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INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

The Board of Directors and Stockholders
HTC Corporation

We have reviewed the accompanying consolidatednbalasheets of HTC Corporation and subsidiaries
(collectively, the “Company”) as of March 31, 204:3d 2012, December 31, 2012 and January 1, 20diZhan
related consolidated statements of comprehensogeria, changes in equity and cash flows for theethmenths
ended March 31, 2013 and 2012, all expressed in Nawan dollars. These consolidated financial
statements are the responsibility of the Companmyemagement. Our responsibility is to issue a tepor
these financial statements based on our reviews.

We conducted our reviews in accordance with Statéroé Auditing Standards No. 36 - “Engagements to
Review of Financial Statements” issued by the AndiStandards Committee of the Accounting Reseanth
Development Foundation of the Republic of China. réiew consists principally of applying analytical
procedures to financial data and of making ingeidgépersons responsible for financial and accagntatters.

It is substantially less in scope than an audidooted in accordance with auditing standards géperecepted

in the Republic of China, the objective of whichtli® expression of an opinion regarding the codatdid
financial statements taken as a whole. Accordingy/do not express such an opinion.

Based on our reviews, we are not aware of any mataeodifications that should be made to the cadsted
financial statements referred to above of the Com@es of March 31, 2013 and 2012, December 31, 2082
January 1, 2012, and for the three months endedhvai, 2013 and 2012 for them to be in conformiihthe
Guidelines Governing the Preparation of Financigpétts by Securities Issuers, IFRS 1 - First-tinumgtion
of International Financial Reporting Standards B8 34 - Interim Financial Reporting approved byédicial
Supervisory Commission.

May 10, 2013
Notice to Readers

The accompanying consolidated financial statemangsintended only to present the consolidated fren
position, financial performance and cash flows ioc@rdance with accounting principles and practices
generally applied in the Republic of China and thatse of any other jurisdictions. The standardecpdures
and practices to review such consolidated finanstaktements are those generally applied in the Blepof
China.

For the convenience of readers, the accountantgere report and the accompanying consolidated fonn
statements have been translated into English froendriginal Chinese version prepared and used & th
Republic of China. If there is any conflict betwélge English version and the original Chinese i@r®r any
difference in the interpretation of the two verspihe Chinese-language accountants’ review repod
consolidated financial statements shall prevail.lsoA as stated in Note 4 to the consolidated fir@nc
statements, the additional footnote disclosures &ina not required under accounting principles girdctices
generally applied in the Republic of China were tnabslated into English.
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HTC CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

ASSETS March 31,2013 December 31, 2012 March 31, 2012 January 1, 2012
CURRENT ASSETS
Cash and cash equivalents (Note 6) $ 47,452,141 $ 50,966,143 $ 53,095,923 $ 62,026,758
Financial assets at fair value through profit or
loss - current (Notes 4, 7 and 31) 228,702 6,950 - 256,868
Available-for-sale financial assets - current
(Notes 4, 8 and 31) - 37,902 737,392 736,031
Held-to-maturity financial assets - current (Nodes
9 and 31) 101,036 101,459 - -
Derivative financial assets for hedging - current
(Notes 4, 10 and 31) - 204,519 - -
Note and trade receivables, net (Notes 4, 13 ahd 32 28,542,304 41,253,826 52,325,059 64,719,791
Other receivables (Note 13) 1,436,943 1,524,269 1,430,089 1,947,665
Other receivables - related parties (Notes 13
and 32) 6,788,707 6,600,093 - 966
Current tax assets (Note 4) 319,482 61,532 248,530 263,116
Inventories (Notes 4 and 14) 38,103,851 23,809,377 28,993,944 28,430,590
Prepayments (Note 15) 5,838,434 4,965,814 6,383,271 6,507,516
Other current financial assets (Notes 6, 12 and 33) 4,179,754 6,561,444 26,534,203 25,543,450
Other current assets 54,280 39,097 77,174 249,644
Total current assets 133,045,634 136,132,425 169,825,585 190,682,395
NON-CURRENT ASSETS
Available-for-sale financial assets - non-current
(Notes 4, 8 and 31) 173 197 186,856 279
Held-to-maturity financial assets - non-current
(Notes 4, 9 and 31) - - 203,764 204,597
Financial assets measured at cost - non-current
(Notes 4, 11 and 31) 4,444,000 4,304,907 3,472,035 3,408,654
Investments accounted for using the equity method
(Notes 4 and 16) 5,316,819 5,892,168 316,145 71,732
Property, plant and equipment (Notes 4, 17 and 32) 25,840,345 25,990,766 22,689,799 21,715,633
Intangible assets (Notes 4 and 18) 11,677,252 11,683,170 22,139,555 22,767,479
Deferred tax assets (Note 4) 8,577,968 8,689,842 6,035,485 6,319,978
Refundable deposits 181,926 190,142 199,327 185,306
Long-term receivables (Notes 4 and 13) 4,479,375 4,369,350 - -
Prepaid pension cost - non-current (Notes 4 and 22) 125,230 119,273 106,515 100,651
Other non-current assets (Note 15) 10,463,896 9,876,752 11,120,367 10,655,126
Total non-current assets 71,106,984 71,116,567 66,469,848 65,429,435
TOTAL $ 204,152,618 $ 207,248,992 $ 236,295,433 $ 256,111,830

The accompanying notes are an integral part ofdinsolidated financial statements.

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Financial liabilities at fair valieough profit
or loss - current (Notes 4, 7 and 31)

Note and trade payables (Notes 19 2pd 3

Other payables (Notes 4, 20 and 32)
Current tax liabilities (Note 4)

Provisions - current (Notes 4 and 21)

Other current liabilities (Note 20)

Total current liabilities

NON-CURRENT LIABILITIES
Deferred tax liabilities (Note 4)
Guarantee deposits received

Total non-current liabilities
Total liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF THE
PARENT (Note 23)
Share capital - common stock
Capital surplus
Additional paid-in capital - issuance of shares
in excess of par
Treasury stock transactions
Merger
Expired stock options
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Accumulated earnings
Total retained earnings
Other equity
Accumulated balances of exchange differences
on translating foreign operations (Note 4)
Unrealized gains or losses from
available-for-sale financial assets (Note 4)
Effective portion of gain on hedging instruments
in a cash flow hedge (Notes 4 and 10)
Total other equity
Treasury shares

Total equity attributable to owners of the
parent

NON-CONTROLLING INTEREST
Total equity

TOTAL

March 31, 2013

December 31, 2012

March 31, 2012

January 1, 2012

$ - $ - $ 210837 $ -
75,253,626 73,618,197 69,159,037 78,473,130
35,168,299 39,267,173 37,095,747 47,595,791
2,538,455 2,713,373 10,438,543 10,570,682
7,649,765 8,881,514 14,879,493 15,133,275
2,185,362 1,788,106 1,487,306 1,661,140
122,795,507 126,268,363 133,270,963 153,434,018
365,047 647,936 449,233 340,261
53,136 59,999 43,014 42,946
418,183 707,935 492,247 383,207
123,213,690 126,976,298 133,763,210 153,817,225
8,520,521 8,520,521 8,520,521 8,520,521
14,809,608 14,809,608 14,809,608 14,809,608
1,730,458 1,730,458 1,730,458 1,730,458
24,423 24,423 24,423 24,423
37,068 37,068 37,068 37,068
16,601,557 16,601,557 16,601,557 16,601,557
16,471,254 16,471,254 10,273,674 10,273,674
- - 580,856 580,856
53,715,903 53,630,777 80,153,693 75,687,478
70,187,157 70,102,031 91,008,223 86,542,008
(302,729) (1,089,693) (696,264) -
(2,088) 9,716 117,091 2,939

- 194,052 : ;
(304,817) (885,925) (579.173) 2,939
(14,065,490) (14,065,490) (14.,065,490) (10,365,144)
80,938,928 80,272,694 101,485,638 101,301,881
- - 1,046,585 992,724
80,938,928 80,272,694 102,532,223 102,294,605
$ 204,152,618  $ 207,248,992  $ 236,295433  $ 256,111,830



HTC CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

REVENUES (Notes 4, 24 and :
COST OF REVENUES (Notes 4, 14, 25 and
GROSS PROFI
OPERATING EXPENSES (Notes 25 and
Selling and marketir
General and administrati
Research and developm
Total oferating expens
OPERATING PROFI
NON-OPERATING INCOME AND EXPENSE
Other income (Notes 4 and :
Other gains and losses (Notes 4 an(
Finance cos
Share of the profit or loss of associates and pemtures accounte
for using the equity method (Notes 4 and 16)
Total nor-operating income and expen
PROFIT BEFORE INCOME TA
INCOME TAX (Notes 4 and 2!
PROFIT FOR THE PERIO
OTHER COMPREHENSIVE INCOME AND LOS

Exchange differences on translating foreign openati{Notes
and 23)

Unrealized valuation gains and losses from avai-for-sale financia

assets (Notes 4 and 23)
Effective portion of gains « losses on hedging instruments in a ¢
flow hedge (Notes 4, 10 and 23)

Other comprehensive income and loss for the peniedof
income tax

TOTAL COMPREHENSIVE INCOMI

Three Months Ended March 31

2013 2012
$ 42,788,51 $ 67,789,58
34,106,36 50,810,38
8,682,152 16,979,19
3,922,83 6,722,24
1,547,88 1,714,07.
3.168,07: 3.422,30
8,638,79. 11,858,63
43,35¢ 5,120,56
258,30 255,21
(242,552 201,36:
(48) (320)
43,681 (4,470)
59387 451,78t
102,74! 5,572,35
17.,61¢ 768,35
85,12¢ 4,803,99
786,964 (696,264)
(11,804) 114,152
(194,052) -
581,108 (582,112)
$ 666,24 $ 422188
(Continued)



HTC CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

Three Months Ended March 31

2013 2012
ALLOCATIONS OF PROFIT (R LOSS FOR THE PERIOI
ATTRIBUTABLE TO
Owners of the pare $ 85,12¢ $ 4,466,21
Nonr-controlling interes - 337,78:.

$ 85,12¢ $ 4,803,999

ALLOCATIONS OF TOTAL COMPREHENSIVE INCOME FOR TH
PERIOD ATTRIBUTABLE TO
Owners of the pare $ 666,23 $ 3,884,10:

Nonr-controlling interes - 337,78:.

666,23« $ 4,221,888

EARNINGS PER SHARE (Note 27)

Basic earnings per shi 0.1 $ 5.3t
Diluted earnings per sh 0.1 $ 5.3
The accompanying notes are an integral part ofdinsolidated financial statements. (Concluded)



HTC CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

Equity Attributable to Owners of the Parent

Other Equity

Accumulated

Capital Surplus Balances of Unrealized Effective
Additional Exchange Gains or Losses Portion of Gain
Paid-in Capital Differences on From on Hedging Total Equity
- Issuance of Retained Earnings Translating Available-for-  Instruments in Attributable to
Share Capital Shares in Treasury Stock Expired Stock Accumulated Foreign sale Financial A Cash Flow Treasury Owners of the  Non-controlling
Common Stock  Excess of Par  Transactions Merger Options Legal Reserve Special Reserve Earnings Operations Assets Hedge Shares Parent Interest Total Equity

BALANCE, JANUARY 1, 2012 $ 8,520,521 $ 14,809,608 $ 1,730,458 $ 24,423  $ 37,068 $ 10,273,674 $ 580,856 $ 75,687,478 $ - $ 2939 % - $ (10,365,144) $101,301,881 $ 992,724  $102,294,605
Profit for the three months ended March 31,

2012 - - - - - - - 4,466,215 - - - - 4,466,215 337,782 4,803,997
Other comprehensive income and loss for the

three months ended March 31, 2012 - - - - - - - - (696,264) 114,152 - - (582,112) - (582,112)
Purchase of treasury shares - - - - - - - - - - - (3,700,346) (3,700,346) - (3,700,346)
Change in non-controlling interest - - - - - - - - - - - - - (283,921) (283,921)
BALANCE, MARCH 31, 2012 $ 8520521 $ 14,809,608 $ 1730458 $ 24423  $ 37,068 $ 10,273,674 $ 580,856 $ 80,153,693 $ (696,264) $ 117,091 $ - $ (14,065,490) $101,485638 $ 1,046,585 $102,532,223
BALANCE, JANUARY 1, 2013 $ 8,520,521 $ 14,809,608 $ 1,730,458 $ 24,423  $ 37,068 $ 16,471,254 $ - $ 53,630,777 $ (1,089,693) $ 9,716 $ 194,052  $(14,065,490) $ 80,272,694 $ - $ 80,272,694
Profit for the three months ended March 31,

2013 - - - - - - - 85,126 - - - - 85,126 - 85,126
Other comprehensive income and loss for the

three months ended March 31, 2013 - - - - - - - - 786,964 (11,804) (194,052) - 581,108 - 581,108
BALANCE, MARCH 31, 2013 $ 8520521 $ 14,809,608 $ 1,730458 $ 24,423  $ 37,068 $ 16,471,254 $ - $ 53,715903 $ (302,729) $ (2,088) $ - $ (14,065,490) $ 80,938,928 $ - $ 80,938,928

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




HTC CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before income tax

Adjustments for:
Depreciation
Amortization
Impairment loss recognized on trade and other vabkgs
Finance costs
Interests income
Dividend income

Share of the profit or loss of associates and jp@ntures accounted

for using the equity method
Losses on disposal of property, plant and equipment
Gain on sale of investments
Impairment losses on non-financial assets
Net changes in operating assets and liabilities

(Increase) decrease in financial assets classifidteld for

trading
Decrease in derivative financial instruments faddieg
Decrease in note and trade receivables
(Increase) decrease in other receivables
Decrease in other receivables - related parties
Increase in inventories
(Increase) decrease in prepayments
(Increase) decrease in other current assets
Increase in other non-current assets
Increase (decrease) in note and trade payables
Decrease in other payables
Decrease in provisions
Increase (decrease) in other current liabilities
Cash used in operations
Interest received
Interest paid
Income tax paid

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds of the sale of available-for-sale findrasaets
Payments to acquire financial assets measuredt co
Net cash outflow on acquisition of subsidiaries
Payments for property, plant and equipment
Proceeds from disposal of property, plant and egeigt
Increase in refundable deposits

Three Months Ended March 31

2013 2012
102,745 $ 5,572,354
694,689 542,213
494,060 467,576
575,816 505,078

48 320
(159,635) (167,214)
(10,005) (764)
(43,681) 4,470
1,558 5
(29,735) -
542,152 73,993
(221,752) 467,705
204,519 -
12,313,606 11,889,654
(63,616) 518,437
- 966
(14,494,140) (637,347)
(1,382,330) 124,245
(15,183) 172,470
(593,101) (471,105)
1,635,429 (9,314,093)
(3,677,970) (10,459,136)
(1,231,749) (253,782)
397,256 (173,834)
(4,961,019) (1,137,789)
132,677 166,472
(48) (320)
(621,502) (492,445)
(5,449,892) (1,464,082)
56,738 -
(48,382) (209,546)
- (55,252)
(964,837) (1,886,609)
126,199 7,151
- (14,021)
(Continued)



HTC CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

Decrease in refundable deposits

Payments for intangible assets

Increase in other current financial assets
Decrease in other current financial assets
Increase in prepayments for equipment in transit
Dividends received

Loss of a subsidiary

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments for treasury shares
Increase in guarantee deposits received
Refund of guarantee deposits
Change in non-controlling interest

Net cash used in financing activities

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH

EQUIVALENTS

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

Three Months Ended March 31

2013 2012

$ 8,216 $ -
(127,150) (25,624)
- (990,753)

2,381,690 -
(188,238) (4,487)

655,619 764
- (501,425)
1,899,855 (3.679,802)
- (3,700,346)

- 68

(6,863) -
- (33,232)
(6,863) (3,733,510)
42,898 (53,441)
(3,514,002) (8,930,835)
50,966,143 62,026,758
$ 47,452,141 $ 53,095,923

(Concluded)

The accompanying notes are an integral part ofdinsolidated financial statements.



HTC CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTHS ENDED MARCH 31, 2013 AND 2012

(In Thousands of New Taiwan Dollars, Unless StateOtherwise)
(Reviewed, Not Audited)

1. ORGANIZATION AND OPERATIONS

HTC Corporation (“HTC”") was incorporated on May 1897 under the Company Law of the Republic of
China to design, manufacture, assemble, processsalh smart mobile devices and provide after-sales
service.

In March 2002, HTC had its stock listed on the TaiwStock Exchange. On November 19, 2003, HTC
listed some of its shares of stock on the Luxempdiock Exchange in the form of global depositary
receipts.

The functional currency of HTC is New Taiwan ddllar The consolidated financial statements are
presented in New Taiwan dollars since HTC is themizof the Company.

2. APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial statements were approyeithe board of directors and authorized for issoe
May 1, 2013.

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FI NANCIAL REPORTING
STANDARDS (“IFRSs”)

HTC and subsidiaries (collectively, the “Companyigve not applied the following new and revised$6R
that have been issued by the International Accogrstatements Board (“IASB”).

As of the date that the board of directors approaad authorized for issuing consolidated financial
statements, new and revised standards, amendmeritgegpretations had not been effected by the
Financial Supervisory Commission (“FSC”) were d®fos:

New and Revised Standards, Amendments or Interpreteons Effective Date by IASB (Note)

Approved by FSC

Amendments to IFRSs Improvements to 2009 IFRS, whi January 1, 2009 or January 1,
Amends IAS 39 2010
IFRS 9 Financial Instruments January 1, 2015
Amendments to IAS 39 Embedded Derivatives Effective for a fiscal year
ending on or after June 30,
2009
(Continued)



New and Revised Standards, Amendments or Interpreteons Effective Date by IASB (Note)

Not Approved by FSC

Amendments to IFRSs Improvementgo 2010 IFRS, whic July 1, 2010 or January 1, 2011
Amends IAS 39

Amendments to IFRSs Annual Improvements to IFRSs  January 1, 2013
2009-2011 Cycle

Amendments to IFRS 1 Limited Exemption from July 1, 2010

Comparative IFRS 7 Disclosures
for First-time Adopters

Amendments to IFRS 1 Government Loans January 1, 2013
Amendments to IFRS 1 Severe Hyperinflation and Remo' July 1, 2011

of Fixed Dates for First-time

Adopters
Amendments to IFRS 7 Disclosure - Offsetting Financial January 1, 2013

Assets and Financial Liabilities
Amendments to IFRS 9 and IFRS Kandatory Effective Date of IFRS January 1, 2015
9 and Transition Disclosures

Amendments to IFRS 7 Disclosure - Transfer of Financial July 1, 2011
Assets

Amendments to IFRS 9 Financial Instruments January 1, 2015

IFRS 10 Consolidated Financial Statementslanuary 1, 2013

IFRS 11 Joint Arrangements January 1, 2013

IFRS 12 Disclosure of Interests in Other  January 1, 2013
Entities

Amendments to IFRS 10, IFRS 11Consolidated Financial Statementslanuary 1, 2013

and IFRS 12 Joint Arrangements and

Disclosure of Interests in Other
Entities: Transition Guidance

Amendments to IFRS 10, Investment Entities January 1, 2014
IFRS 12 and IAS 27

IFRS 13 Fair Value Measurement January 1, 2013

Amendments to IAS 1 Presentation of Other July 1, 2012
Comprehensive Income

Amendments to IAS 12 Deferred Tax: Recovery of January 1, 2012
Underlying Assets

Amendments to IAS 19 Employee Benefits January 1, 2013

Amendments to IAS 27 Separate Financial Statements  January 1, 2013

Amendments to IAS 28 Investments in Associates and Joidanuary 1, 2013
Ventures

Amendments to IAS 32 Offsetting Financial Assets and  January 1, 2014
Financial Liabilities

IFRIC 20 Stripping Costs in Production January 1, 2013

Phase of a Surface Mine
(Concluded)

Note: The foregoing new and revised standards, dments or interpretations will be implemented in
accordance with the effective date except for aattid note disclosure.



The Company believes that the first-time and subseiadoption of the foregoing new and revised
standards, amendments or interpretations will natenally affect its financial statements, excepttlie
following areas:

IFRS 9: Financial Instruments

¢ All recognized financial assets that are withia ftope of IAS 39 Financial Instruments: Recogniti
and Measurement to be subsequently measured atizedocost or fair value. Specifically, debt
investments that are held within a business modwelse objective is to collect the contractual cash
flows, and that have contractual cash flows thatswoiely payments of principal and interest on the
principal outstanding are generally measured atrézed cost at the end of subsequent accounting
periods. All other debt investments and equityeBtments are measured at their fair value at the en
of subsequent accounting periods.

e With regard to the measurement of financial liilbs designated as at fair value through profitoss,
IFRS 9 requires that the amount of change in thievédue of the financial liability, that is attritable
to changes in the credit risk of that liability, psesented in other comprehensive income, unless th
recognition of the effects of changes in the liad credit risk in other comprehensive income igou
create or enlarge an accounting mismatch in pwfitoss. Changes in fair value attributable to a
financial liability's credit risk are not subseqtigmeclassified to profit or loss.

The management anticipates that the applicatidrRE 9 in the future may have a significant impawt
amounts reported in respect of the Company's finhassets and financial liabilities. Howeverisitnot
practicable to provide a reasonable estimate ofefifect of IFRS 9 until a detailed review has been
completed.

. SIGNIFICANT ACCOUNTING POLICIES

On May 14, 2009, the FSC announced the “Framewarkie Adoption of IFRSs by the Companies in the
ROC.” In this framework, starting 2013, companieth shares listed on the Taiwan Stock Exchange or
traded on the Taiwan GreTai Securities Market orefgimg Stock Market should prepare their
consolidated financial statements in accordancle thié Guidelines Governing the Preparation of Firen
Reports by Securities Issuers and the IFRSs, latiemal Accounting Standards, and the Interpreatatio
approved by the FSC.

The consolidated financial statements of HTC andlladf its directly and indirectly controlled subiaries
are the first interim IFRS financial statements part of the period covered by its first annuabfiial
statements, the consolidated financial statement8d13. The date of transition to IFRSs was Jgnlia
2012. IFRS conversion impacts on consolidatedhfife statements please refer to Note 38.

Statement of Compliance

The consolidated financial statements have beguaped in accordance with the Guidelines Goverrieg t
Preparation of Financial Reports by Securities,SFR - First-time Adoption of International Finaricia
Reporting Standards and IAS 34 - Interim FinanRiporting approved by FSC.

Basis of Preparation

The consolidated financial statements have beemaped on the historical cost basis except for firen

instruments that are measured at fair values, plsieed in the accounting policies below. Histalicost
is generally based on the fair value of the comattten given in exchange for assets.

-10 -



The opening balance sheet as of the date of tramsd IFRSs was prepared in accordance with IFRS 1
First-time Adoption of International Financial Refiiog Standards. The applicable IFRSs have been
applied retrospectively by the Company except fome areas where IFRS prohibits retrospective
application and specified areas where IFRS 1 griamnteed exemptions (the exemptions of the Company
please refer to Note 38) from the requirement$-&3s.

