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A letter to Shareholders
Dear Shareholders,

With the increasingly high market demands for video sensors on mobile
devices such as notebook, tablet, mobile phone, automobile, and monitoring field,
the video sensor wafer processing is advancing towards 12-inch advanced process
constantly. To cope with such market demands, Xintec set up the product line for
300mm 3D Wafer Level Chip Scale Package and got into volume production in
2015 smoothly. The related investment is expected to bring profits gradually after
the customer’'s 12-inch video sensor is integrated. At the meantime, such
investment and technology will be applied in other sensor fields in the future, which
will bring new opportunities for the company.

In the part of vehicle sensor, Xintec is the globally largest and the unique wafer
level scale package supplier that can meet the vehicle specifications. As driving
safety is valued more and more, the demands and outputs for package meeting
vehicle specification are growing dramatically. With special technology, long product
life, and stable revenue, the package meeting vehicle specification gradually
becomes the foundation for stable growth of Xintec.

Besides the video sensor, the new optical sensor, the accelerometer, the
gyroscope and other MEMS sensors have become the standard accessories for
mobile and wearable device. After dedication in these fields over the years, the
achievement has been shown in Xintec’s operating performance. In addition, the
biological recognition sensor derived to cope with the privacy protection and
financing trading demands started to provide service for the existing customers
since 2015. Moreover, it has successfully developed various 3D wafer level scale
package solutions and provided accreditation for customer products successively.
All these ensure Xintec’s leading position in biological sensor product package, and
also lay solid foundation for the future growth.

Revenue and Profit

Xintec’s sales revenue was NT$4,878 million in 2015 which represented a
decrease of 1% over NT$4,934 million in 2014; the net income of 2015 was NT$147
million, which was a decrease of 77% compared to NT$629 million in the previous
year; earnings per share was NT$0.56 in 2015.

Corporation Development

Sustainable development and growth are the commitments made for the
shareholders and the society. Xintec cooperates with IC design, wafer
manufacturers and end customers to develop innovative wafer package
technologies, and also expands the application of original technologies on different
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products, which makes contributions to surpass More than Moore law. The wafer
level scale package and post passivation interconnect technologies of video sensor
have been expanded to the vehicle electronics and monitoring devices. Another
successful case is that the Through Silicon Via (TSV) technology is applied in Micro
Electro Mechanical Systems (MEMS). With the rapid development of (Internet of
Things, 10T), the demands for small Integrated Smart Sensor are more intensive.
The advanced integrated 3D wager level scale package solution actively developed
by Xintec becomes a critical technology for the customer to cut in the 10T market,
which is also the core technology for Xintec's sustainable development.

Technology and Innovation

The development of advanced technologies and improvement of
manufacturing technologies can elevate the competitiveness of the enterprise.
Moreover, the brand-new technology can also bring breakthroughs for the customer
and the market. The improved manufacturing technology can increase the yield rate.
Both are Xintec's commitments made for the customer and the market. In 2015, it
didn’t only integrate 3D wafer level scale package technology in the accelerometer
sensor smoothly, but also expand such technology to biological recognition chip
and environment sensing products. Moreover, the successful integration of thick
copper technology in volume production of passive components inspires Xintec to
integrate TSV technology. Xintec combines these two technologies and applies
them in RF component, which is also introduced in the volume production.

In 2016 Xintec will expand 12-inch wafer level scale package technology to new
application fields as MEMS and biological recognition, and will also focus on the
integration of advanced wafer level package technologies, such as TSV and Post
Passivation Interconnect, Advanced 3D Wafer Based Stacking Technologies, so as
to provide SiP package solution for the heterogeneous components. In this way, it
can meet the intensive demands for highly-integrate and smaller smart devices in
the IoT market. With such technology, the customer can reduce the product design
complexity and simplify the product manufacturing process and cost for the end
customer, assisting the end user to get the preemptive opportunities in 10T market.

Visions and Outlook

In the prospect of 2016, Xintec is closely correlated to the three industries with
explosive growth triggered by loT market. In the part of Smart Car, a large number
of video sensors are required to realize in-vehicle and out-vehicle monitoring or
autonomous driving. As the globally unique supplier for vehicle video sensor wafer
level scale package, it surely plays a critical role. In the fields of Smart Home and
City, Xintec’s 3D wafer package solution will be a sharp weapon for the customer to
get into the key sensors such as video sensor component, biological recognition
chip and environment sensors. To cope with the explosive growth of drone, the slim
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micro package matching its system requirements can be applied in multiple
sensors such as the video sensor, the accelerometer and the gyroscope, as well as
the wireless connection components. It is estimated that the wafer level scale
package will lead the trend in the drone field. In the future, Xintec will speed up the
development to provide the technologies upon market demands. Moreover, it will
actively expand the existing technologies to more fields, to surpass More than
Moore law and become the leader of advanced wafer level packaging service.

Finally, we would like to express our thankfulness to all shareholders for your

continuing support and contributions to Xintec. We wish you all the best of health
and prosperity in the year ahead.

Chairman and President, Ro bert Kuan



II. Company Introduction
A. Funding date : September 11. 1998

B. Formation History :

Year

Milestones

Sep, 1998

Xintec Inc. founded in capital NT$280 million.

May, 2000

Signatured technology licensing agreement with Engineering and IP
Advanced Technologies Ltd. (Original ShellCase Ltd.) to
engages in wafer level chip scale packaging.

Oct, 2000

Constructed facility in Zhongli Industrial District, Taoyuan City.

Oct, 2001

Commenced mass production.

Mar, 2002

ISO9000 certification.

Feb, 2003

QS9000 certification.

Dec, 2003

Xintec became a public company.

Jul, 2004

Became bonded factory.

Sep, 2004

Stock began trading on Emerging Stock Market.

Jan, 2005

1ISO14001 EMS certification.

Dec, 2005

TL9000 QMS certification.

Dec, 2005

VisEra Holding Company (Cayman Islands) held 30% shares of Xintec
and became the biggest shareholder.

Dec, 2005

8” CSP capacity reached 10,000 chips on Line-A plant.

Sep, 2006

8” CSP capacity reached 20,000 chips on Line-A plant.

Dec, 2006

Procured Line-B plant.

Jan, 2007

Strategic introduction of TSMC invested 43% shares of the Company to
become the largest shareholder by private placement of securities.

Sep, 2007

8” CSP capacity reached 40,000 chips.

Dec, 2007

OHSAS18001 certification.

Dec, 2007

12"Capacity reached 2,000 chips on Hsinchu plant.

Jan, 2009

TOSHMS cetrtification.

Nov, 2010

Line-A of the Zhongli factory received Good Performance Certificate from
Occupational Safety and Health Administration, Council of Labor Affairs,
Executive Yuan.

Dec, 2010

ISO/TS16949 QMS certification.

Feb, 2011

Procured Line-C plant.

Mar, 2011

Line-B of the Zhongli factory received Good Performance Certificate from
Occupational Safety and Health Administration, Council of Labor Affairs,
Executive Yuan.

Jul, 2011

Canceled Hsinchu branch and moved back Hsinchu plant to Zhongli plant.

Jul, 2012

The Zhongli factory passed the Greenhouse Gas Inventory Assessment.
and was assured by external auditors.

Sep, 2012

The Zhongli factory passed the Main Products Carbon Footprint
Assessment and was assured by external auditors.

Aug, 2013

8” Capacity of Biometric sensors build.

Mar, 2015

Stock began trading on OTC.
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A. Company Organization

1. Organization Chart

lIl. Corporate Governance Report

Sharehold's
Meeting
|
Board of || Audit Committee
DireCtOfS Compensation Committee
|
Chairman
Internal Audit
President
[ l I I I | l
Human . . Quality & Sales & Research & .
Legal Finance Supporting o . Operation
Resource Reliability Marketing Development




2.Department functions :

Department

Functions

Internal Audit

Responsible for assisting the board of directors and managers to review the internal
control system and to measure the effectiveness and efficiency of operations, and provide
recommendations timely to ensure implement internal control system effectively and as a
proof to review the internal control system.

Human Resource

Responsible for manpower planning, recruitment & staffing, compensation & benefit,
training & development, employee services and relations.

Legal Responsible for IP legal affairs and negotiation, contract review and negotiation, corporate
legal affairs, legal disputes or litigation management.

Finance Responsible for financial and accounting service, tax management, investment
management, financial planning, capital allocation and annual performance evaluation.

Supporting Responsible for information system development, material requirements planning,

procurement management, import/export management, warehouse management, capacity
and planning.

Quality & Reliability

Responsible for quality and reliability management.

Sales & Marketing

Responsible for business development, customer negotiation, demand forecasting, market
information gathering, product roadmap planning, pricing and business support.

Research & Responsible for project leading-in, new process development, technology research and
Development mask design.
Operation Responsible for manufacturing, production engineering, equipment maintenance, process

integration, factory affairs, ESH and risk management.




