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Independent Auditors’ Review Report

To the Board of Directors
Makalot Industrial Co., Ltd.:

Introduction

We have reviewed the accompanying consolidated balance sheets of Makalot Industrial Co., Ltd. (the
“Company”) and its subsidiaries (together referred to as the “Group™) of June 30, 2018 and 2017, the related
consolidated statements of comprehensive income for the three months and six months ended June 30, 2018 and
2017, as well as the changes in equity and cash flows for the six months ended June 30, 2018 and 2017, and
notes to the consolidated financial statements, including a summary of significant accounting policies. The
management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities Issuers and
International Accounting Standards (“IASs”) 34, “Interim Financial Reporting” endorsed and issued into effect
by the Financial Supervisory Commission of the Republic of China. Our responsibility is to express a
conclusion on the consolidated financial statements based on our review.

Scope of Review

Except as explained in the Basis for Qualified Conclusion paragraph, we conducted our reviews in accordance
with Statement of Auditing Standards 65, “ Review of Financial Information Performed by the Independent
Auditor of the Entity”. A review of the consolidated financial statements consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with the generally
accepted auditing standards and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Basis for Qualified Conclusion

As stated in Note 4(b), the consolidated financial statements included the financial statements of certain non-
significant subsidiaries, which were not reviewed by independent auditors. These financial statements reflect
total assets amounting to $3,028,096 thousand and $3.083,866 thousand, constituting 22.11% and 23.30% of
consolidated total assets as of June 30, 2018 and 2017, respectively, total liabilities amounting to $1,376,679
thousand and $1,276,772 thousand, constituting 23.64% and 22.91% of consolidated total liabilities as of June
30, 2018 and 2017, respectively, total comprehensive income (loss) amounting to $76,732 thousand, $(12,972)
thousand, $(11,200) thousand and $(92,069) thousand, constituting 19.71%, (5.50)%, (1.78)% and (27.97)% of
consolidated total comprehensive income (loss) for the three months and six months ended June 30, 2018 and
2017, respectively, and total net income (loss) amounting to $29,048 thousand, $(4,635) thousand, $(38,094)

thousand and $154 thousand, constituting 12.08%, (2.20)%, (6.86)% and 0.03% of consolidated total net
income (loss) for the three months and six months ended June 30, 2018 and 2017, respectively.
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Furthermore, as stated in Note 6(f), investments under equity method of the Group amounting to $156,460
thousand and $179,025 thousand as of June 30, 2018 and 2017, respectively, and the share of loss of
investments under equity method from these investee companies amounting to $(3,994) thousand, $(7,935)
thousand, $(4,373) thousand and $(15,108) thousand for the three months and six months ended June 30, 2018
and 2017, respectively, were recognized solely on the financial statements prepared by these investee
companies, but not reviewed by independent auditors.

Qualified Conclusion

Except for the adjustments, if any, as might have been determined to be necessary had the financial statements
of certain consolidated subsidiaries and equity accounted investee companies described in the Basis for
Qualified Conclusion paragraph above been reviewed by independent auditors, based on our reviews, nothing
has come to our attention that causes us to believe that the accompanying consolidated financial statements do
not present fairly, in all material respects, the consolidated financial position of Makalot Industrial Co., Ltd. and
its subsidiaries as of June 30, 2018 and 2017, and of its consolidated financial performance for the three months
and six months ended June 30, 2018 and 2017, as well as its consolidated cash flows for the six months ended
June 30, 2018 and 2017 in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers and 1ASs 34, “Interim Financial Reporting” endorsed and issued into effect by the Financial
Supervisory Commission of the Republic of China.

The engagement partners on the reviews resulting in this independent auditors’ review report are Chi-Lung Yu
and Heng-Shen Lin.

KPMG

Taipei, Taiwan (Republic of China)
August 8, 2018

Notes to Readers

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

The independent auditors’ review report and the accompanying consolidated financial statements are the English translation of the
Chinese version prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the
English and Chinese language independent auditors’ report and consolidated financial statements, the Chinese version shall prevail.
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(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese.)
Reviewed Only, Not Audited In Accordance With Generally Accepted Auditing Standards
MAKALOT INDUSTRIAL CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income -
For the six months ended June 30, 2018 and 2017
(Expressed in thousands of New Taiwan Dollars , except for earnings per share)

For the three months ended June 30

For the yix months ended June 30

2018 20t7 2018 2017
Amount % _Amount % _Amount % _Amount %
4000 Operating revenue, net (notes 6(q)) $ 5065240 100 4,686,99t 100 10,196,328 100 10,218,193 100
5000 Operating costs (notes 6(d)}(1}(m), 7 and 12) 4083700 __ 81 _ 3.809.121 _ 81 _ 8,198,069 _ 80 _ 8.293.684 _ 81
Gross prefit from operations 981,540 __19 877.870 __19 1.998.250 _ 20 1924509 _ 19
Operating expenses (notes 6{I}(m)(r) and 12):
6100 Selling expenses 348,848 7 311,957 7 666,281 7 641,959 7
6200 Administrative expenses 287039 __ 5 254306 _ 5 369814 _ 6 533440 _ 3
Total operating expenses 635887 _ 12 566,263 _ 12 _ 1.236,155 _ 13 1.175399 _ 12
Net operating income 345653 ___ 17 311,607 7 762,104 ___ 7 749,110 __ 7
Non-operating income and expenses:
7010 Other income (note 6(s)) 10,026 - 9977 - 19,289 - 18,627 -
7020 Other gains and losses (notes 6(s})) (17,216) (1) (32,3760 (1) (17,556} - (69,294) (1)
7050 Finance costs (notes 6G)(s) (15,650) - (10,750) - (33,993} - (26,290) -
7070 Share of boss of investments under equity method (3.994) _ - (7.935) _ - 4373y __ - (15.108) _ -~
Total non-operating income and expenses (26.834) _ (D) (41,084 __ (1 (36.633y _ - _ (92065 _ (1
7900 Profit before income tax 318,819 6 270,523 6 725,471 i 657,045 6
7950 Less: income tax expenses {note 6(n)) 78259 _ 1 59.853 _ 1 170.010 __ 2 133390 _ 1
Praofit 240.560 __ 5 210670 __ 5 555461 _ 5 523,655 _ S
8300 Other comprehensive income:
8310 Ttems that will not be reclassified subsequently te profit or loss
8311 Remeasurements of net defined benefit plans 3,169 - - - 3316 - 1,080 -
8349 TIncome tax related to components of other comprehensive income that will
not be reclassified to profit or loss _ . . - _ . (398) -
3160 _ - - - 3316 _ - 682 _ -
8360 Ttems that will be reclassified subsequently to profit or loss
8361 Exchange differences on translation of foreign financial staternents 145,590 3 25,233 - 71,420 1 (195,195) (2)
§399 Incorme tax related to components of other comprehensive income that will _ R . _ _ _
be reclassified to profit or loss e b — —
145590 __ 3 25233 _ - 71420 _ 1 (195.195) _ {2
8300 Other comprebensive fncome, net 148750 _ 3 25233 _ - 74,736 __1 (194513) _ (3
Comprehensive income 5 380319 __8 235903 __ 5 __630497 __ 6 _ 320042 _ 3
Profit attributable to:
Owners of parent $ 231,347 5 203,195 5 551,180 5 517,612 5
Non-controlling interests 9213 _ - 7475 - 4281 _ - 6,043 _ -
5 240,560 __5 210670 __ 5 555461 __§ 523655 __5
Comprehensive income attributable to:
8710 Owners of parent 3 379,862 8 228,062 5 625,729 6 324,548 3
8720 Nom-controlling interests 9457 _ - 7841 _ - 4,468 __ - 4594 _ -
s 389310 _8 235003 __ 5 630,197 _6 329142 __ 3
Earnings per share (note 6{p)}
9750 Basic eamnings per share (NT dollars) § L.10 0.98 _ 263 ]
9850 Diluted earnings per share (NT dollars) 5 1.10 0.97 %62 2.47

See accompanying notes to financial statements.
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(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese.)
Reviewed Only, Not Audited In Accordance With Generally Accepted Aunditing Standards

MAKALOT INDUSTRIAL CO., LTD. AND SUBSIDIARIES

Consolidated Statemenis of Cash Flows
For the six months ended June 30, 2018 and 2617
(Expressed in thousands of New Taiwan Dollars)

Cash flows from (used in) operating activities:
Profit before tax
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation expense
Amortization expense
Expected credit loss (gain) / Provision (reversal of provision) for bad debt expense
Net gain on financial assets or liabilities at fair value through profit or loss
Interest expense
Interest income
Share of loss of investments under equity method
Loss on disposal of property, plan and equipment
Gain on disposal of investments under equity method
Tmpairment Joss on non-financial assets
Total adjustments to reconcile profit (loss)
Changes in operating assets and liabilities:
Changes in operating assets:
Accounts receivable
Inventories
Other financial assets
Other operating assets
Total changes in operating assets
Changes in operating liabilities:
Nates payable
Accounts payable
Accounts payable —related parties
Other payable
Other current liabilities
Accrued pension liabilities
Other operating Liabilities
Total changes in operating liabilities
Total changes in operating assets and liabilities
Total adjustments
Cash inflow generated from operations
Tnterest received
Interest paid
Tncome taxes paid
Net cash flows from (used in) operating activities
Cash flows used in investing activities:
Proceeds from disposal of investments under equity method
Increase in long-term prepayments
Acquisition of propetty, plant and equipment
Proceeds from disposal of property, plant and equipment
Decrease in refundable deposits
- Acquisition of intangible assels
Other investing activities
Net cash flows used in Investing activities
Cash fows from (used in) financing activities:
Increase {decrease) in short-term loans
Acquisition of ownership interests in subsidiaries
Dividends received frorm non-contrelling interests
Net cash Nows [rom (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes to financial statements.

For the six months ended June 30

2018 2017
$ 725,471 657,045
176,132 176,223
9,395 15,468
(169) (798)
(4,368) (11,761)
21,758 13,670
(6,485) 4,737
4373 15,108
1,577 11,182
(57} -
703 -

202.859 214,355
(27,696) 65,196
(735,877) 401,853)
(149,200) (71,404)

{89.017) (69.885)
(1.001.790) {477.946)
(1,932} 3,362
215,383 118,635
27,129 11,989
(258,792) (239,457
9,944 9,288)
4,073 - (3,268)
98,844 (20.339)
94,649 (138.364)
(907.141) (616310}
(704.282) (401.955)
21,189 255,090
5,768 4,856
(21,413) (12,278)
(126.888) (113,698}
(121,344) 133,970
19,731 -
14,138) (22,140}
(i27,704) (108,762)
2,392 32,955
(5,630) 6,025
(3,102) (5,773)
(281) (269)
{128,732) (97.964)
354,984 (54,113)
. (15,739)
(8.590) (23.930)
346,394 (93,782)
31,864 (73,344)
128,182 (131,120)
1,539,067 1,749,550
5 1,687,249 1,618,430




(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese.)
Reviewed only, not audited in accordance with generally accepted auditing standards

MAKALOT INDUSTRIAL CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
June 30, 2018 and 2017

(Expressed in thousands of New Taiwan Dollars, unless otherwise specified)

(1) Company history

Makalot Industrial Co., Ltd. (the Company) was incorporated in Januvary 10, 1990 and registered with the
Ministry of Economic Affairs, R.O.C. The address of the Company’s registered office is 8F No.550 Sec.
4 Zhongxiao E. Rd., Taipei City. The Company and its subsidiaries (the Group) is primarily involved in
the manufacturing, processing, and wholesaling of garments.

(2} Approval date and procedures of the consolidated financial statements

The consolidated financial statements were reported to the board of directors for issuance on August 8,
2018.

(3) New standards, amendments and interpretations adopted:

(a) The impact of the International Financial Reporting Standards (“IFRSs”) endorsed by the Financial
Supervisory Commission, R.O.C. (“FSC”) which have already been adopted.

