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INDEPENDENT AUDITORS’ REVIEW REPORT

The Board of Directors and Shareholders
Phison Electronics Corp.

We have reviewed the accompanying consolidatechbalaheets of Phison Electronics Corp. (the
“Corporation”) and its subsidiaries (collectivelgferred to as the “Group”) as of September 30,
2016 and 2015 (2015 restated) and the related bdatenl statements of comprehensive income
for the three months ended and nine months endei@i8ber 30, 2016 and 2015 (2015 restated),
and changes in equity and cash flows for the nioaths ended September 30, 2016 and 2015
(2015 restated). These consolidated financialestahts are the responsibility of the
Corporation’s management. Our responsibility isskue a report on these consolidated financial
statements based on our reviews.

Except as stated in the following paragraph, wedaooted our reviews in accordance with
Statement of Auditing Standards No. 36 “Review iofacial Statements” issued by the Auditing
Standards Committee of the Accounting Researctemwvelopment Foundation of the Republic of
China. A review consists principally of applyingadytical procedures to financial data and of
making inquiries of persons responsible for finaheind accounting matters. It is substantially
less in scope than an audit conducted in accordaitbeauditing standards generally accepted in
the Republic of China, the objective of which i® thxpression of an opinion regarding the
consolidated financial statements taken as a whokecordingly, we do not express such an
opinion.

As stated in Note 13 to the consolidated finanstatements, the financial statements of certain
immaterial subsidiaries as of and for the nine memnded September 30, 2016 and 2015 (2015
restated) have not been reviewed. As of Septe@be2016 and 2015 (2015 restated), the total
assets of these subsidiaries were 7% (NT$2,052tk@isand) and 6% (NT$1,593,065 thousand),
respectively, and the total liabilities of thesdsidiaries were 7% (NT$529,516 thousand) and 8%
(NT$622,680 thousand), respectively, of the relatedsolidated amounts (2015 amounts were
restated). Of the consolidated comprehensive iecamd loss for the three months ended and
nine months ended September 30, 2016 and 2015 (281#&ed), the subsidiaries’ portions were
(2%) (a loss of NT$22,976 thousand), (6%) (a losN©$67,441 thousand), (3%) (a loss of
NT$108,600 thousand), and (11%) (loss of NT$30110@tisand), respectively. Furthermore, as
stated in Note 14 to the consolidated financialestents, the investments accounted for by the
equity method as of September 30, 2016 and 20155(28stated) amounted to NT$1,024,177
thousand and NT$709,990 thousand, respectivelytr@domprehensive investment results for the
three months ended and nine months ended Septe38hb&016 and 2015 (2015 restated) were
gain of NT$137,996 thousand, loss of NT$2,152 thads gain of NT$226,740 thousand and loss
of NT$19,252 thousand, respectively; as statedatel85 to the consolidated financial statements,
these investment amounts and the related informatidhe investees disclosed in the notes to the
consolidated financial statements were based cgviawed financial statements.



Based on our reviews, except for the effects ofadjystments that might have been made had the
consolidated financial statements of the subsielasind the investees mentioned in the preceding
paragraph been reviewed, we are not aware of amgrimlamodifications that should be made to
the consolidated financial statements of PhisowrtEaics Corp. and its subsidiaries as of and for
the nine months ended September 30, 2016 and 2015 (estated) referred to above for them to
be in conformity with the Regulations Governing Breparation of Financial Reports by Securities
Issuers and the International Accounting Standdrdii®erim Financial Reporting” endorsed by
the Financial Supervisory Commission of the RepudliChina.

As stated in Note 26, as recorded in the minutese#tings of the Corporation’s board of directors
on August 11, 2016 and as stipulated in the deadaraf Mr. Khein Seng Pua, the Chairman of
the Corporation, Mr. Khein Seng Pua, the operatiamagement of Everspeed Technology Group
are under substantial control by the Chairman &odld be considered as the related parties of the
Corporation. The Corporation received Rule No.(IBEs477 issued by the FSC mandating of
the acknowledgement of the aforementioned compasesontrolled entities and the inclusion of
these entities in the consolidated financial stetés1 The Corporation didn’t hold any interest in
Everspeed Technology Group. Considering the leng+t development and enhancing the
integrity of the operating structure, after the rooaf directors on September 21, 2016, the
Corporation determined to acquire 100% equity @gerfrom the shareholders of the parent
Company of Everspeed Technology Group, Everspeelribéogy Limited on September 30, 2016.
And the Corporation complies the policies and imeslit in the consolidated financial statements
as an controlled entity, accounting for as an gguéiinsaction.

As stated in Note 34, the Corporation is undemusbay investigation for alleged violation of the
Securities and Exchange Act. The investigation evegoing as of the date of this report.

November 10, 2016

Notice to Readers

The accompanying consolidated financial statemamtsintended only to present the financial
position, financial performance and cash flows iccadance with accounting principles and
practices generally accepted in the Republic ofn@hand not those of any other jurisdictions.
The standards, procedures and practices to reviaeh sconsolidated financial statements are
those generally applied in the Republic of China.

For the convenience of readers, the independenit@streview 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 independent auditors’ revieport and consolidated financial statements
shall prevail.



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(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 and7)
Debt investments with no active market - currerit@ 4, 8 and 31)
Notes and accounts receivable
Third parties (Notes 4 and 9)
Related parties (Notes 4, 9 and 29)
Other receivables (Note 9)
Current tax assets
Inventories (Notes 4 and 10)
Prepayments
Other current assets

Total current assets

NON-CURRENT ASSETS
Available-for-sale financial assets - non-curreévivtes 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
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 29)
Other payables (Note 18)
Current tax payable
Current provisions (Notes 4 and 19)
Other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES
Deferred tax liabilities
Net defined benefit liabilities - non-current (Nete
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
Treasury shares

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

TOTAL

The accompanying notes are an integral part ofdmsolidated financial statements.

(With Deloitte & Touche review report dated Novem8, 2016)

Septembe 3G, 201¢€

December 31201¢

September 31, 201¢

(Reviewed) (Audited after Restated)  (Reviewed after Restated)
Amount % Amount % Amount %

$ 10,008,710 35 $ 12,405,596 44 $ 9,821,788 36
1,236,642 4 2,226,804 8 2,235,688 8
59,302 - 20,408 - 20,914 -
5,781,863 20 4,063,528 14 4,744,094 18
424,347 2 370,224 1 344,586 1
439,555 2 384,324 1 416,457 2
- - 829 - 13,111 -
6,057,775 21 5,251,376 19 5,768,199 21
73,808 - 61,174 - 53,475 -
34,018 - 39,358 - 100,897 1
24,116,020 84 24,823,621 87 23,519,209 87
320,595 1 295,950 1 322,800 1
758,743 2 605,219 2 603,658 2
1,024,177 3 708,755 2 709,990 3
2,240,676 8 1,637,395 6 1,624,931 6
183,424 1 198,623 1 121,637 1
211,763 1 145,843 1 113,157 -
11,196 - 3,381 - 1,687 -
4,750,574 6 3,595,166 3 3,497,860 3
$ 28,866,594 100 $ 28,418,787 100 $ 27,017,069 100
$ - - $ 196,950 $ 723,140 3
1,022,302 3 1,091,580 4 1,320,464 5
2,520,719 9 3,164,580 11 2,047,938 7
2,799,287 10 2,332,344 8 2,349,410 9
513,590 2 654,254 2 789,554 3
204,383 1 149,852 1 84,194 -
253,311 1 210,352 1 171,487 1
7,313,592 26 7,799,912 28 7,486,187 28
1,760 - 1,858 - 11,861 -
69,406 - 66,901 - 44,219 -
314 - 254 - 254 -
71,480 - 69,013 - 56,334 -
7,385,072 6 7,868,925 8 7,542,521 8
1,973,740 7 1,973,740 7 1,973,740 7
6.661,944 23 6.514,569 23 6.514,569 24
2,356,107 8 1,956,106 7 1,956,106 8
111,358 - 5,056 - 5,056 -
10,506,284 37 9,990,216 35 8,972,782 33
12,973,749 45 11,951,378 42 10,933,944 41
(69,155) 1) (111,358) 1) (71,050) -
(64,722) - - - - -
21,475,556 74 20,328,329 71 19,351,203 72
5,966 - 221,533 1 123,345 -
21,481,522 74 20,549,862 72 19,474,548 72
$ 28,866,594 100 $ 28,418,787 100 $ 27,017,069 100



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

(Reviewed, Not Audited)

Three Months Ended September 30

Nine Months Ended September 30

2016 2015 (Restated) 2016 2015 (Restated)
Amount % Amount % Amount % Amount %
OPERATING REVENUES
(Notes 4 and 29)
Gross sales $ 12,475,632 101 $ 10,286,580 101 $ 32,952,958 101 $ 27,226,663 101
Less: Sales returns and
allowances 172,251 1 108,663 1 342,131 1 254,383 1
Net sales 12,303,381 100 10,177,917 100 32,610,827 100 26,972,280 100
Service revenue 33,976 - 11,234 - 89,854 - 81,676 -
Total operating
revenues 12,337,357 100 10,189,151 100 32,700,681 100 27,053,956 100
OPERATING COSTS
(Notes 4, 10, 23 and 29) 9,707,871 79 8,230,711 81 26,125,143 80 21,289,325 79
GROSS PROFIT 2,629,486 21 1,958,440 19 6,575,538 20 5,764,631 21
OPERATING EXPENSES
(Note 23)
Marketing 169,718 1 134,563 1 407,009 1 371,884 1
General and administrative 155,824 1 123,599 1 371,421 1 452,967 2
Research and development 806,663 7 614,304 6 2,232,172 7 1,768,786 6
Total operating
expenses 1,132,205 9 872,466 8 3,010,602 9 2,593,637 9
OPERATING INCOME 1,497,281 12 1,085,974 11 3,564,936 11 3,170,994 12
NONOPERATING INCOME
AND EXPENSES
Other gains and losses
(Note 23) (169,601) 1) 288,886 3 (154,278) ) 118,612 -
Share of gains (losses) of
associates 137,996 1 (2,152) - 226,740 1 (19,252) -
Other income (Note 23) 78,782 1 45,982 - 143,136 - 83,652 -
Financial costs (61) - (552) - (1,339) - (2,169) -
Total nonoperating
income and
expenses 47,116 1 332,164 3 214,259 - 180,843 -
PROFIT BEFORE INCOME
TAX 1,544,397 13 1,418,138 14 3,779,195 11 3,351,837 12
INCOME TAX EXPENSE
(Notes 4 and 22) 60,954 1 234,584 3 453,280 1 588,327 2
NET PROFIT FOR THE
PERIOD 1,483,443 12 1,183,554 11 3,325,915 10 2,763,510 10
(Continued)



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earning Per Share)
(Reviewed, Not Audited)

Three Months Ended September 30

Nine Months Ended September 30

2016 2015 (Restated) 2016 2015 (Restated)
Amount % Amount % Amount % Amount %
OTHER COMPREHENSIVE
INCOME (LOSS) FOR
THE PERIOD, NET OF
INCOME TAX
Items that may be
reclassified subsequently
to profit or loss:
Exchange differences on
translating foreign
operations $ (27,650) - $ (11,472) - $ (38,600) - $ (17,376) -
Unrealized gain (loss) on
available-for-sale
financial assets 18,645 - (122,100) 1) 74,145 - (57,900) -
Income tax relating to
items that may be
reclassified
subsequently to profit
or loss 4,049 - 190 - 6,543 - 1,658 -
Other comprehensive
income (loss) for the
period, net of
income tax (4,956) - (133,382) 1) 42,088 (73,618) -
TOTAL COMPREHENSIVE
INCOME FOR THE
PERIOD $ 1,478,487 12 $ 1,050,172 10 $ 3,368,003 10 $ 2,689,892 10
NET PROFIT ATTRIBUTED
TO:
Owners of the Parent $ 1,500,519 12 $ 1,184,126 11 $ 3,390,859 10 $ 2,964,237 11
Non-controlling interests (17,076) - (572) - (64,944) - (200,727) (1)
$ 1,483,443 12 $ 1,183,554 11 $ 3,325,915 10 $ 2,763,510 10
TOTAL COMPREHENSIVE
INCOME ATTRIBUTED
TO:
Owners of the Parent $ 1,499,397 12 $ 1,061,100 10 $ 3,433,062 10 $ 2,898,243 11
Non-controlling interests (20,910) - (10,928) - (65,059) - (208,351) (1)
$ 1,478,487 12 $ 1,050,172 10 $ 3,368,003 10 $ 2,689,892 10
EARNINGS PER SHARE
(NEW TAIWAN
DOLLARS; Note 24)
Basic $ 761 $ 6.0C 17.18 15.1¢
Diluted $§ 7.5¢ $ 5.09¢ 16.9¢ $ 14.9¢
The accompanying notes are an integral part of¢imsolidated financial statements.
(With Deloitte & Touche review report dated Novem(t8, 2016) (Concluded)



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
NINE MONTHS ENDED SEPTEMBER 30, 2016 AND 2015
(In Thousands of New Taiwan Dollars)

(Reviewed, Not Audited)