B. Information on the company’s directors, supervisors, general manager, assistant general manager, deputy assistant general manager,
and the chiefs of all the company’s divisions and branches
1. Directors:
(1) Directors information:

April 16, 2016
i . Shareholding by Managers Are Spouse or Within
Shareholding Current Spouse & Minor _ )
Nationality or . X Nominee Second-degree Relative of
First Elected| Elected | Term when elected Shareholding Shareholding o
Title Name Place of Arrangement Education & Selected Past Positions Selected Current Positions Consanguintiy to Each Other
) ) Date Date (year)
Registration Shares % Shares % | Shares % Shares % Title Name Relation
Special Project Director, Taiwan Semiconductor|President, Xintec Inc.
Manufacturing Company Ltd.(TSMC) Chairman & CEO, VisEra Technology
Backend Technology and Service Division|Company, Ltd.
Director, Taiwan Semiconductor Manufacturing|Director, VisEra Holding Company
Company Ltd.(TSMC) (Cayman islands)(Note1)
Robert Kuan R.O.C. 4/29/2011 | 6/13/2013 3 0 0 128,000 | 0.05 0 0 0 0 |Operation Vice president, Systems on Silicon None None None
Manufacturing Co.
Chairman Master, Department of Materials Science and
Enginering, National Tsing Hua University
B.S. degree in Department of materials Science
and Enginering, National Cheng Kung University
Representative 18,503,622
of 'FSMC R.O.C. 3/5/2007 | 6/13/2013 3 94,950,005( 40.18 | 92,778,303 34.47 0 0 (Note1) 6.87 |- - - - -
Senior Director of mainstream Fabs, TSMC Vice President, Operations / Mainstream
Fab12 Director, Fab6 Director, and Fab3 Director, | Fabs of TSMC
J.K. Lin R.O.C. 1/10/2014 | 1/10/2014 3 0 0 0 0 0 0 0 0 |TsmC Director, Subsidiaries of TSMC None None None
B.S. degree in Industrial Education & Technology,
Director National Changhua University of Education
Representative 18,503,622
of 'I?SMC R.O.C. 3/5/2007 | 6/13/2013 3 94,950,005( 40.18 | 92,778,303 34.47 0 0 (Note1) 6.87 |- - - - -
Professor of College of Law at National Taiwan|Chairman of Compensation Committee,
University Xintec
Director, IACL Taiwan Branch Professor of College of Law at National
Independent Director, KGI Bank Taiwan University
Independent Independent Director, Global Unichip Corp. Director, IACL Taiwan Branch
Director Wen-Yeu Wang ROC. 6/13/2013 | 6/13/2013 8 0 0 0 0 0 0 0 0 Independent Director, President Chain Store|Independent Director, KGI Bank None None None
Corporation Independent Director, Global Unichip Corp.
Ph. D., Stanford Law School Independent Director, President Chain
Store Corporation




Shareholding by

Managers Are Spouse or Within

Shareholding Current Spouse & Minor . .
Nationality or X X Nominee Second-degree Relative of
First Elected| Elected | Term when elected Shareholding Shareholding o
Title Name Place of Arrangement Education & Selected Past Positions Selected Current Positions Consanguintiy to Each Other
) ) Date Date (year)
Registration Shares % Shares % | Shares % Shares % Title Name Relation
President, Vanruard International Semiconductor|Member of Compensation Committee,
Co. Xintec
Consultant to the President of TSMC North
America on special projects
Independent TSMC's Vice President of Worldwide Marketing
Director C.S. Hsu R.O.C. 6/13/2013 | 6/13/2013 3 0 0 0 0 0 0 0 0 and Sales Special Projects None None None
Senior Vice President, Winbond Electronics Corp.
Vice President of Hualon Microelectronics Corp.
R&D Director, Samsung Electronics
PhD, Physics, Columbia University
Finance Vice President, Vanruard International|Chairman of the Audit Committee and a
Semiconductor Co. member of Compensation Committee,
Vice President, Country Banking Head, Bank of|Xintec
Independent ) America, NTSA Independent Director, Anpec Electronics
Robert Hsieh R.O.C. 6/13/2013 | 6/13/2013 3 0 0 0 0 0 0 0 0 MBA, National Taiwan University Corporation None None None
Director B. S. degree in Department of Nuclear|independent Director, Pou  Sheng
Engineering, National Tsing Hua University International (Holdings) Limited
A member of Compensation Committee,
Motech Industries Inc

Notel : VisEra Holding Company (Cayman Islands) was the sudsidiary indirectly invested by tsmc.

Note2 : Juristic director of Taiwan OmniVision Investment Holding Co., Ltd. and tsmc had resigned one seat of director on November 20, 2015 and December 4, 2015.




(2) Major Shareholders of the Institutional Shareholders:
As of 07/05/2015 (last record date)

Major Shareholders of the Institutional

Institutional Shareholder Shareholders Percentage
Taiwan Semiconductor ADR-Taiwan Semiconductor Manufacturing 20.69%
Manufacturing Company, Ltd. Company, Ltd.

National Development Fund, Executive Yuan 6.38%
JPMorgan Chase Bank N.A. Taipei Branch in 2 47%
custody for Saudi Arabian Monetary Agency
Government of Singapore 2.45%
JPMorgan Chase Bank N.A. Taipei Branch in 1.37%
custody for EuroPacific Growth Fund
JPMorgan Chase Bank N.A. Taipei Branch in 1.24%
custody for ABU DHABI Investment Authority
Cathay Life Insurance Co., Ltd. 1.11%
Vanguard Emerging Markets Stock Index
Fund, a Series of Vanguard International 0.97%
Equity Index Funds
Norges Bank 0.91%
JPMorgan Chase Bank, N.A., Taipei Branch

0.89%

in custody for Stichting Depositary




(3) Institutional Shareholder Representatives for Major Shareholders of the
Institutional Shareholders:
As of 04/16/2016

L Major Shareholders of the
Institutional Shareholder . Percentage
Institutional Shareholders
Cathay Life Insurance Co., Ltd. | Cathay Financial Holding Co., Ltd. 100.00%
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(4) Independence Analysis of Board Members under Taiwan SFC Criteria:

Qualification Has over five years work experience and following professional
Independence Attribute (See Notes Below)
qualifications
College Instructor or | Cort Judge, Business, Legal,
Current
Higher Level in Prosecutor,Attorney, | Finance, Accounting
Positions at
Business, Legal, CPA or other Certified | or company business
Other
Finance, Accounting |Professional expert required working 1|12 |34 7181910
Companies
Name or company related to company Experience
business related business
area
Robert Kuan v v |v |V v Iiv |V None
J.K. Lin v vV iiviv|Vv v Iiv |V None
Wen-Yeu Wang v v v v IV I|Iiv |V viI|iv |V 3
C.S. Hsu v vV | v I|Iv |V v iv | v |v None
Robert Hsieh v vV iiviv|Vv v Iiv |V 2

Notes: The Directors and Supervisors comply with the following conditions from two years before being elected

and during his tenure in office:

(1) Not an employee of this Company or its affiliates.

(2) Not a Director or Supervisor of the Company or its affiliates. (However, this does not apply, in cases where
the person is an Independent Director of the company, its parent company, or any subsidiary in which the
company directly or indirectly holds more than 50% of the voting shares.)

(3) Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor
children, or held by the person under others’ names, in an aggregate amount of one percent or more of the
total number of outstanding shares of the Company or ranking in the top ten in holdings.

(4) Not a spouse, second-degree relative or fifth degree relative of those listed in the above three items.

(5) Not a director, supervisor, or employee of a corporate shareholder that directly holds five percent or more of
the total number of outstanding shares of the Company or that holds shares ranking in the top five in
holdings.

(6) Not a director, supervisor, manager or a shareholder holding five percent or more of the shares of a
company or institution that has a business or financial relationship with the Company.

(7) Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole
proprietorship, partnership, company, or institution that, provides commercial, legal, financial, accounting
services or consultation to the Company or to any affiliate of the company, or a spouse thereof.

(8) Not a spouse of or a second degree relative of any other Director of the Company.

(9) No violations of Article 30 of the Company Act.

(10) Not a governmental, judicial person or its representative as defined by Article 27 of the Company Act.

-11-



2. Executive Officers:

April 16, 2016
| Shareholding Spouse & Minor Shareholding by Mezagerz ;Zre Spo:selz c:'r Wltfhm
naugura ' : Selected Current econd-degree kelative o Status of

: : ; Shareholdin Nominee Arrangement : P
Title Name [Nationality tion date 9 9 Education & Selected Past Positions Positions Consanguintiy to Each Other ESOP
Shares % Shares % Shares % Title Name |Relation
President Robert | R.O.C. | 9/2/2011 | 128,000 0.05 0 0 0 0 Director, Special Projects, TSMC Chairman & CEO,
Kuan Vice President, Operation, SSMC VisEra )

Master, Materials Science and Engineering, I:H)lr%qtor,c VisEra|  None None None
National Tsing Hua University olding “ompany

Supporting CALin R.O.C. 1/6/2006 79,412 0.03 0 0 0 0 Sr. Director, HannStar

Vice President Manager, Thin Film Tech. Committee, TSMC
Master, Materials Science and Engineering, None None None None
National Cheng Kung University

Sales & Nick Wen [ R.O.C. | 9/3/2007 | 30,023 0.01 0 0 0 0 Sr. Manager, Business Development, TSMC

Marketing Director, Product Business, AVCT

Vice President Director, Marketing, Megic
Sr. Director, Bumping, SPLI
Sr. Manager, Product Engineering, AmKor
Sr. Director, Business Development, Unitive None None None None
Manager, Research & Development, CYNTEC
Section Manager, Electronics/Materials, ITRI
Master, Materials Science and Engineering,
National Cheng Kung University

Research & Yens Ho [ R.O.C. | 8/2/2010 | 86,586 0.03 0 0 0 0 Manager, F6 Diffusion Engineering, TSMC

Development Ass_istant Professor, Electrical Engineering, Note 1

Vice President glgté%r;aels Kaohsiung University of Applied None None None None
Ph.D., Electrical Engineering, National Tsing
Hua University

