Phison Electronics Corp. and Subsidiaries

Consolidated Financial Statements for the
Years Ended December 31, 2015 and 2014 and
Independent Auditors’ Report

(Audited after Restated)



DECLARATION OF CONSOLIDATION OF FINANCIAL STATEMENT S OF AFFILIATES

The companies required to be included in the cadfest@d financial statements of affiliates in aceorce

with the “Criteria Governing Preparation of Affitian Reports, Consolidated Business Reports and
Consolidated Financial Statements of Affiliated éfptises” for the year ended December 31, 2015 are
all the same as the companies required to be iedlird the consolidated financial statements of rgare
and subsidiary companies as provided in Internatiéiinancial Reporting Standard 10 “Consolidated
Financial Statements.” Relevant information thbwd be disclosed in the consolidated financial
statements of affiliates has all been disclosedha consolidated financial statements of parent and
subsidiary companies. Hence, we have not prepmisaparate set of consolidated financial statements
of affiliates.

Very truly yours,
PHISON ELECTRONICS CORP.

By

KHEIN SENG PUA
Chairman

September 21, 2016



INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Phison Electronics Corp.

We have audited the accompanying restated consadidaalance sheets of Phison Electronics
Corp. (the “Corporation”) and its subsidiaries [(eclively referred to as the “Group”) as of
December 31, 2015 and 2014, and the related rdstatesolidated statements of comprehensive
income, and changes in equity and cash flows fer ybars then ended. These consolidated
financial statements are the responsibility of @loeporation’s management.  Our responsibility is
to express an opinion on these consolidated fiadstatements based on our audits.

We conducted our audits in accordance with the Régaus Governing Auditing and Attestation
of Financial Statements by Certified Public Accams$ and auditing standards generally accepted
in the Republic of China. Those rules and starglegduire that we plan and perform the audit to
obtain reasonable assurance about whether the lmated financial statements are free of
material misstatement. An audit includes examinioy a test basis, evidence supporting the
amounts and disclosures in the consolidated fimhstaitements. An audit also includes assessing
the accounting principles used and significant nesttes made by management, as well as
evaluating the overall consolidated financial staat presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaeeferred to above present fairly, in all materia
respects, the financial position of Phison Eledat®Corp. and its subsidiaries as of December 31,
2015 and 2014, and their consolidated financialoperance and their consolidated cash flows for
the years then ended, in conformity with the Retipia Governing the Preparation of Financial
Reports by Securities Issuers and Internationar€ial Reporting Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretation&RIC), and SIC Interpretations (SIC)
endorsed by the Financial Supervisory Commissi@C)Fof the Republic of China.

As stated in Note 4, to conform to Rule No. 105@036issued by the FSC, Phison Electronics
Corp. acknowledged Everspeed Technology Group Uity Everspeed Technology Limited,
Memoryexchange Corporation, Cloud Solution Globimhited and Fast Choice Global Limited)
and Twinson Electronics Corporation (100% acquivgdPhison Electronics Corp. on December
25, 2014 and renamed as Ostek Corporation) asiitsatled entities and included these entities in
the consolidated financial statements. Such roteacknowledgment served as the basis for the
restatement of the consolidated financial statesnérdm January 1, 2009 to June 30, 2016.
Please refer to Note 4 for the effects of the testant on the consolidated financial statements.

As stated in Note 33, on August 5, 2016, PhisorctEdaics Corp. was searched by the Hsinchu
District Prosecutors Office for alleged violatiohtbe Securities and Exchange Act, and relevant
personnel had been interrogated. The case remadles statutory investigation.



We have also audited the financial statementseptrent company, Phison Electronics Corp., as
of and for the years ended December 31, 2015 ahd, 2t which we have issued an unqualified
report.

September 21, 2016

Notice to Readers

The accompanying consolidated financial statemam¢sintended only to present the financial
position, financial performance and cash flows in accordamgéh accounting principles and
practices generally accepted in the Republic ofn@hand not those of any other jurisdictions.
The standards, procedures and practices to audih @wnsolidated financial statements are those
generally accepted and applied in the Republicluhg.

For the convenience of readers, the independentit@st report and the accompanying

consolidated financial statements have been traedlénto English from the original Chinese
version prepared and used in the Republic of Chin&there is any conflict between the English
version and the original Chinese version or anyedénce in the interpretation of the two versions,
the Chinese-language auditors’ report and consaéddinancial statements shall prevail.
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6)
Financial assets at fair value through profit @sle current (Notes 4, 7 and 27)
Debt investments with no active market - currerit@$ 4, 8 and 30)
Notes and accounts receivable
Third parties (Notes 4 and 9)
Related parties (Notes 4, 9 and 28)
Other receivables (Note 9)
Current tax assets (Notes 4 and 22)
Inventories (Notes 4 and 10)
Prepayments
Other current assets

Total current assets

NON-CURRENT ASSETS
Available-for-sale financial assets - non-currétivtes 4 and 11)
Financial assets measured at cost - non-curreriegNband 12)
Investments accounted for by the equity method gbldtand 14)
Property, plant and equipment (Notes 4 and 15)
Intangible assets (Notes 4 and 16)
Deferred tax assets (Notes 4 and 22)
Guarantee deposits paid

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES

Short-term borrowings (Note 17)
Notes and accounts payable

Third parties

Related parties (Note 28)
Other payables (Note 18)
Current tax payable (Notes 4 and 22)
Current provisions (Notes 4 and 19)
Other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES
Deferred tax liabilities (Notes 4 and 22)
Net defined benefit liabilities - non-current (Nst and 20)
Guarantee deposits received

Total non-current liabilities
Total liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Not21)
Capital stock
Common shares
Capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity

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

TOTAL

The accompanying notes are an integral part ofebted consolidated financial statements.

(With Deloitte & Touche audit report dated Septenik, 2016)

2015 2014
Amount % Amount %

$ 12,405,596 44 $ 8,557,923 36
2,226,804 8 2,082,695 9
20,408 - 20,819 -
4,063,528 14 3,807,795 16
370,224 1 247,488 1
384,324 1 372,070 2
829 - 56,877 -
5,251,376 19 5,536,728 23
61,174 - 23,524 -
39,358 - 15,633 -
24,823,621 87 20,721,552 87
295,950 1 - -
605,219 2 388,721 2
708,755 2 732,776 3
1,637,395 6 1,634,020 7
198,623 1 126,804 1
145,843 1 93,281 -
3,381 - 637 -
3,595,166 3 2,976,239 3
$ 28,418,787 100 $ 23,697,791 100
$ 196,950 $ - -
1,091,580 4 1,845,687 8
3,164,580 11 2,213,827 9
2,332,344 8 1,918,251 8
654,254 2 596,369 3
149,852 1 71,128 -
210,352 1 222,185 1
7,799,912 28 6,867,447 29
1,858 - 7,891 -
66,901 - 42,458 -
254 - 2,454 -
69,013 - 52,803 R
7,868,925 8 6,920,250 9
1,973,740 7 1,854,740 8
6,514,569 23 4,487,500 19
1,956,106 7 1,635,991 7
5,056 - 11,241 -
9,990,216 35 8,533,064 36
11,951,378 42 10,180,296 43
(111,358) 1) (5,056) -
20,328,329 71 16,517,480 70
221,533 1 260,061 1
20,549,862 72 16,777,541 71
$ 28,418,787 100 $ 23,697,791 100



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED CONSOLIDATED STATEMENTS OF COMPREHENSIVE | NCOME

FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

OPERATING REVENUES (Notes 4 and 28)
Gross sales
Less: Sales returns and allowances
Net sales
Service revenue

Total operating revenues
OPERATING COSTS (Notes 4, 10, 23 and 28)
GROSS PROFIT
OPERATING EXPENSES (Notes 23 and 28)
Marketing
General and administrative
Research and development
Total operating expenses

OPERATING INCOME

NONOPERATING INCOME AND EXPENSES
Other gains and losses (Note 23)
Share of gains (losses) of associates (Notes 24nd
Other income (Note 23)
Financial costs

Total nonoperating income and expenses
PROFIT BEFORE INCOME TAX
INCOME TAX EXPENSE (Notes 4 and 22)
NET PROFIT FOR THE YEAR
OTHER COMPREHENSIVE INCOME (LOSS) FOR
THE YEAR, NET OF INCOME TAX
Items that will not be reclassified subsequently to

profit or loss:
Remeasurement of defined benefit plans

2015 2014

Amount % Amount %
$ 37,702,656 101 $ 32,983,107 101
393,644 1 294,270 1
37,309,012 100 32,688,837 100
100,165 - 130,695 -
37,409,177 100 32,819,532 100
29,781,713 80 27,450,298 84
7,627,464 20 5,369,234 16
544,408 2 519,306 2
461,053 1 386,097 1
2,395,099 6 1,673,799 5
3,400,560 9 2,579,202 8
4,226,904 11 2,790,032 8
134,119 - 287,382 1
(20,736) - 159,287 1
136,008 1 88,168 -
(3.031) - (2,440) -
246,360 1 532,397 2
4,473,264 12 3,322,429 10
576,571 2 541,355 2
3,896,693 10 2,781,074 8
(22,094) - (6,326) -

(Continued)



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED CONSOLIDATED STATEMENTS OF COMPREHENSIVE | NCOME
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2015 2014
Amount % Amount %
Income tax benefit relating to items that will not
be reclassified subsequently to profit or loss
(Note 22) $ 3,756 - $ 1,075 -
Items that may be reclassified subsequently tatprof
or loss:
Exchange differences on translating foreign
operations (32,764) - (5,415) -
Unrealized gain (loss) on available-for-sale
financial assets (84,750) - - -
Share of other comprehensive gain of associates - - 8,759 -
Income tax benefit (expense) relating to items that
may be reclassified subsequently to profit or
loss (Note 22) 4,414 - (1,267) -
Other comprehensive income (loss) for the y
net of income tax (131,438) - (3,174) -
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 3,765,255 10 $ 2,777,900 8
NET PROFIT ATTRIBUTED TO:
Owners of the Parent $ 4,000,009 10 $ 3,201,149 10
Non-controlling interests (103,316) - (420,075) (2)

$ 3,896,693 10 $ 2,781,074 8

TOTAL COMPREHENSIVE INCOME
ATTRIBUTED TO:
Owners of the Parent $ 3,875,369 10 $ 3,202,083 10
Non-controlling interests (110,114) - (424,183) (2)

$ 3,765,255 10 $ 2,777,900 8

EARNINGS PER SHARE; NEW TAIWAN
DOLLARS (Note 24)

Basic $ 20.41 $ 17.48
Diluted $ 20.12 $ 17.23

The accompanying notes are an integral part ofdseted consolidated financial statements.

(With Deloitte & Touche audit report dated Septentike 2016.) (Concluded))



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED CONSOLIDATED STATEMENTS OF CHANGES IN EQUI TY
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

Equity Attributable to Owners of the Parent

Other Equity

Exchange
Differences on  Unrealized Gain
Retained Earnings Translating (Loss) on
Unappropriated Foreign Available-for-sale Non-controlling
Ordinary Shares  Capital Surplus Legal Reserve  Special Reserve Earnings Operations Financial Assets Total Interests Total Equity

BALANCE AT JANUARY 1, 2014 $ 1,804,740 $ 3,349,156 $ 1,318,937 $ 9,001 $ 7,551,437 $ (11,241) $ - $ 14,022,030 $ 693,728 $ 14,715,758
Appropriation of the 2013 earnings

Legal reserve - - 317,054 - (317,054) - - - - -

Special reserve - - - 2,240 (2,240) - - - - -

Cash dividends - NT$10.216941 per share - - - - (1,894,977) - - (1,894,977) - (1,894,977)
Issue of common shares for cash as of June 20,2014

NT$185 per share 50,000 875,000 - - - - - 925,000 - 925,000
Arising from share of changes in capital surplus of

associates - 263,344 - - - - - 263,344 - 263,344
Non-controlling interests - - - - - - - - (9,484) (9,484)
Net profit for the year ended December 31, 2014 - - - - 3,201,149 - - 3,201,149 (420,075) 2,781,074
Other comprehensive income (loss) for the year @nde

December 31, 2014, net of income tax - - - - (5,251) 6,185 - 934 (4,108) (3.174)
BALANCE AT DECEMBER 31, 2014 1,854,740 4,487,500 1,635,991 11,241 8,533,064 (5,056) - 16,517,480 260,061 16,777,541
Appropriation of the 2014 earnings

Legal reserve - - 320,115 - (320,115) - - - - -

Reversal of special reserve - - - (6,185) 6,185 - - - - -

Cash dividends - NT$11.2 per share - - - - (2,210,589) - - (2,210,589) - (2,210,589)
Issue of common shares for cash on February 13 201

NT$180 per share 119,000 2,023,000 - - - - - 2,142,000 - 2,142,000
Change in equity from the consideration receiveeXicess

of the carrying amount of the subsidiaries' neétss

during disposal or acquisition - 4,069 - - - - - 4,069 - 4,069
Non-controlling interests - - - - - - - - 71,586 71,586
Net profit for the year ended December 31, 2015 - - - - 4,000,009 - - 4,000,009 (103,316) 3,896,693
Other comprehensive income (loss) for the year @nde

December 31, 2015, net of income tax - - - - (18,338) (21,552) (84,750) (124,640) (6,798) (131,438)
BALANCE AT DECEMBER 31, 2015 $ 1,973,740 $ 6,514,569 $ 1,956,106 $ 5,056 $ 9,990,216 $  (26,608) $  (84,750) $ 20,328,329 $ 221,533 $ 20,549,862

The accompanying notes are an integral part ofdbted consolidated financial statements.

(With Deloitte & Touche audit report dated Septemik, 2016)




PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax
Adjustments for:
Net gains on foreign currency exchange
Recognition of provisions
Depreciation
Amortization
Allowance for bad debts
Impairment loss recognized on financial assets
Dividend income
Interest income
Share of losses (gains) of associates
Reversal of write-down of inventories
Financial costs
Loss on disposal of financial assets measuredsat co
Loss on sale of property, plant and equipment
Loss on disposal of investments accounted for byetjuity method
Net changes related to operating assets and fiabili
Financial assets at fair value through profit @slo
Notes and accounts receivable
Other receivable
Inventories
Prepayments
Other current assets
Notes and accounts payable
Other payables
Provisions
Other current liabilities
Accrued pension costs
Cash generated from operations
Interest paid
Income tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Payment for available-for-sale financial assets
Purchase of financial assets measured at cost
Payments for intangible assets
Payments for property, plant and equipment
Dividends received
Interest received
Proceeds of the disposal of financial assets medsatrcost
Proceeds of the capital reduction of investmentsaated for by the
equity method

201¢ 201«
$ 4,473,264 $ 3,322,429
(203,344) (295,455)
180,250 143,811
108,778 91,159
105,779 85,425
61,698 15,317
46,811 30,878
(42,656) (6,438)
(38,099) (34,085)
20,736 (159,287)
(13,062) (16,366)
3,031 2,440
1,614 24,309

8 -

- 8,759
(144,109) (323,348)
(402,417) (317,286)

(11,053) (164,090)
298,437 154,443
(50,530) (17,451)
(23,725) 78,741
186,578 (780,916)
412,403 63,820
(101,526) (230,849)
(12,273) 115,638
2,349 8,822
4,858,942 1,800,420
(2,971) (2,336)
(512,785) (611,992)
4,343,186 1,186,092
(380,700) -
(273,060) (302,538)
(177,598) (77,728)
(99,450) (68,990)
42,656 6,438
37,792 34,115
8,137 2,743
4,298 2,625
(Continued)



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

(Increase) decrease in refundable deposits

Decrease in debt investments with no active market

Proceeds of the disposal of investment accountellyfthe equity
method

Purchase of investments accounted for by the equétyrod

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Cash dividends paid
Proceeds of the issue of common shares
Increase (decrease) in short-term borrowings
Decrease in guarantee deposits
Increase (decrease) in non-controlling interests

Net cash generated from (used in) financing a@iwit

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

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

The accompanying notes are an integral part ofdsgted consolidated financial statements.

(With Deloitte & Touche audit report dated Septentie 2016)

201¢ 201«
(2,744) $ 197
411 93,905
- 6,003
- (124,354)
(840,258) (427,584)
(2,210,589) (1,894,977)
2,142,000 925,000
198,396 (89,415)
(2,200) 4)
75,655 (9,484)
203,262 (1,068,880)
141,483 148,819
3,847,673 (161,553)
8,557,923 8,719,476
$ 12,405,596 $ 8,557,923
(Concluded)



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

NOTES TO RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. GENERAL INFORMATION

Phison Electronics Corp. (the “Corporation”) wasadrporated on November 8, 2000 under the Company
Act of the Republic of China (ROC). The Corporatimainly designs and sells flash memory controllers
and peripheral system applications.

The Corporation’s shares have been traded on tipeiTaxchange (for over-the-counter trading in Taiyv
since December 6, 2004.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approyettie Corporation’s board of directors on Septemb
21, 2016.