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2018.

Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendment to IFRS 2 “Clarifications of Classification and Measurement of January 1, 2018

Share-based Payment Transactions”

Amendments to IFRS 4 “Applying IFRS 9 Financial Instruments with IFRS 4 January 1, 2018
Insurance Contracts™

IFRS 9 “Financial Instruments™ ‘ January 1, 2018
IFRS 15 “Revenue from Contracts with Customers” January 1, 2018
Amendment to IAS 7 “Statement of Cash Flows -Disclosure Initiative” January 1, 2017

Amendment to IAS 12 “Income Taxes- Recognition of Deferred Tax Assets for ~ January 1, 2017
Unrealized Losses”

Amendments to IAS 40 “Transfers of Investment Property” January 1, 2018
Annual Improvements to IFRS Standards 2014-2016 Cycle:
Amendments to IFRS 12 January 1, 2017
Amendments fo IFRS 1 and Amendments to JAS 23 Januvary 1, 2018
IFRIC 22 “Foreign Currency Transactions and Advance Consideration” January 1, 2018

(Continued)



MAKALOT INDUSTRIAL CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Except for the following items, the Group believes that the adoption of the above IFRSs would not
have any significant impact on its consolidated financial statements. The extent and impact of
signification changes are as follows:

()

(i)

IFRS 15 “Revenue from Contracts with Customers”

IFRS 15 establishes a comprehensive framework for determining whether, how much and
when revenue is recognized. It replaces the existing revenue recognition guidance, including
IAS 18 “Revenue” and IAS 11 “Construction Contracts™.

The Group applied this standard retrospectively to each prior reporting period on its
consolidated financial statements.

The Group uses the practical expedients for completed contracts, which means it need not
restate those contracts that have been completed on January 1, 2017, and contracts that begin
and end within 2017.

The following are the nature and impacts on changing of accounting policies:
1)  Sales of goods

For the sale of products, revenue was previously recognized when the related risks and
rewards of ownership were transferred. Revenue is recognized at this point provided that
the revenue and costs can be measured reliably, the recovery of the consideration is
probable and there is no continuing management involvement with the goods. Under
IFRS 15, revenue is recognized when a customer obtains control of the goods.

2) Impacts on financial statements

The adoption of IFRS15 did not have any significant impact on its recognition of revenue
from contracts and related cost.

IFRS 9 “Financial Instruments™

IFRS 9 replaces JAS 39 “Financial Instruments: Recognition and Measurement” which
contains classification and measurement of financial instruments, impairment and hedge
accounting.

As a result of the adoption of IFRS 9, the Group adopted the consequential amendments to IAS
1 “Presentation of Financial Statements” which requires impairment of financial assets to be
presented in a separate line item in the statement of profit or loss and OCL Previously, the
Group’ s approach was to include the impairment of trade receivables in administrative
expenses. Additionally, the Group adopted the consequential amendments to IFRS 7 Financial
Instruments: Disclosures that are applied to disclosures about 2018 but generally have not been
applied to comparative information.

(Continued)
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The detail of new significant accounting policies and the nature and effect of the changes to
previous accounting policies are set out below:

1)

2)

3

Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at
amortized cost, fair value through other comprehensive income (FVOCI) and fair value
through profit or loss (FVTPL). The classification of financial assets under IFRS 9 is
generally based on the business model in which a financial asset is managed and its
contractual cash flow characteristics. The standard eliminates the previous IAS 39
categories of held to maturity, loans and receivables and available for sale. Under TFRS
9, derivatives embedded in contracts where the host is a financial asset in the scope of
the standard are never bifurcated. Instead, the hybrid financial instrument as a whole is
assessed for classification. For an explanation of how the Group classifies and measures
financial assets and accounts for related gains and losses under IFRS 9, please see note
4(c).

The adoption of IFRS 9 did not have any significant impact on its accounting policies on
financial liabilities.

Impairment of financial assets

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with the ‘expected credit loss’®
(ECL) model. The new impairment model applies to financial assets measured at
amortized cost, contract assets and debt investments at FVOCI, but not to investments in
equity instruments, Under IFRS 9, credit losses are recognized earlier than they are under
IAS 39 — please see note 4(c).

Transition
The adoption of IFRS 9 have been applied retrospectively, except as described below,

‘Differences in the carrying amounts of financial assets and financial liabilities resulting
from the adoption of IFRS 9 are recognized in retained earnings and reserves as on
January 1, 2018. Accordingly, the information presented for 2017 does not generally
reflect the requirements of IFRS 9 and therefore is not comparable to the information .
presented for 2018 under IFRS 9.

-The following assessments have been made on the basis of the facts and circumstances
that existed at the date of initial application.

— The determination of the business madel within which a financial asset is held.

— The designation and revocation of previous designations of certain financial
assets and financial liabilities as measured at FVTPL.

— The designation of certain investments in equity instruments not held for trading
as at FVOCI.

(Continued)
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If an investment in a debt security had low credit risk at the date of initial application of
IFRS 9, then the Group assumed that the credit risk on its asset will not increase

significantly since its initial recognition.

Classification of financial assets on the date of initial application of IFRS 9

The following table shows the original measurement categories under IAS 39 and the
new measurement categories under IFRS 9 for each class of the Group’s financial assets
as of January 1, 2018.

Financial Assefs
Cash and equivalents

Held-for-trading non-
derivative financial
assets

Account receivable,
net

Other financial assets

Refundable deposits

IAS39 IFRS9
. Carrying Carrying
Measurement categories Amount Measurement categories Amount
Loans and receivables 1,559,067 Amortized cost 1,559,067
Designated as at FVTPL 62,748 Mandatorily at FVTPL 62,748
(note 1)
Loans and receivables (note 700,771 Amortized cost 700,771
2
Loans and receivables (note 2,083,238 Amortized cost 2,083,238
2)
Loans and receivables‘(note 83,744 Amortized cost 83,744

2)

notel: Under IAS 39, these equity securities were classified as at FVTPL because they
were managed on a fair value basis and their performance was monitored on this
basis. These assets have been classified as mandatorily measured at FVTPL
under JFRS 9.

note2: Notes and accounts receivables, other receivables, time deposits over 3 months
and guarantee deposits paid that were classified as loans and receivables under
IAS 39 are now classified at amortized cost.

Reconciling the carrying amounts of financial assets under IAS 39 to the carrying
amounts under IFRS 9 upon transition to IFRS 9 on 1 January, 2018 did not have any
significant reclassifications, remeasurements and adjustments.

{Continued)
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(b) The impact of IFRS endorsed by FSC but not yet effective

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2019 in accordance with Ruling No.
1070324857 issued by the FSC on July 17, 2018:

Effective date
New, Revised or Amended Standards and Interpretations per IASB

IFRS 16 “Leases” January 1, 2019
IFRIC 23 “Uncertainty over Income Tax Treatments™ January 1, 2019
Amendments to IFRS 9 “Prepayment features with negative compensation” January 1, 2019
Amendments to IAS 19 “Plan Amendment, Curtailment or Settlement” January 1, 2019
Amendments to IAS 28 “Long-term interests in associates and joint ventures” January 1, 2019
Annual Improvements to IFRS Standards 2015-2017 Cycle January 1, 2019

Except for the following items, the Group believes that the adoption of the above IFRSs would not
have any material impact on its consolidated financial statements. The extent and impact of
signification changes are as follows:

()

IFRS 16 “Leases™

IFRS 16 replaces the existing leases guidance, including IAS 17 Leases, [FRIC 4 Determining
whether an Arrangement contains a Lease, SIC-15 Operating Leases — Incentives and SIC-27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

IFRS 16 introduces a single and an on-balance sheet lease accounting model for lessees. A
lessee recognizes a right-of-use asset representing its right to use the underlying asset and a
lease liability representing its obligation to make lease payments. In addition, the nature of
expenses related to those leases will now be changed since IFRS 16 replaces the straight-line
operating lease expense with a depreciation charge for right-of-use assets and interest expense
on lease liabilities. There are recognition exemptions for short-term leases and leases of low-
value items. The lessor accounting remains similar to the current standard — i.e. the lessors will
continue to classify leases as finance or operating leases.

The Group has completed an initial assessment of the potential impact on its consolidated
financial statements, wherein the detailed asscssment has yet to be completed. The actual
impact of applying IFRS 16 on its financial statements in the period of initial application will
depend on future economic conditions, including the Group’ s discounting rate, the
composition of the Group’s lease portfolio at that date, the Group’s latest assessment of
whether it will exercise any lease renewal options and the extent to which the Group chooses
to use practical expedients and recognition exemptions.

(Continued)
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So far, the most significant impact identified is that the Group will have to recognize the new
assets and liabilities for its operating leases of offices, warehouses and factory facilities. No
significant impact is expected for the Group’s finance leases. Besides, The Group does not
expect the adoption of IFRS 16 to have any impact on its ability to comply with the revised
maximum leverage threshold loan covenant.

1) Determining whether an arrangement contains a lease
On transition to IFRS 16, the Group can choose to apply either of the following:
JIFRS 16 definition of a lease to all its contracts; or

-a practical expedient does not need any reassessment whether a contract is, or contains,
a lease.

The Group plans to apply the practical expedient to grandfather the definition of a lease
upon fransition. This means that it will apply IFRS 16 to all contracts entered into before
January 1, 2019 and identified as leases in accordance with IAS 17 and IFRIC 4.

2)  Transition
As a lessee, the Group can apply the standard using either of the following:
‘retrospective approach; or
-modified retrospective approach with optional practical expedients.
The lessee applies the election consistently to all of its leases.

On Januvary 1, 2019, the Group plans to initially apply IFRS 16 using the modified
retrospective approach. Therefore, the cumulative effect of adopting IFRS 16 will be
recognized as an adjustment to the opening balance of retained earnings at January 1,
2019, with no restatement of comparative information.

When applying the modified retrospective approach to leases previously classified as
operating leases under IAS 17, the lessee can elect, on a lease-by-lease basis, whether to
apply a number of practical expedients on transition. The Group is assessing the potential
impact of using these practical expedients.

The Group is not required to make any adjustments for leases in which the Group is the
lessor except where the Group is the intermediate lessor in a sub-lease.

(il) TFRIC 23 Uncertainty over Income Tax Treatments

In assessing whether and how an uncertain tax treatment affects the determination of taxable
profit (tax loss), tax bases, unused tax losses, unused tax credits, as well as tax rates, an entity
shall assume that a taxation authority will examine the amounts it has the right to examine and
have a full knowledge on all related information when making those examinations.

(Continued)
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If an entity concludes that it is probable that the taxation authority will accept an uncertain tax
treatment, the entity shall determine the taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits, as well as tax rates consistently with the tax treatment used or planned to be
used in its income tax filings. Otherwise, an entity shall reflect the effect of uncertainty for
each uncertain tax treatment by using either the most likely amount or the expected value,
depending on which method the entity expects to better predict the resolution of the
uncertainty.

So far, the most significant impact identified is that the Group will have to recognize the new
income tax liabilities and income tax expense for its uncertainty over income tax treatments.

The impact of IFRS issued by IASB but not yet endorsed by the FSC

As of the date, the following IFRSs have been issued by the IASB, but have yet to be endorsed by
the FSC:

Effective date

New, Revised or Amended Standards and Interpretations per IASB
Amendments to IFRS 10 and IAS 28 “Saie or Contribution of Assets Between Effective date to
an Investor and Its Associate or Joint Venture” be determined

by IASB
IFRS 17 “Insurance Contracts” January 1, 2021
Those which may be relevant to The Group are set out below:
Issuance / Release Standards or
Dates Interpretations Content of amendment

September 11,2014 Amendmentsto IFRS 10 and  The amendments address an acknowledged
IAS 28 “Sale or Contribution  inconsistency between the requirements in
of Assets Between an Investor IFRS 10 and those in IAS 28 (2011) in

and Its Associate or Joint dealing with the sale or contribution of assets
Venture™ between an investor and its associate or joint
venture.