For readers’ convenience, the accompanying coraelidfinancial statements have been translated into
English from the original Chinese version prepaaad used in the Republic of China. If inconsistesic
arise between the English version and the Chinession or if differences arise in the interpretasio
between the two versions, the Chinese version efdbnsolidated financial statements shall prevail.
However, the accompanying consolidated financetiestents do not include the English translatiothef
additional footnote disclosures that are not regliinder accounting principles and practices gépera
applied in the Republic of China but are requirgdh® Securities and Futures Bureau for their agbts
purposes.

The significant principal accounting policies aet sut as below.
Current/Non-current Assets and Liabilities

Current assets include those assets held primfmilftrading purposes or to be realized within tveelv
months, cash and cash equivalents from the bakdrest date unless the asset is to be used forcharge
or to settle a liability, or otherwise remains ries¢d, at more than twelve months after the badasiteet
date. Property, plant and equipment, intangibéetas other than assets classified as currenfassifeed
as non-current. Current liabilities are obligaancurred for trading purposes or to be settlethiwi
twelve months from the balance sheet date and eondlitional right to defer settlement of the liailfor

at least twelve months after the balance sheet datebilities that are not classified as curren¢ a
classified as non-current.

Basis of Consolidation

a. Principles for preparing consolidated finanstaktements
The consolidated financial statements incorpordte financial statements of HTC and entities
controlled by HTC (its subsidiaries). Control ch&eved where the parent company has the power to
govern the financial and operating policies of atitg so as to obtain benefits from its activities.
Income and expenses of subsidiaries acquired postsl of during the period are included in the
consolidated statement of comprehensive income ftmreffective date of acquisition and up to the

effective date of disposal, as appropriate.

When necessary, adjustments are made to the falast@tements of subsidiaries to bring their
accounting policies in line with those used by otinembers of the Company.

All intra-group transactions, balances, income exygenses are eliminated in full on consolidation.
Equity attributable to owners of the parent and-aontrolling interests were presented separately.

Attribution of total comprehensive income to nomtolling interests

Total comprehensive income of subsidiaries is kattdd to the owners of HTC and to the
non-controlling interests.

-11 -



Changes in the Company’s ownership interests istiexi subsidiaries

Changes in the Company’s ownership interests isidighies that do not result in the Company losing
control over the subsidiaries are accounted foedqsty transactions. The carrying amounts of the
Company'’s interests and the non-controlling intisraese adjusted to reflect the changes in thedtive
interests in the subsidiaries. Any difference lestv the amount by which the non-controlling
interests are adjusted and the fair value of thesideration paid or received is recognized direitly
equity and attributed to owners of the parent.

When the Company loses control of a subsidiaryaia gr loss is recognized in profit or loss and is
calculated as the difference between (i) the aggeedf the fair value of the consideration receiaad

the fair value of any retained interest and (i hrevious carrying amount of the assets (including
goodwill), and liabilities of the subsidiary andyanon-controlling interests. When assets of the
subsidiary are carried at revalued amounts orviaines and the related cumulative gain or loss has
been recognized in other comprehensive income aodnaulated in equity, the amounts previously
recognized in other comprehensive income and adetetlin equity are accounted for as if the
Company had directly disposed of the relevant asg&t reclassified to profit or loss or transéerr
directly to retained earnings as specified by a@paplie IFRSS).

The fair value of any investment retained in therfer subsidiary at the date when control is lost is
regarded as the cost on initial recognition ofrarestment in an associate or a jointly controlletity

Subsidiary included in consolidated financiatements

The consolidated entities as of March 31, 2013,ebder 31, 2012, March 31, 2012 and January 1,
2012 were as follows:

% of Ownership

March 31, December 31, March 31, January 31,
Investor Investee Main Businesses 2013 2012 2012 2012 Remark
HTC Corporation H.T.C. (B.V.l.) Corp. International holding 100.00 100.00 100.00 100.00
company
Communication Global Telecom testing and 100.00 100.00 100.00 100.00
Certification Inc. certification services
High Tech Computer International holding 100.00 100.00 100.00 100.00
Asia Pacific Pte. Ltd. company; marketing,
repair and after-sales
services
HTC Investment General investing 100.00 100.00 100.00 100.00
Corporation activities
PT. High Tech Marketing, repair and 1.00 1.00 1.00 1.00
Computer Indonesia after-sales service
HTC | Investment General investing 100.00 100.00 100.00 100.00
Corporation activities
HTC Holding International holding 1.00 1.00 1.00 1.00
Cooperatief U.A. company
Huada Digital Software service 50.00 50.00 50.00 50.00 1)
Corporation
HTC Investment One Holding S3 Graphics 100.00 100.00 100.00 100.00
(BVI) Corporation Co., Ltd. and general
investing activities
FunStream Corporation Design, research and 100.00 100.00 100.00 - 2)
development of
three-D technology
H.T.C. (B.V.l) High Tech Computer Manufacture and sale of 100.00 100.00 100.00 100.00
Corp. Corp. (Suzhou) smart mobile devices
Exedea Inc. Distribution and sales - - 100.00 100.00 3)
High Tech Compute High Tech Computer Marketing, repair and 100.00 100.00 100.00 100.00
Asia Pacific Pte. (H.K.) Limited after-sales service
Ltd.
HTC (Australia and New " 100.00 100.00 100.00 100.00
Zealand) Pty. Ltd.
HTC Philippines " 99.99 99.99 99.99 99.99
Corporation
(Continued)
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Investor

HTC Investment
Corporation

HTC Investment
One (BVI)
Corporation

HTC HK, Limited

HTC Holding

Cooperatief U.A.

HTC Holding

Cooperatief U.A.

HTC Netherlands
B.V.

Investee

PT. High Tech
Computer Indonesia

HTC (Thailand) Limited

HTC India Private Ltd.

HTC Malaysia Sdn.
Bhd.

HTC Innovation Limited

HTC Communication
Co., Ltd.

HTC HK, Limited

HTC Holding
Cooperatief U.A.
HTC Communication

Technologies (SH)

Yoda Co., Ltd.

S3 Graphics Co., Ltd.

HTC Corporation
(Shanghai WGQ)

HTC Electronics
(Shanghai) Co., Ltd.

HTC Netherlands B.V.

HTC India Private Ltd.

HTC South Eastern
Europe Limited
Liability Company

HTC EUROPE CO.,
LTD.

HTC BRASIL

HTC Belgium
BVBA/SPRL

HTC NIPPON
Corporation

HTC FRANCE
CORPORATION

HTC South Eastern
Europe Limited
liability Company

HTC Nordic ApS.

HTC ltalia SRL

HTC Germany GmbH

HTC lberia, S.L.

HTC Poland sp. z.0.0.

Saffron Media Group
Ltd.

HTC Communication
Canada, Ltd.

HTC Norway AS

HTC RUS LLC

HTC Communication
Sweden AB

Main Businesses

Sale of smart mobile
devices

International holding
company; marketing,
repair and after-sales
services

International holding
company

Design, research and
development of
application software

Operation of restaurant
business, parking lot
and building cleaning
services

Design, research and
development of
graphics technology

Repair and after-sales
services

Manufacture and sale of
smart mobile devices

International holding
company; marketing,
repair and after-sales
services

Marketing, repair and
after-sales services
"

International holding
company Marketing,
repair and after-sales
services

Marketing, repair and
after-sales services

"

Sale of smart mobile
devices

International holding
company; marketing,
repair and after-sales
services

Marketing, repair and
after-sales services

International holding
company, design,
research and
development of
application software

Marketing, repair and
after-sales services
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% of Ownership

March 31,
2013

99.00

100.00
99.00
100.00

100.00
100.00

100.00

99.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

99.99
100.00
100.00

100.00

99.33

100.00
100.00
100.00
100.00
100.00
100.00

100.00

100.00
100.00
100.00

December 31,

2012

99.00

100.00
99.00
100.00

100.00
100.00

100.00

99.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

99.99

100.00

100.00

100.00

99.33

100.00
100.00
100.00
100.00
100.00
100.00

100.00

100.00
100.00
100.00

March 31,
2012

99.00

100.00
99.00
100.00

100.00
100.00

100.00

99.00

100.00

100.00

100.00

100.00

100.00

100.00

99.99
100.00
100.00

100.00

99.33

100.00
100.00
100.00
100.00
100.00
100.00

100.00

100.00
100.00
100.00

January 31,
2012 Remark
99.00 -

100.00 -
99.00 -
100.00 -

100.00 -
100.00 -

100.00 -

99.00 -

100.00 -

100.00 -

100.00 -

100.00 -

100.00 -

100.00 -

99.99 -
100.00 -
100.00 -

100.00 -

99.33 -

100.00 -
100.00 -
100.00 -
100.00 -
100.00 -
100.00 -

100.00 -

100.00 -
100.00 -
100.00 -

(Continued)



Investor

HTC EUROPE CO.,
LTD.

HTC FRANCE
CORPORATI-ON

HTC America
Holding Inc.

ABAXIA SAS

Saffron Media
Group Ltd.

Remark:

Investee
HTC Luxembourg
S.a.r.l
HTC Middle East
FZ-LLC

HTC America Holding
Inc.

ABAXIA SAS

HTC America Inc.

One & Company
Design, Inc.

HTC America
Innovation Inc.

HTC America Content
Services, Inc.

Dashwire, Inc.

Beats Electronics, LLC

Inquisitive Minds, Inc.

HTC BLR

Saffron Digital Ltd.

Saffron Digital Inc.

Main Businesses

Online/download media
services

Marketing, repair and
after-sales services

International holding
company

International holding
company, design,
research and
development of
application software

Sale of smart handheld
devices
Design, research and
development of
application software
"

Online/download media
services

Design, research and
development of
wireless connectivity
software

Design, research and
development of audio
technology

Development and sale of
digital education
platform

Design, research and
development of
application software

Design, research and
development of
application software

"

% of Ownership

March 31,

2013

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

December 31,

2012

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

March 31,
2012

100.00

100.00

100.00

100.00

100.00

100.00
100.00

100.00

50.14

100.00

100.00

100.00

100.00

January 31,
2012 Remark

100.00

5)

100.00

100.00

100.00

100.00

100.00
100.00

100.00

50.14 6)

100.00

100.00

100.00

100.00

(Concluded)

1) Huada Digital Corporation (“Huada”) was incoratad in January 2010 and the Company changed

in ownership percentage in October 2011.

and the Company lost significant influence.

In M&@h2, investment type change to joint venture

2) In February 2012, the Company invested in Fugzdtr Corporation shares.

3) Exedea Inc. was incorporated in December 2084stment received in July 2005 and liquidated in
December 2012.

4) Yoda Co., Ltd. was incorporated in Septembe2201

5) HTC Middle East FZ-LLC was incorporated in Sepber 2012.

6) The Company invested in Beats Electronics, Lbh@rss in October 2011 and lost its control of the
subsidiary in August 2012 because of the partighabal of its shares and thus accounted for this
investment by equity method.
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c. Subsidiary not consolidated: None
Business Combinations

Acquisitions of businesses are accounted for usgiegacquisition method. The consideration tramster

in a business combination is measured at fair yaliméch is calculated as the sum of the acquisitiate
fair values of the assets transferred by the Complzabilities incurred by the Company to the formrme
owners of the acquiree and the equity interesisetddy the Company in exchange for control of the
acquiree. Acquisition-related costs are generaltpgnized in profit or loss as incurred.

At the acquisition date, the identifiable asseiguired and the liabilities assumed are recognizetthedr
fair value, except that deferred tax assets oilili@ls, and assets or liabilities related to enygle® benefit
arrangements are recognized and measured in aocerdath I1AS 12 and IAS 19, respectively.

Goodwill is measured as the excess of the sum efctimsideration transferred, the amount of any
non-controlling interests in the acquiree, andfthevalue of the acquirer’'s previously held equitjerest

in the acquiree (if any) over the net of the adtjois-date amounts of the identifiable assets aeguand
the liabilities assumed. If, after reassessméat,net of the acquisition-date amounts of the itlabte
assets acquired and liabilities assumed exceedsutheof the consideration transferred, the amoftiang
non-controlling interests in the acquiree and tie ¥alue of the acquirer’s previously held intéresthe
acquiree (if any), the excess is recognized imntelyign profit or loss as a bargain purchase gain.

Non-controlling interests that are present own@rshierests and entitle their holders to a propaste
share of the entity’s net assets in the eventjoidiation may be initially measured either at failue or at
the non-controlling interests’ proportionate shafdhe recognized amounts of the acquiree’s idieié
net assets. The choice of measurement basis is omad transaction-by-transaction basis.

Foreign Currencies

In preparing the financial statements of each indizl group entity, transactions in currencies pthan
the entity’s functional currency are recognizedtred rates of exchange prevailing at the dates ef th
transactions. At the end of each reporting penndnetary items denominated in foreign currencies a
retranslated at the rates prevailing at that datdon-monetary items carried at fair value that are
denominated in foreign currencies are retranslatede rates prevailing at the date when the fueswas
determined. Non-monetary items that are measurddrins of historical cost in a foreign currencg ar
not retranslated.

Exchange differences on monetary items are recedriiz profit or loss in the period in which theysar
except for:

a. Exchange differences on transactions enteredimtorder to hedge certain foreign currency risks
(please refer to Note 4 “Hedge accounting” sectianyi

b. Exchange differences on monetary items recesvlibim or payable to a foreign operation for which
settlement is neither planned nor likely to oceuthie foreseeable future (therefore forming pathef
net investment in the foreign operation), which m®ognized initially in other comprehensive income
and reclassified from equity to profit or loss epayment of the monetary items.

At balance sheet date, foreign-currency non-mopetssets (such as equity instruments) and liadslithat

are measured at fair value are revalued using fireyaxchange rates, with the exchange differenose
recognized in profit and loss. The above exchadifferences are recognized in other comprehensive
income not in profit and loss, if the changes iin f@lue are recognized in other comprehensivermeo
when transaction occurs.
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For the purposes of presenting consolidated fimdstatements, the assets and liabilities of thegzmy’s
foreign operations are translated into New Taiwalads using exchange rates prevailing at the dredoh
reporting period. Income and expense items areslated at the average exchange rates for thedperio
unless exchange rates fluctuate significantly dytimat period, in which case the exchange ratdaheat
dates of the transactions are used. Exchangeratiffes arising, if any, are recognized in other
comprehensive income and accumulated in equitsit{ated to non-controlling interests as appropjiate

On the disposal of a foreign operation (i.e. a aksp of the Company’s entire interest in a foreign
operation, or a disposal involving loss of contoekr a subsidiary that includes a foreign operatin
disposal involving loss of joint control over anty controlled entity that includes a foreign ogtéon, or a
disposal involving loss of significant influenceesvan associate that includes a foreign operatahpf
the exchange differences accumulated in equityegpect of that operation attributable to the owrdrs
HTC are reclassified to profit or loss.

In addition, in relation to a partial disposal ofsabsidiary that does not result in the Companynéps
control over the subsidiary, the proportionate stidraccumulated exchange differences are re-attiibto
non-controlling interests and are not recognizeplrofit or loss.  For all other partial disposals.(partial
disposals of associates or jointly controlled égitthat do not result in the Company losing sigaiit
influence or joint control), the proportionate shaf the accumulated exchange differences is rsfiles
to profit or loss.

Goodwill and fair value adjustments on identifiabksets and liabilities acquired arising on theuesiipn
of a foreign operation are treated as assets ahilities of the foreign operation and translatetha rate of
exchange prevailing at the end of each reportingpge Exchange differences arising are recognined
other comprehensive income and accumulated inyequit

Inventories

Inventories consist of raw materials, suppliesisfied goods and work-in-process and are statedeat t
lower of cost or net realizable value. Inventomterdowns are made by item, except where it may be
appropriate to group similar or related items. WKedlizable value is the estimated selling price of
inventories less all estimated costs of completiod costs necessary to make the sale. Inventarges
recorded at weighted-average cost on the balarest dhate.

Investments in Associates

An associate is an entity over which the Comparg/dignificant influence and that is neither a stibsy
nor an interest in a joint venture. Significantiuence is the power to participate in the finahaad
operating policy decisions of the investee butisaontrol or joint control over those policies.

The results and assets and liabilities of assaciat® incorporated in these consolidated financial
statements using the equity method of accountitnder the equity method, an investment in an aassci
is initially recognized in the consolidated balarsteet at cost and adjusted thereafter to recoghize
Company’s share of the profit or loss and other painensive income of the associate. In additioa, t
Company accounted for its interests in associadepatrcentage of its ownership in the associate.

When the Company subscribes for its associate’dynmsued shares at a percentage different from its
pre-subscription percentage of ownership, the Compacords the change in its equity in the assesiat
net assets as an adjustment to investments acdototteby the equity method, with a corresponding
amount credited or charged to capital surplus.thé new subscription results in a decrease in the
ownership interest, the related amount previoustpgnized in other comprehensive income in relaton
that associate will be reclassified proportionadslythe same basis as if the Company had directjyodied

of the relevant assets. When the adjustment sHmildebited to capital surplus, but the capitaplsisr
recognized from investments accounted for by thetggnethod is insufficient, the shortage is detdite
retained earnings.
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When the Company’s share of losses of an assoeiateeds the Company’s interest in that associate
(which includes any long-term interests that, ihstance, form part of the Company’s net investrirettie
associate), the Company discontinues recogniziggslitare of further losses. Additional losses are
recognized only to the extent that the Company ihagrred legal or constructive obligations or made
payments on behalf of the associate.

Any excess of the cost of acquisition over the Canyis share of the net fair value of the identifgab
assets, liabilities and contingent liabilities of @ssociate recognized at the date of acquisisioedognized
as goodwill, which is included within the carryirmmount of the investment. Any excess of the
Company’s share of the net fair value of the ideitie assets, liabilities and contingent liabdgtiover the
cost of acquisition, after reassessment, is rezegnimmediately in profit or loss.

The requirements of IAS 39 are applied to determwhether it is necessary to recognize any impaitmen
loss with respect to the Company’s investment inaasociate. When necessary, the entire carrying
amount of the investment (including goodwill) issted for impairment in accordance with IAS 36
Impairment of Assets as a single asset by comp#@smngcoverable amount (higher of value in usefaid
value less costs to sell) with its carrying amourmny impairment loss recognized forms part of the
carrying amount of the investment. Any reversahaft impairment loss is recognized in accordanite w
IAS 36 to the extent that the recoverable amouth®investment subsequently increases.

Upon disposal of an associate that results in thieg@any losing significant influence over that asses

any retained investment is measured at fair valubaa date and the fair value is regarded asaitsvhlue

on initial recognition as a financial asset. Thiedence between the previous carrying amounthef t
associate, the disposal proceeds and the fair edltetained investment is included in the deteation of

the gain or loss on disposal of the associate.adttition, the Company accounts for all amountsipresly
recognized in other comprehensive income in relatm that associate on the same basis as would be
required if that associate had directly disposeithefrelated assets or liabilities.

When a group entity transacts with its associatafjtp and losses resulting from the transactioith the
associate are recognized in the Company’ conselid@ancial statements only to the extent of egés in
the associate that are not related to the Company.

Interests in Joint Ventures

Jointly controlled entities

A jointly controlled entity is a joint venture thetvolves the establishment of a corporation, maship or
other entity in which each venturer has an intere$he entity operates in the same way as othéiemnt
except that a contractual arrangement between géhéurers establishes joint control over the economi
activities of the entity.

The Company reports its interest in jointly corlgdl entities using equity method. The accounting
treatment for jointly controlled entities is thensa as investments in associates (please refer te 4o
“Investments in associates” section).

Property, Plant and Equipment

Property, plant and equipment are tangible iteras tield for use in the production, supply of goods
services or rental, or for administrative purposes] are expected to be used more than twelve sonth
The cost of an item of property, plant and equiphstiall be recognized as an asset if, and only (&) it

is probable that future economic benefits assatiaieh the item will flow to the entity; and (b)elcost of
the item can be measured reliably.  After recogniis an asset, an item of property, plant andoetgrit
shall be carried at its cost less any accumulaggdetiation and any accumulated impairment losses.
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Properties in the course of construction for praiduc supply or administrative purposes are caraiedost,

less any recognized impairment loss. Cost inclymtefessional fees. Such properties are classitied
the appropriate categories of property, plant aqapament when completed and ready for intended use.
Depreciation of these assets, on the same basithes property assets, commences when the assets ar
ready for their intended use.

Depreciation is recognized so as to write off tlestc(other than freehold land and properties under
construction) less their residual values over theseful lives, using the straight-line method. The
estimated useful lives, residual values and degtieci method are reviewed at the end of each riegort
period, with the effect of any changes in estimateounted for on a prospective basis which is in
accordance with IAS 8.

An item of property, plant and equipment is deredpgd upon disposal or when no future economic
benefits are expected to arise from the continsedafi the asset. Any gain or loss arising on thpasal

or retirement of an item of property, plant andipment is determined as the difference betweersates
proceeds and the carrying amount of the assetsamttdgnized in profit or loss.

Goodwill

Goodwill arising on an acquisition of a businessdsied at cost as established at the date ofigitiqn of
the business less accumulated impairment lossasy if

For the purposes of impairment testing, goodwilbliecated to each of the Company’s cash-generating
units (or groups of cash-generating units) thaigected to benefit from the synergies of the coation.

A cash-generating unit to which goodwill has be#lacated is tested for impairment annually, or more
frequently when there is an indication that thet umay be impaired. If the recoverable amount @f th
cash-generating unit is less than its carrying amatne impairment loss is allocated first to reslule
carrying amount of any goodwill allocated to thet amd then to the other assets of the unit pra based
on the carrying amount of each asset in the ufiny impairment loss for goodwill is recognized ditlg

in profit or loss. An impairment loss recognized §oodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating uhé, attributable amount of goodwill is included het
determination of the profit or loss on disposal.

Intangible Assets

Intangible assets acquired separately

Intangible assets with finite useful lives that amguired separately are carried at cost less adeated
amortization and accumulated impairment losses. orfimation is recognized on a straight-line basisro
their estimated useful lives. The estimated uddkibnd amortization method are reviewed at the ef
each reporting period, with the effect of any chemip estimate being accounted for on a prospebtiges
which is in accordance with IAS 8. The residudleaof an intangible asset with a finite usefus Ighall
be assumed to be zero unless the Company expedisptuse of the intangible asset before the entb of
economic life. Intangible assets with indefinisetul lives that are acquired separately are chaieost
less accumulated impairment losses.

Intangible assets acquired in a business combmatio

Intangible assets acquired in a business combimatial recognized separately from goodwill are atiyti
recognized at their fair value at the acquisitiatedwhich is regarded as their cost). Subsedoadnttial
recognition, intangible assets acquired in a bgsineombination are reported at cost less accundulate
amortization and accumulated impairment losseghersame basis as intangible assets that are edquir
separately.
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Derecognition of intangible assets

An intangible asset is derecognized on disposakh@n no future economic benefits are expected freen
or disposal. Gains or losses arising from dereitiognof an intangible asset, measured as thereifiege
between the net disposal proceeds and the cargyitgunt of the asset, are recognized in profit es lo
when the asset is derecognized.