Quality & LS Yeou R.O.C. [11/10/2008| 38,798 0.01 0 0 0 0 Manager, QR, TSMC

Reliability Master, Materials Science and Engineering, None None None None

Vice President University of Houston

Operation WLFang | R.O.C. | 9/1/2011 0 0 0 0 0 0 Deputy Director, Special Projects, TSMC

Vice President Deputy Director, F8, TSMC
Master, Materials Science and Engineering, None None None None
National Taiwan University

Finance Simon Lin| R.O.C. 8/1/2001 21,762 0.01 0 0 0 0 Manager, Accounting, GVC

Sr. Director Principal , Accounting, LITEON None None None None
Bachelor, Accounting, Soochow University

Internal Audit LK Huang| R.O.C. | 3/6/2014 1,313 0.00 0 0 0 0 Director, PMM & IT, Xintec

Director Director, Supply Chain, Hannspree
Manager, Manufacturing Technology, TSMC None None None None
Ph.D., Industrial Engineer and Engineering,
National Tsing Hua University

Notel : Please refer to Status of Employee Stock Option Plan in Note K.
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3. Remuneration to Directors, Supervisors and Management Team
(1) Remuneration to Directors:

December 31, 2015, Unit:

NT$Thousand; Thousand shares

Remuneration to Directors

Compensation Earned by a Direrctor Who is an employee of Xintec

A+B+C+D as % Number of A+E:CD;D:EN+T+G
q S % O e
Remuneration Retirement Com.pensatlon © Transportation of Net Income Salary and Bonus (E) Retirement Pay Employee Compensation Number of Employees Income oth
Title Name *) pay(8) Directors(C) ©) (Note 4) 1) ©) Employees Stock Restricted Stock ther
(Note 3) Options (H) 10) Remuneration
Xintec & Xintec & Xintec & Xintec & Xintec & Xintec & Xintec & Xintec Xintec & Xintec & Xintec & Xintec &
. intec . intec . intec . intec . intec . intec . intec e . intec . intec . intec
Affiliates
Xintec | »tiiates| <" | Affiliates| ™€ | Affiliates | ¢ | affiliates | <™EC [affiliates | O | Affiliates | " | Affiliates Xintec | ptiiates | M€ | Affiliates | €S | Affiliates
Cash | Stock Cash | Stock
IRobert Kuan
Chairman  |Representative of 0 0 0 0 600 600 507 507 | 0.8% | 08% | 15330 15,330 0 0 472 0 472 0 0 0 0 0 115% | 11.5% None
Tsmc
lLora Ho (Note 1)
Director ~ |[Representative of 0 0 0 0 556 556 120 120 | 05% | 05% 0 0 0 0 0 0 0 0 0 0 0 0 0.5% 0.5% None
TSMC
0K Lin
Director Representative of 0 0 0 0 600 600 120 120 | 05% | 05% 0 0 0 0 0 0 0 0 0 0 0 0 0.5% 0.5% None
TSMC
Hongli Yang(Note 2)
Representative of
Director Taiwan OmniVision 0 0 0 0 533 533 110 110 | 04% | 0.4% 0 0 0 0 0 0 0 0 0 0 0 0 0.4% 0.4% None
Investment
Holding Co., Ltd.
g‘i‘:s&i?dem Wen-Yeu Wang 600 | 600 | © 0 0 0 120 120 | 05% | 0.5% 0 0 0 0 0 0 0 0 0 0 0 0 0.5% 0.5% None
g‘ﬁg&ii‘dem C.S. Hsu 600 | 600 | 0O 0 0 0 120 120 | 05% | 05% 0 0 0 0 0 0 0 0 0 0 0 0 0.5% 0.5% None
g‘ﬁg&ii‘dem Robert Hsieh 600 | 600 | 0O 0 0 0 120 120 | 05% | 05% 0 0 0 0 0 0 0 0 0 0 0 0 0.5% 0.5% None

Notel: Juristic director had resigned on December 4, 2015.
Note2: Juristic director had resigned on November 20, 2015.
Note3: NT$2,290 thousand of compensation to directors (had decucted NT$1,800 thousand paid to individual directors) for 2015 had been proposed by the Company’s board of directors on February 3, 2016.The

appropriations are to be presented for approval in the Company’s shareholders’ meeting.
Note4: The amount included SARs were exercised and the Company paid and the cost from the Company issue new shares for cash and reserved for subscription by employees.
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Range of Remunerations

Range of Remunerations to
Directors (NT$)

Name of directors

Summation of the first 4 items
(A+B+C+D)

Summation of the first 7 items (A+B+C+D+E+F+G)

Less than 2,000,000

Xintec Xintec & Affiliates Xintec Xintec & Affiliates
Robert Kuan: Robert Kuan: Lora Ho: Representative of |Lora Ho: Representative of
Representative of |Representative of TSMC, J.K. Lin: TSMC, J.K. Lin:

TSMC, Lora Ho:
Representative of
TSMC, J.K. Lin:
Representative of
TSMC, Hongli
Yang:
Representative of
Taiwan OmniVision
Investment
Holding Co., Ltd.,
Wen-Yeu Wang,
C.S. Hsu, Robert
Hsieh

TSMC, Lora Ho:
Representative of
TSMC, J.K. Lin:
Representative of
TSMC, Hongli Yang:
Representative of
Taiwan OmniVision
Investment

Holding Co., Ltd.,
Wen-Yeu Wang, C.S.
Hsu, Robert Hsieh

Representative of TSMC,
Hongli Yang: Representative
of Taiwan OmniVision
Investment Holding Co., Ltd.,
Wen-Yeu Wang, C.S. Hsu,
Robert Hsieh

Representative of TSMC,
Hongli Yang: Representative
of Taiwan OmniVision
Investment Holding Co., Ltd.,
Wen-Yeu Wang, C.S. Hsu,
Robert Hsieh

2,000,000 (included) ~ 5,000,000
(excluded)

5,000,000 (included) ~ 10,000,000
(excluded) )

10,000,000 (included) ~ 15,000,000
(excluded) )

15,000,000 (included) ~ 30,000,000
(excluded)

Robert Kuan: Representative
of TSMC

Robert Kuan: Representative
of TSMC

30,000,000 (included) ~ 50,000,000
(excluded) )

50,000,000 (included) ~
100,000,000(excluded) )

Over than 100,000,000

Total

(2) Remuneration to Supervisors

: None
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(3) Remuneration to President and Vice Presidents:

December 31, 2015, Unit: NT$thousand

Retirement pay . 0 Number of Number of
S?\Ilarty:EA) (B) Bonus (C) Employee((:’\cr(r)r;ggr)lsatlon ©) AJ;?\TCETD as % Employees Stock Employees
(Notel) (Note2) orNet Income Options Restricted Stock
. - Other
Title Name Xintec ;(\;gltg iei Remuneration
" Xintec & " Xintec & : Xintec & . Xintec &| . Xintec & . Xintec &
Xintec | ‘affiiates | XIM€C | Affiliates | XINEC | Affiliates Xintec | affiliates | <" | Affiliates| M€C |ffiliates
Cash |Stock| Cash | Stock
President Robert
Kuan
Vice .
President CALin
Vice .
President Nick Wen
V'Ce_ Yens Ho |36,730| 36,730 648 648 1,222 | 1,222 | 2,247 0 [2247| 0 |[27.8% | 27.8% 0 0 0 0 &
President
Vice
President LS Yeou
Vice
President WL Fang
Sr. Director | Simon Lin

Notel: The amount included SARs were exercised and the Company paid NT$11,000 thousand and the cost of NT$1,853 thousand from the Company issue new

shares for cash and reserved for subscription by employees.
Note2: The amount was the Company makes contributions to employees’ pension account.
Note3: The employee compensation above was a tentative estimate.
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Range of Remunerations

Range of Remunerations to President and
Vice Presidents (NT$)

Name of President and Vice Presidents

Xintec

Xintec & Affiliates

Less than 2,000,000

2,000,000 (included) ~ 5,000,000 (excluded)

CA Lin, Nick Wen, Yens Ho, LS
Yeou, WL Fang, Simon Lin

CA Lin, Nick Wen, Yens Ho, LS
Yeou, WL Fang, Simon Lin

5,000,000 (included) ~ 10,000,000 (excluded))

10,000,000 (included) ~ 15,000,000 (excluded) )

15,000,000 (included) ~ 30,000,000 (excluded)

Robert Kuan

Robert Kuan

30,000,000 (included) ~ 50,000,000 (excluded) )

50,000,000 (included) ~ 100,000,000(excluded) )

Over than 100,000,000

Total

7

7

(4) Employee compensation granted to the management team

Unit: NT$Thousand

Remunerations
Title Name Stock Cash Total as of Net
Income
President Robert Kuan
g Vice President | CALin
€ £ Vice President Nick Wen
% © Vice President Yens Ho 0 2,247 2,247 1.5%
= | Vice President LS Yeou
s Vice President | WL Fang
Sr. Director Simon Lin

Note: The employee compensation above was a tentative estimate.

4. Analysis of the proportion of the total remuneration of directors, supervisors, general

managers and deputy general managers of the Company paid by the Company and all
companies in the consolidated financial statement to net profit after tax in individual
financial statements of the recent two years.

The remuneration paid to directors were NT$5,437 thousand and NT$5,307
thousand in 2014 and 2015, the proportion of remuneration to net income were 0.9%
and 3.6%, mainly were remunerations from performing duties, allowance for
transportation, remuneration from distribution of earnings according to Company’s
Articles. Remuneration policy set forth in Company’s Articles of Incorporation was
resolved by the shareholders’ meeting. It was set up depend on the directors’ degree
of involvement to the company’s operation, contribution value, industry standard and
was resolved by Board of Directors and Remuneration Committee meetings.

