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REVIEW REPORT OF INDEPENDENT ACCOUNTANTS TRANSLATED FROM CHINESE

To the Board of Directors and Stockholders of MBrgdration

We have reviewed the accompanying consolidatechbalaheets of MPI Corporation and its
subsidiaries as of March 31, 2015 and 2014, andréfeted consolidated statements of
comprehensive income, of changes in equity anési dlows for the three-month periods then
ended. These consolidated financial statementsttaeresponsibility of the Company’s
management. Our responsibility is to express alosimn on these consolidated financial

statements based on our reviews.

Except as discussed in the following paragraphcereducted our reviews in accordance with
Statement of Auditing Standards No. 36, “ReviewFofancial Statements” in the Republic of
China. A review of interim financial information msists principally of obtaining an

understanding of the system for the preparationntdrim financial information, applying

analytical procedures to financial data, and makmogiiries of Company personnel responsible
for financial and accounting matters. It is subs#dly less in scope than an audit conducted in
accordance with generally accepted auditing staisgdine objective of which is the expression
of an opinion regarding the financial statementsemaas a whole. Accordingly, we do not

express such an opinion.

As described in Note 4(3), the financial statemaritsertain non-significant subsidiaries and
investments accounted for under the equity metherk wonsolidated and measured based on
their unreviewed financial statements as of andtlierthree-month periods ended March 31,
2015 and 2014. Total assets of these subsidianésraestments amounted to NT$1,025,270
thousand and NT$763,739 thousand, representing di68615% of the related consolidated
totals, and total liabilities amounted to NT$13®4thousand and NT$171,055 thousand,

representing 5% and 10% of the related consolidaitds, as of March 31, 2015 and 2014,



respectively. Total comprehensive income of thadesisliaries including share of profit of

associates NT $(4,523) thousand and NT $(5,024)sthad, constituting (5%) and (9%) of the

consolidated totals for the three-month periods teeded respectively. As described in Note
6(6), it related to the investments accounted foden the equity method balances of NT
$107,840 thousand and NT $124,323 thousand as afiV&, 2015 and 2014, respectively, the
related shares of investment income from the aatexamounted to NT $2,438 thousand and
NT $(1,637) thousand. And the related share of rotloenprehensive income of subsidiaries

amounted to NT $0 thousand.

Based on our reviews, except for the effect of sadjustments, if any, that might have
been determined to be necessary had the finantaéénsents of certain non-significant
subsidiaries and investee companies been reviewadlbpendent auditors as described in the
preceding paragraph, we are not aware of any rahtedifications that should be made to
the consolidated financial statements referredbimve in order for them to be in conformity
with the “Regulations Governing the Preparatiorrimfancial Reports by Securities Issuers”
and International Accounting Standard 34, “Intefimancial Reporting” as endorsed by the

Financial Supervisory Commission of the Republi€bina.

Chih-Ling Chen, CPA
Sun Rise CPAs & Company
Taipei, Taiwan, Republic of China

May 11, 2015



MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (ASSETS)

March 31,2015, December 31,2014 AND March 31,2014
(All amounts are expressed in New Taiwan Dolladgssiotherwise stated)

(UNAUDITED)

March 31,2015

December 31,2014

March 31,2014

ASSETS Note Amounts 9% Amounts 9% & iE %
CURRENT ASSETS
Cash and cash equivalents 6(1) $ 661,485 11 975,612 15 $ 685, 234 14
Notes receivable, net 6(2) 26,534 - 44,848 17,168 -
Accounts receivable, net 6(3) 646,949 10 588,924 440, 146 9
Accounts receivable -related parties, net 6(3).7 90,826 1 102,922 47,137 1
Other receivables 13,183 - 22,383 - 16, 496 -
Other receivables -related parties, net 7 298 - - - - -
Income tax receivable 12 - 134 - 12 -
Inventories, net 6(4) 1,820,101 29 1,711,592 27 1,628, 214 33
Prepayments 138,823 2 139,902 2 96, 055 2
Other current assets 8 13,408 - 11,732 - 12, 424 -
Total Current Assets 3,411,619 53 3,598,049 56 2,942, 886 59
NONCURRENT ASSETS
Non-current Financial Assets at Fair Valustigh Profit or Loss 6(12) - - 608 - - -
Financial assets carried at cost 6(5) - - 20,231 - 20, 231 -
Investments accounted for using equity method 6(6) 107,840 2 123,852 2 124, 323 3
Property, plant and equipment 6(7).7.8 2,309,042 37 2,167,777 34 1,629, 131 33
Intangible assets 6(8) 66,940 1 69,274 1 60, 811 1
Deferred income tax assets 46,531 1 41,753 1 33, 527 1
Other noncurrent assets 361,523 6 365,873 6 137, 421 3
Total Noncurrent Assets 2,891,876 47 2,789,368 44 2,005, 444 41
TOTAL ASSETS $ 6,303,495 100 6,387,417 100§ 4,948,330 100

(The accompanying notes are an integral partesfeltonsolidated financial statements)



MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (LIABILITIES AND EQUITY)
March 31,2015, December 31,2014 AND March 31,2014
(All amounts are expressed in New Taiwan Dollafdessotherwise stated)

(UNAUDITED)
March 31,2015 December 31,2014 March 31,2014
LIABILITIES AND EQUITY Note Amounts 9% Amounts 9% & k13 %
CURRENT LIABILITIES
Short-term loans 6(9) $ 4,263 - $ 4,384 - $ 4,323 -
Notes payable - - 2,260 - 436 -
Accounts payable 452,211 7 500,805 8 496,497 10
Accounts payable-related parties 7 35,482 1 8,024 - 7,762 -
Payables on equipment 154,320 2 141,920 2 5,890 -
Other payables 6(10) 354,607 6 539,627 9 297,040 6
Other payables-related parties 7 12,955 - 13,856 - 9,069 -
Income tax payable 81,473 1 66,279 1 48,257 1
Provisions 6(11) 3,562 - 4,856 - 7,626 -
Sales revenue received in advance 7 697,498 11 663,286 10 635,808 13
Current portion of long-term liabilities 6(13) 9,329 - 9,329 - 9,329 -
Other current liabilities 15,423 - 19,047 1 15,203 1
Total Current Liabilities 1,821,123 28 1,973,673 31 1,537,240 31
NONCURRENT LIABILITIES
Non-current Financial liabilities at Fair \del through Profit or Loss 6(12) 781 - - - - -
Payable bonds 6(12) 571,163 9 574,962 9 - -
Long-term loans 6(13) 55,963 1 58,295 1 65,292 1
Deferred income tax liabilities 15,958 - 15,307 - 13,722 -
Accrued pension cost 6(14) 20,093 - 20,934 - 19,205 1
Other noncurrent liabilities 1,256 - 1,383 - 219 -
Total Other Liabilities 665,214 10 670,881 10 98,438 2
TOTAL LIABILITIES 2,486,337 38 2,644,554 41 1,635,678 33
EQUITY 6(15)
EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT
Capital common stock 796,054 13 795,364 12 786,124 16
Capital surplus 871,572 14 885,012 14 774,077 16
Retained earnings
Appropriated as legal capital reserve 410,942 7 410,942 6 383,839 8
Appropriated as special capital reserve - - - - 17,571 -
Unappropriated earnings 1,689,160 28 1,593,614 25 1,308,938 27
Total Retained Earnings 2,100,102 35 2,004,556 31 1,710,348 35
Other
Foreign currency translation adjustments 32,693 - 40,772 2 24,933 -
Total others 32,693 - 40,772 2 24,933 -
Treasury stock - - - - - -
Equity attributable to sharefeskiof the parent 3,800,421 62 3,725,704 59 3,295,482 67
NONCONTROLLING INTERESTS 16,737 - 17,159 - 17,170 -
TOTAL EQUITY 3,817,158 62 3,742,863 59 3,312,652 67
TOTAL LIABILITIES AND EQUITY $ 6,303,495 100 $ 6,387,417 100 $ 4,948,330 100

(The accompanying notes are an integral partesfetttonsolidated financial statements)



MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Al amounts are expressed in New Taiwan Dolladgssotherwise state

From January 1 to March 31, 2015 and 2014

(UNAUDITED)
January 1 ~ March 31,2015 January 1 ~ March 31,2014
Items Note Amounts % Amounts %
OPERATING REVENUE, NET T
Sales revenue $ 877,518 98 709,177 98
Less: sales returns (400) - - -
sales discounts and allowances (58) - - -
Commission revenue 15,740 1 14,536 2
Processing Fees revenue 38,488 1 - -
Operating Revenue, net 931,288 100 723,713 100
OPERATING COSTS 6(4).7 (501,260) (54) (363,817) (50)
GROSS PROFIT 430,028 46 359,896 50
Realized (Unrealized) Gross profit on sales to islidwses and associates 1,784 - (26) -
GROSS PROFIT, NET 431,812 46 359,870 50
OPERATING EXPENSES 7
Selling expenses (89,526) (10) (79,512) (11)
General & administrative expenses (65,709) (@) (85,485) (12)
Research and development expenses 6(8) (179,546) (19) (139,874) (19)
Operating expense, net (334,781) (36) (304,871) (42)
OPERATING INCOME 97,031 10 54,999 8
NON-OPERATING INCOME AND EXPENSES
Other gains and losses 6(17) 8,196 1 2,312 -
Finance costs 6(17) (3,089) - (348) -
Share of profits of subsidiaries and aszesi 6(6) 2,438 - (1,637) -
Interest income 7 769 - 692 -
Rent income T 2,582 - 757 -
Allowance (reversal) for doubtful accounts 6(3) 754 - - -
Other non-operating revenue-other items T 5,467 1 611 -
Total Non-operating Income 17,117 2 2,387 -
INCOME BEFORE INCOME TAX 114,148 12 57,386 8
INCOME TAX BENEFIT(EXPENSE) 6(18) (18,551) (2) (3,047) -
NET INCOME 95,597 10 54,339 8
OTHER COMPREHENSIVE INCOME (LOSS)
Components of other comprehensive income thatwilleclassified to profit or loss
Exchange differences arising on translatibforeign operations (8,552 1) (228, -
Actuarial loss from defined benefit plans - - - -
Share of other comprehensive income ofididrges - - - -
Other comprehensive income foryibar, net of income tax (8,552) (1) (228) -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR $ 87,045 9 54,111 8
NET INCOME(LOSS) ATTRIBUTABLE TO:
Shareholders of the parent $ 95,546 10 54,427 8
Noncontrolling interests 51 - (88) -
$ 95,597 10 54,339 8
TOTAL COMPREHENSIVE INCOME(LOSS)
Shareholders of the parent $ 87,467 9 53,969 8
Noncontrolling interests (422) - 142 -
$ 87,045 9 54,111 8
After-tax After-tax
EARNINGS PER COMMON SHARE(NTD) 6(19)
Basic earnings per share $ 1.20 0.71
Diluted earnings per share $ 1.12 0.71

(The accompanying notes are an integral partesfettonsolidated financial statements)



MPI CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
From January 1 to March 31, 2015 and 2014

(All amounts are expressed in New Taiwan Dollatessotherwise stated)

(UNAUDITED)
Capital- Retained Earnings Others
Non-
Common Stock Capital Surplus Legal Capital Special Capital Unappropriated control ling Total
Items Reserve Reserve Eamings Foreign Currency Translation Reserve TrgeBtack Total Interests Equi ty
BALANCE,JANUARY, 1,2014 B 786, 124 B 740, 781 $ 383, 839 B 17,571 $ 1,254,511 $ 25,391 $  (152,606) § 3,055, 611 $ 17,028 $ 3,072,639
Net Income for the three-month period ended Mart2@14 54,427 54,427 (88) 54, 339
Other compi income for the thi topeznded March 31,2014 (458) (458) 230 (228)
Total comprehensive income - - - - 54,427 58 - 53, 969 142 54,111
Issuance of stock from exercise of employee st@tions 33, 296 152, 606 185, 902 185, 902
BALANCE,MARCH,31,2014 $ 786, 124 3 774,077 $ 383, 839 3 17,571 $ 1,308,938 $ 24,933 $ - 3 3,295,482 $ 17,170 $ 3,312,652
BALANCE,JANUARY, 1,2015 $ 795, 364 $ 885,012 $ 410, 942 $ - $ 1,593,614 $ 40,772 $ - $ 3,725, 704 $ 17,159 $ 3,742,863
Capital Reserve From Stock Warrants (325) (325) (325)
Disposal of investments accounted for under the equity method (19, 306) (19, 306) (19, 306)
Net Income for the three-month period ended Mar2@15 95, 546 95, 546 51 95,597
Other comprehensive income for the three-monthodeznded March 31,2015 (8,079) (8,079) (473) (8,552)
Total comprehensive income - - - = 95, 546 (8,079) - 87, 467 (422) 87, 045
Convertible Bonds Transferred To Common Stock 690 6,191 6, 881 6,881
BALANCE,MARCH,31,2015 $ 796, 054 $ 871,572 $ 410, 942 3$ - $ 1,689,160 $ 32,693 $ - $ 3, 800, 421 $ 16, 737 $ 3,817,158

