WIN Semiconductors Corp. and Subsidiaries

Condensed Consolidated Financial Statements
June 30, 2011 and 2012
(With Independent Auditors' Report Thereon)



Independent Auditors’ Report

The Board of Directors
WIN Semiconductors Corp.

We have audited the accompanying condensed coasadidalance sheets WIN Semiconductors Corp.
(the “Company”) and subsidiaries as of June 30,1281d 2012, and the related condensed consolidated
statements of operations, changes in shareholdgtsty and cash flows for the six months then ended
These condensed consolidated financial statemeattha responsibility of the Company’s management.
Our responsibility is to express an opinion on ¢hesndensed consolidated financial statements hased
our audits.

We conducted our audits in accordance with the URdmpns Governing Auditing and Certification of
Financial Statements by Certified Public Accourdar@ind auditing standards generally accepted in the
Republic of China. Those regulations and standeedsire that we plan and perform the audit to obtai
reasonable assurance about whether the finaneit@nstnts are free of material misstatement. Antaudi
includes examining, on a test basis, evidence stipgothe amounts and disclosures in the financial
statements. An audit also includes assessing tmuating principles used and significant estimatasle

by management, as well as evaluating the overati@osed consolidated financial statements presamtat
We believe that our audits provide a reasonablis basour opinion.

In our opinion, the condensed consolidated findrat@ements referred to in the first paragraplsgme
fairly, in all material respects, the condensedsotidated financial position of WIN Semiconductors
Corp., and subsidiaries as of June 30, 2011 an@,2&id the condensed consolidated results of their
operations and their condensed consolidated casils flor the six months then ended, in conformityhwi
the “Guidelines Governing the Preparation of FinanReports by Securities Issuers” and accounting
principles generally accepted in the Republic oin@tor interim financial reporting.
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The accompanying condensed consolidated finarteitdraents as of and for the six months ended Joine 3
2012, has been translated into United States do#lalely for the convenience of the readers. Wee hav
audited the translation, and in our opinion, thedamsed consolidated financial statements expraased
New Taiwan dollars have been translated into Uritedes dollars on the basis set forth in note @{(th)e
notes to the accompanying consolidated financiéstents.

Taipei, Taiwan (the Republic of China)
August 22, 2012

Note to Readers
The accompanying condensed consolidated finantaétreents are intended only to present the finampmaition, results of
operations and cash flows in accordance with tltewtting principles and practices generally acabptehe Republic of China
and not those of any other jurisdictions. The déads, procedures and practices to audit suchdiakstatements are those
generally accepted and applied in the Republic afi€h



Assets
Current assets:
Cash and cash equivalents (note 4(a))
Financial assets at fair value through profit @sl¢note 4(b))
Available-for-sale financial assetsurrent (note 4(b))
Notes and accounts receivable, net (note 4(c))
Other receivable-related parties (note 5)
Other financial assetscurrent (note 4(d))
Inventories (note 4(e))
Other current assets
Deferred income tax assetgurrent (note 4(1))
Total current assets
Funds and investments:
Available-for-sale financial assetsioncurrent (note 4(b))
Financial assets carried at costoncurrent (note 4(b))
Long-term investments under equity method (not¥ 4(f
Investment in bonds with no active marketoncurrent (note 4(b))
Total funds and investments
Property, plant and equipment (notes 4(g), 5, 6 and):
Cost:
Land
Buildings
Machinery and equipment
Factory and equipment
Office equipment
Other equipment

Less: accumulated depreciation

Construction in progress
Prepayment for purchases of land and buildings
Prepayment for purchases of equipment
Net property, plant and equipment
Intangible assets (note 4(h))
Other assets:
Refundable deposits
Restricted assetsnoncurrent (note 6)
Deferred income tax assetsioncurrent (note 4(1))
Total other assets
Total Assets

See accompanying notes to condensed financial statements.

WIN Semiconductors Corp. and Subsidiaries

Condensed Consolidated Balance Sheets

June 30, 2011 and 2012
(Expressed in Thousands Dollars)

2011 2012

NT$ NT$ Us$
$ 610,323 710,620 23,846
1,284,211 1,296,629 43,511
- 318,771 10,697
6,698 1,086,764 36,469

496 - -

296,912 141,311 4,742
1,595,845 2,706,078 90,808
141,609 266,786 8,952
201,763___ 356,320 11,957
5,007,857 _ 6,883,279 230,982
86,480 282,648 9,485
916,746 492,134 16,514
511,973 171,134 5,743
344,783 344,783 11,570
1,859,982 _ 1,290,699 _ 43,312
802,337 802,337 26,924
721,851 721,851 24,223
8,747,303 9,911,517 332,601
1,849,244 2,559,489 85,889
110,722 112,094 3,762
225,231 193,132 6,481
12,456,688 14,300,420 479,880

(5,054,957) _(3,851,071)_(129,230)
7,401,731 10,449,350 350,650
591,407 158,274 5311

- 706,106 23,695
2,971,731 650,396 _ 21,825
10,964,869 11,964,125 401,481
138,841 _ 102,620 _ 3.444
19,949 19,163 643
23,199 23,358 784
31543 96,866 _ 3,250
74,691 139387 _ 4,677
18,046,240 _20,380,110 _683,896

Liabilities and Stockholders’ Equity

Current liabilities:
Short-term borrowings (note 4(i))
Accounts payable
Accrued expenses
Dividends payable
Payable on equipment

Current portion of long-term borrowings (notes 4(j)d 6)

Other current liabilities
Total current liabilities
Long-term liabilities:
Long-term borrowings (notes 4(j) and 6)
Other liabilities:
Accrued pension liabilities (note 4(k))
Total liabilities
Stockholders’ equity (notes 4(b), 4(f), 4(1) and 4()):
Common stock
Capital surplus:
Capital surplus-additional paid-in capital
Capital surplus-long-term equity investments
Capital surplus-employee stock options
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Retained earnings
Total retained earnings
Other stockholders’ equity adjustments:
Cumulative translation adjustments

Unrealized gain (loss) on financial instruments

Total other stockholders’ equity adjustments
Total stockholders’ equity
Commitments and contingencies (note 7)

Total Liabilities and Stockholders’ Equity

2011 2012

NTS$ NTS$ USss$
222,588 94,070 3,157
1,320,983 1,726,470 57,935
609,866 736,360 24,710
513,291 518,874 17,412
218,223 153,536 5,152
1,131,343 1,407,089 47,218
29,697 24,545 823
4,045,991 4,660,944 156,407
5,080,14 5,223,147 175,273
3,297 5,504 185
9,133,428 9,889,595 331,865
6,225,720 6,486,989 217,684
1,290,352 1,533,049 51,444
28,445 50 2
89,937 232,074 7,788
1,408,734 1,765,173 59,234
130,842 258,703 8,681
- 221,662 7,438
1,097,205 1,955,223 65,612
1,228,047 2,435,588 81,731
752 10,662 358
49,559 (207,897 (6,979
50,311 (197,23% (6,619
8,912,812 10,490,515 352,031
$ 18,06.240 20380110 683,896



WIN Semiconductors Corp. and Subsidiaries

Condensed Consolidated Statements of Operations

For the six months ended June 30, 2011 and 2012
(Expressed in Thousands of Dollars, Except for Earnings Per@@nmon Share)

Operating revenue
Less: sales returns
sales discounts and allowances
Net revenue
Cost of goods sold (notes 4(e), 4(h), 4(k), 4(m)cah0)
Gross profit

Operating expenses (notes 4(h), 4(k), 4(m) and 10)
Marketing expenses
General and administrative expenses
Research and development expenses

Operating income

Non-operating income and gains:
Interest income
Dividend income
Gain on disposal of investments, net (notes 4(d)4f)
Gain on valuation of financial assets, net (not®Y(
Other income (notes 4(b) and 5)

Non-operating expenses and losses:
Interest expense (note 4(g))
Investment loss recognized under equity methode(4¢f)
Loss on disposal of property, plant and equipment
Exchange loss, net
Loss on valuation of financial assets, net (nokg)4(
Impairment loss (notes 4(b) and 4(f))
Other loss

Income before income tax

Income tax expense (note 4(l))

Net income

Earnings per common share (expressed in dollars) ¢te 4(n)):
Basic earnings per share
Diluted earnings per share

2011 2012

NT$ NT$ US$
$ 4,022,949 5,683,107 190,708
(6,398) (10,022) (336)
(14,249 (7,819 (262
4,002,302 5,665,274 190,110
(2,785,765 (4,006,735 (134,45
1,216,536 1,658,538 55,656
(61,936) (112,388) (3,771)
(168,286) (241,037) (8,089)
(205,770 (268,713 (9,017
(435,992 (622,133 (20,877
780,544 1,036,400 34,779
289 901 30
10,612 624 21
45 154,305 5,178
- 23,745 797
52,652 3,680 123
63,598 183,255 6,149
(27,498) (46,159) (1,549)
(45,622) (48,959) (1,643)

(14,717) - -
(5,328) (7,656) (257)

(317,471) - -
- (109)87 (3,402)
- (29.213) (980
(410,636 (233,366 (7.83)
433,506 986,289 33,097
(592 (105,570 (3,543
$ 432,914 880,719 29,554

2011 2012

Before  After
income income
tax tax

NT$ NT$

©*

070 0.70
$ _069 0.69

See accompanying notes to condensed financial statements.

Before After

Before After

income income income income

tax tax

NT$ NTS$
152 136
_1.49 133

tax tax
uss uss

_0.05 0.05
_0.05 0.04



WIN Semiconductors Corp. and Subsidiaries
Condensed Consolidated Statements of Changes in Stockholders' Equity

For the six months ended June 30, 2011 and 2012

(Expressed in Thousands of New Taiwan Dollars)

Unrealized
Cumulative Gain (Loss)
Common Capital Legal Special Retained Translation on Financial
Stock Surplus Reserve Reserve Earnings Adjustments Instruments Total
Balance on January 1, 2011 $ 6,175,675 1,358,492 - - 1,308,424 2,043 29,303 8,873,937
Appropriation of 2010 earnings approved by stoc#tbrs during their meeting in 2011 (note 1)

Legal reserve - - 130,842 - (130,842) - - -

Cash dividend - - - - (513,291) - - (513,291)
Exercise of employee stock options 50,045 10,510 - - - - - 60,555
Compensation cost arising from employee stock opt{aote 3) - 39,231 - - - - - 39,231
Increase in net equity due to the recognition ofipensation cost arising from employee stock optiorisng-term equity investments under equity mdtho - 501 - - - - - 501
Equity adjustment in unrealized gain or loss omficial instrument of investee accounted for undeg{term equity investments - - - - - - 20,256 20,256
Translation adjustments - - - - - (1,291) - (2,291)
Net income for the six months ended June 30, 2011 - - - - 432,914 - - 432,914
Balance on June 30, 2011 $ 6,225,720 1,408,734 130,842 - 1,097,205 752 49,559 8,912,812
Balance on January 1, 2012 $ 6,485,930 1,707,122 130,842 - 1,942,901 3,064 (224,726) 10,045,133
Appropriation of 2011 earnings approved by stoc#tbrs during their meeting in 2012 (note 2)

Legal reserve - - 127,861 - (127,861) - - -

Special reserve - - - 221,662 (221,662) - - -

Cash dividend - - - - (518,874) - - (518,874)
Exercise of employee stock options (note 4) 1,059 3,330 - - - - - 4,389
Compensation cost arising from employee stock opt{aote 3) - 79,888 - - - - - 79,888
Increase in net equity due to the recognition ofipensation cost arising from employee stock optiorisng-term equity investments under equity mdtho - 3,252 - - - - - 3,252
Equity adjustment in unrealized gain or loss omficial instrument of investee accounted for undeg{term equity investments - - - - - - 15,361 15,361
Decrease in capital surplus resulting from dispo$édng-term equity investments - (28,445) - - - - - (28,445)
Increase in capital surplus resulting from longrte&quity investments - 26 - - - - - 26
Change in unrealized gain or loss on financiakumsents - - - - - - 1,468 1,468
Translation adjustments - - - - - 7,598 - 7,598
Net income for the six months ended June 30, 2012 - - - - 880,719 - - 880,719
Balance on June 30, 2012 $ 6,486,989 1,765,173 258,703 221,662 1,955,223 10,662 (207,897 10,490,515

Note 1: The appropriations for 2010 employee’s Ispulirectors’ and supervisors’ remuneration amogntd NT$58,100 and NT$17,400, respectively, weoegnized and accrued in the 2010 earnings.
Note 2: The appropriations for 2011 employee’s Ispirectors’ and supervisors’ remuneration amaogntid NT$92,900 and NT$27,800, respectively, weomgnized and accrued in the 2011 earnings.

Note 3: For stock options granted to employees,pasation cost was recognized for the six montds@2011 and 2012. When employees exercised thimgeepstock options, the Company reclassified aebpitrplus-employee stock options into capital surphedditional paid-in capital.

Note 4: As the exercise price of the employeeskstptions is greater than book value as of Jun@B02, the difference was credited to capital sispladditional paid-in capital of NT$10.

See accompanying notes to condensed financial statements.



WIN Semiconductors Corp. and Subsidiaries

Condensed Consolidated Statements of Cash Flows

For the six months ended June 30, 2011 and 2012
(Expressed in Thousands of Dollars)

Cash flows from operating activities:
Net income

Adjustments to reconcile consolidated net incomeetiocash provided by operating activities:

Depreciation
Amortization
Amortization of cost of long-term borrowings
Loss on valuation of inventories and obsolescence
Investment loss recognized under equity method
Compensation cost arising from employee stock optio
Loss on disposal of property, plant and equipment
Unrealized exchange loss on long-term borrowings
Deferred income tax benefit
Gain on disposal of investments
Impairment loss
Change in operating assets:
Financial assets at fair value through profit @slo
Notes and accounts receivable
Other receivable-related parties
Other financial assetscurrent
Inventories
Other current assets
Change in operating liabilities:
Accounts payable
Accrued expenses
Other current liabilities
Accrued pension liabilities
Net cash provided by operating activities
Cash flows from investing activities:
Increase in available-for-sale financial asseatsirrent
Payments for purchase of available-for-sale finaressets-noncurrent
Payments for purchase of long-term investments ueglaity method
Proceeds from disposal of long-term investmentseueduity method
Proceeds from disposal of property, plant and egeig
Payments for purchase of property, plant and egeiippm
(Increase) decrease in refundable deposit
Increase in restricted assetsoncurrent
Payments for purchase of intangible assets
Net cash used in investing activities
Cash flows from financing activities:
Increase (decrease) in short-term borrowings
Increase in long-term borrowings
Redemption of long-term borrowings
Exercise of employee stock options
Net cash provided by financing activities
Effect on cash due to changes in exchange rate
Net increase (decrease) in cash and cash equivakent
Cash and cash equivalents at the beginning of pedo
Cash and cash equivalents at the end of period
Additional disclosure of cash flow information:
Interest paid (excluding capitalized interest)
Income tax paid
Supplemental schedule of non-cash investing and &ncing activities:
Inventories reclassified to plant, property andipaent
Other current assets reclassified to plant, prgert equipment
Other current assets reclassified to intangibletass
Reclassification of current portion of long-ternrimawings
Unrealized gain or loss on financial instruments
Translation adjustments
Dividend payable
Purchase of property, plant and equipment
Increase in property, plant and equipment
Add: payable on equipmentbeginning of period
Less: payable on equipmenénd of period
Cash paid
Disposal of property, plant and equipment
Disposal of property, plant and equipment
Add: other financial assetsbeginning of period
Cash received
Purchase of intangible assets
Increase in intangible assets
Add: accrued expensedeginning of period
Less: accrued expensegnd of period

Cash paid

See accompanying notes to condensed financial statements.

