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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
Test-Rite International Co., Ltd.

We have audited the accompanying consolidated balatheets of Test-Rite International Co., Ltd. and
subsidiaries (the “Company”) as of December 31,228f4d 2011, and the related consolidated statenoénts
income, changes in stockholders’ equity, and chsissffor the years then ended (all expressed indéwds of
New Taiwan dollars). These consolidated finana&ltements are the responsibility of the Company’s
management. Our responsibility is to express aniap on these consolidated financial statemenggdban
our audits.

We conducted our audits in accordance with the fK@leverning the Audit of Financial Statements bytifed
Public Accountants and auditing standards genewmtlyepted in the Republic of China. Those rule$ an
standards require that we plan and perform thetawdiobtain reasonable assurance about whether the
consolidated financial statements are free of ri@tanisstatement. An audit includes examining,aotest
basis, evidence supporting the amounts and digelesn the consolidated financial statements. éditaalso
includes assessing the accounting principles usddsanificant estimates made by management, alsasel
evaluating the overall consolidated financial steat presentation. We believe that our audits igepa
reasonable basis for our opinion.

In our opinion, the consolidated financial statetagnferred to above present fairly, in all malegspects, the
financial position of the Company as of December 112 and 2011, and the results of their operataond

their cash flows for the years then ended, in conity with the Guidelines Governing the Preparatin
Financial Reports by Securities Issuers and acawuptinciples generally accepted in the Repubii€loina.

March 28, 2013

Notice to Readers

The accompanying consolidated financial statemantsintended only to present the consolidated firen
position, results of operations and cash flows énadance with accounting principles and practigemerally
accepted in the Republic of China and not thosangf other jurisdictions. The standards, proceduses
practices to audit such consolidated financial staénts are those generally accepted and appliethén
Republic of China.

For the convenience of readers, the auditors’ ré@ord the accompanying consolidated financial stegets
have been translated into English from the origiGainese version prepared and used in the Repuablthina.
If there is any conflict between the English varsamd the original Chinese version or any diffemc the
interpretation of the two versions, the Chineseglzage auditors’ report and financial statementslisheevail.

Also, as stated in Note 2 to the consolidated fir@lrstatements, the additional footnote disclosuiteat are
not required under generally accepted accountiriggiples were not translated into English.
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TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

2012 2011
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Notes 2 and 4) $ 1,881,727 8 $ 2,095,773 8
Financial assets at fair value through profit @slacurrent (Notes 2 and 5) 299,925 1 249,736 1
Available-for-sale financial assets, current (Ndesnd 6) - - 2,141 -
Notes receivable (Notes 2 and 7) 5,207 - 39,343 -
Accounts receivable (Notes 2 and 7) 2,406,456 11 2,922,471 11
Other receivables (Note 8) 364,285 2 310,823 1
Other financial assets, current 599 - 613 -
Inventories (Notes 2 and 9) 4,840,887 21 5,928,469 21
Prepayments 547,474 2 915,460 3
Other current assets 129,729 1 260,980 1
Total current assets 10,476,289 46 12,725,809 46
LONG-TERM INVESTMENTS
Long-term equity investments at equity method (Nidig - - 1 -
Available-for-sale financial assets, noncurrentteNbl) - - 30,450 -
Financial assets carried at cost, noncurrent (li2je 73,709 1 109,989 1
Bond investments without active market, noncur(blute 13) 50,000 - 50,000 -
Total long-term investments 123,709 1 190,440 1
PROPERTY, PLANT AND EQUIPMENT (Notes 2 and 14)
Cost
Land 527,853 2 664,663 3
Buildings and improvements 2,351,429 11 3,373,492 12
Machinery and equipment 70,472 - 921,239 3
Transportation equipment 59,256 - 106,930 -
Other equipment 8,542,764 38 8,587,202 31
Total cost 11,551,774 51 13,653,526 49
Revaluation increments - - 148,423 1
Less accumulated depreciation (5,490,749) (24) (6,153,069) (22)
Prepayments for property, plant and equipment 100,948 - 60,187 -
Property, plant and equipment, net 6,161,973 27 7,709,067 28
INTANGIBLE ASSETS (Note 2)
Computer software cost 219,730 1 209,675 1
Goodwill 2,880,444 13 3,647,854 13
Deferred pension cost (Notes 2 and 22) 376 - 19,692 -
Other intangible assets 68,737 - - -
Total intangible assets 3,169,287 14 3,877,221 14
OTHER ASSETS (Notes 2 and 15)
Refundable deposits paid 841,804 4 833,364 3
Deferred income tax assets, noncurrent (Note 27) 1,028,117 4 1,002,504 4
Other assets - others 829,543 4 1,224,003 4
Total other assets 2,699,464 12 3,059,871 11
TOTAL $ 22,630,722 100 $ 27,562,408 100

The accompanying notes are an integral part ofdneolidated financial statements.

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Short-term bank borrowings (Note 16)
Short-term bills payable (Note 17)
Financial liabilities at fair value through prodit loss, current (Notes 2
and 5)
Notes payable
Accounts payable
Income tax payable (Notes 2 and 27)
Other payables (Note 18)
Liability component of preferred stocks, curredofe 21)
Advance receipt
Current portion of long-term debt (Note 20)
Other current liabilities (Note 19)

Total current liabilities

LONG-TERM LIABILITIES
Long-term debt (Note 20)

ESTIMATED LAND VALUE INCREMENT TAX PAYABLE

OTHER LIABILITIES
Accrued pension cost (Notes 2 and 22)
Refundable deposits received
Deferred credit (Note 14)
Other liabilities - others

Total other liabilities
Total liabilities

EQUITY ATTRIBUTED TO STOCKHOLDERS OF THE PARENT
Capital stock (Note 23)
Common stock
Capital surplus
Additional paid-in capital
Treasury stock transactions (Notes 2 and 25)
Retained earnings (Note 24)
Legal reserve
Unappropriated earnings
Other adjustments of stockholders' equity
Cumulative translation adjustments (Note 2)
Net loss not recognized as pension costs (Note 2)
Unrealized holding gain on available-for-sale finizl assets (Note 2)
Unrealized revaluation increment
Treasury stock (Notes 2 and 25)

Total equity attributed to stockholders of theguar
MINORITY INTEREST
Total stockholders’ equity

TOTAL

2012 2011

Amount % Amount %
$ 1,764,129 8 $ 3,397,071 12
- 159,842 1
21,085 - 33,755 -
18,372 - 21,100 -
4,512,979 20 4,450,756 16
134,184 1 180,359 1
2,147,951 9 1,860,066 7
- - 335,361 1
411,071 2 457,602 2
200,000 1 - -
405,890 2 582,137 2
9,615,661 43 11,478,049 42
5,013,197 22 7,150,590 26
- - 41,791 -
85,667 - 291,829 1
180,471 1 157,853 1
939,154 4 1,173,942 4
31,536 - 37,654 -
1,236,828 5 1,661,278 6
15,865,686 70 20,331,708 74
5,219,555 23 5,074,228 18
689,395 3 689,395 2
5,081 - 5,081 -
805,210 4 744,159 3
706,129 3 610,508 2
109,560 - 133,069 1
(59,870) - (104,021) -
25 - 1,682 -
- - 25,825 -
(729,124) 3) (437,139) (2)
6,745,961 30 6,742,787 24
19,075 487,913 2
6,765,036 30 7,230,700 26
$ 22,630,722 100 $ 27,562,408 100



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011

(In Thousands of New Taiwan Dollars, Except Earning Per Share)

OPERATING REVENUE (Note 2)
OPERATING COST

GROSS PROFIT

OPERATING EXPENSES
OPERATING INCOME

NONOPERATING INCOME AND GAINS
Interest income

Investment income recognized under equity method

(Notes 2 and 10)

Gain on disposal of property, plant and equipment

Gain on sale of investments, net
Foreign exchange gain, net

Gain on valuation of financial assets
Gain on valuation of financial liabilities
Others

Total nonoperating income and gains

NONOPERATING EXPENSES AND LOSSES
Interest expense
Investment loss recognized under equity method
(Notes 2 and 10)

Loss on disposal of property, plant and equipment

Loss on disposal of investments, net

Amortization of liability component of preferred
stocks, noncurrent

Dividends paid on liability component of preferred
stocks, noncurrent

Impairment loss

Investment loss

Loss on valuation of financial assets

Others

Total nonoperating expenses and losses

2012 2011

Amount % %
$ 35,247,274 100 $ 35,877,572 100
24,664,192 70 25,038,562 70
10,583,082 30 10,839,010 30
9,739,286 28 9,936,960 28
843,796 2 902,050 2
16,960 - 20,947 -
6,798 - - -
320 - 297 -
48,482 - - -
194,698 - 89,328 -
- - 37,641 -
11,588 - 10,273 -
194,986 1 304,529 1
473,832 1 463,015 1
193,299 1 210,536 1
- - 2,789 -
5,621 - 12,242 -
- - 3,437 -
5,229 - 8,365 -
8,726 - 14,000 -
- - 3,713 -
1,717 - - -
164,356 - - -
66,407 - 167,961 -
445,355 1 423,043 1

(Continued)



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2012 2011
Amount % Amount %
INCOME BEFORE INCOME TAX $ 872,273 2 % 942,022 2
INCOME TAX EXPENSE (Notes 2 and 27) (122,033) - (128,917) -
TOTAL CONSOLIDATED NET INCOME $ 750,240 2 3 813,105 2
ATTRIBUTED TO
Parent company's stockholders $ 689,537 2 $ 636,133
Minority interest 60,703 - 176,972 -
$ 750,240 2 813,105 _ 2
2012 2011
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
BASIC EARNINGS PER SHARE (Notes 2 and 23)
Basic earnings per share before distribution to
minority interest $ 1.77 $ 1.52 $ 1.82 $ 1.57
Basic earnings per share attributed to parent
company's stockholders $ 1.40 $ 1.23
DILUTED EARNINGS PER SHARE (Notes 2 and 23)
Diluted earnings per share before distribution to
minority interest $ 1.75 $ 151 $ 181 $ 1.56
Diluted earnings per share attributed to parent
company's stockholders $ 1.39 $ 1.22
The accompanying notes are an integral part ofdinsolidated financial statements. (Concluded)



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

Capital Surplus

Other Adjustments of Stockholders’ Equity

Gain (Loss) on

Additional Retained Earnings Cumulative Net Loss Not Unrealized
Capital Stock Paid-in Treasury Stock Unappropriated Translation Recognized as Revaluation Minority
Common Stock Capital Transactions Legal Reserve Earnings Adjustments Pension Costs Financial Assets Increment Treasury Stock Interest Total

BALANCE, JANUARY 1, 2011 $ 5,164,228 $ 701,623 $ - $ 706,610 $ 375,489 84,896 (72,380) - (616,417) $ 393,598 $ 6,733,513
Appropriation and distribution of 2010 net inconNofe 23)

Legal reserve - - - 37,549 (37,549) - - - - - -

Cash dividends - - - - (337,436) - - - - - (337,436)
Treasury stock transfer to employees (Notes 2 &nd 2 - - 93,189 - - - - - 445,612 - 538,801
Acquisition of treasury stock (Notes 2 and 25) - - - - - - - - (456,670) - (456,670)
Retirement of treasury stock (Note 25) (90,000) (12,228) (88,108) - - - - - 190,336 - -
Cumulative translation adjustments on long-termitgqovestments - - - - - 48,173 - - - (8,528) 39,645
Net loss not recognized as pension costs - - - - - - (31,641) - - 1,617 (30,024)
Unrealized valuation gain of available-for-salesfiicial assets - - - - - - - - - (52) 5,764
Land revaluation increment - - - - - - - 25,825 - 13,032 38,857
Change in equity in investee's net assets - - - - (26,129) - - - - 26,129 -
Minority interest - - - - - - - - - (114,855) (114,855)
Total consolidated income for 2011 - - - - 636,133 - - - - 176,972 813,105
BALANCE, DECEMBER 31, 2011 5,074,228 689,395 5,081 744,159 610,508 133,069 (104,021) 25,825 (437,139) 487,913 7,230,700
Appropriation and distribution of 2011 net inconNofe 23)

Legal reserve - - - 61,051 (61,051) - - - - - -

Cash dividends - - - - (387,538) - - - - - (387,538)

Stock dividends 145,327 - - - (145,327) - - - - - -
Cumulative translation adjustments on long-termitgqovestments - - - - - (23,509) - - - (18,240) (41,749)
Adjustment to net loss not recognized as pensistsaiue to disposal of

investments - - - - - - 43,122 - - (1,617) 41,505
Net loss not recognized as pension cost - - - - - - 1,029 - - - 1,029
Unrealized valuation loss of available-for-saleafigial assets - - - - - - - - - 52 (1,605)
Adjustment to unrealized revaluation increment tueisposal of

investments - - - - - - - (25,825) - (13,032) (38,857)
Acquisition of treasury stock (Notes 2 and 25) - - - - - - - - (291,985) - (291,985)
Minority interest - - - - - - - - - (496,704) (496,704)
Total consolidated income for 2012 - - - - 689,537 - - - - 60,703 750,240
BALANCE, DECEMBER 31, 2012 $ 5,219,555 $ 689,395 $ 5,081 $ 805,210 $ 706,129 109,560 (59,870) - $ (729,124) $ 19,075 $ 6,765,036

The accompanying notes are an integral part ofdneolidated financial statements.



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Total consolidated net income
Adjustments to reconcile net income to net caskigea by operating
activities
Amortization of deferred charges on long-term debt
Depreciation and amortization
Amortization of liability component of preferredbsks, noncurrent
Loss (gain) on valuation of financial assets
Gain on valuation of financial liabilities
Investment (gain) loss recognized under equity oebth
Net (gain) loss on disposal of available-for-satarcial assets,
noncurrent
Impairment loss
Investment loss
Net loss on disposal of property, plant and equigme
Loss on abandoned property, plant and equipment
Amortization of unrealized gain on sale-leaseback
Compensation cost of employee stock options
Net changes in operating assets and liabilities
Financial assets at fair value through profit @slocurrent
Available-for-sale financial assets, current
Notes receivable
Accounts receivable
Other receivables
Other financial assets, current
Inventories
Prepayments
Deferred income tax assets, current
Other current assets
Deferred income tax assets, noncurrent
Other assets
Financial liabilities at fair value through prodt loss, current
Notes payable
Accounts payable
Income tax payable
Other payables
Advance receipt
Deferred income tax liabilities, current
Other current liabilities
Deferred income tax liabilities, noncurrent
Accrued pension cost
Other liabilities

Net cash provided by operating activities

2012

$ 750,240

815,325
5,229
164,356
(11,588)
(6,798)

(3,348)

1,717
5,170
131

(234,788)

(214,545)
1,935
34,136
219,542
(53,462)
14
519,035
367,986
(9,923)
50,744
(25,613)
338,284
(1,082)
(2,728)
382,065
(46,175)
279,130
(46,531)
(12,000)
(164,247)

(186,846)
207,089

3,122,454

2011
$ 813,105

300
989,960
8,365
(37,641)
(10,273)
2,789

4,334
3,713

11,810

135
(234,788)

54,239

387,270

24,627
(800,016)
(31,559)
(444)
(1,192,739)
(154,423)
8,230
(66,215)
(110,324)
(92,962)
28,794
4,830
1,254,293
29,575
213,637
372,758
12,000
161,101
262
(6,119)
(10,382)

1,638,242
(Continued)




TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM INVESTING ACTIVITIES
Decrease in available-for-sale financial assetscaoent
Proceeds from decreased capital stock of finamsiséts carried at
cost, noncurrent
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and egeigt
Increase in intangible assets
Increase in goodwill
(Increase) decrease in refundable deposits paid
Increase in deferred charges

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
(Decrease) increase in short-term bank borrowings
(Decrease) increase in short-term bills payable
Proceeds from long-term debt
Repayment of long-term debt
Increase in refundable deposits received
Payment of cash dividends
Proceeds from treasury stock transferred to empkoye
Acquisition of treasury stock
Decrease in minority interest

Net cash provided by (used in) financing activities
EFFECT OF EXCHANGE RATE CHANGES ON CASH

NET CASH PROVIDED BY SALE OF TONG LUNG METAL
INDUSTRY CO., LTD.

NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the year

Interest
Income tax

2012

$ 30,458

635
(572,348)
8,304
(68,737)
(699,555)
(8,440)
(87.979)

(1,397,662)
(1,275,677)
(29,923)
7,504,155
(9,442,595)
22,618
(387,538)

(291,985)
(116,678)

(4,017,623)
(30,858)

2,109,643

(214,046)
2,095,773

$ 1,881,727

$ 190,654
$ 124,765

2011

$ 348

2,195
(2,253,277)

(11,476)
11,413
(196,552)

(2,447,349)

528,653
118,842
4,600,590
(3,122,698)
54,007
(337,436)
484,562
(456,670)

(114,855)

1,754,995

38,615

984,503
1,111,270

$ 2,095,773

$ 218,534
$ 186,949
(Continued)



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

2012 2011
SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING AND

FINANCING ACTIVITIES
Translation adjustments on long-term equity investts $ (5,031) $ 1,030
Adjustment to net loss not recognized as pensishdize to disposal

of investments $ 43,122 $ -
Net loss not recognized as pension costs $ 1,029 $ (30,024)
Unrealized (loss) gain on available-for-sale finahassets $ (1,605) $ 5,764
Transfer of long-term equity investments to deférceedits $ (1,478) $ 1,478
Current portion of long-term debt $ 200,000 $ -
Land revaluation increment $ - $ 38,857
Adjustment to unrealized revaluation reserve dugigposal of

investments $ (38857) $ -
Retirement of treasury stock $ - $ 190,336

CASH PAID DURING THE YEAR FOR ACQUISITION OF

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment acquired $ 581,103 $ 2,113,912
Add liabilities for acquisition of property, plaahd equipment at the

beginning of year 67,684 207,049
Deduct liabilities for acquisition of property, plaand equipment at

the end of year (76.,439) (67,684)
Cash paid during the year for acquisition of propeslant and

equipment $ 572,348 $ 2,253,277

(Continued)



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011

(In Thousands of New Taiwan Dollars)

In 2012, at the date of disposal of subsidiary Agd €ung Metal Industry Co., Ltd., the fair valuetbe assets

and liabilities are summarized as follows:

Cas

Available-for-sale financial asse, current
Accounts receivab

Inventory

Other current asst

Financial assets carried at ¢, noncurrer
Property, plant and equipm:

Goodwiill

Other assis

Shor-term bank borrowing

Shor-terrr bills payabl

Accounts payab

Current portio of long-tern debr
Otherliabilities

Minority interes

Total cost of disposal of Tong Lung MetndustryCo., Ltd
Less: Balance of cafrom Tong Lung Metal ndustryCo., Ltd

Add: Gain on disposal subsidiar

Cash fron disposal of Tong Lung letal IndustryCo., Ltd

The accompanying notes are an integral part ofdinsolidated financial statements.

Amount

$ 160,98
1,86:
296,47
568,54
90,43(
33,22
1,242,69
1,470,22,
179,03
(357,261
(129,91
(319,84)
(339,54
(253,53)
(38C,026)
2,263,34
(160,981

7,28¢

$ 2,109,64

(Concluded)



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. ORGANIZATION AND OPERATIONS
Information of Parent Company
Test-Rite International Co., Ltd. (“Test-Rite"”) wastablished in August 1978.
Test-Rite is engaged mainly in the import and ekpbmhand tools, auto parts, machinery, furnitued
various home appliances. Test-Rite’'s marketplacegprimarily located in the United States of Aroayi

Canada, Great Britain, France, Germany, Austratia,

The Taiwan Securities and Futures Commission agprdm February 1993 Test-Rite’'s application for

stock listing in the Taiwan Stock Exchange.

Information of Subsid

iaries

Effective Holding (%) | Reasons for not Including
Subsidiaries Relationship with Main Business in the Consolidated
Parent Company 2012.12.31] 2011.12.31| Financial Statement in
2012 and 2011
Fortune Miles Co., Ltd. Directly held 100.00%nvestment holding company 100.00 100.00
Test-Rite Star Co., Ltd. Directly held 100.00givestment holding company 100.00 100.00
Test-Rite Investment (B.V.1.) |Directly held 100.00% Investment in various industries 100.00 100.00
Co., Ltd.
Test-Rite Retailing Co., Ltd. | Directly held 100.00givestment holding company 100.00 100.00
Test-Rite Trading Co., Ltd. Directly held 100.00givestment holding company 100.00 100.00
TRS Investment Co., Ltd. Directly held 100.0096vestment holding company 100.00 100.00
Test-Rite Pte. Ltd. Directly held 100.00%mportation and exportation 100.00 100.0¢
Test-Rte Product (Hong KongDirectly held 100.00%{Importation and exportation 100.00 100.0¢
Ltd.
Test-Rite Int’l (Australia) Pty |Directly held 100.00%{Importation and exportation 100.00 100.0¢
Ltd.
Test-Rite Vietnam Co., Ltd. Directly held 100.00¢nportation and exportation 100.00 100.0(
Test-Rite Canada Co., Ltd. Directly held 100.00rtportation and exportation 100.00 100.0¢
Test-Rite (UK) Co., Ltd. Directly held 100.00%mportation and exportation 100.00 100.0¢
Test-Rite Development Co., |Directly held 100.00% Investment holding company 100.00 100.00
Ltd.
Upmaster Co., Ltd. Directly held 100.00%nvestment holding company 100.00 - Acquisitioringust 2012
Test-Rite Int'l (U.S.) Co., Ltd.|Directly and indirectly |Investment holding company 88.04 49.0
held 100.00%
B&S Link Co., Ltd. (Cayman)|Indirectly held Investment holding company 100.00 100.00
100.00%
Test-Rite Int’l (Thailand) Ltd. |Directly held 48.99% |(Importation and exportation 48.99 48.99
and controllable
investee
Lih Chiou Co., Ltd. Directly held 100.00%dnvestment holding company 100.00 100.00
Lih Teh International Co., Ltd|Directly held 100.00%,Logistics services 100.00 100.00
B&S Link Co., Ltd. Directly held 100.00%Providing information software  100.00 100.00
and electronic information
Fusion International Directly held 100.00%|{Importation and exportation 100.00 100.0¢
Distribution, Inc.
Chung Cin Enterprise Co., LtfDirectly held 100.00%|Authorized builder to build 100.00 100.00
dwelling, rental and sale of
building
Test-Rite Retail Co., Ltd. Directly and indirect|ale of house decoration 100.00 100.00
held 100.00% hardware and construction
materials
(Continued)
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Effective Holding (%) | Reasons for not Including
Subsidiaries Relationship with Main Business in the Consolidated
Parent Company 2012.12.31| 2011.12.31| Financial Statement in
2012 and 2011
Tong Lung Metal Industry Co/Directly and indirectly | The manufacture and sale of (1) - 68.27 | Disposal in August 2012
Ltd. held 68.27% various advanced lock,
building metals parts and
processed plastic goods (2
molding and tool machines
and (3) kitchen and bathroom
equipment (4) import and
export business related to the
aforementioned products
Hola Homefurnishings Co., |Lih Chiou held Sales of furniture, bedclothes,| 100.00 100.00
Ltd. 100.00% kitchen equipment and
fixtures
Homy Homefurnishings Co., |Lih Chiou held Sales of furniture, bedclothes,| 100.00 100.00
Ltd. 100.00% kitchen equipment and
fixtures
Freer Inc. Lih Chiou held Sales of furniture, bedclothes,/ 100.00 100.00
100.00% kitchen equipment and
fixtures
Tony Construction Co., Ltd. Chung Chin EnterprBaiild and civil engineering 100.00 100.00
held 100.00%
Test Cin M&E Engineering |Chung Chin EnterpriseMechanical and electronic 100.00 100.00
Co., Ltd. held 100.00% engineering
Chung Cin Interior Design  |Chung Chin Enterprisgnterior design 100.00 100.00
Construction Co., Ltd. held 100.00%
Viet Han Co., Ltd. Chung Chin Enterprigenportation and exportation 51.00 51.00
held 51.00%
Test-Rite Home Service Co.,|Test-Rite Retail held |Interior design 100.00 100.00
Ltd. 100.00%
Lucky International (Samoa) |Tong Lung Metal Investment - 68.27 | Disposal in August 2012
Ltd. Industry held 100%
Tong Lung (Philippines) MetgLucky International |The manufacture and fabricati - 68.27 | Disposal in August 2012
Industry Co., Inc. (Samoa) Ltd. held of various lock
100%

As of December 31, 2012 and 2011, Test-Rite andidisbies (collectively, the “Company”) had 6,290

and 8,324 employees, respectively.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Concluded)

The accompanying consolidated financial statemieave been prepared in conformity with the Guideline
Governing the Preparation of Financial Reports bgufities Issuers and accounting principles gelyeral
accepted in the Republic of China.

For the convenience of readers, the accompanyingatidated financial statements have been tramslate
into English from the original Chinese version @megul and used in the Republic of China. If therany
conflict between the English version and the oagii@hinese version or any difference in the intetqtion

of the two versions, the Chinese-language finarstatements shall prevail. However, the accompanyi
financial statements do not include English traimtaof the additional footnote disclosures that aot
required under generally accepted accounting iesibut are required by the Securities and Futures
Bureau for their oversight purposes.
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The Company’s significant accounting policies armmarized as follows:

Principle of Consolidation

The accompanying consolidated financial statemieietsde the accounts of Test-Rite and its subsihar
(see Note 1). All significant intercompany balasicand transactions have been eliminated upon
consolidation. For the information about the sdiasies and reasons for not including in consoéidat
financial statements in 2012 and 2011, please st¢e N

a. The subsidiaries not included in the consolidlaieancial statements for 2012 and 2011: All
subsidiaries were included.

b. The difference in the fiscal period between paoempany and subsidiaries: None.
c. Special risks of business operation of subsebayverseas: None.
Foreign Currencies

The financial statements of foreign operations taaeslated into New Taiwan dollars at the following
exchange rates:

Assets and liabilities - at exchange rates jiegan the balance sheet date;
Shareholders’ equity - at historical exchanges;a

Dividends - at the exchange rate prevailinghendividend declaration date; and
Income and expenses - at average exchangdoathe year.

coow

Exchange differences arising from the translatibrthe financial statements of foreign operations ar
recognized as a separate component of shareholtprgy. Such exchange differences are recognized
profit or loss in the year in which the foreign ogtéons are disposed of.

Non-derivative foreign-currency transactions aadrded in bookkeeping currency at the rates of axgh
in effect when the transactions occur. Exchandferdnces arising from settlement of foreign-cucsen
assets and liabilities are recognized in profiioss.

At the balance sheet date, foreign-currency moyedasets and liabilities are revalued using prangil
exchange rates and the exchange differences argnieed in profit or loss.

At the balance sheet date, foreign-currency nonmaoy@ssets (such as equity instruments) and itiekil
that are measured at fair value are revalued ysiegpiling exchange rates, with the exchange diffees
treated as follows:

a. Recognized in shareholders’ equity if the changéair value are recognized in shareholdersitggu
b. Recognized in profit and loss if the changeiinvalue are recognized in profit or loss.

Foreign-currency nonmonetary assets and liabilihasare carried at cost continue to be statedatange
rates at trade dates.

If the functional currency of an equity-method istee is a foreign currency, translation adjustmaenils

result from the translation of the investee’s ficiahstatements into the reporting currency ofGloenpany.
Such adjustments are accumulated and reportedegsasate component of shareholders’ equity.
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Accounting Estimates

Under above guidelines and principles, certaimegés and assumptions have been used for the allewa
for doubtful accounts, sales discounts, allowamreldss on inventories, depreciation and impairmant
property, plant and equipment, income tax, pensist, bonuses to employees, directors and supesyiso
etc. Actual results may differ from these estimate

Current/Noncurrent Assets and Liabilities

Current assets include cash and cash equivalerighase assets held primarily for trading purpases

be realized, sold or consumed within one year ftbm balance sheet date. All other assets such as
property, plant and equipment and intangible asaetsclassified as noncurrent. Current liabilithee
obligations incurred for trading purposes or tosbtled within one year from the balance sheet dagdl

other liabilities are classified as noncurrent.

Cash and Cash Equivalents

Cash equivalents, consisting of commercial papemnkbacceptances and repurchase agreements
collateralized by bonds, are highly liquid finariéisstruments with maturities of three months @slevhen
acquired and with carrying amounts that approxintaee fair values.

Financial Instruments at Fair Value through Profit or Loss, Current

Financial instruments classified as financial assetfinancial liabilities at fair value throughafit or loss
("FVTPL”) include financial assets or financial llidities held for trading and those designated Bs a
FVTPL on initial recognition. The Company recogrsiza financial asset or a financial liability oa it
balance sheet when the Company becomes a pafhg thtractual provisions of the financial instrumtne

A financial asset is derecognized when the Compgeaasgy lost control of its contractual rights over the
financial asset. A financial liability is derecdged when the obligation specified in the relevamtract

is discharged, cancelled or expired.

Financial instruments at FVTPL are initially measiiat fair value plus transaction cost. At eadaraze
sheet date subsequent to initial recognition, fiierassets or financial liabilities at FVTPL ammeasured
at fair value, with changes in fair value recogdidrectly in profit or loss in the year in whichety arise.
Cash dividends received subsequently (includinggh@ceived in the year of investment) are receghiz
as income for the year. On derecognition of arfoi@ asset or a financial liability, the differenc
between its carrying amount and the sum of theideration received and receivable or considergtiid
and payable is recognized in profit or loss. Adgular way purchases or sales of financial assets a
recognized and derecognized on a trade date basis.

Derivatives that are not subject to measuremengmhedge accounting are classified as financiatass
financial liabilities at fair value through profiir loss. The positive fair values of derivative® a
recognized as financial assets; negative fair wadwe recognized as financial liabilities.

Marketable securities are stated at the closingepat the balance sheet date. The fair value ef-end

mutual fund, oversea mutual fund and REITs arepthdished fair value per unit at the balance sbad.
The fair value of bonds is determined by pricestgadidy the Taiwan GreTai Securities Market.
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Impairment of Accounts Receivable

On January 1, 2011, the Company adopted the tiirel-tevised Statement of Financial Accounting
Standards (SFAS) No. 34, “Financial Instrumentsecd®nition and Measurement.” One of the main
revisions is that impairment of receivables origgobby the Company should be covered by SFAS No. 34
Accounts receivable are assessed for impairmetitea¢nd of each reporting period and considerdakto
impaired when there is objective evidence thata assult of one or more events that occurred dlfter
initial recognition of the accounts receivable, #&timated future cash flows of the asset have been
affected.

Factoring of Accounts Receivable

According to Statement of Financial Accounting Siamals No. 33 “Accounting for Transfers and Sengcin
of Financial Assets and Extinguishments of Liaigitit” a transfer of financial assets (all or a jporiof a
financial asset) in which the transferor surrenadergrol over those financial assets shall be awelifor
as a sale to the extent that consideration otlaer bleneficial interests in the transferred assatsdeived in
exchange.

Inventories

Inventories are stated at the lower of cost orreatizable value. Inventory write-downs are mage b
category, except where it may be appropriate tagsimilar or related categories. Net realizalali® is
the estimated selling price of inventories lesseatimated costs necessary to make the sale. tbriem
are recorded using the moving average method; |ibvance for inventory devaluation is established b
examining the inventory aging and turnover ratidlumbalance sheet date.

Real estate and construction in progress are sadtedrrying cost or construction cost by constouct
project. Interest is capitalized during the camdion period.

Constructions in progress and advance construcgoripts related to the same construction should be
netted. If the netted amount is a debit balanwen tit should be recorded in construction in pregre
whereas credit balance should be recorded in advamtstruction receipts.

Long-term Equity Investments at Equity Method

Investments in companies in which the Company’s ergimip interest is 20% or more, or where the
Company can exercise significant influence, ar@aited for using the equity method of accounting.

Under the equity method of accounting, the costeéstment is allocated to the assets and liadslitif the
investee on the basis of their fair values at thte f investment, and the excess of the cost ®f th
investment over the fair value of identifiable astets, representing goodwill, is not amortizedtéstied
for impairment annually.

If an investee company issues new shares and thp&w does not purchase new shares proportionately,
then the ownership percentage and the equity inageets of the investee will be changed. Such
difference will be adjusted in the additional paidcapital and the long-term equity investmentsoaods.

If the adjustment stated above is to debit thetautdil paid-in capital account and the balancedofittonal
paid-in capital from long-term equity investmengsnot enough to be offset, retained earnings véll b
debited for the remaining amount.
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If the Company’s share of an investee company’sdesquals to or exceeds the carrying amount of an
investment accounted for under the equity methatlthe Company guarantees obligations of an investee
company, or is otherwise committed to provide fertfinancial support to an investee company, or an
investee company’s losses are temporary and the&sts esufficient evidence showing imminent retuon t
profitable operations, then the Company continoggtognize investment losses in proportion tostbek
ownership percentage. Such credit balance ondbk ¥mlue of long-term equity investments is trdate

a liability on the balance sheet.

Available-for-sale Financial Assets

Available-for-sale financial assets are initiallgcognized at fair value plus transaction costs Hrat
directly attributable to the acquisition or issuard the financial assets. After initial recogmitj they are
measured at fair value and the changes in fairevafliavailable-for-sale financial assets are restrals an
adjustment to stockholders’ equity. When the foahassets are derecognized, the related accuedulat
fair value changes are recognized in the profloss. All regular way purchase or sale of finaha&sets
are recognized and derecognized on a trade dat bas

Marketable securities are stated at the closingepat the balance sheet date. Open-end mutualafoehd
REITs are stated at the published fair value péraithe balance sheet date.

