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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Coxon Precise Industrial Co., Ltd.

We have audited the accompanying consolidated balsineets of Coxon Precise Industrial Co., Ltd. and
subsidiaries (the “Company”) as of December 31228id 2011, and the related consolidated statements
of income, changes in shareholders’ equity, ant @awss for the years then ended. These conselitiat
financial statements are the responsibility of Gempany’s management. Our responsibility is to
express an opinion on these consolidated finasta#ééments based on our audits.

We conducted our audits in accordance with the RGleverning the Audit of Financial Statements by
Certified Public Accountants and auditing standayeiserally accepted in the Republic of China. E€hos
rules and standards require that we plan and pertbe audit to obtain reasonable assurance about
whether the consolidated financial statements exe bf material misstatement. An audit includes
examining, on a test basis, evidence supportingutheunts and disclosures in the consolidated fiahnc
statements. An audit also includes assessing dbeuating principles used and significant estimates
made by management, as well as evaluating the lbwenasolidated financial statement presentation.
We believe that our audits provide a reasonablis basour opinion.

In our opinion, the consolidated financial statetaereferred to above present fairly, in all materia
respects, the consolidated financial position ok@oPrecise Industrial Co., Ltd. and subsidiarie®f
December 31, 2012 and 2011, and the consolidasedtseof their operations and their cash flowsthar
years then ended, in conformity with the Guideli@Gsserning the Preparation of Financial Reports by
Securities Issuers and accounting principles gégerecepted in the Republic of China.

March 12, 2013

Notice to Readers

The accompanying consolidated financial statememés intended only to present the consolidated
financial position, results of operations and cdlbws in accordance with accounting principles and
practices generally accepted in the Republic ofn@héind not those of any other jurisdiction. The
standards, procedures and practices to audit sumisaclidated financial statements are those gengerall
accepted and applied in the Republic of China.

For the convenience of readers, the auditors’ répand the accompanying consolidated financial
statements have been translated into English fiwerotiginal Chinese version prepared and used & th
Republic of China. If there is any conflict betwalse English version and the original Chinese wers
or any difference in the interpretation of the twersions, the Chinese-language auditors’ report and
consolidated financial statements shall prevail.
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COXON PRECISE INDUSTRIAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

201z 2011
ASSETS Amount % Amount %
CURRENT ASSET.
Cash and cash equivalents (Notes 2, 4 and 23) $ 1,700,188 15 $ 1,809,415 17
Financial assets at fair value through profit @sle current (Notes 2,

5 and 23) - - 5,028 -
Available-for-sale financial assets - current (Iéo2e 6 and 23) 54,150 1 - -
Hedging derivative assets - current (Notes 2, 728)d - - 5,564 -
Notes receivable, net (Notes 2, 3, 8, 9 and 23) 13,257 - 3,991 -
Accounts receivable, net (Notes 2, 3, 9, 23 and 24) 2,644,272 24 2,313,462 22
Other receivables (Note 24) 41,497 - 38,230 -
Inventories (Notes 2 and 10) 714,202 6 759,745 7
Prepaid expens 75,76¢ 1 57,67« -
Deferred income tax assets - current (Notes 2 agd 2 60,032 1 59,595 1
Restricted assets - current (Note 25) 4,580 - 44,222 -
Other current assets 25,952 - 8,772 -

Total current assets 5,333,899 8 5,105,698 7
FUNDS AND INVESTMENTS (Notes 2, 11, 12 and
Financial assets carried at cost - noncurrent 56,345 - 76,075 1
Investments accounted for by the equity method 345,268 276,008 2
Total funds and investments 401,613 3 352,083 3
PROPERTY, PLANT AND EQUIPMENT (Notes 2, 13, 24, &5d 26)
Cost

Land 79,244 1 79,244 1

Buildings 1,808,522 16 1,872,908 17

Machinery and equipme 6,504,67: 58 5,951,73 13

Transportation equipment 60,671 1 63,475 1

Office equipment 134,700 1 122,324 1

Leasehold improvemer 716,72: 7 711,40t 7

Other equipmel 228,24 2 220,08t 2

Total cost 9,532,777 86 9,021,179 84
Less: Accumulated depreciation (4,496,281) (40) (4,141,109) (39)
Less: Accumulated impairme (46,43) 1) (46,43) -
Construction in progress and prepayments for egeiipym 201,271 2 171,695 2
Total property, plant and equipm 5,191,33 7 5,005,33 7
INTANGIBLE ASSETS (Notes 2, 18 and 25)
Computer software 14,495 - 15,101 -
Deferred pension cost 697 - - -
Land tenure 60,982 1 65,510 1
Other intangible assets 7,905 - 9,970 -
Total intangible assets 84,079 1 90,581 1
OTHER ASSETS (Notes 2, 9, 14 and
Refundable deposits 10,972 - 12,040 -
Deferred charges 87,044 1 69,230 1
Deferred income tax asse noncurrer 22,607 - 105,41: 1
Other asset- other: - - - -
Total other assets 120,623 1 186,682 2
TOTAL $11,131,550 100 $ 10,740,378 100

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

201z 2011
LIABILITIES AND SHAREHOLDERS' EQUITY Amount % Amount %
CURRENT LIABILITIES
Short-term loans (Notes 15, 23 and 25) $ 161,172 2 $ 521,693 5
Financial liabilities at fair value through priodir loss - current
(Notes 2, 5 and 23) 5,220 - - -
Notes payable (Note 23) 2,185 - 5,058 -
Accounts payable (Notes 23 and 24) 992,700 9 944,471 9
Income tax payable (Notes 2 and 20) 17,586 - 68,303 1
Accrued expenses (Note 24) 879,423 8 829,683 8
Payables on equipment 393,855 4 332,737 3
Other payables 8,049 - 18,394 -
Receipts in advance (Note : 18,59: - 46,80¢ -
Current portion of long-term loans payable (Nct6s23 and 25) 565,000 5 879,663
Other current liabilities 25,006 - 50,235 -
Total current liabilitie 3,068,78 28 3,697,04: 34
LONG-TERM LIABILITIES (Notes 2, 16, 17, 23 and 25)
Bonds payab 541,16¢ 5 - -
Long-term debt 1,287,648 12 598,686 6
Long-term payables 30,921 - 207,277 2
Total long-term liabilities 1,859,738 7 805,963 8
OTHER LIABILITIES (Notes 2, 18 and 20)
Accrued pension cost 7,838 - 5,875 -
Guarantee deposits received 6,473 - 4,100 -
Deferred income tax liabilities - noncurrent 153,785 1 197,967 2
Total other liabilities 168,096 1 207,942 2
Total liabilities __5,096.62. 46 __4,71094: _ 44
SHAREHOLDERS' EQUITY (Notes 2, 19 and 20)
Common stock 1,127,100 10 1,114,430 10
Capital surplu 2,328,06! 21 2,241,04 21
Retained earnings
Legal reserve 456,361 4 421,728 4
Special resen 173,55: 1 173,55: 2
Unappropriated earnings 1,522,600 14 1,538,386 14
Other equity
Cumulative translation adjustments (71,978) 1) 154,485 1
Unrealized gain (loss) on financial instruments 44,550 1 (641) -
Total parent company shareholders' equity 5,580,255 50 5,642,987 52
MINORITY INTEREST 454,674 4 386,443 4
Total shareholders' equ 6,034,92! 54 6,029,431 56
TOTAL $ 11,131,550 100 $ 10,740,378 100



COXON PRECISE INDUSTRIAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2012 2011
Amount % Amount %
OPERATING REVENUES
Sales (Notes 2 and 24) $ 8,753,900 103 $ 8,261,429 103
Less: Sales returns (171,530) (2 (156,770) (2
Less: Sales allowances (47,577) (1) (65,654) 1)
Net operating revenues 8,534,793 100 8,039,005 100

COST OF GOODS SOLD (Notes 2, 10, 21 and 24) (7,466,124) (87) (6,866,370) (85)

GROSS PROFIT 1,068,669 13 1,172,635 15
OPERATING EXPENSES (Notes 21 and 24)
Selling expenses (187,022) (2) (188,583) (2)
General and administrative expenses (428,422) (5) (440,518) (6)
Research and development expenses (69,362) (1) (61,131) (1)
Total operating expenses (684,806) (8) (690,232) 9
OPERATING INCOME 383,863 5 482,403 6
NONOPERATING INCOME AND GAINS
Interest income 4,869 - 13,872 -
Investment income recognized under equity method
(Notes 2 and 12) 26,379 - 17,321 -
Dividend income 1,950 - - -
Gain on disposal of property, plant and equipment
(Note 2) 3,657 - 17,169 -
Exchange gain, net (Note 2) 44,374 1 - -
Rental income 27,690 - 6,735 -
Gains on bad debt recoveries (Notes 2 and 9) - - 34,631 -
Reversal of impairment loss (Notes 2 and 14) 396 - 80 -
Valuation gain on financial assets, net (Notes 2, 5
and 23) 2,417 - 11,479 -
Miscellaneous income (Note 24) 54,009 1 36,189 1
Total nonoperating income and gains 165,741 2 137,476 1
NONOPERATING EXPENSES AND LOSSES
Interest expense (Notes 15 and 16) (44,421) Q) (29,560) -
Loss on disposal of property, plant and equipment

(Note 2) (5,478) - (3,227) -
Exchange loss, net (Note 2) - - (83,292) Q)
(Continued)



COXON PRECISE INDUSTRIAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011

(In Thousands of New Taiwan Dollars, Except Earning Per Share)

Valuation loss on financial assets, net (Notes 2
and 11)
Miscellaneous expenses

Total nonoperating expenses and losses

INCOME BEFORE INCOME TAX FROM
CONTINUING OPERATIONS

INCOME TAX EXPENSE (Notes 2 and 20)
CONSOLIDATED NET INCOME

ATTRIBUTABLE TO
Shareholders of the parent company
Minority interest

EARNINGS PER SHARE ATTRIBUTABLE TO
SHAREHOLDERS OF THE PARENT COMPANY
(Note 22)

Basic earnings per share
Diluted earnings per share (Note 22)

The accompanying notes are an integral part ofdinsolidated financial statements.

2012 2011
Amount % Amount %
$ (9,977) - $ - R

(7,599) - (59,371) 1)

(67,475) (1) (175,450) (2)
482,129 6 444 429 5
(153,682) (2) (112,515) 1)
$ 328,447 4 $ 331914 _ 4
$ 354,043 4 $ 346,327 4

(25.596) - (14,413) -
$ 328,447 4 $ 331,914 _ 4

2012 2011
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
$ 3.82 $ 3.16 $ 3.65 $ 3.02
$ 377 $ 312 $ 3.59 $ 297

(Concluded)



COXON PRECISE INDUSTRIAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

BALANCE, JANUARY 1, 2011
Appropriations of 2010 earnings
Legal reserve
Special reserve
Cash dividends
Issuance of stock for exercised employee stocloogti

Consolidated net income in 2011

Change in unrealized gain (loss) on cash flow heglfihancial
instruments

Change in translation adjustments
Retirement of treasury stock
BALANCE, DECEMBER 31, 2011
Appropriations of 2011 earnings
Legal reserve
Cash dividends
Equity component of convertible bonds - stock aptio
Issuance of stock for exercised employee stocloosti
Consolidated net income in 2012

Change in unrealized gain (loss) on available-fde-§inancial assets

Change in unrealized gain (loss) on cash flow heglfihancial
instruments

Change in translation adjustments
Change in minority interest

BALANCE, DECEMBER 31, 2012

Unrealized
Retained Earnings Cumulative Gain (Loss) on
Unappropriated  Translation Financial Minority
Common Stock Capital Surplus Legal Reserve Special Reserve Earnings Adjustments Instruments Interest Total

$ 1,153,760 $ 2,359,772 $ 388,138 $ - $ 1,860,770 $ (173,553) % 1,818 $ 369,675 $ 5,960,380

- - 33,590 - (33,590) - - - -

- - - 173,553 (173,553) - - - -
- - - - (461,568) - - - (461,568)

670 2,003 - - - - - - 2,673

- - - - 346,327 - - (14,413) 331,914

- - - - - - (2,459) - (2,459)

- - - - - 328,038 - 31,181 359,219
(40,000) (120,729) - - - - - - (160,729)
1,114,430 2,241,046 421,728 173,553 1,538,386 154,485 (641) 386,443 6,029,430

- - 34,633 - (34,633) - - - -
- - - - (335,196) - - - (335,196)

- 49,140 - - - - - - 49,140

12,670 37,883 - - - - - - 50,553

B - - - 354,043 - - (25,596) 328,447

- - - - - - 44,550 - 44,550

- - - - - - 641 - 641
- - - - - (226,463) - (16,865) (243,328)

- - - - - - - 110,692 110,692

$ 1,127,100 $ 2,328,069 $ 456,361 $ 173,553 $ 1,522,600 $ (71978) $ 44,550 $ 454674 $ 6,034,929

