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Independent Auditors’ Report

The Board of Directors
Flytech Technology Co., Ltd.:

We have audited the accompanying consolidated balance sheets of Fiytech Technology Co., Ltd. (the
“Company”} and subsidiaries as of December 31. 2614 and 2013, and the related consolidated statements of
comprehensive income. changes i equity. and cash flows for the years ended December 31, 2014 and 2013.
These consolidated financial statements are the responsibility of the Company's managerment. Our responsibility
is to express an opinion on these consolidated {inancial statements based on our audits.

We conducted our audits in accordance with the Regulations Governing Auditing and Certification of Financial
Statements by Certified Public Accountants and auditing standards generally accepted in the Repubiic of China.
Those regulations and standards require that we plan and perform the audit 10 obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basts,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimaies made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to in the first paragraph present fairly, in all
material respects, the conselidated financial position of Flytech Technology Co., [d. and subsidiaries as of
December 31, 2014 and 2013, and the resualts of their consolidated operations and their consobdaied cash fiows
for the vears ended December 31, 2014 and 2013, in conformity with the Regulations Governing the Preparation
of Tinancial Reports by Securities Issuers. and the International Financial Reporting Standards. International
Accouniing Standards. IFRIC Interpretations, and SI1C Interpretations endorsed by the Financial Supervisory
Commission of the Republic of China,

We have also audited the parent company only financial statements of Flytech Technology Co., Ltd. as of and
for the years ended December 31, 2014 and 2013 on which we have issued an unqualified opinion.

Taipei. Taiwan (the Republic of China)
March 132013

Motes 1o Readers

The accompanying conseldated financial statements are intended only 1o present the financial position, results of operations, and cash
flows in accordance with the lernational Financial Reporting Standards. Internation counting Standards, FPRIC Imerpretations and
SIC Interpretarions endorsed by the Financial Sepervisory Comimission of the Republic of Uhing, The siandards, procedures and
practicss Lo audit such finencial statements are those generally sccepied and applied in the Republic of Ching.

For the convenience of readers. the auditers’ report and the accompanving consolidated financial statements have been translated into
English from the original Chinese version prepared and used i the Republic of China, If there is any confiict between the English
version and the original Chinese version or any difference in the interpretation of the two versions, the Chinese language auditors’ report
and conseiidated {inancial statements shall prevail.
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FLYTECH TECHNQLOGY CO,, LTD, AND SUBSIDIARIES

Consolidated Balance Sheets

December 31, 2014 and 2613

(in thousands of New Taiwan dollars)

Asgsets

Current assets:
Cash and cash equivalents (notes 61y and {17))
Financial assets at fair value through profit or loss — current
{(notes 6(2), {17} and (18))
Notes and accounts receivable, net (notes 6(3) and (17))
Other receivables (notes 6(3) and (17))
Inventories (note 6(4))
Prepayments and other current assets
Other financial assets —current (notes 6(1) and (17) and &)
Total current assets
Nop-current assets:
Financial assets at faie value through profit or loss~-non-current
(notes (23, (7Tyand (17))
Investments in associates (note 6(5))
Property, plant and equipment (note 6(6))
Intangible assets
Deferred income tax assets (note 6{11))
non-curreit (note 6(17))
Prepayments for equipment

Other financial assets

Total non-current assets
Total assets

See accompanying notes to consolidated financial statements.

2014,12.31 2613.12.31
$ 2,394,500 1,617,777
- 180
1,040.820 765277
4,539 8.917
470,493 425.736
25,935 25,491
149,488 800.403
4,085.795 3.643.781
- 225
4,349 -
1,148.004 1,199.433
10,399 4,654
27,546 25.497
32.684 60,900
5,017 2.050
1.227.999 1.297.759
s 5,213,794 4,941,540
(Continued)




FLYTECH TECHNOLOGY CO., LTD. AND SUBSIDIARIES
Consolidated Balance Sheets (Continued)
December 31, 2014 and 2013

(in thousands of New Taiwan dollars)

Liabilities and Equity

Current liabilities:
Financial habilities at fair value through profit or loss —current
(notes 6(2), (17) and (18))
MNotes and accounts pavable (notes 6(17) and (18))
Other pavables (notes 6(12), (17) and (18))
Current income tax habilites
Provisions (note 6(8)
Other current liabilities
Current portion of bends payable (notes 6(7), (17) and (18))
Total current liabilities
Mon-current liabilities:
Bonds pavable (notes 6(7). {17) and (18))
Deferred income tax liabilities (note 6(11))
Accrued pension habilities (note 6(10))
Total non-current liabilities
Total Habilities
Equity (notes 6{10), (11}, (12) and {13)) :
Common stock
Capital surplus
Retained carnings:
iegal reserve
Special reserve
Unappropriated earnings

Other equity
Equity attributable to sharcholders of the Company
Non-controlling interests
Total equity
Total liabilities and equity

See accompanying notes to consolidated financial statements.

2014.12.31 2613.12.31
5.929 2,155
428.529 377.504
219,784 209,336
125,155 125.671
27332 10.506
21.960 25128
302.789 i
1.131.478 750.300
) 310,767
35,431 30.080
28.686 28.454
64.117 369.301
1,195,595 1,119.601
1,329.472 1.199.651
586.395 674.190
555.984 470,015
- 10.675
1.595.149 1.431.823
2151133 1,912,513
14.471 700
4.081.47] 3.787.054
36,728 34.8%5
4.118.199 3.821.930
5,313,794 4,941,540




FLYTECH TECHNOLOGY CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income

For the vears ended December 31, 2014 and 2013

(in thousands of New Taiwan dollars, except earnings per share)

Net revenue {note 6(15))
Cost of revenue (notes 6(4), (6), (5), (18} and (12) and 12)
Gross profit
Operating expenses {notes 6(3), {6), (%), (10) and (12), 7 and 12):
Selling expenses
Administrative expenses
Research and development expenses
Total operafing expenses
Operating income
Non-operating income and loss:
Oither income (note 6(16Y)
Other gains and losses (notes 6(3). (7) and (16))
Finance costs (notes 6{7) and (16))
Share of losses of associates (note 6{5))
Total non-operating income and loss
[acome before income tax
Tacome tax expense (note 6{11))
Met income
Other comprehensive income:
Exchange differences on translation of foreign operations
Actuarial gain (fosses) from defined benefit plans (note 6(10))
Less: Income tax related {0 components of other comprehensive income
{note 6(11))
Other comprehensive income for the year, net of income tax
Total comprehensive income for the vear
Net income atfributable to:
Sharcholders of the Company
Non-controlling interests

Total comprehensive income attributable to:
Shareholders of the Company
Non-controlhng interests

FEaruings per share (in New Taiwan dollars, note 6(14)) :

Basic earnings per share
Diluted earnings per share

See accompanying notes to consolidated financial statements.

& B s

& 0

2014 2013
4.748.478 4,065,218
3,223.533 0,734,249
1.524.945 1,330,969

128801 175.872
117.816 105.807
156,637 140.505
503.254 422,184
1.021.601 908.785
37.820 41,188
52,225 64,378
(6.127) (9.810)
(604) :
33,314 93.747
1,105,005 1,004,332
140,103 136.340
...964 900 868,192
13,771 8.537
(268) 1,259
(46) 074
13.549 9,582
978,451 . 877774
959,324 859,686
5518 _8.506
964,902 868,192
972.873 869.268
5.578 8.506
978,45] 877774
725 669
688 617
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FLYTECH TECHNOLOGY COL, LTh. AND SUBSIDIARIES
Consclidated Statements of Cash Flows
For the vears ended December 31, 2014 and 2013

{in thousands of New Taiwan dollars)

2014 2013
Cash flows from operating activities:
income before income taxes $ 1,105,005 1,004,532
Adjustments for:
Depreciation 86.505 83,403
Arnortization 5152 £.933
Trapairment loss on accounts receivables 2352 765
Valuation loss on financial assets and Habilities at fair value through
profit or oss, net 4.179 1.904
Interest expense 6127 9.819
Fnferest income (32.544) (34.838)
Share of losses of associates 604 -
fmpairment loss on non-financial assets 10.047 -
Loss on disposal of investments - 2,433
Loss (gain) on disposal of property, plant and equipment {496} 835
Total non-cash profit and loss 81.92¢6 63,534
Changes in operating assets and habilities:
Notes and accounts receivable, net {277,895) (57.619)
Other receivables (2.871) {176)
Inventories ' (44,757) (40.153)
Prepavments and other current assets {464} {188)
Notes and accounts payable 51025 (91.737)
Other pavables 10,448 9.604
Other current liabibities (3.168) 7.560
Provisions 16.826 276
Accrued pension liabilities (36) (116)
Total changes in operating assets and liabilities {250.892) (172,540
Cash provided by operations 936,039 897507
Interest paid - (30)
Income taxes paid {137.271) {78.743)
Net cash provided by operating activities 798.768 818.734
(Continued)

See accompanying notes to consolidated financial statements.



FLYTECH TECHNOLOGY CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Cash Flows (Continued)

For the vears ended irecember 31, 2014 and 2013

(in thouvsands of New Tatwan dollars)

2014 2013
Cash flows from investing activities:
Proceeds from disposal of available-for-sale financial assets - 12,175
Capital injection t0 an associates {15.000) -
Additions to property, plant and equipment (including prepayments for
equipment) (37.318) (89,268)
Proceeds from disposal of property, plant and equipment 507 gl
Additions to intangihie assets (5.897) {(10.374)
Increase in other financial assets - (605.010)
Decrease in other financial assets 679,151 -
fnterest recelved 39,798 27,782
MNet cash provided by (used in) investing activities 661218 (664.814)
Cash flows from financing activities:
Decrease in short-term borrowings - (3,132)
Cash dividends (720.482) (364.407)
Proceeds from exercise of emplovee stock options 27.824 65,825
Cash dividends paid to non-controlling interests (3.735) -
Met cash vsed i financing activities (696.293) (301.714
¥ ffects of foreign exchange rate changes 13.030 7.708
Net increase (decrease) in cash and cash equivalents 776,733 {140.686)
Cash and cash equivalents af beginning of vear 1.617.777 1.757.863
Cash and cash eguivalents at end of year 3 2,394 300 — 1617777

See accompanying notes to consolidated financial statements.



FLYTECH TECHNOLOGY CO., LTD. AND SUBSIDIARIES
Meates to Consolidated Financial Statements

For the vears ended December 31, 2014 and 2613
{(amounts expressed in thousands of New Taiwan dollars
except for carnings per share information and unless otherwise noted)

i, Organization and business

Fiviech Technology Co.. Ltd. (the “Company™) was incorporated on August 13, 1984, as a company
limited by shares under the faws of the Republic of China ("R.0.C.7") and registered under the Ministry
of Economic Affairs, R.O.C. The address of the Company’s registered office is No. 168, Sing-Ai
Road. Nethu, Taipei, Taiwan. The Company and its subsidiaries (collectively the “Group™) are
engaged in the design and manufacture and sale of Book PCs, Net PCs, POS PCs, and IPCs.

2. Authorization of the consolidated financial statements

These consolidated financial statements were authorized for issuance by the Board of Directors on
March 13, 201 3.

3. New standards and interpretations not vet adopted

(1) International Financial Reporting Standards. International Accounting Standards, IFRIC
Interpretations and  SIC Interpretations {collectively “IFRSs™) endorsed by the Financial
Supervisory Commission of the R.O.C. (FSC) but not vet in effect

According to Ruling No. 1030010325 issued by the FSC on April 3, 2014, starting from 2013,
companies with shares bisted on the Taiwan Stock Exchange or traded on the Taipei Exchange or
Emerging Stock Market are required to prepare their financial statements in accordance with the
2013 IFRSs endorsed by the F5C (2013 Taiwan-IFRSs version). [FRS 9 Financial Instruments is
excluded from the 2013 Taiwan-IFRSs.