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

a.

Initial application of the amendments to the Ratipns Governing the Preparation of Financial &ep

by Securities Issuers and the 2013 version of tbernational Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), Interptigins of IFRS (IFRIC), and Interpretations of IAS
(SIC) endorsed by the FSC

Rule No. 1030029342 and Rule No. 1030010325 isbyetle FSC on April 3, 2014, stipulated that the
Group should apply the 2013 version of IFRS, IABRIC and SIC (collectively, the “IFRSs")
endorsed by the FSC and the related amendmentset®egulations Governing the Preparation of
Financial Reports by Securities Issuers startimgidgy 1, 2015.

Except for the following, the initial applicatiorf the amendments to the Regulations Governing the
Preparation of Financial Reports by Securitiesdsswand the 2013 IFRSs version did not have any
material impact on the Group’s accounting policies:

1) IFRS 13 “Fair Value Measurement”

IFRS 13 establishes a single source of guidanctaiovalue measurements. It defines fair value,
establishes a framework for measuring fair valued aequires disclosures about fair value
measurements. The disclosure requirements in [ER&e more extensive than in past standards;
for example, quantitative and qualitative disclesubased on the three-level fair value hierarchy
previously required for financial instruments omle extended by IFRS 13 to cover all assets and
liabilities within its scope.

The fair value measurement under IFRS 13 are appliespectively from January 1, 2015. Refer
to Note 28 for related disclosures.

-10 -



2) Amendment to IAS 1 “Presentation of Items of @t@omprehensive Income”

The amendment to IAS 1 requires items of other celmmsive income to be grouped into those
items that (1) will not be reclassified subsequeidl profit or loss; and (2) may be reclassified
subsequently to profit or loss. Income taxes dated items of other comprehensive income are
grouped on the same basis. Under previous IABetetwere no such requirements.

The Group retrospectively applied the above amentsmgtarting in 2015. Items not expected to
be reclassified to profit or loss are remeasuremehthe defined benefit plans. Items expected to
be reclassified to profit or loss are the exchadiferences on translating foreign operations,
unrealized gain on available-for-sale financialeéssand share of the other comprehensive income
(except the share of the remeasurements of thaedkfienefit plans) of associates accounted for
using the equity method.

The application of the above amendments did nailtr@s any impact on the net profit for the
period, other comprehensive income for the yeat ¢fiencome tax), and total comprehensive
income for the year.

As noted above, the adoption of IFRS 2013 versiahthe related amendments to the Regulations
Governing the Preparation of Financial Reports lecusities Issuers has effect only on the

presentation and disclosures of the consolidate@héiial statements but no significant impact on

assets, liabilities and equity.

b. New IFRSs in issue but not yet endorsed by @€ F

On March 10, 2016, the FSC announced the scopER$3 to be endorsed and will take effect from
January 1, 2017. The scope includes all IFRSswiea¢ issued by the IASB before January 1, 2016
and have effective dates on or before January 17,20hich means the scope excludes those that are
not yet effective as of January 1, 2017 such asSIBRFinancial Instruments” and IFRS 15 “Revenue
from Contracts with Customers” and those with uedained effective date. In addition, the FSC
announced that the Group should apply IFRS 15isgadanuary 1, 2018. As of the date the
consolidated financial statements were authorizedskue, the FSC has not announced the effective
dates of other new, amended and revised standaddsterpretations.

The Group has not applied the following New IFRSsued by the IASB but not yet endorsed by the
FSC.

Effective Date

New IFRSs Announced by IASB (Note 1)
Annual Improvements to IFRSs 2010-2012 Cycle July 1, 2014 (Note 2)
Annual Improvements to IFRSs 2011-2013 Cycle July 1, 2014
Annual Improvements to IFRSs 2012-2014 Cycle January 1, 2016 (Note 3)
IFRS 9 “Financial Instruments” January 1, 2018

Amendments to IFRS 9 and IFRS 7 “Mandatory Effecdate of January 1, 2018
IFRS 9 and Transition Disclosures”
Amendments to IFRS 10 and IAS 28 “Sale or Contitdsuof Assets To be determined by IASB
between an Investor and its Associate or Joint iefit
Amendments to IFRS 10, IFRS 12 and IAS 28 “Invesiintmtities:  January 1, 2016
Applying the Consolidation Exception”
Amendment to IFRS 11 “Accounting for Acquisitionfsleterests in ~ January 1, 2016
Joint Operations”

IFRS 15 “Revenue from Contracts with Customers” January 1, 2018
IFRS 16 “Leases” January 1, 2019
Amendment to IAS 1 “Disclosure Initiative” January 1, 2016
(Continued)
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Effective Date

New IFRSs Announced by IASB (Note 1)
Amendment to IAS 7 “Disclosure Initiative” January 1, 2017
Amendments to IAS 12 “Recognition of Deferred TassAts for January 1, 2017

Unrealized Losses”

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

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

Amendment to IAS 19 “Defined Benefit Plans: Emm@ey July 1, 2014
Contributions”

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

Amendment to IAS 36 “Impairment of Assets: Recabée Amount January 1, 2014
Disclosures for Non-financial Assets”
Amendment to IAS 39 “Novation of Derivatives andnfiouation of January 1, 2014
Hedge Accounting”
IFRIC 21 “Levies” January 1, 2014
(Concluded)

Note 1. Unless stated otherwise, the above New $F&€ effective for annual periods beginning on
or after their respective effective dates.

Note 2: The amendment to IFRS 2 applies to shaseebpayment transactions with grant date on or
after July 1, 2014; the amendment to IFRS 3 applidmisiness combinations with acquisition
date on or after July 1, 2014; the amendment toSIFR is effective immediately; the
remaining amendments are effective for annual gereginning on or after July 1, 2014.

Note 3: The amendment to IFRS 5 is applied prospdgtto changes in a method of disposal that
occur in annual periods beginning on or after Jania2016; the remaining amendments are
effective for annual periods beginning on or afi@nuary 1, 2016.

The initial application of the above New IFRSs wénegr applied, would not have any material impact
on the Group’s accounting policies, except forftllowing:

1) IFRS 9 “Financial Instruments”

Recognition and measurement of financial assets

With regards to financial assets, all recognizedricial assets that are within the scope of IAS 39
“Financial Instruments: Recognition and Measurefhare subsequently measured at amortized
cost or fair value. Under IFRS 9, the requirenfenthe classification of financial assets is ddate
below.

For the Group’s debt instruments that have coniedctash flows that are solely payments of
principal and interest on the principal amount tautding, their classification and measurement are
as follows:

a) For debt instruments, if they are held withibusiness model whose objective is to collect the
contractual cash flows, the financial assets arasomed at amortized cost and are assessed for
impairment continuously with impairment loss reciagd in profit or loss, if any. Interest
revenue is recognized in profit or loss by usirg dffective interest method;

-12 -



2)

3)

b) For debt instruments, if they are held withibuwsiness model whose objective is achieved by
both the collecting of contractual cash flows ahd selling of financial assets, the financial
assets are measured at fair value through othepretransive income (FVTOCI) and are
assessed for impairment. Interest revenue is reped in profit or loss by using the effective
interest method, and other gain or loss shall lbeg®ized in other comprehensive income,
except for impairment gains or losses and foreighange gains and losses. When the debt
instruments are derecognized or reclassified, timutative gain or loss previously recognized
in other comprehensive income is reclassified femuity to profit or loss.

Except for above, all other financial assets aregueed at fair value through profit or loss.
However, the Group may make an irrevocable elediopresent subsequent changes in the fair
value of an equity investment (that is not held tfrading) in other comprehensive income, with
only dividend income generally recognized in profit loss. No subsequent impairment
assessment is required, and the cumulative gainloss previously recognized in other
comprehensive income cannot be reclassified fromtyetp profit or loss.

The impairment of financial assets

IFRS 9 requires that impairment loss on financéaleds is recognized by using the “Expected Credit
Losses Model”. The credit loss allowance is regfliifor financial assets measured at amortized
cost, financial assets mandatorily measured at FMJ @ase receivables, contract assets arising
from IFRS 15 “Revenue from Contracts with Custorhecertain written loan commitments and
financial guarantee contracts. A loss allowanedie 12-month expected credit losses is required
for a financial asset if its credit risk has natreased significantly since initial recognition. 1@ss
allowance for full lifetime expected credit lossesequired for a financial asset if its credikrizas
increased significantly since initial recognitiondais not low. However, a loss allowance for full
lifetime expected credit losses is required fodéraieceivables that do not constitute a financing
transaction.

For purchased or originated credit-impaired finah@ssets, the Group takes into account the
expected credit losses on initial recognition itcekating the credit-adjusted effective interegera
Subsequently, any changes in expected losses amgnieed as a loss allowance with a
corresponding gain or loss recognized in profiioss.

IFRS 16 “Leases”

IFRS 16 sets out the accounting standards for dethegt will supersede IAS 17 and a number of
related interpretations.

Under IFRS 16, if the Group is a lessee, it shedbgnize right-of-use assets and lease liabilities

all leases on the consolidated balance sheets tekmefow-value and short-term leases. The
Group may elect to apply the accounting methodlamd the accounting for operating lease under
IAS 17 to the low-value and short-term leases. tl@nconsolidated statements of comprehensive
income, the Group should present the depreciatigerese charged on the right-of-use asset
separately from interest expense accrued on thee |&ability; interest is computed by using
effective interest method. On the consolidatedestants of cash flows, cash payments for the
principal portion of the lease liability are cldssi within financing activities; cash payments for
interest portion are classified within operating\ates.

Amendments to IAS 12 “Recognition of Deferreck Pessets for Unrealized Losses”
The amendment clarifies that the difference betwibencarrying amount of the debt instrument
measured at fair value and its tax base givestdsa temporary difference, even if there are

unrealized losses on that asset, irrespective @tivein the Group expects to recover the carrying
amount of the debt instrument by sale or by holdirmgnd collecting contractual cash flows.
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In addition, in determining whether to recognizelederred tax asset, the Group should assess a
deductible temporary difference in combination widli of its other deductible temporary
differences, unless the tax law restricts the a#ilon of losses as deduction against income of a
specific type, in which case, a deductible tempodiiference is assessed in combination only with
other deductible temporary differences of the appate type. The amendment also stipulates
that, when determining whether to recognize a dedetax asset, the estimate of probable future
taxable profit may include some of the Group’s tsas more than their carrying amount if there is
sufficient evidence that it is probable that the@r will achieve the higher amount, and that the
estimate for future taxable profit should exclude tleductions resulting from the reversal of
deductible temporary differences.

Except for the above impact, as of the date thesaatated financial statements were authorized for
issue, the Group is continuously assessing theilpesmpact that the application of other standards
and interpretations will have on the Group’s finahgosition and financial performance, and will
disclose the relevant impact when the assessmeatripleted.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Statement of Compliance

The consolidated financial statements have beegpaped in accordance with the Regulations Governing
the Preparation of Financial Reports by Securiiegers and IFRSs as endorsed by the FSC.

The Cause and Effect of Restatement of Financial &ements

As recorded in the minutes of meetings of the Caipan’s board of directors on August 11, 2016 ard
stipulated in the declaration of Mr. Khein Seng Rbha Chairman of the Corporation, Mr. Khein Seng P
has substantial control over the operations andagement of Everspeed Technology Group (including
Everspeed Technology Limited, Memoryexchange Cearpmm (controlled since October 2010), Cloud
Solution Global Limited (established on October 2%12), and Fast Choice Global Limited (establistied
May 23, 2013)) and Twinson Electronics Corpora(ib®0% acquired by the Corporation on December 25,
2014 and renamed as Ostek Corporation) and, threrefbese companies are related parties of the
Corporation. On September 1, 2016, the Corporaeoeived Rule No. 1050036477 issued by the FSC
which mandated and acknowledged that the mentiaoagpanies are controlled entities that should be
included in the consolidated financial statemeniBo conform to the Rule, the Corporation has restis
consolidated financial statements from Januarn@92o0 June 30, 2016.

The Corporation does not have any equity interiest&verspeed Technology Group. Therefore, in the
consolidated financial statements after restatenteatequity of Everspeed Technology Group is elytir
reported as non-controlling interests, and the nmeqloss) and other comprehensive income (loss) of
Everspeed Technology Group is entirely reportedagscontrolling interests.

As stated above, on December 25, 2014, the Corporatquired 100% of Twinson Electronics Corp’s
shares and became a wholly owned subsidiary dféesatquisition date; the Corporation did not haigt a
interests in the company before the acquisitior.dafherefore, in the consolidated financial statets
after restatement, the equity of Twinson Electreriorp before the acquisition date was entirelyptepl
as non-controlling interests, and the income (les&) other comprehensive income (loss) of the cogpa
before the acquisition date was entirely reportea@n-controlling interests. In addition, the aoaing

of the acquisition was considered as equity traitac
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The Group has restated its consolidated finanteéments for the years ended December 31, 2015 and
2014 in accordance with the consolidation basistimeed above. The effects of the restatement en th
consolidated financial statements were as follows:

Amount before Affected Amount after
The Effect on Assets, Liabilities, and Equity Restatement Amount Restatement
December 31, 2015
Assets
Current assets $ 24,206,141 $ 617,480 $ 24,823,621
Non-current assets 3,546,282 48,884 3,595,166
Total assets $ 27,752,423 $ 666,364 $ 28,418,787
Liabilities
Current liabilities $ 7327671 $ 472,241 $ 7,799,912
Non-current liabilities 68,087 926 69,013
Total liabilities $ 7395758 $ 473,167 $ 7,868,925
Equity
Attributed to owners of the company $ 20,328,329 $ - $ 20,328,329
Attributed to non-controlling interests 28,336 193,197 221,533
Total equity $ 20,356,665 $ 193,197 $ 20,549,862
December 31, 2014
Assets
Current assets $ 19,920,540 $ 801,012 $ 20,721,552
Non-current assets 2,888,005 88,234 2,976,239
Total assets $ 22808545 $ 889,246 $ 23,697,791
Liabilities
Current liabilities $ 6,238,262 $ 629,185 $ 6,867,447
Non-current liabilities 52,803 - 52,803
Total liabilities $ 6,291,065 $ 629,185 $ 6,920,250
Equity
Attributed to owners of the company $ 16,517,480 $ - $ 16,517,480
Attributed to non-controlling interests - 260,061 260,061
Total equity $ 16,517,480 $ 260,061 $ 16,777,541
For the years ended December 31, 2015
Operating revenues $ 37,178,103 $ 231,074 $ 37,409,177
Operating costs 29,541,921 239,792 29,781,713
Gross profit 7,636,182 (8,718) 7,627,464
Operating expenses 3,360,624 39,936 3,400,560
Operating income 4,275,558 (48,654) 4,226,904
(Continued)
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Impact on Total Comprehensive Income

Non operating income and expenses
Profit before income tax

Income tax expense

Net profit for the year

Other comprehensive income for the year

Total comprehensive income for the year
Net profit attributed to:

Owners of the company
Non-controlling interests

Total comprehensive income attributed to:

Owners of the company
Non-controlling interests

For the years ended December 31, 2014

Operating revenues

Operating costs

Gross profit

Operating expenses

Operating income

Non operating income and expenses
Profit before income tax

Income tax expense

Net profit for the year

Other comprehensive income for the year

Total comprehensive income for the year
Net profit attributed to:

Owners of the company
Non-controlling interests

Total comprehensive income attributed to:

Owners of the company
Non-controlling interests

Basis of Preparation

Amount before Affected Amount after
Restatement Amount Restatement
$ 256,274 $ (9,914) $ 246,360
4,531,832 (58,568) 4,473,264
574,303 2,268 576,571
3,957,529 (60,836) 3,896,693
(125,410) (6,028) (131,438)
3,832,119 66,864) 3,765,255

$ 4,000,009 $ - $ 4,000,009
(42,480) (60,836) (103,316)

$ 3957529 % (60,836) $ 3,896,693
$ 3,875,369 $ - $ 3,875,369
(43,250) (66,864) (110,114)

$ 3832119 $ (66,864) $ 3,765,255
$ 33,074,698 $ (255,166) $ 32,819,532
27,485,126 (34,828) 27,450,298
5,589,572 (220,338) 5,369,234
2,408,378 170,824 2,579,202
3,181,194 (391,162) 2,790,032
550,750 (18,353) 532,397
3,731,944 (409,515) 3,322,429
530,795 10,560 541,355
3,201,149 (420,075) 2,781,074
934 (4,108) (3,174)

$ 3202083 $ (424,183) $ 2,777,900
$ 3,201,149 $ - $ 3,201,149
- (420,075) (420,075)

$ 3201149 $ (420,075) $ 2,781,074
$ 3,202,083 $ - $ 3,202,083
- (424,183) (424,183)

$ 3202083 $ (424,183) $ 2,777,900

The consolidated financial statements have beguaped on the historical cost basis, except fomiime

instruments that are measured at fair values.
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The fair value measurements are grouped into Lelveéts 3 based on the degree to which the fair value
measurement inputs are observable and the sigmificaf the inputs to the fair value measuremeiritsin
entirety. These levels are described as follows:

a. Level 1 inputs are quoted prices (unadjustedktive markets for identical assets or liabilities

b. Level 2 inputs are inputs other than quotedegrincluded within Level 1 that are observabletfar
asset or liability, either directly (i.e., as psg®r indirectly (i.e., derived from prices); and

c. Level 3 inputs are unobservable inputs for gwetor liability.

