges.

ii. On aregular way purchase or sale basis, financial assets at fair value through profit or loss
are recognised and derecognised using settlement date accounting.

iii. Financial assets at fair value through profit or loss are initially recognised at fair value.
Related transaction costs are expensed in profit or loss. These financial liabilities are
subsequently remeasured and stated at fair value, and any changes in the fair value ofthese
financial liabilities are recognised in profit or loss.

(b) Available-for-sale financial assets

i Available-for-sale financial assets are non-derivatives that are either designated in this
category or not classified in any of the other categories.

ii. On aregular way purchase or sale basis, available-for-sale financial assets are recognised
and derecognised using settlement date accounting.

iij. Available-for-sale financial assets are initially recognised at fair value plus transaction
costs. These financial assets are subsequently remeasured and stated at fair value, and any
changes in the fair value of these financial assets are recognised in other comprehensive
income. Investments in equity instruments that do not have a quoted market price in an
active market and whose fair value cannot be reliably measured or derivatives that are
linked to and must be seftled by delivery of such unquoted equity instruments are
presented in ‘financial assets measured at cost’.
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(c) Loans and receivables

Accounts receivable

Accounts receivable are loans and receivables originated by the entity. They are created by
the entity by selling goods or providing services to customers in the ordinary course of
business. They are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment. However, short-term
accounts receivable without bearing interest are subsequently measured at initial invoice
amount as the effect of discounting is immaterial.

(d) Impairment of financial assets

L

1L

The Group assesses at each balance sheet date whether there is objective evidence that a
financial asset or a group of financial assets is impaired as a result of one or more events
that occurred after the initial recognition of the asset (a ‘loss event’) and that loss event
(or events) has an impact on the estimated future cash flows of'the financial asset or group
of financial assets that can be reliably estimated.

The criteria that the Group uses to determine whether there is objective evidence of an
impairment loss is as follows:

(1) Significant financial difficulty of the issuer or debtor;

(i) Abreach of contract, such as a default or delinquency in interest or principal
payments;

(ii)) The Group, for economiic or legal reasons relating to the borrower’s financial

difficulty, granted the borrower a concession that a lender would not otherwise
consider;

(iv) It becomes probable that the borrower will enter bankruptcy or other financial
reorganisation;

(v) The disappearance of an active market for that financial asset because of financial
difficulties;

(vi) Observable data indicating that there is a measurable decrease in the estimated
future cash flows from a group of financial assets since the initial recognition of
those assets, although the decrease cannot yet be identified with the individual
financial asset in the group, including adverse changes in the payment status of
borrowers in the group or national or local economic conditions that correlate with
defaults on the assets in the group;

(vii) Information about significant changes with an adverse effect that have taken place
in the technology, market, economic or legal environment in which the issuer
operates, and indicates that the cost of the investment in the equity instrument may
not be recovered;
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(viii)A significant or prolonged decline in the fair value of an investment in an equity

instrument below its cost.

iii. When the Group assesses that there has been objective evidence of impairment and an
impairment loss has occurred, accounting for impairment is made as follows according to
the category of financial assets:

(M)

(ii)

Financial assets at amortised cost

The amount of the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at
the financial asset’s original effective interest rate, and is recognised in profit or loss.
If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment loss
was recognised, the previously recognised impairment loss is reversed through profit
or loss to the extent that the carrying amount ofthe asset does not exceed its amortised
cost that would have been at the date of reversal had the impairment loss not been
recognised previously. Impairment loss is recognised and reversed by adjusting the
carrying amount of the asset directly.

Financial assets at cost

The amount of the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at
current market return rate of similar financial asset, and is recognised in profit or loss.
Impairment loss recognised for this category shall not be reversed subsequently.

Impairment loss is recognised by adjusting the carrying amount of the asset through
the use of an impairment allowance account.

(iii) Available-for-sale financial assets

The amount of the impairment loss is measured as the difference between the asset’s
acquisition cost (less any principal repayment and amortisation) and current fair
value, less any impairment loss on that financial asset previously recognised in profit
or loss, and is reclassified from ‘other comprehensive income’ to ‘profit or loss’. If,
in a subsequent period, the fair value of an investment in a debt instrument increases,
and the increase can be related objectively to an event occurring after the impairment
loss was recognised, such impairment loss is reversed through profit or loss.
Impairment loss of an investment in an equity instrument recognised in profit or loss
shall not be reversed through profit or loss. Impairment loss is recognised and
reversed by adjusting the carrying amount of the asset through the use of an
impairment allowance account.
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B. The reconciliations of carrying amount of financial assets transferred from December 31, 2017,
IAS 39, to January 1, IFRS 9, were as follows:

(2) Under IAS 39, because the cash flows of debt instruments, which were classified as
‘available-for-sale financial assets’, amounting to $27,417, met the condition that it is
intended to settle the principal and interest, and the Group holds these assets for the purpose
of cash inflow and sale, they were reclassified as "financial assets at fair value through other
comprehensive income (debt instruments)" on initial application of IFRS 9.

(b) Under IAS 39, because the equity instruments, which were classified as: available-for-sale
financial assets and financial assets at cost, amounting to $109,435 and $543, respectively,
were not held for the purpose of trading, they were reclassified as "financial assets at fair
value through other comprehensive income (equity instruments)", increased retained

earnings and decreased other equity interest in the amounts of $1,799 and $1,799 on initial
application of IFRS 9.

C. The significant accounts as of December 31, 2017 are as follows:

(a) Financial assets at fair value through profit or loss

Items December 31, 2017
Current items;
Financial assets held for trading

Beneficiary certificates 5 436,637
Valuation adjustment 373
$ 437,010

The Group recognised net profit amounting to $1,127 on financial assets held for trading for
the year ended December 31, 2017.

(b) Available-for-sale financial assets

Items December 31, 2017
Current items:
Listed stocks $ 143,111
Bonds 30,394
Valuation adjustment ( 36,653)
h 136,852

i. The Group recognised $430 in other comprehensive loss for fair value change for the year
ended December 31, 2017,
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ii. Due to the global financial crisis in 2008, the Group, in accordance with IAS No. 39,
paragraph 50 (c), reclassified certain listed stocks previously classified as financial assets

at fair value through profit or loss into available-for-sale financial assets amounting to
$60,304. The detailed information is set forth below:

(D) The above reclassified assets that have not yet been disposed of are as follows:

December 31, 2017
Book value/fair value
Listed stocks $ 54,147

(if) The changes in fair value of the above listed stocks that were recognised in profit or
loss and other comprehensive income were $0 and $1,931, respectively, for the year
ended December 31, 2017. And, the accumulated total changes in fair value of the
above listed stocks that were recognised in profit or loss and other comprehensive
(loss) income before January 1, 2017 were $0 and ($8,088), respectively.

(i) If the above listed stocks had not been reclassified to ‘available-for-sale financial

assets’ on July 1, 2008, the gain (loss) from changes in fair value of these assets that
should have been recognised in profit or Joss is as follows:

For the year ended

December 31, 2017

Listed stocks $ 1,931

(c) Financial assets measured at cost
Items December 31, 2017
Teamwin Opto-Electronics Co., Ltd. 3 2,261
Eastern Pacific Energy Sdn.Bhd. 81
Accumulated impairment ( 1,799)

5 543

i. According to the Group’s intention, its investments in the above corporation stocks should
be classified as ‘available-for-sale financial assets’. However, as above corporation stocks
are not traded in active market, and the fair value of the investments in the above

corporation stocks cannot be measured reliably. The Group classified those stocks as
‘financial assets measured at cost’.

ii. As of December 31, 2017, no financial assets measured at cost held by the Group were
pledged to others.

iii.In 2017, the Group has provided impairment loss amounting to $13 since Eastern Pacific
Energy Sdn. Bhd. was assessed to be impaired based on objective evidences.

iv. In June, 2017, the shareholders of TSC Venture Management, Inc. at their meeting
resolved to dissolve and distribute the remaining property amounting to $3,610. The
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difference is $3,610 when compared with its carrying amount of $0 and is recognised in
gains on disposal of investments.

D. Credit risk information as of December 31, 2017 are as follows:

(a) Credit risk refers to the risk of financial loss to the Group arising from default by the clients
or counterparties of financial instruments on the contract obligations. According to the
Group’s credit policy, each local entity in the Group is responsible for managing and
analysing the credit risk for each of their new clients before standard payment and delivery
terms and conditions are offered. Internal risk control assesses the credit quality of the
customers, taking into account their financial position, past experience and other factors.
Individual risk limits are set based on internal or external ratings in accordance with limits
set by the Board of Directors. The utilisation of credit limits is regularly monitored. Credit
risk arises from cash and cash equivalents, derivative financial instruments and deposits with
banks and financial institutions, as well as credit exposures to customers, including
outstanding receivables. For banks and financial institutions, only independently rated parties
with a minimum rating of 'A’ are accepted.

(b} As of December 31, 2017, no credit limits were exceeded during the reporting periods, and
management does not expect any significant losses from non-performance by these
counterparties,

(¢) The credit quality information of financial assets that are neither past due nor impaired is as

follows:
December 31, 2017
Group 1 Group 2 Group 3

Notes receivable $ - $ - 3 234
Accounts receivable 783,286 1,666 162,272
Accounts receivable-related parties - 8,122 -
Other receivables - - 2,238
Other receivables-related parties - - 21,421
Long-term accounts receivable 2,416,858 - -

$ 3,200,144 § 9,788 § 186,165

Group 1: Government
Group 2: Listed companies

Group 3: Others
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(d) The ageing analysis of financial assets that were past due but not impaired is as follows:

December 31, 2017

Other receivables-related parties
Up to 30 days $ 1,317
31 to 90 days 23,958
91 to 180 days 6,094
Over 181 days 9,057
$ 40,426

13. SUPPLEMENTARY DISCLOSURES

(1) Significant transactions information

A.
B.
C.

Loans to others: Please refer to table 1.
Provision of endorsements and guarantees to others: Please refer to table 2.

Holding of marketable securities at the end of the period (not including subsidiaries, associates
and joint ventures): Please refer to table 3.

. Acquisition or sale of the same security with the accumulated cost exceeding $300 million or

20% of the Company’s paid-in capital: Please refer to table 4.

Acquisition of real estate reaching NT$300 million or 20% of paid-in capital or more: None.

F. Disposal ofreal estate reaching NT$300 million or 20% of paid-in capital or more: None.

G. Purchases or sales of goods from or to related parties reaching NT$100 million or 20% of paid-

L.
J.

in capital or more: Please refer to table 5.

- Receivables from related parties reaching NT$100 million or 20% of paid-in capital or more:

Please refer to table 6.
Trading in derivative instruments undertaken during the reporting periods: None.

Significant inter-company transactions during the reporting periods: Please refer to table 7.

(2) Information on investees

Names, locations and other information of investee companies (not including investees in Mainland
China) : Please refer to table 8.

(3) Information on mvestments in Mainland China

A.
B.

Basic information: Please refer to table 9.

Significant transactions, either directly or indirectly through a third area, with investee companies
in the Mainland Area: Please refer to table 10.
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14. OPERATING SEGMENT FINANCIAL INFORMATION

(1) General information

The Group’s main business is only in a single industry. The Board of Directors, which allocates
resources and assesses performance of the Group as a whole, has identified that the Group has only
one reportable operating segment.

(2) Segmental income, assets and liabilities

The segmental financial information provided to the chief operating decision-maker is as follows:

For the years ended December 31,

2018 2017
Revenue from external customers $ 4,847,096 $ 4,479,587
Inter-segment revenue 1,649,550 1,506,241
Total segment revenue 5 6,496,646 $ 5,985,828
Segment income 3 1,128,916 $ 1,077,417
Depreciation $ 73,778 § 17,820
Amortisation $ 14,462 $ 13,082

(3) Reconciliation information of segmental income

A reconciliation of adjusted EBITDA for reportable segment and income from continuing operations
before income tax for the years ended December 31, 2018 and 2017 is provided as follows:

For the years ended December 31,

2018 2017
Adjusted EBITDA for reportable segment $ 1,128916 §$ 1,077,417
Financial cost, net { 7,483) ( 3,841)
Others 113,337 42,767
Income from continuing operations before
income tax $ 1,234,770 §$ 1,116,343

(4) Information on products and services

The Company and its subsidiaries are operating in an environmental-friendly industry. In addition,
no product information is disclosed.

~85~

241



(5) Geographical information
Geographical information for the years ended December 31, 2018 and 2017 is as follows:

2018 2017
Operating Non-current Operating Non-current
revenue assets revenue assets
Taiwan $ 3,917,205 $ 4,115,233 § 3,538,665 § 2,643,421
Macau 810,724 6,353 826,888 16,071
China 105,084 1,585 114,034 5,939
USA 14,083 813,045 - -
Total $ 4,847,096 § 4,936,216 § 4,479,587 § 2,665,431

Non-current assets consists of property, plant and equipment and other non-current assets.
(6) Major customer information

Major customer information of the Group for the years ended December 31, 2018 and 2017 is as
follows:

For the years ended December 31,

2018 2017
Customer A $ 500,304 $ 244,048
Customer B 27,528 172,185
Customer C 449,860 429,519
Customer D 347,786 348,186
Customer E 339,005 199,690
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
Loans to others
For the year ended December 31, 2018
Table 1 Expressed in thousands of NTD
(Except as otherwise indicated)

Maximum
outstanding
balance during Amount of
General the year ended Balance at transactions Reason Allowance Limit on loans Ceiling on
ledger Isa December 31,  December 31, Nature of  with the for short-term for granted to total loans
No. account related 2018 2018 Actual amount  Inlerest loan borrower financing doubtfial Collaterat a single party granted
(Note 1} Creditor Borrower (Note2) party (Note3) (Note 8) drawn down rate  (Note4) (Note5) (Note6) accounts ftem Value (Note 7) (Note 73 Footnote
0 ECOVE CTCi Corp.  Other Yes § 430,000 $ 430,000 3 - - 2 $ - Foroperational $ - - % - 8 487,824 % 1,951,295 -
Environment receivables- needs
Corp. telated parties
0 " ECOVE Solar " " 200,000 200,000 81,000 1.01% " " " N " " 487,824 1,951,295 -
Energy
Corporation
1 ECOVE Waste CTCI Corp, " " 14,000 7.000 - - " " " " " " 11,346 45,385 -
Management
Corp.
1 " CTC1 " " 14,000 7,000 - - N " " " " " 11,346 45,385 -
Machinery
Corp.
1 " E&C " * 14,000 7,000 7,000 1.01% " " " " " " 11,346 45,385 -
Engineering
Corp.
ECOVE SooVE
2 Environment  ooon " " 70,000 70,000 50,000 1.57% . " " " " " 96,634 386,534 -
Services Corp. Recycling
" Corporation
ECOVE
2 " Miaoli " . 70,000 70,000 39,500 1.01% " " " " e 96,634 386,534 -
Energy
Corporation
CTC1 - -
2 " Machinery " " 140,000 35,000 " " " " " " 96,634 386,534 -
Corp.
Resources - -
2 " Engineering " " 140,000 35,000 " " " " " " 96,634 386,534 -
Services Inc. .
2 " CTCI Corp. " " 140,000 70,000 - - " " " " " " 96,634 386,534 -
E&C - -
2 " Engineering " " 140,000 70,000 " " " " " " 96,634 386,534 -
Corp.
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Maximum
outstanding

balance during Amount of
General the year ended Balance at transactions Reason Allowance Limit on foans Ceiling on
ledger Isa December 31,  December 31, Natureof  withthe  for short-term for granted to total loans
No. account refated 2018 2018 Actual amount Interest loan bomower financing doubtful  Collateral a single party granted
(Note 1) Creditor Borrower (Note 2) party (Note3) (Note 8) drawn down rate  (Noted4) (Note5) (Note 6) accounts TItem Value (Note 7) (Note7) Footnote
$ 14,000 $ 14,000 $ - - " " " " oo $ 292,439 292,439
ECOVE Solar ECOVE 3
South " "
3 Energy . -
Corporation Corporation
Ltd.
ECOVE Solar - -
3 " Power " " 200,000 200,000 " " " " " " 292,439 292,439 -
Corporation
ECOVE
3 " Central , " “ 17,000 7,000 1,000 1.71% " " . " " * 292,439 292,439 -
Corporation
Lad.
Note 1: The numbers filled in for the loans provided by the Company or subsidiaries are as follows:

Note 2:
Note 3:
Note 4:

Note 5:
Note 6:
Note 7:

Note 8;

(1)The Company is *0°.

{2)The subsidiaries are numbered in order starting from ‘1.

Fill in the name of account in which the loans are recognised, such as receivables—related parties, current account with stockholders, prepayments, temporary payments, eic.

Fill in the maximum outstanding balance of loans to others during the year ended December 31, 2018.

The column of ‘Nature of loan' shall fill in ‘Business transaction or ‘Short-term financing:

{1)The Business association is *1°,

(2) The Short-term financing are numbered in order starting from ‘2° .

Fill in the amount of business transactions when nature of the loan is related to business transactions, which is the amount of business tansactions occurred between the ¢reditor and borrower in the current year.

Fill in purpose of loan when nature of loan is for short-term financing, for example, repayment of loan, acquisition of equipment, working capital, etc,

The calculation and amount on ceiling of loans are as follows:

(1)The limit on leans granted to a single party shall not exceed 10% of the Company’s net assets value,

(2} The ceiling on totals loans shall not exceed 40% of the Company’s net assets value.

The amounts of funds {0 be loaned to others which have been approved by the board of directors of a public company in accordance with Article 14, ltem 1 of the “Regulations Governing Loaning of Funds and Making of
Endorsements/Guarantees by Public Companies” should be included in its published balance of lcans fo others at the end of the reporting period to reveal the risk of loaning the public company bears, even though they have not
yet been appropriated. However, this balance should exclude the loans repaid when repayments are done subsequently to reflect the risk adjustment. In addition, if the board of directors of a public company has authorized the
chairman 10 loan funds in installments alments or in revolving within certain lines and within one year in accordance with Article 14, Item 2 of the “Regulations Govemning Loaning of Funds and Making of Endorsements/Guaranices
by Public Companies™, the published balance of loans to others at the end of the reporting period should also include these lines of loaning approved by the board of directors, and these lines of loaning should not be excluded from
this balance even though the toans are repaid subsequently, for taking into consideration they could be loaned again thereafter,
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
Provision of endorsements and guarantees to others

For the year ended December 31,2018

Expressed in thousands of NTD

Table 2
(Except as otherwise indicated)
Ratio of
. Maximum accumulated
Party being outstanding Qutstanding endorsement/ Provision of  Provision of  Provision of
endorsed/guaranteed s .
Limit on endorsement/ endorsement/ guarantee Ceiling on endorsements/ endorsements/ endorsements/
Relationship ~ endorsemenis/ guarantee guarantee Amountof amounttonet total amountof pguarantees by guarantees by guaranteesto
with the guaraniees amount asof amount at endorsements’ asset value of endorsements/ parent subsidiary to  the party in
endorser/ provided fora December 31, December 31,  Actual amount  guarantees  the endorser/ guarantees company to parent Mainland
MNumber Endorser/ guarantor single party 2018 2018 drawn down  secured with  guarantor provided subsidiary company China
{Note 1} guarantor Company name {Note2) (Note 3) (Noted ) (Note 5) {Note 6) collateral company {Note 3) {Note 7) (Note 7) (Note7) Footnote
0 ECOVE ECOVE Solar 2 $ 9,756,476 § 1,143,589 § 1,143,585 § 968,043 § - 23.44% 5 14,634,714 Y N N -
Environment Energy
Corp. Corporation
ECOVE Sclar ECOVE South - -
| Enemy Corporation Ltd. 2 1,462,194 14,000 14,000 14,000 1.91% 2,193,291 N N N
Corporation
" ECOVE Central . -
1 Corporation Lid. 2 1,462,194 19,790 16,790 16,790 2.71% 2,193,291 N N N
" ECOVE Solar - )
1 Power Corporation 2 1,462,194 694,248 694,248 600,355 94.96% 2,193,291 N N N
ECOVE Solar ECOVE Solar - -
2 Power Energy 5 408,122 12,420 12,420 12,420 6.09% 612,183 N N N
Corporation  Corporation
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Note 1: The numbers filled in for the endorsements/guarantees provided by the Company or subsidiaries are as follows:
(1)The Company is ‘0°.
(2)The subsidiaries are numbered in order starling from ‘1,
Note 2: Relationship between the endorser/guarantor and the party being endorsed/guaranteed is classified into the following six categories; fill in the number of category each case belongs to:
(1)YHaving business relationship.
(2) The endorser / guarantor parent company owns directly more than 50% voting shares of the endorsed / guaranteed subsidiary.
{3) The endorser / guarantor parent company and its subsidiaries jointly own more than 50% voting shares of the endorsed / guaranteed company,
(4) The endorsed / guaranteed parent company directly or indirectly owns mare than 50% voting shares of the endorser / guarantor subsidiary.
(5) Mutual guarantee of the trade as required by the construction contract,
(6) Due to joint venture, each shareholder provides endorsements / guarantees to the endorsed / guaranteed company in proportion to its ownership.
Note 3: Fill in limit on endorsements/guarantees provided for a single party and ceiling on total amount of endorsements/guarantees provided as prescribed in the endorser/guarantor company’s “Procedures for Provision of Endorsements
and Guarantees”, and staie each individual party to which the endorsements/guarantees have been provided and the calculation for ceiling on total amount of endorsements/guarantees provided in the footnote.
(1)The limit on endorsements and guarantees granted to a single party shall not exceed 260% of the Company’s net assets value in last financial statement which was audited by accountant.
(2)The ceiling on total endorsements and guarantees shall not exceed 300% of the Company’s net assets value in [ast financial statement which was audited by accountant.
Note 4: Fill in the year-to-date maximum outstanding balance of endorsements/guarantees pravided as of the reporting period.
Note 5: Once endorsement / puarantee contracts or promissory notes are signed / issued by the endorser / guarantor company to the banks, the endorser/guarantor company bears endorsement/guarantee liabilities. And all other events
involve endorsements and guarantees should be included in the balance of outstanding endorsements and guarantees.
Note 6: Fill in the actual amount of endorsements/guarantees used by the endorsed/guaranteed company.
Note 7: Fill in “Y” for those cases of provision of endorsements/guarantees by listed parent company to subsidiary and provision by subsidiary to listed parent company, and provision to the party in Mainland China.
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ECOVE ENYIRONMENT CORPORATION AND SUBSIDIARIES