The new or amended standards and interpretations issued by the International Accounting
Standards Board (“IASB™) and endorsed by the FSC but not yet in effect are as follows:

Effective date per

New or amended standards and interpretations [IASH
» Amendments to WFRS | Limited Exemption from Comporative IFRS 7 July 1. 2010
Disclosures for First-time Adopiers
« Amendments to IFRS 1 Severe Hyperinflation and Removal of Fixed July 1, 2011
Dates for Firsi-time Adopters
+ Amendments to IFRS 1 Government Loars January 1. 2013
« Amendments to IFRS 7 Disclosure — Transfers of Financial Assets July 1, 2011
« Amendments to IFRS 7 Disclosure — Offsetting Financial Asscts and January 1, 2013

Financial Liabilities



P

FLYTECH TECHNOLOGY CO., LTH. AND SUBSEDIARIES

Motes to Consolidated Financial Statements

New or amended standards and interpretations

IFRS 10 Consolidated Financial Statements

IFRS 11 Juint Avrangements

TFRS 12 Disclosure of Interests in Other Entities

IFRS 13 Fair Value Meavurement

Amendments to TAS 1 Presentation of ltems of Other Comprehensive
Trcame

Amendments to TAS 12 Deferred Tax: Recovery of Underlying Assets
Amendments to TAS 19 (Revised 2011} Emplovee Benefits

Amendments to [AS 27 (Revised 2011) Separate Financial Statements
Amendments to TAS 32 Offsenting Financiol Assets and Financial
Liabilitics

[FRIC 20 Stripping Costs in the Production Phase of a Surface Mine

Effective date per
IASB

January 1, 2013
(investment entities
amendments to
IFRS {0, IFRS 12
and TAS 27)
effective January 1,
2014y
January 1, 2013
January 1, 2013
Januarv 1, 2013
July 1, 2012

Fanuary 1, 2012
January 1, 2013
Jamaary 1, 2013
January 1, 2014

January [, 2013

Except for the following items, the Group believed that the adoption of the aforementioned 2013

Taiwan-IFRSs will not have a significant impact on the Group’s consolidated financial statements.

A, Amendments 0 [AS 1 Presemation of Jems of Other Comprehensive Inconre

According to the amendments to IAS 1, the items of other comprehensive income will be grouped
into two categories: (a) items that will not be reclassified subsequently to profit or loss; and (b)
items that will be reclassified subsequently fo profit or loss when specific conditions are met. In
addition. income tax on items of other comprehensive income is alse required to be allocated on the
same basis.

IFRS 12 Disclosure of Interests in Other Enfities

IFRS 172 integrates the disclosure requirements stated in other standards with respect to an entity’s
interests in subsidiarics. joint arrangements. associates, and unconsolidated stroctured entities. The
Group will expand the disclosure relating to the consolidated entities and associates in accordance
with the standard.

iFRS 13 Fair Value Measurement

IFRS 13 defines fair valve and establishes a framework for measuring fair value and requires
disclosures on fair value measurement. Based on the Group’s assessment. the adoption of IFRS 13
will not have significant impact on the consolidated financial position and results of operations,
The Group will expand the disclosure relating to fair vahie measurement in accordance with the
standard.

{Continued)



3
FLYTECH TECHNOLOGY CO., LTD. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

(2) Impact of IFRS issued by the IASB but not yet endorsed by the FSC
Below is a summary of TFRS issued by the TASB but not yet endorsed by the FSC.

Effective date per

New or amended standards and interpretations

IFRS 9 Financial Instruments

Amendments to IFRS 10 and 1AS 28 Sale or Comribution of Assets
between cn Investor and ity Associate or Joint Venture

Amendments 1o IFRST0, IFRS12 and TAS 28 Investment Entities:
Applving the Consolidation Exception

Amendments to [FRS 11 Accounting for Acguisitions of Interests in
Joint Operations

1FRS 14 Regulatory Deferral Accounts

IFRS 15 Revenue from Coniracis with Customers

Amendments 10 1AS] Disclosure Initiniive

Amendments to TAS 16 and TAS 38 Clarification of Acceptable Methods
of Depreciation and Amoriization

Amendments to TAS 16 and TAS 41 Bearer Planis

Amendments to IAS 19 Defined Benefit Plans: Emplovee Contributions
Amendments to TAS 27 Eguity Merthod in Separate Financial Statements
Amendments to 1AS 36 Recoverable Amount Disclosures for Non-
Financial Assets

Amendments {0 1AS 39 Novarion of Derivatives and Comtinuation of
Hedge Accounting

IFRIC 21 Levies

EASB

Fanuary 1. 2018

January 1, 2016
January 1, 2016
Fanuary 1, 2016

January 1, 2016
January 1, 2617
January 1, 2016
January 1, 2016

January 1. 2016
July 1, 2014
January 1, 2016
January 1, 2014

January 1. 2014

January 1, 2014

The Group continues to evaluate the impact on the consolidated financial position and the results of
operations as a result of the adoption of the above standards or interpretations. The related impact will
be disclosed when the Group completes the assessments.

{Continned)



4
FIYTECH TECHNOLOGY CO., LTD. AND SUBSIDIARIES

Notes to Conselidated Financial Statements

4. Summary of significant accounting policies

The significant accounting policies presented in the financial statements are summarized as follows and have
been applied consistently to all periods presented in these hinancial statements.

The consolidated financial statements are the English translation of the original Chinese version prepared and
used in the R.O.C. If there is any conflict between, or any difference in the interpretation of, the English and
Chinese langoage financial statements, the Chinese langnage consolidated financial statements shall prevail.

(1y Statement of compliance

The Group’s accompanying consolidated financial statements have been prepared in accordance with
the Regulations Governing the Preparation of Financial Reports by Securities {ssuers (the “Regulations™)
and the 1FRSs, 1ASs, IFRIC Interpretations, and SIC Interpretations endorsed by the FSC (collectively
“Taiwan-1FRSs™).

(2} Basis of preparation
{a) Basis of measurement

The accompanying consolidated financial statements have been prepared on a historical cost basis
except for the following items in the balance sheets:

. Financial instruments measared at fair value through profit or loss (including derivative
financial instruments);

ii. Available-for-sale financial assets measured at fair value:

iii. Accrued pension Habilities recognized as the present value of the benefit obligation less the fair
value of plan assets.

(b) Functional and presentation currency

The functional currency of each individual consolidated entity is determined based on the primary
economic environment in which the entity operates. The Group’s consohdated financial statements
are presented in New Taiwan dollars, which is the Company’s functional currency. Except when
otherwise mdicated. all financial information presented in New Taiwan dollars has been rounded to
the nearest thousand.

(3) Basis of consolidation
(a) Basis of preparation of consolidated financial statements
The accompanying consolidated financial statements include the financial statements of the
Company and its controlled entities {the subsidiaries). Control 1s achieved where the Company has

the power to govern the financial and operating policies of an entity in order to obtain benefits from
its activities.

(Continued)
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FLYTECH TECHNOLOGY CO., LTB. AND SUBSIDIARIES
Motes to Consolidated Financial Statements
The financial statements of the subsidiaries are included in the consolidaied financial statements
from the date that control commences until the date that control ceases. Profits and losses
attributable to the non-controlling interests in a subsidiary are allocated fo the non-controlling

interests even if this results in the non-controlling interests having a deficit balance.

Intra-group balances and fransactions. and any unrealized profit and loss arising from intra-group
transactions are eliminated in preparing the consolidated financial statements.

Changes in the Group’s ownership interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions.

When necessary, financial statements of subsidiaries are adjusted to align their accounting policies
with those adopted by the Company.

(b} List of subsidiaries in the consolidated financial statements
The subsidiaries included in the consolidated financial statements:

Percentage of Ownership

Name of Main Business and
Investor - Name of investee Products 2014.12.31  2013.12.31

The Company  Flvtech USA International Co., Ltd. Investment and 100.00 100.00
(“Fiviech USA BV British Virgin hotding activity
Islands)

The Company  Flytech fP International Co.. Investment and 100.00 100.00
LU {7 Flvtech 1P BV, British Virgin holding activity
[stands)

The Company  Flylech HK International Co.. Lid. Investment and 160.00 100.00
¢ Flvtech HK BV . British Virgin hoiding activity
[slands)

The Company  Flvtech CN International Co.. Lidh Investrent and 160.00 100.00
(“Flivtech CN BYI™. British Virgin holding activity
[slands)

The Company  Flyeom Investment Co.. Lid. {"TFlycom Investment and 160,00 100.00
Pnvestment™, Talwan) holding activity

Fiviech USA Flvtech Technology (U.5.AL) Inc. Sale of computers and 100.00 100.00

BVI (“Flvtech USAT LLE.A) peripheral equipments

Fiyech HK Flvtech Technology Hong Kong Lid. Sale of compurers and 100.00 1G0.00

3] (“Flvetch HET, Hong Kong) peripheral equipments

Flytech CN Fivieeh Technology (Shanghai) Co., Ltd.  Sale of computers and 16080 160,60

BV ("Flytech CN7, China} peripheral equipments

Flycom OTEK Systermn Co., Ltd. ("OTEK Sale of computers and 68.58 68.88

investrnent System™. Tatwan) peripheral equipments

(c) List of subsidiaries which are not included in the consolidated financial statements: None.

{Continued)
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FLYTECH TECHNOLOGY CO,, LTD. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Foreign currency
(a) Foreign currency transactions

Foreign currency transactions are {ranslated into the functional currency vsing the exchange rates
prevailing at the dates of the transactions. Foreign exchange gaing and losses resulting from the
settlement of such transactions and from the trapslation at exchanges rates at the end of the period
(the reporting date} of monetary assets and liabilities denominated in foreign currencies are
recognized in profit or loss.

Non-monetary assets and liabilities denominated in forcign currencies that are measured at fair
value are retranslated at the exchange rate prevailing at the date when the fair value is determined.
Exchange differences arising on the translation of non-monetary items are recognized in profit or
logs, except for exchange differences arising on the retranslation of non-monetary items in respect
of which gains and losses are recognized directly i other comprehensive income, in which case. the
exchange differences are also recognized directly in other comprehensive income. Non-monetary
items denominated in a foreign currency that are measured at historical cost are not retransiated.

{(b) Foreign operations

The assets and liabilities of foreign operations. including goodwill and fair value adjustments
ariging from acquisitions, are translated mto New Taiwan dollars at the exchange rates at the
reporting date. The income and expenses of foreign operations, excluding foreign operations in
hyperinflationary economies, are transfated tnto New Taiwan dollars at the average exchange rates
for the period. All resulting exchange differences are recognized in other comprehensive income.

Classification of current and non-current assets and habilities

An asset is classified as current when one of following criteria is met; all other assets are classified as
non-current agsets.

{a) It is expected to be realized. or sold or consumed in the normal operating cycle;

(b} K is held primarily for the purpose of trading;

(c) It is expected to be realized within twelve months after the reporting date: or

(d) The asset is cash or a cash equivalent unless the asset is restricted from being exchanged or used to
settle a liability for at least twelve months after the reporting period.

A liability is classified as current when one of foliowing criteria is met; all other Habilities are classified
as non-current labilities:

(a) It isexpected to be settled in the normal operating cycle;

(b} It is held primarily for the purpose of trading:
(¢) ks due to be settled within twelve months afier the reporting date; or

{Continued)



(6)

(7)

FLYTECH TECHNOLOGY CO., LTD. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

(d) The entity does not have an unconditional right to defer settiement of the Liability for at least twelve
months after the reporting period. Terms of a liability that could. at the option of the counterparty,
result in its settlement by the issue of equity instruments do not affect its classification.

Cash and cash equivalents

Cash and cash equivalents consist of cash on band, cash in banks, and short-term and highly liquid
investments that are readily convertible to known amounts of cash and are subject to an insignificant
risk of changes in vaine. Time deposits that meet the aforesaid criteria and are not held for investing
purposes are also classified as cash equivalents.

Financial instruments

Financial assets and financial liabilities are initially recognized when the Group becomes a party to the
contractual provisions of the instruments.

