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Independent Auditors’ Report

To the Board of Directors of Nanya Technology Corporation:
Opinion

We have audited the financial statements of Nanya Technology Corporation (“the Company™), which comprise
the balance sheets as of December 31, 2017 and 2016, and the statements of comprehensive income, changes in
equity and cash flows for the years ended December 31, 2017 and 2016, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2017 and 2016, and its financial performance and its cash flows
for the years ended December 31, 2017 and 2016, in accordance with the Regulations Governing the Preparation
of Financial Reports by Securities Issuers.

Basis for Opinion

We conducted our audit in accordance with the Regulations Governing Auditing and Certification of Financial
Statements by Certified Public Accountants and the auditing standards generally accepted in the Republic of
China. Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in accordance with
the Certified Public Accountants Code of Professional Ethics in Republic of China (“the Code™), and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis of our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.

1. Revenue recognition

Revenue recognition is a key audit matter as the Company provides a number of different sales terms to
customers, that there is a risk that rights of the ownership of the products may not have been transferred to
customers at the appropriate timing. In the consideration of the proper cut-off of revenue recognition, it has
been identified as a key audit matter in financial statements. Please refer to Note 4(0) to the financial
statements for the details of the accounting policy of revenue recognition.

The principal audit procedures performed to address the aforementioned key audit matter included testing the
related manual controls in the sales and payment collection cycle, checking and reconciling the information
from the sales system to the general ledger, and vouching to original documents during a selected period of
time before and after the balance sheet date to evaluate whether the revenue is recorded in the appropriate
period.
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2. Valuation of inventories

The Company recognizes a loss from the devaluation of inventories based on the lower of cost or net
realizable value method on a quarterly basis. The international market price of DRAM has significantly
affected the net realizable value of inventories. Therefore, the evaluation of inventory has been identified as
a key audit matter in the financial statements. Please refer to Notes 4(g), 5(a) and 6(f) to the financial
statements for the details of the accounting policy, judgments, and major sources of estimation uncertainty
and disclosure information about inventory valuation respectively.

The principal audit procedures performed to address the aforementioned key audit matter included
understanding the basis adopted by the management in the estimate of net realizable value, and sampling to
test the reasonableness of the net realizable value.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with Regulations Governing the Preparation of Financial Reports by Securities Issuers and for such internal
control as management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’ s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so.

Those charged with governance (including the audit committee) are responsible for overseeing the Group's
financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with the auditing standards generally accepted in the Republic of China will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with auditing standards generally accepted in the Republic of China, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also:

1. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.
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3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

6. Obtain sufficient and appropriate audit evidence regarding the financial information of the entities of the
investments in other entities accounted for using the equity method. We are responsible for the direction,
supervision and performance of the audit. Regulations Governing the Preparation of Financial Reports by
Securities Issuers.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Hsiu-Lan Chen and
Hui-Chih Ko.

KPMG

Taipei, Taiwan (Republic of China)
February 26, 2018

Notes to Readers

The accompanying financial statements are intended only to present the financial position, financial performance and its cash flows in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities Issuers and not those of any other
jurisdictions. The standards, procedures and practice to audit such financial statements are those generally accepted and applied in the
Republic of China.

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



*SIUAWIAIS [BISUBUT O] Sotou Sulduedwonoe 998

I
I

001 STCGOZOEl 0T GLEOISUST § Ayuba pug sapgel |E10L 0T STeGOLDET . 001 GLEOISOSI & §)385€ |€30),
€9 BIFCrs o8 8% 99666 L Lynbo [eyo), - -
~ (CEFLpE) - - saIeys Ainseal] 00SE
9 101°68LL - (e9%8) IsalzUl Agnba O 00vE
L2 980°96Z'9t 9  ObPYEL'69 sBujures paufeal pajerdoiddenn) 0SEE
- oLs'y - - aaJasal [zaadg 0TEE
T 6T6'I6LT € LSOPOL'S oAlo504 Tee7] o1ee
8 LOO'ECSIL Gl 161°LLT'LE snjduns [ende]y 00TE
- - - RE6'£TT PUOq IQIHIAUOD WOY SRS MOU 0] JUSWI[INUI JO 2BIYIIDY) DE1E
0T 859°S8HLZ 07 Z3€'6E9'6T a1eys Alewipio olLE
((0)(u) s30N) Annby
L€ LI§95[1% 0 VIE9IS Sl SR (8101,
Tl BP6L8LLI T TEOTE6E SOTHIIGE]] JUSLINA-LOU [BI0 ],
= Z809C T = ZTI009 Sa[1GEI] IUALINI-UOU JOPO oL9z I8 EBO'9RI'TIL 6S  ZIE'vss'ss SJaSSH JUALINI-UCH [E}0],
- EIS'EsP - lel'szs ()9 $I0R) WSLIND-UOU AL} IFUSY PAULISP 13N oboz - CE9SLE = ¥86%¢ (8 210N 51955 JUALINS-UOK J2YIO 0661
- E60°C9T - - (19 310N 3jqesed suoeSiqo 95ea] WALND-UON £19T I £5T'e8e'1 1 108" €#0°1 ((1)9 s10N) s1qeataoas sjuawied ases] uLel-Bu0 $£61
[ 09Z1E9°1 - CEI'e9 ()9 210N SeRIIGR] X2} paLIdjec] 0LST 1 Z82'698 1 fOLLI6 ({w)y 210N} 519888 XB) PaLIfa(] or81
Il 000°FLL'ST - . (g pue (o s310N) sSurmonoq wisl-3uc] OFST - S8I'TLT - Trp'otl siesse i Buaiug 08L1
- - z  [IL'98T'E (D)9 910N s1qeded spuog ogsz 05 LS8088'L9 LS $¥SBIT'98 (s pue £ "(Wo son) uswudinbs pue Jueqd ‘Auadosy 0091
1SAHEQRI] JUBAIT-UON - 0IZ'90S - LEU'ES (B9 10N) porpaw Anba Fuisn 10} p2ILNCITE SIUBISAUL 0551
ST 6OT8LEEE & To808CPI S2NNIQEY| JUIND [B)O, 0 ¥99°288'0F - - ((0)9 210N $19$5. [BIIUBUT] S[LS-10]-9[(B]IBAR JUALNG-UON £TS1
= BETel 7 SSIMIGRI[ WRLND JIIO 665T $1355E JUFLIMI-UON]
9 00098L°L - - {& pue (g sat0py) vopaod Juauns ‘sEuimosiog uus-fuo zzez 81 TECE9S W TF I507TE919 S1955€ JURLLNI [RI0,
T LFTLR0T 1 ISLEIL soN1[Iqer) XB) JuaLnD oszz  § LSELOST T ®YLI9L sawfedaid 0lp!
01 916°P6LEl [ £EF'960'1 (¢ 210N sapied pajeral 0y sejqeded Japo ozzz £ TE96S9'F ¥ 9TTevLe ({1)9 210 se10MWBAL] 01£1
£ GEL'BEGE v LEE'S0T'9 (9 2100 Se1qeded Jaqo gozz 1 0SZ'696°L §  GLE'68SI1 ((1)(e)o $210N) saqeatasal 20 0021
- £R1'691 - 9bL'6ET (£, 210N satued paje[al o1 s[quded sjunosoy 0812 1 6L8TSFY T ELYBOP'E (£ pue (2)9 52300 sa1Hed PANEIAL WO ANP F|QRAIRIH SHINOIFY 0811
o 9sS'rIp'S T 00Z'sTO'E ajqeded sjunosoy orlz b SLESKSY ¥ 9T6 K99 ((2)9 :10N) 9(qEA1R9] SILN0IIB PUE SAON 0Ll
(({q)9 s210N) z 09€°000°C - - ({0)9 210N)) 519558 |RIOUBUL S[€S-10J-3](B[[BAR JU2.LIND 5Tl
- - I & 7o v A $50[ 40 1304 (B0 on[eA J{EF 1€ SONLIIQ¥I] [BFIUEUY JUANND 0ZIZ 9 GLELTY'S 7T 1v0'9T9TE § ()9 910N) s1uofRAINDa ysea pue yses 00L1
ISAIRL] JUALANDY iSJISSE JURLIND)
Yo Junowy Yo junowy Aynby pue sympqe o nnowy  up Junowy 512585y
9TOT “I£ 42quAdQ  £10Z “TE Jaquiadeg 9107 ‘I€ J9qWaddq  LT0T “TE Aquaag

(SIB[[O(] uBALIE ], MAN] JO SpUESNOY Y, Ul passaldxy)
9T0Z Pue LT0T ‘TE 13qUR(
$199Y§ Jousey

uonyeaodioy Sojourgra I vAueN
(asaunyyy u) panssf AjjewiBLI() Moday puk SUIWNR)S [BIIUBUL] O UONEISURA ], YSHIuT)



4000
5000

5910
5920

6100
6200
6300

7010
7020
7050
7060

7500
7950

8300
8310
8311
8330

8349

8360
8361
8362
8399

8300

9750
9850

(English Translation of Financial Statements and Report Originally Issued in Chinese)

Nanya Technelogy Corporation

Statements of Comprehensive Income

For the years ended December 31,2017 and 2016

(Expressed in Thousands of New Taiwan Dollars, Except Earnings Per Share)

Operating revenue (Note7T)
Operating costs (Notes 6(f(m)(p){r} and 7}
Gross profit from operations
Add: Unrealized loss from sales
Realized profit on from sales
Gross profit [rom operations
Operating expenses (Notes 6{m)(p)(r) and 7):
Selling expenses
Administrative expenses
Research and development expenses
Total operating expenses
Net operating income
Non-operating income and expenses (Notes 6(d)(g)(h)(K)(I)(s)):
Other income
Other gains and losses, net
Finance costs
Share of profit (loss) of subsidiaries and associates accounted for using equity method
Total non-operating income and expenses
Profit before tax
Tax expense (Note 6(n))
Profit
Other comprehensive income (Notes 6(m)(n){t)):
Items that may not be reclassified subsequently to profit or loss:
Remeasurement of the net defined benefit

Share of other comprehensive income of subsidiaries and associates accounted for using equity method,
components of other comprehensive income that will not be reclassified to profit or loss

Income (loss) tax related to items that may not be reclassified to profit or loss
Total amount of items that may not be reclassified to profit or loss
Ttems that may be reclassified subsequently to profit or loss:

Exchange differences on translation of foreign financial statements
Unrealized (losses) gains on valuation of available-for-sale financial assets
Income (loss) tax related to items that may be reclassified to profit or loss
Tatal amount of items that may be reclassified profit or loss

Other comprehensive (loss) income, net

Comprehensive income

Earnings per share (Note 6{q))

Basic eamings per share

Diluted earnings per share

See accompanying notes to financial statements.

2017

2016

Amount Yo

Amount Y

$ 54,086,251 100
29.788.306 _ 55
24297945 45

(97212) -
56527 -

41,023,122 100

28.541.666 _ 70

12481456 30
(56,527) -
78605 _ -

24.257.260 _ 45

12.503.534 _ 30

602,575 1 565,652 1
1,383,184 3 1,054,840 3
3565465 _ 7 2362246 _ 6
5.551.224 11 _ 3982738 _ 10
18.706036 _ 34 __8.520.796 _ 20

385,964 1 247,725 1

23,114,236 43
56872 (1)
43719

17,680,248 43
(697.636) (2
(56.259) _ -

23.087.047 __43
41,793,083 77

17.174.078 _ 42

25,694,874 62

151,056 _ 3 _ 1973597 _ 5
40281927 74 23721277 _ 57
(83,545) - 130,091 -
. - (29,776) -
14203 _ - (22.115) _ -
(69342) _ - 78200 _ -
@237n - (5258) -

(9,408293) (17
1.602.346 _ 3

9,401,275 23
(1,602,346} __(4)

(7,.828264) _ (14
(7.897.606) _(14)

_L793671 _ 19
7871871 __19

$_32,384.321 _ 60

31,593,148 _ 76

14.36

8.67

5 13.92

8.64
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(English Translation of Financial Statements and Report Originally Issued in Chinese)

Nanya Technology Corporation
Stateraents of Cash Flows
For the years ended December 31, 2017 and 2016
(Expressed in Thousands of New Taiwan Dollars)

Cash flows from operating activities:
Profit before tax
Adjustments:

Adjustments to reconcile profit:
Depreciation expense
Amortization expense
Provision for bad debt expense
Net loss on financial liabilities at fair value through profit or loss
Interest expense
Interest income
Share-based payments

Share of (profit) loss of subsidiaries and associates accounted for using equity method

{Gain) Loss on disposal of property, plant and equipment
Amortization costs of issuing bonds
Gain on disposal of lease payable
Gain on disposal of financial assets in available-for-sale
Gain on disposal of investments accounted for using equity method
Tmpairment loss on financial assets
impairment loss on non-financial assets
Unrealized loss from sales
Realized profit on from sales
Unrealized foreign exchange gain
Diseount amortization of financial liabilities
Total adjustments to reconcile loss
Changes in operating assets and liabilities:
Accounts receivable
Other receivable
Inventories
Prepayments
Notes and accounts payable (including related parties)
Other payable (inchuding related parties)
Other current liabilities
Net defined benefit liability
Other non-current liabilities
Total changes in operating assets and liabilities
Cash inflow generated from operations
Tnterest received
TInterest paid
Income taxes (paid) refund
Net cash flows from operating activities
Cash Mtows used in investing activities:
Acquisition of available-for-sale financial assets
Proceeds from disposal of available-for-sale financial assets
Acquisition of investments accounted for using equity method
Proceeds from disposal of investments accounted for using equity method
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Decrease (increase) in refindable deposits
Decrease in long-term lease and installment receivables
Tnerease (decrease) in other non-current assets
Net cash Mlows from (used in) investing activities
Cash flows used in financing activities:
Increase in short-term Joans
Decrease in short-term loans
Proceeds from issuing convertible bonds
Proceeds from long-term debt
Repayments of long-term debt
Increase in guarantee deposits received
Decrease in other payables to related parties
Decrease in Jease payable
Cash dividends paid
Proceeds from issuing shares
Net cash [lows used in financing activities
Effect of exchange rate changes on cash and cash equivalents
et increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

See accompanying notes to financial statements.

2017 2016
41.793.083 25.694.874
8,418,308 5,889,235
141,088 134,008
- 16,012
7,981,043 -
456,872 697,636
(385,964) (247,725)
459,573 204,985
(43,719} 56,259
(3,230} 7,852
5,739 -
(63,542) -
(32,106,247} -
- (19,942,974)
- 190,620
488,988 1,158,201
97,212 56,527
(56,527) (78,605)
(371,365} (169,838)
- 6,000
(14,981,681} (11,931,807)
(3,100,396) (185,985)
1,051,537 (779,647
(2,088,574) 1,155,638
(69,763) 56,959
(2,231,.271) 1,116,699
4,074,523 106,992
(189,974) 1,238,884
(11,2613 (194,278)
{45,033) (79.537)
(2.610.217) 2.435.725
24,201,185 16,198,792
211,098 244,263
(323,903) (730,637)
{1.884.652) 368,337
22.203.728 16,080,755
(1,900,000) 41,562,001)
56,846,770 8,114,519
(150,000) -
- 47,481,638
(29,390,484) (22,332,681)
3,130 613
4 (733)
429,330 429,330
345298 {7,258)
26,184,048 (7.876,573)
- 24,130,900
- (27,430,900)
15,604,577 -
- 11,000,000
(23,000,000} (1,261,000)
13,267 -
(12,500,600) {12,500,000)
(4,138) (8,327)
(4,122,84%) (7,695,984)
- 11.675.000
(24,009.142) (2,090311)
(179.977) 70,755
24,198,662 6,184,626
$.427.379 2,242,753
32,626,041 8,427,379




(English Translation of Financial Statements and Report Originally Issued in Chinese)

NANYA TECHANOLOGY CORPORATION
Notes to Financial Statements
For the years ended December 31, 2017 and 2016
(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history

Nanya Technology Corporation (the “ Company” ) was legally established with the approval of the
Ministry of Economic Affairs on March 4, 1995, with registered address at No.98, Nanlin Road, Dake
Vil., Taishan District, New Taipei City, Taiwan. The main operating activitics of the Company are
researching, developing, manufacturing and selling semiconductor products, and the import and export of
its machinery, equipment and raw materials.