Current and Non-current Assets and Liabilities

Current assets include:

a. Assets held primarily for the purpose of traging

b. Assets expected to be realized within twelve tafter the reporting period; and

c. Cash and equivalents, unless the asset isctestfrom being exchanged or used to settle dityalior
at least twelve months after the reporting period.

Current liabilities include:
a. Liabilities held primarily for the purpose cdling;
b. Liabilities due to be settled within 12 montfieathe reporting period; and

c. Liabilities for which the Group does not haveumrtonditional right to defer settlement for atsted2
months after the reporting period.

All other assets and liabilities are classifiedhans-current.
Basis of Consolidation

Principles for preparing consolidated financiatesti@ents

The consolidated financial statements incorporate financial statements of the Corporation and the
entities controlled by the Corporation.

Income and expenses of subsidiaries acquired quosksl of during the period are included in the
consolidated statement of profit or loss and otbemprehensive income from the effective date of
acquisition up to the effective date of disposalappropriate.

When necessary, adjustments are made to the falastatements of subsidiaries to bring their actiagn
policies into line with those used by the Corparati

All intra-group transactions, balances, income exygenses are eliminated in full upon consolidation.

Attribution of total comprehensive income to nomtolling interests

Total comprehensive income of subsidiaries is kaited to the owners of the Corporation and to the
non-controlling interests even if this resultshe hon-controlling interests having a deficit bakan
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Changes in the Group’s ownership interests in iexisubsidiaries

Changes in the Group’s ownership interests in gigréds that do not result in the Group losing oaint
over the subsidiaries are accounted for as equatysactions. The carrying amounts of the Group’s
interests and the non-controlling interests arestdp to reflect the changes in their relativerggts in the
subsidiaries. Any difference between the amounivbich the non-controlling interests are adjusted a
the fair value of the consideration paid or receii® recognized directly in equity and attributedthe
owners of the Corporation.

See Note 13, Tables 6 and 7 for the detailed irdtion of subsidiaries (including the percentage of
ownership and main business).

Foreign Currencies

In preparing the financial statements of each indizl group entity, transactions in currencies pthan
the entity’s functional currency (foreign currerg)i@are recognized at the rates of exchange pregaili the
dates of the transactions.

At the end of each reporting period, monetary itel@sominated in foreign currencies are retranslated
the rates prevailing at that date. Exchange diffees on monetary items arising from settlement or
translation are recognized in profit or loss in pleeiod in which they arise.

Nonmonetary items measured at fair value that amn@mhinated in foreign currencies are retranslatedea
rates prevailing at the date when the fair values watermined. Exchange differences arising on the
retranslation of nonmonetary items are includedpiafit or loss for the period except for exchange
differences arising from the retranslation of nonetary items in respect of which gains and losses a
recognized directly in other comprehensive incomewhich case, the exchange differences are also
recognized directly in other comprehensive income.

Nonmonetary items that are measured at historastlin a foreign currency are not retranslated.

For the purposes of presenting consolidated firsratatements, the assets and liabilities of theu@s
foreign operations (including of the subsidiariassociates, joint ventures or branches operatioshier
countries or currencies used different with thep@oation) are translated into New Taiwan dollarsgis
exchange rates prevailing at the end of each rieggperiod. Income and expense items are tramskite
the average exchange rates for the period. Exehatifferences arising are recognized in other
comprehensive income (attributed to the ownershef Corporation and non-controlling interests as
appropriate).

In relation to a partial disposal of a subsididrgttdoes not result in the Corporation losing adraver the
subsidiary, the proportionate share of accumulatedhange differences is re-attributed to non-cdiimigp
interests of the subsidiary and is not recognizegrofit or loss. For all other partial disposailse
proportionate share of the accumulated exchanderelifces recognized in other comprehensive incame i
reclassified to profit or loss.

Inventories

Inventories consist of raw materials, semifinishptbducts, work-in-process, finished goods and
merchandise, which are stated at the lower of oogtet realizable value. Inventory write-downs are
made by item, except where it may be appropriatgdap similar or related items. Net realizableugds
the estimated selling price of inventories lesseatimated costs of completion and costs necessamake
the sale. Inventories are recorded at weightedageecost at the end of the reporting period.
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Investment in Associates

An associate is an entity over which the Groupdigsificant influence and that is neither a sulasiginor
an interest in a joint venture.

The Group uses the equity method to account fanvisstments in associates and joint ventures.

Under the equity method, an investment in an aag®@ initially recognized at cost and adjustextenfter
to recognize the Group’s share of the profit oslaad other comprehensive income of the associdtee
Group also recognizes the changes in the Groupi®gf equity of associates.

When the Group subscribes for additional new shafdbe associate at a percentage different fr@m it
existing ownership percentage, the resulting cag@mount of the investment differs from the amaafmt
the Group’s proportionate interest in the associaléhe Group records such a difference as an awigumt
to investments with the corresponding amount clthagecredited to capital surplus changes of astexia
and joint ventures in the Group’s share of equitlf.the Group’s ownership interest is reduced duthe
additional subscription of the new shares of asdecithe proportionate amount of the gains or sse
previously recognized in other comprehensive incomelation to that associate is reclassifiedrafipor
loss on the same basis as would be required ifnthesstee had directly disposed of the related saswet
liabilities. When the adjustment should be debitedapital surplus, but the capital surplus reégph
from investments accounted for by the equity mettsodhsufficient, the shortage is debited to reddin
earnings.

When the Group determines impairment loss, thereemiarrying amount of the investment (including
goodwill) is tested for impairment as a single assecomparing its recoverable amount with its yiag
amount. Any impairment loss recognized forms mdrthe carrying amount of the investment. Any
reversal of that impairment loss is recognizedhto éxtent that the recoverable amount of the invest
subsequently increases.

The Group discontinues the use of the equity meftmd the date on which it ceases to have significa
influence. Any retained investment is measurefiatvalue at that date and the fair value is rdgdras
its fair value on initial recognition as a finaricasset. The difference between the previous iteyry
amount of the associate attributable to the retaimerest and its fair value is included in théedmination
of the gain or loss on disposal of the associaléne Group accounts for all amounts previously recag

in other comprehensive income in relation to tresoaiate on the same basis as would be requitédtif
associate had directly disposed of the relatedsaesdiabilities.

When a Group entity transacts with its associaigjtp and losses resulting from the transactiorik the
associate are recognized in the Group’ consolidiiedcial statements only to the extent of intexés the
associate that are not related to the Group.

Property, Plant and Equipment

Property, plant and equipment are stated at cesis laccumulated depreciation and accumulated
impairment loss.

Properties, plant and equipment in the course ofstcoction are carried at cost, less any recognized
impairment loss. Such assets are depreciatedlassified to the appropriate categories of propgignt
and equipment when completed and ready for intended

Depreciation is recognized using the straight-imethod. Each significant part is depreciated saphr.
The estimated useful lives, residual values andedégion method are reviewed at the end of each
reporting period.

On derecognition of an item of property, plant @augiipment, the difference between the sales preaceed
and the carrying amount of the asset is recogriizedofit or loss.
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Intangible Assets

Intangible assets with finite useful lives that aeuired separately are initially measured at eost
subsequently measured at cost less accumulatedtization and accumulated impairment loss.
Amortization is recognized on a straight-line basi§he estimated useful life, residual value, and
amortization method are reviewed at the end of eapbrting period, with the effect of any changes i
estimate being accounted for on a prospective basis

On derecognition of an intangible asset, the diffiee between the net disposal proceeds and thgncarr
amount of the asset is recognized in profit or.loss

Impairment of Tangible and Intangible Assets OtherThan Goodwill

At the end of each reporting period, the Groupewsi the carrying amounts of its tangible and intaleg
assets, excluding goodwill, to determine whetherdhis any indication that those assets have suffen
impairment loss. If any such indication exist® tecoverable amount of the asset is estimatectgr ¢o
determine the extent of the impairment loss. Whennot possible to estimate the recoverable amoti

an individual asset, the Group estimates the reable amount of the cash-generating unit to whiah t
asset belongs. Corporate assets are allocatetietcsrnallest group of cash-generating units on a
reasonable and consistent basis of allocation.

Intangible assets with indefinite useful lives anthangible assets not yet available for use areedefor
impairment at least annually, and whenever theam imdication that the asset may be impaired.

Recoverable amount is the higher of fair value lessts to sell and value in use. If the recoverabl
amount of an asset or cash-generating unit is at#onto be less than its carrying amount, the cagry
amount of the asset or cash-generating unit iscestitio its recoverable amount, with the resulting
impairment loss recognized in profit or loss.

When an impairment loss is subsequently reversedzarrying amount of the asset or cash-generanitg

is increased to the revised estimate of its reableramount, but only to the extent of the carnangpunt
that would have been determined had no impairnus# been recognized for the asset or cash-gergeratin
unit in prior years. A reversal of an impairmesgd is recognized immediately in profit or loss.

Financial Instruments

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

Financial assets and financial liabilities areiatiy measured at fair value. Transaction costd #ire
directly attributable to the acquisition or issuk fimancial assets and financial liabilities (othéran
financial assets and financial liabilities at fa@ue through profit or loss) are added to or déestlidrom
the fair value of the financial assets or finandiabilities, as appropriate, on initial recognitio
Transaction costs directly attributable to the @tjan of financial assets or financial liabiligeat fair
value through profit or loss are recognized immiadljain profit or loss.

a. Financial assets

All regular way purchases or sales of financiaktsare recognized and derecognized on a trade date
basis.

Financial assets are classified into the followgalegories: Financial assets at fair value through
profit or loss, available-for-sale financial assetsd loans and receivables.

-20 -



1) Financial assets at fair value through profilosss

Financial assets are classified as at fair valusutih profit or loss when the financial asset ilslhe
for trading.

Financial assets at fair value through profit aslare stated at fair value, with any gains oreess
arising on remeasurement recognized in profit s.lo0 The net gain or loss recognized in profit or
loss does not incorporate any dividend or inteeashed on the financial asset. Refer to Note 27
for related disclosures.

2) Available-for-sale financial assets

Available-for-sale financial assets are non-deit that are either designated as available-fler-sa
or are not classified as loans and receivabled-toematurity investments or financial assets at fa
value through profit or loss.

Available-for-sale financial assets are measurgdiatvalue. Changes in the carrying amount of

available-for-sale monetary financial assets ne¢ato changes in foreign currency exchange rates,
interest income calculated using the effectiverade method and dividends on available-for-sale
equity investments are recognized in profit or los®ther changes in the carrying amount of

available-for-sale financial assets are recognizedther comprehensive income and will be

reclassified to profit or loss when the investmisrdisposed of or is determined to be impaired.

Dividends on available-for-sale equity instrumeants recognized in profit or loss when the Group’s
right to receive the dividends is established.

Available-for-sale equity investments with no qubtmarket prices in an active market and with

fair values that cannot be reliably measured amdaté/es that are linked to and must be settled by
the delivery of these unquoted equity investmeres measured at cost less any identified

impairment loss at the end of each reporting pedod are presented in a separate line item as
financial assets carried at cost. If, in a subsatperiod, the fair value of the financial assets

be reliably measured, the financial assets are asuned at fair value. The difference between

carrying amount and fair value is recognized ineotbomprehensive income on financial assets.
Any impairment losses are recognized in profit ksd.

b. Loans and receivables

Loans and receivables (including notes and accaestsivable, cash and cash equivalents, and debt
investments with no active market) are measuretatrtized cost using the effective interest method,
less any impairment. Interest income is recognlaedpplying the effective interest rate, except fo
short-term receivables when the effect of discagnis immaterial.

Cash equivalent includes time deposits with origmaturities within three months from the date of
acquisition, highly liquid, readily convertible ta known amount of cash and be subject to an
insignificant risk of changes in value. These ceghivalents are held for the purpose of meeting
short-term cash commitments.

c. Impairment of financial assets
Financial assets, other than those at fair valueugh profit or loss, are assessed for indicatdrs o
impairment at the end of each reporting period.nafcial assets are considered to be impaired when

there is objective evidence that, as a result af on more events that occurred after the initial
recognition of the financial assets, the estimétae cash flows of the investment have been tdtec
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For financial assets carried at amortized costhsas trade receivables, assets are assessed for
impairment on a collective basis even if they wassessed not to be impaired individually. Objectiv
evidence of impairment for a portfolio of receiveblcould include the Group’s past experience of
collecting payments, an increase in the numberetdy@d payments in the portfolio past the average
credit period, as well as observable changes iomaltor local economic conditions that correlaithw
default on receivables, and other situation.

For financial assets carried at amortized cost,atm@unt of the impairment loss recognized is the
difference between the asset’s carrying amountthadoresent value of estimated future cash flows,
discounted at the financial asset’s original effecinterest rate.

For financial assets measured at amortized costinifa subsequent period, the amount of the
impairment loss decreases and the decrease cagldbedrobjectively to an event occurring after the
impairment was recognized, the previously recoghimepairment loss is reversed through profit or
loss to the extent that the carrying amount ofitlrestment at the date the impairment is reverses d
not exceed what the amortized cost would have hadrihe impairment not been recognized.

For available-for-sale equity investments, a sigaiit or prolonged decline in the fair value of the
security below its cost is considered to be objeatividence of impairment.

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

In respect of available-for-sale equity securitiggpairment loss previously recognized in profilass
are not reversed through profit or loss. Any iasein fair value subsequent to an impairmentifss
recognized in other comprehensive income. In mspé available-for-sale debt securities, the
impairment loss is subsequently reversed througfitpr loss if an increase in the fair value oéth
investment can be objectively related to an eveotising after the recognition of the impairmerddo

For financial assets that are carried at cost,atineunt of the impairment loss is measured as the
difference between the asset’s carrying amountlaagresent value of the estimated future cashsflow
discounted at the current market rate of returrafeimilar financial asset. Such impairment lo#s w
not be reversed in subsequent periods.

The carrying amount of the financial asset is redulsy the impairment loss directly for all finaricia
assets with the exception of trade receivablesravtiee carrying amount is reduced through the fise o
an allowance account. When a trade receivablerisidered uncollectible, it is written off agaitis¢
allowance account. Subsequent recoveries of ammqueviously written off are credited against the
allowance account. Changes in the carrying amofitite allowance account are recognized in profit
or loss.

Derecognition of financial assets

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

On derecognition of a financial asset in its etyiréhe difference between the carrying amount thed
sum of the consideration received and receivablk the cumulative gain or loss that had been
recognized in other comprehensive income is reeegnin profit or loss.

Provision

Provisions are recognized when the Group has @prebligation (legal or constructive) as a resdla
past event, it is probable that the Group will bguired to settle the obligation, and a reliablérege can
be made of the amount of the obligation.
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Revenue Recognition

Revenue is measured at the fair value of the cersidn received or receivable. Revenue is redémed
estimated customer returns, rebates and othermsialibwances.

a. Sale of goods

Revenue from the sale of goods is recognized whergbods are delivered and titles have passed, at
which time all the following conditions are satésfi

®* The Group has transferred to the buyer the siganitirisks and rewards of ownership of the goods;

e The Group retains neither continuing managerilvement to the degree usually associated with
ownership nor effective control over the goods sold

e The amount of revenue can be measured reliably;
e |tis probable that the economic benefits assediatith the transaction will flow to the Group; and
® The costs incurred or to be incurred in respeth®@ftransaction can be measured reliably.

The Group does not recognize sales revenue on ialatelelivered to subcontractors because this
delivery does not involve a transfer of risks asatards of materials ownership.

Specifically, sales of goods are recognized whardgare delivered and title has passed.

b. Rendering service income
Service income is recognized when services areagedy

c. Dividend and interest income
Dividend income from investments is recognized whenshareholder’s right to receive payment has
been established provided that it is probable teteconomic benefits will flow to the Group aneé th
amount of income can be measured reliably.
Interest income from a financial asset is recoghizlen it is probable that the economic benefils wi
flow to the Group and the amount of income can bagured reliably. Interest income is accrued on a

time basis, by reference to the principal outstagdind at the effective interest rate applicable.

Leasing

Leases are classified as finance leases whenexégrths of the lease transfer substantially alridles and
rewards of ownership to the lessee. All otherdease classified as operating leases.

a. The Group as lessor

Rental income from operating leases is recognized straight-line basis over the term of the rak¢va
lease.

b. The Group as lessee

Operating lease payments are recognized as ansxpeara straight-line basis over the lease term.
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Employee Benefits Costs
a. Short-term employee benefits

Liabilities recognized on short-term employee bégefre measured at the undiscounted amount of the
benefits expected to be paid in exchange for tlage service.

b. Retirement benefits

Payments to defined contribution retirement benefdns are recognized as an expense when
employees have rendered service entitling therhda@ontributions.

