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Independent Auditors’ Report

To the Board of Directors
Eclat Textile Co., Ltd.

We have audited the accompanying balance sheets of Eclat Textile Co., Ltd. (the “Company”) as of
December 31, 2015 and 2014, and the related statements of comprehensive income, the statements of
changes in equity and the statements of cash flows for the years ended December 31, 2015 and 2014. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the "Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants" and the auditing standards generally accepted in the
Republic of China. Those regulations and standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatements. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, based on our audits, the financial statements referred to in the first paragraph present fairly
in all material respects; the financial position of Eclat Textile Co., Ltd. as of December 31, 2015 and 2014
and the results of its operations and its cash flows for the years ended December 31, 2015 and 2014, in
conformity with the Guidelines Governing the Preparation of Financial Reports by Securities Issuers.

o

Taipei, Taiwan (the Republic of China)
March 17, 2016

Notes to Readers
The accompanying financial statements are intended only to present the financial position, results of operations and cash flows in
accordance with the International Accounting Standards endorsed by Financial Supervisory Commission, R.O.C. and not those of
any other jurisdictions. The standards, procedures and practices to audit such financial statements are those generally accepted and
applied in the Republic of China.

This document is an English translation of a report originally issued in Chinese. In the event of a conflict between the English
translation and the original Chinese version, the Chinese-language accountants’ report and financial statements shall prevail.
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ECLAT TEXTILE CO., LTD.

Statements of Comprehensive Income

For the year ended December 31, 2015 and 2014
(Expressed in thousands of New Taiwan Dollars, except for earnings per share)

Net Operating revenues(note 6(I) and 7)
Operating costs (note 6(e)}(g)(i)(§)(m) and 7)
Operating profit

Operating expenses (notes 6(e)(g)(i)(i)(m) aud 7)

Selling expenses

Administrative and general expenses

Research and development expenses
Total operating expenses

Operating income
Non-operating income and expenses(note 6(bj{n)):

Other income

Other gains and losses

Financial costs .

Recognized share of profit of associates accounted for using equity method, net
Total non-operating income and expenses

Income before income tax
Less: Income tax (note 6{h))
Net income
Other comprehensive income :
Ttems that will not subsequently be reclassified to profit or loss (note 6(g))

Remeasurement of defined benefit plans
Items that will subsequently be reclassified to profit or loss (note 6(i))

Exchange difference on translation for foreign financial statements of foreign operation
Income tax expense related to items that may be reclassified subsequently {note 6(h})

Total other comprehensive income , net of income fax
Total comprehensive income for the period

Basic earnings per share(in dottars) (note 6(k))

See accompanying notes to financial statements.

2015 2014
—Amount = _% _Amount %
$ 25,508,528 100 20,821,193 100
18822300 74 15586566 __ 75
6,679,228 26 5234627 25
1,189,951 3 1,098,763 5
556,151 2 391,712 2
128,393 - 106,999 1
1.874.495 7 1,597,474 8
4,804,733 19 3,637,133 17
9,399 - 5,785 -
308,490 1 256,217 1
(602) - 14000 -
(15.852) _ - (164.840) (1
301.435 1 95,762 -
5,106,168 20 3,732,915 17
932388 4 729.396 3
4.173.780 16 3,003,519 14
6731y _ - (3.518) _ -
96,734 1 153,002 1
{16,445y _ - (26025) -
80289 1 127,067 1
73,558 1 123,549 1
$_4.247.338 17 3127068 ___ 15
$ 15.99 1151
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ECLAT TEXTILE CO., LTD.
Statements of Cash Flows

For the year ended December 31, 2015 and 2014
(Expressed in thousands of New Taiwan Dollars)

Cash flows from operating activities:
Net income before tax
Adjustments:

Income(loss) not impact cash flow

Depreciation and amortization
Reversal of bad debts
Net (gain) loss on financial assets or liabilities at fair vaiue through profit or loss
Interest expense
Interest revenue
Share-based payment awards
Shares of income or loss from subsidiaries, affiliates and joint ventures under equity
method
Gain on disposal of property, plant and equipment
Loss on disposal of investments
Total Income not impact cash flow
Changes in assets or liabilities relating to operating activities

Net changes in assets relating to operating activities

Increase in notes and accounts receivable
(Increase) decrease in inventories
(Increase) decrease in other current assets
Total net changes in assets relating to operating activities
Net changes in liabilities relating to operating activities

