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INDEPENDENT AUDITORS’ REPORT

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

We have audited the accompanying consolidated tala@heets of Macronix International Co., Ltd. (the
“Company”) and its subsidiaries (collectively refst to as the “Group”) as of December 31, 2013 201H,

and the related consolidated statements of compseleincome, changes in equity and cash flowsther
years ended December 31, 2013 and 2014. Theselidated financial statements are the responsibilft

the Company’s management. Our responsibility ixpress an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with the R@leverning the Audit of Financial Statements bytiGed
Public Accountants and auditing standards genewmtlyepted in the Republic of China. Those rule$ an
standards require that we plan and perform thetawdiobtain reasonable assurance about whether the
consolidated financial statements are free of ri@tanisstatement. An audit includes examining,aotest
basis, evidence supporting the amounts and digelesn the consolidated financial statements. éditaalso
includes assessing the accounting principles usdds@nificant estimates made by management, asasel
evaluating the overall consolidated financial steat presentation. We believe that our audits igepa
reasonable basis for our opinion.

In our opinion, the consolidated financial statetagnferred to above present fairly, in all malegspects, the
consolidated financial position of the Group aPetember 31, 2013 and 2014, and their consolidatadcial
performance and their consolidated cash flowsHenfears ended December 31, 2013 and 2014, inrcoitfo
with the Regulations Governing the Preparation iofifcial Reports by Securities Issuers and Intemnak
Financial Reporting Standards (IFRS), Internatigk@adounting Standards (IAS), IFRIC InterpretatigiiRIC),
and SIC Interpretations (SIC) endorsed by the Fi@usupervisory Commission of the Republic of Ghin

We have also audited the parent company only fiahstatements of Macronix International Co., L#d. of
and for the years ended December 31, 2013 and@0¥vhich we have issued an unqualified report.

Our audits also comprehended the translation oR@i& New Taiwan dollar amounts into U.S. dollaoants

and, in our opinion, such translation has been nradenformity with the basis stated in Note 6. clSW.S.
dollar amounts are presented solely for the comvera of the readers.

Deloitte & Touche
Hsinchu, Taiwan

The Republic of China
March 16, 2015

Notice to Readers

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



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2013 AND 2014
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 4, 7 and 33)
Financial assets at fair value through profit or loss - currene@\§t8 and 33)
Notes receivable and trade receivables, net (Notes 4, 11 and 33)
Receivables from related parties, net (Notes 4, 33 and 34)
Other receivables (Notes 11, 33 and 34)
Inventories (Notes 4 and 12)
Other current assets (Notes 16 and 18)

Total current assets

NON-CURRENT ASSETS
Available-for-sale financial assets - non-current (Notes 4, 9 and 33)
Financial assets measured at cost - non-current (Notes 4, 10 and 33)
Investment accounted for using equity method (Notes 4 and 13)
Property, plant and equipment (Notes 4, 14 and 35)
Intangible assets (Notes 4 and 15)
Deferred tax assets (Notes 4 and 27)
Other financial assets - non-current (Notes 4, 17, 33 and 35)
Other non-current assets (Notes 16 and 18)

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term borrowings (Notes 19 and 33)
Financial liabilities at fair value through profit or loss - curr@tes 4, 8 and 33)
Notes payable and trade payables (Notes 20 and 33)
Payables to related parties (Notes 33 and 34)
Other payables (Notes 21 and 33)
Payable for purchase of equipment (Note 33)
Current tax liabilities (Notes 4 and 27)
Provisions - current (Notes 4 and 22)
Current portion of long-term borrowings (Notes 19, 33 and 35)
Other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES
Long-term borrowings (Notes 19, 33 and 35)
Accrued pension liabilities (Notes 4 and 23)
Other non-current liabilities

Total non-current liabilities
Total liabilities
EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT (Notes Ac24)
Ordinary shares
Capital surplus
Retained earnings
Accumulated deficit
Other equity
Treasury shares
Equity attributable to shareholders of the parent
NON-CONTROLLING INTERESTS (Note 24)
Total equity

TOTAL

The accompanying notes are an integral part of the consolidated firstateahents.

2013 2014
NT$ NT$ Uss$
(Note 6)
11,978,574 $ 7,636,201 241,652
1,358 95 3
2,822,661 2,699,155 85,416
458,302 483,179 15,290
147,208 161,304 5,105
8,795,383 9,301,643 294,356
525,959 578,319 18,301
24,729,445 20,859,896 660,123
951,333 1,243,142 39,340
114,888 113,399 3,589
- 38,599 1,221
26,728,291 21,128,358 668,619
316,358 238,343 7,543
910,037 912,178 28,866
185,715 182,657 5,780
93,934 126,003 3,987
29,300,556 23,982,679 758,945
54,030,001 $ 44,842,575 1,419,068
566,577 $ 2,134,039 67,533
- 7,113 225
2,004,696 1,996,003 63,165
90,584 63,185 2,000
2,226,702 1,682,698 53,250
432,797 475,285 15,041
355,427 302,416 9,570
143,399 150,617 4,766
7,648,233 12,143,430 384,286
71,689 74,315 2,351
13,540,104 19,029,101 602,187
10,935,406 2,073,506 65,617
825,606 943,810 29,867
3,087 17,930 567
11,764,099 3,035,246 96,051
25,304,203 22,064,347 698,238
35,214,730 35,587,740 1,126,194
344,166 241,652 7,647
(7,178,843) (13,640,051) (431,647)
457,785 734,847 23,255
(159,061) (159,061) (5,034)
28,678,777 22,765,127 720,415
47,021 13,101 415
28,725,798 22,778,228 720,830
54,030,001 $ 44,842,575 1,419,068




MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2014
(In Thousands of New Taiwan Dollars, Except Loss Pe&hare)

201z 201¢
NT$ NTS$ USst
(Note 6
NET OPERATING REVENUE (Notes 4, 25 and $ 22,204,42 $ 2241421 $ 709,31:
OPERATING COSTS (Notes 12, 23, 26 and 20,253,61 19,654,77 621,98
GROSS PROFI 1,950,{C 2,759,43 87,32«
REALIZED GAIN ON THE TRANSACTIONS WITH
ASSOCIATES - 114 4
REALIZED GROSS PROFI 1,950,811 2,759,55: 87,32¢
OPERATING EXPENSES (Notes 23, 26 and
Selling and marketing expen: 1,096,30:. 1,112,111 35,19
General and administrative exper 1,758,26' 1,664,18 52,66¢
Research and development expe 5,452,56 6,306,08 199,56(
Total operéing expense 8,307,13 9,082,38 287,41¢
LOSS FROM OPERATION (6,356,32) (6,322,83) (200,091
NON-OPERATING INCOME AND EXPENSE
Other income (Notes 4, 26 and 209,39! 178,29 5,64(
Other gains and losses (Note 128,67! (19,319 (611)
Finance costs (Notes 4 and (334,899 (281,389 (8,90
Share of loss of associates (Notes 4 an - (24,099 (769)
Total nor-operating income and expen 3,17 (146,569 (4,639
LOSS BEFORE INCOME TA! (6,353,15) (6,469,40) (204,729
INCOME TAX EXPENSE (Note 2° 5,081 13,52! 42¢
NET LOSS FOR THE YEA| (6,358,23) (6,482,92) (205,15)
OTHER COMPREHENSIVE INCOM
Exchange differences on translating foreign opens
(Notes 4 and 24) 53,790 77,565 2,455
Unrealized gain on avable-for-sale financial asse
(Notes 4 and 24) 57,945 410,511 12,991
Share of other comprehensive loss of assox - (797 (25)
Other comprehensive income for the year, ne
income tax 111,735 487,279 15,421
TOTAL COMPREHENSIVE LOSS FOR THE YEA $ (6,24650) $  (5,99564) $ (189,73
(Continued)



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2014
(In Thousands of New Taiwan Dollars, Except Loss Pe&hare)

201z 201¢
NT$ NTS$ USst
(Note 6
NET LOSS ATTRIBUTABLE TO
Shareholders of the par $ (6,30564) $ (6,461,20) % (204,469)
Non-controlling interest (52,59)) (21,716 (687)
6,358,23) 6,482,92) 205,15¢)
TOTAL COMPREHENSIVE LOSS ATTRIBUTABLE
TO:
Shareholders of the par $ (6,19405) $ (5974,33) $ (189,06))
Non-controlling interest (52,449 (21,317 (674

$ (6,246550) $ (5,99564) $ (189,73)Y)

LOSS PER SHARE (Note 2

Basic $ 179 ¢ (189 ¢ (0.0€)
Diluted $ 179 ¢ (189 ¢ (0.0¢6)
The accompanying notes are an integral part ofdimsolidated financial statements. (Concluded)



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2014
(In Thousands of New Taiwan Dollars)

Equity Attributable to Shareholders of the Parent

Other Equity

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

BALANCE AT JANUARY 1, 2013 3,521,462 $ 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
Legal reserve used to offset accumulated deficit - - - (2,695,275) 2,695,275 - - - - - - -
Net loss for the year ended December 31, 2013 - - - - (6,305,647) - - - - (6,305,647) (52,592) (6,358,239)
Other comprehensive income for the year ended DigeeB1, 2013, net

of income tax - - - - - 53,644 57,945 - - 111,589 146 111,735
Total comprehensive income (loss) for the year dridlecember 31, 2013 - - - - (6,305,647) 53,644 57,945 - - (6,194,058) (52,446) (6,246,504)
Difference between the fair value and carrying anhidtom equity

transactions of subsidiaries - - - - (39,479) - - - - (39,479) 39,479 -
Additional non-controlling interest arising on issof employee share

options by subsidiaries - - - - - - - - - - 411 411
Issue of ordinary shares under employee sharersptio 11 107 (13) - - - - - - 94 - 94
Increase in non-controlling interests - - 310 - - - - - - 310 462 772
BALANCE AT DECEMBER 31, 2013 3,621,473 35,214,730 344,166 - (7,178,843) (49,141) 506,926 - (159,061) 28,678,777 47,021 28,725,798
Net loss for the year ended December 31, 2014 - - - - (6,461,208) - - - - (6,461,208) (21,716) (6,482,924)
Other comprehensive income for the year ended DigeeB1, 2014, net

of income tax - - - - - 76,364 410,511 - - 486,875 404 487,279
Total comprehensive income (loss) for the year dridlecember 31, 2014 - - - - (6,461,208) 76,364 410,511 - - (5,974,333) (21,312) (5,995,645)
Issue of employee stock options by subsidiary - - - - - - - - - - 51 51
Issue of restricted stock to employees 37,301 373,010 (102,752) - - - - (270,258) - - - -
Compensation cost of restricted stock for employees - - - - - - - 60,445 - 60,445 - 60,445
Increase (decrease) in non-controlling interests - - 238 - - - - - - 238 (12,659) (12,421)
BALANCE AT DECEMBER 31, 2014 3,558,774 $ 35,587,740 $ 241,652 $ - $ (13,640,051) $ 27,223 $ 917,437 $ (209,813) $ (159,061) $ 22,765,127 $ 13,101 $ 22,778,228
BALANCE AT DECEMBER 31, 2014 (IN US$, Note 6) 3,658,774 $ 1,126,194 $ 7,647 $ - $ (431,647) $ 862 $ 29,033 $ (6,640) $ (5,034) $ 720,415 $ 415 $ 720,830

The accompanying notes are an integral part ofdneolidated financial statements.




MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2014
(In Thousands of New Taiwan Dollars)

2013 2014
NTS$ NT$ Uss$
(Note 6)
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income tax $ (6,353,152) $ (6,469,401) $ (204,728)
Adjustments for:
Depreciation expense 7,521,836 7,315,609 231,507
Amortization expense 222,073 249,211 7,886
Impairment loss recognized on trade receivables 4,127 271 9
Finance costs 334,896 281,388 8,905
Interest income (122,360) (58,375) (1,847)
Dividend income (60,821) (89,780) (2,841)
Compensation cost of employee share options 411 51 2
Compensation cost of employee restricted shares - 60,445 1,913
Share of loss of associates - 24,097 763
Loss on disposal of property, plant and equipment 7,923 9,479 300
Gain on disposal of investments (2,973) (39,076) (1,237)
Impairment loss recognized on financial assets - 124,785 3,949
Impairment loss recognized on non-financial assets 122 - -
Realized gain on the transactions with associates - (114) 4)
Loss (gain) on foreign currency exchange 86,271 (91,680) (2,901)
Changes in operating assets and liabilities
Decrease in financial assets held for trading 4,841 1,263 40
Decrease in notes receivable and trade receivables 136,131 233,408 7,386
(Increase) decrease in receivables from relateticpar (40,385) 10,990 348
Increase in other receivables (27,788) (18,092) (573)
Increase in inventories (1,935,491) (513,835) (16,261)
Increase in other current assets (55,228) (58,567) (1,853)
Increase in financial liabilities held for trading - 7,113 225
Increase (decrease) in notes payable and tradélpaya 170,953 (44,524) (1,409)
Decrease in payables to related parties (50,175) (25,857) (818)
Decrease in other payables (396,110) (543,590) (17,202)
Increase in provisions 49,230 9,337 295
(Decrease) increase in other current liabilities (27,831) 3,751 119
Increase in accrued pension liabilities 107,813 118,204 3,741
Cash (used in) generated from operations (425,687) 496,511 15,714
Interest received 124,708 58,670 1,857
Dividend received 60,821 89,780 2,841
Interest paid (334,616) (283,104) (8,959)
Income tax paid (5,097) (68,675) (2,173)
Net cash (used in) generated from operating
activities (579,871) 293,182 9,280
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of financial assets measured at cost (9,538) - -
Proceeds from disposal of financial assets measaired
cost 9,538 5,770 183
Proceeds from return of capital by financial assets
measured at cost 15,928 3,481 110
Disposal of subsidiaries (Note 30) - (29,343) (929)
Payments for property, plant and equipment (4,318,034) (1,659,991) (52,532)
Proceeds from disposal of property, plant and eqgaigt 3,766 6,194 196
(Continued)



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2014
(In Thousands of New Taiwan Dollars)

2013 2014
NTS$ NT$ Uss$
(Note 6)

Increase in refundable deposits $ (4190 3 (1,340) $ (42)

Decrease in refundable deposits 805 1,063 33

Payments for intangible assets (177,199) (172,671) (5,464)

Decrease in other financial assets 46,020 1,120 35

Increase in other non-current assets (71,883) (32,180) (1,018)

Net cash used in investing activities (4,501,016) (1,877,897) (59,428)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from short-term borrowings 1,724,911 3,593,320 113,712

Repayments of short-term borrowings (1,214,336) (2,053,590) (64,987)

Proceeds from long-term borrowings 2,800,000 2,739,172 86,682

Repayments of long-term borrowings (5,224,749) (7,092,783) (224,455)

Proceeds from guarantee deposits received 220 14,337 453

Increase in other non-current liabilities 823 507 16

Proceeds from exercise of employee stock options 94 - -

Increase (decrease) in non-controlling interests 772 (71) (2)

Net cash used in financing activities (1,912,265) (2,799,108) (88,581)

EFFECT OF EXCHANGE RATE CHANGES ON THE

BALANCE OF CASH HELD IN FOREIGN

CURRENCIES (124,936) 41,450 1,312
NET DECREASE IN CASH AND CASH EQUIVALENTS (7,118,088) (4,342,373) (137,417)
CASH AND CASH EQUIVALENTS AT THE

BEGINNING OF THE YEAR 19,096,662 11,978,574 379,069
CASH AND CASH EQUIVALENTS AT THE END OF

THE YEAR $ 11978574 $ 7,636,201 $ 241,652
The accompanying notes are an integral part ofdimsolidated financial statements. (Concluded)



MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2014
(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 integrabexiitcs 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.

The consolidated financial statements are presentéide Company’s functional currency, New Taiwan
dollars.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approyeithe board of directors and authorized for issne
March 16, 2015.

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

The Group has prepared and reported the consalidatancial statements under Taiwan-IFRS and
published such financial statements since 2013.e dgite of transition to Taiwan-IFRS is JanuaryQ,22

a. The amendments to the Guidelines Governing tbeaPation of Financial Reports by Securities Issue
and the 2013 version of the International Finandidporting Standards (IFRS), International
Accounting Standards (IAS), Interpretations of IFRERIC), and Interpretations of IAS (SIC)
endorsed by the Financial Supervisory Commissi@C)ot yet effective

Rule No. 1030029342 and Rule No. 1030010325 isbydge FSC on April 3, 2014, stipulated that the
Group should apply the 2013 version of IFRS, IABRIC and SIC (collectively, the “IFRSs”)
endorsed by the FSC and the related amendmentset&tidelines Governing the Preparation of
Financial Reports by Securities Issuers startimgdey 1, 2015.

New, Amended and Revised Effective Date Announced by
Standards and Interpretations (the “New IFRSs”) IASB (Note)
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
Improvements to IFRSs (2010) July 1, 2010 and January 1,
2011, as appropriate
Annual Improvements to IFRSs 2009-2011 Cycle January 1, 2013
(Continued)



New, Amended and Revised

Effective Date Announced by

Standards and Interpretations (the “New IFRSs”) IASB (Note)
Amendment to IFRS 1 “Limited Exemption from ComgamIFRS 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”

Amendment to IFRS 7 “Disclosure - Offsetting Finahéssets and
Financial Liabilities”

Amendment to IFRS 7 “Disclosure - Transfer of FiciahAssets”

IFRS 10 “Consolidated Financial Statements”

IFRS 11 “Joint Arrangements”

IFRS 12 “Disclosure of Interests in Other Entities”

Amendments to IFRS 10, IFRS 11 and IFRS 12 “Codatdid
Financial Statements, Joint Arrangements and Dsscéoof
Interests in Other Entities: Transition Guidance”

Amendments to IFRS 10 and IFRS 12 and IAS 27 “ltnaest
Entities”

IFRS 13 “Fair Value Measurement”

Amendment to IAS 1 “Presentation of Other Comprehanincome”

Amendment to IAS 12 “Deferred tax: Recovery of @riging
Assets”

IAS 19 (Revised 2011) “Employee Benefits”

IAS 28 (Revised 2011) “Investments in Associates &wint
Ventures”

Amendment to IAS 32 “Offsetting Financial Assetsl &inancial
Liabilities”

IFRIC 20 “Stripping Costs in Production Phase &usface Mine”

January 1, 2013
January 1, 2013

July 1, 2011

January 1, 2013
January 1, 2013
January 1, 2013
January 1, 2013

January 1, 2014
January 1, 2013
July 1, 2012

January 1, 2012

January 1, 2013
January 1, 2013

January 1, 2014

January 1, 2013

Note:

(Concluded)

Unless stated otherwise, the above New IFRR&ffective for annual periods beginning on or
after the respective effective dates.