Defined benefit costs (including service cost,intdrest and remeasurement) under the defined ibenef
retirement plans are determined using the projectedcredit method. Service cost and net interest
on the net defined benefit liability (asset) areognized as employee benefit expense in the pérmd
occur. Remeasurement, comprising actuarial gaiddasses, and the return on plan assets (excluding
interest), is recognized in other comprehensiveonme in the period in which they occur.
Remeasurement recognized in other comprehensivemimcis reflected immediately in retained
earnings and will not be reclassified to profilass.

Net defined benefit liability (asset) represents dictual deficit (surplus) in the Group’s defineshéfit
plan. Any surplus resulting from this calculatiisnlimited to the present value of any refunds from
the plans or reductions in future contributionsh® plans.
c. Termination benefits
A liability for a termination benefit is recognizeat the earlier of when the Group can no longer
withdraw the offer of the termination benefit or evhthe Group recognizes any related restructuring
costs.
Share-based Payment Arrangements - Employee Sharegp@ons
The fair value determined at the grant date ofelmployee share options is expensed on a straigt-li
basis over the vesting period, based on the Grdugss estimates of the number of shares or optloats
are expected to ultimately vest, with a correspogdncrease in capital surplus - employee sharemgpt
It is recognized as an expense in full at the gdaie if vesting immediately.
At the end of each reporting period, the Groupsewiits estimate of the number of employee sharensp
expected to vest. The impact of the revision ef dhiginal estimates is recognized in profit orslesich
that the cumulative expense reflects the revis¢ichate, with a corresponding adjustment to the tehpi
surplus - employee share options.
Taxation
Income tax expense is the sum of the current tgalpa and deferred tax.

a. Current tax

According to the Income Tax Law, an additional &aX1L0% of unappropriated earnings is provided as
income tax in the year the shareholders approvetain the earnings.

Adjustments of prior years’ tax liabilities are inded in the current year’s tax provision.
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b. Deferred tax

Deferred tax is recognized on temporary differenbesnveen the carrying amount of assets and
liabilities in the consolidated financial statenwerdnd the corresponding tax bases used in the
computation of taxable profit. Deferred tax li#tids are generally recognized for all taxable
temporary differences. Deferred tax assets arergiy recognized for all deductible temporary
differences and unused loss carry forward to thiergxhat it is probable that taxable profits viaé
available against which those deductible tempodé#fgrences can be utilized.

Deferred tax liabilities are recognized for taxatdmporary differences associated with investmants
subsidiaries and associates, except where the Gsoaple to control the reversal of the temporary
difference and it is probable that the temporaffedénce will not reverse in the foreseeable future
Deferred tax assets arising from deductible tempaidferences associated with such investments and
interests are recognized only to the extent thist frobable that there will be sufficient taxaplefits
against which to utilize the benefits of the tengpgrdifferences and they are expected to revertieein
foreseeable future.

The carrying amount of deferred tax assets is vwedkeat the end of each reporting period and reduced
to the extent that it is no longer probable thdficgant taxable profits will be available to alloall or

part of the asset to be recovered. Previouslyoogrized deferred tax assets are also reviewdtkat t
end of each reporting period and recognized toetktent that it is probable that sufficient taxable
profits will be available to allow all or part di¢ asset to be recovered.

Deferred tax liabilities and assets are measuréukatx rates that are expected to apply to thege
which the liability is settled or the asset readizbased on tax rates and tax laws that have beetes

or substantively enacted by the end of the repprieriod. The measurement of deferred tax
liabilities and assets reflects the tax consequebesed on the manner in which the Group expects, a
the end of the reporting period, to recover orneélte carrying amount of its assets and liabditie

c. Current and deferred tax for the year

Current and deferred tax are recognized in prafitogs, except when they relate to items that are
recognized in other comprehensive income, in whielke, the current and deferred tax are also
recognized in other comprehensive income.

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

In the application of the Group’s accounting p@agimanagement is required to make judgments, astém
and assumptions about the carrying amount of aasetdiabilities that are not readily apparent frother
sources. The estimates and associated assumptierisased on historical experience and other fctor
that are considered relevant. Actual results nifigrdrom these estimates.

The estimates and underlying assumptions are redewn an ongoing basis. Revisions to accounting
estimates are recognized in the period in whictestgnate is revised if the revision affects ohigttperiod
or in the period of the revision and future periddbe revision affects both current and futureipds.

a. Estimated impairment of trade receivables

When there is objective evidence of impairment,ltiss Group takes into consideration the estimation
of future cash flows. The amount of the impairmiasts is measured as the difference between the
asset’s carrying amount and the present valuetohaed future cash flows (excluding future credit
losses that have not been incurred) discountetieafimancial asset's original effective interesiera
Where the actual future cash flows are less thape@®d, a material impairment loss may arise.
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b. Write-down of inventory

Net realizable value of inventory is the estimagelling price in the ordinary course of business ke
estimated costs of completion and the estimatets cexcessary to make the sale. The estimation of
net realizable value was based on current markedittons and the historical experience of selling
products of a similar nature. Changes in marketditions may have a material impact on the
estimation of net realizable value.

c. Provision for sales returns and allowances
Provision for sales returns and allowances retethd Corporation’s best estimate of the futurélowt
of the economic resources that will be requiredtfar settlement of the Corporation’s obligations.
The estimate has been made on the basis of h@takperience, management’s judgment, and any
known factors that would significantly affect salesturns and allowances, changes in market
conditions may have a material impact on the esttmaf provision.

6. CASH AND CASH EQUIVALENTS

December 31

2015 2014
Cash on hand $ 98 3 100
Checking accounts and demand accounts 7,705,446 5,217,965
Cash equivalents
Time deposits with original maturities of less 3ntits 4,700,052 3,339,858

$ 12,405,596 $ 8,557,923

7. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS - CURRENT

December 31

2015 2014
Financial assets held for trading
Beneficial certificates - open-end funds $ 2,150,244 $ 1,982,296
Domestic quoted stocks 76,560 100,399

$ 2,226,804 $ 2,082,695

8. DEBT INVESTMENTS WITH NO ACTIVE MARKET - CURREN T

December 31

2015 2014
Certificates of deposits $ 20,408 $ 20,819

See Note 30 for more information on debt investsme&nth no active market.
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9. NOTES AND ACCOUNTS RECEIVABLE, NET

December 31

2015 2014
Notes and accounts receivable - trade
Third parties $ 4,197,226 $ 3,879,795
Related parties 370,224 247,488
4,567,450 4,127,283
Less: Allowance for doubtful accounts 133,698 72,000
Notes and accounts receivable, net $ 4433752 $ 4,055,283
Other receivables
Income tax refund receivable $ 204,785 $ 230,977
Factored accounts receivable 147,260 104,337
Others 32,279 36,756
Other receivables $ 384324 $ 372,070

Accounts Receivable - Trade

Of the balances of trade receivables that werechasat the end of the reporting period, the Giteagh not
recognized an allowance for impaired trade recédgbecause there had been no significant change in
credit quality and the amounts were still considerezoverable. The Group did not hold any colkdter
other credit enhancements for these balances woit diave a legal right to make offsets against any
amounts owed by the Group to the counter-party.

The aging of receivables was as follows:

December 31

2015 2014
Not past due $ 4,065,359 $ 3,771,127
1-60 days 382,596 288,138
61-90 days 47,473 159
91-120 days 31,551 17,050
More than 121 days 40,471 50,809

$ 4,567,450 $ 4,127,283
The above analysis was based on the past dueay®hd of credit term.

The Group had no receivables that were past duediuimpaired.
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10.

Movements in the allowance for impairment loss gegoed on trade receivables were as follows:

Individually Collectively
Assessed for Assessed for
Impairment Impairment Total
Balance at January 1, 2014 $ 28,474 $ 28,209 $ 56,683
Add: Impairment losses recognized on
receivables - 15,317 15,317
Balance at December 31, 2014 28,474 43,526 72,000
Add: Impairment losses recognized on
receivables 55,048 6,650 61,698
Balance at December 31, 2015 $ 83522 $ 50,176 $ 133,698

The Group individually recognized impairment lossas trade receivables of $83,522 thousand and
$28,474 thousand as of December 31, 2015 and 2684dectively. These amounts mainly pertained to
customers that were in liquidation or in severaricial difficulties. The Group had no collateréds

these receivables.

The factored accounts receivable were as follows:

Factored Collected
Factor Amount Amount Prepayment
For the year ended
December 31, 2015
HSBC Bank US$ 51,684 US$ 47,198 $ -
For the year ended
December 31, 2014
HSBC Bank US$ 46,399 US$ 43,103 -

Note: Under other receivables.

The limit above was used on a revolving basis.

(In Thousands)

Discount Factor’s
Rate (%) Limit
- US$ 12,150
- US$ 19,120

The factor was HSBC Bank (Taiwan) Limited. Thikesaas without recourse.

INVENTORIES
December 31
2015 2014

Merchandise $ - $ 50,053
Finished goods 61,769 48,506
Semifinished products 720,852 754,346
Work in process 1,285,493 1,102,928
Raw materials 3,183,262 3,580,895

$ 5,251,376 $ 5,536,728
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The costs of inventories recognized as cost of gosald were $29,781,713 thousand in 2015 and
$27,450,298 thousand in 2014. Cost of goods sulided reversal write-downs of inventory $13,062
thousand and $16,366 thousand in 2015 and 201gkateeely.

11. AVAILABLE-FOR-SALE FINANCIAL ASSETS - NON-CURRE NT

December 31

2015 2014
Private equity
Domestic listed, common shares $ 295,950 $ -

The Corporation obtained shares issued by Apacehnriaogy Inc. in a private placement. Under Adicl
43-8 of the Securities and Exchange Act, the teansffthese shares is restricted.

12. FINANCIAL ASSETS MEASURED AT COST - NON-CURRENT

December 31

2015 2014
Domestic unlisted common stocks $ 446,045 $ 267,031
Overseas unlisted common stocks 159,174 121,690

$ 605,219 $ 388,721

Classified according to categories

Available-for-sale $ 605,219 $ 388,721
Management believed that the above unlisted edmitgstments held by the Group have fair value that
cannot be reliably measured due to the significange of reasonable fair value estimates; therdforg
were measured at cost less impairment at the etieb gEporting period.

The Group recognized impairment losses of $46,8blgand in 2015 and $30,878 thousand in 2014 on
domestic and foreign stocks.

13. SUBSIDIARIES
a. Subsidiaries included in the consolidated fingreport

The main structure of consolidated financial staenprepared as follows:

Investment Percentage
December 31

Investor Investee (Note 1) Main Businesses and Products 2015 2014 Note
Phison Electronics Corp. Lian Xu Dong Investment Investment 100 100
Corporation
Phison Electronics Japan Sales and service office 100 100
Corp.
Emtops Electronics Corp. Sell flash memory controllers and 100 100
peripheral system applications
products
(Continued)
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Investor

Global Flash Limited

Core Storage Electronic
(Samoa) Limited

Phisontech Electronics
(Malaysia) Sdn. Bhd.

Lian Xu Dong Investment
Corporation

Epostar Electronics (BVI)
Corporation

Everspeed Technology
Limited

Investee (Note 1)

Phisontech Electronics
(Malaysia) Sdn. Bhd.

Global Flash Limited

Epostar Electronics (BVI)
Corporation

Everspeed Technology
Limited

Phisontech (Shenzhen)
Limited

Core Storage Electronic
(Samoa) Limited

Hefei Core Storage
Electronic Limited

Phisontech Electronics
Taiwan Corp.

Ostek Corporation

Epostar Electronics
Corporation

Memoryexchange
Corporation

Cloud Solution Global
Limited

Investment Percentage

December 31

Main Businesses and Products

Design, produce and sell flash memory
controllers and peripheral system
applications

Investment and trade

Investment

Trading of electronic components

Design, R&D, import and export
storage devices and electronics
Investment and trade

Design, R&D, production and sale of
integrated circuits, systems and
electronics hardware and software
and rendering related services.

Design ASIC and R&D, manufacture,
and sell ASIC of IP and technical
support service

Manufacture and trading of electronic
components

Design, produce and sell flash memory
controllers and peripheral system
applications

Design and sell flash memory related
products

Trading of electronic components

Fast Choice Global Limited Trading of electronic components

2015

87

100
60

100

100

100

100

100

100

94

100

100

2014 Note
100 Note 1
100 -

- Note 2
- Note 7
100 -
- Note 3
- Note 4
100 -
100 Note 5
and
Note 7
- Note 6
94 Note 7
100 Note 7
100 Note 7
(Concluded)

Note 1: The equity transactions with non-contrgjlinterests please refer to Note 26.

Note 2: The Corporation’s participation on March 2815 in the investee’s cash capital increase was

based on its percentage of shareholding of thesteee

Note 3: Established in April 2015.

Note 4: Established in July 2015.

Note 5: The subsidiary was acquired on Decembe?2@54.

Note 6: The Corporation participated in the inve'stecash capital increase based on its percentage
shareholding of 99.91% of the investee, and pusshése remaining outstanding shares from

the non-controlling interest on April 10, 2015 dbelcember 30, 2015.

Note 7: please refer to note 4 for the more infdiomeon restated reasons.

Subsidiaries not included in the consolidatedricial report:

None

During the preparation of the consolidated fmainstatements, the substantial transactions lestiee
consolidated entities were entirely written off.
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14. INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD

December 31
Investments in Associates 2015 2014

Unlisted stocks

Material associates

Kingston Solutions Inc. $ 658,526 $ 610,400
Associates that are not individually material

Manutius IP Inc. 25,149 89,279

Microtops Design Corporation 21,678 21,421

PMS Technology Corporation 2,124 1,923

Flexmedia Electronics Corporation 1,278 9,120

Asadhya Enterprises Private Limited - 633

$ 708,755 $ 732,776

a. Material joint venture

December 31
Associate 2015 2014

Kingston Solutions Inc. 32.91 32.91

Refer to Table 6 “Information on Investees” for teture of activities, principal place of businassi
country of incorporation of the joint venture.

The summarized financial information below représemounts shown in the joint venture’s financial
statements prepared in accordance with IFRSs adjlstthe Group for equity accounting purposes.

Kingston Solutions Inc.

December 31

2015 2014
Current assets $ 3,192,178 $ 3,317,849
Non-current assets 205,126 190,624
Current liabilities (1,215,305) (1,653,717)
Non-current liabilities (181,010) -
Equity $ 2,000,989 $ 1,854,756
Equity attributable to owners of the parent $ 658,526 $ 610,400

For the Year Ended December 31

2015 2014
Operating revenue $ 12,811,095 $ 11,357,070
Net profit for the year $ 146,234 $ 490,053
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15.

b. Aggregate information of joint ventures that aot individually material

For the Year Ended December 31
2015 2014

The Group’s share of:
Net loss for the year $ (68,862) $ (5,453)

Other comprehensive income 8,759
Total comprehensive income (loss) for the year $ (68,862) $ 3,306

The financial year end date for Microtops is MaBdh For the purpose of applying the equity metbbd
accounting, the consolidated financial statemehth® Microtops as of March 31, 2015 and 2014 have
been used as the Group considers that it is impadte for Microtops to prepare a separate seinahtial
statements as of December 31. Appropriate adjudsrieave been made accordingly for the effects of
significant transactions between those dates awemieer 31, 2015 and 2014.

All the aforementioned associates are accountedsiog the equity method.

Except for Manutius IP Inc. and Asadhya EnterprBagate Limited, investments accounted for by gsin
the equity method, and the share of profit or lrsg other comprehensive income of those investmalhts
investments were calculated based on financiaérskants that have been audited. Management of the
Group believes that the unaudited financial statdmef these aforementioned investees does ndt iesu
any material impacts.

