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INDEPENDENT AUDITORS’ REVIEW REPORT

The Board of Directors and Stockholders
Yulon Nissan Motor Company, Ltd.

We have reviewed the accompanying consolidated balance sheets of Yulon Nissan Motor Company, Ltd. (the
“Company”) and subsidiaries (collectively referred to as the “Group”) as of March 31, 2017 and 2016, and the
related consolidated statements of comprehensive income, changes in equity, and cash flows for the three
months ended March 31, 2017 and 2016. These consolidated financial statements are the responsibility of the
Company’s management. Our responsibility is to issue a report on these consolidated financial statements
based on our reviews.

We conducted our reviews in accordance with Statement of Auditing Standards No. 36, “Review of Financial
Statements” issued by the Auditing Standards Committee of the Accounting Research and Development
Foundation of the Republic of China. A review consists principally of applying analytical procedures to
financial data and of making inquiries of persons responsible for financial and accounting matters. It is
substantially less in scope than an audit conducted in accordance with auditing standards generally accepted in
the Republic of China, the objective of which is the expression of an opinion regarding the consolidated
financial statements taken as a whole. Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to the consolidated
financial statements referred to in the first paragraph for them to be in conformity with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and International Accounting Standard No.
34, “Interim Financial Reporting” endorsed and issued into effect by the Financial Supervisory Commission of
the Republic of China.

Deloitte & Touche
Taipei, Taiwan
Republic of China

May 12, 2017
Notice to Readers

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

For the convenience of readers, the independent auditors’ review report and the accompanying consolidated
financial statements have been translated into English from the original Chinese version prepared and used in
the Republic of China. If there is any conflict between the English version and the original Chinese version or
any difference in the interpretation of the two versions, the Chinese-language independent auditors’ review
report and consolidated financial statements shall prevail.
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YULON NISSAN MOTOR COMPANY, LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In Thousands of New Taiwan Dollars, Except Par Value)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Note 6)
Financial assets at fair value through profit or loss (Notes 4 and 7)
Notes receivable - related parties (Notes 4 and 28)
Trade receivables (Notes 4 and 8)
Trade receivables - related parties (Notes 4 and 28)
Other receivables (Notes 4 and 8)
Inventories (Notes 4 and 9)
Prepayments (Note 28)

Total current assets

NON-CURRENT ASSETS
Investments accounted for using equity method (Notes 4 and 11)
Property, plant and equipment (Notes 4, 12 and 28)
Computer software (Notes 4 and 13)
Deferred tax assets (Note 4)
Other non-current assets (Notes 14 and 28)

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term borrowings (Note 15)
Notes payable
Notes payable - related parties (Note 28)
Trade payables
Trade payables - related parties (Note 28)
Other payables (Note 16)
Current tax liabilities (Note 4)
Provisions (Notes 4, 5 and 17)
Other current liabilities (Notes 18 and 28)

Total current liabilities

NON-CURRENT LIABILITIES
Provisions (Notes 4, 5 and 17)
Credit balance of investments accounted for using equity method
(Notes 4 and 11)
Net defined benefit liabilities (Note 4)
Deferred tax liabilities (Note 4)
Other non-current liabilities (Notes 18 and 28)

Total non-current liabilities
Total liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY
Capital stock - NT$10 par value; authorized - 600,000 thousand
shares; issued and outstanding - 300,000 thousand shares
Capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity

Total equity

TOTAL

March 31, 2017

December 31, 2016

March 31, 2016

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

(With Deloitte & Touche review report dated May 12, 2017)

