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REPRESENTATION LETTER

The entities that are required to be included enctbmbined financial statementaN#nliu
Enterprise Company Limiteds of and for the year ended December 31, 201d(Bemuary 1
to December 31, 2014) under the Criteria GovernirggPreparation of Affiliation Reports,
Consolidated Business Reports and Consolidateah€imeStatements of Affiliated Enterprises
are the same as those included in the consolidimiacial statements prepared in conformity
with the International Accounting Standard No. 2Zpnsolidated and Separate Financial
Statements.” In addition, the information requitedbe disclosed in the combined financial
statements is included in the consolidated findnsiatements. Consequentlijanliu
Enterprise Company Limite@nd Subsidiaries do not prepare a separate sebrobined
financial statements.

Very truly yours,
NANLIU ENTERPRISE COMPANY LIMITED
By

Huang, Chin-Shan
Chairman
March 16, 2015



INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Nanliu Enterprise Company Limited

We have audited the accompanying consolidated talsheets of Nanliu Enterprise
Company Limited and Subsidiaries as of December 2814 and 2013 and the related
consolidated statements of comprehensive incomages in equity and cash flows for the
years ended December 31, 2014 and 2013. Theselidatsd financial statements are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on
these consolidated financial statements based oaunlits.

We conducted our audits in accordance with the Gleverning the Audit of Financial
Statements by Certified Public Accountants andtangistandards generally accepted in the
Republic of China. Those standards require thatplaa and perform the audit to obtain
reasonable assurance about whether the finanatahsénts are free of material misstatement.
An audit includes examining, on a test basis, exadesupporting the amounts and disclosures
in the financial statements. An audit also includssessing the accounting principles used and
significant estimates made by management, as v&elkwaluating the overall financial
statements presentation. We believe that our aphtade a reasonable basis for our opinion

In our opinion, the consolidated financial statetaeaferred to above present fairly, in all
material respects, the consolidated financial pwsiof Nanliu Enterprise Company Limited
and Subsidiaries as of December 31, 2014 and 2@d 3l results of their consolidated
operations and their consolidated cash flows ferybars then ended in conformity with the
Guidelines Governing the Preparation of Financi@pétts by Securities Issuers, the
International Financial Reporting Standards, Irdéonal Accounting Standards, interpretation
as well as related guidance translated by Accogri@asearch and Development Foundation
endorsed by the Financial Supervisory Commissiorthef Republic of China with the
effective dates.

We have also audited, in accordance with the RGlegerning the Audit of Financial
Statements by Certified Public Accountants andtangistandards generally accepted in the
Republic of China, the parent company only finalst@aements of Nanliu Enterprise Company
Limited as of and for the years ended December034,2nd 2013 on which we have issued an
unqualified opinion.



YANGTZE CPAS & Co.,

March 16, 2015

Notice to Readers
The accompanying financial statements are interaatdylto present the financial position, results of
operations and cash flows in accordance with actiagrprinciples and practices generally accepted
in the Republic of China and not those of any ophesdiction. The standards, procedures and
practices to audit such consolidated financial staénts are those generally accepted and applied in
the Republic of China.
For the convenience of readers, the auditors’ réjaod the accompanying financial statements have
been translated into English from the original Gése version prepared and used in the Republic of
China. If there is any conflict between the Englishsion and the original Chinese version or any
difference in the interpretation of the two verspthe Chinese-language auditors ‘report and
financial statements shall prevail.



December 31,2014

NAN LIU ENTERPRISE CO., LTD AND SUBSIDIARIES
Consolidated Balance Sheets

December 31,2014 and December 31,2013
(All amounts expressed In Thousands of New Taiwan Dollars)

December 31,2013

December 31,2014

December 31,2013

ASSETS Amount % Amount % LIABILITIESAND EQUITY Amount % Amount %
CURRENT ASSETS CURRENT LIABILTIES
1100  Cash and cash equivalents 4-~6(1) $ 339,335 692 $ 398,417 898 2100  Short-term loans 6(6) $ 259,041 528 $ 246,297 5.55
1150  Notesreceivable, net 4627 58,657 1.20 39,227 0.88 2110  Short-term bills payable , net 6(7) 89,952 1.83 49,999 113
1170 Accounts receivable, net 4~6(3)~7 1,055,013 21.51 832,689 18.77 2150 Notes payable 4 529,444 10.80 442,066 9.96
1200  Other receivables 3,686 0.08 18,617 042 2170  Accounts payable 4 548,373 11.19 450,289 10.15
1310 Inventories 45~ 6(4) 770,785 15.72 649,720 14.64 2230 Current tax liabilities 4~ 6(10) 71,906 1.47 48,714 1.10
1410  Prepayments 357,985 7.30 362,523 817 2200  Other payable 156,512 3.19 180,807 4.08
1470 Other current assets 8 83,335 1.70 74,691 1.68 2213 Payables on equipment 47,221 0.96 59,129 1.33
Total current assets 2,668,796 54.43 2,375,884 53.54 2310  Unearned receipts 13,837 0.28 12,853 0.29
2322 Current portion of long-term 6(8) 87,388 1.78 391,867 8.83
bank borrowing
2399  Other current liabilities 2,276 0.05 1,974 0.04
Total current liabilities $ 1,805,950 36.83 1,883,995 42.46
NONCURRENT ASSETS NONCURRENT LIABILTIES
1600  Property, plant and equipment 4~ 6(5) ~ 8 1,864,367 38.02 1,829,673 4124 2540  Long-term bank borrowing 6(8) 661,748 13.49 466,959 10.53
1780 Intangible assets 4 171 - 37 o001 o571 Deferredincometaxiabiliies 7,386 0.15 7,386 0.17
Land value increment tax
1840  Deferredincometax assets 4+ 5~ 6(10) 2175 045 22858 052 2572 chfrigfgx' ncometax liabilities g0 2,739 0.06 1,689 0.04
1915  Prepayments for equipment 221,217 451 125,503 2.83 2640 Accrued pension liabilities 4-~5-6(9) 80,093 1.63 79,570 1.79
1920 Refundable deposit 9 15,524 0.32 15,353 0.35 2645  Guarantee deposits 509 0.01 491 0.01
1985  Prepaid investments 4.8 108,796 222 66,010 1.49 Total noncurrent liabilities 752,475 15.34 556,095 12.54
1990  Other assets 2,637 0.05 1,053 0.02 Total liabilities 2,558,425 52.17 2,440,090 55.00
Total noncurrent assets 2,234,887 45.57 2,060,757 46.46 EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT
Owners equity
3100 Capita stock 6(11) 726,000 14.81 726,000 16.36
3200 Capital surplus 6(11) 453,467 9.25 453,467 10.22
3300 Retained earnings 6(11)
3310 Legal reserve 159,340 3.25 121,661 2.74
3320 Special reserve 44,348 0.90 55,760 1.26
3350 Unappropriated earnings 823,705 16.80 587,980 13.25
3400 Other 6(11)
3410 Financial statements translation 138,398 2.82 51,683 1.17
differences for foreign operations
Equity attributable to shareholders of the parent 2,345,258 47.83 1,996,551 45.00
Ixxx  Total assets $ 4903683 _100.00 $ 4,436,641 _100.00 Total liabilities and equity $ 4,903,683 100.00 $ 4,436,641 100.00

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




NAN LIU ENTERPRISE CO., LTD AND SUBSIDIARIES

Consolidated Statements of Comprehensive income
For the Y ear Ended December 31,2014 and 2013

(All Amounts Expressed In Thousands of New Taiwan Dollars, Except Earnings Per Share)

For the year ended December 31

2014 2013
Item Note Amount % Amount %

4110 Saesrevenue $ 5,376,982 10062 $ 4,598,740 100.67
4170 Less: Salesreturn (10,877)  (0.20) (14,223) (0.31)
4190 Less: Sales allowances (22,114)  (0.41) (16,303) (0.36)
4000 Net Sales 5,343,991 100.01 4,568,214 100.00
5000 Cost of goods sold (4,304,554)  (80.55) (3,664,921) (80.23)
5900 Gross profit 1,039,437 19.46 903,293 19.77
6000 Operating expenses
6100 Promotion expenses (222,049) (4.16) (197,097) (4.31)
6200 Management expenses (184,927)  (3.46) (173,807) (3.80)
6300 Research expenses (33673)  (0.63) (25,856) (0.57)
6000 Total Operating expenses (440,649)  (8.25) (396,760) (8.68)
6900 Operating profit 598,788 11.21 506,533 11.09

Other non-operating income and expenses
7020 Other income 20,951 0.39 7,192 0.16
7510 Finance costs (23,782)  (0.45) (31,485) (0.69)
7000 Other non-operating income and expenses (2,831) (0.06) (24,293) (0.53)
7900 Income before income tax 595,957 11.15 482,240 10.56
7950  Income tax expense (175,805)  (3.29) (105,453) (2.31)
8200 Net Income 420,152 7.86 376,787 8.25

Other comprehensive income (l0ss)
8310 Financial statements translation 86,715 1.62 84,672 1.85

differences for foreign operations
8330 Defined benefit plan actuarial gains(losses) 1,880 0.04 (1,934) (0.04)
8390 Income tax (expense) related to (320) (0.01) (5,279) (0.12)
components of the comprehensive income

8300 Other comprehensive income(loss)for the 88,275 1.65 77,459 1.69

period ,net of income tax
8500 Total comprehensive income for the period $ 508,427 951 $ 454,246 9.94

(Continued)



For the year ended December 31

2014 2013
Amount % Amount %
8600 Net income attributableto :
8610  Owners of parent $ 420,152 786 $ 376,787 825
8620  Non-controlling interests - - - -
Net income $ 420,152 786 $ 376,787 825
8700 Comprehensiveincome attributableto :
8710  Ownersof parent $ 508,427 951 $ 454,246 9.94
8720  Non-controlling interests - - - -
Total comprehensive income for the period $ 508,427 951 $ 454,246 9.94
9750 Basic earnings per share(NT dollars) 4~ 6(13) $ 5.79 $ 5.39
9850 Diluted earnings per share(NT dollars) 4~ 6(13) $ 5.78 $ 5.34

The accompanying notes are an integral part of the standal one financia statements.



Balance as of January 1, 2013

Capital increasein cash

Employee share option expense

Legal reserve appropriated

Cash dividends of ordinary share

Net incomein 2013

Other comprehensive income for the year
Balance as of December 31, 2013
Balance as of January 1, 2014

Legal reserve appropriated

Reversal of special reserve

Cash dividends of ordinary share

Net incomein 2014

Other comprehensive income for the year

Balance as of December 31, 2014

NAN LIU ENTERPRISE CO., LTD AND SUBSIDIARIES

Consolidated Statements of Changes in Equity

For the year ended December 31,2014 and 2013
(All amounts expressed In Thousands of New Taiwan Dollars)

Equity attributable to owners of parent

Stock Retained Earnings Other equity items
Capital Surplus un i Financidl statements con’:lrcc)>rlll-ing Total Equity
Ordinary shares Amounts Legal Reserve  Specia Reserve aé’;;?ﬁ;?ed translati on differepces interests
for foreign operations

64500 $ 645,000 $ 112855 % 101,961 $ 55,760 $ 329,248 $ (27,381) $ - $ 1,217,443
8,100 81,000 329,100 - - - - - 410,100
- - 11,512 - - - - - 11,512

- - - 19,700 - (19,700) - - -
- - - - - (96,750) - - (96,750)
- - - - - 376,787 - 376,787
- - - - - (1,605) 79,064 - 77,459
72600 $ 726000 $ 453467 $ = 121,661 55,760 587,980 51,683 - $ 1,996,551
72,600 $ 726,000 $ 453,467 $ 121661 $ 55,760 $ 587,980 $ 51,683 $ - $ 1,996,551

- - - 37,679 - (37,679) - - -

- - - - (11,412) 11,412 - - -
- - - - - (159,720) - - (159,720)
- - - - - 420,152 - - 420,152
- - - - - 1,560 86,715 - 88,275
72,600 $ 726,000 $ 453,467 $ 159,340 $ 44348 $ 823,705 $ 138,398 $ - $ 2,345,258

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



NAN LIU ENTERPRISE CO.,LTD AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the Y ear Ended December 31,2014 and 2013
(AIl Amounts Expressed In Thousands of New Taiwan Dollars)

For the year ended December 31

2014 2013

Cash flows from operating activities

Consolidated Profit before income tax $ 595957 $ 482,240

Adjustmentsfor :
Depreciation expense 262,196 216,227
Amortization expense 6,379 1,628
Employee share option expense - 11,512
Other expense 344 1,966
Interest expense 23,782 31,485
Interest income (2,706) (1,553)
Provision for doubtful accounts 5,595 107

- a(rlf(z\t/(;ileﬂc e?;|| Ii(r)]\(/avance) Provision for inventory (3.415) 3,778
Losson disposal of inventory 23,958 7,177
Loss (profit) on physical inventory 29 (651)
Loss on disposal of assets 950 3,431
(Reversal )Impairment of Assets (2,170) 160
Foreign exchange(gain)loss (7,676) (6,095)

Changes in operating assets and liabilities
(Increase) in notes receivable (29,430) (10,161)
(Increase) in accounts receivable (220,920) (172,103)
Decrease(Increase) in other receivable 14,914 (3,199)
(Increase) in inventories (142,112) (191,506)
Decrease (Increase) in prepayments 4,655 (240,931)
(Increase) in other current assets (29,509) (8,854)
Increase in notes payable 86,046 290,031
Increase in accounts payable 95,393 276,271
(Decrease) Increasein other payable (23,532) 88,428
Increase in unearned receipts 984 3,974
Increase in accrued pension liabilities 2,403 2,306

Cash generated from operating 672,115 785,668
Interest received 2,723 1,323
Income taxes paid (151,200) (94,233)
Net cash generated by operating activities 523,638 692,758

