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DECLARATION OF CONSOLIDATION OF FINANCIAL STATEMENT S OF AFFILIATES

The companies required to be included in the cadfest@ld financial statements of affiliates in acemrce
with the “Criteria Governing the Preparation of iifition Reports, Consolidated Business Reports and
Consolidated Financial Statements of Affiliated étptises” for the year ended December 31, 2016 are
all the same as the companies required to be iedlird the consolidated financial statements of rgare
and subsidiary companies as provided in InternatioRinancial Reporting Standards No. 10,
“Consolidated Financial Statements”. Relevantimi@tion that should be disclosed in the consoldiate
financial statements of affiliates has all beertldised in the consolidated financial statementsawént

and subsidiary companies. Hence, we have not mrépa separate set of consolidated financial

statements of affiliates.

Very truly yours,
NIEN HSING TEXTILE CO., LTD.

By

YI-FUNG, CHEN
Chairman

March 16, 2017



INDEPENDENT AUDITORS’ REPORT

The Board of Directors and the Shareholders
Nien Hsing Textile Co., Ltd.

Opinion

We have audited the accompanying consolidated dinbstatements of Nien Hsing Textile Co., Ltd. ard
subsidiaries (the Group), which comprise the cadatéd balance sheets as of December 31, 2016 Gl 2
and the consolidated statements of comprehensiaani@, changes in equity and cash flows for thesytrem
ended, and the notes to the consolidated finastaéments, including a summary of significant acting
policies.

In our opinion, the accompanying consolidated foainstatements present fairly, in all materialpess, the
consolidated financial position of the Group aPeicember 31, 2016 and 2015, and its consolidatehdial
performance and its consolidated cash flows for ytbars then ended in accordance with the Regukation
Governing the Preparation of Financial Reports BcuBities Issuers, International Financial Repgrtin
Standards (IFRS), International Accounting Stansla(tAS), IFRIC Interpretations (IFRIC), and SIC
Interpretations (SIC) endorsed by the FinancialeBuipory Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Ré&igas Governing Auditing and Attestation of Finél
Statements by Certified Public Accountants andtmgistandards generally accepted in the Republichina.
Our responsibilities under those standards aredudescribed in the Auditors’ Responsibilities tioe Audit of
the Consolidated Financial Statements section ofeport. We are independent of the Group in atace
with The Norm of Professional Ethics for CertifiBdiblic Accountant of the Republic of China, and hveee
fulfilled our other ethical responsibilities in ardance with these requirements. We believe tmataudit
evidence we have obtained is sufficient and apjmatgpto provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in oofegsional judgment, were of most significancetn audit of
the consolidated financial statements for the yealed December 31, 2016. These matters were addras
the context of our audit of the consolidated finahstatements as a whole, and in forming our apirthereon,
and we do not provide a separate opinion on thegters.

Impairment of Trade Receivables

The accounting policies and critical accountingnestes for impairment of trade receivables areoaein Note
4 (12) and Note 5. Refer to Note 11 for detailthef balance of trade receivables.



Description

The trade receivables impairment assessment igl lmesthe judgment of the management for the oveatge
other specific risks, and the future cash flowlsastimated with the judgment of the managemelfitthe

future actual cash flow is less than the book valuthe asset, significant impairment losses maynbarred.
The impairment of trade receivables involving thegment and estimation of the management is deéwnieel
one of the key audit matters for the year.

Audit Procedures

The main auditing procedures for the key audit enaite as follows:

1. Understand and evaluate the design and implettiemtof the internal controls related to tradesieables
impairment.

2. Test the correctness of the aging of trade vabées, and compare and analyze the differencedestw
aging and bad debts.

3. Review the correctness on the management’sifitasisn based on the attributes of trade recdasland
assess the reasonableness of the ratio for theaalte per bad debt policy that serves as the basibe
calculation of the appropriateness of impairmessjsample bad debt collection in the subsequeiddpe
to ensure the collectability of outstanding recblea.

Impairment of Inventories

Refer to Note 4 (6) and Note 5 for the accountinlicpes and critical accounting estimates usedrfgentory
impairment assessment, and refer to Note 12 faildetf the balance of inventories.

Description

The impairment of inventories is measured at a tovest and net realizable value. When the netzadzle
value of inventory is lower than the cost, the \alloce for inventory valuation and obsolescence &ss
recognized. The impairment of inventories involvimgnagement’s judgment and estimation is deemdu to
one of the key audit matters for the year.

Audit Procedures

The main auditing procedures for the key audit enaite as follows:

1. Understand and evaluate the design and impletiemtof the internal controls related to inventory
impairment.

2. Confirm and assess whether inventory is outatd dr damaged at the end of the year.

3. Test the correctness of the aging of the invgraid the end of the period and assess the redsoess of
the management’s estimation on loss for markeepicline and the policy on obsolete and slow-nwvin
inventories; sample net realizable value related ttavalidate the appropriateness of the lostifer

Other Matter

We have also audited the parent company only fiahstatements of Nien Hsing Textile Co., Ltd. &suad for
the years ended December 31, 2016 and 2015 on wieidtave issued an unmodified opinion.



Responsibilities of Management and Those Charged thi Governance for the Consolidated Financial
Statements

Management is responsible for the preparation amdpfesentation of the consolidated financialestagnts in
accordance with the Regulations Governing the Patipa of Financial Reports by Securities Issuairs
International Financial Reporting Standards (IFR8)ternational Accounting Standards (IAS), IFRIC
Interpretations (IFRIC), and SIC InterpretationdQ)Sendorsed and issued into effect by the Findncia
Supervisory Commission of the Republic of China] #or such internal control as management detersnise
necessary to enable the preparation of consolidatadcial statements that are free from materigstatement,
whether due to fraud or error.

In preparing the consolidated financial statememtsagement is responsible for assessing the Grayility
to continue as a going concern, disclosing, asiegige, matters related to going concern and uieggoing
concern basis of accounting unless management ditieeds to liquidate the Group or to cease opm1st or
has no realistic alternative but to do so.

Those charged with governance, including supersjsare responsible for overseeing the Group’s Gi@n
reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assuraboet avhether the consolidated financial statemestsa
whole are free from material misstatement, whether to fraud or error, and to issue an auditongorethat
includes our opinion. Reasonable assurance iglalavel of assurance, but is not a guaranteeathatudit
conducted in accordance with the auditing standgeseerally accepted in the Republic of China wlilNays
detect a material misstatement when it exists. stdiements can arise from fraud or error and amsidered
material if, individually or in the aggregate, theguld reasonably be expected to influence the @oan
decisions of users taken on the basis of theseotidated financial statements.

As part of an audit in accordance with the audist@ndards generally accepted in the Republic aiahwve
exercise professional judgment and maintain prajaasskepticism throughout the audit. We also:

1. Identify and assess the risks of material misstant of the consolidated financial statementgthdr due
to fraud or error, design and perform audit procesluesponsive to those risks, and obtain auditegeie
that is sufficient and appropriate to provide aiddsr our opinion. The risk of not detecting ateréal
misstatement resulting from fraud is higher than doe resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misreg@etations, or the override of internal control.

2. Obtain an understanding of internal controlvatd to the audit in order to design audit proceduhat are
appropriate in the circumstances, but not for thgp@se of expressing an opinion on the effectiverds
the Group’s internal control.

3. Evaluate the appropriateness of accounting ipsliused and the reasonableness of accountingagssim
and related disclosures made by management.

4. Conclude on the appropriateness of managemese'®f the going concern basis of accounting aased
on the audit evidence obtained, whether a matariakrtainty exists related to events or conditithra
may cast significant doubt on the Group’s abilycbntinue as a going concern. If we conclude #hat
material uncertainty exists, we are required towdettention in our auditors’ report to the related
disclosures in the consolidated financial statement if such disclosures are inadequate, to maoalifty
opinion. Our conclusions are based on the audiie@ce obtained up to the date of our auditorsorep
However, future events or conditions may causeésitmp to cease to continue as a going concern.



5. Evaluate the overall presentation, structure @ndent of the consolidated financial statemeintduding
the disclosures, and whether the consolidated dinhatatements represent the underlying transastod
events in a manner that achieves fair presentation.

6. Obtain sufficient and appropriate audit evidereggarding the financial information of entitiesharsiness
activities within the Group to express an opiniom e consolidated financial statements. We are
responsible for the direction, supervision, andfgrerance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governaegarding, among other matters, the planned scoge an
timing of the audit and significant audit findingscluding any significant deficiencies in interr@ntrol that
we identify during our audit.

We also provide those charged with governance avigitatement that we have complied with relevartaith
requirements regarding independence, and to conuaenivith them all relationships and other mattbet
may reasonably be thought to bear on our indepeedamd where applicable, related safeguards.

From the matters communicated with those chargéd gavernance, we determine those matters that efere
most significance in the audit of the consolidafiedncial statements for the year ended Decembe316
and are therefore the key audit matters. We desdhiese matters in our auditors’ report unless daw
regulation precludes public disclosure about théen@r when, in extremely rare circumstances, etermnine
that a matter should not be communicated in ouortdpecause the adverse consequences of doing@d wo
reasonably be expected to outweigh the public éstdsenefits of such communication.

The engagement partners on the audit resultinbisnindependent auditors’ report are Jiang Mingaad Ye
Shujuan.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 16, 2017

Notice to Readers

The accompanying consolidated financial statemangsintended only to present the consolidated firen
position, financial performance and cash flows iocerdance with accounting principles and practices
generally accepted in the Republic of China and timise of any other jurisdictions. The standards,
procedures and practices to audit such consoliddiedncial statements are those generally appliedhie
Republic of China.

For the convenience of readers, the independentasdreport and the accompanying consolidatedafioial
statements have been translated into English frbendriginal Chinese version prepared and used i th
Republic of China. If there is any conflict betwélge English version and the original Chinese igr®r any
difference in the interpretation of the two versipthe Chinese-language independent auditors’ repod
consolidated financial statements shall prevail.



NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6)
Available-for-sale financial assets - current (ofeand 8)
Notes receivable (Note 11)
Trade receivables, net (Notes 4, 5 and 11)
Other receivables (Note 11)
Inventories (Notes 4, 5 and 12)
Prepayments
Other financial assets - current (Note 31)
Other current assets

Total current assets

NON-CURRENT ASSETS
Available-for-sale financial assets - non-currébtes 4 and 8)
Financial assets carried at cost - non-currentégdidtand 9)
Debt investments with no active market - non-cur(bdlotes 4 and 10)
Investments accounted for using the equity methtmdegs 4 and 14)
Property, plant and equipment (Notes 4, 15 and 31)
Investment properties (Notes 4 and 16)
Technical know-how (Notes 4 and 17)
Deferred tax assets (Notes 4 and 25)
Prepayments for equipment
Refundable deposits
Long-term prepayments for lease

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term borrowings (Note 18)
Notes payable (Note 19)
Trade payables (Note 19)
Other payables to related parties (Note 30)
Other payables (Note 20)
Current tax liabilities (Notes 4 and 25)
Provisions for onerous contracts (Notes 4 and 21)
Current portion of long-term borrowings (Note 18)
Other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES
Long-term borrowings (Note 18)
Deferred tax liabilities (Notes 4 and 25)
Net defined benefit liabilities - non-current (Nst and 22)
Guarantee deposits received

Total non-current liabilities
Total liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY

Capital stock
Capital surplus
Retain earnings

Legal reserve

Unappropriated earnings

Total retain earnings

Other equity

Total equity attributable to owners of the Company
NON-CONTROLLING INTERESTS
Total equity

TOTAL

The accompanying notes are an integral part of¢imsolidated financial statements.

(With Deloitte & Touche audit report dated March 2617)

201¢ 201¢

Amount Amount %
$ 2,107,037 $ 1,614,577 12
30,430 43,139 -
3,638 3,428 -
2,221,961 2,300,591 17
44,051 39,856 -
2,780,856 3,199,462 24
350,758 327,626 2
50 - -
71,421 107,815 1
7,610,202 7,636,494 56
280,908 398,228 3
1,343,769 1,411,086 11
352,130 370,273 3
292,258 319,149 2
2,838,156 2,932,504 22
24,275 24,275 -
9,550 - 19,492 -
272,878 2 263,266 2
72,149 1 140,901 1
17,694 - 22,141 -
36,467 - 38,264 -
5,540,234 5,939,579 44
$ 13,150,436 $ 13,576,073 100
196,40t 462,36 3
113,30! 141,93 1
433,32¢ 434,54: 3
39,90: 24,91( -
73E,297 677,20: 5
53,44: 67,05’ 1
- 8,65 -
364,00( - -
54,09: 59,87( 1
1,989,77! 1,876,53 14
54600C 910,00( 6
459,45! 391,28 3
231,62: 370,33! 3
444 506 -
1,237,52; 1,672,12. 12
3,227,29, 3,548,66! 26
4,000,001 4,000,00t 29
410,58¢ 410,58t 3
2,208,88: 2,141,36! 16
3,389,97. 3,316,05z 24
5,598,851 5,457,411 40
(153,44) 88,66: 1
9,855,99: 9,956,66. 73
67,14¢ 70,75( 1
9,923,14 10,027.,41 74
$13,150,43 $ 13,576,07 10C



NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

OPERATING REVENUES (Notes 4 and 30)
Sales
Less: Sales returns and allowances
Net sales
Processing income

Total operating revenues

OPERATING COSTS (Notes 12, 22 and 24)
Cost of goods sold
Processing cost

Total operating costs
GROSS PROFIT
OPERATING EXPENSES (Note 24)
Selling
Administrative
Research and development
Total operating expenses
OPERATING INCOME
NON-OPERATING INCOME AND EXPENSES
(Notes 14 and 24)
Other income
Other gains and losses
Finance costs
Share of profit of associates
Total non-operating income and expenses
PROFIT BEFORE INCOME TAX
INCOME TAX EXPENSE (Notes 4 and 25)

NET PROFIT FOR THE YEAR

2016 2015
Amount % Amount %
$ 13,067,331 101 $ 12,791,568 100
89,241 1 23,498 -
12,978,090 100 12,768,070 100
31,759 - 36,579 -
13,009,849 100 12,804,649 100
11,372,959 88 11,375,391 89
36,954 - 46,527 -
11,409,913 88 11,421,918 89
1,599,936 12 1,382,731 11
523,786 4 488,855 4
215,833 2 189,815 2
39,288 - 35,633 -
778,907 6 714,303 6
821,029 6 668,428 5
194,142 2 159,159 1
(120,199) Q) (9,987) -
(15,747) - (19,762) -
37,447 - 24,532 -
95,643 1 153,942 1
916,672 7 822,370 6
186,139 1 150,446 1
730,533 6 671,924 5
(Continued)



NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

OTHER COMPREHENSIVE LOSS (Notes 22, 23

and 25)

Items that will not be reclassified subsequently to

profit or loss:

Remeasurement of defined benefit plans

Income tax relating to items that will not be
reclassified subsequently to profit or loss

Items that may be reclassified subsequently tatprof

or loss:
Exchange differences on translating foreign
operations

Unrealized loss on available-for-sale financial

assets
Share of other comprehensive income of

associates accounted for using the equity

method
Income tax relating to items that may be
reclassified subsequently to profit or loss

Other comprehensive loss for the year, net of

income tax

TOTAL COMPREHENSIVE INCOME FOR THE
YEAR

NET PROFIT (LOSS) ATTRIBUTABLE TO:
Owner of the Company
Non-controlling interests

TOTAL COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO:
Owner of the Company
Non-controlling interests

EARNINGS PER SHARE (Note 26)
From continuing operations
Basic
Diluted

The accompanying notes are an integral part ofdinsolidated financial statements.

(With Deloitte & Touche auditors’ report dated Mart6, 2017)

-8-

2016 2015
Amount % Amount %
10,483 - $ (21,818) -
(1,782) - 3,709 -
(136,688) Q) (82,996) Q)
(130,029) Q) (72,341) -
258 - 16,593 -
22,956 - 14,777 -
(234,802) (2) (142,076) 1)
495,731 4 $ 529,848 4
732,743 6 $ 675,219 5
(2,210) (3,295)
730,533 6 $ 671,924 5
499,335 4 $ 530,405 4
(3,604) - (557) -
495,731 4 $ 529,848 4
$ 1.83 $ 169
$ 1.83 $ 1.69
(Concluded)



NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars, Except Per Sha Amounts)

BALANCE AT JANUARY 1, 2015

Effect of retrospective application and retrospexcti
restatement

BALANCE AT JANUARY 1, 2015 AS RESTATED
Appropriation of the 2014 earnings
Legal reserve

Cash dividends distributed by the Company - NT$E8
share

Net profit (loss) for the year ended December 31,52

Other comprehensive income (loss) for the year @nde
December 31, 2015, net of income tax

Total comprehensive income (loss) for the year dnde
December 31, 2015

BALANCE AT DECEMBER 31, 2015 AS RESTATED
Appropriation of the 2015 earnings
Legal reserve

Cash dividends distributed by the Company - NT$ES
share

Net profit (loss) for the year ended December 162

Other comprehensive income (loss) for the year @nde
December 31, 2016, net of income tax

Total comprehensive income (loss) for the year énde
December 31, 2016

BALANCE AT DECEMBER 31, 2016

Equity Attributable to Owners of the Company

Capital Stock Issued and
Outstanding (Note 23)

Thousand Shares Amount
400,000 $ 4,000,000
400,000 4,000,000
400,000 4,000,000
400,000 $ 4,000,000

The accompanying notes are an integral part ofdimsolidated financial statements.