The recognition, derecognition and the fair valaseof available-for-sale financial assets arelaimo
those of financial assets at FVTPL.

Cash dividends are accounted for as reductiondh@fcarrying amount of the investment if they are
received in the year of acquisition; otherwiseythee recognized as dividend revenue if receivésr difie
year of acquisition. Stock dividends are recorde@n increase in the number of shares and ddfaeot a
investment income or the carrying amount of thegtment.

When a decline in the fair value of an availabledale financial asset has been recognized diréatly
equity and there is objective evidence showing thatasset is impaired, the cumulative loss thdtbeen
recognized directly in equity shall be removed frequity and recognized in profit or loss.

Financial Assets Carried at Cost

Equity instruments, including unlisted stocks, measured by the original cost since their fair galannot
be reliably measured. The accounting treatment dividends received is similar to that for
available-for-sale financial assets.

An impairment loss is recognized if there is objecevidence of impairment and the impairment loems
not be reversed.

Bond Investments Without Active Market

Bond investments with fixed or determinable payrmmearid with no quoted prices in an active market are
carried at amortized cost using the effective egemethod. They are initially measured at faln@alus
transaction costs that are directly attributablaghte acquisition. Profit or loss is recognized wtike
financial assets are derecognized, impaired, ortiwad. All regular way purchases or sales offirial
assets are accounted for using a trade date basis.

An impairment loss is recognized when there is abje evidence that the investment is impaired. e Th
impairment loss is reversed if an increase in tivestment’s recoverable amount is due to an evardw
occurred after the impairment loss was recognizeslyvever, the adjusted carrying amount of the
investment may not exceed the carrying amountwioaild have been determined had no impairment loss
been recognized for the investment in prior years.
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Property, Plant and Equipment

Property, plant and equipment are stated at cestdecumulated depreciation. Expenditures thatdvou
increase the value or extend the useful lives efasets are capitalized. Interest is capitalizeohg the
construction period.

Upon sale or disposal of property, plant and eqeiuinthe related cost and accumulated depreciatien
removed from the accounts and any resulting galossis charged to non-operating income or exgense

Depreciation is provided using the straight-linetimoel over the estimated service lives of the assets
Property, plant and equipment still in use beyohdirt original estimated useful lives are further
depreciated over their new estimated useful lives.

Buildings and improvements 3-60 years
Machinery and equipment 2-20 years
Transportation equipment 3-5 years
Furniture, fixtures and office equipment 3-10 years
Leasehold improvements 3-20 years
Molds and tools 2-10 years
Other equipment 3-17 years

Impairment loss is recognized immediately for amgniicant decline in the value of property, plartd
equipment. If the loss is reversed, the carryimpant of the asset is increased to the revisethasdi of

its recoverable amount, such that the increaseglisgramount should not exceed the carrying amdthait
would have been determined had no impairment lesn brecognized for the asset in prior years. A
reversal of an impairment loss is immediately redingd as gain.

Intangible Assets

Computer software is amortized on the straight-fimethod over 3 to 5 years. Patents are amortiged b
the straight-line method over a five-year period.

Impairment of Assets

If the recoverable amount of an asset (mainly ptgpeplant and equipment, intangible assets, and
investments accounted for by the equity methodg¢ssmated to be less than its carrying amount, the
carrying amount of the asset is reduced to itswa@ble amount. An impairment loss is charged to
earnings unless the asset is carried at a revaloeedint, in which case the impairment loss is tceatea
deduction to the unrealized revaluation increment.

If an impairment loss subsequently reverses, theyiog amount of the asset is increased accordjrigly

the increased carrying amount may not exceed thgilmg amount that would have been determined had
no impairment loss been recognized on the assetiim years. A reversal of an impairment loss is
recognized in earnings, unless the asset is caatiedrevalued amount, in which case the reveifsdien
impairment loss is treated as an increase in thealined revaluation increment.

For the purpose of impairment testing, goodwilhicated to each of the relevant cash-generatiitg u
("CGU(s)") that are expected to benefit from th@engies of the acquisition. A CGU to which goodwil
has been allocated is tested for impairment anpealivhenever there is an indication that the CGaym
be impaired. If the recoverable amount of the dg@domes less than its carrying amount, the impaitme
is allocated to first reduce the carrying amounthaf goodwill allocated to the CGU and then to akteer
assets of the CGU pro rata on the basis of thgiogramount of each asset in the CGU. A reversaho
impairment loss on goodwill is disallowed.
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For long term equity investments for which the Camphas significant influence but with no conttok
carrying amount (including goodwill) of each inwesint is compared with its own recoverable amount fo
the purpose of impairment testing.

Deferred Charges
Deferred charges are amortized on the straightdiathod over 2 to 5 years.
Allowance for Indemnity Losses on Export

The indemnity losses on export sales should benattd and expensed at the time of sale. Allow#mrce
indemnity losses on export is debited when thermdty losses are paid and indemnity losses paid in
excess of the allowance for indemnity losses ommexe charged to expense.

Convertible Preferred Stocks

Convertible preferred stocks should be accountedhfaccordance with Statement of Financial Accmgnt
Standards No. 36, “Financial Instruments: Recagmiand Measurement.” Embedded derivatives, such
as conversion option and put option with econorhiaracteristics and risks that are not closely edladbd

the economic characteristics and risks of the hmsitract are separated from the host contract.
Conversion option, giving stockholders contractright to receive a fixed number of the Company’s
common stock for a fixed stated principal amounttaf preferred stocks, is initially recognized air f
value as “capital surplus - conversion option.” t Bption is initially recognized as “financial lidities at

fair value through profit or loss.” When fair valis subsequently measured, the changes in faie\ak
recognized in current income. The carrying valtibast contract is measured at amortized cost usiag
effective interest rate method and recognized &bifity component of preferred stock;” the related
interest expense is recognized in current income.

When the preferred stockholders exercise the ceireroption, the Company shall adjust the carrying
value of “financial liabilities at fair value thrgh profit or loss” to fair value and “liability cgmenent of
preferred stock” to amortized cost by the effeciiverest rate method. The aforesaid carrying evaif
the preferred stocks and put option is creditedtdpital stock accounts as well as “capital surplus
conversion option.”

If the preferred stockholders can exercise putooptvithin one near year after the balance sheet, dat
liability component of preferred stocks and the edded derivative shall be classified as currebiliiges.
However, when the put option expires, unexercidability component of preferred stocks and the
embedded derivatives shall be reclassified to noantliabilities.

If the put option expires without exercise, thergiaig amount of the put option is reclassified apital
surplus if the market value of convertible shardigher than the strike price; otherwise, the potiom
shall be credited or charged to current income.

Retirement Plan

Pension cost under a defined benefit plan is détedrby actuarial valuations. If the amount cdnitéd

to the plan assets by the employer is less thangh@ension cost, then the difference shall begrized

as an accrued pension liability; and if the amocontributed is larger, then the difference shall be
recognized as a prepaid pension cost. If the atmofuadditional liability does not exceed the sum o
unrecognized prior service cost and unrecognizadsitional net benefit obligation, then the deférre
pension cost account shall be charged; if the amafusdditional liability exceeds the sum, the esscehall

be charged to the net loss not yet recognizedtgsemsion cost account.

Curtailment or settlement gains or losses of thiénee benefit plan are recognized as part of the ne
periodic pension cost for the year.
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Contributions made under a defined contributiompae recognized as pension cost during the year in
which employees render services.

Treasury Stock

Treasury stock is Test-Rite’s own stock acquirecbeding to the Stock Exchange Law. When Test-Rite
does not dispose or write off these stocks, thast s listed as a deduction of stockholders’ gquit

When treasury stock is retired, the capital surplaglditional paid-in capital account and capitaick
account should be debited according to the ratib@fretired treasury shares to the total issuadesh If
the book value of the treasury stock being reterdeeds the sum of its aggregate par value antatapi
surplus - additional paid-in capital, the excesddbited to capital surplus from treasury stockseations.

If the capital surplus is not enough for debitingrpmses, the difference is debited to unappromtiate
retained earnings. If the book value of the treastock being retired is less than the sum chggregate
par value and capital surplus - additional paid@pital, the difference is credited to the capsadplus
from treasury stock transactions.

Treasury stocks transferred to employees on or 3fteuary 1, 2008 are accounted for under Stateafent
Financial Accounting Standards No. 39 (SFAS No. 83 Interpretation 2007-266 both issued by the
ARDF; accordingly, the Company recognized the valfithe reserved shares as an expense. Employee
stock options granted are accounted for under SRAS39, which provides that the value of equity
instruments granted shall be measured at fair valded the fair value is based on external pricing
experts’ calculation of fair value of the equitgiruments using the applicable pricing model.

Test-Rite measures the fair value of employee stmtion granted by Black-Scholes Model. The inputs
to the model are the best available estimate afceseprice, expected life, grant-date share pagpected
volatility, expected dividend yield and risk-fret@rest rate. The grant date is cash dividends. ddt

the date of cash dividends should be approved eyBibard of Directors, the grant date is the date of
directors’ meeting.

Test-Rite adopted the provisions of Statement pakcial Accounting Standards No. 30 “Accounting for
Treasury Stock.”

Income Tax

The consolidated income tax of the Company is timensary of the income tax of the consolidated eiti
The Company adopted the provisions of StatemeRtnafhcial Accounting Standards No. 22, “Accounting
for Income Tax,” which require asset and liabilapproach to financial accounting and reporting for
income tax. Deferred income tax assets and lisdsliare computed annually for differences betwéen
financial statements and tax bases of assets aitities that will result in taxable or deductitdenounts in

the future based on enacted tax laws and ratescabl@ to the periods in which the differences are
expected to affect taxable income. Valuation adloee is established when necessary to reduce eferr
tax assets to the amount expected to be realizedome tax expense or benefit is the tax payable or
refundable for the period plus or minus the chadgeng the period in deferred income tax assets and
liabilities.

Under the Amended Income Tax Law of the ROC, uriblisted earnings of holding company are subject

to 10% additional income tax. Such tax is to bgorted as income tax expense in the following year
when the decision to retain the earnings is madibdgtockholders in their meeting.
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Earnings Per Share

Basic earnings per share is computed by dividiegatinount of net income (or loss) attributable tmemn
stock outstanding for the period by the weighteerage number of common shares outstanding durang th
period. Diluted earnings per share is the amodnéawnings (or loss) attributable to each share of
common stock under the assumption that all diluppastential common shares have been converted,
exercised or that all contingently issuable shaea& been issued.

Revenue Recognition

Sales are recognized when title of the productsthadisks of ownership are transferred to custemer
primarily upon shipment.

Service income is recognized when services hava bamlered and the collectability can be reasonably
assured.

If the construction period for a long-term contréetmore than one year, the percentage-of-completio
method is required when estimates of constructiosfitp are reasonably determinable, otherwise the
completed-contract method is required. The peaggnbf completion is measured by the ratio of costs
already incurred to the estimated total costs topete the project. If the construction periocli®rter
than one year, construction profit is recognize@mthe contract is completed. If a contract isrexed

to bear a loss prior to completion, the full amoointhe loss should be recognized immediately.

Reclassifications

Certain accounts in the consolidated financialest&nts as of and for the year ended December 31, 20
have been reclassified to conform to the presemtati the financial statements as of and for trer yaded
December 31, 2012.

. EFFECTS OF CHANGES IN ACCOUNTING PRINCIPLES
Financial Instruments

On January 1, 2011, the Company adopted the newiged Statement of Financial Accounting Standards
(SFAS) No. 34, “Financial Instruments: Recognitimnd Measurement.” The main revisions include
loans and receivables originated by the Companyemtite scope of SFAS No. 34. This accounting
change did not have any effect on the Company'sadatated financial statements for the year ended
December 31, 2012.

Operating Segments

On January 1, 2011, the Company adopted the nestied SFAS No. 41, “Operating Segments.” The
statement requires that segment information bdasisd based on the information about the comporaénts
the Company that management uses to make opeo®gigions. SFAS No. 41 requires identification of
operating segments on the basis of internal repbes are regularly reviewed by the Company's chief
operating decision maker in order to allocate resEsIto the segments and assess their performambés
statement supersedes SFAS No. 20, “Segment Reportifror this accounting change, the Company
restated the segment information as of and foryder ended December 31, 2011 to conform to the
disclosures as of and for the year ended Decenihe(3.2.
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4. CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of December 31, 2@{12C4.1 consisted of the following:

2012 2011
Cash on hand $ 18,719 $ 28,399
Petty cash 28,847 27,240
Checking deposits 29,258 25,971
Savings deposits 987,242 1,149,998
Foreign currency deposits 697,947 814,396
Time certificates of deposit 97,572 25,298
Cash equivalents 22,142 24,471

$ 1,881,727 $ 2,095,773

As of December 31, 2011, the time certificates easbit of Tong Lung of $2,415 thousand, pledged as
collaterals for purchases of raw materials wertassified to refundable deposits paid.

As of December 31, 2012 and 2011, the time ceatifis of deposit of Tony Construction of $13,134

thousand and $24,860 thousand, respectively, ptedgecollaterals for warranties of construction ever
reclassified to refundable deposits paid.

5. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS

Financial instruments at fair value through profitoss as of December 31, 2012 and 2011 consitiu
following:

2012 2011
Financial assets held for trading - current
Equity securities listed in open market $ 85,676 $ 7,358
Open-end funds 96,687 80,472
Corporate bonds 64,508 11,127
Offshore mutual funds 52,764 -
Receivable on short selling stocks 290 490
Receivable on forward contracts, net - 150,289

$ 299,925 $ 249,736

Financial liabilities held for trading - current

Payable on forward contracts, net $ 20,795 $ 11,975
Payable on short selling stocks 290 490
Put option on convertible preferred stocks (seesNdj) - 19,950
Metal commodity futures contracts - 1,340

$ 21,085 $ 33,755

The Company entered into derivative contracts dutire years ended December 31, 2012 and 2011 to
manage exposures to exchange rate and interestfluateations. The financial risk management
objective of the Company is to minimize risks do€hanges in fair value or cash flows.
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6. AVAILABLE-FOR-SALE FINANCIAL ASSETS, CURRENT

Available-for-sale financial assets, current aBDetember 31, 2012 and 2011 consisted of the fatigwi

2012 2011
Equity securities listed in open market $ - $ 1,521
Beneficiary certificate of domestic funds - 620
$ - $ 2141

7. NOTES AND ACCOUNTS RECEIVABLE
Notes and accounts receivable as of December 32, &td 2011 consisted of the following:
2012 2011
Non-related parties

Notes receivable $ 5,207 $ 39,343
Less allowance for doubtful accounts

5,207 39,343

Accounts receivable 2,446,694 2,972,278
Less allowance for doubtful accounts (40,238) (49,807)

2,406,456 2,922,471

$ 2,411,663 $ 2,961,814

Test-Rite concluded an accounts receivable fagosigreement with Taishin International Bank. The
agreement declared that the bank has no right rtifiefu recourse against Test-Rite. According to the
agreement, the bank should pay 90% of the prodeetisst-Rite at the time of sale. Test-Rite ordg ko

be responsible for loss that resulted from busidegsutes.

Test-Rite Int’l (U.S.) concluded accounts receieafaictoring agreement with Taipei Fubon Bank in201
the agreement declared that the bank has no riglitrther recourse against Test-Rite Int'l (U.S.).
Test-Rite Int'l (U.S.) only has to be responsilie lbss that resulted from business disputes.

As of December 31, 2012 and 2011, the accounts/edate factoring was summarized as follows:

(Unit:  US$ in Dollars; NT$ in Thousands)

Interest

Amounts Balance at End Rates on
Balance at Factoring Collected Balance at of Year of Advances
Beginning of During the During the End of Year Advances Received Retention for
Counterparties Year Year Year (Note 1) Received (%) Factoring Credit Line Collateral
2012
Taishin $ 22,507 $ 46,524 $ 55,389 $ - $ - - $ - US$ 6,200,000 US$ 620,000
International (Note 2) (Note 3) (Note 4) (Note 5) (Note 6) (Note 7)
Bank
Taipei FubonBank $ 356,819 $ 1,605,193 $ 1,962,012 $ - $ - - $ -
(Note 8) (Note 9) (Note 10) (Note 11) (Note 12) (Note 13)
2011
Taishin $ 56,523 $ 46,524 $ 79,649 $ 23,398 $ 21,058 2.10 $ 2,340 US$ 6,200,000 US$ 620,000
International (Note 2) (Note 3) (Note 4) (Note 5) (Note 6) (Note 7)

Bank

Taipei FubonBank $ 273,616 $ 3,207,293 $ 3,109,957 $ 370,952 $ 296,761 60 days $ 74,191
(Note 8) (Note 9) (Note 10) (Note 11) (Note 12) Libor+1.4% (Note 13)

Note 1. Balance at end of year of factored recéésbad been derecognized as accounts receivable.
Note 2: US$772,475; US$1,866,058.
Note 3: US$1,128,587; US$1,535,946.
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Note 4: US$1,901,062; US$2,629,529.
Note 5: US$772,475.

