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Independent Auditors' Review Report

To the Board of Directors
Regal Holding Co., Ltd.:

We have reviewed the accompanying consolidated balance sheets of Regal Holding Co., Ltd. (the "Company")
and its subsidiaries as of March 31, 2017 and 2016, and the related consolidated statements of comprehensive
income, changes in equity and cash flows for the three months ended March 31, 2017 and 2016. These
consolidated interim financial statements are the responsibility of the Company's management. Our
responsibility is to issue a report on these consolidated interim financial statements based on our review.

We conducted our reviews in accordance with Statement on Auditing Standard 36, "Engagements to Review
Financial Statements". A review consists principally of inquiries of the Company's personnel and analytical
procedures applied to financial data. It is substantially less in scope than an audit in accordance with the
generally accepted auditing standards, the objective of which is the expression of an opinion regarding the
consolidated interim financial statements taken as a whole. Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to the consolidated
interim financial statements referred to in the first paragraph in order for them to be in conformity with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and the International
Accounting Standard 34 "Interim Financial Reporting" endorsed by the Financial Supervisory Commission of
the Republic of China.

KPMG

Taipei, Taiwan (Republic of China)
May 9, 2017

Notes to Readers

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

The auditors’ review report and the accompanying consolidated financial statements are the English translation of the Chinese version
prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the English and
Chinese language auditors’ review report and consolidated financial statements, the Chinese version shall prevail.
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(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese)
Reviewed only, not audited in accordance with generally accepted auditing standards

REGAL HOLDING CO., LTD. AND ITS SUBSIDIARIES

Consolidated Statements of Comprehensive Income
For the three months ended March 31, 2017 and 2016
(Expressed in Thousands of New Taiwan Dollars , Except for Earnings Per Common Share)

Operating revenues (note 6(I))
Operating costs (notes 6(c), 6(d), 6(g), 6(h) and 12)
Gross profit
Operating expenses (rote 6(b), (d), (), (g), (h), (m), 7 and 12};
Selling expenses
Administrative expenses
Research and development expenses
Total operating expenses
Operating income
Non-operating income and expenses (note 6(n)):
Other income
Other gains and losses
Finance costs
Total non-operating income and expenses
Profit before tax
Less: Tax expense (note 6(i))
Profit
Other comprehensive income:
Other components of other comprehensive income that will be reclassified to profit or loss
Exchange differences on translation of foreign financial statements

Income tax related to components of other comprehensive income that will be reclassified to
profit or loss
Other comprehensive income

Total comprehensive income
Profit, attributable to:
Profit, attributable to owners of parent
Profit, attributable to non-controlling interests

Comprehensive income attributable to:
Comprehensive income, atiributable to owners of parent

Comprehensive income, attributable to non-controlling interests

Basic earnings per share (note 6(k))
Basic earnings per share

Diluted earnings per share

See accompanying notes to financial statements.

For the three months ended March 31

2017 2016
Amount % Amount %
§ 495291 100 684,047 100
336,529 8 491,400 2
158,762 _ 32 192,647 __ 28
15,099 3 15,848 2
46,796 9 44,765 7
18.173 4 29,179 4
80,068 16 89.792 i3
78.694 16 102,855 i5
891 - 787 -
(6,958) (2) (2,518) -
(1.010) __- (1.727) _ -
(707D _ & (3.458) _ -
71,617 14 99,397 15
__2075% __ 4 __ 28463 _ 4
50861 _10 _ 70934 _ 11
(16,274)  (3) gy -
(16.274) _ (3) (119) _ -
$ 34.587 7 70,815 11
$ 36,061 7 58,814 9
14,800 3 12,120 2
$ 50,861 10 70,934 13
§ 21,132 4 59,236 9
13.455 3 11,579 2
$ 34.587 7 70,815 _ 11
b3 1.06 1.84
3 i.06 1.81
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{English Translation of Consolidated Financial Statements'and Report Originally Issued in Chinese}
Reviewed only, not audited in accordance with generally accepted anditing standards

REGAL HOLDING CO., LTD. AND ITS SUBSIDIARIES
Consolidated Statements of Cash Flows
For the three months ended March 31, 2017 and 2016
(Expressed in Thousands of New Taiwan Dollars)