( Continued)
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For the year ended December 31

2014 2013
Cash flows from investing activities
Acquisition of intangible assets - (425)
Acquisition of property , plant and equipment (105,801) (105,011)
Disposal of property , plant and equipment 1,540 208
(Increase) in prepayments for equipment (238,500) (369,600)
(Increase) in long-term prepaid rent (46,680) -
Decrease in restricted assets 21,570 87,725
(Increase) in Instead of payment (705) (421)
(Increase)in other noncurrent assets (1,509) -
(Increase) in refundable deposits (79) (134)
Net cash used in investing activities (370,164) (387,658)
Cash Flows From Financing Activities :
Interest paid (24,592) (34,132)
Increase (decrease) in short-term loans 12,540 (65,552)
Increase (decrease) in short-term bills payable 40,000 (90,000)
Decrease in long-term bank borrowing (120,285) (261,899)
Capital increase in cash - 410,100
Cash dividends (159,720) (96,750)
Guarantee deposits received - 491
Increase in other current liabilities 302 924
Net cash used in financing activities (251,755) (136,818)
E;L?i:/tal o;‘n (ta:change rate changes on cash and cash 39,199 19.776
anﬁif/zﬂﬁgase) Increasein cash and cash (59,082) 188,058
Cash and cash equivalents, beginning of year 398,417 210,359
Cash and cash equivalents, end of year $ 33933 $ 398,417

The accompanying notes are an integral part of the consolidated financia statements. (Concluded)
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Nanliu Enterprise Company Limited and Subsidiaries
Notes to Consolidated Financial Statements
For The Years Ended December 31, 2014 And 2013

(Amounts in Thousands of New Taiwan Dollars, Unigpscified Otherwise)

1. GENERAL
Nanliu Enterprise Company Limited (the “Company Republic of China (R.O.C.) corporation,
was incorporated by Ministry of Economic Affairs,GRC. in 1978. The address of its registered
office and principal place of business is No.8&jBRd., Qiaotou Dist, Kaohsiung City, Taiwan.
The consolidated financial statements of the Compganthe year ended December 31, 2014
incorporate the financial statements of the Compaimg Company’s subsidiaries (the Group)
and interests of associates and joint ventures pfineipal operating activities of the Company
include Air-Through/Thermal-Bonded Nonwovens FabriSpunlace Nonwovens Fabries
High-tech woodpulp spunlace Fabricé/et Wipes- Facial Mask and care products...etc., please
refer to Notes 14. As of December 31, 2014, temaployees of the group were 799.

2. THE AUTHORIZATION OF FINANCIAL STATEMENTS

The accompanying consolidated financial statemaats approved and authorized for issuance
by the Board of Directors on March 16, 2015.

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FIN ANCIAL

REPORTING STANDARDS

(1) Effect of the adoption of new issuances or aingmnts to International Financial Reporting
Standards (IFRS) issued by Financial Supervisom@ssion (FSC) None.

(2) Effect of new issuances of or amendments toS-Rs endorsed by the FSC but not yet
adopted by the Group
According to Rule No. 1030010325 issued by the hare Supervisory Commission (FSC)
on April 3, 2014, commencing 2015, companies whitrss listed on the TWSE or traded on
the Taipei Exchange or Emerging Stock Market skaipt the 2013 version of IFRSs version
(not including the IFRS 9- Financial Instruments)emdorsed by the FSC in preparing the
consolidated financial statements. The related n&andards, interpretations and

amendments are listed below:

_ _ Effective Date Issued
New, Revised or Amended Standards and Interpretatios by IASB (Note)

Amendments to IFRS 1 Limited Exemption from Compisea July 1, 201
IFRS 7 Disclosures for First - time Adopters

Amendment to IFRS 1 Disclosures —severe hyperiofiend July 1, 2011
removal of fixed dates for first-time adopters.

Amendment to IFRS 1 Disclosures —Government Loans January 1, 201
Amendment to IFRS 7 Disclosures - Transfers of fared July 1, 201
Assets

12



New, Revised or Amended Standards and Interpretatios

Effective Date Issued
by IASB (Note)

Amendment to IFRS 7 Disclosures - Offsetting Fimalnssets
and Financial Liabilities

IFRS 10 Consolidated Financial Statements

IFRS 11 Joint Arrangements
IFRS 12 Disclosure of Interests in Other Entities

Amendments to IFRS 10, 11 and 12, Consolidatedn iz
Statements, Joint Arrangements, and Disclosurentefdsts in
Other Entities: Transition Guidance

Amendments to IFRS 10, IFRS 12 and IAS27 Investraatities

IFRS 13 Fair Value Measurement

Amendment to IAS 1 Presentation of ltems of Other
Comprehensive Income

Amendment to IAS 12 Deferred Tax: Recovery of Uhdeg
Assets

IAS 19 (Revised 2011) “Employee Benefits”

IAS 27 (Revised 2011) “Separate Financial Stategient

IAS 28 (Revised 2011) “Investments in Associates$ doint
Ventures”

Amendment to IAS 32 Offsetting of Financial Assedsc
Financial Liabilities

Interpretations to IAS 2&tripping Costs in the Production Ph
of a Surface Mine”
Improvements to IFRSs 2010

Improvements to IFRSs 2009-2011

January 1, 201

January 1, 2013(Investment
effective

entities
January 12014)
January 1, 201

January 1, 2013
January 1, 201

January 1, 2(4

January 1, 201
July 1, 201

January 1, 201

January 1, 201
January 1, 201
January 1, 201

January 1, 201

January 1, 201

January 1, 2(1
January 1, 201

Except for the following items, the Compdmgieves that the adoption of aforementioned
2013 Taiwan-IFRSs version and the related amendmeribhe Guidelines Governing the
Preparation of Financial Reports by Securitiesdsswill not have significant impact on
the Company’s consolidated financial statements.

. Amendments to IAS 19, “Employee Benefits”

The amendments to IAS 19 require the Compartalculate a “net interest” amount by
applying the discount rate to the net defined biehability or asset to replace the interest
cost and expected return on planned assets usedrient IAS 19. In addition, the
amendments eliminate the accounting treatment thfericorridor approach or the
immediate recognition of actuarial gains and logsgsrofit or loss when it incurs, and
instead, required to recognize all actuarial gaind losses immediately through other
comprehensive income. The past service cost, onother hand, will be expensed
immediately when it incurs and no longer be amedinbver the average period before
vested on a straight-line basis. In addition, timeeadments also require a broader
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disclosure in defined benefit plans. Aforementiomedendments have no effect to the
Group’s accrued pension liabilities, deferred tad ather comprehensive income.

. Amendments to IAS 1, “Presentation of Items of @emprehensive Income”

According to the amendments to IAS 1, the itemethér comprehensive income (OCI)

will be grouped into two categories: (a) items tdk not be reclassified subsequently to

profit or loss; and (b) items that will be recldiesl subsequently to profit or loss when

specific conditions are met. If items are listedhia pre-tax amount, then the tax related
to each of the two groups of OCI items should es@nted separately with the above two
categories. The Group will adjust its presentatibrthe statement of comprehensive
income accordingly.

. IFRS 12, “Disclosure of Interests in Otkatities”

The standard integrates the disclosuraireaents for subsidiaries, joint arrangements,
associates and unconsolidated entities. The Gralipdaclose additional information
about its interests in consolidated entities anzborolidated entities accordingly.

. IFRS 13, “Fair Value Measurement”

The standard defines fair value as the price tlmatldvbe received to sell an asset or paid
to transfer a liability in an orderly transactiortlween market participants at the
measurement date. The standards set out a framderankeasuring fair value using the
assumptions that market participants would use whiemg the asset or liability; for non-
financial assets, fair value is determined basetherhighest and best use of the asset.
Also, the standard requires disclosures aboutvalue measurements. Based on the
Group’s assessment, the adoption of the standasdnbasignificant impact on its
consolidated financial statements, and the Group digclose additional information
about fair value measurements accordingly.

e. Article 10.3.3 ofSuidelines Governing the Preparation of Financip®tts by Securities

(3)

Issuers

This new article requires changes in fair valuéirencial liabilities at fair value through
profit or loss resulted from credit risk of the gBties issuers be recognized in other
comprehensive income. This new requirement hasfieoteo the Group’s financial
position and operations.

The IFRSs issued by IASB but not endorsed by FSC

The Group has not applied the following IFRSs igsie the IASB but not endorsed

by the FSC. As of the date that the consolidatehitial statements were issued, the initial
adoption to the following standards and interpretet is still subject to the effective date
to be published by the FSC.
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) ) Effective Date Issued
New, Revised or Amended Standards and Interpretatios by IASB

IFRS 9 Financial Instruments January 1, 201

Amendments to IFRS 9 and IFRS 7 Mandatory Effedba¢e  January 1, 201
of IFRS 9 and Transition Disclosure

Amendments to IFRS 10 and IAS 28 Sale or Contriloutif Assets January 1, 201
between an Investor and its Associate or Joint Ment

Amendments to IFRS 10, IFRS 12 and IAS 28 Investraaitities: January 1, 201
Applying the Consolidation Exception

Amendment to IFRS 11 Accounting for Acquisitionsloferests i January 1, 201
Joint Operations

Amendment to IFRS 14 Regulatory Deferral Accounts January 1, 201
IFRS 15 Revenue from Contracts with Customers January 1, 201
Amendment to IAS 1 Disclosure Initiative January 1, 201

Amendments to IAS 16 and IAS 38 Clarification of céptable January 1, 201
Methods of Depreciation and Amortization

Amendments to IAS 16 and IFRS 41 Agriculture January 1, 201

Amendment to IAS 19 Defined Benefit Plans: Employediuly 1, 201
Contributions

Amendment to IAS 27 Equity Method in Separate Fawn January 1, 201
Statements

Amendment to IAS 36 Recoverable Amount Disclostes January 1, 201
Non-Financial Assets

Amendment to IAS 39 Novation of Derivatives and Qumation o January 1, 201
Hedge Accounting

International financial reporting Interpretation Nei Public topics  January 1, 201

Annual Improvements to IFRSs 2010 - 2012 Cycle July 1, 201
Annual Improvements to IFRSs 2011 - 2013 Cycle July 1, 201
Annual Improvements to IFRSs 2012 - 2014 Cycle January 1, 201

The Group is assessing the potential impact ofniée standards, interpretations and
amendments above to financial positions and operaésults. The related impact will be
disclosed when the assessment is completed.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in theparation of these consolidated financial

statements are set out below. These policies haga bonsistently applied to all the years

presented, unless otherwise stated.

(1) Statement of Compliance
These consolidated financial statements have begraped by the Group in conformity
with the “Regulations Governing the Preparatiofrioiancial reports by Securities Issuers”,
the IFRSs, IASs, interpretations as well as relgigdance translated by the Accounting
Research and Development Foundation endorsed Wirtaacial Supervisory Commission
(FSC).
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(2) Basis of Preparation

A. Except for the following items, these consolathfinancial statements have been
prepared under the historical cost convention: ii@efibenefit liabilities recognized based
on the net amount of pension fund assets plus agnered actuarial losses, less
unrecognized actuarial gains and present valuefoiet benefit obligation.

B. The significant accounting policies described betonsistently applied to all periods
covered by the accompanying consolidated finarst&Ements.

C. The preparation of financial statements in conmgé@awith IFRSs requires the use of
certain critical accounting estimates. It also rEEgImanagement to exercise its
judgment in the process of applying the Group’aating policies. The areas involving
a higher degree of judgment or complexity, or asglasre assumptions and estimates are
significant to the consolidated financial staterseare disclosed in Note 5.

(3) Basis of Consolidation

A. The basis for the consolidated financial statetste

(@) All subsidiaries are included in the Group’snsolidated financial statements.
Subsidiaries are all entities over which the Grbap the power to govern the financial
and operating policies. In general, control is pmnesd to exist when the parent owns,
directly or indirectly through subsidiaries, motem half of the voting power of an
entity.

(b) Inter-company significant transactions, balanead unrealized gains or losses on
transactions between companies within the Groularenated. Accounting policies
of subsidiaries have been adjusted where necessagpsure consistency with the
policies adopted by the Group.

B. The subsidiaries in the consolidated finandialesnents:
Percentage owned by the

Company
Name of investors Name of subsidiaries Business activities DEC.31,2014 DEC.31,2013
NANLIU ENTERPRISE CO.,LTC NANLIU ENTERPRISE Professional 100 100
CO., LTD. (SAMOA) investment
NANLIU ENTERPRISE CO.,LTC NANLIU ENTERPRISE International trade — 100
(NOTE) CO.,LTD
(SINGAPORE)

NANLIU ENTERPRISE NANLIU ENTERPRISE Production and sales of 100 100
CO.,LTD. (SAMOA) (PINGHU) CO.,LTD

specialty textiles, Hair,

skin care cosmetics and

hygiene products
(NOTE) : NANLIU ENTERPRISE CO., ,.LTD( SINGAPORE) has ceased operation on
November 30, 2013, and submitted application topetent authority to cancel
Singapore registration on January 1 2014.

C. Subsidiaries not included in the consolidatedricial statements: None.

D. Adjustments for subsidiaries with different iégears: None.
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E. Nature and extent of the restrictions on funditance from subsidiaries to the parent
company: None.

(4) Foreign Currencies Translation
Items included in the financial statements of eafcthe Group’s entities are measured using
the currency of the primary economic environmentlich the entity operates (the “functional
currency”).The consolidated financial statements are presemtddw Taiwan Dollars, which
is the Group’s functional and the Group’s preseomaturrency.
A. Foreign currency transactions and balances

(@)

(b)

(€)

(d)

Foreign currency transactions are translated tikofunctional currency using the
exchange rates prevailing at the dates of theddions or valuation where items are
remeasured. Foreign exchange gains and lossesingdubm the settlement of such
transactions are recognized in profit or loss enggkriod in which they arise.