Note 6: US$695,228.

Note 7: US$77,247.

Note 8;: US$12,246,670; US$9,033,200.
Note 9: US$55,093,105; US$105,886,207.
Note 10: US$67,339,775; US$102,672,737.
Note 11: US$12,246,670.

Note 12: US$9,797,336.

Note 13: US$2,449,334.

The above credit lines may be used on a revolvagish

Retention for factoring was reported under otheeirables (see Note 8).

. OTHER RECEIVABLES

Other receivables as of December 31, 2012 and @®idisted of the following:

2012 2011
Retention for factoring (see Note 7) $ - $ 76,531
Commissions receivable 30,807 30,177
Value added tax refunds receivable 21,662 22,320
Receivables from related parties (see Note 28) 1,798 5,400
Others 310,018 176,395

$ 364,285 $ 310,823

Receivables from related parties include amouniéte® to operating expense payments made by Tést-Ri
on behalf of its affiliates.

Others mainly include miscellaneous expenses paitelt-Rite on behalf of its suppliers.

. INVENTORIES

Inventories as of December 31, 2012 and 2011 deudisid the following:

2012 2011
Merchandise - retail $ 3,351,533 $ 3,606,406
Merchandise - trade 1,362,443 1,589,063
Raw materials - 389,106
Work-in-process - 144,882
Finished goods - 74,414
Merchandise - manufacturing - 59,004
Construction in progress 126,911 65,594

$ 4,840,887 $ 5,928,469
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10.

11.

As of December 31, 2012 and 2011, the allowancenfeentory devaluation was $86,974 thousand and
$73,625 thousand, respectively. The cost of irwes recognized as cost of goods sold for thesyear
ended December 31, 2012 and 2011 was $22,703,285ahd and $23,483,065 thousand, respectively.
The operating cost included reversal of inventaryaduation in the amount of $9,972 thousand ansl dos
physical inventory count in the amount of $57,2fi@usand for the year ended December 31, 2012; the
operating cost included reversal of inventory deatibn in the amount of $5,135 thousand and loss on
physical inventory count in the amount of $72,34ddusand for the year ended December 31, 2011.

Merchandise - retail is the inventories of TR Retgiand Test-Rite Retail.

Merchandise - trade is the inventories of Test;Rite Trading, TR Canada, TR Development, Test-Rite
Int’l (U.S.), Test Cin M&E Engineering and Chungn@&nterprise.

Raw materials, work-in-process, finished goods amtchandise - manufacturing are the inventories of
Tong Lung.

Construction in progress is the inventories of T@wonstruction, Test Cin M&E Engineering, Chung Cin
Interior Design Construction, Test-Rite Home Ses\and Viet Han.
LONG-TERM EQUITY INVESTMENTS AT EQUITY METHOD

Long-term equity investments at equity method asDetember 31, 2012 and 2011 consisted of the
following:

2012
Original 2011
Accumulated Carrying Ownership Carrying Ownership
Cost Value Percentage Value Percentage
At equity method
Test-Rite Int’l (Mexico) Ltd. $ - $ - - $ 1 49.00

Equities in (loss) earnings of TR Mexico for theag®e ended December 31, 2012 and 2011 were
summarized as follows:

2012 2011
TR Mexico $ 6,798 $ (2,789)

TR Mexico was dissolved, and the dissolution da#s Wecember 31, 2012. However, the registration
procedures of the liquidation was not completedenember 31, 2012.

FINANCIAL ASSETS CARRIED AT COST, NONCURRENT
December 31, 2012 December 31,
Original 2011
Accumulated Carrying Carrying
Cost Value Value
Hwa Jan International Co., Ltd. (Samoa) $ 9,849 $ 8,857 $ 9,208
TEPRO 430 336 343
Grandcathy Venture Capital Co., Ltd. 40,000 40,000 40,000
NCTU Springl Technology Capital Co., Ltd. 1,855 1,855 4,032
(Continued)
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December 31, 2012 December 31,

Original 2011
Accumulated Carrying Carrying

Cost Value Value
Yuan Chuang Co., Ltd. $ 1,579 $ 1,579 $ 1,755
Techgains Pan-Pacific Co., Ltd. 19,191 18,212 18,558
Quartz Frequency Technology Co., Ltd. 750 750 750
Taiwan Finance Co., Ltd. 2,120 2,120 2,120
Nucom International Co., Ltd. - - 27,400
Yieh United Steel Co., Ltd. - - 3,920
Shanghai Commercial & Saving Bank, Ltd. - - 1,903

$ 75,774 $ 73,709 $ 109,989
(Concluded)

The Company'’s financial assets carried at costatcdhave a quoted market price in an active markdt a

their fair value could not be reliably measuredherefore, the above equity investments were cagaied
cost and evaluated for impairment loss periodically

AVAILABLE-FOR-SALE FINANCIAL ASSETS, NONCURRENT

2012 2011
Trusted funds of real estate $ - $ 30,000
Unrealized gain on available-for-sale financialedss - 450
$ - 30,450

BOND INVESTMENTS WITHOUT ACTIVE MARKET, NONCURR ENT

December 312012 December 312011
Original Ownership Ownership
Accumulated Carrying Percentage Carrying Percentage
Cost Value % Value %
Subordinated bond of Ta Chong
Bank $ 50,000 $ 50,000 - $ 50,000 -

Subordinated bond of Ta Chong Bank: The face vp&reunit is $10,000 thousand and the total vadue i
$50,000 thousand; the issuance date is Novemb@0BB; interest rate is 5.5% for the first ten geand is
increased to 6.5% from the eleventh year if thedsdmave not been redeemed. Interest is paid dpnual
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14. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment as of December 312 20d 2011 consisted of the following:

2012 2011
Original Accumulated Carrying Carrying
Cost Value Value Value
Land $ 527,853 $ - 8 527,853 $ 813,086
Buildings and improvements 2,351,429 250,229 2,101,200 2,983,910
Machinery and equipment 70,472 43,789 26,683 115,612
Transportation equipment 59,256 34,614 24,642 39,346
Furniture, fixtures and office
equipment 799,711 588,462 211,249 97,481
Leasehold improvements 6,513,899 3,747,165 2,766,734 2,990,563
Molds and tools 11,931 5,811 6,120 68,552
Other equipment 1,217,223 820,679 396,544 540,330
Prepayments for property, plant e
equipment 100,948 - 100,948 60,187

$ 11,652,722 $ 5,490,749 $ 6,161,973 $ 7,709,067

As of December 31, 2012 and 2011, the cost ofghasdd-out land of Test-Rite was $267,519 thousadd a
$267,519 thousand and the carrying value of leas¢dbuildings and improvements was $225,494
thousand and $234,757 thousand, respectively.

Test-Rite sold a real property and leased it bawkediately in consideration of business strategies.
Based on generally accepted accounting princigiesprofit from the sale and leaseback is requiocie
deferred and recognized evenly during the lease. teiTest-Rite recorded $2,347,885 thousand unezhliz
gain, which is amortized over a 10-year lease terRor the years ended December 31, 2012 and 204.1, t
amortization of unrealized gain was $234,788 thodsavhich was treated as a reduction of rental.cost
As of December 31, 2012 and 2011, the unrealized gas $1,173,942 thousand and $1,408,731
thousand, respectively, which were recorded: Tureeat portion of $234,789 thousand as other ctrren
liabilities and the noncurrent portion of $939,168usand and $1,173,942 thousand, respectivelythas
liabilities - deferred credit.

The owner of the property mentioned above leasedetst-Rite had sold the building to Tsai Wang
Enterprise, a related party of Test-Rite, on Sept&n?, 2011. Thus, Tsai Wang Enterprise became the
lessor of the building. There were no major dédfares as to the principal terms of lease contretotden

the renewal and the original. Rental of $280,6d@ $37,548 thousand, respectively, before amoitizat

of unrealized gain, was paid to the related party.

As of December 31, 2012 and 2011, the carryingeslf property, plant and equipment of Tong Lung,
Jiashan Te-Cheng Wood Industrial, Test-Rite BusinBgvelopment, and TR Thailand, pledged as
collaterals to banks to secure short-term and teng-debts were as follows (see Note 29):

2012 2011
Land $ - $ 247,665
Buildings and improvements - 156,116

$ - $ 403,781
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15. OTHER ASSETS

Other assets as of December 31, 2012 and 201 1stexhsif the following:

2012 2011
Deferred tax asset, noncurrent (see Note 27) $ 1,028,117 $ 1,002,504
Refundable deposits paid 841,804 833,364
Prepaid pension cost (see Note 2) 54,632 40,862
Deferred charges (see Note 2) 306,268 381,070
Others 468,643 802,071

$ 2,699,464 $ 3,059,871

16. SHORT-TERM BANK BORROWINGS

Short-term bank borrowings as of December 31, 20122011 consisted of the following:

2012 2011
Interest Rate % Amount Interest Rate % Amount
Unsecured loans 1.11-6.60 $ 1,764,129 0.75-7.216 $ 3,291,316
Secured loans - - 6.405 105,755
$ 1,764,129 $ 3,397,071

As of December 31, 2011, secured loan of $105,Hgusand was secured by the buildings and
improvement of Jiashan Te-Cheng Wood Industriad ($ete 29).

17. SHORT-TERM BILLS PAYABLE

Short-term bills payable as of December 31, 20122811 consisted of the following:

2012 2011
Interest Rate % Amount Interest Rate % Amount
Commercial paper, unsecured - $ - 0.782-1.038 $ 159,842

18. OTHER PAYABLES

Other payables as of December 31, 2012 and 20Xklisted of the following:

2012 2011
Accrued expenses $ 1,205,924 $ 1,229,728
Payables for purchase of property, plant and egeippm 76,439 67,684
Other notes payable 31,662 19,826
Bonuses payable to employees 56,430 53,452
Bonuses payable to directors and supervisors 30,718 30,829
Others 746,778 458,547

$ 2,147,951 $ 1,860,066
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20.

OTHER CURRENT LIABILITIES

Other current liabilities as of December 31, 2064@ 2011 consisted of the following:

2012 2011
Unrealized gain on sale-leaseback (see Note 14) $ 234,788 $ 234,789
Accrued VAT payable 18,105 19,498
Receipts under custody 23,266 22,302
Allowance for indemnity losses on exports (see Npte 51,017 53,026
Others 78,714 252,522
$ 405,890 $ 582,137
LONG-TERM DEBT
Long-term debt as of December 31, 2012 and 2014&isteal of the following:
2012 2011
Interest Rate Amount Amount
First Commercial Bank’s Syndicate Loan
Unsecured loan from June 24, 2011 to June 24,
2016. The authorized credit line of $2,000
million. Interest is paid monthly. The
principal due in 7 semi-annual installments
with first installment due on June 24, 2013. 1.6168 $ 2,000,000 $ 2,000,000
Unsecured loan from July 12, 2012 to June 24,
2016, June 27, 2011 to June 24, 2016, and
October 16, 2012 to January 16, 2013. The
authorized credit line of $4,000 million may
be used on revolving basis for a period until
June 24, 2016. 1.0714-2.1343 1,311,120 2,150,590
Unsecured loan from June 22, 2012 to June 22,
2017. The first and second installments are
due after three and four years from the star
of the loan period each for payment of 30
percent of the principal. The remaining
principal is due on June 22, 2017. Interest
is paid monthly. 1.75 500,000 -
Taiwan Business Bank’s Syndicate Loan
Unsecured loan from October 26, 2009 to
October 26, 2014 and October 16, 2012 to
January 16, 2013. The authorized credit
line is $2,160,000 thousand, principal due
October 26, 2014. In 2012, the Company
paid the principal of $700,000 in advance. 1.9863-2.1343 902,077 1,200,000
Bank SinoPac Co., Ltd.
Unsecured loan from June 18, 2012 to June 18,
2015. Interestis paid monthly, principal
due on June 18, 2015. 1.529 500,000 500,000
(Continued)
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2012 2011
Interest Rate Amount Amount

Taishin International Bank
Unsecured loan from September 19, 2012 to
September 19, 2014 and June 20, 2011 to
June 20, 2013. Interest is paid monthly.
In March 2012, the Company paid the
principal in full in advance. - $ - $ 300,000
Jihsun Bank
Unsecured loan from December 29, 2011 to
July 1, 2013. Interest is paid monthly. In
January 2012, the Company paid the
principal in full in advance. - - 200,000
Taiwan Business Bank
Unsecured loan from November 22, 2010 to
November 22, 2014. Puipal is paid in 1:
guarterly payments starting from February
15, 2013. Interest is paid monthly. In
March 2012, the Company paid the principal
in full in advance. - - 500,000
Shanghai Commercial & Savings Bank
Unsecured loan from November 22, 2010 to
November 22, 2014. Principal is paid in 8
guarterly payments starting from February
21, 2013. Interest is paid monthly. In
March 2012, the Company paid the principal
in full in advance. - - 300,000
Less current portion (200,000) -

$ 5,013,197 $ 7,150,590
(Concluded)

Test-Rite promised to maintain the following finecovenants according to the loan agreements:
First Commercial Bank Syndicated Loan

a. Total Liabilities Ratio, Test-Rite shall maimta ratio of Total Liabilities to Total Assets abtrmore
than 2 to 1.

b. Current Ratio, Test-Rite shall maintain a raticCurrent Assets to Current Liabilities of notdd¢han 1
to 1.

c. EBITDA Ratio, Test-Rite shall maintain a ratioEBITDA to interest expense of greater than 2.%.to

d. Minimum Tangible Net Worth, Test-Rite shall main Tangible Net Worth of not less than
$5,200,000 thousand.

e. The calculations of the ratios are based on-Rist financial statements for the year ended
December 31.
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Bank SinoPac Co., Ltd.

a. Total Liabilities Ratio, Test-Rite shall maimta ratio of Total Liabilities to Total Assets aftrmore
than 2 to 1. (Total liabilities should exclude atrcurrent liabilities and other liabilities - defed
credit that resulted from sale-leaseback.)

b. Current Ratio, Test-Rite shall maintain a raticCurrent Assets to Current Liabilities of notdd¢han 1
to 1.

c. EBITDA Ratio, Test-Rite shall maintain a ratioEBITDA to interest expense of greater than 2.%.to

d. Minimum Tangible Net Worth, Test-Rite shall main Tangible Net Worth of not less than
$5,200,000 thousand.

e. The calculations of the ratios are based on-R#st financial statements for the year ended
December 31.

According to the loan agreement, Test-Rite Retaiinpsed to maintain certain financial covenants as
follows:

a. Total Liabilities Ratio, Test-Rite shall maimtaa ratio of Bank Loans and Bills Payable to Talegib
Assets of not more than 2 to 1.

b. Current Ratio, Test-Rite shall maintain a ratio Current Assets to Short-Term Bank Loans and
Short-Term Bills Payable of not less than 1 to 1.

c. EBITDA Ratio, Test-Rite shall maintain a ratioEBITDA to interest expense of greater than 3.to 1

d. The calculations of the ratios are based on-Rést Retail financial statements for the year ehde
December 31.

See Note 29 for collaterals on bank borrowings.

See Note 30 for guarantees on bank borrowings.

LIABILITY COMPONENT OF PREFERRED STOCKS - NONCU RRENT

2012 2011
Private placement of liability component of sefiepreferred stocks  $ - $ 335,361

Private Placement of Liability Component of Preferred Stocks

On October 6, 2008, Tong Lung decided to issuesdiconvertible preferred stocks to buy back sekie
preferred stocks (October 24, 2003-October 23, 3008here were 8,750,000 shares of series B pesferr
stocks (with par value of NT$10.00 per share) idsteelocal entities at forty dollars per share amd
October 8, 2008, total proceeds from this issuameunting to $350,000 thousands had been collected.
Terms and conditions, which were stated in Tongd.sishareholders’ meeting on June 19, 2008, were
summarized as follows:

a. lIssue period: The convertible preferred stoglsbe due five years from the issuance date (from
October 8, 2008 to October 7, 2013.)
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Dividends: The dividends for the convertiblefprred stocks are 4% per annum. The dividends wil
be paid out in cash after earnings propositiorpaeved. When the preferred stocks are not held fo
one full year, at year end, dividends will be atidsaccordingly.

Conversion ratio: One share of preferred st@okbe converted to one share of common stockeof th
Issuer.

Converting preferred stocks to common stockbi@fissuer

1) Converting preferred stocks, in whole but nopamt: From the issuance date to 120 days prior to
the maturity date, preferred stockholders shalliirecthe Issuer in preferred stockholders’ meeting,
held upon preferred stockholders’ request, to retpase all preferred stocks.

2) Converting preferred stocks, in whole or in parfhe preferred stocks are convertible, in whale o
in part, at any time during the conversion perioghf the issuance date to 120 days prior to the
maturity date. At the end of the conversion peribgotential converted preferred stocks are less
than 15% in principal amount of preferred stockiginally outstanding, the conversion will not
take effect. The preferred stockholders will thennotified by the security agent to retrieve their
stocks and related documents.

