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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
Pou Chen Corporation

We have audited the accompanying balance she@wswChen Corporation (the “Company”) as of
December 31, 2012 and 2011, and the related statena# income, changes in stockholders’
equity, and cash flows for the years then endechese financial statements are the responsibility
of the Company’s management. Our responsibilityoigxpress an opinion on these financial
statements based on our audits. As mentioned ite N4 to the accompanying financial
statements, the 2012 and 2011 financial statenaéisien Chen Investment Holding Co., Ltd., an
investee of the Company accounted for under thé&yemethod, were audited by other auditors.
Our opinion, insofar as it relates to Ruen Cher$étment Holding Co., Ltd., is based solely on the
report of other auditors. As of December 31, 284@ 2011, the carrying value of such long-term
investment was 11.05% ($10,003,861 thousand) ar@B%® ($8,939,565 thousand) of the total
assets, respectively. For the years ended DeceBihe2012 and 2011, the investment income
recognized under the equity method was 14.78% 231633 thousand) and 13.27% ($805,060
thousand) of the income before income tax, respelgti

We conducted our audits in accordance with the KRumverning the Audit of Financial
Statements by Certified Public Accountants and tmglistandards generally accepted in the
Republic of China. Those rules and standards redat we plan and perform the audit to obtain
reasonable assurance about whether the finanatehstnts are free of material misstatement. An
audit includes examining, on a test basis, evidesngporting the amounts and disclosures in the
financial statements. An audit also includes assgsthe accounting principles used and
significant estimates made by management, as wedlvaluating the overall financial statement
presentation. We believe that our audits and dp®nt of other auditors provide a reasonable
basis for our opinion.

In our opinion, based on our audits and the repbrbther auditors, the financial statements
referred to above present fairly, in all materedpects, the financial position of the Companyfas o
December 31, 2012 and 2011, and the results op#sations and its cash flows for the years then
ended in conformity with the Guidelines Governirte tPreparation of Financial Reports by
Securities Issuers, requirements of the Businessodwding Law and Guidelines Governing

Business Accounting relevant to financial accountistandards, and accounting principles
generally accepted in the Republic of China.



We have also audited the consolidated financig¢stants of the Company and its subsidiaries for
the years ended December 31, 2012 and 2011 (notnpemied herein) on which we have issued
our report with a modified unqualified opinion, pestively, thereon dated March 27, 2013.

March 27, 2013

Notice to Readers

The accompanying financial statements are interadg to present the financial position, results

of operations and cash flows in accordance withoaating principles and practices generally

accepted in the Republic of China and not thoseryf other jurisdictions. The standards,

procedures and practices to audit such financiatesnents are those generally accepted and
applied in the Republic of China.

For the convenience of readers, the independentastdreport and the accompanying financial
statements have been translated into English fiwrotiginal Chinese version prepared and used
in the Republic of China. If there is any confligtween the English version and the original
Chinese version or any difference in the interptietaof the two versions, the Chinese-language
independent auditors’ report and financial statetseshall prevail.



POU CHEN CORPORATION

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

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 2 and 4)
Available-for-sale financial assets, current (Nd&eand 6)
Notes receivable (Notes 2 and 7)
Notes receivable from affiliates (Notes 2, 7 an§l 29
Accounts receivable (Notes 2 and 8)
Accounts receivable from affiliates (Notes 2, 8 29
Other receivables (Note 29)
Inventories (Notes 2 and 9)
Other current assets

Total current assets

FUNDS AND LONG-TERM INVESTMENTS

Financial assets carried at cost, noncurrent (Ndtsd 10)

Investments accounted for by the equity method €blat
and 11)
Investments in real estate (Notes 2 and 12)

Total funds and long-term investments

PROPERTY, PLANT AND EQUIPMENT (Notes 2, 13 and 29)

Cost
Revaluation increment

Less accumulated depreciation
Prepayments for equipment

Property, plant and equipment

OTHER ASSETS (Notes 2 and 14)

TOTAL

2012

2011

Amount

$ 2,277,920
3,723,007
20,660

302

91,536
1,439,146
167,596
150,447
34,042

7,904,656

60,000

75,936,525
299,685

76,296,210
5,791,047
282,505
6,073,552

(2,423,189)
3,650,363

2,635,635

$ 90,486,864

The accompanying notes are an integral part ofitlaecial statements.

(With Deloitte & Touche audit report dated March 2013)

Amount

$ 202,213
3,282,473
5,424
43,887
87,975
1,302,578
202,489
175,754
26,702

5,329,495

60,000

70,600,462
187,371

70,847,833
5,895,638
282,244
6,177,882
(2,396,524)
130
3,781,488

2,622,511

$ 82,581,327

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES
Short-term loans (Note 15)
Short-term bills payable (Note 16)
Financial liabilities at fair value through profit loss,
current (Notes 2 and 5)
Hedging derivative liabilities, current (Notes r2da28)
Notes payable
Notes payable to affiliates (Note 29)
Accounts payable
Accounts payable to affiliates (Note 29)
Income tax payable (Notes 2 and 26)
Other payables (Note 17)
Current portion of long-term liabilities (Note 18)
Deferred income tax liabilities, current (Noteartl 26)
Other current liabilities

Total current liabilities

LONG-TERM LIABILITIES
Long-term debt (Note 18)
Hedging derivative liabilities, noncurrent (No2sand 28)

Total long-term liabilities
RESERVE FOR LAND VALUE INCREMENT TAX (Note 13)

OTHER LIABILITIES
Accrued pension cost (Notes 2 and 19)
Guarantee deposits received
Others (Notes 2 and 20)

Total other liabilities
Total liabilities

STOCKHOLDERS' EQUITY
Capital stock (Note 21)
Capital surplus (Notes 2 and 23)
Retained earnings (Note 23)
Cumulative translation adjustments (Note 2)
Net loss not recognized as pension cost (No&sd219)
Unrealized loss on financial instruments (Note 2)
Unrealized revaluation increment
Treasury stock (Notes 2 and 24)

Total stockholders' equity

TOTAL

2012 2011
Amount Amount %
$ 87,165 $ 3,750,000 4
- 499,133 1
28,809 - 16,998 -
5,430 - 22,901 -
19,339 - 35,704 -
38,182 - 25,843 -
1,139,699 1 1,050,941 1
90,910 - 102,747 -
597,872 1 456,917 1
923,511 1 753,835 1
5,000,000 6 - -
678,727 1 461,366 1
33,990 - 23,057 -
8,643,634 10 7,199,442 9
17,500,000 19 17,000,000 20
- - 11,450 -
17,500,000 9 17,011,450 0
86,547 - 86,547 -
954,581 1 779,728
3,452 - 3,452
52,177 90,762
1,010,210 873,942
27,240,391 25,171,381
29,431,849 29,241,469
9,040,448 8,556,321
29,228,074 22,895,905
(4,001,864) (2,154,982)
(259,786) (114,235)
(173,440) (993,798)
134,641 134,641
(153,449) (155,375)
63,246,473 57,409,946
$ 90,486,864 $ 82,581,327



POU CHEN CORPORATION

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011

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

2012 2011
Amount % Amount %
GROSS SALEAND REVENUES EARNED (Notes
and 29) $ 10,933455 100 $ 13,073,008 100
LESS SALES RETURNS AND ALLOWANCES (16,680) - (21,009) -
NET SALES AND REVENUES EARNED 10,916,775 100 13,051,999 100
COST OF GOODS SOLD (Note 29) 8,066,394 74 10,003,910 77
GROSS PROFIT 2,850,381 26 3,048,089 23
(UNREALIZED) REALIZED GROSS PROFIFROM
INTER-AFFILIATE TRANSACTIONS (Note 2) (710) - 2,341 -
REALIZED GROSS PROFIT 2,849,671 26 3,050,430 23
OPERATING EXPENSES
Selling expenses 98,484 1 134,288 1
General and administrative expenses (Note 24) 1,710,942 16 1,826,740 14
Research and development expenses 942,833 8 879,826 7
Total operating expenses 2,752,259 25 2,840,854 22
INCOME FROM OPERATIONS 97,412 1 209,576 1
NON-OPERATING INCOME
Interest income (Note 29) 5,470 - 11,476 -
Investment income recognized under equity method
(Note 11) 11,814,297 108 5,740,188 44
Dividend income 137,728 1 144,516 1
Gain on disposal of property, plant and equipment
and leased-out assets (Note 29) 4,540 - 5,528 -
Gain on disposal of investments (Note 11) 1,145 - 3,258 -
Foreign exchange gain, net - - 87,971 1
Rental income (Note 29) 168,791 1 166,013 1
Reversal of provision for doubtful accounts 600 - 1,024 -
Valuation gain on financial assets, net (Note 5) 1,561 - - -
Others 62,143 1 91,631 1
Total non-operating income 12,196,275 111 6,251,605 48
(Continued)



POU CHEN CORPORATION

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

2012 2011
Amount % Amount %
NON-OPERATING EXPENSES
Interest expense $ 361,969 3 $ 298,252 2
Loss on disposal of property, plant and equipment
and leased-out assets (Note 29) 2,486 - 902 -
Foreign exchange loss, net 45,482 - - -
Impairment loss (Notes 2 and 11) 843,299 8 - -
Valuation loss on financial liabilities, net (Ndig 11,001 - 30,939 -
Others 60,314 1 66,421 1
Total non-operating expenses 1,324,551 12 396,514 3
INCOME BEFORE INCOME TAX 10,969,136 100 6,064,667 46
INCOME TAX EXPENSE (Notes 2 and 26) (812,801) (7) (257,944) (2)
NET INCOME $ 10,156,335 93 $ 5,806,723 44
2012 2011
Before After Before After
Income Income Income Income
Tax Tax Tax Tax

BASIC EARNINGS PER SHARE (Notes2and 27) $ 3.74 $ 347 $ 210 $ 201

DILUTED EARNINGS PER SHARE (Notes 2 and 27) $ 3.68 $ 341 $ 2.06 $ 1.98

Pro-forma information assuming common shares ofGbmpany held by its subsidiaries were not treated
treasury stock:

2012 2011
NET INCOME $ 10,169,62 $ 5.,819.,00
2012 2011
Before After Before After
Income Income Income Income
Tax Tax Tax Tax

BASIC EARNINGS PER SHARE (Notes2and 27) $ 3.74 $ 3.46 $ 210 $ 201

DILUTED EARNINGS PER SHARE (Notes 2 and 27) $ 3.6¢ $ 3.4C 2.0¢ 1.97
The accompanying notes are an integral part ofitla@cial statements.
(With Deloitte & Touche audit report dated March 2013) (Concluded)
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POU CHEN CORPORATION

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

BALANCE, JANUARY 1, 2011
Appropriation of 2010 earnings (Note 23)
Legal reserve
Special resen
Cash dividends
Execution of employee stock warrants (Note 22)
Cash dividends received by subsidiaries

Effect of changes of ownership interest in investee

Translation adjustments on foreign I-term equity
investments

Change in net loss not recognized as pensiot
Unrealized loss on available-for-sale financiakass

Investee's unrealized loss on available-for-sale
financial assets

Unrealized gain on cash flow hedge financial liapil

Compensation cost of transfer treasury stocl
employees (Note 24)

Transfer of treasury stock - 43,300 thousand shares

(Note 24)
Net incom: for 2011
BALANCE, DECEMBER 31, 2011
Appropriation of 2011 earnings (Note 23)

Legal reserve

Special resen

Cash dividends
Execution of employee stock warrants (Note 22)
Cash dividends received by subsidiaries

Effect of changes of ownership interest in inves

Translation adjustments on foreign long-term equity
investments

Change in net loss not recognized as pension cost
The treasury stock resold by the subsidiaries (Rdje
Unrealized gain on availal-for-sale financial asse