(Reviewed) (Audited) (Reviewed)
Amount % Amount % Amount %
$ 10,413,274 34 $ 9,909,754 33 $ 8,570,323 27
1,974,119 6 2,275,103 8 2,835,541 9
32,935 4,174 - 913 -
43,188 - 40,532 - 85,157 -
661,885 2 538,408 2 774,826 2
46,379 - 57,622 - 3,120,651 10
2,573 - 2,509 - 2,264 -
143,485 1 15,853 - 261,112 1
13,317,838 43 12,843,955 43 15,650,787 49
15,173,995 50 14,659,211 49 14,057,273 44
1,583,172 5 1,703,040 6 1,787,343 6
13,569 - 17,407 - 25,912 -
190,296 1 128,364 1 151,430 -
389,301 1 387,771 1 390,226 1
17,350,333 57 16,895,793 57 16,412,184 51
$ 30,668,171 100 $ 29,739,748 _100 $ 32,062,971 100
$ 3,630,000 12 $ 3,630,000 12 $ 3,630,000 11
- - - - 208,600 1
- - 1,536 - - -
13,025 - 33,967 - 33,717 -
1,006,209 3 1,083,176 4 1,373,210 4
1,026,084 3 886,241 3 777,704 2
572,017 2 452,079 1 797,986 3
207,570 1 196,036 1 208,404 1
44,817 - 27,730 - 15,684 -
6,499,722 21 6,310,765 21 7,045,305 22
54,037 - 65,387 46,470 -
10,871 - 12,826 - 17,098 -
406,691 2 441,009 2 421,736 1
1,546,514 5 1,315,478 5 1,773,522 6
32,988 - 39,940 - - -
2,051,101 7 1,874,640 7 2,258,826 7
8,550,823 28 8,185,405 28 9,304,131 29
3,000,000 10 3,000,000 10 3,000,000 10
6,129,405 20 6,129,405 20 6,129,405 19
4,056,853 13 4,056,853 14 3,640,263 11
788,877 3 788,877 3 788,877 2
8,983,440 29 7,541,356 25 8,186,495 26
13,829,170 45 12,387,086 42 12,615,635 39
(841,227) 3 37,852 - 1,013,800 3
22,117,348 72 21,554,343 72 22,758,840 71
$ 30,668,171 100 $ 29,739,748 100 $ 32,062,971 2100



YULON NISSAN MOTOR COMPANY, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)
(Reviewed, Not Audited)

For the Three Months Ended March 31

2017 2016
Amount % Amount %
OPERATING REVENUE (Note 28)
Sales (Note 4) $ 9,847,862 100 $ 9,490,820 100
Service revenue (Note 4) 786 - - -
Other operating revenue 8,165 - 12,062 -
Total operating revenue 9,856,813 100 9,502,882 100
OPERATING COSTS
Cost of goods sold (Notes 9, 21 and 28) 8,063,444 82 8,058,297 85
GROSS PROFIT 1,793,369 18 1,444,585 15
OPERATING EXPENSES (Notes 21 and 28)
Selling and marketing expenses 847,017 9 836,932 9
General and administrative expenses 100,355 1 110,999 1
Research and development expenses 143,313 1 114,044 1
Total operating expenses 1,090,685 11 1,061,975 11
OTHER OPERATING INCOME AND EXPENSES
(Note 21) 61 - - -
PROFIT FROM OPERATIONS 702,745 7 382,610 4
NON-OPERATING INCOME AND EXPENSES
Shares of profit of associates 1,357,990 14 1,047,059 11
Interest income (Note 4) 85,679 1 37,772 -
Gain on fair value changes of financial assets at fair
value through profit or loss, net 9,119 - 436 -
Other revenue 445 - 36 -
Foreign exchange loss, net (Note 21) (396,285) ()] (123,423) (D)
Loss on disposal of investment, net (Note 21) (8,841) - (12,607) -
Interest expenses (Note 28) (8,397) - (8,863) -
Overseas business expenses (Note 28) (3,441) - (3,489) -
Other losses (Note 28) (677) - (145) -
Total non-operating income and expenses 1,035,592 11 936,776 10
PROFIT BEFORE TAX 1,738,337 18 1,319,386 14
INCOME TAX EXPENSE (Notes 4 and 22) 296,292 3 227,023 3
NET PROFIT 1,442,045 15 1,092,363 11
(Continued)



YULON NISSAN MOTOR COMPANY, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)
(Reviewed, Not Audited)

For the Three Months Ended March 31

2017 2016
Amount % Amount %
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified subsequently to
profit or loss:
Share of the other comprehensive income of
associates accounted for using equity method $ - - $ 2 -
Remeasurement of defined benefit plans 47 - (51) -
Income tax relating to items that will not be
reclassified subsequently to profit or loss
(Notes 4 and 22) (8 - 9 -
39 - (40) -
Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating foreign
operations (879,079) 9) (288,661) (3)
Other comprehensive income for the period, net
of income tax (879,040) 9) (288,701) (3)
TOTAL COMPREHENSIVE INCOME $ 563,005 6 $ 803,662 _ 8
NET PROFIT ATTRIBUTABLE TO:
Owner of the Company $ 1,442,045 1 $ 1,092,363 _ 12
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Owner of the Company $ 563,005 6 $ 803,662 8
EARNINGS PER SHARE (Note 23)
Basic 4.81 3.64
Diluted 4.81 3.64
The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche review report dated May 12, 2017) (Concluded)