The remuneration paid to general managers and deputy general manager were
NT$39,315 thousand and NT$40,847 thousand in 2014 and 2015, the proportion of
remuneration to net income were 6.3% and 27.8%. Remuneration was depending on
Regulations for Management of recruitment and appointment and was resolved by
Compensation Committee and Bord of Directors.

The policy of compensation was set up depend on personal ability and
performance, contribution of the Company’s operations and industry standard. The
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company had controled the future risks so the compensation policy had low relation
with the furture risks.

C. Implementation of Corporate Governance
1. Information on implementation of Board of Directors:

A total of six (A) meetings of the Board of Directors were held in 2015. The
attendance of director and supervisor were as follows:

Title Name Attendance | By Proxy | Attendance Remarks
In person(B) rate (%) (B/A)
Robert Kuan:
H 0,
Chairman | penresentative of TSMC 6 0 100%
J.K. Lin:
H 0,
Director | Representative of TSMC 5 1 83%
. Lora Ho: Juristic director had resigned on
Director | Representative of TSMC 4 0 67% December 4, 2015.
Hongli Yang
) Representative of Taiwan Juristic director had resigned on
Director | omnivision Investment 0 6 0% November 20, 2015.
Holding Co., Ltd.
Independent | Wen-Yeu Wang
) 6 0 100%
Director
Independent | C.S. Hsu
, 3 3 50%
Director
Independent | Robert Hsieh
) 6 0 100%
Director

Other mentionable items:

1.1f there are circumstances referred to in Article 14-3 of the Securities and Exchange Act and
resolutions of the directors’ meetings objected to by independent directors or subject to
gualified opinion and recorded or declared in writing, the dates of the meetings, sessions,
contents of motion, all independent directors’ opinions and the company’s response should
be specified: None

2.1f there are directors’ avoidance of motions in conflict of interest, the directors’ names,

contents of motion, causes for avoidance and voting should be specified:

(1) Board of Directors approved remuneration paid to individual directors of 2014 on February 4, 2015.
Individual directors avoided voting causes for avoidance of motions in conflict of interest.

(2) Board of Directors approved incentive bonus of fourth quarter of 2014 and shares for subscription of issuing
new shares for manager with the identity of director on February 4, 2015. Robert Kuan, Chairman and
President avoided voting causes for avoidance of motions in conflict of interest.

(3) Board of Directors approved remuneration and compensation for directors of 2014 and 2015 on March 11,
2015. Individual directors avoided voting causes for avoidance of motions in conflict of interest.

(4) Board of Directors approved employee cash compensation, performance evaluation and remuneration of
2014, salary adjustment and remuneration of 2015 for manager with the identity of director on March 11,
2015. Robert Kuan, Chairman and President avoided voting causes for avoidance of motions in conflict of
interest.

(5) Board of Directors approved incentive bonus of first quarter of 2015 for manager with the identity of director
on May 7, 2015. Robert Kuan, Chairman and President avoided voting causes for avoidance of motions in
conflict of interest.

(6) Board of Directors approved sale of equipment for operation to VisEra technologies company Ltd on August
6, 2015. Robert Kuan and J.K. Lin, representative of TSMC and Hongli Yang, representative of Taiwan
OmniVision Investment Holding Co., Ltd. (represent by Robert Kuan) avoided voting causes for avoidance
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of motions in conflict of interest.

(7) Board of Directors approved incentive bonus of second quarter of 2015 for manager with the identity of
director on August 6, 2015. Robert Kuan, Chairman and President avoided voting causes for avoidance of
motions in conflict of interest.

(8) Board of Directors approved sale of equipment for operation to TSMC on November 5, 2015. Robert Kuan
and J.K. Lin, representative of TSMC and Hongli Yang, representative of Taiwan OmniVision Investment
Holding Co., Ltd. (represent by Robert Kuan) avoided voting causes for avoidance of motions in conflict of
interest.

3.Measures taken to strengthen the functionality of the board:

(1) The Company set up Remuneration Committee on November 11, 2011, which assisted the Board in
executing and evaluating the Company’'s compensation and benefit polocies, and the directors’ and
executives’ compensation.

(2) The Company set up Audit committee in 2013, made up by three independent directors to strengthen the
functionality of the board.

2. Information on implementation of Audit Committee:

The Company has established an Audit Committee on Jun 13, 2013. A total of five (A)
meetings of the Audit Committee were held in 2015. The attendance of the independent
directors was as follows:

Title Name Attendance | By Proxy | Attendance | Remarks
In person(B) rate (%) (B/A)
Independent director Wen-Yeu Wang 5 0 100%
Independent director C.S. Hsu 4 1 80%
Independent director Robert Hsieh 5 0 100%

Other mentionable items:

1. If there are the circumstances referred to in Article 14-5 of the Securities and
Exchange Act and resolutions which were not approved by the Audit Committee but
were approved by two thirds or more of all directors, the dates of meetings, sessions,
contents of motion, resolutions of the Audit Committee and the Company’s response to

the Audit Committee’s opinion should be specified: None

2. If there are independent directors’ avoidance of motions in conflict of interest, the
directors’ names, contents of motion, causes for avoidance and voting should be
specified: None

3. Communications between the independent directors, the Company's chief internal
auditor and CPAs:

(1)The Company's chief internal auditor has communicated the result of the audit
reports to the members of the Audit Committee periodically, and has presented the
findings of all audit reports.

(2)The CPAs are required to communicate to the Audit Committee the findings for the
financial reports, as well as those matters communication of which is required by
law.

3. Attendance of Supervisors at Board Meetings:

The Board had been reelected on Jun 13, 2013, and set up Audit Committee
make up by three independent directors, and abolished Supervisors.
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Listed Companies”

4. Corporate Governance Implementation Status and Deviations from “the Corporate Governance Best-Practice Principles for TWSE/TPEX

Evaluation ltem

Implementation Status

Deviations from
“the Corporate
Governance
Best-Practice

: Principles for
Yes | No Abstract lllustration TWSE/TPEx Listed
Companies” and
Reasons
1. Does the company establish and disclose V (The Company doesn’t establish the Corporate Governance |[The Company will
the Corporate Governance Best-Practice Best-Practice Principles. The Company will set up in the future |establish at an
Principles based on  “Corporate and consider the actual operation situation and internal and |opportune
Governance Best-Practice Principles for external environment. moment.
TWSE/TPEX Listed Companies”?
2. Shareholding structure & shareholders’ No difference
rights
(1) Does the company establish an| V (1)The Company has created the spokesman and deputy
internal operating procedure to deal spokesman system to deal with shareholders’ suggestions,
with  shareholders’  suggestions, doubts and disputes.
doubts, disputes and litigations, and
implement based on the procedure?
(2) Does the company possess the list of| V (2)The Company acquired the statement of shareholding changes

its major shareholders as well as the
ultimate owners of those shares?

from directors and shareholders holding more than ten percent
of the total shares of the company to process the list of major
shareholders of the actual control of the company.
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Evaluation Item

Implementation Status

Deviations from
“the Corporate
Governance
Best-Practice
Principles for

Yes | No Abstract Illustration ,
TWSE/TPEX Listed
Companies” and
Reasons
(3) Does the company establish and| V (3)The Company set up and implemented the internal control
execute the risk management and system and relevant rules. Internal auditors supervised the
firewall system within its status of implement periodically.
conglomerate structure?
(4) Does the company establish internal| V (4)The Company established the procedure for processing
rules against insiders trading with internal significant information against insiders trading with
undisclosed information? undisclosed information and advocacy regularyly of no trading
of the Company’s securities with undisclosed information.
3. Composition and Responsibilities of the No difference
Board of Directors
(1) Does the Board develop and| V (1) In determining the board composition of the company, we have

implement a diversified policy for the
composition of its members?

(2) Does the company voluntarily
establish other functional committees
in addition to the Remuneration

Committee and the Audit Committee?

ensured the diversity of board members by taking into account
various factors including (but not limited to) gender, age,
cultural and educational background, and professional
experience, expertise and knowledge. The appointment of
board members is based on their talents and merits and the
nomination is made with consideration to both the objective
conditions and the diversity of board composition.