@ R R @ A &

¥ B B

2011 2012

NT$ NT$ US$

432,914 880,719 29,554

476,358 618,381 20,751
28,655 26,992 906

1,892 2,056 69

4,477 59,940 2,011
45,622 48,959 1,643
50,242 86,460 2,901
14,717 - -

6,508 - -

(82,723) (2,346) (78)
(45) (154,305) (5,178)
- 101,379 3,402
317,516 307,045 10,304
(395,682) (433,942) (14,562)
(496) - -
(207,010) (11,461) (385)
(266,373) (902,886) (30,298)
(35,797) (137,709) (4,621)
449,504 636,459 21,357
22,480 15,654 526
(14,593) (11,105) (373)
830 1,258 42
848,996 1,131,548 37,971
- (330,905) (11,104)
- (25,192) (845)
(123,764) - -
- 259,220 8,699
2,578 - -
(2,557,057) (1,341,977) (45,033)
(1,742) 495 17
(71) (74) (3)
(30,703 (12,983 (439
(2,710,758 (1,451,41p (48,705
(142,777) 94,070 3,157
3,017,000 710,000 23,825
(860,310) (573,114) (19,232)
50,045 1,069 36
2,063,958 232,025 7.786
(674) (913) (31)
201,522 (88,756) (2,979)
408,801 799,376 26,825
610,323 710,620 23,846
26,559 46,463 1,559
- 151,347 — 190,649 - 6398
35441 30,703 1,030
_____ 56 i ______ 6
4,268 - -
1,131,343 1,407,089 47,218
20,256 16,829 565
(1,29) 7.598 255
— 513201 518,874 17,412
2,681,655 1,284,893 43,117
93,625 210,620 7,068
(218,223 (153,536 (5,152
2,557,057 1,341,977 45,033
78 - -

2,500 - -

2,578 - -
30,702 11,960 401
15,335 4,487 151

(15,335 (3,469 (116
30702 12083 __ 436



WIN Semiconductors Corp. and Subsidiaries
Notes to Condensed Consolidated Financial Statements
June 30, 2011 and 2012
(Expressed in Thousands of New Taiwan Dollars and U.S. Dollars
Except for Earnings Per Share Information and Unless Othenige Specified)
(1) Organization and Business Scope

WIN Semiconductors Corp. (the Company) was incorporated on Oct@her999, as a company
limited by shares under the laws of the Republic of China (ROC).

The Company engages in the researching, developing, manufacturing, and s&lafgdiVafers.

As of June 30, 2011 and 2012, the subsidiaries, which were classifiedding to their primary
business activities and percentage of ownership, were as follows:

Percentage of direct or
indirect ownership by

Business the Company
Investor Subsidiary activities 2011 2012
The Company WIN SEMI. USA, INC. Marketing 100% (0:14]
The Company  Win Semiconductors Cayman Islands  Selling of GaAs wafers 100% 100%

Co., Ltd.

As of June 30, 2011 and 2012, the Company and its subsidiaries (treoliGated Companies”) had
1,350 and 1,464 employees, respectively.

(2) Summary of Significant Accounting Policies

The accompanying condensed consolidated financial statements areegrepa presented in
accordance with the ROC SFAS No.23 “Interim Financial Reyprt “Guidelines Governing the
Preparation of Financial Reports by Securities Issuers’aandunting principles generally accepted
in the ROC. The major accounting policies and the basis of measrered in preparing these
condensed consolidated financial statements are as follows:

(a) Consaolidation policies

The consolidated financial statements include the accountbeokubsidiaries in which the
Company is able to exercise control over the subsidiariesatpes and financial policies. The
operating activity of the subsidiary is included in the consolidsti@ments of operation from the
date when the subsidiary is acquired and is excluded from thelidated statements of operation
when the Company loses its power to control the subsidiary. ghlifant intercompany balance
and transactions are eliminated on consolidation.

(Continued)
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WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

(b) Use of estimates

(€)

(d)

The preparation of the accompanying consolidated financial statementires management to
make estimates and assumptions that affect the reported anobuadsets and liabilities and
disclosures of contingent assets and liabilities at the afathe consolidated financial statements
and reported amounts of revenues and expenses during the reporiwlg.p&ciual results could
differ from these estimates.

Foreign currency transactions and translation of foreign finaneit@nsents

The Consolidated Companies record transactions in their raspéatictional currencies. Non-
derivative foreign currency transactions are recorded ate¥ohange rates prevailing at the
transaction date. At the balance sheet date, monetary asdeiabilities denominated in foreign
currencies are translated using the exchange rates at teafHatresulting unrealized exchange
gains (losses) from such translations are reflected in tlwergenying consolidated statements of
operations. Non-monetary assets and liabilities denominated ingrfoirrencies that are
measured at historical cost are translated using the exchategatrthe date of the transaction.
Non-monetary assets and liabilities denominated in foreign ciesetitat are measured at fair
value are translated into NT dollars at foreign exchangs arevailing at the dates the fair value
was determined. If the financial assets or liabilities asduewed at fair value through profit or loss,
the resulting unrealized exchange gains (losses) from sunoblatians are reflected in the
accompanying statements of operations.

The financial statements of foreign operations are re-mefsifirdneir reporting currency is not
their functional currency. The re-measurement difference @gded as foreign currency exchange
gain/loss. Furthermore, those financial statements areldieshsinto the reporting currency.
Translation differences resulting from such translation eceunted for as cumulative translation
adjustments, which are reported as a separate component of stocklemjdiys’

Classification of current and noncurrent assets and liabilities
Cash or cash equivalents, and assets that are held primatihefpurpose of being traded or are
expected to be realized within 12 months from the balance sheetdatlassified as current

assets; all other assets are classified as noncurrent.

Liabilities that are expected to be settled within 12 montbs fthe balance sheet date are
classified as current liabilities; all other liabilitie®alassified as noncurrent.

(Continued)
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WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

(e) Asset impairment

(f)

(9)

The Consolidated Companies assess at each balance shedtathtr there is any indication that
an asset (individual asset or cash-generating unit excludirgptuvill) may have been impaired.
If any such indication exists, the recoverable amount of the igssstimated. Impairment loss is
recognized for an asset, whose carrying value is higher than theraduevamount.

Impairment loss recognized in prior periods for assets othergiaawill is reversed if there is
any indication that the impairment loss recognized no longer existas decreased. The carrying
value after the reversal should not exceed the recovenaiaera or the depreciated or amortized
balance of the assets assuming no impairment loss was recognized in pas. per

Goodwill, intangible assets with indefinite useful life, and-ineuse intangible assets are subject
to impairment test annually, and an impairment loss is recedn the excess of carrying value
over the recoverable amount thereof.

Cash and cash equivalents

Cash includes cash on hand and cash in bank. Cash equivaleesenegrighly liquid debt
instruments such as commercial paper and bank acceptancesrigitial maturities of three
months or less. Cash equivalents also include other highlyl liquéstments which do not have a
significant level of market risk related to potential interets changes.

Financial instruments

Financial instrument transactions are accounted for using traomsdete accounting. At initial
recognition, financial instruments are evaluated at fairevadlus, in the case of a financial
instrument not reported at fair value through profit or loss)sttetion costs that are directly
attributable to the acquisition or issuance of financial instrument.

Subsequent to initial recognition, financial instruments aresifi@d according to the purpose of
holding or issuing as follows:

1. Financial assets/liabilities at fair value through profitasst These financial instruments are
intended mainly for selling or repurchasing in the short texxoeft for the derivatives held
for hedging purposes and are considered to be effective, all dexdsate classified into this
account. Financial instruments at fair value through profibss are measured at fair value,
and changes therein are recognized in profit or loss.

(Continued)
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WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

Available-for-sale financial assets: These are measurédiravalue, and changes therein,
other than impairment losses and unrealized foreign exchaimgeaydosses, are recognized
directly in equity. When these financial assets are disposeatkr@cognized, the related
cumulative gain or loss in equity is transferred to profitoss. If there is objective evidence
which indicates that a financial asset is impaired, aibsscognized in earnings. If, in the
subsequent period, the amount of the impairment loss decréasesjuity securities, the

previously recognized impairment loss is reversed to the teateghe decrease and recorded
as an adjustment to equity; for debt securities, the amoutteadiécrease is recognized in
profit or loss, provided that the decrease is clearlybatible to an event which occurred
after the impairment loss was recognized.

Financial assets carried at cost: This pertains to investnergquity securities which are
stated at original cost as its fair value cannot be rnedidp estimated. If there is evidence of
impairment, impairment loss is recognized, and this impairment éos®otbe reversed.

Investment in bonds with no active market: Investment in bontls va active market is a
non-derivative financial asset with fixed or determinable paynthat is not quoted in the
active market. This type of financial instrument is accedrfor using the transaction-date
accounting.

This investment is measured by effective interest rate methochamelicat amortized cost.

If there is any objective evidence that impairment existpairment loss is recognized in
profit or loss. In the subsequent period, if the impairment loseaees, and such decrease
can be related objectively to an event occurring after thmainment was recognized, the
previously recognized impairment loss is reversed in poofibss. The reversal shall not
result in a carrying amount of the financial asset that exogkdsthe amortized cost would
have been had the impairment loss been unrecognized at the date the inipaireversed.

Notes and accounts receivable:

The evidence of impairment for notes and accounts receivable is cedsaddoth individual
and collective level. All individually significant recebi@s are assessed for specific
impairment. All individually significant notes and accounts redgle found not to be
specifically impaired are then collectively assesse@mgrimpairment that has been incurred
but not yet identified. Notes and accounts receivable teat@rindividually significant are
collectively assessed for impairment by grouping togetherslaad receivables with similar
risk characteristics.

In assessing collective impairment, the Consolidated Conmgpasie historical trends of the
probability of default, the timing of recoveries and the amadinoss incurred, adjusted for
management’s judgment as to whether current economic and coeditions are such that
the actual losses are likely to be greater or less than suggedtistiobizal trends.

(Continued)
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WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

When a decrease in the amount of impairment loss is cletiriputable to an event which
occurred after the impairment loss was recognized, the decrease imiengdoss is reversed
to the extent of the decrease through profit or loss.

Prior to the adoption of the third revised provisions of “Accounfimg-inancial Instruments”
effective January 1, 2011, allowance for bad debts is estirbateed on the recoverability of
the receivables, past collection experience, client cretlitgraaging analysis and internal
credit policy.

(h) Other financial assets

(i)

0)

Other financial assets at fair value through profit or Ergsfinancial assets, excluding cash and
cash equivalents, restricted assets, financial agskis @alue through profit or loss, available-for-
sale financial assets, financial assets carried at oos¢s and accounts receivable, long-term
investments under equity method, and investment in bonds, witttime market. These financial
assets are measured at fair value, and changes in fair vahee@gaized in profit or loss.

Inventories

Inventories are stated at the lower of cost or market valost is calculated by using the
weighted-average method. The cost of inventories includeseitessary expenditure and charges
for bringing the inventory to the salable and usable condition. Market valueismdetd based on
net realizable value or replacement coshet realizable value is determined based on the
estimated selling price in the ordinary course of businesstiesestimated costs of completion
and the selling expenses at the end of the period.

Fixed production overhead is allocated to finished goods and work in progress basedarmgte
capacity of production facilities. Unallocated overhead due to povduction or idle plant
capacity is recognized as cost of goods sold in the period ichwhich overhead is incurred.
Variable production overhead is allocated to each unit of produstidhe basis of the actual use
of production facilities.

Long-term investments under equity method

Long-term investments in which the Consolidated Companies own 20&sthan 20% of the
investee’s voting shares but is able to exercise signfficéluence over the investee’s operating
and financial policy decisions are accounted for using the equity method.

Goodwill arising from these long-term investments is testedimfgrairment annually. If any

indication of impairment exists, an impairment test is peréal immediately. Impairment loss is
recognized for the excess of carrying value over the recoverable amount.

(Continued)
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If an investee company issues new shares of stock and tstoirsveriginal shareholders do not
purchase or acquire new shares proportionately, then the equigrsiip ratio, and therefore the
equity of the investors in net assets of the investee companychaihge. The effect of such
change in the equity ownership ratio is charged to the long-t@rastments accounts against
additional paid-in capital arising from long-term investment§the balance of additional paid-in
capital from long-term investments is insufficient, then tHéedince is debited to the retained
earnings account.

If an investee company purchasis own outstanding shares, its stockholders’ equity and
outstanding shares (excluding treasury shares which have rmgretransferred to employees or
written-off treasury shares and Company shares held by itsd&ri®s), will change. If the
purchase price is equal to the carrying amount of net equibeimtvestee, then the equity of the
investors in net assets of the investee company will ramigsh If the purchase price differs with
the carrying amount of net equity of the investee, then the egfuitbie investors in net assets of
the investee company will change and such change is charged to sapkas.

If the long-term equity investment under the equity method is dishdise difference between the
selling price and the book value @ing-term equity investments under the equity method is
recognized as disposal gain or loss in the consolidated staterhoperations. If there is capital
surplus or cumulative translation adjustment resulting ffong-term equity investments, such
capital surplus or cumulative translation adjustment is eefitedited against the disposal
gain/loss based on the disposal ratio.

Property, plant and equipment and depreciation

Property, plant, and equipment are recorded at cost less accumulated depréaatonstruction
of buildings and purchase of machinery and equipment, the relateglsintests incurred before
commencing to use such assets are capitalized as part afstseotrelated assets. Major repairs
and maintenance, additions, enhancements and replacements, and shef coisimantling,
removing the items, and restoring the site on which thejoaeted, are capitalized in the cost of
related assets. Routine repair and maintenance are charged to cleratibap.

The removal and recovery obligation costs for fixed assets dtivengon-production period are
accrued in accordance with Interpretation (97) 340 issued byAtiheunting Research and
Development Foundation (ARDF). Also, any component of a fixed asdeistdaemed to be a
significant part of the fixed asset, is depreciated indiViguarhe residual useful lives,
depreciation method, and residual value of property, plant and equi@me evaluated at each
financial year-end and changes thereof are accounted for as changesiimiagestimates.

(Continued)
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Property, plant, and equipment are depreciated over their estimsgul lives using the straight-
line method. The estimated useful lives of the respective sla§sssets are as follows:

(1) Buildings: 25 years

(2) Machinery and equipment: 3 to 10 years
(3) Factory and equipment: 5 to 10 years
(4) Office equipment: 3 to 5 years

(5) Other equipment: 1 to 5 years

Gains or losses on the disposal of such assets are accourdechfim-operating income and gains
or expenses and losses.

Intangible assets

In accordance with the ROC SFAS No. 37 “Intangible Assets”, amgittle asset (other than an
intangible asset acquired by way of a government grant whicheasured at its fair value) is
measured initially at cost. Subsequent to the initial recagnitan intangible asset, plus, the
revaluation increment revalued in accordance with the l&sgs, any accumulated amortization
and any accumulated impairment loss is measured at cost.

The amortizable amount of capitalized development expenditureeisrde¢d after deducting its
residual value. Amortization is recognized as an expense on ighstiiae basis over the
estimated useful lives of intangible assets from the daie dhe made available for use. The
estimated useful lives of the intangible assets are as follows:

(1) Technical know-how: 12 years

(2) Computer software and information systems: 2 to 5 years

(3) Others: 1to 3 years

(m) Pension plans

1. Defined benefit pension plan

The Company has established an employee noncontributory defindd pension plan (the

Plan) covering full-time employees in the ROC. Since 2001, thep&oynhas contributed an
amount to the pension fund monthly based on government-approved rate off &l o
salaries and wages. This fund is deposited in the Bank of Taiwan.

(Continued)
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For the defined benefit pension plan, the Company adopted the ROG SIkA 18
“Accounting for Pensions” for its pension plamhich requires actuarial calculation of its
pension liability using the balance sheet date as the measretate. The excess of
accumulated benefit obligation over the fair value of pension atsets is deemed as the
minimum pension liability and is recognized as accrued pensioifitiaThe transitional net
benefit obligation is amortized by straight-line method overrémaining service years of
employees averaging 18 years.