YULON NISSAN MOTOR COMPANY, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

BALANCE, JANUARY 1, 2016
Net profit for the three months ended March 31, 2016

Other comprehensive income for the three months ended March 31, 2016, net of
income tax

Total comprehensive income for the three months ended March 31, 2016
BALANCE, MARCH 31, 2016

BALANCE, JANUARY 1, 2017

Net profit for the three months ended March 31, 2017

Other comprehensive income for the three months ended March 31, 2017, net of
income tax

Total comprehensive income for the three months ended March 31, 2017

BALANCE, MARCH 31, 2017

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

(With Deloitte & Touche review report dated May 12, 2017)

Capital Stock

$ 3,000,000

$ 3,000,000

$ 3,000,000

$ 3,000,000

Capital Surplus

(Note 21)

$ 6,129,405

$ 6,129,405

$ 6,129,405

$ 6,129,405

Retained Earnings (Notes 21 and 22)

Other Equity

Legal Reserve

$ 3,640,263

$ 3,640,263

$ 4,056,853

$ 4,056,853

Special Reserve

$ 788,877
$ 788,877
$ 788,877
$ 788,877

Unappropriated

Earnings

$ 7,094,172

1,092,363

(40

1,092,323
$ 8,186,495
$ 7541356

1,442,045

39
1,442,084

$ 8,983,440

Exchange
Differences on
Translating

Foreign Operations

$ 1302461

(288,661)
(288,661)
$ 1,013,800

$ 37,852

(879,079)
(879,079)
$  (841,227)

Total Equity

$ 21,955,178

1,092,363

(288,701)
803,662

$ 22,758,840
$ 21,554,343

1,442,045

(879,040)

563,005

$ 22,117,348



YULON NISSAN MOTOR COMPANY, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation expenses
Amortization expenses
Gain on fair value changes of financial assets at fair value through
profit of loss, net
Interest expenses
Interest income
Share of profit of associates
Gain on disposal of property, plant and equipment, net
Loss on disposal of investment, net
Loss on foreign exchange, net
Net changes in operating assets and liabilities
Financial assets at fair value through profit or loss
Notes receivable - related parties
Trade receivables
Trade receivables - related parties
Other receivables
Inventories
Prepayments
Notes payable
Notes payable - related parties
Trade payables
Trade payables - related parties
Other payables
Provisions
Other current liabilities
Other non-current liabilities
Net defined benefit liabilities
Net cash generated from (used in) operations
Interest paid
Income tax paid

Net cash generated from (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received
Payment for property, plant and equipment (Note 24)
Proceeds from disposal of property, plant and equipment

For the Three Months Ended

March 31
2017 2016
$ 1,738,337 $ 1,319,386
123,046 115,157
1,133 1,177
(9,119) (436)
8,397 8,863
(85,679) (37,772)
(1,357,990) (1,047,059)
(61) -
8,841 12,607
358,073 73,833
301,262 (1,356,169)
(28,761) 5,226
(2,656) (14,003)
(123,477) (295,841)
20,744 25,852
(64) 756
(127,632) (173,659)
- (34,400)
(1,536) -
(20,942) (20,256)
(74,045) 320,427
137,145 (124,226)
184 8,324
17,087 (16,823)
(6,952) -
(34,271) (151,678)
841,064 (1,380,714)
(8,404) (8,863)
(7,258) (1,155)
825,402 (1,390,732)
76,178 19,075
(6,064) (96,969)
3,905 -

(Continued)



YULON NISSAN MOTOR COMPANY, LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

AND SUBSIDIARIES

Payments for computer software
Decrease in refundable deposits

Net cash generated from (used in) investing activities

For the Three Months Ended
March 31

2017 2016

$ - % (12,759)
- 23,464

$ 74,019 $ (67,189)

EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE

OF CASH HELD IN FOREIGN CURRENCIES (395,901) (108,588)
NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS 503,520 (1,566,509)
CASH AND CASH EQUIVALENTS, BEGINNING OF THE PERIOD 9,909,754 10,136,832