Monetary assets and liabilities denominated irifpr currencies at the period end are
re-translated at the exchange rates prevailinghatblalance sheet date. Exchange
differences arising upon re-translation at the tedasheet date are recognized in profit
or loss.

Non-monetary assets and liabilities denominatetbirign currencies held at fair
value through profit or loss are re-translatedhat ¢éxchange rates prevailing at the
balance sheet date; their translation differencegecognized in profit or loss. Non-
monetary assets and liabilities denominated inidoreurrencies held at fair value
through other comprehensive income are re-trarsktténe exchange rates prevailing
at the balance sheet date; their translation déiffees are recognized in other
comprehensive income. However, non-monetary assetdiabilities denominated in
foreign currencies that are not measured at fdirevare translated using the historical
exchange rates at the dates of the initial tramsat

All other foreign exchange gains and losses aesgnted in the statement of
comprehensive income within other gains and losses.

B. Translation of foreign operations
(@) The operating results and financial position bfte group entities that have a

functional currency different from the presentateamrency are translated into the

presentation currency as follows:

I. Assets and liabilities for each balance sheet ptedeare translated at the closing
exchange rate at the date of that balance sheet;

ii. Income and expenses for each statement of comBieencome are translated at

average exchange rates of that perantl
lii. All resulting exchange differencag aecognized in other comprehensive income.
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(b) Financial statements ofoffeign entities reported in the currency of a
hyperinflationary economy should be restated bylyapgp a general price index of
balance sheet date, Restated financial statementsen translated ingurrency of the
Group using exchange rate of balance sheet date.

(c) Translation difference from net investmentareign operations, loans with long-term
investment nature, and other monetary instrumesgdggydated as hedging instruments
for such investments are recognized as other cdrepsive income.

(d) Upon partial disposal or sale of the foreign operatexchange differences that were
recorded in other comprehensive income are prapwtely reclassified to profit or loss
as part of the profit or loss on sale. When theifpr operation partially disposed of or
sold is a subsidiary, cumulative exchange diffeesnthat were recorded in other
comprehensive income are proportionately transdeimehe non-controlling interest in
this foreign operation. In addition, if the Grougtains partial interest in the former
foreign subsidiary after losing control of the fanfioreign subsidiary, such transactions
should be accounted for as disposal of all intareite foreign operation.

(e) Goodwill and fair value adjustments generatenfacquiring the foreign entity are
considered as the assets and liabilities of theidarentity, and are translated using the
closing exchange rate at the date that balance.shee

(5) Classification of Current and Non-current Items
A. Assets that meet one of the following critenia elassified as current assets; otherwise
they are classified as non-current assets:

(a) Assets arising from operating activities that expected to be realized, or are intended
to be sold or consumed within the normal operatiygie.

(b) Assets held mainly for trading purposes.

(c) Assets that are expected to be realized withétve months from the balance sheet
date.

(d) Cash and cash equivalents, excluding restricasti and cash equivalents and those
that are to be exchanged or used to pay off lisslimore than twelve months after
the balance sheet date.

B. Liabilities that meet one of the following crite are classified as current liabilities;
otherwise they are classified as non-current s

(a) Liabilities that are expected to be paid ofthivi the normal operating cycle;

(b) Liabilities arising mainly from trading actiiass;

(c) Liabilities that are to be paid off within twel months from the balance sheet date;

(d) Liabilities for which the repayment date canhetextended unconditionally to more
than twelve months after the balance sheet date.
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(6) Cash Equivalents

A. Cash and cash equivalents in consolidated cash $tatements include cash, bank
deposits, and other short-term highly liquid inmeshts due within three months from
the date of acquisition.

B. Cash equivalents refer to short-term highly iiiginvestments that meet the following
criteria :

(a) Readily convertible to known amount of cash
(b) Subject to insignificant risk of changes inuea

(7) Notes and Accounts Receivable
Accounts receivable are receivables originated hmy éntity from selling goods or
providing services to customers in the ordinaryrsewf business. Accounts receivable
are initially recognized at fair value and subsetlyemeasured at amortized cost using
the effective interest method, less provision fopairment.

(8) Impairment of Financial Assets
The Group assesses at each balance sheet datenthette is objective evidence that a
financial asset or a group of financial assetsigdired as a result of one or more events
that occurred after the initial recognition of eset (a ‘loss event’) and that loss event (or
events) has an impact on the estimated futureft@sh of the financial asset or group of
financial assets that can be reliably estimated.

(9) Derecognition of Financial Assets
The Group derecognizes a financial asset when biine dollowing conditions is met:

A. The contractual rights to receive the cash flnos the financial asset expire.

B. The contractual rights to receive cash flowsheffinancial asset have been transferred
and the Group has transferred substantially &sraéd rewards of ownership of the
financial asset.

C. Almost all risks and returns of the ownershiptloé financial assets that is neither
transferred nor reserved; not reserving the cowtrel the financial assets.

(10) Inventories
Inventories are stated at the lower of cost andeatzable value. Cost is determined
using the weighted-average method. The cost o$Hed goods and work in process
comprises raw materials, direct labor, other dicests and related production overheads
(allocated based on normal operating capacity). ifdra by item approach is used in
applying the lower of cost and net realizable vaNeet realizable value is the estimated
selling price in the ordinary course of businessslthe estimated cost of completion and
applicable variable selling expenses.

(11) Property, Plant and Equipment

A. Property, plant and equipment are initially netgmd at cost. Borrowing costs incurred
during the construction period are capitalized.
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B. Subsequent costs are included in the assetgimgramount or recognized as a separate
asset, as appropriate, only when it is probableftliare economic benefits associated
with the item will flow to the Group and the costtbe item can be measured reliably.
The carrying amount of the replaced part is demeizegl. All other repairs and
maintenance are charged to profit or loss durimgfitancial period in which they are
incurred.

C. Land is not depreciated. Property, plant andpegent adopt cost mode to list as
depreciation in accordance with the estimated lidiéduand the straight-line method.
On every fiscal year's ending, the Group revievehesset's remaining value, the useful
life, and the depreciation methods. If the residiadlie and the estimated value of the
useful life are different from what has been evieddaor the patterns of consumption of
the assets’ future economic benefits embodiederatisets have changed significantly,
any change is accounted for as a change in estimadex IAS 8, “Accounting Policies,
Changes in Accounting Estimates and Errors”, friv@ date of the change. For the
estimated useful lives of each asset, exceptliedtduses and buildings are 10-20 years,
the remaining P.P.E are 2-10 years.

(12) Intangible Assets
Computer software is stated at cost and amortizedh straight-line basis over its
estimated useful life of 3 years.

(13) Long-term Prepaid Rent

A. The Company signed a creation of superficiese@gent with Taiwan Sugar
Corporation in January 2014 for new factory. Theeaghent is valid through January 9,
2024 and is amortized over 10 years.

B. NANLIU ENTERPRISE (PINGHU) CO. has land use rights 50 years, the expiry
dates for land use rights are September 28, 20&%eiNber 14, 2057 and December 31,
2057, respectively, amortized over 50 years.

(14) Impairment of Non-financial Assets

The Group assesses at each balance sheet dascdiverable amounts of those assets
where there is an indication that they are impaifedimpairment loss is recognized for
the amount by which the asset’s carrying amouneeds its recoverable amount. The
recoverable amount is the higher of an asset'sv&dire less costs to sell or value in use.
When the circumstances or reasons for recognimnpgirment loss for an asset in prior
years no longer exist, the impairment loss shalrdwersed to the extent of the loss
previously recognized in profit or loss.
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(15) Leases (Lessor/Lessee)
Based on the terms of a lease contract, a leaskssified as a finance lease if the
lessee assumes substantially all the risks and-dswacidental to ownership of the leased
asset. An operating lease is a lease other thamaack lease. Lease income from an
operating lease (net of any incentives given tol¢ssee) is recognized in profit or loss
on a straight-line basis over the lease term.

(16) Borrowings

A. Borrowings are recognized initially at fair valunet of transaction costs incurred.
Borrowings are subsequently stated at amortizett emy difference between the
proceeds (net of transaction costs) and the redemyalue is recognized in profit or
loss over the period of the borrowings using tHeative interest method.

B. Fees paid on the establishment of loan faalitiee recognized as transaction costs of
the loan to the extent that it is probable thatsamnall of the facility will be drawn
down. In this case, the fee is deferred until trevddown occurs. To the extent there
is no evidence that it is probable that some oofathe facility will be drawn down,
the fee is capitalized as a pre-payment for liguidervices and amortized over the
period of the facility to which it relates.

(17) Accounts and Notes Payable
Notes and accounts payable are obligations to gagdods or services that have been
acquired in the ordinary course of business froppbers. They are recognized initially
at fair value and subsequently measured at amdrtipst using the effective interest
method.

(18) Derecognition of Financial Liabilities
A financial liability is derecognized when the @ation under the liability specified in
the contract is discharged or cancelled or expires.

(19) Offsetting Financial Instruments
Financial assets and liabilities are offset ancbregal in the net amount in the balance
sheet when there is a legally enforceable riglaffiset the recognized amounts and there
is an intention to settle on a net basis or reatlz® asset and settle the liability
simultaneously.

(20) Provisions
Provisions (including warranty) are recognized whia® Group has a present legal or
constructive obligation as a result of past eveasl it is probable that an outflow of
economic resources will be required to settle tbégation and the amount of the
obligation can be reliably estimated. Provisiores reasured at the present value of the
expenditures expected to be required to settlelhgation on the balance sheet date.
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(21) Employee Benefits
A. Short-term employee benefits
Short-term employee benefits are measured at tsaounted amount of the benefits
expected to be paid in respect of service rendeyegimployees in a period and should
be recognized as expenses in that period whemtpéogees render service.
B. Post-employment benefit plans
(a) Defined contribution plans
For defined contribution plans, the Group piyesd contributions to an independent,
publicly or privately administered pension fund.eT@roup has no further legal or
constructive obligations once the contributionsehbeen paid. The contributions are
recognized as pension expenses when they are dwn @actcrual basis. Prepaid
contributions are recognized as an asset to tlemeat a cash refund or a reduction in
the future payments.
(b) Defined benefit plan
I.

Defined benefit plan is the pension plan withoufirsgal contribution plan.
Generally, defined benefit plan is certain for gension benefit amount that the
employee will receive upon retirement, which degeod one or multiple factors,
such as age, service years, and salary. The ngatbhs under defined welfare
plan are calculated by discount with the employegfsent benefit amount or the
future benefit amount accumulated in the past. Ttiencurrent welfare obligation
value on the balance sheet deducts the fair vdltizecasset in the plan. The net
defined benefit obligation is calculated by #iguary with the projected unit credit
method, while the discount rate refers to the lidasheet day, the currency of the
defined benefit plan, and the market yield ratehef high quality bonds. In the
countries without depth market of such securitihs, government bond (on the
balance sheet date) is exerted instead.

.Actuarial gains and losses arising on defined bepkfhs are recognized in other

comprehensive income in the period in which thégeaand presented in retained
earnings.

C. Employees’ bonus and directors ‘and supervisersuneration
Employees’ bonus and directors’ and sugergi remuneration are recognized as
expenses and liabilities, provided that such reitmgnis required under legal or
constructive obligation and those amounts can habtg estimated. However, if the

accrued amounts for employees’ bonus and direcami’'supervisors’ remuneration are
different from the actual distributed amounts asoheed by the stockholders at their
stockholders’ meeting subsequently, the differerstesild be recognized based on the
accounting for changes in estimates. The Groupulzts the number of shares of
employees’ stock bonus based on the fair valuespare at the previous day of the
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stockholders’ meeting held in the year following fnancial reporting year, after taking
into account the effects of ex-rights and ex-dividie
(22) Income Tax

A. The tax expense for the period comprises curedtdeferred tax. Tax is recognized in
profit or loss, except to the extent that it redat® items recognized in other
comprehensive income or items recognized direatlgquity, in which cases the tax is
recognized in other comprehensive income or equity.

B. The current income tax charge is calculated hen lasis of the tax laws enacted or
substantively enacted at the balance sheet daite icountries where the Group and its
subsidiaries operate and generate taxable incormealement periodically evaluates
positions taken in tax returns with respect toatitns in accordance with applicable tax
regulations. It establishes provisions where appaitgbased on the amounts expected
to be paid to the tax authorities. An additionadltax is levied on the unappropriated
retained earnings and is recorded as income tagnsepin the year the stockholders
resolve to retain the earnings.

C. Deferred income tax is recognized, using tharia sheet liability method, on temporary
differences arising between the tax bases of assetsliabilities and their carrying
amounts in the consolidated financial statemeng&feided income tax is provided on
temporary differences arising on investments irsgliiries and associates, except where
the timing of the reversal of the temporary diffeze is controlled by the Group and it is
probable that the temporary difference will notaese in the foreseeable future. Deferred
income tax is determined using tax rates (and lathg} have been enacted or
substantially enacted by the balance sheet datararekpected to apply when the related
deferred income tax asset is realized or the dadancome tax liability is settled.

D. Deferred income tax assets are recognized ortlyet extent that it is probable that future
taxable profit will be available against which tleenporary differences can be utilized.
At each balance sheet date, unrecognized and reealgteferred income tax assets are
reassessed.

E. Current income tax assets and liabilities afsebfand the net amount reported in the
balance sheet when there is a legally enforceadit to offset the recognized amounts
and there is an intention to settle on a net basisalize the asset and settle the liability
simultaneously.