In accordance with the ROC SFAS No.23 “Interim Financial Rewgrtthe Company is not
required to disclose in its interim financial statements ipansformation prescribed under
the ROC SFAS No.18 “Accounting for Pensions”

2. Defined contribution pension plan

Starting from July 1, 2005, the enforcement rules of the newly enacted LabmmP&cts(the
New Act) requirethe following categories of employees to be covered by tlve At that
prescribes a defined contribution plan

(1) Employees who were covered by the Plan and opted to be stbjéce pension
mechanism under the New Act; and

(2) Employees who commenced working after the enforcement date of the New Act

In accordance with the New Act, the Company contributes an amount lyndattan
individual labor pension fund account at the rate of 6% of thwkev's monthly wages. The
amount of contributions is recognized as expense on accrual basis.

(n) Employee stock options

The Consolidated Companies have granted employee stock optitsetaployees. If the equity
instruments under these agreements are granted after Janpaty) 1the employee stock options
are accounted for according to the ROC SFAS No. 39 “Share-Pagenents.” Employee stock
options that were granted, recognized and measured using intahgcmethod before January 1,
2010, are accounted for in accordance with Interpretation No. (92Dp0Z0and 072 of the ARDF.

Under these Interpretations, compensation cost is recognized baseddffierence between the
market price of the stock and the exercise price oéthgloyee stock options on the measurement
date, using the intrinsic value method. This compensation cadtaiged to expense over the
employee vesting period with corresponding increases in the stockholmigitg’ e

Intrinsic value means the difference between the fairevaf the shares, which the employee has
the right to subscribe or has the right to receive, and the ariahich the employee is required to
pay for those shares.

(Continued)
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Revenue recognition

Revenue from sale of goods is recognized upon delivery when théicsighiisks and rewards of
ownership are transferred to customers.

Government grants

The Company adopted the ROC SFAS No. 29 “Accounting for Governmentis@rathDisclosure
of Government Assistance”, under which, government grants amecagnized in the financial
statements until there is reasonable assurance that both of térfglconditions are met:

(i) the Company is able to comply to the terms of government giamds;
(ii) the grants will be received.

Government grants in the form of subsidies are recognized asuevin a reasonable and
systematic way over the periods when the related costexpexrted to be incurred. However,
government grants that are not realized yet are accounted foeagdeévenue.

Income tax

The Company adopted the ROC SFAS No. 22 “Income Taxes” for thputation of income
taxes, using the asset and liability method. Accordingly, defémmme tax is accounted for the
differences between accounting and tax basis of assets aniidmhising enacted tax rates in
effect during the years in which the differences are expeocteelerse. The income tax effects
of the taxable temporary differences are recognized age@fieicome tax liabilities. The income
tax effects of the deductible temporary differences, oper#dsgycarryforwards, and investment
tax credit are recognized as deferred income tax assetsddilion, the realization of deferred
income tax asseis evaluatednd if it is considered more likely than not that the deferred
tax assets will not be realized, a valuation allowance isgrezed accordinglyDeferred
income tax assets and liabilities are classified as reitherent or noncurrent based on the
classification of related assets or liabilities. If tederred income tax assets or liabilities are not
related to any assets or liabilities, then the classificasitmased on the expected realization date of
the deferred income tax asset or liability.

Investment tax credit granted for purchases of equipmengrogsand development expenses and
the Company’snvestment in the Emerging Industry is recognized using the flow through method.

In accordance with the ROC Income Tax Act, the Company netayn the earnings arising after
December 31, 1997, by paying a 10% surtax on the undistributed earningh. siBtax is
accounted for as income tax expense on the date when the stockholdeve apsolution not to
distribute the earnings.

(Continued)
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Notes to Condensed Consolidated Financial Statements

Employee bonuses and directors’ and supervisors’ remuneration

Employee bonuses and directors’ and supervisors’ remuneration apunted for by
Interpretation (96) 052 issued by the ARDF. According to thisrpretation, employee bonuses
and directors’ and supervisors’ remuneration are estimatedcanged as expenses as services are
rendered. The differences between the amounts approved in tebatliars’ meeting and those
recognized in the financial statements, if any, are accounted éhiaages in accounting estimates
and recognized in profit or loss.

Earnings per common share (EPS)

Earnings per common share is calculated by dividing net income byeibted-average number
of outstanding common shares. The weighted-average number @fdingtcommon shares is
adjusted retroactively for the distribution of stock divideridsstockholders out of retained
earnings or capital surplus.

Stock options and common stock issued for employees’ bonustargigocommon stock. Only
basic earnings per share is disclosed if these potential comm@s stiastock are not dilutive.
Otherwise, both basic and diluted earnings per share aresdidclin calculating the diluted
earnings per share, the net income and weighted average nuntdoenrabn shares outstanding
are retroactively adjusted for the potential common shassan@ng they are converted into
common stock at the beginning of the year.

Operating segment

An operating segment is a component of an entity that engagesnedsiactivities from which it

may earn revenues and incur expenses (including revenues andesxpaating to transactions
with other components of the same entity). The segment’s apgrasults are reviewed regularly
by the entity’s chief operating decision maker to make decigiertaining to the allocation of the
resources to the segment and to assess its performanckidbrdiscrete financial information is
available. The operating segment is disclosed in the consoliitzdedial statements.

(u) Convenience translation into U.S. dollars

The consolidated financial statements are stated in Newahailellars. Translation of the June
30, 2012, New Taiwan dollar financial statement amounts into U.Sardmthounts is included
solely for the convenience of the readers, using the noon buyingfreeeral Reserve Bank of
New York on June 29, 2012, of NT$29.80 to US$1 uniformly for all the fishretatement
accounts. The convenience translations should not be construsgresentations that the New
Taiwan dollar amounts have been, could have been, or could in tine &, converted into U.S.
dollars at this rate or any other rate of exchange.

(Continued)
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(3) Reason for and Effect of Accounting Changes

(a) The Consolidated Companies adopted the third revisions of R@S 8I6. 34 “Accounting for
Financial Instruments” effective January 1, 2011 for the recognitheasurement and impairment
of originated loans and receivables. The initial adoption of@mended accounting principle
had no significant impact on the consolidated financial statesmas of and for the six months

ended June 30, 2011.

(b) The Consolidated Companies likewise adopted the ROC SFAS No. 4&tldfire of the
Operating Segment” effective January 1, 2011. According to thisaceounting standard, an
entity shall disclose information to enable users of its filghstatements to evaluate the nature
and financial effect of the business activities in whid@nijages and the economic environment in
which it operates. Internal information that is provided to theabipg decision maker is used as
the basis for determining and disclosing the operating segment. stéhdard replaces the ROC
SFAS No. 20 “Segment Reporting”.

(4) Significant Account Disclosure

(a) Cash and cash equivalents

The components of cash and cash equivalents as of June 30, 2011 and 20%Zolleresa

2011 2012

NTS$ NTS$ US$
Cash on hand $ 567 529 18
Cash in bank 609,756 710,091 23,828

$ _610,323 710,620 _23,846

(Continued)
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(b) Financial instruments
The components of financial instruments as of June 30, 2011 and 2012 welanss fol

1. Financial assets at fair value through profit or tessrrent:

2011 2012
Nominal Book value Nominal Bookvalue Nominal Book value
amount NTS$ amount NTS$ amount Us$
Publicly traded stock $ - 1,258,366 - 961,673 - 32,271
Publicly traded convertible bonds - 24,600 - 24,500 - 822
Bond funds, balancing funds and money
market funds - - 310,456 - 10,418
1,282,966 - 1,296,629 - 43,511
Derivative financial commodity
Forward exchange contracts USs$ 7,500 1,245 - - -
1,284,211 - 1,296,629 - 43,511

(1) For the six months ended June 30, 2011 and 2012, the valuation of firemsetd at fair
value through profit or losscurrent resulted in a loss of NT$317,471 and a gain of
NT$23,745 (US$797), respectively.

(2) For the six months ended June 30, 2011 and 2012, the gain on disposal @dilfessets
at fair value through profit or losscurrent amounted to NT$45 and NT$3,682 (US$124),
respectively.

(3) The Company entered into derivative contracts during the six mentlesd June 30, 2011
to manage its exposures to the fluctuations of foreign exchaige fidhese derivative
contracts did not meet the criteria for hedge accountingtheasix months ended June 30,
2011, the gain on disposal of derivative financial instrumantsunted to NT$1,535,
which was recorded as other income.

There were no such transactions for the six months ended June 30, 2012.

(Continued)



13

WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

2. Available-for-sale financial assetsurrent

2011 2012
NT$ NT$ USs$
Shares of stock:
ITEQ CORPORATION $ - 216,054 7,250
MAG. LAYERS Scientific-Technics Co., Ltd. - 74,588 2,503
Solar Applied Materials Technology Corp. - 28,129 944
$ - 318,771 _10,697

(1) Unrealized loss on available-for sale financial assetgrent of NT$12,210 (US$410), for
the six months ended June 30, 2012, was recognized as an adjustmenkholdstos
equity.

(2) For the six months ended June 30, 2012, the gain on disposal of availalalke-fionencial
assets-current amounted to NT$76 (US$2).

There were no such transactions for the six months ended June 30, 2011.

3. Available-for-sale financial assetsxoncurrent:

2011 2012
NT$ NT$ UsSs$
Shares of stock:
Avago Technologies Ltd. $ 86,480 83,757 2,811
Huga Optotech Inc. (Note) - 93,365 3,133
Tainergy Tech Co., Ltd. (Note) - 105,526 3,541

$ 86,480 282,648 9.485

Note: In 2011, the Company reclassified financial assetdedaat cost-noncurrent to
available-for-sale financial assetsoncurrent, as discussed further in note 4(b).

Unrealized gain on available-for-sale financial assetsoncurrent of NT$20,256 and

NT$29,039 (US$975), respectively, for the six months ended June 30, 2012042, was
recognized as an adjustment to stockholders’ equity.

(Continued)
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4. Financial assets carried at cestoncurrent:

2011 2012
Investee NT$ NT$ US$

Shares of stock:
IntelliEPI Inc. (Cayman) $ 5,306 5,306 178
Huga Optotech Inc. (Note) 216,223 - -
Shin Sheng 11l Venture Capital Investment

Corporation 150,000 150,000 5,033
Inventec Solar Energy Corporation 330,000 263,200 8,832
Tainergy Tech Co., Ltd. (Note) 200,000 - -
Speed Tech Corp. - 58,411 1,960

901,529 476,917 16,003
Conversion option :

Bright Led Electronics Corp. 15,217 15,217 511
Total $_916,746 _492,134 16,514

Note: The shares of stock of Huga Optotech Inc. and Tainerdy Teg Ltd. have been
officially listed in the public market on September 8, 2011 andusud6, 2011,
respectively. Therefore, the Company reclassified itsstnvents in the equity shares
of these investees from financial assets carried at—goshcurrent amounting to

NT$416,223 to available-for-sale financial asset®ncurrent.

Except for those of Huga Optotech Inc. and Tainergy Tech Co.ddaf June 30, 2012,
the above mentioned financial assets do not have public tradieg,pand their fair value
was difficult to determine. Therefore, these financialtassere stated at cost.

(1) For the six months ended June 30, 2011 and 2012, the details of impdosseinicurred
from valuation of financial assets carried at eesbncurrent were as follows:

2011 2012
NT$ NT$ US$
Inventec Solar Energy Corporation $ - 66,800 2,242

(Continued)
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(2) The details of additions (deductiorfgy the six months ended June 30, 2011 and 2012 to
financial assets carried at cestoncurrent were as follows:

2011 2012
Shares (in Shares (in
thousands) NT$ thousands) NT$ uss$
Speed Tech Co. Ltd. - $ - 21,500 58,411 1,960
Inventec Energy Corporation (8,505) (86,903 - - -
$ _(86,90% 58,411 1,960

For the six months ended June 30, 2011, the percentage of the Company’s shareholdings in
Inventec Energy Corporation increased to 20.58% due to its addiéquay investment

of NT$123,764. Therefore, the Company’s equity investment in thesieg company

of NT$86,904 had been reclassified from financial assets catiedst-noncurrent to
long-term investments under equity method as of June 30, 2011.

For the six months ended June 30, 2012, the Company sold some of its equitghgwne
of Speed Tech Corp., so that its shareholding percentage decreas&b{33% to 9.20%.
Such decrease in ownership resulted in the Company’s inalaligxercise significant
influence over Speed Tech Corp. Therefore, the Company’s equitstrimest in this
investee company had been reclassified from long-term equitgtingat to financial
assets carried at ceshoncurrent, as discussed further in note 4(f).

5. Investment in bonds with no active markatoncurrent:

2011 2012
Nominal
Issue period rate (%) NT$ NT$ US$
Convertible Bonds:
Bright Led Electronics Corp. 2010.4.9~2013.4.8 0% $ 344,783 _344,783 __ 11,570

In 2010, the Company purchased the convertible bonds of Bright LeddBiestCorp. at par
value of NT$360,000 through private placement. Because of the stulersion option
embedded in this debt securities investment, the liability conmpo(gertaining to the
investment in bonds) was accounted for separately at itsnpreséue from the equity
component (pertaining to the stock conversion option) thered.efuity component (stock
conversion option) was measured based on the difference betinegurchase price of the
bonds and the present value of the bonds. Under the terms of thesetl@isnpany has the
option to convert the bonds into common stock during the period fromrttoeths of the issue
date to ten days before the maturity date; the stock csioweoption was recorded as financial
assets carried at costhoncurrent.

(Continued)
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(c) Notes and Accounts receivable

2011 2012

NT$ NTS$ US$
Notes receivable $ 1,924 - -
Accounts receivable 890,715 1,101,649 36,968

892,639 1,101,649 36,968

Less: allowance for doubtful accounts and sales
discounts (15,94) (14,885 (499
$ _876,698 1,086,764 _36,469

As of June 30, 2011 and 2012, the notes and accounts receivable were not pledged.
(d) Other financial assetscurrent

The components of other financial assets as of June 30, 2011 and 2012 fokoe/sis

2011 2012

NTS$ NT$ US$
Other receivable from metal recycling $ 295,262 130,109 4,366
Other 1,650 11,202 376

$_296,912 _ 141311 _ 4,742

(e) Inventories

1. The components of inventories as of June 30, 2011 and 2012 were as follows:

2011 2012

NTS$ NT$ USs$
Raw materials $ 708,620 1,725,768 57,912
Supplies 99,836 118,007 3,960
Work in process 536,936 751,684 25,224
Finished goods 250,453 _ 110,619 3,712

$ 1,595,845 2,706,078 _90,808

(Continued)
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2. For the six months ended June 30, 2011 and 2012, the movements of allowance ét& obsol
inventories were as follows:

2011 2012

NT$ NTS$ US$
Beginning balance $ 71,245 71,410 2,396
Addition 4477 59,940 2,011
Write-off (24,433 (21,939 (739
Ending balance $_ 51,289 109,411 _ 3,671

3. For the six months ended June 30, 2011 and 2012, the Company recognized relatelbgsin
on inventories as follows:

2011 2012

NTS$ NT$ US$
Loss on valuation of inventories and obsolescebce 4,477 59,940 2,011
Income from sale of scraps (7,584 (12,446 (418

$ (3.10% 47,494 1,593

(f) Long-term investments under equity method

The components of long-term investments under equity method as of JunéBana®012 were
as follows:

2011 2011
Carrying Investment
value gain (loss)
Shareholding
Investee percentage (%) NT$ NTS$

Inventec Energy Corporation 20.58 $ 173,593 ,986)
WIinMEMS Technologies Holdings Co., Ltd. 34.73 3 (8,785)

Speed Tech Corp. 26.33 224,656 134
$ _ 511973 __ (45,622

(Continued)
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2012 2012
Carrying value Investment loss
Shareholding
Investee percentage (%) NT$ Uss NTS$ uUss$
Inventec Energy Corporation 20.58 $ 127,331 4,273 (19,040) (639)
WIinMEMS Technologies Holdings Co., Ltd. 34.73 43,803 1,470 (15,168) (509)
Speed Tech Corp. - - - (14,753 (495

$ _171,134 5,743 (48,959 (1,643

The details of additions (deductions) for the six months endeed 30, 2011 and 2012 to long-
term investments under equity method were as follows:

2011 2012
Shareholding Shareholding
(in thousands) NT$ Remark (in thousands) NT$ Uss Remark
Inventec Energy Corporation 19,757 $ 210,668 (Note 1) - -
Speed Tech Corp. - - (61,500) (188,991 (6,349 (Note 2)
$___210,66! - (188,99 __ (6,349

Note 1: For the six months ended June 30, 2011, the Company redati®fidnancial assets
carried at cost noncurrent to long-term investments under equity method, as discussed
further note 4(b).

