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Independent Auditor’s Review Report

To the Board of Directors
Tung Ho Steel Enterprise Corporation

We have reviewed the accompanying consolidated balance sheets of Tung Ho Steel Enterprise Corporation
and its subsidiaries (the Consolidated Company) as of March 31, 2016 and 2015, and the related
consolidated statements of comprehensive income, changes in equity, and cash flows for the three-month
periods ended March 31, 2016 and 2015. These consolidated financial statements are the responsibility of
the Company’s management. Our responsibility is to issue a report on these consolidated financial
statements based on our reviews.

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

The financial statements of the subsidiaries were consolidated based on their unreviewed financial
statements. The total assets of the subsidiaries were NT$10,630,101 thousand and NT$8,128,198 thousand,
constituting 29% and 22% of the consolidated total assets as of March 31, 2016 and 2015, respectively.
The total liabilities of the aforementioned subsidiaries were NT$4,601,896 thousand and NT$3,947,681
thousand, constituting 35% and 28% of the consolidated total liabilities as of March 31, 2016 and 2015,
respectively. The total comprehensive income (loss) of these subsidiaries amounted to (NT$93,036)
thousand and (NT$90,661) thousand, constituting (29)% and (19)% of the total consolidated
comprehensive income for the three-month periods ended March 31, 2016 and 2015, respectively.

The Consolidated Company’s investments in the investee companies were NT$1,222,811 thousand and
NT$1,566,979 thousand as of March 31, 2016 and 2015, respectively. The Consolidated Company’s equity
in net (loss) earnings of these investee companies were NT$(28,635) thousand and NT$17,141 thousand
for three-month periods ended March 31, 2016 and 2015, and were based solely on the reports which are
not reviewed by auditors.



kPG

Based on our reviews, except for the effects of any adjustments that might have been determined to be
necessary had the interim consolidated financial statements of the investees referred to in the third and
fourth paragraphs been reviewed, we are not aware of any material modifications that should be made to
the interim consolidated financial statements referred to above for them to be in conformity with the
Guidelines Governing the Preparation of Financial Reports by Securities Issuers, and International
Accounting Standards No. 34 “Interim Financial Reporting” endorsed by the Financial Supervisory
Commission of the Republic of China.

kPG

Taipei, Taiwan (the Republic of China)
May 9, 2016

Notes to Readers

The accompanying interim consolidated financial statements are intended only to present the inferim consolidated financial
position, results of operations and cash flows in accordance with the International Accounting Standards endorsed by the
Financial Supervisory Commissicn, R.O.C. and not those of any other jurisdictions, The standards, procedures and practices to
review such financial statements are those generally accepted and applied in the Republic of China.

For the convenience of readers, the auditors’ review report and the accompanying interim consolidated financial statements
have been translated into English from the original Chinese version prepared and used in the Republic of China, If there is any
conflict between or any difference in the interpretation of the two versions, the Chinese version shall prevail.



*SJUSLLDIEIS |RFOUBUL] PIJBPIIOSUCY WS 0} 5aj0u Fuifuedwoooe s9g

0T BFEOLIT . DOT  ESFUs0gr . 00T OFELSSOE § Aynbg puw saigery (B Wr WEwLc . 01 WFos0ar . 0T TIR®|® S SRSSY [EJ0L,
9 GherF9tc ¥ ZID9L0tc P9 PEPBIPLC Aunby 1wy - - -
- 00801 T o0wE ~— BIevL S15uU) Su1[[oNU0a-UoN
£9  6h0OFS'ET P9 IPE'I66TE P9 SERTPE'CT 1uazed 3yl 30 S1OUMO 01 D|QEINGLITE £ND3
T 6%t B T A ] T ©eIst s £ynba.toyio
G TES6S0L ¥ FLPOCOD &1 I8t 9 sHuluaua pauseia mo ),
01 GRFList & wrIEce 0T Z60009°¢ supea paugmos paieudosddeup
1 ovl'sst - 60E'6PI = 60TERT salosu waadg
§  fSTLLEC [ TIF'e80e 6 ZIP'E80's oa1z521 B3|

isTuiwes poueisy
L E665ET'Y Ll E66'STT'D L @%erT'y snjdang unduzy
97 S1TI86'G 62 S1TE86'% L S1T'786% }I018 UounUD?)

{(or)(12)(07)9 smoN) Aynby

T G0 9 TSPVODLI . 95 DI sapquI Imeg, ¢ TOISITE 65 STE0SIIT  ©9  ME1S0E e Y anant 1.
0T $EES0cT . 0F GTERT T 5 OUIOIT SONIU]] JUSLINIUGY )0, - amm.qm B mmm.aw I .nov.wnm (3 10N} SI955T JUBLNOUDY D10
— e T ETT = (L 010N Siisodop aolERAg 1y I eas'esy - 68818 (g m0N) usodap alqepuniey
7T e z CLLLEL 7z sicosL £ 80K £ ot b 0SESSTT (g a10N) wawdmba tof wawiedag
I ot0°l6l 1 Lol 1 SeI'eLt T L6Ls - 86T9e T BOER $304MO521 [MITEN

. . - M ) L1141 sonuuIEA 10; SUDS|A0IL wiz-ue [T/ A { €4 - 86T'9Ll - B6T9L SWSSU XEI pAIZJO(]

L spo'saLT £ 0BO65H°T 9  00000ZT (2 puz (91)9 210N yueq — 2jqesed sueo] warTuey - - y N ! 19€°LIT £1a55% 2IqIuTIu]
¥ L61'089 S 6T6'T99T P LIG'S99'L ((€1) pue (T1)9 SMON) 190 “‘A1ados) wouwnsoau]

SIINQUI a2 LNIUON TP 9£9%688'S1 £ ESE'LPEST  Op  188'E6L9] (g puz (z1)5 Sa10n) 1uawdinba pu ‘umd “Geodos

T VLSOl | 9t TLOULEG T Serieoot SIIIQUI] JULLND [E0L, t 6L6995'1 v GDE'SSTL £ ngeet ((01)9 9100 ponaw Kiynba Suisn J¢f PAIUNOIIB SIUIWISIAU]
~ wo%g . - el - mL SINIGU] SUSIND J3Y10) 1 S8ETve [ 8¥R'0%€ 1 (174913 ((£)9 310N} 1WILMILOU — 1503 T8 PILILD SIISST |BIIURNL]

- SZHYPIL - 68+'8% - §0E'9% {(91)9 a10N) 9|qeded suroj uuz-Fuo| Jo voiwed Juaun) € £8H°586 7 986669 £ CSR'OLE (1) 510N IUSLNOUOU —SIOSSE [RISUBUY] J[ES-10)-0[qR[IBAY
9 LP10THF T L YEG'STY'T L LOYEEYT (£ [}g 210N ueppod wa1md — ajqeded spuoq ajtiodio) IS)9SST JUILINSUON]
1 958'961 1 ELYLOT T LTE16F {{L)g M0pg) o outtapy Tv DBFSISEr TP TEI06AFPl LT GOPSEETl SISSU JUDLIND [EIO,

- I89'1EL - LTO'8S - LBL0G dlquied xe) dwioduj - Tt — 05 - v (g 910N) $1085¢ JUALIND DY
2 609'04%1 ¥ 1TEEoH] 4 2T’ (£ pus (1 J9sa10N) safquied Joyip 1 BOR'LEE [ L8'SPT 1 08162 susuifedog
1 £96°6PE 1 PoH'961 [4 1LL'608 ((£)9 30N} sajqedvd sjoeaued uoliznnsuo) 12 L90°600'8 ¥l 808'9TIC £ THo'tLeY ((2}9 010N 101 ‘SHLIOWUIALY
b4 10L'S6%1 £ L61°TPT'] ¥ SBG'88TT (£ MeN) 21qeded sunoooy - 220°16 - 17996 - 0I5'EEl {£ pue (9)g SM0N) SI[UALOIU DY

- zes'e0l = FEEON - s (£ 219N Spyuded so10N, € 0Z6°001°1 € EE8'ZETd £ £18'386 ({2)9 SO10p) OJFAID3D1 SIIEUCI UONOTLISUO)

- 0L6'el - - - - ({£)9 210N yuarsnd —Furpoy Jof Pasn SONIIYT) [HAURUL IALTALIC 01 €8L'6HLE 0!  H6'ISKE 6 PESLIE'E (£ pue (9)9 S310N) 191 ‘VGTARO STURURY

((81) pue ()9 5910N) JwALINO— I 098°5PE 1 L00'T9% 1 065912 (£ put (9)9 SANON) 10U '2|qBAIIIL STION

- w.vh,hv - mmﬂ.vw - L6680 $§0] 10 ~CO.—Q _.._w:O.:.: QN[LA JJE] T8 SINILIQR]] [RIduBY,] QNHW U_Dzu
4 0£L°6LY b4 S0Z'16Z°1 € 18 El’l ((s1)9 Mop) 2jqeded s[1q pue 53100 LLI-LIOYS 1 09009 I BLRTE] 1 L6RV61 U010 —$50] 40 Tip0sd YIN0IY) SR8 JBY 18 SIASSE [BIOULUL]
6 95¢'gE 9 £99°001°T [ S968ITT  § ((¥1)9 910N) S3UIMON0G UNI-UCYS b ESZ'E'l 11 PER'E66E 6 CIZ8R'E  § ((1)9 201 stusjEAINbS YsED PUE YSE)

ISIRINGEIT a2 _ ISISSY Judaan’y

A unomy [ unowy %, Junowy Lnnbyg pue sappqery 98 unouy .[mNW. junowy r.WmJ unowy SHSsY

SI0T 1T UMTI  §10 ‘1€ Joquisdag 9107 1€ YIaE Ly ST0Z ‘1€ 1PV S10Z 1€ PQuARA 9107 1€ PATY

(SIR[[OT UBAMBT, AVDN] JO SPUBSILOY) UL passaadx )
S10Z ‘1€ HOUVIN ANV ‘S10Z ‘1€ HAAWADAA *910Z ‘1€ HOAVIN

SLIATS YONVIVE TILVAITOSNGD

STRIVIAISANS ANV NOLLVIOJIOD ISTHJUAINT TATLS OH ONINL

SPIEPUT]S SUGIPAE POJUIIIE A[[EI0S 1PIA SIUBPI0IIE Uf POJIPNE JOU "A|UG PIMDIIAIT DIB ST PUE D10 * 1§ YIIEIAl JU S8 SJUIWITES [EIOUBH]] PAJEPI[0sU0 UIjIo)u]



Reviewed only, not audited in accordance with generally accepted auditing standards

TUNG HO STEEL ENTERPRISE CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2016 AND 2015

(Expressed in thousands of New Taiwan Dollars, exeept for earnings per share)

Operating revenue (Nofes 6(23) and 7)
Operating cost (Notes 6(7)(8)(19) and 7)
Gross profit, net

Operating expenses
Selling expenses (Notes 6(19)(24) and 7)
General and administrative expenses (Notes 6(11)(19)(24) and 7)
Total operating expenses
Operating income
Non-operating income and expenses:
Other income (Notes 6(25) and 7)
Other gains and losses, net (Notes 6(9)(25) and 7)
Financial costs (Notes 6(25)and 7)

Share of (loss) profit of associates accounted for under equity method (Note 6(10))

Total non-operating income and expenses
Profit before income tax
Less: Income tax expense (Note 6(20))
Net income
Other comprehensive income(Notes 6{10)(26)):

Items that may subsequently be reclassified to profit or loss
Exchange difference on translation of foreign operations

Unrealized gains (losses) on valuation of available-for-sale financial assets

Loss on the effective portion of cash flow hedge

Share of other comprehensive income of associates accounted for under equity

method
Less: Income tax relating to components of other comprehensive income

Subtotal of items that may subsequently be reclassified to profit or loss
Total other comprehensive income, net of income tax
Total compirehensive income for the period

Profit attributable to:
Owners of the parent
Non-controlling interest

Comprehensive income attributable to:
Ownmers of the parent
Nen-controlling interest

Basic earnings per share (in dollars) (Note 6(22}))
Dileted earnings per share (in dollars) (Note 6(22))

See accompanying notes to interim consolidated financial statements.