Tncrease (decrease) in notes and accounts payable
Increase (decrease) in other payables
Decrease in other current liabilities
(Decrease) increase in net defined liabilities
Total net changes in liabilities relating to operating activities
Total niet changes in assets or liabilities relating to operating activities
Total adjustments
Cash inflows from operating activities:
Interest received
Interest paid
Income taxes paid
Net Cash inflows from operating activities

Cash flows from investing activities:

Disposal of financial assets reported at fair value through profit or loss
Acquisition of investments under equity method
Proceeds from disposal of investments under equity method
Acquisition of property, plant and equipment
Proceeds from sales of property, plant and equipment
Increase in refundable deposits
Acquisition of intangible assets
Increase in prepayments for equipment
Dividends received
Net cash outflow from investing activities

Cash flows from financing activities:

Decrease in financial liabilities reported at fair value through profit or Toss
Increase (decrease) in guaranteed deposits recetved
Cash dividends

Net cash eutflow from financing activities

Increase in eash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

See accompanying notes to financial statements.

2015 2014
$ 5,106,168 3,732,915
218,021 192,086
(23,250) (16,203)
(3,023) 8,551

602 1,400
(6,759) (3,339)

137,199 -
15,852 164,840
(374) (1,024)
. 345
338268 346,656
(268,090) (572,245)
(595,133) 202,159
(69.205) 45.121
(932.428) {324.965)
254,362 (38,509)
144,524 (67,791)
(22,544) (30,748)
{29.016) 3.502
347.326 (133.546)
(585.102) (458.511)
(246.834) (111,855
4,859,334 3,621,060
6,759 3,339
(602) (1,400)
(757.721) (639.033)
4.107.770 2.983.966
- 6,099
(7,098) (353,237)
- 3210
(60,276) (115,403)
4326 5,646
(3,430) (134)
(5,667) (5,206)
(165.239) (163,881)
1.889 1.608
(235.495) (621.298)
(11,627) -

41,683 (11,900)
(2.087.899) (1.756.646)
(2.057.843) (1.768.546)
1,314,432 594,122
1.510.214 916.092
$__ 3324646  __ 1510214



ECLAT TEXTILE CO., LTD.
NOTES TO FINANCIAL STATEMENTS

December 31, 2015 and 2014
(Expressed in thousands of New Taiwan dollars unless otherwise specified)

1. Organization and Business

Eclat Textile Co., Ltd. (the Company) was incorporated in November 1977. The company has
established the Tashan Plant, Miao-Ii Plant and Hsichou Plant in Miao-li, Dayuan Plant in Taoyuvan. It
has mainly been involved in the manufacturing and marketing of knitwear.

On April 1, 2012, the Company merged with Being Long, with the Company being the sole surviving
entity. The main business of the Company is fabric dyeing.

2. Approval date and procedures of the financial statements

On March 17, 2016, the board of directors approved and noted the financial statements as of and for
the year ended December 31, 2015.

3. Adoption of New Standards and Interpretations

(a) The impact of adoption of new and amended standards and interpretations endorsed by the
Financial Supervisory Commissions R.O.C. ("FSC”).

The Company adopted the 2013 version of IFRSs endorsed by the FSC (excluding IFRS 9
Financial Instruments) as they issue financial statements commencing from 2015. Related new,
revised and amended standards and interpretations are listed below:

Effective date
Newly Issned/Revised Standards, Amendments, and Interpretations Announced by IASB

Amendment to IFRS 1 “Limited Exemption from Comparative [FRS 7 July 1, 2010
Disclosures for First-time Adopters” |

Amendment to IFRS 1 “Severe Hyperinflation and Removal of Fixed July 1, 2011
Dates for First-time Adopters”

Amendment to IFRS 1 “Government Loans™ January 1, 2013

Amendment to IFRS 7 “Disclosure— Transfer of Financial Assets” July 1, 2011

Amendment to IFRS 7 “Disclosure— Offsetting Financial Assets and January 1, 2013

Financial Liabilities”

IFRS 10 “Consolidated Financial Statements” January I, 2013
(With January 1,2014
as the effective date for
investment entities)

(Continued)



2
ECLAT TEXTILE CO., LTD.

Notes to Financial Statements

Effective date
Newly Issued/Revised Standards, Amendments, and Interpretations Announced by IASB

IFRS 11 “Joint Arrangements” January 1, 2013
IFRS 12 “Disclosure of Interests in Other Entities” January 1, 2013
TFRS 13 “Fair Value Measurement™ January 1, 2013
Amendment to IAS 1 “Presentation of Iterns of Other Comprehensive Income”  July i, 2012