Holding of marketable securities at the end of the period (not including subsidiaries, asseciates and joint ventures)

December 31,2018
Table 3 Expressed in thousands of NTD
(Except as otherwise indicated)
Marketable securities { Note 1) Relationship with December 31,2018
the securities issuer General Number of shares/ Book value Ownership Foomote
Securities held by Type Name {Note 2) ledger account denominations (Note 3> (%) Fair vatue (Note 4)
ECOVE Enviromnent Corp. Fund Franklin Templeton Sinvam Maney NA Financial assets at fair value 198,085 $ 2,041 - 2,045 -
Market Fund through profit or loss-cutrent
Adjustment 4
} 2,045
" Common Stock  Taiwan Cement Corp. " Financial assets at fair value 472,758 16,671 - 16,735 -
through other comprehensive
income-current
" " United Renewable Energy Co., Led. " " 455,157 4,597 - 3,282 -
Adjustinent { 1,251)
3 20,017
" " Teamwin Opto-Electronics Co.. Lid. " Financial assefs at fair value 150,000 2,261 2.46% 475
through other comprehensive
income-not-current
" " Eastern Pacific Energy Sdn. Bhd The Chainnan of the Company is " 10,000 8l 10.00% 68 -
the Board of director
less: Accumulated inpairment { 1,799} -
5 543 543
ECOVE Wujil Energy Corp. Fund FSITC Taiwan Money Markel Fund N/A Financial assets at fair value 65511 % 1,001 - 1,001 -
through profit or loss-current
" " Taishin 1699 Money Market Fund " " 148,083 2,000 - 2,000 -
" - Franklin Templetor Money Market " " 4,616,996 47.650 - 47,650 -
Fund
" Common Stock  Taiwan Cement Corp. " Equity instruments at fair value 475,508 16,833 - 16,833 -
through other comprehensive
ineame- current
ECOVE Environment Services Fund Schroder 2022 Maturity Emerging N/A Financial assets at fair value 35,000 10,596 - 10,596 -
Corp. Market Quality Sovereign Bond Fund through profie or loss-current
" - Taishin 1699 Money Market Fund " " 3,366,412 45470 - 45470 -
" " Capital Money Market Fund " " 620,717 10,000 - 10,000 -
" Comunot Stock  CTCE Corp, Ultimate parent company Financial assets at fair value 1,028 45 - 45 -
through other comprehensive
income-current
" " Taiwan Cemeat Corp. N/A " 1,251,971 44,320 - 44,320 -
" " * 559,567 4,034 - 4,034 -

United Renewable Energy Co., Ltd.
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Marketable securities { Note 1)

Relationship with

December 31,2018

the securities issuer General Number of shares/ Book value Ownership Footnote
Securities held by Type Name {Note 2) ledger account denominations (Note 3) (%) Fair value {Note 4)
ECOVE Waste Management Fund Prudential Financial Money " Financial assets at fair value 207,498 § 3277 - 3277 -
Corp. Market Fund through profit or loss-current
" " FSITC Taiwan Money Market Fund " " 1,311,441 20,034 - 20,034 -
- " Taishit 169% Money dMarket Fund " " 1,333,007 18,005 - 18,005 -
" " Franklin Templetor Money Market " " 891,706 9,202 . 9,202 -
Fund
" Comunon Stock  Taiwan Cement Corp. " Financial assets at fair value 478,841 16,951 - 16,951 -
through other comprehensive
income-current
ECOVE Miacli Energy Fund FSIC Taiwan Money Market Fund " Financial assets at fair value 65,579 1,002 - 1,002 -
Comoration throush profit or loss-current
) " Taishin 1699 Money Market Fund " " 518,246 7,000 - 7.000 -
N " " " 581,852 6,005 - 6,005 -

Franklin Teemnpletion Sinoam Money
Market Fund

Note |; Marketable secyrities in the table refer to stocks, bonds, beneficiary cettificates and other related derivative securities within the scope of IFRS 9 *Financial instnzments’.

Note 2: Leave the colwnn blank if the issuer of iarketable securities is non-related party.
Note 3; Fill in the amount afier adjusted at Fair value and deducted by accumulated impainnent for the marketable securities measured at fair value; fill in the acquisition cost or amortised cost deducted by accumulated iinpainnent for the marketable securities

Nale 4: The number of shares of securities and their amounts pledged as security or pledged for loans and their restrictions on use under some agreements should be stated in the footnote if the securities presented herein have such conditions.
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
Acquisition or sale of the same security with the accumulated cost exceeding $300 million or 20% of the Company's paid-in capital
For the year ended December 31, 2018
Table 4 Expressed in thousands of NTD

{Except as otherwise indicated)

Relationship Addition Disposal Balance as at December 31,
Marketable with Balance as at January 1, 2018 ( Note 3) (Note 3) 2018
securities General Counterparty  the investor — Number of Number of Number of Gain(lossyon  Number of
Investor (Note 1) ledger account {Note2) (Note 2) shares Amount shares Amount shares Selling price _ Book value disposal shares Amount
ECOVE Franklin Templeton Financial assets at - - 18.013.095 § 185,030 13,613,507 $ 140,000 31626602 § 325408 § 325030 $ 378 - 3 -
Environmental Sinoam Money Market  fair value through
Services Corp. Fund profit or Joss
ECOVE Miaoli  FSITC Taiwan Maoney " - - 230,205 3,500 9411,595 143,500 9,576,221 146,022 145,999 23 065,579 1.001
Energy Market Fund
Comoration
ECOVE ECOVE Solar Energy Long-term equity  Gintech Energy Other related 28,269,032 311,114 34975820  532.213(note3) - - - - 63,245452 843,327
Envimmment Carparation investments Corp. party
Carp. accounted for using

equity method

Note | Marketable securitics in the table refer to stocks, bonds, beneficiary certificates and other related derivative securities,

Note 2: Fill in the columus the counterparty and relationship if securities are accounted for using the equity method: otherwise leave the columns blank.

Note 3: Aggregate purchases and sales amounts should be calcubated separately at their market values to verify whether they individually reach NT$300 million or 20% of paid-in capital or more.

Note 4: Paid-in capital referred to herein is the paid-in capital of parent company. In the case that shares were issued with no par value or a par value other than NTS10 per share. the 20 % of paid-in capital shall be replaced by 10% of equity

aliributable to owners of the parent in the calculation.
Note 5: In September 2018, the Company increased its investment in ECOVE Solar Energy Corporation in the amount of $482.884, The investment gain and adjustment 1o net assets, including the remeasurement of the original shares owmed, totalling $49.329.
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
Purchases or sales of goods frowm or to related parties reaching NT$100 million or 20% of paid-in capital or more

For the year ended December 31,2018
Expressed in thousands of NTD

Table 5
{Except as otherwise indicated)
Differences in transaction terms
compared to third party
Transaction fransactions Notes/accounts receivable (payable)
Percentage of Percentage of
Relationship with the  Purchases totat purchases total notes/accounts
Purchaser/seller Counterparty counterparty (sales) Amount (sales) Credit tenn Unit price Credit term Balance receivable (payable)  Footnote
ECOVE Wujilh Energy Corp. ECOVE Waste Management Affiliate (Waste disposal ($ 382,669} { 54% ) 30 days quarterly No significant difference s 69,964 2% -
Corp. revenue}
" ECOVE Environment " Cost of services 236890 ( 45% ) " " { 83,809) ¢ 97% ) -
Services Corp.
ECOVE Envirgnment ECOVE Waste Management " {Operating 572,562 ( 1% ) " " 100,417 4% _
Services Comp, Corp. revenue)
" ECOVE Wujih Energy Corp. " " { 2368901 ( 7% ) " " 83,809 11% -
" ECOVE Miaoli Enerpy " " { 140943) { 4% ) " " 23,224 3% .~
Cormp.
" ECOVE Selvent Recycling " Service revenue { 108.464) ( 3% } " " 38,491 5% _
Corporation
" CTCI Chemicals Comp. " Purchase 141,821 5% " " { 18,332} ¢ 4% ) -
ECOVE Waste Management ECOVE Environiment v Waste disposal 571562 1% " " ( 190417) ( 5% ) -
Corp. Services Com. oast
" ECOVE Wujih Energy Comp. " " 382,669 34% " " { 69,964} ( 0% ) -
ECOVE Miaoli Energy ECOVE Environment " Cost of services 149,943 92% " " { 23,224y { 100% ) _
Com. Services Corp.
ECOVE Solvent Recycling ECOVE Environment " N 108,464 Note 4 " " { 38,4911 ¢ 100% ) -
Corporation Services Comp.

Note L: If tenns of related-party transactions are different from third-party transactions, explain the differences and reasons in the “Unit price’ and “Credit term columns,

Note 2: In case related-party transaction terms involve advance receipts (prepayments) transactions, explain in the foomote the reasons, contractual provisions, related amounts, and differences in types of transactions compared to

third-party transactions.

ote 3: Paid-in capital referred to herein is the paid-in capital of parent company. In the case that shares were issued with no par value or a par value other than NT$10 per share, the 20 % of paid-in capital shall be replaced by 10% of equity
attributable to owners of the parent in the calculation.
Note 4: Cost of services for ECOVE Solvent Recycling Corporation is shown as property, plant and equipment.

Table 5, Page 1

250



ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
Receivables from related parties reaching NT$100 million or 20% of paid-in capital or more

December 31,2018
Table 6 Expressed in thousands of NTD
(Except as otherwise indicated)
Balance as at Amount collected
Relationship December 31,2018 Overdue receivables subsequent to the Allowance for
Creditor Counterparty with the counterparty {Note 1) Turnover rate Amount Action taken _ balance sheet date _ doubtful accounts
ECOVE Environment Services ECOVE Waste Management Corp. Affiliate 3 100417 577 - " - -

Corp.

Note 1: Fill in separately the balances of accounts receivable-related parties, notes receivable~related parties, other receivables—related parties....
Note 2: Paid-in capital referred to herein is the paid-in capital of parent company. In the case that shares were issued with no par value or a par value other than NT$10 per share, the 20 % of paid-in capital shall be replaced
by 10% of equity attributable to owners of the parent in the calculation.
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
Significant inter-company transactions during the reporting period

For the year ended December 31, 2018
Expressed in thousands of NTD

Table 7
(Except as otherwise indicated)
Transaction
Number Relationship Percentage of consolidated total operating
{Note 1) Company name Counterparty (Note 2) General ledger account Amount Transaction terms revenues or tolal assets (Note 3)

0 ' ECOVE Environment Corp, ECQOVE Solar Energy Corporation 1 Other receivables $ 91,466 30 days quarterly 1.01%
1 ECOVE Wujih Energy Corp. ECOVE Waste Management Corp. 3 Operating revenue 382,669 " 7.89%
1 " " " Accounts receivable 69,964 » 0.77%
2 ECOVE Environment Services Corp. ECOVE Whuijth Energy Com. " Operaling revenue 236,890 " 4.89%
2 " ECOVE Miaoli Energy Corp. " " 149,943 " 3.09%
2 " ECOVE Waste Managemen{ Corp, " " 572,562 " 11.81%
2 " ECOVE Solvent Recycling Corporation " " 108,464 " 2.24%
2 " SINOGAL-Waste Services Co., Lud. " " 68,070 " 1.40%
2 " ECOVE Environment Consulting Corp. " " 55,274 " 1.14%
2 " ECOVE Waste Management Corp. " Accounts receivable 100,417 " 1L11%
2 " ECOVE Wujih Energy Corp. " " 33,809 " 0.92%
2 " ECOVE Miaoli Energy Corp, * " 23,224 " 0.26%
2 S ECOVE Solvent Recycling Corporation " " 38,491 " 0.42%
2 " SINOGAL-Waste Services Co., Lid. " " 31,738 * 0.35%
2 " ECOVE Environment Consulting Corp. " " 48,223 " 0.53%
3 SINOGAL-Waste Services Co., Ltd. ECOVE Environment Services Corp, " Operating revenue 50,229 " 1.04%
3 " " " Accounts receivable 21,254 " 0.23%

Note 1: The numbers filled in for the transaction company in respect of inter-company transactions are as follows:
(1)Parent company is *0°.
(2)The subsidiaries are numbered in order starting fiom “1°.
Note 2: Relationship between transaction company and counterparty is classified into the following three categories; fill in the number of category each case belongs to (If transactions between parent company and subsidiaries or between

subsidiaries refer to the same transaction, it is not required to disclose twice. For example, if the parent company has already disclosed its transaction with a subsidiary, then the subsidiary is not required to disclose the transaction;
for transactions between two subsidiaries, if one of the subsidiaries has disclosed the transaction, then the other is not required to disclose the transaction.):

(1)Parent company to subsidiary.

{2)Subsidiary to parent company.

(3)Subsidiary to subsidiary.
Note 3: Reparding percentage of transaction amount to consolidated total opetating revenues or total assets, it is computed based on period-end balance of ransaction to consclidated total assets for balance sheet accounts and based on

accumulated transaction amount for the period to consolidated total operating revenues for income statement accounts.
Note 4: The Company may decide to disclose or not to disclose transaction details in this table based on the Materality Principle.
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES

Information on investees

For the year ended December 31,2018

Table 8 Expressed in thousands of NTD
(Except as otherwise indicated)
[nitial investment amount Shares held asat December 31,2018
Net profit (loss)
Balance as at ofthe investee forihe  Investment income(loss) recognised
Main business Balance as at December 31, year ended by the Company for the year ended
[nvestor Investee  Location activities December 31, 2018 2017 Number of shares Ownership (%} Book value December 31,2018 December 31,2018 Footnote

ECOVE ECOVE Wujik Taiwan Waste services 5 425085 § 425,085 29.400 000 98.00% § 1,242,060 $ 275512 § 270002 A subsidiary
Environment Energy Corp, equipment installation,
Corp. co-generation, wasfe

services and other

environmental services,

elc.
ECOVE ECOVE Taiwan Refuse incineration 339.921 339921 14065936 93.15% 895.799 367.025 341,469 A subsidiary
Environment Environment plant’s operation,
Corp- Services Corp. machinery and

equipment

maintenance.etc.
ECOVE ECOVE Waste Taiwan Waste services. 20,000 20.000 2.000.000 100.00% 113462 58.674 58.674 A subsidiary
Environment Management equipment and
Carp. Corp. mechanical

installation, waste

clear, international

trade and cther

enviranmental services,

ete.
ECOVE ECOVE Taiwan Waste services 1,012,483 1,012,483 56249000 74.99%% 1.003.951 129.055 96,790 A subsidiary
Environment Miaoli Energy equipment installation,
Corp. Corp. co-generation, wasle

services and other

environmental services,

etc.
ECOVE Yuan Ding Taiwan Waste services, waste 27,000 27.000 2,700,000 60.00% 23,543 78 47 A subsidiary
Environment Resources clean, other
Corp. Cotp. environmental services,

and environmental
pollution services, etc.
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Initial investmant amount

Shares held as at December 31,2018

Net profit (loss)
Balance as at of the investee for the  Investment income(loss) recognised
Main business Balance as at December 31, year ended by the Company for the year ended
Investor Invesiee Location activities December 31, 2018 2017 Number of shares Ownership (%) Book value December 31,2018 December 31, 2018 Footnote
ECOVE Boretech Cayman Share holding and 3 309,489 § 309489 13333,333 2000% § 292,168 § 2,188 § 554 An investee under
Environment Resource Island investment. equity method
Corp. Recovery
Engineering
Co., Ltd.
{Cayman)
ECOVE ECOVE Solar Taiwan Energy technology 762.34% 279.465 63.245.452 100.00% 854,787 43,423 27,700 A subsidiary
Environment Energy services etc.
Corp. Corpaoration
ECOVE EVER ECOVE Taiwan Waste services, waste 50,000 - 5,000,000 5.00% 49,336 ( 13,285) { 664) An investee under
Environnent Caomoration clean and co- equity method
Carp. generation
ECOVE ECOVE Taiwan Operating basic 86.480 B 8.099.000 80.99% 80,168 | 7.015) ( 5.312) A subsidiary
Environment Solvent chemical industry and
Corp. Recycling manufacture of other
Corporalion chemical products
ECOVE ECOVE Wujih Taiwan Waste services 6,000 6.000 60:0.000 2.00% 25,348 275512 5.510 Affiliate
Environment Enetgy Corp. equipment installation.
Services Corp. co-genenation, waste
services and other
environtmenial services,
elc.
ECOVE CTCI Taiwan Industrial chemicals’ 24851 24,851 1,910,241 26.9048% 64214 583813 15,824 Adfiliate
Envirotunent Cletnicals wholesale
Services Corp.  Corp. mamufacturing atd
retail,
ECOVE ECOVE Taiwan Waste services 13 13 1.000 0.001% 18 129,055 2 Affiliate
Environment Miaoli Energy equipment installation,
Services Corp.  Corp. co-generation, waste
services and other
environmental services,
elc.
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Initial investment amount Shares held asat December 31,2018

Net profit (loss)
Balance as at of the investee for the  Investment income(loss) recognised
Main business Balance as at December 31, year ended by the Company for the year ended
Investor Investee Location activities December 31,2018 2017 Number of shares Qwnership (%) Book value December 31,2018 December 31,2018 Foommote

ECOVE SINOGAL- Macau Management of waste  § 4964 3 4,964 - 3000% $ 57921 § 167024 § 50,107 A subsidiary
Environment Waste Services recycling site and
Services Corp.  Co., Ltd. maintenance of related

mechanical and

equipment etc.
ECOVE ECOVE Taiwan Operating basic 1¢ - 1,000 0.01% 8 { 7.957) ( 2) Affiliate
Environment Solvent chemical industry and
Services Corp.  Recyeling manufacture of other

Corporation chemical products

ECOVE Waste ECOVE Taiwan Refuse incineration 53 53 1000 0.01% 64 367025 23 Affiliate
Management Environmental plant's operation,
Corp. Services Carp. machinery and

equipment

maintenance,ete.
ECOVE Waste  Yuan Ding Taiwan Waste services, waste 18,000 18.000 1.800.000 40.00% 15695 78 31 A subsidiary
Manageinent Resources clean, other
Corp. Corp. environmental services,

and environmental

pollution services, etc.
ECOVE Solar ECOVE Solar  Taiwan Energy technology 180,000 180.000 18.000.000 100.00% 204.061 18.678 18,678 A subsidiary
Energy Power services ele,
Corporation Corporation
ECOVE Solar  ECOVE Taiwan Energy technology 7.500 7.500 750,000 106.00% 8,737 719 719 A subsidiary
Euergy Central services etc.
Corporation Corporation

Ltd.

ECOVE Solar ECOVE South Taiwan Energy technology 16,500 6,500 1,650,000 100.00% 17.969 918 918 A subsidiary
Energy Corporation services elc.
Corporation Ltd.
ECOVE Solar G.D. U.S5.A. Energy technology 189,197 189,197 - 100.00% 368.589 27,685 27927 A subsidiary
Energy International, services ete.
Corporation LLC.
G.D. Lumberton U.5.A. Energy technology 189,197 189,197 - 100.00% 367,710 27,685 27,685 A subsidiary
International, Solar W2-090, services elc.
LLC. LLC
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Table ¢

Investee in Mainland China ~ Main busi activities Paid-in capital

ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
Information on investments in Maitland China
For the year ended December 31, 2018

Accumulated  Amount remitted from Taiwan to Accumulated

amount of Mainland China/ Amount amount
remittance from  remitted back to Taiwan for the  of remittance

Taiwan o year per[od ended December 31, from Taiwanto  Netincome of

Investment income

December 31,2018

Expressed in thousands of NTD
(Except as otherwise indicated)

Accumiatea
amount
of investment

Book value of income
investments in  remitted back to
for the year ended Mainland China  Taiwan as of
as of December  December 31,

2018 Footnote

ECOVE Environment Technical development, 3
Consulting Corp. advisory and service in
environmenial field:
environmental pollution
control equipment and
related parts wholesale,
import and export, etc.

Accumulated amount ot lnvestment amount approved by the

Mainland China 2018 Mainfand China  investee as of
as of January |.  Remitted to  Remitted back as of December

2018 Mainfand China __to Taiwan 31,2018
$ 4,147 - - % 4147 3

remittance from Taiwan to Investment Comnission of the Ceiling on investments in
Mainland China Ministry of Economic Affairs Mainland China imposed by the
Company name as of December 31, 2018 Envestment Comumission of MOEA

ECOVE Enviromment Corp.  § 4147 8§

4,147 3 2,926,943

Note |: Investment methods are classified into the following three categories: fill in the number of catepory each case belongs to:

{1)Directly invest in a company in Mainland China.

