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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and the Stockholders
Macronix International Co., Ltd.

We have audited the accompanying consolidated talsimeets of Macronix International Co., Ltd.
(the “Company”) and its subsidiaries (collectivegferred to as the “Group”) as of December 31,
2013 and 2012, and January 1, 2012 and the retatesblidated statements of comprehensive
income, changes in equity and cash flows for tharsyeended December 31, 2013 and 2012.
These consolidated financial statements are theonsgbility of the Company’s management.
Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on our
audits.

We conducted our audits in accordance with the KRumverning the Audit of Financial
Statements by Certified Public Accountants and tmglistandards generally accepted in the
Republic of China. Those rules and standards redat we plan and perform the audit to obtain
reasonable assurance about whether the consolifiagatcial statements are free of material
misstatement. An audit includes examining, onsalasis, evidence supporting the amounts and
disclosures in the consolidated financial statementAn audit also includes assessing the
accounting principles used and significant estimaade by management, as well as evaluating
the overall consolidated financial statement pregem. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all materia
respects, the consolidated financial position ef @roup as of December 31, 2013 and 2012, and
January 1, 2012, and their consolidated finanagigpmance and their consolidated cash flows for
the years ended December 31, 2013 and 2012, imrony with the Regulations Governing the
Preparation of Financial Reports by Securities dssuand International Financial Reporting
Standards (IFRS), International Accounting StansldtdS), IFRIC Interpretations (IFRIC), and
SIC Interpretations (SIC) endorsed by the Finan8igbervisory Commission of the Republic of
China.



We have also audited the parent company only fiahstatements of Macronix International Co.,
Ltd. as of and for the years ended December 313 20 2012 on which we have issued an
unqualified report.

March 17, 2014

Notice to Readers

The accompanying consolidated financial statemargsntended only to present the consolidated
financial position, financial performance and caitws in accordance with accounting principles

and practices generally accepted in the Republi€Cliha and not those of any other jurisdictions.

The standards, procedures and practices to audih ©wnsolidated financial statements are those
generally applied in the Republic of China.

For the convenience of readers, the independentit@st report and the accompanying

consolidated financial statements have been traedlanto English from the original Chinese
version prepared and used in the Republic of Chin&there is any conflict between the English
version and the original Chinese version or anyedénce in the interpretation of the two versions,
the Chinese-language independent auditors’ repod @onsolidated financial statements shall
prevail.



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In Thousands of New Taiwan Dollars)

December 31, 2013 December 31, 2012 January 1, 2012 December 31, 2013 December 31, 2012 January 1, 2012
ASSETS Amount % Amount % Amount % LIABILITIES AND EQUITY Amount % Amount % Amount %
CURRENT ASSET. CURRENT LIABILITIES
Cash and cash equivalents (Notes 4, 6 and 30) $ 11,978,574 22 $ 19,096,662 30  $ 19,727,097 29 Short-term borrowings (Notes 17 and 30) $ 566,577 1 3 88,406 - $ 1,800,488 3
Financial assets at fair value through profit @sle Notes payable and trade payables (Notes 18 gnd 30 2,004,696 4 1,834,141 3 2,154,754 3
current(Notes 4, 7 and 3 1,35¢ - 6,19¢ - - - Payables to related parties (Notes 30 an 90,58:¢ - 136,00! - 82,24« -
Notes receivable and trade receivables, net (Nbt&6 and Other payables (otes 19 and 3 2,226,70 4 2,619,841 4 2,176,64 3
30) 2,822,661 5 2,911,980 5 2,901,450 4 Salary and bonus payable (Note 22) - - - - 530,775 1
Receivables from related parties, net (Notes 4r8031) 458,302 1 427,453 1 918,063 1 Payable for purchase of equipment (Note 30) 432,797 1 394,986 1 875,833 1
Other receivables (Notes 10 and 147,20¢ - 106,20: - 121,19¢ - Current tax liabilities (Notes 4 and : 355,42 1 339,66 1 348,96t 1
Inventories (Notes 4 and 11) 8,795,383 17 6,859,892 11 6,468,003 10 Provisions - current (Notes 4 and 20) 143,399 - 94,169 - 88,488 -
Other financial assets - current (Notes 4, 15,18032) - - 41,106 - - - Current portion of long-term borrowings (Notes 3@,and 32) 7,656,919 14 5,233,718 8 1,527,718 2
Other current assets (Notes 14 and 16) 534,645 1 479,392 1 475483 1 Other current liabilities 71,689 - 99,347 - 85,504 -
Total current assets 24,738,131 _46 29,928,887 _48 30,611,294 _45 Total current liabilities 13,548,790 _25 10,840,279 _17 9,671,419 _14
NON-CURRENT ASSETS NON-CURRENT LIABILITIES
Financial assets at fair value through profit @sle Long-term borrowings (Notes 17, 30 and 32) 10,942,978 20 15,799,897 26 16,078,614 24
non-current (Notes 4, 7 and 30) - - - - 39,357 - Accrued pension liabilities (Notes 4 and 21) 825,606 2 717,793 1 622,566 1
Available-for-sale financial asse- nor-current (Notes 4, ¢ Othernor-current liabilitie: 3,087 - 1,69¢ - 3,76¢ -
and 30) 951,333 2 888,685 1 879,392 1
Financial assets measured at cost - non-currerie$Nb 9 Total non-current liabilities 11,771,671 22 16,519,384 27 16,704,946 _25
and 30 114,88t - 97,86: - 154,49: -
Property, plant and equipment (Notes 4, 12 an 26,728,29 4¢ 29,883,77 48 35,496,83 52 Total liabilities 25,320,46 _47 27,359,66 _44 26,376,36 _39
Intangible assets (Notes 4 and 13) 316,358 1 360,936 1 148,475 -
Deferred tax assets (Notes 4 and 910,03 2 909,84! 2 553,19¢ 1 EQUITY ATTRIBUTABLE TO OWNERS OF THE
Other financial asse- nor-current (Notes 4, 15, 30 and 185,71! - 192,92: - 201,74: 1 COMPANY (Notes 4 and 2
Other non-current assets (Notes 14 and 16) 101,506 _ - 67,776 __ - 51,042 _ - Ordinary shares 35,214,730 65 35,214,623 56 33,847,486 50
Capital surplus 344,166 - 343,869 - 346,489 -
Total nor-current asse 29,308,12 _54 32,401.80 _52 37.524,52 _55 Retained earnin
Legal reserve - - 2,695,275 4 2,407,003 3
Unappropriated earnings (accumulated deficit) (7,178,843) (13) (3,528,992) (5) 4,776,572 7
Other equity 457,785 1 346,196 1 402,047 1
Treasury shares (159,061) _ - (159,061) _ - (159,061) _ -
Equity attributable to owners of the Company 28,678,777 53 34,911,910 56 41,620,536 61
NON-CONTROLLING INTERESTS (Note 22) 47,021 __ - 59,115 _ - 138,921 __ -
Total equity 28,725,79: 53 34,971,02 _5€ 4175945  _61
TOTAL $ 54,046,259 100 $62,330,688 100 $ 68,135,822 100 TOTAL $ 54,046,259 100 $ 62,330,688 100 $ 68,135,822 100

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



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Loss P&hare)

NET OPERATING REVENUE (Notes 4, 23 and 31) $ 22,204,420

OPERATING COSTS (Notes 11, 21, 24 and 31)
GROSS PROFIT
OPERATING EXPENSES (Notes 21, 24 and 31)
Selling and marketing expenses
General and administrative expenses
Research and development expenses
Total operating expenses
LOSS FROM OPERATIONS
NON-OPERATING INCOME AND EXPENSES
Other income (Notes 4 and 24)
Other gains and losses (Note 24)
Finance costs (Notes 4 and 24)
Total non-operating income and expenses
LOSS BEFORE INCOME TAX
INCOME TAX EXPENSE (BENEFIT) (Note 25)
NET LOSS FOR THE YEAR
OTHER COMPREHENSIVE INCOME (LOSS)

Exchange differences on translating foreign
operations (Notes 4 and 22)

Unrealized gain on available-for-sale financiakdss

(Notes 4 and 22)

Other comprehensive income (loss) for the y

net of income tax

TOTAL COMPREHENSIVE LOSS FOR THE YEAR

2013 2012
Amount % Amount %
100 $ 24,228,738 100
20,253,610 91 21,823,165 90
1,950,810 9 2,405,573 10
1,096,303 5 1,174,486 5
1,758,269 8 1,720,759 7
5,452,567 25 4.972,261 21
8,307,139 38 7,867,506 33
(6,356,329) (29) (5,461,933) (23)
209,395 1 291,428 1
128,678 1 (105,443) -
(334,896) (2) (302,953) 1)
3,177 - (116,968) -
(6,353,152) (29) (5,578,901) (23)
5,087 - (61,385) -
(6,358,239) (29) (5,517,516) (23)
53,790 - (72,850) -
57,945 1 16,886 -
111,735 1 (55,964) -

$ (6,246,504) _(28)

$ (5,573,480) _(23)
(Continued)



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Loss P&hare)

2013 2012
Amount % Amount %
NET LOSS ATTRIBUTABLE TO:
Owner of the Company $ (6,305,647) (29) $ (5,438,016) (23)
Non-controlling interests (52,592) - (79,500) -

$ (6,358,239) (29) $ (5,517,516) _(23)

TOTAL COMPREHENSIVE LOSS ATTRIBTABLE

TO:
Owner of the Company $ (6,194,058) (28) $ (5,493,867) (23)
Non-controlling interests (52,446) - (79,613) -

$ (6,246,504) (28) $ (5,573,480) _(23)

LOSS PER SHARE (Note 26)

Basic $ (1.79) $ (1.55)
Diluted $ (1.79) $ (1.55)
The accompanying notes are an integral part ofdmsolidated financial statements. (Concluded)



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(In Thousands of New Taiwan Dollars, Except Divideds Per Share)

BALANCE AT JANUARY 1, 2012
APPROPRIATION OF 2011 EARNINGS
Legal reserve
Cash dividends distributed by the Company - NT$@&8share
Stock dividends distributed by the Company - NT8(8ar share
Net loss for the year ended December 31, 2012

Other comprehensive income (loss) for the year éieember 31, 201
net of income tax

Total comprehensive income (loss) for the year dridiecember 31, 2012
Company's dividends received by its subsidiary

Difference between the fair value and carrying amidom equity
transactions of subsidiaries

Additional non-controlling interest arising on issof employee share
options by subsidiaries

Issue of ordinary shares under employee sharengptio
Increase (decrease) in non-controlling interests
BALANCE AT DECEMBER 31, 2012

Legal reserve used to offset accumulated deficit

Net loss for the year ended December 31, 2013

Other comprehensive income for the year ended DieeeB1, 2013, net
of income tax

Total comprehensive income (loss) for the year dridiecember 31, 2013

Difference between the fair value and carrying amidwom equity
transactions of subsidiaries

Additional non-controlling interest arising on issof employee share
options by subsidiaries

Issue of ordinary shares under employee sharersptio
Increase in non-controlling interests

BALANCE AT DECEMBER 31, 2013

Equity Attributable to Owners of the Company

Other Equity
Retained Earnings Exchange Unrealized
Unappropriated Differences on Gain from
Earnings Translating Available-for-sale
(Accumulated Foreign Financial Non-controlling
Share Capital Capital Surplus Legal Reserve Deficit) Operations Assets Treasury Shares Total Interests Total Equity

$ 33,847,486 $ 346,489 $ 2,407,003 $ 4,776,572 $ (30,048) $ 432,095 $ (159,061) $ 41,620,536 $ 138,921 $ 41,759,457

- - 288,272 (288,272) - - - _ B _
- - - (1,288,408) - - - (1,288,408) - (1,288,408)

1,288,408 - - (1,288,408) - - - - - -
- - - (5,438,016) - - - (5,438,016) (79,500) (5,517,516)
- - - - (72.737) 16.886 - (55.851) (113) (55.964)
- - - (5.438,016) (72,737) 16,886 - (5.493,867) (79.613) (5.573,480)

- 1,427 - - - - - 1,427 - 1,427

- - - (2,460) - - - (2,460) 2,460 -

- - - - - - - - 978 978

78,729 (4,160) - - - - - 74,569 - 74,569
- 113 - - - - - 113 (3.631) (3,518)

35,214,623 343,869 2,695,275 (3,528,992) (102,785) 448,981 (159,061) 34,911,910 59,115 34,971,025

- - (2,695,275) 2,695,275 - - - - - -
- - - (6,305,647) - - - (6,305,647) (52,592) (6,358,239)

- - - - 53,644 57,945 - 111,589 146 111,735
- - - (6.305.,647) 53,644 57,945 - (6.194,058) (52.,446) (6.246,504)

- - - (39,479) - - - (39,479) 39,479 -

- - - - - - - - 411 411

107 (13) - - - - - 94 - 94

- 310 - - - - - 310 462 772
$ 35,214,730 $ 344,166 $ - $ (7.178,843) $ (49.141) $ 506.926 $ (159.,061) $ 28.678.777 $ 47,021 $ 28,725,798

The accompanying notes are an integral part ofdnsolidated financial statements.




MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES

Loss before income tax

Adjustments for:
Depreciation expense
Amortization expense
Impairment loss recognized on trade receivables
Finance costs
Interest income
Dividend income
Compensation cost of employee share options
Loss on disposal of property, plant and equipment
Gain on disposal of investments
Impairment loss recognized on financial assets
Impairment loss recognized on non-financial assets
Loss (gain) on foreign currency exchange

Changes in operating assets and liabilities
Decrease (increase) in financial assets held &olirtg
Decrease (increase) in notes receivable and teadévables
Decrease (increase) in receivables from relatetibgar
Decrease (increase) in other receivables
Increase in inventories
Increase in other current assets
Increase (decrease) in notes payable and tradélpaya
Increase (decrease) in payables to related parties
Increase (decrease) in other payables
Increase in provisions
Increase (decrease) in other current liabilities
Increase in accrued pension liabilities
Decrease in other operating liabilities

Cash generated from (used in) operations

Interest received

Dividend received

Interest paid

Income tax paid

Net cash generated from (used in) operating aiet®vit

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from disposal of financial assets desgres at fair value
through profit or loss

Acquisition of available-for-sale financial assets
Proceeds from disposal of available-for-sale fimaressets
Acquisition of financial assets measured at cost
Proceeds from disposal of financial assets measireoist
Proceeds from return of capital by financial asestasured at cost
Increase in prepayment for investments
Payments for property, plant and equipment

2013

$ (6,353,152)

2012

$ (5,578,901)

7,521,836 7,719,454
222,073 192,837
4,127 49,533
334,896 302,953
(122,360) (166,316)
(60,821) (60,825)
411 978
7,923 138,308
(2,973) (1,411)
- 6,583
122 -
86,271 (164,785)
4,841 (6,199)
136,131 (62,846)
(40,385) 462,648
(27,788) 23,787
(1,935,491) (391,889)
(54,945) (4,308)
170,953 (290,322)
(50,175) 54,194
(396,110) 445,338
49,230 18,215
(27,831) 14,081
107,813 95,227
- (530,775)
(425,404) 2,265,559
124,708 157,524
60,821 60,825
(334,616) (309,042)
(5,097) (304,565)
(579,588) 1,870,301
- 38,916
- (150,000)
- 150,229
(9,538) -
9,538 -
15,928 48,540
- (29,040)
(4,318,034) (2,806,019)
(Continued)



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

2013 2012
Proceeds from disposal of property, plant and egeigt $ 3,766 $ 57,978
Increase in refundable deposits (419) (2,025)
Decrease in refundable deposits 805 3,286
Payments for intangible assets (177,199) (418,968)
Decrease (increase) in other financial assets 46,020 (83,711)
Decrease (increase) in other non-current assets (63,197) 25,860
Net cash used in investing activities (4,492,330) (3,164,954)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from short-term borrowings 1,724,911 624,730
Repayments of short-term borrowings (1,214,336) (2,251,433)
Proceeds from long-term borrowings 2,800,000 6,200,000
Repayments of long-term borrowings (5,233,718) (2,772,717)
Proceeds from guarantee deposits received 220 3,354
Refund of guarantee deposits - (4,848)
Increase (decrease) in other non-current liakslitie 823 (510)
Cash dividends - (1,286,981)
Proceeds from exercise of employee stock options 94 74,569
Increase (decrease) in non-controlling interests 772 (3,518)
Net cash generated from (used in) financing a@wit (1,921,234) 582,646
EFFECT OF EXCHANGE RATE CHANGES ON THE BALANCE OF
CASH HELD IN FOREIGN CURRENCIES (124,936) 81,572
NET DECREASE IN CASH AND CASH EQUIVALENTS (7,118,088) (630,435)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR 19,096,662 19,727,097
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 11,978,574 $ 19,096,662
The accompanying notes are an integral part of¢insolidated financial statements. (Concluded)



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. GENERAL INFORMATION

Macronix International Co., Ltd. (the “Company”) svancorporated in the Republic of China (“ROC”) on

December 9, 1989 and commenced business in DeceliBér The Company operates principally as a
designer, manufacturer and supplier of integratexiitcs and memory chips. The Company also perform

design, research and development, consultatiortradd of relevant products.

The Company’s shares have been listed on the Ta8t@k Exchange (TSE) since March 15, 1995. The
Company listed a portion of its shares on the NAgSD@tock Market in the form of American Depositary
Shares (ADSs) in May 1996 but delisted on OctoBe2P07.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were apprawedauthorized for issue by the Board of Directors
March 17, 2014.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDAR DS AND INTERPRETATIONS

a. New, amended and revised standards and intatipret (the “New IFRSs”) in issue but not yet
effective

The Company and its subsidiaries (the “Group”) haveapplied the following International Financial
Reporting Standards (IFRS), International Accounti8tandards (IAS), Interpretations of IFRS
(IFRIC), and Interpretations of IAS (SIC) issued ty IASB. On January 28, 2014, the Financial
Supervisory Commission (FSC) announced the framleveaorthe adoption of updated IFRSs version in
the ROC. Under this framework, starting JanuargQi,5, the previous version of IFRSs endorsed by
the FSC (the 2010 IFRSs version) currently appligdcompanies with shares listed on the Taiwan
Stock Exchange or traded on the Taiwan GreTai 8s=suMarket or Emerging Stock Market will be
replaced by the updated IFRSs without IFRS 9 (082FRSs version). However, as of the date that
the consolidated financial statements were autbdrar issue, the FSC has not endorsed the follpwin
new, amended and revised standards and interpretaissued by the IASB (the “New IFRSS”)
included in the 2013 IFRSs version. Furthermdne, ESC has not announced the effective date for
the following New IFRSs that are not included ia #013 IFRSs version.

Effective Date Announced by
IASB (Note 1)

The New IFRSs included in the 2013 IFRSs versidryabendorsed

by the FSC
Improvements to IFRSs (2009) - amendment to IAS 39 January 1, 2009 and January 1,
2010, as appropriate
Amendment to IAS 39 “Embedded Derivatives” Effective for annual periods
ending on or after June 30,
2009
(Continued)



Effective Date Announced by
IASB (Note 1)

Improvements to IFRSs (2010) July 1, 2010 and January 1,
2011, as appropriate
Annual Improvements to IFRSs 2009-2011 Cycle January 1, 2013

Amendment to IFRS 1 “Limited Exemption from Compam IFRS 7 July 1, 2010
Disclosures for First-Time Adopters”

Amendment to IFRS 1 “Severe Hyperinflation and Reahof Fixed July 1, 2011
Dates for First-Time Adopters”

Amendment to IFRS 1 “Government Loans” January 1, 2013

Amendment to IFRS 7 “Disclosure - Offsetting Finahé&ssets and January 1, 2013
Financial Liabilities”

Amendment to IFRS 7 “Disclosure - Transfer of FitiahAssets” July 1, 2011

IFRS 10 “Consolidated Financial Statements” January 1, 2013
IFRS 11 “Joint Arrangements” January 1, 2013
IFRS 12 “Disclosure of Interests in Other Entities” January 1, 2013
Amendments to IFRS 10, IFRS 11 and IFRS 12 “Codateid January 1, 2013

Financial Statements, Joint Arrangements and Désicéoof
Interests in Other Entities: Transition Guidance”

Amendments to IFRS 10 and IFRS 12 and IAS 27 “Imaesat January 1, 2014
Entities”

IFRS 13 “Fair Value Measurement” January 1, 2013

Amendment to IAS 1 “Presentation of Other Comprehanincome” July 1, 2012

Amendment to IAS 12 “Deferred tax: Recovery of driging January 1, 2012
Assets”

IAS 19 (Revised 2011) “Employee Benefits” January 1, 2013

IAS 27 (Revised 2011) “Separate Financial Stategient January 1, 2013

IAS 28 (Revised 2011) “Investments in Associates &wint January 1, 2013
Ventures”

Amendment to IAS 32 “Offsetting Financial Assetsl &inancial January 1, 2014
Liabilities”
IFRIC 20 “Stripping Costs in Production Phase &uaface Mine” January 1, 2013

The New IFRSs not included in the 2013 IFRSs versio

Annual Improvements to IFRSs 2010-2012 Cycle July 1, 2014 (Note 2)
Annual Improvements to IFRSs 2011-2013 Cycle July 1, 2014
IFRS 9 “Financial Instruments” Effective date not determined

Amendments to IFRS 9 and IFRS 7 “Mandatory Effexdate of Effective date not determined
IFRS 9 and Transition Disclosures”
IFRS 14 “Regulatory Deferral Accounts” January 1, 2016
Amendment to IAS 19 “Defined Benefit Plans: Empgey July 1, 2014
Contributions”
Amendment to IAS 36 “Impairment of Assets: Recabée Amount January 1, 2014
Disclosures for Non-Financial Assets”
Amendment to IAS 39 “Novation of Derivatives andnfiouation of January 1, 2014
Hedge Accounting”
IFRIC 21 “Levies” January 1, 2014
(Concluded)

Note 1: Unless stated otherwise, the above New $F&8 effective for annual periods beginning on
or after the respective effective dates.

-10 -



Note 2: The amendment to IFRS 2 applies to shaseeb@ayment transactions for which the grant

date is on or after 1 July 2014; the amendmenfERSI 3 applies to business combinations for
which the acquisition date is on or after 1 Jult20the amendment to IFRS 13 is effective
immediately; the remaining amendments are effedtvennual periods beginning on or after
July 1, 2014.