(With Deloitte & Touche auditors’ report dated Mart6, 2017)

Capital Surplus

Retained Earnings
(Notes 22, 23 and 25)

Other Equity

(Note 23) Legal Reserve
$ 410,589 $ 2,071,361
410,589 2,071,361

- 69,999

- 69,999

410,589 2,141,360

- 67,522

- 67,522

$ 410,589 $ 2,208,882

Exchange
Differences on
Translating
Foreign
Unappropriated Operations
Earnings (Notes 23 and 25)
$ 3,453,798 $ (130,096)
(4,857) -
3,448,941 (130,096)
(69,999) -
(720,000) -
(789,999) -
675,219 -
(18,109) (72,145)
657,110 (72,145)
3,316,052 (202,241)
(67,522) -
(600,000) -
(667,522) -
732,743 -
8,701 (112,080)
741,444 (112,080)
$ 3,389,974 $ (314,321)

Unrealized Gain

(Loss) on

Available-for-sale
Financial Assets

(Note 23)

$ 345,463

345,463

(54,560)

(54,560)
290,903

(130,029)

(130,029)
$ 160,874

Total

$ 10,151,115

(4,857)

10,146,258

(720,000)

(720,000)
675,219

(144,814)

530,405

9,956,663

(600,000)
(600,000)

732,743

(233,408)

499,335

$ 9,855,998

Non-controlling
Interests
(Note 23)

$ 71,307

71,307

(3,295)

2,738

(557)
70,750

(2,210)

(1.394)

(3.604)
$ 67,146

Total Equity

$ 10,222,422

(4,857)

10,217,565

(720,000)

(720,000)
671,924

(142,076)

529,848

10,027,413

(600,000)
(600,000)

730,533

(234,802)

495,731

$ 9,923,144



NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars)

201¢
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax $ 916,672
Adjustments for:
Depreciation expenses 569,462
Amortization expenses 11,205
Impairment loss recognized (reversal of impairment loss) on trade
receivables 42,191
Net gain on fair value change of financial assets designatedeaas at
value through profit or loss (2,219)
Finance costs 15,747
Interest income (35,390)
Dividend income (38,115)
Share of profit of associates (37,447)
Loss (gain) on disposal of property, plant and equipment 7,951
Net loss (gain) on disposal of investments 2,663
Impairment loss recognized on financial assets 52,931
Write-down (reversal of write-down) of inventories 22,957
Changes in operating assets and liabilities
Financial assets held for trading 2,219
Notes receivable (210)
Trade receivables 36,957
Other receivables 6,324
Inventories 395,649
Prepayments (23,132)
Other current assets 36,394
Financial liabilities held for trading -
Notes payable (28,629)
Trade payables (1,215)
Trade payables to related parties 14,991
Other payables 57,963
Provisions for onerous contracts (8,654)
Other current liabilities (5,778)
Net defined benefit liabilities - non-current (128,229)
Cash generated from operations 1,883,258
Income tax paid (120,021)
Net cash generated from operating activities 1,763,237
CASH FLOWS FROM INVESTING ACTIVITIES
Redemption of debt investments with no active market -
Purchase of financial assets measured at cost (20,696)
Proceeds on sale of financial assets measured at cost 9,399
Return of capital on financial assets carried at cost -
Return of capital on investments accounted for by the equity method 42,227
Acquisition of property, plant and equipment (103,578)

-10 -

201¢

$ 822,370

725,409
11,172

(17,329)

(297)
19,762
(36,667)
(37,599)
(24,532)
(1,823)
(8,043)
2,004
(70,568)

297
2,331
20,801
(5,103)
156,133
(84,976)
22,239
(102)
6,615
(40,204)
(10,366)
(16,954)
4,051
4,251
(5,175)
1,437,697

(105,123)

1,332,574

95,010
(30,655)
8,043
2,531
7,366
(93,361)
(Continued)



NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars)

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

Increase (decrease) in other financial assets

Increase in prepayments for equipment

Interest received

Dividend received

Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in short-term borrowings
Refund of guarantee deposits received
Cash dividends paid
Interests paid
Net cash used in financing activities

EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE
OF CASH HELD IN FOREIGN CURRENCIES

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, AT THE BEGINNING OF THE
YEAR

CASH AND CASH EQUIVALENTS, AT THE END OF THE YEAR

201¢

$ 2,547
4,447

(50)
(342,182)
35,579
60,484

(311,823)

(265,961)
(62)
(600,000)
(15,836)

(881,859)

(77,095)

492,460

1,614,577

$ 2,107,037

The accompanying notes are an integral part of the consolidated finaaigaients.

(With Deloitte & Touche auditors’ report dated March 16, 2017)

-11 -

201¢

$ 4,251
1,236

3,889
(283,165)
46,389
51,270

(187,196)

(173,592)
(344)
(720,000)
(20,035)

(913,971)

(46,596)

184,811

1,429,766

$ 1,614,577

(Concluded)



NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. GENERAL INFORMATION

Nien Hsing Textile Co., Ltd. (the Company) was established in 1986@s listed on the Taiwan Stock
Exchange. The Company spins cotton into yarns and weaves, dyes, anthsedisfal cloths.

The Company and Chih Hsing Textile Co., Ltd. merged effectiye 1, 2000, with the Company as the
survivor entity.

The consolidated financial statements are presented in the @gmbanctional currency, New Taiwan
dollars.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved by th@&grs board of directors on March 16,
2017.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDAR DS AND INTERPRETATIONS

a. Amendments to the Regulations Governing the Preparatiomaridial Reports by Securities Issuers
and the International Financial Reporting Standards (IFR&grational Accounting Standards (IAS),
Interpretations of IFRS (IFRIC), and Interpretations of IASCjSendorsed by the Financial
Supervisory Commission (FSC) for application starting from 2017.

Rule No. 1050050021 and Rule No. 1050026834 issued by the FSC stipulatedrtivag January 1,
2017, the Group should apply the amendments to the Regulations GovdrairRyeparation of
Financial Reports by Securities Issuers and the IFRS, IASIC and SIC (collectively, the IFRSS)
issued by the IASB and endorsed by the FSC for application starting from 2017.

New, Amended or Revised Standards and Interpretatios Effective Date
(the New IFRSS) Announced by IASB (Note 1)
Annual Improvements to IFRSs 2010-2012 Cycle July 1, 2014 (Note 2)
Annual Improvements to IFRSs 2011-2013 Cycle July 1, 2014
Annual Improvements to IFRSs 2012-2014 Cycle January 1, 2016 (Note 3)

Amendments to IFRS 10, IFRS 12 and IAS 28 “Investment Entitieganuary 1, 2016
Applying the Consolidation Exception”

Amendment to IFRS 11 “Accounting for Acquisitions of Interests indJanuary 1, 2016
Joint Operations”

IFRS 14 “Regulatory Deferral Accounts” January 1, 2016

Amendment to IAS 1 “Disclosure Initiative” January 1, 2016

Amendments to IAS 16 and IAS 38 “Clarification of Acceptable January 1, 2016
Methods of Depreciation and Amortization”

Amendments to IAS 16 and IAS 41 “Agriculture: Bearer Plants” January 1, 2016

Amendment to IAS 19 “Defined Benefit Plans: Employee July 1, 2014
Contributions”

(Continued)
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New, Amended or Revised Standards and Interpretatios Effective Date
(the New IFRSS) Announced by IASB (Note 1)

Amendment to IAS 27 “Equity Method in Separate Financial January 1, 2016
Statements”

Amendment to IAS 36 “Impairment of Assets: Recoverable Amodahuary 1, 2014
Disclosures for Non-financial Assets”

Amendment to IAS 39 “Novation of Derivatives and Continuation qfanuary 1, 2014
Hedge Accounting”

IFRIC 21 “Levies” January 1, 2014

Note 1: Unless stated otherwise, the above New IFRSs fadivd for annual periods beginning on
or after their respective effective dates.

Note 2: The amendment to IFRS 2 applies to share-based payaresactions with grant date on or
after July 1, 2014; the amendment to IFRS 3 applies to business combinationgjuitfiian
date on or after July 1, 2014; the amendment to IFRS 13 is effeicimediately; the
remaining amendments are effective for annual periods beginning onrahuyté, 2014.

Note 3: The amendment to IFRS 5 is applied prospectively to ebanga method of disposal that
occur in annual periods beginning on or after January 1, 2016; thenirgr@amendments are
effective for annual periods beginning on or after January 1, 2016.

The initial application in 2017 of the above IFRSs and relateéndments to the Regulations
Governing the Preparation of Financial Reports by Securisigsets would not have any material
impact on the Group’s accounting policies, except for the following:

1) Amendment to IFRS 8 “Operating Segments”

IFRS 8 was amended by the Annual Improvements to IFRSs: 2010-201€ tOyckquire
disclosure of the judgments made by management in applying thegaggn criteria to operating
segments, including a description of the operating segments atggtemnd the economic indicators
assessed in determining whether the operating segments havar“sconomic characteristics”.
The amendment also clarifies that a reconciliation of thed tftthe reportable segments’ assets to
the entity’s assets should only be provided if the segmentdsasseregularly provided to the chief
operating decision-maker. The judgements made in applying atjgregaiteria should be
disclosed retrospectively upon initial application of the amendmeitlin. 2

2) Amendment to IAS 36 “Impairment of Assets”

The amendment “Disclosures for Non-financial Assets” cksithat the recoverable amount of an
asset or a cash-generating unit is disclosed only when aririnepd loss on the asset has been
recognized or reversed during the period. Furthermore, if tlowesable amount of an item of
property, plant and equipment for which impairment loss has beegmnieed or reversed is fair
value less costs of disposal, the Group is required to disttieskir value hierarchy. If the fair
value measurements are categorized within Level 2 or L&vide valuation technique and key
assumptions used to measure the fair value are disclosed.distoeint rate used is disclosed if
such fair value less costs of disposal is measured by usimgnprealue technique. The
amendment will be applied retrospectively in 2017.
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3) IFRIC 21 “Levies”

IFRIC 21 provides guidance on when to recognize a liability fleva imposed by a government.
It addresses the accounting for a liability whose timing and amgwettiain and the accounting for
a provision whose timing or amount is not certain. The Group accelaed liability when the
transaction or activity that triggers the payment of ldwy occurs. Therefore, if the obligating
event occurs over a period of time (such as generation of revenue ovedsopéne), the liability

IS recognized progressively. If an obligation to pay a lewiggered upon reaching a minimum
threshold (such as a minimum amount of revenue or sales gefethte liability is recognized
when that minimum threshold is reached.

4) Amendments to the Regulations Governing the Preparation ofdi@heReports by Securities
Issuers

The amendments include additions of several accounting items quicereents for disclosures of
impairment of non-financial assets as a consequence of thes IER®rsed by the FSC for
application starting from 2017. In addition, as a result of the posemapitation review of IFRSs
in Taiwan, the amendments also include emphasis on certain rémogaritd measurement
considerations and add requirements for disclosures of related paractiams and goodwill.

The amendments stipulate that other companies or institutions ot wie chairman of the board
of directors or president serves as the chairman of the boaiteafods or the president, or is the
spouse or second immediate family of the chairman of the boaditestors or president of the
Group are deemed to have a substantive related party retgpionsless it can be demonstrated
that no control, joint control, or significant influence exists. rtii@rmore, the amendments require
the disclosure of the names of the related parties and #temnship with whom the Group has
significant transaction. If the transaction or balance with afgpeslated party is 10% or more of
the Group’s respective total transaction or balance, saoké&ction should be separately disclosed
by the name of each related party.

The disclosures of related party transactions and impairmeaoafwill will be enhanced when the
above amendments are retrospectively applied in 2017.

IFRSs applicable for the first time in 2017 are not expected daltrén significant impact on the
Group's assets, liabilities and equity, profit and loss and cash flow.

As of the date the consolidated financial statements ware@dzed for issue, the Group continues
assessing other possible impacts that application of thenadatmned amendments and the related
amendments to the Regulations Governing the Preparation axfidi@h Reports by Securities Issuers
will have on the Group’s financial position and financial perfamoe, and will disclose these other
impacts when the assessment is completed.

New IFRSs in issue but not yet endorsed by the FSC
The Group has not applied the following IFRSs issued by the IASB but not yeteshgrihe FSC.
The FSC announced that IFRS 9 and IFRS 15 will take effetingtdanuary 1, 2018. As of the date

the consolidated financial statements were authorized for issue,GheadsS$ot announced the effective
dates of other new IFRSs.
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Effective Date

New IFRSs Announced by IASB (Note 1)
Annual Improvements to IFRSs 2014-2016 Cycle Note 2
Amendment to IFRS 2 “Classification and Measurement of January 1, 2018

Share-based Payment Transactions”

Amendments to IFRS 4Applying IFRS 9 Financial Instruments w January 1, 2018
IFRS 4 Insurance Contracts”

IFRS 9 “Financial Instruments” January 1, 2018

Amendments to IFRS 9 and IFRS 7 “Mandatory Effective Date of January 1, 2018
IFRS 9 and Transition Disclosures”

Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Asset® be determined by IASB
between an Investor and its Associate or Joint Venture”

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

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

IFRS 16 “Leases” January 1, 2019

Amendment to IAS 7 “Disclosure Initiative” January 1, 2017

Amendments to IAS 12 “Recognition of Deferred Tax Assets for January 1, 2017
Unrealized Losses”

Amendments to IAS 40 “Transfers of investment property” January 1, 2018

IFRIC 22 “Foreign Currency Transactions and Advance January 1, 2018
Consideration”

Note 1: Unless stated otherwise, the above New IFRSs fadivd for annual periods beginning on
or after their respective effective dates.

Note 2: The amendment to IFRS 12 is retrospectively appliethfarah periods beginning on or after
January 1, 2017; the amendment to IAS 28 is retrospectively applieghforal periods
beginning on or after January 1, 2018.

1) IFRS 9 “Financial Instruments”

Recognition and measurement of financial assets

With regards to financial assets, all recognized finansiséta that are within the scope of IAS 39
“Financial Instruments: Recognition and Measurement” are subsbgueeasured at amortized
cost or fair value. Under IFRS 9, the requirement for thsstfication of financial assets is stated
below.

For the Group’s debt instruments that have contractual casis tlost are solely payments of
principal and interest on the principal amount outstanding, thessification and measurement are
as follows:

a) For debt instruments, if they are held within a business mdueenobjective is to collect the
contractual cash flows, the financial assets are measuesdoatized cost and are assessed for
impairment continuously with impairment loss recognized inipmf loss, if any. Interest
revenue is recognized in profit or loss by using the effective interesbdhet

b) For debt instruments, if they are held within a busimesdel whose objective is achieved by
both the collecting of contractual cash flows and the sellingnainGial assets, the financial
assets are measured at fair value through other comprehensoraei (FVTOCI) and are
assessed for impairment. Interest revenue is recognizedfings loss by using the effective
interest method, and other gain or loss shall be recognized in aimgrehensive income,
except for impairment gains or losses and foreign exchange ayainlosses. When the debt
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2)

instruments are derecognized or reclassified, the cumulatineog loss previously recognized
in other comprehensive income is reclassified from equity to profit sr los

Except for the above, all other financial assets are measurfad &alue through profit or loss.
However, the Group may make an irrevocable election to fgresésequent changes in the fair
value of an equity investment (that is not held for trading) iverotomprehensive income, with
only dividend income generally recognized in profit or loss. $&ldsequent impairment
assessment is required, and the cumulative gain or loss pigvicesognized in other
comprehensive income cannot be reclassified from equity to profit or loss

Impairment of financial assets

IFRS 9 requires impairment loss on financial assets to logmeed by using the “Expected Credit
Losses Model”. The credit loss allowance is required fanitml assets measured at amortized
cost, financial assets mandatorily measured at FVTOCI, legs#vables, contract assets arising
from IFRS 15 “Revenue from Contracts with Customers”, cemaitien loan commitments and
financial guarantee contracts. A loss allowance for the 12hmexgected credit losses is required
for a financial asset if its credit risk has not increasgdificantly since initial recognition. A loss
allowance for full lifetime expected credit losses is regflifior a financial asset if its credit risk has
increased significantly since initial recognition and is oat.| However, a loss allowance for full
lifetime expected credit losses is required for trade vabées that do not constitute a financing
transaction.

For purchased or originated credit-impaired financial asse¢s,Group takes into account the
expected credit losses on initial recognition in calculatingcthdit-adjusted effective interest rate.
Subsequently, any changes in expected losses are recognized oas alldwance with a
corresponding gain or loss recognized in profit or loss.

Transition

Financial instruments that have been derecognized prior to tretiedfeate of IFRS 9 cannot be
reversed to apply IFRS 9 when it becomes effective. UndR6 B, the requirements for
classification, measurement and impairment of financial assetapplied retrospectively with the
difference between the previous carrying amount and the caraymmunt at the date of initial
application recognized in the current period and restatement ofgeiimds is not required. The
requirements for general hedge accounting shall be applied piigsfjeand the accounting for
hedging options shall be applied retrospectively.

IFRS 15 “Revenue from Contracts with Customers” and related amendment

IFRS 15 establishes principles for recognizing revenue that &p@il contracts with customers,
and will supersede IAS 18 “Revenue”, IAS 11 *“Construction Contraat®i a number of
revenue-related interpretations.

When applying IFRS 15, an entity shall recognize revenue by applying theifmlsteps:

Identify the contract with the customer;

Identify the performance obligations in the contract;

Determine the transaction price;

Allocate the transaction price to the performance obligations in theacgrand
Recognize revenue when the entity satisfies a performance obligation.

When IFRS 15 and related amendment are effective, an entityelaayto apply this Standard
either retrospectively to each prior reporting period presentegtrospectively with the cumulative
effect of initially applying this Standard recognized at the dateittdliapplication.
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3) IFRS 16 “Leases”

IFRS 16 sets out the accounting standards for leases thaupéitsede IAS 17 and a nhumber of
related interpretations.

Under IFRS 16, if the Group is a lessee, it shall recognibé-ofguse assets and lease liabilities for
all leases on the consolidated balance sheets except foraloe-and short-term leases. The
Group may elect to apply the accounting method similar to #@uating for operating lease under
IAS 17 to the low-value and short-term leases. On the ddasad statements of comprehensive
income, the Group should present the depreciation expense chargheé oight-of-use asset

separately from interest expense accrued on the leasetyiabilierest is computed by using

effective interest method. On the consolidated statemertastf flows, cash payments for the
principal portion of the lease liability are classified within fingsg activities.

The application of IFRS 16 is not expected to have a maiendct on the accounting of the
Group as lessor.

When IFRS 16 becomes effective, the Group may elect to appi$tdmslard either retrospectively
to each prior reporting period presented or retrospectively tlve cumulative effect of the initial
application of this Standard recognized at the date of initial agiplica

4) IFRIC 22 “Foreign Currency Transactions and Advance Consideration”

IAS 21 stipulated that a foreign currency transaction shateberded on initial recognition in the
functional currency by applying to the foreign currency amdumtspot exchange rate between the
functional currency and the foreign currency at the datehefttansaction. IFRIC 22 further
explains that the date of the transaction is the date orhvamentity recognizes a non-monetary
asset or non-monetary liability from payment or receipt of advansideration. If there are
multiple payments or receipts in advance, the entity shall dietertime date of the transaction for
each payment or receipt of advance consideration.

