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INDEPENDENT AUDITORS’ REPORT

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

We have audited the accompanying consolidated balaheets of Test-Rite International Co., Ltd. &sd
subsidiaries (the “Company”) as of December 31,528f4d 2014, and the related consolidated statenoénts
comprehensive income, changes in equity and casls flor the years ended December 31, 2015 and @014
expressed in thousands of New Taiwan dollars). s@lm@nsolidated financial statements are the rasiubty

of the Company’s management. Our responsibilitfoi€xpress an opinion on these consolidated finhnc
statements based on our audits.

We conducted our audits in accordance with the fK@leverning the Audit of Financial Statements bytiGed
Public Accountants and auditing standards genemiliepted in the Republic of China. Those ruled an
standards require that we plan and perform thetawodiobtain 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 usdds@nificant estimates made by management, asasel
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
consolidated financial position of the Company &December 31, 2015 and 2014, and their consolidate
financial performance and their consolidated cémivs for the years ended December 31, 2015 and, 2014
conformity with the Regulations Governing the Pregian of Financial Reports by Securities Issuerd a
International Financial Reporting Standards (IFR8)ternational Accounting Standards (IAS), IFRIC
Interpretations (IFRIC), and SIC InterpretationsQ)Sendorsed by the Financial Supervisory Commissib
the Republic of China.

We have also audited the parent company only fiahetatements of Test-Rite International Co., lasl.of and
for the years ended December 31, 2015 and 201sathwe have issued an unqualified report.

March 25, 2016
Notice to Readers

The accompanying consolidated financial statemantsintended only to present the consolidated firan
position, financial performance and cash flows ioc@rdance with accounting principles and practices
generally accepted in the Republic of China and thamtse of any other jurisdictions. The standards,
procedures and practices to audit such consoliddiedncial statements are those generally appliedhe
Republic of China.

For the convenience of readers, the independentasdreport and the accompanying consolidatedafioial
statements have been translated into English frbendriginal Chinese version prepared and used & th
Republic of China. If there is any conflict betweélee English version and the original Chinese mgr®r any
difference in the interpretation of the two versipthe Chinese-language independent auditors’ tepad
consolidated financial statements shall prevail.lsoj as stated in Note 4 to the consolidated fir@nc
statements, the additional footnote disclosures &na not required under accounting principles girdctices
generally applied in the Republic of China were tnabslated into English.
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TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6)
Financial assets at fair value through profit @sle current (Notes 4 and 7)
Debt investments with no active market - currenit@¥ 4 and 9)
Notes receivable (Notes 4 and 10)
Trade receivables (Notes 4 and 10)
Other receivables
Inventories (Notes 4 and 11)
Prepayments
Other current financial assets
Other current assets

Total current assets

NON-CURRENT ASSETS
Financial assets measured at cost - non-curreriegNband 8)
Debt investments with no active market - non-cur(dlotes 4 and 9)
Property, plant and equipment (Notes 4 and 13)
Goodwill (Notes 4 and 14)
Other intangible assets (Notes 4 and 15)
Deferred tax assets (Note 4)
Refundable deposits
Prepayments for investment
Other non-current assets

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term borrowings (Note 16)
Short-term bills payable (Note 16)
Notes payable
Trade payables
Other payables (Notes 4 and 18)
Current tax liabilities (Note 4)
Advance receipts
Current portion of long-term borrowings (Note 16)
Other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES
Long-term borrowings (Note 16)
Net defined benefit liabilities - non-current (Nst# and 19)
Guarantee deposits received
Deferred credit (Note 13)
Other non-current liabilities

Total non-current liabilities
Total liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF TEST-RITE

Share capital

Common stock (Notes 4 and 20)
Capital surplus (Notes 4 and 20)
Retain earnings (Notes 4 and 20)

Legal reserve

Special reserve

Unappropriated earnings

Total retain earnings

Other equity (Notes 4 and 20)
Treasury shares (Notes 4 and 21)

Total equity attributable to owners of TEST-RITE
NON-CONTROLLING INTERESTS (Note 4)
Total equity

TOTAL

The accompanying notes are an integral part ofdnsolidated financial statements.

201¢ 201¢

Amount % Amount %
$ 1,903,406 8 $ 2,316,128 9
938,954 4 1,053,554 4
297,342 1 158,668 1
61,493 - 78,835 -
2,411,447 10 3,031,812 12
257,556 1 411,106 2
6,718,609 27 5,696,015 23
380,974 1 385,433 2
29,665 - 1,707 -
23,921 - 60,925 -
13,023,367 52 13,194,183 53
94,011 - 71,085 -
50,000 - 50,000 -
6,411,230 26 6,048,084 24
2,342,753 9 2,231,278 9
270,535 1 241,740 1
1,248,753 5 1,182,045 5
969,191 4 974,859 4
- - 44,404 -
785,406 3 883,268 4
12,171,879 48 11,726,763 47
$ 25,195,246 100 $ 24,920,946 100
$ 2,283,32 $ 2,749,78 11
48,96¢ 79,95 -
2,697 - 35,21¢ -
5,821,74 23 5,860,68 23
1,475,36! 6 1,382,291 6
162,72( 1 87,247 -
503,41: 2 464,74t 2
1,603,64 6 500,00( 2
190,89! 1 207,74t 1
12,093,77 48 11,367,67 45
5,106,96! 20 5,662,50: 23
188,71. 1 125,07: 1
250,63 1 225,46 1
50,00( - 100,00( -
75,73¢ 1 79,25¢ -
5,672,05 23 6,192,29 25
17,765,82 71 17,559,97 70
5,098,87! 20 5,139,55! 21
673,45¢ 2 678,82¢ 3
995,49: 4 929,95! 4
148,09¢ 1 148,09t -
538,87 2 655,37¢ 3
1,682,46! 7 1,733,42 7
(28,857 - 29,81: -
- - (248.17)) (1)
7,425,941 29 7,333,45: 30
3,48 - 27,52; -
7,429,42. 29 7,360,97! 30
$ 25,195,24 10C $ 24,920,94 10C



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

OPERATING REVENUE (Note 4)
OPERATING COSTS (Note 11)
GROSS PROFIT

OPERATING EXPENSES
PROFIT FROM OPERATIONS

NON-OPERATING INCOME AND EXPENSES

Interest income

Other income

Gain on sale of investments, net

Foreign exchange gain

Net gain on fair value change of financial assats a
liabilities designated as at fair value throughfipro
or loss

Interest expense

Other expense

Loss on disposal of property, plant and equipment

Foreign exchange loss

Net loss on fair value change of financial assets a
liabilities designated as at fair value throughfipro
or loss

Impairment loss

Total non-operating income and expenses
PROFIT BEFORE INCOME TAX
INCOME TAX EXPENSE (Notes 4 and 22)

NET PROFIT FOR THE YEAR

2015 2014
Amount % Amount %
$ 35,981,451 100 $ 35,946,241 100
24,678,579 69 25,114,215 70
11,302,872 31 10,832,026 30
10,492,405 29 9,850,124 27
810,467 2 981,902 3
25,505 - 17,992 -
189,181 1 172,754 -
37,662 - 14,472 -
156,526 - - -
- - 317,254 1
(216,533) Q) (188,093) Q)
(121,117) - (179,914) -
(4,795) - (5,038) -
- - (248,185) Q)
(2,092) - - -
(9,699) - - -
54,638 - (98,758) (1)
865,105 2 883,144 2
(194,620) - (167,977) -
670,485 2 715,167 2
(Continued)



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2015 2014
Amount % Amount %
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurement of defined benefit plans $ (70,940) - $ 6,287 -
Items that may be reclassified subsequently tatprof
or loss:
Exchange differences on translating foreign
operations (60,353) - 31,036 -
Other comprehensive income (loss) for the year (131,293) - 37,323 -
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 539,192 2 3 752,490 2
NET PROFIT (LOSS) ATTRIBUTABLE TO:
Owner of the Company $ 670,509 2 $ 705731 2
Non-controlling interests (24) 9,436
$ 670,485 2 3 715,167 2
TOTAL COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO:
Owner of the Company $ 540,899 2 $ 744,221 2
Non-controlling interests (1,707) 8,269
$ 539,192 2 3 752,490 2
EARNINGS PER SHARE (Notes 4 and 23)
Basic $ 132 $ 142
Diluted $ 1.32 $ 1.42
The accompanying notes are an integral part ofdinsolidated financial statements. (Concluded)



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

BALANCE AT JANUARY 1, 201«
Appropriation of 2013 earnings (Note 20)
Legal reserve
Cash dividend
Net profit for the year ended December 31, 2014

Other comprehensive income (loss) for the year @nde
December 31, 2014

Total comprehensive income for the year ended Dbeef3i,
2014

Treasury shares transferred to employees (No
Retirement of treasury shares (Notes 20 and 21)
Equity transctions with norcontrolling interests (Note 2
BALANCE AT DECEMBER 31, 201
Appropriation of 2014 earnings (Note 20)

Legal reserve

Cash dividenc
Net profit (loss) for the year ended December 3132

Other comprehensive loss for the year ended Dece8ih@015

Total comprehensive income (loss) for the year dnde
December 31, 20:

Treasury shares transferred to employees (Note 21)
Retirement of treasury shares (Notes 20 an
Equity transactions with n-controlling interests (Note 2

BALANCE AT DECEMBER 31, 2015

Equity Attributable to Owners of Test-Rite

Other Equity

Exchange Unrealized
Share Capital Differences on  Gain (Loss) on
Share Retained Earnings Translating Available-for-
(In Thousands Unappropriated Foreign sale Financial Treasury Non-controlling
of Shares) Amount Capital Surplus  Legal Reserve Special Reserve Earnings Operations Assets Shares Total Interests Total Equity
521,95t $ 5,219,55! $ 694,47 $ 874,16¢ $ 148,09¢ $ 557,88 $  (241Y $ 2t $ (729,12 $ 6,762,661 $ 30,49 $ 6,793,161
- - - 55,789 - (55,789) - - - - ; R
- - - - - (502,08¢) - - - (502,089 - (502,08¢)
- - - - - 705,731 - - - 705,731 9,436 715,167
- - - - - 6,287 32,203 - - 38,490 (1,167) 37,323
- - - - - 712,018 32,203 - - 744,221 8,269 752,490
- - 17,34« - - - - - 313,66! 331,00¢ - 331,00¢
(8,000) (80,000) (32,991) - - (54,297) - - 167,288 - - -
- - - - - (2,35%) - - - (2.35%) (11,24) (13,59¢)
513,95t 5,139,55! 678,82 929,95! 148,09¢ 655,37t 29,78¢ 25 (248,17) 7,333,45. 27,52 7,360,97!
- - - 65,538 - (65,538) - - - - _ R
- - - - - (577,40) - - - (577,40)) - (577,40)
- - - - - 670,509 - - - 670,509 (24) 670,485
- - - - - (70,940) (58,670) - - (129,610) (1,683) (131,293)
- - - - - 599,56¢ (58.,67() - - 540,89¢ (1,709 539,19:
- - - - - (481) - - 163,105 162,624 - 162,624
(4,06¢) (40,68() (5,379 - - (39,019 - - 85,06¢ - - -
- - - - - (33,639 - - - (33,639 (22,33)) (55.96¢)
509,888 $ 5,098,875 $ 673,456 $ 995491 $ 148,098 $ 538877 $  (28.882) $ 25 $ - $ 7,425,940 $ 3,482 $ 7,429,422

The accompanying notes are an integral part of¢hsolidated financial statements.




TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax
Adjustments for:
Depreciation expenses
Amortization expenses
Impairment loss recognized (reversal of impairntess) on trade
receivables
Net loss (gain) on fair value change of financedets and liabilities
designated as at fair value through profit or loss
Interest expense
Interest income
Compensation cost of employee share options
Loss on disposal and impairment of property, pdamt equipment
Gain on disposal of investments
Impairment loss recognized on financial assets
Amortization of unrealized gain on sale-leaseback
Changes in operating assets and liabilities
Financial assets held for trading
Notes receivable
Trade receivables
Other receivables
Inventories
Prepayments
Other current assets
Other financial assets
Other operating assets
Notes payable
Trade payables
Other payables
Advance receipts
Other current liabilities
Other operating liabilities
Cash generated from operations
Interest received
Interest paid
Income tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of financial assets at fair value thrqurgfit or loss
Purchase of debt investments with no active market
Proceeds on sale of debt investments with no antaket
Purchase of financial assets measured at cost
Proceeds on sale of financial assets measuredtat co

2015

$ 865,105

668,155
155,210

267

2,092
216,533
(25,505)

5,226

4,795
(37,662)

9,699
(50,000)

224,548
17,342
721,551
159,272
(250,430)
8,035
82,231
(471)
92,556
(32,519)
(697,650)
(155,207)
38,088
(81,271)
(36,245)
1,903,745
26,513
(215,309)

(169,967)

1,544,982

(156,132)
17,458
(32,500)

2014

$ 883,144

644,286
165,887

(808)

(317,254)
188,093
(17,992)

8,250
5,038
(2,115)

(50,000)

81,141
(73,659)
(276,740)
44,715
(541,749)
178,200
23,704
(1,445)
(231,855)
(66,187)
495,112
(462,306)
(138,635)
(23,095)
11,639
525,369
17,790
(177,343)
(190,271)

175,545

(465,474)
(6,438)
13,893

2,853
(Continued)



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

Increase in prepayments of investment

Decrease in prepayments of investment

Net cash outflow on acquisition of subsidiaries
Payments for property, plant and equipment
Proceeds from disposal of property, plant and egaig
Decrease (increase) in refundable deposits
Payments for intangible assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from short-term borrowings
Repayments of short-term borrowings
(Repayments of) proceeds from short-term bills pleya
Proceeds from long-term borrowings
Repayments of long-term borrowings
Increase in guarantee deposits received
Dividends paid
Proceeds from treasury stock transferred to empkoye
Payments for equity transactions with non-contngllinterests

Net cash (used in) generated from financing acwit

EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE
OF CASH HELD IN FOREIGN CURRENCIES

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

2015

$ -
44,404

(144,602)

(1,010,298)
3,065
5,668

(36,295)
(1,309,232)

(600,059)
(29,991)
9,932,056
(9,383,950)
25,173
(577,401)
157,398

(55,968)
(532,742)

(115,730)
(412,722)

2,316,128

$ 1,903,406

The accompanying notes are an integral part ofdinsolidated financial statements.

2014
$  (44,404)
(731,541)
7,187

(41,211)
(40,477)

(1,305,612)

493,119

69,960
3,510,564
(2,875,675)

27,465
(502,088)
322,759
(13,596)

1,032,508

(4,752)
(102,311)

2,418,439

$ 2,316,128

(Concluded)



TEST-RITE INTERNATIONAL CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(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 ekpbihand 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 aggram February 1993 Test-Rite’'s application for
stock listing in the Taiwan Stock Exchange.

The consolidated financial statements are presentédst-Rite’s functional currency, New Taiwan ldos.