Significant impending changes in accountinggyothat would result from future adoption of newdan
revised Standards, Amendments and Interpretatioissiie but not yet effective

Except for the following, the impending initial digation of the above New IFRSs, whenever applied,
would not have any material impact on the Grouptanting policies:

1) IFRS 9 “Financial Instruments”

2)

3)

Recognition and measurement of financial assets

With regards to financial assets, all recognizedricial assets that are within the scope of IAS 39
“Financial Instruments: Recognition and Measurefhare subsequently measured at amortized
cost or fair value. Specifically, financial assé¢sit are held within a business model whose
objective is to collect the contractual cash floarsd that have contractual cash flows that ardysole
payments of principal and interest on the princgaaktanding are generally measured at amortized
cost at the end of subsequent accounting periodli.other financial assets are measured at their
fair values at the end of reporting period. Howetee Group may make an irrevocable election
to present subsequent changes in the fair vala® equity investment (that is not held for trading)
in other comprehensive income, with only dividendome generally recognized in profit or loss.

Effective date

The mandatory effective date of IFRS 9, which wasvjpusly set at January 1, 2015, was removed
and will be reconsidered once the standard is ocst@mplWith a new impairment model and
finalization of any limited amendments to classifion and measurement.

New and revised standards on consolidationt griangement, and associates and disclosure
IFRS 10 “Consolidated Financial Statements”

IFRS 10 replaces IAS 27 “Consolidated and SepaFitancial Statements” and SIC 12
“Consolidation - Special Purpose Entities”. The@r considers whether it has control over other
entities for consolidation. The Group has contwér an investee if and only if it has i) power
over the investee; ii) exposure, or rights, to afale returns from its involvement with the investee
and iii) the ability to use its power over the istee to affect the amount of its returns. Addaion
guidance has been included in IFRS 10 to explaiendn investor has control over an investee.

IFRS 13 “Fair Value Measurement”

IFRS 13 establishes a single source of guidanctaiovalue measurements. It defines fair value,
establishes a framework for measuring fair valued aequires disclosures about fair value

measurements. The disclosure requirements in [ER&e more extensive than those required in
the current standards. For example, quantitatind gqualitative disclosures based on the
three-level fair value hierarchy currently requifedfinancial instruments only will be extended by

IFRS 13 to cover all assets and liabilities wittiénscope.

-11 -



4)

5)

6)

7)

Amendments to IAS 1 “Presentation of ltems di€é@tComprehensive Income”

The amendments to IAS 1 require items of other cehgnsive income to be grouped into those
that (1) will not be reclassified subsequently tofp or loss; and (2) will be reclassified
subsequently to profit or loss when specific cdodi are met. Income taxes on related items of
other comprehensive income are grouped on the dmmis. Previously, there were no such
requirements.

Revision to IAS 19 “Employee Benefits”

Revision in 2011

Revised IAS 19 requires the recognition of charigedefined benefit obligations and in the fair
value of plan assets when they occur, and hengenalie the “corridor approach” permitted under
current IAS 19 and accelerate the recognition ot g@rvice costs. The revision requires all
actuarial gains and losses to be recognized imredgithrough other comprehensive income in
order for the net pension asset or liability tdeetf the full value of the plan deficit or surplus.
Furthermore, the interest cost and expected retuplan assets used in current IAS 19 are replaced
with a “net interest” amount, which is calculateg dpplying the discount rate to the net defined
benefit liability or asset.

In addition, revised IAS 19 changes the definitainshort-term employee benefits. The revised
definition is “employee benefits (other than teration benefits) that are expected to be settled
wholly before twelve months after the end of thauwal reporting period in which the employees
render the related service”. The Group’s unuseduanleave, which can be carried forward
within 36 months after the end of the annual pefioavhich the employee renders service and
which is currently classified as short-term empyenefits, will be classified as other long-term
employee benefits under revised IAS 19. Relatefinel@ benefit obligation of such other
long-term benefit is calculated using the Projedthdt Credit Method. However, this change
does not affect unused annual leave to be presastacturrent liability in the consolidated balance
sheet.

Amendments to IAS 36 “Recoverable Amount Disafes for Non-Financial Assets”

In issuing IFRS 13 “Fair Value Measurement”, th&&B\made some consequential amendments to
the disclosure requirements in IAS 36 “Impairmeiffit Assets”, introducing a requirement to
disclose in every reporting period the recoveramunt of an asset or each cash-generating unit.
The amendment clarifies that such disclosure obwerable amount is required only when an
impairment loss has been recognized or reverseidgltine period. Furthermore, the Group is
required to disclose the discount rate used in oreaents of the recoverable amount based on fair
value less costs of disposal measured using argreskele technique.

New issued IFRIC 21 “Levies”

IFRIC 21 provides guidance on when to recognizelality for a levy imposed by a government.
It addresses the accounting for a liability whaswgrtg and amount is certain and the accounting for
a provision whose timing or amount is not certaihe Group accrues related liability when the
transaction or activity that triggers the paymehthe levy occurs. Therefore, if the obligating
event occurs over a period of time (such as geineraf revenue over a period of time), the liakilit

is recognized progressively. If an obligation &y @ levy is triggered upon reaching a minimum
threshold (such as a minimum amount of revenueatmssgenerated), the liability is recognized
when that minimum threshold is reached.
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8)

9)

Annual Improvement to IFRSs 2010-2012 Cycle

Several standards including IFRS 2 “Share-BasednBay/, IFRS 3 “Business Combinations” and
IFRS 8 “Operating Segments” were amended in thiahnimprovement.

The amended IFRS 2 changes the definitions of imgstondition” and “market condition” and
adds definitions for “performance condition” andef@ce condition”. The amendment clarifies
that a performance target can be based on thetmpexdi.e. a non-market condition) of the Group
or another entity in the same group or the markieef the equity instruments of the Group or
another entity in the same group (i.e. a marketlitimm); that a performance target can relate eithe
to the performance of the Group as a whole or toespart of it (e.g. a division); and that the perio
for achieving a performance condition must not rateeyond the end of the related service period.
In addition, a share market index target is noedgpmance condition because it not only reflects
the performance of the Group, but also of otheitieatoutside the Group.

IFRS 3 was amended to clarify that contingent asrsition should be measured at fair value,
irrespective of whether the contingent considerat®a financial instrument within the scope of
IFRS 9 or IAS 39. Changes in fair value shoulddm®gnized in profit or loss.

The amended IFRS 8 requires an entity to disclosgudgments made by management in applying
the aggregation criteria to operating segmentdudntg a description of the operating segments
aggregated and the economic indicators assesseeteénmining whether the operating segments
have “similar economic characteristics”. The amnmeedt also clarifies that a reconciliation of the
total of the reportable segments’ assets to thédyentassets should only be provided if the
segments’ assets are regularly provided to the operating decision-maker.

IFRS 13 was amended to clarify that the issuandeRS 13 did not remove the ability to measure
short-term receivables and payables with no staitedest rate at their invoice amounts without
discounting, if the effect of not discounting isnraterial.

IAS 24 was amended to clarify that a managemerityepmtoviding key management personnel
services to the Group is a related party of theu@ro Consequently, the Group is required to
disclose as related party transactions the amdoatsred for the service paid or payable to the
management entity for the provision of key managerpersonnel services. However, disclosure
of the components of such compensation is not redui

Annual Improvement to IFRSs 2011-2013 Cycle

Several standards including IFRS 3, IFRS 13 and 48SInvestment Property” were amended in
this annual improvement.

IFRS 3 was amended to clarify that IFRS 3 doesappty to the accounting for the formation of alll
types of joint arrangements in the financial stagets of the joint arrangement itself.

The scope in IFRS 13 of the portfolio exceptionrfegasuring the fair value of a group of financial
assets and financial liabilities on a net basis amaended to clarify that it includes all contrabizt
are within the scope of, and accounted for in ataoce with, IAS 39 or IFRS 9, even if those
contracts do not meet the definitions of finanesdets or financial liabilities within I1AS 32.

IAS 40 was amended to clarify that IAS 40 and IFR&e not mutually exclusive and application

of both standards may be required to determine hvanethe investment property acquired is
acquisition of an asset or a business combination.
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c. Significant impending changes in accounting g@yotiesulted from the amendments to the Regulations
Governing the Preparation of Financial Reports éguBities Issuers in issue but not yet effective

On December 30, 2013, FSC announced the amendineiis Regulations Governing the Preparation
of Financial Reports by Securities Issuers. Oni®fmain amendments is to permit fair value model
for subsequent measurement of investment propertiesis amendment is effective for annual periods
beginning on or after January 1, 2014.

The amendment requires that the fair value of amstment property be measured using the income
approach, except for undeveloped lands in resgeshich are measured using a Land Development
Analysis. If the investment property is measurethg the income approach, the cash flows are
determined by reference to any existing lease,l logats, or market rents for similar comparable

subjects, adjusted to exclude those extreme ladsects, plus the present value of property value a
the end of the analysis period, if any. The distaate is determined by applying a risk premium

approach, and is to be no less than the floatitegfoa the 2-year time savings deposits of Chunghwa
Post Co., Ltd plus 0.75% and any asset-specificaiemium. The amendment requires disclosures in
addition to those required by IAS 40, includingrsiigant lease terms, cash flows, discount rate, et

d. The impact of the application of the above N&RS$s and the Regulations on the Group’s financial
position and operating results is as follows:

Except for the above impact, as of the date thesaatated financial statements were authorized for
issue, the Group is continuingly assessing theilplessnpact that the application of other standamag
interpretations will have on the Group’s finanguasition and operating result, and will disclose th
relevant impact when the assessment is complete.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICY

On May 14, 2009, the FSC announced the “Framewarkie Adoption of IFRSs by the Companies in the
ROC.” In this framework, starting 2013, companth shares listed on the Taiwan Stock Exchange or
traded on the Taiwan GreTai Securities Market orefgimg Stock Market should prepare their

consolidated financial statements in accordancéh Wlie Regulations Governing the Preparation of
Financial Reports by Securities Issuers and theS|HRS, IFRIC and SIC (the “IFRSs”) endorsed by the
FSC.

The Group’s consolidated financial statements far years ended December 31, 2013 is its first IFRS
consolidated financial statements. The date okitian to IFRSs was January 1, 2012. Refer teNGt
for the impact of IFRS conversion on the Group’ssmlidated financial statements.
a. Statement of compliance
The consolidated financial statements have beemaped in accordance with the Regulations
Governing the Preparation of Financial Reports bgusties Issuers, or other regulations and IFRSs a
endorsed by the FSC.
b. Basis of preparation
The consolidated financial statements have beepaped on the historical cost basis except for

financial instruments that are measured at faiuesl Historical cost is generally based on the fai
value of the consideration given in exchange feets
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The opening consolidated balance sheets as of @ af transition to IFRSs were prepared in
accordance with IFRS 1 “First-time Adoption of Imational Financial Reporting Standards”. The
applicable IFRSs have been applied retrospectiveihe Group except for some aspects where IFRS 1
prohibits retrospective application or grants omtiloexemptions to this general principle. For the
exemptions that the Group elected, refer to Note 37

Classification of current and non-current asaatsliabilities

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

to be realized within twelve months after the répgr period, unless the asset is to be used for an
exchange or to settle a liability, or otherwise a@ms restricted, at more than twelve months after t
reporting period. Current liabilities are obligats incurred for trading purposes or to be settled
within twelve months after the reporting period diadilities that do not have an unconditional tigt
defer settlement for at least twelve months afterreporting period. Liabilities that are not sified

as current are classified as non-current.

Basis of consolidation

1) Principles for preparing consolidated finansi@tements
The consolidated financial statements incorporagefinancial statements of the Company and the
entities controlled by the Company (i.e. its sulasids). When necessary, adjustments are made
to the financial statements of subsidiaries todthreir accounting policies into line with thoseds

by the Company.

All intra-group transactions, balances, income axpenses are eliminated in full upon
consolidation.

Attribution of total comprehensive income to nomtolling interests

Total comprehensive income of subsidiaries iskatted to the owners of the Company and to the
non-controlling interests even if this resultshie hon-controlling interests having a deficit bakan

Changes in the Group’s ownership interests in iexisubsidiaries

Changes in the Group’s ownership interests in didrses that do not result in the Group losing
control over the subsidiaries are accounted faaasty transactions. The carrying amounts of the
Group’s interests and the non-controlling interemts adjusted to reflect the changes in their
relative interests in the subsidiaries. Any ddéfere between the amount by which the
non-controlling interests are adjusted and the ¥alue of the consideration paid or received is
recognized directly in equity and attributed to tireners of the Company.

2) Subsidiary included in consolidated financiatsiments

As of December 31, 2013, the Company has direciradicect majority ownership in the following
subsidiaries: Run Hong Investment, Ltd. (“Run HYnblui Ying Investment, Ltd. (“Hui Ying”),
Magic Pixel Inc. (“MPI”), Mxtran Inc. (“Mxtran”), mfomax Communication Co., Ltd.
(“INFOMAX™), MoDioTek Co., Ltd. (“MoDioTek”), Macramix America Inc. (“MXA”), Macronix
(BVI) Co., Ltd. (“MXBVI"), Magic Pixel Inc. (“MPI Samoa”), Magic Pixel Holding Company
Limited (“MPI HK"), Magic Pixel (Shen Zhen) Co., dt (“MPI SZ"), Mxtran Holding (Samoa) Co.,
Ltd. ("Mxtran Samoa”), Mxtran (H.K.) Holding Co.,imited (“Mxtran HK”), Maxtran Technology
Co., Ltd. (“Maxtran Beijing”), Infomax Holding ColLtd. (“Infomax Samoa”), Infomax Holding
Company Limited (“Infomax HK"), Infomax Communicati (Suzhou) Co., Ltd. (“Infomax SU"),
Mosatek Co., Ltd. (“Mosatek Samoa”’), Mosatek (HKpngpany Limited (“Mosatek HK"),
Modiotek (Suzhou) Co., Ltd. (“Modiotek SU”), Newdnd Technology Inc. (“NTTI”), Macronix
(Asia) Limited (“MX Asia”), Macronix Pte. Ltd. (“MP”), Macronix Europe NV. (“MXE"),
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Macronix (Hong Kong) Co., Ltd. (“MXHK") and MacroxiMicroelectronics (Suzhou) Co., Ltd.

(HMXmH) .
% of Ownership
December 31, December 31, January 1,
Investor Investee Main Business 2013 2012 2012 Remark
The Company MXB Inc. (“MXB”) Sales and marketing - - 50.00 Note 1
The Company Run Hong Investment company 100.00 100.00 100.00 -
The Company Hui Ying Investment company 100.00 100.00 100.00
The Company and Run MPI Fabless multimedia system on 83.11 77.38 77.38
Hong chip
The Company and Run Mxtran Combi-SIM IC and the related 94.15 93.14 93.14
Hong service
The Company and Run INFOMAX Baseband chip, analog 99.02 97.34 97.68
Hong baseband chip, and power
management chip
The Company, Run MoDioTek Mobile audio platform and 84.16 80.86 80.86
Hong and Hui Ying smart remote controller
The Company and Run MaxRise Inc. (‘MaxRise”) IC design, research, - - 84.69 Note 2
Hong development, design,
manufacturing and sales of
digital TV receivable chips
The Company MXA Sales and marketing 100.00 100.00 100.00
The Company MXBVI Investment company 100.00 100.00 100.00
MPI MPI Samoa Investment company 100.00 100.00 100.00
MPI Samoa MPI HK Investment company 100.00 100.00 100.00
MPI HK MPI SZ Sales and technical support of 100.00 100.00 100.00
fabless multimedia system
on chip
Mxtran Mxtran Samoa Investment company 100.00 100.00 100.00
Mxtran Samoa Mxtran HK Investment company 100.00 100.00 100.00
Mxtran HK Maxtran Beijing Technical support of 100.00 100.00 100.00
Combi-SIM IC
INFOMAX Infomax Samoa Investment company 100.00 100.00 100.00
Infomax Samoa Infomax HK Investment company 100.00 100.00 100.00
Infomax HK Infomax SU Software, rendering and 100.00 100.00 100.00
technical service
MoDioTek Mosatek Samoa Investment company 100.00 100.00 100.00
Mosatek Samoa Mosatek HK Investment company 100.00 100.00 100.00
Mosatek HK Modiotek SU Sales and technical support of 100.00 100.00 100.00
mobile audio platform and
smart remote controller
MXBVI NTTI IC design 100.00 100.00 100.00
MXBVI MX Asia Investment company 100.00 100.00 100.00
MXBVI MPL After-sales service 100.00 100.00 100.00
MXBVI MXE After-sales service 100.00 100.00 100.00
MXBVI MXHK Sales and marketing 100.00 100.00 100.00
MXHK MXm Development of integrated 100.00 100.00 100.00

circuit system and software
Note 1: MXB was in the process of liquidation in120and completed the liquidation in 2012.

Note 2: MaxRise merged with INFOMAX through shanap in December 2012, and INFOMAX
continues to exist. MaxRise’s revenues and expenstore the merger were included in
the consolidated financial statements of 2012.

e. Business combinations

The Group does not apply the acquisition methoddoount for business combinations involving
entities under common control. The consolidatedrftial statements were prepared on the basis that
using the book value of the company which is elatenafter stock exchanges combination. Book
value of the company should be evaluated inclutbeges.

f. Foreign currencies

The functional currency of the Company is New Taiwdallars. In preparing the financial statements
of each individual group entity, transactions inreacies other than the entity’s functional cursenc
(foreign currencies) are recognized at the ratesxohange prevailing at the dates of the transastio
At the end of each reporting period, monetary itelmsominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetargs measured at fair value that are denomiriated
foreign currencies are retranslated at the raeging at the date when the fair value was dategth
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Non-monetary items that are measured in terms sifofical cost in a foreign currency are not
retranslated.

For the purposes of presenting consolidated firmdustatements, the assets and liabilities of theu@®s
foreign operations are translated into New Taiwalfads using exchange rates prevailing at the énd o
each reporting period. Income and expense itemsranslated at the average exchange rates for the
year, unless exchange rates fluctuate significahilyng that year, in which case the exchange rattes
the dates of the transactions are used. Exchaitffgredces arising are recognized in other
comprehensive income and accumulated in equitybatéd to the owners of the Company and
non-controlling interests as appropriate.

Cash equivalents

Cash equivalents, for the purpose of meeting dieont- cash commitments, consist of highly liquid
time deposits and convertible bonds that are ngadihvertible to known amounts of cash and which
are subject to an insignificant risk of changegdtue.

Inventories

Inventories consist of raw materials, suppliedsfied goods, merchandise and work-in-process and ar
stated at the lower of cost or net realizable valuaventory write-downs are made by item, except
where it may be appropriate to group similar oated items. Net realizable value is the estimated
selling price of inventories less all estimatedtsad completion and costs necessary to make fee sa

Inventories are recorded at standard cost and tadjus approximate weighted - average cost on the
balance sheet date.

Property, plant, and equipment

Property, plant and equipment are stated at cest bubsequent accumulated depreciation and
subsequent accumulated impairment loss.

Freehold land is not depreciated.

Depreciation is recognized using the straight-lmethod. Each significant part is depreciated

separately. The estimated useful lives, residaéles and depreciation method are reviewed at the
end of each reporting period, with the effect of ahanges in estimate accounted for on a prosgectiv

basis.

Any gain or loss arising on the disposal or reteemof an item of property, plant and equipment is
determined as the difference between the sales@dscand the carrying amount of the asset and is
recognized in profit or loss.

Intangible assets
1) Intangible assets acquired separately

Intangible assets with finite useful lives that amgjuired separately are initially measured at cost
and subsequently measured at cost less accumalaiedization. Amortization is recognized on
a straight-line basis. The estimated useful lifesidual value, and amortization method are
reviewed at the end of each reporting period, with effect of any changes in estimate accounted
for on a prospective basis. The residual valuarointangible asset with a finite useful life shall
be assumed to be zero unless the Group expecispiosd of the intangible asset before the end of
its economic life.
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2) Internally-generated intangible assets - re¢eand development expenditure
Expenditure on research activities is recognizeanasxpense in the period in which it is incurred.
3) Derecognition of intangible assets

Gains or losses arising from derecognition of atarigible asset, measured as the difference
between the net disposal proceeds and the carayimmgint of the asset, are recognized in profit or
loss when the asset is derecognized.

Impairment of tangible and intangible asseteothan goodwiill

At the end of each reporting period, the Group eesgi the carrying amounts of its tangible and
intangible assets, excluding goodwill, to determivteether there is any indication that those assets
have suffered an impairment loss. If any suchcaaon exists, the recoverable amount of the asset
estimated in order to determine the extent of thgairment loss. When it is not possible to estimat
the recoverable amount of an individual asset, Gneup estimates the recoverable amount of the
cash-generating unit to which the asset belongshen\a reasonable and consistent basis of allocation
can be identified, corporate assets are also aldda the individual cash-generating units; othisew
they are allocated to the smallest group of castei@ding units for which a reasonable and condisten
allocation basis can be identified.

Recoverable amount is the higher of fair value ssts to sell and value in use. If the recoverabl
amount of an asset or cash-generating unit is atguinto be less than its carrying amount, the cagry
amount of the asset or cash-generating unit iscestito its recoverable amount.

When an impairment loss is subsequently reverbedcadrrying amount of the asset or cash-generating
unit is increased to the revised estimate of ik®verable amount, but only to the extent of theyoag
amount that would have been determined had no mmpeait loss been recognized for the asset or
cash-generating unit in prior years. A reversamimpairment loss is recognized in profit or loss

Financial instruments

Financial assets and liabilities are recognized nwttee Group becomes a party to the contractual
provisions of the instruments.

Financial assets and liabilities are initially maasl at fair values. Transaction costs that amecty
attributable to the acquisition or issue of finah@ssets and financial liabilities (other tharafinial
assets and financial liabilities at fair value tgh profit or loss) are added to or deducted froenfair
value of the financial assets or financial liai@kt, as appropriate, on initial recognition. Tiri®n
costs directly attributable to the acquisition afahcial assets or financial liabilities at fairlua
through profit or loss are recognized immediatalypriofit or loss.

Financial assets
All regular way purchases or sales of financiaktsare recognized and derecognized on a settlement
date basis. Regular way purchases or sales aphgsas or sales of financial assets that require
delivery of assets within the time frame establishg regulation or convention in the marketplace.
1) Measurement category
Financial assets are classified into the followsategories: Financial assets at fair value through
profit or loss, held-to-maturity investments, ashik-for-sale financial assets, and loans and

receivables. The classification depends on thar@aand purpose of the financial assets and is
determined at the time of initial recognition. Téegegories of financial assets held by the Group
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are financial assets at fair value through prafitoss, available-for-sale financial assets anatidoa
and receivables.

a) Financial assets at fair value through profioss

Financial assets are classified as at fair valoeutih profit or loss when the financial asset is
either held for trading or it is designated asaatalue through profit or loss.

i. Financial asset is classified as held for trgdfn
i) It has been acquired principally for the purpogselling it in the near term; or

i) On initial recognition it is part of a portfaiof identified financial instruments that the
Group manages together and has a recent actuatrpattshort-term profit-taking; or

iii) It is a derivative that is neither classified a financial guarantee contract nor designated
and effective as a hedging instrument.

ii. A financial asset other than a financial adseid for trading may be designated as at fair
value through profit or loss upon initial recogoitiwhen doing so results in more relevant
information and if:

i) Such designation eliminates or significantly ueds a measurement or recognition
inconsistency that would otherwise arise; or

ii) The financial asset forms part of a group ofaficial assets or financial liabilities or
both, which is managed and its performance is ew@atlion a fair value basis, in
accordance with the Group’s documented risk managewr investment strategy, and
information about the grouping is provided intelyain that basis.