The Group shall apply IFRIC 22 either retrospectively or prospagtio all assets, expenses and
income in the scope of the Interpretation initially recogniaedor after (a) the beginning of the

reporting period in which the entity first applies IFRIC @R(b) the beginning of a prior reporting

period presented as comparative information in the financiahstats of the reporting period in

which the entity first applies IFRIC 22

As of the date the consolidated financial statements were mathofor issue, the Group is
continuously assessing the possible impact that the applicatiothef standards and interpretations

will have on the Group’s financial position and financial perfance, and will disclose the relevant
impact when the assessment is completed.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Statement of compliance
The consolidated financial statements have been prepared indawcerwith the Regulations
Governing the Preparation of Financial Reports by Securiteeils and IFRSs as endorsed and issued
into effect by the FSC.

b. Basis of preparation

The consolidated financial statements have been prepared on thécdlistost basis except for
financial instruments which are measured at fair value.
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The fair value measurements, which are grouped into Levels 1 tee8 ba the degree to which the
fair value measurement inputs are observable and based signifecance of the inputs to the fair
value measurement in its entirety, are described as follows:

1) Level 1 inputs are quoted prices (unadjusted) in active markeatkefdical assets or liabilities;

2) Level 2 inputs are inputs other than quoted prices includedhviitvel 1 that are observable for
the asset or liability, either directly (i.e. as prices) or gxtly (i.e. derived from prices); and

3) Level 3 inputs are unobservable inputs for the asset or liability.
Classification of current and non-current assets and liabilities

Current assets include:

1) Assets held primarily for the purpose of trading;

2) Assets expected to be realized within twelve months after theingpoetiod; and

3) Cash and cash equivalents unless the asset is resfrintedheing exchanged or used to settle a
liability for at least twelve months after the reporting period.

Current liabilities include:

1) Liabilities held primarily for the purpose of trading;

2) Liabilities due to be settled within twelve months after reporting period (even after the balance
sheet date to complete the long term refinancing or rescheddéirmayment agreement before the
issuance of the financial report, it is also a current liabilapy

3) Liabilities for which the Group does not have an unconditionht tmdefer settlement for at least
12 months after the reporting period. Settlement due to the terthe dEbt may be selected by
the counterparty to the issuance of equity instruments, does not affelztakiéication.

Assets and liabilities that are not classified as current assified as non-current.

Basis of consolidation

Principles for preparing consolidated financial statements

The consolidated financial statements incorporate the finasiEitements of the Company and the
entities controlled by the Company (i.e. its subsidiaries).

Income and expenses of subsidiaries acquired or disposed of theirgeriod are included in the
consolidated statement of profit or loss and other compreheimsisene from the effective date of
acquisition up or the effective date of disposal, as appropriate.

When necessary, adjustments are made to the financiainstate of subsidiaries to bring their
accounting policies into line with those used by the Company.

All intra-group transactions, balances, income and expense&dirareated in full upon consolidation.

Total comprehensive income of subsidiaries is attributethéoowners of the Company and to the
non-controlling interests even if this results in the non-controllingdats having a deficit balance.
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Changes in the Group’s ownership interests in subsidiaries that desult in the Group losing control
over the subsidiaries are accounted for as equity tramss.ct The carrying amounts of the Group’s
interests and the non-controlling interests are adjusted extéfle changes in their relative interests in
the subsidiaries. Any difference between the amount by whichdhecontrolling interests are
adjusted and the fair value of the consideration paid or retésveecognized directly in equity and
attributed to the owners of the Company.

See Note 13 and Table 6 for the detailed information of siabgis (including the percentage of
ownership and main business).

Foreign currencies

In preparing the financial statements of each individual grotipyetransactions in currencies other
than the entity’s functional currency (foreign currencie®) acognized at the rates of exchange
prevailing at the dates of the transactions.

At the end of each reporting period, monetary items denominated igrfanerrencies are retranslated
at the rates prevailing at that date. Exchange diffesemigenonetary items arising from settlement or
translation are recognized in profit or loss in the period in which thss. ar

Non-monetary items measured at fair value that are denowhimatereign currencies are retranslated
at the rates prevailing at the date when the fair valuedetesmined. Exchange differences arising on
the retranslation of non-monetary items are included in profiss for the period except for exchange
differences arising from the retranslation of non-monetary items ieeespwhich gains and losses are
recognized directly in other comprehensive income, in which thsesxchange differences are also
recognized directly in other comprehensive income.

Non-monetary items that are measured at historical cost in a forergmcy are not retranslated.

For the purpose of presenting consolidated financial statementinitteonal currencies of foreign
operations (including subsidiaries in other countries that usencyrdifferent from the currency of the
Company) are translated into the presentation currency - Néwam dollars as follows: Assets and
liabilities are translated at the exchange rates prevailirige end of the reporting period; income and
expense items are translated at the average exchangdorate period. The resulting currency
translation differences are recognized in other comprehensieene (attributed to the owners of the
Company and non-controlling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal of trap@ny’s entire interest in a foreign
operation, or a disposal involving loss of control over a subsidiary that incldidesign operation, or a
partial disposal of an interest in a joint arrangement orsaocéte that includes a foreign operation of
which the retained interest becomes a financial assetf tie exchange differences accumulated in
equity in respect of that operation attributable to the owofettse Company are reclassified to profit or
loss.

In relation to a partial disposal of a subsidiary that doesesuit in the Company losing control over
the subsidiary, the proportionate share of accumulated excharfgeermies is re-attributed to

non-controlling interests of the subsidiary and is not recognizedofit or loss. For all other partial

disposals, the proportionate share of the accumulated exchangeertiffis recognized in other
comprehensive income is reclassified to profit or loss.

Inventories
Inventories consist of raw materials, supplies, finished gaodswork-in-process and are stated at the

lower of cost or net realizable value. Inventory write-downsrade by item, except where it may be
appropriate to group similar or related items. Net rable value is the estimated selling price of
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inventories less all estimated costs of completion and costs ngcessake the sale. Inventories are
recorded at weighted-average cost on the balance sheet date.

Investment in associates

An associate is an entity over which the Group has signifinloence and that is neither a subsidiary
nor an interest in a joint venture.

The Group uses the equity method to account for its investments in s&ssocia

Under the equity method, investments in an associate arelynitiglognized at cost and adjusted
thereafter to recognize the Group’s share of the profit ordondsother comprehensive income of the
associate. The Group also recognizes the changes in the Groupgso$hequity of associates
attributable to the Group.

Any excess of the cost of acquisition over the Group’s shatkeohet fair value of the identifiable
assets and liabilities of an associate or a joint venturtheaidate of acquisition is recognized as
goodwill, which is included within the carrying amount of the investtrand is not amortized. Any
excess of the Group’s share of the net fair value of #natifthble assets and liabilities over the cost of
acquisition, after reassessment, is recognized immediately in qridis.

When the Group subscribes for additional new shares of the atesata percentage different from its
existing ownership percentage, the resulting carrying amount afwbstment differs from the amount
of the Group’s proportionate interest in the associate. Tlo@pGrecords such a difference as an
adjustment to investments with the corresponding amount chargeckdited to capital surplus -
changes in the Group’s share of equity of associates. Gribip’s ownership interest is reduced due
to the additional subscription of the new shares of assodi@eroportionate amount of the gains or
losses previously recognized in other comprehensive income iiomnelatthat associate is reclassified
to profit or loss on the same basis as would be required ihtrestee had directly disposed of the
related assets or liabilities. When the adjustment shouttebiged to capital surplus, but the capital
surplus recognized from investments accounted for by the ageityod is insufficient, the shortage is
debited to retained earnings.

When the Group’s share of losses of an associate and equedse&ds its interest in that associate
(which includes any carrying amount of the investment accountedyfahe equity method and
long-term interests that, in substance, form part of the Group'swwestment in the associate), the
Group discontinues recognizing its share of further losses. Additilosses and liabilities are
recognized only to the extent that the Group has incurred dbtjghtions, or constructive obligations,
or made payments on behalf of that associate.

The entire carrying amount of the investment is testedripairment as a single asset by comparing its
recoverable amount with its carrying amount. Any impairment tesegnized forms part of the
carrying amount of the investment. Any reversal of that impaitnoss is recognized to the extent
that the recoverable amount of the investment subsequently increases.

The Group discontinues the use of the equity method from the datghich it ceases to have
significant influence. Any retained investment is meaduat fair value at that date and the fair value
is regarded as its fair value on initial recognition asnancial asset. The difference between the
previous carrying amount of the associate attributable to th@eet interest and its fair value is
included in the determination of the gain or loss on disposal afgbeciate. The Group accounts for
all amounts previously recognized in other comprehensive incomedaiton to that associate on the
same basis as would be required if that associate had directly disgiake related assets or liabilities.

When a group entity transacts with its associate, profits@ssé$ resulting from the transactions with

the associate are recognized in the Group’ consolidated falastetements only to the extent of
interests in the associate that are not related to the Group.
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h. Property, plant and equipment

Property, plant and equipment are stated at cost, less accumdéiestiation and accumulated
impairment loss.

Properties, plant and equipment in the course of constructiocaaied at cost, less any recognized
impairment loss. Cost includes professional fees and borrovasts &ligible for capitalization.
Such assets are depreciated and classified to the appropregteriest of property, plant and equipment
when completed and ready for their intended use.

Depreciation on property, plant and equipment is recognized usingttaight-line method. Each
significant part is depreciated separately. If the leasa s shorter than the useful lives, assets are
depreciated over the lease term. The estimated usedg| ligsidual values and depreciation methods
are reviewed at the end of each reporting period, with thetefdéany changes in estimates accounted
for on a prospective basis.

On derecognition of an item of property, plant and equipment, the differenceehdtveesales proceeds
and the carrying amount of the asset is recognized in profit or loss.

i. Investment properties

Investment properties are properties held to earn rentalsrdnd/capital appreciation. Investment
properties also include land held for a currently undetermined future use.

Investment properties are measured initially at cost, imgutlansaction costs. Subsequent to initial
recognition, investment properties are measured at cosideamulated depreciation and accumulated
impairment loss. Depreciation is recognized using the straight-litteoche

On derecognition of an investment property, the difference bettixeenet disposal proceeds and the
carrying amount of the asset is included in profit or loss.

j- Intangible assets
1) Intangible assets acquired separately

Intangible assets with finite useful lives that are acqusegghrately are initially measured at cost
and subsequently measured at cost less accumulated amortizati@swandlated impairment loss.
Amortization is recognized on a straight-line basis. Thenestid useful life, residual value, and
amortization method are reviewed at the end of each reportingdpevith the effect of any
changes in estimate accounted for on a prospective basis. ilgamgsets with indefinite useful
lives that are acquired separately are measured at cost lessitedrmmpairment loss.

2) Derecognition of intangible assets

On derecognition of an intangible asset, the difference bettheenet disposal proceeds and the
carrying amount of the asset are recognized in profit or loss.

k. Impairment of tangible and intangible assets

At the end of each reporting period, the Group reviews the ogrigmounts of its tangible and
intangible assets, to determine whether there is any inglicéiiat those assets have suffered an
impairment loss. If any such indication exists, the recoveraimeunt of the asset is estimated in
order to determine the extent of the impairment loss. Whan itot possible to estimate the
recoverable amount of an individual asset, the Company estirtregesecoverable amount of the
cash-generating unit to which the asset belongs.
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The recoverable amount is the higher of fair value less costd emdetalue in use. If the recoverable
amount of an asset or cash-generating unit is estimatedasdthan its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced tecitserable amount, with the resulting
impairment loss recognized in profit or loss.

When an impairment loss is subsequently reversed, the caatyiognt of the asset or cash-generating
unit is increased to the revised estimate of its recoveeabtrint, but only to the extent of the carrying
amount that would have been determined had no impairment loss beenizeddigr the asset or
cash-generating unit in prior years. A reversal of an impairmenidascognized in profit or loss.

Financial instruments

Financial assets and financial liabilities are recognizédnnva group entity becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities are inijiatleasured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of finahassets and financial liabilities (other than
financial assets and financial liabilities at fair vatheough profit or loss) are added to or deducted
from the fair value of the financial assets or finantiailities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquoisitf financial assets or financial liabilities at fair
value through profit or loss are recognized immediately in profiiss. |

1) Financial assets

All regular way purchases or sales of financial assetsezmagnized and derecognized on a trade
date basis.

a) Measurement category

Financial assets are classified into the following categori€&inancial assets at fair value
through profit or loss, available-for-sale financial assets, and brahgeceivables.

i. Financial assets at fair value through profit or loss

Financial assets are classified as at fair value thrpugfit or loss when the financial asset
is held for trading at fair value through profit or loss.

Financial assets at fair value through profit or loss atedtat fair value, with any gains or
losses arising on remeasurement recognized in profit or losdr vdtue is determined in
the manner described in Note 29.

ii. Available-for-sale financial assets

Available-for-sale financial assets are non-derivativesat thre either designated as
available-for-sale or are not classified as loans and receivabligdotraaturity investments
or financial assets at fair value through profit or loss.

Available-for-sale financial assets are measured atvidire. Changes in the carrying
amount of available-for-sale monetary financial assetsinglab changes in foreign
currency exchange rates, interest income calculated usirgfféiative interest method and
dividends on available-for-sale equity investments are recaegniz profit or loss. Other
changes in the carrying amount of available-for-sale finhasiets are recognized in other
comprehensive income and will be reclassified to profit or \@ssn the investment is
disposed of or is determined to be impaired.
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Dividends on available-for-sale equity instruments are recogmizprofit or loss when the
Group’s right to receive the dividends is established.

Available-for-sale equity investments that do not have a quotekleimarice in an active
market and whose fair value cannot be reliably measuredandtives that are linked to
and must be settled by delivery of such unquoted equity investrmentaeasured at cost
less any identified impairment loss at the end of each reporting pedaale presented in a
separate line item as financial assets carried at ctstin a subsequent period, the fair
value of the financial assets can be reliably measuredindecfal assets are remeasured at
fair value. The difference between carrying amount and féirevia recognized in other
comprehensive income on financial assets. Any impairment lassescognized in profit
and loss.

iii. Loans and receivables

Loans and receivables (including trade receivables, cadhcash equivalent, and debt
investments with no active market) are measured at antbrtiast using the effective
interest method, less any impairment, except for short-ternvadtes when the effect of
discounting is immaterial.

Cash equivalent includes time deposits and short-term transacisbnsrents with original
maturities within three months from the date of acquisitionhlhidiquid, readily

convertible to a known amount of cash and be subject to an inségmifisk of changes in
value. These cash equivalents are held for the purpose dingheshort-term cash
commitments.

b) Impairment of financial assets

Financial assets, other than those at fair value through prdbss, are assessed for indicators
of impairment at the end of each reporting period. Financiatsasge considered to be
impaired when there is objective evidence that, as a resatieobr more events that occurred
after the initial recognition of the financial asset, thenestted future cash flows of the
investment have been affected.

For financial assets carried at amortized cost, suctads teceivables, assets are assessed for
impairment on a collective basis even if they were assassetb be impaired individually.
Objective evidence of impairment for a portfolio of recelgalzould include the Group’s past
experience of collecting payments, an increase in the number oedgtayments, as well as
default on receivables, and other situation.

For financial assets carried at amortized cost, the amouhtampairment loss recognized is
the difference between the asset’s carrying amount andréiser value of estimated future
cash flows, discounted at the financial asset’s original effeatierest rate.

For financial assets measured at amortized cost, if, wbseguent period, the amount of the
impairment loss decreases and the decrease can be related dpjectivecvent occurring after
the impairment was recognized, the previously recognized imeairtoss is reversed through
profit or loss to the extent that the carrying amount of the imes#t at the date the impairment
is reversed does not exceed what the amortized cost would havadsk#re impairment not
been recognized.

For available-for-sale equity investments, a significargrofonged decline in the fair value of
the security below its cost is considered to be objective evidenswairinent.
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For all other financial assets, objective evidence of impant could include significant
financial difficulty of the issuer or counterparty, breach oftemt, such as a default or
delinquency in interest or principal payments, it becoming prolthatehe borrower will enter
bankruptcy or financial re-organization, or the disappearance of tare avarket for that

financial asset because of financial difficulties.

When an available-for-sale financial asset is considered impaired, cumulative gains or
losses previously recognized in other comprehensive income aassiéed to profit or loss in
the period.

In respect of available-for-sale equity securities, impairrosst previously recognized in profit
or loss are not reversed through profit or loss. Any increadeir value subsequent to an
impairment loss is recognized in other comprehensive income. pecatesf available-for-sale

debt securities, the impairment loss is subsequently revignseayh profit or loss if an increase
in the fair value of the investment can be objectivelyteeldo an event occurring after the
recognition of the impairment loss.

For financial assets that are carried at cost, the amotm ahpairment loss is measured as the
difference between the asset’'s carrying amount and the pnredastof the estimated future
cash flows discounted at the current market rate of rétura similar financial asset. Such
impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced byntpaiiment loss directly for all
financial assets with the exception of trade receivables, wherearrying amount is reduced
through the use of an allowance account. When a trade recewablesidered uncollectable,
it is written off against the allowance account. Subsequentegies of amounts previously
written off are credited against the allowance account. n@#®in the carrying amount of the
allowance account are recognized in profit or loss except forlentaddle trade receivables that
are written off against the allowance account.

c) Derecognition of financial assets

The Group derecognizes a financial asset only when the contreghita to the cash flows
from the asset expire, or when it transfers the finanssgtaand substantially all the risks and
rewards of ownership of the asset to another party.

On derecognition of a financial asset in its entirety, thiemifice between the asset’s carrying
amount and the sum of the consideration received and receamdblthe cumulative gain or
loss that had been recognized in other comprehensive income is recognized or jos§.

2) Equity instruments
Debt and equity instruments issued by a group entity are classfieither financial liabilities or as
equity in accordance with the substance of the contractumigeaments and the definitions of a

financial liability and an equity instrument.

Equity instruments issued by a group entity are recognized girdlceeds received, net of direct
issue costs.