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




COXON PRECISE INDUSTRIAL CO., LTD

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

. AND SUBSIDIARIES

CASH FLOWS FROM OPERATING ACTIVITIES

Consolidated net income
Unrealized foreign exchange (gain) loss
Depreciation
Amortization
Provision for (recovery of) doubtful accounts
Recovery of loss on inventories
Investment income recognized under equity metho
Reversal of impairment loss on idle assets
Gain on disposal of property, plant and equipmee,
Amortization of discount on bonds payable
Valuation gain on financial assets
Impairment loss on financial liabilities
Deferred income tax
Accrued pension cost
Changes in operating assets and liabilities

Financial assets held for trading

Notes receivable

Accounts receivable

Other receivables

Inventories

Prepaid expenses

Other current assets

Notes payable

Accounts payable

Income tax payable

Accrued expenses

Other payables

Unearned sales revenue

Other current liabilities

o

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of financial assets carried at cost
Increase in restricted assets
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and eqgaig
Increase in intangible assets
Decrease in refundable deposits
Increase in deferred charges
Decrease in other assets

Net cash used in investing activities

2012

$ 328,447
13,932
740,253
264,428
11,998
6,509
(26,379)
(396)
1,821
1,789
(2,417)
9,977
84,571
1,266

6,185
(9,360)
(356,485)
(3,267)
18,795
(18,095)
(17,180)
(2,873)
54,947
(50,717)
49,740
(10,345)
(28,215)
(25,229)

1,043,700

39,642
(1,229,980)

5,052
(7,336)

1,068
(250,137)

(1,441,691)

2011

$ 331,914
(26,685)
693,262
249,630
(34,632)

(7,065)
(17,321)
(80)
(13,942)

(11,47-9)

(10,977)
1,898

8,805
668
(262,578)
22,820
(35,606)
48,567
(82)
(1,921)
69,844
13,569
269,016
(29,883)
(12,160)
12,602

1,258,184

(56,345)
(38,922)
(846,953)
198,306
(9,015)
19,537
(235,760)
10,140

(959,012)
(Continued)



COXON PRECISE INDUSTRIAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in short-term loans
Increase in long-term debt
Increase in guarantee deposits received
Issuance of convertible bonds
Proceeds from exercise of employee stock options
Cash dividends
Change in minority interest
Cash paid for acquisition of treasury stock

Net cash (used in) provided by financing activities
EFFECTS OF EXCHANGE RATE CHANGES
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest paid
Income tax paid

NET CASH USED IN ACQUISITION OF PROPERTY, PLANT AND
EQUIPMENT
Acquisition of property, plant and equipment
Add: Payable at the beginning of the year
Less: Payable at the end of the year
Net cash used in acquisition of property, plant agdipment

NONCASH FINANCING ACTIVITIES
Current portion of long-term bank loans
Conversion of financial assets carried at cosv#ilable-for-sale
financial assets

2012

$ (360,521)
374,299
2,373
595,000
50,553
(335,196)
93,827

420,335
(131,571)
(109,227)

1,809,415
$ 1,700,188

$ 41,816
$ 122,794

$ 1,114,742
540,014

(424,776)
$ 1,229,980

$ 565,000
$ 9,600

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

2011

$ (285,032)
367,157
1,242
2,673

(461,568)
31,181

(160,729)
(505,076)

122,581
(83,323)
1,892,738

$ 1,809,415

$ 28,992
$ 98,112

$ 1,132,043
254,924

(540,014)
$ 846,953

$ 879,663
$ -

(Concluded)



COXON PRECISE INDUSTRIAL CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. ORGANIZATION AND OPERATIONS

Coxon Precise Industrial Co., Ltd. (hereinafteersfd to as “the parent company”) was incorporated
June 1989, under the Company Law of the RepubliChoha to engage in the designing, manufacturing,
packaging, and selling of all kinds of molds, meiiadl plastic components.

The shares of Coxon Precise Industrial Co., LtdeHaeen listed on the Taiwan Stock Exchange (“TSE”)
since October 2009.

The number of employees of the parent company abdidiaries (collectively, the “Company”) as of
December 31, 2012 and 2011 was 10,083 and 10 égjéectively.

2. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have begmaped in conformity with the Guidelines Governihg t
Preparation of Financial Reports by Securitiesdss@nd accounting principles generally acceptetien
Republic of China (“ROC").

For readers’ convenience, the accompanying finaisteiements have been translated into English from
the original Chinese version prepared and usederROC. If inconsistencies arise between the Emgli
version and the Chinese version or if differenagésedn the interpretations between the two versiohe
Chinese version of the financial statements shiallgal.

Significant accounting policies are summarizedadiews:

Principles of Consolidation

The accompanying consolidated financial statemamisided the accounts of all directly and indirgctl
majority owned subsidiaries of Coxon Precise IndailsCo., Ltd., and the accounts of investees iictvh
the parent company’s ownership percentage is lems 50% but over which the parent company has a
controlling interest.  All significant intercompanialances and transactions are eliminated upon
consolidation.

The consolidated entities were as follows:

Percentage of

Ownership
Investor Investee Business Nature (%)
Coxon Precise Industrial Co., Teckyork Enterprise Co., Ltd. Global investing activities 100
Ltd. (Samoa)

Sun Can International Ltd. (Samoa) Global investing activities 100

Coxon Industry Ltd. (Samoa) Global investing activities 100

Cheng Da Industry Ltd. (Samoa) Global investing activities 100

Cheng Yee Enterprise Ltd. (Samoa) Global investing activities 80

Soartek Optoelectronics Technology Manufacturing of optical instrument 100

Co., Ltd. and electronic components
PT. Coxon Industrial Manufacturing and sale of nonmetal 100
molding and automobile parts
(Continued)



Percentage of

Ownership
Investor Investee Business Nature (%)
Teckyork Enterprise Co., Ltd. Shanghai Teckyork Enterprise Co., Manufacturing and sale of nonmetal 100
(Samoa) Ltd. molding, precision plastic injection
parts and optical lens
Shanghai Sonor Enterprise Co., Ltd. Manufacturing and sale of nonmetal 100

molding, precision plastic injection
parts, related semi-finished goods
and components
Vastech Industrial Co., Ltd. (Samoa) Global investing activities 100
Changshu Huaxon Industry Co., Ltd. Manufacturing, assembling and sale of 100
optical disc drive, digital camera
parts, electric parts and nonmetal

molding
Changshu Houkennixx Plastic Manufacturing, assembling and sale of 20
Product Co., Ltd. plastic products
Sun Can International Ltd. Sinxon Plastic (DongGuan) Ltd. Manufacturing and sale of nonmetal 100
(Samoa) molding and automobile parts
Vastech Industrial Co., Ltd.  Vastech Plastic (Shanghai) IndustrialManufacturing and sale of nonmetal 100
(Samoa) Co., Ltd. molding, precision plastic injection

parts and optical lens

Cheng Yee Enterprise Ltd. Hang Yuan Enterprise Ltd. (Samoa) Global investing activities 100
(Samoa)
Coxon Precise International Ltd. Global investing activities 100
(BVI)
Coxon Medical Limited (Samoa) Global investing activities 80
Hang Yuan Enterprise Ltd. ~ Coxon Industry (Changshu) Co., Ltd. Manufacturing and sale of nonmetal 100
(Samoa) molding, precision plastic injection

parts, related semi-finished goods
and components

Coxon Precise International Toyo Precision Appliance (Changst Manufacturing and processing of sheet 30

Ltd. (BVI) Co., Ltd. metal-press work parts

Coxon Medical Limited Shanghai Coxon Medical Limited Manufacturing of medical materials 100
(Samoa)

Changshu Huaxon Industry ~ Shandong GoerXon Precision Manufacturing and sale of precision 51
Co., Ltd. Industry Co., Ltd. plastic injection parts

Soartek Optoelectronics Hsiangtek Optical Technology Co., Global investing activities 100
Technology Co., Ltd. Ltd. (Samoa)

Hsiangtek Optical Technology Dong Guan Soartek Optical Manufacturing and sale of optical 100
Co., Ltd. (Samoa) Technology Co., Ltd. instrument, electronic products and

plastic products

Dong Guan Soartek Optical GoerXon Optical Technology Co., Manufacturing and sale of optical lens 40
Technology Co., Ltd. Ltd.

(Concluded)
Foreign Currencies
Non-derivative foreign-currency transactions areorded in local currency at the rates of exchamge i
effect when the transactions occur. Exchange reifftees arising from settlement of foreign-currency

assets and liabilities are recognized in profiioss.

At the balance sheet date, foreign-currency moyedasets and liabilities are revalued using prangil
exchange rates and the exchange differences argnieed in profit or loss.

-9-



At the balance sheet date, foreign-currency nontaopeassets and liabilities that are measured iat fa
value are revalued using prevailing exchange rati¢s,the exchange differences treated as follows:

a. Recognized in shareholders’ equity if the charigdair value are recognized in shareholdersitggu
b. Recognized in profit and loss if the change®invalue are recognized in profit or loss.

Foreign-currency nonmonetary assets and liabilities are carried at cost continue to be statesatange
rates at trade dates.

If the functional currency of an equity-method istee is a foreign currency, translation adjustmaeriils
result from the translation of the investee’s ficiahstatements into the reporting currency ofGloenpany.
Such adjustments are accumulated and reportedegzmsate component of shareholders’ equity.

Accounting Estimates

Under above guidelines, law and principles, cergstimates and assumptions have been used for the
allowance for doubtful accounts, allowance for lossinventories, depreciation of property, pland an
equipment, income tax, pension cost, loss on peridigations, loss on long-term contracts, allowaror
product warranties, bonuses to employees, direetatissupervisors, etc. Actual results may diffent
these estimates.

Current and Noncurrent Assets and Liabilities

Current assets include cash and cash equivalerighase assets held primarily for trading purpases

be realized, sold or consumed within one year ftbm balance sheet date. All other assets such as
property, plant and equipment and intangible asaedsclassified as noncurrent. Current liabiliters
obligations incurred for trading purposes or tcsbtled within one year from the balance sheet dagdl

other liabilities are classified as noncurrent.

Cash Equivalents

Cash equivalents, consisting of commercial papemnkbacceptances and repurchase agreements
collateralized by bonds, are highly liquid finargrestruments with maturities of three months @slevhen
acquired and with carrying amounts that approxintaee fair values.

Financial Assets and Liabilities at Fair Value thraugh Profit or Loss

Financial instruments classified as financial assetfinancial liabilities at fair value throughafit or loss
("FVTPL”) include financial assets or financial llidities held for trading and those designated Bs a
FVTPL on initial recognition. The Company recogrsza financial asset or a financial liability oa it
balance sheet when the Company becomes a patig tmhtractual provisions of the financial instrumtne

A financial asset is derecognized when the Compgeaasgy lost control of its contractual rights over the
financial asset. A financial liability is derecoged when the obligation specified in the releveortract

is discharged, cancelled or expired.

Financial instruments at FVTPL are initially measliat fair value plus transaction costs that arectdy
attributable to the acquisition. At each balarfoeet date subsequent to initial recognition, fimaressets

or financial liabilities at FVTPL are remeasuredait value, with changes in fair value recogniziectly

in profit or loss in the year in which they ariseéOn derecognition of a financial asset or a finahci
liability, the difference between its carrying amowand the sum of the consideration received and
receivable or consideration paid and payable isgeized in profit or loss.

-10 -



A derivative that does not meet the criteria foddes accounting is classified as a financial assed o
financial liability held for trading. |If the faivalue of the derivative is positive, the derivatiige
recognized as a financial asset; otherwise, theatare is recognized as a financial liability.

Available-for-sale Financial Assets

Available-for-sale financial assets are initiallgasured at fair value plus transaction costs tteatliaectly
attributable to the acquisition. At each balandeees date subsequent to initial recognition,
available-for-sale financial assets are remeasatddir value, with changes in fair value recogdiie
equity until the financial assets are disposedabfwhich time, the cumulative gain or loss previpus
recognized in equity is included in profit or loks the year. All regular way purchases or sales o
financial assets are recognized and derecognizedii@ae date basis.

The recognition, derecognition and the fair valasds of available-for-sale financial assets ardasiro
those of financial assets at FVTPL.

Cash dividends are recognized on the ex-dividengt, dexcept for dividends distributed from the

pre-acquisition profit, which are treated as a o#ida of investment cost. Stock dividends are not
recognized as investment income but are recordednaimcrease in the number of shares. The total
number of shares subsequent to the increase idarsegtalculation of cost per share.

An impairment loss is recognized when there is ahje evidence that the financial asset is impaired
Any subsequent decrease in impairment loss forcaitye instrument classified as available-for-sade i
recognized directly in equity.

Hedge Accounting

Hedge accounting recognizes the offsetting effeatgprofit or loss of changes in the fair valuestto#
hedging instrument and the hedged item as follows:

a. Fair value hedge

The gain or loss from remeasuring the hedging unstnt at fair value and the gain or loss on the
hedged item attributable to the hedged risk aregmized in profit or loss.

b. Cash flow hedge

The portion of the gain or loss on the hedgingrumsent that is determined to be an effective heslge
recognized in shareholders’ equity. The amounbgrized in shareholders’ equity is recognized in
profit or loss in the same year or years duringcwhhe hedged forecast transaction or an asset or
liability arising from the hedged forecast trangattffects profit or loss. However, if all or arion

of a loss recognized in shareholders’ equity isexgected to be recovered in the future, the amount
that is not expected to be recovered is reclagsifi® profit or loss.