{a) Financial assets

Financial assets are classified into the following categories: financial assets at fair value through
profit or loss, foans and receivables. and available-for-sale financial assets. Regular way purchases
or sales of financial assets are recognized or derecognized based on the trade date, the date on
which the Group commits to purchase or sell the assets.

i. Financial assets at fair value through profit or loss

Financial assets at fair vaiue through profit or loss consist of financial assets held for trading
and those designated as at faw value through profit or loss at inception. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short term,
Derivatives are also categorized as Tinancial assets at fair value through profit or loss unless
they are designated as hedges.

At initial recognition. financial assets carried at faie value through profit or losses are
recognized at fair value. Any attributable transaction costs are recognized in profit or loss as
incurred.  Subsequent to the initial recognition. changes in fair value (inchuding dividend
income and interest income) are recognized in profit or loss and included in the non-operating
income and loss of the consolidated statement of comprehensive income.

ii. L.oans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an gctive market. Loans and receivables comprise accounts receivables,
other receivables, and investment in debt security with no active market. At inttial recognition,
such assets are recognized at fair value plus any directly atiributable transaction costs.
Subsequent to initial recognition. loans and receivables other than insignificant interest on
short-term receivables are measured at amortized cost using the effective interest method less
any impairment losses.

(Continued)
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Available-for sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as
avallable-for-sale or are not classified in anv of the other categories of financial assefs. At initial
recognition. available-for-sale financial assets are recognized at fair value plus any directly
atiributable transaction cost. Subsequent to initial recognition, these assets are measured at fair
value, and changes therein, other than impairment losses. interest income calculated wsing the
effective interest method. dividend income, and foreign currency differences on monetary
financial assets, are recognized m other comprehensive income and presented in “unrealized
gain/loss from available-for-sale financial assets™ in equity. When the financial asset is
derecognized. the gain or loss previously accumulated in equity s reclassified to profit or loss.

Investments in equity instruments that do not have a quoted market price in an active market
and whose fair value cannot be rehiably measured are measured at cost less wopairment loss and
are reported as financial assets measured at cost.

Dividends received from equity investments are recognized as non-operating income on the
date of entitlement to receive dividends (usually the ex-dividend date).

Impairment of financial assets

Financial assets. other than those carried at fair value through profit or loss, are assessed for
impairment at the end of each reporting period. Those linancial assets are considered to be
impaired when there s objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial assets, their estimated future cash flows have been
negatively impacted.

Evidence of impairment may include indications that the debtor is experiencing significant
financial difficulty. default or delinquency in interest or principal payments. indications that the
debtor or issuer wifl probably enter bankruptey or other financial reorganization, and the
disappearance of an active market for that financial asset because of financial difficulties. For
availabie-for-sale equity investments, a significani or prolonged decline in the fair value of the
security below its cost 1s also evidence that the assets are impaired.

If the Group determines that no objective cvidence of tmpabrment exists for an individually
assessed financial asset. whether significant or not. such asset is included in a group of financial
assets with similar credit risk characteristics which are then collectively assessed for
mapairment.  Objective evidence that receivables are impaired includes the Group™s collection
experience in the past, an increase in delaved payments, and national or local economic
conditions that correlaic with overdue receivables,

An impairment loss is recognized by reducing the carrving amount of the respective financial
assets with the exception of receivables, where the carrving amount s reduced through an
allowance account. Changes in the amount of the allowance account are recognized i profit or
loss.

(Continued)
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An impairment loss in respect of a financial asset measured at amortized cost is measured as the
excess of the asset’s carrving amount over the present value of the estimated future cash flows
discounted at the financial asset’s original effective interest rate. . i a subsequent period. the
amount of the impairment loss decreases and the decrease can be refated objectively to an event
occurrmg after the impairment was recognized, the previously recognized nepatrment ltoss is
reversed to the extent that the carrying amount of the financial assets at the date the impairment
loss is reversed does not exceed what the amortized cost would have been had the impairment
loss not been recognized.

When an impairmend foss 1s recognized for an available-for-sale agset, the cumulative gams or
loss that had been recognized in other comprehensive income is reclassified from equity o
profit or loss. Any subsequent recovery in the fair value of an impaired available-for-sale equity
security is recognized in other comprehensive income, and accwrnulated in other equity. Iif. in a
subsequent peried. the fair value of an impaired available-for-sale debt security increases and
the increase can be related objectively to an eveat oceurring afier the impairment loss was
recognized, then the impairment loss is reversed, with the amount of the reversal recognized in
profit or loss.

An impairment loss in respect of a financial asset measured at cost is measured as the excess of
the asset’s carrving amount over the present value of the estimated future cash flows discounted
at the current market rate of return for a similar financial asset. A subsequent reversal of the
impairment loss is prohibited.

The impairment loss and the reversal eain for accounts receivable are recognized as
administrative expenses, and as non-operating income and loss for financial assets other than
accounts recelvable.

Derecognition of financial assets

Financial assets are derecognized when the contractual rights of the cash inflow from the asset
are terminated, or when the Group transfers out substantially all the risks and rewards of
ownership of the financial assets to other enterprises.

On derecognition of a financial asset in its entirety, the difference between the carrving amount
and the sum of the consideration recetved or receivable and any cumulative gain or ioss that had
been recognized n other comprehensive income and accumuliated in other equity - unrealized
gains or losses from available-for-sale financial assets is recognized in profit or loss, and
inciuded in the non-operating income and loss of the consolidated statement of comprehensive
income.

(Continned)
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On derecognition of part of a financial asset, the previous carrying amount of the financial asset
shall be allocated between the part that continues 10 be recognized and the part that is
derecognized, on the basis of relative fair values of those paris on the date of transfer. The
difference between the carrving amount allocated to the part derecognized and the sum of the
consideration received or receivable for the part of the financial asset derecognized and the
cumulative gain or loss that had been recognized in other comprehensive income allocated to
the part derecognized is charged to profit or loss. A cumulative gain or loss that had been
recognized in other comprehensive income 15 allocated between the part that continues to be
recognized and the part that is derecognized, based on the relative fair values of those parts.

(b) Financial liabilittes and equity instruments

it.

Classtheation of debt or equity

Debt or equity instruments issued by the Group are classified as financial Liabilities or equity in
accordance with the substance of the contractual agreement. An equity instrument is any
contract that evidences a residual interest in the assets of the Group after deducting ali of its
Habilities. Equity instruments are recognized at the amount of consideration received less the
direct issuing cost,

Compound financial instruments issued by the Group. to which the bondholders were granted
an option to convert a fixed amount of bonds into a fixed number of common shares.

The liability component of a compound financial wstrument is recognized initially af the fair
value of a similar liability that does not have an equity conversion option. The equity
component is recognized imtally at the difference between the fair value of the compound
financial nstrument as a whole and the fair value of the liabibty component. Any transaction
cost directly attributable to the issvance of the bonds are allocated to the liability and equity
components in proportion to their initial carrying amounts.

Subsequent to imitial recogmtion. bonds payable is measured at amortized cost using the
effective interest method, and the redemption options and conversion of the embedded bonds
pavable are measured at fair value. The equify component is not re-measured subsequent to
initial recognition.  Interest and gain or loss refated to the financial Hability 1s recognized in
profit or loss.

On conversion, the financial Hability is reclassitied to equity, and no gain or loss is recognized.
Financial liabitities at fair value through profit or loss

A financial hability is classified in this category if it is classified as held-for-trading or is
designated as a financial liability at fair value through profit or loss on initial recognition. A
financial Hability is classified as held for trading it it is acquired principally for the purpose of

setiing or repurchasing in the short term. Derivatives are also categorized as financial labilities
at fair value through profit or Joss unless they are designated as hedges.

{Continued)
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At initial recognition, this type of financial hability is recognized at fair value and any
attributable transaction costs are recognized in profit or loss as incurred. Subsequent to initial
recognition. the {inancial liabilities are measured at fair value, and changes therein. which take
into account any interest expense, are recognized in profit or less and included in the non-
operating income and loss of the consolidated statement of comprehensive income.

Other financial Habilities

Financial liabilities not classified as beld for trading or not designated as at fair value through
profit or loss, which comprise loans and borrowings. accounts pavable, and other payables, are
measured at fair value plus any directly attributable transaction cost at initial recognition.
Subsequent to mutial recognition, these financial liabilities are measured at amortized cost using
the effective imerest method.

Derecogmtion of financial labilities

The Group derecognizes a {inancial liability when ifs contractual obligation has been fulfilled
or cancelied. or has expired. The difference between the carrying amount of a financial liability
derecognized and the consideration paid (including any non-cash assets transferred or liabilities
assumed}) 15 recognized in profit or loss.

Offsetting of financial assets and liabilities
Financial assets and liabilities are presented on a net basis only when the Group has the legaily

enforceable right to offset and niends to settle such financial assets and liabilities on a net basis
or to realize the assets and settle the habiliies ssmubtancousiy,

(¢ Derivative financial instruments

Derivative financial instruments are held to hedge the Group's foreign currency exposures.
Derivatives are recogmized nitially at fair value. and attributable transaction costs are recognized
profit or foss as incurred. Subsequent to imial recognition, derivatives are measured at fair value,

and changes therein are recognized in profit or loss. and ncluded in non-operating income and loss.
1f the valuation of a derivative instrument results in a positive fair value, it is classified as a

financial asset; otherwise, it is classified as a financial Hability.

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
calculated based on the weighted-average method and includes expenditure incurred i acquiring the
invenfories, production or conversion costs, and other cost incurred in bringing them to the location and
condition ready for sale. In the case of manufactured mventories and work in progress, cost includes an
appropriate share of production overheads based on normal operating capacity. Net realizable value
represents the estimated selling price in the ordipary course of business, less the estimated costs of
completion and selling expenses.

(Continued)
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Investment in associates

Associates are those entities in which the Group has significant influence. but not control, over the
financial and operating policies. Significant influence s presumed to exist when the Group holds
between 20% and 30% of the voting power of another entiy.

Investments in assoctates are accounted for using the equity method and are recognized initially at cost
plus any transaction costs. The carrving amount of the investment in associates includes goodwill
identified on acquisition, net of any accumulated impairment Josses. Such impairment Joss is not
allocated to goodwill or other assets but reduces the carrving amount of the investments,

The Group’s share of its associates” post-acquisition profits or losses is recognized in profit or loss, and
its share of post-acquisition movements in other comprehensive income is recognized as other
comprehensive income with a corresponding adjustment to the carrying amount of the investment.
When the Group’s share of losses in an associate equals or exceeds is interest in the associate,
additional losses are provided for, and a liability is recognized, only to the extent that the Group has
incurred legal or constructive obligations or made payments on behalf of the associate.

Unrealized profits resulting from transactions between the Group and an associate are eliminated to the
extent of the Group’s interest in the associate. Unrealized losses on transactions with associates are
climinated in the same way. except to the extent that the underlying asset is impaired.

Adjustments are made to associates’ financial statements to conform to the accounting polices applied
by the Group.

(10) Property. plant and equipment

{a) Recognition and measurement

Property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses. Cost includes expenditure that 1s directly attributed to the acquisition of the asset
and bringing the asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. the initial estimate of the costs of dismantiing and removing the
asset and restoring the site on which it 15 located, and any borrowing cost that is eligible for
capitalization. Purchased software that is integral to the functionality of the related equipment is
capitalized as part of that equipment.

The gain or foss artsing from the disposal of an item of property. plant and equipment is determined

as the difference between the net disposal proceeds, if any. and the carrying amount of the item, and
is recognized in other gains and losses.

{Continued)
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(b} Subsequent costs

Subseguent costs are capitalized only when it is probable that future economic benefits associated
with the costs will flow to the Group and the cost of the item can be measured reliably. The carrving
amount of a replaced part is derecognized n profit or loss. All other repairs and maintenance are
charged to expense as incurred,

(¢) Depreciation

Depreciation is provided for property. plant and equipment over the estimated useful Hives using ihe
straight-line method.  When an item of property. plant and equipment comprises significant
individual components for which different depreciation methods or useful lives are appropriate, each
component is depreciated separately. Land 13 not depreciated. The depreciation is recognized in
profit or loss,

The estimated useful Tives for property, plant and equipment are as follows: machinery and
equipment: 3 to 12 vears; transportation equipment: 5 years: mold equipment: 2 to 5 years: office
and other equipment: 2 to 15 years: buildings—main structure: 50 years; mechanical & electrical
power equipment: 20 years; and air-condiiioning system: 10 years.