Repurchase of the Company’s own equity instruments is recognized ideducted directly from

equity. No gain or loss is recognized in profit or loss on the purchasgissale or cancellation of
the Company’s own equity instruments.
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3) Financial liabilities
a) Subsequent measurement

Except financial liabilities at fair value through profit toss, all financial liabilities are
measured at amortized cost using the effective interest method.

Financial liabilities are classified as at fair valieough profit or loss when the financial
liability is either held for trading or it is designated as atJalue through profit or loss.

b) Derecognition of financial liabilities

The difference between the carrying amount of the financibilitia derecognized and the
consideration paid, including any non-cash assets transferred bilitidi® assumed, is
recognized in profit or loss.

4) Derivative financial instruments

The Group uses derivative financial instruments, such as fdre@x@change contracts, to manage its
exposure to foreign exchange rate risks.

Derivatives are initially recognized at fair value at tlage the derivative contracts are entered into
and are subsequently remeasured to their fair value agritheof each reporting period. The
resulting gain or loss is recognized in profit or loss imiakely unless the derivative is designated
and effective as a hedging instrument, in which event the timitigeafecognition in profit or loss
depends on the nature of the hedge relationship. When theafai of derivative financial
instruments is positive, the derivative is recognized amamdial asset; when the fair value of
derivative financial instruments is negative, the derivativegsgnized as a financial liability.

m. Provisions
Provisions are measured at the best estimate of the discaastedlows of the consideration required
to settle the present obligation at the end of the reportingdypaaking into account the risks and
uncertainties surrounding the obligation.
Where the Group has a contract under which the unavoidableotosteting the obligations under the
contract exceed the economic benefits expected to be receivethawontract, the present obligations
arising under onerous contracts are recognized and measured as provisions.

n. Revenue recognition
Revenue is measured at the fair value of the consideratieivedr receivable. Revenue is reduced
for estimated customer returns, rebates and other sinlitavagices. Sales returns are recognized at
the time of sale provided the seller can reliably es@nfiature returns and recognizes a liability for
returns based on previous experience and other relevant factors.
1) Sale of goods

Revenue from the sale of goods is recognized when all the following condittosatisfied:

a) The Group has transferred to the buyer the significant aiséésrewards of ownership of the
goods;

b) The Group retains neither continuing managerial involvemetiitet@egree usually associated
with ownership nor effective control over the goods sold;
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c) The amount of revenue can be measured reliably;

d) Itis probable that the economic benefits associated wittnathgaction will flow to the Group;
and

e) The costs incurred or to be incurred in respect of the transaatidie caeasured reliably.

The Group does not recognize sales revenue on materials dilivesabcontractors because this
delivery does not involve a transfer of risks and rewards of matexaiership.

2) Dividend and interest income

Dividend income from investments is recognized when the sharelsolagt to receive payment
has been established provided that it is probable that the ecobenafits will flow to the Group
and the amount of income can be measured reliably.

Interest income from a financial asset is recognized whisrpitobable that the economic benefits
will flow to the Group and the amount of income can be measuridblyel Interest income is
accrued on a time basis by reference to the principal outstaadh@t the applicable effective
interest rate.

0. Leasing
Rental income from operating leases is recognized on a stliaightasis over the term of the relevant
lease. Operating lease payments are recognized as an expensgangh&line basis over the lease
term.

p. Borrowing costs
Borrowing costs directly attributable to the acquisition, camsitsn or production of qualifying assets
are added to the cost of those assets, until such time asdbts are substantially ready for their

intended use or sale.

Investment income earned on the temporary investment of ispdmfrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs digibsgpitalization.

Other than stated above, all other borrowing costs are recognipeafit or loss in the period in which
they are incurred.

g. Employee benefits
1) Short-term employee benefits

Liabilities recognized in respect of short-term employee lisn@fe measured at the undiscounted
amount of the benefits expected to be paid in exchange for the relateg servi

2) Retirement benefits

Payments to defined contribution retirement benefit plans esegnized as an expense when
employees have rendered service entitling them to the contributions.

Defined benefit costs (including service cost, net inteaest remeasurement) under the defined
benefit retirement benefit plans are determined using thegbeoj unit credit method. Service
cost (including current service cost, past service cost, asswgdlias and losses on settlements) and
net interest on the net defined benefit liability (assetyecegnized as employee benefits expense
in the period they occur, or when the plan amendment or curtailbeents/when the settlement
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r.

occurs. Remeasurement, comprising actuarial gains and lossesfettteof the changes to the
asset ceiling and the return on plan assets (excluding interesognized in other comprehensive
income in the period in which they occur. Remeasurement recogmizetthér comprehensive

income is reflected immediately in retained earnings and will not keess#fted to profit or loss.

Net defined benefit liability (asset) represents theiaatleficit (surplus) in the Group’s defined
benefit plan. Any surplus resulting from this calculatisdimited to the present value of any
refunds from the plans or reductions in future contributions to the plans.

Taxation

Income tax expense represents the sum of the tax currently payableengddiix.

1)

2)

Current tax

According to the Income Tax Law, an additional tax at 10% oppiregoriated earnings is provided
for as income tax in the year the shareholders approve to retain timgearn

Adjustments of prior years’ tax liabilities are added todeducted from the current year’'s tax
provision.

Deferred tax

Deferred tax is recognized on temporary differences betweeocatiging amounts of assets and
liabilities and the corresponding tax bases used in the computation luEtaxafit.

Deferred tax liabilities are generally recognized for all taxtdaigporary differences. Deferred tax
assets are generally recognized for all deductible tempditieyences, unused loss carry forward
and unused tax credits for purchases of machinery, equipmenteeahndology, research and

development expenditures, and personnel training expenditures ttehe teat it is probable that

taxable profits will be available against which those debliectemporary differences can be
utilized. Such deferred tax assets and liabilities are noignézed if the temporary difference

arises from goodwill or from the initial recognition (other thiara business combination) of other
assets and liabilities in a transaction that affects neithéatible profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable tempor#fgrdnces associated with investments
in subsidiaries and associates, and interests in joint venaxespt where the Group is able to
control the reversal of the temporary difference and it is jplelthat the temporary difference will
not reverse in the foreseeable future. The deductible tergpdifferences associated with such
investments and interests are only recognized to the extenit thgbrobable that there will be
sufficient taxable profits against which to utilize thedigs of the temporary differences and they
are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed atrntieof each reporting period and
reduced to the extent that it is no longer probable that suffi@&able profits will be available to
allow all or part of the asset to be recovered. A previouslgaagnized deferred tax asset is also
reviewed at the end of each reporting period and recognized to the extent that it has become
probable that future taxable profit will allow the deferred tax assed tedovered.

Deferred tax liabilities and assets are measured aiatheates that are expected to apply in the
period in which the liability is settled or the asset realibegded on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of thengeperiod. The measurement
of deferred tax liabilities and assets reflects the tax emprences that would follow from the
manner in which the Group expects, at the end of the reporting periogizaeer or settle the
carrying amount of its assets and liabilities.
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3) Current and deferred tax for the year

Current and deferred tax are recognized in profit or losspéexdeen they relate to items that are
recognized in other comprehensive income or directly in equityyhich case, the current and
deferred tax are also recognized in other comprehensive income or direcpljtinrespectively.

Where current tax or deferred tax arises from the initiab@aiing for a business combination, the
tax effect is included in the accounting for the business combination.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES O F ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies, managemesgused to make judgments, estimates
and assumptions about the carrying amounts of assets and liathiktiese not readily apparent from other
sources. The estimates and associated assumptions are basedrimallesiperience and other factors
that are considered relevant. Actual results may differ frosetestimates.

The estimates and underlying assumptions are reviewed on an omgsisg Revisions to accounting
estimates are recognized in the period in which the estimate is reiseddvision affects only that period
or in the period of the revision and future periods if the revision affesth current and future periods.

a. Estimated impairment of trade receivables

When there is objective evidence of impairment loss, the Gréeg tato consideration the estimation
of future cash flows. The amount of the impairment loss is mahssrehe difference between an
asset’s carrying amount and the present value of estimaig@ ftash flows (excluding future credit
losses that have not been incurred) discounted at the finansglsasriginal effective interest rate.
Where the actual future cash flows are less than expected, a matpéagiment loss may arise.

b. Write-down of inventory
The net realizable value of inventory is the estimatelihggbrice in the ordinary course of business
less the estimated costs of completion and disposal. Tinea@eth of net realizable value was based
on current market conditions and historical experience with pre@iles of a similar nature. Changes
in market conditions may have a material impact on the estimation néthealizable value.

6. CASH AND CASH EQUIVALENTS

December 31

2016 2015
Cash on hand $ 16,217 $ 15,339
Checking accounts and demand deposits 1,262,342 1,103,600
Cash equivalent
Time deposits with original maturities less than three months 49,448 51,093
Short-term bills 779,030 444 545

$ 2,107,037 $ 1,614,577
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The market interest rates intervals of cash in bank and €northills at the end of the reporting period
were as follows:

December 31

2016 2015
Bank balance 0.00%-6.45% 0.00%-5.70%
Short-term bills 0.48% 0.55%

. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS
The Group entered into foreign exchange forward contracts twageaexposures to exchange rate

fluctuations of foreign currency denominated assets and liabilitiBse Group did not have unexpired
foreign exchange forward contract as of December 31, 2016 and 2015.

. AVAILABLE-FOR-SALE FINANCIAL ASSETS

December 31

2016 2015
Current
Domestic investments
Listed shares $ 30,430 $ 43,139
Non-current
Domestic investments
Listed shares $ 280,908 $ 398,228

. FINANCIAL ASSETS CARRIED AT COST - NON-CURRENT

December 31

2016 2015
Domestic unlisted common shares $ 220,281 $ 265,275
Overseas unlisted common shares 730,119 745,075
Other funds 393,369 400,736

$ 1,343,769 $ 1,411,086

Classified according to financial asset measurement categories
Available-for-sale financial assets $ 1,343,769 $ 1,411,086

Management believed that the above unlisted equity investmeshtiads held by the Group, whose fair
value cannot be reliably measured due to the range of reasdmahlalue estimates was so significant;
therefore they were measured at cost less impairment at the exebdiitg period.

The Group’s impairment loss on the common stock market fortpraguity for the years ended 2016 and
2015 were $52,931 thousand and $2,004 thousand, respectively.

-29 -



10.

11.

The Group disposed of certain financial assets measured atittosarrying amounts of $12,062 thousand
and $0 thousand during 2016 and 2015, respectively, recognizing disposal loss of $2 &idthod gain
$8,043 thousand respectively.

DEBT INVESTMENTS WITH NO ACTIVE MARKET
December 31
2016 2015
Non-current
Corporate bonds - Rabobank Nederland $ 352,130 $ 370,273

The Group has invested in subordinated capital securitiee 8logember 2009. As of December 31,
2016 and 2015, the carrying amounts of these securities were b®10 080 thousand. These securities,
which were issued by Rabobank Nederland (the Issuer) in June 280@tat amount of US$1,500,000

thousand, have no maturity date and bear annual interest at a cotgpoh 14%, payable semiannually

until June 2019. From June 30, 2019, the subordinated capital securitiesavinterest at a coupon rate
of three-month U.S. dollars LIBOR plus 10.8675% and will be redeenfabthe option of the Issuer) on

June 30, 2019, or on each interest payment date thereafter, at an amount equal i@the. par

NOTES RECEIVABLE, TRADE RECEIVABLES AND OTHER R ECEIVABLES
December 31
2016 2015

Notes receivable - operating $ 3,638 $ 3,428
Trade receivables
Trade receivables $ 2,366,072 $ 2,403,029
Less: Allowance for impairment loss (144,111) (102,438)

$ 2,221,961 $ 2,300,591
Other receivables
Payment on behalf of others $ 12,635 $ 9,966
Interest 17,885 7,366
Others 13,531 22,524

$ 44051 $ 39,856

a. Trade receivables

The average credit period for sales of goods was 30 days to €0 daydetermining the recoverability
of a trade receivable, the Group considered any change in theqrality of the trade receivable since
the date credit was initially granted to the end of the remppieriod. An allowance for impairment
loss was determined by reference to the aging of receivatddit rating of customers, economic
condition and other factors. The recoverability of trade receivabdesvaluated regularly.

There was no past due trade receivables that is not impaired as of De8&n#ixl 6 and 2015.
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The aging of receivables was as follows:

December 31

2016 2015
Less than 60 days $ 1,889,020 $ 1,950,512
61-90 days 392,248 314,624
More than 90 days 84,804 137,893
$ 2,366,072 $ 2,403,029
The above aging schedule was based on the invoice date.
The movements of the allowance for doubtful trade receivables werkoas fo
Individually Collectively
Assessed for Assessed for
Impairment Impairment Total
Balance at January 1, 2015 $ 14,146 $ 114,242 $ 128,388
Add: Impairment losses recognized on
receivables (impairment losses reversed) (3,973) (13,356) (17,329)
Less: Amounts written off during the year
as uncollectable (9,663) - (9,663)
Foreign exchange translation gains and losses (510) 1,552 1,042
Balance at December 31, 2015 $ - $ 102,438 $ 102,438
Balance at January 1, 2016 $ - $ 102,438 $ 102,438
Add: Impairment losses recognized on
receivables (impairment losses reversed) - 42,191 42,191
Foreign exchange translation gains and losses - (518) (518)
Balance at December 31, 2016 $ - $ 144111 $ 144111

b. Notes receivable and other receivables
The Group estimated notes receivable and other receivabtes’erable amount and carrying amount
are equal, so the Group did not recognize allowance for impairment loss.

12. INVENTORIES

December 31

2016 2015
Finished goods $ 350,654 $ 391,440
Work in progress 984,655 1,246,050
Raw materials 1,330,195 1,533,342
Inventory in transit 115,352 28,630
$ 2,780,856 $ 3,199,462

The cost of inventories recognized as cost of goods sold fgiettre ended December 31, 2016 and 2015
was $11,372,959 thousand and $11,375,391 thousand, respectively.
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The cost of inventories recognized as cost of goods sold foedrs ended December 31, 2016 and 2015
included inventory write-downs $22,957 thousand and reversal of inventorydaevites $70,568 thousand,
respectively. Previous write-downs were reversed as a resattrefised selling prices in certain markets.

. SUBSIDIARIES

The consolidated entities as of December 31, 2016 and 2015 are listed b&here was no subsidiary
excluded from consolidated financial statements.

% of Ownership
December 31

Investor Investee Nature of Activities 2016 2015 Remark
The Company Nien Hsing International Investment holding company 100.00 100.00
(B.V.1.) Co., Ltd.
Nien Hsing International Business investments 100.00 100.00
Investment Co., Ltd.
Chu Hsing Garment Manufactures jeans 100.00 100.00 Note 33
(Cambodia) Co., Ltd.
Chih Hsing Garment Manufactures jeans 100.00 100.00 Note 33
(Cambodia) Co., Ltd.
Nien Hsing Garment Manufactures jeans 100.00 100.00 Note 33
(Vietnam) Co., Ltd.
Nien Hsing Garment (Ninh ~ Manufactures jeans 100.00 100.00
Binh) Co., Ltd.
Alpha Textile (Nicaragua) Dyes leisure clothing 100.00 100.00 Note 33
S.A.
Nien Hsing Nien Hsing International Investment holding company 100.00 100.00
International (Bermuda) Ltd.
(B.V.L) Co., Ltd.  Nien Hsing International Investment holding company 100.00 100.00
(Samoa) Ltd.
Phoenix Development & Sells denim and makes business  100.00 100.00
Marketing Co., Ltd. investments
C Square Investment Co., Ltd.Investment holding company; al 77.50 77.50 Note 33
garment washing industry
Foster Capital Management Business rental 100.00 100.00 Note 33
Inc.
Nien Hsing Nien Hsing International Manufactures denims 99.99 99.99
International Victoria Ltd.
(Bermuda) Ltd. Nien Hsing Confeccion Ltd. Manufactures jeans 99.99 99.99
Nien Hsing C&Y Garments (Proprietary) Manufactures jeans 99.80 99.80
International Co., Ltd.
(Samoa) Ltd. Nien Hsing International Manufactures jeans 100.00 100.00
(Lesotho) Ltd.
Global Garments Co., Ltd. Manufactures jeans 100.00 100.00
Formosa Textile Co., Ltd. Manufactures denims 100.00 100.00
C Square Investment C Square Garment Co., Ltd. Garment washing industry 100.00 100.00 Note 33
Co., Ltd.

The financial statements of subsidiaries included in the calased financial statements were audited by
independent auditors for the years ended December 31, 2016 and 2015.

To reallocate resources, the Company’s board of directors ochM&, 2017, resolved to dispose some of
the subsidiaries; refer to Note 33.

INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD

Investments in Associates

December 31

2016 2015
Associates that are not individually material $ 292,258 $ 319,149
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Aggregate information of associates that are not individually mhateria

For the Year Ended December 31

2016 2015
The Group’s share of:
Profit for the year $ 37,447 $ 24,532
Other comprehensive income 258 16,795
Total comprehensive income for the year $ 37,705 $ 41,327

Refer to Table 6 “Information on Investees” for the natureadiivities, principal place of business and
country of incorporation of the associates.

All the associates are accounted for using the equity method.

Except for Wu Hsing International Co., Ltd. and Top Fashion Inélisda., Ltd., investments accounted
for by the equity method and the share of profit or loss and ottreprehensive income of those
investments were calculated based on the financial statertetthave been audited. Management
believes there is no material impact on the equity method accounting or thlatt@icof the share of profit
or loss and other comprehensive income, from the financial stateofe'u Hsing International Co., Ltd.
and Top Fashion Industrial Co., Ltd. that have not been audited.

. PROPERTY, PLANT AND EQUIPMENT

December 31

2016 2015
Carrying amount

Land and land improvements $ 536,867 $ 545,381
Buildings 1,383,496 1,573,946
Machinery and equipment 617,319 532,190
Transportation equipment 20,669 25,178
Office equipment 9,037 6,162
Miscellaneous equipment 258,965 246,115
Construction in process 11,803 3,632

$ 2,838,156 $ 2,932,504

Movement in the property, plant and equipment of 2016 and 2015 refer to Table 7.

The above items of property, plant and equipment were depreciatedstraight-line basis over the

estimated useful life of the asset:

Land improvements 3-4 years
Buildings

Main buildings 25-60 years

Construction for drain water 3-20 years
Machinery and equipment 3-11 years
Transportation equipment 2-10 years
Office equipment 2-10 years
Miscellaneous equipment 3-20 years
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16.