Equity Attribut able to Ownersof the Paren

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

BALANCE AT JANUARY 1, 2015 (AUDITED AFTER

RESTATED) $ 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 earnir

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

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

Cash dividend- NT$11.2 per sha - - - - (2,210,58) - - - (2,21(,58¢) - (2,210,58)
Issue of common shares for cash on February 1% 20T$180 pel

shart 119,00( 2,023,001 - - - - - - 2,142,000 - 2,142,000
Change in equity from the consideration receiveelxicess of the

carrying amount of the subsidiaries' net assetmgutisposal or

acquisitior - 4,06¢ - - - - - - 4,06¢ - 4,06¢
Non-controlling interests - - - - - - - - - 71,635 71,635
Net profit for the nine months ended Septembe28@5 - - - - 2,964,237 - - - 2,964,237 (200,727) 2,763,510
Other comprehensive income for the nine monthsande

September 30, 2015, net of income tax - - - - - (8.094) (57.900) - (65.994) (7.624) (73.618)
BALANCE AT SEPTEMBER 30, 2015 (REVIEWED AFTER

RESTATED; $ 197374 $ 6,514,56! $ 1.956,10 $  5,05¢ $ 897278 $ 13,150 $ (57,900 $ - $19,351,20 $ 123,34! $19,474,54
BALANCE AT JANUARY 1, 2016 (AUDITED AFTER

RESTATED) $ 1,973,74 $ 6,514,56! $ 1,956,10 $ 5,05¢ $ 9,990,21 $ (26,609 $ (84,750 $ - $20,328,32 $ 221,53 $ 20,549,86
Appropriation of the 2015 earnings

Legal reserv - - 400,00: - (400,00) - - - - - -

Special reserve - - - 106,302 (106,302) - - - - - -

Cash dividends - NT$12 per share - - - - (2,368,488) - - - (2,368,488) - (2,368,488)
Non-controlling interests - - - - - - - - - 4,577 4577
Disconsolidation of subsidiaries - - - - - - - - - (7,710) (7,710)
Change in equity from the consideration receiveelxcess of the

carrying amount of the subsidiaries’ net assetmgulisposal or

acquisition - 147,375 - - - - - - 147,375 (147,375) -
Treasury shares - - - - - - - (64,722) (64,722) - (64,722)
Net profit for the nine months ended Septembe28af - - - - 3,390,85' - - - 3,390,85 (64,949 3,325,91
Other comprehensive income for the nine monthsande

September 30, 2016, net of income - - - - - (31,949 74,14% - 42,20: (11%) 42,08¢
BALANCE AT SEPTEMBER 30, 2016 $ 1,973,740 $ 6,661,944 $ 2,356,107 $ 111,358 $ 10,506,284 $ (58,550) $ (10,605) $ (64,722) $ 21,475,556 $ 5,966 $ 21,481,522

The accompanying notes are an integral part of¢hhesolidated financial statements.

(With Deloitte & Touche review report dated Novem(8, 2016)




PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax
Adjustments for:
Share of (gains) losses of associates
Net losses (gains) on foreign currency exchange
Recognition of provisions
Amortization
Depreciation
Gain on deconsolidation of subsidiaries
Dividend income
Allowance for bad debts
Interest income
Impairment loss recognized on Intangible assets

Net (gains) losses on fair value change of findrasaets designated

as at fair value through loss or profit
Write-down (reversal of write-down) of inventories
Financial costs
Impairment loss recognized on financial assets
Loss on disposal of financial assets measuredsat co
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 property, plant and equipment
Purchase of financial assets carried at cost
Acquisition of intangible assets

Proceeds of the capital reduction of availablesiale financial assets

Increase in debt investments with no active market

Nine M onths Ended Septembe 3C

201¢ 2015 (Restatec
$ 3,779,195 $ 3,351,837
(226,740) 19,252
238,927 (237,944)
185,474 75,772
92,095 71,881
89,366 79,834
(45,649) -
(38,768) (40,136)
34,196 18,699
(25,183) (27,462)
23,640 -
(11,902) 3,788
8,598 (12,953)
1,339 2,169
- 40,811
- 1,420
1,001,740 (156,781)
(1,856,211) (933,833)
(57,413) (46,645)
(816,084) (218,473)
(12,377) (28,446)
4,329 (85,264)
(699,681) (713,273)
486,806 428,907
(130,943) (62,706)
16,562 (46,225)
2,505 1,761
2,043,821 1,485,990
(1,399) (1,865)
(658,056) (370,356)
1,384,366 1,113,769
(663,739) (72,326)
(153,524) (264,879)
(107,834) (66,714)
49,500 -
(38,894) (95)
(Continued)



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

Nine M onths Ended Septembe 3C

Dividends received

Increase in prepayments for long-term investment

Interest received

Net cash outflow from deconsolidation of subsidiari

Increase in guarantee deposits

Payment for available-for-sale financial assets

Proceeds of the capital reduction of investmentsaated for by the
equity method

Proceeds on sale of financial assets measurediat co

Net cash used in investing activities

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

Net cash (used in) generated from financing acwit
EFFECT OF EXCHANGE RATE CHANGES

NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

The accompanying notes are an integral part of¢imsolidated financial statements.

(With Deloitte & Touche review report dated Novem£8, 2016)

201¢ 2015 (Restatec
38,768 40,136
(31,772) -
25,520 29,734
(25,297) -
(8,257) (1,050)
- (380,700)
- 4,298
- 7,711
(915,529) (703,885)
(2,368,488) (2,210,589)
(196,950) 724,441
(64,722) -
4,577 75,704
60 (2,200)
- 2,142,000
(2,625,523) 729,356
(240,200) 124,625
(2,396,886) 1,263,865
12,405,596 8,557,923
$ 10,008,710 $ 9,821,788
(Concluded)



PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2016 AND 2a5 (RESTATED)
(In Thousands of New Taiwan Dollars, Unless StateOtherwise)

(Reviewed, Not Audited)

1. GENERAL INFORMATION
Phison Electronics Corp. (the “Corporation”) wasdrporated 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 Tamy
since December 6, 2004.

The consolidated financial statements are preseintdie Corporation’s functional currency, the New
Taiwan dollar.

2. APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial statements were approyethie Corporation’s board of directors on Novembe
10, 2016.
3. APPLICATION OF NEW, AMENDED AND REVISED STANDAR DS AND INTERPRETATIONS
a. International Financial Reporting Standards R%), International Accounting Standards (“IAS”),
Interpretations of IFRS (“IFRIC”), and Interpretais of IAS (“SIC”) issued by the International
Accounting Standards Board (“IASB”) and endorsedttiy ROC Financial Supervisory Commission
("FSC”) (collectively, the “IFRSs”) for applicatiostarting from 2017
Rule No. 1050026834 issued by the FSC endorseldrRtes for application starting January 1, 2017.

Effective Date
Announced by IASB

New IFRSs (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)
Amendments to IFRS 10, IFRS 12 and IAS 28 “Invesinimtities: January 1, 2016

Applying the Consolidation Exception”
Amendment to IFRS 11 “Accounting for Acquisitiorfsliaterests in Joint January 1, 2016
Operations”
Amendment to IAS 1 “Disclosure Initiative” January 1, 2016
Amendments to IAS 16 and IAS 38 “Clarification of@eptable Methods January 1, 2016
of Depreciation and Amortization”
Amendments to IAS 16 and IAS 41 “Agriculture: BeaPlants” January 1, 2016
Amendment to IAS 19 “Defined Benefit Plans: Empgey July 1, 2014
Contributions”
(Continued)



Effective Date
Announced by IASB
New IFRSs (Note 1)

Amendment to IAS 36 “Impairment of Assets: Recaide Amount January 1, 2014
Disclosures for Non-financial Assets”

Amendment to IAS 39 “Novation of Derivatives andnfinuation of January 1, 2014
Hedge Accounting”
IFRIC 21 “Levies” January 1, 2014
(Concluded)

Note 1: Unless stated otherwise, the above New $F&8 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 toSIAR is effective immediately; the
remaining amendments are effective for annual dermeginning on or after July 1, 2014.

Note 3: The amendment to IFRS 5 is applied prospgtto 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 application of the above IFRSs, whenever agptie2017, would not have any material impact on
the Corporation’s accounting policies.

New IFRSs issued by IASB but not yet endorsethbyrSC
The Group has not applied the following IFRSs idshig the IASB but not yet endorsed by the FSC.
As of the date the consolidated financial statesemre authorized for issue, except for IFRS 1Beto

effective on January 1, 2018, the FSC has not amsalithe effective dates of the other new IFRSs.

Effective Date
New, Revised or Amended Standards and Interpretatios Issued by IASB (Note)

Amendment to IFRS 2 “Classification and Measurenaéi@hare-based January 1, 2018
Payment Transactions”
Amendment to IFRS 4 “Applying IFRS 9 Financial mshents with January 1, 2018
IFRS 4 Insurance Contracts”
IFRS 9 “Financial Instruments” January 1, 2018
Amendments to IFRS 9 and IFRS 7 “Mandatory Effecdate of IFRS 9 January 1, 2018
and Transition Disclosures”
Amendments to IFRS 10 and IAS 28 “Sale or Contrilubf Assets To be determined by IASB
between an Investor and its Associate or Joint iefit

IFRS 15 “Revenue from Contracts with Customers” January 1, 2018
Amendment to IFRS 15 “Clarifications to IFRS 15" January 1, 2018
IFRS 16 “Leases” January 1, 2019
Amendment to IAS 7 “Disclosure Initiative” January 1, 2017
Amendments to IAS 12 “Recognition of Deferred TassAts for January 1, 2017

Unrealized Losses”

Note: Unless stated otherwise, the above New, Rdwis Amended IFRSs are effective for annual
periods beginning on or after their respectivediie dates.

-10 -



The initial application of the above New IFRSs wéer 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 Measurethare 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 tutding, 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 éffective interest method;

b) For debt instruments, if they are held withibusiness 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 othepredransive 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 lbegeized 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 areasueed at fair value through profit or loss.
However, the Group may make an irrevocable elediiopresent 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 fromityetp 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 regfiifor 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 allowancdhe 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 profioss.
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2) IFRS 16 “Leases”

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

Under IFRS 16, if the Group is a lessee, it stedbgnize 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 methodlamid 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 depreciatiqperese 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.

The application of IFRS 16 is not expected to havmaterial impact on the accounting of the
Group as lessor.

When IFRS 16 becomes effective, the Group may ébeapply this Standard either retrospectively
to each prior reporting period presented or regospely with the cumulative effect of the initial
application of this Standard recognized at the dateitial application.

3) Amendments to IAS 12 “Recognition of Deferreck Pessets for Unrealized Losses”

The amendment clarifies that the difference betwiencarrying amount of the debt instrument
measured at fair value and its tax base givestoisetemporary difference, even though 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.

In addition, in determining whether to recognizelederred tax asset, the Group should assess a
deductible temporary difference in combination wiéll of its other deductible temporary
differences, unless the tax law restricts the aatflon of losses to 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 appabe type. The amendment also stipulates
that, when determining whether to recognize a dedfetax asset, the estimate of probable future
taxable profit may include some of the Group’s i@ more than their carrying amount if there is
sufficient evidence that it is probable that theo@r will achieve this, and that the estimate for
future taxable profit should exclude tax deductiorsulting from the reversal of deductible
temporary differences.

Except for the above impact, as of the date thesa@atated 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

These interim consolidated financial statementshaeen prepared in accordance with the Regulations
Governing the Preparation of Financial Reports legu@ties Issuers and IAS 34 “Interim Financial
Reporting” as endorsed by the FSC. Disclosurertinédion included in these interim consolidated
financial statements is less than the disclosui@nmation required in a complete set of annual rfmal
statements.
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The Cause and Effect of the Restatement of the 20Fmancial Statements

As recorded in the minutes of meetings of the Cafion’s board of directors on August 11, 2016 ard
stipulated in the declaration of Mr. Khein Seng Rba 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 Electronic Corporati@8q% 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 Corporataeived Rule No. 1050036477 issued by the FSC
which mandated and acknowledged that the mentiacoagpanies 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 interestverspeed 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.