Note 2: For the six months ended June 30, 2012, the Company sold for NT$259,220 (JS$8,699
its ownership of the shares of stock of Speed Tech Corp., wittying value of
NT$122,921 (US$4,125). The related capital surplus and other edijitgtraent
arising from this equity investment of NT$14,248 (US$478) were ecbdised on the
disposal ratio. The net gain on disposal of such investment ardoiontT$150,547
(US$5,052) for the six months ended June 30, 2012.

As the Company sold its ownership of some shares of stockeddSTech Corp., its
shareholding percentage in this investee decreased from 26.33% to. Sd6Bosale
resulted in the Company’s inability to exercise significanluarice over Speed Tech
Corp. Therefore, the Company’s equity investment in this ieeesbmpany had been
reclassified from long-term equity investments to financiaetss carried at cost
noncurrent, as discussed further note 4(b).

(Continued)
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For the six months ended June 30, 2012, the details of impairment logednftam valuation of
long-term investments under equity method were as follows:

2011 2012
NT$ NT$ US$

WIinMEMS Technologies Holdings Co., Ltd. $ - 34,579 1,160

(g) Property, plant and equipment

1. In 2012, the Consolidated Companies had entered into an agreementhaspuland and
buildings from TAROKO TEXTILE CORPORATION for NT$1,080,000 (US$36,242The
registration process for the transfer to the Company of theemship of these land and
buildings was completed as of July 17, 2012.

2. As of June 30, 2011 and 2012, the details of accumulated depreciation walevas f

2011 201z

NTS$ NT$ US$
Buildings $ 148,12¢ 175,89:. 5,90:
Machinery and ecipmen 3,95¢€,90¢ 2,540,83! 85,26:
Factory and equipme 76%,94¢ 923,01! 30,97
Office equipmer 48,232 81,03 2,721
Otherequipmer 137,743 130,241 4,37(

$ 5,054,957 3.851,07 129,23(

For the six months ended June 30, 2011 and 2012, capitalized intgresses amounted to
NT$19,320 and NT$10,700 (US$359), respectively. The annual shtetes at which these
interest expenses were capitalized ranged from 1.38% to 1.60% and 1067% 9%,
respectively.

(Continued)
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(h) Intangible assets

The movements in intangible assets for the six months ended Junel0arzD 2012 were as
follows:

NT$
Computer
Technical software and Others Total
know-how information
systems
Original cost:
Balance as of January 1, 2011 $ 46,005 146,004 2,911 194,920
Additions - 27,519 3,183 30,702
Other (Note) - 4,268 - 4,268
Balance as of June 30, 2011 $ 46,005 177,791 6,094 229,890
NT$
Computer
Technical software and Others Total
know-how information
systems
Original cost:
Balance as of January 1, 2012 $ 46,005 149,863 4,988 200,856
Additions - 11,625 335 11,960

Balance as of June 30,2012 $ 46,005 161,488 5,323 212,816

NT$
Computer
Technical software and Others Total
know-how information
systems
Amortization:
Balance as of January 1, 2011 $ 639 61,046 709 62,394
Amortization 1,917 24,954 1,784 28,655
Balance as of June 30, 2011  $ 2,556 86,000 2,493 91,049
NT$
Computer
Technical software and Others Total
know-how information
systems
Amortization:
Balance as of January 1, 2012 $ 4,473 75,678 ,0533 83,204
Amortization 1,917 23,845 1,230 26,992
Balance as of June 30,2012 $ 6,390 99,523 4,283 110,196

(Continued)



(i)

21

WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

NTS$
Computer
Technical software and Others Total
know-how information
systems
Carrying value:
Balance on June 30, 2011 $ 43,449 91,791 3,601 138,841
Balance on June 30, 2012 $ 39,615 61,965 1,040 102,620
Us$
Balance on June 30, 2012 $ 1,329 2,080 35 3,444

Note: Other current assets consisting of prepayments for cempoftware and information
systems were reclassified as intangible assets.

Short-term borrowings

The components of short-term borrowings as of June 30, 2011 and 2012 were &s follow

2011 2012
NT$ NT$ US$
Unsecured loans $ 222.588 94,070 3,157

The aforementioned short-term borrowings bear floating intesitest.r For the six months ended
June 30, 2011 and 2012, these interest rates ranged from 0.92%%pand(01.00% to 1.88%,
respectively. As of June 30, 2011 and 2012, the unused bank credifoli short-term
borrowings amounted to NT$3,225,352 and NT$4,306,435 (US$144,511), respeétivefydune
30, 2011 and 2012, the unused bank credit line for short-term borrowingsoagdetm
borrowings amounted to NT$0 and NT$450,000 (US$15,101), respectively.

(Continued)
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() Long-term borrowings

As of June 30, 2011 and 2012, the details of long-term borrowings were as follows

2011 2012
Annual Annual
Nature interest interest
NT$ rate (%) NT$ Uss$ rate (%)
Syndicated loan agreement:
China Development Industrial Bank and other
twelve banks (Note 1) $ 1,882,687.66~1.72 1,123,566 37,704 1.77~1.83
Mega International Commercial Bank and
other sixteen banks (Note 2) 2,956,000.50~1.60 4,186,000 140,470 1.61~1.71
Less: Unamortized issuing cost (18,643 (14,532 (488
Sub-total 4,820,044 5,295,034 177,686
Secured loans 1,045,4391.18~2.07 530,202 17,792 1.69~2.14
Unsecured loans 350,0001.55~1.71 805,000 27,013 1.60~1.78
Total 6,215,483 6,630,236 222,491
Less: current portion (1,131,343 (1,407,089 (47,219
$__5.084,140 5,223,147 _ 175,273

As of June 30, 2011 and 2012, the unused credit lines for long-temowioogs amounted to
NT$2,174,000 and NT$839,000 (US$28,154), respectively. As of June 30, 2011 andh2012, t
unused bank credit lines for long-term and short-term borrowing visgi®sked further in note 4(i).
The collateral for these long-term borrowings is disclosed in note 6.

Note 1: In March 2008, the Company entered into a seven-year ggadioan agreement with

China Development Industrial Bank and other twelve banks. The dogdit facility
amounted to NT$2,810,000 and is due in March 2015.

(Continued)
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The significant terms of this syndicated loan agreement arel@asdol

(@) Tranche A: medium-term secured loans. The crediitiaINT$900,000, and it is not a
revolving loan. This is intended to repay an existing loan (includiegamount used to
finance the purchase of land and buildings) and for operation working capital

(b) Tranche B: medium-term secured loans. The credit fa@liyT$1,491,105, and it is not
a revolving loan. This is intended for the purchases of machinery armhesmii

(c) Tranche C: medium-term secured loans. The credit fasliNT$418,895, and it is not a
revolving loan. This is intended for the purchases of machinery and eauipme

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

(a) At the end of the semi-annual and annual reporting pelied;urrent ratio shall not be
lower than 100%, liability ratio (Liabilities/Net asset wa) shall not be higher than
100%, interest coverage ratio shall not be lower than 200% , and gt stall notbe
lower than NT$3,500,000.

(b) The collections of accounts receivable of the Companytarslibsidiaries from 11 key
customers and any other customers must be deposited into the foueigncy account
with the managing bank. The deposit of such collections must exde&DB,000 every
quarter starting from the first 3 months after the indi@wdown of the credit facility on
Tranche A. If this covenant is breached, the Company shoulddper@another set of
accounts receivables from other customers to be identified bym#reaging bank,
otherwise, the credit terms will be cancelled.

(c) The Company’s production of GaAs wafers must reach 4,000spperemonth and its
quarterly revenue must exceed NT$500,000 before the Tranche A faaliiy or the
funding period of the loan is fully consummated, whichever comes first.

On December 29, 2011, the Company signed the initial supplemeptaraat of a seven-
year syndicated loan agreement with China Development InduBtidd and other twelve
banks. The significant terms and conditions of this supplementary com&rac llows:

(a) At the end of the semi-annual and annual reporting period, thentwatio shall not be
lower than 100%, liability ratio (Liabilities/Net asset value)llshat be higher than 120%,
interest coverage ratio shall not be less than 300%, andset$ aball not be lower than
NT$6,000,000 starting from the effective date of the supplementary contract

(b) Except for the amended financial covenant as described abovethbe financial

covenants and restrictions of the original seven-year syndidatsn agreement will
remain to be effective.

(Continued)



24

WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

As of June 30, 2011 and 2012, the Company was in compliance with the fatavaal
covenants and restrictions.

Note 2: In January 2011, the Company entered into a seven-year ssthidaat agreement with
Mega International Commercial Bank and other sixteen banks. tofakcredit facility
under this loan agreement is NT$4,800,000 and is due in February 2018.

The significant terms of this loan agreement are as follows:

(a) Tranche A: medium-term secured loans. The credit fadditMT$3,000,000 and it is
not a revolving loan. This is intended to repay an existing loanarnithd purchases of
machinery and equipment.

(b) Tranche B: medium-term secured loans. The credit facdity7$1,800,000, and it is a
revolving loan. This is intended for operation working capital.

The related financial covenants and restrictions for thdisgted loan mentioned above were
as follows: At the end of the annual reporting period, curratid shall not be lower than
100%, liability ratio (Liabilities/Net asset value) shalbt be higher than 120%, interest
coverage ratio shall not be less than 300%, and net equity shall nes ede NT$6,000,000.

As of June 30, 2011 and 2012, the Company was in compliance with thecalvewants and
restrictions.

(k) Pension plans

The pension cost and related information as of and for the six months ended June 30, 2011 and 2012
were as follows:

2011 2012
NT$ NT$ Us$
Benefit of the pension fund:

Bank of Taiwan $ 31,809 32,780 1,100
Accrued pension liabilities $ 3,297 5,504 185
Periodic pension cost:

Defined benefit pension plan cost $ 934 1,382 46

Defined contribution pension plan cost 16,484__ 19,532 656

$_ 17,418 20,914 702
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() Income tax

1. Each consolidated entity files its own separate income taxret The Company is subject to
the ROC income tax at a maximum rate of 17% for the six marttied June 30, 2011 and
2012. Also, the Company calculates the amounts of its basic tascardance with the
“Income Basic Tax Act”. WIN SEMI. USA, INC., a consoliddtsubsidiary, is subject to
income tax at a maximum rate of 39%.

2. The components of income tax expense for the six months ended J@@4 B@nd 2012, were

as follows:
2011 2012
NTS$ NT$ US$
Current income tax expense $ 83,315 107,916 3,621
Deferred income tax benefit (82,923 (2,349 (78
Income tax expense $ 592 105,570 3,543
3. The deferred income tax benefit for the six months ended Jurn2030,and 2012, were as
follows:
2011 2012
NT$ NT$ uUss$
Investment tax credits $ 112,315 95,875 3,218
Pension expenses adjustment for tax purpose (141) (217) )
Depreciation expenses adjusted for tax purposes (6,461) (5,356) (180)
Reversal (provision) of allowance for inventory
obsolescence 3,393 (6,131) (206)
Unrealized commission expense (294) (346) (12)
Unrealized cost of goods sold (2,083) (705) (24)
Unrealized sales discounts and allowances (1,534) (403) (13)
Unrealized (realized) valuation loss or gain on
financial assets (53,971) 4,036 136
Unrealized exchange loss or gain (5,434) (1,070) (36)
Unrealized investment loss or gain recognized under
equity method 5,993 (6,170) (207)
Valuation allowance for deferred income tax assets (134,506 (81,859 (2,74%
Deferred income tax benefit $ _ (82723 _ (2346 ____ (79
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4. The income tax calculated on pretax financial income attetgtwate was reconciled with
income tax expense as reported in the accompanying consolidaézdestss of operations for
the six months ended June 30, 2011 and 2012, as follows:

2011 2012
NT$ NT$ Us$

Income tax calculated on pre-tax financial income at

statutory income tax rate $ 73,696 167,669 5,626
Investment tax credits - 993 33
Research and development tax credits according to

“Industrial Innovation Act” (12,353) (14,376) (482)
Gain on disposal of investment (8) (7,639) (256)
Dividend income (1,715) - -
Meal expense disallowed for tax reporting purposes 635 809 27
Depreciation expense adjusted for tax purposes 753 125 4
Impairment loss on financial assets carried at cost—

noncurrent - 11,356 381
Disposal of long-term investments under equity

method adjusted for tax purposes - (18,592) (624)
Investment loss recognized under equity method

(domestic) 6,262 5,744 193
10% surtax on unappropriated earnings 66,429 41,021 1,377
Others 1,399 319 11
Valuation allowance for deferred income tax assets (13%,50681,859 (2,747
Income tax expense $ 592 105,570 3,543
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5. The components of the deferred income tax assets (liabiligesf June 30, 2011 and 2012,
were as follows:

2011 2012
NT$ NT$ Us$

Deferred income tax assets (liabilitiesurrent

Allowance for obsolete inventories $ 8,719 98,6 628

Unrealized commission expense 2,780 3,929 132

Unrealized cost of goods sold 2,083 3,610 121

Unrealized sales discounts and allowances 1,816 1,613 54

Unused investment tax credits 181,026 106,924 3,588

Unused loss carry-forwards - 162,475 5,452

Unrealized exchange loss (gain) (3,962) 2,092 70

Unrealized valuation loss on financial assets 03,3 56,986 1,912
Deferred income tax assets, aeurrent $_ 201,763 356,320 11,957
Deferred income tax assets (liabilitieshoncurrent

Unused investment tax credits $ 148,299 96,805 3,248

Unused loss carry-forwards 163,180 - -

Unrealized pension expense for tax purposes 560 936 31

Difference in depreciation expense between findrcid tax

purposes (8,721) 687 23

Unrealized investment gain recognized under eqoéthod (1,279) (1,562) (52)

Others (154) - -

Less: Valuation allowance for deferred income tssets (270,492 - -
Deferred income tax ass (liabilities), net-noncurrent $ 31.543 06.866 3.250

6. According to the ROC Income Tax Act, operating loss can beedaforward for 10
consecutive years to reduce future taxable income. As of3yri#12, the unused loss carry-
forwards and their expiry year were as follows:

Year granted Unused loss carry forward amount Expiry year
NT$ USs$
2004 (assessed) $ 205,943 6,911 2014
2005 (assessed) 699,155 23,462 2015
2006 (assessed) 50,638 1,699 2016

$ 955,736 32,072
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7. The Company was granted investment tax credit for investmemisearch and development

expenditures according to “Industrial Innovation Act”. This investmeenttedit can be used to
reduce the income liability in the current year at an amounéxteeding 30% of the income
tax liability. Also, the Company was granted investment taxlits for investment in certain
high-tech industries for purchases of automatic machinery quigreent, for expenditures in
research and development and employee training, and the Company'snémidst the
Emerging Industry. These investment tax credits can be ageddce the income tax liability
in the current year and in the following four years at an amnanexceeding 50% of the
income tax liability for each year during the first four yeavgh full utilization of the balance
of the remaining unused investment tax credits in the firal. y&s of June 30, 2012, unused
investment tax credits available to the Company were as follows:

Year granted Unused investment tax credits Expiry year
NT$ Us$
2008 (assessed) $ 19,829 665 2012
2009 (assessed) 87,095 2,923 2013
2010 (filed) 57,915 1,943 2014
2011 (estimated) 38,890 1,305 2015

$ 203,729 — 6.836

. As of June 30, 2011 and 2012, imputation credit account (ICA) and credrttld were as
follows:

2011 2012
NT$ NT$ Us$
Unappropriated earnings after 1997 $ 1,097,205 1,955,223 _65,612
ICA $ __ 165,648 280,764 9,422
2011 2012
Creditable ratio for earnings distributed to _
domestic shareholders 12.66% (actual) 14.45% (estimated

. As of June 30, 2012, the Company’'s income tax returns have beereddsggsbe local tax
authorities through 2009, with no additional tax liabilities.
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(m) Stockholders’ equity
1. Common stock

As of June 30, 2011 and 2012, the Company’s authorized share capsgated of 1,000,000
thousand shares of common stock, with NT$10 par value per shavkichbf 622,572 thousand
shares and 648,699 thousand shares, respectively, were issued and ngtstaredCompany
has reserved NT$1,000,000 for employee stock options.