Impairment of Tangible and Intangible Assets OtherThan Goodwiill

At the end of each reporting period, the Companyeres the carrying amounts of its tangible and
intangible assets to determine whether there idratigation that those assets have suffered anirmpat
loss. If any such indication exists, the recovieratmount of the asset is estimated in order terdene
the extent of the impairment loss (if any). Whiis hot possible to estimate the recoverable anoiuan
individual asset, the Company estimates the reateramount of the cash-generating unit to whieh th
asset belongs. When a reasonable and consiststdballocation can be identified, corporate esaee
also allocated to individual cash-generating uritsptherwise they are allocated to the smallestrof
cash-generating units for which a reasonable andistent allocation basis can be identified.

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

Recoverable amount is the higher of fair value esds to sell and value in use. In assessing\valuse,
the estimated future cash flows are discountechédr foresent value using a pre-tax discount rad¢ th
reflects current market assessments of the timeevafl money and the risks specific to the asseivfoch
the estimates of future cash flows have not begrstedi.

If the recoverable amount of an asset (or cashrgéng unit) is estimated to be less than its ¢agy
amount, the carrying amount of the asset (or casiemgting unit) is reduced to its recoverable arhoun

When an impairment loss subsequently reversescdlging amount of the asset (or a cash-generating
unit) is increased to the revised estimate of ésoverable amount, but so that the increased ogrryi
amount does not exceed the carrying amount thaldwaye been determined had no impairment loss been
recognized for the asset (or cash-generating imiprior years. A reversal of an impairment loss i
recognized immediately in profit or loss.

Financial Instruments

Financial assets and financial liabilities are pguped when a group entity becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities areiatiy measured at fair value. Transaction costd tire
directly attributable to the acquisition or issuk fimancial assets and financial liabilities (othéran
financial assets and financial liabilities at fa@ue through profit or loss) are added to or déestlidrom
the fair value of the financial assets or finandiabilities, as appropriate, on initial recognitio
Transaction costs directly attributable to the @tjan of financial assets or financial liabiligeat fair
value through profit or loss are recognized immiadijain profit or loss.

Financial assets

a. Financial assets are classified into the folmaspecified categories: Financial assets atviaine
through profit or loss (“FVTPL"), held-to-maturitinvestments, available-for-sale financial assets
(“AFS”) and loans and receivables. The classiitcatdepends on the nature and purpose of the
financial assets and is determined at the timaitl recognition. All regular way purchases afes
of financial assets are recognized and derecogruped trade date basis. Regular way purchases or
sales are purchases or sales of financial assatgdfuire delivery of assets within the time frame
established by regulation or convention in the regolace.
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1)

2)

Financial assets at FVTPL

Financial assets are classified as at FVTPL wheriittancial asset is either held for trading as it
designated as at FVTPL.

A financial asset is classified as held for trading
* |t has been acquired principally for the purpoksedling it in the near term; or

e On initial recognition it is part of a portfoliof adentified financial instruments that the
Company manages together and has a recent acttexhpaf short-term profit-taking; or

® |tis a derivative that is not designated andatffe as a hedging instrument.

A financial asset other than a financial asset f@idrading may be designated as at FVTPL upon
initial recognition if:

e Such designation eliminates or significantly rezkica measurement or recognition
inconsistency that would otherwise arise; or

® The financial asset forms part of a group of fitiahassets or financial liabilities or both, which
is managed and its performance is evaluated onravddue basis, in accordance with the
Company’s documented risk management or investrsigategy, and information about the
grouping is provided internally on that basis; or

If it forms part of a contract containing one or mmembedded derivatives, permits the entire
combined contract (asset or liability) to be deatgd as at FVTPL.

Financial assets at FVTPL are stated at fair valéh any gains or losses arising on
remeasurement recognized in profit or loss. Thiegaén or loss recognized in profit or loss
incorporates any dividend or interest earned oritiaacial asset and is included in the ‘other gain
and losses’ line item. Fair value is determinethexmanner described in Note 31.

Investments in equity instruments that do not havested market price in an active market and
whose fair value cannot be reliably measured amdateves that are linked to and must be settled
by delivery of such unquoted equity instrumentsraeasured at cost less any identified impairment
losses at the end of each reporting period. Tkestment is recognized as “Financial assets
carried at cost”. The financial assets are medsatréair value if they can be carried at fair valu
subsequently. The difference between carrying amaund fair value is recognized in profit or
loss on financial assets.

Held-to-maturity investments

Held-to-maturity investments are non-derivativeafinial assets with fixed or determinable
payments and fixed maturity dates that the Comgeasythe positive intent and ability to hold to
maturity. Investments are classified as held-toumiy if the Company invests corporate bonds
with specific credit rating and has positive intant ability to hold to maturity.

Subsequent to initial recognition, held-to-matuiityestments are measured at amortized cost using
the effective interest method less any impairment.
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b.

3)

4)

The effective interest method is a method of calingd the amortized cost of a debt instrument and
of allocating interest income over the relevantiqgter The effective interest rate is the rate that
exactly discounts estimated future cash receiptduding all fees and points paid or received that
form an integral part of the effective interesteratransaction costs and other premiums or
discounts) through the expected life of the debtrinment, or, where appropriate, a shorter period,
to the net carrying amount on initial recognition.

AFS financial assets

AFS financial assets are non-derivatives that @herdesignated as AFS or are not classified)as (i
loans and receivables, (ii) held-to-maturity invesints or (iii) financial assets at FVTPL.

Fair value is determined in the manner describddoie 31.

Changes in the carrying amount of AFS monetaryniitedl assets relating to changes in foreign
currency rates (see below), interest income caledlaising the effective interest method and
dividends on AFS equity investments are recogniregrofit or loss. Other changes in the
carrying amount of AFS financial assets are recghiin other comprehensive income and
accumulated under the heading of investments ratialu reserve. When the investment is
disposed of or is determined to be impaired, thauative gain or loss previously accumulated in
the investments revaluation reserve is reclassiigmofit or loss.

Dividends on AFS equity instruments are recogniregrofit or loss when the Company’s right to
receive the dividends is established.

AFS equity investments that do not have a listedkataprice in an active market and whose fair
value cannot be reliably measured and derivativasare linked to and must be settled by delivery
of such unquoted equity investments are measuredsatless any identified impairment losses at
the end of each reporting period. The investmgmecognized as “Financial assets measured at
cost”. The financial assets are measured at faluevif they can be carried at fair value
subsequently. The difference between carrying amnaund fair value is recognized in profit or
loss or other comprehensive income on financiatass

Loans and receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments that
are not quoted in an active market. Loans andvaskes (including trade and other receivables,
bank balances and cash, investments in non-quetedises, and other receivable) are measured at
amortized cost using the effective interest methleds any impairment. Interest income is
recognized by applying the effective interest rataept for short-term receivables when the effect
of discounting is immaterial.

Impairment of financial assets

Financial assets, other than those at FVTPL, aesaed for indicators of impairment at the endcache
reporting period. Financial assets are considerdx: impaired when there is objective evidencg tha
as a result of one or more events that occurrad #ie initial recognition of the financial asstte
estimated future cash flows of the investment Haean affected.

For certain categories of financial assets, suctnaa® receivables, assets are assessed for ingpdirm
on a collective basis even if they were assessetbrme impaired individually. Objective evideruke
impairment for a portfolio of receivables could lumbe the Company’s past experience of collecting
payments, an increase in the number of delayed @atgnin the portfolio past the average credit mkrio
as well as observable changes in national or lecahomic conditions that correlate with default on
receivables.
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For financial assets carried at amortized cost,atm@unt of the impairment loss recognized is the
difference between the asset’s carrying amountthadpresent value of estimated future cash flows,
discounted at the financial asset’s original effecinterest rate.

For financial assets measured at amortized costinifa subsequent period, the amount of the
impairment loss decreases and the decrease caelabedrobjectively to an event occurring after the
impairment was recognized, the previously recoghimepairment loss is reversed through profit or
loss to the extent that the carrying amount ofitkvestment at the date the impairment is reversed d
not exceed what the amortized cost would have hadrihe impairment not been recognized.

For AFS equity investments, a significant or prged decline in the fair value of the security beltsv
cost is considered to be objective evidence of impnt.

For all other financial assets, objective evideoicenpairment could include:

¢ Significant financial difficulty of the issuer apunterparty; or

e Breach of contract, such as a default or delinquéminterest or principal payments; or

® |t becoming probable that the borrower will ertiankruptcy or financial re-organization; or
* The disappearance of an active market for thanfifal asset because of financial difficulties.

When an AFS financial asset is considered to beaired, cumulative gains or losses previously
recognized in other comprehensive income are rsifilsd to profit or loss in the period.

In respect of AFS equity securities, impairmentséss previously recognized in profit or loss are not
reversed through profit or loss. Any increase air fvalue subsequent to an impairment loss is
recognized in other comprehensive income and acetetl under the heading of investments
revaluation reserve. In respect of AFS debt seesriimpairment losses are subsequently reversed
through profit or loss if an increase in the faédue of the investment can be objectively relatedr
event occurring after the recognition of the impeant loss.

For financial assets that are carried at cost,atineunt of the impairment loss is measured as the
difference between the asset’s carrying amountla@gresent value of the estimated future cashsflow
discounted at the current market rate of returrafeimilar financial asset. Such impairment lo#s w
not be reversed in subsequent periods.

The carrying amount of the financial asset is reduloy the impairment loss directly for all finaricia
assets with the exception of trade receivablesyevtiee carrying amount is reduced through the fise o
an allowance account. When a trade receivablerisidered uncollectible, it is written off agaitis¢
allowance account. Subsequent recoveries of amquet/iously written off are credited against the
allowance account. Changes in the carrying amotitiie allowance account are recognized in profit
or loss.

Derecognition of financial assets

The Company derecognizes a financial asset onlywhee contractual rights to the cash flows from the
asset expire, or when it transfers the financiget@nd substantially all the risks and rewards of
ownership of the asset to another party.

On derecognition of a financial asset in its etjiréhe difference between the asset’s carryinguarno

and the sum of the consideration received andvalks and the cumulative gain or loss that had been
recognized in other comprehensive income and aclatiealin equity is recognized in profit or loss.
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Equity instruments

Debt and equity instruments issued by a groupyeati classified as either financial liabilitiesas equity
in accordance with the substance of the contraetmahgements and the definitions of a financaility
and an equity instrument.

An equity instrument is any contract that evidenaesesidual interest in the assets of an entitgrarft
deducting all of its liabilities. Equity instrumisnissued by a group entity are recognized at thegeds
received, net of direct issue costs.

Repurchase of the Company’s own equity instrumentecognized and deducted directly in equity. No
gain or loss is recognized in profit or loss onplechase, sale, issue or cancellation of the Cagipawn
equity instruments.

Financial liabilities

a. Subsequent measurement
Except the following situation, all the financidbilities are measured at amortized cost using the
effective interest method, (please refer to theedtaabove for the definition of effective interest
method):

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPLemhthe financial liability is either held for tragj or it
is designated as at FVTPL.

A financial liability is classified as held for ttang if:
® |t has been acquired principally for the purpokeepurchasing it in the near term; or

e On initial recognition it is part of a portfolidf @dentified financial instruments that the Company
manages together and has a recent actual pattehodfterm profit-taking; or

® |tis a derivative that is not designated anddaife as a hedging instrument.

A financial liability other than a financial lialty held for trading may be designated as at FVTiBbn
initial recognition if:

e Such designation eliminates or significantly resBi@ measurement or recognition inconsistency
that would otherwise arise; or

e The financial liability forms part of a group ahéancial assets or financial liabilities or bothieh
is managed and its performance is evaluated oniravédue basis, in accordance with the
Company’s documented risk management or investrséiategy, and information about the
grouping is provided internally on that basis.

If it forms part of a contract containing one ormn@mbedded derivatives, IAS 39 permits the entire
combined contract (asset or liability) to be deatgd as at FVTPL.

Financial liabilities at FVTPL are stated at faawe, with any gains or losses arising on remeaseme

recognized in profit or loss. The net gain or loessognized in profit or loss incorporates anyriesé

paid on the financial liability and is included tine ‘other gains and losses’ line item. Fair vakie
determined in the manner described in Note 31.
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b. Derecognition of financial liabilities
The Company derecognizes financial liabilities whand only when, the Company’s obligations are
discharged, cancelled or they expire. The diffeeebetween the carrying amount of the financial
liability derecognized and the consideration paid payable is recognized in profit or loss.

Derivative financial instruments

The Company enters into a variety of derivativaficial instruments to manage its exposure to foreig
exchange rate risks.

Derivatives are initially recognized at fair valaethe date the derivative contracts are enteitedaind are
subsequently remeasured to their fair value aetiteof each reporting period. The resulting gaifoss

IS recognized in profit or loss immediately unléiss derivative is designated and effective as ajingd
instrument, in which event the timing of the recitign in profit or loss depends on the nature @ ttledge
relationship. When the fair value of derivativenaicial instruments is positive, the derivative is
recognized as a financial asset; when the fairevaltiderivative financial instruments is negativtee
derivative is recognized as a financial liability.

Derivatives embedded in non-derivative host cotdrace treated as separate derivatives when they me
the definition of a derivative, their risks and daeristics are not closely related to those ef hiost
contracts and the contracts are not measured aPEVT

Hedge Accounting

The Company designates certain hedging instrumeviiggh include derivatives in respect of foreign
currency risk as cash flow hedges. Hedges ofdarexchange risk on firm commitments are accounted
for as cash flow hedges.

At the inception of the hedge relationship, theitgrdocuments the relationship between the hedging
instrument and the hedged item, along with its nelhagement objectives and its strategy for unkiega
various hedge transactions. Furthermore, at thepiion of the hedge and on an ongoing basis, the
Company documents whether the hedging instrumerigidy effective in offsetting changes in fair vak

or cash flows of the hedged item attributable ®libedged risk. Note 31 sets out details of theviues

of the derivative instruments used for hedging paes.

The effective portion of changes in the fair vatdelerivatives that are designated and qualifyaesh ¢low
hedges is recognized in other comprehensive incanteaccumulated under the heading of cash flow
hedging reserve. The gain or loss relating tanb&ective portion is recognized immediately irofitr or
loss, and is included in the ‘other gains and lgdg®e item.

Amounts previously recognized in other comprehangizcome and accumulated in equity are reclassified
to profit or loss in the periods when the hedgedhiis recognized in profit or loss, in the same ks the
recognized hedged item. However, when the hedgeztdst transaction results in the recognition of a
non-financial asset or a non-financial liabilithet gains and losses previously recognized in other
comprehensive income and accumulated in equitytraresferred from equity and included in the initial
measurement of the cost of the non-financial amsebn-financial liability.

Hedge accounting is discontinued when the Compawngkes the hedging relationship, when the hedging
instrument expires or is sold, terminated, or @ger; or when it no longer qualifies for hedge aectimg.
Any gain or loss recognized in other comprehensigeme and accumulated in equity at that time remai
in equity and is recognized when the forecast &ati@n is ultimately recognized in profit or lossWhen a
forecast transaction is no longer expected to odbtier gain or loss accumulated in equity is recogphi
immediately in profit or loss.
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Provisions
Provisions are recognized when the Company hassept obligation (legal or constructive) as a tesiuh
past event, it is probable that the Company wiltdmuired to settle the obligation, and a relisgdémate
can be made of the amount of the obligation.
The amount recognized as a provision is the béisha@e of the consideration required to settlegresent
obligation at the end of the reporting period, tgkinto account the risks and uncertainties sudmgthe
obligation. When a provision is measured usingddgh flows estimated to settle the present olidigat
its carrying amount is the present value of thashdlows (when the effect of the time value of ewrs
material).
When some or all of the economic benefits requiceskettle a provision are expected to be recovizosa
a third party, a receivable is recognized as ametasst is virtually certain that reimbursementibe
received and the amount of the receivable can lzsuned reliably.
a. Warranty provisions
The Company provides warranty service for one ye&wo years. The warranty liability is estimated
on the basis of evaluation of the products undemamtly, past warranty experience, and pertinent
factors.
b. Provisions for contingent loss on purchase arder
The provision for contingent loss on purchase arikeestimated after taking into account the effeft
changes in the product market, evaluating the fmnegeffects on inventory management and adjusting
the Company’s purchases.
Revenue Recognition
Revenue is measured at the fair value of the ceraidn received or receivable. Revenue is redémed
estimated customer returns, rebates and otherasialilbwances. Sales returns are recognized dintiee
of sale provided the seller can reliably estimatare returns and recognizes a liability for retubased on
previous experience and other relevant factors.

Revenue from the sale of goods is recognized whegoods are delivered and titles have passedjiahw
time all the following conditions are satisfied:

e The Company has transferred to the buyer thefgignt risks and rewards of ownership of the goods;

e The Company retains neither continuing managénallvement to the degree usually associated with
ownership nor effective control over the goods sold

e The amount of revenue can be measured reliably;
® |tis probable that the economic benefits assediatith the transaction will flow to the Companygda
e The costs incurred or to be incurred in respethetransaction can be measured reliably.

The Company does not recognize sales revenue oeriaiatdelivered to subcontractors because this
delivery does not involve a transfer of risks asatards of materials ownership.

Sales of goods are recognized when goods are daliead title has been passed.
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Retirement Benefit Costs

Payments to defined contribution retirement ben@fins are recognized as an expense when employees
have rendered service entitling them to the coutions.

For defined benefit retirement benefit plans, tbst ©f providing benefits is determined using thejétted
Unit Credit Method, with actuarial valuations beicgrried out at the end of each reporting period.
Actuarial gains and losses on the defined bendfiigation are recognized immediately in other
comprehensive income. Past service cost is repedrimmediately to the extent that the benefits are
already vested, and otherwise is amortized onadgsitrline basis over the average period untilt@eefits
become vested.

The retirement benefit obligation recognized in ¢thasolidated balance sheet represents the presiemet
of the defined benefit obligation as adjusted foregognized past service cost, and as reducedebfaith
value of plan assets.

Curtailment or settlement gains or losses on thi@el benefit plan are recognized when the curtaiitor
settlement occurs.

Pension cost for an interim period is calculatedagrear-to-date basis by using the actuariallyrdetesd
pension cost rate at the end of the prior finangalr, adjusted for significant market fluctuatieinsce that
time and for significant curtailments, settlememntspther significant one-time events.’

Share-based Payment Arrangements

Share-based payment transactions of the Company

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

The fair value determined at the grant date ofdbeity-settled share-based payments is expensed on
straight-line basis over the vesting period, basethe Company’s estimate of equity instruments wikh
eventually vest, with a corresponding increase quitg. At the end of each reporting period, the
Company revises its estimate of the number of gqogtruments expected to vest. The impact of the
revision of the original estimates, if any, is rgozed in profit or loss such that the cumulatixpense
reflects the revised estimate, with a correspondidfustment to the equity-settled employee benefits
reserve.

Taxation

Income tax expense represents the sum of the teently payable and deferred tax.

a. Current tax
The tax currently payable is based on taxable {pfafithe year. The Company’s liability for curten
tax is calculated using tax rates that have beewted or substantively enacted by the end of the

reporting period.

According to the Income Tax Law, an additional &X.0% of unappropriated earnings is provided for
as income tax in the year the stockholders appitms/eetention of these earnings.

Adjustments of prior years’ tax liabilities are addo or deducted from the current year’s tax [siow.
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b. Deferred tax

Deferred tax is recognized on temporary differenbesveen the carrying amounts of assets and
liabilities in the consolidated financial statenwrdand the corresponding tax bases used in the
computation of taxable profit. Deferred tax li#i@s are generally recognized for all taxable
temporary differences. Deferred tax assets areergiy recognized for all deductible temporary
differences to the extent that it is probable tlaiable profits will be available against which gho
deductible temporary differences can be utilizeBuch deferred tax assets and liabilities are not
recognized if the temporary difference arises fgoodwill or from the initial recognition (other than

a business combination) of other assets and li@silin a transaction that affects neither the lixa
profit nor the accounting profit.

Deferred tax liabilities are recognized for taxatdmporary differences associated with investmants
subsidiaries and associates, and interests inyeimures, except where the Company is able taaont
the reversal of the temporary difference and grisbable that the temporary difference will notaee
in the foreseeable future. Deferred tax assessngrirom deductible temporary differences assediat
with such investments and interests are only reicegrto the extent that it is probable that theilehe
sufficient taxable profits against which to utilitee benefits of the temporary differences and trey
expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is vedeat the end of each reporting period and reduced
to the extent that it is no longer probable thdticant taxable profits will be available to alloall or

part of the asset to be recovered. At the end awhereporting period, an entity reassesses
unrecognized deferred tax assets. The entity répeg a previously unrecognized deferred tax asset
to the extent that it has become probable thatéuaxable profit will allow the deferred tax asgebe
recovered.

Deferred tax liabilities and assets are measuréteabx rates that are expected to apply in thiegé
which the liability is settled or the asset realizbased on tax rates (and tax laws) that have been
enacted or substantively enacted by the end aktherting period.

The measurement of deferred tax liabilities aneétasseflects the tax consequences that would follow
from the manner in which the Company expects, aketid of the reporting period, to recover or settle
the carrying amount of its assets and liabilities.

c. Current and deferred tax for the year

Current and deferred tax are recognized in prafitogs, except when they relate to items that are
recognized in other comprehensive income or diyeotkquity, in which case, the current and defikrre
tax are also recognized in other comprehensiveniecor directly in equity respectively. Where
current tax or deferred tax arises from the indietounting for a business combination, the tascefs
included in the accounting for the business contlina

Accrued Marketing Expenses
The Company accrues marketing expenses on the dfaagreements and any known factors that would

significantly affect the accruals. In addition,pdading on the nature of relevant events, the adcru
marketing expenses are accounted for as an incireas@rketing expenses or as a decrease in revenues
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Treasury Stock

When the Company acquires its outstanding shasghttve not been disposed or retired, treasurk $soc
stated at cost and shown as a deduction in stodét®wlequity. When treasury shares are sold,df th
selling price is above the book value, the diffeeeshould be credited to the capital surplus streastock
transactions. If the selling price is below theokoalue, the difference should first be offsetiaga
capital surplus from the same class of treasurgkstmnsactions, and the remainder, if any, debited
retained earnings. The carrying value of treastwgk is calculated using the weighted-averagecsmbr

in accordance with the purpose of the acquisition.

When the Company's treasury stock is retired,rdeestury stock account should be credited, andapiat
surplus - premium on stock account and capitalkstmcount should be debited proportionately acogydi

to the share ratio. The carrying value of treastiogk in excess of the sum of its par value aetnprm

on stock should first be offset against capitapkiy from the same class of treasury stock tramsesgtand

the remainder, if any, debited to retained earningehe sum of the par value and premium on treasury
stock in excess of its carrying value should balited to capital surplus from the same class afstiey
stock transactions.

. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting gieB, which are described in Note 4, the managerisent
required to make judgments, estimates and assumspdioout the carrying amounts of assets and hiakili
that are not readily apparent from other sourcdhe estimates and associated assumptions are tased
historical experience and other factors that aresicered to be relevant. Actual results may diffem
these estimates.

The estimates and underlying assumptions are redewm an ongoing basis. Revisions to accounting
estimates are recognized in the period in whichdasimate is revised if the revision affects oriwatt
period, or in the period of the revision and futperiods if the revision affects both current aoturfe
periods.

The following are the key assumptions concerning fhture, and other key sources of estimation
uncertainty at the end of the reporting periodt tizave a significant risk of causing a materiabiatipnent to
the carrying amounts of assets and liabilities withe next financial year.

a. Accrued marketing and advertising expenses

The Company recognizes sale of goods as the conslitire met. For information on the principles of
revenue recognition, please refer to Note 4 “reeammcognition” section. The related marketing and
advertising expenses recognized as reduction e sahount or as current expenses are estimated on
the basis of agreement, past experience and anwrkrfactors. The Company reviews the
reasonableness of the estimation periodically.

As of March 31, 2013, December 31, 2012, March2B1,2 and January 1, 2012, the carrying amounts
of accrued marketing and advertising expenses Wer818,308,772 thousand, NT$20,872,536
thousand, NT$19,915,310 thousand and NT$29,104ltfsand, respectively.

b. Allowances for doubtful debts
Receivables are assessed for impairment at thedfeadch reporting period and considered impaired

when there is objective evidence that, as a regutine or more events that occurred after thealniti
recognition of the receivables, the estimated &tash flows of the asset have been affected.
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As of March 31, 2013, December 31, 2012, March2812 and January 1, 2012, the carrying amounts
of allowances for doubtful debts were NT$2,660,#&Hisand, NT$2,086,085 thousand, NT$2,060,079
thousand, and NT$1,555,008 thousand, respectively.

Impairment of tangible and intangible assetgiothan goodwill

The Company measures the useful life of individasgets and the probable future economic benefits in
a specific asset group, which depends on subjegtdgiment, asset characteristics and industryngduri
the impairment testing process. Any change in aathiog estimates due to economic circumstances
and business strategies might cause material impairin the future.

The Company did not recognize any impairment losstamgible and intangible assets other than
goodwill for the three months ended March 31, 2848 2012, respectively.

Impairment of goodwill

Test of impairment on goodwill depends on the stthje judgment of management. The

management uses subjective judgment to identifii-gaserating units, allocates assets and lialslitie

to cash-generating units, allocates goodwill tohegenerating units, and determines recoverable
amount of a cash-generating unit.

As of March 31, 2013, December 31, 2012, March2B1,2 and January 1, 2012, the carrying amounts
of goodwill were NT$1,187,839 thousand, NT$1,538,36ousand, NT$5,281,049 thousand, and
NT$10,812,564 thousand, after deduction of accutedlanpairment losses of NT$489,053 thousand,
NT$147,195 thousand, NT$90,958 thousand, and NB343thousand, respectively. The Company
recognized an impairment loss on goodwill for NT$386 thousand for three months ended March
31, 2013.

Valuation of inventories

Inventories are measured at the lower of cost oreaizable value. Judgment and estimation are
applied in the determination of net realizable eadtithe end of reporting period.

Inventories are usually written down to net redlleavalue item by item if those inventories are
damaged, have become wholly or partially obsotatd,their selling prices have declined.

As of March 31, 2013, December 31, 2012, March2B1,2 and January 1, 2012, the carrying amounts
of inventories were NT$38,103,851 thousand, NT$23,877 thousand, NT$28,993,944 thousand, and
NT$28,430,590 thousand, respectively.

. Realization of deferred tax assets

Deferred tax assets should be recognized only ¢oetktent that the entity has sufficient taxable
temporary differences or there is convincing otberdence that sufficient taxable profit will be
available. The management applies judgment anouating estimates to evaluate the realization of
deferred tax assets. The management takes expdtedgrowth, profit rate, duration of exemption,
tax credits, tax planning and etc. into accounntike judgment and estimates. Any change in global
economy, industry environment and regulations maghise material adjustments to deferred tax assets.

As of March 31, 2013, December 31, 2012, March2B1,2 and January 1, 2012, the carrying amounts
of deferred tax assets were NT$8,577,968 thousdn#i8,689,842 thousand, NT$6,035,485 thousand,
and NT$6,319,978 thousand, respectively.

. Estimates of warranty provision

The Company estimates cost of product warrantidseatime the revenue is recognized.
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The estimates of warranty provision are on thesbabisold products and the amount of expenditure
required for settlement of present obligation atehd of the reporting period.

The Company might recognize additional provisiomzause of the possible complex intellectual
product malfunctions and the change of local reguria, articles and industry environment.

As of March 31, 2013, December 31, 2012, March2B12 and January 1, 2012, the carrying amounts

of warranty provision were NT$7,018,964 thousand]$8/058,509 thousand, NT$12,791,601
thousand, and NT$13,080,394 thousand, respectively.

6. CASH AND CASH EQUIVALENTS

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

Cash on har $ 1,78¢ % 15,43 % 18,86 $ 6,43¢
Checking accoun 3,44~ 12,13¢ 5,751 9,70¢
Demand deposi 20,983,59 36,224,66 39,536,03 28,197,30
Time deposits (with original

maturities less than three

months) 26,463,312 14,713,912 13,535,280 33,813,313

$ 47,452,14 $ 50,966,14 $ 53,095,992 $ 62,026,75

The range of market interest rates of cash in bt as follows:

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Bank deposits 0.1%-0.95% 0.20%-1.05% 0.33%-0.885% 0.15%-1%

As of March 31, 2013, December 31, 2012, March2B1,2 and January 1, 2012, the carrying amounts of
time deposits with original maturities more tharethmonths were NT$523,697 thousand, NT$2,915,624
thousand, NT$26,534,203 thousand, and NT$25,543Hd&0sand, respectively, which were classified as
other current financial assets (please refer tedaf and 38).

7. FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

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

Financial assets held for trading
Derivatives (not designated as

hedging instruments)

Exchange contracts 228,70: 6,95( $ 0 - 256,86
Financial liabilities held for trading
Derivatives (not designated as

hedging instruments)

Exchange contracts $ - $ - 210,83 $ -
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The Company entered into derivative transactionsn@nage exposures related to exchange rate
Outstanding forward exchange comgréitat did not meet the criteria for hedge acdagnt

fluctuations.

at the end of reporting period were as follows:

Forward Exchange Contracts

March 31, 2013

Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts

December 31, 2012

Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts

March 31, 2012

Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts

January 1, 2012

Forward exchange contracts
Forward exchange contracts
Forward exchange contracts
Forward exchange contracts

Buy/Sell

Buy
Buy
Sell
Sell
Sell
Sell
Sell
Sell

Sell
Sell
Sell
Sell
Buy
Buy
Buy
Buy

Sell
Sell
Sell
Buy
Buy

Buy
Buy
Sell
Sell

Currency

RMB/USD
USD/NTD
CAD/USD
RMB/USD
EUR/USD
GBP/USD
JPY/USD

USD/NTD

EUR/USD
GBP/USD
USD/NTD
USD/RMB
USD/RMB
USD/JPY

USD/CAD
USD/NTD

EUR/USD
GBP/USD
USD/NTD
USD/RMB
USD/JPY

USD/CAD
USD/RMB
EUR/USD
GBP/USD

-31-

2013.04.24
2013.04.02-2013.04.08
2013.04.03-2013.04.10
2013.04.10-2013.04.24
2013.04.10-2013.05.22
2013.04.03-2013.04.24
2013.04.03-2013.06.28
2013.04.08-2013.05.08

2013.01.11-2013.03.27
2013.01.09-2013.03.20
2013.01.17-2013.02.20
2013.01.09-2013.01.30
2013.01.09-2013.01.30
2013.01.09-2013.03.08
2013.01.09-2013.02.22
2013.01.07-2013.02.21

2012.04.11-2012.05.30
2012.04.11-2012.04.25
2012.04.03-2012.04.20
2012.04.11-2012.05.16
2012.06.27

2012.01.11-2012.02.22
2012.01.04-2012.01.31
2012.01.04-2012.03.30
2012.01.11-2012.02.22

Contract Amount
Settlement Period/Date (Units:

Thousand)
RMB 186,633
uUsD 20,000
CAD 2,700
RMB 892,981
EUR 130,000
GBP 21,500
JPY 12,083,800
UsSD 277,000
EUR 146,000
GBP 20,700
uUsD 70,000
uUsD 78,000
UsSD 106,000
uUsD 97,437
uUsD 22,158
UsD 270,000
EUR 307,000
GBP 14,300
uUsD 20,000
uUsD 94,000
uUsD 1,816
uUsD 28,010
USD 105,000
EUR 339,000
GBP 17,100
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10.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Domestic investme
Listed stock $ 17z $ 197 $ 324 $ 27¢
Mutual fund: - - 737,39: 736,03:
172 197 737,71t 736,31
Foreigninvestmer
Listed depositary receif - 37,90: 186,53: -
$ 17:¢ $ 38,09¢ $ 924,24¢ $ 736,31
Curren $ - $ 37,90: $ 737,39 $ 736,03:
Non-curren 173 197 186,85t 27¢
$ 173 $ 38,09¢ 924,24t 736,31
9. HELD-TO-MATURITY FINANCIAL ASSETS
March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Domestic investment
Bonds $ 101,036 $ 101,459 $ 203,764 $ 204,597
Current $ 101,036 $ 101,459 $ - $ -
Non-current - - 203,764 204,597
$ 101,036 $ 101,459 $ 203,764 $ 204,597
HEDGING DERIVATIVE FINANCIAL INSTRUMENTS
March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Hedging derivative assets
Cash flow hedge - forward
exchange contracts $ - $ 204,519 $ - $ -

The Company’s foreign-currency cash flows derivednf the highly probable forecast transaction may le
to risks on foreign-currency financial assets aiadbilities and estimated future cash flows duehe t
exchange rate fluctuations. The Company asse&sesisks may be significant; thus, the Company
entered into derivative contracts to hedge ag&imsign-currency exchange risks.
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The terms of forward exchange contract were neigatian the basis of the terms of hedged items. The
forward foreign currency contracts outstandincghateénd of the reporting period were as follows:

Contract Amount
Buy/Sell Currency Settlement Period/Date (Units: Thousand)

December 31, 20:

Forward exchange contra Buy USD/JPY 2013.03.2 US$95,356

The Company has entered into forward foreign exglasontracts for anticipated future transactions to
supply products to customers in Japan to hedgexbbange rate risk. The forward foreign exchange
contracts are designated as cash flow hedges.

Cumulative gain recognized on changes in fair vaiibedging instruments transferred from equity int
profit or loss during the period was included ia thllowing items:

Three Months Ended March 3!

201z 2012
Revenue $ 258,32 $ -
Other gains and loss 151,19 - -

409,52 $ -

FINANCIAL ASSETS MEASURED AT COST
March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Domestic unlisted equity
investment $ 698861 $ 698861 $ 698,861 $ 698,861
Foreign unlisted equity investment 1,826,137 1,781,514 1,940,051 2,065,876
Foreign unlisted mutual funds 1,919,002 1,824,532 833,123 643,917

$ 4444000 $ 4,304,907 $ 3,472,035 $ 3,408,654

The classification of financial

assets
Available-for-sale financial
assets $ 4444000 $ 4304907 $ 3472035 $ 3,408,654

The Company’s unlisted equity investments and mufwads were measured at cost less accumulated
impairment losses at the end of reporting periothe fair values of these investments cannot be uneds
reliably because the range of reasonable fair vakienates is significant and the probabilitiestlod
various estimates cannot be reasonably assessed.

-33-



12. OTHER CURRENT FINANCIAL ASSETS

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Trust assets for employee benefit $ 3,656,057 $ 3,645,820 $ - 3 -
Time deposits with original
maturities more than three
months 523,697 2,915,624 26,534,203 25,543,450

$ 4,179,754 $ 6,561,444 $ 26,534,203 $ 25,543,450

To protect the rights and interests of its emplgydkee Company deposited unpaid employee bonus in a
new trust account in September 2012 and were fitadsis other current financial assets.

The range of market interest rates of time depagits original maturities more than three monthgevas

follows:
March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Time deposits with original
maturities more than three
months 0.40%-3.08% 0.39%-3.30% 0.39%-3.30% 0.39%-3.30%

For details of pledged other current financial essqaease refer to Note 33.

13. NOTES RECEIVABLE, TRADE RECEIVABLES AND OTHER R ECEIVABLES

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

Note and trade receivables
Note receivables $ - $ - % - $ 755,450
Trade receivables 31,000,374 43,118,861 53,056,732 65,518,876
Trade receivables - related parties 24,485 221,050 1,328,406 473
Less: Allowances for doubtful

debts (2,482,555) (2,086,085) (2,060,079) (1,555,008)

$ 28,542,304 $ 41,253,826 $ 52,325,059 $ 64,719,791

Other receivables

Loan receivables - fluctuation rate $ 6,719,06% 6,554,025 $ - $ -
Receivables from disposal of

investments 4,479,375 4,369,350 - -
VAT refund receivables 478,781 391,276 548,250 792,364
Interest receivables 81,093 54,135 24,003 23,261
Others 1,124,613 1,124,926 857,836 1,133,006
Less: Allowances for doubtful

debts (177,900) - - -

$ 12,705,025 $ 12,493,712 $ 1,430,089 $ 1,948,631
(Continued)
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March 31, December 31 March 31, January 1,

2013 2012 2012 2012
Current - other receivables $ 8,225,650 $ 8,124,362 $ 1,430,089 $ 1,948,631
Non-current - other receivables 4,479,375 4,369,350 - -

$ 12,705,025 $ 12,493,712 $ 1,430,089 $ 1,948,631
(Concluded)

Trade Receivables

The credit period on sales of goods is 30-75 daj4o interest is charged on trade receivables bdfwe

due date. Thereafter, interest is charged at 1-p86annum on the outstanding balance, which is
considered to be non-controversial, to some ofornsts. The Company assesses the probability of
collections of trade receivables by examining tlggn@ analysis of the outstanding receivables and
assessing the credit quality. For customers watlv kredit risk, the Company has recognized an
allowance for doubtful debts of 1-5% against reakigs past due beyond 31-90 days and of 5-100%
against receivables past due beyond 91 days. W&ipmers with high credit risk, the Company has
recognized an allowance for doubtful debts of 10%Ggainst receivables past due more than 31 days.

Before accepting any new customer, the CompanyfsBment of Financial and Accounting evaluates the
potential customer’s credit quality and definesddrdimits and scorings by customer. The factor of
overdue attributed to customers are reviewed oneeeek and the Company evaluates the financial
performance periodically for the adjustment of dr&uchits.

The concentration of credit risk is limited duethe fact that the customer base is diverse.

As of the reporting date, the Company had no red®¥s that are past due but not impaired.

Age of impaired trade receivables

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
1-90 days $ 5518505 $ 7,700,143 $ 8,450,027 $ 15,528,464
91-180 days 223,684 1,092,164 3,106,870 1,994,283
Over 181 days 920 5,651 152,504 74,014

$ 5,743,109 $ 8,797,958 $ 11,709,401 $ 17,596,761

The age of impaired trade receivables is basedempast due dates and the amount is net valuaaé tr
receivables.

Movement in the allowances for doubtful debts

Three Months Ended March 3!

201z 201z
Balance, beginning of period $ 2,086,085 $ 1,555,008
Impairment losses recognized on receivables 397,916 505,078
Amounts written off during the period (13,943) -
Translation adjustment 12,497 (7)
Balance, end of period $ 2,482,555 $ 2,060,079
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Other Receivables

Loan receivables - fluctuation rate is the shamtatdoan to Beats Electronics, LLC. For more dstail
please refer to Note 32. As of March 31, 2013 Bedember 31, 2012, loan and interest receivable
amounted to NT$6,788,707 thousand and NT$6,60a@88and, respectively.

Receivable from disposal of investments is the aithotisale shares of Beats Electronics, LLC. Foram
details, please refer to Note 29.

Others were primarily prepayments on behalf of wesador customers and withholding income tax of
employees’ bonuses.

. INVENTORIES
March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Finished goods $ 1,949,161 $ 3,310,521 $ 2,659,048 $ 2,189,984
Work-in-process 1,669,926 1,902,733 5,670,613 4,320,763
Semi-finished goods 9,083,583 5,635,374 4,455,388 4,547,374
Raw materials 25,162,262 12,663,961 15,898,949 17,251,140
Inventory in transit 238,919 296,788 309,946 121,329

$ 38,103,851 $ 23,809,377 $ 28,993,944 $ 28,430,590

The losses on inventories decline amounting to NB$66 thousand and NT$73,993 thousand were
recognized as cost of revenues for the three mamdled March 31, 2013 and 2012, respectively.

. PREPAYMENTS
March 31, December 31 March 31, January 1,
2013 2012 2012 2012

Royalty $ 10,696,896 $ 9,936,609 $ 12,878,411 $ 12,521,985
Prepayments to suppliers 3,034,849 2,976,231 3,257,332 3,256,082
Net input VAT 1,467,344 434,521 253,509 320,544
Prepaid equipment 420,249 232,011 211,548 207,061

Software and hardware
maintenance 157,291 716,695 432,633 311,416
Land use right 134,371 134,074 136,058 139,707
Service 114,447 171,440 108,981 55,192
Others 276,883 240,985 225,166 350,655
$ 16,302,330 $ 14842566 $ 17,503,638 $ 17,162,642
Current $ 5838434 $ 4965814 $ 6,383,271 $ 6,507,516
Non-current 10,463,896 9,876,752 11,120,367 10,655,126

$ 16,302,330 $ 14,842,566 $ 17,503,638 $ 17,162,642

Prepayments for royalty were primarily for gettimgyalty right and were classified as current or
non-current in accordance with their nature. Fadaids of content of contracts, please refer toceNgfi.
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Prepayments to suppliers were primarily for dis¢quurposes and were classified as current or nomecu
in accordance with their nature.

INVESTMENTS ACCOUNTED FOR USING THE EQUITY METH OD

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Investment in associates $ 5,078,705 $ 5,650,859 $ 65367 $ 71,732
Investment in jointly controlled
entities 238,114 241,309 250,778 -

$ 5316,819 $ 5,892,168 $ 316,145 $ 71,732

Investments in Associates

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Unlisted equity investments
Beats Electronics, LLC $ 5,078,705 $ 5,650,859 $ - 8 -
SYNCTV Corporation - - 65,367 71,732

$ 5,078,705 $ 5,650,859 $ 65,367 $ 71,732

The percentage of ownership and voting rights bglthe Company at the end of reporting period veere
follows:

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Beats Electronics, LLC
Ownership 25.14% 25.14% 50.14% 50.14%
Voting right 25.57% 25.57% 51.00% 51.00%
SYNCTYV Corporation 20.00% 20.00% 20.00% 20.00%

In September 2011, the Company acquired 20% edpiigyest in SYNCTV Corporation for US$2,500
thousand and accounted for this investment by thétye method. In December 2012, the Company
determined that the recoverable amount of thisstment was less than its carrying amount and thus
recognized an impairment loss of NT$56,687 thousand

In October 2011, the Company acquired 50.14% edpii¢yest in Beats Electronics, LLC. for US$300,000
thousand. In July 2012, the Company sold back #5®eats Electronics, LLC shares to the founding
members of Beats Electronics, LLC for US$150,0Gfuiand. For details of transaction, please refer t
Note 29. After the transaction, the Company reein5.14% of the shareholdings in Beats Electronics
LLC and accounted for this investment by the equigthod.
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The unrecognized current and accumulated amoursisasé of losses on the associates were as follows:

Three Months Ended March 3!

201z 201z
Unrecognized share of losses of associates
Current amount 2,643 $ -
Accumulated amount $ 6,24¢ $ -

Investments accounted for using the equity method #he share of net income or loss and other
comprehensive income from investments are accodatdzhsed on the unreviewed financial statemeits o
SYNCTV Corporation and reviewed financial staterseoit Beats Electronics, LLC. For three months
ended March 31, 2013 and 2012, the Company recegtie share of the net income and loss of SYNCTV
Corporation for NT$0 thousand and a loss of NT$4,8%usand, respectively and of Beats Electronics,
LLC for a gain of NT$46,876 thousand and NT$0 tlames respectively. The Company’s management
considers the use of unreviewed financial statesnefithe investee did not have material impactten i
consolidated financial statements.

Jointly Controlled Entity

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Unlisted equity investments
Huada Digital Corporation $ 238,114 $ 241,309 $ 250,778 $ -

The percentage of ownership and voting rights bglthe Company at the end of reporting period veere
follows:

March 31, December 31, March 31, January 1,
Company Name 2013 2012 2012 2012
Huada Digital Corporation 50.00% 50.00% 50.00% 50.00%

In December 2009, the Company acquired 100% etityest in Huada, whose main business is software
services, for NT$245,000 thousand and accountethi®investment by the equity method. In Septeambe
2011, the Company increased this investment by NIORbthousand. As of December 31, 2012, the
Company’s investment in Huada had amounted to NTS2® thousand. In September 2011, the Fair
Trade Commission approved an investment by Chunghsleacom Co., Ltd. (“CHT") in Huada and the
registration of this investment was completed inaDer 2011. After CHT’s investment, the Company’s
ownership percentage declined from 100% to 50%.Manch 2012, Huada held a stockholders’ meeting
and re-elected its directors and supervisors. FAesalt, the investment type was changed to jaéniture
and the Company continued to account for this itnuest by the equity method.