CASH AND CASH EQUIVALENTS, END OF THE PERIOD

$ 10,413,274 $ 8,570,323

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

(With Deloitte & Touche review report dated May 12, 2017)

(Concluded)



YULON NISSAN MOTOR COMPANY, LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE MONTHS ENDED MARCH 31, 2017 AND 2016
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)
(Reviewed, Not Audited)

1. GENERAL INFORMATION

Yulon Nissan Motor Company, Ltd. (the “Company,” the Company and its subsidiaries are collectively
referred to as the “Group”) is a business on research and development of vehicles and sales of vehicles.
The Company started its operations in October 2003, after Yulon Motor Co., Ltd. (“Yulon”) transferred its
sales, research and development businesses to the Company in October 2003 through a spin-off. The
Company’s spin-off from Yulon intended to increase Yulon’s competitive advantage and participation in
the global automobile network and to enhance its professional management. The spin-off date was
October 1, 2003.

Yulon initially held 100% equity interest in the Company but then transferred its 40% equity to Nissan
Motor Co., Ltd. (“Nissan”), a Japanese motor company, on October 30, 2003. The Company became
listed on December 21, 2004 after the initial public offering application of the Company was accepted by
the Taiwan Stock Exchange Corporation on October 6, 2004.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved by the Company’s board of directors on May 12,
2017.

3. APPLICATION OF NEW AND REVISED STANDARDS, AMENDMENTS AND
INTERPRETATIONS

a. Initial application of the amendments to the Regulations Governing the Preparation of Financial Reports
by Securities Issuers and the International Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), Interpretations of IFRS (IFRIC), and Interpretations of IAS (SIC)
endorsed and issued into effect by the FSC

Except for the following, whenever applied, the initial application of the amendments to the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and the IFRSs
endorsed and issued into effect by the FSC would not have any material impact on the Group’s
accounting policies:

Amendments to the Regulations Governing the Preparation of Financial Reports by Securities Issuers

The amendments include additions of several accounting items and requirements for disclosures of
impairment of non-financial assets as a consequence of the IFRSs endorsed and issued into effect by the
FSC. In addition, as a result of the post implementation review of IFRSs in Taiwan, the amendments
also include emphasis on certain recognition and measurement considerations and add requirements for
disclosures of related party transactions.



The amendments stipulate that other companies or institutions of which the chairman of the board of
directors or president serves as the chairman of the board of directors or the president, or is the spouse
or second immediate family of the chairman of the board of directors or president of the Group are
deemed to have a substantive related party relationship, unless it can be demonstrated that no control,
joint control, or significant influence exists. Furthermore, the amendments require the disclosure of
the names of the related parties and the relationship with whom the Group has transaction. If the
transaction or balance with a specific related party is 10% or more of the Group’s respective total
transaction or balance, such transaction should be separately disclosed by the name of each related

party.

When the amendments are applied retrospectively from January 1, 2017, the disclosures of related party
transactions are enhanced. Refer to Note 28 for related disclosures.

New IFRSs in issue but not yet endorsed and issued into effect by the FSC

The Group has not applied the following IFRSs issued by the IASB but not yet endorsed and issued into
effect by the FSC.

The FSC announced that IFRS 9 and IFRS 15 will take effect starting January 1, 2018. As of the date
the consolidated financial statements were authorized for issue, the FSC has not announced the effective
dates of other new IFRSs.

Effective Date

New IFRSs Announced by IASB (Note 1)
Annual Improvements to IFRSs 2014-2016 Cycle Note 2
Amendment to IFRS 2 “Classification and Measurement of January 1, 2018

Share-based Payment Transactions”
Amendments to [FRS 4“Applying IFRS 9 Financial Instruments with ~ January 1, 2018
IFRS 4 Insurance Contracts”
IFRS 9 “Financial Instruments” January 1, 2018
Amendments to IFRS 9 and IFRS 7 “Mandatory Effective Date of January 1, 2018
IFRS 9 and Transition Disclosures”
Amendments to IFRS 10 and TAS 28 “Sale or Contribution of Assets  To be determined by IASB
between an Investor and its Associate or Joint Venture”

IFRS 15 “Revenue from Contracts with Customers” January 1, 2018
Amendments to IFRS 15 - “Clarification to IFRS 15” January 1, 2018
IFRS 16 “Leases” January 1, 2019
Amendment to IAS 7 “Disclosure Initiative” January 1, 2017
Amendments to IAS 12 “Recognition of Deferred Tax Assets for January 1, 2017
Unrealized Losses”
Amendments to IAS 40 “Transfers of investment property” January 1, 2018
IFRIC 22 “Foreign Currency Transactions and Advance January 1, 2018
Consideration”

Note 1: Unless stated otherwise, the above New IFRSs are effective for annual periods beginning on
or after their respective effective dates.