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

The financial statements were authorized for issuance by the Board of Directors on February 26, 2018.
(3) New standards, amendments and interpretations adopted:

(a) The impact of the International Financial Reporting Standards (“IFRSs™) endorsed by the Financial
Supervisory Commission, R.O.C. (“FSC”) which have already been adopted.

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2017:

Effective date
per TASB
January 1, 2016

New, Revised or Amended Standards and Interpretations
Amendments to IFRS 10, IFRS 12 and 1AS 28 "Investment Entities: Applying
the Consolidation Exception"

Amendments to IFRS 11 "Accounting for Acquisitions of Interests in Joint
Operations”

IFRS 14 "Regulatory Deferral Accounts”

January 1, 2016

January 1, 2016

Amendment to IAS 1 " Presentation of Financial Statements-Disclosure
Initiative"

Amendments to IAS 16 and IAS 38 "Clarification of Acceptable Methods of
Depreciation and Amortization"

Amendments to IAS 16 and IAS 41 "Agriculture: Bearer Plants"
Amendments to IAS 19 "Defined Benefit Plans: Employee Contributions"
Amendment to IAS 27 "Equity Method in Separate Financial Statements”

Amendments to IAS 36 "Impairment of Non-Financial assets- Recoverable
Amount Disclosures for Non-Financial Assets"

Amendments to IAS 39 " Financial Instruments-Novation of Derivatives and
Continuation of Hedge Accounting”

Annual Improvements to IFRSs 2010 2012 Cycle and 2011 2013 Cycle
Annual Improvements to IFRSs 2012 2014 Cycle
TFRIC 21 "Levies"

Janvary 1, 2016

Janvary 1, 2016

Jamary 1, 2016

July 1, 2014
January 1, 2016
January 1, 2014

January 1, 2014

July 1, 2014
January 1, 2016
January 1, 2014

(Continued)
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NANYA TECHNOLOGY CORPORATION
Notes to Financial Statements

The Company believes that the adoption of the above IFRSs would not have any material impact on
its financial statements.

The impact of IFRS endorsed by FSC but not yet effective

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2018 in accordance with Ruling No.
1060025773 issued by the FSC on July 14, 2017.

Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendment to IFRS 2 "Clarifications of Classification and Measurement of January 1, 2018

Share-based Payment Transactions"

Amendments to IFRS 4 "Applying IFRS 9 Financial Instruments with I[FRS 4 Januvary 1, 2018
Insurance Contracts"

IFRS 9 "Financial Instruments” January 1, 2018
IFRS 15 "Revenue from Contracts with Customers" January 1, 2018
Amendment to JAS 7 "Statement of Cash Flows -Disclosure Initiative" January 1, 2017

Amendment to IAS 12 "Income Taxes- Recognition of Deferred Tax Assets for  January 1, 2017
Unrealized Losses"

Amendments to IAS 40 "Transfers of Investment Property" January 1, 2018
Annual Improvements to IFRS Standards 2014-2016 Cycle:
Amendments to IFRS 12 January 1, 2017
Amendments to [FRS 1 and Amendments to IAS 28 January 1, 2018
IFRIC 22 "Foreign Currency Transactions and Advance Consideration” January 1, 2018

Except for the following items, the Company believes that the adoption of the above JFRSs would
not have any material impact on its financial statements. The potential effects are summarized as
follows:

(i) IFRS 9 "Financial Instruments”

IFRS 9 replaces IAS 39 “Financial Instruments: Recognition and Measurement" which
contains classification and measurement of financial instruments, impairment and hedge
accounting,

[) Classification and measurement-Financial assets

IFRS 9 contains a new classification and measurement approach for financial assets that
reflects the business model in which assets are managed and their cash flow
characteristics. IFRS 9 contains three principal classification categories for financial
assets: measured at amortized cost, fair value through other comprehensive income
(FVOCI) and fair value through profit or loss (FVTPL). The standard eliminates the
existing IAS 39 categories of held to maturity, loans and receivables and available for
sale. Under IFRS 9, derivatives embedded in contracts where the host is a financial assets
in the scope of the standard are never bifurcated. Instead, the hybrid financial instrument
as a whole is assessed for classification. In addition, IAS 39 has an exception to the

(Continued)
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NANYA TECHNOLOGY CORPORATION
Notes to Financial Statements

measurement requirements for investments in unquoted equity instruments that do not
have a quoted market price in an active market (and derivatives on such an instrument)
and for which fair value cannot therefore be measured reliable. Such financial
instruments arec measured at cost. [FRS 9 removes this exception, requiring all equity
investments (and derivatives on them) to be measured at fair value.

Based on its assessment, the Company does not believe that the new classification
requirements will have a material impact on its accounting for trade receivables.

Impairment-Financial assets

IFRS 9 replaces the "incurred loss" model in IAS 39 with a forward-looking ‘expected
credit loss® (ECL) model. This will require considerable judgment as to how changes in
economic factors affect ECLs, which will be determined on a probability-weighted basis.

The new impairment model will apply to financial assets measured at amortized cost.
Under IFRS 9, loss allowances will be measured on either of the following bases:

» 12-month ECLs. These are ECLs that result from possible default events within the 12
months after the reporting date; and

» Lifetime ECLs. These are ECLs that result from all possible default events over the
expected life of a financial instrument.

Lifetime ECL measurement applies if the credit risk of a financial asset at the reporting
date has increased significantly since initial recognition and 12-month ECL measurement
applies if it has not. An entity may determine that a financial asset’s credit risk has not
increased significantly if the asset has low credit risk at the reporting date. However,
lifetime ECL measurement always applies for trade receivables without a significant
financing component; the Company also choose to apply this policy for trade receivables
with a significant financing component.

The Company believes that impairment losses are likely to increase and become more
volatile for assets in the scope of the IFRS 9 impairment model. The Company estimated
the application of IFRS 9’ s impairment requirements would not have any material
impact.

Disclosures

IFRS 9 will require extensive new disclosures, in particular about hedge accounting,
credit risk and expected credit losses. The Company’s assessment included an analysis to
identify data gaps against current processes and the Company plans to implement the
system and controls changes that it believes will be necessary to capture the required
data.

{Continued)
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4)  Transition

Changes in accounting policies resulting from the adoption of IFRS 9 will generally be
applied retrospectively, except as described below.

» The Company wili take advantage of the exemption allowing it not to restate
comparative information for prior periods with respect to classification and
measurement (including impairment) changes.

» The following assessments have to be made on the basis of the facts and circumstances
that exist at the date of initial application.

— The determination of the business model within which a financial asset is held.
(i) IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and
when revenue is recognized. It replaces the existing revenue recognition guidance for IAS 18
"Revenue" and other interpretations related to other revenue.

For the sale of semiconductor products, revenue is currently recognized based on individual
terms of sales contract and the related risks and rewards of ownership transfers. Revenue is
recognized at this point provided that the revenue and costs can be measured reliably, the
recovery of the consideration is probable and there is no continuing management involvement
with the goods. Under IFRS 15, revenue will be recognized when a customer obtains control of
the goods. The Company has performed a preliminary assessment when the timing of the
related risks and rewards of the goods ownership transferred is similar to the timing when
control is transferred and the Company does not expect that there will be a significant impact
on its consolidated financial statements.

The actual impacts of adopting the standards may change depending on the economic
conditions and events which may occur in the future.

(c) The impact of IFRS issued by IASB but not yet endorsed by the FSC

As of the date the following IFRSs that have been issued by the IASB, but not yet endorsed by the

FSC:
Effective date
New, Revised or Amended Standards and Interpretations per JASB
Amendments to IFRS 10 and IAS 28 "Sale or Contribution of Assets Between an Effective date to
Investor and Its Associate or Joint Venture™ be determined by
IASB

IFRS 16 "Leases" Januvary 1, 2019
IFRS 17 "Insurance Contracts" January 1, 2021
IFRIC 23 "Uncertainty over Income Tax Treatments™ January 1, 2019
Amendments to IFRS 9 "Prepayment features with negative compensation” January 1, 2019
Amendments to IAS 28 "Long-term interests in associates and joint ventures" January 1, 2019
Annual Improvements to IFRS Standards 2015-2017 Cycle January 1, 2019

(Continued)
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Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendments to IAS 19 "Plan Amendment, Curtailment or Settlement" Janvary 1, 2019
Those which may be relevant to The Company are set out below:
Issnance / Release
Dates Standards or Interpretations Content of amendment
January 13, 2016 IFRS 16 "Leases” The new standard of accounting for lease is

amended as follows:

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

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

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

(4) Summary of significant accounting policies:

The significant accounting policies presented in the financial statements are summarized below. The
following accounting policies were applied consistently throughout the periods presented in the financial
statements.

(a)

(b)

Statement of compliance

The accompanying financial statements have been prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers (hereinafter referred to as the
“Regulations™).

Basis of preparation
(i) Basis of measurement

The financial statements have been prepared on the historical cost basis, except for the
following material items in the balance sheet:

1)  Financial liabilities are measured at fair value through profit or loss ;

2)  Available-for-sale financial assets are measured at fair value;

(Continued)
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3)  The net defined benefit liabilities are measured as the fair value of the plan assets less the
present value of the defined benefit obligation.

Functional and presentation currency

The functional currency of the Company is determined based on the primary economic
environment in which the entities operate. The financial statements are presented in New
Taiwan Dollar, which is the Company’ s functional currency. All financial information
presented in New Taiwan Dollar has been rounded to the nearest thousand.

(c) Foreign currency

@

(i)

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of
Group entities at the exchange rates at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies at the reporting date are retranslated to the
functional currency at the exchange rate at that date. The foreign currency gain or loss on
monetary items is the difference between amortized cost in the functional currency at the
beginning of the period, adjusted for effective interest and payments during the period, and the
amortized cost in foreign currency translated at the exchange rate at the end of the period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair
value are retranslated to the functional currency at the exchange rate at the date that the fair
value was determined. Nonmonetary items in a foreign currency that are measured based on
historical cost are translated using the exchange rate at the date of the transaction.

Foreign currency differences arising on translation are recognized in profit or loss except for
available for sale equity investment, which are recognized in other comprehensive income.

Foreign operations

The assets and liabilities of foreign operations are translated to the Company’ s functional
currency at exchange rates at the reporting date. The income and expenses of foreign
operations, excluding foreign operations in hyperinflationary economies, are translated to the
Company’s functional currency at average rate. Foreign currency differences are recognized in
other comprehensive income.

When a foreign operation is disposed of such that control, significant influence or joint control
is lost, the cumulative amount in the translation reserve related to that foreign operation is
reclassified to profit or loss as part of the gain or loss on disposal. When the Company
disposes of any part of its interest in a subsidiary that includes a foreign operation while
retaining control, the relevant proportion of the cumulative amount is reattributed to non-
controlling interest. When the Company disposes of only part of investment in an associate or
joint venture that includes a foreign operation while retaining significant or joint control, the
relevant proportion of the cumulative amount is reclassified to profit or loss.

(Continued)
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When the settlement of a monetary item receivable from or payable to a foreign operation is
neither planed nor likely in the foreseeable future, foreign currency gains and losses arising
from such items are considered to form part of a net investment in the foreign operation and
are recognized in other comprehensive income.

(d) Classification of current and non-current assets and liabilities

(e)

¢

An asset is classified as current under any one of the following conditions. All other assets are
classified as non-current.

(i) The asset is expected to be realized, or intended to be sold or consumed, in the Company’s
normal operating cycle;

(ii) The asset is held primarily for the purpose of trading;
(iii) The asset is expected to be realized within twelve months after the reporting period; or

(iv) The asset is cash or a cash equivalent unless the asset is restricted from being exchanged or
used to settle a liability for at least twelve months after the reporting period.

A liability is classified as current under any one of the following conditions. All other liabilities are
classified as non-current.

(i) The liability is expected 1o be settled in the normal operating cycle;
(ii}) The liability is held primarily for the purpose of trading;
(iii) The liability is due to be settled within twelve months after the reporting period; or

(iv) The liability does not have any unconditional right to defer settlement of the liability for at
least twelve months after the reporting period. Terms of a liability that could, at the option of
the counterparty, result in its seitlement by issuing equity instruments do not affect ifs
classification.

Cash and cash equivalents

Cash comprises cash on hand and cash in bank. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value. Time deposits which meet the above definition and are held
for the purpose of meeting short-term cash commitments rather than for investment or other purposes
are classified under cash equivalents.

Financial instruments

Financial assets and financial liabilities are initially recognized when the Company becomes a party
to the contractual provisions of the instruments.

(Continued)
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Financial assets

Financial assets are categorized into available-for-sale financial assets, loans and receivables.

1y

2)

3)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated
as available-for-sale or are not classified in any of the other categories of financial assets.
Available-for-sale financial assets are recognized initially at fair value plus any directly
atiributable transaction cost. Subsequent to initial recognition, they are measured at fair
value and changes therein, other than impairment losses, interest income calculated using
the effective interest method, dividend income, and foreign currency differences on
available-for-sale debt instruments, are recognized in other comprehensive income and
presented in the fair value reserve in equity. When an investment is derecognized, the
gain or loss accumulated in equity is reclassified to profit or loss, and is included in other
income. A regular way purchase or sale of financial assets shall be recognized and
derecognized, as applicable, using trade-date accounting.

Investments in equity instruments that do not have a quoted market price in an active
market, and whose fair value cannot be reliably measured, are measured at cost after
minus impairment loss, and are included in financial assets measured at cost.

Dividend income is recognized in profit or loss on the date that the Company’s right to
receive payment is established, which in the case of quoted securities is normally the ex-
dividend date. Such dividend income is included in other gains and losses of non-
operating income and expenses.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are
not quoted in an active market, which comprise accounts receivable and other
receivables. Such assets are recognized initially at fair value, plus, any directly
attributable transaction costs. Subsequent to initial recognition, receivables other than are
measured at amortized cost using the effective interest method, less any impairment
losses other than except for short-term receivables for which the effect of discounting is
immaterial. A regular way purchase or sale of financial assets is recognized and
derecognized, as applicable, using trade-date accounting,.

Interest income is included in other gains and losses of non-operating income and
expenses.

Impairment of financial assets

Except for financial assets at fair value through profit or loss, a financial asset is assessed
for impairment at the reporting date. A financial asset is impaired if, and only if, there is
objective evidence of impairment as a result of one or more events (a ‘loss event’) that
occurred subsequent to the initial recognition of the asset and that loss event has an
impact on the estimated future cash flows of the financial assets that can be estimated
reliably.