The main consequence of the amendments is
that a full gain or loss is recognized when a
transaction involves a business (whether it is
housed in a subsidiary or not). A partial gain

- or loss is recognized when a transaction
involves assets that do not constitute a
business, even if these assets are housed in a
subsidiary.

The Group is evaluating the impact of its initial adoption of the abovementioned standards or

interpretations on its consolidated financial position and consolidated financial performance. The
results thereof will be disclosed when the Group completes its evaluation.

(Continued)
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{4) Summary of significant accounting policies

(@)

()

Statement of compliance

The consolidated financial statements are the English translation of the Chinese version prepared
and used in the Republic of China. If there is any conflict between, or any difference in the
interpretation of the English and Chinese language consolidated financial statements, the Chinese
version shall prevail.

These consolidated financial statements have been prepared in accordance with the preparation and
guidelines of IAS 34 “Interim Financial Reporting” which are endorsed and issued into effect by
FSC and do not include all of the information required by the Regulations and International
Financial Reporting Standards, International Accounting Standards, IFRIC Interpretations and SIC
Interpretations endorsed and issued into effect by the FSC (hereinafter referred to IFRS endorsed by
the FSC) for full anmzal consolidated financial statements.

Except the following accounting policies mentioned below, the significant accounting policies
adopted in the consolidated financial statements are the same as those in the consolidated financial
statement for the year ended December 31, 2017. For the related information, please refer to note 4
of the consolidated financial statements for the year ended December 31, 2017.

Basis of consolidation

(i) List of subsidiaries in the consolidated financial statements

Ownership %

Name of Principal June 30, December June 30,
Investor Name of Subsidiary activity 2018 31,2017 2017 Note
The Company  PT Crystal Garment (PT Crystal) Manufacture of 9940 % 99.40 % 99.40 %
garments
The Company  Global Trading Int'l Corp. (Global) Sale of textiles 100.00 % 100.00 % 100.00 %
The Company  Loyal Trading Int'l Co., Ltd. (Loyal} Sale of textiles 100.00 % 100.00 % 100.00 %
The Company  Leader Garments Corp. (Leader PH) Manufacture of 99,99 % 69.99 % 99.99 %
garments
The Company  Diamond Apparel Mfg., Inc. (Diamond) Manufacture of 99.99 % 99.99 % 99.99 %
garments
The Company  Primeline Fashion, Inc. {Primeline) Manufacture of 99.99 % 99.99 % 99.99 %
garments
The Company  Fortune Star Investment Limited Investment holding 100.00 % 100.00 % 100.00% Note 5
(Fortune Star)
The Company  Triple Int'l Corp. (Triple) Investment holding 100.00 % 100.00 % 100.00 %
The Company  Ecolot Textile Co., Ltd. (Ecolot) Trade services 61.65 % 61.65% 61.65 %
The Company  Great Time Globat Co., Ltd. (Great Trade services - % 100.00 % 100.00 % Note 4
Time). )
The Company  Glida Athleties Co,, Ltd, (Glida) Manufacture and 100.00 % 100.00 % 100.00 %
sales of garments
Global PT Glory Industrial Semarang (PT Manufacture of 95.00 % 95.00 % 95.00 % Note6
Glory) garments
Globat Makalot Garments (Cambodia) Co., Manufacture of 160.00 % 100.00 % 100.00 %
Ltd. (Makalot Cambodia) garmenis
Glaobal Makalot Garments (Vietnam) Co., Ltd. Manufacture of 100.00 % 100.00 % 100.00 %
(Makalot Vietnam) garments

(Continued)



MAKALOT INDUSTRIAL CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Ownership %

16

Name of Principal June 34, December June 30,
Investor Name of Subsidiary activity 2018 31,2017 2017 Note

Globat PT Starlight Garment Semarang (PT Manufacture of 5.00 % 5.00 % 5.00 % Note 1+ 5
Starlight) garments

Fortune Star Fund Eagle International Limited (Fund Investment holding 100.00 % 100.00 % 100.00 % Note 3
Eagle)

Fortune Star Wintep Industrial Limited (Wintop) Investment holding 100.00 % 100.00 % 100.00 %

Fortune Star Crown Era Industrial Limited (Crown  Investment holding 100.00 % 100.00 % 100.00 %
Era}

Fortune Star Crownway International Development  Investment holding 100.00 % 100.00 % 100.00 %
Limited (Crownway)

Fortune Star PT Starlight Garment Semarang (PT Manufacture of 95.00 % 95.00 % 95.00 % Note5
Starlight) garments

Fortune Star PT Glory Industrial Semarang (PT Manufacture of 5.00 % 5.00 % 5.00 % Note2+ 6
Glory) garments

Triple Moha Garments Co., Lid. (Moha) Manufacture of 100.00 % 100.00 % 100.00 %

garmenis

Triple Triple Garment (Vietnam) Co., Limited  Manufacture of 100.00 % 100.00 % 100.00 %
(Triple Vietnam) garments

Triple Top Trend Global Inc. (Top Trend) Investment holding 100.00 % 100.00 % 100.00 %

Top Trend Leader Garment (Vietnam) Co., Ltd, Manufacture of 100.00 % 100.00 % 100.00 %
(Leader Vietnam) garments

Fund Eagle Yangzhou Feng Yang Garmenis Co., Manufacture of - % - % 100.00 % Note 3
Limited (CFY) garments

Crownway Jiaxing Ruiyang Garment Co., Limited Manufacture of 100.00 % 100.00 % 100.00 %
(CJR) garments

Crownway Jiaxing Rising Garment Co., Limited = Manufacture of 100.00 % 100.00 % 100.00 % TNole 5
(CIY) garments

Wintop Shanghai Makalot Garment Co., Manufacture of 100.00 % 100.00 % 100.00 %
Limited (CMK) garments

Crown Era Jiaxing Suntex Garment Co., Limifed  Manufacture of 100.00 % 100.00 % 100.00 % Note 5
(CMZ) garments

Ecolot Top Shiny Industrial Limited (TOP Investment helding, 100.00 % 100.00 % 100.00 %
Shiny)

Top Shiny Eco-Lot Textile Co., Ltd. (CBS) Trade services 100.00 % 100.00 % 100.00 %

Note 1; Global bought 5% shares of PT Starlight Co., Ltd., with the approval of the Company’s board of
directors on May 9, 2017.

Note 2: Fortune Star bought 5% shares of PT Glory Co., Ltd., with the approval of the Company’s board of
directors on May 9, 2017.

Note 3: For the purpose of integrating the managerial resources of the subsidiaries in China, the Company
closed CFY, with the approval of the Company’s board of directors on January 9, 2017, and reduced
the capital of CFY and its investment holding company, Fund Eagle, by returning cash to the
Company through Fortune Star on August 7, 2017. CFY had completed the process of its
liquidation.

Note 4: The Company sold 100% shares of Great Time, with the approval of the Company’s board of
directors on January 30, 2018.

Note 5: The financial statements for the six months ended June 30, 2017 of this subsidiary have been
reviewed.

(Continued)
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Note 6: The financial statements for the six months ended June 30, 2018 of this subsidiary have been

reviewed.

(if) List of subsidiaries which are not included in the consolidated financial statements: None.

(¢) Financial instruments

®

Financial assets

Financial assets are classified into the following categories: measured at amortized cost and
fair value through profit or loss (FVTPL).

The Group shall reclassify all affected financial assets only when it changes its business model
for managing its financial assets.

1)

2)

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated as at FVTPL:

it is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

‘its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

A financial asset measured at amortized cost is initially recognized at fair value, plus any
directly attributable transaction costs. These assets are subsequently measured at
amortized cost using the effective interest method. The amortized cost is reduced by
impairment losses. Interest income, foreign exchange gains and losses, and impairment
loss, are recognized in profit or loss. Any gain or loss on derecognition is recognized in
profit or loss.

Fair value through profit or loss (FVTPL)

All financial assets not classified as amortized cost described as above are measured at
FVTPL, including derivative financial assets and accounts receivable (except for those
presented as accounts receivable but measured at FVTPL). On initial recognition, the
Group may irrevocably designate a financial asset, which meets the requirements to be
measured at amortized cost, as at FVTPL if doing so eliminates or significantly reduces
an accounting mismatch that would otherwise arise.

Financial assets in this category are measured at fair value at initial recognition.
Attributable transaction costs are recognized in profit or loss as incurred. Subsequent
changes that are measured at fair value, which take into account any dividend and
interest income, are recognized in profit or loss.

(Continued)
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Impairment of financial assets

The Group recognizes loss allowances for expected credit losses on financial assets
measured at amortized cost (including cash and cash equivalents, amortized costs, notes
and accounts receivable, gnarantee deposit paid and other financial assets).

The Group measures loss allowances at an amount equal to lifetime expected credit loss
(ECL), except for the following which are measured as 12-month ECL:

debt securities that are determined to have low credit risk at the reporting date; and

-other debt securities and bank balances for which credit risk (i.e. the risk of default
occuiring over the expected life of the financial instrument) has not increased
significantly since initial recognition.

Loss allowance for trade receivables is always measured at an amount equal to lifetime
ECL.

Lifetime ECLs are the ECLs that result from all possible default events over the expected
life of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible
within the 12 month after the reporting date (or a shorter period if the expected life of the
instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual
period over which the Group is exposed to credit risk.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECL, the Group considers reasonable and
supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis based on the Group’s
historical experience and informed credit assessment as well as forward-looking
information.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e. the difference between the cash flows due to
the Group in accordance with the contract and the cash flows that the Group expects to
receive). ECLs are discounted at the effective interest rate of the financial asset.

At each reporting date, the Group assesses whether financial assets carried at amortized
cost is credit-impaired. A financial asset is ‘credit-impaired” when one or more events
that have a detrimental impact on the estimated future cash flows of the financial asset
have occurred.

Loss allowances for financial assets measured at amortized cost are deducted from the
gross carrying amount of the assets, The Group recognizes the amount of expected credit
losses or reversal in profit or loss, as an impairment gain or loss.

(Continued)
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The gross carrying amount of a financial asset is written off (either partially or in full) to
the extent that there is no realistic prospect of recovery. This is generally the case when
the Group determines that the debtor does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to the write-off. However,
financial assets that are written off could still be subject to enforcement activities in
order to comply with the Group’s procedures for recovery of amounts due.

Derecognition of financial assets

Financial assets are derecognized when the contractual rights to the cash flows from the
assets expire, or when the Group transfers substantially all the risks and rewards of
ownership of the financial assets.

On derecognition of a debt instrument in its entirety, the Group recognizes the difference
between its carrying amount and the sum of the consideration received or receivable and
any cumulative gain or loss that had been recognized in other comprehensive income and
presented in “other equity — unrealized gains or losses on fair value through other
comprehensive income”, in profit or loss, and presented it in the line item of non-
operating income and expenses in the statement of comprehensive income.

On derecognition of a part of debt instrument in which the part transferred qualifies for
derecognition in its entirety, the previous carrying amount of the financial asset shall be
allocated between the part that continues to be recognized and the part that is
derecognized, on the basis of the relative fair values of those parts on the date of the
transfer. The difference between the carrying amount allocated to the part derecognized
and the sum of the consideration received for the part derecognized, and any cumulative
gain or loss allocated to it that had been recognized in other comprehensive income, shall
be recognized in profit or loss, and presented it in the line item of non-operating income
and expenses in the statement of comprehensive income.

(d) Revenue from contracts with customers

Revenue is measured based on the consideration to which the Group expects to be entitled in
exchange for transferring goods to a customer. The Group recognizes revenue when it satisfies a
performance obligation by transferring control of a good to a customer. The accounting policies for
the Group’s main types of revenue are explained below.