Note: In April 2014, Emtops Electronics Corporatiand Fast Choice Global Limited invested in
Manutius IP, Inc. for 19% and 48% of the sharespeetively. However, the Corporation did not
have substantial control over Manutius IP, Inc., Manutius IP, Inc. was recognized as
equity-method investee and not as consolidatedyentManutius IP, Inc. had been approved to
dissolve by the USA local government on July 8,601

PROPERTY, PLANT AND EQUIPMENT

Land Testing Office Other Construction
Land Improvements Buildings Equipment Equipment Equipment in Progress Total
Cost
Balance, January 1, 2014 $ 547,014 $ 18,695 $ 998,411 $ 187,262 $ 35,288 $ 10,602 $ - $ 1,797,272
Additions - 6,270 9,159 44,672 9,498 191 2,790 72,580
Disposal - - (36,841) (4,303) (365) - (41,509)
Net exchange differences - - - (96) (58) (39) - (193)
Others - 3,030 45,192 12,494 - - (2.790) 57,926
Balance, December 31, 2014 $ 547,014 $ 27,995 $ 1,052,762 $ 207,491 $ 40,425 $ 10,389 $ - $ 1,886,076
Accumulated depreciation
Balance, January 1, 2014 $ - $ 7,080 $ 100,426 $ 76,790 $ 13,553 $ 4,757 $ - $ 202,606
Disposal - - - (36,841) (4,303) (365) - (41,509)
Depreciation - 2,822 27,577 48,285 9,977 2,498 - 91,159
Net exchange differences - - - (101) (60) (39) - (200)
Balance, December 31, 2014 $ - $ 9,902 $ 128,003 $ 88,133 $ 19,167 $ 6,851 $ - $ 252,056
Balance, December 31, 2014, net $ 547,014 $ 18,093 $ 924,759 $ 119,358 $ 21,258 $ 3,538 $ - $ 1,634,020
Cost
Balance, January 1, 2015 $ 547,014 $ 27,995 $ 1,052,762 $ 207,491 $ 40425 $ 10,389 $ - $ 1,886,076
Additions - 690 7,790 75,751 8,460 7,198 - 99,889
Disposal - - - (26,506) (983) - (27,489)
Net exchange differences - - - (365) (196) (160) - (721)
Others - - - 12,602 - - - 12,602
Balance, December 31, 2015 $ 547,014 $ 28,685 $ 1,060,552 $ 268,973 $ 47,706 $ 17,427 $ - $ 1,970,357
(Continued)
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16.

Land Testing Office Other Construction

Land Improvements Buildings Equipment Equipment Equipment in Progress Total

Accumulated depreciation

Balance, January 1, 2015 $ - $ 9,902 $ 128,003 $ 88,133 $ 19,167 $ 6,851 $ - $ 252,056
Disposal - - - (26,506) (975) - - (27,481)
Depreciation - 3,668 28,531 60,902 12,143 3,534 - 108,778
Net exchange differences - - - (181) (131) (79) - (391)
Balance, December 31, 2015 $ - $ 13,570 $ 156,534 $ 122,348 $ 30,204 $ 10,306 $ - $ 332,962
Balance, December 31, 2015, net $ 547,014 $ 15,115 $ 904,018 $ 146,625 $ 17,502 $ 7,121 $ - $ 1,637,395

(Concluded)

The above items of property, plant and equipmentepreciated on a straight-line basis over tHeviahg
estimated useful lives of the assets:

Land improvements 7 years
Buildings 20-50 years
Buildings - electrical engineering 20 years
Testing equipment 2-5 years
Office equipment 3 years
Other equipment 3-5 years

INTANGIBLE ASSETS

Computer Technology

Software License Fees Patent Total
Balance, January 1, 2014 $ 63,324 $ 47,537 $ 23,640 $ 134,501
Additions 65,873 11,855 - 77,728
Amortization (52,442) (32,983) - (85,425)
Balance, December 31, 2014 $ 76,755 $ 26,409 $ 23,640 $ 126,804
Balance, January 1, 2015 $ 76,755 $ 26,409 $ 23,640 $ 126,804
Additions 68,423 109,175 - 177,598
Amortization (75,427) (30,352) - (105,779)

Balance, December 31, 2015 $ 69,751 $ 105,232 $ 23,640 $ 198,623

The above items of intangible assets are amortired straight-line basis over the estimated ugdidéubf
the assets.

Computer software 0.5-3 years
Technology license fees 0.5-8 years

The Group’s patents with indefinite useful livesrevéested for impairment at least annually, andnekier
there was an indication that the asset might bairag.
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17.

18.

19.

SHORT-TERM LOANS

Short-term Borrowings

Unsecured borrowings

Bank loans

Interest rate
Due date

OTHER PAYABLES AND OTHER CURRENT LIABILITIES

Other payables

Salaries payable and bonus payable
Others

PROVISIONS - CURRENT

Sales returns and allowances

Balance, January 1
Recognized provision
Usage of provision

Balance, December 31

December 31

2015 2014
$ 196,950 $ -
0.90%-0.92% -
2016.2.15 -

December 31

2015 2014
$ 1,326,739 $ 1,081,855
1,005,605 836,396
$ 2,332,344 $ 1,918,251

December 31

2015 2014

$ 149,852 $ 71,128

For the Year Ended December 31

2015 2014

$ 71,128 $ 158,166
180,250 143,811
(101,526) (230,849)

$ 149,852 $ 71,128

Provisions for sales returns and allowances arenatsid based on historical experience, management
judgment, and any known factors that would sigaifity affect the returns and allowances, and are
recognized as a reduction of revenue in the samedpef the related product sales.
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20. RETIREMENT BENEFIT PLANS
a. Defined contribution plans

The Company and some subsidiary of the Group adaptgension plan under the Labor Pension Act
(the “LPA™), which is a state-managed defined citmtion plan. Under the LPA, an entity makes
monthly contributions to employees’ individual pemsaccounts at 6% of monthly salaries and wages.

b. Defined benefit plans

The defined benefit plan adopted by the Company somde companies in the Group in accordance
with the Labor Standards Law is operated by theeguwment. Pension benefits are calculated on the
basis of the length of service and average morgalgries of the six months before retirement. The
Company and some companies in the Group contriu@unts equal to 2% of total monthly salaries
and wages to a pension fund administered by thei@erfund monitoring committee. Pension
contributions are deposited in the Bank of Taiwarthe committee’s name. Before the end of each
year, the Group assesses the balance in the pdusion If the amount of the balance in the pension
fund is inadequate to pay retirement benefits fopleyees who conform to retirement requirements in
the next year, the Group is required to fund tHéedince in one appropriation that should be made
before the end of March of the next year. The jpenfsind is managed by the Bureau of Labor Funds,
Ministry of Labor (“the Bureau”); the Group has might to influence the investment policy and
strategy.

The amounts included in the consolidated balaneetshn respect of the Group’s defined benefitgplan
were as follows:

December 31

2015 2014
Present value of defined benefit obligation $ 94,249 $ 67,248
Fair value of plan assets (27,348) (24,790)
Net defined benefit liability $ 66,901 $ 42,458
Movements in net defined benefit liability (assefre as follows:
Present Value
of the Defined Net Defined
Benefit Fair Value of Benefit

Obligation the Plan Assets Liability (Asset)

Balance at January 1, 2014 $ 55,922 $ (22,286) $ 33,636
Service cost
Current service cost 3,826 - 3,826
Net interest expense (income) 1,118 (446) 672
Recognized in profit or loss 4,944 (446) 4,498
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (56) (56)
Actuarial gain - changes in financial
assumptions (3,626) - (3,626)
Actuarial loss - experience adjustments 10,008 - 10,008
(Continued)
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Present Value

of the Defined Net Defined
Benefit Fair Value of Benefit
Obligation the Plan Assets Liability (Asset)
Recognized in other comprehensive income $ 6,382 $ (56) $ 6,326
Contributions from the employer - (2,002) (2,002)
Balance at December 31, 2014 $ 67,248 $ (24,790) $ 42,458
Balance at January 1, 2015 $ 67,248 $ (24,790) $ 42,458
Service cost
Current service cost 3,309 - 3,309
Net interest expense (income) 1,513 (558) 955
Recognized in profit or loss 4,822 (558) 4,264
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (85) (85)
Actuarial gain - changes in financial
assumptions 9,926 - 9,926
Actuarial loss - experience adjustments 12,253 - 12,253
Recognized in other comprehensive income 22,179 (85) 22,094
Contributions from the employer - (1,915) (1,915)
Balance at December 31, 2015 $ 94,249 $ (27,348) $ 66,901

(Concluded)

An analysis by function of the amounts recognizegbiiofit or loss in respect of the defined benefit
plans is as follows:

For the Year Ended December 31

2015 2014
Operating costs $ 572 $ 543
Marketing expenses 670 730
Administrative expenses 1,058 1,135
Research and development expenses 1,964 2,090
$ 4,264 $ 4,498

Recognized in other comprehensive income were ara@aal loss of $18,338 thousand in 2015 and an
actuarial loss of $5,251 thousand in 2014. Theuative amounts of actuarial loss recognized in

other comprehensive income as of December 31, 2052014 were $30,663 thousand and $12,325
thousand, respectively.

Through the defined benefit plans under the Lab@ndards Law, the Group is exposed to the
following risks:

1) Investment risk: The plan assets are investatbmestic and foreign equity and debt securities,
bank deposits, etc. The investment is conductethatdiscretion of the Bureau or under the
mandated management. However, in accordance &léliant regulations, the return generated by
plan assets should not be below the interest oate 2-year time deposit with local banks.
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2) Interestrisk: A decrease in the governmendbaterest rate will increase the present valughef
defined benefit obligation; however, this will barpally offset by an increase in the return on the
plan’s debt investments.

3) Salary risk: The present value of the defineddiit obligation is calculated by reference to the
future salaries of plan participants. As suchirenease in the salary of the plan participants wil
increase the present value of the defined benelfgation.

The actuarial valuations of the present value ef diefined benefit obligation were carried out by
qualified actuaries. The significant assumptiossdufor the purposes of the actuarial valuationgwe

as follows:
December 31
2015 2014
Discount rate 1.70% 2.25%
Expected rate of salary increase 4.00% 4.00%

If possible reasonable change in each of the $igmif actuarial assumptions will occur and all othe
assumptions will remain constant, the present valuthe defined benefit obligation would increase
(decrease) as follows:

December 31

2015 2014
Discount rate
1% increase $(17,179) $ (12,566)
1% decrease $ 21,588 $ 15,884
Expected rate of salary increase
1% increase $ 19,735 $ 14,631
1% decrease $ (16,235) $ (11,953)

The sensitivity analysis presented above may notpeesentative of the actual change in the present
value of the defined benefit obligation as it idikely that the change in assumptions would ocaour i
isolation of one another as some of the assumpti@ysbe correlated.

December 31

2015 2014
The expected contributions to the plan for the yesr $ 1,907 $ 1,857
The average duration of the defined benefit ohlogat 22 years 22 years

21. EQUITY
a. Share capital

Common shares
December 31

2015 2014
Number of shares authorized (in thousands) 230,000 230,000
Capital authorized $ 2,300,000 $ 2,300,000
Number of shares issued and fully paid (in thousand 197,374 185,474
Capital issued $ 1,973,740 $ 1,854,740
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In their meeting on June 17, 2014, the Corporagi@hiareholders decided to issue upper limit 50,000
thousand common shares by private equity-raisi@n June 17, 2014 and February 6, 2015, the board
of directors resolved to issue 5,000 thousand &@nfél0D thousand common shares by private equity
raising, the share issuance at a NT$10 par valdesahJune 20, 2014 and February 13, 2015 as the
fund raising deadline, with NT$185 and NT$180 as dfffering price. This common share issuance
was approved by and registered with the governraetitorities on July 3, 2014 and March 11, 2015
respectively. In their meeting on June 2, 2018, shareholders approved the decision not to raise
capital form the remaining shares of private egtaiging.

On November 12, 2015 and March 26, 2014, an emplayeck option plan was approved by the
Corporation’s board of directors, and the Finan&iapervisory Commission (FSC) also approved this
plan, as shown in FSC document No. 1040048913 andlBB30013128. As of December 31, 2015,
no options had been granted by the Corporation. of #gpril 21, 2015, the last day of grant peridag t
Corporation has not granted any employee shareorogptstated above and resolved not to grant
employee share options anymore.

Fully paid common shares, which have a par valugT#10, carry one vote per share and carry a right
to dividends.

Of the Corporation’s capital authorized sharesQ@®,thousand shares were reserved for the issuance
of employee share options.

Capital surplus

December 31

2015 2014

May be used to offset a deficit, distributed ashadisidends, or

transferred to share capital (Note)
Arising from issuance of common share $ 6,246,929 $ 4,223,929
Arising from the difference between consideratieceived or

paid and the carrying amount of the subsidiariet'assets

during actual disposal or acquisition 4,069 -
May be used to offset a deficit only
Expired stock options 227 227
May not be used for any purpose
Arising from share of changes in capital surpluasdociates 263,344 263,344

$ 6514569  $ 4,487,500

Note: Such capital surplus may be used to offaferit; in addition, when the Corporation has no
deficit, such capital surplus may be distributec¢@ash dividends or transferred to share capital
(limited to a certain percentage of the Corporasi@apital surplus and once a year).
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C.

Retained earnings and dividend policy

The Corporation’s Articles of Incorporation providieat, under the board of directors’ resolution,
annual net income (less any deficit and 10% ad legarve) less special reserve based on relezanst |
and regulations and any portion decided to be nethiplus unappropriated earnings of prior years
should be distributed as follows:

1) 1%, as remuneration to directors and superyisors
2) 12% to 25%, as bonus to employees; and
3) The remainder, as dividends.

If the bonus to employees is distributed as staeklend, the employees of the Corporation must meet
certain terms to be eligible for these stock dinidke

The Corporation’s dividend appropriation is basedts profitability. The Corporation dividends Wil

be appropriated in consideration of the currentfatute investment environment, capital requireragnt
domestic and international competition, capital detdplans, shareholders’ interests, balance between
cash and stock dividends, and the Corporation’'g-tenm financial plans. The board of directors
prepares the proposal on annual earnings distibdtr the shareholders’ approval. Profits may be
distributed as cash or stock dividend; howeverhcdiwidends should be at least 10% of total
distribution.

In accordance with the amendments to the CompanynAday 2015, the recipients of dividends and
bonuses are limited to shareholders and do natdecémployees. The consequential amendments to
the Company’s Articles of Incorporation had beeoppeised by the Corporation’s board of directors on
December 30, 2015 and are subject to the resolofidhe shareholders in their meeting to be held on
June 15, 2016. For information about the accruadid of the employees’ compensation and
remuneration to directors and supervisors and tteabappropriations, please refer to d. employee
benefits expense in Note 23.

The Corporation appropriates or reverses a spegsalrve in accordance with Rule No. 1010012865
issued by the Financial Supervisory Commission.stribiutions can be made out of any subsequent
reversal of the debit to other equity items.

Legal reserve may be used to offset deficit. ¢ @orporation has no deficit and the legal resbage
exceeded 25% of the Corporation’s paid-in capitak excess may be transferred to capital or
distributed in cash.

Except for non-ROC resident shareholders, all $tedders receiving the dividends are allowed a tax
credit equal to their proportionate share of tlmine tax paid by the Corporation.

The appropriations of earnings for 2014 and 201 Heeen approved in the shareholders’ meetings on
June 2, 2015 and June 17, 2014. The appropriagiotiglividends per share were as follows:

Appropriation of Earnings Dividends Per Share (NT$)
For Year 2014 For Year 2013 For Year 2014 For Year 2013
Legal reserve $ 320,115 $ 317,054
(Reversal of) special reserve (6,185) 2,240
Cash dividends 2,210,589 1,894,977  $11.2 $10.216941
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The appropriation of the 2015 earnings was propbgetie Corporation’s board of directors on March
22,2016. The appropriations, including dividepds share, were as follows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 400,001
Special reserve 106,302
Cash dividends 2,368,488 $12

The appropriations from earnings, including the usoto employees, and the remuneration to directors
and supervisors for 2015, are subject to the sbédets’ approval in their meeting to be held oneJun
15, 2016.

Others equity items

1) Exchange differences on translating the findrst&tements of foreign operations

For the Year Ended December 31

2015 2014

Balance at January 1 $ (5,056) $ (11,241)
Exchange differences arising on translating tharfaial

statements of foreign operations (25,966) (1,307)

Related income tax 4414 222
Share of exchange difference of associates acabtmte

using the equity method - 8,759
Related income tax - (1,489)
Balance at December 31 $ (26,608) $ (5,056)

2) Unrealized gain (loss) on available-for-salefinial assets
For the Year
Ended
December 31,
2015

Balance at January 1 $ -
Unrealized gain arising on revaluation of availaiolesale financial assets (84,750)

Balance at December 31 $ (84,750)

- 40 -



e. Non-controlling interests
For the Year

Ended
December 31,
2015
Balance at January 1 $ 260,061
Non-controlling interest in Epostar Electronics (BZorporation (Note 13) 47,722
Non-controlling interest in Epostar Electronics anation (Note 13) 16,151
Acquisition of non-controlling interest in Epostectronics Corporation (Notes 13
and 26) (48)
Partial disposal of Phisontech Electronics (MalaySidn. Bhd. (Notes 13 and 25) 7,761
Attributable to non-controlling interests:
Share of profit for the year (103,316)
Exchange difference arising on translation of fgnegntities (6,798)
Balance at December 31 $ 221,533

22. INCOME TAXES
a. Income tax recognized in profit or loss:
The major components of tax expense (benefit) wsrllows:

For the Year Ended December 31

2015 2014
Current tax
In respect of the current year $ 661,260 $ 466,485
Income tax on unappropriated earnings 68,573 97,398
In respect of the prior periods (102,882) (55,955)
626,951 507,928
Deferred tax
In respect of the current period (50,380) 33,427
Income tax expense recognized in profit or loss $ 576,571 $ 541,355

A reconciliation of accounting profit and currentdme tax expenses is as follows:

For the Year Ended December 31

2015 2014

Profit before tax from continuing operations $ 4,473,264 $ 3,322,429
Income tax expense calculated at the statutory rate $ 794,484 $ 614,084
Unrecognized temporary differences 8,078 (1,440)
Tax-exempt income (191,777) (141,513)
Income tax on unappropriated earnings 68,573 97,398
Unrecognized loss carryforwards (2,446) -
Effect of different tax rate of group entitles ogkmg in other

jurisdictions 2,541 52
Adjustments for prior years’ tax (102,882) (55,955)
Other - 28,729
Income tax expense recognized in profit or loss $ 576,571 $ 541,355
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The applicable tax rate used above is the corptaateate of 17% payable by the Group in the ROC,
while the applicable tax rate used by subsidiaime€hina is 25%. Tax rates used by other group
entities operating in other jurisdictions are basedhe tax laws in those jurisdictions.