For the three months ended March 31

2017 2016
Cash flows from (used in) operating activities:
Profit before tax 8 7,617 99,397
Adjustments:
Adjustments to reconcile profit:
Depreciation expense 11,243 11,760
Amortization expense 1,025 1,015
Provision (reversal of provision} for bad debt expense (1,019 420
Interest expense 1,010 - 1,727
Interest income ¢y 9)
Loss on disposal of property, plan and equipment 1.448 84
‘Fotal adjustments to reconcile profit 13.698 14,997
Changes in operating assets and liabilities:
Changes in operating assets:
Notes receivable 2,419 (1,966)
Trade receivables 110,789 68,724
Other receivable (575) @2n
Inventories (7,084) 56,582
Other current assets {2.533) 391
Total ckanges in operating assets 103.016 122.928
Changes in operating lizbilities:
Notes payable 1,679 (14,808)
Trade payable (15,113) (18,537)
Other payables (21,455) (1407
Advance receipts (353) 1,005
Other current liabilities 541 (592)
Net defined benefit plan liabilities 439 805
Total changes in operating liabilities (34.262) (33.444)
Total changes in operafing assets and liabilities 68.754 80.484
Total adjustments 82.452 104,481
Cash inflow generated from operations 154,069 203,878
Interest received 9 9
Interest paid (830) (1,727)
Income taxes paid (337 (139)
Net cash flows from operating activities 152,911 202,021
Cash flows from investing activities:
Acquisition of property, plant and equipment (9,812) (9,855)
Proceeds from disposal of property, plant and equipment 175 297
Acquisition of intangible assets (2,589) (114)
Increase in other financial assets--non-current (256) (55)
Net cash flows from investing activities (12.478) (9.727)
Cash flows frem financing activities:
Increase in short-term loans 50,289 (17,278)
Increase in guarantee deposits received 78 117
Cash dividends (8.682) (17.875)
Net cash flows from financing activities 41.685 (35.036)
Effect of exchange rate changes on cash and cash equivalents (9,389 (1,642)
Net increase in cash and cash equivalents 172,729 155,616
Cash and cash equivalents at beginning of period 121,032 235.816
Cash and cash equivalents at end of period $ 293.761 391.432

See accompanying notes to financial statements.



(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese)
As of March 31, 2017 and 2016 reviewed only, not audited in accordance with the generally
accepted auditing standards

REGAL HOLDING CO., LTD. AND ITS SUBSIDIARIES
Notes to the Consolidated Interim Financial Statements

March 31, 2017 and 2016
(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history

Regal Holding Co., Ltd. (the "Company") was established in the Cayman Islands in October 2014. The
main purpose of the establishment, which resuited from organizational restructuring, was to apply for
Taiwan Stock Exchange Corporation (TWSE) in the Republic of China. On December 2014, after the
Company and Regal Jewelry Manufacture Co., Ltd. (RIM) swap its share to restructure the organization,
the Company become the holding company of RJM. The Company obtained Emerging Stock Market
registration in the Republic of China on November 28, 2016. The principal activities of RIM are
designing, manufacturing and selling jewellery and gem. Please refer to note 14.

(2) Approval date and procedures of the consolidated interim financial statements:

The board of directors authorized issuance of the consolidated interim financial statements on May 9,
2017. '

(3) New standards, amendments and interpretations adopted:

(a) Impact of the International Financial Reporting Standards ("IFRSs") endorsed by the Financial
Supervisory Commission, R.O.C. ("FSC") which have already taken effect

According to Ruling issued in year 2016, by the FSC, public entities are required to conform to the
[FRSs which were issued by the International Accounting Standards Board (IASB) before January 1,
2016, and were endorsed by the FSC on January 1, 2017 in preparing their financial statements. The
related new standards, interpretations and amendments are as follows:

Effective date per
New, Revised or Amended Standards and Interpretations ~ JASB

Amendments to IFRS 10, IFRS 12 and JAS 28 "Investment Entities: January 1, 2016
Applying the Consolidation Exception"
Amendments to IFRS 11 "Accounting for Acquisitions of Interests in Joint Januvary 1, 2016
Operations"
IFRS 14 "Regulatory Deferral Accounts” January 1, 2016
Amendment to IAS 1 " Presentation of Financial Statements-Disclosure January 1, 2016
Initiative"
Amendments to IAS 16 and TAS 38 "Clarification of Acceptable Methods January 1, 2016
of Depreciation and Amortization"
Amendments to IAS 16 and IAS 41 "Agriculture: Bearer Plants” January 1, 2016
Amendments to IAS 19 "Defined Benefit Plans: Employee Contributions" July 1, 2014
Amendment to IAS 27 "Equity Method in Separate Financial Statements” January 1, 2016

(Continued)



REGAL HOLDING CO., LTD. AND ITS SUBSIDIARIES
Notes to Consolidated Interim Financial Statements

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

Amendments to TAS 36 " Impairment of Non-Financial assets- Recoverable January 1, 2014
Amount Disclosures for Non Financial Assets"
Amendments to IAS 39 " Financial Instruments-Novation of Derivatives January 1, 2014
and Continuation of Hedge Accounting"
Annual Improvements to IFRSs 2010—2012 Cycle and 2011 —2013 Cycle July 1, 2014
Amnnual Improvements to IFRSs 2012-—2014 Cycle January 1, 2016
IFRIC 21 "Levies" January 1, 2014

The Consolidated Company assessed that the initial application of the above IFRSs would not have
any material impact on the consolidated financial statements.

