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Independent Auditors’ Report

The Board of Directors
CHLITINA HOLDING LIMITED:

We have audited the accompanying consolidated balance sheets of CHLITINA HOLDING LIMITED and
subsidiaries (the Group) as of December 31, 2014 and 2013, and the related consolidated statements of
comprehensive income as well as the consolidated statements of changes in stockholders' equity and of cash
flows for the years ended December 31, 2014 and 2013. These consolidated financial statements are the
responsibility of the Group's management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with the "Regulations Governing Auditing and Certification of Financial
Statements by Certified Public Accountants” and the generally accepted auditing standards in the Republic of
China. Those regulations and standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated
financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall consolidated financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to in the first paragraph present fairly, in all
material respects, the consolidated financial position of the Group as of December 31, 2014 and 2013, and the
consolidated results of its operations and its cash flows for the years ended December 31, 2014 and 2013, in
conformity with the "Regulations Governing the Preparation of Financial Reports by Securities Issuers” and the
International Financial Reporting Standards, International Accounting Standards, IFRIC Interpretations and SIC
Interpretations.

Mg

KPMG
March 12, 2015

Note to Readers

The accompanying consolidated financial statements are intended only to present the financial position, results of operations, and cash flows in
accordance with the International Financial Reporting Standards. The standards, procedures and practices to audit such financial statements are those
generally accepted and applied in the Republic of China.

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

KPMG, a Taiwan partnership and a member firm of the KPMG network

of independent member firms affiliated with KPMG International
Cooperative ['"KPMG International’), a Swiss entity.
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CHLITINA HOLDING LIMITED AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
For the years ended December 31, 2014 and 2013

(All amounts expressed in thousands dollars)

Operating revenue (notes 6(p) and 7)
Operating costs (notes 6(d), (g), (k), 7 and 12}
Gross profit
Operating expenses (notes 6(g), (h), (¥, (m), (o), 7 and 12):
Selling expenses
Administrative expenses
Total operating expenses
Operating profit
Non-operating income and expenses (note 6(q)):
Other income
Ottier gains and losses
Finance costs
Total non-operating income and expenses
Net income before tax
Less: income tax expenses (note (1))
Net income
Other comprehensive income {loss) {notes 6(k) and (m))x:
Financial statement transtation differences for forcign operations
Actuarial gains (losses) on defincd benefit plans
Less: income tax expense relating to components of other comprehensive income (loss)
Other comﬁrehensivc income (loss), net of tax

‘Total comprehensive income

Earnings per share (note 6(0)) ¢
Basic earnings per share (in dollars)
Diluted earnings per share {in dollars)

See accompanying notes to financial statements.

2014 2013
CNY TWD % CNY TWD %

$ 624237 3071369 100 539,068 2701472 100
120,226 __ 591,535 120700 583234 _22
504011 2479834 418368 2118238 78

220312 1,083.978 35 173,718 839,423 31
105273 517964 17 96726 _ 467,389 _17
325585 1.601.942 52 _ 270444 1,306.812
178426 _ 871892 29 _ 167,924 _ 811426

26,521 130,489
1,001 4,923

11,008 53,192 2
3,174 15337 1
(3.257) __ (16,025) @.690)  (12.998) (1)
24,265 _ 119380 11492 3553531 2
202,601 997281 33 179416 866957 3
49.072 _ 241444 35953 _ 173,729
153,619 _ 755837 143463 _ 693,228 _26

| &

[=8

13961 7462z 2 (3224) 64152 2
375 1907 - 686) (331 -
1433 _ 76320 _ 2 _ (3910) __60.780 _ 2

$ 167955 _ 832366 _27 _ (39553 _ 754,008 _28

5 193 9.51 2.01 9.70
5 1.93 .50 2.01 5.70
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CHLITINA HOLDING LIMITED AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the years ended December 31, 2014 and 2013

(All amounts expressed in thousands dollars)

See accompanying notes to financial statements.

2014 2013
CNY TWD CNY TWD
Cash flews from operaling activities:
Consolidated net income before tax $ 202,691 997,281 179,416 866,957
Adjustments:
Adjustments to reconcile profit and loss
Depreciation 17,474 85,975 12,131 58,618
Amortization 426 2,096 - -
Net gains on financial assets at fair value through profit or loss (1,478) (7,272) (1,883) {9,099)
interest expenses 3,257 16,025 2,690 12,908
Interest income (9,692) (47,687 (3,470) (16,767)
Share-based payments - - 309 3,924
Loss on disposal of property, plant and equipment 39 192 27 130
Total adjustments to reconcile profit and loss 10,026 49329 10,304 49 804
Changes in assets / liabilities relating to operating activities:
Net changes in operating assets:
Accounts receivable 86 438 55 271
Accounts receivable —related parties (4,270) (21,743} 361 4,235
Other receivable 184 937 (584) (2,873)
Other accounts receivable —related parties (5,699) (29,019) 2,963 14,575
Inventories 721 3,671 (5,150) (25,333)
Prepayments 5,175 26,351 (4,865) (23,931
Other current assets 241 1,227 (429 (2.085)
Total changes in operating assets, net (3.562) {18.138) {7.144) {35,141y
Net changes in operating liabilities:
Accounts payable 3,849 19,599 (1,350) (6,641)
Accounts payable —related parties (2,611) (13,295) 51 251
Other payables 5,396 27,476 1,400 6,887
Other payables —related parties 1,191 6,065 (2,276) (11,196)
Advance receipts (9,188) {46,785) (2,651) (13,237
Other current liabilities (550) (2,801) 16,560 81,459
Accrued pension liabilities 28 143 24 117
Guarantee deposits 10,805 55.019 11,079 54.498
Total changes in operating liabilities, net 8,920 45421 22,797 112,138
Total changes in operating assets / liabilities, net 5,358 27,283 15.653 76.997
Total adjustments 15,384 76,612 25,957 126,801
Cash provided by operating activities 218,075 1,073,893 205,373 993,758
Income tax paid (49.093) {249.982) (40,433 {198.890)
Net cash provided by operating activities 168,982 823,911 164,940 794,868
Cash flows from investing activities:
Acquisition of financial assets at fair value through profit or loss {665,820) (3,390,355) (344,167 (1,692,957)
Proceeds from disposal of financial assets at fair value through profit or loss 681,122 3,468,273 374,088 1,840,139
Proceeds from disposal of available-for-sale financial assets - - 15,064 74,100
Acquisition of investments accounted for using equity method (15,382) (78,325) - -
Acquisition of property, plant and equipment (18,497} (94,187) (132,881} (653,642)
Proceeds from disposal of property, plant and equipment 74 374 - -
Acquisition of intangible assets (12,838) (65,371) - -
Increase in other financizal assets (21,082) (107,350) (20,000) (98,330)
Decrease (increase) in other non-current assets 194 988 (650) (3,197
Interest received 10,164 50,009 2,788 13472
Net cash used in investing activities (42.065) {215.944) {105,758). (520.463)
Cash flows from financing activities:
Proceeds from long-term borrowings - - 57,198 281,357
Repayments of long-term borrowings (85,981) (437,815) (4,334) (21,319)
Cash dividends paid (102,243) (492,096) (57.777) (280,560)
issue of shares - - 307,454 1,496,376
Interest paid (3,257 (16,025) (2,690 (12,998)
Net cash provided by (used in) financing activities {191,481} (945.936) 209,851 1,462.856
Effects of changes in exchange rates (83) 101.858 (3.230) 60,122
Increase (decrease) in cash and cash equivalents (64,647) (236,111) 355,803 1,797,381
Cash and cash equivalents at beginning of period 537,988 2,646,363 182,185 848.982
Cash and cash equivalents at end of pericd 5 473,341 2410,252 537,988 2,646,363
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CHLITINA HOLDING LIMITED AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
December 31, 2014 and 2013

(All amounts expressed in thousands dollars unless otherwise stated)

Company history

CHLITINA HOLDING LIMITED (the Company) was incorporated in Cayman Islands on July 3, 2012, as
a corporation limited by shares in accordance with the Companies Act, Cap 22 of the Cayman Islands. In
order to publish the stock in Taiwan Stock Exchange, the subsidiaries were reorganized by changing the
stocks. This is a holding company with no corporate income tax that should be imposed according to the
local law and has limited liability. The Company and its subsidiaries (the Group) are mainly engaged in the
manufacture and sale of cosmetics, instead of professional investment. On November 27, 2013, the
Company was approved and listed on Taiwan Stock Exchange (TWSE).

Financial statements anthorization date and anthorization process

The consolidated financial statements were approved by the Board of Directors and published on March
12, 2015.

New and amendments to standards and interpretations not yet adopted

The new standards and amendments issued by the IASB that may have an impact to the consolidated

financial statements but not yet included in the IFRS.

Effective date per

New standards and amendments and interpretations

IFRS 9 "Financial Instruments”
IFRS 10 and [AS 28 "Investments in Associates and Joint Ventures"

IFRS 10, IFRS 12 and IAS 28 " Investment Entities-Applying the
Consolidation Exception”

IFRS 11 "Acquisitions of an Interest in Joint Operation”
IFRS 14 "Regulatory Deferral Accounts”

IFRS 15 "Revenue from Contracts with Customers"”
IAS 1 "Disclosure initiative"

IAS 16 and IAS 38 "Clarification of Acceptable Methods of Depreciation and
Amortization"

IAS 16 and IAS 41"Bearer Plants"

IAS 19 "Defined Benefit Plans: Employee Contributions"

1AS 27 "Separate Financial Statements"

1AS 36 "Recoverable Amount Disclosures for Non-financial Assets”

IAS 39 "Novation of Derivatives and Continuation of Hedge Accounting”
IFRIC 21 "Levies"

IASB

January 1, 2018
January 1, 2016
January 1, 2016

January 1, 2016
January 1, 2016
January 1, 2017
January 1, 2016
January 1, 2016

January 1, 2016
July 1, 2014

January 1,2016
January 1, 2014
January 1, 2014
January 1, 2014

The Group is currently evaluating the impact from the abovementioned standards and amendments and
interpretations on the Groups' financial position and operating results. Any related impact will be disclosed
when the evaluation is completed.

(Continued)
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CHLITINA HOLDING LIMITED AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

(4) Summary of Significant Accounting Policies

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

The significant accounting policies presented in the financial statements are summarized as follows.
Except for those described otherwise, the accounting policies have been applied consistently to all periods
presented in these financial statements. In order to follow the requirements of an entity being primarily
listed on Taiwan Stock Exchange (TWSE), these consolidated financial statements have been arranged and
prepared according to the comparison table of account codes for general industries announced by the
Taiwan security authorities, that has no influence on these financial statements, which were prepared for
the purpose of transitioning to the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations and SIC Interpretations (hereinafier referred to as the IFRSs) applied to
these consolidated financial statements.