Amendment to IAS 12 “Deferred Tax: Recovery of Underlying Assets” January 1, 2012
Amendment to IAS 19 “Employee Benefits” January 1, 2013
Amendment to JAS 27 “Separate Financial Statements” January 1, 2013
Amendment to JAS 32 “Offsetting Financial Assets and Financial Liabilities” January 1, 2014
IFRIC 20 “Stripping Costs in the Production Phase of a Surface Mine” Janvary 1, 2013

The Company had assessed that the 2013 version of the IFRS endorsed by the FSC may not have
any significant impact on the consolidated financial statements except for the following:

(1) IFRS 10 “Consolidated Financial Statements™

TAS 27 “Consolidated and Separate Financial Statements” was superseded by IFRS 10 to
establish principles for the presentation and preparation of the consolidated financial statements.
In addition, JASB renamed IAS 27 as “Separate Financial Statements”, repealed SIC 12
“Consolidation — Special Purpose Entities”, and redefined the principle of control. An investor
controls an investee when it is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.

In compliance with the above mentioned regulations, the Company has modified related
accounting policies regarding to identifying whether an investor controls an investee and
therefore must consolidate the investee.

(2) IFRS 12 “Disclosure of Interests in Other Entities”

The Company has increased disclosures on information related to the subsidiaries according to
this standard. (Please refer to Note 4{c) in 2015 consolidated financial report for details.)

(3) IFRS 13 “Fair Value Measurement”

The standard changes the definition of fair value, provides a framework for fair value
measurement, and regulates related disclosures about fair value measurement. The Company has
increased related disclosures on fair value measurement accordingly. (Please refer to Note 6(0)
for details.) In accordance with the transitional provisions of the standard, the Company has also
postponed the application of regulations on fair value measwvrement. Comparative information on
the additionally demanded disclosures is not required. Despite the postponed application of the
standard, there are no significant influences on the Company’s financial statements.

{Continued)



3
ECLAT TEXTILE CO., LTD.

Notes to Financial Statements

(4)  TAS 1 “Presentation of financial statements”

The standard amended the presentation of other comprehensive income (OCI), classifying items
presented in OCI into two categories: not subsequently reclassified to profit or Joss and
subsequently reclassified to profit or loss. The amendment also requires that the tax of OCI items
presented in untaxed amount should be presented in the two categories according to the above
requirement. Accordingly, the Company has amended the presentation of the statements of
comprehensive income, and adjusted the comparative period amounts.

(5)  IFRS 19 “Employee Benefits”

The amendments to JAS 19 require companies to calculate net interest by applying the discount
rate to the net defined benefit liability or asset to replace the interest cost and the expected return
on planned assets used in current IAS 19.

In addition, the amendments require all remeasurement of defined benefit plan (including
actuarial gains and losses) be recognized immediately through other comprehensive income,
eliminating the accounting treatment of the corridor approach and the immediate recognition of
actuarial gains and losses to profit or loss when it is incurred.

Past service cost, on the other hand, should be expensed immediately when it is incurred and
should no longer be amortized over the average period before vesting on a straight-line basis. In
addition, the amendments also require a broader disclosure in the defined benefit plans.

Termination benefit is recognized as a liability and expensed at the earlier of the date when the
entity can no longer withdraw the offer of the termination benefits and the date when the entity
recognizes related restructuring costs.

In compliance with the above mentioned regulations, the Company has modified related
accounting policies regarding net defined obligation, pension costs and measurement and
presentation of actuarial gains and losses.

(b) New standards and interpretations issued by the IASB but not yet endorsed by the FSC

New, revised and amended standards and interpretations for IFRSs issued by the IASB but not yet
endorsed by the FSC are as follows:

Effective date

New, Revised Standards, Amendments and Interpretations Announced by IASB
IFRS 9 “Financial Instruments™ January 1, 2018
Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets Not yet been announced

Between an Investor and its Associate or Joint Venture” by IASB

Amendments to IFRS 10, IFRS 12, and IAS 28 “Investment Entities: January 1, 2016
Applying the Consolidation Exception”

{Continued)



4
ECLAT TEXTILE CO., LTD.

Notes to Financial Statements

New, Revised Standards, Amendments and Inferpretations

Effective date
Announced by IASB

Amendment to IFRS 11 “Accounting for Acquisitions of Interests in Jannary 1, 2016
Joint Operations”

IFRS 14 “Regulatory Deferral Account” January 1, 2016

IFRS 15 “Revenue from Contracts with Customers” January 1, 2018

IFRS 16 “Leases™ January 1, 2019

Amendment to IAS 1 “Disclosure Initiative™ January 1, 2016

Amendment to TAS 7 “Disclosure Initiative™ January 1, 2017

Amendment to IAS 12 “Recognition of Deferred Tax Assets for January 1, 2017
Unrealized Losses™