Except for the following, the impending initial djgation of the above 2013 Taiwan-IFRS version and
the related amendments to the Guidelines GovetthimdPreparation of Financial Reports by Securities
Issuers, whenever applied, would not have any mahierpact on the Group’s accounting policies:

1)

2)

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 contnedr 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 12 “Disclosure of Interests in Other Epsti
IFRS 12 is a new disclosure standard and is afgdida entities that have interests in subsidiaries

joint arrangements, associates and/or unconsadiddtactured entities. In general, the disclosure
requirements in IFRS 12 are more extensive thdindrcurrent standards.



3)

4)

5)

6)

Revision to IAS 28 “Investments in Associated dnint Ventures”

Revised IAS 28 requires when a portion of an inwesit in an associate meets the criteria to be
classified as held for sale, that portion is cleesdias held for sale. Any retained portion thas h
not been classified as held for sale is accourgediging the equity method. Under current IAS
28, when a portion of an investment in associatestsnthe criteria to be classified as held for,sale
the entire investment is classified as held foe sald ceases to apply the equity method.

IFRS 13 “Fair Value Measurement”

IFRS 13 establishes a single source of guidanckfiovalue 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, quantitatimd 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.

The fair value measurements under IFRS 13 willgpied prospectively from January 1, 2015.
Amendment to IAS 1 “Presentation of Items of @t@omprehensive Income”

The amendment to IAS 1 requires items of other gehgnsive income to be grouped into those
items that a) will not be reclassified subsequetlyprofit or loss; and b) may be reclassified

subsequently to profit or loss. Income taxes dated items of other comprehensive income are
grouped on the same basis. Under current IASetetivere no such requirements.

The Group will apply the above amendments in pr@sgnthe consolidated statement of
comprehensive income, starting from the year 201f&ms not expected to be reclassified to profit
or loss are the actuarial gain (loss) arising frdefined benefit plans. Items expected to be
reclassified to profit or loss are the exchangdedihces on translating foreign operations,
unrealized gain (loss) on available-for-sale finahassets and share of the other comprehensive
income of associates accounted for using the equéthod (except for the share of actuarial gains
(loss) arising from defined benefit plans). Howevtke application of the above amendments will
not result in any impact on the net profit for trear, other comprehensive income for the year (net
of income tax), and total comprehensive incomeHeryear.

Revision to IAS 19 “Employee Benefits”

Revised IAS 19 requires the recognition of charigedefined benefit obligations and in the fair
value of plan assets when they occur, and henaeénglie 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 imredgighrough 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. The revised IAS 19 auuces certain changes in the presentation of the
defined benefit cost, and also includes more extertisclosures.

In addition, revised IAS 19 changes the definitainshort-term employee benefits as “employee
benefits (other than termination benefits) that expected to be settled wholly within twelve

months after the end of the annual reporting penavhich the employees render the related
service”. The employees’ unused annual leave, wbam be carried forward through 36 months
after the end of the annual period in which the leyge renders service and which is currently
classified as short-term employee benefits, willctessified as other long-term employee benefits
under revised IAS 19. Related defined benefit gattion of such other long-term benefit is

-10 -



7)

8)

9)

calculated using the Projected Unit Credit MethoHowever, this change does not affect unused
annual leave to be presented as a current liabilitye consolidated balance sheet.

On initial application of the revised IAS 19 in H)1he changes in cumulative employee benefit
costs as of December 31, 2013 resulting from theogpective application are adjusted to net
defined benefit liabilities, deferred tax assetd ather equity and retained earnings, the carrying
amounts of inventories are not adjusted. In aalditin preparing the consolidated financial
statements for the year ended December 31, 20&5Gtbup would elect not to present 2014
comparative information about the sensitivity o€ thefined benefit obligation. The primary
effects of the Group’s retrospective applicationafdrementioned amendments were as follows:
As of January 1, 2014, accrued pension liabilitiesreased by NT$101,604 thousand,
non-controlling interests increased by NT$55 thadsaand accumulated deficit decreased by
NT$101,659 thousand; and as of December 31, 20detued pension liabilities increased by
NT$94,207 thousand (US$2,981 thousand) and acctmduldeficit decreased by NT$101,659
thousand (US$3,217 thousand), and for the yeardeBDeéeember 31, 2014, the operating expenses
and costs decreased by NT$3,207 thousand (US$bdisahd) and NT$4,190 thousand (US$132
thousand), respectively.

Amendments to IFRS 7 “Disclosure - Offsettingaficial Assets and Financial Liabilities”

The amendments to IFRS 7 require disclosure ofrimftion about rights of offset and related
arrangements (such as collateral posting requirtshéor financial instruments under enforceable
master netting arrangements and similar arrangement

Amendments to IAS 32 “Offsetting Financial Assend Financial Liabilities”

The amendments to IAS 32 clarify the requiremeatating to the offset of financial assets and
financial liabilities. Specifically, the amendmsrdlarify the meaning of “currently has a legally
enforceable right of set-off” and “simultaneouslizzdion and settlement”.

Annual Improvements to IFRSs: 2009-2011 Cycle

Several standards including IFRS 1 “First-time Aftilmp of International Financial Reporting
Standards”, IAS 1 “Presentation of Financial Staets’, IAS 16 “Property, Plant and Equipment”,
IAS 32 “Financial Instruments: Presentation” a#d134 “Interim Financial Reporting” were
amended in this annual improvement.

The amendments to IAS 1 clarify that an entityaguired to present a balance sheet as at the
beginning of the preceding period when a) it ajgptie accounting policy retrospectively, or makes
a retrospective restatement or reclassifies itemtsifinancial statements, and b) the retrospectiv
application, restatement or reclassification hamagerial effect on the information in the balance
sheet at the beginning of the preceding period.e athendments also clarify that related notes are
not required to accompany the balance sheet dtei@ning of the preceding period.

The amendments to IAS 16 clarify that spare pattmd-by equipment and servicing equipment
should be recognized in accordance with IAS 16 winety meet the definition of property, plant
and equipment and otherwise as inventory.

The amendments to IAS 32 clarify that income tdatireg to distributions to holders of an equity
instrument and to transaction costs of an equétgdaction should be accounted for in accordance
with IAS 12 “Income Taxes”.

The amendments to IAS 34 clarify that a measutetaf liabilities for a reportable segment would
be disclosed in interim financial reporting whertlsamounts are regularly provided to the chief
operating decision maker of the Group and thereb®e a material change from the amounts
disclosed in the last annual financial statememtshfat reportable segment.
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The initial application of the amendments to thadslines Governing the Preparation of Financial
Reports by Securities Issuers and the 2013 IFR&sowein 2015 is expected to have material effect
on the consolidated balance sheet as of Janud§14. In preparing the consolidated financial
statements for the year ended December 31, 2085Gtioup would present the consolidated
balance sheet as of January 1, 2014 in accorddrtbe above amendments to IAS 1 and disclose
related information in accordance with IAS 8 “Acating Policies, Changes in Accounting
Estimates and Errors”, but not required to makeldsires about the line items of the balance sheet
as of January 1, 2014.

b. New IFRSs in issue but not yet endorsed by 8@ F
The Group has not applied the following New IFRS&sued by the IASB but not yet endorsed by the
FSC. As of the date the consolidated financidkstaents were authorized for issue, the FSC has not

announced their effective dates.

Effective Date

New IFRSs Announced by IASB (Note 1)
Annual Improvements to IFRSs 2010-2012 Cycle July 1, 2014 (Note 2)
Annual Improvements to IFRSs 2011-2013 Cycle July 1, 2014
Annual Improvements to IFRSs 2012-2014 Cycle January 1, 2016 (Note 4)
IFRS 9 “Financial Instruments” January 1, 2018

Amendments to IFRS 9 and IFRS 7 “Mandatory Effextivate o January 1, 2018
IFRS 9 and Transition Disclosures”

Amendments to IFRS 10 and IAS 28dle or Contribution of Asse January 1, 2016 (Note 3)
between an Investor and its Associate or Joint et

Amendments to IFRS 10, IFRS 12 and IAS“R8/estment Entities January 1, 2016
Applying the Consolidation Exception”

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

IFRS 14 “Regulatory Deferral Accounts” January 1, 2016
IFRS 15 “Revenue from Contracts with Customers” January 1, 2017
Amendment to IAS 1 “Disclosure Initiative” January 1, 2016

Amendments to IAS 16 and IAS 3&larification of Acceptabl January 1, 2016
Methods of Depreciation and Amortization”

Amendments to IAS 16 and IAS 41 “Agriculture: BeaPlants” January 1, 2016

Amendment to IAS 19 “Defined Benefit Plans: Employee July 1, 2014
Contributions”

Amendment to IAS 36 “Impairment of Assets: Recabde Amoun January 1, 2014
Disclosures for Non-financial Assets”

Amendment to IAS 39 “Novation of Derivatives andrflouation o January 1, 2014
Hedge Accounting”

IFRIC 21 “Levies” January 1, 2014

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

Note 2: The amendment to IFRS 2 applies to shaseebpayment transactions with grant date on or
after July 1, 2014; the amendment to IFRS 3 applidmisiness combinations with acquisition
date on or after July 1, 2014; the amendment toSIAR is effective immediately; the
remaining amendments are effective for annual gereginning on or after July 1, 2014.

Note 3: Prospectively applicable to transactionsuaing in annual periods beginning on or after
January 1, 2016.
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Note 4: The amendment to IFRS 5 is applied prosgdgt The remaining amendment are effective
for annual periods beginning on or after Janua016.

The impending initial application of the above N&RSs, whenever applied, would not have any
material impact on the Group’s accounting polices;ept for the following:

1) IFRS 9 “Financial Instruments”

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 Measurethare subsequently measured at amortized
cost or fair value. Under IFRS 9, the requirenfenthe classification of financial assets is ddate
below.

For the Group’s debt instruments that have coniedctash flows that are solely payments of
principal and interest on the principal amount auding, the classification and measurement are
as follows:

a) For debt instruments held within a business natiese objective is to collect the contractual
cash flows, the financial assets are measured aitized cost and are assessed for impairment
continuously with impairment loss, if any, recogruzin profit or loss. Interest revenue is
recognized in profit or loss by using the effectinmerest method,;

b) For debt instruments held within a business medese objective is achieved by both the
collection of contractual cash flows and the sgllof financial assets, the financial assets are
measured at fair value through other compreherigiseme (FVTOCI) and are assessed for
impairment. Interest revenue is recognized inipraf loss by using the effective interest
method, and other gain or loss is recognized irerotomprehensive income, except for
impairment loss and foreign exchange gain and losé/hen the debt instrument is
derecognized or reclassified, the cumulative gainlass previously recognized in other
comprehensive income is reclassified from equityrtfit or loss.

Except for the above, all other financial assets raeasured at fair value through profit or loss.
However, the Group may make an irrevocable eledtiopresent subsequent changes in fair value
of an equity investment (that is not held for trayliin other comprehensive income, with only
dividend income generally recognized in profit os4. No subsequent impairment assessment is
required, and the cumulative gain or loss previpustognized in other comprehensive income
cannot be reclassified from equity to profit ordos

Impairment of financial assets

IFRS 9 requires that impairment loss on financéaleds is recognized by using the “Expected Credit
Losses Model”. The credit loss allowance is regfiifor financial assets measured at amortized
cost, financial assets mandatorily measured at FMJ @ase receivables, contract assets arising
from IFRS 15 “Revenue from Contracts with Custorhecertain written loan commitments and
financial guarantee contracts. A loss allowanedie 12-month expected credit losses is required
for a financial asset if its credit risk has natreased significantly since initial recognition. 1@ss
allowance for full lifetime expected credit lossesequired for a financial asset if its credikrizas
increased significantly since initial recognitiondais not low. However, a loss allowance for full
lifetime expected credit losses is required fodéraieceivables that do not constitute a financing
transaction.

For purchased or originated credit-impaired finah@ssets, the Group takes into account the
expected credit losses on initial recognition itcekating the credit-adjusted effective interegera
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2)

3)

4)

Subsequently, any changes in expected losses amgnieed as a loss allowance with a
corresponding gain or loss recognized in profiioss.

Amendment to IAS 36 “Recoverable Amount Disctesuor Non-financial Assets”

In issuing IFRS 13 “Fair Value Measurement”, theSB\made consequential amendment to the
disclosure requirements in IAS 36 “Impairment o5A&”, introducing a requirement to disclose in
every reporting period the recoverable amount ofaaset or each cash-generating unit. The
amendment clarifies that such disclosure of readbler amounts is required only when an
impairment loss has been recognized or reverseidgltine period. Furthermore, the Group is
required to disclose the discount rate used imtBasurement of recoverable amount based on fair
value less costs of disposal measured using anirealele technique.

IFRIC 21 “Levies”

IFRIC 21 provides guidance on when to recognizialality for a levy imposed by a government.
It addresses the accounting for a liability whasertg and amount is certain and the accounting for
a provision whose timing or amount is not certaifhe 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 sy @ levy is triggered upon reaching a minimum
threshold (such as a minimum amount of revenueal@ssgenerated), the liability is recognized
when that minimum threshold is reached.

Annual Improvements to IFRSs: 2010-2012 Cycle

Several standards, including IFRS 2 “Share-basgdh®at”, IFRS 3 “Business Combinations” and
IFRS 8 “Operating Segments”, were amended in thmuial improvement.

The amended IFRS 2 changes the definitions of iwgstondition” and “market condition” and
adds definitions for “performance condition” andefi@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 markeditimm); 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 pério
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 aersition 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 disclos¢udgments 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 ammeedt 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 opierating decision-maker.

IFRS 13 was amended to clarify that the issuandeRE 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.
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5)

6)

7)

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 Improvements to IFRSs: 2011-2013 Cycle

Several standards, including IFRS 3, IFRS 13 arsl 48 “Investment Property”, were amended in
this annual improvement.

IFRS 3 was amended to clarify that IFRS 3 doesappty to the accounting for the formation of all
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 ammended 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 IAS 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.

Amendments to IAS 16 and IAS 38 “Clarificatioh Acceptable Methods of Depreciation and
Amortization”

The entity should use appropriate depreciation amdrtization method to reflect the pattern in
which the future economic benefits of the propepignt and equipment and intangible asset are
expected to be consumed by the entity.

The amended IAS 16 “Property, Plant and Equipmesxjuires that a depreciation method that is
based on revenue that is generated by an acthatyiricludes the use of an asset is not appropriate
The amended standard does not provide any excedpbionthis requirement.

The amended IAS 38 “Intangible Assets” required thare is a rebuttable presumption that an
amortization method that is based on revenue shgemerated by an activity that includes the use of
an intangible asset is not appropriate. This prgdion can be overcome only in the following
limited circumstances:

a) in which the intangible asset is expressed aeasure of revenue (for example, the contract
that specifies the entity’s use of the intangildeed will expire upon achievement of a revenue
threshold); or

b) when it can be demonstrated that revenue andah&umption of the economic benefits of the
intangible asset are highly correlated.

An entity should apply the aforementioned amendmprbspectively for annual periods beginning
on or after the effective date.

IFRS 15 “Revenue from Contracts with Customers”
IFRS 15 establishes principles for recognizing nesethat apply to all contracts with customers,

and will supersede IAS 18 “Revenue”, IAS 11 “Constion Contracts” and a number of
revenue-related interpretations from January 17201
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8)

9)

When applying IFRS 15, an entity shall recognizeereie by applying the following steps:

Identify the contract with the customer;

Identify the performance obligations in the contrac

Determine the transaction price;

Allocate the transaction price to the performangkggations in the contracts; and
Recognize revenue when the entity satisfies a padoce obligation.

When IFRS 15 is effective, an entity may electpplg this Standard either retrospectively to each
prior reporting period presented or retrospectiweith the cumulative effect of initially applying
this Standard recognized at the date of initialiagpon.

Amendments to IFRS 10 and IAS 28 “Sale or Cbotion of Assets between an Investor and its
Associate or Joint Venture”

The amendments stipulated that, when an entitg seltontributes assets that constitute a business
(as defined in IFRS 3) to an associate or jointwex the gain or loss resulting from the transercti

is recognized in full.  Also, when an entity losestrol of a subsidiary that contains a business bu
retains significant influence or joint control, tlgain or loss resulting from the transaction is
recognized in full.

Conversely, when an entity sells or contributeset@sshat do not constitute a business to an
associate or joint venture, the gain or loss regulirom the transaction is recognized only to the
extent of the unrelated investors’ interest in dldsociate or joint venture, i.e. the entity’s shafre
the gain or loss is eliminated. Also, when antgrbses control of a subsidiary that does not
contain a business but retains significant infl@earcjoint control in an associate or a joint veatu
the gain or loss resulting from the transactiomeisognized only to the extent of the unrelated
investors’ interest in the associate or joint veafu.e. the entity’s share of the gain or loss is
eliminated.

Annual Improvements to IFRSs: 2012-2014 Cycle

Several standards including IFRS 5 “Non-currenetsskeld for sale and discontinued operations”,
IFRS 7 and IAS 19 were amended in this annual irgareent.

IFRS 5 was amended to clarify that reclassificabetween non-current assets (or disposal group)
“held for sale” and non-current assets “held fatrilbution to owners” does not constitute a change
to a plan of sale or distribution. Therefore, poes accounting treatment is not reversed. The
amendment also explains that assets that no langet the criteria for “held for distribution to
owners” and do not meet the criteria for “held $afe” should be treated in the same way as assets
that cease to be classified as held for sale.

The amendments to IFRS 7 provide additional guidancclarify whether a servicing contract is
continuing involvement in a transferred asset.

IAS 19 was amended to clarify that the depth ofrtfaket for high quality corporate bonds used to
estimate discount rate for post-employment benefitsuld be assessed by the market of the
corporate bonds denominated in the same currendheadenefits to be paid, i.e. assessed at
currency level (instead of country or regional lgve

10) Amendment to IAS 1 “Disclosure Initiative”

The amendment clarifies that the consolidated firnstatements should be prepared for the
purpose of disclosing material information. To noye the understandability of its consolidated
financial statements, the Group should disaggregatedisclosure of material items into their
different natures or functions, and disaggregateera information from immaterial information.
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The amendment further clarifies that the Group &hotonsider the understandability and
comparability of its consolidated financial statenseto determine a systematic order in presenting
its footnotes.

11) Amendments to IFRS 10, IFRS 12 and IAS 28 €bktment Entities: Applying the Consolidation
Exception”

The amendments clarified that when the Group (neestment entity) applies the equity method to
an associate or a joint venture that is an investraatity, the Group may retain the fair value
measurements that the associate or joint ventwe fios its subsidiaries.
Except for the above impact, as of the date thesalatated financial statements were authorized for
issue, the Group is continuously assessing thalpessipact that the application of other standanad
interpretations will have on the Group’s finangaalsition and financial performance, and will disgo
the relevant impact when the assessment is cordplete
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICY
a. Statement of compliance
The consolidated financial statements have beemaped in accordance with the Regulations
Governing the Preparation of Financial Reports eégusities Issuers, or other regulations and IFRSs a
endorsed by the FSC (“Taiwan-IFRS").
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
c. Classification of current and non-current asaatsliabilities
Current assets include:
1) Assets held primarily for the purpose of tragling

2) Assets expected to be realized within twelve tmeafter the reporting period; and

3) Cash and cash equivalents unless the assedticted from being exchanged or used to settle a
liability for at least twelve months after the rejng period.