Paying the dividends in arrears

1) After a year that the Issuer carries a net dwstoes not have sufficient earnings for distribatithe
dividends in arrears is accumulated and paid ositrixt year prior to distribution to common
stockholders. Ways of handling dividends in aseafr preferred stocks, which are redeemed by
the Issuer and converted to common stocks of thgetsby stockholders, are specified in (2) and
(3), respectively:

2) Preferred stocks redeemed by the Issuer: Didglén arrears are calculated up to the date when
the preferred stocks are redeemed by the Issuer.

3) Preferred stocks converted to common stockséfeped stockholders:  Dividends in arrears shall
be paid in cash with no interests on the first dbvid grant date subsequent to the date of
conversion. In the case that the Issuer is prtgdhby regulation to pay the dividends, the Issuer
should pay such dividends in arrears with no irstete the stockholders on the first dividend grant
date subsequent to the date when the regulatidtets

Redemption of preferred stock prior to the migyudtate

On the First to Tenth of April, July and Decembarinlg the period from 3 years after the issuande da
to 90 days prior to the maturity date, the conbéetpreferred stocks shall be redeemed, in whola or
part, at forty dollars per share plus any divideimdsrrears.

Mandatory conversion prior to the maturity date

The Issuer may redeem the convertible preferrezkstan whole or in part, if at least 95% in pripai
amount of preferred stocks have already been regiemconverted.

Maturity date
Unless previously redeemed or converted, the pesfestocks will be redeemed at forty dollars per

share. After the conversion, the converting preféistockholders shall be registered in its common
stockholders’ ledger.
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i. Special reserve

The Issuer shall maintain a certain percentagepetial reserve as provision for future series B
convertible preferred stock redemption. Cash,lest than the amount which shall be transferred to
special reserve, has to be saved in the bank as damtificates of deposit with restriction as to
withdrawal. The restriction is lifted when the uss has reserved enough amount of special reserve
required.

In accordance with SFAS No. 36, “Financial Instrutse Disclosure and Presentation,” the Company
divided preferred stocks into conversion option patoption, which are recognized as equity anilitg,
respectively. Equity component of preferred stogkgch is recorded under minority interest amourited
$25,690 thousand. Liability component of prefersgdcks is charged to embedded derivatives and
liabilities. As of December 31, 2011, embeddedvagéives which are measured at fair value amoutded
$19,950 thousand; liabilities which do not belor@ derivatives financial instruments amounted to
$335,361 thousand.

At the request of Public Tender Offeror-StanleyrGhnternational Ltd., Tong Lung decided to redesdin
the series B convertible preferred stock accordingrticle 158 of the Company Law of the Republic o
China. On May 18, 2012, Tong Lung had receiveddtter of consent from the stockholders of theéeser

B convertible preferred stock. And after the costiph date of the Tender Offer period and upon the
fulfillment of the tender offer conditions and réguments, on August 14, 2012, Tong Lung had condene
board meeting to approve the redemption of the &lohvertible preferred stock for $371,000 thousand
The redemption is on August 31, 2012.

RETIREMENT PLAN

The pension plan under the Labor Pension Act (L®A”) is a defined contribution plan. Based on the
LPA, Test-Rite and subsidiaries make monthly cbntions to employees’ individual pension accounts a
6% of monthly salaries and wages.

Test-Rite, Chung Cin Enterprise, Test-Rite Refddng Lung, Tony Construction, Test Cin M&E and

Chung Cin Interior Design have a defined benefitgien plan under the Labor Standards Law (LSL)
covering all employees. The pension benefits ateutated on the basis of the length of service and
average monthly salaries of the six months befatrement. Except for Test-Rite Retail, which

contributes amounts equal to 2% of total monthkarées and wages, and Tong Lung, which contributes
amounts equal to 7% of total monthly salaries andes, other companies contribute amounts equ&bto 4
of total monthly salaries and wages to a pensiord fadministered by the pension fund monitoring
committee. The pension fund is deposited in thekBd Taiwan in the committee’s name.

2012 2011
Service cost $ 3,739 $ 11,275
Interest cost 6,346 16,186
Actual return on plan assets (146) (161)
Expected return on plan assets (5,033) (8,346)
Amortization of net transitional obligation (1,492) 11,448
Amortization of pension loss 6,689 3.461

$ 10,103 $ 33,863
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The following table sets forth the actuarial asstioms and plan’s status as of December 31, 2012 and
2011:

2012 2011
Weighted-average discount rate 1.88%-2.00%  2.00%-2.25%
Expected rate of return on plan assets 1.88%-2.00%  2.00%-2.25%
Assumed rate of increase in salary 2.50%-3.00%  1.25%-2.75%
Actuarial present value of benefit obligation
Vested benefits $ (47,640) $ (247,738)
Nonvested benefits (178,121) (357,493)
Accumulated benefit obligation (225,761) (605,231)
Additional benefits at future salaries (84,296) (140,647)
Projected benefit obligation (310,057) (745,878)
Plan assets at fair value 247,897 411,578
Projected benefit obligation in excess of plan tssse (62,160) (334,300)
Net transition asset not yet recognized (19,336) (15,267)
Net pension loss not yet recognized 110,723 245,988
Additional pension liability - 14,131
Accrued pension cost (59,886) (141,827)
(30,659) (231,275)
Prepaid pension cost (included in other assets) (54,632) (40,862)
Deferred pension cost (376) (19,692)
Accrued pension liability (included in other lidb@s) $ (85,667) $ (291,829)

CAPITAL STOCK

Test-Rite’s capital stock as of December 31, 20kP2011 consisted of the following:

2012 2011

Registered capital

Share (thousand shares) 750,000 660,000

Par value (in dollars) $ 10 $ 10

Capital $ 7,500,000 $ 6,600,000
Issued capital

Share (thousand shares) 521,956 507,423

Par value (in dollars) $ 10 $ 10

Capital $ 5,219,555 $ 5,074,228

Test-Rite’s outstanding capital stock as of JandaR012, amounted to $5,074,228 thousand. On #ugu
2012, transferred from retained earnings to cagitatk were $145,327 thousand. Consequently, as of
December 31, 2012, Test-Rite’s capital stock werereased to $5,219,555 thousand consisting of
521,955,558 outstanding common shares with a paed NT$10.00 per share.

Test-Rite’s outstanding capital stock as of Janubry2011, amounted to $5,164,228 thousand. On
October 11, 2011, the board of directors decidectioe treasury stock of $90,000 thousand andedeer
the capital. Consequently, as of December 31, 20&%t-Rite’s capital stock decreased to $5,074,228
thousand consisting of 507,422,872 outstanding comshares with a par value of NT$10.00 per share.
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In the stockholders’ meetings on June 18, 2012Jame 17, 2011, the stockholders decided to dis&ibu
retained earnings for 2011 and 2010 as follows:

2011
Dividends
Distributions of Per Share
Earnings (In Dollars)
Legal reserve $ 61,051 $ -
Cash dividends 387,538 0.80
Stock dividends 145,327 0.30
2010
Dividends
Distributions of Per Share
Earnings (In Dollars)
Legal reserve $ 37,549 $ -
Cash dividends 337,436 0.665

The amounts of the bonus to employees and the omdisectors and supervisors approved in 2011 were
$43,956 thousand and $10,989 thousand and thededmounts accrued in 2011 were $42,674 thousand
and $10,669 thousand or differences of $1,282 tnumisnd $320 thousand, respectively. The amodints o
the bonus to employees and the bonus to directods sapervisors approved in 2010 were $27,035
thousand and $6,759 thousand and the related asnacoitued in 2010 were $28,800 thousand and $7,300
thousand or differences of $1,765 thousand and $t@isand, respectively. The differences in 20id a
2010 were not material and had been adjusted ffit prad loss for the years ended December 31, 202
2011, respectively.

For the years ended December 31, 2012 and 201Bntloeints of earnings per share were calculated as
follows:

2012
Amounts (Numerator) EPS (NT$)
Parent Co. Income Parent Co.
Income Before  Income After Stockholders Before Tax Income After  Stockholders
Tax Include Tax Include Income After Shares Include Tax Include Income After
Minority Minority Tax (Denominator) Minority Minority Tax

Basic earnings per share
Net income to stockholders of
common stock $ 872,273 $ 750,240 $ 689,537 493,689,891 $ 177 $ 152 $ 140
The effects of dilutive potential
ordinary shares
Bonus to employees - - - 3,355,414

Diluted earnings per share
Net income to stockholders of
common stock and the effects

of potential ordinary shares $ 872,273 $ 750,240 $ 689,537 497,045,305 $ 175 $ 151 $ 1.39
2011
Amounts (Numerator) EPS (NT$)
Parent Co. Income Parent Co.
Income Before  Income After Stockholders Before Tax Income After  Stockholders
Tax Include Tax Include Income After Shares Include Tax Include Income After
Minority Minority Tax (Denominator) Minority Minority Tax

Basic earnings per share
Net income to stockholders of
common stock $ 942,022 $ 813,105 $ 636,133 517,347,225 $ 1.82 $ 157 $ 1.23
The effects of dilutive potential
ordinary shares
Bonus to employees - - - 2,637,325

Diluted earnings per share
Net income to stockholders of
common stock and the effects
of potential ordinary shares $ 942,022 $ 813,105 $ 636,133 519,984,550 $ 181 $ 1.56 $ 122
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The Company should presume that the entire amduhedonus will be settled in shares and the tiesul
potential shares should be included in the weiglaeetage number of shares outstanding used in the
calculation of diluted EPS, if the shares have latide effect. The number of shares is estimatgd b
dividing the entire amount of the bonus by the idggrice of the shares at the balance sheet d&ech
dilutive effect of the potential shares should beldded in the calculation of diluted EPS until the
shareholders resolve the number of shares to bébdied to employees at their meeting in the follgy
year. Bonuses to employees shall be recognizexxgense after the adoption of Interpretation 96-052
Therefore, the weighted-average number of commameshoutstanding in the calculation of basic and
diluted EPS shall not be adjusted retroactivelytfa increase in common shares outstanding frook sto
issuance for employee’s bonuses.

The basic earnings per share of 2011 was adjusteghctively for the distribution of stock dividenéh
2012.

The appropriations of 2013 earnings had been peapbyg the board of directors on March 28, 2013.e Th
proposed appropriations and dividends per share agfollows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 68,954 $ -
Cash dividends 526,055 1.08
Stock dividends - -

The appropriations of 2012 earnings and the amafrit®nus to employees and remuneration to director
and supervisors will be resolved by the sharehslaetheir meeting scheduled for June 17, 2013.

Regarding the 2011 and 2010 retained earnings pitipo by the board of directors and the appro¥dhe
stockholders, please refer to the Market Obsemafost System (“MOPS”) of the Taiwan Stock
Exchange.

For the years ended December 31, 2012 and 201lhaiwes to employees was $49,200 thousand and
$42,674 thousand, respectively, and the remuneratiadirectors and supervisors was $12,100 thousand
and $10,669 thousand, respectively. The bonus niplayees and remuneration to directors and
supervisors represented 8% and 2%, respectivelyebfincome (net of the bonus and remuneration).
Material differences between such estimated amanmdsthe amounts proposed by the Board of Directors
in the following year are adjusted for in the catrgear. If the actual amounts subsequently resbhy

the stockholders differ from the proposed amouthts differences are recorded in the year of stoddns’
resolution as a change in accounting estimatea stiare bonus is resolved to be distributed to @yepk,

the number of shares is determined by dividingalm®unt of the share bonus by the closing pricer(aft
considering the effect of cash and stock dividerafshhe shares of the day immediately preceding the
stockholders’ meeting.

RETAINED EARNINGS

According to the Company Law of the Republic of @&hand Test-Rite’s Articles of Incorporation, 10% o
Test-Rite’'s earnings, after paying tax and offeegttdeficit, if any, shall first be appropriated lagal
reserve. The remaining balance, if any, shallis&iduted in the following order:

a. Bonus to directors and supervisors - 2%, and

b. Bonus to employees - at least 2% or more,
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c. The remainder shall then be allocated in acecm&lavith the resolution of the stockholders in ithei
annual meeting.

The dividend policy is designed for the Companyatthieve its business plan and at the same time,
maintain stockholders’ benefits. Distribution isade through stock dividends, common stocks from
capital surplus and cash dividends. Cash dividestddl not be less than 10% of total distribution.
However, if cash dividends per share are less WE$0.1, stock dividends could be distributed indtea
cash dividends.

TREASURY STOCK

The changes in treasury stock for the years endszbmber 31, 2012 and 2011 were summarized as
follows (in shares):

Purpose 2012.1.1 Increase Decrease 2012.12.31
To transfer to employees 20,698,000 14,170,000 - 34,868,000

Purpose 2011.1.1 Increase Decrease 2011.12.31
To transfer to employees 32,480,000 20,698,000 32,480,000 20,698,000

As of December 31, 2012 and 2011, the treasunksibd est-Rite was $729,124 thousand and $437,139
thousand, respectively, which was purchased badlelsi-Rite.

Test-Rite should transfer all shares purchased badkmp sum or from time to time to employees,
including those of subsidiaries in which Test-Ritdds directly or indirectly more than one halftloé total
number of voting shares, within three years fromlbyback date.

Since some of the shares, purchased back by TestBm time to time for the purpose of transfegrio
employees, were not transferred within the legalunitst (three years from the buyback date), TeseRi
retired 9,000,000 shares of them and got the rme¢éire approval from Ministry of Economic Affairs
(MOEA) in November 2011.

Test-Rite transferred to employees 23,480 thousesabury shares amounting to $484,562 thousand in
2011. Based on Interpretation 2007-266 issued My Accounting Research and Development
Foundation, employee stock options granted dutiegyear ended December 31, 2012 were priced using
the Black-Scholes model, and compensation costdf289 thousand (recorded as salary expense) was
recognized in 2012. In 2011, the difference of,$89 thousand was recorded as capital surplussurg
stock transactions, including compensation cos$®4,239 thousand and the difference of $484,562
thousand between the transferred value of $484fx@Zsand and the book value of $445,612 thousand of
the treasury shares granted.

As of December 31, 2011, information regarding JRis¢’s share-based payment was summarized below:

a. As of December 31, 2011, Test-Rite’s share-bpagthent was as follows:

Number of Turnover Estimated
Options Contract Grant Rates for Turnover
Type of Arrangement Grant Date Granted Period Condition  This Year Rate
Treasury stock transfer to  January 4, 2011 23,480,000 - Immediate

employees
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b. Detail information about employee stock optidascribed above was as follows:

Year Ended December 31, 2011

Weighted-
Number of average
Options Exercise Price
(In Thousands) (NT$)
Balance, beginning of year - $ -
Options granted 23,480 20.70

Additional options granted from stock dividendsadjustment

for options granted - -
Options forfeited - -
Options exercised (23,480) 20.70
Expired options invalidated -

Balance, end of year - -

c. Options granted were priced at estimated faikketavalue using Black-Scholes pricing model aral th
inputs to the model were as follows:

Grant- Fair
date Share Exercise Option Expected Risk-free  Value
Type of Price Price Expected Life Dividend Interest Per Unit
Arrangement Grant Date (NT$) (NT$)  Volatility  (Years) Yield Rate (NTS)
Treasury stock January 4, 2011  $23.00 $20.70  28.75% - - 0.67% $2.31
transfer to
employees

According to the Stock Exchange Law of the ROC,ghares of treasury stock should not be over 10% of
Test-Rite’s issued and outstanding shares andrtimira of treasury stock should not be over thd twita
retained earnings and realized additional paidaipital. The highest numbers of shares of treastagk

that Test-Rite held as of December 31, 2012 and. 20@dre 34,868,000 shares and 32,480,000 shares.
The total amounts were $729,124 thousand and $6Z6hwusand pursuant to the law.