For the three-month periods ended March 31,

2016 2015
Amount % Amount 9%
6,029,433 100 8,434,705 100
5,408,506 90 7.679.836 91
620,927 10 754,869 9
126,985 2 147,667 2
225.600 4 211,627 2
352,585 6 359,294 4
268,342 4 395,575 5
18295 - 17482 -
8908 - 50,495 1
@7072) - (7.479) -
{28.635) - 7141 -
(28.414) - 57,639 1
239,928 4 453,214 6
{33.257) (1) (54,769) (1)
206,671 3 398,445 5
(160,944 3) (16,974) -
276,868 5 111,084 1
- ; (14272) -
34y - (953) -
115,890 2 78.885 1
115.890 2 78.885 1
322,561 477,330 6
212,344 3 402,171 5
(5673) . - 3726) -
206,671 3 308445 __ 5
331,018 5 481,401 6
(8.457) - (4.071) -
5____322561 __ S5 ___ 477330 __ 6
.21 0,40
0.17 0.38
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Reviewed only, not audited in accordance with generally accepted auditing standards

TUNG HO STEEL ENTERPRISE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2016 AND 2015

(Expressed in thousands of New Taiwan Dollars)

For the three-month periods

ended March 31,
2016 2015
Cash flows from operating activities:
Income before income tax b 239,928 453,214
Adjustments:
Depreciation 319,358 287,191
Amortization _ 8,532 6,964
Interest expense . 27,072 27479
Interest income (7,306) (6,571)
Share of profit of associates accounted for under equity method 28,635 (17,141)
{Gain) Loss on disposal of property, plant and equipment (11,659) 202
Gain on disposal of noncurrent assets held for sale - (10,401)
Unrealized foreign currency exchange loss(gain) : 16,613 (9,653)
Prepayment for equipment reclassified to expense - 835
{Reversal) Loss on decline of inventory market price (9.890) 6.050
Income and expenses not affecting cash flow 371.355 284.955
Changes in operating assets and liabilities:
Changes in operating assets:
(Increase) Decrease in financial assets held for trading (1,027 75,430
Decrease in notes receivable 245,517 47,153
Decrease (Increase) in accounts receivable 247,781 (182,996)
Decrease {Increase) in construction contracts receivables 244,020 (81,826)
Increase in other receivables (56,242) (5,648)
Decrease in inventories 601,383 543,495
Increase in prepayments (296) (95,230)
Decrease in other current assets 16,221 18,285
Total changes in operating assets 1,297,857 318,663
Changes in operating liabilities:
{(Decrease) Increase in financial liabilities at fair value through
profit or loss (15,398) 7,748
Decrease in notes payable (34,058) (13,206)
Decrease in accounts payable (541,461) (229,793}
Increase in construction contracts payables 13,277 200,263
(Decrease) Increase in other payables (322,175) 35
Increase (Decrease) in advance receipts 283,854 (135,155)
(Decrease) Increase in other current liabilities (39,918) 64,388
{(Decrease) Increase in accrued pension liabilities (1.195) 624
Total changes in operating liabilities (657.074) (105.096)
Net changes in operating assets and liabilities 640.783 213,567
Total adjustments 1,012,138 498,522

See accompanying notes to interim consolidated financial statements.



Reviewed only, not audited in accordance with generally accepted auditing standards

TUNG HO STEEL ENTERPRISE CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2016 AND 2015
(Expressed in thousands of New Taiwan Dollars)

Cash inflows generated from operating activities
Interest received

Interest paid

Income taxes paid

Net cash provided by operating activities

Cash flows from investing activities
Acquisition of financial assets carried at cost

Net cash outflow on acquisition of subsidiaries
Proceeds from disposal of noncurrent assets held for sale

Acquisition of property, plant and equipment

Proceeds from disposal of property, plant, and equipment
Decrease in refundable deposits

Decrease (Increase) in other receivables

Increase in computer software and unamortized expense
Acquisition of investment property

Decrease in other current assets and noncurrent assets —restricted deposit

Increase in prepayment for equipment
Net cash used in investing activities

Cash flows from financing activities
Proceeds from short-term borrowings
Repayments of short-term borrowings

(Decrease) Increase in short-term notes and bills payable
Issuance of long-term loans payable

Repayments of long-term loans payable

Decrease in other payable

(Decrease) Increase in guarantee deposits

Changes in non-controlling interests

Net cash used in financing activities
Effect of exchange rate fluctuations on cash held
Net Decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

For the three-month periods
ended March 31,

2016 2015
$ 1,252,066 951,736
8,471 3,870
(20,405) (26,870)
(1.164) (12.814)
1,238,968 915922
(14,700) -
(1,090,948) -
- 31,041
(74,586) (78,305)
50,676 -
201,994 945
2,955 (18,325)
(965) (270)
(745) (260)
1,966 19
(119.893) (70.760)
(1.044.246) (135.915)
3,827,367 3,944,039
(3,632,103) (4,643,734)
(159,419) 175,000
200,000 (500,000)
(890,635) (1,018,040)
(100,000) -
(4,581) 1,993
17.092 (345)
(742.279) (1.041.087)
41.886 (5.096)
(505,671) (266,176)
3,993,884 1,910,409

s 1644233

See accompanying notes to interim consolidated financial statements.



Reviewed only, not audited in accordance with generally accepted auditing standards

TUNG HO STEEL ENTERPRISE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

MARCH 31, 2016 AND 2015
(Expressed in thousands of New Taiwan Dollars unless otherwise stated)

1. Organization and Principal Activities

Tung Ho Steel Enterprise Corporation (the “Company”) was incorporated in May, 1962, as a company
limited by shares and registered under the Ministry of Economic Affairs, R.O.C. The address of the
Company’s registered office is 6F., No. 9, Sec. 1, Chang-an E. Rd., Taipei City, Taiwan (R.0.C.). The
Company and its subsidiaries (the Consolidated Company) are primarily involved in manufacturing and
selling steel bars, steel sections, and steel plates.

2. Approval Date and Procedures of the Consolidated Financial Statements

The interim consolidated financial statements as of and for the three-month periods ended March 31, 2016,
were approved and authorized for issue by the board of directors on May 9, 2016.

3. Adoption of New Standards and Interpretations

The following summarizes new standards and amendments that may impact the Consolidated Company
issued by the International Accounting Standards Board (IASB) but not yet endorsed by the Financial
Supervisory Commissions R.O.C. (“FSC”) until the reporting date:

Effective date

Newly Issued, Revised, or Amended Standards and Interpretations Prescribed by TASB

IFRS 9 “Financial Instruments”

Amendments to IFRS 10 and 1AS 28 “Sale or Contribution of Assets
Between an Investor and its Associate or Joint Venture”

Amendments to IFRS 10, IFRS 12, and IAS 28 “Investment Entities:
Applying the Consolidation Exception™

Amendment to IFRS 11 “Acquisitions of Interests in Joint Operations™ January 1, 2016

Amendment to IFRS 14 “Regulatory Deferral Account” January 1, 2016

Amendment to IFRS 15 “Revenue from Contracts with Customers” January 1, 2018

January 1, 2018
To be determined by IASB

January 1, 2016

IFRS 16 “Lease”

Amendment to IFRS 15 “Clarifications to IFRS 15”

Amendment to IAS 1 “Disclosure Initiative™

Amendment to IAS 7 “Disclosure Initiative”

Amendment to IAS 12 “Recognition of Deferred Tax Assets for
Unrealized Losses”

Amendment to IAS 16 and IAS 38 “Clarification of Acceptable
Methods of Depreciation and Amortization™

Amendments to JAS16 and 1AS 41 “Bearer Plants”

Amendments to IAS 19 “Defined Benefit Plans: Employee
Contributions™

Amendments to IAS 27 “Equity Method in Separate Financial
Statements”

January 1, 2019
January 1, 2018
January 1, 2016
January 1, 2017
January 1, 2017

January 1, 2016

January 1, 2016
July 1, 2014

January 1, 2016
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TUNG HO STEEL ENTERPRISE CORPORATION AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Effective date
Newly Issued, Revised, or Amended Standards and Interpretations Prescribed by IASB
Amendment to IAS 36 “ Recoverable Amount Disclosures for January 1, 2014

Non-financial Assets”
Amendment to TAS 39 “ Novation of Derivatives and Continuation of January 1, 2014

Hedge Accounting”
Annual Improvements Cycle 2010-2012 and 2011-2013 July 1,2014
Annual Improvements to IFRSs 2012-2014 Cycle January 1, 2016
Amendments to IFRIC Interpretation 21 “Levies” January 1, 2014

The Consolidated Company is in the process of evaluating the impact on its financial position and
financial performance of the initial adoption of the aforementioned standards or interpretations. The
results thereof will be disclosed when the Consolidated Company completes its evaluation.

Summary of Significant Accounting Policies
(a) Statement of compliance

The accompanying interim consolidated financial statements have been prepared in accordance with
the Guidelines Governing the Preparation of Financial Reports by Securities Issuers (hereinafter
referred to as the Guidelines) and TAS 34 “Interim Financial Reporting” endorsed by the FSC. These
interim financial statements do not include all disclosures required for annual financial statements
under the Guidelines and IFRSs, IASs, IFRIC Interpretations and SIC Interpretations as endorsed by
the FSC (hereinafter referred to as IFRS as endorsed by the FSC).

Except as described below, the significant accounting policies adopted in the accompanying interim
consolidated financial statements are the same as those adopted in the financial statements for the year
ended December 31, 2015. Please refer to Note 4 of the financial statements for the year ended
December 31, 2015 for related information.

(b) Basis of consolidation
1 Principles used in preparing the consolidated financial statements are the same as those used for the
financial statements for the year ended December 31, 2015. Please refer to Note 4(3) of the

financial statements for the year ended December 31, 2015, for complete disclosures of significant
accounting policies.

(Continued)
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TUNG HO STEEL ENTERPRISE CORPORATION AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

2. List of subsidiaries included in the consolidated financial statements:

Investor The name of subsidiaries Business aclivity March 31, |December31,| March 31,
2016 2015 2015

iThe Company [Tung Yuan International Comp. [nvestment activities 100.00% [ 100.00% | 100.00%
[The Company Tung Kang Steel Structure Corp. Manufacture H-beams and trading activities 97.35% 97.35% 97.35%
[The Company Goldham Development Ltd, Investment activities 100.00% 100.00% | 100.00%
[The Company [Katec Creative Resources Corporation Waste recycling ‘ 99.01% 85.63% 85.63% | Note 1
[The Company ) [Tung Kang Wind Power Corp, Generate eleciric power 100.00% | 100.00% [ 100.00%
The Company [Fa Da Enterprise Corp. Recycling 100.00% | 100.00% [ 100.00%
The Company . Fuco Intermational Lid. Investment activities 100.00% - - Note 2
[The Company Fuco. Steel Corporation Limited Steel industry 10.00% - - Note2+ 3
[Tung Yuan International Corp,  [5 Oceans International Inc. [nvestment activities 66.67% 66.67% 66.67%
[Tung Kang Steel Structure Corp.  [Tung Kang Engineering & Construction Corp. (Civil engimeering 100.00% 100.00% | 100.00%
IGoldham Development Lid, Fujian Tung Kang Steet Co,, Lid, Manufacture H-beams and steel bars 100.00% 100.00% | 100.00%
Fuco International Ltd, Fuco Steel Corporation Limited Steel industry 90.00% - - Note 2+ 3

Note 1: In March, 2016, the Company participated in the cash capital increase, increasing the shareholding percentage from 85.63% to

99.01%.
Note 2: This newly acquired subsidiary was incorporated into the consolidated company commencing January 4, 2016 (the base date

of the acquisition).
Note 3: The Company’s direct and indirect ownership amounted to 100%

3. All of the subsidiaries above were included in consolidation.
(c) Income taxes

The Consolidated Company evaluates and discloses interim period income tax expense in accordance
with paragraph B12 of IAS 34 “Interim Financial Reporting”.

Income tax expense is best estimated by multiplying the pretax income for the interim reporting
period by the effective annual tax rate as forecasted by the management. This should be recognized as
current tax expense and deferred taxes in proportion with the estimated annual current tax expense
and deferred tax expense.

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
recognized directly in equity or other comprehensive income as tax expense.

(Continued)
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NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

(d) Employee benefits

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

Critical Accounting Judgments and Key Sources of Estimation Uncertainly

The interim consolidated financial statements are prepared in conformity with IAS 34 “Interim Financial
Reporting” as endorsed by the FSC, under which, management 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.

In these interim consolidated financial statements, judgments and key sources of estimation uncertainty
used by management in the application of critical accounting policies are expected to be consistent with
those in Note 5 of the financial statements for the year ended December 31, 2015.

Description of Significant Accounts
Except as described below, the description of significant accounts in the accompanying interim financial
statements is not materially different from those in the financial statements for the year ended December

31, 2015. Please refer to Note 6 of the financial statements for the year ended December 31, 2015, for
more details.

(1) Cash and cash equivalents

March 31, December 31, March 31,

2016 2015 2015
Cash on hand $ 5,797 1,731 1,748
Checking and demand deposits 1,520,115 1,124,951 671,917
Term deposits 1,086,353 1,598,722 160,313
Cash equivalents 875.948 1.268.480 810,255

Cash and cash equivalents on the statement of cash flows $ 3488213 _3.993.,884 _1.644,233

As of March 31, 2016, December 31, 2015, and March 31, 2015, certain cash and cash equivalents
were pledged as collateral to secure debts and civil ruling, and such term deposits were reclassified to
refundable deposits and other current/noncurrent assets. Please refer to Note 8 for details.