{2)Through investing in an existing company in the third area, which then invested in the investee in Mainland China.

(3¥Others

Note 2: In the ‘Investment incoms (loss) recognised by the Company for the nine-month period ended December 31, 2018 column:
()1t should be indicated if the investee was still in the incorporation arrangements and had not yet any profit during this period.
(2)Indicate the basis for investment income {loss) recognition in the number of one of the following three categories:
A. The financial statements that are attested by international accounting finn which has cooperative relationship with accounting firm in R.0.C.
B. Investment income {loss) of non-significant subsidiaries was recognized based on the audited financial statements.

C. Others.
Note 3: The numbers in this table are expressed in New Taiwan Dollars.
Note 4; Invested by ECOVE Environment Services Corp.
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ECOVE ENVIRONMENT CORPORATION AND SUBSIDIARIES
Significant transactions conducted with investees in Mainland China directly or indirectly through other companies in the third areas
For the year ended December 31, 2018

Expressed in thousands of NTD
(Except as otherwise indicated)

Provision of
Accounts receivable endorsements/guarantees
Sale {purchase) Property transaction (payable) or collaterals Financing
Maximum balance during Interest during the
Balance at Balance at the nine-month nine-month
Investee in Mainland December 31, December 31, period ended Balance at period ended
China Amount % Amount Y% 2018 % 2018 Purpose December 31, 2018 December 31, 2018 _Interest rate December 31, 2018 Others
ECOVE Environment 3 55274 1.62% - - $ 48223 6.53% - - - - - - -
Consulting Corp.
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Appendix 11

ECOVE ENVIRONMENT CORPORATION

NON-CONSOLIDATED FINANCIAL STATEMENTS
AND REPORT OF INDEPENDENT ACCOUNTANTS
DECEMBER 31, 2018 AND 2017

For the convenience of readers and for information purpose only, the anditors’ report and the accompanying
financial statements have been translated into English from the original Chinese version prepared and used in
the Republic of China. In the event of any discrepancy between the English version and the original Chinese
version or any differences in the interpretation of the two versions, the Chinese-language auditors’ report and
financial statements shall prevail.
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REPORT OF INDEPENDENT ACCOUNTANTS TRANSLATED FROM CHINESE

To the Board of Directors and Shareholders of ECOVE ENVIRONMENT CORPORATION
Opinion

We have audited the accompanying non-consolidated balance sheets of ECOVE Environment
Corporation (the “Company™) as at December 31, 2018 and 2017, and the related non-consolidated
statements of comprehensive income, of changes in equity and of cash flows for the years then ended,
and notes to the non-consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying non-consolidated financial statements present fairly, in all material
respects, the non-consolidated financial position of the Company as at December 31, 2018 and 2017,
and its non-consolidated financial performance and its non-consolidated cash flows for the years then
ended in accordance with the “Regulations Governing the Preparation of Financial Reports by
Securities Issuers”.

Basis for opinion

We conducted our audits in accordance with the “Regulations Govemning Auditing and Attestation of
Financial Statements by Certified Public Accountants” and generally accepted auditing standards in
the Republic of China (ROC GAAS). Our responsibilities under those standards are further described
in the Independent Accountant’s Responsibilities for the Audit of non-consolidated Financial
Statements section of our report. We are independent of the Company in accordance with the Code of
Professional Ethics for Certified Public Accountants in the Republic of China (the “Code™), and we
have fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the non-consolidated financial statements of the current period. These matters were
addressed in the context of our audit of the non-consolidated financial statements as a whole and, in
forming our opinion thereon, we do not provide a separate opinion on these matters.

VRS ST PricewaterhouseCoopers, Taiwan
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The most significant key audit matters in our audit of the non-consolidated financial statements of the
current period are as follows:

Service revenue of subsidiaries accounted for under the equity method

As at December 31, 2018, the investments in subsidiaries, ECOVE Wujih Energy Corp., ECOVE
Environmental Services Corp., ECOVE Waste Management Corp., ECOVE Miaoli Energy Corp. and
SINOGAL-Waste Services Co., Ltd., were accounted for under the equity method and amounted to
$3,255,272, constituting 66% of the Company’s total assets and are material to the non-consolidated
financial statements. Thus, we consider the accuracy of service revenue of subsidiaries accounted for
under the equity method as a key audit matter.

Description

Please refer to Note 4(28) for accounting policies on operating revenue.

Operating revenue mainly arises from service revenue and electricity sales revenue. The service
revenue mainly arises from contracts entered into with certain governments (grantors) that involve
charging for the service per unit in accordance with contracts and self-undertook services. As the
relevant revenue is the main operating income of each subsidiary and also material to investment
income and losses. Thus, we consider the accuracy of service revenue of subsidiaries a key audit matter.

How our audit addressed the matter

We performed the following audit procedures on the above key audit matter:

A.Obtained an understanding of the procedures of waste treatment and tested relevant internal controls,
including randomly checking the actual amount of disposals that are treated at the waste treatment
plant monthly, the consistency of monthly statements that management used in calculating revenue,
and the consistency between service fees per unit and contract.

B. Verified the accuracy of statements that management used in calculating revenue, including the
amount of disposals treated and the service fees per unit, recalculating the accuracy of cash amount
and ascertained whether it was in agreement with recorded revenue.

D
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Responsibilities of management and those charged with governance for the non-
consolidated financial statements

Management is responsible for the preparation and fair presentation of the non-consolidated financial
statements in accordance with the “Regulations Governing the Preparation of Financial Reports by
Securities Issuers”, and for such internal control as management determines is necessary to enable the
preparation of non-consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

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

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

Independent accountant’s responsibilities for the audit of the non-consolidated
financial statements

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

As part of an audit in accordance with ROC GAAS, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

A. Identify and assess the risks of material misstatement of the non-consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion, The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.
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B. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

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

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

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

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

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

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

of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Weng, Shih-

&l Chang, Shu-Chiung
For and on behalf of PricewaterhouseCoopens, Taiwan
March 8, 2019

N Aok Ty L, o CL.W/

The accompanying financial statements are not intended to present the financial position and results of operations and cash
flows in accordance with accounting principles generally accepted in countries and jurisdictions other than the Republic of
China. The standards, procedures and practices in the Republic of China governing the audit of such financial statements
may differ from those generally accepted in countries and jurisdictions other than the Republic of China. Accordingly, the
accompanying financial statements and report of independent accountants are not intended for use by those who are not
informed about the accounting principles or auditing standards generally accepted in the Republic of China, and their
applications in practice.

As the financial statements are the responsibility of the management, PricewaterhouseCoopers cannot accept any liability for
the use of, or reliance on, the English transtation or for any errors or misunderstandings that may derive from the translation.
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ECOVE ENVIRONMENT CORPORATION
NON-CONSOLIDATED BAL ANCE SHEETS
(Expressed in thousands of New Taiwan dollars)

December 31, 2018 December 31, 2017
Assets Notes AMOQUNT % AMQUNT %
Current assets

1100 Cash and cash equivalents 6(1) $ 210,529 4 % 745,686 16
1110 Financial assets at fair value 6(2)

through profit or loss - current 2,045 - 98,073 2
1120 Current financial assets at fair 6(3)

value through other

comprehensive income 20,017 - - -
1125 Available-for-sale financial assets 12(4)

- current - - 24,849 1
1200 Other receivables 673 - 710 -
1210 Other receivables - related parties 7 119,072 3 7,974 -
1410 Prepayments 891 - - -
1470 Other current assets 8 - - 10,000 -
11XX Current Assets 353,227 7 387,202 19

Non-current assets

1517 Non-current financial assets at 6(3)

fair value through other

comprehensive income 543 - - -
1543 Financial assets carried at cost-  12(4)

non-current - - 543 -
1550 Investments accounted for using  6(4)

equity method 4,555,274 93 3,819,621 81
15XX Non-current assets 4,555,817 93 3,820,164 81
IXXX Total assets $ 4,909,044 100 % 4,707,456 100

(Continued)
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ECOVE ENVIRONMENT CORPORATION
NON-CONSOLIDATED BALANCE SHEETS

(Expressed in thousands of New Taiwan dollars)

December 31, 2018

December 31, 2017

Liabilities and Equity Notes AMOUNT % AMOUNT Yo
Current liabilities
2150 Notes payable $ 480 - - .
2200 Other payables 18,802 1 19,380 1
2220 Other payables - related parties 7 1,292 - 342 -
2230 Current income tax liabilities 7,485 - 1,388 -
21XX Current Liabilities 28,059 1 21,610 1
Non-current liabilities
2640 Accrued pension liabilities 6(5) 2,747 - 2,207 -
XXX Total Liabilities 30,806 1 23,817 1
Equity
Share capital 6(7)
3110 Common stock 671,051 14 668,106 14
Capital surplus 6(8)
3200 Capital surplus 2,193,473 44 2,161,029 46
Retained earnings 6(9)
3310 Legal reserve 603,629 12 527,495 11
3320 Special reserve 32,284 1 145 -
3350 Unappropriated retained earnings 1,380,044 28 1,359,148 29
Other equity interest
3400 Other equity interest ( 2,243) - 32,284 ( 1)
3XXX Total equity 4,878,238 99 4,683,639 9%
Significant contingent liabilities 9
and unrecognised contract
commitments
Significant events after the 11
balance sheet date
3X2X Total liabilities and equity $ 4,909,044 100 § 4,707,456 100

The accompanying notes are an integral part of these non-consolidated financial statements.
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ECOVE ENVIRONMENT CORPORATION
NON-CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Expressed in thousands of New Taiwan doliars, except earnings per share)

Items

Notes

Year ended December 31

2018

2017

AMOUNT

Y

AMOUNT

%

4000
5900

6200
6000
6900
7010
7020
7000
7900

7950
8200

8311

8316

8330

8361

8362

8380

8300

83500

9750

9850

Operating revenue
Gross profit
Operating expenscs

General and administrative expenses

Total operating expenses
Operating profit

Non-operating income and expenses

Other income
Other gains and losses

Total non-operating income and

expenses
Profit before income tax
Income tax expense
Profit for the year
Cther comprehensive income
Componcnts of other comprehensive

income that will not be reclassified to

profit or loss

Other comprehensive income, before

tax, actuarial gains (losses) on
defined benefit plans

Unrealised gains (losses) from
investments in equity instruments

measured at fair value through other

comprehensive income
Share of other comprehensive
income of associates and joint
ventures accounted for using equity
method, components of other
comprehensive income that will not
be reclassified to profit or loss
Components of other comprehensive
income that will be reclassified to
profit or loss

Cumulative translation differences of

foreign operations
Unrealized loss on valuation of
available-for-sale financial assets
Share of other comprehensive
income of associates and joint
ventures accounted for using equity
method, components of other
comprehensive income that will be
reclassified to profit or loss
Other comprchensive loss for the
year

Total comprehensive income for the

year

Basic earnings per share
Basic carnings per share

Diluted earnings per share
Diluted carnings per share

6(4)

6(12) and 7

6{10) and 7
6(11)

6(14)

6(5)

6(3)

6(15)

6(13)

788.260

100

$

791,864

100

788,260

100

791.864

100

50,275) (

7y (

49,795) (

)]

50,275)

7y (

49,795) (

)]

737,985

93

742,069

93

48,283
20,807

6
4

18,285
3,638

78,000

10

21,923

316,075
9.163) (

103

1) (

763,992
2,653)

96

806,912

102

761,339

96

37

2,591)

1,193)

2,922

2,184

8,170) (

33,896) (

710}

337

1

4)

825)

(s

40,255) (

3)

806.087

102

721,084

12.04

11.41

12.04

11.39

The accompanying notes are an integral part of these non-consolidated financial statements.
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ECOVE ENVIRONMENT CORPORATION
STATEMENTS OF CHANGES IN EQUITY

(Expressed in thousands of New Taiwan dollars)

Share capital Retained eamings Other equity interest
Unrealised
gains (losses)
on valuation of
financial assets
Cumulative  measured at fair Unrealized gain

translation value through or loss on
Unappropriated  differences of other available-for-
retained foreign comprehensive  sale financial
Notes Common stock _Capital surplus _ Legal reserve _Special reserve eamings operations income assets Total equity
For the year ended December 31, 2017
Balance at January 1, 2017 $ 664,614 $2,126,850 § 442,686 $ 145 $1,445,777 $ 34,600 3 - ($§ 32,615) §4,682.057
Profit for the year - - - - 761,339 - - - 761,339
Other comprehensive loss - - - - 5,986} ¢ 33,896) - 373y « 40,255)
Total comprehensive income - - - - 755,353« 33,896) - 373} 721,084
Appropriation of 2016 earnings 6(2)
Legal reserve - - 84,809 - 84,809} - - - -
Cash dividends - - - - 157,173 - - - (751,173
Share-based payment transactions - 183 - - - - - - 183
Employee stock options exercised 6(6)(7) 3,492 33,996 - - - - - - 37,488
Balance at December 31, 2017 $ 668,106 $2,161,020 $ 527,495 5 145 $1,359,148 3 704 $ - ($ 32,988) $4,683,639
For the year ended December 31, 2018
Balance at January 1, 2018 $ 668,106 $2,161,029 § 527,495 § 145 $1,359,148  § 704§ - ($ 32,988) $4,683,639
Effect of retrospective application and retrospective restatement 12(4) - - - - 1,799 - 34,787) 32,988 -
Balance at 1 January after adjustments 668, 106 2,161,029 527,495 145 1,360,947 704 34,787 ) - 4,683,639
Profit for the year - - - - 806,912 - - - 806,912
Other comprehensive income(loss) - - - - 1,782) 2,922 | 1,965 ) L ¢ 825)
Total comprehensive income - - - - 805,130 2,922 ¢ 1,965) - 806,087
Appropriation of 2017 eamings &(9)
Legal reserve - - 76,134 P ¢ 76,134) - - - -
Special reserve - - - 32,139 ( 32,139) - - - -
Cash dividends - - - = (647,313 - - - 647,313)
Share-based payment transactions - 5,055 - - - - - - 5,055
Employee stock options exercised 6(6)7) 2,945 27,389 - - - - - - 30,334
Disposal of financial assets measured at fair value through other
comprehensive income - - - - f 3¢,447) - 30,883 - 436
Balance at December 31, 2018 $ 671,051 $2,193,473 $ 603,629 § 32,284 $1,380,044 § 3,626 (% 5,869) % - $4,878,238

The accompanying notes are an integral part of these non-consolidated financial statements.
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ECOVE ENVIRONMENT CORPORATION
NON-CONSOLIDATED STATEMENTS OF CASH FLOWS
{Expressed in thousands of New Taiwan dollars)

Years ended December 31

Notes 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $ 816,075 3 763,992
Adjustments
Adjustments to reconcile profit (loss)
Interest income 6(10) ( 3.886) ( 4.362)
Dividend income 6(10) { 645) ( 1,145)
Salary expense-employee stock options 6(6)(13) 687 -
Gain on valuation of financial assets 6(2) ( 310) | 280)
Share of profit of associates and joint ventures accounted for  6(4)
under equity method ( 788,260 ) ( 791,864 )
Proceeds from capital reduction of investee company 6(11) ( 29,402 ) ¢ 3,610)
Impairment loss 6(11)yand 12(4) - 13
Changes in operating assels and liabilities
Changes in operating assets
Financial assets at fair value through profit or loss 96,338 304,569
Other receivables ( 470 ) 145
Other receivables-related parties ( 24,040 ) ( 4,859)
Prepayments ( 891 -
Other current assets 10,000 ¢ 10,000 )
Changes in operating liabilities '
Notes payable 480 -
Other payables { 518) «( 337
Other payables - related pariies 450 199 )
Preference share liabilities-non-current 577 733
Cash inflow generated from operations 76,125 252,796
Interest received 2,141 2,226
Dividends received 708,551 801,406
Income tax paid ( 3.066) ¢ 1.365 )
Net cash flows from operating activities 783,751 1.055.063
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 2,223 1,816
(Increase) decrease in other receivables-related parties ( 87,029 29,000
Proceeds from  disposal of financial assets measured at fair value
through other comprehensive income 9,484 -
Acquisition of financial asscts measured at fair value through
other comprehensive income ( 7,243 -
Increase in available-for-sale financial assels-current - q 10,301 )
Decrease in other current financial assets - 95,948
Proceeds from disposal of investee company 12(4) - 3,610
Increase in investments accounted for using the equily method- 6(4)
subsidiaries ( 619,364 ) ( 89,474 )
Proceeds from reduction of capital of investee company 6(4) - 176,400
Net cash flows (used in) from investing activities ( 701,929 ) 206.999
CASH FLOWS FROM FINANCING ACTIVITIES
Employee stock options exercised 30,334 37,488
Cash dividends paid 6(9) ( 647.313 ) ( 757.173)
Net cash flows used in financing activilies { 616.979 } | 719,685 )
Net (decrease) increase in cash and cash equivalents ( 535,157 ) 542,377
Cash and cash equivalents at beginning of year 745,686 203.309
Cash and cash equivalents at end of year § 210,529 $ 745,686

The accompanying notes are an integral part of these non-consolidated financial statements.
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ECOVE ENVIRONMENT CORPORATION
NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2018 AND 2017
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS, EXCEPT AS OTHERWISE
INDICATED)

1. HISTORY AND ORGANISATION

(1) ECOVE Environment Corporation (the “Company”) was incorporated as a company limited by
shares under the provisions of the Company Law of the Republic of China (R.O.C.) on December 13,
1999, and consclidated investee-Chang Ting Corporation in December, 2005.

(2) The Company is primarily engaged in waste management. However, the Board of Directors resolved
to change its main activity to investment holding on March 27, 2007. The Company’s shares were
issued through an initial public offering on December 3, 2007, and have been listed in the Taiwan
OTC market since May 27, 2010.

(3) CTCI Corporation, the Company’s ultimate parent company, holds 57.31% equity interest in the
Company as of December 31, 2018.

2. THE DATE OF AUTHORISATION FOR ISSUANCE OF THE FINANCIAL STATEMENTS AND
PROCEDURES FOR AUTHORISATION

These non-consolidated financial statements were authorised by the Board of Directors on March 8, 2019.

3. APPLICATION OF NEW STANDARDS. AMENDMENTS AND INTERPRETATIONS

(1) Effect of the adoption of new issuances of or amendments to International Financial Reporting
Standards (“IFRS™) as endorsed by the Financial Supervisory Commission (“FSC”)

New standards, interpretations and amendments endorsed by FSC effective from 2018 are as follows:

Effective Date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 2, ‘Classification and measurement of share- January 1, 2018
based payment transactions’
Amendments to IFRS 4, ‘Applying IFRS 9 Financial instruments with January 1, 2018
IFRS 4 Insurance contracts’
IFRS 9, ‘Financial instruments’ January 1, 2018
IFRS 15, ‘Revenue from contracts with customers’ January 1, 2018

~11~
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Effective Date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 15, ‘Clarifications to IFRS 15 Revenue from January 1, 2018
contracts with customers’

Amendments to IAS 7, ‘Disclosure initiative’ January 1, 2017
Amendments to IAS 12, ‘Recognition of deferred tax assets for January 1, 2017
unrealised losses’

Amendments to IAS 40, ‘Transfers of investment property’ January 1, 2018
IFRIC 22, ‘Foreign currency transactions and advance consideration’ January 1, 2018
Annual improvements to IFRSs 2014-2016 cycle- Amendments to January 1, 2018
IFRS 1, ‘First-time adoption of International Financial Reporting

Standards’

Annual improvements to IFRSs 2014-2016 cycle- Amendments to January 1, 2017
IFRS 12, ‘Disclosure of interests in other entities’

Annual improvements to IFRSs 2014-2016 cycle- Amendments to January 1, 2018

TAS 28, ‘Investments in associates and joint ventures’

Except for the following, the above standards and interpretations have no significant impact to the
Company’s financial condition and financial performance based on the Company’s assessment. The
quantitative impact will be disclosed when the assessment is complete.

A. IFRS 9, ‘Financial instruments’

(a) Equity instruments would be classified as financial asset at fair value through profit or loss,
unless an entity makes an irrevocable election at inception to present subsequent changes in
the fair value of an investment in an equity instrument that is not held for trading in other
comprehensive income.

(b) The impairment losses of debt instruments are assessed using an ‘expected credit loss’
approach. An entity assesses at each balance sheet date whether there has been a significant
increase in credit risk on that instrument since initial recognition to recognize 12-month
expected credit losses (‘ECL’) or lifetime ECL (interest revenue would be calculated on the
gross carrying amount of the asset before impairment losses occurred); or if the instrument
that has objective evidence of impairment, interest revenue after the impairment would be
calculated on the book value of net carrying amount (i.e. net of credit allowance). The
Company shall always measure the loss allowance at an amount equal to lifetime expected
credit losses for trade receivables that do not contain a significant financing component.

In adopting the new standards endorsed by the FSC effective from 2018, the Company applied the
new rules under IFRS 9 using the modified restrospective approach from January 1, 2018, with
the practical expedients permitted under the statement. The significant effects of applying the new
standard as of January 1, 2018 are summarised below:

In accordance with IFRS 9, the Company reclassifies available-for-sale financial assets and
financial assets at cost in the amounts of $24,849 and $543, respectively, and makes an irrevocable
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election at initial recognition on equity instruments not held for dealing or trading purpose, by

increasing financial assets at fair value through other comprehensive income in the amount of
$25,392.