Current liabilities include:

1) Liabilities held primarily for the purpose oatfing;

2) Liabilities due to be settled within twelve mbsatafter the reporting period, even if an agreerteent
refinance, or to reschedule payments, on a long-tasis is completed after the reporting period
and before the consolidated financial statememtsathorized for issue; and

3) Liabilities for which the Group does not havewmtonditional right to defer settlement for atstea
twelve months after the reporting period. Termsaoliability that could, at the option of the

counterparty, result in its settlement by the issfeequity instruments do not affect its
classification.
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Assets and liabilities that are not classified @sent are classified as non-current.

d. Basis of consolidation

1) Principles for preparing consolidated finansi@tements

2)

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.

Income and expenses of subsidiaries acquired posisl of during the period are included in the
consolidated statement of profit or loss and otlmenprehensive income from the effective date of
acquisition up to the effective date of disposalappropriate.

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 iskattad to the shareholders of the parent and to the
non-controlling interests even if this resultshe 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 ddéferte 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 shereholders of the parent.

When the Group loses control of a subsidiary, @ gailoss is recognized in profit or loss and is
calculated as the difference between (i) the agdeedf the fair value of the consideration received
and any investment retained in the former subsidaaits fair value at the date when control ig los

and (ii) the assets (including any goodwill) arabllities and any non-controlling interests of the

former subsidiary at their carrying amounts atdhaée when control is lost. The Group accounts
for all amounts recognized in other comprehensigceme in relation to that subsidiary on the same
basis as would be required if the Group had diyatidposed of the related assets or liabilities.

The fair value of any investment retained in therfer subsidiary at the date when control is lost is
regarded as the fair value on initial recognition subsequent accounting under IAS 39 “Financial
Instruments: Recognition and Measurement” or, wiggplicable, the cost on initial recognition of
an investment in an associate.

Subsidiary included in consolidated financiatements

As of December 31, 2014, the Company has direciradicect majority ownership in the following
subsidiaries: Run Hong Investment, Ltd. (“Run HYnblui Ying Investment, Ltd. (“Hui Ying”),
Mxtran Inc. (“Mxtran”), Infomax Communication Cd.td. (“INFOMAX?"), Macronix America Inc.
(“MXA™), Macronix (BVI) Co., Ltd. ("MXBVI"), Mxtran Holding (Samoa) Co., Ltd. (“Mxtran
Samoa”), Mxtran (H.K.) Holding Co., Limited (“MxtraHK”), Maxtran Technology Co., Ltd.
(“Maxtran Beijing”), Infomax Holding Co., Ltd. (“lfomax Samoa”), Infomax Holding Company
Limited (“Infomax HK”), Infomax Communication (Sugh) Co., Ltd. (“Infomax SU”), New Trend
Technology Inc. (“NTTI”), Macronix (Asia) Limited“MX Asia”), Macronix Pte. Ltd. (“MPL"),
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Macronix Europe NV. (“MXE”), Macronix (Hong Kong) &, Ltd. (“MXHK") and Macronix
Microelectronics (Suzhou) Co., Ltd. (“MXm”).

% of Ownership

December 31

Investor Investee Main Business 2013 2014 Remark
The Company Run Hong Investment company 100.00 100.00
The Company Hui Ying Investment company 100.00 100.00 -
The Company and Run Hong Magic Pixel Inc.(“MPI”) Fabless multimedia system on 83.11 - Note 2
chip
The Company and Run Hong Mxtran Combi-SIM IC and the related 94.15 94.15
service
The Company and Run Hong INFOMAX Baseband chip, analog baseband 99.02 99.02
chip, and power management
chip
The Company, Run Hong and MoDioTek Co., Mobile audio platform and smart 84.16 23.39 Note 1
Hui Ying Ltd.(“MoDioTek”) remote controller
The Company MXA Sales and marketing 100.00 100.00
The Company MXBVI Investment company 100.00 100.00
MPI Magic Pixel Inc.(“MPI Samoa)  Investment company 100.00 Note 2
MPI Samoa Magic Pixel Holding Company  Investment company 100.00 Note 2
Limited (“MPI HK”)
MPI HK Magic Pixel (Shen Zhen) Co., Sales and technical support of 100.00 Note 2
Ltd. (“MPI SZ7) fabless multimedia system on
chip
Mxtran Mxtran Samoa Investment company 100.00 100.00
Mxtran Samoa Mxtran HK Investment company 100.00 100.00
Mxtran HK Maxtran Beijing Technical support of Combi-SIM 100.00 100.00
IC
INFOMAX Infomax Samoa Investment company 100.00 100.00
Infomax Samoa Infomax HK Investment company 100.00 100.00
Infomax HK Infomax SU Software, rendering and technical 100.00 100.00
service
MoDioTek Mosatek Co., Ltd.(“Mosatek Investment company 100.00 Note 1
Samoa”)
Mosatek Samoa Mosatek (H.K) Company Limited Investment company 100.00 Note 1
(“Mosatek HK")
Mosatek HK Modiotek (Suzhou) Co., Sales and technical support of 100.00 Note 1
Ltd.(“Modiotek SU") mobile audio platform and
smart remote controller
MXBVI NTTI IC design 100.00 100.00
MXBVI MX Asia Investment company 100.00 100.00
MXBVI MPL After-sales service 100.00 100.00
MXBVI MXE After-sales service 100.00 100.00
MXBVI MXHK Sales and marketing 100.00 100.00
MXHK MXm Development of integrated circuit 100.00 100.00

system and software

Note 1. The Group did not participate in MoDioTek&pital increase on April 23, 2014; thus, the
Group’s equity interest in MoDioTek decreased td32%. The Group also determined
it lost control over MoDioTek and its subsidiariaad therefore did not include this
investee in the consolidated financial statemewots fApril 23, 2014.

Note 2: On August 28, 2014, the Group entered intale agreement to dispose of MPI. On

September 10, 2014, the disposal was completed; the Group’s equity interest in MPI

decreased to 0.004%. The Group also determinddsit control over MPI and its

subsidiaries and therefore did not include thisestee in the consolidated financial
statements.

e. Foreign currencies
In preparing the financial statements of each iddial group entity, transactions in currencies pbthe
than the entity’s functional currency (foreign @mcies) are recognized at the rates of exchange
prevailing at the dates of the transactions.
At the end of each reporting period, monetary itel@sominated in foreign currencies are retranslated
at the rates prevailing at that date. Exchandereiices on monetary items arising from settleroent
translation are recognized in profit or loss in pleeiod in which they arise.
Non-monetary items measured at fair value thadare@minated in foreign currencies are retranslated
at the rates prevailing at the date when the fainerwas determined. Exchange differences arming
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the retranslation of non-monetary items are induideprofit or loss for the period except for exaba
differences arising from the retranslation of nooretary items in respect of which gains and loases
recognized directly in other comprehensive incomeyhich case, the exchange differences are also
recognized directly in other comprehensive income.

Non-monetary items that are measured at histocimstl in a foreign currency are not retranslated.

For the purposes of presenting consolidated firmdustatements, the assets and liabilities of theu@®s
foreign operations (including of the subsidiariassociates, joint ventures or branches operations i
other countries or currencies used different wida Company) are translated into New Taiwan dollars
using exchange rates prevailing at the end of eepbrting period. Income and expense items are
translated at the average exchange rates for timpe Exchange differences arising are recognized
other comprehensive income (attributed to the $ludgiers of the parent and non-controlling interests
as appropriate).

Inventories

Inventories consist of raw materials, suppliegsfiad 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 estimatedtsag completion and costs necessary to make fee sa

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

Investments in associates

An associate is an entity over which the Groupdigsificant influence and that is neither a sulzsigi
nor an interest in a joint venture.

The results and assets and liabilities of assaciate incorporated in these consolidated financial
statements using the equity method of accountitdnder the equity method, an investment in an

associate is initially recognized at cost and ddplishereafter to recognize the Group’s share ef th

profit or loss and other comprehensive income @& #ssociate. The Group also recognizes the
changes in the Group’s share of equity of assacetteibutable to the Group.

When the Group subscribes for additional new shafréise associate at a percentage different fram it
existing ownership percentage, the resulting caggimount of the investment differs from the amount
of the Group’s proportionate interest in the asseci The Group records such a difference as an
adjustment to investments with the correspondinguarhcharged or credited to capital surplus. df th
Group’s ownership interest is reduced due to tlitiadal subscription of the new shares of asseciat
the proportionate amount of the gains or lossegqusly recognized in other comprehensive income in
relation to that associate is reclassified to profiloss on the same basis as would be requirdeeif
investee had directly disposed of the related assetliabilities. When the adjustment should be
debited to capital surplus, but the capital surpkmognized from investments accounted for by the
equity method is insufficient, the shortage is thgbto retained earnings.

When the Group’s share of losses of an associai@l®qr exceeds its interest in that associatectwhi
includes any carrying amount of the investment anted for by the equity method and long-term
interests that, in substance, form part of the @wet investment in the associate) the Group
discontinues recognizing its share of further lesseAdditional losses and liabilities are recogdize
only to the extent that the Group has incurred lle@digations, or constructive obligations, or made
payments on behalf of that associate.

Any excess of the cost of acquisition over the @ieshare of the net fair value of the identifiable

assets and liabilities of an associate recognizetieadate of acquisition is recognized as goodwill
which is included within the carrying amount of tineestment and is not amortized. Any excess of
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the Group’s share of the net fair value of the fifiable assets and liabilities over the cost of
acquisition, after reassessment, is recognized diatedy in profit or loss.

The entire carrying amount of the investment (idelg goodwill) is tested for impairment as a single
asset by comparing its recoverable amount withdtsying amount. Any impairment loss recognized
forms part of the carrying amount of the investmenAny reversal of that impairment loss is
recognized to the extent that the recoverable atmfithe investment subsequently increases.

When a group entity transacts with its associatafjtp and losses resulting from the transactioith w
the associate are recognized in the Group’ coreelit financial statements only to the extent of
interests in the associate that are not relatéuetGroup.

Property, plant, and equipment

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

Freehold land is not depreciated.

Depreciation is recognized using the straight-limethod. 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 reteamof an item of property, plant and equipment is
determined as the difference between the salee@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 liesidual 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.

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 amarigible asset, which are measured as the
difference between the net disposal proceeds andditying amount of the asset, are recognized in
profit or loss when the asset is derecognized.
Impairment of tangible and intangible asseteothan goodwill
At the end of each reporting period, the Group eesgi the carrying amounts of its tangible and
intangible assets, excluding goodwill, to determinteether there is any indication that those assets

have suffered an impairment loss. If any suchcaabn exists, the recoverable amount of the asset
estimated in order to determine the extent of thgairment loss. When it is not possible to estimat
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the recoverable amount of an individual asset, @Gneup estimates the recoverable amount of the
cash-generating unit to which the asset belongshen\ reasonable and consistent basis of allocation
can be identified, corporate assets are also alldda the individual cash-generating units; othisew
they are allocated to the smallest group of casieigding units for which a reasonable and condisten
allocation basis can be identified.

Intangible assets with indefinite useful lives amicingible assets not yet available for use atede®r
impairment at least annually, and whenever theam imdication that the asset may be impaired.

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 atgtito 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 mmpeai loss been recognized for the asset or
cash-generating unit in prior years. A reversamifmpairment 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.

Transaction costs that are directly attributabléhtbacquisition or issue of financial assets amaiicial
liabilities (other than financial assets and finahdiabilities at fair value through profit or Isyp are
added to or deducted from the fair value of thariitial assets or financial liabilities, as appraterj on
initial recognition. Transaction costs directlytrdutable to the acquisition of financial assets o
financial liabilities at fair value through probt loss are recognized immediately in profit oslos

Financial assets

All regular way purchases or sales of financiaktsare recognized and derecognized on a tradedate
settlement date basis.

1) Measurement category

Financial assets are classified into the followsagegories: Financial assets at fair value through
profit or loss, available-for-sale financial assetsd loans and receivables.

a) Financial assets at fair value through profiioss

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

A financial asset other than a financial asset f@drading may be designated as at fair value
through profit or loss upon initial recognition whedoing so results in more relevant
information and if:

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

i The financial asset forms part of a group ofafigial assets or financial liabilities or both,
which is managed and its performance is evaluated fair value basis, in accordance with
the Group’s documented risk management or invedtsteategy, and information about the
grouping is provided internally on that basis.
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iii The contract contains one or more embeddedvdves, the entire combined contract asset
or liability can be designated as at fair valuetigh profit or loss.

Financial assets at fair value through profit aslare stated at fair value, with any gains or
losses arising on remeasurement recognized intpoofiloss. The net gain or loss
recognized in profit or loss does not incorporatg mterest or dividend received on the
financial asset.

Investments in equity instruments under financgdess at fair value through profit or loss that
do not have a quoted market price in an active etaakd whose fair value cannot be reliably
measured and derivatives that are linked to and imusettled by delivery of such unquoted
equity instruments are subsequently measured atesssany identified impairment loss at the
end of each reporting period and are presentecséparate line item as financial assets carried
at cost. If, in a subsequent period, the fair @abi the financial assets can be reliably
measured, the financial assets are remeasurediravalae. The difference between the
carrying amount and the fair value is recognizeplrofit or loss.

b) Available-for-sale financial assets

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

Changes in the carrying amount of available-foe-salonetary financial assets relating to
changes in foreign currency exchange rates, iritene®me calculated using the effective
interest method, dividends on available-for-salaitggnvestments are recognized in profit or
loss. Other changes in the carrying amount oflavigi-for-sale financial assets are recognized
in other comprehensive income and accumulated uhdeheading of investments revaluation
reserve. When the investment is disposed of defermined to be impaired, the cumulative
gain or loss previously accumulated in the investimieevaluation reserve is reclassified to
profit or loss.

Available-for-sale equity investments that do natédna 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 pesitdi 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 assetsareasured at fair value. The difference
between carrying amount and fair value is recoghize other comprehensive income on
financial assets. Any impairment losses are reizegnin profit and loss.

c) Loans and receivables

Loans and receivables (including cash and cashvalgui, trade receivables, other receivables
and long-term receivables) are measured at amdrtiast using the effective interest method,
less any impairment, except for short-term recde@bwhen the effect of discounting is
immaterial.
Cash equivalent includes highly liquid, readily gertible to a known amount of cash and be
subject to an insignificant risk of changes in ealu These cash equivalents are held for the
purpose of meeting short-term cash commitments.

2) 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
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3)

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 financial assets carried at amortized costh aag trade receivables, assets are assessed for
impairment on a collective basis even if they wassessed not to be impaired individually.
Objective evidence of impairment for a portfolio @ceivables could include the Group’s past
experience of collecting payments, an increasé@ennumber of delayed payments in the portfolio
past the average credit period of 60 days, as aslbbservable changes in national or local
economic conditions that correlate with defaulreceivables.

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

For financial assets measured at amortized cqgstn 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 ofitlvestment 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 sigaift or prolonged decline in the fair value of the
security below its cost is considered to be objeatividence of impairment.

For all other financial assets, objective evideatémpairment could include significant financial
difficulty of the issuer or counterparty, breach aufntract, such as a default or delinquency in
interest or principal payments, it becoming probatbiat the borrower will enter bankruptcy or
financial re-organization, or the disappearancanohctive market for that financial asset becatise o
financial difficulties.

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 comprehenisicome.

For financial assets that are carried at costatheunt of the impairment loss is measured as the
difference between the asset’s carrying amountthadgresent value of the estimated future cash
flows discounted at the current market rate ofrrefar a similar financial asset. Such impairment
loss will not be reversed 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 reamgles, where the carrying amount is reduced
through the use of an allowance account. Whenadetreceivable and other receivables are
considered uncollectible, it is written off agaitis¢ allowance account. Subsequent recoveries of
amounts previously written off are credited agaitie# allowance account. Changes in the
carrying amount of the allowance account are reizegnin profit or loss except for uncollectible
trade receivables that are written off againsttlf®vance 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.

-24 -



On derecognition of a financial asset in its etyir¢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.

Equity instruments

Equity instruments issued by a group entity aregazed at the proceeds received, net of direakiss
costs.

Repurchase of the shareholder’s equity instrumsntscognized in and deducted directly from equity.
No gain or loss is recognized in profit or loss the purchase, sale, issue or cancellation of the
Company’s own equity instruments.

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.
Financial liabilities at fair value through profit loss are stated at fair value, with any gains or
losses arising on remeasurement recognized intmofoss. The net gain or loss recognized in
profit or loss does not incorporate any interestieidend paid on the financial liability. Fair
value is determined in the manner described in ¥8te

2) Derecognition of financial liabilities
The difference between the carrying amount of tmarnicial liability derecognized and the
consideration paid and payable is recognized ifitmploss.

3) Derivative financial instruments
The Group enters into foreign exchange forward re@té to manage its exposure to interest risks
foreign exchange rate risks.
Derivatives are initially recognized at fair valaethe date the derivative contracts are enterted in
and are subsequently remeasured to their fair vatude end of each reporting period. The
resulting gain or loss is recognized in profit o84 immediately unless the derivative is designated
and effective as a hedging instrument, in whichnétlee timing of the recognition in profit or loss
depends on the nature of the hedge relationshiphenthe fair value of derivative financial
instruments is positive, the derivative is recogdias a financial asset; when the fair value of
derivative financial instruments is negative, teeihtive is recognized as a financial liability.

Provisions

Provisions are measured at the best estimate afisheunted cash flows of the consideration regluire
to settle the present obligation at the end of rqorting period, taking into account the risks and
uncertainties surrounding the obligation.
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m. 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 reliakdtingate future returns and recognizes a liabildy f
returns based on previous experience and othesargléactors.

1)

2)

3)

4)

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 gosddd,;

¢) 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 asatards of materials ownership.

Rendering of services
Service income is recognized when services areigedy

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.

Royalties

Royalty revenue is recognized on an accrual basé¢ordance 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. Rogatangements that are based on production,
sales and other measures are recognized by re¢et@itite underlying arrangement.

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.
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n.

Leasing

Leases are classified as finance leases wheneyégrins of the lease transfer substantially alrigles
and rewards of ownership to the lessee. All oéxeses 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.

Borrowing costs

Borrowing costs directly attributable to the acdios, construction or production of qualifying ass,
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,suctil time as the assets are substantially readjnéar
intended use or sale.

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

Retirement benefit costs

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

For defined benefit retirement benefit plans, tlestof providing benefits is determined using the
Projected Unit Credit Method, with actuarial valaas 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 ddrplassets as at the end of the prior year are iaeubrt
over the expected average remaining working liiehe participating employees. Past service st i
recognized immediately to the extent that the lienafe already vested, and otherwise is amortired

a straight-line basis over the average period timilbenefits 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 unrecogmizpast service cost and actuarial losses, plus the
present value of available refunds and reductiorigture contributions to the plan.