Investee's unrealized gain on available-for-sale
financial assets

Unrealized gain on cash flow hedge financial ligil
Net income for 2012

BALANCE, DECEMBER 31, 201

Capital Surplus Other Equity
Additional Additional Unrealized
Paid-in Paid-in Long-term Retained Earnings Cumulative Net Loss Not Gain (Loss) on Unrealized
Capital of Capital of Bonds Employee Stock Equity Unappropriated Translation Recognized as Financial Revaluation
Capital Stock Common Stock Conversion Treasury Stock Options Investments Legal Reserve Special Reserve Earnings Adjustments Pension Cost Instruments Increment Treasury Stock Total
$ 28,997,559 $ 812,890 $ 1,447,492 $ 1,453,564 $ - $ 4,349,166 $ 5,950,686 $ 398,368 $ 14,220,651 $ (4563,813) $ (57,341) $ 1,202,722 $ 134,641 $ (1,241,416) $ 53,105,169
- - - - - - 789,561 - (789,561) - - - - - -
- - - - - - - 2,885,42. (2,885,42) - - - - - -
- - - - - - - - (3,480,523) - - - - - (3.480,523)
243910 - - - - - - - - - - - - - 243,910
- - - 12,278 - - - - - - - - - - 12,278
- - - - - 371,250 - - - - - - - - 371,250
- - - - - - - - - 2,408,831 - - - - 2,408,831
- - - - - - - - - - (56,894 - - - (56,89:)
- - - - - - - - - - - (298,376) - - (298,376)
- - - - - - - - - - - (1,936,312) - - (1,936,312)
- - - - - - - - - - - 38,168 - - 38,168
- - - - 257,635 - - - - - - - - - 257,635
- - - 109,681 (257,635) - - - - - - - - 1,086,041 938,087
- - - - - - - - 5,806.72: - - - - - 5,806,72
29,241,469 812,890 1,447,492 1,575,523 - 4,720,416 6,740,247 3,283,792 12,871,866 (2,154,982) (114,235) (993,798) 134,641 (155,375) 57,409,946
- - - - - - 580,672 - (580,672) - - - - - -
- - - - - - - (155,41°) 155,417 - - - - - -
- - - - - - - - (3,824,166) - - - - - (3,824,166)
190,380 4,800 - - - - - - - - - - - - 195,180
- - - 13,294 - - - - - - - - - - 13,294
- - - - - 463 43( - - - - - - - - 463,431
- - - - - - - - - (1,846,882) - - - - (1,846,882)
- - - - - - - - - - (145,551) - - - (145,551)
- - - 2,597 - - - - - - - 1,746 - 1,926 6,269
- - - - - - . - . - - 440,53« - - 440,53
- - - - - - - - - - - 349,157 - - 349,157
- - - - - - - - - - - 28,921 - - 28,921
- - - - - - - - 10,156,335 - - - - - 10,156,335
$ 29,431,84 $ 817,69( $ 1,447.49 $ 159141 $ - $ 5,183,885 $ 732091 $ 312837 $ 18,778,78 $ (4,001,86) $ 259,78¢) $ 173,44() $ 134.,64. $ 15344¢) $ 63,246,47

The accompanying notes are an integral part ofiticial statements.

(With Deloitte & Touche audit report dated March 2913)




POU CHEN CORPORATION

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

2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 10,156,335 $ 5,806,723
Adjustments to reconcile net income to net caskigea by operating
activities
Depreciation 260,127 296,084
Amortization 23,003 36,060
Impairment loss 843,299 -
Reversal of bad debts (600) (1,024)
Investment income recognized under equity method (11,814,297) (5,740,188)
Cash dividends received from investees under equiyhod 3,248,157 4,717,912
Unrealized (realized) gross profit from inter-a#te transactions 710 (2,341)
Net gain on disposal of property, plant and equipnaad
leased-out assets (2,054) (4,626)
Valuation gain on financial assets (1,561) -
Valuation loss on financial liabilities 11,001 30,939
Compensation cost of treasury stock transfer to@yeps - 257,635
Gain on disposal of investments (1,145) (3,258)
Net changes in operating assets and liabilities
Financial instruments at fair value through profitoss, current 2,371 (11,584)
Notes receivable (15,236) (3,401)
Notes receivable from affiliates 43,585 (38,116)
Accounts receivable (2,961) 7,556
Accounts receivable from affiliates (136,568) 463,657
Other receivables 34,893 46,415
Inventories 25,307 138,217
Other current assets (3,724) 16,257
Deferred income tax asset, noncurrent (4,972) (4,696)
Income tax prepayment 3,467 -
Notes payable (16,365) (2,650)
Notes payable to affiliates 12,339 (22,948)
Accounts payable 88,758 (615,551)
Accounts payable to affiliates (11,837) (100,696)
Income tax payable 140,955 25,626
Other payables 162,600 108,585
Deferred income tax liabilities, current 217,361 11,476
Other current liabilities 10,933 (2,109)
Accrued pension cost 29,302 28,221
Net cash provided by operating activities 3,303,183 5,438,175
(Continued)



POU CHEN CORPORATION

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

2012 2011
CASH FLOWS FROM INVESTING ACTIVITIES
Increase in investments accounted for by the eauoéthod $ (324,398) $ (8,517,171)
Proceeds from reduction of capital from investmertisounted for by
the equity method 599,000 76,961
Cash dividends from reduction of capital surplasrfinvestments
accounted for by the equity method 316,901 -
Proceeds from disposal of investments accountellyftine equity
method 742,401 50,547
Increase in financial assets carried at cost, noect - (60,000)
Acquisitions of property, plant and equipment (155,956) (93,830)
Acquisitions of real estate (112,314) -
Acquisitions of leased assets (1,057) (914)
Proceeds from disposal of property, plant and egeigt 9,696 18,119
Proceeds from disposal leased assets - 25,378
(Increase) decrease in refundable deposits (98) 96
Increase in deferred charges (10,697) (54,454)
Net cash provided by (used in) investing activities 1,063,478 (8,555,268)
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in short-term loans (3,662,835) (89,000)
(Decrease) increase in short-term bills payable (499,133) 499,133
Increase in long-term debt 5,500,000 4,875,000
Cash dividends (3,824,166) (3,480,523)
Execution of employee stock warrants 195,180 243,910
Transfer treasury stock to employees - 938,087
Net cash (used in) provided by financing activities (2,290,954) 2,986,607
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 2,075,707 (130,486)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 202,213 332,699
CASH AND CASH EQUIVALENTS, END OF YEAR $ 2277920 $ 202,213
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the year
Interest (excluding interest capitalized) $ 354,431 $ 267,995
Income tax $ 457,480 $ 225,538
SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING AND
FINANCING ACTIVITIES
Current portion of long-term liabilities $ 5,000,000 $ -
Unrealized gain (loss) on available-for-sale finahassets $ 440,534 $  (298,376)
(Continued)



POU CHEN CORPORATION

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

2012 2011

Investee's unrealized gain (loss) on availablestde-financial assets  $ 349,157 $ (1,936,312)

Unrealized gain on cash flow hedge financial lidibi $ 28,921 $ 38,168
Effect of changes in ownership interest in investee $ 463,436 $ 371,250
Cash dividend received by subsidiaries $ 13,294 $ 12,278
Adjustment of stockholder's equity from treasugc&tresold by the

subsidiaries $ 6,269 $ -
Translation adjustments on foreign long-term eqintestments $ (1,846,882) $ 2,408,831
Adjustments on capital surplus from treasury stioaksfer to

employees $ - $ 109,681

CASH PAID DURING THE YEAR FOR ACQUISITIONS OF
PROPERTY, PLANT AND EQUIPMENT

Fair value of property, plant and equipment acqlire $ 163,032 $ 98,424
Add payables for acquisitions of property, pland aquipment at

beginning of year 15,922 11,328
Less payables for acquisitions of property, plamt equipment at end

of year (22,998) (15,922)
Cash paid during the year for acquisitions of propglant and

equipment $ 155,956 $ 93,830

The accompanying notes are an integral part ofitla@cial statements.

(With Deloitte & Touche audit report dated March 2013) (Concluded)



POU CHEN CORPORATION

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

1. ORGANIZATION AND OPERATIONS

Pou Chen Corporation (the “Company”) was incorpmitah the Republic of China ("ROC”) in September
1969. The Company is located in Changhwa Coungjwdn, and currently has one factory and nine
trade departments. The Company’s business aesviticlude manufacturing and sales of various kafds
shoes, and import and export of related produaisnasterials. The Company also invests signifigaint!
shoes and electronics industries to diversify iisitiess operation. As a result, investment incbas
become the Company’s major source of revenue.

Pou Chen invested in Yue Yuen Industrial (Holdingshited (“Yue Yuen”) and other footwear - related
companies through Wealthplus Holdings Limited. YYaen and Pou Sheng International (Holdings)
Limited (“Pou Sheng”), a subsidiary of Yue Yuengdisted on Hong Kong Exchange and Clearing
Limited.

In January 1990, the Company started to tradedtks on the Taiwan Stock Exchange.

As at December 31, 2012 and 2011, there were 30848,060 employees of the Company, respectively.

2. SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have begmaprd in conformity with the Guidelines Governing

the Preparation of Financial Reports by Securitigsuers, Business Accounting Law, Guidelines
Governing Business Accounting, and accounting jlas generally accepted in the ROC. For readers
convenience, the accompanying financial statemeat® been translated into English from the original
Chinese version prepared and used in the ROC .ncdinisistencies arise between the English versidn an
the Chinese version or if differences arise in ititerpretations between the two versions, the Gaine

version of the financial statements shall prevail.

Significant accounting policies are summarizedodiews:
Foreign Currencies

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

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

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

coow

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

Non-derivative foreign currency transactions amdrded in New Taiwan dollars at the rates of exgkdn

effect when the transactions occur. Exchange reiffees arising from settlement of foreign-currency
assets and liabilities are recognized in profioss.

-10 -



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

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

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

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

If the functional currency of an equity-method istee is a foreign currency, translation adjustmeuilts
result from the translation of the investee’s ficiahstatements into the reporting currency ofGloenpany.
Such adjustments are accumulated and reportedegsasate component of shareholders’ equity.

Accounting Estimates

Under above guidelines, law and principles, cergstimates and assumptions have been used for the
allowance for doubtful accounts, allowance for lass inventories, depreciation and impairment of
property, plant and equipment, amortization expgnseome tax, pension cost, bonuses to employees,
directors and supervisors, etc. Actual results diigr from these estimates.

Current/Noncurrent Assets and Liabilities

Current assets include cash and cash equivalerdghase assets held primarily for trading purpase®

be realized, sold or consumed within one year ftbm balance sheet date. All other assets such as
property, plant and equipment and other assetsclassified as noncurrent. Current liabilities are
obligations incurred for trading purposes or tosbétled within one year from the balance sheet dafdi

other liabilities are classified as noncurrent.

Cash Equivalents

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

Financial Instruments at Fair Value through Profit or Loss

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

A financial asset is derecognized when the Comgeaagy lost control of its contractual rights over the
financial asset. A financial liability is derecoged when the obligation specified in the relevemttract

is discharged, cancelled or expired.

Financial instruments at FVTPL are initially measiat fair value plus transaction costs. At eadhrre
sheet date subsequent to initial recognition, ierassets or financial liabilities at FVTPL asmeasured
at fair value, with changes in fair value recogdizrectly in profit or loss in the year in whichety arise.
Cash dividends received subsequently (includingdheceived in the year of investment) are receghiz
as income for the year. On derecognition of arfoi@ asset or a financial liability, the differenc
between its carrying amount and the sum of theideration received and receivable or considergtad
and payable is recognized in profit or loss. Adbular way purchases or sales of financial assets a
recognized and derecognized on a trade date basis.
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A derivative that does not meet the criteria fodde accounting is classified as a financial asset o
financial liability held for trading. If the faivalue of the derivative is positive, the derivatiige
recognized as a financial asset; otherwise, theatere is recognized as a financial liability.

Fair values of financial assets and financial liabs at the balance sheet date are determinddilas/s:
Publicly traded stocks - at closing prices; oped-erutual funds - at net asset values; and finaasséts
and financial liabilities without quoted prices @m active market - at values determined using valua
techniques.

