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Dear Shareholders,

Thank you for your support and care, and | would
like to express my deepest gratitude to you on
behalf of Grape King Bio Ltd. (the Company).

The Company has seen great results this year. In
2016 the annual consolidated income reached
NT$9.185 billion, a growth of 27% over that in 2015.
In the spirit of innovation and development, the
Company continues sophisticating its research and
development endeavors. After the completion of
the Pingzhen plant in September 2016, in addition
to the introduction of supply chain management to
optimize the inventory, the Company is committed
to building high-standard testing equipment and
an internal control system. From raw materials

and semi-finished products to finished products,
there are totally 674 inspection steps simply for

the purpose of providing consumers with a better
product experience, and consumer can use our
products with a peace of mind.

Aside from to the unremitting efforts of all our staff,
I need to thank the shareholders for your trust and

strong support to enable the Company to continue
achieving new highs. The following is a brief report
to the shareholders on our operating results for the
past year:

1. Business Results for 2016

(1) Financial Revenue and Expenditure for 2016

Unit: NT$ thousand; earnings per share: NT$

Item 2016 2015 |Growth (%)
Operating income 9,185,021| 7,247,855 27
Operating costs 1,265,989| 862,714 47
Operating margin 7,919,032| 6,385,141 24
Operating expenses  [5,685,010| 4,572,725 24
Operating net profit  |2,234,022| 1,812,416 23
Non-operating income

78,477 | 70,188 12
and expenses
Net profit after tax 1,886,920 1,546,884 22
Earnings per share 9.82 8.07 22

The business continued to grow in 2016. The net
cash inflow from operating activities amounted
to NT$2,803,128,000 representing an increase
of NT$1,496,198,000 over that in 2015. Cash
balance and cash equivalents at the end of 2016
increased by NT$466,742,000 over that at the
end of 2015, and the Company’s financial status
is sound.

(2) Analysis of Profitability in 2016

Item Percentage (%)

Return on assets 21.07
Return on equity 37.73
Ratio of Pre-tax net profit to paid-up

. 174.19
capital
Net profit ratio 20.54
After-tax earnings per share (NT$) 9.82

(3) Research and Development Status
The company continues its efforts in new
product research and development, new mar-
ket development and enhancement of internal
operations effectiveness in a hope to meet
customer needs with high-quality products,
and face industry and market challenges and
uncertainties with a high degree of resilience
so as to maintain our competitiveness and
profitability. Therefore, in 2016 we launched
new products such as (Tian Qi Maca Essential
Drink, Snow Brightening Essential Drink, Ling
Zhi Antiallergy , Pueraria Mirifica Queen and
Sliim Turmeric Complex) which received pos-
itive feedback from consumers. In addition,
(Antrodia King, Bio Aid 995 and Cordyceps)
obtained the US FDA’s GRAS certification.

In the future, the Company will continue to
invest its resources to develop new materials
with professional biotechnology organizations
or domestic tertiary institutions. We will also
strive to upgrade our existing products to
enhance the effectiveness of health care, and
strive to pass the health food review by the
Ministry of Health and Welfare of the Executive
Yuan.

2. Overview of 2016 Business Plan

(1) Operating principle and important production
and marketing policies
The Company’s greatest strength is its brand
recognition. We uphold the PIC/S GMP
pharmaceutical quality control spirit in the
automated in-house production process from
raw materials to finished products. In the
raw material re-examination, the production
line spot check and the finished product
inspection before entering the warehouse,
the Company monitors the entire production
process at all times and pays attention to



product control, production and product
quality in order to make good products for
the whole family! Therefore, the Company’s
products are often hot selling for years.
For example, “GanodermaKing” and
“Antrodia King” have been the leading
mushroom products for many years, with
their market shares rising year after year, and
can be called the representatives of domestic
mushroom products. The first functional drink
“Combest” has been hot selling for more
than 40 years,and “Gold Combest” in 2016
it was the only functional drink that obtained
national anti-fatigue health food certification.
All these highlight the Company’s biggest
advantages of creating good quality with
advanced equipment, maintaining continuous
product innovation with professional R&D,
and employing effective marketing strategies
to promote hot-selling products.

Under the leadership of the founder and
Chairman Sheng-Lin Tseng, the Company
leads the industry in the upgrade of biotech-
nology equipment and R&D to manufacture
and market our own brand. We have gradually
become visible in the biotechnology industry
with our accurate marketing capability and
diversified distribution channels. In 2017, we
will continue creating a new business peak

with our steady footsteps.

(2) Impact from the external competitive
environment, regulatory environment and
overall business environment
According to the estimate of Transparency
Market Research, the average annual
compound growth rate of the global health
food market will be 7.3% from 2015 to 2021. In
2021 the market size will be US$207.9 billion,
and the Asia-Pacific region will be the second
largest nutrition and health food market in the
world. Because of this trend, the Government
vigorously promotes the biotechnology
industry as one of the five major innovative
industries, and expects Taiwan to establish
itself as an R&D center for the biotechnology

and medical industry in the Asia-Pacific
region. As a participant in the biotechnology
industry, the Company will cooperate in the
“Bio-economic Industrial Development
Project” of the Executive Yuan for future
development and continuous growth.

All the information indicates that the future

aging population and “life-style related
diseases” such as obesity, hypertension,
hyperglycemia, high blood fat, etc. will take up
a major portion of medical expenses. These
problems, coupled with the citizens’ lack of
sports fitness and health awareness, will be
the key driving force to prompt consumers’
purchase of health foods.

A sustained, natural and gentle way of health
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maintenance should be the best solution

for the modern people to stay healthy and
balanced. With this goal in mind, the Company
is committed to the development of natural
ingredients beneficial to the human body, and
develops natural health foods with an aim

to promote the health, energy and longevity
of the modern people against “civilization
syndromes” and to provide high-quality
health preservation measures.

Due to the impact of food safety issues in
recent years, the competent authorities have
set more stringent controls and regulations
for food safety. As the Company has set high
standards for its business management from
the beginning, the regulatory environment
changes have no significant impact on its
operation. On the contrary, the amendments
to the laws and regulations will gradually
eliminate manufacturers that do not meet
the criteria, thus elevating the industry’s
entry barrier, and adding to the Company’s
advantage.

(3) Honors and awards

In 2016 the Company had an outstanding
performance in the corporate product and
the core technology aspects. The awards won
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by the Company included “No. 32 among
the Top 100 Enterprises the New Generation
Wants to Work forin 2016” and “No.lin
the Medical and Biotechnology Category”
of Cheers Magazine Special Issue No. 184,
“No. 3 in Pharmaceutical and Biotechnology
Category for Three Consecutive Years, 2016
Top 2000 Enterprise Survey” of Common-
Wealth Magazine Issue No. 597, “2016 Super
Brands Award” . The Company is also the
only Taiwanese Biotechnology company that
won the honor of “Asia’s Top 50 Fast Growing
Biotechnology Companies of BioSpectrum
Magazine” . In addition, the Company spared
no effort in fulfilling its corporate social re-
sponsibility and creating a healthy workplace,
and won the commendation of the Taoyuan
City Government as an enterprise dedicated
to education and Taiwan Immunization Vision
and Strategy’s “Epidemic Fighting Award” .

In the technology research and development
aspect, with its patented technologies
of Cordyceps, Hericium erinaceus and
Antrodia cinnamomea, the Company won
various domestic and international awards,
including “1 gold and 1 silver medal and 1
special award in the 44th Geneva Invention
Award “, “3 bronze medals in the 2016 Paris
International Invention Award” , “1 gold and
1 silver medal in the 2016 Taipei International
Invention Show & Technomart” , “2 gold and
1 silver medal in the 2016 I1IC International
Innovation & Invention Competition” , and
“1 gold, 1 silver and 1 bronze medals and
1 special award in the 2016 Seoul Invention
Exhibition” . Products manufactured
with Grape King R&D team’s outstanding
technology are also highly recognized. The
Ganoderma King and the Probiotic series of
products respectively won the Excellence and
the Outstanding Award of the “2016 Health
Brand Award” jointly organized by YAHOO!
and “Goodmorning Health” , Pro-Partner
Neuro-trition won the only special award of
the “2016 IUFoST World Food Technology

Conference” , and Pro-Partner Neuro-trition
won a gold medal in the “Taiwan Association
for Food Science and Technology’s Innovative
Product Evaluation Award - Innovative

«“

Processing Technology

The Company’s subsidiary Pro-Partner Ltd.
(hereinafter referred to as “Pro-Partner” ),
under the outstanding leadership of Chairman
Chang-Yue Tseng and General Manager Mei-
Jing Tseng as well as the guidance of the six
consultants, has been growing steadily and
rapidly in recent years, and has been number
one in the local direct sale business for many
years. In 2016 its business turnover for the
first time exceeded NTS8 billion, and ranked
number two in Taiwan’s direct sale business. It
can be called the pride of Taiwan’s direct sale
business.

(4) Corporate social responsibility

With the continuing growth of the Company,
we not only attach importance to the Compa-
ny’s operating performance, but are grateful
to the society for its assistance and support,
and will continue to actively strive toward a
sustainable operating environment and social
welfare contribution. Under our core values
of “Technology, Health and Hope” , the
Company upholds the idea of “caring social
responsibility and making a better society” .
The Company’s corporate social responsibil-
ity strategies can be divided into six major
categories: corporate governance, food safety,
R&D and innovation, employee relations,
social coexistence and green environment.
1.Corporate Governance
With its promises of sustainable oper-
ation, the Company has diversified the
backgrounds of the directors of the board,
implemented equal rights of both genders,
effectively supervised the Company’s
management and performance, complied
with the laws and regulations, the articles
of association and the resolutions of the



shareholders’ meeting, established the
Remuneration Committee to assist the Com-
pany in high-level manager assessment, and
established a compensation management
system.

The responsibilities of the board of directors
include perfecting the supervisory function
and strengthening the management
function. The Company has formulated

the “Rules of Procedure for the Board of
Directors” in accordance with the relevant
provisions of the “Rules of Procedure for
the Board of Directors of Public Compa-
nies” . When a motion is in the interests

of the directors themselves or their repre-
sentatives but is harmful to the interests of
the Company, the relevant directors shall
follow the principle of interest avoidance to
protect the interests of the Company and
the shareholders.

The responsibility of the independent
directors and supervisors is to supervise
the execution of the Company’s business,
and they may investigate the Company’s
business and financial status at any time
and check the Company’s books and
documents. They may also request the
board or the managers to report on the
implementation of the Company’s internal
control system to reduce operational risks.
When a board meeting of the Company is
convened, the independent directors and
supervisors will be invited to express their
views and keep abreast of the Company’s
situation, supervise the operation of board
meetings and make timely statements. In
2016 the Company’s independent directors
and supervisors did not raise any objection
to or have reservation on the board motions.
. Food Safety [Strict checks for health and
safety]
At all times Grape King has been taking
on the responsibility of "being a health
expert to take care of the whole family", and

rigorous on the quality of its products and

services. The Company has a Quality Assur-
ance and Control Department which spares
no effort in food safety, and has introduced
an 1S010725 laboratory which meets
international standards. On the raw-material
supplier side, the department screens with
its own professional equipment each batch
of raw materials and tests them for micro-
organisms, plasticizers, pesticides, heavy
metals, etc. It also commissions third parties
such as SGS for joint testing, and for many
items the test standards are more stringent
than those of the Government’s health units
and international standards. In addition, the
Company conducts rigorous reviews and
evaluations and has established an internal
tracking system to ensure all products are
manufactured in line with 15022000 (Food
Safety Management System) and HACCP
(Hazard Analysis and Control of Critical
Points) to ensure product safety.

. R&D and Innovation [Careful research and

exclusive innovation]

Over the years the Company has been
actively working with tertiary institutions for
industry-university cooperation. In addition
to the most timely and most advanced
biotechnology-related information given

to the academic community, the Company
arranges many young students to visit its
factory and for internship opportunities,
and is willing to share professional skills
with students in a hope to cultivate young
students’ competitiveness in the workplace
through industry-university cooperation,
and create a seamless connection between
the Company and schools. In addition,

the Company works closely with schools
and training institutions, and sends its
outstanding colleagues to work as lecturers
for tertiary institutions and professional
training institutions to guide graduate
students and assist in their master and
doctoral dissertations, and cultivate bio-
technology industry-related professionals
for the country. The projects over the years
are briefly described as follows:
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(1)Supported the Vocational Training Bureau

in providing lecturers to Food Industry
Research and Development Institute and
Research Institute of Agriculture.

(2) Sponsored the annual meetings of the

Biochemical Engineering Society of
Taiwan, Health Food Society of Taiwan,
Agricultural Chemical Society of Taiwan,
Quality Assurance Association, Food
Science Society of Taiwan, Lactobacillus
Society of Taiwan and Fungi Society of

Taiwan.

(3) Participated in the Industry-Academia

Cooperation Project of the National
Science Council (Chang Gung University
of Science and Technology, Soochow
University’s Department of Microbiology,
etc.).

(4) Promoted the exchange between indus-

try and academia by inviting faculty and
students of relevant university depart-
ments to visit the production line (totally
46 sessions and 1,458 participants in
2016), offering internships (totally 39
schools and 61 interns in 2016), giving
keynote speeches and co-directing
university students (National Kaohsiung
Marine University, Pingtung University
of Science and Technology, Helsinki
University, etc.).

(5) Assisted universities and research

institutions on test production, provided
industry vision to graduate students
(Food Industry Research and Develop-
ment Institute, National Synchrotron
Radiation Research Center, Taiwan
University, Chung Hsing University,
National Taiwan Ocean University,
Chung Yuan Christian University, Datong
University, Shih Chien University, Vanung
University, Hungkuang University,
Pingtung University of Science and
Technology, and Animal Technology
Laboratories).

(6) Participated in university students’

master and doctoral dissertations

and evaluations (totally 10 sessions at
Taiwan University, Asia University, Chiayi
University, Chung Hsing University, Da-
Yeh University, Shih Chien University and
Hungkuang University).

(7) Assisted the Ministry of Economic
Affairs in its review of technology college
projects, including two academic proj-
ects and two legal entity related projects.

(8) Supported the international master's
degree of Pingtung University of Science
and Technology in food science, with the
entire teaching conducted in English;
exchanges were made with international
students and good follow-ups were
achieved.

(9) Assumed the positions of university
curriculum advisor and departmental
affair advisor for universities such as
Southern Taiwan University of Science,
Yuanpei University of Medical Technolo-
gy and Ming Chuan University.

(10) Assumed the positions of supervisor
and reviewer of various societies
and government agencies to make a
contribution to the industry (Standing
Director of the Lactobacillus Society
of Taiwan, Director of the Agricultural
Chemical Society of Taiwan, Director of
Chinese Biological Resources Application
Association, Director of Health Food
Society of Taiwan, Director of the Food
Science Society of Taiwan, Supervisor of
the International Life Sciences Institute
Taiwan, Technology Committee member
of the Bureau of Standards, Metrology
and Inspection, and Review Committee
member of the technology college
projects of the Ministry of Economic
Affairs).

(11)Since 2013, Chairman Tseng has been
personally participating in the Enterprise
Talent Training Project of the Taiwan
Institute of Directors and acting as the
project mentor of the students. Up to
2016 the Company continued to share



its management experience and provide

to students the Company’s internship

opportunities, such as participation

in the Company's marketing projects

and product development projects.

We expect to help young students to

increase their practical experience by

combining the resources of academia
and the business community, and
narrow the gap between theory and
practice after they graduate.

4. Employee relations [Being people-oriented

to grow hand in hand]

Creating a sense of happiness for the

staff has been the main direction of the

Company. The Company allows its staff to

experience the diversity of life and generate

more vitality through a variety of activities.

(1) In 2013 the Company implemented the
"5000 Steps a Day" program within the
Company and gave pedometers to all
the employees to encourage them to
exercise and take care of their health.

(2) Since 2014 the Company has been
holding the staff family day activity
every year to enrich the employees’ life
experience, and encourages them to
participate with their family members.
The Company also promotes the corpo-
rate social responsibility point-collection
mechanism to allow the employees to
experience the diversity of life through a
variety of activities, such as exhibitions,
public welfare activities, science exhibi-
tions and sports events.

(3) To enhance the health care of employ-
ees, in 2016 the Company encouraged
employees to participate in health-pro-
moting activities during their off-work
hours, and internally launched the "2016
Grape King GO Health, Weight Loss
Competition" to promote weight control
and reduce obesity-related morbidity.

(4) In 2016 the Company also held
health-related lectures from time to
time on topics such as body fat testing,

bone density testing, stress-relieving
Chinese acupoint massage and influenza
vaccination. The Company also held
"Stress-relieving In-factory Massage
Services" and "Hsinwu Green Tunnel
Bicycle Tour" for the employees to

ease the pressure and relax the mind in
their spare time, in order to achieve the
Company’s core concept of employee
health.

5. Social coexistence [Being enthusiastic about

public welfare and spreading hope]

For the society, in addition to being commit-

ted to providing the socially disadvantaged

groups with financial and learning-aid dona-
tions and support, the Company utilizes

its advanced biological technology to

continuously research and develop products

beneficial to social groups, in a hope that
through its organization and participation of
various public welfare activities, it may link
the employees to the whole society, and
have more people pay attention and devote
themselves to social welfare.

(1) Grape King established the Grape King
Baseball Team in the early days, and
sponsored golf teams and organized
activities such as Face the Sun and Stay
Away from Drugs, accident prevention
and control, child welfare work, disaster
relief, Chungli ambulance donation and
taking ownership of fire hydrants.

(2) Since 2013 the Company has been
maximizing the efficiency of every
public-interest resource through actual
participation and monitoring, and set up
a Corporate Social Responsibility Group
to continuously work with schools, the
Government and various public welfare
groups.

(3) The Company assisted in the setup
of Taoyuan County’s Pingzhen Junior
High School and scholarship fund. The
Company also sponsors its martial arts
team and symphonic band to cultivate
the children's talent. Also at the end of
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each year the Company pays a visit with
the school to disadvantaged families to
fulfill their wish lists and help vulnerable
children to realize their dreams.

The Company provided support to
Longgang Elementary School of Chongli
City, Taoyuan County and offered an
emergency relief fund. In addition, the
Company launched the Disadvantaged
School Children Experience Project

and invited disadvantaged children to
experience the rural life.

The Company assists the Bali See-the-
Spring Dog Park with the construction of
the Dog Park’s site and utility equipment,
as well as collected clothes from the
employees in the winter to help dogs
survive the cold winter and increase
their adoption rate in order to reduce the
number of stray dogs.

(6) The Company set up Grape King Junior

and Senior High School Scholarships

to encourage students to learn, and
cultivate full-time talents to contribute to
the society.

(7) In 2015 the Company encouraged its em-

ployees to participate in public welfare
activities, and the average number of
participants per activity was nearly 50.
These activities included the Classroom
for Mentally Challenged Children series
of activities organized together with

children to take an adventure trip around
theisland. The Company also offered
flexible leaves for half of the hours

spent to encourage more employees to

volunteer.

(9) Inthe "Reindeer around the Island"

project in 2016, the Company invited the
employees to participate in the Christ-
mas shoebox collection activity to care
for disadvantaged children in remote
schools, enhance the spiritual level of
children, promote moral education and
spread the warmth and joy. The Compa-
ny also funded the remote school Chiayi
Guogou Junior High School, sponsored
three-axis mobile phone stabilizer sets,
and interpreted the essence of the
micro-film “Recording the Story of
Life” .

(10)The Company donated a New Year’s

dinner at the end of 2016 to care for the
elderly living alone, in the hope that the
elderly people are not left alone on the
New Year’s Eve and may feel the love and

care.

(11)In 2016 the Company encouraged

Taiwan's elderly group to have a stage
to realize their dreams, supported the
elderly to step into the society through
its "Santa Claus Training School" and
allowed the disadvantaged group to

spend a warm Christmas.

Chensenmei Social Welfare Foundation 6. Green environment [Green business,

in which the Company led its volunteer sustainable environment]

employees to accompany mentally In order to protect the environment for the

challenged children and cultivate their next generation, the Company promises to

service enthusiasm; the Company set up take into account environmental protection
a public welfare booth on the family day
and raised nearly NT$100,000 for public

welfare services; the Company also led

and the happiness of the next generation
in all its production activities, and attaches

great importance to its environmental

nursery school children to see movies protection mission. Its environmental

and had a farm ecology tour. policies are as follows:

(8) In 2016 the Company’s employees (1) Sewage and air pollution control:

volunteered to assist in the Private Tihui To fully support and implement the

Nursery School’s "Cycling around the global green policy and ensure that

Island" activity, and accompanied the the waste material generated in the



production process meets the national
environmental standards, in 2016 the
Company replaced the equipment of its
wastewater processing plant to enhance
the processing capacity of the plant. The
Company spends maintenance costs of
more than NT$850,000 per month on its
various protective facilities and measures
for effective prevention of water and air
pollution, and sets zero pollution as a
goal.

(2) Noise control: In order to effectively

reduce the noise of the factory, in 2016
the Company installed a sound attenua-
tor at the exit of the dust collector in the
processing area in order to enhance the
environmental quality of the surrounding

residents.

(3) Energy saving and carbon reduction:

In 2015 the Company for the first time
launched the “Love the Earth, No
Carbon Gas” project to facilitate the
implementation of energy-saving carbon
reduction. The Company's carbon
reduction target is 228,881 kg or more,
exceeding the carbon reduction target
of 80,000 kg by 186%. The Company also
implemented a green point collection
system to encourage the employees

to start from themselves. In order to
effectively use the waste heat from
processing, in 2016 the Company set up a
hot steam recycling system to recycle the
waste heat in the processing area to the
boiler system to enhance the efficiency
of energy use and reduce the boiler’s
fuel consumption. The Company uses
recycled paper for the photocopying
paper, and has a resource recovery area
for proper garbage classification. The
lights in the factory and the office area
are off for 1 hour every day from 12 pm
tolpm.

To sum up, the range of the Company's public
welfare activities has been broadened under my
leadership. They cover all walks of life and the care
for disadvantaged animals. It is expected that that
through these activities, the staff may understand
that "everyone can have the power to nourish the
society with just a small contribution". The Com-
pany also expects to be a leader in social welfare
with its good corporate image, and inspire more
enterprises to jointly fulfill their corporate social

responsibilities.

Finally, I wish you all good health and happiness.

Chairman and GM

e

Sheng-Lin Tseng
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1. Establishment date: July 26, 1969.
2. Company history:

1987

1969

@ [Grape King Bio] set up "China Fusang Shenghuang
Pharmaceutical Industry Co., Ltd." as the predecessor
of the Company. The address was No. 60, Section 3
Longgang Road, Chungli City, Taoyuan County, and the
capital was NT$5 million.

@ [Grape King Bio] The implementation of the GMP system
to improve the factory environment and the expansion
of production equipment were completed, and in
November of the same year the Company was certified
by the Department of Health, the Executive Yuan as a
"G.M.P. Implemented Pharmaceutical Factory".

1990

1971

@ [Grape King Bio] China Fusang Shenghuang
Pharmaceutical Industry Co., Ltd. increased its capital
by NT$13 million to NT$18 million to expand its
production facilities and purchase equipment. "Grape
King Bio Food Co., Ltd." was established as one of the
predecessors of the Company. The company address
was No. 60-9, Section 3 Longgang Road, Chungli City,
Taoyuan County, for the production of health foods
such as Combest P and Lewei.

1973

@ [Grape King Bio] "Grape King Bio Food Co., Ltd."
increased its capital by NT$24.5 million to NT$25 million
to meet the needs of business expansion. A new four-
story and a new five-story building were built, covering
a total area of about 3,100 pings. "Kangbeishiang
Cosmetics Co., Ltd." was set up, which changed its
name to " Head & Shoulders Cosmetics Co., Ltd." in
1976.

@ [Grape King Bio] For the development of new products,
the improvement of the working environment of
the food factory and the expansion of automated
production equipment, the Company used the 1988
surplus of NT$46.92 million to increase its capital,
and the paid-up capital became NT$276.92 million.
In the same year the Company used the 1989 surplus
of NT$56,737,000 to increase its capital to add the
automated production equipment for easy-to-open
canned drinks, Combest and the Head & Shoulders
Shampoo series in order to expand production capacity.
In addition, to improve the timeliness of product
supply for sales and reduce the cost of transportation,
the Company planned to set up a delivery center and
arranged a cash injection of NT$200 million.

1991

1977

@ [Grape King Bio] "China Fusang Shenghuang
Pharmaceutical Industry Co., Ltd." and the world
famous factory "US Schering Pharmaceutical" started
their technical cooperation.

1979

@ [Grape King Bio] "China Fusang Shenghuang
Pharmaceutical Industry Co., Ltd." and "Grape King Bio
Food Co., Ltd." merged into "Grape King Bio Enterprise
Co., Ltd." with a capital increase of NT$53.5 million. The
paid-up capital became NT$15 million.

@ [Grape King Bio] Completed the cash injection and the
capital injection from the 1989 surplus in February, and
the paid-up capital became NT$533,657,000. In view
of the convenience and environmental friendliness of
aluminum foil boxes, the Company purchased a set
of aseptic production equipment for aluminum foil
packaging and its peripheral facilities for the launch of
its Kimoji Easy-to-Open Drink this year and the future
development of new products.

@ [Grape King Bio] Set up a bio-engineering center for the
research and manufacturing of biotechnology products.

@ [Grape King Bio] Moved the Chungli warehouse to the
Pingzhen factory which covers an area of about 3,000
pings. A dedicated logistics center was also set up.

1981

1992

@ [Grape King Bio] Merged "Head & Shoulders Cosmetics
Co., Ltd." into a single company now for the purpose of
centralized marketing and management operations.

1982

@ [Grape King Bio] In December the Securities Exchange
Commission of the Ministry of Finance approved the
company’s public listing .

1984

@ [Grape King Bio] In accordance with the provisions
of the Government to implement the GMP (Good
Manufacturing Practice) system and manufacture
quality pharmaceutical products that meet
international standards, the Company arranged a cash
injection of NT$36.2 million to improve the factory

environment and expand the production equipment.

The paid-up capital became NT$230 million.

@ [Grape King Bio] Was approved in March to use the
1990 surplus of NT$54,918,500 to increase its capital.
The Company also expanded its production equipment,
recruited well-known domestic microbiology and
biochemical engineering experts for its development
of bio-engineered nutrition food, introduced Japan's
latest equipment for computer-controlled production,
and researched and developed biotechnology
products. It officially transitioned from pharmaceutical
manufacturing to functional nutrition food research and
development.

@ [Grape King Bio] The paid-up capital was
NT$588,575,500. It used the 1991 surplus of
NT$60,515,350 to increase its capital by issuing
new shares, and the paid-up capital became
NT$649,090,850.




1993

2000

@ [Grape King Bio] Was approved in March to use the
1992 surplus of NT$66,341,910 to increase its capital by
issuing new shares in order to add automated pull-cap
production equipment. The paid-up capital became
NT$715,432,760.

It also developed the 200p (Pro) Drink which gradually
became a rising star; the sales revenue has been
growing year after year and it has become one of the
Company’s main product.

@ [Pro-Partner] Set up its Taichung Operations Center.

1994

2001

@ [Grape King Bio] Used the 1993 undistributed surplus
of NT$73,770,340 to increase its capital by issuing new
shares in order to expand its production equipment
as well as equipment for pure water, electricity and
other items for the development of new products and
production capacity improvement.

@ [Shanghai Grape King] Was approved by the Ministry
of Economic Affairs to set up the Shanghai Grape King
Bio Enterprise Co., Ltd. in the mainland through a third-
country investment for the manufacturing and sale of
all kinds of health food, bio-engineering technology and

related glass containers as its major business.

@ [Grape King Bio] The biological engineering center
developed Grifola frondosa, Coriolus versicolor,
Cordyceps militaris and other raw materials, and
introduced a variety of new tastes for aluminum foil
boxes to meet market demand.

@ [Pro-Partner] Both Antrodia Aqua and Probiotics &
Prebiotics won the "1st Food Gold Award of China

Evening News".

2002

1996

@ [Grape King Bio] Used NT$88,230,430 from the 1995
surplus and capital reserve to increase its capital in
order to improve the capital structure. The paid-up
capital became NT$957,684,910.

1997

@ [Grape King Bio] Used NT$ 96,726,750 from
undistributed earnings to increase its capital, and the
paid-up capital became NT$1,054,411,660.

@ [Grape King Bio] This year the biotechnology center
developed a variety of successful products such as
Ganoderma King, Biolacto Powder and 995 Nutrient
Drink. The Company created a high visibility for the
products in a short period and led to a competition in
the Ganoderma market

@ [Shanghai Grape King] the first product - Combest drink
was launched

@ [Grape King Bio] The Company changed its name to
Grape King Bio Bio Ltd.

@ [Grape King Bio] Premium Ganoderma King won the
National Biotechnology and Medical Quality Award.

@ [Grape King Bio] Started its diversification, and
biotechnology products greatly improved the
Company’s operations. Besides, OEM also became an
important new business.

@ [Grape King Bio] 995 Super Nutrient Drink and Antrodia
Aqua became the finalists of the National Biotechnology
and Medical Quality Award.

2003

@ [Grape King Bio] Made up for the losses in 1998, 1999
and 2000 and showed a profit.

@ [Pro-Partner] Probiotics & Prebiotics won the National
Biotechnology and Medical Quality Award.

2004

1998

@ [Grape King Bio] Appropriated NT$63,774,210 from
its 1997 surplus to increase capital, and the paid-up
capital became NT$1,118,185,870. In November, a
cash injection of NT$190 million as approved by the
competent authority was arranged and the paid-up
capital became NT$1,308,185,870.

@ [Pro-Partner] Made a filing to the Fair Trade Commission
of the Executive Yuan to legally promote its business via
multi-level marketing; the Taipei Head Office was set

up.

@ [Grape King Bio] Antrodia camphorate OEM entered the
Singapore market, and the biological center purchased
a 40T fermentation tank to double the production
capacity.

@ [Pro-Partner] Set up the Taoyuan Operation Center and
the Pingzhen Delivery Center.

2005

1999

@ [Grape King Bio] Passed cGMP pharmaceutical
certification of the Department of Health, Executive
Yuan, and the biological center added a mobile layer
dryer, expanded its capacity and developed new
formulations.

@ [Grape King Bio] Subsidized by the Two-year Traditional
Industry Upgrade Project of the Ministry of Economic
Affairs.

@ [Grape King Bio] Completed the cash injection in
February, and moved towards the goal of expanding
biotechnology research and development.

2006

2000

@ [Grape King Bio] The biological engineering center
developed a variety of biotechnology products in
this year, such as Agaricus Blazei King, Antrodia King,
Hericium mycelium and Coriolus versicolor mycelium.

@ [Grape King Bio] Signed a contract with the Food
Industry Research and Development Institute for the
transfer of two membrane concentration technologies;
would be able to recycle high-priced protein drugs, and
step into the field of biotechnology pharmacy.
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2007

@ [Grape King Bio] Subsidized by two projects of the
Ministry of Economic Affairs for the development of
anti-helicobacter pylori lactic acid bacteria products
and plant endophytic biological fertilizer formulations.

@ [Pro-Partner] Set up the Fengyuan Operations Center.

2011

2008

@ [Grape King Bio] Won the Taoyuan County Second
Evergreen Outstanding Enterprise Award.

@ [Grape King Bio] “Antrodia camphorate” was granted
the Republic of China Patent No. 1296929.

Antrodia salmonea was granted the People's Republic of
China Patent No. ZL200510095801.1.

@ [Grape King Bio] Constructed an automated production
and packaging plant for biotechnology products and
the second fermentation plant.

@ [Pro-Partner] The revenue reached NT$1.62 billion for
the first time and surpassed that of Grape King Bio, and
the company became number eight among the nation’s
direct sales merchants.

40T fermentation tanks and six 500L’s, and the total
capacity expanded to 275 tons.

@ [Pro-Partner] Proteck Stomaker won the Silver National
Biotechnology and Medical Quality Award. The founder
and Chairman Sheng-Lin Tseng was invited to the
Presidential Palace to accept President Ying-Jeou Ma’s
praise.

2012

2009

@ [Grape King Bio] Was subsidized by the Agricultural
Biotechnology Research and Development Result
Industrialization Project and started the fermentation
production and product development of Ganoderma
lucidum immunoregulatory protein.

@ [Pro-Partner] Set up the Hsinchu Operations Center; the
total revenue was NT$2.2 billion, ranking the sixth in
Taiwan’s direct sales industry and the first among local
direct sales merchants.

@ [Grape King Bio] The combined revenue was NT$4.62
billion, and the five-year average growth rate was more
than 20%.

@ [Grape King Bio] Won the 19th SME Innovation Research
Award.

@ [Grape King Bio] Won the 9th National Innovation
Award.

@ [Grape King Bio] Won the 2012 Taoyuan County
Excellent Enterprise Award.

@ [Pro-Partner] The revenue reached NT$4.2 billion,
becoming the fourth in Taiwan, the first among local
direct sales merchants, and no. 83 among the world's
top 100 direct sales merchants.

@ [Pro-Partner] Pro-Partner was awarded the "Golden
Torch Award - Top Ten Outstanding Enterprises” by the
Ministry of Economic Affairs.

2013

2010

@ [Grape King Bio] Began to expand the biological
center’s 3rd fermentation plant, which contains two 40T
fermentation tanks and six 500L’s. Test production is
expected in June 2011.

@ [Pro-Partner] The Taipei Operations Center’s new
building was completed; the operations on the 6th
floor of the Taichung operations center were expanded;
the Kaohsiung Operations Center’s new building was
completed.

2011

@ [Grape King Bio] Won the 9th Golden Torch Award - Top
Ten Outstanding Enterprises.

@ [Grape King Bio] Won the 14th Golden Summit Annual
Outstanding Enterprise Award.

@ [Grape King Bio] Won the 1st National Industrial
Innovation Award - Outstanding SME Award.

@ [Grape King Bio] Won the Taipei Biotechnology Award -
Technology Commercialization.

@ [Grape King Bio] Was subsidized by the Biotechnology
Research and Development Result Industrialization
Project, developed the liquid cultivation of hericium
erinaceus essence, and developed age-delaying health
food; completed the construction of the biological
center’s 3rd fermentation plant, which contains two

@ [Grape King Bio] Replaced the Company's logo. Added
six one-ton fermentation tanks and freeze-drying
equipment.

@ [Grape King Bio] Was granted a promotion subsidy of
the Biotechnology Research and Development Result
Industrialization Project of the Industrial Development
Bureau, Ministry of Economic Affairs.

@ [Grape King Bio] Was awarded the first prize by the
Institute for Biotechnology and Medicine Industry on
eight operating indicators.

@ [Grape King Bio] Won the "Most Popular Brand Award"
and "National First Award" of the 10th National Brand
Yushan Award.

@ [Grape King Bio] Was ranked No. 36 in the "Top 100
Enterprises the New Generation Wants to Work for in
2013" and No. 2 in the "Science Category" of Cheers
Special Issue No. 117.

@ [Grape King Bio] Was a finalist in the 2nd Prestigious
Enterprise Award.

@ [Pro-Partner] Increased the number of service offices in
Taipei, and established a new Taipei Operations Center
which is the seventh operations center of Pro-Partner.

@ [Pro-Partner] Spent NTS$3 billion to purchase the
new building in Neihu to create a new operating
headquarters.

@ [Pro-Partner] The annual revenue was NT$5 billion with
arecord 28% annual growth rate. The Company ranked
the third in Taiwan’s direct sales industry and the first
among local direct sales merchants.




2014

@ [Grape King Bio] The consolidated revenue was
NT$6.282 billion.

@ [Pro-Partner] The revenue reached NT$5.827 billion,
and the company became the second in Taiwan’s direct
sales industry and the first among local direct sales
merchants for four consecutive years.

@ [Grape King Bio] Obtained PIC/S GMP (Good
Manufacturing Practices for Western Medicine)
certification.

@ [Grape King Bio] Obtained 1SO 22000 certification (food
safety and health management system certification).

@ [Grape King Bio] The construction ceremony of the new
plantin Pingzhen was held in May.

@ [Grape King Bio] Signed a letter of intent with the
Chinese mainland pharmaceutical manufacturer
Yunnan Baiyao Group in July.

@ [Grape King Bio] The Science Industrial Park’s Review
Committee decided in August that the Company falls
into the "science industry" category in the "Regulations
for Science Industrial Park’s Establishment and
Management", and was allowed to setup “Grape King
Bio Bio Ltd. Longtan Park Branch” in the Park.

@ [Grape King Bio] Won the third prize in the
Pharmaceutical and Biotechnology Category of
2014 Top 2000 Enterprise Survey of CommonWealth
Magazine Issue No. 547.

@ [Grape King Bio] Won Forbes 2014 Asia’s 200 Best Listed
SMEs (Best Under A Billion).

@ [Grape King Bio] Won the 2014 Top 20 Innovative Taiwan
Companies Award.

@ [Grape King Bio] Won the 2014 Outstanding Marketing
Contribution Award - Annual Outstanding Advertiser's
Partnership Award.

@ [Grape King Bio - mushroom and fungus health food
development] Won the 11th National Innovation Award.

@ [Grape King Bio] The Antrodia King series of products
won the Top 10 Outstanding Products Award of the 16th
Golden Summit Award.

2015

@ [Grape King Bio] Won the Excellence Award of 2015
Manager Monthly’s Influential Brand in the Health Food
category.

@ [Grape King Bio] The Antrodia King series of products
won the Top 10 Outstanding Enterprises - Excellent
Products Award of the 12h Golden Torch Award.

@ [Grape King Bio] The technical patent for "The
Active-Substance of Alkali-Extracted Polysaccharide
Polypeptide From Antrodia Camphorate Mycelium to
Protect and Proliferate Liver Cells" won a gold medal
in the Biotechnology, Health & Fitness category of the
26th ITEX International Invention Exhibition in Malaysia
in 2015.

@ [Grape King Bio] The technical patent for "The
Active-Substance of Alkali-Extracted Polysaccharide
Polypeptide from Antrodia Camphorate Mycelium to
Protect and Proliferate Liver Cells" won a gold medal
in the Alternative Medicine/Therapeutic category of
the 30th IPEX International Invention Exhibition in
Pittsburgh, USAin 2015.

@ [Grape King Bio] Again won Forbes 2015 Asia’s 200 Best
Listed SMEs (Best Under A Billion).

@ [Grape King Bio] The technical patent for "The
Active-Substance of Alkali-Extracted Polysaccharide
Polypeptide From Antrodia Camphorate Mycelium to
Protect and Proliferate Liver Cells" won a gold medal in
the 2015 Taipei International Invention and Technology
Trade Show.

@ [Grape King Bio] The technical patent for "The
Active Substance of Cicada, Its Preparation Method,
Pharmaceutical Compounds and Use" won a bronze
medal in the 2015 Taipei International Invention and
Technology Trade Show.

2016

2015

@ [Grape King Bio] The consolidated revenue was
NT$7.274 billion.

@ [Pro-Partner] The revenue was NT$6.708 billion, and
the Company was still the second in Taiwan’s direct
sales industry and the first among local direct sales
merchants for five consecutive years.

@ [Grape King Bio] Introduced a number of new products
such as Tian Qi Ling Zhi Essential Drink, PowerBOMB
Energy Drinks, Ganoderma for Kids, Marigold Lutein
Complex and so on.

@ [Grape King Bio] Was awarded 1SO17025 certification by
TAF.

@ [Grape King Bio] Again won the third prize in the
Pharmaceutical and Biotechnology Category of
2015 Top 2000 Enterprise Survey of CommonWealth
Magazine Issue No. 572.

@ [Grape King Bio] The consolidated revenue was
NT$9.185 billion.

@ [Pro-Partner] The revenue reached NT$8.17 billion,
ranking number two in Taiwan’s direct sale business
and was number one among the local direct sale
merchants for many years.

@ [Grape King Bio] The Pingzhen plan was opened in
September.

@ [Grape King Bio] Launched new products Snow
Brightening Essential Drink , Tian Qi Maca Essential
Drink, Ling Zhi Antiallergy, Pueraria Mirifica Queen and
Sliim Turmeric Complex

@ [Grape King Bio] Was ranked No. 32 in the "Top 100
Enterprises the New Generation Wants to Work for
in2016" and No. 1 in the "Medical Biotechnology" of
Cheers Special Issue No. 184.

@ [Grape King Bio] "Tripling the Proliferation of Normal
Liver Cells with Alkali-Extracted Polysaccharide" won a
gold medal in the 44th Geneva International Invention
Exhibition and the United Arab Emirates’ Special Award.
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2016

@ [Grape King Bio] The Hericium mycelium special
process patent won a silver medal in the 44th Geneva
International Invention Exhibition.

@ [Grape King Bio] "Antrodan (Peptidoglycan), An Active
Substance From Antrodia Camphorate Mycelium to
Protect and Proliferate Liver Cells" won a bronze medal
in the 2016 Paris International Invention Exhibition.

@ [Grape King Bio] "The Active Substance of Cicada, Its
Preparation Method, Pharmaceutical Compounds and
Use" won a bronze medal in the 2016 Paris International
Invention Exhibition.

@ [Grape King Bio] "Fermentation Process of Hericium
Erinaceus Mycelium for Rich Hericium Auratus A" won a
bronze medal in the 2016 Paris International Invention
Exhibition.

@ [Grape King Bio] For the third consecutive year won the
third prize in the Pharmaceutical and Biotechnology
Category of the 2016 Top 2000 Enterprise Survey of
CommonWealth Magazine Issue No. 597.

@ [Grape King Bio] Won the 2016 Superbrands award.

@ [Grape King Bio] Was the only Taiwanese company that

s

won the award of BioSpectrum Magazine’s "Asia's Top
50 Fast Growing Biotechnology Companies".

@ [Grape King Bio] The Ganoderma King won the
Excellence Award of the "2016 Health Brand Award"
jointly organized by YAHOO! and "Goodmorning
Health".

@ [Grape King Bio] The Probiotic series of products won
the Outstanding Award of the "2016 Health Brand
Award" jointly organized by YAHOO! and "Goodmorning
Health".

@ [Grape King Bio] Pro-Partner Neuro-trition developed
by the Company’s R&D Team won the only World Food
Industry’s Special Award - Consumer Science Education
Award in the "2016 IUFoST World Food Technology
Conference".

@ [Grape King Bio] "A Method for Preventing the Rapid
Degradation of Hericium Auratus A in the Fermentation
Process of Hericium Erinaceus" won a gold medal
in the 2016 Taipei International Invention Show &
Technomart.

@ [Grape King Bio] "A Method for Preparing Fermentation
Liquid Containing Anti-UVA Active Lilac Mushroom
Mycelium" won a silver medal in the 2016 Taipei
International Invention Show & Technomart.

@ [Grape King Bio] Was the only enterprise commended by
the Taoyuan City Government for education promotion.

2016

@ [Grape King Bio] In response to its joining of the Taiwan
Vaccine Promotion Association’s "Influenza Prevention
Alliance", the Company created a healthy workplace
and won the "Epidemic Fighting Award".

@ [Grape King Bio] "The Antrodia Camphorata Active
Substance and Its Compounds to Reduce Drug
Resistance of Cancer Cells" won a gold medal in
the 2016 I1IC International Innovative Invention
Competition.

@ [Grape King Bio] "The Active Substance of Cicada, Its
Preparation Method, Pharmaceutical Compounds and
Use (on Xerophthalmia)" won a gold medal in the 2016
I1IC International Innovative Invention Competition.

@ [Grape King Bio] "The Active Substance of Hericium
and Hericium Erinaceus Mycelium to Alleviate Pains, Its
Preparation Method and Pharmaceutical Compounds"
won a silver medal in the 2016 I1IC International
Innovative Invention Competition.

@ [Grape King Bio] Pro-Partner Neuro-trition developed
by the Company’s R&D Team won a gold medal in
the Innovative Processing Technology category of
the Taiwan Food Science and Technology Institute’s
Innovative Product Evaluation Award.

@ [Grape King Bio] "The Active Substance of Cicada
to Prevent Xerophthalmia, Its Preparation Method,
Pharmaceutical Compounds and Use" won a gold
medal in the 12th Seoul Invention Exhibition in 2016.

@ [Grape King Bio] "Antrodia Camphorata Mycelium
Extract and Its Medicine or Food to Reduce Drug
Resistance of Cancer Cells" won a silver medal in the
12th Seoul Invention Exhibition in 2016.

@ [Grape King Bio] "The Active Substance of Hericium
and Hericium Erinaceus Mycelium to Alleviate Pains, Its
Preparation Method and Pharmaceutical Compounds"
won a bronze medal and special award in the 12th
Seoul Invention Exhibition in 2016.




Vision & Mission Statement

“Technology, Health, and Hope” are the core values of Grape King Bio, which we use as
part of our vision and mission. Biotechnology is a key trend in the 21st century and is also
a the direction for us to deliver long-term and sustainable growth.

Together with our visionary and dedicated staff at Grape King Bio, we aim to take Biotech-
nology to the next level. Using the latest technology available we develop products to
help consumers have healthier lives, ultimately giving hope for prosperous futures.




1. Organization Structure

(1) Organization Structure
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(2)Responsibilities of Major Departments

Department

Responsibility

Compensation Committee

To help improve the Company's high-level manager evaluation and compensation management system.

Audit Department

To audit the various department's internal control system and timely provide suggestions for improvement.

General Manager's Room

To carry out and co-ordinate all departments' work distribution, coordination and utilization.

Process Monitoring Committee

To carry out project contracting, construction quality supervision and acceptance.

Personal Data Committee

To carry out corporate data maintenance and control and personal data protection and management.

Corporate Social Responsibility Committee

To formulate the corporate social responsibility policy and carry out social welfare related matters.

Occupation Safety and Health Committee

To study and set up labor safety and health related policies and regulations.

GMP Committee

To ensure that the product safety and health in the manufacturing process, including raw material handling, production, quality, warehousing, finished products and other operations, are in line with the government-required GMP and food safety management system
specifications; to carry out quality management of the Company's planning, review, supervision and audit matters.

Quality Monitoring Committee

Tocarry out health management procedures, product planning, management, supervision and audit matters.

Food Safety Team

To carry out food safety operations control and maintenance, and reduce the risks in the supply chain.

Employee Welfare Committee

To act as a platform and bridge for labor and employer communication and promote the coordination between labor and employer.

HR Review Committee

To implement and improve the HR development policy and review all kinds of personnel related disputes.

Quaity Control Dept

To carry out quality system-related operations with control measures such as supervision, assessment, validation, verification and identification to continuously improve product quality.

Work Safety Department

Responsible for the development, implementation and supervision of labor safety, environmental health and other related matters.

Human Resource Department

Responsible for the formulation of the human resource policy and goals and plans concerning election, training, appointment, retention and tests.

Public and Investment Relation Dept.

Responsible for corporate relationship management and public relations related matters.

Management Division

To take care of corporate administrative affairs, information, plant projects and other matters.

Finance Division

To manage, plan and formulate the Company's financial, accounting and legal related matters.

Sales and Marketing Division

To collect domestic and foreign marketing resources, contact and track domestic and foreign OEM businesses, carry out the Company's product sales development and lead and integrate marketing strategies to develop brand value and innovation.

Supply Chain Responsible for the integration and implementation of demand planning, supply planning, procurement, raw material storage, finished product logistics and other related operations.
Manufacturing and SCM Division To carry out manufacturing, processing, packaging and other related matters.
R&D Division To carry out new product research and development and old product improvement, product quality control, raw material testing, product quality management, quality identification and other matters.
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2. Directors, Supervisors, General Manager, Deputy General Manager, Associates, Departments and Branches Officer Information

(1) Directors and Supervisors

April 15,2017 Unit: share; %

Shareholdin .
Term Date First Shareholding when Current Spouse & Minor b Nomineeg Experience Other Executives, Directors or Supervisors who are spouses or
Title (Note 1) Nationality Name Gender Date Elected Elected Shareholding Shareholding y (Education) . within two degrees of kinship
(years) | elected (Note 2) Arrangement (Note 3) Position
Shares % Shares % Shares % Shares % ote Title Name Relation
. . . Director Chang-Yeh Tseng Mother and son
Chairman Republic of China Andrew Tseng Male June 26,2015 3 June 19, 2009 5,112,244 3.93 |5,592,244| 4.14 - - - - PhD Note 4 . L .
Director Mei-Jing Tseng Sister and brother
. . . Junior high Chairman Andrew Tseng Mother and son
Director Republic of China Chang-Yeh Tseng Female June 26,2015 3 June 26,2015 2,155,823 1.66 4,488,114 | 3.32 - - - - Note 4 X o
school Director Mei-Jing Tseng Mother and daughter
. . . L , Chairman Andrew Tseng Sister and brother
Director Republic of China Mei-Jing Tseng Female June 26,2015 3 June 26,2015 4,349,117| 3.34 |4,446,117| 3.29 - - - - Master’s Degree [Note 4 .
Director Chang-Yeh Tseng Mother and daughter
Director Republic of China Cheng-An Lai Male June 26,2015 3 June 14, 2006 2,174,775 1.67 1,466,775| 1.08 - - - - College Note 4 Nil Nil Nil
Director Republic of China Chi-Chia Chang Male June 26,2015 3 June 19, 2009 2,548,386 1.96 1,538,386 | 1.14 |[1,794,000 1.33 - - College Note 4 Supervisor Chi-Sheng Chang Brothers
Director Republic of China Yan-Yi Huang Male June 26,2015 3 June 19,2009 2,028,542| 1.56 1,953,542 | 1.44 - - - - Master’s Degree |Nil Nil Nil Nil
Ding F: Investment June 26,2015 1,228,000 094 [1,293,000| 0.96 - - - - Nil Nil Nil Nil
Co., Ltd.
Director Republic of China - . 3 June 26,2015
: Appointment date: ’
SRR it 1,167,269 090 | 709,230 | 0.52 | 817,000 | 0.60 - - |college Note4 |Nil Nil Nil
Sheng-Bin Tseng June 26,2015
Independent Director |Republic of China Feng-Yi Lin Male June 26, 2015 3 June 26, 2015 - - - - - - - - Master’s Degree |Nil Nil Nil Nil
Independent Director |Republic of China Jin-Fu Chen Male June 26,2015 3 June 26,2015 - - - - - - - - PhD Nil Nil Nil Nil
Supervisor Republic of China Chi-Sheng Chang Male June 26,2015 3 June 16, 1997 2,108,957| 1.62 |2,093,957| 1.55 | 992,530 0.73 - - College Nil Director Chi-Chia Chang Brothers
Supervisor Republic of China Mei-Li Chen Female June 26,2015 3 June 26,2015 1,465,383| 1.13 1,465,383 | 1.08 - - - - High school Nil Nil Nil Nil
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Note 1: If a corporate shareholder, please list its name and the representative's name (if the representative of a corporate shareholder, please indicate the name of
the corporate shareholder) and fill in Table 1 below.