(b) Newly released or amended standards and interpretations not yet endorsed by the FSC

The FSC announced that the Consolidated Company should apply IFRS 9 and IFRS 15 starting
January 1, 2018. As of the date, the Consolidated Company's financial statements were issued, the
FSC has yet to announce the effective dates of the other IFRSs. A summary of the new standards and
amendments issued by the IASB but not yet endorsed by the FSC as of the end of reporting date is as

follows:
Effective date per
New, Revised or Amended Standards and Interpretations ' IASB
IFRS 9 "Financial Instruments" January 1, 2018
Amendments to IFRS 10 and IAS 28 "Sale or Contribution of Assets Effective date to be
Between an Investor and Its Associate or Joint Venture" determined by IASB
IFRS 15 "Revenue from Contracts with Customers" January 1, 2018
IFRS 16 "Leases" January 1, 2019
Amendment to IFRS 2 "Clarifications of Classification and Measurement January 1, 2018
of Share based Payment Transactions"
Amendment to IFRS 15 "Clarifications of JFRS 15" January 1, 2018
Amendment to IAS 7 "Disclosure Initiative" January 1, 2017
Amendmént to IAS 12 "Recognition of Deferred Tax Assets for Unrealized January 1, 2017
Losses"
Amendments to IFRS 4 "Insurance Contracts"(Applicable for IFRS 9 January 1, 2018
"Financial Instruments" with [FRS 4 "Insurance Contracts")
Annual Improvements to IFRS Standards 20142016 Cycle:
IFRS 12 "Disclosure of Interests in Other Entities” January 1, 2017
IFRS 1 "First-time Adoption of International Financial Reporting January 1, 2018
Standards" and IAS 28 "Investments in Associates and Joint Ventures"
IFRIC 22 "Foreign Currency Transactions and Advance Consideration" January 1, 2018

(Continued)
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REGAL HOLDING CO., LTD. AND ITS SUBSIDIARIES
Notes to Consolidated Interim Financial Statements

Effective date per
New, Revised or Amended Standards and Interpretations IASB
Amendments to JAS 40 " Transition of Investment Property" January 1, 2018

The Consolidated Company is stili currently determining the potential impact of the standards listed
below:

Issuance / Release

Dates Standards or Interpretations Content of amendment
May 28,2014 IFRS 15 "Revenue from IFRS 15 establishes a five step model for
April 12,2016 Contracts with Customers" recognizing revenue that applies to all

contracts with customers, and will supersede
IAS 18 "Revenue," IAS 11 "Construction
Contracts," and a number of revenue related
interpretations.

The amendments issued on April 12, 2016,
clarify how to (i) identify performance
obligations in a contract; (ii} determine
whether a company is a principal or an agent;
(iii) account for a license for intellectual
property (IP); and (iv) apply transition
requirements.

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

(4) Summary of significant accounting policies:

Except the following accounting policies mentioned below, the significant accounting policies presented
in the accompanying interim consolidated financial statements are consistent with those applied in the
2016 consolidated financial statements. Please refer to note 4 to the 2016 consolidated financial

statements for related information.
(a) Statement of compliance

These interim consolidated financial statements have been prepared in accordance with the
"Regulations Governing the Preparation of Financial Reports by Securities Issuers” (hereinafter
referred to as the Regulations) and IAS 34 "Interim Financial Reporting" endorsed by the FSC, and
do not present all the disclosures required for a complete set of annual consolidated financial
statements prepared in accordance with the International Financial Reporting Standards,
International Accounting Statements, IFRIC Interpretations, and SIC Interpretations endorsed by the
FSC (hereinafter referred to as the IFRSs endorsed by the FSC).

(Continued)



(b)

(c)

(d)

11

REGAL HOLDING CO., LTD. AND ITS SUBSIDIARIES
Notes to Consolidated Interim Financial Statements

Basis of consolidation

The principles of preparation of the consolidated financial statements are the same as those in note
4(3) to the 2016 consolidated financial statements. Please refer to the 2016 consolidated financial
statements for related information.

A list of subsidiaries in the consolidated financial statements is as follows:

Percentage of ownership (%)

Name of Business March 31, December March 31,
investor Name of subsidiary activities 2017 31, 2016 2016
The Company Regal Jewelry Manufacture Co.,  Designing, manufacturing and 9999% 9999 %  99.99 %

Ltd.{ RIM) selling jewellery and gem
The Company GIO VAN GOGH (International)  Investment activities 100.00 % 100.00 %  100.00 %
Jewelry Ltd.{ GVG Hong Kong)
RIM Regal Plating Co., L1d.(RGP) Plating jewellery and gem 51.00% 51.00 % 51.00 %
GVGHong  Gio Van Gogh Shen Zhen Ptd Ltd. Selling jewellery and gem 100.00 % 100.00 %  100.00 %
Kong (GVG Shen Zhen)

In January 2016, GVG Hong Kong made a capital injection amounting to HKD4,000 thousands, and
it was invested fully by the Company.

In March 2016, GVG Shen Zhen made a capital injection amounting to RMB3,000 thousands, and it
was invested fully by the GVG Hong Kong,.

All subsidiaries of the Company are included in the consolidated financial statements.
Employee benefits

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

Income taxes

Tax expense in the interim financial statements is measured and disclosed according to paragraph
B12 of IAS 34 "Interim Financial Reporting”.

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

Temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their respective tax bases shall be measured based on the effective tax rate at the time
of realization or liquidation and recognized directly in equity or other comprehensive income as tax
expense.

(Continued)
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REGAL HOLDING CO., LTD. AND ITS SUBSIDIARIES
Notes to Consolidated Interim Financial Statements

(5) Significant accounting assumptions and judgments, and major sources of estimation uncertainty:

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

For the preparation of the interim consolidated financial statements, estimates and underlying assumptions
are reviewed on an ongoing basis in conformity with the IFRSs endorsed by the FSC and are consistent
with those disclosed in note 5 to the 2016 consolidated financial statements.