Available-for-sale Financial Assets

Available-for-sale financial assets are initiallgasured at fair value plus transaction costs treatiaectly
attributable to the acquisition. At each balandeees date subsequent to initial recognition,
available-for-sale financial assets are remeasatddir value, with changes in fair value recogdiie
equity until the financial assets are disposedabfywhich time, the cumulative gain or loss previgus
recognized in equity is included in profit or loks the year. All regular way purchases or sales o
financial assets are recognized and derecognizedii@ae date basis.

The recognition, derecognition and the fair valasds of available-for-sale financial assets areséime
with those of financial assets at FVTPL.

Cash dividends are recognized on the ex-dividengt, dexcept for dividends distributed from the

pre-acquisition profit, which are treated as a o#ida of investment cost. Stock dividends are not
recognized as investment income but are recordednaimcrease in the number of shares. The total
number of shares subsequent to the increase idarsegtalculation of cost per share.

An impairment loss is recognized when there is ahje evidence that the financial asset is impaired
Any subsequent decrease in impairment loss forcaiityeinstrument classified as available-for-sade i
recognized directly in equity.

Hedge Accounting

Derivatives that are designated and effective adgihg instruments are measured at fair value, with
subsequent changes in fair value recognized dithmofit or loss, or in shareholders’ equity, degieg on
the nature of the hedging relationship.

Hedge accounting recognizes the offsetting effeatgprofit or loss of changes in the fair valuestto#
hedging instrument and the hedged item as follows:

a. Fair value hedge

The gain or loss from remeasuring the hedging uns&nt at fair value and the gain or loss on the
hedged item attributable to the hedged risk aregmized in profit or loss.

b. Cash flow hedge

The portion of the gain or loss on the hedgingruraent that is determined to be an effective hesige
recognized in shareholders’ equity. The amounbgrized in shareholders’ equity is recognized in
profit or loss in the same year or years duringcitthe hedged forecast transaction or an asset or
liability arising from the hedged forecast trangattffects profit or loss. However, if all or arion

of a loss recognized in shareholders’ equity isexgected to be recovered in the future, the amount
that is not expected to be recovered is reclagsifi profit or loss.
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c. Hedge of a net investment in a foreign operation

The portion of the gain or loss on the hedgingrumsent that is determined to be an effective haslge
recognized in shareholders’ equity. The amounbgeized in shareholders’ equity is recognized in
profit or loss on disposal of the foreign operation

Financial Assets Carried at Cost

Investments in equity instruments with no quotddgs in an active market and with fair values ttaatnot
be reliably measured, such as non-publicly tradecks and stocks traded in the Emerging Stock Marke
are measured at their original cost. The accogrti@atment for dividends on financial assets edret
cost is the same with that for dividends on avédldbr-sale financial assets. An impairment loss i
recognized when there is objective evidence thetset is impaired. A reversal of this impairniess

is disallowed.

Impairment of Accounts Receivable

Accounts receivable are assessed for impairmetiteagénd of each reporting period and considerdaeto
impaired when there is objective evidence thata assult of one or more events that occurred #fier
initial recognition of the accounts receivable, t&timated future cash flows of the asset have been
affected. Objective evidence of impairment coulclude:

e Significant financial difficulty of the debtor;
Accounts receivable becoming overdue; or
® |tis becoming probable that the debtor will ertankruptcy or financial re-organization.

Accounts receivable that are assessed as not mapaidividually are further assessed for impairn@nga
collective basis. Obijective evidence of impairmfenta portfolio of accounts receivable could irdguthe
Company’s past experience in the collection of pawyts, an increase in the number of delayed payments
as well as observable changes in national or lecahomic conditions that correlate with defaults on
receivables.

The amount of impairment loss recognized is théehce between the asset carrying amount and the
present value of estimated future cash flows, aftlkking into account the related collateral andrgotees,
discounted at the receivable’s original effectimerest rate.

The carrying amount of the accounts receivableeduced through the use of an allowance account.
When accounts receivable are considered uncollectitey are written off against the allowance acto
Recoveries of amounts previously written off aredited to the allowance account. Changes in the
carrying amount of the allowance account are reieegnas bad debt in profit or loss.

Impairment of Assets

If the recoverable amount of an asset (mainly ptgp@lant and equipment, leased-out assets, financ
assets carried at cost, and investments accouatdy fthe equity method) is estimated to be leas its
carrying amount, the carrying amount of the asseeduced to its recoverable amount. An impairment
loss is charged to earnings unless the assetngaat a revalued amount, in which case the impet
loss is first treated as a deduction to the urzedlrevaluation increment and any remaining loshasged

to earnings.
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If an impairment loss subsequently reverses, thejiog amount of the asset is increased accordjrmly

the increased carrying amount may not exceed thrgilng amount that would have been determined had
no impairment loss been recognized for the assegrior years. A reversal of an impairment loss is
recognized in earnings, unless the asset is caati@edrevalued amount, in which case the reverfstien
impairment loss is first recognized as gains toetkent that an impairment loss on the same resiaseet
was previously charged to earnings. Any excessuaing treated as an increase in the unrealized
revaluation increment.

For the purpose of impairment testing, goodwilhicated to each of the relevant cash-generatiitg u
("CGU(s)”) that are expected to benefit from th@engies of the acquisition. A CGU to which goodwil
has been allocated is tested for impairment anpoalivhenever there is an indication that the CGaym
be impaired. If the recoverable amount of the dg@domes less than its carrying amount, the impaitme
is allocated to first reduce the carrying amounthaf goodwill allocated to the CGU and then to aktger
assets of the CGU pro rata on the basis of thgiogramount of each asset in the CGU. A reverkaho
impairment loss on goodwill is disallowed.

For long-term equity investments for which the Camp has significant influence but with no conttok
carrying amount (including goodwill) of each inwasint is compared with its own recoverable amount fo
the purpose of impairment testing.

Inventories

Inventories consist of raw materials, suppliesished goods and work-in-process and are statedeat t
lower of cost or net realizable value. Inventonytevdowns are made item by item, except whereay m
be appropriate to group similar or related itemiet realizable value is the estimated selling po€e
inventories less all estimated costs of completiod costs necessary to make the sale. Inventarges
recorded at standard cost and adjusted to appréxweighted-average cost on the balance sheet date.

Investments Accounted for by the Equity Method

Investments in which the Company holds 20% or moirdhe investees’ voting shares or exercises
significant influence over the investees’ operatamgl financial policy decisions are accounted fpithe
equity method.

The investment cost is allocated to the assetdianitities of the investee on the basis of thair /alues at
the date of investment, and the investment coskaess of the fair value of the identifiable neteds of the
investee is recognized as goodwill. Goodwill i$ amortized.

Profits from upstream transactions with an equigthod investee are eliminated in proportion to the
Company’s percentage of ownership in the investé&ofits from downstream transactions with an
equity-method investee are eliminated in proportiorthe Company’s percentage of ownership in the
investee; however, if the Company has control dvelinvestee, all the profits are eliminated.

When the Company subscribes for its investee’s yneégdued shares at a percentage different from its
percentage of ownership in the investee, the Cognpeaords the change in its equity in the investeet
assets as an adjustment to investments, with asgpgwnding amount credited or charged to capitallssir
When the adjustment should be debited to capitqdlss; but the capital surplus arising from longyie
investments is insufficient, the shortage is debiteretained earnings.

If an adjustment resulted from the changes in uizexhgain (loss) on available-for-sale financissets of
an investee, the adjustment is reported as a segamaponent of stockholders’ equity.
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When the Company’s share in losses of an investee which the Company has significant influence
equals its investment in that investee plus anyaades made to the investee, the Company discostinue
applying the equity method. The Company contirtoegcognize its share in losses of the investéa) if
the Company commits to provide further financigbmurt to the investee or (b) the losses of thestes
are considered to be temporary and sufficient edideshows imminent return to profitability.

When the Company’s share in losses of an investee which the Company has control exceeds its
investment in the investee, unless the other shiatets of the investee have assumed legal or caniste
obligations and have demonstrated the ability tker@ayments on behalf of the investee, the Compary

to bear all of the losses in excess of the capdatributed by shareholders of the investee. dfitlvestee
subsequently reports profits, such profits are fatsributed to the Company to the extent of theess
losses previously borne by the Company.

Property, Plant, Equipment and Leased Asset

Property, plant and equipment and leased assetstated at cost plus revaluation increment, less
accumulated depreciation and accumulated impairitosses. Borrowing costs directly attributablerte
acquisition or construction of property, plant aaglipment are capitalized as part of the cost o$d¢h
assets. Major additions and improvements to ttede@ assets are capitalized, while costs of repaid
maintenance are expensed currently.

Depreciation is provided on the straight-line basisr the following estimated useful lives of tledated
assets:

Items Estimated Useful Lives
Buildings and improvements 15-55 years
Machinery and equipment 5-7 years
Transportation equipment 5 years
Furniture, fixtures and office equipment 3-5 year
Other equipment 5 years

Property, plant and equipment still in use beyohdirt original estimated useful lives are further
depreciated over their new estimated useful livd3epreciation of revaluated assets is provided on a
straight-line basis over their remaining estimatséful lives determined at the time of revaluation.

The related cost (including revaluation incremeafjcumulated depreciation, accumulated impairment
losses and any unrealized revaluation incremeahatem of the assets are derecognized from tlanobal
sheet upon its disposal. Any gain or loss on digpof the asset is included in nonoperating gains
losses in the year of disposal.

Deferred Charges

Deferred charges are amortized on a straight-lasgstover their estimated useful lives.

Pension Cost

Pension cost under a defined benefit plan is detexrby actuarial valuations. Contributions madder

a defined contribution plan are recognized as pensbst during the year in which employees render
services.
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Income Tax

The Company adopted the provisions of SFAS No."&2¢ounting for Income Tax”, which requires the
Company to apply inter-year allocation method€garicome tax, whereby deferred income tax assets a
liabilities are recognized for the tax effects efrporary differences, unused loss carryforward wamded
tax credits. Valuation allowance is provided te tkxtent, if any, that it is more likely than noiat
deferred income tax assets will not be realized.

If the Company can control the timing of the reeérd a temporary difference between the book vale
the tax basis of a long-term equity investment foraign subsidiary and if the temporary differemc@ot
expected to reverse in the foreseeable future alhdinveffect, exist indefinitely, then a deferréacome
tax liability or asset is not recognized. Howewdsferred income tax liability is recognized if terseas
subsidiary plans to distribute earnings.

Tax credits for research and development experditare recognized using the flow-through method.
Adjustments of prior years’ tax liabilities are addo or deducted from the current year’s tax [siow.

According to the Income Tax Law of the ROC, an #ddal tax at 10% of unappropriated earnings is
provided for as income tax in the year the shadgrslapprove to retain the earnings.

Stock-based Compensation

Employee stock options granted on or after Jandarg008 are accounted for under SFAS No. 39,
“Accounting for Share-based Payment”. Under traestent, the value of the stock options granted,
which is equal to the best available estimate efrtimber of stock options expected to vest mudtiply

the grant-date fair value, is expensed on a stirdiige basis over the vesting period, with a cqroesling
adjustment to capital surplus - employee stockomgti The estimate is revised if subsequent infooma
indicates that the number of stock options expeittaest differs from previous estimates.

Employee stock options granted between Januar§@4 and December 31, 2007 were accounted for under
the interpretations issued by the Accounting Reteand Development Foundation (“ARDF”). The
Company adopted the intrinsic value method, undhichv compensation cost was recognized on a
straight-line basis over the vesting period.

Treasury Stock

Treasury stock is stated at cost and shown asuctied in shareholders’ equity.

