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Independent Auditors' Review Report

To the Board of Directors of WIN Semiconductors Corp.:

We have reviewed the accompanying consolidated balance sheets of WIN Semiconductors Corp. (the
“Company™) and its subsidiaries as of March 31, 2017 and 2016, and the related consolidated statements of
comprehensive income, changes in equity and cash flows for the three months ended March 31, 2017 and 2016.
These consolidated interim financial statements are the responsibility of the Company’s management. Our
responsibility is to issue a report on these consolidated interim financial statements based on our review.

We conducted our reviews in accordance with Statement on Auditing Standard 36, "Engagements to Review
Financial Statements". A review consists principally of inquiries of the Company's personnel and analytical
procedures applied to financial data. It is substantially less in scope than an audit in accordance with the
generally accepted auditing standards, the objective of which is the expression of an opinion regarding the
consolidated interim financial statements taken as a whole. Accordingly, we do not express such an opinion.

The Company and its subsidiaries’ investments accounted for using the equity method of NT$301,712 thousand
and NT$540,808 thousand as of March 31,2017 and 2016, and the share of loss of associates and joint ventures
accounted for using the equity method of NT$18,523 thousand, NT$5,927 thousand for the three months ended
March 31, 2017 and 2016, respectively, were accounted for in accordance with the equity method based on the
unreviewed financial statements of the related investees.

Based on our reviews, except for the effects of possible adjustments, if any, that might have been determined to
be necessary had the investee companies’ financial statements been reviewed as discussed in the preceding
paragraph, we are not aware of any material modifications that should be made to the consolidated interim
financial statements referred to in the first paragraph in order for them to be in conformity with the “Regulations
Governing the Preparation of Financial Reports by Securities Issuers” and the International Accounting
Standard 34 “Interim Financial Reporting™ endorsed by the Financial Supervisory Commission of the Republic
of China.
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In accordance with the generally accepted auditing standards and the “Regulations Governing Auditing and
Certification of Financial Statements by Certified Public Accountants” in the Republic of China, we have
previously audited the consolidated financial statements of the Company and its subsidiaries, which comprise
the consolidated financial statements as of and for the year ended December 31, 2016, and notes, comprising a
summary of significant accounting policies and other explanatory information (not presented herein). In our
auditors’ report dated March 23, 2017, we expressed an unmodified audit opinion on those consolidated
financial statements. Based on the opinion dated March 23, 2017, the information set forth in the accompanying
consolidated statement of financial position as at December 31, 2016 is fairly stated, in all material respects, in
conformity with the consolidated financial statements from which it has been derived.

KPMG

Taipei, Taiwan (The Republic of China)
May 5, 2017

Notes to Readers

The accompanying consolidated financial statements are intended only to present the consolidated statement of financial position,
financial performance and its cash flows in accordance with the accounting principles and practices generally accepted in the Republic of
China and not those of any other jurisdictions. The standards, procedures and practices to review such consolidated financial statements
are those generally accepted and applied in the Republic of China.

The auditors’ report and the accompanying consolidated financial statements are the English translation of the Chinese version prepared
and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the English and Chinese
language auditors’ report and consolidated financial statements, the Chinese version shall prevail.
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(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese)
Reviewed only, not audited in accordance with the generallv accepted auditing standards
WIN Semiconductors Corp. and Its Subsidiaries

Consolidated Statements of Comprehensive Income
For the three months ended March 31, 2017 and 2016
(Expressed in Thousands of New Taiwan Dollars , Except for Earnings Per Common Share)

For the three months ended March 31

2017 2016
Amount % _Amount %
Operating revenue $ 3282331 100 3,292,082 100
Operating costs (notes 6{d),6(e),6(f),6(h),6(j),6(0),6(t), 7 and 12) (2.177,662) _{66) _ (1,918,494} _(38)
Gross profit from operating 1,104,669 _ 34 1,373,588 _ 42
Operating expenses (notes 6(h),6(i),6(j),6(0),6(1),7 and 12):
Selling expenses (45,229) (1) (43,130) (M)
Administrative expenses (180,723) (6) (159,111)  (3)
Research and development expenses (147,.200) _ (5) (165.216) __(5)
Total gperating expenses (373.152) _(12) (367.457) _(11)
Net operating income 731,517 _ 22 1,006,131 _ 31
Non-operating income and expenses (notes 6{c), 6(f) and 6(u)) ¢
Other income 29,536 - 15,871 -
Other gains and losses {140,158) (4) (12,718 -
Finance costs (13,122) - 5 -
Share of Joss of associates and joint ventures accounted for using equity method (15973 _ - (4.306) _ -
Totzl non-operating income and expenses {139.117) __(4) (1.248) _ -
Profit before tax 591,800 18 1,004,883 31
Total tax expense {note 6(p)) {95.373) _ (3) (165,390) _ (5)
Profit 496427 _ 15 839.493 _ 26
Other comprehensive income (loss):
Components of other comprehensive income (loss) that will be reclassified to profit
or loss (notes 6{),6(p) and 6(q)) ’
Exchange differences on translation of foreign financial statements (83,487) (3) (14,833) -
Unrealised gains (fosses) on valuation of available-for-sale financial assets 353,025 11 190,378 5
Share of other comprehensive income of associates and joint ventures accounted for
using equity method 781 - (2,909 -
Income tax related to components of other comprehensive income that will be
reclassified to profit or loss - - - -
Total components of other comprehensive income that will be reclassified fo
profit or loss 270319 __ 8§ 172636 __ 5
Other comprehensive income 270,319 _ 8 172,636 _ 5
Total comprehensive income §___J66.746 _ 23 _ 1,012,129 _ 31
Profit (loss), attributable to: - -
Profit attributable to owners of parent § 496,468 15 830,493 26
Loss attributable to non-controlling interests “n _- - —_
§__ 496427 __15 839493 _ 26
Comprehensive income attributable to: - -
Comprehensive income, attributable to owners of parent § 758884 23 1,012,129 31
Comprehensive income , attributable to non-controlling interests 7862 _ - - -
§__ 766,746 _ 23 _ 1,012,129 _ 31
Earnings per common share (expressed in dollars)(note 6(s)) - -
Basic eamings per share b 1.23 141
Diluted earnings per share 8 1.23 1.40

See accompanying notes to financial statements.
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(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese)
Reviewed only, not audited in accordance with the generally accepted auditing standards

WIN Semiconductors Corp. and Its Subsidiaries
Consolidated Statements of Cash Flows
For the three months ended March 31, 2017 and 2016
{Expressed in Thousands of New Taiwan Dollars)

For the three months ended March 31

2017 2016
Cash flows from (used in) operating activities:
Profit before tax $ 591.800 1.004.883
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation expense ’ 573,644 504,393
Amortization expense 11,037 6,769
Net gain on financial assets or liabilities at fair value through profit or loss (20,679) (11,837)
Interest expense 13,122 95
Interest income (3,319 (2.656)
Dividend income (2,346) {1,201)
Share of loss of associates and joint ventures accounted for using equity method 18,523 5927
Loss on disposal of property, plan and equipment - 5
Less (gain) on disposal of investments 1,369 (609)
Impairment loss on financial assets 880 -
Changes in biological assets at fair value (1.884) -
Total adjustments to reconcile profit 589.847 500.886
Changes in operating assets and liabilities:
Changes in operating assets:
Decrease (increase) in current financial assets at fair value through profit or loss 962 (49,464)
Decrease (increase) in notes and accounts receivable, net 66,756 (211,167}
Increase in inventories (65,581) (89,127
Increase in biological assets (52,158) -
Decrease in other current assets 9.004 88.260
Total changes in operating assets (41.017) (261.498)
Changes in operating liabilities:
Increase (decrease) in notes and accounts payable 59,718 (192,170)
Decrease in other payable (151.985) (10.417)
Decrease in other current lizbilities {28,766) (345,136)
Increase in other non-current liabilities 531 502
Total changes in operating lizbilities (120.502) (547.221)
Total changes in operating assets and liabilities {161.519) (80B.719)
Cash inflow generated from operations 1,020,128 697,050
Income taxes paid (308) (199)
Net cash flows from operating activities 1.019.820 696,851
Cash flows from (used in) investing activities:
Acquisition of current financial assets at fair value through profit or loss (65,963) (1,046,802)
Proceeds from disposal of current finencial assets at fair value through profit or loss 69,745 1,349,899
Acquisition of current available-for-sale financial assets - (21,732)
Acquisition of non-current available-for-saie financial assets {120,000) (M7,119)
Proceeds from disposal non-current available-for-sale financial assels 1,053 -
Acquisition of investments accounted for vsing equity method (30,330) -
Proceeds from capital reduction of investments accounted for using equity method - 109,426
Increase in prepayments for investments - {193,140)
Acquisition of property, plant and equipment (544,569) {270,972)
Acquisition of intangible assets (11,136} (244)
Increase in other non-current assets (5,116} {1,228}
Increase in prepayments for business facilities (468,899) (608,137)
Interest received 3,667 2,481
Dividends received - 1.201
Net cash flows used in investing activities (1.171.548) (796.367)
Cash flows from (used in) financing activities:
Increase {decrease) in short-term loans - (23,656)
Proceeds from long-term debt . 1,766,500 250,000
Repayments of long-term debt (629,410) (272,722)
Increase in other non-current liabilities 3,068 -
Exercise of emiployee share options - 2,902
Payments to acquire treasury shares (114.515) -
Interest paid (12,299 157
Change in non-centrolling interests 72.792 -
Net cash flows from (used in) financing activities 1.086.136 (43.319)
Effect of exchange rate changes on cash and cash equivalents {44,591 (9.061)
Net increase (decrease) in cash and cash equivalents 889,817 {151,896}
Cash and cash equivalents at beginning of period 2.388.143 1.869.657
Cash and cash equivalents at end of period 5 3,277,960 LM761

See accompanying notes to financial statements.



(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese)
Reviewed only, not audited in accordance with the generally accepted auditing standards as of March 31, 2017 and 2016

WIN Semiconductors Corp. and Its Subsidiaries
Notes to the Consolidated Interim Financial Statements
March 31, 2017 and 2016
(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history:

WIN Semiconductors Corp. (the “Company™) was incorporated on October 16, 1999 as a company limited
by shares and registered under the Ministry of Economic Affairs, R.O.C. The address of the Company’s
registered office is No. 69, Keji 7th Rd., Hwaya Technology Park, Guishan Dist., Taoyuan City, Taiwan.

The main operation the Company and its subsidiaries (together referred to as “the Group™) are as follows:
(8) Researching, developing, manufacturing, and selling of GaAs wafers.
(b) Developing hog farming technology and trading.

(2) Approval date and procedures of the consolidated financial statements:

These consolidated interim financial statements for the three months ended March 31, 2017 and 2016 were
reported to the Board of Directors and issued on May 5, 2017.

(3) New standards, amendments and interpretations adopted:

(a) Impact of the International Financial Reporting Standards ("IFRSs") endorsed by the Financial
Supervisory Commission, R.O.C. ("FSC"} which have already taken effect.