(2) Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not vet adopted by
the Company

New standards, interpretations and amendments endorsed by the FSC effective from 2019 are as
follows:

Effective date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 9, ‘Prepayment features with negative January 1, 2019
compensation’
IFRS 16, ‘Leases’ January 1, 2019
Amendments to IAS 19, ‘Plan amendment, curtailment or settlement’ January 1, 2019
Amendments to IAS 28, ‘Long-term interests in associates and joint January 1, 2019
ventures’
IFRIC 23, “Uncertainty over income tax treatments’ January 1, 2019
Annual improvements to IFRSs 2015-2017 cycle January 1, 2019

Except for the following, the above standards and interpretations have no significant impact to the
Company’s financial condition and financial performance based on the Company’s assessment. The
quantitative impact will be disclosed when the assessment is complete.

IFRS 16, ‘Leases’

IFRS 16, ‘Leases’, replaces IAS 17, ‘Leases’ and related interpretations and SICs. The standard
requires lessees to recognise a 'right-of-use asset' and a lease liability (except for those leases with
terms of 12 months or less and leases of low-value assets). The accounting stays the same for lessors,

which is to classify their leases as either finance leases or operating leases and account for those two
types of leases differently. IFRS 16 only requires enhanced disclosures to be provided by lessors.

In the year of 2018, the Company reported to the Board of Directors that IFRS 16 has no material
impact to the Company.

~13~
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(3) IFRSs issued by IASB but not vet endorsed by the FSC

New standards, interpretations and amendments issued by IASB but not yet included in the IFRSs as
endorsed by the FSC are as follows:

Effective date by
International Accounting
New Standards, Interpretations and Amendments Standards Board
Amendment to IAS 1 and TAS 8, ‘Disclosure Initiative-Definition of January 1, 2020
Material’
Amendments to IFRS3,‘Definition of a business’ January 1, 2020
Amendments to IFRS 10 and IAS 28, ‘Sale or contribution of assets To be determined by
between an investor and its associate or joint venture’ International Accounting
Standards Board
IFRS 17, ‘Insurance contracts’ January 1, 2021

The above standards and interpretations have no significant impact to the Company’s financial
condition and financial performance based on the Company’s assessment.

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these non-consolidated financial
statements are set out below. These policies have been consistently applied to all the periods presented,
unless otherwise stated.

(1) Compliance statement

The non-consolidated financial statements of the Company have been prepared in accordance with
the “Regulations Governing the Preparation of Financial Reports by Securities Issuers”.

(2) Basis of preparation

A. Except for the following items, the non-consolidated financial statements have been prepared
under the historical cost convention:

() Financial assets and financial liabilities (including derivative instruments) at fair value through
profit or loss.

(b) Financial assets at fair value through other comprehensive income/Available-for-sale financial
assets measured at fair value.

(¢) Defined benefit liabilities recognised based on the net amount of pension fund assets less
present value of defined benefit obligation.

B. The preparation of financial statements in conformity with International Financial Reporting
Standards, International Accounting Standards, IFRIC Interpretations, and SIC Interpretations as
endorsed by the FSC (collectively referred herein as the “IFRSs”) requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process
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of applying the Company’s accounting policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are significant to the non-consolidated
financial statements are disclosed in Note 5.

C. In adopting IFRS 9 effective January 1, 2018, the Company has elected to apply modified
retrospective approach whereby the cumulative impact of the adoption was recognised as retained
earnings or other equity as of January 1, 2018 and the financial statements of the year ended
December 31, 2017 were not restated. The financial statements for the year ended December 31,
2017 were prepared in compliance with International Accounting Standard 39 (‘IAS 39%), and
related financial reporting interpretations. Please refer to Note 12(4) for details of significant
accounting policies.

(3) Classification of current and non-current items

A. Assets that meet one of the following criteria are classified as current assets; otherwise they are
classified as non-current assets:

(a) Assets arising from operating activities that are expected to be realised, or are intended to be
sold or consumed within the normal operating cycle;

(b) Assets held mainly for trading purposes;
(c) Assets that are expected to be realised within twelve months from the balance sheet date;

(d) Cash and cash equivalents, excluding restricted cash and cash equivalents and those that are
to be exchanged or used to settle liabilities more than twelve months after the balance sheet
date.

B. Liabilities that meet one of the following criteria are classified as current liabilities; otherwise they
are classified as non-current liabilities:

(2) Liabilities that are expected to be settled within the normal operating cycle;
(b) Assets held mainly for trading purposes;
(c) Liabilities that are to be settled within twelve months from the balance sheet date;

(d) Liabilities for which the repayment date cannot be extended unconditionally to more than
twelve months after the balance sheet date.

(4) Cash equivalents

Cash equivalents refer to short-term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value. Time deposits that
meet the definition above and are held for the purpose of meeting short-term cash commitments in
operations are classified as cash equivalents.
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(5) Financial assets at fair value through profit or loss

A. Financial assets at fair value through profit or loss are financial assets that are not measured at
amortised cost or fair value through other comprehensive income.

B. On a regular way purchase or sale basis, financial assets at fair value through profit or loss are
recognised and derecognised using settlement date accounting,

C. At initial recognition, the Company measures the financial assets at fair value. All related
transaction costs are recognised in profit or loss. The Company subsequently measures these
financial assets at fair value with any gain or loss recognised in profit or loss.

(6) Financial assets at fair value through other comprehensive income

A. Financial assets at fair value through other comprehensive income comprise equity securities
which are not held for trading, and for which the Company has made an irrevocable election at
initial recognition to recognise changes in fair value in other comprehensive income and debt
instruments which meet all of the following criteria:

(a) The objective of the Company’s business model is achieved both by collecting contractual
cash flows and selling financial assets; and

(b) The assets’ contractual cash flows represent solely payments of principal and interest.

B. On aregular way purchase or sale basis, financial assets at fair value through other comprehensive
income are recognised and derecognised using settlement date accounting.

C. At initial recognition, the Company measures the financial assets at fair value plus transaction
costs. The Company subsequently measures the financial assets at fair value:

(a) The changes in fair value of equity investments that were recognised in other comprehensive
income are reclassified to retained earnings and are not reclassified to profit or loss following
the derecognition of the investment. Dividends are recognised as revenue when the right to
receive payment is established, future economic benefits associated with the dividend will
flow to the Company and the amount of the dividend can be measured reliably.

(b) Except for the recognition of impairment loss, interest income and gain or loss on foreign
exchange which are recognised in profit or loss, the changes in fair value of debt instruments
are taken through other comprehensive income. When the financial asset is derecognised, the
cumulative gain or loss previously recognised in other comprehensive income is reclassified
from equity to profit or loss.

(7) Accounts and notes receivable

A. Accounts and notes receivable entitle the Company a legal right to receive consideration in
exchange for transferred goods or rendered services.

B. The short-term accounts and notes receivable without bearing interest are subsequently measured
at initial invoice amount as the effect of discounting is immaterial.
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(8) Impairment of financial assets

For debt instruments measured at fair value through other comprehensive income, at each reporting
date, the Company recognises the impairment provision for 12 months expected credit losses if there
has not been a significant increase in credit risk since initial recognition or recognises the impairment
provision for the lifetime expected credit losses (ECLs) if such credit risk has increased since initial
recognition after taking into consideration all reasonable and verifiable information that includes
forecasts. On the other hand, for accounts receivable or contract assets that do not contain a significant
financing component, the Company recognises the impairment provision for lifetime ECLs.

(9} Derecognition of financial assets

The Company derecognises a financial asset when the contractual rights to receive the cash flows
from the financial asset expire.

(10) Investments accounted for using equity method/ subsidiaries and associates

A. Subsidiaries are all entities (including structured entities) controlled by the Company. The
Company controls an entity when the Company is exposed, or has rights, to variable returns from
its involvement with the entity and has the ability to affect those returns through its power over
the entity.

B. Unrealised gains on transactions between the Company and its subsidiaries had been eliminated.
Accounting policies of subsidiaries have been adjusted where necessary to ensure consistency
with the policies adopted by the Company.

C. The Company’s share of'its subsidiaries’ post-acquisition profits or losses is recognized in profits
or loss, and its share of post-acquisition movements in other comprehensive income is recognized
in other comprehensive income. When the Company’s share of losses in a subsidiary equals or
exceeds its interest in the associate, the Company continues recognizing its share of further losses.

D. Associates are all entities over which the Company has significant influence but not control. In
general, it is presumed that the investor has significant influence, if an investor holds, directly or
indirectly 20 percent or more of the voting power of the investee. Investments in associates are
accounted for using the equity method and are initially recognised at cost.

E. The Company’s share of its associates’ post-acquisition profits or losses is recognised in profit
or loss, and its share of post-acquisition movements in other comprehensive income is recognised
in other comprehensive income. When the Company’s share of losses in an associate equals or
exceeds its interest in the associate, including any other unsecured receivables, the Company
does not recognise further losses, unless it has incurred legal or constructive obligations or made
payments on behalf of the associate.

F. When changes in an associate’s equity do not arise from profit or loss or other comprehensive
income of the associate and such changes do not affect the Company’s ownership percentage of
the associate, the Company recognises change in ownership interests in the associate in ‘capital
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surplus’ in proportion to its ownership.

G. The Company accounts for its interest in a joint venture using equity method. Unrealised profits
and losses arising from the transactions between the Company and its joint venture are eliminated
to the extent of the Company’s interest in the joint venture. The Company’s share of'its associates’

post-acquisition profits or losses is recognised in profit or loss, and its share of post-acquisition

movements in other comprehensive income is recognised in other comprehensive income.

However, when the transaction provides evidence of a reduction in the net realisable value of

current assets or an impairment loss, all such losses shall be recognised immediately. When the

Company’s share of losses in a joint venture equals or exceeds its interest in the joint venture

together with any other unsecured receivables, the Company does not recognise further losses,

unless it has incurred legal or constructive obligations or made payments on behalf of the joint

venture.

H. Pursuant to the “Regulations Governing the Preparation of Financial Reports by Securities
Issuers,” profit (loss) of the current period and other comprehensive income in the non-
consolidated financial statements shall equal to the amount attributable to owners of the parent
in the financial statements prepared with basis for consolidation. Owners’ equity in the non-
consolidated financial statements shall equal to equity attributable to owners of the parent in the
financial statements prepared with basis for consolidation.

(11) Impairment of non-financial assets

A. The Company assesses at each balance sheet date the recoverable amounts of those assets where
there is an indication that they are impaired. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell or value in use. Except for goodwill, when the
circumstances or reasons for recognizing impairment loss for an asset in prior years no longer
exist or diminish, the impairment loss is reversed. The increased carrying amount due to reversal
should not be more than what the depreciated or amortised historical cost would have been if the
impairment had not been recognised.

B. Therecoverable amounts of goodwill is evaluated periodically. An impairment loss is recognised
for the amount by which the asset’s carrying amount exceeds its recoverable amount. Impairment
loss of goodwill previously recognised in profit or loss shall not be reversed in the following
years.

C. For the purpose of impairment testing, goodwill acquired in a business combination is allocated
to each of the cash-generating uniis, or groups of cash-generating units, that is/are expected to
benefit from the synergies of the business combination.
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(12) Employee benefits

A. Pensions
(a) Defined contribution plans

For defined contribution plans, the contributions are recognised as pension expense when
they are due on an accrual basis. Prepaid contributions are recognised as an asset to the extent
of a cash refund or a reduction in the future payments.

(b) Defined benefit plans

i. Net obligation under a defined benefit plan is defined as the present value of an amount
of pension benefits that employees will receive on retirement for their services with the
Company in current period or prior periods. The liability recognised in the balance sheet
in respect of defined benefit pension plans is the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan assets. The defined benefit
obligation is calculated annually by independent actuaries using the projected unit credit
method. The present value of the defined benefit obligation is determined by discounting
the estimated future cash outflows using interest rates of government bonds (at the balance
sheet date).

it. Remeasurement arising on defined benefit plans are recognised in other comprehensive
income in the period in which they arise and are recorded as retained earnings.

iii. Past service costs are recognised immediately in profit or loss.
B. Termination benefits

Termination benefits are employee benefits provided in exchange for the termination of
employment as a result from either the Company’s decision to terminate an employee’s
employment before the normal retirement date, or an employee’s decision to accept an offer of
redundancy benefits in exchange for the termination of employment. The Company recognises
expense as it can no longer withdraw an offer of termination benefits or it recognises relating
restructuring costs, whichever is earlier. Benefits that are expected to be due more than 12 months
after balance sheet date shall be discounted to their present value.

C. Employees’ compensation directors’ and supervisors’ remuneration
p

Employees’ compensation  and directors’ and supervisors’ remuneration are recognised as
expense and liability, provided that such recognition is required under legal or constructive
obligation and those amounts can be reliably estimated. Any difference between the resolved
amounts and the subsequent actual distributed amounts is accounted for as a change in estimate.
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(13) Emplovee share-based payment

For the equity-settled share-based payment arrangements, the employee services received are
measured at the fair value of the equity instruments granted at the grant date, and are recognised as
compensation cost over the vesting period, with a corresponding adjustment to equity. The fair value
of the equity instruments granted shall reflect the impact of market vesting conditions and non-
market vesting conditions. Compensation cost is subject to adjustment based on the service
conditions that are expected to be satisfied and the estimates of the number of equity instruments
that are expected to vest under the non-market vesting conditions at each balance sheet date.
Ultimately, the amount of compensation cost recognised is based on the number of equity
instruments that eventually vest.

(14) Income tax

A. The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or
loss, except to the extent that it relates to items recognised in other comprehensive income or
items recognised directly in equity, in which cases the tax is recognised in other comprehensive
income or equity.

B. The current income tax expense is calculated on the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries where the Company operate and generate
taxable income. Management periodically evaluates positions taken in tax returns with respect
to situations in accordance with applicable tax regulations. It establishes provisions where
appropriate based on the amounts expected to be paid to the tax authorities. An additional tax is
levied on the unappropriated retained earnings and is recorded as income tax expense in the year
the stockholders resolve to retain the earnings.

C. Deferred tax is recognised, using the balance sheet liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the non-
consolidated financial statements. Deferred tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the balance sheet date and are expected to apply when
the related deferred tax asset is realised or the deferred income tax liability is settled.

D. Deferred tax assets are recognised only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised. At each balance sheet
date, unrecognised and recognised deferred income tax assets are reassessed.

E. Current income tax assets and liabilities are offset and the net amount reported in the balance
sheet when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultaneously.
Deferred tax assets and liabilities are offset on the balance sheet when the entity has the legally
enforceable right to offset current tax assets against current tax liabilities and they are levied by
the same taxation authority on either the same entity or different entities that intend to settle on
a net basis or realise the asset and settle the liability simultaneously.
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(15) Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the proceeds.

(16) Dividends

Dividends are recorded in the Company’s financial statements in the period in which they are
resolved by the Company’s shareholders. Cash dividends are recorded as liabilities.

5. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF
ASSUMPTION UNCERTAINTY

The preparation of these non-consolidated financial statements requires management to make critical
judgements in applying the Company’s accounting policies and make critical assumptions and estimates
concerning future events. Judgements and estimates may differ from the actual results and are continually
evaluated and adjusted based on historical experience and other factors. The Company has no critical
accounting judgements, estimates and assumption uncertainty.

6. DETAILS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents
December 31, 2018 December 31, 2017

Checking accounts $ 485 § 555
Demand deposits 8,902 11,285
Time deposits 201,142 733,846

$ 210,529 § 745,686

A. The Company transacts with a variety of financial institutions all with high credit quality to
disperse credit risk, so it expects that the probability of counterparty default is remote.

B. The Company has no cash and cash equivalents pledged to others.

(2) Financial assets at fair value through profit or loss-current

Items December 31, 2018

Currents items
Financial assets mandatorily measured at fair value through profit or

loss
Beneficiary certificates $ 2,041
Valuation adjustment 4
Total $ 2,045
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A. Amounts recognised in profit or loss in relation to financial assets at fair value through profit or
loss are listed below:

For the year ended
December 31, 2018
Financial assets mandatorily measured at fair value through profit or
loss
Beneficiary certificates $ 310

B. Information relating to credit risk is provided in Note 12(2).

C. The information on financial assets at fair value through profit or loss as of December 31, 2017 is
provided in Note 12(4).

(3) Financial assets at fair value through other comprehensive income

Items December 31, 2018
Current items:
Equity instruments
Listed stocks $ 21,268
Valuation adjustment ( 1,251)
$ 20,017
Non-current items:
Equity instruments
Unlisted stocks $ 2,342
Valuation adjustment ( 1,799)
$ 543

A. Amounts recognised in profit or loss and other comprehensive income in relation to the financial
assets at fair value through other comprehensive income are listed below:

For the year ended

December 31, 2018
Equity instruments at fair value through
other comprehensive income
Fair value change recognised in other comprehensive income (3 2,591)
Cumulative losses reclassified to retained earnings due to
derecognition (% 14,039)

B. Information relating to credit risk is provided in Note 12(2).

C. The information on available-for-sale financial assets and financial assets at cost as of December
31, 2017 is provided in Note 12(4).
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(4) Investments accounted for under the equity method

2018 2017
At January 1 3,819,621 § 3,956,490
Addition of investments accounted for under
the equity method 619,364 89,474
Gain on remeasurement of business
combination 29,402 -
Proceeds from reduction of capital of investee
Company o 176,400)
Share of profit or loss of investments accounted
for under the equity method 788,260 791,864
Earnings distribution of investments accounted
for under equity method 707,906) ( 800,261)
Changes in capital surplus 4,368 183
Changes in other equity items 2,165 ( 41,729)
At December 31 4,555,274 § 3,819,621
December 31, 2018 December 31, 2017
Subsidiaries:
ECOVE Waujih Energy Corp. 1,242,060 § 1,228,849
ECOVE Environmental Services Corp. 895,799 853,832
ECOVE Waste Management Corp. 113,462 100,974
ECOVE Miaoli Energy Corp. 1,003,951 1,007,915
Yuan Ding Resources Corp. 23,543 23,496
ECOVE Solar Energy Corporation 854,787 -
ECOVE Solvent Recycling Corporation 80,168 -
Associate:
Boretech Resource Recovery Engineering
Co., Ltd. (Cayman) 292,168 293,441
EVER ECOVE Corporation 49,3306 -
Joint venture:
ECOVE Solar Energy Corporation - 311,114
S 4,555,274 § 3,819,621
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A. Subsidiaries

(a) The basic information of the subsidiaries that are material to the Company is as follows:

Principal Shareholding ratio
place of December 31, December 31, Nature of Methods of
Company name business 2018 2017 relationship  measurement
ECOVE Wujih Energy Corp.  Taiwan 98.00% 93.00% Subsidiaries  Equity method
ECOVE Environmental " 93.15% 93.15% " "
Services Corp.
ECOVE Waste Management " 100.00% 100.00% " "
Corp.
ECOVE Miaoli Energy Corp. ) 74.999% 74.999% " "
ECOVE Solar Energy " 100.00% 49.998% Note "
Corporation

Note: On September 20, 2018, the Company acquired 50% of the shares of Gintech Energy

Corp. by cash. ECOVE Solar Energy Corporation became a wholly-owned subsidiary
of the Company.

(b) The summarized financial information of the associate that is material to the Company is as
follows:

Balance sheet

ECOVE Wujih Energy Corp.

December 31, 2018  December 31, 2017
Current assets $ 701,861 $ 487,473
Non-current assets 866,934 099,428
Current liabilities ( 187,098) ( 134,991)
Non-current liabilities ( 114,289) ( 97,982)
Total net assets $ 1,267,408 § 1,253,928
Share in subsidiary's net assets 5 1,242,060 §$ 1,228,849
Carrying amount of the subsidiary $ 1,242,060 § 1,228,849
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Current assets
Non-current assets
Current liabilities
Non-current liabilities

Total net assets

Share in subsidiary's net assets

Carrying amount of the subsidiary

Current assets
Non-current assets
Current liabilities
Non-current liabilities

Total net assets

Share in subsidiary's net assets

Carrying amount of the subsidiary

Current assects
Non-current assets
Current liabilities
Non-current liabilities

Total net assets

Share in subsidiary's net assets

Carrying amount of the subsidiary
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ECOVE Environmental Services Corp.

December 31, 2018  December 31, 2017
$ 1,807,036 $ 1,633,911
278,759 292,559
( 957,983) ( 860,907)
( 161,477) ( 144,266)
A 966,335 $ 021,297
$ 900,159 $ 858,206
$ 895,799 § 853,832

ECOVE Waste Management Corp.

December 31, 2018

December 31, 2017

$ 407,127 § 400,990
65,100 54,066
( 219,173) ( 224,289)
( 139,592) ( 129,793)
$ 113,462 § 100,974
$ 113,462 $ 100,974
$ 113,462 § 100,974
ECOVE Miaoli Energy Corp.
December 31, 2018 December 31, 2017
$ 175,062 $ 173,463
1,337,570 1,463,676
( 102,176) ( 225,856)
( 71,831) ( 67,372)
$ 1,338,625 § 1,343,911
1,003,951 §$ 1,007,915
1,003,951 § 1,007,915




Current assets
Non-current assets
Current liabilities
Non-current liabilities

Total net assets

Share in subsidiary's net assets

Carrying amount of the subsidiary

Statement of comprehensive income

Revenue

Profit for the period from continuing
operations

Other comprehensive (loss) income,
net of tax

Total comprehensive income

Dividend received from subsidiary

Revenue

Profit for the period from continuing
operations

Other comprehensive income (loss),
net of tax

Total comprehensive income

Dividend received from subsidiary
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ECOVE Solar

Energy Corporation

(
(

December 31, 2018

$

79,041
1,383,498

175,952)

555,491)

731,096

731,096

854,787

ECOVE Wujih Energy Corp.