In addition, if a contract contains one or more edded derivatives, the entire
combined contract asset or liability can be degiphas at fair value through profit or
loss.

Financial assets at fair value through profit @slare stated at fair value, with any gains
or losses arising on remeasurement recognizedoifit pr loss. The net gain or loss

recognized in profit or loss does not incorporatg iaterest or dividend received on the
financial asset. Fair value is determined in tleener described in Note 30.

b) Available-for-sale financial assets

Available-for-sale financial assets are non-deivest that are either designated as
available-for-sale or are not classified as loart r@eceivables, held-to-maturity investments or
financial assets at fair value through profit sdo

Dividends on available-for-sale equity investmeate recognized in profit or loss. Other

changes in the carrying amount of available-foedatancial assets are recognized in other
comprehensive income and accumulated under tharfieatlinvestments revaluation reserve.

When the investment is disposed of or is determtodze impaired, the cumulative gain or loss
previously accumulated in the investments revatumateserve is reclassified to profit or loss.

Dividends on available-for-sale equity instrumeats recognized in profit or loss when the
Group'’s right to receive the dividends is estalaish
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2)

Available-for-sale equity investments that do naténa quoted market price in an active market
and whose fair value cannot be reliably measurelddanivatives that are linked to and must be
settled by delivery of such unquoted equity invesita are measured at cost less any identified
impairment loss at the end of each reporting peaiodi are recognized in a separate line item as
financial assets carried at cost. If, in a subsatperiod, the fair value of the financial assets
can be reliably measured, the financial assetseareasured at fair value. The difference
between carrying amount and fair value is recoghineprofit or loss or other comprehensive
income on financial assets.

¢) Loans and receivables

Loans and receivables are non-derivative finaresakets with fixed or determinable payments
that are not quoted in an active market. Loans mugivables (including cash and cash
equivalent, trade receivables, other receivabla$ lang-term receivables) are measured at
amortized cost using the effective interest methesls any impairment. Interest income is
recognized by applying the effective interest rabe;ept for short-term receivables when the
effect of discounting is immaterial.

Impairment of financial assets

Financial assets, other than those at fair valusutih profit or loss, are assessed for indicatbrs o
impairment at the end of each reporting period.naktial assets are considered to be impaired
when there is objective evidence that, as a re$ahe or more events that occurred after theainiti
recognition of the financial asset, the estimatedire cash flows of the investment have been
affected.

For certain categories of financial assets, sudnaae receivables and other receivables, assets ar
assessed for impairment on a collective basis dfethey were assessed as not impaired
individually.

For financial assets carried at amortized costatheunt of the impairment loss is the difference
between the asset's carrying amount and the presglne of estimated future cash flows,
discounted at the financial asset’s original effecinterest rate.

For financial assets measured at amortized cagstn i subsequent period, the amount of the
impairment loss decreases and the decrease catatetrobjectively to an event occurring after the
impairment was recognized, the previously recoghimgairment loss is reversed through profit or
loss to the extent that the carrying amount ofitivestment at the date the impairment is reversed
does not exceed what the amortized cost would bega had the impairment not been recognized.

For available-for-sale equity investments, a sigaiit or prolonged decline in the fair value of the
security below its cost is considered to be objectividence of impairment.

For all other financial assets, objective evideoicenpairment could include:

a) Significant financial difficulty of the issuer oounterparty; or

b) Breach of contract, such as a default or dekngy in interest or principal payments; or

¢) It becoming probable that the borrower will @riiankruptcy or financial re-organization; or

d) The disappearance of an active market for thantial asset because of financial difficulties.
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3)

When an available-for-sale financial asset is amrsid to be impaired, cumulative gains or losses
previously recognized in other comprehensive incaneereclassified to profit or loss in the period.

In respect of available-for-sale equity securitiegpairment loss previously recognized in profit or
loss are not reversed through profit or loss. Angrease in fair value subsequent to an
impairment loss is recognized in other comprehensicome and accumulated under the heading
of investments revaluation reserve. For finanagdets that are carried at cost, the amount of the
impairment loss is measured as the difference letlege asset’s carrying amount and the present
value of the estimated future cash flows discouatdthe current market rate of return for a similar
financial asset. Such impairment loss will noré&esrsed in subsequent periods.

The carrying amount of the financial asset is reduby the impairment loss directly for all
financial assets with the exception of trade realglizs and other receivables, where the carrying
amount is reduced through the use of an allowanceusmt. Changes in the carrying amount of
the allowance account are recognized in profit agsl When a trade receivable and other
receivables are considered uncollectible, it isttemi off against the allowance account.
Subsequent recoveries of amounts previously wrifeare credited against the allowance account.

Derecognition of financial assets

The Group derecognizes a financial asset only wthercontractual rights to the cash flows from
the asset expire, or when it transfers the findragaet and substantially all the risks and rewafds
ownership of the asset to another party.

On derecognition of a financial asset in its efyir¢he difference between the asset’s carrying
amount and the sum of the consideration receivedraceivable and the cumulative gain or loss
that had been recognized in other comprehensivaria@nd accumulated in equity is recognized in
profit or loss.

Financial liabilities

1) Subsequent measurement

Except the following situation, all the financi#bilities are measured at amortized cost using the
effective interest method, less any impairment.

Financial liabilities at fair value through profit loss

Financial liabilities are classified as at fairw@lthrough profit or loss when the financial lighiis
held for trading.

a) A financial liability is classified as held forading if:
i. It has been acquired principally for the purpofeepurchasing it in the near term; or

ii. On initial recognition it is part of a portfaiof identified financial instruments that the
Group manages together and has a recent actuairpaftshort-term profit-taking; or

ilii. It is a derivative that is neither classifi@$ a financial guarantee contract nor designated
and effective as a hedging instrument.

Financial liabilities at fair value through profit loss are stated at fair value, with any gains or
losses arising on remeasurement recognized intpnofoss. The net gain or loss recognized in
profit or loss does not incorporate any interestioidend paid on the financial liability. Fair
value is determined in the manner described in 80te
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2) Derecognition of financial liabilities
The Group derecognizes financial liabilities whand only when, the Group’s obligations are
discharged, cancelled or expired. The differeneveen the carrying amount of the financial
liability derecognized and the consideration paid payable is recognized in profit or loss.

Derivative financial instruments

The Group enters into foreign exchange forwardreats to manage its exposure to foreign exchange
rate risks.

Derivatives are initially recognized at fair valaethe date the derivative contracts are entertedaind

are subsequently remeasured to their fair valudheatend of each reporting period. When the fair
value of derivative financial instruments is posti the derivative is recognized as a financiaktass
when the fair value of derivative financial instremts is negative, the derivative is recognized as a
financial liability.

. Provisions

Provisions are recognized when the Group has &mprebligation (legal or constructive) as a resiilt

a past event, it is probable that the Group wiltdxpuired to settle the obligation, and a reliadgémate
can be made of the amount of the obligation.

Revenue recognition

Revenue is measured at the fair value of the cersidn received or receivable. Revenue is reduced
for estimated customer returns, rebates and othelas allowances. Sales returns are recognized at
the time of sale provided the seller can relialdtineate future returns and recognizes a liabildy f
returns based on previous experience and othesargléactors.

1) Sale of goods

Revenue from the sale of goods is recognized whemoods are delivered and titles have passed,
at which time all the following conditions are ségd:

a) The Group has transferred to the buyer the fgignt risks and rewards of ownership of the
goods;

b) The Group retains neither continuing manageniblvement to the degree usually associated
with ownership nor effective control over the gosatd;

c) The amount of revenue can be measured reliably;

d) It is probable that the economic benefits asdedi with the transaction will flow to the Group;
and

e) The costs incurred or to be incurred in respetite transaction can be measured reliably.

The Group does not recognize sales revenue onialatdelivered to subcontractors because this
delivery does not involve a transfer of risks aelards of materials ownership.

Specifically, sales of goods are recognized wherdgare delivered and title has passed.
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2) Rendering of services
Service income is recognized when services areagedy

Revenue from a contract to provide services isgeized by reference to the stage of completion of
the contract. The stage of completion of the @mttis determined by the contractual rates as
labor hours and direct expenses are incurred.

3) Royalties

Royalty revenue is recognized on an accrual basécordance with the substance of the relevant
agreement provided that it is probable that thenegtic benefits will flow to the Group and the
amount of revenue can be measured reliably. Rogathngements that are based on production,
sales and other measures are recognized by re¢et@tite underlying arrangement.

4) Dividend and interest income

Dividend income from investments is recognized wttenshareholder’s right to receive payment
has been established provided that it is probddaethe economic benefits will flow to the Group
and the amount of income can be measured reliably.

Interest income from a financial asset is recoghizlen it is probable that the economic benefits
will flow to the Group and the amount of income daa measured reliably. Interest income is

accrued on a time basis, by reference to the pahcutstanding and at the effective interest rate
applicable.

0. Leasing

Leases are classified as finance leases wheneygriins of the lease transfer substantially alfigles
and rewards of ownership to the lessee. All olgxeses are classified as operating leases.

1) The Group as lessor

Rental income from operating leases is recognized Gtraight-line basis over the term of the
relevant lease.

2) The Group as lessee
Operating lease payments are recognized as ansxpena straight-line basis over the lease term.
Contingent rents arising under operating leasesem@gnized as an expense in the year in which
they are incurred.
p. Borrowing costs
Borrowing costs directly attributable to the acgios, construction or production of qualifying ats,
which are assets that necessarily take a subdtpatiad of time to get ready for their intended us
sale, are added to the cost of those assets,suitil time as the assets are substantially readjpéar
intended use or sale.

All other borrowing costs are recognized in praiitloss in the year in which they are incurred othe
than stated above.
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g. Retirement benefit costs

Payments to defined contribution retirement benefdns are recognized as an expense when
employees have rendered service entitling therhda@ontributions.

For defined benefit retirement benefit plans, tlstof providing benefits is determined using the
Projected Unit Credit Method, with actuarial valoas being carried out at the end of each reporting
period. Actuarial gains and losses that exceed @Dle greater of the present value of the Group’s
defined benefit obligation and the fair value ddirplassets as at the end of the prior year are iaaubrt
over the expected average remaining working liiehe participating employees. Past service st i
recognized immediately to the extent that the benafe already vested, and otherwise is amortired

a straight-line basis over the average period thilbenefits become vested.

The retirement benefit obligation recognized in tdoasolidated balance sheets represents the present
value of the defined benefit obligation as adjustedunrecognized actuarial gains and losses and
unrecognized past service cost, and as reducetiebfair value of plan assets. Any asset resulting
from this calculation is limited to the unrecogrizpast service cost and actuarial losses, plus the
present value of available refunds and reductiorigture contributions to the plan.

r. Share-based payment arrangements

Equity-settled share-based payments to employeesnmasured at the fair value of the equity
instruments at the grant date.

The fair value determined at the grant date ofetipaity-settled share-based payments is expensad on
straight-line basis over the vesting period, basethe Group’s estimate of equity instruments it
eventually vest, with a corresponding increaseaipital surplus - employee share options. The fair
value determined at the grant date of the equityeseshare-based payments is recognized as an
expense in full at the grate date when the shafergpgranted vest immediately.

At the end of each reporting period, the Groupsewiits estimate of the number of equity instrusient
expected to vest. The impact of the revision ef dhiginal estimates is recognized in profit orslos
such that the cumulative expense reflects the edvestimate, with a corresponding adjustment to the
capital surplus - employee share options.
The above accounting policy only applies to theitgqostruments granted after November 7, 2002 and
also vested after January 1, 2012. For the otb&lr equity instruments, equity-settled share-based
payments are not recognized as an expense.

s. Treasury stock
The parent company’s stock held by subsidiariesetdassified to treasury stock from investment
accounted for using equity method and recognizdl thie original investment cost. Cash dividends
earned by subsidiaries are write-off with investtn@egcome and adjust capital surplus-treasury stock
transaction.

t. Taxation
Income tax expense represents the sum of the teently payable and deferred tax.
1) Current tax

According to the Income Tax Law, an additional &x.0% of unappropriated earnings is provided
for as income tax in the year the shareholdersoappo retain the earnings.
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Adjustments of prior years’ tax liabilities are a&ddto or deducted from the current year’'s tax
provision.

2) Deferred tax

Deferred tax is recognized on temporary differerfoetsveen the carrying amounts of assets and
liabilities in the consolidated financial statensem@ind the corresponding tax bases used in the
computation of taxable profit. Deferred tax lisiiels are generally recognized for all taxable
temporary differences. Deferred tax assets arerghn recognized for all deductible temporary
differences, unused loss carry forward and unused credits for purchases of machinery,
equipment and technology, and research and develadpexpenditures to the extent that it is
probable that taxable profits will be available iagawhich those deductible temporary differences
can be utilized. Such deferred tax assets andliied are not recognized if the temporary
difference arises from the initial recognition @ththan in a business combination) of other assets
and liabilities in a transaction that affects neitthe taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxat@imporary differences associated with investments
in subsidiaries and associates, except where tloaipGis able to control the reversal of the
temporary difference and it is probable that theperary difference will not reverse in the
foreseeable future. Deferred tax assets arisiog fileductible temporary differences associated
with such investments and interests are only rezegnto the extent that it is probable that there
will be sufficient taxable profits against which wdilize the benefits of the temporary differences
and they are expected to reverse in the forese@#hle.

The carrying amount of deferred tax assets is wadeat the end of each reporting period and
reduced to the extent that it is no longer prob&de sufficient taxable profits will be availakie
allow all or part of the asset to be recovered. préviously unrecognized deferred tax asset is also
reviewed at the end of each reporting period amdgeized to the extent that it has become
probable that future taxable profit will allow theferred tax asset to be recovered.

Deferred tax liabilities and assets are measuréukeaitix rates that are expected to apply in tlae ye
which the liability is settled or the asset realizbased on tax rates (and tax laws) that have been
enacted or substantively enacted by the end ofgherting period. The measurement of deferred
tax liabilities and assets reflects the tax consaqges that would follow from the manner in which
the Group expects, at the end of the reportingodetd recover or settle the carrying amount of its
assets and liabilities.

3) Current and deferred tax for the year

Current and deferred tax are recognized in profioss, except when they relate to items that are
recognized in other comprehensive income or diectlequity, in which case, the current and
deferred tax are also recognized in other comphemncome or directly in equity, respectively.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES O F ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting p@ssimanagement is required to make judgments, asism
and assumptions about the carrying amounts ofsaasetliabilities that are not readily apparentrfrather
sources. The estimates and associated assumptierisased on historical experience and other factor
that are considered relevant. Actual results niigrdrom these estimates.
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The estimates and underlying assumptions are redewn an ongoing basis. Revisions to accounting
estimates are recognized in the year in which ienate is revised if the revision affects onlytthear or
in the year of the revision and future years iftén@sion affects both current and future years.

a. Estimated impairment of trade receivables

When there is objective evidence of impairment,|tiss Group takes into consideration the estimation
of future cash flows. The amount of the impairmiasts is measured as the difference between the
asset’s carrying amount and the present valuetohaed future cash flows (excluding future credit
losses that have not been incurred) discountetieafimancial asset's original effective interesiera
Where the actual future cash flows are less thape@®d, a material impairment loss may arise.

b. Write-down of inventory

Net realizable value of inventory is the estimatelling price in the ordinary course of business lie
estimated costs of completion and the estimatets cecessary to make the sale. The estimation of
net realizable value was based on current markeditons and the historical experience of selling
products of a similar nature. Changes in marketditimns may have a material impact on the
estimation of net realizable value.

c. Fair value of financial instruments

As described in Note 30, the Group’s managemens ltsejudgment in selecting an appropriate
valuation technique for financial instruments tdatnot have quoted market price in an active market
Valuation techniques commonly used by market prangrs are applied. For derivative financial
instruments, assumptions were based on quoted meates adjusted for specific features of the
instruments. The estimation of fair value of lsequity instruments traded in emerging market and
unlisted equity instruments was based on the aisalgsrelation to the financial position and the
operation results of investees, recent transagtiimes, prices of same equity instruments not qlote
active markets, quoted prices of similar instruraeimt active markets, valuation multiples of
comparable entities, excluding assumptions notdaseunobservable market prices or rates. As of
December 31, 2013 and 2012, and January 1, 20&ZXatying amount of these equity instruments
was NT$951,333 thousand, NT$888,685 thousand, ar&8®B,392 thousand, respectively. Note 30
provides detailed information about the key assionptused in the determination of the fair value of
financial instruments. The Group’s managementebeB that the chosen valuation techniques and
assumptions used are appropriate in determiningathealue of financial instruments.

d. Useful lives of property, plant and equipment

As described in Note 4, the Group reviews the egtioh useful lives of property, plant and equipment
at each balance sheet date.

e. Impairment of tangible and intangible assets
In the process of evaluating the potential impainaf tangible and intangible assets, the Group is
required to make subjective judgments in deternginihe independent cash flows, useful lives,
expected future revenue and expenses related &p#uific asset groups with the consideration ef th
nature of semiconductor industry. Any changes hesé¢ estimates based on changed economic
conditions or business strategies could resuligmificant impairment charges in future periods.

For the years ended December 31, 2013 and 201&rthg did not have impairment loss.

-26 -



f. Income taxes

As of December 31, 2013 and 2012, and January1R,28e carrying amount of deferred tax assets in
relation to unused tax losses was NT$4,890,555stmudy NT$4,435,207 thousand, and NT$4,075,919
thousand, respectively. As of December 31, 20132811 2, and January 1, 2012, no deferred tax asset
has been recognized on tax losses of NT$3,980,%t®isand, NT$3,525,364 thousand and
NT$3,522,721 thousand, respectively, due to theradigtability of future profit streams. The
realizability of the deferred tax asset mainly defseon whether sufficient future profits or taxable
temporary differences will be available. In caséere the actual future profits generated aretless
expected, a material reversal of deferred tax sissay arise, which would be recognized in profit or
loss for the period in which such a reversal taktase.

g. Recognition and measurement of defined benlkeiitsp

Accrued pension liabilities and the resulting penséxpense under defined benefit pension plans are
calculated using the Projected Unit Credit MethoActuarial assumptions comprise the discount rate,

rate of employee turnover, and long-term averagerdéusalary increase. Changes in economic

circumstances and market conditions will affectsthassumptions and may have a material impact on
the amount of the expense and the liability.

h. Revenue recognition

The Group recognizes revenue when the conditiossrited in Note 4 are satisfied. The Group also

records a provision for estimated future returnd ather allowances in the same year the related
revenue is recorded. Provision for estimated gatesns and other allowances is generally made and
adjusted at a specific percentage based on higtagiperience and any known factors that would

significantly affect the allowance, and the Growgiqdically reviews the adequacy of the percentage
used.

As of December 31, 2013 and 2012, and January 12,2the Group recognized provisions for

estimated sales returns and other allowances of7R0$5 thousand, NT$23,596 thousand, and
NT$24,521 thousand, respectively.

6. CASH AND CASH EQUIVALENTS

December 31 December 31 January 1,
2013 2012 2012
Cash on hand $ 547 % 610 $ 863
Checking accounts and demand deposits 2,220,438 1,292,609 3,201,151
Cash equivalent
Time deposits 9,757,589 17,803,443 16,275,083
Repurchase agreements collateralized by bonds - - 250,000

$ 11978574 $ 19,096,662 $ 19,727,097
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7. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO

December 31

2013

Financial assets held for trading
Derivative financial assets (not under hedge

accounting)

Foreign exchange forward contracts (a) $ 1,358
Financial assets designated as at FVTPL
Foreign publicly-traded convertible bonds (b) -
Financial assets at FVTPL $ 1,358
Current $ 1,358
Non-current -

$ 1358

FIT OR LOSS

December 31

2012
$ 6,199
$ 6,199
$ 6,199
$ 6,199

January 1,
2012

39,357

$ 39,357

$ -
39,357

$ 39,357

a. At the end of the reporting period, outstandioiggign exchange forward contracts not under hedge

accounting were as follows:

Contract Currency Maturity Date
December 31, 2013
Sell USD/NTD 2014.01
December 31, 2012
Sell JPY/NTD 2013.01
Sell USD/NTD 2013.01

Contract Amount
(In Thousands)

USD6,000/NTD179,924

JPY400,000/NTD141,800
USD10,000/NTD290,456

The Group entered into foreign exchange forwardreots during 2013 and 2012 to manage exposures

due to exchange rate fluctuations of foreign cuwyedenominated assets and liabilities.

However,

those contracts did not meet the criteria of hesffgctiveness and therefore were not accountetyfor

using hedge accounting.

b. The foreign publicly-traded convertible bondshnannual rate of 5% were matured and the amodnts o

principal and interest were received on Januar2022.
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8. AVAILABLE-FOR-SALE FINANCIAL ASSETS

December 31 December 31 January 1,
2013 2012 2012
Domestic investments
Listed shares $ 815,226 $ 725,526 $ 678,663
Foreign investments
Listed shares 136,107 163,159 200,729
Available-for-sale financial assets $ 951,333 $ 888,685 $ 879,392
Non-current $ 951,333 $ 888,685 $ 879,392
9. FINANCIAL ASSETS MEASURED AT COST
December 31 December 31 January 1,
2013 2012 2012
Domestic unlisted common shares $ 82,698 $ 91,473 $ 117,556
Overseas unlisted common shares 32,190 6,389 36,935
$ 114,888 $ 97,862 $ 154,491
Non-current $ 114,888 $ 97,862 $ 154,491
Classified according to financial as
measurement categories
Available-for-sale financial assets $ 114,888 $ 97,862 $ 154,491

Management believed that the fair value of the ehavisted equity investments held by the Groumoan
be reliably measured due to the significant ranfgeeasonable fair value estimates, therefore, these
measured at cost less impairment at the end aokfhaeting period.