Note 2: Please fill in the time of assuming the Company’s director or supervisor position for the first time. If there is any interruption, please indicate.

Note 3: Experience related to the current position. If the person has worked for the Company's CPA firm or affiliates in the aforementioned period, please describe
the titles and responsibilities.

Note 4: List of Directors with positions at the Company and other companies.

Name Experience (Education)
Andrew Tseng The Company’s General Manager, Pro-Partner Co., Ltd. Director, BVI Grape King International Investment Inc. Chairman, Shanghai
Grape King Enterprise Corp. Director, Yi Chao Co., Ltd. Chairman °
Pro-Partner Co., Ltd. Chairman, BVI Grape King International Investment Inc. Director, Shanghai Grape King Enterprise Corp..
Chang-Yeh Tseng

Chairman, Yi Chao Co., Ltd. Supervisor

Pro-Partner Co., Ltd. Director, Pro-Partner Co., Ltd. Director Manager, Yi Chao Co., Ltd. Director

Shanghai Grape King Enterprise Corp. Supervisor

Yi Chao Co., Ltd. Director

Pro-Partner Co., Ltd. Director, BVI Grape King International Investment Inc. Director, Shanghai Grape King Enterprise Corp.. Director

Mei-Jing Tseng
Cheng-An Lai
Chi-Chia Chang
Sheng-Bin Tseng

Table 1: Major shareholders of the institutional shareholders April 15, 2017

Name of Institutional Shareholder Major shareholder

Sheng-Bin Tseng (20%), Ding-Fu Tseng (20%), Jin-Hua Chen (20%), Si-Wen Tseng (20%), Ying-Chen Tseng (20%)

Ding Fu Investment Co., Ltd.

Note 1 : If the Director or Supervisor is the representative of a corporate shareholder, please fill in the name of the corporate shareholder.
Note 2 : Please fill in the name of the major shareholder of the corporate shareholder (top 10 in shareholding) and the shareholding ratio. If the major shareholder is
a corporate shareholder, please also fill in Table 2.

Table 2: Major shareholders of the major shareholders in Table 1 who are Institutional shareholders
April 15,2017

Name of Institutional Shareholder Major shareholder
NA NA

Note 1: If the major shareholder in Table 1 is a corporate shareholder, please fill in its name.
Note 2: Please fill in the name of the corporate shareholder’s major shareholder (top 10 in shareholding) and the
shareholding ratio.




973ueulanon ajes0d.o)

20

Professional Qualifications and Independence analysis of the Directors and Supervisors

April 15,2017
Criteria| Meet One of the Following Professional
Qualification Requirements, Together with at Independence Criteria (Note 1) Number of Other
Least Five Years Work Experience . .
n Public Companies
. Business,
Business, Legal in Which the
L Judge, Legal . .
Affairs, Finance, . Individual is
n i Prosecutor, |Affairs,
ccountin
= Attorney, CPA [Finance, (LENEIEI
Lecturer or ) 5 1(2|3|4|5|6|7)|8|9|10|Servingasan
b in Coll or National |Accounting

above in Colleges

in Related 885 certified or Related In.dependent

in Relate

Professionals [Work Director

departments )
Name Experience
Andrew Tseng \ V|V V|V 0
Chang-Yeh Tseng \ V]V V]V 0
Mei-Jing Tseng \ V|V V|V 0
Cheng-An Lai \ \ VI V| V|V V]|V]|V 0
Chi-Chia Chang \ \ ViVv]V V]V 0
Yan-Yi Huang \ V|V VIiV|V|V]|]V| V|V 0
Ding Fu
Investment Co.,
Ltd. V V VIiV|[V|V|V| V| V|V 0
Representative
Sheng-Bin Tseng
Feng-Yi Lin Vv ViV V|V|V| V| V|V|V|V 0
Jin-Fu Chen VIiV|V|V|V| V| V| V|V]|V 0
Chi-Sheng Chang \ \ V|V]|V V|V 0
Mei-Li Chen V V|V VIiV|V|V]|]V| V|V 0

Note: Please tick the corresponding boxes that apply to the directors or supervisors during the two years prior to being elected or during the
term of office.

N =

(2}

8.
9.

. Not an employee of the Company or any of its affiliates.

Not a director or supervisor of the Company or any of its affiliates. Not applicable in cases where the person is an independent director
of the Company, its parent company, or any subsidiary in which the Company holds, directly or indirectly, more than 50% of the voting
shares.

Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the
person under others’ names, in an aggregate amount of 1% or more of the total number of outstanding shares of the Company or
ranking in the top 10 in holdings.

Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the persons in
the preceding three subparagraphs.

Not a director, supervisor, or employee of a corporate shareholder who directly holds 5% or more of the total number of outstanding
shares of the Company or who holds shares ranking in the top five holdings.

. Not a director, supervisor, officer, or shareholder holding 5% or more of the shares, of a specified company or institution which has a

financial or business relationship with the Company.

Not a professional individual who is an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company,
or institution that provides commercial, legal, financial, accounting services or consultation to the Company or to any affiliate of the
Company, or a spouse thereof. These restrictions do not apply to any member of the remuneration committee who exercises powers
pursuant to Article 7 of the “Regulations Governing the Establishment and Exercise of Powers of Remuneration Committees of
Companies whose Stock is Listed on the TWSE or Traded on the TPEx .

Not having a marital relationship, or a relative within the second degree of kinship to any other director of the Company.

Not been a person of any conditions defined in Article 30 of the Company Law.

10. Not a governmental, juridical person or its representative as defined in Article 27 of the Company Law.



(2) Management Team

April 15,2017 Unit: share; %

. Managers who are
Spouse Shareholding .
. . . Date Shareholding & Minor by Nominee | Experience | Other P
Title | Nationality| Name |Gender . . - Two Degrees of
Effective Shareholding| Arrangement | (Education) | Position Kinshi
inship
Shares | % |Shares| % |Shares| % Title [ Name | Relation
. PhD, Business
Chairman
. Management,
and Republic of [Andrew . . . . .
i Male 2014.11.07 |5,592,244| 4.14 - - - - |University of Nil Nil Nil Nil
General [China Tseng
Strathclyde
Manager
(UK)
Deput PhD, Life
u
puty Republic of [Jin-Chu Science X . . .
GM, R&D i Male 2014.01.01 | 1,388 |0.001 - - - - i Nil Nil Nil Nil
L China Chen School, Tsing
Division . N
Hua University
. Bachelor,
Republicof | . . . . .
CFO i Nick Hung (Male  |2014.01.01 = = - - - - |ChungHsing Nil Nil | Nil Nil
ina
University

(3) Remunerations of the Directors, Supervisors, President, and Vice President
Remunerations of the Directors (including Independent Directors)
Unit: NT$1,000 ; %

Director remuneration Remuneration from other jobs
The sum of A, The sum of A, B,
. B,Cand D as N C,D,E,FandGas
ion (A) i Director et a percentage LIIEERET Retirement a percentage of
(Note 2) pension (B) tion (C) (Note 3) I:;r;;)::ee:)ses of after-tax net ?:e:u(:; (r:l;zesc)lal pension (F) Ay E D () EiE) after-tax net profit
profit (Note 10) (Note 10) Remuner-
ation from
re-invested
Title Name A All com- A All com- All com- All com- All com- All companies in businesses
a:i:rs"- panies a:i:rs"- panies panies panies panies |t company the consolidated Allcom- |other than
::nhe inthe ::ﬂhe inthe inthe inthe inthe financial state- paniesin |subsidiaries
E E E E E ments (Note 7) - | (Note 11]
The |consol- |The FMSOI The consol- | The Fonsol The FOHSOI The f.onsol The f:onsol The theAcon ¢ !
P idated B idated idated idated idated solidated
Com- |idated Com- | Compa- |idated |Com- | Com- Compa- Com- Compa- | .. N
fi al finan- fi finan- finan- finan- finan- financial
pany s':;:zc'a PaY | cial v clir:n- PaY | cial P | cial Y cial PaY | cial . X o o i state-
5 state- state- state- state- state- |Cash | Stock | Cas Stod ments
ments state-
(Note7) ments ments ments ments ments ments (Note 7)
(Note 7) (Note 7) (Note 7) (Note 7) (Note 7)
Chair-  |Andrew
man Tseng
Chang-
Director |Yeh
Tseng
q Mei-Jin;
Director g
Tseng
. Yan-Yi
Director
Huang
q Chi-Chia
Director
Chang
. Cheng-
Director >
An Lai
Ding Fu = = = = 24,869 (24,869 1,620 1,620 | 2.04 | 2.04 | 3,782 | 9,872 = = 8,424 = 18,567 = 2.98 4.24 Nil
Invest-
ment
. Co., Ltd.
Director
Repre-
sentative
Sheng-
Bin Tseng
Inde- .
Feng-i
pendent Lin
Director
Inde- | Jin-Fu
pendent
Director | Chen
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Range of Remuneration

Range of Remuneration

Director name

Total amount of the first four remunerations
(A+B+C+D)

Total amount of the first seven remunerations
(A+B+C+D+E+F+G)

The Company (Note 8)

Companies in the
consolidated financial
statements (Note 9) |

The Company (Note 8)

Companies in the
consolidated financial
statements (Note 9) J

Lower than 2,000,000

Feng-Yi Lin, Jin-Fu Chen

Feng-Yi Lin, Jin-Fu Chen

Feng-Yi Lin, Jin-Fu Chen

Feng-Yi Lin, Jin-Fu Chen

2,000,000 (inclusive) ~
5,000,000 (exclusive)

Chang-Yeh Tseng, Mei-
Jing Tseng, Andrew
Tseng, Ding Fu
Investment Co., Ltd.,
Chi-Chia Chang, Yan-Yi
Huang, Cheng-An Lai

Chang-Yeh Tseng, Mei-
Jing Tseng, Andrew
Tseng, Ding Fu
Investment Co., Ltd.,
Chi-Chia Chang, Yan-Yi
Huang, Cheng-An Lai

Chang-Yeh Tseng, Mei-
Jing Tseng, Ding Fu
Investment Co., Ltd.,
Chi-Chia Chang, Yan-Yi
Huang, Cheng-An Lai

Ding Fu Investment Co.,
Ltd., Chi-Chia Chang, Yan-
Yi Huang, Cheng-An Lai

5,000,000 (inclusive) ~
10,000,000 (exclusive)

10,000,000 (inclusive) ~

15,000,000 (exclusive)

15,000,000
30,000,000

inclusive) ~

exclusive)

Andrew Tseng

Chang-Yeh Tseng, Mei-
Jing Tseng, Andrew Tseng

30,000,000
50,000,000 (exclusive)

inclusive) ~

50,000,000 (inclusive) ~
100,000,000 (exclusive)

100,000,000 or more

Total

9 people

9 people

9 people

9 people

Note 1: The Directors' names should be listed separately (if a corporate shareholder, the corporate name and the representative's name should be
listed separately), and the payments should be consolidated for disclosure. If a Director is also either the General Manager or the Deputy
General Manager, please fill in this form and the following Table (3-1) or (3-2).

Note 2: The Director's remuneration for the most recent year (including salary, job allowances, severance payment, various bonuses and incentives).

Note 3: The latest amount of Director's remuneration as passed by the board of directors.

Note 4: The latest annual business execution expenses of the Director (including transportation costs, special expenses, various subsidies, dormitory
expenses, car expenses and other physical provisions). In case of the provision of expenses for housing, cars and other means of transportation
or exclusive personal expenses, please disclose the nature and cost of the assets provided, the actual or fair market price of the rent, gasoline
and other payments. If a driver is provided, please indicate the Company's relevant remuneration to the driver, but the amount should not be
included in the remuneration.

Note 5: The latest salary, job allowances, severance payment, various bonuses, incentives, car expenses, special expenses, various subsidies, dormitory
expenses, car expenses and other physical provisions for the Director's other jobs (including the positions of General Manager, Deputy General
Manager, Manager and other positions). In case of the provision of expenses for housing, cars and other means of transportation or exclusive
personal expenses, please disclose the nature and cost of the assets provided, the actual or fair market price of the rent, gasoline and other
payments. If a driver is provided, please indicate the Company's relevant remuneration to the driver, but the amount should not be included
in the remuneration. According to IFRS 2's recognition of remuneration in "Share-Based Payments”, the remuneration shall include employee
stock options, restricted-right employee shares and share subscription from participation in cash capital increase.

Note 6: If a Director receives employee remuneration (including stock and cash) on his/her other job(s) (including the positions of General Manager,
Deputy Manager, Manager and other positions) in the latest year, please disclose the amount of employee remuneration as passed by the
board of directors in the latest year. If the amount cannot be estimated, it should be calculated based on the percentage of the actual amount
distributed last year, and Appendix 1-3 should be filled out.

Note 7: The total remuneration paid by all the companies (including the Company) in the consolidated report to the Company's Director.

Note 8: The total remuneration paid by the Company to each Director; the Director’ s name should be disclosed in the respective tier.

Note 9: The total remuneration paid by all the companies (including the Company) in the consolidated report to each of the Company's Directors
should be disclosed, and the Director's name s should be disclosed in the respective tier.

Note 10: Net profit after tax refers to the net after-tax profit for the latest year. If the International Financial Reporting Standards have been adopted,
then it is the net after-tax profit of the individual company or the respective financial statement.

Note 11: a. In this field the amount of remuneration paid to the Director by the Company's re-invested businesses other than the subsidiaries should

be clearly indicated.
b. If the Director receives remuneration from the Company's re-invested businesses other than the subsidiaries, such remuneration should be

incorporated into column | of the Remuneration Tiers Table, and the name of the field should be changed to "All re-invested businesses”.
c. Remuneration refers to the compensation, reward (including that for an employee, director or supervisor) and business execution expenses

received by the Company's Director for acting as a director, supervisor or manager of the Company's re-invested businesses other than the

subsidiaries.

* The contents of the remuneration disclosed in this table are different from those in the Income Tax Law. Therefore, this statement is for the purpose
of disclosure but not for taxation.



Remunerations of the Supervisors
Unit: NT$1,000 ; %

R Ratio of Total Remuneration
(A+B+C) to Net Income (Note 8)
Business execu- The Eempanisi Remuner-
Remuneration (A) |Bonus to Supervisors |, . the consolidated B
tion expenses (C) Com- |_. N ation from
(Note 2) (B) (Note 3) financial statements N
(Note 4) pany re-invested
. (Note 5) .
Title Name -
Companies Compa- Compa-
inth ies in th ies in th c .. other than
The in t e con- The nies |n.t e The nies |n't e The ompanlef» in Sl s
solidated C lidated C lidated the consolidated
Com- |, . Com- |,. . Com-| . . Com- | . (Note 9)
an financial an financial an financial an financial statements
Pany | statements [P?™Y |statements  |P2™Y |statements  |P2"Y (Note 5)
(Note 5) (Note 5) (Note 5)
Supervisor _|Chi-Sheng Chang ; 5,961 5,961 360 360 0.49 0.49 Nil
Supervisor |Mei-Li Chen

Range of Remuneration

Name of Supervisor
X Total amount of the first three remunerations (A+B+C)
Range of Remuneration Companies in the consolidated
The Company(Note 6) . i
financial statements (Note 7) D

Lower than 2,000,000 - -
2,000,000 (inclusive) ~ 5,000,000 (exclusive) Chi-Sheng Chang, Mei-Li Chen Chi-Sheng Chang, Mei-Li Chen
5,000,000 (inclusive) ~ 10,000,000 (exclusive) - -
10,000,000 (inclusive) ~ 15,000,000 (exclusive) - -
15,000,000 (inclusive) ~ 30,000,000 (exclusive) - -
30,000,000 (inclusive) ~ 50,000,000 (exclusive) - -
50,000,000 (inclusive) ~ 100,000,000 (exclusive) - -
100,000,000 or more - -
Total 2 people 2 people

Note 1: The Supervisors' names should be listed separately (if a corporate shareholder, the corporate name and the representative's name should be
listed separately), and the payments should be consolidated for disclosure.

Note 2: The Supervisor's remuneration for the most recent year (including salary, job allowances, severance payment, various bonuses and incentives).

Note 3: The latest amount of Supervisor's remuneration as passed by the board of directors.

Note 4: The latest annual business execution expenses of the Supervisor (including transportation costs, special expenses, various subsidies,
dormitory expenses, car expenses and other physical provisions). In case of the provision of expenses for housing, cars and other means of
transportation or exclusive personal expenses, please disclose the nature and cost of the assets provided, the actual or fair market price of the
rent, gasoline and other payments. If a driver is provided, please indicate the Company's relevant remuneration to the driver, but the amount
should not be included in the remuneration.

Note 5: The total remuneration paid by all the companies (including the Company) in the consolidated report to the Company's Supervisor.

Note 6: The total remuneration paid by the Company to each Supervisor; the Supervisor’ s name should be disclosed in the respective tier.

Note 7: The total remuneration paid by all the companies (including the Company) in the consolidated report to each of the Company's Supervisors
should be disclosed, and the Supervisor's name should be disclosed in the respective tier.

Note 8: Net profit after tax refers to the net after-tax profit for the latest year. If the International Financial Reporting Standards have been adopted,
then it is the net after-tax profit of the individual company or the respective financial statement.

Note 9: a. In this field the amount of remuneration paid to the Supervisor by the Company's re-invested businesses other than the subsidiaries should

be clearly indicated.

b. If the Supervisor receives remuneration from the Company's re-invested businesses other than the subsidiaries, such remuneration
should be incorporated into column D of the Remuneration Tiers Table, and the name of the field should be changed to "All re-invested
businesses'.

¢. Remuneration refers to the compensation, reward (including that for an employee, director or supervisor) and business execution expenses
received by the Company's Supervisor for acting as a director, supervisor or manager of the Company's re-invested businesses other than
the subsidiaries.

* The contents of the remuneration disclosed in this table are different from those in the Income Tax Law. Therefore, this statement is for the purpose

of disclosure but not for taxation.
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Remunerations of the managerment team
Unit: NT$1,000 ; %

. - . . The sum of A, B, C and D as a per-
g)e LTS () Retirement pension (B) :J';::t?;; © (Note 4) ©) U::t:ée;;f after-tax net profit (%)
iesi Remuneration from
Title Name C?m?a;h Companies in a . f::;i:::;:md re-invested businesses
The mesin fe The |the consolidated | The et The Compan: financial state- The | Companies in the consoli- | other than subsidiaries
consolidated ) . the consolidated [FEL . .
Com- | cial Com- financialstate-  Com- |- o ents TS Com- |dated financial statements | (Note 9)
pany statements pany | ments pany (Note 5) (Note5) pany (e20)
(Note5) (Note 5)
Cash Stock Cash Stock
General Manager | Andrew Tseng
R&D Division
Deputy General [ Jin-ChuChen | 4,877 | 4,877 - - 2,932 2,932 16590 | - |16590| - |188 1.88 Nil
Manager
CFO Nick Hung
Range of Remuneration
Name of President and Vice President
Range of Remuneration The Company (Note 6) Companies in the consolidated
financial statements (Note 7) E

Lower than 2,000,000 - -
2,000,000 (inclusive) ~ 5,000,000 (exclusive) Nick Hung Nick Hung
5,000,000 (inclusive) ~ 10,000,000 (exclusive) Jin-Chu Chen Jin-Chu Chen
10,000,000 (inclusive) ~ 15,000,000 (exclusive) - -
15,000,000 (inclusive) ~ 30,000,000 (exclusive) Andrew Tseng Andrew Tseng
30,000,000 (inclusive) ~ 50,000,000 (exclusive) - -
50,000,000 (inclusive) ~ 100,000,000 (exclusive) - -
100,000,0000r more - -
Total 3 people 3 people

Note 1: The General Manager’ s and the Deputy General Managers’ names should be listed separately, and the payments should be consolidated
for disclosure. If a Director is also either the General Manager or the Deputy General Manager, please fill in this form and the following Table (3-
1) or (3-2).

Note 2: The latest amount of the General Manager’ s and the Deputy General Managers’ remunerations (including salary, job allowances and
severance payment).

Note 3: The latest annual business execution expenses of the General Manager and the Deputy General Managers (including transportation costs,
special expenses, various subsidies, dormitory expenses, car expenses and other physical provisions). In case of the provision of expenses for
housing, cars and other means of transportation or exclusive personal expenses, please disclose the nature and cost of the assets provided,
the actual or fair market price of the rent, gasoline and other payments. If a driver is provided, please indicate the Company's relevant
remuneration to the driver, but the amount should not be included in the remuneration. According to IFRS 2's recognition of remuneration
in "Share-Based Payments", the remuneration shall also include employee stock options, restricted-right employee shares and share
subscription from participation in cash capital increase.

Note 4: The employee remuneration (including stock and cash) distributed to the General Manager or Deputy General Manager as passed by the
board of directors in the latest year. If the amount cannot be estimated, it should be calculated based on the percentage of the actual
amount distributed last year, and Appendix 1-3 should be filled out. Net profit after tax refers to the net after-tax profit for the latest year. If the
International Financial Reporting Standards have been adopted, then it is the net after-tax profit of the individual company or the respective
financial statement.

Note 5: The total remuneration paid by all the companies (including the Company) in the consolidated report to the Company's General Manager and
Deputy General Managers.

Note 6: The total remuneration paid by the Company to each General Manager and Deputy General Manager; the General Manager’ s and the Deputy
General Managers' names are to be disclosed in the respective tiers.

Note 7: The total remuneration paid by all the companies (including the Company) in the consolidated report to each of the Company's General
Manager and Deputy General Managers should be disclosed, and the General Manager’ s and the Deputy General Managers” names should
be disclosed in the respective tier.

Note 8: Net profit after tax refers to the net after-tax profit for the latest year. If the International Financial Reporting Standards have been adopted,
then it is the net after-tax profit of the individual company or the respective financial statement.

Note 9:a. In this field the amount of remuneration paid to the General Manager or the Deputy General Managers by the Company's re-invested

businesses other than the subsidiaries should be clearly indicated.

b. If the General Manager and Deputy General Managers receive remuneration from the Company's re-invested businesses other than the
subsidiaries, such remuneration should be incorporated into column D of the Remuneration Tiers Table, and the name of the field should
be changed to "All re-invested businesses’.

¢. Remuneration refers to the compensation, reward (including that for an employee, director or supervisor) and business execution expenses
received by the Company's General Manager or Deputy General Manager for acting as a director, supervisor or manager of the Company's
re-invested businesses other than the subsidiaries.

* The contents of the remuneration disclosed in this table are different from those in the Income Tax Law. Therefore, this statement is for the purpose

of disclosure but not for taxation.



Managers with Employee Remuneration Distribution
Unit: NT$1,000 ; %

Title Name Stock Cash Total Ratio of Total Amount to
(Note 1) (Note 1) Bonus | Bonus o Net Income (%)
Chairman and General
Andrew Tseng
Manager
Deputy General Manager Jin-Chu Chen
CFO Nick Hung
Management Manager Yi-Ru Hu
team Manager Jia-Lun Lin - 30,653 30,653 2.36
Manager Duncan Aitken
Manager Jun-Hsiung Chiu
Manager Yan-Lian Chen
Manager Sheng-Jie Hsu
Manager Yi-Chun, Li

Note 1: The names and titles should be listed separately, and the remuneration distribution may be consolidated for disclosure.
Note 2: The latest amount of the manager’ s employee remuneration as passed by the board of directors (including shares and cash) in the latest

year. If the amount cannot be estimated, it should be calculated based on the percentage of the actual amount distributed last year. Net profit
after tax refers to the net after-tax profit for the latest year. If the International Financial Reporting Standards have been adopted, then it is the
net after-tax profit of the individual company or the respective financial statement.

Note 3: The definition of manager, as governed by the letter of the SFC on March 27, 2003 with a reference no. of Tai-Tsai-Cheng I1l 0920001301, is as

follows:

(1) General manager and equivalent.

2) Deputy general manager and equivalent.

) Associate and equivalent.

) Head of financial department.

) Head of accounting department

) Other people who have the right to manage the company's affairs and are the company's authorized signatories.

(
@
(4
5
6

(4) Comparison and explanation

1. Analysis of the ratio of total remuneration (paid to the Directors, Supervisors, General Manager and Deputy
General Managers of the Company by the Company and all the companies in the consolidated statements in
the last two years) to net profit after tax:

Unit: %
Ratio of Total Remuneration to Net Profit after| Ratio of Total Remuneration to Net Profit
Title Taxin 2016 after Tax in 2015
The Companies in the consolidated The Companies in the consolidated
Company financial report Company financial report
Director 2.04 2.04 2.94 2.94
Supervisor 0.49 0.49 0.39 0.39
General Manager and
1.88 1.88 1.52 1.52
Deputy General Managers

2. The correlation among the remuneration payment policy, standards and combinations, the procedures for
setting the remuneration and the business performance:
The remuneration paid by the Company to its Directors, Supervisors, General Manager and Deputy General
Managers in the last two years is in accordance with the Company Law, the Articles of Association of the
Company and the relevant regulations. In addition to the Company's overall performance, the individual’s
performance target achievement rate and contribution to the performance of the Company are taken into
account for a reasonable reward, and the change in the amount of payment and its ratio is not significant.
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3. Implementation of Corporate Governance
(1) Operation of the board meeting

Six board meetings were held in 2016, and the attendance of Directors (including Independent Direc-
tors) is as follows:

. Actual no. of meetings | No. of meetings with | Actual attendance rate
Title Name (Note 1) Remarks
attended (B) entrusted attendance (%) [B/A](Note 2)
Chairman Andrew Tseng 6 0 100
Director Chang-Yeh Tseng 5 1 83
Director Mei-Jing Tseng 4 2 67
Director Yan-Yi Huang 3 0 50
Director Cheng-An Lai 6 0 100
Director Chi-Chia Chang 5 1 83
Ding Fu Investment Co., Ltd.
Director Representative 6 0 100
Sheng-Bin Tseng
Independent .
X Feng-Yi Lin 4 2 67
Director
Independent |
. Jin-Fu Chen 6 0 100
Director

Other matters to be recorded:

1. If any of the following circumstances occurs in the operation of the board meeting, please indicate the date of the board meeting,
the session number, the contents of the motion, the opinions of all independent directors and the Company’s handling of the
opinions of the Independent Directors:

(1) Matters listed in Article 14-3 of the Securities Exchange Act.

(2) Other than the aforementioned matters, the board resolutions which Independent Directors object to or have reservations
about, and there are records or written statements for them.

The Company did not encounter any of the circumstances.

2. For the situation where a Director avoids a motion related to his/her own interests, please specify the director’s names, the
contents of the motion, the reasons for the avoidance of interests and the voting results: The Company did not encounter this
situation.

3. The goals for strengthening the board's functions in the current and the previous year (e.g., establishment of an audit committee,
promotion of information transparency, etc.) and assessment of the implementation:

(1) The goals for strengthening the board's functions
a. The Company holds a remuneration meeting at least twice a year to regularly review the policy of Director and Supervisor
remunerations, and check whether there is a significant difference with the remuneration structure of similar industry
participants.
b. Implementing corporate governance and enhancing Information transparency: The operation of board meetings is pursuant
to the Rules of Procedure of Board Meeting and the meetings are held in accordance with the requirements.
c. Further training of Supervisors: The Company provides Directors and Supervisors with training information on a monthly
basis to facilitate their access to relevant information and maintain their core values, professional strengths and capabilities.
(2) Assessment of implementation: The Company holds a consolidated business meeting of the parent company and the
subsidiaries every six months and explains the contents of the consolidated report to the board of directors to enable it to
better understand the actual operation of the Company. The Company upholds the principle of operation transparency and
immediately posts important resolutions on MOPS after a board meeting to safeguard the shareholders’ interests. Board
resolutions and their status are timely disclosed on the Company's website (http://www.grapeking.com.tw) to enhance

information transparency.

Note 1: If a director or supervisor is a legal entity, please disclose the name of the corporate shareholder and of its representative.

Note 2: (1) If there is a director or supervisor leaving the company before the end of the year, please indicate the date of departure in the note field. The
actual attendance rate (%) is calculated based on the number of board meetings held and the actual number of meetings attended during
the tenure.

(2) If there is a director or supervisor election before the end of the year, please list both the new and the old directors and supervisors, and
indicate in the Remarks column whether the director or supervisor is old, new or re-elected and the date of election. The actual attendance
rate (%) is calculated based on the number of board meetings held and the actual number of meetings attended during the tenure.



(2) Operation of the audit committee: The Company has not set up an audit committee.

(3) Supervisors’ participation in the operation of board meetings:
Atotal of 6 (A) meetings of the Board of Directors were held in the previous period. The attendance of super-
visors was as follows:

Title Name Actual no. of meetings attended (B) | Actual attendance rate (%) (B/A) Remark
Supervisor |Chi-Sheng Chang 5 83
Supervisor |Mei-Li Chen 6 100

Other matters to be recorded:

1. Composition and responsibilities of Supervisors:
(1) Communication between Supervisors and Company employees and shareholders (i.e., communication channels, methods,
etc.):
On the Company's website, there is a "Shareholders' Column" page offering corporate action services of dedicated personnel,
and a "Contact Us" page offering a dedicated mailbox. The Company also has an internal email address for opinions, and the
Company inquires with the employees in an anonymous manner about their satisfaction with the Company's systems and
the improvements to be made on a regular basis, so the employees can communicate with Supervisors at any time.
(2) Communication between Supervisor and the Head of Internal Audit and the accountant (i.e., the items of communication
concerning the Company's financial and business conditions, the methods and the results)
The Company has publicly provided the certifying accountant's contact details. The Head of Internal Audit is also present
at each board meeting to enable the Supervisor to communicate with the Head of Internal Audit and the accountant at any
time.
2. If Supervisors state their opinions in a board meeting, please indicate the date of the board meeting, the session number, the
contents of the motion, the results of the board resolution and the Company’s handling of the Supervisors’ opinions: The

Company did not encounter this situation.

Note :
* If there is any supervisor leaving the company before the end of the year, please indicate the date of departure in the note field. The actual
attendance rate (%) is calculated based on the number of board meetings held and the actual number of meetings attended during the tenure.
* If there is a supervisor election before the end of the year, please list both the new and the old supervisors, and indicate in the remark column
whether the supervisor is old, new or re-elected and the date of election. The actual attendance rate (%) is calculated based on the number of
board meetings held and the actual number of meetings attended during the tenure.
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(4) Corporate Governance Status, Differences with Corporate Governance Best Practice Principles for TWSE/TPEX

Listed Companies and Reasons

Evaluation Item

Implementation Status

Deviations

“the
Corporate

from

Governance
Best-Practice

Yes|No Abstract Illustration Principles
for TWSE/
TPEX Listed
Companies”
and Reasons
1. Does the company follow the The Company hasits “Corporate Governance Best Practice
Corporate Governance Best Practice Principles” which protect the interests of shareholders,
Principles for TWSE/GTSM Listed strengthen the functions of the board of directors, fulfill the No major
Companies, and has the company \ functions of the supervisors, respect the rights and interests of difference
established and disclosed its own interested parties and enhance the transparency of information.
Corporate Governance Best Practice Please refer to our website for the Corporate Governance Best
Principles? Practice Principles.
2. The company's shareholding
structure and shareholders' equity
(1) Has the company set up internal (1) The Company has a spokesman, acting spokesman,
operating procedures to handle corporate action staff, legal staff, etc. to deal with
shareholder proposals, doubts, shareholders' suggestions, disputes and other issues.
disputes and litigation matters (2) The Company constantly keeps track of the shareholdings of
and followed the procedures? the Directors, Supervisors and majority shareholders holding
(2) Does the company have a list of more than 10% of the Company’s shares, and declares major
its major shareholders and the shareholders’ shareholdings on a monthly basis. No major
ultimate controllers of the major | V (3) The Company has established a monitoring method and difference
shareholders? internal control over its subsidiaries in accordance with the
(3) Has the company established and law and carries out risk control.
implemented risk management (4) The Company has a "Code of Conduct” which prohibits the
and firewall mechanisms with its insiders’ use of private information to trade securities, and at
affiliates? least once a year educates the insiders on the prohibition of
(4) Has the company set up an the use of private information to trade securities.
internal standard to prohibit the
insiders’use of private information
to trade securities?
3. The composition and duties of the
board of directors
(1) Has the board of directors (1) The backgrounds of the board of directors of the Company
formulated a diversified approach are diversified, and their identities include PhDs in business The Company
based on the composition of its management, university professors and Directors and has not yet
members and implemented it? Independent Directors with many years of experience in setupa
(2) Has the company set up other various trades and professions. Two of them are female
types of functional committees Directors as proof of gender diversity on the corporate board. peﬁohmance
voluntarily in addition to the (2) In accordance with the requirements of its operations, appraisal
remuneration committee and the the Company also set up the Engineering Supervision :;ZtEZ:r;o;f
audit committee according to law? Committee, the Food Safety Team and the Corporate Social |
v directors. In the

(3) Has the company set up a
performance appraisal method
and an assessment method for the
board of directors, and conducted
performance appraisal on a
regular basis every year?

(4) Does the company regularly
evaluate the independence of its
certifying accountants?

Responsibility Committee to carry out their duties on a
regular basis.

(3) The performance appraisal method for the board of directors
and its assessment method are still being developed.

(4) The Company assesses the independence of its certifying
accountants on a yearly basis. The latest results were
submitted and passed in the board meeting on March 21,
2017. CAP Mars Hung and CPA James Wang of Ernst & Young
both meet the Company's independence assessment criteria
and are eligible as the Company's certifying accountants.
The accounting firm also issued a letter of declaration.

future it will be
set up based on
the actual needs
and according
to the relevant
laws and
regulations.




Evaluation Item

Implementation Status

Deviations

Yes|No

Abstract Illustration

“the
Corporate

from

Governance
Best-Practice
Principles
for TWSE/
TPEXx Listed
Companies”
and Reasons

4. Has the TWSE/TPEXx listed company
set up a dedicated (or concurrent)
corporate governance unit or
appointed personnel responsible for
corporate governance related matters

(including but not limited to providing

The Company’s Finance Department is a concurrent unit of
corporate governance. It is responsible for posting immediate
information on MOPS or the Company's website for the
shareholders, assisting in tracking the list of major shareholders
holding a larger proportion of the shares of the Company,
providing the Directors and Supervisors with required

the directors and supervisors with \Y information to carry out their business, handling matters :;f:fzjr:e
required information to carry out related to board meetings and shareholders' meetings, handling

their business, handling corporate corporate registration and change of corporate registration

registration and change of corporate related matters, taking the minutes of board meetings

registration related matters and and shareholders' meetings, and regularly evaluating the

taking the minutes of board meetings independence and suitability of the accountants.

and shareholders' meetings)?

5. Has the company established In addition to the "Contact Us" mailbox on the Company's
a communication channel with website, a consumer service hotline and an internal "employee
interested parties (including but not mailbox", we have set up on the Company's website an
limited to shareholders, employees, “interested party page” to provide shareholders and investors
customers and suppliers), set up v with a communication channel for product inquiry services No major
an interested party page on the and OEM services, as well as a report mailbox for suppliers and |difference
company's website, and responded employees for communication of corporate social responsibility
appropriately to interested parties issues. Concerns of interested parties are responded to by the
concerning important corporate respective personnel of the Company.
social responsibility issues?

6. Does the company appoint a The Company appointed Taiwan International Securities Co., No major
professional stock agency to handle | V Ltd. as the stock agency to handle shareholders’ meeting related difference
shareholders’ meeting related affairs? affairs.

7. Information disclosure
(1) Has the company set up a website

to disclose financial and corporate (1) The Company discloses the relevant information on its
governance information? website (http://www.grapeking.com.tw).
(2) Does the company adopt (2.1) The Company's English website is as follows: https://www.
other information disclosure grapeking.com.tw/index.php/en-us
methods (such as setting up an (2.2) The Company has appointed a dedicated person to No major
English website, appointing a v be responsible for the collection and disclosure of the difference

dedicated person responsible
for the collection and disclosure
of company information,
implementing the spokesman
system, and posting the
company's corporate briefing

process on the website, etc.)?

Company's information, and has implemented the
spokesman system in accordance with the requirements.
(2.3) If the Company participates in a corporate briefing session,

it will disclose the information on "MOPS" and post the
briefing presentation on the Company's website afterwards.
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Evaluation Item

Implementation Status

Deviations
from “the
Corporate
Governance
Best-Practice

Yes|No Abstract Illustration Principles
for TWSE/
TPEx Listed
Companies”
and Reasons
8. Does the Company have any other (1) Employee rights and interests and employee care: The
important information (including Company attaches great importance to the harmony of
but not limited to employees' rights, labor relations and the welfare and rights of employees.
employee care, investor relations, It continuously enhances the staff welfare system and the
supplier relationship, rights and working environment and its quality, including employee
interests of interested parties, meals, health checks, bonuses, travel ... and so on, so
training for directors and supervisors, that employees can enjoy a sound welfare system and job
implementation of risk management security.
policies and risk measurement (2) Investor relations: The Company continues to maintain
standards, implementation of good interaction with investors by disclosure of financial
customer policies, the Company’s information, regular communication through various
purchase of liability insurance for activities (e.g., corporate briefings, overseas roadshows and
directors and supervisors, etc.)? broker-organized investor conferences) to communicate
and exchange with investors. Investor feedback is also
provided to the Company’s executives and related units for
improvement and adjustment.
In the future, the Company will continue to strengthen
investor relations and maintain good communication and
exchange with investors.
(3) Supplier relationship: Food safety is the first priority of
any procurement. Raw material suppliers must be in the
Government’s "Food Industry Registration System", and
- purchases are made with registered manufacturers only No major
without having the price as the only consideration. difference

(4) Rights and interests of interested parties: We provide a
wide range of communication and information disclosure
channels, maintain a good dialogue and communication
with interested parties, collect information on the concerns
of interested parties, and check whether we respond to the
interested parties through the activities we perform.

Please refer to the Corporate Social Responsibility Report of
the Company for the concerns and our response.

(5) Training for the directors and supervisors: This is carried out
in accordance with TSE’s  “Key Points for the Promotion
of Training for Directors and Supervisors of TWSE/GTSM
Listed Companies” . Please refer to the appendix "Directors'
Training in 2016" (Note).

(6) Implementation of risk management policies and risk
measurement standards: The Company’s major operation
policies, investments, endorsements and guarantees,
loans and bank financing are subject to the assessment
of appropriate authorities and the approval of the board
of directors. The Audit Department also draws up its
annual audit plan in accordance with the risk assessment
results to implement the monitoring mechanism and risk
management.




Implementation Status

Evaluation Item

Deviations
from “the
Corporate
Governance
Best-Practice

(8) Purchase of liability insurance for directors and supervisors:
The Company has purchased "Liability Insurance for
Directors, Supervisors and Important Staff" for its Directors

and Supervisors.

Yes|No Abstract Illustration Principles
for TWSE/
TPEX Listed
Companies”
and Reasons
(7) Implementation of customer policy: To provide consumers

with real-time product consulting services, the Company set

up a customer service hotline and a customer service email

address to communicate with customers and safeguard their .

. No major

vV interests. .

difference

9. Please state the improvements made to the items in the corporate governance evaluation results issued by the Corporate

Governance Center of the Taiwan Stock Exchange Co., Ltd., and indicate the enhancement and improvement measures for the

items not yet improved (not applicable if not included as a company to be evaluated).

In 2015 the Company did not score on 44 items in the corporate governance evaluation. In 2016 we will focus on improving the

rights and interests of shareholders and equal treatment of shareholders, implementing corporate social responsibility and

promoting information transparency. Improvements on 21 items are expected to be completed in the year. We will continue

strengthening the effectiveness and enhancing the functions of the board of directors, hold a corporate governance evaluation

to form the Company’s corporate governance culture, build a comprehensive communication platform for interested parties

to facilitate shareholders’ action, and enhance the quality of non-financial information disclosure to strengthen our corporate

governance information.
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Note : Directors' Training in 2016

Title Name Date Organizer Course Hours
. . Discussion on Employee 's Fraud
2016.04.07 |Securities and Futures Institute X 3
Prevention
. . . How to do Financial Analysis and
. 2016.08.11 |Taiwan Institute of Directors . X 3
Chairman Andrew Tseng Decision Making
Strategy Change - International
2016.09.06 |Taiwan Institute of Directors Competitiveness and Board Decisions 3
of Enterprises
Taiwan Corporate Governance [Definition and Disclosure of Interested
2016.05.12 Associat Dot 3
. ssociation arties
Director Qe En . . . How to do Financial Analysis and
2016.08.11 |Taiwan Institute of Directors . . 3
Decision Making
Taiwan Academy of Banking and|Corporate Governance Forum - Cross
2016.09.26 | . . X X 3
Finance -Strait Anti-Tax Avoidance Law
Director Mei-Jing Tseng Strategy Change - International
2016.09.06 |Taiwan Institute of Directors Competitiveness and Board Decisions 3
of Enterprises
Taiwan Corporate Governance |Definition and Disclosure of Interested
2016.05.12 5 iati - 3
. . ssociation arties
RlEs i et . . . How to do Financial Analysis and
2016.08.11 |Taiwan Institute of Directors . . 3
Decision Making
. . . How to do Financial Analysis and
2016.08.11 |Taiwan Institute of Directors Decision Maki 3
. R ecision Making
RlEs ey ClirClira Cheng . . The Strategy of Rewards to Directors,
2016.10.15 [Securities and Futures Institute i 3
Supervisors and Employees
Taiwan Corporate Governance |Definition and Disclosure of Interested
2016.05.12 A - - 3
. ) ssociation arties
Direct Yan-Yi H . . .
rector an-rifuang . . . How to do Financial Analysis and
2016.08.11 |Taiwan Institute of Directors . . 3
Decision Making
. 5 Taiwan Corporate Governance [Definition and Disclosure of Interested
Director’s 2016.05.12 3
corporate Sheng-Bin Tsen Gsseciaton Raitis
P 8 8 . . . How to do Financial Analysis and
representative 2016.08.11 |Taiwan Institute of Directors . . 3
Decision Making
Taiwan Corporate Governance |Definition and Disclosure of Interested
2016.05.12 . . 3
Independent - Association Parties
Director FengiLin How to do Financial Analysis and
2016.08.11 |Taiwan Institute of Directors . . 3
Decision Making
Taiwan Corporate Governance |Definition and Disclosure of Interested
2016.05.12 o . 3
Independent . Association Parties
Direct: SR How to do Financial Analysis and
irector 2016.08.11 |Taiwan Institute of Directors . . 3
Decision Making
Taiwan Corporate Governance [Definition and Disclosure of Interested
2016.05.12 A - ot 3
. . ssociation arties
Supervisor Chisen G . ) ) How to do Financial Analysis and
2016.08.11 |Taiwan Institute of Directors . . 3
Decision Making
Taiwan Corporate Governance |Definition and Disclosure of Interested
2016.05.12 " - - 3
Supervisor Mei-Li Chen ssociation arties - - -
X . . How to do Financial Analysis and
2016.08.11 |Taiwan Institute of Directors 3

Decision Making




(5) If the company has a remuneration committee, please disclose its composition, duties and operation:

(1) Remuneration Committee Member Information

.. . |Meet One of the Following Professional
Criteria . . X Independence
Qualification Requirements, Together with .
. . Criteria (Note 2)
at Least Five Years Work Experience
. = No. of
Business, Judge, Business, —
Legal Affairs, |Prosecutor, |Legal Affairs, other |s-te
Identity Finance, Attorney, CPA |Finance, companies
g . . working as Remark
(Note 1) Accounting, or National |Accounting or .
Lecturer Certified Related Work |1(2(3|4|5|6|7|8 remuneration
. . committee
or above Professionals |Experience
. member for
in Colleges
in Related
Name departments
Independent . .
X Feng-Yi Lin v VIVIV|V|V|V|V|V Nil
Director
Independent | | .
X Jin-Fu Chen v VIVIV|V|V|V|V]|V Nil
Director
Shuo-Lun .
Others Vv vV VIVI|VIV|V|V|V|V Nil
Chou

Note 1: Please fill in director, independent director or others as the identity.
Note 2: If the member meets any of the following conditions during the two years before the position and during the term of office, please tick in the
spaces below the conditions.

(1) Is not an employee of the Company or its affiliate.

(2) Is not a director or supervisor of the Company or its affiliates (except in the case of an independent director of the Company or its parent
company or subsidiary set up under this Act or a local law).

(3) Is not a top ten shareholder or a shareholder who holds more than one percent of the total issued shares of the Company by him/herself or
through his/her spouse, minor children or other persons.

(4) Is not a spouse or 2nd-degree relative or above or 3rd-degree linear relative of the persons listed in the preceding three paragraphs.

(5) Is not a director, supervisor or employee of a corporate shareholder who directly holds more than 5% of the total issued shares of the
Company, or a director, supervisor or employee of a top-five corporate shareholder.

(6) Is not a director, supervisor or manager of a particular company or organization that is related with the Company either financially or on
business, or a shareholder with more than 5% of the shares of the Company.

(7) Is not a professional or a business owner, partner, director, supervisor, manager or a spouse of any of the persons above of a sole
proprietorship, partnership, corporation or institution which provides the Company or its affiliates with business, legal, financial,
accounting, consulting or other services.

(8) Does not have any of the circumstances in Article 30 of the Company Law.

(2) Remuneration Committee Operation Status
1. The Company’s Remuneration Committee is composed of three people.

2. Current member’s tenure: From July 9, 2015 to July 8,2018. In 2016 the Remuneration Committee held
three meetings (A), and the member qualifications and attendance are as follows:

) Actual no. of meetings No. of meetings with Actual attendance rate (%)
Title Name Remarks
attended (B) entrusted attendance (B/A)
Convener |Feng-Yi Lin 2 1 67
Member |[Jin-Fu Chen 3 0 100
Member [Shuo-Lun Chou 3 0 100

Other matters to be recorded:

1. If the board of directors did not adopt or amend the suggestion of the remuneration committee, please indicate the date and
session number of the board meeting, the contents of the motion, the result of the resolution and the company’s handling of
the suggestion of the remuneration committee (if the remuneration passed by the board is better than the suggestion of the
remuneration committee, please state the difference and the reasons): Nil.

2. If any member had objections or reservations about the resolution of the remuneration committee and there is a record or a
written statement, please indicate the date and session number of the remuneration committee meeting, the contents of the

motion, all the opinions of the members and how the opinions were handled: Nil.

Notes:

(1) If any remuneration committee member leaves the company before the end of the year, please state in the remarks column the departure date,
the actual attendance rate (%) calculated based on the number of remuneration committee meetings and the number of actual meetings attended
during the tenure.