(a) Statement of compliance

The consolidated financial statements have been prepared in accordance with the IFRSs.
(b) Basis of preparation

i)  Basis of measurement

The consolidated financial statements have been prepared on a historical cost basis except for the
following material items in the balance sheets:

i.  Available-for-sale financiai instruments measured at fair market value.

ii. Pension liabilities measured at the sum of pension asset, unrecognized prior service cost,
and unrecognized actuarial loss, less, unrecognized actuarial gain, and the present value of
the defined benefit obligations.

i1)  Functional and presentation currency

The functional currency of each entity is determined based on the primary economic
environment in which the entity operates. The Group's consolidated financial statements are
presented in Chinese Yuan (CNY). The assets and liabilities of foreign operations are translated
to the Group's presented currency at the exchange rates at the reporting date. The income and
expenses of foreign operations are translated to the Group's presented currency at the average
rate. Foreign currency differences are recognized in other comprehensive income. All financial
information presented in New Taiwan dollars (TWD) has been rounded to the nearest thousand.
Translated into TWD are the following exchange rates after the consolidation: Assets and
liabilities - spot rates at reporting date; income and expenses - average rates during the period;
shareholders' equity - historical rates. The resulting translation adjustments are recorded as
cumulative translation adjustments under shareholders' equity. As of December 31, 2014 and
2013, the spot rates of CNY to TWD were CNY1=TWD5.0920 and CNY1=TWD4.9190,
respectively; for the years December 31, 2014 and 2013, the average rate of CNY to TWD were
CNY1=TWD4.9202 and CNY1=TWD4.8321, respectively.

(Continued)
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CHLITINA HOLDING LIMITED AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

(c) Basis of consolidation

0

Principles of preparation of consolidated financial statements

The consolidated financial statements comprise the Company and its subsidiaries. The financial
statements of subsidiaries are included in the consolidated financial statements from the date that
control commences until the date that control ceases.

Intra-group balances and transactions, and any unrealized income and expenses arising from
intra-group transactions are eliminated in preparing the consolidated financial statements.

List of subsidiaries in the consolidated financial statements

Name of subsidiary
Chlitina Group Limited

Chlitina International
Limited

Chlitina Marketing
Limited

Hong Kong Chlitina
International Limited
(Hong Kong Chlitina)

Chlitina Intelligence
Limited

Centre de Recherche et de
Developpement de
CHLITINA FRANCE
EURL (Chlitina France
EURL)

Chlitina (Shanghai)Trade
Limited (Predecessor:
Shanghai YONG-JI
Trade Limited, Chlitina
Shanghai)

Weishuo (Shanghai) Daily
Product Limited
{Weishuo)

Hong Kong Chlitina
International Limited
Taiwan Branch (Hong
Kong Chlitina Taiwan
Branch)

Chlitina Marketing
Limited Taiwan Branch
(Chlitina Marketing
Taiwan Branch)

Crystal Asia International
Limited

Crystal Asia Marketing
Limited

Primary business
Investing
Investing

Investing

The creating
focation/date

British Virgin IS.
November 8, 2011
British Virgin IS.
June 25, 2007
British Virgin IS.
November 8, 2012

Investing and trading of Hong Kong

skincare products
Holder of intelligence

Research and
development center

Dealer of skincare
products and
supplementary health
care products

Production and trading
of skincare products

Trading of skincare
products

Trading of skincare
products and research
and development center

Investing

investing

December 15, 2009

British Virgin IS.
April 3, 2012
France

June 9, 2008

China
November 14, 2006

China
February 28, 2007

Republic of China
May 2, 2012

Republic of China
December 27, 2012

British Virgin IS.
May 7, 2014
British Virgin 1S.
May 7. 2014

Percentage of
ownership of the

Company

Direct Indirect

100%

100%

100%

100%

100%

100%

100%

100%

100%

160%

100%

100%

Issuing and paid-in
fauthorized capital

usD20,010,000/
UsD20,010,000

USD17,000,001/
USD17,000,001

USD10,695,997/
USD10,695,997

HKD®62,150,001/
HKD62,150,001

uspl/
usDl

EURS5,000/
EURS5,000

USD8,570,000/
USD$,570,000

USD2,150,000/
UsD2,150,000

Working Capital
TWD3,000 thousand

Working Capital
TWD256,084 thousand

UsD3,000,000/
USD3,000,000

USD3,000,000/
USD3.000,000

(Continued)



4
CHLITINA HOLDING LIMITED AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

Percentage of
ownership of the

The creating Company Issuing and paid-in
Name of subsidiary Primary business location/date Direct Indirect /fauthorized capital
Hong Kong Crystal Asia  Investing Hong Kong - 100% HKD&,500,000/
International Limited July 11, 2014 HKD8,500,000
Wuguan (Shanghai)Trade Dealer of skincare Hong Kong - 100% (Note 1)/
Limited (Wuguan) products and November 14, 2014 USD200,000
supplementary health
care products
Weihu (Shanghai)Trade  Investing, dealer of Hong Kong - 100% (Note 1Y/
Limited {Weihu) skincare products and  November 6, 2014 USD200,000

supplementary health
care products

(Note 1) the capital has not been injected.
(d) Foreign currency transaction

Transactions in foreign currencies are translated to the respective functional currencies of the Group
at the exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies at the reporting date are remeasured to the functional currency at the exchange rate
at that date. The foreign currency gain or loss on monetary items is the difference between amortized
cost in the functional currency at the beginning of the year adjusted for the effective interest and
payments during the year, and the amortized cost in foreign currency translated at the exchange rate at
the end of the year.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are retranslated to the functional currency at the exchange rate at the date the fair value was
determined. Non-monetary items in a foreign currency that are measured based on historical cost are
translated using the exchange rate at the date of translation.

Foreign currency differences arising on remeasurement are recognized in profit or loss, except for the
following differences which are recognized in other comprehensive income arising on the
remeasurement:

i)  available-for-sale equity investment;

ii) a financial liability designated as a hedge of the net investment in a foreign operation to the
extent that the hedge is effective; or

iii) qualitying cash flow hedges to the extent the hedge is effective.

When the settlement of a monetary item receivable from or payable to a foreign operation is neither
planned nor likely in the foreseeable future, foreign currency gains and losses arising from such items
are considered to form part of a net investment in the foreign operation and are recognized in other
comprehensive income, and presented in the translation reserve in equity.

{Continned)
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Notes to the Consolidated Financial Statements

The functional currency of the Company was the US Dollar. According to the rules in the declaration
law of the financial statement published by listed companies in Taiwan, the consolidated financial
statement should be reported as TWD. Considering the management policy of the Group, the main
function of the Company is to plan a finance operating activity and to raise resources in TWD. In
response to the rules and the policy mentioned above, the management of the Group decided to
change the functional currency from US Dollar to New Taiwan Dollar. According to TAS21-The
Effect of Changes in Foreign Exchange Rate, the change should prospectively apply beginning
January 1 2014.

Classification of current and non-current assets and liabilities
i)  An entity shall classify an asset as current when:
i. It expects to realize the asset, or intends to sell or consume it, in its normal operating cycle;
ii. It holds the asset primarily for the purpose of trading;
i It expects to realize the asset within twelve months after the reporting period; or

iv. The asset is cash or a cash equivalent unless the asset is restricted from being exchanged or
used to settle a liability for at least twelve months after the reporting period.

An entity shall classify all other assets as non-current.

ii)  An entity shall classify a liability as current when:
i. It expects to settle the liability in its normal operating cycle;
ii. It holds the liability primarily for the purpose of trading;

iii. The liability is due to be settled within twelve months after the reporting period even if a
refinancing or a revised repayment plan is arranged between the reporting date and the
issuance date of the financial statements; or

iv. It does not have an unconditional right to defer settlement of the liability for at least twelve
months after the reporting period. Terms of a liability that could, at the option of the
counterparty, result in its settlement by using equity instruments do not affect its
classification.

An entity shall classify all other liabilities as non-current.
Cash and cash equivalents

Cash and cash equivalents comprised cash balances, time deposits, and short-term investments with
high liquidity that are subject to an insignificant risk of changes in their fair value.

The time deposits with maturity of three months or less from the acquisition date that are listed in
cash and cash equivalents which are held for the purpose of meeting short-term cash commitments
instead of investment or other purposes are readily convertible to a fixed amount of cash, and are
subject to an insignificant risk of changes in value.

(Continued)
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Notes to the Consolidated Financial Statements

(g) Financial instruments

Financial assets and financial liabilities are initially recognized when the Group becomes a party to
the contractual provisions of the instruments. A regular way purchase or sale of financial assets shall
be recognized and derecognized as applicable using the trade-date accounting.

i)  Financial assets

The Group classifies financial assets into the following categories:

i.

ii.

iti.

Financial assets at fair value through profit or loss

A financial asset is classified in this category if it is acquired principally for the purpose of
selling or repurchasing in the short term. This type of financial asset is measured at fair
value at initial recognition. Attributable transaction costs are recognized in profit or loss as
incurred. Financial assets at fair value through profit or loss are measured at fair value, and
changes therein, which take into account any dividend and interest income, are recognized
in profit or loss, and are included in non-operating income and expense.

Available-for sale financial assets

Available-for-sale financial assets are recognized initially at fair value, plus, any directly
attributable transaction cost. Subsequent to initial recognition, they are measured at fair
value, and changes therein, other than impairment losses, interest income calculated using
the effective interest method, dividend income, and foreign currency differences on
available-for-sale debt instruments, are recognized in other comprehensive income and
presented in the fair value reserve in equity. When an investment is derecognized, the gain
or loss accumulated in equity is reclassified to profit or loss, and is included in non-
operating income and expense.

Dividend income is recognized in profit or loss on the date when the Group's right to
receive payment is established. However, in the case of quoted securities, the ex-dividend
date is normally recognized. Such dividend income is included in non-operating income and
expense.

Receivables

Receivables are financial assets with fixed or determinable payments that are not quoted in
an active market. Receivables comprise trade receivables, other receivables, and other
current financial assets. Such assets are recognized initially at fair value, plus, any directly
attributable transaction costs. Subsequent to initial recognition, receivables are measured at
amortized cost using the effective interest method, less, any impairment losses other than
insignificant interest on short-term receivables. A regular way purchase or sale of financial
assets shall be recognized and derecognized as applicable using the trade-date accounting.

Interest income is recognized in profit or loss, and it is included in non-operating income
and expense.

(Continued)
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Notes to the Consolidated Financial Statements

Impairment of financial assets

A financial asset is impaired if, and only if, there is any objective evidence of impairment
as a result of one or more events that occurred after the initial recognition of the asset (a
‘loss event') and that loss event (or events) has an impact on the estimated future cash flows
of the financial asset that can be estimated reliably.

The objective evidence that financial assets are impaired includes default or delinquency by
a debtor, restructuring of an amount due to the Group on terms that the Group would not
consider otherwise, indications that a debtor or issuer will enter bankruptcy, adverse
changes in the payment status of borrowers or issuers, economic conditions that correlate
with defaults, or the disappearance of an active market for a security. In addition, for an
investment in an equity security, a significant or prolonged decline in its fair value below its
cost is accounted for as objective evidence of impairment.

All individually significant receivables are assessed for specific impairment. Receivables
that are not individually significant are collectively assessed for impairment by grouping
together assets with similar risk characteristics. In assessing collective impairment, the
Group uses historical trends of the probability of default, the timing of recoveries, and the
amount of loss incurred the adjusted for management's judgment as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or
lesser than those suggested by historical trends.

An impairment loss in respect of a financial asset is deducted from the carrying amount,
except for trade receivables, for which an impairment loss is reflected in an allowance
account against the receivables. When it is determined a receivable is uncollectible, it 1s
written off from the allowance account. Any subsequent recovery of receivable written off
is recorded in the allowance account. Changes in the amount of the allowance account are
recognized in profit or loss.

Impairment losses on available-for-sale financial assets are recognized by reclassifying the
losses accumulated in the fair value reserve in equity to profit or loss.

Impairment losses recognized on an available-for-sale equity security are not reversed
through profit or loss. Any subsequent recovery in the fair value of an impaired available-
for-sale equity security is recognized in other comprehensive income, and accumulated in
other equity.