As of December 31, 2015 and 2014, Test-Rite andidisbies (collectively, the “Company”) had 6,004
and 6,226 employees, respectively.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approyetkest-Rite’s board of directors on March 25,201

3. APPLICATION OF NEW AND REVISED STANDARDS, AMEND MENTS AND
INTERPRETATIONS

a. Initial application of the amendments to the itations Governing the Preparation of Financial &rep
by Securities Issuers and the 2013 version of nkernational Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), Interptieins of IFRS (IFRIC), and Interpretations of IAS
(SIC) endorsed by the Financial Supervisory Comimis@-SC)

Rule No. 1030029342 and Rule No. 1030010325 isbyetle FSC on April 3, 2014, stipulated that the
Company should apply the 2013 version of IFRS, IKKRIC and SIC (collectively, “IFRSs”) endorsed
by the FSC and the related amendments to the RamdaGoverning the Preparation of Financial
Reports by Securities Issuers starting Januar@15.2



Except for the following, the initial applicatiorf the amendments to the Regulations Governing the
Preparation of Financial Reports by Securitiesdsswand the 2013 IFRSs version did not have any
material impact on the Group’s accounting policies:

1)

2)

3)

4)

5)

IFRS 10 “Consolidated Financial Statements”

IFRS 10 replaces IAS 27 “Consolidated and Sepafatmncial Statements” and SIC 12

“Consolidation - Special Purpose Entities”. Thenany considers whether it has control over
other entities for consolidation. The Company t@strol over an investee if and only if it has (i)

power over the investee; (ii) exposure, or righdsyariable returns from its involvement with the

investee and (iii) the ability to use its power 0#ee investee to affect the amount of its returns.
Additional guidance has been included in IFRS 1@xplain when an investor has control over an
investee.

IFRS 12 “Disclosure of Interests in Other Epsti

IFRS 12 is a new disclosure standard and is apfgdida entities that have interests in subsidiaries
joint arrangements, associates and unconsolidatedtiged entities. In general, the disclosure
requirements in IFRS 12 are more extensive thamast standards. Please refer to Note 12 for
related disclosures.

IFRS 13 “Fair Value Measurement”

IFRS 13 establishes a single source of guidancefiovalue measurements. It defines fair value,
establishes a framework for measuring fair valued aequires disclosures about fair value
measurements. The disclosure requirements in [EBR&e more extensive than in past standards;
for example, quantitative and qualitative disclesubased on the three-level fair value hierarchy
previously required only for financial instrumertiee extended by IFRS 13 to cover all assets and
liabilities within its scope.

The fair value measurements under IFRS 13 areeappliospectively from January 1, 2015.
Amendments to IAS 1 “Presentation of Items di€@tComprehensive Income”

The amendments to IAS 1 require items of other celmgnsive income to be grouped into those
items that (1) will not be reclassified subsequeidl profit or loss; and (2) may be reclassified
subsequently to profit or loss. Income taxes dated items of other comprehensive income are
grouped on the same basis. Under previous IABetetwere no such requirements.

The Company retrospectively applied the above aments starting in 2015. Items that are not
expected to be reclassified to profit or loss ammeasurements of the defined benefit plans. Items
that are expected to be reclassified to profitasslare the exchange differences on translating
foreign operations and unrealized gains (loss) enailable-for-sale financial assets. The
application of the above amendments did not hayeirapact on the net profit for the year, other
comprehensive income for the year (net of incomx, @and total comprehensive income for the
year.

Amendments to IFRS 7 “Disclosure - Offsettingadncial Assets and Financial Liabilities”
The amendments to IFRS 7 require disclosure ofrimédion about rights of offset and related

arrangements (such as collateral posting requirtsnéor financial instruments under enforceable
master netting arrangements and similar arrangement



6) Amendments to IAS 32 “Offsetting Financial Assehd Financial Liabilities”

The amendments to IAS 32 clarify the requirementating to the offset of financial assets and
financial liabilities. Specifically, the amendmsrdlarify the meaning of “currently has a legally
enforceable right of set-off” and “simultaneouslizzdion and settlement”.

7) Annual Improvements to IFRSs: 2009-2011 Cycle

Several standards, including IFRS 1 “First-time ption of International Financial Reporting
Standards”, IAS 1 “Presentation of Financial Statets’, IAS 16 “Property, Plant and Equipment”,
IAS 32 “Financial Instruments: Presentation” aW®b134 “Interim Financial Reporting”, were
amended in this annual improvement.

The amendments to IAS 1 clarify that an entityeguired to present a balance sheet as at the
beginning of the preceding period when a) it ajgo#ie accounting policy retrospectively, or makes
a retrospective restatement or reclassifies itemtsifinancial statements, and b) the retrospectiv
application, restatement or reclassification hamagerial effect on the information in the balance
sheet at the beginning of the preceding period.e athendments also clarify that related notes are
not required to accompany the balance sheet dtei@ning of the preceding period.

The amendments to IAS 16 clarify that spare pattnd-by equipment and servicing equipment
should be recognized in accordance with IAS 16 wihey meet the definition of property, plant
and equipment and otherwise as inventory.

The amendments to IAS 32 clarify that income tdatireg to distributions to holders of an equity
instrument and to transaction costs of an equétgdaction should be accounted for in accordance
with IAS 12 “Income Taxes”.

The amendments to IAS 34 clarify that a measutetaf liabilities for a reportable segment would
be disclosed in interim financial reporting whertlsamounts are regularly provided to the chief
operating decision maker of the Company and thasebieen a material change from the amounts
disclosed in the last annual financial statememtshfat reportable segment.

b. New IFRSs in issue but not yet endorsed by @€ F

On March 10, 2016, the FSC announced the scopER$3 to be endorsed and will take effect from
January 1, 2017. The scope includes all IFRSsvika¢ issued by the IASB before January 1, 2016
and have effective dates on or before January 17,20hich means the scope excludes those that are
not yet effective as of January 1, 2017 such asSIBRFinancial Instruments” and IFRS 15 “Revenue
from Contracts with Customers” and those with uedained effective date. In addition, the FSC
announced that the Company should apply IFRS 1firgalanuary 1, 2018. As of the date the
consolidated financial statements were authorinedssue, the FSC has not announced the effective
dates of other new, amended and revised standaddsterpretations.

The Company has not applied the following New IFi&Ssed by the IASB but not yet endorsed by the
FSC.

Effective Date

New IFRSs Announced by IASB (Note 1)
Annual Improvements to IFRSs 2010-2012 Cycle July 1, 2014 (Note 2)
Annual Improvements to IFRSs 2011-2013 Cycle July 1, 2014
Annual Improvements to IFRSs 2012-2014 Cycle January 1, 2016 (Note 3)
IFRS 9 “Financial Instruments” January 1, 2018
(Continued)
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New IFRSs

Effective Date
Announced by IASB (Note 1)

Amendments to IFRS 9 and IFRS 7 “Mandatory Effexdate of
IFRS 9 and Transition Disclosures”

Amendments to IFRS 10 and IAS 28 “Sale or Contrdsubf Assets
between an Investor and its Associate or Joint Wefit

Amendments to IFRS 10, IFRS 12 and IAS 28 “Invesinimtities:
Applying the Consolidation Exception”

Amendment to IFRS 11 “Accounting for Acquisitionfsliaterests in
Joint Operations”

IFRS 14 “Regulatory Deferral Accounts”

IFRS 15 “Revenue from Contracts with Customers”

IFRS 16 “Leases”

Amendment to IAS 1 “Disclosure Initiative”

Amendment to IAS 7 “Disclosure Initiative”

Amendments to IAS 12 “Recognition of Deferred TassAts for
Unrealized Losses”

Amendments to IAS 16 and IAS 38 “Clarification of@eptable
Methods of Depreciation and Amortization”

Amendments to IAS 16 and IAS 41 “Agriculture: BeaPlants”

Amendment to IAS 19 “Defined Benefit Plans: Empgey
Contributions”

Amendment to IAS 36 “Impairment of Assets: Recabée Amount
Disclosures for Non-financial Assets”

Amendment to IAS 39 “Novation of Derivatives andnfiouation of
Hedge Accounting”

IFRIC 21 “Levies”

January 1, 2018
To be determined by IASB
January 1, 2016
January 1, 2016
January 1, 2016
January 1, 2018
January 1, 2019
January 1, 2016
January 1, 2017
January 1, 2017
January 1, 2016

January 1, 2016
July 1, 2014

January 1, 2014
January 1, 2014

January 1, 2014
(Concluded)

Note 1. Unless stated otherwise, the above New $F&€ effective for annual periods beginning on

or after their respective effective dates.

Note 2: The amendment to IFRS 2 applies to shaseebpayment transactions with grant date on or
after July 1, 2014; the amendment to IFRS 3 applidmisiness combinations with acquisition
date on or after July 1, 2014; the amendment toSIFR is effective immediately; the
remaining amendments are effective for annual gereginning on or after July 1, 2014.

Note 3: The amendment to IFRS 5 is applied prospgtto changes in a method of disposal that
occur in annual periods beginning on or after Jania2016; the remaining amendments are
effective for annual periods beginning on or afi@nuary 1, 2016.

-11 -



The initial application of the above New IFRSs, waeer applied, would not have any material impact
on the Company’s accounting policies, except ferfailowing:

1) IFRS 9 “Financial Instruments”

Recognition and measurement of financial assets

With regards to financial assets, all recognizedricial assets that are within the scope of IAS 39
“Financial Instruments: Recognition and Measurethare subsequently measured at amortized
cost or fair value. Under IFRS 9, the requirenfenthe classification of financial assets is ddate
below.

For the Company’s debt instruments that have cottaa cash flows that are solely payments of
principal and interest on the principal amount tutding, their classification and measurement are
as follows:

a) For debt instruments, if they are held withibusiness model whose objective is to collect the
contractual cash flows, the financial assets arasomed at amortized cost and are assessed for
impairment continuously with impairment loss reciagd in profit or loss, if any. Interest
revenue is recognized in profit or loss by usirg éffective interest method;

b) For debt instruments, if they are held withibusiness model whose objective is achieved by
both the collecting of contractual cash flows ahd selling of financial assets, the financial
assets are measured at fair value through othepredransive income (FVTOCI) and are
assessed for impairment. Interest revenue is reped in profit or loss by using the effective
interest method, and other gain or loss shall lbegeized in other comprehensive income,
except for impairment gains or losses and foreighange gains and losses. When the debt
instruments are derecognized or reclassified, timutative gain or loss previously recognized
in other comprehensive income is reclassified femuity to profit or loss.

Except for above, all other financial assets areasueed at fair value through profit or loss.
However, the Company may make an irrevocable eledt present subsequent changes in the fair
value of an equity investment (that is not held tfrading) in other comprehensive income, with
only dividend income generally recognized in profit loss. No subsequent impairment
assessment is required, and the cumulative gainloss previously recognized in other
comprehensive income cannot be reclassified fromityetp profit or loss.

The impairment of financial assets

IFRS 9 requires that impairment loss on financéaleds is recognized by using the “Expected Credit
Losses Model”. The credit loss allowance is regfiifor financial assets measured at amortized
cost, financial assets mandatorily measured at FMJ @ase receivables, contract assets arising
from IFRS 15 “Revenue from Contracts with Custorhecertain written loan commitments and
financial guarantee contracts. A loss allowancdhe 12-month expected credit losses is required
for a financial asset if its credit risk has natreased significantly since initial recognition. 1@ss
allowance for full lifetime expected credit lossesequired for a financial asset if its credikrizas
increased significantly since initial recognitiondais not low. However, a loss allowance for full
lifetime expected credit losses is required fodéraieceivables that do not constitute a financing
transaction.

For purchased or originated credit-impaired finahassets, the Company takes into account the
expected credit losses on initial recognition itcekating the credit-adjusted effective interegera
Subsequently, any changes in expected losses amgnieed as a loss allowance with a
corresponding gain or loss recognized in profioss.

-12 -



2)

3)

4)

5)

Amendment to IAS 36 “Recoverable Amount Disctesuor Non-financial Assets”

In issuing IFRS 13 “Fair Value Measurement”, théSB\made consequential amendment to the
disclosure requirements in IAS 36 “Impairment o5A”, introducing a requirement to disclose in
every reporting period the recoverable amount ofaaset or each cash-generating unit. The
amendment clarifies that such disclosure of readbler amounts is required only when an
impairment loss has been recognized or reversadgdtire period. Furthermore, the Company is
required to disclose the discount rate used in orea®nts of the recoverable amount based on fair
value less costs of disposal measured using anirealele technique.

Annual Improvements to IFRSs: 2010-2012 Cycle

Several standards including IFRS 2 “Share-basedhBat/, IFRS 3 “Business Combinations” and
IFRS 8 “Operating Segments” were amended in thianmprovement.

IFRS 3 was amended to clarify that contingent aersition should be measured at fair value,
irrespective of whether the contingent considerat®a financial instrument within the scope of
IFRS 9 or IAS 39. Changes in fair value shoulddm®gnized in profit or loss.

The amended IFRS 8 requires an entity to disclosgudgments made by management in applying
the aggregation criteria to operating segmentdudntg a description of the operating segments
aggregated and the economic indicators assesseaeteénmining whether the operating segments
have “similar economic characteristics”. The amnmeedt also clarifies that a reconciliation of the
total of the reportable segments’ assets to thdyentassets should only be provided if the
segments’ assets are regularly provided to thd operating decision-maker.

IFRS 13 was amended to clarify that the issuandeRS 13 did not remove the ability to measure
short-term receivables and payables with no staitedest rate at their invoice amounts without
discounting, if the effect of not discounting isnraterial.

IAS 24 was amended to clarify that a managemerityepmtoviding key management personnel
services to the Company is a related party of tlengany. Consequently, the Company is
required to disclose as related party transacttbesamounts incurred for the service paid or
payable to the management entity for the provistbnkey management personnel services.
However, disclosure of the components of such cosguon is not required.

Annual Improvements to IFRSs: 2011-2013 Cycle

Several standards, including IFRS 3, IFRS 13 arsl 48 “Investment Property”, were amended in
this annual improvement.

IFRS 3 was amended to clarify that IFRS 3 doesappty to the accounting for the formation of alll
types of joint arrangements in the financial stagets of the joint arrangement itself.

The scope in IFRS 13 of the portfolio exceptionrfwgasuring the fair value of a group of financial
assets and financial liabilities on a net basis amaended to clarify that it includes all contrabizt
are within the scope of, and accounted for in ataoce with, IAS 39 or IFRS 9, even if those
contracts do not meet the definitions of finanesdets or financial liabilities within 1AS 32.

Amendments to IAS 16 and IAS 38 “Clarificatioh Acceptable Methods of Depreciation and
Amortization”

The entity should use appropriate depreciation amdrtization method to reflect the pattern in

which the future economic benefits of the propepignt and equipment and intangible asset are
expected to be consumed by the entity.
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6)

7

8)

The amended IAS 16 “Property, Plant and Equipmesxuires that a depreciation method that is
based on revenue that is generated by an acthatyiicludes the use of an asset is not appropriate
The amended standard does not provide any excedpbionthis requirement.

The amended IAS 38 “Intangible Assets” requireg thare is a rebuttable presumption that an
amortization method that is based on revenue shgemerated by an activity that includes the use of
an intangible asset is not appropriate. This prggion can be overcome only in the following
limited circumstances:

a) In which the intangible asset is expressed amasure of revenue (for example, the contract
that specifies the entity’s use of the intangildeed will expire upon achievement of a revenue
threshold); or

b) When it can be demonstrated that revenue andahgumption of the economic benefits of the
intangible asset are highly correlated.

An entity should apply the aforementioned amendmprspectively for annual periods beginning
on or after the effective date.

IFRS 15 “Revenue from Contracts with Customers”

IFRS 15 establishes principles for recognizing nexethat apply to all contracts with customers,
and will supersedes IAS 18 “Revenue”, IAS 11 “Comdfion Contracts” and a number of
revenue-related interpretations from January 17201

When applying IFRS 15, an entity shall recognizeeneie by applying the following steps:

Identify the contract with the customer;

Identify the performance obligations in the coatra

Determine the transaction price;

Allocate the transaction price to the performaolskgations in the contracts; and
Recognize revenue when the entity satisfies apugnce obligation.

When IFRS 15 is effective, an entity may electpplg this Standard either retrospectively to each
prior reporting period presented or retrospectiweith the cumulative effect of initially applying
this Standard recognized at the date of initialiappon.

Annual Improvements to IFRSs: 2012-2014 Cycle

Several standards, including IFRS 5 “Non-curresetsheld for sale and discontinued operations”,
IFRS 7, IAS 19 and IAS 34, were amended in thisuahimprovement.

