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Independent Auditors’ Report

The Board of Directors
Emerging Display Technologies Corp.

We have audited the accompanying balance sheets of Emerging Display Technologies Corp. (the Company)
as of December 31, 2015 and 2014, and the related statements of comprehensive income, changes in equity,
and cash flows for the years then ended. These parent-company-only financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits. We did not andit the financial statements of EDT-Europe ApS, which reflect
investinents accounied for using equity method of $8,920 thousand, representing 0.25% of the Company’s
total assets, as of December 31, 2014, and which reflect the share of subsidiaries, associates, and joint
ventures accounted for using equity method of $140 thousand, representing 0.07% of the Company’s profit
before tax, for 2014. The financial statements of EDT-Europe ApS were audited by other auditors, whose
report has been furnished to us, and our opinion, insofar as it relates to the amounts above, is based solely on
the report of the other auditors.

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

In our opinion, based on our audits and the report of the other auditors, the financial statements referred to in
the first paragraph present fairly, in all material respects, the financial position of Emerging Display
Technologies Corp. as of December 31, 2015 and 2014, and the results of its operations and cash flows for
the years then ended, in conformity with the “Regulations Governing the Preparation of Financial Reports by
Securities Issuers”™.

KPMG
CPA: Potree Yang and David Chen
Kaohsiung, Taiwan, R.O.C.
March 10, 2016
Note to Reader
The accompanying financial statements are intended only to present the financial position, results of operations, and cash flows in
accordance with the International Financial Reporting Standards approved by the R.Q.C. Financial Supervisory Commission and not

those of any other jurisdictions. The standards, procedures and practices to audit such financial statements are those generally
accepted and applied in the Republic of China.

For the convenience of readers, the auditors’ report and the accompanying financial statements are the English translation of the
Chinese version prepared and used in the Republic of China, If there is any conflict between, or any difference in the interpretation of,
the English and Chinese langusge auditors’ report and financial statements, the Chinese version shall prevail.
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5
EMERGING DISPLAY TECHNOLOGIES CORP

Statements of Comprehensive Income

For the years ended December 31, 2015 and 2014
(expressed in thousands of New Taiwan dollars)

2015 2014
Amount % - Amount Yo
Operating revenue {Notes 6(u) and 7) $ 3377472 100 3,808,981 160
Operating cost (Notes 6(g) and 6(q)) 2,819,817 83 3,348,907 88
Gross profit 557,655 17 460,074 12
Less: unrealized gain on sales 24,531 1 15,727 -
Add: realized gain on sales 15,727 - 17,331 -
Gross profit 548,851 16 461,678 12
Operating expenses (Note 6(q)):
Selling expenses 135,255 4 160,233 4
General and administrative expenses 97,012 3 83,536 2
Research and development expenses 100,149 3 85,101 2
332,416 10 328,870 8
Net gther income (Note 6(w)) 1,094 - 1,094 -
Operating profit 217,529 6 133,902 4
Non-operating income and expenses (Note 6(x)):
Other ingome 16,862 - 14,756 -
Other gains and losses, net 78,423 2 99,046 3
Finance costs, net {16,125) . (19,572) (1)
Recognized share of subsidiaries, associates, and joint
ventures accounted for using equity method 17,579 1 (18,430} -
06,739 3 75,800 2
Profit before tax 314268 9 209,702 6
Income tax expense (Note 6(r)) 48,291 1 38,821 1
Net profit 265,977 8 170,881 5
Other comprehensive income
Items that will not to be reclassified to profit or loss:
Remeasurements from defined benefit plans (Note 6(q)) 794 - (3,385) “
Income tax related to items will not be reclassified
subsequently - - - -
794 - {3,385) -
Items that will be reclassified to profit or loss:
Foreign currency translation difference (Note 6(s)) 1,737 - 8,273 -
Unrealized gain (loss) on available-for-sale financial
assets (Note 6(s)) (58,052) (2} 8,532 -
Recognized share of subsidiaries, associates, and joint
ventures accounted for using equity method (Note
6(s)) (8,364) - (4,280) -
Less: Income tax related to items that will be
reclassified subsequently (Note 6(r)) (2,570) - - -
(62,109) 2) 12,525 -
Other comprehensive income, net (61,315) (2) 9,140 -
Total comprehensive income $ 204,662 ] 180,021 5
Earnings per share, after tax (Note 6(t))(expressed in New
Taiwan dollars)
Basic earnings per share $ 1.25 0.79
Diluted earnings per share $ 1.24 0.79

See accompanying notes to financial statements.
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EMERGING DISPLAY TECHNOLOGIES CORP.

Statements of Cash Flows

For the years ended December 31, 2015 and 2014
(expressed in thousands of New Taiwan dollars)

Cash flows from operating activities:
Profit before tax
Adjustments:
Income and expenses having no effect on cash flows:
Depreciation expense
Arortization expense
Provision (reversal of provision) for bad debt expense

Wet gain on financial asscts or ltabilitics at fair value through profit or loss

Interest expense
Interest income
Dividend incotne

Recognized share of subsidiaries, associates, and joint ventures accounted for using equity

Gmcthoc:l lof 1 d
ain oo dis o eity, plant and equipment
Gainon dism of m&tﬁfm
Unrealized gross gam (loss)
Realized gross gain (loss)
Unrealized foreign exchange loss (gain)
Total adjustments to reconcile profit (loss)
Changes in operating assets and liabilities
Net changes in operating assets:
Decrease in financial assets held for trading
Decrease in accounts receivable

Decrease (increase) in accounts receivable— related parties

Decrease [increase) in other receivable
Decrease in inventories
Decgraase in other current assets
Total net changes in operating assets
Net changes in operating liabilitizs:

Decrease in financial liabilities at fair value through profit or loss

Increase (decrease) in notes payable
Decrease in accounts payable
Decrease in accounts payable — related parties
Increase in other payables
Increase in other payables —related parties
Increase {decrease} in other current liabilities
Decrease in net defined benefit liabilities
Decrease in other operating liabilities
‘Total net changes in operating liabilities
Total net changes in operating assets and liabilities.
Total adjustments
Cash generated from operating activities
Interest received
Dividends received
Interest paid
Income taxes paid B
Net cash flows from operating activities
Cash flows from investing activities;

Acquisition of financial assels desigoaled upen initial recognition as at fair value through profit

or loss

Proceeds from disposal of financial assets designated upon initial recognition as at fair value

through profit or loss

Acquisition of available-for-sale financial assets

Proceeds from disposal of available-for-sale financial assets
Acquisition of bond investments without active market

Acquisition of investments accounted for using equity method

Dividends received
Acquisition of propenty, plant and equipment
Proceeds from disposal of property, plant and equipment
Acquisition of intangible assets
Decrease in other financial assets
Increase in prepayments for purchase of equipment
Net cash flows used in investing activities
Cash flows from financing achvities:
Increase {decrease) in short-tenm loans
Repayments of long-term loans
Treasury stock acquired
Net cash from (used in) financing activities
Effects of changes in foreign exchange rates
Netinerease in cash and cash equivalenis
Cash and cash equivalents at beginning of year

Cash and cash equivalents af end of year

See accompanying notes to financial statements.

2015 2014
314,268 209,702
115,056 174,754

919 786
1,070 18,064
(9,430) @,274)
16,125 19,572
(4,643) (5,727)
(12,009) (6.963)
(17,579) 18,430
(234) (1,509)
(20,362} (34,392}
24,531 15,727
(15,727 (17,331
(13,3213 {16.914)
63,796 139,273
- 11,896
13,112 156,999
(39,178) 48,532
(,661) 957
11,480 34,796
1,187 1,650
(16,060 354,830
- (99)
631 2,069
(20,572; (106,403)
(16208 (2,291}
35,121 13.836
656 1236
4,168 (22,371
(1,597 (1.759)
(i1 (137
571 {113.769)
{15.134} 139,061
48,662 298,284
762,530 507,986
5.048 6.646
12,009 6,963
(14,827) (17,215)
(4.488) (592
360,677 503,588
(105,639) 2,408
126,581 .
(528,132) {709,453)
; 464.546
)] (175)
- (45,368}
1,070 -
(39,242) 1,628
1,095 (137N
{1,538} 1,010
- (8.474)
{(2.319) -
(195,707) (295,115)
568,655 (160,859)
(345,800} (23,000)
(209.804) -
13.051 {183.359)
9,528 11,209
187,549 35,623
716458 680,835
904,007 716458
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EMERGING DISPLAY TECHNOLOGIES CORP.

Notes to parent-company-only financial statements

For the years ended December 31, 2015 and 2014
(all amounts expressed in thousands of New Taiwan dollars, unless otherwise specified)

(1) Organization and Business Scope .
Emerging Display Technclogies Corp. (the Company) was incorporated as a limited liability company
under the laws of the Republic of China (ROC) on September 23, 1994, The address of its registered office
and principal place of business is No. 5, Central 1st Rd, Kachsiung Economic Processing Zone, Kaohsiung
City, Taiwan. The Company is engaged in the manufacture and sale of Capacity Touch Panels and liquid
crystal displays (LCDs).

(2) Financial Statements Authorization Date and Authorization Process

The parent-company-only financial statements were authorized for issuance by the board of directors on
March 10, 2016.

(3) New Standards and Interpretations

(a) Impact of adopting new standards and interpretations issued and endorsed by the Financial Supervisory
Commission, R.O.C. (“FSC”)

The Company has prepared its parent-company-only financial statements using the 2013 International
Financial Reporting Standards (“IFRSs™) (excluding IFRS 9) endorsed by the FSC since January 1,
2015. Relevant new standards and amendments of standards and interpretations are as follows:

New standards and amendments Effective date per IASB
Amendment to IFRS 1 “Limited Exemption from Comparative July 1, 2010
IFRS 7 Disclosures for First-time Adopters™

Amendment to IFRS 1 “Severe Hyperinflation and Removal July 1, 2011
of Fixed Dates for First-time Adopters”
Amendment to IFRS 1 “Government Loans” July 1, 2013
Amendment to IFRS 7 “Disclosures— Transfers of Financial July 1, 2011
Assets”
Amendment to I[FRS 7 “Disclosures —Offsetting Financial January 1, 2013

Assets and Financial Liabilities”

IFRS 10 “Consolidated Financial Statements™ Jannary 1, 2013

{effective date for investment
entities will be January 1,

2014)
IFRS 11 “Joint Arrangements™ January 1, 2013
IFRS 12 “Disclosure of Interests in Other Entities™ Janvary 1, 2013
IFRS 13 “Fair Valve Measurement” January 1, 2013
Amendment to JAS 1 “Presentation of Items of Other July 1, 2012

Comprehensive Income”
Amendment to IAS 12 “Deferred Tax: Recovery of Underlying  January 1, 2012

Assets”
Amendment to IAS 19 “Employee Benefits January 1, 2013
Amendmentto IAS 27 “Separate Financial Statements” Janvary 1, 2013

Amendment to [AS 32 “Offsetting Financial Assets and Financial ~ Janvary 1, 2014
Liabilities”

IFRIC 20 “Stripping Costs in the Production Phase of a Surface January 1, 2013
Mine”

(Continued)
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EMERGING DISPLAY TECHNOLOGIES CORP,

Notes to parenf-company-only financial statements

After the evaluation, the Company believes that applying the 2013 IFRSs will not cause any significant
changes in the parent-company-only financial statements, except for the following:

1. IAS 1 “Presentation of Financial Statements”

The primary amendment of IAS 1 requires profit or loss and other comprehensive income to be
presented together. It also requires entities to group items presented in other comprehensive income
based on whether they are potentially reclassifiahle to profit or loss subsequently, and requires all tax
associated with items presented before tax to be shown separately for each of the two groups of other
comprehensive income items.

The Company has changed the presentation of the statement of comprehensive income, and restated
the comparative-period amounts.

2. IFRS 12 “Disclosure of Interests in Other Entities™
The Company has disclosed the information on subsidiaries as the standard requires (please refer to
Note 6(h)).

3. IFRS 13 “Fair Value Measurement **

IFRS 13 establishes a single source of gnidance for fair value measurement and disclosures about
fair value measurement. It defines fair value, establishes a framework for measuvring fair value, and
requires disclosures about fair value measurement. The Company has disclosed the additional fair
value information in accordance with the amendments (please refer to Note 6(z)), and postponed the
application of the standard to measure the fair value by following the transitional requirement. There
is no need to provide the comparative-period information for newly disclosed items.

The Company has postponed applying the new measurement standard since 2015, and therefore it
did not cause any significant impact on the fair value of assets and liabilities.