(2) If there is a remuneration committee member election before the end of the year, please list both the new and the old members, and indicate in
the remark column whether the member is old, new or re-elected and the date of election. The actual attendance rate (%) is calculated based on
the number of remuneration committee meetings held and the actual number of meetings attended during the tenure.
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(6) Corporate Social Responsibility(CSR):

Implementation Status

Differences
with Corporate
Governance
Best Practice

Evaluation Item Yes|No Abstract lllustration Principles
for TWSE/
TPEX Listed
Companies and
reasons
1. Implementation of Corporate
Governance
(1) Has the company set up a (1) The Company has formulated the Code of Practice on
corporate social responsibility Corporate Social Responsibility of Grape King Bio Ltd. in
policy or system and a review of 2015, and has promoted corporate social responsibility
the implementation effectiveness? related activities.
(2) Does the company regularly (2) The Company conducts social responsibility promotion to
conduct social responsibility employees on a regular basis.
education and training? (3) The Company has a "Corporate Social Responsibility
(3) Has the company set up a Committee" under the General Manager's Office which
dedicated (or concurrent) actively responds to and promotes social welfare activities,
corporate social responsibility and has included corporate social responsibility in the No major
promotion unit which is v six objectives of the Company's annual business so as to difference
authorized by the board of implement the spirit of corporate social responsibility.
directors to be managed by the (4) The Company effectively evaluates staff performance through
high-level management and the performance and target management system, so that the
reports to the board of directors? evaluation can be fair and transparent. The Company has
(4) Has the company formulated also set up a merit bonus system to effectively encourage the
a reasonable remuneration employees to meet and exceed their targets, and developed
policy and combined the staff areward and punishment system to enable the employees
performance appraisal system to continue growing.
with the corporate social
responsibility policy, and set up
a clear and effective reward and
punishment system?
2. Development of Sustainable
Environment
(1) Is the company committed to (1)
improving the efficiency in the 1. The Company has implemented garbage classification and
use of resources, and the use has the garbage bins clearly marked with their respective
of recycled materials with low classifications. Besides, a resource collection and storage area
environmental impact? is designated for recycling of reusable resources to effectively
(2) Has the company established reduce the total amount of waste.
an appropriate environmental 2. The Company has constructed a waste water treatment plant
management system according to to treat the waste water from production with biodegradation No major
its industrial characteristics? \Y and chemical treatment, and the water will not be discharged difference

(3) Is the company aware of the
impact of climate change
on its operations, and has it
implemented greenhouse gas
checking and developed a
strategy for reduction of energy
consumption and carbon
emission as well as greenhouse
gas reduction?

until it meets the regulatory standards after treatment. Non-
dischargeable hazardous waste will be collected and stored
for periodic outsourced disposal.

3. The company has set up kitchen-dedicated recycling barrels
for centralized treatment and reuse of resources and
reduction of health problems from kitchen garbage.

4. Computer related waste will be reviewed by the Information
Department to confirm their reusability, and the reusable
resources will be extracted and then passed to recycling

companies.




Evaluation Item

Implementation Status

Yes|No

Abstract Illustration

Differences
with Corporate
Governance
Best Practice
Principles

for TWSE/

TPEX Listed
Companies and
reasons

5. An agreement is made with suppliers to have reusable
resources, such as cardboard boxes and glass bottles, to be
recycled and reused.

6. Recyclable items are reviewed to have the waste reused as
much as possible. If the number of the items is small but
recyclable, then they will be centralized for recycling.

@)

. Development of enterprise resource planning system: To

—

reduce the total amount of paper used by the company.

N

. Resource classification: Resources are classified into paper,
glass, metal and plastic bottles to improve resource recycling.

w

. Reuse of waste water: The clean water used in the plant is
reused for non-processing and non-personal contact related
purposes.

4. Waste heat recycling: The remaining heat in the plant is
recycled for boiler water preheating to reduce the use of
resources.

. Introduction of the ISO14000 system: The ISO system is used
for continuous review and improvement to establish a long-

w

term virtuous circle.

3)

1. Power system: The Company has set a reasonable capacity,
improved the power factor, and installed the power
monitoring system and the demand control system.

2. Air-conditioning system: The cold room temperature and air-
conditioning running time are controlled, the air conditioner
efficiency is reviewed for replacement, the air conditioning
design is improved and regular maintenance and cleaning are
carried out.

3. Lighting system: High-performance lamps are used with the
installation of automatic sensors and timing devices, and the
height of lamps is lowered.

4. Others: Energy conservation is promoted, the load is
controlled, and the secondary load is disabled.

No major
difference

3. Social welfare
(1) Has the company formulated
relevant management policies
and procedures in accordance
with relevant laws and regulations
and international human rights
conventions?

(1) The Company has an Employee Welfare Committee which
regularly holds labor meetings in accordance with the law
and has developed employee rules.

No major
difference
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Implementation Status

Differences
with Corporate
Governance
Best Practice

Evaluation Item Yes|No Abstract lllustration Principles
for TWSE/
TPEx Listed
Companies and
reasons
(2) Has the company set up an (2) The Company has established various types of employee
employee complaint mechanism complaint mechanisms and channels, including physical
and channel, and properly and virtual mailboxes. In addition, the Company from time
handles employee complaints? to time holds interviews with new and existing employee to
(3) Does the company provide a safe enhance communication channels. An employee satisfaction
and healthy working environment survey is held every year to ensure that their voice can be
for employees and regularly carry heard.
out safety and health education (3) The Company regularly checks fire and sanitation equipment,
for employees? and has a health center, factory nurses and AED equipment,
(4) Has the Company established a and regularly holds health checks for in-service workers
mechanism for regular employee and conducts labor safety and health training every year to
communication and keep them establish a sense of safety.
informed in a reasonable manner (4) The Company has set up an Employee Opinion Box for
of the changes in the operation employees in order to respond to their comments at any
which may have a significant time, and to inform employees via notices of the changes
impact on the employees? which may have a significant impact on the operation.
(5) Has the company developed an (5) The Company's efforts have been directed toward the
effective training program for improvement of both the company’s operations and its
employees? employees’ careers. The Company encourages employees to
(6) Has the company formulated participate in various learning opportunities, and employees
relevant policies and complaint are willing to provide feedback to the Company on the
procedures for the protection of knowledge learned, thus creating in the organization a No major
consumers' rights in respect of \ positive learning cycle. Through the introduction of TTQS difference

R&D, procurement, production,
operations and service processes?

(7) Does the company comply with
relevant laws and regulations
and international standards for
the marketing and labeling of
products and services?

(8) Does the company check whether
a supplier has any record of
environmental and social impact
before doing any business with
the supplier?

(9) Does the contract between the
company and its principal supplier
contain the condition that the
contract may be terminated at any
time if the supplier is involved in
a policy that violates its corporate
social responsibility and has
a significant impact on the
environment and society?

training quality system, the Company's training system has
become more complete.

(6) The company has set up a 0800 consumer product consulting
line, so that consumers can enjoy after-sales product
advisory services or complaints management.

(7) The Company engages in the marketing and publicity of
products and services in accordance with the provisions
of the Ministry of Health and Welfare on food labeling and
marketing methods,.

(8) The Company assesses whether the supplier complies with
national laws and industry standards.

(9) The Company has updated the corporate social responsibility
terms in the new contract in 2015.




Implementation Status Differences

with Corporate
Governance
Best Practice

Ev: ion Item . Princi
el el Yes|No Abstract Illustration ciples
for TWSE/
TPEx Listed
Companies and
reasons
4. Strengthening information disclosure The Company appropriately discloses its corporate social
(1) Does the company disclose responsibility related information on its website and in its . .
0 major
relevant and reliable information | V corporate social responsibility report and annual report. diff .
ifference

on corporate social responsibility
on its website and MOPS?

5. If the company has its own corporate social responsibility code in accordance with the Corporate Governance Best Practice
Principles for TWSE/TPEXx Listed Companies, please describe the difference between its operation and the prescribed code: No
major difference.

6. Other important information to help understand the operation of corporate social responsibility:
Since 2007 the Company has been making emergency fund donations regularly to junior high and elementary schools in the
vicinity.
Since 2013, the Company has organized health promotion related activities and combined them with regular health checks for
people in the neighborhood.
Since 2013 the Company has handled the maintenance work of the adjacent fire hydrant signs.
Since 2013 the Company has come in contact with the stray dog issue, and assisted in the set up of a safe and comfortable
temporary residence for stray dogs in the Bali See-the-Spring Dog Park.
Since 2013 the Company has been providing volunteer service at Chensenmei Social Welfare Foundation every six months.
Since 2014 the Company has been establishing high school scholarships to reward financially disadvantaged students who study
hard.
Since 2014 the Company has been promoting the “Vitality Seed Point Collection Activity” to encourage the employees to
enrich their life experiences and create a balance between work and life.
In 2015 the Company launched the [Love the Earth, No Carbon Gas] project to facilitate the implementation of energy saving
and carbon reduction. The Company's carbon reduction target was 228,881 kg or more, exceeding the carbon reduction target
of 80,000 kg by 186%. The Company also implemented a green point collection system to encourage the employees to start from
themselves.
In 2016 the Company published its corporate social responsibility report to show its continued commitment to a sustainable
development.
In 2016 the Company organized the “Reindeer around the Island” and invited the employees to participate in the Christmas
shoebox collection activity to care for disadvantaged children in remote schools, enhance the spiritual level of children, promote
moral education and spread warmth and joy.
In 2016 the Company funded the remote school Chiayi Guogou Junior High School, sponsored three-axis mobile phone stabilizer
sets, and interpreted the essence of the micro-film “Recording the Story of Life” .
In 2016 the Company donated New-Year dinner to care for the elderly living alone, in the hope that the elderly are not alone in
the New Year’s Eve and feel the love and care.
In 2016 the Company encouraged Taiwan's elderly group to have a stage to realize their dreams, supported the elderly to step
into the society through its "Santa Claus Training School" and allowed the disadvantaged group to spend a warm Christmas.
In 2016 the Company encouraged employees to participate in health-promoting activities and internally launched the "2016
Grape King GO Health, Weight Loss Competition" to promote weight control and reduce obesity-related morbidity.
In 2016 the Company also held health related lectures from time to time on topics such as body fat testing, bone density testing,
stress-relieving Chinese acupoint massage and influenza vaccination. The Company also held "Stress-relieving In-factory
Massage Services" and "Hsinwu Green Tunnel Bicycle Tour" for the employees to ease the pressure and precipitate the mind in

their spare time.
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Evaluation Item

Implementation Status

Yes|No

Abstract Illustration

Differences
with Corporate
Governance
Best Practice
Principles

for TWSE/
TPEX Listed
Companies and
reasons

7. Please state if the company's corporate social responsibility report passes the relevant verification agencies’ verification criteria:

The Company's 2015 CSR Report 2015 was entrusted to Ernst & Young for planning in accordance with Confirmed Rules Gazette

No. 1 "Verification Cases Not Related to Historical Financial Information Verification or Review" of the Accounting Research and

Development Foundation of the Republic of China, and the verification work was executed accordingly. Please refer to P.65 to P.66

of the CSR report for details of the verification report.

The Company's CSR report for 2015 was released in December 2016 and is available for download on the website of Grape King

(www.grapeking.com.tw).

(7) Implementation of Integrity Management

Evaluation Item

Implementation Status

Yes|No

Abstract Illustrations

Differences
with Corporate
Governance
Best Practice
Principles

for TWSE/
TPEX Listed
Companies and
reasons

1. Setting business integrity policies and
programs

(1) Does the company express its
commitment to the policies and
practices of integrity management
in its regulations and in the
external documents, and do
the board of directors and the
management actively implement
the business policies?

(2) Has the company set up a program
for the prevention of dishonesty
as well as the procedures, conduct
guidelines and a disciplinary
and appeals system in various
programs and implemented
them?

(3) Has the Company adopted
precautionary measures in respect
of business activities with a high
risk of dishonesty in Article 7 (2)
of the Corporate Governance Best
Practice Principles for TWSE/TPEx
Listed Companies?

(1) The Company has the "Code of Practice and Administration

Measures for Rewards and Punishments" to prevent the
occurrence of dishonesty and prohibits the employees from
using their functions and duties to misappropriate public
funds, damage the interests and reputation of the company,
etc. The Company also undertakes on its website sound
corporate governance and compliance with the laws and
regulations and the Code of Business Ethics.

(2) The Company has the “Corporate Governance Best

Practice Principles and the Guidance on Procedures” and
“Conduct for Honest Operations” , and a disciplinary
and appeals system as stated in Article 24 of the Corporate
Governance Best Practice Principles. In order to strengthen
and implement the Corporate Governance Best Practice
Principles, the new staff is educated in professional
ethics, integrity and related internal and external laws and
regulations in the pre-service training, so that the principle
of "integrity" can be inculcated in them.

(3) The Company has set out a precautionary scheme in the

Corporate Governance Best Practice Principles for the
following behaviors:

* bribery

* provision of illegal political contributions

No major
difference




Implementation Status

Differences
with Corporate
Governance
Best Practice

interest, provided appropriate
channels for statements and
implemented them?

(4) Has the Company established

an effective accounting system
and internal control system for
the implementation of integrity
management, which is checked
by the internal auditing unit on
aregular basis or audited by
external auditors?

(5) Does the company hold regular

internal and external training on
business integrity?

and implements division of functions in the spirit of internal
control. The Company has also set up an appropriate
investigation mechanism and a system for statements of
the parties.

(4) The Company has established an accounting system and
an internal control system for the integrity operation of the
Company, and the internal audit unit conducts checks in
accordance with the annual audit plan submitted to the
board of directors.

(5) The Company has a Code of Ethical Conduct. The related
training is conducted to newcomers upon their arrival, and
a quiz is conducted after the end of the training. Regular
promotion is also conducted to all employees to prevent
dishonesty.

Evaluation Item Yes|No T [ e Principles
for TWSE/
TPEx Listed
Companies and
reasons
* provision or acceptance of inappropriate gifts,
entertainment or other benefits
* infringement of intellectual property rights
* engagement in unfair competition
* Provision of products or services damaging to interested
parties
2. Implementation of integrity
management
(1) Does the company assess the (1) The Company fulfills the contract of commercial activities
integrity record of its business in accordance with the principle of fairness and integrity,
partner, and stipulate the terms the provisions of the relevant laws and regulations and the
of conduct on integrity in the contract terms, and assesses the business partner with the
contract with the business same principle. The Company also established the relevant
partner? integrity terms in the contract.
(2) Has the company set up a (2) The Company has a dedicated “Corporate Integrity
dedicated (or concurrent) Promotion Unit” asin Article 5 of the “Corporate
corporate integrity promotion unit Governance Best Practice Principles and the Guidance
under the board of directors which on Procedures” which regularly reports to the board of
regularly reports to the board on directors on its work.
its work? (3) The Company has a benefit avoidance clause in the
(3) Has the company formulated v “Corporate Governance Best Practice Principles and the  |[No major
policies to prevent conflicts of Guidance on Procedures” to avoid conflicts of interest, difference
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Implementation Status

Differences
with Corporate

Governance
Best Practice
Evaluation Item Yes|No e Principles
for TWSE/
TPEx Listed
Companies and
reasons
3. Operation of the Company Reporting The Company has the "Code of Practice for Business Integrity"
System and the "Reporting and Appeal Management Procedures” for
(1) Has the company set up specific the system, including the following procedures:
reporting and reward systems (1) The Company has a designated physical and a virtual
and a convenient reporting "Employee Mailbox" and a hotline for reporting and
channel, and does the company appealing and the employees’ response to the Company's
assign appropriate personnel affairs. Employee opinions will be properly handled by an
to investigate the person being . internal supervisor. No major
reported? (2) The Company has standard investigation procedures and a  |difference
(2) Has the company set up standard related confidentiality mechanism.
investigation procedures and a (3) The Company has measures to protect the reporter from
related confidentiality mechanism improper treatment
for the matter being reported?
(3) Does the company take measures
to protect the reporter from
improper treatment?
4. Strengthening of Information The Company has the "Code of Practice for Business Integrity",
Disclosure the "Corporate Governance Best Practice Principles" and
(1) Does the company disclose the the "Code of Ethical Conduct" which are published on the No major
contents of its Code of Practice v Company's website. .
difference

for Business Integrity and the
effectiveness on its website and
MOPS?

5. If the Company has its own Corporate Governance Best Practice Principles in accordance with the "Corporate Governance Best

Practice Principles for TWSE/GTSM Listed Companies", please describe the difference between them: No major difference.

6. Other important information that will help to understand the operation of the company's integrity: The Company actively

provides the Directors and Supervisors with training courses held by external institutions on a monthly basis, and actively

arranges lecturers to carry out training on integrity management relate issues.

(8) Inquiry on Corporate Governance Best Practice Principles and related regulations: The Company has its

Corporate Governance Best Practice Principles which can be checked on MOPS or the Company's website.

(9) Other important information to enhance the understanding of the corporate governance of the Company:

They can be checked on MOPS or the Company's website.




(10) Implementation of the internal control system

1. Internal Control Statement

Statement of Internal Control System

Date: March 21,2017

The internal control system from January 1 to December 31, 2016, according to the result of self-assessment is thus

stated as follows:

1.

3

The Company acknowledges that the implementation and maintenance of internal control system is the responsi-
bility of Board of Directors and management, and the Company has established such system. The internal capital
system is aimed to reasonably assure that the goals such as the effectiveness and the efficiency of operations
(including profitability, performance and protection of assets), the reliability of financial reporting aénd the
compliance of applicable law and regulations are achieved.

. The internal control system has its innate restriction. An effective internal control system can only ensure the
foregoing three goals are achieved; nevertheless, due to the change of environment and conditions, the effective-
ness of internal control system will be changed accordingly. However, the internal control system of the Company
has self-monitoring function and the Company will take corrective action once any defect is identified.

. According to the effective judgment items for the internal control system specified in  “Highlights for

Implementation of Establishing Internal control System by Listed Companies” (hereinafter referred to as

“Highlights” ) promulgated by Securities and Futures Commission, Ministry of Finance R.0.C., the Company has
made judgment whether or not the design and execution of internal control system is effective. The judgment
items for internal control adopted by “Highlights” are, based on the process of management control, for
classifying the internal control into five elements: 1.Control environment; 2.Risk assessments; 3.Control activities;
4.Information and communication; and 5.Monitoring. Each element also includes a certain number of items. For
the foregoing items, referto  “Highlights” .

. The Company has adopted the aforesaid judgment items for internal control to evaluate the effectiveness of
design and execution of internal control system.

. Based on the above-mentioned result of evaluation, the Company suggests that the internal control system,
including the design and execution of internal control relating to the effectiveness and efficiency of operation, the
reliability of financial reporting the compliance of applicable law and regulations has been effective and they can
reasonably assure the aforesaid goals have been achieved.

. This statement will be the main content for annual report and prospectus and will be disclosed publicly. If the
above contents have any falsehood and concealment, it will involve in the liability as mentioned in Article20, 32,
171 and 174 of Securities and Exchange Law.

. This statement has been approved by the meeting of Board of Directors on March 21,2016, and those 7 directors
in presence all agree at the contents of this statement.

Grape King Bio Ltd.
Chairman: Andrew Tseng

General Manager: Andrew Tseng
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2. If the Securities and Futures Commission requires the company to commission an accountant to audit its

internal control system, please disclose the accountant’s audit report: Nil.

(11) The punishment to the company and its employees in accordance with the law, the company’s punishment

to its employees for violation of the provisions of its internal control system, the major defects and the

improvements made in the latest year and as of the date of publication of the annual report: Nil.

(12) Important resolutions of the shareholders’ meeting and the board meetings in the latest year and as of the

date of publication of the annual report:

1. Important resolutions of the shareholders’ meeting and the status of implementation

The Company’s 2016 shareholders' meeting was held in the auditorium on the fourth floor of the Company

at No. 60, Section 3 Longgang Road, Chungli District, Taoyuan City on June 16, 2016. The resolutions of the

attending shareholders and the status of implementation are as follows:

No.| Resolution of shareholders' meeting Status of implementation
1 Amendment to the Articles of Association |The registration was approved by the Ministry of Economic Affairs on July 5,
of the Company 2016.
, The relevant documents have been filed with the competent authorities
Acknowledgement of the Company's 2015 . .
2 . § . for record and announcement in accordance with the Company Law and
business report and financial statements .
other relevant laws and regulations.
3 Acknowledgement of the Company's 2015 |Proposed July 24,2016 as the record date, and August 19, 2016 as the
earnings distribution payment date (cash dividend of NT$$5.6 per share).
Lifting of non-competition restrictions on . . , .
4 P Effective after the resolution of the shareholders’ meeting.
irectors.

2. Important resolutions of the board meetings

Matters

C. Matters for the convening of the shareholders' meeting:
(a) Matters for discussion (1):

1. The amendment to the Company’s Articles of Association.

) Independent
in §14- . ,
Directors
Board ) ) 3of the L.
X Resolution content and subsequent handling . objection
meeting Securities
or reserved
Exchange .
opinion
Act
The 5™ 1. Passed the Remuneration Committee’s proposal. \
meeting of the|2- Passed the record date of the capital increase of the Company’s first
18" term of unsecured convertible corporate bond (hereinafter referred to as convertible \%
directors Jan | corporate bond) in the fourth quarter of 2015.
26.2016 3. Passed the formulation of the Company’s “Corporate Action Management -
' Measures” .
4. Passed the formulation of the Company’s “Management Measures for -
Transactions with Interested Parties” .
5. Passed the Company’s 2016 business plan. \
Independent Directors’ opinions: Nil
The Company’s handling of Independent Directors’ opinions: Nil
Results of the resolutions: All attending Directors agreed to pass the resolutions.
The 6™ 1. Passed and amended the Company’s Articles of Association. \
meeting of the|2- Passed the 2015 bonus distribution to employees, directors and supervisors. \
th 3. Passed the Company’s 2015 business report and financial statements. \Y
18" term of ; - ——
) 4. Passed the Company’s 2015 earnings distribution proposal. \Y
directors 5. Passed the lifting of non-competition restrictions on directors. \
Mar 14,2016 |6. Passed the Company’s 2016 shareholders’ meeting date, venue and agenda:
A. Date: 9 am on June 16, 2016 (Thursday)
B. Venue: Auditorium on the fourth floor of the Company at No. 60, Section
3 Longgang Road, Chungli District, Taoyuan City \%




Board
meeting

Resolution content and subsequent handling

Matters
in §14-
3of the
Securities
Exchange
Act

Independent
Directors’
objection
or reserved
opinion

(b) Matters to be reported:
1. The Company’s 2015 business report.
2. The Supervisors’ audit of 2015 audit report.
3. The 2015 bonus distribution to employees, directors and supervisors.
4.The 2015 investment in mainland China.
5. The implementation status of the Company’s first unsecured
convertible corporate bond.
(c) Acknowledgements:
1. The Company’s 2015 business report and financial statements.
2. The Company’s 2015 earnings distribution.
(d)Matters for discussion (2):
1. Lifting of non-competition restrictions on directors.
(e)Provisional motion: Nil

7. Passed the Company’s 2015 internal control system self-assessment results.

8. Passed the review of the accountant’s independence.

Independent Directors’ opinions: Nil

The Company’s handling of Independent Directors’ opinions: Nil

Results of the resolutions: All attending Directors agreed to pass the resolutions.

The 7"
meeting of the
18" term of
directors

May 12,2016

1. Passed Grape King International Investment Inc.’s investment in Shanghai
Zhao Yi Trading Co., Ltd.

2. Passed the purchase of lot no. 348 of Zhengyi Section, Pingzhen District.

3. Passed the amendment to the Company’s Articles of Association.

4. Set the record date for the capital increase of the Company’s first unsecured

convertible corporate bond in the first quarter of 2016.

< << <

Independent Directors’ opinions: Nil

The Company’s handling of Independent Directors’ opinions: Nil

Results of the resolutions: All attending Directors agreed to pass the resolutions.

The 8"
meeting of the
18" term of
directors

Jun 16,2016

1. Set the record date for stock and cash dividends.

2. Passed the Remuneration Committee’s proposal.

3. Passed the adjustment to the conversion price of the Company’s first
unsecured convertible corporate bond (Grape King 1, code: 17071) and the
authorization to the Chairman for implementation.

4. Assigned the Executive Director and Supervisor to the reinvested subsidiary
Shanghai Zhao Yi Trading Co., Ltd.

Independent Directors’ opinions: Nil

The Company’s handling of Independent Directors’ opinions: Nil

Results of the resolutions: All attending Directors agreed to pass the resolutions.

The 9"
meeting of the
18" term of
directors
Augll, 2016

1. Set the record date of the capital increase of the Company’s first unsecured
convertible corporate bond (hereinafter referred to as convertible corporate
bond) in the second quarter of 2016.

2. Planned to increase investment in Mainland China.

3. Planned to add the investment in Grape King International Investment Inc.
and Shanghai Grape King International Investment Inc.

4. Planned to pass the Company’s endorsement and guarantee to Shanghai
Grape King Enterprise Co., Ltd.

5. Passed the list of the Company’s investors who repurchased/redeemed 10%

or more of the Company’s securities in the year.

Independent Directors’ opinions: Nil

The Company’s handling of Independent Directors’ opinions: Nil

Results of the resolutions: All attending Directors agreed to pass the resolutions.
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Matters

) Independent
in §14- A s
Directors
Board X X 3of the L
) Resolution content and subsequent handling . objection
meeting Securities
or reserved
Exchange .
opinion
Act
The 10" 1. Set the record date of the capital increase of the Company’s first unsecured
meeting of the| convertible corporate bond (hereinafter referred to as convertible corporate \
18" term of bond) in the third quarter of 2016.
directors 2. Passed the Company’s chénge of adfjress. : . \
Nov 10, 2016 3. The Company plans to build a plant in Longtan Science Park, and has signed
the contract on October 17,2016 in according to the Companys “Procedures \Y
for Acquisition and Disposal of Assets” .
4. Planned to invest NT$500 million in the equipment of Grape King Bio’s plant v
in Longtan Science Park.
5. Passed the list of the Company’s investors who repurchased/redeemed 10% v
or more of the Company’s securities in the year.
6. Passed the Company’s proposed application with Cathay Bank for a credit v
line for its business needs.
7. Passed the Company’s proposed application with Hua Nan Bank for a credit v
line and credit line renewal for its business needs.
8. Passed the Company’s 2017 audit plan. v
Independent Directors’ opinions: Nil
The Company’s handling of Independent Directors’ opinions: Nil
Results of the resolutions: All attending Directors agreed to pass the resolutions.
The 1% 1. Planned the Company’s measures for buying back shares as treasury shares .
extraordinary | for distribution to employees.
meeting of the|2- Planned to buy back the Company’s shares as treasury shares for .
18" term of distribution to employees.
. Independent Directors’ opinions: Nil
directors : : - T -
The Company’s handling of Independent Directors’ opinions: Nil
Jan 3,2017  [pagults of the resolutions: All attending Directors agreed to pass the resolutions.
The 11" 1. Passed the Remuneration Committee’s proposal. \
meeting of the|2- Set the record date of the capital increase of the Company’s first unsecured
18" term of convertible corporate bond (hereinafter referred to as convertible corporate v
directors bond) in the fourth quarter of 2016.
Jan 19,2017 Provisional motions:
1. Passed the list of the Company’s investors who repurchased/redeemed 10% \Y
or more of the Company’s securities in the year.
Independent Directors’ opinions: Nil
The Company’s disposal of Independent Directors’ opinions: Nil
Results of the resolutions: All attending Directors agreed to pass the resolutions.
The 12" 1. Passed the amendment to the Company’s  “Articles of Association” . v
meeting of the|2- Passed the amendment to the Company’s “Rules of Procedure for Board .
18" term of Meetings” .
directors 3. Passed the 2016 bonus distribution to employees, directors and supervisors. V
4. Passed the Company’s 2016 business report and financial statements. V
Mar21,2017  [5 passed the Company’s 2016 earnings distribution. V
6. Passed the amendment to the Company’s “Procedures for Acquisition and y
Disposal of Assets” .
7. Passed the amendment to the Company’s “Procedures for Endorsements v
and Guarantees” .
8. Passed the Company’s 2017 shareholders’ meeting date, venue and agenda:
A. Date: 9 am on June 13,2017 (Tuesday) ”

B. Venue: No. 402, Section 2 Jinling Road, Pingzhen District, Taoyuan City (8F

of Pingzhen Headquarters)




Matters

10% or more of the Company’s securities in the year.

) Independent
in §14- i s
Directors
Board . . 3of the L.
) Resolution content and subsequent handling . objection
meeting Securities
or reserved
Exchange L.
opinion
Act
C. Matters for the convening of the shareholders' meeting:
(a) Matters to be reported:
1. The Company’s 2016 business report.
2. The Supervisors’ audit of 2016 audit report. I I I
3. The 2016 bonus distribution to employees, directors and supervisors. °
4. The 2016 investment in mainland China. (@)
5. The implementation status of the Company’s first unsecured -og
convertible corporate bond. -g
6. Report on the formulation and revision of the amendment to a
~+
the Company’s “Measures for Share Buyback for Distribution to m
Employees” . v 8
7. Report on the implementation of the Company’s share buyback. g
B. Acknowledgements: 3
a. The Company’s 2016 business report and financial statements. [
b. The Company’s 2016 earnings distribution. g
. Matters for discussion: ®
a. Amendment to the Company’s “Articles of Association” .
b. Amendment to the Company’s “Procedures for Acquisition and
Disposal of Assets” .
c. Amendment to the Company’s  “Procedures for Endorsements and
Guarantees” .
D. Provisional motions:
9. Passed the Company’s 2016 internal control system self-assessment results. \
10. Passed the amendment to the Company’s internal control system. \
11. Passed the review of the accountant’s independence. \
12. Passed the Company’s 2017 business plan. \
13. Passed the list of the Company’s investors who repurchased/redeemed .

Independent Directors’ opinions: Nil

The Company’s handling of Independent Directors’ opinions: Nil

Results of the resolutions: All attending Directors agreed to pass the resolutions.

(13) If the directors or supervisors have different opinions about important resolutions adopted by the board

in the latest year and as of the date of publication of the annual report, and there are records or written

statements: Nil.

(14) Summary of the resignation of the company’s related personnel

1. Summary of the resignation and dismissal of personnel relevant to the financial report in 2016 (including

the chairman, general manager, chief accountant, chief financial officer, internal audit manager, R&D

director, etc.): Nil.

2. Summary of the resignation and dismissal of personnel relevant to the financial report as of the date

of publication of the annual report (including the chairman, general manager, chief accountant, chief

financial officer, internal audit manager, R&D director, etc.): Nil.
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4. Accountant Fees

(1) Accountant fee information and tier table

Accounting firm CPA name Audit period Remarks
Ernst & Young Mars Hung |[James wang Jan 1,2016 - Dec 31,2016
Unit: NT$1,000

) Fee item Audit fee Non-audit fee Total
Tier
1 |Lower than 2,000,000
2 2,000,000 (inclusive) ~ 4,000,000 3,195 2,270
3 14,000,000 (inclusive) ~ 6,000,000 5,465
4 16,000,000 (inclusive) ~ 8,000,000
5 18,000,000 (inclusive) ~ 10,000,000
6 (10,000,000 and more

(2) If the non-audit fees paid to the certifying CPA, the CPA’s firm and the firm’s affiliated businesses are more

than 25% of the audit fees, please disclose the audit and non-audit fees and the non-audit services.

Unit: NT$1,000

) . Non-audit fee
Accounting Audit A ) )
" CPA name ; System | Business . Others | Sub- Audit period Remarks
frm €€ design |[registration (Note 2) | total
Mars Hung
Ernst & Young [James 3,195 0 0 0 2,270 2,270 2016.01.01~2016.12.31 Note 1
Wang

Note 1: Non-audit fees are presented by service items. If the "other” non-audit fees are 25% or more of the total amount of non-audit fees,
please list the services in the remarks column: "Others" of non-audit fees includes the internal control system optimization fee
of NT$1,106,000, the CSR Report consulting service fee of NT$603,000, the Transfer Pricing Report fee of NT$170,000, the fee for
consulting of amendments to the Articles of Association and change of registration of NT$115,000, the financial report printing fee
of NT$105,000, advanced fee payments of NT$101,000, fees for application with the Investment Commission for capital increase in
Shanghai, China of NT$70,000.

(3) If there is a change of the accounting firm, and in the year of the change the audit fee is lower than that in the

previous year, please disclose the audit fees before and after the change and the reasons: Nil.

(4) If the audit fee is reduced by more than 15% over that in the previous year, please disclose the amount of audit

fee reduced, the proportion and reason for the reduction: There is no reduction in the audit fees.

5. Change of Accountants: Nil

6. The Employment of the Company’ s Chairman, General Manager, Financial or Ac-
counting Manager with the Auditing CPA Firm or Its Affiliated Businesses in the Past

Year: Nil



7. Particulars about Changes in Shareholding and Share Pledge of Directors, Supervi-
sors, Managers and Shareholders Holding More than 10% of the Company's Shares
in the Past Year and as of the Date of Publication of the Annual Report:

(1) Changes in Shareholding of Directors, Supervisors, Managers and Major Shareholders
April 15,2017 Unit: share

2016

Current year as of April 15

representative)

X Shareholding Pledged share Shareholding Pledged share
Title (Note) Name
Increase/ Increase/ Increase/ Increase/
(Decrease) (Decrease) (Decrease) (Decrease)
Chairman and GM  |Andrew Tseng 374,000 15,000 -
Director Cheng-An Lai (89,000) -
Director Chi-Chia Chang - - -
Director Yan-Yi Huang -
Director Chang-Yeh Tseng 2,332,291 - -
Director Mei-Jing Tseng 106,000
. Ding Fu Investment Co.,
Director 43,000 - -
Ltd. (Note)
Director
(corporate .
Sheng-Bin Tseng (Note) (895,000) - -

Independent .
. Feng-YiLin
Director
Independent .
i Jin-Fu Chen - -
Director
Supervisor Chi-Sheng Chang
Supervisor Mei-Li Chen - -

Deputy GM, R&D Div.|Jin-Chu Chen

CFO

Nick Hung

Note: The Company has no shareholders with more than 10% of the Company's total shares.

Note 1: Ding Fu Investment Co., Ltd. was elected Director on June 26, 2015 and appointed Mr. Sheng-Bin Tseng as a legal representative on June

26,2015.

(2) Share Trading with Related Parties:

Reason Relationship between Transferee and .
Date of ) ) Transaction
Name for ) Transferee | Directors, Supervisors, Managers and | Shares )
Transaction ) Price (NTS)
Transfer Major Shareholders
Sheng-Bin Tseng| Grant 20160706  |Chin-Hua Chen Spouse 800,000 205

(3) Share pledge with Related Parties: NA.
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8. Information about the top 10 shareholders who are interested parties

Unit: share; %
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Name and relationship
of top 10 shareholder
Shareholdings of L. who has the interest-
X Shareholding in oth- X .
Own shareholding the spouse and s ed-party relationship
i . er people’ s names ) )
minor children per the Financial
Name Remarks
Accounting Standards
Bulletin No. 6
Share- Share- Share-
Share- X Share- ) Share- X ) )
i holding ) holding X holding | Name | Relationship
holding holding holding
% % %
Fubon Life Insurance 9,300,000 6.88 - - - - Nil Nil
Chang-Yeh|Mother and
Tseng son
Andrew Tseng 5,592,244 4.14 - - - - o .
Mei-Jing |Sisterand
Tseng brother
Andrew
Tseng
Chang-Yeh Tseng 4,488,114 3.32 - - - - o Mother
Mei-Jing
Tseng
Chang-Yeh|Mother and
o Tseng daughter
Mei-Jing Tseng 4,446,117 3.29 - - - - .
Andrew |Sister and
Tseng brother
Cathay Life Insurance 3,035,000 2.25 - - - - Nil Nil
Ching Biao Biotech Co., . .
2,834,000 2.10 - - - - Nil Nil
Ltd
Li’ sInvestment Co., Ltd.| 2,711,000 2.01 - - - - Nil Nil
Chi-Sheng Chang 2,093,957 1.55 - - - - Nil Nil
Yan-Yi Huang 1,953,542 1.45 - - - - Nil Nil
Ho Li Co., Ltd. 1,808,000 1.34 - - - - Nil Nil
9. Total Shareholding Ratio
December 21,2016
Unit: 1,000 share; %
Re-invested Investment by directors, super-
. The Company’ s investment visors, managers or directly or Total investment
businesses L .
(Note) indirectly controlled businesses
Shareholding | Shareholding % | Shareholding | Shareholding % | Shareholding | Shareholding %
Pro-Partner Co.,
10,560 60 880 5 11,440 65
Ltd.
Grape King
International 24,890 100 - - 24,890 100
Investment Inc.
Shanghai Grape | No shareholding No shareholding No shareholding
King Enterprise asitis alimited 100 asitis alimited - asitis a limited 100
Co., Ltd. company company company
Yi Zhao Co., Ltd. 3,000 100 - - 3,000 100

Note: The investment of the Company based on the equity method.




Live Healthy,
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1. Source of Share Capital

April 15,2017

Unit: NT$; share

Approved Capital Paid-in Capital Remarks
Par Capital
Increased b
LR NG Shares Amount Shares Amount Source of Capital v Others
(NTS$) Assets Other
than Cash
1969 | 1000 5,000 5,000,000 5,000 5,000,000 |Establishment with cash Nil China Fusang
1971 | 1000 18,000 | 18,000,000 18,000 18,000,000 |Capital increase Nil
. . . Grape King
1971 | 1000 500 500,000 500 500,000 |Establishment with cash Nil Food
00
1973 | 1000 25,000 | 25,000,000 25,000 25,000,000 | Capital increase Nil
Head &
1973 | 1000 500 500,000 500 500,000 |Establishment with cash Nil
Shoulders
1977 | 1000 66,100 | 66,100,000 66,100 66,100,000 |Capital increase Nil
1977 | 1000 48,600 | 48,600,000 48,600 | 48,600,000 |Capital increase Nil
1977 | 1000 10,000 | 10,000,000 10,000 | 10,000,000 |Capital increase Nil
Grape Kin
1979 | 10 | 15,000,000 | 150,000,000| 15,000,000 | 150,000,000|Capital increase Nil ; . .
Enterprise
In 1981, there was a capital
increase of NT$10,500,000
from earnings, an appreciation
from asset revaluation of .
1982 | 10 | 19,380,000 | 193,800,000| 19,380,000 | 193,800,000 Nil
NT$25,104,000, a merger
with Head & Shoulders for
NT$3,696,000, and a capital
increase of NT$4,500,000.
Approval ref. “73 Tai-Tsai-
1984 | 10 | 23,000,000 |230,000,000| 23,000,000 | 230,000,000|Cheng (1) No.1925” for a capital Nil
increase of NT$36,200,000
Approval ref. “79 Tai-Tsai-Cheng
(1) No.31424” for a capital )
1990 | 10 | 27,692,000 |276,920,000| 27,692,000 | 276,920,000 Nil
increase of NT$46,920,000 from
1988 earnings
Approval ref. “79 Tai-Tsai-Cheng
(1) No. 02854” for a capital
1990 10 | 53,365,700 |533,657,000| 53,365,700 | 533,657,000|increase of NT$200 million and a Nil
capital increase of NT$56,737,000
from 1989 earnings
Approval ref. “80 Tai-Tsai-Cheng
(1) No. 03453” for a capital )
1991 | 10 | 75,000,000 | 750,000,000| 58,857,550 | 588,575,500 Nil
increase of NT$54,918,500 from
1991 earnings
Approval ref. “81 Tai-Tsai-Cheng
(1) No. 02709” for a capital .
1992 | 10 | 75,000,000 | 750,000,000 | 64,909,085 | 649,090,850 Nil
increase of NT$60,515,350 from
1991 earnings
Approval ref. “82 Tai-Tsai-Cheng
(1) No.30931” for a capital )
1993 | 10 | 75,000,000 | 750,000,000| 71,543,276 | 715,432,760 Nil
increase of NT$66,341,910 from
1992 earnings
Approval ref. “83 Tai-Tsai-Cheng
(1) No. 42929” for a capital .
1994 | 10 | 78,920,310 | 789,203,100| 78,920,310 | 789,203,100 Nil
increase of NT$73,770,340 from
1993 earnings




Approved Capital Paid-in Capital Remarks
Par Capital
Date Value Shares Amount Shares Amount Source of Capital Increased by Others
(NTS) Assets Other
than Cash
Approval ref. “84 Tai-Tsai-Cheng (1)
1995 10 |111,000,000|1,110,000,000 | 86,945,448 | 869,454,480 |No.39338” for a capital increase of Nil
NT$80,251,380 from 1994 earnings
Approval ref. “85 Tai-Tsai-Cheng (1)
1996 10 |111,000,000|1,110,000,000 | 95,768,491 | 957,684,910 |No.41796” for a capital increase of Nil
NT$88,230,430 from 1995 earnings
Approval ref. “86 Tai-Tsai-Cheng (1)
1997 10 | 111,000,000 1,110,000,000 | 105,441,166|1,054,411,660 |No. 73312” for a capital increase of Nil
NT$96,726,750 from 1996 earnings
Approval ref. “87 Tai-Tsai-Cheng (1)
1998 10 | 130,920,000 1,309,200,000 | 111,818,587|1,118,185,870|No. 71962” for a capital increase of Nil
NT$63,774,210 from 1998 earnings
Approval ref. “87 Tai-Tsai-Cheng (1)
1999 10 | 130,920,000/ 1,309,200,000 | 130,818,587|1,308,185,870 |No. 92331” for a capital increase of Nil
NT$190,000,000
Approval ref. “Jin-Guan-Cheng
(1) No. 0940133992” dated Aug .
2005 10 | 150,000,000(1,500,000,000 | 133,435,040|1,334,350,400 o Nil
17,2005 for a capital increase of
NT$26,164,530 from earnings
Approval ref. “Tai-Cheng-Shang
No.09700286141” dated Sept. 23, .
2008 | 10 |150.000.000(1,500,000,000 | 130,235,040(1,302,350,400 i k Nil
2008 for a capital cancellation of
NT$32,000,000
Conversion of convertible corporate
bond into shares for NT$651,010, .
2015 | 10 |150.000.0001,500,000,000 | 130,300,141|1,303,001,410 K Nil
approval ref. “Jing-Shou-Shang No.
10501040870” dated Mar 8,2016
Conversion of convertible corporate
bond into shares for NT$49,140,700, .
2016 | 10 |150.000.000(1,500,000,000 | 135,214,211|1,352,142,110 K Nil
approval ref. “Jing-Shou-Shang No.
10601033480” dated Mar 17,2017
Share Type Issued Shares Al;‘r:'::;:fee: ;:::rlzl Total Remark
Listed shares (Including
Common Stock 135,214,211 shares 14,785,789 shares 150,000,000 shares 508,000 shares of
treasury stock)

Summary reporting system related information: Not applicable.
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2. Status of Shareholders

April 15,2017

Unit: person; share; %

Item| Government Financial Other Juridical Domestic Foreign Institutions and s
ota
Agencies Institutions Persons Natural Persons Foreigners
Number 5 16 81 32,690 199 32,991
Shareholding 2,021,106 12,864,685 16,665,568 78,513,068 25,149,784 135,214,211
% 1.50 9.51 12.32 58.07 18.60 100

3. Shareholding Distribution Status

(1) Common Shares: Face value NT$10 per share

April 15,2017

Unit: person; share; %

Shareholding Tiers | No., of Shareholders | Shareholding %
1t0 999 20,666 1,536,999 1.14
1,000 to 5,000 10,902 18,916,028 13.99
5,001 to 10,000 746 5,755,199 4.26
10,001 to 15,000 209 2,646,109 1.96
15,001 to 20,000 118 2,171,930 1.61
20,001 to 30,000 80 2,006,575 1.48
30,001 to 40,000 51 1,827,775 1.35
40,001 to 50,000 36 1,671,767 1.24
50,001 to 100,000 56 3,995,966 2.96
100,001 to 200,000 44 6,494,315 4.80
200,001 to 400,000 29 8,507,841 6.29
400,001 to 600,000 11 5,225,329 3.86
600,001 to 800,000 9 6,173,109 4.57
800,001 to 1,000,000 5 4,441,126 3.28
1,000,001 or more 29 63,844,143 47.21
Total 32,991 135,214,211 100

(2) Preferred shares: Not applicable.

4. Major Shareholders

April 15,2017
Unit: share; %

Shares
Name

Shareholding | %

Fubon Life Insurance

Sheng-Lin Tseng(Andrew Tseng)
Chang-Yeh Tseng

Mei-Jing Tseng

Cathay Life Insurance

Ching Biao Biotech Co., Ltd

Li’s Investment Co., Ltd.
Chi-Sheng Chang

Yan-Yi Huang

Ho Li Co., Ltd.

9,300,000/ 6.88
5,592,244 4.14
4,488,114 3.32
4,446,117 3.29
3,035,000 2.25
2,834,000/ 2.10
2,711,000 2.01
2,093,957  1.55
1,953,542 1.45
1,808,000| 1.34




5. The Share’ s Market Price, Net Worth, Earnings and Dividends for the Past Two Years
Unit: NT$; share; %

Year Current year as of April
2015 2016
Item 15,2017 (Note 6)
Market price per share (Note 1) |Highest 255.00 282.00 216
Lowest 126.50 167.50 167
Average 170.92 215.79 184.2
Net worth per share (Note 2)  |Before distribution 26.69 35.56 36.62
After distribution - - -
Earnings per share Weighted average number of shares 130,240,113 131,988,411 134,854,100
Earnings per share 8.07 9.82 1.92
Dividend per share Cash dividend 5.60 6.40 (Note 7) -
Bonus shares = = =
Accumulated undistributed dividends - - -
Investment return analysis Price / Earnings ratio (Note 3) 21.18 21.97 -
Price / Dividend ratio (Note 4) 30.52 33.72 (Note 7) -
Cash dividend yield rate (Note 5) 3.28 2.97 (Note 7) -

Note 1: The highest and lowest market prices of ordinary shares in each year; the average annual market price is calculated based on the annual
turnover and volume.

Note 2: Based on the number of shares issued as of the end of the year, and in accordance with the resolution of the annual shareholders' meeting on
earnings distribution.

Note 3: Price / Earnings ratio = average closing price per share for the year / earnings per share

Note 4: Price / Dividend ratio = average closing price per share for the year / cash dividend per share.

Note 5: Cash dividend yield rate = cash dividend per share / average closing price per share for the year

Note 6: Net value per share and earnings per share are based on the information certified by the accountant in the latest quarter as of the date of
publication of the annual report. The remaining fields should include the information in the current year as of the date of publication of the
annual report.

Note 7: The 2016 annual earnings distribution has not yet been approved during the shareholders' meeting,

6. Dividend Policy and Implementation

Status

(1) The Company is in a stable growth stage. allocation will be made and a provision or
It takes into account the current and reversal of special reserve will be made from the
future development plans, the investment balance in accordance with the law. If there is a
environment, capital needs and domestic balance of current surplus, it will be combined
and overseas competitions, as well as the with accumulated undistributed surplus, and
interests of shareholders and other factors the Board of Directors will propose a surplus
in order to maintain a stable and sustainable distribution motion for the dividend distribution
operation. The Company distributes no resolution of the shareholders’ meeting.
less than 60% of the balance of the current (2) The proposed dividend distribution:
annual surplus as dividends, but will not On March 21,2017, the Board of Directors
distribute dividends if the accumulated adopted the proposed cash dividend of
surplus is less than 10% of the paid-in capital. NT$862,119,750 (NT$6.40 per share) to share-
The dividends can be made in cash or stock, holders, subject to the resolution of the 2017
and the cash dividend will not be less than shareholders' meeting.
10% of the total dividends. (3) Is there any significant change to be made to the
If there is a surplus in the Company's annual dividend policy: No.

accounts, after paying taxes and making
7. Impact of the Proposed Bonus

Shares on the Company's Operat-

ing Performance and Earnings per
statutory reserve. However, if the statutory Share:

up for the accumulated loss in accordance
with the law, 10% will be allocated as the

reserve has reached the paid-in capital There were no bonus shares.

amount of the Company, then no further
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8. Bonuses of Employees, Directors and supervisors (including the number of shares,
and Supervisors

(1) The percentage or scope of the bonuses

the amount and the share price) in the previous
year and the provision for the bonus, please
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of Employees, Directors and Supervisors
stipulated in the Articles of Association:

On June 16, 2016, amendments to the Articles
of Association were passed in th shareholder’s
meeting of the Company. According to the
stipulations of the Articles of Association, if
there is a profit for the year, the Company shall
pay 6% to 8% of it for the employee bonus and
not more than 2% for the supervisor bonus.
However, if there is still a cumulative loss, an
amount to make up for the loss should be
retained in advance. The aforesaid employee
bonus shall be paid in shares or cash, and
shall be approved by a board meeting with
the attendance of more than two-thirds of the
directors and the consent of more than half of
the attending directors, and then be reported
to the shareholders' meeting.

(2) The basis for the estimation of the amount of

bonus of employees, directors and supervi-
sors in the current period, and the accounting
treatment if there is a difference between

the actual employee bonus paid in shares or
cash and the estimated amount: If there is a
difference between the estimated amount and
the actual amount paid, it will be regarded as
a change in estimation and treated as part of
the annual profit or loss in the resolution of
the shareholders' meeting.

(3) Bonus distribution as passed by the board

meeting;:

A. Bonus of employees, directors and supervi-
sors paid in shares or cash:

Employee bonus: cash NT$123,322,295;
share distribution: nil.

Bonus for directors and supervisors:
NT$30,830,573.

B. Employee bonus paid in shares as a per-
centage of the total amount of the current
net profit after tax and the total employee
bonus: NA.

(4) If there is a difference between the actual

distribution of bonus of employees, directors

describe the difference, the reason and the

accounting treatment:

There was no difference between the amount

of the bonus of employees, directors and

supervisors in the resolution of the shareholders'

meeting in 2016 and the amount proposed in the

board meeting.