(The accompanying notes are an integral

onsolidated financial



MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
From January 1 to March 31, 2015 and 2014
(Al amounts are expressed in New Taiwan Dollafgssotherwise stated)

(UNAUDITED)
Items Jan 1 ~ Mar 31,2015 Jan 1 ~ Mar 31,2014
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax $ 114,148 $ 57,386
Adjustments to reconcile net income to net
Depreciation 45,498 29,793
Amortization 11,113 7,353
(Reversal) allowance for doubtful reeiles (754) 1,923
Gains on Financial Assets (Liatghij at Fair Value through Profit or Loss 1,384 -
Interest expense 3,089 348
Interest revenue (769) (692)
Compensation cost of employee stytions - 33,840
Loss (gain) on equity-method investis (2,438) 1,637
(Gain) loss on disposal of propeptgnt and equipment 5 37
(Gain) loss on disposal of finan@iasets measured at cost (5,706) -
Transfer of properties to expenses - 710
(Realized) Unrealized gross profitsales to subsidiaries and associates (1,784) (684)
Adjustments-exchange (Gain) lospapayments for equipment (470) -
Net changes in operating assets and liegsilit
Decrease (Increase) in notes rebkiva 18,313 386
Decrease (Increase) in accountsvaike (58,119) 69,583
Decrease (Increase) in accountsvake-related parties 12,997 (6,625)
Decrease (Increase) in other retéésa 9,17¢ (8,898
Decrease (Increase) in other retéégarelated parties (298] -
Decrease (Increase) in inventories (108,509 (128,022
Decrease (Increase) in prepayments 1,080 1,141
Decrease (Increase) in other cumesets (1,672) 195
(Decrease) Increase in notes payable (2,260) (1,616)
(Decrease) Increase in accountsipaya (48,594) 103,351
(Decrease) Increase in accountstjeyelated parties 27,458 5,655
(Decrease) Increase in other aceopayable (185,004) (62,935)
(Decrease) Increase in other acaopayable-related parties (901) 1,518
(Decrease) Increase in provisioriabilities (1,295) (2,019)
(Decrease) Increase in sales revesgived in advance 34,212 (38,099)
(Decrease) Increase in other culiahiiities (3,624) (4,815)
Decrease(Increase) in accrued pereet (840) (754)
Cash generated from operations (144,562) 59,697
Interest received 791 575
Interest (excluding capitalization of intejes (342) (406)
Income taxes paid (7,362) (766)
Net cash Provided By Operatingivities (151,475) 59,100
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of financial tsseeasured at cost 25,938 -
Net cash flow from acquisition of subaiibs - (45,632)
Additions to property, plant and equipment (189,952) (87,930)
Proceeds from sale of property, plant and equiftme - 87
Intangible assets (1,236) 4)
Increase in other financial assets (4) 4)
Increase in other non-current assets (3,410) (24,358)
Net cash Provided Used In Investetivities (168,664) (157,841)
(Continue)



MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
From January 1 to March 31, 2015 and 2014
(Al amounts are expressed in New Taiwan Dollargssotherwise stated)

(UNAUDITED)
ltems Jan 1 ~ Mar 31,2015 Jan 1 ~ Mar 31,2014
CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in short-term loans (121 58
Repayments of long-term loans (2,332 (2,332
Increase (decrease) in nocurrent fies! (a27) -
Employees to repurchase of treasurgksto - 152,062
Increase (decrease) in noncontrollitigrests (474) 229
Net cash (Used In) Financing Activities (3,054) 150,017
Effects of exchange rate change on cash 9,066 10,162
Net increase in cash and cash equivalents (314,127) 61,438
Cash and cash equivalents at beginning of year 975,612 623,796
Cash and cash equivalents at end of year $ 661,485 $ 685,234

(The accompanying notes are an integral partedettonsolidated financial statements)
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MPI CORPORATION and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED MARCH 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars, Unless State@therwise)
(UNAUDITED)

1. GENERAL

(1) MPI Corporation (“the Company”), a company limiteg shares, was incorporated under
the Corporation Law and other relevant laws andileggpns on July 25, 1995. As of
March 31, 2014, the paid-in capital amounted to N96,054 thousand.

(2) The Company and Subsidiaries primarily offersftilewing services:
A. Maintenance, purchase, sales, research andagpeneht of computers and peripheral
equipment;
B. Import/export of semiconductors, integrated aatdrs and electronic parts;
C. Import/export of high-precision automatic maasn
D. Import/export of machinery and accessoties

F. Test, maintenance, manufacturing and import/eéxpading of parts of semiconductors

(3) The consolidated financial statements of MPI Caapon as of and for the year ended
March 31, 2015, comprise MPI Corporation and itssadiaries (the Group).

2.THE DATE OF AUTHORIZATION FOR ISSUANCE OF THE CONSO LIDATED

FINANCIAL STATEMENTS AND PROCEDURES FOR AUTHORIZATI ON
These consolidated financial statements were aatitbfor issuance by the Board of Directors
on 5/11, 2015.

3. APPLICATION OF NEW STANDARDS, AMENDMENTS AND INT ERPRETATIONS

(1) Effect of the adoption of new issuances of oreadments to International Financial
Reporting Standards (“IFRS”) as endorsed by therkgral Supervisory Commission
(“FSC”)

According to Financial-Supervisory-Securities-Aurtit No. 1030010325 issued by FSC
on April 3,2014, commencing 2015, companies withrsh listed on the TWSE or traded
on the Taipei Exchange or Emerging Stock Marketl sttlpt the 2013 version of IFRS
(not including IFRS 9, ‘Financial instruments’) asdorsed by the FSC and Regulations
Governing the Preparation of Financial Reports bgufities Issuers effective January 1,
2015 (collectively referred herein as “the 2013swam of IFRS”) in preparing the

11



consolidated financial statements. The impact afpédg the 2013 version of IFRS is
listed below:

New Standards, Interpretations and Amendments ciifeeDate by
International
AccountingStandard:

Board
Limited exemption from comparative IFRS 7 disclesufol July 1, 2010
first-time adopters (amendments to IFRS 1)
Severe hyperinflation and removal of fixed dates July 1, 2011
for first-time adopters (amendments to IFRS 1)
Government loans (amendments to IFRS 1) Janu&ag1i
Disclosures- Transfers of financial assets July 1, 2011
(amendments to IFRS 7)
Disclosures- Offsetting financial assets and financial January 1, 2013

liabilities (amendments to IFRS 7)
IFRS 10, ‘Consolidated financial statements’ Janda 2013

(Investment entities:
January 1, 2014)

IFRS 11,'Joint arrangements’ January 1, 2013
IFRS 12,'Disclosure of interests in other entities’ January 1, 2013
IFRS 13, ‘Fair value measurement’ January 1, 2013
Presentation of items of other comprehensive July 1, 2012
income(amendments to IAS 1)

Deferred tax: recovery of underlying assets January 1, 2012
(amendments to IAS 12)

IAS 19 (revised), ‘Employee benefits’ January @12
IAS 27,'Separate financial statements’ (as amernma@911) January 1, 2013
IAS 28,'Investments in associates and joint vergi(as January 1, 2013
amended in 2011)

Offsetting financial assets and financial liabdgi January 1, 2014

(amendments to IAS 32)
IFRIC 20, ‘Stripping costs in the production phasa surface January 1, 2013
mine’
Based on the Group’s assessment, the adoptioneo2@t3 version of IFRSs has no
significant impact on the consolidated financiatements of the Group, except the
following:
A. IFRS 12, ‘Disclosure of interests in other dest
The standard integrates the disclosure requiremdnts subsidiaries, joint
arrangements, associates and unconsolidated sedatatities. And, the Group will

12



disclose additional information about its interesits consolidated entities and
unconsolidated entities accordingly.

B. IFRS 13, ‘Fair value measurement’
The standard defines fair value as the price thlatldvbe received to sell an asset or
paid to transfer a liability in an orderly transantbetween market participants at the
measurement date. The standard sets out a framdwronkeasuring fair value using
the assumptions that market participants wouldwlsen pricing the asset or liability;
for non-financial assets, fair value is determibeded on the highest and best use of
the asset. And, the standard requires disclosl@st &ir value measurements. Based
on the Group’s assessment, the adoption of thel@tdrhas no significant impact on
its consolidated financial statements, and the @roull disclose additional
information about fair value measurements accofging

C. IAS 1, ‘Presentation of financial statements’
The amendment requires entities to separate itaesepted in OCI classified by
nature into two groups on the basis of whether ey potentially reclassifiable to
profit or loss subsequently when specific condsiane met. If the items are presented
before tax then the tax related to each of the gnaups of OCI items (those that
might be reclassified and those that will not beassified) must be shown separately.
Accordingly, the Group will adjust its presentatiointhe statement of comprehensive
income.

D. IAS 19 (revised), ‘Employee benefits’
The revised standard eliminates the corridor agbr@ad requires actuarial gains and
losses to be recognized immediately in other cohgnsive income. Past service cost
will be recognized immediately in the period in@dr Net interest expense or income,
calculated by applying the discount rate to the dedfined benefit asset or liability,
replace the finance charge and expected returnlam gssets. The return of plan
assets, excluding net interest expenses, is recedm other comprehensive income.
An entity is required to recognize termination é@set the earlier of when the entity
can no longer withdraw an offer of those benefitd when it recognizes any related
restructuring costs. Additional disclosures areunegl to present how defined benefit
plans may affect the amount, timing and uncertaiftye entity’s future cash flows.

(2) Effect of new issuances of or amendments toSE-Bs endorsed by the FSC but not yet

adopted by the Group

None.

13



(3) IFRSs issued by IASB but not yet endorsed yREC

New standards, interpretations and amendmentsddsu¢éASB but not yet included in

the 2013 version of IFRSs as endorsed by the FSC:

New Standards, Interpretations and Amendments

ctfeeDate by
International
AccountingStandard:
Board

IFRS 9, ‘Financial instruments'

Sale or contribution of assets between an investidrits
associate or joint venture (amendments to IFRSHOAS
28)

Investment entities: applying the consolidationeptmon
(amendment to IFRS 10, IFRS 12 and IAS 28)

Accounting for acquisition of interests in joint
operations(amendments to IFRS 11)

IFRS 14, 'Regulatory deferral accounts'
IFRS 15, ‘Revenue from contracts with customers'
Disclosure initiative (amendments to IAS 1)

Clarification of acceptable methods of depreciatiand
amortization (amendments to IAS 16 and IAS 38)

Agriculture: bearer plants (amendments to IAS 16 I&S 41)

Defined benefit plans: employee contributions
(amendments to IAS 19R)

Equity method in separate financial statements (@ments
to IAS 27)

Recoverable amount disclosures for non-financisgtss
(amendments to IAS 36)

Novation of derivatives and continuation of hedgeaanting
(amendments to IAS 39)

Improvements to IFRSs 2010-2012 and

Improvements to IFRSs 2011-2013

Improvements to IFRSs 2012-2014

IFRIC 21, ‘Levies’

January 1, 2018
January 1, 2016

January 1, 2016
January 1, 2016

Janua@p16
anuary 1, 2017

Jaguiar2016
January 1, 2016

January 1, 2016

July 1, 2014

January 1, 2016
January 1, 2014

January 1, 2014
July 1, 2014

January 1, 2016
January 1, 2014

The Group is assessing the potential impact ofnéhe standards, interpretations and

amendments above. The impact on the consolidateahdial statements will be

disclosed when the assessment is complete.

4. SUMMARY OF SIGNIFICANTACCOUNTING POLICIES

The principal accounting policies applied in thegaration of these consolidated financial
statements are set out below. These policies hese bonsistently applied to all the periods

14



presented, unless otherwise stated.

(1) Compliance statement

The consolidated financial statements of the Grbape been prepared in accordance
with the “Regulations Governing the PreparationFafiancial Reports by Securities

Issuers” and the International Financial ReportBtgndards, International Accounting

Standards, IFRIC Interpretations, and SIC Integtiets as endorsed by the FSC
(collectively referred herein as the “IFRSS”).