Amendment to IAS 16 and IAS 38 “Clarification of Acceptable January 1, 2016
Methods of Depreciation and Amortization”

Amendments to IAS16 and IAS 41 “Bearer Plants” January 1, 2016

Amendments to IAS 19 “Defined Benefit Plans: Employee July 1, 2014
Confributions”

Amendments to IAS 27 “Equity Method in Separate Financial January 1, 2016
Statements™

Amendment to TAS 36 “ Recoverable Amount Disclosures for January 1, 2014
Non-financial Assets™

Amendment to TAS 39 “ Novation of Derivatives and Continuation of  January I, 2014
Hedge Accounting”

Annual Improvements Cycle 2010-2012 and 2011-2013 July 1, 2014

Annual Improvements to IFRSs 2012-2014 Cycle January 1, 2016

Amendments to IFRIC Interpretation 21 “Levies” January 1, 2014

The Company is evaluating the impact on its financial position and financial performance of the
initial adoption of above mentioned standards or interpretations. The results thereof will be
disclosed when the Company completes its evaluation.
4. Significant Accounting Policies
The significant accounting policies presented in the financial statements are summarized as follows.
Except for note3, the following accounting policies were applied consistently through all reporting
periods presented in the financial statements.

{a) Staternent of compliance

The financial statements have been prepared in accordance with the Regulations Governing the
Preparation of Financial Reports by Securities Issuers.

{Continued)



5
ECLAT TEXTILE CO., LTD.

Notes to Financial Statements

(b) Basis of preparation
(1) Basis of measurement

The financial statements have been prepared on the historical cost basis except for the
following material items in the statement of financial position.

(i) Financial instruments measured at fair value through profit or loss are measured at fair
value (including derivative financial instruments).

(ii) The net defined benefit liabilities (assets) are measured at the fair value of the plan assets,
less the present value of the defined benefit obligation and upper limit impacts mentioned
in note 4(m).

(2) Functional and presentation currency

The functional currency of the Company is determined based on the primary economic
environment in which the entities operate. The financial statements are presented in New
Taiwan Dollar, which is the Company’s functional currency. All financial information
presented in New Taiwan Dollar has been rounded to the nearest thousand.

(¢) Foreign curtency
(1) Foreign currency transaction

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

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair
value are retranslated to the functional currency at the exchange rate at the date the fair value
was determined. Non-monetary items in a foreign currency that are measured based on
historical cost are translated using the exchange rate at the date of transaction.

(2) Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising on acquisition, are translated to the Company’s functional currency at exchange rates at
the reporting date. The income and expenses of foreign operations, excluding foreign
operations in hyperinflationary economies, are translated to the Company’s functional currency
at average rate. Foreign currency differences are recognized in other comprehensive income,
and presented in the foreign currency translation reserve (translation reserve) in equity.
{Continued)



6
ECLAT TEXTILE CO., LTD.

Notes to Financial Statements

‘When a foreign operation is disposed of such that control, significant influence or joint control
is lost, the cumulative amount in the translation reserve related to that foreign operation is
reclassified to profit or loss as part of the gain or loss on disposal. When the Company disposes
any part of its interest in a subsidiary that includes a foreign operation while retaining control,
the relevant proportion of the cumulative amount is reattributed to non-controlling interest,
When the Company disposes only part of investment in an associate of joint venture that
includes a foreign operation while retaining significant or joint control, the relevant proportion
of the cumulative amount is reclassified to profit or loss,

When the settlement of a monetary item receivable from or payable to a foreign operation is
neither planned nor likely in the foreseeable future, foreign currency gains and losses arising
from such items are considered to form part of a net investment in the foreign operation and are
recognized in other comprehensive income, and presented in the translation reserve in equity.
(d) Classification of current and non-current assets and liabilities

An entity shall classify an asset as current, an entity shall classify all other assets as non-current:

(1) Tt expects to realize the asset, or intends to sell or consume it, in its normal operating cycle;

(2) It holds the asset primarily for the purpose of trading;

(3) It expects to realize the asset within twelve months after the reporting date; or

(4) The asset is cash and cash equivalent unless the asset is restricted from being exchanged or
used to settle a liability for at least twelve months after the reporting period.