9. Buyback of Treasury Stock

April 15,2017

Treasury stocks: Batch Order 2nd Trench

Share distribution to
Purpose of buy-back

employees

Timeframe of buy-back

January 4, 2017 ~
March 3,2017

Price range

118.00 ~ 349.50

Class, quantity of shares bought
back

508,000 ordinary
shares

Value of shares bought-back (in
NTS thousands)

NT$91,061,773

Shares sold/transferred

Nil

Accumulated number of
company shares held

508,000 shares

Percentage of total company

shares held (%)

0.38%




10. Corporate Bond
(1) Corporate bond status

Corporate bond type (Note 2)

First domestic unsecured convertible corporate bond (Note 5)

Issuing (processing) date

August 26, 2015

Face value

NT$100,000

Place of issuance and trading (Note 3)

Not applicable.

Issuing price

100% of the face value

Total amount NT$1 billion
Interest rate Coupon rate 0%
Duration Three years; maturity date: August 26, 2018
Assurance agency Not applicable
Trustee Hua Nan Commercial Bank
Underwriter Yuanta Securities
Attorney Not applicable
Accountant Not applicable
In addition to conversion or redemption in accordance with the
Repayment method conversion method, a bullet payment will be made in cash on the

maturity date

Outstanding principal amount

NT$173,200,000 (as of December 31, 2016)

Terms of redemption or early repayment

Please refer to the issuing and conversion method.

Restrictions (Note 4)

Nil

Credit rating agency, date of assessment and corporate
bond assessment results

Nil

As of the date of publication of the annual
report, the amount of conversion (or
exchange or subscription) into ordinary
Other rights shares, overseas depositary receipts or
other securities

From the issuing date to December 31, 2016, the creditors filed for a
conversion into 4,979,171 ordinary shares of the Company, and the
change of registration was completed on March 17, 2017.

Issuing and conversion (or exchange or
subscription) method

Please refer to the issuing and conversion method.

Possible impact of the issuance and conversion (or
exchange or subscription) method or issuing conditions
on the dilution of equity and existing shareholders' rights

NTS$1 billion was raised through the issuance of the convertible
corporate bond. Due to the debt nature of the convertible corporate
bond, there is no equity dilution before the creditors request a
conversion. Besides, as the creditors will choose a more favorable
time for the conversion during the conversion period, there is a
deferred effect on equity dilution, and the conversion will not

have an immediate impact on the Company's operating rights and
earnings per share.

Custodian of the subject after conversion

Not applicable

Note 1: The corporate bonds being processed include public and private corporate bonds being processed. The public corporate bonds being
processed refer to those already approved by the SFC, and the private corporate bonds being processed refer to those already approved by

the Board of Directors.

Note 2: The number of fields is adjusted based on the actual number of processing.

Note 3: For overseas corporate bonds.

Note 4: For example, restrictions on the payment of cash dividends, foreign investment or the requirement to maintain a certain proportion of assets.

Note 5: For a private issue, please mark in a noticeable manner.

Note 6: For convertible corporate bonds, exchangeable corporate bonds, corporate bonds issued under a general declaration or corporate bonds
with subscription rights attached, please disclose in the table according to their nature the information of the convertible corporate bonds,
exchangeable corporate bonds or corporate bonds with subscription rights attached, or the status of the corporate bonds issued under a

general declaration.

(2) Information about the convertible corporate bond

First domestic unsecured convertible corporate
Corporate bond type
bond
Year
2016 Current year as of March 31,2017

Item

Highest 282 216
Market price of the convertible corporate bond Lowest 167.5 167

Average 215.79 183.86
Conversion price NT$165.9 (Note 2)
Issuing (processing) date and the conversion price at the time of issuance August 26,2015 NT$170.5
Conversion method (Note 1) New share issuance

Note 1: Delivery of issued shares or issuance of new shares.

Note 2: As the cash dividend of the Company’s ordinary shares in 2016 exceeded 1.5% of the share’s market price, a conversion price adjustment was
made in accordance with Article 11 of the Company's First Unsecured Convertible Corporate Bond Issuance and Conversion Method. From

July 24,2016, the conversion price is adjusted to NT$165.9.
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11. Preferred Shares: Nil.
12. Overseas Depositary Receipts: Nil.
13. Employee Stock Options: Nil.

14. Issuance of New Shares for Acquisition or Exchange of Other Companies’Shares: Nil.

15. Financing Plans and Implementation:

First domestic unsecured convertible corporate bond

(1) Plan content:
A. Approval date and number of the competent authority: July 29, 2015, Reference No. Jin-Guan-Cheng-Fa
No. 1040027799

B. Total amount required for the plan: NT$1,391,726,000

C. Source of funds:
(a) NT$1 billion from the issuance of the first domestic unsecured convertible corporate bond with a

three-year duration and a 0% interest rate.
(b) The rest of the amount is paid from the Company’s own funds of NT$391,726,000.

D.Capital plan and progress

Unit: NT$1,000

Expected Total Capital plan
Project completion| amount | 2014 2015 2016

date required Q1 Q2 Q3 Q4 Q1 Q2 Q3
Plant . Q32016 997,226 79,790 65,509 64,341 191,957 303,425| 227,142 64,974 88
construction
Purchase of
machinery and Q12016 44,500 — — - - 22,250 22,250 - -
equipment
Replenishment
of working Q32015| 350,000 - - —| 350,000 — - — -
capital
Total 1,391,726 79,790 65,509 64,341| 541,957 325,675| 249,392 64,974 88

E.Possible benefits:
(a)Plant construction and purchase of machinery and equipment
The plant construction plan will increase the use of space and the production volume as well as
enhance the overall capacity and sales, and is beneficial for the Company's future operation and
development. It is expected to increase the production and sales volumes, the sales amount, the

gross profit and the net operating profit as follows:

Unit: NT$1,000

Year Item Production volume| Sales volume | Sales amount | Operating margin| Operating profit

2016 45 45 11,850 6,660 4,378
2017 Health care products 180 180 47,400 26,639 17,509
2018 180 180 47,400 26,639 17,509
2019 180 180 47,400 26,639 17,509

(b)Replenishment of working capital
NT$350,000,000 of the funds raised from the plan is expected to be used for replenishment of working
capital, mainly for future operations requirements. Based on the Company's short-term bank lending

rate of about 1.25%, the estimated annual savings on interest expenses is about NT$4,375,000.



(2) Implementation status:
Unit: NT$1,000

Planned item Implementation status As of Dec 31, 2016

A t Planned 1,041,726

Plant construction and moun Actual 868,400
) ) 5

purchase of machinery and equipment Implementation status (%) PLacrt]:aeld lggggoj;

Amount Planned 350,000

Replenishment of working capital AGcitlell 350,000

P 5P Implementation status (%) Planned 100.00%

Actual 100.00%

Amount Planned 1,391,726

Total Actual 1,218,400

Implementation status (%) Planned 100.00%

Actual 87.55%

As of December 31, 2016, the actual implementation of the plan is 87.55%, which is lower than the scheduled
100%. Among the planned items, the Pingzhen plant was completed and the relocation was made in the
third quarter of 2016. On the purchase of machinery and equipment, all the machine installation, testing and
acceptance were completed in the third quarter of 2016, and mass production started in the fourth quarter. The
replenishment of working capital was also completed in the first quarter of 2016. For the items above, except
for the progress delay and the final payment that has not been made yet, there is no major difference between

the planned and the actual benefits.
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1. Business Scope:

(1) Business scope

A. Main businesses:

(1) Processing and trading of fruits, vege-
tables, seafood, meats, cereals, starch
food, fruit and vegetable juice, yeast
milk, soft drinks and other beverages,
food additives, condiments, coffee
flavoring essence and syrups, and other
syrups

(2) Processing and trading of pharmaceu-
tical preparations, medicine and raw
materials.

(3) Wholesale and retail of medical equip-
ment and daily necessities

(4) Manufacturing and trading of makeup
and cleaning supplies

(5) Manufacturing and trading of edible oils
and dairy products

(6) Import and export of and agent role of
the aforesaid businesses

(7) H701010 Residential and commercial
building development and rental

(8) C110010 Beverage manufacturing

(9) F501030 Beverage shop operation

(10) C199990 Manufacturing of unclassified
food products (Ganoderma King,
Cordyceps King, Pollen King, Cordyceps
and Ganoderma, and Ganoderma King
Compound)

(11) F102030 Wholesale of tobacco and
alcohol

F203020 Retail of tobacco and alcohol
1401010 General advertising services
JE01010 Leasing

1212010 Human resources dispatch
A101040 Edible mushroom cultivation
A101030 Special crop cultivation
A101050 Flower cultivation

1G01010 Biotechnology services
F401171 Alcohol import

F107080 Wholesale of environmental

(12
(13
(14
(15
(16
(17
(18
(19
(20
(21

medicine related products

(22) F207080 Retail of environmental
medicine related products

(23) C802080 Manufacturing of environmen-

tal medicine related products
(24) H703100 Real estate leasing
(25) F601010 Intellectual property rights
related business
(26) 1101090 Food consultancy
(27) C201020 Pet food manufacturing
(28) F106060 Wholesale of pet food and

supplies

(29) F206050 Retail of pet food and supplies
(30) 2299999 In addition to the permitted
businesses, the Company may be

engaged in non-prohibited or non-re-

stricted businesses.

B. Business weighting:

Unit: NT$1,000; %

Product Type Amount Percentage
Health food 8,206,235 89
OEM 624,401 7
Beverage 228,934 3
Others 125,451 1
Total 9,185,021 100

C. The company's current products:

The manufacturing and trading of health
care products, beverages, etc.

D. The new products expected to be devel-
oped include: “Gold Combest Energy
Drink” which is the first energy drink
to receive the health food certification,

“Neuro-trition” for the silver-haired
family, “FuBa Xin capsule” of Pro-Partner
formen,and “Marigold Lutein QQ for
Kids” which is an extension of the original
product “Marigold Lutein Complex” in
the fudge category.

(2) Industry overview

A. Industry status and development

The Executive Yuan has approved a number
of biotech policies such as the "Project for
Enhancement of the Biotechnology Industry",
the "Taiwan Biotech Diamond Action Project",
the "Taiwan Biotechnology Industry Take-off
Action Project" and the "Taiwan Biotechnol-
ogy Industry Development Project”, and has
completed the legislation of the "Regulations
for the Biotechnology Industry’s Development
of New Drugs" to build a high-quality devel-



opment environment for the biotechnology
industry. The Ministry of Economic Affairs also
has been promoting these biotechnology pol-
icies to improve the commercialization of R&D
results, and has completed the development
strategy planning for the pharmaceutical,
medical equipment and health and well-being
areas so as to improve Taiwan's biotechnology
industry in innovation, industrialization and
global distribution capacity and accelerate
the international development of Taiwan's
biotechnology industry.

With the efforts of the Government and the
private sector over the years, Taiwan's biotech-
nology industry scale continues to expand.

In 2014, the turnover of the biotechnology
industry reached NT$298.6 billion, and the
private sector’s investment in biotechnology
was more than NT$48.4 billion, up 6% from
2014 and the investment was large-scale
projects oriented. The export value grew from
NT$102.2 billion in 2014 to NT$117.7 billion in
2015, and the value of imports also increased
from NT$211.4 billion in 2014 to NT$224.1
billion in 2015. The increase in both turnover
and import value drove the growth of the
domestic market, and in 2015, the domestic
demand for biotechnology products reached
NT$405 billion.

With the enhancement of income and
westernization of dining habits, there has
been a transition from insufficient intake of
nutrition to excessive and unbalanced intake,
making people face the risk of diseases from
high blood sugar, high blood pressure and
high blood fat. For disease prevention, the
purchase of functional or health care products
has become a trend which promotes the rapid
growth of the health food market. The appli-
cation of biotechnology to extract nutrients or
active ingredients from natural animals, plants
and microorganisms to develop health care
products can not only meet the health care
needs of modern citizens, but can increase

the added value of products and create higher
profits.

As health care products have high added
values, and different health care products
can be offered to meet the needs of different
groups of customers, they can easily form a
separate market segment and attract manu-
facturers in the food, biotechnology and drug
industries to invest in the development. Even
upstream dealers of food ingredients or direct
marketing/marketing companies are optimis-
tic about the rapid growth of the health food
market, and are investing in the development
of health care products. Taiwan's health food
market demand continues to increase, and
according to the survey of the Biotech Phar-
maceutical Industry Development Promotion
Group of the Ministry of Economic Affairs, the
turnover of Taiwan's biotechnological food
industry in 2015 was nearly NT$58 billion.
The value of imports increased from NT$7.5
billion in 2014 to NT$8.7 billion in 2015,
representing a growth of about 9.87%, and
the value of exports increased from NT$7.27
billion in 2014 to NT$9.175 million in 2015,
representing a growth of 26.21%. In view

of the large volume of foreign health food
imports, domestic health food manufacturers
have taken a localization strategy to incor-
porate the resources of research institutions
to jointly develop Taiwan's local health care
ingredients for their products. This can not
only reduce the price fluctuation impact of
foreign resources, but because of the use of
local health care ingredients, the products are
easy to be accepted by the local people, and
can form a separate market segment from the

international market.

With the "Health Food Management Law"
published, health food is differentiated from
general food. In addition, the Department

of Health of the Executive Yuan announced
the effectiveness assessment of health care
products to serve as a basis for manufacturers’
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application for health food product reviews.
At present, the health food safety assessment
items announced by the Department of
Health of the Executive Yuan include 13 items:
the regulation of blood fat, regulation of
blood sugar, allergy adjustment, immunity
improvement, anti-formation of body fat,
fatigue resistance, bone care, aging resistance,
gastrointestinal function improvement, liver
protection, dental care, regulation of blood
pressure and promotion of iron absorption.
The Department has also established health
food standards for products such as monascus
and fish oil.

On the direct marketing side, as of the

end of 2015, the number of multi-level
marketing companies reporting to the Fair
Trade Commission was 352, of which local
companies accounted for about 85.51%, and
foreign companies accounted for only 14.49%.
In 2015, the total number of participants in
direct marketing in Taiwan was 2.536 million,
and the total turnover of the multi-level
marketing industry was NT$80.138 billion. The
main products of the multi-level marketing
industry are still nutrition and health care
products and beauty care products, followed
by daily necessities. This situation has not
changed for years. However, with the vigorous
development of community media and the
popularity of smart phones, the multi-level
marketing industry is gradually transitioning
from physical sales to virtual network. For this
reason, more and more multi-level marketing
companies have gradually abandoned the
traditional sales model of "people to people
and word of mouth marketing" used in the
past, and shifted to internet and community
media marketing. This enables an organiza-
tion to pass on information more quickly, and
strengthens the connectivity between the
internal distributors of an organization and
external distributors, and between consumers
and distributors. It is also more conducive to
the promotion of products and business.

B. Relationship among the industry’s up, mid
and down streams

Upstream: material development, formula

development and upgrading

Midstream: manufacturing

Downstream: distribution channels, including

the traditional physical stores (such as dis-

count stores, beauty shops and supermarket

chains), virtual channels such as online

shopping malls or TV shopping, and direct

marketing channels.

The Company has a complete industry chain.
The upstream is the core manufacturing
technology of microbial fermentation which
is used to develop key ingredients such as
lactic acid bacteria, Ganoderma lucidum

and Antrodia mycelium. The midstream is

the preparation and packaging capability,

and the downstream is the Company’s own
distribution channels and brands. Therefore,
the Company can make a flexible response to
the overall industry change and continue to
win consumer favor and trust.

C. Product development trends

(a) Immunoregulation is the focus of the
Company's development of health care
products, and Ganoderma lucidum related
products have obtained the health food
certification of the Department of Health.

(b) Lactic acid bacteria products have become
one of the most popular intestinal health
products in recent years. The lactic acid
bacteria products of the Company are not
only rich in bacteria, but are very popular
with consumers. They also obtained health
food certification numbers, and have the
two functions of gastrointestinal function
improvement and allergy adjustment.

(c) For Taiwan's common liver diseases, the
Company developed health care products
such as Antrodia King and Antrodia Aqua
has obtained a health food certification
number from the Department of Health
for liver protection and blood pressure
regulation functions).



(d) For the aging society, the Company
developed health care products for the
silver-haired group for delay of aging and
prevention of Alzheimer's disease.

(e) The Company developed ergot sulfide
beauty drinks and facial masks with a
strong anti oxidative ability.

(f) For the different health needs of men and
women, the Company developed energy
drinks for men and beauty drinks for

women.

D. Competition
(a) Product competition:

(i) With the expansion of the domestic
health food market, domestic Chinese
and western pharmaceutical manufac-
turers and biotech companies have also
stepped into the health food market,
and grown quickly with their name
recognition and existing technology in
the pharmaceutical industry.

(ii) With their policy changes, some foreign
governments have allowed the sales of

health care products in foreign countries

which were originally for domestic sales
only. Because of the citizens’ infatuation
with overseas brands, the participation

of overseas health care brands will make

the competition keener.

(i) On the direct marketing side,
the increasing output value of the
multi-level marketing industry year
after year reflects the high potential of
the direct marketing channel. However,
the greater the output value, the higher
the attractiveness for more enterprises
to transform into multi-level marketing
companies, and the more foreign
multi-level marketing companies will
enter the Taiwan market for market
shares. The degree of competition is
therefore increasing every year.

(b) Channel competition:
With the change of market demand and
consumption habits, health care products

and beauty care products can be seen

not only in the roadside open-shelf drug
stores, suburban discount stores and
existing multi-level marketing channels,
but also in convenience stores around the
corner. This accessibility has offered more
options to consumers. Therefore, how to
enhance product uniqueness, attract the
attention of consumers and provide better
after-sales service are the matters which

require careful consideration.

(3) Overview of Technology and R&D

A. Hericium mycelium fermentation tech-
nology: The 40 ton-liquid fermentation
technology is now mature.

B. Lactic acid bacteria recovery technology:
The continuous centrifugal technology
in the recovery of lactic acid bacteria was
developed, and the first domestic liquid
nitrogen process was completed.

C. The anti-aging Hericium health care
product was developed and launched.

D. Awards won:

(1) “Tian Qi Maca Essential Drink,

Snow Brightening Essential Drink,
Glucosamine complex capsule and
Lutein complex capsule” won the SNQ
National Quality Mark.

(2) “Pro-Partner Neuro-trition” won the
2016 IUFoST Food Industry Award.

(3)"The Antrodia Camphorata Mycelium
Extract and Its Pharmaceutical or Food
Compounds for Reducing Drug Resis-
tance of Cancer Cells" won a bronze
medal in the 2016 Lepine Invention
Exhibition in Paris, France.

(4)"The Active Substance of Cicada, Its
Preparation Method, Pharmaceutical
Compounds and Use" won a bronze
medal in the 2016 Lepine Invention
Exhibition in Paris, France.

(5)"The Active Substance of Hericium
Erinaceus and Its Mycelium for Alle-
viating Pains, Its Preparation Method
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and Pharmaceutical Compounds" won
a bronze medal in the 2016 Lepine
Invention Exhibition in Paris, France.

(6)"The Active Substance of Antrodia
Camphorata and Its Compounds for
Reducing Drug Resistance of Cancer
Cells" won a gold medal in the 2016
Exhibition of Inventions Geneva.

(7)"The Active Substance of Hericium
Erinaceus and Its Mycelium for Alleviat-
ing Pains, Its Preparation Method and
Pharmaceutical Compounds" won a
silver medal in the 2016 Exhibition of
Inventions Geneva.

(8)"The Active Substance of Cicada, Its
Preparation Method, Pharmaceutical
Compounds and Use" won a special
award in the 2016 Exhibition of Inven-
tions Geneva.

(9)"The Active Substance of Cicada, Its
Preparation Method, Pharmaceutical
Compounds and Use" won a gold medal
in the 2016 Seoul Invention Exhibition.

(10)"Antrodia Camphorata Mycelium
Extract and Its Medicine or Food for
Reducing Drug Resistance of Cancer
Cells" won a silver medal in the 2016
Seoul Invention Exhibition.

(11)"The Active Substance of Hericium
Erinaceus and Its Mycelium for Alleviat-
ing Pains, Its Preparation Method and
Pharmaceutical Compounds" won a
bronze medal and special award in the
2016 Seoul Invention Exhibition.

(12)"The Active Substance of Hericium
Erinaceus and Its Mycelium for Alleviat-
ing Pains, Its Preparation Method and
Pharmaceutical Compounds" won a
gold medal in the 2016 Taipei Interna-
tional Invention Show & Technomart.

(13)A Method for Preparing Fermentation
Liquid Containing Anti-UVA Active Lilac
Mushroom Mycelium" won a silver
medal in the 2016 Taipei International
Invention Show & Technomart.

(14) “Pro-Partner Livoprobio” won the

Innovative Product Evaluation Award of

the Taiwan Food Science and Technolo-

gy Institute.

(15) “Pro-Partner Neuro-trition” earned

the praise of the Taiwan Food Science

and Technology Institute.

E. Patents obtained in the past five years:

Approving Patent
Patent Name Date
Country No.
. Feb
A Method for Culturing
PRC . 29, [915911
Mycelium
2012
A Pharmaceutical
Mar
Compound for
PRC o . |14, [920175
Inhibiting Angiogenesis
. 2012
and Its Application
A Seed Embedding
Method for Promoting
May
Plant Growth and
ROC . 21, |1364254
Resistance to Pathogen
) 2012
Infection and the
Products
Jun
A New Method for
ROC . . , 1365192
Culturing Mycelia
2012
A Pharmaceutical
Aug
Compound for
ROC , 1369201
Inhibiting Angiogenesis 012
and Its Application
An Embedding
Structure of Hericium  [Dec
ROC  |Erinaceus Mycelium 11, [M491474
with Neuroprotective 2014
Function
An Active Substance of
Antrodia Camphorata
Mycelium and an
Active Substance of Dec
ROC Cordyceps Militaris 21, |1465260
which Promotes 2014
the Proliferation of
Hepatocytes, and Their
Preparation and Use
A Cultivation Method
for Preventing Rapid
Degradation of
. X Jan
Hericium Erinaceus
ROC . 11, (1516598
ADuring the
i 2016
Fermentation of
Hericium Erinaceus
Mycelium
A Method for Preparing Feb
e
Fermentation Broth of
ROC ) . 11, [1521059
Lepista Nuda Mycelium
2016

with Anti-UVA Function




Approving Patent Approving Patent
Patent Name Date Patent Name Date
Country No. Country No.
An Embedded Granule Jul The Active Substance of
u
of Lactobacillus Coated Hericium Erinaceus and Its Dec
ROC ] ) 1, |M524710 ) o )
with Antrodia Camphorata 2016 ROC Mycelium for Alleviating Pains, |1, 1560273
Mycelium Its Preparation Method and {2016
An Embedded Granule of Jul Pharmaceutical Compounds
ROC Lactobacillus Coated with 1, M524709 The Active Substance of
Cordyceps Militaris Mycelium 2016 Antrodia Camphorate Dec
An Embedded Granule of Jul ROC  [Mycelium for Protecting Nerve|21, |1562782
ROC  |Lactobacillus Coated with 1, |M524708 Cells, and Its Pharmaceutical [2016
Hericium Erinaceus Mycelium (2016 Compounds

An Embedded Granule of Jul
ROC Lactobacillus Coated with 1, M524707
Hericium Erinaceus Mycelium |2016

F. New products developed in the past five years:

An Embedded Granule of Jul Livoprobio, Neuro-trition, Beauty Drink, H-Kiss
ROC |Lactobacillus Coated with 1, |M524706 moisten skin facial film, YAYA mini Ointment,
Agaricus Blazei Mycelium 2016 Ganoderma for Kids, Marigold Lutein Complex,

An Embedded Granule of Jul

Ginseng-Clam Plus B, PowerBOMB, Tian Qi Ling
ROC Lactobacillus Coated with 1, M524705

Zhi Essential Drink,Imperial Collagen Essence,

Monascus Mycelium 2016

An Embedded Granule of Jul IQ King, LGG Probiotics, Gold Cordyceps King,
ROC  |Lactobacillus Coated with 1, [M524704 Coriolus Versicolor King, Tian Qi Maca Essential

Cordyceps Sinensis Mycelium |2016 Drink,Snow Brightening Essential Drink, Ling

An Embedded Granule 0 hi ol (o Mirifi li

of Lactobacillus Coated u Zhi Antiallergy,Pueraria Mirifica Queen, Sliim
ROE s i Camphorate o [HERR Turmeric Complex, Marigold Lutein QQ for Kids

2016 .
Polysaccharide and Fu Ba Xin capsule.

An Embedded Granule of Jul

ROC  |Lactobacillus Coated with |1,  |[M526396 G. R&D Expenses in the past three years

Antrodia Camphorate Protein (2016 Unit: NT$1,000
An Embedded Granule of Jul Year 2014 2015 2016
ROC |Lactobacillus Coated with |1,  [M526397 LD 84,256 98,681 114,032
Cicada Mycelium 2016
An Embedded Granule
) Jul (4) Long-term and Short-term Development
ROC of Lactobacillus Coated 1 M526398 ) ) ) )
with Ganoderma Lucidum 2;)16 With the continuous stimulation of market
Mycelium sales incentives, consumer spending habits
An Embedded Granule of Jul change year by year, and the existing distri-

ROC Lactobacillus Coated with 1, M526399
Armillaria Mellea Mycelium 2016

bution channels are bound to face difficulties

An Active Substance of Cicada |Sep and the development is limited. For the

ROC  |Mycelium for Protecting Nerve|21, |1549684 sustainable development of the business,
Cells and Its Food Compounds|2016 the short and long-term business directions

An Active Substance of are mainly on new channels and the devel-

Antrodia Camphorate for Oct

ment of new pr m nsumer
ROC Reducing Drug Resistance 1, 1551291 opment of new products to meet consume

of Canezr Calls o s 2016 demands better and expand the consumer
Compounds base for performance growth. The product
The Active Substance of and channel planning is as follows:
Antrodia Camphorate oct A. Short-term business development
ROC Mycelium, Its Preparation 11, 1552755 o
Method. Pharmaceutical 5016 (a) The purpose of the product plan is "to
Compounds and Use be a health expert to take care of the
The Active Substance whole family". In addition to our existing
of Cicada Mycelium, Its Nov health care products, this year we will
ROC Preparation Method, 21, 1558405

apply our advanced biotechnology to
Pharmaceutical Compounds |2016

ol e plan health care products especially for
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women, such as Sliim Turmeric Complex for experience mode of cross-border e-com-

beauty and slimming, Pueraria Mirifica Queen merce with offline drug stores to provide
for improvement of the menopause problem, the marketing of overseas high-quality
and Ling Zhi Antiallergy for prevention of health care products. This year, we plan
allergies caused by the increasingly serious air to set up offices to introduce products
pollution problem. for local physical and online sales in the
(b) We will upgrade the ingredients of our popular hope of creating another success in the
products for improved functions. This summer health food industry as in Taiwan.

we will launch an upgraded Combest, the

beverage which has been hot selling for the 2. Market and Sales Overview:

past 48 years and is the only functional drink (1) Market analysis

A. Main product sales area: Metropolitan areas
that obtained the national anti-fatigue health P P

of Taiwan Island.

food certification, in order to meet the long-
B. Market share:

term consumers’ health care needs.

C.TheC 's Ganod lucid d
(c) On the existing EC sales, we will introduce di- € Lompany's banoderma fucidum an

Antrodi horat ducts have b
versified big data for application on the digital ntrodia camphorate products have been

) — the leading brands over the years with a
marketing plan for customer solicitation and

market share of more than 50% respec-
meet their needs. We will also break through oresp

tively. While there are other competin
the channel and stocking restrictions, lower : peting

. products, with our brand name recognition
the age of target consumers and increase

. . we are able to maintain a substantial
consumption convenience to create more

. o " market share. On the direct marketing side,
diversified health care opportunities.

the sales volume of the Company's direct
marketing affiliates reached NT$6.708
billion in 2015, accounting for 8.37% of
the total multi-level marketing market’s
NT$80.138 billion.

D. Future market supply and demand and

B. Long-term business development
(a)Long-term product plan:
In response to the diversity of consumer health
care requirements, we have planned the

implementation, application and development

th: The C fforti
of health food certification to comply with grow €’-ompany spares no etfort in

. the development of new products to meet
the regulatory requirements on the sales

the health needs of th le. W [
of products. In addition to the existing & fiealth needs ol the peopre. e apply

. . ) accurate marketing strategies, supple-
gastrointestinal, immunoregulatory, liver 7 )
. . mented by distribution channels which
protecting, blood glucose regulating, blood ) )

. L . are familiar with the market, to introduce
pressure reducing, anti-fatigue and anti-allergy

a variety of new products to continue the
products, we will add weight management, y P

rowth of our business.
age-delaying and other functional products to &

. E. Favorable and unfavorable factors for
expand our product function range as the long-

development and countermeasures
term product plan to expand the consumer

(a) Favorable and unfavorable factors for
base.

(b)Long-term channel plan: development:
In response to the new second-child policy of
mainland China and the need for health care
driven by economic growth, we plan to take
advantage of the internet trend and actively
step into mainland China’ s health food

market. In 2015, we have started with the 020



Favorable Factors

Unfavorable Factors

Health food industry
1. Because of an aging population, the demand for health care

products will increase year by year, and is not affected by the
financial turmoil.

2. The Company set up its biological centerin 1991 and had an
early start. As the hardware and software have matured, the
Company is stepping into the development of key components
to improve profitability and raise the entry barrier.

3. The Company’s products such as Ganoderma lucidum and
Antrodia camphorata, have been selected as those with high
entry barriers for world-class manufacturers, etc. The Company
therefore has an advantage in international competition.

4. The Government provides NT$10 billion per year to support the
biotechnology industry, and the industry outlook is promising.

Health food industry
1. The implementation of the Health Food Law raises the cost of

product research and development and increases operational
difficulties. However, in the long run this can phase out
the weak and only the strong will stay, and professional
manufacturers will be protected as a result.

2. With the continuing economic downturn, non-daily necessities
such as health food have been bearing the brunt, and people’s
willingness to purchase has declined. This has impacted sales.

Food and beverage industry

1. Taiwan has a warm weather, and the demand for beverage is
strong.

2. With the development of the economy, the national income
level is improving, and people are paying more attention to
the quality of life and leisure activities. With the expansion of
consumption, beverage demand has improved, and there is a
great potential in the development of the beverage market.

Food and beverage industry

1. Government will significantly reduce import tariffs in order

to join the WTO, and there will be more imported goods. In the
future, the competition in the beverage market will be high.

2. Beverage manufacturers like to swarm into a particular type of
beverage, and the price competition will lower the profit.

3. The product homogeneity of beverages is high, and the
market competition is keen. In order to maintain the consumer's
recognition of the brand and purchase intent, advertising
expenses have to increase significantly.

Pharmaceutical Industry:

1. The pharmaceutical industry is one of the top ten emerging
industries of the country, and a key industry promoted and
supported by the Government.

2. As the population is aging and the living standards are
improving, health issues are attracting more attention and the
demand for drugs is increasing. Therefore, the size of the drug
market is expanding.

3. With the rise of health awareness, consumers are more
attracted to health and health care related products.

4. The Company was certified by the Department of Health as
a "Pharmaceutical Manufacturer Implementing G.M.P" in 1987.
The plant management and product quality are affirmed by the
industry.

Pharmaceutical Industry:

1. Most consumers prefer foreign original drugs. Though
domestic GMP manufacturers produce drugs with the same
effect, due to people's medication habits, domestic GMP
manufacturers have long been in an inferior competitive position
which is disadvantageous to the development of domestic
pharmaceutical manufacturers.

2. Large foreign pharmaceutical companies have come to Taiwan
to erode the domestic drug market. This is disadvantageous to
the development of domestic pharmaceutical manufacturers.

3. At present, there are more than 100 domestic GMP
pharmaceutical manufacturers and numerous small
manufacturers. There is a fear of vicious competition.

(b) Countermeasures

The Company adopts a self-sufficient development model in the short run to reduce costs, create

differentiation and increase profitability, and a central concept of "continuous R&D" to constantly

upgrade the manufacturing process, introduce academic resources, and apply for government subsidies

to ensure a leading position in the industry. The Company also increases its R&D expenses year by

year, uses technology transfer and industry-academia cooperation to actively develop new products

and new effects, and enhances the added value of the products by obtaining patents and health food

certifications. The R&D focus is "going clinical and international”, that means working with foreign

scholars to publish journals and complete clinical trials to prove to foreign buyers the effectiveness of

the Company’s products or raw materials and raise their interest, so as to enter the international market.
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(2) Important usage of the main products and
production process
A. Important usage of the main products

(a) Probiotics & Prebiotics : The product
can change the body’s bacterial plexus
ecology, maintain the digestive function
and adjust the physiological function.

(b) Bio Aid 995: The product can provide the
necessary nutrients for a balanced body
to help maintain good health.

(c) Antrodia Aqua: The health drink can
balance the body’s constitution, and has
no side effects on the human body.

(d) Meal Supplement: The product can
promote the body's metabolism,
provide balanced nutrition for growth
and help the body regain strength.

(e) Li Sheng: The product can adjust the
body’s constitution and promote
metabolism.

(f) Bai Ke Sz capsule: The product can
nourish the body and adjust the body’s
constitution.

B. The production process of the main prod-

ucts
(a) Probiotics & Prebiotics
Material C |
° erl'a Cultivating| | Blending aps.u ¢ Filling
collecting sorting
Packaging Quality Awal.tlng Warehousing
control testing

(b) Bio Aid 995 and Antrodia Aqua

Materi
ater{al Cultivating| | Blending | | Sterilizing || Flavoring
collecting
Fillin Sealin Spray Sterilizing | | Packagin
€ € printing & ging

Quality Awaiting

Labeling ||Packaging control testing

Warehousing

(c) Meal Supplement, Li Sheng and Bai Ke

Sz capsule
Material Blendin Testin Fillin Testin
collecting & & & &

Packaging | |Warehousing

(3) Supply of major raw materials

Main Materials

. . Status of
Raw Material Main Source
Supply
Capsule Domestic manufacturer  |Normal

Granulated sugar |Domestic manufacturer  |Normal

Vitamins and food .
. Domestic manufacturer  |Normal
additives

Alcohol Domestic manufacturer  |Normal

Chinese medicine |Domestic manufacturer ~ |Normal

Lactic acid .
Domestic manufacturer ~ |Normal

bacteria
Ganoderma .
. Domestic manufacturer ~ |Normal

lucidum
Antrodia .

Domestic manufacturer ~ |Normal
camphorata
Aluminum foil .

Foreign manufacturer Normal
carton
Carton Domestic manufacturer  |Normal
Carton box Domestic manufacturer ~ |Normal

(4) Names of customers who accounted for
more than 10% of the total amount of goods
purchased/sold in the past two years, the
amounts and percentages of the goods
purchased/sold and the reasons for the
increase or decrease.

A. Major suppliers in the past two years: The
Company did not have any supplier who
accounted for more than 10% of the total
goods purchased in the past two years.

B. Major customers in the past two years: The
Company did not have any customer who
accounted for more than 10% of the total
goods sold in the past two years.




(5) Production in the last two years

Unit: NT$1,000

Year 2015 2016
Production
. value andvolume Production |Production |Production|Production | Production | Production
ajor capacity volume value capacity volume value

product (or

department)

Health food-PKL liquid (box) 691,200 357,752 93,309 691,200 437,940 140,559
Health food - granules (pack) 74,880,000 123,350,503 150,930 74,880,000| 146,482,017 166,752
Health food - capsules 90,720,000| 122,904,346 198,960 90,720,000 128,306,488 216,543
Health food - powder (pack) 19,656,000 21,957,162 103,760 19,656,000 22,308,094 128,692
Health food - General liquid (liter) 3,720,000 10,579 9,313| 3,720,000 18,050 11,579
Beverage - General Liquid (L) Note 1| 2,765,406 114,555 Note 1| 2,321,931 128,692
Other (OEM, cosmetics, etc.) 191,439 430,415
Total 862,266 1,223,232

Note 1: All general liquid products share the same manufacturing capacity.
Reason for change: the growth of sales volume and value, causing the output volume and value to grow accordingly.

(6) Shipments and sales in the last two years

Unit: NT$1,000

Year 2015 2016
Production Import Export Import Export
value and volume
ATy Volume Value | Volume |Value| Volume Value | Volume | Value
product (or
department)
Health food - PKL liquid (box) 364,695| 1,925,524 422,118| 2,228,783
Health food - granules (pack) 116,078,610 2,239,473 151,500,179 2,888,804
Health food - capsules 105,074,025 1,329,606 127,566,995 1,629,364
Health food - powder (pack) 20,863,710| 1,204,866 24,055,923| 1,364,584
Health food - general liquid (liter) 10,695 85,559 17,725/ 141,802
Beverage - general liquid (liter) 2,221,529| 110,257 2,304,586| 202,034
Other (OEM products, cosmetics, etc.) 341,042 11,527 722,807 6,843
Total 7,236,328 11,527 9,178,178 6,843

Reason for change: As the health food market continued to grow and the Company's product quality won consumer recognition, the sales

volume and value grew.

3. Employee Information for the Past Two Years and as of the Publication of the Annual

Report:

Unit: person; %

2017 as of the date of publication of the
Year 2015 2016 )
prospectus (April 15,2017)
Staff 357 451 450
Number of employees Technician 90 73 83
Operator 83 102 101
Total 530 626 634
Average age 35.59 35.25 35.64
Average service year 4.97 4.79 4.87
Ph.D. 0.94 0.80 0.80
Master’s degree 8.49 9.74 9.62
Academic distribution |College 63.21 60.54 61.83
High school 20.19 19.33 18.76
Below high school 7.17 9.59 8.99

Note: The number of employees is the total number of employees of the Company and its subsidiaries (including contracted and expatriate

employees)
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4. Environmental Protection Expendi-

ture:

(1) The Company has two fuel boilers. According
to the provisions of the Air Pollution Control
Law, they are fixed sources of pollution,
and the air pollutant discharge needs to be
reported and the air pollution control fee
should be paid on a regular basis. In 2016, the
total air pollution control fee was NT$40,582.

(2) According to the provisions of Article 28
of the Waste Disposal Law, the clean-up of
business waste shall be entrusted to a public
or private waste disposal agency which is
authorized to clean and handle the waste
by the competent authority. The Company
has entrusted a legitimate waste disposal
agency to clean and handle the waste of the
Company, and in 2016, the Company paid a
total of NT$2,398,306.

(3) According to the provisions of Article 11 of the
Water Pollution Control Law, for a business,

a sewer system or a household which dis-
charges waste (sewage) water on the ground,
a water pollution prevention and control fee
shall be paid according to the quality and
volume of its discharged water, or according
to the quality and volume of discharged
water approved by the central competent
authority. In 2016, the Company paid a total
of NT$30,722.

(4) The Company paid a total of NT$8,358,000 for
waste water treatment in 2016.

(5) The Company did not suffer from any loss or
penalty due to environmental pollution in
2016 and as of the date of publication of the
annual report.

. Labor Relations:

(1) Employee welfare:

The Company adopts a dual welfare system (dual
welfare from the Company itself and the Welfare
Committee). To ensure that the remuneration
and welfare system is superior to the industry
standard, the Company has actively adopted
various management systems, such as the
performance and target management system

to effectively distinguish between the superior and
inferior employees, so as to make the performance
assessment fair and transparent. The Company also
set up a merit and demerit bonus weighting system
to effectively encourage employees to set high
standards for themselves and exceed the goals set
for them. The Company also introduced a reward
and punishment system and a model employee
system to create a positive influence through
excellent employees and create a sense of honor.
The welfare items are summarized as follows:

List of Welfare Items

Year-end bonus Festival gifts
Employee compensation Wedding cash gift
Group insurance Funeral solatium

Employee dependency |\ birth cash gift

Insurance
Travelinsurance Hospital solatium
New staff health check Birthday cash gift

Regular staff health check  |Year-end activity or cash gift

Salary account remittance  |Health center, breast feeding
fee discount room

Parking facilities Employee travel

Mid-Autumn Festival Cash o
Meal subsidies

gift
Uniform and free cleaning  |Designated store discount
Shopping privilege Model employee selection
) Dragon Boat Festival Cash
Scholarship .
gift
Scholarship for children Retirement program

(2) Staff advanced study and training:

In order to implement the Company's training
policy of "adhering to quality system training and
developing not just the business but the careers
of the employees as well", the Company contin-
ues to cultivate talents, actively introduced the
TTQS system (a quality management system for
talent development), and encourages employees
to participate in various learning opportunities
to form a good learning atmosphere within the
organization.

A. Training performance over the years:

(a)The employees are encouraged to partici-
pate in relevant training courses organized
by domestic and foreign government
agencies and civil organizations to acquire
the latest information and market trends.

(b) The Company combined government
resources to develop training courses,



and actively cultivated the employees for
diversified talent development.

(c)The Company conducted orientation train-
ing to newcomers, and the training content
included a description of the Company’s
business philosophy, operations, organi-
zational structure, products and services,
code of conduct, business confidentiality,
personal data protection, internal rules
and regulations, as well as an introduction
to the information environment, labor
safety, food safety, work content and work
environment.

(d) The Company actively invited professional
lecturers from domestic and foreign aca-
demic or educational institutions to make
thematic speeches. Through a variety of
interactive activities, the employees could
absorb new knowledge and exchange

technical know-how.

B. Analysis of training performance over the

years:

2017 as of
the date of
publication

Year
2015 | 2016 of the
Item
prospectus
(April 15,
2017)
Average no. of external
o 210 | 224 125
training hours per month
Average no. of internal
. 287 317 119
training hours per month
Average no. of employees
receiving external training| 17. 20 11
per month
Average no. of employees
receiving internal training| 112 | 136 67
per month
Total annual training
5,968 | 6,489 855
hours
Total no. of employees
receiving training during | 1,549 | 1,867 274
the year
Annual training
. 91 89 55
penetration rate (%)

C. Retirement system and its implementation:
The Company has formulated a staff retirement
scheme in accordance with the Employee

Retirement Measures of the Labor Law, and will
fund a dedicated account on a monthly basis

for such use in accordance with the provisions

of the Employee Retirement Fund Provision and
Management Measures. Employees who have
served the Company for more than 15 years and
are 55 years of age or older, or who have served
the Company for more than 25 years, or who
have served the Company for more than 10 years
and are 60 years of age or older are entitled to
retirement applications. The Company will give

a multiplier of 2 for every year of service, but for
a service of more than 15 years, after the 15th
year a multiplier of 1 will be given for every year
of service, with the highest total of 45. A service
of less than half a year will be calculated as half a
year, and more than half a year will be calculated
as ayear.

. In order to promote the harmonious relationship

between the employees and the Company, we

actively promote various measures to safeguard

the rights and interests of all employees to
ensure that the Company’s corporate governance
conforms to the relevant laws and regulations.

The relevant safeguarding measures are as

follows:

(a) Regularly holding labor meetings to ensure a
smooth communication channel between the
employees and the Company.

(b) Providing multiple complaint and report chan-
nels (such as an opinion box and a report and
complaint telephone line and email address).

(c) Implementing satisfaction surveys to listen to
the employees’ voices.

(d) The old and new employees meet from time to
time to provide assistance or advice regarding
the work of other employees.

(e) Implementing internal and external audit
systems to strengthen the Company's opera-
tions.

(f) Increasing policy advocacy methods (such as
internal sites, email address, bulletin boards,
meetings, briefings and written tests) to
enhance the employees’ understanding and
participation.
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E. Working environment and employee personal
safety protection measures:
The Company has long been committed to staff
care, and looks forward to its growth as well
as fulfilling its social responsibility in order to
achieve sustainable development. The specific
measures are as follows:
(a) Company structure:

(i) Establishment of a level-one unit: the Work
Security Department

(ii) Establishment of a cross-department disas-
ter prevention unit: the Occupational Safety
and Health Committee

(iii) Establishment of the Employee Health
Management Center

(b) Management policy:

(i) Establishing occupational safety norms for
employees to comply with: The Company
has a Code of Practice, Risk Assessment
Management Approach, Inspection and
Audit Management Measures, Environmental
Assessment Management Approach, Emer-
gency Response Standards and Occupational
Injury Handling Method for the employees to
follow.

(i) Fire prevention and public safety: The Com-
pany annually reports the fire equipment
maintenance status and conducts public
building safety inspections, and regularly
holds fire and emergency evacuation drills
for the employees’ prevention awareness.

(iii) Education and training: Orientation training
for new staff, fire prevention training (twice
a year), vocational license annual re-training
(for hazardous operation executives, stacker
operators, crane operators, pressure vessel
operators, etc.).

(iv) Access control and surveillance system: The
Company has established the Access Control
Management Method and is equipped with
complete monitoring facilities to monitor the
status of various corners of the plant at any
time.

(v) Health protection related operating rules:
The Company has established the Protection
Practices for Female Workers’ Maternal

Health, the Employee Selection and Assess-
ment Procedures, the Work Resumption
Procedures and Supplementary Work
Assessment Procedures, and arranges health
checks and influenza vaccination to protect
employee health.

(c) Implementation status:
(i) Confined space: For the cleaning and

maintenance of fermentation tanks and
other confined spaces, the Company has
established the "Management Approach for
Confined Space Operation" and requires
the operator to wear oxygen detection
equipment, anti-fall equipment, a helmet
and other personal safety equipment before
the work.

(i) Chemicals and toxicants: The Company

manages chemicals and toxicants for R&D
and commodity inspection purposes in
accordance with the requirements of the
Occupational Safety and Health Ordinance
and the Environmental Protection Regula-
tions (on the storage of liquid ingredients
and waste liquids, entry and exit registration,
periodic filing and regular SDS updates).

(iii) Health management: According to the

"Employee Health Check Practices" and
related regulations, the Company annually
offers special-operation health checks to
employees who are exposed to noises or
chemicals or in contact with the products,
and offers a general health check for employ-
ees over a certain age every 3 to 5 years. In
2016, the Company enhanced staff care and
launched a full-company health check. In the
future, the Company will continue working
toward the goal of a full-company health

check every year.
Year | Number of Health Checks Performed
2014 174
2015 257
2016 277

For the prevention and handling of accidents
in the plant, the plant is currently equipped
with qualified nursing staff, nursing carts
and the Health Management Center, and



each production unit (at the entrance)

is equipped with a first-aid box and AED

equipment for emergency use.

(iv) Occupational hazards: The Company did not

have any major occupational hazards from

2015to 2016.

F. Other important agreements: Nil. The Company

regularly holds labor meetings to facilitate

communication between the employees and the

Company.

G. Any loss due to labor disputes in the past year

and as of the date of publication of the annual

report: Nil. The Company and its employees have

always maintained the spirit of mutual cooper-

ation and teamwork, and continue to achieve

higher business goals with their joint efforts.

6. Important Contracts:

In addition to regular supply and sales contracts

with its distributors and agents throughout the

province, the Company has the following contracts

in place:

No. Contract Type

Counterparty

Contract Start and Ending
Dates

Contents

1 |[Construction contract

Fu Tsu Construction

Oct 17,2016 - Mar 10, 2018

Civil and electromechanical project
contract for the new Longtan plant

2 |Construction contract

JF DESIGN jobs farm interior
Decoration Engineering Corp.

Oct 8,2016 - Jan 25,2017

Decoration and mechanical and
electrical engineering contract for Grape
King Health and Energy Center (Story
Museum)

3 |Construction contract

Pu Li Jie Engineering

Sep 1,2016 - Dec 31,2016

Plant renovation contract

Commissioned project

contract

Chung Shan Medical University

Aug 15,2016 - Aug 31, 2017

Evaluation of mycelium function
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1. Condensed Balance Sheet and Consolidated Income Statement for the Past Five

Years

(1) Concise Consolidated Balance Sheet - Adopting International Financial Reporting Standards

Unit: NT$1,000

Year Financial analysis for the past five years Financial data of
2012 2013 2014 2015 2016 the current year as
Item of March 31,2017
Current assets 1,863,133 1,829,990 1,965,711 2,650,568 2,970,564 2,890,195
Property, plant and
) 1,576,028 1,820,462 2,067,880 5,596,702 6,084,377 6,144,222
equipment
Intangible assets - - 11,211 13,195 26,635 25,195
Other assets 436,275 978,399 1,324,017 351,900 468,180 478,994
Total assets 3,875,436 4,628,851 5,368,819 8,612,365 9,549,756 9,538,606
Before
. 979,588 1,218,433 1,463,042 1,788,317 2,473,150 2,220,479
Current distribution
iabiliti After Not yet
UELANEES - ol 1665642 2116751  2,552872| 2874525 Y Not yet distributed
distribution distributed
Non-current liabilities 175,121 189,607 189,069 2,604,492 1,293,657 1,268,657
Before
o 1,154,709| 1,408,040/  1,652,111| 4,392,809 3,766,807 3,489,136
Total distribution
iabiliti After Not yet
UELIBES - ke 1840763 2,306,358 2741041  s5479017| 07 Not yet distributed
distribution distributed
Interests attributable to
2,413,335 2,771,894 3,070,952 3,478,209 4,808,012 4,951,848
parent company owner
Captical stock 1,302,350 1,302,350 1,302,350 1,303,001 1,352,142 1,352,142
Capital reserve 4,363 4,363 4,363 59,567 799,221 799,221
Before
. . 1,104,700 1,467,154 1,758,316 2,115,246 2,682,853 2,941,678
Retained |distribution
i After Not yet
earnings  \ARE 622,831 815979| 1068070 1385565 7 Not yet distributed
distribution distributed
Other interests 1,922 (1,973) 5,923 395 (26,204) (50,131)
Treasury stock - - - - - (91,062)
Before
Non- . 307,392 448917 645,756 741,347 974,937 1,097,622
controllin distribution
i ¢ After 103,207 201,774 246,172 384,820 Notyet Not yet distributed
5 5 b 9 ) ot yet distribute
interests distribution distributed i
Before
. 2,720,727 3,220,811 3,716,708 4,219,556 5,782,949 6,049,470
Total equit distribution
quity After Not yet L
. 2,034,673 2,322,493 2,626,878 3,133,348 L Not yet distributed
distribution distributed

Note: The information above was certified by the CPAs.