The Company accounts for its stock held by subsediaas treasury stock. The recorded cost oftthek s
is based on its carrying amount as of January @2.20

Revenue Recognition

Revenue from sales of goods is recognized wheCtmpany has transferred to the buyer the significan
risks and rewards of ownership of the goods, piilgnaipon shipment, because the earnings process has
been completed and the economic benefits associgitbdthe transaction have been realized or are
realizable. Sales returns and allowances are abtt from sales when they occur and the related
inventory costs are subtracted from cost of gootts s

Service revenue is recognized when service is reddind the collection is reasonably assured.
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Earnings Per Share

Basic earnings per common share are calculatedviirdy net earnings applicable to common stock by
the weighted average number of common stocks oulistg. On a diluted basis, both net earnings and
shares outstanding are adjusted to assume the yaepdtock options from the date of issuance, aogtad
the treasury stock method to calculate the stoakamgs’ dilutive potential common shares. However,
the employee stock options contain an anti-diluéffect, they will be excluded from the calculation

. EFFECT OF CHANGE IN ACCOUNTING PRINCIPLES

Financial Instruments

On January 1, 2011, the Company adopted the newlged Statement of Financial Accounting Standards
(SFAS) No. 34, “Financial Instruments: Recognitiamd Measurement.” The main revisions include:
Loans and receivables originated by the Companynave covered by SFAS No. 34. The adoption did
not result in significant effect in the financightements for the year ended December 31, 2011.

. CASH AND CASH EQUIVALENTS

Cash and cash equivalents as at December 31, BA12041 consisted of the following:

2012 2011
Cash on hand $ 2,119 $ 2,020
Banks deposits 1,860,801 200,193
Cash equivalent - repurchase agreements collatedatiy bonds 415,000 -

$ 2,277,920 $ 202,213

. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS, CURRENT

Financial liabilities at fair value through profit loss, current as at December 31, 2012 and 26ddisted
of the following:

2012 2011
Interest rate swap contracts $ 26,240 $ 16,490
Cross currency swap contracts 2,569 -
Exchange rate option contracts - 508

$ 28,809 $ 16,998

The Company is engaged in interest rate swap aisfreross currency swap contracts and exchange rat
option contracts mainly to circumvent the risk daeexchange rate and interest rate fluctuationdie T
Company’s financial hedging strategies are to ameent the risk of fluctuations in market price @sh
flow.
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a. The information of interest rate swap contrast&t December 31, 2012 and 2011 was summarized as
follows:

December 31, 2012

Received
Pay Rate Rate
Maturity (Fixed Rate (Floating
Bank Item Principal Date %) Rate %) Fair Value
Chinatrust Commerci¢ Interest rate $ 750,000 2014.12.02 1.135 0.887 $ (2,108)
Bank swap
Chinatrust Commercic " 500,000 2014.12.02 0.935 0.887 (166)
Bank
Citibank " 750,000 2014.12.02 1.135 0.887 (2,073)
Citibank " 500,000 2014.12.02 0.843 0.887 427
Taipei Fubon Bank " 500,000 2014.12.02 1.140 0.887 (1,420)
Taipei Fubon Bank " 875,000 2016.09.29 1.066 - (2,033)
Taipei Fubon Bank " 700,000 2016.09.29 1.180 - (3,482)
Taipei Fubon Bank " 500,000 2016.09.29 0.967 - (11)
E.SUN Bank " 500,000 2014.12.02 1.140 0.887 (1,348)
E.SUN Bank " 700,000 2016.09.29 1.183 - (3,869)
SinoPac Bank " 875,000 2016.09.29 1.066 - (2,436)
SinoPac Bank " 700,000 2016.09.29 1.183 - (3,847)
Ta Chong Bank " 700,000 2016.09.29 1.183 - (3.874)
$ 8,550,000 $  (26,240)
December 31, 2011
Received
Pay Rate Rate
Maturity (Fixed Rate (Floating
Bank Item Principal Date %) Rate %) Fair Value
Chinatrust Commerci¢ Interest rate $ 750,000 2014.12.02 1.135 0.861 $ (4,705)
Bank swap
Chinatrust Commercic " 500,000 2014.12.02 0.935 0.861 (906)
Bank
Citibank " 750,000 2014.12.02 1.135 0.861 (4,680)
Citibank " 500,000 2014.12.02 0.843 0.839 109
Taipei Fubon Bank " 500,000 2014.12.02 1.140 0.861 (3,164)
E.SUN Bank " 500,000 2014.12.02 1.140 0.861 (3,144)
$ 3,500,000 16.490)

b. The information about cross currency swap cotdras at December 31, 2012 was summarized as
follows:

Maturity Forward Forward
Name Type Principal Date Rate Interest % Fair Value
Australia and Cross currency US$3,000,000 2013.07.16 29.93 0.35 $(2,569)
New Zealand swap contracts
Bank
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c. The information about exchange rate option emttras at December 31, 2011 was summarized as

follows:
Premium Contract
Item Type Buy/Sell Amount Amount Fair Value
Exchange rate Put Sell $1,974 US$9,000,000 $(508)

option contracts
d. The fair value of derivative financial instruntens based on the evaluation provided by the rigadi

banks. For the years ended December 31, 2012Gd the net loss of the financial instruments at
fair value through profit or loss was $9,440 thawbkand 30,939 thousand, respectively.

6. AVAILABLE-FOR-SALE FINANCIAL ASSETS, CURRENT

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

2012 2011
Original Cost  Carrying Value Carrying Value

Marketable equity securities

Mega Financial Holding Company $ 3,165,188 $ 3,712,200 $ 3,268,950
Taiwan Paiho Limited 10,381 10,802 13,517
Global Brands Manufacture Ltd. 10 5 6

$ 3,175,579 $ 3,723,007 $ 3,282,473

7. NOTES RECEIVABLE

Notes receivable as at December 31, 2012 and 2f¥isisted of the following:

2012 2011
Notes receivable $ 20,660 $ 5,424
Less allowance for doubtful accounts - -
20,660 5,424
Notes receivable from affiliates (Note 29) 302 43,887
Less allowance for doubtful accounts - -
_ 302 _ 43,887

$ 20,962 $ 49,311

8. ACCOUNTS RECEIVABLE

Accounts receivable as at December 31, 2012 antl @@isisted of the following:

2012 2011
Accounts receivable $ 92,298 $ 89,337
Less allowance for doubtful accounts (762) (1,362)
91,536 87,975
(Continued)
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2012 2011
Accounts receivable from affiliates (Note 29) $ 1,439,146 $ 1,302,578
Less allowance for doubtful accounts - -
1,439,146 1,302,578
$ 1,530,682 $ 1,390,553
(Concluded)
. INVENTORIES
Inventories as at December 31, 2012 and 2011 ¢edsi$ the following:
2012 2011
Raw materials $ 100,485 $ 112,036
Supplies 2,465 1,104
Work-in-process 2,776 7,284
Finished goods 35,569 49,698
Merchandise 9,152 5,632

$ 150,447 $ 175,754

As of December 31, 2012 and 2011, the allowancenfeentory devaluation was $81,000 thousand and
$60,000 thousand, respectively.

The cost of inventories recognized as cost of gaodls for the years ended December 31, 2012 andl 201
was $8,066,394 thousand and $10,003,910 thousahithvincluded $21,000 thousand and $33,000
thousand write-down of inventories, respectively.

. FINANCIAL ASSETS CARRIED AT COST, NONCURRENT
Financial assets carried at cost, noncurrent Beegmber 31, 2012 and 2011 consisted of the fatigwi

2012 2011

Zhi Yuen Venture Capital Corporation $ 60,000 $ 60,000
DTE Technology Corp. - -

$ 60,000 $ 60,000

The stocks mentioned above do not have publicioffeactive market and reliable fair values; thhgy
are carried at cost. Due to the operation losBTHE Technology Corp., the Company had assessed the
unrecoverable amount of investment cost, and rezedrits impairment loss $50,000 thousand.
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11. INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD

Investments accounted for by the equity method taBerember 31, 2012 and 2011 consisted of the

following:
2012 2011
Original
Investment Carrying Ownership Carrying Ownership
Cost Value Percentage Value Percentage
Wealthplus $ 295429  $ 53,881,817 100.00 $ 49,062,979 100.00
Win Fortune 3,230 1,443,357 100.00 1,298,536 100.00
Windsor Entertainment 500,000 86,932 100.00 87,624 100.00
Pou Shine 1,124,667 2,170,412 100.00 1,046,993 100.00
Pan Asia Insurance Services 3,000 9,932 100.00 6,373 100.00
Barits Development 1,836,345 5,187,939 99.47 4,419,237 99.47
Pou Yuen Technology 966,449 228,107 97.82 229,798 97.80
Pro Arch International 2,443,485 - 96.32 - 96.32
LNC Technology 384,976 375,371 77.00 377,688 76.96
Techview International 380,115 - 30.00 - 30.00
Ruen Chen 9,000,000 10,003,861 20.00 8,939,565 20.00
Pou Yii 40,320 108,483 15.00 91,209 15.00
Elitegroup Computer 4,301,796 2,425,310 12.63 3,629,320 12.63
Wang Yi 7,700 15,004 7.82 17,254 7.82
Ming Wang - - - 833,811 100.00
Proshine Healthcare 40,836 100.00
Vistas Design 7,311 100.00
Yun Yang 128,592 91.15
Right and Great Asia-Pacific 383,336 70.00
$ 21,287,612 $ 75,936,525 $ 70,600,462

The Company’s investment income (loss) recognizedleu equity method for the years ended

December 31, 2012 and 2011 was summarized as follow

Wealthplus

Win Fortune

Windsor Entertainment

Pou Shine

Pan Asia Insurance Services
Barits Development

Pou Yuen Technology

Pro Arch International

LNC Technology

Ruen Chen

Pou Yii

Elitegroup Computer

Wang Yi

Ming Wang

Proshine Healthcare

Vistas Design

Yun Yang

Right and Great Asia-Pacific

2012 2011
$ 8945829 $ 4,783,138
182,068 103,851
(692) (2,835)
(81,311) 47,764
5,803 2,494
390,065 45,129
29,549 81,522
33,030 (217,571)
3,070 3,426
1,621,633 805,060
3,064 3,319
46,078 53,269
7,417 9,815
40,960 38,173
(596) (1,438)
63 (661)
3,350 3,457
584,917 (17.724)
$ 11814297 $ 5,740,188
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Wealthplus Holdings Limited (“Wealthplus”) and Wirortune Investments Limited (“Win Fortune”),
wholly-owned subsidiaries of the Company, were ipogated in the British Virgin Islands. These two
companies primarily invest in companies which angaged in the design and sale of footwear and
electronic peripheral products.

The primary income of Wealthplus and Win Fortunghs investment income recognized under equity
method from Yue Yuen. Yue Yuen is listed on Homagng Exchange and Clearing Limited. Yue Yuen
originally had its accounting year from Octoberflite preceding year to September 30 of the ye@n
May 30, 2012, Yue Yuen's board of directors resdlte change its accounting year to calendar year
effective from 2012. Accordingly, Yue Yuen'’s fimaal year of 2012 covered a period of fifteen maenth
which were from October 1, 2011 to December 312201

The Company effectively holds 49.98% ownership imeYYuen through Wealthplus and Win
Fortune. Therefore, in 2012 and 2011, Wealthphas\&in Fortune accounted for their investment ineom
recognized under equity method from Yue Yuen basedhe information of the period from October 1,
2011 to December 31, 2012 and October 1, 2010pte8der 30, 2011, respectively.

The primary income (loss) of Wealthplus and Wint&oe in 2012 and 2011 was summarized as follows:

Wealthplus Win Fortune
2012 2011 2012 2011

Equity in earnings of Yue Yuen $ 8,973523 $ 6,218,051 $ 192,488 $ 133,381
Equity in earnings of othaversea

investees 123,536 (1,075,173) - -
Others (151,230) (359,740) (10,420) (29,530)

$ 8945829 $ 4,783,138 $ 182,068 $ 103,851

Because of the Company’s investment in Nan Shanlbgurance Co., Ltd. through Ruen Chen Investment
Holding Co., Ltd. ("Ruen Chen”), the Company reesiva request by Insurance Bureau of Financial
Supervisory Commission (“FSC”) for the Company tovide 61,295 thousand ordinary shares of Yue
Yuen in the custody of the Trust Department of Mégarnational Commercial Bank during the period
from June 27, 2011 to June 27, 2021.

Windsor Entertainment Co., Ltd. (“Windsor Entertaent”) was established in July 2003, with an
outstanding common stock of $210,000 thousand aemDber 31, 2012, and is primarily engaged in
entertainment and resort operation.