IFRS 16 “Leases”

IFRS 16 sets out the accounting standards for detise will supersede IAS 17 and a number of
related interpretations.

Under IFRS 16, if the Company is a lessee, it glealbgnize right-of-use assets and lease lialslitie
for all leases on the consolidated balance sheeepefor low-value and short-term leases. The
Company may elect to apply the accounting methodlasi to the accounting for operating lease
under IAS 17 to the low-value and short-term lease®n the consolidated statements of
comprehensive income, the Company should presentdépreciation expense charged on the
right-of-use asset separately from interest expemsmued on the lease liability; interest is
computed by using effective interest method. Gndbnsolidated statements of cash flows, cash
payments for the principal portion of the leasdility are classified within financing activities;
cash payments for interest portion are classifigdimvoperating activities.
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The application of IFRS 16 is not expected to havmaterial impact on the accounting of the
Company as lessor.

When IFRS 16 becomes effective, the Company maygt die apply this Standard either
retrospectively to each prior reporting period praed or retrospectively with the cumulative effect
of the initial application of this Standard recazgd at the date of initial application.

9) Amendments to IAS 12 “Recognition of Deferreck Pessets for Unrealized Losses”

The amendment clarifies that the difference betwibencarrying amount of the debt instrument
measured at fair value and its tax base givestoisetemporary difference, even though there are
unrealized losses on that asset, irrespective ettveln the Company expects to recover the carrying
amount of the debt instrument by sale or by holdirmgnd collecting contractual cash flows.

In addition, in determining whether to recognizdederred tax asset, the Company should assess a
deductible temporary difference in combination wétth other deductible temporary differences,
except when the tax law restricts the utilizatidnadoss as deduction only of a specific type of
income, in which case, a deductible temporary difiee is assessed in combination only with other
deductible temporary differences of the approprigfee. The amendment also stipulates that,
when determining whether to recognize a deferredisset, the estimate of probable future taxable
profit may include some of the Company’s assetmaite than their carrying amount if there is
sufficient evidence that it is probable that thev(any will realize the higher amount, and that the
estimate of future taxable profit should excludg theductions resulting from the reversal of
deductible temporary differences.

Except for the above impact, as of the date thesa@atated financial statements were authorized for
issue, the Company is continuously assessing tbglge impact that the application of other stadslar

and interpretations will have on the Company’s fiitial position and financial performance, and will
disclose the relevant impact when the assessmeatripleted.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance

The consolidated financial statements have begpaped in accordance with the Regulations Governing
the Preparation of Financial Reports by Securlsgers and IFRSs as endorsed by the FSC.

Basis of Preparation

The consolidated financial statements have begpaped on the historical cost basis except for firan
instruments which are measured at fair value.

The fair value measurements are grouped into Lelvéts 3 based on the degree to which the fair value
measurement inputs are observable and the sigmificaf the inputs to the fair value measuremeiritsin
entirety, which are described as follows:

a. Level 1 inputs are quoted prices (unadjustedktive markets for identical assets or liabilities

b. Level 2 inputs are inputs other than quotedegrincluded within Level 1 that are observabletfar
asset or liability, either directly (i.e. as priyes indirectly (i.e. derived from prices); and

c. Level 3 inputs are unobservable inputs for gsetor liability.
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Classification of Current and Non-current Assets ad Liabilities

Current assets include:

a. Assets held primarily for the purpose of traging

b. Assets expected to be realized within twelve tafter the reporting period; and

c. Cash and cash equivalents unless the assestrister from being exchanged or used to settialslity
for at least twelve months after the reporting qubri

Current liabilities include:
a. Liabilities held primarily for the purpose cdling;
b. Liabilities due to be settled within twelve mistafter the reporting period; and

c. Liabilities for which the Company does not haveunconditional right to defer settlement foressit
twelve months after the reporting period.

Assets and liabilities that are not classified @sent are classified as non-current.
Basis of Consolidation

Principles for preparing consolidated financiatest@ents

The consolidated financial statements incorpor&ie financial statements of Test-Rite and entities
controlled by Test-Rite (its subsidiaries).

Income and expenses of subsidiaries acquired quosksl of during the period are included in the
consolidated statement of profit or loss and otbemprehensive income from the effective date of
acquisition and up to the effective date of dishaaappropriate.

When necessary, adjustments are made to the falastatements of subsidiaries to bring their actiagn
policies into line with those used by the Company.

All intra-group transactions, balances, income amgenses are eliminated in full upon consolidation.
Total comprehensive income of subsidiaries is katted to the owners of Test-Rite and to the
non-controlling interests even if this resultshie hon-controlling interests having a deficit bakan

Changes in the Company’s ownership interests irsidigries that do not result in the Company losing
control over the subsidiaries are accounted fore@sity transactions. The carrying amounts of the
Company’s interests and the non-controlling interege adjusted to reflect the changes in theatike
interests in the subsidiaries. Any difference et the amount by which the non-controlling interes
are adjusted and the fair value of the considergbaid or received is recognized directly in equitd
attributed to the owners of the Company.

See Note 12 for the detailed information of sulasids (including the percentage of ownership anthma
business).

Business Combinations

Acquisitions of businesses are accounted for ugirgacquisition method. Acquisition-related caamts
generally recognized in profit or loss as incurred.
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Goodwill is measured as the excess of the sum efctinsideration transferred, the amount of any
non-controlling interests in the acquiree, andfttievalue of the acquirer’s previously held equityerest

in the acquiree over the net of the acquisitioredanounts of the identifiable assets acquired aed t
liabilities assumed.

Above subsidiary included in consolidated finansi@tements is based on the financial statemenitedu
by the auditors.

Foreign Currencies

In preparing the financial statements of each indizl group entity, transactions in currencies pthan
the entity’s functional currency (foreign currerg)iare recognized at the rates of exchange pregaili the
dates of the transactions.

At the end of each reporting period, monetary itel@sominated in foreign currencies are retranslated
the rates prevailing at that date. Exchange diffees on monetary items arising from settlement or
translation are recognized in profit or loss in pleeiod in which they arise.

Non-monetary items measured at fair value thatdereminated in foreign currencies are retranslated
the rates prevailing at the date when the fairallas determined. Exchange differences arisinthen
retranslation of non-monetary items are includedpiafit or loss for the period except for exchange
differences arising from the retranslation of noontary items in respect of which gains and losses
recognized directly in other comprehensive incoimewhich case, the exchange differences are also
recognized directly in other comprehensive income.

For the purposes of presenting consolidated firdustatements, the assets and liabilities of thezmy’'s
foreign operations are translated into New Taiwaltads using exchange rates prevailing at the dredoh
reporting period. Income and expense items areslaged at the average exchange rates for thedperio
Exchange differences arising are recognized inratbmprehensive income (attributed to the ownethef
Company and non-controlling interests as approgyriat

On the disposal of a foreign operation (i.e. a aligph of the Company’s entire interest in a foreign
operation, or a disposal involving loss of contwekr a subsidiary that includes a foreign operatadinof
the exchange differences accumulated in equitgspect of that operation attributable to the owoéthe
Company are reclassified to profit or loss.

In relation to a partial disposal of a subsididrgttdoes not result in the Company losing contvelr dhe
subsidiary, the proportionate share of accumuletedhange differences is re-attributed to nhon-cdiimigp
interests of the subsidiary and is not recognizegriofit or loss. For all other partial disposalse
proportionate share of the accumulated exchanderelifces recognized in other comprehensive incame i
reclassified to profit or loss.

Inventories

Inventories are stated at the lower of cost orreatizable value. Inventory write-downs are magle 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.

Real estate and construction in progress are stdtedrrying cost or construction cost by constounct
project. Interest is capitalized during the camgion 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 pregye
whereas credit balance should be recorded in advamtstruction receipts.
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Property, Plant and Equipment

Property, plant and equipment are stated at ez, recognized accumulated depreciation and acatedul
impairment loss.

Depreciation of property, plant and equipment isogmized using the straight-line method. Each
significant part is depreciated separately. Thamesed useful lives, residual values and depretiat
method are reviewed at the end of each reportingpghewith the effect of any changes in estimate
accounted for on a prospective basis.

On derecognition of an item of property, plant aggiipment, the difference between the sales preceed
and the carrying amount of the asset is recogriizedofit or loss.

Goodwill

Goodwill arising from the acquisition of a businéssarried at cost as established at the datecpfisition
of the business less accumulated impairment loss.

For the purposes of impairment testing, goodwikhliscated to each of the Group’s cash-generatinits u
or groups of cash-generating units (referred toaaé-generating units) that is expected to befrefit the
synergies of the combination.

A cash-generating unit to which goodwill has be#acated is tested for impairment annually, or more
frequently when there is an indication that thet umay be impaired, by comparing its carrying amount
including the attributed goodwill, with its recoadle amount. However, if the goodwill allocatedato
cash-generating unit was acquired in a businessication during the current annual period, thatt uni
shall be tested for impairment before the end efdtrrent annual period. If the recoverable amadint
the cash-generating unit is less than its carrgimgunt, the impairment loss is allocated firstdduce the
carrying amount of any goodwill allocated to thet amd then to the other assets of the unit pra based
on the carrying amount of each asset in the uny impairment loss is recognized directly in ptadr
loss. An impairment loss recognized for goodvailhbt reversed in subsequent periods.

Intangible Assets

Intangible assets with finite useful lives that aeguired separately are initially measured at emst
subsequently measured at cost less accumulatedtization and accumulated impairment loss.
Amortization is recognized on a straight-line basihe estimated useful life, residual value, and
amortization method are reviewed at the end of eapbrting period, with the effect of any changes i
estimate accounted for on a prospective basis.

Intangible assets acquired in a business combimatial recognized separately from goodwill are atiyti
recognized at their fair value at the acquisitiatedwhich is regarded as their cost). Subsedodnttial
recognition, they are measured on the same basitaagjible assets that are acquired separately.

On derecognition of an intangible asset, the diffiee between the net disposal proceeds and thgncarr
amount of the asset is recognized in profit or.loss

Impairment of Tangible and Intangible Assets OtherThan Goodwiill

At the end of each reporting period, the Companyeres the carrying amounts of its tangible and
intangible assets, excluding goodwill, to determivieether there is any indication that those adsate
suffered an impairment loss. If any such indicagaists, the recoverable amount of the assetimated

in order to determine the extent of the impairmess. When it is not possible to estimate theverable
amount of an individual asset, the Company estisnidie recoverable amount of the cash-generatirigaini
which the asset belongs.

-18 -



Recoverable amount is the higher of fair value lessts to sell and value in use. If the recoverabl
amount of an asset or cash-generating unit is atgitnto be less than its carrying amount, the tayry
amount of the asset or cash-generating unit iscestitio its recoverable amount, with the resulting
impairment loss recognized in profit or loss.

When an impairment loss is subsequently reversedzdrrying amount of the asset or cash-generanitg

Is increased to the revised estimate of its re@bleramount, but only to the extent of the carnangpunt
that would have been determined had no impairnus# been recognized for the asset or cash-gergeratin
unit in prior years. A reversal of an impairmergd is recognized in profit or loss.

Financial Instruments

Financial assets and financial liabilities are puped when a group entity becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities areiatiy measured at fair value. Transaction costd #ire
directly attributable to the acquisition or issuk fimancial assets and financial liabilities (othran
financial assets and financial liabilities at fa@gue through profit or loss) are added to or déestlidrom
the fair value of the financial assets or finandialbilities, as appropriate, on initial recognitio
Transaction costs directly attributable to the @tjan of financial assets or financial liabiligeat fair
value through profit or loss are recognized immiadljain profit or loss.

a. Financial assets

All regular way purchases or sales of financiaktsare recognized and derecognized on a trade date
basis.

1) Measurement category

Financial assets are classified into the followtategories: Financial assets at fair value through
profit or loss, available-for-sale financial assetsd loans and receivables.

a) Financial assets at fair value through profioss

Financial assets are classified as at fair valoeutih profit or loss when the financial asset is
either held for trading or it is designated asatalue through profit or loss.

Financial assets at fair value through profit @sl@re stated at fair value, with any gains or
losses arising on remeasurement recognized int olbss.

b) Loans and receivables

Loans and receivables (including trade receivaldash and cash equivalent, debt investments
with no active market) are measured at amortizest esing the effective interest method, less
any impairment, except for short-term receivablegmthe effect of discounting is immaterial.

Cash equivalent includes time deposits with origmaturities within three months from the
date of acquisition, highly liquid, readily convéte to a known amount of cash and be subject
to an insignificant risk of changes in value. Teash equivalents are held for the purpose of
meeting short-term cash commitments.
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c) Financial assets measured at cost

Investments in equity instruments under availableshle financial assets that do not have a
guoted market price in an active market and whasgevialue cannot be reliably measured is
subsequently measured at cost less any identifigairment loss at the end of each reporting
period.

2) Impairment of financial assets

Financial assets, other than those at fair valusutih profit or loss, are assessed for indicatbrs o
impairment at the end of each reporting period.nakcial assets are considered to be impaired
when there is objective evidence that, as a re$ahe or more events that occurred after theainiti
recognition of the financial asset, the estimatedire cash flows of the investment have been
affected.

For financial assets carried at amortized costh aag trade receivables, assets are assessed for
impairment on a collective basis even if they wassessed not to be impaired individually.
Objective evidence of impairment for a portfolio odceivables could include the aging of
receivables, historical experience of the counttiggm and an analysis of their current financial
position for estimating irrecoverable amounts.

For financial assets that are carried at costatheunt of the impairment loss is measured as the
difference between the asset’s carrying amountthadgresent value of the estimated future cash
flows discounted at the current market rate ofrretar a similar financial asset. Such impairment
loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduby the impairment loss directly for all
financial assets with the exception of trade remales, where the carrying amount is reduced
through the use of an allowance account. Whemadetreceivable and other receivables are
considered uncollectible, it is written off agaitis¢ allowance account. Subsequent recoveries of
amounts previously written off are credited agaitie# allowance account. Changes in the
carrying amount of the allowance account are reizegnin profit or loss, except for uncollectible
trade receivables that are written off againsttl®vance account.

3) Derecognition of financial assets

The Company derecognizes a financial asset oniyle contractual rights to the cash flows from
the asset expire, or when it transfers the findragaet and substantially all the risks and rewafds
ownership of the asset to another party.
On derecognition of a financial asset in its etyir¢he difference between the asset’s carrying
amount and the sum of the consideration receivedraceivable and the cumulative gain or loss
that had been recognized in other comprehensiwariads recognized in profit or loss.

b. Financial liabilities

1) Subsequent measurement

Except financial liabilities at fair value througbrofit or loss, all the financial liabilities are
measured at amortized cost using the effectiveeatanethod.

Financial liabilities at fair value through profit loss are stated at fair value, with any gains or
losses arising on remeasurement recognized int olibss.
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2) Derecognition of financial liabilities

The difference between the carrying amount of tmankial liability derecognized and the
consideration paid, including any non-cash asseisterred or liabilities assumed, is recognized in
profit or loss.

c. Derivative financial instruments

The Company enters into a variety of derivativaficial instruments to manage its exposure to foreig
exchange rate risks, including foreign exchangedod contracts.

Derivatives are initially recognized at fair valaethe date the derivative contracts are entertedaind

are subsequently remeasured to their fair valudheatend of each reporting period. When the fair
value of derivative financial instruments is posti the derivative is recognized as a financiaktass
when the fair value of derivative financial instremts is negative, the derivative is recognized as a
financial liability.

Provisions

Provisions are measured at the best estimate afisheunted cash flows of the consideration requioe
settle the present obligation at the end of thentemm period, taking into account the risks andertainties
surrounding the obligation.