(2) Concise Individual Balance Sheet - Adopting International Financial Reporting Standards

Unit: NT$1,000

Year Financial analysis for the past five years Financial data of
2012 2013 2014 2015 2016 the current year as
Item of March 31,2017
Current assets 779,055 828,972 806,658 1,532,292 1,257,523
Property, plant and
) 853,257 936,447 1,103,267 1,751,836 2,278,534
equipment
Intangible assets - - 11,211 13,195 26,278
Other assets 1,196,419 1,441,974 1,670,325 1,761,881 2,371,639
Total assets 2,828,731 3,207,393 3,591,461 5,059,204 5,933,974
Before
. 273,850 309,712 408,879 529,117 860,470
Current distribution
iabiliti After Not yet
UEIBQUES S i 755,719 960,887| 1,009,125 1258798] oY
distribution distributed
Non-current liabilities 141,546 125,787 111,630 1,051,878 265,492
Before
. 415,396 435,499 520,509 1,580,995 1,125,962
Total distribution
N tter Not yet
liabilities | Ater 897,265  1086674| 1210755 2310676 )
distribution distributed
Interests attributable to
2,413,335 2,771,894 3,070,952 3,478,209 4,808,012 i
parent company owner Not applicable
Capital stock 1,302,350 1,302,350 1,302,350 1,303,001 1,352,142
Capital reserve 4,363 4,363 4,363 59,567 799,221
Before
. . 1,104,700 1,467,154 1,758,316 2,115,246 2,682,853
Retained |distribution
i After Not yet
earnings = 622,831 815979|  1,068070| 1385565
distribution distributed
Other interests 1,922 (1,973) 5,923 395 (26,204)
Treasury stock - - - - -
Non- B.efore . i i ) i i
controllin distribution
. g After
interests | gistribution
Before
L. 2,413,335 2,771,894 3,070,952 3,478,209 4,808,012
Total equit distribution
q Y after Not yet
. 1,931,466 2,120,719 2,380,706 2,748,528 o
distribution distributed

Note: The information above was certified by the CPAs.
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(3) Concise Consolidated Income Statement - Adopting International Financial Reporting Standards

Unit: NT$1,000

Year Financial analysis for the past five years Financial data of the
2012 2013 2014 2015 T || AR
Item March 31,2017
Operating revenue 4,611,719| 5,639,456 6,282,859 7,247,855| 9,185,021 2,003,929
Gross profit 4,028,186 4,983,023| 5,561,235 6,385,141| 7,919,032 1,739,356
Operating income 968,624| 1,329,929| 1,599,792 1,812,416| 2,234,022 447,068
Non-operating income and expenses 47,086 97,350 89,426 70,188 78,477 14,446
Income from continuing operations
) 1,015,710 1,427,279| 1,689,218 1,882,604 2,312,499 461,514
before income tax
Net income of continuing business units 835,996/ 1,181,429| 1,386,513| 1,546,884| 1,886,920 381,510
Loss of suspended business unit - - - - - -
Net income 835,996| 1,181,429| 1,386,513 1,546,884 1,886,920 381,510
Other comprehensive income, net of tax 982 4,709 7,702 (10,061) (26,114) (23,927)
Total comprehensive income 836,978| 1,186,138| 1,394,215 1,536,823 1,860,806 357,583
Net income attributable to stockholders
608,381 835,762 942,483 1,051,652| 1,296,769 258,825
of the parent
Net income attributable to non-
L. 227,615 345,667 444,030 495,232 590,151 122,685
controlling interests
Total comprehensive income attributable
609,477 840,428 950,233 1,041,648, 1,270,689 234,898
to stockholders of the parent
Total comprehensive income attributable
L. 227,501 345,710 443,982 495,175 590,117 122,685
to non-controlling interests
Earnings per share 4.67 6.42 7.24 8.07 9.82 1.92

Note: The information above was certified or reviewed by the CPAs.

(4) Concise Individual Income Statement - Adopting International Financial Reporting Standards

Unit: NT$1,000

Year Financial analysis for the past five years Financial data of the
2012 2013 2014 2015 Ty || LI
Item March 31,2017
Operating revenue 2,884,677| 3,548,720 1,393,749| 1,546,041| 1,828,031
Gross profit 2,374,908| 2,980,892 771,557 817,374 962,265
Operating income 323,593 339,884 331,987 315,185 321,370
Non-operating income and expenses 348,061 563,888 689,050 818,197 1,066,006
Income from continuing operations
) 671,654 903,772 1,021,037| 1,133,382 1,387,376
before income tax
Net income of continuing business units 608,381|  835,762| 942,483| 1,051,652| 1,296,769
Loss of suspended business unit - - - - -
Net income 608,381 835,762 942,483| 1,051,652| 1,296,769
Other comprehensive income, net of tax 1,096 4,666 7,750 (10,004) (26,080) }
Total comprehensive income 609,477| 840,428|  950,233| 1,041,648 1,270,689 Not applicable
Net income attributable to stockholders
608,381 835,762 942,483 1,051,652| 1,296,769
of the parent
Net income attributable to non-
controlling interests
Total comprehensive income attributable
609,477 840,428 950,233 1,041,648, 1,270,689
to stockholders of the parent
Total comprehensive income attributable
to non-controlling interests
Earnings per share 4.67 6.42 7.24 8.07 9.82

Note: The information above was certified or reviewed by the CPAs.




(5) Auditing CPAs and audit opinions in the past five years

Year Accounting firm Auditing CPAs Audit opinion

2012 |PKF Taiwan Bo-Yan Hsu, Ming-Yu Wen Revised unqualified opinion

2013 |PKF Taiwan Bo-Yan Hsu, Ming-Yu Wen Revised unqualified opinion

2014 |PKF Taiwan Bo-Yan Hsu, Jing-Hsien Hsu Revised unqualified opinion

2015 |Ernst & Young Certified Public Accountants |Mars Hung, James Wang Revised unqualified opinion

. . Unqualified opinion with emphasized
2016 |Ernst & Young Certified Public Accountants |Mars Hung, James Wang
paragraphs or other paragraphs

2. Financial Analysis

(1) Consolidated Financial Analysis

Financial analysis for the past five years Rate of
Current year
Year (Note 1) change
as of March
Item (Note 2) 2012 2013 2014 2015 | 2016 from 2015
31,2017
to 2016
. . Debt to asset ratio 29.80 30.42 30.77| 51.01| 39.44 36.58 -23%
Financial -
Long term capital to property,
structure (% ) . ) 183.74 187.34 188.88| 121.93| 116.31 119.11 -5%
plant and equipment ratio
Current ratio 190.20 150.19 134.36| 148.22| 120.11 130.16 -19%
Solvency (% ) |Quick ratio 167.67 129.68 114.91| 126.81| 101.20 107.87 -20%
Interest coverage ratio 553.44| 10,843.62|19,643.07| 82.37| 73.93 105.56 -10%
Receivable turnover rate (times) 31.84 48.27 65.81| 71.86| 59.69 42.68 -17%
Average cash recovery day 11.46 7.56 554/ 5.08/ 6.11 8.55 20%
Inventory turnover rate (times) 2.41 2.51 2.38 2.29 2.93 231 28%
Operating Payable turnover rate (times) 7.25 7.47 6.68 6.14 7.22 5.69 18%
capacity Days sales outstanding 151.45 145.41| 153.36| 159.39| 124.57 158.01 -22%
Property, plant and equipment
) 2.94 3.33 3.23 1.89 1.57 131 -17%
turnover rate (times)
Total asset turnover rate (times) 1.26 1.33 1.26 1.04 1.01 0.84 -3%
Return on assets (%) 22.85 27.79 27.74| 22.40| 21.07 16.14 -6%
Return on equity (%) 32.39 39.77 39.97| 38.98| 37.73 25.79 -3%
o Pre-tax net profit to paid-in
Profitability ) ) 77.99 109.59 129.71| 144.52| 174.19 136.53 21%
capital ratio (%)
Net profit rate (%) 18.13 20.90 22.07| 21.34| 20.54 19.04 -4%
Earnings per share (NT$) 4.67 6.42 7.24| 807 9.82 1.92 22%
Cash flow ratio (%) 119.19 129.33 131.35| 73.08| 113.34 20.29 55%
Cash flow Cash flow adequacy ratio (%) 122.91 112.52 108.71| 81.49| 88.10 88.35 8%
Cash reinvestment ratio (%) 15.13 19.12 19.47 2.62| 19.78 5.03 655%
Operating leverage 1.73 1.66 1.65 1.57 171 1.87 9%
Leverage
Financial leverage 1.00 1.00 1.00, 1.01] 1.01 1.01 0%

ing in a decrease in the debt ratio.

Reasons for changes of over 20% in financial ratios over the past two years:

1. Debt to asset ratio: It is mainly due to the conversion of convertible corporate bonds into ordinary shares, result-

2. Quick ratio: It is mainly due to (1) the revenue growth of the direct sales channel, resulting in an increase in the
bonus amount; (2) the addition of plants and production line equipment, resulting in an increase in the equip-

ment cost payable and a decrease in the quick ratio.

3. Average cash recovery day: It is mainly due to a growth of 35.1% in the fourth-quarter sales revenue over the
previous period, resulting in an increase in receivables at the end of the year and an increase in the average cash
recovery day.

. Inventory turnover rate (times): It is mainly due to the revenue growth in 2016, resulting in an increase in operat-
ing costs and an increase in the inventory turnover rate.

. Days sales outstanding: It is mainly due to the revenue growth in 2016, resulting in a decrease in the days sales
outstanding.

. Pre-tax net profit to paid-in capital ratio: It is mainly due to the revenue growth in 2016, resulting in an increase in
the pre-tax net profit of 22.84% over last year.

7. Earnings per share: It is mainly due to the revenue growth and an increase in the Company’s profit.

8. Cash flow ratio and cash reinvestment ratio: It is mainly due to the revenue growth in 2016 and an increase in the

operating cash inflow.
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Note 1: The information above was certified by the accountants.
Note 2: The financial ratios are calculated as follows:
1. Financial structure
(1) Debt to asset ratio = total liabilities / total assets
(2) Long term capital to property, plant and equipment ratio = (total equity + non-current liabilities) / net property, plant and
equipment
2. Solvency
(1) Current ratio = current assets / current liabilities
(2) Quick ratio = (current assets - inventory - prepaid expenses) / current liabilities
(3) Interest coverage ratio = net profit before income tax and interest expense / interest expense in the current period.
3. Operating capacity
(1) Receivable (including accounts receivable and notes receivable due to business) turnover rate = net sales / average receivables for
each period (including accounts receivable and notes receivable due to business)
(2) Average cash recovery date = 365 / receivables turnover rate
(3) Inventory turnover rate = sales cost / average inventory
(4) Payable (including accounts payable and notes payable due to business) turnover rate = cost of sales / average balance payable
on each period (including accounts payable and notes payable due to business)
(5) Days sales outstanding = 365 / inventory turnover rate
(6) Property, plant and equipment turnover rate = net sales / net average property, plant and equipment value
(7) Total asset turnover rate = net sales / average total assets
. Profitability
) Return on assets = [after tax profit and loss + interest expense X (1 - tax rate)] / average total assets
) Return on equity = after tax profit and loss / average equity
)
)

IS

Net profit rate = after tax profit and loss / net sales
Earnings per share = (profit or loss attributable to parent company owner - special dividend) / weighted average number of issued
shares
5. Cash flow
(1) Cash flow ratio = net cash flow from operating activities / current liabilities.
(2) Cash flow adequacy ratio = net cash flow from operating activities in the last five years / (capital expenditure + inventory increase
+ cash dividend) in the last five years
(3) Cash reinvestment ratio = (net cash flow from operating activities - cash dividends) / (gross property, plant and equipment + long
term investment + other non-current assets + working capital)
6. Leverage:
(1) Operating leverage = (net operating income - changing operating costs and expenses) / operating profit
(2) Financial leverage = operating profit / (operating profit - interest expense)



(2) Individual Financial Analysis

Financial analysis for the past five years (Note Rate of
Current year
Year 1) change
Item (Note 2) as of March from 2015
B 2012 | 2013 | 2014 | 2015 | 2016 | 31,2017 | O
to 2016
. . Debt to asset ratio 14.68 13.58 14.49| 31.25| 18.97 -39%
Financial -
Long term capital to property,
structure (% ) ) ) 299.43 309.43 288.47| 258.59| 222.67 -14%
plant and equipment ratio
Current ratio 284.48 267.66 197.29| 289.59| 146.14 -50%
Solvency (% ) |Quick ratio 214.57 202.48 138.58| 230.24| 106.36 -54%
Interest coverage ratio 366.31| 6,866.69|11,873.52| 174.75| 103.74 -41%
Receivable turnover rate (times) 15.15 19.55 7.66| 7.75| 8.01 3%
Average cash recovery day 24.09 18.67 47.65| 47.10| 45.57 -3%
Inventory turnover rate (times) 2.72 2.82 2.74 2.63 2.63 0%
Operating Payable turnover rate (times) 7.63 8.46 744 648 1.1 19%
capacity Days sales outstanding 134.19 129.43| 133.21| 138.78| 138.78 0%
Property, plant and equipment
Al . < 3.47 3.97 1.37 1.08 0.91 -16%
turnover rate (times) Not applicable
Total asset turnover rate (times) 1.06 1.18 0.41 0.36 0.33 -8%
Return on assets (%) 22.40 27.70 27.73| 24.44| 23.80 -3%
Return on equity (%) 26.41 32.24 32.26| 32.12| 31.30 -3%
o Pre-tax net profit to paid-in
Profitability ) ) 51.57 69.40 78.40| 87.00| 104.50 20%
capital ratio (%)
Net profit rate (%) 21.09 23.50 67.62| 68.02| 70.94 4%
Earnings per share (NT$) 4.67 6.42 7.24 8.07 9.82 22%
Cash flow ratio (%) 156.09 141.76 149.86 -| 112.55 100%
Cash flow Cash flow adequacy ratio (%) 92.61 82.25 76.99| 49.34| 44.84 -9%
Cash reinvestment ratio (%) 1.10 - - - 3.87 100%
Operating leverage 1.99 2.15 2.06 1.96 3.22 64%
Leverage
Financial leverage 1.01 1.00 1.00 1.02 1.04 2%

Reasons for changes of over 20% in financial ratios over the past two years:

1. Debt to asset ratio: It is mainly due to the conversion of convertible corporate bonds into ordinary shares, result-
ing in a decrease in the debt ratio.

2. Current ratio and quick ratio: It is mainly due to the addition of plants and production line equipment in 2016
with the funding source from redemption of financial assets held for trading, thus resulting in a decrease in the
current ratio and quick ratio.

3. Interest coverage ratio: It is mainly due to the issuance of the first domestic convertible corporate bond, resulting
in an increase in the cost of interest.

4. Pre-tax net profit to paid-in capital ratio: It is mainly due to the revenue growth in 2016, resulting in an increase in
the pre-tax net profit of 22.41% over last year.

5. Earnings per share: It is mainly due to the revenue growth and an increase in the Company’s profit.

6. Cash flow ratio and cash reinvestment ratio: It is mainly due to the revenue growth in 2016 and an increase in the
operating cash inflow.

7. Operating leverage: It is mainly due to the revenue growth in 2016.
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Note 1: The information above was certified by accountants.
Note 2: The financial ratios are calculated as follows:
1. Financial structure
(1) Debt to asset ratio = total liabilities / total assets
(2) Long term capital to property, plant and equipment ratio = (total equity + non-current liabilities) / net property, plant and
equipment
2. Solvency
(1) Current ratio = current assets / current liabilities
(2) Quick ratio = (current assets - inventory - prepaid expenses) / current liabilities
(3) Interest coverage ratio = net profit before income tax and interest expense / interest expense in the current period
3. Operating capacity
(1) Receivable (including accounts receivable and notes receivable due to business) turnover rate = net sales / average receivables for
each period (including accounts receivable and notes receivable due to business)
(2) Average cash recovery date = 365 / receivables turnover rate
(3) Inventory turnover rate = sales cost / average inventory
(4) Payable (including accounts payable and notes payable due to business) turnover rate = cost of sales / average balance payable
on each period (including accounts payable and notes payable due to business)
(5) Days sales outstanding = 365 / inventory turnover rate
(6) Property, plant and equipment turnover = net sales / net average property, plant and equipment value
(7) Total asset turnover rate = net sales / average total assets
. Profitability
) Return on assets = [after tax profit and loss + interest expense X (1 - tax rate)] / average total assets
) Return on equity = after tax profit and loss / average equity
)
)

IS

Net profit rate = after tax profit and loss / net sales
Earnings per share = (profit or loss attributable to parent company owner - special dividend) / weighted average number of issued
shares
5. Cash flow
(1) Cash flow ratio = net cash flow from operating activities / current liabilities.
(2) Cash flow adequacy ratio = net cash flow from operating activities in the last five years / (capital expenditure + inventory increase
+ cash dividend) in the last five years
(3) Cash reinvestment ratio = (net cash flow from operating activities - cash dividends) / (gross property, plant and equipment + long
term investment + other non-current assets + working capital)
6. Leverage:
(1) Operating leverage = (net operating income - changing operating costs and expenses) / operating profit.
(2) Financial leverage = operating profit / (operating profit - interest expense)



3. Supervisors' Review Report on the Latest Financial Report

Supervisors' Review Report

The Board of Directors has prepared the financial statements, the consolidated financial
statements, the business report and the earnings distribution table of the Company for the
year of 2016. After the Supervisors' verification of the books and investigation of the facts, we
are of the opinion that the above-mentioned documents correspond to the facts, and hereby
issue this report according to the law for your future reference.

To
2017 General Shareholders’ Meeting of Grape King Bio Ltd.

Supervisors  Chi-Shen Chang

Mei-Li Chen

March 21, 2017
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4. Latest Consolidated Financial Statements of the Parent Company and Subsidiaries

Audited and Certified by CPAs

AUDIT REPORT OF INDEPENDENT ACCOUNTANTS

To Grape King Bio Ltd.

Opinion
We have audited the accompanying consolidated
balance sheets of Grape K ing Bio Ltd. (the
“Company” ) and its subsidiaries as of December
31,2016 and 2015, and the related consolidated
statements of comprehensive income, changes in
equity and cash flows for the years then ended, and
notes to the consolidated financial statements,
including the summary of significant accounting
policies (together “the consolidated financial
statements” ).
In our opinion, based on our audits and the reports
of other auditor (please refer to the Other Matter -
Making Reference to the Audit of a Component
Auditor section of our report), the consolidated
financial statements referred to above present fairly,
in all material respects, the consolidated financial
position of the Company and its subsidiaries as of
December 31,2016 and 2015, and their consolidated
financial performance and cash flows for the years
then ended, in conformity with the requirements of
the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and Interna-
tional Financial Reporting Standards, International
Accounting Standards, Interpretations developed by
the International Financial Reporting Interpretations
Committee or the former Standing Interpretations
Committee as endorsed by Financial Supervisory
Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the
Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accoun-
tants and auditing standards generally accepted
in the Republic of China. Our responsibilities
under those standards are further described in
the Auditors’ Responsibilities for the Audit of the
Consolidated Financial Statements section of our

report. We are independent of the Company and
its subsidiaries in accordance with the Norm of
Professional Ethics for Certified Public Accountant
of the Republic of China (the “Norm” ), and we
have fulfilled our other ethical responsibilities in
accordance with the Norm. Base on our audits and
the reports of other auditors,we believe that the
audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our
professional judgment, were of most significance in
our audit of 2016 consolidated financial statements.
These matters were addressed in the context of

our audit of the consolidated financial statements
as awhole, and in forming our opinion thereon, and
we do not provide a separate opinion on these

matters.

Revenue Recognition

We have determined that revenue recognition is one
of the key audit matters due to the following
consideration. First of all, the consolidated revenue
amounting to NT$9,185,021 thousand for the year
ended December 31, 2016 is a significant account to
the Company’s consolidated financial statements.
Secondarily, the Company's revenue sources include
a variety of business models, including directsale,
sale through distributors, subcontracting services,
etc. Furthermore, the various and complicated

sale terms & conditions embedded in the Compa-
ny’s multiple sales contracts and/or orders also
increase the complexity of revenue recognition. As a
result, our audit procedures for distributors-sale
and subcontracting services include, but are not
limited to, identifying the models, assessing the
appropriateness of revenue recognition policy,



testing the effectiveness of the related controls
established by the management, performing test of
detail for shipping document to be agreed with
underlying sale contracts, sale cutoff testing, and
searching for significant subsequent sale return or
allowance. For the direct-sale conducted by the
Company’s subsidiary, Pro-partner Inc., the other
auditors have tested the effectiveness of relevant
controls including vouching to related orders,
shipping document and collection records, testing
sale cutoff, and searching for significant
subsequent sale return or allowance. We, as the
primary auditors, have reviewed and assessed the
other auditors’ procedures described above and
additionally tested the detail of direct-sale
transactions, including review on related sale or-
ders, shipping document and collection records. We
also consider the appropriateness of the disclosure
of operating income in Note 6 to the consolidated

financial statements.

Inventory valuation

The net carrying value of inventory as of December
31,2016 for Grape K ing Bio Ltd. and its

subsidiaries amounted to NT$434,990 thousand,
which were significant to the consolidated financial
statements. We have determined that valuation on
inventory is one of the key audit mattersin
considering that the maturity of the Company’s
main products, including health foods and beverag-
es, may be short and the policy for provision against
inventory normally involves the management’s
significant judgment. Our audit procedures there-
fore mainly include, but are not limited to, assessing
the appropriateness of policy for inventory provi-
sion including those for identifying slow-moving
inventory and analysis on inventory movement,
testing the management’s execution and compli-
ance with the control policy for identifying products
maturity including test on correctness of calculating
the duration, analyzing the reasonableness of
expiring inventory movement, examining the
compliance of computing net realizable value of
inventory based on different product maturity, and
performing the observation procedure on the
Company’s inventory physical taking, etc. We also

considered the appropriateness of the disclosure of
inventories in Note 5 and 6 to the consolidated

financial statements.

Other Matter - Making Reference to the Audit of
a Component Auditor

We did not audit the financial statements of
Pro-partner Inc., a 60%-owned subsidiary of the
Company, while they were audited by the other
auditors. Our audits, insofar as it relates to the
financial statements of Pro-partner Inc. are based
solely on the reports of the other auditors.As

of December 31, 2016 and 2015, total assets of
Pro-partner Inc. were NT$4,994,993 thousand

and NT$4,653,425 thousand, representing 52.3%
and 54.03% of the consolidated total assets of

the Company while the operating revenues for the
years then ended were NT$8,169,428 thousand
and NT$6,708,035 thousand, representing 88.94%
and 92.55% of the consolidated operating

revenues.

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

Management is responsible for the preparation and
fair presentation of the consolidated financial
statements in accordance with the requirements of
the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and Interna-
tional Financial Reporting Standards, International
Accounting Standards, Interpretations developed by
the International Financial Reporting
Interpretations Committee or the former Standing
Interpretations Committee as endorsed by Financial
Supervisory Commission of the Republic of China
and for such internal control as management
determines is necessary to enable the preparation
of consolidated financial statements that are free
from material misstatement, whether due to fraud

orerror.

In preparing the consolidated financial statements,
management is responsible for assessing the ability
to continue as a going concern of the Company and
its subsidiaries, disclosing, as applicable, matters
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related to going concern and using the going
concern basis of accounting unless management
either intends to liquidate the Company and its
subsidiaries or to cease operations, or has no

realistic alternative but to do so.

Those charged with governance, including audit
committee or supervisors, are responsible for
overseeing the financial reporting process of the
Company and its subsidiaries.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance
about whether the consolidated financial
statements as a whole are free from material
misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in
accordance with auditing standards generally ac-
cepted in the Republic of China will always detect a
material misstatement when it exists. Misstatements
can arise from fraud or error and are considered
material if, individually or in the aggregate, they
could reasonably be expected to influence the
economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with auditing
standards generally accepted in the Republic of
China, we exercise professional judgment and
maintain professional skepticism throughout the
audit. We also:

1. Identify and assess the risks of material misstate-
ment of the consolidated financial statements,
whether due to fraud or error, design and perform
audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appro-
priate to provide a basis for our opinion. The risk

2. Obtain an understanding of internal control

relevant to the audit in order to design audit
procedures that are appropriate in the circum-
stances, but not for the purpose of expressing
an opinion on the effectiveness of the internal
control of the Company and its subsidiaries.

. Evaluate the appropriateness of accounting

policies used and the reasonableness of account-
ing estimates and related disclosures made by
management.

. Conclude on the appropriateness of man-

agement’s use of the going concern basis of
accounting and, based on the audit evidence
obtained, whether a material uncertainty exists
related to events or conditions that may cast
significant doubt on the ability to continue as a
going concern of the Company and its subsid-
iaries. If we conclude that a material uncertainty
exists, we are required to draw attention in

our auditor’s report to the related disclosures

in the consolidated financial statements or, if
such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s
report. However, future events or conditions may
cause the Company and its subsidiaries to cease

to continue as a going concern.

. Evaluate the overall presentation, structure and

content of the consolidated financial statements,
including the accompanying notes, and whether
the consolidated financial statements represent

the underlying transactions and eventsin a

manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence

regarding the financial information of the entities
or business activities within the Company and its
subsidiaries to express an opinion on the
consolidated financial statements. We are
responsible for the direction, supervision and
performance of the group audit. We remain solely

responsible for our audit opinion.

of not detecting a material misstatement resulting
from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the

override of internal control.

We communicate with those charged with gover-
nance regarding, among other matters, the planned
scope and timing of the audit and significant audit
findings, including any significant deficiencies in
internal control that we identify during our audit.



We also provide those charged with governance
with a statement that we have complied with rele-
vant ethical requirements regarding independence,
and to communicate with them all relationships and
other matters that may reasonably be thought to
bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged
with governance, we determine those matters

that were of most significance in the audit of 2016
consolidated financial statements and are therefore
the key audit matters. We describe these matters

in our auditor’ s report unless law or regulation
precludes public disclosure about the matter or
when, in extremely rare circumstances, we deter-
mine that a matter should not be communicated

in our report because the adverse consequences of
doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

Ernst & Young
March 21,2017
Taipei, Taiwan,
Republic of China

Notices to Readers

The accompanying consolidated financial statements

are intended only to present the consolidated financial
position, results of operations and cash flows in accordance
with accounting principles and practices generally accepted
in the Republic of China and not those of any other jurisdic-
tions. The standards, procedures and practices to review
such consolidated financial statements are those generally

accepted and applied in the Republic of China
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English Translation of Consolidated Financial Statements Originally Issued in Chinese
GRAPE KING BIO LTD.
CONSOLIDATED BALANCE SHEETS
As of December 31, 2016 and 2015
(Amounts Expressed in Thousands of New Taiwan Dollars)

a)1joud |edueuly

Assets Notes 2016 2015 Liabilities and Stockholders' Equity Notes 2016 2015
Current assets Current liabilities
Cash and cash equivalents 4,6(1) $1,899,302 $1,432,560 Bank loans 6(12),8 $50,000 $-
Financial assets at fair value through profit 4,6(2) 346,062 721,594 Notes payable 11,335 774
or loss, current Accounts payable 186,737 152,077
Debt investments without active market 4,6(4) 43,385 4,995 Other payables 6(13) 1,686,213 1,317,835
Notes receivable, net 4,6(5) 5,098 8,312 Other payables-related parties 7 33,079 27,347
Accounts receivable, net 4,6(6) 196,383 75,553 Current tax liabilities 4,5,6(25) 288,031 192,612
Accounts receivable-related parties, net 4,6(6),7 2,907 12,720 Other current liabilities 6(14) 174,668 71,205
Other receivables 4 4,056 1,688 Current portion of long-term debt 4,6(16),8 43,087 26,467
Inventories, net 4,5,6(7) 434,990 359,474 Total current liabilities 2,473,150 1,788,317
Prepayments 4,6(8) 32,645 23,253
Other current assets 4,6(8) 5,736 10,419
Total current assets 2,970,564 2,650,568  Non-current liabilities
Bonds payable 4,6(15) 168,981 946,164
Long-term debt 4,6(16),8 943,523 1,466,867
Non-current assets Deferred tax liabilities 4,5,6(25) 69,272 69,155
Financial assets at fair value through profit 4,5,6(2),(15) 87 2,373 Other liabilities 4,6(17),(19) 111,881 122,306
or loss, non-current Total non-current liabilities 1,293,657 2,604,492
Financial assets measured at cost 4,6(3) 28,028 28,028
Debt investments without active market 4,6(4),8 4,460 1,860
Property, plant and equipment 4,6(9),8 6,084,377 5,596,702 Total liabilities 3,766,807 4,392,809
Investment properties 4,6(10) 185,985 185,985
Intangible assets 4,6(11) 26,635 13,195  Equity attributable to the parent company
Deferred tax assets 4,5,6(25) 22,381 5,973 Capital 6(20)
Other assets-others 4,6(8),8 227,239 127,681 Common stock 1,352,142 1,303,001
Total non-current assets 6,579,192 5,961,797 Additional paid-in capital 6(15),(20) 799,221 59,567
Retained earnings 6(20)
Legal reserve 545,536 440,371
Special reserve 74,671 74,671
Unappropriated earnings 2,062,646 1,600,204
Other components of equity (26,204) 395
Non-controlling interests 6(20) 974,937 741,347
Total equity 5,782,949 4,219,556
Total assets $9,549,756 $8,612,365  Total liabilities and equity $9,549,756 $8,612,365

The accompanying notes are an integral part of the consolidated financial statements.



English Translation of Consolidated Financial Statements Originally Issued in Chinese

GRAPE KING BIO LTD.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the years ended December 31,2016 and 2015

(Amounts Expressed in Thousands of New Taiwan Dollars, Except for Earnings per Share)

Notes 2016 2015
Operating revenues 4,6(21),7 $9,185,021 $7,247,855
Operating costs 7 (1,265,989) (862,714) VI .
Gross profit 7,919,032 6,385,141 -
Operating expenses 7 5’
Selling and marketing (5,003,657) (4,044,908) g
General and administrative (567,321) (429,136) 8
Research and development (114,032) (98,681) ;
Operating expenses total (5,685,010) (4,572,725) 3
Operating income 2,234,022 1,812,416 (__.Fh
Non-operating income and expenses
Other income 6(23),7 109,990 92,017
Other gain and losses 6(23),7 194 1,307
Finance costs 6(23) (31,707) (23,136)
Non-operating income and expenses total 78,477 70,188
Income from continuing operations before income tax 2,312,499 1,882,604
Income tax expense 4,6(25) (425,579) (335,720)
Net income 1,886,920 1,546,884
Other comprehensive income 6(24)
Items that may be reclassified subsequently to profit or loss
Actuarial gain (loss) from defined benefit plans 584 (5,461)
Income tax related to items that may not be reclassified subsequently to P/L (99) 928
Items that may be reclassified subsequently to profit or loss
Exchange differences on translation of foreign operations (26,599) (5,528)
Income tax related to items that may be reclassified subsequently to P/L - -
Total other comprehensive income, net of tax (26,114) (10,061)
Total comprehensive income $1,860,806 $1,536,823
Net income attributable to:
Stockholders of the parent $1,296,769 $1,051,652
Non-controlling interests 590,151 495,232
$1,886,920 $1,546,884
Total comprehensive income attributable to:
Stockholders of the parent $1,270,689 $1,041,648
Non-controlling interests 590,117 495,175
$1,860,806 $1,536,823
Earnings per share-basic(NTD) 6(26) $9.82 $8.07
Earnings per share-diluted(NTD) 6(26) $9.57 $7.94

The accompanying notes are an integral part of the consolidated financial statements.
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English Translation of Consolidated Financial Statements Originally Issued in Chinese
GRAPE KING BIO LTD.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For the years ended December 31,2016 and 2015

(Amounts Expressed in Thousands of New Taiwan Dollar)

Retained Earnings Other Components of equity

Exchange
Differences on

Translation of

Additional Special Unappropriated Foreign Non-Controlling
Common Stock  Paid-in Capital ~ Legal Reserve Reserve Earnings Operations Total Interests Total Equity

Balance as of January 1, 2015 $1,302,350 $4,363 $346,123 $74,671 $1,337,522 $5,923 $3,070,952 $645,756 $3,716,708
Appropriations of prior year's earnings

Legal capital reserve 94,248 (94,248) - -

Cash dividends (690,246) (690,246) (399,584) (1,089,830)
Changes in capital surplus

Embedded conversion options derived 45,273 45,273 45,273

from convertible bonds

Shares from bonds converted 651 9,931 10,582 10,582
Net income, 2015 1,051,652 - 1,051,652 495,232 1,546,884
Other comprehensive income, 2015 (4,476) (5,528) (10,004) (57) (10,061)
Total comprehensive income, 2015 - - - - 1,047,176 (5,528) 1,041,648 495,175 1,536,823
Balance as of December 31, 2015 1,303,001 59,567 440,371 74,671 1,600,204 395 3,478,209 741,347 4,219,556
Appropriations of prior year's earnings

Legal capital reserve 105,165 (105,165) - -

Cash dividends (729,681) (729,681) (356,527) (1,086,208)
Changes in capital surplus

Embedded conversion options derived - -

from convertible bonds

Shares from bonds converted 49,141 739,654 788,795 788,795
Net income, 2016 1,296,769 1,296,769 590,151 1,886,920
Other comprehensive income, 2016 519 (26,599) (26,080) (34) (26,114)
Total comprehensive income, 2016 - - - - 1,297,288 (26,599) 1,270,689 590,117 1,860,806
Balance as of December 31, 2016 $1,352,142 $799,221 $545,536 $74,671 $2,062,646 ($26,204) $4,808,012 $974,937 $5,782,949

The accompanying notes are an integral part of the consolidated financial statements.



English Translation of Consolidated Financial Statements Originally Issued in Chinese
GRAPE KING BIO LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2016 and 2015
(Amounts Expressed in Thousands of New Taiwan Dollars)

Cash flows from operating activities:
Net income (loss) before tax
Adjustments to reconcile net income (loss) before tax to net cash
provided by (used in) operating activities:
Depreciation
Amortization
Bad debt expenses
Net gain of financial assets at fair value through profit or loss
Interest expense
Interest revenue
Dividend revenue
Loss on disposal of property, plant and equipment
Changes in operating assets and liabilities:
Financial asset held for trading
Notes receivable
Accounts receivable
Accounts receivable-related parties
Other receivables
Inventories
Prepayments
Other current assets
Notes payable
Accounts payable
Accounts payable-related parties
Other payables
Other payables-related parties
Receipts in advance
Other current liabilities
Accrued pension liabilities
Cash generated from operations
Interest received
Interest paid
Income tax paid
Net cash provided by (used in) operating activities

2016 2015
$2,312,499 $1,882,604
205,015 149,781
4,281 610
2,299 25
(1,472) (3,592)
31,707 23,136
(3,432) (3,387)
) -
1,230 14,056
377,532 (513,825)
3,214 (1,432)
(122,874) 2,913
9,813 616
(2,397) 26
(75,516) (91,206)
(3,524) (3,952)
4,683 (9,223)
10,561 (5,617)
34,660 31,248
- (987)
293,060 128,681
5,732 25,702
(11,241) 30,806
111,264 (1,913)
(22,357) (10,357)
3,164,735 1,644,713
3,461 3,387
(18,500) (16,696)
(346,568) (324,474)
2,803,128 1,306,930

Cash flows from investing activities:
Acquisition of bond investments with no active market
Acquisition of financial assets measured at cost
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Decrease (Incerase) in refundable deposits
Acquisition of intangible assets
Other non-financial assets
Cash dividends received
Net cash provided by (used in) investing activities

Cash flows from financing activities:

Increase in short-term loans

Cash received from issurance of debenture

Increase in long-term loans

Repayment of long-term loans

Increase in deposits received

Cash dividends distributed

Net cash provided by (used in) investing activities

Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

The accompanying notes are an integral part of the consolidated financial statements.

2016 2015
(40,990) (4,995)
- (9,526)
(736,118) (2,634,649)
276 -
(11,528) 5,472
(17,721) (2,594)
(2,659) (383)
2 -
(808,738) (2,646,675)
50,000 -

- 995,000

- 1,800,000
(506,724) (306,666)
16,372 200
(1,086,208) (1,089,830)
(1,526,560) 1,398,704
(1,088) (234)
466,742 58,725
1,432,560 1,373,835
$1,899,302 $1,432,560
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English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese
Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

1. History and organization

Grape King Bio Ltd. (The Company) was incorporated as a listed company limited by shares
under the provisions of Company Act, the Securities and Exchange Act and other related
regulations of the Republic of China (R.O.C.). In April 1971, the Company was officially
registered as "Grape King Food Limited" and started its operation. In 1979, the Company
merged with "China Fuso Seiko Pharmaceutical Industries Ltd." and was renamed as "Grape
King Inc." In 1981, the Company further merged "Head Fancy Cosmetics Co. Ltd." The
Company’s stocks were listed and publicly traded on the Taiwan Stock Exchange (TWSE)
starting December 1982. In the annual shareholders' meeting held onJune 12, 2002, the Company
resolved to change its name for "Grape King Bio Ltd". The Company is engaged in the
production and sales of pharmaceutical preparation, patent medicine, liquid tonic, drink, healthy
food, etc. The Company’s registered office and main business location is at No.402, Sec. 2, Jinling
Rd., Pingzhen Dist., Taoyuan City 324, Taiwan, Republic of China.

. Date and procedures of authorization of financial statements for issuance

The consolidated financial statements of the Company and its subsidiaries (“the Group”) for the
years ended 31 December 2016 and 2015 were authorized for issuance at March 21, 2017 by the
Company’s Board of Directors.

3. Newly issued or revised standards and interpretations

(1) Standards or interpretations issued, revised or amended, which are recognized by Financial
Supervisory Commission (“FSC”), but not yet adopted by the Group at the date of issuance
of the Group’s financial statements are listed below.

(a) IAS 36 “Impairment of Assets” (Amendment)

This amendments relate to the amendment issued in May 2011 and requires entities to
disclose the recoverable amount of an asset (including goodwill) or a cash-generating
unit when an impairment loss has been recognized or reversed during the period. The
amendment also requires detailed disclosure of how the fair value less costs of disposal
has been measured when an impairment loss has been recognized or reversed, including
valuation techniques used, level of fair value hierarchy of assets and key assumptions
used in measurement. The amendments are effective for annual periods beginning on or
after January 1, 2014.
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(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

(b)

(c)

(d)

(e)

IFRIC 21 “Levies”

This interpretation provides guidance on when to recognize a liability for a levy imposed
by a government (both for levies that are accounted for in accordance with IAS 37
Provisions, Contingent Liabilities and Contingent Assets and those where the timing
and amount of the levy is certain). The interpretation is effective for annual periods
beginning on or after January 1, 2014.

IAS 39 “Financial Instruments: Recognition and Measurement” (Amendment)

Under the amendments, there would be no need to discontinue hedge accounting if a
hedging derivative was notated, provided certain criteria are met. The interpretation is
effective for annual periods beginning on or after January 1, 2014.

IAS 19 “Employee Benefits” (Defined benefit plans: employee contributions)

The amendments apply to contributions from employees or third parties to defined
benefit plans. The objective of the amendments is to provide a policy choice for a
simplified accounting for contributions that are independent of the number of years of
employee service, for example, employee contributions that are calculated according to
a fixed percentage of salary. The amendments are effective for annual periods beginning
on or after July 1, 2014.

Improvements to International Financial Reporting Standards (2010-2012 cycle):
IFRS 2 “Share-based Payment”

The annual improvements amend the definitions of 'vesting condition' and 'market
condition' and add definitions for 'performance condition' and 'service condition' (which
were previously part of the definition of 'vesting condition'). The amendments
prospectively apply to share-based payment transactions for which the grant date is on
or after July 1, 2014.

IFRS 3 “Business Combinations”

The amendments include: (1) deleting the reference to "other applicable IFRSs" in the
classification requirements; (2) deleting the reference to "IAS 37 Provisions, Contingent
Liabilities and Contingent Assets or other IFRSs as appropriate", other contingent
consideration that is not within the scope of IFRS 9 shall be measured at fair value at
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English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese

Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

each reporting date and changes in fair value shall be recognized in profit or loss; (3)
amending the classification requirements of IFRS 9 Financial Instruments to clarify that
contingent consideration that is a financial asset or financial liability can only be
measured at fair value, with changes in fair value being presented in profit or loss
depending on the requirements of IFRS 9. The amendments apply prospectively to
business combinations for which the acquisition date is on or after July 1, 2014.

IFRS 8 “Operating Segments”

The amendments require an entity to disclose the judgements made by management in
applying the aggregation criteria to operating segments. The amendments also clarify
that an entity shall only provide reconciliations of the total of the reportable segments'
assets to the entity's assets if the segment assets are reported regularly. The amendments
are effective for annual periods beginning on or after July 1, 2014.

IFRS 13 “Fair Value Measurement”

The amendments to the Basis for Conclusions of IFRS 13 clarify that when deleting
paragraph B5.4.12 of IFRS 9 Financial Instruments and paragraph AG79 of IAS 39
Financial Instruments: Recognition and Measurement as consequential amendments
from IFRS 13 Fair Value Measurement, the IASB did not intend to change the
measurement requirements for short-term receivables and payables.

IAS 16 “Property, Plant and Equipment”

The amendments clarify that when an item of property, plant and equipment is revalued,
the accumulated depreciation at the date of revaluation is adjusted to equal the difference
between the gross carrying amount and the carrying amount of the asset. The
amendments are effective for annual periods beginning on or after July 1, 2014.

IAS 24 “Related Party Disclosures”

The amendments clarify that an entity providing key management personnel services to
the reporting entity or to the parent of the reporting entity is a related party of the
reporting entity. The amendments are effective for annual periods beginning on or after
July 1, 2014.



English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese

Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

®

IAS 38 “Intangible Assets”

The amendments clarify that when an intangible asset is revalued, the accumulated
amortization at the date of revaluation is adjusted to equal the difference between the
gross carrying amount and the carrying amount of the asset. The amendments are
effective for annual periods beginning on or after July 1, 2014.

Improvements to International Financial Reporting Standards (2011-2013 cycle):
IFRS 1 “First-time Adoption of International Financial Reporting Standards”

The amendments clarify that an entity, in its first IFRS financial statements, has the
choice between applying an existing and currently effective IFRS or applying early a
new or revised IFRS that is not yet mandatorily effective, provided that the new or
revised [FRS permits early application.

IFRS 3 “Business Combinations”

This amendments clarify that paragraph 2(a) of IFRS 3 Business Combinations excludes
the formation of all types of joint arrangements as defined in IFRS 11 Joint
Arrangements from the scope of IFRS 3; and the scope exception only applies to the
financial statements of the joint venture or the joint operation itself. The amendments
are effective for annual periods beginning on or after July 1, 2014.

IFRS 13 “Fair Value Measurement”

The amendments clarify that paragraph 52 of IFRS 13 includes a scope exception for
measuring the fair value of a group of financial assets and financial liabilities on a net
basis. The objective of the amendments is to clarify that this portfolio exception applies
to all contracts within the scope of IAS 39 Financial Instruments: Recognition and
Measurement or IFRS 9 Financial Instruments, regardless of whether they meet the
definitions of financial assets or financial liabilities as defined in IAS 32 Financial
Instruments: Presentation. The amendments are effective for annual periods beginning
on or after July 1, 2014,

IAS 40 “Investment Property”

The amendments clarify the interrelationship of IFRS 3 and IAS 40 when classifying
property as investment property or owner-occupied property; in determining whether a
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€9)

(h)

specific transaction meets the definition of both a business combination as defined in
IFRS 3 Business Combinations and investment property as defined in IAS 40
Investment Property, separate application of both standards independently of each other
is required. The amendments are effective for annual periods beginning on or after July
1, 2014.

IFRS 14 “Regulatory Deferral Accounts”

IFRS 14 permits first-time adopters to continue to recognize amounts related to rate
regulation in accordance with their previous GAAP requirements when they adopt IFRS.
However, to enhance comparability with entities that already apply IFRS and do not
recognize such amounts, the Standard requires that the effect of rate regulation must be
presented separately from other items. IFRS 14 is effective for annual periods beginning
on or after January 1, 2016.

IFRS 11 “Joint Arrangements” (Accounting for Acquisitions of Interests in Joint
Operations)

The amendments provide new guidance on how to account for the acquisition of an
interest in a joint operation that constitutes a business. The amendments require the
entity to apply all of the principles on business combinations accounting in IFRS 3
“Business Combinations”, and other IFRS (that do not conflict with the guidance in
IFRS 11), to the extent of its share in a joint operation acquired. The amendments also
requires certain disclosure. The amendments are effective for annual periods beginning
on or after January 1, 2016.

IAS 16“Property, Plant and Equipment and IAS 38 “Intangible Assets” — Clarification
of Acceptable Methods of Depreciation and Amortization

The amendments clarify that the use of revenue-based methods to calculate depreciation
of an asset is not appropriate because revenue generated by an activity that includes the
use of an asset generally reflects factors other than the consumption of the economic
benefits embodied in the asset, such as selling activities and change in sales volumes or
prices. The amendments also clarify that revenue is generally presumed to be an
inappropriate basis for measuring the consumption of the economic benefits embodied
in an intangible asset. This presumption, however, can be rebutted in certain limited
circumstances. The amendments are effective for annual periods beginning on or after
January 1, 2016.
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0)

(k)

(M

IAS 16“Property, Plant and Equipment and IAS 41 “Agriculture” — Agriculture: Bearer
Plants

The IASB decided that bearer plants should be accounted for in the same way as
property, plant and equipment in IAS 16 Property, Plant and Equipment, because their
operation is similar to that of manufacturing. Consequently, the amendments include
them within the scope of IAS 16, and the produce growing on bearer plants will remain
within the scope of IAS 41. The amendments are effective for annual periods beginning
on or after January 1, 2016.

IAS 27“Separate Financial Statements” — Equity Method in Separate Financial
Statements

The IASB restored the option to use the equity method under IAS 28 for an entity to
account for investments in subsidiaries and associates in the entity’s separate financial
statements. In 2003, the equity method was removed from the options. This amendments
removes the only difference between the separate financial statements prepared in
accordance with IFRS and those prepared in accordance with the local regulations in
certain jurisdictions. The amendments are effective for annual periods beginning on or
after January 1, 2016.

Improvements to International Financial Reporting Standards (2012-2014 cycle):
IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations”

The amendments clarify that a change of disposal method of assets (or disposal groups)
from disposal through sale or through distribution to owners (or vice versa) should not
be considered to be a new plan of disposal, rather it is a continuation of the original plan.
The amendments also requires identical accounting treatment for an asset (or disposal
group) that ceases to be classified as held for sale or as held for distribution to owners.
The amendments are effective for annual periods beginning on or after January 1, 2016.

IFRS 7 “Financial Instruments: Disclosures”

The amendments clarify that a servicing contract that includes a fee can constitute
continuing involvement in a financial asset and therefore the disclosures for any
continuing involvement in a transferred asset that is derecognized in its entirety under
IFRS 7 Financial Instruments: Disclosures is required. The amendments also clarify that
whether the IFRS 7 disclosure related to the offsetting of financial assets and financial
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liabilities are required to be included in the condensed interim financial report would
depend on the requirements under IAS 34 Interim Financial Reporting. The amendments
are effective for annual periods beginning on or after January 1, 2016.

IAS 19 “Employee Benefits”

The amendments clarify the requirement under IAS 19.83, that market depth of high
quality corporate bonds is assessed based on the currency in which the obligation is
denominated, rather than the country where the obligation is located. The amendments

are effective for annual periods beginning on or after January 1, 2016.
IAS 34 “Interim Financial Reporting”

The amendments clarify what is meant by “elsewhere in the interim financial report”
under IAS 34; the amendments states that the required interim disclosures must either
be in the interim financial statements or incorporated by cross-reference between the
interim financial statements and wherever they are included within the greater interim
financial report. The other information within the interim financial report must be
available to users on the same terms as the interim financial statements and at the same
time. The amendments are effective for annual periods beginning on or after January 1,
2016.