If, in a subsequent period, the fair value of an impaired available-for-sale debt security
increases and the increase can be related objectively to an event occurring after the
impairment loss was recognized, then the impairment loss is reversed, with the amount of
the reversal recognized in profit or loss.

Impairment losses and recoveries are recognized in profit or loss under non-operating
income and expense.

Derecognition of financial assets

The Group derecognizes financial assets when the contractual rights of the cash inflow
from the asset are terminated, or when the group transfers substantially all the risks and
rewards of ownership of the financial assets.

(Continued)
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ii) Financial labilities and equity instruments
i.  Other financial liabilities

Financial liabilities not classified as held-for-trading or designated as at fair value through
profit or loss, which comprise loans and borrowings, accounts payable (including related
parties), other payables and guarantee deposits, are measured at fair value, plus, any
directly attributable transaction cost at the time of initial recognition. Subsequent to initial
recognition, they are measured at amortized cost calculated using the effective interest
method. Interest expense not capitalized as capital cost is recognized in profit or loss, and is
included in non-operating income and expense.

ii. Derecognition of financial liabilities

The Group derecognizes a financial liability when its contractual obligation expires or has
been discharged or cancelled. The difference between the carrying amount of a financial
liability removed and the consideration paid (including any non-cash assets transferred or
liabilities assumed) is recognized in profit or loss, and is included in non-operating income
and expense.

iii. Offsetting of financial assets and liabilities

The Group presents financial assets and liabilities on a net basis when the Group has the
legally enforceable rights to offset and intends to settle such financial assets and liabilities
on a net basis or to realize the assets and settle the liabilities simultaneously.

(hy Operating lease

()

When the Group has the use of assets held under operating leases, payments made under the leases are
charged to profit or loss in equal instalments over the accounting periods covered by the lease term,
except when an alternative basis is more of a representative of the pattern of benefits to be derived
from the leased asset. Lease incentives received are recognized in profit or loss as an integral part of
the aggregate net lease payments made. Contingent rentals are charged to profit or loss in the
accounting period in which they are incurred.

Inventories

The cost of inventories consists of al} costs of purchase, costs of conversion, and other costs incurred
in bringing the inventories to their present location and condition. The cost of inventories includes an
appropriate share of fixed production overhead based on normal capacity, and an allocated variable
production overhead based on actual output. However, unallocated fixed production overhead arising
from lower or idle capacity is recognized in cost of goods sold during the period. If the actual capacity
is higher than the normal capacity, fixed production overhead should be allocated based on the actual
capacity. The method of valuing inventories is the weighted-average method.

Inventories are measured at the lower of cost or net realizable value. Net realizable value is the
estimated selling price in the ordinary course of business, less, the estimated costs of completion and
selling expenses at the end of the period. When the cost of inventories is higher than the net
realizable value, inventories are written down to net realizable value, and the write-down amount is
charged to the current year's cost of goods sold. If the net realizable value increases in the future, the
cost of inventories is reversed within the original write-down amount, and such reversal is treated as
a reduction of cost of goods sold.

(Continued)
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Notes to the Consolidated Financial Statements

Investment in associates

Associates are those entities in which the Group has significant influence, but not control, over the
financial and operating policies. Significant influence is presumed to exist when the Group holds
between 20% and 50% of the voting power of another entity.

Investments in associates are accounted for under equity method and are recognized initially at cost.
The cost of the investment includes transaction costs. The carrying amount of the investment in
associates includes goodwill arising from the acquisition, less, any accumulated impairment losses.

The consolidated financial statements include the Group's share of the profit or loss and other
comprehensive income of equity accounted investees after adjustments to align the accounting
policies with those of the Group, from the date that significant influence commences until the date
that significant influence ceases.

Unrealized profits resulting from the transactions between the Group and an associate are eliminated
to the extent of the Group's interest in the associate. Unrealized losses on transactions with associates
are eliminated in the same way, except to the extent that the underlying asset is impaired.

When the Group’s share of losses exceeds its interest in associates, the carrying amount of the
investment, including any long-term interests that form part thereof, is reduced to zero, and the
recognition of further losses is discontinued except to the extent that the Group has an obligation or
has made payments on behalf of the investee.

Property, plant and equipment
i)  Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses. Cost includes expenditure that is directly attributed to the
acquisition of the asset.

Each part of an item of property, plant and equipment with a cost that is significant in relation to
the total cost of the item shall be depreciated separately, unless the useful life and the
depreciation method of a significant part of an item of property, plant and equipment are the
same as the useful life and depreciation method of another significant part of that same item.

The gain or loss arising from the derecognition of an item of property, plant and equipment shall
be determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item, and it shall be recognized as other gains and losses.

ii) Subsequent cost

Subsequent expenditure is capitalized only when it is probable that the future economic benefits
associated with the expenditure will flow to the Group. The carrying amount of those parts that
are replaced is derecognized. Ongoing repairs and maintenance are expensed as incurred.

(Continued)
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Notes to the Consolidated Financial Statements

iiiy Depreciation

The depreciable amount of an asset is determined after deducting its residual amount from its
original cost and is depreciated using the straight line method over its useful life. Assets are
evaluated based on their individually significant components, and if the useful life of a
component varies from that of others, then this component should be separately depreciated. The
depreciation charge for each period shall be recognized in profit or loss.

The estimated useful lives, for the current and comparative years, of significant items of
property, plant and equipment are as follows:

Buildings 20 years
Machinery equipment 10 years
Transportation equipment 2~10 years
Furniture and fixtures and other equipment 2~5 years

Depreciation methods, useful lives, and residual values are reviewed at each reporting date. If
expectations differ from the previous estimates, the changes are accounted for as a change in an
accounting estimate.

Intangible asset

Computer software is measured at cost, less, accumulated amortization. And subsequent expenditure
is capitalized only when it increases the future economic benefits emboedied in the specific asset to
which it relates. All other expenditure is recognized in profit or loss as incurred.

The depreciable amount is the cost of an asset or other amount substituted for cost, less, its residual
values.

Amortization is recognized in profit or loss on a straight-line basis over the estimated useful lives of
intangible assets from the date that they are available for use. The estimated useful lives of computer
software is 5 years.

The residual value, amortization period, and amortization method for an intangible asset with a finite
useful life shall be reviewed at least annually at each fiscal year-end. Any change shall be accounted
for as changes in accounting estimates.

[mpairment — non-financial assets

With regard to non financial assets (other than inventories and deferred income tax assets), the Group
assesses at the end of each reporting period whether there is any indication that an impairment loss
has occurred, and estimates the recoverable amount for assets with an indication of impairment. If it is
not possible to determine the recoverable amount for the individual asset, then the Group will have to
determine the recoverable amount for the asset's cash-generating unit.

The recoverable amount for an individual asset or a cash generating unit is the higher of its fair value,
less, costs to seli or its value in use. If, and only if|, the recoverable amount of an asset is less than its
carrying amount, the carrying amount of the asset shall be reduced to its recoverable amount. That
reduction is an impairment loss. An impairment loss shall be recognized immediately in profit or loss.

{Continued)
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Notes to the Consolidated Financial Statements

The Group assesses at the end of each reporting period whether there is any indication that an
impairment loss recognized in prior periods for an asset other than goodwill may no longer exist or
may have decreased. If any such indication exists, the entity shall estimate the recoverable amount of
that asset. An impairment loss is reversed if, and only if, there has been a change in the estimates used
to determine the asset's recoverable amount, increasing the individual asset's or cash generating unit's
carrying amount to its estimated recoverable amount. The reversal of an impairment loss of an
individual asset or cash generating unit cannot exceed the carrying amount of the individual asset or
cash generating unit, less, any depreciation or amortization, had it not recognized an impairment loss.

Interest-bearing borrowing

Interest-bearing borrowings are recognized initially at fair value, less, attributable transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost with any
difference between the amount initially recognized and the redemption value being recognised in
profit or loss over the period of the borrowings, together with any interest and fees payable, using the
effective interest method.

Revenue recognition

Revenue is measured at the fair value of the consideration received and receivable. Provided it is
probable that the economic benefits will flow to the Group, the revenue and costs, if applicable, can
be measured reliably. Revenue is recognized in profit or loss as follows:

i) Sale of goods

Revenue is recognized when the goods are delivered at customers” premises which is taken to be
the point in time when the costomer has accepted the goods and the related risks and rewards of
ownership. Revenue excludes value added tax or other taxes, and is after the deduction of any
trade discounts.

i) Franchise income and training service income

One-off franchise income is recognized upon the newly-joined stores’ signing of the franchise
contract to join the salon channel. Service revenue from direct-operational salon is recognized
upon the accomplishment of the services. Revenue received prior to the rendition of the services
is recognized as unearned revenue.

iii) Service income
Processing service income is recognized upon the rendition of the service.
iv) Dividends

Dividend income from unlisted investments is recognized when the shareholders right to receive
payment is established.

Dividend income from listed investments is recognized when the share price of the investment
becomes ex-dividend.

v) Government grants

Grants that compensate the group for expenses incurred are recognized as income in profit or
loss on a systematic basis in the same periods in which the expenses are incurred.

{Continued)
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Interest income

Interest income is recognized as it accrues using the effective interest method.

Defined benefit plans

D)

iii)

Defined contribution plans

Obligations for contributions to defined contribution pension plans are recognized as an
employee benefit expense in profit or loss in the periods during which services are rendered by
employees.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.
The Group’s net obligation in respect of defined benefit pension plans is calculated separately
for each plan by estimating the amount of future benefit that employees have earned in return for
their service in the current and prior periods; that benefit is discounted to determine its present
value. Any unrecognized past service costs and the fair value of any plan assets are deducted.
The discount rate is the yield at the reporting date (market yields of high-quality corporate bonds
or government bonds) on bonds that have maturity dates approximating the terms of the Group’s
obligations and that are denominated in the same currency in which the benefits are expected to
be paid.

The calculation is performed annually by a qualified actuary using the projected unit credit
method. When the calculation results in a benefit to the Group, the recognized asset is limited to
the total of any unrecognized past service costs and the present value of economic benefits
available in the form of any future refunds from the plan or reductions in future contributions to
the plan. In order to calculate the present value of economic benefits, consideration is given to
any minimum funding requirements that apply to any plan in the Group. An economic benefit is
available to the Group if it is realizable during the life of the plan, or on settlement of the plan
liabilities.

When the benefits of a plan are improved, the portion of the increased benefit relating to past
service by employees is recognized in profit or loss on a straight line basis over the average
period until the benefits become vested. To the extent that the benefits vest immediately, the
expense is recognized immediately in profit or loss.

Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed when related services are provided.

A liability is recognized for the amount expected to be paid under short term cash bonus or
profit-sharing plans if the Group has a present legal or constructive obligation to pay this amount
as a result of past service provided by the employee, and the obligation can be estimated reliably.

(@) Income taxes

Income tax expenses include both current taxes and deferred income taxes. Except for expenses
related to business combinations or recognized directly in equity or other comprehensive income, all
current and deferred income taxes shall be recognized in profit or loss.

{Continued)
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Current taxes comprise the expected tax payable or receivable on the taxable income or loss for the
year and any adjustment to tax payable or receivable in respect of previous years. It is measured
using the tax rates enacted or substantively enacted at the reporting date.

Deferred income taxes arise due to temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred income taxes shall
not be recognized for the below exceptions:

i)  Assets and liabilities that are initially recognized but are not related to the business combination
and have no effect on net income or taxable gains (losses) during the transaction.

i} Temporary differences arising from equity investments in subsidiaries or joint ventures where
there is a high probability that such temporary differences will not reverse.

iii) Initial recognition of goodwill.