For the years ended December 31,

2018 2017

705,067 $ 727,576

275,512 § 295,010

1,074 ( 1,798)

276,586 § 293,212

257,886 § 249,220

ECOVE Environmental Services Corp.

For the years ended December 31,

2018 2017

$ 3,405,140 $ 2,929,747

$ 367,025 $ 369,656
137 ( 24,072)

$ 367,162 $ 345,584

$ 302,462 § 410,681




Revenue

Profit for the period from continuing
operations

Other comprehensive income (loss),
net of tax

Total comprehensive income

Dividend received from subsidiary

Revenue

Profit for the period from continuing
operations

Other comprehensive loss,
net of tax

Total comprehensive income

Dividend received from subsidiary

Revenue

Profit for the period from continuing
operations

Other comprehensive income,
net of tax

Total comprehensive income
Dividend received from subsidiary

~2 ]~

285

ECOVE Waste Management Corp.

For the years ended December 31,

2018 2017
1,203,941  § 1,157,573
58,674 § 44,366
185 ( 3,486)
58,859 § 47,852
46,784 § 35,172
ECOVE Miaoli Energy Corp.
For the years ended December 31,
2018 2017
347,786 § 348,186
129,055 § 150,527
48) ( 1,107)
129,007 § 149,420
100,774 § 105,188

ECOVE Solar Energy Corporation

For the year ended December 31,

2018

83,711

43,423

10,422

53,845




B. Associates

(a) The basic information of the associate that is material to the Company is as follows:

Principal Shareholding ratio
place of December 31, December 31, Nature of Methods of
Company name business 2018 2017 relationship  measurement
Boretech Resource Cayman Is, 20.00% 20.00% Associate Equity method
Recovery Engineering
Co., Ltd.
{Cayman)

(b) The summarized financial information of the subsidiaries that are material to the Company
is as follows:

Balance sheets

Boretech Resource Recovery
Engineering Co., Ltd. (Cayman)
December 31, 2018  December 31, 2017

Current assets $ 300,925 §$ 334,230
Non-current assets 788,200 747,923
Current liabilities ( 10,908) ( 2,673)
Total net assets $ 1,078,217 $ 1,079,480
Share in associate's net assets $ 215,643 8§ 215,896
Carrying amount of the associate $ 292,168 $ 293,441

Statement of comprehensive income

Boretech Resource Recovery
Engineering Co., Ltd. (Cayman)
For the years ended December 31,

2018 2017
Revenue $ - 3 -
Gain (loss) for the period from continuing
operations 2,188 ( 13,126)
Other comprehensive loss, net of tax ( 9,131) (_ 35,701)
Total comprehensive loss (3 6,943) ($ 48,827)
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C. Joint venture

(a) The basic information of the joint venture that is material to the Company is as follows:

Shareholding ratio
Company  Principal place December December Nature of Method of
name of business 31, 2018 31, 2017 relationship  measurement
ECOVE Solar Taiwan - 49.998%  Joint venture Equity method
Energy
Corporation

(b) The summarized financial information of the joint venture that is material to the Company is
as follows:

Balance sheet

ECOVE Solar Energy Corporation

December 31, 2017
Cash and cash equivalents $ 101,988
Other current assets 11,483
Current assets 113,471
Non-current assets 1,031,074
Total assets $ 1,144,545
Current financial liabilities $ 197,049
Other current liabilities 51,160
Current liabilities 248,209
Non-current liabilities 274,084
Total liabilities 522,293
Total net assets $ 622,252
Share in joint venture's net assets $ 311,114
Carrying amount of the joint venture $ 311,114
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Statement of comprehensive income
ECOVE Solar Energy Corporation

For the year ended

December 31, 2017
Revenue $ 59,167
Depreciation and amortisation ¢ 24,060)
Interest income $ 1,153
Interest expense (8 4,694)
Profit before income tax $ 27,601
Income tax expense ( 2,762)
Profit for the year ' 24,839
Other comprehensive loss, net of tax ( 25,111)
Total comprehensive loss (% 272)

C. Explanation of the Company’s holding ECOVE Solar Energy Corporation

(a) The Company and Gintech Energy Corp. established the joint venture - ECOVE Solar Energy
Corporation, the main activity of which is energy technology services. The Company held
50% equity of ECOVE Solar Energy Corporation.

(b) The Board of Directors had resolved to invest in ECOVE Solar Energy Corporation, in March
2018 and December 2016. The Company invested in ECOVE Solar Energy Corporation,
amounting to $27,500 and $89,474 in March 2018 and February 2017, respectively.

{c) On September 20, 2018, the Company acquired 50% of the shares of ECOVE Solar Energy
Corporation by cash. The acquired company became a wholly-owned subsidiary.

D. The Board of Directors of subsidiary, ECOVE Wujih Energy Corp., has proposed a capital
reduction of $180,000 in March 2017, and resolved by the stockholders during their meeting in
June 2017. The Company received proceeds from the capital reduction in proportion to its
ownership of $176,400.

E. On May 10, 2018, the Company acquired a 90% equity interest of ECOVE Solvent Recycling
Corporation in the amount of $49,590.

F. In August 2018, the Company acquired 5% of the shares of EVER ECOVE Corporation for
$50,000 in accordance with the resolution of the Board of Directors adopted in their meeting on
July 30, 2018. The Company’s ownership in EVER ECOVE Corporation is less than 20%, but the
Company and the parent Company own 30% of the shares of EVER ECORE Corporation,
therefore this investment is accounted for using the equity method.
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(5) Pensions
A. Defined benefit pension plan

(a) The Company has a defined benefit pension plan in accordance with the Labor Standard Law,
covering all regular employees’ service years prior to the enforcement of the Labor Pension
Act on July 1, 2005 and service years thereafter of employees who chose to continue to be
subject to the pension mechanism under the Law. Under the defined benefit pension plan,
two units are accrued for each year of service for the first 15 years and one unit for each
additional year thereafter, subject to a maximum of 45 units. Pension benefits are based on
the number of units accrued and the average monthly salaries and wages of the last 6 months
prior to retirement. The Company contributes monthly an amount equal to 2% of the
employees’ monthly salaries and wages to the retirement fund deposited with Bank of Taiwan
the trustee, under the name of the independent retirement fund committee. Also, the Company
would assess the balance in the aforementioned labor pension reserve account by December
31, every year. If the account balance is insufficient to pay the pension calculated by the
aforementioned method to the employees expected to qualify for retirement next year, the
Company will make contributions to cover the deficit by next March.

2

(b) The amounts recognised in the balance sheet are as follows:

December 31, 2018 December 31, 2017

Present value of defined benefit obligations  § 4,011 $ 3,248

Fair value of plan assets ( 1,264) ( 1,041)

Net defined benefit liability $ 2,747 $ 2,207
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(¢) Movements in net defined benefit liabilities are as follows:

Present value of Fair value of

defined benefit plan Net defined
obligations assets benefit liability
For the year ended
December 31, 2018
At January 1 $ 3,248 ($ 1,041) § 2,207
Current service cost 723 - 723
Interest expense (income) 32 ( 10) 22
4,003 ( 1,051) 2,952
Remeasurements:
Return on plan asset 22 - 22
Change in financial assumptions
Experience adjustments ( 14) ( 45) ( 59)
8 ( 45) ( 37)
Pension fund contribution - ( 168) ( 168)
Paid pension - - -
At December 31 § 4,011 (8 1,264) $ 2,747

Present value of Fair value of

defined benefit plan Net defined
obligations assets benefit liability
For the year ended
December 31, 2017
At January 1 $ 5,278 (% 1,620) $ 3,658
Current service cost 379 - 879
Interest expense (income) 74 ( 23) 51
6,231 ( 1,643) 4,588
Remeasurements:
Change in financial assumptions 72 - 72
Experience adjustments ( 2,263) 7 ( 2,256)
2,191) 7 ( 2,184)
Pension fund contribution - ( 197) ( 197}
Paid pension ( 792) 792 -
At December 31 $ 3,248 ($ 1,041) § 2,207

(d) The Bank of Taiwan was commissioned to manage the Fund of the Company’s and domestic
subsidiaries’ defined benefit pension plan in accordance with the Fund’s annual investment
and utilisation plan and the “Regulations for Revenues, Expenditures, Safeguard and
Utilisation of the Labor Retirement Fund” (Article 6: The scope of utilisation for the Fund
includes deposit in domestic or foreign financial institutions, investment in domestic or
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foreign listed, over-the-counter, or private placement equity securities, investment in
domestic or foreign real estate securitization products, etc.). With regard to the utilisation of
the Fund, its minimum eamings in the annual distributions on the final financial statements
shall be no less than the earnings attainable from the amounts accrued from two-year time
deposits with the interest rates offered by local banks. If the eamings is less than
aforementioned rates, government shall make payment for the deficit after being authorized
by the Regulator. The Company and domestic subsidiaries have no right to participate in
managing and operating that fund and hence the Company and domestic subsidiaries are
unable to disclose the classification of plan assets fair value in accordance with IAS 19
paragraph 142. The composition of fair value of plan assets as of December 31, 2018 and
2017 is given in the Annual Labor Retirement Fund Utilisation Report announced by the
government.

(¢) The principal actuarial assumptions used were as follows:

(®

For the years ended December 31,

2018 2017
Discount rate 0.90% 1.00%
Future salary increases 3.00% 3.00%

Assumptions regarding future mortality experience are set based on actuarial advice in
accordance with the 5" Taiwan Standard Ordinary Experience Mortality Table.

Because the main actuarial assumption changed, the present value of defined benefit
obligation is affected. The analysis was as follows:
Discount rate Future salary increases
Increase Decrease Increase Decrease
0.25% 0.25% 0.25% 0.25%
December 31, 2018
Effect on present value
of defined benefit
obligation $ 55) § 56 § 45 (3 44)
December 31, 2017
Effect on present value
of defined benefit
obligation (% 46) $ 47 $ 38 ($ 37)

The sensitivity analysis above is based on other conditions that are unchanged but only one
assumption is changed. In practice, more than one assumption may change all at once. The
method of analysing sensitivity and the method of calculating net pension liability in the
balance sheet are the same.
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(g) Expected contributions to the defined benefit pension plans of the Company for the year
ending December 31, 2019 amounts to $146.

B. Defined contribution pension plan

(a) Effective July 1, 2005, the Company has established a defined contribution pension plan (the
“New Plan”) under the Labor Pension Act (the “Act™), covering all regular employees with
R.O.C. nationality. Under the New Plan, the Company contributes monthly an amount based
on 6% of the employees’ monthly salaries and wages to the employees’ individual pension
accounts at the Bureau of Labor Insurance. The benefits accrued are paid monthly or in lump
sum upon termination of employment.

{(b) The pension costs under defined contribution pension plans of the Company for the years
ended December 31, 2018 and 2017 were $584 and $699, respectively.

(6) Share-based payment

A. For the years ended December 31, 2018 and 2017, the Company’s share-based payment
arrangements were as follows:

Type of Quantity Contract Vesting
arrangement Grant date granted period conditions

Fourth plan of employee 2011.6.17 1,200 units 6 years Service of 2 years
stock options

Fifth plan of employee 2012.6.28 1,200 units 6 years Service of 2 years
stock options

Sixth plan of employee 2018.7.9 1,500 units 6 years Service of 2 years
stock options
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B. The above employee stock options are as follows:

(a) Details of the fourth plan of employee stock options outstanding as of December 31, 2018
and 2017, are as follows:

For the years ended December 31,

2018 2017
Weighted-average Weighted-average
No. of units exercise price No. of units exercise price

Stock options (in thousands) (in dollars) (in thousands) (in dollars)
Options outstanding at

beginning of period 3.00 NTS$ 106.30 21525 NTS$ 106.30
Options granted - - - -
Distribution of stock

dividends /

adjustments for

number of shares

granted for one unit

of option - - - -
Options waived ( 3.00) NT$ 106.30 - -
Options exercised - - ( 212.25) NT$ 106.30
Options revoked - - - -
Options outstanding at

end of year - - 3.00 NTS$ 106.30
Options exercisable at

end of year - - 3.00 NT$ 106.30
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(b) Details of the fifth plan of employee stock options outstanding as of December 31, 2018 and
2017, are as follows:

For the years ended December 31,
2018 2017
Weighted-average Weighted-average
No. of units eXercise price No. of units exercise price
Stock options (in thousands) (in dollars) (in thousands) (in dollars)
Options outstanding at
beginning of period 298.25 NT$ 103.00 435.25 NT$ 110.00
Options granted - - - -

Distribution of stock

dividends /

adjustments for

number of shares

granted for one unit

of ontion - - - -
Options waived ( 3.75) _ } _
Options exercised ( 294.50) NT$ 103.00 ( 137.00) NTS$ 108.95
Options revoked - - - -

Options outstanding at

end of year - - 298.25 NTS$ 103.00
Options exercisable at
end of year - - 298.25 NT$ 103.00

(c) Details of the sixth plan of employee stock options outstanding as of December 31, 2018, are
as follows:

For the year ended
December 31, 2018
Weighted-average
No. of units exercise price
Stock options (in thousands) (in dollars)
Options outstanding at beginning of year )

Options granted 1,500 NT$ 173.5
Distribution of stock dividends/adjustments for

number of shares granted for one unit of option - -
Options waived ( 52) -
Options exercised - -
Options revoked - -

Options outstanding at end of year 1,448  NT$ 173.5

Options exercisable at end of year -
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C. The weighted-average stock price of stock options at exercise dates for the years ended
December 31, 2018 and 2017 was NT$172.63 and NT$171.9 (in dollars), respectively.

D. As of December 31, 2018 and 2017, the range of exercise prices of stock options outstanding
was NT$173.5 and NT$103~NT$106.3 (in dollars), respectively; the weighted-average
remaining contractual period was as follows:

Type of arrangement December 31,2018  December 31, 2017
Fourth plan of employee stock options - -
Fifth plan of employee stock options - 0.5 years
Sixth plan of employee stock options 5.5 years -

E. The fair value of stock options is measured using the Black-Scholes option-pricing model.
Relevant information is as follows:

Expected
Market Expected dividend Risk-free Fair value
Type of Grant value Exercise price Expected yield interest per unit

arrangement date {Note) price volatility  duration rate rate { in dollars)
Fourth plan of
employee stock
options 2011.6.17 NT$146.0 NT$146.0 38.65%  4.50 vears 0% 1.05%  NT$48.82
Fifth plan of
employee stock
options 2012.6.28 NT$145.0 NT$145.0 33.63%  4.60 years 0% 1.00%  NT$42.79
Sixth plan of
employee stock 11.38%~ 0.66%~
options 2018.7.9 NT$173.5 NT$173.5 12.71%  4~5 years 0% 0.71%  NT$ 17.88

F. Expenses incurred on share-based payment transactions are shown below:

For the years ended December 31,
2018 2017
Equity-settled $ 687 $ -

(7) Share capital

A. Movements in the number of the Company’s ordinary shares outstanding are as follows:

2018 2017
At January 1 66,810,648 66,461,398
Employee stock options exercised 294,500 349,250
At December 31 67,105,148 66,810,648

B. Asof December 31, 2018, the Company’s authorized capital was $800,000, consisting of 80,000
thousand shares of ordinary stock (including 6,000 thousand shares reserved for employee stock
options), and the paid-in capital was $671,051 with a par value of NT$10 (in dollars) per share.
All proceeds from shares issued have been collected.
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(8) Capital surplus

A. Pursuant to the R.0.C. Company Act, capital surplus arising from paid-in capital in excess of par
value on issuance of common stocks and donations can be used to cover accumulated deficit or
to issue new stocks or cash to shareholders in proportion to their share ownership, provided that
the Company has no accumulated deficit. Further, the R.O.C. Securities and Exchange Law
requires that the amount of capital surplus to be capitalised mentioned above should not exceed
10% of the paid-in capital each year. Capital surplus should not be used to cover accumulated
deficit unless the legal reserve is insufficient.

B. Changes in capital surplus are as follows:

Share Employee
premium stock options Others Total
At January 1, 2018 $ 1,971,969 § 188,747 § 313§ 2,161,029
Share-based payment
transaction - 5,055 - 5,055
Employee stock options
expired 188,877 ( 188,564) ( 313) -
Employee stock options
exercised 27,389 - - 27,389
At December 31, 2018 $ 2,188,235 § 5238 § - $ 2,193,473
Share Employee
premium stock options Others Total
At January 1, 2017 $ 1,936,651 $ 189,886 § 313 § 2,126,850
Share-based payment
transaction - 183 - 183
Employee stock options
exercised 35,318 ( 1,322) - 33,996
At December 31, 2017 § 1,971,969 § 188,747 §$ 313 § 2,161,029

C. Please refer to Note 6 (6) for detailed information about capital surplus from employee stock
options.
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(9) Retained earnings

As of December 31, 2018 and 2017, the Company’s retained earnings are set forth below:

2018 2017

At January 1 A 1,359,148 § 1,445,777
Effect of retrospective restatement 1,799 -
At January 1(after restatement) 1,360,947 1,445,777
Legal reserve appropriated ( 76,134) ( 84,809)
Special reserve appropriated ( 32,139) -
Distribution of retained earnings ( 647,313) ( 757,173)
Profit for the year 806,912 761,339
Remeasurement on post employment benefit

obligations, net of tax ( 1,782} ( 5,986)
Disposal of investments in equity instruments

designated at fair value through other

comprehensive income ( 30.447) -
At December 31 $ 1,380,044 § 1,359,148

A. When net profit occurs in the annual accounts, the Company may, after reserving a sufficient
amount of the income before tax to cover the accumulated losses, upon the resolution of the
Board of Directors, distribute at least 0.01% of the income before tax as employees’ remuneration,
and distribute no more than 2% of the income before tax as directors’ remuneration. The
remuneration could be in the form of stock or cash, and the employees’ remuneration could be
distributed to the employees of subsidiaries of the Company under certain conditions. A report
of the distribution of employees’ compensation or the directors’ remuneration shall be submitted
to the shareholders at the shareholders’ meeting.

B. The Company shall, after all taxes and dues have been paid and its losses have been covered and
at the time of allocating surplus profits, first set aside 10% of such profits as a legal reserve.
However, when the legal reserve amounts to the authorized capital, this shall not apply.
Furthermore, in accordance with the provisions of laws and regulations and the rules prescribed
by the central competent authority, a special reserve shall be set aside. If there is recovery of the
balance of special reserve, the recovered amount shall be included in the distribution of the profit
for the current year.

The allocable profit for the current year, which is the balance after the profit distribution and
covering losses aforementioned in the preceding paragraph, together with the undistributed
retained earnings accrued from prior years shall be referred to as accumulated distributable
earnings, which shall be distributed as dividends to shareholders according to shareholders’
resolutions.
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In order to meet the requirements of business expansion and industry growth, fulfilling future
operating needs and stabilizing financial structure is the priority of the Company's dividend
policy. Thus, the distribution of the accumulated distributable earnings corresponds with the
shareholders’ resolutions. And, the amount of shareholders’ bonus shall not be less than 20% of
accumulated distributable earnings of the Company, and in particular cash dividend shall not be
less than 5%.

. Except for covering accumulated deficit or issuing new stocks or cash to shareholders in
proportion to their share ownership, the legal reserve shall not be used for any other purpose.
The use of legal reserve for the issuance of stocks or cash to shareholders in proportion to their
share ownership is permitted, provided that the balance of the reserve exceeds 25% of the
Company’s paid-in capital.

. Special reserve

(a) In accordance with the regulations, the Company shall set aside special reserve from the debit
balance on other equity items at the balance sheet date before distributing earnings. When
debit balance on other equity items is reversed subsequently, the reversed amount could be
included in the distributable earnings.

(b) The amounts previously set aside by the Company as special reserve on initial application of
IFRSs in accordance with Jin-Guan-Zheng-Fa-Zi Order No. 1010012865, dated April 6, 2012,
shall be reversed proportionately when the relevant assets are used, disposed of or reclassified
subsequently. Such amounts are reversed upon disposal or reclassified if the assets are
investment property of land, and reversed over the use period if the assets are investment
property other than land.

. The Company recognised dividends of $647,313 (NT$9.68 per share) and $757,173 (NT$11.37
per share) in 2018 and 2017, respectively. In addition, outstanding stocks will be influenced by
employees’ share rights. Thus, the Board of Directors gave the right to adjust the rate of
distributed dividends from NT$9.68 per share to NT$9.64624522 per share.

. The appropriation of 2017 and 2016 earnings had been resolved at the stockholders’ meeting on
May 31, 2018 and June 26, 2017, respectively.

Details are summarized below:

2017 2016
Legal reserve $ 76,134 § 84,809
Special reserve 32,139 -
Cash dividends 647,313 757,173
$ 755,586 § 841,982
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G. The appropriation of 2018 eamings had been proposed by Board of Directors during their
meeting on March 8, 2019. Details are summarised below:

Legal reserve
Special reserve
Cash dividends

2018

Dividends per share
Amount (in dollars)

80,691 NT$
30,041)
726,078

10.82

776,728 NT$

10.82

The appropriation of 2018 eamings has not been resolved at the stockholders’ meeting as of

March 8, 20109,

H. For information relating to employees’ compensation (bonuses) and directors’ and supervisors’

remuneration, please refer to Note 6 (13).