(m) Disclosure Initiative — Amendment to IAS 1 “Presentation of Financial Statements™:

The amendments contain (1) clarifying that an entity must not reduce the
understandability of its financial statements by obscuring material information with
immaterial information or by aggregating material items that have different natures or
functions. The amendments reemphasize that, when a standard requires a specific
disclosure, the information must be assessed to determine whether it is material and,
consequently, whether presentation or disclosure of that information is warranted, (2)
clarifying that specific line items in the statement(s) of profit or loss and OCI and the
statement of financial position may be disaggregated, and how an entity shall present
additional subtotals, (3) clarifying that entities have flexibility as to the order in which
they present the notes to financial statements, but also emphasize that understandability
and comparability should be considered by an entity when deciding on that order, (4)
removing the examples of the income taxes accounting policy and the foreign currency
accounting policy, as these were considered unhelpful in illustrating what significant
accounting policies could be, and (5) clarifying that the share of OCI of associates and
joint ventures accounted for using the equity method must be presented in aggregate as
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a single line item, classified between those items that will or will not be subsequently
reclassified to profit or loss. The amendments are effective for annual periods beginning
on or after January 1, 2016.

=

(n) IFRS 10“Consolidated Financial Statements”, IFRS 12 “Disclosure of Interests in Other
Entities”, and IAS 28“Investments in Associates and Joint Ventures” — Investment
Entities: Applying the Consolidation Exception

The amendments contain (1) clarifying that the exemption from presenting consolidated
financial statements applies to a parent entity that is a subsidiary of an investment entity

a)ijoid |eueuly

when the investment entity measures all of its subsidiary at fair value, (2) clarifying that
only a subsidiary that is not an investment entity itself and provides support services to
the investment entity is consolidated when all other subsidiaries of an investment entity
are measured at fair value, and (3) allowing the investor, when applying the equity
method, to retain the fair value measurement applied by the investment entity associate
or joint venture to its interests in subsidiaries. The amendments are effective for annual

periods beginning on or after January 1, 2016.

The abovementioned standards and interpretations issued by IASB and recognized by FSC are
applicable for annual periods beginning on or after January 1, 2017. The Group assesses that

there will be no significant impact on the Group’s financial statements then.

(2) Standards or interpretations issued, revised or amended, by IASB but not yet recognized by
FSC at the date of issuance of the Group’s financial statements are listed below.

(a) IFRS 15 “Revenue from Contracts with Customers”

The core principle of the new Standard is for companies to recognize revenue to depict
the transfer of promised goods or services to customers in amounts that reflect the
consideration to which the company expects to be entitled in exchange for those goods
or services. An entity recognises revenue in accordance with that core principle by
applying the following steps:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance obligations in the contract
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation
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(b)

©

The new Standard includes a cohesive set of disclosure requirements that would result
in an entity providing users of financial statements with comprehensive information
about the nature, amount, timing and uncertainty of revenue and cash flows arising from
the entity's contracts with customers. The Standard is effective for annual periods
beginning on or after January 1, 2018.

IFRS 9“Financial Instruments”

The IASB has issued the final version of IFRS 9, which combines classification and
measurement, the expected credit loss impairment model and hedge accounting. The
standard will replace IAS 39 Financial Instruments: Recognition and Measurement and
all previous versions of IFRS 9 Financial Instruments (which include standards issued
on classification and measurement of financial assets and liabilities and hedge
accounting).

Classification and measurement: Financial assets are measured at amortized cost, fair
value through profit or loss, or fair value through other comprehensive income, based
on both the entity’s business model for managing the financial assets and the financial
asset’s contractual cash flow characteristics. Financial liabilities are measured at
amortized cost or fair value through profit or loss. Furthermore there is requirement that
‘own credit risk’ adjustments are not recognized in profit or loss.

Impairment: Expected credit loss model is used to evaluate impairment. Entities are
required to recognize either 12-month or lifetime expected credit losses, depending on
whether there has been a significant increase in credit risk since initial recognition.

Hedge accounting: Hedge accounting is more closely aligned with risk management
activities and hedge effectiveness is measured based on the hedge ratio.

The new standard is effective for annual periods beginning on or after January 1, 2018.

IFRS 10“Consolidated Financial Statements” and IAS 28“Investments in Associates
and Joint Ventures” — Sale or Contribution of Assets between an Investor and its
Associate or Joint Ventures

The amendments address the inconsistency between the requirements in IFRS 10
Consolidated Financial Statements and IAS 28 Investments in Associates and Joint
Ventures, in dealing with the loss of control of a subsidiary that is contributed to an
associate or a joint venture. IAS 28 restricts gains and losses arising from contributions
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(d)

(©)

©)

(2

of non-monetary assets to an associate or a joint venture to the extent of the interest
attributable to the other equity holders in the associate or joint ventures. IFRS 10
requires full profit or loss recognition on the loss of control of the subsidiary. IAS 28
was amended so that the gain or loss resulting from the sale or contribution of assets
that constitute a business as defined in IFRS 3 between an investor and its associate or
joint venture is recognized in full.

I[FRS 10 was also amended so that the gains or loss resulting from the sale or
contribution of a subsidiary that does not constitute a business as defined in IFRS 3
between an investor and its associate or joint venture is recognized only to the extent of

the unrelated investors’ interests in the associate or joint venture.

The effective date of the amendments has been postponed indefinitely, but early
adoption is allowed.

IFRS 16°“Leases”

The new standard requires lessees to account for all leases under a single on-balance
sheet model (subject to certain exemptions). Lessor accounting still uses the dual
classification approach: operating lease and finance lease. The Standard is effective for
annual periods beginning on or after January 1, 2019.

IAS 12“Income Taxes” — Recognition of Deferred Tax Assets for Unrealized Losses

The amendments clarify how to account for deferred tax assets for unrealized losses.
The amendments are effective for annual periods beginning on or after January 1, 2017.

Disclosure Initiative — Amendment to IAS 7 “Statement of Cash Flows”:

The amendments relate to changes in liabilities arising from financing activities and to
require a reconciliation of carrying amount of liabilities at the beginning and end of the
period. The amendments are effective for annual periods beginning on or Jan. 1, 2017.

IFRS 15 “Revenue from Contracts with Customers” — Clarifications to IFRS 15

The amendments clarify how to identify a performance obligation in a contract,
determine whether an entity is a principal or an agent, and determine whether the
revenue from granting a licence should be recognized at a point in time or over time.
The amendment are effective for annual periods beginning on or after January 1, 2018.
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(h) IFRS 2 “Shared-Based Payment” — Amendments to IFRS 2

(1)

The amendments contains (1) clarifying that vesting conditions (service and non-market
performance conditions), upon which satisfaction of a cash-settled share-based payment
transaction is conditional, are not taken into account when estimating the fair value of
the cash-settled share-based payment at the measurement date. Instead, these are taken
into account by adjusting the number of awards included in the measurement of the
liability arising from the transaction, (2) clarifying if tax laws or regulations require the
employer to withhold a certain amount in order to meet the employee’s tax obligation
associated with the share-based payment, such transactions will be classified in their
entirety as equity-settled share-based payment transactions if they would have been so
classified in the absence of the net share settlement feature, and (3) clarifying that if the
terms and conditions of a cash-settled share-based payment transaction are modified,
with the result that it becomes an equity-settled share-based payment transaction, the
transaction is accounted for as an equity-settled transaction from the date of the
modification. The equity-settled share-based payment transaction is measured by
reference to the fair value of the equity instruments granted at the modification date and
isrecognised in equity, on the modification date, to the extent to which goods or services
have been received. The liability for the cash-settled share-based payment transaction
as at the modification date is derecognised on that date. Any difference between the
carrying amount of the liability derecognised and the amount recognised in equity on
the modification date is recognised immediately in profit or loss. The amendments are
effective for annual periods beginning on or after January 1, 2018.

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts —
Amendments to IFRS 4

The amendments help to resolve issues arising from the different effective dates for
IFRS 9 “Financial Instruments” (January 1, 2018) and the new insurance contracts
standard about to be issued by the IASB (still to be decided, but not before 1 January
2020). The amendments allow entities issuing insurance contracts within the scope of
IFRS 4 to mitigate certain effects of applying IFRS 9 “Financial Instruments” before the
IASB’s new insurance contracts standard becomes effective. The amendments introduce
two approaches: an overlay approach and a temporary exemption. The overlay approach
allows an entity applying IFRS 9 to remove from profit or loss the effects of some of
the accounting mismatches that may occur from applying IFRS 9 before the new
insurance contracts standard is applied. The temporary exemption enables eligible
entities to defer the implementation date of IFRS 9 until 2021 (these entities that defer
the application of IFRS 9 will continue to apply IAS 39).
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(j) Transfers of Investment Property — Amendments to IAS 40

(k)

The amendments relate to the transfers of investment property. The amendments clarify
that a change in use occurs when the property meets, or ceases to meet, the definition of
investment property and there is evidence of the change in use, the entity should transfer
property into and out of investment property accordingly. A mere change in
management’s intentions for the use of a property does not provide evidence of a change
in use. The amendments are effective for annual periods beginning on or after January 1,
2018.

Improvements to International Financial Reporting Standards (2014-2016 cycle):

IFRS 1 “First-time Adoption of International Financial Reporting Standards”

The amendments revise and amend transition requirements relating to certain standards
and delete short-term exemptions under Appendix E for first-time adopter. The
amendments are effective for annual periods beginning on or after January 1, 2018.
IFRS 12 “Disclosure of Interests in Other Entities”

The amendments clarify that the disclosure requirements in IFRS 12, other than those in
paragraphs B10-B16, apply to an entity’s interests that are classified as held for sale or
discontinued operations. The amendments are effective for annual periods beginning on
or after January 1, 2017.

IAS 28“Investments in Associates and Joint Ventures”

The amendments clarify that when an investment in an associate or a joint venture is held
by, or is held indirectly through, an entity that is a venture capital organisation, or a mutual
fund, unit trust and other qualifying entities including investment-linked insurance funds,
the entity may elect to measure that investment at fair value through profit or loss in
accordance with IFRS 9 “Financial Instruments” on an investment-by-investment basis.
Besides, if an entity that is not itself an investment entity has an interest in an associate
or joint venture that is an investment entity, the entity may, when applying the equity
method, elect to retain the fair value measurement applied by that investment entity
associate or joint venture to the investment entity associate's or joint venture's interests in
subsidiaries on an investment-by-investment basis. The amendments are effective for
annual periods beginning on or after January 1, 2018.
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() TFRIC 22 “Foreign Currency Transactions and Advance Consideration”

The interpretation clarifies that when applying paragraphs 21 and 22 of IAS 21 “The
Effects of Changes in Foreign Exchange Rates”, in determining the spot exchange rate to
use on initial recognition of the related asset, expense or income (or part of it) on the
derecognition of a non-monetary asset or non-monetary liability relating to advance
consideration, the date of the transaction is the date on which an entity initially recognises
the non-monetary asset or non-monetary liability arising from the advance consideration.
If there are multiple payments or receipts in advance, then the entity must determine a
date of the transactions for each payment or receipt of advance consideration.The
interpretation is effective for annual periods beginning on or after January 1, 2018.

The abovementioned standards and interpretations issued by IASB have not yet endorsed by FSC
at the date when the Group’s financial statements were authorized for issue, the local effective
dates are to be determined by FSC. As the Group is still currently determining the potential
impact of the standards and interpretations listed under (a)~(b) ~ (d)~(g), it is not practicable to
estimate their impact on the Group at this point in time. All other standards and interpretations
have no material impact on the Group.

4. Summary of significant accounting policies

(1) Statement of compliance

The consolidated financial statements of the Group for the years ended December 31, 2016
and 2015 have been prepared in accordance with the Regulations Governing the Preparation
of Financial Reports by Securities Issuers (“the Regulations”) and International Financial
Reporting Standards, International Accounting Standards, and Interpretations developed by
the International Financial Reporting Interpretations Committee or the former Standing
Interpretations Committee as endorsed by the FSC.

(2) Basis of preparation

The consolidated financial statements have been prepared on a historical cost basis, except for
financial instruments that have been measured at fair value. The consolidated financial
statements are expressed in thousands of New Taiwan Dollars (“NT$”) unless otherwise
stated.
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(3) Basis of consolidation

Preparation principle of consolidated financial statement

=

Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over
the investee. Specifically, the Group controls an investee if and only if the Group has:

(a) power over the investee (i.e. existing rights that give it the current ability to direct the
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relevant activities of the investee)
(b) exposure, or rights, to variable returns from its involvement with the investee, and
(c) the ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in assessing whether it has power over

an investee, including:

(a) the contractual arrangement with the other vote holders of the investee
(b) rights arising from other contractual arrangements
(c) the Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control.

Subsidiaries are fully consolidated from the acquisition date, being the date on which the
Company obtains control, and continue to be consolidated until the date that such control
ceases. The financial statements of the subsidiaries are prepared for the same reporting
period as the parent company, using uniform accounting policies. All intra-group balances,
income and expenses, unrealized gains and losses and dividends resulting from intra-group

transactions are eliminated in full.

A change in the ownership interest of a subsidiary, without a change of control, is accounted
for as an equity transaction.

Total comprehensive income of the subsidiaries is attributed to the owners of the parent and

to the non-controlling interests even if this results in the non-controlling interests having a
deficit balance.
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If the Company loses control of a subsidiary, it:

(a) derecognizes the assets (including goodwill) and liabilities of the subsidiary;

(b) derecognizes the carrying amount of any non-controlling interest;

(c) recognizes the fair value of the consideration received,

(d) recognizes the fair value of any investment retained;

(e) recognizes any surplus or deficit in profit or loss; and

(f) reclassifies the parent’s share of components previously recognized in other
comprehensive income to profit or loss.

The consolidated entities are listed as follows:

Percentage of ownership (%)

Investor Subsidiary Main businesses 31 Dec. 2016 31 Dec. 2015

Pro-partner Inc. Sales 60% 60%

The Company (Pro-partner)(Note)

Grape King Investment 100% 100%
The Company  International Investment

Inc.(B.V.1.) (GKBVI)

Rivershine Ltd. Sales 100% 100%
The Company ) )

(Rivershine)

Shanghai Grape King Manufacturing 100% 100%
GKBVI Enterprise  Co., Ltd. and Sales

(Shanghai Grape King)

NOTE : The financial statements of Pro-partner Inc. are based solely on the reports of the
other auditors. As of 31 December 2016 and 2015, total assets of Pro-partner Inc.
were NT$4,994,993 thousand and NT$4,653,425 thousand, and the operating
revenues for the year then ended were NT$8,169,428 thousand and NT$6,708,035

thousand.
(4) Foreign currency transactions

The Group’s consolidated financial statements are presented in New Taiwan Dollar, which is
the parent company’s functional currency. Each entity in the Group determines its own
functional currency and items included in the financial statements of each entity are measured
using that functional currency.



English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese
Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

)

Transactions in foreign currencies are initially recorded by the Group entities at their
respective functional currency rates prevailing at the date of the transaction. At the reporting
date, monetary items denominated in foreign currencies are retranslated at the prevailing
functional currency closing rate of exchange; non-monetary items measured at fair value in a
foreign currency are retranslated using the exchange rates at the date when the fair value is
determined; and non-monetary items measured at historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transactions.

All exchange differences arising from the settlement or translation of monetary items are taken
to profit or loss in the period in which they arise, except for the following:

A. Foreign currency items within the scope of IAS 39 “Financial Instruments: Recognition
and Measurement” are accounted for based on the accounting policy for financial
instruments.

B. Exchange differences arising on a monetary item that forms part of a reporting entity’s
net investment in a foreign operation is recognized initially in other comprehensive
income and reclassified from equity to profit or loss on disposal of the net investment.

When a gain or loss on a non-monetary item is recognized in other comprehensive income,
any exchange component of that gain or loss is recognized in other comprehensive income.
When a gain or loss on a non-monetary item is recognized in profit or loss, any exchange

component of that gain or loss is recognized in profit or loss.
Foreign currency transactions and translation of financial statements in foreign currency

The assets and liabilities of foreign operations are translated into New Taiwan dollar at the
closing rate of exchange prevailing at the balance sheet date and their income and expenses
are translated at an average rate for the period. The exchange differences arising on the
translation are recognized in other comprehensive income under exchange differences on
translation of foreign operations. On disposal of the foreign operation, cumulative amount of
the exchange differences recognized in other comprehensive income under separate
component of equity is reclassified from equity to profit or loss when recognizing the disposal

gain/loss.

On the partial disposal of a subsidiary that includes a foreign operation that does not result in
a loss of control, the proportionate share of the cumulative amount of the exchange differences
recognized in other comprehensive income is re-attributed to the NCIs in that foreign
operation, instead of recognized in profit or loss. In partial disposal of an associate or jointly

=
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(6)

(7

controlled entity that includes a foreign operation that does not result in a loss of significant
influence or joint control, only the proportionate share of the cumulative amount of the
exchange differences recognized in other comprehensive income is reclassified to profit or

loss.
Current and non-current distinction for assets and liabilities
An asset is classified as current when:

(a) The Group expects to realize the asset, or intends to sell or consume it, in its normal
operating cycle

(b) The Group holds the asset primarily for the purpose of trading

(c) The Group expects to realize the asset within twelve months after the reporting period

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

All other assets are classified as non-current.
A liability is classified as current when:

(a) The Group expects to settle the liability in its normal operating cycle

(b) The Group holds the liability primarily for the purpose of trading

(c) The liability is due to be settled within twelve months after the reporting period

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

All other liabilities are classified as non-current.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits and short-term, highly
liquid investments that are readily convertible to known amounts of cash and which are subject

to an insignificant risk of changes in value (including fixed-term deposits that have maturities
equal to or less than three months from the date of acquisition).
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(8)

Financial instruments

Financial assets and financial liabilities are recognized when the Group becomes a party to
the contractual provisions of the instrument.

Financial assets and financial liabilities within the scope of IAS 39 “Financial Instruments:
Recognition and Measurement” are recognized initially at fair value plus or minus, in the case
of financial assets and financial liabilities not at fair value through profit or loss, directly
attributable transaction costs.

A. Financial assets

The Group accounts for regular way purchase or sales of financial assets on the settlement
date basis.

Financial assets of the Group are classified as financial assets at fair value through profit
or loss, available-for-sale financial assets, and loans and receivables. The Group
determines the classification of its financial assets at initial recognition based on their
natures and purposes.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading
and financial assets designated upon initial recognition at fair value through profit or loss.

A financial asset is classified as held for trading if:

(a) it is acquired principally for the purpose of selling in short term;

(b) on initial recognition it is part of a portfolio of identified financial instruments that
are managed together and for which there is evidence of a recent actual pattern of
short-term profit-taking; or

(c) it is a derivative (except for a derivative that is a financial guarantee contract or a
designated and effective hedging instrument).

Financial assets at fair value through profit or loss are measured at fair value with changes
in fair value recognized in profit or loss. Dividends or interests on financial assets at fair
value through profit or loss are recognized in profit or loss (including those received
during the period of initial investment).

=
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Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated
as available-for-sale or those not classified as financial assets at fair value through profit
or loss, held-to-maturity investments, or loans and receivables.

Foreign exchange gains and losses and interest calculated using the effective interest
method relating to monetary available-for-sale financial assets, or dividends on an
available-for-sale equity instrument, are recognized in profit or loss. Subsequent
measurement of available-for-sale financial assets at fair value is recognized in equity
until the investment is derecognized, at which time the cumulative gain or loss is
reclassified to profit or loss.

If equity instrument investments do not have quoted prices in an active market and their
far value cannot be reliably measured, then they are classified as financial assets
measured at cost on balance sheet and carried at cost net of accumulated impairment
losses, if any, as at the reporting date.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market, other than those that the Group classifies
as at fair value through profit or loss, upon initial recognition designates as available-for-
sale, or those for which the holder may not recover substantially all of its initial
investment due to credit worsening.

Loans and receivables are separately presented on the balance sheet as receivables or
bond investments with no active market. After initial measurement, such financial assets
are subsequently measured at amortized cost using the effective interest rate method, less
impairment. Amortized cost is calculated by taking into account any discount or premium
on acquisition and fee or transaction costs. The effective interest method amortization is
recognized in profit or loss.

Impairment of financial assets

The Group assesses at each reporting date whether there is any objective evidence that a
financial asset other than the financial assets at fair value through profit or loss is
impaired. A financial asset is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more loss events that has occurred after the
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initial recognition of the asset and that loss event has an impact on the estimated future
cash flows of the financial asset. The carrying amount of the financial asset is reduced
through the use of an allowance account and the amount of the loss is recognized in profit
or loss.

=

A significant or prolonged decline in the fair value of an available-for-sale equity
instrument below its cost is considered a loss event.

Other loss events include:

a)ijoid |eueuly

(a) significant financial difficulty of the issuer or obligor; or

(b) breach of contract, such as a default or delinquency in interest or principal payments;
or

(c) it becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or

(d) the disappearance of an active market for that financial asset due to financial
difficulties of the issuer.

For held-to-maturity financial assets and loans and receivables measured at amortized
cost, the Group first assesses individually whether objective evidence of impairment
exists individually for financial asset that are individually significant, or collectively for
financial assets that are not individually significant. If the Group determines that no
objective evidence of impairment exits for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them for impairment. If there is
objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the assets carrying amount and the present value of
estimated future cash flows. The present value of the estimated future cash flows is
discounted at the financial assets original effective interest rate. If a loan has a variable
interest rate, the discount rate for measuring any impairment loss is the current effective
interest rate. Interest income is accrued based on the reduced carrying amount of the asset,
using the rate of interest used to discount the future cash flows for the purpose of
measuring the impairment loss.

Receivables together with the associated allowance are written off when there is no
realistic prospect of future recovery. If, in a subsequent year, the amount of the estimated
impairment loss increases or decreases because of an event occurring after the impairment
was recognized, the previously recognized impairment loss is increased or reduced by
adjusting the allowance account. If a write-off is later recovered, the recovery is credited
to profit or loss.
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In the case of equity investments classified as available-for-sale, where there is evidence
of impairment, the amount recorded for impairment is the cumulative loss measured as
the difference between the acquisition cost and the current fair value, less any impairment
loss on that investment previously recognized in profit or loss. The impairment amount
is reclassified from equity to profit or loss. Impairment losses on equity investments are
not reversed through profit or loss. Increases in their fair value after impairment are
recognized directly in equity.

Derecognition of financial assets

A financial asset is derecognized when:

(a) The rights to receive cash flows from the asset have expired

(b) The Group has transferred the asset and substantially all the risks and rewards of the
asset have been transferred

(c) The Group has neither transferred nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset.

On derecognition of a financial asset in its entirety, the difference between the carrying
amount and the consideration received or receivable including any cumulative gain or
loss that had been recognized in other comprehensive income is recognized in profit or
loss.

. Financial liabilities and equity instruments

Classification between liabilities or equity

The Group classifies the instrument issued as a financial liability or an equity instrument
in accordance with the substance of the contractual arrangement and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract of the Group that evidences a residual interest in the
assets of an entity after deducting all of its liabilities. Equity instruments issued by the
Group are recognized at the proceeds received, net of direct issue costs.
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Compound instruments

The Group recognizes the financial liabilities and the elements of equity in respect of the
convertible bonds issued by the Group. The other is the conversion of corporate bonds

=

issued, the Department of the distinction between the interests of elements before the
assessment of the embedded foreclosure of the economic characteristics and risk is
closely related with the main debt goods.

Does not involve the part of the liabilities of derivative financial instruments, the fair
value of the use of the same nature and does not convert the characteristics of the bond
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market interest rate assessment, before the conversion or redemption settlement, this part
of the amount classified as amortized after the cost of financial liabilities; An embedded
derivative financial instrument that is not closely related to the economic risk of the
contract is not limited to the cost of the deferred amortization of the debt commodity on
each execution date, except for the elements of the equity The amount of the equity
element is determined by the conversion of the fair value of the corporate bonds, and the
amount of the book is not renewed in the subsequent accounting period. The amount of
the equity interest shall be determined by the amount of the equity interest in the
subsequent period. measure. If the convertible corporate bonds are not subject to equity,
they are dealt with in the form of a combination of "Financial Instruments: Recognition
and Measurement", International Accounting Standards No. 39.

The transaction costs are distributed to liabilities and equity components in proportion to
the proportion of convertible corporate bonds to liabilities and equity components.

Conversion of corporate bondholders in the conversion of corporate bonds before the
expiry of the right to exercise the conversion, the first component of the debt to adjust
the amount of the amount of conversion should be the amount of the book should be
issued as the basis for the issuance of common stock.

Financial liabilities

Financial liabilities within the scope of IAS 39 “Financial Instruments: Recognition and
Measurement” are classified as financial liabilities at fair value through profit or loss or
financial liabilities measured at amortized cost upon initial recognition.
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Financial liabilities at amortized cost

Financial liabilities measured at amortized cost include payables and borrowings that are
subsequently measured using the effective interest rate method after initial recognition.
Relevant gains or losses and amortization amounts are recognized in profit or loss when
the liabilities are derecognized and amortized through the effective interest rate method.

Amortized cost is calculated by taking into account any discount or premium on

acquisition and fees or transaction costs.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged
or cancelled or expires.

C. Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the
balance sheet if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the

assets and settle the liabilities simultaneously.

(9) Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the

liability takes place either:

(a) In the principal market for the asset or liability, or
(b) In the absence of a principal market, in the most advantageous market for the asset or
liability

The principal or the most advantageous market must be accessible to by the Group.
The fair value of an asset or a liability is measured using the assumptions that market

participants would use when pricing the asset or liability, assuming that market participants
in their economic best interest.
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A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in its highest and best use.

=

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

(10) Inventories
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Inventories are valued at lower of cost or net realizable value item by item.

Costs incurred in bringing each inventory to its present location and conditions are accounted
for as follows:

Raw materials - At actual purchase cost, using weighted average method

Finished goods and work in progress - Including cost of direct materials and labor and a
proportion of manufacturing overheads based on
normal operating capacity, using weighted average
method.

Net realizable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs necessary to make the sale.

(11) Property, plant and equipment

Property, plant and equipment are stated at cost, net of accumulated depreciation and
accumulated impairment losses, if any. Such cost includes the cost of dismantling and
removing the item and restoring the site on which it is located and borrowing costs for
construction in progress if the recognition criteria are met. Each part of an item of property,
plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately. When significant parts of property, plant and equipment are required
to be replaced in intervals, the Group recognized such parts as individual assets with specific
useful lives and depreciation, respectively. The carrying amount of those parts that are
replaced is derecognized in accordance with the derecognition provisions of [AS 16 “Property,
Plant and Equipment”. When a major inspection is performed, its cost is recognized in the
carrying amount of the plant and equipment as a replacement if the recognition criteria are
satisfied. All other repair and maintenance costs are recognized in profit or loss as incurred.
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Depreciation is calculated on a straight-line basis over the estimated economic lives of the
following assets:

Land improvements 7 years

Buildings 5~60 years

Machinery and equipment 6~30years
Transportation equipment 5~8 years

Leasehold improvements 3~5 years or 46.5years
Other equipment 3~20 years

An item of property, plant and equipment or any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset is recognized in profit or loss.

The property, plant and equipment’s residual values, useful lives and methods of depreciation
are reviewed at each financial year. If the expected values differ from the estimates, the
differences are recorded as a change in accounting estimate.

(12) Investment Property

The investment property is measured at its original cost and includes the transaction costs of
the asset. The carrying amount of investment property includes the cost of refitting or adding
existing investment real estate under the condition that the cost can be recognized, but the
general daily maintenance costs are not part of its cost. After the original recognition, the
measurement of investment real estate is adopted in accordance with the IAS 16 “Property,
Plant and Equipment”, but according to the International Financial Reporting Standards No.
5 Current assets and business units "are excluded from the terms of the sale (or those classified
as classified groups to be sold).

In the event that the investment real estate is no longer used or is expected to be able to produce
future economic benefits from the disposition, it shall be excluded and recognized gains and
losses.

The Group decides to transfer or transfer the investment property according to the actual use
of the assets.



English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese
Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

(13)Leasing

Group as a lessee

=

Operating lease payments are recognized as an expense on a straight-line basis over the lease

term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and benefits of
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ownership of the asset are classified as operating leases. Initial direct costs incurred in
negotiating an operating lease are added to the carrying amount of the leased asset and
recognized over the lease term on the same basis as rental income. Rental incomes under
operating lease are recognized on a straight-line basis over the lease term. Contingent rents
are recognized as revenue in the period in which they are earned.

(14) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is its fair value as at the date of
acquisition. Following initial recognition, intangible assets are carried at cost less any
accumulated amortization and accumulated impairment losses, if any. Internally generated
intangible assets, not meeting the recognition criteria, are not capitalized and expenditure is
reflected in profit or loss for the year in which the expenditure is incurred.

The useful lives of intangible assets is assessed finite.

Intangible assets with finite lives are amortized over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortization period and the amortization method for an intangible asset with a finite useful
life are reviewed at least at the end of each financial year. Changes in the expected useful life
or the expected pattern of consumption of future economic benefits embodied in the asset are
accounted for by changing the amortization period or method, as appropriate, and are treated
as changes in accounting estimates.

Gains or losses arising from derecognition of an intangible asset are recognized in profit or
loss.
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The Group’s accounting policies for intangible assets are as follows:

Cost of Computer Software Cost of Trademark

Useful economic life 3 to 8 years 4 years

Amortization method Amortized on a straight-line Amortized on a straight- line
basis over the estimated basis over the period of
useful life contract

Internally generated or acquired Acquired externally Acquired externally

externally

(15) Impairment of non-financial assets

The Group assesses at the end of each reporting period whether there is any indication that an
asset in the scope of IAS 36 “Impairment of Assets” may be impaired. If any such indication
exists, or when annual impairment testing for an asset is required, the Group would conduct
impairment tests at individual or CGU level. Where the carrying amount of an asset or CGU
exceeds its recoverable amount, the asset is considered impaired. An asset’s recoverable
amount is the higher of an asset’s net fair value or its value in use.

For assets excluding goodwill, an assessment is made at each reporting date as to whether
there is any indication that previously recognized impairment losses may no longer exist or
may have decreased. If such indication exists, the Group estimates the recoverable amount of
the asset or CGU. A previously recognized impairment loss is reversed only if there has been
an increase in the estimated service potential of an asset which in turn increases the
recoverable amount. However, the reversal is limited so that the carrying amount of the asset
does not exceed the carrying amount that would have been determined, net of depreciation or
amortization, had no impairment loss been recognized for the asset in prior years.

Impairment loss or reversals of continuing operations are recognized in profit or loss.

(16) Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to
the Group and the revenue can be reliably measured. Revenue is measured at the fair value of
the consideration received or receivable. Conditions and methods for the recognition of
various types of revenue are listed below:
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Sale of goods

Revenue from the sale of goods is recognized when all the following conditions have been
satisfied: significant risks and rewards of ownership of the goods have passed to the buyer;

=

neither continuing managerial involvement nor effective control over the goods sold have
been retained; the amount of revenue can be measured reliably; it is probable that the
economic benefits associated with the transaction will flow to the entity; and the costs incurred
in respect of the transaction can be measured reliably.

Rendering of services
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Revenue from a contract to provide services is recognized by reference to the stage of
completion of the contract.

Revenue from technical services is recognized on an accrual basis in accordance with the
substance of the relevant agreement provided that it is probable that the economic benefits

will flow to the Company and the amount of revenue can be measured reliably.

Interest income

Interest incomes from financial assets at amortized costs (including loans and receivables and
held-to-maturity financial assets) and available-for-sale financial assets are estimated using
the effective interest method and recognized in profit or loss.

Dividend income

Dividend incomes are recognized only when the Group has the right to receive the dividends.
(17)Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset
that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of the respective assets. All other borrowing costs are expensed
in the period they occur. Borrowing costs consist of interest and other costs that an entity
incurs in connection with the borrowing of funds.

115



=

3)ljoid |eueuly

116

English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese
Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

(18)Government grants

Government grants are recognized where there is reasonable assurance that the grant will be
received and all attached conditions will be complied with. Where the grant relates to an
asset, it is recognized as deferred income and released to income in equal amounts over the
expected useful life of the related asset. When the grant relates to an expense item, it is
recognized as income over the period necessary to match the grant on a systematic basis to
the costs that it is intended to compensate.

(19) Post-employment benefits

All regular employees of the Company and its domestic subsidiaries are entitled to a pension
plan that is managed by an independently administered pension fund committee. Fund assets
are deposited under the committee’s name in the specific bank account and hence, not
associated with the Company and its domestic subsidiaries. Therefore, fund assets are not
included in the Group’s consolidated financial statements. Pension benefits for employees of
the overseas subsidiaries and the branches are provided in accordance with the respective local
regulations.

For defined contribution plan, the Company and its domestic subsidiaries will make a monthly
contribution of no less than 6% of monthly wages of the employees subject to the plan. The
Company recognizes expenses for the defined contribution plan in the period in which the
contribution becomes due. Overseas subsidiaries and branches make contribution to the plan
based on the requirements of local regulations and the contribution is expensed as incurred.

Post-employment benefit plan that is classified as a defined benefit plan uses the Projected
Unit Credit Method to measure its obligations and costs based on actuarial assumptions. Re-
measurements, comprising of the effect of the actuarial gains and losses, the effect of the asset
ceiling (excluding net interest) and the return on plan assets, excluding net interest, are
recognized as other comprehensive income with a corresponding debit or credit to retained
earnings in the period in which they occur. Past service costs are recognized in profit or loss
on the earlier of:

(a) the date of the plan amendment or curtailment, and
(b) the date that the Group recognizes restructuring-related costs

Net interest is calculated by applying the discount rate to the net defined benefit liability or
asset, both as determined at the start of the annual reporting period, taking account of any
changes in the net defined benefit liability (asset) during the period as a result of contribution
and benefit payment.
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(20) Income tax

Income tax expense (benefit) is the aggregate amount included in the determination of profit
or loss for the period in respect of current tax and deferred tax.

=

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities, using the tax rates
and tax laws that have been enacted or substantively enacted by the end of the reporting period.
Current income tax relating to items recognized in other comprehensive income or directly in

a)ijoid |eueuly

equity is recognized in other comprehensive income or equity and not in profit or loss.
The 10% income tax for undistributed earnings of the Company and its subsidiaries is
recognized as income tax expense in the subsequent year when the distribution proposal is

approved by the Shareholders’ meeting.

Deferred income tax

Deferred tax is provided on temporary differences at the reporting date between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

1. Where the deferred tax liability arises from the initial recognition of goodwill or of an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss

ii. In respect of taxable temporary differences associated with investments in subsidiaries,
where the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carry forward of
unused tax credits and unused tax losses, to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences, and the carry forward of
unused tax credits and unused tax losses can be utilized, except:

i. Where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
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and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss

ii. In respect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is settled, based on tax rates and tax laws
that have been enacted or substantively enacted at the reporting date. The measurement of
deferred tax assets and deferred tax liabilities reflects the tax consequences that would follow
from the manner in which the Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists
to set off current income tax assets against current income tax liabilities and the deferred taxes

relate to the same taxable entity and the same taxation authority.

5. Significant accounting judgements, estimates and assumptions

The preparation of the Group’s consolidated financial statements require management to make
judgements, estimates and assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period.
However, uncertainty about these assumption and estimate could result in outcomes that require a
material adjustment to the carrying amount of the asset or liability affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below.

(a) Fair value of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the balance sheet
cannot be derived from active markets, they are determined using valuation techniques
including income approach (for example, the discounted cash flows model) or the market
approach. Changes in assumptions about these factors could affect the reported fair value of the
financial instruments. Please refer to Note 12 for more details.
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(b) Inventory valuation

The estimated value of the net realized value of the inventory considers the impairment of the
inventory, all or part of the obsolescence or price declines. The value is the most reliable

=

evidence of the expected amount of net realized value at the time of the estimate. Please refer

to Note 6 for more details.
(c)Post-employment benefits

The cost of post-employment benefit pension plan and the present value of the defined benefit
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obligation are determined using actuarial valuations. An actuarial valuation involves making
various assumptions, including the change in the discount rate and expected salary level. The
assumptions used for measuring pension cost and defined benefit obligation are disclosed in
Note 6.

(d)Income tax

Uncertainties exist with respect to the interpretation of complex tax regulations and the amount
and timing of future taxable income. Given the wide range of international business
relationships and the long-term nature and complexity of existing contractual agreements,
differences arising between the actual results and the assumptions made, or future changes to
such assumptions, could necessitate future adjustments to tax income and expense already
recorded. The Group establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities of the respective counties in which it operates.
The amount of such provisions is based on various factors, such as experience of previous tax
audits and differing interpretations of tax regulations by the taxable entity and the responsible
tax authority. Such differences of interpretation may arise on a wide variety of issues depending
on the conditions prevailing in the respective Group company's domicile.

Deferred tax assets are recognized for all carryforward of unused tax losses and unused tax
credits and deductible temporary differences to the extent that it is probable that taxable profit
will be available or there are sufficient taxable temporary differences against which the unused
tax losses, unused tax credits or deductible temporary differences can be utilized. The amount
of deferred tax assets determined to be recognized is based upon the likely timing and the level
of future taxable profits and taxable temporary differences together with future tax planning
strategies. As of December 31, 2016, the un-recognized portion of the Company’s defferred tax
assets was disclosed in Note 6.
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6. Contents of significant accounts

(1) Cash and cash equivalents

Cash on hand

Checking and savings

Time deposits

Repurchase agreements collateralized by corporate
bonds

Repurchase agreements collateralized by bonds
Total

(2) Financial assets at fair value through profit or loss

Financial assets held for trading:
Monetary fund
Valuation adjustments

Subtotal
Embedded Derivatives:
Right of redemption
Total

Current

Non-current

Total

Financial assets held for trading were not pledged.

As of December 31,

2016 2015
$4,187 $3,805
1,045,316 778,767
- 50,000

699,734 394,771
150,065 205,217
$1,899,302 $1,432,560

As of December 31,

2016 2015
$345,069 $720,000
993 1,594
346,062 721,594

87 2,373

$346,149 $723,967

As of December 31,

2016 2015

$346,062 $721,594
87 2,373

$346,149 $723,967




English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese
Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

(3) Financial assets measured at cost

As of December 31,

2016 2015 VI.

Unlisted companies $28.,028 $28,028 -

o

As of December 31, §.

2016 2015 -

Current $- $- §,,_
Non-current 28,028 28,028 o

Total $28,028 $28,028

a. As of January 1, 2015, the Company has invested US$621 thousand (equivalent to
NT$18,482 thousand) in FU-sheng International Inc. (Samoa), for acquiring 621,300
shares. In August 2015, the Company invested US$296 thousand (equivalent to NT$9,526
thousand) in FU-sheng International Inc. (Samoa), for acquiring 296,400 shares. The
Company’s ownership interest in FU-sheng International Inc. (Samoa) was at 19%. In
2016, the Company did not participate in the issuance of stock for cash of FU-sheng
International Inc. (Samoa) and the percentage of ownership was reduced to 18.77%.

b. The above investments in the equity instruments of unlisted entities are measured at cost as
the fair value of these investments are not reliably measurable due to the fact that the
variability in the range of reasonable fair value measurements is significant for that
investment and that the probabilities of the various estimates within the range cannot be
reasonably assessed and used when measuring fair value.

c. Financial assets measured at cost were not pledged.

(4) Bond investments with no active market

As of December 31,
2016 2015
Time deposits $47,845 $4,995
Current $43,385 $4,995
Non-current 4,460 1,860
Total $47,845 $6,855
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There was bond investments with no active market pledged as collateral. Please refer to Note
8 to the consolidated financial statements for more details.

(5) Notes receivables

VI.
g- As of December 31,
5 2016 2015
o Notes receivables arising from operating activities $5,098 $8,312
g Less: allowance for doubtful accounts - -
= Total $5,098 $8,312
Notes receivables were not pledged.
(6) Trade receivables and trade receivables from related parties
As of December 31,
2016 2015
Trade receivables $199,811 $78,926
Less: allowance for doubtful accounts (3,428) (3,373)
Subtotal 196,383 75,553
Trade receivables from related parties 2,907 12,720
Less: allowance for doubtful accounts - -
Subtotal 2,907 12,720
Total $199,290 $88,273
As of December 31,
2016 2015
Overdue Receivable $- $37,488
Less: allowance for doubtful accounts - (37,488)
Net $- $-

Accounts receivable which is expected to withdraw over one year have transfered to overdue
receivable. Please refer to Note 6(8).

Trade receivables were not pledged.
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Trade receivables are generally on the collection term of 30-135 days. The movements in the

provision for impairment of trade receivables and trade receivables from related parties are as

follows:

As of 1 Jan. 2016

Charge/(reversal) for the current period
Bad debts

Exchange differences

As of 31 Dec. 2016

As of'1 Jan. 2015

Charge/(reversal) for the current period
Exchange differences

As of 31 Dec. 2015

Impairment loss that was individually determined for the years ended 31 December 2016 and
2015 due to the fact that the counterparty was in financial difficulties. The amount of
impairment loss recognized was the difference between the carrying amount of the trade
receivable and the present value of its expected recoverable amount. The Group did not

Individually  Collectively
impaired impaired Total
$37,488 $3,373 $40,861
- 55 55
(35,499) - (35,499)
(1,989) - (1,989)
$- $3,428 $3,428
$38,242 $3,323 $41,565
(25) 50 25
(729) - (729)
$37,488 $3,373 $40,861

acquire any collateral for such trade receivables.

Aging analysis of trade receivables that are past due as at the end of the reporting period but

not impaired is as follows:

Past due but not impaired:

Neither past due

As of
nor impaired <=90 days 90~180days >180 days Total
31 Dec. 2016 $197,413 $1,731 $135 $11 $199,290
31 Dec. 2015 $88,243 - 30 $88,273
(7) Inventories
As of December 31,
2016 2015

Raw materials $93,293 $106,490
Supplies 22,953 17,650

=
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Semi-finished goods and Work in process 164,678 94,430
Finished goods 154,041 140,811
Merchandise 25 93
Total $434,990 $359,474
VI.
g- a. The cost of inventories recognized in expenses in amount of NT$1,265,989 thousand and
2 NT$862,714 thousand for the years ended 31 December 2016 and 2015, respectively,
;—l‘ including the write-down of inventories, were detailed as following
o
S
= For the year ended December 31,
2016 2015
Inventory loss on retirement $6,867 6,573
Gains or loss from physical taking (2,028) 1,266
Total $4,839 $7,839
b. No inventories were pledged.
(8) Prepayments and other assets
As of December 31,
2016 2015
Prepayment for purchase $11,530 $5,646
Prepaid rental on land 48,315 54,183
Prepayment for equipment 129,820 36,337
Office supplies 7,809 10,541
Other prepaid expenses 13,137 5,293
Other current assets 5,905 12,192
Refundable deposits 28,905 17,377
Overdue receivable 2,244 37,488
Less: allowance for doubtful accounts (2,244) (37,488)
Other noncurrent assets-other 20,199 19,784
Total $265,620 $161,353
Current portion $38,381 $33,672
Noncurrent portion 227,239 127,681
Total $265,620 $161,353
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Cost:

Asof 1 Jan. 2016
Additions
Disposals
Transfers

Ex. Diff.

As of 31 Dec. 2016

As of 1 Jan. 2015
Additions
Disposals
Transfers

Ex. Diff.

As of 31 Dec. 2015

Accumulated
Depreciation:

As of 1 Jan. 2016
Depreciation
Disposals

Ex. Diff.

As of 31 Dec. 2016

(1) The amount recognized under the caption of “prepaid rental on land” is the land-

transferring fees prepaid to the Ministry of Land and Resource of the People's Republic

of China for acquiring the right to use the land in Shanghai Songjiang Industrial Zone.

Shanghai Grape King rent the land for construction of their manufacturing plant from

October 1997 to March 2044. All fees were paid in full when the lease agreement was

entered into and have been amortized in the lease term. VI .
M
(2) Overdue receivables were those expected not to be collected within a year and the Group é.
has provided a full allowance for doubtful accounts against them. And the Company holds =
collateral for other receivables of NT$ 2,244 thousand. 91.
O
)
(9) Property, plant and equipment =
()
Machinery
and Transportation Leasehold ~ Other Construction
Land Improvement Building equipment  equipment improvement facilities  in progress Total
$3,060,144 $1,926 $2,115913 $1,096,275 $10,349 $7,300 $275,085 $478,646  $7,045,638
- . 13,097 20,950 2,898 - 40,162 227,983 305,090
- (986) (1,843)  (18,050) (714) - (4,443) - (26,036)
11,548 - 1,000,197 42,280 - - 13,185  (654,582) 412,628
- - (29,233)  (17,803) (258) (210)  (1,391) - (48,895)
$3,071,692 $940  $3,098,131 $1,123,652  $12.275 $7,090 $322,598  $52,047 $7,688,425
$926,167 $1,926 $1,046,891 $1,054,296  $7,718 $7,374 $261,451  $111,687 $3,417,510
2,133,977 . 997,364 2,723 1,138 150 28,918 384,580 3,548,850
- - (26,946)  (13,911) (426) (169) (16,779) - (58231)
- - 105,744 57,729 1,990 - 1,540 - 167,003
- - (7,140) (4,562) (71) (55) (45)  (17.621)  (29,494)
$3,060,144 $1,926 $2,115,913  $1,096,275  $10,349 $7,300 $275,085 $478,646 $7,045,638
$- $1,270 $438,810 $813,202 $7,236 $3,761 $184,657 $-  $1,448,936
- 143 79,766 85,418 997 1,793 36,898 - 205,015
- (986) (1,843)  (17,255) (642) - (3,804) - (24,530)
- - (7,577)  (16,139)  (261) (84) (1,312) - (25.373)
$- $427  $509,156 865226 7,330 5470 216,439 $-  $1,604,048
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As of 1 Jan. 2015
Depreciation
Disposals
Transfers

Ex. Diff.

As of 31 Dec. 2015

Net carrying amount
as of:

31 Dec. 2016
31 Dec. 2015

a.

$- $1,152 $408,274 $762,640 $7,061 $2,807 $167,696 $- $1,349,630
- 118 50,341 64,606 670 1,052 32,994 - 149,781
- - (17,973) (9,975) (426) (78)  (15,720) - (44,172)
. . (1,832) (4,069) (69) (20) (313) . (6,303)
$- $1,270 $438,810  $813,202  $7,236 $3,761 $184,657 $- $1,448,936
$3,071,692 $513 $2,588,975 $258,426 $4,945 $1,620 $106,159 $52,047 $6,084,377
$3,060,144  $656 $1,677,103  $283,073  $3,113 $3,539  $90,428  $478,646 $5,596,702
The significant part of the Company’s buildings include main plant, air conditioning,

electrical and wastewater treatment equipment and decoration while and the related

depreciation is calculated based on the economic lives as shown below.

Significant part of buildings

Estimated economic lives

Main plant 30~60 years

Air conditioning, electrical and 8~25 years
wastewater treatment equipment

Decoration 5~30 years

b. Please refer to Note 8 for details on property, plant and equipment under pledge.

C.

For the urban planning, Taoyuan City government has expropriated the Company’s partial

land and land improvement based on the Land Expropriation Act during the period in

2016. The Company received a compensation of NT$99,217 thousand, recorded under the

caption of other current liabilities.
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(10) Investment property, net

Investment
Properties
under Accumulated
Land Building construction Total depreciation Net

As of 1 Jan. 2016 and
As of 31 Dec. 2016 $185,985 $- $- $185,985 $- $185,985
As of 1 Jan. 2015 and
As of 31 Dec. 2015 $185,985 $- $- $185,985 $- $185,985

(11)

a.

b.

No investment property was pledged.

Investment properties held by the Group are not measured at fair value while its fair value
disclosed in accordance with the Group policy. The fair value measurements of the
investment properties are categorized within Level 3. The fair value of investment
properties held by the Group is NT$247,692 thousand and NT$233,575 thousand, as of
December 31, 2016 and 2015, respectively. The fair value has been determined based on
the publicly announced current land value, and building value.

Value of the land listed above includes an agricultural land that is worth NT$5,600
thousand and was acquired due to overdue debt settlement. The land trust ownership was
originally registered under the name of the ex-Chairman of the Company. The land trust
ownership has been transferred to Mr. Tseng Sheng-Lin, the current Chairman. The
Company receives a NT$5,600 thousand guaranteed note from Mr. Tseng for security

purpose.

Intangible assets

Computer software Trademark Total

Cost:

AsofJan. 1, 2016 $13,955 $- $13,955
Addition-acquired separately 2,672 15,049 17,721
As of Dec. 31, 2016 $16,627 $15,049 $31,676
AsofJan. 1, 2015 $11,361 $- $11,361
Addition-acquired separately 2,594 - 2,594
As of Dec. 31, 2015 $13,955 $- $13,955

=
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Accumulated Amortization:

AsofJan. 1, 2016 $760 $- $760
Amortization 1,991 2,290 4,281
VI. As of Dec. 31, 2016 $2,751 $2,290 $5,041
|
o AsofJan. 1,2015 $150 $- $150
a, Amortization 610 ! 610
% As of Dec. 31, 2015 $760 $- $760
=X
&
) Net carrying amount as of:
Dec. 31, 2016 $13,876 $12,759 $26,635
Dec. 31, 2015 $13,195 $- $13,195

Amortization expense of intangible assets under the statement of comprehensive income:

For the year ended December 31,

2016 2015
General administrative expenses $4,281 $610
(12) Short-term borrowings
As of
Interest Rates (%) Dec. 31,2016 Dec. 31, 2015
Secured bank loans 0.99% $50,000 $-

The Group’s unused short-term lines of credits amount to NT$1,526,200 thousand, and
NT$1,268,566 thousand, as of December 31, 2016, and December 31, 2015, respectively.