Other long-term employee benefits

Other long-term employee benefits are accountednfdhe same way as the accounting required for
post-employment benefits except that all past sergost and actuarial gains and losses are re@atjniz
immediately.

Share-based payment arrangements

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

Restricted shares for employees are measuredratalaie on the date of grant, with a corresponding
increase in capital-surplus-restricted sharesrgsleyees.

At the end of each reporting period, the Groupseviits 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 edvistimate, with a corresponding adjustment to the
capital surplus - employee share options or cagpitgdlus-restricted share option.

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.

Treasury stock

The parent company’s stock held by subsidiariese@dassified 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 investtmiecome and adjust capital surplus-treasury stock
transaction.

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 shareholdersosepo retain the earnings.

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 statensm@ind the corresponding tax bases used in the
computation of taxable profit. Deferred tax lisliwls are generally recognized for all taxable
temporary differences. Deferred tax assets arergn recognized for all deductible temporary
differences, unused loss carry forward and unused dredits 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 andliie® 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 tlmaipGis 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 arisio fileductible temporary differences associated
with such investments and interests are only rezegnto the extent that it is probable that there

-28 -



will be sufficient taxable profits against which wtilize 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 probémdé 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 measurdteaiax 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 coneages 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 diyeictlequity, in which case, the current and
deferred tax are also recognized in other compahemncome 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@s;imanagement is required to make judgments, asism
and assumptions about the carrying amounts ofsaaseitliabilities that are not readily apparentfrather
sources. The estimates and associated assumptierisased on historical experience and other factor
that are considered relevant. Actual results nifigrdrom these estimates.

The estimates and underlying assumptions are redem an ongoing basis. Revisions to accounting
estimates are recognized in the year in which #ienate is revised if the revision affects onlytthaar or
in the year of the revision and future years ifénasion affects both current and future years.

a. Estimated impairment of trade receivables

When there is objective evidence of impairment,ltiss Group takes into consideration the estimation
of future cash flows. The amount of the impairmiaiss 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 estimagelling price in the ordinary course of business ke
estimated costs of completion and the estimatets cexessary 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 marketditions may have a material impact on the
estimation of net realizable value.

c. Fair value of financial instruments
As described in Note 33, the Group’s managemens itsejudgment in selecting an appropriate

valuation technique for financial instruments tdatnot have quoted market price in an active market
Valuation techniques commonly used by market piangrs are applied. For derivative financial

-29 -



instruments, assumptions were based on quoted meates adjusted for specific features of the
instruments. The estimation of fair value of lisiequity 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 transaglimes, prices of same equity instruments not glote
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 December 31, 2014, the ngrimount of these equity instruments was
NT$114,888 thousand and NT$113,399 thousand (U8$3thousand), respectively. Note 33
provides detailed information about the key assionptused in the determination of the fair value of
financial instruments. The Group’s managementelbel that the chosen valuation techniques and
assumptions used are appropriate in determiningathealue of financial instruments.

Impairment Assessment on Investment Using Edqvéthod

The Group assesses the impairment of investmertsuated for using the equity method whenever
triggering events or changes in circumstances atdithat an investment may be impaired and carrying
value may not be recoverable. The Company measheesnpairment based on a projected future
cash flow of the investees. The Group also také&s account market conditions and the relevant
industry trends to ensure the reasonableness bfagsumptions.

Useful lives of property, plant and equipment

As described in Note 4 (9), the Group reviews tkdneated useful lives of property, plant and
equipment at each balance sheet date.

Income taxes

As of December 31, 2013 and December 31, 2014;ahging amount of deferred tax assets in relation
to unused tax losses was NT$910,037 thousand ar@®9NT178 thousand (US$28,866 thousand),
respectively. As of December 31, 2013 and Decenier2014, no deferred tax asset has been
recognized on tax losses of NT$3,861,770 thousamdl H4T$4,489,181 thousand (US$142,063
thousand), respectively, due to the unpredictabdit future profit streams. The realizability dfet
deferred tax asset mainly depends on whether grffifuture profits or taxable temporary differemce
will be available. In cases where the actual ®ifoofits generated are less than expected, aialater
reversal of deferred tax assets may arise, whialdvioe recognized in profit or loss for the perind
which such a reversal takes place.

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.

Revenue recognition

The Group recognizes revenue when the conditiossritbed in Note 4 (14) are satisfied. The Group

also records a provision for estimated future retiand other allowances in the same year the delate
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 recognized dedurcin sales revenue, and the Group periodically

reviews the adequacy of the percentage used.

As of December 31, 2013 and 2014, the Group reezegnprovisions for estimated sales returns and
other allowances of NT$72,055 thousand and NT$B3tB5usand (US$2,337 thousand), respectively.
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6. TRANSLATION INTO U.S. DOLLARS

The Group maintains its accounts and expressesoitsolidated financial statements in New Taiwan
dollars. For convenience only, US dollar amounmtsented in the accompanying consolidated financial
statements have been translated from New Taiwalardplusing the US Federal Reserve Board rate of
NT$31.60 to US$1 on December 31, 2014. The coeweri translations should not be construed as
representations that the New Taiwan dollar amobat® been, could have been or could in the futare b
converted into US dollars at this or any other exge rate.

7. CASH AND CASH EQUIVALENTS

December 31

2013 2014
NT$ NT$ uUss$
(Note 6
Cash on hand $ 547 % 45z  $ 14
Checking accounts and demand deposits 2,220,43 1,893,93 59,93t
Cash equivalent
Time deposits 9,757,58 5,741,81 181,70

$ 11,978,57 $ 7636,20: $ 241,65.
The market rate intervals of cash in bank at tiieadrthe reporting period were as follows:

December 31
2013 2014

Bank balanc 0.00%-2.2(%  0.001%-1.3€%

8. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS

December 31

2013 2014
NT$ NT$ Uss$
(Note 6
Financial assets at FVTPL
Financial assets held for trading
Derivative financial assets (not under he
accounting)
Foreign exchange forward contracts 1,35¢ $ 95 $ 3
Financial liabilities at FVTPL
Financial liabilities held for trading
Derivative financial liabilitiegnot under hedc
accounting)
Foreign exchange forward contracts $ - $ 7,118 $ 225
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At the end of the reporting period, outstandingefgn exchange forward contracts not under hedge
accounting were as follows:

Contract Amount
Contract Currency Maturity Date (In Thousands)

December 31, 2013

Sell USD/NTD 2014.01 USD6,000/NTD179,924

December 31, 2014

Sell USD/NTD 2015.01 USD18,000/NTD562,947

The Group entered into foreign exchange forwardrests during 2013 and 2014 to manage exposures due
to exchange rate fluctuations of foreign currenenaminated assets and liabilities. However, those
contracts did not meet the criteria of hedge eiffeaess and therefore were not accounted for bygusi
hedge accounting.

. AVAILABLE-FOR-SALE FINANCIAL ASSETS

December 31

2013 2014
NTS$ NTS$ US$
(Note 6
Non-current
Domestic investments
Listed shares $ 815,221 $ 982,97 $ 31,10°
Foreign investments
Listed shares 136,10 260,16 8,23¢

$ 951,33 $ 1,243,144 $ 39,34(

. FINANCIAL ASSETS MEASURED AT COST

December 31

2013 2014
NTS$ NTS$ Us$
(Note 6
Non-current
Domestic unlisted common shares $ 82,698 $ 79,217 $ 2,507
Overseas unlisted common shares 32,190 34,182 1,082

$ 114,888 $ 113,399 $ 3,589

Classified according to financial as
measurement categories
Available-for-sale financial assets $ 114,888 $ 113,399 $ 3,589

Management believed that the fair value of the ahavisted 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 okfhwting period.

-32-



11. NOTES RECEIVABLE, TRADE RECEIVABLES AND OTHER R ECEIVABLES

December 31

2013 2014
NTS$ NTS$ US$
(Note 6
Notes receivable
Operating $ 1,205 $ 790 $ 25
Trade receivables
Trade receivables 2,823,432 2,698,636 85,400
Less: Allowance for impairment loss 1,976 271 9
2,821,456 2,698,365 85,391
$ 2,822,661 $ 2,699,155 $ 85,416
Other receivables
Tax receivable $ 128,165 $ 148,843 $ 4,710
Others 19,043 12,461 395
$ 147,208 $ 161,304 $ 5,105

a. Trade Receivables

The average credit period for sales of goods wada§8.

In determining the recoverability of a &#ad

receivable, the Group evaluated each customertfibiliey and financial position and considered any
change in the credit quality of the trade receigadbhce the date credit was initially granted & ¢ind
of the reporting period.

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

Of the trade receivables balance (see aging asabalow) that were past due at the end of the
reporting period, the Group had not recognized leowance for impaired notes receivable and trade
receivables, because there had not been a signifibange in credit quality and the amounts walle st
considered recoverable.

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

December 31

2013 2014
NT$ NT$ Uss$
(Note 6
Past due but not impaired
Less than 60 days $ 27,835 $ 54,113 $ 1,712
61-120 days 36 6,315 200
Over 121 days 168,532 1,255 40
$ 196,403 $ 61,683 $ 1952

Above analysis was based on the past due date.
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12.

As of December 31, 2014, the Group did not holdatetal for most of the receivables.

Movements in the allowance for impairment loss geired on trade receivables were as follows:

Individually Collectively
Assessed Assessed
Impairment Impairment Total
NTS$ NT$ NT$
Balance at January 1, 2013 $ 18 $ - $ 18
Add: Impairment losses recognized on
receivables 1,976 - 1,976
Less: Amounts written off during the period
as uncollectible 18 - 18
Balance at December 31, 2013 1,976 - 1,976
Add: Impairment losses recognized on
receivables 271 - 27
Consolidated entity change effects (1,976) - (1,976)
Balance at December 31, 2014 $ 271 $ - $ 271
Individually Collectively
Assessed Assessed
Impairment Impairment Total
US$ US$ Ust
(Note 6 (Note 6 (Note 6
Balance at December 31, 2013 $ 63 $ - $ 63
Add: Impairment losses recognized on
receivables 9 - 9
Consolidated entity change effects (63) - (63)
Balance at December 31, 2014 $ 9 $ - $ 9

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 Gnmreg not past due and the Group assessed that ther

was no uncertainty of recoverability.

INVENTORIES

Finished goods and merchandise
Work in progress
Raw materials

December 31

2013 2014
NT$ NT$ USs$
(Note 6
$ 1,129,321 $ 1,156,530 $ 36,599
7,345,579 7,857,969 248,670
320,483 287,144 9,087
$ 8,795,383 $ 9,301,643 $ 294,356
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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$19,654,775 tmou@dS$621,987 thousand), respectively. The

cost of inventories recognized as cost of goodd &ml the years ended December 31, 2013 and 2014
included inventory write-downs of NT$923,178 thawdaand NT$1,053,174 thousand (US$33,328

thousand), respectively.

13. INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD
a. Investments in associates

December 31

2013 2014
NT$ NT$ Uss$
(Note 6
Unlisted companies
MoDioTek $ - $ 38,59¢ $ 1,227

The Group had 84.16% equity in MoDioTek beforeriees share issuance; the Group did not subscribe
for MoDioTek’s additional new shares at its exigtiownership percentage and the Group’s equity
decreased to 23.39%. The Company no longer haota@ver MoDioTek and did not consolidate
but recognized the investment by the equity mefhma April 23, 2014.

The summarized financial information in respeciMaDioTek is set out below:

December 31, 201

NT$ Ust
(Note 6
Total asse $ 185,72 $ 587
Total liabilities $ 20,66: $ 654
For the Year Ended December 3
201«
NT$ uUst
(Note 6
Revenu $ 44,45 $ 1,40
Loss for the ye: $ (125,68() $ (3,97)
Other comprehensive Ic $(125,48) $ (3,97)
Share of loss and other comprehensive inc of associates fc
the year $ (24,097) $ (763)

The investments accounted for by the equity method the share of profit or loss and other
comprehensive income of those investments for da& gnded December 31, 2014 were based on the
associates’ audited financial statements for theesgear.
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14. 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
NT$ NT$ NT$ NT$ NT$ NT$ NT$ NT$ NT$
Cos
Balance at January 1, 2( $ 1,237,18 $ 22,209,96 $ 76,913,223 $ 6,037,52 $ 32,158 $ 44,89¢ $ 1,142,96 $ 1,47447 $109,092,40
Additions - - - 14,69¢ - 254 14,46¢ 4,326,42 4,355,84¢
Disposal - (6,38¢) (217,06() (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 - 467,88 1,743,224 240,51 - - 60,54( (2,512,19) -
Balance at December 31, 2| $ 1,254,02 $ 22,684,75 $ 78,439,41 $ 6,229,056 $ 30,81¢ $ 45,49¢ $ 1,201,83 $ 3,289,12 $113,174,50
Accumulated depreciati
and impairment
Balance at January 1, 2( $ (360,82 $(15,508,17) $(60,321,11) $ (1,996,27) $ (16,59¢) $ (21,65¢) $  (983,98() $ - $(79,208,62)
Disposal - 6,38t 206,101 65,05 737 - 19,10¢ - 297,38
Impairment los (122) - - - - - - - (122)
Depreciation expen - (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, 21 $  (37044)  $(1672134)  $(65465.65) § (278019) S (198%) $  (2652)  § (106222) $ -  $(86.44621)
Carrying amounts {Decembe 31,
2013 $ 883574 $ 5,963,404 $ 12,973,763 $ 3,448,861 $ 10,985 $ 18,968 $ 139,616 $ 3,289,120 $ 26,728,291
Cos
Balance at January 1, z4 $ 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
Additions - - - 7,03( - - 14,227 1,681,22 1,702,47
Disposal - (11,09¢) (271,73:) (32,43¢) (1,788) (4,68t) (63,09¢) - (384,83)
Consolidated entity change effe - - - (27,89¢) - (91¢4) (11,74) - (40,56()
Effect of foreign currency exchan
differences 40,605 14,052 - 2,017 92 1,350 3,918 141 62,175
Reclassificatio - 400,30: 2,566,40 144,50 1,20¢ - 53,80° 3,166.22) -
Balance at December 31, 4 $ 1.204,62 $ 23,088,07 $ 80,734,08 $ 6,322,226 $ 30,32¢ $ 41,247 $ 110894 $ 180426 $114,513,76
Accumulated depreciati
and impairment
Balance at January 1, z4 $ (370,44 $(16,721,34) $ (65,465,65) $ (2,780,19) $ (19,83) $ (26,52¢) $ (1,062,22) $ - $ (86,446,21)
Disposal - 8,88¢ 258,30: 32,43¢ 1,78t 4,68t 63,06¢ - 369,16
Depreciation expen - (1,216,21) (5,087,54') (917,43!) (3,942) (5,322) (85,14t) - (7,315,60 )
Consolidated entity change effe - - - 25,77¢ - 914 10,28¢ - 36,97¢
Effect of foreign currency exchan
differences (22,931) (1,969) - (1,147) (83) (658) (2,930) - (29,718)
Reclassificatio - - (119,59() 119,591 - - - - -
Balance at December 31, i4 $ (393,38() $(17.930.64) $(70,414.49) $ (3.520,96) $ (22.07) $ (26.90¢) $ (1.076.94) I $(93,385.40)
Carrying amounts :Decembe 31,
2014 $ 901,248 $ 5,157,367 $ 10,319,592 $ 2,801,303 $ 8,250 $ 14,338 $ 121,998 $ 1,804,262 $ 21,128,358
Advance
Research and Payments and
Machinery Development Transportation Leasehold Miscellaneous Construction in
Freehold Land Buildings Equipment Equipment Equipment Improvements Equipment Progress Total
uUss usg usg usg usg usg usg usg Uss
(Note 6 (Note 6 (Note 6 (Note 6 (Note 6 (Note 6 (Note 6 (Note 6 (Note 6
Cos
Balance at Janual, 2014 $ 39,68¢ $ 717,87; $ 2,482,226 $ 197,12 $ 97t $ 1,44( $ 38,03¢ $ 104,081 $ 3,581,47
Additions - - - 22z - - 45(C 53,20¢ 53,87!
Disposal - (351) (8,59¢) (1,027) (56) (14¢) (1,997) - (12,17¢)
Consolidated entity change effe - - - ( - (29) (372) - (1,28¢)
Effect of foreign currency exchan
differences 1,285 445 - 64 3 43 124 4 1,968
Reclassificatio - 12,66¢ 81,21 4,57% 38 - 1,70% (100,19') -
Balance at December 31, 2! $ 40,96¢ $ 730,63 $ 2,554,87 $ 200,07 $ 96C $ 1,30¢ $ 37,94. $ 57,00¢ $ 3,623,85
Accumulated depreciati
and impairment
Balance at January 1, z4 $ (11,720) $  (529,15) $ (2,071,69) $ (87,98:) $ (628) $ (83¢) $ (33,61%) $ - $ (2,735,64)
Disposal - 281 8,17« 1,0 56 14¢ 1,99¢ - 11,68:
Depreciation expen - (38,48¢) (160,99¢) (29,030) (125) (16¢) (2,69%) - (231,50")
Consolidated entity change effe - - - 81€ - 29 32t - 1,17(
Effect of foreign currency exchan
differences (726) (62) - (36) ) (20) 92) - (938)
Reclassicatior - - (3.78¢) 3,788 - - - - -
Balance at December 31, 2! $ (12,449) $  (567,421) $ (2,228,30) $  (111,42) $ (69€) $ (85(0) $ (34,08:) $ - $ (2,955,23)
Carrying amounts {December 31
2014 $ 28,520 $ 163,208 $ 326,569 $ 88,649 $ 261 $ 456 $ 3,860 $ 57,096 $ 668,619

The Group recognized an impairment loss of NT$I#®isand which was recognized in other gains and
losses for the year ended December 31, 2013.

