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 Explanatory Note:

 
This current report is filed to disclose the Registrant’s quarterly financial statements and financial notes for the six months ended

June 30, 2016. It satisfies (1) the Registrant’s commitment in the underwriting agreement of IPO to file quarterly financial statements with
the SEC using a Form 6-K., and (2) Nasdaq Listing Rule 5250(c)(2) which requires all Foreign Private Issuers to file a Form 6-K with an
interim balance sheet and income statement as of the end of its second quarter.
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FULING GLOBAL INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

  
  June 30,   December 31,  
  2016   2015  
       

ASSETS         
Current Assets:         
Cash and cash equivalents  $ 3,350,237  $ 15,573,554 
Restricted cash   2,574,805   2,129,162 
Certificates of deposit   1,905,417   3,186,892 
Accounts receivable, net   16,860,422   14,725,030 
Advances to supplier, net   486,110   312,328 
Inventories, net   13,869,273   13,493,685 
Prepaid expenses and other current assets   2,355,685   425,477 
Total Current Assets   41,401,949   49,846,128 

         
Property, plant and equipment, net   24,676,603   21,556,866 
Intangible assets, net   9,975,022   1,778,264 
Prepayments for construction and equipment purchase   4,265,740   2,003,400 
Other non-current assets   222,398   225,500 
Deferred tax assets   451,345   319,252 
                    Total Assets  $ 80,993,057  $ 75,729,410 

         
         

LIABILITIES AND SHAREHOLDERS' EQUITY         
         

Current Liabilities:         
Short term borrowings  $ 16,336,248  $ 15,264,827 
Bank notes payable   3,477,981   2,839,783 
Advances from customers   771,884   597,226 
Accounts payable   9,700,116   10,972,851 
Accrued and other liabilities   1,729,667   1,808,135 
Taxes payable   612,502   743,147 
Loan from third parties   -   184,851 

Total Current Liabilities   32,628,398   32,410,820 
         

                    Total  Liabilities   32,628,398   32,410,820 
         

Commitments and contingencies         
         

Shareholders' Equity         
Common stock: $0.001 par value, 70,000,000 shares authorized, 
15,732,795 shares issued and outstanding as of June 30, 2016 and December 31, 2015   15,733   15,733 
Additional paid in capital   29,791,389   29,722,127 
Statutory reserve   3,529,168   2,868,844 
Retained earnings   14,944,352   10,182,213 
Accumulated other comprehensive income (loss)   (189,042)   392,450 

Total Fuling Global Inc.'s equity   48,091,600   43,181,367 
         

Noncontrolling interest   273,059   137,223 
                     Total Shareholders' Equity

  48,364,659   43,318,590 
         

            Total Liabilities and Shareholders' Equity  $ 80,993,057  $ 75,729,410 
         

 The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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FULING GLOBAL INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND OTHER COMPREHENSIVE INCOME
(UNAUDITED)

 

  
For the Three Months Ended

June 30,   
For the Six Months Ended

June 30,  
  2016   2015   2016   2015  
             

Revenues  $ 24,594,372  $ 25,106,839  $ 45,172,191  $ 45,745,355 
Cost of goods sold   17,262,250   17,633,736   32,635,246   33,679,333 

Gross Profit   7,332,122   7,473,103   12,536,945   12,066,022 
                 
Operating Expenses                 

Selling expenses   1,452,267   1,757,534   3,083,800   3,136,505 
General and administrative expenses   1,484,156   1,141,891   3,548,715   2,678,139 
Research and development expenses   675,957   600,740   1,094,313   932,879 

Total operating expenses   3,612,380   3,500,165   7,726,828   6,747,523 
                 

Income from Operations   3,719,742   3,972,938   4,810,117   5,318,499 
                 
Other Income (Expense):                 

Interest income   10,966   12,892   17,579   18,961 
Interest expense   (226,691)   (331,431)   (428,375)   (637,904)
Subsidy income   1,817,120   94,201   1,857,989   154,422 
Foreign currency transaction gain   362,738   68,552   422,527   295,563 
Other expense, net   (230,647)   (127,621)   (192,995)   (90,805)

Total other income (expense), net   1,733,486   (283,407)   1,676,725   (259,763)
                 
Income Before Income Taxes   5,453,228   3,689,531   6,486,842   5,058,736 
                 
Provision for Income Taxes   615,519   617,585   928,543   745,068 
                 
Net Income  $ 4,837,709  $ 3,071,946  $ 5,558,299  $ 4,313,668 
                 
Less: net income attributable to noncontrolling interest   164,945   81,699   135,836   85,438 
                 
Net income attributable to Fuling Global Inc.   4,672,764   2,990,247   5,422,463   4,228,230 
                 
Other Comprehensive Income                 
Foreign currency translation gain (loss)   (815,224)   (162,673)   (581,492)   798 
Comprehensive income attributable to Fuling Global Inc.  $ 3,857,540  $ 2,827,574  $ 4,840,971  $ 4,229,028 
                 
Earnings per share                 
Basic and diluted  $ 0.30  $ 0.26  $ 0.34  $ 0.36 
                 
Weighted average number of shares                 
Basic and diluted   15,732,795   11,666,667   15,732,795   11,666,667 
                 
Cash dividends per share                 
Basic and diluted  $ -  $ -  $ -  $ 0.88 
                 
                 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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FULING GLOBAL INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

 
 
 

  
For the Six Months Ended June

30,  
  2016   2015  
CASH FLOWS FROM OPERATING ACTIVITIES         

Net income  $ 5,558,299  $ 4,313,668 
Adjustments to reconcile net income to net cash         
  provided by operating activities:         

Stock based compensation   69,262   - 
Deferred tax benefit   (132,093)   - 
Depreciation and amortization   1,306,613   1,087,103 
Bad debt provisions   108,750   143,640 
Gain on disposal of fixed assets   (12,896)   - 

Changes in operating assets:         
 Accounts receivable   (2,337,456)   (2,471,504)
Advances to suppliers   (3,992,991)   (1,848,517)
Inventories   (492,975)   314,621 
Other assets   (2,025,962)   285,213 

Changes in operating liabilities:         
Accounts payable   (1,809,818)   (3,762,267)
Advance from customers   189,737   (19,503)
Taxes payable   (116,650)   271,689 
Accrued and other liabilities   (56,140)   (228,284)

Net cash used in operating activities   (3,744,320)   (1,914,141)
         
CASH FLOWS FROM INVESTING ACTIVITIES         

Purchase of property and equipment   (399,389)   (1,302,879)
Cash receipts from disposal property and equipment   19,614   - 
Cash invested in certificates of deposit   1,228,224   - 
Prepayments for construction and equipment purchase   (2,342,419)   (844,033)
Purchase of intangible assets   (8,434,613)   (269,044)

Net cash used in investing activities   (9,928,583)   (2,415,956)
         
CASH FLOWS FROM FINANCING ACTIVITIES         

Proceeds from short-term borrowings   11,264,393   25,428,552 
Repayments of short-term borrowings   (9,818,828)   (19,982,971)
Proceeds from bank notes payable   3,600,629   2,398,646 
Repayments of bank notes payable   (2,885,578)   (3,255,244)
Repayment of third party borrowing   (183,588)   (195,906)
Repayments of loans from related parties   -   5,747 
Change of restricted cash   (502,722)   201,554 

Net cash provided by financing activities   1,474,306   4,600,378 
         
EFFECT OF EXCHANGE RATES CHANGES ON CASH   (24,720)   (21,306)
         
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS   (12,223,317)   248,975 
         
CASH AND CASH EQUIVALENTS, BEGINNING OF THE PERIOD   15,573,554   1,399,714 
         
CASH AND CASH EQUIVALENTS, ENDING OF THE PERIOD  $ 3,350,237  $ 1,648,689 
         
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:         

Cash paid during the period for:         
Interest paid  $ 400,152  $ 422,851 

Income tax paid  $ 1,161,623  $ 686,959 
Non-cash investing activities:         

Transfer from construction in progress to fixed assets  $ 634,190  $ 1,069,664 

Transfer from advance payments to fixed assets  $ -  $ 270,580 
         
 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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FULING GLOBAL INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
 
NOTE 1 – ORGANIZATION AND DESCRIPTION OF BUSINESS

 
Fuling Global Inc. (“Fuling Global”) is a Cayman Island corporation established on January 19, 2015.

 
Total Faith Holdings Limited (“Total Faith”) is a wholly-owned subsidiary of Fuling Global formed in accordance with laws and
regulations of the British Virgin Islands in April, 2004.

 
Fuling Global and its subsidiary Total Faith are holding companies whose only asset, held through a subsidiary, is 100% of the registered
capital of Taizhou Fuling Plastics Co., Ltd. (“Taizhou Fuling”), as well as 49% ownership of Domo Industry Inc. (“Domo”).

 
Taizhou Fuling has three wholly-owned subsidiaries, Zhejiang Great Plastics Technology Co., Ltd. (“Great Plastics”), Direct Link USA
LLC (“Direct Link”) and Fuling Plastic USA, Inc. (“Fuling USA”).

 
Fuling Global, Total Faith, Domo, Taizhou Fuling and Taizhou Fuling’s subsidiaries (herein collectively referred to as the “Company”) are
engaged in the production and distribution of environmentally friendly plastic serviceware in the People’s Republic of China (“PRC” or
“China”), Europe and U.S. Products exported to the U.S. and Europe are primarily sold to major fast food restaurant chains and
wholesalers.
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 
Principles of Consolidation and Basis of Presentation

 
The Company’s unaudited condensed consolidated financial statements are prepared in accordance with generally accepted accounting
principles in the United States of America (“U.S. GAAP”) for interim financial information pursuant to the rules and regulations of the
Securities and Exchange Commission (“SEC”). The consolidated financial statements include the financial statements of Fuling Global,
Total Faith, Domo, Taizhou Fuling and its subsidiaries. All significant intercompany balances and transactions have been eliminated in
consolidation. In the opinion of management, all adjustments, consisting of normal recurring adjustments, considered necessary for a fair
presentation of the financial statements have been included.