Deferred income tax assets and liabilities shall be measured at the tax rates that are expected to be
applied to the period when the asset is realized or the liability is settled based on tax rates that have
been enacted or substantively enacted by the end of the reporting period.

Deferred income tax assets and liabilities may be offset against each other if the following criteria are
met;

i)  The entity has the legal right to settle tax assets and liabilities on a net basis; and
ii) the taxing of deferred tax assets and liabilities fulfills one of the below scenarios:
i.  levied by the same income taxing authority; or

ii. levied by different taxing authorities, but where each such authority intends to settle tax
assets and liabilities (where such amounts are significant) on a net basis every year of the
period of expected asset realization or debt liquidation, or where the timing of asset
realization and debt liquidation is matched.

A deferred income tax assets should be recognized for the carry-forward of unused tax losses, unused
tax credits, and deductible temporary differences, to the extent that it is probable that future taxable
profit will be available against which they can be utilized. Such deferred income tax assets shall aiso
be re-evaluated at each reporting date, and are reduced to the extent that it is no longer probable that
the related tax benefit will be realized.

Earnings per share

The Group discloses the Company's basic and diluted earnings per share attributable to ordinary
equity holders of the Company. Earnings per share (EPS) of the common stock are calculated by
dividing net income (or loss) for the reporting period attributable to the common stockholders by the
weighted-average number of common shares outstanding during that period. The weighted-average
number of common shares outstanding is adjusted retroactively for the increase in common shares
outstanding from stock issuance arising from the capitalization of retained earnings, or additional
paid-in capital.

(Continued)
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Employee bonuses in the form of stock of the Company are potential stock. If the potential stock does
not have any dilutive effect, only the basic earnings per share are disclosed; otherwise, diluted
earnings per share are disclosed in addition to the basic earnings per share. When computing diluted
earnings per share with regard to employee bonuses in the form of stock, the closing price at the
reporting date is used as the basis of computation of the number of shares to be issued. When
computing diluted earnings per share prior to the following year's shareholders' meeting, the effect of
dilution from these potential shares is taken into consideration.

If the Company may settle the obligation by cash, by issuing shares, or in combination of both cash
and shares, profit sharing to employees which will be settled in shares should be included in the
weighted average number of shares outstanding in calculation of diluted EPS, if the shares have a
dilutive effect. The number of shares is estimated by dividing the amount of profit sharing to
employees in stock by the closing price (after considering the dilutive effect of dividends) of the
common shares at the end of the reporting period. Such dilutive effect of the potential shares needs to
be included in the calculation of diluted EPS until profit sharing to employees to be settled in the form
of common stocks are approved by the sharcholders in the following year.

(s) Borrowing Costs

Borrowing costs that are directly attributable to the construction of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for their intended use, are capitalized as
part of those assets. Interest income earned on restricted bank accounts funded with specific
borrowings to construct qualifying assets is deducted from the borrowing costs eligible for
capitalization,

Capitalization of borrowing costs ceases when the qualifying asset is substantially ready for use.
All other borrowing costs are recognized in profit or loss in the period in which they are incurred.
(t) Operating segments

An operating segment is a component of the Group that engages in business activities from which it
may earn revenues and incur expenses (including revenues and expenses relating to transactions with
other components of the Group). Operating results of the operating segment are regularly reviewed by
the Group's chief operating decision maker to make decisions about resources to be allocated to the
segment and to assess its performance.

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

The preparation of the consolidated financial statements in conformity with the IFRSs requires
management to make judgments, estimates and assumptions that affect the application of the accounting
policies and the reported amount of assets, liabilities, income and expenses. Actual results may differ from
these estimates. -

In the preparation of the consolidated financial statements, the major sources of accounting assumptions,
judgments and estimation uncertainty are consistent with the IFRSs.

There are no critical judgments in applying accounting policies that have significant effect on the amounts
recognized in the consolidated financial statements.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment within the next financial year is included in the note 6(1)—measurement of deferred
income tax assets.

(Continued)
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(6) Explanation of significant accounts

(2)

(b)

Cash and Cash equivalents

December 31, 2014 December 31, 2013

CNY TWD CNY TWD
Cash on hand $ 176 896 182 895
Savings deposits 291,490 1,484,267 130,732 643,071
Time deposits 2,749 13,998 301,016 1,480,698
Cash equivalents 178.926 911.091 106,058 521,699
Cash and cash equivalents per $_ 473341 _ 2.410.252 537,988 _ 2.646,363

consolidated statements of cash flows

As of December 31, 2014 and , 2013, cash equivalents refer to fixed rate financial instruments
registered by Shanghai Stock Exchange with maturities of 7, 14 and 28 days, respectively.

Time deposits with maturity days beyond 3 months are recorded under "Other current financial
assets". Please refer to note 6(e) for further information.

Please refer to note 6(r) for the disclosure of sensitivity analysis and interest rate risk of the financial
assets and liabilities of the Group.

Financial assets at fair value through profit or loss— current

Pecember 31, 2014 December 31, 2013
CNY TWD CNY TWD
Fund $ [ 31 13,830 68.030

The Group’s financial assets at fair value through profit or loss as of December 31, 2014 were
monetary fund of CNY6 thousand (TWD31 thousand) from China Universal Asset Management
(Hong Kong) Company Limited. There is no maturity date in the aforementioned investment, and the
market value of the fund is published on a regular basis.

The Group’s financial assets at fair value through profit or loss as of December 31, 2013 included the
monetary fund of CNY10,024 thousand (TWD49,308 thousand) from Fortune SG fund Management
Co., Ltd., the bond amounting to CNY3,152 thousand (TWD15,505 thousand) from Bosera funds, and
the monetary fund of CNY654 thousand (TWD3,217 thousand) from China Universal Asset
Management Company Limited. There are no maturity dates in the aforementioned investments, and
the market value of each fund is published on a regular basis.

(Continued)
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Accounts receivable and other receivables (include related party)

December 31,2014 December 31,2013

CNY TWD CNY TWD
Accounts receivable b 19 97 105 516
Accounts receivable—related parties 5,394 27,466 1,124 5,529
Other receivables 1,750 8,911 2,406 11,835
Other receivables—related parties 6.381 32,492 682 3,355
$ 13,544 68,966 4.317 21,235

The accounts receivable and other receivables of the Group, net, were not pledged as collateral.

The carrying amounts of notes and accounts receivable of the Group with short maturity are not
discounted under the assumption that the carrying amount approximates the fair value.,

The Group has no aging analysis of overdue accounts revivable and other receivables.

-Inventories

The components of the Group's inventories were as follows:

December 31, 2014 December 31,2013

CNY TWD CNY TWD
Finished goods b 34,960 178,017 37,311 183,533
Work in progress 2,190 11,151 3,866 19,017
Raw materials and supplies 9.871 50,263 6,565 32,293
b 47021 239.431 47,742 234,843

As of December 31, 2014, and December 31, 2013, the inventories of the Group were not pledged as
collateral.

Operating costs were as follows:

2014 2013
CNY TWD CNY TWD
Inventory costs 3 119,595 588,430 118,119 570,762
Loss on market value of inventory 631 3.105 2,581 12.472
Total $_ 120226 591,535 120,700 583,234

Other financial assets —current

The components of other financial assets-current at reporting date were time deposits with a maturity
of three months and above.

Please refer to note 6(r) for the disclosure of sensitivity analysis and interest rate risk of the financial
assets of the Group.

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

December 31,2014
CNY TWD
Associate:
Beijing Yujia Chengyue Investment $ 16,708 85,077

Management Limited

i)  Associate

Summary financial information for investments in associates was as follows (before being
adjusted to the Group's proportionate shares):

2014

CNY TWD
Total assets $ 20,064 102,166
Total liabilities $ 3,231 16,452

December 31, 2014

CNY TWD
Revenue $ 7,829 38,520
Net income for the period b (7.934) (39,037)

ii} Assure

As of December 31, 2014, the investment accounted for using equity method of the Group was
not pledged as collateral.

(Continued)
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(g) Property, plant and equipment

The cost, depreciation, and impairment of the property, plant and equipment of the Group for the six
month periods ended are December 31, 2014 and 2013 as follows:

Unit: CNY thousand

Furniture
and fixtures
and other  Construction
Land Buildings Machinery Transportation  equipment in progress Total
Cost or deemed cost:
Balance at January 1, 2014 5 21,487 178,294 6,514 3,131 38,974 5,041 253,441
Additions - - 1,069 1,922 7,042 8.464 18,497
Disposals - - (10) (5) (530) - (545)
Reclagsification - 4,949 3,177 - 1,203 (9,329) -
Effect of movements in exchange rates (7300 - - - (162) - (392)
Balance at December 31, 2014 5 20,757 183,243 10,750 5,048 46,527 4,176 270,501
Balance at January I, 2013 5 - 80,069 6,266 2,029 32,139 - 120,503
Additions 22,606 08,225 136 1,802 5,806 6,489 133,764
Disposals - - (139) - (43) - (182)
Reclassification - - 231 - 1,197 {1,448) -
Effect of movements in exchange rates {519 - - - {123) - {644y
Balance at December 31, 2013 5 21,487 178,294 6,514 3,131 38,974 5,041 253,441
Depreciation and impairment loss:
Balance at January 1, 2014 $ - 9,144 1,654 1,045 16,080 - 27,923
Depreciatian - 8,053 759 738 7,924 - 17,474
Disposal - - ) (&3] (422) - (432)
Effect of changes in exchanpe rates - - - - (42) - (42)
Balance at December 31, 2014 5 - 17,197 2,408 1,778 23,540 - 44,923
Balance at January 1, 2013 3 - 4,804 1,266 540 2410 - 15,960
Depreciation - 4,340 583 505 6,703 - 12,131
Disposal - - (135) - 20) - (£55)
Effect of movements in exchange rates - - - - {13) - (13
Balance at December 31, 2013 $ - 9,144 1,654 1,045 16,080 - 27,923
Carrying value:
Balance at December 31, 2014 5 20,757 166,046 8,342 3,270 22,987 4,176 225,578
Balance at December 31, 2013 ] 21,487 169,150 4,860 2,086 22,894 5,041 225,518

(Continued)
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Cost or deemed cost:
Balance at January 1, 2014
Additions
Disposals
Reclassification
Effect of movements in exchange rates
Balance at December 31, 2014
Balarce a1 January 1, 2013
Additions
Disposals
Reclassification
Effect of movements in exchange rates
Ralance at December 31, 20413
Depreciation and impairment loss:
Balance at Janvary 1, 2014
Depreciation
Disposal
Effect of movements in exchange rates
Balance at December 31, 2014
Balance at fanuary 1, 2013
Depreciation
Depreciation
Effect of movements in exchange rates
Balance at December 31, 2013
Carrying value:
Balance at December 31, 2014
Balance at December 31, 2013

Intangible assets

Unit: TWD thousand

Land Butldings Machinery Furniture Construction
Transportation and fixtures  in progress Total
and other
equipment