An entity shall classify a liability as cwrent, an entity shall classify all other liabilities as
non-current:

(1) It expects to settle the liability in its normal operating cycle;

(2) It holds the liability primarily for the purpose of trading;

(3) The liability is due to be settled within twelve months after the reporting period; or

(4) It does not have an unconditional right to defer settlement of the liability for at least twelve
months after the reporting period. Terms of a liability that could, at the option of the

counterparty, result in its settlement by the issue of equity instruments do not affect its
classification.

(Continued)
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ECLAT TEXTILE CO., LTD.

Notes to Financial Statements

(e) Cash and cash equivalents

®

Cash comprise cash on hand and cash in bank. Cash equivalents are 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. Term deposits that meet the above requirements and are held
for the purpose of meeting short-term cash commitments rather than for investment or other
purposes are classified under cash equivalents.

Financial instruments

Financial assets and financial liabilities are initially recognized when the Company becomes a
party to the confractual provisions of the instruments.

(1) Financial assets

The Company classifies financial assets into the following categories: financial assets at fair
value through profit or loss, loans and receivables.

() Financial assets at fair value through profit or loss

Financial assets classified under this category are mainly the financial assets
held-for-trading or financial assets reported at fair value through profit or loss.

The purposes of financial assets held-for-trading are for repurchasing or selling in
short-term.

Under the following conditions, financial assets will be recognized as financial assets
reported at fair value through profit or loss

i) Measurement and recognition varies because of the elimination or material reduction of
gain or loss with different measurement basis for assets and liabilities.

it) Financial assets measured at fair value.
i) Mixed instruments with embedded derivatives.

At initial recognition, financial assets classified under this category are measured at fair
value. Attributable transaction costs are recognized in profit or loss as incurred. Subsequent
valuation is measured at fair value and changes therein (including dividend and interest
income) are recognized in profit or loss. A regular way purchase or sale of financial assets
is recognized and derecognized, as applicable, using trade-date accounting.

If this type of financial assets is classified as equity investment that does not have any
quoted market price in an active market and the fair value cannot be measured reliably, this
type of financial assets is measured at cost after deducting impairment loss and is reported
under “financial assets measured at cost”.

{Continued)
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(ii) Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not
quoted in an active market. Loans and receivables comprised trade receivables and other
receivables. Such assets are recognized initially at fair value, plus, any directly attributable
transaction costs. Subsequent to initial recognition, loans and receivables are measured at
amortized cost using the effective interest method, less, any impairment losses other than
insignificant interest on short-term receivables. A regular way purchase or sale of financial
assets shall be recognized and derecognized, as applicable, using trade-date accounting.

(iii) Impairment of financial assets

A financial asset is impaired if, and only if, there is an objective evidence of impairment as
a result of one or more cvents (a loss event) that occurred subsequent to the initial
recognition of the asset and that a loss event (or events) has an impact on the future cash
flows of the financial assets that can be estimated reliably.

Objective evidence that financial assets are impaired includes default or delinquency by a
debtor, restructuring of an amount due to the Company on terms that the Company would
not consider otherwise, indications that a debtor or issuer will enter bankruptcy, adverse
changes in the payment status of borrowers or issuers, economic conditions that correlate
with defaults or the disappearance of an active market for a security, In addition, for an
investment in an equity security, a significant or prolonged decline in its fair value below
its cost is accounted for as objective evidence of impairment.

All individually significant receivables are assessed for specific impairment. Receivables
that are not individually significant are collectively assessed for impairment by grouping
together assets with similar risk characteristics. In assessing collective impairment, the
Company uses historical trends of the probability of default, the timing of recoveries and
the amount of loss incurred, adjusted for management’s judgment as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or
lesser that those suggested by historical trends.

An impairment loss in respect of a financial asset measured at cost is calculated as the
difference between its carrying amount and the present value of the estimated future cash
flows discounted at the current market rate of return for a similar financial asset. Such
impairment loss is not reversible in subsequent periods.

The carrying amount of a financial asset is reduced for an impairment loss, except for trade
receivables, in which an impairment loss is reflected in an allowance account against the
receivables. When it is determined a receivable is uncollectible, it is written off against the
allowance account. Any subsequent recovery from written off receivable is charged to the
allowance account. Changes in the allowance accounts are recognized in profit or loss.

(Continued)
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Recovery and loss on doubtful debts of account receivables are included in the operating
expense and non-operating income; others are included in non-operating income and
expense.

(iv) Derecognition of financial assets

The Company derecognizes financial assets when the contractual rights of the cash inflow
from the asset are terminated, or when the Company transfers substantially all the risks and
rewards of ownership of the financial assets.