The Group is are required to conform to the IFRSs which were issued by the Imternational
Accounting Standards Board (IASB) before January 1, 2016, and were endorsed by the FSC on
January 1, 2017 in preparing their consolidated financial statements. The related new standards,
interpretations and amendments are as follows:

Effective date per
New, Revised or Amended Standards and Interpretations JASB
Amendments to IFRS 10, IFRS 12 and IAS 28 "Investment Entities: Applying January 1, 2016
the Consolidation Exception”

Amendment to IFRS 11 "Accounting for Acquisitions of Interests in Joint January 1, 2016
Operations"

IFRS 14 "Regulatory Deferral Accounts” January 1, 2016
Amendment to IAS 1 "Disclosure Initiative" January 1, 2016

Amendments to IAS 16 and IAS 38 "Clariﬁcatioh of Acceptable Methods of January 1, 2016
Depreciation and Amortization"

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

(Continued)
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WIN Semiconductors Corp. and Its Subsidiaries
Notes to Consolidated Financial Statements

Effective date per

New, Revised or Amended Standards and Interpretations IASB
Amendment to IAS 27 "Equity Method in Separate Financial Statements” January 1, 2016
Amendment to IAS 36 "Recoverable Amount Disclosures for Non-Financial January 1, 2014
Assets"
Amendment to IAS 39 "Novation of Derivatives and Continuation of Hedge January 1, 2014
Accounting”
Anmual improvements cycles 2010-2012 and 2011-2013 July 1, 2014
Annual improvements cycle 2012-2014 January 1, 2016
IFRIC 21 "Levies" January 1, 2014

Except for the following items, the Group believes that the adoption of the above IFRSs would not
have a material impact on the consolidated financial statements:

Amendments to IAS 36 "Recoverable Amount Disclosures for Non Financial Assets™:

Under the amendments, the recoverable amount is required to be disclosed only when an impairment
loss has been recognized or reversed. In such cases, the amendments also require that the following
be disclosed if the recoverable amount is based on fair value less costs of disposal:

(i} the level of the fair value hierarchy within which the fair value measurement is categorized;
and

(i) the valuation technique(s) used for fair value measurements categorized within Levels 2 and 3
of the fair value hierarchy, and the key valuation assumptions made.

The Group will include the required disclosures.

Newly released or amended standards and interpretations not yet endorsed by the FSC

A summary of the new standards and amendments issued by the IASB but not yet endorsed by the
FSC. The FSC announced that the Group should apply IFRS 9 and IFRS 15 starting January I, 2018.
As of the date the Group’s financial statements were issued, the FSC has yet to announce the
effective dates of the other IFRSs. As of the end of reporting date is as follows:

Effective date
New, Revised or Amended Standards and Interpretations per 1ASB
IFRS 9 "Financial Instruments" January 1, 2018
Amendments to IFRS 10 and IAS 28 "Sale or Contribution of Assets Between an  Effective date to
Investor and Its Associate or Joint Venture" be determined by
IASB
IFRS 15 "Revenue from Contracts with Customers" Janvary 1, 2018

(Continued)



WIN Semiconductors Corp. and Its Subsidiaries
Notes to Consolidated Financial Statements

New, Revised or Amended Standards and Interpretations

10

Effective date
per JASB

IFRS 16 "Leases"

Amendment to IFRS 2 "Clarifications of Classification and Measurement of
Share-based Payment Transactions”

Amendment to IFRS 15 "Clarifications of IFRS 15"
Amendment to IAS 7 "Disclosure Initiative"

Amendment to IAS 12 "Recognition of Deferred Tax Assets for Unrealized
Losses"

Amendment to IFRS 4 " Insurance Contracts"(“Applying IFRS 9 Financial
Instruments with IFRS 4 Insurance Contracts™)
Annual Improvements to IFRS Standards 2014-2016 Cycle:

IFRS 12 "Disclosure of Interests in Other Entities"

IFRS 1 "First-time Adoption of International Financial Reporting Standards"

and IAS 28 "Investments in Associates and Joint Ventures"
IFRIC 22 "Foreign Currency Transactions and Advance Consideration"

Amendment to [AS 40 Investment Property

January 1, 2019
January 1, 2018

Januvary 1, 2018
January 1, 2017
January 1, 2017

January 1, 2018

January 1, 2017
January 1, 2018

January 1, 2018
January 1, 2018

The Group is still currently determining the potential impact of the standards listed below:

Issuance / Release

Dates Standards or Interpretations Content of amendment
May 28, 2014 IFRS 15 "Revenue from IFRS 15 establishes a five-step model for
April 12,2016 Contracts with Customers" recognizing revenue that applies to all

contracts with customers, and will supersede
TIAS 18 "Revenue," IAS 11 "Construction
Contracts,” and a number of revenue-related

interpretations.

Final amendments issued on April 12, 2016,
clarify how to (i} identify performance
obligations in a contract; (ii} determine
whether a company is a principal or an agent;
(iii) account for a license for intellectual
property (IP); and (iv) apply transition

requirements.

(Continued)
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Issuance / Release :
Dates Standards or Inferpretations Content of amendment

November 19,2013 IFRS 9 "Financial Instruments" The standard will replace IAS 39 "Financial
July 24,2014 Instruments: Recognition and Measurement",

and the main amendments are as follows:

« Classification and measurement: Financial
assets are measured at amortized cost, fair
value through profit or loss, or fair value
through other comprehensive income,
based on both the entity's business model
for managing the financial assets and the
financial assets' contractual cash flow
characteristics. Financial liabilities are
measured at amortized cost or fair value
through profit or loss. Furthermore, there is
a requirement that "own credit risk"
adjustments be measured at fair value
through other comprehensive income.

Impairment: The expected credit Iloss
model is used to evaluate impairment.

L]

Hedge accounting: Hedge accounting is
more closely aligned with risk management
activities, and hedge effectiveness is
measured based on the hedge ratio.

January 13, 2016 IFRS 16 "Leases" The new standard of accounting for lease is
amended as follows:

» For a contract that is, or contains, a lease,
the lessee shall recognize a right-of-use
asset and a lease liability in the balance
sheet. In the statement of profit or loss and
other comprehensive income, a lessee shall
present interest expense on the lease
liability separately from the depreciation
charge for the right-of use asset during the
lease term.

* A lessor classifies a lease as either a
finance lease or an operating lease, and
therefore, the accounting remains similar
to IAS 17.

(Continued)
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Issuance / Release
Dates Standards or Interpretations Content of amendment
December 8, 2016  Amendment to IAS 40 The amendments specify that a transfer into,

"Investment Property" or out of, investment property would be made
only when there has been a change in use of a
property, supported by evidence that a change
in use has occurred. The amendments also
clarify that the list of circumstances that
provide evidence of a change in use includes
the commencement of development with a
view to owner-occupation.

The Group is evaluating the impact on its financial position and financial performance of the initial
adoption of the abovementioned standards or interpretations. The results thereof will be disclosed
when the Group completes its evaluation.

(4) Summary of significant accounting policies:

Except the following accounting policies mentioned below, the significant accounting policies adopted in
the consolidated interim financial statements are the same as those in the consolidated financial statement
for the year ended December 31, 2016. For the related information, please refer to note 4 of the
consolidated financial statements for the year ended December 31, 2016.

(a)

(b

Statement of compliance

The consolidated interim financial statements are the English translation of the Chinese version
prepared and used in the Republic of China. If there is any conflict between, or any difference in the
interpretation of the English and Chinese language consolidated financial statements, the Chinese
version shall prevail.

These consolidated interim financial statements have been prepared in accordance with the
preparation and guidelines of IAS 34 “Interim Financial Reporting™ which are endorsed by FSC and
do not include all of the information required by the Regulations and International Financial
Reporting Standards, International Accounting Standards, IFRIC Interpretations and SIC
Interpretations endorsed by the FSC (hereinafter referred to IFRS endorsed by the FSC) for full
annual consolidated financial statements.

Basis of consolidation

(i) Except the following principles of preparation mentioned below, the Principles of preparation
of the consolidated interim financial statements are the same as those of the consolidated
financial statements for the year ended December 31, 2016. For the related information, please
refer to note 4(c) of the consolidated financial statements for the year ended December 31,
2016.

(Continued)
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(if) List of subsidiaries in the consolidated interim financial statements:

Sharcholding
Name of March 31, December 31, March 31,
investor Name of subsidiary Principal activity 2017 2016 2016

The Company WIN SEMI. USA, INC. Marketing 100,00 % 100,00 % 100.00 %

The Company Win Semiconductors Cayman Islands Co., Ltd. {(abbrev. Win Cayman) Selling of GaAs wafers 100.00 % 10K % 100,00 %

The Company WIN Venture Capital Comp. Investment activities 100.00 % 100.00 % 100.00 %

Win Cayman Chainwin Agriculture and Animal Technology (Cayman Islands) Lid. (abbrev. Investment activities 43.75 % 43.75 % -

Chainwin Cayman) Note 1) (Note 1)

Chainwin Cayman Jiangsu Chainwin Kang Yuan Agriculiure Development Co., Lid. (Note 2) Developing hog farming 100.00 % 100.00 % -
technclogy and trading

Chainwin Cayman Jiangsu CM / Merit Agricalture Development Co,, Ltd, Devsloping hog farming $0.00 % 60.00 % -
technology and trading

Chainwin Cayman Jiangsu Merit / CM Agriculture Development Co,, Lid, Developing hog farming 50.00 % 60.00 % -
technology and trading

Chainwin Cayman Jiangsu Merit / Cofcojoycome Agricultuze Development Co,, Ltd, Developing hog farming, 60.06 % 60.00 % -
technology and 1rading

Chainwin Cayman Jizngsu Chainwin Agriculture and Animal Technelogy Co., Ltd, Developing hog farming 10000 % 100.00 % -
technology and irading

Chainwin Cayman Formosa Fortune Group Co,, Lid. (abbrev. Formosa BVI) Investment activities 100,00 % 100,00 % -

Chainwin Cayman Hangsu Merit Runfu Agriculture Development Co., Ltd. Developing hog farming 5044 % 50.44 % .
technology and trading

Fortune BY1 Hangsu Merit Runfu Agriculture Development Co., Lid. Developing hop farming 49.565 % 49.56 %

1echnology and trading

Note 1: Win Cayman does not hold more than half of the equity shares of Chainwin Cayman, directly or indirectly. However, Win
Cayman has acquired the right to manage the operating policies of Chainwin Cayman and has control over its Board of
Directors since August 19, 2016, Therefore, Chainwin Cayman is deemed to be a subsidiary of Win Cayman. Please refer
to note 6(g) of the consolidated financial staternents for the year ended December 31, 2016 for further information.

Note 2: Jiangsu Kang Yuan Merit Agriculture Development Co., Ltd renamed Jiangsu Chainwin Kang Yuan Agriculture
Development Co., Ltd. in January 2017.

(iii) List of subsidiaries which are not included in the consolidated financial statements: None.
Income taxes

Income tax expense in the interim financial statements is measured and disclosed according to
paragraph B12 of IAS 34 “Interim Financial Reporting.”

Income tax expenses for the period are best estimated by muitiplying pretax income for the interim
reporting period by the effective annual tax rate as forecasted by the management. This should be
recognized fully as tax expense for the current period.

Temporary differences between the carrying amounts of the assets and liabilities for financial
reporting purposes and their respective tax bases which were recognized directly in equity or in other
comprehensive income as tax expense shall be measured based on the tax rates that have been
enacted or substantively enacted at the time when the asset or liability is realized or settled.

Defined benefit plans

The pension cost in the consolidated interim financial statements was calculated and disclosed on a
year-to-date basis by using the actuarially determined pension cost rate at the end of the prior fiscal
year.