(b) New standards and amendments issued not vet endorsed by the FSC:

A summary of the new standards and amendments issued by the IASB but not yet endorsed by the FSC as
of the reporting date is as follows:

New standards and amendments FEffective date per JASB
IFRS 9 “Financial Instruments™ January 1, 2018
Amendment to IFRS 10 and IAS 28 “Sale or Contribution of Effective date to be
Assets Between an Investor and Its Associate or Joint Venture”  determined by IASB
Amendment to IFRS 10, IFRS 12 and IAS 28 “Investment January 1, 2016

Entities: Applying the Consolidation Exception”
Amendment to IFRS 11 “Accounting for Acquisitions of Interests  January 1, 2016

in Joint Operations”
IFRS 14 “Regulatory Deferral Accounts™ January 1, 2016
IFRS 15 “Revenue from Contracts with Customers™ January 1, 2018
IFRS 16 “Leases™ January 1, 2019
Amendment to IAS 1 “Disclosure Initiative” January 1, 2016
Amendment to IAS 7 “Disclosure Initiative™ January 1, 2017
Amendment to IAS 12 “Recognition of Deferred Tax Assets for January 1, 2017

Unrealized Losses”

Amendment to IAS 16 and IAS 38 “Clarification of Acceptable January 1, 2016
Methods of Depreciation and Amortization™

(Continued)



10
EMERGING DISPLAY TECHNOLOGIES CORP.

Notes to parent-company-only financial statements

New standards and amendments Effective date per IASB
Amendment to IAS 16 and IAS 41 “Agriculture: Bearer Plants” January 1, 2016
Amendment to IAS 19 “Defined Benefit Plans: Employee July 1, 2014
Contrilngtions”
Amendment to IAS 27 “Equity Method in Separate Financial January 1, 2016
Statements™
Amendment to IAS 36 “Recoverable Amount Disclosure for January 1, 2014
Non-Financial Assets™
Amendment to JAS 39 “Novation of Derivatives and Continuation  January 1, 2014
of Hedge Accounting”
Annual Improvements to IFRSs 2010-2012 and 2011-2013 Cycle July 1, 2014
Annual Improvements to IFRSs 2012-2014 Cycle January 1, 2016
IFRIC 21 “Levies” January 1, 2014

The Company is currently evaluating the potential impact of the standards and amendments. Related
impacts will be disclosed when the evaluation is completed.

(4) Summary of Significant Accounting Policies

The significant accounting policies have been applied consistently to all periods presented in these
parent-company-only financial statements, unless otherwise stated.

(a) Statement of compliance

These parent-company-only annual financial statements have prepared in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers (hereinafter, referred to
as the Regulations).

(b) Basis of preparation
(i) Basis of measurement

The parent-company-only financial statements have been prepared on a historical cost basis except for
the following significant items:

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

2. Available-for-sale financial assets are measured at fair value;

3. The net defined benefit liability is recognized as the present value of the defined benefit obligation,
less pension fund assets at fair value.

(ii) Functional and presentation currency

The functional currency of the Company is determined based on the primary economic environment
in which the Company operates. The parent-company-only financial statements are presented in New
Taiwan dollars, which is the Company’s functional currency. All financial information presented in
New Taiwan dollars has been rounded to the nearest thousand,

{c) Foreign currency
(i) Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of the entities at
the exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies at the reporting date are retranslated to the functional currency at the exchange rate
at that date. The foreign currency gain or loss on monetary items is the difference between amortized

(Continued)
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EMERGING DISPLAY TECHNOLOGIES CORP.

Notes to parent-company-only financial statements
cost in the functional currency at the beginning of the period adjusted for the effective interest and
payments during the period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are retranslated to the functional currency at the exchange rate at the date that the fair value was
determined. Non-monetary items in a foreign currency that are measured based on historical cost are
translated using the exchange rate at the date of translation.

Foreign currency differences arising from retranslation are recognized in profit or loss, except for the
translation differences of the following, which are recognized in other comprehensive income:

1. Available-for-sale financial instrument;
2. Hedge of a net investment in a foreign operation; and
3. Qualified cash flow hedge.

(11) Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustment arising on
acquisition, are iranslated to the Company’s functional currency at the exchange rates at the reporting
date. The income and expenses of foreign operations, excluding foreign operations in hyperinflationary
economies, are translated to the Company’s functional currency at the average rate. Foreign currency
differences are recognized in other comprehensive income.

When a foreign operation is disposed of such that control, significant influence, or joint control is lost,
the cumulative amount in the translation reserve related to that foreign operation is reclassified to profit
or loss as part of the gain or loss on disposal. When the Company disposes of any part of its interest in
a subsidiary that includes a foreign operation while retaining control, the relevant proportion of the
cumulative amount is reattributed to non-controlling interest.

‘When the settlement of a monetary receivable from or payable to a foreign operation is neither planned
nor likely in the foreseeable future, foreign currency gains and losses arising from such items are
considered to form part of a net investment in the foreign operation and are recognized in other
comprehensive income.

(d) Classification of current and noncurrent assets and liabilities

An asset 1s classified as current when:

L.
2.
3.
4.

The asset is expected to be realized or is intended to be sold or consumed in the normal operating cycle;
The asset is held primarily for the purpose of trading;
The asset is expected to be realized within twelve months after the reporting period; or

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

All other assets are classified as noncurrent.

A liability is classified as current when:

L.
2
3.

The liability is expected to be seitled in the normal operating cycle;
The liability is held primarily for the purpose of trading;

The liability is due to be settled within twelve months after the reporting period even though the
refinancing loan is settled or the payment term is renegotiated after the balance sheet date but prior to
the report date; or

. The entity does not have an unconditional right to defer settlement of the liability for at least twelve

months after the reporting period. Terms of a liability that could, at the option of the counterparty,
result in its settlement by the issuance of equity instruments do not affect its classification.

All other liabilities are classified as noncurrent.

(Continued)
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EMERGING DISPLAY TECHNOLOGIES CORP.

Notes to parent-company-only financial statements

(e} Cash and cash equivalents

Cash and cash equivalents comprise cash balances and bank deposits that are readily convertible to
known amounts of cash and are subject to an insignificant risk of changes in value, The time deposits that
meet the definition above and are held for the purpose of meeting short-term cash commitments in
operations rather than for investment or other purposes should be recognized as cash equivalents,

(P) Financial instruments

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

(i) Financial assets

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

1. Financial assets at fair value through profit or loss

A financial asset is classified in this category if it is classified as held for trading or is designated as
such on initial recognition.

Financial assets are classified as held for trading if they are acquired principally for the purpose of
selling or repurchase in the short term. A financial asset that meets one of the following conditions
will be designated as measured at fair value through profit or loss:

a. Such designation eliminates or significantly reduces a measurement or recognition inconsistency
(sometimes referred to as an 'accounting mismatch”) that would otherwise arise from measuring
assets or liabilities or recognizing the gains and losses on them on different bases, or

b. The financial asset is managed and its performance is evaluated on a fair value basis, or
c. A hybrid instrument contains one or more embedded derivatives.

Financial assets in this category are measured at fair value at initial recognition. Attributable
transaction costs are recognized in profit or loss as incurred. Financial assets at fair value through
profit or loss are measured at fair value subsequently, and changes therein, which take into account
any dividend and interest income, are recognized in profit or loss, and are accounted for under other
gain and loss. A regular way purchase or sale of financial assets is accounted for using trade-date
accounting,

Financial assets in this category that do not have a quoted market price in an active market and
whose fair value cannot be reliably measured are measured at cost, less any impairment losses, and
they are classified as financial assets carried at cost.

2. Available-for sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as available
for sale or are not classified in any of the other categories of financial assets. At initial recognition,
available-for-sale financial assets are recognized at fair value, plus any directly attributable
transaction cost. Subsequent to initial recognition, these financial assets are measured at fair value,
and changes therein, other than impairment losses, interest income calculated using the effective
interest method, dividend income, and foreign currency differences on monetary assets, are
recognized in other comprehensive income and presented under fair value reserve in equity. The
corresponding accumulated gains or losses are recognized in earnings when the financial asset is
derecognized from the balance sheet. A regular way purchase or sale of financial assets is accounted
for using trade-date accounting.

Financial assets in this category that do not have a quoted market price in an active market and
whose fair value cannot be reliably measured are measured at cost, less any impairment losses, and
they are classified as financial assets carried at cost.

Dividend income is recognized in profit or loss on the date when the Company’s right to receive
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payment is established, which in the case of quoted securities is normally the ex-dividend date; such
dividend income is recognized in profit or loss, under other income.

Interest income on bond investment is recognized in profit or loss, under other incoine.
3. Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted
in an active market. Loans and receivables comprise trade receivables and other receivables, and
debt investments without an active market; such assets are recognized initially at fair value, plus any
directly attributable transaction costs. Subsequent to initial recognition, loans and receivables are
measured at amortized cost using the effective interest method, less any impairment losses other
than insignificant interest on short-term receivables. A regular way purchase or sale of financial
assets is accounted for using trade-date accounting,

Interest income is recognized in profit or loss, under other income.
4, Impairment of financial assets

A financial asset which is not measured at fair value is impaired if, and only if, there is any objective
evidence of impairment as a result of one or more events (a loss event) that occurred subsequent to
the initial recognition of the asset, and that loss event (or events) has an impact on the firture cash
flows of the financial assets that can be estimated reliably. Objective evidence that financial assets
are impaired includes defauit or delinquency by a debtor, indications that a debtor or issuer will
enter bankruptcy, adverse changes in the payment status of borrowers or issuers, economic
conditions that correlate with defaults, or the disappearance of an active market for a security. For
available-for-sale financial assets, a significant or prolonged decline in the fair value of the equity
investment below its cost is also considered to be objective evidence of impairment.

Accounts receivable are assessed for impairment on a collective basis even if there is no objective
evidence of impairment individually. Objective evidence of impairment for a portfolio of receivables
could include the Company’s past experience of collecting payments, an increase in the number of
delayed payments in the portfolio past the average credit period, and observable changes in national or
local economic conditions that correlate with default on receivables.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount and the present value of the estimated future cash flows
discounted at the asset’s original effective interest rate,

An impairment loss in respect of a financial asset carried at cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at a
similar asset’s market rate of return. A subsequent reversal of such impairment loss is not allowed.

The canrying amount of a financial asset is reduced for an impairment loss except for trade
receivables, whose impairment loss is reflected through an allowance account against the
receivables. When it is determined a receivable is uncollectible, it is written off against the
allowance account. Changes in the carrying amounts of allowance accounts are recognized in profit
or loss.

An impairment loss in respect of an available-for-sale financial instrument is recognized in profit or
loss to the extent of the amount of accumulated gain or loss recognized in equity.

If, in a subsequent period, the amount of the impairment loss of a financial asset measured at
amortized cost decreases and the decrease can be related objectively to an event occurring after the
impairment loss was recognized, then the impairment loss is reversed and recognized in profit or
loss to the extent of the amount of impairment loss recognized in prior years.

Impairment losses recognized on an available-for-sale equity security are not reversed through profit
or loss. Any subsequent recovery in the fair value of an impaired available-for-sale equity security is
recognized in other comprehensive income, and is accumulated in equity. If, in a subsequent period,
the fair value of an impaired available-for-sale debt security increases and the increase can be
related objectively to an event occurring after the impairment loss was recognized, then the
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impairment loss is reversed to the extent of the amount of the reversal recognized in profit or loss.

Any subsequent recovery of a written-off receivable is charged to the allowance account. Changes in
the allowance account are recognized in profit or loss. Impairment losses and recoveries are
recognized in profit or loss under administrative expenses for accounts receivable and other gains
and losses for other financial assets.

5. Derecognition of financial assets

Financial assets are derecognized when the contractual rights of the cash inflow from the asset are
terminated, or when all the risks and rewards of ownership of the financial assets are substantially
transferred.

On derecognition of a financial asset in its entirety, the difference between the carrying amount and
the sum of the consideration received or receivable and any cumulative gain or loss that had been
recognized in other comprehensive income and presented in other equity is recognized in profit or
loss, and is included in other gains and losses.

On partial derecognition of a financial asset, the difference between the carrying amount allocated to
the part derecognized and the sum of the consideration received or receivable for the part
derecognized and any cumulative gain or loss that had been recognized in other comprehensive
income shall be recognized in profit or loss. A cumulative gain or loss that had been recognized in
other comprehensive income is allocated between the part that continues to be recognized and the
part that is derecognized, based on the relative fair values of those parts.

(ii) Financial liabilities and equity instruments
1. Classification of debt or equity instruments

Debt or equity instruments issued are classified as financial liabilities or equity in accordance to the
substance of the contractual agreement.

Equity instruments include shares and any other instrument that evidences a residual interest in any
entity. Equity instruments issued are recognized as the amount of consideration received, less the
direct cost of issuing.

Compound financial instruments issued comprise convertible bonds that can be converted into share
capital at the option of the holder when the number of shares to be issued is fixed.

The liability component of a compound financial instrument is recognized initially at the fair value
of a similar liability that does not have an equity conversion option. The equity component is
recognized initially based on the difference between the fair value of the compound financial
instrument as a whole and the fair value of the liability component. Any directly attributable
transaction costs are allocated between the liability and equity components in proportion to their
initial carrying amounts.

Subsequent to initial recognition, the liability component of 2 compound financial instrument is
measured at amortized cost using the effective interest method. The equity component of a
compound financial instrument is not re-measured subsequent to initial recognition.

Interest related to a financial liability is recognized in profit or loss, and is included in finance costs
or other gains or losses.

On conversion, the financial liability is reclassified to equity, and no gain or loss is recognized,
2. Financial liabilities at fair value through profit or loss

A financial liability is classified in this category if it is classified as held for trading or if it is
designated as such on initial recognition.

Financial liabilities are classified as held for trading if they are acquired principally for the purpose
of selling or repurchasing in the short term. A financial liability that meets one of the following
conditions will be designated as measured at fair value through profit or loss:

(Continued})
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a. Such designation eliminates or significantly reduces a measurement or recognition inconsistency
{sometimes referred to as an 'accounting mismatch’) that would otherwise arise from measuring
assets or liabilities or recognizing the gains and losses on them on different bases, or

b. The liability is managed and its performance is evaluated on a fair value basis, or
c. A hybrid instrument contains one or more embedded derivatives.

Financial liabilities in this category are measured at fair value at initial recognition. Attributable
transaction costs are recognized in profit or loss as incurred. Financial liabilities at fair value through
profit or loss are measured at fair value subsequently, and changes therein, which take into account
any interest expense, are recognized in profit or loss, and are included in other gains and losses.