(2) Basis of preparation

A. Except for the following items, these consolethtfinancial statements have been
prepared under the historical cost convention:
(a) Financial assets and financial liabilities (irttng derivative instruments) at fair
value through profit or loss.
(b) Available-for-sale financial assets measure@iatvalue.
(c) Defined benefit liabilities recognized based tbhe net amount of pension fund
assets less present value of defined benefit dldiga
B. Items included in the financial statements afheaf the Group are measured using
the currency of the primary economic environmentvinch the entity operates (the
“functional currency”). The financial statementse goresented in New Taiwan
Dollars, which is the Company’s functional and t®mpany’s presentation

currency.

(3) Basis of consolidation

A. Basis for preparation of consolidated finansi@tements:

(a) All subsidiaries are included in the Group’snsolidated financial statements.
Subsidiaries are all entities (including structuesdities) controlled by the Group.
The Group controls an entity when the Group is eedoor has rights, to variable
returns from its involvement with the entity andshthe ability to affect those
returns through its power over the entity. Conslmh of subsidiaries begins
from the date the Group obtains control of the gliises and ceases when the
Group loses control of the subsidiaries.

(b) Inter-company transactions, balances and useghfains or losses on transactions
between companies within the Group are elimina#&dcounting policies of
subsidiaries have been adjusted where necessagstore consistency with the
policies adopted by the Group.

(c) Profit or loss and each component of other aetmgnsive income are attributed to

15



the owners of the parent and to the non-controlimerests. Total comprehensive
income is attributed to the owners of the parendttarthe non-controlling interests

even if this results in the non-controlling intéeelaving a deficit balance.

(d) Changes in a parent’s ownership interest inlssigliary that do not result in the

parent losing control of the subsidiary (transawiavith non-controlling interests)
are accounted for as equity transactions, i.e.séeions with owners in their
capacity as owners. Any difference between the andoy which the

non-controlling interests are adjusted and thefalue of the consideration paid

or received is recognised directly in equity.

(e) When the Group loses control of a subsidiahe Group remeasures any

investment retained in the former subsidiary atfais value. That fair value is
regarded as the fair value on initial recognitidradinancial asset or the cost on
initial recognition of the associate or joint verguAny difference between fair
value and carrying amount is recognised in prafitogs. All amounts previously
recognised in other comprehensive income in relatio the subsidiary are
reclassified to profit or loss on the same basiwasld be required if the related
assets or liabilities were disposed of. That isemwithe Group loses control of a
subsidiary, all gains or losses previously recogphisn other comprehensive
income in relation to the subsidiary should beassified from equity to profit or
loss, if such gains or losses would be reclasstfigorofit or loss when the related

assets or liabilities are disposed of.

B. Subsidiaries included in the consolidated finansti@aements:

Name of Name of Main business
investor subsidiary activities

Ownership (%) Description

MPI

MPI

MPI

March Decembe March
31,2015 31,2014 31,2014

Chain-Logic professional 100% 100% 100% Established in January
International Corp.  equipment agent and 25,1994

provides technologic

service for the

manufacturing of

high-tech industry

such as LED, LCD,

Semiconductor, and

etc.

MPI TRADING Selling Probe Card 100% 100% 100% Established in December 22,
CORP.(Samoa) and 2000.

Test Equipment

MMI HOLDING Investment activities  100% 100% 100% Established in August ,7
CORP.(Samoa) 2002.
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MPI

MEGTAS CO.,

Test, maintenance,

60%

60%

60%

Established in September

[N

LTD. manufacturing and 2010.
(Korea) import/export trading
of parts of
semiconductors
MPI JIA-SIN Investment activities  100%  100% 100%  Established in April 3(
INVESTMENT
CORP. 2004.
MPI YI-SIN Investment activities  100%  100% 100%  Established in April 3(
INVESTMENT
CORP. 2004.
MPI \é’égS'TONG Maintenance, 100% 100% 100% Established in December -
' purchase, sales, 2010.
research and
development of
computers and
peripheral
equipment;
MPI ALLSTRON CORP. - Manufacturing of 100%  100% 100%  Established in March 31,
high frequency wafer (Notel) 2006.
founFiry measuring The Company started on
probing January 1, 2014 as the
acquisition date, acquiring
100% of the shares.
Chain-Logic CHAIN-LOGIC International trading  100% 100% 100% Established in November 1
International TRADING CORP.  business 2001.
Corp. (Mauritius)
Chain-Logic JIA-YING Investment activites  100%  100% 100%  Established in April 3(
. INVESTMENT
International CORP. 2004.
Corp.
CHAIN-LOGIC CHAIN LOGIC International trading ~ 100% 100% 100% Established in February
TRADING (SHANGHAI) 2002.
CORP. INTERNATIONAL
CORP.
MMI HOLDING LEDA-ONE development of 100% 100% 100% Established in May 7, 2010.
CORP. (Shenzhen) computers and
CORPORATION peripheral equipment
MMI HOLDING  Lumitek Selling and 100% 100% 100% Established in January 10
CORP. (Changzhou) manufacturing of (Note 2)  2014.
Co.,Ltd high-tech industry

such as LED.

(Notel) The Company obtained control of company, AllstrarC by acquiring 100% of
the shares. Taking control of Allstron Corp willadxe the Company to integrate
its business.

(Note2) To develop the market of China, the Graupugh MMI HOLDING CO.,LTD
invested LumitekS (ChanGzhou) Co.,Ltd USD$4,000,000T$ 120,500
thousand dollars) in 2014. And increased investmd®D$7,500,000(NT$
235,875 thousand dollars) holding 100% of shar&9irb.

The financial statements of the entity as of ardtie three-month periods ended March
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31, 2015 and 2014 were not reviewed by the indegr@nduditors as the entity did not
meet the definition of significant subsidiary.

C. Subsidiaries not included in the consolidatedricial statementsNone.
D. Adjustments for subsidiaries with different bata sheet datesNone.
E.Significant restrictions None.

F. Subsidiaries that have non-controlling intereis&t aire material to the GrougNone.

(4) Foreign Currencies

A. Foreign currency transactions and balances
Foreign currency transactions are recorded atgheexchange rate on the date of the
transaction. At the end of the reporting perioce (taporting date), foreign currency
monetary amounts are reported using the closirg Etchange differences due to
settlement of transactions or translation for maneitems are recognized in profit or
loss.
Non-monetary items carried at fair value shouldréygorted at the rate that existed
when the fair values were determined. Non-monetams carried at historical cost
are reported using the exchange rate at the dale dfansaction.
Exchange differences arising on the retranslatiamoa-monetary items are included in profit
or loss for the year except for exchange differenegising on the retranslation of
non-monetary items in respect of which gains ars$de are recognized directly in other
comprehensive income, in which case, the exchaiffgrashces are also recognized directly
in other comprehensive income.

B. Translation of foreign operations
(a)The operating results and financial positioralbthe group entities, associates and

jointly controlled entities that have a functionalirrency different from the

presentation currency are translated into the ptaien currency as follows:

(D Assets and liabilities for each balance sheetgmtesl are translated at the closing
exchange rate at the date of that balance sheet;

@ Income and expenses for each statement of compsieleeincome are translated
at average exchange rates of that period; And

@ All resulting exchange differences are recogninesther comprehensive
income.
(b) When the foreign operation partially disposéarosold is an associate or jointly
controlled entity, exchange differences that wexrded in other comprehensive
income are proportionately reclassified to profilass as part of the gain or loss

18



on sale. In addition, even the Group still retapastial interest in the former
foreign associate or jointly controlled entity aftesing significant influence over
the former foreign associate, or losing joint cohaf the former jointly controlled
entity, such transactions should be accounteddatigposal of all interest in these
foreign operations.

(c) When the foreign operation partially disposédrosold is a subsidiary, cumulative
exchange differences that were recorded in othenpcehensive income are
proportionately transferred to the non-controllinterest in this foreign operation.
In addition, even the Group still retains partiaterest in the former foreign
subsidiary after losing control of the former fgreisubsidiary; such transactions
should be accounted for as disposal of all intareite foreign operation.

(d) Goodwill and fair value adjustments arisingtba acquisition of a foreign entity
are treated as assets and liabilities of the fareigity and translated at the closing
exchange rates at the balance sheet date.

(5) Classification of current and non-current items

A. Assets that meet one of the following critera alassified as current assets; otherwise
they are classified as non-current assets:

(a) Assets arising from operating activities the¢ axpected to be realized, or are
intended to be sold or consumed within the norrpakating cycle;

(b) Assets held mainly for trading purposes;

(c) Assets that are expected to be realized witlvglve months from the balance
sheet date;

(d) Cash and cash equivalents, excluding restricesh and cash equivalents and
those that are to be exchanged or used to payatfities more than twelve
months after the balance sheet date.

B. Liabilities that meet one of the following crite are classified as current liabilities;

otherwise they are classified as non-current s

(a) Liabilities that are expected to be paid offruvi the normal operating cycle;

(b) Liabilities arising mainly from trading actiias;

(c) Liabilities that are to be paid off within twel months from the balance sheet date;

(d) Liabilities for which the repayment date canbet extended unconditionally to
more than twelve months after the balance sheet darms of a liability that
could, at the option of the counterparty, resulitghsettlement by the issue of
equity instruments do not affect its classification
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(6) Cash and Cash Equivalents

Cash equivalents, for the purpose of meeting dleont- cash commitments, consist of
highly liquid time deposits and investments tha¢ aeadily convertible to known

amounts of cash and which are subject to an infsgni risk of changes in value.

(7) Financial Instruments

Financial assets and liabilities shall be recoghizdéen the Group becomes a party to
the contractual provisions of the instruments.
A. Financial Assets

Financial assets are classified into the followspgcified categories: Financial assets
“at fair value through profit or loss” (FVTPL), “lkto-maturity” financial assets,
“available-for-sale” financial assets and “loangd aeceivables”. The classification
depends on the nature and purpose of the finaassats and is determined at the time
of initial recognition. All regular way purchases sales of financial assets are
recognized and derecognized on a settlement dais. ldegular way purchases or
sales are purchases or sales of financial asssteetijuire delivery of assets within the
time frame established by regulation or convenitiothe marketplace.

(a) Financial assets at fair value through profilass are financial assets held for
trading or financial assets designated as at falwevthrough profit or loss on
initial recognition.

Financial assets at fair value through profit @slare initially recognized at fair
value. Related transaction costs are expensedaifit pr loss. These financial

assets are subsequently remeasured and statédvatde, and any changes in the
fair value of these financial assets are recognizguiofit or loss.

(b) Loans and receivables
Loans and receivables are non-derivative finan@askets with fixed or
determinable payments that are not quoted in aiveacharket. Loans and
receivables including notes and accounts receivahblé other receivables are
measured at amortized cost using the effectiveraste method, less any
impairment, except for those loans and receivabligls immaterial discounted
effect.

(c) Impairment of financial assets
Financial assets, other than those carried at FV B8Rt assessed for indicators of
impairment at the end of each reporting period. sehdinancial assets are
considered to be impaired when there is objectweesce that, as a result of one
or more events that occurred after the initial gegtion of the financial assets;
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their estimated future cash flows have been aftecte

The criteria that the Group uses to determine vérettinere is objective evidence

of impairment loss is as follows:
@ Significant financial difficulty of the issuer debtor;

A breach of contract, such as a default or delngy in interest or principal

payments;

© The Group, for economic or legal reasons relatintpe borrower’s financial
difficulty, granted the borrower a concession tlatlender would not

otherwise consider;

O It becomes probable that the borrower will enttksuptcy or other financial
reorganization;

® The disappearance of an active market for thanfiral asset because of
financial difficulties;

For financial assets carried at amortized cost) sisctrade receivables, assets that
are assessed not to be impaired individually ame.addition, assessed for
impairment on a collective basis. The Group assedbe -collectability of
receivables by performing the account aging anslysid examining current
trends in the credit quality of its customers.

For financial assets carried at cost, the amouthhe@impairment loss is measured
as the difference between the asset’s carrying atremd the present value of the
estimated future cash flows discounted at the oumearket rate of return for a
similar financial asset. Such impairment loss wit be reversed in subsequent
periods.
The carrying amount of the financial asset is reduby the impairment loss
directly for all financial assets with the exceptiof trade receivables, where the
carrying amount is reduced through the use of lmmvahce account. When a trade
receivable is considered uncollectible, it is venttoff against the allowance
account. Subsequent recoveries of amounts preyioustten off are credited
against the allowance account.