The investments accounted for using the equity atkthnd the share of net income and other
comprehensive income from investments are accodatdzthsed on unreviewed financial statements. For
three months ended March 31, 2013 and 2012, thep&wynrecognizes the share of the net income and
loss of Huada for a loss of NT$3,195 thousand angaia of NT$89 thousand, respectively. The

Company’s management considers the use of unregdlidimancial statements of Huada did not have

material impact on its consolidated financial staats.
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17. PROPERTY, PLANT AND EQUIPMENT

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Carrying amounts
Land $ 7609913 $ 7,615546 $ 7,616,056 $ 7,614,167
Buildings 11,081,903 11,086,713 5,389,319 5,401,104
Construction in progress 1,178 - 2,905,640 1,923,876
Machinery and equipment 6,234,451 6,327,723 5,859,903 5,907,321
Other equipment 912,900 960,784 918,881 869,165

$ 25,840,345 $ 25,990,766 $ 22,689,799 $ 21,715,633

Movement of property, plant and equipment for thre¢ months ended March 31, 2013 and 2012 were as

follows:
2013
Construction in  Machinery and Other
Land Buildings Progress Equipment Equipment Total
Cost
Balance, beginning of period $ 7,615,546 $ 12,683,285 $ - $ 13,310,647 $ 1,956,423 $ 35,565,901
Additions - 144,243 1,178 265,282 146,401 557,104
Disposal - (5,995) - (127,278) (234,113) (367,386)
Translation adjustment (5,633) 54,034 - 106,312 14,474 169,187
Balance, end of period 7,609,913 12,875,567 1,178 13,554,963 1,883,185 35,924,806
Accumulated depreciation
Balance, beginning of period - 1,596,572 - 6,982,924 995,639 9,575,135
Depreciation expenses - 192,079 - 435,447 67,163 694,689
Disposal - (5,995) - (136,766) (96,868) (239,629)
Translation adjustment - 11,008 - 38,907 4,351 54,266
Balance, end of period - 1,793,664 - 7,320,512 970,285 10,084,461
Net book value, end of period $ 7,609,913 $ 11,081,903 $ 1,178 $ 6234451 $ 912,900 $ 25,840,345
2012
Construction in  Machinery and Other
Land Buildings Progress Equipment Equipment Total

Cost

Balance, beginning of period $ 7,614,167 $ 6,476,801 $ 1,923876 $ 11,470,702 $ 1,611,225 $ 29,096,771

Additions 208 116,036 981,764 381,603 158,869 1,638,480
Disposal - (421) - (173,013) (8,739) (182,173)
Transfer to expense - - - - (4,630) (4,630)
Translation adjustment 1,681 (40,293) - (76,892) (17,929) (133,433)
Balance, end of period 7,616,056 6,552,123 2,905,640 11,602,400 1,738,796 30,415,015
Accumulated depreciation

Balance, beginning of period - 1,075,697 - 5,563,381 742,060 7,381,138
Depreciation expenses - 90,083 - 368,907 83,223 542,213
Disposal - (421) - (172,745) (1,851) (175,017)
Translation adjustment - (2,555) - (17,046) (3,517) (23,118)
Balance, end of period - 1,162,804 - 5,742,497 819,915 7,725,216

Net book value, end of period $ 7,616,056 $ 5,389,319 $ 2905640 $ 5,859,903 $ 918,881 $ 22,689,799

The following useful lives are used in the caldolatof depreciation under straight-line method.

Building 5-50 years
Machinery and equipment 5 years
Other equipment 3-5 years
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The Company’s buildings included plants, mechanaa electrical power equipment, and engineering
systems, which are depreciated over their estimasedul lives of 40 to 50 years, 20 years and Qo
years, respectively.

There were no interests capitalized for the threatirs ended March 31, 2013 and 2012.

. INTANGIBLE ASSETS

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Carrying amounts
Patents $ 8,988,041 $ 9,180,674 $ 10,578,257 $ 11,152,098
Goodwill 1,187,839 1,534,366 5,281,049 10,812,564
Other intangible assets 1,501,372 968,130 6,280,249 802,817

$ 11,677,252 $ 11,683,170 $ 22,139,555 $ 22,767,479

Movements of intangible assets for the three moatited March 31, 2013 and 2012 were as follows:

201z
Other
Intangible
Patents Goodwill Assets Total

Cost
Balance, beginning of period $ 11,239,554 $ 1,681,561 $ 1,603,108 $ 14,524,223
Additions

Acquisition 22,213 - 104,937 127,150

Transfer from prepayment - - 509,710 509,710
Disposal - - (17,027) (17,027)
Adjustment in acquisition of a

subsidiary - (13,979) - (23,979)
Translation adjustment 220,050 9,310 12,387 241,747
Balance, end of period 11,481,817 1,676,892 2,213,115 15,371,824
Accumulated amortization
Balance, beginning of period 2,058,880 - 634,978 2,693,858
Amortization expenses 402,049 - 92,011 494,060
Disposal - - (17,027) (17,027)
Translation adjustment 32,847 - 1,781 34,628
Balance, end of period 2,493,776 - 711,743 3,205,519
Accumulated impairment
Balance, beginning of period - 147,195 - 147,195
Impairment losses - 342,486 - 342,486
Translation adjustment - (628) - (628)
Balance, end of period - 489,053 - 489,053

Net book value, end of period $ 8,988,041 $ 1,187,839 $ 1,501,372 $ 11,677,252
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2017

Other
Intangible
Patents Goodwill Assets Total
Cost
Balance, beginning of period $ 11,608,540 $ 10,905,878 $ 1,203,368 $ 23,717,786
Additions
Acquisition - - 25,624 25,624
Difference between the cost of

investments and the

Company’s share in investees’

net assets - 286,965 - 286,965
Disposal - - (16,679) (16,679)
Reclassification - (5,717,960) 5,717,960 -
Translation adjustment (230,313) (102,876) (144,399) (477,588)
Balance, end of period 11,378,227 5,372,007 6,785,874 23,536,108
Accumulated amortization
Balance, beginning of period 456,442 - 400,551 856,993
Amortization expenses 346,932 - 120,644 467,576
Disposal - - (16,679) (16,679)
Translation adjustment (3,404) - 1,109 (2,295)
Balance, end of period 799,970 - 505,625 1,305,595
Accumulated impairment
Balance, beginning of period - 93,314 - 93,314
Impairment losses - - - -
Translation adjustment - (2,356) - (2,356)
Balance, end of period - 90,958 - 90,958

Net book value, end of period $ 10,578,257 $ 5,281,049 $ 6,280,249 $ 22,139,555

The Company owns patents of graphics technologiés. of March 31, 2013, December 31, 2012, March
31, 2012 and January 1, 2012, the carrying amoahtsuch patents were NT$7,465,625 thousand,
NT$7,555,334 thousand, NT$8,559,205 thousand ar8ONID8,002 thousand, respectively. The patents
will be fully amortized over their remaining econigrtives.

Some of other intangible assets will not be amedibefore their useful lives are determined. These
intangible assets will be tested for impairmentuaatly together with goodwill impairment testing, @ther
indication of impairment exists.

NOTE AND TRADE PAYABLES
March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Note payables $ 48 $ 294 % 1,242 3,779
Trade payables 75,245,134 73,598,634 69,157,795 78,469,351
Trade payables - related parties 8,444 19,269 - -

$ 75,253,626 $ 73,618,197 $ 69,159,037 $ 78,473,130
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The average term of payment are four months. Allables will be paid before due date to meet the
financial risk management policy.

OTHER LIABILITIES
March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Other payables
Accrued expenses $ 33,793,001$ 37,469,944 $ 35,693,475 $ 46,270,611
Payables for purchase of equipment 1,063,796 1,471,529 564,111 812,240
Others 311,502 325,700 838,161 512,940

$ 35,168,299 $ 39,267,173 $ 37,095,747 $ 47,595,791

Other current liabilities

Advance receipts $ 753,349 $ 637,657 $ 441,313 $ 574,596
Agency receipts 559,098 301,868 334,966 440,862
Others 872,915 848,581 711,027 645,682

$ 2,185362 $ 1,788,106 $ 1,487,306 $ 1,661,140

Accrued Expenses

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

Marketing $ 18,308,772 $ 20,872,536 $ 19,915,310 $ 29,104,665
Bonus to employees 5,716,770 5,712,075 7,688,168 7,238,637
Salaries and bonuses 5,054,283 5,712,741 3,117,354 3,532,970
Services 1,522,495 1,020,609 1,260,097 1,324,631
Materials and molding expenses 996,561 1,904,181 1,831,217 1,854,932
Import, export and freight 609,163 644,432 756,251 1,397,747
Repairs, maintenance and sundry

purchase 408,658 573,355 150,311 466,135
Others 1,176,299 1,030,015 974,767 1,350,894

$ 33,793,001 $ 37,469,944 $ 35,693,475 $ 46,270,611

The Company accrued marketing expenses on the tfasiated agreements and other factors that would
significantly affect the accruals.

Other Payables - Others

Other payables - others were payables for patemtd, agreed installments payable to the original
stockholders of subsidiaries.
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21. PROVISIONS

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Warranty provision $ 7,018964 $ 8,058,509 $ 12,791,601 $ 13,080,394
Provisions for contingent loss on
purchase orders 630,801 823,005 2,087,892 2,052,881

7,649,765 $ 8,881,514 $ 14,879,493 $ 15,133,275

Movement of provisions for the three months endedldid 31, 2013 and 2012 were as follows:

201z
Provisions for
Contingent
Loss on

Warranty Purchase

Provision Orders Total
Balance, beginning of peri $ 8,058,50' $ 823,00 $ 8,881,51.
Provisions recogniz 2,018,068 - 2,018,068
Change of estimat - (115,049) (115,049)
Amount utilized during the perit (3,162,166) (77,155) (3,239,321)
Translation adjustme 104,553 - 104,553
Balance, end of peri $ 7,018,96. $ 630,80: $ 7,649,76!

201z
Provisions for
Contingent
Loss on

Warranty Purchase

Provision Orders Total
Balance, beginning of period $ 13,080,394 $ 2,052,881 $ 15,133,275
Provisions recognized 2,726,099 45,398 2,771,497
Amount utilized during the period (2,819,428) (20,387) (2,829,815)
Translation adjustment (195,464) - (195,464)
Balance, end of period $ 12791601 $ 2,087,892 $ 14,879,493

The Company provides warranty service for one yeawo years. The warranty liability is estimatzd
the basis of evaluation of the products under wyrgpast warranty experience, and pertinent factor

The provision for contingent loss on purchase arderestimated after taking into account the effext
changes in the product market, evaluating the firggeffects on inventory management and adjustiag
Company’s purchases.
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22. RETIREMENT BENEFIT PLANS
Defined Contribution Plans

The pension plan under the Labor Pension Act (LH®A") is a defined contribution plan. Based on the
LPA, HTC and Communication Global Certification In¢'CGC”) make monthly contributions to
employees’ individual pension accounts at 6% of tilgrsalaries and wages.

The Company has defined contribution retirementefieplans for all qualified employees of HTC and
CGC in Taiwan. Besides, the employees of the Caoyipasubsidiary are members of a state-managed
retirement benefit plan operated by local goverrimeiihe subsidiary is required to contribute ameunt
calculated at a specified percentage of payrolisctisthe retirement benefit scheme to fund theefiksn
The only obligation of the Company with respecthe retirement benefit plan is to make the spatifie
contributions to the fund.

The total expenses recognized in the consolidastdreent of comprehensive income were NT$173,749
thousand and NT$166,293 thousand, representingotiieibutions payable to these plans by the Company
at the rates specified in the plans for the threathrs ended March 31, 2013 and 2012, respectivelg.

of March 31, 2013, December 31, 2012, March 312281d January 1, 2012, the amounts of contributions
payable were NT$106,199 thousand, NT$119,833 tmoljsdiT$132,322 thousand and NT$123,877
thousand, respectively, representing contributimstsyet paid for the reporting period. The amoungse
paid subsequent to the end of the reporting period.

Defined Benefit Plans

Based on the defined benefit plan under the Lalemdards Law (“LSL"), pension benefits are calcedit
on the basis of the length of service and averagethly salaries of the six months before retirement
HTC and CGC contributed amounts equal to 2% ofl toianthly salaries and wages to a pension fund
administered by the pension fund monitoring conesitt The pension fund is deposited in Bank of
Taiwan in the committee’s name.

The most recent actuarial valuations of plan assetisthe present value of the defined benefit alibg
were carried out at December 31, 2012 by Mr. Gedfgl, Fellow of the Institute of Actuaries of the
Republic of China. The present value of the defibenefit obligation and the related current sergiost
and past service cost, were measured using thedgedj Unit Credit method. The pension cost foeehr
months ended March 31, 2013 and 2012 were detedniindhe proportion to the pension cost included in
the actuarial report on December 31, 2012 and Jardy&012, respectively.

The principal assumptions used for the purposdiseohctuarial valuations were as follows:

December 31

2012 January 1, 2012
Discount rates 1.250%-1.625% 1.500%-1.750%
Expected return on plan assets 1.875% 2.000%
Expected rates of salary increase 2.250%-4.000% 2.250%-4.000%

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

Three Months Ended March 3!

201z 201z
Operating cost $ 105 $ 179
Selling and marketing $ 21 $ 49
General and administrative $ 47 $ 56
Research and development $ 152 $ 308
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23.

The amounts included in the consolidated balaneetshin respect of the obligation on HTC and CGC
under the defined benefit plans were as follows:

December 31

2012 January 1, 2012
Present value of funded defined benefit obligation $ (394,681) $ (382,134)
Fair value of plan assets 513,954 482,785
Defined benefit assets $ 119,273 $ 100,651

The percentage for each major categories of plsetasit December 31, 2012 and January 1, 2012asere
follows:

December 31

2012 January 1, 2012
Equity instruments 38.29% 41.26%
Debt instruments 37.58% 35.98%
Others 24.13% 22.76%

100.00% 100.00%

The expected overall rate of return is the weiglateerage of the expected returns of the variowsgoaies
of plan assets held. The Actuary’s assessmeititeogxpected returns is based on historical retemds
and analysts’ predictions of the market for thestisser the life of the related obligation, aftekihg into
account the minimum return rate which no lower ttlaninterest rate for 2-years’ time deposit.

The Company expects to make a contribution of NT4&®% thousand to the defined benefit pension plan
within one year from March 31, 2013.

EQUITY
March 31, December 31 March 31, January 1,
2013 2012 2012 2012

Share capital - common stock $ 8,520,521 $ 8,520,521 $ 8,520,521 $ 8,520,521
Capital surplus 16,601,557 16,601,557 16,601,557 16,601,557
Retained earnings 70,187,157 70,102,031 91,008,223 86,542,008
Other equity (304,817) (885,925) (579,173) 2,939
Treasury shares (14,065,490) (14,065,490) (14,065,490) (10,365,144)
Non-controlling interest - - 1,046,585 992,724

$ 80,938,928 $ 80,272,694 $102,532,223 $102,294,605
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Share Capital
a. Common stock

March 31, December 31 March 31, January 1,

2013 2012 2012 2012

Authorized shares (in thousands

of shares) 1,000,000 1,000,000 1,000,000 1,000,000
Authorized capital $ 10,000,000 $ 10,000,000 $ 10,000,000 $ 10,000,000
Issued and fully paid shares (in

thousands of shares) 852,052 852,052 852,052 852,052
Issued capital $ 8,520,521 $ 8,520,521 $ 8,520,521 $ 8,520,521
Share premium 14,809,608 14,809,608 14,809,608 14,809,608

$ 23,330,129 $ 23,330,129 $ 23,330,129 $ 23,330,129

The par value of outstanding common stocks is NT@d0Oshare. Every common stock carries one
vote per share and a right to dividends.

The reserved shares for the conversion of converibnds and the exercise of employee share options

within authorized but unissued shares are 30,000isdnds shares and 16,000 thousands shares,
respectively.

b. Global depositary receipts

In November 2003, HTC issued 14,400 thousand conshares corresponding to 3,600 thousand units
of Global Depositary Receipts (“GDRs”). For thiBB issuance, HTC’s stockholders, including Via
Technologies, Inc., also issued 12,878.4 thousanahwon shares, corresponding to 3,219.6 thousand
GDR units. Thus, the entire offering consisted &19.6 thousand GDR units. Taking into account
the effect of stock dividends, the GDRs increase8, 782.1 thousand units (36,060.5 thousand shares)
The holders of these GDRs requested HTC to redee®DRs to get HTC’'s common shares. As of
March 31, 2013, there were 8,516.1 thousand uhi&DiRs redeemed, representing 34,064.5 thousand

common shares, and the outstanding GDRs repres&r@88 thousand common shares or 0.24% of
HTC’s common shares.

Capital Surplus

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

Additional paid-in capital -

issuance of shares in excess of

par $ 14,809,608 $ 14,809,608 $ 14,809,608 $ 14,809,608
Treasury stock 1,730,458 1,730,458 1,730,458 1,730,458
Merger 24,423 24,423 24,423 24,423
Expired stock options 37,068 37,068 37,068 37,068

$ 16,601,557 $ 16,601,557 $ 16,601,557 $ 16,601,557
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The capital surplus from share issued in excegmofadditional paid-in capital from issuance ofncaon
shares, treasury stock transactions, merger anidedxgtock options) and the income from endowments
may be used to offset a deficit and appropriatén clgidend or capitalized once a year within a aert
percentage of a company’s paid-in capital wherextwmpany incurs no loss.

Appropriation of Retained Earnings and Dividend Polcy

Under HTC's Articles of Incorporation, if HTC haaraings after the annual final accounting, it sheil
allocated in the following order:

a. To pay taxes.
b. To cover accumulated losses, if any.

c. To appropriate 10% legal reserve unless the kegal reserve accumulated has already reached the
amount of HTC’s authorized capital.

d. To pay remuneration to directors and superviadb&3% maximum of the balance after deducting the
amounts under the above items (a) to (c).

e. To pay bonus to employees at 5% minimum of Hiertze after deducting the amounts under the above
items (a) to (c), or such balance plus the unapjataul retained earnings of previous years. Howeve
the bonus may not exceed the limits on employeaubdistributions as set out in the Regulations
Governing the Offering and Issuance of Securitiessbuers. Where bonus to employees is allocated
by means of new share issuance, the employeesdiveebonus may include the affiliates’ employees
who meet specific requirements prescribed by tlaedof directors.

f. For any remainder, the board of directors shqutthose allocation ratios based on the dividerlityo
set forth in HTC’s Articles and propose them atdteckholders’ meeting.

As part of a high-technology industry and as a gngwenterprise, HTC considers its operating
environment, industry developments, and long-temerésts of stockholders as well as its programs to
maintain operating efficiency and meet its captgdenditure budget and financial goals in detemgjnhe
stock or cash dividends to be paid. HTC’s dividpoticy stipulates that at least 50% of total dends
may be distributed as cash dividends.

The employee bonus for 2013 and 2012 should beopgpted at 5% and 8.4%, respectively, of net ineom
before deducting employee bonus expenses. If tigala amounts subsequently resolved by the
stockholders differ from the proposed amounts,difierences are recorded in the year of stockhslder
resolution as a change in accounting estimatebonfis shares are resolved to be distributed tommes,
the number of shares is determined by dividingam®unt of bonus by the closing price (after congige
the effect of cash and stock dividends) of the ehaf the day immediately preceding the stockhslder
meeting.

HTC shall comply with ruling 1-0890100116 issued®sgcurities and Futures Bureau of the FSC andgulin
[-0950000507 issued by the FSC under the Execlivan in the appropriation of retained earnings
generated before 2012. The Company appropriatadéh reduction in other stockholders’ equity into
special capital reserve. The reduced amount dfigpeapital reserve can be reversed back intoneda
earnings if stockholders’ equity increases in sqbeat period.

Under Rule No. 1010012865 issued by the FSC onl &pr2012 and the directive titled “Questions and
Answers for Special Reserves Appropriated Followiapption of IFRSs”, on the first-time adoption of
IFRSs, a company should appropriate to a speci@rve of an amount that was the same as these of
unrealized revaluation increment and cumulativendi@ion differences (gains) transferred to retdhine
earnings as a result of the company’s use of exengpunder IFRS 1. The Company had a decrease in
retained earnings that resulted from all IFRSs stdjents; therefore, no special reserve was apjptepri
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Legal reserve should be appropriated until it leched a company’s paid-in capital. This reserag m
be used to offset a deficit. Under the revised gamy Law issued on January 4, 2012, when the legal
reserve has exceeded 25% of a company’s paid-itatafne excess may be transferred to capital or
distributed in cash.

The appropriations of 2012 earnings are schedwedgdproval in the board of directors’ meeting oayM
1, 2013. The appropriations of 2011 earnings vegneroved in the stockholders’ meeting on June 12,
2012. The appropriations and dividends per share was follows:

Dividends Per Share

Appropriation of Earnings (NTS)

For 2012 For 2011 For 2012 For 2011
Legal reserve $ 1,678,097 $ 6,197580 $ - $ -
Special reserve (reversal) 854,138 (580,856) - -
Cash dividends 1,662,454 33,249,085 2 40

Stock dividends - - - R

The bonus to employees for 2012 is scheduled fprasal in the board of directors’ meeting on May 1,
2013. The bonus to employees for 2011 was approveéde stockholders’ meeting on June 12, 2012.
The amounts of bonus were as follows:

Amounts
Amounts Recognized in
Approved in Financial

Board Meetings  Statements

For 201: Casl $ 976,32
Stocl -

$ 976,32° $ 976,32

The approved amounts of bonus to employees weresdhee as the accrual amounts reflected in the
financial statements for 2012.

Amounts
Amounts Recognized in
Approved in Financial

Board Meetings  Statements

For 201: Cast $ 7,238,63
Stoclk -

$ 723863  § 7.238,63

The approved amounts of bonus to employees weresdhee as the accrual amounts reflected in the
financial statements for 2011.

In 2012, HTC's board of directors proposed the appation of earnings and bonus to employees based
the 2012 financial statements prepared in confgrmiith the pre-amended Guidelines Governing the
Preparation of Financial Reports by Securitiesdss@nd accounting principles generally acceptetien
Republic of China; however, the balance sheet aPadfember 31, 2012, after being retrospectively
adjusted in conformity with the amended Guideli@®verning the Preparation of Financial Reports by
Securities Issuers and IFRSs, was also being takBn account while the determination of the
appropriation of earnings and bonus to employees.
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Information about earnings appropriation and theusao employees, directors and supervisors idadlai
on the Market Observation Post System websiteeoffiwan Stock Exchange.

Other Equity

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Accumulated balances of exchange
differences on translating foreign

operations $ (302,729) $(1,089,693) $ (696,264) $ -
Unrealized gains or losses from
available-for-sale financial assets (2,088) 9,716 117,091 2,939

Effective portion of gain on
hedging instruments in a cash
flow hedge - 194,052 - -

$ (304,817) $ (885,925) $ (579,173) $ 2,939

a. Accumulated balances of exchange differencasanslating foreign operations

Exchange differences relating to the translationaifassets of the Company’s foreign operations fro
their functional currencies to the Company’s préson currency (i.e. New Taiwan dollars) are
recognized directly in other comprehensive incomeé ander the heading of accumulated balances of
exchange differences on translating foreign opamati Exchange differences previously accumulated
in the foreign currency translation reserve ardéassified to profit or loss on the disposal of foeeign
operation.

b. Unrealized gains or losses from available-fde-§iaancial assets

Unrealized gains or losses from available-for-galancial assets represents the cumulative gaids an
losses arising on the revaluation of AFS that Haeen recognized in other comprehensive income, net
of amounts reclassified to profit or loss when thassets have been disposed of or are determited to

impaired.
c. Effective portion of gain on hedging instrumeints cash flow hedge

Effective portion of gain on hedging instrumentsancash flow hedge represents the cumulative
effective portion of gains or losses arising onnges in fair value of hedging instruments entergd i
for cash flow hedges. The cumulative gain or lagsing on changes in fair value of the hedging
instruments that are recognized and accumulateeruthé heading of effective portion of gain on
hedging instruments in a cash flow hedge will bdassified to profit or loss only when the hedged
transaction affects the profit or loss, or includada basis adjustment to the non-financial heiged

Non-controlling Interest
Three Months Ended March 31

2013 2012

Balance, beginning of period $ - $ 992,724
Net income contributed to non-controlling interest - 337,782
Decrease in non-controlling interest due to losiagtrol of

subsidiary - (250,689)
Vested stock option of non-controlling interestchbY subsidiary’s

employee - (33,232)
Balance, end of period $ - $ 1,046,585
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24,

25.