I. For information relating to effect of retrospective restatement, please refer to Note 12 (4).

(10) Other income

Interest income:
Interest income from bank deposits
Other interest income

Dividend revenue
Other income, others

(11) Other gains and losses

Gains on disposals of investments
Foreign exchange gain (losses)

Gains on financial assets at fair value through
profit or loss

Impairment loss
Miscellaneous disbursements
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For the years ended December 31,

2018 2017
1,634 $ 2,559
2,252 1,803
3,886 4,362
645 1,145
43,752 12,778
48283 $ 18,285

For the years ended December 31,

2018 2017
29402 §$ 3,610
95 ( 237)
310 280
- 13)
- ( 2)
29,807 §$ 3,638




(12) Expenses by nature

For the years ended December 31,

2018 2017
Employee benefit expense $ 40,480 $ 42,417
Services 2,303 2,341
Insurances 123 100
Other expenses 7,369 4,937
Total operating expenses S 50,275 § 49,795

(13) Employee benefit expense

For the years ended December 31,

2018 2017

Salaries $ 31,576 § 33,533
Employee stock options 687 -
Labor and health insurance fees 1,266 1,329
Pension costs 1,329 1,629
Directors’ remuneration 5,200 5,200
Other personnel expenses 422 726

$ 40,480 $ 42,417

As of December 31, 2018 and 2017, the Company had 17 and 18 employees, respectively. There
were 9 directors who were not concurrently employees.

A. When net profit occurs in the annual accounts, the Company may, after reserving a sufficient
amount of the income before tax to cover the accumulated losses, upon the resolution of the
Board of Directors, distribute at least 0.01% of the income before tax as employees’
compensation, and distribute no more than 2% of the income before tax as Directors’
remuneration. The remuneration could be in the form of stock or cash, and the employees’
compensation could be distributed to the employees of subsidiaries of the Company under certain
conditions. A report of the distribution of employees’ compensation or the Directors’
remuneration shall be submitted to the shareholders at the shareholders’ meeting.

B. For the years ended December 31, 2018 and 2017, employees’ compensation was accrued at
$343 and $359, respectively; directors’ and supervisors’ remuneration was accrued at $5,200 and
$5,200, respectively. The aforementioned amounts were recognised in salary and other expenses.

The employees’ compensation and directors’ and supervisors’ remuneration were estimated and
accrued based on 0.01% at minimum and 2% at maximum of distributable profit of current year
as of the end of December 31, 2018. The employees’ compensation and directors’ and supervisors’
remuneration has not been resolved by the Board of Directors. The employees’ compensation
will be distributed in the form of cash.

L
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Employees’ compensation and directors’ and supervisors’ remuneration of 2017 amounting to
$359 and $5,200, respectively, as resolved by the meeting of Board of Directors were in
agreement with those amounts recognised in the 2017 financial statements.

Information about employees’ compensation and directors’ and supervisors’ remuneration of the
Company as resolved at the shareholders’ meeting will be posted in the “Market Observation
Post System™ at the website of the Taiwan Stock Exchange.

(14) Income tax

A. Income tax expense:

For the years ended December 31,

2018 2017
Current tax:
Current tax on profits for the period $ 9,107 $ 2,737
Prior year income tax under (over)
estimation 56 ( 84)
Income tax expense $ 9,163 § 2,653

B. Reconciliation between income tax expense and accounting profit:

For the years ended December 31,

2018 2017
Tax calculated based on profit before tax and $ 163,216 $ 129,879
statutory tax rate
Prior year income tax under (over) 56 ( 84)
estimation
Effect of exempt income ( 154,109) ( 127,142)
Income tax expense $ 9,163 § 2,653

C. As of December 31, 2018, the Company’s and its subsidiaries’ income tax returns through 2016
have been assessed and approved by the Tax Authority.

D. Under the amendments to the Income Tax Act which was promulgated by the President of the
Republic of China on February 7, 2018, the Company’s applicable income tax rate was raised
from 17% to 20% effective from January 1, 2018. The Company has assessed the impact of the
change in income tax rate.
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(15) Earnings per share

Basic carnings per share:
Profit attributable to owners of the

parent

Diluted earnings per share:
Assumed conversion of all dilutive

potential ordinary shares

Employees’ bonus
Profit attributable to owners of the

parent plus dilutive effect
of common stock equivalents

For the year ended December 31, 2018

Weighted average

number of
ordinary shares Earnings
Amount outstanding per share
after tax (in thousands) (in dollars)
$ 806,912 67,024 NT$ 12.04
- 2
$ 806,912 67,026 NT$ 12.04

The Company's employee stock options had anti-dilution effect; thus, they were not included in the

calculation of diluted earnings per share.

Basic earnings per share:
Profit attributable to owners of the
parent

Diluted earnings per. share:
Assumed conversion of all dilutive

potential ordinary shares
Employee stock options

Employees’ bonus
Profit attributable to owners of the

parent plus dilutive effect
of common stock equivalents

(16) Operating leases

For the year ended December 31, 2017

Weighted average
number of
ordinary shares Eamnings
Amount outstanding per share
after tax (in thousands) (in dollars)
$ 761,339 66,739 NTS$ 11.41
- 110
- 3
$ 761,339 66,852 NT$ 11.39

The Company leases offices under non-cancellable operating lease agreements. These leases have
terms expiring between 1 year and 2 years. The Company recognised rental expenses of $790 and
$965, for these leases for the years ended December 31, 2018 and 2017, respectively.

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:
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December 31, 2018 December 31, 2017

Less than one year $ 790 §$ 790
More than one year but not less than five years 1,127 1,867
More than five years 2,268 2,318

$ 4,185 § 4,975

7. RELATED PARTY TRANSACTIONS

(1) Parent and ultimate controlling party

The Company is controlled by CTCI Corporation (incorporated in R.O.C.), which owns 57.31% of
the Company’s shares. The remaining 42.43% of the shares are widely held by the public.

(2) Names of related parties and relationship

Names of related parties Relationship with the Group
CTCI Corp. The ultimate parent
ECOVE Whujih Energy Corp. Subsidiary
ECOVE Environmental Services Corp. Subsidiary
ECOVE Waste Management Corp. Subsidiary
ECOVE Miaoli Energy Corp. Subsidiary
Boretech Resource Recovery Engineering Co.,  Associate
Ltd. (Cayman}
ECOVE Solar Energy Corporation This entity became a subsidiary on September
20, 2018, before which it was a joint venture
Gintech Energy Corp. Other related party

(3) Significant transactions and balances with related parties

A. Directors’ and supervisors’ remuneration (shown in ‘Other income”)

For the years ended December 31,

2018 2017
ECOVE Wujih Energy Corp. $ 14,138 § 2,177
ECOVE Environmental Services Corp. 19,462 6,250
Subsidiaries 5,975 749
$ 39,575 § 9,176

B. Other revenue / receivables from related parties
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(a) Receivables from related parties

December 31, 2018 December 31, 2017

-Loans to related parties

ECOVE Solar Energy Corporation $ 87,029 § -
-Others

ECOVE Solar Energy Corporation 4,437 6,745

Subsidiaries (Note) 27,606 1,229

$ 119,072 § 7,974

Note: It is refers to directors’ and supervisors’ remuneration as well as payments on behalf
of others.

(b) Other revenue

For the years ended December 31,

2018 2017
Interest revenue
The ultimate parent $ 2,223 % 1,295
ECOVE Solar Energy Corporation (Note) 29 508
$ 2,252 % 1,803
Personnel transfers revenue
ECOVE Solar Energy Corporation $ 2272 % 3,458
Associates 099 385
3 3,271  § 3,843

Note: The terms of lending include interest to be calculated and received monthly, using the
annual rate of 1.01% for the year ended December 31, 2018.

C. Operating expenses / other payables-related parties
(a) Operating expenses

For the years ended December 31,

2018 2017
CTCI Corp. (Notes 1 and 2) $ 4,254 § 5,068
Subsidiaries (Notes 2 and 3) 1,458 1,269
$ 5712 § 6,337

Note 1: For the years ended December 31, 2018 and 2017, the Company paid directors’ and
supervisors’ remuneration amounting to $200 and $102, respectively.

Note 2: For personnel transfers from related parties, information system service expense and
office rent.

Note 3: Amortization of rent and administrative expense of the office in Neihu.
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(b) As of December 31, 2018 and 2017, the Company has unpaid obligations to related parties as
follows: (shown in “other payables™)

December 31, 2018 December 31, 2017

CTCI Corp. $ 1,236 § 785
Sl_lbsidiaries 56 57
$ 1,292 § 342

D. Acquisition of financial assets

For the year ended

December 31, 2018
Accounts No. of shares Objects Consideration
Other related Investments 31,622,726 ECOVE Solar $ 455,384
parties accounted for Energy
using equity Corporation
method

E. Endorsements and guarantees for others

December 31, 2018 December 31, 2017
ECOVE Solar Energy Corporation $ 1,143,589 § 631,253

(4) Key management compensation

For the years ended December 31,

2018 2017
Salaries and other short-term employee benefits $ 22424 § 22,484
8. PLEDGED ASSETS
The Company’s assets pledged as collateral are as follows:
Book value
Assets December 31, 2018 December 31, 2017 Purposes
Other current assets
Restricted bank deposits $ - 3 10,000 Guarantee for bid and
performance guarantee

9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNISED CONTRACT
COMMITMENTS

Please refer to Note 7(3) D for detailed information.

10. SIGNIFICANT DISASTER LOSS

None.
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11. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE

The appropriation of 2018 earnings had been proposed at the Board of Directors’ meeting on March 8,
2019, please refer to Note 6(9)G for detailed information.

12. OTHERS

(1) Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to
continue as a going concern in order to provide returns for shareholders and to maintain an optimal
capital structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the
Company may adjust the amount of dividends paid to shareholders, return capital to shareholders,
issue new shares or sell assets to reduce debt. The Company monitors capital on the basis of the
gearing ratio. This ratio is calculated as net debt divided by total capital. Net debt is calculated as
total borrowings (including ‘current and non-current borrowings’ as shown in the balance sheet) less
cash and cash equivalents. Total capital is calculated as ‘equity’ as shown in the consolidated balance
sheet plus net debt.

(2) Financial instruments

A. Financial instruments by category
December 31, 2018 December 31, 2017

Financial assets
Financial assets measured at fair value
through profit or loss
Financial assets mandatorily measured
at fair value through profit or loss $ 2,045 § -
Financial assets held for trading - 98,073
Financial assets at fair value through other
comprehensive income
Designation of equity instrument 20,560 -
Available-for-sale financial assets - 24,849

$ 22,605 § 122,922
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December 31, 2018 December 31, 2017

Financial assets
Financial assets at amortised cost

Cash and cash equivalents $ 210,529 §$ 745,686
Financial assets at cost - 543
Other receivables 673 710
Other receivables-related parties 119,072 7,974
Other financial assets - 10,000

$ 330,274 § 764,913

December 31, 2018 December 31, 2017

Financial liabilities
Financial liabilities at amortised cost

Notes payable $ 480 § -
Other payable ' 18,802 19,380
Other payable-related parties 1,292 842

$ 20,574 § 20,222

B. Risk management policies

(a) The Company’s activities expose it to a variety of financial risks: market risk (including
foreign exchange risk, interest rate risk and price risk), credit risk and liquidity risk.

(b) Risk management is carried out by a central treasury depariment (Company treasury) under
policies approved by the Board of Directors. Company treasury identifies, evaluates and
hedges financial risks in close co-operation with the Company’s operating units, The Board
provides written principles for overall risk management, as well as written policies covering
specific areas and matters.

C. Significant financial risks and degrees of financial risks
(a) Market risk

Foreign exchange risk

i. The Company operates internationally and is exposed to exchange rate risk arising from
the transactions of the Company and its subsidiaries used in various functional currency,
primarily with respect to the USD and RMB. Exchange rate risk arises from future
commercial transactions and recognised assets and liabilities.

ii. Management has set up a policy to require Company companies to manage their foreign
exchange risk against their functional currency. The companies are required to hedge their
entire foreign exchange risk exposure with the Company treasury.

iii. The Company has certain investments in foreign operations, therefore, does not hedge the
risk.
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iv. The Company’s businesses involve some non-functional currency operations (the
Company’s and certain subsidiaries’ functional currency: NTD; other certain subsidiaries’
functional currency: MOP and CNY). The information on assets and liabilities
denominated in foreign currencies whose values would be materially affected by the
exchange rate fluctuations is as follows:

December 31, 2018
Foreign currency

amount Exchange Book value
(in thousands) rate (NTD)
(Foreign currency : functional currency)
Financial Assets
Monetary items
USD : NTD ¥ 108 30.740 § 3,319
December 31, 2017
Foreign currency
amount Exchange Book value
(in thousands) rate (NTD)
(Foreign currency : functional currency)
Financijal Assets
Monetary items
USD : NTD $ 104 29.848 § 3,105

The unrealised exchange gain arising from significant foreign exchange variation on the
monetary items held by the Company for the years ended December 31, 2018 and 2017
amounted to $95 and $128, respectively.

v. Analysis of foreign currency market risk arising from significant foreign exchange
variation:

For the year ended December 31, 2018

Sensitivity analysis
Eifect on other
Degree of Effect on comprehensive
variation profit or loss income
(Foreign currency :
functional currency)
Financial assets
Monetary items
USD : NTD 1.00% § 33 % -
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For the year ended December 31, 2017

Sensitivity analysis
Effect on other
Degree of Effect on comprehensive
variation profit or loss income
(Foreign currency :
functional currency)
Financial assets
Monetary items
USD : NTD 1.00% $ 31 § -
Price risk

The Company’s equity securities, which are exposed to price risk, are the held financial assets
at fair value through profit or loss, financial assets at fair value through other comprehensive
income and available-for-sale financial assets. To manage its price risk arising from
investments in equity securities, the Company diversifies its portfolio. Diversification of the
portfolio is done in accordance with the limits set by the Company.

(b) Credit risk

1. Credit risk refers to the risk of financial loss to the Company arising from default by the
clients or counterparties of financial instruments on the contract obligations. The main
factor is that counterparties could not repay in full the accounts receivable based on the
agreed terms, and the contractual cash flow of debt instruments classified as financial
assets at fair value through other comprehensive income.

ii. The Company adopts following assumptions under IFRS 9 to assess whether there has
been a significant increase in credit risk on that instrument since initial recognition:

If the contract payments were past due over 30 days based on the terms, there has been
a significant increase in credit risk on that instrument since initial recognition,

iii. The Company adopts the assumptions under IFRS 9, the default occurs when the contract
payments are past due over 90 days.

iv. Credit risk information of 2017 is provided in Note 12(4).
(c) Liquidity risk
i. Cash flow forecasting is performed in the operating entities of the Company and
aggregated by Company treasury. Company treasury monitors rolling forecasts of the
Company’s liquidity requirements to ensure it has sufficient cash to meet operational
needs while maintaining sufficient headroom on its undrawn committed borrowing

facilities at all times so that the Company does not breach borrowing limits or covenants
(where applicable) on any of its borrowing facilities.
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ii. The table below analyses the Company’s non-derivative financial liabilities into relevant
maturity groupings based on the remaining period at the balance sheet date to the
coniractual maturity date for non-derivative financial liabilities. The amounts disclosed in
the table are the contractual undiscounted cash flows.

Non-derivative financial liabilities

December 31, 2018 Up to 1 year Over 1 year
Notes payable b 480 $
Other payables (including related parties) 20,094

Non-derivative financial liabilities

December 31, 2017 Up to 1 year QOver 1 year
Other payables (including related parties) $ 20,222 §

(3) Fair value estimation

A. The different levels that the inputs to valuation techniques are used to measure fair value of
financial and non-financial instruments have been defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date. A market is regarded as active where a market
in which transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis. The fair value of the
Company’s investment in listed stocks and beneficiary certificates is included in Level
1.

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. The fair value of the Company’s
investment in equity investient without active market is included in Level 3.
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B. Therelated information of financial and non-financial instruments measured at fair value by level
on the basis of the nature, characteristics and risks of the assets and liabilities are as follows:

The related information of natures of the assets and liabilities is as follows:

December 31, 2018 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value
measurements
Financial assets at fair

value through profit or

loss
Equity securities $ 2,045 §$ - 5
Financial assets at fair
value through other
comprehensive income
Equity securities 20,017 - 543 20.560
$ 22,062 § - § 543 § 22,605

]

$ 2,045

December 31, 2017 Level | Level 2 Level 3 Total
Assets

Recurring fair value
measurements
Financial assets at fair

value through profit or
loss
Equity securities $ 08,073 § - 3 - 8§ 98,073
Available-for-sale
financial assets
Equity securities 24,849 -
$ 122,922 § - §

24,849
$ 122,922

C. The instruments the Company used market quoted prices as their fair values (that is, Level 1) are
listed below by characteristics:

Listed shares Open-end fund
Market quoted price Closing price Net asset value

D. Except for financial instruments with active markets, the fair value of other financial instruments
is measured by using valuation techniques or by reference to counterparty quotes. The fair value
of financial instruments measured by using valuation techniques method can be referred to
current fair value of instruments with similar terms and characteristics in substance, discounted
cash flow method or other valuation methods, including calculated by applying model using
market information available at the consolidated balance sheet date (i.e. yield curves on the
Taipei Exchange, average commercial paper interest rates quoted from Reuters).
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E. For the years ended December 31, 2018 and 2017, there were no transfers between Level 1 and
Level 2.

F. For the years ended December 31, 2018 and 2017, there were no input and output into Level 3.

(4) Effects on initial application of IFRS 9 and information on application of IAS 39 in 2017
A. Summary of significant accounting policies adopted in 2017:

(a) Financial assets at fair value through profit or loss

i. They are financial assets held for trading. Financial assets are classified in this category
of held for trading if acquired principally for the purpose of selling in the short-term.
Derivatives are also categorized as financial assets held for trading unless they are
designated as hedges.

ii. On a regular way purchase or sale basis, financial assets at fair value through profit or loss
are recognised and derecognised using settlement date accounting.

iii. Financial assets at fair value through profit or loss are initially recognised at fair value.
Related transaction costs are expensed in profit or loss. These financial liabilities are
subsequently remeasured and stated at fair value, and any changes in the fair value of these
financial liabilities are recognised in profit or loss.

(b) Available-for-sale financial assets

i. Available-for-sale financial assets are non-derivatives that are either designated in this
category or not classified in any of the other categories.

ii. On aregular way purchase or sale basis, available-for-sale financial assets are recognised
and derecognised using settlement date accounting.

iil, Available-for-sale financial assets are initially recognised at fair value plus transaction
costs. These financial assets are subsequently remeasured and stated at fair value, and any
changes in the fair value of these financial assets are recognised in other comprehensive
income. Investments in equity instruments that do not have a quoted market price in an
active market and whose fair value cannot be reliably measured or derivatives that are
linked to and must be settled by delivery of such unquoted equity instruments are
presented in ‘financial assets measured at cost’.
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(c) Loans and receivables

Accounts receivable are loans and receivables originated by the entity. They are created by
the entity by selling goods or providing services to customers in the ordinary course of

business. They are recognised initially at fair value and subsequently measured at amortised

cost using the effective interest method, less provision for impairment. However, short-term

accounts receivable without bearing interest are subsequently measured at initial invoice

amount as the effect of discounting is immaterial.

(d) Impairment of financial assets

i.

ii.

The Company assesses at each balance sheet date whether there is objective evidence that
a financial asset or a group of financial assets is impaired as a result of one or more events
that occurred after the initial recognition of the asset (a ‘loss event’) and that loss event
(or events) has an impact on the estimated future cash flows of the financial asset or group
of financial assets that can be reliably estimated.

The criteria that the Company uses to determine whether there is objective evidence of an
impairment loss is as follows:

(i) Significant financial difficulty of the issuer or debtor;

(ii) A breach of contract, such as a default or delinquency in interest or principal
payments;

(iii) The Company, for economic or legal reasons relating to the borrower’s financial
difficulty, granted the borrower a concession that a lender would not otherwise
consider;

(iv) It becomes probable that the borrower will enter bankruptcy or other financial
reorganisation;

(v) The disappearance of an active market for that financial asset because of financial
difficulties;

(vi) Observable data indicating that there is a measurable decrease in the estimated future
cash flows from a group of financial assets since the initial recognition of those assets,
although the decrease cannot yet be identified with the individual financial asset in
the group, including adverse changes in the payment status of borrowers in the group
or national or local economic conditions that correlate with defaults on the assets in
the group;

(vii) Information about significant changes with an adverse effect that have taken place in
the technology, market, economic or legal environment in which the issuer operates,
and indicates that the cost of the investment in the equity instrument may not be
recovered;

(viii)A significant or prolonged decline in the fair value of an investment in an equity
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instrument below its cost.

iii. When the Company assesses that there has been objective evidence of impairment and an
impairment loss has occurred, accounting for impairment is made as follows according to
the category of financial assets:

(1)

(ii)

Financial assets at amortised cost

The amount of the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at
the financial asset’s original effective interest rate, and is recognised in profit or loss.
If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring afier the impairment loss
was recognised, the previously recognised impairment loss is reversed through profit
or loss to the extent that the carrying amount of the asset does not exceed its amortised
cost that would have been at the date of reversal had the impairment loss not been
recognised previously. Impairment loss is recognised and reversed by adjusting the
carrying amount of the asset directly.

Financial assets at cost

The amount of the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at
current market return rate of similar financial asset, and is recognised in profit or loss.
Impairment loss recognised for this category shall not be reversed subsequently.
Impairment loss is recognised by adjusting the carrying amount of the asset through
the use of an impairment allowance account.