For the six months ended June 30, 2011 and 2012, the Company had issuetidu&@adt
shares and 106 thousand shares resulting from the exerciseplolyeenstock options .The
aforementioned stock issuance was authorized by and redisteth the government
authorities.

2. Capital surplus, legal reserve, and restrictions on appropriatioasrohgs
(1) Capital surplus

According to the amended Company Act which was announced in Ja2ERy capital
surplus should not be used except for covering the accumulatieit defloss of the
Company. The capital surplus includes the premium from issugrslgares over their
par value and the income from endowments received. In addititwe, dapital surplus is
capitalized, the combined amount of any portions capitalized in any earenyay not
exceed 10 % of the paid-in capital in accordance with the€@iGoverning the Offering
and Issuance of Securities by Securities Issuers”. The deftadgital surplus as of June
30, 2011 and 2012 were as follows:

2011 2012
NT$ NT$ USs$
Additional paid-in capital in excess $ 1,290,352 1,533,049 51,444
of par value of shares
Long-term equity investments 28,445 50 2
Employee stock options 89,937 232,074 7,788

$ _1.408.734  _1,765173 _59.234
(2) Legal reserve:

According to the amended Company Act which was announced in JakQd2y the
Company must retain 10% of its annual income as a legatveesintil such retention
equals the amount of the paid-in capital. If it has no acateuildeficit, the Company
may, in pursuant to a resolution approved by its stockholdetsbdis its legal reserve by
issuing new shares or cash for the portion in excess of 25% of thenyaidiial.
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(3) Appropriations of earnings:

Prior to June 5, 2012, the Company’s Articles of Incorporation stigptiteat 10% of the
balance of annual income or earnings after deducting accumuksited, &f any, must be
set aside as a legal reserve and a special capitavees likewise appropriated or the
annual income or earnings are retained in accordance witlanellews or regulations or
as requested by the authorities. Otherwise, the remainingceatd the earnings is further
appropriated as follows:

A. 5% to 10% as employees bonuses

B. 1% to 3% as directors’ and supervisors’ remuneration

C. the remaining balance, excluding(A) and (B),will be distribut@dtbckholders as
dividends of which cash dividends should not be lower than 10% ofotaé t
stockholders’ dividends

On June 5, 2012, the Company’s stockholders approved the revisibe @ompany’s
Articles of Incorporation effective on the same date. Theseelvarticles of incorporation
stipulate that 10% of the balance of annual income or earnings déducting
accumulated deficit, is first set aside as a legal resetewever, this appropriation for
legal reserve is discontinued when the balance of legalvesquals the authorized
capital. The remaining balance, if any, must be distributed as follows:

A. 5% to 10% as employees bonuses

B. 1% to 3% as directors’ and supervisors’ remuneration

C. the remaining balance, excluding(A) and (B),will be distributedtockholders as
dividends of which cash dividends should not be lower than 10% ofotaé t
stockholders’ dividends

As the Company is a technology and capital-intensive enterprisis & its growth phase,
it has adopted a more prudent approach in appropriating its regaarnings as its
dividend policy in order to sustain its long-term capital neeu$ thereby maintain
continuous development and steady growth.
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On June 10, 2011 and June 5, 2012, respectively, the Company’s stockhprdeved a
resolution to appropriate its earnings for 2010 and 2011as follows:

2010 2011
NT$ NTS$ Uss$
Cash dividends $ 513,291 518,874 17,412
Bonuses to employees 58,100 92,900 3,117
Remuneration to directors and
supervisors 17,400 27,800 933

The above-mentioned appropriations of 2010 and 2011 earnings were congistehe

resolutions of the meeting of the board of directors.

on websites such as the Market Observation Post System.

The celatermation can be found

As of June 30, 2011 and 2012, the Company accrued and recognized emgoyess’
amounting to NT$21,000 and NT$79,000 (US$2,651), respectively, andodsteand
supervisors’ remuneration amounting to NT$6,300 and NT$23,800 (US$&98¢ctively.
The difference between the actual appropriation of 2011 and 2012g=safoi employees’
bonus and directors’ emoluments as approved in the shareholdetignaed those
recognized in the financial statements, if any, is accountedsfaraange in accounting
estimates and recognized in profit or loss of the followiegrywhen the shareholders
approved the appropriations of those earnings. In addition, the number of shalegetistr
to employees as employees’ bonus is calculated based on thegcjosie of the
Company’s shares of stock being traded in the listed market aayheefore the approval

of shareholders’ meeting.

3. Employee stock options:

The Company’s board of directors approved resolutions to exspdoyee stock options, with
the right for each unit of the options to purchase one shafedfdmpany’s common stock.
The details of employee stock options were as follows:

Date of
approval by Date of Estimated
the board of approval by issuable Actual
Item directors authority Issue date  Duration shares issue shares  Price of each share
NT$ uss
(expressed (expressed
in dollars) in dollars)
2006:
- 1st batch 2006.11.30 2006.12.25 5 years 10.000.000 730,000 10.0 0.34
- 2nd batch 2006.11.30 2007.07.20 7 AN 9,270,000 10.0 0.34
2007 2007.06.15 2007.07.16 7 10,000,000 10,000,000 10.0 0.34
2008 2008.10.28 - 2009.08.20 7 years 10,000,000 10,000,000 10.0 0.34
2009 2009.08.21 2009.09.22 2009.09.30  5years 20,000,000 20,000,000 10.1 0.34
2010 2010.07.05 2010.09.28 2011.01.26 7 10,000,000 10,000,000 25.5 0.86
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The details of exercisable percentage of employee stock optionasvienews:

Issuedin Issuedin Issuedin Issuedin Issued in

2006 2007 2008 2009 2010
Grant date - - 50% - -
Over one year 40% 25% 100% - -
Over two years 100% 50% 100% 60% 60%
Over three years 100% 75% 100% 100% 100%
Over four years 100% 100% 100% 100% 100%
Over five years 100% 100% 100% 100% 100%
Over six years - - 100% - -
Over seven years - - 100% - -

Had the Company used the fair value based method to evéhgatetions using the Black-
Scholes model, the assumptions at the various grant dates would have beewss foll

Employee Employee
stock options stock options
in 2010-2° in 2010-3¢
batch batch

Price of each share (NT dollars) $ 255 25.5
Expected life 1.57 years 2.57 years
Market value of per share (NT dollars) $ 14.1 15.2
Expected volatility 32.56% 32.56%
Risk free interest rate 0.91% 0.99%

For the six months ended June 30, 2011 and 2012, the related outstandiragndnieighted-
average exercise price of employee stock options were as follows:

2011 2012
Shares (in  Weighted-average Shares (in Weighted-average
thousands) exercise price thousands) exercise price
NT$ NT$ uUss$
(expressed in (expressed (expressed
dollars) in dollars) in dollars)
Outstanding at the beginning 27,824 $ 10.50 17,891 18..41 0.62
Granted 10,000 25.50 - - -
Exercised (5,005) 10.00 (106) 10.09 0.34
Expired (41) - (369 -
Outstanding at the end 32,408 14.73 17,416 18.45 0.62

For the six months ended June 30, 2011 and 2012, the compensatitor eosployee stock
options amounted to NT$50,242 and NT$86,460 (US$2,901), respectively, whicheba
recorded under cost of goods sold and expenses in accordance with 8F2& N
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As of June 30, 2012, the Company’s compensatory outstanding empiogle®stions were as
follows:

Outstanding

Exercisable
Weighted
average of
remaining Weighted-average
Range of exercise price Shares (in  duration Shares (in exercise price
Issue date NT$ uUss$ thousands) (years) Thousands) NT$ Uss$
(expressed (expressed (expressed (expressed
in dollars) in dollars) in dollars) in dollars)
2009.09.30 $ 10.10 0.34 7,977 2.25 249 10.10 0.34
2011.01.26 25.50 0.86 9,439 3.58 - 25.50 0.86

The Company’s employee stock options issued in 2006 through 2007 werdecka@s
compensation cost using the intrinsic value method. Under SFAS3® the pro-forma net
income and EPS for the six months ended June 30, 2011, will be as follows:

2011
NTS$
Net Income Net income in statements of operations 432,914
Compensation cost (9,482
Pro-forma net income $__ 423,432
Basic EPS (dollars)  EPS in statements of opera{@fter income tax) 0.70
Pro-forma EPS 0.68
Diluted EPS (dollars) EPS in statements of operations 0.69
(after income tax)
Pro-forma EPS 0.67

As of June 30, 2012, all of the Company’s employee stock options issB@darthrough 2007

had matured or there were no more outstanding employee stochspiothat no pro-forma
information was disclosed.
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(n) Earnings per share

For the six months ended June 30, 2011 and 2012, the Company’'s earnirgfmngemwere
calculated as follows:

(Shares expressed in thousands)

2011 2012
before before
income tax income tax
NT$ NT$ uss$
Basic earnings per share
Net income $ 433,506 986,289 33,097
Weighted-average number of shares outstanding githiaperiod 620,113 648,674 648,674
Basic earnings per share (dollars) $ 0.70 1.52 0.05
Diluted earnings per share
Net income $ 433,506 986,289 33,097
Weighted-average number of shares outstandingglthia period 620,113 648,674 648,674
Employees’ bonuses 5,040 4,046 4,046
Employee stock options 6,726 7,792 7,792
Weighted-average number of shares outstandingglthis period-
diluted 631,879 660,512 660,512
Diluted earnings per share (dollars) $ 0.69 1.49 0.05
2011 2012
after after
income tax income tax
NT$ NT$ uss$
Basic earnings per share
Net income $ 432,914 880,719 29,554
Weighted-average number of shares outstandingglthieperiod 620,113 648,674 648,674
Basic earnings per share (dollars) $ 0.70 1.36 0.05
Diluted earnings per share
Net income $ 432,914 880,719 29,554
Weighted-average number of shares outstandinggithia period 620,113 648,674 648,674
Employees’ bonuses 5,040 4,046 4,046
Employee stock options 6,726 7,792 7,792
Weighted-average number of shares outstanding @it period-
diluted 631,879 660,512 __ 660,512
Diluted earnings per share (dollars) $ 0.69 1.33 0.04
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(o) Disclosure of financial instruments
1. Fair value of financial instruments

(1) The fair values of financial assets and liabilities extdd by the Consolidated Companies
using public quote or a valuation method were as follows:

2011
NT$
Fair value
Carrying Public quote Assessment
value value value

Financial assets:
Cash and cash equivalents $ 610,323 - 610,323
Financial assets at fair value through profit aslestock 1,258,366 1,258,366 -

Financial assets at fair value through profit @slo

forward 1,245 - 1,245
Financial assets at fair value through profit @sle

convertible bonds 24,600 24,600 -
Available-for-sale financial assetsxoncurrent 86,480 86,480 -
Financial assets carried at cestoncurrent 901,529 - -
Investment in bonds with no active marketoncurrent 344,783 - -
Notes and accounts receivable 876,698 - 876,698
Other receivables related parties 496 - 496
Other financial assetscurrent 296,912 - 296,912
Restricted assetsnoncurrent 23,199 - 23,199
Stock conversion option 15,217 - -

Financial liabilities:

Short-term borrowings 222,588 - 222,588
Accounts payable 1,320,983 - 1,320,983
Accrued expense, dividends payable, payable on
equipment and other current liabilities 1,371,077 - 1,371,077
Long-term borrowings (including current portion) 265,483 - 6,215,483
Off-balance-sheet financial instruments:
Letters of credit - - 335,601
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2012
NT$ USs$
Fair value Fair value
Carrying  Public quote Assessment Carrying Public quote Assessment
value value value value value value
Financial assets:
Cash and cash equivalents $ 710,620 - 710,620 23,846 - 23,846
Financial assets at fair value through profit or
loss—funds 310,456 310,456 - 10,418 10,418 R
Financial assets at fair value through profit or
loss—stock 961,673 961,673 - 32,271 32,271 -
Financial assets at fair value through profit or
loss—convertible bonds 24,500 24,500 - 822 822 -
Available-for-sale financial assetgurrent 318,771 318,771 - 10,697 10,697 -
Available-for-sale financial assetsxoncurrent 282,648 282,648 - 9,485 9,485 -
Financial assets carried at cestoncurrent 476,917 - - 16,003 - -
Investment in bonds with no active market
noncurrent 344,783 - - 11,570 - -
Notes and accounts receivable 1,086,764 - 1,086,764 36,469 - 36,469
Other financial assetscurrent 141,311 - 141,311 4,742 - 4,742
Restricted assetsnoncurrent 23,358 - 23,358 784 - 784
Stock conversion option 15,217 - - 511 - -
Financial liabilities:
Short-term borrowings 94,070 - 94,070 3,157 - 3,157
Accounts payable 1,726,470 - 1,726,470 57,935 - 57,935
Accrued expense, dividends payable, payable
on equipment and other current liabilities 1,438,31 - 1,433,315 48,097 - 48,097
Long-term borrowings (including current
portion) 6,630,236 - 6,630,236 222,491 - 222,491
Off-balance-sheet financial instruments:
Letters of credit - - 164,932 - - 5,535

2. Methods and assumptions to measure the fair value of financial instruments

(1) As the maturity dates of short-term financial instrumentsjuiting cash and cash
equivalents, notes and accounts receivable, other receivabdated parties, other
financial assets- current, restricted assets, short-term borrowings, accountslpaya
accrued expenses, dividends payable, payable on equipment and otber lclilities
are within one year of the balance sheet date, their book ialoensidered to be a
reasonable basis for assessing their fair value.

(2) If publicly quoted market prices of financial assets anulliiges are available, then quoted
price is adopted as the fair value. If market prices aravaitable, a valuation technique
is adopted to determine the fair value. When adopting a valuatibnique, the estimates
and assumptions used are consistent with those used by finandial iparticipants in
setting prices for financial instruments.
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(3) Financial assets carried at cost have no quoted prices iniga arket and entail an
unreasonably high cost to obtain verifiable fair values. Therefore, no faé ispresented.

(4) The fair values of derivative financial instruments asseased by valuation techniques.
When adopting a valuation technique, the estimates and assumptimharesclose to

those used by financial market participants when setting pficesthe financial
instruments.

(5) Long-term borrowings: As these borrowings bear floating interagts which are
calculated based on the prevailing market rate adjustaiebCompany’s credit spread,
their fair value was estimated to be close to their carrying value.