The Corporation has applied the consolidation basistioned above to restate its balance sheet atscou
as of December 31, 2015 and September 30, 2018sapbfit and loss accounts for the three montit a
nine months ended September 30, 2015. The imgdattieorestatement on the consolidated financial
statements was 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 $ 7,327671 $ 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 Corporation $ 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
September 30, 2015
Assets
Current assets $ 22,894,533 $ 624,676 $ 23,519,209
Non-current assets 3,446,907 50,953 3,497,860
Total assets $ 26,341,440 $ 675,629 $ 27,017,069
(Continued)
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Amount before Affected Amount after
The Effect on Assets, Liabilities, and Equity Restatement Amount Restatement
Liabilities
Current liabilities $ 6,899,40: $ 586,78 $ 7,486,18
Non-current liabilities 56,33¢ - 56,33«
Total liabilities $ 6,955,73 $ 586,78! $ 7,542521
Equity
Attributed to owners of the Corporation $ 19,351,20 $ - $ 19,351,20
Attributed to non-controlling interests 34,50 88,84 123,34!
Total equity 19,385,70 $ 88,84 $ 19,474,54
For the three months ended September 30, 2015
Operating revenues $ 10,033,81 $ 155,33! $ 10,189,15
Operating costs 8,065,70 165,01: 8,230,71
Gross profit 1,968,11 (9,676 1,958,441
Operating expenses 866.87: 5,59¢ 872,46t
Operating income 1,101,24. (15,27() 1,085,97.
Non-operating income and expenses 311,44 20,71¢ 332,16¢
Profit before income tax 1,412,68! 5,44¢ 1,418,13
Income tax expense 234,58¢ - 234,58«
Net profit for the period 1,178,10! 5,44¢ 1,183,55.
Other comprehensive income (loss) for the period _ (123,88) (9,499 (133,38)
Total comprehensive income for the period $ 1,054,21 $ (4,455 $ 1,050,17.
Net profit attributed to:
Owners of the Corporation $ 1,184,12 $ - $ 1,184,12
Non-controlling interests (6,02 5,44¢ (572)
$ 1,178,100 $ 5,44¢ $ 1,183,55
Total comprehensive income attributed to:
Owners of the Corporation $ 1,061,10 $ - $ 1,061,10
Non-controlling interests (6.887) (4,04%) (10,929
$ 105421 $ (4,045 $ 1,050,17.
(Continued)
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Amount before Affected Amount after

Restatement Amount Restatement
For the nine months ended September 30, 2015
Operating revenues $ 26,817,45 $ 236,50t $ 27,053,95
Operating costs 21,050,37 238,94¢ 21,289,32
Gross profit 5,767,07. (2,442) 5,764,63.
Operating expenses 2,443 ,05! 150,58 2,593,63
Operating income 3,324,02. (153,029 3,170,99.
Non-operating income and expenses 192,52 (11,679 180,84«
Profit before income tax 3,516,54! (164,709 3,351,83
Income tax expense 588,32° - 588,32
Net profit for the period 2,928,21 (164,709 2,763,511
Other comprehensive income (loss) for the period (67,109 (6,509 (7361%)

Total comprehensive income for the period $ 2,861,10 $ (171,21) $ 2,689,89

Net profit attributed to:
Owners of the Corporation $ 2,964,23 $ - $ 2,964,23
Non-controlling interests (36,019 (164,70%) (200,72)

$ 2,928,221 $ (164,70) $ 2,763,51

Total comprehensive income attributed to:

Owners of the Corporation $ 2,898,24 $ - $ 2,898,24
Non-controlling interests (37,139 (171,21) (208,35))
$ 2,861,100 $ (171,21) $ 2,689,89

(Concluded)

The Corporation does not have equity interest irr§yeed Technology Group. Therefore, for the
long-term development and enhancement of the iityegfrthe operating structure, the Corporationigital

of directors held a meeting on September 21, 2016 decided to acquire from the shareholders of
Everspeed Technology Limited, the parent comparigvefrspeed Technology Group, 100% equity interest
of Everspeed Technology Group for NT$1 on Septen8ier2016. Then the Corporation included
Everspeed Technology Group in the consolidatechiiz statements as a controlled entity and aceount
for the acquisition as equity transaction. Pleager to Note 26 for further details.

Basis of Preparation

The consolidated financial statements have begmaped on the historical cost basis, except fomionel
instruments that are measured at fair values.

The fair value measurements are grouped into Lelvets 3 based on the degree to which the fair value
measurement inputs are observable and the sigmificaf the inputs to the fair value measuremeritsin
entirety. These levels are described as follows:

a. Level 1 inputs are quoted prices (unadjustedytive 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.
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Classification of Current and Non-current Assets ad Liabilities

Current assets include:

a. Assets held primarily for the purpose of traging

b. Assets expected to be realized within 12 moattes the reporting period; and

c. Cash and equivalents, unless the asset isctestfrom being exchanged or used to settle dityalior
at least 12 months after the reporting period.

Current liabilities include:
a. Liabilities held primarily for the purpose cédling;
b. Liabilities due to be settled within 12 montfi@athe reporting period; and

c. Liabilities for which the Group does not haveusrconditional right to defer settlement for atsieh?
months after the reporting period.

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

The consolidated financial statements incorporhee financial statements of the Corporation and the
entities controlled by the Corporation. Income angenses of subsidiaries acquired or disposed of
during the period are included in the consolidatetement of profit or loss and other comprehensive
income from the effective date of acquisition upttie effective date of disposal, as appropriate hellV
necessary, adjustments are made to the finanaiahsénts of subsidiaries to bring their accounpiolicies

into line with those used by the Corporation. iAtla-group transactions, balances, income andresqse
are eliminated in full upon consolidation. Totahgprehensive income of subsidiaries is attributethe
owners of the Corporation and to the non-contrgllinterests even if this results in the non-colitrgl
interests having a deficit balance.

Changes in the Group’s ownership interests in sidoges that do not result in the Group losing oaint
over the subsidiaries are accounted for as equéiysactions. 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 amounivhich 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.

When the Group loses control of a subsidiary, tfferénce between those as the following is recoephi

in disposal gains and losses: (1) the total amofitite fair value of the considerate received dredfair
value of the remaining investment in the formerssdilary on the date control was lost, and (2) ttalt
amount of assets, including goodwill, also liatgkt from former subsidiaries, and the carrying ammi
non-controlling interests on the date control wast.| The base of the compliance should be the same
between the accounting for all the amount recoghize other comprehensive income related to the
subsidiary and accounting for the related assetdialnilities disposed directly by the Group.

The remaining investment in former subsidiary isognized as the original investment amount in the
associate according to the fair value on the daté¢ral was lost.

See Note 13, Tables 5 and 6 for the detailed irdtion of subsidiaries (including the percentage of
ownership and main business).
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Foreign Currencies

In preparing the financial statements of each iddial group entity, transactions in currencies othan
the entity’s functional currency (foreign currergji@re 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.

Non-monetary items measured at fair value thatdareominated in foreign currencies are retranslated
the rates prevailing at the date when the fairallas determined. Exchange differences arisinthen
retranslation of non-monetary items are includediiaofit or loss for the period except for exchange
differences arising from the retranslation of nooR@tary items in respect of which gains and losses
recognized directly in other comprehensive incomewhich case, the exchange differences are also
recognized directly in other comprehensive income.

Non-monetary items that are measured at histocmstl in 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 operatioosgher
countries or currencies used different with thep@eation) are translated into New Taiwan dollarsgis
exchange rates prevailing at the end of each rieggperiod. Income and expense items are tramskdtte
the average exchange rates for the period. Exehafifferences arising are recognized in other
comprehensive income (attributed to the ownershef €orporation 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 hon-cdiivigp
interests of the subsidiary and is not recognizegriofit or loss. For all other partial disposalse
proportionate share of the accumulated exchanderelifces recognized in other comprehensive inceme 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 appropriaggdap similar or related items. Net realizableigds
the estimated selling price of inventories leseatimated costs of completion and costs necessamake
the sale. Inventories are recorded at weightedageecost at the end of the reporting period.

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.

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

When the Group subscribes for additional new shafdbe associate at a percentage different fr@m it
existing ownership percentage, the resulting caggmount of the investment differs from the amaafmt
the Group’s proportionate interest in the associaléhe Group records such a difference as an aigumt
to investments with the corresponding amount clthrge credited to capital surplus - changes in the
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Group’s share of equity. If the Group’s ownersiniggrest is reduced due to the additional subsonipf

the new shares of associate, the proportionate minoduhe gains or losses previously recognizedtiver
comprehensive income in relation to that assod@teclassified to profit or loss on the same basis
would be required if the investee had directly dsgd of the related assets or liabilities. Whes th
adjustment should be debited to capital surplug, tba capital surplus recognized from investments
accounted for by the equity method is insuffici¢hg shortage is debited to retained earnings.

When the Group determines impairment loss, thereemiarrying amount of the investment (including
goodwill) is tested for impairment as a single agsecomparing its recoverable amount with its yiag
amount. Any impairment loss recognized forms mdirthe 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 sigmfica
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 rethimrest and its fair value is included in théedaination
of the gain or loss on disposal of the associaléne Group accounts for all amounts previously recag

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

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

Property, Plant and Equipment

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

Properties, plant and equipment in the course oftcoction are carried at cost, less any recognized
impairment loss. Such assets are depreciatedlassified to the appropriate categories of propeiignt
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 andetigtion method are reviewed at the end of each
reporting period.

On derecognition of an item of property, plant aggiipment, the difference between the sales preceed
and the carrying amount of the asset is recogriizedofit or loss.

Intangible Assets

Intangible assets with finite useful lives that a@uired 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 diffeeebetween the net disposal proceeds and thergarry
amount of the asset are recognized in profit a&.los
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Impairment of Tangible and Intangible Assets OtherThan Goodwill

At the end of each reporting period, the Groupewegi the carrying amounts of its tangible and initalag
assets, excluding goodwill, to determine whetherahs any indication that those assets have suaffen
impairment loss. If any such indication existg thcoverable amount of the asset is estimatecer ¢o
determine the extent of the impairment loss. Whé&nnot possible to estimate the recoverable arhof

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

Intangible assets with indefinite useful lives antangible 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 iscestiito its recoverable amount, with the resulting
impairment loss recognized in profit or loss.

When an impairment loss is subsequently reverbedsdrrying amount of the asset or cash-generatiiig

is increased to the revised estimate of its re@ableramount, but only to the extent of the carrangpunt
that would have been determined had no impairnuss 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 pdped when a group entity becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities areiabiy measured at fair value. Transaction costt tire
directly attributable to the acquisition or issuk fimancial assets and financial liabilities (othtbran
financial assets and financial liabilities at faalue through profit or loss) are added to or destlidrom
the fair value of the financial assets or finandialbilities, as appropriate, on initial recognitio
Transaction costs directly attributable to the &itjan of financial assets or financial liabiliieat fair
value through profit or loss are recognized immigdlyan 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 followoajegories: Financial assets at fair value through
profit or loss, available-for-sale financial assetsd loans and receivables.

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 es.lo The net gain or loss recognized in profit or
loss does not incorporate any dividend or inteeashed on the financial asset. Refer to Note 28
for related disclosures.
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2) Available-for-sale financial assets

Available-for-sale financial assets are non-deiwt 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 effectiveradge 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 amiatée/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 recognlagdpplying 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 indicatérs 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 estimétare cash flows of the investment have been tdtec

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.
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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 financial assets that are carried at cost,ain@eunt 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 reduoy the impairment loss directly for all finaricia
assets with the exception of trade receivablesrevtiee 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 ammgqueviously written off are credited against the
allowance account. Changes in the carrying amofitite allowance account are recognized in profit
or loss.

d. Derecognition of financial assets
The Group derecognizes a financial asset only wthercontractual rights to the cash flows from the
asset expire, or when it transfers the financigetgnd 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 thied
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 reliablareste can
be made of the amount of the obligation.

Revenue Recognition

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

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

e The Group has transferred to the buyer the sigantirisks and rewards of ownership of the goods;

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

® The amount of revenue can be measured reliably;
® |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.
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The Group does not recognize sales revenue on ialatelelivered to subcontractors because this
delivery does not involve a transfer of risks aeards of materials ownership.

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

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

c. Dividend and interest income
Dividend income from investments is recognized wh@nshareholder’s right to receive payment has
been established provided that it is probable ttheteconomic benefits will flow to the Group aneé th
amount of income can be measured reliably.
Interest income from a financial asset is recoghizben it is probable that the economic benefils wi
flow to the Group and the amount of income can basured 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 whenavégrths of the lease transfer substantially alfigles 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 rai¢va
lease.

b. The Group as lessee

Operating lease payments are recognized as ansxpera straight-line basis over the lease term.
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 projeatédcredit 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 comprehensiveorime 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 calculatignlimited to the present value of any refunds from
the plans or reductions in future contributiongh® plans.
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Pension cost for an interim period is calculated eoiyear-to-date basis by using the actuarially
determined pension cost rate at the end of the financial year, adjusted for significant market

fluctuations since that time and for significantuplamendments, settlements, or other significant
one-off events

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 Sharg@ons

The fair value determined at the grant date ofdimployee share options is expensed on a strargt-li
basis over the vesting period, based on the Grdugss estimates of the number of shares or optluats
are expected to ultimately vest, with a correspogdncrease in capital surplus - employee sharemgpt

It is recognized as an expense in full at the gdai® if vesting immediately.

At the end of each reporting period, the Groupsewiits estimate of the number of employee shaiensp
expected to vest. The impact of the revision efahiginal 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 represents the sum of the tarntly payable and deferred tax. Interim period
income taxes are assessed on an annual basis laothteal by applying to an interim period’'s pre-tax
income the tax rate that would be applicable teeetgx total annual earnings.

. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES O F ESTIMATION
UNCERTAINTY

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

The estimates and underlying assumptions are redemm an ongoing basis. Revisions to accounting
estimates are recognized in the period in whictetgnate is revised if the revision affects omhigttperiod
or in the period of the revision and future periddke revision affects both current and futureipes.