 
These interim unaudited financial statements should be read in conjunction with the financial statements for the year ended December 31,
2015, included in the Company’s annual report on Form 20-F filed with SEC on March 30, 2016. The interim financial statements follow
the same accounting policies and methods of computations as the audited financial statements for the year ended December 31, 2015.
Interim results are not necessarily indicative of results to be expected for the full year.
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In accordance with accounting standards regarding consolidation of variable interest entities (“VIE”), VIEs are generally entities that lack
sufficient equity to finance their activities without additional financial support from other parties or whose equity holders lack adequate
decision making ability. All VIEs with which the Company is involved must be evaluated to determine the primary beneficiary of the risks
and rewards of the VIE. The primary beneficiary is required to consolidate the VIE for financial reporting purposes.

 
The Company has concluded that Domo is a VIE, based on the facts that Total Faith has a majority of voting rights on the board of
directors and is obligated to absorb a majority of the risk of loss from Domo's economic performance. Based on our evaluation of the VIE,
we are the primary beneficiary of its risks and rewards; therefore, we consolidate Domo for financial reporting purposes.

 
The following tables set forth the assets, liabilities, results of operations and changes in cash and cash equivalents of the VIE, which were
included in the Company’s consolidated balance sheets, statements of comprehensive income and cash flows:

 

  
June 30,

2016   
December 31,

2015  
         

Current assets  $ 3,251,451  $ 2,179,580 
Non-current assets   (17,055)   - 
Total assets   3,234,396   2,179,580 
         
Third-party liabilities   (582,185)   (498,614)
Intercompany payables*   (2,112,168)   (1,412,380)
Total liabilities   (2,694,353)   (1,910,994)
Net assets  $ 540,043  $ 268,586 

         
 
*Payables to Taizhou Fuling and Great Plastics are eliminated upon consolidation.
 
 

  For the three months ended   For the six months ended  
  June 30, 2016   June 30, 2015   June 30, 2016   June 30, 2015  
             

Revenue  $ 1,793,423  $ 1,922,215  $ 3,355,321  $ 3,684,552 
Net income  $ 323,421  $ 160,194  $ 266,344  $ 167,526 
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  For the six months ended  

  
June 30,

2016   June 30, 2015  
       

Net cash used in operating activities  $ (339,018)  $ (1,035,779)
Net cash provided by financing activities*  $ 699,788  $ 1,094,410 
Net increase in cash and cash equivalents  $ 360,770  $ 58,631 

 
* Intercompany financing activities are eliminated upon consolidation.

 
The Company has the power to direct activities of the VIE and can have assets transferred freely out of the VIE without restrictions.
Therefore, the Company considers that there is no asset of VIE that can only be used to settle obligations of the respective VIE. The
creditors of the VIE’s third-party liabilities did not have recourse to the general credit of the primary beneficiary in normal course of
business.

 
Non-controlling interests

 
Non-controlling interests result from the consolidation of 49% owned subsidiary Domo.

 
Reclassification
 
Certain prior year amounts have been reclassified for consistency with the current period presentation. These reclassifications had no effect
on the reported results of operations.
 
Use of Estimates

 
The preparation of financial statements in conformity with U.S. GAAP requires the Company to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. These estimates are based on information as of the date of
the financial statements.

 
Significant estimates required to be made by management include, but are not limited to, the valuation of accounts receivable, inventories,
advances to suppliers, useful lives of property, plant and equipment, intangible assets, and the recoverability of long-lived assets. Actual
results could differ from those estimates.

 
Cash and Cash Equivalents

 
The Company considers all highly liquid investment instruments with an original maturity of three months or less from the date of purchase
to be cash equivalents.

 
Restricted Cash

 
Restricted cash consists of cash equivalents used as collateral to secure short-term bank notes payable and bank borrowings. The Company
is required to keep certain amounts on deposit that are subject to withdrawal restrictions. Upon the maturity of the bank acceptance notes
and bank borrowings, the Company is required to deposit the remainder to the escrow account to settle the bank notes payable and bank
borrowings. The notes payable and bank borrowings are generally short term in nature due to their short maturity period of three months to
one year; thus, restricted cash is classified as a current asset.
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As of June 30, 2016 and December 31, 2015, the Company had restricted cash of $2,574,805 and $2,129,162, respectively, of which
$1,791,144 and $1,153,444, respectively, was related to the bank acceptance notes payable (see Note 9), and $783,401 and $955,426,
respectively, was related to the letters of credit (see Note 11). The remaining $260 and $20,292, respectively, was related to other
miscellaneous deposits made in bank.

 
Certificates of deposit

 
As of June 30, 2016 and December 31, 2015, the Company had certificates of deposit with original maturities of more than ninety days
amounted to $1,905,417 and $3,186,892, respectively.

 
Accounts Receivable

 
Accounts receivable are recognized and carried at original invoiced amount less an estimated allowance for uncollectible accounts. The
Company usually grants credit to customers with good credit standing with a maximum of 90 days and determines the adequacy of reserves
for doubtful accounts based on individual account analysis and historical collection trends. The Company establishes a provision for
doubtful receivables when there is objective evidence that the Company may not be able to collect amounts due. The allowance is based on
management's best estimates of specific losses on individual exposures, as well as a provision on historical trends of collections. The
provision is recorded against accounts receivables balances, with a corresponding charge recorded in the consolidated statements of income
and comprehensive income. Actual amounts received may differ from management's estimate of credit worthiness and the economic
environment. Delinquent account balances are written-off against the allowance for doubtful accounts after management has determined
that the likelihood of collection is not probable.

 
Inventories

 
Inventories are stated at the lower of cost or market value. Costs include the cost of raw materials, freight, direct labor and related
production overhead. The cost of inventories is calculated using the weighted average method. Any excess of the cost over the net
realizable value of each item of inventories is recognized as a provision for diminution in the value of inventories.

 
Net realizable value is the estimated selling price in the normal course of business less any costs to complete and sell products.
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Property, Plant and Equipment

 
Property and equipment are stated at cost. The straight-line depreciation method is used to compute depreciation over the estimated useful
lives of the assets, as follows:

 
Items Useful life
Property and buildings 10–20 years
Leasehold improvement Lesser of useful life and lease term
Machinery equipment 3–10 years
Transportation vehicles 4–10 years
Office equipment and furniture 3–5 years
 
Expenditures for maintenance and repairs, which do not materially extend the useful lives of the assets, are charged to expense as incurred.
Expenditures for major renewals and betterments which substantially extend the useful life of assets are capitalized. The cost and related
accumulated depreciation of assets retired or sold are removed from the respective accounts, and any gain or loss is recognized in the
statement of income in other income and expenses.

 
Intangible Assets

 
Intangible assets consist primarily of land use rights, trademark and patents. Under the PRC law, all land in the PRC is owned by the
government and cannot be sold to an individual or company. The government grants individuals and companies the right to use parcels of
land for specified periods of time. These land use rights are sometimes referred to informally as “ownership.” Land use rights are stated at
cost less accumulated amortization. Intangible assets are amortized using the straight-line method with the following estimated useful lives:

 
Items Useful life
Land use rights 50 years
Trademark 10 years
Patents 7-10 years

 
Impairment of Long-lived Assets

 
The Company reviews long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. If the estimated cash flows from the use of the asset and its eventual disposition are below the asset’s
carrying value, then the asset is deemed to be impaired and written down to its fair value. There were no impairments of these assets as of
June 30, 2016 and December 31, 2015.

 
Revenue Recognition

 
Revenue from product sales is recognized, net of estimated provisions for sales allowances, when the merchandise is shipped and title is
transferred. Revenue is recognized when all four of the following criteria are met: (i) persuasive evidence that an arrangement exists (sales
agreements and customer purchase orders are used to determine the existence of an arrangement); (ii) delivery of goods has occurred and
risks and benefits of ownership have been transferred, which is when the goods are received by the customer at its designated location in
accordance with the sales terms; (iii) the sales price is both fixed and determinable, and (iv) collectability is reasonably assured.
Historically, sales returns have been minimal.
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Income Taxes

 
The Company accounts for income taxes under ASC 740. Deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the consolidated financial statement carrying amounts of existing assets and liabilities and their
respective tax bases.

 
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period including the enactment date. Valuation allowances are established, when necessary, to reduce deferred
tax assets to the amount expected to be realized.

 
The provisions of ASC 740-10-25, “Accounting for Uncertainty in Income Taxes,” prescribe a more-likely-than-not threshold for
consolidated financial statement recognition and measurement of a tax position taken (or expected to be taken) in a tax return. This
interpretation also provides guidance on the recognition of income tax assets and liabilities, classification of current and deferred income
tax assets and liabilities, accounting for interest and penalties associated with tax positions, and related disclosures. The Company does not
believe that there was any uncertain tax position at June 30, 2016 and December 31, 2015.

 
To the extent applicable, the Company records interest and penalties as a general and administrative expense. The statute of limitations for
the Company’s U.S. federal income tax returns and certain state income tax returns subject to examination by tax authorities for three years
from the date of filing. As of June 30, 2016, the tax years ended December 31, 2010 through December 31, 2015 for the Company’s PRC
subsidiaries remain open for statutory examination by PRC tax authorities.

 
Value added tax (“VAT”)

 
Sales revenue represents the invoiced value of goods, net of VAT. The VAT is based on gross sales price and VAT rates range up to 17%,
depending on the type of products sold. The VAT may be offset by VAT paid by the Company on raw materials and other materials
included in the cost of producing or acquiring its finished products. The Company recorded a VAT payable net of payments in the
accompanying financial statements. Further, when exporting goods, the exporter is entitled to some or all of the refund of the VAT paid or
assess. Since a majority of the Company’s products are exported to the U.S. and Europe, the Company is eligible for VAT refunds when
the Company completes all the required tax filing procedures.

