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Taiwan's Value-added in manufacturing v.s Japan & Korea (year 2005)
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Chairman's Message

“Value-added Innovation with Global Operation”
was the theme of Taiwan's 6th National Industrial
Development Convention in last 2007. It is not only Taiwan
Government's industrial development strategy, but also a
key to continuous prosperity for all enterprises. it also fits
perfectly Everlight's current and future developments.

Developments and Challenges for Taiwan
Industries

Taiwan is an island with very limited natural resources
and a relatively small domestic market. When the
raw material cost rises, the value- added (i.e., the
difference between revenue and raw material costs)
declined because there is not much room for selling
price adjustment. The value-added ratio of Taiwan
manufacturing sector was
20% in 2005, which was a
0.7% drop from 2004 and a
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6% drop from 1995. Korea
was 24% and Japan was
35% in 2005 (see Table 1).

F5 AGDPEEZ|XS3
Bt REXTHEER

In 2015, Taiwan’s per capita
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income is expected to reach

24% US$ 30,000. The per-capita

#1808  MiMEBXRS 850

productivity will reach NT$
7.5 million and the per-capita
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Taiwan's Goal of Manufacturing Development in 2015

value-added will be NTS 1.8
million, which means the
value-added ratio will be
25%. It is obvious that Taiwan
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is unlikely to catch up with
Japan or even Korea by year
2015. | want to use these
figures to emphasize that
all companies around the

2009 2015

750

i AMIINGE world have to try their best in
2RFEINBAEK - 2 AverageValue- 100 128 188 innovation and performance
RELERATMEF improvement in today’s
DIERER - XX TN 20% 22% 25% business environment. “Value-
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added Innovation with Global
Operation” is a crucial strategy
to Everlight's competitiveness
enhancement.

ERRIR 20075 £ EREIXDRER



K62 H)

EVERLIGHT QUARTERLY

TERIHT BB AR FE

HERART ? BEFBRIFEURENRERRE B
2FMNRFTES - WABRERMIINORIFT - LES
EREFT  RERIRT - MEARRAIRT - EARTES
& SEEEN R EERAESPEHI0ZEART
P ERARSEEE -

BRI R A BB —E " ERANREKS
EE) + WS ERA _ +IURIERIR BCRGRA E
BERNEE © "BH-24ERAKTRHIIRE .
REB122EXPNREXKSE » BiERERLIAIRTE
AHAEER R » JOEATHE " Bifi/Know-howsl
MR, ERERAATRRMAROHREER - DIB
BIRBIBATFAR L —RERER S BK  EMRECO25F
RENFER - RYEAFPHRALHRATNEHEN
KA - ALBEtEERS1-645FFENBRNLER
REERMABERKR » MERS23RAHERF
NERMRFT - BESEKRINRF - EEEAKNR]
o~ RERRIRTS - HEARAIRT SRR - [BRIRTAYE AYER
ZAER) - PR INESEHTIEE -

"B EARTERERMBENER  KAEHIR
MR REEMERSE  EAFHAMATER
! EIHEERT FRATNTEHZRAEED Rk
MIEERET - IENEF AR MEEE B/
EAEL DUBINER TN B KRB R R
WEREAFSHNRFE ) REFREK A S
AR BREFTESR  WAABEZHIRA FIRE
X RERE  LIBINEFEBREAALERNER -

AR MNAFTRREEBARBHRNE

From Innovative Thinking to Value Creation

What is innovation? In the past, it mainly referred to
product invention. The new definition of innovation,
however, refers to not only technology but also process,
organization and strategy.

“Winning -- 24 Successful Stories of Innovation”,
published by Taiwan's Ministry of Economic Affairs, is
a compilation of case studies in a hope to encourage
Taiwan’s 1.2 million enterprises engaging in innovation.
The government has rendered awards for these 24
companies, including Everlight for its technology
breakthrough and innovation in high-performance
colorants. Everlight has developed innovative dyestuff
products to reduce customers' wastewater discharge and
CO:z emission. Such innovation has brought to Everlight
increases in profitability as well as customer bases. In that
book, there are another 23 innovative cases, covering
innovations on technology, business model, management
style and strategy. Different approaches in innovation lead
to the same goal - to increase business value-added.

What is the significance of this honor to Everlight? As
we are all aware, every company likes to do business with
growing enterprises. All customers expect their suppliers
to continuously provide cutting-edge products to increase
their competitiveness. Therefore, Everlight’s sales teams
should take full advantage of this award to help customers
know more about Everlight’s innovative capacities and
grow their confidence in our company and products.

We can attribute this success to the following factors:
innovative corporate culture, collaboration of research
and technical teams, effective scale-up at the production
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site, and successful promotion by the sales team. | hope
that this innovation case becomes a benchmark for
other Everlight’s business units. All employees should
understand that Everlight is a high-tech company with
innovative capabilities. This realization will enhance morale
and our sense of honor. In addition, the HR staff should
present such strength while recruiting new employees to
attract highly talented people.

Set Up Manufacturing Base in China

In terms of global operation, in the past, Everlight has
established a marketing network in more than 80 countries
around the world with subsidiaries in the USA, Europe,
Turkey and China. In 2005, Everlight (Suzhou) Advanced
Chemicals, Everlight's first 100% owned overseas
manufacturing base, was set up in Suzhou Industry Park
(SIP), China.