(2)The Company doesn’t establish other functional committees,
but it can supervise operation of the company by Bord of
directors and audit committees.
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Evaluation Item

Implementation Status

Deviations from
“the Corporate
Governance
Best-Practice
Principles for

website to disclose both financial

relevant departments to maintain and disclose information

Yes | No Abstract Illustration ,
TWSE/TPEX Listed
Companies” and
Reasons
(3) Does the company establish a| V (3)The Company has established regulations for measure the
standard to measure the performance of the directors and implements it periodically.
performance of the Board, and
implement it annually?
(4) Does the company regularly evaluate| V (4)The Company evaluates independence and suitability of CPAs
the independence of CPAS? periodically. The Company acquired statement of
independence of CPAs and statement of independence of
audit committees. And the Company filled the evaluation form
of independent and suitable to check it and approved by the
audit committees and Bord of directors.
. Does the company establish a|V The Company has served as the spokesman and deputy|No difference
communication channel and build a spokesman of external communication channels. On the
designated section on its website for company website set up reporting system of violation of ethical
stakeholders, as well as handle all the behavior, providing customers, vendors or other interested
issues they care for in terms of corporate parties to report the Company’s misconduct.
social responsibilities?
. Does the company appoint a|V The Company has appointed Taishin International Commercial [No difference
professional shareholder service agency Bank Co., Ltd. Stock Transfer Agency Department to handle
to deal with shareholder affairs? shareholders.
6. Information Disclosure
(1) Does the company have a corporate | V (1)The company has set up the company website, and instructed |No difference

-21-




Evaluation Item

Implementation Status

Deviations from
“the Corporate
Governance
Best-Practice
Principles for

Yes | No Abstract Illustration ,
TWSE/TPEX Listed
Companies” and
Reasons
standings and the status of corporate about the company's financial and operation.
governance?
(2) Does the company have other| V (2)The Company has appointed designated people to file financial
information disclosure channels (e.g. or operational informations periodically and important
buildingg an  English  website, information in MOPS. The Company has created the
appointing designated people to spokesman and deputy spokesman system.
handle information collection and
disclosure, creating a spokesman
system, webcasting investor
conferences
. Is there any other important information | V (1)Regarding environmental protection, the Company is in|No difference

to facilitate a better understanding of the
company’s corporate governance
practices (e.g., including but not limited
to employee rights, employee wellness,
investor relations, supplier relations,
rights of stakeholders, directors’ and
supervisors’ training records, the
implementation of risk management
policies and risk evaluation measures,
the implementation of customer relations
policies, and purchasing insurance for
directors and supervisors)?

compliance with regulations and requirements related to
environmental protection, safety, green products, and other
aspects of sustainable development. The Company constantly
follows the latest trends of international environmental
protection to reinforce a sense of eco-responsibility. To fulfill
the duties of a member of the global community, the Company
takes the initiatives to develop and implement various carbon
footprint reduction programs, cutting electric energy
consumption and reducing greenhouse-gas (GHG) emissions.
These efforts help relieve the greenhouse effect.

(2)Regarding labor rights and interests, the Company constantly
works on improving its work environment and occupational
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Evaluation Item

Implementation Status

Yes

No

Abstract lllustration

Deviations from
“the Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX Listed
Companies” and
Reasons

safety and health management system to provide equal
employment opportunity and to prevent injury accidents and
occupational diseases.

(3)Regarding employee rights aspect, forming of the Employee
Welfare committee, implementing employee retirement
pension plan, having employee organization insurance and
holding periodic medical examination as well as providing
various kinds of channels of employee training classes etc. for
continuous education.

(4)In terms of supplier management, the company has
established a supplier assessment system to ensure that
suppliers meet the quality and environmental requirements of
the corporate policies. Besides, a supplier appraisal system is
also established to ensure the conduct of supplier assessment
and the effective communication with suppliers, so as to create
a good upstream-downstream relationship and achieve the
sustainable development of the industrial chain.

(5)In terms of information confidentiality, we respect and do our
best to protect the security of technical documents and
materials of customers. With both the customers and the
suppliers, the company will sign a confidentiality agreement
with legally binding terms on the specific rights and obligations
of different parties. Inside the company, a committee for
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Evaluation Item

Implementation Status

Deviations from
“the Corporate
Governance
Best-Practice
Principles for

Yes | No Abstract Illustration ,
TWSE/TPEX Listed
Companies” and
Reasons
protection of confidential information is specifically established,
and we require our staff to comply with relevant confidentiality
regulations and to implement security management policies, so
that we can ensure confidentiality of the corporate information
and of our customers’ information.
(6)The Company filed relevant information in accordance with the
provisions of the Act to protect the rights of investors and other
interested parties.
(7/)The Company has not mandated directors to study
professional course but encourage them to participate
according to individual needs.
(8)The Company purchased liability insurance for the directors for
the implementation of corporate governance.
8. Has the company implemented a \% None.

self-evaluation report on corporate
governance or has it authorized any other
professional organization to conduct such
evaluation? If so, please describe the
opinion from the Board, the result of self
or authorized evaluation, the major
deficiencies, suggestions, or
improvements.
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5. Composition, Responsibilities and Operations of the

Remuneration Committee:

(1) Composition: The Compensation Committee was established on Nov 11, 2011. And to
reelecton June 13, 2013. It comprised of three independent directors by Wen-Yeu

Wang (convener) ~ C.S. Hsu ~ Robert Hsieh.

Criteria Has over five years work experience and )
Independence Attribute(Notel)
following professional qualifications

College Court Judge, |Business,

Instructor or Prosecutor, Legal,

Higher Level in|Attorney, CPA |Finance, O’\:rL:g:bF?L:l;)I{c

Business, or other Accounting or Companies in | Remark

Legal, Certified company WhFi)ch the (:£2)

Title Finance, Professional  |business Individual is

Accounting or |expert related |required Concurrentl

company to company working Serving as a);]

business business Experience 213|145 1|6/|7 Remur?eration

related area Committee

Member
Name
Independent |Wen-Yeu
director Wang v v v v v v VY 3 Yes
Independent |C.S. Hsu
director d A AR AN Yes
Independent |Robert
director Hsieh v v Y 2 Yes
Notel: Please tick the corresponding boxes that apply to a member during the two years prior to

being elected or during the term(s) of office.

1. Not an employee of the Company or any of its affiliates.
2. Not a director or supervisor of affiliated companies. Not applicable in cases where the

person is an independent director of the parent company, or any subsidiary in which the
Company holds, directly or indirectly, more than 50% of the voting shares.

3. Not a natural-person shareholder who holds shares, together with those held by the

person’s spouse, minor children, or held by the person under others’ names, in an
aggregate amount of 1% or more of the total number of outstanding shares of the
Company, or ranking in the top 10 in holdings.

4. Not a spouse, relative within the second degree of kinship, or lineal relative within the

third degree of kinship, of any of the persons in the preceding three sub-paragraphs.

5. Not a director, supervisor, or employee of a corporate shareholder who directly holds 5%

or more of the total number of outstanding shares of the Company, or who holds shares
ranking in the top five holdings.

6. Not a director, supervisor, officer, or shareholder holding 5% or more of the shares of a

specified company or institution which has a financial or business relationship with the
Company.

7. Not a professional individual, who is an owner, partner, director, supervisor, or officer of a

sole proprietorship, partnership, company, or institution that provides commercial, legal,
financial, accounting services or consultation to the Company or to any affiliate of the
Company, or a spouse thereof.

8. Not a person of any conditions defined in Article 30 of the Company Law.

Note2: Does meet Item 5 of Article 6 of "Regulations Governing the Appointment and Exercise of

Powers by The Remuneration Committee of a Company Whose Stock is listed on the Stock
Exchange or Traded over the Counter".
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(2) Responsibilities:
a. Set and regularly review the company's "Remuneration Committee's Procedures"

and proposed the suggestion to revise.
b. Periodically assess and determine the overall remuneration policy.

c. Periodically assess and determine the remuneration of the directors and
managers.

d. Set and regularly review the policies, regulations, standards and structures for
evaluating the directors' and managers' performance and remuneration.

(3) Operations of the Remuneration Committee:

a. Remuneration Committee of the Company’s has three members.

b. Tenure period: June 13, 2013 to Jun 12, 2016. A total of 5 (A) Remuneration

Committee meetings were held

in 2015. The attendance

Remuneration Committee members was as follows:

record of the

Title Name Attendance | By Proxy | Attendance rate Remarks
In person(B) (%) (B/A)
Convener Wen-Yeu Wang 5 0 100%
Committee C.S. Hsu 2 3 40%
Member
Committee Robert Hsieh 5 0 100%
Member

Other mentionable items:

1. If the board of directors declines to adopt or modifies a recommendation of the remuneration
committee, it should specify the date of the meeting, session, content of the motion, resolution by the
board of directors, and the Company’s response to the remuneration committee’s opinion (eg., the
remuneration passed by the Board of Directors exceeds the recommendation of the remuneration
committee, the circumstances and cause for the difference shall be specified): None.

2. Resolutions of the remuneration committee objected to by members or subject to a qualified opinion
and recorded or declared in writing, the date of the meeting, session, content of the motion, all
members’ opinions and the response to members’ opinion should be specified: None.
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6. Performance of Social Responsibilities

Evaluation ltem

Implementation Status

Deviations from “the
Corporate Social
Responsibility
Best-Practice Principles

Yes| No Abstract Explanation for TWSE/TPEX Listed
Companies” and
Reasons
1. Corporate Governance Implementation
(1)Does the company establish its| V (2)The Company was established corporate social No difference

corporate social responsibility policy
and examine the results of the
implementation?

(2)Does the company provide
educational training on corporate
social responsibility on a regular
basis?

(3)Does the Company set up exclusively
(or concurrently) dedicated units to
promote corporate social
responsibility, and authorize high
level managers to handle and report
to the Board of Directors?

(4)Does the company declare a
reasonable salary remuneration
policy, and integrate the employee
performance appraisal system with
its corporate social responsibility
policy, as well as establish an
effective reward and disciplinary
system?

responsibility policy and corporate social responsibility
committee on September 2015.

(2)The company will annually hold community responsibility

educational training, through the executive and employee
communication meeting, periodic advocacy of government
related orders, the company’s vision, mission and aim, and
spreading the business philosophy of integrity, innovation,
customer orientation.

(3) The Human Resource Department and the Environmental

Safety Department, will together be responsible and create
a good communication query channel, strengthening the
copartnership  between the employees, suppliers,
contractors, clients, government institution and community
organization communication, fulfiling to the best its
corporate society responsibility.