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 impairmiaiss is measured as the difference between the
asset’s carrying amount and the present value toha&ed future cash flows (excluding future credit
losses that have not been incurred) discountetieafimancial asset's original effective interediera
Where the actual future cash flows are less thae@®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

September 30, December 31, September 30,

2016 2015 2015
Cash on hand $ 147  $ 98 3 112
Checking accounts and demand accounts 6,920,718 7,705,446 6,689,299
Cash equivalents
Time deposits with original maturities of less 3
months 3,087,845 4,700,052 3,132,377

$ 10,008,710 $ 12,405596 $ 9,821,788

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

September 30, December 31, September 30,

2016 2015 2015
Financial assets held for trading
Beneficial certificates - open-end funds $ 1,147,182 $ 2,150,244 $ 2,150,631
Domestic quoted stocks 89,460 76,560 85,057

$ 1,236,642 $ 2,226,804 $ 2,235,688

8. DEBT INVESTMENTS WITH NO ACTIVE MARKET - CURREN T

September 30, December 31, September 30,

2016 2015 2015
Certificates of deposits $ 59,302 $ 20,408 $ 20,914

See Note 31 for more information on debt investimenth no active market.
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9. NOTES AND ACCOUNTS RECEIVABLE, NET

September 30, December 31, September 30,
2016 2015 2015
Notes and accounts receivable - trade
Third parties $ 5,949,710 $ 4,197,226 $ 4,834,793
Related parties 424,347 370,224 344,586
6,374,057 4 567,450 5,179,379
Less: Allowance for doubtful accounts 167,847 133,698 90,699
Notes and accounts receivable, net $ 6,206,210 $ 4,433,752 $ 5,088,680
Other receivables
Income tax refund receivable $ 255,476 $ 204,785 $ 204,881
Factored accounts receivable 152,412 147,260 172,840
Others 31,667 32,279 38,736
Other receivables $ 439,555 $ 384,324 $ 416,457

Accounts Receivable - Trade

Of the balances of trade receivables that werechasat the end of the reporting period, the Giioagh not
recognized an allowance for impaired trade recédgmbecause there had been no significant change in
credit quality and the amounts were still consideecoverable. 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:

September 30, December 31, September 30,
2016 2015 2015
Not pass due $ 5,954,819 $ 4,065,359 $ 4,508,170
1-60 days 187,186 382,596 613,121
61-90 days 3,790 47,473 25
91-120 days 19,188 31,551 20,886
More than 121 days 209,074 40,471 37,177
$ 6,374,057 $ 4,567,450 $ 5,179,379

The above analysis was based on the past duerdateehd of credit term.

The Group did not have receivables that were paestdit not impaired.
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Movements in the allowance for impairment loss geired on trade receivables were as follows:

Individually Collectively
Assessed for Assessed for
Impairment Impairment Total
Balance at January 1, 2015 $ 28,474 $ 43,526 $ 72,000
Add: Impairment losses recognized on
receivables 1,166 17,533 18,699
Balance at September 30, 2015 $ 29,640 $ 61,059 $ 90,699
Balance at January 1, 2016 $ 83,522 $ 50,176 $ 133,698
Add: Impairment losses recognized on
receivables 17,132 17,064 34,196
Less: Exchange differences - (47) (47
Balance at September 30, 2016 $ 100,654 $ 67,193 $ 167,847

The Group individually recognized impairment lossestrade receivables of $100,654 thousand, $83,522
thousand and $29,640 thousand as of September036, Pecember 31, 2015 and September 30, 2015,
respectively. These amounts mainly pertained sbotoers that were in liquidation or in severe fitiah

difficulties. The Group had no collaterals fordbaeceivables.

The factored accounts receivable were as follows:

Factored Collected
Factor Amount Amount Prepayment
For the three months ended
September 30, 2016
HSBC Bank US$ 75,403 US$ 66,739 $ -
For the three months ended
September 30, 2015
HSBC Bank US$ 37,009 US$ 31,750 -

Note: Under other receivables.

The limit above was used on a revolving basis.

(In Thousands)

Discount Factor’s
Rate (%) Limit
- US$ 13,900
- US$ 10,350

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

September 30, December 31, September 30,

2016 2015 2015
Raw materials $ 3,206,499 $ 3,183,262 $ 3,162,945
Work in process 1,839,683 1,285,493 1,881,702
Semifinished products 937,424 720,852 679,504
Finished goods 74,169 61,769 44,048

$ 6,057,775 $ 5,251,376 $ 5,768,199
The costs of inventories recognized as cost of gaott for the three months ended and nine momithace
September 30, 2016 and 2015 were $9,707,871 thdu$8r230,711 thousand, $26,125,143 thousand and
$21,289,325 thousand, respectively.
The costs of goods sold for the three months eadednine months ended September 30, 2016 and 2015

included inventory write-downs of zero, $13,857 ukand, $8,598 thousand and reversal inventory
write-downs of $12,953 thousand, respectively.

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

September 30, December 31, September 30,

2016 2015 2015
Private equity
Domestic listed, common shares $ 320,595 $ 295,950 $ 322,800

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

The Group received the cash refund $49,500 thoudaedo capital reduction from APACER Technology
Inc. in the third season of 2016.
12. FINANCIAL ASSETS MEASURED AT COST - NON-CURRENT

September 30, December 31, September 30,

2016 2015 2015
Domestic unlisted common stocks $ 451,147 $ 446,045 $ 446,665
Overseas unlisted common stocks 307,596 159,174 156,993

758,743 $ 605,219 $ 603,658

Classified according to categories

Available-for-sale $ 758,743 $ 605,219 $ 603,658
Management believed that the above unlisted edoitgstments held by the Group, whose fair value
cannot be reliably measured due to the range sbredble fair value estimates was so significaet,etore
they were measured at cost less impairment atnti@iethe reporting period.

Impairment losses recognized on investment of domasd oversea unlisted common shares for the nine
months ended September 30, 2015 was $40,811 thahusan
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13. SUBSIDIARIES

a. Subsidiaries included in the consolidated fingreport

Investor

Phison Electronics
Corp.

Global Flash Limited

Core Storage
Electronics (Samoa)
Limited

Phisontech Electronics
(Malaysia) Sdn. Bhd.

Lian Xu Dong
Investment
Corporation

Epostar Electronics
(BVI) Corporation

Power Flash (Samoa)
Limited

Everspeed Technology
Limited

Note 1:

Note 2:

Note 3:

Note 4:

Investee (Note 1)

Lian Xu Dong Investment
Corporation

Phison Electronics Japan
Corp.

Emtops Electronics Corp.

Phisontech Electronics
(Malaysia) Sdn. Bhd.

Global Flash Limited

Power Flash (Samoa)
Limited

Epostar Electronics (BVI)
Corporation

Everspeed Technology
Limited

Phisontech (Shenzhen)
Limited

Core Storage Electronics
(Samoa) Limited

Hefei Core Storage
Electronic Limited

Phisontech Electronics
Taiwan Corp.

Ostek Corporation

Epostar Electronics
Corporation

Power Flash (HK) Limited
Memoryexchange

Corporation

Cloud Solution Global
Limited
Fast Choice Global Limited

Established in July 2015.

Main Businesses and
Products

Investment
Sales and service office

Sell flash memory
controllers and peripheral
system applications
products

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

Investment and trade

Investment and trade

Investment
Trading of electronics

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

Sale of electronic product

Design and sell flash
memory controllers and
peripheral system
applications

Trading of electronic
component

Trading of electronic
components

Established in March 2016.

Investment Percentage

September 30,
2016

100.00
100.00

100.00

87.00

100.00
100.00

44.21
100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

December 31,
2015

100.00
100.00

100.00

87.00

100.00

60.00

100.00

100.00

100.00

100.00

100.00

100.00

94.00

100.00

100.00

September 30,
2015

100.00
100.00

100.00

87.00

100.00

60.00

100.00

100.00

100.00

100.00

100.00

99.91

94.00

100.00

100.00

own 100% equity in Memoryexchange Corporation opt&aber 22, 2016.

Note 5:

Note 6:
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Refer to Note 4 for more information ontaésd reasons.

The Corporation acquired 100% shares oreber 25, 2014.

Note

Note 2
Note 7

Notes 5 and 8

Note 3

Notes 6

Note 7

Note 2

Note 4

Note 5

Note 5

Above immaterial subsidiaries have not beerewed, except those of Ostek Corporation.

Everspeed Technology Limited acquired frotimer shareholders the remaining interest to



14.

15.

Note 7: Refer to Note 25.

Note 8: Refer to Note 26.

b. Subsidiaries not included in the consolidatedricial report: None.

c. During the preparation of the consolidated fmalnstatements, the substantial transactions letiee

consolidated entities are entirely written off.

INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD

September 30, December 31, September 30,
Investments in Associates 2016 2015 2015

Unlisted stocks

Material associates

Kingston Solutions Inc. $ 915,431 $ 658,526 $ 649,675
Associates that are not individually material

Epostar Electronics (BVI) Corporation

(Note 25) 83,571 - -
Microtops Design Corporation 21,616 21,678 25,698
PMS Technology Corporation 2,497 2,124 2,957
Flexmedia Electronics Corporation 1,062 1,278 4,348
Manutius IP, Inc. - 25,149 26,654
Asdhya Enterprise Private Limited - - 658

1,024,177 $ 708,755 $ 709,990

Material Joint Ventures

September 30, December 31, September 30,
Associate 2016 2015 2015

Kingston Solutions Inc. 32.91 32.91 32.91

In April 2014, Emtops Electronics Corporation aresFChoice Global Limited invested in Manutius IP,
Inc. for 19% and 48% of the shares, respectivelyhe Corporation did not have substantial contrarov
Manutius IP, Inc.; therefore, the investment in Mi@ms IP, Inc. was accounted for by the equity-radth
Manutius IP, Inc. had been approved to dissolvéhbyJSA local government on July 8, 2016.

Refer to Table 5 “Information on Investees” for thature of activities, principal place of busineswl
country of incorporation of the joint ventures.

PROPERTY, PLANT AND EQUIPMENT

Land Testing Office Other Construction
Land Improvements Buildings Equipment Equipment Equipment in Progress Total

Cost

Balance, January 1, 2015 $ 547,014 $ 27,995 $ 1,052,762 $ 207,491 $ 40,425 $ 10,389 $ - $ 1,886,076
Additions - 690 2,282 53,934 3,810 6,972 - 67,688

Disposal - - - (14,423) (975) - - (15,398)
Net exchange differences - - - (413) (20) (181) - (614)
Reclassified - - - 3,227 - - - 3,227

Balance, September 30, 2015 $ 547,014 $ 28,685 $ 1,055,044 $ 249,816 $ 43,240 $ 17,180 $ - $ 1,940,979

(Continued)
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16.

Accumulated depreciation

Balance, January 1, 2015
Disposal

Depreciation

Net exchange differences

Balance, September 30, 2015
Balance, September 30, 2015, net
Cost

Balance, January 1, 2016

Additions

Disposal

Number of deconsolidation
subsidiary impacts

Net exchange differences

Reclassified

Balance, September 30, 2016

Accumulated depreciation

Balance, January 1, 2016

Disposal

Depreciation

Number of deconsolidation
subsidiary impacts

Net exchange differences

Reclassified

Balance, September 30, 2016

Balance, September 30, 2016, net

Land Testing Office Other Construction
Land Improvements Buildings Equipment Equipment Equipment in Progress Total

$ $ 9,902 $ 128,003 $ 88,133 $ 19,167 $ 6,851 $ 252,056
- - (14,423) (975) - (15,398)

2,751 21,369 44,415 8,832 2,467 79,834
- - (208) (146) (90) (444)

$ - $ 12,653 $ 149,372 $ 117,917 $ 26,878 $ 9,228 $ 316,048
$ 547,014 $ 16,032 $ 905,672 $ 131,899 $ 16,362 $ 7,952 $ 1,624,931
$ 547,014 $ 28,685 $ 1,060,552 $ 268,973 $ 47,706 $ 17,427 - $ 1,970,357
266,724 - 69,230 92,487 13,123 15,290 234,000 690,854
- - (37,914) (20,729) (2,683) - (61,326)
(2,331) - (1,783) (4,114)
- (180) (310) (405) (895)

2,859 2,198 905 - 5,962

$ 813,738 $ 28,685 $ 1,132,641 $ 323,233 $ 40,695 $ 27,846 $ 234,000 $ 2,600,838
$ $ 13,570 $ 156,534 $ 122,348 $ 30,204 $ 10,306 $ 332,962
- - (37,914) (20,729) (2,683) (61,326)

2,751 22,465 52,784 7,522 3,844 89,366
(507) - (186) (693)
(51) (68) (47) (166)

- 19 - 19

$ $ 16,321 $ 178,999 $ 136,660 $ 16,948 $ 11,234 $ 360,162
$ 813,738 $ 12,364 $ 953,642 $ 186,573 $ 23,747 $ 16,612 $ 234,000 $ 2,240,676

(Concluded)

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

Land improvements

Buildings

Buildings - electrical engineering

Testing equipment
Office equipment
Other equipment

INTANGIBLE ASSETS

Carrying amount

Computer software

Technology license fees

Patent

September 30,
2016

$ 92,031
91,393

$ 183,424

December 31,
2015

$ 69,751
105,232
23,640

$ 198,623

7 years
20-50 years
20 years
2-5 years

3 years

3-5 years

September 30,
2015

$ 59,522
38,475
23,640

$ 121,637

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

A subsidiary held the patent of the multimedia t@ilgphoto frame.
products were no longer produced, therefore, treurassessed that the future economic benefiteof th
patent cannot be determined. Also there was ruorirdtion about the net realizable value which cdgd

used as basis for valuation.
losses in the current period.