(@

Sale of goods

The Group is involved in the manufacturing, processing and wholesaling of garments. The
Group recognizes its revenue when control of the products has been transferred, when the
products are delivered to the customer based on the clauses of the contract and there is no
unfulfilled obligation that could affect the customer’s acceptance of the products. Delivery
occurs when the products have been shipped to the specific location, the risks of obsolescence
and loss have been transferred to the customer, and either the customer has accepted the
products in accordance with the sales contract, the acceptance provisions have lapsed, or the

Group has objective evidence that all criteria for acceptance have been satisfied.

(Continued)
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The Group offers discounts to specific customers. Revenue from these sales is recognized
based on the price specified in the contract, net of the estimated discounts. A certain
proportion of sales is used to estimate the discounts and revenue is only recognized to the
extent that it is highly probable that a significant reversal will not occur.

(i1) Financing components

The Group does not expect to have any contracts where the period between the transfer of the
promised goods or services to the customer and payment by the customer exceeds one year, As
a consequence, the Group does not adjust any of the transaction prices for the time value of
money.

Income taxes

The income tax expenses have been prepared and disclosed in accordance with paragraph B12 of
International Financial Reporting Standards 34, Interim Reporting.

Income tax expenses for the period are best estimated by multiplying pre-tax income for the interim
reporting period by the effective annual tax rate as forecasted by the management.

For a change in tax rate that is substantively enacted in an interim period, the effect of the change
immediately should be recognized in the interim period in which the change occurs.

Temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their respective tax bases shall be measured based on the tax rates that have been
enacted or substantively enacted at the time of the asset or liability is recovered or settled, and be
recognized directly in equity or other comprehensive income as tax expense.

Employee benefits

The pension cost in the interim period was calculated and disclosed on a year-to-date basis by using
the actuarially determined pension cost rate at the end of the prior fiscal year.

Significant accounting assumptions and judgments, and major sources of estimation uncertainty

The preparation of the consolidated financial statements in conformity with the Regulations and IFRSs (in
accordance with IAS 34 “Interim Financial Reporting” and endorsed by the FSC) requires management to
make judgments, estimates and assumptions that affect the application of the accounting policies and the
reported amount of assets, liabilities, income and expenses. Actual results may differ from these estimates.

The preparation of the consolidated interim financial statements, estimates and underlying assumptions are
reviewed on an ongoing basis which are in conformity with the consolidated financial statements for the
year ended December 31, 2017. For the related information, please refer to note 5 of the consolidated
financial statements for the year ended December 31, 2017.

(Continued)
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(6) Explanation of significant accounts

Except for the following disclosures, there is no significant difference as compared with those disclosed in
the consolidated financial statements for the year ended December 31, 2017. Please refer to the 2017
annual consolidated financial statements.

(a) Cash and cash equivalents

June 30, December 31, June 30,
2018 2017 2017
Cash $ 4,365 4,670 4,403
Checking accounts and demand deposits 730,782 1,439,987 1,365,411
Time deposits 852.072 114.410 248616
S 1.687.249 1,559,067 1,618.430

(b) Financial assets and liabilities at fair value through profit or loss

June 30, December 31, June 30,
2018 2017 2017
Non-derivative financial assets
Stocks listed on domestic markets $ 67,116 62,748 61,572
(¢) Account receivable
June 30, December 31, June 30,
2018 2017 2017
Accounts receivable— measured as b 735,082 707,386 462,248
amortized cost
Other financial assets — current 2,207,843 2,083,238 2,083,236
Less: loss allowance 6.446 6.615 4.360
$ 2,936,479 2.784.009 2,541,124

As of June 30, 2018, December 31, 2017 and June 30, 2017, other financial asset-- current
comprised time deposits with maturity of more than three months, amounting to $184,096 thousand,

$208,225 thousand and $264,626 thousand, respectively. As of June 30, 2018, other financial assets
—current is measured as amortized costs.

The Group applies the simplified approach to provide for its expected credit losses, i.e. the use of
lifetime loss provision for all receivables on June 30, 2018, To measure the expected credit losses,
notes and accounts receivable have been grouped based on shared credit risk characteristics and the
days past due, as well as incorporated forward looking information.

(Continued)
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The loss allowance provision as of June 30, 2018 was determined as follows:

Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 735.082 1% 6,446

As of December 31, 2017 and June 30, 2017, the Group applies the incurred loss model to consider
the loss allowance provision of notes and accounts receivable, and there was no overdue but
unimpaired notes receivable, accounts receivable, and other receivables of the Group.

The movement in the allowance for accounts receivable was as follows:

June 30, 2017
Individually Collectively
June 30, assessed assessed
2018 impairment impairment
Balance on January 1, 2017 and 2016 $ 6,615 - 5,158
per IAS39
Adjustment on initial application of
IFRS 9 -
Balance on January 1, 2018 per IFRS 9 6,615
Impairment losses reversed (169) - (798)
Balance on June 30, 2018 and 2017 hY 6.446 - 4,360

None of the accounts receivable held by the Group were pledged or collateralized as of June 30,
2018, December 31, 2017 and June 30, 2017.

The Group factored its accounts receivable to certain financial institutions without recourse, and
under the agreements, the Group is not required to bear the risk of uncollectible accounts receivable
within the factoring credit limit. The factored accounts receivable conform to the derecognition
criteria when the ownership and the significant risks of the factored accounts receivable are
transferred to the financial institutions. As of June 30, 2018, December 31, 2017 and June 30, 2017,
the factored accounts receivable were $2,024,464 thousand, $1,774,388 thousand and $1,795,612,
respectively, and they were included in “other financial assets— current” in the accompanying
balance sheets.

(Continued)
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As of June 30, 2018, December 31, 2017 and June 30, 2017, the relevant information on
derecognized accounts receivable factored was as follows:

June 30, 2018
Factoring Advance Factored amount Important
financial Factoring amount (Derecognized Advance interest  derecognized
institution credit Jimit credit limit amount) amount rate provision Collateral
HSBC Bank USD 118,000 fhousand  USD 112,100 thousand 3 1,469,320 585917  (Note 2} (Note 1) Promissory note
USD87,850
thousand (Note 3)
Standard Chartered Bank  USD 1,000 thousand USD 1,000 thousand - - " " None
CTBC Bank USD 23,600 thousand USD 21,240 thousand 142,370 - i - None
Bank Mizuho USD 25,000 thousand USD 22,500 thousand 324,218 175,618 ” i None
Sumitomo Mitsui Bank USD 56,000 thousand USD 56,000 thousand 195,154 - ’ " None
Bank SinoPac USD 5,000 thousand USD 4,500 thousand 54,937 - - ’ Promissory note
UBDH,030
thousand
Total $ 2,785,999 761,535
December 31, 2017
Factoring Advance Factored amount Important
financial Factoring amount (Derecognized Advance interest  derecognized
institution credit limit credit Hmit amgunt) ameunt rate provision Collateral
HSBC Bank USD 113,000 thousand USD 101,700 thousand  $ 1,562,892 591,959  (Note2) (Note 1) Promissory note
USD§7.850
thousand (Note 3)
Standard Chartered Bank  USD 1,000 thousand USD 1,000 thousand “ B ” i Nene
CTBC Bank USD 26,800 thousand USD 24,120 thousand 179,768 - ” - None
E.SUN Commercial Bank  USD 19,000 thousand USD 17,100 thousand 3,407 - - ” Promissory note
USD21,600
thousand
Bank Mizaho USD 25,000 thousand USD 22,500 thousand 373,774 168,404 - " None
Sumitomo Mitsui Bank USD 56,000 thowsand USD 56,000 thousand 1,383,694 1,014,232 - . None
Bank SinoPac USD 3,000 thousand USD 4,500 thousand 45,448 - 7 ” Promissory note
USD6,030
thousand
Total $ 3,548,983 1,774,595
June 30, 2017
Factoring Advance Factored amount Important
financial Factoring amount (Derecognized Advance interest  derecognized
insfitution credit limijt credit limit amount) grount rate provision Collateral
HSBC Bank USD 100,000 thousand TUSD 90,000 thousand $ 985,362 144,124  (Note 2) (Note 1) Promissory note
USD95,050
. thousand (Note 3)
Standard Chartered Bank  USD 1,000 thousand TUSD 1,000 thonsand - - - ” None
CTBC Bank USD 76,900 thousand USD 69,210 thousand 384,600 31,962 - . None
E.SUN Commercial Bank  USD 18,000 thousand USD 16,200 thousand 352,328 - ” i Promissory note
USD21,600
theusand
Bank Mizuho USD 20,000 thousand TWD 18,000 thousand 281,230 183,361 ’ i None
Sumitomo Mitsui Bank USD 45,000 thousand USD 45,000 thousand 436,516 354,482 ” ” None
Bank SinoPac USD 5,000 thousand TUSD 4,500 thousand 69,505 - ’ ’ Promissory note
USDG,030
thousand
Totat 5 2,509,541 713,929

(Continued)
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Note 1: According to the accounts receivable purchase agreements or the approval letters issued by the factoring
financial institutions, the accounts receivable were factored without recourse. The funds are transferred
to the appointed reserve accounts or directly to the factoring financial institutions.

Note 2: For the three months and six months ended June 30, 2018 and 2017, the average interest rates on
factored accounts receivable were 1.85%~ 2.80%, 1.14%~ 2.30%, 1.85%~ 2.80% and 1.14%~
2.30%, respectively.

Note 3: The aggregate credit limit of the promissory note includes letters of credit, export bill negotiations,
borrowings, derivatives, and accounts receivable factored.

Inventories

June 30, December 31, June 30,
2018 2017 2017
Raw materials $ 2,428,846 2,069,200 2,684,025
Work in progress 489,229 309,526 270,139
Finished goods (including Merchandise) 376,216 179.688 322272
3 3,294,291 2.558.414 3,276,436

During the three months ended June 30, 2018 and 2017, and the six months ended June 30, 2018,
the write-downs of inventories to the net realizable value amounted to $3,447 thousand, $3.482
thousand and $6,158 thousand, respectively. During the six months ended June 30, 2017, the
reversal of write-downs amounted to $7,568 thousand. The write-downs and reversals were included
in cost of goods sold.

None of the inventories held by the Group were pledged as collateral as of June 30, 2018, December
31, 2017 and June 30, 2017,

Investment under equity method

The Group had sold 6.88% ownership of Texlot Company Limited with a $19,731 thousand
consideration and lost significant influence on it. The Group recognized a $57 thousand gain on
disposal and presented it in “other gains and losses™ in the statement of comprehensive income,

The Group’s investments in the associate companies were not listed and none of the investment
under equity method held by the Group was pledge as collateral.

Investments were accounted for by the equity method, and the share of profit or loss and other
comprehensive income of those investments were calculated based on the financial statement that
not been reviewed.