Revenue Recognition

Revenue is measured at the fair value of the ceradidn received or receivable. Revenue is redimed
estimated customer returns, rebates and otherasiallbwances. Sales returns are recognized dintiee
of sale provided the seller can reliably estimatare returns and recognizes a liability for retubased on
previous experience and other relevant factors.

a. Sale of goods

Revenue from the sale of goods is recognized whergbods are delivered and titles have passed, at
which time all the following conditions are satei

1) The Company has transferred to the buyer thaifgignt risks and rewards of ownership of the
goods;

2) The Company retains neither continuing manaberielvement to the degree usually associated
with ownership nor effective control over the gosd#d;

3) The amount of revenue can be measured reliably;

4) It is probable that the economic benefits asdediwith the transaction will flow to the Company;
and

5) The costs incurred or to be incurred in respéthe transaction can be measured reliably.

Sales of goods that result in award credits fortauers, under the Company’s award scheme, are
accounted for as multiple element revenue trarmastiind the fair value of the consideration reakive
or receivable is allocated between the goods segphnd the award credits granted. The
consideration allocated to the award credits issuesd by reference to their fair value, the amdaont
which the award credits could be sold separate§uch consideration is not recognized as revenue at
the time of the initial sale transaction but isesteféd and recognized as revenue when the awartdscred
are redeemed and the Company’s obligations have foéiled.
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b. Rendering of services
Service is recognized when services are provided.

Revenue from a contract to provide services isgeized by reference to the stage of completiomef t
contract.

c. Dividend and interest income

Dividend income from investments is recognized whenshareholder’s right to receive payment has
been established provided that it is probable tih@teconomic benefits will flow to the Company and
the amount of income can be measured reliably.

Interest income from a financial asset is recoghizlen it is probable that the economic benefils wi

flow to the Company and the amount of income cambasured reliably. Interest income is accrued
on a time basis, by reference to the principaltantting and at the effective interest rate appleab

Leasing

Leases are classified as finance leases whenexégrths of the lease transfer substantially alridles and
rewards of ownership to the lessee. All otherdease classified as operating leases.

a. The Company as lessor

Rental income from operating leases is recognized straight-line basis over the term of the raktva
lease.

b. The Company as lessee

Operating lease payments are recognized as ansxpeara straight-line basis over the lease term.

Employee Benefits
a. Short-term employee benefits

Liabilities recognized in respect of short-term émgpe benefits are measured at the undiscounted
amount of the benefits expected to be paid in exghdor the related service.

b. Retirement benefits

Payments to defined contribution retirement benefdns are recognized as an expense when
employees have rendered service entitling thethaaontributions.

Defined benefit costs (including service cost,ingtrest and remeasurement) under the defined ibenef
retirement benefit plans are determined using tbgegted unit credit method.  Service cost (inahgdi
current service cost) and net interest on the efined benefit liability (asset) are recognized as
employee benefits expense in the period they ocdiemeasurement, comprising actuarial gains and
losses and return on plan assets (excluding itjeresecognized in other comprehensive inconidén
period in which they occur. Remeasurement receghin other comprehensive income is reflected
immediately in retained earnings and will not belassified to profit or loss.

Net defined benefit liability (asset) represents Httual deficit (surplus) in the Company’s defined

benefit plan. Any surplus resulting from this edddion is limited to the present value of any refs
from the plans or reductions in future contribuidga the plans.
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Share-based Payment Arrangements

The fair value at the grant date of the employearestoptions granted to employee that is vesting
immediately is recognized as an expense in fulhatgrant date, based on the Company’s best estiofiat
the number of shares or options that are expeotatiitnately vest, with a corresponding increasedpital
surplus - employee share options.

Taxation
Income tax expense represents the sum of the teently payable and deferred tax.
a. Current tax

According to the Income Tax Law, an additional #x.0% of unappropriated earnings is provided for
as income tax in the year the shareholders appooretain the earnings.

Adjustments of prior years’ tax liabilities are addo or deducted from the current year’s tax [siow.
b. Deferred tax

Deferred tax is recognized on temporary differenbesveen the carrying amounts of assets and
liabilities and the corresponding tax bases usethéncomputation of taxable profit. Deferred tax
liabilities are generally recognized for all taxalemporary differences. Deferred tax assets are
generally recognized for all deductible temporaffedences and unused loss carryforward to thengxte
that it is probable that taxable profits will beadable against which those deductible temporary
differences can be utilized.

The carrying amount of deferred tax assets is wedeat the end of each reporting period and reduced
to the extent that it is no longer probable thdficgant taxable profits will be available to alloall or

part of the asset to be recovered. A previoushgewmgnized deferred tax asset is also revieweldeat t
end of each reporting period and recognized tddhbe extent that it has become probable thatdutu
taxable profit will allow the deferred tax assebtrecovered.

Deferred tax liabilities and assets are measuréukatx rates that are expected to apply in thiega
which the liability is settled or the asset realizbased on tax rates and tax laws that have beates

or substantively enacted by the end of the reppriieriod. The measurement of deferred tax
liabilities and assets reflects the tax consequeticat would follow from the manner in which the
Company expects, at the end of the reporting petimdecover or settle the carrying amount of its
assets and liabilities.

5. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting gieb the management is required to make judgments,
estimates and assumptions about the carrying amafirstssets and liabilities that are not readilyaapnt
from other sources. The estimates and associa®drgptions are based on historical experience and
other factors that are considered to be relevafittual results may differ from these estimates.

The estimates and underlying assumptions are redewn an ongoing basis. Revisions to accounting
estimates are recognized in the period in whichdasi@mate is revised if the revision affects oriatt
period, or in the period of the revision and futperiods if the revision affects both current antufe
periods.
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Estimated Impairment of Trade Receivables

When there is objective evidence of impairment,ltiss Company takes into consideration the estonati
of future cash flows. The amount of the impairmess is measured as the difference between tle¢ass
carrying amount and the present value of estimatede cash flows (excluding future credit losskeatt
have not been incurred) discounted at the finamdsét's original effective interest rate. Whée dctual
future cash flows are less than expected, a mhbenp@airment loss may arise.

As of December 31, 2015 and 2014, the carrying amtsoaf trade receivables were $2,411,447 thousand
and $3,031,812 thousand (deducted by allowancebsnfosirment loss of $29,306 thousand and $40,770
thousand, respectively).

. CASH AND CASH EQUIVALENTS

December 31

2015 2014
Cash on hand $ 66,132 $ 50,706
Checking accounts and demand deposits 1,702,564 2,199,657
Cash equivalents 134,710 65,765

$ 1,903,406 $ 2,316,128
The time deposits with original maturity more thanmonths were $297,342 thousand and $158,668
thousand, respectively, as of December 31, 201528dd and reclassified to debt investments with no
active market (Notes 9 and 31).

The time deposits of the Company which pledged @kterals for purchases of raw materials and
collaterals for warranties of construction andasslfied to refundable deposits paid were as falow

December 31

2015 2014
Time deposits $ 68,207 $ 162,399

. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS

December 31

2015 2014
Financial assets held for trading - current
Derivative financial assets
Foreign exchange forward contracts $ 217,798 $ 308,883
Non-derivative financial assets
Equity securities listed in open market 51,331 110,943
Mutual funds 15,341 9,534
Corporate bonds 76,537 64,923
Financial products 577,947 559,271

$ 938954 3§ 1,053,554
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Outstanding forward exchange contracts as of balaheet dates were as follows:

Contract Amount
Currency Maturity Period (In Thousands)

December 31, 2015

Forward exchange contracts - sell US$/NT$  2016.01.04-2017.01.03US$372,000/NT$12,300,552
Forward exchange contracts - buy US$/NT$  2016.01.04-2016.12.28US$382,000/NT$12,631,212
Forward exchange contracts - sell EUR/US$ 2016.01.11 EUR100/US$109

Forward exchange contracts - buy EUR/US$  2016.01.15-2016.08.31US$25,621/EUR22,731
Forward exchange contracts - sell US$/EUR  2016.01.15-2016.10.11US$2,212/EUR1,997
Forward exchange contracts - sell AUD/EUR 2016.05.23 AUD150/EUR100

Forward exchange contracts - sell GBP/EUR 2016.05.31-2016.06.13GBP324/EUR458

December 31, 2014

Forward exchange contracts - sell US$/NT$  2015.01.05-2015.03.30US$180,000/NT$5,709,240
Forward exchange contracts - buy US$/NT$  2015.01.05-2015.12.28US$234,000/NT$7,422,012
Forward exchange contracts - sell EUR/US$ 2015.01.30 EUR100/US$122

The Company entered into derivative contracts tmaga exposures to exchange rate fluctuations of

foreign-currency denominated assets and liabilitiddowever, those contracts did not meet the aitef
hedge effectiveness and therefore were not acodbdmteising hedge accounting.

. FINANCIAL ASSETS MEASURED AT COST

December 31

2015 2014
Domestic investments
Domestic unlisted common shares $ 42,120 $ 42,120
Foreign investments
Overseas unlisted common shares 51,891 28,965

$ 94,011 $ 71,085

Classified according to financial asset measurereteigories
Available-for-sale financial assets $ 94,011 $ 71,085

Management believed that the above unlisted eguoitystments held by the Company, whose fair value
cannot be reliably measured due to the range sbredle fair value estimates was so significaetgtore
they were measured at cost less impairment atti@ereporting period.

. DEBT INVESTMENTS WITH NO ACTIVE MARKET

December 31
2015 2014

Current
Time deposits with original maturity more than 3ntits (Note 6) $ 297,342 $ 158,668

Non-current
Subordinated bond of Ta Chong Bank $ 50,000 $ 50,000
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As of December 31, 2015 and 2014, debt investmeititisno active market - current of $297,342 thowsan
and $149,654 thousand were pledged as collatenatofrowings (see Note 31).

. NOTES AND TRADE RECEIVABLES

December 31
2015 2014

Notes receivable $ 61,493 $ 78,835
Less allowance for doubtful accounts - -
61,493 78,835

Trade receivables 2,440,753 3,072,582
Less allowance for doubtful accounts (29,306) (40,770)

2,411,447 3,031,812

$ 2,472,940 $ 3,110,647

The average credit period of sales of goods wasl@®. In determining the collectibility of a trade
receivable, the Company considered any changeeircrégdit quality of the trade receivable sincedhe
credit was initially granted to the end of the mjmgy period. Allowance for impairment loss is
recognized based on estimated uncollectible amaletermined by reference to the aging of receigble
historical experience of the counterparties andralysis of their current financial position.

The aging of receivables was as follows:

December 31

2015 2014
Not due $ 2,047,513 $ 2,665,297
Less than 30 days 167,066 156,763
31-60 days 66,521 161,481
61-365 days 89,560 33,097
More than 366 days 70,093 55,944

$ 2,440,753 $ 3,072,582
The above aging schedule was based on the padatiie
The aging of receivables that were past due buinmadired was as follows:

December 31

2015 2014
Less than 30 days $ 167,066 $ 154,630
31-60 days 66,258 93,143
More than 61 days 30,689 21,076

$ 264,013 $ 268,849

The above aging schedule was based on the padatiie
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Movements in the allowance for impairment loss getoed on notes receivable and trade receivables we
as follows:

Individually Collectively
Assessed for Assessed for
Impairment Impairment Total
Balance at January 1, 2014 $ 4,684 $ 40,071 $ 44,755
Add: Impairment loss (reversal) recognized on
receivables (4,059) 3,251 (808)
Less: Amounts turned to overdue receivables - (3,111) (3,111)
Foreign exchange translation gains and losses - (66) (66)
Balance at December 31, 2014 $ 625 $ 40,145 $ 40,770
Balance at January 1, 2015 $ 625 $ 40,145 $ 40,770
Add: Additional amounts recognized from
business combinations occurring during the
year - 1,308 1,308
Add: Impairment losses recognized on
receivables 4 263 267
Less: Amounts written off during the year as
uncollectible (4) - (4)
Less: Amounts turned to overdue receivables - (12,936) (12,936)
Foreign exchange translation gains and losses - (99) (99)
Balance at December 31, 2015 $ 625 $ 28,681 $ 29,306

The trade receivables factoring are summarizedlbsifs:

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

Amounts Balance at End
Balance at Factoring Collected Balance at of Year of Interest Rates
Beginning of During the During the End of Year Advances on Advances Retention for

Counterparties Year Year Year (Note 1) Received Received (%) Factoring Credit Line Collateral
2015
Taishin $ 42,153 $ 122,975 $ 148,995 $ 16,133 $ - - $ - US$ 3,800,000 $

International (Note 1) (Note 2) (Note 3) (Note 4)

Bank
2014
Taishin $ - $ 40,435 $ - $ 40,435 $ - - $ - US$ 3,800,000

International (Note 1) (Note 1)

Bank

International Art Enterprise concluded an accourgseivable factoring agreement with Taishin
International Bank. The agreement declared that ihnk has no right of further recourse against
International Art Enterprise. According to the egment, International Art Enterprise only has to be
responsible for loss that resulted from businesgudes.

Note 1. US$1,274,819.
Note 2: US$3,719,065.
Note 3: US$4,505,986.
Note 4: US$487,898.

The above credit lines may be used on a revolvasish
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11.

12.

INVENTORIES
December 31
2015 2014
Merchandise - retail $ 4,284,737 $ 3,910,286
Merchandise - trade 2,235,675 1,580,687
Construction in progress 198,197 205,042
$ 6,718,609 $ 5,696,015

The cost of inventories recognized as cost of dalethe years ended December 31, 2015 and 2014 was
$22,296,503 thousand and $22,907,938 thousand:atasgly.

The operating cost includes inventory value dedlingne amount of $36,851 thousand and loss onigdlys
inventory count in the amount of $58,895 thousaordtie year ended December 31, 2015; the operating
cost includes reversal of inventory value declinethie amount of $576 thousand and loss on physical
inventory count in the amount of $54,508 thousamdtie year ended December 31, 2014. Previous
write-downs had been reversed according to thdtrekimventory close-out.

Merchandise - retail is the inventories of TR Retgj Test-Rite Retail, Test-Rite Home Service, Gdu

Cin Enterprise, Testrite Brand Agency and Test-Rie.

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

Construction in progress is the inventories of Gh@in Enterprise, Tony Construction, Test Cin M&E
Engineering, Chung Cin Interior Design Construction

SUBSIDIARIES

Subsidiaries included in consolidated financialesteents:

% of Ownership
Investor Subsidiaries Main Businesses December 31 | Remark

2015 2014
Test-Rite International Co., LtgF-ortune Miles Co., Ltd. Investment holding company 100.00 | 100.00
Test-Rite International Co., LtiiTest-Rite Star Co., Ltd. Investment holding company 100.00 | 100.00
Test-Rite International Co., Lt@iTest-Rite Investment (B.V.l.) Co., Ltd|Investment in various industries 100.0p  100.00
Test-Rite International Co., LtfiTest-Rite Retailing Co., Ltd. Investment holdingrgzany 100.00 | 100.00
Test-Rite International Co., LtiiTest-Rite Trading Co., Ltd. Investment holding camyp 100.00 | 100.00 Note 1
Test-Rite International Co., LtgTRS Investment Co., Ltd. Investment holding company - 100.00 Note 1
Test-Rite International Co., LtdTest-Rite Pte. Ltd. Importation and exportation .D00 | 100.00
Test-Rite International Co., LtiiTest-Rite Product (Hong Kong) Ltd. Importation angbortation 100.00( 100.00
Test-Rite International Co., LtfiTest-Rite Int’l (Australia) Pty Ltd. Importation drexportation 100.00( 100.0d
Test-Rite International Co., LtdTest-Rite Canada Co., Ltd. Importation and expiantat 100.00 | 100.00
Test-Rite International Co., LtglTest-Rite (UK) Co., Ltd. Importation and exportatio 100.00 | 100.00
Test-Rite International Co., LtdTest-Rite Development Co., Ltd. Investment holdiogpany 100.00| 100.00
Test-Rite International Co., Lt¢Upmaster Co., Ltd. Investment holding company 100.0100.00
Test-Rite International Co., LtilTest-Rite Int’l (U.S.) Co., Ltd. Investment holdiegmpany 100.00| 100.00Q

and Upmaster Co., Ltd.
Test-Rite International Co., LtgTest-Rite Vietham Co., Ltd. Importation and exptioia 95.00 95.00 Note 3
Test-Rite International Co., LtiiTest-Rite Int’l (Thailand) Ltd. Importation and eoqpation - 48.99 Note 2
Test-Rite International Co., LtgLih Chiou Co., Ltd. Investment holding company 1m. | 100.00 Note 4
Test-Rite International Co., LtfLih Teh International Co., Ltd. Logistics services 100.00 | 100.00
Test-Rite International Co., LtgPro-quality Service Co., Ltd. Management systenfigation and 100.00 | 100.00
notarization service
Test-Rite International Co., LtgFFusion International Distribution, Inc.| Importatiand exportation 100.00, 100.0
Test-Rite International Co., LttiChung Cin Enterprise Co., Ltd. Authorized buildebtiild dwelling, 100.00 | 100.00
rental and sale of building
(Continued)
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13.