Note 2: The amendment to IFRS 12 is retrospectively applied for annual periods beginning on or after
January 1, 2017; the amendment to IAS 28 is retrospectively applied for annual periods
beginning on or after January 1, 2018.

IFRS 16 “Leases”

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



Under IFRS 186, if the Group is a lesseg, it shall recognize right-of-use assets and lease liabilities for all
leases on the consolidated balance sheets except for low-value and short-term leases. The Group may
elect to apply the accounting method similar to the accounting for operating lease under 1AS 17 to the
low-value and short-term leases. On the consolidated statements of comprehensive income, the Group
should present the depreciation expense charged on the right-of-use asset separately from interest
expense accrued on the lease liability; interest is computed by using effective interest method. On the
consolidated statements of cash flows, cash payments for the principal portion of the lease liability are
classified within financing activities; cash payments for interest portion are classified within operating
activities.

The application of IFRS 16 is not expected to have a material impact on the accounting of the Group as
lessor.

When IFRS 16 becomes effective, the Group may elect to apply this Standard either retrospectively to
each prior reporting period presented or retrospectively with the cumulative effect of the initial
application of this Standard recognized at the date of initial application.

Except for the above impact, as of the date the consolidated financial statements were authorized for issue,
the Group is continuously assessing the possible impact that the application of other standards and
interpretations will have on the Group’s financial position and financial performance, and will disclose the
relevant impact when the assessment is completed.

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICY

Statement of Compliance

This interim consolidated financial statements has been prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and IAS 34, “Interim Financial
Reporting” as endorsed by the FSC. Disclosure information included in these interim consolidated
financial statements is less than the disclosure information required in a complete set of annual financial
statements.

Basis of Preparation

The consolidated financial statements have been prepared on the historical cost basis except for financial
instruments which are measured at fair values.

The fair value measurements are grouped into Levels 1 to 3 based on the degree to which the fair value
measurement inputs are observable and the significance of the inputs to the fair value measurement in its
entirety, which are described as follows:

a. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities;

b. Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

c. Level 3 inputs are unobservable inputs for the asset or liability.

Classification of Current and Non-current Assets and Liabilities

Current assets include cash, cash equivalents, assets held for trading purposes and assets that are expected
to be converted into cash or consumed within one year from the balance sheet date; assets other than current

assets are non-current assets. Current liabilities include liabilities due to be settled within one year from
the balance sheet date; liabilities other than current liabilities are non-current liabilities.
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Basis of Consolidation

The consolidated financial statements incorporate the financial statements of the Company and the entities
controlled by the Company (i.e. its subsidiaries).

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by the Group.

All intra-group transactions, balances, income and expenses are eliminated in full upon consolidation.

See Note 10 and Table 5 for the detailed information of subsidiaries (including the percentage of ownership
and main business).

Foreign Currencies

The financial statements of each individual group entity are presented in its functional currency, which is
the currency of the primary economic environment in which the entity operates. The consolidated
financial statements are presented in the Company’s functional currency, New Taiwan dollars (NTS).
Upon preparing the consolidated financial statements, the operations and financial positions of each
individual entity are translated into New Taiwan dollars.

In preparing the financial statements of each individual group entity, transactions in currencies other than
the entity’s functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the
dates of the transactions. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Exchange differences on monetary items
arising from settlement or translation are recognized in profit or loss in the period in which they arise.
Non-monetary items that are measured at historical cost in foreign currencies are not retranslated.

The foreign currency financial statements of the foreign associates accounted for using equity method
prepared in their functional currencies are translated into New Taiwan dollars at the following exchange
rates: Assets and liabilities - period-end rates; profit and loss - average rates for the period; equity -
historical rate. Exchange differences arising are recognized in other comprehensive income.

For the purposes of presenting consolidated financial statements, the assets and liabilities of the Group’s
foreign operations are translated into New Taiwan dollars using exchange rates prevailing at the end of each
reporting period. Income and expenses items are translated at the average rates for the period;
stockholders’ equity items are translated using historical rate. Exchange differences arising are recognized
in other comprehensive income.