Treasury Shares

Number of
Shares,
Beginning of
Reason to reacquire Period
Three months ended
March 312013
To transfer shares to the
Company’s employees 20,825
Three months ended
March 312012
To transfer shares to the
Company’s employees 14,011

Addition
During the
Period

6,814

(In Thousands of Shares)

Reduction
During the
Period

Number of
Shares, End of
Period

20,825

20,825

Based on the Securities and Exchange Act of the ,R@ECnumber of reacquired shares should not exceed
10% of a company’s issued and outstanding shanelsthee total purchase amount should not exceed the
sum of the retained earnings, additional paid-ipiteiin excess of par and realized capital surplua
addition, HTC should not pledge its treasury shamsexercise rights to receive dividends and te vo

REVENUE

Sale of goods
Other operating income

Three Months Ended March 31

2013 2012
$ 42,251,735 $ 65,748,462
536,782 2,041,119
$ 42,788,517 $ 67,789,581

The Company designates certain foreign sales ageldtem to hedge the risk of cash flow. The porti
of the gain or loss on the hedging instrument thatetermined to be an effective hedge is recognize
stockholders’ equity amounting to NT$258,327 thowksa

For the analysis of main products and other reveplease refer to Note 37.

PROFIT FOR THE PERIOD
The details of profit for the period were as folkw
a. Other income
Interest income
Cash in bank

Held-to-maturity financial assets
Loan

-850 -

Three Months Ended March 31

2013

$ 68,907
227
90,501
159,635

2012

$ 166,760
454

167,214
(Continued)



Three Months Ended March 31

2013 2012
Dividend income $ 10,005 $ 764
Others 88,668 87,239

$ 258,308 $ 255,217
(Concluded)

Other gains and losses

Three Months Ended March 31

2013 2012

Losses on disposal of property, plant and equipment $ (1,558) $ (5)
Gain on disposal of investments 29,735 -
Net foreign exchange (loss) gains (293,419) 448,604
Net gain arising on financial assets classifietleld for trading 228,702 -
Net loss arising on financial liabilities classdias held for

trading - (210,837)
Hedge ineffectiveness on cash flow hedges 151,197 -
Impairment loss (342,486) -
Other losses (14,725) (36,401)

$ (242,554) $ 201,361

Gain or loss on financial assets and liabilitieddhtor trading was made on forward exchange
transactions. The Company entered into forwardhaxge transactions to manage exposures related
to exchange rate fluctuations.

Impairment losses on financial assets
Three Months Ended March 31

2013 2012
Trade receivables (included in operating expense) $ 397,916 $ 505,078
Other receivables (included in operating expense) 177,900 -

$ 575,816 $ 505,078

Depreciation and amortization
Three Months Ended March 31

2013 2012
Property, plant and equipment $ 694,689 $ 542,213
Intangible assets 494,060 467,576

$ 1,188,749 $ 1,009,789

Classification of depreciation - by function

Cost of revenues $ 356,944 $ 304,283
Operating expenses 337,745 237,930
$ 694689 $ 542213

(Continued)
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Classification of amortization - by function
Cost of revenues
Operating expenses

Employee benefits expense

Post-employment benefits (Note 22)
Defined contribution plans
Defined benefit plans

Other employee benefits

Total employee benefits expense

Classification - by function

Cost of revenues
Operating expenses

Impairment losses on non-financial assets

Inventories (included in cost of revenues)
Goodwill (included in other gains and losses)

INCOME TAX

Income tax recognized in profit or loss

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

Deferred income tax
In respect of the current year

Income tax recognized in profit or loss
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Three Months Ended March 31

2013 2012
$ 917 $ 125,377
493,143 342,199

$ 494,060 $ 467,576
(Concluded)

Three Months Ended March 31

2013 2012

$ 173,749 $ 166,293
325 592
174,074 166,885
4,305,256 5,297,197

$ 4479330  $ 5,464,082
$ 1,459,820  $ 1,444,022
3,019,510 4,020,060

$ 4,479,330 $ 5,464,082

Three Months Ended March 31

2013 2012
$ 199,666 $ 73,993
342,486 -

$ 542,152 $ 73,993

Three Months Ended March 31

2013 2012
$ 126,682 $ 373,584
61,952 1,308
188,634 374,892

(171,015) 393,465

$ 17619 $ 768,357



b. The imputation credit account (“ICA”) informaticas of March 31, 2013, December 31, 2012, March
31, 2012 and January 1, 2012, were as follows:

March 31, December 31, March 31, January 1,
2013 2012 2012 2012
Unappropriated earnings
generated from 1998 $ 53,715,903 $ 53,630,777 $ 80,153,693 $ 75,687,478
Balance of ICA $ 50970346 $ 5,966,033 $ 2,538,741 $ 2,523,575

The actual creditable ratio for distribution of mags of 2011 was 15.99% and estimated creditable
ratio for distribution of earnings of 2012 was 13&

Under Income Tax Act, for payment of profit-seekiengterprise income tax for the year of 1998 and
the years thereafter, a profit-seeking enterprisgy,nvhen making earning distribution, cause its
shareholders to deduct from the gross amount ofptggable as declared in their respective annual
consolidated income tax return for the current yearamount of income tax payable by them on the
dividend or the earning distributed to them bydhal profit-seeking enterprise. The imputatiorditre
allocated to shareholders is based on its balascef dhe date of the dividend distribution. The
estimated creditable ratio for 2012 may change wheractual distribution of the imputation credit i
made.

c. HTC's income tax returns through 2009 had beemied by the tax authorities. The income tax
returns of CGC and HTC Investment Corporation Far years through 2010 have been examined and
approved by the tax authorities. The income taxrns of HTC | Investment Corporation for the
years through 2011 have been examined and appbyvibe: tax authorities.

27. EARNINGS PER SHARE
(A Dollar Per Share)

Three Months Ended March 31

2013 2012
Basic EPS $ 0.10 $ 5.35
Diluted EPS $ 0.10 $ 535

The earnings and weighted average number of ogdstares used in the calculation of earnings pafresh
were as follows:

Profit for the Period

Three Months Ended March 31

2013 2012
Profit for the period attributable to owners of ffeent $ 85,126 $ 4,466,215
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28.

Shares
(In Thousands of Shares)

Three Months Ended March 31

2013 2012
Weighted average number of outstanding sharesinaltulation of
basic EPS 831,227 834,256
The dilutive effect of potential common stock:
Bonus to employees 22 843
Weighted average number of outstanding sharesindltulation of
diluted EPS 831,249 835,099

These bonuses were previously recorded as appiopggrom earnings. If the Company may settle the
bonus to employees by cash or shares, the Compenydspresume that the entire amount of the bonus
will be settled in shares and the resulting poéérghares should be included in the weighted aeerag
number of outstanding shares used in the calculatfadiluted EPS, if the shares have a dilutiveeetf
The number of shares is estimated by dividing thteree amount of the bonus by the closing pricehaf t
shares at the balance sheet date. The dilutieetefbf the potential shares needs to be includdbe
calculation of diluted EPS until the stockholdeesalve the number of shares to be distributed to
employees at their meeting in the following year.

BUSINESS COMBINATIONS
Subsidiaries Acquired
Proportion of
Date of Equity Int erests Consideration
Principal Activity Acquisition Acquired (%) Transferred
FunStream Corporation  Design, research and February 2012 100.00% $ 45,090
development of

3-D technology

The Company acquired FunStream Corporation to mwbitsi techniques in the design, research and
development of 3-D technology. The Company pashdar the acquisition of FunStream Corporation.

Assets Acquired and Liabilities Recognized at the &te of Acquisition

FunStream
Corporation
Current assets
Cash and cash equivalents $ 69
Other receivables 4
Net assets $ 73
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29.

Goodwill Arising on Acquisition

FunStream
Corporation

Consideration transferred $ 45,090
Less: Fair value of identifiable net assets a@glir (73)

Goodwill arising on acquisition $ 45,017

Net Cash Outflow on Acquisition of Subsidiaries

Three Months Ended March 31

2013 2012
Consideration paid in cash $ - $ 45,090
Less: Cash and cash equivalent balances acquired - (69)
$ - 45,021

Impact of Acquisitions on the Results of the Compan
From the acquisition date, the operating perforraarfacquirees is as follows:

Three Months
Ended
March 31, 2012

Revenu
FunStreanCorporatiol $ -

Net income (los:
FunStreanCorporatiol $ (49

If the business combinations occur at the beginmhdhe fiscal year, the operating performance of
acquirees is as follow. The assumed figures peavibr explanation cannot reflect the actual reesnu
and operating results on the date of business e¢watibn or forecast future operating results.

Three Months
Ended
March 31, 2012

Revenu
FunStreanCorporatiol $ -

Net incomi (loss’

FunStreanCorporatiol $ (44)
DISPOSAL OF SUBSIDIARY
The Company and CHT each had held 50% share ofdjuadpectively. In March 2012, Huada held a

stockholders’ meeting and re-elected its directord supervisors. As a result, the investment typs
changed to joint venture and the Company continoedtcount for this investment by the equity method
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In July 2012, the Company sold back 25% of BeaextEbnics, LLC shares to the founding members of
Beats for US$150,000 thousand. Beats specialimeslesign, research and development of audio
technology. After the above transactions were detagd, the Company lost its control on Beats.

Consideration Received

Three-year non-recourse secured promissory nohes "(tlotes"), totaling US$150,000 thousand, were
issued by the buying party for the above buy bacBeats Electronics, LLC and accounted for under
“long-term receivable”. These notes payable atntlaturity in three years, bear interest based &DOR
plus 1% and was secured by pledge of interestruddady the buying party in this transaction.

Analysis of Asset and Liabilities Over Which Contrd Was Lost

Beats
Huada Digital Electronics,
Corporation LLC
Current assets
Cash and cash equivalents $ 501,425 $ 6,746,277
Other current assets 123 5,928,728
Non-current assets - 9,966,683
Current liabilities (170) (11,037,967)

$ 501,378 $ 11,603,721

Net assets disposed of

Loss on Disposal of a Subsidiary

Beats
Huada Digital Electronics,
Corporation LLC
Consideration received $ - $ 4,498,923
Net assets disposed of (501,378) (11,603,721)
Non-controlling interests 250,689 1,550,253
Remaining investment measured at fair value 250,689 5,340,277

$ - $  (214,268)

Loss on disposal

In July 2012, the Company sold back 25% of BeagxtEbnics, LLC shares to the founding members of
Beats Electronics, LLC for US$150,000 thousand wathcost amounting to US$157,144 thousand
(including initial investment cost of US$150,00@tisand and an accumulated gain of US$7,144 thousand
on equity method investment). This transactiorulted in a loss on disposal of US$7,144 thousand
(NT$214,268 thousand).

Net Cash Outflow on Disposal of a Subsidiary

Three Months Ended March 31

2013 2012
Consideration received in cash and cash equivalents $ - $ -
Less: Cash and cash equivalent balances dispbsed o - (501,425)
$ - $ (501,425)
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30.

31.

CAPITAL RISK MANAGEMENT

The Company manages its capital to ensure itsyabilicontinue as a going concern while maximizimeg
returns to shareholders. The Company periodicaflyiews its capital structure by taking into
consideration macroeconomic conditions, prevailimgrest rate, and adequacy of cash flows generated
from operations; as the situation would allow, @@mpany pays dividends, issues new shares, remesha
shares, issues new debt, and redeems debt.

The Company is not subject to any externally imdasapital requirements.

FINANCIAL INSTRUMENTS

Fair Value of Financial Instruments

a. Financial instruments with unmeasurable faiueal
Financial instruments with unmeasurable fair vahetd by the Company include held-to-maturity
financial assets and financial assets measuredsat cExcept as detailed in the following tables th

management considers that the carrying amountsnahdial assets and financial liabilities with
unmeasurable fair value approximate their fair @authe fair value are not measured reliably.

March 31, 2013 December 31, 2012 March 31, 2012 January 1, 2012
Carrying Carrying Carrying Carrying
Amount Fair Value Amount Fair Value Amount Fair Value Amount Fair Value
Assets
Held-to-maturity
investments $ 101,036 $ 101,023 $ 101,459 $ 101,436 $ 203,764 $ 203,093 $ 204,597 $ 203,783

b. Fair value measurements recognized in the cialagetl balance sheet.

The following table provides an analysis of finahanstruments that are measured subsequent i@ init
recognition at fair value, grouped into Levels 13tdased on the degree to which the fair value is
observable:

e |evel 1 fair value measurements are those derfvath quoted prices (unadjusted) in active
markets for identical assets or liabilities;

e |evel 2 fair value measurements are those deffiraed inputs other than quoted prices included
within Level 1 that are observable for the assetliaility, either directly (i.e. as prices) or
indirectly (i.e. derived from prices); and

e | evel 3 fair value measurements are those defigad valuation techniques that include inputs for
the asset or liability that are not based on olzd#evmarket data (unobservable inputs).

March 31, 2013

Level 1 Level 2 Level 3 Total

Financial assets at FVTPL
Derivative financial instruments $ - $ 228,702 $ - $ 228,702

Available-for-sale financial assets
Domestic listed stocks - equity
investments $ 173 $ - $ - $ 173
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December 31, 2012

Financial assets at FVTPL
Derivative financial instruments

Available-for-sale financial assets
Domestic listed stocks - equity
investments
Foreign listed stocks - equity
investments

Hedging derivative assets
Derivative financial instruments

March 31, 2012

Available-for-sale financial assets
Domestic listed stocks - equity
investments
Foreign listed stocks - equity
investments
Mutual funds

Financial liabilities at FVTPL
Derivative financial instruments

January 1, 2012

Financial assets at FVTPL
Derivative financial instruments

Available-for-sale financial assets
Domestic listed stocks - equity
investments
Mutual funds

Level 1 Level 2 Level 3 Total
$ - $ 6,950 $ - $ 6,950
$ 197 $ - $ - $ 197
37,902 - - 37,902
$ 38,099 $ - $ - $ 38,099
5 - $ 204,519 $ - $ 204,519

Level 1 Level 2 Level 3 Total
$ 324 $ - $ - $ 324
186,532 - - 186,532
737,392 - - 737,392
$ 924248 $ - $ - $ 924,248
$ - $ 210,837 $ - $ 210,837

Level 1 Level 2 Level 3 Total
$ - $ 256,868 $ - $ 256,868
$ 279 $ - $ - $ 279
736,031 - - 736,031
736,310 $ - $ - $ 736,310

There were no transfers between Level 1 and 2eipdniod.

-B58 -



c. Valuation techniques and assumptions appliethiopurpose of measuring fair value

The fair values of financial assets and financahilities are determined as follows:

The fair values of financial assets and finant&bilities with standard terms and conditions and
traded on active liquid markets are determined wéference to quoted market prices (includes
listed corporate bonds). Where such prices areveatable, methods of valuation are adopted to
arrive at an estimate of financial assets and Grariabilities. Valuation methods incorporate
assumptions that marketplace participants wouldiruskeir estimates of fair value whenever that
information is available without undue cost anaeff

The fair values of derivative instruments are glaited using quoted prices. Where such prices are
not available, a discounted cash flow analysisei$gpmed using the applicable yield curve for the
duration of the instruments for non-optional detikes, and option pricing models for optional
derivatives. Valuation methods incorporate assionptthat marketplace participants would use
in their estimates of fair value whenever that infation is available without undue cost and effort.

Foreign currency forward contracts are measuredguguoted forward exchange rates and yield
curves derived from quoted interest rates matchiaturities of the contracts; and

The fair values of other financial assets andriana liabilities (excluding those described above)
are determined in accordance with generally acdgmieing models based on discounted cash flow
analysis.

Categories of Financial Instruments

December 31,

March 31, 2013 2012 March 31, 2012 January 1, 2012

Financial assets
FVTPL

Held for trading $ 228,702 $ 6,950 $ - $ 256,868
Derivative instruments in designated

hedge accounting relationships - 204,519 - -
Held-to-maturity investments 101,036 101,459 203,764 204,597
Loans and receivables (Note 1) 88,399,849 106,905,775 133,385,274 154,238,630
Available-for-sale financial assets

(Note 2) 4,444,173 4,343,006 4,396,283 4,144,964
Financial liabilities
FVTPL

Held for trading - - 210,837 -
Amortized cost (Note 3) 110,421,925 112,885,370 106,254,784 126,068,921

Note 1: Including cash and cash equivalents, atheent financial assets, note and trade receisadie

other receivables.

Note 2: Includingavailable-for-sale financial assets dimancial assets measured at cost.

Note 3: Including note and trade payables and gihgables.
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Financial Risk Management Objectives and Policies

The Company’s financial instruments mainly incluagiity and debt investments, trade receivableroth
receivables, trade payables and other payablese Cbmpany’s Department of Financial and Accounting
provides services to the business, co-ordinatessacto domestic and international financial markets
monitors and manages the financial risks relatinthe operations of the Company through analyzireg t
exposures by degree and magnitude of risks. Tit@seinclude market risk, credit risk and liquidrtsk.

The Company seeks to minimize the effects of thiedes by using derivative financial instruments and
non-derivative financial instruments to hedge dgkosures. The use of financial derivatives isegoed

by the Company’s policies approved by the boardictors, which provide written principles on figye
exchange risk, the use of financial derivatives ama-derivative financial instruments, and the stagent

of excess liquidity. Compliance with policies agxposure limits is reviewed by the internal auditon a
continuous basis. The Company does not enterantoade financial instruments, including derivativ
financial instruments, for speculative purposes.

The Department of Financial and Accounting repqctarterly to the Company’s supervisory and board of
directors for monitoring risks and policies implerted to mitigate risk exposures.

a. Market risk
The Company’s activities expose it primarily to theancial risks of changes in foreign currency
exchange rates. The Company enters into a vasfetierivative financial instruments to manage its

exposure to foreign currency risk.

There has been no change to the Company’s exptsurarket risks or the manner in which these
risks are managed and measured.

Foreign currency risk

The Company undertakes transactions denominatéaréign currencies; consequently, exposures to
exchange rate fluctuations arise. Exchange rapmsexes are managed within approved policy
parameters utilizing forward foreign exchange cacts.

The carrying amounts of the Company’s foreign awryedenominated monetary assets and monetary
liabilities at the end of the reporting period @eaefer to Note 35.

Foreign currency sensitivity analysis

The Company is mainly exposed to the currency oitddnStated dollars (“USD”"), Euro (“EUR”"),
Renminbi (“RMB”) and Japanese yen (“JPY”).

The following table details the Company’s sendi§ivdo a 1% increase and decrease in the New Taiwan
dollars (“NTD”, the functional currency) againstettrelevant foreign currencies. The sensitivity

analysis includes only outstanding foreign currenenominated monetary items and the forward

exchange contracts were entered into cash flow ds&edgA positive number below indicates an

increase in profit before income tax or equity vehéne NTD strengthens 1% against the relevant
currency. For a 1% weakening of the NTD againstrélevant currency, there would be a comparable
impact on the profit before income tax or equityd ahe balances below would be negative.
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Profit or Loss

(1) Equity (2)
Three months ended March 31, 2
ush $ 188,79t $ -
EUR 3,99¢ -
RMB (42,762) -
JPY 10,14° -
Three morhs ended March 31, 20
ush (39,009 -
EUR 2,78( -
RMB (8,080 -
JPY 1,73¢ -

1) This is mainly attributable to the exposure tartding on each currency receivables and payatbles i
the Company at the end of the reporting period.

2) This is mainly as a result of the changes im f@ilue of derivative instruments desighated as
hedging instruments in cash flow hedges.

Credit risk

Credit risk refers to the risk that a counterpanrty default on its contractual obligations resndjiin
financial loss to the Company. As of March 31, 20he Company may have financial losses due to
the default on obligation from counterparties. Thaximum exposure to credit risk is the carrying
amount of financial assets reported on consolidatddnce sheet. The Company does not issue any
financial guarantee involving credit risk.

The Company has adopted a policy of only dealinth wieditworthy counterparties and obtaining
sufficient collateral, where appropriate, as a rseafrmitigating the risk of financial loss from defts.
The credit risk information of trade receivables disclosed in the Note 13.

Liquidity risk

The Company manages liquidity risk to ensure thet Company possesses sufficient financial
flexibility by maintaining adequate reserves of lcaand cash equivalents and reserve financing
facilities, and also monitor liquidity risk of shage of funds by the maturity date of financial
instruments and financial assets.

1) Liquidity risk tables

The following tables detail the Company’s remainiogntractual maturity for its derivative
financial liabilities and non-derivative financififibilities with agreed repayment periods. The
tables have been drawn up based on the undiscocasédiows of financial liabilities based on the
earliest date on which the Company can be requoqrhy. The tables include both interest and
principal cash flows.
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March 31, 2013

Non-derivatve financial liabilitie:

Note and trade payab
Other payable

Other current liabilitie
Guarantee deposits recer

December 31, 2012

Non-derivative financial liabilities

Note and trade payables
Other payables

Other current liabilities
Guarantee deposits received

March 31, 2012

Non-derivative financial liabilities

Note and trade payables
Other payables

Other current liabilities
Guarantee deposits received

Derivative financial liabilities

Forward exchange contracts

January 1, 2012

Non-derivative financial liabilities

Note and trade payables
Other payables

Other current liabilities
Guarantee deposits received

Less Thar
3 Months 3 to 12 Months Over 1 Year
$ 30,299,00 $ 44,954,62 $ -
12,153,68 23,014,61 -
411,68¢ 147,410 -
- - 53,13¢
$ 42.864,37 $ 68,116,64 $ 53,13¢
Less Thar
3 Months 3 to 12 Months Over 1 Year
$ 25,172,364 $ 48,445833 $ -
16,036,617 23,230,556 -
270,073 31,795 -
- - 59,999
$ 41479054 $ 71,708,184 $ 59,999
Less Thar
3 Months 3 to 12 Months Over 1 Year
$ 27,918,299 $ 41,240,738 $ -
11,132,281 25,963,466 -
272,275 62,691 -
- - 43,014
39,322,855 67,266,895 43,014
210,837 - -
$ 39533692 $ 67,266,895 $ 43,014
Less Thar
3 Months 3 to 12 Months Over 1 Year
$ 33,234,316 $ 45,238,814 $ -
15,945,336 31,650,455 -
274,995 165,867 -
- - 42,946
$ 49,454,647 $ 77,055,136 $ = 42,946
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2) Bank credit limit

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Unsecured bank genel
credit limit
Amount use $ 1416,21+ $ 157246 $ 1,881,977 $ 1,892,40
Amount unuse 45,719,07 45,104,31 10,657,81 10,899,66

$ 47,135,18 $ 46,676,77 $ 12,529,78: $ 12,792,07

32. RELATED-PARTY TRANSACTIONS

Transactions, account balance and revenue and sxfetween the Company and its subsidiaries, which
are related parties of the Company, have beenrediedl on consolidation and are not disclosed sribte.
Transactions between the Company and other retaidiees were as follows:

Operating Transactions

Three Months Ended March 31
Sales Purchase
2013 2012 2013 2012

Other related parties - Employees’

Welfare Committee $ 22550 $ 219,617 $ - 3 -
Other related parties - other related

parties’ chairperson or its significant

stockholder, is HTC's chairperson 6,172 2,238,561 40,264 -

$ 28,722 $ 2,458,178 $ 40,264 $ -

The selling prices for products sold to relatedtiparwere lower than those sold to third partiesept
some related parties have no comparison with tisose to third parties. Purchase prices for related
parties and third parties were similar.