10. NOTES RECEIVABLE, TRADE RECEIVABLES AND OTHER R ECEIVABLES

December 31 December 31 January 1,
2013 2012 2012
Notes receivable
Operating $ 1,205 $ 1,077 $ 6,486
Trade receivables
Trade receivables 2,823,432 2,910,921 2,894,982
Less: Allowance for impairment loss 1,976 18 18
2,821,456 2,910,903 2,894,964

$ 2,822,661 $ 2,911,980 $ 2,901,450
(Continued)
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December 31 December 31 January 1,

2013 2012 2012
Other receivables
Tax receivable $ 128,165 $ 89,485 $ 94,744
Others 19.043 16,718 26,454

$ 147,208 $ 106,203 $ 121,198
(Concluded)

a. Trade Receivables

The average credit period for sales of goods wada§8. In determining the recoverability of a &#ad
receivable, the Group evaluates each customertibility and financial position and considered any
change in the credit quality of the trade receigadbhce the date credit was initially granted & ¢nd

of the reporting period.

Before accepting any new customer, the Group usesitarnal credit scoring system to assess the
potential customer’s credit quality and definegldrimits by customer.

Of the trade receivables balance (see aging asadbgdow) that are past due at the end of the riegort
period, the Group had not recognized an allowaocéripaired notes receivable and trade receivables
for NT$196,043 thousand, NT$226,243 thousand an§i4dTL61 thousand as of December 31, 2013
and 2012 and January 1, 2012, respectively, bedhese had not been a significant change in credit
quality and the amounts were still considered recabie.

Age of receivables that were past due but not inepaivas as follows:

December 31 December 31 January 1,
2013 2012 2012
Neither past due nor impaired $ 2,625,053 $ 2,684,660 $ 2,850,803
Past due but not impaired
Less than 60days 27,835 144,178 44,161
61-120 days 36 66,014 -
Over 121days 168,532 16,051 -

$ 2,821,456 $ 2,910,903 $ 2,894,964
Above analysis was based on the past due date.
As of December 31, 2013, the Group did not holdatetal for most of the receivables.
Movements in the allowance for impairment loss geized on trade receivables were as follows:

For the Year Ended
December 31

2013 2012
Balance at January 1 $ 18 $ 18
Add: Impairment losses recognized on receivables 1,976 -
Less: Amounts written off as uncollectible (18) -
Balance at December 31 $ 1976 $ 18
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b. Notes Receivable and other receivables

No allowance for impairment loss of notes receigadohd other receivables was recognized since the
notes receivable and other receivables of the Gneepe not past due and no uncertainty of
recoverability was assessed.

11. INVENTORIES

December 31 December 31 January 1,
2013 2012 2012

Finished goods and merchandise $ 1,129,321 $ 1,004,290 $ 1,045,265
Work in progress 7,345,579 5,511,200 5,002,956
Raw materials 320,483 344,402 419,782

$ 8,795,383 $ 6,859,892 $ 6,468,003

The cost of inventories recognized as cost of gaodts for the years ended December 31, 2013 and 201
was NT$20,253,610 thousand and NT$21,823,165 thouseespectively. The cost of inventories
recognized as cost of goods sold for the year emszbmber 31, 2013 and 2012 included inventory
write-downs of NT$955,016 thousand and NT$1,1191882sand, respectively.

12. PROPERTY, PLANT AND EQUIPMENT

Advance

Research and Payments and
Machinery Development Transportation Leasehold Miscellaneous Construction in
Freehold Land Buildings Equipment Equipment Equipment Improvements Equipment Progress Total

Cos
Balance at January 1, 2( $ 1,264,36 $ 21,717,42 $ 75,224,28 $ 238151 $ 28,19: $ 26,55! $ 1,096,75 $ 6,097,55 $107,836,63
Additions - 506,11 2,631,47 3,697,68 10,97( 22,97¢ 78,90¢ (4,622,96) 2,325,17
Disposal - (4,437) (913,46!) (55,73() (6,932) (2,752) (28,100) - (1,011,41)
Effect of foreign currency exchan

differences (27,180) (9,142) - (891) (75) (1,884) (3,275) (108) (42,555)
Reclassificatio - - (29.06%) 14,94¢ - - (1,31¢) - (15,430)
Balance at December 31, 2! $ 1,237,18 $ 22,209,96 $ 76,913,23 $ 6,037,52 $ 32,15¢ $ 44,89 $ 1,142,96 $ 147447 $109,092,40
Accumulated depreciatit

and impairment
Balance at January 1, 2 $  (376,16() $ (14,287,42) $ (55,390,75) $ (1,326,92) $  (19,50:) $  (21,07¢) $  (917,32!) $ - $(72,339,79)
Disposal - 4,43 719,53( 54,62¢ 6,441 2,722 27,377 - 815,12
Depreciation expen - (1,225,77)) (5,693,77) (694,59:) (3,60¢8) (3,98¢) (97,727) - (7,719,45)
Effect of foreign currency exchan

differences 15,345 585 - 386 67 1,315 2,396 - 20,094
Reclassificatio - - 43,88¢ (29,76¢) - - 1,29t - 15,40¢
Balance at December 31, 2! $_(360.82) $(15,508.17) $(60,321.11) $ (1.996.27) $_ (16.59) $ (21.65() $_ (983.98() I $(79.208.62)
Carrying amounts at January 1, 2 $ 888,20 $ 7,430,00 $ 19,833,52 $ 1,054,58 $ 8,691 $ 4,84¢ $ 179,42 $ 6,097,55 $ 35,496,83
Carrying amounts {Decembe 31,

2012 $ 876,366 $ 6,701,794 $ 16,592,121 $ 4,041,246 $ 15,557 $ 23,236 $ 158,981 $ 1,474,477 $ 29,883,778
Cos
Balance at January 1, 2( $ 1,237,18 $ 22,209,96 $ 76,913,23 $ 6,037,52 $ 32,15¢ $ 44,89: $ 1,142,96 $ 1,474,47 $109,092,40
Additions - 467,98 1,607,74 390,62 - 254 75,005 1,814,23 4,335,84
Disposal - (6,38t) (217,061) (65,07t) (1,427) - (19,11¢) - (309,07:)
Effect of foreign currency exchan

differences 16,836 13,281 - 1,387 88 348 2,983 407 35,330
Reclassificatio - (100) 135,50« (135,40:) - - - - -
Balance at December 31, 2! $ 1,254,02 $ 22,684,75 $ 78,439,41 $ 6,229,05 $ 30,81¢ $ 45,49¢ $ 1,201,83 $ 3,289,12 $113,174,50
Accumulated depreciatit

and impairment
Balance at January 1, 2 $  (360,82) $ (15,508,17) $(60,321,11) $ (1,996,27) $  (1659€) $  (21,65¢) $  (983,98() $ - $(79,208,62)
Disposal - 6,38t 206,10: 65,05 737 - 19,10« - 297,38
Impairment los (12z) - - - - - - - (12z2)
Depreciation expnse - (1,218,29) (5,320,77)) (878,08!) (3,892) (5,322) (95,46:) - (7,521,83)
Effect of foreign currency exchan

differences (9,506 ) (1,262) - (745) (78) 452 (1,876) - (13,015)
Reclassificatio - 3 (29.86!) 29,86( - - - - -
Balance at December 31, 2! $ (370,44) $(16,721,34) $ (65,465,65) $ (2,780,19) $ (19,83) $ (26,52¢) $ (1,062,22) $ - $(86.,446,21)
Carrying amounts {Decembe 31,

2013 $ 883,574 $ 5,963,404 $ 12,973,763 $ 3,448,861 $ 10,985 $ 18,968 $ 139,616 $ 3,289,120 $ 26,728,291
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13.

The Group recognized an impairment loss of NT$Iisand, which was recognized in other gains and
losses.

The carrying amount of the freehold land in the .d.Svhich is unutilized by the Group as of December
31, 2013 and 2012, and January 1, 2012 was US$atsisand, US$9,583 thousand and US$9,583
thousand, respectively.

The above items of property, plant and equipmentewdepreciated on a straight-line basis over the
following estimated useful life of the asset:

Buildings
Main buildings 6-40 years
Electronic equipment 11-20 years
Facility equipment 1-11 years
Landscape engineering 20 years
Machinery equipment 1-9 years
Research and development equipment 2-6 years
Transportation equipment 5-6 years
Leasehold improvements 3-16 year:
Miscellaneous equipment 2-16 year:

Refer to note 32 for the carrying amount of progeplant and equipment that had been pledged by the
Group to secure long-term bank loans granted t&tioeip.

INTANGIBLE ASSETS
Software Licenses Mask Others Total

Cost
Balance at January 1, 2012 $ 163,866 $ 220,451 $ 161,324 $ 23,166 $ 568,807
Additions 373,696 20,274 22,633 2,713 419,316
Disposals (56,737) (168,980) (161,324) (16,178) (403,219)
Reclassification 27 (13,406) - (514) (13,893)
Effect of foreign currency exchange

differences (494) - - (2) (496)
Balance at December 31, 2012 $ 480,358 $ 58,339 $ 22,633 $ 9,185 $ 570,515
Accumulated amortization
Balance at January 1, 2012 $ (87,174) $(172,129) $(139,569) $ (21,460) $ (420,332)
Amortization expense (127,239) (28,902) (34,745) (1,951) (192,837)
Disposals 56,737 168,980 161,324 16,178 403,219
Reclassification 2) - - - 2)
Effect of foreign currency exchange

differences 373 - - - 373
Balance at December 31, 2012 $ (157,305) $ (32,051) $ (12,990) $ (7,233) $ (209,579)
Carrying amounts at January 1, 2012 76,69: 48,32: 21,75¢ 1,70¢ 148,47!
Carrying amounts at December 31, 2012 323,05: 26,28¢ $  9.64: $ 195 360,93t

(Continued)
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14.

Software Licenses Mask Others Total

Cost
Balance at January 1, 2013 $ 480,358 $ 58,339 $ 22,633 $ 9,185 $ 570,515
Additions 157,207 1,593 7,889 10,510 177,199
Disposals (58,923) (21,781) (22,494) (8,150) (111,348)
Effect of foreign currency exchange

differences 770 - - - 770
Balance at December 31, 2013 $ 579,412 $ 38,151 $ 8,028 $ 11,5545 $ 637,136

Accumulated amortization

Balance at January 1, 2013 $(157,305) $ (32,051) $ (12,990) $ (7,233) $(209,579)
Amortization expense (190,793) (16,510) (11,361) (3,409) (222,073)
Disposals 58,923 21,781 22,494 8,150 111,348
Effect of foreign currency exchange

differences (474) - - - (474)
Balance at December 31, 2013 $(289,649) $ (26,780) $ (1,857) $ (2,492) $ (320,778)
Carrying amounts at December 31, 2013 289,76. $ 1137 $ 6,171 $ 9,05¢ 316,35¢

(Concluded)

The above items of other intangible assets werertead on a straight-line basis over the following
estimated useful life of the asset:

Software 1-6 years
Licenses 3 years
Mask 1-3 years
Others 1-3 years

PREPAYMENTS FOR LEASE

December 31 December 31 January 1,
2013 2012 2012
Current asset (included in other current assets) $ 553 $ 523 $ 543
Non-current asset (included in other non-current
assets) 23,230 22,477 23,920

$ 23,783 $ 23,000 $ 24,463

As of December 31, 2013 and 2012, and January 12, 3frepaid lease payments include land use rights
with carrying amounts of NT$23,783 thousand, NT®28, thousand, and NT$24,463 thousand,
respectively, which are located in Mainland Chindhe Group has obtained the land use right ceatiis.
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15.

16.

17.

OTHER FINANCIAL ASSETS

Restricted time deposits
Refundable deposits
Long-term receivables

Current
Non-current

OTHER ASSETS

Spare parts

Prepayments

Prepayments for lease

Offset against business tax payable
Others

Current
Non-current

Other assets-others are the commitment fee of yhdicated loans and the drawdown fee of long-term

December 31

2013

$ 168,077
12,526
5,112

$ 185,715

$ -
185,715

$ 185,715

Decenber 31
2013

$ 340,707
169,747
23,783
24,998
76,916

$ 636,151

$ 534,645
101,506

$ 636,151

December 31

2012
$ 211,282

12,667
10,078

$ 234,027

$ 41,106
192,921

$ 234,027

December 31

2012

$ 308,755
176,997
23,000
20,085
18,331

$ 547,168

$ 479,392
67,776

$ 547,168

bank loans, which are amortized monthly over find three years respectively.

BORROWINGS

a. Short-term borrowings

January 1,
2012

$ 187,182
14,559

$ 201,741

$ -
201,741

$ 201,741

January 1,
2012

$ 326,961
135,140
24,463
17,043
22,918

$ 526,525

$ 475,483
51,042

$ 526,525

December 1, December 31 January 1,
2013 2012 2012
Unsecured borrowings
Letter of credit loan $ 566,577 $ 88,406 $ 1,800,488

The range of effective interest rate on the letfecredit loans was 0.76%-0.88%, 0.86%-1.06%, and
0.84%-2.09% per annum as of December 31, 2013 @12, 2nd January 1, 2012, respectively.
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b. Long-term borrowings

December 31 December 31 January 1,
2013 2012 2012
Secured borrowings
Bank loans $ 12,756,564 $ 14,366,948 $ 13,556,332
Unsecured borrowings
Bank loans 5,843,333 6,666,667 4,050,000
18,599,897 21,033,615 17,606,332
Less: Current portion 7,656,919 5,233,718 1,527,718

Long-term borrowings: Non-current $ 10,942978 $ 15,799,897 $ 16,078,614

Effective Interest December 31, December 31, January 1,
Maturity Date Rate 2013 2012 2012
Eloating rate borrowings
Secured syndicated loan 2015.12 Repayable NT$1,571,000 thousand 1.54%-1.59% $ 10,997,000 $ 14,139,000 $ 13,260,000
denominated in NT$ semi-annually from December
2012 to June 2015, and pay off
NT$6,284,000 thousand in
December 2015.
Un-secured syndicated loan 2015.12 - 1.54%-1.59% 1,500,000 1,500,000 1,500,000
denominated in NT$
Un-secured bank borrowing 2014.09 Repayable NT$200,000 thousand 1.81%-1.85% 1,200,000 1,600,000 1,600,000
denominated in NT$ semi-annually from March 2013
to March 2014, and pay off
NT$1,000,000 thousand in
September 2014.
Un-secured bank borrowing 2014.10 Repayable NT$1,200,000 thousand 1.81%-1.85% 1,200,000
denominated in NT$ in October 2014.
Un-secured bank borrowing 2014.11 Repayable NT$100,000 thousand 1.66%-1.70% 1,000,000 1,000,000
denominated in NT$ quarterly from February 2014 to
August 2014, and pay off
NT$700,000 thousand in
November 2014.
Secured bank borrowing 2018.10 Repayable NT$50,000 thousand 1.80% 800,000
denominated in NT$ quarterly from January 2015 to
October 2018.
Secured bank borrowing 2018.12 Repayable according to an agreed 2.15% 800,000
denominated in NT$ loan payment term and pay off
in December 2018.
Un-secured bank borrowing 2014.09 Repayable NT$120,000 thousand ~ 1.88%-2.08% 360,000 600,000 50,000
denominated in NT$ quarterly from September 2013
to September 2014.
Un-secured bank borrowing 2015.03 Repayable NT$50,000 thousand 1.62% 250,000 400,000
denominated in NT$ quarterly from June 2013 to
March 2015.
Un-secured bank borrowing 2014.09 Repayable NT$75,000 thousand 1.65% 200,000 500,000 500,000
denominated in NT$ quarterly from March 2013 to
June 2014, and pay off
NT$50,000 thousand in
September 2014.
Secured bank borrowing 2016.04 Repayable NT$5,699 thousand 1.84%-2.12% 159,564 227,948 296,332
denominated in NT$ monthly from May 2003 to
April 2016.
Un-secured bank borrowing 2014.09 Repayable NT$66,667 thousand 1.81%-1.85% 133,333 266,667 400,000
denominated in NT$ semi-annually from March 2012
to September 2014.
Un-secured bank borrowing 2013.09 - 1.83%-1.85% - 800,000
denominated in NT$
$ 18,599,897 $ 21,033,615 $ 17,606,332

The Group had provided notes used as refundablamgfiess for borrowings that will be cancelled upon
termination of the guarantee.

In addition, the Group’s interest bearing floatnage borrowing was reset every one to three months.
The loan agreement requires the maintenance cérduratio, debt ratio, and times interest earnéd ra
based on semi-annual and annual consolidated falastatements. For the year ended December 31,

2013, the Group had met the financial ratio requésts.

The details of assets pledged as collaterals fg-term loans are shown in Note 32.
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18. NOTES PAYABLE AND TRADE PAYABLES

December 31 December 31 January 1,
2013 2012 2012
Notes payable
Operating $ 218 $ 105 $ 5,412
Trade payables
Operating 2,004,478 1,834,036 2,149,342

$ 2,004,696 $ 1,834,141 $ 2,154,754

The Group has financial risk management policieplate to ensure that all payables are paid wittnen
pre-agreed credit terms.

19. OTHER PAYABLES

December 31 December 31 January 1,
2013 2012 2012

Other payables

Payable for rework fees $ 573,207 $ 851,804 $ 252,234
Payable for royalties 392,747 544,531 613,531
Bonus 278,639 270,794 335,344
Payable for maintenance and repair 253,681 354,863 367,167
Payable for legal fees 144,426 92,044 84,026
Others 584,002 505,810 524,347

$ 2,226,702 $ 2,619,846 $ 2,176,649

20. PROVISIONS

December 31 December 31 January 1,

2013 2012 2012
Employee benefits (a) $ 71,344 $ 70,573 $ 63,967
Customer returns and rebates (b) 72,055 23,596 24,521
$ 143,399 $ 94,169 $ 88,488
Current $ 143,399 $ 94,169 $ 88,488
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Customer

Employee Returns and

Benefits Rebates Total
Balance at January 1, 2012 $ 63,697 $ 24,521 $ 88,488
Additional provisions recognized 60,761 22,858 83,619
Reversing un-usage balances/usage (54,140) (23,721) (77,861)
Effect of foreign currency exchange differences (15) (62) (77)
Balance at December 31, 2012 $ 70,573 $ 23,596 $ 94,169
Balance at January 1, 2013 $ 70,573 $ 23,596 $ 94,169
Additional provisions recognized 63,399 79,618 143,017
Reversing un-usage balances/usage (62,534) (31,197) (93,731)
Effect of foreign currency exchange differences (94) 38 (56)
Balance at December 31, 2013 $ 71,344 $ 72,055 $143,399

a. The provision for employee benefits represeasted long service leave entitlements accrued.

b. The provision of customer returns and rebates based on historical experience, management’s
judgments and other known reasons estimated prodishs and rebates may occur in the year. The
provision was recognized as a reduction of opeggatinome in the years of the related goods sold.

21. RETIREMENT BENEFIT PLANS

a. Defined contribution plans

The Company, Magic Pixel Inc., Mxtran Inc., Infom@@mmunication Co., Ltd., MoDioTek Co., Ltd.
and MaxRise Inc. of the Group adopted a pensiom gtaler the Labor Pension Act (the “LPA”), which

is a state-managed defined contribution plan. @ase the LPA, the Group makes monthly
contributions to employees’ individual pension agas at 6% of monthly salaries and wages.

The employees of the Group’s subsidiary in Chiraraembers of a state-managed retirement benefit
plan operated by the government of China. The idig#ltg is required to contribute a specified
percentage of payroll costs to the retirement besefieme to fund the benefits. The only obligatio
of the Group with respect to the retirement bergén is to make the specified contributions.

Defined benefit plans

The Company and Magic Pixel Inc. of the Group addphe defined benefit plan under the Labor
Standards Law, under which pension benefits areulzied on the basis of the length of service and
average monthly salaries of the six months befeteement. The Company contributed amounts
equal to 2% of total monthly salaries and wagea fmension fund administered by the pension fund
monitoring committee. Pension contributions arpodéed in the Bank of Taiwan in the committee’s
name. The plan assets are invested in domestieigh) equity and debt securities, bank deposits,
etc. The investment is conducted at the discretioBureau of Labor Funds, Ministry of Labor or
under the mandated management. However, in acuoedaith Enforcement Rules of the Labor
Pension Act, the return generated by employeessipercontribution should not be below the interest
rate for a 2-year time deposit with local banks.

The net periodic pension costs of the Company susd@ executive pension plan were NT$117,744
thousand and NT$110,546 thousand for the yeargdebdeember 31, 2013 and 2012.
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The actuarial valuations of plan assets and theeptevalue of the defined benefit obligation were
carried out by qualified actuaries. The princigaisumptions of the actuarial valuation were as
follows:

December 31, December 31, January 1,
2013 2012 2012
Discount rate 2.00%-2.25%  1.50%-1.75% 1.75%
Expected return on plan assets 1.25%-2.00% 1.50% 1.75%-2.00%
Expected rate of salary increase 3.00% 3.00% 3.00%

The assessment of the overall expected rate afratas based on historical return trends and arsalys
predictions of the market for the asset over tlfie dif the related obligation, by reference to the
aforementioned use of the plan assets and the tropttee related minimum return.