The appropriation of the 2016 earnings is uncergaid is subject to approval at the shareholders’
meeting; thus, the potential consequences of indaxen the 2015 unappropriated earnings are not
reliably determinable.

Income tax (expenses) benefits recognized ieratbmprehensive income:

For the Year Ended December 31

2015 2014
Deferred income tax
Recognized in other comprehensive income
Share of other comprehensive income of associates $ - $ (1,489)
Actuarial gains and losses on defined benefit plan 3,756 1,075
Translation of foreign operations 4,414 222

$ 8,170 $ (192)
Current tax assets and liabilities

December 31

2015 2014
Current tax assets
Tax refund receivable $ 829 $ 56,877
Current tax liabilities
Income tax payable $ 654,254 $ 596,369

Deferred tax assets and liabilities
The movements of deferred tax assets and defexxddhbilities were as follows:

For the year ended December 31, 2015

Recognized ir

Other
Compre-
Opening Recognized ir hensive Exchange Closing
Balance Profit or Loss Income Differences Balance
Deferred tax assets
Temporary differences
Doubtful accounts $ 4,579 $ 10,433 $ - $ - $ 15,012
Inventory write-down 45,282 2,526 - - 47,808
Provisions 12,092 13,383 - - 25,475
Defined benefit obligation 7,218 399 3,756 - 11,373
Unrealized exchange loss - 6,183 - 6,183
(Continued)
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Recognized ir

Other
Compre-
Opening Recognized ir hensive Exchange Closing
Balance Profit or Loss Income Differences Balance
Impairment loss on financial assets $ 11,994 $ 434 $ - $ - $ 12,428
Exchange difference on translating
foreign operations 1,036 - 4,414 - 5,450
Group’s share of losses of subsidia
and associates 9,021 11,082 - - 20,103
Property, plant and equipment 2,059 (48) - - 2,011
$ 93,281 $ 44,392 $ 8170 $ - $ 145,843
Deferred tax liabilities
Unrealized exchange gain $ 7,891 $ (5988 $ - $ (45) $ 1,858
(Concluded)
For the year ended December 31, 2014
Recognized ir
Other
Compre-
Opening Recognized ir hensive Exchange Closing
Balance Profit or Loss Income Differences Balance
Deferred tax assets
Temporary differences
Doubtful accounts $ 2,855 $ 1,724 $ - $ - $ 4579
Inventory write-down 45,258 24 - - 45,282
Provisions 26,888 (14,796) - - 12,092
Defined benefit obligation 5,102 1,041 1,075 - 7,218
Unrealized exchange loss 7,564 (7,564) - - -
Impairment loss on financial assets 7,045 4,949 - - 11,994
Exchange difference on translating
foreign operations 2,303 - (1,267) - 1,036
Group’s share of losses of subsidia
and associates 20,822 (11,801) - - 9,021
Property, plant and equipment 2,107 (48) - - 2,059
$ 119,944 $ (26471) $ (192) $ - $ 93281
Deferred tax liabilities
Unrealized exchange gain $ 943 $ 6,948 $ - $ - $ 7,891

The Corporation’s net operating income generfitea the following expansion projects is exempt
from income taxes:

Tax-exemption Period

Fifth expansion of the Corporation’s factories January 1, 2012 to December 31, 2016
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f. Integrated income tax information of the Corgimna

Unappropriated retained earning
Unappropriated retained earnings generated onféerd a
January 1, 1998

Balance of imputation credit account (ICA)

Creditable ratios for distribution of earning

g. Income tax assessments

The tax returns of the Corporation, Lian Xu Dongdstment Corp., Emtops Electronics Corp. and
Ostek Corporation through 2013 have been assegse bax authorities.
with the tax authorities’ assessment of its 201duahtax return on a five-year tax-exemption claim
and applied for a reexamination on November 21,320IThe result of reexamination has been
assessed by the tax authorities in October 2015e Qorporation has adjusted and recorded effect of

the result of re-examination on the financial staats.

23. NET PROFIT AND OTHER COMPREHENSIVE INCOME

December 31

2015 2014

$ 9,990,216 $ 8,533,064
$ 1,071,531 $ 1,071,792

December 31

2015 2014
(Expected) (Actual)
10.73% 14.08%

The following items were included in the net prédit 2015 and 2014:

a. Other gains and losses

Foreign exchange gain, net

(Loss) gain on financial assets held for trading

Impairment loss recognized on financial assets

Gain on disposal of available-for-sale financialeds

Loss on disposal of investments accounted for byetjuity
method

Loss on disposal of financial assets carried dt messure

Others
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For the Year Ended December 31

2015 2014

$ 237,330 $ 271,246
(10,255) 65,099
(46,811) (30,878)
8,077 14,998

- (8,759)
(1,614) (24,309)

(52,608) (15)
$ 134,119 $ 287,382

The Corporation disagreed



b. Other income

Interest income

Bank deposits
Rental income
Dividend income
Others

Depreciation and amortization

Property, plant and equipment
Intangible assets

An analysis of depreciation by function
Operating costs
Operating expenses

An analysis of amortization by function
General and administrative expenses
Research and development expenses

Employee benefit expense

Short-term employee benefits

Post-employment benefits
Defined contribution plans
Defined benefit plans

Termination benefits

Other employee benefits
Employee welfare
Food stipend
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For the Year Ended December 31

2015

$ 38,099
7,876
42,656
47,377

$ 136,008

For the Year Ended December 31

2014

$ 34,085
11,750
6,438
35,895

$ 88,168

2015

$ 108,778
105,779

$ 214,557

$ 30,438
78,340

$ 108,778
$ 5,107
100,672

$ 105,779

For the Year Ended December 31

2014

$ 91,159
85,425

$ 176,584

$ 29,545
61,614

$ 91,159

$ 2,963
82,462

$ 85,425

2015
$ 2,370,507

50,008
4,264
54,272
259

50,273
26,547
76,820

$ 2,501,858

2014
$ 1,802,101

37,159
4,498
41,657
135

35,441
18,257
53,698

$ 1,897,591



For the Year Ended December 31

2015 2014
Employee benefits
Recognized in operating costs $ 167,471 $ 152,964
Recognized in operating expenses 2,334,387 1,744,627

$ 2,501,858 $ 1,897,591
(Concluded)

The existing (2014) Articles of Incorporation ofetiCorporation stipulate to distribute bonus to
employees and remuneration to directors and sugms/iepresenting 12% and 1%, respectively, of net
income (net of the bonus and remuneration). Ferydar ended December 31, 2014, the bonus to
employees and the remuneration to directors anérgigors were $420,000 thousand and $26,724
thousand, respectively, representing 12% and 18perively, of the base net income.

In compliance with the Company Act as amended iy 215, the Corporation proposed amendments
to its Articles of Incorporation to distribute eropees’ compensation and remuneration to directuods a
supervisors at the rates between 8% and 19%, artigher than 1.5%, respectively, of net profit
before income tax, employees’ compensation, andimenation to directors and supervisors. For the
year ended December 31, 2015, the employees’ caapen and the remuneration to directors and
supervisors were $500,000 thousand and $38,000sdhdy respectively, representing 9.81% and
0.75%, respectively, of the base net profit befm@ome tax. The employees’ compensation and
remuneration to directors and supervisors for #ar ynded December 31, 2015 have been proposed by
the Corporation’s board of directors on March 2R1& and are subject to the resolution of the
shareholders in their meeting to be held on Jun@QES.

Material differences between such estimated amoants the amounts proposed by the board of
directors on or before the date the annual cors@difinancial statements are authorized for issae
adjusted in the year the bonus and remuneratioa veeognized. If there is a change in the proposed
amounts after the annual consolidated financigstants were authorized for issue, the differeaces
recorded as a change in accounting estimate.

The appropriations of bonuses to employees andmeration to directors and supervisors for 2014 and
2013 have been approved in the shareholders’ ngsetom June 2, 2015 and June 17, 2014,
respectively, were as follows:

For the Year Ended 2014 For the Year Ended 2013
Cash Stock Cash Stock
Dividends Dividends Dividends Dividends
Bonus to employees $ 420,000 $ - $ 380,000 $ -
Remuneration of directors and
supervisors 26,572 - 22,980 -
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The bonus to employees and the remuneration tactdie and supervisors for the years ended
December 31, 2014 and 2013 were approved in threlsblders’ meetings on June 2, 2015 and June
17, 2014, respectively, were as follows:

For the Year Ended 2014 For the Year Ended 2013
Remuneration Remuneration
of Directors of Directors
Bonus to and Bonus to and

Employees Supervisors Employees Supervisors

Amounts approved in

shareholders’ meetings $ 420,000 $ 26,572 $ 380,000 $ 22,980
Amounts recognized in

respective financial

statements 420,000 26,724 380,000 22,068
$ - $ (152) $ - $ 912

The differences above were recognized in profitlasd in next year.

Information on the employees’ compensation bonusniployees, directors and supervisors proposed
by the Corporation’s board of directors is avaiéabh the Market Observation Post System website of
the Taiwan Stock Exchange.

e. Foreign exchange (loss) gain, net

For the Year Ended December 31

2015 2014
Foreign exchange gain $ 806,092 $ 751,747
Foreign exchange loss (568,762) (480,501)
Net gain $ 237,330 $ 271,246

24. EARNINGS PER SHARE
(New Taiwan Dollars)

For the Year Ended December 31

2015 2014
Basic earnings per share $20.41 $17.48
Diluted earnings per share $20.12 $17.23

Earnings and weighted average shares used to @@@adrnings per share were as follows:
Net Profit for the Year

For the Year Ended December 31

2015 2014
Earnings used in the computation of basic earnpegshare $ 4,000,009 $ 3,201,149
Earnings used in the computation of diluted eamipgy share $ 4,000,009 $ 3,201,149
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25.

26.

Shares
(In Thousands of Shares)

For the Year Ended December 31

2015 2014
Weighted average number of ordinary shares in ctatipa of basic
earnings per share 195,972 183,145
Effect of potential dilutive ordinary shares:
Bonus issue to employees 2,860 2,697
Weighted average number of ordinary shares ustgkin
computation of dilutive earnings per share 198,832 185,842

Since the Group is able to settle the bonus to eyeels by cash or shares, the Group assumed that the
entire amount of the bonus will be settled in skamed the resulting potential shares were includebe
weighted average number of shares outstandinginded computation of diluted EPS, as the shardsaha
dilutive effect. Such dilutive effect of the potiath shares is included in the computation of &tLEPS

until the shareholders resolve the number of shiarde® distributed to employees at their meetinghin
following year.

EQUITY TRANSACTIONS WITH NON-CONTROLLING INTERE STS

On June 23, 2015, the Group disposed of 13% dhitgest in Phisontech Electronics (Malaysia) Sdn.
Bhd., reducing its continuing interest from 10098%8%. The Corporation purchased 0.09% of its @ser
in Epostar Electronics Corporation, increasingcistinuing interest from 99.91% to 100% on December
30, 2015.

The above transactions was accounted for as etpaifgaction since the Group did not cease to have
control over the subsidiary.

Phisontech
Electronics Epostar
(Malaysia) Electronics
Sdn. Bhd. Corporation
Cash consideration received (paid) $ 11,830 $ (48)
The proportionate share of the carrying amounhefrtet assets of
the subsidiary transferred to non-controlling iests (7,761) 48
Differences arising from equity transaction $ 4,069 $ -
Line items adjusted for equity transaction
Capital surplus - difference between consideratimeived or paid
and the carrying amount of the subsidiaries’ nsétssduring
actual disposal or acquisition $ 4,069 $ -

CAPITAL MANAGEMENT

The Group manages its capital to ensure that ttidesnin the Group will be able to continue asrgpi
concerns while maximizing the return to shareha@dérough the optimization of the debt and equity
balance.

-48 -



27.

The capital structure of the Group consists ofdedtts (net balance of loans and cash and cashadeiis)

and equity (capital stock, capital surplus, retdiaarnings, and other equities).
The Group is not subject to any externally imposagital requirements.

The key management personnel of the Group revienc#ipital structure on an annual basis.

Based on

recommendations of the key management personnelder to balance the overall capital structure, th

Group may adjust the amount of dividends paid tarediolders and the amount of new debt
existing debt redeemed.

FINANCIAL INSTRUMENTS

Fair Value of Financial Instruments

a. Fair value of financial instruments not carg¢dair value

issued or

The Group management considers the carrying amairiisancial assets and financial liabilities not
carried at fair value recognized in the consoliddieancial statements approximate their fair valoe

their fair values cannot be reliably measured.
b. Fair value of financial instruments that are sugad at fair value on recurring basis
1) Fair value hierarchy

December 31, 2015

Level 1 Level 2 Level 3 Total

Financial assets at fair value
through profit or loss
Domestic quoted stocks $ 76560 $ - $ - $ 76
Beneficial certificates -

,560

open-end funds 2,150,244 - - 2,150,244
$ 2,226,804 $ - 3 - $ 2,226,804

Available-for-sale financial
assets

Unlisted debt securities - ROC $ - $ 295950 $ - $ 295950

December 31, 2014

Level 1 Level 2 Level 3 Total
Financial assets at fair value
through profit or loss
Domestic quoted stocks $ 100,399 $ - $ - $ 100,399
Beneficial certificates -
open-end funds 1,982,296 - - 1,982,296
$ 2,082,695 $ - % - $ 2,082,695

There were no transfers between Levels 1 and théoyears ended December 31, 2015 and 2014.
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2) Valuation techniques and inputs applied for fh@&pose of measuring Level 2 fair value
measurement

Financial Instruments Valuation Technigues and Inputs

Unlisted debt securities - ROC To determine the reasonable fair value, the prargings ratio
and price-book ratio method based on market apprizac
used; the financial statements and market conditfamilar
stock issuers are referred to, with consideratfagistount
for the lack of marketability of the debt secustie

Categories of Financial Instruments

December 31

2015 2014

Financial assets
Fair value through profit or loss

Held for trading $ 2,226,804 $ 2,082,695
Notes receivable and accounts receivable (Note 1) 16,859,756 12,634,025
Available-for-sale financial assets (Note 2) 901,169 388,721
Financial liabilities
Amortized cost (Note 3) 4,453,110 4,059,514

Note 1: Including cash and cash equivalents, defgistments with no active market, notes receivabte
accounts receivable, and loans and other recevatdasured at amortized cost.

Note 2: Including the carrying amounts of availaldesale financial assets measured at cost.

Note 3: Including financial liabilities measuredaamortized cost, which comprise short-term borr@sin
short-term notes payable and notes and accounébligay

Financial Risk Management Objectives and Policies

The Group’s major financial instruments consistécequity investments, accounts receivable, accounts
payable, and borrowings. The Group’s financial agament department provides services to all
departments and manages the trading in domestitoagidn financial markets. The risks include nedrk
risk (including foreign currency risk, interestaatsk, and other price risk), credit risk, andiljty risk.

a. Market risk

The Group’s activities expose it primarily to theancial risks of changes in currency rates anerast
rates.

1) Foreign currency risk

The Group had foreign currency sales and purchagesh exposed the Group to foreign currency
risk. To avoid the decrease in foreign currensetssand adverse fluctuations of future cash flows
resulting from changes in foreign currency excharaje, the Corporation used foreign currency
borrowings to hedge against risks of foreign curyeexchange rate. The gain or loss caused by
change in foreign currency exchange rate will bisedfby profit or loss from the hedge. As a
result, the market risk is immaterial.
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2)

3)

Refer to Note 33 to the carrying amounts of theupi® foreign currency denominated monetary
assets and liabilities (including those eliminadadconsolidation) at the end of the reporting pkrio

Sensitivity analysis

The Group was mainly exposed to the U.S. dollar.