(Continued)
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Objective evidence that financial assets are impaired includes delinquency or default
(such as unpaid or delayed payment of interest or principal) by a debtor, restructuring of
an amount due to the Company on terms that the Company would not consider otherwise,
indications that a debtor or issuer will enter bankruptcy, adverse changes in the payment
status of borrowers or issuers, economic conditions that correlate with defaults, or the
disappearance of an active market for a security. In addition, for an available-for-sale
investment in an equity security, a significant or prolonged decline in its fair value below
its cost is accounted for as objective evidence of impairment.

All individually significant receivables are assessed for specific impairment. Receivables
that are not individually significant are collectively assessed for impairment by grouping
together assets with similar risk characteristics. In assessing collective impairment, the
Company uses historical trends of the probability of default, the timing of recoveries and
the amount of loss incurred, adjusted for management’s judgment as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or
less than the those suggested by historical trends.

An impairment loss in respect of a financial asset measured at amortized cost is
determined based on the excess of its carrying amount over the present value of the
estimated future cash flows discounted at the asset’s original effective interest rate.

An impairment loss in respect of a financial asset measured at cost is calculated as the
difference between its carrying amount and the present value of the estimated future cash
flows discounted at the current market rate of return for a similar financial asset. Such
impairment loss is not reversible in subsequent periods.

An impairment loss in respect of a financial asset is written off directly against its
carrying amount, except for accounts receivable, in which an impairment loss is credited
to an allowance account against the receivables. When a receivable is determined to be
uncollectible, it is written off from the allowance account. Any subsequent recovery of a
receivable written off is charged to the allowance account. Changes in the amount of the
allowance accounts are recognized in profit or foss.

Impairment losses on available-for-sale financial assets are recognized by reclassifying
the gains or losses accumulated in the fair value reserve in other comprehensive income
(loss) to profit or loss.

If, in a subsequent period, the amount of the impairment loss on a financial assets
measured at amortized cost decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the decrease in impairment loss is
reversed through profit or loss to the extent that the carrying value of the asset does not
exceed its amortized cost before impairment was recognized at the reversal date.

Impairment losses recognized on an available-for-sale equity security are not reversed
through profit or loss. Any subsequent recovery in the fair value of an impaired
available-for-sale equity security is recognized in other comprehensive income and
accumulated in other equity.

(Continued)
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Impairment losses and recoveries resulting from accounts receivable are recognized
under general administrative and expenses in profit or loss. Impairment losses and
recoveries resulting from financial assets other than accounts receivable are recognized
in profit or loss, under other gain or loss of results from non-operating activities.

Derecognition of financial assets

Financial assets are derecognized when the contractual rights to the cash inflow from the
asset are terminated or when the Company transfers substantially all the risks and
rewards of ownership of the financial assets.

On derecognition of a financial asset in its entirety, the difference between the carrying
amount and the sum of the consideration received or receivable and any cumulative gain
or loss that had been recognized in other comprehensive income is recognized in profit or
loss.

If the transferred asset is part of a larger financial asset and the part transferred qualifies
for derecognition in its entirety, the previous carrying amount of the larger financial asset
is allocated between the part that continues to be recognized and the part that is
derecognized, based on the relative fair values of those parts on the date of the transfer.
The difference between the carrying amount allocated to the part derecognized and the
sum of the consideration received for the part derecognized and any cumulative gain or
loss allocated to it that had been recognized in other comprehensive income is recognized
in profit or loss. A cumulative gain or loss that had been recognized in other
comprehensive income is allocated between the part that continues to be recognized and
the part that is derecognized, based on the relative fair values of those parts.

(ii) Financial liabilities and equity instrument

1)

Classification of liabilities or equity instruments

Debt or equity instruments issued by the Company are classified as financial liabilities or
equity in accordance with the substance of the contractual agreement.

An equity instrument is any contract that evidences a residual interest in the assets of an
entity after deducting all of its liabilities. Equity instruments issued by the Company are
recognized based on the proceeds received, net of direct issue costs.

The conversion rights included in the convertible bond, which were issued by the
Company and classified as derivative financial liabilities due to the settlement of shares
are not exchanged to equity instruments through fixed amounts or other financial assets.

The derivative financial assets of convertible bonds were measured at fair value; the
initial amounts of non-derivative financial liabilities were measured after deducting the
separate embedded derivatives. Subsequent to initial recognition, non-derivative financial
liabilities are measured at amortized cost using the effective interest method; derivative
financial liabilities are measured at fair value, and changes therein, in fair value are
recognized in profit or loss.

(Continued)
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Interest related to the financial liability is recognized in profit or loss, and included in
other gains and losses of non-operating income and expenses.

2}  Other financial liabilities

Financial liabilities not classified as held for trading or designated as at fair value
through profit or loss, which comprise short-term and long-term loans, and accounts and
other payables, are measured at fair value, plus any directly attributable transaction costs
at the time of initial recognition. Subsequent to initial recognition, they are measured at
amortized cost calculated using the effective interest method. Interest expense not
capitalized as capital cost is recognized in profit or loss as finance costs.

3) Derecognition of financial liabilities

A financial liability is derecognized when the contractual obligation thercon has been
discharged or cancelled, or has expired. The difference between the carrying amount of a
financial liability derecognized and the consideration paid (including any non-cash assets
transferred or liabilities assumed) is charged to profit or loss, and is included in other
gains and losses of non-operating income or expenses.

4)  Offsetting of financial assets and liabilities

Financial assets and liabilities are presented on a net basis when the Company has legally
enforceable rights to offset and intends to settie such financial assets and liabilities on a
net basis or to realize the assets and settle the liabilities simultaneously.

Derivative financial instruments

The Company holds derivative financial instruments to hedge its foreign currency and interest
rate exposures. Derivatives are recognized initially at fair value, and attributable transaction
costs are recognized in profit or loss as incurred. Subsequent to initial recognition, derivatives
are measured at fair value, and changes therein are recognized in profit or loss and are included
in non-operating income or expenses. When the fair value of a derivative instrument is
positive, it is classified as a financial asset, and when the fair value is negative, it is classified
as a financial lability.

Embedded derivatives are separated from the host contract and accounted for separately when
the economic characteristics and risk of the host contract and of the embedded derivatives are
not closely related.

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories
includes expenditure incurred in acquiring the inventories, production costs and other costs incurred
in bringing them to their existing location and condition. The cost of inventories is calculated using
the weighted-average method. In the case of manufactured inventories and work in progress, cost
includes an appropriate share of production overheads based on normal operating capacity.

Net realizable value is the estimated selling price in the ordinary course of business, less the

estimated costs of completion and selling expenses.

(Continued)
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(h) Investment in associates

G)

Associates are those entities in which the Company has significant influence, but not control, over
the financial and operating policies. Significant influence is presumed to exist when the Company
holds between 20% and 50% of the voting power of another entity.

Investments in associates are accounted for using the equity method and are recognized initially at
cost. The cost of the investment includes transaction costs. The carrying amount of the investment in
associates includes goodwill arising from the acquisition less any accumulated impairment losses.

The financial statements include the Company’s share of the profit or loss and other comprehensive
income of equity-accounted investees, after adjustments to align their accounting policies with those
of the Company, from the date that significant influence commences until the date that significant
influence ceases.

When the Company’s share of losses exceeds its interest in an associates, the carrying amount of the
investment, including any long-term interests that form part thereof, is reduced to zero, and the
recognition of further losses is discontinued except to the extent that the Company has an obligation
or has made payments on behalf of the investee.

The Company shall discontinue the use of the equity method from the date when its investment
ceases to be an associate. The Company shall measure the retained interest at fair value. The
difference between the fair value of retained interest and proceeds from disposal, and the carrying
amount of the investment at the date the equity method was discontinued is recognized in profit or
loss.

Subsidiaries

The Company accounts for investee companies in which it has a controlling interest using the equity
method. The net income, other comprehensive income, and shareholders’ equity in the financial
reports of the Company and the net income, other comprehensive income, and shareholder’s equity
that belongs to the Company in the consolidated financial reports should be the same.

The Company accounts for changes in owners’ equity of subsidiaries as equity transactions between
the two parties of the transaction, provided that control is still exists.

Property, plant and equipment
(i) Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses. Cost includes expenditure that is directly attributable to
the acquisition of the asset. The cost of a self-constructed asset comprises material, direct
labor, any cost directly attributable to bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management, the initial estimate of
the costs of dismantling and removing the item and restoring the site on which it is located, and
any borrowing cost that is eligible for capitalization. The cost of the software is capitalized as
part of the property, plant and equipment if the purchase of the software is necessary for the
property, plant and equipment to be capable of operating.

{Continued)
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Gain or loss arising from the disposal of an item of property, plant and equipment is
determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item, and is charged to profit or loss.

Subsequent cost

Subsequent expenditure is capitalized only when it is probable that future economic benefits
associated with the expenditure can be reasonably assessed, and will flow to the Company. The
carrying amount of those parts that are replaced is derecognized. Ongoing repairs and
maintenance are expensed as incurred.

Depreciation

Depreciation is calculated on the cost of an asset less its residual value and is recognized in
profit or loss on a straight-line basis over the estimated vseful lives of each component of an
item of property, plant and equipment. Items of property, plant and equipment with the same
useful life may be grouped in determining the depreciation charge. The remainder of the items
may be depreciated separately.

If there is reasonable certainty that the lessee will obtain ownership by the end of the lease
term, the period of expected use is the useful life of the asset; otherwise, the asset is
depreciated over the shorter of the lease term and its useful life.

Land has an unlimited useful life and therefore is not depreciated.

The estimated useful lives for the current and comparative years of significant items of
property, plant and equipment are as follows:

1)  Buildings: 25 years.
2)  Machinery and equipment: 5 to 16 years.
3)  Other equipment: 3 to 15years.

Depreciation methods, useful lives, and residual values are reviewed at each reporting date. If
expectations differ from the previous estimates, the change is accounted for as a change in
accounting estimate.

(k) Leases

)

Lesser

Asset under financing lease is recognized on a net basis as lease receivable. Initial direct costs
incurred in negotiating and arranging an operating lease is added to the net investment in the
leased asset. Finance income is allocated to each period during the lease term in order to
produce a constant periodic rate of interest on the remaining balance of the receivable.

(Continued)
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Lease income from an operating lease is recognized as income on a straight-line basis over the
lease term. Initial direct costs incurred in negotiating and arranging an operating lease is added
to the carrying amount of the leased asset and recognized as an expense over the lease term on
the same basis as the lease income. Incentives granted to the lessee to enter into the operating
lease are spread over the lease term on a straight-line basis so that the lease income received is
reduced accordingly.

Contingent rents are recognized as income in the period when the lease adjustments are
confirmed.

(ii) Lessee

Leases in which the Company assumes substantially all of the risks and rewards of ownership
are classified as finance leases. On initial recognition, the lease asset is measured at an amount
equal to the lower of its fair value and the present value of the minimum lease payments.
Subsequent to initial recognition, the asset is accounted for in accordance with the accounting
policy applicable to the lease asset.

Minimum lease payments made under finance leases are apportioned between the finance
expense and the reduction of the outstanding liability. The finance expense is allocated to each
period during the lease term in order to produce a constant periodic rate of interest on the
remaining balance of the liability.

Other leases are operating leases and are not recognized in the Company’s balance sheets.

Payments made under operating leases (excluding insurance and maintenance expenses) are
recognized as expense on a straight-line basis over the term of the lease. Lease incentives
received are recognized as an integral part of the reduction of the lease expense, over the term
of the lease.

Contingent rent is recognized as expense in the period in which it is incurred.
Intangible assets

Capitalized development expenditure is measured at cost less accumulated amortization and
accumulated impairment losses. Subsequent expenditure is capitalized only when it increases the
future economic benefits embodied in the specific asset to which it relates.

Other development expenditure is recognized as an expense when incurred.

The depreciable amount of capitalized development expenditure is determined after deducting its
residual value. Amortization is recognized as an expense on a straight-line basis over the estimated
useful lives of intangible assets from the date that they are made available for use.

The residual value, amortization period, and amortization method for an intangible asset with a finite
useful life are reviewed at least at each fiscal year-end. Changes therein are accounted for as changes
in accounting estimates.

(Continued)
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(m) Impairment of non-derivative financial assets

(n)

(o)

At each reporting date, an assessment is made whether there is any indication that an asset (including
inventories, deferred tax assets, and other non-financial assets) may have been impaired. If any such
indication exists, the recoverable amount of the asset is estimated. If it is not possible to determine
the recoverable amount for the individual asset, then the Company will have to determine the
recoverable amount for the asset's cash-generating unit (CGU).

The recoverable amount for individuval asset or a cash-generating unit is the higher of its fair value
less costs to sell and its value in use. If, and only if, the recoverable amount of an asset is less than
its carrying amount, the carrying amount of the asset is reduced to its recoverable amount. Such
reduction is treated as an impairment loss, which is charged to profit or loss.

The Company assesses at the end of each reporting period whether there is any indication that an
impairment loss recognized in prior periods for an asset may no longer exist or may have decreased.
If any such indication exists, the recoverable amount of that asset is estimated. An impairment loss
recognized in prior periods for an asset is reversed if, and only if, there has been a change in the
estimates used to determine the asset’ s recoverable amount since the last impairment loss was
recognized. The increase in the carrying amount shall not exceed the carrying amount (net of
depreciation or amortization) had no impairment loss been recognized for the asset in prior years.

Treasury stock

Repurchased shares are recognized under treasury shares (a contra-equity account) based on their
repurchase price (including all directly accountable costs), net of tax. Gain on disposal of treasury
shares is recognized under *Capital Reserve — Treasury Share Transactions”; Loss on disposal of
treasury shares is offset against existing capital reserves arising from similar types of treasury shares.
If there are insufficient capital reserves to be offset against, then such loss is accounted for under
retained earnings. The carrying amount of treasury shares is calculated using the weighted average
of different types of repurchase.

If treasury shares are cancelled, “Capital Reserve — Share Premiums” and “Share Capital” are
debited proportionately. Gain on cancellation of treasury shares is recognized under existing capital
reserves arising from similar types of treasury shares; Loss on cancellation of treasury shares is
offset against existing capital reserves arising from similar types of treasury shares. If there are
insufficient capital reserves to be offset against, then such loss is accounted for under retained
earnings.

Revenue recognition

Revenue from the sale of goods in the course of ordinary activities is measured at fair value of the
consideration received or receivable, net of returns, trade discounts and volume rebates. Revenue is
recognized when persuasive evidence exists, usually in the form of an executed sales agreement, that
the significant risks and rewards of ownership have been transferred to the customer, recovery of the
consideration is probable, the associated costs and possible return of goods can be estimated reliably,
there is no continuing management involvement with the goods, and the amount of revenue can be
measured reliably. If it is probable that discounts will be granted and the amount can be measured
reliably, then the discount is recognized as a reduction of revenue as the sales are recognized.

{Continued)
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The timing of the transfers of risks and rewards varies depending on the individual terms of the sales
agreement. For international shipments, transfer usually occurs upon loading the goods onto the
relevant carrier at the port. All the risks and rewards have been transferred when products are
insured against global cargo movement. For domestic sales, transfer occurs upon receipt by the
customer.