 
All of the VAT returns of the Company have been and remain subject to examination by the tax authorities for five years from the date of
filing.
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Foreign Currency Translation

 
The Company’s principal country of operations is the PRC. The financial position and results of its operations are determined using RMB,
the local currency, as the functional currency. Our financial statements are reported using U.S. Dollars. The results of operations and the
statement of cash flows denominated in foreign currency are translated at the average rate of exchange during the reporting period. Assets
and liabilities denominated in foreign currencies at the balance sheet date are translated at the applicable rates of exchange in effect at that
date. The equity denominated in the functional currency is translated at the historical rate of exchange at the time of capital contribution.
Because cash flows are translated based on the average translation rate, amounts related to assets and liabilities reported on the statement of
cash flows will not necessarily agree with changes in the corresponding balances on the balance sheet. Translation adjustments arising from
the use of different exchange rates from period to period are included as a separate component of accumulated other comprehensive income
included in statement of changes in equity. Gains and losses from foreign currency transactions are included in the consolidated statement
of income and comprehensive income.

 
The value of RMB against US$ and other currencies may fluctuate and is affected by, among other things, changes in the PRC’s political
and economic conditions. Any significant revaluation of RMB may materially affect the Company’s financial condition in terms of US$
reporting. The following table outlines the currency exchange rates that were used in creating the consolidated financial statements in this
report:

 
 June 30, 2016  December 31, 2015  June 30, 2015

      
Period-end spot rate US $1=RMB

6.64433
 US $1= RMB

6.4917
 US $1= RMB

6.1088
      
Average rate US $1=RMB

6.53637
 US $1= RMB

6.2288
 US $1= RMB

6.1254
 

Fair Value of Financial Instruments
 

ASC 825-10 requires certain disclosures regarding the fair value of financial instruments. Fair value is defined as 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. A
three-level fair value hierarchy prioritizes the inputs used to measure fair value. The hierarchy requires entities to maximize the use of
observable inputs and minimize the use of unobservable inputs. The three levels of inputs used to measure fair value are as follows:

 
 · Level 1 - Quoted prices in active markets for identical assets and liabilities.

 
 · Level 2 - Quoted prices in active markets for similar assets and liabilities, or other inputs that are observable for the asset or liability,

either directly or indirectly, for substantially the full term of the financial instrument.
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 · Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets and

liabilities. This includes certain pricing models, discounted cash flow methodologies and similar techniques that use significant
unobservable inputs.

 
The Company considers the recorded value of its financial assets and liabilities, which consist primarily of cash and cash equivalents,
restricted cash, accounts receivable, advance to vendors, accounts payable, accrued expenses, advances from customers, notes payable to
approximate the fair value of the respective assets and liabilities at June 30, 2016 and December 31, 2015 based upon the short-term nature
of the assets and liabilities.

 
The Company believes that the carrying amount of the short-term borrowings approximates fair value at June 30, 2016 and December 31,
2015 based on the terms of the borrowings and current market rates as the rate is reflective of the current market rate.

 
Concentrations and Credit Risk

 
A majority of the Company’s expense transactions are denominated in RMB and a significant portion of the Company and its subsidiaries’
assets and liabilities are denominated in RMB. RMB is not freely convertible into foreign currencies. In the PRC, certain foreign exchange
transactions are required by law to be transacted only by authorized financial institutions at exchange rates set by the People’s Bank of
China (“PBOC”). Remittances in currencies other than RMB by the Company in China must be processed through the PBOC or other
China foreign exchange regulatory bodies which require certain supporting documentation in order to affect the remittance.

 
As of June 30, 2016 and December 31, 2015, $6,458,963 and $17,801,169 of the Company’s cash and cash equivalents, certificates of
deposit and restricted cash were on deposit at financial institutions in the PRC where there currently is no rule or regulation requiring such
financial institutions to maintain insurance to cover bank deposits in the event of bank failure.
 
Substantially all of the Company’s sales are made to customers that are located primarily in the USA and Europe. The Company’s
operating results could be adversely affected by the government policy on exporting business, foreign exchange rate fluctuation, and local
market condition change. The Company has a concentration of its revenues and receivables with specific customers. For the six months
ended June 30, 2016, one customer accounted for 13.6% of total revenue. For the six months ended June 30, 2015, two customers
accounted for 13.8% and 10.9% of total revenue. For the three months ended June 30, 2016, one customer accounted for 10.4% of total
revenue. For the three months ended June 30, 2015, one customer accounted for 17.5% of total revenue. As of June 30, 2016, two
customers’ account receivable accounted for 16.0% and 14.7% of the total outstanding accounts receivable balance. As of December 31,
2015, two customers' account receivable accounted for 29.8% and 10% of the total outstanding accounts receivable balance.
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For the six months ended June 30, 2016, the Company purchased approximately 18% and 17% of its raw materials from two major
suppliers. For the six months ended June 30, 2015, the Company purchased approximately 17% and 14% of its raw materials from two
major suppliers. For the three months ended June 30, 2016, the Company purchased approximately 21% and 11% of its raw materials from
two major suppliers. For the three months ended June 30, 2015, the Company purchased approximately 28% of its raw materials from one
major supplier. As of June 30, 2016, advanced payments to two major suppliers accounted for 45% and 22% of the total advance payments
outstanding. As of December 31, 2015, advanced payments to two major suppliers accounted for 49% and 10% of the total advance
payments outstanding.

 
A loss of either of these customers or suppliers could adversely affect the operating results or cash flows of the Company.

 
Risks and Uncertainties

 
The major operations of the Company are located in the PRC. Accordingly, the Company’s business, financial condition, and results of
operations may be influenced by political, economic, and legal environments in the PRC, as well as by the general state of the PRC
economy. The Company’s operations in the PRC are subject to special considerations and significant risks not typically associated with
companies in North America and Western Europe. These include risks associated with, among others, the political, economic and legal
environment and foreign currency exchange. The Company’s results may be adversely affected by changes in the political, regulatory and
social conditions in the PRC. Although the Company has not experienced losses from these situations and believes that it is in compliance
with existing laws and regulations including its organization and structure disclosed in Note 1, this may not be indicative of future results.

 
Recent Accounting Pronouncements

 
In January 2016, the FASB issued Accounting Standards Update (ASU) No. 2016-01, “Financial Instruments – Overall (Subtopic 825-10):
Recognition and Measurement of Financial Assets and Financial Liabilities”. The new guidance is intended to improve the recognition and
measurement of financial instruments. The new guidance makes targeted improvements to existing U.S. GAAP by: (1) Requiring equity
investments (except those accounted for under the equity method of accounting, or those that result in consolidation of the investee) to be
measured at fair value with changes in fair value recognized in net income. Requiring public business entities to use the exit price notion
when measuring the fair value of financial instruments for disclosure purposes; (2) Requiring separate presentation of financial assets and
financial liabilities by measurement category and form of financial asset (i.e., securities or loans and receivables) on the balance sheet or
the accompanying notes to the financial statements; (3) Eliminating the requirement for public business entities to disclose the method(s)
and significant assumptions used to estimate the fair value that is required to be disclosed for financial instruments measured at amortized
cost on the balance sheet; and. (4) Requiring a reporting organization to present separately in other comprehensive income the portion of
the total change in the fair value of a liability resulting from a change in the instrument-specific credit risk (also referred to as “own credit”)
when the organization has elected to measure the liability at fair value in accordance with the fair value option for financial instruments.
The new guidance is effective for public companies for fiscal years beginning after December 15, 2017, including interim periods within
those fiscal years. The Company does not expect this update will have a material impact on the Company's consolidated financial position,
results of operations and cash flows.
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In February 2016, the FASB issued ASU No. 2016-02, "Leases (Topic 842)" ("ASU 2016-02"), to increase the transparency and
comparability about leases among entities. The new guidance requires lessees to recognize a lease liability and a corresponding lease asset
for virtually all lease contracts.  It also requires additional disclosures about leasing arrangements. ASU 2016-02 is effective for interim and
annual periods beginning after December 15, 2018, and requires a modified retrospective approach to adoption. Early adoption is permitted.
The Company is currently evaluating the impact of this new standard on its consolidated financial statements and related disclosures.

 
In March 2016, the FASB issued Accounting Standards Update No. 2016-06, Derivatives and Hedging (Topic 815): Contingent Put and
Call Options in Debt Instruments. The amendments apply to all entities that are issuers of or investors in debt instruments (or hybrid
financial instruments that are determined to have a debt host) with embedded call (put) options. The amendments clarify what steps are
required when assessing whether the economic characteristics and risks of call (put) options are clearly and closely related to the economic
characteristics and risks of their debt hosts, which is one of the criteria for bifurcating an embedded derivative. Consequently, when a call
(put) option is contingently exercisable, an entity does not have to assess whether the event that triggers the ability to exercise a call (put)
option is related to interest rates or credit risks. Public business entities must apply the new requirements for fiscal years beginning after
December 15, 2016 and interim periods within those fiscal years. All entities have the option of adopting the new requirements early,
including adoption in an interim period. If an entity early adopts the new requirements in an interim period, it must reflect any adjustments
as of the beginning of the fiscal year that includes that interim period. The Company does not expect any material impact of this new
standard on its consolidated financial statements.

 
In April 2016, the FASB released ASU 2016-09, Compensation - Stock Compensation (Topic 718): Improvements to Employee Share-
Based Payment Accounting. The ASU includes multiple provisions intended to simplify various aspects of the accounting for share-based
payments. While aimed at reducing the cost and complexity of the accounting for share-based payments, the amendments are expected to
significantly impact net income, EPS, and the statement of cash flows. Implementation and administration may present challenges for
companies with significant share-based payment activities. The ASU is effective for public companies in annual periods beginning after
December 15, 2016, and interim periods within those years. The Company is currently evaluating the impact of this new standard on its
consolidated financial statements.