105,695 877,028 32,042 15,401 191,713 24,797 1,246,676

- - 5,443 9,787 35,858 43,099 94,187

- - (49) (25} (2,606) - (2,680)
- 25,200 16,177 - 6,128 (47,503} -

- 30,846 1,126 341 5,824 812 39,209

105,695 933,074 54,739 25,704 236,915 21,265 1,377,392

- 313,122 29,200 2,455 149,768 - 561,545

105,695 458,429 669 5421 28,560 31,919 630,693

- - (672} - (207) - (879)
- - 1,235 - 5,887 (7,122) -

- 45477 1,610 525 7,703 - 35,317

105,695 877,028 32,042 15,401 191,713 24,797 1,246,676

- 44 975 8,136 3,149 79,098 - 137,353

. 39,622 3,734 3,631 38,088 - 85,975

- - (25) (25) (2,076) - (2,126)
- 2,966 417 313 3,851 - 1,947

- 87,567 12,262 9,059 119,861 - 228,749

- 22,387 5,620 2,516 43,851 - 74,374

- 20,971 2,817 2,440 32,390 - 58,618

- - {652) - (97) - (7493
- 1,621 351 184 2,954 - 3,519

- 44,979 8,136 5,140 79,098 - 137,353

105,695 845,507 42,477 16,645 117,054 21,265 1,148,543

105,695 832,049 23,906 10,261 112,615 24,797 1,109,323

The cost, amortization and impairment loss of intangible assets of the Group were as follows:

Cost:

Balance at January 1, 2014

Additions

Effect of movements in exchange rates

Balance at December 31, 2014
Amortization and impairment loss:

Balance at January 1, 2014

Armortization

Balance at December 31, 2014

Carrying value:

Balance at December 31, 2014

Computer software

CNY TWD

$ - -
21,446 109,203
4] 137
$ 21,487 109,340

$ - -
426 2,096
$ 426 2,096
$ 21,061 107,244

{Continued)
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Other current liabilities

The components of other current liabilities of the Group were as follows:

Accrued expense
Tax payable
Deferred income

Long-term borrowings

Secured bank loans (Note 1)
Secured bank loans (Note 1)
Total

Current

Non-current
Total

December 31, 2014 December 31,2013

CNY TWD CNY TWD
A 41,046 209,005 45,817 225,374
10,767 54,826 9,789 48,152
4.540 23,118 2.389 11.751
b 56,353 286,949 57,995 285,277

December 31, 2013
Range of
interest rates  Year of

Currency (%) maturity CNY TWD
TWD 2.50 2016 12,198 60,000
CNY 6.55~7.4025 2019-~2023 73,783 362,941
85,981 422.941
7,657 37,665
78,324 385.276
85.981 422,941

(Note 1) The Group has prepaid the long-term borrowings of TWD 60,000 thousand and CNY 67,984 thousand (NTD
355,800 thousand } in March and in August 2014, respectively.

The Group is disclosed the related risk exposure to the financial instruments in note 6(r).

The Group has pledged certain assets against the loans; please refer to note 8 for additional

information.

(Continued)
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(k) Employee benefits

i)

Defined benefit plans

The following table shows a reconciliation between the present value of the defined benefit
obligation and the fair value of plan assets:

December 31,2014 December 31, 2013
CNY TWD CNY TWD
Present value of unfunded benefit $ 1,565 7,969 1,980 9,739
obligation
Present value of funded benefit - - - -
obligation
Total present value of obligation 1,565 7,869 1,980 9,739
Fair value of plan assets - - - -
Recognized liabilities for defined $ 1,565 7,969 1,980 9,739
benefit obligation

The plan, under the Labor Standards Law, provides benefits based on an employee's length of
service and average monthly salary for the six-month period prior to retirement.

i.  Movements in present value of defined benefit plan obligation

The movements in present value of the Group's defined benefit plan obligation for the years
ended December 31, 2014 and 2013, were as follows:

2014 2013
CNY TWD CNY TWD

Defined benefit obligation, $ 1,980 9,739 1,353 6,305

January |
Current interest 23 137 24 116
Actuarial losses {gains) (375) {1,907) 686 3,372
Effect of movements in (68) - (83) (54)

exchange rates
Defined benefit obligation, $ 1.565 7,969 1.980 9,739

December 31

Since August 1, 2012, Hong Kong Chlitina Taiwan Branch has undertaken the business
operations endorsing its products via direct marketing to its customers in the Republic of
China. The business operations mentioned above, as well as the liabilities resulted from the
defined benefit plans were being transferred to Chlitina Marketing Taiwan Branch since
February 1, 2013. When employees joining that plans retire, they will receive retirement
pensions, depending on the wage level and the cumulative service years of the day.

{Continued)



il.

iii.

iv.

22
CHLITINA HOLDING LIMITED AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

Expenses recognized in profit or 1oss

The expenses recognized on profit or loss for the years ended December 31, 2014 and 2013,
were as follows:

2014 2013
CNY TWD CNY TWD
Interest on obligation $ 28 137 24 116
General and administrative s 28 137 24 116

expenses

Actuarial gains (losses) recognized in other comprehensive income

The Group's actuarial gains and losses recognized in other comprehensive income for the
years ended December 31, 2014 and 2013, were as follows:

2014 2013
CNY TWD CNY TWD
Cumulative amount, January I  $ (686) (3,372) - -
Recognized during the period 375 1.907 (686) (3.372)
Cumulative amount, December 31§ (311) {1,465) (686) (3.37)

Actuarial assumptions

The following are the Group's principal actuarial assumptions at the reporting dates:

2014 2013
Discount rate 2.00 % 2.00 %
Future salary increases 3.00 % 3.00 %

When calculating the present value of the defined benefit obligation, the Group uses
judgments and estimations to determine the actuarial assumptions, including employee
turnover rates and future salary changes, as of the financial statement date. Any changes in
the actuarial assumptions may significantly impact the amount of the defined benefit
obligation.

As of December 31, 2014, the Group's accrued pension liabilities was CNY1,565 thousand
(TWD7,969 thousand). If the discount rate had increased or decreased by 0.25%, the
Group's accrued pension liabilities would have decreased by CNY65 thousand (TWD330
thousand) or increased by CNY68 thousand (TWD346 thousand), respectively. If the
salary increase rate had increased or decreased by 0.25%, the Group's accrued pension
Habilities would have increased by CNY66 thousand (TWD337 thousand) or decreased by
CNY64 thousand (TWD324 thousand), respectively.

(Continued)
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ii) Defined contribution plans

1.

iii.

In accordance with the China labor regulation, the Group and its China subsidiaries
established the defined benefit retirement plans as follows:

Pension
appropriation
Administration Beneficiary rate

Shanghai municipality =~ Employees of Chlitina (Shanghai) Trade 22%
Limited and its Shanghai branch, and
Weishuo (Shanghai) Daily Product Limited
(Weishuo)

Other municipality of ~ Employees of Chlitina Shanghai and other 19%~20%
China branches

Employees registered in the aforementioned plan are entitled to a certain percentage of their
final salary and benefit pension.

In accordance with the Hong Kong Chlitina pension regulation, the subsidiary in Hong
Kong Chlitina established a compulsory pension program, which allocates a fixed amount
of money for pension benefit, and is managed by an independent trustee based on the Hong
Kong employee Act. As Per the regulation of the program, the employers and the
employees themselves are required to appropriate 5% of the relevant income to the
program, and maximum relevant income per month was raised from HKD25,000 to
HKD30,000 since June 2014.

In accordance with the local labor pension Act, the subsidiary Chlitina Marketing Limited
Taiwan Branch appropriates 6% of the salary of its employees to their pension accounts,
and recognized the appropriated amount as expenses for the same period.

The Group established the defined benefit retirement plans in accordance with each local
regulation. Besides appropriating 2 fixed amount of money regularly, the Group does not bear
any other obligation.

Under the defined benefit retirement plans, the Group booked the pension costs of CNY8,411
thousand (TWD41,383 thousand) and CNY6,302 thousand (TWD30,452 thousand) in 2014 and

2013, respectively.

(Continued)
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(I) Income tax

i)

Income tax expenses

The amount of the Group's income tax for the years ended December 31, 2014 and 2013, was
were as follows:

2014 2013
CNY TWD CNY TWD

Current income tax expense

Current period $ 46,729 229916 43,510 210,250

Adjustment for prior periods 1.175 5,781 (142) (636)

47.904 235,697 43.368 209,564

Deferred income tax benefit

Origination and reversal of 1,168 5,747 (7.415) (35.835)

temporary differences '

Income tax expenses on continuing  $ 49,072 241.444 35,953 173,729
operations

Reconciliations of the Group's income tax ¢xpense and the profit before tax for 2014 and 2013
were as follows:

2014 2013
CNY TWD CNY TWD

Income before income tax $_ 202,691 997,281 179.416 866,957
Tax expense based on the applicable  § 44,630 219,589 40,653 196,439

tax rate of the subsidiaries
Non-deductible expenses 924 4,546 353 1,706
Underestimate (overestimate) of 1,175 5,781 (142) (686)

prior year’s income tax
Tax credits - - (350) (1,691)
Unrecognized loss carryforwards 2,343 11,528 1,689 8,161
Estimated withholding tax of - - (6,250) (30,200)

attributable earnings of subsidiaries

in Mainland China
Total S 49,072 241,444 35,953 173,729

(Continued)
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ii) Deferred income tax assets and liabilities
i.  Unrecognized deferred income tax liabilities

In accordance with the dividend policy of the subsidiaries, it is very unlikely that the
undistributed earnings as of December 31, 2014 and 2013 are to be distributed in the
foreseeable future. As a result, the unrecognized deferred income tax liability amounted to
CNY 17,477 thousand (TWD88,993 thousand) and CNY11,632 thousand (TWD57,218
thousand), respectively.

ii. Unrecognized deferred income tax assets

Deferred income tax assets have not been recognized in respect of the following items:

December 31, 2014 December 31, 2013
CNY TWD CNY TWD
Loss carryforwards b 5,341 27,196 3,156 15,524

The income tax benefits of Hong Kong Chlitina, Chlitina marketing Taiwan branch, Weihu
(Shanghai)Trade Limited, Wuguan (Shanghai)Trade Limited, and Hong Kong Crystal Asia
International Limited, resulted from the accumulated net losses, are unlikely to be realized
in the future; therefore, no deferred income tax assets is recognized. The tax deduction for
net loss is effective permanently for no expiration date, ten years, five year, five years and
no expiration date.

iii. Recognized deferred tax assets and liabilities

Changes in the amount of deferred tax assets and liabilities for 2014 and 2013 were as
follows:

Deferred income tax assets and liabilities:

Withholding tax of

Accounts payable and attributable
other payable Inventories earnings Total
CNY WD CNY TWD CNY TWD CNY TWD
Balance at Janvary 1,2014 3 3,710 28,088 7,566 37,217 - - 13,276 65,305
Recognized in prefit or loss 1,613 1,936 (2,781  (13,683) - . (1,168) (5,747)
Effect of movernents in exchange rates - 1,265 - 831 - - - 2,096
Balance at December 31, 2014 ) 7,323 37,289 4,785 24,365 - - 12,108 61,654
Balance at January 1, 2013 3 4,052 18,882 3,059 37,555 (9,000) (41,940) 3,11 14,497
Recognized in profit or loss 1,658 8,016 (493) (2,382) 6,250 30,201 7415 35,435
Shifted to curremt-yaer income tax - - - - 2,750 13,288 2,750 13,288
Effect of movements in exchange rates - 1.190 - 2,044 - (1.549 - 1,685
Balance at December 31, 2013 § 5710 18,088 7,566 37,217 - - 13,276 65,305

(m) Capital and other equity

As of December 31, 2014 and 2013, the total nominal ordinary shares amounted to 79,492 and
75,707 thousand shares, respectively, face value of each share is $10. The aforementioned shares are
all common stocks. All issued shares were paid up upon issuance.