Pou Shine Investments Co., Ltd. (“Pou Shine”) wstaldished in March 1990, and was primarily engaged
in investing activities. On August 22, 2012, tleatnl of directors of Pou Shine, Ming Wang Investinen
Co., Ltd. (“Ming Wang") and Yun Yang Investment Catd. (“Yun Yang”) had resolved that the three
companies be merged as one. Pou Shine is thevisigrngiompany, and Ming Wang and Yun Yang are the
dissolved companies. The merger date was Septetih@012. According to the merger contract, Pou
Shine issued 62,135 thousand new shares ($62h863&and) to acquire the net assets of the twoldexso
companies. As at December 31, 2012, Pou Shinetatanding common stock of $1,330,945 thousand
at December 31, 2012.

Pan Asia Insurance Services Co., Ltd. (“Pan Assarance Services”) was established in May 199% wit
an outstanding capital of $3,000 thousand at Deeerh, 2012, and is primarily engaged in agency of
property and casualty insurance.

Barits Development Corporation (“Barits Developniprwas established in November 1985, with an

outstanding common stock of $1,528,727 thousanDeaember 31, 2012, and is primarily engaged in
import and export of the shoe related materialsianglsting activities.
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Pou Yuen Technology Co., Ltd. (“Pou Yuen Technoldgyas established in December 1993, Pou Yuen
Technology’s board of directors decided to decréaseapital to offset its accumulated deficit 509,300
thousand in September 2011. As at December 32, Bdu Yuen Technology had outstanding common
stock of $290,700 thousand, and is primarily endage tooling design software and information
technology software service. In 2012 and 2011, Goenpany purchased 8 thousand shares for $231
thousand and 350 thousand shares for $3,499 thdussspectively, from non-related parties.

Pro Arch International Development Enterprise If@ro Arch International”) was established in June
1999. Pro Arch International’s board of directdexreased its capital to offset its accumulateatiddfy
$256,004 thousand in June 2012. As at December@12, Pro Arch International had outstanding
common stock of $1,000 thousand. It is primaritg&ged in real estate development business. Becaus
the book value of the investment as at December2812 and 2011 were negative, the Company
reclassified $20,412 and $59,707 thousand to dthbilities, respectively. Please see Note 20h® t
financial statements for the relevant information.

LNC Technology Co., Ltd. (“LNC Technology”) was abtished in August 2007. In October 2011, LNC
Technology’s board of directors approved to de@easd return its capital in the amount of $100,000
thousand. In proportion to the percentage of oshipr the Company received the returned capital of
$76,961 thousand, with an outstanding common std&600,000 thousand at December 31, 2012, and is
primarily engaged in manufacturing and sale of igien instruments and computer numerical controlled
machine. In August 2011, the Company sold 5,0860shnd shares for $50,547 thousand to non-related
parties, with a gain of $901 thousand. In Augu¥t2 the Company purchased 17 thousand shares for
$167 thousand from non-related parties.

Techview International Technology Inc. (“Techviemtdrnational”) was established in November 2003,
and is primarily engaged in development, sale asdrably of TFT-LCD display.

Ruen Chen Investment Holding Co., Ltd. was esthbtisn November 2010. The Company was one of
the original stockholders and has invested $500{000sand, representing 20% ownership. In 2011,
Ruen Chen issued additional capital stock of $42(HID thousand at $10 per share, of which $8,500,00
thousand was subscribed by the Company in propottbothe percentage of ownership. Ruen Chen
primarily engages in investing in Nan Shan Lifeulr@ce Co., Ltd. Ruen Chen had outstanding common
stock of $48,580,000 thousand as at December 3P, 20

In addition, the Company has provided 820,000 thndsshares of Ruen Chen as collateral of the
long-term loans made by Ruen Chen from Taiwan Catiye Bank and other financial institutions.
Please see Note 29 to the financial statementfdarlevant information.

Pou Yii Development Co., Ltd. (“Pou Yii") was eslished in October 1996, with an outstanding common
stock of $525,000 thousand at December 31, 201@,isuprimarily engaged in constructing buildings,
selling and renting apartments, real estate investanalysis and consulting services.

Elitegroup Computer Systems Co., Ltd. (“Elitegradbpmputer”) is engaged in designing, manufacturing
and sale of computer peripheral equipment. On Aud4, 2011, Elitegroup Computer’'s board of

directors decided to cancel 50,000 thousand shafesreasury shares under the Company law.
Accordingly, the Company’s ownership in ElitegroGpmputer was increased from 12.12% to 12.63%.
Elitegroup Computer had outstanding common stoc®1df,831,937 thousand as at December 31, 2012.
The shares of Elitegroup Computer are listed orldnevan Stock Exchange Corporation. The Company
recognized impairment loss in the amount of $8481P®usand after appropriate assessment in 2012.

Wang Yi Construction Co., Ltd. ("Wang Yi”) was ellished in May 1984, with an outstanding common

stock of $77,000 thousand at December 31, 2012jsapdmarily engaged in management and investment
in construction projects.
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12.

Ming Wang Investments Co., Ltd. was establishedSeptember 1996, and is primarily engaged in
investing activities. On September 10, 2012, Miigng’s board of directors decided to merge Ming
Wang with Pou Shine and Yun Yang.

Proshine Healthcare Co., Ltd. (“Proshine Health3asas established in November 2007, and is prilpari
engaged in the rental and sale of medical devicks.August 2012, Proshine Healthcare’s board of
directors resolved the liquidation of Proshine Hezdre. Accordingly, the Company received $40,289
thousand after completing the liquidation in Decen012.

Vistas Design Co., Ltd. (“Vistas Design”) was eitdi®ed in June 2008, and is primarily engaged ieriar
decorating and design services. In April 2012 ta&Design’s board of directors resolved the ligtiah
of Vistas Design. Accordingly, the Company recdi$d,328 thousand after completing the liquidation
September 2012.

Yun Yang Investments Co., Ltd. was established prilAL997, and is primarily engaged in investing
activities. In September 10, 2012, Yun Yang's Hoair directors decided to merge Yun Yang with Pou
Shine and Ming Wang.

The Right and Great Asia-Pacific Realty Developm€nt, Ltd. (“Right and Great Asia-Pacific”) was
established in March 2008, with an outstanding comstock of $600,000 thousand at June 30, 2012, and
is primarily engaged in real estate developmentianeisting activities. The Company purchased 18,00
thousand shares from non-related party for thé gmteunt of $324,000 thousand in March and Jun 201
Accordingly, the Company’s ownership in Right anct& Asia-Pacific was increased from 70% to 100%.
Right and Great Asia-Pacific’s board of directasalved to decrease and return its capital in theuat of
$599,000 thousand in July 2012. In August 201ghRand Great Asia-Pacific resolved to liquidate an
dissolve. Accordingly, the Company received $684,thousand after the liquidation of Right and Grea
Asia-Pacific in December 2012.

INVESTMENT IN REAL ESTATE
Investment in real estate as at December 31, 20d2@11 consisted of the following:

2012 2011
Land $ 299,685 $ 187,371

For urban redevelopment of Taichung, the Companghased the land located on Guangshun and Fuhe
section, Xitun District, Taichung. In June 2012 Company acquired the land located on Fuhe sectio
Xitun District, Taichung from non-related parties $112,314 thousand.
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13. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment as at December 3P, @0d 2011 consisted of the following:

2012 2011
Revaluation Accumulated Carrying Carrying

Cost Value Value Value Value
Land $ 993,087 $ 238,745 $ - $ 1,231,832 $ 1,188,384
Buildings and improvements 3,643,484 43,760 1,481,920 2,205,324 2,365,490
Machinery equipment 508,220 - 387,839 120,381 114,892
Transportation equipment 224,129 - 179,464 44,665 44,704

Furniture, fixtures and office

equipment 352,060 - 314,913 37,147 54,690
Other equipment 70,067 - 59,053 11,014 13,198
- - - - 130

Prepayments for equipment

$ 5,791,047 $ 282,505 $ 2,423,189 $ 3,650,363 $ 3,781,488

The Company recorded land value increment in 19871891 to reflect the appraised value published by
the government. Reserve for land value incremaxt payable upon sale of land, is presented under
long-term liabilities. Furthermore, in accordanaéh the amended Land Tax Law, the Company
decreased its reserve for land value incremenbya®49,652 thousand with a corresponding increase i
adjustments of stockholders’ equity for the yeateghDecember 31, 2005.

14. OTHER ASSETS

Other assets as at December 31, 2012 and 201 ktamhef the following:

2012 2011
Leased-out assets
Cost and revaluation increment $ 2,829,657 $ 2,665,697
Less accumulated depreciation (452,131) (315,661)
2,377,526 2,350,036
Refundable deposits 9,876 9,778
Deferred charges 40,874 56,797
Deferred income tax assets, noncurrent (Note 26) 128,438 123,466
Land held by trustee 73,713 73,713
Others - land and buildings for sale 5,208 5,254
Temporary tax payments (Note 26) - 3,467

$ 2,635,635 $ 2,622,511

The Company leased its building to related paf®ou Chien Chemical Co., Ltd. and non-related party
Taiwan McDonald’s, etc. Additionally, the Compargnted part of Pou Chen International Building to
related party - Windsor Entertainment. Rent incasmdetermined by the rental space and local lgasin
market price.

Three parcels of land located in Changhwa Countyewwerchased by the Company for $22,187 thousand
in June 1990, for $33,668 thousand in April 199% &or $17,858 thousand in July 2007. According to
related laws, the ownership for these three paroél$and should be transferred to the Company.
However, due to certain restrictions under the l@uilations, the ownership for these three paafdisnd
resides with a trustee through a trust agreemeithaprohibits the trustee from selling, pledging or
hypothecating the property. Consequently, theetipacels of land in the amount of $73,713 thousdnd
December 31, 2012, are included in “other assletsd-held by trustee”.
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15. SHORT-TERM LOANS

Short-term loans as at December 31, 2012 and 2@idisted of the following:

2012 2011
Annual Annual
Interest Rate % Balance Interest Rate % Balance
Unsecured loans 1.034 $ 87,165 0.95-1.09 $ 3,750,000

16. SHORT-TERM BILLS PAYABLE

Short-term bills payable as at December 31, 20822841 consisted of the following:

2012 2011
Annual Annual
Interest Rate % Balance Interest Rate % Balance
Unsecured bills - $ - 0.82 $ 500,000
Less discount on short-term bills
payable - _ (867)
$ 0 - $ 499,133

17. OTHER PAYABLES

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

2012 2011
Employee bonus payable (Note 23) $ 260,700 $ 161,307
Salary and wages payable 202,369 202,070
Compensation due to directors and supervisors (RRjte 119,529 80,722
Interest payable 51,258 44,328
Payables on machinery and equipment 22,998 15,922
Other accrued expenses 266,657 249,486

$ 923,511 $ 753,835
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18.

19.

LONG-TERM DEBT
Long-term debt as at December 31, 2012 and 201disted of the following:
2012 2011

Chinatrust Commercial Bank (lead lender) syndicatgan
Long-term debt, $7,000,000 thousand, due in seragnn
repayments commencing November 16, 2011 and mgturin
May 16, 2013. Interest rate is 1.40%. $ 1,750,000 $ 5,250,000
Chinatrust Commercial Bank (lead lender) syndicatan
Long-term debt, $10,000,000 thousand, due in semin
repayments commencing June 2, 2013 and maturingridiser
2,2014. Interest rate is between 1.54%-1.59%. 10,000,000 10,000,000
First Commercial Bank (lead lender) syndicated loan
Long-term debt, $13,000,000 thousand, due in semin
repayments commencing March 27, 2015 and maturing

September 29, 2016. Interest rate is 1.50%. 10,750,000 1,750,000
22,500,000 17,000,000
Less current portion (5,000,000) -

$ 17,500,000 $ 17,000,000

Since the Company had refinanced the loans befecei@ber 31, 2012 and 2011, respectively, the durren
portion of the syndication loans from China Trusih@nercial Bank was recorded under “long-term debt”,
accordingly.