(Continued)
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The cost, depreciation and impairment loss of the property, plant and equipment of the Group were

as follows:

Cost :
Balance at January 1, 2018
Additions
Disposals
Reclassification
Exchange difference on translation
Balance at June 30, 2018
Balance at January 1, 2017
Additions
Disposals
Reclassification
Exchange difference on translation
Balance at June 30, 2017
Depreciation and impairment loss:
Balance at January 1, 2018
Depreciation for the year
Disposals
Impairment loss
Reclassification
Exchange difference on translation
Balance at June 30, 2018
Balance at January 1, 2017
Depreciation for the year
Disposals
Reclassification
Exchange difference on translation
Balance at June 30,2017
Carrying amounts:
Balance at January 1, 2018
Balance at June 30, 2018
Balance at January 1, 2017
Balance at June 30, 2017

Office and other

Land Buildings Machinery equipment Total

3 2,691,671 1,424,774 1,798,857 1,124,330 7,039,832
- 48,440 45,239 31,688 125,367

- - (28,513) (4,146) (32,659)
- 30 (45) 312 297
3.33% 19.593 37,722 21.436 82.090
$ 2,695,010 1,492,837 1,853,260 1,173,820 7,214,927
$ 2,703,907 1,443,679 1,842,250 1,231,545 7,221,381
- 16,899 51,973 39,890 108,762

- - (65,484) (58,500) (123,984}
- 8,516 57,138 13,250 78,904

(9.427) (52.104) (99.895) (63,158) (224.584)
$ 2,694,480 1.416,990 1,785,982 1,163,027 7,060,479
$ - 325,764 1,173,835 789,892 2,289,491
- 35,609 85,077 55,446 176,132

- - (22,524) (6,166) {28,690)
- - - 703 703
- - (33) 46 13
- 4317 27.066 16,070 47.453
$ - 365,690 1,263,421 855,991 2,485,102
$ - 267,192 1,151,644 830,345 2,249,181
- 33,852 86,743 55,628 176,223

- - (29,672) (50,175) (79,847)

- - (36) (125) (161)

- (9.748) (62.942) (42.297) (114.987)
b - 291,296 1,145,737 793,376 2,230,409
5 2,691,671 1,099,010 625,022 334,638 4,750,341
$ 2,695,010 1,127,147 589,839 317,829 4,729,825
8 2,703,907 1,176,487 690,606 401,200 4,972,200
5 2,694,480 1,125,694 640,245 369,651 4,830,070

(Continued)
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(i) Idle assets

As of June 30, 2018, December 31, 2017 and June 30, 2017, the carrying amount of idle assets

in property, plant and equipment was $48,842 thousand, $49,911 thousand and $50,222
thousand, respectively.

(ii) Collateral

Please refer to note 8 for assets pledged as collateral for loans as of June 30, 2018, December
31,2017 and June 30, 2017.

Intangible assets

Intangible assets

Carrying amounts:

Balance at January 1, 2018 21,317
Balance at June 30, 2018 16,598

b

h)
Balance at January 1, 2017 $ 38,354
Balance at June 30, 2017 S 29,550

There were no significant additions, disposal, or recognition and reversal of impairment losses of
intangible assets for the six months ended June 30, 2018 and 2017. Information on amortization for
the period is discussed in Note 12(a). Please refer to Note 6(g) of the 2017 annual consolidated
financial statements for other related information.

Other current and other non-current assets

The details of other current and other non-current assets were as follows:

June 30, December 31, June 30,
2018 2017 2017
Prepayments for land and equipment $ 90,507 74,572 40,602
Prepayments for inventory 45,207 17,694 63,019
Prepaid sales tax 148,902 129,427 123,267
Refundable deposits 89,374 83,744 86,093
Prepaid rent 106,169 105,468 108,347
Time deposits with maturity more than one
year 30,000 - -

Other 165,159 114,006 143,779

$ 675,318 524,911 565,107

(Continued)
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Short-term borrowings

June 30, December 31, June 30,
2018 2017 2017
Unsecured bank loans $ 632,570 277.586 334,449
Total $ 632,570 277,586 334.449
Unused facilities b 3,024,293 5,076,685 4,151,550
Range of interest rates 1.85%~2.90% 0.95%~2.30% _1.14%~2.30%

Please refer to note 8 for assets pledged as collateral for loans.
Convertible bond payable

The details of convertible bond payabie of the Group were as follows:

June 30, December 31, June 30,
2018 2017 2017
Amount of convertible bond issued $ - 700,000 _ 700,000
Unamortized bond discount - - (212}
Cumulative converted amount ' - (700.000) (564.500)
Balance of convertible bond - - 135,288
Less: current portion - - (135,288)
S - - -
For the three months ended For the six months ended
June 30 June 30
2018 2017 2018 2017
Interest expense (accounted
for as finance cost) $ - 661 - 1.428

The Company issued the No. 4 five-years unsecured convertible bonds in Taiwan without coupon
rate. These convertible bonds cover a period from August 24, 2012, to August 24, 2017.

At any time during the period from September 25, 2012, to July 15, 2017, the Company may redeem
the bonds with cash at face value with certain circumstances.

At any time on or after August 24, 2015, the bondholders may request the Company to repurchase

the convertible bond at 100.7519% of the face value, During the period from July 25, 2016, to
August 25, 2016, the bondholders may request the Company to repurchase the convertible bond at

101.0038% of the face value.
The bondholders may request conversion of the bond to the Company’s common stock at any time

during the period from September 25, 2012, to August 14, 2017. The Company will pay the principal
in cash when the bonds are not converted into common stock nor redeemed at the maturity date.

(Continued)
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Provisions

Balance at January 1,2018 $ 262,121
Balance at June 30,2018 3 282,034
Balance at January 1, 2017 $ 339.646
Balance at June 30, 2017 $ 303,008

There was no significant movement for the six months ended June 30, 2018 and 2017. Please refer
to note 6(]) of the 2017 annual consolidated financial statements for other related information.

Operating lease

There were no significant changes in operating lease for the six months ended June 30, 2018 and
2017. Please refer to note 6(k) of the 2017 annual consolidated financial statements for other related
information.

Employee benefits
(i) Defined benefit plans

Management believes that there was no material volatility of the market, no material
reimbursement and settlement or other material one-time events since prior fiscal year. As a
result, the pension cost in the accompanying interim period was measured and disclosed
according to the actuarial report as of December 31, 2017 and 2016.

There Group’s pension costs under the defined pension plans amounted to $16,553 thousand,

$13,086 thousand, $29,771 thousand and $25,376 thousand for the three months and six
months ended June 30, 2018 and 2017, respectively.

(i} Defined contribution plans

The Group’s pension costs under the defined contribution pension plans amounted to $12,890

thousand, $11,490 thousand, $25,353 thousand and $23,668 thousand for the three months
and six months ended June 30, 2018 and 2017, respectively.

Income tax

According to the amendments to the “Income Tax Act” enacted by the office of the President of the
Republic of China (Taiwan) on February 7, 2018, an increase in the corporate income tax rate from

17% to 20% is applicable upon filing corporate income tax return commencing FY 2018.

(Continued)
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(i) The components of income tax for the three months and six months ended June 30, 2018 and
2017, were as follows:

For the three months ended For the six months ended
June 30 June 30
2018 2017 2018 2017
Current income tax expense $ 78,259 59,853 170,010 133,390

(i) The amount of income tax recognized in other comprehensive income for the three months and
six months ended June 30, 2018 and 2017 was as follows:

For the three months ended For the six months ended
June 30 June 30
2018 2017 2018 2017
Items that will not be
reclassified subsequently to
profit or losses:
Re-measurement from
defined benefit plans $ - - - 398

(iii) Income tax approval

The Company’ s income tax returns have been examined and approved by the ROC tax
authorities through the years up to 2015.

Capital and other equity

Except for the following disclosure, there was no significant change for capital and other equity for
the periods from January 1 to June 30, 2018 and 2017. For the related information, please refer to
note 6(o) of the 2017 annual consolidated financial statements.

According to the Company’s articles of incorporation, 10% of annual net earnings (net of income
taxes), after deducting accumulated deficits, must be set aside as legal reserve. Unless and until the
accumulated legal reserve equals the Company’s total capital, the Company may set aside a special
reserve in accordance with Article 41 of the Securities and Exchange Act. After the board of
director considers the Company’ s budget for funding needs, financial structure, current-period
earnings, and steady profit distribution when proposing the distribution of earnings, the proposal
should be resolved during the stockholders’ meeting.

The Company is now in the growth stage, and profits may be distributed by cash dividends or stock
dividends. The type of dividend distribution will be based on the future capital needs and the capital
dilution. Cash dividends shall not be lower than 10% of the total distribution.

(Continned)
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Earnings distributions for 2017 and 2016 were decided in the Company’ s general meetings of
shareholders held on June 27, 2018, and June 19, 2017, respectively. The relevant dividend
distributions to the shareholders were as follows:

2017 2016
Amount Amount
per share per share
{INT dollars) Total amount (NT dollars) Total amount
Cash $ 5.10 1,067,875 6.72 1,390,829
Capital surplus
distribution by cash  § 0.90 188,448 - -

Earnings per share

The Company’s earnings per share were calculated as follows:

For the three months ended For the six months ended
June 30 June 30
2018 2017 2018 2017

Basic earnings per share:
Profit attributable to ordinary

shareholders of the Company 8 231,347 203,195 551,180 517,612
Weighted-average number of outstanding

ordinary shares (thousand) 209,387 207.154 209.387 206,982
Basic eaming per share (NT dollars) 5 1.10 0.98 2.63 2.50
Diluted earnings per share:
Profit attributable to ordinary

shareholders of the Company (basic) 231,347 203,195 551,180 517,612
Interest on convertible bonds, other gains

and losses - 548 - 1,185
Profit attributable to ordinary

shareholders of the. Company (diluted)$, 231,347 203,743 551,180 518,797
Weighted-average number of outstanding

ordinary shares (basic) (thousand) $ 209,387 207,154 209,387 206,982
Effect of employee stock dividends

(thousand) 300 256 621 646
Effect of conversion of convertible

bonds (thousand) - 2.132 - 2,303
Weighted-average number of outstanding

ordinary shares (diluted) (thousand) 209,687 209,542 210,008 209.931
Diluted earnings per share (NT dollars) § 1.10 0.97 2.62 2.47

{Continued)
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(q) Revenue from contracts with the customers
Disaggregation of revenue

For the three months ended June 30, 2018

Selling and
manufacturing Other
of garments segments Total
Primary geographical markets:
American region $ 3,338,507 - 3,338,507
Others 1,279,099 447,634 1,726.733
$ 4,617.606 447,634 5,065.240

For the six months ended June 30, 2018

Selling and :
manufacturing
of garments Other segments Total
Primary geographical markets:
American region $ 6,888,661 - ‘ 6,888,601
Others 2,764,161 543,506 3.307.667
$ 9,652,822 543,506 10.196,328

For the three months ended June 30, 2017

Selling and
manufactoring
of garments Other segments Total
Primary geographical markets:
American region $ 3,268,791 - 3,268,791
Others 1,186,541 231.659 1.418.200
h 4,455,332 231,659 4,686,991

For the six months ended June 30, 2017

Selling and
manufacturing
of garments Other segments Total
Primary geographical markets:
American region $ 7,496,096 - 7,496,096
Others 2,369,451 352,646 2.722.097
$ 9,865,547 352,646 10.218,193

(Continued)
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(r} Employee compensation, directors’ and supervisors’ remuneration

In accordance with the Articles of incorporation , the Company should contribute at least 1% and not
more than 8% of the profit as employee remuneration and not exceed 5% as directors’ an
supervisors’ remuneration when there is profit for the year. However, if the Company has
accumulated deficits, the profit shouid be reserved to offset the deficit.

For the three months and six months ended June 30, 2018 and 2017, the Company estimated its
employee remuneration amounting to $17,247 thousand, $14,850 thousand, $41,122 thousand and
$37,603 thousand, and directors’ and supervisors® remuneration amounting to $7,186 thousand,
$6,188 thousand, $17,226 thousand and $15,668 thousand, respectively. The estimated amounts
mentioned above were calculated based on the net profit before tax, excluding remuneration to
employee, directors and supervisors of each period, multiplied by the percentage of remuneration to
employees, directors and supervisors as specified in the Company’s articles. The remunerations were
expensed under operating costs or operating expenses during the period. The differences between
the amounts approved in the shareholders’ meeting and those recognized in the financial statements,
if any, are accounted for as changes in accounting estimates and recognized as profit or loss in next
year.

The remuneration to employees, as estimated in consolidated financial statements, amounted to

$92,746 thousand and $110,473 thousand were identical to those amount approved for the year
ended December 31, 2017 and 2016, respectively.

