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Independent Auditors’ Review Report

The Board of Directors
Emerging Display Technologies Corp.

We have reviewed the accompanying consolidated balance sheets of Emerging Display Technologies Corp. (the
Company) and subsidiaries as of September 30, 2016 and 2015, and the related consolidated statements of
comprehensive income, changes in equity and cash flows for the three months and nine months ended September
30, 2016 and 2015. These consolidated financial statements are the responsibility of the Company's management.
Our responsibility is to express an opinion on these consolidated financial statements based on our reviews.

We conducted our reviews in accordance with Statement on Auditing Standards No0.36 “Review of Financial
Statements” issued by the Auditing Standards Committee of the Accounting Research and Development
Foundation of the Republic of China excluding below paragraph. A review consists principally of applying
analytical procedures to financial data and making inquiries of persons responsible for financial and accounting
matters. It is substantially less in scope than an audit conducted in accordance with auditing standards generally
accepted in the Republic of China, the objective of which is the expression of an opinion regarding the
consolidated financial statements taken as a whole. Accordingly, we do not express such an opinion.

The above subsidiaries’ quarterly financial statements of the Company included EDT-Europe ApS, Emerging
Display Technologies Korea, EDT-Japan Corp., Emerging Display international (Samoa) Corp., Tremendous
Explore Corp., Ying Dar Investment Development Corp., Bae Haw Investment Development Corp. and Ying
Cheng Investment Corp. which were based on these investees’ un-reviewed financial statements for the same
reporting periods. Total assets of these subsidiaries (after eliminating internal transactions between affiliated
companies) were $274,240 thousand and $296,677 thousand, representing 7.58% and 8.18% of the Company’s
consolidated total assets as of September 30, 2016 and 2015. Total liabilities of these subsidiaries (after
eliminating internal transactions between affiliated companies) were $65,245 thousand and $107,767 thousand,
representing 4.14% and 7.63% of the Company’s consolidated total liabilities as of September 30, 2016 and
2015. The comprehensive income and loss of these subsidiaries (after eliminating after-tax effects resulting from
internal transactions between affiliated companies) were income $5,246 thousand, income 9,376 thousand, and
income $19,423 thousand, income $3,471 thousand representing 11.30%, 12.68% and 14.82%, 2.23% of the
Company’s consolidated comprehensive income for the three months and nine months ended September 30,
2016 and 2015.

Based on our reviews, except for the preceding paragraph that investees’ un-reviewed quarterly financial
statements and as stated in the above first paragraph that there might be adjustment of quarterly consolidated
financial statements, we are not aware of any materials modifications that should be made to the consolidated
financial statements referred to above for them to be in conformity with the Guidelines Governing the
Preparation of Financial Reports by Securities Issuers and International Accounting Standards 34, “Interim
Financial Report” endorsed by the Financial Supervisory Commission for the Republic of China.

KPMG

CPA: Potree Yang and David Chen
Kaohsiung, Taiwan, R.O.C.

Nov. 3, 2016

Note to Reader
The accompanying consolidated financial statements are intended only to present the consolidated financial position, results of operations
and cash flows in accordance with the International Financial Reporting Standards approved by the R.O.C. Financial Supervisory
Commission and not those of any other jurisdictions. The standards, procedures and practices to audit such consolidated financial
statements are those generally accepted and applied in the Republic of China.

For the convenience of readers, the auditors’ report and the accompanying consolidated 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 language auditors’ report and consolidated financial statements, the Chinese version shall prevail.
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ASSET
CURRENT ASSET :
Cash and cash equivalent (Note 6(a))
Financial assets at fair value through profit or loss-current
(Note 6(b))
Available-for-sale financial assets —current (Note 6(c))
Bond investments without active market-current (Notes 6(d) and 8)
Accounts receivable, net (Note 6(f))
Other receivables (Note 6(f))
Current tax assets
Inventories (Note 6(g))
Other current assets (Note 6(1))
Total current Asset
NONCURRENT ASSET :
Financial assets carried at cost-noncurrent (Note 6(e))
Property, plant and equipment (Notes 6(i) and 8)
Investment Property (Notes 6(j) and 8)
Intangible assets (Note 6(K))
Deferred tax assets
Prepayments on purchase of equipment
Other non-current financial assets
(Notes 6(d) and 6(f))
Total noncurrent assets

TOTAL

EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES

Consolidated Balance Sheet
(Expressed in thousands of New Taiwan Dollars)
(Reviewed, not audited)

2016.9.30 2015.12.31 2015.9.30
Reviewed Audited Reviewed
Amount % Amount % Amount % LIABILITIES AND EQUITY
CURRENT LIABILITY :
$ 866,474 25 963,257 26 742,300 21 Short-term loans (Notes 6(m) and 8)
Financial liability at fair value through profit and loss
211 - 50,130 1 69,246 2 (Note 6(b))
550,208 15 614,734 16 580,340 16 Notes payable
283,246 8 1,014 - 1,006 - Accounts payable
456,282 13 454,735 12 545989 15 Other payables
21,968 1 18,082 1 20,724 1 Current tax liabilities
3,303 - 2,601 - 2,584 - Long-term loans, current portion (Note 6(n) and 8)
714,704 20 830,814 22 814,068 22 Other current liabilities
17,320 _ - 33,410 1 34,150 1 Total current liabilities
2,913,716 _ 82 2,968,777 _ 79 2,810,407 _ 78 NONCURRENT LIABILITIES :
Long-term loans (Notes 6(n) and 8)
185,000 5 185,000 5 185,000 5 Deferred tax liabilities
471,311 13 537,810 14 559,887 16 Net Defined Benefit liabilities-noncurrent
17,137 - 17,407 1 17,498 - Other non-current liabilities, others
3,205 - 3,525 - 3,701 -
15,752 - 38,751 1 39,338 1 Total liabilities
- - - - 1,015 - EQUITY ATTRIBUTABLE TO SHAREHOLDERS
9989 _ - 9,663 _ - 9,818 _ - OF THE PARENT (Note 6 (r)) :
Capital stock
702,394 18 792,156 21 816,257 22 Capital surplus
Accumulated deficit
Other equity interest
Treasury shares
Total equity attributable to shareholders of parent
Non-controlling interests (Notes 6(h))
Total equity
16,11 100 3,760,933 _100 3,626,664 _100 TOTAL

See accompanying notes to consolidated financial statements.

2016.9.30 2015.12.31 2015.9.30
Reviewed Audited Reviewed
Amount % Amount % Amount %
$ 932,314 26 599,286 16 336,366 10
2416 - - - - -
2,414 - 3,193 - 4871 -
326,533 9 365,174 10 403,429 11
197,424 6 271,943 7 259,189 7
4569 - 1,463 - 1,509 -
- - 72,800 2 72,800 2
26,006 1 25,135 1 26,757 1
1,491,676 _ 42 1,338,994 _ 36 1,104,921 _ 31
- - 218,400 6 218,400 6
2,539 - 2539 - 3,314 -
83,033 2 84,771 2 85,690 2
160 _ - 160 _ - 160 _ -
85,732 2 305,870 8 307,564 8
1,577,408 _ 44 1,644,864 _ 44 1,412,485 _ 39
2,009,076 56 2,149,076 57 2,211,076 61
33,903 1 27,955 1 13,836 -
285,765 8 216,937 6 154,201 4
(97,434)  (3) (99,001) (3) (84,881) (2)
(273,208) _ (8) (259,140) _ (7) (160,526) _ (4)
1,958,102 54 2,035,827 54 2,133,706 59
80,600 2 80,242 2 80,473 2
2,038,702 _ 56 2,116,069 _ 56 2,214,179 _ 61
$ 3,616,110 _100 3,760,933 _ 100 3,626,664 _100




EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income

(Expressed in thousands of New Taiwan Dollars)

Operating revenue (Notes 6(t))

Operating cost (Notes 6(g), (p), (u) and (1))

Gross profit

Operating expenses (Note 6(p), (u) and (1)):
Selling expenses
General and administrative expenses
Research and development expenses

Net other income (Note 6(Vv))

Operating profit

Non-operating income and expenses (Note 6(w)):
Other income
Other gains and losses, net
Finance costs

Profit before tax

Total tax expense(Note 6(Q))
Net Profit

Other comprehensive income :

Items that will be reclassified into profit or loss:

Foreign currency translation difference
Unrealized gain (loss) on available-for-sale
financial assets (Note 6(x))
Less: Income tax related to items that will be
reclassified subsequently (Note 6(q))
Other comprehensive income, net
Comprehensive income
Profit (loss) attributable to
Shareholders of parent
Non-controlling interests
Net Profit
Comprehensive income attributable to
Shareholders of parent
Non-controlling interests
Total Comprehensive income
Earnings per share (Note 6(s))(expressed in New
Taiwan Dollars):
Basic earnings per share
Diluted earnings per share

(Reviewed, not audited)

For the three months ended September 30 For the nine months ended September 30

2016 2015 2016 2015
Amount % Amount % Amount % Amount %
$ 782,064 100 888,001 100 2,492,820 100 2,692,027 100
608,349 78 722,987 81 1,983,109 80 2,170,647 81
173,715 22 165,014 19 509,711 20 521,380 19
48,350 61,120 150,823 162,994
34,692 39,327 107,346 113,078
24,203 28,125 73,226 75,006
107,245 13 128,572 14 331,395 13 351,078 13
274 - 273 - 821 - 820 -
66,744 9 36,715 5 179,137 7 171,122 6
12,002 2 14,756 19,216 1 17,866
(27,994) 4) 77,175 8 (29,929) Q) 76,095 3
(3,572) - (4,054) - (9,420) - (12,722) -
(19,564) (2) 87,877 9 (20,133) - 81,239 4
47,180 7 124,592 14 159,004 7 252,361 10
11,209 20,936 2 29,691 47,829 2
35,971 103,656 12 129,313 204,532 8
(6,193) 1) 9,770 1 (9,786) - 4,898 -
18,041 2 (39,496) 4) 11,061 - (53,436) 2
1,392 - - - (437) - - -
10,456 (29,726) 3) 1,712 - (48,538) (2)
$ 46,427 7 73,930 9 131,025 6 155,994 6
$ 35,977 6 103,065 12 129,100 6 204,035 8
(6) - 591 - 213 - 497 -
$ 35,971 6 103,656 12 129,313 6 204,532 8
$ 46,372 7 73,442 9 130,667 6 156,046 6
55 - 488 - 358 - (52) -
$ 46,427 7 73,930 9 131,025 6 155,994 6
$ 0.20 0.48 0.70 0.94
$ 0.20 0.47 0.70 0.94

See accompanying notes to consolidated financial statements.
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EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES

(Expressed in thousands of New Taiwan Dollars)
(Reviewed, not audited)