% of Ownership
Investor Subsidiaries Main Businesses December 31 | Remark
2015 2014
Test-Rite International Co., LtdTest-Rite Retail Co., Ltd. Sale of house decoreltiardware and | 100.00 | 100.00
and Lih Chiou Co., Ltd. construction materials
Test-Rite International Co., Ltdinternational Art Enterprise Co., Ltd. Trading efdure goods 100.00f 100.0
Chung Cin Enterprise Co., Ltd-Tony Construction Co., Ltd. Build and civil engimieg 100.00 | 100.00
Chung Cin Enterprise Co., Ltd.Test Cin M&E Engineering Co., Ltd. Mechanical atec&onic engineering 100.00 100.00
Chung Cin Enterprise Co., LtdChung Cin Interior Design Constructignterior design 100.00| 100.0Q
Co., Ltd.
Chung Cin Enterprise Co., LtdViet Han Co., Ltd. Importation and exportation aw. | 100.00 Note 5
Test-Rite Retail Test-Rite Home Service Co., Ltd. ntetior design 100.00{ 100.04
Test-Rite Retail Hola Homefurnishings Co., Ltd. eSabf furniture, bedclothes, kitchen | 100.00 | 100.00 Note 4
equipment and fixtures
Test-Rite Retail Testrite Brand Agency Co., Ltd. aleS of furniture, bedclothes, kitchen| 100.00 | 100.00 Note 4
equipment and fixtures
Test-Rite Retail Test-Rite C&B Co., Ltd. Saledurhiture, bedclothes, kitchen | 100.00 | 100.00 Note 4
equipment and fixtures
(Concluded)

Note 1:

TRS Investment Co., Ltd. to Test-Rite Trading Cad. in April 2015.

Note 2: Liquidated.

Intercompany transaction to reorganizeitirestment structure of the Company, Test-Rite sold

Note 3: Test-Rite Vietham Co., Ltd. decided to digs in September 2015 but not liquidated yet.

Note 4:

Intercompany transaction to reorganizeirtkiestment structure of the Company, Lih Chiou Co.,
Ltd. sold all interests in Hola Homefurnishings Claid., Testrite Brand Agency Co., Ltd. and

Test-Rite C&B Co., Ltd. which hold retailing brat@ Test-Rite Retail in March 2014.

Note 5: Acquired 49% of interests in Viet Han iméw2014.

PROPERTY, PLANT

AND EQUIPMENT

December 31

2015 2014

Land $ 545,512 $ 545,512
Buildings and improvements 2,138,718 1,966,467
Machinery and equipment 31,595 29,542
Transportation equipment 22,849 19,640
Furniture, fixtures and office equipment 184,488 188,630
Leasehold improvements 2,917,889 3,021,347
Molds and tools 3,307 5,577
Other equipment 179,551 188,814
Prepayments for property, plant and equipment 387,321 82,555

$ 6,411,230 $ 6,048,084

Furniture, Prepayments
Fixtures and for Property,
Buildings and Machinery and  Transportation Office Leasehold Molds and Other Plant and
Land Improvements Equipment Equipment Equipment Improvements Tools Equipment Equipment Total
Cos
Balance at January 1, 2( $ 54551 $ 2,928,34. $ 77,072 $ 69,39¢ $ 864,05 $ 7,070,26. $ 10,47¢ $ 767,23 $ 27,28 $12,359,63
Additions - 13,597 17,97¢ 8,40% 20,48¢ 321,98: 4,23t 2,05¢ 342,80: 731,54:
Disposal - (25,23) (8,26€) (41,58¢) (79,51¢) - (12,74¢) - (167,34¢)
Reclassifie (567,63:) 8,307 (812) (11,427) 144,65t (3,03:) (9,02:) (287,52') (726,48°)
Eﬁ:g:l?;rfg:lgi?fecgrr\izg 13,321 2,035 638 16,125 96,003 308 28,216 156,556
Balance at December 31, 2( $ 54551 $ 2,387,653 $  80,15¢ $  69,35¢ $ 847,65 $ 7,553,309, $ 11,99 $ 77578 $ 8255 $12,353,89
(Continued)
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Furniture, Prepayments

Fixtures and for Property,
Buildings and Machinery and ~ Transportation Office Leasehold Molds and Other Plant and
Land Improvements Equipment Equipment Equipment Improvements Tools Equipment Equipment Total

Accumulated depreciation ar

impairment
Balance at January 1, 2( $ - $ 713,20 $ 71,02 $ 4451 $ 649,88 $ 4,154,700 $ 5,95¢ $ 512,28 $ - $ 6,151,57
Depreciation expen - 110,39 21,68t 11,03« 54,00( 387,56¢ 3,47¢ 56,12¢ - 644,28
Disposal - - (20,447) (5.257) (39,367) (77,66¢) - (12,39:) - (155,12:)
Reclassifie: - (411,08() (23,50() (812) (11,140) (28,11¢) (3,037) (8,447) - (486,12!)
Effect of foreign currenc

exchange differences - 8,550 1,850 237 5,644 95,560 13 39,354 - 151,208

Balance at December 31, 2| $ - $ 421,07 $ 50,61 $ 49,71 $ 659,020 $ 4,532,04 $  641¢ $ 586,92 $ - $ 6,305,81

Carrying amounts a

December 31, 2014 $ 545512 $ 1,966,467 $ 29,542 $ 19,640 $ 188,630 $ 3,021,347 $ 5,577 $ 188,814 $ 82,555 $ 6,048,084
Cos
Balance at January 1, 2( $ 54551 $ 2,387,53 $ 80,15¢ $ 69,35¢ $ 847,65 $ 7,553,39 $ 11,990 $ 77573 $ 82,55 $12,353,89
Additions - 14,16¢ 6,85¢ 6,97¢ 29,527 183,39 - 19,98( 804,71( 1,065,60
Acquisitions througtbusines:

combinations - - 2,695 9,091 9,506 - - 6,254 - 27,546
Disposal - (8,657) (3,200) (5,58¢) (34,93:) (42,47() (1,39¢) (20,79:) - (117,03!)
Reclassifie - 385,62¢ 2,25¢ (3,10¢) 34,29; 322,74 (1,56¢) 31,19¢ (499,97') 271,47.
Effect of foreign currenc

exchange differences - 5,606 (716) (1.642) (2,241) (9.842) (10) (1.477) 31 (10,291)

Balance at December 31, 2! $ 54551 $ 2,784,217 $  88,04! $ 75,09 $ 883,80 $ 8,007,221 $  9,01¢ $ 810,90 $ 387,32 $13,591,19

Accumulated depreciation a
impairment

Balance at January 1, 2( $ - $ 421,07 $ 50,61 $ 49,71t $ 659,02 $ 4,532,04 $ 6,41¢ $ 586,92 $ - $ 6,305,81
Depreciation expen - 120,48( 5,40t 8,38t 54,49; 406,60: 2,99 69,80¢ - 668,15!
Acquisitions through busine

combinations - - 1,371 2,117 8,525 - - 3,957 - 15,970
Disposal - (8,657) (478) (3,94¢) (33,437) (25,85¢) (1,23¢) (19,85¢) - (93,45¢)
Reclassifie: - 108,14: - (3,10%) 12,187 181,32 (2,45¢) (8,60:) - 287,49:
Effect of foreign currenc

exchange differences - 4,526 (468) (921) (1.479) (4.784) 3) (878) - (4,007)
Balance at December 31, 2( $ - $ 64556 $  56,45( $§  52.24; $ 699,31 $ 5,089,33 $ 5,71% $ 631,34 $ - $ 7,179.%62

Carrying amounts a
December 31, 2015 $ 545512 $ 2,138,718 $ 31,595 $ 22,849 $ 184,488 $ 2,917,889 $ 3307 $ 179,551 $ 387,321 $ 6,411,230

(Concluded)

The property, plant and equipment of the Comparey depreciated on a straight-line basis over the
estimated useful life of the asset as follows:

Building and improvements 35-60 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

Test-Rite sold a real property and leased it bawkediately in consideration of business strategies.
Under IFRSs, if the sale price is fair value, takesand leaseback should be recognized immediatehe
profit or loss; sale price is higher than the fatue should be deferred and expect to be amortized
lease term. For the years ended December 31, &0d2014, the amortization of unrealized gain was
$50,000 thousand, which was treated as a reduofioental cost. As of December 31, 2015 and 2014,
the unrealized gain was $100,000 thousand and @8Ghousand, respectively, which were recorded:
The current portion of $50,000 thousand as otherent liabilities and the noncurrent portion of 5D
thousand and $100,000 thousand, respectively has lbilities - deferred credit.
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14. GOODWILL

For the Year Ended December 31

2015 2014
Balance at January 1 $ 2,231,278 $ 2,205,300
Additional amounts recognized from business contlona
occurring during the year (Note 24) 115,951 -
Effect of foreign currency exchange differences (4,476) 25,978
Balance at December 31 $ 2,342,753 $ 2,231,278

The carrying amount of goodwill was allocated tetegenerating units as follows:

December 31

2015 2014
Retail $ 2,118,928 $ 2,117,869
Trading 204,432 94,016
Others 19,393 19,393

$ 2,342,753 $ 2,231,278

For the years ended December 31, 2015 and 201&dhmpany evaluated the recoverable amounts of the
above three cash-generating units, and no indicafiampairment was found.

The calculation of value in use was based on erpeftiture cash flows of financial budgets approbgd
management covering a five-year period and the troate used in preparing the budgets was basétkon
prediction of related industry.

15. OTHER INTANGIBLE ASSETS

December 31

2015 2014
Computer software $ 181,650 $ 230,325
Others 88,885 11,415

$ 270,535 $ 241,740

Computer

Software Others Total
Cost
Balance at January 1, 2014 $ 777,731 $ - $ 777,731
Additions 37,434 3,043 40,477
Classified 142,155 13,507 155,662
Balance at December 31, 2014 $ 957,320 $ 16,550 $ 973,870

(Continued)
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Computer

Software Others Total

Accumulated amortization and impairment

Balance at January 1, 2014 $ 563,695 $ - $ 563,695
Amortization expense 163,300 2,587 165,887
Classified - 2,548 2,548
Balance at December 31, 2014 $ 726,995 $ 5,135 $ 732,130
Carrying amounts at December 31, 2014 $ 230,325 $ 11,415 $ 241,740
Cost

Balance at January 1, 2015 $ 957,320 $ 16,550 $ 973,870
Additions 33,273 3,022 36,295
Acquisitions through business combinations 20,652 94,723 115,375
Disposals (310,525) (3,411) (313,936)
Classified 791 (7,996) (7,205)
Balance at December 31, 2015 $ 701,511 $ 102,888 $ 804,399
Accumulated amortization and impairment

Balance at January 1, 2015 $ 726,995 $ 5,135 $ 732,130
Amortization expense 145,219 9,991 155,210
Acquisitions through business combinations 13,153 1,231 14,384
Disposals (310,525) (3,411) (313,936)
Classified (54,981) 1,057 (53,924)
Balance at December 31, 2015 $ 519,861 $ 14,003 $ 533,864
Carrying amounts at December 31, 2015 $ 181,650 $ 88,885 $ 270,535

(Concluded)

The other intangible assets of the Company werertered on a straight-line basis over the estimated
useful life of the asset as follows:

Computer software 3-5 years
Customer relationship 7-15 years
Business strife limitation 3 years
. BORROWINGS
December 31
2015 2014
Short-term borrowings $ 2,283,327 $ 2,749,782
Short-term bills payable $ 49,966 $ 79,957
Current portion of long-term borrowings $ 1,603,641 $ 500,000
Long-term borrowings $ 5,106,969 $ 5,662,504
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a. Short-term borrowings as of December 31, 20152811 4 were as follows:

December 31

2015 2014
Unsecured borrowings
Line of credit borrowings $ 2,283,327 $ 2,749,782

The range of weighted average effective interesé ran bank loans was 1.058%-4.8% and
0.75%-5.65% per annum as of December 31, 2015 @id, 2espectively.

b. Short-term bills payable

December 31

2015 2014
Commercial paper $ 50,000 $ 80,000
Less: Unamortized discount on bills payable (34) (43)

$ 49,966 $ 79,957

c. Long-term borrowings

December 31
2015 2014
Interest Rate Amount Amount

First Commercial Bank’s Syndicate Loan

Unsecured loan from June 24, 2015 to June

24, 2020. The authorized credit line of

$1,500 million. The principal due in 7

eight months installments with first

installment due on December 17, 2016. 1.7895% $ 1,500,000 $ -
Unsecured loan from June 17, 2015 to June

24, 2020. The authorized credit line of

$4,480 million. Principal due on

June 17, 2020. 1.7895% 1,000,000 -
Unsecured loan from June 24, 2015 to

June 17, 2020. The authorized credit

line of $4,480 million. Principal due «

June 17, 2020. 1.5603% 661,320 -
Unsecured loan from July 27, 2012 to

June 24, 2016. The authorized credit

line of $4,000 million. Principal due « 1.0274%-

June 24, 2016. 1.035% 595,188 2,236,119
Unsecured loan from June 24, 2011 to

June 24, 2016. The authorized credit

line of $2,000 million. The principal

due in 7 semi-annual installments with

first installment due on June 24, 2013.