{Continued)
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A reconciliation of the Company's outstanding shares of the years 2014 and 2013 were as follows:

(Thousand shares)
2014 2013
Balance at January 1 75,707 66,800
Issue of shares - 8,907
Capitalization from retained earnings 3.785 -
Balance at December 31 79,492 75,707

i) Common stock

On June 19, 2014, the Company’s stockholders approved a resolution to issue 3,785 thousand
shares of common stocks by using TWD37,854 thousand of undistributed earnings, making the
capital of TWD794,924 thousand after the issuance. On September 23, 2013, TWSE approved
the Company’s initial public offer. With a face value of TWD10 and a market price of TWD168
per share, the Company obtained TWD89,070 thousand of cash through the issuance of 8,907
thousand shares of common stocks. The Company has successfully completed the funding on
November 25, 2013 and the listing on TWSE on November 27, 2013.

ii) Additional paid-in Capital

Additional paid-in Capital of the consolidated financial statement is composed of the additional
paid-in capital resulted from the equity restructuring of the Group and the share premium.

ili) Retained earnings

The Company's articles of incorporation require that the Company's net earnings from the current
year shall be used to offset prior years' deficits, pay income tax, provide 10% as legal reserve,
provide or reverse a special reserve in accordance with applicable law, and pay 1% to 5% as
employee bonuses and no more than 3% as directors' and supervisors' remuneration. After the
abovementioned appropriations, the distribution of the remaining earnings, if any, should be
proposed by the board of directors and is subject to the stockholders' approval.

The Company's business cycle is in the constant growth stage. In consideration of the Company's
future capital requirements, its long term financial plan and shareholders' satisfaction as to cash
inflow, the Company's articles of incorporation stipulate that the board of directors may propose
10% or more of the distributable earnings as dividends, of which at least 10% should be
distributed as cash dividends. However, such distribution depends on the current earnings and
the capital condition, and is subject to the approval of stockholders.

{Continued)
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The Company estimated the employee bonuses of CNY2,520 (TWD12,401) and CNY2,536
(TWD12,253) for the years 2014 and 2013, respectively, and the directors' and supervisors'
emoluments of CNY1,267 (TWD6,232) and CNY1,258 (TWD6,077) for the years 2014 and
2013, respectively. These amounts are calculated based on the Company's net profit for the
period by using the earnings allocation method as stated under the Company's articles of
association. These bonuses are expensed under operating expenses. The relevant information can
be obtained from the Market Observation Post System after shareholders' meeting. The
differences between the amounts approved in the sharcholders' meeting and those recognized in
the financial statements, if any, are accounted for as a change in accounting estimates, and are
recognized in profit or loss in 2015.

Earnings distribution for 2013 and 2012 was decided during the shareholders’ meeting held on
June 19, 2014 and April 8, 2013, respectively. The relevant dividend distributions to
shareholders were as follows:

2013 2012
Amount Amount
per share per share
(New {New
Taiwan Amount Taiwan Amount
dollars) CNY TWD dollars) CNY TWD
Dividends distributed to common

shareholders:
Cash A 6.50 102,243 492 096 4.20 57,777 280,560
Stock 0.50 7,865 37.854 - - -
Total 529,950 57,777 280,560

$_ 110,108

The Company estimated the employee bonuses amounting to CNY2,536 (TWD12,253) and the
directors' and supervisors' emoluments amounting to CNY1,258 (TWD6,077) in 2013. There
were no difference between the actual amount distributed and the amount stated in the financial
statements.

Other equities (net of tax)

Foreign exchange differences
arising from foreign operation

CNY TWD
Balance at January 1, 2014 $ (4,034) 52,885
Foreign exchange differences arising from net assets of 13,961 74,622
foreign operation
Balance at December 31, 2014 3 9.927 127,507
Balance at January 1, 2013 5 (810) (11,267)
Foreign exchange differences arising from net assets of (3,224) 64,152
foreign operation
Balance at December 31, 2013 $ (4,034) 52.885

{Continued)
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(n) Share based payment

(0)

On September 23, 2013, TWSE approved the foreign company’s initial public offer. The foreign
company then issued common stocks for cash injection and entitled its employee the right to purchase

the newly issued common stocks in accordance with the relevant regulation.

Due to the

aforementioned capital increase, the Company recognized each of its relevant compensation cost and
additional paid-in capital the amount of CNY 809 thousand (TWD3,924 thousand} in 2013.

Earnings per share

The calculation of the Group's basic earnings per share and diluted earnings per share for years ended
December 31, 2014 and 2013 were as follows:

i)

Basic earnings per share

Profit attributable to ordinary

shareholders of the Company

Weighted-average number of

ordinary shares (Retroactively

adjusted)

Basic earnings per share (in dollars)

Diluted earnings per share

Profit attributable to ordinary

shareholders of the Company

(diluted)
Weighted-average number of

ordinary shares (Retroactively

adjusted)

Impact of potential common shares
Effect of employee stock bonus

Weighted-average number of
ordinary shares (diluted)

Diluted earnings per share (in

dollars)

2014 2013
CNY TWD CNY TWD
$_ 153.619 755,837 143,463 693,228
79,492 79,492 71,439 71,439
5 1.93 9.51 2.01 9.70
2014 2013
CNY TWD CNY TWD
$_ 153,619 755,837 143,463 693,228
79,492 79,492 71,439 71,439
103 103 42 42
79,595 79,595 71,481 71,481
$ 1.93 9.50 2.01 9.70

{Continued)
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(p) Revenue

The details of the Group's revenue for the years December 31, 2014 and 2013 were as follows:

2014 2013
CNY TWD CNY TWD
Net sale of goods S 597,688 2,940,742 540,314 2,610,851
Special affiliate income 12,084 59,456 14,243 68,823
Skin care service from direct retail outlets 7,481 36,809 4,332 20,933
and other income
Trademark right income 6,485 31,907 - -
Service income 499 2.455 179 865
$_ 624237 3,071,369 559,068 _ 2,701.472
(qQ) Non-operating income and expenses
i)  Other income
2014 2013
CNY TWD CNY TWD
Government grants $ 5,593 27,519 6,151 29,723
Interest income-bank deposits 9,692 47,687 3,470 16,767
Other 11,236 55,283 1,387 6,702
3 26,521 130,489 11,008 53,192
ii) Other gains and losses
2014 2013
CNY TWD CNY TWD
Gain (loss) on foreign exchange b (438) (2,155) 1,318 6,368
Net gains on financial assets at fair 1,478 7,272 1,883 9,099
value through profit or loss
Losses on disposal of property, plant (39 (192) 27 (130)
and equipment
S 1,001 4,925 3.174 15,337
iii} Finance expenses
2014 2013
CNY TWD CNY TWD
Interest expenses b 3,257 16,025 2,690 12.998

(Continued)
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(r) Financial instruments
i}  Categories of financial instruments

i.  Financial assets

December 31,2014 December 31,2013
CNY TWD CNY TWD
Financial assets at fair value $ 6 31 13,830 68,030
through profit or loss
Cash and cash equivalents 473,341 2,410,252 537,988 2,646,363
Accounts receivable and other 13,544 68,966 4,317 21,235
receivable (include related
party)
Other financial assets 42,582 216,827 21.500 105,759
Total S_ 529473 _ 2.696,076 577,635 _ 2.841,387
ii. Financial liabilities
December 31, 2014 December 31, 2013
CNY TWD CNY TWD
Current portion of long-term $ - - 7,657 37,665
borrowings
Accounts payable and other 43,632 222,174 24,781 121,898
payable (including related
parties)
Long-term borrowing - - 78,324 385,276
Guarantee deposits 53.575 272,804 42,770 210,386

Total b 97,207 494,978 153,532 755,225

it}  Credit risk

The Group’s cash and cash equivalents and other financial assets are the main source of potential
credit risk. The group deposits its cash and cash equivalents in credit —well financial institutions.
Therefore, the group concluded that it is not exposed to credit risk. The Group’s management
have already built up the applicable policy and being monitored the credit risk they may be
confronted with.

The maximum credit risk of each financial assets presents in financial statement after deducting
Allowance for uncollectible accounts. The Group didn’t produce credit risk due to the collateral.
Please refer to note6(c) for the disclosure of accounts receivables and other receivables of the
Group.

(Continued)
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ifi) Liquidity risk

The following table shows the contract maturities of financial liabilities, including estimated

interest payments and excluding the impact of netting agreements.

December 31, 2014
Non-derivative financial liabilities

Accounts payable (including related
parties)
Accrued expenses

Other payables (including related
parties)
Guarantee deposits

December 31, 2013
Non-derivative financial liabilities
Borrowings

Accounts payable (including related
parties)

Accrued cxpenses

Other payables (including related
parties)

Guarantee deposits

December 31, 2014
Non-derivative financial liabilities
Accounts payable (including related
parties)
Accrued expenses
Other payables (including related
parties)
Guarantee deposits

Unit: CNY thousand
Over 3

Carrying Contractual Within a
amount cash flows year 1-2 years 2-5 years years
$ 8,349 8,349 8,349 - - -
41,046 41,046 41,046 - - -
35,283 35,283 35,283 - - -
53.575 53,575 53,575 - - -
$ 138,253 138,253 138,253 - - -
5 85981 108,947 12,657 12,657 49,280 34,333
7,111 7,111 7,111 - - -
45,817 45817 45,817 - - -
17,670 17.670 17,670 - - -
42,770 42,770 42,770 - - -
$_ 199,349 222,313 126,025 12,657 49,280 34,353
Unit: TWD thousand
Carrying  Contractual  Withina Over 5
amount cash flows year 1-2 years  2-5 years years
$ 42,513 42,513 42,513 - - -
209,005 209,005 209,005 - - -
179,661 179,661 179,661 - - -
272,804 272 804 272.804 - - -
$ 703,983 703,983 703,983 - - -

(Continued)



32
CHLITINA HOLDING LIMITED AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

December 31, 2013
Non-derivative financial liabilities

Borrowings § 422,94] 333,910 62,260 62,260 242,408 168,982
Accounts pavable (including related 34,979 34,979 34,979 - - -
parties)
Accrued expenses 225374 225374 225374 - - -
Other payables {including related 86,919 86,019 86,919 - - -
parties)
Guarantee deposits 210,386 210,386 _ 210,386 - - -
$ 980,599 1,093,568 _ 619,918 62,260 242,408 _ 168,982

The Group is not expecting the cash flows included in the maturity analysis could occur
significantly earlier or at significantly different amounts.

iv) Currency risk

i.  Exposure to foreign currency risk

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

December 31, 2014
Financial assets:
Monetary items:
UsSD
HKD
CNY
Financial liabilities:
Monetary items:
UsD
CNY
HKD
December 31, 2013
Financial assets;
Monetary items:
USsDh
CHF
HKD
CNY
Financial liabilities:
Monetary items:
UshD
CNY

Foreign

currency
5 3274
$ 4,598
$ 107,940
$ 33
$ 2,467
$ 2,505
NS 633
$ 167
$ 1,713
$ 323,309
$ 548
$ 2,758

Exchange

rate

6.2156
0.8013
1.0000

6.2156
1.0000
0.8013

6.1440
6.8073
0.7813
1.0000

6.1440
1.0000

CNY

51,428
3,684
107,940

205
2,467
2,007

3,889
1,137
1,338

323,309

3,367
2,758

TWD

2,961,871
18,759
549,630

1,044
12,562
10,220

19,130
5,593
6,582

1,590,357

16,562
13,567

(Continued)
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Sensitivity analysis

The Group's exposure to foreign currency risk arises from the translation of the foreign
currency exchange gains and losses on cash and cash equivalents that are denominated in
foreign currency. A strengthening (weakening) 3% of appreciation (depreciation) of the
TWD against the USD, HKD, CNY and the TWD for the years December 31, 2014 and
2013 would have increased (decreased) the net profit after tax by CNY4,659 thousand
(TWD23,724 thousand) and CNY9,575 thousand (TWD47,099 thousand) , respectively.
The analysis assumes that all other variables remain constant.