{Continued)
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(2) Financial assets and liabilities at fair value through profit or loss

March 31, December 31, March 31,

2016 2015 2015
Financial assets at fair value through profit or loss:
Financial assets held for trading:
Publicly listed stocks 5 194,897 183,789 192,426
Forward foreign exchange contracts - 10.081 67.634
Subtotal 194,897 193.870 260,060
Financial assets designated as at fair value through profit or loss:
Foreign bonds - - -
Total $__ 194897 ___ 193,870 _260,060
Financial liabilities at fair value through profit or loss:
Financial liabilities held for trading:
Forward foreign exchange contracts b 14,389 - 248
Redemption options on convertible bonds 54,608 84,395 47.500

$ 68,097 ___ 84395 ___ 47,748

The Consolidated Company uses derivative financial instruments to hedge certain foreign exchange
and interest risk that the Consolidated Company is exposed to arising from its operating, financing,
and investing activities. The Consolidated Company held the following derivative financial
instruments, which did not meet the criteria for hedge accounting, and were thus presented as
financial assets held for trading;:

Foreign currency forward contracts :

March 31,2016

Nominal amount
(in thousands) Currency Maturity dates

Foreign currency forward ~ USD 18211  Sell US$/buy NT$ 2016.04.01~2016.06.28

December 31, 2015
Nominal amount
{in thousands) Currency Maturity dates
Foreign currency forward USD 40,361  Sell US$/buy NT$ 2016.01.06~2016.04.15
March 31, 2015
Nominal amount Nominal amount
(in thousands) (in thousands) Maturity dates
Foreign currency forward USD 133,699 Sell US$/buy NT$  2015.03.31~2015.09.29

(Continued)
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(3) Derivative financial liabilities for hedging
The derivative financial instruments designated as hedging instruments are as follows:

March 31, December 31, March 31,
2015 2015 2015

Derivative financial liabilities used for hedging — current:
$ - - 19,970

Cash flow hedge —forward exchange contracts

The Consolidated Company’s strategy is to use forward exchange contracts to hedge its estimated
foreign currency exposure in respect of forecasted purchases over the following twelve months. When
actual purchases occur, the amount accumulated in equity is reclassified to profit or loss in the same -
period. The Company’s hedging instrument, forward foreign exchange contracts, reached its maturity
and was settled on April 30, 2015. The Consolidated Company did not designate other hedging
instrument. However, the hedged item has not yet reached the status that is available for use. When
the actual purchase occurs, the amount accumulated in gain (loss) on the effective portion of cash
flow hedge under other equity interest will be reclassified to profit or loss in the same period. The
unexpired forward exchange contracts held by the Consolidated Company were as follows:

March 31, 2016

Nominal amount

(in thousands) Currency Maturity dates
Foreign currency forward EUR - - -
December 31, 2015
Nominal amount
{in_thousands) Currency Maturity dates
Foreign currency forward EUR - - -
March 31, 2015
Nominal amount
(in thousands) Currency Maturity dates
Foreign currency forward EUR 3.000  Sell US$/buy NTS 2015.04.30

(Continued)
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(4) Available-for-sale financial assets
The details of available-for sale financial assets were as follows:

March 31, December31, March31,

2016 2015 2015
Stocks listed on emerging markets $ 790,601 513,865 589,114
Financial bonds 186,254 186,121 394.369
Total $__976855 ___ 699,98 __ 983483

(5) Financial assets carried at cost

March 31, December 31, March 31,
2016 2015 2015

Unlisted domestic/foreign common stock s 335,259 320,848 342,885
(6) Notes and accounts receivable, overdue receivables, and other receivables

March 31, December 31, March 31,

2016 2015 2015

Notes receivable from operating activities 3 215,832 462,196 344,064
Notes receivable from non-operating activities 860 13 1,998
Notes receivable from related parties 221 221 221
Less: allowance for impairment (423) (423) (423)
Notes receivable, net $__ 216490 462,007 345,860
Accounts receivable $ 3,540,930 3,706,865 3,959,403
Accounts receivable from related parties 5,468 3,966 4,339
Less: allowance for impairment (228.824) (228.855) (213.959)
Accounts receivable, net $_3317,574 3,481,976 3,749,783
Other receivables $ 116,445 43,396 31,183
Other receivables from related parties 50,287 54,012 60,697
Less: allowance for impairment (781) (781) -

Other receivables, net $__ 165951 ___ 96,627 ____ 91,028
Overdue receivables $ 34,422 34,422 34,422
Less: allowance for impairment (34.422) (34.422) (34.422)

Overdue receivables, net $ - - - =

(Continued)



8

TUNG HO STEEL ENTERPRISE CORPORATION AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

The Consolidated Company’s aging analysis for notes receivable, accounts receivable, and other
receivables that were past due but not impaired as follows *

Past due 0~60 days
Past due 61~90 days
Past due 91~120 days

March 31,
2016

December 31,

2015

March 31,
2015

$ -

The changes in the allowance for impairment with respect to notes receivable, accounts receivable,
other receivables, and overdue receivables during the years were as follows:

Balance at January 1, 2016
Loss on foreign exchange
Balance at March 31, 2016
Balance at January 1, 2015
Loss on foreign exchange
Balance at March 31, 2015

(7) Construction contracts

Individually Collectively
assessed assessed
impairment  impairment Total
b3 242,498 21,983 264,481
(31) - (31)
$__ 242467 ____ 21983 __ 264450
$ 226,885 21,983 248,628
(64) - (64)
$__ 226821 ____21.983 __ 248,804

1. Construction contract revenue of the Consolidated Company has been determined based on the
stage-of-completion method (i.e. the proportion that contract costs incurred for work performed to
date bear to the estimated total contract costs). Any expected excess of total contract costs over
total contract revenue for the contract is recognized as an expense immediately.

Accumulated costs incurred

Add: Accumulated profit (losses) recognized
arising from the construction

Accumulated costs and profit recognized

Less: Progress billings

Amount due from customers for contract work —
presented as an asset

Amount due to customers for contract work —
presented as a liability

March 31, December 31, March 31,
2016 2015 2015

$ 4,757,936 4,066,780 4,335,339
(91.702) (43,580) {96.141)

4,666,234 4,023,200 4,239,198
(3.985.359) (3.055.692) (3.399.704)

$__839223 __ 1,080,437 948261

b 158,348 112.929 108.767

(Continued)
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March 31, December 31, March 31,
2016 2015 2015

Advance received $__ 81275 999 59,772
Retention payable from construction contract $ 152,091 ___ 147,117 —150,954

2. The Consolidated Company is unable to estimate the costs of signed construction contract reliably;
however, it is probable that all the expenses incurred are recoverable. Hence, all contract costs
shall be recognized as expense in the period in which they are incurred, and the contract revenue is
recognized only to the extent of costs incurred that are expected to be recoverable. At the
completion date, if the total revenue exceeds the aggregate revenue recognized in previous years,
the differences should be recognized immediately as contract revenue. '

March 31, December 31, March 31,

2016 2015 2015
Accumulated costs incurred $ 1,612,310 1,423,402 795,884
Less: Progress billings (1.814.143) (1.654.571) (884.421)
Amount due from customers for contract work
— presented as an asset $__149.59%0 152,396 152,659
Amount due to customers for contract work —
presented as a liability $__351,423 383.565 241,196

3. Construction contracts cost were recognized as follows:

For the three-month periods

ended March 31,
2016 2015
Construction contracts cost h) 735,186 1,126,876

(8) Inventories

March 31, December 31, March 31,

2016 2015 . 2015
Finished goods (including cosigned goods) $ 1,287,576 1,287,657 1,774,555
Work in process 1,088,172 952,903 1,738,314
Raw materials (including consigned goods and in transit) 1,524,416 1,893,443 3,477,851
Supplies (including consigned goods and in transit) 973.478 992,505 1,018,647
Inventories, net $__4.873.642 5,126.508 8.009.367

(Continued)
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1. Cost of goods sold recognized by the Consolidated Company consisted of the following:

For the three-month periods

ended March 31,
2016 2015
Cost of goods sold $ 4,616,753 6,524,381
(Reversal) Loss on decline of inventory market price (9,890) 6,050
Unallocated fixed overheads 38,169 44,408
Gain on the sale of waste material (24.047) (44,536)

S __4.620985 ___ 6530303

During the three-month period ended March 31, 2016, the net realizable value of inventory had
increased due to fluctuations in the inventory market price, resulting in a reversal on the decline of
inventory market price and decreasing the cost of goods sold. During the three-month period ended
March 31, 20135, a loss on the decline of inventory market price occurred; such loss was recognized
in cost of goods sold.

2. Service costs recognized for providing services by the Consolidated Company were as following:

For the three-month periods

ended March 31,
2016 2015
Service costs ' $ 52338 22,657

(9) Noncurrent assets held for sale

On January 6, 2014, the Board of a subsidiary approved of the plan to sell part of its land and signed
the contract on January 9, 2014. Because the land is expected to be sold within one year from
December 31, 2014, it was reclassified as a noncurrent asset held for sale accordingly. The subsidiary
disposed of the asset in February, 2015, at $31,460 thousand, which amounted to $31,041 thousand
with related tax expenses of $419 thousand. The disposed asset had a carrying value of $20,640
thousand. And the subsidiary recognized a disposal gain of $10,401 thousand. As of March 31, 2015,
the Consolidated Company had received the full amount of the price.

(Continued)
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(10) Investments accounted for using equity method

1. The financial information in aggregate of the individually immaterial components of the

investments accounted for using the equity method was as follows:

March 31, December 31, March 31,

2016 2015 2015
Total carrying amount of equity of individually
insignificant associates $ 1,222,811 1,255,309 1,566,979
" For the three-month periods
ended March 31,
2016 2015
Attributable to the parent:
Net (loss) income from continuing operations $ (28.635) 17,141
Other comprehensive income (34 (953)
Total comprehensive income $ (28,669) 16,188

2. Collateral

None of the investments accounted for using equity method were pledged for collateral.

(11) Acquisition of subsidiaries and non-controlling interest

1.

Acquisition of subsidiaries

On the meeting of the Board on October 30, 2015, the Company decided to acquire 100% of the
equity of Fuco International Litd., as well as 100% (directly and indirectly) of the equity of Fuco
Steel Corporation, a Vietnamese company which manufactures billets.

Taking control of Fuco Steel Corporation will enable the Consolidated Company to access the
acquiree’s customer base. The acquisition is expected to provide the Consolidated Company with
an increased share of the market as well as a reduction of costs through economies of scale.

In the period from January 4 (the date of obtaining control) to March 31, 2016, Fuco International
Ltd. and Fuco Steel Corporation contributed a revenue of $532,018 thousand and a profit after tax
of $54,310 thousand to the Consolidated Company. If the acquisition had occurred on 1 January,
2016, the management estimates that the consolidated revenue would have been $6,029,433
thousand, and the consolidated profit after tax would have been $206,671 thousand. In
determining these amounts, the management assumed that if the acquisition had occurred on
January 1, 2016, the adjustment for provisional fair value would have been the same.

(Continued)
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The major classes of consideration, acquired assets, and assumed liabilities were as follows:
(a) Fair value of the considerations transferred

The following summarizes the major classes of consideration transferred:

Cash $ 1454909

The above consideration amounted to US$44,523 thousand, including US$8,370 thousand of
retention money recognized at $269,444 thousand under other payables.

(b) Net assets acquired at the acquisition date

The fair values of identifiable acquired assets, and assumed liabilities at the date of
acquisition are as follows:

Cash and cash equivalents $ 94,517
Account receivable 83,348
Other receivables 17,678
Inventories 339,128
Property, plant and equipment (Note 6(12)) 1,728,430
Intangible assets-- favorabie lease contracts 244,497
Prepayments 204,520
Other current assets 5,085
Accrued expenses (568,406)
Other payables (19,443)
Short- and long-term borrowing (635,329)
Other liabilities (39.116)
$ 1,454,909

The above assets and liabilities included the retention money recognized in other payables.
Therefore, fluctuations in foreign exchange rates would impact the above fair value.

2. The cost of acquisition

Legal fees and on-site examination expenses, amounting to $296 thousand and $12,359 thousand
for the three-month period ended March 31, 2016 and for the year ended December 31, 2015,
respectively, incurred as a result of the acquisition transaction were recognized as administrative
expenses in the statement of comprehensive income.