Amounts recognized in profit or loss in respecthefse defined plans were as follows:

For the Year Ended December 31

2013 2012
Current service cost $ 7,494 $ 7,025
Interest cost 26,000 23,521
Expected return on plan assets (11,881) (15,559)
Past service cost (713) (713)

$ 20,900 $ 14,274

An analysis by function

Operating cost $ 11,948 $ 7,936
Marketing expenses 1,227 710
Administration expenses 3,331 2,386
Research and development expenses 4,394 3,242

$ 20,900 $ 14,274

The amount included in the consolidated balancetsirésing from the Group’s obligation in respefct o
its defined benefit plans was as follows:

December 31, December 31, January 1,
2013 2012 2012
Present value of funded defined benefit
obligation $ 1,470,806 $ 1,488,815 $ 1,345,642
Fair value of plan assets (803,112) (779,374) (765,489)
Deficit 667,694 709,441 580,153
Net actuarial losses not recognized (112,572) (144,150) -
Past service cost not yet recognized 10,968 11,681 12,394
Net liability arising from defined benefit
obligation $ 566,090 $ 576,972 $ 592,547
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Movements in the present value of the defined hieoklfigations were as follows:

For the Year Ended December 31

2013 2012
Opening defined benefit obligation $ 1,488,815 $ 1,345,642
Current service cost 7,494 7,025
Interest cost 26,000 23,521
Actuarial (gains) losses (33,445) 135,971
Benefits paid (18,058) (23,344)
Closing defined benefit obligation $ 1,470,806 $ 1,488,815

Movements in the fair value of the plan assets wsriollows:

For the Year Ended December 31

2013 2012
Opening fair value of plan assets $ 779,374 $ 765,489
Actual return on plan assets 10,029 7,426
Actuarial losses (15) (45)
Contributions from the employer 31,782 29,848
Benefits paid (18,058) (23,344)
Closing fair value of plan assets $ 803,112 $ 779,374

The major categories of plan assets at the endeofeporting period for each category were disclose
based on the information announced by Bureau obtBbnds, Ministry of Labor:

Fair Value of Plan Assets (%)

Decembe 31, December 31 January 1,
2013 2012 2012

Deposits in financial institution 22.86 25.17 23.87

Investment in stock and beneficiary certificate 45.56 38.22 40.75

Short-term commercial papers 4.10 9.88 7.61

Government bond and fixed income

investment 27.48 26.73 27.64
Infrastructure loans to government and

government-owned enterprises - - 0.13

100.00 100.00 100.00

The Group chose to disclose the history of expedeadjustments as the amounts determined for each
accounting period prospectively from the date afsition to IFRSs (Note 37):

December 31, December 31, January 1,

2013 2012 2012
Present value of the defined benefit obligation$ 1,470,800 $ 1,488,811 $ 1,345.,64.
Fair value of plan assets $ 803,11 $ 779,37 $ 765,48
Deficit $ 667,69 $ 709,44 $ 580,15:
Experience adjustments on plan liabilities $ 81,15¢ $ 94,90¢ $ -
Experience adjustments on plan assets $ (15) $ (4%) $ -
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The Group expects to make contributions of NT$32,3Bousand and NT$30,367 thousand,
respectively to the defined benefit plans durirgdhnual period beginning after 2013 and 2012.

22. EQUITY

a. Ordinary shares

December 31 December 31 January 1,
2013 2012 2012
Numbers of shares authorized $ 65,500,000 $ 65,500,000 $ 65,500,000
Shares issued $ 35,214,730 $ 35214623 $ 33,847,486

Fully paid ordinary shares, which have a par valu®10, carry one vote per share and carry a tight
dividends.

A total of 864,704 thousand shares and 650,000strwi shares of the Company’s authorized shares
were reserved for the issuance of convertible bandsemployee share options.

b. Capital surplus

A reconciliation of the carrying amount at the leging and at the end of the years ended December
31, 2013 and 2012, for each class of capital sarphs as follows:

Expiration of
Treasury Subsidiaries’
Share Employee Employee
Transactions Donations  Share Options Share Options

Balance at January 1, 2012 $ 25,075 $ 37 $ - $ 321,377
Company’s dividends received

by its subsidiary 1,427 - - -
Issue of ordinary shares under

employee share options - - - (4,160)
Non-controlling interest - - 113 -

Balance at December 31,2012 $ 26,502 $ 37 $ 113 $ 317,217

Balance at January 1, 2013 $ 26,502 $ 37 $ 113 $ 317,217
Issue of ordinary shares under

employee share options - - - (13)
Non-controlling interest - - 310 -

Balance at December 31,2013 $ 26,502 $ 37 $ 423 $ 317,204

The capital surplus arising from shares issued xoegs of par (treasury stock transactions and
employee share options) and donations may be osefiiset a deficit; in addition, when the Company
has no deficit, such capital surplus may be digtetl as cash dividends or transferred to capitaitdd

to a certain percentage of the Company’s capitglssi and once a year).

The capital surplus from long-term investments matybe used for any purpose.
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C.

Retained earnings and dividend policy

The Company’s Articles of Incorporation provide ttlaay profit after annual closing should be used
first to cover income tax and accumulated deficithen appropriate for legal reserve 10% of the
remaining amount (until the amount of the legakres equals the amount of the Company’s capital
stock) and appropriate for (or reverse) speciadrkesin accordance with law. Appropriation for

remuneration to directors and supervisors shouldnbede at 2% of the remaining amount. Any
remaining amount will be added to the undistribwgachings from previous years and distributed én th

following manner: (a) shareholders’ dividends %85b) employees’ bonus - 15%. Employees’
bonus will be distributed in the same form as th&ritdbution of dividends to shareholders on a
proportionate basis.

Distributions, except for the remuneration to dioes and supervisors, may be made in the form €l ca

dividend or stock dividend, as determined by thareholders at an Annual General Meeting. Both
the shareholders’ bonus and employees’ bonus takearm of cash dividend as the first choice.
Nevertheless, it still depends on the Company'sarfaial, sales or operating condition. The
Company’s Articles of Incorporation provide thatmore than 50% of the current year’s total amount
of distributable earnings can be distributed inftiven of stock dividend.

Due to the net loss for the years ended Decemhet3B and 2012, there were no accrual for bonus to
employees and remuneration to directors and sigmesyi

Under Rule No. 100116 and Rule No. 0950000507 @dme the FSC, certain amounts shall be

transferred from unappropriated earnings to a aspeaeserve before any appropriation of earnings
generated before January 1, 2012 shall be madey spercial reserve appropriated may be reversed to
the extent of the decrease in the net debit balance

The Company made both appropriations to specialvesand reversal of such appropriations to special
reserve under Rule No. 1010012865 issued by the &%@pril 6, 2012 and the directive titled
“Questions and Answers for Special Reserves Appatgat Following Adoption of IFRSs”.

Appropriation of earnings to legal reserve shallnede until the legal reserve equals the Company’s
paid-in capital. Legal reserve may be used toebfieficit. If the Company has no deficit and the

legal reserve has exceeded 25% of the Company&sipaiapital, the excess may be transferred to
capital or distributed in cash.

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

The appropriations of earnings for 2011 had begraed in the shareholders’ meeting on June 6,
2012. The appropriations and dividends per share as follows:

For the Year Ended
December 31, 2011
Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 288,272

Cash dividends 1,288,408 $ 0.38

Stock dividends 1,288,408 0.38
$ 2,865,088

The above appropriation for stock dividends of N;P88,408 thousand from 2011 earnings will be
adjusted when the outstanding shares at the edafidi date are increased due to exercise of stock
options by the Company’s employees. The sharelwldad authorized the chairman to adjust the
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cash and stock dividend per share when the ouisusthares at the ex-dividend date are increased.
The above appropriation for stock dividends was@md by the Securities and the Futures Bureau of
Financial Supervisory Commission, Executive Yuardone 19, 2012 and had been officially registered
with the Ministry of Economic Affairs, ROC.

The bonus to employees and remuneration to dieetod supervisors for 2011 had been approved in
the shareholders’ meeting on June 6, 2012. Detmile stated as follows:

For the Year Ended
December 31, 2011
Remuneration
Bonus to of Directors and

Employees Supervisors
Amounts approved in shareholders’ meetings $ 454,732 $ 51,889
Amounts recognized in respective financial statasien 477,847 52,928

$ (23,115) $  (1,039)

The differences between the approved amounts didhas to employees and remuneration to directors
and supervisors and the accrual amounts reflectetha financial statements for the years ended
December 31, 2011 which were primarily due to cleanip estimates (numbers of the outstanding
shares and income tax expense) had been adjuspedfinand loss for the years ended December 31,
2012.

In their meeting on June 19, 2013, the Company&sdtiolders resolved the proposal of the Board of
Directors to use legal reserve to offset accumdldticit in the amount of NT$2,695,275 thousand.

Information about the appropriations of earningavailable on the Market Observation Post System
website of the Taiwan Stock Exchange.

Special reserves appropriated following firstgiadoption of IFRSs

The Company had a decrease in retained earningsethated from all IFRSs adjustments; therefore,
no special reserve was appropriated.

Others equity items
1) Foreign currency translation reserve

Exchange differences relating to the translatiothefresults and net assets of the Group’s foreign
operations from their functional currencies to @mup’s presentation currency (i.e. New Taiwan
dollars) were recognized directly in other compredinve income and accumulated in the foreign
currency translation reserve. Exchange differenpesviously accumulated in the foreign
currency translation reserve in respect of tramglathe net assets of foreign operations were
reclassified to profit or loss on the disposalhaf foreign operation.

2) Investments revaluation reserve
The investments revaluation reserve representuhgulative gains and losses arising on the
revaluation of available-for-sale financial asgbtst have been recognized in other comprehensive

income, net of amounts reclassified to profit @slevhen those assets have been disposed of or are
determined to be impaired.
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f.  Non-controlling interests

Years Ended December 31

2013 2012
Balance at January 1 $ 59,115 $ 138,921
Attributable to non-controlling interests:
Share of loss for the year (52,592) (79,500)
Issue of employee share options by subsidiaries 411 978
Difference between the fair value and carrying amadtom
equity transactions of subsidiaries 39,479 2,460
Exchange difference arising on translation of fgnegntities 146 (113)
Non-controlling interest relating to outstandingtes share
options held by the employees of subsidiaries 462 (3,631)
Balance at December 31 $ 47,021 $ 59,115
g. Treasury shares
Number of
Shares, Number of
Beginning of  Increase During Shares,
Year The Year End of Year
Purpose of Buy-back (In Thousands) (In Thousands) (In Thousands)
Year ended December 31, 2
The Company’s shares held by
subsidiaries 3,899 - 3,899
Year ended December 31, 2012
The Company’s shares held by
subsidiaries 3,757 142 3,899

The Company’s shares held by its subsidiarieseatiitl of the reporting periods were as follows:

Number of
Shares Held Carrying
Name of Subsidiary (In Thousands) Amount Market Price

December 31, 20:
Hui Ying Investment, Ltc 3,89¢ $159,06. $ 26,16¢
December 31, 20:
Hui Ying Investment, Ltc 3,89¢ 159,06 33,80¢
January 1, 201
Hui Ying Investment, Ltc 3,751 159,06 45,45¢

The subsidiaries holding treasury shares, howeetajn shareholders’ rights, except the rights to
participate in any share issuance for cash andte v
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23. REVENUE
For the Year Ended December 31

2013 2012
Revenue from the sale of goods $22,184,381 $24,194,310
Others 20,039 34,428

$22,204,420 $24,228,738

The analysis of the Group’s revenue and main prisduas disclosed in Note 36.

24. NET LOSS
Net loss was attributable to:

a. Other income

For the Year Ended December 31

2013 2012
Interest income $ 122,360 $ 166,316
Dividends 60,821 60,825
Others 26,214 64,287

$ 209,395 $ 291,428

b. Other gains and losses

For the Year Ended December 31

2013 2012
Net foreign exchange gains/(losses) $ 108,447 $ (161,829)
Net gains arising on financial assets classifiededd for trading 18,522 67,243
Net gains on disposal of investments 2,973 1,411
Other losses (1,264) (12,268)

$ 128,678 $ (105,443)

c. Finance costs

For the Year Ended December 31

2013 2012
Interest on loans $ 341,829 $ 336,847
Others 15 -
Less: Amounts included in the cost of qualifyirsgets 6,948 33,894

$ 334,896 $ 302,953
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Information about capitalized interest was as fefio

For the Year Ended December 31

2013 2012
Capitalized interest $ 6,948 $ 33,894
Capitalization rate 1.12% 1.54%

Impairment losses on financial assets

For the Year Ended December 31

2013 2012
Trade receivables $ 1,976 $ -
Other non-current financial assets 2,151 49,533
Available-for-sale equity investments - 6,583

$ 4127 $ 56,116

The above impairment loss of financial assets watuded in bad debt expense under operating
expenses.

Depreciation and amortization

For the Year Ended December 31

2013 2012
An analysis of depreciation by function
Operating costs $ 6,308,847 $ 6,625,018
Operating expenses 1,212,989 1,094,436

$ 7521836 $ 7,719,454

An analysis of amortization by function

Operating costs $ 120,787 $ 63,428
Operating expenses 101,286 129,409

$ 222,073 $ 192,837

Employee benefits expense

For the Year Ended December 31

2013 2012
Post-employment benefits
Defined contribution plans $ 254,995 $ 248,994
Defined benefit plans 138,644 124,820
393,639 373,814
Share-based payments
Equity-settled share-based payments 411 978
Other employee benefits 5,943,371 5,893,818
Total employee benefits expense $ 6,337,421 $ 6,268,610
(Continued)
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25.

g.

An analysis of employee benefits expense by functio
Operating costs
Operating expenses

Gain or loss on foreign currency exchange

Foreign exchange gains
Foreign exchange losses

INCOME TAX

a.

Income tax recognized in profit or loss

The major components of tax expense (income) wefellws:

Current tax
In respect of the current year
In respect of prior years
Deferred tax
In respect of the current year

Income tax expense (benefit) recognized in proflbss

For the Year Ended December 31

2013 2012

$ 2,967,966 $ 2,880,654
3,369,455 3,387,956

$ 6,337,421 $ 6,268,610
(Concluded)

For the Year Ended December 31

2013 2012

$ 1,653,677 $ 492,766
(1,545,230) (654,595)

$ 108447 $ (161,829)

For the Year Ended December 31

2013 2012
$ 5,239 $ 10,734
42 284,526

(194) (356,645)
$ 5,087 $ (61,385)

A reconciliation of accounting loss and curreniime tax expenses is as follows:

Income tax expense calculated at the statutory rate
Nondeductible expenses in determining taxable ircom
Unrecognized temporary differences

Unrecognized loss carryforward

Unrecognized investment credits

Additional income tax on unappropriated earnings
Adjustments for prior years’ tax

Income tax expense (income) recognized in profioss
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For the Year Ended December 31

2013 2012
$(1,179,464)  $ (1,053,889)
92,236 (108,719)
(146,328) 158,662
1,238,601 113,960
- 538,884
- 5,191

42 284,526

$ 5,087 $ (61,385)



The applicable tax rate used above is the corptaateate of 17% payable by the Group in ROC, while
the applicable tax rate used by subsidiaries im&ls 25%. Tax rates used by other group entities
operating in other jurisdictions are based on &éxddws in those jurisdictions.

Current tax assets and liabilities

December 31 December 31 January 1,
2013 2012 2012
Current tax assets
Tax refund receivable $ 13,924 $ 1,647 $ 5675
Current tax liabilities
Income tax payables $ 355,427 $ 339,661 $ 348,966

Deferred tax assets and liabilities
The Company offset certain deferred tax assetslafetred tax liabilities which met the offset crite

For the year ended December 31, 2013

Opening Recognized in
Deferred Tax Assets Balance Profit or Loss  Closing Balance

Temporary differenc
Unrealized expenses and losses $ 4,231 $ (163) $ 4,068

Unrealized loss on inventories - 357 357
4,231 194 4 42°F
Tax losses 905,612 - 905,612

$ 909,843 $ 194 $ 910,037

For the year ended December 31, 2012

Opening Recognized in
Deferred Tax Assets Balance Profit or Loss  Closing Balance

Temporary differenc
Unrealized expense and losses $ 9,123 $ (4,892 $ 4231
Unrealized loss on inventories - - -
9,12 (4,892 4,231

Net operating loss carryforwards - 905,612 905,612
Investment credits 544,075 (544.075) -

$ 553,198 $ 356,645 $ 909,843

Deductible temporary differences, unused loss/fmawards and unused investment credits for which
no deferred assets have been recognized in thel@ated balance sheets

December 31 December 31 January 1,
2013 2012 2012
Loss carryforwards $ 10,442,235 $ 3,723,706 $ 3,104,524
(Continued)
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December 31 December 31 January 1,
2013 2012 2012
Investment credits
Purchase of machinery and equipment  $ 7349 $ 37,644 $ -
Research and development - 635,850 942,282
Personnel training - 8 12
Investment credits for stockholder 135,721 8,528 806
$ 143,070 % 682,030 % 943,100
Deductible temporary differences $ 12,130,988 $ 13,001,788 $ 12,069,718
(Concluded)

The unrecognized investment credit will expire @18.

Information about unused investment creditssaduoss carry-forwards and tax-exemption

As of December 31, 2013, investment credits coragré:

Law and Statutes Tax Credit Source
Statute for Upgrading Purchase of machinery and
Industries equipment

Investment credits for stockholder

Loss carrforwards as of December 31, 2013 compoged
Unused Amount

$ 905,612
1,775,180

$ 2,680,792
Integrated income tax

December 31

Remaining
Creditable

Amount

$ 7,349

4,528
131,193

$ 143,07(

December 31

2013 2012
Unappropriated earnings (Accumulated
deficit)
Unappropriated earnings generated before
January 1, 1998 $ - $ -
Unappropriated earnings generated on and
after January 1, 1998 (7,178,843) (3,528,992)
$(7,178,843) $(3,528,992)
Imputation credit accounts $ 220,368 $ 207,924
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Expiry Year
2014

2014
2016

Expiry Year

2022
2023

January 1,
2012

$ -
4,776,572

$ 4,776,572

$ 184,671



No tax creditable ratios were calculated for acdaed deficit of 2013 and 2012.
g. Income tax assessments
The tax returns through 2009 have been assesstm Ibgx authorities. The Company disagreed with

the tax authorities’ assessment of its 2009 tawurmst and had applied for re-examination.
Nevertheless, the Company has provided for themectax assessed by the tax authorities.

26. LOSS PER SHARE
Unit: NT$ Per Share

For the Year Ended December 31
201: 2012

Basic and diluted loss per sh $  (1L.79 $ (159

The amount of loss and weighted average numberdafary shares outstanding used in the computation
loss per share from continuing operations wer@ksAs:

Net loss for the year

For the Year Ended December 31

201: 201z
Loss for theyeal attributable to owners of the Compi $ (6,305,64) $ (5,438,01)

Weighted average number of ordinary shares outstgrioh thousand shares):

For the Year Ended December 31
201: 2012

Weighted average number of ordinary shares in ctaipn of basic
and diluted loss per share 3,517,563 3,516,456

As disclosed in Note 27 to the financial statemethies Company conforms according to IAS 33 “Earming
per Share”, in determining whether the share-bgsagiments are potential ordinary stocks. The
aforementioned stock options were not includechi ¢alculation of diluted loss per share becaueg th
were antidilutive for the years ended Decembe2813 and 2012.

27. SHARE-BASED PAYMENT ARRANGEMENTS

The Company

The Company has two employee stock option plan80B2Plan” and “2007 Plan”) approved by the ROC
Securities and Futures Bureau (SFB) to grant optignto 200,000 thousand units and 120,000 thousand
units, respectively. Each stock option may subscfor one new share of common stock of the Company
The options are valid for six years subsequentdéogrant dates and exercisable at certain perantfter

the second anniversary from the grant date. Thiermpwere granted at the exercise price equahdo t
higher of closing price of the Company’s commonrshdisted on the TSE or the Company’s net asset
value per common share on the grant date. Fosalbsequent changes in the Company’s capital surplus
the exercise price is adjusted accordingly.
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As of December 31, 2013, there were 11 thousandogmem stock options exercised for which 11 thousand
common shares were issued but not yet officiallystered with the Ministry of Economic Affairs, ROC

Information on employee share options was as falow

Unit:  Option Numbers in Thousand and NT$ Per Share

2007 Plan
Weighted-
average
Number of Exercise
Options Price
(In Thousands) (NT$)
For the year ended December 31, 2013
Balance at January 1 42,078 $ 8.80
Options exercised (11) 8.80
Options cancelled (42,067) -
Balance at December 31 - -
2007 Han 2005 Plar
Number of Weighted-average Number of Weighted-average
Options Exercise Price Options Exercise Price
(In Thousands) (NT$) (In Thousands) (NTS)
For the year ended December 31, 2012
Balance at January 1 49,79/ $ 9.5 37 $ 4.0C
Options granted 1,55¢ 8.8(C - -
Options exercised (7,872) 9.47 - -
Options cancelled 1,400 - I 7)) 4.0
Balance at December 31 42,07¢ 8.8( -

The number and exercise prices of outstanding ept@ad been adjusted to reflect the stock dividends
the cancellation of common stock.

As of December 31, 2013, all outstanding vestedesbitions have been exercised.
MoDioTek

Approved by the Board of Directors of MoDioTek oprfl 2, 2007, December 3, 2007, August 18, 2008
and December 11, 2008, MoDioTek was authorizedssae employee stock options for 1,500 thousand
units, 579 thousand units, 671 thousand units &ithdusand units, respectively. Each stock optiay
subscribe for one new share of common stock of M@Bk. The options are valid for six years and
exercisable at certain percentages after the sesmomgtersary from the grant date or the earlietheffirst
anniversary of the grant date or date of applicatio share listing on the TSE or GreTai Securiliesket.

For any subsequent changes in MoDioTek’s capitglsgs, the exercise price is adjusted accordingly.
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Information on employee share options was as falow

For the Year Ended December 31

2013 2012
Number of Weighted-average Number of Weighted-average
Options Exercise Price Options Exercise Price
(In Thousands) (NT$) (In Thousands) (NTS)
Balance at January 1 1,989 $ 10.3¢ 2,040 $ 10.3¢
Options cancelled (1,530) - (51)
Balance at December 31 459 11.4C 1,989 10.3¢

As of December 31, 2013, information about MoDioEekutstanding and exercisable option was as
follows:

Options Issued on or After January 1, 2004

Range of and Outstanding Options Exercisable
Exercise Number Remaining Exercise Price Number Exercise Price
Price Outstanding Contractual (NT$/Per Exercisable (NT$/Per

(NT$) (Thousand) Life (In Years) Share) (Thousand) Share)
$11.40 439 0.63 $11.40 439 11.40
11.40 20 0.95 11.40 20 11.40
_ 459 459
Mxtran

Approved by the Board of Directors of Mxtran on A@2, 2007, May 4, 2007, November 16, 2007,
December 21, 2007 and August 12, 2011, Mxtran w#sogaized to issue employee stock options for 1,409
thousand units, 74 thousand units, 17 thousand,uhjb64 thousand units and 2,344 thousand units,
respectively. Each stock option may subscribedioe new share of common stock of Mxtran. The
options are valid for six years and exercisableeatain percentages after the second anniversamy tine
grant date. For any subsequent changes in Mxtraeafstal surplus, the exercise price is adjusted
accordingly.

Mxtran cancelled and increased its share capitdlZh@00 thousand shares and 20,000 thousand sirares
March 5, 2009 and March 9, 2009, respectively. hEstock option has subscribed for 0.4 common stock
share and the exercise price was subject to adgmssnfior any change of capital structure.