Financial Assets Carried at Cost

Investments in equity instruments with no quotddgs in an active market and with fair values ttainot
be reliably measured, such as non-publicly tradecks and stocks traded in the Emerging Stock Marke
are measured at their original cost. The accogrttigatment for dividends on financial assets edreit
cost is the same with that for dividends on avéldbr-sale financial assets. An impairment loss i
recognized when there is objective evidence thab#set is impaired. A reversal of this impairmess

is disallowed.
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Cash dividends are recognized on the ex-dividengt, dexcept for dividends distributed from the

pre-acquisition profit, which are treated as a otidn of investment cost. Stock dividends are not
recognized as investment income but are recordednaimcrease in the number of shares. The total
number of shares subsequent to the increase idarsestalculation of cost per share.

Impairment of Accounts Receivable

An allowance for doubtful accounts is provided be basis of a review of the collectibility of acota
receivable. The Company assesses the probabildgliections of accounts receivable by examining t
aging analysis of the outstanding receivables asgkssing the value of the collateral provided by
customers.

As discussed in Note 3 to the financial statemeanmtslanuary 1, 2011, the Company adopted the tinirel-
revised Statement of Financial Accounting Standa(@AS) No. 34, “Financial Instruments:
Recognition and Measurement.” One of the mainsiens is that impairment of receivables origindigd

the Company should be covered by SFAS No. 34. &usoreceivable are assessed for impairment at the
end of each reporting period and considered taripaired when there is objective evidence that, resalt

of one or more events that occurred after thealnrecognition of the accounts receivable, thenestd
future cash flows of the asset have been affect@bjective evidence of impairment could include:

e Significant financial difficulty of the debtor;
Accounts receivable becoming overdue; or
® |tis becoming probable that the debtor will ertankruptcy or financial re-organization.

Accounts receivable that are assessed as not mapaidividually are further assessed for impairneng
collective basis. Obijective evidence of impairmianta portfolio of accounts receivable could irdduthe
Company’s past experience in the collection of payts, an increase in the number of delayed payments
as well as observable changes in national or lecahomic conditions that correlate with defaults on
receivables.

The amount of impairment loss recognized is théedihce between the asset carrying amount and the
present value of estimated future cash flows, aftking into account the related collateral andrgntees,
discounted at the receivable’s original effectimerest rate.

The carrying amount of the accounts receivableetuced through the use of an allowance account.
When accounts receivable are considered uncollectiey are written off against the allowance aoto
Recoveries of amounts previously written off aredited to the allowance account. Changes in the
carrying amount of the allowance account are reieegnas bad debt in profit or loss.

Impairment of Assets

If the recoverable amount of an asset (mainly pigp@lant and equipment, idle assets, financiakts
carried at cost and investments accounted for &yetiuity method) is estimated to be less tharaity/ing
amount, the carrying amount of the asset is redtieats recoverable amount. An impairment loss is
charged to earnings unless the asset is carriad@talued amount, in which case the impairmert i®s
first treated as a deduction to the unrealizedlvaimn increment and any remaining loss is charged
earnings.

Inventories

Inventories consist of raw materials, supplies,kaiarprocess, semi-finished goods and finished gaatt
are stated at the lower of cost or net realizalblleles  Inventory write-downs are made item by item,
except where it may be appropriate to group sinaitarelated items. Net realizable value is thérested
selling price of inventories less all estimatedtsasf completion and costs necessary to make tlee sa
Inventories are recorded at standard cost andtadjos approximate weighted-average cost on trenbal
sheet date.
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Investments Accounted for by the Equity Method

Investments in which the Company holds 20 percemhare of the investees’ voting shares or exercises
significant influence over the investees’ operatamgl financial policy decisions are accounted fpithe
equity method.

The cost of investment is allocated to the assetsliabilities of the investee on the basis of tHair
values at the date of acquisition, and the investroest in excess of the fair value of the idealife net
assets of the investee is recognized as goodwBbodwill is not amortized. The fair value of thetn
identifiable assets of the investee in excess®friliestment cost is used to reduce the fair veleach of

the noncurrent assets of the investee (excepirfandial assets other than investments accountda/fthe
equity method, noncurrent assets held for salegercif income tax assets, prepaid pension or other
postretirement benefit) in proportion to the respecfair values of the noncurrent assets, with eargess
recognized as an extraordinary gain.

Property, Plant and Equipment

Property, plant and equipment are stated at cestdecumulated depreciation and accumulated impatrm
losses. Borrowing costs directly attributable be tacquisition or construction of property, planda
equipment are capitalized as part of the cost obdhassets. Major additions and improvements to
property, plant and equipment are capitalized, avlibsts of repairs and maintenance are expensed
currently.

Depreciation is provided on a straight-line basisreestimated useful lives as follows: buildingste 50
years; machinery and equipment - 1 to 9 yearssprantation equipment - 4 to 5 years; office equipme
to 8 years; leasehold improvements - 2 to 20 years;other equipment - 3 to 20 years.

Property, plant and equipment still in use beyohdirt original estimated useful lives are further
depreciated over their new estimated useful lives.

The related cost, accumulated depreciation andnagi@tied impairment losses of an item of properanip
and equipment are derecognized from the balanat spen its disposal. Any gain or loss on disposal
the asset is included in nonoperating gains oelmasthe year of disposal.

Idle Assets

Idle assets are classified as other assets abwlex bf net fair value or carrying amount, with thierence
charged to non-operating expenses and losses. ofipmal cost and accumulated depreciation are
removed from the accounts.

Intangible Assets

Intangible assets acquired are initially recordedost and are amortized on a straight-line bags their
estimated useful lives. Computer software and l@madire are amortized on a straight-line basis éver
and 30 years, respectively.

Pension Cost

Pension cost under a defined benefit plan is déteiby actuarial valuations. Contributions maddar

a defined contribution plan are recognized as pensbst during the year in which employees render
services.
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Income Tax

The Company applies the intra-year and inter-y#acations methods to its income tax, whereby defer
income tax assets and liabilities are recognizedife tax effects of temporary differences, unusd
carryforward and unused tax credits. Valuatioovadince is provided to the extent, if any, thasitriore
likely than not that deferred income tax asset$ mot be realized. A deferred tax asset or ligbils
classified as current or noncurrent in accordanih the classification of its related asset or iligb
However, if a deferred income tax asset or liapitibes not relate to an asset or liability in thmarfcial
statements, then it is classified as either cumembbncurrent based on the expected length of biefiere it
is realized or settled.

Adjustments of prior years’ tax liabilities are &dicto or deducted from the current year’s tax [@iowi.

According to the Income Tax Law, an additional &x10% of unappropriated earnings is provided &r a
income tax in the year the shareholders approvetémn the earnings.

Stock-based Compensation

Employee stock options granted on or after Jandarg008 are accounted for under SFAS No. 39,
“Accounting for Share-based Payment.” Under thaestent, the value of the stock options granted,
which is equal to the best available estimate efrthmber of stock options expected to vest mudtiphy

the grant-date fair value, is expensed on a stirdiigh basis over the vesting period, with a cquoasling
adjustment to capital surplus - employee stockomgti The estimate is revised if subsequent infooma
indicates that the number of stock options expeideest differs from previous estimates.

Employee stock options granted between Januar§ and December 31, 2007 were accounted for under
the interpretations issued by the Accounting Reteand Development Foundation (“ARDF”). The
Company adopted the intrinsic value method, undbichv compensation cost was recognized on a
straight-line basis over the vesting period.

Treasury Stock
Treasury stock is stated at cost and shown asuwctied in shareholders’ equity.
Revenue Recognition

Revenue from sales of goods is recognized wheCtmpany has transferred to the buyer the significan
risks and rewards of ownership of the goods, piilsnaipon shipment, because the earnings process has
been completed and the economic benefits associgitbdthe transaction have been realized or are
realizable. The Company does not recognize saesnue on materials delivered to subcontractors
because this delivery does not involve a trandfeisks and rewards of materials ownership.

Revenue is measured at the fair value of the ceralidn received or receivable and represents atmoun
agreed between the Company and the customers @msgenld in the normal course of business, net of
sales discounts and volume rebates. For tradevedtes due within one year from the balance stat,

as the nominal value of the consideration to beived approximates its fair value and transactimms
frequent, fair value of the consideration is notedmined by discounting all future receipts using a
imputed rate of interest.

Reclassifications
Certain accounts in the financial statements aandf for the year ended December 31, 2011 have been

reclassified to conform to the presentation of fimancial statements as of and for the year ended
December 31, 2012.
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3. EFFECTS OF CHANGES IN ACCOUNTING PRINCIPLES
Financial Instruments

On January 1, 2011, the Company adopted the newlged Statement of Financial Accounting Standards
(SFAS) No. 34, “Financial Instruments: Recognitaord Measurement.” The main revisions include (1)
finance lease receivables are now covered by SFAS3H; (2) the scope of the applicability of SFAS
No. 34 to insurance contracts is amended; (3) l@musreceivables originated by the Company are now
covered by SFAS No. 34; (4) additional guidelinesimpairment testing of financial assets carried at
amortized cost when a debtor has financial diffiesland the terms of obligations have been matjidad

(5) accounting treatment by a debtor for modifi@asi in the terms of obligations. This accountihgrige

had no effect on net income for the year ended Dbee 31, 2012.

Operating Segments

On January 1, 2011, the Company adopted the nestied SFAS No. 41, “Operating Segments.” The
statement requires that segment information bdasisd based on the information about the comporaénts
the Company that management uses to make opeo®gigions. SFAS No. 41 requires identification of
operating segments on the basis of internal repbes are regularly reviewed by the Company's chief
operating decision maker in order to allocate resEsIto the segments and assess their performambés
statement supersedes SFAS No. 20, “Segment Regpdrtin

4. CASH AND CASH EQUIVALENTS

December 31

2012 2011
Cash on hand $ 2,846 $ 2,299
Checking accounts and demand deposits 1,633,260 1,665,488
Time deposits 64,082 132,193
Cash equivalents
Bank acceptances - 9,435

$ 1,700,188 $ 1,809,415

5. FINANCIAL INSTRUMENTS AT FVTPL
Financial instruments classified as held for trgdirere as follows:

December 31

2012 2011
Financial assets held for trading
Forward exchange contracts $ - $ 5,028
Financial liabilities held for trading
Convertible bonds $ 5,220 $ -

The Company entered into derivative contracts dutire years ended December 31, 2012 and 2011 to
manage exposures due to exchange rate changes. firEmeial risk management objective of the
Company is to minimize risks due to changes invfalue or cash flows.
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Outstanding forward exchange contracts as of Deee®ib 2012 and 2011 were as follows:

Contract
Amount
Currency Maturity Date (In Thousands)
December 31, 2012: None
December 31, 2011
Buy RMB/US$ January 2012 to June 201RMB85,674/US$13,400
JPY/US$ January 2012 to April 2012JPY240,000/US$3,073

Net gain on financial assets held for trading foe years ended December 31, 2012 and 2011 was7$1,15
thousand and $11,479 thousand, respectively. &latan convertible bonds for the year ended Decembe
31, 2012 was $1,260 thousand. Therefore, the t&bain on financial instruments at FVTPL for the
years ended December 31, 2012 and 2011 was $Ahda3and and $11,479 thousand.

. AVAILABLE-FOR-SALE FINANCIAL ASSETS

Financial instruments classified as available-fmedinancial assets were as follows:

December 31

2012 2011
Domestic quoted stocks 54,15( $ -

Calin Technology Co., Ltd. went public in Novemt®012; therefore, it was reclassified from financial
assets carried at cost to available-for-sale firassets for $9,600 thousand (Note 11).