Employee benefits

1

(i)

Defined contribution plan

Obligations for contributions to a defined contribution pension plan are recognized as an
employee benefit expense in profit or loss in the periods during which services are rendered by
employees.

Defined benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution
plan. The Company’s net obligation in respect of a defined benefit pension plan is calculated
by estimating the discounted present value of future benefit that employees have earned in
return for their service in the current and prior periods. Any unrecognized past service costs
and the fair value of any plan assets are deducted from the aforementioned net obligation. The
discount rate is the yield on the reporting date of government bonds that have maturity dates
approximating the terms of the Company’s obligations and are denominated in the same
currency in which the benefits are expected to be paid.

An actuarial calculation of pension costs and related liabilities is performed annually by a
qualified actuary using the projected unit credit method. When the calculation results in a
benefit to the Company, an asset is recognized, but the recognized asset is limited to the total
of any unrecognized past service costs and the present value of economic benefits available in
the form of any future refunds from the plan or reductions in future contributions to the plan.
In order to calculate the present value of economic benefits, consideration is given to any
minimum funding requirements that apply to the plan. An economic benefit is available to the
Company if it is realizable during the life of the plan, or on settlement of the plan liabilities.

When the benefits of a plan are improved, the portion of the increased benefit relating to past
service by employees is recognized immediately in profit or loss.

Remeasurement of the net defined benefit liabilities, which comprise (1) actuarial gains and
losses, (2) the return on plan assets (excluding interest), and (3) the effect of the asset ceiling
(if any, excluding interest), are recognized immediately in other comprehensive income. The
Company can reclassify the amounts recognized in other comprehensive income to
retained earnings.

Gains or losses on the curtailment or settlement of a defined benefit plan are also recognized as
pension expenses when the curtailment or settlement occurs. The gain or loss on curtailment
comprises any resulting change in the fair value of plan assets, any change in the present value
of the defined benefit obligation, and any related actuarial gains or losses and past service cost
that were not previously recognized.

(Continued)
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(iii) Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

Share-based payment

The grant-date fair value of share-based payment awards granted to employee is recognized as
employee expenses, with a corresponding increase in equity, over the period when employees
become unconditionally entitled to the awards. The amount recognized as an expense is adjusted to
reflect the number of awards for which the related service and non-market performance conditions
are expected to be met, such that the amount ultimately recognized as an expense is based on the
number of awards that meet the related service and non-market performance conditions at the vesting
date.

For share-based payment awards with non-vesting conditions, the grant-date fair value of the share-
based payment is measured to reflect such conditions, and there is no true-up for the differences
between expected and actual outcomes.

Income taxes

Tax expense comprises current tax expense and deferred tax expense. Current and deferred taxes are
included in profit or loss for the period, except to the extent that the tax arises from a business
combination or a transaction or event which is recognized directly in equity or other comprehensive
income.

Current tax comprises the amount expected to be paid to (recovered from) the taxation authorities,
using the tax rates (and tax laws) that have been enacted or substantively enacted by the balance
sheet date, and any adjustments for current tax of prior periods.

Deferred tax is recognized for the temporary differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax is recognized for all temporary differences, except to the extent that the
deferred tax arises from:

(i) The initial recognition of an asset or liability in a transaction which is not a business
combination and, at the time of the transaction, affects neither accounting profit nor taxable
profit (loss).

(ii) The investments in subsidiaries where it is probable that the temporary difference will not
reverse in the foreseeable future.

Deferred tax is measured at the tax rates, based on tax laws that have been enacted or substantively
enacted by the reporting date and are expected to apply to the period when the asset is realized or
the liability is settled.

(Continued)
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Deferred tax assets are offset against deferred tax liabilities only if:

(i) the Company has a legal enforceable right to set off current tax assets against current tax
liabilities; and

(i) the deferred tax assets and the deferred liabilities relate to income taxes levied by the same
taxation authority on either:

1) The same taxable entity; or

2) Different taxable entities which intend either to settle current tax liabilities and assets on
a net basis, or to realize the assets and seftle the liabilities simultaneously; in each future
period in which significant amounts of deferred tax liabilities or assets are expected to be
settled or recovered.

A deferred tax asset is recognized for the carry forward of unused tax losses, unused tax
credits, and deductible temporary differences to the extent that it is probable that future taxable
profit will be available against which the unused tax losses, unused tax credits and deductible
temporary differences can be utilized. The carrying amount of deferred tax assets is reviewed
at the end of each reporting pericd and reduced to the extent that it is no longer probable that
the benefit of part or the deferred tax asset will be utilized.

(s) Earnings per share

The basic earnings per share are calculated as the profit attributable to the ordinary shareholder of
the Company divided by weighted-average number of ordinary shares outstanding. The diluted
earnings per share is calculated based on the profit attributable to ordinary shareholders of the
Company divided by weighted average number of ordinary shares outstanding after adjustment for
the effects of all potentially dilutive ordinary shares, such as employee stock options and employee
remuneration.

(ty Operating segments

The Company discloses its information on operating segments in its consolidated financial
statements, so it need not disclose such information in its financial statements.

Significant accounting assumptions and judgments, and major sources of estimation uncertainty:

The preparation of the financial statements, in conformity with the Regulation Governing the Preparation
of Financial Reports by Securities Issuers, requires management to make judgments, estimates, and
assumptions that affect the application of the accounting policies and the reported amount of assets,
liabilities, income, and expenses. Actual results may differ from these estimates.

The management continues to monitor its accounting estimates and assumptions. It recognizes any
changes in accounting estimates during the period and the impact of those changes in accounting estimates
in the next period.

(Continued)



NANYA TECHNOLOGY CORPORATION
Notes to Financial Statements

26

Information about judgments made in applying accounting policies that have the most significant effects
on the amounts recognized in the financial statements is as follows:

(a)

Valuation of inventories

As inventories are stated at the lower of cost or net realizable value, the Company estimates the net
realizable value of inventories for obsolescence and unmarketable items at the end of the reporting
period and then writes down the cost of inventories to net realizable value. The net realizable value
of the inventory is mainly determined based on assumptions as to future demand within a specific
time horizon. Due to the rapid industrial transformation, there may be significant changes in the net

realizable value of inventories.

(6) Explanation of significant accounts:

(2)

(b

Cash and cash equivalents

December 31, December 31,
2017 2016

Demand deposit and checking accounts $ 3,058,108 1,659,739
Cash equivalents:

Time deposits 28,975,095 5,829,667

Commercial paper 302,838 694,473

Repurchase agreements collateralized by corporate bonds 290.000 243,500

$_ 32,626,041 8,427,379

Refer to Note 6(u) for the interest rate risk and sensitivity analysis of the financial assets and

liabilities of the Company.
Financial liabilities at fair value through profit or loss

December 31,

2017
Financial liabilities held-for-trading :
Derivative instruments not used for hedging $ 382,295
Embedded derivative-convertible bonds 1,856,146
Total S 2,238.441

Derivatives financial instruments are used to hedge foreign currency and interest rate exposures. The
Company holds the following derivative financial instruments, which were not applicable for hedge
accounting and were accounted for as held-for-trading financial liabilities, were as follows:

December 31, 2017
Contract Amount
(in thousand) Currency Maturity dates
Forward exchange contract:
Non-delivery forward

purchased UsSD 500,000 USD to TWD 2018.3.20~2018.3.22

(Continued)



(c)

(d)

(e)

27

NANYA TECHNOLOGY CORPORATION
Notes to Financial Statements

Available-for-sale financial assets

December 31, December 31,

2017 2016
Domestic money market fund $ - 2,000,360
Foreign listed stock - 40,882,664
$ - 42.883.024
Current h - 2,000,360
Non-current 5 - 40.882.664

If the equity price changes, the impact to other comprehensive income, using the sensitivity analysis
based on the same variables except for the price index for both period, will be as follows:

For the years ended December 31,

2017 2016
Other Other
comprehensive  comprehensive
income income
Security price on reporting date (after tax) (after tax)
Appreciation of 1% $ - 339,326
Depreciation of 1% § - 339,326

Investment in debt securities with no active market / Financial assets carried at cost—non-current

The Company purchased a two-year interest-free convertible bond of US$6,000 thousand issued by
Memoright in August 2015. The conversion rights embedded in the corporate bond are accounted for
separately as the economic characteristics and risks are not specifically associated. On December 31,

2016, an impairment loss of $190,620 was recognized because the management evaluated that it was
not possible to collect the future cash flows of the convertible bond, with objective indications. The

conversion rights of the corporate bond, which are linked to unlisted preference shares of $0, and
the corporate bonds of $0, were accounted for as financial assets carried at cost— non-current and

investment in debt securities with no active market— non-current, respectively, as of December 31,
2017 and 2016.

Notes and accounts receivable and other receivables
December 31, December 31,

2017 2016
Notes and accounts receivable (including related parties) $ 9,050,599 5,998,754
Other receivable 11,589,575 1,969,250
R 20,640,174 7.968,004

(Continued)
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The aging analysis of accounts receivable and other receivables was as follows:

Neither past Past due but not impaired
due nor Within 30
impaired days 31 60 days over 61 days total
December 31, 2017 § 20,640,174 - - - 20,640,174
December 31,2016 7,968,004 - - - 7,968,004

As of December 31, 2017 and 2016, no allowance for impairment was provided because all of the
accounts comprising notes and accounts receivable (including related parties) and other receivables
were still within the normal credits terms and were evaluated to be collectable.

Inventories
December 31, December 31,
2017 2016
Raw materials $ 332,370 229215
Work in progress 5,266,085 2,550,742
In-transit inventory 1.149.771 1.879.695
Total $ 6,748,226 4,659,652

The Company recognized cost of goods sold amounting to $29,090,301 and $28,049,564 for the
years ended December 31, 2017 and 2016, respectively.

The Company did not recognize any loss or gain from devaluation of inventories as there was no
indication of impairment or net realizable value of inventories has increased because the
circumstance that caused the inventory devaluation in prior period has improved on inventories for
the year ended December 31, 2017 and 2016.

Investments accounted for using equity method

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

December 31, December 31,
2017 2016
Subsidiaries 3 543,137 506,210

(i) Subsidiaries

Please refer to the consolidated financial statements as of and for the year ended December 31,
2017 for further information.
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(iiy Associates

Inotera Memories, Inc. ("Inotera") was a significant associate for the Company.

29

In December, 2016, Micron Semiconductor Co. ("MST"} completed the share-swap with
Inotera, the Company disposed 1,587,484 thousand shares of Inotera on December 6, 2016 (the
date upon which the share-swap was recorded), with a selling price of $30 per share, in which
the proceeds accounted to $47,481,638, which was deducted from the transaction cost. The
Company recognized a gain on disposal of investments accounted for using equity method

amounting to $19,942,974 and a deduction of capital surplus amounting to $5,021,563.

Inotera was no longer a related party of the Company since December 6, 2016 (the date upon

which the share-swap was recorded).

Summary of shares of profit or loss of associates accounted for using equity method

attributable to the Company were as follows:

For the years ended December 31,

2017 2016
Share of loss of associates accounted for using equity
method $ - (159,166)
(h) Property, plant and equipment
Machinery
and Other Under
Land Building equipment equipment construction Total
Cost:
Balance as of January 1, 2017 3 1,013,924 4,195,631 125,146,911 1,403,638 25,574,571 157,334,675
Additions - - 856,150 43,240 26,548,527 27447917
Disposals - - (360,939 (23,366) - (384,305)
Derecognized lease assets - - - (345,636) - (345,636)
Reclassification - 3,305,157 47,009,898 29,750 (50,344,805) -
Balance as of December 31, 2017 3 1,013,924 7,500,788 172,652,020 1,107,626 1,778,293 184,052,651
Balance as of January 1, 2016 3 1,013,924 4,195,631 124,471,933 1,401,283 1,275,203 132,357,974
Additions - - 535913 41,506 24,642,666 25,220,085
Disposals - - (213,710) (29,674) - (243,384)
Reclassification - - 351,775 (9.477) (343,298) -
Balance as of December 31, 2016 S 1,013,924 4,195,631 125,146,911 1,403,638 25,574,571 157,334,675
Accumulated depreciation / impairment:

Balance as of Janvary 1, 2017 $ - 1,449,795 86,874,012 1,124,011 - 89,447,818
Depreciation for the period - 225,941 8,156,317 36,140 - 8,418,308
Impairment loss - - 488,988 - - 438,988
Disposals - - (360,939) (23,466) - (384,405)
Derecognized lease assets - - - (136,693) - (136,693)
Reclassiftcation - - (28,759 28,759 - -
Balance as of December 31,2017 N - 1,675,736 95,129,619 1,028,751 - 97,834,106
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Machinery

and Other Under
Land Building (0| 1 equipment construction Total

Balance as of January 1, 2016 3 - 1,289,864 80,230,039 1,115,400 - 82,635,303

Depreciation for the period - 159,931 5,682,429 46,875 - 5,889,235

Impairment loss - - 1,157,024 1,177 - 1,158,201

Disposals - - (204,747) (30,174) - (234,921)

Reclassification - - 9,267 (3.267) - -

Balance as of December 31, 2016 s - 1,449,795 86,874,012 1,124,011 - 89,447,818
Carrying amounts: ‘

Balance as of December 31, 2017 H 1,013,924 5,825,052 77,522,401 78,875 1,778,293 86,218,545

Balance as of December 31, 2016 § 1,013,924 2,745,836 38,272,899 279,627 25,574,571 67,886,857
(i) Impairment {oss

(i)

(iii)

(iv)

The impairment loss amounting to $488,988 and $1,158,201 were recognized for the years
ended December 31, 2017 and 2016, respectively, because the Company expected the future
recoverable amounts of equipment, which have been identified to be no longer used in its
future operation, would be lower than the book value.

Leased assets
Please refer to Note 6(1) for the further description of finance lease liabilities.
Property, plant and equipment under construction

For the years ended December 31,

2017 2016
Capitalized interest amounts S 163.901 39,109
Capitalized interest rates 1.79%~1.98% _1.92%~2.09%

Secured

Please refer to Note 8 for details of the long-term borrowings and the amount of the guarantee
as of December 31, 2017 and 2016, respectively.

(Continued)
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Lease receivables

()

(i)

On June 18, 2009, the Company signed an amended long term lease agreement with Inotera
Memories, Inc. and MeiYa Technology Corp. on the lease of building, facilities and land
located on 348, 348-1 and 348-3, Hwa Ya Section, Kueishan District, Taoyuan City. This
amended lease agreement, which took effect retroactively from January 1, 2009, includes the
renewal term. Initial lease term is from January 1, 2009 to December 31, 2018. However
Inotera Memories, Inc. is entitled to renew this amended lease agreement for an unlimited
number of consecutive additional terms of five years each, by providing a written notice with
the intention to renew the lease term commencing from January 1, 2019. In addition, Inotera
Memories, Inc. has an exclusive option to purchase the leased assets for a total purchase price
of USD50,000 thousand on and after January 1, 2024, Also, the rental receivable for the entire
year of 2009 has been waived. Initial yearly rentals for the leased building (including facilities
and land) were USD13,010 thousand and USD1,990 thousand, respectively from Januvary 1,
2010 to December 31, 2018; the first yearly renewal rentals for the leased building (including
facilities and land) will be USDS8,010 thousand and USD1,990 thousand, respectively, from
January 1, 2019 to December 31, 2023; the subsequent yearly renewal rentals for the leased
building (including facilities and land) will be USD10 thousand and USD1,990 thousand
commencing from Januvary 1, 2024, The amended lease agreement for the building (including
facilities) is treated as a capital lease because (a) the present value of the periodic rental
payments made since the inception date is at least 90% of the market value of the leased assets
and (b) the lease term is equal to 75% or more of the total estimated economic life of the
leased assets. The land is treated as an operating lease.