Financial liabilities at fair value through profit or loss are measured at cost if it is a short sale of an
unquoted equity investment whose fair value cannot be reliably measured and the short seller is
obligated to deliver the equity instrument. They are recognized as financial liabilities carried at cost.

3. Other financial liabilities

Financial liabilities not classified as held for trading or designated as at fair value through profit or
loss, which comprise borrowings, accounts payable, and other payables, are measured at fair value,
plus any directly attributable transaction cost at the time of initial recognition. Subsequent to initial,
recognition, these financial liabilities are measured at amortized cost calculated using the effective
interest method. Interest expense not capitalized as capital cost is recognized in profit or loss, and is
included in finance costs.

4. Derecognition of financial liabilities

A financial liability is derecognized when its contractual obligation has been discharged or cancelled
or has expired. The difference between the carrying amount of a financial liability derecognized and
the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognized in profit or loss, and is included in other gains and losses.

5. Offsetting of financial assets and liabilities

Financial assets and liabilities are presented on a net basis when the Company has legally
enforceable rights to offset, and intends to settle such financial assets and liabilities on a net basis or
to realize the assets and settle the liabilities simultancously.

(iii) Derivative financial instruments, including hedge accounting

Derivative financial instruments are held to hedge foreign currency and interest rate exposures.
Derivatives are recognized initially at fair value, and attributable transaction costs are recognized in
profit or loss as incurred. Subsequent to initial recognition, derivatives are measured at fair value, and
changes therein are recognized as other gains and losses in profit or loss. For hedge derivatives
determined to be an effective hedge, the timing of recognition of related gain or loss is determined
based on the hedging relationship. When the fair value of a derivative instrument is positive, it is
classified as a financial asset; otherwise, it is classified as a financial liability.

For derivatives linked to investments in equity instruments that do not have any quoted market price
in an active market and must be settled by delivery of such unquoted equity instruments, such
derivatives that are classified as financial assets are measured at amortized cost, less impairment loss,
and are included in financial assets measured at cost; and such derivatives that are classified as
financial liabilities are measured at cost, and are included in financial liabilities measured at cost.

Embedded derivatives are separated from the host contract and accounted for separately when the
economic characteristics and risk of the host contract and the embedded derivatives are not closely
related, and the host contract is measured at fair value through profit or loss.

(Continued)
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(g) Inventories

Inventories are measured individually at the lower of cost and net realizable value, The cost of inventories
includes all necessary costs of purchase, costs of conversion, and other costs in bringing the inventories to
a salable and usable location and condition. The production overhead is allocated to the finished goods
and work in progress based on the normal capacity of production facilities.

Net realizable value is determined based on the estimated selling price in the ordinary course of business,
less the estimated costs of completion and selling expenses at the end of the period.

(h) Investment in subsidiaries

When preparing the parent-company-only financial statements, investment in subsidiaries which are
controlled by the Company is accounted for using the equity method. Under the equity method, an
investment in a subsidiary is initially recognized at cost and adjusted thereafter to recognize the
Company’s share of profit or loss and other comprehensive income of the subsidiary as well as the
distribution received. The Company also recognizes its share in the changes in the equity of subsidiaries.

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

(i) Investment property

Investment property is the property held either to earn rental income or for capital appreciation or for both,
but not for sale in the ordinary course of business, for use in the production or supply of goods or services,
or for administrative purposes. Investment property is measured at cost on initial recognition and
subsequently at fair value.

The depreciable amount of an asset is determined after initial measurement. Depreciation methods, useful
lives, and residual values are measured in conformity with the regulation on property, plant and
equipment. Cost includes expenditure that is directly attributable to the acquisition of the investment

property.

When the use of a property changes such that it is reclassified as property, plant and equipment, its fair
value at the date of reclassification becomes its cost for subsequent accounting,

(j) Property, plant and equipment
(i) Recognition and measurement

Property, plant and equipment are measured at cost, less accumulated depreciation and accumulaied
impairment losses. Cost includes expenditure that is directly attributed to the acquisition of the asset.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the
total cost of the item shall be depreciated separately, unless the useful life and the depreciation method
of the significant part of an item of property, plant and equipment are the same as those of ancther
significant part of that same item.

The gain or loss arising from the derecognition of an item of property, plant and equipment shall be
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the
item, and it shall be recognized as other gains and losses.

(ii) Subsequent cost
Subsequent expenditure is capitalized only when it is probable that the fiture economic benefits

associated with the expenditure will flow to the Company. The carrying amount of those parts that are
replaced is derecognized. Ongoing repairs and maintenance are expensed as incurred.

(iii) Depreciation

The depreciable amount of an asset is determined after deducting its residual amount, and it shall be
allocated on a systematic basis over the asset’s useful life. Items of property, plant and equipment with
the same useful life may be grouped in determining the depreciation charge. The remainder of the items
may be depreciated separately. The depreciation charge for each period shall be recognized in profit, or
loss.

{Continued)
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Land has an unlimited useful life, and therefore is not depreciated.

The estimated useful lives, for the current and comparative years, of significant items of property, plant
and equipment are as follows:

Buildings 2~55 years
Machinery and equipment 2~10 years
Furniture and fixtures 3~5 years
Other equipment 1~10  years

Depreciation methods, useful lives, and residual values are reviewed at each fiscal vear-end. If
expectations differ from the previous estimates, the change is accounted for as a change in accounting
estimate.

(iv) Reclassification to investment property

Property is reclassified to investment property at its carrying amount when the use of the property
changes from private to investment property.

(k) Lease

(i) Lessor
Lease income from an operating lease is recognized in income on a straight-line basis over the lease
term.

(ii) Lessee

Leases in which the Company does not assume substantially all of the risks and rewards of ownership
are classified as operating leases. Subsequent fo initial recognition, the asset is accounted for in
accordance with the accounting policy applicable to the asset.

Payments made under an operating lease (excluding insurance and maintenance expenses) are
recognized in profit or loss on a straight-line basis over the term of the lease. Lease incentives received
are recognized as an integral part of the total lease expense, over the term of the lease.

(1) Intangible assets

(i) Recognition and measurement
Intangible assets, other than goodwill, acquired are measured at cost, less accumulated amortization
and any accurnulated impairment losses.

(ii) Subsequent expenditure
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in
the specific asset to which it relates. All other expenditure, including expenditure on internally
generated goodwill and brands, is recognized in profit or loss as incurred.

(iii) Amortization
The amortizable amount is the cost of an asset, less its residual value,

Amortization is recognized in profit or loss on a straight-line basis over the estimated useful lives of
intangible assets from the date that they are available for use. The estimated useful lives for the current
and comparative periods are as follows:

Patents 9~20 vyears
Computer software cost 4 years
Others 5 years

(Continued)
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The residual value, amortization period, and amortization method for an intangible asset with a finite
useful life shall be reviewed at least annually at each fiscal year-end, Any change shall be accounted for
as a change in accounting estimate.

(m) Impairment of non-derivative financial assets

The Company assesses non-derivative financial assets, except inventories and deferred fax assets, at
each reporting date to see if there is an indication of impairment. Impairment loss is determined based
on an asset’s recoverable amount, If it is not possible to determine the recoverable amount (fair value,
less costs to sell and value in use) for an individual asset, then the Company will have to determine the
recoverable amount for the asset’s cash-generating unit (CGU).

Notwithstanding whether indicators exist, recoverability of goodwill and intangible assets with
indefinite useful lives or those not yet in use are required to be tested at least annually. Impairment loss
is recognized if the recoverable amount is less than the carrying amount.

The recoverable amount for an individual asset or a CGU is the higher of its fair value, less costs to sell,
and its value in use. If, and only if, the recoverable amount of an asset is less than its carrying amount,
the carrying amount of the asset shall be reduced to its recoverable amount. That reduction is accounted
for as an impairment loss. An impairment loss shall be recognized immediately in profit or loss.

For the purpose of impairment testing, goodwill acquired in a business combination shall be allocated to
each of the acquirer’s cash-generating units, or groups of cash-generating units, that are expected to
benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the
acquire are assigned to those units or group of units. If the carrying amount of the cash-generating units
exceeds the recoverable amount of the unit, the entity shall recognize the impairment loss, and the
impairment loss shall be allocated to reduce the carrying amount of each asset in the unit. Reversal of an
impairment loss for goodwill is prohibited.

The Company assesses at the end of each reporting period whether there is any indication that an
impairment loss recognized in prior periods for an asset other than goodwill may no longer exist or may
have decreased. An impairment loss recognized in prior periods for an asset other than goodwill shall be
reversed if, and only if, therc has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognized. If this is the case, the carrying
amount of the asset shall be increased to its recoverable amount as a reversal of a previously recognized
impairment loss.

(n) Provision

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash
flows at a pre-tax rate that refiects the current market assessments of the time value of money and the
risks specific to the liability. The unwinding of the discount is recognized as finance cost.

A provision for warranties is recognized when the underlying products or services are sold. The
provision is based on historical warranty data and a weighting of all possible outcomes against their
associated probabilities,

(o) Treasury stock

Repurchased shares are recognized under treasury shares (a contra-equity account) based on their
repurchase price (including all directly accountable costs), net of tax. Gains on disposal of treasury
shares should be recognized under “capital reserve — treasury share transactions”; Losses on disposal of
treasury shares should be offset against existing capital reserves arising from similar types of treasury
shares. If there are insufficient capital reserves to be offset against, then such losses should be accounted
for under retained eamings. The carrying amount of treasury shares should be calculated using the
weighted average of different types of repurchase.

During the cancellation of treasury shares, “capital reserve — share premiums” and “share capital” should
be debited proportionately. Gains on cancellation of treasury shares should be recognized under existing

(Cantinued)
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capital reserves arising from similar types of treasury shares; Losses on cancellation of treasury shares
should be offset against existing capital reserves arising from similar types of treasury shares. If there are
insufficient capital reserves to be offset against, then such losses should be accounted for under retained
earnings.

(p) Revenue

(i) Goods sold

Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of the
consideration received or receivable, net of returns, trade discounts, and volume rebates. Revenue is
recognized when persuasive evidence exists, usually in the form of an executed sales agreement, that the
significant risks and rewards of ownership have been transferred to the customer, recovery of the
consideration is probable, the associated costs and possible return of goods can be estimated reliably,
there is no continning management involvement with the goods, and the amount of revenue can be
measured reliably. If it is probable that discounts will be granted and the amount can be measured
reliably, then the discount is recognized as a reduction of revenue as the sales are recognized.

The timing of the transfers of risks and rewards varies depending on the individual terms of the sales
agreement. Export sales revenue is recognized at the date of shipment, at which date the related risks
and rewards are transferred to the customers. Domestic sales revenue is recognized at the date of
deliveries recetved by the customers,

(ii} Lease income

Lease income from an investment property is recognized in income on a straight-line basis over the
lease term. Incentives granted fo the lessee to enter into the operating lease are spread over the lease
term on a straight-line basis so that the lease income received is reduced accordingly. Lease income
from a sublease is recognized in other operating income and loss.

(q) Employee benefits

(i) Defined contribution plans
Obligations for contributions made to defined contribution pension plans are recognized as an employee
benefit expense in profit or loss in the periods during which services are rendered by employees,

(i) Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
Company’s net obligation in respect of defined benefit pension plans is calculated separately for each
plan by estimating the amount of future benefit that employees have earned in return for their service in
the current and prior periods; that benefit is discounted to determine its present value. Any
unrecognized past service costs and the fair value of any plan assets are deducted. The discount rate is
the yield at the reporting date on government bonds that have maturity dates approximating the terms of
the Company’s obligations and that are denominated in the same currency in which the benefits are
expected tc be paid.

The calculation is performed annually by a qualified actuary using the projected unit credit method.
When the calculation results in a benefit to the Company, the recognized asset is limited to the total of
any unrecognized past service cosis and the present value of economic benefits available in the form of
any future refunds from the plan or reductions in future contributions to the plan. In order to calculate
the present value of economic benefits, consideration is given to any minimnum funding requirements
that apply to any plan in the Company. An economic benefit is available to the Company if it is
realizable during the life of the plan, or on settlement of the plan liabilities.

When the benefits of a plan are improved, the portion of the increased benefit relating to past service by
employees is recognized in profit or loss immediately.

Remeasurements of a net defined benefit liability or asset include (i) actuarial gains and losses; (ii)
return on plan assets excluding net interest on the net defined benefit liability or asset; and (iii) changes
in the effect of the asset ceiling excluding net interest on the net defined benefit liability or asset.

(Continued)
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Remeasurements of the net defined benefit liability or asset are recognized in other comprehensive
income. The Company may choose to transfer the amount that had been recognized as other
comprehensive income to retained eamings or other equity. If the Company chooses to transfer to other
equity, the amount shall not be reclassified to profit or loss or retained earnings, and this accounting
should be adopted consistently in all future periods. The Company recognizes remeasurements of
defined benefit plans in retained earnings.

The Company recognizes gains or losses on the curtailment or settlement of a defined benefit plan
when the curtailment or settfement occurs. The gain or loss on curtailment comprises any resulting
change in the fair value of plan assets, and any change in the present value of the defined benefit
obligation.

(iii) Termination benetits

Termination benefits result from either the Company’s decision to terminate the employment before the
normal retirement date or to provide termination benefits as a result of an offer made to encourage
voluntary redundancy. Termination benefits exist when the Company has clearly committed to a formal
termination of employment plan without realistic possibility of withdrawal, or when the Company has
made an offer of voluntary redundancy, it is probable that the offer will be accepted, and the number of
acceptances can be estimated reliably. If benefits are payable more than 12 months after the reporting
period, then they are discounted to their present value,

(iv) Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
when the related service is provided.