 
In April 2016, FASB issued Accounting Standards Update No. 2016-10, Revenue from Contracts with Customers (Topic 606): Identifying
Performance Obligations and Licensing. The amendments clarify the following two aspects of Topic 606: (a) identifying performance
obligations; and (b) the licensing implementation guidance. The amendments do not change the core principle of the guidance in Topic
606. The effective date and transition requirements for the amendments are the same as the effective date and transition requirements in
Topic 606. Public entities should apply the amendments for annual reporting periods beginning after December 15, 2017, including interim
reporting periods therein (i.e., January 1, 2018, for a calendar year entity). Early application for public entities is permitted only as of
annual reporting periods beginning after December 15, 2016, including interim reporting periods within that reporting period. The
Company is currently evaluating the impact of this new standard on its consolidated financial statements.
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NOTE 3 – ACCOUNTS RECEIVABLE, NET

 
Accounts receivable consisted of the following:

 
  As of   As of  

  June 30, 2016   
December 31,

2015  
Trade accounts receivable  $ 16,955,778  $ 14,825,914 
Less: allowances for doubtful accounts   (95,356)   (100,884)
Accounts receivable, net  $ 16,860,422  $ 14,725,030 

 
NOTE 4 – INVENTORY, NET

 
Inventories consisted of the following:

 
  As of   As of  

  June 30, 2016   
December 31,

2015  
Raw materials  $ 3,035,536  $ 2,245,382 
Work-in-progress   835,292   819,423 
Finished goods   10,092,026   10,523,395 
Inventory valuation allowance   (93,581)   (94,515)
Total inventory  $ 13,869,273  $ 13,493,685 

  
NOTE 5 – PROPERTY, PLANT AND EQUIPMENT, NET

 
Property, plant and equipment, net consisted of the following:

 
  As of   As of  

  June 30, 2016   
December 31,

2015  
Property and Buildings  $ 7,358,997  $ 7,532,019 
Leasehold improvement   1,722,562   1,722,562 
Machinery and equipment   21,833,991   19,467,526 
Automobiles   879,032   913,888 
Office and electric equipment   733,914   736,808 
Subtotal   32,528,496   30,372,803 
Construction in progress   2,027,794   96,112 
Less: accumulated depreciation   (9,879,687)   (8,912,049)
Property and equipment, net  $ 24,676,603  $ 21,556,866 
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Depreciation expense was $1,245,666 and $1,067,353 for the six months ended June 30, 2016 and 2015, respectively. Depreciation
expense was $635,892 and $539,978 for the three months ended June 30, 2016 and 2015, respectively.
 
Construction in progress represents costs of construction incurred for the Company's new plant and equipment. The construction for the
Company’s new plant in U.S. has been completed and put in use in July 2015. The Construction in progress as of June 30, 2016 represents
cost of construction for its facility expansion in China.

 
NOTE 6 – INTANGIBLE ASSETS, NET
 
Intangible assets, net consisted of the following:

 
  As of   As of  

  June 30, 2016   
December 31,

2015  
Land use rights  $ 10,278,897  $ 2,027,918 
Trademark   6,953   7,117 
Patents   4,949   5,065 
Total   10,290,799   2,040,100 
Less: accumulated amortization   (315,777)   (261,836)
Intangible assets, net  $ 9,975,022  $ 1,778,264 

 
Amortization expense was $60,947 and $19,750 for the six months ended June 30, 2016 and 2015, respectively. Amortization expense was
$51,402 and $10,603 for the three months ended June 30, 2016 and 2015, respectively.

 
Estimated future amortization expense for intangible assets is as follows:

 
Periods ending June 30,  Amortization expense  
     
2017  $ 45,819 
2018   45,640 
2019   45,596 
2020   44,894 
2021   44,799 
Thereafter   9,748,274 
  $ 9,975,022 

 
During the six months ended June 30, 2016, the Company paid RMB 55,131,750(approximately $8.3 million) for land use right in order to
construct a new plant in Wenling to increase its production capacity. The Phase I of the construction has been started in April 2016 and the
construction is expected to be completed by the end of 2016 and the commercial production is expected to commence in the first quarter of
2017.
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NOTE 7 – PREPAYMENTS FOR CONSTRUCTION AND EQUIPMENT PURCHASE

 
As of June 30, 2016, the Company made following prepayments for its new plant in Taizhou, China:

 
  As of   As of  

  June 30, 2016   
December 31,

2015  
Prepayments for equipment purchase  $ 879,394  $ 2,003,400 
Prepayments for land construction   3,386,346   - 
  $ 4,265,740  $ 2,003,400 
 
The Phase I of the construction has been started in April 2016 and the construction is expected to be completed by the end of 2016 and the
commercial production is expected to commence in the first quarter of 2017.
 
NOTE 8 – SHORT-TERM BORROWINGS

 
Short-term borrowings represent amounts due to various banks and other companies normally due within one year. The principal of the
borrowings are due at maturity. Accrued interest is due either monthly or quarterly.

 
Short-term borrowings consisted of the following:

 
   As of   As of  

   June 30, 2016   
December 31,

2015  
Agricultural Bank of China (“ABC”) (1) $ 677,269  $ 1,155,321 
China Construction Bank (“CCB”) (2)  1,911,404   1,232,343 
China Merchants Bank (“CMB”) (3)  2,253,561   1,000,293 
PingAn Bank (“PAB”) (4)  2,257,564   2,310,643 
China Citic Bank (“CITIC”) (5)  1,956,556   1,622,457 
Industrial and Commercial Bank of China
(“ICBC”) (6)  3,978,174   4,079,145 
Bank of China (“BOC”) (7)  3,301,720   3,864,625 
Total   $ 16,336,248  $ 15,264,827 
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(1) In May 2015 and February 2016, Great Plastics entered into two short-term bank loan agreements with ABC for twelve months. One

loan bears a variable interest rate based on the prevailing interest rate set by the People’s Bank of China at the time of borrowing, plus
70.25 basis points while the other loan bears a variable interest rate that equals to 130% of the prevailing interest rate. The effective
rates are 5.0% and 5.06% per annum, respectively. The loans were guaranteed by the assets of a third party guaranty company and a
shareholder of the Company.

 
In January and May 2015, Great Plastics entered into two short-term bank loan agreements with ABC for twelve and six months,
respectively. The loans bear a variable interest rate based on the prevailing interest rate set by the People’s Bank of China at the time of
borrowing, plus 30 basis points. The effective rates were 5.06% and 5.58% per annum, respectively. The loans were guaranteed by the
assets of Great Plastics, a third party guaranty company and a shareholder of the Company.

 
(2) In February and March 2016, Taizhou Fuling entered into two loan agreements with CCB for total of $1.25 million for five and four

months respectively. The loans bear fixed interest rate of 4.57% and 2.88%, respectively.
 

In July 2015, Taizhou Fuling entered into a short term bank loan agreement with CCB for $1,232,343 for twelve months. The loan bears
interest rate that equals to China's one year loan prime rate, plus 29.25 base points. The effective interest rate is 5.14% per annum.

 
These loans are guaranteed by the Company’s principal shareholders and Zhejiang Special Plastics Technology Co., Ltd. (“Special
Plastics”), an affiliated company owned by a shareholder of the Company. In addition, the Company has pledged land use rights,
properties and machinery equipment of Taizhou Fuling as collaterals for the loans outstanding as of June 30, 2016 and December 31,
2015.

  
(3) In January and March and April 2016, Taizhou Fuling entered into three short-term bank loan agreements with CMB for approximately

$2.26 million in total for eight, ten and five months, respectively. The first two loans bear variable interest rate based on the prevailing
interest rate set by the People’s Bank of China at the time borrowing, plus 179 and 10.25 basis points, respectively. The third loan bears
a variable interest rate based on published six-month London Interbank Offered Rate (“LIBOR”), plus 60 basis points. The effective
rates were 6.09% and 5% and 1.10% per annum, respectively.

 
In October and December 2015, Taizhou Fuling entered into two short-term bank borrowing agreements for approximately $1.0 million
(RMB 6.5 million) with CMB for six months. The loan bears a variable interest rate based on published six-month London Interbank
Offered Rate (“LIBOR”), plus 60 basis points. The effective rates were 1.13% and 1.42% per annum, respectively. The loans are
guaranteed by Special Plastics and Taizhou Fuling’s general manager and Chair.
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(4) In March 2016, Great Plastics entered into three short-term bank borrowing agreements with PAB with a total amount of $2,257,564 for

six months. These loans bear a variable interest rate based on the prevailing interest rate set by the People’s Bank of China at the time of
borrowing, plus 30% of the prevailing interest rate. The effective rate is 5.98%. The loans are guaranteed by the assets of Great Plastics.

 
In March 2015, Great Plastics entered into three short-term bank borrowing agreements with PAB with a total amount of $2,310,643 for
six months to one year. The effective rates were 6.4%, 7.06% and 6.8% per annum, respectively. The loans were also guaranteed by the
assets of Great Plastics.

 
(5) During the year of 2015, Taizhou Fuling and Great Plastics, entered into a series of short-term bank borrowing agreements with CITIC.

The terms of the loans are four to twelve months. The interest rate was equal to three-month of LIBOR. The loans were fully repaid on
March 17, 2016.

 
In January 2016, Taizhou Fuling entered into loan agreement with CITIC for $1,204,034 for ten months, bearing a variable interest rate
based on the prevailing interest rate set by the People’s Bank of China at the time of borrowing, plus 135.5 base points. The effective
rates were 5.57% per annum, respectively. The loan is guaranteed by Taizhou Fuling’s general manager.
 