Equity attributable to shareholders of parent

Consolidated Statements of Changes in Stockholders’ Equity

Other equity interest

Unrealized Total equity
Foreign gain/loss on attributable
Retained earnings currency available for to
Common Capital Legal capital Special Unappropriated translation  sale financial Treasury shareholders  Non-controlling
stock surplus reserve capital reserve earnings difference asset stock of parent interests Total Equity

Balance as of January 1, 2015 $ 2,261,076 6,294 - - (56,128) 8,133 (45,025) (122,282) 2,052,068 80,525 2,132,593
Net profit for the nine months ended September 30, 2015 - - - - 204,035 - - - 204,035 497 204,532
Other comprehensive income(loss) for the nine
months ended September 30, net of income tax - - - - - 4,838 (52,827) - (47,989) (549) (48,538)
Total comprehensive income (loss) for the nine
months ended September 30, 2015 - - - - 204,035 4,838 (52,827) - 156,046 (52) 155,994
Capital surplus to offset company losses - (6,294) - - 6,294 - - - - - -
Repurchase of treasury stock - - - - - - - (74,408) (74,408) - (74,408)
Cancellation of treasury stock (50,000) 13,836 - - - - - 36,164 - - -
Balance as of September 30, 2015 $ 2,211,076 13,836 - - 154,201 12,971 (97,852) (160,526) 2,133,706 80,473 2,214,179
Balance as of January 1, 2016 $ 2,149,076 27,955 - - 216,937 9,532 (108,533) (259,140) 2,035,827 80,242 2,116,069
Net profit for the nine months ended September 30, 2016 - - - - 129,100 - - - 129,100 213 129,313
Other comprehensive income(loss) for the nine
months ended September 30, net of income tax - - - - - (9,490) 11,057 - 1,567 145 1,712
Total comprehensive income (loss) for the nine
months ended September 30, 2016 - - - - 129,100 (9.490) 11,057 - 130,667 358 131,025
Appropriation of the 2016 earnings:

Legal capital reserve - - 21,614 - (21,614) - - - - - -

Special capital reserve - - - 96,448 (96,448) - - - - - -

Dividends - - - - (60,272) - - - (60,272) - (60,272)
Repurchase of treasury stock - - - - - - - (150,926) (150,926) - (150,926)
Cancellation of treasury stock (140,000) 3,142 - - - - - 136,858 - - -
Cash dividends to subsidiaries - 2,806 - - - - - - 2,806 - 2,806
Balance as of September 30, 2016 $ 2,009,076 33,903 21,614 96,448 167,703 42 (97.476) (273,208) 1,958,102 80,600 2,038,702

See accompanying notes to consolidated financial statements.



EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES
Consolidated Statement of Cash Flows
(Expressed in thousands of New Taiwan Dollars)

(Reviewed, not audited)

Cash flows from operating activities:
Profit before tax
Adjustments :
Income and expenses having no effect on cash flows:
Depreciation expense
Amortization expense
Reversal for bad debt expense

Net gain on financial assets or liabilities at fair value through profit or loss

Interest expense
Interest income
Dividend income
Loss on disposal of property, plant and equipment
Gain on disposal of investments
Unrealized foreign exchange loss (gain)
Total adjustments to reconcile profit (loss)
Changes in operating assets and liabilities
Net changes in operating assets:
Accounts receivable
Other receivable
Inventories
Other current assets
Total net changes in operating assets
Net changes in operating liabilities:
Notes payable
Accounts payable
Other payables
Other current liabilities
Net defined benefit liability
Other operating liabilities
Total net changes in operating liabilities
Total net changes in operating asset and liabilities
Total adjustments
Cash generated from operating activities
Interest received
Dividends received
Interest paid
Income taxes paid
Net cash flows from operating activities
Income and expenses having no effect on cash flows:
Cash flows from investing activities:
Acquisition of financial assets designated upon initial recognition as at fair
value through profit or loss
Proceeds 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 Debt Investments Without Active Market
Acquisition of property, plant and equipment
Proceeds of property, plant and equipment
Acquisition of intangible assets
Increase in other financial assets
Increase in prepayments on purchase of equipment
Net cash flows used in investing activities
Cash flows from financing activities:
Increase (decrease) in short-term loans
Repayments of long-term loans
Cash dividends
Treasury stock acquired
Net cash provided by (used in) financing activities
Effects of changes in foreign exchange rates
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

See accompanying notes to consolidated financial statements.
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For the nine months ended September 30

2016 2015

159,004 252,361
84,066 98,536
722 689
(95) (1,061)
4,838 (11,675)
9,420 12,722
(2,125) (4,106)
(8,357) (13,481)
(367) (844)
(8,063) (20,197)
26,253 (28,963)
106,292 31,620
(12,919) (95,119)
(1,580) (2,716)
110,142 32,378
14,102 (8,546)
109,745 (74,003)
(779) 1,047
(32,874) (8,584)
(63,830) 21,697
(28) 4,174
(1,738) (1,472)
- (11)
(99.249) 16,851
10,496 (57.152)
116,788 (25.532)
275,792 226,829
1,945 4,143
9,032 11,581
(7,998) (11,794)
(3.933) (7.104)
274,838 223,655
(16,187) (57,130)
63,684 61,201
(32,464) (478,968)
116,114 355,992
(290,842) )
(19,371) (29,991)
367 1,152
(402) (1,434)
(491) 259
- (7.320)
(179.592) (156,241
333,028 305,735
(291,200) (345,800)

(60,263) -
(162,026) (73,762)
(180.461) (113.827)
(11,568) 21,650
(96,783) (24,763)
963,257 767,063
866,474 742,300




EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES
Notes to consolidated financial statements

For the nine months ended September 30, 2016 and 2015
(All amounts expressed in thousands of New Taiwan Dollars, unless specified otherwise)
(Reviewed, not audited)

1. Organization and Business Scope

Emerging Display Technologies 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, Kaohsiung Economic
Processing Zone, Kaohsiung City, Taiwan. The Consolidated financial statements of Emerging
Display Technologies Corp. as of and for the nine months ended September 30, 2016 and 2015
comprise Emerging Display Technologies Corp. and its subsidiaries (the Group). The Group is
engaged in the manufacture and sale of Capacity Touch Panel and liquid crystal displays (LCDs).

2. Financial Statements Authorization Date and Authorization Process

The consolidated financial statements were authorized for issuance by the Board of Directors on
November 3, 2016.

3. Application of New and revised Standards and its Interpretations
(1) The IFRSs in issue and endorsed by Financial Supervisory Commission(FSC) with effective

date staring 2017

On July 18, 2016, according to Rule No. 1050026834 issued by the FSC, the following IFRSs
endorsed by the FSC should be adopted by the Company staring 2017.( not including IFRS 9
“Financial Instruments” and IFRS 15 “Revenue from Contracts with Customers” which are not
effective or the effective date is uncertain. )

The new, revised or amended Standards and Interpretations are as follows,

New, revised or amended standards and amendments Effective date per IASB

Amendments to IFRS10, IFRS12 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
Amendment to IFRS 1 “Disclosure Initiative” January 1, 2016
Amendments to IAS 16 and IAS 38 “Clarification of Acceptable January 1, 2016
Methods of Depreciation and Amortization”

Amendments to IAS 16 and IAS 41 “Agriculture: Bearer plants” January 1, 2016
Amendment to IAS 19 “Defined Benefit Plans: Employee July 1, 2014
Contributions”

Amendment to IAS 27 “Equity Method in Separate Financial January 1, 2016
Statement”

Amendment to IAS 36 “Recoverable Amount Disclosures for January 1, 2014

Non-Financial Assets



EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES
Notes to consolidated financial statements

New, revised or amended standards and amendments Effective date per IASB

Amendment to IAS 39 “Novation of Derivatives and Continuation  January 1, 2014
of Hedge Accounting”

Annual Improvement to 2010-2112 and 2011-2013 Cycle July 1, 2014
Annual Improvement to IFRSs 2012-2014 Year January 1, 2016
IFRIC 21 “Levies” January 1, 2014

The initial application of the above new standards and interpretations has not had any material
impact on the Group’s accounting policies.

(2) The new, revised or amended Standards and Interpretations haven’t been endorsed by the
Financial Supervisory Commission (FSC)

The following new, revised or amended Standards and Interpretations haven’t been endorsed by
the Financial Supervisory Commission (FSC) but issued and revised by International
Accounting Standards Board (IASB) :

New, revised or amended standards and amendments Effective date per IASB
IFRS 9 “Financial Instrument” January 1, 2018
Amendments to IFRS10 and IAS 28 “Sale or Contribution of Effective date to be
Assets between an Investor and its Associate or Joint Venture determined by IASB
IFRS 15 “Revenue from Contracts with Customers” January 1, 2018
IFRS16 “Leases” January 1, 2019
Amendment to IFRS 2 “Classification and Measurement of January 1, 2018
Share-based Payment Transactions
Amendment to IFRS 15 “Clarification to IFRS 15~ January 1, 2018
Amendment to IAS 7 “Disclosure Initiative” January 1, 2017

Amendment to IAS 12 “Recognition of Deferred Tax Assets for  January 1, 2017
Unrealized Losses”

The following may have material impact on the Group’s accounting policies:

Effective date _New or revised standard Major revised content
May 28, 2014  IFRS 15, “Revenue From New Standard establish a five-step model
April 12,2016  Contracts with Cutsomers” framwork to recognize revenue that apply

to all contracts with customers, and will
supersede IAS18, “Revenus”, IAS 11,
“Construction Contracts” and a number of
revenue-related interpretations.

On April, 12, 2016, the new amendment
clarify following items: identify a
performance obligation, determine whether
a company is a principal or an agent, the
revenue from granting a license should be
recognised at a point in time or over time.



EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES
Notes to consolidated financial statements

November 19, IFRS 9, New standard will substitute IAS 39,

2013 “Financial Instruments” “Financial Instruments: Recognition and

July 24, 2014 :c\/lﬁasurement”. The major revise is as
ollows:

« Classification and Measurement : Financial
assets driven by contractual cash flow
characteristics and the business model can
be classified into measured at the
amortized cost, fair value through other
comprehensive income and fair value
through proft or loss. Further, designated
financial liability at fair value through
profit or loss, if fair vale change due to
credit risk, it should recognize through
other comprehensive income.

« Impairment : A new expected loss
impairment model had been replaced by
current incurred losses model.

- Hedge Accounting : Adopt more
principle-based approaches as hedge
accounting is more closer to risk
management including revised to achieve,
continue or stop adopting hadge
accounting and use more types of risk
exposures to meet hedged item’s

condition.
January 13, IFRS 16, “Leases” New standard revsed lease accounting
2016 methods as below :

- Lessee shall recognize right-of-use assets
and lease liabilities for all leases on the
consolidated balance sheets. Lease expense
within the lease period is measured by
depreciation amount of the right-of-use
and interest amortization of lease liability.