(Continued)
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(12) Property, plant and equipment

MMachinery Miscellaneous Construction in
Land Baildings equipment ___equipment Other assets progress Total
Cost or deemed cost:
Balance at January 1, 2016 5 2,739,876 7,058,457 22,411,222 307,644 453,322 407,990 33,378,511
Acquired from business combinations - 497,713 1,112,004 93,198 - 25,515 1,728,430
Additions - 1,744 39,957 7,426 272 36,063 85462
Reclassification out (Note 1) - - - - - 6,174) (6,174)
Reclassification in (Note 1) - 5,782 6,872 538 - - 13,147
Dispasals - - (178,395) (1,935) . - (180,330)
Effect of exchange rate and others - {46.483) (103.776) (8.769) - (2.343) (161,371}
Balance at March 31, 2016 5 2,739,976 7.517,213 23,287,839 398,102 453,594 461,051 34,857,675
Balance at January 1, 2013 5 2,698,365 6,892,053 21,979,801 284,059 309,792 467,319 32,721,479
Additions - 1,568 16,448 1,327 1,072 49,847 70,263
Reclassification out (Note 1) - - - - - (12,481) (12,481}
Reclassification in (Note 1) - - 202,158 623 - - 202,781
Disposals - - (1,625) a3 - - {1,638)
Effect of exchange rate and olhers - (1.433) {2,954 (141) - - (4.573)
Balance a1 March 31, 2015 $___ 2698365 _ . 6892180 _ 22,193,873 285,855 400,864 504,685 32,975,831
Depreciation and impairment loss:
Balance at January 1, 2016 S - 3,107,382 14,666,680 156,466 - - 17,930,528
Depreciation for the period - 47,850 260,277 9,369 - - 317,496
Disposals - - (140,336) (977) - - (141,313)
Effect of exchange rate and others - (509) {2.171) (237) - - (2.917)
Balance at March 31, 2016 s - 3,154,723 14,784,450 164,621 - - 18,103,794
Balance at January 1, 2015 5 - 2,953,162 13,718,431 133,180 - B 16,804,773
Depreciation for the period - 43,536 234,699 7,094 - - 285,239
Disposals - - (1,425) (n - - (1.436)
Effect of exchange rate and others - (340) (2.064) (67) - - {2.471)
Balance at March 31, 2015 s - 2,996,358 13,949,641 140,196 - - 17,086,195
Carrying amounts:
Balance at January 1, 2016 $ 2,739,876 3,951.075 7.744.542 151,178 453,322 407,990 15,447,983
Balance at March 31, 2016 $ 2,739 876 4,362,490 ____8,503,389 233,481 453,594 461,051 ___16,753.881
Balance at January 1, 2015 $ 2,698,365 3.938,891 8.261.460 150,879 399,792  _____467,319 _.__ 15916706
Balance at March 31, 2015 $___ 2.698365 ___ 3895831 __ 8244232 145,659 400,864 504,685 15,889,636

(Note 1) - Reclassification to expense, reclassification from advance payments for equipment, and completed construction contracts transferred
out

Because some of the Consolidated Company’s property, plant, and equipment and investment properties
are agricultural lands, transfer registration could not be undertaken using the Consolidated Company’s
own title; therefore, the Consolidated Company was registered as a trust registrant temporarily and
signed a real estate trust registration contract, which stipulated the rights and obligations of both parties
to preserve the ownership of the land. The Consolidated Company is applying successively for
registration of change in the category of land from relevant authorities. The amount of the
above-mentioned land was as follows:

March 31, December 31, March 31,

Accounts 2016 2015 2015
Property, plant, and equipment $ 453,594 453,222 400,864
Investment property 336.959 336.926 336,926
$ 790,553 790,281 737.790

{Continued)
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(13) Investment property

Land and
improvements  Buildings Total
Carrying amounts:
Balance at January 1, 2016 $ _1574033 ___ 90.89% _ 1,664,929
Balance at March 31, 2016 $_1,576,883 ____89,034 _ 1,665,917
Balance at January 1, 2015 $ _1.553.455 98,345 1,651,800
Balance at March 31, 2015 $_1553715 ___ 96482 _ 1,650,197

I. There were no significant additions, disposals, or impairment during the three-month periods
ended March 31, 2016 and 2015. Please refer to Note 12 for depreciation expense for the periods.
For other relevant information, please refer to Note 6(13) of the consolidated financial statement
for the year ended December 31, 2015.

2. There were no significant differences between the fair value of the Consolidated Company’s
investment property and the disclosed information in Note 6(13) of the consolidated financial
statements for the year ended December 31, 2015.

3. Investment properties include the investment in Kuo-Kong Section, Houlong town, Miaoli County,
and several construction sites and factories leased to others; the leased objects mentioned above are
the factory in Chienchen District of Kaohsiung, the factory in Bade City of Taoyuan, the building
in Taichung, and the office in Taipei.

4. The investment in Kuo-Kong Section, Houlong Town, and Miaoli County is in a general industrial
zone. The Consolidated Company has planned a wind power generation project and has established
wind generator sets currently to improve the efficiency of the use of the land. The Company has
successively invested costs into the land in an effort to make the industrial zone available for use.
As of March 31, 2016, and December 31 2015, and March 31, 2015, the book value for each
individual investment mentioned above amounted to $927,878 thousand, $927,587 thousand, and
$907,387 thousand, respectively. :

5. Please refer to Note 6(12) for relevant information on investment properties acquired under the
ownership of others.

(Continued)
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(14) Short-term borrowings

(a)The details of short-term borrowings were as follows:

March 31, December March 31,
2016 31,2015 2015

Letters of credits b 462,740 388,283 1,835,687
Unsecured bank loans 1.856,225 1,712,380 1.480.869
$__ 2318965 2,100,663 3,316,556

Unused short-term lines of eredit (including
short-term notes and bills payable) $__18.398.393 18,314,269 12,735,397
Interest rate range 0.32%~2.43% 0.05%~2.51% 0.47%-~2.26%

(b) Issuance and repayment of short-term borrowings

Balance as of January 1, 2016
Issuance during the three-month period ended March 31, 2016
(Maturity date: December 2016)

Repayment during the three-month period ended March 31, 2016
Effects of exchange rate
Balance as of March 31, 2016

Interest rate range of the issuance

Balance as of January 1, 2015

Issuance during the three-month period ended March 31, 2015
(Maturity date: December 2015)

Repayment during the three-month period ended March 31, 2015

Balance as of March 31, 2015

Interest rate range of the issuance

Total

$ 2,100,663
3,842,055

(3,567,889)

(55.864)
$____2.318,965
0.32%~2.50%

Total

$ 4,027,187
3,944,039

(4,654.670)

$___3.316,556
0,41 %~2.26%
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(15) Short-term notes and bills payable
(a)The details of short-term notes and bills payable were as follows:

March 31, December 31,  March 31,

2016 2015 2015
Commercial paper payable $  1,133215 1,292,634 640,000
Less: unamortized discount on bills payable (1.374) (1.429) (670)
$__ 1131841 _ 1,291205 ____639,330
Interest rate range 0.05%~1,90% 0.03%~2.14% 1.04%~2.14%

(b) Issuance and repayment of short-term notes and bills payable (excluding discounts}

Total
Balance as of January 1, 2016 $ 1,292,634
Issuance during the three-month period ended March 31, 2016 1,878,871
(Maturity date: September 2016)
Repayment during the three-month period ended March 31, 2016 (2,037,776)
Effects of exchange rate ‘ (514)
Balance as of March 31, 2016 S 1,133,215
Interest rate range of the issuance 0.05%~2,24%

Total
Balance as of January 1, 2015 $ 465,000
Issuance during the three-month period ended March 31, 2015 2,102,000
(Maturity date: June 2015)
Repayment during the three-month period ended March 31, 2015 (1,927.000)
Balance as of March 31, 2015 $ 640,000
Interest rate range of the issuance 1.04%~2.14%
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(16) Long-term loans

(a)The details of long-term loans payable were as follows:

March 31, December31, March3],
2016 2015 2015
Unsecured bank loans $ 2,200,000 2,200,000 2,450,000
Secured bank loans 66,408 347,569 430,570
Less: current portion {66.408) (88.489) (114,925)

Total
Unused long-term of credit
Interest rate range

(b) Issuance and repayment of long-term loans

Balance as of Januvary 1, 2016

Issuance during the three-month period ended March 31, 2016

(Maturity date: March 2017)

Repayment during the three-month period ended March 31, 2016

Effects of exchange rate
Balance as of March 31, 2016

Interest rate range of the issuance

Balance as of January 1, 2015

Issuance during the three-month period ended March 31, 2015
Repayment during the three-month period ended March 31, 2015

Balance as of March 31, 2015
Interest rate range of the issnance

(¢c)Collaterals for bank loans

Please refer to Note 8 for assets pledged by

$__2200,000 __ 2459.080 __2.765,645
$__2.850.000 __2.850.000 __ 2,400,000
0.90%~1.96% 0.93%~2.10% 1.02%~2.10%

Total

$ 2,547,569

609,474

(875,600)

(15.035)
§__2.266,408
0.90%~3.00%

Total

$ 3,398,610
500,000
(1.018.040)
$__2.880.570

=117

the Consolidated Company for its bank loans.
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(17) Bonds payable
1. Bonds payable as of March 31, 2016, December 31, 2015, and March 31, 2015, were as follows:

March 31, December March 31,
2016 31,2015 2015

Originally issued amount of unsecured domestic $ 2,500,000 2,500,000 2,500,000
convertible bonds

Accumulated redeemed and executed convertible (17,800) (17,800) -
bonds

Adjustments 10,467 - 40,254 (397,345)
Capital surplus — stock options (109,972) (109,972) (110,761)
Call option, put options, and conversion rights (54,608) (84,395) (47,500)
Accumulated interest expenses 105,520 97,847 475,753
Less: expected to be redeemed within one year (2.433.607) (2.425,934) (2.420.147)
Total $ - = -

There was no significant addition of issuance, repurchase, or repayment of any of the Consolidated
Company’s bonds for the three-month periods ended March 31, 2016 and 2015. For relevant
information about major terms of issuance and information on accumulating repurchase and
conversion of bonds, please see Note 6(17) of the consolidated financial statement for the year ended
December 31, 2015,

(18) Operating lease
There was no significant addition of operating lease for the three-month periods ended March 31,
2016 and 2015. For relevant information, please refer to Note 6(18) of the consolidated financial
statement for the year ended December 31, 2015.
(19) Employee benefits
1. Defined benefit plan
‘Subsequent to December 31, 2015, there was no apparent evidence of any material market
volatility, material curtailment, reimbursement and settlement, or other material one-time c¢vents.

Therefore, pension cost in the interim consolidated financial statements is measured and disclosed
according to the respective actuarial report for the years ended December 31, 2015 and 2014.

(Continued)
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The pension costs of the defined benefit plans recognized in profit or loss were as follows:

For the three-month periods

ended March 31,
2016 2015
Operating cost 5 7,724 8,065
Selling expenses ' 330 336
General and administrative expenses 1.530 1.502

$_. 9584 9903

2. Defined contribution plan
The pension costs that were contributed to Bureau of Labor Insurance were as follows:

For the three-month perieds

ended March 31,
2016 2015
Operating cost $ 8,108 7,359
Selling expenses expenses 493 426
General and administrative expenses 2,121 2,058
S 10,722 9.843

(20) Income Tax

Income tax expense for the year is best estimated by multiplying pretax income for the interim
reporting period by the effective annual tax rate as forecasted by the management.

1. The details of income tax expense were as follows:

For the three-month periods

ended March 31,
2016 2015
Income tax expense for the period
Incurred in the current period $ 34,419 67,265
Deferred tax income
The origination and reversal of temporary differences (1,162) (12,496)
Income tax expense from continuing operations $ 33,257 54,769

2. The Company’s income tax returns through 2013 have been examined by the R.O.C. tax authority.

(Continued)
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3. Information related to the unappropriated earnings and tax deduction ratio was summarized below:

March 31, December 31, March3li,

2016 2015 2015
Unappropriated earnings of 1997 and before $ 171,109 171,109 171,109
Unappropriated earnings of 1998 and after 3.428.988 3.216.644 3.656.380
$__3,600,007 _ 3,387,753 __3.827.489
Balance of deductible tax account $ 496,220 496,220 _ 585.883

The amounts of unappropriated earnings, including those listed in the comparative information, are
in accordance with the Guidelines and the IFRSs endorsed by the FSC.

2015 2014
(Expected) (Actual)

4, Tax deduction ratio for earnings distribution to R.O.C. residents 1543% ____ 18.12%

The aforementioned information of credit tax imputations was prepared in accordance with Ruling
No.10204562810 issued by the Ministry of Finance, R.O.C. on October 17, 2013.

(21) Stockholders’ equity
1. Stock capital

As of March 31, 2016, December 31, 2015, and March 31, 2015, the Company’s registered total
authorized capital amounted to $12,000,000 thousand, with a par value per share of $10 (dollars),
and total issued common stock amounted to 998,221 thousand shares, respectively. All issved
shares were paid up upon issuance.

On September 22, 1994, the Company issued 6,000 thousand Global Depositary Receipts (GDRs),
in the Muitilateral Trading Facility (MTF) market of the Luxembourg Stock Exchange (LSE).

(in shares) March 31, December31, March 31,
2016 2015 2015

Total issued shares _ 68610809 _ 68,610,809 _ 68,610,809

Number of shares outstanding 7,778,128 7,778,128 7,349,118

(Continued)
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2. Capital surplus
The balances of additional paid-in capital were as follows:

March 31, December31, March 31,

2016 2015 2015

Issuance of capital $ 2,289,734 2,289,734 2,289,734
Conversion of bonds 3,761,336 3,761,336 3,761,336
Treasury stock transactions 59,036 59,036 59,036
Changes in equity of associates accounted for using

equity method 20,236 T 360 360
Stock options 109,972 109,972 110,761
Others 5.555 5.555 4.766

$_06245860 _ 6223993 _ 6.225.993

In accordance with the R.0.C. Company Act amended in January 2012, realized capital reserves
can only be reclassified as share capital or distributed as cash dividends after offsetting losses. The
aforementioned capital reserves include share premiums and donation gains. In accordance with
the Securities Offering and Issnance Guidelines, the amount of capital reserves to be reclassified
under share capital shall not exceed 10 percent of the actual share capital amount.

3. Retained earnings

Based on the Company’s articles of incorporation, the Company’s annual earnings after providing
for income tax, covering accumulated deficits, and setting aside 10% as a legal reserve, are to be
appropriated and distributed as follows:

@ 3% as remuneration to directors and supervisors
@ 3% as bonus to employees

The appropriation of the remainder, along with previously undistributed earnings, is to be
proposed by the board of directors, and resolved at the shareholders’ meeting.