In April 2016, Great Plastics entered into a loan agreement with CITIC for $752,521 for six months, bearing a variable interest rate
based on the prevailing interest rate set by the People’s Bank of China at the time of borrowing, minus 90 base points. The effective
rates were 5.1% per annum, respectively. The loan is guaranteed by Special Plastics, Taizhou Fuling’s general manager and Chair.

 
(6) In February 2016, Taizhou Fuling entered into a loan agreement with ICBC for $593,000 for five months, with fixed interest rate of

3.5%. In April 2016, Taizhou Fuling entered into a loan agreement with ICBC for $677,269 for five months, bearing a variable interest
rate based on the prevailing interest rate set by the People’s Bank of China at the time of borrowing, plus 161.6 base points. The
effective rate was 5.92% per annum. During 2015, Taizhou Fuling entered into a series of short-term bank borrowing agreements with
ICBC. The terms of the loans were five months to one year, with fixed interest rates ranging from 2.33% to 6.16% per annum. These
loans were guaranteed by the shareholders of Fuling Global. In addition, the Company has pledged the land use rights and properties as
collateral.

  
(7) During the first two quarters in 2016 and the year ended December 31, 2015, Taizhou Fuling and Great Plastics entered into a series of

short-term bank borrowing agreements and other financing agreements with BOC. The terms of the loans are three to twelve months,
with fixed interest rates based on LIBOR (for loans dominated in USD) or prime loan rates issued by People's Bank of China (for loans
dominated in RMB), plus certain base points. The effective interest rates vary from 1.56% to 5.9% per annum. The loans to Taizhou
Fuling are guaranteed by Great Plastics and Taizhou Fuling’s general manager. The loans to Great Plastics are guaranteed by Taizhou
Fuling’s general manager and Chair.
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As of June 30, 2016 and December 31, 2015, land use rights in the amount of $1,468,830 and $1,499,417, property and buildings in the
amount of $4,282,602 and $4,378,554 and equipment in the amount of $5,115,988 and $5.2 million were pledged for the bank loans,
respectively.

 
NOTE 9 – BANK NOTES PAYABLE

 
Short-term bank notes payables are lines of credit extended by banks that can be endorsed and assigned to vendors as payments for
purchases. The notes payable are generally payable within six months. These short-term notes payable are guaranteed by the bank for their
full face value. In addition, the banks usually require the Company to deposit a certain amount of cash (usually range from 30% to 100% of
the face value of the notes) at the bank as a guarantee deposit, which is classified on the balance sheet as restricted cash.

 
The Company had the following bank notes payable as of June 30, 2016:

 

  
June 30, 

2016  
ICBC, due various dates from April 12, 2016 to September 30, 2016  $ 2,409,769 
CMBC, due September 28, 2016   668,088 
ABC, due August 26, 2016   400,124 
Total  $ 3,477,981 

 
The Company had the following bank notes payable as of December 31, 2015:

 

  
December
31, 2015  

ICBC, due various dates from January 17, 2016 to June 23, 2016  $ 2,409,055 
CITIC, due various dates from January 28, 2016 to June 29, 2016   430,728 
Total  $ 2,839,783 

 
As of June 30, 2016 and December 31, 2015, $1,791,144 and $1,153,444 cash deposits were held by banks as a guaranty for the notes
payable, respectively. In addition, as of June 30, 2016 and December 31, 2015, notes payable totaling $2,409,769 and $2,409,055 were
secured by the personal properties of the Company’s principal shareholders and third party individuals, respectively.

 
NOTE 10 – INCOME TAXES

 
The Company is subject to income taxes on an entity basis on income arising in or derived from the tax jurisdiction in which each entity is
domiciled.

 
Fuling Global and Total Faith are both offshore holding companies and are not subject to tax on income or capital gains under the laws of
the Cayman Islands and British Virgin Islands, respectively.
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Taizhou Fuling and Great Plastics are incorporated in the PRC and are subject to PRC income tax, which is computed according to the
relevant laws and regulations in the PRC. Under the Corporate Income Tax Law of the People’s Republic of China, corporate income tax
rate applicable to all companies, including both domestic and foreign-invested companies, is 25%. Taizhou Fuling was recognized as a
High-technology Company by Chinese government and subject to a favorable income tax rate of 15% from year 2012 to 2015. The
Company is currently renewing its certificate of High-technology Company. Before the application is approved, the applicable income tax
rate is 25%. The 15% tax rate is retroactive.

 
Domo, Fuling USA and Direct link are incorporated in the United States and subject to the U.S. federal and state income tax.

 
The following table summarizes income (loss) before income taxes and non-controlling interest allocation:

 

  
For the six

months ended   
For the six

months ended  
  June 30, 2016   June 30, 2015  
United States  $ (1,177,033)  $ 246,257 
Foreign   7,663,875   4,812,479 
Total  $ 6,486,842  $ 5,058,736 

 
Significant components of the income tax provision were as follows:

 

  
For the six

months ended   
For the six

months ended  
Current tax provision  June 30, 2016   June 30, 2015  
United States  $ -  $ - 
Foreign   1,060,636   745,068 
Total  $ 1,060,636  $ 745,068 

 

  
For the six

months ended   
For the six months

ended  
Deferred tax expense (benefit)  June 30, 2016   June 30, 2015  
United States  $ (132,093)  $ - 
Foreign   -   - 
Total  $ (132,093)  $ - 

 
The deferred tax expense (benefit) is the change of deferred tax assets and deferred tax liabilities resulting from the temporary difference
between tax and U.S. GAAP. Our operations in the U.S. have incurred a cumulative net operating loss of approximately $2,131,000 and
$1,576,000, respectively, as of June 30, 2016 and December 31, 2015, which may be available to reduce future taxable income. This carry-
forward will expire if is not utilized by 2035. Our deferred tax assets were primarily the result of US net operating loss.
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As of each reporting date, the management considers evidence, both positive and negative, that could affect its view of the future
realization of deferred tax assets. On the basis of evaluation, a valuation allowance of $451,345 was recorded against our gross deferred tax
asset balance of $902,690 at June 30, 2016, and a valuation allowance of $319,252 was recorded against our gross deferred tax asset
balance of $638,504 at December 31, 2015. The amount of the deferred tax asset considered realizable, however, could be adjusted if
estimates of future taxable income during the carry-forward period are reduced or increased or if objective negative evidence in the form of
cumulative losses is no longer present and additional weight may be given to subjective evidence such as our projections for growth.

 
The following table reconciles the statutory rates to the Company’s effective tax rate:

 
  June 30,   June 30,  
  2016   2015  
U.S. Statutory rates   34.0%  34.0%
Foreign income not recognized in the U.S.   (34.5)   (33.4)
Foreign income tax rate   25.0   25.0 
Effect of favorable income tax rate in certain entity in PRC   (13.0)   (8.7)
R&D tax credit (1)   -   (1.3)
Change in valuation allowance   2.1   - 
Non-taxable permanent difference  (2)   0.7   (0.9)
Effective tax rate   14.3%  14.7%

 
 (1) According to PRC tax regulation, 150% of current year R&D expense approved by local tax authority could be deducted from taxable

income.
 

 (2) It represents expenses incurred by the Company that were not deductible for PRC income tax and income (loss) generated in countries
with no income tax obligations.

 
NOTE 11 – COMMITMENTS AND CONTINGENCIES

 
Rent commitment

 
The Company's subsidiary Fuling USA leases manufacturing facilities under operating leases. Operating lease expense amounted to
$276,544 and $204,382 for the six months ended June 30, 2016 and 2015, respectively. Operating lease expense amounted to $181,930 and
$107,416 for the three months ended June 30, 2016 and 2015, respectively.
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Future minimum lease payments under non-cancelable operating leases are as follows:

 
Twelve months ended June 30,    
2017  $ 673,280 
2018   685,229 
2019   697,810 
2020   710,456 
2021   723,543 
Thereafter   1,797,544 
Total  $ 5,287,862 

 
Letters of Credit

 
As of June 30, 2016 and December 31, 2015, the Company had $5,245,550 and $5,664,249 outstanding in trade letters of credit

 
NOTE 12 – RELATED PARTY TRANSACTIONS

 
The Company rents space from one of their related parties. For the six months ended June 30, 2016 and 2015, the total rent expense was
$28,199 and $30,091, respectively. For the three months ended June 30, 2016 and 2015, the total rent expense was $14,108 and $6,535,
respectively.

 
NOTE 13 – EQUITY

 
Statutory reserve

 
The Company is required to make appropriations to certain reserve funds, comprising the statutory surplus reserve and the discretionary
surplus reserve, based on after-tax net income determined in accordance with generally accepted accounting principles of the PRC (“PRC
GAAP”). Appropriations to the statutory surplus reserve are required to be at least 10% of the after-tax net income determined in
accordance with PRC GAAP until the reserve is equal to 50% of the entity’s registered capital. Appropriations to the surplus reserve are
made at the discretion of the Board of Directors. As of June 30, 2016 and December 31, 2015, the balance of statutory reserve was
$3,529,168 and $2,868,844, respectively.

 
Initial public offering ("IPO")

 
On October 26, 2015, the SEC declared effective the Company’s registration statement on Form F-1 (“IPO Registration Statement”).
Pursuant to this IPO Registration Statement, along with the accompanying prospectus, the Company registered an offering of 4,000,000
shares of ordinary shares and up to 600,000 additional ordinary shares if the over-subscription option is exercised in full.

 
On November 2, 2015, the Company issued 4,000,000 shares at a price of $5.00 per share. On November 4, 2015, the Company issued
38,423 shares pursuant to the over-subscription option granted to the underwriters according to the IPO Registration Statement. On
November 4, 2015, the Company closed its initial public offering of 4,038,423 ordinary shares at a price of $5.00 per share for gross
proceeds of $20,192,115 and net proceeds of $18,594,972.