- Lessors shall classify each lease as an
operating lease or a finance lease. The
accounting method is similar to IAS 17,

“Leases”.
January 19, Amendment to 1AS 12 Clarify that meet certain specific condition,
2016 “Recognition of Deferred unrealized loss recognized deferred tax
Tax Assets for Unrealized asset and clarify the calculation method of
Losses” “future taxable profit”.
January 29, Amendment to IAS 7 Request entity’s to provide changes of
2016 “Disclosure Initiative” financial liabilities to enable investors to

evaluate including changes of cash flow or
non-cash such as foreign exchange loss or
profit.

The Group continues in evaluating the impact on its financial position and financial performance
as a result of the initial adoption of the other standards or interpretations. The related impact will
be disclosed when the Group completes the evaluation.



EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES
Notes to consolidated financial statements

4. Summary of Significant Accounting Policies

(a) Statement of compliance

The accompanying consolidated financial statements have been prepared in conforming with the
Regulation Governing the Preparation of Financial Reports by Securities Issuers and IAS 34,

“Interim Financial Reporting,” endorsed by FSC.

Except below Note 4(c) and (d), the significant accounting policies for the consolidated financial
statement applied in these consolidated financial statements is consistent with those applied in
the consolidated financial statements for the year ended December 31, 2015. Please refer to Note

4 of 2015 consolidated financial statement for detail information.

(b) Basis of consolidation

The basis for the consolidated financial statements applied in these consolidated financial
statements is consistent with those applied in the consolidated financial statements. Please refer

to Note 4(c) of 2015 consolidated financial statement for detail information.

(i) Subsidiaries included in the consolidated financial statements are as follows:

Name of the Name of the Business Percentage Ownership
Investor Subsidiary Activity 2016.9.30 2015.12.31 2015.9.30 Remarks

The Company Emerging Display Sale of CTP and LCDs 100.00% 100.00% 100.00%
Technologies Co., U.S.A.

The Company Emerging Display Investment holding 78.49% 78.49% 78.49%
International (Samoa) Corp.

The Company EDT-Europe ApS Sale of CTP and LCDs 100.00% 100.00% 100.00%

The Company  Tremendous Explore Corp. Trading 100.00% 100.00% 100.00%

The Company  Emerging Display Sale of CTP and LCDs 100.00% 100.00% 100.00%
Technologies Korea

The Company  EDT-Japan Corp. Sale of CTP and LCDs 100.00% 100.00% 100.00%

The Company  Ying Dar Investment Investment 100.00% 100.00% 100.00%
Development Corp.

The Company  Bae Haw Investment Investment 100.00% 100.00% 100.00%
Development Corp.

The Company  Ying Cheng Investment Investment 52.50% 52.50% 52.50%
Corp.

Ying Dar Emerging Display Investment holding 5.90% 5.90% 5.90%

Investment International (Samoa) Corp.

Development

Corp.

Bae Haw Emerging Display Investment holding 11.41% 11.41% 11.41%

Investment International (Samoa) Corp.

Development

Corp.

Emerging Dong Guan Emerging Manufacturing of CTP 100.00% 100.00% 100.00%

Display Display Limited and LCDs

International
(Samoa) Corp

(i) Subsidiaries which are not included in the consolidated financial statements: None.



EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES
Notes to consolidated financial statements

(c) Income tax

The Group prepared income tax in conforming with interim income tax measurement and
disclosure of paragraph B12 of IAS 34 “Interim Financial Reporting”.

Income tax expense is calculated based on an interim period’s pre-tax income multiplied by best
estimation of the annual income tax rate expected for the full financial year and recognized as
current income tax expense. Current income tax expense and deferred tax expense are
recognized based on the prorated estimated annual current income tax expense and deferred tax.

Income tax expense is directly recognized in equity items or other comprehensive items which is
the temporary difference between book value of assets and liabilities at reporting date and tax
basis to measure by using appropriate tax of expected realize assets and settle the liabilities.

(d) Employee benefit
Interim defined benefit pension is calculated on a year-to-date basis using the actuarially

determined pension cost rate adjusted for significant market fluctuations, curtailments,
settlement or other one-time events.

. Critical Accounting Judgement and Key Sources of Estimation and Uncertainty

Management team prepared quarterly consolidated financial statements in conforming with IAS 34,
“Interim Financial Reporting,”, and make judgement, estimation and assumption and the reporting
amount will be affected by accounting policies, assets, liabilities, revenue and expense. The actual
outcome might different from the estimation.

The same critical accounting judgement and key sources of estimation and uncertainty have been
followed in these consolidated financial reports as were applied in the preparation of the Group’s
consolidated financial statements for the year ended December 31, 2015.

. Explanation of significant accounting items

The explanation of significant accounting items of this quarterly consolidated financial statements
had no significant difference compared with the Group consolidated financial statements for the
year ended December 31, 2015. Please refer to Note 6 of 2015 consolidated financial statements.

(a) Cash and cash equivalents
2016.9.30 _2015.12.31 _2015.9.30

Cash and cash equivalents $ 331 270 256
Demand deposits 632,107 893,084 483,431
Check deposits 5,260 4,259 5,816
Time deposits 228,776 65,644 120,791
Repurchase notes - - 132,006

Total $ 866474 963,257 742,300

The Group’s interest risk and sensitivity analysis of financial assets are disclosed in Note 6(y).
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(b) Financial assets at fair value through profit or loss
2016.9.30 _2015.12.31 _ 2015.9.30

Financial assets at fair value through profit or
loss-Current:

Corporate Bond 3 - 48,540 65,740
Financial asset held for trade:

Swap Contract 211 1,590 3,506

$ 211 50,130 __ 69,246

Financial liabilities at fair value through profit or
loss-Current:
Financial liabilities held for trade:

Swap Contract $ 2,416 - -

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

As of September 30, 2016, December 31, 2015 and September 30, 2015, the Group had no
financial assets at fair value through profit or loss pledged as collateral for loans.

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

2016.9.30
Contract amount
(Thousand Dollar) Currency Maturity period
Swap Contract USD 11,000 USD to TWD  2016.10.14~2016.12.29
2015.12.31
Contract amount
(Thousand Dollar) Currency Maturity period
Swap Contract USD 3,000 USD to TWD  2016.1.15~2016.2.17
2015.9.30
Contract amount
(Thousand Dollar) Currency Maturity period
Swap Contract USD 5,000 USD to TWD 2015.10.15~2015.12.15
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(c) Available-for-sale financial assets
2016.9.30 _2015.12.31 _ 2015.9.30

Listed stocks in Taiwan $ 178,220 209,967 226,532
Foreign listed stocks 56,724 55,282 58,009
Open-end mutual funds 315,264 349,485 295,799
Total $ 550,208 614,734 580,340

Please refer to Note 6(w) for disposal of investment profit and loss.
Please refer to Note 6(x) for the recognition of other comprehensive income at fair value.

As of September 30, 2016, December 31, 2015 and September 30, 2015, the Group had no
available-for-sale financial assets pledged as collateral for loans.

(d) Bond investment without active market

2016.9.30 2015.12.31 2015.9.30
Restricted Certificate Deposit-current $ 284.320 1,531 1,522
Current $ 283,246 1,014 1,006
Non-current (recorded in other 1,074 517 516
non-current financial assets)
Total $ 284,320 1,531 1,522

As of September 30, 2016 and December 31, 2015 and September 30, 2015, bond investment
without an active market pledged as collateral for loans are disclosed in Note 8.

(e) Financial assets at cost
2016.9.30 2015.12.31 2015.9.30

Unlisted stocks $ 185,000 185,000 185,000

The financial assets at cost held by the Group 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 Group management had determined that the fair value
cannot be measured reliably.

As of September 30, 2016, December 31, 2015 and September 30, 2015, financial assets at cost
were not pledged as collateral.

~14~
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(F) Accounts receivable and other receivables

Account receivable

Other receivables-current

Other receivables- deposits paid

Less: allowance for doubtful accounts

2016.9.30 2015.12.31 2015.9.30
478,972 484,195 575,528
34,355 31,049 33,708
8,915 9,146 9,302
(35,077) (42,427) (42,523)
$ 487,165 481,963 576,015

The aging analysis of unimpaired overdue receivables was as follows:

1~30 days

31~90 days

91~270 days

More than 271 days

2016.9.30 2015.12.31 2015.9.30
31,717 69,589 82,836
1,404 6,561 3,288
1,120 4,504 3,885
93 583 382
34,334 81,237 90,391

The movement in the provision for impairment with respect to trade and note receivables were

as follows:

Balance at January 1, 2016

Recognition(reversal) of impairment loss

Offset uncollected amount

The Effects of Changes in Foreign Exchange
Rates

Balance at September 30, 2016

Balance at January 1, 2015
Recognition(reversal) of impairment loss

The Effects of Changes in Foreign Exchange rate

Balance at September 30, 2015

Nine months ended September 30, 2016

Separate Collectively
assessed assessed
impairment  impairment Total

$ 41,940 487 42,427
31 (126) (95)
(6,653) - (6,653)
(586) (16) (602)
$ 34,732 345 35,077

Nine months ended September 30, 2015

Separate Collectively
assessed assessed
impairment  impairment Total
$ 41,062 1,787 42,849
182 (1,243) (1,061)
723 12 735
$ 41,967 556 42,523
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The Group 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 Group 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.

As of September 30, 2016, December 31, 2015 and September 30, 2015, accounts receivable
and other receivables were not pledged as collateral.

(9) Inventory
2016.9.30 2015.12.31 2015.9.30

Raw materials $ 165,091 180,182 189,370
Work in process 304,408 328,336 336,226
Finished goods 244,432 321,263 287,027
Inventories in transit 773 1,033 1,445
Total $ 714,704 830,814 814,068

Write-down of Inventory to net realized value in the amount of $4,568 wase included in the cost
of revenue for the nine months ended September 30, 2016. The previous write-down inventories
had been sold and the net realizable value of inventories lowered than cost was no longer existed,
the reversal of write-downs amounted to $8,426, $5,468, $11,503 and recognized in the
reduction of operating costs for the three months ended September 2016 and 2015, nine months
ended September 30, 2015.

As of September 30, 2016, December 31, 2015 and September 30, 2015, inventories were not
pledged as collateral.