- 30

As of September 30, 2016, hdedla

As a result, the @Bregognized the entire amount of patent as impaitm



Except for the above description and the amortratecognized, the Group had no significant adalitam
disposal of, and impairment of intangible assetstfe three months ended and nine months ended
September 30, 2016 and 2015.

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

18.

19.

Computer software 0.5-3 years
Technology license fees 0.5-8 years
. SHORT-TERM LOANS
Short-term Borrowings
September 30, December 31, September 30,
2016 2015 2015
Unsecured borrowings
Bank loans $ - $ 196,950 $ 723,140
Interest rate - 0.90-0.92 0.75-0.82
Due date - 2016.2.15 2015.11.22
OTHER PAYABLES AND OTHER CURRENT LIABILITIES
September 30, December 31, September 30,
2016 2015 2015
Other payables
Salaries payable and bonus payable $ 1,805,005 $ 1,326,739 $ 1,097,791
Others 994,282 1,005,605 1,251,619
$ 2,799,287 $ 2,332,344 $ 2,349,410
PROVISIONS - CURRENT
September 30, December 31, September 30,
2016 2015 2015
Sales returns and allowances $ 204,383 $ 149,852 $ 84,194

For the Nine Months Ended

September 30
2016 2015
Balance, January 1 $ 149,852 $ 71,128

Recognized provision 185,474 75,772

Usage of provision (130,943) (62,706)
Balance, September 30 $ 204,383 $ 84,194
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Provisions for sales returns and allowances anena&td 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.

20. RETIREMENT BENEFIT PLANS
The Corporation recognized pension costs of $1{Bbdisand, $1,065 thousand, $3,930 thousand and
$3,198 thousand for three months ended and nineth®moended September 30, 2016 and 2015,
respectively.

21. EQUITY
a. Share capital

Common shares

September 30, December 31, September 30,

2016 2015 2015
Number of shares authorized (in thousands) 230,000 230,000 230,000
Capital authorized $ 2,300,000 $ 2,300,000 $ 2,300,000
Number of shares issued and fully paid (in
thousands) 197,374 197,374 197,374
Capital issued $ 1,973,740 $ 1,973,740 $ 1,973,740

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, an employee stock option plas approved by the Corporation’s board of
directors, and the Financial Supervisory CommisglBC) also approved this plan as shown in FSC
document No. 1040048913.

In accordance with the Article 56, No. 2 of the Rlagjons Governing the Offering and Issuance of
Securities by Securities Issuers and the regulatidrine issuance of employee share options in,2015
the shares could be issued as a whole or in papsndling on the actual needs within the year starti
from the date the issuer received the notificatibapproval from the authorities. The employeesha
options were not issued because very high costsofance will be incurred if the options are issued.
The employee share options cannot be issued aftezriber 26, 2016.

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.
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b. Capital surplus

September 30, December 31, September 30,
2016 2015 2015

May be used to offset a deficit, distributed
as cash dividends, or transferred to share
capital (Note)

Arising from issuance of common share $ 6,246,929 $ 6,246,929 $ 6,246,929
Arising from the difference between

consideration received or paid and the

carrying amount of the subsidiaries’ net

assets during actual disposal or acquisition 151,444 4,069 4,069

May be used to offset a deficit only

Expired stock options 227 227 227

May not be used for any purpose

Arising from share of changes in capital
surplus of associates 263,344 263,344 263,344

$ 6,661,944 $ 6,514,569 $ 6,514,569

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

c. Retained earnings and dividend policy

In accordance with the amendments to the Corperatibct made in May 2015, the recipients of
dividends and bonuses are limited to shareholdedsd® not include employees. The shareholders
held the annual general shareholders’ meeting (“AGdh June 15, 2016 and, in that meeting, had
resolved to make amendments to Articles, partiuldte amendment to the policy on dividend
distribution and the addition of the policy on distition of employees’ compensation.

The policy on appropriation of earnings and dividiatistribution in amended to the Corporation’s
Articles of Incorporation provided that, accorditigthe final settlement, earns profits in a fispadar,
such profits shall first be set aside to pay thgliegble taxes, offset losses, set aside for legsdrve
pursuant to laws and regulations, unless the legsgrve has reached total paid-up capital. The
remaining profits shall be set aside for speciaéree in accordance with the laws, regulationgher
business requirements. Any further remaining qfius unappropriated earnings shall be distribute
in accordance with the proposal submitted by thar8mf Directors, for approval at a shareholders’
meeting. For the policies on distribution of eny@es’ compensation or bonuses to employees and
remuneration to directors before and after amentinser Note 23(d).

The Corporation’s dividend appropriation is basadtse 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 distibdtir the shareholders’ approval. Profits may be
distributed as cash or stock dividend; howeverhcdwidends should be at least 10% of total
distribution.
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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 resbase
exceeded 25% of the Corporation’s paid-in capitag 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 tlmwme tax paid by the Corporation.

The appropriations of earnings for 2015 and 20 Heeen approved in the shareholders’ meetings on
June 15, 2016 and June 2, 2015. The appropriagiotisliividends per share were as follows:

Appropriation of Earnings Dividends Per Share (NT$)
For Year 2015 For Year 2014 For Year 2015 For Year 2014
Legal reserve $ 400,001 $ 320,115
(Reversal of) special reserve 106,302 (6,185)
Cash dividends 2,368,488 2,210,589 $12.0 $11.2

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

For the Nine Months Ended

September 30
2016 2015
Balance at January 1 $ (26,608) $ (5,056)
Exchange differences arising on translating tharfaal
statements of foreign operations (38,485) (9,752)
Related income tax 6,543 1,658
Balance at September 30 $ (58,550) $ (13,150)

2) Unrealized gain (loss) on available-for-sal@finial assets

For the Nine Months Ended

September 30
2016 2015
Balance at January 1 $ (84,750) $ -
Unrealized gain arising on revaluation of availafolesale
financial assets 74,145 (57,900)
Balance at September 30 $ (10,605) $ (57,900)
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e.

Non-controlling interests

For the Nine Months Ended

September 30
2016 2015
Balance at January 1 $ 221,533 $ 260,061
Non-controlling interest reducing from Everspeedhr®logy

Limited (Note 26) (147,375) -
Non-proportional investment Epostar Electronics (BV

Corporation (Note 25) (7,710) -
Non-controlling interest arising from Epostar Etedics (BVI)

Corporation - 63,874
Partial disposal of Phisontech Electronics (MalaySidn. Bhd.

(Notes 26) - 7,761
Other 4,577 -
Attributable to non-controlling interests:

Share of profit for the year (64,944) (200,727)

Exchange difference arising on translation of fgmegntities (115) (7,624)
Balance at September 30 $ 5,966 $ 123,345

On March 23, 2015, the Corporation subscribed fioliteonal new shares of EpoStar Electronics (BVI)
Corporation at a percentage different from its taxgsownership percentage, and increased continuing
interest to 60%, therefore, the Corporation acquimntrol over Epostar Electronics (BVI)
Corporation. On April 10, 2015, EpoStar Electreni(BVI) Corporation then subscribed for
additional new shares of Epostar Electronics Catpam at a percentage different from its existing
ownership percentage, and increased its continuitggest to 99.91%, therefore, EpoStar Electronics
(BVI) Corporation acquired control over EpoStarditenics Corporation. Starting from the date the
Corporation acquired the control, the two companigse included in the consolidated report as
subsidiaries and the non-controlling interestseased by $63,874 thousand.

Treasury shares

For Company

Credit and

Shareholders’
Equity (In

Share Buy-Back Thousands of
Shares)
Number of shares at January 1, Z -
Increase during the ye 30C
Number of shares September 30, 20 30C

After the Board Meeting on August 8, 2016, the @oation has decided to buy back shares under
Article 28-2 of the Securities and Exchange Act amtler the Regulations Governing Share

Repurchase by Exchange-Listed and OTC-Listed Comapgublished by the Securities and Futures
Bureau. The purpose of the share buy-back is totaia the Corporation’s credit and shareholders’

equity. The planned buy-back period is from Audis2016 to October 8, 2016. The Corporation is
planned to buy back 7,500 thousand shares at pfioes NT$189 to NT$270 per share. As at

September 30, 2016, the Corporation has bought 8@@khousand shares.
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22.

Under the Securities and Exchange Act, the Cororashall neither pledge treasury shares nor
exercise shareholders’ rights on these shares, asiclghts to receive dividends and to vote. Under
Article 28-2, paragraphs 4 of the Securities andharge Act, companies that buy back shares in order
to maintain credit and shareholders’ equity, anduce the shares subsequently must apply for
amendment of registration of capital stock withiirmonths after the buy-back.

For the purpose of the amendment of the registeapital amount after the reduction of shares, the
Corporation’s board of directors has set Novemifei2016 as the record date of the reverse split.

INCOME TAXES
a. Income tax recognized in profit or loss:
The major components of tax expense (benefit) wsrllows:
For the Three Months Ended For the Nine Months Ended
September 30 September 30
2016 2015 2016 2015
Current tax
Current period $ 205,796 $ 167,379 $ 500,650 $ 490,274
Income tax expense of
unappropriated earnings - - 112,522 67,663
In respect of prior periods (100,419) 44,595 (100,419) 44,595
105,377 211,974 512,753 602,532
Deferred tax
Current period (44,423) 22,610 (59,473) (14,205)
Income tax expense recognized
in profit or loss $ 60,954 $ 234,584 $ 453,280 $ 588,327
b. Income tax benefits recognized in other comprsive income:
For the Three Months Ended For the Nine Months Ended
September 30 September 30
2016 2015 2016 2015
Deferred income tax
Recognized in other
comprehensive income
Translation of foreign
operations $ 4,049 $ 190 $ 6,543 $ 1,658
c. The Corporation’s net operating income gener#teah 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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d.

Integrated income tax information of the Corpiora

September 30,
2016
Unappropriated retained earning
Unappropriated retained earnings gener
on and after January 1, 1998 $ 10,506,284
Balance of imputation credit account (ICA) $ 1,099,004

The creditable ratios for the distribution of eags
Income tax assessments

Associate

December 31, September 30,
2015 2015
$ 9,990,216 $ 8,972,782
$ 1071531 $ 852,967
December 31
2015 2014
14.61% 14.08%

For the Year Ended

Phison Electronics Corp.

Lian Xu Dong Investment Corporation
Emtops Electronics Corp.

Ostek Corporation

Phisontech Electronics Taiwan Corp.
Memoryexchange Corporation.

2014
2014
2014
2014
2014
2013

23. NET PROFIT AND OTHER COMPREHENSIVE INCOME
The following items were included in the net prédit 2016 and 2015:
a. Other gains and losses

For the Three Months Ended For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015

Foreign exchange gain (loss),

net $ (191,042) $ 335,548 $ (183,853) $ 214,641
Gain (loss) on disposal of

financial assets carried at

cost measure - (1,420) - (1,420)
Gain on deconsolidation of

subsidiaries 45,649 - 45,649 -
Impairment loss recognized on

financial assets - (40,811) - (40,811)
Impairment loss recognized on

intangible assets (23,640) - (23,640) -
Loss on financial assets held

trading 3,770 (4,435) 11,902 (3,788)
Others (4,338) 4 (4,336) (50,010)

$ (169,601) $ 288,886 $ (154,278) $ 118,612
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b. Other income

Interest income

Bank deposits
Rental income
Dividend income
Others

c. 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

d. Employee benefit expense

Short-term employee benefits

Post-employment benefits
Defined contribution plans
Defined benefit plans

Termination benefits

For the Three Months Ended

For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
$ 6,139 $ 7,99 $ 25,183 $ 27,462
620 1,375 1,816 7,294
33,009 33,000 38,768 40,136
39,014 3,613 77,369 8,760
$ 78,782 $ 45982 143,136 83,652

For the Three Months Ended

For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
$ 31,564 $ 27,305 $ 89,366 $ 79,834
26,500 26,143 92,095 71,881
$ 58,064 $ 53,448 181,461 151,715
$ 5,566 $ 7,516 $ 17,368 $ 23,037
25,998 19,789 71,998 56,797
$ 31,564 $ 27,305 $ 89,366 $ 79,834
$ 1,840 $ 1,180 $ 5152 $ 3,524
24,660 24,963 86,943 68,357
$ 26,500 $ 26,143 $ 92,095 $ 71,881

For the Three Months Ended

For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015

$ 834,787 $ 650,586 $ 2,121,591 $ 1,745,624
15,805 12,784 46,173 35,600
1,310 1,065 3,930 3,198
17,115 13,849 50,103 38,798
- (8) - 264
(Continued)
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For the Three Months Ended For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
Other employee benefits
Employee welfare $ 16,173  $ 13,395 $ 43,045 $ 35,493
Food stipend 8,619 7,397 25,048 18,844
24,792 20,792 68,093 54,337

$ 876,694 $ 685219 $ 2,239,787 $ 1,839,023

Employee benefits
Recognized in operating

costs $ 44974 % 42,425 $ 132,754 $ 122,542
Recognized in operating
expenses 831,720 642,794 2,107,033 1,716,481

$ 876,694 $ 685219 $ 2,239,787 $ 1,839,023
(Concluded)

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 directods a
supervisors at the rates between 8% and 19%, arugher than 1.5%, respectively, of net profit
before income tax, employees’ compensation, andimenation to directors and supervisors.