(Continued)
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(5) Significant accounting assumptions and judgments, and major sources of estimation uncertainty:

The preparation of the consolidated interim financial statements in conformity with IFRSs (in accordance
with IAS 34 “Interim Financijal Reporting” and approved by FSC) requires management to make
judgments, estimates and assumptions that affect the application of the accounting policies and the
reported amount of assets, liabilities, income and expenses. Actual results may differ from these estimates.

The preparation of the consolidated interim financial statements, estimates and underlying assumptions are
reviewed on an ongoing basis which are in conformity with the consolidated financial statements for the
year ended December 31, 2016. For the related information, please refer to note 5 of the consolidated
financial statements for the year ended December 31, 2016.

(6) Explanation of significant acconnts:

Except for the following disclosure, the significant account disclosure in the consolidated interim financial
statements for the three months ended March 31, 2017, which compare with the consolidated financial
statements for the year ended December 31, 2016, was not changed significantly. For the related
information, please refer to note 6 of the consolidated financial statements for the year ended December

31, 2016.

(a) Cash and cash equivalents

March 31, December 31, March 31,

2017 2016 2016
Cash on hand $ 264 227 199
Cash in bank 3,263,289 2,212,048 591,466
Time deposits 14,407 175,868 1,126.096
$ 3,277,960 2,388,143 1,717,761

Refer to note 6(v) for the fair value sensitivity analysis and interest rate risk of the financial assets
and liabilities of the Group.

(b) Financial instruments
(i} Current financial assets at fair value through profit or loss:

March 31, December 31, March 31,

2017 2016 2016
Stocks listed on domestic markets $ 159,542 153,794 133,182
Money market funds, equity funds and
bond funds 74.432 64,456 640.319
$ 233,974 218,250 773.501

Refer to note 6(u) for the gains or losses on disposals of investment and the amount of
remeasurement at fair value though profit or loss.

(Continued)
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(ii) Current available-for-sale financial assets:
March 31, December 31, March 31,
2017 2016 2016
Stocks listed on domestic markets $ 1.313.717 974,767 838,533
(iii) Non-current available-for-sale financial assets:
March 31, December 31, March 31,
2017 2016 2016
Stocks listed on domestic markets $ 12,748 13,628 20,183
Stocks listed on foreign markets 498,079 427,563 373,002
Non-public stocks 655,396 656,245 632,276
Private fund (Note) 585.448 527.831 362.420
$ 1,752,171 1,625,267 1.387.881
Note: As of March 31, 2017, the private fund is during the lock-up period.
Refer to note 6(u) for the gain or losses on disposals of investments.
(iv) Non-current financial assets at cost:
March 31, December 31, March 31,
2017 2016 2016
Foreign unlisted stocks b 23,354 24,832 -
Less: accumulated impairment - - -
Total b 23,354 24,832 -
According to the Group’s intention, its investment in foreign unlisted stocks should be
classified as available-for-sale financial assets. However, as foreign unlisted stocks are not
traded in active market, and no sufficient industry information of companies similar to such
foreign unlisted stocks® or its financial information cannot be obtained, the fair value of the
investment in foreign unlisted stocks cannot be measured reliably. The Group classified those
stocks as “Non-current financial assets at cost™.
(v) Non-current investments in debt instrument without active market:
Nominal March 31, December 31, " March 31,
Issue period rate (%) 2017 2016 2016
Preferred stock B 2012.11.23~2019.11.22 - % % 92,600 92,600 159,600

(vi) As of March 31, 2017, December 31 and March 31, 2016, the financial assets were not
pledged. For information on the Group’s currency risk and credit risk was disclosed in note

6(v).

(Continued)
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March 31, December 31, March 31,
2017 2016 2016
Notes receivable 3 - - 857
Accounts receivable 1,004,084 1,071,937 915,966
Less : ailowance for doubtful accounts (2.126) (3.223) (5.628)
3 1,001,958 1,068,714 911.195

At the reporting date, the Group’s aging analysis of notes and accounts receivable that were past due

and not impaired, were as follows:

March 31, December 31, March 31,
2017 2016 2016
Past due 1~60 days $ 22,021 96,438 63,683
Past due 61~180 days - 2,023 -
Past due more than 181 days - - -
$ 22,021 98,461 63,683
The movement of allowance for doubtful accounts were as follows:
Individually  Collectively
assessed assessed
impairment impairment Total
Balance at January 1, 2017 b 3,223 - 3,223
Impairment loss reversed (962) - (962)
Effect of changes in foreign exchange rates (135) - (135)
Balance at March 31, 2017 $_ 2126 - 2,126
Individually  CoHectively
assessed assessed
impairment impairment Total
Balance at January 1, 2016 b 5,673 - 5,673
Effect of changes in foreign exchange rates (45) - {45
Balance at March 31, 2016 $ 5,628 - 5,628

(Continued)
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The Group’s policy of allowance for receivables is as follows:

Assessment method:

(i) At the balance sheet date, the Group evaluates the probability of collection regarding the
receivable in accordance with each customer.

(i) The Group may recognise 100% allowance of doubtful accounts based on the expectancy of
bad debt by assessing the financial and operating conditions of each customer.

Impairment loss recognised for individually assessed impairment was the difference between the

carrying amount and the amount expected to be collected. The Group also considered the fluctuation
of the economic circumstances and historical collection to determine the recognition of impairment.

The Group establishes a policy of allowance for doubtful accounts based on historical trends of the
probability of default and the timing of recoveries and the amount of loss incurred. The policy is
mainly based on the characteristic of industry and the conservative of business cove.

The Group believed that no impairment allowance was necessary with respect to the past due
receivables that were collectable.

As of March 31, 2017, December 31 and March 31, 2016, the notes and accounts receivable, net
were not pledged.

Inventories
March 31, December 31, March 31,
2017 2016 2016
Raw materials, supplies and spare parts 3 1,773,268 1,868,533 1,601,188
Work in process 673,666 559,185 579,077
Finished goods 346,079 299.714 353.953
b 2,793,013 2,727432 2,534,218

Except cost of goods sold and inventories recognized as expenses, the remaining gain or losses
which were recognised as operating cost or deduction of operating cost were as follows:

Three months Three months
ended ended
March 31,2017  March 31, 2016
Reversal of inventories write-downs S 3.874 21,403
Revenue from sale of scraps S 2.541 1,195

As of March 31, 2017, December 31 and March 31, 2016, the inventories were not pledged.

(Continued)
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(e) Biological assets

(@)

(ii)

(iif)

(iv)

List of biological assets:

March 31, December 31, March 31,

2017 2016 2016
Consumable biological assets b 125,472 133,029 -
Bearer biclogical assets $ 97,518 48,290 -

Change in biclogical assets:

Three months ended

March 31, 2017

Balance as of January 1, 2017 $ 181,319
Increase due to purchase 26,875
Input costs 127,795
Depreciation expenses (3,171)
Decrease due to sales (102,512)
Changes in fair value less costs to sell due to price changes 1,884
Effect of changes in foreign exchange rates (9.200)
Balance as of March 31, 2017 $ 222.990
Current $ 125,472
Non-current 97.518

$ 222,990

The gain of $1,884 thousand was recognized as operating costs of the consolidated statement
of comprehensive income as a result of the remeasurement of biological assets at the lower of
its carrying amount or fair value less costs to sell.

As of March 31, 2017 and December 31, 2016, number of the biological assets as follows:

March 31, December 31,
2017 2016
Farrows, hogs and breeders 33,509 34,100

For the three months ended March 31, 2017, the Group sold 13,042 hogs.

Fair value

The Group uses valuation method to measure its biological assets to determine the fair value of
the hogs and the farrows (which are required to reach a certain weight), less, cost to sell at the
end of the reporting period. If biological asset does not have a quoted market price in an active
market, the asset is measured at cost less accumulated depreciation and impairment losses.

(Continued)
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Costs of the biclogical assets include all of the costs within the growth cycle, such as the cost
of new-born farrows, the feed and the raising farm. The cost of the productive biological assets
shall be depreciated on a systematic basis over the producible term. The amortized term are
within 24 to 36 months. For the three months ended March 31, 2017, the depreciation expenses
of biological assets (which will be converted into its breeding biological assets) were $3,171
thousand.

{v) The Group is exposed to the following risks relating to its hog farming.
1}  Regulations and environmental risks

The Group is subject to laws and regulations in various countries in which it operates.
The Group has established environmental policies and procedures aimed at complying
with the local environment and other laws. Management performs regular reviews to
identify environmental risks and to ensure that systems in place are adequate to manage
those risks.

2)  Supply and demand risks

The Group is exposed to risks arising from fluctuations in the price and sales volume of
hogs. When possible, the Group manages this risk by aligning its farming volume with
market supply and demand. Management performs regular industry trend analyses to
ensure that the Group’s pricing structure is in line with the market and to ensure that
projected farming volumes are consistent with the expected demand.

3) Climate and other risks

The Group’s hog farming is exposed to the risk of damage from climate change, diseases,
and other natural forces. The Group has extensive processes in place aimed at monitoring
and mitigating those risks, including regular pig health inspections and industry pest and
disease surveys.

(vi) AsofMarch 31,2017 and December 31, 2016, the biological assets were not pledged.
Investments accounted for using equity method

The components of investments accounted for using the equity method at the reporting date were as
follows:

March 31, December 31, March 31,
2017 2016 2016
Associates b 301,712 291,036 540,808

(Continued)
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Associates

On December 14, 2015, the Group acquired 40% of the shares of Rainbow Star Group Limited
for $32,590 thousand in cash, and has significant influence on it. In March 31,2017, the Group
subscribed the new shares contributed by Rainbow Star Group Limited for $30,330 thousand
and the percentage of the Group’s ownership increased to 49.3%. However, the Group do not
have the current ability to direct the relevant activities of Rainbow Star Group Limited. The
Group did not control it.

On November 18, 2015, the Group acquired 28.63% shares of Merit Biotech (Cayman Islands)
Co., Ltd. for $195,540 thousand in cash, and has a significant influence on it. On January 4,
2016, Merit Biotech (Cayman Islands) Co., Ltd. approved a cash subscription, wherein the
Group did not subscribe any new shares. Therefore, the percentage of the Group’s ownership
decreased to 22.22%. The Group still has a significant influence on Merit Biotech (Cayman
Islands). Co., Ltd. In March 2016, the Group subscribed the new shares contributed by Merit
Biotech (Cayman Islands) Co., Ltd. for $193,140 thousand. However, the process of the
subscription has not yet been completed and therefore, on March 31, 2016, the prepayment
mentioned above, was recognized as non-current prepayments for investments.

The Group subscribed the new shares contributed by Merit Bitech (Cayman Islands) Co., Ltd.
for $293,580 thousand from April 1, 2016 to June 30, 2016. On August 19, 2016, Merit
Biotech (Cayman Islands) Co., Ltd. was renamed Chainwin Agriculture and Animal
Technology (Cayman Islands) Ltd. (abbrev. Chainwin Cayman). The Group has controlled
over Chainwin Cayman through its re-elected Board of Directors on August 19, 2016. The
Group held 43.75% of equity shares.

Summary of financial information for the individually insignificant investments in associates
accounted for using the equity method were as follows. The aforementioned financial

information was included in the consolidated financial statements of the Group:

March 31, December 31, March 31,
2017 2016 2016

Total equity of the individually

insignificant investments in
associates $ 301,712 291,036 540,808

Three months Three months
ended ended
March 31, 2017 March 31, 2016

Attributable to the Group:
Net loss $ (18,523) (5,927)
Other comprehensive income (loss) 781 (2.909)
Total comprehensive income (loss) $ (17,742) (8,830)

(Continued)
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(i) As of March 31, 2017, December 31 and March 31, 2016, the investments accounted for using
equity method were not pledged.