The carrying amount of the freehold land in the ..Svhich is unutilized by the Group as of December
31, 2013 and 2014 both were US$9,579 thousandecteely.
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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 21-40 years
Electronic equipment 11-20 years
Facility equipment 6 years
Landscape engineering 20 years
Machinery equipment 4-6 years
Research and development equipment 5-6 year:
Transportation equipment 5-6 years
Leasehold improvements 3-16 year:
Miscellaneous equipment 2-16 year:

Refer to note 35 for the carrying amount of propeplant 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
NTS$ NTS$ NTS$ NT$ NT$

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 $ 11545 $ 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: 11,37: $ 6171 $ 9,05¢ 316,35¢
Cost
Balance at January 1, 2014 $ 579,412 $ 38,151 $ 8,028 $ 11,545 $ 637,136
Additions 120,763 49,211 83 2,614 172,671
Disposals (61,099) (22,692) - (3,540) (87,331)
Consolidated entity change effects (111) (10,500) (8,111) (1,666) (20,388)
Reclassification 2,373 4,743 - 11,205 18,321
Effect of foreign currency exchange

differences 1,934 - - (1,699) 235
Balance at December 31, 2014 $ 643,272 $ 58,913 $ - $ 18,459 $ 720,644

(Continued)
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Software Licenses Mask Others Total
NT$ NT$ NT$ NT$ NT$
Accumulated amortization
Balance at January 1, 2014 $(289,649) $ (26,780) $ (1,857) $ (2,492) $(320,778)
Amortization expense (222,690) (16,451) (4,844) (5,226) (249,211)
Disposals 61,099 22,692 - 3,540 87,331
Consolidated entity change effects 95 8,653 6,701 935 16,384
Reclassification (2,373) (4,743) - (7,239) (14,355)
Effect of foreign currency exchange
differences (1,672) - - - (1,672)
Balance at December 31, 2014 $(455,190) $ (16,629) $ - $ (10,482) $ (482,301)
Carrying amounts at December 31, 2014  $ 188,08: $ 42,28 $ - $ 797 $ 238,34
(Concluded)
Software Licenses Mask Others Total
Uss$ Uss$ Uss$ Uss$ UsS$
(Note 6) (Note 6) (Note 6) (Note 6) (Note 6)
Cost
Balance at January 1, 2014 $ 18,336 $ 1,207 $ 254 $ 365 $ 20,162
Additions 3,822 1,557 3 83 5,465
Disposals (1,934) (718) - (112) (2,764)
Consolidated entity change effects 4) (332) (257) (53) (646)
Reclassification 75 150 - 355 580
Effect of foreign currency exchange
differences 61 - - (54) 7
Balance at December 31, 2014 $ 20,356 $ 1,864 $ - $ 584 $ 22804
Accumulated amortization
Balance at January 1, 2014 $ (9,166) $ (847) $ (59) $ (79) $ (10,151)
Amortization expense (7,047) (521) (153) (165) (7,886)
Disposals 1,934 718 - 112 2,764
Consolidated entity change effects 3 274 212 30 519
Reclassification (75) (150) - (229) (454)
Effect of foreign currency exchange
differences (53) - - - (53)
Balance at December 31, 2014 $ (14.404) $ (526) $ - $ (331) $ (15,261)
Carrying amounts at December 31,2014 $  5,95¢ $  1,33¢ $ - $ 25: $ 754

The above items of other intangible assets werertead on a straight-line basis over the following

estimated useful life of the asset:

Software
Licenses
Mask
Others
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16. PREPAYMENTS FOR LEASE

Current asset (included in other current assets)

December 31

Non-current asset (included in other non-current

assets)

Prepaid lease payments included land use right®eated in Mainland China.

the land use right certificates.

17. OTHER FINANCIAL ASSETS

Non-current

Restricted time deposits
Refundable deposits
Long-term receivables

18. OTHER ASSETS

Current

Spare parts
Prepayments

Offset against business tax payable
Prepayments for lease

Others

2013 2014
NT$ NT$ UsSs$
(Note 6
$ 553 $ 585 $ 19
23,230 23,994 759
$ 23,783 $ 24,579 $ 778

December 31

The Group has obtained

2013 2014
NT$ NT$ uUss$
(Note 6
$ 168,077 $ 165,799 $ 5,247
12,526 13,088 414
5,112 3,770 119
$ 185,715 $ 182,657 $ 5,780
December 31
2013 2014
NT$ NT$ Uss$
(Note 6
$ 340,707 $ 350,070 $ 11,078
161,061 197,475 6,249
23,355 29,530 934
553 585 19
283 659 21
$ 525,959 $ 578,319 $ 18,301
(Continued)
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Non-current

Prepayments for lease
Prepayments

19. BORROWINGS

a. Short-term borrowings

Letter of credit loan
Unsecured borrowings
Interest rate

b. Long-term borrowings

Secured borrowings

Bank loans

Unsecured borrowings

Bank loans

Less:
Less:

Current portion
Syndicate loans arrangement fee
Long-term borrowings: Non-current

Interest rate

December 31

2013 2014
NTS$ NTS$ US$
(Note 6
$ 23,230 $ 23,994 $ 759
70,704 102,009 3,228
$ 93,934 $ 126,003 $ 3,987
(Concluded)
December 31
2013 2014
NT$ NT$ US$
(Note 6
$ 566,577 $ 535,039 $ 16,932
- 1,599,000 50,601
$ 566,577 $ 2,134,039 $ 67,533

0.76%-0.88%

1.09%-1.92%

December 31

1.09%-1.92%

2013 2014
NT$ NT$ Us$
(Note 6
$ 12,756,564 $ 9,822,258 $ 310,831
5,843,333 4,405,000 139,399
18,599,897 14,227,258 450,230
7,648,233 12,143,430 384,286
16,258 10,322 327
$ 10935406 $ 2,073,506 $ 65,617

1.58%-2.15%
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Repayment terms and

December 31

Maturity Date 2013 2014
NT$ NT$ US$
(Note 6,
Floating rate borrowings
Secured syndicated loan Repayable semi-annually from December $ 10,997,000 $ 7,855,000 $ 248,576
denominated in NT$ 2012 to December 2015.
Unsecured syndicated loan Pay off in December 2015. 1,500,000 1,500,000 47,469
denominated in NT$
Unsecured bank borrowing Repayable in two installments from March - 1,200,000 37,975
denominated in NT$ 2015 to July 2015 according to the loan
agreement.
Unsecured bank borrowing Repayable quarterly from December 2014 - 855,000 27,057
denominated in NT$ to March 2016.
Unsecured bank borrowing Repayable semi-annually from March 2013 1,200,000 600,000 18,987
denominated in NT$ to December 2014 and Repayable
quarterly from December 2014 to
September 2015.
Secured bank borrowing Repayable quarterly from January 2015 to 800,000 800,000 25,316
denominated in NT$ October 2018.
Secured bank borrowing Repayable monthly from January 2014 to 800,000 646,799 20,468
denominated in NT$ December 2018.
Secured syndicated loan Repayable quarterly from January 2015 to - 320,000 10,127
denominated in NT$ July 2017.
Unsecured bank borrowing Repayable semi-annually from March 2015 - 200,000 6,329
denominated in NT$ to September 2017.
Secured bank borrowing Repayable quarterly from June 2015 to - 109,280 3,458
denominated in JPY March 2019.
Secured bank borrowing Repayable monthly from May 2003 to 159,564 91,179 2,886
denominated in NT$ April 2016.
Unsecured bank borrowing Repayable quarterly from June 2013 to 250,000 50,000 1,582
denominated in NT$ March 2015.
Unsecured bank borrowing Pay off in September 2014. 360,000 - -
denominated in NT$
Unsecured bank borrowing Pay off in September 2014. 133,333 - -
denominated in NT$
Unsecured bank borrowing Pay off in September 2014. 200,000 - -
denominated in NT$
Unsecured bank borrowing Pay off in June 2014. 1,200,000 - -
denominated in NT$
Unsecured bank borrowing Pay off in April 2014. 1,000,000 - -
denominated in NT$
Less: Current portion 7,648,233 12,143,430 384,286
Syndicated loan 16,258 10,322 327
arrangement fee
$ 10,935,406 $ 2,073,506 $ 65,617

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 aérturatio, debt ratio, and times interest earnéd ra
based on semi-annual and annual consolidated falastatements. For the year ended December 31,

2014, the Group had met the financial ratio requésts.

The details of assets pledged as collaterals fag-term loans are shown in Note 35.
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20. NOTES PAYABLE AND TRADE PAYABLES

December 31

2013 2014
NTS$ NTS$ Us$
(Note 6
Notes payable
Operating $ 218 $ 30 $ 1
Trade payables
Operating 2,004,478 1,995,973 63,164

$ 2,004,696 $ 1,996,003 $ 63,165

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

21. OTHER PAYABLES

December 31

2013 2014
NTS$ NT$ uUs$
(Note 6

Other payables
Payable for rework fees $ 573,207 $ 41,172 $ 1,303
Payable for royalties 392,747 18,937 599
Bonus 278,639 282,949 8,954
Payable for maintenance and repair 253,681 183,195 5,797
Payable for legal fees 144,426 561,109 17,757
Others 584,002 595,336 18,840

$ 2,226,702 $ 1,682,698 $ 53,250

22. PROVISIONS

December 31

2013 2014
NT$ NT$ USs$
(Note 6
Employee benefits (a) $ 71,344 $ 76,761 $ 2,429
Customer returns and rebates (b) 72,055 73,856 2,337

$ 143,399 $ 150,617 $ 4766
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Customer

Employee Returns and
Benefits Rebates Total
NT$ NT$ NT$
Balance at January 1, 2014 $ 71,344 $ 72,055 $ 143,399
Additional provisions recognized 71,667 182,004 253,671
Usage (64,438) (180,295) (244,733)
Consolidated entity change effects (2,120) - (2,120)
Effect of foreign currency exchange differences 308 92 400
Balance at December 31, 2014 $ 76,761 $ 73,856 $ 150,617
Customer
Employee Returns and
Benefits Rebates Total
USs$ Us$ USs$

(Note 6) (Note 6) (Note 6)
Balance at January 1, 2014 $ 2,258 $ 2,280 $ 4,538
Additional provisions recognized 2,268 5,760 8,028
Usage (2,039) (5,706) (7,745)
Consolidated entity change effects (67) - (67)
Effect of foreign currency exchange differences 9 3 12
Balance at December 31, 2014 $ 2,429 $ 2,337 $ 4,766

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

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

23. RETIREMENT BENEFIT PLANS
a. Defined contribution plans
The Company, Mxtran and Infomax of the Group adbptgension plan under the Labor Pension Act
(the “LPA"), which is a state-managed defined citmiion plan. Based on the LPA, the Group makes
monthly contributions to employees’ individual pemsaccounts 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. Theidislvg 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.
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b. Defined benefit plans

The Company and MPI of Group adopted the definatefieplan under the Labor Standards Law,
under which pension benefits are calculated orb#ses of the length of service and average monthly
salaries of the six months before retirement. Tbepany contributed amounts equal to 2% of total
monthly salaries and wages to a pension fund adteiad by the pension fund monitoring committee.
Pension contributions are deposited in the Bankanivan in the committee’s name.  The plan assets
are invested in domestic (foreign) equity and dedaturities, bank deposits, etc. The investment is
conducted at the discretion of Bureau of Labor Buridinistry of Labor or under the mandated
management. However, in accordance with EnforcémRetes of the Labor Pension Act, the return
generated by employees’ pension contribution shaoldbe below the interest rate for a 2-year time
deposit with local banks.

The actuarial valuations of plan assets and theeptevalue of the defined benefit obligation were
carried out by qualified actuaries. The principasumptions used for the purposed of the actuarial
valuation were as follows:

December 31

2013 2014
Discount rate 2.00%-2.25% 2.25%
Expected return on plan assets 1.25%-2.00% 1.25%
Expected rate of salary increase 3.00% 3.00%

The assessment of the overall expected rate ahretas 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 trop#te related minimum return.

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

For the Year Ended December 31

2013 2014
NTS$ NT$ Uss$
(Note 6
Current service cost $ 7,494 $ 6,450 $ 204
Interest cost 26,000 32,944 1,043
Expected return on plan assets (11,881) (9,808) (310)
Past service cost (713) (713) (23)

$ 20,900 $ 28,873 $ 914

An analysis by function

Operating cost $ 11,948 $ 16,116 $ 510
Marketing expenses 1,227 1,508 48
Administration expenses 3,331 4,634 147
Research and development expenses 4,394 6,615 209

$ 20,900 $ 28,873 $ 914
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The amount included in the consolidated balancetsirésing from the Group’s obligation in respefct o

its defined benefit plans was as follows:

Present value of funded defined benefit
obligation

Fair value of plan assets

Deficit

Net actuarial losses not recognized

Past service cost not yet recognized

Net liability arising from defined benefit
obligation

December 31

2013 2014
NTS$ NT$ US$
(Note 6
$ 1,470,806 $ 1,576,706 $ 49,896
(803,112) (839,728) (26,574)
667,694 736,978 23,322
(112,572) (182,953) (5,790)
10,968 10,255 325
$ 566,090 $ 564,280 17,857

Movements in the present value of the defined hoklfigations were as follows:

Opening defined benefit obligation
Current service cost

Interest cost

Actuarial (gains) losses

Benefits paid

Consolidated entity change effects

Closing defined benefit obligation

For the Year Ended December 31

2013 2014
NTS$ NTS$ US$
(Note 6
$ 1,488,815 $ 1,470,806 $ 46,544
7,494 6,450 204
26,000 32,944 1,043
(33,445) 76,340 2,416
(18,058) (5,764) (182)
- (4,070) ___ (129)
$ 1,470,806 $ 1,576,706 $ 49,896

Movements in the fair value of the plan assets wsriollows:

For the Year Ended December 31

2013 2014
NT$ NT$ Uss$
(Note 6

Opening fair value of plan assets $ 779,374 $ 803,112 $ 25,415
Actual return on plan assets 10,029 16,424 520
Actuarial losses (15) - -
Contributions from the employer 31,782 31,830 1,007
Benefits paid (18,058) (5,764) (182)
Consolidated entity change effects - (5,874) (186)
Closing fair value of plan assets $ 803,112 $ 839,728 $ 26,574
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The major categories of plan assets at the enkeofeporting period for each category were disclose
based on the information announced by Bureau obtBhnds, Ministry of Labor:

December 3.
201z 2014
Deposits in financial institution 22.86 19.12
Investment in stock and beneficiary certificate 45.56 52.52
Short-term commercial papers 4.10 1.98
Government bond and fixed income investment 27.48 26.38
100.00 100.00

The Group chose to disclose the history of expedadjustments as the amounts determined for each
accounting period prospectively from the date afsition to Taiwan-IFRS (January 1, 2012):

January 1, December 31, December 31, December 31,
2012 2012 2013 2014
NTS$ NTS$ NTS$ NT$ US$
(Note 6
Present value of the defined benefit
obligation $ 1,345,642 $ 1,488,815 $ 1,470,806 $ 1,576,706 $ 49,896

Fair value of plan assets $ 765,48 $ 779,37 $ 803,11 $ 839,72 $ 2657
Deficit $ 580,15 $ 709,44: $ 667,69 $ 736,97 $ 23,32:
Experience adjustments on plan liabilities s - $ 94,90 $ 81,156 $ 76,34 $ 2,41¢
Experience adjustments on plan assets $ - $ (45) $ (15 $ - $ -

The Company expects to make contributions of NTE3R,thousand (US$1,038 thousand) to the
defined benefit plans during the annual period tragg after 2014.

The Company maintains a separate executive pemdegonand the net periodic pension costs were
NT$117,744 thousand and NT$121,471 thousand (U883}®usand) for the years ended December
31, 2013 and 2014, respectively.

The actuarial valuations of plan assets and theeptevalue of the defined benefit obligation were
carried out by qualified actuaries. The Company hat contributed plan assets yet. The principal
assumptions of the actuarial valuation were asvil

December 31
2013 2014

Discount rate 0.63%-1.13% 2.25%
Expected return on plan assets - -
Expected rate of salary increase - -
Amounts recognized in profit or loss in respecthafse defined benefit plans were as follows:

For the Year Ended December 31

2013 2014
NTS$ NT$ Us$
(Note 6
Current service cost $ 117,744 $ 121,471 $ 3844
An analysis by function
Administration expenses $ 117,744 $ 121,471 $ 3,844
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The amount included in the consolidated balancetsirésing from the Group’s obligation in respefct o
its defined benefit plans was as follows:

December 31

2013 2014
NT$ NTS$ Us$
(Note 6
Present value of funded defined benefit
obligation $ 258,400 $ 379,871 $ 12,021

Movements in the present value of the defined hokfigations were as follows:

For the Year Ended December 31

2013 2014
NT$ NT$ Us$
(Note 6
Opening defined benefit obligation $ 140,656 $ 258,400 $ 8,177
Current service cost 117,744 121,471 3,844
Closing defined benefit obligation $ 258,400 $ 379,871 $ 12,021
24. EQUITY
a. Share capital
1) Ordinary shares
December 31
2013 2014
NTS$ NTS$ US$
(Note 6
Numbers of shares authorized (in
thousand) 6,550,000 6,550,000
Share authorized $ 65,500,000 $ 65,500,000 $ 2,072,785
Numbers of sharessued and fully pai
(in thousand) 3,521,473 3,558,774
Shares issued $ 35,214,730 $ 35,587,740 $ 1,126,194

Fully paid ordinary shares, which have a par valu$10 (US$0.32), carry one vote per share and
carry a right to dividends.

A total of 864,704 thousand shares and 650,000stdrl shares of the Company’s authorized
shares were reserved for the issuance of conwetidshds and employee share options.
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2) Global depositary receipts
On August 28, 2014, the Company’s board of directesolved to issue GDRs. The Company
will issue from 480,000 thousand to 600,000 thodsamlinary shares. On September 30, 2014,
the above transaction was approved under Rule R0Q3¥Y906 issued by the FSC. On March 16,
2015, the board of directors resolved to canceigfigance of GDRs.

Capital surplus

December 31

2013 2014
NT$ NTS$ US$
(Note 6
May be used to offset a deficit, distributed as
cash dividends, or transferred to share
capital (1)
Arising from employee share options $ 317,204 $ 317,204 $ 10,038
Arising from donations 37 37 1

$ 317,241 $ 317,241 $ 10,039

May be used to offset a deficit only (2)

Arising from changes in percentage of
ownership interest in subsidiaries $ 423 $ 661 $ 21

May not be used for any purpose

Arising from treasury share transactions $ 26,502 $ 26,502 $ 839
Arising from employee restricted shares - (102,752) (3,252)

$ 26,502 $ (76,250) $  (2,413)

1) Such capital surplus may be used to offset mitleh addition, when the Company has no deficit,
such capital surplus may be distributed as casbetids or transferred to share capital (limited to
certain percentage of the Company’s paid-in capital once a year).

2) Such capital surplus arises from changes intaagirplus of subsidiaries accounted for by using
equity method.

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 defind ¢hen make appropriation for legal reserve 10% of
the remaining amount (until the amount of the legaderve equals the amount of the Company’s
paid-in capital) and special reserve in accordawid law. Appropriation for remuneration to
directors and supervisors should be made at 2%eofedmaining amount. Any remaining amount will
be added to the undistributed earnings from previgears and distributed in the following manner:
(a) shareholders’ dividends - 85%; (b) employeesius - 15%. Employees’ bonus will be distributed
in the same form as the distribution of dividermishareholders on a proportionate basis.

The above bonuses including shareholders and ergsbyonus can retain as undistributed earnings,
and distribute in future, as determined by the ehaiders at Annual General Meeting.
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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 takdfarm 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 Decemhet@B and 2014, there were no accrual for bonus to
employees and remuneration to directors and siugmeyi

Appropriation of earnings to legal reserve shalintede 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.

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.