In June 2015, the Company paid the

principal in full in advance. - - 1,500,000

(Continued)
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December 31
2015 2014
Interest Rate Amount Amount

First Commercial Bank and Taiwan Business
Bank’s Syndicate Loan
Unsecured loan from July 16, 2012 to
July 16, 2019. The authorized credit
line is US$29,000 thousand. The
principal due in annual installments with
first installment due on July 16, 2017. 2.1171% $ 958,914 $ 919,822
Unsecured loan from July 16, 2012 to
July 16, 2019. The authorized credit
line is US$29,000 thousand, principal
due on July 16, 2019. 2.1171% 462,924 529,691
First Commercial Bank
Unsecured loan from June 22, 2012 to
July 30, 2017. The authorized credit
line of $500 million. The principal
with first installment is due on June 22,
2014. 1.7000% 350,000 350,000
Chang Hwa Bank
Unsecured loan from October 1, 2013 to
October 1, 2016. The authorized credit
line of $300 million. Principal due on
October 1, 2016. 1.6600% 200,000 200,000
Taishin International Bank
Unsecured loan from October 16, 2015 to
January 14, 2016. The authorized
credit line of $200 million. The
authorized period from May 18, 2015 to
May 18, 2017, principal due on
January 14, 2016. 1.8000% 200,000 -
Taiwan Business Bank
Unsecured loan from November 20, 2015
to May 18, 2016. The authorized credit
line of $500 million. The authorized
period is from November 12, 2013 to
November 12, 2016, principal due on
May 8, 2016. 1.7800% 150,000 -
Unsecured loan from December 22, 2015
to June 22, 2016. The authorized credit
line of $500 million. The authorized
period is from November 12, 2013 to
November 12, 2016, principal due on
June 22, 2017. 1.7100% 100,000 -
Unsecured loan from November 20, 2014
to February 10, 2015. The authorized
credit line of $500 million. The
authorized period is from November 12,
2013 to November 12, 2016, principal
due on February 10, 2015. - - 100,000
(Continued)
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December 31
2015 2014
Interest Rate Amount Amount

Export-Import Bank of the Republic of China
Unsecured loan period from November 18,
2013 to November 19, 2018. The
authorized credit line of US$4 million.
The principal is due in 5 semi-annual
installments with first installment due on
first interest payment after the first 3
years since the initial borrowing.
Interest is paid quarterly. 1.4840% $ 132,264 $ 126,872
Industrial Bank of Taiwan
Unsecured loan from December 29, 2015
to December 29, 2018. The authorized
credit line of $200 million. The
principal due in 4 three-month
installments with first installment due on
March 29, 2018. 1.7898% 200,000 -
Unsecured loan from August 29, 2013 to
August 15, 2017. The authorized cre
line of $100 million. The principal due
in 12 monthly installments with first
installment due on September 15, 2016. 1.6438% 100,000 100,000
Unsecured loan from September 25, 2013
to August 29, 2017. The authorized
credit line of $100 million.  Principal

due on August 29, 2017. 1.6438% 100,000 100,000
Less current portion (1,603,641) (500,000)
$ 5,106,969 $ 5,662,504

(Concluded)

Test-Rite promised to maintain the following finel@ovenants according to the loan agreements:

1) First Commercial Bank Syndicated Loan

a) Total Liabilities Ratio, Test-Rite shall maintad ratio of Total Liabilities to Total Assets aftn
more than 2 to 1.

b) Current Ratio, Test-Rite shall maintain a raficCurrent Assets to Current Liabilities of notdes
than 1 to 1.

c) EBITDA Ratio, Test-Rite shall maintain a ratibEBITDA to interest expense of greater than
25t0 1.

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

e) The calculations of the ratios are based onpdrent company only financial statements of
Test-Rite for the year ended December 31.
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2) First Commercial Bank and Taiwan Business BaBk/sdicated Loan

a) Total Liabilities Ratio, Test-Rite shall maintad ratio of Total Liabilities to Total Assets aftn
more than 2 to 1.

b) Current Ratio, Test-Rite shall maintain a raficCurrent Assets to Current Liabilities of notdes
than 1 to 1.

c) EBITDA Ratio, Test-Rite shall maintain a ratibEBITDA to interest expense of greater than
25t0 1.

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

e) The calculations of the ratios are based onpdrent company only financial statements of
Test-Rite for the year ended December 31.

Test-Rite Retail promised to maintain the followifigancial covenants according to the loan
agreements with Taishin International Bank, TaiBasiness Bank and Industrial Bank of Taiwan:

1) Total Liabilities Ratio, Test-Rite Retail shatlintain a ratio of Total Liabilities to Total Adseof
not more than 2 to 1.

2) Current Ratio, Test-Rite Retail shall maintairafio of Current Assets to Current Liabilities radt
less than 1to 1.

3) EBITDA Ratio, Test-Rite Retail shall maintainratio of EBITDA to interest expense of greater
than 2.5 to 1.

4) Minimum Tangible Net Worth, Test-Rite Retail Bhmaintain Tangible Net Worth of not less than
$5,200,000 thousand.

5) The calculations of the ratios are based on pgheent company only financial statements of
Test-Rite Retail for the year ended December 31.

17. PROVISIONS

December 31

2015 2014
Decommissioning cost (included in other non-curfierlities) $ 60,494 $ 55,242
Customer returns and rebates (included in othealpay) 27,050 16,758
Employee benefits (included in other payables) 12,006 13,837
$ 99,550 $ 85,837
Current $ 39,056 $ 30,595
Non-current 60,494 55,242

$ 99,550 $ 85,837

a. The provision of decommissioning cost represtdmspresent value of the cost of clearing away and
recovering property, plant and equipment. Thevestéd cost was required by laws and contracts.
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b. The provision of customer returns and rebates based on historical experience, management’s
judgments and other known reasons resulting in ymbdeturns and rebates. The provision was
recognized as a reduction of operating incomeeémptiriods of the related goods sold.

c. The provision for employee benefits representaial leave and vested long service leave entitiésne
accrued and compensation claims made by employees.

18. OTHER PAYABLES

December 31

2015 2014
Accrued expenses $ 1,133,704 $ 1,163,392
Payable for purchase of property, plant and equipme 87,132 31,825
Bonuses payable to employees 17,970 17,936
Bonuses payable to directors and supervisors 32,143 32,650
Allowance of sales returns and discounts 27,050 16,758
Payable for employee benefits 12,006 13,837
Others 165,361 105,892

$ 1,475,366 $ 1,382,290

19. RETIREMENT BENEFIT PLANS
a. Defined contribution plans

The Company adopted a pension plan under the L&®msion Act (the “LPA"), which is a
state-managed defined contribution plan. UnderLfRa, an entity makes monthly contributions to
employees’ individual pension accounts at 6% of tilgrsalaries and wages.

b. Defined benefit plans

The defined benefit plan adopted by the Compangdcordance with the Labor Standards Law is
operated by the government. Pension benefitsacalated on the basis of the length of service and
average monthly salaries of the six months befetdement. The Company contributes amounts
equal to 4% of total monthly salaries and wagea fgension fund administered by the pension fund
monitoring committee. Pension contributions arpodéed in the Bank of Taiwan in the committee’s
name. The pension fund is managed by the Burehahwr Funds, Ministry of Labor (“the Bureau™);
the Company has no right to influence the investmetficy and strategy.

The amounts included in the consolidated balaneetshn respect of the Company’s defined benefit
plans were as follows:

December 31

2015 2014
Present value of defined benefit obligation $ 427,231 $ 339,015
Fair value of plan assets (298,840) (293,572)
128,391 45,443
Defined benefit asset (included in other non-curessets) 60,321 79,629
Net defined benefit liability (included in net defid benefit
liabilities - non-current) $ 188,712 $ 125,072

-37 -



Movements in net defined benefit liability (assgbre as follows:

Present Value

of the Defined Net Defined
Benefit Fair Value of Benefit
Obligation the Plan Assets Liability (Asset)
Balance at January 1, 2014 $ 345,784 $ (281,734) $ 64,050
Service cost
Current service cost 3,335 - 3,335
Net interest expense (income) 6,230 (5,532) 698
Recognized in profit or loss 9,565 (5,532) 4,033
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (1,726) (1,726)
Actuarial gain - changes in demographic
assumptions (4,561) - (4,561)
Recognized in other comprehensive income (4,561) (1,726) (6,287)
Contributions from the employer - (16,353) (16,353)
Benefits paid (11,773) 11,773 -
Balance at December 31, 2014 339,015 (293,572) 45,443
Business combinations 38,689 (13,268) 25,421
Service cost
Current service cost 4,408 - 4,408
Net interest expense (income) 7,189 (6,166) 1,023
Recognized in profit or loss 11,597 (6,166) 5,431
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - 223 223
Actuarial loss - changes in financial
assumptions 15,202 - 15,202
Actuarial loss - experience adjustments 33,178 - 33,178
Actuarial loss - changes in demographic
assumptions 22,337 - 22,337
Recognized in other comprehensive income 70,717 223 70,940
Contributions from the employer - (17,406) (17,406)
Benefits paid (30,330) 30,330 -
Others (2,457) 1,019 (1,438)
Balance at December 31, 2015 $ 427,231 $ (298,840) $ 128,391

An analysis by function of the amounts recognizegbiiofit or loss in respect of the defined benefit
plans is as follows:

For the Year Ended December 31

2015 2014
Selling and marketing expenses $ 5431 $ 4,033
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Through the defined benefit plans under the Labmndards Law, the Group is exposed to the
following risks:

1) Investment risk: The plan assets are investetbmestic and foreign equity and debt securities,
bank deposits, etc. The investment is conductethatdiscretion of the Bureau or under the
mandated management. However, in accordance &léliant regulations, the return generated by
plan assets should not be below the interest oate 2-year time deposit with local banks.

2) Interestrisk: A decrease in the governmenthaterest rate will increase the present valuthef
defined benefit obligation; however, this will barpally offset by an increase in the return on the
plan’s debt investments.

3) Salary risk: The present value of the defineddiit obligation is calculated by reference to the
future salaries of plan participants. As suchjrmnease in the salary of the plan participant$ wil
increase the present value of the defined benelfgation.

The actuarial valuations of the present value ef diefined benefit obligation were carried out by
qualified actuaries. The significant assumptiossdufor the purposes of the actuarial valuationgwe
as follows:

December 31

2015 2014
Discount rate 1.375%-2.500% 1.750%-2.000%
Expected rate of salary increase 0.000%-3.000% 2.500%-3.000%

If possible reasonable change in each of the $igmif actuarial assumptions will occur and all othe
assumptions will remain constant, the present valuthe defined benefit obligation would increase
(decrease) as follows:

December 31

2015 2014
Discount rate
0.25%-0.5% increase $ (15,631) $ (9,451)
0.25%-0.5% decrease $ 16,810 $ 9,836
Expected rate of salary increase
0.25%-1% increase $ 13,367 $ 11,640
0.25%-1% decrease $ (12,565) $ (10,892)

The sensitivity analysis presented above may nokepeesentative of the actual change in the present
value of the defined benefit obligation as it idikely that the change in assumptions would ocaour i
isolation of one another as some of the assumpti@ysbe correlated.

December 31

2015 2014
The expected contributions to the plan for the yexr $ 17,383 $ 16,336
The average duration of the defined benefit obilogat 9.10-25.44 years 8.80-21.00 years
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20. EQUITY
a. Share capital

December 31

2015 2014
Number of shares authorized (in thousands) 750,000 750,000
Shares authorized $ 7,500,000 $ 7,500,000
Number of shares issued and fully paid (in thousand 509,888 513,956
Shares issued $ 5,098,875 $ 5,139,555

Fully paid common shares, which have a par valugl6f carry one vote per share and carry a right to
dividends.

Test-Rite’s outstanding share capital as of Jandar2014 amounted to $5,219,555 thousand. On
October 3, 2014 and June 26, 2015, the board ettdirs decided to retire treasury shares of 8,000
thousand shares and 4,068 thousand shares, r@spectiSuch retirements of treasury shares resulted
in decrease in share capital by $80,000 thousaddbd0,680 thousand, respectively. Consequently,
as of December 31, 2015, Test-Rite’s capital stimireased to $5,098,875 thousand.

b. Capital surplus

December 31
2015 2014

Additional paid-in capital - issuance of sharesxaess of par $ 673,456 $ 678,829

The capital surplus arising from shares issuedaess of par (including share premium from issuance
of common shares, treasury share transactions andtidns) may be used to offset a deficit; in

addition, when the Company has no deficit, suclitalagurplus may be distributed as cash dividends o
transferred to share capital limited to a certarcpntage of the Company’s capital surplus and ance

year.

c. Retained earnings and dividend policy
According to the Company Law of the Republic of iZhiand Test-Rite’s Articles of Incorporation,
10% of Test-Rite’s earnings, after paying tax affdetting deficit, if any, shall first be appropiea as
legal reserve. The remaining balance, if any | deadlistributed in the following order:
1) Bonus to directors and supervisors - 2%, and

2) Bonus to employees - at least 1% or more,

3) The remainder shall then be allocated in acemelavith the resolution of the stockholders inthei
annual meeting.

The dividend policy of Test-Rite is as follows:

The dividend policy is designed for Test-Rite tdhiage its business plan and at the same time,
maintain stockholders’ benefits. Distribution isde through stock dividends, common stocks from
capital surplus and cash dividends. Cash dividesddl not be less than 10% of total distribution.
However, if cash dividends per share are less $ah stock dividends could be distributed instefid
cash dividends.
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The appropriations of earnings for 2014 and 20X8leen approved in the shareholders’ meetings on
June 15, 2015 and June 11, 2014, respectively. appeopriations and dividends per share were as
follows:

Dividends Per Share

Appropriation of Earnings (NT$)
For the Year Ended For the Year Ended
December 31 December 31
2014 2013 2014 2013
Legal reserve $ 65,538 $ 55,789 $ - $ -
Cash dividends 577,401 502,088 1.15 1.00

In accordance with the amendments to the CompanynAday 2015, the recipients of dividends and
bonuses are limited to shareholders and do natdecémployees. The consequential amendments to
Test-Rite’s Articles of Incorporation had been preepd by Test-Rite’s board of directors on January
28, 2016 and are subject to the resolution of tiereholders in their meeting to be held on June 23,
2016. For information about the accrual basishef émployees’ compensation and remuneration to
directors and supervisors and the actual approgmst please refer to employee benefits expense in
Note 27.

The appropriations of 2015 earnings had been peapbyg the board of directors on March 25, 2016.
The proposed appropriations and dividends per share as follows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 53,888 $ -
Cash dividends 484,393 0.95

The appropriations of 2015 earnings and the amoahtsonus to employees and remuneration to
directors and supervisors will be resolved by thareholders in their meeting scheduled for June 23,
2016.

Under Rule No. 1010012865 and Rule No. 1010047480ed by the FSC and the directive titled
“Questions and Answers for Special Reserves Appatgnt Following Adoption of IFRSs”, the
Company should appropriate or reverse to a spexsalve. The special reserve appropriated as above
may be reversed in proportion to the reversal efatiner equity deduction and thereafter distributed

Others equity items
1) Exchange differences on translating foreign apens

Exchange differences relating to the translatiorthef results and net assets of the Company’s
foreign operations from their functional currenctesthe Company’s presentation currency (New
Taiwan dollars) were recognized directly in othemprehensive income and accumulated in the
foreign currency translation reserve. Exchangtedihces previously accumulated in the foreign
currency translation reserve were reclassified rafitpor loss on the disposal of the foreign
operation.

2) Unrealized gains or losses on available-for-Sabncial assets
Unrealized gains or losses on available-for-salarfcial assets represents the cumulative gains and
losses arising on the revaluation of AFS finandabkets that have been recognized in other

comprehensive income, net of amounts reclassibeprofit or loss when those assets have been
disposed of or are determined to be impaired.
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21. TREASURY SHARES

The changes in treasury shares for the years eDdedmber 31, 2015 and 2014 were summarized as
follows (in shares):

January 1, December 31,
Purpose 2015 Increase Decrease 2015
To transfer to employees 11,868,000 - 11,868,000 -
January 1, December 31,
Purpose 2014 Increase Decrease 2014
To transfer to employees 34,868,000 - 23,000,000 11,868,000

As of December 31, 2014, the treasury shares afRiés amounted to $248,171 thousand, which was
purchased back by Test-Rite.

Test-Rite should transfer all shares purchased adkmp 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 fromlibyback date.

Test-Rite transferred to employees 7,800 thousamtl 36,000 thousand treasury shares amounting to
$157,398 thousand and $322,759 thousand in Apfib2&nd March 2014, respectively. Based on the
Transferring Way of Purchased Back Treasury StamkTransfer to Employees issued by Test-Rite,
employee stock options granted during the yearsegecember 31, 2015 and 2014 were priced using the
Black-Scholes model, and compensation cost of $5tR8usand and $8,250 thousand (recorded as salary
expense) was recognized in 2015 and 2014, resplctivSuch transactions of treasury shares resuited
decrease in retained earnings by $481 thousanteiry¢éar ended December 31, 2015 and increase in
capital surplus by $17,344 thousand in the yeaeé@mktcember 31, 2014.