(4)Combining the company’s the business philosophy and

performance efficiency managing system, setting clearly
defined Recognition and Discipline Procedure, and periodic
auditing of employee’s performance efficiency.
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Evaluation Iltem

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Social
Responsibility
Best-Practice Principles
for TWSE/TPEX Listed
Companies” and
Reasons

2. Sustainable Environment Development

(1) Does the company endeavor to
utilize all resources more efficiently
and use renewable materials which
have low impact on the environment?

(2) Does the company establish proper
environmental management systems
based on the characteristics of their
industries?

(3) Does the company monitor the
impact of climate change on its
operations and conduct greenhouse
gas inspections, as well as establish
company strategies for energy
conservation and carbon reduction?

(1)The Company is devoted to improving the efficiency and
recycling of resources and has formulated related resource
management procedures and built an water management
and recovery system.

(2)The Company has built sound environmental management
procedures and systems and has obtained ISO 14001
Environmental Management System Certification as of
January 2005.

(3) The Greenhouse Gas Inventory Assessment and Carbon
Footprint of Main Products assessment were completed; it
was assured by External Auditors in 2012.

No difference
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Evaluation Iltem

Implementation Status

Deviations from “the
Corporate Social
Responsibility
Best-Practice Principles

Yes| No Abstract Explanation for TWSE/TPEX Listed
Companies” and
Reasons
3. Preserving Public Welfare
(1) Does the company formulate | V (1)Xintec will establish a system, a wholesome organization, |No difference

appropriate  management policies guarantee the employee’s lawful rights, specially in abiding
and procedures according to the labor standard law and government related orders,
relevant  regulations and the create working regulations, to serve as the basis for all to
International Bill of Human Rights? follow in managing its employees. With regards to
applicants or recruitment for employment, screening, hiring,
auditing, promoting etc, it can not due to one’s gender have
difference in treatment (But work nature that is only
appropriate for special gender is not within this limit).
Recruiter will consider the actual demand and hire, and
using public screening method demand for equal
opportunity, with human talent as basis for selection. The
new staff must first passed screening or auditing, and in
accordance to new staff employment regulations, after all

processes have been approved, be officially employed.
(2) Has the company set up an| V (2)Xintec offers an Employee Relations Hotline that provides a
employee hotline or grievance channel for employees to express their opinions regarding
mechanism to handle complaints their work and the overall work environment. The employee
with appropriate solutions? relations team ensures all cases are handled with care

under the supervision of the first-line managers.

Vv (3)Xintec holds the employee health inspection activities yearly

(3) Does the company provide a healthy
and safe working environment and
organize training on health and
safety for its employees on a regular
basis?

and provides the doctors and nurses in accordance with
related law. We also implement health enhance activities
and attend ESH monthly meeting to ensure personnel
safety and reduce the impact of accidents.
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Evaluation Iltem

Implementation Status

Deviations from “the
Corporate Social
Responsibility
Best-Practice Principles

Yes| No Abstract Explanation for TWSE/TPEX Listed
Companies” and
Reasons
(4)Does the company setup a|V (4)Xintec values two-way communications and is committed to
communication channel with keeping the communication channels between the
employees on a regular basis, as management level and their subordinates, as well as
well as reasonably inform employees among peers, open and transparent. To ensure that
of any significant changes in employees’ opinions and voices are heard, and their issues
operations that may have an impact are  addressed  effectively, impartial  submission
on them? mechanisms, including labor-management meeting and
monthly communication meeting are in place to provide
timely support and ensure that employees are informed of
current policies.
(5)Xintec not only assesses and provides feedback on
(5)Does the company provide its| V employees’ skills and interests, but also offers training and
employees with career development development activities that match their career development
and training sessions? objectives and job needs.
(6)The company had established defect prevention
(6)Does the company establish any| V mechanisum and customer complaint response system,
consumer protection mechanisms and detection checking mechanism from the entire supply
and appealing procedures regarding chain upstream and downstream checked for customers
research development, purchasing, and responded quickly.
producing, operating and service? (7)The company upholds the concept of integrity to treat
(7)Does the company advertise and| V customers, customers oriented, provides customers with
label its goods and services the necessary technical, good quality and service.
according to relevant regulations and
international standards? (8)The company will evaluate the environment management
(8)Does the company evaluate the| V policy of new suppliers before taking on business

records of suppliers’ impact on the
environment and society before

partnerships.
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Deviations from “the
Corporate Social
Responsibility

Implementation Status

Evaluation Item Best-Practice Principles
Yes| No Abstract Explanation for TWSE/TPEX Listed
Companies” and
Reasons
taking on business partnerships?
(9)Do the contracts between the| V (9)New contracts with suppliers should disclose the suppliers
company and its major suppliers should be transparent, open, pay attention to shareholders’
include termination clauses which eqyity and strive to achive social responsibility.

come into force once the suppliers
breach the  corporate  social
responsibility policy and cause
appreciable impact on the
environment and society?

4. Enhancing Information Disclosure No difference
(1)Does the company disclose relevant| V (1)The company will disclose the implementation status of
and reliable information regarding its corporate social responsibility on the annual report.

corporate social responsibility on its
website and the Market Observation
Post System (MOPS)?

5. If the Company has established the corporate social responsibility principles based on “the Corporate Social Responsibility Best-Practice
Principles for TWSE/TPEX Listed Companies”, please describe any discrepancy between the Principles and their implementation:
The Company has not established the corporate social responsibility principles, but expect to establish on 2016.

6. Other important information to facilitate better understanding of the company’s corporate social responsibility practices :
- To go green, use of disposable chopsticks has been substituted with reusable chopsticks, along with other eco-friendly policies including
waste sorting and reduction, emission reduction, greening, recycling, water and electricity conservation.
- Implement “1+1” disabled hiring program which is sponsored by government, and obtain award.
- Hire disabled employees from Jhungli Special Education Training Center continuously and donate furniture, and obtain appreciation.
- Donate prizes to 2010 International Disabled Day which is held by Hsinchu County.
- Be selected as a Chairman of Jhungli Standard Factory Management Committee in 2011.
- Participate in government activities and obtain “Badge of Accredited Healthy Workplace" from the Ministry of Health and Welfare

-31-



Deviations from “the
Corporate Social
Responsibility
Evaluation Item Best-Practice Principles
Yes| No Abstract Explanation for TWSE/TPEX Listed
Companies” and
Reasons

Implementation Status

National Health Agency in 2011.

- Donate over NT$2,000,000 to landscape in Jhungli Standard Factory and sponsor a gardener every month since 2007.

- Landscape around the Company and dormitory. Participate in landscape activity in 2009 which is held by Industrial Development
Bureau, and obtain first in North Area and fourth in Taiwan.

- Create job opportunities and conduct cooperative education with 6 senior high schools.

- Participation in public activities irregularly.

- Donate about NT$1,000,000 for Typhoon Morakot in 2009.

- Provide a safe working environment and strengthen employees’ awareness on environmental and safety.

- Donate used clothing to Wan Hai Charity Foundation in 2012.

- Hire visually impaired masseur.

- Donate about NT$30,000 for Typhoon Haiyan in 2013.

- Complies strictly with the Industrial Waste Disposal Plan and submits waste flow records online accordingly. Waste disposal and
recycling practices are in compliance with applicable regulations.

- The functions of the Volatile Organic Compound (VOC) emission treatment facilities at the Chungli factory are enhanced, resulting in a
reduction efficiency of 97% and up in August, 2013 and achieving the goal of reducing carbon footprint and air pollutant emissions.

- Donate about NT$600,000 for Gas explosions in Kaohsiung in 2014.

- Donate about NT$1,000,000 for colored powder fire disaster in New Taipei in 2015.

- Donate NT$200,000 to KuanHsi Junior High School for popularizing baseball in 2016.

7. A clear statement shall be made below if the corporate social responsibility reports were verified by external certification institutions:
The Company has not verified by external certification institutions and expect to prepare corporate social responsibility reports on 2016.
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7. Ethical Corporate Management :

Deviations from “the

Implementation Status Ethical Corporate

Management
Evaluation Item Best-Practice Principles
Yes | No Abstract lllustration for TWSE/TPEX Listed
Companies” and
Reasons
1. Establishment of ethical corporate No difference
management policies and programs
(1)Does the company declare its ethical| V (1)Xintec established T Integrity Operation Code |
corporate management policies and demanding that all employees must understand clearly
procedures in its guidelines and and abide by the business code of ethics and individual
external documents, as well as the integrity, and insisting on honesty, seriousness and
commitment from its board to having professional spirit in carrying out one’s job.
implement the policies?
(2)Does the company establish policiesto | V (2)Integrity is directly related to the company’s corporate
prevent unethical conduct with clear culture and is the most important core value. It will be in
statements regarding relevant the newcomer educational training and employee
procedures, guidelines of conduct, on-the-job training advocacy, and creation of a complete
punishment for violation, rules of basis for rule violation punishment and complaint.

appeal, and the commitment to
implement the policies?

(3)Does  the  company  establish| V (3)The company’s " Working Rule ; regulates one cannot
appropriate  precautions  against request, accept or give any kinds of donation and to be
high-potential unethical conducts or loyal to one’s job, or professionally judge gifts,

listed activities stated in Article 2,
Paragraph 7 of the Ethical Corporate
Management Best-Practice Principles
for TWSE/TPEX Listed Companies?

entertainments or any forms of bribe.
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2. Fulfill operations integrity policy

(1) Does the company evaluate business
partners’ ethical records and include
ethics-related clauses in business
contracts?