The differences between actual approved amount directors’ and supervisors’ remuneration and those
estimated in the financial statements in 2017 and 2016 were as follows:

2017
Actual approved  Estimated amount in
amount financial statement Difference
Directors' and supervisors’ remuneration  § 38,420 38,644 (224)
2016
Actual approved  Estimated amount in
amount financial statement Difference
Directors' and supervisors' remuneration 5 37,500 46,112 (8,612)

The information of employees’, directors®and supervisors’ remuneration approved by the board of
directors is available on the Market Observation Post System website.

(Continued)
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Non-operating income and expenses
(i) Other income
The Group’s other income was as follows:

For the three months ended

For the six months ended

June 30 June 30
2018 2017 2018 2017
Rental income b 4,620 4,359 9,068 8,719
Interest income from bank
deposits 3,857 2,871 6,485 4,737
Others 1,549 2.747 3.736 5.171
$ 10,026 9.977 19,289 18,627

(ii) Other gains and losses
The Group’s other gains and losses were as follows:

For the three months ended

For the six months ended

June 30 June 30
2018 2017 - 2018 2017
Foreign exchange gain (loss) § 11,969 (26,779) (6,300) (81,075)
Gain on disposals of
investments 57 - 2,439 -
Net gains (losses) on
financial assets at fair
value through profit or
loss — valuation (1,344) 1,764 4,368 11,761
Net gains on financial assets
at fair value through profit
or loss—realized 2,272 6,674 15,850 14,881
Loss on disposal of property,
plant and equipment (1,283) (11,649 (1,577) (11,182)
Impairment loss of property,
plant and equipment (703} - (703) -
Others (28.184) (2.386) (31.633) (3.679)
$ (17,.216) (32,376) (17.556) (69,294)

{Continued)
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(iii) Finance costs

The Group’s of finance expenses were as follows:

For the three months ended

For the six months ended

June 30 June 30
2018 2017 2018 2017
Interest expense —bank
borrowings $ (10,394) (5,191) (21,758) (12,243)
Interest expense—convertible
bonds - (661) - (1,428)
Expenses from accounts
receivable factoring (5.256) (4.898) (12,235) (12.619)
$ (15.650). (10,750) (33,993) (26,290)

Financial Instruments

Except for the following disclosures, there was no significant change in the fair value of the Group’s
financial instruments and degree of exposure to credit risk, liquidity risk and market risk arising
from financial instruments. For the related information, please refer to note 6(s) of the 2017 annual

consolidated financial statements.

(i} Liquidity risk

The following table shows the contractual maturities of financial liabilities, including the
estimated interest payments and excluding the impact of netting agreements.

Carrying Contractual Within ¢

amount cash flow

months

Over 5
1-2 years  2~5 years years

June 30, 2018
Non-derivative financial liabilities

Short-term borrowings $ 632,570

(635,343)

(635,343)

Accounts payable and other payables 3,137,430 (3,137,430) (3,137,430)

Dividends payable

1.256.323 (1.256.323) (1.256.323)

$_5.026,323 (5.029,096) {5,029,096)

December 31, 2017
Non-derivative financial liabilities

Short-term borrowings $ 277,586

(278,352)

(278,352)

Accounts payable and other payables _3.078.362 (3.078.362) (3.078.362)
§ 3.355,948 (3.350.714) (3.356,714)

(Continned)
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Carrying Contractual Within 6 6~12 Over 5
amount cash flow months months 1~2 years  2~5 years years
June 30, 2017
Non-derivative financial liabilities
Short-term borrowings $ 334449  (335018) (335,018 - - - -
Convertible bond payable 135,288  (135,500) (135,500} - - - -
Accounts payable and other payables 2,956,870 (2,956,870) (2,956,870} - - - -
Dividends payable 1.390.829 (1,390,829) (1.390.829) - - - o
$_4.817436 (4.818,217) (4,818.217) - - - -

The Group does not expect the cash flows included in

significantly earlier or at significantly different amounts.

(i) Market risk

1) Exposure to currency risk

The Group’s significant exposure to foreign currency risk was as follows:

the maturity analysis to occur

June 30, 2018 December 31, 2017 June 30, 2017
Foreign Exchange Foreign Exchange Foreign Exchange
currency rate TWD currency rate TWD currency rate TWD
Financial assets
Monetary items
usD § 62,371 30.50 2,817,303 164,538 29.848 4,911,130 147,546 30436 4,490,715
CNY 108,749 4.5999 500,235 146,573 4.5764 670,772 109,019 44852 488,971
IDR 13,230,357  0.002117 28,015 13,599,310 0.002203 29961 14,792,516  0.002285 33,803
VND 39,925,447  0.001330 53,118 11,442,314 0.001315 15,045 15,602,243  0.001341 20,919
No-monetary
items
UsD 5,130 30.50 156,460 5.953 29.848 177,696 5,882 30.436 179,025
Financial liabilities
Monetary items
UsD 87,489 30,50 2,668,404 70,932 29.848 2,117,178 81,497 30436 2480454
CNY 153,566 4,599 706,386 179,136 4.5764 819,793 143,387 4.4852 643,117
IDR 47,213,080  0.002117 99,972 62,089,049  0.002203 136,790 35,857,608  0.002285 81,940
VND 146,202,216  0.001330 194,511 84,170,931 0.001315 110,676 111,909,306 0.001341 150,047

The Group’s exposure to foreign currency risk arises from the translation of the foreign
currency exchange gains and losses on cash and cash equivalents, accounts receivable,
other receivables, loans, accounts payable, and other payables. A 1% depreciation or
appreciation of the TWD against the USD, CNY, IDR and VND as of June 30, 2018,
would have decreased or increased the net income after tax by $2,706 thousand, and as of
June 30, 2017, would have increased or decreased the net income after tax by $16,788
thousand, respectively. The analysis assumes that all other variables remain constant.
The analysis is performed on the same basis for both periods.

(Continued)
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As the Company deals in diverse foreign currencies, gains or losses on foreign exchange
were summarized as a single amount. For the three months and six months ended June
30, 2018 and 2017, foreign exchange gain (loss), including realized and unrealized,
amounted to $11,969 thousand, $(26,779) thousand, $(6,300) thousand and $(81,075)
thousand, respectively.

Interest rate analysis

The Group’s borrowings are mainly with fixed interest rates; thus, there is no significant
interest rate risk.

(iif) Fair value of financial instruments

1)

Fair value hierarchy

The Group’s financial assets at fair value through profit or loss were measured by fair
value based on duplication. The carrying amount, fair value, and fair value hierarchy for
the financial assets and financial liabilities of the Group were as followed (excluding the
disclosure of financial assets and liabilities for which the book value is close to this fair
value, or the fair value cannot be reliably measured):

June 30, 2018

Fair value
Book value Level 1 Level 2 Level 3 Total
Financial assets at fair value through profit or [oss:
Non-derivative financial assets mandatorily 3 67.116 67.116 67.116
measured at fair value through profit or loss
Financial assets measured at amortized cost:
Cash and cash equivalents 1,687,249 - -
Accounts receivable 728,636 - -
Other financial assets—current 2,207,843 - -
Other financial assets—non-current 30.000 - -
Subtotal 4.653.728 - -
Refundable deposit 39.374 - -
Financial liabilities measured at amortized cost:
Short-term borrowings 632,570 - -
Accounts payable and other payables 3,137.430 - -
Dividends pavable 1.256.323 - -
Subtotal 5.026.323 - -

(Continued)



Fair value
Book value Level 1 Level 2 Level 3 Total

Financial assets at fair value through profit or loss:

Non-derivative financial assets mandatorily 3 62,748 62,748 - - 62,748

measured at fair value through profit or loss

Financial assets measured at amortized cost:

Cash and cash equivalents 1,559,067 - - - -

Accounts receivable and notes receivable 700,771 - - - -

Other financial assets 2.083.238 - - - -

Subtotal 4,343.076 - - - -
Refundable deposit 83,744 - - - -
Financial liabilities measured at amortized cost:

Short-term borrowings 277,586 - - - -

Accounts payable and other payables 3,078.362 - - - -

Subtotal 3,355,948 - - - -

June 30, 2017
Fair value
Book value Level 1 Level 2 Level 3 Total

Financial assets at fair value through profit or loss: :

Non-derivative financial assets mandatorily

measured at fair value through profit or loss $ 61,572 61,572 - - 61,572

Finaricial assets measured at amortized cost:

Cash and cash equivalents 1,618,430 - - - -

Accounts receivable and notes receivable 457,888 - - - -

Other financial assets 2.083.236 - - ‘ - -

Subtotal 4,159,554 - - - -
Refindable deposit 86.093 - - - -
Financial liabilities measured at amortized cost;

Short-term borrowings 334,449 - - - -

Accounts payable and other payables 2,956,870 - - - -

Convertible bonds 135,288 - - - -

Dividends payable 1,390,829 - - - -

Subtotal 4.817.436 - - - -

2)
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December 31, 2017

Valuation techniques for financial instruments measured at fair value

a)

Non-derivative financial instruments

A financial instrument is regarded as being quoted in an active market if quoted
prices are readily and regularly available from an exchange, dealer, broker, industry
group, pricing service or regulatory agency and those prices represent actual and
regularly occurring market transactions on an arm’ s-length basis. Whether
transactions are taking place ‘regularly’ is a matter of judgment and depends on the
facts and circumstances of the market for the instrument.

Quoted market prices may not be indicative of the fair value of an instrument if the
activity in the market is infrequent, the market is not well-established, only small
volumes are traded, or bid-ask spreads are very wide. Determining whether a
market is active involves judgment.

(Continued)
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Except for the aforementioned financial instruments, the fair value of other
financial instruments is determined by using valuation techniques or the quoted
price from a counterparty. Fair value measured by a valuation technique can be
extrapolated from similar financial instruments, the discounted cash flow method,
or other valuation techniques including a model using observable market data at the
reporting date.

b)  Derivative financial instruments

Measurement of the fair value of derivative instruments is based on the valuvation
techniques generally accepted by market participants. The fair value of a forward
exchange contract is usually determined by the forward exchange rate.
Measurement of the fair value of an embedded derivative financial instrument is
based on an option pricing model or other valuation technique.

3)  Transfer between fair value hierarchy

There were no transfers in either direction for the six months ended June 30, 2018 and
2017.

(u) Financial risk management

There was no significant changes in the Group’s financial risk management and policies as disclosed
in note 6(t) of the 2017 annual consolidated financial statements.

(v) Capital management

Management believes that the objectives, policies and processes of capital management of the Group
has been applied consistently with those described in the 2017 annual consolidated financial
statements. Also, management believes that there were no significant changes in the Group’s capital
management information as disclosed for the year ended December 31, 2017. Please refer to note
6(t) of the 2017 annual consolidated financial statements.

(w) Investing and financing activities not affecting current cash flow

'The Group’s investing and financing activities which did not affect the current cash flow were the
conversion of convertible bonds. The sum of ordinary shares and capital surplus amounted to

$34,891 thousand for the six months ended June 30, 2018 .
(7) Related-party transactions
(a) Parent company and ultimate controlling Company

The Company is the ultimate controlling party of the Company and its subsidiaries.

(Continued)
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(b) Names and relationship with related parties

(c)

The following are entities that have had transactions with the Group during the periods covered in
the consolidated financial statements.