Material non-comtrolling interests of subsidiaries
The material non-controlling interests of subsidiaries were as follows:

Percentage of non-

controlling interests
Subsidiaries Main operation place March 31, 2017
Chainwin Cayman Cayman Islands 56.25 %

The following information of the aforementioned subsidiaries have been prepared in accordance
with the Regulations Governing the Preparation of Financial Reports by Securities Issuers. Included
in these information are the fair value adjustment made during the acquisition and relevant
difference in accounting principles between the Group as at the acquisition date. Intra-group
transactions were not eliminated in this information.

March 31, December 31,
2017 2016
Current assets $ 816,536 1,000,869
Non-current assets 594,378 334,984
Current liabilities (145,308) (85,042)
Non-current liabilities (2.878) -
Net assets b 1,262,728 1,250,811
Three months
ended
March 31, 2017
Operating revenue $ 115,769
Profit b 2,014
Other comprehensive income (loss) 11.880
Total comprehensive income (loss) $ 13,894
Net cash flows from operating activities $ 281
Net cash flows used in investing activities (223,233)
Net cash flows from financing activities 75,670
Effect of changes in foreign exchange rate 2.829
Decrease on cash and cash equivalents $ (144,453)

(Continued)
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From the acquisition date, the non-controlling interests are allocated during the reporting period as

follows:

Non-controlling interests 3 772,099
Loss, attributable to non-controlling interests $ (41)
Comprehensive income (loss), attributable to non-controlling interests  $ 7.862

(h) Property, plant and equipment

The cost and accumulated depreciation of the property, plant and equipment of the Group for the
three months ended March 31, 2017 and 2016 were as follows:

Buildings and Mazchinery and Factory and Other Construction
Land structures equipment equipment equipment in progress Tatal
Cost *
Balance as of January I, 2017 $ 2,546,534 2,130,540 15,179,485 4,050,349 285,457 359,902 24,552,267
Additions - 4,744 88,828 13,709 12,149 270,156 389,586
Reclassification (Note 1) . 189 376,520 13,763 136 (13,952) 376,656
Disposals - - (77,238) (2,479) (13,660) - (93,317
Effect of changes in foreign
exchange rates - (524) - {1.478) (1.461) (10,407) (13.870)
Balance as of March 31, 2017 S 2,546,534 2,134,949 15,567,595 4,073,564 282,621 605,699 25,211,262
Balance as of January 1, 2016 5 2,546,534 1,000,117 12,551,818 2,820,770 228,809 2,257,410 21,405,458
Additions - - 37,240 3,152 2,910 53,372 103,674
Reclassification (Note 2) - - 93,512 - - - 93,512
Disposals - - {33,115} - (5,313) - (38.428)
Balance as of March 31,2016 § 2,546,534 1,000,117 12,649,455 2,823,922 233,406 2,310,782 21,564,216
Accumulated depreciation :
Balance as of January 1, 2017 3 - 485,288 9,058,857 1,560,930 98,214 - 11,203,289
Depreciation - 24,990 417,899 100,068 22,362 - 565,319
Disposals - - (77,238) (2479 (13,560) - (93,3717)
Effect of changes in foreign
exchange rates “ (126) - (388) (308) - {822}
Balance as of March 31, 2017 s - 510,152 9,399,518 1,658,131 106,608 - 11,674,409
Balance as of January 1, 2016 - 429,291 7,514,001 1,681,770 157,206 - 9,782,268
Depreciation - 12,154 433,962 56,807 9,541 - 503,004
Disposals - - (33,111 - (5,312) - (38423)
Balance as of March 31, 2016 s - 442,045 7,904,852 1,738,577 161,435 - 10,246,909
Carrying value :
Batance as of January 1, 2017 s 2,546,534 1,645,252 6,120,628 2,489,419 187,243 359,902 13,348,978
Balance as of March 31, 2017 s 2,546,534 1,624,797 6,168,077 2,415,733 176,013 605,699 13,536,853
Balance as of January 1, 2016 $ 2,546,534 570,826 5,037,817 1,139,000 71,603 2,257,410 11,623,190
Balance as of March 31, 2016 s 2,546,534 558,072 4,744,603 1,085,345 71,971 2,310,782 11,317,307

Note 1: Prepayments for business facilities were reclassified as property, plant and equipment.

Note 2: Prepayments for business facilities and inventories were reclassified as property, plant and equipment.
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(i) Pledge to secure:

As of March 31, 2017, December 31 and March 31, 2016, property, plant and equipment were
subject to a registered debenture to secured bank loans, the collateral for these long-term
borrowings was disclosed in note 8.

(ii) For the three months ended March 31, 2017 and 2016, capitalized interest expenses amounted
to $5,432 thousand and $11,462 thousand, respectively. The annual interest rates at which
these interest expenses were capitalized ranged from 1.21%~1.45% and 1.46%~1.64%,
respectively.

(i) Investment property

Buildings and
Land structures Total

Cost :

Balance as of January 1, 2017 b 963,127 536,008 1,499,135

Additions - - -

Balance as of March 31, 2017 S 963,127 536,008 1,499,135

Balance as of January 1, 2016 $ 963,127 138,225 1,101,352

Additions - - -

Balance as of March 31, 2016 S 963,127 138.225 1,101,352
Accumulated depreciation -

Balance as of January 1, 2017 h) - 31,022 31,022

Depreciation - 5.154 5.154

Balance as of March 31, 2017 b - 36,176 36,176

Balance as of January 1, 2016 b - 15,506 15,506

Depreciation - 1,329 1,329

Balance as of March 31, 2016 b - 16,835 16.835
Carrying value :

Balance as of Januvary 1, 2017 h) 963,127 504,986 1,468,113

Balance as of March 31, 2017 3 963,127 499,832 1,462,959

Balance as of January 1, 2016 $ 963,127 122,719 1,085.846

Balance as of March 31, 2016 h 963.127 121,390 1,084,517
Fair value :

Balance as of March 31, 2017 $ 1,628,944

Balance as of March 31, 2016 $ 1225983
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When measuring the fair value of its investment property, the Group considered the present value of
net cash flows to be generated from leasing the property. The expected net cash flows were
discounted using the yield to reflect its specified inherit risk on the net cash flows. The inputs to the
valuation technique used for measuring fair value were categorized as a Level 2 fair value.

The yield applied to the net annual rentals to determine fair value of property for which current
prices in an active market were unavailable, was as follows:

Location For the three months ended March 31, 2017
Hsinchu 0.25%
Taoyuan 1.58%

As of March 31, 2017, December 31 and March 31, 2016, investment property were subject to a
registered debenture to secured bank loans, the coliateral for these long-term borrowings was
disclosed in note 8.

Intangible assets

(i) The movement in intangible assets for the three months ended March 31, 2017 and 2016 were

as follows:
Computer software
Technical and information
know-how systems Goodwill Others Total
Cost :
Balance as of January 1, 2017 $ 46,051 84,736 133,645 27,768 292,200
Additions - 10,676 - - 10,676
Effect of changes in foreign exchange
rates (2} (12) (7.956) (1,31%) (9.289)
Balance as of March 31, 2017 5 46,049 95400 125,689 26,449 293,587
Balance as of January 1, 2016 3 46,005 57,702 - 1,843 105,550
Additions - 4.994 - - 4994
Balance as of March 31, 2016 5 46,005 62,696 - 1,843 110,544
Amortisation :
Balance as of January 1, 2017 $ 23,656 34,930 - 4,075 62,661
Amortisation 960 8,073 - 2,004 11,037
Effect of changes in foreign exchange
rates [{}] - : - {136) (137)
Balance as of March 31, 2017 5 24.615 43,003 - 5,943 73,561
Balance as of January 1, 2016 $ 19,808 22,767 - 605 43,180
Amortisation 959 5,503 - 307 6,769
Balance as of March 31, 2016 , 8 20,767 28.270 - 912 49,949
Carrying value :
Balance as of January 1, 2017 8 22,395 49,806 133,645 23,693 229,539
Balance as of March 31, 2017 S 21,434 52,397 125,689 20,506 220,026
Balance as of January 1, 2016 $ 26,197 34,935 - 1,238 62,370
Balance as of March 31, 2016 $ 25,238 34,426 - 931 60,595
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Amortization expense recognized in profit or loss

For the three months ended March 31, 2017 and 2016, the amortization expenses of intangible -
assets were as follows:

Three months Three months
ended ended
March 31, 2017 March 31, 2016
Operating costs $ 3,607 2,173
Operating expenses 7,430 4,596
$ 11,037 6,769

Impairment testing for goodwill

The goodwill of $132,278 thousand was derived from the acquisition of and the control over
Chainwin Cayman by the Group on August 19, 2016. The goodwill was mainly attributed to
the profitability of the hog farming in Mainland China. In accordance with IAS 36, goodwill
through business combinations shall be tested for impairment at least annually. To test for
impairment, goodwill must be allocated to the cash-generating units (the "CGU") that are
expected to benefit from the synergies of the combination. Chainwin Cayman is regarded as a
CGU to generate cash inflows that are independent of those from others. Therefore, the amont
on impairment loss of goodwill, which was evaluated by using the value in use, exceeds the
carrying amount of the net asset.

Also, the Group estimated its operating revenue for certain periods based on the purchase price
allocation valuation report issued by the specialist, who was entrusted by the Group. The
preceding estimation was analyzed based on the financial forecasts from 2016 to 2021. There
were no significant differences between the actual results and the forecasts from the
acquisition date to March 31, 2017.

The total amount of goodwill has been allocated to the agriculture technology for the Group’s
impairment testing purpose. The CGU are used as the minimum level for investment return of
goodwill supervised by the management.

According to the results of impairment tests executed by Group’s, the recoverable amount of
the abovementioned CGU was determined to be higher than the carrying amount of the CGU.
As a result, there were no impairment loss incurred as of March 31, 2017. The discounted cash
flows are used to estimate fair values less disposal cost. The measurements of the fair value are
based on unobservable inputs and are categorized as a Level 3 fair value.

(Continued)



(k)

26

WIN Semiconductors Corp. and Its Subsidiaries
Notes to Consolidated Financial Statements

The key assumption used in the estimation of the value in use of the CGU were as follows:

1) The future cash flow was based on expectations of future operations, taking into account
past experience, adjusted for the anticipated revenue growth. Revenue growth was
projected taking into account the average growth levels experienced over the past five
years, and the estimated sales volume and price growth for the next five years. The
assumptions were in line with the information obtained from external local market who
publish a statistical analysis on market trends.

2)  The assumption on before-tax discount rate is based on the weighted average cost of
capital. The applied before-tax discount rate of the recoverable amount of the units was

as follow:
March 31,
2017
Discount rate 16.50%

(iv) As of March 31, 2017, December 31 and March 31, 2016, the intangible assets were not
pledged.