Deferred income tax assets and liabilities areedvid® the balance sheet when the entity
has the legally enforceable right to offset curtatassets against current tax liabilities
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and they are levied by the same taxation authontgither the same entity or different
entities that intend to settle on a net basis alize the asset and settle the liability
simultaneously.
F. Tax preference generated from research and a@@weint expense adopts income tax
credits accounting.
(23) Revenue Recognition
A. Sales revenue
Revenue from sale of goods is recognizedwdtiehe following conditions have been
satisfied: (a) the significant risks and aeghs of ownership of the goods have transferred
to the buyer; (b) neither continuing man&gjenvolvement nor effective control over
the goods sold have been retained; (c) th@uat of revenue can be measured reliably;
(d) it is probable that the economic besedgsociated with the transaction will flow to
the entity; and (e) the costs incurred dvgancurred in respect of the transaction can be
measured reliably.
B. Service revenue
The revenue generated by offering service is rezedraccording to percentage of
completion on the reporting date.
C. Interest income and Dividends
Dividend from investment is recognized when tharsholders' rights to receive the
payment has been established, provided thatiblsgble the economic benefits will flow
to the Group and the amount of income can be medsatfiably.
Interest income from a financial asset is recogphi@hen it is probable that the economic
benefits will flow to the Company and the amountrmfome can be measured reliably.
Interest income is accrued on a time basis, byeate to the principal outstanding and
at the effective interest rate applicable.
(24) Government grants
Government grants are recognized at their faluevanly when there is reasonable
assurance that the Group will comply with any ctinds attached to the grants and the
grants will be received. Government grants aregeized in profit or loss on a systematic
basis over the periods in which the Group recognegenses for the related costs for
which the grants are intended to compensate. Rkelatethe property, plant and
equipment government subsidies, as the book vdlassets minus items, durable life
within the asset depreciation expenses by redutiagubsidy recognized in profit or
loss.
(25) Share-based Payment Transaction
The share-based payment to the employee isareuneélast the fair value of the stock
options at the grant dat®uring the period when the employee can receieesalary
unconditionally, the share-based payment can begrezed as the salary costs and the
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relative equity can be raised. The recognized galasts is adjusted with the reward
amount that is expected to meet the service camditand non-market price vesting
conditions. The amount that recognized in the enithé reward amount that meets the
service conditions and non-market vesting condstion the vesting date.
(26) Earnings Per Share
The Group presents the basic dildted earnings per shapéthe common shareholders
of the Group. The consolidatiorgisic earnings per shaggnifies that the profit and
loss of the common shareholders of the Compangéelivy theveighted average number
of common shares outstanding during the peritiee diluted earnings per share is
calculated by adjusting the influence of all poigndiluted common shares. Potential
dilution of common share of the Group, includingheertible bonds, warrants, and
employee bonuses that not yet by the shareholdeeting and can taken stock issuance.
(27) Operating segments
Operating segments are reported in a manner stensiwith the internal reporting
provided to the chief operating decision-maker. Thesf operating decision-maker,
who is responsible for allocating resources andssisg performance of the operating
segments, has been identified the strategic decisimker of the Company as the board
of directors.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
AND UNCERTAINTY
When preparing the Group's consolidated financiatesents, during the process of
applying accounting policies, the Group did not makgnificant accounting judgments.
Assumptions and estimates concerning future ewaetbased on histoal experience and
other factors then reviewed on an ongoing basis;

Important accounting estimate and assumptions

Accounting estimates made by the Group are basegbsonable expections of future events

of the balance sheet datbut actual results may differ from these estimat®sch

assumptions and estimates have a significant fislawsing a material adjustment to the

carrying amounts of assets and liabilities withive tnext fiscal year; and the related

information is addressed below:

A. Realization of Deferred Income Tax Assets
Deferred tax assets are recognized to the extanit ik probable that future taxable profits
will be available against which those deferred dagets can be utilized. Assessment of
the realization of the deferred tax assets reqtire€ompany’s subjective judgment and
estimate, including the future revenue growth arddifability, tax holidays, the amount
of tax credits can be utilized and feasible taxpiag strategies. Any changes in the
global economic environment, the industry trends r@hevant laws and regulations could
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result in significant adjustments to the defer@eddssets.
As of December 31, 2014, the Group recognized tefeéncome tax assets amounted to
NT$ 22,175 thousand.

B. Valuation of Inventory
Inventories are stated at the lower of cost orreatizable value, and the Group use
judgment and estimate to determine the net redézeathue of inventory at the end of each
reporting period. Due to the rapid technologicares, the Company estimates the net
realizable value of inventory for obsolescence antharketable items at the end of
reporting period and then writes down the cosheéntories to net realizable value. The
net realizable value of the inventory is mainlyattetined based on assumptions of future
demand within a specific time horizon.
As of December 31, 2014, carrying value of inveptof the Group amounted to NT$
770,785 thousand.

C. Calculation of accrued pension obligations
When calculating the present value of defined memebligations, the Group must apply
judgements and estimates to determine the actusaimptions on balance sheet date,
including discount rates and expected rate of metur plan assets. Any changes in these
assumptions could significantly impact the carryiaghount of defined pension
obligations.
As of December 31, 2014, accrued pension obligatafrthe Group amounted to NT$
80,093 thousand.

6. DETAILS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents

Item December 31,2014 December 31,2013
Cash $ 2953 % 5,503
Demand deposits 220,272 192,083
Check deposits 87 58
Forelg_n currency 116,023 200773
deposits
Total $ 339,335 $ 398,417

A. The Group associates with a variety of financiatitations all with high credit
quality to disperse credit risk, so it expects ttiet probability of counterparty
default is remote. The Group’s maximum exposureréalit risk at balance sheet
date is the carrying amouof all cash and cash equivalents.

B. As of December 31, 2014 and 2013, no cash asiul @quivalents were pledged as
collateral.
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(2) Notes receivable, net

Iltem December 31,2014 December 31,2013

Notes receivable —

related parties $ - % 633
Notes recelyable-Non 58.657 38,594
related parties

Less: allowance for _ B
doubtful accounts

Net $ 58,657 $ 39,227
As of December 31, 2014 and 2013, no notes receivedre pledged as
collateral.

(3) Account receivable, net

Item

December 31,2014 December 31,2013

Related parties

Non-related parties

Less:Allowance for

doubtful accounts
Net

$ 246 $ 183
1,059,821 833,358

(5,054) (852)

$ 1,055,013 $ 832,689

A. Past due but not impaired of the financial assetsaalyzed as follows

Past due but not impaired - notes and accountvaioiel

Neither past Past due ) _ Pastdue
due nor within 60 Paés(; (;Ijueﬁl Pi;t)dgal 181-365 Total
impaired days ays ays days
Dec. 31,2014 § 1,087,312 § 11,563 § 16,167 § 729 § 3,028 §$ 1,118,799
Dec. 31,2013 § 844,372 § 18,303 § 6,887 § 1,772 § 1,434 § 872,768
B. Movements of the allowance for doubtful accounts
2014
Individually Collectively
Assessed for Assessed for Total
Impairment Impairment
Balance at January 1, 2014 $ 1,885 $ 852 $ 2,737
Prow_smn(reversal) for (127) 5595 5 468
Impairment
Effect of exchange rate changes — (1,393) (1,393)
Balance at December 31, 2014 $ 1,758 $ 5054 $ 6,812
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2013

Individually Collectively
Assessed for Assessed for Total
Impairment Impairment
Balance at January 1, 2013 $ 2,061 $ 710 $ 2,771
_Prow_smn(reversal) for (176) 107 (69)
impairment
Effect of exchange rate changes — 35 35
Balance at December 31, 2013 $ 1,885 $ 852 $ 2,737

C. Individually assessed accounts receivable and impant are
presentedunder *“ Other noncurrent assets ".

D. The maximum exposure to credit risk as of Decan®d, 2014 and 2013 was the
carrying amount of each class of accounts recegvabl

E. As of December 31, 2014 and 2013, accountsvaoks were not pledged as
collateral.

(4) Inventories
December 31,2014
Allowance for

Cost price decline of  Book Value
inventories

Raw materials $ 259,048 $ 9545 $ 249,503
Supplies 81,131 2,832 78,299
Work in process 20,285 2,608 17,677
Finished goods 372,152 6,711 365,441
Merchandise 4,108 78 4,030
Raw materials and 55,835 — 55,835
supplies in transit

Total $ 792559 $ 21,774  $ 770,785

December 31,2013
Allowance for

Cost price decline of  Book Value
inventories
Raw materials $ 293,376 $ 6,293 $ 287,083
Supplies 70,982 4,716 66,266
Work in process 9,322 1,449 7,873
Finished goods 269,462 12,590 256,872
Merchandise 2,690 141 2,549
Raw materials and 29077 _ 29077

supplies in transit
Total $ 674,909 $ 25,189 $ 649,720

A. As of December 31, 2014 and 2013, inventoriesew®t pledged as collateral.
B. The cost of inventories recognized as expensthéperiod:
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ltem 2014 2013
Cost of goods sold 4,324,213 $ 3,690,321
Idle capacity costs 7,326 4,607
Revenue from sale of scraps (47,557) (40,311)
(Reversal of allowance)
provision for inventory (3,415) 3,778
market price decline
!_oss on disposal of 23.958 7177
inventory
!_oss (profit) on physical 29 (651)
inventory
Total 4,304,554 % 3,664,921
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(5) Property, Plant and Equipment
Land-

i _— Machinery Hydropower  Transportation Office Other Construction ir
Land revaluation Buildings ; . ; . . Total
increments Equipment Equipment Equipment Equipment Equipment progress
Balance at January 1, 2014 $ 46,046 $ 11,264 $ 347,059 $ 1,223,607 $ 89,649 $ 21359 $ 4,415 $ 25,699 $ 60,575 $ 1,829,673
Additions - - 2,745 17,684 9,358 1,753 1,702 3,978 58,005 95,225
Disposals or retirements — — — — 3) (434) (29) (45) — (511)
Deconsolidation - - (16) (228) (1,712) - — (23) - (1,979)
Reclassification — — 871 122,099 18,538 605 423 3,660 — 146,196
Depreciation charge - - (27,036) (204,895) (16,073) (6,116) (1,917) (6,159) - (262,196)
Reversal of impairment — — 1,588 582 — — — — — 2,170
Effect of exchange rate — — 10,310 74,620 (31,899) 396 26 630 1,706 55,789
changes
Balance at December 31, 2014$ 46,046 $ 11,264 $ 335521 % 1,233,469 $ 67,858 $ 17,563 $ 4,620 $ 27,740 $ 120,286 $ 1,864,367
Carrying Value:
Cost $ 46,046 $ 11264 $ 526,733 $ 2494326 $ 162,016 $ 56,863 $ 20,762 % 68,283 $ 120,286 $ 3,506,579
Less: accumulated
depreciation and impairment (191,212) (1,260,857) (94,158) (39,300) (16,142) (40,543) (1,642,212)
Balance at December 31, 2014$ 46,046 $ 11,264 $ 335,521 $ 1,233,469 $ 67,858 $ 17,563 $ 4,620 $ 27,740 $ 120,286 $ 1,864,367
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Land-

Land revaluation Buildings II\E/Iac_hinery Hydrppower Trans_portation Of_fice O_ther Construction ir Total
increments quipment Equipment Equipment Equipment Equipment progress
Balance at January 1, 2013 $ 46,046 $ 11,264 $ 244641 $ 775,664 $ 63,051 $ 10,330 $ 6,169 $ 26,263 $ — $ 1,183,428
Additions — — 29,023 50,086 1,080 6,393 816 3,945 60,575 151,918
Disposals or retirements — — — — (85) — 9) (220) — (314)
Deconsolidation — — (1,694) (1,454) — — — a77) — (3,325)
Reclassification - - 87,842 561,087 3,673 8,494 73 618 - 661,787
Depreciation charge — — (25,042) (164,692) (14,172) (4,023) (2,676) (5,622) — (216,227)
Loss from impairment — — — (2,561) — — — — — (2,561)
Reversal of impairment — — 2,236 165 — — — — — 2,401
fﬁ:ﬁ;g exchange rate - - 10,053 5,312 36,102 165 42 892 - 52,566
Balance at December 31, 2013$ 46,046 $ 11,264 $ 347,059 $ 1,223,607 $ 89,649 $ 21,359 $ 4,415 3% 25,699 $ 60,575 $ 1,829,673
Carrying Value:
Cost $ 46,046 $ 11264 $ 528,723 $ 2,312,802 $ 134837 $ 58,006 $ 19,230 $ 60,457 $ 60,575 $ 3,232,840
'&ggfégg‘égw:ﬁéﬁ%pairmem ~ ~ (181,664) (1,089,195) (45,188) (37,547) (14,815) (34,758) - (1,403,167)
Balance at December 31, 2013$ 46,046 $ 11,264 $ 347,059 $ 1,223,607 $ 89,649 $ 21359 $ 4,415 $ 25,699 $ 60,575 $ 1,829,673

1. For the information regarding the Group’s propgptsint and equipment pledged to others as coliteiease refer to Note 8.

2. For yeas 2014 and 2013, capitalized interest @@@4 thousands and 3,320 thousanelspectively.
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(6) Short-term loans

December 31, 2014

ltem Amount Interest Rate
Credit loans $ 243,474 1.374%
Letter of credit loans 15,567 1.26%~2.0049%
Total $ 259,041

December 31, 2013

ltem Amount Interest Rate
Mortgage loans $ 89,951 2.75%~4.2%
Credit loans 90,000 2.205%
Letter of credit loans 66,346 1.545%~3.444%
Total $ 246,297

A. Huang Chin-San and Huang Ho-Chun are guarantaisarf-term loans of the Group,
please refer to note 7 and 8.

B.

The following financial ratio (semi-annual and aahwonsolidated financial

statements) restrictions between the Company abdr=8ank for short-term loan
could have effect in the Group’s operations: (a&jisg 2012, current ratio shall not
be lower than 110%; (b2) debt ratio (total debsmantingent liabilities to net tangible
equity ratio) shall not exceed 180% for 2012, 20@%2013 and 2014 220% for
2015 and shall not exceed 150% after 2@1& net tangible equity refers to the amount
of shareholder’s equity deducted by intangible tgs¢e3) interest coverage ratio (the
ratio of the sum of pre-tax and interest expenae gepreciation and amortization to
interest)starting 2012 , shall be no less than 5.5 time$) {@hgible net equity shall
be no less than NT$800 million in 2012, no lessithd billion in 2013 and 2014,
shall not be less than NT$1.2 billion starting 2048lation of the term would trigger
additional 0.25% interest rate and early repayméfdan on February 24, 2014.