On derecognition of a financial asset in its entirety, the difference between the carrying
amount and the sum of the consideration received or receivable and any cumulative gain or
loss that had been recognized in other comprehensive income and presented in other equity
account unrealized gains or losses from available for sale financial assets is recognized as
profit or loss under non-operating income and expenses.

On partial derecognition of a financial assets, the relative fair value of the partial
derecognized financial assets at the transfer date is used to apportion the original book
value of the financial assets on a pro-rata basis, to the portion of continual recognition
resulted from continual participation and of derecognition. The difference between the
carrying amount apportioned to the portion of the derecognized and the sum of the
consideration received or receivable from the derecognized and any cumulative gain or
loss that had been recognized in other comprehensive income apportioned to the
derecognized is recognized as profit or loss under non-operating income and expenses. Any
cumnulative gain or loss that had been recognized in other comprehensive income is
apportioned to the portion of continual recognition and derecognition on a pro-rata basis of
their fair value,

(2) Financial liabilities and equity instruments
(i) Classification of debt or equity

Debt or equity instruments issued by the Company are classified as financial liabilities or
equity instruments in accordance with the substance of the contractual agreement.

Equity instruments are any contractual agreement that can manifest the Company’s residual
interest after assets, less, liabilities. Equity instruments issued are recognized based on
amount of consideration received, less, the direct cost of issuing.

Interest related to the financial liability is recognized in profit or loss under non-operating
income and expenses.

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

(Continued)
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(ii) Financial liabilities reported at fair value through profit or loss

Financial liabilities classified under this category are mainly the financial liabilities
held-for-trading or financial Habilities reported at fair value through profit or loss.

The purposes of financial liabilities held-for-trading are for repurchasing or selling in
short-term. Under the following conditions, financial liabilities will be recognized as
financial Liabilities reported at fair value through profit or loss.

i) Measurement and recognition varies because of the elimination or material reduction of
gain or loss with different measurement basis for assets and liabilities.

ii) Financial liabilities measured at fair value.
fif) Mixed instruments with embedded derivatives.

At initial recognition, this type of financial liabilities is measured at fair value; transaction
costs are recognized as income or loss if occurred, and subsequent measurement is
measured at fair value. Remeasurements of gains or losses, including relevant interest
expense, are recognized as income or loss, and are reported under non-operating revenue
and expenditure.

(iii) Other financial liabilities

At initial recognition, financial liabilities not classified as held-for-trading, or designated as
fair value through profit or loss, which consist of loans and borrowings, and trade and other
payables are measured at fair value, plus, any directly attributable fransaction cost.
Subsequent to initial recognition, they are measured at amortized cost calculated using the
effective interest method. Interest expense not capitalized as capital cost is recognized in
profit or loss under non-operating income and expenses.

(iv) Derecognition of financial liabilities

A financial liability is derecognized when its contractual obligation has been discharged or
cancelled or expired.

The difference between the carrying amount of a financial liability removed and the
consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognized in profit or loss, and is included in non-operating income and expenses.

(v) Offsetting of financial liabilities and assets
The Company presents financial assets and liabilities on net basis when the Company has

the legally enforceable rights to offset, and intends to settle such financial assets and
liabilities on a net basis or to realize the assets and settle the liabilities simultanecusly.

{Continued)
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(3) Derivatives and hedge accounting

The Company holds derivative financial instruments to hedge its foreign currency and interest
rate fluctuation exposures. At initial recognition, derivatives are recognized at fair value; and
attributable transaction costs are recognized in profit or loss as incurred. Subsequent to initial
recognition, derivatives are measured at fair value, and changes therein, are recognized in
profit or loss under non-operating income and expenses. When a derivative is designated as a
hedging instrument, the timing for recognizing gain or loss is determined based on the nature
of the hedging relationship. When the result of the valuation at fair value of a derivative
instrument is positive, it is classified as a financial asset; otherwise, it is classified as a
financial liability.

(g) Inventories

Inventories are necessary expenditures and charges for bringing the inventory to a salable and
useable condition and location. In the case of manufactured overhead, cost includes an appropriate
share of production overheads based on normal operating capacity of labor hours or machine hours
and is allocated to finish goods and work-in-progress. Inventories are measured at the lower of cost
and net realizable value subsequently and the cost of inventories is calculated using the monthly
weighted-average method. Net realizable value is the estimated selling price in the ordinary course
of business, less the estimated costs of completion and selling expenses.

(h) Investment in Subsidiaries

In preparing the financial statements, the Company appraises its investees by using equity
method. Under equity method, current income and other comprehensive income from financial
statement is the same as the consolidated income and other comprehensive income attributable
to parent. Shareholders’ equity is the same as the consolidated shareholders’ equity.