The business life cycle of the Company is at a stable and mature stage. Therefore, the dividend
plan is that the percentages of cash dividends and stock dividends shall not be less than 80% and
more than 20%, respectively, of the total distribution.

According to the Company Act which was amended in May 2015, employee bonuses, and
directors’ and supervisors’ remuneration are no longer subject to earnings distribution, and the
Company’s revised articles were approved by the board of directors on November 13, 2015,
which are yet to be resolved at the shareholders’ meeting. The revision was that the Company’s
annual earnings after providing for income tax are to be appropriated and distributed as follow:

(Continued)
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®

@

10% of the annual net income after offsetting prior years’ deficits is to be set aside as a legal
reserve.

The remaining balance, if any, is to be appropriated as special reserve or retained as
unappropriated earnings for business purposes if necessary.

The remainder, after retaining a certain portion for business considerations is to be distributed
as common stockholders® dividends. The appropriation of the Company’s net income may be
distributed by way of cash dividend and/or stock dividend. The business life cycle of the
Company is at a stable and mature stage, therefore, the dividend plan, which is the percentage
of cash dividends and stock dividends shall not be less than 80% and more than 20%,
respectively, of the total distribution.

(a) Legal reserve

(b)

In accordance with the Company Act amended in January 2012, 10 percent of net income after
tax should be set aside as legal reserve, until the legal reserve is equal to authorized capital. If
the Company experienced profit for the year, the distribution of the statutory earnings reserve,
either by new shares or by cash, shall be decided at the shareholders meeting, and the
distribution amount is limited to the portion of legal reserve which exceeds 25 percent of the
paid-in capital.

Special reserve

By choosing to apply exemptions granted under IFRSs 1 “First-time Adoption of IFRSs”
during the Company’s first-time adoption of the IFRSs as approved by the FSC, unrealized
revaluation gains recognized under shareholders’ equity and cumulative translation
adjustments (gains) shall be reclassified as investment property at the adoption date.
According to regulations, retained earnings would be increased by $333,057 thousand, by
recognizing the fair value on the adoption date as deemed cost. The increase in retained
carnings occurring before the adoption date due to the first-time adoption of the IFRSs
amounted to $149,309 thousand. In accordance with Ruling No. 1010012865 issued by the
FSC on April 6, 2012, an increase in retained earnings due to the first-time adoption of the
IFRSs shall be reclassified as a special earnings reserve during earnings distribution, and when
the relevant asset were used, disposed of, reclassified, this special earnings reserve shall be
reversed as distributable earnings proportionately.

The carrying amount of special earnings reserve amounted to $149,309 thousand as of March
31, 2016, December 31, 2015, and March 31, 2015.

In accordance with the guidelines of the above Ruling, a portion of current-period earnings
and undistributed prior-period earnings shall be reclassified as a special earnings reserve
during earnings distribution. The amount to be reclassified should be equal to the difference
between the total net current-period reduction of special earnings reserve resulting from the
first-time adoption of IFRSs and the carrying amount of other shareholders’ equity as stated
above. Similarly, a portion of undistributed prior-period earnings shall be reclassified as a

(Continued)
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(c)

special earnings reserve (which does not qualify for carnings distribution) to account for
cumulative changes to other sharcholders’ equity pertaining to prior periods due to the
first-time adoption of [FRSs. Amounts of subsequent reversals pertaining to the net reduction
of other shareholders’ equity shall qualify for additional distributions.

Earnings distribution

For the three-month period ended March 31, 2015, the employee benefits and directors’ and
supervisors’ remuneration, estimated based on the Company Act before the amendment in
May, 2015, amounted to $10,859 thousand and $10,859 thousand, respectively. The
aforementioned amounts were calculated based on the Company’s net profit of the period and
the earnings allocation method as stated under the Company’s articles of association and
recognized as operating cost or expense for the period. If there are any changes in the amount
in the following year after the financial statements are approved, such difference is recognized
as profit or loss in the following year.

Based on the Company’s articles and its earnings before income tax for the year ended
December 31, 2014, the estimated expenses of earnings distribution recognized under
operating costs or operating expenses were as follows:

2014
Employee bonus $ 32,738
Directors’ and supervisors’ remuneration 32,738
Total $ 65,476

The appropriations of earnings of 2015 were approved at the board of directors® meeting on
March 28, 2016. The appropriations of earnings of 2014 were approved in the stockholders’
meeting on June 25, 2015. The amounts of appropriation of dividends per share were as
follows:

2015 2014

Distribution per share (dollars):
Cash dividends $ 110 —_— 1.30

(Continued)
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The abovementioned distribution approved by the shareholders' meeting is consistent with that
approved by the board of directors. Additionally, the amounts distributed as employee bonuses
and directors' and supervisors' remuneration were the same as the estimates disclosed on the
financial statements. Relative information can be found through the Market Observation Post
System website.

4. Other equity interest (net of taxes)

Foreign
exchange Unrealized
differences  gain (loss) of
arising from  available-for

foreign -sale financial  Cash flow
operation assets hedge Total
Balance at 1 January, 2016 $ 160,476 20,168 (17,385) 160,468
Foreign exchange differences (net of taxes)
The Consolidated Company (158,160) - - (158,160)
Effective portion of cash flow hedge (net of taxes)
The Consolidated Company - - - -
Unrealized gains and losses from available-for-sale investment:
The Consolidated Company - 276,868 - 276,868
Associates - {34) - 34
Balance at 31 March, 2016 $ 2,316 207,002 _(17.358) __281.933
Balance at 1 January, 2015 3 173,123 (4,696) (5,698) 162,729
Foreign exchange differences (net of taxes)
The Consolidated Company (16,629} - - (16,629)
Effective portion of cash flow hedge (net of taxes)
The Consolidated Company - - (14,272) {14,272}
Unrealized gains and losses from available-for-sale investment:
The Consolidated Company - 111,084 - 111,084
Associates - {953) - (953)
Balance at 31 March, 2015 % 156,494 ___ 105435 (19,970 __241.959
(22) Earnings per share
For the three-month periods
ended March 31,
2016 2015
Basic earnings per share (dollars) b 0.21 0.40
Profit attributable to common shareholders of the Company (basic) $ . 212344 . 462171
Weighted-average number of common shares (basic) (in thousands) 998,221 998.221
Diluted earnings per share (dollars}) 017 0.38
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For the three-month periods

ended March 31,
2016 2015
Profit attributable to the Company $ 212,344 402,171
Effect of potentially dilutive common shares:

Convertible bonds (22.114) 15,228
Profit atiributable to common shareholders of the Company (diluted) $ 190,230 417,399
Weighted-average number of common shares (dilutive) (in thousands) 098,221 998,221

Effect of potentially dilutive common shares:

Effect of employee stock bomus 2,384 1,946

Effect of conversion of convertible bonds 98,500 93.528
Weighted-average number of common shares (dilutive) (in thousands)

(after adjustments of the effect of potentially dilutive common shares) 1,099,105 1,093,695
(23) Operating revenue

The details of revenue were as follows:

For the three-month periods

ended March 31,
2016 2015
Sale of goods $ 5,104,315 7,306,118
Service revenues 19,229 21,881
Construction contract revenue 905.889 1,106,706
$ 6,029,433 8,434,705

(24) Remuneration employees, directors and supervisors

According to the Company’s articles approved by the board of directors and yet to be resolved at the
stockholders’ meeting, not less than 2.5% and not more than 2% of the profit, if any, should be
appropriated as employee bonuses, and remuneration to directors and supervisors, respectively.
However, the accumulated deficits should be covered first. Persons eligible for such employee
bonuses include employees of subsidiaries who meet certain criteria.
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For the three-month period ended March 31, 2016, the employee benefits and directors’ and
supervisors’ remuneration were calculated based on the Company’s profit before income tax
excluding the employee benefits and directors’ and supervisors’ remuneration of the period and the
earnings allocation method as stated under the Company’s articles of association and recognized as
operating cost or expense for the period. If there are any changes in the amount in the following year
after the financial statements are approved, such difference is recognized as profit or loss in the
following year. Details of the abovementioned expenses were as follows:

For the three-month
period ended

March 31,2016
Employee bonus $ 6,405
Directors” and supervisors’ remuneration 5.124
$ 11,529

For the year ended December 31, 2105, the estimated employee bonuses, and remuneration to
directors and supervisors amounted to $37,578 thousand and $30,063 thousand. Related information
can be found through the Market Observation Post System website. When actual distribution differs
from the estimate, such difference is accounted for as changes in accounting estimates and recognized
in profit or loss for the year ended December 31, 2016.

(25) Non-operating income and expense
1. Other income

The details of other income were as follows:

For the three-month periods

ended March 31,
2016 2015
Interest income $ 7,306 6,571
Rental income 10,989 10,911
$ 18.295 17,482
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2. Other gains and losses
The details of other gains and losses were as follows:

For the three-month periods

ended March 31,
2016 2015

Foreign exchange (loss) gain $ (18,158) 28,693
Net gain on disposal of property, plant, and equipment and

noncurrent assets held for sale 11,659 10,199
Net gain (loss) on financial assets/liabilities at fair value 33,368 (18,139)

through profit or loss
Others (17.871) 29,742

$ 8,998 50,495

. Financial cosis

(8]

The details of financial cost were as follows:

For the three-month periods

ended March 31
2016 2015
Interest expense
Bank borrowings $ 23,718 23,512
Amortized interest of domestic corporate bond 7,673 7,728
Less: capitalized interest (4319 (3.761)

S 27072 27479

(26) Reclassification of the components of other comprehensive income
The details of reclassification of the composites of comprehensive income were as follows:

For the three-month periods

ended March 31
2016 2015
Available-for-sale financial assets
Net change in fair value in the current period $ 276.868 111,084
Net change in fair value recognized in other comprehensive
income 3 276,868 111.084
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(27) Financial instruments

Except for the following, there were no significant changes in the fair value of the Consolidated
Company’s financial instruments and the exposure to credit risks, liquidity risks, and market risks.
Please refer to Note 6(28) of the consolidated financial statement for the year ended December 31,

2015.

1. Credit risk.

Credit risk, which is mainly generated from operating activities, is the risk that counterparties
default. The Consolidated Company only deals with counterparties that are reputable. Therefore, it
is not expected to generate any material credit risk. Moreover, the Consolidated Company has
numerous clients and does not make any concentrative transactions with any single client.

Therefore, there is no concentration of credit risk for account receivables.

The Consolidated Company does not expect the timing of the predicted cash flow to become
significantly earlier or changes in amount of the cash flows.

2. Exchange rate risk

(a) Exposure to exchange rate risk

The Consolidated Company’s financial assets and liabilities exposed to exchange rate risk

were as follows:

Financial assets
Monetary items
uUsD
EUR
JPY
CNY

Financial

liabilities
Monetary items
uUsD
EUR
IPY

March 31,2016 December 31, 2015 March 31, 2015
Exchange Exchange Exchange
rate Foreign rate Foreign rafe

Currency (dollars} TWD Currency (dollars) TWD  Currency (dollars) TWD
32,19 1,224282 40685 32.83 334,129 6,841 31.30 214,123
36.51 97,153 3,004 35.88 77 2 33.65 67
0.2863 48 167  0.2727 46 167  0.2604 43
4,972 60,440 14,040 4,995 70,130 23,824 5.044 120,168
3219 1,721,521 18,332 32.83 601,840 61,928 31.30 1,938,346
36.51 33,224 967 35.88 34,696 1,445 33.65 48,624
0.2863 10,761 40,751 02727 11,113 269,728  0.2604 70,237

Because there are a variety of functional currencies, the Consolidated Company disclosed a
summary of its information on exchange gain or loss. The realized and unrealized exchange
(loss) gain amounted to $(18,182} thousand and $28,693 thousand for the three-month period
ended March 31, 2016 and 2015, respectively.
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(b) Sensitivity analysis

©

The Consolidated Company’s exposure to exchange rate risk mainly arises from the foreign
currency exchange fluctuations on cash and cash equivaients, accounts receivable, loans and
borrowings, which were denominated in different foreign currencies. The overall effects on
net income before tax for the three-month periods ended March 31, 2016 and 2015, assuming
the TWD depreciated by 1% against the USD, EUR, JPY, and CNY as of March 31, 2016 and
2015, were as follows:

Effect of appreciationon  Effect of depreciation

net income after tax on net income after tax

March 31, 2016
USD (appreciation/depreciation of 1%) 5 (4,315) 4,515
JPY (appreciation/depreciation of 1%) (93) 93
EUR (appreciation/depreciation of 1%) 554 (554)
CNY (appreciation/depreciation of 1%) 524 (524)

s (3.330) 3,330
March 31, 2015
USD (appreciation/depreciation of 1%) 3 (14,916) 14,916
JPY (appreciation/depreciation of 1%) (420) 420
EUR (appreciation/depreciation of 1%) (608) 608
CNY (appreciation/depreciation of 1%) 1,039 (1.039)

§ (14909 — 14905
Interest rate analysis

The Consolidated Company’s financial assets and liabilities exposed to interest rate risk are
described in liquidity analysis within this Note.

The following sensitivity analysis is based on the risk exposure to interest rates of the
derivative and non- derivative financial instruments on the reporting date. For variable rate
instroments, the sensitivity analysis assumes the liabilities bearing variable interest rates are
outstanding for the whole year. A 1% increase or decrease in interest rate is assessed by
management to be a reasonably possible change in interest rate.