(h) Non-controlling interests' share of subsidiaries

Significant to the Group of the non-controlling interest subsidiaries are as follows:

Principal place of Proportion of non-controlling
Name of subsidiaries business interest voting equity
2016.9.30  2015.12.31  2015.9.30
Ying Cheng Investment Corp. Taiwan 47.5% 47.5% 47.5%
Emerging Display Samoa 4.2% 4.2% 4.2%

International (Samoa) Corp.
Summarize above subsidiaries financial information as below which had prepared based on

International Financial Reporting Standards endorsed by FSC. The below financial information
was prior to the offset amount with the Group.
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Summarized financial information for Ying Cheng Investment Corp. is as follows:

2016.9.30 2015.12.31 2015.9.30

Current Asset $ 9,264 8,343 8,893
Non-Current Asset 150,000 150,000 150,000
Current Liability - (50) -
Non-Current liability - - -

Net Asset $ 159,264 158,293 158,893
Non-Controlling equity closing book amount $ 75,650 75,189 75,474

Three months ended September 30  Nine months ended September 30
2016 2015 2016 2015

Operating revenue 3 - - - -

Net profit (Net Loss) $ 53 346 43 338
Other comprehensive income 446 (540) 928 (1,280)
Comprehensive income $ 499 (194) 971 (942)
Profit attributable to non-controlling interest $ 25 165 20 161
Comprehensive income attributable to

non-controlling interest 3 237 (92) 461 (448)

Nine months ended September 30

2016 2015
Cash flow from operating activities $ 3) 308
Cash flow from investing activities - -
Cash flow from financing activities - -
Net increase in cash and cash equivalents $ (3) 308

Summarized financial information for Emerging Display International (Samoa) Corp. is as
follows:

2016.9.30 2015.12.31 2015.9.30

Current Asset $ 126,314 135,002 111,600
Non-Current Asset 16,373 21,178 24,062
Current Liability (24,835) (35,862) (16,638)
Non-Current liability - - -

Net Asset $ 117,852 120,318 119,024
Non-Controlling equity closing book amount $ 4,950 5,053 4,999

Three months ended September 30 Nine months ended September 30
2016 2015 2016 2015

Operating revenue $ 83,680 132,147 273,343 357,028
Net profit (Net Loss) $ (748) 10,149 4,581 8,003
Other comprehensive income (3,592) 3,664 (7,046) 1,437
Comprehensive income $ (4,340) 13,813 (2,465) 9,440
Profit attributable to non-controlling interest $ (31) 426 193 336
Comprehensive income attributable to $ (182) 580 (103) 396

non-controlling interest
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Nine months ended September 30

2016 2015
Cash flow from operating activities $ 415 793
Cash flow from investing activities (2,651) (3,983)
Cash flow from financing activities -
Effects of changes in foreign exchange rates (756) 481
Net increase in cash and cash equivalents $ (2,992) (2,709)

(i) Property, plant and equipment

The cost, depreciation, and impairment of the property, plant and equipment of the Group are as

follows:
Machinery
Building and and Office
Land construction equipment  equipment Others Total
Cost or deemed cost:
Balance at January 1, 2016 $ 52,249 995,983 2,705,564 32,418 151,520 3,937,734
Additions - 2,281 6,867 373 11,490 21,011
Reclassification - - 9,759 - (9,759) -
Disposals - - (126,050) (244) (1,963) (128,257)
Effect of movements in exchange rates (2,332) (3,951) (14,998) (552) (366) (22,199)
Balance at September 30, 2016 $ 49,917 994,313 2,581,142 31,995 150,922 3,808,289
Balance at January 1, 2015 $ 50,378 992,833 2,896,845 37,782 138,135 4,115,973
Additions - 2,190 7,407 2,212 30,599 42,408
Reclassification - - 7,287 800 (8,087) -
Disposals - - (217,064) (8,593) (19) (225,676)
Effect of movements in exchange rates 1,942 1,569 4,095 421 36 8,063
Balance at September 30, 2015 $ 52,320 996,592 2,698,570 32,622 160,664 3,940,768
Depreciation and impairment loss:
Balance at January 1, 2016 $ - 737,759 2,529,764 28,524 103,877 3,399,924
Depreciation for the year - 14,508 56,586 985 11,717 83,796
Disposals loss - - (126,050) (244) (1,963) (128,257)
Effect of movements in exchange rates - (3,218) (14,401) (531) (335) (18,485)
Balance at September 30, 2016 $ - 749,049 2,445,899 28,734 113,296 3,336,978
Balance at January 1, 2015 $ - 712,250 2,669,205 35,491 85,467 3,502,413
Depreciation for the year - 21,114 61,824 975 14,353 98,266
Reclassification - - - (158) 158 -
Disposals loss - - (217,027) (8,320) (19) (225,366)
Effect of movements in exchange rates - 1,040 4,033 407 88 5,568
Balance at September 30, 2015 $ - 734,404 2,518,035 28,395 100,047 3,380,881
Carrying amounts:
Balance at January 1, 2016 $ 52,249 258,224 175,800 3,894 47,643 537,810
Balance at September 30, 2016 $ 49,917 245,264 135,243 3,261 37,626 471,311
Balance at January 1, 2015 $ 50,378 280,583 227,640 2,291 52,668 613,560
Balance at September 30, 2015 $ 52,320 262,188 180,535 4,227 60,617 559,887

Please refer to Note 6(w) for detail of dispoal gain and loss.

As of September 30, 2016, December 31 and September 30, 2015, property, plant and
equipment pledged as collateral for short-term, long-term loans and finance are disclosed in
Note 8.
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(1) Investment property

Building and
Land construction Total
Cost or deemed cost:
Balance at January 1, 2016 $ 10,079 7,328 17,407
Balance at September 30, 2016 $ 10,079 7,058 17,137
Balance at January 1, 2015 $ 10,079 7,689 17,768
Balance at September 30, 2015 $ 10,079 7,419 17,498

The Group had no significant acquisition, disposal or reversal or write-down of impairment loss
of investment property for the nine months ended September 30, 2016 and 2015. Please refer to
Note 12 for depreciation amount for the nine months ended September 30, 2016. Other related
information, please refer to Note 6(j) of 2015 consolidated financial statements.

The fair value of Group’s investment property had no significant difference with 2015
consolidated financial statements disclosed in Note 6(j).

As of September 30, 2016, December 31 and September 30, 2015, investment property pledged
as collateral for short-term, long-term loans and finance are disclosed in Note 8.

(k) Intangible assets

Patent and Computer
other software cost Total
Book value detail as below
Balance as of January 1, 2016 $ 1,938 1,587 3,525
Balance as of September 30, 2016 $ 1,884 1321 3,205
Balance as of January 1, 2015 $ 1,894 1,063 2,957
Balance as of September 30, 2015 $ 1,903 1,798 3,701

There is no increase for acquisition, disposal, reversal or write-down of impairment loss of
investment property for the nine months ended September 30, 2016 and 2015. Please refer Note
12 for amortization amount for the nine months ended September 30, 2016. Other related
information, please refer to Note 6(k) of 2015 consolidated financial statements.

As of September 30, 2016, December 31, 2015 and September 30, 2015, intangible assets were
not pledged as collateral.

(I) Other current asset

2016.9.30 2015.12.31 2015.9.30
Tax refund receivable $ 1,904 2,111 2,982
Prepayment for purchases 2,909 4,850 677
Other prepaid expenses 8,672 6,622 8,600
VAT paid 3,835 18,294 20,284
Others - 1,533 1,607

$ 17,320 33,410 34,150
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(m) Short-term loans

2016.9.30 2015.12.31 2015.9.30
Letters of credit $ 10,314 9,286 6,636
Unsecured bank loans 650,000 540,000 330,000
Secured bank loans 272,000 50,000 -
Total $ 932,314 599,286 336,636
Unused lines of credit  $ 922,740 1,024,682 714,350
Interest rates applied 0.88%~1.2% 1.18%~1.43% 1.13%~1.5%

(1) Increase and repayment of loan

For the nine months ended September 30, 2016 and 2015, the increase amount is $932,314
and $337,721 with interest rate 0.88%~1.20% and 1.13%~1.50% and maturity period is from
October, 2016 to March, 2017 and October, 2015 to March, 2016, respectively. Repayment
amount is $599,286 and $31,986 respectively. Please refer to Note 6(w) for interest expense.
Other related information, please refer to Note 6(m) of 2015 consolidated financial
statements.

(ii) Collateral for short-term loans
Assets pledged as collateral for short-term loans are disclosed in Note 8.

(iii) As of September 30, 2016, December 31 and September 30, 2015, The Group’s acceptance
credit for purchases of raw materials amounted to $8,241, $11,174 and $11,352, respectively.

(n) Long-term loans

The details of long-term loans were as follows:

2016.9.30 2015.12.31 2015.9.30
Secured bank loans $ - 291,200 291,200
Less: current portion - (72,800) (72,800)
Total $ - 218,400 218,400
Unused lines of credit  $ - - -
Interest rates applied - 2.0056% 2.0609%

(i) Increase and repayment of loan

For the nine months ended September 30, 2016 and 2015, there were no increases in
long-term loans, and the repayments of long-term loans amounted to $291,200 and $345,800
respectively according to the contract. The advanced repayment of long-term loan amounted
to $254,800 for the nine months ended September 30, 2016 due to the Group’s financing
strategy. Please refer to Note 6(w) for interest expense detail.

The Group signed a 3-year loan contract with E. Sun Bank and six other banks on the purpose
of repaying the long-term loans as mentioned above to raise its operating capital November,
2013. Besides, according to the contract, if the Group does not violate any terms during last
three to six months before the contract expires, the Group can extend its term of credit for
another two years.
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Pursuant to the loan contract, for the duration of the loan, the Group 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 Group 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. During the said period, the interest rate would
increase to 0.125% unless the majority of the consortium agreed the exemption proposed by
the Group.

The financial covenants were as follows:

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

ii. 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.

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

(o) Operating lease
There is no increase for Operating lease for the nine months ended September 30, 2016 and
2015. Please refer to Note 6(0) for the 2015 consolidated financial statements.
(p) Employee Benefit
(i) Defined benefit plan
There are no significant market fluctuations, curtailments, settlement or other one-time events
after the end the previous financial year, the pension cost measurement and disclosure of

interim pension cost are calculated based on actuarial adopted on December 31, 2015 and
2014.

Cost recognized in profit or loss is as below:

Three months ended Nine months ended
September 30 September 30

2016 2015 2016 2015
Operating cost $ 442 513 1,318 1,528
Selling expenses 17 18 54 58
General and administrative expenses 56 65 166 199
Research and development expenses 41 49 125 150
$ 556 645 1,663 1,935




EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES
Notes to consolidated financial statements

(ii) Defined Contribution Plan

Cost recognized in profit or loss is as below:

Three months ended Nine months ended
September 30 September 30

2016 2015 2016 2015
Operating cost $ 5,782 5,734 16,964 16,873
Selling expenses 1,339 1,201 4,052 3,751
General and administrative expenses 495 457 1,394 1,364
Research and development expenses 542 529 1,593 1,557
$ 8,158 7,921 24,003 23,545

(q) Income tax

(i) The amounts of income tax expense (benefit) were as follows:

Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Current tax expense (profit)
Current $ 4,323 2,586 6,466 4,737
Adjust previous current tax 3 - (210) 1,597
Deferred tax expense
Origination and reversal of 6,883 18,350 23,435 41,495

temporary differences
$ 11,209 20,936 29,691 47,829

No income tax was recognized directly in equity.