Please refer to Note 8 for property, plant and equipment pledged as collateral for short-term

borrowings.

(13) Other Payables

As of December 31,
2016 2015
Bonus to direct sellers $879,100 $729,877
Salaries and incentive bonus 119,247 104,559
Bonus to employees 237,155 177,919
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Bonus to directors and supervisors 30,830 25,186
Other accrued expenses 131,238 102,306
Payables on equipment 204,039 128,956
Accrued VAT payable 74,581 45,521 VI.
Others 10,023 3,511 -
Total $1,686,213 $1,317,835 S
a.
(14) Other current liabilities %
=
2
As of December 31, o
2016 2015
Sales revenue received in advance $42,309 $48.,263
Rental received in advance 5,478 7,325
Provisions for sales returns and allowances 7,500 -
Other current liabilities-other 119,381 15,617
Total $174,668 $71,205

Provisions for sales returns and allowances

Sales Returns and Allowances

As of January 1, 2016 $-
Additions 7,500
As of December 31, 2016 $7,500

As of December 31, 2016

Current $7,500
Non-current -
Total $7,500

Sales returns and allowances

In December 2016, the Company was affected by news events suspected of being overdue
goods. In order to resolve the consumers’ concern, the Company has accepted the return from
consumers by the end of February 2017 and recorded the estimated loss from sale return in
amount of NT$7,500 thousand in 2016.
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(15) Bonds payable

(a)

Domestic convertible bonds
Less: current portion
Net

Domestic convertible bonds payable

Liability component:

Principal amount

Interest Payable Refund from Bond Conversion
Premiums (discounts) on bonds payable
Subtotal

Less: current portion

Net

Embedded derivative —Redemption

Equity component — Convertible

For the details of the gain or loss from valuation through P/L on embedded derivative —
redemption right and the interest expense on the domestic convertible bonds payable,

As of December 31,

2016 2015
$168,981 $946,164
$168,981 $946,164

As of December 31,

2016 2015
$173,200 $988,900
1,302 7,435
(5,521) (50,171)
168,981 946,164
$168,981 $946,164
$87 $2,373
$7,842 $44,770

please refer to Note 6(23) to the consolidated financial statements.

terms of the convertible bonds were evaluated to include a liability component, embedded
derivatives (a call option and a put option) and an equity component (an option for

(b) On August 26, 2015, the Company issued zero-coupon unsecured convertible bonds. The

conversion into issuer’s ordinary shares). The terms of the bonds are as follows:

Issue amount: NT$1,000,000 thousand.

Period: August 26, 2015~August 26, 2018

Secured or unsecured: Unsecured bonds
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Terms of Exchange:

a. Underlying Securities: Common shares of the Company

b. Exchange Period: The bonds are exchangeable at any time on or after September 27,
2015 and prior to August 26, 2018 into common shares of the Company except closed
period. In addition to the suspension of the transfer period and the company free of
allotment to stop the transfer date, the cash dividend to stop the transfer date or cash
replenishment to stop the transfer of the previous 15 business days, to the right to send
the base date, the reduction of capital reduction from the base date The Company shall,
at any time after the date of the commencement of trading of the Stock Exchange and
the other period of suspension of the transfer of the Company, convert to the ordinary
shares of the Company at the request of the Company.

. Conversion Price and Adjustment: The conversion price was originally at NT$170.5
per share. It will be subject to adjustments upon the occurrence of certain events set
out in the indenture.

Because the cash dividends - common stock, distributed on 2016, were higher than
1.5% of current per share, the conversion price should be adjusted in accordance with
Unsecured convertible bonds and Terms of Exchange 11, The conversion price was
adjusted to NT$165.9 from July 24, 2016.

. Redemption on the Maturity Date: The Company will redeem the bonds with interest
refund (0.7519% of'the principal amount) in cash if the convertible bonds will not have
settled by the maturity date.

Redemption clauses:

a. The Company may redeem the bonds, in whole, but not in part, after a month of the
issuance (September 27, 2015) and prior to the maturity date (July 17, 2018), at the
principal amount of the bonds if the closing price of the Company’s ordinary shares
on the Taiwan Stock Exchange (TWSE) for a period of 30 consecutive trading days,
is at least 30% of the conversion price.

The Company may redeem the bonds, in whole, but not in part, at the Early
Redemption Price if at least 90% in principal amount of the bonds has already been
exchanged, redeemed or purchased and cancelled.
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c. There were NT$826,800 thousand and NT$11,100 thousand bonds payable converted
into shares as of December 31, 2016 and 2015 respectively.

(16) Long-term loan

Details of long-term loan as of December 31, 2016 and 2015 are as follows:

As of Dec. Interest

Lenders 31,2016  Rate (%) Maturity date and terms of repayment
Secured Long-Term Loan $500,000 1.44%  Effective May 27, 2015 to May 27, 2030.
from ChangHwa Commercial Principal is repaid with interest payments due
Bank monthly.

Secured Long-Term Loan 486,610 1.44%  Effective May 27, 2015 to May 27, 2035.
from Taiwan Cooperative Principal is repaid with interest payments due
Bank monthly.

Secured Long-Term Loan - -%  Notel

from Mega International
Commercial Bank

Subtotal 986,610
Less: current portion (43,087)
Total $943,523

Note 1: The Company has fully repaid the secured loan in July 2016.

As of Dec. Interest

Lenders 31,2015 Rate (%) Maturity date and terms of repayment

Secured Long-Term Loan $800,000 1.58%  Effective May 27, 2015 to May 27, 2030.

from ChangHwa Commercial Principal is repaid with interest payments due

Bank monthly.

Secured Long-Term Loan 500,000 1.65%  Effective May 27, 2015 to May 27, 2035.

from Taiwan Cooperative Principal is repaid with interest payments due

Bank monthly.

Secured Long-Term Loan 193,334 1.688% Effective May 27, 2015 to May 27, 2030.

from Mega International Principal is repaid in 3 months payments with

Commercial Bank interest payments due monthly. Each period
is NT$3,333 thousand.

Subtotal 1,493,334

Less: current portion (26,467)

Total $1,466,867
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Certain land and buildings are pledged as first priority security for secured bank
loans.Please refer to Note 8 for more details.

(17) Other noncurrent liabilities

=

As of December 31, |

2016 2015 §

Other long-term payables $17,203 $17,601 S

Accrued pension liabilities 12,522 35,481 o

Guarantee deposit received 20,869 4,497 2.,

Other noncurrent liabilities-other 61,287 64,727 o
Total $111,881 $122,306

(18) Operating leases

Operating lease commitments — Group as lessor

Shanghai Grape King has entered into an operating lease in term from June 2014 to March
2034 with a non-related party. As of December 31, 2016, Shanghai Grape King has received
prepaid rents, recorded as advances received, for the period of 9 years and 3 months. The

movement schedule of prepaid rents is listed as follows:

As of December 31,

2016 2015
Beginning balance $72,052 $64,933
Prepaid rent added in current period 14,661 25,990
Rent income recognized in current period (17,832) (17,768)
Exchange difference (5,026) (1,103)
Ending balance of prepaid rent $63,855 $72,052

Advances received for operating leases are as follows:

As of December 31,

2016 2015
Other current liabilities $5,478 $7,325
Other non-current liabilities-other 58,377 64,727
Total $63,855 $72,052
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Operating lease commitments — Group as lessee

Future minimum lease payments of non-cancellable operating leases are as following:

As of December 31,

2016 2015
Within one year $47,238 $31,968
From one year to five years 105,220 61,078
Total $152,458 $93,046

The lease contracts listed above are rental expenses for leasing operations centers, automobiles
and warehouses.

Operating lease expenses recognized are as follows:

2016 2015

Minimum lease payments $47,207 $42,209

(19) Post-employment benefits

Defined contribution plan

The Company and its domestic subsidiaries adopt a defined contribution plan in accordance
with the Labor Pension Act of the R.O.C. Under the Labor Pension Act, the Company and its
domestic subsidiaries will make monthly contributions of no less than 6% of the employees’
monthly wages to the employees’ individual pension accounts. The Company and its domestic
subsidiaries have made monthly contributions of 6% of each individual employee’s salaries
or wages to employees’ pension accounts. In addition, before the end of each year, the
Company estimates the balance of the aforesaid labor retirement reserve account. If the
balance is less than the amount of the pension that is estimated to be in accordance with the
aforesaid pension in the next year, The difference before the end of the month.

Subsidiaries located in the People’s Republic of China will contribute social welfare benefits
based on a certain percentage of employees’ salaries or wages to the employees’ individual
pension accounts.

Pension benefits for employees of overseas subsidiaries and branches are provided in
accordance with the local regulations.
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Expenses under the defined contribution plan for the years ended December 31, 2016 and
2015 were NT$18,946 thousand and NT$14,396 thousand, respectively.

Defined benefit plan

Expenses under the defined benefit plan for the years ended December 31, 2016 and 2015
were NT$1,187 thousand and NT$1,814 thousand, respectively.

The Company and its domestic subsidiaries adopt a defined benefit plan in accordance with
the Labor Standards Act of the R.O.C. The pension benefits are disbursed based on the units
of service years and the average salaries in the last month of the service year. Two units per
year are awarded for the first 15 years of services while one unit per year is awarded after the
completion of the 15th year. The total units shall not exceed 45 units. Under the Labor
Standards Act, the Company and its domestic subsidiaries and its domestic subsidiaries
contribute an amount equivalent to 2% of the employees’ total salaries and wages on a
monthly basis to the pension fund deposited at the Bank of Taiwan in the name of the
administered pension fund committee. Before the end of each year, the Company assesses the
balance in the Funds. If the amount of the balance in the Funds is inadequate to pay retirement
benefits for employees who conform to retirement requirements in the next year, the Company
is required to fund the difference in one appropriation that should be made before the end of
March of the next year.

The fund is operated in a portfolio basis by Governance Committee on Labor Retirement Fund
in accordance with the Rule for Custody and Operating the Labor Retirement Fund. The
investment of the Fund may be executed either by the Committee itself or by outsourced other
profession institutions with its investment strategy, including both active and passive
management, targeting in a medium or longer term. In considering the risks of market, credit
and liquidity, the Committee establishes the ceiling of fund investment and control plan, in
one hand, to reduce investment risk to an affordable extent and, in the other hand, to achieve
the targeted return flexibly. The use of the Fund, the annual income of the minimum allocation
of income shall not be lower than the local bank two-year deposit of the proceeds, if
insufficient, then approved by the authorities for the treasury to make up. Because the
Company is not entitled to participate in the operation and management of the Fund, it is not
possible to disclose the fair value of the planned assets in accordance with the provisions of
Paragraph 142 of IAS 19.

As of December 31, 2016, the Company plans to contribute NT$4,171 thousand to the funds
under its defined benefit scheme during the following fiscal year.
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As of December 31, 2016 and 2015, the maturities of the Company’s defined benefit plan
were expected in 2029 and 2028 and the detail information is listed as below.

Pension costs recognized in profit or loss were as follows:

=

g. For the year ended December 31,
2 2016 2015

8' Current period service costs $761 $1,036

E Net interest of defined benefit liability (asset) 426 778

= Total 31,187 51,814

)

Reconciliation of liability (asset) of the defined benefit plan is as follows:

As of
Dec. 31, 2016 Dec. 31,2015 Jan. 1, 2015
Defined benefit obligation $39,068 $45,295 $48,984
Plan assets at fair value (26,546) (9,482) (8,578)
Other non-current liabilities — net defined
benefit liability $12,522 $35,813 $40,406

Reconciliation of liability (asset) of the defined benefit liability is as follows:

Present value of Net defined

defined benefit Fair value of benefit

obligation plan assets liability (asset)
2015.01.01 $48,984 $8,578 $40,406
Current service cost 1,036 - 1,036
Interest expense(revenue) 963 185 778
Past service cost and settlement - - -
Total 50,983 8,763 42,220
Re-measurement on defined benefit
liability/assets:
Actuarial gain/loss due to change in
population statistic assumptions - - -
Actuarial gain/loss due to change in
financial assumptions 3,578 - 3,578
Experience adjustments 1,934 - 1,934
Re-measurement on defined benefit assets - 51 (51)
Total 5,512 51 5,461
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Benefits paid (11,200) (3,980) (7,220)
Contributions by employer - 4,648 (4,648)
Effect of exchange rate - - -
2015.12.31 45,295 9,482 35,813
Current service cost 761 - 761
Interest expense(revenue) 591 165 426

Past service cost and settlement - - -

Total 46,647 9,647 37,000
Re-measuerment on defined benefit
liability/assets:
Actuarial gain/loss due to change in
population statistic assumptions - - -
Actuarial gain/loss due to change in

financial assumptions (1,050) - (1,050)
Experience adjustments 452 - 452
Re-measurement on defined benefit assets - (14) 14
Total (598) (14) (584)

Benefits paid (6,981) - (6,981)
Contributions by employer - 16,913 (16,913)
Effect of exchange rate - - -
2016.12.31 $39,068 $26,546 $12,522

The actuarial assumptions used for the Group’s defined benefit plan are shown below:

As of December 31,
2016 2015
Discount rate 1.5% 1.25%
Expected rate of salary increases 2.00% 2.00%
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Sensitivity analysis:

For the year ended December 31,

2016 2015

Increase Decrease in Increase Decrease in

in defined defined in defined defined

benefit benefit benefit benefit

obligation obligation obligation obligation
Discount rate increase by 0.25% $- $(1,005) $- $(1,189)
Discount rate decrease by 0.25% 1,050 - 1,243 -
Expected salary level increased by 0.25% 1,042 - 1,230 -
Expected salary level decreased by 0.25% - (1,002) - (1,183)

For the purpose of sensitivity analysis above, the Company calculated the impact on defined
benefit obligation due to a reasonable and feasible change of one single assumption (i.e.
discount rate or expected salary level) with other assumptions remaining equal. Please note
that the sensitivity analysis has its limitation due to the co-relation between different actuarial
assumptions and the rarity that only one assumption changes at a time.

The method used in the analysis is consistent for both current and prior years.
(20) Equities
(a)Common stock

The Company had 150,000 thousand authorized shares of which 1,352,142 thousand shares
and 1,303,001 thousand shares were issued, as of December 31, 2016 and 2015,
respectively, each at par of NT$10.

During 2015, the unsecured convertible bonds in amount of NT$11,100 thousand were
converted into 65,101 shares at par value of NT$651 thousand.

During 2016, the unsecured convertible bonds in amount of NT$815,700 thousand were
converted into 4,914,070 common shares at par value of NT$49,141 thousand. Among
these shares, 1,263,976 shares at par value of NT$12,640 thousand has not yet been legally
registered for the capital change as of December 31, 2016.While the Board has resolved in
a meeting held on January 19, 2017 the measurement date to be at February 6, 2017.
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(b)Capital reserve
As of December 31,
2016 2015 VI.
Treasury share transactions $4,363 $4,363 g
Convertible bonds — share option 7,842 44,770 2
Additional paid-in capital 787,016 10,434 ni'
Total $799,221 $59,567 3
':_":
)

According to Taiwan Company Act, the capital reserve shall not be used except for making
good the deficit of the Company. When a company incurs no loss, it may distribute the
capital reserves related to the income derived from the issuance of new shares at a premium
or income from endowments received by the Company. The distribution could be made in
cash or in the form of dividend shares to its shareholders in proportion to the number of
shares being held by each of them.

(c)Retained earnings and dividend policy
A.Retained earnings

According to the amendment of Article #235-1 of Taiwan Company Act announced on
May 20, 2015, the Company shall provide a fixed amount or percentage of the actual
profit for a year to be distributed as “employees’ compensation”. The shareholders’
meetings of the Company and its subsidiary, Pro-partner Inc., held on June 16, 2016 and
April 26, 2016, respectively, have resolved the amendments of their Articles of
Incorporation. According to the revised Articles of Incorporations, current year’s earnings,
if any, shall be distributed in the following order:

Payment of all taxes and dues;
Making up loss for preceding years, if any;
Set aside 10% of the remaining amount after deducting items (a) and (b) as legal reserve;

Set aside or reverse special reserve in accordance with law and regulations; and

°© Qo o

The distribution of the remaining portion, if any, will be recommended by the Board
of Directors and resolved in the shareholders’ meeting.

Prior to the amendments of Articles of Incorporation, for the Company and Pro-partner
Inc., current year’s earnings, if any, after payment of all taxes and dues, it should be first
used to offset the operating loss, if any, incurred from previous years. After that, 10% of
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the remaining balance should be set aside for legal reserve. Afterwards, according to the
related regulations, part of the remaining should be set aside for the special reserve if
deemed necessary. Both companies may, based on business needs, resolve to make certain
reservation from the combined amount of the remaining current earnings and the
accumulated undistributed earnings from previous years and distribute the rest in the ratio

listed below respectively.

The Company Pro-partner

Dividends and bonus 87% 90%
Employees’ bonuses 11% 5%
Directors' and supervisors' remuneration 2% 5%

B. Dividend policy

The Company’s dividend policy shall be determined pursuant to the factors, such as the
investment environment, capital requirement, domestic and overseas competition
environment, current and future business development plan, as well as shareholders’
interests. The distribution of shareholders dividend shall be not lower than 60% remaining
current-year earnings. However, the shareholders may resolve not to distribute dividends if
the accumulated earnings were lower than 10% of the paid-in capital. The dividend can be
distributed by cash, stock or both while at least 10% of total dividends shall be in cash.

C. Legal reserve

According to Taiwan’s Company Act, the Company needs to set aside an amount as legal
reserve unless where such legal reserve amounts to the amount of total authorized capital.
The legal reserve can be used to make good the deficit. When the Company incurs no loss,
it may distribute the portion of legal serve which exceeds 25% of the paid-in capital by
issuing new shares or by cash in proportion to the number of shares being held by each of
the shareholders.

. Special reserve

Following the adoption of TIFRS, the Taiwan FSC on April 6, 2012 issued Order No.
Financial-Supervisory-Securities-Corporate-1010012865, which sets out the following
provisions for compliance:

On a public company's first-time adoption of the TIFRS, for any unrealized revaluation
gains and cumulative translation adjustments (gains) recorded to shareholders’ equity that
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the Company elects to transfer to retained earnings by application of the exemption under
IFRS 1, the Company shall set aside an equal amount of special reserve. Following a
company’s adoption of the TIFRS for the preparation of its financial reports, when

=

distributing distributable earnings, it shall set aside to special reserve, from the profit/loss
of the current period and the undistributed earnings from the previous period, an amount
equal to “other net deductions from shareholders’ equity for the current fiscal year,
provided that if the Company has already set aside special reserve according to the
requirements in the preceding point, it shall set aside supplemental special reserve based
on the difference between the amount already set aside and other net deductions from

a)ijoid |eueuly

shareholders’ equity. For any subsequent reversal of other net deductions from
shareholders’ equity, the amount reversed may be distributed.

E. Details of the Company’s 2016 and 2015 earnings distribution and dividends per share as
approved in the Board of Director meeting held on March 21, 2017 and annual
shareholders’ meeting on June 16, 2016 are listed as follows:

Dividend per share
Appropriation of earnings  (in NTS$)

2016 2015 2016 2015
Legal reserve $129.,677 $105,165
Common stock — cash dividend 862,120 729,681 6.4 5.6

As to the details of estimation regarding employee’s and directors’ compensation, please
refer to Note 6(22) to the financial statements.

F. Information regarding Pro-Partner’s 2016 and 2015 earnings distribution and dividends per
share as proposed/approved in the Board of Director meeting held on February 21, 2017
and annual shareholders’ meeting on April 26, 2016 are listed as follows:

Dividend per share
Appropriation of earnings  (in NTS$)

2016 2015 2016 2015
Legal reserve $147,538 $123,808
Common stock —cash dividend 1,062,201 891,316 60.35 50.64
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G. Non-controlling interests

Beginning balance

Profit attributable to non-controlling interests :

Net income

Cash dividends to non-controlling interests

Actuarial gains and losses on defined benefit

Ending balance

(21)Operating revenue

Sale of goods

Revenue arising from rendering of services

Other operating revenue
Total

For the year ended December 31,

2016 2015
$741,347 $645,756
590,151 495,232
(356,527) (399,584)
(34) (57)
$974,937 $741,347

For the year ended December 31,

2016 2015
$8,559,406 $7,052,812
624,401 195,043
1,214 ;
$9,185,021 $7,247,855

(22)Schedule of employee benefits, depreciation and amortization by function during the years
ended December 31, 2016 and 2015:

For the year ended December 31,

2016 2015
Operating | Operating Operating | Operating
costs expenses Total costs expenses Total

Employee benefits expense

Salaries & wages $175,608 | $646,498| $822,106 | $162,803 | $533,007 | $695,810

Labor and health insurance 12,846 24,674 37,520 11,160 18,373 29,533

Pension 10,006 10,127| 20,133 7,911 8,299 16,210

Other employee benefits 6,562 20,929 27,491 3,100 13,167 16,267
Depreciation 128,698 76,317| 205,015| 88,677 61,104| 149,781
Amortization - 4,281 4,281 - 610 610

A resolution was passed at the shareholders’ meeting of the Company held on June 16, 2016
to amend the Articles of Incorporation of the Company. According to the resolution, 6%~8%
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of profit of the current year is distributable as employees’ compensation and no higher than
2% of profit of the current year is distributable as remuneration to directors and supervisors.
However, the company's accumulated losses shall have been covered. The Company may, by
a resolution adopted by a majority vote at a meeting of Board of Directors attended by two-
thirds of the total number of directors, have the profit distributable as employees’
compensation in the form of shares or in cash; and in addition thereto a report of such
distribution is submitted to the shareholders’ meeting. Information on Board of Directors’
resolution regarding employees’ compensation and remuneration to directors and supervisors
can be obtained from “Market Observation Post System” on the website of TWSE.

Based on profit of the year ended December 31, 2016, the Company estimated the amounts of
the employees’ compensation and remuneration to directors and supervisors for the year ended
December 31, 2016 to be 8% of profit of the current year and 2% of profit of the current year,
respectively, recognized as employee benefits expense and remuneration to directors and
supervisors. As such, employees’ compensation and remuneration to directors and supervisors
for the year ended December 31, 2016 amount to NT$123,322 thousand and NT$30,831
thousand, respectively. Employees’compensation and remuneration to directors and
supervisors for the year ended December 31, 2015 amount to NT$100,745 thousand and
NT$25,186 thousand, respectively.

The Company’s Board of directors, in a meeting held on March 14, 2016, have approved the
Company’s 2015 employee compensation and remuneration to directors and supervisors, all
in cash, to be NT$100,745 thousand and NT$25,186 thousand, respectively.

The Company’s Board of directors, in a meeting held on March 21, 2017, have approved the
Company’s 2016 employee compensation and remuneration to directors and supervisors, all
in cash, to be NT$123,322 thousand and NT$30,831 thousand, respectively.

In addition, the Articles of Incorporation of Pro-Partner Inc., stipulate that,the profit of current
year should be covered by accumulated loss,4% of the remaining amount is distributed as
employee’s compensation and no higher than 5% is distributive as remuneration to directors
and supervisors.

Pro Partner Inc., estimated the employees compensation and remuneration to directors
amounted to NT$65,556 thousand and NT$81,946 thousand, respectively.The difference
amounted to NT$15 thousand between the estimation and the resolution of Directors’meeting
was recognized in profit and loss in 2016.
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The distributions of employees’ compensation and remuneration to directors for 2016
amounted to NT$79,314 thousand and NT$99,142 thousand,respectively were approved

through the Board of Directors’ meeting.
(23)Non-operating incomes and expenses

(a) Other incomes

Interest income from bank deposits
Rental revenue

Dividend revenue

Other Income

Total

(b) Other gains and losses

Gain from disposal of PPE

Foreign exchange gain, net

Gain from financial assets at fair value through P/L
Others

Total

(c) Finance costs

Imputed interest on deposit
Interest on borrowings from bank
Interest on bonds payable

Total

For the year ended
December 31,

2016 2015
$3,432 $3,387
21,660 22,413

2 -
84,896 66,217
$109,990 $92,017

For the year ended
December 31,

2016 2015
$(601) $-
(611) (639)
1,472 3,592
(66) (1,646)
$194 $1,307

For the year ended
December 31,

2016 2015
$169 $81
18,168 16,615
13,370 6,440
$31,707 $23,136
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(24) Components of other comprehensive income

For the year ended December 31, 2016

=

Income tax relating to Income  tax m
Arising during components other benefit Other comprehensive S
the period comprehensive income income, net of tax é.
Not reclassified to profit or ;
loss: §|
Measure on defined benefits $584 $584 $(99) $485 %
plan
To be reclassified to profit or
loss in subsequent period:
Exchange differences resulting
from translating the financial
statements ~ of  foreign
operations (26,599) (26,599) - (26,599)
Total $(26,015) $(26,015) $(99) $(26,114)

For the year ended December 31, 2015

Arising during

the period

Income tax relating to Income

components

comprehensive income

other benefit

tax
Other comprehensive

income, net of tax

Not reclassified to profit or
loss:
Measure on defined benefits $(5,461)
plan
To be reclassified to profit or
loss in subsequent period:
Exchange differences Resulting
from translating the financial
statements of  foreign

operations (5,528)

$(5,461)

(5,528)

$928 $(4,533)

- (5,528)

Total $(10,989)

$(10,989)

$928 $(10,061)
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(25)Income tax
The major components of income tax expense (income) are as follows:

Income tax expense (income) recognized in profit or loss

For the year ended

December 31,
2016 2015

Current income tax expense (benefit):

Estimated 10% income tax on unappropriated earnings $43,963 $15,784

Current income tax charge 398,006 317,538
Deferred income tax expense (benefit):

Deferred income tax expense (benefit) related to (16,390) 2,398

origination and reversal of temporary difference

Total income tax expense $425,579 $335,720

Income tax relating to components of other comprehensive income

For the year ended December 31,

2016 2015
Deferred tax expense (benefit):
Exchange differences on translation of foreign
operations $- $-
Remeasurement of defined benefit plans 99 (928)
Income tax relating to components of other
comprehensive income $99 $(928)

Reconciliation between tax expense and the product of accounting profit multiplied by
applicable tax rates is as follows:

For the year ended December 31,

2016 2015
Accounting profit (loss) before tax from continuing
operations $2,312,499 $1,882,604
Tax payable at the enacted tax rates $591,091 $441,593
10 % surtax on undistributed retained earnings 43,963 15,784
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Others

Tax effect of deferred tax assets/liabilities

Reversal of uncertain tax position upon finalization

Total income tax expense (income) recognized in

profit or loss

(155,112) (119,602)
(50,738) (2,055)
(3,625) -
$425,579 $335,720

Deferred tax assets (liabilities) relate to the following:

For the year ended December 31, 2016

Temporary differences
Unrealized revaluation
Employee benefit payable
Allowance for uncollectible accounts
Subsidy revenue
Unrealized of Inventory scrap
Provisions for sales returns and
allowances
Non-current liability — Defined
benefit Liability
Actuarial gains or losses on defined
benefits plan
Unrealized intragroup profits and
losses
Deferred tax income/ (expense)
Net deferred tax assets/(liabilities)
Reflected in balance sheet as follows:

Deferred tax assets

Deferred tax liabilities

Deferred  tax Deferred tax
income income
Beginning balance (expense) (expense)

as of Jan. 1, 2016 recognized in recognized in Ending balance as
P/L OCI of Dec. 31, 2016

$(68,463) $- $- $(68,463)
241 - - 241

205 280 - 485

- 16,527 - 16,527

- 42 - 42

- 1,275 - 1,275

2,603 (2,344) - 259
(602) - (99) (701)
2,334 610 - 3,444

$16,390 $(99)

$ (63,182) $(46,891)
$5,973 $22,381
$(69,155) $(69,272)
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For the year ended December 31, 2015

Temporary differences

Beginning balance

as of Jan. 1, 2015

Deferred tax Deferred tax

incom

(expense)

e income

(expense)

recognized in recognized in Ending balance as

Unrealized revaluation

Employee benefit payable

Allowance for uncollectible accounts

Non-current liability — Defined

benefit Liability

Actuarial gains or losses on defined

benefits plan

Unrealized intragroup profits and

losses

Deferred tax income/ (expense)

Net deferred tax assets/(liabilities)

Reflected in balance sheet as follows:

Deferred tax assets

Deferred tax liabilities

P/L OCI of Dec. 31, 2015

$(68,463) $- $- $(68,463)
241 - - 241
205 - - 205
4,510 (1,907) - 2,603

(1,530) - 928 (602)
3,325 (491) - 2,834

$(2,398) $928

$(61,712) $(63,182)
$8,342 $5,973

$(70,054) $(69,155)

The following table contains information of the unused tax losses of the Group:

Unused tax losses carry — forward

as of December 31,

Tax loss
Year for the period 2016 2015 Maturity
2012 $17,454 $- $17,454 2017
2013 7,346 - 7,346 2018
2014 3,943 - 3,943 2019
2015 24,997 163 24,997 2025
2016 17,315 17,315 - 2026
$17,478 $53,740




English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese
Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

Unrecognized deferred tax assets

As of December 31, 2016 and 2015, deferred tax assets that have not been recognized as they
may not be used to offset future taxable income amounted to NT$51,044 thousand and
NT$101,782 thousand, respectively.

=

I

Imputation tax credit information g

Q'L

As of December 31, 3

2016 2015 %

Balance of imputation tax credit °
The Company $177,187 $146,231

The expected creditable ratio for 2016 and the actual for 2015 were 8.59% and 18.97%,
respectively.

The Company’s earnings generated in the year ended December 31, 1997 and prior years have
been fully appropriated.

Tax assessment

As of December 31, 2016, the assessment from tax authority for the Company and Pro-partner
Inc. are as follows:

Status
The Company Assessed and approved up to 2014
Pro-partner Inc. Assessed and approved up to 2014

(26)Earnings per share

Basic earnings per share amounts are calculated by dividing net profit for the year attributable
to ordinary equity holders of the parent entity by the weighted average number of ordinary
shares outstanding during the year.

Diluted earnings per share amounts are calculated by dividing the net profit attributable to
ordinary equity holders of the parent entity by the weighted average number of ordinary shares
outstanding during the year plus the weighted average number of ordinary shares that would
be issued on conversion of all the dilutive potential ordinary shares into ordinary shares.
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(a)

)

Basic earnings per share

Profit attributable to ordinary equity holders of the
Company (in thousand NT$ )

Weighted
outstanding for basic earnings per share (in thousand

average number of ordinary shares

shares)

Basic earnings per share (in NT$)

Diluted earnings per share

Profit attributable to ordinary equity holders of the
Company (in thousand NT$)

Interest expense from convertible bonds (in thousand
NTS)

Gain or loss on valuation of redemption

Profit attributable to ordinary equity holders of the
Company after dilution (in thousand NT$)

Weighted
outstanding for basic earnings per share (in thousand

average number of ordinary shares
shares)

Effect of dilution:

Employee bonus — stock (in thousand shares)

Convertible bonds (in thousands shares)

Weighted
outstanding after dilution (in thousand shares)

average number of ordinary shares

Diluted earnings per share (in NT$)

For the year ended
December 31,

2016 2015
$1,296,769 $1,051,652
131,988 130,240
$9.82 $8.07

For the year ended

December 31,

2016 2015
$1,296,769  $1,051,652
12,707 6,333
528 (1,794)
$1,310,004  $1,056,191
131,988 130,240
763 771
4,112 2,036
136,863 133,047
$9.57 $7.94

There were no other transactions involving ordinary shares or potential ordinary shares

except as disclosed in Note 11 between the balance sheet date and the date of completion of

the consolidated financial statements.
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(27)Subsidiary that has material non-controlling interests

Financial information of subsidiary that has material non-controlling interests is provided

below:
Proportion of equity interest held by non-controlling interests:

The summarized financial information of'this subsidiary is provided below. This information
is based on amounts before inter-company eliminations.

As of December 31,

Country of Incorporation and

Name operation 2016 2015
Pro-partner Republic of China 40% 40%
As of December 31,
2016 2015
Accumulated balances of material non-controlling
interest:
Pro-partner $974,937 $741,347
For the year ended December 31,
P/L allocated to material non-controlling interest: 2016 2015
Pro-partner $590,151 $495,232
For the year ended December 31,
Dividends paid to material non-controlling interest: 2016 2015
Pro-partner $356,527 $399,584

The summarized financial information of'this subsidiary is provided below. This information
is based on amounts before inter-company eliminations.
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Summarized information of profit or loss for the years ended December 31, 2016 and 2015

1s as follows:

For the year ended December 31,

=

2016 2015
E' Operating revenue $8,169,428 $6,708,035
%. Profit/loss from continuing operation $1,475,377 $1,238,081
% Total comprehensive income for the period $1,475,290 $1,237,938
=
o
o Summarized information of financial position as at December 31, 2016 and 2015 is as
follows:
As of December 31,
2016 2015
Current assets $1,467,175 $1,171,640
Non-current assets 3,548,077 3,498,453
Current liabilities (1,631,003) (1,346,440)
Non-current liabilities (946,907) (1,470,286)

Summarized cash flow information for the years ended December 31, 2016 and 2015 is as

follows:
For the year ended December 31,
2016 2015
Operating activities $1,738,734 $1,497,080
Investing activities (113,470) (2,027,058)
Financing activities (1,397,599) 494,572
Net increase/(decrease) in cash and cash equivalents 227,665 (35,406)

7. Related party transactions

(1) Significant transactions with related parties

(a) Sales
For the year ended December 31,
2016 2015
Other related parties $34,581 $106,714
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The above mentioned parties are the exclusive distributors for beverage products of the
Company, and the Multi-level marketing (MLM) members of the subsidiaries. The sales
price for the other related parties was determined based on mutual consent and the price
for the third-party MLM member customers. There is no significant difference regarding
the terms and conditions for the other related parties and for the third-parties.

(b) Amounts owed by related parties

As of December 31,
2016 2015
Other related parties $2,907 $12,720
Less: allowance for doubtful debts - -
Net $2,907 $12,720
(c) Other payables to related parties
As of December 31,
2016 2015
Other related parties $33,079 $27,347

(d) Sales and marketing expenses - commission

For the year ended December 31,
2016 2015

Other related parties $381 $3,848

The above related parties are MLM members of subsidiary. The calculation and payment
terms are the same as with the general membership in accordance with the regulations of

Business Manual.

(e) General and administrative expenses - rental

For the year ended December 31,
2016 2015

Other related parties $2,642 $2,172

The rental to the above related parties and normal rental prices were similar and
comparable. The rental was paid either monthly or in full at the beginning of each year.
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(f) General and administrative expenses — incentive

For the year ended December 31,
2016 2015

Other related parties $- $177

The above related parties are MLM members of subsidiary. The calculation and payment
terms are the same as with the general membership in accordance with the regulations of
Associate Member contest approaches.

(g) General and administrative — donations

For the year ended December 31,
2016 2015

Other related parties $300 $200

(h) Revenue from rental assets

For the year ended December 31,
2016 2015

Other related parties $2,723 $3,628

The rental from the above related parties and normal rental prices were similar and
comparable. The term of collection was either in a monthly installment or in full at the

beginning of each year.
() Key management personnel compensation

For the year ended December 31,

2016 2015
Short-term employee benefits $108,701 $96,877
Post-employment benefits 256 357
Total $108,957 $97,234
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8. Assets pledged as collaterals

The following assets are pledged as collaterals for bank loans and contract deposit.

As of December 31,

Assets pledged 2016 2015

Property, plant and equipment-land $2,121,928 $2,314,312
Property, plant and equipment-building 1,055,355 1,268,046
Other financial assets- pledged time deposits 4,460 1,860
Total $3,181,743 $3,584,218

9. Commitments and contingencies

(1) The Company’s guarantee notes issued to banks for credit lines amounted to NT$302,810

thousand.

(2) The Company entered into a contract for plant and machinery. Total contract amount is
NT$979,998 thousand while NT$63,587 thousand remained unpaid as of December 31,

2016.

(3) For operational needs, Pro-partner has to establish operational bases in Taipei, Taoyuan,
Hsinchu, Fengyuan, Taichung, Kaohsiung, Pingjhen, Hualien and Tainan. All offices, except
for Taipei operational center which is a business building purchased and owned by Pro-
partner, were leased from others. The information concerning the operating leases sustained

as of December 31, 2016 is listed below:

Operation Sites ~ Lessor The lease term Monthly rental
Taipei City Uni-President Enterprises Corporation 2013.5.1~2018.4.30 $570
Hsinchu City Tsai,Fu-Ching 2015.10.1~2017.3.31 110
Hsinchu City Lin,Zhuang-Long, Wu,Yi-Wan 2016.11.1~2021.10.31 320
Fengyuan Dist. ~ Lin,Fen-Ling 2014.6.1~2017.5.31 70
Taichung City Pu-Lin Ltd.(NOTE) 2007.11.1~2027.11.1 220
Taichung City Pu-Lin Ltd.(NOTE) 2010.4.1~2030.3.31 129
Kaohsiung City =~ The Company 2016.8.1~2019.7.31 236
Pingzhen City The Company 2016.4.1~2017.3.31 48
HuaLian City Liou,Chuen-Hou, Liou,Chuen-Lung 2014.3.1~2017.2.28 130
Tainan City Cathay Life Insurance Company, Ltd. 2016.3.21~2021.7.31 799
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4)

NOTE: According to the general manager of Pro-partner Inc., Pu-Lin Ltd has been funded
by herself while it has registered under the name of Yide Lin as the sole director and
shareholder. However, as she failed in requesting back the ownership of Pu-Lin Ltd from
Mr. Lin, she files a petition to the Court to abort the registration under other’s name. Pu-
Lin Ltd would be proved to have no relation with Pro-partner from the very beginning of
Pu-Lin Ltd if the petition were lost at final court decision. It can be construed that the
general manager of Pro-partner is solely a fund-provider of Pu-Lin Ltd, instead of a related
party, before her petition is finalized by the Court. Therefore, the Company’s rental
expenditures paid to Pu-Lin Ltd, including NT$4,198 thousand per year for both 2015 and
2016, were not disclosed in Note 7 to the consolidated financial statements.

Pro-partner Inc. has purchased the software rights of the cloud version of the direct
marketing information management system from WELLAN SYSTEM CO., LTD., in
August 2016. The total contract price is in amount of NT$19,780 thousand to be paid in
24 installments during the period of 2 years. As of December 31, 2016, the software system
mentioned above was not completed yet.

10. Losses due to major disasters

None.

11. Significant subsequent events

1.0n January 3, 2017, the Company’s board has resolved to buy back its own shares as
treasury stocks for transferring to its employee. The repurchase period is from January 4,
2017 to March 3, 2017 and the share volume to be brought back are 3,000,000 shares with
the unit price interval of NT$118 to NT$349.5. As of the end of the repurchase period, the
number of shares repurchased were 508,000 shares and the average repurchase unit price
NT$179.26.

2.Pro-partner Inc. has entered into certain agreements for computer software and hardware
leasing and maintenance contracts on February 1, 2008. Pro-partner Inc. also has entered
into additional software leasing and maintenance contracts for logistics management on
January 1, 2013 with "FINE EAGLE INVESTMENT LIMITED" for the services
provided by WELLAN SYSTEM CO., LTD., The general manager of Pro-partner Inc.
has paid the related commission in amount of NT$17,607 thousand to Pro-partner on
behalf of "FINE EAGLE INVESTMENT LIMITED" due to an Investigation Bureau case
against her. As the investigation is yet finalized, Pro-partner recorded the payment under
the caption of temporary receipts. Pro-partner will either return the payment or reclassify
it for proper account based on the Court’s decision.
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3. In December 2016, the Company was affected by news events suspected of changing label
on overdue goods. In order to allay the consumers’ concern, the Company accepted the
return from consumers by the end of February 2017. The Company has recorded the
allowance in amount of NT$7,500 thousand due to the sale return in the year of 2016.
Please refer to Note 6.14 for more details. As of February 28, 2017, the actual return
amounted to NT$5,838 thousand. As this case is in interrogation by authority, it is not
feasible to reasonably assess the impact of the event on the Company as of the issuance

date of the financial statements.

12. Financial instruments

(1) Categories of financial instruments

=
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Financial assets As of December 31,
2016 2015
Financial asset at fair value through P/L:
Held for trading $346,062 $721,594
Designated financial asset at fair value through
P/L 87 2,373
Total $346,149 $723,967
Available-for-sale financial assets (including
financial asset measured at cost) 28,028 28,028
Loans and receivables
Cash and cash equivalents (excluding cash on 1,895,115 1,428,755
hand)
Debt investments without active market 47,845 6,855
Notes receivable 5,098 8,312
Accounts receivable 196,383 75,553
Accounts receivable from related parties 2,907 12,720
Other receivables 4,056 1,688
Subtotal 2,151,404 1,533,883
Total $2,525,581 $2,285,878

157



=

3)ljoid |eueuly

158

English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese
Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

2)

3)

Financial liabilities As of December 31,
2016 2015
Financial liabilities at amortized cost:
Short-term loans $50,000 $-
Notes payable 11,335 774
Accounts payable 186,737 152,077
Other payables 1,686,213 1,317,835
Other payables — related parties 33,079 27,347
Bonds payable 168,981 946,164
Pong-term loans  (current portion 986,610 1,493,334
included)
Other long-term payables 17,203 17,601
Total $3,140,158 $3,955,132

Financial risk management objectives and policies

The Group’s principal financial risk management objective is to manage the market risk,
credit risk and liquidity risk related to its operating activates. The Group identifies measures
and manages the aforementioned risks based on the Group’s policy and risk preference.

The Group has established appropriate policies, procedures and internal controls for
financial risk management. Before entering into significant transactions, due approval
process by Board of Directors must be carried out based on related protocols and internal
control procedures. The Group complies with its financial risk management policy at all

times.

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of the changes in market prices. Market prices comprise currency risk,
interest rate risk and other price risk (such as equity risk).

In practice, it is rarely the case that a single risk variable will change independently from
other risk variables. There is usually interdependencies between risk variables. However the
sensitivity analysis disclosed below does not take into account the interdependencies
between risk variables.
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Foreign currency risk

The Group’s exposure to the risk of changes in foreign exchange rates relates primarily to
the Group’s operating activities (when revenue or expense are denominated in a different
currency from the Group’s functional currency) and the Group’s net investments in foreign
subsidiaries.

The Group has certain foreign currency receivables to be denominated in the same foreign
currency with certain foreign currency payables, therefore natural hedge is received.
Furthermore, as net investments in foreign subsidiaries are for strategic purposes, they are
not hedged by the Group.

The foreign currency sensitivity analysis of the possible change in foreign exchange rates on
the Group’s profit is performed on significant monetary items denominated in foreign
currencies as at the end of the reporting period. The Group’s foreign currency risk is mainly
related to the volatility in the exchange rates for foreign currency USD. The information of
the sensitivity analysis is as follows:

When NTD strengthens/weakens against foreign currency USD by 10%, the profit before
tax for the years ended December 31, 2016 and 2015 is decreased/increased by NT$11,867
thousand and NT$803 thousand, respectively.

Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. The Group’s exposure to the risk
of changes in market interest rates relates primarily to the Group’s loans and receivables at

variable interest rates.

The interest rate sensitivity analysis is performed on items exposed to interest rate risk as at
the end of the reporting period, including investments with variable interest rates. At the
reporting date, a change of 0.1% of interest rate in a reporting period could cause the profit
before tax for the years ended December 31, 2016 and 2015 to decrease/increase by NT$906
thousand and increase/decrease NT$58 thousand, respectively.

Equity price risk

The fair value of the Group’s unlisted equity securities and monetary fund are susceptible to
market price risk arising from uncertainties about future values of the investment securities.
The Group’s unlisted equity securities are classified under available-for-sale financial assets.
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4

)

The Group manages the equity price risk through diversification and placing limits on
individual and total equity instruments. Reports on the equity portfolio are submitted to the
Group’s senior management on a regular basis. The Group’s Board of Directors reviews and
approves all equity investment decisions.

At the reporting date, a change of 5% in the net asset value of the monetary fund held for
trading could increase/decrease the Group’s profit before tax for the years ended December
31,2016 and 2015 by NT$17,303 thousand and NT $36,080 thousand, respectively.

Credit risk management

Credit risk is the risk that the counterparty will not meet its obligations under a contract,
leading to a financial loss. The Group is exposed to credit risk from operating activities
(primarily for accounts receivables and notes receivables) and from its financing activities,
including bank deposits and other financial instruments.

Customer credit risk is managed by each business unit subject to the Group’s established
policy, procedures and control relating to customer credit risk management. Credit limits are
established for all customers based on their financial position, rating from credit rating
agencies, historical experience, prevailing economic condition and the Group’s internal
rating criteria etc. Certain customer’s credit risk will also be managed by taking credit
enhancing procedures, such as requesting for prepayment.

There is no concentration of credit risk of a single customer for the years ended 2016 and
2015. Therefore, the credit risk is insignificant.

Credit risk from balances with banks, fixed income securities and other financial instruments
is managed by the Group’s treasury in accordance with the Group’s policy. The Group only
transacts with counterparties approved by the internal control procedures, which are banks
and financial institutions, companies and government entities with good credit rating and
with no significant default risk. Consequently, there is no significant credit risk for these
counter parties.

Liquidity risk management

The Group’s objective is to maintain a balance between continuity of funding and flexibility
through the use of cash and cash equivalents and highly liquid equity investments. The table
below summarizes the maturity profile of the Group’s financial liabilities based on the
contractual undiscounted payments and contractual maturity. The payment amount includes
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the contractual interest. The undiscounted payment relating to borrowings with variable
interest rates is extrapolated based on the estimated interest rate yield curve as of the end of
the reporting period.

=

Non-derivative financial instruments

il
=
Less than 66 to 121 to 22 to 5More than %
months months years years 5 years Total )
As of 31 Dec. 2016 3
Carried at amortized cost :‘-Fh'
Short-term loans $50,039 $- $- $- $-  $50,039
Notes payable 11,335 - - - - 11,335
Accounts payable 186,737 - - - - 186,737
Bonds payable - - 174,502 - - 174,502
Other payables 1,484,623 234,669 - - - 1,719,292
Long-term payables - - - - 17,203 17,203
Long-term loans (current
portion included) 21,656 36,822 73,644 220,933 773,991 1,127,046
As of 31 Dec. 2015
Carried at amortized cost
Notes payable $774 $- $- $- $- $774
Accounts payable 152,077 - - - - 152,077
Bonds payable - - - 996,335 - 996,335
Other payables 1,169,578 175,604 - - - 1,345,182
Long-term payables - - - - 17,601 17,601
Long-term loans (current 23,832 29,875 92,954 349,027 1,240,617 1,736,305

portion included)

(6) Fair values of financial instruments

(a) The methods and assumptions applied in determining the fair value of financial
instruments:

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The
following methods and assumptions were used by the Group to measure or disclose the
fair values of financial assets and financial liabilities:
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a. The carrying amount of cash and cash equivalents, accounts receivables, accounts

payable and other current liabilities approximate their fair value due to their short
maturities.

. For financial assets and liabilities traded in an active market with standard terms and

conditions, their fair value is determined based on market quotation price (including
listed equity securities, beneficiary certificates, bonds and futures etc.) at the
reporting date.

. Fair value of equity instruments without market quotations (including private

placement of listed equity securities, unquoted public company and private company
equity securities) are estimated using the market method valuation techniques based
on parameters such as prices based on market transactions of equity instruments of
identical or comparable entities and other relevant information (for example, inputs
such as discount for lack of marketability, P/E ratio of similar entities and Price-Book
ratio of similar entities).

d. Fair value of debt instruments without market quotations, bank loans, bonds payable

and other non-current liabilities are determined based on the counterparty prices or
valuation method. The valuation method uses DCF method as a basis, and the
assumptions such as the interest rate and discount rate are primarily based on relevant
information of similar instrument (such as yield curves published by the GreTai
Securities Market, average prices for Fixed Rate Commercial Paper published by
Reuters and credit risk, etc.)

e. The fair value of derivatives which are not options and without market quotations, is

determined based on the counterparty prices or discounted cash flow analysis using
interest rate yield curve for the contract period. Fair value of option-based derivative
financial instruments is obtained using on the counterparty prices or appropriate
option pricing model (for example, Black-Scholes model) or other valuation method
(for example, Monte Carlo Simulation).
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(b) Fair value of financial instruments measured at amortized cost

The carrying amount of the Group's financial assets and liabilities measured at

=

amortized cost approximate their fair value.

T

Book value Fair value >

Financial liabilities :  2016.12.31 2015.12.31 2016.12.31 2015.12.31 3
o

Bonds payable $168,981 $946,164 $169,597 $953,695 -
S

)

(c) Fair value measurement hierarchy for financial instruments

Please refer to Note 12.8 for fair value measurement hierarchy for financial instruments
of the Group.