Name of related party Relationship with the Group
Namtex Co., Ltd. (Namtex) An associate
Significant transactions with related parties
(i) Purchasing
The amounts of significant purchases by the Group from related parties were as follows:
For the three months ended For the six months ended
June 30 June 30
2018 2017 2018 2017
Associates $ 110,273 62,399 179,198 100,409
Purchasing prices and payment terms with associates are the same as those of general
purchases.
(iiy Related-party payables -
Types of June 30, December 31, June 30,
Account name  related parties 2018 2017 2017
Accounts payable Associates:
—related parties  Namrex  § 81,050 53.921 34,350
(iii) Related-party receivables
Types of June 30, December 31, June 30,
Account name  related parties 2018 2017 2017
Other financial
assets — current Associates $ 293 442 482
- (iv) Key management personnel compensation
Key management personnel compensation comprised:
For the three months ended For the six months ended
June 30 June 30
2018 2017 2018 2017
Short-term employee benefits $ 16,905 19,057 36,769 39,074
Post~employment benefits 22 13 44 27
S 16,927 19,070 36.813 39,101

(Continued)
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(8) Pledged assets

The Group’s pledged assets were as follows:

June 30, "~ December 31, June 30,
Pledged assets Pledged to secure 2018 2017 2017
Land Security of bank loans $ 2,484,818 2,484,818 2,484,818
facility
Property, plant and Security of bank loans 263,561 271,588 279,615
equipment facility
Refundable deposits Lease deposit 89.374 83,744 86.093
) 2.837.753 2,840,150 2,850,526
(9) Commitments and contingencies
Unrecognized significant commitments:
(a) Unused letters of credit
June 30, December 31, June 30,
2018 2017 2017
Unused letters of credit b 400,307 153,840 355,161

(b) The Group issued promissory notes to the banks to apply for borrowings, export bills negotiation
derivatives, and factoring of accounts receivable. The issued promissory notes were as follows:

June 30, December 31, June 30,
2018 2017 2017
Issued promissory notes $ 8,578,072 9,313.210 9,046,751

(10) Losses Due to Major Disasters: None

| (11) Subsequent Events: None
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(12) Other
A summary of current-period employee benefits, depreciation, and amortization, by function, is as
follows:
For the three months ended June 30
By function 2018 2017
By item rea: | Moo | otsl | s’ | xpenses. | Tota
Employee benefits
Salaries 872,287 293,041 1,165,328 870,959 242063 [ 1,113,022
Labor and health insurance 60,760 22,278 83,038 571,975 18,834 76,809
Pension 19,625 9,818 29,443 16,166 8,410 24,576
Directors’ remuneration - 7,370 7,370 - 7.575 7,575
Others 74,232 26,127 100,359 40,958 19,570 60,528
Depreciation 69,788 18,657 88,445 71,341 17,537 88,878
|Amortization - 2,634 2,634 2,851 5,072 7,923
For the six months ended June 30
By function 2018 - 2017
By item “oves | orpenses | 1ol | s’ | enpepser. | Total
Employee benefits
Salaries 1,712,570 552,175 2,264,7451 1,746,925 500,801 | 2,247,726
Labor and health insurance 120,030 48,522 168,552 115,758 41,876 157,634
Pension 35,682 19,442 55,124 31,391 17,653 49,044
Directors’ remuneration - 17,410 17,410 - 15,791 15,791
Others 107,714 48,991 156,705 82,797 66,208 149,005
Depreciation 140,002 36,130 176,132 141,536 34,687 176,223
Amortization 3,056 6,339 9,395 6,102 9,366 15,468
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@

Information on significant transactions:

42

The followings were the information on significant transactions required by the “Regulations
Governing the Preparation of Financial Reports by Securities Issuers” for the Group for the six
months ended June 30, 2018:

(i} Lending to other parties :

(In Thousands of New Taiwan Dollars/shares )

Number

5

Name of
Name of lender | borrower [ Account name

The Company [PT Crystal [Other
receivable-
related parties

The Company |PT Glory [Other
receivable-
related parties

[The Company [PT Other
Starlight  [receivable-
related parties

IThe Company [Makalot  [Other
[Cambodia [receivable-

related parties
[The Company [Moha Other

receivable-

[related parties
[The Company [Makal [Other

Vietnam  [receivable-
related parties

[The Company [Triple [Other
Vietnem  Jreceivable-
refated parties

[The Company |Leader  [Other
Vietnam  [reccivable-
related parties

iThe Company |Leader  [Other
Yietnam  feceivable-
related parties

ICMZ, CIY, [CMZ, [0ther receivablel
ICIR, CMK  [CTY, CIR,
(Note 4) [ICMK
KNote 4)

Highest
balance
[of financing 10| Actwal Rangeof | Purposesof | Transaction Reasens
eiher parties wsage amount | inicrest rates |fund financing]  amount of for
Related | during the Ending during the | duringthe for the i [ shori-erm
arty eriad balance petiod period harrwer two partles financing
Yes 100,065 51,240 51,240 3.0 % 2 - Operating
leapital
Yes 653,615 653,615| 586,210 3.0% 1 Processing Nene
1,446,623
Yes 186,955 126,965 182,695 30 % 1 Processing Nong
554,005
Yes 258,030 258,030 211,950 3.0% 1 Processing None
1,413,241
Yes 266,570 266,570| 266,570 3.0% 1 Processing None
842,472
Yes 402,205 | 402,295 402,295 1.0 1 Processing Nene
1,137,287
Yes 76250 76,250 76,250 3,0%| 1 Processing None
709,723
Yes 631,285| 419375 225,700| 2.8%-~3% 2 - lOperating
icapital
Yes 36,600 36,600 - 3.0 % 1 [Processing None
211,737
Yes 46,831 45,959 27,599 2.5 % 2 - Kperating
kapital

Loss

 -allawence |

[ Ttem | Value |

Callatcral

None -

None -

None -

Nane .

None -

None -

None -

None -

Mone -

None -

Individual
funding [oan
limitg

1,553,563

1,446,623

554,005

1,413,241

842472

},137287

709,723

1,553,563

204,737

776,781

Maximum
limit of fund

| fimancing_J
3,107,125

3,107,125

3,107,125

3,107,125

3,107,125

3,107,125

3,107,125

3,107,525

3,107,125

1,553,563

Note: The ceiling on total loans granted by the Company to all parties is 40% of its net assets in the financial statements; the
ceiling on the short-term financing for each entity’s operating capital granted by the Company is 20% of its net assets
in the financial statements; the ceiling on the loan granted by the Company to each entity which has business
transactions with the Company is the transaction amount within a year. The policy for loans granted mutually
between its overseas subsidiaries of which the Company directly or indirectly holds 100% of their voting shares is as

follows:

The ceiling on total loans granted by an on overseas subsidiary to all overseas subsidiaries is 20% of the Company’s
net assets in the financial statements; the limit on loans granted by an overseas subsidiary to each overseas subsidiary
is 10% of the Company’s net assets in the financial statements.

Note 1: Nature of financing: 1, Business transaction purpose. 2. Short-term financing purpose.
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Note 2: Ending facility balance approved by BOD.

Note 3:The trading companies purchase materials from the Company and sell the final products back to the Company after
processing. The Company provides the materials through Loyal Trading Int’1 Co., Ltd. to its subsidiaries for
productions. According to the regulation, the Company only discloses the amount of processing; however, the
ceiling on the loan to the above entities is the actual amount of the transactions involving the final products.

Note 4: The credit limit between subsidiaries in China. .
Note 5; The aforementioned transactions have been eliminated when preparing the consolidated financial statements.

(ii) Guarantees and endorsements for other parties : None

(iii) Information regarding securities held at the reporting date (subsidiaries, associates and joint
ventures not included) :

{In Thousands of New Taiwan Dollars/thousand shares)

Category and June 30, 2018
Name of name of Relationship Account Carrying Percentage of Fair value
holder security with company title Shares value ownership (%) Note
[The Company [Dimerce Data System None Financiat assets a1 fair 1,680 67,116 268 % 67,116
© [Corporation (DDSC) value through profit or
loss— current

(iv) Information regarding purchase or sale of securities for the period exceeding NT$300 million
or 20% of the Company’s paid-in capital : None

(v) Information on acquisition of Company’s paid-in real estate with purchase amount exceeding
NT$300 million or 20% of the Company’s paid-in capital : None

(vi) Information regarding receivable from disposal of real estate exceeding NT$300 million or
20% of the Company’s paid-in capital : None

(vii) Information regarding related-parties purchases and or sales exceeding NT$100 million or
20% of the Company’s paid-in capital:

(In Thousands of New Taiwan Dollars)

Transactions with terms |  NotesfAccounts receivnble
Transaction details different from others (pavable)
Percentage of Percentage of total
Name of Nature of | Purchase total Payment Payment Ending natesfaccounts
company | Related party| relationship /Sale Amount purchnses/sales ferms Unit price terms balance |veceivable {(pavable}l Note
[The Company  [Global Subsidiary  [Purchase 1,268,928 23 % [30~60 days Note 1 - (350,115 14%
[The Company |Loyal Subgidiary  {Purchase 411,686 8% [30~60 days Note 1 - (195,852 . 8%
The Company  [Ecolot Subsidiary  |Purchase 302,08¢ 6% [45~60 days - - {142,236, %
IThe Company [Namiex [nvestee underjPurchase 179,198 3% [30-45days - - (81,050 3%
fequity methed
[The Company  [Loyal Subsidiary [P i 2,671 - % [30~60 days - - - %
[The Compeany [PT Glory Subsidiary  |Processing 713,336 22 % [30~60 days - - - %
The Company [Makaiot Subsidiary  |Processing 623,964 - 19 % [30~60 days - - {37,222 2%
[Cambedia
[The Company [Makalat Subsidiary  [Processing 604,553 19 % {30~90 days - - {266,862 11%
Vietnam
The Company [Moha Subsidiary  [Processing 376,862 12 % {30~60 days - - (4,563 Y
[The Company  (Triple Vietnam [Subsiciary  [Processing | 306,550 10 % [30~60 days {78,533 3%
IThe Company |PT Starlight  [Subsidiary  [Processing 308,847 10 % [P0~60 days - - {74,574 3%
IThe Company [Leader PH Subsidiary [P i 128,261 4% [20~90 days - - (13,927 %
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Transactions with terms | Notes/Accounts receivable
Transaction details different from others payable}
Perceniage of Percentage of (otal
Name of Natureof | Purchase total Payment Payment Ending notes/accounts
company | Related_party| relationship /Sale Amount purchnses/sales terms Unit price terms balanee |receivable {pavahle)] Note
[The Company  [Leader Vietnam [Subsidiary  [Pr ing 119,134 4 % [0~60 days - - {18,190 %
ICIR. ILoyal |Associates  [Sale 164,036 - % |30 days afier - . 29,332 92%
lexportation
CFY Loyal JAssociates  [Sale 150,259 $3 % |30 days after - - - %%
jeacportation
ICBS Ecolot [Parent Sale 292,522 - % H5~60 days - - 115,245 68%
[Cormpany

Note: The aforementioned transactions have been eliminated when preparing the conselidated financial statements.

Note 1: The mark-up price is based on the cost or re-sale price with a fixed ratio which is based on the cost and expense
that the subsidiary incurred.