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

Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Unrealized gain (loss) on
available-for-sale financial assets $  (1,392) - 437 -

(it) Approval of income tax

The Group’s income tax returns for all fiscal years up to 2014 have been examined and
approved by the R.O.C. tax authority.

(iif) The components of the Group’s unappropriated retained earnings were as follows:

2016.9.30 2015.12.31 2015.9.30

1997 and prior years $ - - -
1998 and thereafter 285,764 216,937 154,201
$ 285,764 216,937 154,201
Balance of imputation credit $ 2,061 8,268 7,282
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2015(Actual) 2014(Actual)

Tax creditable ratio for earnings distributed to
residents in R.O.C. 4.18% -

The aforementioned information has been prepared in accordance Tai-Tsai-Suei Letter no.
10204562810 dated October 17, 2013, issued by the Ministry of Finance.

(r) Share capital and other equity

The Group had no share capital change for the nine months ended September 30, 2016 and 2015
except below statement. Please refer to Note 6(r) of 2015 consolidated financial statements for
detail information.

(i) Common Stock

The Company’s Board of Directors approved resolutions to retire treasury stock amounting to
14,000 thousand shares with a face value of $140,000 on January 14, 2016. The related
registration procedures had been completed.

The Company’s Board of Directors approved resolutions to buy back treasury stock 5,000
thousand shares respectively on August 3 and September 7, 2015 respectively and completed
the buy back. Further, the Company’s Board of Directors approved resolution to retire
treasury stocks amounting to 5,000 thousand shares with a face value of $50,000 on August
27, 2015. The related registration procedures had been completed.

As of September 30, 2016, December 31, 2015 and September 30, 2015, 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. Issued shares were 200,908 thousand shares, 214,908
thousand shares and 221,108 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 180,113 thousand shares, 192,114 thousand
shares and 212,313 thousand shares, respectively.

(i1) Capital surplus

Capital surplus was as follows:
2016.9.30 2015.12.31 2015.9.30

Treasury stock $ 31,097 27,955 13,836
Dividends to subsidiaries 2.806 - -
$ 33,903 27.955 13,836

According to the Company Act, 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
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 Shareholder meeting approved offsetting the accumulated
deficit as of year 2014 with capital surplus of $6,294.
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(iii) Retained earnings

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

Pay income tax;

Make up accumulated deficit;

Appropriate legal reserve;

Appropriate special reserve;

If there is a remaining balance, the Board of Directors shall propose an earning
distribution plan which distribution amount is no more than 80 percent of the
income after tax for the current year

The Company’s industry is in a stable growth phase. It has adopted a residual 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.

a. Legal reserve

According to the ROC Company Act, the Company must retain 10% of its annual income
as a legal reserve until such retention 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.

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 the guidelines of the above Ruling, a portion of current-period earnings
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 of IFRSs. Amounts of subsequent
reversals pertaining to the net reduction of other shareholders’ equity shall qualify for
additional distributions. The special reserve $62,110 has been approved by the Company’s
shareholders meeting as of September 30, 2016.

~2h~
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In accordance with Ruling No. 1010047490 issued by the Financial Supervisory
Commission on November 21, 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.
The special reserve $34,338 has been approved by the Company’s shareholders meeting as
of September 30, 2016.

c. Earnings distribution

The appropriation of 2015 earning has been approved by the Company’s shareholders
meeting on June 7, 2016. The appropriation and dividend per share is as follows,

Cash dividend to shareholders (NT$) $0.31905693 (Note)

Note: The Company’s shareholders meeting resolved to pay dividends $0.3036 per share
but adjusted to NT$0.31905693 per share due to treasury stock affected outstanding shares.

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

(iv) Treasury stock

The Movement of the Company’s treasury stocks is as follows:

Reason to buy back Beginning shares Increase shares _Decrease shares Ending shares
For the nine months ended
September, 2016

Maintain the Company’s credit and 14,000 - (14,000)

stockholders’ equity

Transfer to employees - 12,000 - 12,000
14,000 12,000 (14,000) 12,000

For the nine months ended
September, 2015
Maintain the Company’s credit and

stockholders’ equity - 10,000 (5,000) 5,000

In accordance with the requirements under section 28(2) of the Securities and Exchange Act,
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 September 30, 2015,
the Company could repurchase no more than 22,110 thousand shares with a total value of no
more than $168,037. Besides, as of June 30, 2015, the Company could repurchase no more
than 22,610 thousand shares with a total value of no more than $51,136 the repurchase shares
and amount did not exceed the statutory limit.

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.



EMERGING DISPLAY TECHNOLOGIES CORP. AND SUBSIDIARIES
Notes to consolidated financial statements

Ying Dar Corp. and Bae Haw Corp., 100%-owned subsidiaries of the Company, held the
Company’s common stock. For the nine months ended September 30, 2016 and 2015, Ying
Dar Corp. and Bae Haw Corp. did not purchase or dispose of any of the Company’s shares.
As of September 30, 2016, December 31, 2015 and September 30, 2015, Ying Dar Corp. and
Bae Haw Corp. together held 8,794 thousand shares of the Company’s common stock. As of
September 30, 2016, December 31, 2015 and September 30, 2015, their market values
amounted to $89,703, $87,944 and $66,222, respectively.

(v) Other equity
Foreign exchange  Unrealized gains and
differences arising losses from
from foreign available-for-sale

operation investment
January 1, 2016 $ 9,532 (108,533)
The Group (9,490) 11,057
Balance as of September 30, 2016 $ 42 (97,476)
January 1, 2015 $ 8,133 (45,025)
The Group 4,838 (52,827)
Balance as of September 30, 2015 $ 12,971 (97,852)

(s) Earnings per share
The basic and diluted earnings per share of the Group are as follows:

Three months ended September 30 Nine months ended September 30

2016 2015 2016 2015

Basic Earnings per share

Profit (loss) attributable to owners of parent  $ 35,977 103,065 129,100 204,035
Weighted-average number of common shares 180,113 216,095 183,505 216,095

(expressed in thousands of shares)

Expressed in New Taiwan dollars $ 0.20 0.48 0.70 0.94
Diluted Earnings per share

Profit (loss) attributable to owners of parent  $ 35,977 103,065 129,100 204,035
Weighted-average number of common shares 180,113 216,095 183,505 216,095

(expressed in thousands of shares)
Effect of potentially dilutive common stock:
— Employee bonus 251 1,438 1,138 1,438
Weighted-average number of common shares

- diluted (expressed in thousands of

shares) 180,364 217,533 184,643 217,533
Expressed in New Taiwan dollars $ 0.20 0.47 0.70 0.94

In computing basic earnings (loss) per share of common stock, 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.
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(t) Revenue
Details of revenue were as follows:

Three months ended September 30 Nine months ended September 30

2016 2015 2016 2015

Sales of goods $ 782,064 888,001 2,492,820 2,692,027

(u) Employee compensation, and directors’ and supervisors’ remuneration

According to the Company’s articles of association, 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 compensation will be
distributed in cash or stock to employees who satisfy certain specifications of the Company and
its affiliates.

For the three months and nine months ended September 30, 2016, the Company accrued the
compensation of employees, remuneration of directors and supervisors amounted to $2,556,
$8,535 and $1,534, $5,121 respectively. The compensation of employees, remuneration of
directors and supervisors were estimated as the Company’s net income before tax, excluding
compensation of employees and remuneration of directors and supervisors, multiplied by the
appropriate percentage in compliance with the Company’s articles. These expenses were
recognized in operating costs and operating expenses during this period. For the three months
and nine months ended September 30, 2015, the Company accrued the compensation of
employees, remuneration of directors and supervisors amounted to $8,430, $10,827 and $5,058,
$6,496 respectively. The compensation of employees, remuneration of directors and supervisors
were estimated as the Company’s net income before tax, excluding compensation of employees
and remuneration of directors and supervisors, multiplied by the appropriate percentage in
compliance with the Company’s articles. These expenses were recognized in operating costs and
operating expenses during this period. 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. If Board of Directors resolved to contribute
employee compensation by issuing stocks, the shares of stock will be calculated based on the
date of the Company’s stock closing price prior to the date of Board of Directors’ meeting.

The accrued amount of 2015 profit sharing compensation to employees, remuneration of
directors and supervisors was $14,371 and $8,623, respectively and had no difference with the
actual appropriations of earnings. For related information, please go to website:
http://emops.twse.com.tw.

(v) Other operating income and expenses

Other operating income and expenses were rental revenue.


http://emops.twse.com.tw/
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(w) Non-operating income and expenses

(i) Other income

Details of other income were as follows:

Three months ended

Nine months ended

September 30 September 30
2016 2015 2016 2015
Interest income
Bank deposits $ 726 1,128 1,926 3,858
Other loans and receivables 65 79 199 248
Dividend revenue 7,180 13,481 8,357 13,481
Others 4,031 68 8,734 279

12,002 14,756 19,216 17,866

(i) Other gains and losses

Details of other gains and losses were as follows:

Three months ended

Nine months ended

September 30 September 30
2016 2015 2016 2015
Foreign exchange gains (losses) $  (30,654) 61,975 (38,187) 42,908
Net gains on disposal of
investments and financial liability
Net gains on proceed of
available-for-sale financial assets 4,957 2,476 8,063 20,197
Others (158) - (158) -
Gain/loss on Financial assets at
fair value through profit or (2,116) 12,868 32 12,191
loss-current
Gains on disposal of property, 4) (130) 367 844
plant and equipment, net
Others (19) (14) (46) (45)
$  (27,994) 77,175 (29.929) _ 76,095

(iii) Finance Cost

Details of finance costs were as follows:

Three months ended

Nine months ended

September 30 September 30
2016 2015 2016 2015
Interest expenses
Bank loans $ 3,572 4,054 9,420 12,722
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(x) Reclassified adjustments of the components in other comprehensive income

Details of the Reclassified adjustments of the components in other comprehensive income were
as follows:

Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Available-for-sale financial assets
Net change in fair value occurred
in current year $ 22,998 (36,940) 19,124 (32,992)
Net change in fair value
reclassified to income (4,957) (2,556) (8,063) (20,444)
Net change in fair value recognized
in other comprehensive income $ 18,041 (39.496) 11,061 (53.436)

(y) Financial instruments

There was no significant change of the Group’s fair value of financial instruments, exposure to
credit risk, liquidity risk and market risk except below statements. Please refer to Note 6(y) of
2015 consolidated financial statements.

(i) Credit Risk

To reduce the credit risk of accounts receivable, the Group continuously evaluates customers’
financial condition, and requires customers to provide a guarantee if necessary. The Group
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 Group has no significant concentration of its accounts receivable as of September 30,
2016, December 31, 2015 and September 30, 2015.