Other current assets and other non-current assets

March 31, December 31, March 31,

2017 2016 2016

Other receivable from metal recycling 5 177,890 156,090 97,427
Tax refund receivable 41,983 68,579 66,102
Long-term prepaid rent ' 51,997 62,822 -
Prepaid expenses 64,354 65,706 30,889
Refundable deposits 49,590 34,930 24,463
Restricted assets 25,593 25,571 25,506
Others 19.575 18,700 16,060

$ 430,982 432,398 260,447

Long-term prepaid rent

For the hog farming purpose, the Group signed agreements with agriculture developing commiitees
and other institutions in China to acquire lands for lease in 2016. The durations of the agreements
are 5~30 years. The payments for rental were made in accordance with the signed agreements. Total

agreement price amounted to RMB168,884 thousand.

(Continued)
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Short-term borrowings
March 31, December 31, March 31,
2017 2016 2017

Unsecured short-term borrowings $ - - -
Unused bank credit lines for short-term
borrowings s 2.178.352 1,941,748 3,094,479
Unused bank credit lines for short-term

and long-term borrowings $ 975.609 1,352,188 1,684,189
Annual interest rate ) - 0.63%~1.66% -

Long-term borrowings

March 31, 2017 December 31, 2016 March 31, 2016

Unsecured long-term borrowings

(settled in NTD) $ 4,022,500 2,514,000 250,000
Secured long-term borrowings

(settled in NTD) 1,728,801 2,099,943 2,667,924
Less : long-term liabilities, current

portion (940,194} (940,194) (940.194)
Total ' 8 4.811.107 3,673,749 1,977,730
Unused bank credit lines for long-

term borrowings $ 1,183.560 2,002,200 1,208,000
Annual interest rate 1.23%~1.50% 1.23%~1.64% 1.41%~1.54%
Expiry date 2018/2/18~2020/3/31 _2018/2/18-2020/3/1 2018/2/18~2020/3/1

As of March 31, 2017, the remaining balances of the borrowing due were as follows:

Year due Amount
April 1, 2017~March 31, 2018 $ 940,194
April 1, 2018~March 31, 2019 1,220,750
April 1, 2019~March 31, 2020 3,590,357

$ 5,751,301

The unused bank credit lines for short-term and long-term borrowings at the reporting date were
disclosed in note 6(1).

(i) For the three months ended March 31, 2017 and 2016, the Group proceeded from long-term
borrowings amounting to $1,766,500 thousand and $250,000 thousand with an interest rate of
1.26%~1.33% and 1.41%, respectively. For the three months ended March 31, 2017 and 2016,

the repayment amounted to $629,410 thousand and $272,722 thousand, respectively.

(Continued)
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The collateral for these long-term borrowings was disclosed in note 8.

(iii) In January 2011, the Company entered into a seven-year syndicated loan agreement with Mega

International Commercial Bank and other sixteen banks. The total credit facility under this
loan agreement is $4,800,000 thousand and is due in February 2018.

The related financial covenants and restrictions for the syndicated loan mentioned above were
as follows:

At the ended of the annual reporting period, current ratio shall not be lower than 100%,
liability ratio (Liabilities/Net asset value) shall not be higher than 120%, interest coverage ratio
shall not be less than 300%, and net equity shall not be less than $6,000,000 thousand.

For the year ended December 31, 2016 and 2015, the Company was in compliance with the
above financial covenants and restrictions.

(n) Operating lease

(1)

(i1)

Iease-lessor

The Group leased its investment property under operating lease, which was disclosed in note

6(i).
Lease-lessee

The Group leases a number of parking lots etc. under operating lease. The leases typically run
for a period of 1 to 5 years.

There were no significant addition to lease contracts for the period from January 1 to March
31, 2017 and 2016. For the related information, please refer to note 6(o) of the consolidated
financial statements for the year ended December 31, 2016.

(0) Employee benefits

®

Defined benefit plans

At the end of the prior fiscal year, there was no material volatility of the market, no material
reimbursement and settlement or other material one-time events. As a result, pension cost in
the consolidated interim financial statements was calculated and disclosed on a year-to-date
basis by using the actuarially determined pension cost rate as of December 31, 2016 and 2015.

(Continued)
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The Group’s expenses recognized in profit or loss for the three months ended March 31, 2017
and 2016 were as follows:

Three months Three months
ended ended
March 31,2017 March 31, 2016
Operating costs $ - -
Operating expenses 612 580
$ 612 580

Defined contribution plans

The Group’s expenses under the pension plan cost to the Bureau of Labor Insurance for the
three months ended March 31, 2017 and 2016 were as follows:

Three months Three months
ended ended
March 31, 2017 March 31, 2016
Operating costs 3 13,759 10,526
Operating expenses 3.346 3.028
S 17,105 13,554

The Group’s Mainland subsidiaries have a defined contribution plan. Monthly contributions to
an independent fund administered by the government in accordance with the pension
regulations in the People’s Republic of China (PRC) are based on certain percentage of
employees’ monthly salaries and wages. Other than the monthly contributions, the Group has
no further obligations. For the three months ended March 31, 2017, the Group recognized the
pension costs in accordance with the pension regulations and amounted to $120 thousand. For
the three months ended March 31, 2016, there was no the aforementioned pension cost
recognized.

(p) Income tax

®

(i)

The amount of income tax expenses for the three months ended March 31, 2017 and 2016
were as follows:

Three months Three months
ended ended
March 31, 2017 March 31, 2016
Income tax expense b 95.373 165,390

There were no income tax expenses recognized in other comprehensive income for the three
months ended March 31, 2017 and 2016.

(Continued)
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(iiiy Examination and approval

The Company’s corporate income tax returns for the years through 2014 were assessed and
approved by the tax authorities National Taxation Bureau of the Northern Area, Ministry of
Finance. However, there was controversy over the expiration of the loss carryfowards for the
year 2012. Therefore, the Company expected to apply for constitutional interpretation.

(iv) The Company’s integrated income tax information at the reporting date were as follows:

March 31, December 31, March 31,

2017 2016 2016
Unappropriated earnings after 1997 $ 8,457,016 8,308,684 7,084,037
Balance of imputation credit account ICA) § 1,540,704 1,540,683 786,268

2016(Estimated) 2015(Actual)

Creditable ratio for distributed to domestic
shareholders of earnings 24.06 % 24.04 %

According to the amendment by the Ministry of Finance on October, 17, 2013 under Decree
No. 10204562810, the Company’s integrated income tax should be covering the disclosed
information of imputation tax credit as above.

Capital and other equity

Except for the following disclosure, there was no significant change for capital and other equity for
the periods from January 1 to March 31, 2017 and 2016. For the related information, please refer to
note 6(r) of the consolidated financial statements for the year ended December 31, 2016.

(i) Ordinary share

For the three months ended March 31, 2016, the Company had issued 102 thousand shares
resulting from the exercise of employee stock options. The record dates were agreed on the end
of each calendar quarter. All issued shares were paid up upon issuances. The aforementioned
stock issuance, which was authorized by and registered with the government authorities, was
included in ordinary share.

The resolution was passed during the meeting of Board of Directors held on March 17, 2016
for the capital reduction of $1,789,999 thousand representing 179,000 thousand shares of
outstanding shares. Subsequently, the above resolution was approved in the sharecholders’
meetings on June 24, 2016. On August 1, 2016, the authority had already approved the
application and the Company’s Board of Directors resolved the record date as August 2, 2016.
The related registration process had been completed.

(Continued)
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Capital surplus
Balance of capital surplus at the reporting date were as follows:

March 31, December 31, March 31,

2017 2016 2016
Additional paid-in capital $ 3,691,035 3,736,867 3,800,564
Changes in equity of associates and
joint ventures accounted for using 21,163 21,163 21,137
equity method
Employee stock options 698 707 719
$ 3,712,896 3,758,737 3,822,420

Retained earnings

The Company’s Articles of Incorporation stipulate that 10% of the balance of annual income
or earnings after deducting accumulated deficit, if any, must be set aside as a legal reserve and
a special capital reserve is likewise appropriated or the annual income or earnings are retained
in accordance with the relevant laws or regulations or as requested by the authorities.
Otherwise, the distribution of remaining balance of the earnings should be further proposed by
the Board of Directors and resolved by the shareholders' meeting. And the cash dividends
should not lower than 10% of the total stockholders' dividends.

As the Company is a technology and capital-intensive enterprise and is in its growth phase, it
has adopted a more prudent approach in appropriating its remaining earnings as its dividend
policy in order to sustain its long-term capital needs and thereby maintain continuous
development and steady growth.

The appropriations of earning for 2016 had been proposed in the meeting of Board of Directors
held on March 23, 2017, and the appropriations of earnings of earnings for 2015 had been
approved in a shareholders’ meeting held on June 24, 2016, respectively. The and dividends
were as follows:

2016 2015
Cash dividends $ 1,811,999 298,333

The above-mentioned appropriations of earnings for 2015 were consistent with the resolutions
of the meeting of the Board of Directors. The appropriations of earnings for 2016 is waiting
for the resolutions of the meeting of the shareholders.

The related information mentioned above can be found on websites such as the Market
Observation Post System.
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1

(iv) Treasury shares

For the three months ended March 31, 2017 in accordance with the requirements under
article 28-2 of the Securities and Exchange Act, the Company repurchased 1,080
thousand shares as treasury shares in order to protect the Company's integrity and
shareholders’ equity. As of March 31, 2017, all the shares repurchased by the Company
were cancelled.

In accordance with Securities and Exchange Act requirements as stated above, the
number of shares repurchased should not exceed 10 percent of the number of common
shares issued. Also, the total amount of the repurchased shares should not exceed the
sum of retained earnings, paid-in capital in excess of par value and other realized capital
surplus. The shares and dollar amount that may be repurchased do not exceed the upper
limit, which were calculated based on the audited or reviewed financial reports by a
certified accountant, for the latest accounting period prior to a resolution of a meeting of
the Board of Directors.

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

(v) Other equity interest, net of tax

Exchange
differences on Unrealized gains
translation of (losses) on
foreign financial  available- for-sale
statements financial assets
Balance as of January 1, 2017 $ 1,719 760,178
Foreign currency differences (net of tax) :
The Group (91,390) -
Associates 781 -

Changes in fair value of available-for-sale
financial assets (net of tax) . - 359,775

Adjustments in reclassification of the
impairment of available-for-sale financial
assets (net of tax) - (7,908)

Cumulative gains (losses) reclassified to
profit or loss upon disposal of available-for-
sale financial assets (net of tax): - 1,158

Balance as of March 31, 2017 b (88.890) 1,113,203
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Exchange
differences on Unrealized gains
translation of (losses) on
foreign financial  available- for-sale
statements financial assets
Balance as of January 1, 2016 $ 19,783 363,161
Foreign currency differences (net of tax) -
The Group (14,833) -
Associates (2,909 -
Changes in fair value of available-for-sale
financial assets (net of tax) - 190.378
Balance as of March 31, 2016 $ 2,041 553,539

(r}  Share-based payment

Except for the following disclosure, there were no significant changes for share-based payment
during the periods from January 1 to March 31, 2017 and 2016. For the related information, please
refer to note 6(s) of the consolidated financial statements for the year ended December 31, 2016.

(i) For the three months ended March 31, 2017 and 2016, the related outstanding units and
weighted-average exercise price of employee stock options were as follows:

Three months ended March 31, 2017 Three months ended March 31, 2016
Weighted-average Weighted-average
exercise price Shares exercise price Shares

(expressed in dollars)  (in thousands) {expressed in dollars) (in thousands)
Outstanding at the beginning  § - - 28.40 142
Granted - - - -
Exercised - - 28.40 (102)
Expired - - - (40)
Outstanding at the end - - - -

(i) Compensation cost for employee stock options

For the three months ended March 31, 2017 and 2016, the compensation cost for employee
stock options both amounted to $0 thousand.