(6) Explanation of significant accounts:

(a)

(b)

Cash and cash equivalents
March 31, December March 31,
2017 31,2016 2016
Cash $ 1,934 1,829 675
Demand deposits 291,780 118,445 390,707
Checking deposits 47 758 50
Cash and cash equivalents in consolidated $ 293,761 121,032 391,432
statement of cash flows
Trade receivables and other receivables
March 31, December March 31,
2017 31,2016 2016
Notes receivables $ - 2,419 4,886
Trade receivables 230,260 341,049 331,146
Other receivables 2,463 1,888 4,536
Less: allowance for doubtful debts —trade (5,857) (7,020) (6,148)
receivables
$ 226.866 338,336 334.420

The aging analysis of trade receivables and other receivables that were past due but not impaired of
the consolidated company were as follows:

March 31, December March 31,

2017 31,2016 2016
Past due 1~90 days $ 49,929 136,932 55,236
Past due 91~180 days 939 783 23.678
A3 50,868 137,715 78.914

(Continued)
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The changes in the aforementioned allowance for doubtful accounts

were as follows:
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Individually  Collectively
assessed assessed

impairment  impairment Total
Januvary 1, 2017 $ 6,100 920 7,020
Impairment loss recognized (reversed) (975) (44) (1,019)
Foreign exchange loss (gain) (125) (19 {144)
March 31, 2016 S 5,000 857 5,857
January 1, 2016 $ 5,364 346 5,710
Impairment loss recognized (reversed) 125 295 420
Foreign exchange loss (gain) 21 3) 18
March 31, 2016 $ 5,510 638 6,148

The average credit terms of sales for the Consolidated Company is 30 days to 60 days. When
assessing the collectability of trade receivables, the Consolidated Company will consider any
changes of trade receivables from the date the original credit term was issued to the reporting date.
The impairment of trade receivables is based on individual customer's credit term, payment history
and current financial position. The Consolidated Company assesses that there was no objective
evidence of significant loss occurred in trade receivables and other receivables that were past due

but not impaired.

Inventories
March 31, 2017
Net
Allowance realizable
Cost for loss value

Raw materials ' $ 190,555 46,153 144,402
Work in process 112,597 7,317 105,280
Finished goods 12,839 1,285 11,554
Supplies and spare parts 20,668 3,274 17.394

' $ 336,659 58.029 278,630

(Continued)
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December 31, 2016
Net
Allowanee realizable
Cost for loss value
Raw materials $ 186,798 51,732 135,066
Work in process 124,581 18,160 106,421
Finished goods 11,619 1,741 9,878
Supplies and spare parts 23,503 3322 20.181
3 346.501 74,955 271,546
March 31, 2016
Net
Allowance realizable
Cost for loss value
Raw materials $ 205,012 45,922 159,090
Work in process 126,035 18,400 107,635
Finished goods 20,939 12,554 8,385
Supplies and spare parts 28.001 9.130 18.871
b 379.987 86,006 293,981

The changes in the aforementioned allowance for loss were as follows:

For the three months ended March 31

2017 2016
Beginning balances $ 74,955 70,725
Provision for (reversal of) devaluation and obsolescence (15,414) 15,229
of inventory
Foreign currency translation effects (1.512) 52
Year end balances $ 58,029 86,006

In addition to the normal cost of goods sold, the following loss and revenue were other items which

included in the Consolidated Company's operating costs :

For the three months ended March 31

2017 2016
Loss (reversal gain) on physical inventory devaluation  $ (15,414) 15,229
and obsolescence
Revenue from sale of scrap (i48) (587)
$ (15.562) 14,642

(Continued)
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As of March 31, 2017, December 31, 2016, and March 31, 2016, the Consolidated Company did not

pledge its inventory as collateral.

Property, plant and equipment

The cost, depreciation, and impairment losses of the property, plant and equipment of the

Consolidated Company in the three months ended March 31, 2017 and 2016, were as follows:

Machinery sand Transportation Office Lanod Equipment to
Land Buildings cquipment cquipment equipment Improvement he inspected Tatal
Cost or deemed cost:
Balance m January 1, 2017 5 158,111 197,794 270,288 15,320 100,596 9,123 - 751,431
Addition - 375 5281 4 1,301 2,851 2,812
Dispasals - () (2,383 &) (GL)) - (8433
Foreign qurrency translation effect 417 4.176) (5.690) a2 (2.128) a9n a3 (15369
Balanco at March 31, 2017 s 184574 193949 261,896 14991 99,332 9426 2838 736,906
‘Balanco at January 1, 2016 $ 159,785 197,154 261,174 13,644 93,205 9,363 1476 735804
Addicion . 143 6461 5 1,584 3 1,637 9,855
Dispesals . . 2,706 9 Q0,155
Reclassification 143 302 152 - 597) .
Forelgn curreacy translation effict 81 336 1047 58 3 40 (an 3,015
Balanos at March 31, 2016 5 160,462 198,276 266,260 13,707 94,866 9,416 2,505 TS5 519
Accumlaled depresiation and
impairment losses:
Balance at January 1, 2017 s - 117,964 M7 11,074 20,304 9,206 . 429,821
Depreciation . 2,63 5,386 389 2,329 16 - 11,243
Pisposals - ® {6,427 19 {405) - - (6,856)
Foreiga currcncy trnslation effect - £2.501) 4.456) Q35 .709 (195 - 9.090)
Balance at March 31, 2017 5 - 118,081 06376 11209 80,525 9.027 - 425,118
Balance st January 1, 2016 5 - 108,666 194,319 9,744 4972 9,236 - 396,937
Depreciation - 1m0 6,448 8 2257 1 . 1,760
Disposals - - @343 @ . - @77
Fozelgn eurrency translalion effect - 418 %1 36 304 39 . 1,338
Balance al March 31, 2016 H - 111,794 199,185 10,108 77302 9,292 - 4481
Camying amount;
Batance at Januazy 1, 2017 5 158,111 72830 52,015 4355 20,292 u7 - 321,620
Batance o March 31, 2017 5 154,71 15868 55,620 3,782 18,807 99 1338 311,788
Batance at Januagy 1, 2016 s 159,788 BE.438 66885 3900 18,233 127 1,476 338.867
Balance s March 31, 2016 s 160,468 26,452 57,095 1599 17,764 134 2,505 338,048