(ii) 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.

Carrying Contracted Due within Due in Due in Due in Due in
amount cash flows 6 months  6-12 months  1-2 years 2-5years  over 5 years
September 30, 2016
Non-derivative financial liabilities
Secured loans $ 272,000 (272,133) (272,133)
Unsecured loans 660,314 (660,699) (660,699)
Accounts payable 326,533 (326,533) (326,533)
Notes payable 2,414 (2,414) (2,414) -
Other payable 88,247 (88,247) (88,087) - - (160)
Derivative financial liabilities
Swap Contract - 2,416
Cash out (284,364) (284,364)
Cashin 282,240 282,240 - - -
$ 1351924 _(1,352.150) _(1.351,990) - - (160)
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Non-derivative financial liabilities

Secured loans
Unsecured loans

Accounts payable

Notes payable
Other payable

September 30, 2015

Non-derivative financial liabilities

Secured loans
Unsecured loans

Accounts payable

Notes payable
Other payable

Carrying Contracted  Due within Due in Due in Due in Due in
amount cash flows 6 months  6-12 months  1-2 years 2-5years  over 5 years
$ 341,200  (347,206) (89,072) (38,774)  (219,360) -
549,286  (550,095)  (550,095) - - -
365,174  (365,174)  (365,174) - - -
3,193 (3,193) (3,193) - - -
119,887 (119,887) (119,727) - - (160) -
$ 1,378,740 _(1,385,555) _(1,127,261) (38,774) (219,360) (160)
$ 291,200 (298,923) (39,388) (39,014) (220,521) -
336,366 (336,739) (336,739) - - -
403,429 (403,429) (403,429) - - -
4,871 (4,871) (4,871) - - -
120,230 (120,230) (120,070) - - (160) -
$ 1,156,096 _(1,164,192) (904,497) (39,014) (220,521) (160)

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

(iii) Market Risk

a. Exchange rate risk

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

Financial assets
Monetary items
usD
JPY
RMB
EURO

Non-Monetary items
usD

Financial Liabilities
Monetary items
TWD
usD
JPY

Non-Monetary items
usD

2016.9.30 2015.12.31 2015.9.30
Foreign  Exchange TWD Foreign  Exchange TWD Foreign  Exchange TWD
currency rate amount currency rate amount  currency rate amount
$ 53,266 31.36 1,670,433 40,032 32.825 1,314,035 41,545 32.87 1,365,593
6,993 0.3109 2,174 22,824 0.2727 6,224 4,577 0.2739 1,254
2,432 4.693 11,414 13,163 4.995 65,747 6,302 5.176 32,617
285 35.88 10,192 -
11,274 31.36 353,545 11,834 32.825 388,461 10,337 32.87 339,791
717 1 717 36 1 36 88 1 88
9,271 31.36 290,754 9,256 32.825 303,830 9,956 32.87 327,246
22,624 0.3109 7,034 29,200 0.2727 7,963 31,511 0.2739 8,631
77 31.36 2,416 - - -

The foreign currency risk was mainly incurred 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 September 30, 2016 and 2015,
the exchange rate of the TWD versus the USD, CNY, and JPY increases or decreases by
1%, given no changes in other factors, profit after tax will increase or decrease by $11,464
and $10,060, respectively for the nine months ended September, 2016 and 2015.
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The Group has variety kinds of functional currencies, hence we use summarized method to
disclose exchange gain of monetary items. For the three months and nine months ended
September 30, 2016 and 2015, the exchange loss and profit (including realized and
unrealized) that resulted from monetary items translated to the functional currency was loss
$30,654, profit$61,975, loss $38,187 and profit $42,908 respectively.

b. Interest rate risk

Please refer to liquidity risk management for the detail of the Group’s financial assets and
financial liabilities’ interest exposure.

The sensitivity analysis of interest 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.

When internal report to the Group’s top management regarding the interest rate change,
they used 1% increase or decrease of interest rate assumption as the interest rate change
which also represents this is the reasonable interest rate range assessed by the top
management.

If interest rates on loans had increased or decreased by 1% with all other variables held
constantly. Profit after tax for the nine months ended September 30, 2016 and 2015 would
have been decreased by $58 and increased by $65, respectively, mainly as a result of
liabilities bearing floating interest rates.

c. Other price risk

If the equity price changes, and if it is on the same basis for both years, and assuming all
other variables remain the same, the impact on other comprehensive income will be as

follows:
Nine months ended Nine months ended
September 30, 2016 September 30, 2015
Equity price at  After-tax other After-tax profit After-tax other After-tax profit
reporting date  comprehensive (loss) comprehensive (loss)
income income
Increase 3% $ 14,704 - 15,695 -
Decrease 3% $ (14,704) - (15,695) -

(iv) Fair value
a. 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.
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2016.9.30
Carrying Fair Value
Amount Level 1 Level 2 Level 3 Amount
Financial assets at fair value through profit or less
Swap Contracts $ 211 - 211 - 211
Available-for-sale financial assets
Stocks in listed companies 234,944 234,944 - - 234,944
Open-end fund 315,264 315,264 - - 315,264
Financial assets carried at cost 185,000 - - - -
735,208 550,208 - - 550,208
Loans and receivables
Cash and Cash equivalent 866,474 - - - -
Debt instrument without active market 284,320 - - - -
Account Receivables 456,282 - - - -
Other Account Receivables 21,968 - - - -
Other receivable - refundable deposits
(recognized in other assets - noncurrent) 8,915 - - - -
1,637,959 - - - -
Total financial assets $ 2,373,378 550,208 211 - 550,419
Financial assets at fair value through profit or less
Swap Contracts $ 2,416 - 2,416 - 2,416
Financial liabilities at amortized cost
Bank loans $ 932,314 - - - -
Notes payable 2,414 - - - -
Account payable 326,533 - - - -
Other payable 88,247 - - - -
1,349,508 - - - -
Total financial liabilities $ 1,351,924 - 2,416 - 2,416
2015.12.31
Carrying Fair Value
Amount Level 1 Level 2 Level 3 Amount
Financial assets at fair value through profit or less
ECB $ 48,540 48,540 - - 48,540
SWAP Contract 1,590 - 1,590 - 1,590
50,130 48,540 1,590 - 50,130
Available-for-sale financial assets
Stocks in listed companies 265,249 265,249 - - 265,249
Open-end fund 349,485 349,485 - - 349,485
Financial assets carried at cost 185,000 - - - -
799,734 614,734 - - 614,734
Loan and receivables
Cash and Cash equivalent 963,257 - - - -
Debt instrument without active market 1,531 - - - -
Account Receivables 454,735 - - - -
Other Account Receivables 18,082 - - - -
Other receivable - refundable deposits
(recognized in other assets - noncurrent) 9,146 - - - -
1,446,751 - - - -
Total financial assets $ 2,296,615 663,274 1,590 - 664,864
Financial liabilities at amortized cost
Bank loans $ 890,486 - - - -
Notes payable 3,193 - - - -
Account payable 365,174 - - - -
Other payable 119,887 - - - -
Total financial liabilities $ 1378740 - - - -
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2015.9.30
Carrying Fair Value
Amount Level 1 Level 2 Level 3 Amount
Financial assets at fair value through profit or less
ECB $ 65,740 65,740 - - 65,740
Swap Contracts 3,506 - 3,506 - 3,506
69,246 65,740 3,506 - 69,246
Available-for-sale financial assets
Stocks in listed companies 284,541 284,541 - - 284,541
Open-end fund 295,799 295,799 - - 295,799
Financial assets carried at cost 185,000 - - - -
765,340 580,340 - - 580,340
Loan and receivables
Cash and Cash equivalent 742,300 - - - -
Debt instrument without active market 1,522 - - - -
Account Receivables 545,989 - - - -
Other Account Receivables 20,724 - - - -
Other receivable - refundable deposits
(recognized in other assets - noncurrent) 9,302 - - - -
1,319,837 - - - -
Total financial assets $ 2,154,423 646,080 3,506 - 649,586
Financial liabilities at amortized cost
Bank loans $ 627,566 - - - -
Notes payable 4,871 - - - -
Account payable 403,429 - - - -
Other payable 120,070 - - - -
Total financial liabilities $ 1,155,936 - - - -

b.

C.

The Group measures its assets and liabilities use input observable market data. The fair
value hierarchy categorizes the inputs used in valuation techniques 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).

Valuation techniques and assumptions unused in fair value determination

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

. 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 financial 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 actual and regularly
occurring market transactions on an arm’s-length basis. Otherwise, the market is deemed to
be inactive.
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The fair values of the Group’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.

e. Transfer between level 1 and level 2

There was no transfer between the fair value hierarchy levels for the nine months ended
September 30, 2016 and 2015.

(z) Financial risk management

There was no significant change of the Group’s financial risk management objectives and policy
disclosed in 2015 consolidated report. Please refer to Note 6(z) of 2015 consolidated financial
statements.

(aa) Capital management

The Group’s capital management objectives, policies and procedures were compliance with
2015 consolidated financial statements. Further, there was no significant change of the summary
quantitative information as disclosed in 2015 consolidated financial statements. Please refer to
Note 6(aa) of 2015 consolidated financial statements.

7. Transactions with Related Parties

(a) Relationship
The Company is the ultimate controlling party of the Group.

(b) Compensation of key management personnel
The information on key management personnel compensation was as follows:

Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Short-term employee benefits $ 5,686 13,163 19,816 24,220
Post-employment benefits 145 143 433 428

Other long-term benefits - - - -
Termination benefits - - - -
Share-based payments - - - -

$ 5,831 13,306 20,249 24,648

The Group provided five of their own cars and another rental car for their key management
personnel to use. The book value of those cars amounted to $10,487, and the rental expense car
amounted to $227, $227, and $679, $679, respectively for the three months and nine months
ended September 30, 2016 and 2015.

~34~
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8. Pledged Asset

10.
11.

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

Pledged Assets Purpose 2016.9.30 2015.12.31 2015.9.30

Bond investments without active ~ Guarantee for

market — current—time deposits customs and $ 1,006 1,014 1,006
government grants

Property, plant and equipment— Guarantee for

buildings long-term - 240,645 243,884
borrowings

Property, plant and equipment— Guarantee for

machinery and equipment short-term and - 106,658 120,065
long-term
borrowings

Investment property Guarantee for 14,367 14,638 14,728
short-term
borrowings

Bond investments without active ~ Guarantee for

market-current— Certificate short-term

Deposit borrowings 282,240 - -

Other financial assets—noncurrent Guarantee Letter of

time deposits Credit for lease 1,074 517 516
contract

$ 298,687 363,472 380,199

Commitments and Contingencies

(@) As of September 30, 2016, December 31, 2015 and September 30, 2015, The Group’s unused
letters of credit for purchases of raw materials, machinery and equipment amounted to $17,585,
$27,457 and $20,892, respectively.