The Company treated the changes of subsidiaries’ equity as transactions among owners.
(i) Property, plant and equipment
(1) Recognition and measurement

Ttems of property, plant and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses. Cost includes expenditure that is directly attributed to the
acquisition of the asset. The cost of a self-constructed asset comprised the material, labor, any
cost directly attributable to bringing the asset to the location and condition necessary for it to
be capable of operating in the manner intended by management, the initial estimate of the costs
of dismantling and removing the item and restoring the site on which it is located, and any
borrowing cost eligible for capitalization. In addition, the cost also include the amount of the
effective cash flow hedge resulted from the foreign currency purchase of property, plant and
equipment. Purchased software that is integral to the functionality of the related equipment is
capitalized as part of that equipment.

{Continued)
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When property, plant and equipment include different components, which are relatively
material to the total cost of the item, different depreciation rate or methods may be applied.
These components should be viewed as individual items (main parts) in the property, plant or
equipment.

The gain or loss arising from the derecognition of an item of property, plant and equipment
shall be determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item, and it shall be recognized as non-operating income and expense.

(2) Subsequent cost

Subsequent expenditure is capitalized only when it is probable that future economic benefits
associated with the expenditure can be assessed reasonably, and will flow to the Company. The
carrying amount of those parts that are replaced is derecognized. Ongoing repairs and
maintenance are expensed as incurred.

(3) Depreciation
Depreciation is calculated based on the depreciable amount of an asset using the straight-line
basis over its useful life. The depreciation amount of an asset is determined based on the cost,
less, its residual value. The depreciation is assessed according to the material components of
each item. If the useful life of one component is different from the others, this component
should be depreciated individually, The depreciation charge for each period is recognized in
profit or loss.
Land has an unlimited useful life, and therefore, is not depreciated. The estitnated useful lives
for the current and comparative years of significant items of property, plant and equipment are
as follows:
(i) Buildings: 5 to 60 years.
(ii) Machinery and equipment: 2 to 25 years.
(iii) Transportation facilities: 3 fo 8§ years.
(iv) Facilities: 5 to 9 years.
(v) Miscellaneous equipment: 3 to 15 years,
Depreciation methods, useful lives, and residual values are reviewed at each reporting date. If

the expectation of useful life differs from the previous estimate, the change is accounted for as
a change in an accounting estimate.

(Continued)
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(i) Intangible assets
(1) Other intangible assets

Other intangible assets that are acquired by the Company are measured at cost, less,
accumulated amortization and any accumulated impairment losses.

(2) Subsequent expenditure

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

(3) Amortization

The amortizable amount is the cost of an asset or other amount substituted for cost, less, its
residual value.

Amortization is recognized in profit or loss on a straight-line basis over the estimated useful
Jives of intangible assets, other than goodwill and intangible assets with indefinite useful life,
from the date that they are available for use. The estimated useful lives for the current and
comparative periods are as follows:

Software: 2 to 3 years.

The residual value, amortization period, and amortization method for an intangible asset with a
finite useful life shall be reviewed at least annually at each fiscal year-end. Any change shall be
accounted for as changes in accounting estimates.

(k) Impairment of non-financial assets

Non-derivative financial assets except for inventories, deferred tax assets are assessed at the end of
each reporting period whether there is any indication that an asset may be impaired. If any such
indication exists, the Company shall estimate the recoverable amount of the asset. If it is not
possible to determine the recoverable amount (fair value, less, cost to sell and value in use) for the
individual asset, then the Company will have to determine the recoverable amount for the asset's
cash-generating unit.

The recoverable amount for individual asset or a cash-generating unit is the higher of its fair value,
less costs to sell and its value in use. If, and only if, the recoverable amount of an asset is less than
its carrying amount, the carrying amount of the asset shall be reduced to its recoverable amount.
The reduction is an impairment loss. An impairment loss shall be recognized immediately in profit
or loss.

{Continued)
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The Company assesses at the end of each reporting period whether there is any indication that an
impairment loss recognized in prior periods for an asset other than goodwill may no longer exist or
may have decreased. An impairment loss recognized in prior periods for an asset other than
goodwill shall be reversed if, and only if, there has been a change in the estimates used fo
determine the asset’s recoverable amount since the last impairment loss was recognized. An
impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized.

Each financial year-end, impairment tests should be conducted for goodwill, intangible asset with
an indefinite useful life, and intangible assets unavailable for use. The difference between the
recoverable amount and the carrying amount should be recognized as impairment loss.