Please refer to note 8 for the disclosure of assets pledged as collateral for short-term loans.

(Continued)
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(e) Intangible assets

The cost, amortization , and impairment losses of the intangible assets of the Consolidated Company
in the three months ended March 31, 2017 and 2016, were as follows:

Computer
software
Costs:
Balance at January 1, 2017 $ 41,541
Additions 2,589
Foreign currency translation effect (885)
Balance at March 31, 2017 b 43,245
Balance at January 1, 2016 $ 39,927
Additions 114
Foreign currency translation effect 168
Balance at March 31, 2016 $ 40,209
Amortization and impairment loss:
Balance at January 1, 2017 $ 29,671
Amortization 1,025
Foreign currency translation effect (630)
Balance at March 31, 2017 $ 30,066
Balance at January 1, 2016 $ 26,031
Amortization 1,015
Foreign currency translation effect : 94
Balance at March 31, 2016 $ 27.140
Carrying amount:
Balance at January 1, 2017 $ 11,870
Balance at March 31, 2017 ) 13,179
Balance at January 1, 2016 $ 13,896
Balance at March 31, 2016 $ 13,069

(Continued)
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Short-term loans

March 31, December March 31,

— 2017 31,2016 2016
Secured loans 3 186.039 135,750 238,810
Unused credit lines $_ 1.370.487 1,454,335 1,283,145
Interest rate (%) 2.50-2.75 2.45~2.50 2.95-2.97

Please refer to note 8 for the information of the collateral for loans.
Operating leases

There were not any non-cancellable operating lease agreements at March 31, 2017, December 31,
2016, and March 31, 2016.

Operating lease expenses were as follows:

For the three months ended March 31

2017 . 2016
Operating costs $ 35 38
Operating expenses 456 383
Total $ 491 421

Employee benefits —defined benefit plans

Given there was no significant volatility of the market or any significant curtailments, settlements, or
other one-time events after the end of the prior fiscal year, pension cost in the interim financial
statements is measured and disclosed in accordance with the pension cost determined by the
actuarial report issued for the years ended December 31, 2016 and 2015.

The Consolidated Company's pension expenses recognized in profit or loss, were as follows:

For the three months ended March 31

2017 2016
Operating costs $ 520 489
Operating expenses . 358 259
$ 878 748

(Continued)
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Income taxes

(i) The Company was incorporated in the Cayman Isiands, where income tax is not required to be
paid. RIM & RGP's statutory income tax rate is 20%. GVG Hong Kong 's statutory income tax
rate is 16.5%. GVG Shenzhen's statutory income tax rate is 25%.

(ii) The amounts of income tax were as follows:

For the three months ended March 31
2017 2016
Current period $ 20,756 28.463

(iii) Examination and approval

In Thailand, where RIM and RGP operates, income taxes do not require approval by the tax
authority. Income taxes paid in prior years have received income tax receipts up to 2015. For
GVG Hong Kong and GVG Shen Zhen had been approved by the revenue department through
2015.

Share capital and other equity

Except for the following, there were no significant changes in the Consolidated Company's share
capital and other equity for the three months ended March 31, 2017 and 2016. Please refer to the
2016 consolidated financial statements for related information

The resolution was passed during the general meeting of shareholders held on March 9, 2017 for the
newly issuance of 4,240 thousand shares before applying for Taiwan Stock Exchange Corporation
(TWSE) in the Republic of China. In accordance with the Company's articles of incorporation, the
company shall set aside 10% of newly share amounting to 424 thousand shares for the company's
employees to subscribe. If the employees give up or undersubscribe the shares, chairman of the
board is authorized to appoint specific investors to subscribe. The relevant statutory procedures had
been effective on April 11, 2017.

Earnings distributions for 2016 and 2015 were decided in resolutions made by the board of directors
and shareholders on March 9, 2017 and May 20, 2016,respectively. The dividends distributed to
shareholders were as follows:

2016 2015
Amount per Total Amount per Total
share Amount share Amount
Dividends distributed to
shareholders:
Cash $ 3.375 114,480 12.62 403,660

(Continued)
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For year 2015, cash dividends of $244,336 thousand dollar, with $7.64 per share that resolved in
resolution was partly distributed from capital reserve. The earnings distribution information would
be available on the Market Observation Post System Website after the shareholder's meeting.