Depreciation methods, useful lives, and residual values are reviewed at each financial year-end,
with the effect of any changes in estimate accounted for on a prospective basis.

(11) Leases
Leases are classified as finance leases when the Group assumes substantially all of the risks and rewards
of ownership of the leased assets. All other leases are classified as operating leases and are not
recognized i the Group’s balance sheets.
Payments made under operating lease (excluding insurance and maintenance expenses) are charged 1o
expense over the lease term on a siraight-line basis. Contingent rents are recognized as expense in the
period when the lease adjustments are confirmed.

(12) Intangible assets
Intangible assets represent acquired software and are carried at cost less accumulated amortization and
accumulated impairment losses, Amortization 15 recognized n profit or loss using the straight-line

method over the estimated useful lives of 3 10 5 vears.

The residual value. amortization period. and amortization method are reviewed at least at each financial
year-cnd and. with the effect of anv changes in estimate accounted for on a prospective basis.

{Continued)
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(13) Impairment of non-financial assets
(a) Goodwill

For the purpose of impairment testing. goodwill arising from a business combination 1s allocated to
each of the Group’s cash-generating units (CGUs) that are expected to benefit from the synergies of
the combination. The CGUs with goodwil] are tested annually (or when there are indications that a
CGU may have been impaired) for impairment.  When the recoverable amount of a CGU is less
than the carrving amount of the CGU, the impairment loss is recognized firstly by reducing the
carrying amount of any goodwill allocated to the CGU and then proportionately allocated to the
other assets of the CGLl on the basis of the carrving amount of each asset in the CGU. Any
impatrment loss s recognized mamediately in profit or loss. A subsequent reversal of the
impairment loss on geoodwill is prohibited.

(b) Other fangible and imtangible assets

MNon-financial assets other than inventorics, deferred income tax assets, and assets arising from
emplovee benefits are reviewed for impairment at each reporting date to determine whether there is
any indication of impairment. When there exists an indication of impatrment for an asset, the
recoverable amount of the asset 13 estimated. If the recoverable amount of an individual asset cannot
be determined. the Group estimates the recoverable amount of the CGU to which the asset has been
allocated.

The recoverable amount for an individual asset or a CGU is the higher of its fair value less ¢osts to
sell or its value in use. When the recoverable amount of an asset or a CGU is less than its carrying
amount, the carrying amount of the asset or CGU is reduced 1o its recoverable amount and an
impairment loss s recognized in the profit or loss immediatelv.  The Group assesses at each
reporting date whether there 15 any evidence that an impairment foss recognized in prior periods for
an asset other than goodwill may no longer exist or may have decreased. If so, an impairment [oss
recognized in prior periods for an asset other than goodwill is reversed. and the carrving amount of
the asset or CGU 15 increased to ns revised estimate of recoverable amount, The increased carrying
amouni shall not exceed the carrving amount (net of amortization of depreciation} that would have
been determined had no unpairment loss been recognized in prior years.

(14) Provisions
Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a
past event, it 15 probable that the Group will be required to settle the obligation. and a refiable esumate
can be made of the amount of the obligation.
A provision for warranties is recognized when the underlving products or services are sold., This

provision reflects the historical warranty claim rate and the weighting of all possible outcomes against
their associated probabiities.

{Continuged)
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(15) Revenue recognition

Revenue from the sale of goods or services is measured at the fair value of consideration received or
receivable, net of returns, rebates and other similar discounts.

(a)

(b)

(c)

Sale of goods

Revenue from the sale of goods is recognized when all the following conditions have been satisfied:
{a) the significant risks and rewards of ownership of the goods have been transferred to the buver:
{b} the Group retams neither continuing managenal involvement to the degree usually associated
with ownership nor effective control over the goods sold: (¢) the amount of revenue can be
measured reliably; (d) it is probable that the economic benefits associated with the {ransaction will
flow 1o the Group: and (e) the cost incurred or to be incurred in respect of the transaction can be
measured reliably.

The timing of the transfers of risks and rewards varies depending on the individual terms of the
sales agreement.

Services

Revenue from services rendered is recognized by reference to the stage of completion at the
reporting date.

Interest income and dividend income
Dividend income from investinents is recognized when the shareholder’s right to receive payment
has been established. provided that it ts probable that the economic benefits will flow to the Group

and the amount of income can be measured rehiably.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the
effective interest rate applicable.

(16) Employee benefits

(2)

(b)

Defined contribution plans

Obligations for contributions to defined contribution pension plans are expensed during the year in
which emplovees render services.

Defined benefit plans

The lability recognized in respect of defined benefit pension plans is the present value of the
defined benefit obligation at the reporting date, less the fair value of plan assets. The discount rate
for calculating the present value of the defined benefit obligation refers to the nterest rate of
government bonds that are denominated in the currency in which the benefits will be paid, and that
have terms 1o maturity approximating the term of the related pension liability.

(Continued)
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When the defined benefit obligation calculation results in a benefit 1o the Group. the asset is
recognized but is limited to the otal amount of any unrecognized past service costs and the present
value of economic benefits available in the form of refunds from the plan or reduction in future
contributions to the plan. The defined benefit obligation is calculated annually by independent
actuaries using the projected umit credit method.

The Group recognizes all actuarial gains and losses ansing from defined benefit plans in other
comprehensive income and recognizes them immediately in retained earnings.

The Group recognizes gams or losses on the curtatlment or settlement of a defined benefit plan
when the curtailment or sertlement occurs. The gain or loss on curtailment or settlement comprises
any resulting change in the fair value of plan assets, any change in the present value of the defined
benefit obligation. and anv related actuarial gains or losses and past service cost that had not
previously been recognized.

(¢} Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
during the period in which emplovees render services. A Hability is recognized for the amount
expecied o be paid under short-term cash bonus or profit-sharing plans if the Group has a present
legal or constructive obligation to make such payments as a result of past service provided by the
employees, and the obligation can be estimated reliably.

(17} Share-based pavment

Share-based pavment awards granted to emplovees are measured at fair value at the date of grant. The
fair value determined at the grant date is expensed over the period that the emplovees become
unconditionally entitled to the awards, with a corresponding increase in equity. The compensation cost
is adjusted to reflect the number of awards given to emplovees for which the performance and non-
market conditions are expected to be met, such that the amount ultimately recognized shall be based on
the number of equity instruments that eventually vested.

For share-based payment awards vested or settled prior to January 1. 2012, the Group elected not to
adjust the compensation cost retrospectively in accordance with the accounting policy mentioned above.
instead, the Group recognizes the compensation cost in accordance with the “Regulations Governing the
Preparation of Financial Reports by Security fssuers™ issued by the FSC on January 10, 1999, and the
financial accounting standards and interpretations issued by the Accounting Research and Development
Foundation (hereinafter referved to collectively as the “previous GAAP™).

(Continued)
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Income Taxes

Income tax expenses include both current taxes and deferred taxes. Current and deferred taxes are
recognized in proft or loss unless they relate 1o business combinations or items recognized directly m
equity or other comprehensive mcome.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the reporting date. and any adjustment to fax payable in
respect of previous years.

Deferred income taxes are recognized in respect of temporary differences between the carrying amounts
of assets and Habilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred taxes are not recognized for:

(a) Temporary differences on the initial recognition of assets or liabilities in a transaction that is not a
business combination and that affects neither accounting nor taxable profit or loss;

(b) Temporary differences arising from investments in subsidiaries to the extent that the Group is able
to control the timing of the reversal of the temporary difference, and it is probable that the
differences witl not reverse in the foreseeable Tuture: and

{¢) Temporary differences arising from initial recognition of goodwill.

Deferred tax is measured based on the expected manner of realization or settiement of the carrying
amount of the assets and liabilities. using tax rates enacted or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset when where is legally enforceable right to offset current tax
assets against current tax Labilities and when the deferred tax assets and liabilities relate to income taxes
fevied by the same tax authority on either the same taxable entity or different taxable entities where

there is an intention o settle the balances on a net basis,

Deferred tax assets are recognized for unused tax losses, tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they
can be utilized. Deferred tax assets are reviewed at each reporting date and reduced to the cxtent that it
is no longer probabie that the related tax benefit will be realized.

Earnings per share ("EPST)

The basic and diluted FEPS attributable to stockholders of the Company are disclosed in the consolidated
financial statements. Basic EPS s calculated by dividing net meome attributable to stockholders of the
Company by the weighted-average number of common shares outstanding during the wear. In
caleulating diluted EPS. the net income attributable 1o stockhoiders of the Company and weighted-
average number of common shares outstanding during the year are adjusted for the effects of dilutive
potential common shares. The Group’s dilutive potential common shares include convertible bonds,
stock options, and profit sharing to employees to be settled in the form of common stock and to be
approved by the shareholders in the following year.

(Continued)
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(20) Operating segments

An operating segment is a component of the Group that engages in business activities from which it
may earn revenues and incur expenses (ncluding revenues and expenses relating 1o transactions with
other components of the Group). Operating results of the operating segment are regularly reviewed by
the Group’s chief operating decision maker to make decisions on the allocation of resources to the
segment and assess its performance for which discrete financial information is available,

Critical accounting jundoments and kev sources of estimation and uncertainty

The preparation of the consolidated financial statements m conformity with Taiwan-IFRSs requires the
management to make judgments, estimates and assumptions that affect the application of the accounting
policies and the reported amount of assets, liabilies. mcome and expenses. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting
estimates are recognized in the penod in which the estimates are revised and in the future periods affected.
There is not any information about critical judgments in applyving accounting policies that have the most

significant effect on the amounts recognized in the consolidated financial statements.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment within the next financial year is as follows:

Valuation of inventory

Inventories are stafed at the lower of cost or net realizable value, and the Group uses judgment and cstimates
to determine the net realizable value of inventory at each reporting date.

Due to the rapid technological changes, the Group estimates the net realizable value of inventory based on
obsolescence and unmarketable items at the reporting date and then writes down the cost of inventories to net
realizable value. The net realizable value of the inventory is mainly determined based on assumptions of
future demand within a specific time horizon, which could result in significant adjustments.

Significant account disclosures

(1) Cash and cash equivalents

Becember 31, December 31,

2614 2613
Cash on hand $ 1.264 3.786
Demand deposits and checking accounts 1.575.876 847,505
Time deposits with original maturities less than 3 months 817.360 766.486

§ _2.504.506 1617777
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As of December 31, 2014 and 2013. the time deposits with original maturitics of more than three
months amounted to $146,341, and $797,267, respectively, which were classified as other financial
assets—current.

Financial assets and liabilities at fair value through profit or loss

December 31, December 31,

2014 2613

Financial assets at fair value through profit or loss —current:

Financial assets held-for-trading - Forward foreign exchange

contracts b - 180
Financial assets at fair value through profit or loss —non-current:

Redemption options of convertible bonds (note 6(7)) $ - 225
Financial habilities at fair value through profit or loss — current:

Financial liabilities held-for-trading — Forward foreign exchange

contracts $ 5929 2155

The Group entered into derivative confracts to manage foreign currency exchange risk resulting from its
operating activities. The derivative financial instruments that did not conform to the criteria for hedge
accounting were classified as financial assets and liabiitties at fair value through profit or loss.