Others equity items
1) Exchange differences on translating foreign apens

For the Years Ended December =

201: 201«
NT$ NT$ US$
(Note 6
Balance at January $(102,78) $ (49,14) $ (1,559
Exchange differences arising
translation of foreign entities 53,644 76,364 2,416
Balance at December 31 $ (49,141) $ 27,223 $ 861

2) Unrealized gain (loss) on available-for-salefinial assets

For the Years Ended December &

201z 201«
NTS$ NTS$ US$
(Note 6
Balance at January 1 $ 448,981 $ 506,926 $ 16,042
Unrealized gain on available-for-sale
financial assets 57,945 410,511 12,991
Balance at December 31 $ 506,926 $ 917,437 $ 29,033
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e.

f.

3) Unearned employee benefit

In the meeting of shareholders on June 18, 20Mshiareholders approved a restricted share plan

for employees. Refer to Note 29 for the informatid restricted shares issued.

Balance at January 1

Issuance of shares

Share-based payment expenses
recognized

Balance at December 31

Non-controlling interests

Balance at January 1
Attributable to non-controlling interests:
Share of loss for the year
Issue of employee share options by
subsidiaries

Difference between the fair value and

carrying amount from equity
transactions of subsidiaries

For the Years Ended December =

201: 201¢
NTS$ NTS$ US$
(Note 6,
$ - $ - $ -
- (270,258) (8,552)
- 60,445 1,913

$ - $ (209,813) $ (6,639

For the Years Ended December 31

Exchange difference arising on translation

of foreign entities
Non-controlling interest relating to

outstanding vested share options held by

the employees of subsidiaries
Disposal of subsidiary

Balance at December 31

Treasury shares

Purpose of Buy-back

December 31, 2(3

The Company’s shares held by
subsidiaries

2013 2014
NT$ NT$ Us$
(Note 6
$ 59,115 $ 47,021 $ 1,488
(52,592) (21,716) (687)
411 51 2
39,479 - -
146 404 13
462 - -

- - 12,659) _ (401)
$ 47,021 $ 13,101 $ 415

Number of
Shares, Number of
Beginning of  Increase During Shares,
Year The Year End of Year

(In Thousands) (In Thousands) (In Thousands)

_ 3,899 - 3,899
(Continued)
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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)
December 31, 20:
The Company’s shares held by
subsidiaries 3,899 - 3,899
(Concluded)

The Company'’s shares held by its subsidiariesea¢tid of the reporting periods were as follows:

Number of
Shares Held Carrying
Name of Subsidiary (In Thousands) Amount Market Price
NT$ NT$
December 31, 23
Hui Ying 3,89¢ $ 159,06: $ 26,16t
December 31, 20:
Hui Ying 3,89¢ 159,06: 27,02:
Number of
Shares Held Carrying
Name of Subsidiary (In Thousands) Amount Market Price
Us$ USs$
(Note 6 (Note 6
December 31, 20:
Hui Ying 3,89¢ $ 5,03 $ 85&

The Company’s shares held by subsidiaries are dedaas treasury shares; shareholders’ rights are
retained, except the rights to participate in @myrs issuance for cash and to vote.

25. REVENUE
For the Year Ended December 31
2013 2014
NT$ NT$ US$
(Note 6
Revenue from the sale of goods $ 22,184,381 $ 22,385,997 $ 708,418
Royalty revenue and others 20,039 28,216 893

$ 22,204,420 $ 22,414,213 $ 709,311

The analysis of the Group’s revenue and main prsduas disclosed in Note 37.
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OPERATIONS
Net loss was attributable to:

a. Other income

Interest income
Dividends
Others

b. Other gains and losses

Net foreign exchange gains
Net gains arising on financial assets

designated as at FVTPL

Net gains on disposal of investments

Impairment losses
Other losses

c. Finance costs

Interest on loans
Others

Less: Amounts included in the cost of

qualifying assets

26. NET PROFIT (LOSS) AND OTHER COMPREHENSIVE INCOM E (LOSS) FROM CONTINUING

For the Year Ended December 31

2013 2014
NT$ NT$ Ust
(Note 6
$ 122,360 $ 58,375 $ 1,847
60,821 89,780 2,841
26,214 30,074 952
$ 209,395 $ 178,229 $ 5,640

For the Year Ended December 31

2013 2014
NTS$ NT$ US$
(Note 6)

$ 108,447 $ 72,904 $ 2,307
18,522 18,392 582
2,973 39,076 1,237
- (124,785) (3,949)
(1,264) (24,900) (788)
$ 128,678 $ (19,313) $ (611)

For the Year Ended December 31

2013 2014
NT$ NT$ USs$
(Note 6
$ 341,829 $ 305,026 $ 9,653
15 16 1
6,948 23,654 749
$ 334,896 $ 281,388 $ 8,905
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Information about capitalized interest was as fefio

For the Year Ended December 31

2013 2014
NT$ NT$ US$
(Note 6
Capitalized interest $ 6,948 $ 23,654 $ 749
Capitalization rate 1.12% 1.72%-1.90%  1.72%-1.90%

Impairment losses on financial assets

For the Year Ended December 31

2013 2014
NTS$ NTS$ US¢
(Note 6
Trade receivables $ 1,976 $ 271 $ 9
Impairment losses on available-for-sale
financial assets - 124,785 3,949
Other non-current financial assets 2,151 - -

$ 4127 $ 125,056 $ 3,958

The above impairment loss of other non-currentrfonal assets was included in bad debt expense under
operating expenses.

Depreciation and amortization

For the Year Ended December 31

2013 2014
NT$ NTS$ uUst
(Note 6
Property, plant and equipment $ 7,521,836 $ 7,315,609 $ 231,507
Intangible asset 222,073 249,211 7,886

7,743,909 $ 7,564,820 $ 239,393

An analysis of depreciation by function

Operating costs $ 6,308,847 $ 6,220,079 $ 196,838
Operating expenses 1,212,989 1,095,530 34,669

7,521,836 $ 7,315,609 $ 231,507

An analysis of amortization by function

Operating costs $ 120,787 $ 151,700 $ 4,800
Selling and marking expense 322 702 22
General administration expense 63,633 61,555 1,948
Research and development expense 37,331 35,254 1,116

$ 222,073 $ 249,211 $ 7,886
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f.

Employee benefits expense

For the Year Ended December 31

2013 2014
NTS$ NT$ US$
(Note 6
Post-employment benefits (Note 23)
Defined contribution plans $ 254,995 $ 251,830 $ 7,969
Defined benefit plans 138,644 150,344 4,758
393,639 402,174 12,727
Share-based payments
Equity-settled share-based payments 411 60,496 1,914
Other employee benefits 5,943,371 5,683,227 179,849
Total employee benefits expense $ 6,337,421 $ 6,145,897 $ 194,490
An analysis of employee benefits expense by
function
Operating costs $ 2,967,966 $ 2,908,183 $ 92,031
Operating expenses 3,369,455 3,237,714 102,459

$ 6,337,421 $ 6,145,897 $ 194,490

Gain or loss on foreign currency exchange

For the Year Ended December 31

2013 2014
NTS$ NTS$ US¢
(Note 6
Foreign exchange gains $ 1,653,677 $ 514,934 $ 16,295
Foreign exchange losses (1,545,230) (442,030) (13,988)

$ 108,447 $ 72,904 $ 2,307

27. INCOME TAX RELATING TO CONTINUING OPERATIONS

a.

Income tax recognized in profit or loss
The major components of tax expense were as follows

For the Year Ended December 31

2013 2014
NTS$ NT$ US$
(Note 6
Current tax
In respect of the current year $ 5,239 $ 15,697 $ 497
In respect of prior years 42 (33) Q)
Deferred tax
In respect of the current year (194) (2,141) (68)
Income tax expense recognized in profit or
loss $ 5,087 $ 13,523 $ 428
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A reconciliation of accounting loss and curreniime tax expenses is as follows:

For the Year Ended December 31

2013 2014
NT$ NT$ USst
(Note 6
Income tax expense calculated at the statt
rate $(1,179,464) $(1,172,031) $ (37,090)
Permanent differences 92,236 (28,284) (895)
Unrecognized temporary differences (146,328) (4,526) (143)
Unrecognized loss carryforward 1,238,601 1,218,397 38,557
Adjustments for prior years’ tax 42 (33) (1)
Income tax expense recognized in profit or
loss $ 5,087 $ 13,523 $ 428

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

2013 2014
NT$ NT$ USs$
(Note 6
Current tax assets
Tax refund receivable $ 13,924 $ 18,782 $ 594
Current tax liabilities
Income tax payables $ 355,427 $ 302,416 $ 9,570

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
Balance Profit or Loss  Closing Balance
NT$ NT$ NT$

Deferred tax asse¢

Temporary differenc
Unrealized expense 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
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For the year ended December 31, 2014

Deferred tax asse¢

Temporary differenc
Unrealized expense and losses
Unrealized loss on inventories

Tax losses

Deferred tax asse¢

Temporary differnce
Unrealized expense and losses
Unrealized loss on inventories

Tax losses

Opening Recognized in
Balance Profit or Loss  Closing Balance
NTS$ NT$ NT$
$ 4,068 $ 1,738 $ 5,806
4,42t 2,141 6,56¢
905,612 - 905,612
$ 910,037 $ 2141 $ 912,178
Opening Recognized in
Balance Profit or Loss  Closing Balance
USsq Ust US$
(Note 6 (Note 6 (Note 6
$ 128 $ 55 $ 183
1 _ 13 24
13¢ 68 207
28,659 - 28,659
$ 28,798 $ 68 $ 28,866

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

Loss carryforwarc
Expire in 2015
Expire in 2016
Expire in 2017
Expire in 2018
Expire in 2019
Expire in 2020
Expire in 2021
Expire in 2022
Expire in 2023
Expire in 2024

December 31

2013 2014
NT$ NT$ US$
(Note 6
$ 20,184 $ 20,184 $ 639
66,581 66,581 2,107
200,436 200,436 6,343
345,714 278,215 8,804
963,803 826,960 26,170
433,984 238,123 7,536
509,463 301,201 9,532
616,700 389,967 12,341
7,285,370 5,047,583 159,734
- 7,098,093 224,623
$ 10,442,235 $ 14,467,343 $ 457,829
(Continued)
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December 31

2013 2014
NTS$ NTS$ US¢
(Note 6
Investment credits
Purchase of machinery and equipment  $ 7349 $ - $ -
Investment credits for stockholder 135,721 123,832 3,919

$ 143,070 $ 123832 $ 3,919

Deductible temporary differences $ 12,130,988 $ 11,815,775 $ 373,917
(Concluded)

The unrecognized investment credit will expire @18.
Information about unused investment creditssaduoss carry-forwards and tax-exemption

As of December 31, 2014, investment credits coragré:

Remaining Creditable Expiry
Law and Statutes Tax Credit Source Amount Year
NTS$ uUss$
(Note 6)
Statute for Upgrading Investment credits for $ 123,83: $ 3,91 2016
Industries stockholder
Loss carrforwards as of December 31, 2014 compodged
Unused Amoun
NT$ US$
(Note 6 Expiry Year

$ 3,431 $ 109 2015
11,319 358 2016
34,074 1,078 2017
47,297 1,497 2018
140,583 4,449 2019
40,481 1,281 2020
51,204 1,620 2021
646,864 20,470 2022
1,183,131 37,441 2023
1,206,676 38,186 2024

$ 3,365,060 $ 106,489
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f. Integrated income tax

December 31

2013 2014
NTS$ NT$ US$
(Note 6
Accumulated deficit
Generated before January 1, 1998 $ - $ - $ -
Generated on and after January 1, 1998 (7,178,843) (13,640,051) (431,647)

$ (7,178,843) $(13,640,051) $  (431,647)

Balance of the Imputation Credit Account $ 220,368 $ 289,482 $ 9,161

No tax creditable ratios were calculated for acclamed deficit of 2013 and 2014.
g. Income tax assessments

The Company'’s tax returns through 2012 have besesaed by the tax authorities except 2010. The
Company disagreed with the tax authorities’ assessraf its 2012 tax returns and had applied for
re-examination. The Company was also not satisfigl the results of the review of the 2009 tax

returns and had applied for appeal. Neverthelidgs,Company has provided for the income tax
assessed by the tax authorities.

28. LOSS PER SHARE
Unit: NT$ Per Share

For the Year Ended December 31

2013 2014
NTS$ NTS$ US$
(Note 6
Basic and diluted loss per share $ (179 $  (1.8Y $ (0.0¢

The amount of loss and weighted average numberdifary 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

2013 2014
NT$ NT$ US$
(Note 6
Loss for theyeal attributable tcshareholders ¢
the parent $ (6,305,647) $(6,461,208) $ (204,469)

Weighted average number of ordinary shares outstgrfoh thousand shares):

For the Year Ended December 31

2013 2014
Weighted average number of ordinary shares in ctaipa of basic
and diluted loss per share 3,517,563 3,517,574
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As disclosed in Note 29 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 2014.

29. SHARE-BASED PAYMENT ARRANGEMENTS

a. Employee share option plan

The Company

The Company has one employee stock option plaf@7'Plan”) approved by the ROC Securities and
Futures Bureau (SFB) to grant options up to 120t8060sand units. Each stock option may subscribe
for one new share of common stock of the Compariyhe options are valid for six years subsequent to
the grant dates and exercisable at certain pegentter the second anniversary from the gramt dat
The options were granted at the exercise priceldquéie higher of closing price of the Company’s
common shares listed on the TWSE. For any subseghanges in the Company’s capital surplus,
the exercise price is adjusted accordingly.

Information on employee share options was as falow

Unit:  Option Numbers in Thousand and NT$ Per Share

2007 Plan
Number of Weighted-average
Options Exercise
(In Thousands) Price
NT$ USst
(Note 6
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 - - -

The number and exercise prices of outstanding gti@d been adjusted to reflect the stock dividends
and the capital reduction making up for losses.

As of December 31, 2013, all outstanding vestedesbptions had been expired.
Mxtran

Approved by the board of directors of Mxtran on iz@; 2007, May 4, 2007, November 16, 2007,
December 21, 2007 and August 12, 2011, Mxtran wésogized to issue employee stock options for
1,409 thousand units, 74 thousand units, 17 thausans, 1,564 thousand units and 2,344 thousand
units, respectively. Each stock option may subscfor one new share of common stock of Mxtran.
The options are valid for six years and exercisableertain percentages after the second anniyersar
from the grant date. For any subsequent chang®éxiran’'s capital surplus, the exercise price is
adjusted accordingly.
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Mxtran cancelled and increased its share capitdl2)00 thousand shares and 20,000 thousand shares
on March 5, 2009 and March 9, 2009, respectivelyach stock option has subscribed for 0.4 common
stock share and the exercise price was subjecljigtanents for any change of capital structure.

Information on employee share options was as falow

For the Year Ended December 31

2013 2014
Number of Weighted- Number of
Options average Options Weighted-average
(In Thousands) Exercise Price (In Thousands) Exercise Price
NT$ NT$ uss$
(Note 6)

Balance at January 1 2,270 $ 10.30 1,732 $ 10.00 $ -
Options cancelled (538) - (423) - -
Balance at December 31 1,732 10.00 1,309 10.00

As of December 31, 2014, information about Mxtraaigstanding and exercisable options was as
follows:

Options Issued on or After January 1, 2004

and Outstanding Options Exercisable
Number of Remaining Number of
Outstanding Contractual Exercisable
Options Life (In Options
Range of Exercise Price  (Thousand) Years) Exercise Price (Thousand) Exercise Price
NTS$ US$ NT$ Uss$ NT$ US$
(Note 6) (Note 6) (Note 6)

$ 10.00 $ - 1,309 2.61 $ 10.00 $ - 1,309 $ 10.00 $

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

NT$ Us$
(Note 6)

Grant-date share price $ 3.23 $ 0.0
Exercise price 10.00 0.32
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 2014;attm@ensation cost recognized was NT$207
thousand and NT$51 thousand (US$1.61 thousang)ectgely. As of December 31, 2013 and 2014,
the estimated percentages of forfeiture due toitettion of employment over the remaining vesting
period were both 6%.

INFOMAX

Approved by the board of directors of INFOMAX on {2, 2007, November 16, 2007, December 21,

2007, April 2, 2010 and January 26, 2011, INFOMAXsvauthorized to issue employee stock options
for 2,577 thousand units, 423 thousand units, 1f@bdsand units, 8,654 thousand units and 1,346
thousand units, respectively. Each stock optiog sudbscribe for one new share of common stock of
INFOMAX. The options which were authorized on A#j 2007, November 16, 2007 and December
21, 2007 are valid for six years, six years anchteigears, respectively. The options granted are
exercisable at certain percentages after the seemmiversary from the grant date. For any

subsequent changes in INFOMAX's capital surplus,ekercise price is adjusted accordingly.
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INFOMAX cancelled and increased its share capyal®9,797 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 was dutgjeadjustments for any change of capital
structure.

Information on employee share option was as follows

For the Year Ended December 31

2013 2014
Number of Weighted- Number of
Options average Options Weighted-average
(In Thousands) Exercise Price (In Thousands) Exercise Price
NT$ NT$ Uss$
(Note 6)
Balance at January 1 9,743 $ 31.87 7,341 $ 31.87 $ 1
Options cancelled (2,402) (225) - -
Balance at December 31 7,341 31.87 7,116 31.87 1

As of December 31, 2014, information about INFOMAXSutstanding and exercisable options was as
follows:

Options Issued on or After January 1, 2004

and Outstanding Options Exercisable

Number of Remaining Number of
Outstanding Contractual Exercisable
Options Life (In Options
Range of Exercise Price  (Thousand) Years) Exercise Price (Thousand) Exercise Price
NT$ uss$ NT$ uss NT$ uss
(Note 6) (Note 6) (Note 6)
$ 31.87 $ 1 1,111 0.97 $ 31.87 $ 1 1,111 $ 31.87 $ 1
31.87 1 5,456 1.25 31.87 1 5,456 31.87 1
31.87 1 549 2.07 31.87 1 549 31.87 1
7,116 7,116

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

NT$ USs$
(Note 6)

Grant-date share price $ 5.17 $ 0.16
Exercise price 10.00 0.32
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 2014;attm@ensation cost recognized was NT$204
thousand and NT$0 (US$0), respectively. As of Demer 31, 2013 and 2014, the estimated
percentages of forfeiture due to termination of lmyyment over the remaining vesting period were both
3%.

Restricted Stock Plan for employees
In the shareholders’ meeting on June 18, 2014skfaeeholders approved a restricted stock plan for
employees of 2014, consisting of 123,251 thoushades and issuance price of NT$ O per share, which

has also been approved by the board of directordubn24, 2014. On August 19, 2014, the FSC
issued approval No. 1030031466 which approvedoiiais.
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On August 28, 2014, the Company’s board of directggproved a restricted stock plan, consisting of
38,365 thousand shares; the closing price of orgdishares of NT$7.76 was used as the basis for the
fair value of recognized compensation cost. Duentployees’ turnover, 37,301 thousand shares were
issued on December 25, 2014.