According to the Stock Exchange Law of the ROC, tthasury stock of Test-Rite should not be pledged
and does not have the same right as the commok stoc
. PERSONNEL, DEPRECIATION, AND AMORTIZATION EXPEN SES

Personnel, depreciation, and amortization expeimsabe years ended December 31, 2012 and 2011 were
summarized as follows:

Function 2012 2011
Operatin Operatin Operatin Operatin
Expense Iltem pCosts ’ E?(pensegs Total Fziosts ) E?(pensegs Total
Personnel expenses
Salaries $ 241,54B% 3,045,583 $ 3,287,126 $ 487,666 $ 3,257,077 $ 3,744,743
Labor insurance and health insurance 15,8394 235,568 250,962 29,267 233,148 262,415
Pension cost 15,601 138,800 154,401 30,935 124,807 155,742
Others 12,524 262,197 274,725 30,393 223,738 254,131
Depreciation expenses 83,260 569,284 652,544 105,935 751,644 857,579
Amortization expenses 1,656 161,125 162,781 3,625 128,756 132,381
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27. INCOME TAX

The components of income tax expense for the yadedkDecember 31, 2012 were as follows:

Tax expenses from entities generating net income $ 221,491
Tax credits from entities generating net loss (95,424)
Additional 10% income tax on unappropriated earsing 1,700
Additional income tax under the Alternative Minimurax Act 410

Adjustment to deferred tax asset and valuatiomaliae 6

Adjustment to prior years’ tax expenses (6,150)
Income tax expense $ 122,033

The tax effects of deductible temporary differenited gave rise to deferred tax assets as of Deze8ih
2012 were as follows:

Losses carryforward $ 41,987
Investment loss recognized under the equity method 484,762
Other temporary differences 563,087
Unrealized exchange gains (12,080)
Difference between financial and tax (6,687)
Valuation gain on financial instruments (800)
1,070,269

Less valuation allowance (4,080)
Net deferred tax assets $ 1,066,189
Deferred tax assets, current (included in otherecirassets) $ 38,635
Deferred tax assets, noncurrent (included in calseets) 1,028,117
Deferred tax liabilities, noncurrent (included ither liabilities) (563)
$ 1,066,189

Current income tax for the year ended December2812 and income tax payable as of December 31,
2012 were reconciled as follows:

Income tax expense at statutory rate $ 363,202
Decrease in tax resulting from other adjustmengeofianent difference
Current tax expense (141,711)
Provision for deferred income tax assets 221,491
Others (25,362)
Income tax payable 196,129
Less prepayments and withholdings in 2012 (90,717)
Add estimated 10% income tax on 2011 undistribetathings 1,700
Add income tax payable at January 1, 2012 27,072
Income tax payable as of December 31, 2012 $ 134,184

The reported prepaid income tax and withholding$2®,433 thousand as of December 31, 2012 were
income tax prepayments in 2012 and prior years.
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28.

Losses carryforwards of Lih Chiou, Test-Rite Honegv&e and Tong Lung as of December 31, 2012 for
income tax purposes were summarized as follows:

Year Expired Amount
2013 $ 320
2019 5,440
2020 11,691
2021 10,226
2022 14,310
$ 41,987

The information of Test-Rite about Imputation CtedilC”) on the undistributed earnings as of
December 31, 2012 was summarized as follows:

IC on undistributed earnings as of December 312201 $ 464,111
Undistributed earnings generated on and after dgriyd 998 $ 706,129
Actual IC ratio on distributed earnings in 2012 20.48%
Expected IC ratio on distribution of earnings irl20 20.48%

The income tax returns of Test-Rite for years tgto@010 have been examined and approved by the tax
authority. The tax authority assessed an additimame tax payable because Test-Rite did notimbta
legal evidence for commission expenses and othkishwi est-Rite reported on its 2006 to 2009 income
tax returns. And the tax authority assessed artiagal income tax payable because Test-Rite ‘ditpro
from the sale and leaseback including the incommeegafrom sale of land shall not be exempted which
Test-Rite reported on its 2010 income tax returniest-Rite did not agree with the decision solé@dfian
appeal to the tax authority. Test-Rite does npeekthe result of the appeal will generate angiBaant

loss to the Company based on its previous experientherefore, Test-Rite decided not to record the
disputed tax payable on its book.

RELATED PARTY TRANSACTIONS
Names and relationships of the related partiepaitaned as follows:

Name Relationship

Test-Rite Int'l (Mexico) Ltd. (“TR Mexica”) Parent company with 49.00% ownership interest.
Dissolved in December 2012. The liquidation was
not completed yet.

Judy Lee Chairman of Test-Rite

Li-Heng Lee Related party in substance

Tony Ho Related party in substance

Quality Master Investment Co., Ltd. (“Quality  Related party in substance

Master”)

Up Master Investment Co., Ltd. (“Up Master”) Related party in substance

X-Cel Relationship Management Co., Ltd. Related party in substance

Tsai Wang Enterprise Co., Ltd. (“Tsai Wang”) Related party in substance

Li Xiong Co., Ltd. Up Master with 100.00% ownership interest
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Rental Income

Rental income from related parties for the yeagedrDecember 31, 2012 and 2011 was as follows:

2012 2011
Amount % Amount %
Others $ 176 - $ 201 -

The Company’s rental income from related partieadsording to market price and the rental income is
received monthly.

Service Income

Service income from related parties for the yeaded December 31, 2012 and 2011 was as follows:

2012 2011
Amount % Amount %
Others $ 960 5 $ 960 5

Rent Expense
See Note 14.
Selling, General and Administrative Expenses - Comission Expenses

Commission expenses to related parties for thesysated December 31, 2012 and 2011 were as follows:

2012 2011
Amount % Amount %
TR Mexico $ 2979 2 $ 17,503 9

Commission expenses to related parties are basgrbes profit while commission expenses to nonteela
parties are based on selling prices.

Refundable Deposits Paid

Refundable deposits paid from related parties Hier years ended December 31, 2012 and 2011 was as
follows:

2012 2011
Amount % Amount %
Tsai Wang $ 125,000 5 $ 125,000 5
Due from Related Parties
Due from related parties as of December 31, 2082841 was as follows:
2012 2011
Amount % Amount %
Advances for related parties
TR Mexico $ 1,798 100 $ 5,400 100
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Due to Related Parties

Due to related parties as of December 31, 20128hd was as follows:

2012 2011
Amount % Amount %
Accrued commission expenses
TR Mexico $ - - $ 1,394 3

Endorsements or Guarantees

Endorsements or guarantees that Test-Rite prowvigétd business related legal entities and subdidia
were summarized in Note 30.

As of December 31, 2012, short-term bank borrowfg454,521 thousand were guaranteed by Tony Ho
and Judy Lee. Short-term bank borrowings of $58,#Yousand were guaranteed by Judy Lee and
$10,000 thousand were guaranteed by Tony Ho.

As of December 31, 2011, short-term bank borrowwfg502,814 thousand were guaranteed by Tony Ho
and Judy Lee. Short-term bank borrowings of $80h8usand were guaranteed by Judy Lee.

As of December 31, 2012, long-term debt of $3,53@ fhousand was guaranteed by Judy Lee.

As of December 31, 2011, long-term debt of $300@@isand was guaranteed by Tony Ho and Judy Lee.
Long-term debt of $5,650,590 thousand was guardritgdudy Lee.

Compensation of Directors, Supervisors and ManageméPersonnel

Years Ended December 31

2012 2011
Salaries $ 160,895 $ 184,222
Incentives 15,397 10,753
Bonuses 25,062 21,432

$ 201,354 $ 216,407

Compensation of directors, supervisors and managepsesonnel for 2012 was estimated accordingeo th
order of making appropriations from net income tatpd by the Company’s Articles of Incorporation.
The appropriations of earnings for 2012 have nanbapproved in the shareholders’ meeting. The
information about the compensation of directors ammhagement personnel is available in the annual
report for stockholders’ meeting.

The compensation of directors, supervisors and genant personnel for the year ended December 31,
2011 included the bonuses appropriated from easniiog 2010 which had been approved by the
stockholders in their meeting held in 2011. Pleaser to annual report for stockholders’ meeting f
more details.
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29. PLEDGED ASSETS

Assets pledged for various purposes as of Decefihe2012 and 2011 were summarized as follows:

2012 2011
Time deposits (see Note 4) $ 13,134 $ 27,275
Land (see Note 14) - 247,665
Buildings and improvements (see Note 14) - 156,116

$ 13,134 $ 431,056

30. COMMITMENTS AND CONTINGENCIES
Letter of Credit

Test-Rite’s outstanding letters of credit not retiéel in the accompanying financial statements as of
December 31, 2012 were US$219 thousand.

Test-Rite’s outstanding letters of credit not retiéel in the accompanying financial statements as of
December 31, 2011 were US$2,844 thousand and NO@ih®usand.

Endorsements/guarantees provided: As of Decenhe2® 2 and 2011, endorsements or guarantees that
the Company provided to its business related legtties and subsidiaries were summarized as fetlow

2012 2011
Standby letters of credit
TR Products UsS$ 9,000 Us$ 1,375
Test-Rite Business Development Us$ 3,000 US$ 3,000
Energy Retailing US$ 2,000 Us$ 2,500
Hola Shanghai Retail & Trading Ltd. US$ 1,000 US$ 3,000
Hola Shanghai Retail & Trading UsSs$ - US$ 8,000
Light Up Shanghai Retailing EUR - EUR 255
Endorsements
TR Products US$ 18,103 US$ 20,699
TR Trading & TR Retailing Us$ 12,500 Us$ 17,500
Hola Shanghai Retail & Trading US$ 8,500 US$ 13,500
Test-Rite Business Development UsS$ 5,000 US$ 5,000
TR Pte. Us$ 2,000 USs$ -
TR GI EUR 1,000 EUR 1,000
TR Thailand Uss 400 US$ 400
TR Canada CAD 60 CAD 30

As of December 31, 2012, Test-Rite Retail's outdiag letters of credit for purchase of inventory
amounted to approximately US$153 thousand and EUWRABand.

As of December 31, 2012, Test-Rite Retail has immluty relief on temporary admission, coupon

execution guarantee and CPC Corporation guarargadered by banks for approximately $86,850
thousand.
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31. DISCLOSURES FOR FINANCIAL INSTRUMENTS

Nominal Amount and Credit Risk

The forward exchange contracts and cross-curremap sontracts as of December 31, 2012 and 2011 were

summarized below:

2012 2011
Nominal Nominal
Financial Instruments Type Amount Credit Risk Amount Credit Risk
Non-trading purpose
Forward exchange Sale US$ 176,900 $ - US$ 204,930 $ -
Buy US$ 169,900 - US$ 146,000 -
Sale EUR 3,282 -  EUR 5,957 -

Market Risk

For a derivative designated as hedging instrunmbatgain or loss derived from the fluctuation aenest
rate or exchange rate is to be offset by the losgatm on the hedged item attributable to the biskg

hedged and thus, the market risk is insignificant.

Liquidity Risk and Cash Flow Risk

Foreign exchange rates embedded in the derivatingracts are fixed at the inception and thus, dlasih

risks are insignificant.

The exchange gains on the sale or purchase ofatiegvfinancial instruments of $254,391 thousand an

$72,241 thousand for the years ended 2012 and 2@%pectively, were recorded under nonoperating

income and gains - foreign exchange gain, net.

Fair Value of Financial Instruments

The fair value of non-derivative financial instrumte as of December 31, 2012 and 2011 was summarized

as follows:
2012 2011
Carrying Fair Carrying Fair
Value Value Value Value
Assets
Cash and cash equivalents $ 1,881,727 $ 1,881,727 $ 2,095,773 $ 2,095,773
Financial assets at fair value
through profit or loss, current 299,925 299,925 99,447 99,447
Available-for-sale financial
assets, current - - 2,141 2,141
Notes receivable 5,207 5,207 39,343 39,343
Accounts receivable 2,406,456 2,406,456 2,922,471 2,922,471
Other receivables 364,285 364,285 310,823 310,823
Other financial assets, current 599 599 613 613
Long-term equity investments at
equity method - - 1 -
Available-for-sale financial
assets, noncurrent - - 30,450 30,450
(Continued)
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2012 2011

Carrying Fair Carrying Fair
Value Value Value Value

Financial assets carried at cost,

noncurrent $ 73,709 $ 73,709 $ 109,989 $ 109,989
Bond investments without active

market, noncurrent 50,000 50,000 50,000 50,000
Refundable deposits paid 841,804 841,804 833,364 833,364

Liabilities

Short-term bank borrowings 1,764,129 1,764,129 3,397,071 3,397,071
Short-term bills payable - - 159,842 159,842
Financial liabilities at fair value

through profit or loss, current 290 290 490 490
Notes payable 18,372 18,372 21,100 21,100
Accounts payable 4,512,979 4,512,979 4,450,756 4,450,756
Other payables 2,147,951 2,147,951 1,860,066 1,860,066
Current portion of long-term

debt 200,000 200,000 - -
Other financial liabilities, current 69,122 69,122 72,524 72,524
Long-term debt 5,013,197 5,013,197 7,150,590 7,150,590
Other financial liabilities,

noncurrent 180,471 180,471 157,853 157,853

(Concluded)

The fair value of derivative financial instrumeris of December 31, 2012 and 2011 was summarized as
follows:

2012 2011
Carrying Fair Carrying Fair
Value Value Value Value

Financial assets at fair value

through profit or loss, current $ - $ - $ 150,289 $ 150,289
Financial liabilities at fair value

through profit or loss, current (20,795) (20,795) (13,315) (13,315)
Put option on convertible preferred

stock - - (19,950) (19,950)

Approaches and assumptions employed in asses@fgithvalue of financial instruments are summatize
as follows:

a. Financial instruments classified as currenttasaed liabilities will mature within a short pediof
time. Therefore, they should be recognized atvalue. Fair value recognition can be applied to
financial instruments including cash and cash exants, notes receivable, accounts receivable,
short-term bank borrowings, short-term bills pagabhotes payable, accounts payable, and other
financial instruments, etc.

b. If the price of marketable securities is obthleathey should be measured at fair value. Otiserw
other information can be used to estimate thesmdiial securities’ fair value.

c. Fair value of long-term debts is estimated usimegpresent value of future cash flows discoubtethe
interest rates the company may obtain for simdank.
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32.

d. The fair value of derivative financial instrunems the amount which the Company expects to vecei
or pay if the Company stops the contracts accordinghe agreement at the balance sheet date.
Generally, the amounts included unrealized gailess on outstanding contracts and most of them have
reference value from financial organizations.

Fair Value Measurement of Financial Assets and Lialities

Other
Estimation
Market Value Method Total
Assets
Financial assets at fair value through profit or
loss, current $ 299,925 $ - $ 299,925
Liabilities
Financial liabilities at fair value through profit
or loss, current 290 20,795 21,085
OPERATING LEASE

The agreement on lease of land, buildings and iwgments which Test-Rite entered into with related
party, Tsai Wang, required Test-Rite to pay guaamteposit of $125,000 thousand, which was recorded
under “refundable deposits paid”.

A list of rent expense for the next 5 years andptesent value of rentals of 2017 as of Decembg@12
was as follows:

Period Amount
2013 $ 289,819
2014 298,513
2015 307,468
2016 316,693
2017 326,193
$ 1,538,686

The lease agreement which Test-Rite entered intb mon-related parties required Test-Rite to collec
guarantee deposit of $60 thousand, which was redowhder “refundable deposits received.” A list of
rent revenue for the next 5 years and present @fluentals of 2017 as of December 31, 2012 was as
follows:

Period Amount
2013 $ 421
2014 421
2015 245
2016 186
2017 (present value $52 thousand) 62
$ 1,335
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As lessor under lease agreements entered into neithrelated parties, Chung Cin Enterprise collected
guarantee deposit of $20,310 thousand, which wasded under “refundable deposits received.” A lis
of rent revenue for the next 5 years and the ptegdue of rentals from 2018 to 2025 as of Decendder
2012 was as follows:

Period Amount

2013 $ 55,178
2014 32,851
2015 12,830
2016 4,973
2017 3,267
2018-2022 (present value $11,683 thousand) 14,561
2023-2025 (present value $4,931 thousand) 6,898

$ 130,558

As lessee under agreements entered into for Idasma, buildings and improvements with non-related
parties, Chung Cin Enterprise paid guarantee depds$22,051 thousand, which was recorded under
“refundable deposits paid”. A list of rent experiee the next 5 years and the present value ofatent
from 2018 to 2025 as of December 31, 2012 was|ksv&

Period Amount

2013 $ 32,364
2014 33,585
2015 34,223
2016 34,905
2017 36,258
2018-2021 (present value $173,372 thousand) 190,067
2022-2025 (present value $94,994 thousand) 109,270

$ 470,672

As lessee, TR U.S. entered into sale-leasebackemgm® of equipment, warehouse, and showroom
facilities with non-related parties. A list of teexpense for future years as of December 31, 204
summarized as follows:

Period Amount
2013 $ 68,231
2014 72,180
2015 70,103
2016 52,965
2017 51,518
2018-2019 4,293
$ 319,290
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TR U.S. entered into patent license agreement motiirelated parties. A list of royalty expense ttoe
next 3 years as of December 31, 2012 was summaaizéallows:

Period Amount
2013 $ 21,547
2014 4813
2015 2,073
$ 28,433

Hola Shanghai Retail & Trading entered into leag@ment for office premises with non-related patrti
A list of rent expense for the next 5 years and phesent value of rentals from 2018 to 2028 as of
December 31, 2012 was as follows:

Period Amount

2013 $ 539,994
2014 571,573
2015 566,184
2016 485,749
2017 463,771
2018-2022 (present value $1,256,022 thousand) 1,403,827
2023-2027 (present value $291,800 thousand) 364,518
2028 (present value $$36,004 thousand) 50,269