(r) Share-based payment

The grant-date fair value of share-based payment awards granted to employees is recognized as
employee expenses, with a corresponding increase in equity over the period that the employees become
unconditionally entitled to the awards. The amount recognized as an expense is adjusted to reflect the
number of awards whose related service and non-market performance conditions are expected to be met,
such that the amount ultimately recognized is based on the number of awards that meet the related
service and non-market performance conditions at the vesting date.

The fair value of the amount payable to employees in respect of share appreciation rights, which are
settled in cash, is recognized as an expense with a corresponding increase in liabilities over the period
that the employees become unconditionally entitied fo payment. The liability is re-measured at each
reporting date and settlement date. Any changes in the fair value of the liability are recognized as
personnel expenses in profit or loss.

(s) Income taxes

Tax expense (tax income) is the aggregate amount included in the determination of profit or loss for the
period in respect of current tax and deferred tax. Current and deferred tax shall be recognized as income
or an expense and included in profit or loss for the period, except to the extent that the tax arises from a
transaction or event which is recognized, in the same or a different period, outside profit or loss, either
in other comprehensive income or directly in equity or a business combination.

Current tax liabilities (assets) for the current and prior periods shall be measured at the amount
expected to be paid to (recovered from) the taxation authoritics using the tax rates that have been
enacted or substantively enacted by the end of the reporting period. Net taxes payable (recoverable)
include tax payable, tax refundable, and adjustments of tax payable for prior years.

Deferred tax is the amount of income taxes payable/receivable in future periods in respect of taxable
temporary differences.

A deferred tax shall be recognized for all taxable temporary differences, except to the extent that the
deferred tax liability arises from:
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(a) The initial recognition of an asset or liability in a transaction which is not a buginess combination
and, at the time of the transaction, affects neither accounting profit nor taxable profit (tax loss);
or

(b) Deductible temporary differences arising from investments in subsidiaries, associates, and
interests in joint ventures where there is a high probability that such temporary differences will
not reverse in the foreseeable future; or

(c¢) The initial recognition of goodwill.

Deferred tax assets and liabilities shall be measured at the tax rates that are expected to apply to the
period when the asset is realized or the liability is settled based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.

The Company shall offset deferred tax assets and deferred tax liabilities if, and only if:

(a) The Company has a legally enforceable right to set off current tax assets against current tax
liabilities; and

(b) The deferred tax assets and the deferred tax liabilities relate to income taxes levied by the same
taxation authority on either:

(i) The same taxable entity; or

(it} Different taxable entities, but where each such entity intends to seftle tax assets and liabilities
(where such amounts are significant) on a net basis every year of the period of expected asset
realization or debt liquidation, or to realize the assets and settle the liabilities simultaneously.

A deferred tax asset shall be recognized for the carry forward of unused tax losses and unused tax
credits to the extent that it is probable that future taxable profit will be available against which the
unused tax losses and unused tax credits can be utilized. At the end of each reporting period, an entity
reassesses unrecognized deferred tax assets.

(t) Earnings per share

The Company discloses the basic and diluted earnings per share attributable to ordinary equity holders of
the Company. The calculation of basic earnings per share is calculated as the profit attributable to the
ordinary shareholders of the Company divided by the weighted-average number of ordinary shares
outstanding. The calculation of diluted earnings per share is calculated as the profit attributable to ordinary
shareholders of the Company divided by the weighted-average number of ordinary shares outstanding afier
adjustment for the effects of all dilutive potential ordinary shares, such as convertible bonds.

(u) Operating segments

An operating segment is a component of the Company that engages in business activities from which it
may earn revenues and incur expenses, including revenues and expenses relating to transactions with other
components of the Company. Operating results of the operating segment are regularly reviewed by the
Company’s chief operating decision maker to make decisions about resources to be allocated to the
segment and fo assess its performance. Each operating segment consists of standalone financial
information.

(5) Significant Accounting Judgments, Estimates, and Assumptions, and Sources of Estimation
Uncertainty

The preparation of the parent-company-only financial statements in accordance with the IFRSs endorsed by
the FSC requires management to make judgments, estimates and assumptions that may affect the application
of the accounting policies and the reported amount of assets, liabilities, income and expenses. Actual results
may differ from these estimates.

Management is required to constantly examine the fairness of those estimates and assumptions. The effect of
a change in accounting estimate shall be recognized prospectively by including it in the profit or loss in the
current period or future periods.

(Continued)
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Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment within the next year does not exist.

(6) Explanation of Significant Accounts

{a) Cash and cash equivalents

2015.12.31 2014.12.31
Cash and cash equivalents $ 187 219

2015.12.31 2014.12.31
Demand deposits 847,233 398.306
Check deposits 702 627
Time deposits 55,885 317,306
Total ] 904,007 716,458

Please refer to note 6(z) for the analysis of fair value sensitivity and interest rate risk of the financial assets
and liabilities.

(b) Financial assets/liabilities at fair value through profit or loss

2015.12.31 2014.12.31

Financial assets at fair value through profit
or loss:
Financial assets designated as at fair
value through profit or loss
ECB 3 48,540 61,642
Financial assets held for trading
Derivative instruments not used for
hedging 1,590 -
Total s 50,130 61,642

The Company uses derivative instruments to hedge certain currency the Company is exposed to arising
from its operating activities. The Company held the following derivative instruments presented as
held-for-trading financial assets or liabilities:

2015.12.31
Contract amount {in thousands) Currency Maturity date
Forward exchange USD 2,000 NTD to USD 2016.1.15~2016.1.29

contract

Please refer to note 6(x) for the recognition of gain or loss at fair value.

As of December 31, 2015 and 2014, financial assets at fair value through profit or loss were not pledged
as collateral.

(c) Available-for-sale financial assets

2015.12.31 2014.12.31
Listed stocks in Taiwan b 193,283 169,241
Foreign listed stocks 55,282 -
Open-end mutual funds 349,485 295,792
h 598,050 465,033
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Please refer to note 6(y) for the recognition of other comprehensive gain or loss at fair value.

If the equity price had changed and had been on the same basis for both years, assuming all other
variables had remained the same, the impact on other comprehensive income would have been as follows:

2015 2014
Equity price at After-tax other After-tax After-tax other After-tax
reporting date comprehensive profit (loss) comprehensive profit (loss)
income income
Increase 3% $ 15,968 - 11,579 -
Decrease 3% $ {15,968) - (11,579) -

As of December 31, 2015 and 2014, available-for-sale financial assets were not pledged as collateral.

(d) Bond investment without active market

2015.12.31 2014.12.31
Time deposits—current $ 1,014 1,005

Bond investment without an active market pledged as collateral for loans as of December 31, 2015 and
2014, is disclosed in note 8.

(e) Financial assets at cost

2015.12.31 2014.12.31
Unlisted stocks $ 35,000 35,000

The financial assets at cost held by the Company are measured at amortized cost at year-end given the
range of reasonable fair value estimates is large and the probability for each estimate cannot be

reasonably determined; therefore, the Company management had determined that the fair value cannot
be measured reliably.

As of December 31, 2015 and 2014, financial assets at cost were not pledged as collateral.

(f) Aceounts receivable and other receivables

2015.12.31 2014.12.31
Account receivable $ 216,113 226,188
Account receivable —related parties 395,302 352,384
Other receivables —current 17,772 15,517
Other receivables—deposits paid 3,996 3,996
Less: allowance for doubtful accounts (22,344) (21,274)
$ 610,839 576,811

The aging analysis of unimpaired overdue receivables was as follows:

2015.12.31 2014.12.31
1~3Q days 3 25,729 16,317
31~90 days 1,733 7,730
91~270 days 128 221
$ 27,590 24,268
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The movement in the provision for impairment with respect to trade and note receivables during the year

was as follows:

2015
Separately Collectively
assessed assessed
impairment impairment Total
Balance at January 1, 2015 $ 21,274 - 21,274
Recognition of impairment loss 1,070 - 1,070
Reversal of impairment loss - - -
Balance at December 31, 2015 $ 22,344 - 22,344
2014
Separately Collectively
assessed assessed
impairment impairment Total
Balance at Janmary 1, 2014 $ 2,503 707 3210
Recognition of impairment loss 18,771 - 18,771
Reversal of impairment loss - (707) 07y
Balance at December 31, 2014 $ 21,274 - 21,274

The Company considers any change in credit quality of accounts receivable and other receivables from
the date credit was initially granted to the end of the reporting period when recognizing the collectability
of accounts receivable and other receivables. The Company evaluates the customers’ credit and
collectible amounts to estimate the uncollectable amounts, then accrues the allowance for doubtful
accounts. The individual receivables found not to be specifically impaired are further collectively
assessed for impairment by group based on similar risk characteristics.

Accounts receivable and other receivables were not pledged as collateral or restricted.

(g) Inventories

2015.12.31 2014.12.31
Raw materials $ 176,547 166,797
Work in process 313,837 334,647
Finished goods 173,243 171,332
Inventories in transit 1,033 3,364
Total $ 664,660 676,140

For the years ended December 31, 2015 and 2014, the cost of inventories recognized as operating costs
and expenses were $2,813,370 and 33,309,008, respectively. In 2015 and 2014, the reversal of
write-downs amounted to $21,438 and $5,777, respectively, as the Company sold its inventories which
had been written down to net value. Therefore, there was no impact on inventories to be written down
below cost. The reversal was recorded as a reduction of cost of sales.

As of December 31, 2015 and 2014, inventories were not pledged as collateral.
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(h) Equity-accounted investees

As of December 31, 2015 and 2014, the Company’s investments accounted for using the equity method
were as follows:

2015.12.31 2014.12.31
Subsidiaries 3 295,685 294,607

Please refer to the consolidated financial statements for the year ended December 31, 2015.
(i} Non-controlling interests' share of subsidiaries

Please refer to the consolidated financial statements for the year ended December 31, 2015.
(j) Property, plant and equipment

The cost, depreciation, and impairment of the property, plant and equipment of the Company in 2015
and 2014 were as follows:

Machinery
Building and and Office
coostruction equipment equipment Other Total
Cost or deemed cost:
Balance at January 1, 2015 $ 922.461 2,669,253 22,425 130,823 3,744,962
Additions 3,040 6,686 1,958 33,806 45,450
Reclassification - 19,282 800 (20,082) -
Disposals - (217,063) (6.271) (278) (223,612)
Balance at December 31, 2015 5 925,501 2,478,158 18,912 144,269 3,566,840
Balance at January 1, 2014 3 919,490 2,702,815 25,455 105,064 3,756,824
Additions 2,971 6,611 215 46,632 56,429
Reclassification - 23,502 381 (23,883) -
Disposals - {63,675) (3,626) (990) (68,291)
Balance at December 31, 2014 $ 922,461 2,669,253 2425 130,823 3,744,962
Depreciation and impairment loss:
Balance at January 1 2015 3 662,474 2,458,991 21,161 79,742 3,222,368
Depreciation for the year 22,382 73,178 842 18,293 114,695
Disposal loss - (217,027) {6,046) (278) (223,351)
Balance at December 3] 2015 3 684,856 2,315,142 15,957 97,757 3,113,712
Balance at January 1 2014 5 614,553 2,417,490 24,272 59,831 3,116,146
Depreciation for the year 47,921 105,096 515 20,861 174,353
Disposal loss - (63,595) (3,626) (950) {68,171)
Balance at December 31, 2014 3 662,474 2,458,991 21,161 79,742 3,222,368
Carrying amounts:
Balance at December 31, 2015 5 240,645 163,016 2,955 46,512 453,128
Balance at Janvary 1, 2014 5 304,937 285,325 1,183 49,233 640,678
Balance at December 31, 2014 3 259,987 210.262 1,264 51,081 521,554

Property, plant and equipment pledged as collateral for short-term and long-term loans and finance as of
December 31, 2015 and 2014, are disclosed in note 8.
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(k) Investment property
Building and
Land construction Total
Cost or deemed cost:
Balance at January 1, 2015 3 10,079 21,670 31,749
Balance at December 31, 2015 by 10,079 21,670 31,749
Balance at January 1, 2014 3 10,079 21,670 31,749
Balance at December 31, 2014 § 10079 21,670 31,749
Depreciation and impairment loss:
Balance at Januvary 1, 2015 $ - 13,981 13,981
Depreciation for the year - 361 361
Balance at December 31, 2015 $ - 14,342 14,342
Balance at January 1, 2014 3 - 13,620 13,620
Depreciation for the year - 361 361
Balance at December 31, 2014 § - 13,981 13,981
Carrying amounts:
Balance at December 31, 2015 3 14,179 7,328 17,407
Balance at January 1, 2014 h 10,079 8,050 18,129
Balance at December 31, 2014 h 10,079 7,689 17,768
Fair value:
Balance at December 31, 2015 $ 28552
Balance at December 31, 2014 § 26495

Investment property is leased to third parties for factories. Each of the leases contains an initial
non-cancellable period of a year. Subsequent renewals are negotiated with the lessee. No contingent

rents are charged. See note 6(p) for further information (including rental income and other direct
operating cost).

The fair value of investment property is measured by the finance department. The finance department
has assessed the investment property based on its location and category. The fair value of the
Company’s investment property was determined by Level 3 fair value measurement inputs.

When measuring the fair value of investment property, the Company considered the present value of net
cash flows to be generated from leasing the property. The expected net cash flows were discounted
using the yield to reflect the inherent risk of the net cash flows. In 2015 and 2014, the yields applied to

the net annual rentals to determine the fair value of investment property were 2.9% and 3%,
respectively.