(k) Earnings per share
The calculation of basic and diluted earnings per share (EPS) was as follows:

For the three months ended March 31

2017 2016
Basic EPS:
Net income attributable to common shares b 36,061 58.814
Weighted-average number of common shares 33,920 32,000
outstanding (thousands shares)
Basic EPS (New Taiwan dollars) $ 1.06 1.84
Diluted EPS:
Net income attributable to common shares $ 36,061 58.814
shareholders of the Company
Weighted-average number of common shares 33,920 32,000
outstanding (thousands shares)
Potential dilutive effect on common stock (thousand
shares)
Influence of employee stock remuneration 18 530
Weighted- average number of common shares 33,938 32,530
outstanding- diluted( thousand shares)
Diluted EPS (New Taiwan dollars) $ 1.06 1.81

() Revenue
The details of revenue were as follows:

For the three months ended March 31
2017 2016
Sales of goods . ) 495,291 684,047

(Continued)
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(m) Employee compensation and directors’ and supervisors’ remuneration

)

According to the amendment of the Company's articles of incorporation which was approved by the
shareholders' meeting at May 20, 2016, no less than 1% of current-year profit income before tax
excluding employee's compensation remuneration of directors and supervisors shall be distributed as
employee compensation and no more than 3% of it as remuneration of directors and supervisors.
However, if the Company has an accumulated deficit, the profit should be used to offset the deficit.
Compensation and remuneration shall be made by way of cash but may also be made by stock or a
combination thereof. The recipients of stock and cash may include the employees of the Company's
affiliated companies who meet certain conditions decided by the board of directors of the Company.

The Company accrued $416 thousands and $3,030 thousands for employees' remuneration for the
three months ended March 31, 2017 and 2016,respectively. These amounts were calculated using the
Company's net income before tax without the remuneration to employees and directors for each
period, multiplied by the proposed percentage which is stated under the Company's proposed Article
of Incorporation. These remuneration were expensed under operating costs or expenses for each
period. If there are any subsequent adjustments to the actual remuneration amounts after the annual
shareholder' meeting, the adjustment will be regarded as changes in accounting estimates and will be
reflected in profit or loss in the following year.

For the year ended December 31, 2016 and 2015, the remuneration to employees amounted to
$2,153 thousands and $40,984 thousands, respectively, the remuneration to directors amounted to
$0. There was no difference from the resolution of the board of directors' meeting, the information is
available on the Market Observation Post System website.

Non-operating income and expenses
(i) Other income
The details of other income are as follows:

For the three months ended March 31

: 2017 2016
Interest Income $ 9 9
Rental Income - -

Others 882 778
b 891 787

(Continued)
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(ii) Other gains and losses
The details of other gains and losses are as follows:

For the three months ended March 31

2017 2016
Loss on disposal of property, plant and equipment  $ (1,448) (84)
Foreign exchange loss, net (5,227) (2,434)
Others (283) -
s (6.958) (2,518)

(iii) Finance cost
The details of finance cost are as follows:

For the three months ended March 31
2017 2016
Interest expense on loans from banks hY (1,010) (1,727)

Financial instruments

Except for the following, there was no significant change in the fair value of the financial
instruments of the Consclidated Company and its exposure to credit risk, liquidity risk and market
risk due from the financial instruments. Please refer to note 25 to the 2016 consolidated financial
statements for related information.

(i) Creditrisk

The Consolidated Company's trade receivable are obviously concentrated on the main
customers, which amounted to $125,367 thousands, $203,708 thousands, $204,960 thousands
respectively, accounted for 56%, 61% and 63% of the total amount of accounts receivable as
of March 31, 2017, December 31, 2016, and March 31, 2016, respectively.

(Continued)



22

REGAL HOLDING CO., LTD. AND ITS SUBSIDIARIES
Notes to Consolidated Interim Financial Statements

(i) Liquidity Risk

The following table shows the contractual maturity of the financial liabilities excluding the
impact of estimated interest.

Carrying Contractual Less than 1 More than 2
amount cash flows year 1-2 years years
March 31, 2017
Non-derivative financial liabilities
Shert-term bank loans $ 186,039 186,039 186,039 - -
Accruals payable 92318 92,318 92,318 - -
Refundable deposits _ 2,610 2,610 - - 2,610
$ 280,967 280,967 278,357 - 2,610
December 31, 2016
Non-derivative financial liabilities
Short-term bank loans $ 135,750 135,750 135,750 - -
Accruals payable 108,815 108,815 108,815 - -
Refundable deposits 2.532 2.532 - - ‘ 2,532
b 247.097 247,097 244,565 - 2,532
March 31, 2016
Non-derivative financial liabilities
Short-term bank loans b 238,810 238,810 238,810 - -
Accruals payable 101,412 101,412 101,412 - -
Refundable deposits 2,375 2,375 - - 2,375
g 342,597 342,597 340,222 - 2,375

(iii) Market risk- Currency risk
1)  Currency risk exposure

The Consolidated Company's significant exposure to foreign currency risk was as

follows :
Mareh 31, 2017 December 31, 2016 March 31, 2016
Foreign Foreign
Foreign currency currency
currency (in  Exchange {in Exchange {in Exchange

thousands) rate Amount  thousands) rate Amount_  thousands) rate Amount

Financial assets

Monetary items
usp $ 7,961 30.33 241,457 5,992 32,25 193,247 13,708 32,19 441,260

(Continued)
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Sensitivity analysis

The Consolidated Company's exposure to foreign currency risk mainly arises from the
translation of the foreign currency exchange gains and losses on cash and cash
equivalents, trade and other receivables, that are denominated in foreign currency.