$ 4,445,885

Test-Rite Retail’'s lease agreement for office peamiwith non-related parties required Test-RitaaiR&t
pay guarantee deposit of $461,854 thousand, whashrecorded under “refundable deposits paid”. sA li
of rent expense for the next 5 years and the presdume from 2018 to 2042 as of December 31, 2048 w
as follows:

Period Amount

2013 $ 938,423
2014 951,912
2015 972,697
2016 751,344
2017 637,611
2018-2022 (present value $2,487,350 thousand) 2,730,641
2023-2027 (present value $666,265 thousand) 771,981
2028-2032 (present value $152,744 thousand) 191,482
2033-2037 (present value $81,739 thousand) 109,959
2038-2042 (present value $11,314 thousand) 15,839

$ 8,071,889
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The information of significant foreign-currency dincial assets and liabilities as of December 312 2(hd
2011 was summarized as follows:

(Unit:  Foreign Currencies/New Taiwan Dollars in Thaisands)

2012 2011
Foreign Exchange New Taiwan Foreign Exchange New Taiwan
Currencies Rate Dollars Currencies Rate Dollars
Financial assets
Monetary items
uUsD $ 45,280 29.136 $ 1,319,265 $ 84,640 30.29 $ 2,563,748
EUR 1,481 38.4025 56,890 1,821 39.16 71,318
GBP 381 46.7544 17,830 556 46.7035 25,974
RMB 275,880 4.6597 1,285,516 223,300 4.806 1,073,178
SGD 2,710 23.7449 64,347 3,170 23.2849 73,824
Nonmonetary items
uUsD 175,900 29.136 5,125,022 167,500 30.29 5,073,575
EUR 3,282 38.4025 126,019 5,957 39.16 233,257
Financial liabilities
Monetary items
UsD 69,746 29.136 2,032,120 136,174 30.29 4,124,723
EUR 2,226 38.4025 85,502 615 39.16 24,071
RMB 552,986 4.6597 2,576,747 666,486 4.455 2,968,927
Nonmonetary items
uUsD 169,900 29.136 4,950,206 144,437 30.29 4,374,986

. OPERATING SEGMENT FINANCIAL INFORMATION

Information reported to the chief operating deaisioaker for the purposes of resource allocation and
assessment of segment performance focuses on ¢ypgsods or services delivered or provided. The
Company's reportable segments under SFAS No. 4tharefore as follows:

A Segment - retail segment

B Segment - trading segment

C Segment - manufacturing segment
D Segment - construction segment

Segment Revenue and Results

The analysis of the Company’s revenue and resudta £ontinuing operations by reportable segment for
the years ended December 31, 2012 and 2011 waliass:

2012
Adjustment
and
A Segment B Segment C Segment D Segment Elimination Total

Net sales $ 20,365,537 $18,933,498 $ 2,062,048 $ 1,601,462 $ (7,715,271) $ 35,247,274
Cost of sales (13,203,261) (14,866,799) (1,651,115) (1,362,391) 6,419,374 (24,664,192)
Gross profit 7,162,276 4,066,699 410,933 239,071 (1,295,897) 10,583,082
Operating expenses (6,739,198) (3.916,031) (248,082) (151,738) 1,315,763 (9,739,286)
Operating income $ 423,078 $ 150,668 $ 162,851 $ 87,333 $ 19,866 843,796
Nonoperating income and gains 473,832
Nonoperating expenses and

losses (445,355)
Income before income tax $ 872,273
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2011

Adjustment
and
A Segment B Segment C Segment D Segment Elimination Total

Net sales $ 20,674,374  $19,959,927 $ 3,169,467 $ 2,323,527 $(10,249,723) $ 35,877,572
Cost of sales (13,461,860) (15,852,757) (2,619,286) (2,019,748) 8,915,089 (25,038,562)
Gross profit 7,212,514 4,107,170 550,181 303,779 (1,334,634) 10,839,010
Operating expenses (6.860,730) (3.849,415) (382,627) (149,563) 1,305,375 (9,936,960)
Operating income $ 351,784 $ 257,755 $ 167,554 $ 154,216 $  (29,259) 902,050
Nonoperating income and gains 463,015
Nonoperating expenses and

losses (423,043)
Income before income tax $ 942,022

All intercompany transactions have been eliminatedn consolidation for the years ended December 31,
2012 and 2011.

Segment Assets and Liabilities

The analysis of the Company’s assets and liatslitne reportable segment as of December 31, 2012 and
2011 was as follows:

2012
Adjustment
and
A Segment B Segment C Segment D Segment Elimination Total
Assets $ 9,597,196 $ 15,255,817 $ - $ 1,531,943 $ (3,754,234) $ 22,630,722
Liabilities $ 6,211,865 $11,835448 $ - $ 409,720 $ (2,591,347) $ 15,865,686
2011
Adjustment
and
A Segment B Segment C Segment D Segment Elimination Total
Assets $11,995285  $15,716,245 $ 3,039,985 $ 1,718,798 $ (4,907,905) $ 27,562,408
Liabilities $ 8,450,934  $13253,062 $ 1,829,139 $ 588,981 $ (3,790,408) $ 20,331,708

All intercompany transactions have been eliminatedn consolidation for the years ended December 31,
2012 and 2011.

Geographical Information
The Company operates in two principal geograpldcads - Asia and America. The Company’s revenue
from continuing operations from external customarsl information about its noncurrent assets by

geographical location were detailed below:

Revenue from External

Customers Noncurrent Assets
Year Ended December 31 Year Ended December 31
2012 2011 2012 2011
Asia $ 30,427,712 $ 31,072,591 $ 12,155,322 $ 13,609,786
America 4,451,594 4,384,891 - -
Europe 336,770 419,752 - -
Australia and others 31,198 338 - -
$ 35247274 $ 35877572 $ 12,155,322 $ 13,609,786

Noncurrent assets excluded those classified asdiakinstruments, deferred pension cost and dederr
income tax assets.
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Major Customer

No individual customer accounted for at least 10%omsolidated revenue in 2012 and 2011.

. PRE-DISCLOSURE FOR ADOPTION OF INTERNATIONAL FI NANCIAL REPORTING
STANDARDS

Under Rule No. 0990004943 issued by the Finanaipe8/isory Commission (FSC) on February 2, 2010,
the Company’s pre-disclosure information on theptido of International Financial Reporting Standard

(IFRSs) was as follows:

a. On May 14, 2009, the FSC announced the “Frameviar Adoption of International Financial
Reporting Standards by Companies in the ROC.” his framework, starting 2013, companies with
shares listed on the TSE or traded on the TaiwaT &rSecurities Market or Emerging Stock Market
should prepare their financial statements in aaed with the Guidelines Governing the Preparation
of Financial Reports by Securities Issuers, Intgonal Financial Reporting Standards, International
Accounting Standards, Interpretations as well kga@ guidance translated by the ARDF and issued by
the FSC. To comply with this framework, the Comphas set up a project team and made a plan to
adopt the IFRSs. Leading the implementation of fhan is Mrs. Sophia Tong. The main contents
of the plan, anticipated schedule and status afugian as of December 31, 2012 were as follows:

Plan Item Responsible Division Plan Progress

1) Establish the IFRSs taskforce IFRSs taskfonckaecounting divisionFinished
2) Set up a work plan for IFRSs adoption  IFRSkftase and accounting divisiorFinished

3) Complete the identification of GAAP IFRSs taskforce and accounting divisidfinished
differences and impact

4) Complete the identification of IFRSs taskforce and accounting divisidfinished
consolidated entities under IFRSs

5) Evaluate optional exemptions under IFRSs taskforce and accounting divisidfinished
IFRS based on IFRS 1

6) Complete modification to the IT IFRSs taskforce and IT division Finished
systems

7) Complete modification to the internal IFRSs taskforce and internal audit Finished
controls division

8) Determine IFRSs accounting policies IFRSs sl and accounting divisiorFinished

9) Select optional exemptions under IFR$-RSs taskforce and accounting divisidfinished
based on IFRS 1

10) Complete the preparation of opening IFRSs taskforce and accounting divisidfinished
date balance sheet under IFRSs

11) Prepare comparative financial IFRSs taskforce and accounting divisidfinished

information under IFRSs for 2012
(Continued)
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Plan Item Responsible Division Plan Progress
12) Complete modification to the relevant IFRSs taskforce and internal audit Finished
internal controls (including financial division
reporting process and information
systems)
(Concluded)

The material differences between the existingpawting policies and the accounting policies to be

adopted under IFRSs were as follows:

1)

Reconciliation of the consolidated balance sbaetanuary 1, 2012 were as follows:

Effect of Transition to IFRSs

Recognition and

IFRSs

R.O.C. GAAP Measurement Presentation
Item Amount Difference Difference Amount
Current assets
Cash and cash equivalents $ 2,095,773 $ - $ (2,000) $ 2,093,773
Financial assets at fair value 249,736 - - 249,736
through profit or loss - current
Available-for-sale financial assets 2,141 - - 2,141
- current
Notes receivable 39,343 - - 39,343
Accounts receivable 2,922,471 - 30,090 2,952,561
Other receivables 310,823 - - 310,823
Other financial assets - current 613 - 2,000 2,613
Inventories 5,928,469 - - 5,928,469
Prepayments 915,460 - - 915,460
Other current assets 260,980 - (28.712) 232,268
Total current assets 12,725,809 - 1,378 12,727,187
Fund and investment
Long-term equity investments at 1 - - 1
equity method
Available-for-sale financial assets 30,450 - - 30,450
- noncurrent
Financial assets carried at cost - 109,989 - - 109,989
noncurrent
Bond investments without active 50,000 - - 50,000
market, noncurrent
Total long-term investments 190,440 - -
Property, plant and equipment, net 7,709,067 34,855 - 7,743,922
Intangible assets
Computer software cost 209,675 - - 209,675
Goodwill 3,647,854 - - 3,647,854
Deferred pension cost 19,692 (19.692) -
Total intangible assets 3,877,221 (19.692) -
Other assets
Refundable deposits paid 833,364 - - 833,364
Deferred income tax assets - 1,002,504 - 28,712 1,031,216
noncurrent
Other assets - other 1,224,003 - - 1,224,003
Total other assets 3,059.871 - 28712 14,880.474
Total assets $ 27,562,408 $ 15,163 $ 30,090 $ 27,607,661
Current liabilities
Short-term bank borrowings $ 3,397,071 $ - $ - $ 3,397,071
Short-term bills payable 159,842 - - 159,842
Financial liabilities at fair value 33,755 - - 33,755
through profit or loss - current
Notes payable 21,100 - - 21,100
Accounts payable 4,450,756 - - 4,450,756
Income tax payable 180,359 - - 180,359
Other payables 1,860,066 23,107 - 1,883,173
Liability component of preferred 335,361 - - 335,361
stocks - current
Advance receipt 457,602 197,870 - 655,472
Other current liabilities 582,137 (184,789) 18,090 415,438
Total current liabilities 11,478,049 36.188 18,090 11,532,327
Long-term liabilities
Long-term debt 7,150,590 - - 7,150,590
Estimated land value increment tax 41,791 - (41,791) -
payable
Other liabilities
Accrued pension cost 291,829 114,936 - 406,765
Refundable deposits 157,853 - - 157,853
Deferred credit 1,173,942 (923,942) - 250,000
Other liabilities - others 37,654 49,233 53,791 140,678
Total other liabilities 1,661,278 (759.,773) 53,791 8,105,886
Total liabilities 20,331,708 (723,585) 30,090 19,638,213
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Item

Current assets

Cash and cash equivalents

Financial assets measured at fair
value through profit and loss -
current

Available-for-sale financial assets
- current

Notes receivable

Accounts receivable

Other receivables

Other financial assets - current

Inventories

Prepayments

Other current assets

Total current assets

Noncurrent assets

Investments accounted for by the
equity method

Available-for-sale financial assets
- noncurrent

Financial assets measured at fair
value through profit and loss -
noncurrent

Bond investments without active
market, noncurrent

Property, plant and equipment, net

Computer software
Goodwill

Refundable deposits

Deferred income tax assets -
noncurrent

Other assets

Total noncurrent assets

Total assets

Current liabilities

Short-term bank borrowings

Short-term bills payable

Financial liabilities measured at
fair value through profit and loss
- current

Notes payable

Accounts payable

Income tax payable

Other payable

Liability component of preferred
stocks - current

Advance receipt

Other current liabilities

Total current liabilities
Noncurrent liabilities
Long-term debts

Accrued pension cost
Refundable deposits
Deferred credit

Other liabilities

Total other liabilities
Total liabilities

Explanation

5)9)

5) d)

5)9)

5) a)

4)e)

5) c)

5) )

5) b)

519
5) a), 5) d),
5)e)

5) h)
5) c)
5) e)

4) e), 5) a),
5) h)

(Continued)



Effect of Transition to IFRSs

Recognition and

R.0.C. GAAP Measurement Presentation
Item Amount Difference Difference Amount
Equity attributable to stockholders of
the parent
Capital
Common stock $ 5,074,228 $ - $ - $ 5,074,228
Capital surplus
Additional paid-in capital 689,395 - - 689,395
Treasury stock transactions 5,081 - - 5,081
Retained earnings
Legal reserve 744,159 - 744,159
Unappropriated earnings 610,508 815,801 - 1,426,309
Others
Cumulative translation 133,069 (133,069) - -
adjustments
Net loss not recognized as (104,021) 104,021 - -
pension costs
Unrealized holding gain on 1,682 - - 1,682
available-for-sale financial
assets
Unrealized revaluation 25,825 (25,825) - -
increment
Treasury stock (437,139) - - (437,139)
Total equity attributable to 6,742,787 760,928 - 7,503,715
stockholders of the parent
Minority interest 487,913 (22,180) - 465,733
Total stockholders’ equity 7,230,700 738,748 - 7.969,448
Total liabilities and stockholders’ $ 27,562,408 $ 15,163 $ 30,090 $ 27,607,661

equity

2) Reconciliation of consolidated

IFRSs
Item Explanation
Stockholders’ equity
Capital
Common stock
Capital surplus
Additional paid-in capital
Treasury stock transactions
Retained earnings
Legal reserve
Unappropriated earnings 4) b), 4) ),
4)d), 4) e),
5) b), 5) c),
5)e),5)f)
Others
4) d)
5) ¢)
Unrealized holding gain on
available-for-sale financial
assets
4) b)
Treasury stock

Total equity attributable to
stockholders of the parent
Minority interests
Total stockholders’ equity

Total liabilities and stockholders’

equity
(Concluded)

balance sheeatf &=cember 31, 2012

Effect of Transition to IFRSs

Recognition and

IFRSs

R.0.C. GAAP Measurement Presentation
Item Amount Difference Difference Amount
Current assets
Cash and cash equivalents $ 1,881,727 $ - $ - $ 1,881,727
Financial assets at fair value 299,925 - - 299,925
through profit or loss - current
Notes receivable 5,207 - - 5,207
Accounts receivable 2,406,456 - 1,822 2,408,278
Other receivables 364,285 - - 364,285
Other financial assets - current 599 - - 599
Inventories 4,840,887 - - 4,840,887
Other prepayments 547,474 - - 547,474
Other current assets 129,729 - (38.635) 91,094
Total current assets 10,476,289 - (36.813) 10,439,476
Fund and investment
Financial assets carried at cost - 73,709 - - 73,709
noncurrent
Bond investments without active 50,000 - - 50,000
market - noncurrent
Total long-term investments 123,709 - -
Property, plant and equipment, net 6,161,973 33,699 - 6,195,672
Intangible assets
Computer software cost 219,730 - - 219,730
Goodwill 2,880,444 (699,555) - 2,180,889
Deferred pension cost 376 (376) - -
Other intangible assets 68,737 (68,737) - -
Total intangible assets 3,169,287 (768,668) -
Other assets
Refundable deposits paid 841,804 - - 841,804
Deferred income tax assets - 1,028,117 - 38,635 1,066,752
noncurrent
Other assets - other 829,543 - - 829,919
Total other assets 2,699.464 - -
11,458,099
Total assets $ 22,630,722 $  (734969) $ 1,822 $ 21,897,575
Current liabilities
Short-term bank borrowings $ 1,764,129 $ - $ - $ 1,764,129
Financial liabilities at fair value 21,085 - - 21,085
through profit or loss - current
Notes payable 18,372 - - 18,372
Accounts payable 4,512,979 - - 4,512,979
Income tax payable 134,184 - - 134,184
Other payables 2,147,951 16,796 - 2,164,747
Advance receipt 411,071 193,002 - 604,073
Current portion of long-term debt 200,000 - - 200,000
Other current liabilities 405,890 (184,789 1,822 222,923
Total current liabilities 9,615,661 25,009 1,822 9,642,492
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Item Explanation
Current assets
Cash and cash equivalents
Financial assets measured at fair
value through profit and loss -
current
Notes receivable
Accounts receivable
Other receivables
Other financial assets - current
Inventories
Other prepayments
Other current assets
Total current assets

5) d)

5) a)