Investment property pledged as collateral for short-term and long-term loans and finance as of
December 31, 2015 and 2014, is disclosed in note 8.
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(I) Intangible assets

Initial cost and accumulated amortization for intangible assets were as follows:

Patent and Computer
other software cost  Total amount

Initial cost

Balance as of January 1, 2015 5 6,148 48,430 54,578
Individual acquisition 306 1,232 1,538
Balance as of December 31, 2015 s 6,454 49,662 56,116
Balance as of Januvary 1, 2014 b 5,832 48,009 53,841
Individual acquisition 316 421 737
Balance as of December 31, 2014 g 6,148 48,430 54,578
Amortization

Accumulated balance as of January 1, 2015 3 4,254 47,422 51,676
Amortization 262 657 919
Accumulated balance as of December 31, 2015 $ 4,516 48,079 52,595
Accumulated balance as of January 1, 2014 g 4,017 46,873 50,890
Amortization 237 549 786
Accumnulated balance as of December 31, 2014  § 4,254 47,422 51,676
Book value

Balance as of December 31, 2015 3 1,938 1,583 3,521
Balance as of January 1, 2014 3 1,815 1,136 2,951
Balance as of December 31, 2014 $ 1,894 1,008 2,902

For the years 2015 and 2014, the amortization expenses of intangible assets included in the statement of
comprehensive income were as follows:

2015 2014
Operating cost 3 571 495
Operating expense 348 291
Total 5 919 786

As of December 31, 2015 and 2014, imtangible assets were not pledged as collateral.
(m) Other current assets

The details of other current assets were as follows:

2015.12.31 2014.12.31
Tax refund receivable $ 1,963 1,704
Prepayment for purchases 4,850 6,439
Other prepaid expenses 5,157 5,264
Others 1.533 2,624

S 13503 16031
{n) Short-term loans

The details of short-term loans were as follows:;

Type 2015.12.31 2014.12.31
Letters of credit $ 9286 § 631
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Type 2{015.12.31 2014.12.31
Unsecured bank loans 540,000 30,000
Secured bank loans 50.000 -

Total $ 599,286 30,631
Unused lines of credit i 1,024,682

Interest rates applied %a~1.43° %o~1.51¢

Assets pledged as collateral for short-term loans are disclosed in note 8.

(o) Long-term loans
The details of long-term loans were as follows:

Type 2015.12.13 2014.12.31
Secured bank loans $ 291,200 637,000
Less: current portion - (72,800) (72,800)
Total $ 218400 564,200
Unused lines of credit hy - 273,000
Interest rates applied 2.0056% _ 2.3189%-~2.4242%

(i) Collateral for long-term loans
Assets pledged as collateral for long-term loans are disclosed in note 8.

(if) Violation of loan agreement

In 2015, there were no increases in long-term loans, and the repayments of long-term loans
amounted to $345,800.

The Company signed a 3-year loan contract with E. Sun Bank and six other banks. According to the
coniract, if the Company does not violate any terms during the last three 1o six months before the
coniract expires, the Company can extend its term of credit for another two years.

Pursuant to the loan contract, for the duration of the loan, the Company must conform to the
predetermined financial covenants involving special financial ratios calculated based on the annual
consolidated financial statements. If the special financial ratios cannot meet the requirement, the
Company should improve within the nine months after the end of the fiscal year. If the adjusted
financial ratios reviewed by the certified accountant meet the requirements, it will not be regarded as
breach of the contract. During the period for adjustment, unused lines of credit, excluding the
revolving credit extension, will be suspended until such ratios are in compliance with the contract
requirement, But during the said period, the interest rate would increase to 0.125% unless the
majority of the consortium agreed the exemption proposed by the Company. The financial covenants
were as follows:

i. A maximum debt ratio of 150% should be maintained.

il. A minimum current ratio of 100% should be maintained.

iii. A minimum times interest earned ratio of 2.5 should be maintained.

iv. Minimum net tangible assets of $1,700,000 should be maintained.

(p) Operating lease
(i) The Company as lessee
Based on current lease terms, future rental commitments of non-cancellable lease are as follows:

2015.12.31 2014.12.31
Less than one year 3 3,160 3,160
Between one and five years 4,258 7418
3 7,418 10,578
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The Company leases land under operating leases. The leases typically run for 10 years, with an option
to renew the lease after that date. Lease payments are adjusted periodically to reflect market rentals.

The rental expenses of operating leases were §3,493 for each of the years ended December 31, 2015
and 2014, and were included in profit or loss.

The ownership of land was not transferred the lessor. Therefore, the Company determined that the land
and building elements of the land leases are operating leases.

(i1)) The Company as lessor

The Company leases out its investment properties to third parties under operating leases. Please refer
to note 6(k). The future minimum lease receivable under non-cancellable leases is as follows:

_ 2015.12.31 2014.12.31
Less than one year $ 158 158

The rental income from investment properties was $900 in both 2015 and 2014. The investment
properties did not have any significant maintenance expense.

(gq) Employee benefits
(i) Defined benefit plan
The defined benefit obligation was as follows:
2015.12.31 2014.12.31
Present value of funded benefit obligation $ 180,918 177,175
Fair value of plan assets {96.147) (89.657)
Net defined benefit liability $ 84,771 87,518

The Company makes defined benefit plan contributions to the pension fand account at Bank of Taiwan
that provides pensions for employees upon retirement. The plan (covered by the Labor Standards Law)
entitles a retired employee to receive a lump-sum payment based on years of service and average
salary for the six months prior to retirement.

1. Composition of plan assets

The Company set aside pension funds in accordance with the regulations of the Ministry of Labor
that were managed by the Bureau of Labor Funds. Minimum earnings shall not be lower than the
earnings attainable from two-year time deposits with interest rates offered by local banks, in

accordance with the legislation entitled “Management and Utilization of the Labor Pension
Funds”.

The Company’s labor pension reserve account balance in Bank of Taiwan amounted to $96,147 as
of December 31, 2015. The utilization of the labor pension fund assets includes the asset allocation
and yield of the fund. Please refer to the website of the Bureau of Labor Funds, Ministry of Labor.

2. Changes in present value of the defined benefit obligation were as follows;

2015 2014

Balance at January 1 $ 177,175 169,841
Current service and interest cost 4,411 4,607
Remeasurement of the net defined benefit liability
(assets)
— Actuarial loss (gain) on financial assumptions

change 4,042 -
— Experience (4,286) 3,627
Emplovee benefits paid (424) (900)
Balance at December 31 by 180,918 177,175
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3. Changes in present value of plan assets were as follows:

2015 2014
Balance at January 1 $ 89,657 83,920
Interest income 1,830 1,726
Remeasurement of net defined benefit liability
(assets)
—Return on plan assets (excluding current interest 550 242
cost)
Contributions made by employer 4,534 4,669
Employee benefits paid (424) (900)
Balance at December 31 bl 96,147 89,657
4, Expenses recognized in profit or loss were as follows:
2015 2014

Current service cost B 876 1,210 .
Interest cost on net defined benefit liability (asset) 1,705 1,671

b 2,581 2.881
Operating cost $ 2,041 2,267
Selling expenses 77 109
General and administrative expenses 263 288
Research and development expenses 200 217

b 2.581 2,881
Actual return on assets b 2,380 1,968

5. Remeasurement of the net defined benefit liability (assets) recognized in other comprehensive

income

The remeasurement of the net defined benefit liability (assets) recognized in other comprehensive

income in 2015 and 2014 was as follows:

2015 2014
Cumulative amount at January 1 $ (29,784) (26,399)
Recognized during the period 794 (3.385)
Cumnlative amount at December 31 g (8990 _ __ (29.784)
6. Actuarial assumptions
The following are the Company’s principal actuarial assumptions:
2015.12.31 2014.12.31

Discount rate at December 31 1.875% 2%
Future salary increases 3% 3%

The expected amount of contributions for the year after the reporting date is $4,443.
The weighted-average duration of the defined benefit obligation is 21.42 years.

7. Sensitivity analysis

When calculating the present value of the defined benefit obligation, the Company used
judgments and estimations to determine the actuarial assumptions, which included the discount
rate and future salary increase or decrease. Any changes in the assumptions may have a significant
effect on the amount of the defined benefit obligation.
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If changes in the respective significant actuarial assumptions occur in 2015, the present value of
the defined benefit obligation would increase (decrease) as follows:

Present value of defined benefit obligation

Increase Decrease
December 31, 2015
Discount rate (change of 0.25%) (7,963} 8,395
Present value of defined benefit obligation
Increase Decrease
Change in future salary (change of 0.25%) 8,199 (7,820)

The sensitivity analysis above analyzing the effects of changes in single assumptions is based on
other assumptions remaining unchanged. In actuality, changes in some assumptions may be linked
together. The sensitivity analysis and calculation of the net pension liability on the balance sheet
were performed using the same approach.

(ii) Defined contribution plan

The Company allocates 6% of each employee’s monthly wages to the labor pension personal account
at the Bureau of Labor Insurance in accordance with the provisions of the Labor Pension Act. Under
this defined contribution plan, the Company aliocates a fixed amount to the Bureau of Labor
Insurance without additional legal or constructive obligation.

Details of the Company’s pension costs under the defined contribution method were as follows:

2015 2014
Operating cost 3 18,189 17,961
Selling expenses 1,288 1,323
General and administrative expenses 1,185 1,197
Research and development expenses 2,081 2,043
3 22,743 22,524
(r) Income tax
(i) The amounts of income tax expense (benefit) were as follows:
20135 2014
Current tax expense 5 2,402 2,606
Deferred tax expense
Origination and reversal of temporary differences 45,889 36,215
Income tax expense $ 48291 _____ 38821

No income tax was recognized directly in equity in 2015 and 2014.

The amounts of income tax recognized in other comprehensive income in 2015 and 2014 were as
follows:

2015 2014

Unrealized gain (foss) on available-for-sale
financial assets s 2,570 -

Reconciliation of income tax and profit before tax for 2015 and 2014 is as follows.

2015 2014
Income before income tax s 314,268 209,702
Income tax calculated based on the Company’s tax rate § 53,426 35,649
Investmenit loss (gain} under equity method (2,934) 3,192
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2015 2014
Income tax already paid abroad 164 190
Tax-exempt income {3,047 {4,533)
Adjustment for prior year 1,522 -
Change in unrecognized temporary differences (2,155) (1,296)
Income Basic Tax 715 2416
Others 600 3,203

$ 48201 38821

(ii) Deferred tax assets and liabilities
1. Unrecognized deferred tax assets
Deferred tax assets have not been recognized in respect of the following items:

2015.12.31 2014,12.51
Unrealized inventory valuation and $ 12,977 14.966
obsolescence loss
Others 14,045 14,211
$ 27,022 29,177

2. Recognized deferred tax assets and liabilities
Changes in the amount of deferred tax assets and liabilities for 2015 and 2014 were as follows:

Unrealized
exchange gain Others Total

Deferred tax liabilities: '

Balance at Janmary 1, 2015 $ 2,875 429 3,304

Recognized in profit or loss (611) (154) (765)

Balance at December 31, 2015 $ 2,264 275 2,539

Balance at January 1, 2014 $ 1,197 129 1,326

Recognized in profit or loss 1,678 300 1,978

Balance at December 31, 2014 $ 2,875 429 3,304

Inventory
Tax loss valuation Unrealized
carry-forward loss sales profit Others Total
Deferred tax assets:
Balance at January 1, 2015 $ 69,600 2,536 2,674 7.862 82,672
Recognized in profit or loss (49,806) {1,655) 1,497 3,310 (46,654)
Recognized in other
comprehensive income - - - 2,570 2,570
Balance at December 31, 2015 § 19,794 881 4,171 13,742 38,588
Balance at January 1, 2014 b 104,802 2,146 2,947 7,014 116,909
Recognized in profit or loss (35,202) 390 (273) 848 (34,237
Recognized in other
comprehensive income - - - - -

Balance at December 31, 2014 § 69,600 2.536 2,674 7,862 82,672

(iii)

The ROC Income Tax Act allows net losses, as assessed by the tax authorities, to offset taxable
income over a period of ten years for local tax reporting purposes. As of December 31, 2015, the

loss carryforwards and the years of expiry were as follows:
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Unused balance of loss

Year of loss carryforward Year of expiry
2011 $ 38,868 2021
2012 77.567 2022

3 116,433

(iv) Approval of income tax
The Company’s income tax returns for all fiscal years up to 2013 have been examined and approved
by the R.O.C. tax authority.

{v) The components of the Company’s unappropriated retained earnings were as follows:

2015.12.31 2014.12.31

1997 and prior years $ - -
1998 and thereafier 216,937 (56.128)

$ 216,937 (56,128)
Balance of imputation credit 3 8,268 2294

2015 (expected) 2014 (actual)

Tax creditable ratio for earnings distributed to residents
in R.0.C. —J.81% =

The aforementioned information has been prepared in accordance Tai-Tsai-Suei Letter no.
10204562810 dated October 17, 2013, issued by the Ministry of Finance. From the tax year 2013,
only 50% of the corporate income tax can be credited against the individual income tax. For
taxpayers residing outside the R.O.C., the 10% retained earnings tax can be credited against the
dividend withholding tax once the Company distributes its dividends from the corresponding
retained earnings in subsequent years, but only 50% of the retained earnings tax paid can be credited
against the individual income tax.

(s) Share capital and other equity

(i) Common stock

Resolutions were passed during the board meeting held on August 3, September 7, September 30,
and November 2, 2015, for the Company to repurchase 25,200 thousand shares of its stock as
treasury stock. The Company’s Board of Directors approved resolutions to retire treasury stock
amounting to 11,200 thousand shares with a face value of $112,000 on August 27 and October 21,
2015. The related registration procedures had been completed.