The total lease receivable from the capital lease of the building (including facilities) was
$5,185,620; the implicit interest rate was 10.56%. The cost of the leased assets at the
beginning of the lease period was $2,656,223. The difference was recognized as unrealized
interest revenue of $2,529,397. For the years ended December 31, 2017 and 2016, the

Company recognized the interest revenue of $150,240 and $177,867, respectively, from the
amortization of unrealized interest revenue,

The details of lease receivables were as follows:

December 31, 2017 December 31, 2016
Present value Present value
of minimum of minimum
Gross Unearned lease Gross Unearned lease
investment finance payments investment finance payments
in the lease income receivable in the lease income receivable
Less than one year $ 429330 119,578 309,752 429,330 150,240 279,090

Between one and five years 1,057,320 268,124 789,196 1,222,320 352,504 869,816
More than five years 264,330 10,025 254.305 528.660 45,223 483,437
Sub-total $ 1,750,980 397,727 1,353,253 2,180,310 547,967 1,632,343
Current 5 309,752 279,090
Non-current 1,043,501 1,353,253
3 1,353,253 1,632,343
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Long-term borrowings

December 31, 2017
Currency  Interest rate range  Expiration Amount
Unused long term of credit $_ 1.600,000
December 31, 2016
Currency  Interest rate range Expiration Amount
Secured bank borrowings TWD 1.7895%~2.1668%  2019~2021 § 22,960,000
Less: Current portion of (7.786,000)
long-term borrowings
Total $_ 15,174,000
Unused long term of credit $__ 1,300,000

(i) Issuance and redemption of loans

1) The Company signed a syndicated loan agreement with Taiwan Cooperative Bank, the
lead bank, and 15 other banks (hereinafter referred to as "the syndicate bank™) for a
syndicated loan with a credit line of $12,000,000 on February 18, 2016 and applied for
appropriation of loans of $11,000,000 as of December 31, 2017. The Company has fully
repaid the syndicated loan in December, 2017.

2)  The Company signed a syndicated loan agreement with Bank of Taiwan, the lead bank,
and 14 other banks (hereinafter referred to as "the syndicate banks") for a syndicated loan
with a credit line of $12,000,000 on January 2, 2014, and applied for appropriation of
loans of $12,000,000 as of November 30, 2017. The Company has fully repaid the
syndicated loan in November, 2017.

(i) Collaterals for bank loans

Please refer to Note 8 for information on assets pledged as loan collateral by the Company.

Bonds Payable
December 31,
2017
Issuance of unsecured overseas convertible bonds $ 15,218,000
Unamortized discount on bonds payable (229,383)
Conversion of convertible bonds to ordinary shares {11,701.906)
Balance at end of period . §_ 3.286,711

{Continued)



33

NANYA TECHNOLOGY CORPORATION
Notes to Financial Statements

For the year ended
December 31, 2017
Embedded derivatives-call and put options and conversion rights remeasured at fair
value through loss (included financial liabilities at fair value through profit or loss) § 1,856,146
Embedded derivatives-call and put options and conversion rights remeasured at fair
value through loss {(included other gain and losses) kY 7,598,748

Ttem

The first nnsecured overseas convertible bond

. Issue amount

. Issue par value

. Issue period

. Bond expiration
. Coupon rate

. Conversion price

~1 O W RN e

. Conversion period

8. Put option of bond holders

9. Call option of issuer

USD500,000 thousand
USD200 thousand
2017.1.24~2022.1.24
5 years
0%
TWD52.47 dollars

The bondholder has the right to convert any bonds into shares that
are subject to the terms set forth in the contract. The bonds are
convertible anytime after 40 day from the issuance date (excluding
the issuance date itself).

(A)Each bondholder may require the Company to redeem, in whole
or in part, the convertible bonds at an amount, hereinafter
referred to as “Early Redemption Amount”(ERA), calculated at
par value, plus, interest compensation, which is calculated semi-
annually at the rate of 1.75% per annum, after 3 years from the
issuance date (excluding the issuance date itself).

(B)Each bondholder may redeem in advance, in whole or in part,
the convertible bond if the Company is delisted from the Taiwan
stock exchange.

(C)Each bondholder may redeem in advance, in whole or in part,
the convertible bonds if the Company meets all the conditions
on the changes in its rights of control in the contract.

{A)The issuer may redeem, in whole or in part, the convertible
bonds at the ERA if the closing price of the Company’s shares
which translated into US dollars at the prevailing rate for a
period of 20 trading days in any period of 30 consecutive
trading days is above 130 percent of the ERA multiplied the
conversion ratio and divided by par value.

(B)The issuer may redeem its outstanding convertible bonds at their
Early Redemption Amount if more than 90 per cent, in
principal, of the amount of the bonds have already been
converted, redeemed, repurchased or cancelled.

(C)The issuer may redeem, in whole or in part, or the convertible
bonds at their Early Redemption Amount if the Company has
become obliged to pay the additional interests and costs as a
result of any changes in, or amendment to, the laws or
regulations of the ROC.
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The host contract debt instruments and derivative conversion rights instruments were included in

convertible bond, the host contract are measured at an effective annual rate equal to 1.6593%; the
derivative conversion rights instruments are measured at fair value recognized in profit or loss.
The Company approved to distribute its cash dividends for 2016 in the general meeting of
stockholders held on May 26, 2017. As a result, the conversion price decreased to $50.94 dollars
since June 26, 2017 (ex-dividend date).

Finance lease liabilities

)

(i)

(iii)

(iv)

The Company signed a long-term lease agreement with Inotera Memories, Inc. to lease out a
portion of the building and land (including supplemental equipment) located at No. 667,
Fuhsing 3rd Road, Hwa-Ya Technology Park, Kueishan Dist., Taoyuan City. The lease term
covers a total lease period of 354 months commencing from July 1, 2005, and will expire on
December 31, 2034 (including the period when the lease is automatically extended). The
monthly rentals for the lease of building and land (including supplemental equipment) were
$2,058 and $310, respectively. The lease of the building is treated as a finance lease because
the present value of the periodic rental payments made since the inception date is at least 90%
of the market value of the leased assets. However, the lease of the land is treated as an
operating lease.

The lease of the building is treated as a finance lease with implicit interest rate of 5.88%. The
net carrying value of leased assets and the initial total amount of lease payable for the finance

lease of the building was $345,637.

The rental expenses from the lease of land which was treated as an operating lease amounted to

$620 and $3,719 for the years ended December 31, 2017 and 2016, respectively. These
expenses were fully paid as of December 31, 2017 and 2016.

The Company signed an agreement for termination on its lease with Inotera Memories Inc. in
March 2017. The Company derecognized the lease obligation payables on the termination date
and recognized a gain on disposal of lease payable amounting to $63,542 for the difference
between carrying amount and fair value of leased property.

December 31, 2017 December 31, 2016

Present Present

Future value of Future value of

minimum minimum  minimum minimum

lease lease lease lease

payments Interest payments  payments Interest payments
Less than one year § - - - 24,698 15,868 8,830
Between one and five years - - - 98,792 57,807 40,985
More than five years - - - 321,071 96,963 224,108
Subtotal § - - - 444,561 170,638 273,923
Lease payables-related parties $ - 8,830
Current - 265.093
Non-current h) - 273,923
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(m) Employee benefits

()

Defined benefit plan

The movements in the present value of the defined benefit obligations and fair value of plan
assets were as follows:

December 31, December 31,

2017 2016
Present value of defined benefit obligations $ 984,774 898,602
Fair value of plan assets (458,977) (445,089)
Net defined benefit liabilities S 525,797 453,513

The Company has established an employee defined benefit retirement plan covering full-time
employees. Under this plan, contributions are made to an independent fund that is deposited
with Bank of Taiwan. Employees are eligible for retirement and payments of retirement
benefits are based on years of service and the average salary for the last six months before the
employee’s retirement according to the R.O.C. Labor Standards Law.

1)  Composition of plan assets

The Labor Pension Fund Supervisory Committee manages the Company’s pension fund
which is being funded according to the Labor Standards Law. Under the Regulations for
Revenues, Expenditures, Safeguard and Utilization of the Labor Retirement Fund, this
fund is required to distribute minimum income but such minimum income shall not be
less than the interest income derived from two-year time deposit with the Jocal banks.

As of December 31, 2017, the Company’s pension fund with Bank of Taiwan amounted

to $458,977. Please refer to the related information published on the website of the Labor
Pension Supervisory Committee concerning the utilization of the labor pension fund,
related yield rate and its allocation.

2) Movements in present value of the defined benefit obligations

For the years ended December 31,

2017 2016

Defined benefit obligation as of January 1, $ 898,602 1,189,853
Current service and interest costs 16,893 23,623
Remeasurement of net defined benefit liabilities

— actuarial losses arising from change in financial 82,226 (133,559}

assumptions

Benefits paid (12.947) (181,315)
Defined benefit obligation as of December 31, $ 984,774 898,602

(Continued)
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Movements in fair value of defined benefit plan assets

For the years ended December 31,

2017 2016

Fair value of plan assets as of January 1, $ 445,089 433,993
Interest income 5,660 6,565
Remeasurement of net defined liabilities

—return on pian assets {excluding interest income) (1,319) (3,468)
Contributions from employer 13,918 13,382
Benefits already paid by the plan (4,371) (5,883)
Fair value of plan assets as of December 31, 3 458,977 445,089

Expenses recognized in profit or loss

For the vears ended December 31,

2017 2016

Current service costs $ 5,660 5,822
Net interest income of net defined benefit liabilities 11,233 17,801
Operating expected rate of return for the plan asset (5,660} (6,565)

S 11,233 17.058
Cost of goods sold b 7,759 11,685
Operating expenses 3474 5,373

$ 11,233 17,058

Remeasurement of net defined benefit liabilities recognized in other comprehensive
income

For the years ended December 31,

2017 2016
Balance as of January 1, b (57,613) 50,363
Recognized during the period 69.342 (107.976)
Balance as of December 31, h 11,729 (57,613)

Actuarial assumptions

December 31, December 31,

2017 2016
Discount rate 1.25 % 1.25 %
Future salary increases 2.85 % 2.50 %
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Based on the actuarial report, the Company is expected to make contributions of $11,853
to the defined benefit plans in 2018.

The weighted average duration of the defined benefit plan is 20 years.
7)  Sensitivity analysis

As of December 31, 2017 and 2016, the effects of the present value of the defined benefit
obligation arising from changes in principal actuarial assumptions were as follows:

Effect of defined
benefit obligations
Increase Decrease
amount amount
December 31, 2017
Discount rate (change 0.25%) 43,318 (41,134)
Future salaries (change1%) 184,951 (153,472)
December 31, 2016
Discount rate {change 0.25%) 41,329 (39,181)
Future salaries (change1%) 177,222 (146,032)

The sensitivity analysis presented above may not be representative of the actual change
in the present value of the defined benefit obligation as it is unlikely that the change in
assumptions would occur in isolation of one another as some of the assumptions may be
correlated. The sensitivity analysis adopts the same methods for determining the defined
benefit assets at balance sheet date.

The same methods and assumptions are adopted in the two-year sensitivity analysis.
(ii) Defined contribution plan

The Company contributes an amount equal to 6% of the employee’ s monthly wages to the
Labor Pension personal account of the Bureau of the Labor Insurance in accordance with the
provisions of the Labor Pension Act, under which, the Company is not required to bear the
regulated or putative obligation subsequent to the payment of fixed-rate contribution.

The Company’s pension costs under the contribution pension plan amounted to $115,738 and
$103,037 for the vears ended 2017 and 2016, respectively.

(Continued)
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(n) Income tax

()

The Company’s income tax expense recognized for the years ended December 31, 2017 and
2016 were as follows:

For the years ended December 31,

2017 2016
Current tax expense
Current period $ 68 1,328,701
Adjustment for prior periods 8,597 -
10% surtax on undistributed earnings 1,502,491 644.896
Tax expense $ 1,511,156 1,973,597

The Company’s tax (expense) income recognized in other comprehensive income for the years
ended December 31, 2017 and 2016 were as follows:

For the years ended December 31,

2017 2016
Ttems that could not be reclassified subsequently to profit or
loss:
Remeasurement of net defined benefit plan h 14,203 (22.115)
Items that may be reclassified subsequently to profit and loss:
Unrealized (losses) gains on available-for-sale financial 3 (1,602.346) 1,602,346
assets

The Company’ s tax expense calculated at the statutory income tax rate on the financial
reporting income before income taxes was reconciled to the tax expense as follows:

For the years ended December 31,

2017 2016

Income tax calculated based on local tax rate 8 7,104,824 4,368,129
Tax effect of permanent differences 1,318,163 5,811
Change in unrecognized temporary differences 96,495 -

Tax effect of unrecognized current-year loss carryforward (8,519,482) (4,373,941)
Adjustment for prior periods 8,597 -

10% surtax on undistributed earnings 1,502,491 644,896
Income basic tax 68 1,328,702
Total $ 1,511,156 1,973,597
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(ii} Deferred tax assets and liabilities
1)  Unrecognized deferred income tax assets

The components of unrecognized deferred income tax assets of the Company were as

follows:
December 31, December 31,
2017 2016
Net operating loss carry forwards 5 7.863,392 13,022,371

The ROC Income Tax Act allows tax losses, as assessed by the tax authorities, to offset
taxable income over a period of ten years for local tax reporting purposes. The
aforementioned tax losses are not recognized as deferred tax assets as the Company
estimates that the taxable income in the future will not be sufficient for covering
tempeorary differences.

As of December 31, 2017, under ROC Income Tax, the unused loss carry forward
benefits available to the Company were as follows:

Year Unused loss carry forward Expiry year
2011 $ 12,833,387 2021
2012 29,717,148 2022
2013 3,704,714 2023
Total A 46,255,249

2)  Recognized deferred tax liabilities and assets

The changes in recognized deferred tax assets and liabilities in 2017 and 2016 were as
follows:

Deferred tax assets :

Operating loss

carry forwards Others Total
Balance as of January 1, 2017 3 807,371 61,911 869,282
Recognized in profit or loss (510,176) 544,394 34,218
Recognized in other comprehensive
income - 14.203 14,203
Balance as of December 31, 2017  § 297,195 620,508 917,703
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Operating loss
carry forwards Qthers Total
Balance as of January 1, 2016 $ 771,903 01,419 869,322
Recognized in profit or loss 29,468 (7,393) 22,075
Recognized in other comprehensive
income - (22.115) (22,115)
Balance as of December 31,2016 §$ 807,371 61,911 869,282
Deferred tax liabilities :
Unrealized
_ gains (losses)
on available-
for-sale
financial assets Others Total
Balance as of January 1, 2017 $ 1,602,346 28,914 1,631,260
Recognized in profit or loss - 34,218 34,218
Recognized in other comprehensive
income (1,602.346) - (1.,602,346)
Balance as of December 31,2017 § - 63,132 63,132
Balance as of January 1, 2016 $ - 6,838 6,838
Recognized in profit or loss - 22,076 22,076
Recognized in other comprehensive
income 1,602,346 - 1,602,346
Balance as of December 31,2016 § 1,602,346 28,914 1,631,260

The Company's income tax returns have been examined by the ROC tax authority

through 2015.