(6) The fair value of investment in bonds with no active markdetermined based on certain
valuation techniques. The estimates and assumptions of theiaalt@thniques are
identical to those adopted by other market participants.

(7) The fair value of letters of credit is based on the amount of the contract.
3. Disclosure of financial risks

(1) Market risk

The open-end mutual funds and securities held by the Consolidatega@ies were
measured at fair value and were recorded as financial asdatsvalue through profit or
loss and available-for-sale financial assets, respectividigrefore, the Consolidated
Companies bear the risk of changes in market price.

The Consolidated Companies are exposed to foreign currency riskamescoeceivables
which are denominated in a currency other than New TaiwamrdolHowever, this
foreign currency risk will most likely be offset by the sansk related to those accounts
payables which are denominated in a foreign currency. TherdfmeConsolidated
Companies believe those exposures to foreign currency risk are low.

(2) Credit risk

The Consolidated Companies are exposed to potential credthrimkgh cash and cash
equivalents, forwards, securities, and accounts receivabla. i€aeposited in different
financial institutions. The Consolidated Companies own secubyigrirchasing publicly
traded stocks. Derivative counterparties are limited tgh-biredit-quality financial
institutions. However, the credit risk involving cash, derivatiad securities is not
expected to be significant.
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As of June 30, 2011 and 2012, the Consolidated Companies’ notes and sccount
receivables were concentrated on 7 and 6 customers, whose acepuegsemted 82% and
74% of total accounts receivables, respectively. In ordezdoce the credit risk on these
accounts receivable, the Consolidated Companies continuedduatevihe financial status

of these customers and request for collaterals when necessHmg. Consolidated
Companies evaluates the possible loss on accounts receipabiedically and accrues
allowance for doubtful accounts, if necessary. Historically, defat expense has always
been under management’s expectation.

(3) Liquidity risk
The Consolidated Companies’ capital and operating funds areieniffto fulfill all
obligations. Therefore, the Consolidated Companies’ managemeeavdselhat they do
not have any significant exposure to liquidity risk.

(4) Cash-flow risk related to the fluctuation of interest rates
The Company’s short-term borrowings and long-term borrowings hbestinfy interest
rates. The changes in effective rate along with the fatica of the market interest rate
influence the Company’s future cash flows. If the market ésterate increases by 1%,
the Company’s future yearly cash outflow would increasedpraximately NT$67,243
(US$2,256).

(5) Transactions with Related Parties

(a) Names and relationships of related parties

Name Relationship
HIWIN Technologies Corp. The vice-president is @@mpany'’s president
WIinMEMS Technologies Co., Ltd. Investee of the Quidated companies accounted for by

equity method

(b) Significant transactions with related parties

1. Probe cleaning service and rent revenue

For the six months ended June 30, 2011, the Company had provided probe clesitegsdr
leasing of office space to WInMEMS Technologies Co., Ltd. Témwice income and rental
income, which were billed monthly and were recorded as other incamaunted to NT$570
and NT$2,459, respectively. As of June 30, 2011, the other receivabiegafiom these
transactions was NT$496.
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For the six months ended June 30, 2012, the Company had provided probe cleanieg aedvic
leasing of office to WINMEMS Technologies Co., Ltd. The serunm®me and rental income
thereon amounted to NT$570 (US$19) and NT$1,983 (US$67), respectitath, were billed
monthly, and were recorded as other income. As of June 30, 2012, ehalpes arising from
these transactions were fully collected.

2. Property transaction
For the six months ended June 30, 2011 and 2012, the Company purchasedryn&cinme
HIWIN Technologies Corp. worth NT$2,595 and NT$0 (US$0) respeygtived of June 30,
2011 and 2012, there was no outstanding accounts payable arising fotmarisaction as it
was fully paid.

(6) Pledged Assets

The carrying values of the pledged assets as of June 30, 2011 and 201 2falresas

2011 2012
Pledged assets Object NT$ NT$ us$

Restricted assetsnoncurrent Gas deposits $ 3,000 3,000 101
Restricted assetsnoncurrent Customs guarantee 20,199 20,358 683
Land Long-term borrowings 599,602 599,602 20,121
Buildings Long-term borrowings 568,403 540,868 58,1
Factory and equipment Long-term borrowings 587,200 1,006,797 33,785
Machinery and equipment Long-term borrowings 3,285, 4,022,455 134,982
Construction in progress Long-term borrowings 6386, 32,817 1,101
Prepayment for purchases of Long-term borrowings

equipment 194,267 212,253 7,122
Other equipment Long-term borrowings 754 3,211 108
Office equipment Long-term borrowings 145 6,674 224

$ 5,684,501 6,448,035 216,377
(7) Commitments and Contingencies

(@) As of June 30, 2011 and 2012, the unused letters of credit amounte@$883¥601 and
NT$164,932 (US$5,535), respectively.

(b) As of June 30, 2011 and 2012, the Company entered into agreementshasputand and
buildings, construction of buildings and purchase of machinery eqotpwiéh contract prices
aggregating to NT$4,716,458 and NT$2,524,818 (US$84,725), of which NT$1,271,366 and
NT$1,129,562 (US$37,905) respectively, were unpaid.
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(c) In 2010, the Company, together with a non-related party/entity, had jemttyed into a technical
development cooperation agreement with the Ministry of Economiair8ffwhich is effective
until April 30, 2011. Under this agreement, the Company receivesrdursement of NT$5,500
for every stage of development of solar generator cairneluling other cost reimbursement of
NT$1,980 for a non-related party/entity).

(d) In 2008, the Company had entered into a syndicate loan agreement hirin @evelopment
Industry Bank and the other twelve banks. For the related iafam please refer to note 4(j)
under long-term borrowings.

(e) In 2011, the Company had entered into a syndicate loan agreement vgth IMernational
Commercial Bank and the other sixteen banks. For the reldthation, please refer to note
4(j) under long-term borrowings.

() In order to obtain bank loans and industrial development projeet,Company had issued

promissory notes amounting to US$15,000 and NT$12,318,625 for the six montiislende30,
2011, and US$18,000 and NT$13,615,105 (US$456,883) for the six months ended June 30, 2012.

(8) Important Damage Loss: None.
(9) Important Subsequent Events:

In July, 2012, the Company entered into an agreement with BEST FRIEND TEGBBNOCO.,
LTD. to purchase land and buildings for NT$1,250,000 (US$41,946).

(10) Others

(a) Total personnel expenses, depreciation and amortization, cagzhdryz function, for the six
months ended June 30, 2011 and 2012, were as follows:

2011
NT$
Operating  Operating
cost expenses Total
Personnel expenses
Salary $ 329,061 145,234 474,295
Insurance 23,557 10,483 34,040
Pension 11,740 5,678 17,418
Others 25,885 44,935 70,820
Depreciation 445,104 31,254 476,358
Amortization 9,409 19,246 28,655
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2012
NT$ Us$
Operating  Operating Operating  Operating
cost expenses Total cost expenses Total

Personnel expenses

Salary $ 409,772 229,983 639,755 13,751 7,717 21,468

Insurance 29,199 12,097 41,296 980 406 1,386

Pension 14,128 6,786 20,914 474 228 702

Others 35,311 74,322 109,633 1,185 2,494 3,679
Depreciation 571,010 47,371 618,381 19,161 1,590 20,751
Amortization 9,094 17,898 26,992 305 601 906

(b) Reclassification

Certain accounts in the consolidated financial statemertdf asd for the six months ended June
30, 2011 have been reclassified to conform to the presergaifaime financial statements as of
and for the six months ended June 30, 2012 for purposes of comparisea rétiassifications do
not have a significant impact on the consolidated financial statements

(c) The significant foreign currency financial assets and lialslitiere as follows:

2011 2012
Financial assets Foreign Exchange Foreign Exchange
Monetary currency rate NT$ currency rate NT$
uUsD $ 37,981 28.73 1,073,094 46,315 29.88 1,383,878
EUR 156 41.63 6,487 49 37.56 1,829
JPY 148,171 0.3573 52,939 290,203 0.3754 108,948
GBP 24 46.19 1,126 11 46.72 515
HKD 66 3.69 244 65 3.85 251
$_1,133,890 1,495,421
Non-monetary
usD $ 4,927 28.73  $__141,548 3,644 29.88 108,893
Financial liabilities
Monetary
usD $ 41,748 28.73 1,199,432 31,726 29.88 947,971
EUR 24 41.63 1,005 249 37.56 9,347
JPY 654,531 0.3573 233,862 1,017,804 0.3754 382,086
GBP 10 46.19 471 10 46.72 481
$_1.434.770 -1.339,885
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(d) “Under Rule No. 0990004943 issued by the Financial Supervisory CommiBS@) ¢én February
2, 2010, the FSC announced the “Framework for Adoption of Internationahdtal Reporting
Standards by Companies in the ROC.” In this framework, starting 20h¥anies with shares
listed on the TSE or traded on the Taiwan GreTai Securitiekd¥lar Emerging Stock Market
shall prepare their financial statements in accordance thiéh Guidelines Governing the
Preparation of Financial Reports by Securities Issuers anthtér@ational Financial Reporting
Standards, International Accounting Standards, and the Interpretatiomsll as related guidance
translated by the ARDF and issued by the FSC. To comply thighframework, a project team
was set up for purposes of carrying out a plan to adopt the IFR&ding the implementation of
this plan is the chief finance officer of the Company. Amonthefkey components of the plan,
anticipated schedule and status of execution as of June 30,2012 were as foliawlgdd):”

Plan Content Responsible Department Status
(or Responsible Person)

Phase 1 - Evaluation: (2010.01.01 ~ 2011.12.31)

© Establish adoption plans and form a special | Accounting Department Completed
taskforce for IFRSs conversion

© Perform the internal training for employees Accounting Department Completed

© Compare and analyze the differences between Accounting Department Completed
the current Accounting Policies and IFRSs

© Evaluate proposed adjustments to current Accounting Department Completed
Accounting Policies

© Evaluate the adoption of IFRS 1 - “First-time | Accounting Department Completed
Adoption of IFRSs”

© Evaluate adjustments related to information | Accounting Department, Completed
systems and internal controls Internal Control Departmen
and IT Department

Phase 2 - Preparation: (2011.01.01 ~ 2012.12.31)

© Determine how to revise the current AccountirjgAccounting Department Completed
Policies to comply with IFRSs

© Determine how to adopt IFRS 1 - “First-time | Accounting Department Completed
Adoption of IFRSs”

© Adjust relevant information systems and interrafccounting Department, Completed
controls Internal Control Departmen
and IT Department
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Plan Content Responsible Department Status
(or Responsible Person)
Phase 3 - Implementation: (2012.01.01 ~
2013.12.31)
© Test the operation of relevant information IT Department Completed
systems
© Gather information for preparation of Balance | Accounting Department In Progress
Sheet and Comparative Financial Statements |in according to the
conformity with IFRSs on the date of first-time plan
adoption

(e) As of June 30, 2012, the Consolidated Companies had assessed tled ditiegzences between
the existing accounting policies and the accounting policies to be adoptedriR8er &s follows:

1) The unaudited reconciliation of consolidated balance sheet itemsasuafy 1, 2012.

NT$
Effect of
Transition to
ROC IFRSs IFRSs
ltems GAAP (Unaudited)  (Unaudited) Note
Current assets:
Cash and cash equivalents $ 799,376 - 799,376
Financial assets at fair value through
profit or loss 1,599,992 23,868 1,623,860 (2)
Notes and accounts receivable, net 652,822 - 652,822
Other financial assetscurrent 129,850 - 129,850
Inventories 1,893,835 - 1,893,835
Other current assets 129,248 - 129,248
Deferred income tax assetgurrent 360,481 (360,481) - (6)
Noncurrent asse
Available-for-sale financial assets
noncurrent 228,417 485,306 713,723 D),
Financial assets carried at cest
noncurrent 500,523 (500,523) - 2)
Long-term investments under equity
method 442,289 158,428 600,717 @),(3)
Investment in bonds with no active market
—noncurrent 344,783 - 344,783
Property, plant and equipment 11,266,742 (@522 9,594,313 (7
Long-term prepayments - 1,672,429 1,672,429 7 (
Intangible assets 117,652 - 117,652
Other assets 42,942 - 42,942
Deferred income tax assetmoncurrent 89,731 360,820 450,551 (2),(6)
Total assets $ 18,598,683 167,418 18,766,101
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NTS$
Effect of
Transition to
ROC IFRSs IFRSs
Items GAAP (Unaudited)  (Unaudited) Note
Current liabilities:
Accounts payable $ 1,090,011 - 1,090,011
Accrued expenses 721,729 - 721,729
Payable on equipment 210,620 - 210,620
Current portion of long-term borrowings 1,007,672 - 1,007,672
Other current liabilities 35,650 - 35,650
Provisions - 21,777 21,777 (4)
Noncurrent liabilities
Long-term borrowings 5,483,622 - 5,483,622
Accrued pension liabilities 4,246 17,331 21,577 (5)
Total liabilities $_ 8,553,550 39,108 8,592,658
Total stockholders’ equity:
Common stock $ 6,485,930 - 6,485,930
Capital surplus 1,707,122 - 1,707,122
Retained earnings:
Legal reserve 130,842 - 130,842
Retained earnings 1,942,901 142,919 2,085,820
Other stockholders’ equity:
Cumulated translation adjustments 3,064 (19,464  (14,400) (2)
Unrealized gain or loss on financial
instruments (224,726 2,855 (221,87) @)
Total stockholders’ equity $ 10,045,133 128,310 10,173,443
Total liabilities and stockholders’ equity _$ 1836883 167,418 18,766,101
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Notes to unaudited reconciliation of significant differences asobary 1, 2012:

(1) Under IFRSs, the functional currency of a foreign subsidieayg identified so that an
IFRSs adjustment is made to decrease available-forisalecfal assets noncurrent by
NT$2,855, decrease long-term investments under equity method $88Nf62, increase
retained earnings by NT$1,496, decrease cumulative translaiifjustments by
NT$17,464 and increase deferred income tax asseiacurrent by NT$ 339.

(2) Under IFRSs, investment in unlisted and emerging stock companis®gasured in
accordance with 1AS 39. Such measurement resulted in adjusionéacrease financial
assets carried at ceshoncurrent by NT$500,523 , increase financial assets at fair value
through profit or loss by NT$23,868 , increase available-for-§akencial assets
noncurrent by NT$488,161, increase unrealized gain or loss oniiharstruments by
NT$2,855, and increase retained earnings by NT$8,651.

(3) Under IFRSs, an adjustment is made for the excess of thstams share of the net fair
value of the investee’s identifiable assets and lialslitieer the cost of investment. This
IFRSs adjustment increased long-term investments under equhgadney NT$171,880
and increased retained earnings by the same amount.

(4) Under IFRSs, an adjustment is made to recognize the accumulated compensatss abse
This adjustment decreased retained earnings by NT$21,777 andéwtpravisions by
the same amount.

(5 Under IFRSs, an actuarial valuation of pension liability und€tS¥ is made. The
actuarial valuation disclosed a valuation difference so @hatadjustment is made to
decrease retained earnings by NT$17,331 and increase accrued pebgites by the
same amount.

(6) Under IFRSs, an adjustment is made to decrease deferred irecomgsets current by
NT$360,481 and increase deferred income tax assetscurrent by the same amount.

(7) Under IFRSs, a reclassifying entry is made to decreasstrootion in progress and
prepayment for purchases of equipment by NT$1,672,429 and increaseeriong-
prepayments by the same amount.