As of December 31, 2015, and 2014, the authorized share capital of the Company amounted to
$3,500,000, comprising 350,000 thousand shares with a par value of TWD10 per share. Tssued shares
were 214,908 thousand shares and 226,108 thousand shares, respectively. The weighted-average
numbers of shares of common stock outstanding excluded treasury stock and the common stock
held by the Company’s subsidiaries were comprising 192,114 thousand shares and 217,313 thousand
shares, respectively.

(ii) Capital surplus
As of December 31, 2015 and 2014, capital surplus was as follows:
2015.12.31 2014.12.31
Expired stock option $ - 6,294
Treasury stock 27,955 -
27,955 6,294

According to the Company Act as amended in January 2012, any realized capital surplus is initially
used to cover any deficit, and the balance, if any, could be transferred to common stock as stock
dividend or distributed as cash based on a resolution approved by the stockholders. Realized capital
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surplus includes the premium derived from the issuance of shares of stock in excess of par value and
endowments received by the Company. According to the “Regulations Governing the Offering and
Issuance of Securities by Securities Issuers”, the combined amount of any portions capitalized in any
one year may not exceed 10% of paid-in capital.

On June 2, 2015, the Company’s board of directors approved offsetting the deficit with capital
surplus of $6,294.

(iii) Retained earnings

The Company’s articles of incorporation stipulate that annual earnings shall be appropriated as

follows:
1. Pay income tax;
2. Make up accumulated deficit;
3. Appropriate legal reserve;
4, Appropriate special reserve;
5. 3% of the remainder is distributable as directors® and supervisors’ remuneration;
6. At least 5% of the remainder is distributable as employee bonuses.
7. If any earnings still exist, the remainder shall be distributed at the discretion of the

board of directors and approved at the stockholders’ meeting,

The Company’s industry is in a stable growth phase. It has adopted a residuval dividend policy
based on its future capital budget plan and operating capital needs. The Company also takes the
effects of dilutive potential shares and the effect on ROE into consideration in calculating EPS.
Therefore, the distribution policy gives priority to cash dividends and then share dividends.
However, the cash dividend distribution should not be lower than 50 percent of the total dividend
distribution of the current year.

According to the Company Act which was amended in May 2015, employee bonuses and directors’
and supervisors’ remuneration are no longer categorized as distribution of earnings, and the
Company will make all necessary changes to its articles of association before the deadline specified
by the authorities.

a. Legal reserve

According to the ROC Company Act as amended in January 2012, the Company must retain
10% of its annual income as a legal reserve until such retenticn equals the amount of paid-in
capital. When a company incurs no loss, it may, pursuant to a resolution approved by the
stockholders, distribute its legal reserve by issuing new shares or distributing cash for the
portion in excess of 25% of the paid-in capital.

b. Special reserve

In accordance with Ruling No. 1010012865 issued by the Financial Supervisory Commission
on April 6, 2012, an increase in retained earnings due to the first-time adoption of IFRSs shall
be reclassified as a special earnings reserve during earnings distribution, and when the relevant
assets are used, disposed of, or reclassified, this special earnings reserve shall be reversed as
distributable earnings proportionately.

In accordance with the guidelines of the above Ruling, a portion of current-period eamings and
undistributed prior-period earnings shall be reclassified as a special earnings reserve during
earnings distribution. The amount to be reclassified should be equal to the difference between
the total net current-period reduction of special earnings reserve resulting from the first-time
adoption of IFRSs and the carrying amount of other shareholders’ equity as stated above.
Similarly, a portion of undistributed prior-period earnings shall be reclassified as a special
earnings reserve (which does not qualify for earnings distribution) to account for cumulative
changes to other shareholders’ equity pertaining to prior periods due to the first-time adoption
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of IFRSs. Amounts of subsequent reversals pertaining to the net reduction of other shareholders’
equity shall qualify for additional distributions.

The Company’s retained earnings this year decreased due to the first-time adoption of IFRSs.
As of December 31, 2012, the Company had an accumulated deficit; therefore, there is no need
to distribute any special reserve.

In accordance with Ruling No. 1010047490 issued by the Financial Supervisory Commission
on April 6, 2012, if the market value of the Company’s shares is lower than the carrying value
of the Company’s shares held by the subsidiaries at year-end, the Company should retain a
special reserve amounting to the difference between the market value and the carrying value,
based upon the Company’s ownership percentage in the subsidiaries. When market value
rebounds, the Company could reverse the special reserve.

c. Earnings distribution

As of December 31, 2014, the Company had an accumulated deficit and did not have to
estimate the amount of employee bonuses and directors” and supervisors’ remuneration.

Due to an accumulated deficit in 2014, the estimation of employee bonuses and directors’ and
supervisors’ remuneration was zero, equal to the actual payment. The related information can
be accessed through the Market Observation Post System.

On June 2, 2015, and June 10, 2014, the Company’s stockholders’ meeting decided to use the
2014 and 2013 net income after tax to make up the previous years’ accumulated deficit, with no
dividend distribution.

(iv) Other equity

Unrealized gains and
Foreign exchange losses from
differences arising from available-for-sale
foreign operation investment
January 1, 2015 3 8,133 (45,025)
Foreign exchange differences
(net of taxes):
The Company 1,737 -
Subsidiaries {338) -
Unrealized gains and losses from
available-for-sale investment:
The Company - (55,482)
Subsidiaries - {8,026)
December 31, 2015 $ 9,532 (108,533)

January 1, 2014 B (140) (49,277)
Foreign exchange differences
(net of taxes):

The Company 8,273 -

Unrealized gains and losses from.
available-for-sale investment:

The Company - 8,532
Subsidiaries - (4,280)
December 31, 2014 5 8,133 (45,025}
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(v) Treasury stock

From August 4 to December 31, 2015, in accordance with the requirements under section 28(2) of
the Securities and Exchange Act, the Company repurchased 25,200 thousand shares of ifs own
common stock as treasury shares in order to protect the Company’s integrity and shareholders’
equity. As of December 31, 2015, a total of 14,000 thousand shares were not yet cancelled.

In accordance with Securities and Exchange Act requirements as stated above, the number of shares
repurchased should not exceed 10 percent of all common shares issued. Also, the value of the
repurchased shares should not exceed the sum of the Company’s retained earnings, share premium,
and realized capital reserves. As of June 30 and September 30, 2015, the Company could repurchase
no more than 22,610 thousand shares and 22,110 thousand shares, respectively, with a total value of
no more than $51,136 and $168,037, respectively.

In accordance with Securities and Exchange Act requirements, treasury shares held by the Company
should not be pledged, and do not hold shareholder rights before their transfer.

Ying Dar Corp. and Bae Haw Corp., 100%-owned subsidiaries of the Company, held the Company’s
common stock. In 2015 and 2014, Ying Dar Corp. and Bae Haw Corp. did not purchase or dispose of
any of the Company’s shares. As of December 31, 2015 and 2014, Ying Dar Corp. and Bae Haw
Corp. together held 8,794 thousand shares of the Company’s common stock, As of December 31,
2015 and 2014, their market valucs amounted to $87,944 and $72,290, respectively.

(t} Earnings per share

2015 2014

Basic earnings per share
Profit (loss) attributable to owners of parent $ 265,977 170,881
Weighted-average number of common shares at end

of year (expressed in thousands of shares) 212,510 217,313
Expressed in New Taiwan dollars $ 1.25 0.79
Diluted earnings per share
Profit (loss) attributable to owners of parent $ 265,977 170,881
Weighted-average number of common shares

{expressed in thousands of shares) 212,510 217,313
Effect of potentially dilutive common stock:
—Employee bonus 1,437 -
Weighted-average number of common shares -

diluted (expressed in thousands of shares) 213,947 217,313
Expressed in New Taiwan dollars $ : 1.24 0.79

In computing basic earnings (loss) per share of common stock for the years ended December 31, 2015 and
2014, the weighted-average numbers of shares of common stock outstanding excluded 8,794 thousand
shares of common stock held by the Company’s subsidiaries as treasury stock.

(u) Revenue
Details of revenue for the years ended December 31, 2015 and 2014, were as follows:

2015 2014
Sales of goods $ 3,377,472 3,808,981

{Continued)



37
EMERGING DISPLAY TECHNOLOGIES CORP.

Notes to parent-company-only financial statements

v) Employee compensation, and directors’ and supervisors’ remuneration
ploy P P

According to the amendment to the Company’s articles of association, which is yet to be approved in the
Annual Stockholders” Meeting, the Company should contribute no less than 5% of the profit as employee
compensation and a maximum of 3% as directors’ and supervisors® remuneration when there is profit for the
year. However, certain amounts of the earnings should be reserved if there is an accumulated loss from
operations in previous years in advance of the appropriation of the employee bonuses. The aforementioned
employee bonuses will be distributed in cash or stock tc employees who satisfy certain specifications of the
Company and its affiliates.

For the year ended December 31, 2015, the compensation of employees and of directors totaling $14,371
and $8,623, respectively, was estimated as the Company’s net income before tax, excluding compensation
of employees and of directors, multiplied by the appropriate percentage in compliance with the Company’s
articles. These expenses were recognized in operating costs and operating expenses during 2015. For any
change after the issuance date of the financial statements, the difference shall be accounted for as a change
in accounting estimate and recognized in profit or loss in the following year.

(w) Other operating income and expenses

Other operating income and expenses were rental revenue.

(x) Non-operating income and expenses

(i) Other income
Details of other income in 2015 and 2014 were as follows:
2015 2014
Interest income
Bank deposits $ 4,333 6,357
Other loans and receivables 310 370
Dividend revenue 12,009 6,963
Others 210 1,066
s 16,862 14,756
(ii} Other gains and losses
Details of other gains and losses in 2015 and 2014 were as follows:
2015 2014
Foreign exchange gains (losses), net $ 43,837 54,951
Net gains on disposal of investments and financial
liability
Net gains on disposal of available-for-sale financial 20,362 34,491
assets
QOthers - (99)
Net gains on disposal of financial assets at fair value
through profit or loss 13,390 8,214
Gains on disposal of property, plant and equipment, net 834 1,509
Qthers - (20)
b 78,423 29,046
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(iii) Finance costs

Details of finance costs in 2015 and 2014 were as follows:
2015 2014

Interest expenses

Bank loans s 16,125 19,572

(y) Reclassified adjustments of the components of other comprehensive income

Details of the reclassified adjustments of the components of other comprehensive income in 2015 and 2014
were as follows:

2015 2014
Available-for-sale financial assets
Net change in fair value in current year $ (37,406) 43,650
Net change in fair value reclassified to income (20.646) (35,118)
Net change in fair value recognized in other
comprehensive income b (58,052) 8,532

(z) Financial instruments
(i) Credit risk
1. Exposure to credit risk
The Company’s maximum exposure to credit risk was the carrying amount of financial assets. As of

December 31, 2015 and 2014, the Company’s maximum exposures to credit risk amounted to
$2,198,852 and $1,855,730, respectively.

2. Concentration of credit risk

To reduce the credit risk of accounts receivable, the Company continuously evaluates customers’
financial condition, and requires customers to provide a guarantee if necessary. The Company
periodically measures the possibility of collecting the accounts receivable and also records an allowance
for doubtful accounts, which is always under the expectation of the management. The Company has a
significant concentration of its sales on certain major customers. As of December 31, 2015 and 2014,
two customers accounted for 70% and 68%, respectively, of total accounts receivable.

(it) Liquidity risk
Details of financial liabilities, categorized by due dates, were as follows. The amounts include interest
expenses but exclude the impacts of negotiated net amounts.

Cacrying Contracted Due within Due in Duein Duein Due in

amount cash flows 6 months 5=-12 monihs 1-2 vears 2-5 years aver § years
December 31, 2015
Noa-denvative financial liabilities
Secired loans $ 341,200 (341,208) (89,072) (38,774} (218,360} - -
Unsecnred foans 549,286 (550,095} (550,095) - - - -
Accounts payable 302,212 (302,219) (302,219) - - - -
Acconnts payable —relaled parties 96,904 (96,904) {B6,904)
MNotes payable 3,193 (3,193) [3,19%) - - - -
Qther payable 102,112 (102,112 (102,112}
Other payable —related parties 6,321 (6.321) (6.321) - - = -
§LANS _ (L408050) (1140016} ___ (MTM) (19360 - -
December 31, 2014
HWom-derivative financial liabilities
Secured loans $ 637,000 (666,242) {43,634} (43,312) (85315) (493,951) -
Unsecnred loans 30,631 (30,670) (30,670) - . - -
Accounts payable 120,813 (320,813 {320,813) - - - -
Accounts payable—related parties 113,125 (113,125) (113,12%8)

{Continued)



39
EMERGING DISPLAY TECHNOLOGIES CORP.

Notes to parent-company-only financial statements

Carrying Contracted Drue within Due in Due in Due in Duein
amount cash flows 6 months 6-12 months 1-2 years i-3 years over 5 years
Notes payable 3,823 (3,823) (3,82%) - - - -
Other payable 83,485 (B3.485) {83,485)
Other payable —related parties 5,525 {5,525) {5525) - - -

S 1194407 __ (1,223.68%) __ (601,078} ___ (45.332) _ (85.315) (493960 -

The Company does not expect that the cash flows could occur significantly earlier or at significantly
different amounts. -

(iii) Foreign currency risk
1. Exposure to foreign currency risk

Significant financial assets and liabilities exposed to foreign currency risk were as follows:

2015.12.31 2014.12.31
Foreign currency  Exchange rate TWD amounot Foreipn currency Exchaoge rate TWD amount

Finzneial assets

Menedary items

UsD 39,446 32.825 1,294,829 33,025 3168 1,045378

JPY 22,824 02727 6224 118,260 0.265 31,292

CNY 11,235 4995 56,116 18,816 5.092 95,813

EUR 284 35.88 10,1%2 - - -

Non-monetary ftcms

Ush 11,834 32.825 383,461 8,750 3185 277,247
Financial liabilities

Monetary items

UsD 8,768 32825 287,805 10,19 3165 322,537

JBY 27,024 02727 7369 nkl4 02646 8153

2. Sensitivity analysis

The foreign currency risk mainly arose from the translation of cash and cash equivalents, accounts
receivable, other receivables, available-to-sale financial assets, loans, accounts payable, bonds payable,
and other payables. As of December 31, 2015 and 2014, if the exchange rate of the TWD versus the
USD, CNY, and JPY had increased or decreased by 1%, given no changes in other factors, profit after
tax would have increased or decreased by $8,212 and $6,554, respectively.