As of reporting date, receivables from relatedipanvere as follows:

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

Other related parties - Employees’

Welfare Committee $ 23497 $ - $ - 9 -
Other related parties - other related

parties’ chairperson, also as its

significant stockholder, is HTC's

chairperson 988 221,050 1,328,406 473

24485 $ 221,050 $ 1,328,406 $ 473
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As of reporting date, payables to related partiesevas follows:

March 31, December 31 March 31, January 1,

2013 2012 2012 2012
Other related parties - other related
parties’ chairperson, also as its
significant stockholder, is HTC'’s
chairperson $ 8444 $ 19,269 $ - $ -

The amounts outstanding are unsecured and willelied in cash. No guarantees have been given or
received. No expense has been recognized in threntwor prior period for bad or doubtful debts in
respect of the amounts owed by related parties.

Loans to Related Parties

March 31, December 31 March 31, January 1,

2013 2012 2012 2012
Associates
Principal $ 6,719,063 $ 6,554,025 $ - $ -
Interest receivables 69,644 46,068 - -
$ 6,788,707 $ 6,600,093 $ - 3 -

On July 19, 2012, the Company’s board of direcfmssed a resolution to offer US$225,000 thousand
short-term loan to Beats Electronics, LLC to supioe transition of Beats Electronics, LLC intoraghuct
company. This loan was secured by all the as$ddgats Electronics, LLC. Term loan must be repaid
in full no later than one year from signing datdazin agreement and the repayment can be madé at fu
any time during the term of the loan or at the yepent date. The calculation of interest is based o
LIBOR plus 1.5%, 3.5%, 5.5% and 7.5% for the figsiarter to the fourth quarter, respectively. The
interest income amounted to NT$90,501 thousanthfothree months ended March 31, 2013.

Compensation of Key Management Personnel

The remuneration of directors and other membekepfmanagement personnel for the three months ended
March 31, 2013 and 2012 were as follows:

Three Months Ended March 31

2013 2012
Short-term benefits $ 52,710 $ 49,364
Post-employment benefits 1,054 4,410

Other long-term benefits - -
Termination benefits - -
Share-based payments - -

$ 53,764 $ 53,774

The remuneration of directors and key executivedeiermined by the remuneration committee having
regard to the performance of individuals and maniestds.
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33.

34.

Other Related-party Transactions

a. To enhance product diversity, the Company edterte a trademark and technology license agreement
with associates and other related parties. Thaltyogxpense was NT$68,310 thousand for the three
months ended March 31, 2013. As of March 31, 28d8December 31, 2012, the amounts of unpaid
royalty were NT$83,354 thousand and NT$130,960<hnd, respectively.

b. Other related parties provide business conguligrvice to the Company. The business consulting
service fees were NT$1,308 thousand and NT$600s#rali for the three months ended March 31,
2013 and 2012, respectively. As of March 31, 2@e;ember 31, 2012, March 31, 2012 and January
1, 2012, the unpaid business consulting service fgere NT$0 thousand, NT$3,398 thousand,
NT$1,225 thousand and NT$210 thousand, respectively

c. The Company leased staff dormitory owned bylated party under an operating lease agreement.
The term of the lease agreement is from April 2@@2March 2015 and the rental payment is
determined at the prevailing rates in the surroumdirea. The Company recognized and paid rental
expenses amounting to NT$1,302 thousand for tleetimonths ended March 31, 2013 and 2012, each.

d. The Company purchased auxiliary facilities obwlding from other related parties. For the three
months ended March 31, 2013 and 2012, the Compait I9T$3,238 thousand and NT$31,929
thousand, respectively, for the purchases.

PLEDGED ASSETS

To protect the rights and interests of its emplsyde September 2012, the Company deposited unpaid
employee bonus in a new trust account. The tresbunt, which is under other current financial &sse
had amounted to NT$3,656,057 thousand and NT$®8883%housand as of March 31, 2013 and December
31, 2012, respectively.

As of March 31, 2013, December 31, 2012, March Z112 and January 1, 2012 the Company had
provided time deposits of NT$2,120 thousand, NT®3,thousand, NT$38,853 thousand and NT$68,700
thousand had been classified as other currentdiabassets, respectively, as collateral for redegdosits
and as part of the requirements for the Compargeta certificate from the National Tax Adminisioat

of the Northern Taiwan Province stating that it hadpending income tax.

COMMITMENTS, CONTINGENCIES AND SIGNIFICANT CONT RACTS

As of March 31, 2013, unused letters of credit amed to US$103 thousand.

Lawsuit

a. In April 2008, IPCom GMBH & CO., KG (“IPCom”)l&d a multi-claim lawsuit against the Company
with the District Court of Mannheim, Germany, allegthat the Company infringed IPCom’s patents.
In November 2008, the Company filed declaratongjudnt action for non-infringement and invalidity

against three of IPCom’s patents with the Washim@tourt, District of Columbia.

In October 2010, IPCom filed a new complaint agathe Company alleging patent infringement of
patent owned by IPCom in District Court of Dusséld@ermany.

-65 -



In June 2011, IPCom filed a new complaint against@ompany alleging patent infringement of patent
owned by IPCom with the High Court in London, thaitdd Kingdom. In September 2011, the
Company filed declaratory judgment action for nofrfingement and invalidity in Milan, Italy. Legal
proceedings in above-mentioned courts in Germarwlytha United Kingdom are still ongoing. The
Company evaluated the lawsuits and consideredgkef patents-in-suits are low. Also, preliminary
injunction and summary judgment against the Comgaawery unlikely.

In March 2012, Washington Court granted on the Caomgf{s summary judgment motion and ruled on

non-infringement of two of patents-in-suit, IPCorashfiled motion for reconsideration on the two

patents with the Appeal court. In December 2012 district court has granted a stay on case
currently in the US pending appeal decision.

As of the date that the board of directors approaed authorized for issuing consolidated financial
statements, there had been no critical hearingpada court decision been made, except for theeabov

From March 2010 onwards, Apple Inc. (“Apple”)dathe Company have filed patent infringement
actions against the other respectively in the Uht®rnational Trade Commission (“ITC"), U.S. Distri
Court for the District of Delaware, German distgourts, and English High Court. On November 11,
2012, the two companies have reached a globaksetit that includes the dismissal of all current
lawsuits and a ten-year license agreement. Thaesafthis license agreement covers both the curren
and future patents held by the parties as agreed apd specifically set forth in the agreementhwit
royalties payable as prescribed.

In January 2012, Eastman Kodak (“Kodak”) filethasuit against the Company concurrently with the
ITC and U.S. District Court of Western District Bew York (“New York court”), alleging that the
Company infringed its patents. Kodak requested #h@ New York court to prevent the Company
from exporting to and selling in United States desi made using Kodak's patents and damage
compensation, respectively. In January 2013, a bh8kruptcy judge presently approved the sale of
1,100 Kodak digital image patents including theep#-in-suit to a third party. All litigation
procedures involving the Company have been stayed.

In May 2012, Nokia Corporation (“Nokia”) filedlawsuit against the Company, concurrently with the
ITC, Delaware court and the District Courts of Maeim, Munich and Dusseldorf in Germany
("German courts”), alleging that the Company injexl its patents. Nokia requested ITC to prevent
the Company from exporting to and selling in Unitates devices made using Nokia’s patents and
requested Delaware court and German courts to gtamtage compensation upon Nokia. The
Company subsequently filed revocation actions ajailokia’s asserted patents in London High Court.
The Company evaluated that there is no directiogldietween the associated technology used in the
Company’s devices and patents claimed by Nokia.

On March 8, 2013, the District Court of Mannheirsrdissed Nokia’s infringement complaint against
the Company, including the German part of its ERQ2D (the ‘120 patent) and EP1312974 (the ‘974
patent). The Company also believes that both d@f ‘947 patent is invalid, and will continue with
invalidity actions pending in the English Patentsu@ and German Federal Patents Court. The
Company fully expects the patent to be revokedresdioy Nokia appeal proceedings take place.

On March 18, 2013, the District Court of Mannheiamtied down a judgment that the Company had
infringed the German part of its EP 0673175 (th&5'lpatent) entitled “Reduction of Power
Consumption in a Mobile Station”. However, the gatent only covers three handsets that the
Company no longer imports into Germany (the Wiklf8, Desire S and Rhyme). The Company will
be appealing the present decision but also belighagsthis patent is invalid and so will be contimgu
with the invalidity actions in the German Federatdnts Court and the English Patents Court. The
Company’s German business will not be affected by i
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35.

36.

On April 23, 2013, the District Court of Mannheinsihissed a complaint by Nokia that the Company
had infringed the German part of patent EP 1 58 (@ie ‘016 patent) entitled “A Communication
Network Terminal for Accessing Internet”, and awedtdhe Company its legal costs. The Company
believes that this patent is invalid and will bentwouing with the invalidity actions in the German
Federal Patents Court and the English Patents Court

As of the date that the board of directors approaed authorized for issuing consolidated financial
statements, there had been no critical hearingpadra court decision been made, except for theeabov

e. On the basis of its past experience and cotismgawith its legal counsel, the Company has measu
the possible effects of the contingent lawsuitg#®business and financial condition.

EXCHANGE RATES OF FINANCIAL ASSETS AND LIABILIT IES DENOMINATED IN

FOREIGN CURRENCIES

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

March 31, 2013 December 31, 2012 March 31, 2012 January 1, 2012
Foreign Foreign Foreign Foreign
Currencies Exchange Rate Currencies Exchange Rate Currencies Exchange Rate Currencies Exchange Rate
Financial assets
Monetary items
usb $ 2,217,767 29.86 $ 2,967,669 29.13 $ 2,972,851 29.51 $ 3,143,462 30.28
EUR 242,418 38.26 317,011 38.42 455,681 39.41 498,383 39.19
JPY 11,009,868 0.3175 10,626,742 0.3383 179,130 0.3593 373,750 0.3906
RMB 1,811,975 4.81 2,142,619 4.68 984,364 4.6737 1,344,825 4.77
Non-monetary items
usD 125,407 29.86 123,781 29.13 96,455 29.51 89,493 30.28
Investments accounted for
by the equity method
uUsb 170,070 29.86 193,639 29.13 2,215 29.51 2,500 30.28
Einancial liabilities
Monetary items
usD 2,789,016 29.86 3,107,166 29.13 3,129,541 29.51 3,372,400 30.28
EUR 261,633 38.26 297,681 38.42 498,907 39.41 583,741 39.19
JPY 13,607,172 0.3175 17,276,121 0.3383 594,546 0.3593 678,211 0.3906
RMB 2,026,314 4.81 2,310,079 4.68 1,543,807 4.6737 1,463,205 4.77

SIGNIFICANT CONTRACTS
Patent Agreement
The Company specializes in the research, designufaeture and sale of smart mobile devices. To

enhance the quality of its products and manufawguechnologies, the Company has patent agreenaents,
follows:

Contractor Contract Term Description
Apple, Inc. November 11, 2012 - November 10, The scope of this license agreement
2022 covers both the current and

future patents held by the parties
as agreed upon and specifically
set forth in the agreement, with
royalties payable as prescribed.

Microsoft February 1, 2009 - March 31, 2015 Authorization to use an embedded
operating system; royalty
payment based on agreement.

(Continued)
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Contractor

Contract Term Description

Qualcomm Incorporated.

Telefonaktiebolaget LM
Ericsson

Nokia Corporation

Inter Digital Technology
Corporation

KONINKLIJKE PHILIPS
ELECTRONICS N.V.

MOTOROLA, Inc.

December 20, 2000 to the following Authorization to use CDMA
dates: technology to manufacture and
sell units; royalty payment based

a. If the Company materially breach ~ on agreement.

any agreement term and fails to

take remedial action within 30 days

after Qualcomm'’s issuance of a

written notice, te Company will b

prohibited from using Qualcomm’s

property or patents.

b. Any time when the Company is not
using any of Qualcomm’s
intellectual property, the Company
may terminate this agreement upon
60 days’ prior written notice to
Qualcomm.

December 15, 2008 - December 14, Authorization to use the platform
2013 patent license; royalty payment
based on agreement.

January 1, 2003 - December 31, 2016Authorization to use wireless
technology, like GSM; royalty
payment based on agreement.

December 31, 2003 to the expiry dateduthorization to use TDMA and
of these patents stated in the CDMA technology; royalty
agreement. payment based on agreement.

January 5, 2004 to the expiry dates of GSM/DCS 1800/1900 patent
these patents stated in the agreementlicense; royalty payment based
on agreement.

December 23, 2003 to the latest of theTDMA, NARROWBAND CDMA,
following dates: WIDEBAND CDMA or
TD/CDMA standards patent
a. Expiry dates of patents stated in thelicense or technology; royalty
agreement. payment based on agreement.

b. Any time when the Company is nhot
using any of Motorola’s intelle¢gal

property.

Siemens Aktiengesellschaftiuly 2004 to the expiry dates of these Authorization to use GSM, GPRS

patents stated in the agreement. or EDGE patent license or
technology; royalty payment
based on agreement.

IV International Licensing November 2010 - June 2020 Authorization to use wireless

Netherlands, B.V.

technology; royalty payment
based on agreement.
(Concluded)
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37. OPERATING SEGMENT

Information reported to the chief operating decisimaker for the purposes of resource allocation and
assessment of segment performance focuses ondfge®ds or services delivered or provided. Under
IFRS 8 - “Operating Segments,” the Company is dmgghand managed as a single reportable business
segment. The Company’'s operations are mainly enrédsearch, design, manufacture and sale of smart
mobile devices, and the operating revenue is ni@ne 90 percent of the total revenue.

Operating segment financial information is as felo
Geographical Areas
The Company’s non-current assets (other than fiahnmmstruments, deferred tax assets and

post-employment benefit assets) located in Taiwadh ia single foreign country as of March 31, 2013,
December 31, 2012, March 31, 2012 and JanuarylP, @@re as follows:

March 31, December 31 March 31, January 1,
2013 2012 2012 2012
Taiwar $ 30,465,352 $ 30,004,905 $ 27,988,876 $ 26,579,662
Country W\ 5,005,352 5,077,921 5,215,001 5,236,960
Country X 1,173,908 1,249,807 10,203,765 10,271,855
Country Y 2,182 2,282 3,127 3,652
Country z 2,717 2,956 3,948 4,312
Other: 11,331,982 11,212,817 12,535,004 13,041,797

$ 47,981,493 $ 47,550,688 $ 55,949,721 $ 55,138,238

The Company’s revenues from Taiwan and from sifigteign country that were 10 percent or more of
consolidated total revenues for the three montde@&March 31, 2013 and 2012 were as follows:

Three Months Ended March 31

2013 2012

Taiwar $ 4,998,294 $ 6,687,953
Country W 11,320,459 5,584,103
Country X 7,582,119 10,504,699
Country Y 4,797,715 35,526
Country z 358,779 7,107,093
Other: 13,731,151 37,870,207

$ 42,788,517 $ 67,789,581

Major Customers

Revenues for the three months ended March 31, 368132012, from transactions with a single external

customer that were 10 percent or more were asiello

Three Months Ended March 3!

Custometr 2013

A $ 4,672,59

B 73,14«
$ 474573
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38. FIRST-TIME ADOPTION OF IFRSs
a. The basis of preparation for IFRS information
The Company'’s consolidated financial statementgHisre months ended March 31, 2013 was the first
IFRSs interim financial statements. The basis odparation followed the Note 4 significant
accounting policies, the Company also followed IFRS “First-time Adoption of International
Financial Reporting Standards”.

b. Effect of the transition from ROC GAAP to IFRSs

1)

Reconciliation of consolidated balance sheetffdanuary 1, 2012

Effect of the Transition from
ROC GAAP to IFRSs

Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Assets Assets
Current assets Current assets
Cash and cash $ 87,501,508 $ - $ (25,474,750) $ 62,026,758 Cash and cash a)
equivalents equivalents
Financial assets at fair 256,868 - - 256,868 Financial assets at fair
value through profit or value through profit or
loss - current loss - current
Available-for-sale 736,031 - - 736,031 Available-for-sale
financial assets - financial assets -
current current
Restricted assets - current 68,700 - 25,474,750 25,543,450 Other current financial a)
assets
Note and trade 64,719,791 - - 64,719,791 Note and trade
receivables, net receivables, net
Other current financial 1,947,665 - - 1,947,665 Other receivables
assets
Other receivables - 966 - - 966 Other receivables -
related parties related parties
Income tax receivables 263,116 - - 263,116 Current tax assets
Inventories 28,430,590 - - 28,430,590 Inventories
Prepayments 6,507,516 - - 6,507,516 Prepayments
Deferred income tax 2,246,196 - (2,246,196) - - b)
assets - current
Other current assets 249,644 - - 249,644 Other current assets
Total current assets 192,928,591 - (2,246,196) 190,682,395 Total current assets
Non-current assets Non-current assets
Held-to-maturity 204,597 - - 204,597 Held-to-maturity
financial assets - financial assets -
non-current non-current
Available-for-sale 279 - - 279 Available-for-sale
financial assets - financial assets -
non-current non-current
Financial assets 3,408,654 - - 3,408,654 Financial assets
measured at cost - measured at cost -
non-current non-current
Financial assets 3,408,654 - - 3,408,654 Financial assets
measured at cost - measured at cost -
non-current non-current
Investments accounted 71,732 - - 71,732 Investments accounted
for using the equity for using the equity
method method
Properties 21,512,478 - 203,155 21,715,633 Property, plant and 9), h)
equipment
Intangible assets 22,560,788 (342) 207,033 22,767,479 Intangible assets d), 9)
Refundable deposits 185,306 - - 185,306 Refundable deposits
Deferred charges 763,516 - (763,516) - - 9)
Deferred income assets 3,675,521 58,000 2,586,457 6,319,978 Deferred tax assets b), c)
tax - non-current
Prepaid pension cost - 183,703 (83,052) - 100,651 Prepaid pension cost - d)
non-current non-current
Other non-current assets 10,301,798 - 353,328 10,655,126 Other non-current assets  g), h)
Total non-current assets 62,868,372 (25,394) 2,586,457 65,429,435 Total non-current assets
Total $ 255,796,963 $ (25,394) $ 340,261 $ 256,111,830 Total
(Continued)
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Effect of the Transition from
ROC GAAP to IFRSs

Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Liabilities and Liabilities and
stockholders’ equity stockholders’ equity
Current liabilities Current liabilities
Note and trade payables $ 78,473,130 $ - $ - 78,473,130 Note and trade payables
Other payables 47,496,470 99,321 - 47,595,791 Other payables f)
Income tax payables 10,570,682 - - 10,570,682 Current tax liabilities
- - - 15,133,275 15,133,275 Provisions - current e)
Other current liabilities 16,794,415 - (15,133,275) 1,661,140 Other current liabilities e)
Total current liabilities 153,334,697 99,321 - 153,434,018 Total current liabilities
Non-current liabilities Non-current liabilities
- - - 340,261 340,261 Deferred tax liabilities b)
Guarantee deposits 42,946 - - 42,946 Guarantee deposits
received received
Total non-current 42,946 - 340,261 383,207 Total non-current
liabilities liabilities
Total liabilities 153,377,643 99,321 340,261 153,817,225 Total liabilities
Stockholders’ equity Equity attributable to
owners of the parent
Common stock 8,520,521 - - 8,520,521 Common stock
Capital surplus 16,619,594 (18,037) - 16,601,557 Capital surplus i)
Retained earnings 86,616,845 (74,837) - 86,542,008 Retained earnings c), d), f),
i), )
Other equity Other equity
Cumulative translation 32,134 (32,134) - - Accumulated balances j)
adjustments of exchange
differences resulting
from translating the
financial statements
of a foreign
operation
Net losses not (293) 293 - - - d)
recognized as
pension cost
Unrealized gains or 2,939 - - 2,939 Unrealized gains or
losses from losses from
available-for-sale available-for-sale
financial assets financial assets
Treasury shares (10,365,144) - - (10,365,144) Treasury shares
Total equity attributable 101,426,596 (124,715) - 101,301,881 Total equity attributable
to stockholders of the to owners of the parent
parent
Minority interest 992,724 - - 992,724 Non-controlling interest
Total stockholders’ 102,419,320 (124,715 - 102,294,605 Total equity
equity
Total $ 255,796,963 $ (25,394) $ 340,261 $ 256,111,830 Total
(Concluded)
2) Reconciliation of consolidated balance sheetf &arch 31, 2012
Effect of the Transition from
ROC GAAP to IFRSs
Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Assets Assets
Current assets Current assets
Cash and cash $ 79591273 % - $ (26,495,350) 53,095,923 Cash and cash a)
equivalents equivalents
Available-for-sale 737,392 - - 737,392 Available-for-sale
financial assets - financial assets -
current current
Restricted assets - current 38,853 - 26,495,350 26,534,203 Other current financial a)
assets
Note and trade 52,325,059 - - 52,325,059 Note and trade
receivables, net receivables, net
Other current financial 1,430,089 - - 1,430,089 Other receivables
assets
Income tax receivables 248,530 - - 248,530 Current tax assets
Inventories 28,993,944 - - 28,993,944 Inventories
Prepayments 6,383,271 - - 6,383,271 Prepayments
(Continued)
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ROC GAAP

Item

Deferred income tax
assets - current
Other current assets

Total current assets

Non-current assets

Held-to-maturity
financial assets -
non-current

Available-for-sale
financial assets -
non-current

Financial assets
measured at cost -
non-current

Investments accounted
for using the equity
method

Properties

Intangible assets
Refundable deposits
Deferred charges
Deferred income assets
tax - non-current
Prepaid pension cost -
non-current
Other non-current assets
Total non-current assets

Total

Liabilities and
stockholders’ equity

Current liabilities
Financial liabilities at fai
value through profit or
loss - current
Note and trade payables
Other payables
Income tax payables
Other current liabilities
Total current liabilities
Non-current liabilities
Guarantee deposits
received
Total non-current
liabilities
Total liabilities
Stockholders’ equity