If the interest rate increases by 1%, the Company’s net income will decrease by $45,854

thousand and $61,971 thousand for the three-month periods ended March 31, 2016 and 2015
respectively, assuming all other variable factors remain constant.
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(d) Sensitivity analysis -- equity price risk

The impact of hypothetical changes in prices of equity securities on other comprehensive
income on the reporting date was as follows:

For the three-month periods ended

March 31,
2016 2015
Other Other
comprehensive comprehensive
Security price on reporting date income (after tax) income (after tax)
Increase 1% $ 7,906 5,89
Decrease 1% $ (7,906) (5,891)

3. Information on fair value
(1) Types and fair value of financial instruments

The Consolidated Company’s financial assets and liabilities are listed as follows: (including (1)
the information on the levels in fair value hierarchy, wherein, disclosures are not required for
financial instruments not measured at fair value with a carrying value approximating its fair
value; and (2) those equity investments in which the fair value cannot be reliably measured and
without any quoted price in the open market)

March 31, 2016
Carrying Fair value
value Level 1 Level 2 Level 3 Total
Financial assets at fair value through profit or loss
Financial assets held for trading — publicly listed
stocks 3 194.897 194,897 - - 194,897
Financial assets carried at cost
Unlisted domestic/foreign common shares 335,259 - - - -
Available-for-sale financial assets
Stocks listed on emerging market b 790,601 790,601 - - 790,601
Financial bonds 186,254 100,717 104,778 - 205,495
Subtotal 976,855 891,318 104,778 - 996,096
Loans and receivables
Cash and cash equivalents $ 3,488213 - - - -
Notes and accounts receivable 3,534,064 - - - -
Other receivables 123,510 - - - -
Other refundable deposits and pledged deposits 106,659 - - - -
Subtotal 7.252.446 - - - -
Total $..8,759457 1,086,715 _104.778 ___ - 1,190,993
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March 31, 2016
Carrying Fair value
value Level 1 Level 2 Level 3 Total
Financial liabilities at fair value through profit or
loss
Redemption options on convertible bonds 3 54,608 - 54,608 - 54,608
Financial liabilities held for trading — forward
foreign exchange contracts 14,389 - 14.389 - 14,389
Subtotal 68.997 - 68,997 - 68.997
Financial liabilities measured at amortized cost
Short-term borrowings 2,318,965 - - - -
Long-term loans (including current portion) 2,266,408 - - - -
Bonds payable (including current portion) 2,433,607 - 2,453,750 - 2,431,750
Short-term notes and bills payable 1,131,841 - - - -
Notes and accounts payable 1,365,461 - - - -
Other payables 1,523,223 - - - -
Guarantee deposits 12,871 - - - -
Subtotal 11.052.376 - 2.453,750 - 2.431.750
Total $_11.121.373 - 2,522,747 - 2,522,747
December 31, 2015
Carrying Fair value
value Level 1 Level 2 Level 3 Total
Financial assets at fair value through profit or loss
Derivative financial assets — forward foreign
exchange contracts 3 10,081 - 10,081 - 10,081
Non-derivative financial asset held for trading - 183,789 183.789 - - 183.789
publicly listed stocks
Subtotal 193,870 183.789 10,081 - 193,870
Financial assets carried at cost
Unlisted domestic/foreign stocks 320,848 - - - -
Available-for-sale financial assets
Stocks listed on emerging markets $ 513,865 513,865 - - 513,865
Financial bonds 186,121 101.075 104.287 - 205,362
Subtotal 699,986 614.940 104.287 - 719,227
Loans and receivables
Cash and cash equivalents $ 3,993,884 - - - -
Notes and accounts receivable 3,943,983 - - - -
QOther receivables 96,627 - - - -
Refundable deposits and pledged deposits 310,619 - - - -
Subtotal 8,345,113 - - - -
Total $_9.559.817 798,729 114,368 - —913.097
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December 31, 2015
Carrying Fair value
value Level 2 Level 2 Level 2 Level 2
Financial labilities at fair vaiue through profit or
loss
Redemption options on convertible bonds $ 84.395 - 84.395 84,395
Financial liabilities measured at amortized cost
Shori-term borrowings 2,100,663 - - -
Bonds payable (including current portion) 2,547,569 - - -
Long-term loans (including current portion) 2,425,934 - 2,447,449 2,447,449
Shori-term bills payable 1,291,205 - - -
Notes and accounts payable 1,353,131 - - -
Other payables 1,463,321 - - -
Guarantee deposits 17.452 - - -
Subtotal 11.199.275 - 2.447.449 2.447.449
Total $_11,283,670 - 2,531,844 2.531.844
March 31, 2015
Carrying Fair value
value Level 1 Level 2 Level 3 Total
Financial assets at fair value through profit or loss
Derivative financial instroment— forward foreign $ 67,634 - 67,634 - 67,634
exchange contracts
Financial assets held for trading —publicly listed
stocks 192,426 192.426 - - 192,426
Subtotal 260,060 192.426 67.634 - 260,060
Financial assets carried at cost
Unlisted domestic/foreign commeon shares 342.885 - - - -
Available-for-sale financial assets
Stocks listed on emerging market 5 589,114 589,114 - - 589,114
Financial bonds 394.369 305.175 180.435 - 413,610
Subtotal 083.483 894,289 180,435 - 1.002.724
Loans and receivables
Cash and cash equivalents 1,644,233 - - - -
Notes and accounts receivable 4,095,643 - - - -
Other receivables 91,028 - - - -
Other refundable deposits and pledged deposits 287,040 - - - -
Subtotal 6.117.944 - - - -
Total S 7704372 1086715 _176,069 - 1262784
Financial liabilities at fair value through profit or
loss
Redemption options on convertible bonds b 47,500 - 47,500 - 47,500
Financial liabilities held for trading — forward
foreign exchange contracts 248 - 248 - 248
Subtotal 47,748 - 47,748 - 47,748
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March 31, 2015
Carrying Fair value
value Level 1 Level 2 Level 3 Total
Derivative financial liabilities used for hedging
Forward foreign exchange contracts $ 19.970 - 19.970 - 19.970
Financial liabilities measured at amortized cost
Short-term borrowings 3,316,556 - - - -
Long-term loans (including current portion) 2,880,570 - - - -
Bonds payable (including current portion) 2,420,147 - 2,431,500 - 2,431,500
Short-term notes and bills payable 639,330 - - - -
Notes and accounts payable 1,602,584 - - - -
Other payables 1,470,609 - - - -
Guarantee deposits 12.871 - - - -
Subtotal 12,343,738 - 2.431.500 - 2,431,500
Total $_12.411.456 - 2,499,218 - 2,499.218

(2) Technique for fair value evaluation of financial instruments not measured at fair value

The Consolidated Company’s assumption and technique used to evaluate its financial
instruments not measured at fair value are as follows:

A. Financial assets held to maturity

If a quoted price is available on an active market, the market price should be used as the
fair value; if there is no market price available for reference, the evaluation method should
be used to estimate the fair value or the quoted price given by the counterparties of which
the Company has business transaction with.

B. Debt investments with no active market and financial liabilities measured at amortized cost

If the information on the quoted price of the market the deals and market manipulation is

_ available, the latest price of the transaction and quotation information should be used as the
basis for evaluating its fair value. If no market information is available for reference, the
evaluation method should be adopted. Estimates and assumptions of the evaluation method
should be used to assess the fair value of the discounted cash flows.

(3) Technique for fair value evaluation of financial instruments measured at fair value
A. Non-derivative financial instrument
If a quoted price is available on an active market, the market price shouid be used as the
fair value; the market price published by the primary stock exchanges and the security

exchange center of the central government qualify as the basis of fair value evaluation for
listed equity instruments and debt instruments with an active market.
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If an open quoted price can be timely and frequently obtained from exchanges, brokers,
underwriters, industry associations, pricing service institutions, or authorities, and if such
price can represent the actual and frequent transaction price on the fair market, then a
quoted price is considered as the active market price. If the above conditions are not met,
then the market is deemed as inactive. Generally, a great difference and an increasing gap
between the buying and selling price, as well as having a small transaction volume are
indicators of an inactive market.

Fair value of the Consolidated Company’s financial instruaments that have an active market
is dispiayed by category and attributed as follows:

Listed stocks are financial assets and liabilities with standard transaction terms and
conditions, and are traded on an active market. The fair value of such items is determined
in reference to the quoted market price.

Except for the above-mentioned financial instruments with an active market price, the fair
value of other financial instruments is measured using the valuation techniques. The fair
value obtained through valuation techniques can be used as a reference to the current fair
value, discounted cash flow, or other valuation techniques for other financial instruments
with substantially similar properties and conditions. Fair value calculated using the
valuation models and the available market information on the balance sheet date are also
accepted by the market.

B. Derivative financial instruments
Such items are valued using the valuation models which are widely accepted by the market.
Foreign forward exchange contracts normally are valued using the current forward
exchange rates. Interest rate structured financial instruments are valued using the option

pricing models or other valuation methods.

There were no transfers among the fair value hierarchy levels for the three-month periods
ended March 31, 2016 and 2015.

(28) Financial risk management

The policies and the objectives of the financial risk management are consistent with those disclosed in
Note 6(29) of the consolidated financial statement for the year ended December 31, 2015.

(29) Capital management
The objectives, policies, and procedures are the same as those stated in the consolidated financial
statement for the year ended December 31, 2015. There was no material change on quantitative data

of the capital management. For relevant information, please refer to Note 6(30) of the consolidated
statement for the year ended December 31, 2015.
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(30) The investing and financing activities of noncash transactions

Cash flow of noncash investing and financing transactions for the three-month periods ended March
31, 2016 and 2015, were as follows:

For the three-month

periods ended March 31,
2016 2015

Reclassification of prepayment of land and supplies to property, plant, and

equipment $___ 7365 ___ 190291
Changes in unrealized gain (loss) on financial instruments S 276,868 111,084
Changes in unrealized gain or loss on financial instruments accounted for

using equity method $ {34) {953)
Increase in cumulative transiation adjustment $ (158,160 ___ (16.629)
Increase in property, plant, and equipment $ 85,462 70,263
Add: other payables—construction and equipment, January 1 25,139 15,297
Less: other payables—construction and equipment, March 31 (36.015) (7.255)
Cash paid 3 74,586 78,305

7. Related-party Transactions
(1) Parent company and ultimate controlling party
The Company is the ultimate controlling party of the Consolidated Company and its subsidiaries.
(2) Significant related-party transactions
(a) Sales to related parties
Significant sales to related parties and the balance of accounts receivable were as follows:

Operating revenue Accounts Receivable

For the three-month
periods ended March 31, March 31, December31, March 31,
2016 2015 2016 2015 2015

Associates $ 7.837 4,954 5,468 3,966 4,339

The selling price and payment terms for sales to subsidiaries depend on the operations and
capital needs of each subsidiary. Other trading terms with related parties are not significantly
different from those with third-party customers.
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(b) Purchase from related parties

(c)

Purchases Accounts payable
For the three-month periods
ended March 31, March 31, December31, March 31,
2016 2015 2016 2015 2015
Associates $____ 6,065 - 3,464 04 -

The purchase price and payment terms for sales from related parties are not significantly
different from those with third-party customers.

Borrowings from related parties

Other payables
March 31, December 31, March 31,
2016 2015 2015
Other related parties $ - 100,000 100,000

Interest expense and other interest payable by financing from the related parties were as follows:

Interest expense
For the three-month periods

ended March 31,
2016 2015
Other related parties $ 451 481
Interest payable

(recognized as other payables)

March 31, December 31, March 31,
2016 2015 2015

Other related parties S - 170 166
Interest rate - 1.70% 1.95%
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(d) Financing to related parties

(¢)

Financing transactions with related parties were as follows:

March 31, December 31, March 31,
2016 2015 2015

Associates $__49573 ___ 52,528 ___ 59.470
(USD 1,540) (USD 1,600) (USD 1,900)

The Consolidated Company’s financing to its related parties is without security collaterals. Such
loans, after evaluation, do not require provisions for bad debt.

Interest income and other interest receivable incurred by the above financing were as follows:

Interest income
For the three-month periods
ended March 31,
2016 2015
Other related parties $ 343 522

Interest receivable
(recognized as other payables)

March 31, December 31, March 31,

2016 2015 2015
Other related parties $ 334 1,347 852
Interest rate 3.00%~3.50% 3.00%~3.50% 3.50%

Disposal of property, plant, and equipment

In February 2015, a subsidiary sold its noncurrent asset held for sale to an associate at $31,041
thousand. The carrying value of the disposed asset was $20,640 thousand. And the subsidiary
recognized a disposal gain of $10,401 thousand. Please refer to Note 6(9) for related
information.
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(f) Endorsement / Guarantee provided
The details regarding balances of financing endorsement were as follows:

Expressed in thousands of USD

March 31, 2016
Highest balance for current period Ending amount (Note) Actual amount provided
Associates USD $6,432 USD 6,432 USD 6,211
December 31, 2015
Highest balance for current period  Ending amount (Note) Actual amount provided
Associates USD $7,340 USD 6,432 USD 5,803
March 31, 2015
Highest balance for current period  Ending amount (Note) Actual amount provided
Associates USD $7,340 USD 7,266 USD 5,989

Note: The credit limit is agreed by the board of directors.