. HEDGING DERIVATIVE ASSETS - CURRENT

The future cash flows of the foreign currency delth floating interest rate will be influenced blanges

in interest rate and exchange rate. The Compaggessment showed that the cash flow interestisite
will be high; therefore, the Company entered intoss currency swap contract to minimize risks. The
contract was as follows:

Hedge Tools Period of Profit and Loss
Financial Cash Flow Recognition
Hedge Items Instruments Fair value Generation Period
Foreign currency loan with  Cross-currency $ 5,564 2011.9.6- 2011.9.6-
floating interest rate swap 2012.9.6 2012.9.6

The terms of the transaction are as follows:
a. Nominal capital: US$5,000 thousand.

b. The Company will pay fixed interest at the r8t65% and receive interest at the floating rate of
three-month U.S. dollar LIBOR plus 0.60% during toatract period.

c. The Company bought US$5,000 thousand at NT$2%@8 one U.S. dollar for paying off the foreign
currency loan at the expiration date of Septemb2062.
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8. NOTES RECEIVABLE

Notes receivable
Less: Allowance for doubtful accounts

9. ACCOUNTS RECEIVABLE

December 31

2012

$ 13,391
(134)

$ 13,257

2011

$ 4,031
(40

$ 3991

December 31

2012 2011
Accounts receivable - nonrelated parties $ 2,635,687 $ 2,334,063
Accounts receivable - related parties 27,901 -
Less: Allowance for doubtful accounts (19,316) (20,601)
$ 2,644,272 $ 2,313,462
Movements of the allowance for doubtful accountsenas follows:
Year Ended December 31
2012 2011
Notes Accounts Overdue Notes Accounts Overdue
Receivable Receivable Receivable Receivable Receivable Receivable
Balance, beginning of year $ 40 $ 20,601 $ 19,106 $ - $ 58,751 $ 16,024
Deduct: Amounts written off a7) (2,310) -
Add: Provision for doubtful
accounts 94 12,663 40 2,822
Less: Reversal of provision for
doubtful accounts (759) (37,494)
Add (deduct): Effect of exchange
rate changes (509) (165) 1,654 260
Balance, end of year $ 134 $ 19,316 $ 31,604 $ 40 $ 20,601 $ 19,106
Overdue receivables were classified under othatsss
10. INVENTORIES
December 31
2012 2011
Raw materials $ 138,419 $ 161,418
Supplies and spare parts 50,787 33,125
Work in process 212,024 258,774
Semi-finished goods 78,925 72,464
Finished goods 234,047 233,964
$ 714,202 $ 759,745

As of December 31, 2012 and 2011, the allowanceénfentory devaluation was $262,474 thousand and

$259,627 thousand, respectively.
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11.

12.

13.

The cost of inventories recognized as cost of gaodts for the years ended December 31, 2012 andl 201
was $7,466,124 thousand and $6,866,370 thousasfdeatvely, which included $6,509 thousand of
write-downs of inventories and $7,065 thousand aingon reversal of write-downs of inventories,
respectively.

FINANCIAL ASSETS CARRIED AT COST

December 31

2012 2011
Unquoted common stocks $ 56,345 $ 76,075

The above equity investments, which had no quotezep in an active market and of which fair values
could not be reliably measured, were carried at cos

INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD

December 31

2012 2011
Carrying % of Carrying % of
Amount Ownership Amount Ownership
Unlisted companies
Toyo Precision Appliance (Kunshan)
Co., Ltd. $ 283,490 30 $ 276,008 30
Changshu Houkennixx Plastic Prod
Co., Ltd. 17,424 20 - -
GoerXon Optical Technology Co.,
Ltd. 44,354 40 - -
$ 345,268 $ 276,008

The investment income of $26,379 thousand and 31 &f®usand for the years ended December 31, 2012
and 2011 was based on the investees’ financiamtits audited by auditors for the same year.

PROPERTY, PLANT AND EQUIPMENT

December 31, 2012

Accumulated December 31,
Accumulated Impairment 2011
Cost Depreciation Losses Balance Balance

Land $ 79,244 $ - $ 18,812 $ 60,432 $ 60,432

Buildings 1,808,522 420,194 14,481 1,373,847 1,507,957

Machinery and equipment 6,504,678 3,566,853 5,352 2,932,473 2,599,744

Transportation equipment 60,671 39,235 - 21,436 27,745

Office equipment 134,700 90,412 - 44,288 39,546

Leasehold improvements 716,721 235,395 6,971 474,355 506,208

Other equipment 228,241 144,192 815 83,234 92,007
Construction in progress and

prepayments 201,271 - - 201,271 171,695

$ 9,734,048 $ 4,496,281 $ 46431 $ 5,191,336 $ 5,005,334

There were no interest capitalized for the yeadedrDecember 31, 2012 and 2011.
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14. OTHER ASSETS

Idle Assets
December 31
2012 2011
Idle assets $ 66,185 $ 68,373
Accumulated depreciation (38,654) (40,447)
Accumulated impairment losses (27,531) (27,926)
$ - $ -

Idle assets are equipment retired from active use.

Overdue Receivables

December 31

2012 2011
Overdue receivables $ 31,604 $ 19,106
Allowance for doubtful accounts (31,604) (19,106)
$ - $ -

15. SHORT-TERM LOANS

December 31

2012 2011
Working capital loans $ 161,172 $ 521,693

Interest rates of the working capital loans ranigech 1.82% and 1.3% to 2.12% at December 31, 2042 a
2011, respectively.

16. LONG-TERM DEBT

December 31
2012 2011

China Development Industrial Bank
Medium-term working capital loan with a credit lin€$200,000
thousand and interest rate of 1.86% for the yede@n
December 31, 2011; loan period from August 19, 2010
August 19, 2013. Repayable in 9 quarterly instetita from
August 2010 and interest is paid monthly. The Camyphad
paid off ahead of time. $ - $ 155,556
Hua Nan Bank
Medium-term working capital loan with a credit linE$500,000
thousand and interest rate of 1.82% to 1.87% feytar ended
December 31, 2011; loan period from December 21261
December 2, 2013. Principal lump-sum payment atirtg
in December 2013 and interest payment monthly. The

Company had paid off ahead of time. - 200,000
(Continued)
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Hua Nan Bank
Medium-term working capital loan with a credit linE$500,000
thousand and interest rate of 1.75% for the yede@n
December 31, 2012; loan period from July 31, 2@LAdy 31,
2014. Principal lump-sum payment at maturity artdriest
payment monthly.
Hua Nan Bank
Medium-term working capital loan with a credit lin€$500,000
thousand and interest rate of 1.87% for the yede@n
December 31, 2012; loan period from September 42 20
September 4, 2014. Principal lump-sum paymentadtinty
and interest payment monthly.
Hua Nan Bank
Medium-term working capital loan with a credit lin€$500,000
thousand and interest rate of 1.87% for the yede@n
December 31, 2012; loan period from October 312201
October 31, 2014. Principal lump-sum payment guntg
and interest payment monthly.
Hua Nan Bank
Medium-term working capital loan with a credit lin€$500,000
thousand and interest rate of 1.82% for the yede@n
December 31, 2012; loan period from October 312201
October 31, 2014. Principal lump-sum payment atntg
and interest payment monthly.
E. Sun Bank
Medium-term working capital loan with a credit lin€$200,000
thousand and interest rate of 1.90%; loan perioeh fr
September 3, 2012 to September 3, 2015. Repayabk:
guarterly installments from September 2012 andéstes paid
monthly. A grace period of one year is given.
China Trust Bank
Medium-term working capital loan with a credit lin€$250,000
thousand and interest rate of 1.80%; loan perioahfiuly 9,
2012 to July 9, 2014. Principal lump-sum paymématurity
and interest payment monthly.
China Trust Bank
Medium-term working capital loan with a credit lin€$250,000
thousand and interest rate of 1.75% for the yede@n
December 31, 2011; loan period from July 8, 2011uly 8,
2013. Repayable in 4 quarterly installments frootaDer
2012 and interest is paid monthly. The Companygad off
ahead of time.
China Trust Bank
Medium-term working capital loan with a credit lin€$400,000
thousand and interest rate of 1.27%; loan perioch fiMarch 8,
2012 to March 8, 2014. Principal lump-sum paynant
maturity and interest payment monthly.
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December 31

$

2012 2011

50,000 $ -

50,000 -

140,000 -

60,000 -

200,000 -

250,000 -

- 250,000

107,448 -
(Continued)



Shanghai Commercial Savings Bank
Medium-term working capital loan with a credit lin€$200,000
thousand and interest rate of 1.80% for the yede@n
December 31, 2012; loan period from March 19, 2012
January 15, 2014. Repayable in 4 quarterly imataits from
April 14 2013 and interest is paid monthly.
Shanghai Commercial Savings Bank
Medium-term working capital loan with a credit lin€$250,000
thousand and interest rate of 1.79% for the yede@n
December 31, 2011; loan period from October 1, 2010
October 15, 2012. Repayable in 8 quarterly insifits from
January 2011 and interest is paid monthly.
Ta Chong Bank
Medium-term working capital loan with a credit lin€$300,000
thousand and interest rate of 1.80% for the yede@n
December 31, 2012; loan period from May 28, 201®1&y 28,
2014. Repayable in 4 quarterly installments froogést 28,
2013 and interest is paid monthly.
Ta Chong Bank
Medium-term working capital loan with a credit lin€$200,000
thousand and interest rate of 2.455% for the yede@
December 31, 2011; loan period from December 201 206
December 20, 2013. Repayable in 4 quarterly imstaits
from March 20, 2013 and interest is paid monthly.
Ta Chong Bank
Medium-term working capital loan with a credit lin€$300,000
thousand and interest rate of 1.83% for the yede@n
December 31, 2012; loan period from December 262 20
December 26, 2014. Repayable in 4 quarterly imstaits
from March 26, 2013 and interest is paid monthly.
Entie Bank
Medium-term working capital loan with a credit lin€$200,000
thousand and interest rate of 2.04% for the yede@n
December 31, 2012; loan period from December 422061
December 3, 2014. Repayable in 5 quarterly imataits fron
December 3, 2013 and interest is paid monthly.
Syndicated loan
Loan with a credit line of $1,200,000 thousand emelrest rate of
1.90%, for the year ended December 31, 2012; lesingfrom
July 15, 2011 to July 15, 2014. Repayable witl86 dlays
from July 15, 2011 and interest is paid monthly.

Less: Current portion
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December 31

2012 2011
$ 200,000 $ -
- 125,000
150,000 -
- 112,018
145,200 -
200,000 -
300,000 635,775
1,852,64 1,478,349
(565,001) (879,663)
$ 1,287,64 $ 598,686
(Concluded)



17. BONDS PAYABLE

December 31

2012 2011
Unsecured domestic convertible bonds
Issued on November 5, 2012 and repayable in Noveik?,
zero coupon bond $ 600,000 $ -
Deduct: Discount on convertible bonds payable (58,831) -
541,16¢ $ -

a. The Company issued the unsecured domestic didnleebonds on November 5, 2012. The main
issuance terms are as follows:

1)

2)

3)

4)

5)

6)

7)

Total amount of the convertible bonds at issean$600,000 thousand
Nominal rate: 0%
Duration of issuance: 5 years (from Novembet(8,2 to November 5, 2017)

Conversion period: Each bondholder has thet tiglconvert all or from time to time any portion
of its convertible bonds into common shares dutireyconversion period (up to 31 days after the
original issue date to 10 days before the matudiaty).

Conversion price and adjustment: The converpiige is $58 per common share initially. The
conversion price will be adjusted upon the occureeaf an increase in the number of common
shares.

Call option: The Company could redeem the cdible bonds at par value at any time during the

period from 31 days after the original issue datel® days before the maturity date, under the
following conditions: The closing price of the comon shares on each of 30 consecutive trading
days reaches or exceeds 30% of the conversion pricke outstanding balance of the bonds is less
than 10% of the original issuance.

Put option: Each bondholder has the right tbtha convertible bonds at 101% of par value or
101.51% of par value in 30 days after the 3rd ahdsdar.

b. The fair value of non-equity convertible optiprsut options, call options and resetting options
embedded in bonds payable was separated from hmundsble, and was recognized ifiFinancial
assets or liabilities at fair value through profitloss” in accordance with SFAS No. 36.

c. As of December 31, 2012, no bonds were convestethe outstanding bonds were still $600,000
thousand.

18. PENSION PLANS

a. Coxon Precise Industrial Co., Ltd.

The pension plan under the Labor Pension Act (LA”) is a defined contribution plan. Based on
the LPA, the Company makes monthly contributiongraployees’ individual pension accounts at 6%
of monthly salaries and wages. Such pension egsts $6,354 thousand and $5,662 thousand for the
years ended December 31, 2012 and 2011, respgctivel

-22 -



Based on the defined benefit plan under the Lablandards Law (LSL), pension benefits are

calculated on the basis of the length of servia @rerage monthly salaries of the six months before
retirement. The Company contributes amounts equabo of total monthly salaries and wages to a
pension fund administered by the pension fund roanij committee. The pension fund is deposited
in the Bank of Taiwan in the committee’s name. Twmpany recognized pension costs of $2,573
thousand and $3,264 thousand for the years endeehider 31, 2012 and 2011, respectively.