3. Exchange gain or loss

As of December 31, 2015 and 2014, the exchange gain (including realized and unrealized) that resulted
from monetary items translated to the functional currency was $43,837 and $54,951, respectively.

(iv) Interest rate risk

For the Company’s financial assets and liabilities exposed to interest rate risk, please refer to the attached
note about liquidity risk.

The interest rate sensitivity analysis was made based on the interest rate of derivative and non-derivative
instruments at the reporting date. The analysis of liabilities bearing floating interest rates was prepared
based on the assumption that the outstanding amount at the reporting date had existed for the whole year.
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If interest rates on loans had increased or decreased by 0.1%, with all other variables held constant, profit
after tax for the years 2015 and 2014 would have been decreased or increased by $113 and $129,
respectively, mainly as a result of liabilities bearing floating interest rates.

(v) Fair value
1. Categories and fair values of financial instruments

The following table shows the carrying amount and fair values of financial assets and financial liabilities,
including their levels in the fair value hierarchy. It does not include fair value information on financial
assets and financial liabilities not measured at fair value if the carrying amount is a reasonable
approximation of fair value and on investments in equity instruments which do not have any quoted price
in an active market.

2015.12.31
Carrying Fair Valoe
amount Level 1 Level 2 Level 3 Total
Financial assets at fair value
through profit or less
ECB % 48,540 48,540 - - 48.540
Forward exchange contract 1,590 - 1,590 ~ 1,590
Subtotal 50,130 48,540 1,590 - 50,130
Available-for-sale financial assets
Stocks in listed companies 248,565 248,365 - - 248,565
Open-end fund 349,485 349,485 - - 349,485
Financial assets carried at cost 35,000 - - - -
633,050 598,050 - - 508,050
Loans and receivables
Cash and cash equivalents 904,007 - - - -
Debt instrument without active - -
market 1,014 - -
Accounts receivable 589,071 - - - -
Other receivable 17,772 - - - -
Other receivable - refundable
deposits (recognized in other assets
- current) 3,996 - - - -
1,515,860 - - - -
5 2,199,040 646,550 1,590 - 648,180
Financial liabilities at amortized
cost
Bank loans §90,486 - - - -
Notes pavable 3,193 . - - -
Accounts payable 399,123 - - - -
Other payables 102,112 - - - -
$ 1,394,214 - - - -
20141231
Carrying Fair Value
amount Level 1 Level 2 Level 3 Total
Financial assets at fair value
through profit or loss
ECB 3 61,642 61,642 - - 61,642
Available-for-sale financial assets
Stocks in listed companies 169,241 169,241 - - 169,241
Open-end fund 295792 203,792 295,792
Financial assets carried at cost 35,000 -
500,033 465,033 - - 465,033
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2014.12.31
Carrying Fair Value
amount Level 1 Level 2 Level 3 Total

Loan and receivables

Cash and cash equivalents 3 716,458 - - - -

Debt instrument without active - - - -

market 1,005

Accounts receivable 557,298 - - - -

Other receivable 15,517 - - - -

Other receivable - refundable

depoesits (recognized in other assets

- current) 3,996 - - - -

1,204,274 - - - -
5 1,855,949 526,675 - - 526,675

Financial liahilities at amortized
cost

Bank loans 667,631 - - - -

Notes payable 3,823 - - - -

Accounts payable 433,938 - - - -

Other payables 83.485 - - - -

5 1,188,877 - - - -

2. Levels of fair value hierarchy

The table below analyzes the financial instruments carried at fair value by the levels of the fair value
hierarchy. The different levels have been defined as follows:

— Level 1: quoted prices (unadjusted) in the active markets for identified assets or liabilities,

~ Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices).

— Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

3. Valuation techniques and assumptions unused in fair value determination

Because of the short maturities of these instruments, the Company estimates that the carrying amount is
a reasonable approximation of fair value.

4. Valuation techniques and assumptions used in fair value determination
Non-derivative instruments

If a financial instrument has a quoted price in an active market, the quoted price is used as fair value.
Quoted prices of major stock exchanges and quoted prices of government bonds are the basis for
measuring the fair value of stocks listed on an exchange, stocks listed on the OTC, and debt
instruments with quoted prices in an active market.

A fmancial instrument is regarded as having a quoted price in an active market if quoted prices are
readily and regularly available from an exchange, dealer, broker, industry group, pricing service or
regulatory agency, and if those prices represent actnal and regularly occurring market transactions on
an arm’s-length basis. Otherwise, the market is deemed to be inactive,

The fair values of the Company’s bonds, listed securities, and open-end funds with standard terms and
conditions and traded in active markets were determined by the quoted market prices.

Derivative instruments

The fair value of forward exchange contracts is based on quoted prices from the counterparty.
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5. Transfer between level 1 to level 2

There was ne transfer between the fair value hierarchy levels for the years ended December 31, 2015
and 2014.

{aa) Financial risk management

1. The Company was exposed to the following risks arising from financial instruments:
(i) Credit risk
(ii) Liquidity risk
(iii) Market risk
The Company’s risk management objective, policies and procedures and the exposure risk arising from

the aforementioned risks are disclosed below. For more quantitative information, please refer to other
notes to the parent-company-only financial statements.

2. Risk management framework

The board of directors has the overall responsibility for the establishment and oversight of the
Company’s risk management framework. Every department is responsible for planning and controlling
the risk management of the Company’s operation and reports to the board regularly.

The Company’s risk management policies are established to identify and analyze the risks faced by the
Company, to set appropriate risk [imits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and in
products and services offered. The Company, through its training and management standards and
procedures, aims to develop a disciplined and constructive control environment in which all employees
understand their roles and obligations.

The supervisor of the Company oversees how the management monifors the Company’s risk
management policies and procedures and reviews the adequacy of the risk management framework in
relation to the risks faced by the Company. The supervisor is assisted in its oversight role by Internal
Audit. Internal Audit undertakes both regular and ad hoc reviews of risk management controls and
procedures, the results of which are reported to the board of directors.

3. Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual cbligations, which arises principally from the Company’s
accounts receivable, bank deposits, and foreign exchange derivative instruments.

(1) Accounts receivable and other receivables

The credit risk is impacted by the individual situation of each client. The Company continuously
monitors the information concerning client credit risk factors, such as the defauit risk of the industries
and countries in which the customers operate,

According to the credit policy, the Company has to evaluate the credit of each new customer before
setting the payment and delivery terms. The evaluations include external credit ratings, if available,
and bank references. The Company reviews credit limits periodically and requires customers to pay in
advance when the customers’ credit ratings do not meet the benchmark.

The Company established an impairment allowance that represents its estimate of incurred losses in
respect of accounts receivable and other receivables. Major components of this impairment allowance
are a specific loss component that relates to individually significant exposure and a collective loss
compenent wherein the loss is incurred but not identified. The collective component is based on
historical payment experience for similar financial assets.

{2) Investments
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The credit risk exposure in the bank deposits and derivative financial instruments is measured and
monitored by the finance department. Since the Company’s transactions were with financial
institutions with good credit ratings, there were no noncompliance issues, and therefore, there is no
significant credit risk. Investments in other financial instruments are measured and monitored by the
finance department with the instruction from the chairman to ensure each risk of the investment target
is under the Company’s acceptable level.

4. Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its obligations associated
with financial liabilities that are settled by delivering cash or another financial asset. The Company’s
approach to managing liquidity is to ensure, as far as possible, that it always has sufficient liquidity to
meet its [iabilities when due, under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the Company’s reputation.

As of December 31, 2015 and 2014, the Company had unused short-term credit facilities amounting to
$1,024,682 and $1,414,888, respectively.

5. Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates, and
equity prices, which will affect the Company’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control the market risk
exposures within acceptable parameters, while optimizing the return.

The Company engages in derivative financial instrument trading in order to manage the market risk, thus
generating financial liabilities or financial assets. The execution of these transactions was under the
board’s instruction.

(1) Foreign currency risk

The Company is exposed to currency risk on sales, purchases and borrowings that are denominated in
a currency other than the respective functional currencies of the Company and its subsidiaries,
primarily the New Taiwan dollar (TWD), US dollar (USD), Japanese Yen (JPY), Danish Krone
(DKK), Chinese Yuan (CNY) and Korean Won (KRW). The currencies used in these transactions are
the TWD, USD, JPY and CNY.

At any point in time, the Company’s principle is to hedge using the net values afier offsetting
payables and receivables or assets and liabilities which are generated by business operations The
Company mainly hedges its currency risk using foreign exchange agreements wherein the maturity
date is less than six months.

Interest is denominated in the same currency as borrowings. Generally, borrowings are denominated
in currencies that match the cash flows generated by the underlying operations of the Company,
primarily the New Taiwan dollar (TWD) and US dollars (USD).

When the assets and liabilities denominated in a currency other than a functional currency have a
short-term imbalance, the Company should purchase or sell foreign currencies at the spot rate on the
transaction date in order to maintain an acceptable exposure to currency risk.

(2) Interest rate risk

The Company adopts a policy to ensure the exposure to changes in interest rates on borrowings
is evaluated based on the trend in market interest rates. The Company can manage its interest

risk through maintaining an appropriate portfolio of floating interest rates and fixed interest
rates.

(3) Other market price risk

The Company is exposed to equity price risk due to the investments in equity instruments that contain
unsure future prices. Therefore, the Company monitors and manages the equity investments by
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holding a varied investment portfolio and regularly updating the information on equity instruments.

(bb) Capital management

The board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. Capital consists of ordinary shares,
non-redeemable preference shares, retained earnings, and non-controlling interests of the Company. The
board of directors monitors the return on capital as well as the level of dividends to ordinary shareholders.

The Company manages its capital to safeguard the capacity to continue to operate, to continue to provide a
return to sharcholders, to maintain the interest of other related parties, and to maintain an optimal capital
structure to reduce the cost of capital,

In order to maintain or adjust the capital structure, the Company may adjust the dividend payment to the
shareholders, reduce the capital for redistribution to shareholders, issue new shares, or sell assets to seftle
any liabilities.

The Company and other entities in the same industry use the debt-to-equity ratio to manage their capital.
This ratio is the total net debt divided by the total capital. The net debts from the balance sheet are derived
from the total liabilitics, less cash and cash equivalents. However, the net debts are also derived by
deducting available-for-sale financial assets-current and financial assets at fair value through profit or
loss-current. The total capital and equity include share capital, capital surplus, retained earnings, other
equity, and non-controlling interest, plus net debt since 2015.

The Company’s debt-to-equity ratios at the reporting date were as follows:
2015.12.31 2014.12.31

Net debt
Total equity

Debi-to-equity ratio

(7) Transactions with Related Parties

3 98548 701549
$ 20085827 ____ 2.052.068

(a) Relationship with the parent company and its subsidiaries

4.84%

34.19%

Percentage of shareholding

Name of investor Name of subsidiary Location 2015.12.31 2014.12.31
The Company Emerging Display Technologies Co.,
US.A United States 100.00% 100.00%
The Company, Yong Dar
Investment Development
Corp. and Bae Haw
Investment Development Emerging Display Intonation
Corp. {Samoa) Corp. Samoa 95.80% 95.80%
The Company EDT-Europe Aps Denmark 100.00% 100.00%
The Company Tremendous Explore Corp. BVI 100.00% 100.00%
The Company Emerging Display Technologies Korea Korea 100.00% 100.00%
The Company EDT-Japan Corp. Japan 100.00% 100.00%
Ying Dar Investment Development
The Company Corp. Taiwan 100.00% 100.00%
Bae Haw Investment Development
The Company Corp. Taiwan 100.00% 100.00%
The Company Ying Cheng Investment Corp. Taiwan 32.50% 52.50%
Emerging Display
International {Samaoa) Corp. Dong Guan Emerging Display Limited China 100.00% 100.00%
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(b) Parent company and ultimate controlling company

The Company is the ultimate controlling party of the Company and its subsidiaries.

(c) Significant transactions with related parties
1. Operating revenue
The amounts of significant sales by the Company to related parties were as follows:
2015 2014
Subsidiaries b 1,620,306 1,613,674

As of December 31, 2015 and 2014, the unrealized profit from sales to related parties amounted to
$24,531 and $15,727, respectively, which were included in equity-accounted investees in the
accompanying balance sheets.

The selling prices for sales to subsidiaries were similar of those for third-party customers.

In 2015 and 2014, the sales terms were 1 to 3 months for third parties. In 2015 and 2014, the sales
terms were 4 months for related parties based on the market trading conditions in the North America
area.