Revenue recognition

Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of
the consideration received or receivable, net of returns, trade discounts and volume rebates,
Revenue is recognized when persuasive evidence exists, usually in the form of an executed sales
agreement that the significant risks and rewards of ownership have been transferred to the
customer. Recovery of the consideration is probable. The associated costs and possible return of
goods can be estimated reliably, there is no continuing management involved with the goods, and
the amount of revenue can be measured reliably. If it is probable that discounts will be granted and
the amount can be measured reliably, then the discount is recognized as a reduction of revenue as
the sales are recognized.

The timing of the transfers of risks and rewards varies depending on the individual terms of the
sales agreement. International shipments transfer usually occurs upon loading the goods onto the
relevant carrier at the port. For domestic sales, transfers occur upon issuing of receipt by the
customer.

(m) Employee benefits

(1) Defined contribution plan

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

(2) Defined benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.
The Company’s net obligation in respect of defined benefit pension pian is calculated
separately for each plan by estimating the amount of future benefit that employees have earned
in return for their service in the current and prior periods; that benefit is discounted to
determine its present value. Any fair value of any plan assets are deducted from the aforesaid
discounted present value. The discount rate is the yield at the reporting date on bonds (market

{Continued)
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yields of government bonds) that have maturity dates approximating the terms of the
Company’s obligations and that are denominated in the same currency in which the benefits are
expected to be paid.

The calculation of defined benefit obligation is performed annually by a qualified actuary using
the projected unit credit method. When the calculation results in a benefit to the Company, the
recognized asset is limited to the present value of economic benefits available in the form of
any future refunds from the plan or reductions in future contributions to the plan. In order to
calculate the present value of economic benefits, consideration is given to any minimum
funding requirements that apply to any plan in the Company. An economic benefit is available
to the Company if it is realizable during the life of the plan, or on settlement of the plan
liabilities.

When the benefits of a plan are improved, the portion of the increased benefit relating to past
service by the employees, the expense is recognized immediately in profit or loss.

Remeasurement of the net defined benefit liabilities (assets) includes:(a) actuarial gains and
losses; (b) return on plan assets, not including the amounts of net interest included in net
defined benefit liabilities (assets); and (c) any changes of the amounts of affecting of upper
limits of assets, not including the amounts of net interests included in net defined benefit
liabilities (assets). Remeasurement, comprising actuarial gains and losses, is recognized in
other comprehensive income in the period in which they occur. Remeasurement recognized in
other comprehensive income is reflected immediately in retained earnings.

The Company recognized gains or losses on the curtailment or settlement of a defined benefit
plan when the curtailment or settlement occurs. The gain or loss on curtailment comprises any
resulting change in the fair value of plan assets, change in the present value of defined benefit
obligation.

(3) Short-term employee benefits

Short-term employee benefits obligations are measured on an undiscounted basis and are
expensed when related service are provided.

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

(Continued)
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Share-based payment

The grant-date fair value of share-based payment awards granted to employee is recognized as
employee expenses, with a corresponding increase in equity, over the period when employees
become unconditionally entitled to the awards. The amount recognized as an expense is adjusted to
reflect the number of awards which the related service and non-market performance conditions are
expected to be met, such that the amount ultimately recognized as an expense is based on the
number of awards that meet the related service and non-market performance conditions at the
vesting date.

For share-based payment awards with non-vesting conditions, the grant-date fair value of the
share-based payment is measured to reflect such conditions and there is no tie-up for the
differences between expected and actual outcomes.

‘When the Company increases its capital by using cash in order to retain a portion of its shares for
its employees, the grant-date will be considered the same as the reference date for capital increase
approved by the board of directors.

Income taxes

Income tax expenses include both current taxes and deferred taxes. Except for expenses relaied to
business combination, or those recognized directly in equity or other comprehensive income, all
current and deferred taxes shall be recognized in profit or loss.

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

Deferred taxes arise due to temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred taxes shall not
be recognized for the below exceptions:

(1) Assets and liabilities that are initially recognized but are not related to the business
combination and have no effect on net income or taxable gains (losses) during the transaction.,

(2) Temporary differences arising from equity investments on subsidiaries or joint ventures whete
there is a high probability that such temporary differences will not reverse.
(3) Initial recognition of goodwill.

Deferred tax assets and liabilities shall be measured at the tax rates that are expected to be applied

to the period when the asset is realized or the liability is settled, based on tax rates that have been
enacted or substantively enacted by the end of the reporting period.
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