As early as 1992, Everlight has established strategic
aliances in China to secure raw materials. In late 1890, we
established sales subsidiaries in Hong Kong, Guangzhong,
Shanghai and Qingdao. The purpose of building a
manufacturing base in China now is to get closer to the
market and better utilize local resources. The pre-ink lines
have been in mass production. We will put 2,000-ton toner
capacity there in another year. Electronic chemicals will also
be in production according to schedule. We believe that
Everlight {Suzhou) Advanced Chemicals will bring significant
contributions to Everlight's global operations.
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Everlight's Turnover & Profit Rate

Taking Challenges

The biggest challenge facing Everlight is the decrease in
profit margin (see Chart 1). The turnover has grown steadily.
However, the net profit rate fell to 3% in 2005 and 2006,
and further down to 2% in 2007. The more fundamental
challenge is the decline of value-added. In 2003, our
value-added was 54%. In 2007, it dropped to 41%. The
high-priced raw materials bring immense pressure to us.
Last year, the Color
Chemicals and Specialty
Chemicals suffered most

SHEJERR

REKEBN » ZFE
B ERRES
R B I"Hﬁ@,
& - EmEFED

(E—)

il

44.6

B BEBR DR TR
BEPEFEHE &R
HEBRE  EFIE
ANUFEH - BHESR
¥ 2ERE - PR
AR B RRIE
BETRET EAR - 2R
AFREILFLHRES
1 BATBERERK
IR E BNk RE
RARGAEE - 2
RERBIFSCE - 7
BEPIS(ESS -

41.6

2003

2004
B <2248 Turnover

TR GIRTOCE » A RERRE AT

20074F [ = B | s 2f B s BRfT A BHE MR RS
HREFRNES + ARNEREBEEXRENSLA
FE¥NFET  BHATRNKESENNERRR - R
EIRF ISR ER TR  BLERENE » REESR
SR - B - iR BN AR ¢

pS

2005

severely. The Electronic
Chemicals Business
Unit lost in revenue due
to business shrinkage
of downstream
customers. The profits
of Active Pharmaceutical
Ingredients, Trend Tone
Imaging, and E'cos
Biotech were closer
to their budgets. |
appreciate everyone’s
diligence in the past
year. Nevertheless, |
still want to encourage
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everyone to be more
engaged in innovation
and transformation
to improve our
performance.

2006
JEF|R Profit Rate

2007

Breakthrough & Achievement

Late last year, Andrew Teng, Everlight’s business
consuitant, made severe and sincere critics on Everlight's
falling business performance. Top management listened
humbly and agreed with him that we need to review our
business model and management style, keeping goocd
traditions and getting rid of the out-dated cnes. He brought
to us the following 5 stages of change management.
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strengthen the results of the changes.

The outlook of 2008 is very conservative, observed
by most economic institutes. The momentum of global
economy is likely to slow down. High-priced raw materials
are still hurting most businesses’ cost structures. How to
fight against further value-added decline? | would take
Color Chemicals business as an example to illustrate my
ideas. In addition to convincing customers to accept our
price increases, we need to put more efforts in promoting
the award-winning, high value-added products. Only if
we transform our product portfolio fast enough, we shall
have the opportunity to enhance our value-added. Another
opportunity is that, the Chinese government has recently
imposed many strict regulations and measures to improve
its overheated economy and environment problems. The
gap in cost structures between Taiwan and China is closing
up. This would help us regaining profitability because of the
losing competitiveness of Chinese dyestuff manufacturers. |
encourage everyone to hold faith in our continuous growth

and prosperity. @9
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Over the past year of 2007, the soaring raw material price has put huge pressure onto the
industry. However, through God's grace and blessing, Everlight has been able to go through the
economic storm and sustain. | am glad to see everyone in the company is striding forward with
full confidence. Today, | will present to God our heartfelt thanks and what we have done during
the year - controlling the core technology, strengthening the capability of international cooperation

& being a member of the global supply chain.
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2007 Thanksglving Ceremony

Feb. 2, 2008 at Nankan, Taoyuan / Chairman D. C. Chen
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The Speech of Chairman at 35th Anniversary

EER FEE)
Chairman D. C. Chen

During the past five years, continuously rising cost of raw materials has
impacted heavily to the industry. However, Everlight, with tremendous

confidence and boldness, has been able to sustain and keep developing
new products, such as high tech functional dyes. Several new business units ’} (
have become profitable. There are also sound results in global collaboration #* M “"‘-‘

and production allocation .

On the special day of 35 years anniversary, Chairman shares with

everyone what he has experienced and learned from the past 5 years, which are set to be the

guideline for our future development.
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Vice Chairman James, C. H. Chen
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The process of Everlight's development is similar to the construction of a
mansion. Through God's blessing and guidance, the big house has been built
on a solid foundation. Everlight has presented a wonderful testimony for God.
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The Wonderful Experience
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Deputy General Manager Yung-Heng Huang

Many thanks to Chairman's trust and guidance.
| have been privileged to have opportunities of going with chairman to
visit many well-known global manufacturers and have learned a lot from
there. Chairman has been the coach and role model to me.
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TTI is Growing with Everlgint and Striving to be a
World Class Toner Manufacturer.

S ERRERICE B%4E

Deputy General Manager of TTI T. S. Huang

Deeply influenced by Everlight's core values of "Business by Integrity,

Management by Caring", TTl has enjoyed substantial growth in business with
superb loyalty from employees. With blessing from Everlight, TTI is expecting

to become a well-known toner manufacturer.
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