






 



 



 



 



 



 



 



 



 



 



Independent Auditors’ Report

To the Board of Directors of Arcadyan Technology Corporation:

Opinion

We have audited the consolidated financial statements of Arcadyan Technology Corporation and its subsidiaries
(“ the Group” ), which comprise the consolidated balance sheets as of December 31, 2019 and 2018, the
consolidated statements of comprehensive income, changes in equity and cash flows for the years then ended,
and notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as of December 31, 2019 and 2018, and its consolidated financial
performance and its consolidated cash flows for the years then ended in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and with the International Financial
Reporting Standards (“IFRSs”), International Accounting Standards (“IASs”),  Interpretations developed by the
International Financial Reporting Interpretations Committee (“ IFRIC”) or the former Standing Interpretations
Committee (“SIC”) endorsed and issued into effect by the Financial Supervisory Commission of the Republic of
China.

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the consolidated financial statements of the 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, and we do not
provide a separate opinion on these matters. We have determined the matters described below to be the key
audit matters to be communicated in our report.

1. Inventory valuation

Please refer to Note (4)(h) and Note (5) for the accounting policy of inventory valuation, as well as the
estimation and assumption uncertainly of the valuation of inventory, respectively. Information regarding the
inventory is shown in Note (6)(f) of the consolidated financial statements.

Telephone  + 886 (2) 8101 6666 
Fax  + 886 (2) 8101 6667 
Internet  kpmg.com/tw 

KPMG 
11049 5 7 68 ( 101 )

68F., TAIPEI 101 TOWER, No. 7, Sec. 5,
Xinyi Road, Taipei City 11049, Taiwan, (R.O.C.)
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Description of key audit matters:

Inventory is measured at the lower of cost and net realizable value. The Group is primarily engaged  in the
research, development, manufacture and sale of wireless networking products, integrated access devices, and
digital home and mobile office multimedia gateway products. The significant change in supply and
competitive market of demand may cause fluctuation in product price. Consequently, the book value of
inventory may exceed its net realizable value. Therefore, the valuation of inventory is one of the key audit
matters.

How the matter was addressed in our audit:

Our principal audit procedures included : assessing the rationality of the Group’s accounting policies, such
as the policy of provision for inventory loss due to price decline, obsolete, and slow moving inventories;
inspecting the Group’ s inventory aging reports’  accuracy and analyzing the changes of inventory aging
which are in accordance with the Group’s accounting policies; sampling and inspecting the Group’s sales
price, as well as verifying the calculation of the lower of cost or net realizable value; and assessing the
disclosure of provision for inventory valuation and obsolescence was appropriate.

2. Provisions

Please refer to Note (4)(n) and Note (5) for the accounting policy of provisions, as well as the estimation and
assumption uncertainly of provisions, respectively. Information regarding the provisions is shown in Note
(6)(o) of the consolidated financial statements.

Description of key audit matters:

Assessment of provisions is subject to significant judgment and estimation from management. Accounting
assumption is based on the historical experience of provision expenses as a percentage of sales.

 How the matter was addressed in our audit:

Our principal audit procedures included : understing the method of estimation of provision, the sources of
the data; confirming the policy of Group whether it is in accordance with the accounting principles;
confirming whether the accounting estimates were conducted and the disclosure of provision was
appropriate; performing retrospective testing for the amount of provision, testing the method of estimation,
and recalculating the rationality of amount of provision.

Other Matter

Arcadyan Technology Corporation has prepared its parent-company-only financial statements as of and for the
years ended  December 31, 2019 and 2018, on which we have issued an unmodified opinion. 

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities Issuers and with
the IFRSs, IASs, IFRC, SIC endorsed and issued into effect by the Financial Supervisory Commission of the
Republic of China, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud
or error.
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In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Group or to cease operations, or
has no realistic alternative but to do so.