Information about the defined benefit plan wasdigs:

1) Components of net periodic pension cost

Year Ended December 31

2012 2011
Service cost $ 1,22 $ 1,602
Interest cost 96¢ 1,184
Projected return on plan assets (765) (751)
Amortization 1,15(C 1,229
Net periodic pension cost $ 257 $ 3,264

2) Reconciliation of funded status of the plan acdrued pension cost as of December 31, 2012 and

2011
December 31
2012 2011

Benefit obligation

Vested benefit obligation $ (7,18) $ (6,782)

Non-vested benefit obligation (37,459 (33,908)

Accumulated benefit obligation (44,639 (40,690)

Additional benefit based on future salaries (8,257 (7,719)

Projected benefit obligation (52,88¢) (48,409)
Fair value of plan assets 36,79¢ 37,534
Funded status (16,090 (20,875)
Unrecognized net transitional obligation 9,20( 10,350
Unrecognized net loss (257) (5,350)
Additional liability (697) -
Accrued pension cost 7,83¢) $ (5,875)
Vested benefit $ (8,469 $ (7,475)

3) Actuarial assumptions as of December 31, 20822841

December 31

2012 2011
Discount rate used in determining present values 1.88% 2.00%
Future salary increase rate 2.00% 2.00%
Expected rate of return on plan assets 1.88% 2.00%
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Year Ended December 31

2012 2011
4) Contributions to the fund $ 1,307 $ 1,367
5) Payments from the fund $ 2,408 $ 1,140

b. Soartek Optoelectronics Technology Co., Ltd. has launch its main operating and thus, has not
recognized pension cost yet.

c. Coxon Industry Ltd. (Samoa), Sun Can Internatidrtd. (Samoa), Sixon Plastic (DongGuan) Ltd.,
Teckyork Enterprise Co., Ltd. (Samoa), Shanghaiky@dk Enterprise Co., Ltd., Shanghai Sonor
Enterprise Co., Ltd., Vastech Industrial Co., L{flamoa), Vastech Plastic (Shanghai) Industrial Co.,
Ltd., Changshu Huaxon Industry Co., Ltd., Chenglbdustry Ltd. (Samoa), Cheng Yee Enterprise
Ltd. (Samoa), Coxon Precise International Ltd. (BWWang Yuan Enterprise Ltd. (Samoa), Coxon
Industry (Changshu) Co., Ltd., PT Coxon Industi@xen Medical Limited (Samoa), Shanghai Coxon
Medical Limited, Shandong GoerXon Precision Indus@o., Ltd., Dong Guan Soartek Optical
Technology Co., Ltd. and Hsiangtek Optical Techggl€o., Ltd. (Samoa) do not have pension plans.

19. SHAREHOLDERS’ EQUITY

a. Coxon Precise Industrial Co., Ltd.

Capital stock

As of December 31, 2012 and 2011, the authorizgutateof the parent company was $1,500,000
thousand and the amount of the outstanding comrmmkswas $1,127,100 thousand and $1,114,430
thousand, respectively, divided into 112,710 thadsshares and 111,443 thousand shares at $10.00 par
value.

The parent company reserved common stocks of $0@Q@ousand, divided into 12,000 thousand
common shares at $10.00 par value, for employek siation. Those shares can be issued after being
approved by the board of directors. As of Decen@fer2012 and 2011, the amount of outstanding
common stocks included the conversion of employeeksoption amounting to $12,670 thousand and
$670 thousand.

Employee stock option plans

In August 2007 and October 2007, 5,000 and 660ongtirespectively, were granted to qualified
employees of the Company. Each option entitleshtbider to subscribe for one thousand common
shares of the Company when exercisable. The aptjcemted are valid for 8 years and exercisable at
certain percentages after the second anniversaryfyam the grant date. The options were granted a
an exercise price equal to the net assets valueshmme of the Company’s latest audited financial
statements. For any subsequent changes in the &gsppaid-in capital, the exercise price and the
number of options are adjusted accordingly.
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Information about employee stock options was devid:

Year Ended
December 31, 2012
Weighted-
average
Number of Exercise
Options Price
(In Thousands) (NT$)
Balance, beginning of year 2,848
Options forfeited (1,267) $39.9
Options expired (59)
Balance, end of year 1,522
Options exercisable, end of year 685
Weighted-average fair value of options granted (NT$ $ -

Information about outstanding options as of Decarie 2012 was as follows:

Outstanding Employee Exercisable Employee
Stock Option Stock Option

Weighted- Weighted- Weighted-

average average average

Range of Number of Remaining Exercise Number of Exercise
Exercise Options (In Contractual Price Options (In Price
Price (NT$)  Thousands) Life (Years) (NT$) Thousands) (NT$)
$39.9 1,219 2.58 $39.9 499 $39.9
39.9 303 2.75 39.9 186 39.9

1,522 685

Compensation cost recognized was zero both foyehes ended December 31, 2012 and 2011.

The pro forma compensation cost was $1,451 thougarile year ended December 31, 2012 assuming
employee stock options granted before January 8 2@&re accounted for under SFAS No. 39. The
pro forma income statement information is as folow

Year Ended
December 31,
2012

Net income from continuing operations $ 426,321
Net income $ 352,839

After income tax basic earnings per share (NT$) $ 3.15

Capital surplus

The capital surplus from shares issued in excegsaof(additional paid-in capital from issuance of
common shares, conversion of bonds and treasuck $tansactions) and donations may be used to
offset a deficit; in addition, when the Company hagleficit, such capital surplus may be distribias
cash dividends or transferred to capital (limitedtcertain percentage of the Company’s paid-iftaap

and once a year).
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The capital surplus from long-term investments, leyge stock options and conversion options may
not be used for any purpose.

Capital surplus comprised of the following:

December 31

2012 2011
From issuance of common shares $ 2,303,766 $ 2,303,766
From stock option of convertible bonds 49,140 -
From long-term investments 580 580
From conversion of employee stock options 89,012 51,129
From employee stock options - issuance of commanesh 6,300 6,300
From retirement of treasury stock (120,729) (120,729)

$ 2,328,069 $ 2,241,046

Appropriation of earnings and dividend policy

Under the Company law and the Company’s articlesnobrporation, 10% of the Company’s net
income after paying taxes and offsetting any diefibould first be appropriated as legal reservehe T
special reserve can be appropriated or reverseeciéssary. The appropriation of remaining amount
which is proposed by the board of directors and@ma by the shareholders in their annual meeting
should be distributed in the following order:

1) Set aside 3% to 15% of the remaining amountrgda/ee bonus.
2) Set aside no more than 3% of the remaining atmasidirectors’ and supervisors’ remuneration.
3) Set aside the remaining portion as shareholtersis.

To ensure that the Company has funds for its ptesshfuture expansion plans, the Company prefers
to distribute stock dividends and cash dividendshaseholders’ bonus. The distribution policy vebul
be adjusted depending on the operating conditionsistry developments, capital requirement and so
forth.

For the years ended December 31, 2012 and 201boties to employees was $30,000 thousand and
$30,000 thousand, respectively, and the remuneratio directors and supervisors was $10,000
thousand and $10,000 thousand, respectively. ®hasto employees represented 3% to 15% and the
remuneration to directors and supervisors repredemo more than 3% of amount distributed.
Material differences between such estimated amoants the amounts proposed by the Board of
Directors in the following year are adjusted fothe current year. If the actual amounts subsdtyuen
resolved by the shareholders differ from the prepgasmounts, the differences are recorded in the yea
of shareholders’ resolution as a change in accogrdgstimate. If a share bonus is resolved to be
distributed to employees, the number of sharestsrohined by dividing the amount of the share bonus
by the closing price (after considering the effeictash and stock dividends) of the shares of te d
immediately preceding the shareholders’ meeting.

Based on a directive issued by the Securities andrés Bureau, an amount equal to the net debit
balance of certain shareholders’ equity accountsyding unrealized revaluation increment, unrealiz
gain or loss on financial instruments, net loss neabgnized as pension cost, cumulative translation
adjustments) shall be transferred from unapprogatiatarnings to a special reserve. Any special
reserve appropriated may be reversed to the eatéhé decrease in the net debit balance.
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Legal reserve shall be appropriated until it hached the Company’s paid-in capital. This reserve
may be used to offset a deficit. Under the reviSethpany Law issued on January 4, 2012, when the
legal reserve has exceeded 25% of the Company&sipaiapital, the excess may be transferred to
capital or distributed in cash.

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

The appropriations of earnings for 2011 and 20kDbeen approved in the shareholders’ meetings on
June 6, 2012 and June 9, 2011, respectively. Phpeopriations and dividends per share were as
follows:

Dividends Per Share

Appropriation of Earnings (NT$)
For For For For
Year 2011 Year 2010 Year 2011 Year 2010
Legal reserve $ 34,633 $ 33,590 $ - $ -
Special reserve - 173,553 - -
Cash dividends 335,196 461,568 3.00 4.00

The bonus to employees of $30,000 thousand andetineneration to directors and supervisors of

$10,000 thousand which were charged directly tersgp for 2011 were approved in the shareholders’
meeting. Such approved amounts of bonus to emgdoyend remuneration to directors and

supervisors were the same as the accrued amounts.

The appropriations of earnings for 2012 had be@pgwed by the board of directors on March 12,
2013. The proposed appropriations and dividendsipgre were as follows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 35,404 $-
Cash dividends 347,263 3

The appropriations of 2012 earnings and the amoahtsonus to employees and remuneration to
directors and supervisors will be resolved by thareholders in their meeting scheduled for June 11,
2013.

Information about the bonus to employees, directomd supervisors is available on the Market
Observation Post System website of the Taiwan Sxckange.

Unrealized gain or loss on financial instruments

For the years ended December 31, 2012 and 201lements of unrealized gain or loss on financial
instruments were as follows:

Year Ended December 31

2012 2011
Available-for-sale financial assets
Balance, beginning of year $ (641) $ 1,818
Recognized in shareholders’ equity 45,191 (2,459)
Balance, end of year $ 44,550 $ (641)
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Treasury stock

According to the approval of the board of directors August 26, 2011, the Company bought back
4,000 thousand shares of its own stock at a pfi&3® to $48 per share during the August 29, 2011 t
October 28, 2011, respectively. When the markieegs lower than the limit of initial agreed range
the Company will continue to buy back their shards.bought a total of 4,000 thousand shares at a
total cost of $160,729 thousand as of the end efttecution period, which shares were subsequently
retired in December 2011.

b. According to “Rules for the implementation ofethllaw of the People’s Republic of China on
foreign-capital enterprises”, Sinxon Plastic (Dong®) Ltd., Shanghai Teckyork Enterprise Co., Ltd.,
Shanghai Sonor Enterprise Co., Ltd., Vastech Rl§Stianghai) Industrial Co., Ltd., Changshu Huaxon
Industry Co., Ltd., Coxon Industry (Changshu) Qad., Shanghai Coxon Medical Limited, Shandong
GoerXon Precision Industry Co., Ltd. and Dong GBaartek Optical Technology Co., Ltd. shall have
reserve funds to be withdrawn from their profitseafthey, as foreign-capital enterprise, have paid
income tax in accordance with the provisions of@énese tax law. The proportion of reserve funds
to be withdrawn from profits shall not be lowerhE0% of the total amount of profits after paymeht
tax; the withdrawal from profits for reserve funday be stopped when the total cumulative reserse ha
reached 50% of the registered capital.

20. INCOME TAX
a. Income tax accounts of the Company were asasllo

Year Ended December 31, 2012

Income Tax Deferred Deferred
Benefit Income Tax Income Tax Income Tax
(Expense) Payable Assets Liabilities

Coxon Precise Industrial Co., Ltd. $ (73,729) $ 17586 $ 41,040 $ 153,785

Sinxon Plastic (DongGuan) Ltd. (7,431) - 10,973 -
Shanghai Teckyork Enterprise Co.,

Ltd. (28,175) - 4,682 -
Shanghai Sonor Enterprise Co., Ltd. (4,319) - 3,315 -
Vastech Plastic (Shanghai) Indust

Co., Ltd. (4,123) - - -
Coxon Industry (Changshu) Co.,

Ltd. (34,292) - 22,629 -
Shanghai Coxon Medical Limited (112) - - -
Vastech Industrial Co., Ltd. (Samoa) (698) - - -
Coxon Precise International Ltd.

(BVI) (804) - - -

$(153,682) $ 17,586 $ 82,639 $ 153,785

-28 -



Year Ended December 31, 2011

Income Tax Deferred Deferred
Benefit Income Tax Income Tax Income Tax
(Expense) Payable Assets Liabilities

Coxon Precise Industrial Co., Ltd. $ (71,449) $ 68,303 $ 40,489 $ 197,967

Sinxon Plastic (DongGuan) Ltd. (15,415) - 19,017 -
Shanghai Teckyork Enterprise Co.,

Ltd. (29,777) - 34,102 -
Shanghai Sonor Enterprise Co., Ltd. (2,173) - 7,846 -
Vastech Plastic (Shanghai) Indust

Co., Ltd. (6,931) - 4,230 -
Coxon Industry (Changshu) Co.,

Ltd. 3,782 - 59,207 -
Shanghai Coxon Medical Limited (59) - 116 -
PT Coxon International Ltd. (493) - - -

$(112,515) $ 68,303 $ 165,007 $ 197,967
Coxon Precise Industrial Co., Ltd.
A reconciliation of income tax expense based onrime before income tax at the statutory rate of 17%

and income tax expense was as follows:
Year Ended December 31

2012 2011

Income tax expense at the statutory rate $ 72,721 $ 71,022
Tax effect on adjusting items:

Permanent differences (28) 367

Temporary differences 263 40,232
Additional 10% income tax on unappropriated earsing - -
Current income tax expense 72,956 111,621
Adjustments for prior years’ tax (879) 60
Deferred income tax expense

Temporary differences 1,652 (40,232)

$ 73,729 $ 71,449

In May 2010, the Legislative Yuan passed the amemdrof Article 5 of the Income Tax Law, which
reduced a profit-seeking enterprise’s income téx fram 20% to 17%, effective January 1, 2010.