(7) Short-term notes and bills payable

December 31,2014

ltem Guarantee Agency Period Inéc;rteest Amount
Short-term notes and bill GRAND BILLS FINANCE October24,2014 0
payable CORPORATION “January22,2015 ©0:812% $ 50,000
Short-term notes and bill MEGA BILLS FINANCE October28,2014 0
payable CO., LTD. ~January26,2015 0.912% 40,000
Total 90,000
Less: discount on
short-term notes and bills (48)
payable
Net Amount $ 89,952
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December 31, 2013

Item Guarantee Agency Period Inézrteest Amount
Short-term notes and bill CHINABILLS FINANCE October1,2013 0
payable CORPORATION January2,2014  0-770% $ 50,000
Total 50,000
Less: discount on
short-term notes and bills (1)
payable
Net Amount $ 49,999

(8) Long-term bank borrowing and current portionarfg-term bank borrowing

December31,2014 December31,2013

Credit loans $ 734,912 $ 833,508
Secured bank borrowings 14,224 25,318
749,136 858,826
Less: current portion of long-term
bank borrowings (87,388) (391,867)
$ 661,748 $ 466,959
Range of maturity dates 2012/1~2017/12 2012/1~2017/12
Range of interest rates 1.88%~4.2% 2.05%~4.2%

A. For more information on collateral for long-tebarrowing, please refer to note 6.

B.The Group signed a three-year NT$800 million, @825 million syndicated loan with
MEGA BANK and other 10 banks on November 5, 20dr&] initial utilized the loan
on January 21, 2013, as agreed by both partiesnitied utilization of the loan shall
be used to repay outstanding balance of originaf RImillion loan only, the loan then
shall be repaired in accordance with new syndicltad after initial utilization.

C. The following financial ratio restrictions (seamnual and annual consolidated
financial statements) between the Company and Baga (Management bank) for
syndicated loan could have effect in the Groupsrapons: (al) current ratio shall
not be lower than 110%; (b2) debt ratio (total deloss contingent liabilities to net
tangible equity ratio) shall not exceed 180% f0L2 200% for 2013 and 20%4
220% for 2015 and shall not exceed 150% after 2iE/met tangible equity refers to
the amount of shareholder’s equity deducted bynmitde assets; (c3) interest
coverage ratio (the ratio of the sum of pre-tax immerest expense plus depreciation
and amortization to interest) shall be no less 8&0%6; (d4) tangible net equity shall
be no less than NT$800 million in 2012, no lessthd billion in 2013 and 2014,
shall not be less than NT$1.2 billion starting 2015
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D. The following financial ratio restrictions (sesmnnual and annual consolidated financial
statements) between the Group’s subsidiary and MBegé for bank loans could have
effect in the Company’s operations: (al) if averageual utilization is below 60% of
line of credit under the loan agreement, additi@a®o interest rate applies to interest
rate of each currency. (b2) Cash flow managemesigdated account: bank and the
Company shall deposit collection of accounts readdizs~ notes receivables or other
cash flows, remittance into cash flow managemesigdated account of the bank, and
starting from the following month of the approvaltel of the agreement, review
deposited amount of the Company, if total deposésdnot exceed equivalent of NT
400 million, then additional 0.1% interest rateyplied to the loan.

(9) Pensions
A. Defined benefit plans:

The Group have a defined benefit pension plan@e@ance with the Labor Standards
Law, covering all regular employees’ service yeatisr to the enforcement of the
Labor Pension Act on July 1, 2005 and service yireafter of employees who chose
to continue to be subject to the pension mechanistier the Law. Under the defined
benefit pension plan, two units are accrued fohgaar of service for the first 15 years
and one unit for each additional year thereaftebject to a maximum of 45 units.
Pension benefits are based on the number of ucitsied and the average monthly
salaries and wages of the last 6 months priortteereent. The Group contributes an
amount equal to 2% of the salaries paid each momtithe Funds, which are
administered by the Labor Pension Fund Supervi€amymittee and deposited in the
Committee’s name in the Bank of Taiwan.

(a) The amounts recognised in the balance sheeeseenined as follows:

Decembe Decembe
31,201 31,201:

Present value of funded
obligation: $ (83,598 $ (89,591
Fair value of plan assets 3,505 10,021

(80,093 (79,570
Unrecognized actuarial gains . o
losse
Unrecognized Prior Service cost — —

balance sheet
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(b) The amounts recognized in the balance sheet teendaed as follows:

2014 2013
Present value of funded
obligations at January 1 3 89,591 $ 84,780
Service cost 1,532 1,656
Interest expense 1,409 1,261
Benefits paid (7,153) —
Actuarial gain or loss (1,781) 1,894
Present value of funde
obligations at December 31 $ 83,598 $ 89,591

(c) Changes in fair value of plan assets are as fsllow

2014 2013
Fair value of plan asstat
January $ 10,021 $ 9,450
Expected return on plan assets 93 162
Contributions on plan assets 445 449
Benefits paid on plan assets (7,153) —
Actuarial gain or loss on ple
asset 99 (40)
Fair value of plan assets at $ 3505 $ 10,021

December 31

(d) Amounts of expenses recognized in statements mpoehensive income are as

follows:

2014 2013
Service cost $ 1532 % 1,655
Interest cost 1,409 1,261
Expected return on plan assets (93) (162)
Pension costs $ 2,848 $ 2,754

Details of cost and expenses recognised in statsménomprehensive income are

as follows:

2014 2013
Cost of sales $ 1,604 $ 1,311
Selling expenses 110 103
General and administrative
expenses 913 1,224
Research and developme
expense 221 116
Total $ 2,848 $ 2,754
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(e) Amounts recognised under other comprehensive ircan@ as follows:

2014 2013
Current period $ 1,880 $ (1,934)
Accumulated amount $ (223) % (2,103)

(NThe Bank of Taiwan was commissioned to manageind of the Group’s defined

benefit pension plan in accordance with the Fuadisual investment and utilization
plan and the “Regulations for Revenues, ExpenditUsafeguard and Utilisation of
the Labor Retirement Fund” (Article 6: The scopetiisation for the Fund includes
deposit in domestic or foreign financial instituts) investment in domestic or foreign
listed, over-the-counter, or private placement Bgecurities, investment in
domestic or foreign real estate securitization pots], etc.). With regard to the
utilisation of the Fund, its minimum earnings i thnnual distributions on the final
financial statements shall be no less than theiregsrattainable from the amounts
accrued from two-year time deposits with the irderates offered by local banks.
The constitution of fair value of plan assets aPetember 31, 2014 and 2013 is
given in the Annual Labor Retirement Fund UtilisatiReport published by the
government. Expected return on plan assets wagjection of overall return for the
obligations period, which was estimated based stohcal returns and by reference
to the status of Labor Retirement Fund utilisatlon the Labor Pension Fund
Supervisory Committee and taking into account fifecethat the Fund’s minimum
earnings in the annual distributions on the fi@cial statements shall be no less
than the earnings attainable from the amounts adcitom two-year time deposits
with the interest rates offered by local banks.

(g) The principal actuarial assumptions used werel&svs:
December 31,2014 December 31,2013

Discount rate 1.75% 1.75%
Future salary rate increase 2.00% 2.00%
Expected rate of return on pl 1.75% 1.75%
assets

(h) Historical information of experience adjustmentsvas follows:
December 31,2014 December 31,2013 December 31,2012

Present value of fund

- $ (83,598) $ (89,591) $ (84,780)
obligations
Fair value of plan assets 3,505 10,021 9,450
Plan deficit $ (80,093) $ (79,570) $ (75,330)
Experience adjustmel g g -
on plan liabilities
Experience adjustmel $ g g B

on plan assets
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(i) Expected total contributions paid to the defireenefit pension plans of the Group
within one year from December 31, 2014 was NT$2 Bddsands.

B. Defined contribution plans:

(a) Effective July 1, 2005, the Company and its dstic subsidiaries have established
a defined contribution pension plan (the “New P)amider the Labor Pension Act
(the “Act”), covering all regular employees with@RC. nationality. Under the
New Plan, the Company and its domestic subsidiacagribute monthly an
amount based on 6% of the employees’ monthly sslamd wages to the employee
individual pension accounts ant the Bureau of Lalmsurance. The benefits
accrued are paid monthly or in lump sum upon teatnom of employment.

(b)NANLIU ENTERPRISE (PINGHU) CO., LTD. in mainland @fa is subject to the
government sponsored defined contribution plan. thlgrcontributions based on
a certain percentage of employees’ monthly salameswages are deposited to an
independent fund administered by the governmeantaordance with the pension
regulations in the People’s Republic of China (PRQ)her than the monthly
contributions, the Group has no further obligations

7

(c) Pension costs of the Group under the abovei@eptans for years 2014 and 2013
were 15,530 thousands and 12,485 thousands, regbgct
(10) Income Tax
A. Income Tax Expense
(a) Components of income tax expense:
ltem 2014 2013

Current income tax
Income tax incurred in current period  $ 135,186 $ 112,981

10% tax on unappropriated earnings 17,939 8,054
Income tax adjustments on prior years 4,733 1,530
10% Dividend tax through

capitalization of retained earning’s 16,534 —

by subsidiaries
Deferred income tax expense

Recognition and reversal of
temporary differences 1413 (17,112)
Income tax expense $ 175,805 $ 105,453
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(b) The income tax relating to components of other a@tngnsive income is as

follows:
Item 2014 2013
Currency translation differences $ — $ 5,608
Actuarial gains/losses on defined 320 399
benefit obligations (329)
Total $ 320 % 5,279
B. Reconciliation between income tax expense anduating profit:
Item 2014 2013

Income before tax $ 595957 $ 482,240
Income tax expense at the statutory tax rateb 101,313  $ 81,981
Nondeductible (deductible) items in

determining taxable income 4,233 1,185
Deferred tax:

Recognition and reversal of temporary
differences 1413 (17.112)

10% tax on unappropriated earnings 17,939 8,054
Income tax adjustments on prior years 4,733 1,530
10% dividend tax through

Ccapitalization of retained earnings by 16,534 —
subsidiaries

Impact from different tax rates of

subsidiaries operating in other 29,640 29,815
jurisdictions

Income tax expense $ 175,805 $ 105,453

C. Deferred tax assets or liabilities resulted ftemporary differences, loss
carryforwards and investment tax credits are devis!:

2014

Recognised

Recognised in

Item ] . : other December
anuary 1 in profit or comprehensive 31
loss income
Temporary differences:
Impairment of assets $ 3,077 % (270) $ - $ 2,807
Loss on inventory market 2206 (465) _ 1,741
value decline
Unrealized exchange gains (1,287) (533) — (1,820)
Accrued pension cost 13,527 409 (320) 13,616
Currency translation - - - -
differences (Note)
Others 3,646 (554) — 3,092
Deferred income tax expense
(benefi) P $  (1,413) $ (320)
(Continued)
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Net deferred income tax
assets(liabilities) $ 21,169 $ 10436

Express information in the balance sheet as follows

Deferred income tax assets ﬂ %
Deferred income tax liabilities w M
2013
It Recognised Recognised in
em January 1 in profit or Othﬁr _ December
loss comprehensive 31
Income

Temporary differences:

Impairment of assets $ 3,457 $ (380) $ - $ 3,077
Loss on _mventorymarke1 2081 125 o 2206
value decline
Unrealized exchange gain (289) (998) — (1,287)
Investment income (Note) (16,905) 16,905 — —
Accrued pension cost 13,497 (299) 329 13,527
Currency translation - -
differences (Note) 5,608 (5.608)
Others 1,887 1,759 — 3,646

Deferred income tax expense

(benefit) $ 17,112 $  (5,279)

Net deferred income tax $ 9.336 $ 21169

assets(liabilities)
Express information in the balance sheet as follows
Deferred income tax assets $ 27,374 $ 22,858

Deferred income tax liabilites $ 18,038 $ 1,689

(Note) The Company has control over dividendsithistion decision of subsidiaries.
The Company had planned to use the distributiosaofhings of subsidiaries
to support capital expenditure required by YancNao-woven Technology
Park (Yanchao Factory). But the Company has sefiicivorking capital and
there is no significant capital expenditures atenitr stage, in addition, the
Company planned to reinvest retained earnings bsidiaries to expand
operations of subsidiaries, therefore, based oluatran conducted in 2013,
the temporary differences resulted from undistedutetained earnings of
subsidiaries and foreign currency translation dififees were not expected to
be reversed in foreseeable future, in accordanteparagraph 39 of IAS 12,
the taxable temporary differences (including subsys undistributed
earnings and foreign currency translation diffee=)avas not recognized as
deferred tax liabilities.

D. The Company’s income tax returns through 2022 Heeen assessed and approved

by the Tax Authority.
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E. Subsidiaries of the Company filed tax retuusing applicable tax rates of each
jurisdictionshave been assessed and approved by respectivetiexiges through
2012.

F. Unappropriated retained earnings:
ltem December 31,2014 December 31,2013
Earnings generated in and

before 1997

Earnings generated in
1998~2009
Earnings generated in and

after 2010
Total $ 823,705 $ 587,980

27,961 % 27,961

795,744 560,019

G. Imputation credit account and creditable ratio

December 31,2014 December 31,2013

Imputation credit accout
balanc: $ 44,228 $ 38,939

2014 (Actual) 2013 (Actual)

Creditable ratio for earnings
distribution to resident 11.23% 15.76%
shareholders

(11) Captial and other equity
A. Common capital

As of January 1, 2013, authorized and issugatataof the Company were
NT$1,000,000 thousands and NT$ 645,000 thousaritts par value of $10 per
share, divided into 100,000 thousand shares an8064thousand shares,
respectively. On March 8, 2013, board of directoirghe Company adopted a
resolution to increase common capital NT$ 81,00uslands. After
aforementioned increase of capital, total authdrized issued capital were
NT$1,000,000 thousands and NT$ 726,000 thousaretpectively as of
December 31, 2014.