 

22 



 

 
After its IPO on November 2, 2015, the Company granted 15,705 shares and 12,000 shares collectively to its Chief Financial Officer and
three directors, respectively, pursuant to the CFO employment agreement and director engagement letters the Company entered into in
September 2015 and August 2015, respectively. $69,262 was recorded as stock based compensation expense for the period ended June 30,
2016.

 
NOTE 14– SEGMENT REPORTING

 
ASC 280, “Segment Reporting”, establishes standards for reporting information about operating segments on a basis consistent with the
Company's internal organizational structure as well as information about geographical areas, business segments and major customers in
financial statements for details on the Company's business segments. The Company uses the “management approach” in determining
reportable operating segments. The management approach considers the internal organization and reporting used by the Company’s chief
operating decision maker for making operating decisions and assessing performance as the source for determining the Company’s
reportable segments. Management, including the chief operating decision maker, reviews operation results by the revenue of different
products. Based on management's assessment, the Company has determined that it has only one operating segments as defined by ASC 280.

 
The following table presents revenue by major products for the six and three months ended June 30, 2016 and 2015, respectively.

 
  For the six months ended  
  June 30, 2016   June 30, 2015  
       
Cutlery  $ 26,391,059  $ 27,435,098 
Straws   4,522,495   5,440,386 
Cups and plates   11,315,234   11,101,998 
Others   2,943,403   1,767,873 
Total  $ 45,172,191  $ 45,745,355 

  
  For the three months ended  
  June 30, 2016   June 30, 2015  
       
Cutlery  $ 14,710,583  $ 14,930,326 
Straws   2,427,869   2,919,660 
Cups and plates   5,811,494   6,233,220 
Others   1,644,426   1,023,633 
Total  $ 24,594,372  $ 25,106,839 
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The following table presents revenue by geographic areas for the six and three months ended June 30, 2016 and 2015, respectively.

 
  For the six months ended  

  June 30, 2016   June 30, 2015  
Revenue from United States  $ 42,004,083  $ 43,657,404 
Revenue from Europe   1,449,642   926,376 
Revenue from Canada   493,400   469,245 
Revenue from China   778,382   70,194 
Revenue from other foreign countries   446,684   622,136 
Total  $ 45,172,191  $ 45,745,355 

 
  For the three months ended  

  June 30, 2016   June 30, 2015  
Revenue from United States  $ 22,529,161  $ 23,961,410 
Revenue from Europe   1,015,155   528,284 
Revenue from Canada   288,661   296,581 
Revenue from China   433,505   70,194 
Revenue from other foreign countries   327,890   250,370 
Total  $ 24,594,372  $ 25,106,839 
 
Long-lived assets of $36,309,270 and $2,830,493 were located in China and the United States, respectively, as of June 30, 2016. Long-
lived assets of $22,979,974 and $2,584,056 were located in China and the United States, respectively, as of December 31, 2015.

 
NOTE 15 – SUBSEQUENT EVENTS

 
In July 2016, the Company repaid approximately $3.1 million bank loans and $0.6 million notes payable that become due. The Company
also borrowed approximately $2.3 million bank loans as well as approximately $0.3 million notes payable from various banks in China. All
the loans and notes payable are short term in nature and guaranteed by its shareholders, related parties and third parties.
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No.  Description
99.1  Press release dated August 15, 2016, titled “Fuling Global Inc. Reports Second Quarter 2016 Financial Results”
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its

behalf by the undersigned, thereunto duly authorized.
 

 FULING GLOBAL INC.
   
Date: August 15, 2016 By: /s/ Gilbert Lee
 Name:Gilbert Lee
 Title: Chief Financial Officer

 

26 

 



 
Exhibit 99.1

 
Fuling Global Inc. Reports First Half-Year and Second Quarter 2016 Financial Results

 
Company to Host Earnings Conference Call on Tuesday, August 16, 8:00 am ET

 
ALLENTOWN, Pa., August 15, 2016 /PRNewswire/ -- Fuling Global Inc. (NASDAQ: FORK) ("Fuling Global" or the "Company"), an
environmentally friendly specialized producer and distributor of plastic serviceware, with precision manufacturing facilities in both the U.S.
and China, today announced its financial results for the three and six months ended June 30, 2016.
 
Mr. Xinfu Hu, Chief Executive Officer of Fuling Global, commented, "We continued to execute well with sales volume crossing the
10,000-ton mark for the first time in company history to 10,709 tons for the second quarter, highlighting strong demand for our products
across all major product categories. Gross margin of 29.8% improved significantly from the prior quarter and was essentially unchanged
from a year ago. Despite a slight dip in revenues driven by decrease in average selling price (“ASP”) in connection with drop in oil prices,
net income attributable to our stockholders increased by 56.3% to $4.67 million for the second quarter, benefitting from $1.82 million in
local government subsidy income.”
 
Ms. Guilan Jiang, Chairwoman of Fuling Global, added, "With all of our factories running near full capacity, we are facing increasing
challenges to expand our production capacity promptly to meet the increasing demand for our products. Following the $10.24 million
purchase of a 32.86-acre land parcel in April, we broke ground for the construction of a new factory in Wenling City in the second quarter.
Phase I construction is expected to complete by the end of this year with commercial production to commence in the first quarter of 2017.
Our Allentown factory continues to ramp, now with 12 straw machines up and running. With increasing orders from existing customers and
orders from new customers, our Allentown factory is on track to reach $5.5 million annual revenue run rate in the third quarter this year.”
 
Second Quarter of 2016 Financial Highlights
 
  For the Three Months Ended June 30,
($ millions, except per share data)  2016  2015  % Change
Revenues  $24.59  $25.11  -2.0%
Gross profit  $7.33  $7.47  -1.9%
Gross margin  29.8%  29.8%  0.0%
Operating income  $3.72  $3.97  -6.4%
Operating margin  15.1%  15.8%  -0.7%
Net income attributable to Fuling Global  $4.67  $2.99  56.3%
Diluted earnings per share  $0.30  $0.26  15.9%
 

· Net income attributable to Fuling Global increased by 56.3% to $4.67 million, or $0.30 per basic and diluted share, for the three
months ended June 30, 2016 from $2.99 million, or $0.26 per basic and diluted share, for the same period of last year. The
increases in net income and earnings per share were primarily due to a $1.82 million  subsidy income received from local
government which included a one-time government incentive of approximately $1.5 million for breaking ground on our new
factory in Wenling City.

· Revenues decreased by 2.0% to $24.59 million for the three months ended June 30, 2016 with increase in sales volume offset
by decrease in blended average selling price (“ASP”).

· Total sales volume increased by 21.2% to 10,709 tons for the three months ended June 30, 2016 from 8,834 tons for the same
period of last year. The increase in total sales volume was across all product categories.

· Blended ASP decreased by 19.2% to $2.30 per kilogram for the three months ended June 30, 2016 from $2.84 per kilogram for
the same period of last year. The decrease in ASP was across all product categories and in line with the decrease in crude oil
prices.

· Gross profit decreased by 1.9% to $7.33 million for the three months ended June 30, 2016 from $7.47 million for the same
period of last year. Gross margin was essentially unchanged at 29.8%.

 
Second Quarter 2016 Financial Results
 
Revenues
 
For the three months ended June 30, 2016, total revenues decreased by $0.51 million, or 2.0%, to $24.59 million from $25.11 million for
the same period of last year. Overall sales volume increased by 1,875 tons, or 21.2%, to 10,709 tons for the three months ended June 30,
2016 from 8,834 tons for the same period of last year. The increase in overall sales volume was across all product categories. Blended ASP
decreased by $0.54 per kilogram, or 19.2%, to $2.30 per kilogram for the three months ended June 30, 2016 from $2.84 per kilogram for the
same period of last year. The decrease in ASP was across all product categories and in line with year-over-year change trend in crude oil
prices.  Cutlery, straws, cups and plates, and other products accounted for 59.8%, 9.9%, 23.7%, and 6.7% of total revenues for the three
months ended June 30, 2016, compared to 59.5%, 11.6%, 24.8%, and 4.1% for the same period of last year, respectively. 
 
On a geographical basis, sales in Fuling Global's largest market, the U.S., decreased by $1.43 million, or 6.0%, to $22.53 million for the
three months ended June 30, 2016 from $23.96 million for the same period of last year. Sales in Europe increased by $0.49 million, or
92.2%, to $1.02 million. Sales in China increased by $0.36 million, or 516.9%, to $0.43 million for the three months ended June 30, 2016.
Sales in Canada was $0.29 million for the three months ended June 30, 2016, down 2.7% from the same period of last year.
 
 



 
  
  For the Three Months Ended June 30,
  2016  2015  Y/Y Change

  
Revenues

($'000)   % of Total  
Revenues

($'000)   % of Total  
Amount
($'000)   %

U.S.  $ 22,529  91.6%  $ 23,962  95.4%  $ (1,433)  -6.0%
Europe   1,015  4.1%   528  2.1%   487  92.2%
Canada   289  1.2%   297  1.2%   (8)  -2.7%
China   433  1.8%   70  0.3%   363  516.9%
Others   328  1.3%   250  1.0%   78  31.0%
Total  $ 24,594  100.0%  $ 25,107  100.0%  $ (514)  -2.0%
 
Gross profit
 
Total cost of goods sold decreased by $0.37million, or 2.1%, to $17.26million for the three months ended June 30, 2016 from $17.63
million for the same period of last year1. Gross profit decreased by $0.14 million, or 1.9%, to $7.33 million for the three months ended
June 30, 2016 from $7.47 million for the same period of last year. Gross margin was 29.8% for the three months ended June 30, 2016,
essentially unchanged from the same period of last year.
    

[1] Please note, certain expense items, primarily expenses associated with ocean freight, were previously reported as selling expenses
and have been reclassified as cost of goods sold. As a result, cost of goods sold, gross profit, gross margin, selling expenses, and
total operating expenses for 2015 have been adjusted retrospectively.