Information related to the integrated income tax were as follows:

December 31, December 31,
2017 2016
Unappropriated retained earnings in 1998 and
thereafter $_ 69,734,440 36,296,086
Imputation credit account balance b 1,771,664 240,779
2017 (estimated) 2016(actual)
Tax deduction ratio for earnings distribution to ROC
residents 2.54 % 5.77 %
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Under the integrated income tax system, the above imputation credit account and
creditable ratio were calculated according to the formal interpretation No.10204562810
issued by Taxation Administration, Ministry of Finance, R.O.C. on October 17, 2013.

According to the amendments to the "Income Tax Act” enacted by the office of the
President of the Republic of China (Taiwan) on February 7, 2018, effective January 1,
2018, companies will no longer be required to establish, record, calculate, and distribute
their ICA due to the abolishment of the imputation tax system. The information presented
above is for reference only.

(o) Capital and other equity

As of December 31, 2017 and 2016, the Company’s government registered total authorized capital
both amounted to $300,000,000 with $10 par value per share, the number of ordinary shares both
were 30,000,000 thousand shares and total paid-up ordinary share amounted to $29,639,382, and
$27,485,658 respectively. All issued shares were paid up upon issuance.

The movements of shares outstanding for the years ended December 31, 2017 and 2016 were as

follows:

Ordinary Shares

2017 2016

Balance as of January 1, 2,748,566 2,428,566
Conversion of convertible bonds 215,372 -
Issue of shares - 320,000
Balance as of December 31, 2.963.938 2,748,566
(i) Ordinary share

For the year ended December 31, 2017, the overseas convertible bondholders exercised some
of their conversion rights and the Company issued 215,372 thousand ordinary shares and
22,396 thousand shares of certificates of entitlement at a par value which totaled $2,377,682.
The process for the registration of 215,372 thousand ordinary shares had been completed.

On January 14, 2016 the Company increase ordinary shares through the issuance of 320,000
thousand ordinary shares of stock, the price of $36.5 dollars per share, respectively, with the
total values amounting to $11,675,000 respectively. All issued shares were paid up upon
issuance. Also, the process for the registration thereof was completed.

On March 22, 2012 and October 24, 2012, the Company’ s board of directors approved to
increase the Company’ s capital though carrying out a private placement of ordinary shares
with the issuance of 3,800,000 thousand ordinary shares and 5,294,118 thousand ordinary
shares after reducing the Company’s capital to 380,319 thousand ordinary shares and 529,856

thousand ordinary shares, respectively, at a discounted issuance price of $1.7 dollars per share.
This capital increase was approved by the Securities and Futures Bureau (SFB). Also, the
process for the registration thereof was completed. According to the Securities and Exchange

(Continued)
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Act, the transfer of such privately placed ordinary shares within three years from the delivery
date is forbidden, except when the transferees conform to Article 43-8 of the Securities and
Exchange Act.

Capital surplus
December 31, December 31,
2017 2016
Employee stock option plans 3 2,127,034 1,667,461
Premium from the issuance of stock 25,150,157 9,852,246
Other - 3.300

$ 27,277,191 11,523,007

In accordance with the R.O.C. Company Act, realized capital reserves can only be reclassified
as share capital or distributed as cash dividends after offsetting losses. The aforementioned
capital reserves include share premiums and donation gains. In accordance with the Securities
Offering and Issuance Guidelines, the capitalization of capital reserves every year shall not
exceed 10 percent of the paid-up capital.

Retain earning

According to the Company’s Articles of Incorporation, the Company’s annual net profit, after
providing for income tax and covering the losses of previous years, is first set aside for legal
reserve at the rate of 10% thereof until the accumulated balance of legal reserve equals the
total issued capital and any special reserves pursvant to relevant laws and regulations. The
remainder, plus the undistributed earnings of the previous years, are distributed or left
undistributed for business purposes according to the resolution of the stockholders’ dividend
distribution plan, which are initially proposed by the board of directors and adopted by the
shareholders in the annual stockholders’ meeting,

As it belongs to a highly capital intensive industry with strong growth potential, the Company
adopts a dividend distribution policy which is in line with its plans for product line expansion
and the demand of fund. This policy requires that the distribution of cash dividends shall be
equal to at least fifty percent (50%) of the Company’s total dividend distribution every year.

1) Legal reserve

In accordance with the R.O.C. Company Act, 10% of net income should be set aside as
legal reserve, until it is equal to share capital. When the Company incurs no loss, it may,
in pursuant to a resolution to be adopted by a shareholders’ meeting, distribute its legal
reserve by issuing new shares or by cash. Only the portion of legal reserve which exceeds
25 percent of the paid-in capital may be distributed.
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2)  Special reserve

In accordance with Ruling No. 1010012865 issued by the FSC on April 6, 2012, a
portion of current-period earnings and undistributed prior-period earnings shall be
reclassified as special earnings reserve during earnings distribution. The amount to be
reclassified should equal the current-period total net reduction of other shareholders’
equity. Similarly, a portion of undistributed prior-period earnings shall be reclassified as
special earnings reserve (and does not qualify for earnings distribution) to account for
cumulative changes to other shareholders’ equity pertaining to prior periods. Amounts of
subsequent reversals pertaining to the net reduction of other shareholders’ equity shall
qualify for additional distributions.

3)  Earnings distribution

Earnings distribution for 2016 and 2015 was approved in the general meeting of
shareholders held on May 26, 2017 and June 22, 2016, respectively. The relevant
dividend distributions to shareholders were as follows:

For the year ended December 31,

2016
Dividends
per share Amount
Dividends attributable to ordinary shareholders:
Cash dividends $ 1.50 4,122.848
For the year ended December 31,
2015
Dividends
per share Amount
Dividends atiributable to ordinary shareholders:
Cash dividends b 2.80 7,695,984

(iv) Treasury shares
The Company's shares of stock held by subsidiaries were as follows:

December 31, December 31,

2017 2016
Numbers of shares as of December 31, - 687
Ending balance as of December 31, b - 347,533
Book value per share S - 505.46
Price per share (dollars) , $ - 48.30

As of December 31, 2017, the Company’s subsidiary, Pei Jen Co., Ltd., had already sold all of
shares of the Company, at the Company's average market price per share. The Company

recognized the deduction of capital surplus of $4,331 due to the disposal price being lower
than the book value of treasury shares, then recognized the remaining deduction of retained

earnings of $283,808 after debiting all the capital surplus.
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(v) Other equity (net of tax)

Exchange
differences on Unrealized gains
translation of (losses) on
foreign financial available-for-
statements sale financial assets
Balance as of January 1, 2017 hY (16,846) 7,805,947
Exchange differences on translation of foreign financial statements,
net of tax
The Company (22,317) -
Unrealized losses on available-for-sale financial assets:
The Company - (7.805.947)
Balance as of December 31, 2017 5 (39,163) -
Balance as of January 1, 2016 5 (11,588) 7,018
Exchange differences on translation of foreign financial statements,
net of tax:
The Company (5,258) -
Unrealized gains on available-for-sale financial assets:
The Company - 7,798,929
Balance as of December 31, 2016 $ (16,846) 7,805,947

(p} Share-based payment transactions

The Company has issued stock options under the employee stock option plan (ESOP) as follows:

The 7" batch of The 8* batch of The 9" batch of
Employee Stock Employee Stock Employee Stock
Option Plan Option Plan Option Plan
Grant date 2011.3.21 2016.5.10 2016.8.11
Grant unit 70,000 97,500 2,500
Exercise price 14.6 38.0 36.6
(Notes1~6)
Deal period 8 years 8 years 8 years

Vested Conditions Duration of two years ~ Duration of two years ~ Duration of two yeats
duration and at certain  duration and at certain  duration and at certain
proportion proportion proportion

Note 1: The Company increased its capital through carrying out a private placement of ordinary shares in 2011,
2012 and 2013. As a result, the exercise price of the 7th batch of the employee stock option plan was
adjusted to $6.0 dollars, $5.1 dollars and $4.3 dollars, respectively, in accordance with the offering
and exercising terms and conditions of ESOP.

Note 2: The Company reduced its capital in 2014. As a result, the exercise price of the 7th batch of the
employee stock option plan was adjusted to $43 dollars in accordance with the offering and exercising
terms and conditions of ESOP.

Note 3: The Company approved to distribute its cash dividends in 2015. As a result, the exercise price of the
7th batch of the employee stock option plan was adjusted to $41.5 dollars in accordance with the
offering and exercising terms and conditions of ESOP.
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Note 4: The Company increased its capital through issuing of shares in 2016. As a result, the exercise price of

the 7th batch of the employee stock option plan was adjusted to $40.9 dollars in accordance with the
offering and exercising terms and conditions of ESOP.

Note 5: The Company approved to distribute its cash dividends in 2016. As a result, the exercise price of the

7th and 8th batch of the employee stock option plan were adjusted to $38 dollars and $35.3 dollars,
respectively, in accordance with the offering and exercising terms and conditions of ESOP.

Note 6: The Company approved to distribute its cash dividends in 2017. As a result, the exercise price of the

M

(i)

7th, 8th and 9th batch of the employee stock option plan were adjusted to $36.9 dollars, $34.3 dollars
and $35.5 dollars, respectively, in accordance with the offering and exercising terms and conditions of
ESOP.

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

The 74 batch of  The 8+ batch of = The 9= batch of
Employee Stock Employee Stock  Employee Stock

Option Plan Option Plan Option Plan
Dividend rate - % - % - %
Expected volatility 53.79 % 5547 % 45.80 %
Risk-free rate 0.9307 % 0.5728 % 0.529 %
Fair value of unit stock option  $ 5.91] 18.77 15.30

{dollar)

Expected volatility is based on weighted average of historical volatility, and it is adjusted
accordingly when there is additional market information about the volatility. The expected
term of stock option is based on each of the Company’s issued stock option plans. Expected
dividend and risk-free rate is determined based on government bonds.

Relevant information of employee stock option plans

For the years ended December 31,

2017 2016
Weighted- Weighted-
average Number of average Number of
exercise options exercise options
(price TWD} (Units) (price TWD) (Units)

Qutstanding as of January 1, 36.37 162,030 42,79 71,846
Options granted - - 3533 100,000
Options forfeited 35.09 (6,656) 46.02 (1,865)
Options expired - - 46.02 (1.951)
QOutstanding as of December 31, 35.34 155,374 36.37 162,030
Options exercisable as of December 31, 36.90 61,060 38.00 62,877
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Further details of the stock options of the Company were as follows:

December 31, December 31,

2017 2016
Range of exercise price (dollar) 34.30~36.90 35.30~38.00
Weighted average of remaining option plan period (year) 1.22~6.61 2.22~7.61

(iii) Compensation cost

For the years ended December 31,
2017 2016

Compensation cost arising from share options granted to
employees 5 459,573 294,985

Earnings per share

For the years ended December 31,

2017 2016

Basic earnings per share :
Net income attributable to the Company h) 40,281,927 23,721,277
Weighted-average number of ordinary shares outstanding (basic) 2,806,025 2,736,512
Basic earnings per share (doilars) $ 14.36 8.67
Diluted earnings per share:
Net income attributable to the Company b} 40,281,914 23,721,277
Effect of potentially dilutive ordinary shares

Weighted-average number of ordinary shares (basic) 2,806,025 2,736,512

Effect of employee stock option 68,133 8,064

Effect of employee remuneration 19,564 -
Weighted-average number of ordinary shares (diluted) 2,893,722 2,744,576
Diluted earnings per share {dollars) h 13.92 8.64

Because of the convertible bonds issued by the Company in 2017 were anti-dilutive, no diluted
earnings per share were calculated.

Remuneration to employees

According to the Company's articles of incorporation, if the Company makes a profit, it should
appropriate for employee compensation which is calculated based on 1% to 12% of the Company's
net income before tax before deduction of employee compensation, and after offsetting accumulated
deficits, if any, should be distributed as employee compensations. Employees who are entitled to
receive the above mentioned employee compensation, in shares or cash, include the employees of the
subsidiaries of the Company who meet certain specific requirements. The estimated employee
remuneration which was charged to profit or loss under operating costs or expense amounted to

$1,364,013 and $418,481 for the years ended December 31, 2017 and 2016, respectively. This
employee remuneration was estimated based on the Company's net income before tax before
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deducting any employee compensation, according to the earnings allocation method as stated under
the Company's articles of association, the related information would be available at the Market

Observation Post System website.

There is no difference between the estimated employee remuneration, which was stated in the
financial statements for the year ended December 31, 2017, and the amounts approved by the

Company's board of directors.

The Company's board of directors approved to increase its employee remuneration for 2016. The
difference between the estimated amount in the financial statements for the year ended December

31, 2016 and the amount approved by the Company’s shareholders was $41,866, resulting in the
actual distributions to decrease to $422,281. As a result, the difference of $3,800 was charged to

profit or loss in 2017.
Non-operating income and expenses

(i) Other incomes

Bank deposits and short-term notes

Financial leases

(ii) Other gains and losses

Foreign exchange losses, net
Gain on disposal of lease payable

Gain on disposal of investments accounted for using equity
method

Gain on disposal of available-for-sale financial assets

Gain (loss) on disposal of property, plant and equipment

Net loss on financial liabilities at fair value through profit or loss
Impairment loss on financial assets

ITmpairment loss on non-financial assets

Others

For the years ended Pecember 31,

2017 2016
8 235,724 69,858
150,240 177,867
b 385.964 247,725

For the years ended December 31,

2017 2016
$ (924,980) (312,296)
63,542 .
. 19,942,974
32,106,247 -
3,230 (7,852)
(7,981,043) -
- (190,620)
(488,988) (1,158,201)
336,228 (593,757)
S 23114236 17,680,248
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(iii) Finance costs

For the years ended December 31,

2017 2016

Bank loans $ 352,567 407,941
Financing from entities with significant influence over the

Company 69,898 118,444
Financing from other related parties 20,238 193,754
Lease payments 2,700 16,371
Amortization interest of overseas convertible bond 175,186 -
Others 184 235
Less: Capitalized of interest (163,90 (39.109)

b 456,872 697.636

Reclassification adjustment of other comprehensive income

For the years ended December 31,

2017 2016
Available- for-sale financial assets
Net change in fair value $ 24,300,300 7,805,947
Net change in fair value reclassified to profit or loss (32,106,247 -
Net change in fair value recognized in other comprehensive income 5 (7,805.947) 7,805,947

Financial instruments

(i) Creditrisk

1)

2)

Exposure to credit risk

The carrying amount of accounts receivable represents the maximum exposure to credit
risk.

Concentration of credit risk

The majority of Company's customers are mostly those in the high-tech industry. In order
to reduce accounts receivable credit risk, the Company continuously assesses the
financial condition of its customers. If it is necessary, the Company will ask for
guarantees or warranties. The Company still regularly assesses the likelihood of
collectability of accounts receivable and sets aside allowance for bad debts, based on the
result of management’s evaluation of the overall amounts of bad debts.