Information on employee share options was as falow

For the Year Ended December 31

2013 2012
Number of Weighted-average Number of Weighted-average
Options Exercise Price Options Exercise Price
(In Thousands) (NT$) (In Thousands) (NTS)
Balance at January 1 2,270 $ 10.30 2,664 $ 10.31
Options cancelled (538) - (394) -
Balance at December 31 1,732 10.00 2,270 10.30
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As of December 31, 2013, information about Mxtraoigstanding and exercisable option was as follows:

Options Issued on or After January 1, 2004

Range of and Outstanding Options Exercisable
Exercise Number Remaining Exercise Price Number Exercise Price
Price Outstanding Contractual (NT$/Per Exercisable (NT$/Per
(NTS) (Thousand) Life (In Years) Share) (Thousand) Share)
$10.00 1,732 3.61 $10.00 888 $10.00

Options granted were priced using the Black-Schplesng model and the inputs to the model were as
follows:

Grant-date share price (NT$) $ 3.23
Exercise price (NT$) 10.00
Expected volatility 44.82%
Expected life (years) 4.25 years
Expected dividend yield -

Risk-free interest rate 1.11%

For the years ended December 31, 2013 and 2012pthpensation cost recognized was NT$207 thousand
and NT$213 thousand, respectively. As of Decen®igr2013 and 2012, the estimated percentages of
forfeiture due to termination of employment oves temaining vesting period were both 6%.

INFOMAX

Approved by the Board of Directors of INFOMAX on Ap2, 2007, November 16, 2007, December 21,
2007, April 2, 2010 and January 26, 2011, INFOMAHAswauthorized to issue employee stock options for
2,577 thousand units, 423 thousand units, 1,910strad units, 8,654 thousand units and 1,346 thdusan
units, respectively. Each stock option may subscfor one new share of common stock of INFOMAX.
The options authorized on April 2, 2007, Novemb&r2007 and December 21, 2007 are valid for sixsyea
six years and eight years, respectively. The aptauthorized on April 2, 2010 and January 26, 20&1
valid for the earlier of six years to the grantedabr two months to the date of application forsHisting

on the TSE or GreTai Securities Market. The omtigranted are exercisable at certain percentages af
the second anniversary from the grant date. Fprsabsequent changes in INFOMAX'’s capital surplus,
the exercise price is adjusted accordingly.

INFOMAX cancelled and increased its share capitallb9,797 thousand shares and 100,000 thousand
shares on December 1, 2012 and April 3, 2013, otisply. Each stock option has subscribed for 0.3
common stock share and the exercise price wasdubjadjustments for any change of capital stmgctu

Information on employee share option was as follows

For the Year Ended December 31

2013 2012
Number of Weighted-average Number of Weighted-average
Options Exercise Price Options Exercise Price
(In Thousands) (NT$) (In Thousands) (NT$)
Balance at January 1 9,743 $ 31.87 10,943 $ 10.00
Options cancelled (2,402) - (1,200)
Balance at December 31 7,341 31.87 9,743 31.87
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As of December 31, 2013, information about INFOMA&Xdutstanding and exercisable option was as
follows:

Options Issued on or After January 1, 2004

Range of and Outstanding Options Exercisable
Exercise Number Remaining Exercise Price Number Exercise Price
Price Outstanding Contractual (NT$/Per Exercisable (NT$/Per
(NTS) (Thousand) Life (In Years) Share) (Thousand) Share)
$31.87 1,111 1.97 $31.87 1,111 $31.87
31.87 6,230 2.33 31.87 6,230 31.87
7,341 7,341

Options granted were priced using the Black-Schplesng model and the inputs to the model were as
follows:

Grant-date share price (NT$) $ 5.17
Exercise price (NT$) 10.00
Expected volatility 37.82%
Expected life (years) 4.25 years
Expected dividend yield -

Risk-free interest rate 0.91%

For the years ended December 31, 2013 and 2012pthpensation cost recognized was NT$205 thousand
and NT$765 thousand, respectively. As of Decen®#ier2013 and 2012, the estimated percentages of
forfeiture due to termination of employment oves temaining vesting period were both 3%.

MaxRise

Approved by the Board of Directors of MaxRise onuky 12, 2007, April 18, 2007, November 16, 2007,
December 21, 2007, August 14, 2008, April 15, 20@8y 5, 2010 and January 3, 2011, MaxRise was
authorized to issue employee stock options for @ ttusand units, 230 thousand units, 110 thousand
units, 1,350 thousand units, 780 thousand units,tB@usand units, 863 thousand units and 2,00 &t
units, respectively. Each stock option may subscfor one new share of common stock of MaxRise.
The options are valid for six years and exercisableertain percentages after the second anniyefrgan

the grant date. For any subsequent changes in igesRcapital surplus, the exercise price is adflist
accordingly.

Information on employee share options was as falow

For the Year Ended
December 31, 2012

Weighted-
Number of average
Options Exercise Price
(In Thousands) (NT$)
Balanctat January 3,034 $ 10.7(

Options cancelle (3.034) -

Balanctat December ¢ - -

The weighted-average exercise prices of outstandptgpns had been adjusted to reflect the capital
reduction making up for losses.
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As of December 31, 2012, there was no outstanduigr of MaxRise due to the merger of MaxRise and
INFOMAX.

Options granted were priced using the Black-Schplesng model and the inputs to the model were as
follows:

Grant-date share price (NT$) $1.55-$2.58
Exercise price (NT$) 10.00
Expected volatility 32.48%-34.84%
Expected life (years) 4.25 years
Expected dividend yield -
Risk-free interest rate 0.84%-0.96%

The compensation cost for the year ended Decenih@032 was minor; thus, it was not recognized.
MPI

Approved by the Board of Directors of MPI on Jur@s 2007 and May 1, 2012, MPI was authorized to
issue employee stock options for 2,400 thousants amid 841 thousand units, respectively. Eachkstoc
option may subscribe for one new share of commackstf MPI.  The options are valid for six yearglan
exercisable at certain percentages after the semonidersary from the grant date. For any subsdque
changes in MPI's capital surplus, the exercisegpigcadjusted accordingly.

Information on employee share options was as falow

For the Year Ended December 31

2013 2012
Number of Weighted-average Number of Weighted-average
Options Exercise Price Options Exercise Price
(In Thousands) (NT$) (In Thousands) (NTS)
Balance at January 1 915 $ 19.07 167 $ 67.30
Options granted - - 841 10.00
Options cancelled (294) - (93) -
Balance at December 31 621 10.00 915 19.07

As of December 31, 2013, information about MPI'sstanding and exercisable options was as follows:

Options Issued on or After January 1, 2004

Range of and Outstanding Options Exercisable
Exercise Number Remaining Exercise Price Number Exercise Price
Price Outstanding Contractual (NT$/Per Exercisable (NT$/Per
(NTS) (Thousand) Life (In Years) Share) (Thousand) Share)
$10.00 621 4.33 $10.00 621 $10.00

Options granted were priced using the Black-Schplesng model and the inputs to the model were as
follows:

Grant-date share price (NT$) $ 6.93
Exercise price (NT$) 10.00
Expected volatility 48.23%
Expected life (years) 4.25 years
Expected dividend yield -
Risk-free interest rate 1%
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The compensation costs for the years ended Dece®ih@013 and 2012 were minor; thus, they were not
recognized.

For the years ended December 31, 2013 and 201Zotinpensation cost recognized based on intrinsic
value method was zero. No shares options werdegtaturing the years ended December 31, 2013 and
2012. Had the Group used the fair value basedadetih evaluate the options, using the Black-Scholes
model, the assumptions and pro forma results ofGteup for the years ended December 31, 2013 and

2012 would have been as follows:

The Company

Assumptions:
Risk-free interest rate
Expected life (in years)
Expected volatility
Expected dividend yield

MoDioTek

Assumptions:
Risk-free interest rate
Expected life (in years)
Expected volatility
Expected dividend yield

Mxtran

Assumptions:
Risk-free interest rate
Expected life (in years)
Expected volatility
Expected dividend yield

INFOMAX

Assumptions:
Risk-free interest rate
Expected life (in years)
Expected volatility
Expected dividend yield

MPI

Assumptions:
Risk-free interest rate
Expected life (in years)
Expected volatility
Expected dividend yield

For the Year Ended December 31
2013 2012

1.55%-2.54%  1.55%-2.54%
4.38 4.38
51.16%-57.50% 51.16%-57.50%

1.90%-2.68%  1.90%-2.68%
6 6

1.90%-2.68%  1.90%-2.68%
6 6

0.91%-2.68%  0.91%-2.68%

6-8 6-8
2.20% 2.20%
6 6
(Continued)
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For the Year Ended December 31

2013 2012

Consolidated net loss attributable to shareholdetise parent:

Net loss as reported $ (6,305,647) $(5,438,016)

Pro forma net loss $ (6,305,647) $ (5,438,016)
Consolidated loss per share (LPS) - after incoméNa $):

Basic and diluted LPS as reported $(1.79) $(1.55)

Pro forma basic and diluted LPS $(1.79) $(1.55)

(Concluded)

28. OPERATING LEASE ARRANGEMENTS
a. The Group as lessee
Operating leases relate to leases of land, offieegloyee dormitories and office equipment withskea
terms between 1 and 50 years. The Group doesawat & bargain purchase option to acquire the

leased land, offices, employee dormitories anaeféquipment at the expiry of the lease periods.

As of December 31, 2013 and 2012, and January 12,2@fundable deposits paid under operating
leases amounted to NT$8,778 thousand, NT$8,523#moliand NT$8,781 thousand, respectively.

The future minimum lease payments for non-canciellaperating lease commitments were as follows:

December 31 December 31 January 1,

2013 2012 2012
Not later than 1 year $ 94,419 $ 89,938 $ 86,259
Later than 1 year and not later than 5 years 160,378 159,256 218,819
Later than 5 years 247,964 189,339 204,156

$ 502,761 $ 438,533 $ 509,234

The lease payments recognized as expenses warkoasf

For the Year Ended December 31

2013 2012
Minimum lease payment $ 107,949 $ 99,665

b. The Group as lessor

Operating leases relate to the building owned byGhoup with lease terms between 1 to 5 years. Al
operating lease contracts contain market reviewsela in the event that the lessee exercises itmopt
to renew. The lessee does not have a bargain ggeabption to acquire the property at the expiry of
the lease period.

As of December 31, 2013 and 2012, and January 12, 2@eposits received under operating leases
amounted to NT$345 thousand, NT$326 thousand argl 8@ thousand, respectively.
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The future minimum lease revenue from non-canclellaperating leases was as follows:

December 31 December 31 January 1,

2013 2012 2012
Not later than 1 year $ 4,054 $ 3,728 $ 2,881
Later than 1 year and not later than 5 years 9,195 11,599 13,987
Later than 5 years - - 919

$ 13,249 $ 15,327 $ 17,787

29. CAPITAL MANAGEMENT

The Group manages its capital to ensure that thegwill be able to operate under the premisesooigy
concern and growth while maximizing the return hargholders through the optimization of the delat an
equity balance.

The Group’s strategy for managing the capital stmgcis to lay out the plan of product developnemd
expand the market share considering the growthtlamanagnitude of industry and further developing an
integral plan founded on the required capacity,itebutlay, and magnitude of assets in long-term
development. Ultimately, considering the risk fastsuch as the fluctuation of the industry cycid the

life cycle of products, the Group determines thénog@l capital structure by estimating the profitapiof
products, operating profit ratio, and cash flowdzhen the competitiveness of products. The manegem
of the Group periodically examines the capital @ice and contemplates on the potential costs igkd r
involved while exerting different financial toolsIn general, the Group implements prudent stratefgy
risk management.

30. FINANCIAL INSTRUMENTS
a. Fair value of financial instruments

1) Fair value of financial instruments not carr&dair value
The management considers that the carrying amafnfimancial assets and financial liabilities
recognized in the consolidated financial statemappoximate their fair values or their fair values
cannot be reliably measured.

2) Fair value measurements recognized in the ciofadet balance sheets
The following table provides an analysis of finaddhstruments that are measured subsequent to
initial recognition at fair value, grouped into leds 1 to 3 based on the degree to which the fair

value is observable:

a) Level 1 fair value measurements are those deffingan quoted prices (unadjusted) in active
markets for identical assets or liabilities;

b) Level 2 fair value measurements are those deifiven inputs other than quoted prices included

within Level 1 that are observable for the asseliadility, either directly (i.e. as prices) or
indirectly (i.e. derived from prices); and
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c) Level 3 fair value measurements are those déiffreen valuation techniques that include inputs
for the asset or liability that are not based oseoiable market data (unobservable inputs).

December 31, 2013

Level 1 Level 2 Level 3 Total
Financial assets at FVTPL -
current $ - $ 1,358 $ - $ 1,358
Available-for-sale financial
assets - non-current
Securities listed in ROC
Equity securities 951,33: $ - $ - 951,33:
December 31, 2012
Level 1 Level 2 Level 3 Total
Financial assets at FVTPL -
current $ - $ 6,199 $ - $ 6,199
Available-for-sale financial
assets - non-current
Securities listed in ROC
Equity securities $ 888,685 $ - $ - $ 888,685
January 1, 2012
Level 1 Level 2 Level 3 Total
Financial assets at FVTPL -
non-current $ 39,357 $ - $ - $ 39,357
Available-for-sale financial
assets - non-current
Securities listed in ROC
Equity securities $ 879,392 $ - $ - $ 879,392

There were no transfers between Level 1 and Lewelf2e current and prior years.
3) Valuation techniques and assumptions appliethipurpose of measuring fair value
The fair values of financial assets and finangadilities were determined as follows:

a) The fair values of financial assets and findni@dilities with standard terms and conditions
and traded in active liquid markets are determingl reference to quoted market prices;

b) The fair values of derivative instruments weedcalated using quoted prices. Where such
prices were not available, a discounted cash floalysis was performed using the applicable
yield curve for the duration of the instruments f@n-optional derivatives. The estimates and
assumptions used by the Group were consistenttiatbe that market participants would use in
setting a price for the financial instrument.
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b. Categories of financial instruments

December 31, December 31 January 1,
2013 2012 2012

Financial assets
Fair value through profit or loss (FVTPL)

Held for trading $ 1,358 $ 6,199 $ -

Designated as at FVTPL - - 39,357
Loans and receivables (i) 15,592,460 22,776,325 23,869,549
Available-for-sale financial assets (ii) 1,066,221 986,547 1,033,883
Financial liabilities
Amortized cost (iii) 23,921,253 26,106,999 24,696,300

I) The balances included loans and receivables unedsat amortized cost, which comprise cash and
cash equivalents, notes receivable and trade aduew (including receivables from related parties),
other receivables, and other financial assetsyghicy current and non-current assets).

i) The balances included the carrying amount dilable-for-sale financial assets measured at cost.

iii) The balances included financial liabilities asired at amortized cost, which comprise short-term
loans, notes payable and trade payables (inclupaygbles to related parties), other payables,
payable for purchase of equipment, and long-teamddincluding current portion).

c. Financial risk management objectives and pdicie
The Group manages its exposure to risks relatirtgemperations through market risk, credit rigid a
liquidity risk with the objective to reduce the potially adverse effects the market uncertaintiay m
have on its financial performance.
The plans for material treasury activities are eesd by management in accordance with procedures
required by relevant regulations or internal cdstro During the implementation of such plans, the

Group must comply with certain treasury proceduttest provide guiding principles for overall
financial risk management.

1) Market risk

The Group’s activities exposed it primarily to tfieancial risks of changes in foreign currency
exchange rates (see (a) below), interest rategl§$&elow), and other price risk (see (c) below).

a) Foreign currency risk
The Group had foreign currency sales and purchadgsh exposed to foreign currency risk.
Exchange rate exposures were managed within apprpekcy parameters utilizing forward

foreign exchange contracts.

Sensitivity analysis

The Group was mainly exposed to the USD and JPY.
Sensitivity analysis of rate is for the transacsiam currencies other than the entity’s functional

currency (foreign currencies) which are recogniaedhe rates of exchange prevailing at the
dates of the transactions.
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b)

The following table details the Group’s sensitivitya 3% and 10% increase in New Taiwan
dollars (the functional currency) against the raldvforeign currencies, respectively. The
sensitivity rates used are 3% and 10% when regpforeign currency risk internally to key
management personnel.

Currency USD Impact Currency JPY Impact
For the Year Endec For the Year Endec
December 31 December 31
201: 2012 201z 201:
Pre-tax los: $ 21,04: $ 25,30: $ 59,36: $ 40,49:

Interest rate risk

The Group was exposed to interest rate risk becenttes in the Group borrowed funds at
both fixed and floating interest rates. The riskmianaged by the Group by maintaining an
appropriate mix of fixed and floating rate borrogsn

The carrying amounts of the Group’s financial assetd financial liabilities with exposure to
interest rates at the end of the reporting perietevas follows.

December 31, December 31, January 1,
2013 2012 2012
Fair value interest rate risk
Financial assets $ 9,878504 $ 17,835,488 $ 16,001,937
Financial liabilities 566,577 88,406 1,800,488
Cash flow interest rate risk
Financial assets 2,267,600 1,471,846 3,911,479
Financial liabilities 18,599,897 21,033,615 17,606,332

Sensitive analysis

Sensitivity analysis of interest is calculated lohee the financial liabilities exposed to cash
flow interest rate risk at the end of each repgrperiod.

If interest rates had been 50 basis points higheeft, the Group’s pre-tax loss for the years
ended December 31, 2013 and 2012 would increaseatsx by NT$99,084 thousand and

NT$96,600 thousand, respectively.

Other price risk

The Group was exposed to equity price risk thromglinvestments in listed equity securities.

Equity investments are held for strategic rathentkrading purposes. The Group does not
actively trade these investments.

Sensitive analysis

Sensitivity analysis of equity price is calculategsed on the fair values of available-for-sale
investments at the end of each reporting period.

If equity prices had been 10% higher/lower, eqtdtythe years ended December 31, 2013 and

2012 would have increased/decreased by NT$95,188s#md and NT$88,869 thousand,
respectively, as a result of the changes in fduevaf available-for-sale investments.
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2) Credit risk

Credit risk refers to the risk that counterpartyl default on its contractual obligations resultiimg
financial loss to the Group. The Group’s expostoecredit risk mainly arises from trade
receivables - operating, bank deposits, and otinan€ial instruments. Credit risk is managed
separately for business related and financialedlakposures.

Business related credit risk

In order to maintain the credit quality of tradeeiwables, the Group has established procedures to
monitor and limit exposure to credit risk on tradeeivables.

Credit evaluation is performed in the consideratiérihe relevant factors which may affects the
customer’s paying ability such as financial comditiexternal and internal credit scoring, histdrica
experience, and economic conditions. The Grougshebme of the credit enhancements such as
prepayments and collateral to mitigate its cragks.

Trade receivables consisted of a large number stiomers, spread across diverse industries and
geographical areas. 0Ongoing credit evaluationeifopmed on the financial condition of trade
receivables and, where appropriate, credit guagangeirance cover is purchased.

As of December 31, 2013 and 2012, and January 12,2he Group’s ten largest customers
accounted for 54%, 47% and 50% of total trade veddés (including receivables from related
parties), respectively. The Group believed theceofiration of credit risk was relatively

insignificant for the remaining trade receivables.

Financial credit risk

The Group’s exposure to financial credit risk whidrtained to bank deposits and other financial
instruments were evaluated and monitored by Cotpdreeasury function. The Group only deals
with creditworthy counterparties and banks so tizasignificant credit risk was identified.

3) Liquidity risk

The objective of liquidity risk management is teere the Group has sufficient liquidity to fund its
business requirements of cash and cash equivaedtthe unused of financing facilities associated
with existing operations.

The Group relies on bank borrowings as a significaurce of liquidity. As of December 31,

2013 and 2012, and January 1, 2012, the Group Veithlale unutilized overdraft and short-term
bank loan facilities of approximately NT$4,655,7420usand, NT$6,856,768 thousand and
NT$10,099,344 thousand, respectively.

Liquidity and interest rate risk tables

The following table details the Group’s remainingntractual maturity for its non-derivative
financial liabilities with agreed repayment periodd he tables had been drawn up based on the
undiscounted cash flows of financial liabilitie®irin the earliest date on which the Group can be
required to pay. The tables included both intesest principal cash flows.

Specifically, bank loans with a repayment on demzladse were included in the earliest time band
regardless of the probability of the banks choosmngxercise their rights. The maturity dates for
other non-derivative financial liabilities were bdson the agreed repayment dates.

To the extent that interest flows are floating yralbe undiscounted amount was derived from the
expected borrowing interest rate at the end ofeperting period.
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December 31, 2013

On Demand or

Less than
1 Year 1-3 Years 3-5 Years 5+ Years Total
Non-derivative financial liabilities
Non-interest bearing $ 4,754,779 % - $ - $ - $ 4,754,779
Variable interest rate liabilities 7,948,820 10,406,574 747,032 - 19,102,426
Fixed interest rate liabilities 568,829 - - - 568,829
$ 13,272,428 $ 10,406,574 $ 747,032 $ - $ 24,426,034
December 31, 2012
On Demand or
Less than
1 Year 1-3 Years 3-5 Years 5+ Years Total
Non-derivative financial liabilities
Non-interest bearing $ 4,984,978 $ - $ - $ - $ 4,984,978
Variable interest rate liabilities 5,559,431 16,174,602 22,886 - 21,756,919
Fixed interest rate liabilities 88,767 - - - 88,767
$ 10,633,176 $ 16,174,602 $ 22,886 $ - $ 26,830,664
January 1, 2012
On Demand or
Less than
1 Year 1-3 Years 3-5 Years 5+ Years Total
Non-derivative financial liabilities
Non-interest bearing $ 5289480 $ - $ - $ - $ 5,289,480
Variable interest rate liabilities 1,815,677 8,308,774 8,358,820 - 18,483,271
Fixed interest rate liabilities 1,804,025 - - - 1,804,025
$ 8,909,182 $ 8,308,774 $ 8,358,820 $ - $ 25,576,776

31. TRANSACTIONS WITH RELATED PARTIES

Balances and transactions between the Company tarslibsidiaries, which are related parties of the
Company, had been eliminated on consolidation amdhat disclosed in this note. Details of traneact
between the Group and other related parties actoded below.

a. Trading transactions

For the Year Ended December 31
201z 2012

Sales of Gooc

Key management rsonne $ 6,194,58 $ 7,531,51

Other: 2,62¢ 1,571
6,197,211 7,533,08

Purchases of Goo

Key management person $ 1,112,71 $ 194,94
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Sales prices to related parties were not compatalfeose with external customers as the Group was
the sole provider for them. The sales terms toréta&ted parties were between 30 to 60 days after
monthly closing, similar to those with external twumsers.

Materials purchased from related parties were fanufacturing process. The payment term was 30
days after monthly closing, similar to those wigtteenal vendors.