(7) Derivative financial instruments
The Group’s derivative financial instruments include embedded derivatives. The related
information for derivative financial instruments not qualified for hedge accounting and not

yet settled as of December 31, 2016, and December 31, 2015 is as follows:

Embedded derivatives

The embedded derivatives arising from issuing convertible bonds have been separated from
the host contract and carried at fair value through profit or loss. Please refer to Note 6(15)
for further information on this transaction.

(8) Fair value measurement hierarchy
(a) Fair value measurement hierarchy
All asset and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy, based on the lowest level
input that is significant to the fair value measurement as a whole. Level 1, 2 and 3 inputs

are described as follows:

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or
liabilities that the entity can access at the measurement date
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(b)

Level 2 — Inputs other than quoted prices included within Level 1 that are observable

for the asset or liability, either directly or indirectly

Level 3 — Unobservable inputs for the asset or liability

For assets and liabilities that are recognized in the financial statements on a recurring

basis, the Group determines whether transfers have occurred between Levels in the

hierarchy by re-assessing categorization at the end of each reporting period.

Fair value measurement hierarchy of the Group’s assets and liabilities

The Group does not have assets that are measured at fair value on a non-recurring basis.

Fair value measurement hierarchy of the Group’s assets and liabilities measured at fair

value on a recurring basis is as follows:

As of December 31, 2016

Level 1 Level 2 Level 3 Total
Financial assets:
Financial assets at fair value
through profit or loss
Monetary fund $346,062 $- $-  $346,062
Embedded derivative —
Redemption - - 87 87
Total $346,062 $- $87  $346,149
As of December 31, 2015
Level 1 Level 2 Level 3 Total
Financial assets:
Financial assets at fair value
through profit or loss
Monetary fund $721,594 $- $-  $721,594
Embedded derivative —
Redemption - - 2,373 2,373
Total $721,594 $- $2,373  $723,967

Transfers between Level 1 and Level 2 during the period

During the Years ended December 31, 2016 and 2015, there were no transfers between

Level 1 and Level 2 fair value measurements.
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Reconciliation for fair value measurements in Level 3 of the fair value hierarchy for

movements during the period is as follows:

Assets

=

At fair value through profit or loss

Beginning balances as of January 1, 2016 $2,373
Convertible for the year ended December 31, 2016 (1,758)
Total gains and losses recognized for the year ended
December 31, 2016:

Amount recognized in profit or loss (presented (528)

a)ijoid |eueuly

in “other profit or loss™)
Ending balances as of December 31, 2016 $87

Total gains and losses recognized in profit or loss for the years ended December 31, 2015
in the table above contain gains and losses related to assets on hand as of December 31,
2016 in the amount of NT$(528) thousand.

Information on significant unobservable inputs to valuation

Description of significant unobservable inputs to valuation of recurring fair value
measurements categorized within Level 3 of the fair value hierarchy is as follows:

As of December 31, 2016

Relationship
Significant Quantitative between inputs and Sensitivity of the input to
Valuation techniques unobservable inputs information fair value fair value

Financial assets:
At fair  value
through profit or
loss
Embedded Option pricing model Volatility 31.94% The higher the 1% increase (decrease) in
derivatives volatility, the the volatility would not

higher the fair value impact on the Group’s
of the embedded profit or loss.

derivatives.
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Financial assets:

At fair  value

through profit
loss
Embedded

derivatives

As of December 31, 2015 :
Relationship
Significant Quantitative between inputs and Sensitivity of the input to
Valuation techniques unobservable inputs information fair value fair value
or
Option pricing model Volatility 43.08% The higher the 1% increase (decrease) in
volatility, the the volatility would result

higher the fair value in decrease in the Group’s
of the embedded profit or loss by

derivatives. NT$593/890 thousand

(c) Fair value measurement hierarchy of the Group’s assets and liabilities not measured at

fair value but for which the fair value is disclosed

As of December 31, 2016

Financial assets not measured at fair
value but for which the fair value is
disclosed:
Investment properties (please refer to
Note 6.10)

Financial liabilities not measured at fair
value but for which the fair value is
disclosed:

Bonds payable (please refer to Note
6.15)

Level 2 Level 3 Total
$- $- $247,692 $247,692
$- $- $169,597 $169,597




English Translation of Consolidated Financial Statements and Footnotes Originally Issued in Chinese

Grape King Bio Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(Continued)

(Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)

As of December 31, 2015

Financial assets not measured at fair
value but for which the fair value is
disclosed:
Investment properties (please refer to
Note 6.10)

Financial liabilities not measured at fair
value but for which the fair value is
disclosed:

Bonds payable (please refer to Note
6.15)

Level 2 Level 3 Total

VI.
|
5
Q
a

$- $- $233,575 $233,575 o
v
=
&
o

$- $- $953.,695 $953,695

(9) Significant assets and liabilities denominated in foreign currencies

Information regarding the significant assets and liabilities denominated in foreign currencies

is listed below: (In Thousands)

As of Dec. 31, 2016

As of Dec. 31, 2015

Foreign Foreign
Foreign exchange Foreign exchange
currencies rate NTD currencies rate NTD
Financial assets
Monetary items:
USD $4,409 32.03 $141,233 $848 32.72 $27,737
Financial liabilities
Monetary items:
USD $705 32.03 $22,566 $608 32.44 $19,708

The above information is disclosed based on the carrying amount of foreign currency

(after conversion to functional currency).

The Company’s functional currency is variety. It can not be disclosured the foreign

exchange gains or losses on monetary financial assets and financial liabilities with each

significant influence. The Foreign exchange gains or losses of the Company amounted to
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NT$(611) thousand and NT$(639) thousand respectively on December 31, 2016 and
2015.

(10)Capital management

The objective of Company's capital management is maintaining a good capital structure
and to ensure the ability to operate continuously, in order to provide returns to stockholders
and the interests of other related parties, while maintaining the primal capital structure to
reduce costs of capital. The Company’s capital structure management strategies were based
on the industry size of the Company and its subsidiaries, industry's future growth, product
roadmaps, and changes in the external environment and other factors. The Company plans
the required capacity and the necessary plant and equipment to achieve this capacity and
the corresponding capital expenditure according to those strategies. Then the Company
calculates the required working capital and cash, based on industry characteristics, and
estimate the possible product margins, operating margin and cash flow. In order to
determine the most appropriate of the Company’s capital structure, taking into
consideration cyclical fluctuations in industrial, product life cycle and other risk factors.

As of December 31, 2016 and December 31, 2015, the debt ratios of the Group are listed

below:
As at December 31,
2016 2015
Total liabilities $3,766,807 $4,392,809
Total capital $9,549,756 $8,612,365
Debt ratio 39.44% 51.01%

13. Other disclosure

(1) Information at significant transactions
a. Financing provided to others for the years ended December 31, 2016: None

b. Endorsement/Guarantee provided to others for the years ended December 31,2016:
Please refer to attachment 1

c. Securities held as of December 31, 2016(excluding subsidiaries, associates and joint
venture): Please refer to attachment 2.
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d. Individual securities acquired or disposed of with accumulated amount exceeding the
lower of NT$300 million or 20 percent of the capital stock for the years ended
December 31, 2016: None

=

e. Acquisition of individual real estate with amount exceeding the lower of NT$300
million or 20 percent of the capital stock for the years ended December 31, 2016:
None

f. Disposal of individual real estate with amount exceeding the lower of NT$300 million
or 20 percent of the capital stock for the year ended December 31, 2016: None

a)ijoid |eueuly

g. Related party transactions for purchases and sales amounts exceeding the lower of
NT$100 million or 20 percent of the capital stock for the years ended December 31,
2016: Please refer to attachment 3.

h. Receivables from related parties with amounts exceeding the lower of NT$100 million
or 20 percent of capital stock as of December 31, 2016: Please refer to attachment 6.

1. Financial instruments and derivative transactions: None

J- Intercompany relationships and significant intercompany transaction: Please refer to
attachment 8.

(2) Information on investees

1. Names, locations and related information of investees as of December 31, 2016
(excluding the investment in Mainland China): Please refer to attachment 4.

2. Information at significant transactions

a. Financing provided to others for the year ended December 31, 2016: Please refer to
attachment 5.

b. Endorsement/Guarantee provided to others for the year ended December 31,2016:
None

c. Securities held as of December 31, 2016 (excluding subsidiaries, associates and joint
venture): Please refer to attachment 2.
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Individual securities acquired or disposed of with accumulated amount exceeding the
lower of NT$300 million or 20 percent of the capital stock for the years ended
December 31, 2016: None

Acquisition of individual real estate with amount exceeding the lower of NT$300
million or 20 percent of the capital stock for the year ended December 31, 2016:
Please refer to attachment 7

Disposal of individual real estate with amount exceeding the lower of NT$300 million
or 20 percent of the capital stock for the year ended December 31, 2016: None

Related party transactions for purchases and sales amounts exceeding the lower of
NT$100 million or 20 percent of the capital stock for the years ended December 31,

2016: Please refer to attachment 3.

Receivables from related parties with amounts exceeding the lower of NT$100 million
or 20 percent of capital stock as of December 31, 2016: Please refer to attachment 6.

Financial instruments and derivative transactions: None
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(3) Information on investments in mainland China :

Investee company name, main businesses and products, total amount of capital, method of investment, accumulated inflow and outflow of investments from Taiwan, net

income (loss) of investee company, percentage of ownership, investment income (loss), book value of investments, cumulated inward remittance of earnings and limits on

investment in Mainland China :

Amounts in Thousands of New Taiwan Dollars, Unless Specified Otherwise

Accumulated
Investment Flows Accumulated
Accumulated Investment |Net Investment |Carrying
Percentage Inward
) ) Total amount|Method of{Investment Outflows Income ) Profit(Loss) |Amount as at )
Investee |Main  businesses  and . . of Direct or . Remittance of]
of  paid-in|investment Outflows from from Taiwan|(Loss) of| Recognized |December )
company |products ) ) Indirect Earnings as of]
capital (Note 1) Taiwan as at{Outflow Inflow|as at|Investee ~ |(Note 2) 31, 2016
Ownership December 31,
January 1, 2016 December  |Company 2016
31,2016
Shanghai
. . $352,000 $847,672 $227,182 $416,094
Grape Manufacturing and selling|US$27,900 |(Notel(2)) $495,672 - 100% $227,182 -
. (USD11,000 (USD 27,350{(Note2
King capsule, tablet, related|thousand (Note 3) (USD16,350 (Note 2(2)B)
) ) thousand) thousand) (2)B)
Enterprise |products and services. thousand)
(Note 5)
Co., Ltd.
~ |Stock  management and $26,794
Shanghai ) (Note 1(2))  [$26,794 $- $- - 18.77% $- $28,008 $-
related services of the|US$ 4,890 (USD878
Yusong ) ) (Note 4) (USD878 (Note 2(3)) (Note 2(3))
thermostatic fresh freezing|thousand thousand)
Co., Ltd. thousand)

freezing warehouse.

=
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g (Amounts Expressed in Thousands of New Taiwan Dollars unless Otherwise Specified)
o
92
U
o
= Accumulated investment in Mainland China as at|Investment amounts authorized by Investment|Upper limit on investment
m

December 31, 2016 Commission, MOEA

$874,466 $874,466 $3,469,769

Note 1 : The methods for engaging in investment in Mainland China include the following:
(1) Direct investment in Mainland China.
(2) Indirectly investment in Mainland China through companies registered in a third region. (Please specify the name of the company in third region).
(3) Other methods
Note 2 : The investment income (loss) recognized in current period:
1. Please specify no investment income (loss) has been recognized due to the investment is still during development stage.
2. The investment income (loss) were determined based on the following basis:
(A) The financial report was audited and certified by an international accounting firm in cooperation with an R.O.C. accounting firm.
(B) The financial statements certificated by the CPA of the parent company in Taiwan.
(C) Others.
3. Recorded as financial assets at cost-noncurrent
Note 3 : The Company invested in Shanghai Grape King Enterprise Co, Ltd. through subsidiary Grape King International Investment Inc. (BVI).
Note 4 : The Company invested in Shanghai Yusong Co., Ltd. through Fu-Sheng International Inc. (SAMOA)
Note 5 : The Company remitted US$3,690 thousand and the subsidiary GRAPE KING INTERNATIONAL INVESTMENT INC with its own funds of US$600 thousand, the Company
will pay US$6,710 thousand for the mainland investment business Shanghai Grape King Enterprise Co., Ltd.Total investment is US$11,000 thousand.
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14. Segment information

The Group determined its operating segments based on business activities with discrete
financial information regularly reported through the Company’s internal reporting protocols to
the Company's chief operating decision maker. The Company is organized into business units
based on its marking channels and services. As of December 31, 2016 and 2015, the Company
had the following segments: MLM (Multi-level marketing), Distributors, and OEM (Original
Equipment Manufacturer).

No operating segments have been aggregated to form the above reportable operating segments.

Management monitors the operating results of its business units separately for the purpose of
making decisions about resource allocation and performance assessment. Segment performance
is evaluated based on operating profit or loss and is measured based on accounting policies
consistent with those in the consolidated financial statements. However income taxes are
managed on a group basis and are not allocated to operating segments.

Transfer prices between operating segment are on an arm’s length basis in a manner similar to

transactions with third parties.

1. Information on profit or loss, assets and liabilities of the reportable segment:

2016.12.31
Adjustment/
MLM Distribution OEM Subtotal Others elimination Consolidated

Revenue
External customer  $8,169,428 $325,653 $689,940 $9,185,021 $- $- $9,185,021
Inter-segment 1,427,275 129,443 2,542 1,559,260 - (1,559,260) -
Total revenue $9,596,703 $455,096 $692,482 $10,744,281 $-  $(1,559,260)  $9,185,021
Interest expenses $30,910 $646 $151 $31,707 $- $- $31,707
Depreciation $188,649 $5,888 $14,492 $209,029 $- $267 $209,296

and amortization
Segment profit $2,133,867 $15,889 $162,743 $2,312,499 $- 8- $2,312,499
Capital
expenditure  on $708,379 $24,228 $23,615 $756,222 $- $- $756,222
non-current assets
Segment assets $10,657,959 $317,487 $850,884 $11,826,330 8- $(2,276,574)  $9,549,756
Segment liabilities ~ $3,648,606 $122,713 $265,169 $4,036,488 $- $(269,681)  $3,766,807

=
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2015.12.31
Adjustment/
MLM Distribution OEM Subtotal Others elimination Consolidated

Revenue
External customer  $6,708,035 $261,859 $272,344 $7,242,238 $5,617 $- 87,247,855
Inter-segment 1,163,949 - 3,167 1,167,116 - (1,167,116) -
Total revenue $7,871,984 $261,859 $275,511 $8,409,354 $5,617  $(1,167,116)  $7,247,855
Interest expenses $20,654 $1,334 $1,148 $23,136 $- $- $23,136
Depreciation

and amortization $100,779 $19,932 $29,420 $150,131 $- $260 $150,391
Segment profit $1,956,092 $8,757 $(73,269) $1,891,580 $(11,865) $2,889  $1,882,604
Capital
expenditure on
non-current assets  $2,026,777 $600,364 $20,371 $2,647,152 $- $-  $2,647,152
Segment assets $7,804,425  $1,068,537 $1,375,808 $10,248,770 $-  $(1,636,405) $8,612,365
Segment liabilities ~ $3,796,201 $327,241 $451,552 $4,574,994 $- $(182,185)  $4,392,809

1

for reportable segments.

Revenue from Others that are operating segments that do not meet the quantitative thresholds

2 Inter-segment revenue are eliminated on consolidation and recorded under the “adjustment

and elimination” column, all other adjustments and eliminations, which has not significant

influence, are not disclosed below.

2. Information on reconciliations of revenue, profit or loss, assets, liabilities and other

material items of reportable segments:

(1) Revenue

Total revenue from reportable segments
Other revenue
Elimination of inter-segment revenue

Total revenue

For the year ended December 31,

2016 2015
$10,744,281  $8,409,354
- 5,617
(1,559,260)  (1,167,116)
$9,185,021  $7,247,855
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(2) Profit or loss

For the year ended December 31, VL.
2016 2015
Total profit or loss for reportable segments $2,312,499  $1,891,580 g
Other profit - (11,865) §
Adjustment to post-employment - 2,889 o
benefits expense in consolidation 5
Profit (loss) before tax from continuing g'z
operations $2,312,499  $1,882,604 o
(3) Assets
As of December 31,
2016 2015
Total assets of reportable segments $11,826,330 $10,248,770
Other Assets - -
Unallocated defined benefit pension assets (2,276,574)  (1,636,405)
Segment assets $9,549,756  $8,612,365

(4) Liabilities

As of December 31,

2016 2015
Total liabilities of reportable segments $4,036,488  $4,574,994
Other liabilities - -
Unallocated defined benefit pension liabilities (269,681) (182,185)
Segment liabilities $3,766,807  $4,392,809
(5) Other material items
For the year ended December 31, 2016

Reportable

segments Adjustments Consolidated
Interest expenses $31,707 $- $31,707
Capital expenditure on non-current

assets 756,222 - 756,222

Depreciation and amortization 209,296 - 209,296
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For the year ended December 31, 2015

Reportable
VI. segments Adjustments Consolidated
-n Interest expenses $23,136 $-  $23,136
F Capital expenditure on non-current
a assets 2,647,152 - 2,647,152
% Depreciation and amortization 150,391 - 150,391
=
=)
~ 3. Information about product and service

For the year ended December 31,

2016 2015
Health food $8,2006,235 $6,790,925
Drink 228,934 109,868
OEM and ODM 624,401 195,043
Other 125,451 152,019
Total $9,185,021 $7,247,855

4. Geographical information
Revenue from external customers :

For the year ended December 31,

2016 2015
Taiwan $8,584,390 $6,927,131
China 600,019 312,363
Other countries 612 8,361
Total $9,185,021 $7,247,855

The revenue information above is based on the location of the customer.

Non-current assets:

As of December 31,
2016 2015
Taiwan $6,174,858 $5,549,578
China 347,530 373,985
Total $6,522,388 $5,923,563
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5. Information about major customers

There were no individual customers whose sales were accounted for at least 10% of net

=

sale for the years ended December 31, 2016.

a)ijoid |eueuly
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Endorsement/Guarantee Provided to Others

T- For the year ended December 31, 2016
g ATTACHMENT 1
=] (Amounts Expressed in Thousands of New Taiwan Dollars)
8' Endorsements or guarantees provider Guaranteed Party o ) Amount of |Ratio of Accumulated Maximum Endo'rsement Endo'rsement Endorsement
—_— Limits on Endorsement/ | Maximum Ending Amount  |Endorsement/ Endorsement/ Endorsement/ provided by | provided by provided to
e No. Relationship Guarantee Amount Balance. for Balance Actually Guarantee Guarantee to Net Guarantee parent subsidiaries to| i
3 Provided to Each the Period Drawn secured by Worth per Latest Amount company to parent China
=h (Notel) Name Company Name (Note2) Guaranteed Party(Note3) Properties | Financial Statements | Allowed(Note3) | subsidiaries company
E 0 Grape King Shanghai Grape 3 $1,901,139 $93,930 $93,930 $- $93,930 2.22% $2,027,881 Y N Y

Bio Ltd. Enterprise

Co., Ltd.

Notel : No.0 is for the parent company. Subsidiaries are numbered from Arabic numerals 1.
Note2 : The relationship between the guarantor of the endorsement and the object to be guaranteed is as follows:
1.business related parties °
2.A company in which the public company directly holds more than 50 percent of ordinary shares.
3.The investee company with more than 50% of the shares held by the parent company and its subsidiaries. ©
4.The parent company directly holds more than 50% of the ordinary shares of the company or through subsidiaries indirectly hold more than 50% of the ordinary shares of the company.
5.Where a public company fulfills its contractual obligations by providing mutual endorsements/guarantees for another company in the same industry
6.A company whose co-investment relationship is endorsed by its shareholders in proportion to their shareholding ratio °
Note3 : According to the Company's "Endorsement Procedures", the total amount of the guarantees endorsed by the Company is limited to 48% of the net value of the Company's most recent financial statements °
The guarantee limit for endorsement of a single enterprise is limited to 45% of the net value of the most recent financial statements.
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Grape King Bio Ltd and Subsidiaries
ATTACHMENT 2 (Securities held as of December 31, 2016 (excluding subsidiaries, associates and joint venture))

(Amounts in Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Relationship 31-Dec-16
Company Held Marketable Securities Type and Name(note 1) with the Financial Statement Account . Note
Name Company Carrying | Percentage of
Shares/Units | Value (note 2)| Ownership Fair Value
Grape King Fund UPAMC James Bond Money Market - Financial assets at fair value through profit or loss, current 2,435,825.24 $40,334 40,334
Bio Ltd Fuh Hwa Money Market - Financial assets at fair value through profit or loss, current 3,500,000.00 50,117 50,117
Paradigm Pion Money Market - Financial assets at fair value through profit or loss, current 8,770,929.63 100,461 100,461
Hua Nan Phoenix Money Market - Financial assets at fair value through profit or loss, current 3,106,670.60 50,061 50,061
Total 240,973 $240,973
Grape King Stock Fu-Sheng International Inc.(BVI) - Financial assets carried at cost, noncurrent 917,700.00 $28,008 18.77% 28,008 | Note
Bio Ltd Hsin Tung Yang Co., Ltd. - Financial assets carried at cost, noncurrent 2,000.00 20 - 20| 3
Total $28,028 $28,028
Pro-partner Inc. Fund UPAMC James Bond Money Market - Financial assets at fair value through profit or loss, current 2,115,225.39 $35,025 $35,025
Nomura Taiwan Money Market - Financial assets at fair value through profit or loss, current 2,167,437.66 35,032 35,032
Jih Sun Money Market - Financial assets at fair value through profit or loss, current 2,388,035.26 35,032 35,032
Total $105,089 $105,089

Notel : The marketable securities mentioned here refer to the stocks, bonds, the beneficiary certificates, and the marketable securities derivative from the aforementioned items regulated in IAS 39"Financial Instruments :

Recognition and Measurement"

Note2 : The book value of those measured by the fair value is calculated after adjusting the fair value. The book value of those that are not measured by fair value is calculated from the original cost of acquisition or the cost

after amortization.

Note3 : The numbers listed represent the book value.

=
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Grape King Bio Ltd and Subsidiaries

ATTACHMENT 3 (Related party transactions for purchases and sales amounts exceeding the lower of NT$100 million or 20 percent of the capital stock for the year ended December 31, 2016)

(Amounts in Thousands of New Taiwan Dollars, Unless Specified Otherwise)

. . Abnormal Notes/Accounts Payable or
Transaction Details . .
Transaction(notel) Receivable
Nature of Note
Company Name Related Party Relationships Percentage of Pavment Endin Percentage of
Purchases/Sales Amount total Purchases Payment Terms Unit Price o4 & total receivables
Terms Balance
(Sale) (payable)
Grape King Bio Ltd  [Pro-partner Inc. Subsidiary Sales $1,427,275 78.08% Net 30 days after By contract - $138,130 54.26%
monthly closing
Grape King Bio Ltd  |Rivershine Ltd. Subsidiary Sales $129,443 7.08% Net 120 days after By contract - $64,777 25.45%
monthly closing (Note2)
Pro-partner Inc. Grape King Bio Ltd  [Parent Company |Purchases $1,427,275 100.00% Net 30 days after By contract - $(138,130) 92.51%
monthly closing
Rivershine Ltd. Grape King Bio Ltd  (Parent Company [Purchases $129,443 100.00% Net 120 days after By contract - $(64,777) 100.00%
monthly closing

Notel : If the terms of transactions with the related parties are different from normal terms, the difference and the reason for the difference should be declared in the column of unit price or credit period.

Note2 : The transactions have been eliminated in the consolidated financial statements.




Grape King Bio Ltd and Subsidiaries
ATTACHMENT 4 (Names, locations and related information of investees as of December 31, 2016 (excludingthe investment in Mainland China))

(Amounts in Thousands of New Taiwan Dollars)

Original Investment Amount

Balance as of December 31,2016

Investor Investee Location Main Business As of As of Net Income Share of
December 31, | December 31, Percentage of (Losses) of the | Profits/Losses
2016 2015 Shares Ownership Book Value Investee of Investee Note
Grape King Bio Ltd  |Grape King International |BVI Investment activities $1,198,018 $1,081,229 | 24,890,000 100.00% $531,966 $129,413 $129,413 Subsidiary
Investment Inc.(BVI)
Pro-partner Inc. Taoyuan County, |Import and sell.ing of 15,000 15,000 | 10,560,000 60.00% 1,445,590 1,475,376 885,835 | Subsidiary
Taiwan health food, drink, (Notel)
cosmetics, sports
apparatus, cleaning
the articles, etc.
Rivershine Ltd. Taoyuan County, |Import and selling of 30,000 30,000 3,000,000 100.00% 12,523 (17,314) (17,314)| Subsidiary
Taiwan health food, drink,
daily commodies,
appliances, etc.
Total $ 1,990,079 $ 997,934

Notel : The effect from the unrealized profit of the downstream transactions on income tax, which is NT$610 thousand has been adjusted.

Note2 : The book value at the end of the period and the current investment gain(loss) recognized have been eliminated in the consolidated financial statement.
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Grape King Bio Ltd and Subsidiaries
ATTACHMENT 5 (Financing provided to others for the year ended December 31, 2016)

(Amounts in Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Maximum . Amount Collateral Financing Fmancmg‘g
. . Ending . Company's
. . Financial Balance for Actually Nature of . Reason for Allowance Limits for
Capital Capital Related . Balance Interest . Transaction Total
NO. Provider Receiver Statement Pa the Period (US$ in Drawn Rate capital Amounts short term for Bad Each Financin
Account rty (USS in (USS$ in (Notel) i Financing Debt Item Value Borrowing s
Thousands) Amount
Thousands) Thousands) Company ..
Limits
1 |Grape King Shanghai Long-term YES $442,833 $112,063 $112,063 - b - |the need for - - $2,112,377 $2,112,377
International Grape Accounts (US$13,239thousand) | (US$3,475thousand) | (US$3,475thousand) short-term (Note2) (Note2)
Investment Inc. Enterprise Receivable- financing
(BVI) Co., Ltd. Related
Parties
Notel : Nature for financing
a. business related parties
b.Those with need for short-term financing.
Note2 : The Company holds, directly or indirectly, 100% of the voting shares, the limit of total financing amount and limit for each borrowing company shall not exceed 50% of the amount of the net value of the Company of Dec. 31, 2016.




Grape King Bio Ltd. and Subsidiaries

ATTACHMENT 6 (Receivables from related parties with amounts exceeding the lower of NT$100 million or 20 percent of capital stock as of December 31, 2016)

(Amounts in Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Overdue
Amounts Recognized as
Nature of Ending Balance Turnover Received in &
Company Name Related Party lationshi S$ in Th g R Sub Allowance
Relationships (USS$ in Thousands) ate Amount Action Taken u seguent for Bad Debis
Period

Grape King Shanghai Grape King  |Subsidiary  |Long-Term Accounts $112,063 - $- $- $- $-
International Enterprise Co., Ltd Receivable-Related (US$3,475thousand)
Investment Inc. Parties
(BVI)
Grape King Pro-partner Inc. Subsidiary  |Accounts Receivable $138,130 10.97 $- $- $138,130 $-
Bio Ltd.

-Related Parties

Note : The transactions have been eliminated in the consolidated financial statements
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English Translation of Consolidated Financial Statements Originally Issued in Chinese

Grape King Bio Ltd. and Subsidiaries
Acquisition of Individual Real Estate with Amount of at Least NT$ 300 million or 20% of the Paid-in Capital as of December 31, 2016
ATTACHMENT 7

(Amounts in Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Prior Transaction of Related Counter-party

Relationship
Acquiring Transaction | Transaction with the Transfer Price Purpose and Use of
Company Name of Property Date Amount Payment Status | Counter-party | Relationship| Owner | Company Date Amount | Reference Acquisition Other Terms
Houses and buildings
Requirement of operation None
Pro-partner Inc. 2016.4.26 Note 1 Note 1 Note 1 Note 1 Note 1 Note 1 Note 1 | Note 1

growth and promotion of

Neihu headquarters .
operation performance

Notel:The Company's Board of directors held on April 26, 2016 has approved the budget of the building's decorating construction and the construction has started.




Grape King Bio Ltd and Subsidiaries

ATTACHMENT 8 (Intercompany relationships and significant intercompany transaction)

For the year ended December 31, 2016

(Amounts in Thousands of New Taiwan Dollars)

Intercompany Transactions
Nature of
No. .
Company Name Counterparty Relations Percentage of
(Notel) ‘
(Note2) Consolidated
Financial Statements Item Amount Terms Total Revenue
or Total Assets
(Note3)
0 Grape King Bio Ltd Pro-partner Inc. 1 Sales $1,427,275 |The price by contract 15.54%
0 Grape King Bio Ltd Pro-partner Inc. 1 Accounts Receivable $138,130 |The price by contract 1.45%
0 Grape King Bio Ltd Rivershine Ltd. 1 Sales $129,443 |The price by contract 1.41%
0 Grape King Bio Ltd Rivershine Ltd. 1 Accounts Receivable $64,777 |The price by contract 0.68%

Notel : No.O is for the parent company. Subsidiaries are numbered from Arabic numerals 1.

Note2 : There are three types of relations between the parent company and the subsidiaries. Only categories should be identified.(There is no need to declare the same
interaction between the parent company and the subsidiary, or the same transaction among subsidiaries repeatedly. For example,if the parent company has declared

the transaction from parent company to subsidiary, the subsidiary need not repeatedly declare the same transaction. If the transaction is between subsidiaries, when

one subsidiary has declared the transaction, the other subsidiary doesn't need to declare the same transaction.)

(1) represents the transactions from parent company to subsidiary.

(2) represents the transactions from subsidiary company to parent.

(3) represents the transactions between subsidiaries.

Note3 : When calculating the amount of transaction as a proportion of the consolidated revenue or assets, if it is recognized as items of assets or liabilities, the ending

balance should be divided by the consolidated assets: if it is recognized as income or loss, the midterm accumulated amount should be divided by the consolidated

Note4 : The so-called significant transaction refers to those amount reaching NT$100 million or over 20% of the paid-in capital of the parent company.
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1. Financial Status

Main reasons for significant changes in assets, liabilities and equity in the last two years and their impact:

Unit: NT$1,000; %

- Year December 31,2016 December 31,2015 Difference % of change

Current assets 2,970,564 2,650,568 319,996 12.07%
Property, plant and equipment 6,084,377 5,596,702 487,675 8.71%
Intangible assets 26,635 13,195 13,440 101.86%
Other assets 468,180 351,900 116,280 33.04%
Total assets 9,549,756 8,612,365 937,391 10.88%
Current liabilities 2,473,150 1,788,317 684,833 38.29%
Long-term liabilities 1,112,504 2,413,031 (1,300,527) -53.90%
Other liabilities 181,153 191,461 (10,308) -5.38%
Total liabilities 3,766,807 4,392,809 (626,002) -14.25%
Common stock 1,352,142 1,303,001 49,141 3.77%
Additional paid-in capital 799,221 59,567 739,654 1241.72%
Retained earnings 2,682,853 2,115,246 567,607 26.83%
Other components of equity (26,204) 395 (26,599) -6733.92%
Non-controlling interests 974,937 741,347 233,590 31.51%
Total equity 5,782,949 4,219,556 1,563,393 37.05%

Analysis and description (for the changes of 20% or more, and the changes with an amount of NT$10 million or

more):

1. Intangible assets: Mainly due to the Company’s obtainment of stomach-milk drug license in mainland China in

2016.

. Other assets: Mainly due to the Company’s increase in advanced payments for additional plant construction and

additional equipment for the production line in 2016.

. Current liabilities: Mainly due to (1) the Company’s increase in the direct sales bonus, and the bonus payable to

employees, directors and supervisors due to business performance growth in 2016 and the increased current
income tax liabilities, and (2) the increased amount of equipment payable due to additional plant construction

and equipment for the production line.

. Long-term liabilities: Mainly due to the domestic convertible corporate bond’s conversion into ordinary shares

and the subsidiary Pro-Partner’s repayment of its long-term borrowings

. Additional paid-in capital: Mainly due to the conversion of domestic convertible corporate bonds into ordinary

shares.

. Retained earnings: Mainly due to the continued business growth and increased profits in 2016.
. Other components of equity: Mainly due to a decrease in the currency conversion difference of the financial

statements of the Company’s long-term foreign equity investment in 2016.

8. Non-controlling interests: Mainly due to the continued business growth and increased profits in 2016.
9. Total amount of equity: Mainly due to (1) the conversion of domestic convertible corporate bonds into common

stock, and (2) the continued business growth and increased profits in 2016.



2. Financial Performance

Main reasons for significant changes in operating income, net operating profit and pre-tax net profit in the last

two years, sales forecast and the basis, and possible impact on the Company's future financial status and the

contingency plan:

Unit: NT$1,000; %

Year| December | December | . % of
Difference

Item 31,2016 31,2015 change

Operating revenues 9,185,021 7,247,855| 1,937,166 26.73%
Operating costs (1,265,989) (862,714)| (403,275) 46.74%
Gross profit 7,919,032 6,385,141| 1,533,891 24.02%
Operating expenses (5,685,010)| (4,572,725)|(1,112,285)| 24.32%
Operating income 2,234,022 1,812,416 421,606 23.26%
Non-operating income and expenses 78,477 70,188 8,289 11.81%
Income from continuing operations before income tax 2,312,499 1,882,604 429,895| 22.84%
Income tax expense (425,579) (335,720) (89,859)| 26.77%
Net income 1,886,920 1,546,884 340,036 21.98%
Other comprehensive income (26,114) (10,061) (16,053)| 159.56%
Total comprehensive income 1,860,806 1,536,823 323,983 21.08%
Net profit attributable to the Stockholders of the parent 1,296,769 1,051,652 245,117 23.31%
Net profit attributable to non-controlling interests 590,151 495,232 94,919 19.17%
Total comprehensive income (loss) attributable to the Stockholders of the parent| 1,270,689 1,041,648 229,041 21.99%
Total comprehensive income (loss) attributable to non-controlling interests 590,117 495,175 94,942  19.17%

Analysis and description (for the change of 20% or more, and the amount of change of NT$10 million or more):

1. Operating revenues: Mainly due to the continued business growth and increased profits in 2016.

. Operating costs: Mainly due to the continued business growth in 2016, resulting in increased operating costs.

2
3. Gross profit: Mainly due to the continued business growth in 2016.
4

. Operating expenses: Mainly due to the continued business growth in 2016, resulting in an increase in the direct

sales bonus.

. Net income: Mainly due to the continued business growth in 2016.

©O© 00 N o U

. Operating income: Mainly due to the continued business growth in 2016.

statements of the Company’s long-term foreign equity investment in 2016.

. Income tax expense: Mainly due to the continued business growth and increased profits in 2016.

. Income from continuing operations before income tax: Mainly due to the continued business growth in 2016.

. Other comprehensive income: Mainly due to a decrease in the currency conversion difference of the financial

10. Total comprehensive income: Mainly due to the continued business growth and increased profits in 2016.

11. Net profit attributable to the Stockholders of the parent: Mainly due to the continued business growth and

increased profits in 2016.

12. Total comprehensive income (loss) attributable to the Stockholders of the parent: Mainly due to the continued

business growth and increased profits in 2016.
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3. Cash Flow

(1)Cash flow analysis for the current year:

Unit: NT$1,000; %

L. Net cash flow from Net cash flow from invest- . ... |Leverage of Cash Deficit
Beginning cash ) . ) ) . ... |Cash surplus (Deficit) " .
. operating activities | ment and financing activities (1)+(2)+3) Investment | Financing
throughout the year (2)|  throughout the year (3) plan plan
1,432,560 2,803,128 (2,336,386) 1,899,302 - -
Year December 31, 2016 December 31, 2015 % of change
Item
Operating activities 2,803,128 1,306,930 114.48%
Investment activities (808,738) (2,646,675) (69.44%)
Financing activities (1,526,560) 1,398,704 (209.14)

Analysis and description:

1

The net cash inflow from operating activities increased over the previous year, mainly due to the redemption of

financial assets held for trading.

. The net cash outflow from investment activities decreased over the last year, mainly due to the capital expendi-

ture for the expansion of the Pingzhen plant and the purchase of the Neihu Building in 2015.

. The net cash outflow from financing activities increased over the previous year mainly due to the issuance of the

Company's first convertible corporate bond and the subsidiary Pro-Partner’s new long-term borrowings in 2015,

and Pro-Partner’s repayment of its long-term borrowings in 2016.

(2) Analysis of cash flow in the coming yea
Unit: NT$1,000

L. Net cash flow from . ... |Leverage of Cash Deficit
Beginning cash ) . Net cash flow forecast for the | Cash surplus (Deficit) " .
operating activities Investment | Financing
balance(1) year(3) forecast (1)+(2)+(3)
throughout the year (2) plan plan
1,899,302 2,251,941 (2,540,986) 1,610,257 - -

Analysis and description:

1. The forecasted net cash inflow from operating activities is mainly due to the continued business growth and an

increase in revenue.

2. The forecasted net cash outflow for the whole year is mainly due to an increase in the capital expenditure of the

plants and equipment in Pingzhen and Longtan, and the decoration of the Neihu office building.

(3) Remedy for a lack of liquidity: There will be no cash shortage.

4. Impact of Major Capital Expenditure in the Past Year on the Financial Status

The Company has constructed the Pingzhen plant to meet the needs of production capacity, product devel-
opment and daily operation. In 2016 the Company paid NT$700 million for the purchase of real estate, plant
and equipment, and the source of funding is mainly from its own funds. There is no significant impact on the

Company’s financial status.
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5. Re-investment Policy in the Past

Year, the Main Reason for Its Profit
or Loss, the Improvement Plan and
Investment Plan in the Next Year

(1) Reinvestment policy in the past year: Nil.

(2) Main reasons for profit or loss and
improvement plan:

The Company’s main reinvestment businesses

are as follows:

A. Pro-Partner Co., Ltd.

a. The netincome was NT$1,475,376,000
in 2016, and the Company holds 60%
of its shares. The profit recognized was
NT$885,225,000.

b. Pro-Partner Co., Ltd. mainly sells health
food products of the Company. In recent
years, the concept of health care has
become popular, and the related products
of the Company are effective and widely
recognized by consumers, thus generating a
good business performance.

B. Shanghai Grape King Enterprise Co., Ltd. (100%
owned by Grape King International Investment
Inc.)

a. The netincome was NT$227,182,000 in
2016.

b. Shanghai Grape King Enterprise Co., Ltd.
mainly focuses on OEM and ODM orders.
As the health food demand increases in
various sales channels such as direct sales
and e-commerce, it is actively soliciting
OEM orders, and in the future it will contin-
ue cooperating with its parent company in
Taiwan to increase the business volume.

C.Yi Zhao Co., Ltd.

a. The netincome was NT$17,314,000 in 2016.

b.Yi Zhao Co., Ltd. mainly sells the beverage
and health care products of the Company.
The reason for the loss is that it was still in
the beginning of its operation in 2016, and
the performance is not yet satisfactory.

It will continue expanding its physical
channels and increase marketing partners.

(3) Investment plan in the coming year: Nil.

6. Analysis and Assessment of Risk

Issues in the Past Year and as of the
Date of Publication of the Annual
Report

(1) The impact of interest and exchange rate
changes and inflation on the Company's profit
and loss and future counter measures:

A. Interest rate changes: The interest rate risk
of the Company and its subsidiaries mainly
comes from bank loans. The interest expense
of bank loans in 2016 was 0.79% of the pre-
tax net profit. Therefore, interest rate changes
have little effect on the profit and loss of the
Company. In the future the Company will
adjust its use of funds in response to interest
rate changes.

B. Exchange rate changes: The business of the
Company and its subsidiaries mainly depends
on the local market and raw materials, and
less on imported raw materials and exports.
Therefore, the ratios of foreign currency assets
to total assets and foreign currency liabilities
to total liabilities are small, and the impact
of exchange rate changes on the Company is
limited.

C. Inflation: The price indices of the places where
the Company and its subsidiaries operate
are stable, and there has been no significant
inflation. The Company will keep paying
attention to the fluctuation of prices in various
places and take timely measures to minimize
the impact

(2) Policies of engagement in high-risk and
highly leveraged investments, loans to others,
endorsements and guarantees and derivative
trading, main reasons for profit or loss and
future counter measures:

A. Engagement in high-risk and highly leveraged
investments and derivative trading: Nil.

B. Endorsements and guarantees: In 2016 and
as of now in 2017, the Company’s principal
objects of endorsements and guarantees
are its 100% owned subsidiaries, and the
procedures are carried out pursuant to the

e 1t

Company's "Procedures for Endorsements

and Guarantees".



C. Loans to others: In 2016 and as of now in
2017, the Company’s principal objects of
loans are its 100% owned subsidiaries, and
the procedures are carried out pursuant to the
Company's "Procedures for Loans to Others".

(3) Future R&D projects and estimated R&D
expenses: In response to the aging society,
the Company will devote its R&D into the
development of health food products with
anti-aging effects, such as clinical trials of
neurodegenerative diseases, clinical trials
of xerophthalmia, clinical trials of hearing,
evaluation of product efficacy on glaucoma,
clinical trials of fat-reducing lactobacillus,
development of uric acid-reducing
lactobacillus products, development of pet
food, third-class safety assessment tests, etc.
An estimated R&D expense of NT$71,569,000
is expected for 2017.

(4) The impact of important domestic and
overseas policy and regulation changes on
the financial status of the Company and
counter measures: In recent years, food
safety incidents have been frequent and the
competent authorities have increased and
strengthened the supervision measures in
the food and pharmaceutical industries. As
the Company has always been following the
requirements of the competent authorities on
its manufacturing and sale of products, the
impact on its financial status is not significant.
In the future the Company will pay attention
to the changes prescribed by the competent
authorities in order to avoid any failure to
meet new requirements.

(5) The impact of technological and industrial
changes on the financial status of the
Company and counter measures: Nil.

(6) The impact of corporate image change on the
Company’s crisis management and counter
measures: Nil.

(7) Expected benefits and possible risks of M&A
and counter measures: Nil.

(8) Expected benefits and possible risks of
plant expansion: To meet business growth

requirements, strengthen the competitive

advantage and improve the production line

in order to create a positive effect on the
operating efficiency, the Company has been
constructing the new Pingzhen biotech plant,
which will be put into operation in 2016. The
expansion of production capacity will cause
an increase in the initial capital expenditure
and follow-up operation costs. In this regard,
the Company will assess industrial changes at
all times to reduce the operational risk.

(9) The impact of concentration of purchase or
sales and counter measures: The risk is not
significant due to a lack of concentration of
the Company's purchase and sales.

(10) The impact of mass share transfer of
or change of Directors, Supervisors or
shareholders holding more than 10% of the
Company's shares, the risks and counter
measures: Nil.

(11) The impact of the change of management on
the Company, the risks and counter measures:
Nil.

| 0
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(12) If there is any litigation or non-litigation, please list the significant litigation, non-litigation or administrative

litigation with its judgment already made or pending which is related to the Company or the Company’s

Directors, Supervisors, General Manager, actual person in charge, shareholders holding more than 10% of

the Company's shares or affiliates. If the result may have a significant impact on the shareholders' equity

or the price of the Company’s shares, please disclose the fact of the dispute, the claim amount, the date of

commencement of the litigation, the principal litigants and the handling of the situation as of the date of

publication of the annual report:

Litigation Amount
Party ) Fact Current status
start date involved
Sheng-Lin . X
On December 28, 2016, the media reported |The Procuratorial Department
December 29, |Tseng(Andrew X L
that the Company was suspected of the of Taiwan Taipei District Court
2016 Tseng) and 8 other . . ) . . o o
effective period tampering event”. is investigating into it.
people
] i On January 11,2017, the media reported  |The Procuratorial Department
anua b o . VIR
il v Mei-Jing Tseng that the Company was suspected of the of Taiwan Taipei District Court
"fraud of emptying the company". is investigating into it.

(13) Other important risks and counter measures: Nil.

7. Other important matters: Nil
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1. Information about the Company’s Affiliates

(1) Organization chart

60%

Grape King Bio Ltd.

100%

100%

Pro-Partner Co., Ltd.

Grape King International
Investment Inc.

Yi Zhao Co., Ltd.

(2) Basic data of affiliates

100%

Shanghai Grape King
Enterprise Corp.

Affiliate

Date of

establishment

Address

Paid-in capital

Major business or
products

Pro-Partner Co., Ltd.

October 22, 1993

Chungli District, Taoyuan City

1F, No. 1, Section 3 Longgang Road,

NT$176,000,000

Food, beverage and
cosmetics

Grape King International

CITCO Building, Wickhams Cay Road

Chungli District, Taoyuan City

November 30, 1993 US$24,890,000 |Investment
Investment Inc. Town Tortola B. V. |
. . . . Health food, biotechnical
Shanghai Grape King . No. 518 Che Xin Road, Songjiang
. April 29, 1994 Lo . RMB216,775,000 |products and related
Enterprise Corp.. District, Shanghai .
glass containers
. Wholesale and retail of
. No. 60, Section 3 Longgang Road, §
Yi Zhao Co., Ltd. June 23,2015 NT$30,000,000 |food, beverage and daily

necessities

(3) Information about common shareholders of entities presumed to have a controlling and subordinate

relationship: Nil.

(4) Overview of the operations of the affiliates (in 2016 and as of December 31, 2016)

Unit: NT$1,000

Earnings
Total Total Total |Operatin Gross Net loss) per
Affiliate Capital . X 'p & . . Lz
asset | liabilities | equity income profit income | share (NT$)
(after tax)
Pro-Partner Co., Ltd. 176,000 | 5,015,252 | 2,577,911 | 2,437,341 | 8,169,428 | 1,743,681 | 1,475,377 83.83
Grape King International
791,983 | 531,966 - 531,966 - (256) 129,413 -
Investment Inc.
Shanghai Grape King Enterprise
c 674,886 | 780,739 363,645 416,094 593,900 117,211 227,182 -
orp.
Yi Zhao Co., Ltd. 30,000 92,555 80,033 12,522 152,921 (17,476) (17,315) -

Note: The exchange rate on December 31, 2016: RMB/NTD=4.617; USD/NTD=32.25
The average exchange rate in 2016: RMB/NTD=4.616; USD/NTD=31.993



(5) Information about the directors, supervisors and general managers of the affiliates

December 31,2016
Unit: shares 1,000, %

Affiliate Title Name or representative Shaksholding
Share | %
Grape King Bio Ltd.
Representative: Chang-Yeh Tseng
Director Representative: Andrew Tseng 10,560 | 60
Representative: Sheng-Bin Tseng
Pro-Partner Co., Ltd. Representative: Na-Chen Chang
. Pu Hsing Enterprise Co., Ltd.
Director X L 880 5
Representative : Mei-Jing Tseng
. Shennong Shi Co., Ltd.
Supervisor . X 880 5
Representative : Jin-Chao Lan
Grape King Chairman Andrew Tseng
International Director Chang-Yeh Tseng - -
Investment Inc. Director Sheng-Bin Tseng
Chairman Chang-Yeh Tseng
Shanghai Grape King |Director Andrew Tseng
Enterprise Corp. Director Sheng-Bin Tseng
Supervisor Cheng-An Lai
. Grape King Bio Ltd.
Chairman .
. Representative: Andrew Tseng
Director R tative: MeiJing T
Yizhao Co, Ltd. |Director epresentative: Miel-Jing 1seng 3,000 | 100
Representative: Chi-Chia Chang
. Grape King Bio Ltd.
Supervisor i
Representative: Chang-Yeh Tseng

(6) Statement on the consolidated financial statements with the affiliates

The entities that are required to be included in the combined financial statements of Grape King Bio Ltd. as

of December 31,2016 and for the year then ended under the Criteria Governing the Preparation of Affiliation

Reports, Consolidated Business Reports and Reports and Consolidated Financial Statements of Affiliated

Enterprises are the same as those included in the consolidated financial statements prepared in conformity

with the International Financial Reporting Standard(s) No.10, “Consolidated and Separate Financial

Statements.” In addition, the information required to be disclosed in the combined financial statements is

included in the consolidated financial statements. Consequently, Grape King Bio Ltd. and Subsidiaries do not

prepare a separate set of combined financial statements.

Very truly yours,

Grape King Bio Ltd.

By

Andrew Tseng

Chairman

March 21,2017
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2. Private Securities in the Past Year and as of the Date of Publication of the Annual
Report:Nil.

3. Holding or Disposal of the Company’ s Shares by Affiliates in the Past Year and as of
the Date of Publication of the Annual Report: Nil.

4, Other Necessary Supplementary Notes: Nil.
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IX.Matters in the Past Year and as of the Date of Publication of the Annual Report
Which Have a Substantial Impact on Owner’ s Equity or Share Price as Stipulated
in Item 2, Paragraph 2 of Article 36 of the Securities Exchange Law: Nil.
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Live Healthy, Think Grape King.

www.grapeking.com.tw

I@J GRAPE KING BIO LTD
No.402, Sec. 2, Jinling Rd., Pingzhen Dist.,
Taoyuan City 324, Taiwan (R.0.C.)
TEL:+886(3)457-2121 FAX:+886(3)457-2128
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