Interest rate risk analysis

Regarding from the Group’s interest risk which is mainly the result from borrowings from
its related parties and bank loan ,the Group is exposed to the interest of cash flow risk and
fair-value interest risk.

1) Interest model

December 31, 2013
Average
interest rate
CNY TWD (%)

Floating interest rate:
Bank loan 5 28,783 141,586 Base interest
rate of The
People's Bank of
China times 5%

Bank loan 45,000 221,355 Base interest
rate of The
People's Bank of
China

Bank loan 12,198 60,000 Shin Kong
Commercial

Bank pluses
1.12%

Total S 85,981 422.941

2)  Sensitivity analysis

Through the reporting date, if the interest rate had increased / decreased by 1%, the
Group's net income and retained earnings would have increased / decreased by
CNY359 thousand (TWD1,735 thousand) for the year ended December 31, 2013, with
all other variable factors remaining constant. Floating rates have no influence with
other stockholder's equity.

(Continued)
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Fair value

The carrying value of the financial instrument of the Group is close to fair value for the year
ended 2014 and 2013.

The fair value assessment is based on the market and financial instrument information on the
specified date. Due to the uncertainty and estimation, no exact assessment could be made. Any
change in assumptions could bring significant differences in the assessment.

(s) Financial risk management

i)

iii)

Overview

The Group is exposed to the following risks arising from financial instruments:
i.  Liquidity risk

ii. Market risk

This note expresses the information on risk exposure and objectives, policies and process of risk
measurement and management. For detailed information, please refer to the related notes to each
risk.

Risk management

The Board of Directors has overall responsibility for the establishment and oversight of the risk
management. The Board has established the Risk Management Committee, which is responsible
for developing and monitoring the Group's risk management policies. The committee reports to
the Board of Directors on its activities.

The Internal Audit undertakes both regular and ad hoc reviews of risk management controls and
procedures, the results of which are reported to the Board of Directors.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Group's approach to managing liquidity is to ensure, as far as possible, that it always

have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incuring unacceptable losses or risking damage to the Group's reputation.

The Group aims to maintain the level of its cash and cash equivalents and other highly
marketable debt investments at an amount in excess of the expected cash flows on financial
liabilities (other than trade payables). The Group also monitors the level of expected cash
outflows on trade and other payables. This excludes the potential impact of extreme
circumstances that cannot reasonably be predicted, such as natural disasters.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
rates, and equity prices will affect the Group's income or the value of its holdings of financial
instruments, The objective of market risk management is to manage and control market risk
exposures within acceptable parameters and to optimize return on investments.

(Continued)
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The Group didn't engage in derivative financial instruments so there is not financial liabilities.
Capital management

The Board's policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. Capital consists of ordinary shares,
capital surplus, retained earnings, and non-controlling interests of the Group. The Board of Directors
monitors the return on capital.

The Group's debt-to-adjusted-capital ratio at the end of the reporting period was as follows:
December 31, December 31,
2014 2013

Debt-to-adjusted-capital ratio 24 % 32 %

As of December 31, 2014, there were no changes in the Group's approach of capital management.

(7) Related-party transactions

(2)

(b)

Parent Company and ultimate controlling party

The Company is the ultimate controlling party of the Group.

Significant related party transactions
i)  Operating revenue

The amounts of significant sales transactions between the Group and the related parties were as
follows:

2014 2013
CNY TWD CNY TWD

Other related parties b 19,653 96,696 7,397 35,744

There were no significant differences in the price between the related parties and other
customers. The collection term for related parties is two months. For other customers, advance
payment is required.

ii} Purchases
The amount of purchase transactions between the Group and the related parties were as follows:

2014 2013
CNY TWD CNY TWD

Other related parties S 29,447 144.884 21,423 103,517

The selling price is the agreed price between the Company and each related ‘party, and the
payment term is two months, which is similar to those of the non-related suppliers.

(Continued)
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Receivables from related parties

The receivables due from related parties were as follows:

December 31, 2014 December 31, 2013
Accounts Type of related parties CNY TWD CNY TWD
Accounts receivable Other related parties $ 5,394 27,466 1,124 5,529
Other receivable Other related parties 6,381 32,492 682 3,355
5 11,775 59,958 1,806 8,884

Receivables from related parties are unsecured and interest-free.
Payables to related parties

The payables to related parties were as follows:

December 31, 2014 December 31, 2013
Accounts Categories of related CNY TWD CNY TWD
parties
Accounts payable Other related parties $ 1,578 8,035 4,189 20,606
Other payable Other related parties 3,711 18.896 2,520 12,396
$ 5,289 26,931 6,709 33,002

Payables to related parties are unsecured and interest-free.
Prepayments

The prepayments to related parties (recorded under prepayments) were as follows:

December 31, 2014 December 31, 2013
CNY TWD CNY TWD
Other related parties Y 315 1,604 1,599 7,866

Property exchange— acquisition of property, plant and equipment
The acquisition price for property, plant and equipment from related parties were as follows:

2014 2013
CNY TWD CNY TWD

Other related parties k) - - 21,965 105,500

In January of 2013, the Group has purchased the land of Meishan plant for TWDI105,500
thousand. As of December 31, 2013, the ownership has been transferred. For the acquisition
price of the land, the evaluation report of Honda Assets Valuation Co., Ltd. is used as a
reference.

{Continued)



37
CHLITINA HOLDING LIMITED AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

vii) Services expense

2014 2013
CNY TWD CNY TWD

Other related parties $ 3,005 14,785 2,070 10,002

For the services provided by the related parties, price and terms were determined in accordance
with mutual agreements.

viii} Leases

2014 2013
CNY TWD CNY TWD
Other related parties S 9,334 45,925 9,036 43,662

The lease contract was signed in which the rental fee is determined based on the ongoing market
rate and mutual agreements.

(c) Key management personnel compensations

Key management personnel compensation comprised the following:

2014 2013
CNY TWD CNY TWD
Short-term employee benefits 3 10,908 53,666 12,592 60,844
Post-employment benefits 74 364 72 348
Compensation cost of employee stock - - 247 1,200
option
Y 10,982 54,030 12,911 62,392

Please refer to note6 (n) for the disclosure of compensation cost of employee stock option.

(8) Pledged assets

December 31,2014 December 31, 2013
Pledged assets Object CNY TWD CNY TWD
Fixed assets :
Property, plant and Long-term borrowings 3 - - 190,637 937.744

equipment

(Continued)
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(9) Commitments and contingencies

(a) Capital expenditure

December 31,2014 December 31, 2013

CNY TWD CNY TWD
Contact signed $ 6,161 31,372 12,529 61,630
Contract approved yet not been signed 5,989 30,496 20,114 98.941
b 12,150 61.868 32,643 166,571

(b) Operating lease commitments

As of December 31, 2014, and December 31, 2013, the Group's future minimum lease payments
under the non-cancellable operating leases are as follows:

December 31, 2014 December 31, 2013
CNY TWD CNY TWD
Not later than 1 year $ 5,087 25,903 5,436 26,740
Not later than 1 year and not later than 2 439 2,235 393 1,933
years
Later than 2 years - - 272 1,338
$ 5,526 28,138 6,101 30,011

The duration of the Group’s operating lease is from 1 to 10 years. The contract can be renewed upon
expiration. Lease asset does not generate any contingent expense.

{10) Losses due to major disasters: None.

(11} Subsequent events: None.

{12) Other
The employee benefit expenses, depreciation, depletion, and amortization categorized by function, were as
follows:
By function December 31, 2014
Operating costs Operating expenses Total
By item CNY TWD CNY TWD CNY TWD
Employee benefits
Salary 3,845 18,918 71,091 349,782 74,936 368,700
Labor and health insurance 471 2,317 5,506 27,091 5,977 26,408
Pension 662 53,257 1,777 38,263 8,439 41,520
Others 259 1,274 4,442 21,856 4,701 23,130
Depreciation 869 4,276 16,603 81,699 17,474 85,975
IAmortization 36 177 390 1,919 426 2,096

(Continued)
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By function December 31, 2013
Operating costs Operating expenses Total

By item CNY TWD CNY TWD CNY TWD
Employee benefits

Salary 2,824 13,646 65,776 317,836 68,600 331,482

Labor and health insurance 402 1,943 5,078 24,538 5,480 26,481

Pension 566 2,880 5,730 27,688 6,326 30,568

Others 195 942 4,186 20,227 4381 21,169
[Depreciation 586 2,832 11,545 55,786 12,131 58,618
|Amortization - - - - - -

{Continued)
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The following is the information on significant transactions required by the "Regulations Governing the Preparation of Financial
Reports by Securities Issuers” for the Group:

i)  Loans extended to other parties;

Unlx: thousand dollars

Name of Name of Account | Refated| Highest balance of Ending { Actuz) usage [ Rangeaf | Purposesof | T [Reasons for] Al Collateral ludividual | Maximum

Na. financing to other amount interest  [und financiagd  amountof  fshort-term 1 for bad funding | limitation
Lenders borrorers oame party | parties during the bajance | during the | rates during for the | business between| financicg debt Name | ¥alue | loan limits | on fund
period period the period | borrewers two partics financing

0 [The Company |Hong Kong [Other Yus 360,000| 480,000 - Mot lower 2 - Opcrating - . 665,917 1.331,833
Khlitna ~ freccivables [than 2.5% keapital o)) | (Hote )

i [Hong Kong itina Ciher Ves 550,000| 480,000 - ‘ot lnw‘ﬂ 2 . [operating - - 289,282 | 2,289,282
lchiitina hanghai  peceivable han 3.5% L apital (Note2) | (Now2)

1 |[Hong Kong ¥cishuo [Other Yeos 3060,000| 430,000 . [Not lower 2 - [Opcrating . - 2,289,282 | 2,289,182
Iehiiting keceivablo hen 3.5% leapital (Note2) | (Nore2)

2 [Chiitina Weibu Koner Yes 9280 79,262 79,262 [Lower 10% of 2 - Operating - - 1,613,288 | 1,613,288
SShanghai receivable ozn prime leapital iNoe2) | (Notc2)

fate

Note 1: The allowable aggregate amount of financing provided 1o athers cannot exceed 40% of the Company's steckholders” cquity; the maximum financing provided to an individual counterparty cannot excewd 20% of the Company’s
stockhelders” equity.

Nete2: Based onthe Compuy 's uidelines, when the Group divecily of indirectly owns 100% of th 1
equity; the maximum financing provided 1o an individual counterparty cannat be exceed J00% of Lhe Compnm s stockholders’ cauity.

Nete3: For the purpose of lending, the numbering are classified as fallpws:
(1) Busiress relatienship is 1.
(2} Short-term financing is 2.

ily  Guarantees and endorsements for other parties: None.