The existing Articles of Incorporation of the Compastipulate to distribute bonus to employees and
remuneration to directors and supervisors repregei®l%-25% and 1%, respectively, of net income
(net of the bonus and remuneration), before thendments to the Corporation’s Articles.

The amount of the bonus to employees and the rematioe to directors and supervisors for the three
months and nine months ended September 30, 201& wetermined by the policies before
amendment.

For the Three Months Ended For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
Bonus to employees $ 173,950 $ 166,689 $ 420,717 $ 424,588
Remuneration of directors and
supervisors $ 17,395 $ 13,890 $ 42572 $ 35,382

If there is a change in the proposed amounts #fterannual consolidated financial statements are
authorized for issue, the differences are recoedea change in accounting estimate.
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The appropriations of employees’ compensation antuneration to directors and supervisors for 2015
having been resolved by the board of directors @nckl 22, 2016, and the appropriations of bonus to
employees and remuneration to directors and sugmsvifor 2014 having been approved in the
shareholders’ meetings on June 2, 2015, respegctiveére stated as below. The employees’
compensation and remuneration to directors andrgigpes for 2015 are subject to the resolutionhef t
amendments to the Company’s Articles of Incorporatfor adoption by the shareholders in their
meeting to be held on June 15, 2016, and in additiereto a report of such distribution shall be
submitted to the shareholders’ meeting.

For the Year Ended 2015 For the Year Ended 2014
Cash Stock Cash Stock
Dividends Dividends Dividends Dividends
Bonus to employees $ 500,000 $ - $ 420,000 $ -
Remuneration of directors and
supervisors 38,000 - 26,572 -

The employees’ compensation and the remuneratiairéotors and supervisors for 2015, the amount
of bonus to employees and the remuneration totdireand supervisors for 2014 were approved in the
shareholders’ meetings on March 22, 2016 and JuB@15, respectively were as follows:

For the Year Ended 2015 For the Year Ended 2014
Remuneration Remuneration
of Directors of Directors
Bonus to and Bonus to and

Employees Supervisors Employees Supervisors

Amounts approved in board of

directors $ - $ - $ 420,000 $ 26,572
Amounts approved in
shareholders’ meetings $ 500,000 $ 38,000 $ - $ -

Amounts recognized in
respective financial

statements $ 500,000 $ 38,000 $ 420,000 $ 26,724

The differences above were recognized in profitlasd in next year.

Information on the employees’ compensation and resration to directors and supervisors for 2015
resolved by the Company’s board of directors in 2@hd bonus to employees, directors and
supervisors for 2014 resolved by the shareholderséting in 2015 are available on the Market
Observation Post System website of the Taiwan SExckange.

Foreign exchange (loss) gain, net

For the Three Months Ended For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
Foreign exchange gain $ 135,788 $ 530,935 $ 483,398 $ 672,725
Foreign exchange loss (326,830) (195,387) (667,251) (458,084)
Net gain (loss) $(191,042) $ 335,548 $ (183,853) $ 214,641
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24. EARNINGS PER SHARE

For the Three Months Ended

(New Taiwan Dollars)

For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
Basic earnings per share $ 761 $ 6.00 $17.18 $ 15.16
Diluted earnings per share $ 7.54 $ 5.96 $16.98 $14.94

Earnings and weighted average shares used to at@drnings per share were as follows:

Net Profit for the Period

For the Three Months Ended

For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
Earnings used in the computation
of basic earnings per share
Profit for the period attributable
to owners of the Corporation $ 1,500,519 $ 1,184,126 $ 3,390,859 $ 2,964,237
Earnings used in the computation
of diluted earnings per share
Profit for the period attributable
to owners of the Corporation 1,500,519 1,184,126 3,390,859 2,964,237

Shares

For the Three Months Ended

(In Thousands of Shares)

For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015

Weighted average number of

ordinary shares in computation

of basic earnings per share 197,204 197,374 197,317 195,500
Effect of potentially dilutive

ordinary shares:

Bonus issue to employees 1,768 1,221 2,359 2971
Weighted average number of

ordinary shares used in the

computation of dilutive earnings

per share 198,972 198,595 199,676 198,471

Since the Group is able to settle the bonus to @yepls by cash or shares, the Group presumed #hat th
entire amount of the bonus would be settled ineshand the resulting potential shares were inclirdéue
weighted average number of shares outstandingingbe computation of diluted EPS, if the shared ha

dilutive effect.

Such dilutive effect of the poteh shares was included in the computation oftdduEPS

until the shareholders resolve the number of shiard® distributed to employees at their meetinghen

following year.
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25. DISPOSAL OF SUBSIDIARIES

The Group did not proportionally subscribe for thew issue of common shares for cash of Epostar
Electronics (BVI) Corporation on August 25, 2016As a result, the Corporation’s ownership percentage
decreased from 60% to 44%. The Corporation’s flegs 50% voting rights had no power to govern the
financial and operating policies of Epostar Elegits (BVI) Corporation. Therefore the Corporatiuas

lost control over Epostar Electronics (BVI) Corpigza on August 25, 2016.

a. Analysis of assets and liabilities on the datgtrol was lost

August 24, 2016

Current assets

Cash and cash equivalents $ 25,297
Trade receivables 1,776
Inventories 1,090
Other 1,125
Non-current assets
Property, plant and equipment 3,421
Intangible assets 5,526
Other 442
Current liabilities
Payables (340)
Other payables (18,344)
Other (718)
Net assets disposed of $ 19,275

Gain on disposal of subsidiary

Consideration received of fair value

Less: Consideration received of book value
Net assets disposed of
Non-controlling interests

Gain on disposal

Net cash inflow on disposal of subsidiary

Cash and cash equivalent balances disposed of
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For the Eight
Months and 25"
Ended
August 25, 2016

$ 57,214
11,565
19,275
(7.710)
$ 45,649

August 25, 2016

$ 25,297



26. EQUITY TRANSACTIONS WITH NON-CONTROLLING INTERE STS

27.

As stated in Note 4, as recorded in the minutemeétings of the Corporation’s board of directors on
August 11, 2016 and as stipulated in the declaratb Mr. Khein Seng Pua, the Chairman of the
Corporation, Khein Seng Pua, the operation managemwk 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 Electronic Corporati@8q% acquired by the Corporation on December 25,
2014 and renamed as Ostek Corporation) are undmtasuial control by the Chairman and should be
considered as the related parties of the Corparati©therwise, according to Rule No. 10500364 7ieids
by the FSC, the Corporation treated the aforemeaticompanies as controlled entities and inclubdesget
entities in the consolidated financial statements.

The Corporation does not have equity interest iargweed Technology Group. However, the Chairman
of the Corporation has substantial control over rgveed Technology Group. Therefore, for the
long-term development and enhancement of the ityegfr the operating structure, the Corporationrdoa
of directors held a meeting on September 21, 2016 decided to acquire from the shareholders of
Everspeed Technology Limited, the parent comparigvefrspeed Technology Group, 100% equity interest
of Everspeed Technology Group for NT$1 from thershalders of the parent of Everspeed Technology
Group, Everspeed Technology Limited on Septembe306. Then the Corporation included Everspeed
Technology Group in the consolidated financial estants as a controlled entity and accounted for the
acquisition as equity transaction.

On June 23, 2015, the Corporation disposed of 18%s anterest in Phisontech Electronics (Malaysia)
Sdn. Bhd. and reduced its continuing interest fi@8% to 87%. The transactions was accounted for as
equity transaction since the Group did not ceasate control over the subsidiary.

Phisontech
Everspeed Electronics
Technology  (Malaysia) Sdn.
Limited Bhd.
Cash consideration received (paid) $ - $ 11,830
The proportionate share of the carrying amounhefrtet assets of
the subsidiary transferred to non-controlling iests 147,375 (7,761)
Differences arising from equity transaction $ 147,375 $ 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 $ 147,375 $ 4,069

CAPITAL MANAGEMENT

The Group manages its capital to ensure that thigesnin the Group will be able to continue asmgpi
concerns while maximizing the return to sharehadéirough the optimization of the debt and equity
balance.

The capital structure of the Group consists ofdedits (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.
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28.

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

Based on

recommendations of the key management personnekder to balance the overall capital structure, th
Group may adjust the amount of dividends paid taredtolders and the amount of new debt issued or

existing debt redeemed.

FINANCIAL INSTRUMENTS
Fair Value of Financial Information

a. Fair value of financial instruments not cardair value

The Group management considers the carrying amaiiriisancial 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

September 30, 2016

Level 1 Level 2 Level 3 Total

Financial assets at fair value
through profit or loss

Domestic quoted stocks $ 89,460 $ - % - % 89,460
Beneficial certificates -

open-end funds 1,147,182 - - 1,147,182

$ 1,236,642 $ - % - $ 1,236,642

Available-for-sale financial
assets

Unlisted debt securities-ROC $ - $ 320595 $ - $ 320,595

December 31, 2015

Level 1 Level 2 Level 3 Total

Financial assets at fair value
through profit or loss

Domestic quoted stocks $ 76560 $ - $ - $ 76,560
Beneficial certificates -

open-end funds 2,150,244 - - 2,150,244

$ 2,226,804 $ - $ - $ 2,226,804

Available-for-sale financial
assets

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

-44 -



September 30, 2015

Level 1 Level 2 Level 3 Total
Financial assets at fair value
through profit or loss
Domestic quoted stocks $ 85,057 $ - % - % 85,057
Beneficial certificates -
open-end funds 2,150,631 - - 2,150,631
$ 2,235,688 $ - % - $ 2,235,688

Available-for-sale financial
assets

Unlisted debt securities-ROC $ - $ 322800 $ - $ 322800

There were no transfers between Levels 1 and thénine months ended September 30, 2016 and

2015.
2) Valuation techniques and inputs applied for fh&rpose of measuring Level 2 fair value
measurement
Financial Instruments Valuation Technigues and Inputs

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

Categories of Financial Instruments

September 30, December 31, September 30,

2016 2015 2015

Financial assets
Financial assets at fair value through profit @slo

Held for trading $ 1,236,642 $ 2,226,804 $ 2,235,688
Notes receivable and accounts receivable

(Note 1) 16,274,222 16,859,756 14,931,382
Available-for-sale financial assets (Note 2) 1,079,338 901,169 926,458
Financial liabilities
Financial liabilities at amortized cost (Note 3) 3,543,021 4,453,110 4,091,542

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
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Financial Risk Management Objectives and Policies

The Group’s major financial instruments consistédeqguity 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, interesteatsk, and other price risk), credit risk, andilidjty risk.

a. Market risk

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

1) Foreign currency risk

The Group had foreign currency sales and purchadesh 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 cuwcyeexchange 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.

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

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 intesnédl key management personnel and represents
management’'s assessment of the reasonably posgiblege 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 otharitgcgassociated with New Taiwan dollars
strengthening 6% against the relevant currencyr &% 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 Nine Months Ended

September 30
2016 2015
Profit or loss $ 572,592 $ 305,119
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2) Interest rate risk

The Group was exposed to interest rate risk becgumep 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 periecevas follows:

September 30, December 31, September 30,

2016 2015 2015
Fair value interest rate risk
Financial assets $ 3,147,147 $ 4,720,460 $ 3,153,291
Financial liabilities - 196,950 723,140
Cash flow interest rate risk
Financial assets 6,920,718 7,705,446 6,689,299

Interest rate sensitivity analysis

Had interest rates been 1 basis point higher drattadr variables were held constant, the Group’s
pre-tax profit for the nine months ended Septendfer2016 and 2015 would have increased by
approximately $519 thousand and $502 thousandecésply.

3) 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.

If equity prices had been 1% higher/lower, prepasfit for the nine months ended September 30,

2016 and 2015 would have increased by $12,366 #mouand $22,357 thousand, respectively.

The pre-tax other comprehensive income for the ninaths ended September 30, 2016 and 2015
would increase by $3,206 thousand and $3,228 thadysaspectively.

b. Credit risk

Credit risk refers to the risk that counter-partyl @efault on its contractual obligations, resndiin
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 obligatygn
the counter-parties as well as financial guaranggesided by the Group, arose from the carrying
amounts of the respective recognized financialtasgsestated 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 transactiamscleded is spread out among approved
counter-parties.  Ongoing credit evaluation is qened on the financial condition of trade
receivables.