Since some of the treasury shares, purchased badiest-Rite from time to time for the purpose of
transferring to employees, were not transferredhiwithe statutory period (three years from the lagikb
date), Test-Rite retired 4,068 thousand treasuayeshamounting to $85,066 thousand in August 2015.
Such retirement of treasury shares resulted inedserin share capital by $40,680 thousand, capitplus

by $5,373 thousand and retained earnings by $33t@l&and.

Since some of the treasury shares, purchased badiest-Rite from time to time for the purpose of
transferring to employees, were not transferredhiwithe statutory period (three years from the laaib
date), Test-Rite retired 8,000 thousand treasuayeshamounting to $167,288 thousand in October.2014
Such retirement of treasury shares resulted inedserin share capital by $80,000 thousand, capitplus

by $32,991 thousand and retained earnings by $34tRfusand.

According to the Stock Exchange Law of the ROC,dhares of treasury shares should not be over 10% o
Test-Rite’s issued and outstanding shares andntioairat of treasury shares should not be over tha ot
retained earnings and realized additional paidaipital. The highest number of shares of treashayes

held by Test-Rite as of December 31, 2015 and 2G4 11,688 thousand shares and 34,868 thousand
shares, respectively. The total amount was $248&fidusand and $729,124 thousand pursuant towhe la
respectively.
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As of December 31, 2015 and 2014, information rdiggr Test-Rite’'s share-based payment was
summarized below:

a. As of December 31, 2015 and 2014, Test-Riteaseshased payment 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  April 24, 2015 7,800,000 - Immediate
Employees March 10, 2014 15,000,000 - Immediate

b. Options granted were priced at estimated farkaetavalue using Black-Scholes pricing model arel th
inputs to the model were as follows:

Grant-
date Fair
Share  Exercise Option Expected Risk-free  Value
Price Price  Expected Life Dividend Interest Per Unit
Type of Arrangement ~ Grant Date (NTS) (NT$) Volatility (Years) Yield Rate (NTS)
Treasury stock April 24,2015  $20.90 $20.240 12.76% - - 0.60% $0.67
transfer to March 10, 2014  22.10 21.582 11.58% - - 0.53% 0.55

employees

According to the Stock Exchange Law of the ROC,tteasury shares of Test-Rite should not be pledged
and does not have the same right as the commok stoc

22. INCOME TAX
a. Income tax recognized in profit or loss
The major components of tax expense (income) wefellws:

For the Year Ended December 31

2015 2014
In respect of the current year $ 259,457 $ 235,108
Adjustments to deferred tax assets (68,032) (62,650)
In respect of prior periods 3,195 (4,461)

$ 194,620 $ 167,997

b. A reconciliation of accounting profit and incona expenses is as follows:

For the Year Ended December 31

2015 2014

Profit before tax

Income tax expense calculated at the statutory rate $ 405,845 $ 351,808
Decrease in tax resulting from other adjustmentseofanent

differences

Tax-exempt income (146,388) (116,700)
Adjustments to deferred tax assets (68,032) (62,650)
In respect of prior periods 3,195 (4,461)
Income tax expense recognized in profit or loss $ 194,620 $ 167,997
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The applicable tax rate used above is the corpoaateate of 17% payable by the Company in ROC.
Tax rates used by other group entities operatirgher jurisdictions are based on the tax lawhase
jurisdictions.

c. The information of Test-Rite about Integratecoime Tax was summarized as follows:

December 31

2015 2014
Unappropriated earnings
Unappropriated earnings generated on and afteadady
1998 $ 538,877 $ 655,376
Imputation credits accounts $ 613,083 $ 579,079
For the Year Ended December 31
2015
(Expected) 2014
Creditable ratio for distribution of earning 20.48% 20.48%

According to Article 66-6.1 of the Income Tax Lae#fective January 1, 2015, ROC resident individual
shareholders receiving dividends or net earningsadlowed a tax credit half of their proportionate
share of the income tax paid by the Company.

d. Income tax assessments

The income tax returns of Test-Rite for years tglo2013 have been examined and approved by the
tax authority.

23. EARNINGS PER SHARE

For the years ended December 31, 2015 and 2014ntlbeints of earnings per share were calculated as

follows:
2015
Amounts (Numerator) EPS (NT$)
Parent Co. Income Parent Co.
Income Before  Income After Stockholders Shares Before Tax Income After  Stockholders
Tax Include Tax Include Income After (Denominator) Include Tax Include Income After
Minority Minority Tax Minority Minority Tax

Basic earnings per share
Net income to stockholders of
common stock $ 865,105 $ 670,485 $ 670,509 507,287,558 $ 1711 $ 132 $ 132
The effects of dilutive potential
ordinary shares
Bonus to employees - - - 503,876

Diluted earnings per share
Net income to stockholders of
common stock and the effects
of potential ordinary shares $ 865,105 $ 670,485 $ 670,509 507,791,434 $ 1.70 $ 132 $ 132
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2014

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

Basic earnings per share
Net income to stockholders of
common stock $ 883,144 $ 715,167 $ 705,731 498,337,558 $ 177 $ 144 $ 142
The effects of dilutive potential
ordinary shares
Bonus to employees - - - 405,313

Diluted earnings per share
Net income to stockholders of
common stock and the effects
of potential ordinary shares $ 883,144 $ 715,167 $ 705,731 498,742,871 $ 177 $ 143 $ 142

Since Test-Rite offered to settle compensationamubes paid to employees in cash or shares, Test-Ri
assumed the entire amount of the compensation wusbwould be settled in shares and the resulting
potential shares were included in the weighted ayernumber of shares outstanding used in the
computation of diluted earnings per share, as ffeeteis dilutive. Such dilutive effect of the puitial
shares is included in the computation of dilutedne@s per share until the number of shares to be
distributed to employees is resolved in the follogvwyear.

24. BUSINESS COMBINATIONS
a. Subsidiaries acquired

Proportion of
Voting Equity
Interests Consideration
Principal Activity  Date of Acquisition  Acquired (%) Transferred

Subsidiaries of TR Importation and  January 1, 2015 100 $ 240,056
Development exportation

In order to expand its trading business, the Compsaid a total of EUR6,242 thousand to related
parties, Tony Ho, Judy Lee and Robin Ho and noatedl parties, Dirk Zimmermann etc. to acquire
two subsidiaries 100% owned by TR Development.

b. Considerations transferred

International
Art Enterprise

Cash $ 240,056
Original ownership at fair value 2,271
$ 242,327
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c. Assets acquired and liabilities assumed at #te of acquisition
Subsidiaries of
TR
Development

Current assets

Cash and cash equivalents $ 95,454
Financial assets at fair value through profit @slourrent 74,378
Trade receivables 101,453
Other receivables 6,730
Inventories 772,164
Prepayments 3,576
Other current assets 45,227
Non-current assets
Plant and equipment 11,576
Deferred tax assets 18,037
Other intangible assets 100,991
Goodwill 115,951
Other non-current assets 387
Current liabilities
Short-term borrowings (133,604)
Trade payables (658,712)
Other payables (191,752)
Advanced receipts (577)
Other current liabilities (64,418)
Non-current liabilities
Net defined benefit liabilities - non-current (25,421)
Deferred tax liabilities (29,113)
$ 242,327

d. Net cash outflow on acquisition of subsidiaries

Subsidiaries of
TR
Development

Consideration paid in cash $ 240,056
Less: Cash and cash equivalent balances acquired (95,454)
$ 144,602

25. EQUITY TRANSACTIONS WITH NON-CONTROLLING INTERE STS

For integrating resources and upgrading of efficjeim the management of investments and operations
coordination with the set strategy, the Companyl atotal of EUR1,455 thousand to non-related gsyti
Dirk Zimmermann to acquire 35% of interests in TRGAfter the acquisition, the Company increased its
interests of ownership in TRGI to 100%.
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26.

TRGI

Cash consideration paid $ 55,968
The proportionate share of the carrying amounhefrtet assets of the subsidiary

transferred to non-controlling interests (22,333)
Differences arising from equity transaction $ 33,635

On June 16, 2014, the Company paid total US$458stimad to related parties, You-Chuan Hsieh and
Yu-Yi Shih, and non-related parties, Wei-Kang SuNgm Long Investment Corporation and Doan Thi
Tuan Huong to acquire 49% of interests in Viet HaAfter the acquisition, the Company increased its
interests of ownership in Viet Han to 100%.

Viet Han
Cash consideration paid $ 13,596
The proportionate share of the carrying amounhefrtet assets of the subsidiary
transferred to non-controlling interests (11,241)
Differences arising from equity transaction $ 2,355

The above transactions were accounted for as etjaitgactions since the Company did not ceasevi® ha
control over these subsidiaries.

OPERATING LEASE
Test-Rite entered into lease agreements for offreenises with related parties, Tsai Wang, Li Xiamgl

Judy Lee for periods from 4 to 10 years. A listrefit expense for the next 5 years as of Decenber 3
2015 was as follows:

Period Amount
2016 $ 325,155
2017 334,270
2018 8,077
2019 8,077
2020 6,058
$ 681,637

Hola Shanghai Retail & Trading entered into leage@ment for office premises with non-related parti
from 2 to 20 years. A list of rent expense for tiext 5 years including the present value of rerfraim
2021 to 2030 as of December 31, 2015 was as follows

Period Amount

2016 $ 705,626
2017 697,900
2018 699,873
2019 575,607
2020 457,540
2021-2025 (present value $946,683 thousand) 1,230,688
2026-2030 (present value $112,598 thousand) 163,267

$ 4,530,501
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Test-Rite Retail's lease agreements for office fpsemare with non-related parties. A list of rexpense
for the next 5 years including the present valoenf2021 to 2039 as of December 31, 2015 was asnfeil

Period Amount

2016 $ 1,107,536
2017 988,531
2018 726,738
2019 511,980
2020 493,112
2021-2025 (present value $1,455,802 thousand) 1,586,886
2026-2030 (present value $481,653 thousand) 564,521
2031-2035 (present value $342,291 thousand) 430,091
2036-2039 (present value $200,413 thousand) 265,621

$ 6,675,016

Test-Rite Home Service entered into lease agreefoemwtfice premises with non-related parties. igt |
of rent expense for the next 5 years including phesent value of rentals from 2021 to 2025 as of
December 31, 2015 was as follows:

Period Amount
2016 $ 4,484
2017 4,672
2018 4,703
2019 3,986
2020 1,710
2021-2025 (present value $312 thousand) 405
$ 19,960

Test-Rite C&B entered into lease agreement forcefforemises with non-related parties. A list aftre
expense for next 5 year as of December 31, 2015wé&slows:

Period Amount
2016 $ 74,660
2017 75,697
2018 79,845
2019 82,955
2020 62,217
$ 375,374
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TR Products entered into lease agreement for offieenises with non-related parties.

expense for next 5 years as of December 31, 20%85wéollows:
Period

2016
2017
2018
2019
2020

Energy Retailing entered into lease agreement ffarecpremises with non-related parties.
expense for the next 5 years including the pregaioie of rentals from 2021 to 2025 as of Decemlder 3

2015 was as follows:
Period

2016
2017
2018
2019
2020
2021-2025 (present value $70,962 thousand)

Amount

$ 77,242
78,862
26,254
21,857
18,054

$ 222,269

A listreft

Amount

$ 247,916
252,761
257,687
262,726
267,834

90,353

$ 1,379,277

Test-Rite (China) Investment entered into leaseegent for office premises with non-related partie&

list of rent expense for next 3 years as of DecerBhe2015 was as follows:
Period
2016

2017
2018

Test-Rite Business Development entered into legemement for office premises with non-related patrti

A list of rent expense for next 3 years as of Ddwem31, 2015 was as follows:
Period
2016

2017
2018
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Amount

$ 81,946
56,152
42,114

$ 180,212

Amount

$ 30,689
30,689
23,017

$ 84,395

A list of rent
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Chung Cin Enterprise entered into lease agreenoertdffice premises with non-related parties. A 6§
rent expense for the next 5 years including thegarevalue of rentals from 2021 to 2025 as of Ddmm
31, 2015 was as follows:

Period Amount

2016 $ 38,618
2017 38,598
2018 39,305
2019 39,805
2020 40,053
2021-2025 (present value $946,683 thousand) 189,084

$ 385,463

PERSONNEL, DEPRECIATION, AND AMORTIZATION EXPEN SES

Personnel, depreciation, and amortization expeimsabe years ended December 31, 2015 and 2014 were
summarized as follows:

Function 2015 2014
Operatin Operatin Operatin Operatin
Expense Item FElosts ’ E?(pensegs Total pCosts ’ E?(pensegs Total
Personnel expenses
Salaries $ 24,906% 3,467,910 $ 3,492,814 $ 79,436| $ 3,197,776 $ 3,277,212
Labor insurance and health insurance 2,200 243,841 246,041 5,760 234,140 239,900
Pension cost 1,179 216,073 217,252 3,165 187,758 190,923
Others 2,154 354,493 356,652 2,703 319,768 322,471
Depreciation expenses 78,334 589,821 668,155 69,917 574,369 644,286
Amortization expenses 25 155,185 155,210 25 165,862 165,887

The existing (2014) Articles of Incorporation of sSEdRite stipulate to distribute bonus to employaed
remuneration to directors and supervisors at ttesnao less than 1% and no higher than 2%, resp8cti

of net income (net of the bonus and remuneratiofpr the year ended December 31, 2014, the bonus to
employees and the remuneration to directors andrgigprs were $5,500 thousand and $11,100 thousand,
respectively, representing 1% and 2%, respectiaflthe base net income.

In compliance with the Company Act as amended iry @15, Test-Rite proposed amendments to its
Articles of Incorporation to distribute employeesbmpensation and remuneration to directors and
supervisors at the rates no less than 1% and rehihan 2%, respectively, of net profit beforeoime
tax, employees’ compensation, and remuneration itectdrs and supervisors. For the year ended
December 31, 2015, the employees’ compensatiorttendemuneration to directors and supervisors were
$7,380 thousand and $11,070 thousand, respectregyesenting 1% and 1.5%, respectively, of the bas
net profit. The employees’ compensation and rematima to directors and supervisors in cash for the
year ended December 31, 2015 have been approvéeédiyRite’s board of directors on March 25, 2016
and are subject to the resolution and adoptioh@fimendments to Test-Rite’s Articles of Incorgoraby

the shareholders in their meeting to be held ore 28y 2016, and in addition thereto, a report ahsu
distribution shall be submitted to the shareholdaeseting.

Material differences between such estimated amaumisthe amounts proposed by the board of directors
on or before the date the annual consolidated diahstatements are authorized for issue are ajust

the year the bonus and remuneration were recognizédhere is a change in the proposed amounts aft
the annual consolidated financial statements watkoaized for issue, the differences are recordea@ a
change in accounting estimate.
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28.

29.

The bonuses to employees and remuneration to diseand supervisors for 2014 and 2013 which have
been approved in the shareholders’ meetings on 18n2015 and June 11, 2014, respectively, were as
follows:

For the Year Ended December 31
2014 2013
Cash Dividends Cash Dividends

Bonus to employees $ 5,898 $ 5,021
Remuneration of directors and supervisors 11,297 10,042

The bonus to employees and the remuneration tatdneand supervisors for the years ended December
31, 2014 and 2013 approved in the shareholderstingseon June 15, 2015 and June 11, 2014 and the
amounts recognized in the financial statementsther years ended December 31, 2014 and 2013,
respectively, were as follows:

For the Year Ended December 31

2014 2013
Remuneration Remuneration
of Directors of Directors
Bonus to and Bonus to and

Employees Supervisors Employees Supervisors

Amounts approved in shareholders’

meetings $ 5,898 $ 11,297 $ 5,021 $ 10,042
Amounts recognized in respective
financial statements 5,500 11,100 5,260 10,521

The differences were adjusted to profit and lossHe years ended December 31, 2015 and 2014.
Information on the employees’ compensation and reration to directors and supervisors resolvecby t
Company’s board of directors in 2016 and bonusntpleyees, directors and supervisors resolved by the
shareholders’ meeting in 2015 and 2014 are availablthe Market Observation Post System website of
the Taiwan Stock Exchange.