(d) Derecognition of financial assets

The Group derecognizes a financial asset only vithercontractual rights to the
cash flows from the financial asset expire, or witdransfers the financial asset
and substantially all the risks and rewards of awim@ of the financial asset to
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another entity.
B. Financial Liabilities and Equity Instruments

(a) Classification as debt or equity
Debt and equity instruments issued by the Groupckassified as either financial
liabilities or as equity in accordance with the stabce of the contractual
arrangements and the definitions of a financiddilisy and an equity instrument.
An equity instrument is any contract that evideremessidual interest in the assets
of an entity after deducting all of its liabilitieEquity instruments issued by the
Group are recognized at the proceeds receiveafmitect issue costs.

(b) Financial liabilities
Financial liabilities are subsequently measuretheeitat amortized cost using
effective interest method or at FVTPL. Financiabllities measured at FVTPL
are derivative financial instruments that do noteméhe criteria for hedge
accounting, and they are stated at fair value, @it gains or losses arising on
remeasurement recognized in profit or loss.
Financial liabilities other than those held fordireg purposes and designated as at
FVTPL are subsequently measured at amortized ¢dbeaend of each reporting
period.

(c) Derecognition of financial liabilities
The Group derecognizes financial liabilities whand only when, the Company’s
obligations are discharged, cancelled or expired.
Financial assets and liabilities are offset andorega in the net amount in the
balance sheet when there is a legally enforceaphe to offset the recognized
amounts and there is an intention to settle ontéasis or realize the asset and
settle the liability simultaneously.

(d) Bonds payable
Convertible corporate bonds issued by the Compamyaa conversion options
(that is, the bondholders have the right to conteet bonds into the Group’s
common shares by exchanging a fixed amount of ¢asta fixed number of
common shares), call options and put options. Theus classifies the bonds
payable and derivative features embedded in cabledorporate bonds on initial
recognition as a financial asset, a financial lipbior an equity instrument
(‘capital surplus—stock warrants’) in accordancethwthe substance of the
contractual arrangement and the definitions oharfcial asset, a financial liability
and a equity instrument. Convertible corporate Iscar@ accounted for as follows:
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@ Call options and put options embedded in conVertdorporate bonds are
recognized initially at net fair value as ‘finanicéssets or financial liabilities
at fair value through profit or loss’. They are sequently remeasured and
stated at fair value on each balance sheet daegaim or loss is recognised
as ‘gain or loss on valuation of financial asset$irancial liabilities at fair
value through profit or losses.

Bonds payable of convertible corporate bonds igally recognised at fair
value and subsequently stated at amortised cost.dAference between the
proceeds and the redemption value is accountedagothe premium or
discount on bonds payable and presented as ancadttitor deduction from
bonds payable, which is amortised in profit or lassan adjustment to the
‘finance costs’ over the period of bond circulatisging the effective interest
method.

© Conversion options embedded in convertible cotgobmnds issued by the
Group, which meet the definition of an equity instent, are initially
recognised in ‘capital surplus—stock warrantshet tesidual amount of total
issue price less amounts of ‘financial assets wanitial liabilities at fair
value through profit or loss’ and ‘bonds payable+-ras stated above.

Conversion options are not subsequently remeasured.

O Any transaction costs directly attributable to tissuance of convertible
corporate bonds are allocated to the liability aglity components in
proportion to the allocation of proceeds.

® When bondholders exercise conversion optionslitélity component of
the bonds (including ‘bonds payable’ and ‘financedsets or financial
liabilities at fair value through profit or lossghall be remeasured on the
conversion date. The book value of common sharsseds due to the
conversion shall be based on the adjusted boole\althe above-mentioned

liability component plus the book value of capgatplus — stock warrants.

(8) Inventories
Inventories are stated at the lower of cost andreaizable value. Cost is determined
using the weighted-average method. The cost o$Hfed goods and work in progress
comprises raw materials, direct labor, other dioests and related production overheads

(allocated based on normal operating capacitgxdtudes borrowing costs. The item by

23



item approach is used in applying the lower of cast net realizable value. Net
realizable value is the estimated selling pricéhm ordinary course of business, less the
estimated cost of completion and applicable vagiaelling expenses.

(9) Investment in subsidiaries

Associates are all entities over which the Groupdignificant influence but not control.
In general, it is presumed that the investor hagsifitant influence, if an investor holds,
directly or indirectly 20 per cent or more of thetmg power of the investee.
Investments in associates are accounted for usiegeguity method and are initially
recognised at cost.

Under the equity method, an investment in an aasoaontrolled entity is initially
recognized in the consolidated statement of fir@npbsition at cost and adjusted
thereafter to recognize the Company’s share ofitpoofloss and other comprehensive
income of the associate and jointly controlled tyrais well as the distribution received.
The Group also recognizes their share in the clmmgehe associates and jointly
controlled entity.

Any excess of the cost of acquisition over the Canys share of the net fair value of
the identifiable assets, liabilities and contingkabilities of an associate recognized at
the date of acquisition is recognized as goodwitijch is included within the carrying
amount of the investment.

When a consolidated entity transacts with an aas®orr a joint controlled entity, profits
and losses resulting from the transactions withagsociate or jointly controlled entity
are recognized in the Company’ consolidated fir@nstiatements only to the extent of
interests in the associate or jointly controlletitgrthat are not owned by the Group.

(10) Property, Plant and Equipment

Property, plant and equipment are measured atlesstaccumulated depreciation and
accumulated impairment. Costs include any increalembsts that are directly
attributable to the construction or acquisition the item of property, plant and
equipment.

Properties in the course of construction for proidme supply or administrative
purposes are carried at cost; Property, plant gagment are initially recorded at cost.
Borrowing costs incurred during the constructionqubare capitalised.

Subsequent costs are included in the asset’s ngreynount or recognized as a separate
asset, as appropriate, only when it is probable ftitare economic benefits associated

with the item will flow to the Group and the codttbe item can be measured reliably.
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The carrying amount of the replaced part is dereizegl. All other repairs and
maintenance are charged to profit or loss durimgfitancial period in which they are
incurred.

Land is not depreciated. Other property, plant aqdipment apply cost model and are
depreciated using the straight-line method to allecaheir cost over their estimated
useful lives. If each part of an item of propeghlant, and equipment with a cost that is
significant in relation to the total cost of thent must be depreciated separately.

The assets’ residual values, useful lives and deren methods are reviewed, and
adjusted if appropriate, at each balance sheet laepectations for the assets’ residual
values and useful lives differ from previous estiesaor the patterns of consumption of
the assets’ future economic benefits embodied enasets have changed significantly,
any change is accounted for as a change in estunaler IAS 8, ‘Accounting Policies,
Changes in Accounting Estimates and Errors’, frdre tlate of the change. The

estimated useful lives of property, plant and equépt are as follows:

Items Useful Lives
Buildings 10-50
Machinery and equipment 5-10
Transportation equipment 4-6
Office equipment 3-10
Research equipment 5
Other equipment 3-8

(11)_Leases

A. The Group as lessor
Rental income from operating leases is recognizea atraight-line basis over the
term of the relevant lease.

B. The Group as lessee
Leases are classified as finance lease whenevetethes of the lease transfer
substantially all the risks and rewards of owngrsbithe lessee.
A finance lease is recognized as an asset andbiaityiat the lease’'s commencement
at the lower of the fair value of the leased assdhe present value of the minimum
lease payments.

(12) Intangible assets
A. Goodwill
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Goodwill arises in a business combination accoufedyy applying the acquisition
method.
For the purpose of impairment testing, goodwilli@oed in a business combination is
allocated to each of the cash-generating unitgraups of cash-generating units, that
is/lare expected to benefit from the synergies efaihsiness combination. Each unit or
group of units to which the goodwill is allocategpresents the lowest level within the
entity at which the goodwill is monitored for inted management purposes. Goodwill
is monitored at the operating segment level.

B. Research and Development Expenditures

(a) Research expenditures are recognized as an®xps incurred.

(b) Development expenditures that do not meet dlewing criteria are recognized
as expenses as incurred, but are recognized agibl@ assets when the following
criteria are met:

@ It is technically feasible to complete the intdigi asset so that it will be
available for use or sale;

An entity intends to complete the intangible asset use or sell it;
© An entity has the ability to use or sell the irgéne asset;

O It can be demonstrated how the intangible assktgenerate probable future
economic benefits;

® Adequate technical, financial and other resoutoesomplete the development
and to use or sell the intangible asset are avajl@mnd

@® The expenditure attributable to the intangiblestiskiring its development can
be reliably
C. Other separately acquired intangible assets fiviite useful lives are carried at cost
less accumulated amortization and accumulated nmeait losses. Amortization is
recognized using the straight-line method overfdfiewing estimated useful lives:
Software and system 2-5 years;

(13) Impairment of non-financial assets

A. The Group’s assesses at each balance sheeth@atecoverable amounts of those
assets where there is an indication that they ramaired. An impairment loss is

recognized for the amount by which the asset’s ygagr amount exceeds its
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recoverable amount. The recoverable amount is itjfeeh of an asset’s fair value
less costs to sell or value in use. Except for golhdwhen the circumstances or
reasons for recognizing impairment loss for antagsprior years no longer exist or
diminish, the impairment loss is reversed. Theaased carrying amount due to
reversal should not be more than what the depesgtiat amortised historical cost
would have been if the impairment had not beengezed.

B. The recoverable amounts of goodwill, intangid$sets with an indefinite useful life
and intangible assets that have not yet been &laifar use shall be evaluated
periodically. An impairment loss is recognized tbe amount by which the asset’s
carrying amount exceeds its recoverable amount.aimment loss of goodwill
previously recognized in profit or loss shall netreversed in the following years.

(14) Provisions
Provisions (including warranties, decommissionm@gtructuring, onerous contracts, and
contingent liabilities from business combinatioet;.) are recognized when the Group
have a present legal or constructive obligationaaesult of past events, and it is
probable that an outflow of economic resources gllrequired to settle the obligation
and the amount of the obligation can be reliabtinested.

(15) Treasury stock
A. Treasury stock is stated at cost.

B. The cost of treasury stock is accounted for areghted-average basis.

C. Upon disposal of the treasury stock, if the dsspp price exceeds the cost of the
treasury stock disposed of, the difference is teeldio “capital reserve — treasury
stock”. If the disposal price is less than the ctist difference is debited to the capital
reserve arising from the treasury stock of the sela&s. Where the capital reserve is
insufficient to cover the difference, the remainamgount is charged against retained
earnings.

(16) Revenue Recognition Method

A. Sales of goods
Revenue is measured at the fair value of the cerdidn received or receivable
taking into account of returns, rebates and distofor the sale of goods to external
customers in the ordinary course of the Group’svitiets. Revenue arising from the
sales of goods should be recognized when the Gnaespdelivered the goods to the
customer, the amount of sales revenue can be neshiiiably and it is probable that
the future economic benefits associated with thasaction will flow to the entity.
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The delivery of goods is completed when the sigaiit risks and rewards of
ownership have been transferred to the customeGthup retains neither continuing
managerial involvement to the degree usually aasettiwith ownership nor effective
control over the goods sold, and the customer haspted the goods based on the
sales contract or there is objective evidence shgwuhat all acceptance provisions

have been satisfied.

B. Sales of services
Revenue from delivering services is recognized urlle percentage-of-completion

method when the outcome of services provided casbmated reliably. The stage of
completion of a service contract is measured byp#ireentage of the actual services
performed as of the financial reporting date tottitel services to be performed.

C. Commission Revenue
When the Group is the representative instead otdmsignor in the transaction, the
revenue is recognized in net commission.

D. Rental Revenue
The revenue is generated from subletting real eestdtich is recognized as Rent

Revenue under Non-operating income and expense.

E. Dividend Revenue
Revenue is recognized when the Group’s right teivecthe payment is established.

(17) Borrowing Costs
A. Borrowings are recognized initially at fair valunet of transaction costs incurred.

Borrowings are subsequently stated at amortized ewsy/ difference between the
proceeds (net of transaction costs) and the redempélue is recognized in profit or
loss over the period of the borrowings using theative interest method.

B. Fees paid on the establishment of loan fadgliiee recognised as transaction costs of
the loan to the extent that it is probable that samnall of the facility will be drawn
down. In this case, the fee is deferred until trenddown occurs. To the extent there
is no evidence that it is probable that some opfathe facility will be drawn down,
the fee is capitalized as a pre-payment for ligyidervices and amortized over the

period of the facility to which it relates.