B. Capital surplus

Item December 31,2014 December 31,2013
Additional paid-
in capital $ 439,404 $ 439,404
Employee stock
options 14,063 14,063
Total $ 453,467 $ 453,467

Pursuant to the R.O.C. Company Law, capital suglissng from paid-in capital
in excess of par value on issuance of common stme#donations can be used
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to cover accumulated deficit or to issue new stamksash to shareholders in
proportion to their share ownership, provided tiila@ Company has no
accumulated deficit. Further, the R.O.C. Securiéied Exchange Law requires
that the amount of capital surplus to be capitdlizeentioned above should not
exceed 10% of the paid-in capital each year. Clagifglus should not be used to
cover accumulated deficit unless the legal reserirgsufficient.

C. Retained earnings and dividend policy

(a). According to provisions of imputation tax gmstwhich implemented in 1998,
undistribution surplus before 1997, according te @ompany’s Articles of
Incorporation, 10% of the annual net income, aftésetting any loss of prior
years and paying all taxes and dues, shall besgd¢ as legal reserve. The
remaining amount can be distributed in accordantie avresolution adopted
by the Board of directors and approved at the $iwddlers’ meeting. Employee
bonus should be no less than one percent of disiiin

(b). The distributions of retained earnings for 2@&nd 2012 were adopted by
Board of Directors held on March 17, 2014 and apgddoy the shareholders’
meeting on April 30, 2013. The appropriations aidénds per share were

as follows:
2013 2012
sr?;\rlledggddgﬁ;r) Amount sr?;\rlledggddgﬁ;r) Amount

Cash 2.20 $ 159,720 1.50 $ 96,750
Stock — — — —

$ 159,720 $ 96,750
Bonus to employees $ 6,782 $ 3,546
Renumeration to
directors and 3,391 1,013
supervisors

$ 10,173 $ 4,559

The appropriation of Earnings of 200/8re as follows:
2013

The amount to be Estimated annual
allocated by the  cost recognized in  Different

board of directors the amount
Allotment case:
Bonus to employees $ 6,782 $ 6,782 $ —
Renumeration to
directors and $ 3,391 $ 3,391 $ —

supervisors
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Distribution of 2013 retained earnings was the sameroposal by board of
directors on March 17, 2014 and shareholder resolutn June 6, 2014.
Please refer to “Market Observation Post Systengbsite of the Taiwan
Stock Exchange for resolution of board of directord shareholders’ meeting.

(c).The legal capital reserve may be used to ofisge¢ficit, or be distributed as
dividends in cash or stocks for the portion in escef 25% of the paid-in
capital.

(d). For years 2014 and 2013, employees’ bongs3 thousand and 6,782
thousand, tectors’ and supervisors’ remuneration 3,781 tlaodsand
3,391 thousand, respectively, were accrued basdkeoafter tax earnings of
related years, considering legal reserve calculagdde percentage prescribed
under the Company’s Articles of Incorporation aedagnized as operating
cost and operating expenses. If the resolutionthefshareholders meeting
were different from the accrued amount, the difieeewill be adjusted to
profit and loss of the year of shareholders’ megtin

(e). Other equity

Foreign Currency
Translation Difference

January 1,2014 $ 51,683
Currency translation differences 86,715
December 31,2014 $ 138,398
January 1,2013 $ (27,380
Currency translation differences 79,064
December 31,2013 $ 51,683

(12) Share-based payments
A.Agreements about the Group’s share-based payrfaritse years ended
December31,2014 and 2013 were as follow

Type of Grant date Number of Term of Vested
Agreement (Note) stock options agreement Conditions

Employee March 21, Activie
stockpopﬁions 2013 810thousanc No employees
(Note) The Board of Directors of the Group resohad March 8, 2013 the

issuance of new shares and allocated 10% for 2@tR sption plan, for
employees to subscribe to, according to the Compamy The grant date
of aforementioned stock options was March 21, 2@hyment due date
was on May 2, 2013, delivery date was on May 63201
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B. The detail informations of share-based paymeaarevas follows

2013
Number of Stocl Weightec-
Options (In average Exercis:
Thousands) Price(NT$)
Balance,beginning of ye — —
Stock options grantt 810 51

Stock options exercis (810) (51)
Balance,end of ye —
Balance exercisable, end
yeal
C.Weighted-average fair value of stock options exetuvas NT$64.31 at the
exercise date of 2013.
D.The Group used the Black-Scholes model to detegritie fair value of the stock
options. The valuation assumptions were as follows:

2013
Stock . : .
Type of price on E>.<erC|se Expected Expected Expected R'Sk free Fair
Grant date price(NT p X L interest value
Agreement grant volatility life dividend .
$/share) rate per unit
date
Employee March
stock 51 2013 64.31 51.00 59.51% 46 days - 1.30% 14.21
options ’

E. Expenses of the aforementioned stock optionsre@sgnized as follows:
2013

Employee share option expense $ 11,512

F. No amendment to share-based payment agreemeinig the year.

(13) Earnings per share

For the year ended December 31,4
Weighted average

Income after number of ordinary Earnlr:lgs
tax shares outstanding P* > ¢
(in dollarg

(shares in thousanyds

Basic earnings per share

Profit attributable t ordinary
shareholders of the parent $ 420152 72600 $ 579

Diluted earnings per share

Assumed conversion of all
dilutive potential ordinary shares

Employees' bonus — 54
Profit attributable to ordinary
shareholders plus assumed $ 420152 72654 $ 578

conversion of all dilutive
potential ordinary shares
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For the year ended December 31,3
Weighted average

Income after number of ordinary Earnlr:\gs
tax shares outstanding o oo o
(in dollarg

(shares in thousanyds

Basic earnings per share
Profit attributable t ordinary
shareholders of the parent

Diluted earnings per share

Assumed conversion of all
dilutive potential ordinary shares
Employees' bonus — 678

Profit attributable to ordinary

shareholders plus assumed $ 376787 70571 $
conversion of all dilutive ’ '
potential ordinary shares

Starting 2008, in accordance with (96) Interpretatd52 of Accounting
Research and Development Foundation, all employeaud and
remunerations of directors and supervisors shoellidated as expenses not
distribution of retained earnings. As employeesiumcould be distributed
in the form of stock, the diluted EPS computatidralk include those
estimated shares that would increase from emplogtek bonus issuances
in the weighted-average number of common sharegamding during the
reporting year, taking into account the dilutivéeets of stock bonus on
potential common shares; whereas, basic EPS shalloulated based on
the weighted-average number of common shares adista during the
reporting year that include the shares of empldysgtesk bonus for the
appropriation of prior years’ earnings, which haeady been resolved at
the stockholders’ meeting held in the reportingry8ance capitalization of
employees’ bonus no longer belongs to distributibstock dividends, the
calculation of basic EPS and diluted EPS for atiqus presented shall not

be adjusted retroactively.
Weighted average number of the outstanding shdr@8X8 was calculated as

$ 376,787 69,893 $ 5.39

5.34

follows :
2013
Shares . Weighted average
Outstanding number of shares
(thousand) :
outstanding (thousand)
January 1, 2013-
64,500 December 31,2013 64,500
May 3, 2013~
8,100 December 31, 2013 5,393
72,600 69,893
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(14) Net sales

2014 2013
Net sale of gooc $ 5,343,400 $ 4,567,420
Net sale of servic 591 794
Total $ 5343,991 $ 4,568,214

(15) Other non-operating income and expenses
A.Other income

2014 2013
Interest income $ 2,706 $ 1,553
Impairment (Reversal Gain) of PPE 2,170 (160)
(Gain) on disposal of PPE (950) (3,431)
Net currency exchan gain 782 7,190
Others 16,243 2,040
Total $ 20,951 % 7,192
B. Finance costs

2014 2013
Interest expense (Bank borrowings) $ 23,782 $ 31,485
Total $ 23,782 % 31,485

(16) Additional information of expenses by nature and Employeefitesxpense:
For the year ended December 31, 2014

Operating costs (g)egg’rl]tégg Total
Employee benefits expenses $ 236,614 $ 105,883 $ 342,497
Wages and salaries 199,949 94,561 294,510
Labor and health 19,234 6,257 25,491

insurance expenses
Pension costs 5,676 3,668 9,344
Other personnel expenses 11,755 1,397 13,152
Depreciation 253,727 8,469 262,196
Amortization a7 6,332 6,379
For the year ended December 31, 2013

Operating costs (g)egg’rl]tégg Total
Employee benefits expenses $ 193,948 $ 108,856 $ 302,804
Wages and salaries 163,080 97,854 260,934
(Continued)
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Labor and health

Insurance expenses 16,191 5,976 22,167
Pension costs 4,814 3,791 8,605
Other personnel expenses 9,863 1,235 11,098
Depreciation 205,739 10,488 216,227
Amortization 38 1,590 1,628

7. RELATED PARTY TRANSACTIONS

(2)A. The names and relationships of the Group

Name of related party Relationship with the Group
Huang Chin-San Chairman of the Company of the Group
Huang Hsieh Mei-Yun Spouse of the chairman of the parent company
Huang Ho-Chun General Manager of the Company

BEAUTY EXPRESS cO. Deemed related party of the parent company

(2)B. Significant transactions and balances withtesl parties:

A.(a). Purchases: None.

B.(b). Sales
2014 2013
Name of related party Amount % Amount %
BEAUTY EXPRESS CO. $ 899 002 % 2,476 0.05

The selling prices and collection terms to relgiadies are the same as ordinary
sales.

C(c). Notes and accounts payabldone.

D(d). Notes and accounts receivable
December31,2014 December31,2013

Name of related party  Item Amount % Amount %

BEAUTY EXPRESS Note

CO. receivable ® N - 9 633 1.6l
C

BEAUTY EXPRESS Accqunt 246 0.02 183 0.12

CO. receivable

E(e). Property transactiondNone.

F(f). Rental expenses
(@l) The Groups’ parent company rent houses from HuasighHMei-Yun and
Huang Ho-Chun as employees’ dormitories since Falgra008. Rental period
is from February 1, 2008 to January 31, 2011 atthigmrent NT 8,000 and
renewed on November 20, 2010 for period from Felyrdaa2011 to December
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31, 2014. Annual rental expenses were NT 200,00@014 and 2013. As of
December 31, 2014 and 2013, the above amountssstted.

(b2) The Groups’ parent company leased land fromartd Hsieh Mei-Yun and
Huang Ho-Chun since July 2011 for monthly rent A@usand Annual rental
expenses were 240 thousand for 2014 and 2013. éenileer 31, 2014 and 2013,
the above amounts were settled.

G (g) Others:

(a)Except a bank loan for machineries by a suasidorrowed from Mega bank in
2012 was guaranteed by Huang Chin-San, Huang H&sefyun and Huang
Ho-Chun, the rest of bank loans of the Group weiganteed by Huang Chin-
San, Huang Hsieh Mei-Yun and Huang Ho-Chun.

(b)Key management compensation:

ltem 2014 2013
Salaries $ 9944 % 12,170
Bonus 2,747 2,853
(Continued)
Service allowance 590 810
:?elfrt]rslbutlon of surplus 4.038 1,458
Total $ 17,319 % 17,291

(i2-1) Salaries include salary, allowances, persisaverance pay, etc.

(ii2-2) Bonuses include bonuses, incentives, etc.

(ili2-3) Service allowances include travelling erpes, special allowances,
various allowances, dormitories, company cars, etc.

(iv)2-4) Distribution of surplus items are remurteya to directors and
supervisors and employee bonuses.

(v2-5) Related information can also be found inwaimeport of the Company.

8. PLEDGED ASSETS

The Groups assets pledged as collateral were lasvéol

Item December 31,2014 December 31,2013
Restricted assets $ 43,771 $ 65,341
Land use rights — 57,215
Land 48,744 48,744
Building 2,346 98,882
Machinery equipment — 197,969
Total $ 94,861 $ 468,151
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9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNI

COMMITMENTS

ZED CONTRACT

A. The Group's commitments and contingent lialeitivere as follows

Item

December 31,2014 December 31,2013

Guarantee notes
payable issued fdoans NTD
and purchases.

270,000

NTD 260,000

Guarantee notes payable
issued for loans ant USD
purchases.

UsSD 2,000

B. As of December 31, 2014 and 2013,amounts of unkestedls of credit and deposits

were as follows:
December 31,2014

December 31,2013

Letter of credit L/C deposit Letter of credit L/C deposit
usD 4,410 USD 3,895
EUR 1,122 $ - EUR 612 $ -
JYP 18,600 JYP 51,000

C.In September 2011, the Company entered intoaioreof superficies agreement with
Taiwan Sugar Corporation for 4 pieces of land ledait No. 4 Dai Tien Fu Section,
Yanchao, Kaohsiung as the land of new factoryGbmpany has paid NT 8,153
thousand dollars as deposit and listed as “Refuedaéposits”. Both parties agreed

official agreement shall be signed after Taiwanauprporation changed usage of land
based on superficies agreement and the Companypslyal0 year royalty amounting to

NT 46,680 thousand to Taiwan Sugar Corporationefigies agreement is valid through
January 9, 2024, can be extended by paying rogftiky expiry of current agreement, but
total accumulated period of creation of superfisiesll not exceed 50 years, the agreement

is not extendable after total accumulated yearshesa50 years.