(b) As of September 30, 2016, December 31, 2015 and September 30, 2015, The Group has signed
contracts for the purchase of equipment. The unrecognized contingencies of contracts for the
purchase of property, plant and equipment amounted to $2,000, $3,221 and $5,631, respectively.

Losses Due to Major Disaster: None.

Significant Subsequent Event:

On Oct. 19, 2016, the Company’s Board of Directors’ resolved to buy treasury stocks 2,500

thousand shares from October to December, 2016. The Company had completed the buy back shares

as of November 3, 2016 when announced and approved this financial report.
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(@) The details of the Group’s employee expenses, depreciation, and amortization were as follows:

Three months ended
September 30, 2016

Three months ended
September 30, 2015

Recorded as | Recorded as| Total |Recorded as | Recorded as Total
operating cost | operating operating operating
expenses cost expenses
Employee expenses:
Salaries and wages 79,235 46,623 125,85{ 120,500 50,837 171,337
Labor and health 10,100 3,333 13,43 10,461 3,108 13,569
insurance
Pension expense 6,224 2,490 8,71 6,247 2,319 8,566
Other personnel cost 6,748 1,415 8,16 7,664 1,569 9,233
Depreciation 25,622 1,476 27,09 30,021 1,524 31,545
Amortization 137 71 20 145 94 239
Nine months ended Nine months ended
September 30, 2016 September 30, 2015
Recorded as | Recorded as| Total |Recorded as | Recorded as Total
operating cost | operating operating operating
expenses cost expenses
Employee expenses:
Salaries and wages 279,254 142,731 421,985 324,404 146,603 471,007
Labor and health 30,801 9,854 40,655 31,758 9,467 41,225
insurance

Pension expense 18,282 7,384 25,666 18,401 7,079 25,480
Other personnel cost 21,318 4,363 25,681 22,536 4,567 27,103
Depreciation 79,661 4,405 84,066 93,959 4,577 98,536
Amortization 451 271 722 405 284 689

(b) Seasonal operation:

The operation of the Group hadn’t been affected by either seasonal or periodical factors.

13. Supplementary Disclosure Requirements

In accordance with the ROC “Guidelines Governing the Preparation of Financial Reports by
Securities Issuers”, the required disclosures for the nine months ended September 30, 2016 were as

follows:

(a) Information on significant transactions:

(i) Loans extended to other parties: None.

(if) Guarantees provided to other parties: None.
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(iii) Securities owned as of September 30, 2016 (subsidiaries, associates and joint ventures not

included):

Relationship September 30, 2016
Name of
) i between . ) ) ) Market value
security Name of security and type . Financial statement account Units Carrying . | Remark
the investee and the Ratio  |(or net equity
holder (shares) value
Company value)
IThe Company |Ascendax Venture Capital Corp. stock - Financial assets carried at cost —noncurrent 1,000,000 10,000 5.00% 10,000 -
IThe Company |Chenfeng Optronics Corp. stock - Financial assets carried at cost —noncurrent 1,000,000 25,000 2.23%| 25,000 -
IThe Company |Apple Inc. stock - |Available-for-sale financial assets— current 16,000 56,724 - 56,724 -
IThe Company |Innolux Corp. stock - |Available-for-sale financial assets— current 1,147,089 12,159 0.01%) 12,159 -
IThe Company |Fubon Financial Holding Co., Ltd. stock |Available-for-sale financial assets— current 300,000 13,890 - 13,890 -
IThe Company |Hon Hai Precision Co., Ltd. stock - |Available-for-sale financial assets— current 577,500 45,622 - 45,622 -
IThe Company |Radiant Opto-Electronics Corp. stock - |Available-for-sale financial assets— current 250,000 12,725 0.05% 12,725 -
IThe Company [Taiwan Cement Corp., Ltd. stock - |Available-for-sale financial assets— current 300,000 10,695 0.01%) 10,695 -
IThe Company |Synnex Technology International Co. , Ltd. stock - |Available-for-sale financial assets— current 474,600 16,468 0.03% 16,468 -
IThe Company [Pegatron Co., Ltd. stock - |Available-for-sale financial assets— current 216,000 17,410 0.01%) 17,410 -
IThe Company |Mega Financial Holding Co., Ltd stock - IAvailable-for-sale financial assets— current 555,000 12,238 - 12,238 -
IThe Company |Coasia Microelectronics Corp. stock - |Available-for-sale financial assets— current 441,509 7,439 0.32%) 7,439 -
IThe Company [Shian Yih Electronic Co., Ltd. stock - IAvailable-for-sale financial assets— current 480,000 8,400 0.78%| 8,400 -
IThe Company |Yuanta Asia Pacific ex-Jpn Invt Grd Govt Bd ldx - IAvailable-for-sale financial assets — current 2,000,000 18,654 - 18,654 -
IThe Company |Edmond de Rothschild Europe Convertibles - IAvailable-for-sale financial assets— current 8,468.12 25,480 - 25,480 -
IThe Company [PM Global Income A (acc) - |Available-for-sale financial assets— current 11,945.82 62,532 - 62,532 -
IThe Company PPMorgan Asia Pacific Income Fund A (mth) - |Available-for-sale financial assets—curren 100,738.54 92,563 - 92,563 -
IThe Company |Franklin Templeton Investment Funds - - |Available-for-sale financial assets— current 46,357.62 39,092 - 39,092 -
ITempleton Global Bond Fund Class A (acc)
IThe Company |Fidelity Funds - Euro Balanced Fund - |Available-for-sale financial assets— current 88,226.18 30,518 - 30,518 -
IThe Company |Henderson Horizon Fund - Euroland Fund - IAvailable-for-sale financial assets— current 42,625.75 14,744 - 14,744 -
IThe Company |Fidelity Funds —Asia High Yield Fund |Available-for-sale financial assets— current 61,787.31 31,681 - 31,681 -
'Ying Dar IShian Yih Electronic Co., Ltd. stock - lAvailable-for-sale financial assets— current 550,000 9,625 0.90%| 9,625 -
Investment
Development
Corp.
'Ying Dar IAGV Products Corporation stock _ |Available-for-sale financial assets— current 100,000 786 0.02%| 786 -
Investment
Developmen
Corp.
'Ying Dar [The Company’s stock The Company  |Available-for-sale financial assets —noncurrent 5,346,672 54,536 2.66%)| 54,536 Note
Investment
Development
Corp.
Bae Haw Everest Technology Inc. - Financial assets carried at cost —noncurrent 1,000,000 - 1.47% - -
Investment
Development
Corp.
Bae Haw Shian Yih Electronic Co., Ltd. stock - |Available-for-sale financial assets— current 380,000 6,650 0.62% 6,650 -
Investment
Development
Corp.
Bae Haw [The Company’s stock The Company  |Available-for-sale financial assets —noncurrent 3,447,716 35,167 1.72% 35,167 Note
Investment
Development
Corp.
'Ying Cheng  |Chenfeng Optronics Corp. stock - Financial assets carried at cost —noncurrent 6,000,000 150,000 13.38% 150,000 -
Investment
Corp.
'Ying Cheng  [Shian Yih Electronic Co., Ltd. stock - |Available-for-sale financial assets —current 235,000 4,113 0.38% 4,113 -
Investment
Corp

Note: It was eliminated in the consolidation.

(iv) Accumulated trading amount of a single security in excess of $300 million or 20% of the
Company’s issued share capital: None.

(v) Acquisition of property, plant and equipment in excess of $300 million or 20% of issued

share capital: None.

(vi) Disposal of property, plant and equipment in excess of $300 million or 20% of issued share

capital: None.
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(vii) Sales to and purchases from related parties in excess of $100 million or 20% of issued share
capital was as follows:

. . Circumstances of and reasons for Resulting receivables
Detail of Transaction . . -
i deviation from regular trading conditions (payables)
Purchasing .
(selling) Counterparty Relation- % of net % of notes
ship Purchase Credit . . . and accounts
company Amount Purchases ) Unit price Period for credit | Balance .
(sale) (sales) line receivable | Remark
(payable)
The Company Emerging Subsidiary [Sale (1,046,894)| (44.05)%| 3 months |Sales prices offered |Collection terms 332,373 56.83%| Note
Display of the to Emerging Display |offered to Emerging
Technologies  [Company Technologies Co.,  |Display Technologies
Co., US.A. U.S.A. was not Co., U.S.A. was not
significantly different|significantly different
from those offered to from other customers.
other customers.
The Company Tremendous  [Subsidiary [Purchase 283,125 24.63%] 1-3 months [Tremendous Explore [The Company is the (113,117), 28.58%| Note
Explore Corp. [of the (processing Corp. is the only only entity the
Company  |cost) entity the subsidiary [subsidiary provides
provides processing [processing service to.
service to. There is
no comparable
transaction.
Emerging Display The Company [Subsidiary [Purchase 1,046,894 99.89%| 3 months [The Company is the [The Company is the (332,373)]  (100.00)%| Note
Technologies Co., U.S.A. of the major supplier for  [major supplier for
Company Emerging Display  |Emerging Display
Technologies Co.,  [Technologies Co.,
U.S.A. Thereisno [U.S.A.
comparable
transaction.
Tremendous Explore The Company [Subsidiary [Sale (283,125) | (100.00)%) 1~3 The Company is the |The Company is the 113,177, 100.00%| Note
Corp. of the (processing months  |only entity the only entity the
Company [revenue) subsidiary provides [subsidiary provides
processing service to. processing service to.
There is no
comparable
transaction.
Tremendous Explore Dong Guan Subsidiary |Purchase 273,343| 100.00% 1~3 Tremendous Explore |Tremendous Explore (79,378), (72.09)%| Note
Corp. Emerging of the (processing months  |Corp. is the only Corp. is the only entity
Display Company |cost) entity Dong Guan  |[Dong Guan Emerging
Limited Emerging Display  |Display Limited
Limited provides provides processing
processing service to. [service to.
There is no
comparable
transaction.
Dong Guan Emerging Tremendous  [Subsidiary |[Sale (273,343) | (100.00)%) 1~3 Tremendous Explore [Tremendous Explore 79,378 100.00%| Note
Display Limited Explore Corp. [of the (processing months  (Corp. is the only Corp. is the only entity
Company [revenue) entity Dong Guan Dong Guan Emerging
Emerging Display  |Display Limited
Limited provides provides processing
processing service to. [service to.
There is no
comparable
transaction.

Note: It was eliminated in the consolidation.

(viii) Receivables from related parties in excess of $100 million or 20% of issued share capital
were as follows:

Name of company Balance of Turnover Overdue Amount Allowance for
that has the Counterparty Relationship . collected in the doubtful Remark
B amount ratio [ Amount | Status .
receivables subsequent period | accounts
'The Company Emerging Display Subsidiary of  |Account Receivables of 3.84 - - 35,581 - Note
Technologies Co., U.S.A. [the Company [$332,373
Tremendous Explore [The Company Subsidiary of  |Account Receivables of 3.59 - - 23,907 - Note
Corp. the Company  ($113,177

Note: It was eliminated in the consolidation.