As of December 31, 2017 and 2016, the Company’s largest customers consisted of eight

and seven customers which accounted for 82.46% and 51.50%, respectively, of accounts
receivable so that management believes the concentration of credit risk.
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The following are the remaining contractval maturities at the end of the reporting period of
financial liabilities, including estimated interest payments but excluding the impact of netting

agreements:

December 31, 2017
Derivative financial liabilities
Derivative instruments not used for hedging
Embedded dervative-convertible bonds
Non-derivative financial $abilities
Accounts payable (including related parties)
Other payable (including related parties)
Bonds payable

Deeember 31, 2016

Non-derivative financial liabilities

Secured bank loans

Financing from entities with significant influence

over the Company
Financing from other related parties
Finance lease linbilities
Actounts payable Gneluding related parties)
Other payable (including related parties)

Carrying Contractual Within &
amount cash flow months 6-12months 1-2years 2-Syears Qver 5 years
5 382,285 382205 382,205 - - - -
1,856,146 - - - - - .
3,324,946 3,324,946 3,324,946 - - - -
7,301,770 7,301,770 7,301,770 - - - -
3,286,711 3.759.096 - - - 3,755,096 -
s 16,151,368 14,768,107 11,009,011 - - 3,759,006 =
3 22,960,000 24,154,481 5,656,595 2,613,300 10,965,450 4,919,136 -
8,000,000 8,116,112 - 8,116,112 - - -
4,500,000 4,565,313 - 4,565,313 - - -
273,923 444,561 12,349 12,349 24,698 74,093 321,072
5,579,739 5,579,739 5,579,739 - - - -
5,224.825 5.224.8235 5,224,825 - - - -
5 46,538,487 48,085,031 16,473,508 15,307,074 10,990,148 4,993,229 321,072

It is not expected that the cash flows included in the maturity analysis could occur significantly
carlier, or at significantly different amounts.

Currency risk

1)  Exposure to currency risk

The Company’s significant exposure to foreign currency risk was as follows:

Financial assets:
Monetary items
UsD
JPY
EUR

December 31, 2017 December 31, 2016
Foreign Foreign New Foreign Foreign New
currency rate Taiwan currency rate Taiwan
(in thousands) (dollars) Dollars {in thousands)  (dollars) Dollars
1,333,247 29.848 39,794,756 399,509 32279 12,895,751
4,775,053 0.2641 1,261,001 2,000,329 02768 553,691
25 35.6081 890 85 33.846 2,877

(Continued)



50

NANYA TECHNOLOGY CORPORATION
Notes to Financial Statements

December 31, 2017 December 31, 2016
Foreign Foreign New Foreign Foreign New
currency rate Taiwan currency rate Taiwan
{in thousands) {dollars) Dollars (in thousands)  (dollars) . Dollars
Financial liabilities:

Monetary items
uspD 3 552,528 20848 16,491,856 95,419 32279 3,080,030
IPY 1,151,036 0.2641 303,989 4,127,546 0.2768 1,142,505
EUR 1,567 35.6080 55,798 3,884 33.846 131,458

2}  Sensitivity analysis

The Company’ s exposure to foreign currency risk arises from the foreign currency
exchange fluctuations on cash and cash equivalents, accounts receivable, accounts
payable, and other payables which are denominated in different foreign currencies. A 1%
depreciation of the TWD against the USD, EUR, and JPY as of December 31, 2017 and
2016 would have increased the net income before tax by $242,051 and $90,983 for the
years ended December 31, 2017 and 2016, respectively. This analysis assumes that all
other variables remain constant and ignores any impact of forecasted sales and purchases.
The analysis is performed on the same basis.

Since the Company has many kinds of functional currency, the information on foreign
exchange loss on monetary items is disclosed by total amount. For the years ended
December 31, 2017 and 2016, foreign exchange loss (including realized and unrealized

portions) amounted to $924,980 and $312,296, respectively.
(iv) Interest risk

The Company's exposure to interest rate risk arising from financial assets and liabilities is
discussed further in the management of liquidity risk.

The following sensitivity analysis is based on the risk exposure to interest rates of the
derivative and non-derivative financial instruments on the reporting date. For variable rate
instruments, the sensitivity analysis assumes the liabilities bearing variable interest rates are
outstanding for the whole year. A 1% increase in interest rate is assessed by management to be
a reasonably possible change in interest rate.

An increase of 1% in interest rates mainly from loans with floating interest rates at the

reporting date would have decreased net income before tax by $0 and $354,600 for the years
ended December 31, 2017 and 2016, respectively.
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(v) Fair value of financial instruments
1)  Types and fair value of financial instruments

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

December 31, 2017
Fair Value
Book Value Level 1 Level 2 Level 3 Total
Loans and receivables :
Cash and cash equivalents 3 32,626,041 - - - -
Accounts receivable, net
(including related parties) 9,050,599 - - - -
Other receivables 11,279,823 - - - -
Lease payments receivable (including
current portion) 1,353.253 - - - -
Total $_ 54.309,716 - - - -
Financial liabilities at fair value through
profit or loss
Derivative financial liabilities $_ 2238441 - 2238441 - 2.238.441
Financial liabilities measured at
amortized cost
Accounts payable (including related
parties) 3,324,946 - - ) - -
Otiter payables (including related
parties) 7,301,770 - - - -
Bonds payable 3.286.711 - 3.405,337 - 3.405.337
Subtotal 13,913.427 - 3.405.337 - 3,405,337
Total $ 16,151,868 - 5,643.778 - 5,643,778
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December 31, 2016
Fair Value
Book Value Level 1 Level 2 Level 3 Total
Available-for-sale financial assets
Domestic money market fund § 2,000,360 - 2,000,360 - 2,000,360
Foreign listed stock 40.882.664 _ 40.882.664 - - 40.882,664
Total $ 42,883,024 40,882,664 2,000,360 - 42,883,024
Loans and receivables :
Cash and cash equivalents $ 8427379 - - - -
Accounts receivable, net (including
related parties) 5,998,754 - - - -
Other receivables (including related
parties) 1,690,160 - - - .
Lease payments receivable (including
current portion) 1,632,343 - - - -
Subtotal 17.748.636 - - - -
Total §_ 60,631,660 _ 40.882.664 2,000,360 - 42,883,024

Financial liabilities measured at
amortized cost

Notes and accounts payable

(including related parties) 5,579,739 - - - -
Other payables (including related

parties) 17,724,825 - - - -
Long-term loans (including current

portion} 22,960,000 - - - -
Lease obligations payables (including

current portion) 273.923 - - - -

Total 5_ 46,538.487 - - - -

Valuation techniques for financial instruments not measured at fair value

The Company's valuation techniques and assumptions used for financial instruments not
measured at fair value are as follows:

a)  Debt Investment that Has No Active Markets and Financial Liabilities Measured at
Amortized Cost.

If there is quoted price generated by transactions, the recent transaction price and
quoted price data is used as the basis for fair value measurement.

However, if no quoted prices arc available, the fair value is determined by
discounted cash flows, using estimation and assumptions under existing market
conditions which are obtainable by the Company.

(Continued)



53

NANYA TECHNOLOGY CORPORATION
Notes to Financial Statements

3)  Valuation techniques used in fair value determination of financial instruments

a}  If the quoted price is available on an active market, the market price is used as the
fair value.

Fair value of the Company's financial instruments with no active market is
determined as follows:

The fair value of investment in debt securities with no active market and financial
assets carried at cost was estimated by Cox-Ross-Rubinstein of convertible bond
and Binomial model of European call option. The key assumption for stock
volatility was estimated by evaluating the stock volatility of same industry.

b) Derivative financial instruments

Is based on the evaluation model accepted by the market users, such as the revised
constitution and the option model. Forward foreign exchange contracts are usually
based on the current forward exchange rate evaluation.

4)  There were no transfers from financial assets for the years ended December 31, 2017 and
2016.

(v) Financial risk management

(i)

(i)

Nature and extent

The Company has the following exposure risks for holding certain financial -instruments:
1) Creditrisk

2) Liquidity risk

3) Marketrisk

The following further discloses detailed information about exposure risk arising from the
aforementioned risks and the Company’s objectives, policies and processes for measuring and
managing the above mentioned risks. For more disclosures about the quantitative effects of
these exposure risks, please refer to the respective notes in the financial statements.

Framework of risk management

The Company's board of directors has overall responsibility for the establishment and
oversight of the risk management framework.

The Company's risk management policies are established to identify and analyze the risks
being faced by the Company, to set appropriate risk limits and controls, and to monitor risks
and adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions and the Company’s activities. The Company, through
their training and management standards and procedures, aims to develop a disciplined and
constructive control environment in which all employees understand their roles and
obligations.

(Continued)
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The Company's board of directors oversees how management monitors compliance with the
Company's risk management policies and procedures and reviews the adequacy of the risk
management framework in relation to the risks faced by the Company. The Company’s board
of directors is assisted in its oversight role by Internal Audit. Internal Audit undertakes both
regular and ad hoc reviews of risk management controls and procedures, the results of which
are reported to the board of directors.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a
financial instrument fails to meet its contractual obligations, and arises principally from the
Company's receivables from customers and investments in debt securities.

1))

2)

Accounts receivable

The Company's exposure to credit risk is influenced mainly by the individual
characteristics of each customer. However, management also considers the demographics
of the Company's customer base, including the default risk of the industry and country in
which customers operate, as these factors may have an influence on credit risk.

The Company has established a credit policy under which each new customer is analyzed
individually for creditworthiness before the Company's standard payment and delivery
terms and conditions are offered. The Company's review includes external ratings, when
available, and in some cases, bank references. Purchase limits are established for each
customer, which represent the maximum open amount without requiring approval from
the Company; these limits are reviewed quarterly. Customers that fail to meet the
Company's benchmark creditworthiness may transact with the Company only on a
prepayment basis.

The Company established an impairment allowance that represents its estimate of
incurred losses in respect of accounts receivable and investments. Major components of
this impairment allowance are specific loss component that is related to individually
significant exposure and collective loss component where is the loss is incurred but not
identified. The collective component is based on historical payment experience of similar
financial assets.

Investment

The credit risk exposure in the bank deposits and other financial instruments are
measured and monitored by the Company's finance department. Considering that the
Company deals only with banks and other external parties with good credit standing and
with above investment grade financial institutions, corporate organization and
government agencies, management is not expecting non- compliance issues and
significant credit risk.
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(iv) Liquidity risk

)

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. Also, the Company's approach to managing liquidity is to ensure, as much as possible,
that it will always have sufficient current funds to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or risking damage to the
Company's reputation.

The Company uses activity-based costing to cost its products and services, which assists it in
monitoring cash flow requirements and optimizing its cash return on investments. The
Company aims to maintain the level of its cash and cash equivalents and other highly
marketable debt investments at an amount in excess of expected cash flows on financial
liabilities {other than trade payables) over the succeeding 60 days. The Company also monitors
the level of expected cash outflows on trade and other payables. This excludes the potential
impact of extreme circumstances that cannot reasonably be predicted, such as natural disasters.

The Company has unused short term bank facilities for $14,258,000.
Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
rates and equity prices will affect the Company's income or the value of its holdings of
financial instruments. The objective of market risk management is to manage and confrol
market risk exposures within acceptable parameters, while optimizing the return,

The Company buys and sells derivatives in order to reduce market risks. All these transactions
are made in accordance with the risk management policy.

1)  Currency risk

The Company's exposure to currency risk is on sales, purchases and borrowings that are
denominated in a currency other than the respective functional currencies of the
Company, primarily the New Taiwan Dollars (NTD). The currencies used in these
transactions are denominated in USD, JPY, and EUR.

The interest is denominated in the currency used in the borrowings. Generally,
borrowings are primarily the TWD. Also, the Company may apply for loans in other
currency for operating purpose.

2) Interest rate risk

The Company adopts a policy of entering into financial instrument transaction that fixes
interest rate, such as interest rate swaps, by predicting the trend of future interest rate. All
of the Company's long-term loans bear floating interest rates. However, as the range of
fluctuation of the interest rates during the term of agreements is acceptable, the Company
believes that their interest rate risk need not be hedged.
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3)  Other market value risk

The Company is only expecting to meet the consumption and sales demand so that the
Company did not sign commodity contracts without net settled.

(w) The investing and financing activities on non-cash transactions

The Company's investing and financing activities on non-cash transactions for the years ended
December 31, 2017 and 2016 were as follows:

Investing and financing activities which did not have any impact on the current cash flows:

For the years ended December 31,
2017 2016
Conversion of convertible bonds to ordinary shares 3 10,755,348 -

(x) Capital management

The Company's policy is to maintain a strong capital base in order to maintain investor, creditor and
market confidence and to sustain future development of the business. Capital consists of the
Company's equity.

The Company may adjust the payment of dividend to sharcholders, return cash to shareholders
through capital reduction, issue new shares or sell held for sale assets in order to pay off its
liabilities. Likewise, the Company monitors its debi-to-capital ratio which serves as the basis to
control capital, the same practice as the other companies in the industry. The Company's debt-to-
capital ratio on reporting date was as follows:

December 31, December 31,

2017 2016
Total Liabilities $ 18,516,514 51,166,517
Deduct: cash and cash equivalents (32.626,041) (8,427,379
Net liabilities $ (14,109,527) 42,739,138
Total equity §_ 131,999.865 85.542,818
Debt-to-capital ratio (10.69% 49.96 %

The Company has not changed its capital management strategy as of December 31, 2017.
(7) Related-party transactions:
(a) Parent company and ultimate controlling party

The Company is the ultimate controlling party of the Group.
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The following are entities that have had transactions with related party during the pericds covered in

the financial statements.

Name of related party

Relationship with the Company

Pei Jen Co., Ltd.

Piece Makers Technology, Corp.

Nanya Technology Corp. U.S.A.

Nanya Technology Corp. Delaware
Nanya Technology Corp. H.K.

Nanya Technology Corp. Japan

Nanya Technology Corp. Europe GmbH
Nanya Technology Corp. Shenzhen

Nan Ya Photonics Incorporation

Nan Ya Printed Circuit Board Corp.
Mai Laio Harbor Administration Corp.
Formosa Heavy Industries Corporation
Formosa Sumco Technology Corporation

Formosa Advanced Technologies Co., Ltd.

Formosa Technologies Corporation
Formosa Biomedical Technology Corp.
Formosa Petrochemical Corporation
Formosa Chemicals & Fibre Corporation
Formosa Plastics Corporation

Formosa FCFC Carpet Corporation

Formosa Heavy Industries Corp. (GZ) Lid.

Formosa Transportation (Ningbo) Corp.
Nan Ya Plastics Corporation

Inotera Memories, Inc.

The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties
The Company’s other related parties

The entity with significant influence over the Company

A former associate (which was no longer a related-party of the
Company since December 6, 2016. Its name was changed to

Micron Technology Taiwan in March 2017.)
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{c) Significant related-party transactions

(@

(ii)

Sales to related parties

Sales Accounts receivable to
For the years ended December 31, related parties
December 31, December 31,
2017 2016 2017 2016
Subsidiaries $ 10,933,392 6,962,387 2,409,673 1,452,879
Associates - 1,269 - -
Other related parties 6,023 - - -
Total $ 10,939,415 6,963,656 2,409,673 1,452,879

The selling prices and collection terms for the sales to related parties above are not
significantly different from those third party customers, and the normal credit term with the
related parties above is O/A 60 to 180 days and due for collection on the 15th day of the
month following the month of delivery of goods sold. There is no collateral received among
related parties accounts receivable. However, not bad debt provision is necessary based on the
result of management’s evaluation.