Those charged with governance (including the Audit Committee) are responsible for overseeing the Group’ s
financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the auditing standards generally accepted in the Republic of China will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the 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 auditing standards generally accepted in the Republic of China, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also:

1. Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’ report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

6. Obtain sufficient and appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated  financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely responsible
for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditors’  report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’  report are Kuan-Ying Kuo and
Hsin-Fu Yen.

KPMG

Taipei, Taiwan (Republic of China)
March 17, 2020

Notes to Readers

The accompanying consolidated financial statements are intended only to present the consolidated financial position, financial
performance and cash flows in accordance with the accounting principles and practices generally accepted in the Republic of China and
not those of any other jurisdictions. The standards, procedures and practices to audit such consolidated financial statements are those
generally accepted and applied in the Republic of China.

The independent auditors’ audit report and the accompanying consolidated financial statements are the English translation of the Chinese
version prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the English
and Chinese language independent auditors’ audit report and consolidated financial statements, the Chinese version shall prevail.
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Independent Auditors’ Report

To the Board of Directors of Arcadyan Technology Corporation:
Opinion

We have audited the financial statements of Arcadyan Technology Corporation(“ the Company” ), which
comprise the balance sheets as of December 31, 2019 and 2018, the statements of comprehensive income,
changes in equity and cash flows for the years then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2019 and 2018, and its financial performance and its 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 Governing Auditing and Certification of
Financial Statements by Certified Public Accountants”  and the auditing standards generally accepted in the
Republic of China. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the
Company in accordance with the Certified Public Accountants Code of Professional Ethics in Republic of China
(“the Code”), and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis of our opinion.

Key Audit Matters

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

1. Inventory valuation

Please refer to Note (4)(g) and Note (5) for the accounting policy of inventory valuation, as well as the
estimation and assumption uncertainly of the valuation of inventory, respectively. Information regarding the
inventory is shown in Note (6)(f) of the financial statements.

Telephone  + 886 (2) 8101 6666 
Fax  + 886 (2) 8101 6667 
Internet  kpmg.com/tw 

KPMG 
11049 5 7 68 ( 101 )

68F., TAIPEI 101 TOWER, No. 7, Sec. 5,
Xinyi Road, Taipei City 11049, Taiwan, (R.O.C.)
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Description of key audit matters:

Inventory is measured at the lower of cost and net realizable value. The Company is primarily engaged  in
the research, development, manufacture and sale of wireless networking products, integrated access devices,
and digital home and mobile office multimedia gateway products. The significant change in supply and
competitive market of demand may cause fluctuation in product price. Consequently, the book value of
inventory may exceed its net realizable value. Therefore, the valuation of inventory is one of the key audit
matters.

How the matter was addressed in our audit:

Our principal audit procedures included : assessing the rationality of the Company’ s accounting policies,
such as the policy of provision for inventory loss due to price decline, obsolete, and slow moving
inventories; inspecting the Company’ s inventory aging reports’  accuracy and analyzing the changes of
inventory aging which are in accordance with the Company’s accounting policies; sampling and inspecting
the Company’s sales price, as well as verifying the calculation of the lower of cost or net realizable value;
and assessing the disclosure of provision for inventory valuation and obsolescence was appropriate.

2. Provisions

Please refer to Note (4)(n) and Note (5) for the accounting policy of provisions, as well as the estimation and
assumption uncertainly of provisions, respectively. Information regarding the provisions is shown in Note
(6)(n) of the financial statements.

Description of key audit matters:

Assessment of provisions is subject to significant judgment and estimation from management. Accounting
assumption is based on the historical experience of provision expenses as a percentage of sales.

 How the matter was addressed in our audit:

Our principal audit procedures included : understanding the method of estimation of provision, the sources of
the data; confirming the policy of Company whether it is in accordance with the accounting principles;
confirming whether the accounting estimates were conducted and the disclosure of provision was
appropriate; performing retrospective testing for the amount of provision, testing the method of estimation,
and recalculating the rationality of amount of provision.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the 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 financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’ s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so.