Inventories

Inventories are stated at the lower of cost or net realizable value. Inventory write-downs are made by
item, except where it may be appropriate to group similar or related items. Net realizable value is the
estimated selling price of inventories less all estimated costs of completion and costs necessary to make the
sale. Inventories are recorded at weighted-average cost on the balance sheet date.

Investment in Associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor
in a joint venture.

The Group uses the equity method to account for its investments in associates. Under the equity method,
an investment in an associate is initially recognized at cost and adjusted thereafter to recognize the Group’s
share of the profit or loss and other comprehensive income of the associate. The Group also recognizes
the change in the Group’s share of equity of associates.

-11 -



When the Group’s share of losses of an associate equals its interest in that associate, the Group discontinues
recognizing its share of further losses. Additional losses and liabilities are recognized only to the extent
that the Group has incurred legal obligations, or constructive obligations, or made payments on behalf of
that associate.

Investments accounted for using equity method are assessed for indicators of impairment at the end of each
reporting period. When there is objective evidence that the investments accounted for using equity
method has been impaired, the impairment losses are recognized in profit or loss.

Property, Plant and Equipment

Property, plant and equipment are stated at cost, less subsequent accumulated depreciation and subsequent
accumulated impairment loss.

The Group depreciates molds and dies on the basis of estimated unit sold. Other property, plant and
equipment are depreciated by using straight-line method. The estimated sales volume, useful lives,
residual values and depreciation method of an asset are reviewed at the end of each reporting period, with
the effect of any changes in estimate accounted for on a prospective basis.

On derecognition of an item of property, plant and equipment, the difference between the sales proceeds
and the carrying amount of the asset is recognized in profit or loss.

Computer Software

Computer software is stated at cost, less subsequent accumulated amortization and subsequent accumulated
impairment loss. The amortization is recognized on a straight-line basis over 3 years. The estimated
useful lives, residual values and amortization method are reviewed at the end of each reporting period, with
the effect of any changes in estimate accounted for on a prospective basis. The residual value of computer
software shall be assumed to be zero unless the Group expects to dispose of the asset before the end of its
economic life.

Impairment of Assets

When the carrying amount of property, plant and equipment and computer software exceeds its recoverable
amount, the excess is recognized as an impairment loss. When an impairment loss is subsequently
reversed, the carrying amount of the asset is increased to the revised estimate of its recoverable amount, but
only to the extent of the carrying amount that would have been determined had no impairment loss been
recognized for the asset in prior years. A reversal of an impairment loss is recognized in profit or loss.

Financial Instruments

Financial assets and financial liabilities are recognized when the Group becomes a party to the contractual
provisions of the instruments.

Financial assets and financial liabilities are initially recognized at fair values. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognized immediately in profit or loss.
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a. Financial assets

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

1) Measurement category
a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are stated at fair value, with any gains or
losses arising on remeasurement recognized in profit or loss. The net gain or loss recognized
in profit or loss does not incorporate any dividend or interest (included dividend or interest
received in the investment year) earned on the financial asset. Please refer to Note 27 for the
method of determining fair value.

b) Loans and receivables

Loans and receivables are non-derivative financial assets, with fixed or determinable payments
that are not quoted in an active market. Loans and receivables are measured at amortized cost
using the effective interest method, less any impairment, except for short-term receivables when
the effect of discounting is immaterial.

Cash equivalents include time deposits and repurchase agreements collateralized by bonds with
original maturities within 3 months from the date of acquisition, which are highly liquid, readily
convertible to a known amount of cash, and are subject to an insignificant risk of change in
value. These cash equivalents are held for the purpose of meeting short-term cash
commitments.

2) Impairment of financial assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of
impairment at the end of each reporting period. Financial assets are considered to be impaired
when there is objective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash flows of the investment have been
affected.

For financial assets carried at amortized cost, such as trade receivables and other receivables, such
assets are assessed for impairment on a collective basis even if they were assessed not to be
impaired individually.

For financial assets carried at amortized cost, the amount of the impairment loss recognized is the
difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the financial asset’s original effective interest rate.

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognized, the previously recognized impairment loss is reversed through profit or
loss to the extent that the carrying amount of the investment at the date the impairment is reversed
does not exceed what the amortized cost would have been had the impairment not been recognized.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables and other receivables, where the carrying
amount is reduced through the use of an allowance account. When a trade receivable and other
receivables are considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance account.
Changes in the carrying amount of the allowance account are recognized in profit or loss.