Purchase from related parties

Purchases
For the years Accounts payable to related
ended December 31, parties
December 31, December 31,
2017 2016 2017 2016
Entities with significant influence
over the Group $ 52,746 322,084 4,750 17,626
Other related parties:
Formosa Sumco Technology
Corporation 1,375,540 942,790 290,134 147,136
Other related parties 67.162 22.846 4.862 421
Total $ 1,495,448 1,287,720 299,746 165,183

The purchase price and payment terms for the purchase from related parties above are not
significantly different from those with third party vendors, and the average payment period for
notes and accounts payable pertaining to such purchase transactions ranged from one to two
months, which was similar to that of other normal vendors.
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(iii) Consigned out for processing

(iv)

™)

(vi)

Amount
For the years Other payables to related
ended December 31, parties
December 31, December 31,
2017 2016 2017 2016
Other related parties:
Formosa Advanced
Technologies Co., Ltd. $ 5,310,380 5,654,012 889.629 931.862

The term of transactions with the related parties above is 60 days after the end of each month
when processed consigned goods are received.

Service received

Amount
For the years ended December 31, Other payables to related parties
December 31, December 31,

Account Relationship 2017 2016 2017 2016
Administrative subsidiaries $ 407,298 400,120 39,203 42,884
expenses

Financing from related parties

Other receivables to related parties

Pecember 31, December 31,
2017 2016
Entities with significant influence over the Company $ - 8,000,000
Other related parties - 4,500,000
Total 3 - 12,500,000

Interest payables under other payables to related parties as of December 31, 2017 and 2016
amounted to $0 and $24,685, respectively. Please refer to Note 6(s) for details on related
interest expenses.

Property transactions
Acquisition of equipment:

Acquisition price

For the years ended Other payables to related
December 31, parties
December 31, December 31,
2017 2016 2017 2016
Entities with significant influence
over the Company b 739,269 - 84,472 -

Other related parties 214,025 1,009,458 83.129 295,485
Total $ 953,294 1,009.498 167,601 295,485
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(vii) Lease contracts
1) The Company's rental expenses paid to related parties were as follows:

For the years ended December 31
2017 2016
Entities with significant influence over the Company hY 213,509 200,951

The rentals charged to the entities with significant influence over the Company are
determined based on the local market prices, and rents are paid monthly.

(viii) Contracts with related parties

1) The Company's signed a Service Agreement with IMI. Under this agreement, the
Company provides including the management of facility, human resources, finance,
purchasing, engineering, and so on. The service fee is calculated based on the actual time
spent and the hourly rates. This Service Agreement took effect on July 15, 2003, and will
remain effective until it has been mutually agreed to be terminated by both parties.

2) On November 6, 2014, Nanya Technology Corporation, U.S.A., the Company’ s
subsidiary, signed a Consulting Agreement with Inotera Memories, Inc.,, U.S.A,, a
subsidiary of IMI. Under this Agreement, Nanya Technology Corporation, U.S.A.
provides human resource and bookkeeping services to Inotera Memories, Inc., USA. This
Consulting Agreement took effect on November 6, 2014, and will remain effective until a
party has notified the other party to terminate the Consulting Agreement in accordance
with the conditions stipulated in the aforementioned Agreement. Nanya Technology
Corporation, U.S.A., a subsidiary of the Company, signed a contract for the Termination
of its consulting Agreement with Inotera Memories, Inc., U.S.A. on February 7, 2017; the
contract has been terminated by both parties on December 31, 2016.

3)  On July 1, 2005, the Company signed a Lease Agreement with IMI for the use of its
headquarters office. The Lease covers a period up to December 31, 2034. On August 22,
2016, the Company decided to sign an agreement with IMI for the termination of the said
Lease effective December 31, 2016. However, the Company could notify IMI to extend
its lease agreement before the termination date, the termination date shall not be
extended beyond September 30, 2017. The contract has been terminated by both
parties on March 1, 2017.

(d) Key management personnel compensation

Key management personnel compensation comprised:

For the years ended December 31,

2017 2016
Short-term employee benefits $ 21,266 21,426
share-based payment 12.004 7,762
b 33,270 29,188

Please refer to Note 6(p) for the details of share-based payment.
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(8) Pledged assets:

The Company's assets pledged to secure loans are as follows:

December 31, December 31,
Pledged assets Object 2017 2016
Property, plant and equipment Bank loans ) - 34,402,371
Other non-current assets Bank loans 5 - 360,000

(9) Commitments and contingencies:
(a) Significant commitments

December 31, December 31,

2017 2016
Guarantees for importation goods provided by bank $ 595,000 585,000
Unused letters of credit 113.261 2,031,545
Total $ 708,261 2,616,545

(b) Contingent liabilities

(i) In 2002, Nanya Technology Corporation and its subsidiary, Nanya Technology Corporation,
U.S.A. (collectively “Nanya™), and other major Dynamic Random Access Memory (“DRAM™)
manufacturers, were alleged to collusively manipulate DRAM's market prices in the U.S.A.
which violates the Antitrust Law. Currently, the aforementioned antitrust litigation is still
pending in the U.S.A. Federal Court and State Court, and the Company has engaged counsels
to properly handle it to ensure the Company's rights.

(it) In 2000, the Company was charged by Brazil's Ministry of Justice as being involved in the
International Monopolies, which influences Brazil's DRAM market. Consequently, the
Company, other large international companies and individuals are investigated at the same
time. The Company has engaged counsels to properly handle it to ensure the Company's rights.

(iii) In October 2016, Lone Star Silicon Innovations LLC. accused Nanya Technology Corporation
and its 2 subsidiaries, Nanya Technology Corporation, U.S.A and Nanya Technology
Corporation, Delaware, in U.S District Court of East Texas for patent infringement, the lawsuit
has been transferred to the U.S District Court of Northern California. The Company has
engaged counsels to properly handle it to ensure the Company's rights.

(iv) The original Joint Venture agreement signed by the Company, Micron Technology, Inc. and its
related parties was terminated after Micron Semiconductor Co. completed its share-swap with
Inotera Memories, Inc. (IMI). Both parties had mutually agreed to sign a cooperation
agreement, the details of the agreement were as follows:

(Continued)



1)

2)

62

NANYA TECHNOLOGY CORPORATION
Notes to Financial Statements

The estimated cost for improving specific environmental safety and factory facilities in
mutually operating period of joint venture agreement amounted to US$5,403 ten
thousands; the Company agreed to share the 50% portion of the total costs and accrued it
as expense of $850,000 thousand (US$27,015 thousands) to other payable. The Company
will share the cost based on the actual amounts at the appointed time. As of December
31, 2017, the payment amounting to $27.000 (USD900 thousand) had been recognized by
the Company.

The Company agreed to share the 50% portion of the total losses for penalty, improving
costs and suspending operation before the date of share-swap in the following two to five
years due to an existing event of environmental safety and factory facilities which
violated the laws.

(10) Losses Due to Major Disasters: None

{11) Subsequent Events:

On February 26, 2018, the Company’ s board of directors approved to fully dispose the entire 8,710
thousand shares of Piece Makers Technology Corp, wherein the Company owned 53.56% of its shares,

with a selling price of $15.268 dollars per share, at a total value amounting to $132,983.

(12) Other:

(a) A summary of current-period employee benefits, depreciation, and amortization, by function, is as

follows:
For the year ended December 31, 2017 For the year ended December 31, 2016
Cost of goods | Operating Cost of goods | Operating
sold expenses Taotal sold expenses Total

Employee benefits

Salaries 3,473,249 1,543,167 5,016,416 2,419,355 1,113,834 3,533,189

Labor and health insurance 158,272 60,050 218,322 139,346 53,410 192,756

Pension expenses 87,708 39,263 126,971 82,268 37,827 120,095

Other personnel expenses 61,475 20,251 81,726 57,480 19,173 76,653
Depreciation expenses 8,357,226 61,172 8,418,398 5,845,612 43,623 5,889,235
Amortization expenses 141,088 - 141,088 134,008 - 134,008

As of December 31, 2017 and 2016, the Company had 2,923 and 2,624 employees, respectively.
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Information on significant transactions:
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The following is the information on significant fransactions required by the “Regulations Governing the Preparation of Financial
Reports by Securities Issuers™ for the Company:

@

Loans to other parties: None

(i) Guarantees and endorsements for other parties: None

(iii) Securities held as of December 31, 2017 (excluding investment in subsidiaries, associates and joint ventures):

(In Thousands of New Taiwan Dollars)

jcurrcnt investments in
debt inseument without

Catepory and Ending batance
Name of holder name of Relanonship Account Shares/Units ) Percentage of .
segurity with company title {thousands) Carrying value ownership (%) Fair value Note
[The Company Memoright {Cayman) - [Non-current financial - - - -
ICo., LTD. assets at eost and non-

capital stock:

Jactive market
(iv) Individual securities acquired or disposed of with aceumulated amount exceeding the lower of $300 thousand or 20% of the
capital stock:
(In Thousands of New Taiwan Dollars)
Calegory and
Name of  [Relationship Beginning Balance Purchases Sales Ending Balance
Name ol | name of security Accounl ler-panly] with the Shares Shares Shares Gain on Shares
company. name company | (thousand) Amatnl {ihousand) Amount {thousand) Price Cost disposal | (thousand) | Amounl
[The Company |Yuania WanTai  Curreat - - 133,262 2,000,360 66,404 1,000,000 199,666 3,000,916 3,000,000 Ne - -
foney Market pvailzble-for-sale|
financial assets
[The Company [Fubon Chi-Hsiang 1Curzeat - - - - 57705 500,000 57,705 500,150 00,000 150 - -
Money Market ilable-for-sal
[finandal assets
[The Company pdicra i Nos it - - 51,780 40,882,664 - - 57,780| 63,562278| 31,457,097 232,105,181 - -
Ing. pvailable-for-sale|
Financial assets
(v) Acquisition of individual real estate with amount exceeding the lower of $300 thousand or 20% of the capital stock: None
(vi) Disposal of individual real estate with amount exceeding the lower of $300 thousand ar 20% of the capital stock: None
(vii) Related-party transaction for purchases and sales for which amounts exceeding the lower of $100 thousand or 20% of the

{In Thousands of New Taiwan Dollars)

Noie

Trausactious with tenns different[Netes/Aceomts receivable (payable)
Transaction details from others.
Percetiage of total
Percentage of natesfaccounts
Name of Natare of Purchase total purchases receivable
company | Related party relationsfiip Kale Amount {sales) Pavment terms Unit price | Pavment terms | Ending balance {pavable
[The Company [Nanya Bubsidiary {Sale) (3,267,321 (6.048%  JO/A,60-90Days - 540,833 5.98%
[Technokigy
ICorp., U.5.A.
[The Company [Namya [Subsidiary {Sale) (322,825 {0,60P% 10/ A,60-90Days - 56,202 0.62%
[Technology
Korp., LK.
[The Company [Nanya bsidiary (Salc) (3,882,309 {7.18%% 0/A,180ays - 253,788 0.43%
[Technology
ICorp., Japan
[The Company [Nanya ISubsidiary (Sale) (3,182,340 (5.88%% I0/A,60-90Days - 881,605 9.74%
[Technology
Europe GmbH
[The Company [Formosa SumeeOther relatad parties| Purchase 1,375,540 14.25%  (OfA60Days - (290,134 {8.73)%
[Techoology
Corp.

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

(In Thousands of New Taiwan Dollars)

Name of Nature of Ending Tumover Overdue Amounts reeeived in Allowance
company Counter-party relationship balance rate Amoun Agtion 1aken Ssubsecuent period for bad debts
[The Company  [Naoya Technelogy Corp., U.S.A. Subsidiary IAccount receivable 7.01 - - 300,523 -
540,833
[Thet Company  [Nanya Techaology Corp., Japan hsidiary JAccount reccivable 595 - 135,033 -
£53,788
[The Company  [Nanya Techuology Europe GmbH [Subsidiary Acconnt reccivable 496 - 302,633 -
881,605

(ix) Trading in derivative instruments: Please refer to Note 6(b).

(b) Information on investees:

The following is the information on investees for the year ended December 31, 2017 (excluding information on investees in Mainland China):
(In Thousands of New Taiwan Dollars)
Main Original investment amount Balance ¢s of December 31, 2017 Wet income Share of
Name of investor Name of invester businesses and products December 31, | December 31, Shares Percenlage of | Camying (lossesy profilslosses.
Location 2017 2016 {thousand) ownership value of investee of invesies Note

[The Company [Nanye Technology Corp, US A [USA [Sates of semicenductor producls 20,352 20,392 2 100.00 %4 76,616 1,081 1,051 -
[The Company Nanya Technology Corp., Delaware  US.A Design of semiconductor products 36,003 35,003 1 100.00 %4 129,962 8864 8864 -
[The Company IPei Jea Co, Ltd. [Taipes Impart/export business 325,348 175,248 2915 100.00 94 43,69 (299,644 (12,538 -
[The Company [Nanya Technology Corp.. HEK [Htonp Kong [Sales of semiconduclor products 66,271 66,271 20 100.00 %4 41,880 {2022 (2,022 -
[The Company [Manya Technelogy Corp., Japan liapan [Sakes of semiconductor products 20,161 20,161 1 100.00% 169,282 33713 33,713 -
[The Company [Psece Makers Technology, Inc Hsinchu  [Desinn of semiconductor products 21,246 21,246 £710 53.56 % £1,706 27345 14,549 -
INanya Technology Nanya Technology Europe GmbH  |Germany  [Importtexport business 30,056 30,056 - 100,00 %4 59,531 3331 3,331 -
[Corp., HK

(¢) Information on investment in mainland China:

(i) The names of investees in Mainland China, the main businesses and products, and other information:

(In Thousands of New Taiwan Dollars})

(ii}

Accufated Accumitlaled outlow Net
Main Tolal outflow al’ Investment Mows of income Accumulated
Name of businesses and amount Method investment from imvesiment from {losses) Percentage | Investmen| remiltance of
inveslee producis of paid-in capitat of ‘Taiwan as of Taiwzn as of af the of intome Book eamings in
anvestment January 1, 2017 Quilow | Inflow | December 31 2017 investee i {losses) value current period
Nanys Technology  [Sales of semiconducter 29400 (Note 1) 29,400 . . 29,400 8473] 100.00% (8473 734 B
lCorn.. Shenzhen roducts (USD935 thousand)} (USD985 thousand {USD985 thousand)y

Limitation on investment in Mainland China:

Accumulated Investment in Mainland China as Investment Amounts Authorized by
of December 31, 2017 Investment Commission, MOEA Upper Limit on Investment (Note 3)
29,400 29,400 79,199,919
(USD985 thousand) (USD985 thousand)

Note 1 : Indirect investment in Nanya Technology Corp., Shenzhen through Nanya Technology Corp., HK.

Note 2 = The exchange rate of New Taiwan dollars to US dollars on December 31, 2017 was USDI © TWD 29.848.

Note 3 : 60% of net equity.

(iii) Significant transactions: None

(14) Segment information:

Please refer to the consolidated financial statements as of and for the year ended December 31, 2017,