At each reporting date, the outstanding forward foreign exchange contracts consisted of the following:

December 31, 2014
Confract amount
(USD in thousands) Buy/Sell Maturity period
S 2.006 USD/NTD 2015/1/2~2015/3/20
December 31, 2013
Coptract amonnt
(USD in thousands) Buy/Seill Maturity period
59,000 USDYNTD 2014/1/10~2014/3/10

(Continued)
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{3) Notes and accounts receivable, and other receivables

December 31, December 31,
2014 2013
Notes receivable $ 10,208 12,261
Accounts receivable 1,040,764 762,974
[.ess: allowance for doubtful receivables (10,152 {9.938)
1,040.820 765,277
Others receivables 4.539 8.917
$ 1045350 el ] 2,194
{a) Movements of the allowance for doubtful receivables were as follows:
Individeally Collectively
assessed assessed
impairment impairment Total
Balance at January 1, 2014 3 2,158 7.800 9.958
Provision for impairment loss - 2.352 2352
Write-off (2.158) (2.138)
Balance at December 31, 2014 5 - 10.152 19.152
Individually Collectively
assessed assessed
impairment impairment Total
Balance at January 1, 2013 $ 2,102 7.091 9,193
Provision for impairment loss 56 709 7635
Balance at December 31, 2013 $ 2158 7,800 9.958
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(b) The aging analysis of notes and accounts receivable that are overdue but not impaired is as follows:

December 31, December 31,

2014 2013
Past due 0-30 days $ 241,238 213,727
Past due 31-120 days 42,324 42,673

$ 285.562 A

The allowance for doubtful receivables is assessed by referring to the collectability of receivables
based on historical payment behavior and an analysis of specific customer credit quality. Notes and
accounts receivable that are past due but for which the Group has not recognized a specific
allowance for doubtful receivables after the assessment are still considered recoverabie.

(4y Inventories

December 31, Pecember 31,

2014 2013
Raw materials ) 273813 232.475
Work in process 149821 138.882
Finished goods 46.232 38563
Merchandise 627 i4.814
$ 470.493 425736

For the vears ended December 31, 2014 and 2013, the write-downs of inventories 1o net realizable value
amounted to $4,413 and $1.163, respectively. and were included in cost of revenue,

As of December 31, 2014 and 2013, the inventories were not pledged as collateral.
(5) Investiments in associates

{a) Associates:

Pecember 31, 2014 December 31, 2013
Percentage of  Carrying  Percentage of  Carrving
Mame of Associgtes owaership amount ownership amount
NeoVideo Technology Corp. (*NeoVideo™) 2727% 8§ 34 - -

(Continued)
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{b) For the years ended December 31, 2014 and 2013, the Group’s shares of losses of associates are as
follows:

2014 2013

Share of losses of associates $ {6id) =

In October 2014, the Group invested $15.000 in NeoVideo and acquired 1,500 shares of its common
stock. In 2014, as the goodwill arising from the investment was impaired. the Group recognized
impairment loss of $10,047 in the non-operating income and loss. Refer to note 6(16).

(¢) Summarized financial information on investments in associates is as follows (before being adjusted
to the Group’s proportionate share):

December 31, December 31,

2G14 2013
Total assets 5 31,131 -
Total liabilitics $ 15,186 -

2014 2013
Revenue $ o S7.288 ———
Net loss $ (1.921) -

The Group did not share any contingent liabilities of NeoVideo jomily with other investors, neither
did the Group have any contingent liabilities that arised from bemg liable for all or part of the
Hahilities of the associate.

As of December 31, 2014 and 2013, the investments in associates were not pledged as collateral.

(6) Property, plant and equipment

The movements of cost and accumulated depreciation of the property, plant and equipment were as

follows:
Furniture and
Land Buildings Machinery  Mold equipment fixtures Other equipment Total
Cuost
Batance & faneary 1, 2014 5 319,138 634,685 288 4936 249 312 46,248 EERP 1,566 310
Addiions - - o 16,109 161 Y 17,900
Reclassification from prepayment - - - 1434 - 250 16454
[Hsposats - - - 1217y (3,058} 14.613) (7.BEEY
Effeot of exchange rate changes - st 37 364 234 110
Balance st Decernber 31, 2004 § 319,238 635939 ARG T3S 270605 44,188 25,892 1,594,564
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Furpniture and

Eand Buildings Machinery  Mold equipment {ixtares Other equipment Total
Balance at Tmuary 1, 2013 § 319238 633,207 276,601 186,883 40 886 1,480,680
Addinons - - 14209 EREN] 35045
Raclassification from prepayment - - 335 D456 5
[rsposals - : (e
Edfect of exchange rate changes - Ldlé 34 - 73 a8
Balamce 21 Decernber 51, 2003 § __319.238 34683 285934 249812 48248 116N
Dieprecianon
Balance af Japuary 1, 2014 b - TE 268 103 468 143 576 2iA00 19,163
Depreciation - 14.013 14471 ALAT1 4,636 ERIIE]
Dispasats - - {217) (3,047 {3613}
Effect of exchange rate changes 31 33 . aal 318
PBalance at December 31,2000 § ___ » 9 855 H6,830 24,219 N 1 1%
Balance at January 1, 2015 $ - 61130 [IERRN] 17678 17.667
Depreciation - 14504 3, 463 487G ) )
Dispoesals - (304} {760y (3,203
Effect of exchange sate changes - 637 . _ O 5.« B 108 . 933
Halance sl December 31,2013 08 - 76,2068 145,576 2410 19,165 PR 111 .
Carrying amoust
Balavce ot Decernber 3, 2014 § _ 319,238 101863 93,7175 19 935 2108 1,148,064
Balance o December 31,2013 § 319,238 -t E85. 408 193,936 23,848 8,528 E 199,433
Balancs at Jasuary 1. 2013 $ _319.138 572,133 £90.461 LI 23,208 6,138 B194 954

As of December 31, 2014 and 2013, property, plant and equipment were not pledged as collateral.

Bonds payable
December 31, December 31,
2014 2013
Par value of convertible bonds § 800.000 800,000
Unamortized discount on bonds pavable (3.611) {30,033
Cumulative amount converied nto common stock {493,600 {479.200)
302.789 310,767
Less: current portion of bonds pavabie (302.789) -
Ending balance S - 310767
Embedded derivative -~ redemption options (included in financial
assets at fair value through profit or loss) (note 6(2)) ) - 225
Equity component — conversion right {included in capital surplus
~conversion right) (note 6(12)) $ 25878 _ 27694
2014 2013
Embedded derivative mstruments — evaluation gain (loss) on
redemption options at fair value (included in other gains or
losses) 5 0221 et
Interest expense (effective interest rate of 2.09%) $ 6,126 9,789
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On August 9, 2010, the Company issued $800,000 of domestic unsecured zero coupon convertible bonds

(the “Bonds”). The significant terms and conditions of convertible bonds were as follows:

(a) Maturity date
Five Years, from August 9, 2010 to August 9, 2015,

{b) Conversion period
Bondholders may convert bonds into the Company’s common shares at any time starting one month
from the issue date until 10 days prior to the maturity date. The Company will issue new common
shares for the conversion of the bonds.

(¢} Conversion price
The conversion price was initially $90.9 (dollars) per share and is subject to adjustment by the
formula provided in the issue terms if the Company’s common shares are increased. As of December
31, 2014 and 2013, the adjusted conversion price was $47.1 (dollars), and $54.2 (dollars) per share,
respectively.

{d) Redemption at the option of the Company
The Company may redeem all or some of the bonds at the principal amount after one month from the
tssue date until 40 davs before the maturity date when the closing price of the Company’s common
shares on Taiwan Stock Exchange is at least 130% of the conversion price for 30 consecutive trading
davs, or the outstanding balance of convertible bonds is less than 10% of the original of issuance
amount.

(e) Redemption at the option of the bondholders
On August 9, 2012, bondhoiders shall have right to require the Company to redeem the bonds, in
whole or in part, at a redemption price of the principal amount plus a gross yield of 0.5% per annum

interest {calculated on compound interest basis).

(8) Provision for warranties

2014 2013
Balance at January 1 § 10,506 10230
Provisions made 23,563 5.690
Amount utilized {6.737) (5.423)
Balance at December 31 $ 27332 18506

The provision for warranties is estimated based on historical warranty data associated with similar
products. The Group expects to settle most of the warranty Hability for one o three vears from the date
of the sale of the product.

(Continued)
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()  Operating lease (the Group is a lessee)
Non-cancellable rentals payable of operating leases are as foliows:

December 31, December 31,

2014 2013
Not later than | year $ 3.091 1.340
Later than 1 year but not later than 5 years _2.869 i

The Group leases offices and parking lots under operating leases. The leases typically run for a
period of 1 to 3 years, with an option to renew. [n 2074 and 2013, the rental expenses of operating
leases amounted to $5.441 and $4.680. respectively, and were included in operating expenses.
(10} Employee benefits
(a) Defined benefit plans

The present value of delined benefit obligations and the fair value of the plan assets were as follows:

December 31, December 31,

2014 2013
Present value of unfunded benefit obligations $ - -
Present value of funded benefit obligations 47.927 46.089
Present value of benefit obligations 47.927 46 (89
Fair value of plan assets (192413 {17.6335)
Recognized liabilities for defined benefit obligations
(classified under accrued pension liabilities) $ ___ 28686 28.454

The Group makes defined benefit plan contributions to the pension fund account at Bank of Taiwan
that provides pension benefits for emplovees upon retirement. The plang {covered by the Labor
Standards Law) entitle a retired employee to receive a payment based on years of service and
average salary for the six months prior to the employee’s retirement.

i.  Composition of plan assets

The pension fund (the “Fund™) contributed by the Group is managed and administered by the
Bureau of Labor Funds of the Minisiry of Labor (the Burean of Labor Fund). According to the
Regulations for Revenues. Expenditures. Sateguard and Utilization of the Labor Retirement
Fund, with regard to the utilization of the Fund, minimum earnings shall be no less than the
earnings attainable from two-year time deposits with interest rates offered by local banks.

{(Continued)
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As of December 31, 2014, the Group’s labor pension fund account balance at Bank of Taiwan
amounted 16 $19.241. Refer to the website of the Bureau of Labor Funds for information on the

labor pension fund assets including the asset portfolio and yield of the fund.

ii. Movements in present value of defined benefit obligations

The movements in present value of defined benefit obligations of the Group were as follows:

2014 2013
Present value of defined benefit obligations at January 1 § 46,089 46,097
Service costs 515 535
Interest costs 833 737
Actuarial losses (gains) 470 (1.280)
Defined benefit obligations at December 31 $ 47,927 46,089

iii. Movements in fair value of plan assets
The movements in fair value of plan assets of the Group were as follows:

2014 2013
Fair value of plan assets at Janvary 1 § 17,635 16,268
Expected return on plan assets 214 197
Contributions by plan participants 1,160 1.19%
Actuarial gains (losses) 202 (21
Fair value of plan assets at December 31 5 19.24] L7635

iv. Expenses recognized in profit or loss
The expenses recognized in profit or losses were as follows:

2014 2013
Current service costs $ 515 533
Interest costs 853 737
Expected return on plan assets 214 e

$ 1154 — LO7S

Operating expenses $ 1,154 __ 1075
Actual return on plan assets $ 416 176

(Continued)
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v. Actuarial gains and losses recognized in other comprehensive income

The actuarial gains and losses recognized in other comprehensive income were as foliows:

2014 2013
Cumulative amcunt at Janvary | $ 1,259 -
Recognized during the period (268) 1.239
Cumulative amount at December 31 $ 991 — L.25%

The actuarial gains and losses (net of taxes) were recognized in retained earnings.
vi. Actuarial assumphions
The principal assumptions of the actuarial valuation were as follows:

December 31, December 31,

2014 2613
Discount rate 1.90% 1.60%
Expected return rate on plan assets 1.90% 1.20%
Future salary increases rate 2.00% 2.00%

The expected rate of return is based on the portfolio as a whole and not on the sum of the
returns on individual asset categories. The return is based exclusively on historical retums,
without adjustments.

vii. Experience adjustments based on historical information

December 31,  December 31, December 3%,  January [,

2014 2013 3012 2012

Present valve of defined benefit obligations $ 47.927 46,089 46.007 44 802
Fair value of plan assets L1824 (17.635) (16.268) (14.818)
Liabilities of defined benefit obligations $ . IB.686 38,454 29,826 29.984
Experience adjustments arising from the present

value of defined benefit obligations $ T, 3 5 S-S -
Experience adjustments arising from the fair

viillue of plan assets . | 7] {21y - -

The Group expects to contribute $1.031 to the defined benefit plans in the vear following
December 31, 2014,

viii. When calculating the present value of the defined benefit obligations. the Group uses judgments
and estimations to determine the actuarial assumptions for each measurement date. including
discount rates and future salary changes. Any changes i the actuarial assumptions may
significantly tmpact the amount of the defined benefit obligations.