(Continued)
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For the three months ended March 31, 2017 and 2016, the Company’s earnings per share were

calculated as follows:

Basic EPS:

Profit belonging to common shareholders

Diluted EPS:

Effect of potentially dilutive common stock:
Employee remuneration

Common shareholders’ profit plus the effect
of potentially dilutive common stock

Basic EPS:

Profit belonging to commeon shareholders

Diluted EPS:

Effect of potentially dilutive common stock:

Employee remuneration

Common shareholders’ profit plus the effect
of potentially dilutive common stock

Three months ended March 31, 2017

Weighted-
average number
of outstanding
shares of
common stock
Profit (in thousands)

EPS (in dollars)

496,468 402,666

- 1,989

496,468 404,655 §

1.23

1.23

Three months ended March 31, 2016

Weighted-
average number
of outstanding
shares of
common stock
Profit (in thousands)

EPS (in dollars)

839,493 596,666

- 4,669

839,493 601,335 §

1.41

1.40

Employees', directors' and supervisors' remuneration

According to the Company’s Article of Incorporation, if there is any net profit after closing of a
fiscal year, it shall be allocated according to the following principles:

(i) Employee remuneration: not less than 5% but no more than 10% and shall be determined and

pursuant to Employee Bonus Procedure of the Company.

In addition, employee’s profit

sharing remuneration shall be distributed in the form of shares or cash. Stock-type employee
bonuses may be distributed to qualified employees of affiliates of the Company.
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(ii) Remuneration of Directors and Supervisors: no more than 3%.

However, if there are any accumulated losses of the Company, the Company shall pre-reserve
the amount to offset the loss. The distribution of employees’ profit sharing bonus and
remuneration of Directors and Supervisors shall follow the special resolution by Board of
Directors, and report it to the shareholders’ meeting.

For the three months ended March 31, 2017 and 2016 the Company accrued and recognised its
employee remuneration amounting to $38,600 thousand and $66,600 thousand, and directors’
and supervisors’ remuneration amounting to $11,200 thousand and $19,300 thousand,
respectively. The amount of employee remuneration, and directors’ and supervisors’
remuneration were estimated based on profit before tax, net of the amount of the bonuses and
remuneration, and multiplied by the rule of Company’s Article of Incorporation. The above
remuneration were included in the operating costs and operating expenses of the three months
ended March 31, 2017 and 2016. The differences between the actual distributed amounts as
determined by the Board of Directors and those recognised in the financial statements, if any,
shall be accounted for as changes in accounting estimates and recognised in profit or loss in
the following year.

For the years ended December 31, 2016 and 2015 the Company accrued and recognised its
employee remuneration amounting to $263,000 thousand and $231,300 thousand,
anddirectors’ and supervisors’ remuneration amounting to $76,300 thousand and $67,100
thousand, respectively. There was no differences between the actual distributed amounts as
determined by the Board of Directors and those recognised in the financial statements, for the
years ended December 31, 2016 and 2015.

The related information mentioned above can be found on websites such as the Market
Observation Post System.

(u) Non-operating income and expenses

@)

Other income

Three months Three months
ended ended
March 31,2017 March 31, 2016
Interest income b 3,819 2,656
Dividend income 2,346 1,201
Rent income 23.371 12,014
$ 29,536 15,871
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(ii} Other gains and losses

36

Three months Three months
ended ended
March 31,2017 March 31, 2016
Foreign exchange losses 5 (141,784) (43,655)
Gains (losses) on disposals of investments (2,375) 609
Gains on financial assets or liabilities at
fair value through profit or loss 10,025 7,894
Losses on disposal of property, plant and equipment - : 5)
Other (6.024) 22,439
) (140,158) (12,718)
(iii) Finance costs
Three months Three months
ended ended
March 31,2017 March 31, 2016
Interest expense on bank borrowings $ 18,489 11,462
Other interest expenses 65 95
Less: capitalized interest expense (5.432) (11.462)
$ 13,122 95

(v) Financial instruments

Except for the contention mentioned below, there was no significant change in the fair value of the
Group’s financial instruments and degree of exposure to credit risk, liquidity risk and market risk
arising from financial instruments. For the related information, please refer to note 6(w) of the

consolidated financial statements for the year ended December 31, 2016.
(i) Currency risk
1)  Exposure to currency risk

The Group’s significant exposure to foreign currency risk were as follows:

March 31, 2017 December 31, 2015 Mareh 31, 2016
Foreign Exchange Foreign Exchange Fareign Exchange
currency rate NTS curiency rate NTS currency rate NTS
Financial assets

Monetary items
usD 3 123,520 3033 3,746,353 83,868 32.25 2,704,780 73,777 32.1% 2,374,885
EUR 32 3243 1,023 28 339 935 397 36.51 14,495
JPY 52,336 0.2713 14,196 67,409 0.2756 18,575 155,571 0.2863 44,540
GBP 12 37.82 442 12 39.61 463 I8 46.17 813
HKD 62 390 242 63 4.16 261 63 4.15 260

$_ 3,762,256 2,725,014

2,434,993
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March 31, 2017 December 31, 2016 March 31, 2016
Foreign Exchange Foreign Exchange Foreign Exchange
currency rate NT$ currency rate NTS currency rate NTS
Non-monetary items
UsD 44,524 3033 S__1,307,937 40,623 3225 _ 1316726 29,159 3219 __ 939,156
Financial liabilities - -
Monetary ftems
USD 16,557 3033 502,173 13,904 3225 448395 14,330 3219 461,560
EUR 303 3243 9,219 416 33.90 16,123 560 36.51 20,462
PY 258,411 02713 70105 292,688 0.2756 80,663 354,008 0.2863 101,353
GBP . . - . . - 8 46.17 354
§___ 582007 545,181 583,729
2)  Sensitivity analysis
The Group’s exposure to foreign currency risk arises from the translation of the foreign
currency exchange gains and losses on cash and cash equivalents, notes and accounts
receivable, net, other receivables, current financial assets at fair value through profit or
loss, available-for-sale financial assets, loans and borrowings, notes and accounts
payable and other payables that are denominated in foreign currency. A strengthening
(weakening) 5 % of appreciation (depreciation) of the NTD against the USD, EUR, GBP,
and the JPY etc. for the three months ended March 31, 2017 and 2016 would have
increased (decreased) the net profit after tax by $131,977 thousand and $76,954
thousand, respectively, and other comprehensive income would have increased
(decreased) by $8,504 thousand and $239 thousand, respectively. The analysis assumes
that all other variables remain constant.
3)  Exchange gain or loss
Since the Group has many kinds of functional currency, the information on foreign
exchange gain (loss) on monetary items is disclosed by total amount. For the three
months ended March 31, 2017 and 2016, foreign exchange gain (loss) (including realized
and unrealized portions) amounted to loss $141,784 thousand and $43,655 thousand,
respectively.
(ii) Interest rate risk

Please refer to the attached note for the liquidity risk and the Group’s interest rate exposure o
its financial liabilities.

The following sensitivity analysis is based on the risk exposure to interest rates on the non-
derivatives financial instruments on the reporting date. For variable rate instruments, the
sensitivity analysis assumes the variable rate liabilities are outstanding for the whole year on
the reporting date.
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If the interest rate increases {decreases) by 0.5%, the Group’s net profit after tax would have
(decreased) increased by $5,048 thousand and $2,895 thousand for the three months ended
March 31, 2017 and 2016, all other variable factors that remain constant. This is mainly due to

the Group’s borrowing in floating rates.
(iii) Other price risk

For the three months ended March 31, 2017 and 2016, the sensitivity analyses for the changes
in the securities price at the reporting date were performed using the same basis for the profit
and loss as illustrated below:

Three months ended Three months ended
March 31, 2017 March 31, 2016
After-tax other After-tax other
Prices of securities comprehensive After-tax comprehensive After-tax
at the reporting date income profit (loss) income profit (loss)
Increasing 3% 8 91,977 7.019 66,279 23,205
Decreasing 3% $ (91,977) (7.019) (66,279 (23,205)

(iv) Fair value
1} Accounting classifications and fair values

The fair value of financial assets at fair value through profit or loss and available-for-sale
financial assets is measured on a recurring basis. The carrying amount and fair value of
the Group’s financial assets and liabilities, including the information on fair value
hierarchy were as follows; however, except as described in the following paragraphs, for
financial instruments not measured at fair value whose carrying amount is reasonably
close to the fair vaiue, and for equity investments that has no quoted prices in the active
markets and whose fair value cannot be reliably measured, disclosure of fair value
information is not required :

March 31, 2017

Fair value
Carrying value Level 1 Level 2 Level 3 Total
Financial assets at fair value through profit or loss
Stocks listed on demestic markets $ 159,542 159,542 - . 159,542
Funds and investment 74,432 74,432 - - 74,432
Subtotal $ 233,974 233974 - - 233,974
Available-for-sale financial assets
Stocks listed on domestic and foreign markets 5 1,824,544 1,824,544 - - 1,824,544
Non-public stocks 555,896 - 635,804 - 655,896
Private fund 585,448 - 585,448 - 585448
Subtotal S 3,065,888 1,824 544 1,241,344 - 3,065,888
Loans and receivables
Cash and cash equivalents (Note) $ 3,277,960 - - - -
Investments in debt instrument witheut active market (Note) 92,600 - - - -
Accounts receivable (Note) 1,001,958 - - -
Other receivables (Note) 196,139 - - - -
Subtotal 3 4,568,657 - - - -
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Amortized cost of financial liability
Bank loan (Note)
Notes and accounts payable (Note)
Other payables (Note)
Subtotal

Financial assets at fair value through profit or loss
Stocks listed on domestic markets
Funds and investment
Subtotal
Available-for-sale financial assets
Stocks listed on domestic and foreign markets
Non-public stocks
Private find
Subtotal
Loans and receivables
Cash and cash equivalents (Note)
Investments in debt instrument without active market
(Note)
Accounts receivable (Note)
Other receivables (Note)
Subtotal
Amontized cost of financial liability
Bank loan (Note)
Accounts payable (Note)
Other payables {Note)
Subtotal

Finangial assets at fair value through peofit or loss
Stocks listed on domestic markets
Funds and investment
Subtotat
Available-for-sale financial assets
Stocks listed ot domestic and foreign markets
Non-public stocks
Private fund
Subtotal
Loans and receivables
Cash and cash equivalents (Note)
Investments in debt instrument without active market (Note)
Notes and accounts receivable (Note)
Other receivables (Note)
Subtotal
Amortized cost of financial liability
Bank loan (Note)
Accounts payable {Note)
Other payables (Note)
Subtotal

Note: The information on for value is not disclosed since the carrying amount is a reasonable approximation of fair value.
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March 31, 2017
Fair value
Carrying value Level 1 Level 2 Level 3 Total
5 5,751,301 - - - -
1,035,196 - - - -
721,655 - - - R
5 7,508,152 - - - -
December 31, 2016
Fair value
Carrying value Level 1 Level 2 Level 3 Total
S 153,794 153,794 - - 153,794
64,456 64,456 - - 64.456
5 218,250 218250 - - 218,250
S 1,415,958 1,415,958 - - 1,415,958
656,245 - 556,245 - 656,245
527.831 - 527.831 - 527,831
S 2,600,034 1,415,958 1,184.076 - 2,600,034
] 2,388,143 - - - .
92,600 - - - -
1,068,714 - - - -
173,771 - - - -
$ 3,723,228 - - - -
$ 4,613,943 - - - -
975,478 - - - -
971,411 - - - -
5 6,560,832 - - - -
March 31, 2016
Fair value
Carrying value Level 1 Level 2 Level 3 Total
S 133,182 133,182 - - 133,182
640,319 540,319 - - 640,319
$ 773,501 773,501 - - 773,501
g 1,231,718 1,231,718 - - 1,231,718
632,276 - 632,276 - 632,276
362,420 - 362,420 - 362,420
] 2,226,414 1,231,718 994,696 - 2,226,414
5 1,717,761 - - - -
159,600 - - - .
911,195 - - - -
113,030 - - - -
3 2,901,586 - - - .
3 2,917,924 - - - -
1,117,697 - - - -
516,756 - - - -
5 4,552,377 - - - -
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Valuation techniques of financial instrument not valued at fair value

The valuation techniques of the Group’s financial instruments not valued at fair value by
using the methods and assumptions are as follows:

Investments in debt instrument without active market and financial liability measured
at amortized cost

If recent transaction prices or market maker quotes are available, the fair value is
based on such information. If there is no quoted market price availabie, the fair value
is determined by using valuation techniques and calculated as the present value of the
estimated cash flows.