1, the allowabh

of financing provided 10 others canrot exceed 40% of the Campany’s stockholders’

ji) Information regarding securities held at balance sheet date (Investment in subsidiaries, associates and joint ventures were

excluded):
Unit: thousand dollars
Category and name Relationship Ending Balance
Name of holder with the security issuer Recorded account Number of Holding Market |Remarks
of security shares Book value | percentape value
Fund :
Weishuo {China Universal money - inancial assets at fair valuc 160,234 31 - 3
fund{519888) hrough profit or loss
iv) Accumulated holding amount of a single security in excess of $300 million or 20% of the paid-in capital:
Unit: thousand dollacs
Namseul Namc of i i Brginning balunce Purnchuses Sules Endibg baliner
<ompiiy securify Account name Cuunterparts Vwith the Company|  Shares Amuvunt Sharey Amouni Stures Price Loyt Dispura] guin Shares Awvint
Wegsl o jhina Universal moncy  [Financial asscis at fir valuc - - 3 35033 u2 ) -
Candf3 1K) rough profit or boss 6511167 3217 45.56530mc00) 221240 2.028.0460092) 2225306| 122140 4128 [M;(n:.lfl-l il
Weishuo outhern cish Zemgli  [Finncial asscis a1 Biz valu . - R B noscowow]  monzod drossoossee]  sersw|  souss 137 B
fcaies B ivough profit crloss
Veishu [hinesc cash [Finuncial assets a iz value - - - oosonon | seazvo| neecsouses|  swate]  swas L1346 . -
hrough profi or less
[(Hlitina Heling (it Group Limniied  fIovesice 3t cquity - [Lorg -lema tooni| 1476330 2pcopeouoe|  czes - - - woleonwe| 2745212
Lirmited fierestanens a equity - [Mxe 1)
[Clintira Group - (Chliina Intemational Imesice s cquisy - foopiteam IEL snooopee | 127 . - oeesa | 2smas
[Linsitcd . JLumited cquin| (o)
[Chlitt Group  [Crusad Asia Intenavionadflzs estee 2 cquity . [ . 2060060 $h013 . 3.000.000 93778
fLinyiscdd Liswite fnvesiment a0 equity R o Note 1',
[Chlitars JHong Koy Chlitints nvestes a2 oqulty - lem 1f rsTTow XTI I ITPT] - azisonol|  zmoz
lizecrmeriamal hesestacm: a1 cquity ot
[Larrited a
[ChLitina [Chlnins Murketing finsestor at squits - [Lasig-1erm . 9 . 5.5y [
e Lo | avesten 5 s 3695097 Nan 7,000,000 210629 [LERART i ‘Wli.;n
|Limiked "
Jrstal Asia forsstad Asia Marketing - {imwestex = muiny fLany-term R B smuow|  seem B . . 3000 53
[ntermaitional 1 imited brocstmens wt equity e o 1Note 2}
B nited :
{Crstal Asia fHang Kong Cryslal Asia [invesier i squily Lerig-tern: . . s . . .
[Masketing Limiad mited |nwestment at equ- 2.500.000 34082 B30e000 33401

Sote |: The weis f peafit distribution by Mutwal Fund Cormgany.
Note2: The ending balancr inchales the pin of less under loog-term equits method and the effect of changes in exclunye rics.

v)  Acquisition of real estate in excess of $300 million or 20% of the paid-in capital: None.

vi) Disposal of real estate in excess of $300 million or 20% of the paid-in capital: None.
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vii) Sales to and purchases from related parties in excess of $100 million or 20% of the paid-in capital:

Unit: thousand dollars

The status and reason for
deviation from arm's- Account / note reccivable
Name of Transaction details lenpth transaetion payable}
Company Counter-party Relationship { Purchase / Percentage of Percentage of total | Remarks
Sale Amount total purchases / {Credit period] Unif price [Credit period| Balance aceounts / notes
salcs receivable {payable)
IChlitina Shanghai  [Weishcu [Subsidiary Purchase 390,190 67 Credit period - (63,591 (92) Note
K0 days
Weishou IChlitina Shanphai  [Subsidiary Sale) (390,190 (88) ICredil period - 63,551 71 Nate
K20 days
Note: The have been eliminzled upen {ation

viii) Receivables from related parties in excess of $100 million or 20% of the paid-in capital: None.

ix) Financial derivative instruments transactions: None.

x)

Business relationships and significant intercompany transactions:

Unit: thousand dollars

Existing Transaction delails
No, Name of the Name of counter-partiesirelationship with Amount Percentage of the
Company the counter- Account name total conselidated
parties Terms of trading __|revenue or total asscly
1 [Weishue IChilitina Shanghai K Accounts reecivable 63,591 [Credit peried 60 days 143 %
I [Weishuo IChlitina Shanghai 3 Sales 390,190 (Credit period 60 days 12.70%
2 [Chlitina Shanghai Chlitina Imeligence k} Sclling expense 151,989 lin accordance with 495 %
Limitcd Imutoal agrecments
3 |Hong Kong Chlitina  (Chlitina Markcting 3 Purchascs 41,047 Kredit period 60 days 1.34 %
Taiwan Branch
3 [Hong Kong Chlitina  |Weishuo 1 Sales 41,215 Credit period 60 days 1.34 %

Note 1:

Company numbering is as follows:

{I) Parcnl company is 0.
(2} Subsidiary starts from 1.

Note 2:

(l)

{2) 2 represenis upsiream transaclions.
(3) 3 represents sidestream iransactions.

(b) Information o

The following is the information on investecs for the years December 31, 2014:

n investees:

The numbering below represents the relationships on the business transactions wilh counlerpartics:
1 represents downstream lransacLions.

Ynit: thousand dallars

Initial investment (Amount) Ending balance Netitceme | lnvestment
Name of the invator Name of investee Lecation Major i D ber 3t | D ber 31, Shares Ratio of | Book value | of investee income Nolcs
2014 2013 sharcs (osses)

IChlitina 1 lolding Limited [Chlitina Group Limired [British Virgin LS. Investing 601,102 299 2,001,000,000 10e] 2785212 765,721 765,721 Mote
IChliina Group Limited [Chlitina Inteltigence Limited [British Virgin 15, Holder of imelligence - - 1 106 112401 160,059 165,059 .

" cmn'ﬂ International etk Virgin 1S. {Investing 511,274 . 17,000,001 w00] 2,579,246 608.373 608,373 4

fLimis
" Crystal Asia International  [Drilish Virwin 1S Lnvesting 83,022 - 3,000,000 160 93,7714 69 ) "
[Limited

IChlitina international  [ChEitina France EURL [France: Rascarch and developmens ecnter 188 188 500 Joo . . R -
|Lintited

" long Kong Chlitina |tlong Kong Imvesting and trading of skinare 243,947 - 62,150,001 00| 2289282 674,097 en,097 "

Iproducts
» KChitina Masketing Limited \British Virgia 1S Imvesting, 1rading of skincare products 320.781 109,586 10,695,997 100 225397 (%1212 wLzIzy
fand sesearch and developmem

Crysial Asia Intemational Crystal Asiz Marketing Diritish Virgia 1S, | nvesting £8,023 - 1,000.000 100 93,774 &y w|
|Limited Limited
ICrystal Asia Marketing [Honu Kong Crysial Asia fony Kony Investiy 34.682 8,500.000 300 34,907 (266, [#15
Limited nternational Limited
hote:  The have boea elimd d upon lid

(Continued)




42

CHLITINA HOLDING LIMITED AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(¢) Information on investment in Mainland China:

i)

Information on investment in Mainland China:

Unit: thousand deflars

Name of invester Issued | Method of Cumelative Jovesttni fow during) Cumulatjve Netincome |Direct / indirect] Invesiment Book Accumulated
Scope of business i ] current period investment {amount) on investmaent  {income (koss) remitiance of
in Maioland Chia capital {Note 1) | from Taiwanasel i R fatie] from Taiwan as of investee halding {Note ) value eamnings in
January 1, 2014 amount | namount | December 31, 2014 pelceilage current period
IChiisina Shanghai |Oaler of skincare products 235,921 3 . - - - 524,931 00 % 524931 1613288 -
fand wealth food m
\Weishuo peoduction and wading of 4207 (M E B - B 115,059 100 % 115054 674,397 B
kincare products &)
o IDealer of weakth products. | (Noie 3} 6] - - B - (20 o0 % 120 (20 B
Jend wealth food @
Weihu ltpvesting, dealer of skincare | (Nowed} (3} - - - - 35} in % (113 (117 -
Iproducts snd weelth food @
Yujia [Service in medical and 200,680 () - - - - 19037y o9 % B 85,077 -
Uty treatment 3
Note 1:  The methed of investment is divided imo the following four categories
(1) Remittance from third region compaies 1o invess in Mxinland China.
(2) Throughth ish of third region companies then investing in Mainland China
(3) Through trensfersing the investment o thitd region existing companies then investing in Maintand China.
(4) Orher methods: EX: delepated investnsits,
Note2:  Amounts of investment inconic (Joss) were recopnized based on:
(1) The francial statcments audited by an imemational accounting firm that has a coep lationship with ing firms of the Ropublic of China.

(2} The financial statemonts audited by the auditors of the parent company.

{3 Others
Notw

The capital has not been injected.
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ii} Limitation on investment in Mainland China:

Aggregate investment amount Approved investment Limitation on investment in
remitted from Taiwan to | (amount) by the Ministry of Mainland China in
Mainland China at the end of |[Economic Affairs Investment accordance with the
the period Commission regulations of Ministry of the
Economic Affairs Investment
Commission
- - - (Note)

Note: For foreign issuers listed on TWSE, investments in China need not be limited in
accordance with the Investment Commission, MOEA.

iii}y Significant transactions with investees in Mainland China:

Please refer to note 13(a) for transactions with investees in Mainland China for the year ended
December 31, 2014. All transactions were eliminated upon consolidating.

(14) Segment information

The Group is engaged in the manufacturing, distributing, and business operations of beauty products under
the brand of Chlitina.

The Group uses the following channels to endorse their products:
(a) Via direct marketing to its customers

(b) Through direct distribution of merchandise to its skin-care-service centers, wherein, the benchmark of
its net profits, required quota, and total assets for the three months ended December 31, 2014 and
2013 are below 10% of all the sales channels combined.

Furthermore, the management believes that the second channel mentioned above should not be classified as
a separate segment in the financial statements due to insufficiency in value, which thereupon, cannot be
used as a reference. Hence, the information on assets, liabilities, and capital expenditures cannot be
disclosed.

By the year ended 2014 and 2013, the Group had no major customer who constituted 10% or more of the
total revenue.

In presenting information on the basis of geography, segment revenue is based on the geographical location
of customers and segment assets are based on the geographical location of the assets.

2014 2013
Geographic information CNY TWD CNY TWD
Revenue from external customers:
China $ 601,464 2959322 541,110 2,614,697
Others 22.773 112,047 17.958 86,775
Total $_ 624,237 3.071,369 559,068 _ 2,701,472
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December 31,2013
CNY TWD

200,413 685,831
25,755 126,689

December 31, 2014
Geographical information CNY TWD
Non-current assets:
China $ 219,085 1,115,582
Others 28,010 142,627
Total $_ 247.095 1,258,209

226,168 1,112,520

Non-current assets include property, plant and equipment, intangible assets, and other assets. They do not

include financial instruments and deferred income tax assets.

(15) Total difference illustration between IFRS and the IFRS approved by Financial Supervisory

Commission R.0.C

The differences between the IFRS and the IFRS approved by the FSC (ROC) had no material impact on the
Group’s consolidated balance sheet as of December 31, 2014 and 2013, as well as the consolidated income

statement for the six months periods ended December 31, 2014 and 2013.