(Continued)
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As of December 31, 2014, the Group’s accrued pension Habilities were $28.6806. I the discount
rate had increased or decreased by 0.25%, the Group's accrued pension liabilities would have
decreased by $818 or mcreased by 3783 It the salarv adjustment rate had increased or
decreased by 19, the Group’s acerved pension habiiities would have mcreased by $3.457 or
decreased by $2.963, respectively.

(b) Defined contribution plans

6% of each emplovee’s monthly wages to the employee’s individual pension fund account at the
Bureau of Labor Insurance in accordance with the provisions of the Labor Pension Act. Foreign
subsidiaries make confributions in compliance with their respective local regulations.  Under this
defined contribution plan, the Group has no legal or constructive obligations to pay additional
amounts after contributing a fixed amount to the Bureau of Labor Insurance.

For the vears ended December 31, 2014 and 2013, the Group recognized pension expenses of
$13,448 and $11,706, respectively, in relation to the defined contribution plans.

(11) Income taxes

(a) In 2014 and 2013, the components of income tax expense were as follows:

2014 2013
Current income tax expense
Current period $ 144,420 127.550
Adpustments for prior penods {7.665) 448
136,755 127.998
Deferred tax expense
Origination and reversal of temporary differences 3.348 8,342
Income tax expense 5 146,103 136,340

In 2014 and 2013, the Group’s income tax (expenses) benefit recognized in other comprehensive
income were as follows.

2014 2013

Actuarial loss (gain) from defined benefit plan . || e (214

{Contineed)
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Reconciliation of the expected income tax expense calculated based on the R.O.C. statutory tax rate

compared with the actual income tax expense as reported in the consolidated statements of
comprehensive income for 2014 and 2013 was as follows:

2014 2013

Tncome before income tax 5 1,105,005 1.004,532
Income tax using the Company’s statutory tax rate b3 187,851 170,770
Effect of different tax rates in foreign jurisdictions 4.870 6.439
Tax-exempt income {120,084) {100.,966)
Share of income of the domestic subsidiaries (295) (3,048)
10% surtax on undistributed earnings 8,249 7.804
Alternative minimum tax 66,348 55.07G
Prior year adjustments (7,665) 448
Others §29 {267)

S 140,103 136,340

{b) Deferred income tax assets and liabilities
i. Unrecognized deferred income tax assets

December 31, December 31,
2014 2013

Aggregate deductible temporary differences related
to investments in associates $ 1.811 -

ii. Recognized deferred income tax assets and liabilities

Changes in the amount of deferred income tax assets and liabilities for 2014 and 2013 were as
follows:

Deferred income tax assets:

Defined Allowance for

benefit inventory
plans chsolescence Others Total
Balance at January 1, 2014 $ 5,218 5,766 14,513 25,497
Recognized in profit or loss (7) 170 1,840 2,003
Recognized in other
comprehensive income 4 - - 46
Balance at December 31, 2014 §__5.2587 5,936 16,353 7.54
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Defined Allowance for
benefit inventory
plans obsolescence (thers Total
Balance at January 1, 2013 $ 5,451 5.569 12.330 23.350
Recognized in profit or foss (19) 197 2,183 2.361
Recognized in other
comprehensive incoms 2140 e - {214)
Balance at December 31, 2013 $_5218 5,766 14.513 25 497
Deferred income tax labilities:
Unrealized
Unremitted foreign
earnings from  exchange
subsidiaries gain Others Totai
Balance at January 1. 2014 h) 21.218 7.775 1.087 30,080
Recognized in profit or loss 2,496 2821 34 5.351
Balance at December 31, 2014 §  _23.714 10,596 1,123 354531
Ralance at fanuary [, 20713 $ 18.303 - 1.074 19377
Recogmized in profit or loss 2915 I NEE 13 10,703
Balance at December 31, 2013 § 21,218 1,775 1,087 30,080

(¢} The Company’s income tax returns for the years through 2011 have been examined and approved
by the R.O.C. income tax authorities.

(d) Information about the integrated income tax system:

December 31, December 31,
2014 2613
Unappropriated earnings earned before January 1, 1997 ¢ 177 177
Unappropriated earnings earned commencing from
January 1, 1998 1.594.972 1.431.646
$ ..1.595,149 L A31.823
Balance of imputation credit account $ 117,255 96,644
2014 2613
(Estimated) {Actual)
Creditable ratio for distribution of eamings to R.O.C.
residents 13.90% 44,

(Continued)



31
FEXTECH TECHNCLOGY CO., L'TB. AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

The creditable ratio is calculated based on the Rule No. 10204562810 issued by the Ministry of
Finance.

Effective January 1. 2013, the creditable ratio for distribution of earnings to R.O.C. residents will
be half of the original creditable ratio mentioned above i accordance with the amended Income
Tax Act. Non-resident sharehoiders are not eligible for the imputation credit. However, the 10%
income surtax paid on any unappropriated earmings can be credited against the dividend
withholding tax for non-resident stockholders upon distribution of earnings. Starting from January
1, 2015, only half of the surtax paid can be credited against the dividend withholding tax.

(12) Capital and other equity

(a) Common stock

As of December 31, 2014 and 2013, the Company’s authorized shares of common stock consisted
of 180,000 and 120,000 thousand shares, with par value of $10 (dollars) per share, of which
132,947, and 119,965 thousand shares, respectively, were issued and outstanding. All issued shares
were paid up upon issuance.

The movements in outstanding common shares of stock in 2014 and 2013 were as follows (In
thousands of shares):

2014 2013

Balance at January 1 119.965 100.425
Distribution of stock dividends from umappropriated

CATRINGS . 10,412
Distribution of stock dividends from capital surplus 12,008 -
Exercise of employees stock options 685 1.271
Convertible bonds converted into common stock . 28 7857
Balance at December 31 132.947 _ 119,965

On June 11, 2014 and June 13, 2013, the Company’s stockholders resclved to transfer capital
surplus of $120.080 to common stock by isseing 12,008 thousand shares of common stock and
unappropriated earnings of $104.116 to common stock bv issuing 10412 thousand shares of
comraon stock dividend. The record date for stock issuance was Angust 26, 2014 and August 26,
2013, respectively. The respective stock issuances had been authorized by and registered with the
governmental authorities.

In 2014 and 2013, the Company issued 685 and 1,271 thousand shares, respectively, for the
exercise of empioyee stock options.

In 2014 and 2013, the Company 1ssued 289 and 7.857 thousand shares at a face value, respectively,
{or the conversion of convertible bonds.
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(b) Capital surplus

December 31, December 31,

2014 2013
Share premium:
Paid-in capital in excess of par value $ 60.743 153.461
Premium on common stock issued from conversion of
convertible bonds 497,326 484.899
Conversion right of convertibie bonds (note 6(7)) 25.878 27.094
Emplovee stock options - 8.721
Forfeited employee stock options 2435 -
Gain on disposal of assets 15 15

§ 886308  __074.196

Pursuant {0 the amended Company Law, which was announced in January 2012, any realized
capital surplus is initially used to cover an accumulated deficit, and the balance, if any. could be
transferred 1o common stock as stock dividends based on the original shareholding ratio or
distributed as cash dividends based on a resolution approved by the stockholders. Realized capital
surplus includes the premium derived from the issuance of shares of stock in excess of par value
and donations from stockholders received by the Company. In aceordance with the Regulations
Governing the Offering and Issuance of Securities by Securities lIssuers, distribution of stock
dividends from capital surpius in any one year shall not exceed 10% of paid-in capital.

(¢) Retamed earnings

i

Legal reserve

According to the amended Company Act which was announced in January 2012, the Company
must retain 10% of its annual income as a legal reserve until such retention equals the amount
of paid-in capital.  lLegal reserve can be used to offset a deficit. I a company has no
accumulated deficit, it may, pursuant to a resolution approved by the stockholders, distribute its
legal reserve 10 shareholders by issuing new shares or by distributing cash for the portion in
excess of 25% of the paid-in capital.

Special reserve

In accordance with Ruling No. 1010012865 issued by the Financial Supervisory Commission
on April 6, 2012, a special reserve equal to the total amount of items that were accounted for as
deductions from stockholders” equity was set astde from current and prior-vear earnings. This
special reserve shall revert to the retained earnings and be made available for distribution when
the items that are accounted for as deductions from stockholders’ equity are reversed in
subsequent periods.
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il Appropriation of earnings

The Company’s articles of incorporation stipulate that af least 10% of annual net income after
deducting an accumulated deficit, if any, must be retained as a legal reserve until such retention
equals the amount of paid-in capital. In addition. a special reserve should be set aside
accordance with applicable [aws and regulations. The remaining balance of annual net income,
if any, can be distributed as foliows;

* 3% to 15% as employee bonuses;

¢ 3% or less as directors” and supervisors’ remuneration; and

¢ the remaining balance. together with unappropriated earnings from previous vears. should be
distributed according to the resolution of the sharcholders™ meeting.  Appropriation of
earnings should be at least 60% of net income after deducting an accumulated deficit, tegal
reserve and special reserve.

In view of the overall economic environment and the development of the industry, and in order
to meet the Company’s long-term financial planming, and cash requirements of stockholders,
the Company has adopted a stable dividend policy. in which a cash dividend comprises at least
10% of total distribution of dividends.

For the vears ended December 31, 2014 and 2013, the Company accrued employee bonases of
$73.000 and $70.000, directors” and supervisors’ remuneration of $2.100 and $2.400.
respectively. These amounts are calculated based on the Company’s net income for 2014 and
J013. and ecarnings distribution policies stipulated in the Company’s articles of incorporation
and are expensed under cost of sales and operating expenses in 2014 and 2013,

I profit sharing to employee s resolved to distributed in stock, the nwmber of shares is
determined by dividing the amount of employee bonuses by the closing price (after considering
the eftect of dividends) of the shares on the day before the approval of the stockholder’s
meeting. I the actual amounts subsequently approved by the shareholders differ from the
amounts estrmated, the differences are recorded in the year of shareholders™ resolution as a
change in accounting estimate.

The distribution of earnings for 2013 and 2012 had been approved in meeting of shareholders
held on June 11, 2014 and June 13, 2013, respectively. The relevant dividend distributions to
sharcholders. emplovee bonuses, and directors™ and supervisors’ remunerations were as follows:

2043 2012
Dividends Total Dividends Total
per share Amount per share Amount
Dividends disiributed to sharcholders
Cash $ 6.00 720,482 3.50 364,407
Stock - e £0O0
Emplovee bonuses - cash 5 TO.000
Divectors” and supervisors’ remunerations 2.400
§_ 72408
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Additionally, the shareholders also approved a distribution of 2013 stock dividend by
transferring capital surplus of $120.080 to common stock and issuing 12,008 thousand shares of
common stock. There is no difference between the aforementioned distribution amounts and the
amounts charged against carnings for 2013 and 2012, Related information on the distribution
of employee bonus and directors” and supervisors’ remunerations is available on the Market
Observation Post System website of the Taiwan Stock Exchange. The distribution of earnings.
emplovee bonuses and directors™ and supervisors” remunerations for 2014 is yet to be approved
by the board of directors and the meeting of shareholders.