The following table details the Group’s sensitivitya 6% increase and decrease in New Taiwan
dollars (the functional currency) against the ral@foreign currencies. The 6% sensitivity rate is
used when reporting foreign currency risk intemaédi key management personnel and represents
management’s assessment of the reasonably posdiblege in foreign exchange rates. The
sensitivity analysis included only outstanding fgnecurrency denominated monetary items at the
end of the reporting period for a 6% change initprecurrency rates. A positive humber below
indicates a decrease in pre-tax profit and otharitggassociated with New Taiwan dollars
strengthening 6% against the relevant currencyr &6% weakening of New Taiwan dollars
against the relevant currency, there would be aralegnd opposite impact on pre-tax profit and
other equity, and the balances below would be negat

Impact of USD
For the Year Ended December 31
2015 2014

Profit or loss $ 297,089 $ 213,282
Interest rate risk

The Group was exposed to interest rate risk becgumgp entities borrowed funds at floating
interest rates.

The carrying amounts of the Group’s financial assatd financial liabilities with exposure to
interest rates at the end of the reporting perietevas follows:

December 31

2015 2014
Fair value interest rate risk
Financial assets $ 4,720,460 $ 3,360,677
Financial liabilities 196,950 -
Cash flow interest rate risk
Financial assets 7,705,446 5,217,965

Sensitivity analysis

Had interest rates been 1 basis point higher drattadr variables were held constant, the Group’s
pre-tax profit for the years ended December 31,52@hd 2014 would have increased by
approximately $771 thousand and $522 thousandecésply.

Other price risk

The Group was exposed to equity price risk thratgymvestments in listed equity securities.

Sensitivity analysis

The sensitivity analyses below were determined dasethe exposure to equity price risks at the
end of the reporting period.
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If equity prices had been 1% higher/lower, pre{pagfit for the years ended December 31, 2015
and 2014 would have increased/decreased by $2tha68and and $20,827 thousand, respectively.
The pre-tax other comprehensive income for thesyeaded December 31, 2015 and 2014 would
increase/decrease by $2,960 thousand and $0, teshec

b. Credit risk

Credit risk refers to the risk that counter-partyl @efault on its contractual obligations, resudfiin
financial loss to the Group. As at the end of ifygorting period, the Group’s maximum exposure to
credit risk, which will cause a financial loss tetGroup due to failure of discharge an obligatign
the counter-parties as well as financial guaranfgesided by the Group, arose from the carrying
amounts of the respective recognized financialtassestated in the condensed balance sheets.

The Group adopted a policy of dealing only withdiworthy counter-parties and obtaining sufficient
collateral, where appropriate, as a means of ntitigathe risk of financial loss from defaults. In
addition, the Group only transacts with entitieatthre rated the equivalent of investment grade and
above. Further, the Group’s exposure and the tcratings of its counter-parties are continually
monitored and the aggregate value of transactiomscleded is spread out among approved
counter-parties.  Ongoing credit evaluation is @enied on the financial condition of trade
receivables.

The financial assets were potentially influencedewhhe Group’s counter-parties defaulted on the
contractual obligations, and the contracts withitpasfair values as of the balance sheet date wWere
targets for evaluation. The customers of the Grarg financial institutions or manufacturers with
good credit rating; thus, there’s no expected nadteredit risk.

c. Liquidity risk

The Group manages liquidity risk by monitoring andintaining a level of cash and cash equivalents
deemed adequate to finance the Group’s operatiodsndtigate the effects of fluctuations in cash
flows. In addition, management monitors the uiii@an of bank borrowings and ensures compliance
with loan covenants. The Group relies on bankdwairrgs as a significant source of liquidity. As of
December 31, 2015 and 2014, the Group had availahlélized overdraft and short-term bank loan
facilities of approximately $2,868,675 thousand &4¢b31,250 thousand, respectively.

Liquidity and interest risk tables

The following tables details the Group’s remainaamtractual maturity for its non-derivative finaalci
liabilities with agreed repayment periods. Thddalthave been drawn up based on the undiscounted
cash flows of financial liabilities, including thiaterest and principal cash flow based on the esirli
date on which the Group can be required to pay.

December 31, 2015

Pay
Immediately
or Less Than 3 Months to More Than
1 Month 1-3 Months 1 Year 1-5 Years 5 Years

Nonderivative financial liabilities
Liability without interest $ 2,660,256 $ 2,419,785 $ 2,162,717 $ - $ -
Fixed interest rate instruments 65,650 131,300 - - -

$ 2,725,906 $ 2,551,085 $ 2,162,717 $ - $ -
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28.

December 31, 2014

Pay
Immediately
or Less Than 3 Months to More Than
1 Month 1-3 Months 1 Year 1-5 Years 5 Years

Nonderivative financial liabilities
Liability without interest $ 2,623585 $ 2,239,882 $ 1,710,667 $ - $ -
Fixed interest rate instruments - - - - -

$ 2623585 $ 2,239,882 $ 1,710,667 $ - $ -

Information of Financial Assets Transfer

See Note 9 for more information.

RELATED-PARTY TRANSACTIONS

Balances and transactions between the Companytsaadlasidiaries have been eliminated on consabidati
and are not disclosed in this note. In additiorthose disclosed in other notes, details of transa

between the Group and other related parties actodesd below.
a. Operating revenue

For the Year Ended December 31
2015 2014

Related parties categories

Associates $ 18,232  $ 195,724
Other related parties (Note) 1,616,248 1,152,627

$ 1634480 $ 1,348,351

The terms of sales to related parties were sirtolénose for third parties.

b. Operating cost

1) Purchase

For the Year Ended December 31
2015 2014

Related parties categories

Associates $ 244065 $ 126,714
Other related parties (Note) 17,093,964 14,501,094

$ 17,338,029 $ 14,627,808
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C.

2) Process cost

For the Year Ended December 31

2015 2014
Related parties categories
Associates $ 88 $ -
Other related parties (Note) 1,153,682 -

$ 1,153,770 $ -

The terms of operating cost from related partiesevgamilar to those for third parties.

Receivables from related parties
December 31
2015 2014
Related parties categories
Associates $ 1692 $ 1,302
Other related parties (Note) 368,532 246,186

$ 370,224  $ 247,488

The outstanding trade receivables from relatedigsarire unsecured. No bad debt expense was
recognized for allowance for impaired trade redeles with respect to the amounts owed by related

parties.
Payable to related parties

December 31

2015 2014
Related parties types
Associates $ 21534 $ 12,353
Other related parties (Note) 3,143,046 2,201,474

$ 3164580 $ 2,213,827
The outstanding trade payables from related paatiesinsecured.

Note: Other related parties are mainly corporatenbers of the Corporation’s board of directors and
their subsidiaries.
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e. Compensation of key management personnel

For the Year Ended December 31

2015 2014
Short-term employee benefits $ 177,195 $ 150,150
Post-employment benefits 2,227 1,191
Termination benefits 259 -
Other employee benefits 5,271 3,152

$ 184952 $ 154,493

The remuneration of directors and key executives determined by the remuneration committee on
the basis of the performance of individuals andkeiairends.
29. OPERATING LEASE ARRANGEMENTS

a. The Group as lessee

The Group’s lease contracts for the factory andtffiee expire on February 28, 2019.

Future minimum lease payments under the above tipgtaases are as follows:

Period/Year Amount
2016 $ 13,617
2017 8,026
2018 2,855
2019 476
$ 24974

b. The Group as lessor

Operating leases relate to the property owned byGloup, the leases will expire on December 31,
2016.

For the years ended December 31, 2015 and 2014 Grdwep individually recognized guarantee on
trade receivables of $196 thousand and $2,396 émolisespectively.

Future minimum lease receivables under the abogeatipg leases are as follows:

Period/Year Amount
2016 $ 2239
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30. ASSETS PLEDGED
The following assets had been pledged as refundiplesits as required by customs authorities:

December 31

2015 2014
Refundable deposits for the Customs Duty Bureaartificates of
deposits (debt investments with no active market) $ 20,408 $ 20,819

31. SIGNIFICANT COMMITMENTS AND CONTINGENCIES

The Group’s significant commitments and contingescas of December 31, 2015 and 2014 were as
follows:

Significant Commitments

December 31

2015 2014
Unused letters of credit $ 710,000 $ 710,000

32. EXCHANGE RATE INFORMATION OF FOREIGN-CURRENCY F INANCIAL ASSETS AND
LIABILITIES

The monetary assets or liabilities denominatedirifgn currencies that have material effect onGheup
financial statements were as follows:

In Thousands of New Taiwan Dollars and Foreign Curencies

December 31, 2015

Foreign New Taiwan
Currencies Exchange Rates Dollars

Financial assets
Monetary

UsD $ 257,252 32.825 $ 8,444,306

CNY 42,572 4.995 212,646
Financial liabilities
Monetary

usD 106,407 32.825 3,492,815
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December 31, 2014

Foreign New Taiwan
Currencies Exchange Rates Dollars

Financial assets
Monetary

UsSD $ 211,603 31.650 $ 6,697,248

CNY 35,723 5.092 181,903
Financial liabilities
Monetary

usD 99,291 31.650 3,142,549

For the years ended December 31, 2015 and 20&lizé@ and unrealized) net foreign exchange gains
were $237,330 thousand and $271,246 thousand,ctesge. It is impractical to disclose net foreign
exchange gains by each significant foreign currehey to the variety of the foreign currency tratisas

and functional currencies of the group entities.

33. OTHER SIGNIFICANT EVENT

a. On August 5, 2016, the Hsinchu District ProseruOffice conducted a statutory investigationraf t
Corporation, and the media reported an allegecatrai of the Securities and Exchange Act by the
Corporation. On August 6, 2016, the Corporatiofd hee press conference and indicated a case
between and among the Corporation, Ostek Corporafiormer name was Twinson Electronics
Corporation), Memoryexchange Corporation and EwedpTechnology Group. The statutory
investigation was ongoing, and it has not affedtes Corporation’s financial condition and business
operation.

b. In consideration of the Corporation’s future elepment and the integrity of business operational
structure, the board of directors held a meetingeptember 21, 2016 and proposed to purchase 100%
of the shares of Everspeed Technology Limited,pduent company of Everspeed Technology Group
(including Everspeed Technology Limited, Memoryexage Corporation, Cloud Solution Global
Limited and Fast Choice Global Limited). The rethtprocesses will be conducted based on the
relevant regulations and internal operating prooesiu

34. ADDITIONAL DISCLOSURES
a. Information about significant transactions ameestees:
1) Financing provided to others. (None)

2) Endorsement/guarantee provided. (None)

3) Marketable securities held (excluding investtadn subsidiaries, associates and joint ventures).
(Table 1)

4) Marketable securities acquired and disposewsts or prices of at least NT$300 million or 206 o
the paid-in capital. (Table 2)

5) Acquisition of individual real estate at cosisat least NT$300 million or 20% of the paid-in
capital. (None)
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6) Disposal of individual real estate at priceabfeast NT$300 million or 20% of the paid-in dapi
(None)

7) Total purchases from or sale to related pagiesunting to at least NT$100 million or 20% of the
paid-in capital. (Table 3)

8) Receivables from related parties amounting ttdeast NT$100 million or 20% of the paid-in
capital. (Table 4)

9) Trading in derivative instruments. (None)
10) Intercompany relationships and significantricdenpany transactions. (Table 5)
11) Information for investees. (Table 6)
b. Information on investments in mainland China
1) Information on any investee company in mainl&@idna, showing the name, principal business
activities, paid-in capital, method of investmemward and outward remittance of funds,
ownership percentage, net income of investeessiment income or loss, carrying amount of the
investment at the end of the period, repatriatmnisivestment income, and limit on the amount of
investment in the mainland China area. (Table 7)
2) Any of the following significant transactions tiviinvestee companies in mainland China, either
directly or indirectly through a third party, arftetr prices, payment terms, and unrealized gains or

losses. (None)

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

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

c) The amount of property transactions and the atnofuthe resultant gains or losses.

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

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

f) Other transactions that have a material effectttte profit or loss for the period or on the
financial position, such as the rendering or reogiof services.
35. SEGMENT INFORMATION
Information reported to the chief operating decisiaker for the purposes of resource allocation and
assessment of segment performance focuses on pihe tf goods or services delivered or provided.

Specifically, the Group’s reportable segments uné&S 8 - “Operating Segments” therefore include
departments that design and sell flash memory clterts and make investments.
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a. Segment revenues and results

The Group’s revenues and results by reportable segwere as follows:

Segment Revenues Segment Profits
For the Year Ended For the Year Ended
December 31 December 31
2015 2014 2015 2014
Department that designs and
sells flash memory
controllers $ 37,409,177 $ 32,819,532 $ 4,227,832 $ 2,790,219
Investment department (928) (187)

Total operating segments $ 37,409,177 $ 32,819,532 4,226,904 2,790,032

Other gains and losses 134,119 287,382
Share of gains of associates (20,736) 159,287
Other income 136,008 88,168
Financial costs (3,031) (2,440)
Profit before income tax $ 4473264 $ 3,322,429

Segment revenue reported above was generated kimmma&l customers. There were no intersegment
sales for the years ended December 31, 2015 artl 2(Begment profit is the profit earned by each
segment without share of gains or loss of assagiagmtal revenue, interest income, gain or loss on
disposal of property, plant and equipment, gaitoss on sale of investments, exchange gain or loss,
valuation gain or loss on financial instrumentsetiast expense and income tax expense.

b. Segment assets and liabilities

The Group does not report segment assets anditlegbibr other segment information to the chief
operating decision maker. Therefore, no informmaisodisclosed here.

c. Revenue from major products and services
The following is an analysis of the Corporatiorés@nue from its major products and services:

For the Year Ended December 31

2015 2014
Disk on module, controller and applicable products $ 37,309,012 $ 32,688,837
Service 100,165 130,695

$ 37,409,177 $ 32,819,532
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d. Geographical information

The Group’s revenue from continuing operations fexternal customers by location of operations and
information about its noncurrent assets by geodcaplocation are detailed below.

Revenue from External

Customers
For the Year Ended Non-current Assets
December 31 December 31
2015 2014 2015 2014
Asia $ 21,089,583 $ 17,986,706 $ 1,839,399 $ 68,219
America 10,761,158 8,872,940 - -
Europe 5,068,340 5,385,329 - -
Australia 489,176 569,360 - -
Other 920 5,197 - -

$ 37,409,177 $ 32,819,532 $ 1,839,399 $ 68,219
Revenue was categorized depending on clients’itotsat

e. Information about major customers

Included in revenues arising from disk on modulmtwller and applicable products of $37,309,012
thousand in 2015 and $32,688,837 thousand in 204 wevenues of approximately $4,679,719
thousand and $4,969,302 thousand, respectively, $aes to the Group’s largest customer. No other
single customer contributed 10% or more to the @srevenue for both 2015 and 2014.
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED MARKETABLE SECURITIES HELD