(18) Government grants
Government grants are recognized at their fair evadnly when there is reasonable

assurance that the Group will comply with any ctinds attached to the grants and the

grants will be received. Government grants are gezed in profit or loss on a
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systematic basis over the periods in which the @regognizes expenses for the related

costs for which the grants are intended to comgensa

(19) Employee benefits

A. Short-term employee benefits
Short-term employee benefits are measured at tliksaounted amount of the
benefits expected to be paid in respect of semgoeered by employees in a period
and should be recognized as expenses in that pednah the employees render
service.

B. Pensions
(a) Defined contribution plans

For defined contribution plans, the contributione aecognized as pension

expenses when they are due on an accrual basipai®reontributions are

recognized as an asset to the extent of a cashdr&fua reduction in the future
payments.
(b) Defined benefit plans

(D Net obligation under a defined benefit plan isimkd as the present value of
an amount of pension benefits that employees wdkive on retirement for
their services with the Group in current periodpaior periods. The liability
recognised in the balance sheet in respect of edfbenefit pension plans is
the present value of the defined benefit obligatibthe balance sheet date less
the fair value of plan assets. The defined bemeditobligation is calculated
annually by independent actuaries using the prejeanit credit method. The
rate used to discount is determined by using isterates of high-quality
corporate bonds that are denominated in the curanevhich the benefits
will be paid, and that have terms to maturity apprating to the terms of the
related pension liability; when there is no deeprkaga in high-quality
corporate bonds, the Group uses interest ratesowdrgment bonds (at the
balance sheet date) instead.

(@ Remeasurement arising on defined benefit plansrecegnised in other
comprehensive income in the period in which thegeaand are recorded as
retained earnings or other equity.

(3 Past-service costs are recognised immediatelyaifit jor loss

@ Pension cost for the interim period is calculatedaoyear-to-date basis by
using the pension cost rate derived from the aictuaaluation at the end of
the prior financial year, adjusted for significanarket fluctuations since that
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time and for significant curtailments, settlememtspther significant one-off
events. And, the related information is disclosecbadingly.
C. Termination benefits
Termination benefits are employee benefits provideelxchange for the termination
of employment as a result from either the Groupécision to terminate an
employee’s employment before the normal retirendate, or an employee’s decision
to accept an offer of redundancy benefits in exgkafor the termination of
employment. The Group recognizes expense as ihedonger withdraw an offer of
termination benefits or it recognises relatingmegturing costs, whichever is earlier.
Benefits that are expected to be due more than di&hm after balance sheet date
shall be discounted to their present value.
D. Employees’ bonus and directors’ and supervigersuneration
For restricted stocks where employees have to pawcguire those stocks, if
employees resign during the vesting period, theytnmaturn the stocks to the
Company and the Company must refund their paynamthe stocks, the Company
recognizes the payments from the employees whaxgected to resign during the
vesting period as liabilities at the grant date] aecognizes the payments from the
employees who are expected to be eventually vesidd the stocks in ’'capital

surplus — others’.

(20) Share-based payment

The cost of equity-settled transactions between Gineup and their employees are
measured based on the fair value at the date ochwhey are granted. The employee
services received are measured at the fair valdkeoéquity instruments granted at the
grant date, and are recognized as compensationogestthe vesting period, with a
corresponding adjustment to equity.

For the cash-settled share-based payment arranggnten employee services received
and the liability incurred are measured at the value of the liability to pay for those
services, and are recognized as compensation eddtability over the vesting period.
The fair value of the liability shall be remeasuetdeach balance sheet date until settled
at the settlement date, with any changes in fdireveecognized in profit or loss.

(21) Income tax
A. The tax expense for the period comprises cummedtdeferred tax. Tax is recognized
in profit or loss, except to the extent that itatek to items recognized in other

comprehensive income or items recognized direatlgquity, in which cases the tax
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is recognized in other comprehensive income ortgqui

B. The current income tax expense is calculatetherbasis of the tax laws enacted or
substantively enacted at the balance sheet datesinountries where the Company
and its subsidiaries operate and generate taxabtamie. Management periodically
evaluates positions taken in tax returns with resfesituations in accordance with
applicable tax regulations. It establishes provisizvhere appropriate based on the
amounts expected to be paid to the tax authoriesadditional 10% tax is levied on
the unappropriated retained earnings and is redoadeincome tax expense in the
year the stockholders resolve to retain the easning

C. Deferred tax is recognized, using the balan@etshability method, on temporary
differences arising between the tax bases of assetdiabilities and their carrying
amounts in the consolidated balance sheet. Howster, deferred tax is not
accounted for if it arises from initial recognitiohgoodwill or of an asset or liability
in a transaction other than a business combindtianat the time of the transaction
affects neither accounting nor taxable profit ossloDeferred tax is provided on
temporary differences arising on investments insgliiries and associates, except
where the timing of the reversal of the temporaiffecence is controlled by the
Group and it is probable that the temporary difieee will not reverse in the
foreseeable future. Deferred tax is determinedgutax rates (and laws) that have
been enacted or substantially enacted by the balsimeet date and are expected to
apply when the related deferred tax asset is el the deferred tax liability is
settled.

D. Deferred tax assets are recognized only to ¥tene that it is probable that future
taxable profit will be available against which tkemporary differences can be
utilized. At each balance sheet date, unrecogranelddrecognized deferred tax assets
are reassessed.

E. Current income tax assets and liabilities afeepfand the net amount reported in the
balance sheet when there is a legally enforceaptg to offset the recognized
amounts and there is an intention to settle ornt dass or realize the asset and settle
the liability simultaneously. Deferred tax assetsl diabilities are offset on the
balance sheet when the entity has the legally eaefdnle right to offset current tax
assets against current tax liabilities and theyered by the same taxation authority
on either the same entity or different entitiest inéend to settle on a net basis or
realize the asset and settle the liability simudtarsly.

F. A deferred tax asset shall be recognized forcdrey forward of unused tax credits
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resulting from acquisitions of equipment or teclogyl research and development
expenditures and equity investments to the exteat it is possible that future
taxable profit will be available against which tneused tax credits can be utilized.

G. The interim period income tax expense is recghbased on the estimated average
annual effective income tax rate expected for thefinancial year applied to the
pretax income of the interim period, and the relateformation is disclosed
accordingly.

(22) Business combinations

A. The Group uses the acquisition method to accémmbusiness combinations. The
consideration transferred for an acquisition is snead as the fair value of the assets
transferred, liabilities incurred or assumed anditgginstruments issued at the
acquisition date, plus the fair value of any assetd liabilities resulting from a
contingent consideration arrangement. All acqusHielated costs are expensed as
incurred. ldentifiable assets acquired and liabgit and contingent liabilities
assumed in a business combination are measuréallyndt their fair values at the
acquisition date. For each business combinatior, @roup measures at the
acquisition date components of non-controlling ries¢s in the acquiree that are
present ownership interests and entitle their heltte the proportionate share of the
entity’'s net assets in the event of liquidationegher fair value or the present
ownership instruments’ proportionate share in tleeognised amounts of the
acquiree’s identifiable net assets. All other nontolling interests should be
measured at the acquisition-date fair value.

B. The excess of the consideration transferred, atm®unt of any non-controlling
interest in the acquire and the fair value of argvus equity interest in the acquire
over the fair value of the identifiable assets asgliand the liabilities assumed is
recorded as goodwill at the acquisition date. & thtal of consideration transferred,
non-controlling interest in the acquire recognizedl the fair value of previously
held equity interest in the acquire is less thanfghr value of the identifiable assets
acquired and the liabilities assumed, the diffeeeiscrecognized directly in profit or
loss on the acquisition date.

(23) Earnings Per Common Share

Basic earnings per share (EPS) are computed bgigvincome available to common
shareholders by the weighted-average number of @mshares  outstanding in the
year. Diluted EPS reflects the potential dilutibattcould occur if dilative securities and
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other contracts to issue common stock were exer@seonverted into common stock
or resulted in the issuance of common stock thah tehared in the earnings of the
Company.

(24) Operating segments

An operating segment is a component of an enti&y @mgages in business activities
from which it may earn revenues and incur expefisetuding revenues and expenses
relating to transactions with other componentshef $ame entity). Operating segments’
operating results are reviewed regularly by théty¥sitchief operating decision maker to

make decisions about resources to be allocatedhéo segment and assess its
performance and for which discrete financial infatian is available.

5. CRITICALACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF
ASSUMPTION UNCERTAINTY

The preparation of these consolidated financialestants requires management to make
critical judgements in applying the Group’s acciugt policies and make critical
assumptions and estimates concerning future evAssimptions and estimates may differ
from the actual results and are continually evaldaand adjusted based on historical
experience and other factors. The above informasi@udressed below:
(1) Estimated impairment of accounts receivable
If there is any objective evidence of impairmehe Group will take account of estimates
of future cash flows. An impairment loss is caltethas the difference between an asset’s
carrying amount and the present value of the estdnfaiture cash flows discounted at the
asset’s original effective interest rate. Significampairment loss may occur if actual
cash flows are less than forecasted.
As of March 31, 2015, the carrying amount of acdsureceivable was $ 764,309
thousand dollars. (Was deducted allowance for lectihle accounts, $ 29,265 thousand
dollars)
(2) Investment property
Inventories are stated at the lower of cost orreatizable value, and the Group use
judgment and estimate to determine the net redézehlue of inventory at the end of
each reporting period. Due to the rapid technoklgibanges, the Group estimates the net
realizable value of inventory for obsolescence andharketable items at the end of
reporting period and then writes down the cosingéntories to net realizable value. The
net realizable value of the inventory is mainlyetatined based on assumptions of future
demand within a specific time horizon.
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As of March 31, 2015, the carrying amount of ineeis was $1,820,101 thousand
dollars. (Was deducted valuation loss, $ 209,4bd4ghnd dollars)

(3) Realization of Deferred Tax Assets
Deferred tax assets are recognized to the extentiths probable that future taxable
profits will be available against which those deddr tax assets can be utilized.
Assessment of the realization of the deferred s®e® requires the Company’s subjective
judgment and estimate, including the future revegnasvth and profitability, the amount
of tax credits can be utilized and feasible taxnpiag strategies. Any changes in the
global economic environment, the industry trends @hevant laws and regulations could
result in significant adjustments to the defereddssets.
As of March 31, 2015, the Group recognized defeiredme tax assets amounting to
$46,531 thousand dollars.

(4) Revenue recognition
In principle, sales revenues are recognized where#itning process is completed. The
Group estimate discounts and returns based orribatoesults and other known factors.
Provisions for such liabilities are recorded asduwttion item to sales revenues when the
sales are recognized. The Group reassesses tlomabbeness of estimates of discounts
and returns periodically.
As of March 31, 2015, provisions for discounts asitirns amounted to $3,562 thousand
dollars.

(5) Calculation of accrued pension obligations
When calculating the present value of defined memsbligations, the Group must apply
judgement and estimate to determine the actuassiimptions on balance sheet date,
including discount rates and future salary grovate.r Any changes in these assumptions
could significantly impact the carrying amount efided pension obligations.

As of March 31, 2015, the carrying amount of acdrpension obligations was $20,093
thousand dollars.
(6) Impairment assessment of goodwill

The impairment assessment of goodwill relies on @reup subjective judgement,
including identifying cash-generating units, alltieg assets and liabilities as well as
goodwill to related cash-generating units, and rdeiteéng the recoverable amounts of
related cash-generating units. Please refer to B@g for the information of goodwill
impairment. As of March 31, 2015, the Group recegdigoodwill, amounting to $45,533
thousand dollars.