(Continued)



46

WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

2) The unaudited reconciliation of consolidated balance sheet as of JW@@ 20,

NT$
Effect of
Transition to
ROC IFRSs IFRSs
ltems GAAP (Unaudited)  (Unaudited) Note
Current assets:
Cash and cash equivalents $ 710,620 - 710,620
Financial assets at fair value through
profit or loss 1,296,629 7,848 1,304,477 (2)
Available-for-sale financial assets
current 318,771 - 318,771
Notes and accounts receivable, net 1,086,764 - 1,086,764
Other financial assetscurrent 141,311 - 141,311
Inventories 2,706,078 - 2,706,078
Other current assets 266,786 - 266,786
Deferred income tax assetgurrent 356,320 (356,320) - (6)
Noncurrent asse
Available-for-sale financial assets
noncurrent 282,648 544,362 827,010 @),(2)
Financial assets carried at cest
noncurrent 492,134 (492,134) - 2
Long-term investments under equity
method 171,134 (15,362) 155,772 @)
Investment in bonds with no active market
—noncurrent 344,783 - 344,783
Property, plant and equipment 11,964,125 (15014 10,449,351 @),
Long-term prepayments - 1,514,776 1,514,776 7 (
Intangible assets 102,620 - 102,620
Other assets 42,521 - 42,521
Deferred income tax assetmoncurrent 96,866 356,320 453,186 (6)
Total assets $ 20,380,110 44,716 20,424,826
Current liabilities:
Short-term borrowings $ 94,070 - 94,070
Accounts payable 1,726,470 - 1,726,470
Accrued expense and dividends payable 1,255,234 - 1,255,234
Payable on equipment 153,536 - 153,536
Current portion of long-term borrowings 1,407,089 - 1,407,089
Other current liabilities 24,545 - 24,545
Provisions - 23,717 23,717 4)
Noncurrent liabilities
Long-term borrowings 5,223,147 - 5,223,147
Accrued pension liabilities 5,504 17,036 22,540 (5)
Total liabilities $_ 9,889,595 40,753 9,930,348
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NTS$
Effect of
Transition to
ROC IFRSs IFRSs
Items GAAP (Unaudited)  (Unaudited) Note
Stockholders’ equity:
Common stock $ 6,486,989 - 6,486,989
Capital surplus 1,765,173 - 1,765,173
Retained earnings:
Legal reserve 258,703 - 258,703
Special reserve 221,662 - 221,662
Retained earnings 1,955,223 35,950 1,991,173
Other stockholders’ equity:
Cumulated translation adjustments 10,662 (A),39 (10,736) (2)
Unrealized gain or loss on financial
instruments (207,897 (10,589 (218,486 @)
Total stockholders’ equity $ 10,490,515 3,963 10,494,478
Total liabilities and stockholders’ equity $ 2003810 44,716 20,424,826
Uss
Effect of
Transition to
ROC IFRSs IFRSs
Iltems GAAP (Unaudited)  (Unaudited) Note
Current assets:
Cash and cash equivalents 23,846 - 23,846
Financial assets at fair value through
profit or loss 43,511 263 43,774 (2)
Available-for-sale financial assets
current 10,697 - 10,697
Notes and accounts receivable, net 36,469 - 6,468
Other financial assetscurrent 4,742 - 4,742
Inventories 90,808 - 90,808
Other current assets 8,952 - 8,952
Deferred income tax assetgurrent 11,957 (11,957) - (6)
Noncurrent asse
Available-for-sale financial assets
noncurrent 9,485 18,267 27,752 2,2
Financial assets carried at cost
noncurrent 16,514 (16,514) - )
Long-term investments under equity
method 5,743 (515) 5,228 1)
Investment in bonds with no active market
—noncurrent 11,570 - 11,570
Property, plant and equipment 401,481 (50,831) 350,650 @),(7)
Long-term prepayments - 50,831 50,831 (7
Intangible assets 3,444 - 3,444
Other assets 1,427 - 1,427
Deferred income tax assetsoncurrent 3,250 11,957 15,207 (6)
Total assets $ 683,896 1,501 685,397

(Continued)



48

WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

uss$
Effect of
Transition to
ROC IFRSs IFRSs
Items GAAP (Unaudited)  (Unaudited) Note
Current liabilities:
Short-term borrowings $ 3,157 - 3,157
Accounts payable 57,935 - 57,935
Accrued expense and dividends payable 42,122 - 42,122
Payable on equipment 5,152 - 5,152
Current portion of long-term borrowings 47,218 - 47,218
Other current liabilities 823 - 823
Provisions - 796 796 4)
Noncurrent liabilitie:
Long-term borrowings 175,273 - 175,273
Accrued pension liabilities 185 572 757 (5)
Total liabilities $__ 331,865 1,368 333,233
Stockholders’ equity:
Common stock $ 217,684 - 217,684
Capital surplus 59,234 - 59,234
Retained earnings:
Legal reserve 8,681 - 8,681
Special reserve 7,438 - 7,438
Retained earnings 65,612 1,206 66,818
Other stockholders’ equity:
Cumulated translation adjustments 358 (718) (360) (1)
Unrealized gain or loss on financial
instruments (6,976 (359 (7,33) (2)
Total stockholders’ equity $ 352,031 133 352,164
Total liabilities and stockholders’ equity $ 6838 1,501 685,397

The unaudited reconciliation of consolidated statement of compsizeeincome for the six
months ended June 30, 2012.

NT$
Effect of
Transition to
ROC IFRSs IFRSs
GAAP (Unaudited) (Unaudited) Note
Net revenu $ 5,665,274 - 5,665,274
Cost of goods sold (4,006,736 (1,543 (4,008,277
Gross profit 1,658,538 (1,541) 1,656,997
Operating expenses (622,138 (83 (622,22)
Operating income 1,036,400 (1,624) 1,034,776 (2),(4),(5)
Non-operating income and gains, and non-
operating expenses and losses (50,111} (105,345 (155,456 1),(2),(3)
Income before income tax 986,289 (106,969) 879,320
Income tax expense (105,570 - (105,570
Net income $ 880,719 (106,969 773,750
Other comprehensive income for the period,
net of tax effect 7,049 (8)
Total comprehensive income for the period $ 780,799
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uss$
Effect of
Transition to
ROC IFRSs IFRSs
GAAP (Unaudited) (Unaudited) Note
Net revenu $ 190,110 - 190,110
Cost of goods sold (134,4p4 (52 (134,506
Gross profit 55,656 (52) 55,604
Operating expenses (20,977 3 (20,880
Operating income 34,779 (55) 34,724 (2),(4),(5)
Non-operating income and gains, and non-
operating expenses and losses (1,689 (3,535 (5,217 (2),(2),(3)
Income before income tax 33,097 (3,590) 29,507
Income tax expense (3,943 - (3,543
Net income $ 29,554 (3,590 25,964
Other comprehensive income for the period,
net of tax 237 (8)
Total comprehensive income for the period 26,201

Notes to unaudited reconciliation of the significant diffeemnas of and for the six months

ended June 30, 2012;

(1) Under IFRSs, the functional currency of a foreign subsidiangestified so that an
IFRSs adjustment is made to decrease available-forigalecfal assets noncurrent by

NT$3,305 (US$111), decrease

long-term

investments under equithoaneby

NT$15,362 (US$515), increase retained earnings by NT$2,734 (US$92paskec
cumulative translation adjustments by NT$21,398 (US$718) and incregsetyr plant

and equipment by NT$2 (US$0) as of June 30, 2012. For the six months ande2D,)

2012, this adjustment likewise resulted in an increase of egehgain, net by NT$1,217
(US$41), and a decrease of cost of goods sold and operating expenses by NT$21(US$1)

(2)

Under IFRSs, investment in unlisted and emerging stock companiggasured in

accordance with IAS 39. As of June 30, 2012, such measurement resuipcsiment

to decrease of financial assets carried at cost—noncuoyeNT$492,134 (US$16,514),
increase of financial assets at fair value through profioss by NT$7,848 (US$263),
increase of available-for-sale financial assets—noncurrentTi$s4,667 (US$18,378),
decrease of unrealized gain or loss on financial instruments IHLMI89 (US$355),
and decrease of retained earnings by NT$7,369 (US$247). For the shsrended June
30, 2012, this adjustment likewise resulted in an increagessndn valuation of financial

asset, net by NT$16,020 (US$538).

3)

Under IFRSs, an adjustment is made for the sale by the Cormpéryequity ownership

in investee accounted for under long-term equity investmentsf Agne 30, 2012, this
adjustment increased retained earnings by NT$81,338 (US$2,729). Fix thenths

ended June 30, 2012, this adjustment likewise resulted irceease of loss on disposal
of investment, net by NT$90,542(US$3,038).

(Continued)



50

WIN Semiconductors Corp. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

(4) Under IFRSs, an adjustment is made to recognize the accumulated compensaiteesabs
As of June 30, 2012, this adjustment caused a decrease in retamatysedy
NT$23,717 (US$796) and increase of provisions by the same amoutiteFsix months
ended June 30, 2012, this adjustment likewise resulted in an inofeesst of goods
sold and operating expenses by NT$1,940 (US$65)

(5 Under IFRSs, an actuarial valuation of pension liability und€tS¥ is made. The
actuarial valuation disclosed a valuation difference sé &saof June 30, 2012, an
adjustment is made to decrease retained earnings by NT$17,036 QY&afiivincrease
accrued pension liabilities by the same amount. For the six mentiezl June 30, 2012,
this adjustment likewise resulted in a decrease of pension expen3&p9INUSH9).

(6) Under IFRSSs, as of June 30, 2012, an adjustment is made to decrease defamedar
assets—current by NT$356,320 (US$11,957) and increase deferred itsooassets-
noncurrent by the same amount.

(7) Under IFRSs, as of June 30, 2012, an adjustment is made to decogasruction in
progress and prepayment for purchases of equipment by NT$1,514,776 (US$&0¢B31)
increase long-term prepayments by the same amount.

(8) Under IFRSs, an adjustment is made to increase other compnghéncome arising
from cumulated translation adjustments and unrealized gain or dosginancial
instruments by NT$7,049 (US$237).

IFRS 1, “First-time Adoption of International Financial Report8tgndards,” establishes the
procedures for the Consolidated Companies in preparing the éinstoledated financial
statements in accordance with IFRSs. Also, the Consetid&ompanies are allowed
optional exemptions from adopting certain accounting policies unde® [ER Except for
those optional exemptions and mandatory exceptions under IFRS 1 , gttetmedts are
made retrospectively against the opening balance sheet datibeof transition to IFRSs
(January 1, 2012; the transition date). The main optional exemptiopteal by the
Consolidated Companies is in the area of accounting for employettdemeder which, the
Consolidated Companies elected to recognize all cumulativerad gains and losses in
retained earnings as of January 1, 2012.

() The Consolidated Companies’ aforementioned unaudited assessnuiffierehces between the
current accounting policies of the Consolidated Companies and IFRSs is base@0hQ version
of IFRSs translated by ARDF and the Guidelines GoverningPthparation of Financial Reports
by Securities Issuers issued by FSC on December 22, 2011. Howsgepssessment of
differences may be affected as FSC may issue new rulesrgoy the adoption of IFRSs, and as
new and revised IFRSs standards, amendments or interpretatioisswsme by the ARDF and
approved but are not yet effected by the FSC. Actual acogupblicies that maybe adopted
under IFRSs in the future may differ from those contemplated in the alsRasa®nts.
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(11) Other Disclosure Items

(a) Related information on material transaction items:

1. Lending to other parties: None.

2. Guarantees and endorsements for other parties: None.

3. Information regarding securities held:

Period-end
Compan Relationship Shares/Units Percentage  Market value | Market value
holding Security type with the issuing| Account (in Carrying Carrying ownership (or net value) (or net value)
securities and name company thousands) | value (NT$) | value (US$) (%) (NT$) (US$) Note
The |Pegatron - Financial assets at 323 12,565 422 0.01 12,565 422
CompanyCorporation/Stock fair value through
profit and loss
lcurrent
” [EPISTAR Corporatio ” ” 14,490 949,108 31,849 1.68 949,108 31,849
Stock
” I-Chiun Precision " ” 250 24,500 822 - 24,500 822
Industry Co., Ltd.
Convertible bond
” Fuh Hwa Yu Li Mone " ” 3,829 50,007 1,678 - 50,007 1,678
Market Fund
” IAllianz Global ” ” 4,126 50,001 1,678 - 50,001 1,678
Investors Taiwan
Money Market Fund
” Fuh Hwa Emerging ” ” 1,035 10,382 348 - 10,382 348
Market High Yield
Bond Fund
” Polaris China Umbrel ” " 5,000 50,050 1,680 - 50,050 1,680
Securities Investment|
ITrust Fund-China
Balance Securities
Investment Trust Fungl
” Union Money Market ” ” 11,735 150,016 5,034 - 150,016 5,034
Fund
_1,296,629 |___ 43,511 1,296,629 43,511
” ITEQ - Available -for-sale 6,567 216,054 7,250 2.17 216,054 7,250
ICORPORATION financial assets
Stock current
” MAG.LAYERS ” ” 1,755 74,588 2,503 2.43 74,588 2,503
Scientific-Technics
Co.,Ltd./Stock
" Solar Applied Materia ” " 698 28,129 944 0.19 28,129 944
ITechnology
Corp./Stock
318,771 |__ 10,697 318,771 10,697
" Huga Optotech Inc. - Available-for-sale 7,351 93,365 3,133 1.42 93,365 3,133
Stock financial assets
noncurrent
” [Tainergy Tech Co., ” " 7,130 105,526 3,541 3.46 105,526 3,541
Ltd. /Stock
198,891 6,674 198,891 6,674
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Period-end
Compan Relationship Shares/Unitg Percentage  Market value | Market value
holding Security type with the issuing| Account (in Carrying Carrying ownership (or net value) (or net value)
securities| and name company thousands) | value (NT$) | value (US$) (%) (NT$) (US$) Note
The [Shin Shendll Venturg] - Financial assets 15,000 150,000 5,033 11.03 (Note 1) (Note 1)
CompanyCapital Investment lcarried at cost
Corp. /Stock noncurrent
" Inventec Solar Energ ” " 33,000 263,200 8,832 11.00 (Note 1) (Note 1)
ICorporation /Stock
” InteliEPI " ” 500 5,306 178 1.92 (Note 1) (Note 1)
Inc.(Cayman)/Stock
” Speed Tech Corp./ ” ” 21,500 58,411 1,960 9.20 (Note 2) (Note 2)
Stock
” Bright Led Electronicq ” ” - 15,217 511 - (Note 5) (Note 5)
Corp. /Convertible
Option
—492134 |___16.514
” IN SEMI. USA, INC|Subsidiary Long-term 1,000 11,501 386 100.00 11,501 386 (Note 3|
| Stock investments under|
lequity method
” Win Semiconductors " ” 7,000 301,879 10,130 100.00 301,879 10,130 (Note 3)
Cayman Islands Co.,
Ltd. ~Stock
" Inventec Energy ICommon owner| ” 19,757 127,331 4,273 20.58 115,630 3,880 (Note 4)
ICorporation /Stock  [as the Company
—440.711 |___14.789
" Bright Led Electronicq - Investment of bongls
Corp. /Convertible ith no active 4 344,783 11,570 - (Note 5) (Note 5)
bond market—noncurrert

Note 1:
Note 2:
Note 3:
Note 4:
Note 5:

20% of the Company’s paid-in capital:

The stock is not publicly traded, and has no aatharket price.
The stock was purchased privately, and cannobloevgthin the 3 years period of the initial purska
The amount was offset in the consolidated statésnen
The stock is not publicly traded, and has no aatharket price. Disclosure of the investment ofrteeequity.
The convertible bond was purchased privately, l@@ino active market price.