17.

Refer to Note 31 for the carrying amount of property, plant ancegpnt were pledged by the Group to
secure borrowings.

The Company signed trust deeds with related parties for agrulots the Company bought under the
name of them, under which both of them agreed to follow the Companrijten instructions on the use of
these assets and attribute any profits generated from these adsetSdmpany.

INVESTMENT PROPERTIES
December 31
2016 2015
Land $ 24,275 $ 24,275

The Group had no significant addition to, disposal of, or impairmeimvastment properties for the years
ended December 31, 2016 and 2015.

As of December 31, 2016 and 2015, the fair value of the investment mepeas $44,464 thousand and
$45,028 thousand, respectively. The management of the Group used Htowadarived at based on
reference market evidence of transaction prices for similar giege

OTHER INTANGIBLE ASSETS
December 31
2016 2015
Expertise $ 9,550 $ 19,492

Except for the effect on the foreign currency exchange differences, dog Gad no significant addition to,
disposal of, or impairment on other intangible assets for the years eadechber 31, 2016 and 2015.

The above item of other intangible asset was applied inrtliegsional washing plant and depreciated on a
straight-line basis for 5 years since the beginning of production in 2011.

18. BORROWINGS

a. Short-term borrowings

December 31

2016 2015
Unsecured borrowings
Line of credit borrowings $ 196,406 $ 462,367
The range of interest rate
Unsecured borrowings
Line of credit borrowings 1.05%-2.23%  0.77%-1.37%
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b. Long-term borrowings

December 31

2016 2015
Unsecured borrowings
Loan of credit borrowings (1) $ 560,000 $ 560,000
Loan of credit borrowings (2) 350,000 350,000
910,000 910,000
Less: Current portions 364,000 -
Long-term borrowings $ 546,000 $ 910,000
The range of interest rate
Unsecured borrowings
Loan of credit borrowings (1) 1.350% 1.502%
Loan of credit borrowings (2) 1.350% 1.502%

1) On December 11, 2013, a five-year credit line agreement amgumoti$800,000 thousand was
signed by the Company with CCB. Under this agreement, the Companyeay the principal
semiannually on the fourth year from December 11, 2013, or make auwnprincipal repayment
at the end of 36 months from the date of the Company’s first use ofdtl# line, which was on

April 25, 2014.

2) On December 2, 2013, a five-year credit line agreement aimguiat $500,000 thousand was
signed by the Company with Hua Nan Bank. Under this agreemer@othpany may repay the
principal semiannually on the fourth year from December 11, 2013a&e a one-time principal
repayment at the end of 36 months from the date of the Companyisstrsef the credit line, which
was on April 25, 2014.

19. NOTES PAYABLE AND TRADE PAYABLES

December 31

2016 2015
Notes payable $ 113,305 $ 141,934
Trade payables $ 433,328 $ 434,543

Both notes payable and trade payables were generated from operatitig®cti

The average credit period on purchases of certain goods wasy8dodd20 days. The Group has
financial risk management policies in place to ensure thabglibles are paid within the pre-agreed credit

terms.
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20. OTHER LIABILITIES

December 31

2016 2015
Other payables
Payable for salaries or bonus $ 455,923 $ 452,256
Payable for fuels and utilities 36,233 29,815
Payable for employees’ compensation 9,050 10,373
Payable for annual leave 16,580 14,277
Others 217,511 170,480

$ 735,297 $ 677,201

21. PROVISIONS FOR ONEROUS CONTRACTS

December 31

2016 2015
Onerous contracts $ - $ 8,654

Where the Group has a cotton-purchased contract under whichaiveidable costs of meeting the
obligations under the contract exceed the economic benefits expedie received from the contract, the
present obligations arising under onerous contracts are recognized andegheasprovisions.

22. RETIREMENT BENEFIT PLANS
a. Defined contribution plans

The Company adopted a pension plan under the Labor Pension Act (thé),“lMA#fich is a
state-managed defined contribution plan. Under the LPA, an emikgs monthly contributions to
employees’ individual pension accounts at 6% of monthly salaries and wages.

The pension plan policies of subsidiaries overseas follow loead, and Nien Hsing International
Investment Co., Ltd. has no employee.

b. Defined benefit plans

The defined benefit plan adopted by the Company in accordance wittalioe Standards Law is
operated by the government. Pension benefits are calculated badils of the length of service and
average monthly salaries of the six months before retiremdiie Company contribute amounts equal
to 3% (6% from September 2015) of total monthly salaries amgsvid a pension fund administered
by the pension fund monitoring committee. Pension contributions areitgepas the Bank of
Taiwan in the committee’s name. Before the end of each yearoup assesses the balance in the
pension fund. If the amount of the balance in the pension fund is inagléguuaty retirement benefits
for employees who conform to retirement requirements in theyeext the Group is required to fund
the difference in one appropriation that should be made beforadhaf &arch of the next year. The
pension fund is managed by the Bureau of Labor Funds, Ministry of I(aherBureau”); the Group
has no right to influence the investment policy and strategy.
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The amounts included in the consolidated balance sheets in restiecGbup’s defined benefit plans
were as follows:

December 31

2016 2015
Present value of defined benefit obligation $ 394,721 $ 407,128
Fair value of plan assets (163,098) (36,793)
Net defined benefit liability $ 231,623 $ 370,335
Movements in net defined benefit liability were as follows:
Present Value
of the Defined Net Defined
Benefit Fair Value of Benefit
Obligation the Plan Assets Liability (Asset)
Balance at January 1, 2015 $ 384,973 $ (31,281) $ 353,692
Service cost
Current service cost 6,451 - 6,451
Past service cost and loss (gain) on
settlements (1,555) - (1,555)
Net interest expense (income) 6,660 (512) 6,148
Recognized in profit or loss 11,556 (512) 11,044
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (726) (726)
Actuarial (gain) loss - changes in
demographic assumptions 683 - 683
Actuarial (gain) loss - changes in financial
assumptions 23,598 - 23,598
Actuarial (gain) loss - experience
adjustments (1,737) - (1,737)
Recognized in other comprehensive income 22,544 (726) 21,818
Contributions from the employer - (14,927) (14,927)
Benefits paid (10,653) 10,653 -
Liabilities extinguished on settlement (1,292) - (1,292)
Balance at December 31, 2015 $ 407,128 $ (36,793) $ 370,335
Balance at January 1, 2016 $ 407,128 $ (36,793) $ 370,335
Service cost
Current service cost 6,159 - 6,159
Past service cost and loss (gain) on
settlements (1,503) - (1,503)
Net interest expense (income) 5,043 (561) 4,482
Recognized in profit or loss 9,699 (561) 9,138
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (348) (348)
(Continued)
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Present Value
of the Defined Net Defined
Benefit Fair Value of Benefit
Obligation the Plan Assets Liability (Asset)

Actuarial (gain) loss - changes in

demographic assumptions $ 108 $ - $ 108
Actuarial (gain) loss - changes in financial
assumptions (10,243) - (10,243)

Recognized in other comprehensive income (10,135) (348) (10,483)

Contributions from the employer (137,367) (137,367)

Benefits paid (11,971) 11,971 -

Balance at December 31, 2016 $ 394,721 $ (163,098) $ 231,623
(Concluded)

An analysis by function of the amounts recognized in profit or losegpect of the defined benefit
plans is as follows:

For the Year Ended December 31

2016 2015
Operating costs $ 7,581 $ 8,737
Selling and marketing expenses 421 898
General and administrative expenses 931 1,199
Research and development expenses 205 210

$ 9,138 $ 11,044

Through the defined benefit plans under the Labor Standards the Group is exposed to the
following risks:

1) Investment risk: The plan assets are invested in dmviaest foreign/equity and debt securities,
bank deposits, etc. The investment is conducted at the discretithre @ureau or under the
mandated management. However, in accordance with relevant regjldimneturn generated by
plan assets should not be below the interest rate for a 2-year timé deghoecal banks.

2) Interestrisk: A decrease in the government bond interesivithincrease the present value of the
defined benefit obligation; however, this will be partiallyset by an increase in the return on the
plan’s debt investments.

3) Salary risk: The present value of the defined benefigatidin is calculated by reference to the
future salaries of plan participants. As such, an increatbe igalary of the plan participants will
increase the present value of the defined benefit obligation.

The actuarial valuations of the present value of the defirekfit obligation were carried out by
qualified actuaries. The significant assumptions used fgouhmoses of the actuarial valuations were
as follows:

December 31

2016 2015
Discount rates 1.25% 1.25%
Expected rates of salary increase 2.00% 2.00%
Turnover rate 0.73% 0.78%
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If possible reasonable change in each of the significantradtaasumptions will occur and all other
assumptions will remain constant, the present value of theedelianefit obligation would increase
(decrease) as follows:

December 31

2016 2015

Discount rates

0.25% increase $ (11,073) $(12,017)

0.25% decrease $ 11,532 $ 12,536
Expected rates of salary increase

0.25% increase $ 11,417 $ 12,411

0.25% decrease $ (11,020) $ (11,959)
Turnover rate

10% increase $ (563) $ (733)

10% decrease $ 566 $ 737

The sensitivity analysis presented above may not be représemhthe actual change in the present
value of the defined benefit obligation as it is unlikely it change in assumptions would occur in
isolation of one another as some of the assumptions may be correlated.

December 31

2016 2015
The expected contributions to the plan for the next year $ 36,028 $ 23,520
The average duration of the defined benefit obligation 11 years 12 years

23. EQUITY

a. Share capital

Ordinary shares

December 31

2016 2015
Numbers of shares authorized (in thousands) 600,000 600,000
Shares authorized $ 6,000,000 $ 6,000,000
Number of shares issued and fully paid (in thousands) 400,000 400,000
Shares issued $ 4,000,000 $ 4,000,000

Fully paid ordinary shares, which have a par value of $10, cagwote per share and carry a right to
dividends.
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b. Capital surplus

December 31

2016 2015

Share premium $ 89 $ 89
Treasury share transactions 5,952 5,952
Gain on disposal of property, plant and equipment 255 255
Consolidation excess 380,471 380,471
The difference between consideration received or paid and the

carrying amount of the subsidiaries’ net assets during actual

disposal or acquisition 17,473 17,473
Changes in percentage of ownership interest in subsidiaries 1,194 1,194
Others 5,155 5,155

$ 410,589 $ 410,589

The capital surplus arising from shares issued in excess ¢hplding share premium from issuance
of common shares, consolidation excess, the difference betwesideration received or paid and the
carrying amount of the subsidiaries’ net assets during adisdbsal or acquisition and treasury share
transactions) and donations may be used to offset a deficiigidition, when the Company has no
deficit, the capital surplus may be distributed as cash did&leor may be transferred to share capital
within a certain percentage of the Company’s capital suighee a year. The capital surplus from
share of changes in equities of subsidiaries may be used to offsetita defic

c. Retained earnings and dividend policy

In accordance with the amendments to the Company Act in May 201®cipeents of dividends and
bonuses are limited to shareholders and do not include employeessharbébolders held their regular
meeting on June 13, 2016 and, in that meeting, had resolved amendmenBampiagy’s Articles of
Incorporation (the “Articles”), particularly the amendment to thikcp@n dividend distribution and the
addition of the policy on distribution of employees’ compensation.

Under the dividend policy as set forth in the amended Artiglbgre the Company made profit in a
fiscal year, the profit shall be first utilized for payitaxes, offsetting losses of previous years, setting
aside as legal reserve 10% of the remaining profitingetiside or reversing a special reserve in
accordance with the laws and regulations, and then any remaiaifiigtogether with any undistributed
retained earnings shall be used by the Company’s board of direstdise basis for proposing a
distribution plan, which should be resolved in the shareholderdingefer distribution of dividends
and bonus to shareholders. For the policies on distribution of emplogeepensation and
remuneration of directors and supervisors before and after amenhdphease refer to employee
benefits expense in Note 24(5).

The Company can appropriate all the distributable earnings, takogccount financial, business and
operating factors. Appropriations may be in the form of cagldehds or stock dividends, with cash
dividends currently preferred because the Company’s businesstisem In addition, any stock
dividends distributed should not exceed 50% of the total distributiinthe Company has no
unappropriated earnings, if earnings appropriable are much lesshehgior year's, or if certain
financial, business and operating factors need to be consideeddgtl reserve may be distributed in
accordance with relevant laws or regulations or as requested byhbetasd in charge.

Appropriation of earnings to the legal reserve shall be madé tinetilegal reserve equals the
Company’s paid-in capital. The legal reserve may be usedstet afeficits. If the Company has no
deficit and the legal reserve has exceeded 25% of the Comsppaig-in capital, the excess may be
transferred to capital or distributed in cash.
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Under Order No. 1010012865 and Rule No. 1010047490 issued by the FSC and thee ditiectiv
“Questions and Answers for Special Reserves Appropriatecdwolj Adoption of IFRSs”, the
Company should appropriate or reverse to a special reserve.

Except for non-ROC resident shareholders, all shareholdersirgcéie dividends are allowed a tax
credit equal to their proportionate share of the income tax paid by the Company.

The appropriations of earnings for 2015 and 2014 approved in the sharghwleetings on June 13,
2016, and June 15, 2015, respectively, were as follows:

Appropriation of Earnings Dividends Per Share (NT$)
For the Year Ended For the Year Ended
December 31 December 31
2015 2014 2015 2014
Legal reserve $ 67,522 $ 69,999
Cash dividends 600,000 720,000 $ 15 $ 1.8

The appropriations of earnings for 2016 had been proposed by the Companyg'©bdaectors on
March 16, 2017. The appropriations were as follows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 73,274
Special reserve 153,447
Cash dividends 600,000 $1.5

The appropriations from the 2016 earnings, including the bonus to empky@else remuneration to
directors and supervisors, are subject to the approval of the sharghwideting to be held on June 13,
2017.

Others equity items

1) Exchange differences on translating foreign operations

For the Year Ended December 31

2016 2015

Balance at January 1 $ (202,241) $ (130,096)
Exchange differences arising on translating the foreign

operations (135,294) (85,734)
Share of exchange difference of associates accounted for

using the equity method 258 (1,188)
Income tax related to gains arising on translating the net

assets of foreign operations 22,956 14,777
Balance at December 31 $ (314,321) $ (202,241)

Exchange differences relating to the translation of the sesultl net assets of the Company’s
foreign operations from their functional currencies to the Compamgsentation currency (New

Taiwan dollars) were recognized directly in other comprekensicome and accumulated in the
foreign currency translation reserve. Exchange differepmmgously accumulated in the foreign

currency translation reserve were reclassified to prafiloss on the disposal of the foreign
operation.
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2) Unrealized gain (loss) on available-for-sale financial assets

For the Year Ended December 31

2016 2015

Balance at January 1 $ 290,903 $ 345,463
Unrealized gain arising on revaluation of available-for-sale

financial assets (130,029) (72,341)
Share of unrealized gain on revaluation of available-for-sale

financial assets of associates accounted for using the

equity method - 17,781
Balance at December 31 $ 160,874 $ 290,903

Unrealized gains or losses on available-for-sale finanss#ta represents the cumulative gains and
losses arising on the revaluation of available-for-salenfii@h assets that have been recognized in
other comprehensive income, net of amounts reclassified to prdéis®mwhen those assets have

been disposed of or are determined to be impaired.

e. Non-controlling interests

For the Year Ended December 31

2016 2015
Balance at January 1 $ 70,750 $ 71,307
Attributable to non-controlling interests:
Share of loss for the year (2,210) (3,295)
Exchange difference arising on translation of foreign entities (1,394) 2,738
Balance at December 31 $ 67,146 $ 70,750

24. NET PROFIT
Net profit:
a. Other income

For the Year Ended December 31

2016 2015

Rental income (Note 30) $ 1,169 $ 6,906
Interest income

Bank deposits 10,654 11,588

Debt investments with no active market - non-current 24,736 25,079
Compensation revenue 34,836 34,220
Dividends 38,115 37,599
Tariff refund income 53,199 38,010
Others 31,433 5,757

$ 194,142 $ 159,159
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b. Other gains and losses

For the Year Ended December 31

2016 2015

Gain (loss) on disposal of property, plant and equipment and

investment property $ (7,951) $ 1,823
Gain (loss) on disposal of investment (2,663) 8,043
Net foreign exchange gains 15,858 39,824
Net gain arising on financial assets classified as held for trading 2,219 297
Impairment loss recognized on financial assets (52,931) (2,004)
Compensation loss (22,162) (7,067)
Others (52,569) (50,903)

$ (120,199) $  (9,987)

c. Finance costs

For the Year Ended December 31

2016 2015
Interest on bank loans $ 15,746 $ 19,645
Others 1 117

$ 15,747 $ 19,762

d. Depreciation and amortization

For the Year Ended December 31

2016 2015
Property, plant and equipment $ 569,462 $ 725,409
Long-term prepayments for lease 1,644 1,763
Intangible assets 9,561 9,409

$ 580,667 $ 736,581

An analysis of deprecation by function

Operating costs $ 555,448 $ 705,082
Operating expenses 14,014 15,991
Other losses - 4,336

$ 569,462 $ 725,409

An analysis of amortization by function

Operating costs $ 11,205 $ 11,172
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e.

Employee benefits expense

For the Year Ended December 31

2016 2015
Post-employment benefits (see Note 22)
Defined contribution plans $ 27,661 $ 28,132
Defined benefit plans 9,138 11,044
36,799 39,176
Short-term benefits 3,341,428 3,172,585

$ 3,378,227 $ 3,211,761

An analysis of employee benefits expense by function

Operating costs $ 3,014,718 $ 2,886,845
Operating expenses 363,509 324,916

$ 3,378,227 $ 3,211,761
1) Employees’ compensation for 2016 and 2015

In compliance with the Company Act as amended in May 2015 and the amAnildes of
Incorporation of the Company approved by the shareholders in their meatidgne 2016, the
Company accrued employees’ compensation at the rates highd@than net profit before income
tax and employee’s compensation. For the years ended December B81ar012015, the
employees’ compensation were $9,030 thousand and $8,252 thousand, respbeateslyon the
past experience and present operating conditions.

If there is a change in the amounts after the annual consdidatancial statements were
authorized for issue, the differences are recorded as a changedndbating estimate.