To meet the vesting conditions, an employee hasdet performance and other conditions over the
vesting period, as follows:

1) Remain employed by the Company within one ydi@r gahe grant date; and has a current year's
performance rating of “successful” (or higher) %40f restricted shares will be vested;

2) Remain employed by the Company within two yedtsr the grant date; and has a current year’s
performance rating of “successful” (or higher) 980f restricted shares will be vested;

3) Remain employed by the Company within three yedter grant date; and has a current year's
performance rating of “successful” (or higher) 980f restricted shares will be vested.

In addition to the vesting conditions, the limitats are as follows:

1) Employees, except for inheritance, should ndt sansfer, pledge, donate or in any other way
dispose of the shares.

2) The shares should be held in stock trust.

3) Except for the above two paragraphs, other sighitrestricted stock plan for employees, including
but not limited to, dividends, bonuses, the disifitn rights of legal reserve and capital surplus,
share options of cash capital and voting rightstudreholders, etc. are the same as the Group’s
issued ordinary shares.

4) The dividends of restricted stock plan for emples are not restricted by existing conditions.

When employees do not reach the vesting conditidmestricted stock plan for employees during the
year, the Company will recover and cancel the share

For the year ended of December 31, 2014, the cosagien cost recognized was NT$60,445 thousand
(US$1,913 thousand).

30. DISPOSAL OF SUBSIDIARIES
On April 23, 2014, the Group did not participateMioDioTek’s capital increase. Since the Group has
lost control over MoDioTek, it was no longer coridated. MoDioTek was required to be recognized on
the same basis as if it had been disposed of.

On August 28, 2014, the Group entered into a Sgkeement to dispose of MPI.  On September 10, 2014,
the disposal was completed; the date when conttdR) passed to the acquirer.
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MoDioTek

a. Analysis of assets and liabilities on the datgtrol was lost

April 23, 2014
NT$ USs$
(Note 6)

Current assets

Cash and cash equivalents $ 50,687 $ 1,604

Trade receivables 4,163 132

Other receivables 3,538 112

Inventories 2,412 76

Others 603 19
Non-current assets

Property, plant and equipment 2,599 82

Intangible assets 2,100 66

Others 1,665 53
Current liabilities

Trade payables (2,948) (93)

Other payables (4,464) (141)

Others (2,449) (78)
Net assets disposed of $ 57,906 $ 1,832

b. Gain on disposal of subsidiary

For the Year Ended December 3:

2014
NT$ uUs$
(Note 6)
Fair value of interest retained $ 64,205 $ 2,032
Net assets disposed of (57,906) (1,832)
Non-controlling interests 9,179 290
Gain on disposal $ 15,478 $ 490

Pl

a. Consideration received from the disposal

September 10, 2014

NT$ Us$
(Note 6)
Consideration received in cash and cash equivalents $ 32,448 $ 1,027
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Current assets
Cash and cash equivalents
Trade receivables
Other receivables
Inventories
Others
Non-current assets
Property, plant and equipment
Intangible assets
Others
Current liabilities
Trade payables
Other payables
Others

Net assets disposed of

Gain on disposal of subsidiary

Consideration received
Net assets disposed of
Non-controlling interests

Gain on disposal

b. Analysis of assets and liabilities on the datetio| was lost

Net cash inflow on disposal of subsidiary

Consideration received in cash and cash equivalents
Less: Cash and cash equivalent balances dispbsed o
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September 10, 2014

NT$

$ 11,104
2,697
168
5,163
2,087

988
1,904
1,054

(1,822)
(5,049)
(1,362)

$ 16,932

For the Year Ended December 3:

Uss$
(Note 6)

$ 351
85

5

163

66

31
60
33

(58)
(160)
__ (43

$ 533

NT$

$ 32,448

(16,932)

2,311

$ 17,827

For the Year Ended December 3:

Uss$
(Note 6)

$ 1,027
(536)
73

$ 564

NT$
$ 32,448
11,104

$ 21,344

Us$
(Note 6)

$ 1,027
351

$ 676



31. 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.

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

December 31

2013 2014
NT$ NT$ USs$
(Note 6
Not later than 1 year $ 94,419 $ 62,176 $ 1,968
Later than 1 year and not later than 5 years 160,378 119,670 3,787
Later than 5 years 247,964 217,055 6,869

$ 502,761 $ 398,901 $ 12,624

The lease payments recognized as expenses warkoasf

For the Year Ended December 31

2013 2014
NT$ NT$ USst
(Note 6)
Minimum lease payment $ 107,949 $ 107,569 $ 3,404

b. The Group as lessor

Operating leases relate to the building owned kbyGhoup with lease terms between 1 to 5 years.

operating lease contracts contain market reviewsela in the event that the lessee exercises itmopt
to renew. The lessee does not have a bargain gaeabption to acquire the property at the expiry of

the lease period.
The future minimum lease revenue from non-canclellaperating leases was as follows:

December 31

2013 2014
NTS$ NT$ US$
(Note 6
Not later than 1 year $ 4,054 $ 4,433 $ 140
Later than 1 year and not later than 5 years 9,195 4,509 143
13,249 $ 8,942 $ 283
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32. CAPITAL MANAGEMENT

The Group manages its capital to ensure that tbegwill be able to operate under the premiseooigy
concern and growth while maximizing the return h@areholders through the optimization of the delat an
equity balance.

The Group'’s strategy for managing the capital $tmecis to lay out the plan of product developmeamd
expand the market share considering the growthtlamanagnitude of industry and further developing an
integral plan founded on the required capacity,itahmutlay, 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 thénogl capital structure by estimating the profitapiof
products, operating profit ratio, and cash flowdzhen the competitiveness of products. The managem
of the Group periodically examines the capital dtite and contemplates on the potential costs igkd r
involved while exerting different financial toolsIn general, the Group implements prudent stratgfgy
risk management.

33. FINANCIAL INSTRUMENTS
a. Fair value of financial instruments
1) Fair value of financial instruments not carradair value

The management considers that the carrying amafntisiancial assets and financial liabilities
recognized in the consolidated financial statemaptgoximate their fair values or their fair values
cannot be reliably measured.

2) Fair value measurements recognized in the colagetl balance sheets

The following table provides an analysis of finahdhstruments that are measured subsequent to
initial recognition at fair value, grouped into ledg 1 to 3 based on the degree to which the fair
value is observable:

a) Level 1 fair value measurements are those derfineam 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 asseliawility, either directly (i.e. as prices) or
indirectly (i.e. derived from prices); and

c) Level 3 fair value measurements are those dgfnegn 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
NT$ NT$ NT$ NTS$
Financial assets at FVTPL
Derivative financial
instruments $ - $ 1,358 $ - $ 1,358
Available-for-sale financial
assets - non-current
Securities listed in ROC $ 815,226 $ - $ - $ 815,226
Securities listed in other
countries 136,107 - - 136,107
$ 951,333 $ - $ - $ 951,333
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December 31, 2014

Level 1 Level 2 Level 3 Total
NTS$ NTS$ NTS$ NT$
Financial assets at FVTPL
Derivative financial
instruments $ - $ 95 $ - $ 95
Available-for-sale financial
assets - non-current
Securities listed in ROC $ 982,975 $ - $ - $ 982,975
Securities listed in other
countries 260,167 - - 260,167
$ 1,243,142 $ - $ - $ 1,243,142
Financial liabilities at
FVTPL
Derivative financial
instruments $ - $ 7,113 $ - $ 7,113
Level 1 Level 2 Level 3 Total
US¢ US$ US$ US$
(Note 6 (Note 6 (Note 6 (Note 6’
Financial assets at FVTPL
Derivative financial
instruments $ - $ 3 $ - $ 3
Available-for-sale financial
assets - non-current
Securities listed in ROC $ 31,107 $ - $ - $ 31,107
Securities listed in other
countries 8,233 - - 8,233
$ 39,340 $ - $ - $ 39,340
Financial liabilities at
FVTPL
Derivative financial
instruments $ - $ 225 $ - $ 225

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 finangédilities were determined as follows:

a) The fair values of financial assets and findnigadilities with standard terms and conditions
and traded in active liquid markets were determivil reference to quoted market prices;

b) The fair values of derivative instruments weadcualated using quoted prices. If quoted price
for derivative instruments isn’'t available, caldida of fair value is by option derivative
instruments pricing model. Where such prices wase available, a discounted cash flow
analysis was performed using the applicable yielde for the duration of the instruments for
non-optional derivatives. The estimates and assang used by the Company were
consistent with those that market participants @ouse in setting a price for the financial
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instrument. Foreign currency forward contractsragasured using quoted forward exchange
rates and yield curve derived from quoted interaigts matching maturities of the contracts.

b. Categories of financial instruments

December 31

2013 2014
NTS$ NT$ US$
(Note 6
Financial assets
Fair value through profit or loss (FVTPL)

Held for trading $ 1,358 $ 9% 3 3
Loans and receivables (i) 15,592,460 11,162,496 353,243
Available-for-sale financial assets (ii) 1,066,221 1,356,541 42,929
Financial liabilities
Fair value through profit or loss (FVTPL)

Held for trading - 7,113 225
Amortized cost (iii) 23,904,995 20,568,146 650,892

i) The balances included loans and receivables imedsat amortized cost, which comprise cash and
cash equivalents, notes receivable and trade @duew (including receivables from related parties),
other receivables, and other financial assetsyihicy current and non-current assets).

i) The balances included the carrying amount @filable-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-teandqincluding 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 ead 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 purchagesh exposed to foreign currency risk.
Exchange rate exposures were managed within apprpekcy parameters utilizing forward
foreign exchange contracts.
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b)

Sensitivity analysis

The Group was mainly exposed to the USD and JPY.

Sensitivity analysis of rate is for the transaciam currencies other than the entity’s functional
currency (foreign currencies) which are recogniaedhe rates of exchange prevailing at the
dates of the transactions.

The following table details the Group’s sensitivitya 3% and 10% increase in New Taiwan
dollars (the functional currency) against the ralgvforeign 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 Ended December 3. For the Year Endec December 3.
2013 2014 2013 2014
NTS$ NT$ US$ NT$ NT$ US$
(Note 6 (Note 6
Pre-tax los: $21,04: $10,68! $ 33¢ $59,36: $34,16: $ 1,081

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 riskmanaged by the Group by maintaining an
appropriate mix of fixed and floating rate borrogsn

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

December 3.
2013 2014
NTS$ NTS$ US$
(Note 6)
Fair value interest rate risk
Financial assets $ 9,878,50 $ 4,868,20: $ 154,05
Financial liabilities 566,57 1,599,00! 50,60:
Cash flow interest rate risk
Financial assets 2,267,60! 2,933,34 92,82¢
Financial liabilities 18,599,89 14,751,97! 466,83!

Sensitive analysis

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

If interest rates had been 50 basis points higheefl, the Group’s pre-tax loss for the years
ended December 31, 2013 and 2014 would increaseétsx by NT$92,999 thousand and
NT$73,760 thousand (US$2,334 thousand), respegtivel

Other price risk

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

Equity investments are held for strategic rath@ntlrading purposes. The Group does not
actively trade these investments.
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2)

3)

Sensitive analysis

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

If equity prices had been 10% higher/lower, eqtotythe years ended December 31, 2013 and
2014 would have increased/decreased by NT$95,188séamd and NT$124,314 thousand

(US$3,934 thousand), respectively, as a resuli@fchanges in fair value of available-for-sale

investments.

Credit risk

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

Business related credit risk

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

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

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

As of December 31, 2013 and December 31, 2014Gtbap’s ten largest customers accounted for
54% and 52% of total trade receivables (includiegervables from related parties), respectively.
The Group believed the concentration of credit nss relatively insignificant for the remaining
trade receivables.

Financial credit risk

The Group’s exposure to financial credit risk whimrtained 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.

Liquidity risk

The objective of liquidity risk management is tesere 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 December 31, 2014, the Group had availamidlized overdraft and short-term bank
loan facilities of approximately NT$4,655,742 thand and NT$3,922,524 thousand (US$124,131
thousand), respectively.
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a)

b)

Liquidity and interest risk rate tables for nberivative financial liabilities

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 liabilitiesrin 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 demeladse were included in the earliest time
band regardless of the probability of the banksosingy to exercise their rights. The maturity
dates for other non-derivative financial liabilgierere based on the agreed repayment dates.

To the extent that interest flows are floating r#tte undiscounted amount was derived from the
expected borrowing interest rate at the end ofaperting period.

December 31, 2013

On Demand or

Less than
1 Year 1-3 Years 3-5 Years 5+ Years Total
NT$ NTS$ NTS$ NT$ NT$
Non-derivative financial liabilities
Non-interest bearing $ 4754779 $ - $ - $ - $ 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, 2014
On Demand or
Less than
1 Year 1-3 Years 3-5 Years 5+ Years Total
NT$ NTS$ NTS$ NT$ NT$
Non-derivative financial liabilities
Non-interest bearing $ 4217171  $ - $ - $ - $ 4,217,171
Variable interest rate liabilities 12,929,684 1,704,910 443,796 - 15,078,390
Fixed interest rate liabilities 1,603,482 - - - 1,603,482
$ 18,750,337 $ 1,704910 $ 443796 $ - $ 20,899,043
On Demand or
Less than
1 Year 1-3 Years 3-5 Years 5+ Years Total
US$ Uss Uss US$ US$
(Note 6) (Note 6) (Note 6) (Note 6) (Note 6)
Non-derivative financial liabilities
Non-interest bearing $ 133455 $ - $ - $ - $ 133,455
Variable interest rate liabilities 409,167 53,953 14,044 - 477,164
Fixed interest rate liabilities 50,743 - - - 50,743
$ 593,365 $ 53,953 $ 14,044 $ - $ 661,362

The amounts included above for variable intereg rastruments for both non-derivative
financial assets and liabilities was subject tongfeaif changes in variable interest rates differ
from those estimates of interest rates determinhéaeaend of the reporting period.

Liquidity and interest risk rate tables for detive financial liabilities
The following table detailed the Group’s liquiditgnalysis for its derivative financial
instruments. The table was based on the undiseduobntractual net cash inflows and

outflows on derivative instruments that settle ameabasis, and the undiscounted gross inflows
and outflows on those derivatives that require gettlement. When the amount payable or
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receivable is not fixed, the amount disclosed leenlxletermined by reference to the projected
interest rates as illustrated by the yield curtgbh@end of the reporting period.

December 31, 2013

On Demand or

Less than 3 Months to
1 Month 1-3 Months 1 Year 1-5 Years 5+ Years
NT$ NTS$ NTS$ NT$ NT$
Gross settled
Foreign exchange forward
contracts
Inflows $ 179,924 $ - $ - $ - $
Outflows 178,566 - - -

December 31, 2014

On Demand or

Less than 3 Months to
1 Month 1-3 Months 1 Year 1-5 Years 5+ Years
NT$ NT$ NT$ NT$ NT$
Gross settled
Foreign exchange forward
contracts
Inflows $ 562,947 $ - $ - $ - $
Outflows 569,965 - - -

On Demand or

Less than 3 Months to
1 Month 1-3 Months 1 Year 1-5 Years 5+ Years
Us$ USs$ USs$ uUss$ Us$
(Note 6) (Note 6) (Note 6) (Note 6) (Note 6)
Gross settled
Foreign exchange forward
contracts
Inflows $ 17,815 $ - $ - $ - $
Outflows 18,037 - - -

34. 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. Operating revenues
For the Year Ended December 31

Listed Account Related Parties Categories 2013 2014
NTS$ NTS$ USs$
(Note 6)
Sales Key management personnel $ 6,194,58 $ 5,322,67! $ 168,43
Others 2,62¢ 2,32] 73
Associates - 2,31¢ 73

$ 6,197,21 $ 5,327,31! $ 168,58!

Sales prices to related parties were not compatalfeose with external customers as the Group was
the products sold by specific purpose for differenstomer. The sales terms to the related parties
were between 30 to 60 days after monthly closimgilar to those with external customers.
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b. Purchases

For the Year Ended December 31

Related Parties Categories 2013 2014
NT$ NT$ UsSs$
(Note 6)
Key management person $ 1,112,719 $ 187,672 $ 5,939

Materials purchased from related parties were usdélde manufacturing process. The payment term
was 30 days after monthly closing, similar to thagth external vendors.

c. Trade receivables from related parties:

December 31

Listed Account Related Parties Categories 2013 2014
NTS$ NTS$ Uss$
(Note 6)
Receivables from Key management personnel $ 457,90: $ 482,21 $ 15,26(
Related

parties, net Associates - 784 25
Others 348 182 5
The Group is its major 56 - -

management authority

458,302 $ 483,179 $ 15,290

Other receivables Associates $ - $ 217 $ 7
The Group is its major - 32 1

management authority
$ - $ 24¢ $ 8
The outstanding trade receivables from relatedgsadre unsecured. No expense was recognized for
the years ended December 31, 2014 and 2013 favaaiice for impaired trade receivables with respect

to the amounts owed by related parties.

d. Trade payables to related parties:

December 31

Listed Account Related Parties Categories 2013 2014
NT$ NTS$ Us$
(Note 6)
Payables to relatedThe Group is its major $ 90,57( $ 62,95 $ 1,99
parties management authority
Associates - 22¢ 7
Key management personnel 14 - -

$ 90,58 $ 63,18t $  2,00C

The outstanding trade payables from related paatiesinsecured and will be settled in cash.
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e. Other transactions

For the Year Ended December 31

Listed Account Related Parties Categories 2013 2014
NTS$ NTS$ USs$
(Note 6)

Manufacturing The Group is its major $ 441,416 $ 275,775 $ 8,727
expense management authority

Operating expenseOthers $ 25,000 $ 24,000 $ 759

Key management personnel 4,442 2,011 64

The Group is its major 1,156 321 10
management authority

Associates - 212 7

$ 30,598 $ 26,544 $ 840

Software and Associates $ - $ 1,710 $ 54
pattern revenue
The Group is its major 732 189 6
management authority

$ 732 $ 1,899 $ 60
Rental revenue Associates $ - $ 3,792 $ 120

The subcontract processing charges and operatpeneg of related parties were comparable to those
with other vendors. The payment term was 75 dégs monthly closing.

The Group leases offices to associates (rentalsclassified under other gains and losses). The
amount of lease payment was based on the officmdpased by each related party and was collected
on a monthly basis.