(d) Other equity items (net of tax)

Foreign carrency

translation

differences
Balance at January 1, 2014 $ 700
Foreign currency translation differences (net of tax) 13.771
Ralance at December 31, 2014 3 14,471
Balance at January 1, 2013 $ (7.837)
Foreign currency translation differences (net of tax) 8537
Balance at December 31, 2013 $ 706

(13) Share-based payment
As of December 31, 2014, the Company had a share-based payment arrangements as follows:

Kquity-setiled employee stock options

Crant date 2007412/27

Granted units 3.000 units, each unit eligible to subscribe for 1,000 common shares
Contract term 7 years

Qualified emplovees Eligible emplovees of the Company

Vesting conditions Z2-4 vears of service subsequent to grant date

Details of the employee stock options are as follows:

2014 2013
Weighted Weighted
average Number of average Number of
exercise price options exercise price opiions

(in dofiars) (in thousands) (in dollars)  (in thowsands)
Outstanding, beginning of year  § 46.30 043 32.30 2221
Fxercised 40.76 (685) 51.79 {1,271}
Forfeited -~ (238) - R D
Outstanding, end of vear - — = 46.30 o 543
Exercisable, end of year - - - 46.30 G543
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In 2014 and 2013, the weighted-average share price of the Company amounted to $116.38 and

$85.22, respectively.

Information on outstanding employee stock option plans for each reporting date was as follows:

December 31, December 31,
2014 2813
Range of exercise price (dollars) - 46,30
Weighted-average remaining contractual years - { year
(14) Earnings per share ("EPS™)
{a) Basic EPS
2014 2013
Profit atributable to shareholders of the Company 3 859.324 839.686
Weighted-average number of ordinary shares outstanding 132,308 128.510
Basic EPS (dollars) 5 .25 6,69
(h) Diluted EPS
2014 2013
Profit attributable to shareholders of the Company (basic) b 0959324 859.680
Interest expense from convertible bonds. net of tax 6.126 5,784
Profit attributable to shareholders of the Company (diluted) 965,450 869475
Weighted-average number of ordinary shares outstanding
(basic) 132,308 128,510
Effect of convertible bonds 6.684 10,155
Effect of emplovee stock options 309 1,023
Effect of emplovee bonuses 1.041 1,149
Weighted-average number of ordinary shares outstanding
(diluted) 140,342 140.837
Diluted EPS (dollars) $ 6,88 6.17
{15) Revenue
2014 2013
Revenue from sale of goods A 4,721,996 4,024,552
Revenue from services rendered 18,465 29.530
Others 8.017 11.136
$ 4.748.478 4.005218
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(16) Non-operating income and loss

(a) Other income

2014 2013
Interest income from bank deposits $ 32.544 34.838
Others 5,276 6.350

$ . 37.820 31,188

(b) Other gains and losses

2014 2613

Foreign currency exchange gain, net 5 65,955 68.800
Loss on financial asseis and Liabilities at fair value

through profit or loss (4,179 (1.9043
Loss on disposal of investments. - {(2.A433)
Gain (loss) on disposal of property, plant and

equipment, net 494 (85)
Impairment loss on investment in associates (note 6(5)) (310,047 -

$ 532,225 64378

{¢) Finance costs

2014 2013
Interest expense from bank loans $ 1 30
Interest expense from convertible bonds (note 6(7)) 6.126 9.789
5 6,127 2,819

{Continued)
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{17y Financial instruments
(a) Categories of financial instruments
i. Financial assets

December 31, December 31,

2014 2013

Financial assets at fair value through profit or loss —

current $ - 180
Financial assets at fair value through profit or loss —

non-current - 223
Loans and receivables measured at amortized cost:

Cash and cash equivalents 2,394,500 1,617,777

Notes and sccounts receivable 1,040.820 765,277

Other receivables 4,539 8.917

Other financial assets — current 149,488 800,403

Other fmancial assets — non-carrent 32.684 60,900

Subtotal 3.627.031 3.253.7074
Total § _3.622.4031 53.679

it. Financial abilities
Becember 31, December 31,

2014 2013

Financial liabilities at fair value through profit or
logs — current 3 5.920 2.155
Financial habilities measured at amortized cost:

Notes and accounts payable 428.579 377,504
Other payables 50,547 54,170
Bonds payable (including current portion) 3072789 310.767
Subtotal 781.865 742.44}
Tatal 3 787,794 744.5%6

{Continued)
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{b) Fair value

Except for those described in the table below, the Group considers that the carrying amounts of
financial assets and financial habilives measured at amortized cost approximate their fair values.

December 31, 2014 December 31, 2013
Carrying Fair Carrving Fair
Amount Value Amount Value
Financial liabiiities:
Bonds payable (including current portion) $ 3027789 504,807 310,767 315,122

(c) Financial instruments that are measured at fair value

The table below anatyses financial mstruments that are measured at fair value subsequent to initial
recognition. grouped into Levels 1 to 3 based on the degree to which the fair value is observable.
The different levels have been defined as follows:

i. Level i quoted prices (unadjusted) in active markets for identified assets or liabilities.

ii. Level 2: inputs other than quoted prices included within Level | that are observable for the
asset or liability, etther directly (e, as prices) or indirectly (te., derived from prices).

iii. Level 30 inputs for the assets or liabilities that are not based on observable market data
{unobservable inputs).

Level 1 Level 2 Level 3 Total

December 3, 2014
Liabifitics:

Financial labilittes at fair value through profit or
loss
Foreign currency forward contracts § = 5919 - 5,929

December 3, 2013
Agsets:

Financial assets at fair value through profit or loss

o0
—_
'
e
—

Foreign currency forward contracts b -
Redemption options of convertible bonds - 225 - 225

Liahilities:
Financial Habilities at fair value through profit or
loss
Foreign currency forward contracts % mmme o o 2 188 -

Y
ot
i
2]
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There were no transfers between fair value levels for the years ended December 31, 2014 and
2013,

(d) Valuation techniques and assumptions used in fair value measurement

The Group uses the following methods in determining the fair value of its financial assets and
liabilities:

t.  The fair value of derivative financial instruments is determined using a valuation technique,
with estimates and assumptions consistent with those used by market participants and that are
readily available to the Group,

ii. The fair value of bonds pavable is determined using the Binomial Tree Convertible Bond
Model. which considered the expected volatility and risk-free interest rate.

(18) Financial risk management

The Group is exposed to credit risk. lguidity risk and market risk (including currency risk. interest rate
risk, and other market price risk). The Group has disclosed the information on exposure to the
aforementioned risks, the Group’s policies and procedures to measure and manage those risks as well as
the gquantitative information below. ‘

The Cempany’s Board of Directors is responsible for developing and monitoring the Group’s risk
management policies. The Group’s risk management policies are established to identify and analyze the
risks faced by the Group, to set appropriate risk Bmits and controls, and to monitor adherence to the
contrels.  Risk management policies and systems are reviewed regularfy to reflect changes in market
conditions and the Group’s operations.

The Group’s management monitors and reviews the financial activities m accordance with procedures
required by relevant regulations and internal controls. Internal auditors undertake both regular and ad
hoc reviews of risk management controls and procedures, the results of which are reported to the
Company’s Board of Directors,

(a)y Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty of a financial
instrumeni fails to meet its coniractual obligations, and arises principally from the Group’s cash and
cash equivalents. derivative instruments, receivables from customers. and other receivables. The
maximum exposure o credit risk is egual to the carrying amount of the Group’s financial assets.

The Group mainfains cash and enters into derivative frapsactions with reputable financial

mstitutions, therefore, the exposure related to potential default by those counter-parties is not
considered significant.

{Continued)
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-

As of December 31, 2014 and 2013, three clients accounted to totalize for 45% and 46%,
respectively. of the Company’s notes and accounts receivable. In order to reduece credit risk. the
Group has established a credit policy under which each customer is analyzed individually for
creditworthiness for the purpose of setting the credit mit.  Additionally, the Group continuously
evaluates the credit quality of customers and utilizes insurance to minimize the credit risk.

Liquidity risk

Liguidity risk is the risk that the Group will encounter difficulty in settling its financial Habilities by
dehivering cash or other financial assets. The Group manages hquidity risk by monitoring regularly
the current and mid-to long-term cash demand, maintaining adequate cash and banking facilities. As
of December 31, 2014 and 2013, the Group had unused credit facilities of $688.250, and $679.025,
respectively.

The table below summarizes the maturity profile of the Group’s financial liabilities based on
contractual undiscounted payments, including principles and interests.

Contractual cash
flows Within 6 months 6-12 months 1-2 years 2-5 years
December 31. 2014

Non-derivative figancial ligbilities:

Notes and accounts payable $ 438 329 ’ - - -
Other payables 48283 1.498 471 295
Convertible bonds payable e 336,400 - -
3 476,812 L S8R 471 295
Derivative financial instraments:
Forctan currency torward contracts:
Craztlow $ (284,969} {284 .969) - " -
Inflonw 279,040 279044 e - -
$ (3939 o L5520 - - -
December 31, 2083
Novi-derivative financial liabiffties:
MNotes and accounts pavable 3 370504 377504 - - -
Other payables 34,170 53082 515 g3 390
Convertible bonds payable J2E00 - - 320800 -
5 T52.474 43,686 8BRS .. |}
Derivative {inancial instruments:
Forgige currency forward contracts:
Outflow $ {(268.24% {268.243) - - -
inflow SO L 7 17 263,762 . - e
b4 (1 ART 12, 4583) - - -

The Group does not expect that the cash flows included in the maturity analysis would occur
significantly earlier or at significantly different amounts.

Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates
and equity prices, will affect the Group’s income or the value of its financial wnstruments. The

objective of market risk management 15 to manage and control market risk exposures within
acceptable parameters, while optimizing the return.

{(Continued)
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The Group utilizes derivative financial instruments 1o manage market risk and the volatility of
profit or loss.  All such transactions are carried out within the guidelines set by the Company’s
Board of Directors.

i. Foreign currency rigk

The Group is exposed to foreign currency risk on sales, purchases, and deposit in bank that are
denominated in a currency other than the respective functional currencies of the Group’s
entities. The foreign currencies used in these fransactions are mainly denominated in USD and
RMB.

The Group utilizes spot exchange transactions and forward exchange contracts to hedge its
foreign currency exposure.

i) Exposure to foreign currency risk

At the reporting date. the carrying amount of the Group’s monetary assets and liabilities
denominated in a currency other than the respective functional currencies of Group entities
were as follows (including the monctary items that have been eliminated in the
accompanying consolidated financial statements):

December 31, 2014
Foreign
currency  Exchange rate NTD
Financial assets
UsH ) 35,971 31,6350 1,138,482
RMB 114,043 5.002 580,707
Financial liabilities
UspH 7,604 31.630 240,667
December 31,2013
Fercign
currency  Exchange rate NTD
Financial assets
UsD $ 29,254 29.805 871.928
EMB 247,530 4.919 1.217.600
Fancial habiliies
Usp 7,389 29.805 220,238
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i) Sensitivity analvsis

The Group’s exposure to foreign currency risk arises from cash and cash equivalents. notes
and accounts receivable, notes and accounts payable. and other financial assets that are
denominated in a currency other than the respective functional currencies of the Group
entities.  As of December 31, 2014 and 2013, 1% depreciation {appreciation) of NTD
against the USD and RMB would have increased (decreased) pre-tax income by $14.785 and
$18.693 in 2014 and 2013, respectively. The analysis is performed on the same basis for
2014 and 2013,

it. Interest rate risk

The Group primarily operated by its own funds. On the reporting date, there was no debt carried
floating interest rates outstanding, and fmancial assets exposure to changes in interest rates is
not significant. As a result. the interest rate risk is not considered significant,

(19) Capital management

In consideration of the industry dvnamics and future developments, as well as external environment
factors, the Group maintains an optimal capital structure to enhance long-term sharcholder value by
managing its capital in a manner to ensure that it has sufficient and necessary financial resources to fund
its working capital needs, research and development activities, dividend payments, and other business
requirements for continuing operations and to reward shareholders and take into consideration the
interests of other stakeholders. The Group monitors the capital through reviewing the liability-to-equity
ratio periodically.

The Group’s liability-to-equity ratio at the end of each reporting period was as follows:

December 31,  December 31,

26014 2613
Total liabilities $ . LI95595 1119601
Total equity $ 4118199 3,821.939
Liability-to-equity ratio et DY 29.29%

As of December 31, 2014, there were no changes in the Group’s approach to capital management.
7. Related-party transactions
(1) Parent company and ultimate controliing party
The Company is the ultimate controlling party of the Group.