Common stock
Capital surplus
Retained earnings

Other equity
Cumulative translation
adjustments

Net losses not
recognized as
pension cost

Unrealized gains or
losses from
available-for-sale
financial assets

Treasury shares

Total equity attributable
to stockholders of the
parent

Minority interest

Total stockholders’

equity

Total

Effect of the Transition from
ROC GAAP to IFRSs

Measurement
or Recognition Presentation IFRSs
Amount Difference Difference Amount Item Note
$ 2038910 $ - $ (2,038910) $ - - b)
77,174 - - 77,174 Other current assets
171,864,495 - (2,038,910) 169,825,585 Total current assets
Non-current assets
203,764 - - 203,764 Held-to-maturity
financial assets -
non-current
186,856 - - 186,856 Available-for-sale
financial assets -
non-current
3,472,035 - - 3,472,035 Financial assets
measured at cost -
non-current
316,145 - - 316,145 Investments accounted
for using the equity
method
22,471,729 - 218,070 22,689,799 Property, plant and g), h)
equipment
21,947,552 (342) 192,345 22,139,555 Intangible assets d), 9)
199,327 - - 199,327 Refundable deposits
798,067 - (798,067) - - g)
3,506,342 41,000 2,488,143 6,035,485 Deferred tax assets b), c)
189,111 (82,596) - 106,515 Prepaid pension cost - d)
non-current
10,732,715 - 387,652 11,120,367 Other non-current assets  g), h)
64,023,643 (41,938) 2,488,143 66,469,848 Total non-current assets
$ 235,888,138 $ (41,938) $ 449,233 $ 236,295,433 Total
Liabilities and
stockholders’ equity
Current liabilities
$ 210,837 $ - $ - $ 210,837 Financial liabilities at fai
value through profit or
loss - current
69,159,037 - - 69,159,037 Note and trade payables
37,011,993 83,754 - 37,095,747 Other payables f)
10,438,543 - - 10,438,543 Current tax liabilities
- - 14,879,493 14,879,493 Provisions - current e)
16,366,799 - (14,879,493) 1,487,306 Other current liabilities e)
133,187,209 83,754 - 133,270,963 Total current liabilities
Non-current liabilities
- - 449,233 449,233 Deferred tax liabilities b)
43,014 - - 43,014 Guarantee deposits
received
43,014 - 449,233 492,247 Total non-current
liabilities
133,230,223 83,754 449,233 133,763,210 Total liabilities
Equity attributable to
owners of the parent
8,520,521 - - 8,520,521 Common stock
16,619,594 (18,037) - 16,601,557 Capital surplus i)
91,084,037 (75,814) - 91,008,223 Retained earnings c), d), ),
0, 1)
Other equity
(664,130) (32,134) - (696,264 ) Accumulated balances j)
of exchange
differences resulting
from translating the
financial statements
of a foreign
operation
(293) 293 - - - d)
117,091 - - 117,091 Unrealized gains or
losses from
available-for-sale
financial assets
(14,065,490) - - (14,065,490) Treasury shares
101,611,330 (125,692) - 101,485,638 Total equity attributable
to owners of the parent
1,046,585 - - 1,046,585 Non-controlling interest
102,657,915 (125,692 - 102,532,223 Total equity
$ 235,888,138 $ (41,938) $ 449,233 $ 236,295,433 Total
(Concluded)
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Effect of the Transition from
ROC GAAP to IFRSs

3) Reconciliation of consolidated balance sheetff &cember 31, 2012

Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Assets Assets
Current assets Current assets
Cash and cash $ 53,878,067 $ - $ (2,911,924) $ 50,966,143 Cash and cash a)
equivalents equivalents
Financial assets at fair 6,950 - - 6,950 Financial assets at fair
value through profit or value through profit or
loss - current loss - current
Available-for-sale 37,902 - - 37,902 Available-for-sale
financial assets - financial assets -
current current
Held-to-maturity 101,459 - - 101,459 Held-to-maturity
financial assets - financial assets -
current current
Derivative financial 204,519 - - 204,519 Derivative financial
assets for hedging - assets for hedging -
current current
Restricted assets - current 3,649,520 - 2,911,924 6,561,444 Other current financial a)
assets
Note and trade 41,253,826 - - 41,253,826 Note and trade
receivables, net receivables, net
Other current financial 1,524,269 - - 1,524,269 Other receivables
assets
Other receivables - 6,600,093 - - 6,600,093 Other receivables -
related parties related parties
Income tax receivables 61,532 - - 61,532 Current tax assets
Inventories 23,809,377 - - 23,809,377 Inventories
Prepayments 4,965,814 - - 4,965,814 Prepayments
Deferred income tax 3,530,215 - (3,530,215) - - b)
assets - current
Other current assets 39,097 - - 39,097 Other current assets
Total current assets 139,662,640 - (3,530,215) 136,132,425 Total current assets
Non-current assets Non-current assets
Available-for-sale 197 - - 197 Available-for-sale
financial assets - financial assets -
non-current non-current
Financial assets 4,304,907 - - 4,304,907 Financial assets
measured at cost - measured at cost -
non-current non-current
Investments accounted 5,892,168 - - 5,892,168 Investments accounted
for using the equity for using the equity
method method
Properties 25,651,292 - 339,474 25,990,766 Property, plant and 9), h)
equipment
Intangible assets 11,520,674 (269) 162,765 11,683,170 Intangible assets d), 9)
Refundable deposits 190,142 - - 190,142 Refundable deposits
Deferred charges 897,164 - (897,164) - - 9)
Deferred income assets 4,427,776 83,915 4,178,151 8,689,842 Deferred tax assets b), c), d)
tax - non-current
Long-term receivables 4,369,350 - - 4,369,350 Long-term receivables
Prepaid pension cost - 205,989 (86,716) - 119,273 Prepaid pension cost - d)
non-current non-current
Other non-current assets 9,481,827 394,925 9,876,752 Other non-current assets  g), h)
Total non-current assets 66,941,486 (3.070) 4,178,151 71,116,567 Total non-current assets
Total $ 206,604,126 $ (3,070) $ 647,936 $ 207,248,992 Total
Liabilities and Liabilities and
stockholders’ equity stockholders’ equity
Current liabilities Current liabilities
Note and trade payables $ 73,618,197 $ - $ - $ 73,618,197 Note and trade payables
Other payables 39,173,722 93,451 - 39,267,173 Other payables f)
Income tax payables 2,713,373 - - 2,713,373 Current tax liabilities
- - - 8,881,514 8,881,514 Provisions - current e)
Other current liabilities 10,669,620 - (8.881,514) 1,788,106 Other current liabilities e)
Total current liabilities 126,174,912 93,451 - 126,268,363 Total current liabilities
Non-current liabilities Non-current liabilities
- - - 647,936 647,936 Deferred tax liabilities b)
Guarantee deposits 59,999 - - 59,999 Guarantee deposits
received received
Total non-current 59,999 - 647,936 707,935 Total non-current
liabilities liabilities
Total liabilities 126,234,911 93,451 647,936 126,976,298 Total liabilities
(Continued)
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Effect of the Transition from
ROC GAAP to IFRSs

Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Stockholders’ equity Equity attributable to
owners of the parent
Common stock $ 8,520,521 $ - $ - $ 8,520,521 Common stock
Capital surplus 16,619,594 (18,037) - 16,601,557 Capital surplus i)
Retained earnings 70,148,728 (46,697) - 70,102,031 Retained earnings c), d), ),
0, 1)
Other equity Other equity
Cumulative translation (1,057,559) (32,134) - (1,089,693) Accumulated balances j)
adjustments of exchange
differences resulting
from translating the
financial statements
of a foreign
operation
Net losses not (347) 347 - - - d)
recognized as
pension cost
Unrealized gains or 9,716 - - 9,716 Unrealized gains or
losses from losses from
available-for-sale available-for-sale
financial assets financial assets
Effective portion of 194,052 - - 194,052 Effective portion of
gains and losses on gains and losses on
hedging instruments hedging instruments
in a cash flow hedge in a cash flow hedge
Treasury shares (14,065,490) - - (14,065,490) Treasury shares
Total equity attributable 80,369,215 (96,529 - 80,272,694 Total equity attributable
to stockholders of the to owners of the parent
parent
Total $ 206,604,126 $ (3,070) $ 647,936 $ 207,248,992 Total
(Concluded)

4) Reconciliation of consolidated statement of coghpnsive income for the three months ended

March 31, 2012

Effect of the Transition from
ROC GAAP to IFRSs

Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item
Revenues $ 67,789,581 - $ - $ 67,789,581 Revenues
Cost of revenues 50,819,406 (9,021) - 50,810,385 Cost of revenues
Gross profit 16,970,175 9,021 - 16,979,196 Gross profit
Operating expenses Operating expenses
Selling and marketing 6,724,037 (1,789) - 6,722,248 Selling and marketing
General and 1,714,817 (744) - 1,714,073 General and
administrative administrative
Research and 3,426,778 (4,469 - 3,422,309 Research and
development development
Total operating expenses 11,865,632 (7,002) - 11,858,630 Total operating expenses
Operating profit 5,104,543 16,023 - 5,120,566 Operating profit
Non-operating income and 451,788 - - 451,788  Non-operating income and
expenses expenses
Profit before income tax 5,556,331 16,023 - 5,572,354  Profit before income tax
Income tax (751,357) (17,000) - (768,357) Income tax
Profit for the period $ 4804974 $ 977) $ - 4,803,997  Profit for the period
(696,264) Exchange differences
resulting from translating
the financial statements
of a foreign operation
114,152  Unrealized valuation gains
and losses from
available-for-sale
financial assets
- Income tax relating to
components of other
comprehensive income
(582,112) Other comprehensive
income and loss for the
period, net of income tax
$ 4,221,885 Total comprehensive
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5) Reconciliation of consolidated statement of coghpnsive income for 2012

Effect of the Transition from
ROC GAAP to IFRSs

Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Revenues $ 289,020,175 $ - $ - $ 289,020,175 Revenues
Cost of revenues 216,095,098 (5.772) - 216,089,326 Cost of revenues d), f)
Gross profit 72,925,077 5,772 - 72,930,849 Gross profit
Operating expenses Operating expenses
Selling and marketing 32,387,932 (5,369) - 32,382,563 Selling and marketing d), f)
General and 6,227,469 364 - 6,227,833 General and d), f)
administrative administrative
Research and 15,489,969 3,170 - 15,493,139 Research and d), f)
development development
Total operating expenses 54,105,370 (1,835) - 54,103,535 Total operating expenses
Operating profit 18,819,707 7,607 - 18,827,314 Operating profit
Non-operating income and 630,751 - - 630,751  Non-operating income and
expenses expenses
Profit before income tax 19,450,458 7,607 - 19,458,065 Profit before income tax
Income tax (1,861,272) 25,000 - (1,836,272) Income tax c)
Profit for the period $ 17,589,186 $ 32,607 $ - 17,621,793  Profit for the period

(1,089,693) Exchange differences
resulting from translating
the financial statements
of a foreign operation

6,777  Unrealized valuation gains
and losses from
available-for-sale
financial assets

194,052  Effective portion of gains
and losses on hedging
instruments in a cash

flow hedge
(5,382) Actuarial loss on defined d)
benefit pension plan
915 Income tax relating to d)

components of other
comprehensive income
(893,331) Other comprehensive
income and loss for the
period, net of income tax

$ 16,728,462 Total comprehensive

income
6) IFRS 1 optional exemptions

Under IFRS 1, an entity that adopts IFRS for thst fiime should apply all IFRSs in preparing
financial statements and should make adjustmemrtsspectively; however, the entity may select to
use certain optional exemptions and mandatory eiengpstated in IFRS 1. The main optional
exemptions the Company adopted were as follows:

a) Business combinations
The Company elected not to apply IFRS 3 - Busi@ssbination retrospectively to business
combinations that occurred before the date of ttiansto IFRSs. Thus, in the opening

balance sheet, the amount of goodwill generatet fpast business combinations remains the
same as that shown under ROC GAAP as of Decembh&031.
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b) Goodwill arising from business combinations &idvalue adjustments

In accordance with IAS 21 - “The Effects of ChangeBoreign Exchange Rates”, any goodwill
and any fair value adjustment to the carrying an®wf assets and liabilities arising on the
acquisition of a foreign operation should be trdates assets and liabilities of the foreign
operation. Thus, goodwill and those fair valueuatipents should be expressed in the foreign
operation’s functional currency and should be tied at the closing rate at the end of the
reporting period. The Company elected not to apfly 21 retrospectively to goodwill and
those fair value adjustments arising from busimessbinations that occurred before the date of
transition to IFRSs. Thus, goodwill and fair vahdjustments that occurred before the date of
transition to IFRSs are expressed in New Taiwatadolsing the historical exchange rates.

c) Share-based payment transactions

The Company elected to use the exemption from étespective application of IFRS 2 -
“Share-based Payment” to all equity instruments wexe granted and vested before the date of
transition to IFRSs.

d) Employee benefits

The Company elected to recognize all cumulativaua@l gains and losses on employee
benefits in accumulated earnings at the date péitian to IFRSs.

e) Accumulated balances of exchange differencesiltimg from translating the financial
statements of a foreign operation

The Company elected to reset the accumulated kedasfoexchange differences resulting from
translating the financial statements of a foreigmeration to zero at the date of transition to
IFRSs, and the reversal has been used to offsetratated earnings as of December 31, 2011.
Thus, the gain or loss on any subsequent dispdsdbreign operations should exclude
translation differences that arose before the ofatensition to IFRSs.

7) Material adjustment instructions of transitioorh ROC GAAP to IFRSs

a) Under ROC GAAP, the term “cash” used in therial statements includes cash on hand,
demand deposits, check deposits, time depositsatigatancellable but without any loss of
principal and negotiable certificates of depostttare readily salable without any loss of
principal. However, under IFRSs, cash equivalanés short-term, highly liquid investments
that are both readily convertible to known amowftsash and so near their maturity that they
present insignificant risk of changes in value. iAmestment normally qualifies as a cash
equivalent only when it has a short maturity obthmonths or less from the date of acquisition.
Some certificates of deposit the Company held haturty of more than 3 months from the
date of investment. Thus, as of January 1, Marth &d, December 31, 2012, the
reclassification adjustment resulted in decreasesT&$25,474,750 thousand, NT$26,495,350
thousand and NT$2,911,924 thousand, respectively;cash and cash equivalents” and
increases by the same amounts in “other curreahéial assets.”
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b) Under ROC GAAP, a deferred income tax assetability should be classified as current or

d)

noncurrent in accordance with the classificationttaf related asset or liability for financial
reporting. However, a deferred income tax assdiability that is not related to an asset or
liability for financial reporting should be classifl as current or noncurrent on the basis of the
expected length of time before it is realized dtleg. By contrast, under IFRSs, a deferred
income tax asset or liability is always classifesinoncurrent. Thus, as of January 1, March
31, and, December 31, 2012, the reclassificatiojusadent resulted in decreases of
NT$2,246,196 thousand, NT$2,038,910 thousand arBBNB0,215 thousand, respectively, in
“deferred income tax asset - current” and incredmethe same amounts in “deferred income
tax assets - non-current.”

Under ROC GAAP, deferred tax assets are recogrirzddll but are reduced by a valuation
allowance account if there is evidence showing ¢habrtion of or all the deferred tax assets
will not be realized. However, under IFRSs, antgmecognizes only to the extent that it is
highly probable that taxable profits will be avaikagainst which the deferred tax assets can be
used; thus, a valuation allowance account is netl.us Thus, as of January 1, March 31, and,
December 31, 2012, the reclassification adjustrmestilted in decreases of NT$11,132,656
thousand, NT$9,906,884 thousand and NT$6,445,408stnd, respectively, in “deferred
income tax assets” and in the valuation allowaramant. Also, as of January 1, March 31,
and December 31, 2012, the reclassification adgistmesulted in increases of NT$340,261
thousand, NT$449,233 thousand and NT$647,936 thdusaspectively, in “deferred income
tax assets” and “deferred income tax liabilities”.

Under ROC GAAP, deferred income tax assets abilliies from intergroup sales are

recognized for the change in tax basis using tkedte of ROC. However, under IFRSs, the
buyer’s tax rates are used instead. Thus, the BdR&tment as of January 1, 2012 resulted in
increases of NT$58,000 thousand each in “deferretbme tax assets” and “accumulated
earnings.” In addition, the evaluation adjustmemide on March 31, 2012 resulted in

increases of NT$41,000 thousand in “deferred incdase assets” and in “accumulated

earnings” and an increase in “income tax” by NT$00, thousand. Also, the evaluation

adjustment made on December 31, 2012 resulted dreases of NT$83,000 thousand in
“deferred income tax assets” and in “accumulatedirgs” and a decrease in “income tax” by
NT$25,000 thousand.

Under IFRS 1, the Company elected to recognizeumulative actuarial gains and losses
relating to employee benefits at the date of tteorsito IFRSs. Thus, as of January 1, 2012,
the IFRS adjustment resulted in a decrease of NB833thousand in “accumulated earnings”
due to decreases in “deferred pension cost” by MZ®Bousand, “defined benefit assets” by
NT$83,052 thousand and “net loss not recognizqzkbasion cost” by NT$293 thousand.

As of March 31, 2012, the IFRS adjustment resutieal decrease in “accumulated earnings” by
NT$83,231 thousand due to decreases in “defernesique cost” by NT$342 thousand, “defined
benefit assets” by NT$82,596 thousand and “net fusisrecognized as pension cost” by
NT$293 thousand. In addition, this adjustment ltedun decreases in “cost of revenues” by
NT$138 thousand, “selling and marketing expenseg” N¥$38 thousand, “general and
administrative expenses” by NT$43 thousand ande@eh and developing expenses” by
NT$237 thousand.

As of December 31, 2012, the IFRS adjustment reduih a decrease in “accumulated
earnings” by NT$86,417 thousand due to decreasésdeferred pension cost” by NT$269
thousand, “defined benefit assets” by NT$86,71@ishod, “net loss not recognized as pension
cost” by NT$347 thousand and increase in “defemedme tax assets” by NT$915 thousand.
In addition, this adjustment resulted in decrease€gost of revenues” by NT$473 thousand,
“selling and marketing expenses” by NT$526 thouségeneral and administrative expenses”
by NT$193 thousand and “research and developingresgs” by NT$545 thousand.
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e) Under ROC GAAP, if an obligation is probable (ilikely to occur) and the amount could be

f)

9)

h)

reasonably estimated, it is a contingent liabiityd should be accrued for, but under which
account is not clearly defined. However, under 36Rit defines “provisions” as obligations
that are probable (i.e., more likely than not) @he amount could be reasonably estimated.
Thus, as of January 1, March 31, and, December2@12, the reclassification adjustment
resulted in decreases of NT$15,133,275 thousan@14l879,493 thousand and NT$8,881,514
thousand, respectively, in “other current liabei#i and increases by the same amounts in
“provisions - current.”

Accumulated compensated absences are not addréssexisting ROC GAAP; thus, the
Company has not recognized the expected cost dbgegbenefits in the form of accumulated
compensated absences at the end of reporting periddowever, under IFRSs, when the
employees render services that increase theidesnént to future compensated absences, an
entity should recognize the expected cost of engddyenefits at the end of reporting periods.
Thus, as of January 1, 2012, the IFRS adjustmenttesl in an increase in “accrued expenses”
by NT$99,321 thousand and a decrease by the samenanm “accumulated earnings.” In
addition, the evaluation adjustment made on Marth 2012 resulted in (a) a decrease in
“accumulated earnings” by NT$83,754 thousand duantincrease of “accrued expenses”; (b)
decreases in “cost of revenues” by NT$8,883 thaiis&elling and marketing expenses” by
NT$1,751 thousand, “general and administrative eges’ by NT$701 thousand and “research
and developing expenses” by NT$4,232 thousand. o,Ale evaluation adjustment made on
December 31, 2012 resulted in (a) a decrease ioutaclated earnings” by NT$93,451
thousand due to an increase of “accrued expengles’decreases in “cost of revenues” by
NT$5,299 thousand and “selling and marketing expghdy NT$4,843 thousand and (c)
increases in “general and administrative expendgsNT$557 thousand and “research and
developing expenses” by NT$3,715 thousand.

Under ROC GAAP, deferred charges are classifieder other assets. Transition to IFRSSs,
deferred charges are classified under “propergntphnd equipment”, “other intangible assets”
and “other assets - other” according to the natufidhus, as of January 1, March 31, and,
December 31, 2012, the Company reclassified NT®#4T70thousand, NT$429,618 thousand
and NT$571,485 thousand, respectively, of “defermthrges” to “property, plant and

equipment”; and reclassified NT$207,033 thousan@i$192,345 thousand and NT$162,765
thousand, respectively, of “deferred charges” tohéo intangible assets” and reclassified
NT$146,266 thousand, NT$176,104 thousand and NT$9182thousand, respectively, of

“deferred charges” to “other assets - other”.

The Company purchased fixed assets and madaypnepts, pursuant to the “Rules Governing
the Preparation of Financial Statements by Seearifissuers”. Such prepayments are
presented as “properties”. Transition to IFRSg, pihepayments are classified under “other
assets - other”. Thus, as of January 1, MarchaBtl, December 31, 2012, the Company
reclassified NT$207,062 thousand, NT$211,548 thadisand NT$232,011 thousand,

respectively, of “property, plant and equipment™ather assets - other”.

Under ROC GAAP, if an investee issues new shareb an investor does not purchase new
shares proportionately, capital surplus and thg-tenm equity investment accounts should be
adjusted for the change in the investor's holdiegcpntage and interest in the investee’s net
assets. By contrast, under IFRSs, a reductiomw#stor’'s ownership interest that results in
loss of significant influence on or control over mvestee would be treated as a deemed
disposal, with the related gain or loss recognipeprofit or loss. An entity may elect not to
adjust the difference retrospectively, and the Camypelected to use the exemption from
retrospective application. The IFRS adjustmentilted in a decrease of capital surplus -
long-term equity investments of NT$18,037 thousaamtl a corresponding increase of
accumulated earnings by related rules.
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J) The Company elected to reset the accumulatehbab of exchange differences resulting from
translating the financial statements of a foreigreration to zero at the date of transition to
IFRSs, and the reversal has been used to adjuginatated earnings as of January 1, 2012.
The gain or loss on any subsequent disposals of fargign operations should exclude
accumulated balances of exchange differences irggfiiom translating the financial statements
of a foreign operation that arose before the dateansition to IFRSs. Therefore, the IFRS
adjustment resulted in a decrease in accumulatithdes of exchange differences resulting
from translating the financial statements of a ifgmeoperation and an increase in accumulated
earnings by NT$32,134 thousand each.

8) Material adjustment to consolidated statememiash flows

Under ROC GAAP, using the indirect method, thergges and dividends received and interests
paid were usually classified as operating cashd|cand dividends paid were usually classified as
financial cash flows and supplemental cash flow®rination is provided for interests paid.

However, under IFRS 7, cash flows from interest dividends received and paid shall each be
disclosed separately. Each shall be classifiea consistent manner from period to period either
as operating, investing or financing activities.hus, for the three months ended March 31, 2012,
the cash flows of interests and dividends receivethe amount of NT$166,472 thousand and

NT$764 thousand were disclosed separately.

As of January 1, March 31 and December 31, 204 teposits with original maturities more than

three months amounted to NT$25,474,750 thousan®2B,#95,350 thousand and NT$2,911,924
thousand, respectively, and not to be classifiettash and cash equivalents” in accordance with
IFRSs since they are held for investment purpog@r more details of this adjustment, please refer

to Note 38 section b.7)a).

Except for the above, the Company’s consolidatetestent of cash flows in accordance with
IFRSs and ROC GAAP had no other significant diffiees.
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