2. Accounts receivable

Receivables from related parties were as follows:

Type 2015.12.31 2014.12.31
Accounts receivable Subsidiaries $ 395,305 352,384

3. Consigned for processing

In 2015 and 2014, the Company’s sales to related parties amounted to $464,571 and $519,090,
respectively, including raw material, semi-finished products, and raw material that the Company
purchased on behalf of related parties for further processing. As of December 31, 2015 and 2014, the
payables resulting from the above transactions amounted to $96,904 and $113,125, respectively, and
were included in accounts payable-related parties in the accompanying balance sheets,

4. Commission expense

As of December 31, 2015 and 2014, the sales commission paid to subsidiaries amounted to $64,863
and $63,956, respectively. As of December 31, 2015 and 2014, the payables resulting from the above
transactions amounted to $6,319 and 35,525, respectively, and were included in other payable-related
parties in the accompanying balance sheets.

3. Others

As of December 31, 2015, the payables resulting from the consumables that related parties purchased
on behalf of the Company amounted to $2 and were included in other payable-related parties in the
accompanying balance sheets.
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(d) Compensation of key management personnel

The information on key management personnel compensation was as follows:

2015 2014
Short-term employee benefits $ 29,407 20,148
Post-employment benefits 372 565
Other long-term benefits - -
Termination benefits - -
Share-based payments - -
§ 29979 20713

The Company provided five and four of its own cars and another rental car for its key management
personnel to use. In 2015 and 2014, the book value of those cars amounted to $10,487 and $9,360,
respectively, and the rental expense of the other rental car amounted to $905 and $881, respectively.

(8) Pledged Assets

The details and carrying values of pledged assets were as follows:

Pledged assets Purpose 2015.12.31  2014.12.31
Bond investments without active Guarantee for customs and
market— current—time deposits government grants and
convertible bonds payable  § 1,014 1,005
Property, plant and equipment Guarantee for long-term
—buildings borrowings 240,645 239,987
Pledged assets Purpose 2015.12.31 2014.12.31
Property, plant and equipment Guarantee for short-term and
—machinery and equipment long-term borrowings 106,658 160,295
Investment property Guarantee for short-term
borrowings 14,638 14,998
3 436,778 436,285

(9) Commitments and Contingencies

{(a) As of December 31, 2015 and 2014, the Company’s unused letters of credit for purchases of raw
materials, machinery and equipment amounted to $27,457 and $24,317, respectively.

(b} As of December 31, 2015 and 2014, the Company has signed contracts for the purchase of equipment.
The unrecognized contingencies of contracts for the purchase of property, plant and equipment
amounted to $3,221 and $4,382, respectively.

(¢} As of December 31, 2015 and 2014, the Company’s acceptance credit for purchases of raw materials,
machinery and equipment amounted to $11,174 and $16,364, respectively.

(10) Losses Due to Major Disaster: None
(11) Significant Subsequent Event

On February 15, 2016, the Company’s board of the directors approved the repurchase of common stock for
transferring shares to its employees. The Company expects to repurchase 12,000 thousand shares from
February 16 to April 15, 2016.

(Continued)
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(12) Others
The details of the Company’s employee expenses, depreciation, and amortization were as follows:
2015 2014
Recorded as | Recorded as Tatal Recorded as | Recorded as Total
operating cost| operating operating cost| operating
expenses expenses
Employee expenses:

Salaries and wages 354,450 103,518 457,968 378,489 92,887 471,376
Labor and health insurance 40,424 6,299 46,723 39,755 6,147 45,902
Pension expense 20,230 5,004 25324 20,228 5,177 25,405
Other personnel cost 26,415 4,441 30,8356 22,943 3,854 26,797
Depreciation 110,708 4,348 115,056 165,491 9,263 174,754
Amortization 371 348 219 4535 251 786

As of December 31, 2015 and 2014, the numbers of the Company’s employees were 998 and 1,066,

respectively.

(13) Supplementary Disclosure Requirements

The following is the information on significant transactions required by the “Regulations Governing the
Preparation of Financial Reports by Securities Issuers” for the Company for 2015:

(a) Information on significant transactions:

(1) Fund financing provided to other parties: None
(2) Guarantees and endorsements provided to other parties: None

(3) Securities owned as of December 31, 2015 (excluding subsidiaries, associates and joint ventures):

I December 31, 2015
. “""’“‘!“‘“" . Market
Name of Name of security hehven_:n issmer of| Financial statement Units Carrying value (or | Remarks
seeurity holder and type security and the account Ratio .
security holder (shares} value met equity]
value)
iThe Company  |Ascendax Venture - Financial assets carried at 1,000,000] 10,000} 5.00% - -
Capital Corp. stock cost—noncurrent
The Company  [Chenfeng Optronics - Financial assets carried at 1,000,000 25000] 2.23% - -
Corp. stock cost — noncurrent
The Company  [Epistar Corp., Ltd - Financial assets at fair 500,000 16,207 - 16,207 -
ECB value through profit or loss
[The Company  [Taiwan (lass Inc., - Financial assets at fair 1,000,000 32,333 - 32,333 -
Lid. ECB [value through profit or loss
The Company |Apple Inc. stock - tAvailable-for-sale financial 16,80 55,282 - 55,282 -
assets — current
The Company  [Innolux Corp. stock - tvai}ablb-for-salc financial 1147080 11402 0.01%| 11402 -
sets — cumment
The Company  [Shiam Yih Electronic - Available-for-sale financial 480,000 6,504 0.78% 6,504 -
(Co., Lid. stock fassets — current
iThe Company [Hon Hai Precision - IAvailable-for-sale financizl 525,000| 42,420 - 42420 -
Co., Lid, stock [ssets — current
[The Company  {Coasia - IAvailable-for-sale financial 386,610 7,365 0.32% 7,365 -
Microelectronics sets — current
Corp. rs
The Company [Radiant - vailable-for-sale finaneial 250,000 18,850 0.05%% 183850 -
Opto-Electronics sets — ctirent
Corp. stock
The Company  [Siliconware Precision - \Available-for-sale financial 333,000} 17416 0.01%| 17416 -
ndustries Co., Ltd. lassets — current
ktock
The Company  [Taiwan Cement - |Available-for-sale financial 300,600 8,150 - 8,150 -
Corp., btd. stock @ssets — curment
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N December 31, 2015
. Relatm'nshlp . . Market
Na_ame of Name of security betwef:n issuer of| Financial statement Units Carrying value {or | Remarks
security bolder and type security and the account (shares) value Ratio et equity
security holder
value)
The Company  Mega Financial - \Available-for-sale financial 355000 11,794 - 11,794 -
[Holding Co., Ltd pssets — current
lstock
[The Company  [Fubon Financial - \Available-for-sale financial 300,000 13,500 - 13,500 -
Holding Co., Ltd. iassets — corrent
istock
[The Company LSy'nnex Technology - \Avaitable-for-sale financial 432,000 14486 0.03%) 14,486 -
mternational Co. , lassets — current
ILtd. stock
The Company [King Yuan - \Available-for-sale financial 570,000 12284| 0.05%| 12,284 -
[Blectronics Co., Ltd. lassets — cukrent
istock
The Company  [Far Eas Tone - \Available-for-sale financial 200,000] 13,520 0.01%| 13,520 -
[Telecommunications lassets — current
1Co_, Ltd_ stock
The Company  [Pegatron Co., Lid. - \Available-for-sale financial 216,000| 15,552) 0.01%| 15,352 -
stock fassets — current
The Company [Yuanta Asia Pacific - |Available-for-sale financizal 2,000,000 17,896 - 17,896 -
ex-Jpn Invt Grd Govt ets — corrent
Bd Idx rss
[The Company |[Edmond de - Qailab[e-for—sale financial 8,468.12| 26,184 - 26,184 -
[Rothschild Europe ets — current
Convertibles
The Company  [JPM Global Income - - |Available-for-sale financial 11,945.82| 62,034 - 62,034 -
A (ace) lassets —current
The Company [JPMorgan Asia - vailable-for-sale financial 97.195.14( 88,758 - 88,758 -
Pacific Income sets — current
Fund A (mth)
[The Company  [Franklin Templeton - [Available-for-sale financial 46357621 41,999 - 41,999 -
lnvestment Funds - lassets — current
[Templeton Global
[Bond Fund Class A
(acc)
The Company  [UBS {Lux) Strategy - | Available-for-sale financial 372.66| 33,226 - 33,226 -
Fund - Balanced lassets —current
The Company  [Allianz Income and - [Available-for-sale financial 70,900.06( 31,162 - 31,162 -
Growth - AT Ace pssets —current
The Company  [Fidelity Funds - Euro - ﬁvai]able-for—sale financial 83,226.18| 32,233 - 32,233 -
Balanced Fund sets - current
The Company  [Henderson Horizon - vailable-for-sale financial 42,625.75| 15,993 - 15,993 -
Fund - Euroland sets — current
Fund
lYing Dar [Shian Yih Electronic - 1A vailable-for-sale financial 550,000 7453 0.09% 7.453 -
[mvestment Co., Ltd. stock lassets — current
Development
[Corp.
[Ying Dar AGY Products - A vailable-for-sale financial 100,000 298| 002% 808 -
[Investment Corporation stock assels — current
Development
Com.
Ying Dar [The Company’s stock] - Available-for-sale financial 5,346,672 53467 249% 53,467 -
Investment pssets — noncurrent
Development
Corp.
Bae Haw [Shian Yih Electronic - Available-for-sale financial 380,000 5,149 0.62% 3,149 -
Investment Co., Lid. stock lassets —current
Development
Corp.
Bac Haw [The Company’s stockl - \wvailable-for-sale financial 3,447,716 34477 L60% 34,477 -
Investment jassets — noneurrent

(Continued)




49

EMERGING DISPLAY TECHNOLOGIES CORP.

Notes fo parent-company-only financial statements

I December 31, 2015
. Relamfnsh'p . . Market
Name of Name of security betwe_en issuer of | Financial statement Units Carrying value (or | Remarks
security holder and type security and the account Ratio .
security holder (shares) value Inet equity|
valug)

Deveiopment
Corp.
Bac Haw Everest Technology - Financial assets carried at 1,000,000 - 147% - -
nvestment Ine. kost—noncurrent
Development
Corp.
[¥ing Cheng Shian Yih Electronic - IAvailable-for-sale financial 235,000 3,184| 038% 3,184 -
[Investment Com [Co., Ltd. stock jassets — current
';{ing Cheng KChenfeng Optronics - Financial assets carried at 6,000,000 150,000 13.38% - -

nvestment Corp [Corp. stock lcost—noncurrent

(4) Accumulated trading amount of a single security in excess of $300 million or 20% of paid-in capital:
None.

(5) Acquisition of real estate in excess of $300 million or 20% of paid-in capital: None.

(6) Disposal of real estate in excess of $300 million or 20% of paid-in capital: None.

(Continued)
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(8) Receivables from related parties in excess of $100 million or 20% of paid-in capital:

Name of Counterparty | Relationship | Balance | Turnover Overdue Amount Allowance
company of ratio Amount | Status | collected in the | for doubtful Remarks
that has the amount subsequent accounts
receivables period
The Company [Emerging Display [Subsidiary of [Accounts 433 - - 133,913 - -
Technologies Co., fthe Company  peceivable
U.S.A. of $395,302

(9) Derivative financial instrument transactions:

The derivative financial instruments are intended to manage the market risk resulting from the

fluctuations in the exchange rate in operating activities. Please refer to note 6(b).

(Continued)
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(2) Upper limit on investment in Mainland China

Accumulated investment amount
remitted from Taiwan to Mainland
China as of December 31, 2015

Investment amount approved by
the Investment Commission,
Ministry of Economic Affairs

Limit on investment in Mainland
China set by the Investment
Commission, Ministry of

{(Note 8) Economic Affairs
277,630 487,966 1,302,18G
(US$6,934,668) {US$13,951,732) (Note 7)
(Note 3) (Note 6)

Note I: The amount includes $13,234 which was invested by Ying Dar Investment Development
Corp. and $25,488 which was invested by Bae Haw Investment Development Corp.

Note 2: The ratio inciudes 5.90% which was held by Ying Dar Investment Development Corp.
and 11.41% which was held by Bae Haw Investment Development Corp.

Note 3: The amount includes a gain of $733 which was recognized by Ying Dar Investment
Development Corp. and a gain of $1,417 which was recognized by Bae Haw Investment
Development Corp.

Note 4: The amount includes $6,523 which was invested by Ying Dar Investment Development
Corp. and $12,614 which was invested by Bae Haw Investment Development Corp.

Note 5: The amount includes the remaining capital amounting to $6,589 (US$187,732) of
Emerging Technologies Int’] Trading (Shanghai) Co., Ltd. remitted back after it had
completed liquidation in 2009.

Note 6. The approved amount includes US$637,732 obtained from Ying Dar Investment
Development Corp. and US$870,000 obtained from Bae Haw Investment Development
Corp. The amount obtained from Ying Dar Investment Development Corp. includes the
remaining capital amounting to $6,589 (US$187,732) of Emerging Technologies Int’l
Trading (Shanghai) Co., Ltd. remitted back after it had completed liquidation in 2009.

Note 7: The amount includes $45,754 for Ying Dar Investment Development Corp. and $34,936
for Bae Haw Investment Development Corp.

Note 8: Transactions denominated in foreign currencies were recorded using the rate of exchange
at December 31, 2015,

(3) Significant transactions

The significant inter-company transactions with the subsidiary in Mainland China, which were
eliminated in the preparation of the parent-company-only financial statements, are disclosed in
“Information on significant transactions”.

(14) Segment Information

Please refer to the consolidated financial statements for the year ended December 31, 2015.