(2) Does the company establish an
exclusively (or concurrently) dedicated
unit supervised by the Board to be in
charge of corporate integrity?

(3) Does the company establish policies to
prevent conflicts of interest and provide
appropriate communication channels,
and implement it?

(4) Has the company established effective
systems for both accounting and
internal control to facilitate ethical
corporate management, and are they
audited by either internal auditors or
CPAs on a regular basis?

(5) Does the company regularly hold
internal and external educational
trainings on operational integrity?

(1)The company evaluate business partners’ ethical
records before sign the contracts and include
ethics-related clauses in business contracts.

(2)No

(3)The company has already establish in " Working Rules |
clearly indicating that one must avoid any possible
conflicts between individual interest and company’s
interest. The board committee’s various suggested
projects, when there is a conflict of interest, must in
accordance to the principle of avoidance, not participate
in the discussion, and be absent and not participate in
the decision making.

(4)The company operats in accordance with the accounting
system and internal conrtal. Internal auditors regularly
audit the status of compliance and no employees or
managers violat ethical corporate management policies
to be found.

(5)The company will periodically hold Integrity Operation
educational training.

No difference
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3. Operation of the integrity channel
(1) Does the company establish both a
reward/punishment system and an
integrity hotline? Can the accused be
reached by an appropriate person for
follow-up?

(2) Does the company establish standard
operating procedures for confidential
reporting on investigating accusation
cases?

(3) Does the company provide proper
whistleblower protection?

3.The company in its” Working Rules ;have clearly indicate

its punishment basis, and in the company’s website has
specify that if any people discover the company’s
employees or any people that may affect the company’s
interest who performs any suspicious or possible
violation of the company’s code of ethics behavior ,
please inform the company; this reporting action, will be
submitted to the chairman of the board or other
designated the executive who will directly carry out
management, the person who report will be kept
confidential, so that he will not encounter inappropriate
handling.

No difference

4. Strengthening information disclosure
(1) Does the company disclose its ethical
corporate management policies and
the results of its implementation on the
company’s website and MOPS?

(1) The business philosophy of integrity, innovation,

customer orientation has been disclosed on the
company’s website. The results of implementation of
ethical corporate management disclose on the annual
report.

No difference

5. If the company has established the ethical corporate management policies based on the Ethical Corporate Management Best-Practice
Principles for TWSE/TPEX Listed Companies, please describe any discrepancy between the policies and their implementation.

The company has established the ethical corporate management policies and no differences between the Ethical Corporate

Management Best-Practice Principles for TWSE/TPEX Listed Companies.

6. Other important information to facilitate a better understanding of the company’s ethical corporate management policies (e.g., review and

amend its policies): None.

8. Other Company-established corporate governance rules and regulations: None.

9. Other Important Corporate Governance Information: None.
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10. Status of Implementation of Internal Control System

(1) Statement of internal control system:

Xintec Inc.
Statement of Internal Controls
Date: 2/3/2016
According to the examination on internal control system done by the Company
itself in 2015, we hereby states as follows:

(1) The Company’s board of directors and management team understand their
responsibilities of developing, implementing and maintaining the Company’s
internal control system, and such a system has been established. The purpose of
establishing the internal control system is to reasonably assure the following
objectives: (a) The effectiveness and efficiency of business operation (including
earnings ,operation performance and the safeguard of company assets); (b) The
reliability , timeliness and transparency of the financial and related reports; and (c)
The compliance of the relevant laws/regulations and company policies;

(2) Due to the innate limitation in designing a faultless internal control system, this
system can only assure the reasonableness of the above three objectives have
been fairly achieved. In addition, the effectiveness of internal control system
could alter over time due to the change of business environment or situation.
Since the Company’s internal control system has included self-examination
capability, the Company will make immediate corrections when errors are
detected.

(3) The evaluation of effectiveness of the internal control system design and
implementation is made in accordance with the “Guidelines for the Establishment
of Internal Control Systems by Public Companies” (the Guidelines). The
Guidelines are made to examine the following five factors during the
management and control process: (a) control environment, (b) risk assessment,
(c) control activities, (d) information and communication, and (e) supervision.
Each factor also includes several items. Details of each factor can be found in
the Guidelines.

(4) The Company has examined the effectiveness of each respected area in the
internal control system based on the Guidelines.

(5) The examination result indicated that the Company’s internal control system
(including subsidiary governance) dated December 31, 2015 has effectively
assured that the following objectives have been reasonably achieved during the
assessing period: (a) The degree that effectiveness and efficiency of business
operation; (b) The reliability, timeliness and transparency of the financial and
related reports; (c) The compliance of the relevant laws/regulations and company
policies

(6) This Statement is a significant part of the Company’s annual report and
prospectus available to the general public. If it contains false information or omits
any material content, the Company is in violation of Article 20, Article 32, Article
171 and Article 174 set forth in the Taiwan’s Security and Exchange Act. 53

(7) The Company hereby declares that this statement had been approved by the
Board of Directors on 2/3/2016. Among the 5 attending Directors, no one raised
any objection to the contents of this statement.

Xintec Inc.

Chairman and President: Robert Kuan
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11.

12.

(2) The Company hire an accountant to audit the Company’s internal control system
and disclose the audit report made by accountants: None.
Lawful punishment inflicted on the Company, and/or disciplinary action taken by the
Company against its employees for violating internal regulations in the latest year
and up to the printing date of this Annual Report); important errors committed; and
correction and improvement procedures: None.

Major Resolutions of Shareholders’ Meeting and Board Meetings:

During the 2015 year and up to the date of this Annual Report, the Company
held one annual stockholders’ meeting and approved the following resolutions: (1)
The 2014 Business Report and Financial Statements; (2) The distribution of 2014
earnings; (3) The revisions to the following internal rules: Articles of Incorporation,
Regulations Governing Election of Directors, Rules of Shareholders’ Meeting Agenda,
Procedures for Acquisition or Disposal of Assets.

Implementaion status of stockholders’ meeting resolutions: (1) Ex-dividend date
was determinded at July 8, 2015 and paid cash dividend on July 24, 2015 for the
distribution of 2014 earnings. (2) The internal rules above mentioned have revised by
the resolution of shareholders’ meeting.

During the 2015 year and as of the date of this Annual Report, the Company
held seven Board Meetings and approved the following resolutions:

The 2014 Business Report and Financial Statements; the distribution of 2014
earnings; the 2014 remuneration paid to directors; issue 30,000 thousand new
shares for underwriting before stock began trading on OTC; subscription rules for
issue new shares reserve for subscription by employees; incentive bonus of fourth
quarter of 2014 and shares for subscription of issuing new shares for manager with
the identity of director and managers; apply for alteration of the registered capital
amount from exercise employee stock option; capital appropriations; annual plan for
2015; revision of Articles of Incorporation, revision of Regulations Governing Election
of Directors, revision of Rules of Shareholders’ Meeting Agenda; reconvene a
Shareholders’ meeting; remuneration and compensation for directors of 2014 and
2015; employee cash bonus of 2014 for manager with the identity of director;
performance evaluation and remuneration of 2014 for manager with the identity of
director and managers; salary adjustment and remuneration of 2015; Statement of
internal control of 2014; adjustment of range of issue price for issue new shares;
incentive bonus of first quarter of 2015 for manager with the identity of director;
determination of ex-dividend date for cash dividend and the period of stop exercise
employee stock option; sale of equipment for operation to VisEra technologies
company Ltd; acquire bank credit lines; incentive bonus on second quarter of 2015
for manager with the identity of director; sale of equipment for operation to TSMC;
replacement CPA for CPA firm internal rotation; audit fee; evaluation form of
preparation of financial statement by the Company; procedurt of applying suspension
or resumption of transactions; code of ethical behavior for directors and managers;
the principles of the ethical management; revision of accounting system; revision of
internal control system and internal audit system; audit plan for 2016; regulations for
remuneration, compensation and transportation allowance pay to directors; profit
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13.

14.

sharing bonus to employees and compensation to directors of 2015; the 2015
Business Report and Financial Statements; the distribution of 2015 earnings; five
directors (including three individual directors) will be reelected on shareholders'
meeting; new directors will assume their office on the date of elected and the term of
office until to Jul 13,2019; regulations for issuance of new shares for employee
restricted stock of 2016; reconvene a Shareholders' meeting of 2016; annual plan for
2016; remuneration and compensation for directors of 2015 and 2016; performance
evaluation and remuneration of 2015 for manager with the identity of director and
mangers; salary adjustment and remuneration of 2016; employee compensation of
2015 to manager with the identity of director; get managers tablet on 2015;
Statement of internal control of 2015.

Major Issues of Record or Written Statements Made by Any Director or Supervisor
Dissenting to Important Resolutions Passed by the Board of Directors: None
Resignation or Dismissal of the Company’s Key Individuals, Including the Chairman,
CEO, and Heads of Accounting, Finance, Internal Audit and R&D: None

D. Information on Accountants’ Fees

1. The non-audit fee paid to certified CPA, certified Office of CPA and affiliated
companies accounts for over 1/4 to audit fee

Accounting firm Name of CPA Audit period Remarks

Deloitte & Touche | Lin Hung Peng | Huang Yu Feng | 2015.1.1~2015.6.30

Deloitte & Touche | Huang Yu Feng | Lin Cheng Chih | 2015.1.1~2015.12.31| Note

Note: The CPA firm replaced CPA in rotation.