(g) Others

Rental income QOther revenue Other expenses
For the three-month For the three-month For the three-month
periods ended March 31,  periods ended March 31, periods ended March 31,
2016 2015 2016 2015 2016 2015
Associates $ 815 915 - 103 10,405 9,997
Other related parties 23 23 210 210 - 12
$ 838 938 210 313 10405 _ 10,000
Notes receivable Notes payable
March 31, December31, March 31, March 31, December3l, March 31,
2016 2015 2015 2016 2015 2015
Associates $ - - - 2,984 3,478 -
Other related parties 22] 221 221 - 635 1,181
' $ 221 221 221 2,984 4,113 1,181
Other receivables Other payables
March 31, December31, March31, March3l, December31l, March 31,
2016 2015 2015 2016 2015 2015
Associates $ 380 137 375 5,462 8,635 3.706
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Deposits received

March 31, December 31, March 31,
2015 2015 2015
Associates $ 304 304 304

(3) Compensation of key management personnel

Compensation of key management personnel consists of :

Short-term employee benefits
Post-employment benefits

For the three-month periods ended

March 31,
2016 2015
$ 12,089 28,385
384 471

$ 12473 ____ 28856

In the three-month periods ended March 31, 2016 and 2015, the Consolidated Company offered cars
that cost $14,744 thousand and 9,381 thousand, respectively, for the key management personnel of the

entity.

8. Pledged assets

The details of the Consolidated Company’s pledged assets were as follows:

March 31, December 31, March 31,
Pledged assets Pledged to secure 2016 2015 2015
Other current and noncurrent assets  Guarantee for bank loans and $ 24770 26,736 4,568
performance
Refundable deposits Performance guarantee and 2,900 202,900 213,000
civil ruling
Land use right (listed as other Guarantee for bank loans 8,148 8,262 8,491
noncurrent assets)
Property, plant, and equipment Guarantee for bank loans 803,621 816,094 853,246
Prepayment for equipment Guarantee for bank loans 523,796 523.796 523,796
$ _1.363.235 __1.577.788  _1.603,101
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9. Significant Commitments and Contingencies
(1) The contingencies of the company were as follows:

1. The above-mentioned guarantees were mainly for securing loans. These guarantees gave rise to
potential off-balance-sheet credit risk, which represents the risk of loss incurred by the default of
counterparties or by the devaluation of collateral provided by the counterparties. The Company
did not ask counterparties for collateral as secure guarantees. The amounts of the Consolidated
Company’s guarantees were as following:

March 31, December 31, March 31,
2016 2015 2015

Guarantees securities amounts $__207.047 211,163 227.414

2. Guaranteed notes issued by the Consolidated Company were as follows:

March 31, December 31, March 31,

Nature 2015 2015 2015
Bank credit fimit $ 6,312,223 4,535,962 4,366,961
Leases 400 200 400
Guaranteed payment for purchases of raw materials 53,750 53,560 51.460

$.6,366.373 _ 4,589,722 _4,418.821
3. Outstanding letters of credit for the importation of raw materials *

March 31, December 31, March 31,
2016 2015 2015

Unused outstanding letters of credit $ 1,670,770 1,101,321 _2,393,597

(2) Contingencies

Because Hosing Tai Co., Ltd. buried a large guantity of cinders in the government-owned land
without permission, therefore, the Northern Region Water Resources Office (NRWRO), Water
Resources Agency, under the Ministry of Economic Affairs, filed a lawsuit to the Taoyuan District
Court against the Company, claiming liable responsibility of the Company for a compensation of
$211,764 thousand for the damage. On October 26, 2015, the Supreme Court finalized the lawsuit.
The Company held no further contingencies.

10. Significant Disaster Loss: None

{Continued)
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11. Subsequent Event:

On May 9, 2016, the board of directors of the Company resorlved to participate in the cash capital increase
of its subsidiary, Tung Kang Steel Structure Corp., with a maximum amount of $700,000 thousand for
70,000 thousand shares.

12. Others

The Consolidated Company’s personnel, depreciation, and amortization expenses, categorized by function,
were as follows:

For the three-month periods ended March 31,
2016 2015
Operating | Operating Total Operating | Operafing Total
costs expenses costs expenses
Employee benefit

Salaries 282,298 125,624 407,922 271,679 116,296 387,975
Labor and health insurance 26,563 10,116 36,679 25,355 9,268 34,623
Pension 15,832 4,474 20,306 15,424 4,322 19,746
Others 11,332 1,531 12,863 7,115 12,743 19,858
Depreciation 208,454 20,904 319,358 256,143 31,048 287,191
Amortization 6,979 1,553 8,532 3,691 3,273 6,964

13. Other Disclosures
(1) Information on material transaction items

The followings are the information on significant transactions required by the Guidelines for the
Consolidated Company:

1. Fund financing to other parties:
Expressed in thousands of TWD/USD

Ihighest — )
balance of Actual | Rangeof P"T:‘s:s o | fransaction Collateral Individual Mazinum
N Namec of Name ol Account Refated financing to Ending WIARe interest financing. amuu.m for | Reasons for Allowance | Namg | Name | fonding foan | limitation on
o Lenders Borrowers name partics ather Balance amaunt rates for the business 3 short-term for bai debt
partics during the |during the borrowery | DEtREED financing fimits fund financing
during the period period (Note ) two parties
perisd
U [Temg¥aan o Oue B O e ves | 5249 [ swesm | swem [0 N Operating N ) ) 5103748 | s207497
Corp.(Note 1) §Stock Company | lated parties {USD31,940) | {USD1.540) | (USD1,540) capital (USD3.223) {USD6.H46)

Note 1: Financing to an individual party should not exceed 10% of the net equity on its latest financial statements. The maximum amount allowed for financing should not exceed

20% of the net equity on its Jatest financial statements.
Note 2: Reasons for sort-term financing were as follows:
(1}  Those with business please filtin I.
(2)  Those necessary for short-term fund financing please fill in 2.
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2. Guarantees and endorsements for other parties:
Expressed in thousands of TWD/USD

Limitadi Ratio of Endorsements/ Parent
Counterparty of mi "’? Hihest bal Bak ¢ accumulated | guaranices Compan Substdiary
guarantee amount o ','g lest balance Ance o Endorsement| amounts of fo the third Maximum od p[_:ﬁ’; endorses/
Endorsemenl and endorsement guarar:lteﬁ or gua;anlee gunra:!eﬁ A L of and guarznteesand|  parties amounts for E::;mees guarantees (o
No.| guaraniee 4 an 15| end an is e du:‘si is :nolun o guarantee [endorsements to; on behallof | guarantees and g1:o third hird parties
provider TRetationsnip t}n OI‘SCITNEF e!:i el:semﬂe]n n me:ct; cal UsABe | cocured by | met worth on |the Companies| endorsements rtics on | 9™ behalf of
Name with the | for 2 specific “““%d e “-“3"] m‘l p d assels thelatest | in Mainland (Note 3) ﬂ:e] " 'r‘ Parent
Company | enierprse perd ! financial China a0 Compzny
(Note 1) (Note 2) satements snhstdiary
0 | The Company [Fujian Tung b 5 4,668,567 515040 [5 5150406 193,765 - 221% B 9,337,134 Y N Y
(Note 2, 3) E""B]j;“‘ (USDI6,0004(USD16,000) (USD6,019
o.,
0 | The Company [Tung Yisan b 4,668,567 38,049 38,049 30,923 - 0.16% 9,337,134 Y N N
(Note2, 3) ::mematmnal (USD1,182) (USD1,182) (USD961
orp.
0 | The Company [Fuco Steel b 4,668,567 | 1,867,020 | 1,867,020 798,151 - 8.00% 9,337,134 Y N N
(Note 2,3} Corp {USD38,000%(1ISD58,000(USD24,795
1 Tuag Yoan  [Fujian 3 518,806 168,998 163,998 168,998 - 16.29% 1,037,580
International  [Sino-Japan (USD16,117)] (USDS5,250%) (USD5,250) (USD5,250 {USD32,233 N N Y
Corp. Mezal Corp.
{Note 4, 5)8
1 | TungYian  [Duc Hoa 3 518,806 38,049 38,049 30,923 - 3.67% 1,037,580
Internationaf  |ntemational (USD16,117)% (USDI,182) (USD1,182) (USDY61 {USD32,233 N N N
Corp. lain Stock
(Note 4, 5)  [Compan

Note 1: There are six kinds of conditions in which the Company may have guarantees or endorsements for the receiving parties.
{a) The Company has business with the receiving parties.
(b) The Company holds directly more than 50% of the common stock of the subsidiaries.
(c) In aggregate, the Company and its subsidiaries hold more than 50% of the investee.
(d) In aggregate, the Company holds directly or indirectly through its subsidiaries more than 50% of the investee.
(e) The Company is required to make guarantees or endersements for the construction project based on the construction contract.
(f) The stockholders of the Company make guarantees or endorsements for the investee in proportion to their stockholding percentage.

Note 2: Not exceeding 20% of the net equity on the latest financial statements.
Note 3: Not exceeding 40% of the net equity on the latest financial statements.
Note 4: Not exceeding 50% of the net equity on the latest financial statements.

Note 5: The total amount of guarantees and endorsements should not exceed the Company’s net worth on its latest financial statements. The
limitation amount for the current period is USD 32,233 thousand. Guarantees and endorsements for an individual company shounld not
exceed 50% of the company’s net worth on its latest financial statements. Moreover, according to the Company’s policy, the total amount of
guarantees and endorsements made by the Consolidated Company should not exceed 45% of the Company’s latest financial statement (limit
of the current period: 10,504,276 thousand); the total amount of guarantees and endorsements on an individual company should not exceed
20% of the Company’s net worth of its latest financial statements (limit of the current period: 4,668,567 thousand.)

3. Information regarding securities held on the balance sheet date (excluding subsidiaries,

associates and joint ventures):
Expressed in thouasnds of TWD

Relationship between March 31, 2016
Security holder nf"’:':s::;':_gy !s‘;u:::‘;;;ﬁ,n‘?l;;ld Account name Number of | Carrying [Shareholding[Market value or] Notes
holds securities shares value percentage | net asset value
The Company [Stock — Zenitron Corperation - [Financial assets at fair value through | 3,825,000 69,806 179 %8 09,806 | None
profit or loss — current
" [Stock — Adlink - o 1,713,577 125,091 0.79 % 125,001 "
" Foreign Bond — KBC - [Financial assets at {air value through - - - - Note 4
profit or loss — noncurrent
L [Stock — Shiao Kang Warehousing  |One of its directors [Financial assets carmied at 2,384,060 22439 19.87% B None
Conp. lcost-noncurrent
" IStock —Hexawave Photonic System, " o 11,687,916| 80,201 1635%;) - "
[nc.
” Stock — Overseas Investment & - a 1,000,000 8,491 1.11% - #
Development Corp.
L Stock —Power World Fund, Inc, [One of its directors " 1,016,909 5,140 5.68% - 4
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Security holder

Category and
name of security

The Company

[Fung Yuan
Internaticnal
Carp.

[Tung Kang
Engineering &
Construction
Corp.

Stack — Universal Venture Fund, Ing,

Stock — Tung Jiang Investment
ICorp.

Stock — AIR ASIA Company
Limited

Stock —Universal Venture Capital
Investment Corp.

[Stack — Chien Shing Harbour
Service Co., Ltd

Katec Creative Resources
Corporation-preferred stock
[Financial bonds —Ta Chang Bank

[Financial bonds— Cathay United
[Bank

Stock — Taiwan High Speed Rail
ICorporation

Stock — Apex Venture Capital Co.,
Ltd.

IChinese Products Promotion Center
Pach Alliznce Corp.

IGapura Incorporated

[Toko Sanitaryware Trading
Development Corp,

Relatianship between March 31, 2016
“:sh?::]z;;cn';r":i?sld Account name Number of | Careying [Shareholding|Market value or] Notes
Tholds securities shares value pereentage [ met assel value
One of its directors{Financial assets carried at 854,895 5,835 4,76 % - MNone
cost-noncurrent
] " - 36,650 9,03 9% - n
- I 1,621,441 18,030 1.19% - I
- " 2,800,000 26,258 233% - #
Onte of its directors I 1,892,160 18,922 4.17% - "
Subsidiary of the " 8,559,800 96,860 11.65 % - "
Company
- IAvailable-for-sale financial 577,031 3,770 65.18% - Note 3
assets—noncurrent
- w - 83,537 - 104,778 | Note 1
IOne of its directors 2 - 100,717 - 100,717 [Note 2
- Financial assets carried al cost — 49,505,376 | 790,601 0.38% 790,601 | None 3
noncurrent
- ” 2,500 252 0.66% - None
- " £,791,562 12,056 5.69% - "
- " 591,663 2,255 1111 %, - #
- ] 150,000 1,871 15.00 % - "

Note 1: Net market value of the equity is calculated using theoretic models in reference to interests published by financial institutions,

Note 2: Net market value is calculated using the bond market price on the latest closing date.

Note 3: Net market value is calculated using the price on the emerging market on the latest closing date.