-13-



3) Derecognition of financial assets
The Group derecognizes a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another party.
b. Financial liabilities
1) Subsequent measurement
All the financial liabilities are measured at amortized costs using the effective interest method.
2) Derecognition of financial liabilities
The Group derecognizes a financial liability only when the obligation specified in the contract is
discharged, cancelled, or expired. The difference between the carrying amount of the financial
liability derecognized and the consideration paid, including any non-cash assets transferred or
liabilities assumed, is recognized in profit or loss.
Provisions
a. Inventory purchase commitment
Where the Group has a commitment under which the unavoidable costs of meeting the obligations
under the commitment exceed the economic benefits expected to be received from the commitment.
The present obligations arising under such commitment are recognized and measured as provisions.
b. Warranties
Provisions for the expected cost of warranty obligations are recognized at the date of sale of the relevant
products, at the best estimate of the expenditure required to settle the Group’s obligation by the
management of the Group.
Revenue Recognition
Revenue is measured at the fair value of the consideration received or receivable.
a. Sale of goods
Revenue from the sale of goods is recognized when the goods are delivered and titles have passed.

b. Rendering of services

Revenue from a contract to provide services is recognized by reference to the stage of completion of the
contract.

¢. Dividend and interest income

Dividend income from investments is recognized when the stockholder’s right to receive payment has
been established.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable.
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Employee Benefit
a. Short-term employee benefits

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

b. Retirement benefits

Payments to defined contribution retirement benefit plans are recognized as an expense when
employees have rendered service entitling them to the contributions.

Defined benefit costs (including service cost, net interest and remeasurement) under the defined benefit
retirement benefit plans are determined using the projected unit credit method. Service cost and net
interest on the net defined benefit liability are recognized as employee benefits expense in the period
they occur. Remeasurement, comprising actuarial gains and losses, and the return on plan assets
(excluding interest), is recognized in other comprehensive income in the period in which it occurs.
Remeasurement recognized in other comprehensive income is reflected immediately in retained
earnings and will not be reclassified to profit or loss.

Net defined benefit liability represents the actual deficit in the Group’s defined benefit plan.

Pension cost for an interim period is calculated on a year-to-date basis by using the actuarially
determined pension cost rate at the end of the prior financial year, adjusted for significant market
fluctuations since that time and for significant plan amendments, settlements, or other significant
one-off events.

c. Termination benefits
A liability for a termination benefit is recognized at the earlier of when the Group can no longer
withdraw the offer of the termination benefit and when the Group recognizes any related restructuring
costs.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

a. Current tax
Current taxable payable depends on current tax income. Taxable income is different from the net
income before tax on the consolidated statement of comprehensive income for the reason that partial
revenue and expenses are taxable or deductible items in other period, or not the taxable or deductible
items according to related Income Tax Law. The Group’s current tax liabilities are calculated by the
legislated tax rate on balance sheet date.
Income tax of the interim period is assessed based on one-year period. The income tax expense is
calculated using income before tax of the interim period based on the applicable tax rate of the expected
total earnings of the year.
According to the Income Tax Law, an additional tax at 10% of unappropriated earnings is provided for
as income tax in the year the stockholders approve to retain the earnings as the status of appropriations

of earnings is uncertain.

Adjustments of prior years’ tax liabilities are added to or deducted from the current year’s tax provision.
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b. Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities in the consolidated financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally recognized for all taxable
temporary differences. Deferred tax assets are generally recognized for all deductible temporary
differences to the extent that it is probable that taxable profits will be available against which those
deductible temporary differences can be utilized.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in
associates, except where the Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or
part of the asset to be recovered. A previously unrecognized deferred tax asset is also reviewed at the
end of each reporting period and recognized to the to the extent that it has become probable that future
taxable profit will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in
which the liability is settled or the asset realized.

c. Current and deferred tax for the year

Current and deferred tax are recognized in profit or loss, except when they relate to items that are
recognized in other comprehensive income, in which case, the current and deferred taxes are also
recognized in other comprehensive income.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, management is required to make judgments, estimates
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience and other factors
that are considered relevant.  Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

The following are the key assumptions and other key sources of estimation uncertainty at the end of the
reporting period.

a. Property, plan