A 1% appreciating (depreciating) of the NTD against the USD as at March 31, 2017 and
2016, would have increased (decreased) net profit before tax for the three months ended
March 31, 2017 and 2016, by $2,415 thousand and $4,412 thousand, respectively.

Exchange gains and losses of monetary items

Due to the numerous type of functional currency of the Consolidated Company, the
Consolidated Company disclose its exchange gains and losses of monetary items
aggregately. The Company's exchange loss, including realized and unrealized, were
$5,227 thousands and $2,434 thousands for the three months ended March 31, 2017 and
2016, respectively.

Interest rate analysis

Please refer to the notes on liquidity risk management and interest rate exposure of the
Consolidated Company's financial assets and liabilities.

If the interest rate had increased / decreased by 1%, the Consolidated Company's net income
before taxation would have increased / decreased by 1,860 thousands and 2,388 thousands for
the three months ended March 31, 2017 and 2016 with all other variable factors remaining
constant, This was mainly due to the Consolidated Company's borrowing at flexible.

Fair Value Information

1)

Categories and fair value of financial instruments

The financial assets of the Consolidated Company include cash and cash equivalents,
notes receivables, trade receivables, other receivables, other financial assets— non-
current. Financial liabilities measured at amortization cost include short-term loans, notes
payable, trade payables, other payables, and refundable deposits— non-current. Since the
book value of the aforementioned financial assets and liabilities is a reasonable
approximation of fair value, disclosures of fair value is not required.

{Continued)
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(p) Financial Risk Management

@

There were no significant changes in the objectives and policies concerning the financial risks the
Consolidated Company was exposed to. Please refer to the 2016 consolidated financial statements
for related information.

Capital management

The purpose, policy, procedures, and summarized quantitative data of the Consolidated Company's
capital management were the same as those disclosed in the 2016 consolidated financial statements.
Please refer to the 2016 consolidated financial statements for related information.

(7} Related-party transactions:

(a)

(®)

(©)

Parent company and its ultimate control entity
The company is the ultimate cortrolling of the Group.
Significant transactions with related parties — Guarantee

The Consolidated Company's key management provided personal guarantee for bank loans of
consolidated company without any guarantee fees.

Key management personnel compensation
Key management personne] compensation comprised:

For the three months ended March 31

2017 2016
Short-term employee benefits $ 6,693 7,160
Post-employment benefits 1,059 269
' $ 7,752 7429

{Continued)
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(8) Pledged assets:

The carrying amounts of pledged assets were as follows:

25

March 31, December March 31,
Pledged assets Object 2017 31,2016 2016
Land Short-term loans $ 146,568 149,728 151,962
Buildings Shart-term loans 43,195 45,705 51,192
Other financial assets (non- Electricity guarantee 3,999 4,080 4,090
current)
$ 193,762 199,513 207,244
(9) Significant commitments and contingencies:
The credit line of guarantee provided by bank were as follows:
March 31, December March 31,
2017 31,2016 2016
Electricity guarantee $ 3,769 3.846 3,855
{10) Losses due to major disasters:None
(11) Subsequent events:None
(12) Other:
A summary of personnel costs, depreciation, depletion and amortization is as follows:
For the three months ended March 31
Function 2017 2016
Operating (Operating Operating |Operating
Account cost expenses Total cost expenses Total
Personnel costs '
Salaries 113,509 43,209 156,718 146,373 54,704 201,077
Health insurance - 156 156 - 32 32
Pension 520 358 878 489 259 748
Other personnel expense 3,173 5,023 8,196 3,315 5,384 8,699
Depreciation 7,166 4,077 11,243 7,683 4,077 11,760
IAmortization - 1,025 1,025 - 1,015 1,015

(Continued)
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The follewing were the information on significant transactions required by the "Regulations Governing the Preparation of
Financial Reports by Securities Issuers" for the Consolidate Company for the three-months ended March 31, 2017:

(0

Lending to other parties:None

(ii) Guarantees and endorsements for other parties:None

(iii} Information regarding securities held at the reporting date (subsidiary, associates and joint ventures not included):None