Note 4: Foreign bonds have been valued fo fair market value until the book value is 0.

Note 5: Intercompany transactions of the above have already been eliminated during the preparation of the consolidated financial statements.

4. Information regarding securities where the accumulated purchase or sale amounts for the period
exceeding $300 million or 20% of the paid-in capital:

Company | C2te80ry | Financial Beginning bal Purchases(None) Sales March 31, 2016
and name & t Rel PN - T
rame of securily account . ]\:?abr:; of Amount N:}Tabrte: of Amount | Shares Price C:;ﬁ':g galﬂ(!css).o " Shares Amount
The Invesiments
Compan - accounted for using| Non-related - - - 1,454,909 - - - - - 1,454,909
pany the equity method

Note : The Company’s direct and indirect ownerships amounted to 100%

5.

Information on the acquisition of real estate which exceeds $300 million or 20% of the paid-in

capital: None.

Information on the disposal of real estate which exceeds $300 million or 20% of the paid-in

capital: None.
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7. Information regarding related-party purchase and sale transactions which exceed $100 million or
20% of the paid-in capital:
Expressed in thousands of TWD
. " . Notes/Accounts
Transaction details Almormal transaction .
Company Related party Relationship Y (puya.ble) reccivable Note
name Purchase Amount * to total Credit period | Unit price Payment | Ending % to total
Sale o purchase/sal p PIEE ] terms balanee |™
[The [Tung Kang Steel [Subsidiary of the o [Receivable _ B o
Company  [Structure Corp.  [Company Sale $184,092 3.63% lwithin 60 days §193,297 10.33%
The [Subsidiary of the [Receivable o
Company Fuco Steel Corp. lCompany Sale 348,117 6.86% hwithin 60 days - - $241,664 12,76%

Note: Intercompany transactions of the above have already been eliminated during the preparation of the consolidated financial statements.

8.
paid-in capita

Information regarding receivables from related parties which exceed $100 million or 20% of the

Expressed in thousands of TWD

Turnover Overdue Amounts received in | Allowance for
Company name| Related party | Relationship Ending balance day Amount f:aclt{leo; subsequent periods bad debts

The Company  [Tung Kang Steel {Subsidiary of the $193,297 3.05 - - -
Structure Corp,  Company {Accounts receivable—related parties)

307 - - - -

(Other receivables—related parties)

IThe Company  [Fuco Steel Corp. [Subsidiary of the $241,064 10.43 - - -

[Company {Accounis receivable—related parties)

Note: Intercompany transactions of the above have already been eliminated during the preparation of the consolidated financial statements.

9. For information regarding trading in financial derivative instruments, please refer to Note 6(2).

10. Intercompany relationships and significant intercompany transactions were listed as follows:
Expressed in thousands of TWD

Intercompany transactions
. . . . Percentage of consolidated
No. Company name Counter party Relafionship s Financial Amount Ferms total g%'oss Operating
tatement Item
revenue or fotal assefs
0 {The Company [Tung Kang Steel Structure a Operating revenue $187,865| General conditions 3.12%
Corp. and its subsidiaries
0 fThe Company [Tung Kang Steel Structure a lAccounts receivable 197,258 OAGD 0.54%
ICorp. and its subsidiaries
0 [The Company [Fuco Steel Cotp a Operating revenue 348,117] General conditions 577%
0 [The Company [Fuco Steel Corp a [Accounts receivable 241,664 OABD 0.66%
1 [Tung Kang Steel Structure  [The Company b [Operating revenue 15,781 General conditions 0.26%
ICorp. and its subsidiaries

Note 1: Numbers are filled in as follows:

a. 0 represents the pa

rent company.

b. Subsidiaries are numbered from 1,
Note 2; Transactions are categorized as follows:

The holding company to subsidiary.

a.
b. Subsidiary to holding company.
c. Subsidiary to sub:

sidiary.

For significant intercompany transactions, only information regarding funding and finances, sales, and accounts receivables were disclosed; the
opposing items of the transactions were not disclosed.
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(2) Information on investments for three-month period ended March 31, 2016 was as follows: (excluding
those in Mainland China)

Expressed in thousands of TWD

Original investment Amount Investment
. Balance as of March 31, 2016 . incame (loss)
Investor Investee company| Location Major Net inconte of recoghized by Notes
tompany operations March 31, |December 31, Sk u Carrying investee .
ares o the investor
2016 2015 value ¥
The Company {Tung Yuan |British Virgin_[investment $800,984 $800,984 82 | 100.00% | $1,007,011 5(42,789) $(42,789) [Subsidiary (Note 3)
[nternational Corp.|(slands pctivitics
# iMung Kang Steel  [Taiwan Manufecture 1,091,120 1,091,120 (119,755,462 | 97.35% | 1,527,275 {58,923) (36,210} |Subsidiary (Mote 3)
Structure Corp. H-beams and
rading activities
" [Katec R & D [Taiwan Metal inspection 35,353 35,353 4,267,875 | 46.1%% 45,195 2,668 2,037 [investes accounted for
ICorp. lusing equity method
" [Goldiam |British Virgin [[nvesiment 482,850 482,850 ] 15,000,000 | 100.00%| 461,529 4,165) (2,842} {Subsidiary (Note 3)
[Development Ltd. {Islands lactivities
” [Taiwan Steel [Tafwan [Waste disposal 119,437 119,437 { 25,208,009 | 25.22% 391,586 47,094 11,877  {lnvestee accounted for
[Union Co., Ltd. using equity method
” [Katec Creative  [Taiwan [Regulated 1,211,442 311,442 | 95,724,402 | 99.01% 916,544 (37,212) (33,227) |Subsidiary (Note 3)
IResources recyclable waste
IComparation
# Right Investment [Taiwan [nvesiment 189,827 189,827 499,800 | 49,00% 13,439 (51) {25) [lavestee accounted for
ICamp. lactivities using equity method
” [Tung Kang Wind [Taiwan Generate electric 155,000 155,000 [ 15,500,000 | 100.00% 80,480 (4,370) (4.370) [Subsidiary (Note 3)
Power Corp. power
" Fa Da Enterprise  [Tahvan Recycling, 100,000 100,000 | 10,000,000 | 100.00% 99,857 113 113 |Subsidiary (Note 3)
KComp.
" Fuco Intcraational [British Virgin |lnvestment 1,311,572 - 67,500 [100.00%| 1,226,139 48,877 48,377  [Subsidiary (Note 3}
Ld. lIslands lactivities
] [Fuce Steel Corp. [Vietnam Steel produce 143,330 - - 16.00% 135,761 54,530 5,511  [Subsidiary (Note 3)
Tung Yuan 3 Oceans [Brunei Domestic and 59,230 59,230 | 1,840,000 | 66.67% 56,097 {1,470) (958) [Subsidiary (Note 3)
International [imernational Ing, [Darusszlam  foverseas business
Corp. investment
n IDuc Hoa [Vietnam IQuicklime Faciory 70,818 70,818 - 49.25% 43,264 1,268 624 |Investee accounted for
llnterrational Join Jusing equity method
Stock Company
Tung Kang Steel[Tung Kang [Taiwan ICivil engineering 359,340 359,3450 | 25,000,000 |100.00% 234,215 (3,457) (3,457) [Subsidiary (Note 3)
Structure Corp. {Engineering &
IConstruction Corp,
Fuco Fuce Steel Corp.  [Vietnam Steel produce 1,311,57¢ - - 90.00% | 1,221,995 34,330 48,897 [Subsidiary (Note 3
International
Lid.

1 USD=32.19TWD » 1 CNY=4.972 TWD

Note 1: Tung Yuan International Corp.’s initial investment in 3 Oceans International Inc. was 1,840 thousand US dollars.
Note 2: Tung Yuan International Corp.’s initial investment in Duc Hoa International Join Stock Company was 2,200 thousand US dollars.
Note 3: The transactions were written off in subsidiary in the consolidated financial statements.

(3) Information regarding investments in Mainiand China:

(a) Information on investment in Mainland China

Expressed in thousands of USD/TWD

Current Recognized
Investmeny | TCThittance/recoverable . Direct and |E*in or foss Carrying .
N 1 the PRC] Amount transferred investment Investment | Equity indirect from value of Remitted
am_eo the primary business . Method of] . transferred in the . |investment| gain on
investee of paid-in [ from Taiwan, from Taiwan. | earnin shareholding for the investment, | S ot
company stope capital investment beginning of . N m‘;n £ pert d, ! 25 | ratio by the f end of period d of ners .d
period Remittance | Remittance| end of period | (losses) company cl::crrr;: (Note 1) end of perio:
{Note 2}
[Fujtan Sine-Japan [Tin-coated plate $1,673,880 [Indirect §591,234 - - $591,234  {5(123,286) 35.00% 5(43,150) $729,327 -
IMetal Corp. USD 52,000) pavestment | (USD18,367) (USD 18,367)
[Fujian Tung Kang [Manufacture H-beams| 482,850 lindirect 429,093 - - 429,093 (4,165) 100.00% (2,842} 461,529 -
Steel Co., Ltd,  fand steel bars (USD15,000} fnvestment | (USD13,330) {USD 13.330)

Note 1: On March 31, 2016, 1 USD=32.19 TWD, | CNY=4.972 TWD.
Note 2: For the three-month period ended March 31,2016, 1 USD =31.143 TWD, 1 CNY = 5.050TWD.
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(b) Quota for investment in Mainland China

Accumulative remittance from | Amount of investment approved | Limit on the amount of
Taiwan to Mainland China, by Investment Commission, investment in Mainland
end of the period Ministry of Economic Affairs China(Note)
1,084,706 1,084,706 14,005,701
(USD 33,697) {(USD 33,697)

Note; 60% of net equity
(a) For information on significant transaction among investees in Mainland China:

For direct or indirect significant transactions between the Company and its investees in Mainland
China, please refer to the illustrations in “Related information on Significant Transactions.”

14. Operating Segments

There are four reportable segments in the Consolidated Company, namely, Kaohsiung, Taoyuan, Miaoli,
and Steel Structure. The Kaohsiung Department manufactures steel bars for construction and civil
engineering, and H beams for steel-structured buildings and basic civil engineering, universal plates, and
tampered and paralle] flange channel; the Miaoli Department manufactures H beams, universal plates,
and tampered and parallel flange channel for steel-structured buildings and basic civil engineering; the
Taoyuan only produces steels for building structures and steel bars for construction and civil engineering.
The Steel Structure department exclusively assembles H beams and others.

The reportable segments are the Consolidated Company’s strategic divisions. They offer different
products and services, and are managed separately because they require different technology and
marketing strategies. Most of the strategic divisions were acquired separately. The management of the
acquired divisions remains employed by the Consolidated Company.

The operating segment accounting policies are similar to the ones described in Note 4 “Significant
Accounting Policies.” The Consolidated Company treated intersegment sales and transfers as third-party
transactions. They are measured at market price.

The operations segments of the Consolidated Company for the three-month periods ended March 31,
2016 and 2015, were as follows:

For the three-month periods ended March 3i, 2016
Adjustments and

Kaphsiung Tagyuan Miaoli Steel Structure _ Others Eliminations Total
Revenue:
Net revenue from extemnal customers § 759,211 1,885,777 1,634,501 896,476 938,990 (85,522) 6,029,433
Inter-consolidated entities” revenue 1,688 3797 143,004 27,878 761 (216.528) -
Total revenues $__760,299 _ 1,880,574 1,817,505 924,354 939,751 {302,050) 6,129,433
Reportable segmeat profit or loss $___(50,329) 117,673 ___260,989 {G2,157) (32,521} 6273 239,098

(Continued)
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Revenues:
Net revenue from external customers
Inter-consolidated entities’ revenue
Total reventes

Reportable segment profit or loss

Assets of reportable segment
March 31, 2016

December 31, 2015
March 31, 2015

“Liabitities of reportable scgment
March 31, 2016

December 31, 2015
March 31, 2015

For the three-month periods ended March 31,2015

Adjustments and

Kaohsiung Tacyuan Miaoli Steel Structure Others Eliminations Total
$ 1,245,044 3,200,891 2,319,602 1,081,653 586,615 - 8,434,705
21,517 10,332 434,858 43,150 1,949 (511.816) -
$_L267461 _3.201223 _2,754470 __LI24.803 _ 588564 ___ (SIL.BI6) __B.d434705
$___(95329) __237.087 __337.537 (63.605) 9,318 28,206 453,214
Adjustments and
Kaohsiung Taoyuan Miaoli Steel Structure Others Eliminations Total
S _ 2,036,730 10,304,324 5,883.311 5,387,179 20,604,943 (1,629,147) 36,587,340
$_2,204,537 _10.482578 __ 6200403 __5856271 __3,092,169 — 8154510  _36.080.468
§_2725499 _IL0i2441 _ 7528005 __5241.400 _ 3,328,301 7.890.803 37,726,548
Adjustments and
Kaohsiung Taovuan Minofi Stecl Structure Others Eliminations Total
S 469,118 839,891 761,817 3,280,387 9,691,762 (1,874,089) 13,168,886
5485723 850,648 870,886 3,584,370 1,510,440 5,702,384 13,004,451
§ 493,156 978,739 837,894 __2,962,808 1,450,363 7,358,639 14,081,599