D.The Group's subsidiary signed a constructioneagest amounting to RMB 17,800

thousand with Pingnan Construction Engineering ., in Pinghu city, China, to build

the fourth stage of engineering research and dpmedat workshop. As of December
31, 2014 the subsidiary has paid RMB 14,240 thadisan

10. CASUALTY LOSSES: None.

11. SUBSEQUENT EVENTS: None.
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12. OTHER DISCLOSURES FOR FINANCIAL INTRUMENTS
A. Capital risk management

The main objective of the Group's capital managengeto maintain healthy and
good capital ratios to support business operafodsnaximize shareholders' equity.
The Group adjusts capital structure based on ecmnoonditions and debt ratio by
means of adjusting the dividends paid to sharels|de issuing new shares.
The Group periodically reviews its debt-equity @atd monitor funds. The debt-
equity ratio at reported date were as follows:

Item December 31,2014 December 31,2013
Total liabilities $ 2,558,425  $ 2,440,090
Total equity 2,345,258 1,996,551
Debt to equity rati 109.09% 122.22%

B. Financial instruments
(a). Fair value information of financial instruments

December 31,2014 December 31,2013

Iltem Book Value Fair Value Book Value Fair Value

Assets:

Cash and cas $ 339335 $ 339335 $ 398417 $ 398417
equivalents : ' ' ’

Notes and accoun 1,117,356 1,117,356 890,533 890,533
receivable

Restricted asse 43,771 43,771 65,341 65,341

Other current asst 38,363 38,363 8,854 8,854

Refundable depo: 15,524 15,524 15,353 15,353

Liabilities:

Shor-term 259,041 259,041 246,297 246,297
borrowing

Shor-term bills 89,952 89,952 49,999 49,999
payable net

Notesand accounts 1,234,329 1,234,329 1,073,162 1,073,162
payable

Payables ol 47,221 47,221 59,129 59,129
equipment

Current portion o

long-term bank 87,388 87,388 391,867 391,867

borrowing

Long-term bank 661,748 661,748 466,959 466,959

borrowing
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(b). Financial risk management policies
The Group uses a comprehensive risk managementamtdol systems to
clearly identify, measure and control all of theo@p's risks (including market
risk, credit risk, liquidity risk and cash flow kisfor the Group's management
to effectively control and measure market riskddreisk, liquidity risk and
cash flow risk.
The Group’s management evaluates economic congjtioompletion and
effect of market value risks to control various kedrrisks effectively, to
optimize risk position, to maintain proper liquidénd central control of market
risks

(c). Market risk
Market risks refer to the result of changes in reagices, such as exchange
rates, interest rates, equity instrument price ghanwhich will affect the
Company's risk-benefit or value of financial instients. The objective of
market risk management is to control the degreaarket risk within bearable
range, and maximize the return on investment.

(i1) Foreign exchange risk
The Group operates internationally and is exposefbrieign exchange risk
arising from various currency exposures, primanith respect to the USD-~
RMB and EUR.Foreign exchange risk arises from future commercial
transactions, recognized assets and liabilitiesretdnvestments in foreign
operations.
(i1-1). Exchange rate risk exposures
At the balance sheet date, the book value of mopatsets and liabilities,
which denominated in non-functional currency wesdalows:

December 31,2014 December 31,2013
Foreign Foreign
currency  Exchange currency  Exchange
Item amount (in rate NTS amount (in rate NT$
thousands) thousands)
Financial assets
Monetary items
usD $ 18,800 31.650 $ 595,030 $ 24,558 29.805 $ 731,966
RMB 6,995 5.092 35,618 8,510 4,919 41,862
EUR 19 38.470 738 71 41.090 2,946
Financial
liabilities
Monetary items
(Continued)
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usD 19,874  31.650 629,020 30,270 29.805 902,206
EUR 2,576  38.470 99,088 6,280 41.090 258,034
JPY 18,600 0.264 4,921 52,145 0.284 14,804
(11-2). Sensitivity analysis

The Group's risk of exchange rate is mainly froend¢bnversion of

cash and cash equivalents, receivables (payaltie) mceivable

(payable), and bank borrowings, which is denomuh&tenon-

functional currency. As of December 31,2014 and32ifithe

NTD:USD(/ RMB / EUR) exchange rate appreciatesgrdciates by

1% with all other factors remaining constant, thenpany’s pre-tax

profit for the years ended December 31,2014 an® 2aiuld increase

/ decrease by $1,016 thousand and $3,983 thousapdatively. The

analysis is using the same basis with prior period.

(ii2) Interest rate risk
The Group's bank borrowings are based on floatatg and do not have
interest rate swap contracts to change floatinfxed rate. In response to
interest rate risk, the Group assesses the bankuwnency borrowing rates
regularly, maintain good relations between finahmiatitutions to decrease
financing costs and strengthen management of wgrapital to reduce the
reliance on banks and risk of changes in inteadssr

The Group’s exposure to interest risk of finantailities is described in the
liquidity risk of this noteThe following sensitivity analysis is accordinghe
non-derivative instrument’s interest risk at theaeing date. The analysis
assumed the amount of floating interest rate baakd at the end of the
reporting period had been outstanding for the erggriod.A hypothetical
increase / decrease 1% in interest rate would hesdted in an increase /
decrease in net income by approximately $10,98Lsdod and $11,551
thousand for the years ended December 31, 2012GiRI

(iii3) Credit risk:
The Group's primary credit risk is the collectidireceivables, the Group has
continuously assessed the collectability of accoantd notes receivable, and
reserved provision for doubtful accounts, thereftiie Group’s credit risk is
very low.

(iv4) Liquidity risk:
The Group manage and maintain sufficient cash asth @quivalents to
support the Group's operations and ease the eféédtsctuations in cash
flows. The Group's management supervise utilizabbrbank facilities to
ensure compliance of loan agreements.
Bank loans are an important sources for liquiditthe Group. The following
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table analyzes non-derivative financial liabilitlessed on the earliest possible

repayment date.
December 31, 2014

ltem Lessthan 1 Between1l Between 3 Morethan Contractual
year and 3 years and 5 years 5 years cash flows
Short-term borrowing  $ 259,041 $ - $ - $ - $ 259,041
ﬁgtort-term bills payable , 89 952 B B B 89 952
Notes payable 529,444 — — — 529,444
Accounts payable 548,373 — — — 548,373
Other payable 156,512 — — — 156,512
Payables on equipment 47,221 — — — 47,221
Long-term bank
borrowing (including 87,388 661,748 — — 749,136

Current portion of long-
term bank borrowing)

December 31, 2013

ltem Lessthan 1 Between1l Between 3 Morethan Contractual
year and 3 years and 5 years 5years cash flows
Short-term borrowing  $ 246,297 $ - $ - $ - $ 246,297
\:.Qtort-term bills payable , 49,999 B B B 49,999
Notes payable 442,066 — — — 442,066
Accounts payable 450,289 — — — 450,289
Other payable 180,807 — — — 180,807
Payables on equipment 59,129 — — — 59,129
Long-term bank
borrowing (including 391,867 466,959 - - 858,826

Current portion of long-

term bank borrowing)
The cash flow risk of changes in interest rate:
Changes in the Group's cash flow risk is primdniyn the floating rate bank
loans. The Group's bank loans are based on long-tieating rate, when
interest rates rise, the Group negotiates to dserederest rates or borrow
short-term loans to manage its interest rate €slerall, the Group's cash flow
risk from changes in interest rates is low.

C. Financial instruments with off-balance sheetitnesk

(a) The Group provides endorsement, guarantee conami to subsidiaries in
accordance with “Regulations governing endorsememd guarantees”.
Because the Group has full control over the subs&hl’ credit status, no
collateral was requested. In default of subsids&rtee possible loss are the
same amount as the guarantee or endorsement plovide
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(b) Financial instruments with off-balance sheetd risk
ltem December 31,2014 December 31,2013

Endorsements / guarantees
provided to subsidiaries $ 1,040,694 % 1,376,780

D. Fair value estimation
The Group does not engage in transactions of finhimstruments measured by
fair value.

13.ADDITIONAL DISCLOSURES
Following are the additional disclosures requirgdhe SFB for the Group:
A. Financings provided: Please see Table 1 attached
B. Endorsement/guarantee provided: Please see Zatached.
C. Marketable securities held (excluding investraemtsubsidiaries, associates and
jointly control identities): None
D. Marketable securities acquired and disposed obsts or prices of at least
NT$300 million or 20% of the paid-in capital: None
E. Acquisition of individual real estate propertascosts of at least NT$300
million or 20% of the paid-in capital: None
F. Disposal of individual real estate propertieprates of at least NT$300 million
or 20% of the paid-in capital: None
G. Total purchases from or sales to related paofies least NT$100 million or
20% of the paid-in capital: Please see Table3 latthc
H. Receivables from related parties amounting teagt NT$100 million or 20%
of the paid-in capital: None
l. Information about the derivative financial ingtments transaction: None
J. Other: The business relationship between thenpand subsidiaries and
significant transactions between them : Pleas@ abke 4 attached
K. Names, locations, and related information oestees over which the Company
exercises significant influence (excluding inforroaton investment in Mainland
China): Please see Table 5 attached
L. Information on investment in Mainland China
(a) The name of the investee in Mainland Chinaptlaen businesses and
products, its issued capital, method of investmiefdymation on inflow or
outflow of capital, percentage of ownership, incofiesses) of the investee,
share of profits/losses of investee, ending balsae®unt received as
dividends from the investee, and the limitationmorestee: Please see Table
6 attached
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(b) Significant direct or indirect transactions lwihe investee, its prices and
terms of payment, unrealized gain or loss, andratiated information
which is helpful to understand the impact of inwest in Mainland China
on financial reports: Please see Table 2, Tablable 6 attached.
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TABLE 1
FINANCINGS PROVIDED
FOR THE YEAR ENDED DECEMBER 31, 2014
(Amounts in Thousands of New Taiwan Dollars, UnlesSpecified Otherwise)

Maximum ) ) ] )
Financial Balance for | Ending Amount _ Reason Collateral _ Financing Financing
No. | i ein Statement | Related the Balance | Actually Nature for ~[Transaction Allowance Limits for Each|  Company’s
9 Counter- Period (US$| (US$in Drawn Interest ) ) Amounts for for Borrowing Total Financing
(Note Account i h d USS$ i Financing S nci
Company party Party " in @) Thousands)| ( in Rate (Note 5) Financing| ad Debt| Item| Value | Company | Amount Limits

1 ousands Note 4

) (Note 2) ot 3 (Note 8) | Thousands) (Note 4) (Note 6) (Note 7) (Note 7)

1 |NANLU NANLIU Other Yes [USD 3,000USD —| USD 3,000 4.29%The need for —|For its - - — —[NTD 938,103
ENTERPRISE(|ENTERPRISE|receivables short-term business Net worth of
SAMOA) (PINGHU) CO, financing turnover the Company
CO.LTD. LTD. NTD

2,345,258x409
=938,103

Note 1: Description No. column are as follows

Note 8: If a public company based public compa

1)Issuer fi

II'0.

2)Investee companies according to the companyotiseguentially numbered by the Arabic numerals 1.
Note 2: Accounts receivable column sums of afisataccounts receivable relationship between nhamelsolders exchanges, advance payment,
temporary payment ... and other projects, suchesdse of loans to the nature of those who arergetjto fill in this field.
Note 3: The maximum balance for the period andreptalance represent the amounts approved by thel®d Directors.
Note 4: Loans to the nature of the case shouldsterllwith the case of a business or those who sleed-term financial intermediation.
Note 5: Loan funds and nature of a business pelaminess should fill amount, the amount of busiribe company refers to lend money and
the amount of business loans and objects of thé reosnt year.
Note 6: Loans to the nature of the case it is resrgg0 short-term financial intermediation, shospecify the reasons and the necessary capital
for t_heI loan and the loan with the object of the akfunds, for example: to repay loans, purchds®oipment, operating working
capital ... etc.
Note 7:Should fill according to the company loamethers operating

individually mention the board resolution, altho
Announcement balance amount includederrdéisolution, in order to expose their own risk; subsequent repayment of funds should

disclose after their outstanding balances, in ord&djust the risk of reaction. If a public compdrased treatment guidelines for Article
14, paragraph 2, the board of directors to auteahe Chairman within a period of one year andreaiteamount of the loan or sub-sub-
dial cycle use, should continue to fund the loath ta@ amount approved by the Board announcemeheafeclaration of a balance,
although the subsequent repayment of funds, butstilhpe set aside to consider the loan agaishduld continue to fund the loan and

the amount approved by the Board announcementealehlaration of a balance.

Shoul to _ rocedures laid down for indigicbbjects capital loans and loans to the
limit with the overall limits, and in the remarkslamn of calculating the loans to the overall lisnitf individual objects and methods.

yet allocated, it should still be the Board
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TABLE 2

ENDORSEMENTS/GUARANTEES PROVIDED
FOR THE YEAR ENDED DECEMBER 31, 2014
(Amounts in Thousands of New Taiwan Dollars, UnlesSpecified Otherwise)

Limits on .
Guaranteed Party Endorsement] Maximum di Amount | Amount of Ratio of Maximum | Guarantee Guarante€
Ending Accumulated i i
Endorsement/ Guarantee Balance Balance Actually |Endorsement/ Erd y Endorsement/ Provided | Guarantee|Provided tg
No. Nature of Amount  |for the Periodi (USS$ in Drawn | Guarantee | _2ndorsement/| = o - tee by  |Provided bySubsidiarief
(Note 1) Guarantee Name Relationshig Provided to (US$in (US$in | Collateralized Guzéran{ee 0 Net “Amount Parent |z sybsidiaryin Mainland
Provider (Note 1) N Each Thousands)| " "OUSaM% o usandd) by AU PET I Allowable | Company 1 china
(Note 2) Guaranteed (Note 5) _ Latest Financial (Note 3
party(Note 3 (Note 4) (Note 6) | Properties | o\ - onts (Note 3) | (Note 7) (Note 3
0 |The CompanyNANLIU 2 NTD USD UsD USD NTD NTD
ENTERPRISE 4,690,516 58,125 26,12§ 8879 — 2,345,258
' ' ' ' 34.48% : ' Y N N
(SAMOA) E%RO 61 ° x200%
CO.LTD. J -3 _NTD
0 [The CompanNANLIU 3 NTD USD usb [USD |NTD 4,690,516
ENTERPRISE 4,690,516 7,500 7,50¢ 3,000 —
i RMB 9.90% Y N Y
(PINGHU) CO, 10.000
LTD. '

Note 1: Description No. column are as follows
(1) Issuer fill O.
(2)Investee companies according to the companytiseguentially numbered by the Arabic numerals 1.