Deferred income tax assets (liabilities) were devs:

December 31

2012 2011
Current
Deferred income tax assets

Unrealized allowance for loss on inventories $ 28,756 $ 29,617
Allowance for bad debts exceeded the limitation 1,969 1,749
Unrealized sales profit 1,454 1,565
Unrealized unallocated fixed overhead 1,378 783
Loss on litigations 7,606 7,606
Other 91 -

41,254 41,320

(Continued)
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December 31

2012 2011
Deferred income tax liabilities
The allocation of unrealized gains and losses spadial of
property, plant and equipment $ - $ 79
Unrealized valuation gain on convertible bond 214 -
Unrealized foreign exchange income - 752
214 831
Net deferred income tax assets $ 41,040 $ 40,489
Noncurrent
Deferred income tax assets
Impairment loss $ 13,130 $ 12,665
Recognition of pension cost 1,20¢ 993
Cumulative translation adjustments 14,74« -
29,08¢ 13,658
Less: Valuation allowance (5,979 (4,955)
23,10¢ 8,703
Deferred income tax liabilities
Investment income recognized on overseas equitiodet
investments 176,893 175,029
Cumulative translation adjustments - 31,641
Other - -
176,89. 206,670
Net deferred income tax liabilities $ 153,78! $ 197,967
(Concluded)

The income tax returns through 2010 have beensssesd approved by the tax authorities.
Information about integrated income tax was ao¥ad:

December 31
2012 2011

Unappropriated earnings generated before Janudi§98, $ 981 $ 981
Unappropriated earnings generated on and afteadaty 1998 1,521,619 1,537,405

$ 1,522,600 $ 1,538,386

As at December 31, 2012 and 2011, the balanceedfthutation credits which can be allocated to the
shareholders amounted to $419,785 thousand and3ilthousand.

The creditable ratio for distribution of earnings2012 and 2011 was 28.74% (estimate) and 31.21%,
respectively.

For distribution of earnings generated after Janugr 1998, the ratio for the imputation credits
allocated to shareholders of the Company is baseti@balance of the ICA as of the date of dividend
distribution. The expected creditable ratio foe 012 earnings may be adjusted, depending on the
ICA balance on the date of dividend distribution.
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21. PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENS ES

22.

Year Ended December 31

2012 2011
Classified as  Classified as Classified as Classified as
Operating Operating Operating Operating
Costs Expenses Total Costs Expenses Total
Personnel
Salary $ 1,932,173 $ 235715 $ 2,167,888 $ 1,884,127 $ 222,170 $ 2,106,297
Pension 3,381 6,854 10,235 3,431 6,784 10,215
Meals 91,450 9,943 101,393 96,142 8,449 104,591
Welfare 9,928 8,551 18,479 8,882 9,033 17,915
Insurance 80,797 15,340 96,137 57,173 14,077 71,250
Others 913 507 1,420 377 686 1,063
$ 2118642 $ 276,910 $ 2,395552 $ 2,050,132 $ 261,199 $ 2,311,331
Depreciation $ 661,319 78,934 $ 740,253 $ 613,498 $ 79,764 $ 693,262
Amortization 255,215 9,213 264,428 223,268 26,362 249,630
EARNINGS PER SHARE
The numerators and denominators used in calculatisg and diluted EPS were as follows:
EPS (NT$)
Amounts (Numerator) Shares Before After
Before After (Denominator)  Income Income
Income Tax Income Tax  (In Thousands) Tax Tax
Year ended December 31, 2012
Basic EPS
Income for the year attributable to parent
company $ 427,772 $ 354,043 111,916 $ 38 $ 3.16
Effect of dilutive potential common stock
Employee stock option - - 390
Bonus to employees - - 1,308
Diluted EPS
Income for the year attributable to parent
company plus effect of potential dilutive
common stock $ 427,772 $ 354,043 113,614 $ 377 $ 312
Year ended December 31, 2011
Basic EPS
Income for the year attributable to parent
company $ 417,776 $ 346,327 114,571 $ 365 $ 3.02
Effect of dilutive potential common stock
Employee stock option - - 619
Bonus to employees - - 1,322
Diluted EPS
Income for the year attributable to parent
company plus effect of potential dilutive
common stock $ 417,776 $ 346,327 116,512 $ 359 §$§ 2097
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The Company recognized bonuses paid to employe@esfats and supervisors as compensation expenses.
These bonuses were previously recorded as apptiopgdrom earnings. If the Company may settle the
bonus to employees by cash or shares, the Compendspresume that the entire amount of the bonus
will be settled in shares and the resulting po&rghares should be included in the weighted aeerag
number of shares outstanding used in the calcualatfadiluted EPS, if the shares have a dilutiveedff

The number of shares is estimated by dividing thteree amount of the bonus by the closing pricehaf t
shares at the balance sheet date. Such dilutfeetedf the potential shares should be includedha
calculation of diluted EPS until the shareholdeesotve the number of shares to be distributed to
employees at their meeting in the following year.

23. FINANCIAL INSTRUMENTS
a. Fair values of financial instruments

December 31

2012 2011
Carrying Carrying
Amount Fair Value Amount Fair Value
Financial assets
Financial assets carried at cost $ 56,345 $ - $ 76,075 $ -

b. Methods and assumptions used to estimate thealaies of financial instruments were as follows:

1) The carrying amounts of the following short-tefimancial instruments approximate their fair
values because of their short maturities: Cash casth equivalents, receivables, payables and
short-term bank loans.

2) Fair values of financial instruments designadsdat FVTPL and available-for-sale are based on
their quoted prices in an active market. For thasguments with no quoted market prices, their
fair values are determined using valuation techsqgincorporating estimates and assumptions
consistent with those generally used by other mgor&dicipants to price financial instruments.

3) Financial assets carried at cost are investmeniaquoted shares, which have no quoted prices in
an active market and entail an unreasonably high tooobtain verifiable fair values. Therefore,
no fair value is presented.

4) Fair values of derivatives are based on theiotepl prices in an active market. For those
derivatives with no quoted market prices, theirr faalues are determined using valuation
techniques incorporating estimates and assumptonsistent with those generally used by other
market participants to price financial instruments.

5) Fair value of long-term loans and long-term fdgs are estimated using the present value ofdutur
cash flows discounted by the interest rates theg2am may obtain for similar loans.
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c. Fair values of financial assets and liabiliteetermined based on quoted market prices or valuati
techniques were as follows:

Quoted Market Prices Valuation Technigues
December 31 December 31
2012 2011 2012 2011
Assets
Financial assets at FVTPL $ - $ - $ - $ 5,028
Hedging derivative assets - - 5,564

Available-for-sale financial assets 54,150 - - -
Liabilities
Financial liabilities at FVTPL - - 5,220 -
d. Valuation gains arising from changes in fairuealof financial instruments determined by using

valuation techniques were $2,417 thousand and $3QUousand for the years ended December 31,
2012 and 2011, respectively.

e. Financial risks
1) Market risk
The Company uses forward contracts for hedging qaepi.e., to reduce any adverse effect of

exchange rate. The gains or losses on these ctm@most offset the gains or losses on the
hedged items. As a result, the market risk isnmaterial.

2) Credit risk
Credit risk represents the potential loss that wdnd incurred by the Company if the counterparties
breached contracts. Financial instruments withtipesfair values at the balance sheet date are
evaluated for credit risk. The counterpartiesh® toregoing financial instruments are reputable
financial institutions and business organizationslanagement does not expect the Company’s
exposure to default by those parties to be material

3) Liquidity risk

The Company has no forward contracts and croscyrswap contracts on December 31, 2012.
Therefore, there is no related liquidity risk.

24. RELATED PARTY TRANSACTIONS

a. Related parties and their relationships withGbenpany

Related Party Relationship with the Company
Toyo Precision Appliance (Kanshan) Co., Ltd. Equity-method investee
Taising Coxon Limited (Hong Kong) Its directortiee chairman of the parent company
GoerTek Inc. Related party in substance
Weifang GoerLight Opto-electricity Co., Ltd. Raddtparty in substance
Weifang GoerTek Technology Co., Ltd. Related partyubstance
Yishui GoerTek Electronics Co., Ltd. Related pamtgubstance
Ying Da Enterprise Co., Ltd. (Samoa) Related partgubstance
Ying Da Plastic (Shen-zhen) Ltd. Related partgubstance
Zhao Xuan Enterprise Co., Ltd. (Samoa) Relatetyparsubstance
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b. Significant transactions with related parties:

1) Sales

Year Ended December 31

2012 2011
% to % to
Related Party Amount  Total Amount  Total
Taising Coxon Limited (Hong Kong) $ 430 - $ 1,606 -
GoerLight Opto-electricity Co., Ltd. 32,529 - - -
Others 1,096 - - -
$ 3405 _ - $ 1606 _ -

The selling prices and collection terms for prodwsaild to related parties were similar to those for
products sold to third parties.

2) Purchase

Year Ended December 31

2012 2011
% to % to
Related Party Amount  Total Amount  Total
GoerTek Inc. $ 1,647 - $ - -

3) Revenue, costs and expenses

Year Ended December 31

2012 2011
% to % to
Related Party Amount  Total Amount  Total
Other revenue Toyo Precision Appliance $ 990 1 3 - -

(Kanshan) Co., Ltd.

$ 38,684 1

Manufacturing overheadYing Da Enterprise Co., $ 19,626

- outsourced Ltd. (Samoa)
Ying Da Plastic 726 - 1,489 -
(Shen-zhen) Ltd.
Taising Coxon Limited 4,984 - 3,806 -
(Hong Kong)
GoerTek Inc. 24 - - -
Manufacturing overheadYing Da Plastic - - 48 -
- other (Shen-zhen) Ltd.
Taising Coxon Limited 119 - - -
(Hong Kong)
GoerTek Inc. 664 - - -
Manufacturing overheadGoerTek Inc. 1,309 - - -
- rental expense
Manufacturing overheadGoerTek Inc. 3,946 - - -
- electric expense
$ 31,398 - $ 44,027 1

-34-



Year Ended December 31

2012 2011
% to % to
Related Party Amount  Total Amount  Total
Operating expense -  GoerTek Inc. $ 1,199 - $ - -
electric expense and
other

4) Receivables from and payables to related parties

December 31

2012 2011

% to % to
Related Party Amount  Total Amount  Total
Accounts receivable GoerTek Inc. $ 6,170 - $ - -
Yishui GoerTek 107 - - -

Electronics Co., Ltd.
Weifang GoerLight 21,613 1 - -

Opto-electricity Co.,

Ltd.

Weifang GoerTek 11 - - -

Technology Co., Ltd.

$ 27,901 1 $ -

HN 1

Other receivable Taising Coxon Limited $ 7,437 18 $ 12,069
(Hong Kong)
Accounts payable Ying Da Enterprise Co., $ 3,692 - $ 10,059 1
Ltd. (Samoa)
GoerTek Inc. 10,596 1 437 -
$ 14288 1 $1049% 1
Accrued expenses GoerTek Inc. $ 7,911 - $ - -
Ying Da Plastic 787 - 3,704 -
(Shen-zhen) Ltd.
$ 8,698 - $ 3,704 -
Unearned sales revenueYing Da Plastic $ 86 - 8 89 -
(Shen-zhen) Ltd.
Toyo Precision Appliance - - 1,016
(Kanshan) Co., Ltd.
$ 86 - $ 1105 _ 2
Payable for equipment GoerTek Inc. $ 4,305 1 3 - -
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25.

26.

5) Acquisition of property, plant and equipment

Year Ended December 31

Asset Related Party 2012 2011
Machinery and equipment GoerTek Inc. $ 3,699 $ -

6) Security transactions
Coxon Precise Industrial Co., Ltd. signed a comttaduy 42.12% of common shares of Cheng
Yee Enterprise Ltd. (Samoa) with Zhao Xuan Entegpo., Ltd. (Samoa). The value per share is

based on net asset value per share of latest falestatements. As of December 31, 2011, the
Company had bought 22.12% of Cheng Yee’s commaresha

MORTGAGED OR PLEDGED ASSETS
The Company’s assets mortgaged or pledged aseralléidr bank loans were as follows:

December 31

2012 2011
Land $ 79,244 $ 79,244
Buildings, net 422,511 459,205
Intangibal assets - land access - 22,335
Restricted assets - current 4,580 44,222

$ 506,335 $ 605,006

SIGNIFICANT COMMITMENTS AND CONTINGENCIES

In addition to those disclosed in other notes, iitgant commitments and contingencies of the Compen
of December 31, 2012 were as follows:

a. The rental payments in next five years are boie:

Period (Year) Amount

2013 $ 142,547
2014 97,305
2015 73,543
2016 66,586
2017 64,267
2018-2019 28,424

b. Coxon Industry Ltd. (Samoa) had commitmentsup imachinery and equipment which amounted to
$136,390 thousand, of which $86,131 thousand hed paid.

c. Sun Can International Ltd. (Samoa) had commiteembuy machinery and equipment and to comply
with repair construction contracts which amounteds85,924 thousand, of which $58,799 thousand
had been paid.

d. Cheng Da Industry Ltd. (Samoa) had commitmemtsuy machinery and equipment which amounted
to $33,492 thousand, of which $26,441 thousanddead paid.
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e.