For the Year Ended December 31

201z 201z
Manufacturing Expen:
The Group is its major management auth $ 441,46 $ 418,73t
Operating Expen:
The Group is its major management authi $ 1,15¢ $ 91¢
Key management person 4,44; -
Other: 25,00( 25,04:

$ 30,59¢ $ 25,95

Joint Development Reven

Key management person $ - $ 5,76¢

Sofiware and Pattern Rever

TheGroug is its major management autho $ 73z $ 974
Key management person - 2
$ 737 $  Ove

The subcontract processing charges of relatedegaviere comparable to those with other vendors.
The payment term was 75 days after monthly closing.

The following balances of trade receivables frofatesl parties were outstanding at the end of the
reporting period:

December 31, December 31, January 1,

2013 2012 2012
Key management personnel $ 457,90: $ 427,40: $ 918,06:
Others 34: 52 -
The Group is its major management authority 56 - -

458,30: $ 427,45 $ 918,06:
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The following balances of trade payables to relgi@dies were outstanding at the end of the ramprti

period:
December 31, December 31, January 1,
2013 2012 2012
The Group is its major management authority $ 90,570 $ 118,455 $ 82,244
Key management person 14 - -
Others - 17,550 -

$ 90,584 $ 136,005 $ 82,244
The outstanding of trade payables from relatedgsagre unsecured and will be settled in cash. No
guarantees had been given or received for tradsvedales to related parties. No expense had been
recognized for the years ended December 31, 20d328h2 for allowance for impairment of trade
receivables in respect of the amounts owed byelparties.
b. Compensation of key management personnel

The remuneration of directors and other membensegf management personnel for the years ended
December 31, 2013 and 2012 was as follows:

For the Year Ended December 31

2013 2012
Short-term benefits $ 154,523 $ 151,492
Post-employment benefits 118,306 111,239

$ 272,829 $ 262,731

The remuneration of directors and key executives determined by the remuneration committee
having regard to the performance of individuals aratket trends.

32. ASSETS PLEDGED AS COLLATERAL OR FOR SECURITY

The following assets were provided as collateralbfank borrowings, the tariff of imported raw méaés
guarantees, natural gas agreement, land leasavagreer the deposit for hiring foreign workers:

December 31 December 31 January 1,
2013 2012 2012
Pledge deposits (classified as other financial
assets - current) $ - $ 41,106 $ -
Property, plant and equipment, net 17,425,003 18,773,742 13,119,861
Pledge deposits (classified as other financial
assets - non-current) 168,077 170,176 187,182

$17,593,080 $18,985,024 $13,307,043
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33. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGN IZED COMMITMENTS

In addition to those disclosed in other notes, ifitant commitments and contingencies of the Grasmf
December 31, 2013 were as follows:

a. As of December 31, 2013 and 2012, and Januai3012, unused letters of credit amounted to
approximately NT$0, NT$15,930 thousand and NT$53® #8usand, respectively.

b. Unrecognized commitments are as follows:

December 31, December 31, January 1,
2013 2012 2012

Acquisition of property, plant and equipment $ 1,201,949 $ 812424 $ 716,395

c. The Company entered into the Phase-change metadnyology agreement with IBM Company in
January 2010, and the term of the agreement is flfamuary 2010 to January 2013. Under the
agreement, both parties have to share in the delatpenditures of the technology development, and
the Company has completed the payment in Janu&i3.2 The Company entered into another
Phase-change memory technology agreement with IBkhg@any in January 2013. The term of the
agreement is from January 2013 to January 2016. of A&=cember 31, 2013, the Company has paid
US$3,500 thousand.

d. The Company entered into the Patents Cross-écé&greement with J Company in December 2009,
and the term of the agreement is from December 20@@cember 2015. Under the agreement, the
Company has completed the payment.

e. In August 2013, Spansion Inc. (“Spansion”) filedawsuit against the Company in both the U.S.
International Trade Commission (“ITC”) and the UDgstrict Court in California concurrently, allegn
that the Company infringed its patents. To protketCompany’s interests, the Company hired a U.S.
attorney to respond to the charges and contendhtbgtatents asserted against the Company aredinval
and the Company did not infringe those patents. Ndmember 2013, the Company filed petitions to
the US Patent and Trademark Office (“USPTO") tolleimge the validity of Spansion’s six patents.
Moreover, in October 2013, the Company filed a latvagainst Spansion in the U.S. District Court for
the Eastern District of Virginia and again in Det®mn2013 filed a separate lawsuit in the ITC. The
Company evaluated that Spansion’s lawsuit wouldehawited impact on the Company’s financial
statements since there were various points of aggtithat could be taken into account.

f. Creative Integrated System, Inc. (“CIS”) filedlawvsuit against the Company with the U.S. District
Court in California, alleging that the Company infred two of its patents. Final judgment was
rendered in favor of the Company in July 2012; haveCIS has filed an appeal against the ruling.
The District Court rescinded its initial determioat for one patent infringement case and re-exathine
it. As of December 31, 2013, the case for allega@mt infringement was still pending in the Didtric
Court. Since the patent-in-suit has expired in 481010, and there were various points of argument
that could be taken into account, the Company ewetlithat the CIS’s lawsuit would have limited
impact on the Company’s financial statements.
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34.

35.

EXCHANGE RATE OF FINANCIAL ASSETS AND LIABILITI ES DENOMINATED IN
FOREIGN CURRENCIES

The significant financial assets and liabilitiesidminated in foreign currencies were as follows:

December 31, 2013

Exchange Financial Financial
Rate Assets Liabilities
Monetary items
JPY 028 $ 4,716,939 $ 2,596,871
UsD 29.81 87,022 57,494
December 31, 2012
Exchange Financial Financial
Rate Assets Liabilities
Monetary items
JPY 034 $ 2452014 % 861,058
UsD 29.04 89,627 50,585
January 1, 2012
Exchange Financial Financial
Rate Assets Liabilities
Monetary items
JPY 039 $ 6,450,652 $ 3,733,623
usD 30.28 94,522 58,094

SEPARATELY DISCLOSED ITEMS
Information on significant transactions and infotio@ on investees:
a. Financing provided to others: None

b. Endorsements/guarantees provided: None

c. Marketable securities held (excluding investmentsubsidiaries, associates and joint controlled

entities): Table 1 (attached)

d. Marketable securities acquired and disposests r prices at least NT$300 million or 20% o th
paid-in capital: Table 2 (attached)

e. Acquisition of individual real estate at costsaableast NT $300 million or 20% of the paid-inpdal:
None

f. Disposal of individual real estate at pricesabfleast NT$300 million or 20% of the paid-in capit
None

g. Total purchases from or sales to related padmeunting to at least NT$100 million or 20% of the

paid-in capital: Table 3 (attached)

- 66 -



h. Receivables from related parties amounting tleadt NT$100 million or 20% of the paid-in capital
Table 4 (attached)

I.  Trading in derivative instruments: Please se&eN
j- Intercompany relationships and significant iotBnpany transactions: Table 6 (attached)
k. Information on investees: Table 5 (attached)
l.  Information on investments in mainland China
1) Information on any investee company in mainl&tdna, showing the name, principal business
activities, paid-in capital, method of investmemward and outward remittance of funds,
shareholding ratio, investment gain or loss, cagyamount of the investment at the end of the

period, repatriated investment gains, and limitttee amount of investment in the mainland China
area: Table 7 (attached)

2) Any of the significant transactions with investeompanies in mainland China, either directly or
indirectly through a third area, and their priceayment terms, and unrealized gains or losses:
None

36. SEGMENT INFORMATION

Information reported to the chief operating decisiaker for the purposes of resource allocation and
assessment of segment performance focuses on pihe tf goods or services delivered or provided.
Specifically, the Group’s reportable segments veeréllows:

Memory products and wafer fabrication
IC design

The Group’s reportable segments were separateddiegao the nature of its business activities. e Th
accounting policies adopted by the reportable satgrigad no material difference from those discldeed
Note 4.

a. Segment revenues and results

The following was an analysis of the Group’s reverand results from continuing operations by
reportable segment.

Segment Revenue Segment Loss
For the Year Ended For the Year Ended
December 31 December 31
201z 201z 201z 201z
Memory products and wafi
fabrication $ 22,124,548 $ 24,145584 $ (5,702,689) $ (4,736,939)
IC design 79,872 83,154 (653,640) (724,994)
Revenues from continuir
operations $ 22,204,420 $ 24,228,738 (6,356,329) (5,461,933)
Other incom 209,395 291,428
Other gains and losse 128,678 (105,443)
Finance costs (334,896) (302,953)
Loss before tax (continuir
operations) $ (6,353,152) $ (5,578,901)
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b. Segment total assets and liabilities

December 31, December 31, January 1,
2013 2012 2012

Segment assets
Memory products and wafer fabrication $ 52,703,81 $ 61,639,28 $ 66,726,56

IC design 1,342,44. 691,40:¢ 1,409,25:
Consolidated total assets $ 54,046,25 $ 62,330,68 $ 68,135,82

Segment liabilities

Memory products and wafer fabrication $ 25,229,05 $ 27,250,47 $ 26,264,70

IC design 91,41( 109,18¢ 111,65
Consolidated total liabilities $ 25,320,46 $ 27.359,66 $ 26,376,36

c. Geographical information
The Group operates in two principal geographicahar the Taiwan and China.

The Group’s revenue from continuing operations fexternal customers by location of operations and
information about its non-current assets by locatibassets are detailed below.

Revenue from

External Customers Non-current Assets
Year Ended December 31 December 31, December 31, January 1,
2013 2012 2013 2012 2012
Taiwan $ 18,164,166 $ 20,184,755 $ 26,554,862 $ 29,734,235 $ 35,119,523
China 3,012,964 2,893,202 298,437 292,000 276,228
Others 1,027,290 1,150,781 292,856 286,255 300,598

$ 22,204,420 $24,228,738 $ 27146155 $30,312,490 $ 35,696,349
Non-current assets exclude financial instrumentsdaferred tax assets.
d. Information about major customers

Single customers contributed 10% or more to theu@sorevenue of memory products and wafer
fabrication were as follows:

For the Year Ended December 31

2013 2012
Customer A $ 6,194,587 $ 7531514

37. FIRST-TIME ADOPTION OF IFRSs
a. Basis of the preparation for financial inforratunder IFRSs
The Group’s consolidated financial statements lfer year ended December 31, 2013 were the first
IFRS financial statements. The Group not onlyofel the significant accounting policies stated in

Note 4 but also applies the requirements under IERSIrst-time Adoption of IFRS” as the basis for
the preparation.
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b.

Impact on the transition to IFRSs

After transition to IFRSs, the impact on the Graupbnsolidated balance sheets and consolidated
statements of comprehensive income is stated lasvil

1) Reconciliation of consolidated balance sheef dsnuary 1, 2012

Effect of Transition to IFRSs

Recognition
and
ROC GAAP Measurement Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Current assets Current assets
Cash and cash equivalents $ 19,727,097 - $ - $ 19,727,097 Cash and cash equivalents
Notes and accounts 2,889,463 - 11,987 2,901,450 Notes receivable and tradea)
receivable, net receivables, net
Receivables from related 918,063 - - 918,063 Receivables from related
parties, net parties, net
Other receivables, net 121,198 - - 121,198 Other receivables
Inventories 6,468,003 - - 6,468,003 Inventories
Deferred income tax 133,299 - (133,299) - - b)
assets - current
Other current assets 474,940 - 543 475,483 Other current assets c)
Total current assets 30,732,063 - (120,769) 30,611,294 Total current assets
Long-term investments Long-term investments
Financial assets at fair 39,357 - - 39,357 Financial asset at fair
value through profit or value through profits or
loss - non-current losses - non-current
Available-for-sale 879,392 - - 879,392 Available-for-sale
financial assets - financial assets -
non-current non-current
Financial assets carried at 154,491 - - 154,491 Financial assets carried at
cost - non-current cost - non-current
Total long-term 1,073,240 - - 1,073,240 Total non-current assets
investments
Net property, plant and 35,206,707 - 290,125 35,496,832 Property, plant and d)
equipment equipment
Net intangible assets 172,068 - (23,593) 148,475 Intangible assets c), e)
Other assets Other assets
Idle assets, net 290,125 - (290,125) - - d)
Deferred income tax 419,899 - 133,299 553,198 Deferred tax assets b)
assets - non-current
Restricted assets - 187,182 - - 187,182 Other financial assets -
non-current non-current
Refundable deposits 14,559 - - 14,559 Other financial asset -
non-current
Other assets 27,992 - 23,050 51,042 Other non-current assets c), e)
Total other assets 939,757 - (133,776) 805,981 Total other assets
Total $ 68,123,835 - $ 11,987 $ 68,135,822 Total
Current liabilities Current liabilities
Short-term bank loans $ 1,800,488 - $ - $ 1,800,488 Short-term borrowings
Notes and accounts 2,154,754 - - 2,154,754 Notes payable and trade
payable payables
Payables to related parties 82,244 - - 82,244 Payables to related parties
Income tax payable 348,966 - - 348,966 Current tax liabilities
Accrued expenses 2,176,649 - - 2,176,649 Other payables
Payables for equipment 875,833 - - 875,833 Payable for purchase of
equipment
Accrued bonuses to 530,775 - - 530,775 Salary and bonus payable
employees, directors
and supervisors
Current portion of 1,527,718 - - 1,527,718 Current portion of
long-term bank loans long-term borrowings
Other current liabilities 98,038 63,967 11,987 173,992 Other current liabilities a), 9)
Total current liabilities 9,595,465 63,967 11,987 9,671,419 Total current liabilities
Total long-term liabilities 16,078,614 - - 16,078,614 Total long-term liabilities
Other liabilities Other liabilities
Accrued pension cost 360,234 262,332 - 622,566 Accrued pension liabilities h)
Others 3,766 - - 3,766 Other liabilities
Total other liabilities 364,000 262,332 - 626,332 Total other liabilities
Total liabilities 26,038,079 326,299 11,987 26,376,365 Total liabilities
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2)

ROC GAAP

Item

Shareholders’ equity
Capital stock
Capital surplus
Legal capital reserve
Unappropriated earnings
Unrealized gains on
financial instruments

Cumulative translation
adjustments

Treasury stock

Total equity attributable to

shareholders of the
parent
Minority interests

Total shareholders’ equity

Total

ROC GAAP

Effect of Transition to IFRSs

Item

Current assets

Cash and cash equivalents $ 19,096,662

Financial assets at fair
value through profit or
loss - current

Notes and accounts
receivable, net

Receivables from related
parties, net

Other receivables, net

Inventories

Deferred income tax
assets - current

Restricted assets - current

Other current assets
Total current assets
Long-term investments
Available-for-sale
financial assets -
non-current

Financial assets carried at

cost - non-current
Total long-term
investments
Net property, plant and
equipment
Net intangible assets
Other assets
Idle assets, net
Deferred income tax
assets - non-current
Restricted assets -
non-current
Long-term receivables

Refundable deposits

Other assets
Total other assets

Total

Recognition
and
Measurement Presentation IFRSs
Amount Difference Difference Amount Item Note
$ 33,847,486 $ - $ - $ 33,847,486 Ordinary shares
349,925 (3,436) - 346,489 Capital surplus f)
2,407,003 - - 2,407,003 Legal reserve
5,085,609 (309,037) - 4,776,572 Unappropriated earnings g), h), i)
432,095 - - 432,095 Unrealized gain from
available-for-sale
financial assets
(29,881) (167) - (30,048) Exchange differences on @)
translating foreign
operations
(142,365) (16,696) - (159,061) Treasury shares i)
41,949,872 (329,336) - 41,620,536 Equity attributable to
owners of the company
135,884 3,037 - 138,921 Non-controlling interests  f), g), h)
42,085,756 (326,299) - 41,759,457 Total equity
$ 68,123,835 $ - $ 11,987 $ 68,135,822 Total
(Concluded)
Reconciliation of consolidated balance sheeff &cember 31, 2012
Effect of Transition to IFRSs
Recognition
and
Measurement Presentation IFRSs
Amount Difference Difference Amount Item Note
Current assets
$ - $ - $ 19,096,662 Cash and cash equivalents
6,199 - - 6,199 Financial assets at fair
value through profit or
loss - current
2,900,918 - 11,062 2,911,980 Notes receivable and tradea)
receivables, net
427,453 - - 427,453 Receivables from related
parties, net
106,203 - - 106,203 Other receivables
6,859,892 - - 6,859,892 Inventories
231,541 - (231,541) - - b)
41,106 - - 41,106 Other financial assets -
current
478,869 - 523 479,392 Other current assets c)
30,148,843 - (219,956) 29,928,887 Total current assets
Long-term investments
888,685 - - 888,685 Available-for-sale
financial assets -
non-current
97,862 - - 97,862 Financial assets carried at
cost - non-current
986,547 - - 986,547 Total non-current assets
29,605,488 - 278,290 29,883,778 Property, plant and d)
equipment
375,243 - (14,307) 360,936 Intangible assets c), e)
Other assets
278,290 - (278,290) - - d)
678,302 - 231,541 909,843 Deferred tax assets b)
170,176 - - 170,176 Other financial assets -
non-current
10,078 - - 10,078 Other financial assets -
non-current
12,667 - - 12,667 Other financial assets -
non-current
53,992 - 13,784 67,776 Other non-current assets c), e)
1,203,505 - (32,965) 1,170,540 Total other assets
$ 62,319,626 $ - $ 11,062 $ 62,330,688 Total
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ROC GAAP

Item

Current liabilities
Short-term bank loans
Notes and accounts

payable

Payables to related parties
Income tax payable
Accrued expenses
Payables for equipment

Current portion of
long-term bank loans
Other current liabilities
Total current liabilities
Total long-term liabilities
Other liabilities
Accrued pension cost
Others
Total other liabilities
Total liabilities
Shareholders’ equity
Capital stock
Capital surplus
Legal capital reserve
Accumulated deficit
Unrealized gains on
financial instruments

Cumulative translation
adjustments

Treasury stock

Total equity attributable to
shareholders of the
parent

Minority interests

Total shareholders’ equity

Total

3) Reconciliation of consolidated statement of ceghpnsive income for the year ended December 31,

Effect of Transition to IFRSs

IFRSs

Recognition
and
Measurement Presentation
Amount Difference Difference Amount
$ 88,406 $ - $ - $ 88,406
1,834,141 - - 1,834,141
136,005 - - 136,005
339,661 - - 339,661
2,619,846 - - 2,619,846
394,986 - - 394,986
5,233,718 - - 5,233,718
111,881 70,573 11,062 193,516
10,758,644 70,573 11,062 10,840,279
15,799,897 - - 15,799,897
462,774 255,019 - 717,793
1,694 - - 1,694
464,468 255,019 - 719,487
27,023,009 325,592 11,062 27,359,663
35,214,623 - - 35,214,623
348,123 (4,254) - 343,869
2,695,275 - - 2,695,275
(3,220,362) (308,630) - (3,528,992)
448,981 - - 448,981
(102,918) 133 - (102,785)
(142,365) (16,696) - (159,061)
35,241,357 (329,447) - 34,911,910
55,260 3,855 - 59,115
35,296,617 (325,592) - 34,971,025
$ 62,319,926 $ - $ 11,062 $ 62,330,688

Item Note
Current liabilities
Short-term borrowings
Notes payable and trade
payables
Payables to related parties
Current tax liabilities
Other payables
Payable for purchase of
equipment
Current portion of
long-term borrowings
Other current liabilities
Total current liabilities
Total long-term liabilities
Other liabilities
Accrued pension liabilities h)
Other liabilities
Total other liabilities
Total liabilities

a), 9)

Ordinary shares
Capital surplus f)
Legal reserve
Accumulated deficit g), h), i)
Unrealized gain from
available-for-sale
financial assets
Exchange differences on @)
translating foreign
operations
Treasury shares i)
Equity attributable to
owners of the company

Non-controlling interests  f), g), h)
Total equity

Total

(Concluded)

IFRSs

2012
Effect of Transition to IFRSs
Recognition
and
ROC GAAP Measurement Presentation
Item Amount Difference Difference Amount
Net sales $ 24,228,738 $ - $ - $ 24,228,738
Cost of sales 21,684,781 (1,314) 139,698 21,823,165
Gross profit 2,543,957 (1,314) (139,698) 2,405,573
Operating expenses
Sales and marketing 1,176,455 (1,470) (499) 1,174,486
General and 1,718,845 1,324 590 1,720,759
administrative
Research and 4,972,689 1,053 (1.481) 4,972,261
development
Total operating expenses 7,867,989 907 (1,390) 7,867,506
Loss from operations (5.324,032) 407 (138,308) (5.461,933)
Non-operating income and
gains
Interest income 166,316 - - 166,316
Dividend income 60,825 - - 60,825
Gain on disposal of 62,455 - - 62,455
investment
Valuation gain on 6,199 - - 6,199
financial assets
Others 64,287 - - 64,287
Total non-operating 360,082 - - 360,082

income and gains

71 -

Item Note
Net operating revenue
Operating costs
Gross profit
Operating expenses
Selling and marketing
expenses
General and
administrative expenses
Research and
development expenses
Total operating expenses
Loss from operations
Non-operating income and
gains
Interest income
Dividend income
Net gains on disposal of )
investments
Net gain arising on
financial assets
classified as held for
trading
Others
Total non-operating
income and gains

). h). )

). h). )
). h). )
). h). )
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4)

5)

Effect of Transition to IFRSs

Recognition
and
ROC GAAP Measurement Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Non-operating expenses and Non-operating expenses and
losses losses
Interest expense $ 302,953 $ - $ - $ 302,953 Interest expense
Loss on disposal of assets 138,308 - (138,308) - -
Foreign exchange losses, 161,829 - - 161,829 Foreign exchange losses,
net net
Others 12,268 - - 12,268 Others
Total non-operating 615,358 - (138,308) 477,050 Total non-operating
expenses and losses expenses and losses
Loss before income tax (5,579,308) 407 - (5,578,901) Loss before income tax
Income tax expense (61,385) - - (61,385) Income tax expense
Consolidated net loss $ (5,517,923) $ 407 $ - (5,517,516) Consolidated net loss

(72,850) Exchange differences on
translating foreign
operations

16,886  Unrealized gain on
available-for-sale
financial assets

(55,964) Other comprehensive loss
for the year, net of tax

$ (5,573,480) Total comprehensive loss for

the year
(Concluded)

Exemptions from IFRS 1

IFRS 1 establishes the procedures for the Grounstsdonsolidated financial statements prepared in
accordance with IFRSs. According to IFRS 1, theupris required to determine the accounting
policies under IFRSs and retrospectively apply ¢hascounting policies in its opening balance
sheet at the date of transition to IFRSs, Januar2012; except for optional exemptions and
mandatory exceptions to such retrospective apjicaprovided under IFRS 1. The major

optional exemptions the Group adopted are sumntheagdollows:

a) Business combinations
The Group elected not to apply IFRS 3, “Businesskoations,” retrospectively to business
combinations that occurred before the date of itians Therefore, in the opening balance
sheet, the amount of goodwill generated from pasir@ss combinations remains the same
compared with the one under ROC GAAP as of Dece®bge?011.

b) Share-based payment transactions
The Group elected to take the optional exempti@mfrapplying IFRS 2 “Share-based
Payment” retrospectively for the shared-based payimansactions granted and vested before
the date of transition.

c) Employee benefits

The Group elected to recognize all cumulative a@ligains and losses in retained earnings as
of the date of transition.