6. DETAILS OF SIGNIFICANTACCOUNTS
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(1) Cash and cash equivalents

March 31, 2015 December 31, 2014 March 31,2014
Cash:
Cash on hand $ 2,015 § 2,570 $ 2,290
Cash in banks:
Checking deposits — 10 136
Demand deposits 598, 351 647, 652 608, 389
Time deposits 61,119 325, 380 74, 419
Total $ 661,485 $ 975,612 $ 685, 234
(2) Notes receivable, net
March 31, 2015 December 31, 2014 March 31, 2014
Notes receivable $ 26,534 $ 44,848 § 17,168
Less: Allowance for doubtful — — —
accounts
Notes receivable, net $ 26,534 $ 44,848 $ 17,168
(3) Accounts receivable, net
March 31, 2015 December 31, 2014 March 31,2014
Accounts receivable $ 656,488 $ 602, 044 $ 446, 650
Less: Allowance for doubtful accounts ( 9,539 (13,120) (6,504)
Accounts receivable, net $ 646,949 $ 588, 924 $ 440, 146
March 31, 2015 December 31, 2014 March 31,2014
Accounts receivable-related parties  § 90,826 $ 103, 824 $ 47,939
Less: Allowance for doubtful accounts — (902) (802)
Accounts receivable-related parties, ngt 90,826 $ 102, 922 $ 47,137
March 31, 2015 December 31, 2014 March 31,2014
Overdue receivable $ 19, 726 $ 16, 814 $ 29, 986
Less: Allowance for doubtful accounts (19, 726) (16, 814) (29, 986)
Overdue receivable, net $ — $ — $ —

A. Movements on the Group provision for impairmeftaccounts receivable are as

follows:
2015

Group provision Individual provision Total
At January 1 $ 14, 889 $ 15, 947 $ 30, 836
Provision for impairment — — —
Reversal of impairment ( 754) — ( 754)
Write-offs during the period ( 763) — ( 763)
Unwinding of discount and premium (  54) — (  b54)
At March 31 $ 13, 318 $ 15, 947 $ 29, 265
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2014

Group provision Individual provision Total
AtJanuary 1 $ 8, 331 $ 27,898 $ 36, 229
Provision for impairment 3,673 — 3,673
Reversal of impairment — (1, 750) (1, 750)
Write-offs during the period ( 203) ( 644) ( 847)
Unwinding of discount and premium ( 13) — C 13
At March 31 $ 11, 788 $ 25, 504 $ 37,292

B.The ageing analysis of accounts receivable tleakewast due but not impaired is as

follows:
March 31, 2015 December 31, 2014 March 31,2014
Total impairment Total impairment Total impairment

Upto90days $693,068 $ - $650,296 §$ - $440,775 $ -

1~90 days 55, 145 3, 860 77, 892 5, 452 58, 760 4, 187

91 to 180 days 17,376 2,607 6, 402 1,017 4, 645 697

181 to 360 days 4,228 1, 057 8, 505 2,031 5, 467 1, 367

361 to 720 days 4,031 2,015 4,199 2,100 2,110 1, 055

Over721 days 19, 726 19, 726 20, 236 20, 236 29, 986 29, 986

Total $793,574 $§ 29,265 $767,530 § 30,836 $541, 743 $37, 292

(4) Inventories
March 31,2015 December 31, 2014 March 31, 2014

Raw materials $ 386, 048 $ 373, 324 $ 351, 959
Supplies 66, 908 62,175 50, 250
Work-in-process 313, 320 288, 719 283, 903
Semi-finished goods 173, 491 155, 679 82, 787
Finished goods 997, 340 944, 009 935, 052
Merchandise 92,408 67, 921 74, 997
Materials and supplies in transit — 7,535 —
Less: Allowance to reduce (209,414) (187,770) (150, 734)
inventory to market
Inventories, net $ 1,820,101 $ 1,711, 592 $ 1, 628, 214

A. The detail of cost of good sold

Jan.1~Mar. 31, 2015 Jan.1~Mar. 31, 2014
Cost of inventories sold $ 477,003 $ 360, 292
Loss on market price decline inventories 21,214 2,645
(gain from price recovery)
Loss on obsolescence of inventory — —
Other operating costs- employees’ bonus 3,893 2,321
Income from sale of scrap and wastes — —
Estimated warranty liabilities (850) (1, 441)
Operating Cost $ 501, 260 $ 363, 817

B. As of March 31, 2015, December 31, 2014 and Mafch?814, the inventoryere not
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pledged as collateral.

(5) Einancial assets carried at cost

March 31, 2015 December 31, 2014 March 31,2014
Non-current items:
TAlISelec Co., Ltd — $ 20,231 $ 20, 231
Accumulated impairment — — —
Total — $ 20,231 $ 20, 231

A. According to the Company’s intention, its invesnt in TAISelec Co., Ltd
Corporation stocks should be classified as avatiii-sale financial assets.
However, as TAlISelec Co., Ltd Corporation stocks aot traded in active market,
and no sufficient industry information of compangmilar to TAISelec Co., Ltd
Corporation or TAISelec Co., Ltd Corporation’s firtdal information cannot be
obtained, the fair value of the investment in TA&eCo., Ltd Corporation stocks
cannot be measured reliably. The Group classitede stocks as ‘financial assets

measured at cost’.

B. The transfer of the Company's Board of Directoetd TAISelec Co., Ltd 18.75%
stake in relation to non-person, in the Republi€abruary 2015 transfer, sale price
was NT $ 25,938 thousand dollars, dispose of therests of NT $ 5,706 thousand
dollars.

C. As of March 31, 2015, December 31, 2014 and WM&, 2014, the financial assets

carried at costvere not pledged as collateral.

(6) Investments accounted for using equity method
March 31, 2015 December 31, 2014 March 31,2014

Names of Investee company Amounts Amounts Amounts
Associates:
MJC Microelectronics Shanghai Co.,Ltd.  $ 44, 922 $ 45, 254 $ 42,595
MJC Microelectronics Kunshan Co.,Ltd. 61, 388 59, 917 50, 595
Lumitek Corporation 1,530 18, 681 31,133
Total $ 107,840 $ 123, 852 $ 124,323

A. The variation during as follow

Jan.1~-Mar. 31,2015 Jan.1~Mar. 31, 2014
At January 1 $ 123,852  $ 126, 332

Increase long-term investment - -
Cash dividend - -

Investment income under equity method 2,438 (1,637
Cumulative translation adjustments (20, 234) (346)
Unrealized Gross Profit 1,784 (26)
At March 31 $ 107,840 3 124, 323
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2014

At January 1 $ 126, 332
Increase long-term investment -
Cash dividend -

Investment income under equity method ( 17,433)
Cumulative translation adjustments 3, 427
Unrealized Gross Profit 1,526
At December 31 $ 123, 852

B.The financial information of the Group’s princl@essociates is summarized below:

Shareholding ratio

Nature of Pg?;é';a' Marcn3l,  December3l  Marcn3l m:g]s?](:Zr?]Lnt
Company name relationship of business 2015 2014 2014
MJC To develop the Market o China 40% 40% 40% Equity
Microelectronics  China. method
Shanghai
Co.,Ltd.
MJcC To develop the Market o China 40% 40% 40% Equity
Microelectronics  China. method
Kunshan
Co.,Ltd.
Lumitek To dismiss in Feb.28,2015 Taiwan 20. 15% 20. 15% 20. 15% Equity
Corporation method

C. The carrying amount of the Group’s interestsalinndividually immaterial associates

and the Group’s share of the operating resultsamemarised below:

March 31,2015 December31,2014 March 31,2014

The carrying amount of the Group’s
individually immaterial associates $ 107,840 $ 123,852 $ 124, 323

Jan.1~Mar. 31, 2015 Jan.1~Mar. 31, 2014

Profit or loss for the period from continuing opiiwas § 2, 438 $ (1,637)

Loss for the period from discontinued operations — —
Other comprehensive income- nettak — -

Total comprehensive income $ 2,438 $ (1,637)

D. As of March 31, 2015 and 2014, the financial staei® of investments accounted for

using equity method were consolidated and measased on their unreviewed
financial statements.

E. As of March 31, 2015, December 31, 2014 and Marth2®14, the Investments
accounted for using equity methadre not pledged as collateral.
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(7) Property, plant and equipment

A. The cost, depreciation, and impairment of thepprty, plant and equipment of the

Group were as follows:

Cost:

At January 1, 2015
Acquisition through
business combination

Additions
Disposals

Reclassifications
effect of movements
in exchange rate

At March 31, 2015

Cost:

At January 1, 2014
Acquisition through
business combination

Additions
Disposals

Reclassifications
effect of movements
in exchange rate

At March 31, 2014

Accumulated depreciation and impairment

At January 1, 2015
Acquisition through
business combination

Additions

Disposals
effect of movements
in exchange rate

At March 31, 2015

Accumulated depreciation and impairment

At January 1, 2014
Acquisition through
business combination

Additions

Disposals
effect of movements
in exchange rate

At March 31, 2014

Book value
At March 31, 2015

At December 31, 2014
At March 31, 2014

o . Transportatio Office Research Other construction
Land Buildings Machinery . . . Total
n equipment equipment equipment  in progress
$512,073 $1,204,309 $544,548 § 4,244 § 79,371 $424,972 $ 27,216 § 4,603 $2,801, 336
- 950 33, 180 - 2,353 31, 943 370 16, 614 85, 410
- - (126) - (259) (198) - - (583)
- - 24,479 - 248 45,919 - - 70, 646
- (278) 30,612 (26 19 - (254) - 30,073
$512,073 $1,204,981 $632,693 $ 4,218 $ 81,732 $502,636 $ 27,332 § 21,217 $2, 986, 882
$291,479  $1,078,796  $293,752 § 5,047 $§ 68,975 $344,718 § 26,434 § 497 $2,109, 698
- - 663 - 5, 527 - 132 - 6, 322
- - 64, 932 - 533 520 297 4,567 70, 849
- - - - (533) - - - (533)
- - 2,572 - 133 3,781 - (497) 5, 989
- (116>  (10,221) (15) 39 - 100 3 (10, 216)
$291,479  $1,078,680 $351,698 § 5,032 $§ 74,674 $349,019 $ 26,963 $ 4,564 $2,182,109
$ - § 166,741 $201,159 $ 680 $ 41,384 $210,301 $ 13,294 § - $ 633,559
- 8, 325 15, 559 238 3, 721 16, 587 1,068 - 45, 498
- - (126) - (254) (198) - - (578)
- (111) (350) 3 4 - (249) - (639)
$ - $ 174,955 $216,242 $ 915 § 44,925 $226,690 $ 14,113 § - $ 677,840
$ - $ 136,836 $169,616 $ 3,102 $ 36,237 $159,881 $ 13,063 $ - $ 518,735
- - 548 4,133 106 - 4, 787
- 7,087 7,127 267 3,209 11,187 916 - 29,793
- - - - (409) - - - (409)
- (42) 79 (12) 10 - 37 - 72
$ - $ 143,881 $177,370 $ 3,357 $ 43,180 $171,068 $ 14,122 § - $ 552,978
$512,073 $ 1,030,026 $416,451 $ 3,303 $ 36,807 $275,946 $ 13,219 § 21,217 $2,309, 042
$512,073 $ 1,037,568 $343,389 § 3,564 $ 37,987 $214,671 $ 13,922 § 4,603 $2,167, 777
$291,479 § 934,799 $174,328 $ 1,675 § 31,494 $177,951 § 12,841 $§ 4,564 $1,629,131

B. The Company in September 2014 to affiliates Lumi@krporation purchased land

located Yangde segment Xinpu Township and builditiys sale of a total of $316,800

thousand dollars for contract dollars. And settieshsfer on October 27, 2014, serves

the purpose of staff's dormitory.

C. The Group in September 2014 to Non related pantghased pre - sale housing, the sale
of a total of RMB 4,320,000.
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D. The collateralized land and building for loans amed please see note 8 for details.
E. Total capitalized interest amounted see 661& ) for details.

(8) Intangible assets

The costs of intangible assets, amortization, Aedrhpairment loss of the Group as of and for the
ended of March 31, 2015 and 2014 were as follows:

Goodwill Software Total
2015
At January 1 $ 45,533 $ 23,741 $ 69,274
Additions — 1,236 1, 236
Reclassifications — — —
Acquisition through — — —
business combination
Amortization — (3,568) (3,568)
Impairment loss — — —
effect ofmovement ir — (2) (2)
exchange rate
At March 31 $ 45,533 $ 21,407 $ 66, 940
Goodwill Software Total
2014
At January 1 — $ 17,977 $ 17,977
Additions — 4 4
Reclassifications — — —
Acquisition through 45,533 — 45, 533
business combination
Amortization — (2,703) (2,703)
Impairment loss — — —
effect ofmovement ir — — —
exchange rate
At March 31 $ 45,533 $ 15, 278 $ 60, 811

B. Research and development expenditures are recogmrigeOperating-Research and
development, which represented $179,546 thousatidrslcand $139,874 thousand
dollars respectively.

C. Acquisition of subsidiaries

Allstron Corp is the specialty manufacturer of higlguency wafer foundry measuring
probing. We are able to improve the product praducbecause using Allstron Corp
patented technology by taking over Allstron Corpatldition, we expect to increase the
market share for the semi-conductor products astintge equipment that we have
gained the customers through the acquired compdrgrefore, we highly expect cost
down by economic scale.

The Company started on January 1, 2014 as the sibgiidate. The revenue and net
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income (loss) of Allstron Corp recognized as theraping income $1,112 thousand
dollars and net loss $1,149 thousand dollars ofGbmpany from January to March,
2014.