Coxon Industry (Changshu) Co., Ltd. had signeérevation contract which amounted to $68,968
thousand, of which $23,300 thousand had been paid.

Coxon Industry (Changshu) Co., Ltd. had contreyewith Kunshan Ya-Chun Trading Co., Ltd. in
2011 in which Ya-Chun Company claim for RMB2,200ukand. The lawsuit is not judged yet. In
the lawyer’s opinion, the Yu-Chun Company’s proligbof winning is small. The Company thinks
this litigation would not have a significant impaxct the operation.

JCD Corporation (hereinafter referred to as “JCBpplied to the Japan commercial arbitration
association for a tort arbitration in relation t® forbidding of the Company from producing andisegl
the digital camera lens designed by JCD as weltsademand for payment of US$2,662 thousand,
JPY635 thousand and RMB393 thousand as compensation

According to the decision of the arbitration asation, the defendant should pay US$1,441 thousand,
JPY1,270 thousand and JPY1,562 thousand relaigatilitn costs to the complainant. The Company

had estimated the loss of $44,738 thousand (inoduthS$1,441 thousand and JPY2,832 thousand) in
2011. Besides, the defendant was forbidden fraydymring the digital camera lens in sales catalogue.
However, the Company was still in doubt about thetent of arbitration decision and had made an
appeal for the revocation of the arbitration awardihe appeal was dismissed by Tokyo District Court.

Thereafter, the Company made an appeal to Tokyt i@igurt, but the appeal was still dismissed.

Only till the Company receives the official verdicdm the Court will they take the right action ags

it.

27. OPERATING SEGMENT FINANCIAL INFORMATION

a.

Information reported to the chief operating dieci maker for the purposes of resource allocadioch
assessment of segment performance focuses on nhaci@l information of every region. The
Company's reportable segments under SFAS No. 4tharefore as follows:

1) Taiwan and South China
2) South China

3) Shanghai

4) Changshu

5) Others

Segment revenue and results

The analysis of the Company’s revenue and resudta £ontinuing operations by reportable segment
was as follows:

Year Ended December 31, 2012

Taiwan and Adjustments
South China South China and
Region Region Shanghai Changshu Others Elimination Total
Segment revenues
and results
Sales from external
customers $ 6,207,035 $ 455,316 $ 785,891 $ 1,017,885 $ 68,666 $ - $ 8,534,793
Sales among
intersegments 3,440,384 26 48,085 6,749 23 (3,495,267)

$ 9,647,419 $ 455,342 $ 833,976 $ 1,024,634 $ 68,689 $ (3.495.267) $ 8,534,793
(Continued)
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Year Ended December 31, 2012

Taiwan and Adjustments
South China South China and
Region Region Shanghai Changshu Others Elimination Total
Gross profit $ 543,792 $ 65,516 $ (50,586) $  (108,934) $ (13,361) $ 21,536 $ 457,963
Interest income 4,869
Other income 79,173
Interest expense (44,421)
Other expense and
loss (15,455)
Income from
continuing
operating before
income tax $ 482,129
Segment assets
Assets $ 7,077,701 $ 508,730 $ 1484435 $ 2488379 $ 594,798 $ (1,506,745) $ 10,647,298
Investments 401,613
Deferred income tax
assets 82,639
$ 11,131,550
Depreciation and
amortization $ 569,220 $ 82,195 $ 157,681 $ 183,319 $ 12,266 $ 1,004,681
Acquisition of
property, plant and
equipment $ 829,113 $ 3,375 $ 235,496 $ 45,690 $ 1,068 $ 1,114,742
(Concluded)
Year Ended December 31, 2011
Taiwan and Adjustments
South China South China and
Region Region Shanghai Changshu Others Elimination Total
Segment revenues
and results
Sales from external
customers $ 5,799,703 $ 645,059 $ 666,677 $ 894,249 $ 33,317 $ - $ 8,039,005
Sales among
intersegments 3,017,241 - 55,979 20,368 31 (3,093,619) -
$ 8,816,944 $ 645,059 $ 722,656 $ 914,617 $ 33,348 $ (3.093,619) $ 8,039,005
Gross profit $ 801571 $ (132,761) $  (17563) $  (83,381) S (24.456) $ 1915 $ 545325
Interest income 13,872
Other income 46,049
Interest expense (29,560)
Other expense and
loss (131,257)
Income from
continuing
operating before
income tax $ 444,429

Segment assets

Assets $ 6608205 $ 673,062 $ 1355690 $ 2,707,195 $ 566,685 $ (1.687,549) $ 10,223,288

Investments 352,083
Deferred income tax

assets 165,007

$ 10,740,378

Depreciation and
amortization $ 496,781 $ 96,465 $ 133,900 $ 203,034 $ 12,712 $ 942,892

Acquisition of
property, plant and
equipment $ 829,859 $ 154,588 $ 44,950 $ 86,348 $ 16,298 $ 1,132,043
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Segment profit represents the profit earned by eagment without allocation of central administmati
costs and directors’ compensation, investment iconloss recognized under the equity method, gain
or loss on disposal of investments accounted fahbyequity method, rental revenue, interest ingome
gain or loss on disposal of property, plant andmgent, gain or loss on sale of investments, exgban
gain or loss, valuation gain or loss on financietiuments, interest expense and income tax expense
This is the measure reported to the chief operatiagision maker for the purposes of resource
allocation and assessment of segment performance.

Revenue from major products and services

The following is an analysis of the Company’s rav@rfrom continuing operations from its major
products and services:

Year Ended December 31

2012 2011
Plastic components $ 7,467,549 $ 7,198,079
Molds 864,727 689,601
Others 202,517 151,325

$ 8,534,793 $ 8,039,005

Geographical information

The Company operates in three principal geograplaceas - Taiwan, China and Japan. The
Company’s revenue from continuing operations fraxteal customers and information about its
noncurrent assets by geographical location areleetiaelow.

Revenue from

External Customers Noncurrent Assets
December 31 December 31
2012 2011 2012 2011
Taiwan $ 1,698,778 $ 1,335344 $ 197,317 $ 193,210
China 5,499,910 5,728,278 5,176,114 4,983,975
Japan 576,049 437,047 - -
760,056 538,336 - -

$ 8,534,793 $ 8,039,005 $ 5373431 $ 5,177,185

Noncurrent assets excluded those classified asftresdile, financial instruments, deferred tax &sse

Major customers

Individual customers accounting for at least 10%eif sales for the years ended December 31, 2012
and 2011 were as follows:

Year Ended December 31

2012 2011
% to % to
Amount Total Amount Total
Customer A $ 432,58 5 $ 938,885 12
Customer B 336,51 4 815,841 10

769,10! _9 $ 1,754,726 2
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28. EXCHANGE RATE INFORMATION OF FOREIGN-CURRENCY F INANCIAL ASSETS AND
LIABILITIES

The significant foreign-currency financial assetd dabilities were as follows:

December 31

2012 2011
Foreign New Taiwan Foreign New Taiwan
Currencies Exchange Dollars Currencies Exchange Dollars
(Thousands) Rate (Thousands)  (Thousands) Rate (Thousands)
Financial assets
Monetary items
usbD $ 95,966 29.04 $ 2,786,853 $ 84,345 30.275 $ 2,553,545
JPY 55,041 0.3364 18,516 58,891 0.3906 23,003
HKD 23,582 3.747 88,362 20,043 3.897 78,108
RMB 75,231 4.66 350,576 61,618 4.807 296,198
Investment accounted
for by the equity
method
RMB 74,092 4.66 345,268 57,418 4.807 276,008
Financial liabilities
Monetary items
uUsD 21,848 29.04 634,466 45,413 30.275 1,374,879
JPY 1,079,021 0.3364 362,983 1,306,340 0.3906 510,256
HKD 38,117 3.747 142,824 22,772 3.897 88,742
RMB 146,055 4.66 680,616 148,086 4.807 711,849

29. PLAN FOR THE ADOPTION OF INTERNATIONAL FINANCIA L REPORTING STANDARDS

Under Rule No. 0990004943 issued by the Finanaipke8/isory Commission (FSC) on February 2, 2010,
the Company discloses its plan for the adoptiothefinternational Financial Reporting StandardfRgE)
as follows:

a. On May 14, 2009, the FSC announced the road m#pR8s adoption for ROC companies. Starting
from 2013, companies with shares listed on the &ai®tock Exchange (TSE) or traded on the Taiwan
GreTai Securities Market or Emerging Stock Marketidd prepare consolidated financial statements
in accordance with the Guidelines Governing the&mation of Financial Reports by Securities Issuers
IFRSSs, International Accounting Standards (IASs)efipretations and related guidance translated by
Accounting Research and Development Foundation (ARBnd issued by the FSC. Due to
aforementioned amendments, the Company estableshask force to execute and monitor the IFRSs
adoption plan. The important plan items, respdesiivisions and plan progress are as follows:

Responsible
Plan Item Division Status
1) Establish the IFRSs task force Board of directo Completed
2) Set up a work plan for IFRSs adoption IFRS gxbjeam Completed

3) Complete the identification of GAAP differencasd impact  IFRS project team Completed

4) Identify the consolidated entities under IFRSs IFRS project team Completed
(Continued)
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Responsible

Plan Item Division Status
5) Evaluate the impact of the adoption of IFRS‘Rirst-time IFRS project team Completed
Adoption of International Financial Reporting Stardk”
(IFRS 1)
6) Evaluate the configuration, testing, and eu#bneof the IT IFRS project team Completed

systems

7) Evaluate the internal controls IFRS projectiea Completed

8) Determine the IFRSs accounting policies todepéed IFRS project team Completed
9) Determine which IFRS 1 exemptions will be atdd IFRS project team Completed
10) Prepare the opening balance sheet at the IféRSition date  IFRS project team Completed
11) Prepare comparative IFRS financial informafimm2012 IFRS project team Completed
12) Modify the relevant internal controls IFRS ajteam Completed

(Concluded)

The Company had assessed the material diffesdyeisveen the existing accounting policies and the
accounting policies to be adopted under IFRSs lasife:

1) Reconciliation of the consolidated balance sheeif January 1, 2012

Items ROC GAAP Adjustments IFRSs Note
Assets
Advance payment $ 57,674 $ 42,459 $ 100,133 6)f), )
Deferred income tax assets - current 59,595 (59,595) - 6) a)
Property, plant and equipment 5,005,334 (132,895) 4,872,439 6)f),g), h),
K)
Computer software 15,101 79 15,180 6)f)
Land tenure 65,510 (65,510) - 6) i)
Other intangible assets 9,970 10,785 20,755 6)Qg)
Prepayments for equipment - 171,695 171,695 6) h)
Deferred charges 69,230 (69,230) - 6) )
Deferred income tax assets - noncurrent 105,412 60,837 166,249 6) a), ¢)
Prepaid lease - 67,365 67,365 6)1),1i)
Liabilities
Accrued expense 829,683 (829,683) - 6) j)
Other payables 18,394 829,683 848,077 6)]j)
Provision for employee benefit plan - current - 16,669 16,669 6)b)
Accrued pension cost 5,875 7,276 13,151 6)¢)
Shareholders’ equity
Capital surplus 2,241,046 45,373 2,286,419 6)d), e)
Unappropriated earnings 1,538,386 (43,328) 1,495,058 6) b), c),
d), )
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2) Reconciliation of the consolidated balance sheeif December 31, 2012

3)

Items ROC GAAP
Assets
Cash and cash equivalents $ 1,700,188
Other financial assets -
Advance payment 75,769
Defrred income tax assets - current 60,032
Financial assets carried at cost - current 56,345

Available for sale financial assets - noncurrent -
Property, plant and equipment 5,191,336
Computer software 14,495
Deferred pension cost 697

Land tenure 60,982
Other intangible assets 7,905
Prepayments for equipment -

Deferred charges 87,044
Defrred income tax assets - noncurrent 22,607
Prepaid lease -

Liabilities

Accrued expense 879,423
Other payables 8,049
Provision for employee benefit plan - current -

Accrued pension cost 7,838
Shareholders’ equity

Capital surplus 2,328,069
Unappropriated earnings 1,522,600

Adjustments

$ (64,082)
64,082
69,004

(60,032)
(56,345)
56,345

(171,924)

47
(697)
(60,982)
7,587
201,271
(87,044)
61,970
62,743

(879,423)
879,423
16,299
10,674

52,338
(57,368)

IFRSs

$ 1,636,106
64,082
144,773

56,345
5,019,412

14,542

15,492
201,271

84,577
62,743

887,472
16,299
18,512

2,380,407
1,465,232

Note

6) n)