(ix) 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 (b).
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(x) Significant inter-company transactions:

. . Details of transaction
No. Name Counterparty Relationship . . % of total consolidated
(Note) Subjects Amount Term of trading
revenue or total asset
0 [The Company [Emerging Display 1 Sales revenue 1,046,894 [No significant collections term 42.00%
[Technologies Co., IAccounts receivable 332,373 (difference between other customers and 9.19%
U.S.A. Emerging Display Technologies Co.,
U.S.A.
0 [The Company [Tremendous 1 Processing cost 283,125 [No non-related-party transaction to 11.36%
Explore Corp. IAccounts payable 113,177 compare to. 3.13%
0 [The Company [Emerging Display 1 Selling expenses-Commission 1,574|No non-related-party transaction to 0.06%
[Technologies Co., Other payable 840 [compare to. 0.02%
U.S.A.
0 [The Company [EDT-Europe ApS 1 Selling expenses-Commission 38,429 |No non-related-party transaction to 1.54%
Other payable 3,337 compare to. 0.09%
0 [The Company [Emerging Display 1 Selling expenses -Commission 3,145|No non-related-party transaction to 0.13%
[Technologies compare to.
Korea Corp.
0 [The Company [EDT-Japan Corp. 1 Selling expenses —Commission 9,712 |No non-related-party transaction to 0.39%
(Other payable 773|compare to. 0.02%
1 [Tremendous IThe Company 3 Processing revenue 273,343 |No non-related-party transaction to 10.97%
Explore Corp. JAccounts receivable 79,378 compare to. 2.20%
1 [Tremendous Dong Guan 3 Purchase material 227,122|No non-related-party transaction to 9.11%
Explore Corp.  [Emerging Display compare to.
Limited

Note:

Relationship notes as follows:

1. Parent company to subsidiary
2. Subsidiary to parent company
3. Subsidiary to subsidiary

(b) Information on investees

Relevant information about investees for the nine months ended September 30, 2016 is as

follows: (excluding investments in Mainland China)

. Original cost of investment Balance as of September 30, 2016 Net Investment
Name of investors Name of investees Location Business - Income(loss) of| income(Loss) | Remark
Scope Carrying . )
X the investee | recognized
2016.9.30 2015.12.31 Shares Ratio value

IThe Company Emerging Display USA [Trading 121,656 121,656] 3,500,000 100.00%| 63,374 (2,782)| (3,112)[ Subsidiary

[Technologies Co., U.S.A. (Note 1) (Note 2)
IThe Company Emerging Display Samoa Investment 180,503 180,503 5,984,071  78.49% 92,502 4,581 3,756/ Subsidiary
International (Samoa) Corp. holding (Note 2&3)|
IThe Company EDT-Europe ApS Denmark [Trading 2,077] 2,077| 125,000, 100.00%| 4,064 2,542 2,542| Subsidiary
(Note 2&3)|
IThe Company [Tremendous Explore Corp. [BVI [Trading E 50,000 100.00% 1,310 5,875 5,875| Subsidiary
(Note 2&3)|
IThe Company Emerging Display Korea [Trading 1,677 1,677| 58,212,500 100.00% 1,120| 64 64| Subsidiary
[Technologies Korea (Note 2&3)|
IThe Company EDT-Japan Corp. Japan [Trading 17,401 17,401 5,000 100.00% 8,696 (955)| (955)[ Subsidiary
(Note 2&3)|
[The Company \Ying Dar Investment [Taiwan  [Investment 89,000 89,0000 8,900,000 100.00% 26,703 3,598 1,892 Subsidiary
Development Corp. (Note 2&3)|
IThe Company Bae Haw Investment [Taiwan Investment 89,000 89,000 8,900,0000 100.00%f 27,672 3,225 2,125|Subsidiary
Development Corp. (Note 2&3)|
[The Company 'Ying Cheng Investment [Taiwan  [Investment 84,000 84,0000 8,400,000 52.50% 83,613 43 22| Subsidiary
ICorp. (Note 2&3)|
IYing Dar Investment  [Emerging Display Samoa Investment 13,234 13,234 450,000 5.90%)| 6,953 4,581 -| Subsidiary
Development Corp. International (Samoa) Corp. holding (Note 2&3)|
Bae Haw Investment  [Emerging Display Samoa Investment 25,488 25,488 870,000 11.41%) 13,447 4,581 -| Subsidiary
Development Corp. International (Samoa) Corp. holding (Note 2&3)|

Note 1: It was deducted unrealized profit from sales $19,408.

Note 2: It was eliminated in the consolidation.
Note 3: The net income (loss) and carrying value of the Investee’s financial statements were not reviewed by CPA.
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(c) Information on investments in Mainland China:

(i) Related information regarding investments in Mainland China:

The related information regarding the Company’s investments in Mainland China is

summarized as follows:

Investment
method

Received
capital

Main Business
and product

Investee
company

amount invested

China as of Jan.

Accumulated
amount
invested

in Mainland
China as of
Sep. 30, 2016

Invested capital remitted
from or repatriated to
Taiwan

Accumulated
Net
Income of
Investee

in Mainland

Remittance [Repatriation

1, 2016

Company

Investment

The Book
value of
the
investment
as of Sep.

30, 2016

Accumulated
Investment
income
repatriated to
Taiwan as of

Investment
gain (loss)
recognized by the
Company

Direct or
indirect

ratio

Dong Guan
Emerging Display
Limited

Manufacturing
of LCDs

248,516
(US$7,625,300)

Investing through
la third country to
by establishing
Emerging Display
International(Sam
oa) Corp. to
reinvest China
company.

219,225
(US$6,746,936)
(Note 1)

219,224
(US$6,746,936)

5,087

Sep. 30, 2016
95.80% -
(Note 2)

5,034
Based on the
investee’s financial
istatements audited by
the same auditor as the
ICompany (Note 3)

104,035
(Note 4)

(if) Upper limit on investment in Mainland China:

Accumulated investment amount
remitted from Taiwan to Mainland
China as of September 30, 2016

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

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

(Note 8) (Note 8) Ministry of Economic Affairs
217,471 437,526

(US$6,934,668) (US$13,951,732) 1(@%%5?{
(Note 5) (Note 6)

Note 1: 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 includes 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 profit of $300 which was recognized by Ying Dar Investment

Development Corp. and a profit of $580 which was recognized by Bae Haw
Investment Development Corp.

Note 4:

The amount includes $6,407 which was invested by Ying Dar Investment

Development Corp. and $12,391 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’l 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:

$37,703 for Bae Haw Investment Development Corp.

Note 8:

exchange at September 30, 2016.

~40~

The amount includes $48,743 for Ying Dar Investment Development Corp. and

Transactions denominated in foreign currencies were recorded using the rate of
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(iii) Significant transactions:

The significant inter-company transactions with the subsidiary in Mainland China, which
were eliminated in the preparation of the consolidated financial statements, are disclosed in
“Information on significant transactions” for the nine months ended September 30, 2016.

14. Segment Information

Reportable segment information is as follows:

Revenue:

Sales to customers other than
consolidated entities

Sales among consolidated
entities
Total revenue

Segment Income

Revenue:

Sales to customers other than
consolidated entities

Sales among consolidated
entities

Total revenue

Segment Income

Revenue:

Sales to customers other than
consolidated entities

Sales among consolidated
entities

Total revenue

Segment Income

Three months ended September 30, 2016

Other Adjustments
North Mainland  Operating and
Domestic America China Department Eliminations Total
$ 426,448 355,503 - 113 - 782,064
321,703 477 84,768 15,942 (422.,890) -
$ 748,151 355,980 84,768 16,055 (422,890) 782,064
$ 50,785 (757) (852) 1,592 (3,588) 47,180
Three months ended September 30, 2015
Other Adjustments
North Mainland  Operating and
Domestic America China Department Eliminations Total
$ 471,142 416,670 - 189 - 888,001
363,363 599 133,663 15,278 (512,903) -
$ 834505 417,269 133,663 15,467 (512,903) 888,001
$ 114212 (935) (298) 317 11,296 124,592
Nine months ended September 30, 2016
Other Adjustments
North Mainland  Operating and
Domestic America China Department Eliminations Total
$ 1,328,180 1,164,266 - 374 - 2,492,820
1,048,380 1,574 283,124 51,286 _ (1,384,364) -
$ 2376560 _ 1,165,840 283,124 51,660 _ (1,384,364) 2,492,820
$ 151,110 (2,763) 5,875 1,680 3,102 159,004

~4]~
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Nine months ended September 30, 2015

Other Adjustments
North Mainland  Operating and
Domestic America China Department Eliminations Total
Revenue:
Sales to customers other than $ 1,375,241 1,316,168 - 618 - 2,692,027
consolidated entities
Sales among consolidated 1,198,704 1,751 359,752 46,809 _(1,607,016) -
entities
Total revenue $ 2573945 _ 1,317,919 359,752 47,427 _(1,607,016) 2,692,027
Segment Income $ 239,885 2,782 (1,626) 1,317 10,003 252,361
Other Adjustments
North Mainland  Operating and
Domestic America China Department Eliminations Total
Segment Assets
September 30, 2016 $ 3,564,118 426,501 222,644 21,760 (618,913) 3,616,110
December 31, 2015 $ 3,672,739 497,154 169,076 20,229 (598,265) 3,760,933
September 30, 2015 $ 3,512,669 460,151 220,085 18,406 (584,647) 3,626,664
Segment Liabilities
September 30, 2016 $ 1622875 344,595 112,737 7,879 (510,678) 1,577,408
December 31, 2015 $ 1,650,886 408,605 63,086 9,121 (486,834) 1,644,864
September 30, 2015 $ 1418555 371,566 116,839 7,930 (502,405) 1,412,485

The following is the explanation of material reconciliation item:

(@) For the three months and nine months ended September 30, 2016 and 2015, the operating
segments revenue eliminated from the consolidated entities were $422,890, $512,903,

$1,384,364 and $1,607,016, respectively.

(b) For the three months and nine months ended September 30, 2016 and 2015, the operating
segments profit and loss eliminated from the consolidated entities were loss $3,588, profit
$11,296, profit $3,102 and profit $10,003, respectively.

(c) As of September 30, 2016, December 31, 2015 and September 30, 2015, the operating segments
assets eliminated from the consolidated entities were $618,913, $598,265 and $584,647,

respectively.

(d) As of September 30, 2016, December 31, 2015 and September 30, 2015, the operating segments
liabilities eliminated from the consolidated entities were $510,678, $486,834 and $502,405,

respectively.
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