Valuation techniques of financial instruments valued at fair value

a)

Non-derivative instruments

The fair value of financial assets and liabilities traded in an active market is based
on the quoted market prices. The quotation, which is published by the main
exchange center or that which was deemed to be a public bond by the Treasury
Bureau of Central Bank, is included in the fair value of the listed securities
instroments and the debt instruments in active markets with open bid.

A financial instrument is regarded as the quoted price in an active market if the
quoted prices are readily and regularly available from an exchange, dealer, broker,
industry group, pricing service or regulatory agency; and if those prices represent
the actual and regularly occurring market transactions on an arm's length basis.
Otherwise, the market is deemed to be inactive. Normally, a market is considered to
be inactive when:

e the bid-ask spread is increasing; or
» the bid-ask spread varies significantly; or
s there has been a significant decline in trading volume.

When the financial instrument of the Group is traded in an active market, its fair
value is illustrated by the category and nature as follows:

» Financial assets and liabilities with standard terms and conditions and traded in
an active market, for example, investment in stock of listed companies: The fair
value is based on the market quoted price.

(Continued)
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¢ Close-end funds with standard terms and conditions, such as money market
funds, and bond funds; Investors can require the investment trust company to
redeem the fund at any time. The fair value is based on the net value of the
fund.

Except for the above-mentioned financial instruments traded in an active market,
the fair value is based on the valuation techniques or the quotation from the
counterparty. The fair value refers to the current fair value of the other financial
instruments with similar conditions and characteristics, using a discounted cash
flow analysis or other valuation techniques, such as calculations. of using models
(for example, applicable yield curve from Taipei Exchange, or average quoted price
on interest rate of commercial paper from Reuters), based on the information
acquired from the market at the balance sheet date.

When the financial instrument of the Group is not traded in an active market, its
fair value is illustrated by the category and nature as follows:

e Equity instruments do not have any quoted market price: the fair value is
determined based on the ratio of the quoted market price of the comparative
listed company and its book value per share. Also, the fair value is discounted
for its lack of liquidity in the market.

Derivative instruments

The fair value is determined by using the models that are acceptable to the market
participants, for example, discounted cash flow analyses or option pricing models.
Forward exchange contracts are measured using quoted forward exchange rates.
The fair value of structured interest derivative financial instruments is determined
by using the proper option pricing modeis, such as Black-Scholes model, or other
valuation technique, such as Monte Carlo simulation.

Transfer between level 2 and level 1

For the three months ended March 31, 2017 and 2016, there was no change on the fair
value hierarchy of level 2 and level 1 financial asset.

Movement of level 3

There were no financial assets with fair value hierarchy level 3 for the three months
ended March 31, 2017 and 2016.

(Continued)
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(w) Management of financial risk

ey

There was no significant change in the Group’s objective and policies for the management of
financial risk of the consolidated interim financial statements for the three months ended March 31,
2017 and 2016 which compared with the consolidated financial statements for the year ended
December 31, 2016. For the related information, please refer to note 6(x) of the consolidated
financial statements for the year ended December 31, 2016.

Capital management

The Group’s objective, policies and process of capital management of the consolidated interim
financial statements for the three months ended March 31, 2017 was the same as the consclidated
financial statements for the year ended December 31, 2016. There was no significant change on

. summary of quantitative date of capital management compared with the consoclidated financial

statements for the year ended December 31, 2016. For the related information, please refer to note
6(y) of the consolidated financial statements for the year ended December 31, 2016.

{(7) Related-party transactions:

(@

(&)

(c)
@

Parent Company and ultimate controlling party
The Company is the ultimate controlling party of the Group.
Names and relationship with related parties

There were no transactions with related party during the periods covered in the consolidated interim
financial statements. Therefore, the Group did not disclose the names of, and its relationships with,
its related parties.

Significant transactions with related parties : None.
Transactions with key management personnel

For the three months ended March 31, 2017 and 2016, key management personnel compensation
were comprised as below:

Three months Three months
ended ended
March 31, 2017 March 31, 2016
Short-term employee benefits $ 51,598 65,919
Post-employment benefits 161 177
S 51,789 66,096
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(8) Pledged assets:

The carrying amount of pledged assets were as follows:

March 31, December 31, March 31,

Pledged assets Pledged to secure 2017 2016 2016
Other non-current assets Gas deposits $ 4,700 4,700 4,700
QOther non-current assets Customs guarantee 20,893 20,871 20,806
Property, plant and equipment  Long-term borrowings 3,098,348 3,176,314 3,884,921
Investment property Long-term borrowings 1,462,959 1,468,113 1,084,517
b 4,586,900 4,669,998 4,994,944

(9) Commitments and contingencies:

{a} Contingencies; None.

(b) Commitment:

(@)

(i)

In 2015, the Company signed a shareholder’s agreement with CSDC Private Limited, a
Singapore company. According to the agreement, the Company should purchase a certain
amount of raw material from the main shareholders of CSDC Private Limited between 2014 to
2017. Moreover, the Company acgquired 250 shares of CSDC Private Limited without
consideration.

The unrecognized commitment of purchase of raw materials by the aforementioned
shareholder’s agreement and acquisition of plant expansion and machinery equipment were as
follows:

March 31, December 31, March 31,

2017 2016 2016
The unrecognized amount S 2.427.083 2.916.764 2,293,431
March 31, December 31, March 31,
2017 2016 2016
(iii)  The unused letters of credit $ 60,768 234,314

291,332

(Continued)
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For the purpose of strengthening its competitive advantages for business development in long-term, the
Company plans to aily with strategic investors. The Company’s board of directors made a decision on
May 5, 2017, that the Company would issue stock through a private placement, for the number not in
excess of 40,000 thousand shares. Proceeds of the capital raised will be used as capital expenditures,
research and development expenditures and working capital. The proposal is schedule to be discussed on
the shareholders' meeting. Also, it is proposed to authorize the Company’s Board to implement the private
placement based on the capital market status and Company’s actual needs.

(12) Other:

(a) The followings were the summary statement of employee benefits, depreciation and amortization
expenses by function for the three months ended March 31, 2017 and 2016:

Three months ended March 31, 2017

Three months ended March 31, 2016

Classifted Classified Classified Classified
as operating | as operating Total as operating | as operating Total
costs expenses costs expenses
Employee benefits

Salaries 368,653 166,166 534,819 341,756 164,149 505,905
Labor and health insurance 31,538 10,025 41,563 23,710 9,247 32,957
Pension 13,759 4,078 17,837 10,526 3,608 14,134
Others 12,093 14,959 27,052 10,394 22,892 33,286
Depreciation 532,718 40,926 573,644 470,735 33,658 504,393
lAmortization 3,607 7.430 11,037 2,173 4,596 6,769

(b) Seasonality or cyclicality of interim operations

The business segment of the Group is neither seasonal nor cyclical.

(13) Other disclosures:

{a) Information on significant transactions:

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

(i) Loans to other parties: None.

(ii)) Guarantees and endorsements for other parties: None.

(Continued)
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(In thousands of New Taiwan Dollars}

Categary and Ending balance
Name of holder name of Relationshi Aceount Shares/Units i Percentage of .
seqwsity with company cirle finthousands) | C2vingvaluie | oumership (56) Faic value Remark
The Company IGreen Seal Helding None ICurrent financial assets 500 82,750 0.34 82,750
[Lirnited/Stock lar fair value through
profit or loss
IWIN Venture Capital  [Green Seal Holding L3 " 464 76,7192 0.31 76,792
Comp. [Limited/Stock
” |Allianz Global Investars: » " 2,055 25,529 - 25,529
[Taiwan Manzy Market
[Fund
” ICapital Money Market " " 1,180 18,877 . 13,877
[Fund
IChainwin Agriculture  JCTBC Hwa-win Moncy| L3 x 2,19 30,026 - 130,026
lnd Animal Technotogy [Market Fand
Cayman Islands) Ltd.
_ w9m __amem
The Company ITEQ L4 KCuriznt available-for- 25968 1,167,248 857 1,167,248
ICORPORATION/Stock kale financial assets
" IMAG. LAYERS " " 2,125 144,910 250 144,910
[Seientifie-Technizs Co.,
[Ltd./Stack
" [Solar Appiied Materials [The Company's 3 159 1,559 0.03 1,559
Technology Corp fStockfvendor
1,313,717 1,313,747
" lnventee Solar Energy Nome [Non=current available- 34,000 290,594 10.51 290,554
ICorporarion /Stock [for-sale financial asses
" [Taivergy Tech Co., n L B73 12,748 0.24 12,748
|Ltd./Stock
" DI Capital Creative » ” 5,000 91,149 333 91,14%
industrics Limitcd
'Stock
n [Fuh Hwa Turp-ta Fund ” " 20,710 284,248 - 284,248
” IMagiCap Venture L] L4 1,000 93,770 1.78 93,710
ICapital Co., Ltd.
PPreferred Stock A
" [New Future Capital Co.) ” x 10,000 100,060 1587 100,000
Ltd./Stock
" Magi Capital Fuod I1, o " - 45,450 581 45,450
P
» Grand Fortune Venture " " 5,000 49,686 687 49,636
Corp, fStack
» [Fuh Hiva Oriental Fund # " 15,000 135,750 - 135,750
" [Fuh Hwa Smart Energy ” ” 12,000 120,000 - 120,000
Fuad
[Win Semmiconductors  [Broadecom Lid. /Stock  Subsidiary's main » 75 498,074 0.02 498079
Cayinan Islands Co., lict
Ltd.
" |Anakiwave Inc./ Series [Subsidiary’s client ] 1,264 8,641 1437 8,641
|B Preferred Siock
IWIN Venture Capital  [Nishe Image [The Company’s L] 3,300 9,300 733 9,300
Corp. [Technology Inc. /Stock klient
" IMOALI Electronics None ” 300 1,130 1.27 1,130
ICorporation /Stock
4 Merit Biotech INC,  PMain sharcholder » 1,320 t,626 pA-x} 11,626
VStock fof the Company’s
hnvestment through
kubsidianics
1,752,171 1,752,171
[The Campany MagiCap Veahure Noae [Noo-current investments] 9,260 92,600 16.50 (Note 1}
Kapital Co., Ltd./ hn debt instrument A—
Preferred Stock B without active market
IChainwin Agriceltore  [Formosa Fortune Group ” [Non-current financial 12 23,354 4.78 Motz 2)
hnd Animal Techoalagy [Cayrman Island Co., Ltd, pssets at cost -
Cavman Islands) Ltd.