PENSION PLAN

The pension plan under the Labor Pension Act (LiA") is a defined contribution plan. Based on the
LPA, the Company makes monthly contributions to keyges’ individual pension accounts at 6% of
monthly salaries and wages. Such pension costs $&8,094 thousand and $53,430 thousand for the
years ended December 31, 2012 and 2011, respgctivel

Based on the defined benefit plan under the LShsioa benefits are calculated on the basis ofahgth

of service and average monthly salaries of themgixths before retirement. The Company recognized
pension costs of $57,849 thousand and $56,779dhdusr the years ended December 31, 2012 and 2011,
respectively.

Information about the defined benefit plan wasdigs:

a. Components of net periodic pension cost foydas 2012 and 2011 consisted of the following:

2012 2011
Service cost $ 22,079 $ 23,553
Interest cost 27,542 27,736
Expected return on plan assets (7,473) (8,457)
Amortization of net transition asset (874) (1,875)
Amortization of pension loss 16,575 15,822

57,849 56,779
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b. Reconciliation of funded status of the plan andrued pension cost as of December 31, 2012 atid 20
was as follows:

2012 2011

Actuarial present value of benefit obligation

Vested benefits $ (512,324) $ (451,461)

Nonvested benefits (744,079) (687,569)
Accumulated benefit obligation (1,256,403) (1,139,030)
Additional benefits at future salaries (254,797) (238,082)
Projected benefit obligation (1,511,200) (1,377,112)
Plan assets at fair value 301,822 359,302
Projected benefit obligation in excess of plan tssse (1,209,378) (1,017,810)
Net transition asset not yet recognized - (874)
Net pension loss not yet recognized 514,583 353,191
Additional pension liability (259,786) (114,235)
Accrued pension cost $ (954,581) $ (779,728)
Vested benefit $ 608,783 $ 547,994

c. Actuarial assumptions as of December 31, 2082841 was as follows:

2012 2011
Weighted-average discount rate 1.88% 2.00%
Assumed rate of increase in salary 2.00% 2.00%
Expected rate of return on plan assets 1.88% 2.00%

Year Ended December 31

2012 2011
d. Contributions to the fund $ 28,546 $ 28,558
e. Payments from the fund $ 89,098 $ 81,785

20. OTHER LIABILITIES, OTHER

Other liabilities, other as at December 31, 201 2011 consisted of the following:

2012 2011
Unrealized gross profit from inter-affiliate tractians $ 31,765 $ 31,055
Others (Note 11) 20,412 59,707

$ 52,177 $ 90,762
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21. CAPITAL STOCK

22.

The Company’s registered and issued capital asegember 31, 2012 and 2011 were summarized as
follows:

2012 2011

Registered capital

Shares (in thousands) 4,500,000 4,500,000

Par value (in dollars) $ 10 $ 10

Capital $ 45,000,000 $ 45,000,000
Issued capital

Shares (in thousands) 2,943,185 2,924,147

Par value (in dollars) $ 10 $ 10

Capital $ 29,431,849 $ 29,241,469

The Company’s outstanding capital stock was $2838%7 thousand as at January 1, 2011. Employee
stock warrants were exercised for 24,391 thousaades (amounted to $243,910 thousand) during 2011.
The Company’s outstanding capital stock was $294881 thousand, divided into 2,924,147 thousand
common shares, with a par value of $10.00 per sharat December 31, 2011.

Furthermore, employee stock warrants were exerdimed9,038 thousand shares (amounted to $190,380
thousand) during 2012. As a result, the Comparousstanding common stock was $29,431,849

thousand, divided into 2,943,185 thousand commaresh with a par value of $10.00 per share, as at
December 31, 2012.

EMPLOYEE STOCK OPTION PLANS

As at July 15, 2002, the board of directors of @mmpany resolved to issue employee stock warrants i
accordance with Securities and Exchange Law Art&8e3 within the quantity of 67,600 units. Each
individual employee stock warrant is granted tightiito purchase new issued common share for 1,000
shares. The exercise price is the closing pricth@fCompany’s common shares at the employee stock
warrants’ issuance date. The warrant holders garcise the right up to one-third of the grantedrevat
units no earlier than two years from the grantei@.daAfter four years from the granted date, theravds
holders are eligible to exercise all the warrantsed. As of August 6, 2002, and July 24, 2003, the
Company has issued 66,600 units, and 1,000 unitengfloyee stock warrants, respectively, to the
employees with an exercise price of $23.30 dolkmg $41.20 dollars per share, respectively. The
exercise price of the warrant in 2012 has beepoaetively restated as $10.00 dollars and $14.8Gpere,
respectively. As at December 31, 2012, the emplsteck warrants issued in 2002 were executed for
67,301 thousand shares of common stock. The ¥@8&ounits were expired in August 2012.

Additionally, as at November 6, 2007, the Compamg ssued 125,500,000 units of employee stock
warrants to the employees with an exercise pric28t80 dollars per share. Each of the aforemeatio
individual employee stock warrant is granted tiglatrto purchase one newly issued common share.

If the Company resolved to increase additionaltefiptock through stock dividends or issue of naerss,
the exercise price will be retroactively restateddditionally, the share of employee stock warmuanted

but not exercised will also be adjusted. After @fierementioned adjustment, the exercise priceusitd

of employee stock warrants issued in 2007 were 202@nd 149,392,469 units, respectively, as at
December 31, 2012.

-29 -



Information about the Company’s outstanding stoekrants for the years ended December 31, 2012 and
2011 was as follows:

2012 2011
Number of Stock Weighted- Number of Stock Weighted-
Purchasable average Purchasable average
(Thousand Exercise Price (Thousand Exercise Price
Employee Stock Warrants Shares) (NTS) Shares) (NT$)

Balance, beginning of year 168,730 $ 20.03 193,121 $ 19.55
Stock warrants exercised (19,038) 10.25 (24,391) 10.00
Stock warrants expired (299) 10.00 - -
Balance, end of year 149,393 20.20 168,730 20.03
Exercisable stock warrants, end of year 149,393 168,730

As at December 31, 2012 and 2011, information abmeitCompany’s outstanding and exercisable stock
warrants was as follows:

Stock Warrants Outstanding Stock Warrants Exercisable

Number of Weighted- Number of
Stock average Weighted- Stock Weighted-
Purchasable = Remaining average Purchasable average
(Thousand  Contractual Exercise (Thousand Exercise
Range of Exercise Price (NT$) Shares) Life (Years)  Price (NT$) Shares) Price (NT$)
2012
$10.00-$20.20 149,393 4.85 $ 20.20 149,393 $ 20.20
2011
$10.00-$21.30 168,730 5.25 $ 20.03 168,730 $ 20.03

The pro forma information for the years ended Ddwmn81, 2012 and 2011 assuming employee stock
options granted before January 1, 2008 were acedufdar under SFAS No. 39, “Accounting for
Share-based Payment” is as follows:

2012 2011
Net income $ 10,156,335 $ 5,700,756
Basic earnings per share (in dollars) $ 347 % 1.98

In the aforementioned employee stock warrant ptaa, Company adopted the Black-Scholes options
pricing model to estimate the fair value of warsaoih the grant dates, and the factors were assillo

Grant Dates

November 6,
August 6, 2002  July 24, 2003 2008

Dividend rate - - -

Expected volatility of price 42.16% 44.17% 34.83%
Risk-free interest rate 2.61% 1.68% 2.70%
Expected life 6.5 years 6.5 years 6.5 years
Stock warrants issued (thousand shares) 66,600 1,000 125,500
Weighted average fair value (in dollars) $10.70 $18.87 $11.93

-30 -



23. RETAINED EARNINGS

Under the Company Law of the ROC and the CompaAyfiles of Incorporation, the annual earnings
should be appropriated as follows:

a. For paying tax,

b. For offsetting deficit,

c. 10% of the annual earnings as legal reserve,

d. Less than 3% as bonus to directors and supeswader the three above are appropriated,
e. 1%-5% as bonus to employees after the four ah@appropriated,

f. As special reserve or being retained partialtyd

g. Dividends to stockholders as proposed accortdirsiock ownership proportion.

h. For share bonus to qualified employees, inclydime employees of subsidiaries of the Company
meeting specific requirements. Regarding the team$ proportion, the board of directors of the
Company is authorized to resolve.

Under the Company Law, capital surplus can onlyded to offset a deficit. However, the capitaptus
from shares issued in excess of par (additionadl-paicapital from issuance of common shares, and
treasury stock transactions) and donations may dpdtadized, which however is limited to a certain
percentage of the Company’s paid-in capital. Unlemrevised Company Law issued on January 4, 2012,
the aforementioned capital surplus also may beildiged in cash. The capital surplus from longrter
investments may not be used for any purpose.

According to the newly amended Company Law, whes ldgal reserve has exceeded 25% of the
Company’s paid-in capital, the excess may be tearedl to capital or distributed in cash.

For the years ended December 31, 2012 and 201haes to employees was $235,472 thousand and
$159,022 thousand, respectively, and the remuper&di directors and supervisors was $119,529 timuisa
and $80,722 thousand, respectively. The bonus niplayees and remuneration to directors and
supervisors both depended on the base amount degelr@ccording to the articles of incorporationt (ofe

the bonus to employees and bonus to directors apengsors). The amounts were estimated based on
past experience. If the actual amounts subsequersiblved by the shareholders differ from the psmul
amounts, the differences are recorded in the yeahareholders’ resolution as a change in accogntin
estimate. If a share bonus is resolved to beiloliged to employees, the number of shares is detedn

by dividing the amount of the share bonus by thesiog price (after considering the effect of casld a
stock dividends) of the shares of the day immeljigtieeceding the shareholders’ meeting.

The appropriations of earnings for 2011 and 20XDbeen approved in the shareholders’ meetings oa Ju
15, 2012 and 2011, respectively. The appropriataord dividends per share were as follows:

Dividends Per Share

Appropriation of Earnings (NT$)
For For For For
Year 2011 Year 2010 Year 2011 Year 2010
Legal reserve $ 580,672 $ 789561 $ - $ -
Cash dividends 3,824,166 3,480,523 1.30 1.20
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24.

The bonus to employees of $159,022 thousand andrneration to directors and supervisors of $80,722
thousand for 2011 were approved in the stockholdegsting on June 15, 2012. The resolved amounts o
the bonus to employees and the remuneration tetdneand supervisors were the same as the accrual
amounts, which were reflected in the financialestants for the year ended December 31, 2011.

The bonus to employees of $124,720 thousand andrreration to directors and supervisors of $63,309
thousand for 2010 were approved in the stockhdldegeting on June 15, 2011. The resolved amounts o
the bonus to employees and the remuneration tetdie and supervisors were the same as the accrual
amounts, which were reflected in the financialestants for the year ended December 31, 2010.

Information on the bonus to employees, directord supervisors is available on the Market Obsermatio
Post System website of the Taiwan Stock Exchange.

In accordance with the Approval Documents (95) Quan-Tseng (1) No. 0950000507 of Financial
Supervisory Commission, Executive Yuan, publiclistompanies have to appropriate earnings for alpeci
reserve according to Article 41-1 of SecuritiesriBaction Act, in addition to the appropriation fegal
reserve, in amount equal to debit balances, if amystockholders’ equity (such as unrealized loss o
financial assets and cumulative translation adjests). The special reserve can be reversed and
distributed as retained earnings if such deduaifmstiockholders’ equity reversed.

TREASURY STOCK

The changes in treasury stock in 2012 and 2011 sterenarized as follows (in shares):

Number of
Shares, Addition Reduction Number of
Beginning of During the During the  Shares, End of
Purpose of Treasury Stock Year Year Year Year
Year ended December 31, 2012
Common shares held by
subsidiaries 10,233,805 - 299,746 9,934,059
Year ended December 31, 2011
For transfer to employees 43,300,000 - 43,300,000 -
Common shares held by
subsidiaries 10,233,528 277 - 10,233,805
53,533,528 277 43,300,000 10,233,805

Article 28-2 of the Securities and Exchange Lawdates that the number of treasury shares helithdoy
Company should not exceed 10% of the number okeshasued and that the cost for acquisition oStraa
shares should not exceed the total of retainedregrnadditional-paid-in capital and other realizeghital
surplus. The maximum of treasury stock of $1,086,thousand (43,300 thousand common shares) was
purchased by the Company in 2011.