Financial assets measured at fair
value through profit and loss -
noncurrent

Bond investments without active
market - noncurrent

Property, plant and equipment, net  4) e)
Computer software cost
Goodwill 5) i)
5) c)
5) i)

Refundable deposits paid

Deferred income tax assets -
noncurrent

Other assets

Total noncurrent assets

5) a)

Total assets

Current liabilities
Short-term bank borrowings
Financial liabilities measured at
fair value through profit and loss
- current
Notes payable
Accounts payable
Income tax payable
Other payables 5) b)
Advance receipt 5) f)
Current portion of long-term debt

Other current liabilities 5) a), 5) d),
5)e)
Total current liabilities
(Continued)



R.O.C. GAAP

Effect of Transition to IFRSs

Recognition and

Item

Long-term liabilities

Other liabilities
Accrued pension cost
Refundable deposits received
Deferred credit
Other liabilities - other

Total other liabilities
Total liabilities
Stockholders’ equity
Capital
Common stock
Capital surplus
Additional paid-in capital
Treasury stock transactions
Retained earnings
Legal reserve
Unappropriated earnings

Others
Cumulative translation
adjustments
Net loss not recognized as
pension costs
Unrealized holding loss on
available-for-sale financial
asset
Treasury stock
Total equity attributable to
stockholders of the parent
Minority interest
Total stockholders’ equity

Total liabilities and stockholders’
equity

3)
31, 2012

R.O.C. GAAP

Measurement Presentation
Amount Difference Difference Amount
$ 5,013,197 $ - $ - $ 5,013,197
85,667 44,042 - 129,709
180,471 - - 180,471
939,154 (739,153) - 200,001
31,536 51,300 - 82,836
1,236,828 (643,811) - 5,606,214
15,865,686 (618,802) 1,822 15,248,706
5,219,555 - - 5,219,555
685,395 - - 689,395
5,081 - - 5,081
805,210 - - 805,210
706,129 (42,968) - 663,161
109,560 (133,069) - (23,509)
(59,870) 59,870 - -
25 - - 25
(729,124) - - (729,124)
6,745,961 (116,167 - 6,629,794
19,075 - - 19,075
6,765,036 (116,167) - 6,648,869
$ 22,630,722 $  (734969) $ 1,822 $ 21,897,575

Effect of Transition to IFRSs

Recognition and

Item

Net operating revenue
Operating cost

Gross profit
Operating expenses

Operating income
Nonoperating income and gains
Interest income
Investment gain recognized under
equity method
Gain on disposal of property, plant
and equipment
Gain on sale of investments, net
Foreign exchange gain, net
Gain on valuation of financial
liabilities
Others
Total non-operating income
Nonoperating expenses and loss
Interest expenses
Loss on disposal of property, plant,
and equipment
Amortization of liability
component of preferred stocks -
noncurrent
Dividends paid on liability
component of preferred stocks -
noncurrent
Loss on valuation of financial
assets
Reverse split loss
Others
Total non-operating expenses
Provision for income tax
Income tax expense
Total consolidated net income

IFRSs
Item Explanation
Noncurrent liabilities
Accrued pension cost 5) c)
Refundable deposits received
Deferred credit 5) e)
Other liabilities 4) e), 5) a),
5) h)
Total other liabilities
Total liabilities
Stockholders’ equity
Capital
Common stock
Capital surplus
Additional paid-in capital
Treasury stock transactions
Retained earnings
Legal reserve
Unappropriated earnings 4) b), 4) c),
4)d), 4) e),
5) b), 5) c),
5)e),5)f)
Others
Cumulative translation 4) d)
adjustments
5) ¢)

Unrealized holding loss on
available-for-sale financial
asset

Treasury stock

Total equity attributable to
stockholders of the parent
Minority interest
Total stockholders’ equity

Total liabilities and stockholders’

equity
(Concluded)

Reconciliation of consolidated statement of caghpnsive income for the year ended December

Measurement Presentation
Amount Difference Difference Amount

$ 35,247,274 $ 4,868 $ - $ 35,252,142
24,664,192 184,789 - 24,848,981
10,583,082 (179,921) - 10,403,161
9,739,286 3,558 - 9,742,844
843,796 (183.479) - 660,317
16,960 - - 16,960
6,798 - - 6,798
320 - - 320
48,482 - - 48,482
194,698 - - 194,698
11,588 - - 11,588
194,986 - - 194,986
473,832 - - 473,832
193,299 2,067 - 195,366
5,621 - - 5,621
5,229 - - 5,229
8,726 - - 8,726
164,356 - - 164,356
1,717 - - 1,717
66,407 - - 66,407
445,355 2,067 - 447,422
872,273 (185,546) - 686,727

(122,033) - - (122,033)

$ 750,240 $  (185,546) $ - $ 564,494

$  (23,509)

(6,823)

(1,657)

$ 532,705
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IFRSs
Item Explanation
Net operating revenue 5) f)
Operating cost 5) e)

Gross profit
Operating expenses 4) e), 5) b),
5)c)
Operating income (loss)
Nonoperating income and gains
Interest income
Investment gain recognized under
equity method
Gain on disposal of property, plant
and equipment
Gain on sale of investments, net
Foreign exchange gain, net
Gain on valuation of financial
liabilities
Others
Total non-operating income
Nonoperating expenses and loss
Interest expenses
Loss on disposal of property, plant,
and equipment
Amortization of liability
component of preferred stocks -
noncurrent
Dividends paid on liability
component of preferred stocks -
noncurrent
Loss on valuation of financial
assets
Others
Others
Total non-operating expenses
Income before income tax
Provision for income tax
Total consolidated net income
Cumulative translation adjustments
Pension cost and actuarial losses of
defined benefit
Unrealized loss on financial
instruments

4)e)

Total comprehensive gain



4) Exemptions from IFRSs 1

IFRS 1, “First-time Adoption of International Firdal Reporting Standards,” established the
procedures for the preparation of the Company’st ficonsolidated financial statements in
accordance with IFRSs. According to IFRS 1, them@any is required to determine the
accounting policies under IFRSs and retrospectiaplyly those accounting policies in its opening
balance sheet at the date of transition to IFR8su@ry 1, 2012; the transition date); except for
optional exemptions to such retrospective appbeagrovided under IFRSs 1. The main optional
exemptions the Company adopted are summarizedlasg$o

a)

b)

d)

Business combinations

The Company elected not to apply IFRS 3, “Busin€ssnbinations,” retrospectively to
business combinations that occurred before the afateansition to IFRSs. Therefore, in the
opening balance sheet, the amount of goodwill ggadrfrom past business combinations,
related assets and liabilities adopted in busimessbinations, and noncontrolling interests
remain the same compared with those under R.O.(ARGAs of December 31, 2011. This
optional exemption is also applicable to the inwvesits in associates.

Fair value or revaluation amount as deemed cost

The Company revalued parts of its land in accordavith R.O.C. GAAP and used the revalued
amount as the deemed cost at the date of transitidfRS. The rest of the property, plant and
equipment will be accounted in accordance with IERSing the cost model and relevant
provisions will be applied retroactively.

The amount of unrealized revaluation incrementassified to retained earnings on December
31, 2012 and January 1, 2011 was $25,825 thousand.

Employee benefits

The Company reclassified all unrecognized accuradlatctuarial profit and loss concerning
employee benefits plan to retained earnings atl#ite of transition to IFRSs.

Cumulative translation differences

The Company elected to set to zero its cumulatigastation adjustments in stockholders’
equity by reclassifying the amount to retained e@$at the date of transition to IFRS.

The Company adopted optional exemptions in accoelawith IFRS and reclassified
cumulative translation adjustments of $133,069 shod to retained earnings.

Property, plant and equipment costs includedmetssioning liabilities

At the date of transition to IFRSs, the Companypaed IAS 37, "Provisions, contingent
liabilities and contingent assets" which requiredneasure decommissioning liabilities, and the
provision is included in liabilities and in the tad the relevant assets. Related accumulated
depreciation of the assets is adjusted at theafdtansition to IFRSs.

As of December 31, 2012 and January 1, 2012, tleaatof decommissioning liabilities of the
Company amounted to $51,300 thousand and $49,283sahd, respectively; recognized
decommissioned assets amounted to $33,699 thoasah#i34,855 thousand, respectively. In
addition, for the year ended December 31, 2012redégtion expense and interest expense
increased by $1,156 thousand and $2,067 thousaspkatively.
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f)

Share-based payment

The Company elected to take the optional exemptiom applying IFRS 2, “Share-based
Payment,” retrospectively for the shared-based payrtransactions granted and vested before
January 1, 2012.

5) Notes to the reconciliation of the significaiffetences:

The Company-specific areas of possible materidiedihces between the existing accounting
policies and the accounting policies to be adopteder IFRSs were as follows:

a)

b)

Under R.O.C. GAAP, valuation allowance is preddo the extent, if any, that it is more likely
than not that deferred income tax assets will motdalized. In accordance with IAS No. 12,
“Income Taxes,” deferred tax assets are only recegnto the extent that it is probable that
there will be sufficient taxable profits and thduadion allowance account is no longer used.

In addition, under R.O.C. GAAP, a deferred tax asseliability is classified as current or
noncurrent in accordance with the classificationt®frelated asset or liability. However, if a
deferred income tax asset or liability does noateelto an asset or liability in the financial
statements, it is classified as either currentarcarrent based on the expected length of time
before it is realized or settled. Under IFRSsefeded tax asset or liability is classified as
noncurrent asset or liability.

As of December 31, 2012 and January 1, 2012, treuats reclassified from deferred income
tax assets to noncurrent assets were $38,635 tbasal $28,712 thousand, deferred income
tax liabilities to noncurrent liabilities were $ousand and $12,000 thousand, respectively.

Short-term employee benefits under R.O.C. GAA® reot expressly stipulated and usually
recorded when paid. After the date of transit@nRRS, it is recognized as an expense when
employees provided services to increase their yagdtion.

As of December 31, 2012 and January 1, 2012, thap@any increased accounts payable by
$16,796 thousand and $23,107 thousand for shont-¢enployee benefits. In addition, for the
year ended December 31, 2012, the Company incréapegating expenses - general and
administrative” by $8,189 thousand.

According to SFAS No. 18, the unrecognized fiteorsobligation at the first adoption of SFAS
No. 18, “Accounting for Pension,” should be amatizover the expected remaining working
lives of employees. On the date of transition ER$s, the retained earnings should be
adjusted for unrecognized transition obligation.

Under R.O.C. GAAP, when using the corridor approaattuarial gains and losses should be
amortized over the expected average remaining wgrkves of the participating employees.
Under IAS No. 19, “Employee Benefits,” the Compaaigcts to recognize actuarial gains and
losses immediately in full in the period in whidiey occur, as other comprehensive income.
The subsequent reclassification to earnings ipeaonitted.

As of December 31, 2012 and January 1, 2012, tmep@oy performed the actuarial valuation
under IAS No. 19, “Employee Benefits,” and recoguizhe valuation difference directly to
retained earnings under the requirement of IFRS&ctrued pension cost was adjusted for an
increase of $44,042 thousand and $114,936 thousasypkctively. Deferred pension cost was
adjusted for a decrease of $376 thousand and #%tkfusand, respectively. Net loss not
recognized as pension costs was adjusted for arase of $59,870 thousand and $104,021
thousand, respectively. Pension cost and actuassés of defined benefit for the year ended
December 31, 2012 was also adjusted for a decodak®b,787 thousand and $6,823 thousand,
respectively.
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d)

f)

g)

h)

Under R.O.C. GAAP, provisions for estimated saleturns and others are recognized as a
reduction in revenue in the period, the relatedenere is recognized based on historical
experience. Allowance for sales returns and otienecorded as a deduction in accounts
receivable. Under IFRSs, the allowance for sagggrms and others is a present obligation
with uncertain timing and an amount that arisemfpast events and is therefore reclassified as
provisions (classified under current liabilities) accordance with IAS No. 37, “Provisions,
Contingent Liabilities and Contingent Assets.”

As of December 31, 2012 and January 1, 2012, theuats reclassified from allowance for
sales returns and others to provisions were $1}83%and and $30,090 thousand, respectively.

Under R.O.C. GAAP, when the nature of the lésssde and leaseback transaction is operating
lease, the profit from the sale and leasebackdsired to be recognized and deferred evenly
during the lease term. The present value of t@afal is compared to the fair value of sold
asset; excess of present value of rental is imrtedgiaecognized as loss and excess of fair
value is the deferred amount. Under IFRSs, if ¢shée price is fair value, the sale and
leaseback should be recognized immediately to thét or loss; sale price is higher than the
fair value should be deferred and expect to be timeorover lease term.

As of December 31, 2012 and January 1, 2012, timp@&ny adjusted to reduce unrealized gain
in the amount of $923,942 thousand and $1,108,i8dsand, respectively. In addition, for
the year ended December 31, 2012, the amortizaticreased the lease costs by $184,789
thousand.

Under R.O.C. GAAP, when the reward points areegated, the liabilities and marketing costs
should be estimated and recognized. Under IFR&$,gb the sales revenue is reward point
revenue; fair value of sales of goods and rewaidtps the basis in calculating the revenue;
when the convertible obligation actually materiedizor failed, the related award points should
be recognized as revenue.

As of December 31, 2012 and January 1, 2012, defeaward points revenues were $193,002
thousand and $197,870 thousand, respectively. ddiitian, for the year ended December 31,
2012, due to the realized convertible obligatioesenue was recognized for $4,868 thousand.

Under R.O.C. GAAP, the term “Cash and cash edents” used in the financial statements
includes cash on hand, demand deposits, check itlepore deposits that are cancellable but
without any loss of principal and negotiable ceréifes of deposit that are readily salable
without any loss of principal. However, under IFRS®ash equivalents are held for the
purpose of meeting short-term cash commitmentsratian for investment or other purposes.
An investment normally qualifies as a cash equivadmly when it has a short maturity of three
months or less from the date of acquisition. Saewificates of deposit the Company held
had maturity of more than three months from thee daft investment; therefore, they were
reclassified from cash and cash equivalents ta dithencial assets.

As of December 31, 2012 and January 1, 2012, theuats reclassified from cash and cash
equivalents to other financial assets were $0 tnodignd $2,000 thousand, respectively.

By the Guidelines Governing the Preparationioffcial Reports by Securities Issuers for land
revaluation increment tax payable should be cliaskifis long-term liabilities. According to
IFRS, if an entity elected to use the revaluatiomoant of land as the deemed cost under its
first-time adoption of IFRS, the related reserve lEnd revaluation increment tax must be
reclassified into deferred income tax liabilitidaArd value increment tax.
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C.

As of December 31, 2012 and January 1, 2012, theuammof reserve for land revaluation
increment tax reclassified to deferred income takilities - noncurrent was $0 thousand and
$41,791 thousand, respectively.

i) Under R.O.C. GAAP, the acquisition cost of inweent is allocated to the assets acquired and
liabilities assumed on the basis of their fair ealat the date of acquisition, the acquisition cost
in excess of the fair value of the identifiable aesets acquired is recognized as other tangible
assets and goodwill. Under IFRSs, changes in tbeng@any’'s ownership interests in
subsidiaries that do not result in the Companynipsiontrol over the subsidiaries are accounted
for as equity transactions, and the adjustmentelsited to capital surplus, but if the capital
surplus recognized from long-term investments ssifficient, the shortage is debited to retained
earnings. As of December 31, 2012, retained egsniwere adjusted for a decrease of
$768,292 thousand, other tangible assets weretadjfsr a decrease of $68,737 thousand and
goodwill was adjusted for a decrease of $699,566gand.

6) Special reserve recognized at the date of tiansi

According to Rule No. 1010012865 issued by the mer@d Supervisory Commission (FSC) on
April 6, 2012, in the first-time adoption of IFRSke Company is required to record special reserve
equal to the total amount of unrealized revaluationrements and cumulative translation
differences under stockholders’ equity reclassifedetained earnings in accordance with IFRS 1,
however, if the amount of the credit adjustmentset@ined earnings at the date of transition to
IFRSs is smaller than the total amount of unredlizevaluation increments and cumulative
translation differences, only the amount of thalitradjustments to retained earnings is reclaskifie
to special reserve. The special reserve is restepseportionately when using, disposing and
reclassifying the related assets. As of JanuaB012, the amount appropriated to special reserve
from cumulative translation differences transfertedretained earnings at the date of first-time
adoption of IFRSs was $158,894 thousand. For #a& gnded December 31, 2012, the special
reserve reversed on the disposal of the asset$14@5098 thousand.

The Company’s aforementioned assessment is lmasélde 2010 version of IFRSs translated by the
ARDF and on the Guidelines Governing the Prepamatib Financial Reports by Securities Issuers
issued by the FSC on December 22, 2011. Howelkierassessment result may be impacted as the
FSC may issue new rules governing the adoptiorrBSk, and as other laws and regulations may be
amended to comply with IFRSs. Actual results mdfgdfrom these assessments.
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