(iv) TInformation regarding purchase or sale of securities for the peried exceeding 300 million or 20% of the Company’s paid-in

capital:None
(v) Information on acquisition of real estate with purchase amount exceeding 300 million or 20% of the Company’s paid-in
capital:None
(vi) Information regarding receivables from disposal of real estate exceeding 300 million or 20% of the Company’s paid-in
capital:None
(vii) Information regarding related-parties purchases and/or sales exceeding 100 million or 20% of the Company’s paid-in
capital:
Transgctions in terms other Note and accounts receivable
Transaction details than the repular terms {pavable)
Ending balance|
of notes and  |Percentage of tota
Percentage of aceounts  [nofes and ACooUnts
Name of Nature of Credit terms receivable receivable
PurchasefSale {davs) Unit price |Pavment term avable} (payahle} Note
RGP [Sales withind Sdays  [Note 1 - 76,941 59.79 [Nate 2
Noie 1@ The price was calculated by the mutual negotiable prices.
Note 2: Related-party have been eliminated in the preparation of the d financial
(viii} Information regarding receivables from related-parties exceeding 100 million or 20% of the Company’s paid-in capital::
Amounts received
Name of Nature of Ending Turnover Overdue in subsequent Allowance
company Counter-party relationship | belance (Note 2} rate Amount Action taken period (Note 1) for bad debis
GP RIM M' subsidiary 76,541 4,13 - 36,778 -
ompany

Note 1: For petiod ended 04 May 2017.

Note 2: Related-party transactions have been eliminated in the preparation of the consolidated financial statements. -

(ix) Information regarding trading in derivative financial instruments: None

(x) Significant transactions and business relationship between the parent company and its subsidiaries for the three months

ended March 31, 2017;
Nature of Intercompany fransactions
No. |[Namgc of company| Name of counter-party relationship Account name Amount Trading terms Pc:ﬁf'::i‘:lzz :::-ctolal assels
1 RGP RIV 1 Sales 101,451 [The price calculation 20.48%
lis made by the consent
lof the both parties.
1 RGP RIM 1 [Trade receivables 76,941 [Within 45 days 6.57%

(Continued)
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Note 1:  Company numbering as follow:
Lrepresent RGP »

Note2:  The numbering of the relationship between transaction parties as follows:
1. Subsidiary to parent company,

Note3:  The account should be disclosed if the amount is over 1% of the total assets from the statement of financial position and total operating revenue from the
statement of comprehengive income,

(b) Related information on investee companies:

The following is the information on investees for the three months ended March 31, 2017 {excluding information on investees in Mainland China):

{In Thousands of New Tawan Dallars’

Main Oripinal invesiment smannt Balance as of March 31, 2017 Nel income
Name of Name of Shares Perteniage of Carrying (loases) profisosses of
invesior investee Laeation businesses and producis March 31, 2017 [[lecember 31,2018 {thonsands) wrerghij yalne ofinvestes Nate
[Thailand [Designing, Manulzcturing 2nd Selling 306,000 300,000 4,545,598 711,586 51,899 51,892 [Eliminate in the
ieweilery and gem leonsalidated
Hinancial slatements
VG Hong [::ng Korg [[ivestment Activilies 22,050 4,050 5,000,000 8,619 (1,806 {1,306) -
ong
arland [Plating jewellery end gem 11647 11,647 127,500 61,611 30,205 15,405 e

(¢) TInformation on investment in mainland China:

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

(In Thousands of New Taiwan Dollars)

Investment amount Cumulaied Current | Sharcholding
Accumulated outflow of remltted or recovered | investment amount | profit of |ratio of direct| Book value of
Major I [« i amownt remilied from investee | orindirect | In i at| A ]
Nameof |  business Pald-In Method remitted from Tabwan at Taiwan at end of | company |investment of| gains or losses | end of year invesiment
invetiee projeel Capiial {noied) beginning of period Remiftanee] Reeovery perivd nate 3)_|the company. Incame remitied
'G (ShenSeling jewdllery RMB 4,000 2 (noted) toted) | (moteq) (vote 4) (1,246 108.00 % {1,746 7,368 -
nd gem

Nelel: Invesiment methods are divided into the following three kinds:
{1]tnvest in Maintand China directly
{2)Invest in GVG Hong Kong, and then invest in Mainland Chinz.

(3)0ther methods «

Nole2: Long-lerm invesiment o1 end of period and investmenl gains or kisses have been elfiminated in the preparetion of the financial .

Note: Quarer financial statemenl of the investes company were examined by the suditors of parent company. Those investment gains or losses end of The investment at end of period have been recognized by 1he squity method
based en the financist of the i

Note 4 :The Company is nol & Teiwen local company, so no invesiment emoun is shown.
(ii) Limitation on investment in Mainland China:None

(iif) Significant inter-company transactions with the Mainland China investee company:None

(Continued)
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(14) Segment information:

For the three months ended March 31

2017
Manufacturing
and Selling Adjustments
jewellery and Electric plating and
gem department department eliminations Total
Revenue:
Revenue from external customers $ 495,138 153 - 495291
Revenue from transactions with other - 101,451 (101.451) -
operating segments
Total revenue 3 495,138 101,604 (101,451) 495,291
Reportable segment profit or loss b} 41,412 30,205 - 71,617
For the three months ended March 31
2016
Manufacturing
and Selling Adjustments
jewellery and Electric plating and
gem deparitment department eliminations Total
Revenue:
Revenue from exiernal customers $ 684,047 .- - 684,047
Revenue from transactions with ather 78 74,511 (74.589) -
operating segments
Total revenue 5 684,125 74,511 (74,589) 684,047

Reportable segment profit or loss $ 74,662 24,735 - 99,397