CAPITAL MANAGEMENT

The objective of the Company’s capital managenetd ensure it has the necessary financial res@nde
operational plan so that it can cope with the resdlve months working capital requirements, capital
expenditures and dividends spending.

TRANSACTIONS WITH RELATED PARTIES

Balances and transactions between Test-Rite anglildsidiaries have been eliminated on consolidation
Details of transactions between the Company aner odtated parties are disclosed below.

a. Operating transactions

Rent Expense
For the Year Ended December 31

2015 2014
Others (Tsai Wang) $ 311,009 $ 300,226
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The Company’s rental income from related partiescisording to market price and the rental income is
received monthly.

Refundable Deposits Paid
December 31

2015 2014
Others (Tsai Wang) $ 125,000 $ 125,000

The transaction conditions of related parties armst the same as non-related parties.

Equity transaction

See Notes 24 and 25.

Property lease

See Note 26.

Endorsements or guarantees

Endorsements or guarantees that Test-Rite provasdbsidiaries were summarized in Note 32.

As of December 31, 2015, short-term bills payalfles40,966 thousand were guaranteed by others
(Tony Ho).

As of December 31, 2015, short-term borrowingsd¥,$69 thousand were guaranteed by others (Tony
Ho and Judy Lee), short-term borrowings of $214,82Risand were guaranteed by others (Judy Lee),
short-term borrowings of $250,000 thousand wereagntae by others (Tony Ho).

As of December 31, 2015, long-term borrowings 0f481,838 thousand were guaranteed by others
(Tony Ho and Judy Lee), long-term borrowings of888,772 thousand were guaranteed by others
(Judy Lee), and long-term borrowings of $1,400,0@usand were guaranteed by others (Tony Ho).

As of December 31, 2014, short-term bills payaliles9,957 thousand were guaranteed by others
(Tony Ho).

As of December 31, 2014, short-term borrowings &1$276 thousand were guaranteed by others
(Tony Ho and Judy Lee), short-term borrowings df%334 thousand were guaranteed by others (Judy
Lee) and short-term borrowings of $310,000 thousaatk guaranteed by others (Tony Ho). As of
December 31, 2014, short-term borrowings of $30@0@@sand were guaranteed by others (Yu-chuan
Hsieh).

As of December 31, 2014, long-term borrowings o0f449,512 thousand were guaranteed by others
(Tony Ho and Judy Lee), long-term borrowings of788, thousand were guaranteed by others (Judy
Lee) and long-term borrowings of $925,000 thousaack guaranteed by others (Tony Ho).

Compensation of key management personnel

For the Year Ended December 31

2015 2014
Short-term employee benefits $ 187,146 $ 183,719
Post-employment benefits 38,665 2,982

$ 225,811 $ 186,701
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The remuneration of directors and key executives determined by the remuneration committee
having regard to the performance of individuals araket trends.
30. FINANCIAL INSTRUMENTS

Fair Value of Financial Instruments

a. Fair value of financial instruments not carrgdair value
The management considers that the carrying amafnfimancial assets and financial liabilities not
carried at fair value approximate their fair valuéds of December 31, 2015 and 2014, the carrying
amounts approximate their fair value.

b. Fair value measurements recognized in the cialagetl balance sheets

December 31, 2015

Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Derivative financial assets $ - $ 217,798 $ - $ 217,798
Non-derivative financial assets $ 721,156 $ - $ - $ 721,156
December 31, 2014
Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Derivatives financial assets $ - $ 308,88 $ - $ 308,883
Non-derivative financial assets $ 744 671 $ - $ - $ 744 671

There were no transfers between Level 1 and 2drctinrent and prior periods.
Financial Risk Management Objectives and Policies

The Company’s major financial instruments includguisy and debt investments, borrowings, trade
receivables and trade payables. The Company’sotatep Treasury function provides services to the
business, coordinates access to domestic and atitemal financial markets, monitors and manages the
financial risks relating to the operations of thenpany through internal risk reports which analyze
exposures by degree and magnitude of risks. Tit@seinclude market risk, credit risk and liquidrtsk.

The Company sought to minimize the effects of thesles by using derivative financial instruments to
hedge risk exposures. The use of financial devieatwas governed by the Company’s policies apptove
by the board of directors, which provided writtefinpiples on foreign exchange risk, interest rasé,r
credit risk, the use of financial derivatives armh+terivative financial instruments, and the inuestt of
excess liquidity. Compliance with policies and esyre limits was reviewed by the internal auditmmsa
continuous basis. The Company did not enter intoagle financial instruments for speculative pggs

a. Market risk
The Company’s activities exposed it primarily te tfinancial risks of changes in foreign currency
exchange rates. The Company entered into a vafadgrivative financial instruments to manage its

exposure to foreign currency risk, including forardoreign exchange contracts to hedge the exchange
rate risk arising on the export.
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There had been no change to the Company’s exptsurarket risks or the manner in which these
risks were managed and measured.

1)

2)

Foreign currency risk

Several subsidiaries of the Company had foreigneogy sales and purchases, which exposed the
Company to foreign currency risk. Exchange ratposyres were managed within approved
policy parameters utilizing forward foreign excharapntracts.

The carrying amounts of the Company’s foreign awyedenominated monetary assets and
monetary liabilities (see Note 33).

The sensitivity analysis included only outstandfogeign currency denominated monetary items,
and the effect on profit and loss by their transtatt the end of the reporting period for a 10%
change in foreign currency rates. A positive nuntiow indicates an increase in post-tax profit
and other equity associated with New Taiwan dolirsngthen 10% against the relevant currency.
For a 10% weakening of New Taiwan dollars agaimstrelevant currency, there would be an equal
and opposite impact on post-tax profit and otheiitggand the balances below would be negative.

Currency USD Impact Currency EUR Impact
For the Year Ended For the Year Ended
December 31 December 31
2015 2014 2015 2014
Equity $ (63,645) $ (183,771) $ 5682 $ 53850

Interest rate risk

The Company was exposed to interest rate risk lsecantities in the Company borrowed funds at
floating interest rates. The risk is managed bg @®ompany by maintaining floating rate
borrowings. Hedging activities are evaluated radul to align with interest rate views and
defined risk appetite, ensuring the most cost-éffethedging strategies are applied.

The Company’s interest rate risk arises primariignf fixed revenue investment and floating
interest rate borrowings.

The carrying amount of the Company’s financial éssad financial liabilities with exposure to
interest rates at the end of the reporting perietevas follows:

December 31

2015 2014
Fair value interest rate risk
Financial assets $ 500,259 $ 386,832
Financial liabilities 9,043,903 8,992,243

The sensitivity analyses were calculated by a chamdair value of the fixed interest rates finahci
assets and liabilities at the end of the repon@god.

If interest rates at end of the reporting periodeneigher by 1% and all other variables were held

constant, the Company’s cash outflow for the yeaded December 31, 2015 and 2014 would have
been higher by $85,436 thousand and $86,054 thdusan
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b. Credit risk

Credit risk refers to the risk that counterpartyl wiefault on its contractual obligations resultiimg
financial loss to the Company. As at the end @& thporting period, the Company’s maximum
exposure to credit risk which will cause a finahtias to the Company due to failure of counteipart
to discharge an obligation and financial guaranpeesided by the Company could arise from:

1) The carrying amount of the respective recognireahcial assets as stated in the balance sheets;
and

2) The amount of contingent liabilities in relatimnfinancial guarantee issued by the Company.

The Company direct against the counterparties whieal with materially to providing sufficient
collateral or other right pledged, so that it condohimize credit risk effectively. Management bét
Company has delegated a team responsible for detagrcredit limits, credit approvals and other
monitoring procedures to ensure that follow-upa@cis taken to recover overdue debts. In addition,
the Company reviews the recoverable amount of eatiidual trade debt at the end of the reporting
period to ensure that adequate allowances are rfadé@recoverable amounts. In this regard,
management believes the Company’s credit risk wggsfisantly reduced.

The credit risk on liquid funds and derivatives viiasted because the counterparties are banks with
high credit ratings assigned by international dreating agencies.

The Company did transactions with a large numbercudtomers among different industries and
geography area. Ongoing credit evaluation is peréa on the financial condition of trade receivable
and, where appropriate, credit guarantee insuremeer is purchased.

c. Liquidity risk
The Company manages and contains sufficient workapital to support the operations so there is no
liquidity risk of shortage of funds by the maturithate of implementing obligation to the contracts,
reduce the impact on fluctuation of cash flow.

The Company’s non-derivative financial liabilitiegh their agreed repayment period were as follows:

December 31, 2015

1 Year 1-3 Years 3+ Years Total
Non-derivative financial
liabilities
Non-interest bearing $ 7,299,812 $ - % 250,637 $ 7,550,449
Fixed interest rate liabilities 49,966 - 49,966

Variable interest rate liabilities 3,886,968 1,988,087 3,118,882 8,993,937

$ 11,236,746 $ 1,988,087 $ 3,369,519 $ 16,594,352
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31.

32.

December 31, 2014

1 Year 1-3 Years 3+ Years Total
Non-derivative financial
liabilities
Non-interest bearing $ 7,278,193 $ - % 225,464 $ 7,503,657
Fixed interest rate liabilities 79,957 - 79,957

Variable interest rate liabilities 3,249,782 4,086,119 1,576,385 8,912,286

$ 10,607,932 $ 4,086,119 $ 1,801,849 $ 16,495,900

PLEDGED ASSETS
December 31
2015 2014
Time deposits (see Notes 6 and 9) $ 365,549 $ 312,053
COMMITMENTS AND CONTINGENCIES

Letter of Credit

Test-Rite’s, Test-Rite Retail's Testrite Brand Aggis and Test-Rite C&B’s outstanding letters ofdite
not reflected in the accompanying financial stateimi@s of December 31, 2015 were US$3,443 thousand
and EUR381 thousand.

Test-Rite’s and Test-Rite Retail's outstandingelettof credit not reflected in the accompanyinguricial
statements as of December 31, 2014 were US$1,66%dahd and EUR61 thousand.

Endorsements/guarantees provided: As of Decenhe2®.5 and 2014, endorsements or guarantees that
the Company provided to its business related legtties and subsidiaries were summarized as fstlow

December 31

2015 2014
Endorsements

TR Products US$ 23,080 US$ 27,559
TR Trading & TR Retailing Us$ 21,000 US$ 21,000
Hola Shanghai Retail & Trading, Test-Rite (Chinaydstment

and Test-Rite Business Development US$ 6,500 Uss$ -
Test-Rite Business Development Us$ 5,000 US$ 15,000
Hola Shanghai Retail & Trading Us$ 5,000 Us$ 11,500
TR Pte. Us$ 1,500 Uss$ 1,500
Subsidiary of TR Development EUR 7,000 EUR -
TRGI & Subsidiary of TR Development EUR 1,000 EUR -
TR Gl EUR - EUR 1,000
TR Canada CAD 60 CAD 60
Test-Rite C&B NT$ 45,000 NT$ 45,000

As of December 31, 2015 and 2014 Test-Rite Retail Bestrite Brand Agency have import duty relief on
temporary admission, coupon execution guaranteeC#@ Corporation guarantee rendered by banks for
approximately $86,960 thousand and $132,391 thalisan
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33. EXCHANGE RATE OF FINANCIAL ASSETS AND LIABILITI ES DENOMINATED IN
FOREIGN CURRENCIES

The information of significant foreign-currency dincial assets and liabilities as of December 3152(hd
2014 was summarized as follows:

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

December 31

2015 2014
Foreign Exchange New Taiwan Foreign Exchange New Taiwan
Currencies Rate Dollars Currencies Rate Dollars
Financial assets
Monetary items
usD $ 112,546 33.066 $ 3,721,446 $ 123,407 31.718 $ 3,914,223
EUR 1,956 35.8952 70,211 1,715 38.4582 65,956
Financial liabilities
Monetary items
uUsD 131,794 33.066 4,357,900 181,346 31.718 5,751,932
EUR 373 35.8952 13,389 194 38.4582 7,461

For the years ended December 31, 2015 and 201#zeckand unrealized net foreign exchange gains
(losses) were $156,526 thousand and $(248,185s8mol) respectively. It is impractical to disclowst
foreign exchange gains (losses) by each signifiargign currency due to the variety of the foreign
currency transactions and functional currencigh®fgroup entities.

34. OPERATING SEGMENT FINANCIAL INFORMATION

Information reported to the chief operating decisinaker for the purpose of resource allocation and
assessment of segment performance focuses on ke tf goods or services delivered or provided.
Specifically, the Company’s reportable segmenteulieRS 8 “Operating Segments” were as follows:

A Segment - retail segment
B Segment - trading segment
C 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, 2015 and 2014 waliass:

2015
Adjustment
and
A Segment B Segment C Segment Elimination Total

Operating revenue $ 21,768,693 $ 20,230,377 $ 1,535857 $ (7,553,476) $ 35,981,451
Operating costs (13,949.876) _(16,236,048) (1,233,437) 6,740,782 (24,678,579)
Gross profit 7,818,817 3,994,329 302,420 (812,694) 11,302,872
Operating expenses (7,561,017) (3,800,401) (177,023) 1,046,036 (10,492,405)
Profit from operations $ 257,800 $ 193928 $ 125397 $ 233,342 810,467
Nonoperating income and

expenses 54,638
Profit before income tax $ 865,105
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2014

Adjustment
and
A Segment B Segment C Segment Elimination Total

Operating revenue $ 21,843,553 $ 20,298,314 $ 1,724,214 $ (7,919,840) $ 35,946,241
Operating costs (13,958,892) _(15,895,587) (1,434,423) 6,174,687 (25,114,215)
Gross profit 7,884,661 4,402,727 289,791 (1,745,153) 10,832,026
Operating expenses (7,280,703) (4,213,395) (184,254) 1,828,228 (9,850,124)
Profit from operations $ 603958 $ 189,332 $ 105,537 $ 83,075 981,902
Nonoperating income and

expenses (98,758)
Profit before income tax $ 883,144

All intercompany transactions have been eliminatedn consolidation for the years ended December 31,
2015 and 2014.

Segment Assets and Liabilities

The analysis of the Company’s assets and lialslitie reportable segment as of December 31, 2015 and
2014 was as follows:

2015
Adjustment
and
A Segment B Segment C Segment Elimination Total
Assets $ 12,694,425 $ 18,996,679 $ 1,797,229 $ (8,293,087) $ 25,195,246
Liabilities $ 9641896 $ 10,673,377 $ 515209 $ (3,064,658) $ 17,765,824
2014
Adjustment
and
A Segment B Segment C Segment Elimination Total
Assets $ 12,059,455 $ 20,851,729 $ 1,996,700 $ (9,986,938) $ 24,920,946
Liabilities $ 8741372 $ 13485854 $ 775,762 $ (5443,017) $ 17,559,971

All intercompany transactions have been eliminatedn consolidation for the years ended December 31,
2015 and 2014.
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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
For the Year Ended December 31 For the Year Ended December 31
2015 2014 2015 2014
Asia $ 29,740,071 $ 30,763,044 $ 10,488,184 $ 10,299,600
America 4,412,729 4,310,353 - -
Europe 1,826,901 871,125 230,610 -
Australia and others 1,750 1,719 - -

$ 35981451 $ 35,946,241 $ 10,718,794 $ 10,299,600

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

Major Customer

No individual customer accounted for at least 10%omsolidated revenue in 2015 and 2014.
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