(viii) information regarding receivables from related parties exceeding NT$100 million or 20% of
the Company’s paid-in capital :

(In thousands of New Taiwan Dollars)

Name of Nature of Ending Turnover Overdue Amounts received in Loss
company Related party relationship balance days Amount | Action taken| subsequent period allowance
[The Company |PT Glory Subsidiary Other receivables - - - -(Note 1) -
590,167
[The Company [Makalot Vietnam  [Subsidiary [Other receivables - - - -(Note 1) -
405,053
[The Company [Moha Subsidiary [Otler receivables - - - «(Note 1) -
268,289
[The Company [Leader Vietnam  [Subsidiary [Qther receivables - - - - (Note 1) -
225,700
[The Company {Makalot Cambaodia [Subsidiary Other receivables - - - -(Note 1} -
L 213317
[The Company [PT Starlight ubsidiary [Other receivables - - - - (Note 1) -
183,928
(Global [The Company Parent comparny 150,115 6.09 - - 119,767 . -
Loyal [The Company Parenl company 195,852 3.52 - - 21,712 -
Makalot [The Company Parent company 266,862 4,16 - - 125,623 -
Vietnam
Ecolot [The Company [Parent eompary 142,236 745 - 80,353 -
ICBS Ecolot Parent company 115,245 10,15 - 112,845 -

Note: The aforementioned transactions have been eliminated when preparing the consolidated financial statements.
Note 1: The uncollected accounts receivable primarily consisted of loans.
Note 2: The amount was collected before July 23, 2018,

(ix) Information regarding trading in derivative financial instruments :None
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(x) Significant transactions and business relationships between the parent company and its
subsidiaries for the six months ended June 30, 2018:

Nature of Intercompany transactions
) Percentage of the
Na, Name of company | Name of counter- | relationship | Account name | Amount Trading terms | onsolidated net revenue
party or total assets
0 [The Company iGlobal 1 Operating cost 1,268,928 [Cost multiplied by 12%
la fixed ratio
0 " Loyal 1 # 414,360 [Purchase order 4%
price multiplied by
la fixed ratio
0 " Ecolot 1 " 302,089 " 3%
0 " Leader PH 1 n 128,267 ” 1%
0 " [Leader Vietnam 1 ” 119,134 " 1%
1] " IPT Glory 1 " 713,336 [Processing cost 7%
based on the
market price
0 " Makalot Vietnam 1 ” 604,553 i 6%
0 " Makalot Cambodia 1 " 623,964 ¥ 6%
0 " IMoha 376,862 ” 4%
4] " IPT Starlight 1 ” 308,847 ¥ 3%
¢ " [Triple Vietnam 1 " 306,550 " 3%
g " IGlobal 1 Accounts 350,115 [30~60 days 2%
lpayable
0 L4 ILoyal 1 ” 195,852 # 1%
0 I IMakalot Vietnam 1 ” 266,862 |30~90 days %
0 n Ecolot 1 ” 142,236 ¥5~60 days 1%
0 " PT Glory 1 [Other non- 586,20 Financing 4%
current
receivables
0 " Makalot Vietnam 1 " 402,295 # 3%
0 » Moha 1 " 266,570 " 2%
-0 " Leader Vietnam 1 " 225,700 " 2%
0 ] Makalot Cammbodia 1 " 211,950 ” 2%
0 " PT Starlight 1 " 182,695 " 1%
1 ICIY Loyal 3 Operating 150,259 [Based on the 1%
revenue market price
2 ICIR Loyal 3 " 164,036 # 2%
3 CBS Ecolot 3 # 292,522 L 3%
3 ICBS Ecalot 3 JAccounts 135,245 [45~60 days 1%
receivable

Note 1: 0 represents the parent company. The subsidiaries start sequentially from 1 in Arabic numerals.
Note 2: The relationships between transaction parties are as follows:

1.parent to subsidiary
2. subsidiary to parent
3.subsidiary to subsidiary
Note 3: The aforementioned transactions have been eliminated when preparing the interim consolidated financial

statements,

(b) Information on investments (exciuding information on investments in Mainland China):

The following is the information on investees for the six months ended June 30, 2018:

(In Thousands of New Taiwan Dollars/share)

Main Original investment amount Balance as of June 30, 2058 Net income Share of
Name of | Name of businesses and ( June 30, 2018 |December 31, Percentage of | Carrying (losses) profits/losses
investor | investee Location products 2017 Shares ownership value of investee of investee Note
The IGlobal British Virgin  [Sale of textiles © 518,400 518,400 15,740 100.00 % 611,271 (1,907 (4,406)X5ubsidiary
ICompany {slands
The Loyal |British Virgin  [Sale of textiles 19,857 19,857 10,000 100,00 %4 175315 (283 {283)Subsidiary
[Company islands
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Main Original investment amount Balanee as of Jupe 30, 2018 Net income Share of
Name of | Name of businesses and | June 30, 2018 |December 31, Perceniage of | Carrying (losses) profits/losses
investor | investee Lacation preducis 2007 Shares ownership value of investee of investee Nole
IThe PT Crystal |tndonesia Manufaciure of 34,464 34464 o993 191 940 % (43,177 (780 (780)Subsidiary
[Company Tments
[The Leader PH  [Philippines anufacture of 7.281 7,281 249,005 99.99 % 38,995 {2,960 (2,960)Subsidiary
;Company arments
The Diamond  [Philippines Manufacturs of - - 149,995 949.59 % 3,060 (162, {162¥Subsidiary
[Company rments
[The Primeline  [Philippines IManufactore of 5,945 9,945 99,995 99.99 % 57 I (ApSubsidiary
Company lgarments
[The Fortune Star |Samoa Investment holding 649,788 688,203 | 20,301,591 100,00 % 529,046 (14,407, (14,068)Subsidiary
[Company
[The [Triple [Samoa [nvestment holding $36,051 460,691 14,000,000 100,00 9% 243,441 (24,448 (25,817)Subsidiary
Company
[The Ecolot ITaiwan Sale of garments 58,472 59472 9,864,000 6165 % 164,146 15,310 6,890 [Subsidiary
KCompany
[The Great Time [Tatwan Sale of parments - 4,575 - - % - (69 (69)Subsidiary
ICompany
[The Glida [Taiwan Sale of garments 5,000 5.000( 500,000 160.00 % 4,98] (1 (1)fSubsidiary
fCompany
Globat PT Glory  |Ind [Manufacture of 189,900 189,900 60,895 095,00 % 209,774 714 678 [Subsidiary
|zarments
Glabal PT Starlight [Indanesia Munufacture of 3,645 3645 1,050 5.00 % 3,928 6,396 320 [Subsidiary
Eam:nls
Global Mekalot  [Cambodia Manufaciure of 107,139 107,139 1,000 100.00 % (34,207 (6,225 {6,225)|Subsidiary
feambodia lrarments
[Global Makalot  [Vietnam Manufacture of 240,208 240,208 - 160,00 9% 297,087 (15 {15)Subsidiary
[Vietnam rments
[Triple [Moha Cambodia anufacture of 94,524 94,524 1,000 100.00 % (10,108 5,635 (5,635)(Subsidiary
arments
[Triple Triple Vietnam Manufacture of 81,171 1n - 100.00 %] 87,678 (21,189 (21,189)Subsidiary
Vietnam L ents
[Triple [Top Trend  {Samoa [nvestment holding 266,960 171,600 3 .400,000 100.00% 168,351 1,974 1,974 [Subsidiary
Top Trend [Leader [Vietnam Manufacture of 267,500 172,140 - 10000 % 168,35t 1,974 1,974 [Subsidiary
KGarment lparments.
Fortune  [Fund Eagle |Hong Kong investment holding | - - - 100.00 % - - - Subsidiary
Star
Fortune  |Winlop Hong Kong Investment holding 277,755 316,170 9,070,000 100,00 % 198,748 139 139 |Subsidiary
[Star
Fortune  ICrownEra [HongKeng  [lovestment holding 117,740 12740 3,580,000 100.00% 155,395 (5,111 {5,111 )Subsidiary
Star
Fortune  [Crownway fHong Kong Investment holding 162,422 162,422 4,550,000 100.00 24 90,766 (15,282 (15,282)Subsidiary
tar
Fortune  [PT Starlight [Indonesia Manufacture of 61,532 61,532 19,950 9500% 74,637 6,396 6,077 [Subsidiary
Star rments
Fortune  [PT Glory  [indonesia Manufacture of 12,054 12,094 3,205 5.00 % 11,041 714 36 [Subsidiary
Star Tments
Wintop  [Namtex  [Vietnam [Wearing 270,97¢ 270,979 - 50009 156,460 {1,543 (4,128)The
[Company
indirecily
helds 50%
jof
ownership
Ecalot [Top Shiny  [Hong Kang Investment holding 38,498 3498 1,200,000 100,00 % 43,264 523 523 [Subsidiary
[Top Shiny [Texlot British Virgin  {Investment kolding | - 24,413 - . o - (3,567 (245)Associate
Company  {(slands
Limited
Texlot)
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Note : The aforementioned transactions between the Company and subsidiaries have been eliminated when preparing the consolidated
financial statements. '

Note 1: Investment gain or loss recognized in the current period included sales from subsidiaries to parent company.

(¢) Information on investments in Mainland China:

(i) The names of invesiees in Mainland China, the main businesses and products, and other

information:
(In thousands of New Taiwan Dollars)
Nlain Total Accumnlated Investment flaws Accumulaied Net income Accurulated
husinesses amaount Methnd | investment paid Investment paid (Fosses} Percentage Investment Carrying valee| remittance of
Namg of and of paid-in of by Taiwan as of . by Taiwan asof |of1he investee] of highest tncems (losses) |as of March 31,] carnings as of
imestce products capital investment Januany 1, 3018 Outfiow | Inflow Junc 30, 2018 far 2016 gwnership 2018 this year
CFY Manufacture of - 2 67,228 - - 67,028 N R
learments {Noic 1)
lemK IManufacture of 27,033 a 65,448 - 38415 27,033 2,671 100 % 2,671 40,561 14,378
[cannents
lomz, Manufacture of 117,40 2 117,740 - - 111G (5111 100 %y (5,111 155,386 T304
leannents
lery Manufactare of 68,120 2 68,120 - - 68,120 (5,659, 100 % (5,659 56,276
lgarments
IR Manufacture of 94,302 2 94,302 - - 94,302 (9,623, 100 % (9,623 3475
[ganngnts
lcms ITrade service 11,039 2 11,039 - - 11,039 n 100 %4 573 23,135

Note : There are three kinds of investments
1.Invest directly in Mainland China companies.
2.Invest in Mainland China by remiiting through a third region.
3.0Others.
Note 1: CFY was liquidated on August 9, 2017, the accumulated outflow of investment from Taiwan as of
December 31, 2017 is including the amount of capital reduction for cover accumulated deficits.

(i) ‘Upper limit on investment in Mainland China:

Accumulated Investment in Mainland| Investment Amounts Authorized by Upper Limit on
China as of June 30,2018 Investment Commission, MOEA Invesiment

385,462 591,677 4,660,688

(iii) Significant transactions:

The significant inter-company transactions with the subsidiaries in Mainland China, which
were eliminated in the preparation of consolidated financial statements, are disclosed in
“Information on significant transactions™.

(Continued)
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(14) Segment information

The Groups operating segment information and reconciliation are as follows:
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Selling and
For the three months ended manufacturing of Adjustments
June 30, 2018 garments Other segments  and cancellation Total
Revenue
Revenue from external customers §$ 4,617,606 447,634 - 5.065.240
Total revenue $ 4,617,606 447,634 - 5,065,240
Segment income or loss (Note 1) (Note I) (Note 1) (Note 1)
Segment total asset (Note 1) (Note 1) {Note 1) (Note 1)
Selling and
For the three months ended manufacturing of Adjustments
June 30, 2017 garments Other segmenis  and cancellation Total
Revenue
Revenue from external customers § 4.455.332 231.659 - 4,686,991
Total revenue i) 4,455,332 231,659 - 4,686,991
Segment income or loss (Note 1) (Note 1} (Note 1) {Note 1)
Segment total asset (Note 1) (Note 1) (Note 1) (Note 1)
Selling and
For the six months ended manufacturing of Adjustments '
June 30, 2018 garments Other segments  and cancellation Total
Reverme
Revenue from external customers $ 9,652,822 543.506 - 10,196,328
Total revenue $ 9,652,822 543,506 - 10,196,328
Segment income or loss (Note 1) (Note 1) {(Note 1) (Note 1)
Segment total asset (Note 1} (Note 1) {Note 1) {(Note 1)
Selling and
" For the six months ended manufacturing of Adjustments
June 30, 2017 garments Other segments  and cancellation Total
Revenue
Revenue from external customers § 9,865,547 352,646 - 10.218.193
Total revenne N 9,865,547 352,646 - 10,218,193
Segment income or loss (Note 1) (Note 1) (Note 1) (Note 1)
Segment total asset (Note 1) (Note 1) (Note 1) (MNote 1)

Note 1: The Group discloses the amounts as zero due to the fact that the amounts of its segment income or loss and total
assets were not provided to the chief operating decision maker,