Note 1: The redeemable preferred stock was the nature of bond, which was recognised as non-current investment in debt instrument without active market.

Wete 2; Because the fair value of the imvestment cannot be measured reliably, the Group recognized it as financial asscts measured at cost.

(iv) Individual securities acquired or disposed of with accumulated amount exceeding the lower of NT$300 million or 20% of

)

the capital stock

: None.

Acquisition of individual real estate with amount exceeding the lower of NT$300 million or 20% of the capital stock: None.
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(vi}) Disposal of individual real estate with amount exceeding the lower of NT$300 million or 20% of the capital stock: None.

(vii) Related-party transactions for purchases and sales with amounts exceeding the lower of NT$100 million or 20% of the
capital stock:

(In thousands of New Taiwan Doliars)

Transactions with tenns different/Notes/Accoutts receivable (payabic)
“Transaction details from others
Percentage of total
Percentage of notes/accounts
Name of Nature of tatal reccivable
company Related party | reltstionship | Purchase/Sale Amaunt purchases/sales} Pavinent terms | Unit price | Pavinent terms | Ending balanes (pavable) Remark
IThe Company [Win [Subsidiary ales (1,213,262 3% % 12 Month - 413,558 40% (Note)
[Semiconduciors
[Cayman Istands
ICo., Ld.
[Win [The Company  |Parent Company|Purchase 1,213,262 100 % 1~2 Month - - (413,558 100% {Note)
emiconductors
yman Islands
. Lid.

Note; The amounts of the transaction and the cnding balance had been offset in the consolidated interim financial statements,

(viii) Receivables from related parties with amounts exceeding the lower of NT$100 million or 20% of the capital stock:

(In thousands of New Taiwan Dollars)

Name of Nature of Ending Tumover Overdue Amounts received inf  Allowance
company Counter-party relationship balance rate Amount Action taken uhseq period for bad debts | Remark
IThe Company in Semiconductors [Subsidiary 413,558 1038 - - 413,558 - (Notc)
E;yman Istands Co.,
td.

Nate: The amaunts of the transaction and the ending balance had heen offset in the consolidated interim financial statements,

(ix) Trading in derivative instruments: None.

(x) Business relationships and significant intercompany transactions:

(In thousands of New Taiwan Dollars)

No. Nature of Intercompany iransactions
(Note 1) [Name of company [ Name of counter-party relationship Agccount name Amount Trading terms Percentage of the consolidated
{Note 2) ned revenue or total assels
0 [The Cornpany [Win Semiconductors 1 Cperating revenue 1,213,252 Wote 3 36.95%
Cayman [slands Co., Ltd.
0 [The Company [Win Scmiconductors 1 Accounts 413,558 " 1.47%
Cayman Islands Co,, Lid. receivable—related
Iparties
1 [Win [The Company 2 |Accoumts 413,558 " 1.47%
[Semiconductors Ipayable —related
Cayman Islands [partics
ICo,, Ltd.
1 IWin [The Company 2 IOperating cost 1,213,262 # 36.96%
Semiconductors
ICayman Tsiands
1 IWIN SEMI. USA, INC. 3 Operating expense 18,656 4 0.57%
2 IWin Semiconductors 3 COperating revenue 18,656 " 0.57%
[Cavman Istands Co., Ltd.

Note 1: Company numbering as follows:

Parent company—0

Subsidiary starts from }

Note 2: The numbering of the relationship between transaction parties as follows:

Pasent company to subsidiary—1

Subsidiary to parent company—2

Subsidiary to subsidiary—3

Note 3: There is no significant difference from transaction terms with non-related partics.
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(b) TInformation on investments:

The following is the information on investees for the three months ended March 31, 2017 (excluding information on investees in

Mainland China):
{In thousands of New Taiwan Dollars)
Main Original investment amount Balance ys of March 31, 3017 Nelincome Share of
Name of invester Name of investee Location ‘butinesses and Shares Percentage of Carying (osses) profiistosses of
produets March 31, 2017 Dacember 31, 2015| {inthousands) | ownership value of investos imvesice Remark
[The Company [WIN SEM] USA, INC. KCalifornia USA farketi 8,203 8203 1,000 100:00 % 5808 {1.546) (1,548]  (Note)
" [Win semicandustors Cayman [Cayman Isfands  [Sefling of GaAs wafers B 136 718,136 22,000 10000 %] 1,262487 5511 5511 (Now)
llslands Co., Lic.
v nventec Energy Corperation {Taiwan bSalar component 680,005 620,029 32,828 3452% 145,209 (25,520) (8,808
fnadufe manufacturing
» [WIN Venture Capital Corp. [Taiwan aclivilies 250,000 250,000 25,000 10000% 158,532 270 72270|  (Noie)
v {Fhalans Biotech Group Corp. [Taivean products 180,400 180,400 16,400 31.06 % 72405 30,101 {11.616)
L4 ICSDC Privale Limited [Singapare log and - - 0.25 2500 % - {11,469 -
ing of
WIN Venture Capital [Phalanx Biotech Group Corp. [Taiwan products 39,600 39,600 3,600 582 % 15394 {30,101 (2.550
{Corp. i
iVin Semiconductors [Rainbow Star Group Limiled [British Virgin activities 62.920 32500 38 4930 %4 64204 11,342 4,450
K- syman Islands Co., [slands
\d,
" Chainwin Agricullureand  [Cayman Islands " 632,260 682,260 10,500 43B%  SSEIM 21,691 2,054  (Note)
lAnimal Technalogy (Cayman
[slands) Lrd
IChainwin Agriculture [Formosa Fortune Group Co., [British Virgin . 38573 851 1383 100.00 % 28,259 (178, {178y (Nole)
land Animal ILtd. llslands
[Technolowy (Cayman
listands) L1d.

Note : The amount had been offset in the consolidated interim financial statements,
(¢} Information on investment in Mainland China:
(i) The names of investees in Mainland China, the main businesses and products, and other information:

(Tn thousands of Dollars}

Main Total outlow o Imesiment flows ouflowol | Fei income Ascoma-laied
Name of botincises smount Mathod imvegment from Javestment from. (osses) Fercentage Imeament Camrying value |remittance of earnings]
invedse #nd prodacts of paid-in capitnl o Taiwon asof Trivps ngof afabe imvenes of income fomes} | o March 34, n currens pevind
Invesiment Tamary 12017 Outlowe Infiose Mosch 38, 2017 ownenikip (Kete 21 b
Nae )
fanges Clisimein Fong. [Peveloping bog TEFTE| (ke ) - - E B FF°T] TR 3o 361788 p
win Agriculfore fatmming technelogy and(RMB 42,943 ) UsD - we) USD 999y JUSDr 11.938)
Ca.ldd  prading
ihgsn Chaitrwin IDeveloping hog 43455]  (Node |3 . - - - 112 43.78% (4] 4840 .
Agriculiore Development farming fochnalogy and(USD 1,500 ) s o [UsD @) fUSD 1501 )
e, Ligt mding
liangan € £ Merit IPevetoping bog 151980 (Noe ) 109,148 - - 109,158 (5,061, 6.13% (.037y 152,632 -
Agricul -k i s USD 6,000 ) KUSD 3600 ) KUSD  1.600) USD {182 (USD  (98)) KUSD €M9)
ICo., LI rading
Dians Mevit/ CM. [Developing bog 20590 (Notei | ) 4594 - . LR (1203 16.25% {322, 0001
Agricutiure ¥ rming lechnology anciUSD 3,000 ) jUsD 1,800 ) KisD 1808 ) fusD  (1ep KUSD uty KUSD  1978)
Co. Lid 1ading
iangs Merie? Develoging bog JEEETT] I VP 7350 . - BiA FIETE) I FE 10 BS54 B
' rving lechnology andRUSD 4,800 ) USD 2,350 ) JUSD 2880} uso (1 KUso pop Kusp  2m7)
Agricuburz Development krading
Ca . id
Jiangso Meri Bunfu  [Doveloping bog TLME  (Nore ) . . . . " ass] 41T 389 56978 R
2]
L technology andfRMD 16,177 ) s 1 fUSD {120 fUSD LMY
o, Lid rading
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(i) Limitation on investment in Mainland China:

(In thousands of Dollars)

Accumulated Investment in Mainland China as Investment Amounts Authorized by Upper Limit on Investment
of March 31, 2017 Invesiment Commission, MOEA {Note 5)
251,132 649,153 11,436,663
(USD 8,280 ) (USD 21,403 )

Note 1: The Group invested in Mainland China companies through Chatnwin Agriculture and Animal Technology (Cayman Istands) Led., which is established in a third
region.

Note 2: The amount of net income (losses) was recognized based on the reviewd financial staternents of the investee companies,

Note 3: Carrying value as of March 31, 2017 was with reference to the amount recognized by the investment through subsidiarics to subsidiarics established in a third
region.

Note 4: Investment income (lss) recognized was translated into New Toiwan Dollar at the average exchange rate for the three months ended March 31, 2017, The other
amounts related to foreign currency were translated into New Taiwan Dollar at the exchange rate ot the balance shect date.

Note 5: Amount of upper limit on investment was the higher between sixty percentage of total equity or total consolidated equity.

(i) Significant transactions: None,

(14) Sepment information:

(®

®

The Group's reportable segment is the foundry segment. The foundry segment engages mainly in researching, developing,
manufacturing, and selling of GaAs wafers etc.
Other operating segments are mainly engaged in investment activities and agriculture technology, which do not exceed the
quantitative thresholds to be reported.
Operating segment profit or Joss (includes reportable segment revenue and expenses), segment assets, segment liabilities, and their
measurement and reconciliations for the three months ended March 31, 2017 and 2016, the reportable amount is similar to that in
the report used by the operating decision maker and the operating segment accounting policies are similar to the ones described in
note 4 "significant accounting policies” were as follows:
Reconciliation
for the three months ended March 31, 2017 Foundry Other and elimination Total
Revenue :

Revenue from external customers $__ 3,154,903 127,428 - 3,282,331
Interest expense 5 13,122 - - 13,122
Depreciation and amortization s 576,242 7,764 735 584,681
Share of loss of associates and joint ventures

accounted for using equity method S (15,973) (2.550) - (18.523)
Repertable segment profit or loss R 734,379 14,133 {16,995 731,517
Assets:

Capital expenditures in noncurrent assets s 797.454 227,150 - 1.024.604

Reconciliation
for the three months ended March 31, 2016 Foundry Other and elimination Total
Revenue -

Revenue from external customers § 3,288,139 3,943 - 3.292.082
Interest expense 8 95 - - 95
Depreciation and amortization $ 511,162 - - 511,162
Share of loss of associates and joint ventures

accounted for using equity method $ (4,306) - - {4,306)
Reportable segment profit or loss $_ 1.004.797 1,334 - 1,006,131
Assets:

Capital expenditures in noncurrent assets $ 879.353 - - 879.353

The segment profit or loss, assets and liabilities of the operating segment above were consistent with the related accounts shown
in the consolidated balance sheets and consolidated statements of comprehensive income of the Group.