. Information regarding purchase or sale of securities for the peximebding NT$100 million or

(NT$)
Company Security type Counter | Relatiol Beginning Purchase Sale Security cost on  [Gain (loss)| Ending
2012.6.30
holding and Name Account -party -ship on
securities Shares/ valuation
Shares/ Units Shares/
Shares (in Units (in Shares (in Carrying |Gain (loss)| (in Amount Units (in
thousands)| Amount | thousands) | Amount | thousands)| Price value |on disposa| thousands) thousands) Amount
The ISpeed Tech Cor Long-term [Fortune - 61,50( 203,74. - - 40,00( 259,22( 108,67: 150,54 21,50( 66,07(| (14,75) 21,50C 58,41:
Company investmentiShare (Note 1) (Note 1)| (Note 2)
under equitlLimited and
method  [Da-chin
(Note 1)  [Corp.
" Polaris Global ETF c[Financial - - 10,00( 100,00¢ - 10,00¢ 100,28/ 100,001 28C - - - -
Bond Securities lassets at fg
Investment Trust Furdilue
through
profit and
loss—
lcurrent
” IAllianz Global ” - 19,54( 236,000 14,05¢ 170,00( 29,47( 356,501 356,00 50€ 4,12¢ 50,000 1 4,12¢ 50,00:
Investors Taiwan
Money Market Fund
” Fuh Hwa Yu Li ” - 3,84% 50,000 16,11¢ 210,000 16,12¢ 210,201 210,000 20C 3,82¢ 50,000 7 3,82¢ 50,00
Money Market Fund
” Polaris D- Bao ” - 4,31¢ 50,000 13,88¢ 161,00( 18,19¢ 211,23 211,000 234 - - - -
Money Market
Securities Investmeryt
[Trust Fund
” Fuh Hwa Money ” - 9,677 135,00( 7,151 100,00( 16,83« 235,45 235,000 454 - - - -
Market Fund
" Capital Money Mark " - 3,21¢ 50,000 6,42¢ 100,00¢ 9,64¢ 150,20° 150,00( 207 - - - -
Fund
" Union Money marke " - - - 19,56« 250,000 7,82¢ 100,00« 100,00¢ 4 11,73t 150,00¢ 16 11,73t 150,01
Fund
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(Us$
Company Security type Counter | Relatio Beginning Purchase Sale Security cost on | Gain (loss) Ending
2012.6.30
holding and Name Account -party -ship on
securities Shares/ valuation
Shares/ Units Shares/
Shares (in Units (in Shares (in Carrying |Gain (loss)| (in Amount Units (in
thousands)| Amount | thousands) | Amount | thousands)| Price value |on disposa| thousands) thousands) Amount
The ISpeed Tech Cor Long-term [Fortune - 61,50( 6,831 - - 40,00( 8,6¢9 3,647 5,052 21,50( 2,210 (495) 21,50C 1,96(
Company investment§Share (Note 1) (Note 1)| (Note 2)
under equitlLimited and
method  [Da-chin
(Note 1)  [Corp.
" Polaris Global ETF c|Financial - - 10,00( 3,35¢ - - 10,00( 3,36t 3,35¢€ 9 - - - -
Bond Securities lassets at fg
Investment Trust Fundhlue
through
profit and
loss—
current
” |Allianz Global ” - 19,54( 7,91¢ 14,05¢ 5,708 29,47( 11,960 11,94¢ 17 4,12¢ 1,67¢ - 4,12¢ 1,67¢
Investors Taiwan
Money Market Fund
” Fuh Hwa Yu Li ” - 3,84% 1,67¢ 16,11¢ 7,041 16,12¢ 7,05¢ 7,047 7 3,82¢ 1,67¢ - 3,82¢ 1,67¢
Money Market Fund
” Polaris D- Bao ” - 4,31¢ 1,67¢ 13,88¢ 5,402 18,19¢ 7,08¢ 7,08( 8 - - - -
Money Market
Securities Investmerft
[Trust Fund
” Fuh Hwa Money ” - 9,677 4,£3C 7,157 3,35¢ 16,83« 7,902 7,88¢ 15 - - - -
Market Fund
" Capital Money Mark " - - 3,21¢ 1,67¢ 6,42¢ 3,35¢ 9,64¢ 5,04. 5,03« 7 - - - -
Fund
" Union Money marke " - - - - 19,56« 8,38¢ 7,82¢ 3,35¢ 3,35¢ 11,73t 5,03t 1 11,73t 5,03«
Fund

Note 1:

Note 2:

For the six months ended June 30, 2012 tmpany sold for NT$259,220 (US$8,699) its ownigrsi the shares of stock of Speed Tech Corp., wdtinying value

of NT$122,921 (US$4,125). The related capital bisrand other equity adjustment arising from tljsity investment of NT$14,248 (US$478) were cratlibased

on the disposal ratio. The net gain on disposasufh investment amounted to NT$150,547 (US$5,8&2})he six months ended June 30, 2012, so that its
shareholding percentage decreased from 26.33%26%®. Such decrease in ownership resulted in thep@ay’s inability to exercise significant influenoger
Speed Tech Corp. Therefore, the Company’s eqmitgstment in this investee company had been réfdasrom long-term equity investment to financadsets
carried at cost noncurrent, as discussed further in note 4(f).

For the six months ended June 30, 201&stnvent loss under equity method recognized bydSpeeh Corp..

5. Information on acquisition of real estate with purchase amoumtedikoy NT$ 100 million or
20% of the Company’s paid-in capital:

Transaction Transaction Prior Transaction of Related Counter-party
Types of Payment Counter- Purpose of | Other
Company Name Prosen Transaction Date Amount Amount Term art Price Acquisition | Terms
pery "s) Us9) pery Owner | Relatonstips | TS | amount ¢
WIN Land and 101.5.17 (Notel) 1,080,000 (Note2)] 36,242 |Bythe TAROKO - Market value Expansion
Semiconductors buildings in contract TEXTILE
orp. Xinpu CORP.
Township
Notel: Itis the date of the agreement.
Note2: The Company had paid NT$ 700,000 (US$ 29,48d recorded the payment as prepayment for aseshof land and equipments in 2012. Remaindebevpaid

by the contract.

6. Information regarding receivables from disposal of real estateeding NT$ 100 million or
20% of the Company’s paid-in capital: None.

7. Information regarding related-party purchases and/or sateeding NT$ 100 million or 20%
of the Company’s paid-in capital:

Transaction Details T;r\g::;m%n Notes/Accounts (Payable) or Receivable Note]
Percentage of the . Ending Ending Percentage o
C(’J\‘rgfnaeny Related Party R g::i%rr?sﬁifps Item A(E.?.;gl A(ng;t purchases (sales, P.?é’?::sm FL’Jr?;e P?é/rmmesm Balance Balance | notes/accounts receivable
(%) (NTS) (USS$) (payable) (%)
The Compan [Win Subsidiar Sale 2,984,91 100,16! (54)% 1~2 Month - - 371,62 12,47 40% (Note)
Semiconductors
Cayman Islands
Co., Ltd.

Note: The amounts were offset in the consolidatatements.
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8. Information regarding receivables from related parties exocgddT$ 100 million or 20% of
the Company’s paid-in capital:

Overdue
. Ending Amounts Received in| Amounts Received in
C?\‘mpany Related Party R l\:atyre ﬁf Endlnﬁ%alance Balance Turnover Subsequent Subsequent AlgovLagci for Note
lame elationships (NT$) (USS$) Amount | Action Taken (NT$) (US$) ad Debts
The Win Subsidiar 371,62 12,47 18.32% - - 371,62 12,47 (Note)
Company |Semiconductors
Cayman Islands
Co,, Ltd.
Note: The amounts of ending balance and been etd@ivsubsequent had been offset in the consotidasgements.
9. Information regarding trading in derivative financial instrumeNtmne.
b) Inf [ he C 's | ity i :
(b) Information on the Company’s long-term equity investments:
1. Relevant information about investees:
(NT$)
Original investment
amount Balance as of June 30, 2012 Net Income Investment Note
Name of investor Name of investee Location Main busésses (loss) of the| r'gggs;ﬁzggss;
June 30, | January 1,| Shares (in Percentagel Carrying Investee the company
2012 2012 Thousands) 9 Value
The Compan WIN SEMI. USA, INC. |California, Marketing 8,201 8,201 1,00¢ 100.00% 11,50: (847, (847, (Note)
US.A.
” Win Semiconuctors  |Caymai Selling of GaAs 227,63 227,63 7,00( 100.00% | 301,87 (35,446 (35,446 (Note)
Cayman Islands Co., |lIslands wafers
Ltd.
” Inventec Energ, Taiwar Solar componer 293,87 293,87 19,75 20.58% | 127,33 (92,515 (19,040
Corporation module
manufacturing
Win Semioncuctors  |WIinMEMS Caymat Islanc [Investing activitie 158,03 158,03 19,10( 34.73% 43,800 (43,623 (15,168
Cayman Islands Co., | Technologies Holdings
Ltd. Co., Ltd.
(US$)
Original investment
amount Balance as of June 30, 2012 Net Income Investment Note
Name of investor Name of investee Location Main busésses (loss) of the| r'gggs;ﬁzggss;
June 30, | January 1,| Shares (in Percentagel Carrying Investee the company
2012 2012 Thousands) 9 Value
The Compan WIN SEMI. USA, INC. |California, Marketing 27% 27t 1,00¢ 100.00% 38€ (28) (28) (Note)
US.A.
7 Win Semiconuctors Caymat Islanc [Selling of GaAs wafts 7,63¢ 7,63¢ 7,00¢ 100.00% 10,13( (1,189 (1,189 (Note)
Cayman Islands Co., Ltd|
” Inventec Energ Taiwar Solar componel 9,86 9,862 19,757 20.5¢% 4,27% (3,105 (639)
Corporation module manufacturin
Win Semiconuctors |WInMEMS Caymat Islanc |Investing activitie 5,30¢ 5,30¢ 19,100 34.73% 1,47( (1,464 (509;
Cayman Islands Co., [ Technologies Holdings
Ltd. Co., Ltd.

Note: The amounts had been offset in the conselitistatements.

2. Lending to other parties: None.

3. Guarantees and endorsements for other parties: None.
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4. Information regarding securities held:

Company Period-end
. . Relationship with . : : Market value| Market value | Note
holding Security type and the issuin Account Shares (in | Carrying Carrying
" g Percentage|(or net value) (or net value)
securities name company thousands) | value (NT$) | value (US$) (NT$) (US$)
in iNMEMS Investee accounteflong-term 19,100 43,803 1,470 34.73% 43,803 1,470 (Not¢)
ISemiconductorgTechnologies Holdinger using equity  [investment und
ICayman IslandgCo., Ltd./Stock method lequity method
Co., Ltd.
" IAvago Technologies [Subsidiary’s main [Available-for- 75 83,757 2,811 0.03% 83,757 2,811
Ltd./Stock client sale financial
assets
noncurrent

Note: The stock is not publicly listed and has otva market price.

5. Information regarding purchase or sale of securities for the pexiweeding NT$100 million or
20% of the Company’s paid-in capital: None.

6. Information on acquisition of real estate exceeding NT$100 mitioR0% of the Company’s
paid-in capital: None.

7. Information regarding receivables from disposal of real @stateeding NT$100 million or
20% of the Company’s paid-in capital: None.

8. Information regarding related-party purchases and/or saleseding NT$100 million or 20%
of the Company’s paid-in capital:

Abnormal

Transaction Details N
Transaction

Notes/Accounts (Payable) or Receivable|

Company ) . I I Percentage of
Name Related Party | Relationships Amount | Amount Percentage 0_ Payment | Unit | Payment Ending Ending notes/accounts Note
Item the purchaseg . Balance | Balance .
(NTS$) (US$) (sales) (%) Terms |Price| Terms (NTS) (US$) receivable
> (payable) (%)
Win WIN Parent company Purchasel 2,984,913| 100,165 100% 1~2 Month - - (371,627) | (12,471) (100%) (Note,

SemiconductorgSemiconductor:
Cayman IslandsCorp.
Co., Ltd.

Note: The amounts had been offset in the conselitistatements.

9. Information regarding receivables from related parties fachvthe amount exceeded NT$100
million or 20% of the Company’s paid-in capital: None.

10. Information regarding trading in derivative financial instrumentsndN

(c) Investment in China: None.
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(d) Significant transactions and business relationship between parepany and subsidiaries:

1. For the six months ended June 30, 2011

No

Relationship

Intercompany Transactions

Company Name Counter Party Amount Terms Percentage of total consolidated net
(Note 1) (Note 2) Account (NT$) (Note 3) sales or assets
0 The Company Win Semiconductors 1 Operating revenue 2,318,066 - 57.92%
Cayman Islands Co.,
Ltd.
0 The Company Win Semiconductors 1 Accounts receivable 537,054 - 2.98%
Cayman Islands Co., related party
Ltd.
1 Win Semiconductors | The Company 2 Accounts payable: 537,054 - 2.98%
Cayman Islands Co., Ltd. related party
1 Win Semiconductors |The Company 2 Cost of goods sold 2,318,066 - 57.92%
Cayman Islands Co., Ltd.
1 Win Semiconductors  [WIN SEMI. USA, INC. 3 Operating expenses 20,932 - 0.52%
Cayman Islands Co., Ltd.
2 WIN SEMI. USA, INC. |Win Semiconductors 3 Operating revenue 20,932 - 0.52%
Cayman Islands Co.,
Ltd.
2. For the six months ended June 30, 2012
Intercompany Transactions
No Relationship Percentage of total
(Note 1) Company Name Counter Party (Note 2) Account Amount Amount Terms consolidated net sales o
(NT$) (US$) (Note 3) assets
0 The Company Win Semiconductors 1 Operating revenue 2,984,913 100,165 - 52.69%
Cayman Islands Co.,
Ltd.
0 The Company Win Semiconductors 1 Accounts receivable 371,627 12,471 - 1.82%
Cayman Islands Co., related party
Ltd.
1 Win Semiconductors |The Company 2 Accounts payable- 371,627 12,471 - 1.82%
Cayman Islands Co., Ltd. related party
1 Win Semiconductors  [The Company 2 Cost of goods sold 2,984,913 100,165 - 52.69%
Cayman Islands Co., Ltd.
1 Win Semiconductors  [WIN SEMI. USA, INC. 3 Operating expenses 21,358 717 - 0.38%
Cayman Islands Co., Ltd.
2 WIN SEMI. USA, INC. |Win Semiconductors 3 Operating revenue 21,358 717 - 0.38%
Cayman Islands Co.,
Ltd.

Note 1: Company numbering is as follows:

Parent company 0

Subsidiary starts from 1

Note 2: Relationship with transaction party numbgiis as follows:

Parent company to subsidiaryl

Subsidiary to parent compam2

Subsidiary to subsidiary3

Note 3: There is no significant difference fronmaction terms with non-related parties.
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(12) Segment Financial Information

(a) The Company, which engages in researching, developing, manufacturihgelling of GaAs
wafers, is considered as a single operating segment.

(b) Segment information by products and services for the six monthd dade 30, 2011 and 2012,
were as follows:

2011 2012

NT$ NTS$ Uss$
Revenue
Revenue from outside customers $ 4,002,302 5,665,274 190,110
Interest Income 289 901 30
Net revenue $ 4,002,591 5,666,175 190,140
Interest expense (27,498) (46,159) (1,549)
Depreciation and amortization (505,013) (645,373) (21,657)
Investment loss recognized under equity method 68, (48,959) (1,643)
Impairment loss - (101,379) (3,402)
Assets
Long-term investments under equity method 511,973 171,134 5,743
Capital expenditures in noncurrent assets 2,587,759 1,354,960 45,469

The income before income tax, assets and liabilities of theatipg segment above are
consistent with the related accounts shown in the consolidatadcbasheet and consolidated
statement of operations of the Company.

(c) Geographical segments:

In accordance with the ROC SFAS No.23 “Interim Financial Repdrtimgdisclosure was made
of the geographical segments as they need not be disclosed in the fimznictal statements.

(d) Major customers:

In accordance with the ROC SFAS No.23 “Interim Financial Repdrtimgdisclosure was made
of the major customers as they need not be disclosed in the intesimsifil statements.