Under certain contracts, the Group authorized theve related parties to use the Group’s pattern and
software. The specifically negotiated terms weyecomparable to those with external customers.

f. Other assets disposed

For the Year Ended December 31

2013 2014
Gain Gain (Loss)
Parties (Loss) on on
Listed Account Categories Price Disposal Price Disposal
NT$ NT$ NT$ uss NT$ uss
Gain on disposal investm¢  Key managemer $ - $ - $ - $ - $ 15,478 $ 490
personnel
Associate - - 32,448 1,027 17,827 564
$ - $ - $ 32,448 $ 1,027 $ 33,305 $ 1,054

Gain on disposal of investment was included in iogjfaéns and losses, please see note 30.
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g. Compensation of key management personnel

The remuneration of key management personnel eoy¢ars ended December 31, 2013 and 2014 was

as follows:
For the Year Ended Decembe 31
2013 2014
NTS$ NTS$ US$
(Note 6
Short-term benefits $ 154,523 $ 127,599 $ 4,038
Post-employment benefits 118,306 121,793 3.854

$ 272,829 $ 249,392 $ 7,892

The remuneration of key executives was determinethé remuneration committee having regard to
the performance of individuals and market trends.

35. ASSETS PLEDGED AS COLLATERAL OR FOR SECURITY

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

December 31

2013 2014
NT$ NT$ uUss$
(Note 6
Property, plant and equipment, net $ 17,425,003 $ 14,573,603 $ 461,190
Pledge deposits (classified as other financial
assets - non-current) 168,077 165,799 5,247

$ 17,593,080 $ 14,739,402 $ 466,437

36. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGN IZED COMMITMENTS

In addition to those disclosed in other notes, iigaint commitments and contingencies of the Grasf
December 31, 2014 were as follows:

a. As of December 31, 2013 and 2014, unused lettiecsedit amounted to approximately NT$0 and
NT$6,647 thousand (US$210 thousand), respectively.

b. Unrecognized commitments are as follows:

December 31
2013 2014
NTS$ NTS$ US¢
(Note 6

Acquisition of property, plant and equipment $ 1,201,949 $ 639,834 $ 20,248
c. The Company entered into the Phase-change metaciyology agreement with IBM Company in

January 2010, and the term of the agreement is framuary 2010 to January 2013. Under the
agreement, both parties had to share in the retagpenditures of the technology development, aad th
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Company had completed the payment in January, 20I3he 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, 2014, the Company has paid
US$6,300 thousand and unrecognized commitment $2(180 thousand.

d. The Company entered into the Patents Cross-écégreement 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 in April 2011.

e. In August 2013, Spansion Inc. (“Spansion”) filedawsuit against the Company in both the U.S.
International Trade Commission (“ITC”) and the UDsstrict Court in California concurrently, allegn
that the Company infringed its patents. In Aprill2Q Spansion filed a lawsuit against the Company
again. The Company hired a U.S. attorney to radgonthe charges and contend that the patents
asserted against the Company are invalid and thmp@oy did not infringe those patents. In
November 2013, the Company filed petitions to tH& Ratent and Trademark Office (“USPTQO”) to
counter Spansion’s charges. USPTO's investigaims been started and will be completed in 2015.
Moreover, in October 2013, the Company filed a laitvagainst Spansion in the U.S. District Court for
the Eastern District of Virginia; however, for thenvenience of the litigants, the case was traresler
to the District Court in Northern District of Califnia. To protect its interests, the Company filed
separate lawsuits in the ITC in December 2013 ane 2014, alleging that Spansion and its affiliated
companies and customers infringed its patents. addition, the Company also filed separate latgsui
in the Germany District Court of Mannheim and theri@any District Court of Munich in July 7, 2014
and September 12, 2014, respectively, alleging$pansion and its affiliated companies and custemer
infringed its patents. The global patent litigatend disputes were settled in January, 2015.

f. Creative Integrated System, Inc. (“CIS”) filedaavsuit against the Company and one of its susat
Macronix America Inc. (“MXA”) with the U.S. DistricCourt in California, alleging that the Company

infringed two of its patents. The company compmedi with CIS and this lawsuit was settled in
March 2014.

37. 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

Foreign Exchange Carrying
Currencies Rate Amount
Financial assets
Monetary items
JPY $ 4,716,939 0.28 $ 1,320,743
uUsD 87,022 29.81 2,594,126
$ 3,914,869
Financial liabilities
Monetary items
JPY 2,596,871 0.28 $ 727,124
UsD 57,494 29.81 1,713,896
$ 2,441,020
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38.

December 31, 2014

Foreign Exchange Carrying
Currencies Rate Amount
Financial assets
Monetary items
JPY $ 3,208,671 0.26 $ 834,254
UsD 85,878 31.65 2,718,039
$ 3,552,293
Financial liabilities
Monetary items
JPY 1,894,756 0.26 $ 492,637
uUsD 56,627 31.65 1,792,245
$ 2,284,882

SEPARATELY DISCLOSED ITEMS
Information on significant transactions and infotio@a 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% af th
paid-in capital: None

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 padimeunting to at least NT$100 million or 20% of the
paid-in capital: Table 2 (attached)

h. Receivables from related parties amounting tleadt NT$100 million or 20% of the paid-in capital
Table 3 (attached)

I.  Trading in derivative instruments: Please se&eN
j- Intercompany relationships and significant iotBnpany transactions: Table 5 (attached)

k. Information on investees: Table 4 (attached)
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[. 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 limitlo# amount of investment in the mainland China
area: Table 6 (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
37. SEGMENT INFORMATION
Information reported to the chief operating decisinaker for the purposes of resource allocation and
assessment of segment performance focuses on ke 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 net operating revenue and results

The following was an analysis of the Group’s negraging revenue and results by reportable segment.

Segment Net Operating Revenue
For the Year Ended December 31

2013 2014
NT$ NT$ Ust
(Note 6
Memory products and wafer fabricat $ 22,124,54 $ 22,359,77 $ 707,58t
IC design 79,87: 54.,43" 1,72z
Total $ 22,204,42 $ 22,414,21 $ 709,31:

Segment Loss from Operations and Net loss
For the Year Ended December 31

2013 2014
NT$ NT$ Ust
(Note 6

Memory products and wafer fabricat $ (5,702,68) $ (5,829,87) $ (184,49
IC design (653,64 (492,95 (15,600
Loss from operatiot (6,356,32) (6,322,83) (200,091
Other incom 209,39! 178,22 5,64(
Other gains and losse 128,67t (19313) (611)
Share of loss cassociate - (24,097 (769)
Finance cost: (334,891 (281,38)) (8,90%)
Loss before tax $ (6,353,15) $ (6,469,40) $ (204,729
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b. Segment total assets and liabilities

December 31
2013 2014
NT$ NTS$ Us$
(Note 6

Segment assets
Memory products and wafer fabrication $ 52,687,55 $ 44,087,90 $ 1,395,18

IC design 1,342.,44. 754,67 23,88:
Consolidated total assets $ 54,030,00 $ 4484257 1,419,06

Segment liabilities

Memory products and wafer fabrication $ 25,212,79 $ 22,003,43 $ 696,31:

IC design 91,41( 60,90¢ 1,927
Consolidated total liabilities 25,304,220 $ 22.064,34 $ 698,23

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

The Group’s net operating revenue from externaloraers by location of operations and information
about its non-current assets by location of assetsletailed below.

Revenue fron External Customers Non-current Assets
Year Ended December 3 December 3:
2013 2014 2013 2014
NT$ NT$ USt NT$ NT$ (VK]
(Note 6, (Note 6,

Taiwar $18,164,16 $19,041,27 $ 602,57 $26,547,29 $20,925,51 $ 662,20
Chine 3,012,96. 2,757,09. 87,25( 298,43 296,08: 9,37(
Other: 1,027,29 615,84t 19,48¢ 292,85¢ 271,11 8,57¢

$22,204,42  $22,41421 $ 709,31: $27,138,58  $21,492,70 $ 680,14
Non-current assets exclude financial instrumentsdaferred tax assets.
d. Information about major customers
Single customers contributed 10% or more to theu@eonet operating revenue were as follows:

For the Year Ended December 3.

2013 2014
NT$ NT$ USs$
(Note 6)
Customer A $ 6,194,587 $ 5322675 $ 168,439

Note: Revenue from flash and foundry.
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MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

MARKETABLE SECURITIES HELD

DECEMBER 31, 2014

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 1

December 31, 2014

Holding Company Name Type and Name of Marketable Securities Relatlonshlg with the Holding Financial Statement Account | Shares/Units Carrying Percentage of Fair Value Note
ompany .
(In Thousands) Amount Ownership (Note 3)
The Company _ Stock
Ardentec Corporation The Company serves as membgkwilable-for-sale financial assets - 35,243,366 $ 919,853 7.40 $ 919,853 Note 1
its board of directors non-current
United Industrial Gases Co., Ltd. None Financial assets measuretl-aticos 6,671,877 58,500 3.06 140,637 Note 2
non-current
Zowie Technology Co., Ltd. None Financial assets measured at gost - 20,426 - 0.18 74 Note 2
non-current
Aetas Technology Inc. None Financial assets measured at gost - 145,850 - 0.29 - -
non-current
Honbond Venture Capital Co., Ltd. The Company serves as membinahcial assets measured at cost - 4,624,425 20,717 15.00 22,971 Note 2
its board of directors non-current
Macronix (BVI) Co., Ltd. _Stock
Chipbond Technology Corporation None Available-for-sale financialssset 1,088,319 63,122 0.17 63,127 Note 1
non-current
Key ASIC Bhd None Available-for-sale financial assets - 26,924,500 13,404 3.34 13,404 Note 1
non-current
Tower Semiconductor Ltd. None Available-for-sale financial asset 584,893 246,763 1.01 246,763 Note 1
non-current
Global Strategic Investment Fund(Cayman) None Financial assetsn@eat cost - 490,000 - 2.52 9,938 Note 2
non-current
Global Strategic Investment Fund(Samoa) None Financial assetsretkascost - 1,739,783 34,182 4.90 58,488 Note 2
non-current
Hui Ying Investment, Ltd. _ Stock
Macronix International Co., Ltd. The Company Available-for-sale firmassets - 3,899,382 27,023 0.11 27,023 Note 1
non-current
Raio Technology Co., Ltd. None Financial assets measured at gost - 876,968 - 10.57 20,773 Note 2
non-current

Note 1: The market value was based on the closing price as of December 31, 2014.

Note 2: The calculation is based upon the most recent financial stdteavailable to the Company.

Note 3: Active Market is market value; and No Active Market isvakue, which calculated by closing rate.
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MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AMOUNTI NG TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2014

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 2

Transaction Details

Abnormal Transaction

Notes/Accounts Receivabl

D

_ _ (Payable)
Buyer Related Party Relationship Purchase % 10 — Payment ) % 10 Note
Amount Payment Terms Unit Price Ending Balance
Sale Total Term Total
The Company MegaChips Corporation Its subsidiary, Shun Yin Investniailgs $ 5,322,675 24% |30 days after monthly closing Note 34 Note 34 $ 482|2185% -
is represented in MXIC’s board of
directors
Macronix (Hong Kong) Co., Ltd{Indirect subsidiary Sales 2,533,256 11% |45 days after monthly closing Note 38 Note 38 355(2421% -
Macronix America Inc. Subsidiary Sales 532,982 2% |Net 60 days Note 38 Note 38 59,993 2% -
Macronix (Hong Kong) |The Company Indirect subsidiary Purchase  US$ 83/9180% | 45 days after monthly closing No materidd material| US$ 11,231 100% -
Co., Ltd. difference difference
Macronix America Inc. | The Company Subsidiary Purchase  US$ 17,880% | Net 60 days No materidllo material| US$ 1,896 38% -
difference difference
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TABLE 3

MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 M ILLION OR 20% OF THE PAID-IN CAPITAL

DECEMBER 31, 2014
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

: , . Overdue Amounts Received in Allowance for
Company Name Related Party Relationship Ending Balance Turnover Rate Amount Action Taken Subsequent Period Impairment Loss
The Company MegaChips Corporation Its subsidiary, Shun Yin Investment, i$ 482,213 11.32 times $ - - JPY 1,822,423 thousand $
represented in MXIC’s board of
directors
Macronix (Hong Kong) Co., Ltd. Indirect subsidiary 355,242 7.05 times - - US$ 11,231 thousand -
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MACRONIX INTERNATIONAL CO., LTD. AND SUBSIDIARY

INFORMATION ON INVESTEES

FOR THE YEAR ENDED DECEMBER 31, 2014
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 4

Original Investment Amount

Balance as of December3 2014

Net Income (Loss

Investor Company Investee Company Location Main Busesses and Products December 31, 2014 December 31, Percentage of Carrying Amount of the Investee Share of Profit Note
2013 Shares . (Loss)
(Note 1) Ownership (Note 2) (Note 3)
(Note 1)
The Company Macronix America Inc. San Jose, CalifgrU.S.A. Marketing $ 2640 | $ 2,640 100,000 100.00 $ 217,532 $ (44,963) $ (44,963),
Macronix (BVI) Co., Ltd. Tortola, British Virginslands | Investment holding company 7,348,057 7,348,057 223,300,000 100.00 1,577,739 (182,465) (182,465)
Hui Ying Investment, Ltd. Taipei, Taiwan Investrhen 500,000 500,000 - 100.00 24,238 23 (702)
Run Hong Investment, Ltd. Taipei, Taiwan Investimen 984,432 984,432 - 100.00 28,969 (13,930) (13,930)
Infomax Communication Co., Ltd. Hsinchu, Taiwan sBhand chip, analog baseband chip, and power maeage 1,502,711 1,502,711 150,271,240 97.25 629,458 (299,772) (291,528)
chip
Mxtran Inc. Hsinchu, Taiwan Combi-SIM IC and tketated service 607,379 607,379 60,627,800 89.16 37,596 (108,437) (96,682)
MoDioTek Co., Ltd. Hsinchu, Taiwan Mobile audi@gibrm and smart remote controller 59,944 430,232 5,994,371 20.61 34,010 (125,680) (38,040)
Macronix (BVI) Co., Ltd. New Trend Technology Inc. San Jose, California, U.S.A. IC design 850,637 850,637 25,850,000 100.00 306,297 (7,418) Note 4
Macronix Europe NV. Belgium After-sale service 2,106 2,106 999 100.00 95,071 6,775 Note 4
Macronix Pte Ltd. Singapore After-sale service 3,291 3,291 174,000 100.00 16,943 1,027 Note 4
Macronix (Hong Kong) Co., Ltd. Hong Kong Marketing 378,427 378,427 89,700,000 100.00 504,664 (91,218) Note 4
Macronix (Asia) Limited Cayman Island Investmentding company 26,325 26,325 800,000 100.00 50,383 4,355 Note 4
Run Hong Investment, Ltd. Infomax Communication,Cad. Hsinchu, Taiwan Baseband chip, analog basbhip, and power management 27,423 27,423 2,742,506 1.77 11,456 (299,772) Note 4
chip
Mxtran Inc. Hsinchu, Taiwan Combi-SIM IC and tetated service 34,271 34,271 3,393,200 4.99 2,107 (108,437) Note 4
MoDioTek Co., Ltd. Hsinchu, Taiwan Mobile audi@gibrm and smart remote controller 4,241 30,442 403,245 1.39 2,294 (125,680) Note 4
Hui Ying Investment, Ltd. MoDioTek Co., Ltd. HsinchTaiwan Mobile audio platform and smart remotetoaller 4,241 30,442 403,245 1.39 2,294 (125,680) Note 4
Infomax Communication Co., Ltd. Infomax Holding Chbtd. Samoa Investment holding company 264,448 235,494 8,570,000 100.00 12,940 (28,186) Note 4
Infomax Holding Co., Ltd. Infomax Holding Companiniited Hong Kong Investment holding company 21,5 96,022 23,352,500 100.00 7,721 (3,014) Note 4
Mxtran Inc. Mxtran Holding (Samoa) Co., Ltd. Samoa Investment holding company 27,809 27,809 920,000 100.00 1,221 (6,548) Note 4
Mxtran Holding (Samoa) Co., Ltd. Mxtran (H.K.) Haidg Co., Limited. Hong Kong Investment holding cany 23,880 23,880 6,152,000 100.00 909 (6,546) Note 4

Note 1:

Note 2:

Note 3:

Note 4:

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

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

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT TRANSACTIONS

FOR THE YEAR ENDED DECEMBER 31, 2014
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 5

Transaction Summary

. . . . Relation
Transaction Subject Transaction Object (Note 1) Account Amount Term of Transaction % to Total Assets or
Total Revenue
MXIC MXHK 2 Sales $ 2,533,256 Note 2 11%

Notes receivable and trade receiva 355,242 1%

MXE 2 Operating expenses 115,070 1%
Trade payables 21,293 -

MXA 1 Sales 532,982 Note 2 2%
Operating expenses 169,974 1%
Notes receivable and trade receiva 59,993 -
Trade payables 93,010 -

Mxtran 1 Rental revenue 5,648 Note 3 -

MX Asia 2 Operating expenses 107,030 -
Trade payables 18,585 -

INFOMAX 1 Rental revenue 7,511 Note 3 -

Note 1: 1. Transaction was between the parent company and subsidiaries.

2. Transaction was between the parent company and indirect subsidiaries.

Note 2: The sale price referred to the product price to end customer.

Note 3: The Company leased office to related parties and collectatirearenue according to the floor space per month.

Note 4: The transaction terms with related parties were 30 to 60 daysaftthly closing and were similar 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, 2014
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 6

Accumulated Investment Flows Accumulated
. . 0 .
Total Amount of Outward Remittance Outward Remittance A) Ownersh|p for Investment Gain | Carrying Amount as Accumul_ated Inward
. . S ] Method of for Investment from for Investment from Net Income (Loss) | Direct or Indirect Remittance of
Investee Company Main Businesses and Products Paid-in Capital . f Outward . f fth (Loss) of December 31, 2014, d
(Note 3) Investment Taiwan as o (Note 3) Inward Taiwan as o of the Investee Investment (Note 5) (Note 6) Investment Income ag
January 1, 2014 December 31, 2014 (Note 4) of December 31, 201
(Note 3) (Note 3)
Macronix Microelectronics Development of integrated circuit $ 296,160 (Note 1) $ 296,160 $ - $ %,260 $ 6,552 100.00% $ 6,552 $ 354,644 $ -
(Suzhou) Co., Ltd. system and software
Infomax Communication Software, rendering and technical 82,415 (Note 2) 82,415 - 82,415 (2,228) 99.02% (2,206) 114, -
(Suzhou) Co., Ltd. service
Maxtran Technology Co., Ltd.| Technical support ohi-SIM IC 23,435 (Note 2) 23,435 - 23,435 (6,547) 94.15% (6,164) 142 -

Accumulated Investment in Mainland China as of
December 31, 2014

Investment Amount Authorized by the Investment

Commission, MOEA

Upper Limit on Investment

$ 402,010
(Note 3)

$ 402,010
(Note 3)

$ 13,659,076

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

The foreign currency amount was conveméa New Taiwan dollars at the historical excharage.r

The Company invested in a company locatéddinland China indirectly through the existingrgqaany in the third country.

The Company invested in a company locatéd&inland China indirectly through the investirgrgpany in the third country.

The percentage of ownership is based ototheholding percentage owned by the Companyitsrglibsidiaries.
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