(2) Significant related-party transactions: None.

(Continued)
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(3) Compensation of key management personnel

2014 2013
Short-term employee benefits $ 39,565 33,397
Share-based payments 648 S84
S 40,153 33,981

8. Pledged assets
The carrving amounts of assets pledged as collateral are detailed below:

December 31, DPecember 31,

Piedge assels Pledged to secure 2014 2013
Time deposits Credit lines of short-term borrowings $ 3.035 3.025
Time deposits Guarantee deposit of custom duties 12 1]

$ 3347 3.136

9, Significant commitments and contingencies

(1) As of December 31, 2014 and 2013, the Group had unused letters of credit totaling to $0 and $35,408,
respectively.

(2)  As of December 31, 2014 and 2013, the Group had issued promissory notes amounting to $500,000 for
credit bnes of short-term borrowings.

10. Significant loss from casualty: None.
11. Significant subsequent events:

To expand market share of POS products and enhance the Group’s competitiveness, in January 2015, the
Group invested $160,000 in Poindus System Corp. and owned 25% of its ownership.

{(Continued)
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Employee benefits, depreciation, and amortization expenses, categorized by function. were as follows:

2014 2013
Cost of Operating al Cost of Operating
revente expenses Tota revenue expenses Total
Empiovee benefits:
Salaries $  136.826 263,420 400.246 130,279 218,629 348.908
Insurance 11,190 17.656 28.846 10,200 14,491 24,691
Pension 4,774 9.828 14.602 4,623 8,158 12,781
Other 4,595 4,383 8.978 4,802 3,790 8,592
Depreciation 73.507 12,998 86,505 66,861 16,542 83,403
IAmortization 344 4,608 5,152 319 1,634 1,953

Additional disclosures

(1

Information on significant transactions:

(a) Financing provided to other parties; None.

(b) Guarantees and endorsements provided to other parties: None.

(¢) Marketable securities held at the reporting date (excluding investments in subsidiaries, associates,
and jointly controlled entities); None,

{d) Marketable securities {or which the accumulated purchase or sale amounts for the year exceed $300

million or 20% of the paid-in capitai: None.

(e} Acquisttion of real estate which exceeds $300 million or 20% of the paid-in capital: None.

(f)y Disposal of real estate which exceeds $300 million or 20% of the paid-in capital: None.

(g) Total purchases from and sales to related parties which exceed $100 million or 20% of the paid-in

capital:
{Aamounts in Thousands of New Tawan Dollars)
Trunsactions with | MNoies/Accounts
. Transaction Details Terms Different Receivalie
Campany Retated . R . 8
Name Party Relationship fraom Others (pavable) Nate
' : Purchase/ | Amiount o of Totat  [Payment ankt price Paveeat | Ending | % of
{Sales) | (Note 3} |Purchase/Sales)] Terms PEEC erms | Balance| Toial
The Company [FTON Substdary {Salesd 16,212 (234 EAL G0 (Moe 13 ] (Note 2y | 21624 2%

Nete b The sefling prices with related parts

spectfications of the produset are dif

croare ot stgifieanthy didferent from those wil thivd parries customens except for certain products wheve the

Note 2: The vade terms of sales with related parues are bevween B 30~90 davs and the trade terms with third parties are berween OA 30--73 davs,

{(Continued)
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(1) Receivables from related parties which exceed $100 million or 20% of the paid-in capital: None.

(1) Transactions in derivahive mstruments - Refer to note 6(2).

() Business relationships and significant intercompany transactions:

(Amounis in Thousands of Mew Taiwan Dollars)

Transaction details Percentage of
Ntsmber C (m.tpa ny Counter Party | Relationship | Account ’ o cousolidated rofal
{INote 1) MNanie . Amount | Teansaction Terms | revenues or fotal assets
{Note 2) )
{MNote 3)

G The Company  [Flviech HR Subsidiary Sales 35642 M6 8%

G The Company Flviech ON Subsidiary Sales 108212 En 90 R LM

0 The Company  (OTER Syster [Subsidiary Sales 84160 EM 60 1.77%

1 OTER Svsten |The Company | Parent Sales 54,946 EM 60 1 16%

Note I Parties 0 misrcompany transactions are wentitied and nunibered as folows:

Note 3: Bas

Eom0T repn

sents the Company,

2 Subsidianies are nambered from "1
Note 7: Intercompany reletionsinps and significant intercompany iransactions are disclosed only for the amounts that exceed 1% of consolidated revenue or
totat assets. The corresponding purchases and accounts pavables are not disclosed.

n the

208

(2) Information on investees:

ton amonnt divided by consolidated revenne or total assefs.

{Amounts in Thousands of New Taiwan [vollars and United States Dollars)

Maximum percentuge ~
Main Investment amount Bakances @ of December 31, 2084 | of ownership during et
) Businesscs 2014 Inmmel Investment )
Investor Investee Logation {Losshof | Income | Note
and . .. |Percentage| .. . " . {Percentage . »
Producis December | Deceraber | Shares (in of Carsving | Shares (in of the {Luss}
3, 2004 31, 2013 [thouwsandsy|,, X value thousands) | Envestee
Owpership Orwnership
The Company (Plvtech USA [Brinsh Virgm isvestment IRAST IR657 100 33298 ek o 11,794 {1794 Note:
BVl Tsinmds and holding
activity
The Company [Flviesh Japan IBriash Virgin  [Investnent 3.446 3,446 100 3,078 58 o0 2 2dote
V! Fshands and holdmg
activity
The Company [Flytech MK [Brimsh Virgm  |Iovestment 10,352 10,392 140 127,183 50 100 12,501 12,501 | Note
BVI Islands and holdme
aetivity
The Company [Flvtech ON - {Brivsh Virgin  [lavestment B4,343 64,089 160 121253 150 160 3,976 3,976 Note
BY] tstands and hokding
aclivity
The Company |Flveom Tarwnn Investment 120,000 50,000 12,000 106 5004 12,0600 106 42 A Note
Tnvestment and holding
activity
Flwtech 154 [Flytech HSA USA Sale of 36 33 36,358 pil] 100 3 00 i 11,794y (3.744) | Note
BYI computer and [(USTH AT (LS O73 (USIH.G (LIS (USTH A9
penpherals
Flvteeh Hi Flutech HE  |Heng Kong Sale of HECER) HUCER 00 i 137300 106G 108 12501 Mgte
BV compuier apd | (LISD208Y (LISDIZ98) (USD4.108) (s
peripherals
Flecom GTER Tarwan Sale of A8 946 18946 R 68 B8 TEH00 5,510 8 K8 17520 13342 Note
Tnwestment Sysiem cotprier and
perpherals
Flycom NeoWVideo Taiwan Sale of 13,000 - I 3rav 4340 b.300 Eya {152 {64
Investmient compier and
perspherals

Nore : The above mtercompany transaciions have been elimisated when preparing the consolidased financial statements.
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(3) Information on investment in Mainland China:

{(a) Information on investment in Mainland China

{Amounts in Thousands of New Taivan Dollars and United Stares Dallars)

Rianimum percentage Accemaiaed
Accumaiated fnvestment Aceamalited " e o .
Mai Total Ansount Cutliew of Flows Outflowof 1 0 (}wm o{h. o mmm:g;f: A savestment Carrying [ hw.v;:?‘d .
! v Ota AIBOUM | wrethad af Invesiment Iovestment from | o nership e ircome Vidne as of | HLUIRCE
{Iavesice Businesses of Paid-in P P ) (Loss) of of THreat of Earmings
. Investment ¢ froms Taiwan Taiwan as of : . , | Percemtage (Loss) December
and Products Capital . Envestee | and Indirect | Shares (n = as of
as of Jannary |Onitfiow ! faflow | Becember 3%, of (Note 2} 31,2014
S - 5 imvestment {{kousands) . Becember
1, 2014 2014 Qwnership 31, 2014
Fhieok O Bale of 08 Note | (SRR - - 1974 ] 2,064 160 -
¢ and (S 2ot (LISE 2000} (USD 131)
periphorals

MNote | Indivect investment in Mainland Ching through a holding company established i a third country
Nete ! : investment meome or loss was recognized based on financial statements andited by the auditors of the parent company,
Nete 3 : The above intercompany mansactions have been eliminated when preparing the consolidated Tmancial statements.

(b} Limits on investment in Mainland China

{Amounts in Thousands of New Tatwan Dollars and United States Dollars)

Authorized investment Upper limit on investment
Accumulated ipvestment amount by Ministry of authorized by Ministry of
in Mainjand China as of |Economic Affairs Investment] Economic Affairs Investmment
December 31, 2014 Commission Comimission
69,689 69,089 2,448.883
(USD 2.000) (LISD 2,000}

(¢} Significant transactions with the investee in Mainland China:
The transactions with the investee company in Mainland China have bheen eliminated when
preparing the censolidated financial statements. Refer to Section (1)(§) “business relationships and
significant mtercompany transactions”™.

14, Segment Information
(1y  General information

The Group has two reportable segments: Point of Sales svstem (POS) and Original Design Manufacturer

{ODM). POS segment engages mainly in the design, manufacturing, and sales of POS svstem and the

related peripheral products. ODM segment engages maimnly in design. manufacturing, and sales of POS

system and the related products for world-class companies.

The Group’s operating activities are separately by orders from each sales department, since the Group
needs 1o manage and cater for the needs of different scale and nature of customers,

(Continued)
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Except as described below, the accounting policies of the operating segments are the same as those
described in Note 4. Operating expenses and non-operating income and losses that are not directly
atiributable to the segments are allocated by 50% of the proportion of segmental revenue and 50% of the
proportion of segmental expenses, The Group evajuates the performance of its operating segments based
on the segment profit or loss hefore taxes. Sales and transfers among reportable segments are recorded
in line with sales with third party customers.

Reportable segments’ profit or loss, segment assets, segment liabilities, basis of measurement, and
reconciliation
The Group uses income (loss) before income tax as the measurement for segment profit and the basis of
resource allocation and performance assessment. The reporting amount is consistent with the report
used by chief operating decision maker.
The Group’s operating segment information and reconciliation are as follows:
2014
Adjustments and
POS ODM Others eliminations
Total
Revenues from oxternal customers §  5.630.892 440,878 676,758 - 4.748.478
Intra-group revenue 220,797 21.387 A5414 {297 798) e
Total segment revenue $ 3851689 =362.415 132472 {297.745%) 4748478
Segment income before income tax $ 886,338 83,297 133,373 = L103.085
2013
Adjustments and
POS ODM Others eliminations ,
Fotal
Revenues from external customers $ 3.038.968 361.0635 6435185 - 4063218
[nira-group revenae 88094 25,626 63,078 (176.798) e
Total segmicnt revenie $ lid7062 80,691 08,263 (176,798) 4065218
Sepment income before income tax $ 842175 69,787 92.650 s A£:004.532
Product information
Revenues from external customers are detailed below;
Products 2614 2613
Industriat computer $ 4036343 3.400.776
Peripherals and others 712,135 . HH4.447
§ 4748478 4063218
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(3)  Geographic information

(4)

In presenting information on the basis of geography. segment revenue is based on the
geographical location of customers and segment assets are based on the geographical location of
the assets.

Revenues from external customers are detailed below:

Region 2014 2013
Furope § 1979650 1.666.335
America 1.603.941 1.577.342
Asia 850.251 666.412
Tarwan 314.636 155129
$ 4748478 4.065.218

Non-current assets:

December 31, December 31,

Region 2014 2013

Taiwan h 1,145,994 1.193.080
Asia 17.341 18,011
America 85 40

$ . 1.163.420 1218137

Non-current assets include propertv. plant and equipment. intangible assets. and other assets —
non-current, but do not inchude financial instruments and deferred income tax assets.

Major customer information

2014 2013
Total consolidated revenue from POS segment- Customer A § 1,122.044 478,035
Total consolidated revenue from POS segment- Customer B 783,431 628,548

Total consolidated revenue from POS segment- Customer C - 365,53