On January 21, 2011, the board of directors ofxbmpany approved to transfer 43,300 thousand sbéres
treasury stocks to employees at $21.73 per shdrehvafter deducting $2,822 thousand of income tax,
amounted to $938,087 thousand. The grant date Reasuary 21, 2011. The Company recognized
$257,635 thousand compensation cost of the traosaaccording to SFAS No. 39, “Accounting for
Share-based Payment”.

-32 -



According to the Stock Exchange Law of the ROC, titeasury stock of the Company should not be
pledged and does not have the same right as themgorstock.

After the 277 shares adjustment of the subsidiadesership in 2011, the subsidiaries held 10,233,8
shares of the Company’s common stock, respectiadyat December 31, 2011, at cost of $155,375
thousand in total.

After the subsidiaries - Wealthplus and Top Scaree$tments Limited resold the Company’s common
stock, 299,746 shares were deducted from treasork and the gain of $2,597 thousand was recograged
the capital surplus from treasury stock transastiomAs at December 31, 2012, the subsidiaries held
9,934,059 shares of the Company’s common stocésitaf $153,449 thousand in total.

. PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENS ES

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

2012 2011
Function . . Non- . . Non-
Opgratlng (Eperatlng operating Total Opgratlng (Eperatlng operating Total

Category ost XPEnses Expenses ost XPEnses Expenses
Personnel expense
Salaries $ 92,876 $ 1,767,521 $ $ 1,860,397| $ 130,404| $ 1,743,698 $ $ 1,874,102
Labor insurance ang

health insurance 7,456 141,714 149,170 10,795 131,244 142,039
Pension cost 3,307 110,636 113,943 5,379 104,830 110,209
Others 2,991 46,152 49,143 3,125 47,444 50,569
Depreciation

expenses 17,086 186,962 56,079 260,127 18,850 217,148 60,086 296,084
Amortization

expenses 23,003 23,003 1,230 34,830 36,060

. INCOME TAX

The Company’s income tax expense for the yearsteDdeember 31, 2012 and 2011 was as follows:

2012 2011
Income tax expense, current $ 433,018 $ 617,039
10% additional income tax on undistributed earnings 155,730 74,011
Adjustment of deferred tax asset (liabilities) aatbiation allowance 222,063 (491,192)
Adjustment of prior year’'s income tax expense 1,990 58,086
Income tax expense, net $ 812,801 $ 257,944
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The components of deferred income tax assets lifiabj as at December 31, 2012 and 2011 were as

follows:

Deferred income tax assets (liabilities)
Unrealized pension expenses
Unrealized inventory devaluation losses
Unrealized impairment losses
Unrealized exchange gain
Unrealized investment income under equity methothfforeign
subsidiaries
Others
Deferred income tax liabilities, net
Deferred income tax assets, noncurrent

Deferred income tax liabilities, current

The Company’s current income tax for the years éridecember 31, 2012 and 2011 and income tax

payable as at December 31, 2012 and 2011 wereaqigmbas follows:

Income tax expense at statutory rate of 17%

Dividend income remitted overseas

Dividend income - tax free

Loss from investees which decreased capital tebéscumulated
deficit

Investment income recognized under equity method

Others

Income tax payable

Provision (reversal) for deferred income tax as@tsilities)
Loss carryforwards
Others

Income tax payable

Add 10% additional income tax on undistributed esgs

Add adjustments for prior year’s tax

Less investment tax credit

Less temporary tax payment

Income tax payable, end of year

The income tax returns for the years through 2QaPbdeen examined and approved by the tax authority.

2012

$ 119,715
13,770
8,500
(2,457)

(691,152)
1,335

(550,289)
128,438

$ (678,727)

2012

$ 1,864,753
39,065
(23,414)

(41,921)
(1,317,279)

(88,186)
433,018

9,674
442,692
155,730

(550)
$ 597,872

2011

$ 114,734
10,200
8,500
(3,467)

(469,090)
1,223

(337,900)
123,466

$ (461,366)

2011

$ 1,030,993
216,345
(24,568)

(111,202)

(506,738)
12,209
617,039

(56,155)
(6.773)
554,111
74,011
48,637
(218,699)
(1,143)

$ 456,917

The information of the integrated income tax systenat December 31, 2012 was as follows:

Balance of Imputation Credit Account

Undistributed earnings for the years 1997 and leefor
Undistributed earnings for the years 1998 and tftre
Expected IC ratio on distribution of earnings foe tyear 2012
Actual IC ratio on distribution of earnings for tiqear 2011

The expected IC ratio on distribution of earnings the year 2012 considered income tax payabld as a

December 31, 2012.
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27. EARNINGS PER SHARE

For the years ended December 31, 2012 and 201&athéengs per share (EPS) before income tax aed aft

income tax were as follows:

2012
Amounts EPS
Before After Shares Before After
Income Tax Income Tax  (In Thousands) Income Tax Income Tax
Basic earnings per share
Net income attributed to shareholders
of common shares $10,969,136 $10,156,335 2,929,565 $ 374 $ 347
Effect of dilutive potential common
shares
Bonus to employees - 7,720
Employee stock warrants - 40,660
Diluted earnings per share
Net income attributed to shareholders
of common shares plus the effect of
dilutive potential common shares  $10,969,136 $10,156,335 2,977,945 $ 3.68 $ 341
2011
Amounts EPS
Before After Shares Before After
Income Tax Income Tax  (In Thousands) Income Tax Income Tax
Basic earnings per share
Net income attributed to shareholders
of common shares $ 6,064,667 $ 5,806,723 2,886,017 $ 2.10 $ 201
Effect of dilutive potential common
shares
Bonus to employees - 6,399
Employee stock warrants - 47,286
Diluted earnings per share
Net income attributed to shareholders
of common shares plus the effect of
dilutive potential common shares  $ 6,064,667 $ 5,806,723 2,939,702 $ 206 $ 1.98

The Company presumes that the entire amount dfaghas will be settled in shares and the potentiates
should be included in the weighted average numbehares outstanding used in the calculation aftel
EPS, if the shares have a dilutive effect. The lmemof shares is estimated by dividing the entineant
of the bonus by the closing price of the shar¢beabalance sheet date.

If the Company’s common shares held by its subsetiavere not accounted for as treasury stock, the
pro-forma earnings per share for the years endeérleer 31, 2012 and 2011 would have been as fallows

2012
Amounts EPS
Before After Shares Before After
Income Tax Income Tax  (In Thousands) Income Tax Income Tax
Basic earnings per share
Net income attributed to shareholders
of common shares $10,982,430 $10,169,629 2,939,499 $ 374 $ 3.46
Effect of dilutive potential common
shares
Bonus to employees - 7,720
Employee stock warrants - 40,660
Diluted earnings per share
Net income attributed to shareholders
of common shares plus the effect of
dilutive potential common shares  $10,982,430 $10,169,629 2,987,879 $ 3.68 $ 3.40
(Continued)
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2012

Amounts EPS
Before After Shares Before After
Income Tax Income Tax  (In Thousands) Income Tax Income Tax
Basic earnings per share
Net income attributed to shareholders
of common shares $ 6,076,945 $ 5,819,001 2,896,251 $ 2.10 $ 201
Effect of dilutive potential common
shares
Bonus to employees 6,399
Employee stock warrants 47,286
Diluted earnings per share
Net income attributed to shareholders
of common shares plus the effect of
dilutive potential common shares  $ 6,076,945 $ 5,819,001 2,949,936 $ 206 $ 197
(Concluded)

. DISCLOSURES FOR FINANCIAL INSTRUMENTS
Fair Value of Financial Instruments

The fair value of nonderivative and derivative fioc&l instruments as at December 31, 2012 and 2@%1
summarized as follows:

2012 2011
Nonderivative Financial Carrying Carrying
Instruments Value Fair Value Value Fair Value
Assets

Cash and cash equivalents $ 2,277,920 $ 2,277,920 $ 202,213 $ 202,213
Available-for-sale financial

assets, current 3,723,007 3,723,007 3,282,473 3,282,473
Notes and accounts receivable 112,196 112,196 93,399 93,399
Note and accounts receivable

from affiliates 1,439,448 1,439,448 1,346,465 1,346,465
Other receivables 167,596 167,596 202,489 202,489
Investments accounted for by the

equity method 75,936,525 75,347,603 70,600,462 68,308,428
Financial assets carried at cost,

noncurrent 60,000 - 60,000 -
Refundable deposits 9,876 9,876 9,778 9,778

Liabilities

Short-term loans 87,165 87,165 3,750,000 3,750,000
Short-term bills payable - - 499,133 499,133
Notes and accounts payable 1,159,038 1,159,038 1,086,645 1,086,645
Notes and accounts payable to

affiliates 129,092 129,092 128,590 128,590
Other payables 923,511 923,511 753,835 753,835
Current portion of long-term

liabilities 5,000,000 5,000,000 - -
Long-term debt 17,500,000 17,500,000 17,000,000 17,000,000
Guarantee deposits received 3,452 3,452 3,452 3,452
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2012 2011
Carrying Carrying
Derivative Financial Instruments Value Fair Value Value Fair Value

Interest rate swap contracts

(financial liabilities at fair value

through profit or loss, current)  $ 26,240 $ 26,240 $ 16,490 $ 16,490
Cross currency swap contracts

(financial liabilities at fair value

through profit or loss, current) 2,569 2,569 - -
Exchange rate option contracts

(financial liabilities at fair value

through profit or loss, current) - - 508 508
Interest rate swap contracts

(hedging derivative liabilities,

current) 5,430 5,430 22,901 22,901
Interest rate swap contracts

(hedging derivative liabilities,

noncurrent) - - 11,450 11,450

The information about derivatives designated afecéfe as hedging instruments as at December@1L 2
and 2011 was summarized as follows:

December 31, 2012

Derivative Pay Rate Received Rate
Financial Maturity (Fixed Rate  (Floating Rate
Bank Instruments Principal Date %) %) Fair Value
Chinatrust Commercial Bank Interest rate $ 125,000 2013.05.16 2.480 0.887 $ (971)
swap
Chinatrust Commercial Bank " 125,000 2013.05.16 2.280 0.887 (847)
Citibank y 125,000 2013.05.16 2.480 0.887 (971)
Citibank y 125,000 2013.05.16 2.460 0.887 (959)
Citibank " 125,000 2013.05.16 2.280 0.887 (847)
Citibank " 125,000 2013.05.16 2.260 0.887 (835)
750,000 (5,430)
Less current portion (750,000) 5,430
$ - $ -
December 31, 2011
Derivative Pay Rate Received Rate
Financial Maturity (Fixed Rate  (Floating Rate
Bank Instruments Principal Date %) %) Fair Value
Chinatrust Commercial Bank Interest rate $ 375,000 2013.05.16 2.480 0.861 $ (6,126)
swap
Chinatrust Commercial Bank " 375,000 2013.05.16 2.280 0.861 (5,380)
Citibank y 375,000 2013.05.16 2.480 0.861 (6,122)
Citibank y 375,000 2013.05.16 2.460 0.861 (6,047)
Citibank y 375,000 2013.05.16 2.280 0.861 (5,375)
Citibank " 375,000 2013.05.16 2.260 0.861 (5,301)
2,250,000 (34,351)
Less current portion (1,500,000) 22901
$ 750,000 $ (11,450)
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Approaches and assumptions employed in assesdrfgithvalue of financial instruments are summatize
as follows:

a. The fair value of cash and cash equivalentgivable, payable, short-term loans, refundable sigfpo
and guarantee deposits received, approximatesahgiying value due to the short-term maturities of
these financial instruments.

b. The fair values of financial instruments at faalue through profit or loss, and available-folesa
financial assets are quoted by market price. asd instruments with no quoted market pricesy thei
fair values are determined using valuation techesquncorporating estimates and assumptions
consistent with those generally used by other mao&dicipants to price financial instruments.