 
Operating income
 
Selling expenses decreased by $0.31 million, or 17.4%, to $1.45 million for the three months ended June 30, 2016 from $1.76 million for
the same period of last year. The decrease in selling expenses was due to decrease in ocean freight cost. General and administrative
expenses increased by $0.34 million, or 30.0%, to $1.48million for the three months ended June 30, 2016 from $1.14 million for the same
period of last year. The increase in general and administrative expenses was due to professional fees related to being a public company as
well as increase in administrative expenses at our Allentown facility. Research and development expenses increased by $0.08 million, or
12.5%, to $0.68 million for the three months ended June 30, 2016 from $0.60 million for the same period of last year. As a result, total
operating expenses increased by $0.11 million, or 3.2%, to $3.61 million for the three months ended June 30, 2016 from $3.50 million for
the same period of last year.
 
Operating income decreased by $0.25million, or 6.4%, to $3.72 million for the three months ended June 30, 2016 from $3.97 million for
the same period of last year. Operating margin was 15.1% for the three months ended June 30, 2016, compared to 15.8% for the same
period of last year.
 
Income before income taxes
 
After adjustment for interest income and expenses, subsidy income and other non-operating income and expenses, income before income
taxes increased by $1.76 million, or 47.8%, to $5.45 million for the three months ended June 30, 2016 from $3.69 million for the same
period of last year. The increase was primarily due to subsidy income of $1.82million received in the second quarter of this year from local
government.
 
Provision for income taxes was $0.62 million for the   three months ended June 30, 2016, compared to $0.62 million for the same period of
last year.    
 
Net income
 
Net income increased by $1.77 million, or 57.5%, to $4.84 million for the three months ended June 30, 2016 from $3.07 million for the
same period of last year. After deduction of non-controlling interest, net income attributable to Fuling Global was $4.67 million, or $0.30
per basic and diluted share, for the three months ended June 30, 2016, compared to $2.99 million, or $0.26 per basic and diluted share, for
the same period of last year.
 
Year-to-Date 2016 Financial Results
 
  For the Six Months Ended June 30,
($ millions, except per share data)  2016  2015  % Change
Revenues  $45.17  $45.75  -1.3%
Gross profit  $12.54  $12.07  3.9%
Gross margin  27.8%  26.4%  1.4%
Operating income  $4.81  $5.32  -9.6%
Operating margin  10.6%  11.6%  -1.0%
Net income attributable to Fuling Global  $5.42  $4.23  28.2%
Diluted earnings per share  $0.34  $0.36  -4.9%
  
 



 
 
Revenues
 
For the six months ended June 30, 2016, total revenues decreased by $0.57 million, or 1.3%, to $45.17 million from $45.75 million for the
same period of last year. Overall sales volume increased by 2,411 tons, or 15.1%, to 18,338 tons for the six months ended June 30, 2016
from 15,927 tons for the same period of last year. The increase in overall sales volume was across all product categories. Blended ASP
decreased by $0.41 per kilogram, or 14.2%, to $2.46 per kilogram for the six months ended June 30, 2016 from $2.87 per kilogram for the
same period of last year. ASPs for cutlery, straws, and cups and plates all decreased while others increased slightly year-over-year.
 
Cutlery, straws, cups and plates, and other products accounted for 58.4%, 10.0%, 25.0%, and 6.5% of total revenues for the six months
ended June 30, 2016, compared to 60.0%, 11.9%, 24.3%, and 3.9% for the same period of last year, respectively. 
On a geographical basis, sales in Fuling Global's largest market, the U.S., decreased by $1.65million, or 3.8%, to $42.00 million for the six
months ended June 30, 2016 from $43.66million for the same period of last year. Sales in Europe increased by $0.52 million, or 56.5%, to
$1.45 million. Sales in China increased by $0.71 million, or 1,008.9%, to $0.78 million for the six months ended June 30, 2016. Sales in
Canada was $0.49 million for the six months ended June 30, 2016, up 5.1% from the same period of last year.
 
  For the Six Months Ended June 30,
  2016  2015  Y/Y Change

  
Revenues

($'000)   % of Total  
Revenues

($'000)   % of Total  
Amount
($'000)   %

U.S.  $ 42,004  93.0%  $ 43,658  95.4%  $ (1,654)  -3.8%
Europe   1,450  3.2%   926  2.0%   523  56.5%
Canada   493  1.1%   469  1.0%   24  5.1%
China   778  1.7%   70  0.2%   708  1008.9%
Others   447  1.0%   622  1.4%   (175)  -28.2%
Total  $ 45,172  100.0%  $ 45,745  100.0%  $ (573)  -1.3%
 
Gross profit
 
Total cost of goods sold decreased by $1.04 million, or 3.1%, to $32.64 million for the six months ended June 30, 2016 from $33.68
million for the same period of last year. Gross profit increased by $0.47 million, or 3.9%, to $12.54 million for the six months ended June
30, 2016 from $12.07 million for the same period of last year. Gross margin was 27.8% for the six months ended June 30, 2016, compared
to 26.4% for the same period of last year.
 
Operating income
 
Selling expenses decreased by $0.05million, or 1.7%, to $3.08 million for the six months ended June 30, 2016 from $3.14 million for the
same period of last year. The decrease in selling expenses was due to decrease in ocean freight. General and administrative expenses
increased by $0.87million, or 32.5%, to $3.55 million for the six months ended June 30, 2016 from $2.68 million for the same period of
last year. The increase in general and administrative expenses was due to professional fees related to being a public company as well as
increase in administrative expenses at our Allentown facility. As we spent significant efforts and resources training new staff, testing
machines, and streamlining production lines in the first half of this year, we expect more moderate increases in general and administrative
expenses with increasing productivity and operating efficiency in the latter half of this year. Research and development expenses increased
by $0.16 million, or 17.3%, to $1.09 million for the six months ended June 30, 2016 from $0.93 million for the same period of last year.
 
As a result, total operating expenses increased by $0.98 million, or 14.5%, to $7.73 million for the six months ended June 30, 2016 from
$6.75 million for the same period of last year.
 
Operating income decreased by $0.51 million, or 9.6%, to $4.81 million for the six months ended June 30, 2016 from $5.32 million for the
same period of last year. Operating margin was 10.6% for the six months ended June 30, 2016, compared to 11.6% for the same period of
last year.
 
Income before income taxes
 
After adjustment for interest income and expenses, subsidy income and other non-operating income and expenses, income before income
taxes increased by $1.43 million, or 28.2%, to $6.49 million for the six months ended June 30, 2016 from $5.06 million for the same period
of last year. The increase was primarily due to higher subsidy income received from local government this year.
 
Provision for income taxes was $0.93 million for the six months ended June 30, 2016, compared to $0.75 million for the same period of
last year.  
 
Net income
 
Net income increased by $1.24 million, or 28.9%, to $5.56 million for the six months ended June 30, 2016 from $4.31 million for the same
period of last year. This increase was primarily due to: 1) $1.70 million increase in subsidiary income; 2) $0.47 million increase in gross
profit; and 3) partially offset by $0.98 million increase in operating expenses.
 
After deduction of non-controlling interest, net income attributable to Fuling Global increased by $1.19 million, or 28.2%, to $5.42 million
for the six months ended June 30, 2016 from $4.23 million for the same period of last year.
Basic and diluted earnings per share were each$0.34 for the six months ended June 30, 2016, compared to $0.36 for the same period of last
year.



 
 



 
 
Financial Condition
 
As of June 30, 2016, the Company had cash and cash equivalents, restricted cash, and certificates of deposits of $3.35 million, $2.57
million, and $1.91 million, respectively, compared to $15.57 million, $2.13 million, and $3.19 million, respectively, at the end of 2015.
Short-term borrowing and bank notes payable were $16.34 million and $3.48 million, respectively, as of June 30, 2016, compared to $15.26
million and $2.84 million, respectively, at the end of 2015.
 
Net cash used in operating activities was $3.74million for the six months ended June 30, 2016, compared to $1.91 million for the same
period of last year.
 
Net cash used in investing activities was $9.93 million for the six months ended June 30, 2016, compared to $2.42 million for the same
period of last year. The Company spent $10.24 million in purchasing a 32.86-acre land parcel for its newest factory in Wenling, China this
April and received one-time subsidy income of approximately $1.5million from the Wenling government in association with the purchase.
 
Net cash provided by financing activities was $1.47 million for the six months ended June 30, 2016, compared to $4.60 million for the
same period of last year.
 
Recent Update
 
On April 12, 2016, the Company announced that it has purchased a 32.86-acre land parcel for its newest factory in Wenling, China for
approximately $10.24 million. The Company anticipates that it will complete construction, equipment installation and testing and will
ultimately commence commercial production in the new factory in the first quarter of 2017. 
 
Correction
 
In our press release dated May 16, 2016, we incorrectly reported sales volume growth of 4.6% to 7,418 tons for the three months ended
March 31, 2016, which should be 7.6% growth to 7,629 tons. In addition, in our press release dated March 31, 2016, we incorrectly reported
sales volume growth of 30% for the year 2015, which should be 15% increase.  
 
Earnings Conference Call
 
The Company will host its second quarter of 2016 financial results conference call at 8:00 am Eastern Time (5:00 am Pacific Time/8:00 pm
Beijing Time) on Tuesday, August 16, 2016. To attend the call, please use the information below for either dial-in access or webcast
access. When prompted on dial-in, ask for "Fuling Global Inc./ FORK".
 
Conference Call  
  
Date: Tuesday, August 16, 2016
  
Time: 8:00 am ET, U.S.
  