The consideration for the business combinationtaedair values of identifiable assets
and liabilities accounted for on acquisition datrevas follows:

a. Transfer pricing $50,000 thousand dollars.

b.ldentifiable assets and liabilities acquired

Fair values of identifiable assets and liabiliteejuired on acquisition date were as

follows:

Cash and cash equivalents $ 4, 368
Accounts receivable 506
Other receivables 12
Inventory 1, 264
Advance payment 1
Other current assets 1
Property, plant and equipment 1,535
(Note6(7))
Other non-current assets 175
Accounts payable 302
other payables 3, 088
Other current liabilities 5
Fair value of net assets $ 4, 467

c.Goodwill
Transfer pricing $ 50, 000
Less: Fair value of net assets (4, 467)
Goodwill $ 45,533

The goodwill of acquisition Allstron Corp mainly me@s from Allstron Corp's
measurement application of product line in eledgo®nndustry. For example, the
measurement of RFM skills uses the wide spacindpera order to accord the
changeful demands of the market and also the vafuemployer. Furthermore,
transfer the consideration relationship includes éxpect of business to business
semiconductor manufacturing and integrate the rigstquipment to produce
combined synergy, the growth of income and thertutlevelopment.

The goodwill resulted from the merger of Allstroror. The Transfer pricing is

determined through the income approach by an inubge appraisal company.

Income approach is the five-year cash flow of Adlet Corp. and based on the
discount rate used to calculate the asset recdeerab
There was no impairment of intangible assets feniars ended March 31, 2015.
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(9)_Short-term loans

March 31, 2015

December 31, 2014

March 31, 2014

Nature Amounts Interest Amounts Interest rates Amounts Interest
rates rates
Credit loan $ 4, 263 5. 60% $ 4, 384 5. 60% $ 4,323 5. 60%
Secured — — —
borrowings
Total $ 4,263 $ 4, 384 $ 4,323

(10) Other payables

Accrued expenses

Salaries payable
(including Bonuses

payable)
Short-term employee
benefits
Dividend payable
Others

¢

(11) Provisions

Warranty
At January 1, 2015 $ 4,856
Provision made/(Payment) (], 294)
At March 31, 2015 $ 3,562
Current $ 3,562
Non-current -
At March 31, 2015 $ 3,562

March 31, 2015

December 31, 2014

March 31, 2014

$ 261, 510 $ 458, 523 $ 211, 947
56, 847 48, 242 33, 109
20, 817 15, 199 40, 380
15, 433 17,663 11,604
$ 354, 607 $ 539, 627 $ 297, 040
Warranty Warranty
At January 1, 2014 $ 9,645 AtJanuary1, 2014 $ 9,645

Provision made/(Payment) (4, 789)

At December 31,2014 $ 4, 856

Current

Non-current

$ 4,856

At December 31,2014 $ 4, 856

Provision made/(Payment) (2, 019)

At March 31, 2014 $ 7,626
Current $ 7,626
Non-current -
At March 31, 2014 $ 7,626

The Group gives warranties on Semiconductor Marufaxg Technology sold. Provision

for warranty is estimated based on historical wagradata, and are recognized as a

reduction of revenue in the second year of théedlproduct sales.

(12) Corporate bonds-payable

The convertible bonds issued in 2014

Bonds transferred to common stock

Less: Discount of bonds payable

Corporate bonds-payable, net

Current

Non-current
At March 31, 2015

March 31, 2015 December31,2014  March31,2014
$ 700, 000 $ 700, 000 $ -
(99, 300) (92, 400) -
(29,537) (32, 638) -
$ 971, 163 $ 574, 962 $ —
$ — $ - $ —
571, 163 574, 962 —
$ 971, 163 $ 574, 962 $ —
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Embedded derivative- $ 781 $ (608) $
Financial (Assets) liability

Equity element $ 28, 261 $ 28, 586 $ —

A. The company issued the third Domestic unsecwaavertible corporate bonds on
October 16, 2014 for the purpose of purchasindgabsry equipments.
Terms and conditions of corporate bondsatkned as follows
(1) Issue Amount $700,000 thousand dollars.
(2) The bonds have maturity of three years. (NovemBgz(il4~November 18,2017)
(3) Interest: 0%
(4) Conversion period: The date after one month of the bonds issue tandterity date
(5) The price at which shares will be issued upon cmioe was NTD 100 per share at
the issue date and shall be adjusted accordingierk is a capital increase in cash or
marking of a free distribution by the company.
(6) A bondholder may request the company to redeerbdhds after two years from the
iIssue date.

(7) As stipulated in the contract, the company resetivesight to redeem the convertible
bonds from the holders.

B. Till March 31,2015,the convertible bonds tramsfd to common stock were $99, 300
thousand dollars (issue 993 thousand shares), lrenddmpany recognized $88,540
thousand dollars as paid-in capital in excess ptpanmon stock.

C. The fair value of convertible option was sepadafrom the third bonds payable, and
was recognized in “Capital reserve from stock wasaaccording to IAS No. 7. Total
“Valuation gain (loss) on financial assets (liaieg$)” amounted to $(1,384) thousand
dollars and $0 thousand dollars as of March 315201 2014.

D. The effective interest rate of the third conimet bonds is 1.9183%, total interest

expenses amounted to $2,762 and $0 thousand d@dlatke three-month ended of
2015 and 2014.

(13) Long-term Loans

Lender Nature Amount Period March 31, 2015
Land Bank Secured $163,000 2009.03.02~2022.03.02 $ 65, 292
—East Shichu Branch  hank borrowings
Less: Long-term Loans payable-current portion (9, 329)
Long-term Loans, net $ 55, 963
Interest rates for long-term loans 1.56 %
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Lender Nature Amount Period December 31, 2014

Land Bank Secured $163,000 2009.03.02~2022.03.02 $ 67, 624
—East Shichu Branch  pank borrowings

Less: Long-term Loans payable-current portion (9, 329)

Long-term Loans, net $ 58, 295

Interest rates for long-term loans 1.56 %

Lender Nature Amount Period March 31,2014

Land Bank Secured $163,000 2009.03.02~2022.03.02 $ 74, 621
—East Shichu Branch bank borrowings

Less: Long-term Loans payable-current portion (9, 329)

Long-term Loans, net $ 65, 292

Interest rates for long-term loans 1.56 %

Land and building are rendered as collateral farlsy please refer to note 8 for details.

(14) Pension Benefits
A. Defined benefit plans

a. The Company and its domestic subsidiaries hadefiaed benefit pension plan in
accordance with the Labor Standards Law, coverlhgegular employees’ service
years prior to the enforcement of the Labor Pensicinon July 1, 2005 and service
years thereafter of employees who chose to contiouge subject to the pension
mechanism under the Law. Under the defined bepeiitsion plan, two units are
accrued for each year of service for the first @&rg and one unit for each additional
year thereafter, subject to a maximum of 45 ullension benefits are based on the
number of units accrued and the average monthbrisal and wages of the last 6
months prior to retirement. The Company contributesithly an amount equal to
2% of the employees’ monthly salaries and wage$eaoretirement fund deposited
with Bank of Taiwan, the trustee, under the namthefindependent retirement fund
committee.

b. For the aforementioned pension plan, the Gragognized pension costs of $138
thousand and $214 thousand dollars for the threstimperiods ended March 31,
2015 and 2014, respectively.

c. Expected contributions to the defined benefitgoen plans of the Group for the next
annual reporting period as at March 31, 2015 i8®8thousand dollars.

B. Defined contribution plans
Effective July 1,2005, the Company and its domestibsidiaries have established a
defined contribution pension plan (thé New Plari ) under the Labor Pension Act (the
“Act” ), covering all regular employees with R.O.C nadidy. Under the New Plan,
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the Company and its domestic subsidiaries congilbubnthly an amount based on 6%
of the employees’ monthly salaries and wages toetmployees’ individual pension
accounts at the Bureau of Labor Insurance. Thefitg@ecrued are paid monthly or in
lump sum upon termination of employment. The Comgfsasubsidiaries in mainland
China are subject to the government sponsored etefgontribution plan. Monthly
contributions to an independent fund administergdh® government in accordance
with the pension regulations in the People’s Rejpubl China (PRC) are based on a
certain percentage of employees’ monthly salarres wages. Other than the monthly
contributions, the Group has no further obligatiofise pension costs under the defined
contribution pension plans of the Group for theethmonth periods ended March 31,
2015 and 2014 were $11,474 thousand dollars arg®%$%housand dollars.

(15) EQUITY
A. Movements in the number of the Company’s ordirsrares outstanding are as follows:
2015 2014
At January 1 79, 536, 392 76, 612, 392
Employee stock options exercised — 2,000, 000
Convertible Bonds Transferred To Common Stock 69, 000 —
At March 31 79, 605, 392 78, 612, 392

B. Capital surplus
a. Pursuant to the R.O.C. Company Act, capitallgarprising from paid-in capital in

excess of par value on issuance of common stoafsdanations can be used to
cover accumulated deficit or to issue new stockscash to shareholders in
proportion to their share ownership, provided that Company has no accumulated
deficit. Further, the R.O.C. Securities and Excleabgw requires that the amount of
capital surplus to be capitalized mentioned abdweulsl not exceed 10% of the
paid-in capital each year. Capital surplus showtibe used to cover accumulated
deficit unless the legal reserve is insufficient.

b. The components of capital surplus were as falow
March31,2015 December 31,2014 March 31,2014

Additional paid-in capital $ 210,163 $ 210,163 $ 210,163
From convertible bonds 569, 216 563, 025 480, 676
Treasury Stock Transactions 44,073 44,073 44,073
Donations 1 1 1
From share of changes in equities of — 19, 306 19, 306
subsidiaries and associates

Other 19, 858 19, 858 19, 858
Option 28, 261 28, 586 —
Total $ 871,572 $ 885,012 $§ 774,077
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c. The company issued the first and second Domessecured convertible corporate
bonds; the company recognized $480,676 thousandrslchs paid-in capital in
excess of par-common stock and treasury stockactins $8,477 thousand dollars.

d. The board of directors by resolution transfdrr@asury shares to employees to set
the base date for November 26, 2009. The Compaagdardance with "for the first
time to buy Back 500,000 shares $35,387 thousaflidrsldo the transfer of shares
in employee, to use NTD61.53 per share fully tramsfd to the employees, and
100% shareholding of Chain-Logic International Cogmployees, Black-Scholes
option-pricing model according to the estimated f@lue of NTD14.03 per share,
to recognized the treasury Stock transactions @28ousand dollars.

e.The Company invest in LUMITED CORPORATION throughlIlA-SIN
INVESTMENT CORP. and YI-SIN INVESTMENT CORP. and AJYING
INVESTMENT CORP. handle to increase the Company&rkimg capital and
employee stock options ,didn’t subscribe, so thditexhal paid-in capital from
investee under equity method were $19,306 thoudaltals.

C. Retained Earning

Under the Company's Articles of Incorporation, @@mpany’s annual earnings, after

paying tax and offsetting deficit, that 10% of twenual earnings shall be retained as

legal reserve first and special reserve; the reshiegs shall be decided and

appropriated by the stockholders’ meeting excegt the proportion of distribution is

not more than 3% as directors’ bonus, not less 28 as employees’ bonus, and the

number after deducting the above mentioned as Boblalk's dividend.

The policy for dividend distribution should refldeictors such as the current and future

investment environment, fund requirements, domesticinternational competition and

capital budgets; as well as the benefit of stoakkéud, stock dividend equilibrium, and

long-term financial planning. The board of direstshall make the distribution proposal

annually and present it at the stockholders’ meetithe Company’'s Articles of

Incorporation also provide that profits of the C@np may be distributed by way of cash

dividend and or stock dividenéccordingly, at least 10% of the dividends muspbé in

the form of cash.

The company is loss so estimated amounts of emgddymnus of $8,185 thousand

dollars and directors’ and supervisors’ remuneratib $2,046 thousand dollars for the

three-month periods ended March 31, 2015. The Boardirectors has resolved the

appropriation on January 13, 2015.