(111)) Available-for-sale financial assets

The amount of the impairment loss is measured as the difference between the asset’s
acquisition cost (less any principal repayment and amortisation) and current fair
value, less any impairment loss on that financial asset previously recognised in profit
or loss, and is reclassified from ‘other comprehensive income’ to ‘profit or loss’. If,
in a subsequent period, the fair value of an investment in a debt instrument increases,
and the increase can be related objectively to an event occurring after the impairment
loss was recognised, such impairment loss is reversed through profit or loss.
Impairment loss of an investment in an equity instrument recognised in profit or loss
shall not be reversed through profit or loss. Impairment loss is recognised and
reversed by adjusting the carrying amount of the asset through the use of an
impairment allowance account.
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. The reconciliations of carrying amount of financial assets transferred from December 31, 2017,
IAS 39, to January 1, IFRS 9, were as follows:

Under IAS 39, because the equity instruments, which were classified as: available-for-sale
financial assets and financial assets at cost, amounting to $24,849 and $543, respectively, were
not held for the purpose of trading, they were reclassified as "financial assets at fair value through
other comprehensive income (equity instruments)", increased retained earnings and decreased
other equity interest in the amounts of $1,799 and $1,799 on initial application of IFRS 9.

. The significant accounts as of December 31, 2017 are as follows:

(a) Financial assets at fair value through profit or loss

Items December 31, 2017

Current items:
Financial assets held for trading

Beneficiary certificates $ 97,892
Valuation adjustment 181
$ 98,073

The Company recognised net profit amounting to $280 on financial assets held for trading
for the year ended December 31, 2017.

(b) Available-for-sale financial assets

Ttems December 31, 2017
Current items:
Listed stocks $ 37,548
Valuation adjustment ( 12,699)
$ 24,849

i. The Company recognised $710 in other comprehensive loss for fair value change for the
year ended December 31, 2017.

ii. Due to the global financial crisis in 2008, the Company, in accordance with IAS No. 39,
paragraph 50 (c), reclassified certain listed stocks previously classified as financial assets
at fair value through profit or loss into available-for-sale financial assets amounting to
$7,298. The detailed information is set forth below:

(1) The above reclassified assets that have not yet been disposed of are as follows:

December 31, 2017
Book value/fair value

Listed stocks $ 6,553

(i) The changes in fair value of the above listed stocks that were recognised in profit or
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loss and other comprehensive income were $0 and $234, respectively, for the year
ended December 31, 2017. And, the accumulated total changes in fair value of the
above listed stocks that were recognised in profit or loss and other comprehensive
(loss) income before January 1, 2017 were $0 and $1,411, respectively.

(11i) If the above listed stocks had not been reclassified to ‘available-for-sale financial
assets’ on July 1, 2008, the gain (loss) from changes in fair value of these assets that
should have been recognised in profit or loss is as follows:

For the year ended

December 31, 2017

Listed stocks $ 234

(c¢) Financial assets measured at cost
Items December 31, 2017
Teamwin Opto-Electronics Co., Ltd. $ 2,261
Eastern Pacific Energy Sdn.Bhd. 81
Accumulated impairment ( 1,799)

$ 543

i. According to the Company’s intention, its investments in the above corporation stocks
should be classified as ‘available-for-sale financial assets’. However, as above corporation
stocks are not traded in active market, and the fair value of the investments in the above
corporation stocks cannot be measured reliably. The Company classified those stocks as
‘financial assets measured at cost’.

ii. As of December 31, 2017, no financial assets measured at cost held by the Company were
pledged to others.

iii.In 2017, the Company has provided impairment loss amounting to $13 since Eastern
Pacific Energy Sdn. Bhd. was assessed to be impaired based on objective evidences.

iv.In June, 2017, the shareholders of TSC Venture Management, Inc. at their meeting
resolved to dissolve and distribute the remaining property amounting to $3,610. The
difference is $3,610 when compared with its carrying amount of $0 and is recognised in
gains on disposal of investments.

D. Credit risk information as of December 31, 2017 are as follows:

(a) Credit risk refers to the risk of financial loss to the Company arising from default by the
clients or counterparties of financial instruments on the contract obligations. According to
the Company’s credit policy, each local entity in the Company is responsible for managing
and analysing the credit risk for each of their new clients before standard payment and
delivery terms and conditions are offered. Internal risk control assesses the credit quality of
the customers, taking into account their financial position, past experience and other factors.
Individual risk limits are set based on internal or external ratings in accordance with limits
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set by the Board of Directors. The utilisation of credit limits is regularly monitored. Credit
risk arises from cash and cash equivalents, derivative financial instruments and deposits with
banks and financial institutions, as well as credit exposures to customers, including
outstanding receivables. For banks and financial institutions, only independently rated parties
with a minimum rating of 'A' are accepted.

(b) As of December 31, 2017, no credit limits were exceeded during the reporting periods, and
management does not expect any significant losses from non-performance by these
counterparties.

(c¢) The credit quality information of financial assets that are neither past due nor impaired is as
follows:

December 31, 2017
Group 1 Group 2 Group 3
Other receivables $ - 3 - 5 710
Other receivables-related parties - - 7,974
S - $ - § 8,684

Company 1: Government
Company 2: Listed companies

Company 3: Others

13. SUPPLEMENTARY DISCLOSURES

(1) Significant transactions information

A,
B.
C.

Loans to others: Please refer to table 1.
Provision of endorsements and guarantees to others: Please refer to table 2,

Holding of marketable securities at the end of the period (not including subsidiaries, associates
and joint ventures): Please refer to table 3.

. Acquisition or sale of the same security with the accumulated cost exceeding $300 million or

20% of the Company’s paid-in capital: Please refer to table 4.

. Acquisition of real estate reaching NT$300 million or 20% of paid-in capital or more: None.

F. Disposal of real estate reaching NT$300 million or 20% of paid-in capital or more: None.

. Purchases or sales of goods from or to related parties reaching NT$100 million or 20% of paid-

in capital or more: Please refer to table 5.

. Receivables from related parties reaching NT$100 million or 20% of paid-in capital or more:

Please refer to table 6.
Trading in derivative instruments undertaken during the reporting periods: None.

Significant inter-company transactions during the reporting periods: Please refer to table 7.
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(2) Information on investees

Names, locations and other information of investee companies (not including investees in Mainland
China) : Please refer to table 8.

(3) Information on investments in Mainland China
A. Basic information: Please refer to table 9.

B. Significant transactions, either directly or indirectly through a third area, with investee companies
in the Mainland Area: Please refer to table 10.
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ECOVE ENVIRONMENT CORPORATION
Details of cash and cash equivalents
December 31, 2018
(Expressed in thousands of New Taiwan dollars)

Item Summary Amount

Demand deposits
—USD USDS$6 Exchange rate 30.74 $ 184
—NTD 8,718
8,902
Checking accounts 485

Time deposits

—USD USD$102  Exchange rate 30.74 3,135
—NTD 198,007
201,142

$ 210,529
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ECOVE ENVIRONMENT CORPORATION
Details of financial assets at fair value through profit or loss-current
December 31, 2018

(Expressed in thousands of New Taiwan dollars)

Number of Fair value
shares Par value Acquisition Price
Financial commodities (thousand share) (in dollars}) Amount costs (in dollars) Amount Note
Franklin Templeton Sinoam Money -
Market Fund 198 § 1030 $ 2,041 § 2,041 § 1032 § 2,045
-2~
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ECOVE ENVIRONMENT CORPORATION
Details of financial assets at fair value through other comprehensive income-current
December 31, 2018
(Expressed in thousands of New Taiwan dollars)

Fair value
Number of Par value Acquisition Price
Financial Commodities Summary Shares (in dollars) Amount costs (in dollars) Amount Notes
Taiwan Cement Corp. Stocks 472,758 § 100 § 4,728 § 16,671 % 3540 % 16,735 -
United Renewable Energy Co., Ltd. " 455,157 10.0 4,552 4,597 7.21 3,282 -
Less: Valuation adjustment { 1,251) $ 20.017
§ 20017
-63-
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ECOVE ENVIRONMENT CORPORATION
Details of financial assets at fair value through other comprehensive income-non-current

December 31, 2018
{Expressed in thousands of New Taiwan dollars)

Beginning of the period Additions

Reductions End of the period Pledged to
Number of shares Number of shares Number of shares Number of shares others as
Name (per share) Amounts {per share) Amounts (per share) Amounts (per share} Amounts collaterals
Teamwin Opte-Electronics Co., Ltd. 150,000 § 2,261 - % - - % - 150,000 b 2,261 "
Eastern Pacific Energy Sdn.Bhd. 10,000 81 - - - - 10,000 81 "
2,342 $ - b - 2,342
Less: Accumulated impairment ( 1,799) ( 1,799)
$ 543 $ 543
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ECOVE ENVIRONMENT CORPORATION

Details of investments accounted for using the equity method

For the year ended December 31. 2018

(Expressed in thousands of New Taiwan dollars)

Beginning of the period Additions (reductions) Balance at December 31, 2018 Pledged to
Number of shares Number of shares Investment Number of shares % other as
income
Name (per share) Amounts {per share) Amounts (loss) (per share) interest held  Amounts Value per share  collaterals
ECOVE Wujih Energy Corp. 29,400,000 § 1,228,849 - ($ 256,791) § 270,002 29,400,000 98.00 $ 1,242060 §  1,242.060 N/A
ECOVE Environmental Services
Corp. 14,065,936 853,832 - ( 299,502) 341,469 14,065,936 93.15 895,799 900,159 "
ECOVE Waste Management Corp. 2,000,000 100,974 - ( 46,186) 58,674 2,000,000 100.00 113,462 113,462 "
ECOVE Miaoli Energy Corp. 56,249,000 1,007,915 - ( 100,754) 96,790 56,249,000 74.999 1,003,951 1,003,951 "
Yuan Ding Resources Corp. 2,700,000 23,496 - - 47 2,700,000 60.00 23,543 23,543 "
Boretech Resource Recovery
Engineering Co., Ltd. (Cayman) 13,333,333 293,441 - 6,508 554 13,333,333 20.00 292,168 223,987 i
ECOVE Solar Energy Corporation ¢ 60 632 311,114 34975820 515973 27,700 63,245,452 100.00 854,787 731,096 "
ECOVE Solvent Recycling
Corporation - - 8,099,000 86,480 ( 6,312) 8,099,000 89.99 80,168 80,168 Y
EVER ECOVE Corporation - - 5,000,000 50,000 ( 664) 5,000,000 5.00 49,336 49,336 "
3,819,621 ($ 44,272) § 788,260 $ 4,555,274 § 4,367,762
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ECOVE ENVIRONMENT CORPORATION
Detajls of operating expenses
For the year ended December 31, 2018
(Expressed in thousands of New Taiwan dollars)

General & Administrative

CXpenses

Accounts
Salaries
Pension costs
Services

Other expenses

~BB~
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ECOVE ENVIRONMENT CORPORATION
Loans to others
For the year ended December 31, 2018
Table 1 Expressed in thousands of NTD
(Except as otherwise indicated)

Maximum
cutstanding
balance during Amount of
General the year ended Balance at transactions Reason Allowance Limit on loans Ceiling on
ledger Isa December 31, December 31, Natwreof  with the for short-term for granted lo tolal loans
No. account related 2018 2018 Actual amount  Interest loan borrower financing doubtful Collateral a single party granted
(Note 1) Creditor Borrower (Note 2) pariy {Note3) {Note 8) drawn down rate  (Note4) (Note5) (Note 6) accounts Item Value {Note7) (Note 7) Footnote
0 ECOVE CTCI Corp.  Other Yes § 430,000 3 - 5 - - 2 % - Foroperaticnal $ - - $§ - 5 487,824 § 1,951,295 -
Environment receivables- needs
Comp. related partics
0 " ECOVE Solar " " 200,000 200,000 87000 1.01% " " " " " " 487,824 1,951,295 -
Energy
Corporation
1 ECOVE Waste CTCI Corp. " " 14,000 7,000 - - " " " " " " 11,346 45,385 -
Management
Corp.
1 " CTCI " " 14,000 7,000 - - " " " " " " 11,346 45,385 -
Machinery
Corp.
1 " E&C " " 14,000 7,000 7,000 1.01% " " " " " " 11,346 45,385 -
Engineering
Corp.
ECOVE oovE
2 Environment . " " 70,000 70,000 50,000 1.57% " " " " " " 96,634 386,534 -
Services C Recycling
ervices Lom. Corporation
ECOVE
2 " Miaoli " . 70,600 70,000 39,500 1.01% " " " » . " 06,634 386,534 .
Enerpy
Corporation
CTCI - -
2 " Machine]}‘ " L 140’000 35’000 " " " L] L] n 96,634 386,534 -
Corp.
Resources - -
2 " Engineering " " 140,000 35,000 " " " " " " 96,634 186,534 -
Services Inc.
2 " CTCI Corp. " " 140,000 70,000 - - " " " " * " 96,634 386,534 -
E&C - -
2 " Engineering " " 140,000 70,000 " " " " " " 06,634 386,534 -
Corp.
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Maximum

oulstanding
balance during Amount of
General the year ended Balance at transactions Reason Allowance Limit on loans Ceiling on
ledger Isa December31,  December 31, Natureof  with the for shont-term for granted lo total loans
No. account related 2018 2018 Actual amount Interest loan borrower financing doubtful Collaleral a single party granted
(Note 1) Creditor Bommower (Note 2) party (Note 3} {Note 8) drawn down rate (Noted) (Notes) {Note 6) accounts  Jiem  Value {Note 7} (Note 7) Footnote
$ i4,000 S 14,000 $ - - " " " " " " 3 292439 $ 292,439
ECOVE Solar ECOVE
South " "
3 Energy . -
Cotporation Corporation
Lud.
ECOVE Solar - -
3 " Power " " 200,000 200]000 " " n [ [ " 202 ,439 292’439 -
Corporation
ECOVE
3 " Central " " 17,000 17,000 1,000 1.71% " " " " " " 292,439 202,439 -
Corporation
Lid.

Note 1: The numbers filled in for the loans provided by the Company or subsidiaries are as follows:
(1)The Company is ‘0.
(2)The subsidiaries are numbered in order starting from *1°.
Note 2: Fill in the name of account in which the loans are recognised, such as receivables—related parties, current account with stockholders, prepayments, lemporary payments, etc,

Note 3: Fill in the maximum cutstanding balance of loans to others during the year ended December 31, 2018.

Note 4: The column of ‘Nature of loan’ shall fill in ‘Business transaction or ‘Short-term financing:
(1)The Business association is ‘1’,
(2) The Short-term financing are numbered in order starting from ‘2”
Mote 3: Fill in the amount of business transactions when nature of the loan is related to business transactions, which is the amount of business transactions occurred between the creditor and borrower in the current year.

Note 6: Fill in purpose of loan when nature of loan is for short-term financing, for example, repayment of loan, acquisition of equipment, working capilal, etc.

Note 7: The calcuiation and amount on ceiling of loans are as follows:

{1)The limit on loans granted to a single party shall not exceed [0% of the Company’s net assets value.

(2) The ceiling on totals loans shall not exceed 40% of the Company’s net assets value.
Note 8: The amounts of funds to be loaned to others which have been approved by the board of directors of a public company in accordance with Article 14, Item 1 of the “Regulations Governing Loaning of Funds and Making of

Endorsements/Guarantees by Public Companies"” should be included in its published balance of loans to others at the end of the reporting period to reveal the risk of loaning the public company bears, even though they have not

yet been appropriated. However, this balance should exclude the loans repaid when repayments are done subsequently to reflect the risk adjustment. In addition, if the board of directors of a public company has authorized the

chairman to loan funds in installments alments or in revolving within certain lines and within one year in accordance with Article 14, Ilem 2 of the “Repulations Governing Loaning of Funds and Making of Endorsements/Guarantees

by Public Companies™, the published balance of loans to others at the end of the reporting period should also include these lines of loaning approved by the board of directors, and these lines ol loaning should not be excluded from

this balance even though the loans are repaid subsequently, for taking into consideration they could be loaned again thereafter.
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ECOVE ENVIRONMENT CORPORATION
Provision of endorsements and puarantecs to others
For the year ended December 31, 2018
Table 2 Expressed in thousands of NTD

(Except as otherwise indicated)

Ratio of
. Maximum accumulated
Party being outstanding Qutstanding endorsement/ Provision of  Provision of  Provision of
endorsed/guaranteed Limit on endorsement/  endorsement/ guarantee Ceilingon  endorsements/ endorsements/ endorsements/
Relationship  endorsements/ guarantee guarantee Amount of amounttonet tolalamount of guaranteesby guaraniees by puarantees to
with the guarantees amount as of amount at endorsements/ asset value of endorsements/ parent subsidiaryto  the party in
endorser/ ~ provided fora  December 31,  December 31, Actualamount  puarantees  theendorser/  guarantees company to parent Mainland
Number Endorser/ guaranior single party 2018 2018 drawn down  secured with guarantor provided subsidiary company China
(Note | ) guarantor Company name _ {Note 2} (Note 3) (Note 4} (Note 5) {Note6) collateral company (Note 3) (Note 7) (Note 7) (Note 7)  Foolnote
0 ECOVE ECOVE Solar 2 $ 9,756,476 § 1,143,589 $ [,143,589 % 968,043 S - 23.44% 5 14,634,714 Y N N -
Environment Energy
Corp. Corporation
ECOVE Solar ECOVE South - -
1 Energy Corporation Ltd. 2 1,462,194 14,000 14,000 14,000 1.91% 2,193,291 N N N
Corporation
" ECOVE Central - -
1 Corporation Ltd. 2 1,462,194 19,790 16,790 16,790 271% 2,193,291 N N N
" ECOVE Solar - .
i Power Corporation 2 1,462,194 694,248 694,248 600,355 94.96% 2,193,291 N N N

ECOVE Solar ECOVE Solar - -

2 Power Energy 5 408,122 12,420 12,420 12,420 6.09% 612,183 N N N
Corporation  Corporation
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Note 1: The aumbers filled in for the endorsements/guarantees provided by the Company or subsidiaries are as follows:
(1)The Company is “0’.
(2)The subsidiarics are numbered in order slarting from °1°.
Note 2: Relationship between the endorser/guarantor and the party being endorsed/guaranteed is classified into the following six categorics; fill in the number of category each case belongs to:
(1)YHaving business relationship,
(2) The endorser / puarantor pareni company owns directly more than 50% voting shares of the endorsed / guaranteed subsidiary.
(3) The endorser / guarantor parent company and its subsidiaries jointly own more than 50% voting shares of the endorsed / guaranteed company.
(4) The endorsed / guaranteed parent company dircctly or indirectly owns more than 50% voting shares of the endorser / guarantor subsidiary.
(5) Mutual guarantee of the trade as required by the construction contract.
(6) Duc to joint venture, each shareholder provides endorsements / guarantees to the endorsed / puaranteed company in proportion to ils ownership.
Note 3: Fill in limit on endorsements/guarantees provided for a single party and ceiling on total amount of endorsements/guarantees provided as prescribed in the endorser/guarantor company’s “Procedures for Provision of Endorsements
and Guarantees”, and state each individual party to which the endorsements/guarantees have been provided and the calculation for ceiling on total amount of endorsements/guarantees provided in the footnote.
{1)The limit on endorsements and guarantees granted to a single party shall not exceed 200% of the Company’s net assets value in last financial stalement which was audited by accountant.
(2)The ceiling on total endorsements and guarantees shall not exceed 300% of the Company’s net asscts value in last financial statement which was audited by accountant.
Note 4: Fill in the year-to-date maximum outstanding balance of endorsemenis/guarantees provided as of the reporting period.
Note 5: Once endorsement / guarantee contracts or promissory notes are signed / issued by the endorser / guarantor company to the banks, the endorser/guarantor company bears endorsement/guarantee labilities. And all other events
involve endorsements and guarantees should be included in (he batance of outstanding endorsements and guarantees.
Note 6: Fill in the actual amount of endorsements/guarantees used by the endorsed/guarantced company.,
Note 7: Fill in *Y" for those cases of provision of endorsements/guarantecs by listed parent company to subsidiary and provision by subsidiary to listed parent company, and provision to the party in Mainland China.
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ECOVE ENVIRONMENT CORPORATION

Holding of marketable securitics at 1he end of the period (not including subsidiaries, associates and joint ventures)

December 31, 2018

Table 3 Expressed in theusands of NTD
(Except as otherwise indicated)
Marketable securitics { Note 1) Relaticaship with December 31, 2018
the securitiss issuer General Number of shares/ Book value Ownership Footnote
Securities held by Type Name (Note2) ledger account denominations {Note3) (%6) Fair value (Noted)
ECOVE Environment Corp, Fund Franklin Templeton Sinoam Money N/A Financial assets at fair value 198,085 § 2,041 - 2,045 -
Market Fund through profit or loss-current
Adjustment 4
b 2,045
" Comunon Stock  Taiwan Cement Corp. " Financial assets at fair value 472,753 16,671 - 16,735 -
through other comprehensive
incotre-cnrrent
" " United Renewable Energy Co., Ltd. " " 435,157 4,597 - 3,282 -
Adjustment ( 1,251)
$ 20,017
" " Teamwin Opto-Electronics Co,, Ltd. N Financial assets at fair value 150,000 2,261 2.46% 475
through other comprehensive
income-not-current
" " Eastemn Pacific Energy Sdn. Bhd The Chairman of the Company is " 10,000 81 10.00% 63 -
the Board of director
less: Accumalated impainnent ( 1,799) -
S
ECOVE Wujih Energy Corp. Fund FSITC Taiwan Money Market Fund N/A Financial assets ot fair value 65,511 § 1,001 - -
through profit or loss-current
" " Taishin 1699 Money Market Fund " " 148,083 2,000 - 2,000 -
" " Franklin Templetor Money Market " " 4,616,996 47,650 - 47,650 -
Fund
" Cotnmon Stock  Taiwan Cement Corp. " Equity instruments at fair value 475,508 16,833 - 16,833 -
through other comprehensive
meome- cumrent
ECOVE Environment Services Fund Schroder 2022 Maturity Emerping NIA Financial assets at fair value 35,000 10,596 - 10,596 -
Corp. Market Quality Sovereipn Bond Fund through profit or loss-current
" " Taishin 1699 Money Market Fund " " 3,366,412 45,470 - 45,470 -
" " Capital Money Market Fund " " 620,717 10,000 - 10,000 -
" Common Stock  CTCI Corp. Ultimate parent company Financial assets at fair value 1,028 45 - 45 -
throuph other comprehensive
income-current
" " Taiwan Cement Corp. NiA " 1,251,971 44,320 - 44,320 -
" " United Renewable Energy Co., Led. » " 559,567 4,034 - 4,034 -
Table 3, Page 1
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Marketable sccurities (Note 1) Relationship with December 31, 2018
the securities issuer Generat Nurmber of shares/ Book value COwnership Footnote
Securitics held by Type Name {Note2) ledger account denominations (Note 3) (%) Fair value (Note 4)
ECOVE Waste Management Fund Prudential Financial Money " Financial assets at fair value 207,498 3 3,277 - 3,277 -
Corp. Market Fund through profit or loss-current
" " FSITC Taiwan Money Market Fund " * 1,311,441 20,034 - 20,034 -
- " Taishin 1699 Money Market Fund " " 1,333,007 18,005 - 18,005 -
" " Franklin Templetor Money Market " " 891,70¢ 9,202 - 9,202 -
Fund
" Common Stock Taiwan Cement Corp. " Financial assets at fair value 478,841 16,951 - 16,951 -
through other comprehensive
income-current
ECOVE Miaoli Encrgy Fund FSIC Taiwan Money Market Fund " Financial assets at fair value 65,579 1,002 - 1,002 -
Ceroration throuch pvrofit or loss-current
" Taishin 169% Motey Market Fuiyd " " 518,246 7,000 - 7,000 -
" " Franklin Templetion Sinoam Money " " 581,852 6,005 - 6,005 -

Market Fund

Note 1: Marketable sceurities in the table refer to stocks, bonds, beneficiary certificates and other related derivative securities within the scope of IFRS 9 *Financial instrumenis'.