Explanations of significant reconciling itemstire transition to IFRSs

Material differences between the accounting pdicieder ROC GAAP and the accounting policies
adopted under IFRSs were as follows:
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a)

b)

d)

Allowance for sales returns and others

Under ROC GAAP, provisions for estimated salesrnstuand others are recognized as a
reduction in revenue in the year the related regasuecognized based on historical experience.
Allowance for sales returns and others is recordeda deduction in accounts receivable.
Under IFRSs, the allowance for sales returns ahdrstis a present obligation with uncertain
timing and an amount that arises from past evetts, therefore reclassified as provisions
(classified under current liabilities) accordingly.

As of December 31, 2012 and January 1, 2012, theuats reclassified from allowance for
sales returns and others to provisions were NT$21iousand and NT$11,987 thousand,
respectively.

Classifications of deferred income tax assiiliig and valuation allowance

Under ROC GAAP, valuation allowance is providedhe extent, if any, that it is more likely
than not that deferred income tax assets will motdalized. Under IFRSs, deferred tax assets
are only recognized to the extent that it is prédabat there will be sufficient taxable profits
and the valuation allowance account is no longedus

In addition, under ROC GAAP, a deferred tax assetiability is classified as current or
non-current in accordance with the classificatibitorelated asset or liability. However, if a
deferred income tax asset or liability does noateelto an asset or liability in the financial
statements, it is classified as either currentar-current based on the expected length of time
before it is realized or settled. Under IFRSsefeded tax asset or liability is classified as
non-current asset or liability.

As of December 31, 2012 and January 1, 2012, treuanreclassified from deferred income
tax assets - current to deferred income tax asseia-current were NT$231,541 thousand and
NT$133,299 thousand, respectively.

Reclassification of burgage

Under ROC GAAP, held burgage is classified und&ngible assets. Under IFRSs, burgage
is reclassified as lease prepayments in accordaiticdAS No 17, “Leases”.

As of December 31, 2012, the amounts reclassificttdse prepayments - current and lease
prepayments - non-current were NT$523 thousand\A&R2,477 thousand, respectively. As
of January 1, 2012, the amounts reclassified tseleprepayments - current and lease
prepayments - non-current were NT$543 thousand\&i&23,920 thousand, respectively.

Reclassification of idle assets

Under ROC GAAP, idle assets are classified undeeroassets. After the adoption of IFRSs,
idle assets are reclassified under property, @adtequipment in accordance with IAS No 16,
“Property, Plant and Equipment”.

As of December 31, 2012 and January 1, 2012, theuanreclassified from idle assets to
property, plant and equipment were NT$278,290 thodsand NT$290,125 thousand,
respectively.

Reclassification of deferred assets

Under ROC GAAP, deferred assets are classified uotter assets. Under IFRSs, deferred
assets are reclassified under intangible assets.
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f)

9)

h)

As of December 31, 2012 and January 1, 2012, treuanreclassified from deferred assets to
intangible assets were NT$8,693 thousand and NT#8%&and, respectively.

Capital surplus of subsidiaries - employee stogtions

Under ROC GAAP, employee stock options granted ksulbsidiary are recognized by the
parent company according to its ownership percentsy capital surplus - employee stock
options under the equity attributable to sharehrsldé the parent in the consolidated financial
statements. Under IFRSs, the equity not attridatatlirectly or indirectly, to a parent is

non-controlling interest.

As of December 31, 2012 and January 1, 2012, theuats reclassified to non-controlling
interest were NT$4,254 thousand and NT$3,436 thaljsaspectively.

Employee benefits - short-term accumulating cemsated absences

Short-term accumulating compensated absences drspegifically addressed under ROC
GAAP and usually recognized as salary expense whikdributed. Under IFRSSs,
accumulating compensated absences are recognizedlay expense when the employees
render services that increase their entitlemefittoe compensated absences.

At the transition to IFRSs, the Company electedrdoognize all the resulting accounting

difference of compensated absences in retainedngarn As of December 31, 2012 and

January 1, 2012, other current liabilities increbby NT$70,573 thousand and NT$63,967
thousand, respectively; non-controlling intereststhb decreased by NT$630 thousand;
cumulative translation adjustments increased by I8B$thousand and decreased by NT$167
thousand, respectively. For the year ended Dece®be2012, cost of sales and operating
expenses increase by NT$2,858 thousand and NT$th04d8and, respectively.

Employee benefits - corridor approach

Under ROC GAAP, unrecognized net transition oblaggafrom first-adoption of SFAS No. 18,
“Accounting for Pensions”, should be amortized other expected average remaining service
lives of the employees who are still in service ardected to receive pension benefits using the
straight-line method and recorded in net pensiat. coTransition to IFRSs, the Company is
not subject to the transition requirements of IA5'Employee Benefits.” Thus, unrecognized
net transition obligation should be recognized irdiately to unappropriated earnings.

Under ROC GAAP, actuarial gains and losses areuwsnted for under the corridor approach
which resulted in the deferral of gains and loss&hen using the corridor approach, actuarial
gains and losses should be amortized over the ®gawerage remaining working lives of the
participating employees and be recognized dirdctlyetained earnings. At the transition to
IFRSs, the Company decided to adopt the corridprageh continuously in accordance with
IAS No. 19, “Employee Benefits,” and as its accaumpolicy.

At the transition date, the Company performed atbavaluation under IAS No. 19,
“Employee Benefits,” and recognized the valuatidfiecence directly to retained earnings
under the requirement of IFRS 1, “First-time Adoptiof International Financial Reporting
Standards.” As of December 31, 2012 and Janua2@112, accrued pension cost was adjusted
for an increase of NT$255,019 thousand and NT$3&,ghousand, respectively; and
non-controlling interest adjusted for both an imse of NT$231 thousand. Pension cost for
the year ended December 31, 2012 was also adjisstadiecrease in cost of sales of NT$4,172
thousand and a decrease in operating expensess¥, N1 thousand.
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6)

i) Treasury stock transactions

Under ROC GAAP, the Company’s stocks held by suasas were accounted for as treasury
stock. For its first-time adoption of SFAS No. 3®ccounting for Treasury Stocks,” the
recorded cost of the stock is based on its carrgingunt as of January 1, 2002, which may not
equal to its acquisition cost.

At the transition to IFRSSs, treasury stock is stag# cost and shown as a deduction in
shareholders’ equity. The Company is not subjecthe transition requirement; thus, the
amounts of the related accounts in the statemdntkamges in shareholders’ equity should be
adjusted retrospectively.

As of December 31, 2012 and January 1, 2012, tb& Balue of treasury stock both increased
by NT$16,696 thousand.

i) The reclassification of line items in the coridated statement of comprehensive loss

Under IFRSSs, based on the nature of operatingdcdioss, the Group reclassified net loss on
disposal of property, plant and equipment of NT$288 thousand for the years ended
December 31, 2012 as an increase in cost of s&lI$139,698 thousand and a decrease in
operating expenses of NT$1,390 thousand.

Explanation of material adjustments to the statet of cash flows

According to ROC GAAP, interest paid and received dividends received were classified as
operating activities. Additional disclosure wagquiged for interest expenses when reporting cash
flow using indirect method. However, under IAS Stdtement of Cash Flow”, cash flows from
interest and dividends received and paid shall daehdisclosed separately. Each shall be
classified in a consistent manner from period tégoeas operating activities. Therefore, interests
received and paid and dividends received by the gaoy of NT$157,524 thousand, NT$309,042
thousand and NT$60,825 thousand, respectively tiferyear ended December 31, 2012 were
presented separately at the date of transition.

Except for the above differences, there are noralgnificant differences between ROC GAAP
and IFRSs in the consolidated statement of cas¥sflo
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MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

MARKETABLE SECURITIES HELD

DECEMBER 31, 2013

(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 1

December 31, 2013
Holding Company Name Type and Name of Marketable Seirrities Relationship with the Holding Financial Statement Account | Shares/Units Carrying Percentage of|  Fair Value Note
Company Amount :
(In Thousands) Ownership (Note 3)
(Note 3)
The Company Stock
Ardentec Corporation The Company serves as meafbgkvailable-for-sale financial assets - 34,896,736 $ 764,239 7.48 $ 764,239Note 1
its board of directors non-current
United Industrial Gases Co., Ltd. None Financizaleds measured at cost|- 6,671,877 58,500 3.06 -|Note 2
non-current
Zowie Technology Co., Ltd. None Financial asse¢asared at cost - 105,981 - 0.32 -|Note 2
non-current
Aetas Technology Inc. None Financial assets medsaircost - 145,850 - 0.29 -|Note 2
non-current
Honbond Venture Capital Co., Ltd. The Companyegras member ofFinancial assets measured at cost- 4,972,500 24,198 15.00 -|Note 2
its board of directors non-current
Macronix (BVI) Co., Ltd. Stock
Chipbond Technology Corporation None Available-date financial assets|- 1,088,319 50,988 0.17 50,988Note 1
non-current
Key ASIC Bhd None Available-for-sale financial efss- 26,924,500 34,299 3.34 34,299Note 1
non-current
Tower Semiconductor Ltd. None Available-for-safeafcial assets 584,893 101,807 1.22 101,807Note 1
non-current
Global Strategic Investment Fund(Cayman) None rkiizd assets measured at cost - 680,000 - 252 -|Note 2
non-current
Global Strategic Investment Fund(Samoa) None Eiiahassets measured at cost - 1,739,783 32,189 4.90 -|Note 2
non-current
Hui Ying Investment, Ltd. _ Stock
Macronix International Co., Ltd. The Company Awaie-for-sale financial assetq - 3,899,382 26,165 0.11 26,165Note 1
non-current
Raio Technology Co., Ltd. None Financial assetasueed at cost - 797,244 - 10.73 -|Note 2
non-current

Note 1: The market value was based on the closieg ps of December 31, 2013.

Note 2: The calculation is based upon the mositeggancial statements available to the Company.

Note 3: The foreign currency amount is convertéd kew Taiwan dollars based on the exchange rdbee¢mber 31, 2013.
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MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

MARKETABLE SECURITIES ACQUIRED AND DISPOSED OF AT C OSTS OR PRICES OF AT LEAST NT$300 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2013
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 2

Tvoe and Name of Marketable Financial Statement Beginning Balance Acquisition Disposal Ending Balance
Company Name yp Securities Account Counterparty | Relationship | Shares/Units A t Shares/Units A t Shares/Units A t Carrying Gain/Loss on | Shares/Unit: A t (Not
(In Thousands) fmoun (In Thousands) fmoun (In Thousands) fmoun Amount Disposal (In Thousands) mount (Note)
The Company Stock
Infomax Communication Co., |Investments accounted for |Infomax Subsidiary 50,322,240 $ 221,645 99,949,000 $ 999,490 - -1 3 $ - 150,271,240| $ 920,261
Ltd. using equity method Communication
Co., Ltd

Note:  The ending balance of securities.
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TABLE 3

MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AM OUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PA ID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2013
(In Thousands of New Taiwan Dollars, Unless State@therwise)

Transaction Details Abnormal Transaction Notes/Ach;ountt')sl Receivable
Buyer Related Party Relationship Purchase % to Pa i (Payable) % Note
Amount 0 Payment Terms Unit Price ymen Ending Balance olo
Sale Total Term Total
The Company MegaChips Corporation Its subsidiary, Shun Ying Investme|Sales $ 6,192,256 28% |30 days after monthly closing Note 31 Note 31| $ 457,903| 14% -
is represented in MXIC’s board of
directors
Macronix (Hong Kong) Co., Ltd{Indirect subsidiary Sales 2,668,265 12% |45 days after monthly closing Note 35 Note 35 363,619| 11% -
Macronix America Inc. Subsidiary Sales 529,361 2% |Net 60 days Note 35 Note 35 48,058 1% -
MegaChips Corporation Its subsidiary, Shun Ying Investme|Purchase 1,112,719 17% |30 days after monthly closing Note 31 Note 31 14 - -
is represented in MXIC’s board of
directors
Macronix (Hong Kong) [The Company Indirect subsidiary Purchase  US$ 1906B5 | 100% | 45 days after monthly closing No materidd material| US$ 12,199,127 100% -
Co., Ltd. difference difference
Macronix America Inc. | The Company Subsidiary Puseha US$ 17,861,000 100% | Net 60 days No materidMlo material| US$ 1,609,863 100% -
difference difference
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MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LE AST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
DECEMBER 31, 2013

(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 4

. . . Overdue Amounts Received in Allowance for
Company Name| Related Party Relationship Ending Balance TurnoveRate Amount Action Taken Subsequent Period Impairment Loss
The Company | MegaChips Corporation Its subsidiamyrSYing Investment, $ 457,903 13.99 times $ - JPY 1,612,902shad $ -
is represented in MXIC'’s board of
directors
Macronix (Hong Kong) Co., Ltd. Indirect subsidiary 363,619 7.49 times - US$ 12,200 thousand -

-79 -




MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

INFORMATION ON INVESTEES

FOR THE YEAR ENDED DECEMBER 31, 2013
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 5

Original Investment Amount Balance as of December3 2013
December 31 Net Income (Loss Share of Profit
Investor Company Investee Company Location Main Busesses and Products December 31, 2018 2012 ! Shares Percentage of Carrying Amount | of the Investee (Loss) Note
(Note 1) Ownership (Note 2) (Note 3)
(Note 1)

The Company Macronix America Inc. San Jose, CaliggrU.S.A. Marketing $ 2640 $ 2,640 100,000 100.00 $ 249,700 $ (6,201) $ (6,201)

Macronix (BVI) Co., Ltd. Tortola, British Virginslands | Investment holding company 7,348,057 7,348,057 223,300,000 100.00 1,440,549 (56,560)| (56,560)|

Hui Ying Investment, Ltd. Taipei, Taiwan Investrhen 500,000 500,000 - 100.00 24,985 (5,203) (5,203)

Run Hong Investment, Ltd. Taipei, Taiwan Investtmen 984,432 984,432 - 100.00 42,887 (24,210)| (24,210)|

Magic Pixel Inc. Hsinchu, Taiwan Fabless multingeslystem on chip 312,808 217,825 30,651,523 78.27 54,251 (112,703) (86,316)|

Infomax Communication Co., Ltd. Hsinchu, Taiwan sBhand chip, analog baseband chip, and power maeage 1,502,711 520,117 150,271,240 97.25 920,261 (294,651) (283,090)

chip

Mxtran Inc. Hsinchu, Taiwan Combi-SIM IC and tiedated service 607,37 512,371 60,627,800 89.16 133,981 (106,066)| (93,923)|

MoDioTek Co., Ltd. Hsinchu, Taiwan Mobile audi@gbrm and smart remote controller 430,282 340,212 43,023,160 74.18 59,624 (119,755)| (87,144)|
Macronix (BVI) Co., Ltd. New Trend Technology Inc. San Jose, California, U.S.A. IC design 850,637 850,637 25,850,000 100.00 295,722 (6,386) Note 4

Macronix Europe NV. Belgium After-sale service 2,106 2,106 999 100.00 94,545 7,598 Note 4

Macronix Pte Ltd. Singapore After-sale service 3,291 3,291 174,000 100.00 15,676 921 Note 4

Macronix (Hong Kong) Co., Ltd. Hong Kong Marketing 378,427 378,427 89,700,000 100.00 565,925 (69,410) Note 4

Macronix (Asia) Limited Cayman Island Investmentding company 26,325 26,325 800,000 100.00 47,385 4,129 Note 4
Hui Ying Investment, Ltd. MoDioTek Co., Ltd. HsinghTaiwan Mobile audio platform and smart remotetoaler 30,442 25,452 2,894,200 4.99 4,019 (119,755)| Note 4
Run Hong Investment, Ltd. Magic Pixel Inc. Hsinciajwan Fabless multimedia system on chip 22,131 17,286 1,895,440 4.84 3,355 (112,703)| Note 4

Infomax Communication Co., Ltd. Hsinchu, Taiwan sBhand chip, analog baseband chip, and power maeage 27,423 28,879 2,742,506 1.77 16,749 (294,651)| Note 4

chip

Mxtran Inc. Hsinchu, Taiwan Combi-SIM IC and tiedated service 34,27 29,279 3,393,200 4.99 7,506 (106,066)| Note 4

MoDioTek Co., Ltd. Hsinchu, Taiwan Mobile audi@gbrm and smart remote controller 30,442 25,452 2,894,200 4.99 4,019 (119,755)| Note 4
Infomax Communication Co., Ltd. Infomax Holding Cbtd. Samoa Investment holding company 235,494 195,457 7,620,000 100.00 11,571 (36,820) Note 4
Infomax Holding Co., Ltd. Infomax Holding Companinited Hong Kong Investment holding company 2@,0| 94,516 22,926,500 100.00 8,777 1,663 Note 4
MoDioTek Co., Ltd. Mosatek Co., Ltd. Samoa Investtrfeolding company 108,01 91,644 3,490,000 100.00 2,885 (19,483) Note 4
Mosatek Co., Ltd. Mosatek (H.K) Company Limited lddfong Investment holding company 53,398 53,398 12,905,100 100.00 2,489 (3,126) Note 4
Magic Pixel Inc. Magic Pixel Inc. Samoa Investmeealding company 76,913 65,050 2,450,000 100.00 5,740 (8,640) Note 4
Magic Pixel Inc. Magic Pixel Holding Company Limite Hong Kong Investment holding company 59,668 50,771 14,820,000 100.00 5,739 (5,667) Note 4
Mxtran Inc. Mxtran Holding (Samoa) Co., Ltd. Samoa Investment holding company 27,809 27,809 920,000 100.00 7,629 (6,673) Note 4
Mxtran Holding (Samoa) Co., Ltd. Mxtran (H.K.) Holg Co., Limited. Hong Kong Investment holding caanyg 23,880 23,880 6,152,000 100.00 7,333 (3,105) Note 4

Note 1:

Note 2:

Note 3:

Note 4:

The foreign currency amount was convertelNew Taiwan dollars at the historical excharafe.

Under relevant regulations, no disclofrievestment gain (loss) is needed.
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MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT TRANSACT IONS
FOR THE YEAR ENDED DECEMBER 31, 2013
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 6

Transaction Summary

. ) . . Relation
Transaction Subject Transaction Object (Note 1) Account Amount Term of Transaction % to Total Assets or
Total Revenue
MXIC MXHK 2 Sales $ 2,668,265 Note 2 12%

Notes receivable and trade receiva 363,619 1%

MXE 2 Operating expenses 93,664 -
Trade payables 18,819 -

MXA 1 Sales 529,361 Note 2 2%
Operating expenses 169,519 1%
Notes receivable and trade receies 48,058 -
Trade payables 52,827 -

Mxtran 1 Rental revenue 5,612 Note 3 -

MoDioTek 1 Rental revenue 5,592 Note 3 -

MX Asia 2 Operating expenses 115,538 1%
Trade payables 20,871 -

INFOMAX 1 Rental revenue 7,537 Note 3 -

MPI 1 Rental revenue 4,149 Note 3 -

Note 1: 1. Transaction was between the parent coynad subsidiaries.
2. Transaction was between the parent companynairéct subsidiaries.

Note 2: The sale price referred to the productepiicend customer.
Note 3: The Company leased office to related pmefed collected rental revenue according to thar 8pace per month.

Note 4: The transaction terms with related pastiese 30 to 60 days after monthly closing and wemdlar to those with third parties.
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MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

INFORMATION ON INVESTMENT IN MAINLAND CHINA
FOR THE YEAR ENDED DECEMBER 31, 2013
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 7

Accumulated Investment Flows Accumulated Accumulated Inward
p ; o :
Total Amount of Outward Remittance Outward Remittance /° Ownersh|p for Investment Gain Carrying Amount as Remittance of
Investee Company Main Businesses and Products Paid-in Capital Method of for Investment from Outward for Investment from [ Net Income {Loss) | Direct or Indirect (Loss) of December 31, 2013Investment Income a
Investment Taiwan as of Inward Taiwan as of of the Investee Investment !
(Note 1 and 4) (Note 4) (Note 6) (Note 7) of
January 1, 2013 December 31, 2013 (Note 5) December 31, 2013
(Note 4) (Note 4) '
Macronix Microelectronics Development of integrated circuit $ 296,160 (Note 2) $ 296,160 $ - $ - %,200 $ 4,525 100.00% $ 4,525 $ 328,700 $ -
(Suzhou) Co., Ltd. system and software
Infomax Communication Software, rendering and technical 82,415 (Note 3) 82,415 - - 82,415 2,592 99.02% 2,567 7,958 -
(Suzhou) Co., Ltd. service
Modiotek (Suzhou) Co., Ltd. Sales and technicapsupof mobile| 53,231 (Note 3) 53,231 - - 53,231 (3,125) 84.16% (2,630) 91?2, -
audio platform and smart remotg
controller
Magic Pixel (Shen Zhen) Co.,|Sales and technical support of fabless 34,282 (Note 3) 25,385 8,897 - 34,282 (5,659) 83.11% (4,703) 559, -
Ltd. multimedia system on chip
Maxtran Technology Co., Ltd.| Technical support oh@®i-SIM IC 23,435 (Note 3) 23,435 - - 23,435 (3,105) 94.15% (2,923) 496, -

Accumulated Investment in Mainland China as of
December 31, 2013

Investment Amount Authorized by the Investment

Commission, MOEA Upper Limit on Investment

$ 515,186 $ 534,657 $ 17,207,267
(Note 4) (Note 4)
Note 1: The amount of paid in capital includedpaid investments.
Note 2: The Company invested in a company locatédainland China indirectly through the existingnepany in the third country.
Note 3: The Company invested in a company locatédainland China indirectly through the investiogmpany in the third country.

Note 4: The foreign currency amount was converteiNew Taiwan dollars at the historical excharafe.

Note 5: The percentage of ownership is based @total holding percentage owned by the Companyitarsibsidiaries.
Note 6: The foreign currency amount was basedudited financial statements for the same repogiggod; the amount was converted into New Taiwdtadoat the average exchange rate for the yealsdebecember 31, 2013.

Note 7: The foreign currency amount was basedudited financial statements for the same reporigxiod; the amount was converted into New Taiwatadoat the exchange rate on December 31, 2013.
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