6) n)

6) f), 9)

6) a)

6) m)

6) m)

6) ). ), h),
k)

6) f)

6) c)

6) i)

6) 9)

6) h)

6) 9)

6) a), c)

6) ). 1)

6)J)
6)J)
6) b)
6) ©)

6) d), e)
6) b), ),
d), f)

Reconciliation of the consolidated statement coimprehensive income for the year ended

December 31, 2012

Iltems ROC GAAP Adjustments IFRSs
Net operating revenue $ 8,534,793 $ - $ 8,534,793
Operating costs (7,466,124) 419 (7,465,705)
Gross profit 1,068,669 419 1,069,088
Operating expenses (684,806) (9,748) (694,554)
Other operating gains and losses - 26,265 26,265
Operating loss 383,863 16,936 400,799
Nonoperating income and losses 98,266 (26,265) 72,001
Income before income tax 482,129 (9,329) 472,800
Income tax expense (153,682) (223) (153,905)
Consolidated net income $ 328,447 $ (9,552) 318,895
Other comprehensive income
Exchange differences arising from the (226,463)
translation of foreign operations
Unrealized valuation gain on 44,550
available-for-sale assets
Actuarial losses from defined benefit plans (4,488)
Total other comprehensive income (186.,401)
Total comprehensive income $ 132,494
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d), f)

6) 1)

6) 1)

6) c)
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4)

5)

6)

Appropriation for special reserve at the dat&afsition to IFRSs

Under Order No. 1010012865 issued by the FSC oiil Ap2012, on the first-time adoption of
IFRSs, an entity may elect to use an exemptiorgipe in IFRS 1, to reset unrealized revaluation
increment and cumulative translation differencedenrstockholders’ equity to zero by crediting the
amount to retained earnings. The amount creditetbtiained earnings will be appropriated to
special reserve if it is smaller than the increseetained earnings that resulted from all IFRS
adjustments at the date of transition to IFRSs.théf increase in retained earnings that resulted
from all IFRS adjustments at the date of transittonlFRSs is smaller than the total of the
increment and differences, only the increase iaimed earnings that resulted from all IFRSs
adjustments will be appropriated to special reserv&he special reserve will be reversed
proportionately upon the subsequent usage, disposatlassification of the related assets.

The IFRS adjustments were a net decrease in rdtaaeings; thus, no amount was appropriated
to special reserve.

Exemptions from IFRS 1

IFRS 1 contained the procedures for the preparati@onsolidated financial statements for the first
time in accordance with IFRSs. Under the procesjutiee Company should determine which
IFRS accounting policies to adopt and retrospelstiapply these accounting policies to its opening
balance sheet at the date of transition to IFR&su@ry 1, 2012). IFRS 1 also provided several
optional exemptions. The exemptions adopted byCthmapany were as follows:

a) Employee benefits. The Company elected to r@zegall cumulative actuarial gains and
losses in retained earnings as of January 1, 2012.

b) Share-based payment. The Company elected o thak optional exemption from applying
IFRS 2, “Share-based Payment,” retrospectively tfer shared-based payment transactions
granted and vested before January 1, 2012.

c) Business combinations. The Company electedonapply IFRS 3, “Business Combinations,”
retrospectively to business combinations that agecubefore January 1, 2012. Therefore, in
the opening balance sheet, the amount of goodeiierpated from past business combinations
remains the same compared with the amount under B&&P as of December 31, 2011.

Explanation for the adjustments on IFRSs tréonsit
a) Classifications of deferred income tax asseéilltsg and valuation allowance

Under ROC GAAP, a deferred tax asset or liabilgyclassified as current or noncurrent in
accordance with the classification of its relatested or liability. However, if a deferred
income tax asset or liability does not relate taaaset or liability in the financial statements, it
is classified as either current or noncurrent bamedhe expected length of time before it is
realized or settled. Under IFRSs, a deferred &setaor liability is classified as noncurrent
asset or liability.

In addition, under ROC GAAP, valuation allowanceoisvided to the extent, if any, that it is

more likely than not that deferred income tax asgéll not be realized. In accordance with

IAS No. 12, “Income Taxes,” deferred tax assetsamy recognized to the extent that it is

probable that there will be sufficient taxable peofnd the valuation allowance account is no
longer used.

As of December 31, 2012 and January 1, 2012, treuats reclassified from deferred income
tax assets to noncurrent assets were $60,032 tiebasa $59,595 thousand, respectively.
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b) Employee benefits - accumulated compensatedaése

d)

Accumulated compensated absences are not addressexisting ROC GAAP; thus, the
Company has not recognized the expected cost dogagbenefits in the form of accumulated
compensated absences at the end of reporting periddowever, under IFRSs, when the
employees render services that increase theideanént to future compensated absences, an
entity should recognize the expected cost of eng@ddyenefits at the end of reporting periods.
As a result, as of December 31, 2012 and Janua2@12, the IFRS adjustment resulted in an
increase in “provision for employee benefit play’ 16,299 thousand and $16,669 thousand,
respectively, and salary expense for the year 2@tPeased by $370 thousand.

Employee benefits - pension plan

Under ROC GAAP, it is not allowed to recognize actai gains and losses from defined
benefit plans directly to equity; instead, actuageins and losses should be accounted for under
the corridor approach which resulted in the defeofagains and losses. When using the
corridor approach, actuarial gains and losses dhbelamortized over the expected average
remaining working lives of the participating empb@g. Under IAS No. 19, “Employee
Benefits,” the Company elects to recognize actugdams and losses immediately in full in the
period in which they occur, as other comprehensigeme. The subsequent reclassification
to earnings is not permitted.

As of December 31, 2012 and January 1, 2012, adgpeasion cost of the Company was

adjusted for an increase of $10,674 thousand an#767thousand, respectively; deferred

income tax assets were adjusted for an increasl ®&38 thousand and $1,242 thousand,
respectively; and also deferred pension cost wasted for a decrease of $697 thousand and
zero, respectively. Pension cost and income tgpemse for the year ended December 31,
2012 were also adjusted for a decrease of $1,3s#nd and an increase of $223 thousand,
respectively; actuarial loss of $4,488 thousandnfidefined benefit plans and associated tax
benefit was recognized in other comprehensive igcom

Share-based payment

Employee stock options that were granted or matlifirethe period from January 1, 2004 to
December 31, 2007 are accounted for by the int&xjoes issued by the Accounting Research
and Development Foundation of the Republic of ChinBhe Company adopted the intrinsic

value method and any compensation cost determirmsny Lthis method is recognized in

earnings over the employee vesting period. Emgl®teck option plans that were granted or
modified after December 31, 2007 are accounteddong intrinsic value method in accordance
with the interpretations issued by Financial Sueny Commission of the Republic of China.

Under IFRSs, according to IFRS 2, unless the sbased payments cannot be measured
reliably, they should be accounted for using failue method. As a result, as of December 31,
2012 and January 1, 2012, IFRS adjustment resuttegh increase in “capital surplus” by
$52,918 thousand and $45,953 thousand, respectialy an increase in salary expense by
$6,965 thousand for the year 2012.
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e)

f)

g)

h)

Investee issues new shares and an investondoesirchase new shares proportionately

Under ROC GAAP, if an investee issues new shardsaaninvestor does not purchase new
shares proportionately, capital surplus and thg-tenm equity investment accounts should be
adjusted for the change in the investor’'s holdiegcpntage and interest in the investee’s net
assets. By contrast, under IFRSs, a reductiomwadsior's ownership interest that results in
loss of significant influence on or control overiamestee would be treated as deemed disposal,
with the related gain or loss recognized in profiloss. An entity may elect not to adjust the
difference retrospectively, and the Company elettedse the exemption from retrospective
application. As of December 31, 2012 and JanuaB012, the IFRS adjustment resulted in a
decrease in capital surplus - long-term equity $twents by $18,037 thousand and $18,037
thousand, respectively.

The fair value of the net identifiable assetquared in excess of the acquisition cost

Under ROC GAAP, the fair value of the net identf@a assets acquired in excess of the
acquisition cost is used to reduce the fair valueagh of the noncurrent assets acquired (except
for financial assets other than investments acesumbr by the equity method, noncurrent
assets held for sale, deferred income tax assefsaig pension or other postretirement benefit)
in proportion to the respective fair values of tt@current assets, with any excess recognized
as an extraordinary gain.

After converting to IFRS, the fair value and theguisition-related costs should be reassessed,
and the difference between carrying amount andrélassessed value should be recognized
immediately in profit or loss as an investment meoinstead of extraordinary gain. As a
result, as of December 31, 2012 and January 1, 2BRE adjustment resulted in an increase in
“property, plant and equipment” by $18,875 thousand $22,781 thousand, an increase in
“advance payments” by $19 thousand and $33 thousand an increase in “computer
software” by $47 thousand and $79 thousand, reispéct Also, the operating expense was
increased by $4,046 thousand for the year 2012.

Deferred charges

Under ROC GAAP, deferred charges are classifiedbther assets. Under IFRSs, deferred
charges should be reclassified as property, pladt equipment; intangible assets; prepaid
expenses; or long-term prepaid expenses, depemdinidpe nature of these charges. Thus,
based on IFRSs, as of December 31, 2012 and Jahu&y12, deferred charges of $10,472

thousand and $16,019 thousand, respectively, wendassified as property, plant and

equipment; deferred charges of $7,587 thousand $4/j785 thousand, respectively, were

reclassified as other intangible assets; and dafectharges of $68,985 thousand and $42,426
thousand, respectively, were reclassified as advpagments.

Prepayments for equipment

Under ROC GAAP, prepayments for equipment are ifladsas property, plant and equipment.
Under IFRSs, prepayments for equipment should tlagsified as prepaid expenses and should
be treated as current or noncurrent on the bastheoexpected length of the realization or
settlement period. Thus, based on IFRSs, prepagnienequipment of $201,271 thousand
and $171,695 thousand as of December 31, 2012 amdhd/ 1, 2012, respectively, were
reclassified as prepaid expenses.
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)

)

K)

m)

Land tenures

Under ROC GAAP, land tenures are classified asgitde asset. Under IFRSs, land tenures
should be reclassified as prepaid leases. Thusedban IFRSs, land tenures of $60,982
thousand and $65,510 thousand as of December 32, &@d January 1, 2012, respectively,
were reclassified as prepaid leases.

Accrued expenses

Accrued expenses should be classified as otherbjesy/after the transition to IFRSs. As a
result, accrued expenses of $879,423 thousand&28J@83 thousand as of December 31, 2012
and January 1, 2012, respectively, were classigedther payables.

Idle assets and leasing assets

Under IFRSs, idle assets and leasing assets shmldeclassified as property, plant and
equipment.

Line items in the consolidated statement of caghpnsive income

In accordance with the Guidelines Governing the&a&tion of Financial Reports by Securities
Issuers before its amendment due to the adoptiolrREs, operating income shown in the
consolidated income statement only includes neatssalost of sales and operating expenses.
Under IFRSs, based on the nature of operating dcgiogis, rental revenue, depreciation of
rental assets, net loss on disposal of properigmntpand equipment and other assets, and
impairment loss on idle assets, are reclassifiedtiasr operating gains and losses, which are
reflected in consolidated operating income.

Based on IFRS, rental income of $27,690 thousawel bn disposal of property, plant and
equipment of $1,821 thousand and reversal of impait loss on property, plant and equipment
of $396 thousand, for the year ended December @2 Wvere reclassified as other operating
gains and losses.

Financial assets carried at cost

Under ROC GAAP, investments in equity instrumenité wo quoted prices in an active market
and with fair values that cannot be reliably meadusuch as non-publicly traded stocks and
stocks traded in the Emerging Stock Market, are sonewl at their original cost. After
converting to IFRS, equity instruments which wessignated as available-for-sale financial
assets or not designated as financial assets ratvdhie through profit or loss should be
reclassified as available-for-sale financial asaats measured at fair value.

Thus, based on IFRSs, financial assets carriedsitat $56,345 thousand as of December 31,
2012, were reclassified as available-for-sale fomrassets.

Time deposits with periods over three months

Under ROC GAAP, time deposits that can be readiigninated and withdrawn without adverse
effect on the principal are accounted for as caglivalents.

After converting to IFRS, time deposits with pesodf over three months are not usually
recognized as cash and cash equivalents. Thossitewith fixed or determinable payments
that are not quoted in an active market and withodit period of over three months should be
classified as other financial assets.
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C.

Thus, based on IFRSs, cash equivalents of $64/@2%and as of December 31, 2012, were
reclassified as other financial assets.

The Company has prepared the above assessmentspliance with (a) the 2010 version of the IFRSs
translated by the ARDF and issued by the FSC ahdhé Guidelines Governing the Preparation of
Financial Reports by Securities Issuers amendedsanédd by the FSC on December 22, 2011. These
assessments may be changed as the FSC may issualegwgoverning the adoption of IFRSs, and as
other laws and regulations may be amended to comiplythe adoption of IFRSs. Thus, actual IFRS
accounting policies adopted in the future may diffem those contemplated during the assessments.
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