There was no difference between the actual amounts of emgl@gepensation paid and the
amounts recognized in the consolidated financial statements for thengesatt December 31, 2015.

Information on the employees’ compensation resolved by the Company&sdiadirectors in 2017
and 2016 is available at the Market Observation Post Systebsite of the Taiwan Stock
Exchange.

2) Bonus to employees and remuneration of directors and supervisors for 2014

Before the amendment to the Company Act that stipulated thrédign of earning after income
tax, the bonus to employees and remuneration of directors and suges¥ieald be no less than
1% of the earning. Considering past experience and the curreatiopar status, the Company
estimated the bonus to employees for the year ended December 31, 2014.

The bonus to employees and remuneration of directors and supefeis@014 which have been
approved in the shareholders’ meeting on June 15, 2015 were as follows:

For the Year
Ended
December 31,
2014
Cash

Bonus to employees $ 7,500
Remuneration of directors and supervisors 6,825
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There was no difference between the amounts of the bonus to eeplayd the remuneration of
directors and supervisors approved in the shareholders’ meetingneri3, 2015 and the amounts
recognized in the consolidated financial statements for the gdaddecember 31, 2014.

Information on the bonus to employees and remuneration of directoupadisors resolved by

the shareholders in their meeting in 2015 is available atvihikket Observation Post System
website of the Taiwan Stock Exchange.

25. INCOME TAXES
a. Major components of tax expense recognized in profit or loss

For the Year Ended December 31

2016 2015
Current tax
In respect of the current year $ 84,410 $ 79,970
Deferred tax
In respect of the current year 79,734 69,468
Adjustment for prior years 21,995 1,008
Income tax expense recognized in profit or loss $ 186,139 $ 150,446

A reconciliation of accounting profit and income tax expenses is as follows

For the Year Ended December 31

2016 2015
Profit before tax $ 916,672 $ 822,370
Income tax expense calculated at the statutory rate $ 158,047 $ 147,672
Nondeductible expenses in determining taxable income 6,097 1,766
Adjustments for prior years’ tax 21,995 1,008
Income tax expense recognized in profit or loss $ 186,139 $ 150,446

The applicable tax rate used above is the corporate tax rate of 17% paydigésbgup in ROC. Tax
rates used by other group entities operating in other jurisdiciimndased on the tax laws in those

jurisdictions.

As the status of 2017 appropriations of earnings is uncertainptéetial income tax consequences of
2016 unappropriated earnings are not reliably determinable.

b. Income tax recognized in other comprehensive income

For the Year Ended December 31

2016 2015
Deferred tax
In respect of the current year:
Translation of foreign operations $ (22,956) $ (14,777)
Remeasurement on defined benefit plan 1,782 (3,709)

$ (21,174) $ (18,486)
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c. Current tax liabilities

Current tax liabilities
Income tax payable

d. Deferred tax assets and liabilities

December 31

2016

$ 53,441

The movements of deferred tax assets and deferred tax liabilitiessvErkows:

For the year ended December 31, 2016

Opening
Deferred Tax Assets Balance
Temporary differences
Exchange difference on
foreign operations $ 170,412
Provisions for pension
cost 56,035
Allowance for loss of
write-down of
inventories 13,763
Allowance for impairment
loss of trade receivables 4,913
Defined benefit obligatior 8,862
Provisions for warranty 4,797
Provisions for onerous
contracts 1,471
Others 3,013
$ 263,266
Opening
Deferred Tax Liabilities Balance
Temporary differences
Share of earnings of
subsidiaries $ (391,283)

Recognized in

Other
Recognized in Comprehensive
Profit or Loss Income
$ - $ 22,956
(21,799) -
3,589 -
3,622 -
- (1,782)
(648) -
(1,471) -
5,145 -

$ (11,562) $ 21,174

Recognized in

Other
Recognized in Comprehensive
Profit or Loss Income

$ (68,172) $ -
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$ 67,057

Closing
Balance

$ 193,368

34,236

17,352
8,535

7,080
4,149

8,158

$ 272,878

Closing
Balance

$ (459,455)



For the year ended December 31, 2015

Recognized in

Other
Opening Recognized in Comprehensive Closing
Deferred Tax Assets Balance Profit or Loss Income Balance
Temporary differences
Exchange difference on
foreign operations $ 155,635 $ - $ 14,777 $ 170,412
Provisions for pension
cost 56,915 (880) - 56,035
Allowance for loss of
write-down of
inventories 24,666 (10,903) - 13,763
Allowance for impairment
loss of trade receivables 9,104 (4,191) - 4913
Defined benefit obligation 5,153 - 3,709 8,862
Provisions for warranty 4,662 135 - 4,797
Provisions for onerous
contracts 782 689 - 1,471
Others 569 2,444 - 3,013
$ 257,486 $ (12,706) $ 18,486 $ 263,266
Recognized in
Other
Opening Recognized in Comprehensive Closing
Deferred Tax Liabilities Balance Profit or Loss Income Balance
Temporary differences
Share of earnings of
subsidiaries $ (334,521) $ (56,762) $ - $ (391,283)

. Deductible temporary differences and unused loss carryforfardsich no deferred tax assets have
been recognized in the consolidated balance sheets

December 31

2016 2015
Loss carryforwards
Expire in 2019 $ 42,391 $ 42,391
Expire in 2020 10,086 10,086
Expire in 2023 1,722 1,722
Expire in 2024 3,956 3,037
Expire in 2026 4,211 -

$ 62,366 $ 57,236

Deductible temporary differences
Unrealized investment loss $ 29,762 $ 4514
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f. Integrated income tax

December 31

2016 2015
Unappropriated earnings
Generated before January 1, 1998 $ 360,545 $ 360,545
Generated on and after January 1, 1998 3,029,429 2,955,507
$ 3,389,974 $ 3,316,052
Shareholder-imputed credit account $ 457,380 $ 467,594

The creditable ratios for the distribution of the earning80df6 and 2015 were 15.55% (expected ratio)
and 17.04%, respectively.

g. Income tax assessments

Income tax returns of the Company and Nien Hsing Internationakiment Co., Ltd. through 2014
had been examined by the tax authorities. The Company filed adatinestappeals for the
reexamination of the overseas dividend revenues in the 2009 uax, r@d was dismissed by Supreme
Administrative Court in September 2015. The difference bmtwbe Company’s declared amount
and the amount based on the tax authorities’ examination was rembgnizhe 2011 financial
statements.

26. EARNINGS PER SHARE

Unit: NT$ Per Share

For the Year Ended December 31

2016 2015
Basic earnings per share $ 1.83 $ 1.69
Diluted earnings per share $ 1.83 $ 1.69

The earnings and weighted average number of ordinary sharéandirtg in the computation of earnings
per share from continuing operations were as follows:

Net Profit for the Year

For the Year Ended December 31

2016 2015
Earnings used in the computation of basic and diluted earnings per
share $ 732,743 $ 675,219
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27.

28.

Weighted average number of ordinary shares outstanding (in thousand: shares)

For the Year Ended December 31

2016 2015
Weighted average number of ordinary shares in computation of basic
earnings per share 400,000 400,000
Effect of potentially dilutive ordinary shares:
Compensation issue to employees 448 531

Weighted average number of ordinary shares used in the
computation of diluted earnings per share 400,448 400,531

If the Group offered to settle compensation paid to employees inocagtares, the Group assumed the
entire amount of the compensation will be settled in sharethan@sulting potential shares were included
in the weighted average number of shares outstanding used in the computdilicedarnings per share,
as the effect is dilutive. Such dilutive effect of the ptitd shares is included in the computation of
diluted earnings per share until the number of shares to be distribn employees is resolved in the
following year.

OPERATING LEASE ARRANGEMENTS

The Group as Lessor

Operating leases relate to leasing the investment properigd by the Group with lease terms between 1
to 7 years.

The future minimum lease payments of non-cancellable operating leasasvellows:

December 31

2016 2015
Not later than 1 year $ 958 $ 739
Later than 1 year and not later than 5 years 1,241 980
$ 2199 $ 1,719

CAPITAL MANAGEMENT

The Group manages its capital to ensure that entities in tbepGwill be able to continue as going
concerns while maximizing the return to stakeholders through ttimipgtion of the debt and equity
balance.

Key management personnel of the Group review the capitatigeuon a quarterly basis. As part of this
review, the key management personnel consider the cost tdilcapil the risks associated with each class
of capital. Based on recommendations of the key management pérsommnder to balance the overall
capital structure, the Group may adjust the amount of dividendstpahareholders, the number of new
shares issued or capital reduced, and/or the amount of new debt isexistiroy debt redeemed.
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29. FINANCIAL INSTRUMENTS
a. Fair value of financial instruments that are not measured a&afag
Management believes the carrying amounts of financial amsdtinancial liabilities recognized in the
consolidated financial statements approximate their fair satwetheir fair values cannot be reliably
measured.

b. Fair value of financial instruments that are measured at fair @alagecurring basis.

Fair value hierarchy

Level 1
December 31
2016 2015
Available-for-sale financial assets
Securities listed in ROC
Equity securities $ 311,338 $ 441,367

There were no transfers between Levels 1 and 2 in the current and pads per
c. Categories of financial instruments

December 31

2016 2015
Financial assets
Loans and receivables (1) $ 4,746,561 $ 4,350,866
Available-for-sale financial assets (2) 1,655,107 1,852,453
Financial liabilities
Amortized cost (3) 2,428,681 2,651,461

1) The balances included loans and receivables measured atzathodst, which comprise cash and
cash equivalents, notes and trade receivables, other abklesy other financial assets, debts
investment with no active market, and refundable deposit.

2) The balances included the carrying amount of available-for-sale iihassets measured at cost.

3) The balances included financial liabilities measuredratréized cost, which comprise short-term
and long-term borrowings including current portion of long-term banksloaotes and trade
payables, payables to related parties, other payables and guarantes depssed.

d. Financial risk management objectives and policies

The Group’s major financial instruments include equity and oelgstments, trade receivable, trade
payables, bonds payable and borrowings. The Group’s Corporate ryrasiion provides services
to the business, coordinates access to domestic and interndir@aradial markets, monitors and
manages the financial risks relating to the operations oGtoep through internal risk reports which
analyze exposures by degree and magnitude of risks. Theseintdde market risk (including
currency risk, interest rate risk and other price risk), creditamskliquidity risk.
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The Corporate Treasury function reports quarterly to the Grougksmanagement committee, an
independent body that monitors risks and policies implemented to mifiglaxposures.

1) Market risk

The Group’s activities exposed it primarily to the finahcisks of changes in foreign currency
exchange rates (see (a) below) and interest rates (see (b) below).

a) Foreign currency risk

The Group had foreign currency sales and purchases, which expos€dotige to foreign

currency risk. Exchange rate exposures were managed by adjhstingt position between
foreign assets and foreign liabilities and within approved pglasameters utilizing forward
foreign exchange contracts.

The carrying amounts of the Group’s foreign currency denominated anpnassets and
monetary liabilities exposing to foreign currency risk atend of the reporting period are set
out in Note 34.

Sensitivity analysis

The Group was mainly exposed to the U.S. dollar and the Mexican peso.

The following table details the Group’s sensitivity to a H%rease and decrease in New
Taiwan dollars (the functional currency) against the relefargign currencies. 5% is the
sensitivity rate used when reporting foreign currency iiglernally to key management
personnel and represents management’s assessment of the regsassblg change in foreign
exchange rates. The sensitivity analysis included only outatantbreign currency
denominated monetary items and adjusts their translation enthef the reporting period for a
5% change in foreign currency rates. A positive number belowaitedi@n increase in pre-tax
profit and other equity associated with New Taiwan dollarsgthen 5% against the relevant
currency. For a 5% weakening of New Taiwan dollars agdiirestelevant currency, there
would be an equal and opposite impact on pre-tax profit and other equitthearzhlances
below would be negative.

UusbD PESO
For the Year Ended For the Year Ended
December 31 December 31
2016 2015 2016 2015
Profit (loss) $ 92,236 $ 85,292 $ (3,416) $ (4,359)

b) Interest rate risk

The Group was exposed to interest rate risk because entities Broup borrowed funds at
both fixed and floating interest rates.
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The carrying amount of the Group’s financial assets and finalnadmlities with exposure to
interest rates at the end of the reporting period were as follows.

December 31

2016 2015
Fair value interest rate risk
Financial assets $ 352,130 $ 370,273
Cash flow interest rate risk
Financial assets 2,090,870 1,599,238
Financial liabilities 1,106,406 1,372,367

Sensitivity analysis

The sensitivity analyses below were determined based on the'&eyposure to interest rates
for non-derivative instruments at the end of the reporting perigdr floating rate liabilities,
the analysis was prepared assuming the amount of the liatilistanding at the end of the
reporting period was outstanding for the whole year. A 25 basis point inoredserease was
used when reporting interest rate risk internally to key managepersonnel and represents
management’s assessment of the reasonably possible change inhrateses

If interest rates had been 25 basis points higher/lower anthal variables were held constant,
the Group’s pre-tax profit for the years ended December 31, 2016 and V2918
increase/decrease by $2,461 thousand and $567 thousand, respectively.

c) Other price risk

The Group was exposed to equity price risk through its investrirehitéed equity securities.
Equity investments are held for strategic rather than trading purposes

Sensitivity analysis

The sensitivity analyses below were determined based oextfasure to equity price risks at
the end of the reporting period.

If equity prices had been 1% higher/lower, pre-tax other comprefeeimgiome for the years
ended December 31, 2016 and 2015 would increase/decrease by $3,113 thousi&hdldnd
thousand, respectively.

2) Credit risk

Credit risk refers to the risk that a counterparty wifiadét on its contractual obligations, resulting
in financial loss to the Group. The Group is exposed to creditfmigsk operating activities,
primarily on trade receivables, and from financing actisjtigrimarily on deposits, fixed-income
investments and other financial instruments with banks. Cristtitis managed separately for
business- and financial-related exposures.

Business-related credit risk

To maintain the quality of its accounts receivable, the Group dwablished management
procedures on dealing with credit risks.

Individual customers are assessed for their payment capabilityding financial status, aging
analysis, historical transactions, etc. In special casedving individual customers, the Group
may enhance its protection against credit risk by requiringaramly payment or using credit
insurance.
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As of December 31, 2016 and 2015, the Group’s 10 largest customers accoumed 6% and
82.34%, respectively, of accounts receivable, respectively. ToepGelieves the concentration
of credit risk is insignificant.

Financial credit risk

The credit risk from bank deposits, fixed income investmentso#imel financial instruments is
measured and supervised by the financial department of the Grobp. counterparties of the
Group are banks with good credit rankings, investment-grade financialtinsts, corporations and
the government, which have no contract performance risk. Thus, the @ledstirisignificant.

3) Liquidity risk

The Group manages liquidity risk by monitoring and maintaining &l le¥ cash and cash
equivalents deemed adequate to finance the Group’s operationsiitigdte the effects of
fluctuations in cash flows. In addition, management monitors theatitin of bank borrowings
and ensures compliance with loan covenants.

The Group’s current financial liabilities mature within @y and are not required for immediate
settlements. The Group’s guarantee deposits received under nentéwmancial liabilities do not

have a specific maturity.

30. TRANSACTIONS WITH RELATED PARTIES

Balances and transactions between the Company and its subsjdahich are related parties of the
Company, have been eliminated on consolidation and are not disciosleid note. Except for those

disclosed in Note 15, the details of transactions between the Gndugptlzer related parties are disclosed
below.

a. Operating revenues

For the Year Ended December 31

Line Items Related Party Categories 2016 2015
Processing income Associates $ 16,821 $ 17,906

The processing income is negotiated based on the required operating cost.

b. Other revenues

For the Year Ended December 31
Line Items Related Party Categories 2016 2015

Rental income Other related parties $ 79 $ 79

The Group leased operating property to related parties. The girieases is referred to local lease
standard and the payment was received monthly.

c. Payables to related parties (excluding loans from relatedg)artie

December 31

Line Items Related Party Categories 2016 2015
Other payables to related parties Associates $ 39,901 $ 24910
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31.

32.

The other payables to relate parties include the payment aif bélothers and receipts under custody
derived from the operation of related parties.

d. Compensation of key management personnel

For the Year Ended December 31

2016 2015
Short-term employee benefits $ 55,234 $ 50,295
Post-employment benefits 1,383 1,524

56,617 $ 51,819

The remuneration of directors and key executives was detafniypehe remuneration committee
having regard to the performance of individuals and market trends.

ASSETS PLEDGED AS COLLATERAL OR FOR SECURITY

The following assets were provided as loan issuance facilities atwinsuguarantees.

December 31
2016 2015

Property, plant and equipment $ 240,908 $ 249,491
Other financial assets - current 50 -

$ 240,958 $ 249,491
The revolving credit line of a syndicated loan agreement expir March 2014. However, the Group did
not retrieve the above collateral.
SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGN IZED COMMITMENTS

As of December 31, 2016 and 2015, unused letters of credit for peschhraw materials and machinery
and equipment amounted to $1,562,723 thousand and $849,255 thousand, respectively.

33. SIGNIFICANT EVENTS AFTER REPORTING PERIOD

a. On March 16, 2017, the board of directors resolved a reduction @ashecapital, reducing the cash
capital by 50.5% amounting to 2,020,000 thousand. The amount of paid-in aftpitdahe reduction
is 1,980,000 thousand. The aforementioned reduction is to be resolvéd Wune 13, 2017,
shareholders’ meeting and will be in effect after the approval bbaméd regulators.

b. Considering the end market's increase in demand for functpparel and the characteristics of the
fast fashion in stylish clothing, the Company intends to red#oitee resources, reduce the weight of
denim clothing, increase the investment in knitted garmendgdentralize the risk by diversifying its
business in order to continuously strengthen the Company's cowpetitivantage and enhance
business performance.
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As of March 16, 2017, under the approval of its board of directorsGthap signed the Sale and
Purchase Agreement (hereinafter referred to as “Sale andaBaré&greement”) with Texhong Textile
Group Limited (the Stock Exchange of Hong Kong Limited stock code 267@nh#er referred to as
“Texhong Company”) to dispose of the following assets (hereinafter refergsdthe “the assets”) with
the total amount of US$53,647 thousand (hereinafter referred to as tisfetreonsideration”):

1) 100% equity of Nien Hsing Garment (Vietham) Co., Ltd.