Note 2: Leave the column blank if the issuer of marketable securities is non-related party.
Note 3: Fill in the amount after adjusted at fair value and deducted by accumulated impairment for the marketable securities measured at fair value; fill in the acquisition cost or amortised cost deducted by accumulated impairment for the marketable securitics

Note 4: The number of shares of scourities and their amounts pledged as security or pledged for leans and their restrictions on use under some agreements should be stated in the footnote if the securities presented herein have such conditions,
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ECOVE ENVIRONMENT CORPORATION
Acquisition or sale of the same security with the accumulated cost exceeding $300 million or 20% of the Company’s paid-in capital
For the year ended December 31, 2018

Table 4 Expressed in thousands of NTD
(Except as otherwise indicated)
Relationship Addition Disposal Balance as at December 31,
Marketable with Balance as at January 1, 2018 (Note 3) (Note 3) 2018
securities General Counterparty  the investor  Number of Number of Number of Gain (loss)on  Number of
Investor (Note 1) ledger account (Note 2) (Note 2) shares Amount shares Amount shares Selling price  Book value disposal shares Amount

ECOVE Franklin Templcton Financial assets at - - 18,013,095 $ 185030 13,613,507 $ 140,000 31,626,602 § 325408 § 325030 $ 378 - 8 -

Envirorunental Sinoam Money Market  fair value through

Services Corp. Fund profit or loss

ECOVE Miaoli  FSITC Taiwan Money " - - 230,205 3,500 9.411,595 143,500 9,576,221 146,022 145,999 23 65,579 1,001

Energy Market Fund

Corperalion

ECOVE ECOVE Solar Encrgy Long-term equity  Gintech Engrgy Other related 28,269,632 J1LI4 34,975,820 532.213(notes) - - - - 63,245,452 843,327

Environment Corporation investments Coup. party

Corp. accounted for using

equity method

Note 1: Marketable securities in the table refer (o stocks, bonds, beneficiary certificates and other related derivative securities.
Note 2: Fill in the columns the counterparty and relationship if securities are accounted for using the equity method; otherwise leave the coluemns blank.
Note 3: Apgregate purchases and sales amounts should be caleulated separmately at (ieir market values to verify whether they individually reach NT$300 million or 20% of paid-in capital or more.
Note 4: Paid-in capital referred to herein is the paid-in capital of parent company, In the case that shares were issued with no par valug or a par value other than NT$10 per share, the 20 % of paid-in capital shall be replaced by 10% of equity

attributable to owners of the parent in the calculation,
Note 5: In September 2018, the Company increased its investment in ECOVE Solar Enerpy Corporation in the amount of $482,884. The investment gain and adjustment to net assets, including the remeasurement of the original shares owned, totalling $49,329.
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ECOVE ENVIRONMENT CORPORATION
Purchases or sales of goods from or to related parties reaching NT$100 miltion or 20% of paid-in capital or more
For the year ended December 31, 2018

Table § Expressed in thousands of NTD
[Except as olherwise indicated)
Differences in transaction terms
compared to third party
Transaction transaclions Notes/accounts receivable (payable)
Percentage of Percentage of
Relationship with the  Purchases total purchases total notes/accounits
Purchaser/seller Counterparty counterparty [sales) Atngunt (sales) Credit term Unit price Credit term Balance receivable {payable)  Fooinote
ECOVE Wujih Energy Corp. ECOVE Waste Management Affiliate (Waste disposal (§ 382,669} ( 54% ) 30 days quarterly No significant difTerence s 69,964 27% _
Corp. revenue}
" ECOVE Environment " Cost of services 236,890 | 45% ) o " ( 83,809} ( 97% ) -
Setvices Corp.
ECOVE Environment ECOVE Waste Management " {Operating  ( 572,562) ( 7% } " " 100,417 14% -
Services Corp. Corp. revenue)
" ECGVE Wujih Energy Corp. " " { 236,890) ( % ) " " 83,809 11% _
* ECOVE Miaoli Energry " " { 149,943} ( 4% ) " " 23,224 1% -
Corp.
" ECOVE Solvent Recycling " Service revenue ( 108,464) ( 3% ) » " 38,491 5% -
Corposation
" CTCI Chemicals Corp. " Purchase 141,821 5% " " { 18,332} { 4% ) -
ECOVE Waste Management ECOVE Environment " Waste disposal 572,562 51% " N { 100,417y ( 57% ) -
Corp. Services Corp, cost
" ECQOVE Whujih Energy Corp. " " 382,669 34% " " { 69,964) ( 40% ) -
ECOVE Miaoli Energy ECOVE Environment " Cost of services 149,943 92% v " ( 23,224} ( 100% ) -
Cormp. Services Corp.
ECOVE Sclvent Recycling ECOVE Environment " " 108,464 Note 4 " " { 38,491) ( 100% ) -
Corporation Services Corp.

Note |: I terms of related-party transactions are different frem third-party transactions, explain the differences and reasons in the ‘Unit price” and *Credit term columns.

Note 2: Tn case related-party transaction terms involve advance receipts (prepayments} fransactions, explain in the footnote the reasons, contractual provisions, related amounts, and dilferences in types of transactions compared to

third-party transactions.

Note 3: Paid-in capital referred to herein is the paid-in capital of parent company. In the case that shares were issued with no par value or a par value other than NTS$10 per share, the 20 % of paid-in capital shall be replaced by 10% of cquity
attributable to owners of the parent in the calculation.

Note 4: Cost of services for ECOVE Solvent Recycling Corporation is shown as property, plant and equipment.
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ECOVE ENVIRONMENT CORPORATION
Receivables from related parties reaching NT$100 million or 20% of paid-in capital or more
December 31, 2018
Table 6 Expressed in thousands of NTD

(Except as otherwise indicated)

Balance as al Amount collected
Relationship December 31, 2018 Overdue receivables subsequent to the Allowance for
Credilor Counterparty with the counterparty (Note 1) Turnover rate Amount Action taken balance sheet dale doubtful accounts
ECOVE Environtnent Services ECOVE Waste Management Corp. Affiliate 3 100,417 577 - " - -

Corp.

Nete 1: Fill in separately the balances of accounts receivable-related parties, notes receivable-related partics. other receivables—related parties....
Note 2: Paid-in capital referred to herein is the paid-in capital of parent company. In the case that shares were issued with no par value or a par value other than NT$10 per share, the 20 % of paid-in capital shall be replaced
by [0% of equity attributable to owners of the parent in the calculation.
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ECOVE ENVIRONMENT CORPORATION
Significant inter-company transactions during the reporting period
For the year ended December 31, 2018

Table 7 Expressed in thousands of NTD
(Except as otherwise indicated}
Transaction
Number Relationship Percentage of consolidated total operating
{Note 1) Company name Counterparty (Note 2) General ledger account Amount Transaction terms revenues or total assets (Note 3)

0 ECOVE Environment Corp. ECOVE Solar Energy Corporation 1 Other receivables $ 91,466 30 days quarterly 1.01%

1 ECOVE Wujih Energy Corp. ECOVE Waste Management Corp, 3 QOperatinyg revenue 382,669 " 7.89%

1 " " " Accounts receivable 69,964 " 0.77%

2 ECOVE Environment Services Corp. ECOVE Wuijih Energy Corp. " Operating revenue 236,890 " 4.89%

2 " ECOVE Miaoli Energy Corp. " * 149,943 " 3.09%

2 " ECOVE Waste Management Corp. " " 572,562 " 11.81%

2 " ECOVE Solvent Recycling Corporation " " 108,464 " 2.24%

2 " SINOGAL-Waste Services Co., Ltd. " * 68,070 " 1.40%

2 " ECOVE Environment Consulting Corp. " " 55,274 " 1.14%

2 " ECOVE Waste Management Corp. " Accounts receivable 100,417 " 1.11%

2 " ECOVE Wujih Energy Corp. " " 83,809 " 0.92%

2 " ECOVE Miaoli Energy Corp. " " 23,224 " 0.26%

2 " ECOVE Solvent Recyeling Corporation " " 38,491 " 0.42%

2 " SINOGAL-Wasle Services Co., Lid. " " 31,738 " 0.35%

2 " ECOVE Environment Consulting Corp. " " 48,223 " 0.53%

3 SINOGAL-Waste Services Co., Ltd. ECOVE Environment Services Corp. " Qperating revenue 50,229 " 1.04%

3 " " " Accounts receivable 21,254 " 0.23%

Note 1: The numbers filled in for the transaction company in respect of inter-company transactions are as follows:

(1)Parent company is ‘0",

(2)The subsidiaries are numbered in order starting from *1°.

Note 2: Relationship between transaction company and counterparty is classified into the following three categories; fill in the number of category each case belongs to (If transactions between parent company and subsidiaries or between
subsidiaries refer to the same lransaction, it is not required to disclose twice. For example, if the parent company has already disclosed its transaction with a subsidiary, then the subsidiary is not required to disclose the transaction;
for transactions between (wo subsidiaries, if one of the subsidiaries has disclosed the iransaction, then the other is not required to disclose the transaction.):

(1)Parent company to subsidiary.
(2)Subsidiary to parent company.
{3)Subsidiary to subsidiary.

Note 3: Regarding percentage of transaction amount to consolidated total operating revenues or total assets, it is computed based on period-end balance of transaction to consolidated total assets for balance sheet accounts and based on
accumulated transaction amount for the period to consolidated total operating revenues for income statement accounts.
Note 4: The Company may decide to disclose or not to disclose transaction details in this table based on the Materiality Principle.
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ECOVE ENVIRONMENT CORFPORATION
Information on investees
For the year ended December 31, 2018

Table 8 Expressed in thousands of NTD
(Except as othenwise indicated)
Initial investment amount Shares held as at December 31,2018
Net profit (loss)
Balance as at of the investee for the  Investment income(loss) recognised
Main business Balance as at December 31, year ended by the Company for the year ended
Investor Investee Location activities December 31, 2018 2017 Number of shares Ownership (%) Book value December 31, 2018 December 31, 2018 Footnote

ECOVE ECOVE Wujih  Taiwan Waste services S 425,085 3 425,085 29,400,000 98.00% § 1,242,060 $ 275,512 270,002 A subsidiary
Environiment Energy Corp. equipment installation,
Corp. co-genenation, waste

services and other

envirgmmental services,

elc.
ECOVE ECOVE Taiwan Refuse incineration 339,921 339,921 14,065,936 93.15% 895,799 367.025 341,469 A subsidiary
Environment Envirenment plant’s aperation,
Corp. Services Corp. machinery and

equipment

maintenance ete,
ECOVE ECOVE Waste Taiwan Waste services, 20,000 20,000 2,000,000 100.00% 113,462 58.674 58,674 A subsidiary
Environment Management equipment and
Corp. Corp. mechanical

installation, waste

clear, international

trade and other

environmental services,

ete.
ECOVE ECOVE Taiwan Waste services 1,012,483 1,012,483 56,249,000 74.999% 1,003,951 129,055 96,790 A subsidiary
Environment Miaoli Energy equipment instatlation,
Corp. Carp. co-genetation, waste

services and other

environmental services,

ete.
ECOVE Yuan Ding Taiwan Waste services, waste 27,000 27,000 2,700,000 60.00% 23,543 78 47 A subsidiary
Environment Resources clean, other
Comp. Corp. environmental services,

and environmental

pollution services, etc.
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Initial investment amount

Shares held as at December 31, 2018

Balance as at

Net profit {loss)

of the investee for the  Investment income(loss) recognised

Main business Balance as at December 31, year ended by the Comgrany for the year ended
Investor Investee Location activities December 31, 2018 2017 Number of shares Ownership (%) Book value December 31, 2018 December 31, 2018 Footnote
ECOVE Boretech Cayman Share holding and 3 309489 $ 309,489 13,333,333 20.00% $ 292,168 § 2,188 % 554 An investee under
Environment Resource Island  investment. equity method
Cormp. Recovery
Engincering
Co.. Lid,
{Cayman)
ECOVE ECOVE Solar Taiwan Energy lechnology 762,349 279,465 63,245,452 100.00% 854,787 43,423 27,700 A subsidiary
Environment Energy services etc.
Corp. Cuarporation
ECOVE EVER ECOVE Taiwan Waste scrvices, waste 50,000 - 5,000,000 500% 49,336 ( 13,285) ( 664) An investee under
Environment Corporation clean and co- equity method
Corp. generation
ECOVE ECCVE Taiwan Operating basic 86,480 - 8,059,000 89.99% 80,168 ( 7,015} ( 6,312) A subsidiary
Environment Solvent chemical industry and
Corp. Recycling manufacture of other
Corporation chemical products
ECOVE ECOVE Wujih Taiwan Waste services 6,000 6,000 600,000 2.00% 25,348 275,512 5510 Adffiliate
Environment Energy Cormp. equipment installation,
Services Corp, co-generation, waste
services and other
environmental services,
efe.
ECOVE CTCI Taiwan Industrial chemicals’ 24,851 24,851 1.910,241 26.9048% 64,214 58,813 15,824 Affiliate
Environment Chemicals wholesale
Services Corp.  Corp. manufacturing and
retail,
ECOVE ECOVE Taiwan Waste services 13 13 1,000 0.008% 18 129,055 2 Affiliate
Environment Miaoli Energy equipment installation,
Services Corp.  Corp. co-generation, waste
services and other
environmental services,
efc.
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Initial investment amount

Shares hetd as at December 31,2018

Net profit (loss)
of the investee for the

Balance as at Investment income(loss) recogmised
Main business Balance as at December 31, year ended by the Company for the year ended
Investor Investee Location activilies December 31, 2018 2017 Number of shares Ownership (%) Book value December 31, 2018 Becember 31, 2018 Footnote

ECOVE SINOGAL- Macau Management of waste  § 4964 § 4,964 - 3000% S 57,921 3 167,024 § 50,107 A subsidiary
Environment Waste Services recycling site and
Services Corp.  Co,, Ltd. maintenance of related

mechanical and

equiptnent ete.
ECOVE ECOVE Taiwan Operating basic 10 - 1,000 0.01% g { 7.957) ( 2) Affiliate
Environment Solvent chemical industry and
Services Corp.  Recycling manufacture of other

Comporation chemical products

ECOVE Waste ECOVE Taiwan Refuse incineration 53 53 1,000 0.01% 64 367,025 23 Affiliate
Management Envirgnmental plant’s operation,
Com. Services Corp. machinery and

equipment

maintenance.gtc.
ECOVE Waste  Yuan Ding Taiwan Waste services, waste 18,000 18,000 1,800,000 40.00% 15,695 78 31 A subsidiary
Management Resources clean, other
Corp. Corp. envirgnmental services,

and environmental

pollution services, elc.
ECOVESolar ECOVE Solar Taiwan Energy technology 180,000 §80,000 18,000,000 100.00% 204,061 18,678 18,678 A subsidiary
Energy Power services etc.
Corporation Corporation
ECOVE Solar ECOVE Taiwan Energy technolagy 7.500 7,500 750,000 100.00% 8,737 719 719 A subsidiary
Energy Central services elc,
Corporation Corporation

Ltd.
ECOVESolar ECOVE South Taiwan Energy technology 16,500 6,500 1,650,000 100.00% 17,969 918 918 A subsidiary
Energy Comporation services efe.
Corporation Lid.
ECOVESolar G.D. U.S.A. Energy technology 189,197 189,197 - 100.00% 368,589 27,685 27,927 A subsidiary
Energy Intermational, services ete.
Corporation LLC.
G.D. Lumberton U.S.A. Energy technology 189,197 189,197 - 100.00% 367,710 27,685 27,685 A subsidiary
International, Solar W2-090, services ete.
LLC. LLC
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ECOVE ENVIRONMENT CORPORATION
Inforination on investments in Mainland China

For the year ended December 31, 2018

Table 9 Expressed in thousands of NTD
{Except a5 otherwise indicated)

Accumuaag

Accumulated Accumulated amount
amousut of Amount remilied from Taiwan to amount Qwnership  Investment incoine of investment
remittance from Mainland China/ Amount of remittance held by (loss) recognised  Book valuc of income
Taiwan to remitted back to Taiwan for the from Taiwanio  Net income of the by the Company investments in  remitted back to
Invesiment Mainland China  year ended December 31,2018  Mainland China  investec asof  Company for the year ended Mainland China  Taiwan as of
method asof January 1,  Remitted to  Remitted back as of December December 31, (ditector December 31,2018 asof December December 31,
Investes in Mainland China ~ Main business activities Paid-in capital (Nete L} 2018 Mainland China 10 Taiwan 31,2018 2018 indirect) (Note 2(2)B) 31,2018 2018 Footnote
ECOVE Environment Technical development, $ 4,147 1 ] 4,147 - - 5 4,147 6,720 93.16% 3§ 65260 % 12,355 § 8,112 "
Consulting Corp. advisory and service in
environmental field;
environmental pollution
control equipment and
related parts wholesale,
impart and export, etc.
Accumulated amount of  Investment amount approved by Ue
remiltance from Taiwan to Envestment Commission of the Ceiling on investments in
Maintand China Ministry of Economic Affairs Mainland China imposed by the
Company name as of December 31, 2018 {MOEA) Investment Commission of MOEA
ECOVE Envionment Corp.  § 4147 % 4,147 8 2,926,943

Note 1: Investment methods are classified into the following three categories; fill in the number of category each case belongs io:
(1)Directly invest in a company in Mainland China,
(2)Through investing in an existing company in the third arca, which then invested in the investee in Mainland China.
(3)Others
Note 2: In the *Investment income (loss) recognised by the Company for the year ended December 31, 2018 column:
(13t should be indicaied if the investee was still in the incorporation arrangements 2nd had not yet any profit during this period.
(2)Indicate the basis for investment income (loss) recogmition in the number of one of the following three categories:
A. The financial statements that are altested by intemational accounting firm which has cooperative relationship with accounting finn in R.O.C.
B. Investment income (loss) of non-significant subsidiaries was recogmized based on the audited financial statements.
C. Others.
Note 3: The numbers in this table are expressed in New Taiwan Dollars,
Note 4: Invested by ECOVE Environtnent Services Corp.
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ECOVE ENVIRONMENT CORPORATION
Significant transactions conducted with investees in Mainland China directly or indirectly through other companies in the third areas
For the year ended December 31, 2018
Expressed in thousands of NTD

{Except as otherwise indicated)

Provision of

Accounts receivable endorsements/guarantees
Sale (purchase) Property transaction (payable) or collaterals Financing
Balance at Balance at Maximum balance during Interest during the year
Investee in Mainland December 31, December 31, the year ended Balance at period ended
China Amount % Amount % 2018 % 2018 Purpose December 31,2018 December 31,2018  Interesttate  December 31, 2018 Others
ECOVE Environment  $ 55,274  1.62% - - $ 48,223 6.53% - - - - - - -

Consulting Corp.
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