International Toll Free: United States: +1 888-346-8982

Mainland China: +86 400-120-1203
Hong Kong: +852 800-905-945
International: +1 412-902-4272

  
Conference ID: Fuling Global Inc./FORK
 
Please dial in at least fifteen minutes before the call to ensure timely participation. For those unable to participate, an audio replay of the
conference call will be available beginning approximately one hour after the end of the live call through August 23, 2016. The audio replay
can be accessed by dialing +1-877-344-7529 within the United States or +1-412-317-0088 internationally, and entering access code No.
10091411.
 
About Fuling Global Inc.
 
Fuling Global Inc. ("Fuling Global") is an environmentally friendly specialized producer and distributor plastic serviceware, with precision
manufacturing facilities in both the U.S. and China. The Company's plastic serviceware products include disposable cutlery, drinking
straws, cups, plates and other plastic products and are used by more than one hundred customers primarily from the U.S. and Europe,
including Subway, Wendy's, Burger King, KFC (China only), Walmart, McKesson, and Woolworths. More information about the
Company can be found at: http://ir.fulingglobal.com/.
 
Forward-Looking Statements
 
This press release contains information about Fuling Global's view of its future expectations, plans and prospects that constitute forward-
looking statements. Actual results may differ materially from historical results or those indicated by these forward-looking statements as a
result of a variety of factors including, but not limited to, risks and uncertainties associated with its application of IPO proceeds, its ability to
raise additional funding, its ability to maintain and grow its business, variability of operating results, its ability to maintain and enhance its
brand, its development and introduction of new products and services, the successful integration of acquired companies, technologies and
assets into its portfolio of software and services, marketing and other business development initiatives, competition in the industry, general
government regulation, economic conditions, dependence on key personnel, the ability to attract, hire and retain personnel who possess the
technical skills and experience necessary to meet the requirements of its clients, and its ability to protect its intellectual property. Fuling



Global encourages you to review other factors that may affect its future results in Fuling Global's registration statement and in its other
filings with the Securities and Exchange Commission.
 
 



 
 
For more information, please contact:
 
Investor Relations:
 
Tina Xiao                            
Weitian Group LLC
Email: fork@weitian-ir.com
Phone: +1-917-609-0333
 
 
At the Company:
 
Gilbert Lee, CFO
Email: ir@fulingplasticusa.com
Phone: +1-610-366-8070x1835
Web: http://ir.fulingglobal.com/ 
 
 



 
 

FULING GLOBAL INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
  
  June 30,   December 31,  
  2016   2015  
       

ASSETS         
Current Assets:         
Cash and cash equivalents  $ 3,350,237  $ 15,573,554 
Restricted cash   2,574,805   2,129,162 
Certificates of deposit   1,905,417   3,186,892 
Accounts receivable, net   16,860,422   14,725,030 
Advances to supplier, net   486,110   312,328 
Inventories, net   13,869,273   13,493,685 
Prepaid expenses and other current assets   2,355,685   425,477 
Total Current Assets   41,401,949   49,846,128 

         
Property, plant and equipment, net   24,676,603   21,556,866 
Intangible assets, net   9,975,022   1,778,264 
Prepayments for construction and equipment purchase   4,265,740   2,003,400 
Other non-current assets   222,398   225,500 
Deferred tax assets   451,345   319,252 
                    Total Assets  $ 80,993,057  $ 75,729,410 

         
         

LIABILITIES AND SHAREHOLDERS' EQUITY         
         

Current Liabilities:         
Short term borrowings  $ 16,336,248  $ 15,264,827 
Bank notes payable   3,477,981   2,839,783 
Advances from customers   771,884   597,226 
Accounts payable   9,700,116   10,972,851 
Accrued and other liabilities   1,729,667   1,808,135 
Taxes payable   612,502   743,147 
Loan from third parties   -   184,851 

Total Current Liabilities   32,628,398   32,410,820 
         

                    Total  Liabilities   32,628,398   32,410,820 
         

Commitments and contingencies         
         

Shareholders' Equity         
Common stock: $0.001 par value, 70,000,000 shares authorized, 
15,732,795 shares issued and outstanding as of June 30, 2016 and December 31, 2015   15,733   15,733 
Additional paid in capital   29,791,389   29,722,127 
Statutory reserve   3,529,168   2,868,844 
Retained earnings   14,944,352   10,182,213 
Accumulated other comprehensive income (loss)   (189,042)   392,450 

Total Fuling Global Inc.'s equity   48,091,600   43,181,367 
         

Noncontrolling interest   273,059   137,223 

                     Total Shareholders' Equity
  48,364,659   43,318,590 

         
            Total Liabilities and Shareholders' Equity  $ 80,993,057  $ 75,729,410 

         
 
 



 
 

FULING GLOBAL INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND OTHER COMPREHENSIVE INCOME

(UNAUDITED)
 

  
For the Three Months Ended

June 30,   
For the Six Months Ended

June 30,  
  2016   2015   2016   2015  
             

Revenues  $ 24,594,372  $ 25,106,839  $ 45,172,191  $ 45,745,355 
Cost of goods sold   17,262,250   17,633,736   32,635,246   33,679,333 

Gross Profit   7,332,122   7,473,103   12,536,945   12,066,022 
                 
Operating Expenses                 

Selling expenses   1,452,267   1,757,534   3,083,800   3,136,505 
General and administrative expenses   1,484,156   1,141,891   3,548,715   2,678,139 
Research and development expenses   675,957   600,740   1,094,313   932,879 

Total operating expenses   3,612,380   3,500,165   7,726,828   6,747,523 
                 

Income from Operations   3,719,742   3,972,938   4,810,117   5,318,499 
                 
Other Income (Expense):                 

Interest income   10,966   12,892   17,579   18,961 
Interest expense   (226,691)   (331,431)   (428,375)   (637,904)
Subsidy income   1,817,120   94,201   1,857,989   154,422 
Foreign currency transaction gain   362,738   68,552   422,527   295,563 
Other expense, net   (230,647)   (127,621)   (192,995)   (90,805)

Total other income (expense), net   1,733,486   (283,407)   1,676,725   (259,763)
                 
Income Before Income Taxes   5,453,228   3,689,531   6,486,842   5,058,736 
                 
Provision for Income Taxes   615,519   617,585   928,543   745,068 
                 
Net Income  $ 4,837,709  $ 3,071,946  $ 5,558,299  $ 4,313,668 
                 
Less: net income attributable to noncontrolling interest   164,945   81,699   135,836   85,438 
                 
Net income attributable to Fuling Global Inc.   4,672,764   2,990,247   5,422,463   4,228,230 
                 

Other Comprehensive Income
                

Foreign currency translation gain (loss)   (815,224)   (162,673)   (581,492)   798 
Comprehensive income attributable to Fuling Global Inc.  $ 3,857,540  $ 2,827,574  $ 4,840,971  $ 4,229,028 
                 
Earnings per share                 
Basic and diluted  $ 0.30  $ 0.26  $ 0.34  $ 0.36 
                 
Weighted average number of shares                 
Basic and diluted   15,732,795   11,666,667   15,732,795   11,666,667 
                 
Cash dividends per share                 
Basic and diluted  $ -  $ -  $ -  $ 0.88 
                 
                 

 
 



 
 

FULING GLOBAL INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
 

 
 

  
For the Six Months Ended June

30,  
  2016   2015  
CASH FLOWS FROM OPERATING ACTIVITIES         

Net income  $ 5,558,299  $ 4,313,668 
Adjustments to reconcile net income to net cash         
  provided by operating activities:         

Stock based compensation   69,262   - 
Deferred tax benefit   (132,093)   - 
Depreciation and amortization   1,306,613   1,087,103 
Bad debt provisions   108,750   143,640 
Gain on disposal of fixed assets   (12,896)   - 

Changes in operating assets:         
 Accounts receivable   (2,337,456)   (2,471,504)
Advances to suppliers   (3,992,991)   (1,848,517)
Inventories   (492,975)   314,621 
Other assets   (2,025,962)   285,213 

Changes in operating liabilities:         
Accounts payable   (1,809,818)   (3,762,267)
Advance from customers   189,737   (19,503)
Taxes payable   (116,650)   271,689 
Accrued and other liabilities   (56,140)   (228,284)

Net cash used in operating activities   (3,744,320)   (1,914,141)
         
CASH FLOWS FROM INVESTING ACTIVITIES         

Purchase of property and equipment   (399,389)   (1,302,879)
Cash receipts from disposal property and equipment   19,614   - 
Cash invested in certificates of deposit   1,228,224   - 
Prepayments for construction and equipment purchase   (2,342,419)   (844,033)
Purchase of intangible assets   (8,434,613)   (269,044)

Net cash used in investing activities   (9,928,583)   (2,415,956)
         
CASH FLOWS FROM FINANCING ACTIVITIES         

Proceeds from short-term borrowings   11,264,393   25,428,552 
Repayments of short-term borrowings   (9,818,828)   (19,982,971)
Proceeds from bank notes payable   3,600,629   2,398,646 
Repayments of bank notes payable   (2,885,578)   (3,255,244)
Repayment of third party borrowing   (183,588)   (195,906)
Repayments of loans from related parties   -   5,747 
Change of restricted cash   (502,722)   201,554 

Net cash provided by financing activities   1,474,306   4,600,378 
         
EFFECT OF EXCHANGE RATES CHANGES ON CASH   (24,720)   (21,306)
         
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS   (12,223,317)   248,975 
         
CASH AND CASH EQUIVALENTS, BEGINNING OF THE PERIOD   15,573,554   1,399,714 
         
CASH AND CASH EQUIVALENTS, ENDING OF THE PERIOD  $ 3,350,237  $ 1,648,689 
         
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:         

Cash paid during the period for:         
Interest paid  $ 400,152  $ 422,851 

Income tax paid  $ 1,161,623  $ 686,959 
Non-cash investing activities:         

Transfer from construction in progress to fixed assets  $ 634,190  $ 1,069,664 

Transfer from advance payments to fixed assets  $ -  $ 270,580 
         
  
 