Those charged with governance (including members of the Audit Committee) are responsible for overseeing the
Company’s financial reporting process.
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Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

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

As part of an audit in accordance with auditing standards generally accepted in the Republic of China, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also:

1. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the 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 auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditors’ report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

6. Obtain sufficient and appropriate audit evidence regarding the financial information of the investment in
other entities accounted for using the equity method to express an opinion on this financial statements. We
are responsible for the direction, supervision and performance of the audit. We remain solely responsible for
our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation precludes public disclosure
about the matter or when, in 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.

The engagement partners on the audit resulting in this independent auditors’  report are Kuan-Ying Kuo and
Hsin-Fu Yen.

KPMG

Taipei, Taiwan (Republic of China)
March 17, 2020

Notes to Readers

The accompanying parent company only financial statements are intended only to present the  financial position, financial performance
and cash flows in accordance with the accounting principles and practices generally accepted in the Republic of China and not those of
any other jurisdictions. The standards, procedures and practices to audit such parent company only financial statements are those
generally accepted and applied in the Republic of China.

The independent auditors’ audit report and the accompanying parent company only financial statements are the English translation of the
Chinese version prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the
English and Chinese language independent auditors’ audit report and parent company only financial statements, the Chinese version shall
prevail.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
ARCADYAN TECHNOLOGY CORPORATION AND SUBSIDIARIES

Consolidated Statements of Cash Flows
For the years ended December 31, 2019 and 2018
(Expressed in Thousands of New Taiwan Dollars)

2019 2018
Cash flows from (used in) operating activities:

Profit before tax $ 1,702,824 1,118,024
Adjustments:

Adjustments to reconcile profit (loss):
Depreciation expense 393,265 218,519
Amortization expense 34,853 29,517
Expected credit loss (gain) (7,442) 30,323
Interest expense 56,561 36,447
Interest income (70,899) (43,129)
Net loss (profit) on financial assets or liabilities at fair value through profit or loss 1,383 3,064
Share-based payments transactions 125,393 32,743
Share of profit of associates and joint ventures accounted for using equity method (2,172) (42,789)
Gain on disposal of property, plant and equipment (10,870) (2,017)
Gain on disposal of investments accounted for using equity method - (2,122)

Total adjustments to reconcile profit (loss) 520,072 260,556
Changes in operating assets and liabilities:

Net loss (gain) on financial assets or liabilities mandatorily measured at fair value through profit or loss (2,951) (49,563)
Increase in notes and accounts receivable (including related parties) (283,793) (543,505)
Decrease (increase) in other receivable (including related parties) (130,088) 21,078
Increase in inventories (1,410,829) (2,713,490)
Decrease (increase) in prepayments 64,032 (28,967)
Decrease (increase) in other current assets (39,567) 4,269
Increase in accounts payable (including related parties) 976,571 3,325,648
Increase in other payable (including related parties) and other current liabilities 1,290,808 544,827
Increase (decrease) in other operating liabilities 6,346 (1,190)

Total changes in operating assets and liabilities 470,529 559,107
Total adjustments 990,601 819,663

Cash inflow generated from operations 2,693,425 1,937,687
Interest received 75,707 34,449
Dividends received 24,611 25,453
Interest paid (54,699) (28,987)
Income taxes paid (242,219) (153,494)

Net cash flows from operating activities 2,496,825 1,815,108
Cash flows from (used in) investing activities:

Acquisition of financial assets at fair value through other comprehensive income (49,500) -
Proceeds from disposal of financial assets at fair value through profit or loss 25,478 -
Proceeds from disposal of investments accounted for using equity method - 15,374
Acquisition of property, plant and equipment (714,378) (338,384)
Proceeds from disposal of property, plant and equipment 18,506 3,436
Decrease (increase) in refundable deposits 22,013 (29,880)
Acquisition of intangible assets (40,704) (19,674)
Increase in other non-current assets (99,201) -

Net cash flows from (used in) investing activities (837,786) (369,128)
Cash flows from (used in) financing activities:

Increase (decrease) in short-term loans (1,300,877) 1,102,842
Issuance of convertible bonds 1,007,240 -
Repayment of lease principal (93,366) -
Cash dividends paid (677,441) (378,225)
Proceeds from issuing shares 1,080,000 -
Acquisition of ownership interests in subsidiaries - (1,803)
Change in non-controlling interests (12,777) (20,796)
Other financing activities - 99

Net cash flows from (used in) financing activities 2,779 702,117
Effect of exchange rate changes on cash and cash equivalents (30,312) 16,667
Net increase in cash and cash equivalents 1,631,506 2,164,764
Cash and cash equivalents at beginning of period 5,976,053 3,811,289
Cash and cash equivalents at end of period $ 7,607,559 5,976,053
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(English Translation of Financial Statements Originally Issued in Chinese)
ARCADYAN TECHNOLOGY CORPORATION

Statements of Cash Flows
For the years ended December 31, 2019 and 2018
(Expressed in Thousands of New Taiwan Dollars)

2019 2018
Cash flows from (used in) operating activities:

Profit before tax $ 1,574,250 1,043,393
Adjustments:

Adjustments to reconcile profit (loss):
Depreciation expense 95,588 84,551
Amortization expense 31,186 24,505
Expected credit loss (gain) (4,171) 23,542
Interest expense 15,670 12,835
Interest income (23,313) (15,321)
Net loss (profit) on financial assets or liabilities at fair value through profit or loss 1,383 3,064
Share-based payments 126,719 33,240
Share of profit of associates and joint ventures accounted for using equity method (53,550) (115,221)
Loss on disposal of property, plant and equipment (325) 150
Unrealized profit from sales 320,345 13,886

Total adjustments to reconcile profit (loss) 509,532 65,231
Changes in operating assets and liabilities:

Net loss (gain) on financial assets or liabilities mandatorily measured at fair value through profit or loss 24,942 (39,963)
Derease (increase) in notes and accounts receivable 636,128 (874,834)
Increase in accounts receivable from related parties (1,947,562) (1,439,671)
Increase in other receivable (465,725) (9,027)
Increase in inventories (929,514) (1,325,570)
Increase in prepayments (2,463) (23,469)
Decrease (increase) in other current assets (2,387) 13,322
Increase in accounts payable 1,583,698 2,964,896
Increase in other payable and other current liabilities 568,669 83,698
Decrease in other operating liabilities (1,796) (1,190)

Total changes in operating assets and liabilities (536,010) (651,808)
Total adjustments (26,478) (586,577)

Cash inflow generated from operations 1,547,772 456,816
Interest received 21,994 14,565
Dividends received 57,011 95,550
Interest paid (8,117) (12,205)
Income taxes paid (210,432) (70,550)

Net cash flows from operating activities 1,408,228 484,176
Cash flows from (used in) investing activities:

Acquisition of financial assets at fair value through other comprehensive income (49,500) -
Acquisition of investments accounted for using equity method (823,505) (280,036)
Acquisition of property, plant and equipment (70,487) (61,828)
Proceeds from disposal of property, plant and equipment 1,095 669
Increase in refundable deposits - (14,580)
Acquisition of intangible assets (39,814) (13,737)
Increase in other non-current assets (3,810) (661)

Net cash flows from (used in) investing activities (986,021) (370,173)
Cash flows from (used in) financing activities:

Increase (decrease) in short-term loans (159,830) 430,010
Cash dividends paid (677,441) (378,225)
Proceeds from issuing shares 1,080,000 -
Issuance of convertible bonds 1,007,240 -
Repayment of lease principal (6,933) -

Net cash flows from (used in) financing activities 1,243,036 51,785
Net increase in cash and cash equivalents 1,665,243 165,788
Cash and cash equivalents at beginning of period 2,795,733 2,629,945
Cash and cash equivalents at end of period $ 4,460,976 2,795,733
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