Note 2: Endorsement of the endorsee guaranteergaaralationship with any of the following six @ujs, labeled species can:
(1) Company has a business relationship.
(2) Directly holds more than fifty percent stake in agoon shares of the subsidiary.
(3) Parent and subsidiary equity holders of ordinagre$ito calculate more than fifty percent of codsdéd investee companies.
(4) For direct or indirect ownership via subsidiariegrenthan fifty percent stake in common shares @fodrent company.
(5) The mutual insurance company based on the corftedieen the engineering needs of the industrygordance with contract

provisions
(6) Investor Relations funded by common shareholdeesoh company according to their stake its guagasftendorsement

56



Note 3: For others, according to the company shblilehdorsement ensure operating proceduresdain limits on individual objects and
endorsements guarantee of endorsement and guacailteg, and in remarks column of endorsement@uatantee individual objects
and calculate the overall limits of the method.

Note 4. The maximum balance for the period andreptdalance represent the amounts approved by thel®d Directors.

Note 5: By the end of Jufan company signed a eeduest to the bank guarantee amount of the cordrabe approved bills that bear an
endorsement or guarantee liability; another encdhoese¢ guarantee other related circumstances whoredéing endorsement should
ensure balance.

Note 6: Enter the endorsement should be to enkatebmpanies using actual moving branch endorsetimainthe balance amount within the
range.

Note 7.lIs a listed subsidiary of the parent compaatynet endorsement guarantor, is a subsidiattyedlisted parent company endorsement
guarantor cabinet, is the mainland's endorsemetiticzte shall be required for loss Y.
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TABLE

3

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN
CAPITAL FOR THE YEAR ENDED DECEMBER 31, 2014
(Amounts in Thousands of New Taiwan Dollars, UnlesSpecified Otherwise)

_ , Abnormfal Notes/Accounts Payable orf
Transaction Details Transaction Receivable
(Notel) ot
. ote
C(l)\Impany Related Party Nature of Relationships Amount Ending
ame Purch Forei % t Unit | Payment Balance 0% t (Note2)
urchasesf  (Foreign olo | Payment | price | Terms (Foreign 010
Sales | Currencies | Total | Terms Currencies Total
in Thousands) in Thousands)
The NANLIU The Company invested | Purchase 671,637 35.32% With the — — (126,201) 11.71% —
Company [ENTERPRIS|NANLIU ENTERPRISE same
E(PINGHU) ((SAMOA) CO., LTD. general
CO.,LTD. Mining equity method terms and
investee companies conditions

Note 1: Related party transactions and generaligazbnditions, such conditions are different, dddae in the field during the unit price and
the credit situation and stating the reasons fedifferences.
Note 2: If advance (pay) paid in the case, shatesthe reasons in the remarks column, the terrtieeafontract agreement, the amount of the
transaction patterns and differences with the gars@uation.
Note 3: Paid-in capital refers to the parent comgfsapaid-in capital. Issuer shares without denotionsor non-denomination belongs to NT $
per person ten dollars, paid-in capital relatingitenty percent of the transaction amount. Prowisiio the balance sheet equity
attributable to owners of the parent company tengyg calculation.
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TABLE 4

SIGNIFICANT INTERCOMPANY TRANSACTIONS BETWEEN PAREN T COMPANY AND SUBSIDIARIES

(Amounts in Thousands of New Taiwan Dollars)

Intercompany Transactions
N c Nature of
0. ompany , _
Counter Party | Relationship Financial Terms Percentage of
(Note 1) Name Note 2 Amount Consolidated Net Revenus
(Note 2) | statements Item (Note 2)
or Total Assets (Note 3)
0 The Company NANLIU 1 Sales 74,11] — 1.39%
ENTERPRISE
(PINGHU) CO.
0 The Company NANLIU 1 Accounts 51,261 — 1.05%
ENTERPRISE receivable
(PINGHU) CO.
0 The Company NANLIU 1 Purchases 671,637 — 12.57%
ENTERPRISE
(PINGHU) CO.
0 The Company NANLIU 1 Accounts 126,201 — 2.57%
ENTERPRISE payable
(PINGHU) CO.

Note 1:No. O represents the Company, starting fmml represents various subsidiaries.
Note 2: Trader’s relationship with the following¢e, labeled species can be (if line between thenpaompany with its subsidiaries from time

to time deal, you do not need to repeat expostrading subsidiaries of the parent, if the parewmhpany has revealed, the subsidiary
shall not be required to repeat uncovered; subrgdiaf subsidiary transaction, if one of its sdimies has been revealed, the other

subsidiaries need not be repeated - revealed):
(1) The parent company to subsidiaries.
(2) A subsidiary of the parent company.
(3) Subsidiaries of subsidiaries

Note 3: Dealings amount of computing consolidatenue account or a ratio of total assets, iftdms that belong to the balance to the ending

balance of consolidated total assets accounted enaatculated; if those who profit and loss itenetohg to the cumulative amount of

interim consolidated total revenues accountedhentay calculations.

Note 4: Important dealings was the case of thisifby the company in accordance with the principlmateriality in deciding whether to lists.
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TABLE 5

NAMES, LOCATIONS, AND RELATED INFORMATION OF INVEST EES OVER WHICH THE COMPANY EXERCISES
SIGNIFICANT INFLUENCE (EXCLUDING INFORMATION ON INV  ESTMENT IN MAINLAND CHINA)
DECEMBER 31, 2014

(Amounts in Thousands of New Taiwan Dollars, UnlesSpecified Otherwise)

Original Investment Amount | Balance as of December 31, 2014 Nét Income Share of
Main (Losses) of the Pr(]zflts/Losses
Investor Investee Company : : December 31 | December 31, Percental Carrying Investee of Investee
Company (Note 1 and 2) Location Bu§?:§j§z ang 2014 2013 Shares (In | ge of Value (NT$in (Note 2(3)) Note
(NT$in (NT$in | Thousands){Ownersh| (NT$in Thousands ) (NT$in
Thousands ) | Thousands) ip Thousands )| (Note 2(2)) Thousands )
NANLIU Investment
The CompanylENTERPRISE(SA| SAMOA activities 1,325,860 1,245,148 42,728| 100% | 2,116,286 221,076 221,076 —

MOA) CO.,LTD

Note 1: As a public company with a foreign holdocampany and in accordance with local laws and egguis to the consolidated financial
statements as the primary financial statementswmcovered information about the investment comgdrgad, only to have to disclose
relevant information to the holding company
Note 2: Note the case of a situation of non-per8bin accordance with the following provisions:
(1)"Investee company name", "area", "Main Bass" column "of the original investment amount &shareholders holding situation”,
etc., should be under this (public offering) compeginvestment situation and every direct or incti@ntrol the investment company
sub-investment case is filled sequentially, andheacestee companies and the (public offering) @mpanies (such as lines or owned
subsidiary of Sun company) in the remarks column.
(2)"Investee company's current profit and fbsshould fill in the period by the amount of tineestment company's profit and loss.
(3)"Current investment gains and losses reizegnn the" Box B, only need to fill this (publiéfering) is the amount of each company
recognized gains and losses of direct investmempemies and reinvestment of all mining equity mdtlobsidiaries, we have
Maintain. To fill in "gains and losses recognizaceach period direct subsidiaries of the amouméiivestment”, should confirm the
current amount of profit or loss of subsidiariegatly contains its sub-investment should be rezegnin accordance with the
provisions of investment gains and losses.
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TAB

LEG6

INFORMATION ON INVESTMENT IN MAINLAND CHINA
FOR YEAR ENDED DECEMBER 31, 2014
(Amounts in Thousands of New Taiwan Dollars, Unless Spéed Otherwise)

Accumulate
Total Accumulated Accumulated _ d
_ Amount of Outflow of Investment Flows | Outflow of Carrying Inward
Main Paid-in Method of Investment Investment | Net Income |5, onia eShare of| Amount | Remittance
Investee | Businessesg Capital Investment _from _from (Losses) of the” =~ 98 Profits/ as of of
Company and (Foreign (Note 1) Taiwan as of Taiwan as of|, Investee Ownership| Losses December| Earnings as
Products | Currencies Januar¥ 1, 2014 December 31, Company P (Note 2) 31, of
in (NT$In Outflow | Inflow [2014 (NT$in 2014 December
Thousands) Thousands) Thousands ) 2?611
L
NANLIU Non(;wi[)r\]/en
and other
ENTERPRI$
 manufactur 1,690,501 Note 1 1,245,14380,717 — 1,325,860 239,731 100% 239,731 2,374,752 —
E(PINGHU)
ng and
CO.LTD processing

Accumulated Investment in
Mainland China
as of December 31, 2014
(NT$ in Thousands )

Investment Commission, MOEA
(NT$ in Thousands )

Investment Amounts Authorized by

Upper Limit on Investment
(NT$ in Thousands )

1,325,860

1,877,537

None

Note 1: Investment is divided into the followingek, labeling categories to:
(1) Direct investment in the mainland area.
(2) Through the third regional companies to invest aimtand (please specify this third area of investncempany).

(3) other methods

Note 2: Investment gains and losses recognizeueiciirrent period bar:

(1) If the case of preparation, there is no investnraume persons should be specified

(2) Investment gains and losses recognized basishetotlowing three should be specified
(a) After the Republic of China have international parship accounting firm of Certified Public Accoants attested financial

Statements.

(b) Taiwan parent company by a CPA financial statemeists

(c) Other.
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14. OPERATING SEGMENTS INFORMATION

A.

B.

General information:

The Group has four reportable segments, includmgymal-bonded nonwovens
fabrics, Spunlace nonwovens fabrics, Biotechnolagg Post-processing, mainly
engaged in manufacturing and subcontract of thebmatled nonwovens fabrics, wet
wipes, facial mask and skin care products, segneetslassified based on nature of

products.

The Group identified reportable segement for ojegasegments exceeded the
guantitative threshold. Operating segments thaedmked the quantitative threshold
for separate reporting were included in “OthersheTmeasurement for operating
segments was provided to chief operating decisiakemfor allocation of resources
among segment and performance evaluation. There wermaterial differences
between the accounting policies of the operatiggrent and the accounting policies

desceribed in Note 2.
Measurement of segment information

The Group uses the income from operations as m&asut for segment profit and

the basis of performance assessment.

C. Segment profit, losses and asset information

For the year ended December 31,2014

ltem Air-through Spunlace Biotechnology Post- Others Total
nonwovens nonwovens processing
Net revenue from
external customers $ 1,043,872 $ 1,325,217 $ 2,236,726 $ 727,589 $ 10,587 $ 5,343,991
Net revenue from
sales among — — — — — —
intersegments
Segment Revenue $ 1,043,872 $ 1,325217 $ 2,236,726 $ 727,589 $ 10,587 $ 5,343,991
Segment Income $ 107,001 $ 89,031 $ 337,067 $ 61493 $ 4,196 $ 598,788
Segment Assets $ 468,880% 1,030,085 $ 430,980 $ 100,788 $ 54,851 $ 2,085,584
For the year ended December 31,2013
ltem Air-through Spunlace Biotechnology Post- Others Total
nonwovens nonwovens processing
Net revenue from
external customers $ 855,894 $ 1,293,003 $ 1,896,698 $ 505908 $ 16,711 $ 4,568,214
Net revenue from
sales among — — — — — —
intersegments
Segment Revenue $ 855,894 $ 1,293,003 $ 1,896,698 $ 505908 $ 16,711 $ 4,568,214
Segment Income $ 92,775 $ 59,058 $ 308,104 $ 44339 $ 2,257 $ 506,533
Segment Assets $ 230,662 $ 1,081,404 $ 474935 $ 112,880 $ 55295 $ 1,955,176
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D. Reconciliation for segment income (loss) :

(a). Measurement of segments income or loss:
The Group uses the income from operations as measmt for segment profit
and the basis of performance assessment.

(b). Reconcilation for segment income (loss).
The segments operating income reported to the opiefating decision-maker
was measured in a manner consistent with thateistditement of
comprehensive incom&he Group did not provide the amount of total asset
and total liabilities to the chief operating deacisimaker.
The reconciliation of reportable segment incomiss to income before
income tax is provided as follows:

2014 2013
Reportable segments income  $ 598,788 $ 506,533
Unallocated amounts
income and oxpense (2831) (24.299)
Income before income tax $ 595,957 $ 482,240

E. Geographic information
The company distinguishes the following informatiamich the revenue based on
customer classification based on geographic logatether than the non-current
assets are classified based on geographical locatiassets.
(a).Revenue from external customers

Area 2014 2013
Taiwan $ 1,342,229 $ 1,105,021
China 2,546,167 2,006,544
Asia 1,283,693 1,347,660
Others 171,902 108,989
Total $ 5,343,991 $ 4,568,214

(b). Non-current Assets

Area December31,2014 December31,2013
Taiwan $ 346,483 $ 300,390
China 1,866,229 1,737,509
Total $ 2,212,712 % 2,037,899
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F. Major customers representing at least 10% of netmee:

2014
Name Amount %
Customer A $ 781,107 14.65%
Total $ 781,107 14.65%
2013
Name Amount %
Customer A $ 820,225 17.97%
Total $ 820,225 17.97%
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