2) 100% equity of Chu Hsing Garment (Cambodia) Co., Ltd.

3) 100% equity of Alpha Textile (Nicaragua) S.A.

4) 100% equity of C Square Investment Co., Ltd.

5) 100% equity of Foster Capital Management Inc.

6) Chih Hsing Garment (Cambodia) Co., Ltd.’s plant and equipment.

7) The net assets and business (including but not limited to inyeetmiipment, and trade payables
to related parties, etc.) relating to the business of the previousnarggre-investment).

The transfer consideration is based on the book value as of Deceéini#916. However, the actual
transfer consideration will be adjusted according to the ureliditcounts as of April 30, 2017, based

on the Sale and Purchase Agreement. The transfer considexdtibe paid by electronic remittance
and shall be settled in accordance with the agreement.

34. EXCHANGE RATE OF FINANCIAL ASSETS AND LIABILITI ES DENOMINATED IN
FOREIGN CURRENCIES

The significant financial assets and liabilities denominated ingior@irrencies were as follows:

December 31, 2016

Foreign Carrying
Currencies Exchange Rate Amount
Financial assets
Monetary items
UsD $ 363 13.55 (USD:ZAR) $ 11,709
uUsD 81,938 32.22 (USD:NTD) 2,640,054
uUsD 950 29.325 (USD:NIC) 30,619
UsD 7,335 22,159 (USD:VND) 236,336
PESO 12 0.0484 (PESO:USD) 18
$ 2,918,736
Financial liabilities
Monetary items
uUsD 10,546 13.55 (USD:ZAR) $ 339,782
uUsD 22,672 32.22 (USD:NTD) 730,487
UsD 116 29.325 (USD:NIC) 3,727
PESO 43,823 0.0484 (PESO:USD) 68,330
$ 1,142,326
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December 31, 2015

Foreign Carrying
Currencies Exchange Rate Amount
Financial assets
Monetary items
UsD $ 916 15.55 (USD:ZAR) $ 30,138
UsD 81,730 32.88 (USD:NTD) 2,687,295
uUsD 516 27.920 (USD:NIC) 16,976
UsD 4,894 21,890 (USD:VND) 160,905
PESO 11 0.0577 (PESO:USD) 22
$ 2,895,336
Financial liabilities
Monetary items
UsD 6,773 15.55 (USD:ZAR) $ 222,688
uUsD 29,290 32.88 (USD:NTD) 963,042
UsD 114 27.920 (USD:NIC) 3,753
PESO 45,983 0.0577 (PESO:USD) 87,193
$ 1,276,676

For the years ended December 31, 2016 and 2015, (realized and unre&izia@ign exchange gains
were $15,858 thousand and $39,824 thousand, respectively. It is impréetidesiclose net foreign
exchange gains (losses) by each significant foreign curréneyto the variety of the foreign currency
transactions and functional currencies of the group entities.
35. SEPARATELY DISCLOSED ITEMS
a. Information about significant transactions and investees:
1) Financing provided to others. (None)

2) Endorsements/guarantees provided. (Table 1)

3) Marketable securities held (excluding investment in sidrges, associates and joint controlled
entities). (Table 2)

4) Marketable securities acquired and disposed at costs or prieastafiT$300 million or 20% of the
paid-in capital. (None)

5) Acquisition of individual real estate at costs of astddT $300 million or 20% of the paid-in
capital. (None)

6) Disposal of individual real estate at prices of attIB$300 million or 20% of the paid-in capital.
(None)

7) Total purchases from or sales to related parties amgumatiat least NT$100 million or 20% of the
paid-in capital. (Table 3)
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8) Receivables from related parties amounting to at 1e@$100 million or 20% of the paid-in
capital. (Table 4)

9) Trading in derivative instruments. (Note 7)
10) Intercompany relationships and significant intercompany transacti¢hable 5)
11) Information on investees. (Table 6)
b. Information on investments in mainland China

1) Information on any investee company in mainland China, showing the paimgipal business
activities, paid-in capital, method of investment, inward and autwamittance of funds,
ownership percentage, net income of investees, investment irmoloes, carrying amount of the
investment at the end of the period, repatriations of invedtmeome, and limit on the amount of
investment in the mainland China area. (None)

2) Any of the following significant transactions with investmmpanies in mainland China, either
directly or indirectly through a third party, and theircps, payment terms, and unrealized gains or

losses: (None)

a) The amount and percentage of purchases and the balarmereemtage of the related payables
at the end of the period.

b) The amount and percentage of sales and the balance anuqmgeas the related receivables at
the end of the period.

c) The amount of property transactions and the amount of the result@bg#osses.

d) The balance of negotiable instrument endorsements or geesantpledges of collateral at the
end of the period and the purposes.

e) The highest balance, the end of period balance, the intatestinge, and total current period
interest with respect to financing of funds.

f) Other transactions that have a material effect onptiodit or loss for the period or on the
financial position, such as the rendering or receiving of services.
36. SEGMENT INFORMATION
Information reported to the chief operating decision maker Her gurpose of resource allocation and
assessment of segment performance focuses on the typemds gr services delivered or provided.

Specifically, the Group’s reportable segments were as follows:

e Textile
e Garment
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a. Segment revenues and results

The following was an analysis of the Group’s revenue and operating tepuéiportable segment.

Segment Revenue

Segment Profit

For the Year Ended
December 31

For the Year Ended
December 31

2016 2015 2016 2015

Textile segment $ 807,054 $ 487,671

From outside customers $ 4,252,291 $ 4,053,872

From intersegment sales 1,408,470 1,675,504
Garment segment 206,484 315,185

From outside customers 8,754,278 8,737,607

From intersegment sales - -
Other segment 3,758 1,185

From outside customers 3,280 13,170

From intersegment sales - -
Elimination (1,408,470) (1,675,504)
Total revenues $ 13,009,849 $ 12,804,649 1,017,296 804,041
Unallocated amount

Administrative cost (141,896) (126,538)

Other shared expense (54,371) (9,075)
Operating income 821,029 668,428
Other income 194,142 159,159
Other gain and loss (120,199) (9,987)
Financial cost (15,747) (19,762)
Share of profit of associates

accounted for using the

equity method 37,447 24,532
Income before income tax $ 916,672 $ 822,370

The measure of the operating segments’ profit or loss is controlled byemaeat.
b. Segment assets and liabilities

December 31

2016 2015
Segment assets
Textile segment $ 4,438,868 $ 4,429,220
Garment segment 3,598,506 4,126,023
Other shared assets 5,113,062 5,020,830
Consolidated total assets $ 13,150,436 $ 13,576,073

The measure of the Group’s operating assets is the assetdledrby management. The measure of
operating liabilities is the Group’s capital budget and chpitemand that are not allocated by to
individual operating segments. Thus, the operating liabilitieshat subject to segment performance
evaluation.
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C.

Other segment information

For the Year Ended December 31

2016 2015
Depreciation and amortisation
Textile segment $ 308,062 $ 445,783
Garment segment 203,776 217,926
Other segment 68,829 72,872

$ 580,667 $ 736,581
The increase in non-current assets is not reviewed regbatiye chief operating decision maker for
the purpose of resource allocation and assessment of segment gecrmThus, non-current assets
are not disclosed in the operating segments.
Revenue from major products and services

The following is an analysis of the Group’s revenue from its major producteances:

For the Year Ended December 31

2016 2015
Fabrics $ 4252291 $ 4,053,872
Garments 8,754,278 8,737,607
Others 3,280 13,170

$ 13,009,849 $ 12,804,649

Geographical information

The Group operates in three principal geographical areaswaiaiAmerica, Africa and other Asian
areas. The Group’s revenue from external customers by loa#tiaperations and information about
its non-current assets by geographical location are as follows:

Revenue from

External Customers Non-current Assets
For the Year Ended December 31 December 31
2016 2015 2016 2015
Taiwan $ 10,145856 $ 9,920,023 $ 888,143 $ 901,343
America 2,148,907 1,921,647 575,761 583,043
Africa 710,965 944,353 553,831 526,252
Other areas in Asia 4,121 18,626 962,862 1,144,798

$ 13,009,849 $ 12,804,649 $ 2980597 $ 3,155436

Non-current assets exclude financial instruments, investraeotsunted for using the equity method,
deferred tax assets, refundable deposits.
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f.

Information on major customers

Single customers contributed 10% or more to the Group’s revenue for 2016 and 2055 fedlows:

2016

2015

Sales Amount

$ 3,389,857
2,128,313

$ 5,518,170

Customer A (Note 1)
Customer B (Note 2)

Note 1: Revenues from garment segment.

Note 2: Revenues from textile segment.
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NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

ENDORSEMENT/GUARANTEE PROVIDED
FOR THE YEAR ENDED DECEMBER 31, 2016
(In Thousands of New Taiwan Dollars)

TABLE 1

Counterparty Limits on Ratio of Endorsement/
Endorsement{Endorsement/
Endorsement/ Accumulated | Aggregate Guarantee
. Amount Guarantee | Guarantee .
Guarantee Maximum . Actual Endorsement/ |Endorsement/ . . Given on
Endorsement/Guarantee . Ending ) Endorsed/ Given by Given by
No. Nature of Given on Balance for Borrowing Guarantee to | Guarantee S Behalf of
Name . . . Balance Guaranteed L oy Parenton | Subsidiaries S
Relationship| Behalf of the Period Amount Net Equity in Limit Companies in
by Collaterals . . Behalf of | on Behalf of .
Each Party Latest Financial| (Note C) Subsidiaries Parent Mainland
(Note C) Statements (%) China
0 |Nien Hsing Textile Co., Ltd. [Phoenix Development & (Note B) $ 2,956,799 $ 677,363 $ 491,355 $ 72,436 $ - 4.99 $ 4,927,999 Y N N
(the “Company”) Marketing Co., Ltd.
Nien Hsing International (Note A) 2,956,799 400,000 400,000 144,000 - 4.06 4,927,999 Y N N
Investment Co., Ltd.

Notes:

A. Subsidiary

B. Wholly owned subsidiary of Nien Hsing International (B.V.l.) Ltd., which ishally owned subsidiary of the Company

C. The maximum total guarantee that the Company may provide is 50% ofrghegcaalue of its net assets, and maximum guarantee for each9pa@% of the carrying value of the Company’s net assets.
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TABLE 2

NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

MARKETABLE SECURITIES HELD
DECEMBER 31, 2016
(In Thousands of New Taiwan Dollars)

December 31, 2016

Relationship with the

Holding Company Name Type and Name of Marketable Securities Holding Company Financial Statement Account Shares Carrying Percentag_e of Fair Value Note
Value Ownership
Nien Hsing Textile Co., Ltd. __Stock

Mycenax Biotech Inc. - Available-for-sale financial 8,262,000 $ 280,908 7.38 $ 280,908Market price
asset - non-current

UFO Investment Corporation - Financial assets carried at cost 3,384,000 2,218 5.00 -
- non-current

Leadray Energy Co., Ltd. - Financial assets carried at cost 2,532,619 15,374 8.17 -
- non-current

Der Yang Biotechnology Venture Capital Co., Ltd. - Financial assaisdat cost 209,760 2,098 2.22 -
- non-current

Breeze Digital Technology Corp. - Financial assets carried &if cos 147,000 - 2.94 -

- non-current
Nien Hsing International (B.V.l.) Ltd. | _Bond
RABOBANK NEDERLAND - Bond investments with no 10,000 352,130 - -
active market - non-current

Phoenix Development & Marketing C{Fund

Ltd. Prodigy Strategic Investment Fund XXI Segregated - Financial assets carried at cost 12,336 393,369 - -

Portfolio - hon-current
Stock

Gongwin Biopharm Co., Ltd. - Financial assets carried at cost 2,500,000 64,440 2.57 -
- non-current

Analogix Semiconductor, Inc. - Financial assets carried at cost 75,811 3,552 0.15 -
- non-current

VeriSilicon Holdings (Cayman Islands) Co., Ltd. - Financial assetied at cost 193,547 9,680 0.23 -
- non-current

Paragon Wireless, Inc. - Financial assets carried at cost 431,542 - 0.97 -
- non-current

DigiMedia Technologies Co., Ltd. - Financial assets carried at|cost 368,532 - 0.54 -
- non-current

Thousand Luck Limited - Financial assets carried at cost 200,000 - 1.33 -
- non-current

ALO7 Limited - Financial assets carried at cost 113,733 5,631 0.37 -
- non-current

Digital Knowledge World Co., Ltd. - Financial assets carried at cost 357,140 2,416 0.26 -
- non-current

PHM Asia Holding Corporation - Financial assets carried at cost 1,160,092 644,400 2.32 -

- non-current

(Continued)

-62 -



Relationship with the

December 31, 2016

Holding Company Name Type and Name of Marketable Securities Holding Company Financial Statement Account Shares Carrying Percentage of Fair Value Note
Value Ownership
Nien Hsing International Investment | Stock
Co., Ltd. Mycenax Bigtech Inc. - Available-for-sale financial 895,000 30,430 0.80 $ 30,430Market price

assets - current

Imagic Technologies Co., Ltd. - Financial assets carried at cost 3,400 - 0.01 -
- non-current

Igiant Optics Co., Ltd. - Financial assets carried at cost 4,800 - 0.01 -
- non-current

TopRay Technologies, Inc. - Financial assets carried at cost 53,966 - 0.19 -
- non-current

Commoca Inc. - Financial assets carried at cost 40,300 - 0.21 -
- non-current

Princedom Precision Corporation - Financial assets carried at cost 33,266 - 0.24 -
- non-current

Koatech Technology Corp. - Financial assets carried at cost 809,280 8,221 1.59 -
- non-current

Alpha Optical Co., Ltd. - Financial assets carried at cost 421,322 4,702 0.70 -
- non-current

Leadray Energy Co., Ltd. - Financial assets carried at cost 2,910,578 17,668 9.39 -
- non-current

BioEngine Capital Inc. - Financial assets carried at cgst 15,000,000 150,000 5.26 -
- non-current

BioGend Therapeutics Co., Ltd. - Financial assets carried at cost 2,000,000 20,000 8.00 -

- non-current

Note:

Related information of investment of subsidiaries, assscéatd joint equity, please refer to Table 6.
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NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

TOTAL PURCHASE FROM OR SALE TO RELATED PARTIES AMOU NTING TO AT LEAST $100 MILLION OR 20% OF THE PAID-I

FOR THE YEAR ENDED DECEMBER 31, 2016

(In Thousands of New Taiwan Dollars)

N CAPITAL

TABLE 3

Transaction/ltem Details Abnormal Transaction Notes/ Tradg Payables or
Receivables
Buyer Related Party Relationship % to o Note
Purchgse/SaIe/ Amount Total Payment Terms | Unit Price Payment Terms | Ending Balance % to
Processing Expense Total
(Note C)
Nien Hsing Textile Co., Ltd. Formosa Textile CotdL Subsidiary Sale $ (694,145 (6) Note B - Note B $ 240,582 13
Formosa Textile Co., Ltd. Subsidiary Processingeesp 417,368 9 Note A Note A Note A 3 -
Nien Hsing Garment (Vietnam) Co., Ltd Subsidiary ogaissing expense 935,664 20 Note A Note A e Mot (152,103) (16)
Nien Hsing (Ninh Binh) Garment Co., Ltd. Subsidiary Processing expense 635,883 13 Note A Note A Note A (69,758) (8)
Chu Hsing Garment (Cambodia) Co., Ltd. Subsidiary rocBssing expense 860,196 18 Note A Note A te o (247,784) (27)
Alpha Textile (Nicaragua) S.A. Subsidiary Procegsmpense 149,481 3 Note A Note Al Note A 19,976) 2)
C&Y Garments Subsidiary Processing expense 303,2 6 Note A Note A Note A 10,210 1
Nien Hsing International (Lesotho) Co., Ltd. Sulesig Processing expense 295,561 6 Note A KWote Note A 43,223 2
Global Garments (Proprietary) Co., Ltd. Subsidiary Processing expense 297,282 6 Note A Note A te Mo 45,766 2
Nien Hsing Garment (Vietnam) Co., Ltd. Nien Hsingxiile Co., Ltd. Parent company Processing income (935,664) (100) Note A Note A Note A 152,103 10Q
Chu Hsing Garment (Cambodia) Co., Ltd. Nien Hsiegtile Co., Ltd. Parent company Processing income (860,196) (39) Note A Note A Note A 247,784 100
C Square Garment Co., Ltd. With same parent compRrgcessing expense 330,23¢ 40 Note A Note A ote W (39,468) (200
Nien Hsing (Ninh Binh) Garment Co., Ltd. Nien Hsihgxtile Co., Ltd. Parent company Processing income (635,883) (100) Note A Note A Note A 69,758 100
Formosa Textile Co., Ltd. Nien Hsing Textile Cotd L Parent company Purchase 694,145 100 Blote - Note B (240,582) (82
Nien Hsing Textile Co., Ltd. Parent company Proicessicome (417,368) (96 Note A Note A Note A - -
Phoenix Development & Marketing Co., Ltd. Nien Hginternational Victoria Ltd. With same parent canp |Processing expense 522,673 100 Note A Note A Note A (68,330) (76)
Nien Hsing International Victoria Ltd. Phoenix Déwgment & Marketing Co., Ltd. With same parent camyp |Processing income (522,673 (200) Note A Note A Note A 68,330 83
C Square Garment Co., Ltd. Chu Hsing Garment (Calmap&o., Ltd. With same parent compajfdrocessing income (330,236 (98) Note A Note A Note A 39,468 94
C&Y Garments Nien Hsing Textile Co., Ltd. Parentgany Processing income (303,237) (200) Note A Note A Note A (10,210) (89
Nien Hsing International (Lesotho) Co., Ltd. Niesikt Textile Co., Ltd. Parent company Processigrime (295,561) (200 Note A Note A Note A (43,223) (96
Global Garments (Proprietary) Co., Ltd. Nien Hsirextile Co., Ltd. Parent company Processing income (297,282) (100) Note A Note A Note A (45,766) (96
Alpha Textile (Nicaragua) S.A. Nien Hsing Textile CLtd. Parent company Processing income (B19,4 (100) Note A Note A Note A 19,976 100

Notes:

A. Processing fees charged by subsidiaries weredo@as operating cost; subsidiaries made paymependéng on their financial condition.