-47 -



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

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 uiiian of bank borrowings and ensures compliance
with loan covenants. The Group relies on bankdwairrgs as a significant source of liquidity. As of
September 30, 2016, December 31, 2015 and Sept8@b@015, the Group had available unutilized
overdraft and short-term bank loan facilities ofpagpimately $3,307,134 thousand, $2,868,675
thousand and $3,863,610 thousand, respectively.

Liguidity and interest risk tables

The following tables detail the Group’s remainimntactual maturity for its nonderivative financial
liabilities with agreed repayment periods. Thddathave 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.

September 30, 2016

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 $ 1,671,388 $ 2,772,517 $ 2,411,993 $ - $ -
Variable interest rate instruments - - - - -
$ 1,671,388 $ 2,772517 $ 2411993 $ - $ -
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 $ $ -
September 30, 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 $ 2,202,733 $ 2,255,381 $ 2,049,252 $ $ -
Fixed interest rate instruments 493,050 230,090 - -
$ 2,695,783 $ 2,485,471 $ 2,049,252 $ $ -
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29.

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 actoded below.

a. Operating revenue

For the Three Months Ended For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
Related parties categories
Associates $ 14214 % 1417 $ 30,180 $ 9,863
Other related parties (Note) 579,117 447,716 1,538,074 1,117,571

$ 593331 $ 449,133 $ 1,568,254 $ 1,127,434

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

b. Operating cost

1)

2)

Purchase

For the Three Months Ended For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
Related parties categories
Associates $ 72,744 $ 68,033 $ 231,299 $ 187,221
Other related parties (Note) 4,625,426 3,709,634 17,542,154 12,053,033

$ 4698170 $ 3,777,667 $17,773,453 $12,240,254

Process cost

For the Three Months Ended For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
Related parties categories
Associates $ - $ 80 $ - $ 80
Other related parties (Note) 826,550 410,326 2,563,532 597,402

$ 826550 $ 410,406 $ 2,563,532 $ 597,482

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

Receivables from related parties

September 30, December 31, September 30,

2016 2015 2015
Related parties types
Associates $ 14,184 $ 1,692 $ 391
Other related parties (Note) 410,163 368,532 344,195

$ 424,347 $ 370,224 $ 344,586
The outstanding trade receivables from relatedigsarire unsecured. No bad debt expense was
recognized for the nine months ended SeptembeP@D6 and 2015 for the allowance for impaired
trade receivables with respect to the amounts doyedlated parties.

Payable to related parties

September 30, December 31, September 30,

2016 2015 2015
Related parties types
Associates $ 38,981 $ 21,534 $ 8,501
Other related parties (Note) 2,481,738 3,143,046 2,039,437

$ 2,520,719 $ 3,164,580 $ 2,047,938
The outstanding trade payables from related paatiesinsecured.

Note: Other related parties are mainly corporatenbers of the Corporation’s board of directors and
their subsidiaries.

Compensation of key management personnel

For the Three Months Ended For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015
Short-term employee benefits $ 110,721 $ 62,878 $ 197,738 $ 151,563
Post-employment benefits 365 317 1,081 949
Termination benefits - (8) - 264
Other employee benefits 2,556 1,716 4,745 3,718

$ 113,642 $ 64,903 $ 203,564 $ 156,494

The remuneration of directors and key executives determined by the remuneration committee on
the basis of the performance of individuals andkeiairends.
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30. OPERATING LEASE ARRANGEMENTS
a. The Group as lessee
The Group’s lease contracts for the factory andffiee expire on April 24, 2018.

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

Period/Year Amount
2016 (from September to December) $ 3,512
2017 8,603
2018 369
$ 12,484

b. The Group as lessor

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

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

Period/Year Amount
2016 (from September to December) $ 628

31. ASSETS PLEDGED
The following assets had been pledged as refundigplesits as required by customs authorities:

September 30, December 31, September 30,

2016 2015 2015
Refundable deposits for the Customs Duty
Bureau - certificates of deposits (debt
investments with no active market) $ 59,302 $ 20,408 $ 20,914

32. SIGNIFICANT COMMITMENTS AND CONTINGENCIES

The Group’s significant commitments and contingesds of September 30, 2016, December 31, 2015 and
September 30, 2015 were as follows:

Significant Commitments

September 30, December 31, September 30,

2016 2015 2015
Unused letters of credit $ 2,020,946 $ 710,000 $ 710,000
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33. EXCHANGE RATE INFORMATION OF FOREIGN-CURRENCY F INANCIAL ASSETS AND
LIABILITIES

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

In Thousands of New Taiwan Dollars and Foreign Curencies

September 30, 2016

Foreign New Taiwan
Currencies Exchange Rates Dollars
Financial assets
Monetary
UsD $ 387,232 31.360 $ 12,143,589
CNY 53,187 4.693 249,608
Financial liabilities
Monetary
usD 82,921 31.360 2,600,400
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
uUsD 106,407 32.825 3,492,815
September 30, 2015
Foreign New Taiwan
Currencies Exchange Rates Dollars
Financial assets
Monetary
uUsD $ 254,663 32.8700 $ 8,370,777
CNY 32,470 5.1760 168,063
Financial liabilities
Monetary
UsD 99,953 32.8700 3,285,458
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34.

35.

For the three months ended and nine months engedrBieer 30, 2016 and 2015, (realized and unreglized
net foreign exchange losses were $191,042 thougmmts $335,548 thousand, losses $183,853 thousand
and gains $214,641 thousand, respectively. Imigractical to disclose net foreign exchange gains b
each significant foreign currency due to the variet the foreign currency transactions and functlon
currencies of the group entities.

OTHER SIGNIFICANT EVENT

On August 5, 2016, the Hsinchu District Prosecutdffice conducted a statutory investigation of the
Corporation, and the media reported an allegedatimi of the Securities and Exchange Act by the
Corporation. On August 6, 2016, the Corporatiold lzepress conference and indicated a case between
and among the Corporation, Ostek Corporation (formme was Twinson Electronics Corporation),

Memoryexchange Corp and Everspeed Technology Grolipe statutory investigation was ongoing, and
it has not affected the Corporation’s financial dition and business operation.

ADDITIONAL DISCLOSURES

a. Information about significant transactions amgbstees:
1) Financing provided to others. (None)
2) Endorsement/guarantee provided. (None)

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

4) Marketable securities acquired and dispos@wsts or prices of at least NT$300 million or 206 o
the paid-in capital. (None)

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

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 2)

8) Receivables from related parties amounting ttdeast NT$100 million or 20% of the paid-in
capital. (Table 3)

9) Trading in derivative instruments. (None)
10) Intercompany relationships and significantricoenpany transactions. (Table 4)
11) Information for investees. (Table 5)
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 6)
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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. (Table 7)

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

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

¢) The amount of property transactions and the amnofuthe resultant gains or losses.

d) The balance of negotiable instrument endorsesrangjuarantees 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 raogiof services.
36. SEGMENT INFORMATION
Information reported to the chief operating decisinaker for the purposes of resource allocation and
assessment of segment performance focuses on ke tbf 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 coltets and make investments.

a. Segment revenues and results

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

Segment Revenues Segment Profits
For the Three Months Ended  For the Three Months Ended
September 30 September 30
2016 2015 2016 2015

Department that designs and

sells flash memory

controllers $ 12,337,357 $ 10,189,151 $ 1,497,297 $ 1,085,990
Investment department - - (16) (16)
Total operating segments $ 12,337,357 $ 10,189,151 1,497,281 1,085,974

Other gains and losses (169,601) 288,886
Share of gains (losses) of

associates 137,996 (2,152)
Other income 78,782 45,982
Financial costs (61) (552)
Income before income tax $ 1544397 $ 1,418,138
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Segment Revenues Segment Profits
For the Nine Months Ended For the Nine Months Ended

September 30 September 30
2016 2015 2016 2015

Department that designs and

sells flash memory

controllers $ 32,700,681 $ 27,053,956 $ 3,565,118 $ 3,171,845
Investment department - - (182) (851)
Total operating segments $ 32,700,681 $ 27,053,956 3,564,936 3,170,994
Other gains and losses (154,278) 118,612
Share of gains of associates 226,740 (19,252)
Other income 143,136 83,652
Financial costs (1,339) (2,169)
Income before income tax $ 3,779,195 $ 3,351,837

Segment revenue reported above was generated kimmmal customers. There were no intersegment
sales for the nine months ended September 30, 20d.2015.

Segment profit is the profit earned by each segmathibut share of gains or loss of associatesatent
revenue, interest income, gain or loss on dispafsptoperty, plant and equipment, gain or lossae s
of investments, exchange gain or loss, valuation galoss on financial instruments, interest exggen
and income tax expense.

Segment assets and liabilities

The Group does not report segment assets anditlegbibr other segment information to the chief
operating decision maker. Therefore, no infornmaisodisclosed here.
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED MARKETABLE SECURITIES HELD

SEPTEMBER 30, 2016

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

TABLE 1
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) Marketable Securities Type/Name and |Relationship with the ) . September 30, 2016
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
Maga Diamond Money Market Fund - Financial asaefair value through profit or loss - current 387 $ 103,092 - $ 103,092 Note |3
FSITC Taiwan Money Market Fund - Financial asset&ir value through profit or loss - current 18 92,915 - 92,915 Note 3
UPAMC James Bond Money Market Fund - Financiab®sat fair value through profit or loss - current 12,254 202,764 - 202,764 Note|3
Union Money Market Fund - Financial assets atvalue through profit or loss - current 6,995 91,459 - 91,459 Note 3
Franklin Templeton Sinoam Money Market - Financial assets at fair value through profitoss - current 14,847 151,816 - 151,816 teNBo
Fund
Yuanta De-Li Money Market Fund - Financial assetiir value through profit or loss - current 130 50,523 - 50,523 Note 3
Jih Sun Money Market Fund - Financial assetsiavédue through profit or loss - current 13,761 201,816 - 201,816 Note
Taishin Ta-Chong Market Fund - Financial assefaiavalue through profit or loss - current 5 50,537 - 50,537 Note
Allianz Global Investors Taiwan Money - Financial assets at fair value through profitoss - current 8,119 100,684 - 100,684 eNpot
Market Fund
Common stock
Orient Semiconductor Electronics Ltd. - Finaneisdets at fair value through profit or loss - coirre 7,100 89,460 0.88 89,46( Note|4
Aptos Technology Inc. - Financial assets carriecbat - non-current 2,647 19,306 1.84 45358, Note 5
Viva Baseball Co., Ltd. - Financial assets cardedost - non-current Note 7 266 8.33 262 Note 5
Jafco Asia Technology Fund IV L.P. - Financialessarried at cost - non-current 950 10,956 0.50 6,091 Note 5
AppWorks Fund | Co., Ltd. - Financial assets @&t@t cost - non-current 3,000 24,471 18.75 30,612 Note 5
Zillians Inc. - Financial assets carried at cost - non-current 440 - 17.25 (6,350) Note &
Adam Elements International Co., Ltd. - Finaneisgets carried at cost - non-current 1,710 3,37B 19.00 19,965 Note &
Jafco Asia Technology Fund VI L.P. - Financialessarried at cost - non-current 900 25,755 0.67 24,418 Note 5
THLight Co., Ltd. - Financial assets carried atconon-current 6,388 4,186 17.94 2,334 Note 5
UD INFO Corp. - Financial assets carried at cost - non-current 570 5,569 19.00 7,110 Note b
Appworks Fund Il Co., Ltd. - Financial assets igatiat cost - non-current 15,000 150,000 11.1 141,043 Note 5
bOMDIC Co., Ltd. - Financial assets carried at eggn-current 322 6,770 9.46 3,181 Note
Geothings, Inc. - Financial assets carried at cost - non-current 150 1,500 6.70 891 Note 5
Ironyun Incorporated (preference shares) - Firsracisets carried at cost - non-current 5,000 30,781 6.02 7,269 Note §
Vescir Ltd. - Financial assets carried at cost - non-current 63 3,004 6.59 189 Note 5
Innorich Venture Capital Corp. - Financial assetsied at cost - non-current 3,000 30,000 615. 28,980 Note 5
Dawning Leading Technology Inc. - Financial assetsied at cost - non-current 10,131 140,000 2.85 117,937 Note 5
CAL-COMP INDUSTRIA DE - Financial assets carried at cost - non-current 11,966 101,130 15.94 111,077 Note 5
SEMICONDUCTORES S.A.
Apacer Technology Inc. - Available-for-sale fin@l@ssets - non-current 10,050 320,595 9.96| 320,595 Note 6
Lian Xu Dong Investment|_ Beneficial certificate
Corporation FSITC Taiwan Money Market Fund - ficial assets at fair value through profit or lossirent 1,986 30,063 - 30,063 Note 3
Allianz Global Investors Taiwan Mong - Financial assets at fair value through profit @s- curren 2,42¢ 30,06 - 30,06 Note &
Market Fund
(Continued)