The company is loss so estimated amounts of emgdoymnus of $48,242 thousand
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dollars and directors’ and supervisors’ remuneratib$12,061 thousand dollars for the
year ended in 2014. The Board of Directors haslveddhe appropriation on March 24,
2015. The difference amounts from $105 thousanthidolvhich not approve by the
stockholders subsequently are recognized as gans®in 2015.
The company is loss so estimated amounts of emgdoymnus of $48,242 thousand
dollars and directors’ and supervisors’ remuneraiid $12,061 thousand dollars in
2014, The Board of Directors has resolved the gppation on January 17, 2014.
The bonus to shareholder included cash bonus ob,886 thousand dollars and to
employees included a cash bonus of $26,306 thousknidrs and supervisors’
remuneration of $5,827 thousand dollars for 2018evapproved in the stockholders’
meeting.
The amounts of employees’ bonus and directors’sapervisors’ remuneration of 2013
are $28,071 thousand dollars and $7,017 thousalatgjaespectively, are recognized
as operating costs or operating expenses for 20b8. difference amounts from
$(2,955) thousand dollars approved by the stocldieldubsequently are recognized as
gain or loss in 2014.
D. Treasury stock
a. Changes in the treasury stock are set forthabelo
Year ended March 31, 2015

Beginning Additions Disposal Ending shares

Reason for reacquisition shares

To be reissued to employees

Year ended March 31, 2014

Beginning Additions Disposal Ending shares
Reason for reacquisition shares
2,000, 000 — 2,000,000 —

To be reissued to employees

b. Pursuant to the R.O.C. Securities and Exchaage the number of shares bought back
as treasury stock should not exceed 10% of the sumibthe Company’s issued and
outstanding shares and the amount bought backd&hotilexceed the sum of retained
earnings, paid-in capital in excess of par valud eralized capital reserve. As of
December 31, 2011, the shares bought back as tyest&ick amounted to $152,606
thousand dollars.

c. Pursuant to the R.O.C. Securities and Excharaye Lreasury stock should not be
pledged as collateral and is not entitled to dingke before it is reissued to the
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employees.

d. Pursuant to the R.O.C. Securities and Exchareye, lireasury stocks should be
reissued to the employees within three years amdeshnot reissued within the
three-year period are to be retired.

e. Company’s share-based payment transactions

(D As of December 31, 2014, the Company’s share-bpagthent transactions are
set forth below:

Type of arrangement Grant date Quantity Vesting conditions
granted
Treasury stockransferredt 545140307 2000000 Vested immediately
employees o

The board of directors by resolution transferseasury shares to employees to set
the base date for March 7, 2014. The Company iordeace with "for the first
time to buy Back 2,000,000 shares $152,606 thousfidrs to the transfer of
shares in employee, to use NTD76.26 per share tiahsferred to the employees,
and 100% shareholding of Chain-Logic Internation@orp. employees,
Black-Scholes option-pricing model according to testimated fair value of
NTD16.92 per share, recognized Exercise employeekstvarrants $33,840
thousand dollars.

Model of the parameters used are as follows
2014 Treasury stock

transferred to employees

Vi‘/lllézté?n Black-Scholes option-pricing model
Vesting period 103/3/7~103/3/11
Dividend yield rate 4.42 %
Exercise price $ 6. 26
Stock price $ 93.1
Expected price volatility 103.528 %
Risk-free interest rate 0. 475 %

Transfer price calculated after deducting the resmgstransaction costs $
152,062 thousand dollars and Exercise employeek st@rrants $33,840
thousand dollars, the difference with the cost132606 thousand dollars to
recognized the treasury Stock transactions $33f&@6and dollars.

(16) Share-based payment-_ employee compensation plan

None.
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(17)NON-OPERATING INCOME AND EXPENSES
A. Other gains and losses

Jan.1~Mar. 31,2015 Jan.1~Mar. 31, 2014

Gains (losses) on disposal of property, plant apdpenent $ (%) $ (37
Gains (losses) on disposal of investments 5,706 -

Net gains (losses) on financial liabilities at fair

value through profit or loss (1, 384) -

Net currency exchange gains (losses) 4,441 2,349
Others (562) —

Total $ 8, 196 $ 2,312

B. Finance costs
Jan.l~Mar. 31,2015 Jan.1~Mar. 31, 2014

Interest expense

Bank borrowings $ 327 $ 348

The convertible bonds issued in 2014 2,762 —
subtotal 3, 089 348
Less: capitalisation of qualifying assets — —
Total $ 3,089 $ 348

(18)Income Tax
A. Income tax expense

Jan.1~Mar. 31, 2015 Jan.1~Mar. 31, 2014
Current tax:
Current tax on profits for the period $ 22,679 $ 4,672
Adjustments in respect of prior years — 111
Total current tax 22,679 4,783
Deferred tax:
Origination and reversal of temporary differences (4,128) (1, 736)
Impact of change in tax rate — —
Total deferred tax (4,128) (1,736)
Income tax expense $ 18, 551 $ 3,047

B. The Group recognized Income tax expenses irr aii@prehensive income are NT$ 0
start from January to March, at 2014 and 2015.
C. As of March 31, 2015, the investment tax creditdshe Company consisted of the

following:
Used tax Used tax
ltermn Total tax Credits credits of the Unused tax  Final year tax
credits before the Iear credits credits are due
year y
Research and development-2015$ 15, 855 — $ 4,843  $ - 2015
$ 15, 855 — $ 4,843  $ -

D. The latest years for which income tax returngehlaeen examined and cleared by the

tax authorities were as follows:
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Year

MPI Corporation 2012
Chain-Logic International Corp. 2013
JIA-YING INVESTMENT CORP. 2013
JIA-SIN INVESTMENT CORP. 2013
YI-SIN INVESTMENT CORP. 2013
WANG-TONG CORP. 2013
Allstron Corp 2013

E. Double taxation:
March31,2015  December31,2014 March31,2014

Balance in deductible tax accounts $ 172, 375 § 172,375 $ 124,393
2015 2014
(Expected) (Actual)
Deduction percentage of earnings appropriation14. 36 % 13.39 %

G. The unappropriated a retained earnings of the cognjzaexcept that the remaining sum
was $322 thousand dollars before 1997, the othadob to the unappropriated retained
earnings after 1998.

(19) Earnings Per Common Share

Jan.l~Mar.31,201  Jan.l~Mar. 31, 2014

Basic EPS After-tax After-tax
Net Income (Numerator)(Thousands) $ 95546 $ 54,427
Shares (Denominator)(Thousands) 79,548 76,946
Earnings Per Share (Dollars) $ 1.20 $ 0.71
Diluted EPS

Net Income (Numerator)(Thousands) 95,546 3 54,427
Shares (Denominator)(Thousands) 85,643 76,997
Earnings Per Share (Dollars) $ 112 $ 0.71

A. Please refer to note 6(14) for increase of edpiformation.

(20) Supplemental cash flow information

A. Investing activities with partial cash payments
Jan.1~Mar. 31, 2015 Jan.1~Mar. 31, 2014

Purchase of fixed assets $ 202,352 § 76,837
Add: opening balance of payable on equipment 141, 920 16, 983
Less: ending balance of payable on equipment (154, 320) (5, 890)
Cash paid during the period $ 189,952 § 87,930

B.Financing activities with no cash flow effects
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Jan.1~Mar. 31, 2015 Jan.1~Mar. 31, 2014
Convertible bonds being converted to capital stoéks 690 $ —

7. Related Party Transactions

A. Parent and ultimate controlling party
The Company is the ultimate controlling party cé tAroup.

B. Major transactions with related parties:

a. Sales revenue
Jan.1~Mar. 31, 2015 Jan.1~Mar. 31, 2014

Sales of goods:

Associates $ 12,396  § 24, 686
One director of the Company 102, 169 47, 613
Sales of services:

One director of the Company 15, 717 12, 430
Total $ 130,282 $ 84, 729

The company sold general products to the relatetly.pdhe prices and received
periods range are as same as other clients.

b. Purchasing
Jan.1~Mar. 31, 2015 Jan.1~Mar. 31, 2014

Associates $ 27,265  § —
One director of the Company 7,878 8, 938
Total $ 35,143 $ 8,938

There are no other significant difference betwden@ompany's purchase price from
related parties and other suppliers.

c. Receivables from related parties:

ltlem Related parties March 31,2015 December 31, 2014 March 31,2014
Accounts receivable Associates $ 12,919 $ 12,668 $ 29,813
Accounts receivable One director of the Company 77,907 91, 156 18, 126
Other receivable  Associates 298 _ _
Total $ 91,124 $ 103, 824 $ 47,939

d. Payables to related parties:

ltem Related parties March31,2015 December 31,2014 March 31,2014
Accounts payable Associates $ 29,282 $ 2,308 $ —
Accounts payable One director of the Company 6, 200 5, 716 7, 762
Other payables  Associates 579 295 399
Other payables One director of the Company 12,377 13, 561 8, 670
Total $ 48,438 $ 21,880 $ 16,831
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e. PrepaymentsNone.

f. Property, plant, and equipment transactions

(a) Assets purchased from related parties:

Nature Jan1-Mar.31,2015  Jani-Mar.31,2014

Associates - $ o
Other equipment $ 130

(b) Sell assets purchased to related partidsne.

g. Purchases of services

Jan.1~Mar. 31,2015 Jan.1~Mar. 31, 2014
Selling expense - Commission expense

Associates $ 809 $ 470
One director of the Company 426 98
Selling expense -Royalty

One director of the Company 12, 051 8, 496
Total $ 13,286 $ 9, 064

Please refer to note 9 for the payment term ofltpyxpense.

h. Others

(D Payment on behalf of others
March31,2015 December 31,2014 March31,2014

Associates $ — $ 92 $ —
One director of the Company 1, 201 1,817 —
Total $ 1,201 $ 1,909 § —

(2 Sales revenue received in advance
March31,2015 December3l1,2014 March31,2014

Associates $ 23 3 23§ 3,684
One director of the Company 31, 204 209 1,129
Total $ 31,227  § 232§ 4, 813

@ Receipts under custody

March31,2015 December31,2014 March 31,2014
One director of the Company §$ 2,625 $ 3, 387 $ 4,741

@ Temporary receipts

March31,2015 December31,2014 March 31,2014
One director of the Company $ 97 $ 116 $ 97

(5 Manufacturing overhead

Nature Jan.1~-Mar. 31, 2015 Jan.1~Mar. 31, 2014
Associates Manufacturing  $ 252§ —
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Overhead-outs

ourced
Associates Others $ 345 $ 380
One director of the Company Others $ — $ 8
® Selling expense
Nature Janl~Mar. 31,2015  Jan.1~Mar. 31,2014
Associates Stationery  $ 1 3 —
One director of the Company Others $ 68 $ 86
(@ General & administrative expense
Nature Janl-Mar. 31,2015  Jan.1~Mar. 31,2014
Associates Others $ 51 $ —
Research and development expense
Nature Janl~Mar. 31,2015  Jan.l~Mar. 31,2014
Associates Stationery  $ 4 3 —
Associates Others $ 1,033 $ —
@ Rental income
Jan.1~Mar. 31, 2015 Jan.1~Mar. 31, 2014
Associates $ 670 $ —
The contents of lease contract are as follow
Objective Lease period Collection Term
Wenshan Rd., Xinp $ 1,359 thousand dollars per moritexcludec
. . 2014.11.01-2017.10.31
Township, Hsinchu VAT ) from 2014.
County Since January 1, 2015, NT $ 296 thousanc

month ( excluded VAT)

Since February 1, 2015, NT $ 185 thousanc
month (excluded VATY)

Since March 1, 2015, NT $ 162 thousi
per(excluded VAT);

To count for actual parking space per month.

Other revenue

Jan.1~Mar. 31,2015 Jan.1~Mar. 31,2014
Associates $ 551 $ 88
One director of the Company $ 3, 768 $

i. Key management compensation

Jan.1~Mar. 31,2015 Jan.l~Mar. 31,2014
Salaries and other short-term employee$ 5, 406 $ 3,084
Termination benefits — —
Post-employment benefits — —
Other long-term benefits — —
Share-based payments — —

Total $ 5, 406 $ 3,084
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8 -~ Pledged Assets

Certain property, plant, equipment and deposit vdeeged to secure long-term debt from

banks and value-added tax for imported goods. Treying values of the collateralized
properties as follows:

March 31, 2015 December 31, 2014 March 31, 2014
Land $ 447,844  § 447,844  § 227, 250
Buildings 957, 145 963, 761 561, 476
Pledged time deposit 8,939 8,935 9,178
Total $ 1,413,928 $ 1,420,540 $ 797,904

9. Commitments and Contingencies

(1) The Company signed a teaming agreement withfalhewing companies to improve
product quality and the independent production. rista@jor term of the agreement is as
follows:

Company: MICRONICS JAPAN CO., LTD.

Product for Technology Cooperation: Providing temlbgy and information for position
precision improvement of needles for inspectinghips.

The agreement will be automatically extended fastlaer year if no party objects three
months before the expiration date. This automatitension is also available for
subsequent years.

The technology payments are modified to 3% of ttaltsale of PROBE CARD which
the Company manufactures and sellAnd the payment made quarterly.

(2) At March 31, 2015 and 2014, the Group have edeand unused letters of credilone.
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