DECEMBER 31, 2015

(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 1

) Marketable Securities Type/Name and |Relationship with the ) . December 31, 2015
Holding Company Name | - Financial Statement Account Shares or Units Carrying Value | Percentage of Note
ssuer (Note 1) Holding Company ) Market Value
(Thousands) (Note 2) Ownership
Phison Electronics Cor  |Beneficial certificat
Fuh Hwa Yu Li Money Market Fund - Financial ass#tfair value through profit or loss - current 3,809 $ 50,763 - $ 50,763 Note [3
Maga Diamond Money Market Fund - Financial asaefair value through profit or loss - current 387 102,820 - 102,820 Note B
FSITC Taiwan Money Market Fund - Financial asset®ir value through profit or loss - current 180 92,675 - 92,675 Note B
Eastspring Investments Well Pool Money - Financial assets at fair value through profitoms - current 6,871 92,286 - 92,286 Nbte
Market Fund
Yuanta De-Bao Money Market Fund - Financial asaefair value through profit or loss - current 17,117 203,222 - 203,222 Note |3
NOMURA Taiwan Money Market Fund - Financial ass#tfair value through profit or loss - current 6,305 101,590 - 101,590 Note [3
Yuanta Wan Tai Money Market Fund - Financial &sa¢ fair value through profit or loss - current 10,196 152,605 - 152,605 Note (3
The RSIT Enhanced Money Market Fund - Financisétssat fair value through profit or loss - current 6,862 81,140 - 81,140 Note 3
Capital Money Market Fund - Financial assets iatf@ue through profit or loss - current 12,697 202,318 - 202,318 Note
UPAMC James Bond Money Market Fu - Financial assets at fair value through profit @s- curren 12,254 202,28t - 202,28t Note &
Union Money Market Fund - Financial assets atvalue through profit or loss - current 6,995 91,252 - 91,252 Note 3
Shin Kong Chi-Shin Money Market Fund - Financisdets at fair value through profit or loss - cutren 5,301 81,166 - 81,166 Note [3
Taishin 1699 Money Market Fund - Financial asaéfair value through profit or loss - current ,566 101,052 - 101,052 Note B
Franklin Templeton Sinoam Money Market - Financial assets at fair value through profitoms - current 14,847 151,408 - 151,408 teNbo
Fund
Yuanta De-Li Money Market Fund - Financial assetiir value through profit or loss - current 130 50,405 - 50,405 Note 3
Jih Sun Money Market Fund - Financial assetsiavédue through profit or loss - current 13,767 201,287 - 201,287 Note
Taishin Ta-Chong Market Fund - Financial assefaiavalue through profit or loss - current 5 50,408 - 50,408 Note
Allianz Global Investors Taiwan Money - Financial assets at fair value through profitoss - current 8,119 100,430 - 100,43D eNbt
Market Fund
Common stock
Orient Semiconductor Electronics Ltd. - Finaneis$ets at fair value through profit or loss - aufrre 6,600 76,560 0.82 76,560 Note| 4
Aptos Technology Inc. - Financial assets carriecbat - non-current 2,647 19,306 1.78 3256, Note 5
Viva Baseball Co., Ltd. - Financial assets cardedost - non-current Note 7 266 8.33 263 Note 5
Jafco Asia Technology Fund IV L.P. - Financialessarried at cost - non-current 950 10,956 0.50 10,234 Note 5
AppWorks Fund | Co., Ltd. - Financial assets @atrt cost - non-current 3,000 24,471 18.75 22,717 Note 5
Zillians Inc. - Financial assets carried at cost - non-current 440 - 17.25 (6,769) Note §
Adam Elements International Co., Ltd. - Finaneisdets carried at cost - non-current 1,710 3,37B 19.00 18,428 Note §
Jafco Asia Technology Fund VI L.P. - Financialessarried at cost - non-current 750 20,997 0.67 22,672 Note 5
THLight Co., Ltd. - Financial assets carried atconon-current 4,000 604 17.94 (96) Note
UD INFO Corp. - Financial assets carried at cost - non-current 570 5,569 19.00 5,998 Note b
Appworks Fund Il Co., Ltc - Financial assets carried at c- nor-curren 15,00( 150,00( 11.11 144,07: Note £
bOMDIC Co., Ltd. - Financial assets carried at eggn-current 288 5,750 14.38 73 Note
(Continued)
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. Marketable Securities Type/Name and |Relationship with the ) . - - December 31, 2015
Holding Company Name ; Financial Statement Account Shares or Units Carrying Value | Percentage of Note
Issuer (Note 1) Holding Company ) Market Value
(Thousands) (Note 2) Ownership
Geothings, Inc. - Financial assets carried at cost - non-current 100 $ 1,000 7.04 $ 567 Note
Ironyun Incorporated (preference shares) - Firdrasisets carried at cost - non-current 5,000 30,781 6.02 12,358 Note %
Vescir Ltd. - Financial assets carried at cost - non-current 63 3,004 6.59 653 Note
Innorich Venture Capital Corp. - Financial assetsied at cost - non-current 3,000 30,000 615. 29,708 Note 5
Dawning Leading Technology Inc. - Financial assetsied at cost - non-current 10,131 140,000 2.85 123,734 Note 5
Apacer Technology Inc. - Available-for-sale fins@@ssets - non-current 15,000 295,950 9.89 295,950 Note 6
Lian Xu Dong Investment|__Common stock
Corporation United Power Research Technology Corp| - Financial assets carried at cost - non-current 5,106 45,702 16.12 66,549 Note
Fresco Logic, Inc. (preference shares) - Finaradaéts carried at cost - non-current 1,250 3,300 2.33 5,322 Note 5
Translink Capital Partners 11l L.P. - Financiatets carried at cost - non-current 720 22,359 1.23 23,727 Note 5
Ligid, Inc. (preference shares) - Financial aseatsed at cost - non-current 283 30,781 719 126 Note 5
Weltronics Corp., Ltd. - Financial assets caraedost - non-current 700 7,000 19.44 B,22 Note 5
Emtops Electronics Beneficial certificate
Corporation Allianz Global Investors Taiwan Money - Financial assets at fair value through profitoms - current 815 10,078 - 10,07 Note
Market Fund
Franklin Templeton Sinoam Money Market - Financial assets at fair value through profitoss - current 988 10,080 - 10,08 Note
Fund
Phisontech Electronics Beneficial certificate
(Malaysia) Sdn. Bhd. United Cash Fund - Finaraszlets at fair value through profit or loss - entr 2,843 20,973 - 20,973 Note
Everspeed Technology Common stock
Limited Peripheral Devices & Products System Inc. - Financial assets carried at cost - non-current 20 - 1.00 (3,051) Note 5
Zillians Inc. - Financial assets carried at cost - non-current 500 - 19.61 (7,695) Note &
Note 1: The marketable securities listed on abab&tmeans the types of financial instruments egdhternational Accounting Standard 39 “Finanbiatruments Recognition and Measurement”.
Note 2: The carrying value is the amount eitherféfirevalue or the original cost net accumulategaimment loss.
Note 3: The calculation of the market value waetam their net asset value as of December 31,2015
Note 4: The calculation of the market value waetam the closing price as of December 31, 2015.
Note 5: The calculation of the net asset value besed on the investee’s unreviewed financial statesras of December 31, 2015.
Note 6: Refer to Note 28,b,2) for market value infation.
Note 7: This is not a company limited by shares.
Note 8: The Corporation held marketable securitias had not been guaranteed, pledged or mortgagjedilaterals or restricted by other commitments.
(Concluded)
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED MARKETABLE SECURITIES ACQUIRED AND DISPOSE D AT COSTS OR PRICES OF AT LEAST $300 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2015
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 2

Type and Name of Beginnini Acquisition Disposal Ending Balare
Marketable Securities Financial Statement Account Shares Shares Amount Amount Carrying Galn'(Loss) o1 Shares Amount
Amount Disposal (Note)
Phison Electronics Corp. |__Stock
Apacer Technology Inc|Available-for-sale financial assets - non-curremt - - 15,000,000 $ -1 s $ - 15,000,0000 $ 295,950

The amount included the revaluation gaiegJmn financial assets.
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED TOTAL PURCHASES FROM OR SALE TO RELATED PA RTIES AMOUNTING TO AT LEAST $100 MILLION OR 20% OF
FOR THE YEAR ENDED DECEMBER 31, 2015
(In Thousands of New Taiwan Dollars, Unless State@therwise)

THE PAID-IN CAPITAL

TABLE 3

Transaction Details Abnormal Transaction Pa ’\;%tlzsé?g:ger;f/sable
Company Name Related Party Nature of Relationship Y Note|
Purchase A % to o Payment ’ % to
mount Payment Terms Unit Price Ending Balance
(Sale) Total Terms Total
Phison Electronics Corp.| Toshiba Electronics Comept® |Subsidiary of a corporate member of the|Purchase $ 15,582,20852.78 | Net 30 days after monthly closing None None $ (2,580,438)(60.60)| -
Taiwan Corporation Corporation’s board of directors
Toshiba America Electronic Subsidiary of a corporate member of the|Purchase 1,257,725 4.26 | Net 30 days after receiving None None @azo),| (3.04)| -
Components, Inc. Corporation’s board of directors
Kingston Solutions Inc. Equity method investee dhase 243,987 0.83 | Net 30 days after monthly closing Noneg None (21,530)| (0.51)| -
Toshiba Electronics Asia, Ltd. Subsidiary of apaate member of the [Purchase 207,589 0.70 | Net 30 days after receiving None None @03),| (4.78)
Corporation’s board of directors
Orient Semiconductor Electronics|The Corporation is its director Processing 1,069,915| 3.62 | Net 15 days after monthly closing None Nong (139,270) (3.27)| -
Ltd. cost
Toshiba Corporation, Japan A corporate membédrefCorporation’s |Sale (1,190,332) (3.21) |Net 60 days after monthly closing None None| 239, 5.59 -
board of directors
Memoryexchange Corporation Related party in sulosta Sale (582,243) (1.57) |Net 60 days after monthly closing None None| - - -
Toshiba International ProcuremeniSubsidiary of a corporate member of the|Sale (279,415) (0.75) |[Net 60 days after monthly closing None None| 60,3 1.09 -
Hong Kong Ltd. Corporation’s board of directors
Toshiba (Australia) Pty Limited Subsidiary of aporate member of the |Sale (139,016) (0.38) |Net 45 days after monthly closing None None| 29,3 0.42 -
Corporation’s board of directors
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST $100 MILLION OR 20% OF THE PAID-IN CAP ITAL

DECEMBER 31, 2015
(In Thousands of New Taiwan Dollars)

TABLE 4

‘ _ ‘ Overdue R?crzi?/lg:jt in AIIowgnce for
Company Name Related Party Relationship Ending Balace| Turnover Rate Amount Action Taken Subsequent Impﬁgrsnsent
Period (Note)
Phison Electronics Corp. Toshiba Corporation, Japan |A corporate member of the Corporation’s boardicfaors $ 259,234 5.69 $ - - $ 244,935 $

Note: As of February 28, 2016.
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT TRANSACTIONS
DECEMBER 31, 2015
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 5

Transaction Details

Percentage of

Transaction
Flow of Amount to
Number Company Name Counter-party Transaction Account Amount Transaction Terms Consolidated
Operating Revenue|
or Total Assets
0 Phison Electronics Corp. Emtops Electronics Corp. 1 Operating revenues $ 33,414 Based on regranst -
Phisontech Electronics (Malaysia) Sdn. Bhdl. 1 raleg revenues 1,044 Based on regular terms -
Phison Electronics Japan Corp. 1 Other accowyslpe 1,892 Based on regular terms -
Phison Electronics Japan Corp. 1 Sales expense 6,342 Based on regular terms -
Phisontech Electronics Taiwan Cc 1 Operating revenu 10,69¢ Based on regular teri -
Phisontech Electronics Taiwan Corp. 1 Accountgirable 6,423 Based on regular terms -
Ostek Corporation 1 Accounts payable 2,084 | seBan regular terms -
Ostek Corporatic 1 Cost of goods solc 75,222 Based on regular teri -
Ostek Corporation 1 Manufacture expense 21,968 |Based on regular terms -
Memoryexchange Corporation 1 Operating revenues 582,243 Based on regular terms 1.56
Everspeed Technology Limited 1 Operating revenues 12,746 Based on regular terms 0.03
Cloud Solution Limited 1 Operating revenues 429 Based on regular terms 0.06
1 Memoryexchange Corporation Cloud Solution Limited 3 Operating revenues 66,295 Based on regulaste 0.18

Note: 1. Parentto subsidiary.
2. Subsidiary to parent.
3. Between subsidiaries.
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED INFORMATION OF INVESTEES
FOR THE YEAR ENDED DECEMBER 31, 2015
(In Thousands of New Taiwan Dollars)

TABLE 6

Investment Amount

Balance as of December 31, 2015

Net (Loss)

Investor Investee Location Main Businesses and Pdacts| December 31| December 31 Shares Percentage of Carrying |Income of the (ng\éi)s tlrr?:c?r;e Note
2015 2014 Ownership Value Investee
Phison Electronics Cor  |Kingston Solutions In Hsinchu, Taiwa Embedded flash product a $ 106,05( | $ 106,05( 10,605,00 32.97 658,52t | $ 146,23 | $  48,12¢ |Equity-method
market development investee
Emtops Electronics Hsinchu, Taiwan Sell flash memory controllers 95,000 95,000 9,500,000 100.00 75,835 (20,806 (20,806)Subsidiary
Corporation and peripheral system
applications products
Lian Xu Dong Investment  |[Hsinchu, Taiwan Investment 400,000  200,000| 40,000,000 100.00 433,627 31,075 31,075 |Subsidiary
Corporation
Flexmedia Electronics Hsinchu, Taiwan High-tech Multi-Media design 8,077 12,375 482,142 21.43 1,278 (16,537 (3,544)Equity-method
Corporation R&D, sales and production investee
Microtops Design CorporatiofMiaoli, Taiwan Research and design on flas 22,638 22,638 2,263,800 49.00 21,678 524 257 |Equity-method
memory controllers and thejr investee
related products
Phison Electronics Japan Cadapan Sales and service office 28,982 28,982 900 100.00 11,794 (282) (282)|Subsidiary
Global Flash Limited Samoa Investment and trade 635,696 59,990/ 20,000,000 100.00 616,888 5,751 5,751 [Subsidiary
Phisontech Electronics Malaysia Design, produce and sell flash 81,771 93,990 8,700,000 87.00 40,761 (2,709 (1,809) Subsidiary
(Malaysia) Sdn. Bhd. memory controllers and
peripheral system
applications
Epostar Electronics (BVI)  |British Virgin Islandginvestment 102,216 - 8,100,000 60.00 33,367 (63,614 (68,849)Subsidiary
Corporation
Everspeed Technology Samoa Trading of electronic - - - - - 2,598 - |Note 1
Limited components
Lian Xu Dong Investmen{Ostek Corporation Hsinchu, Taiwan Manufacture aading of 9,000 9,000 900,000 100.00 77,491 68,005 - |Subsidiary
Corporation electronic components
PMS Technology CorporatiofMiaoli, Taiwan Research and design on flash 2,000 2,000 200,000 33.33 2,124 604 - |Equity-method
memory controllers and thejr investee
related products
Phisontech Electronics |Phisontech Electronics Taiwddsinchu, Taiwan Design ASIC and R&D, 10,000 10,000 1,000,000 100.00 31,499 7,639 - |Subsidiary
(Malaysia) Sdn. Bhd. Corp. manufacture, and sell ASIC
of IP and technical support
service
Global Flash Limite Core Storage Electron Samoi Investment and tra 576,22¢ - 18,050,00 100.0( 573,67¢ 12,25: - |Subsidiar
(Samoa) Limited
Epostar Electronics (BV!| |[Epostar Electronic Hsinchu, Taiwa Research and design on fle 115,10( - 11,510,00 100.0( 53,74( (58,13¢) - |Subsidiar

Corporation

Corporation

memory controllers and thejr

related products
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Everspeed Technology
Limited

Fast Choice Global
Limited

Cloud Solution Global
Limited

Emtops Electronics
Corporation

Memoryexchange Corporatid
Fast Choice Global Limited

Cloud Solution Global Limite

Manutius IP, Inc.

Asdhya Enterprise Private
Limited

Manutius IP, Inc.

Miaoli, Taiwan

British Virgin Islan|

British Virgin Islandg

U.S.A

India

US.A

Design and sell flash memory
related products

dsading of electronic
components

Trading of electronic
components

Business of patent managen
and authorization

Trading of electronic product

Business of patent managen
and authorization

e

ne

59,286

1,482

87,036

61

34,468

59,286

1,482

87,036

611

34,468

7,500,000

50,000

1,440,000

122,255

570,000

94.34

100.00

100.00

48.00

49.00

19.00

(296,147
28,178

(200,908

25,149

)

(8,072
(40,044

(15,317

(85,640

(85,640

Note 2
Note 2

Note 2
Note 3
Equity-method

investee

Note 3

Note 1: The Corporation did not invest in suchtgnso it is not required to disclose the investtr@nount, carrying amount at the year-end and inverst (loss) income.

Note 2: The investment of Everspeed Technology tedhin Memoryexchange Corporation, Fast Choice &lbhlmited and Cloud Solution Global Limited is filed by the company’s own capital.

Note 3: The entity had been approved to dissolvthbyocal government on July 8, 2016.
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PHISON ELECTRONICS

CORP. AND SUBSIDIARIES

RESTATED INFORMATION ON INVESTMENTS IN MAINLAND CHI
FOR THE YEAR ENDED DECEMBER 31, 2015

TABLE 7

(In Thousands)

Accumulated Investment Flows Agﬂ:&uaé?d Accumulated
Total Amount | Method of I(r)1 \L/ngs?r\;v;rit Investment Percentage of Investment Carry;r;go\f/alue Rerlmqi\;\tlgac::e of
Investee Company Main Businesses and Products of Paid-in  |Investment - from Taiwan g (Loss) Income ;
. from Taiwan as Outflow Inflow Ownership December 31,| Earnings as of
Capital (Note 1) as of (Note 2)
of January 1, 2015 December 31,
2015 December 31, 2015
2015
Phisontech (Shenzhen) Limited| Design, R&D, impod axport $ 23,006 2 $ 23,006 $ - $ $ 23,006 a00. $ (5,955) $ 2,868 $ -
storage devices and electronics
Hefei Core Storage Electrc Design, R&D, production and sale 576,78( 2 - 576,78( 576,78( 100.0( 10,43¢ 572,41: -
Limited integrated circuits, systems and
electronics hardware and software
and rendering related services.

Accumulated Investment in
mainland China as of
December 31, 2015

Investment Amount Authorized by
Investment Commission, MOEA

Limit on Investment
(Note 3)

$ 599,78
(US$ 18,790)

$ 599,78
(US$  18,790)

$ 12,329,91

Note 1:

Note 2: Amount was recognized based on the unr@ddimancial statements.

Indirectly invested in Chinese company tigtothird region company Global Flash Limited andsidiaries.

Note 3: The limit of investment in mainland Chiresbd on Regulations Governing the Approval of Itmests on Technical Corporation in mainland Ch#&d% of net asset value, $20,549,862 x 60% = $9937.

-69 -