B. Payments were made in cash upon demand.

C. Processing expense was calculated as a peredntite sum of manufacturing expense and dirbotrla

D. The accounts were eliminated when the cons@dlfihancial statements were prepared.

-64 -




TABLE 4

NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

RECEIVABLE FROM RELATED PARTIES AMOUNTING TO AT LEAST $100 MILLI  ON OR 20% OF THE PAID-IN CAPITAL
DECEMBER 31, 2016
(In Thousands of New Taiwan Dollars)

: .| Ending Balance Overdue Ar_nounts Received Allowance for
Company Name Related Party Nature of Relationship Turnover Rate . in Subsequent .
(Notes A and B) Amount Action Taken Period Impairment Loss
Nien Hsing Textile Co., Ltd. Formosa Textile Co., Ltd. Subsidiary $ 240,582 ote N $ - - $ 161,090 $ -
Nien Hsing Garment (Vietham) Co., Ltd. Nien Hsing Textile Co., Ltd. Ram@mpany 152,103 Note - - 152,103 -
Chu Hsing Garment (Cambodia) Co., Ltd.  Nien Hsing Textile Co., Ltd. Paremacym 247,784 Note - - 153,801 -

Notes:
A: Payments were made upon request.

B: The accounts were eliminated when the consolidated financial stasawere prepared.
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NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT TRANSACTIONS
FOR THE YEAR ENDED DECEMBER 31, 2016
(In Thousands of New Taiwan Dollars)

TABLE 5

Relationship Transaction Details
0
No. Investee Company Counterparty (Note A) Financial Statement Account| Amount (Note E) Payment Terms % to Total
Sales or Assets
0 Nien Hsing Textile Co., Ltd. Formosa Textile Co., Ltd. a Sales revenue $ 694,145 Note B 5
Formosa Textile Co., Ltd. a Receivable from related parties 240,582 Note B 2
Phoenix Development & Marketing Co., Ltd. a Service revenue 14,996 Note D -
Phoenix Development & Marketing Co., Ltd. a Receivable from related partie 20,369 Note B -
Nien Hsing International Investment Co., Ltd. a Rent income 25 Note D -
Nien Hsing International Investment Co., Ltd. a Receivable from cefstdies 76 Note B -
C Square Garment Co., Ltd. a Receivable from related parties 815 Note B -
Nien Hsing International (Lesotho) Co., Ltd. a Sales revenue 36,428 Note B -
Nien Hsing International (Lesotho) Co., Ltd. a Receivable from relattigépa 43,223 Note B -
Global Garment Co., Ltd. a Receivable from related parties 45,766 Note B -
Nien Hsing International (Samoa) Ltd. a Receivable from relatertpart 437 Note B -
C&Y Garments a Receivable from related parties 10,210 Note B -
1 Chu Hsing Garment (Cambodia) Co., Ltd. Nien Hsing Textile Co., Ltd. b Piog@ssome 860,196 Note C 7
Nien Hsing Textile Co., Ltd. b Receivable from related parties 247,784 Note B 2
Foster Capital Management Inc. c Receivable from related partie 312 Note B -
2 Nien Hsing Garment (Vietham) Co., Ltd. Nien Hsing Textile Co., Ltd. b océxsing income 935,664 Note C 7
Nien Hsing Textile Co., Ltd. b Receivable from related parties 152,103 Note B 1
3 Nien Hsing Garment (Ninh Binh) Co., Ltd. Nien Hsing Textile Co., Ltd. b oc&gsing income 635,883 Note C 5
Nien Hsing Textile Co., Ltd. b Receivable from related parties 69,758 Note B 1
4 Alpha Textile (Nicaragua) S.A. Nien Hsing Textile Co., Ltd. b Pssitgy income 149,481 Note C 1
Nien Hsing Textile Co., Ltd. b Receivable from related parties 19,976 Note B -
5 Nien Hsing International Victoria Ltd. Phoenix Development & Marketing Gd., L c Processing income 522,673 Note C 4
Phoenix Development & Marketing Co., Ltd. c Receivable from related grtie 68,330 Note B 1
Nien Hsing Confeccion Ltd. c Receivable from related parties 10,324 Note B -
6 Nien Hsing International (Samoa) Ltd. Nien Hsing Textile Co., Ltd. b nt Reome 109,845 Note D 1
7 C&Y Garments Nien Hsing Textile Co., Ltd. b Processing income 303,237 Note C 2
Nien Hsing International (Lesotho) Co., Ltd. c Processing income 370 e Not -
(Continued)
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Relationship Transaction Details
0
No. Investee Company Counterparty (Note A) Financial Statement Account| Amount (Note E) Payment Terms % to Total
Sales or Assets
8 Nien Hsing International (Lesotho) Co., Ltd. Nien Hsing Textile Co., Ltd. b Processing income $ 295,561 Note C 2
C&Y Garments C Receivable from related parties 85 Note B -
Global Garment Co., Ltd. c Processing income 63 Note C -
Global Garment Co., Ltd. c Receivable from related parties 69 Note B -
9 Global Garment Co., Ltd. Nien Hsing Textile Co., Ltd. b Processing income 297,282 Note C 2
Nien Hsing International (Lesotho) Co., Ltd. c Processing income 71 e Mot -
C&Y Garments c Receivable from related parties 89 Note B -
Formosa Textile Co., Ltd. c Receivable from related parties 12,690 Note B -
10 Formosa Textile Co., Ltd. Nien Hsing Textile Co., Ltd. b Processing income 417,368 Note C 3
C&Y Garments c Receivable from related parties 1,025 Note B -
Nien Hsing International (Samoa) Co., Ltd. c Receivable from relatéidpar 273 Note B -
Nien Hsing International (Lesotho) Co., Ltd. c Receivable from relategtpa 1,370 Note B -
11 C Square Garment Co., Ltd. Chih Hsing Garment (Cambodia) Co., Ltd. c &dedrom related parties 2,591 Note B -
Chu Hsing Garment (Cambodia) Co., Ltd. C Processing income 330,236 Note C 3
Chu Hsing Garment (Cambodia) Co., Ltd. c Receivable from related parties 39,468 Note B -
12 Chih Hsing Garment (Cambodia) Co., Ltd. Nien Hsing Textile Co., Ltd. b \Rébe from related parties 393 Note B -
13 Foster Capital Management Inc. Chih Hsing Garment (Cambodia) Co., Ltd. c Receivable from related parties 808 Note B -
C Square Garment Co., Ltd. c Receivable from related pa‘rties 2,864 Note B -
Note A: Flow of transaction:
a. From parent company to subsidiary
b. From subsidiary to parent company
c. Between subsidiaries
Note B: Collection of receivables is based on the related part&sreguirements.
Note C: Processing incomes charged by subsidiaries were based on operajrayibsstiaries made payments depending on their financial condition.
Note D: Related-party transactions had no significant differencestifiiodaparty transactions.
Note E: The accounts were eliminated when consolidated financial stdatewere prepared.
(Concluded)
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NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

NAMES, LOCATIONS, AND OTHER INFORMATION OF INVESTEE S ON WHICH THE COMPANY EXERCISES SIGNIFICANT INFLUE NCE
FOR THE YEAR ENDED DECEMBER 31, 2016
(In Thousands of New Taiwan Dollars)

TABLE 6

Original Investment Amount Balance as of December 31, 2016 Net Income Share of Note
Investor Company Investee Company Location Main Busesses and Productg December 31 December 31 Shares Percentage of Carrying (Loss) of the Profits (Loss) (Relationship of
2016 2015 Ownership % Value Investee Investee to Investor)
Nien Hsing Textile Co., |Nien Hsing International P.O. Box 957, Offshore Incorporations Centre, Rbawin, Investment holding company $ 2,090,87/% 2,342,873 126,350 100.00 $ 4,624,032 $ 514,658 $ 514,658|Subsidiary
Ltd. (the “Company”) (B.V.l.) Co., Ltd. Tortola, British Virgin Islands
Nien Hsing Garment (Ninh Ninh Phuc Industrial Zone, Ninh Binh City, Ninh BifProvince|Manufactures jeans 714,092 714,092 - 100.00 226,561 (38,357 (38,357)Subsidiary
Binh) Co., Ltd. Vietnam
Nien Hsing Garment (Vietnam)Rd. TRAN THI DUNG, Phuc khanh Industrial Park, TBanh |Manufactures jeans 597,121 597,121 - 100.00 268,920 (23,927 (23,927)Subsidiary
Co., Ltd. City, Thai Binh Province. Viet Nam
Alpha Textile (Nicaragua) S.A|Km 15 1/2 Carretera Nueva a L’eon, Los Brasilesnsdpa Dyes leisure clothing 209,264 209,254 1,000 100.00 165,775 2,865 2,865 |Subsidiary
Chu Hsing Garment (Cambod|&oad 6A; Phum Khtor; Sangkat Prek Leap; RusseyBistiict; [Manufactures jeans 288,801 288,801 14,000 100.00 421,289 1,897 1,897 |Subsidiary
Co., Ltd. Phnom Penh; Kingdom of Cambodia
Chih Hsing Garment Road 6A; Phum Khtor; Sangkat Prek Leap; Russeyistrict; |Manufactures jeans 133,641 133,641 4,500 100.00 88,661 (24,752 (24,752)Subsidiary
(Cambodia) Co., Ltd. Phnom Penh; Kingdom of Cambodia
Nien Hsing International 12F-2, No. 308, Neihu Rd., Sec. 1, Neihu Dist. p&aCity, Business investments 20,000 20,000 9,722,833 100.00 97,156 (34,549 (34,549)Subsidiary
Investment Co., Ltd. Taiwan 114, R.O.C.
China International Investmenf25F, No. 97 Dunhua S. Rd., Sec. 2, Da-an Taipéiyara106, [Business Investment 819 819 81,850 22.42 7,728 (3,776 (845)|Equity-method
Co., Ltd. R.O.C. investee
Wu Hsing International Co., |No. 97, Ln. 297, Yuanguan Rd., Nuannuan Dist., KegICity |Purchases and sells raw materigal, 4,500 4,500 450,000 30.00 - - - |Equity-method
Ltd. 205, Taiwan, R.O.C. supplies and jeans investee
Nien Hsing International |Nien Hsing International Canon's Court, 22 Victoria Street, Hamilton Hm12riBuda Investment holding company 538,101 538,101 29,400 100.00 409,253 28,170 28,170|Subsidiary
(B.V.L) Co. (Bermuda) Ltd.
Nien Hsing International 2nd Floor, Building B, SNPF Plaza, Saralalo, Aigamoa Investment holding company 1,125,996 1,125,996/ 34,900,000 100.00 594,376 (24,537 (24,537)Subsidiary
(Samoa) Ltd.
Phoenix Development & 2nd Floor, Building B, SNPF Plaza, Saralalo, Aijamoa Sells denims and makes busingss 1,442,492 1,442,492 45,000,000 100.00 2,682,549 509,227 509,227 |Subsidiary
Marketing Co., Ltd. investments
Foster Capital Management In@nd Floor, Building B, SNPF Plaza, Saralalo, A@amoa Business rental 149,703 149,703 4,800,000 100.00 157,927 (57) (57)|Subsidiary
C Square Investment Co., Ltd 2nd Floor, BuildBy§SNPF Plaza, Saralalo, Apia, Samoa Investmerlifgplcompany 291,054 291,054 10,061,077 77.50 229,591 (9,635 (7,467)Subsidiary
C Square Investment Co.,|C Square Garment Co., Ltd. Road 6a; Phum Khtargl&st Prek Leap; Russey Keo DistrigG&arment washing industry 331,323 331,323| 11,200,000 100.00 285,703 (13) (13)|Subsidiary
Ltd. Phnom Penh; Kingdom of Cambodia
Nien Hsing International |Nien Hsing International Libramiento Naciones Unidas Km. 20, Esquina Corréara a|Manufactures denims 636,161 636,161 47,410 99.99 414,179 29,431 29,431 |Subsidiary
(Bermuda) Ltd. Victoria Ltd. Soto La Marina Km. 5.5 S/N Parque Industrial Nuevo
Santander Cd. Victoria. Tamaulipas. Mexico. 87130
Nien Hsing Confeccion Ltd. Libramiento Nacionesida#s Km. 20, Esquina Con CarreteraManufactures jeans 30,021 30,021 26 99.99 (9,413 13 13 [Subsidiary
Soto La Marina Km. 5.5 S/N Parque Industrial Nuevo
Santander Cd. Victoria. Tamaulipas. Mexico. 87130
Nien Hsing International | C&Y Garments Site No. 7Betsane Industrial Area Maseru 100. Lesotho Maruifas jeans 105,226 105,226 99,800 99.80 55,090 (20,874 (20,832)Subsidiary
(Samoa) Ltd. Nien Hsing International Site No. 009 Thetsane Industrial Area Maseru 1@38otho Manufactures jeans 10,562 10,562 200,000 100.00 78,040 (5,759 (5,759) Subsidiary
(Lesotho) Co., Ltd.
Global Garments Co., Ltd. Site No. 12293-827 Témedsindustrial Area. Maseru 100, Manufactures jeans 150,535 150,535 100,000 100.00 96,522 1,395 1,395 |Subsidiary
Lesotho
Formosa Textile Co., Ltd. 827 Thetsane Indushiala, Maseru 100. Lesotho Manufactures denims 0,858 280,856 100,000 100.00 169,192 (3,279 (3,279) Subsidiary
(Continued)
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Original Investment Amount Balance as of December 31, 2016 Net Income Share of Note
Investor Company Investee Company Location Main Busesses and Productg December 31, December 31 Shares Percentage of Carrying (Loss) of the Profits (Loss) (Relationship of
2016 2015 Ownership % Value Investee Investee to Investor)

Phoenix Development & |Grand Paper International Ltd{ Private Bag A438 &as00 Lesotho Manufactures and sells cartons 8B7,713| $ 37,713 1,110,000 37.00 $ 42,624 $ 21,872| $ 8,093 |Equity-method
Marketing Co., Ltd. investee

C&D Capital Corp. OMC Chambers, P.O. Box 3152, dRdawn, Tortola, British |Business investment 74,994 103,057 2,544,390 22.42 112,820 134,947 30,259 |[Equity-method
Virgin Islands investee

C&D Capital Il Corp. OMC Chambers, Wickhams CayrRbad Town, Tortola, BritishBusiness investment 128,264 144,117 4,005,000 28.74 129,086 (210) (60)|Equity-method
Virgin Islands investee

Top Fashion Industrial Co., LtdP.O. Box 3321, (Sealight House), Road Town, TortBliish |Purchases and sells raw material, 14,644 14,644 450,000 30.00 - - - |Equity-method
Virgin Islands supplies and jeans investee

Note: The accounts were eliminated when the cotai@d financial statements were prepared.

(Concluded)
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NIEN HSING TEXTILE CO., LTD. AND SUBSIDIARIES

STATEMENT OF CHANGES IN PROPERTY, PLANT AND EQUIPMENT
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars)

TABLE 7

Land Machinery and Transportation Office Miscellaneous  Construction
Land Improvements Buildings Equipment Equipment Equipment Equipment in Process Total

Cost

Balance at January 1, 2015 $ 540,097 $ 1516 $ 3,289,182 $ 5462311 $ 75,568 $ 70,434 $ 1,697,103 $ 7,988 $ 11,144,199
Additions - - 8,692 38,757 9,644 1,886 17,399 16,983 93,361
Disposals - - - (25,520) (8,496) (179) (152,311) - (186,506)
Reclassification - - 15,367 62,924 - 1,187 127,832 (20,766) 186,544
Effect of foreign currency exchange differences 5,284 - (190,371) 37,987 (8,361) (1,898) 23,739 (673) (134,293)
Balance at December 31, 2015 $ 545381 $ 1516 $ 3,122870 $ 5,576,459 $ 68,355 $ 71,430 $ 1,713,762 $ 3,532 $ 11,103,305
Accumulated depreciation

Balance at January 1, 2015 $ - $ 1516 $ 1,463,003 $ 4,698,632 $ 46,888 $ 61,023 $ 1,397,753 $ - $ 7,668,815
Disposals - - - (25,044) (7,866) (167) (151,001) - (184,078)
Reclassification - - - 4) (178) (12) (979) - (1,173)
Depreciation expense - - 194,209 313,058 9,586 5,785 202,771 - 725,409
Effect of foreign currency exchange differences - - (108,288) 57,627 (5,253) (1,361) 19,103 - (38,172)
Balance at December 31, 2015 $ - $ 1516 $ 1548924 $ 5044269 $ 43,177 $ 65,268 $ 1,467,647 $ - $ 8,170,801
Carrying amounts at December 31, 2015 $ 545,381 $ - $ 1573946 $ 532,190 $ 25,178 $ 6,162 $ 246,115 $ 3532 $ 2,932,504
Cost

Balance at January 1, 2016 $ 545381 $ 1516 $ 3,122,870 $ 5576459 $ 68,355 $ 71,430 $ 1,713,762 $ 3,632 $ 11,103,305
Additions 606 - 9,683 43,277 3,355 4,149 20,068 22,662 103,800
Disposals - - - (271,015) (6,312) (179) (483,886) - (761,392)
Reclassification - - 9,729 227,635 2,029 2,913 182,200 (13,877) 410,629
Effect of foreign currency exchange differences (9,120) - (62,877) (50,959) 946 (696) (26,618) (514) (149,838)
Balance at December 31, 2016 $ 536,867 $ 1516 $ 3,079,405 $ 5525397 $ 68,373 $ 77,617 $ 1,405,526 $ 11,803 $ 10,706,504
Accumulated depreciation

Balance at January 1, 2016 $ - $ 1516 $ 1,548,924 $ 5,044,269 $ 43,177 $ 65,268 $ 1,467,647 $ - $ 8,170,801
Disposals - - - (263,902) (4,010) (279) (482,803) - (750,894)
Depreciation expense - - 188,435 183,687 8,122 4,297 184,921 - 569,462
Effect of foreign currency exchange differences - - (41,450) (55,976) 415 (806) (23,204) - (121,021)
Balance at December 31, 2016 $ - $ 1516 $ 1695909 $ 4,908,078 $ 47,704 $ 68580 $ 1,146,561 $ - $ 7,868,348
Carrying amounts at December 31, 2016 $ 536,867 $ - $ 1,383,496 $ 617,319 $ 20,669 $ 9,037 $ 258,965 $ 11,803 $ 2,838,156
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