. ) N September 30, 2016
Holding Company Name Marketable Securities Type/Name and Relatlc_mshlp with the Financial Statement Account Shares or Units Carrying Value | Percentage of Note
Issuer (Note 1) Holding Company ) Market Value
(Thousands) (Note 2) Ownership
Common stock
United Power Research Technology Corp. - Finarsiséts carried at cost - non-current 5,106 45,702 16.12 $ 69,569 Note 5
Fresco Logic, Inc. (preference shares) - Finarasiaéts carried at cost - non-current 1,250 3,300 2.33 2,678 Note §
Translink Capital Partners Il L.P. - Financiatets carried at cost - non-current 720 22,359 1.18 22,815 Note 5
Liqgid, Inc. (preference shares) - Financial assatsed at cost - non-current 425 47,518 328 (687) Note 5
Weltronics Corp., Ltd. - Financial assets caraedost - non-current 700 7,000 19.44 2,80 Note 5
UMBO CV INC. (preference shares) - Financial assetried at cost - non-current 1,626 16,86 5.10 2,511 Note 5
Emtops Electronics Beneficial certificate
Corporation Allianz Global Investors Taiwan Money - Financial assets at fair value through profitoss - current 815 10,104 - 10,104 Note 3
Market Fund
Franklin Templeton Sinoam Money Market - Financial assets at fair value through profitoss - current 988 10,108 - 10,108 Note 3
Fund
Phisontech Electronics Beneficial certificate
(Malaysia) Sdn. Bhd. United Cash Fund - Finanasalets at fair value through profit or loss - eotr 2,926 21,240 - 21,240 Note|3
Everspeed Technology Common stock
Limited Peripheral Devices & Products System Inc. - Financial assets carried at cost - non-current 20 - 1.00 (305) Note §
Zillians Inc. - Financial assets carried at cost - non-current 500 - 19.61 (7,218) Note §
Cloud Solution Global Common stock
Limited My Digital Discount, Inc. - Financial ats carried at cost - non-current 8,937 009. (132) Note 5
Note 1: The market securities listed on above tat@ans the types of financial instruments applerhational Accounting Standard 39 “Financialfastents Recognition and Measurement”.
Note 2: The carrying value is the amount eitherféirevalue or the original cost net accumulate@aimment loss.
Note 3: The calculation of the market value wagtam their net asset value as of September 3@, 201
Note 4: The calculation of the market value wastam the closing price as of September 30, 2016.
Note 5: The calculation of the net asset value lvesgd on the investee’s unreviewed financial sttesas of September 30, 2016.
Note 6: Refer to Note 28-b. 2) for market valu@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 TOTAL PURCHASES FROM OR SALE TO RELATED PA RTIES AMOUNTING TO AT LEAST $100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2016
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 2

Transaction Details

Abnormal Transaction

Notes/Accounts

Payable or Receivable

Company Name Related Party Nature of Relationship o o Note|
Purchase Amount % to Payment Terms Unit Price Payment Ending Balance % 1o
(Sale) Total Terms Total
Phison Electronics Corp.| Toshiba Electronics Comept® |Subsidiary of a corporate member of the|Purchase $ 15,828,039 59 |[Net 30 days after monthly closing None Nong (%794,345) (51) -
Taiwan Corporation Corporation’s board of directors
Toshiba America Electronic Subsidiary of a corporate member of the|Purchase 1,737,282 6 |Net 30 days after receiving None None (305,968 (9) -
Components, Inc. Corporation’s board of directors
Kingston Solutions Inc. Equity-method investeessdiary Purchase 231,213 1 |Net 30 days after monthly closing None None 8,981) Q) -
Orient Semiconductor Electronics,The Corporation is its director Processing 1,624,903 6 |Net 15 days after monthly closing None None 78(826) 5) -
Ltd. cost
Dawning Leading Technology Inc| The Corporatiorisslirector Processing 938,629 4 |Net 45 days after monthly closing None None 02(299) (6) -
cost
Toshiba International ProcuremeniSubsidiary of a corporate member of a |Sale (231,035) (1) |Net60 days after monthly closing None None 28,099 - -
Hong Kong Ltd. (Toshiba-TIPH)| corporate member of the Corporation’
board of directors
Toshiba Corporation, Japan Corporation’s boardirefctors Sale (1,277,394) (4) |Net 60 days after monthly closing None None 377,394 6 -
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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

SEPTEMBER 30, 2016

(In Thousands of New Taiwan Dollars)

TABLE 3

_ ‘ ‘ Overdue R:crzi(\)/lg:jt in Allowa_mce for
Company Name Related Party Relationship Ending Balace| Turnover Rate Amount Action Taken Subsequent Impﬁggnsent
Period (Note)
Phison Electronics Corp. Toshiba Corporation, Japan |Corporation’s board of directors $ 377,394 5.35 $ - - $ 254,426 $ -

Note: As of October 31, 2016.
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT TRANSACTIONS
SEPTEMBER 30, 2016
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 4

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. Hefei Core Storage Ededt Limited Note Sales revenues $ 358,620 Baseregular terms 1
Hefei Core Storage Electronic Limited Note Acctureceivable 149,636 Based on regular terms 1
Phisontech Electronics Taiwan Corp. Note Salesmees 11,531 Based on regular terms -
Phisontech Electronics Taiwan Corp. Note Accoueteivable 2,118 Based on regular terms -
Ostek Corporatic Note Accounts payable 2,251 Baseton regular tern -
Ostek Corporation Note Manufacture expense 2187, Based on regular terms -
Phison Electronics Japan Corp. Note Sales expense 5,038 Based on regular terms -
Phison Electronics Japan Cc Note Other accounts payabl 1,90¢ Based on regular teri -
Emtops Electronics Corporation Note Sales revenue 2,903 Based on regular terms -
Emtops Electronics Corporation Note Accounts inedge 999 Based on regular terms -
Epostar Electronics Corporation Note Sales regenu 1,687 Based on regular terms -

Note: Parent to subsidiary.
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TABLE 5

PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED INFORMATION OF INVESTEES
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2016
(In Thousands of New Taiwan Dollars)

Investment Amount Balance as of September 30, 2016 Net (Loss) Investment
Investor Investee Location Main Businesses and Pdacts|September 30 December 31 Shares Percentage of Carrying |Income of the (Loss) Income Note
2016 2015 Ownership Value Investee
Phison Electronics Cor  |Kingston Solutions In Hsinchu, Taiwa Embedded flash product a $ 106,05( | $ 106,05( 10,605,00 32.97 $ 91543 | $ 780,63 | $ 256,90t |Equity-method
market development investee
Emtops Electronics Hsinchu, Taiwan Sell flash memory controllers 95,000 95,000 9,500,000 100.00 72,717 (3,118 (3,118)Subsidiary
Corporation and peripheral system
applications products
Lian Xu Dong Investment  |[Hsinchu, Taiwan Investment 400,000  400,000| 40,000,000 100.00 427,608 (6,020 (6,020) Subsidiary
Corporation
Flexmedia Electronics Hsinchu, Taiwan High-tech Multi-Media design 8,077 8,077 482,142 21.43 1,062 (1,006 (216)|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 21,616 (127) (62)|Equity-method
memory controllers and thejr investee
related products
Phison Electronics Japan Cadapan Sales and service office 28,982 28,982 900 100.00 11,232 (2,130 (2,130)Subsidiary
Global Flash Limited Samoa Investment and trade 635,696 635,696/ 20,000,000 100.00 575,730 (6,598 (6,598) Subsidiary
Phisontech Electronics Malaysia Design, produce and sell flash 81,771 81,771 8,700,000 87.00 39,925 (76) (66)|Subsidiary
(Malaysia) Sdn. Bhd. memory controllers and
peripheral system
applications
Epostar Electronics (BVI)  |British Virgin Islandginvestment 133,988 102,216/ 10,600,000 44.21 83,571 (48,585 (27,217)Equity-method
Corporation investee
Power Flash (Samoa) Limiteffamoa Investment and trade 105,440 - 3,200,000 100.00 101,803 1,086 1,086 |Subsidiary
Everspeed Technology Limit&8amoa Trading of electronic - - 1,000,000 100.00 147,375 (50,212 - |Subsidiary
components
Lian Xu Dong InvestmentOstek Corporation Hsinchu, Taiwan Manufacture aading of 9,000 9,000 900,000 100.00 69,329 (8,162 - |Sub-subsidiary
Corporation electronic components
PMS Technology CorporatiofMiaoli, Taiwan Research and design on flash 2,000 2,000 200,000 33.33 2,497 1,117 - |Equity-method
memory controllers and theijr investee
related products
Phisontech Electronics |Phisontech Electronics Taiw#dsinchu, Taiwan Design ASIC and R&D, 10,000 10,000 1,000,000 100.00 33,208 1,709 - |Sub-subsidiary
(Malaysia) Sdn. Bhd. Corp. manufacture, and sell ASIC
of IP and technical support
service
Global Flash Limited Core Storage Electronics |Samoa Investment and trade 576,229 576,229 18,050,000 100.00 534,639 (4,640 - |Sub-subsidiary
(Samoa) Limited

(Continued)
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Investment Amount Balance as of September 30, 2016 Net (Loss) Investment
Investor Investee Location Main Businesses and Pdacts|September 30 December 31 Shares Percentage of Carrying |Income of the (Loss) Incoma Note
2016 2015 Ownership Value Investee
Power Flash (Samoa) |Power Flash (HK) Limited Hong Kong Trading of electic product $ 98,754 $ - 3,000,000/ 100.00 $ 95,529 $ 1,499 $ - |Sub-subsidiary
Limited
Everspeed Technology |Memoryexchange Corporatighiaoli, Taiwan Design and sell flash memory 61,986 59,286 7,950,000 100.00 (317,496) (3,581 - |Sub-subsidiary
Limited related products
Fast Choice Global Limited British Virgin Island@sading of electronic 1,482 1,482 50,000 100.00 2,846 (24,894 - |Sub-subsidiary
components
Cloud Solution Global LimiteBritish Virgin IslandsTrading of electronic 186,963 - 5,950,440 100.00 20,922 27,150 - |Sub-subsidiary
components
Fast Choice Global Manutius IP, Inc. US.A Business of patent managgme 87,036 87,036 1,440,000 48.00 - (2,855 - |Note
Limited and authorization
Cloud Solution Global  |Asdhya Enterprise Private |India Trading of electronic product 611 611 122,255 49.00 - 2) - |Equity-method
Limited Limited investee
Emtops Electronics Manutius IP, Inc. US.A Business of patent managgme 34,468 34,468 570,000 19.00 - (2,855 - |Note
Corporation and authorization
Note: The entity had been approved to dissolvénbyidcal government on July 8, 2016.
(Concluded)
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PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED INFORMATION ON INVESTMENTS IN MAINLAND CHI

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2016

(In Thousands)

NA

TABLE 6

Investment Flows

Accumulated

Accumulated

Accumulated

Hefei Core Storage Electror
Limited

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

Outflow of .
Total Amount | Method of 3 \L/ngs?nv:eorzt Investment Percentage of Investment Carry;r;go\f/alue Rerlmqi\;\tlg:\c::e of
Investee Company Main Businesses and Producty  of Paid-in  |Investment - from Taiwan 9 (Loss) Income ;
. from Taiwan as Outflow Inflow Ownership September 30,| Earnings as of
Capital (Note 1) as of (Note 2)
of January 1, 2016 September 30,
5016 September 30, 2016
2016
Phisontech (Shenzhen) Limited Design, R&D, impod axport $ 23,006 2 $ 23,006 - $ $ 23,006 Q0o0. $  (283) $ 2425 $ -
storage devices and electroni¢s
576,78( 2 576,78( - 576,78( 100.0¢ (4,566 533,44¢ -

Accumulated Investment in
mainland China as of
September 30, 2016

Investment Amount Authorized by
Investment Commission, MOEA

Limit on Investment

(Note 3)

$ 599,786
(US$ 18,790)

$ 599,786
(US$ 18,790)

$ 12,888,913

Note 1:

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

Indirectly invested in China company thrioulyird region Company Global Flash Limited andssdiaries.

Note 3: The limit of investment in mainland Chiresbd on Regulations governing the Approval of Itmests on Technical Corporation in mainland Ch&60d% of net asset value, $21,481,522 x 60% = $82083.
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TABLE 7

PHISON ELECTRONICS CORP. AND SUBSIDIARIES

RESTATED SIGNIFICANT TRANSACTIONS WITH INVESTEE COM PANIES IN MAINLAND CHINA, EITHER DIRECTLY OR INDIRE  CTLY THROUGH A THIRD PARTY, AND THEIR PRICES, PAYME NT TERMS,
AND UNREALIZED GAINS OR LOSSES

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2016

(In Thousands of New Taiwan Dollars)

Transaction Details Abnormal Transaction No_tes/ Accounts
. ) Receivable (Payable)
Buyer Related Party Relationship Purchase/ Endin Note
Amount | % to Total Payment Terms Unit Price| Payment Terms 9 % to Total
Sale Balance
Phison Electronics Corp. Hefei Core Storage Eledtro [Sub-subsidiary Sale $ 358,620 1 Net 30 days afterthly closing None None $ 149,636 2 -
Limited
Hefei Core Storage Electroni®ower Flash (HK) Limited Fellow subsidiarie Sale 332,428 89 Net 30 days after monthly closing None None 137,670Q 100 -
Limited
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