Fair values of derivatives are based on their qupt&es in an active market. For those derivative
with no quoted market prices, their fair values @egermined using valuation techniques incorpogatin
estimates and assumptions consistent with thosergignused by other market participants to price
financial instruments.

c. The fair values of investments accounted fothgyequity method are based on their quoted piices
the active market. For those investments with mated market prices, their fair values are based on
the net equity value in the financial report vexdfiand certified by an independent accountant.

d. Financial assets carried at cost are investmeniaquoted shares, which have no quoted pricesin
active market and entail an unreasonably high wosebtain verifiable fair values. Therefore, no fa
value is presented.

e. The fair value of long-term debt is estimatesiobon the net present value of expected cash.flows

The fair value of financial instruments that uskd uoted market price in active market or othethog
of valuation was summarized as follows:

Quoted Market Price in Other Method of
Active Market Valuation
2012 2011 2012 2011
Assets
Available-for-sale financial
assets, current $ 3,723,007 $ 3,282,473 $ - $ -
Liabilities
Financial liabilities at fair value
through profit or loss, current - - 28,809 16,998
Hedging derivative liabilities,
current - - 5,430 22,901
Hedging derivative liabilities,
noncurrent - - - 11,450

As at December 31, 2012 and 2011, financial liakdi exposed to cash flow interest rate risk were
$22,587,165 thousand and $21,249,133 thousandatbsgly.

Financial Risk Information

a. Market risk
The risk that the Company has on portfolios of ratakle equity securities comes from changes in
market price. If one percentage decline in mamae would cause the fair value of financial

instruments to decline by $50,668 thousand and3342thousand, respectively, as at December 31,
2012 and 2011.
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Credit risk

Financial instruments are evaluated for credit mgkch represents the potential loss that would be
incurred by the Company if the counterparties odtparties breached the contracts. The risk facto
include centralization of credit, components, cacttifigure, and accounts receivable. The Company
requires significant clients to provide guaranteesther rights to reduce credit risk of the Compan
effectively.

Liquidity risk

The Company has the ability to meet its financiigations; thus, liquidity risks virtually do nekist.
Financial assets at fair value through profit osslcand available-for-sale financial assets of the
Company are saleable in active market; thus, theybe quickly and easily sold with price closedi f
value.

Cash flow interest rate risk

The Company engaged in floating-interest-rate,tsfeom and long-term borrowings. Therefore, cash
flows are expected to fluctuate due to changesarket interest rates. If one percentage increase i
market rate would cause the Company to increaseaib-out by $225,872 thousand and $212,491
thousand, respectively, in 2012 and 2011.

The purpose and strategies of financial riskagament

The type, objective and strategy for derivativarinments held by the Company in 2012 and 2011 were
as follows:

Type Objective Strategy
Hedging
Interest rate swap contract To hedge risks on interest rateReduce the effects of future
cash flow related to interest
rate by changing money
market linked floating rate
liabilities transactions to
fixed-rate transactions
Non-hedging
Forward exchange contracts, To manage risks on exchangeClosely monitor and manage
exchange rate option contracts, rate and interest rate the risk of fluctuations in
Cross currency swap contracts market price or cash flow

and interest rate swap contracts

-39 -



29. RELATED PARTY TRANSACTIONS

Names and relationships of the related partieasfellows:

Name

Relationship

Wealthplus Holdings Limited (“Wealthplus”)

Pou Shine Investments Co., Ltd. (“Pou Shine”)

Pou Yuen Technology Co., Ltd. (“Pou Yuen
Technology”)

Barits Development Corporation (“Barits
Development”)

Song Ming Investments Co., Ltd. (“Song Ming”)

Pou Yii Development Co., Ltd. (“Pou Yii")

Pro Arch International Development Enterprise Inc.

(“Pro Arch International”)

Yue Yuen Industrial (Holdings) Limited (“Yue Yuen”)

Sheachang Enterprise Corp. (“Sheachang”)
Windsor Entertainment Co., Ltd. (“Windsor
Entertainment”)

The Company holds a 100% ownership interest

The Company holds a 100% ownership interest

The Company holds a 97.82% ownership
interest

The Company holds a 99.47% ownership
interest

Barits Development holds a 100% ownership
interest

The Company and Song Ming hold a 75.00%
ownership interest

The Company holds a 96.32% ownership
interest

The Company indirectly holds a 49.98%
ownership interest

Related party in substance

The Company holds a 100% ownership interest

Pou Chien Chemical Co., Ltd. (“Pou Chien Chemical’)Yue Yuen indirectly holds a 100% ownership

Yue Dean Technology Corp. (“Yue Dean”)

interest

Yue Yuen indirectly holds a 100% ownership
interest

San Fang Chemical Industry Co., Ltd. (“San Fang”) Pou Chien and Yue Dean are its directors

Platinum Long John Co., Ltd. (“Platinum Long John”) Yue Yuen indirectly holds a 48.76% ownership

Pou Yu Biotechnology Co., Ltd. (“Pou Yu
Biotechnology™)

LNC Technology Co., Ltd. (“LNC Technology”)

interest

Wealthplus indirectly holds a 69.44&wnershig
interest

The Company holds a 77.00% ownership
interest

Ruen Chen Investment Holding Co., Ltd. (“Ruen Cherrhe Company holds a 20.00% ownership

interest

The Right and Great Asia-Pacific Realty DevelopmentfThe Company holds a 100.00% ownership

Co., Ltd. (“Right and Great Asia-Pacific”)
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The Company’s major transactions with the relatedigs were summarized as follows:
Sales and Technical Service Income

Sales to related parties for the years ended Deze8ih 2012 and 2011 were as follows:

2012 2011
Amount Percentage Amount Percentage
Yue Yuen $ 10,271,720 94 $ 12,038,584 92
Sheachang 133,871 1 186,906 1
Others 81,975 1 85,224 1
$ 10,487,566 _96 $ 12,310,714 4

The price and collection terms for both relatediparand unrelated parties are similar.

In April 1997, the Company entered into a techngmalice agreement with Yue Yuen. According to the
agreement, the service fees that the Companyedidive from Yue Yuen are determined by:

a. For products developed by the Company and so¥le Yuen, 0.5% of net sales invoice amounts.

b. For materials, machines and other goods purdhasgpected and arranged for shipment through the
Company from Taiwan suppliers, 1% of supplier'soice amounts.

c. For materials, machines and other goods purdhfieen Taiwan or overseas directly by Yue Yuen
through sourcing services provided by the Comp@rsfb of the supplier’s invoice amounts.

Cost of Sales - Purchases

Purchases from related parties for the years emEmbmber 31, 2012 and 2011 were summarized as
follows:

2012 2011
Amount Percentage Amount Percentage
San Fang $ 451,284 6 $ 376,272 4
Platinum Long John 400,275 5 368,608 4
Yue Yuen 220,926 3 544,677 6
Others 2,487 - 4,400 -
$ 1,074,972 14 $ 1,293,957 4

The purchase price and payment terms for bothedlaérties and unrelated parties are similar.
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Rent Income

Rent income from related parties for the years dridecember 31, 2012 and 2011 was summarized as
follows:

2012 2011
Amount Percentage Amount Percentage
Windsor Entertainment $ 108,135 64 $ 108,002 65
Pou Chien Chemical 13,900 8 14,391 9
Others 30,882 19 27,814 16
$ 152,917 _ 91 $ 150,207 90

Notes and Accounts Receivable

Notes and accounts receivable from affiliates a®etember 31, 2012 and 2011 were summarized as
follows:

2012 2011
Amount Percentage Amount Percentage
Notes receivable
Sheachang $ - - $ 43,684 89
Others 302 1 203 -
302 1 43,887 89
Accounts receivable
Yue Yuen 1,382,790 90 1,231,606 89
Others 56,356 4 70,972 5
1,439,146 94 1,302,578 94
$ 1,439,448 $ 1,346,465

Notes and Accounts Payable

Notes and accounts payable to related parties &ee@mber 31, 2012 and 2011 were summarized as
follows:

2012 2011
Amount Percentage Amount Percentage
Notes payable
San Fang $ 38,182 66 $ 25,843 42
Accounts payable
Platinum Long John 46,147 4 31,574 3
San Fang 29,121 2 18,738 2
Yue Yuen 14,845 1 51,789 4
Others 797 - 646 -
90,910 _ 7 102,747 _9
$ 129,092 $ 128,590
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Compensation of Directors, Supervisors and Managemeé Personnel

Compensation of Directors, Supervisors and ManagerRersonnel for the years ended December 31,
2012 and 2011 was as follows:

2012 2011
Salaries (reward) $ 30,372 $ 19,953
Incentives 119,529 80,722
Special compensation 4,842 5,852
Bonus 9,200 11,800
Pension cost 1,743 1,392

$ 165,686 $ 119,719
Financing to Related Parties (Recorded under “OtheReceivables”)

The Company’s financing to related parties for ylears ended December 31, 2012 and 2011 was as
follows:

2012
Maximum Interest Rate
Balance Ending Balance Range Interest Income
Right and Great Asia-Pacific  $ 22,600 3$ - 2.68% 3$ 213
2011
Maximum Interest Rate
Balance Ending Balance Range Interest Income
Right and Great Asia-Pacific  $ 17,000 $ 17,000 2.68% $ 92

Property Transactions

The Company sold partial properties to relatedigmrior the year ended December 31, 2011 was as
follows:

2011
Gain (Loss) on
Item Carrying Value Selling price Disposal
Windsor Entertainment Machinery equipment $ 16 $ 17 $ 1
Furniture, fixtures and
office equipment 3,667 6,046 2,379
Other equipment 3,922 4,590 668
Leased-out assets 25,383 25,378 (5)

$ 32,988 $ 36,031 $ 3,043

Property Guarantees
The Company has provided 820,000 thousand sharéueh Chen as collateral of the long-term loans

made by Ruen Chen from banks. The maximum amouatagteed by the Company was set at
$7,500,000 thousand.
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Credit Guarantees

See Note 30.

. COMMITMENTS AND CONTINGENCIES
Letters of Credit

Outstanding letters of credit as at December 312 2@ere as follows:

$ 79,740

U.S. dollars (in dollars)

Per the request from FSC and other authorities,Chmpany guaranteed that the shares of Yue Yuen
owned by the Company’s subsidiary, Wealthplus,cigstody will not be disposed or pledged during the

custody period from June 27, 2013 to June 27, 2b2&onnection with the investment in Nan Shan Life

Insurance Co., Ltd. through Ruen Chen.

As at December 31, 2012 the Company had guaratiiegshyments of credit of related parties as fadtow

31.

32.

Related Party Amount
Wealthplus $ 15,513,168
Barits Development 5,471,200
Pro Arch International 450,000
Pou Shine 1,600,000
Pou Yuen Technology 1,592,672
Pou Yii 400,000
LNC Technology 44,698
Pou Yu Biotechnology 5,593
Ruen Chen 7,500,000

$ 32,577,331

OPERATING SEGMENT FINANCIAL INFORMATION

The Company presented its segment informationdrcémsolidated financial statements.

EXCHANGE RATE INFORMATION OF FOREIGN-CURRENCY F INANCIAL ASSETS AND

LIABILITIES

The significant foreign-currency financial assatd &abilities were as follows:

December 31
2012 2011
Foreign New Taiwan Foreign New Taiwan
Currencies Exchange Dollars Currencies Exchange Dollars
(Thousands) Rate (Thousands) (Thousands) Rate (Thousands)
Financial assets
Monetary items
uUsb $ 113,176,771 29.04 $ 3,286,653 $ 56,294,612 30.275 $ 1,704,319

Investment accounted for by
the equity method
usD 1,905,134,435
Financial liabilities

Monetary items

uUsbD 2,149,504

29.04

29.04

55,325,174 1,688,284,708

62,423 2,732,675
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33. PRE-DISCLOSURE OF THE ADOPTION OF INTERNATIONAL FINANCIAL REPORTING
STANDARDS

According to Rule No. 0990004943 issued by the B8&Gebruary 2, 2010, the Company disclosed the
information regarding the adoption of Internatiof@hancial Reporting Standards (IFRSs) in the 2012

consolidated financial statements.
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