Unit: NT$thousand

ltem ) .
Range Audit fee | Non-audit fee Total

Under 2 million
2 million(included)~4 million v v
4 million(included)~6 million
6 million(included)~8 million
8 million(included)~10 million
Over 10 million (included)
Note: No non-audit fee was paid on 2015.

DO WINF

2. Alter the CPA Firm and the audit fee in altering year is less than that in the previous

year: None.
3. The audit fee is reduced by over 15% compared with the previous year: None.
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E. Information on Replacement of Accountants

1. About the former CPA:

Replacement Date 2015.11.5

Replacement  reasons  and | pejoitte & Touche replace CPA in internal rotation.
explanations

Descriptions whether the Parties
CPA | The Company

Company terminated or the CPA |Status

did not accept the appointment  [Termination of appointment

Not application
No longer accept (continued) appointed

Other than unqualified issues in

the audit reports within last two Not application
years
Accounting principles or practices
Disclosure of Financial Statements
Yes ]
. . Audit scope or steps
Differences with the Company
Others
None v
Descriptions None
Other Revealed Matters
(Required to be disclosed by
. . None
Accounting Standards Article 10
section 5 first paragraph item 4)
2. About the Successor CPA:
Firm Name Deloitte & Touche
CPA Name Huang Yu Feng, Lin Cheng Chih
Date of appointment November 5, 2015

Consulting results regarding accounting methods or Not applicable

accounting principles to specific transactions or opinions

on the financial statements before appointment

Successor CPA written disagreements to former CPA Not applicable

3. Reply of the Previous Accountant : Not applicable.
F. Company Chairman, General Manager, Financial of Accounting Head has worked for
Certifying Accounting Firm or Its Affiliate Business in the Past Year : None.
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G. Information on Net Change in Shareholding and Net Change in Shares Pledged by
Directors, Supervisors, Management and Shareholders of 10% Shareholdings or
More
1. Changes in Shareholding of Directors, Supervisors, Managers and Major

Shareholders

Unit: Shares
2015 As of April 16, 2016
. Pledged . Pledged
Title Name Holding Holding Holding Holding
Increase Increase
(Decrease) Increase (Decrease) Increase
(Decrease) (Decrease)
Taiwan Semiconductor
. (2,171,702) 0 0 0
Manufacturing Company, Ltd.
Representative: Robert
32,000 0 96,000 0
) Kuan
Director -
Representative:
0 0 NA NA
Lora Ho (Notel)
Representative:
. 0 0 0 0
J.K. Lin
Representative:
Taiwan OmniVision
(224,357) 0 NA NA
. Investment
Director )
Holding Co., Ltd. (Note2)
Representative:
] 0 0 NA NA
Hongli Yang (Note2)
Independent
) Wen-Yeu Wang 0 0 0 0
director
Independent
) C.S. Hsu 0 0 0 0
director
Independent .
. Robert Hsieh 0 0 0 0
director
President Robert Kuan 32,000 0 96,000 0
Vice President | CALin (76,000) 0 0 0
Vice President | Nick Wen (71,000) 0 0 0
Vice President | Yens Ho (26,000) 0 72,000 0
Vice President | LS Yeou (24,000) 0 33,000 0
Vice President | WL Fang 0 0 0 0
Finance . .
. Simon Lin (57,000) 0 0 0
Sr. Director
Major Taiwan Semiconductor
. (2,171,702) 0 0 0
shareholders Manufacturing Company, Ltd.
Major VisEra Holding Company
(9,790,645) 0 NA NA
shareholders (Cayman Islands)

Notel: The shares information was disclosed to the date December 4, 2015, Taiwan Semiconductor

Manufacturing Company, Ltd. has resigned one director of the Board on the date.
Note2: The shares information was disclosed to the date November 20, 2015, Taiwan OmniVision
Investment Holding Co., Ltd. has resigned the director of the Board on the date.

2. Shares Trading with Related Parties: None
3. Shares Pledge with Related Parties: None
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H. Top 10 shareholders relation

As of April 16, 2016; Unit: Thousand shares

Current Spouse’s/ Shareholding | Name and Relationship Between the
N Shareholdin minor’s by Nominee Company’s Top Ten Shareholders, or Remarks
ame 9 Shareholding Arrangement | Spouses or Relatives Within Two Degrees
Shares % Shares | % | Shares % Name Relationship
. ) _ . Indirect subsidiary of
Taiwan Semiconductor VisEra Holding ) ]
Manufacturing Com 0 0 0 0 | Compan Taiwan Semiconductor
gLompany| 92778 | 34.47 pany Manufacturing
, Ltd. (Cayman Islands)
Company; Ltd.
VisEra. Holdi Taiwan Indirect subsidiary of
C|s ra o éng 0 0 0 0 Semiconductor Taiwan Semiconductor
| lomzany (Cayman 18,504 6.87 Manufacturing Manufacturing
slands) Company Company; Ltd.
GOLDMAN SACHS 2 240 269 0 0 0 0 N N
INTERNATIONAL ’ ! one one
EUREKA FD
MARSHALL WACE 3,793 1.41 0 0 0 0 None None
INVESTMENT
MARKET NEUTRAL 2314 0.86 0 0 0 0 N N
TOPS FUND ’ ! one one
Mercuries Life
1,481 0.55 0 0 0 0 None None
Insurance Co., Ltd.
Shinkong Textile
1,003 0.37 0 0 0 0 None None
Co.,Ltd
Chen, Tai-Rong 988 0.37 0 0 0 0 None None
Qu, Zong-Hui 988 0.37 0 0 0 0 None None
Lu, Shi-Guang 863 0.32 0 0 0 0 None None

I. Long-Term Investment Ownership: Not applicable.

41-



V. Information on Implementation of The Company
Funds Utilization Plans

A. Source of Capital

Unit: NT$Thousand; Thousand shares, As of April 30, 2016

Par Authorized Capital| Paid-in Capital Remarks
Month/ Value Capital
vear (NT$) | Shares | Amount (Shares| Amount Source of Capital I;g;zﬁssg?h?r/ Other
than cash
. technology |9/11/1998 Jing Shang Tzu
Fondation 216,000
9/1998 10 64,000 640,000 28,000( 280,000 64,000 |No.087127301
S 7/26/1999 Jing Shang Tzu
Cash injection 152,500
7/1999 10 64,000 640,000 43,250( 432,500 J None |\ 088127212
S 9/20/2000 Jing Shang Tzu
Cash injection 117,500
9/2000 10 64,000 640,000 55,000{ 550,000 J None |\ 089134667
L 8/19/2002 Jing Shou Shang
Cash injection 90,000
8/2002 12 64,000 640,000 64,000{ 640,000 J None |+, No.09101336780
L 3/19/2003 Jing Shou Shang
Cash injection 90,000
3/2003 12 88,000( 880,000 73,000( 730,000 J None |+, No0.09201078970
S 4/30/2003 Jing Shou Shang
Cash injection 100,000
4/2003 11 88,000( 880,000 83,000( 830,000 J None Tzu No.09201130010
S 9/1/2003 Jing Shou Shang
Cash injection 200,000
9/2003 15 120,000] 1,200,000/103,000] 1,030,000 J None Tzu No.09201260090
S 12/4/2003 Jing Shou Shang
Cash injection 120,000
12/2003 20 120,000] 1,200,000/ 115,000] 1,150,000 J None Tzu No.09201327560
S 4/10/2006 Jing Shou Shang
Cash injection 50,000
4/2006 10 120,000] 1,200,000/120,000] 1,200,000 J None Tzu No.09501063960
Authorized Capital 71412006 Jing Shou Shang
7/2006 - 180,000] 1,800,000{120,000| 1,200,000(change None Tzu No.09501131570
Private placement 2/16/2007 Jing Shou Shang
2/2007 15 260,000| 2,600,000(210,526| 2,105,260(905,260 None Tzu No.09601036790
Capital increase
27,368 by earnings .
. ; 8/6/2007 Jing Shou Shang
- Capital increase
8/2007 260,000 2,600,000|215,739| 2,157,391 24’9763 by Profit None |+, No0.09601184170
sharing in stock
Capital increase
21,574 by earnings .
. - 7/24/2008 Jing Shou Shang
- Capital increase
7/2008 260,000| 2,600,000|221,279| 2,212,794 33’%29 by Profit None Tzu No.09701180530
sharing in stock
. 11/27/2008 Jing Shou
Exercise of Employee sh
11/2008 - 260,000/ 2,600,000(221,909] 2,219,091|Stock Options 6,297 None ang Tzu
N0.09701302390
Exercise c_)f Employee 3/30/2009 Jing Shou Shang
3/2009 - 260,000( 2,600,000(222,225| 2,222,251 |Stock Options 3,160 None Tzu No.09801056560
Exercise of Employee 6/26/2009 Jing Shou Shang
6/2009 - 260,000/ 2,600,000(222,660] 2,226,601 | g i Options 4,350 None  |1,4 No.09801127190
Capital increase
11,111 by earnings :
; - 7/22/2009 Jing Shou Shang
- Capital increase
7/2009 260,000| 2,600,000|224,629| 2,246,289 . 5$7 by Protis None (1,1 No0.09801153270
sharing in stock
Exercise of Employee 9/9/2009 Jing Shou Shang
9/2009 - 260,000 2,600,000(225,533| 2,255,327 g4 1 Options 9,038 None |1, No.09801206430
Exercise of Employee 12/18/2009 Jing Shou
12/2009 - 260,000 2,600,000(225,766| 2,257,657 g4 1 Options 2,330 None |Shang Tzu
N0.09801290970
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Authorized Capital

Paid-in Capital

Remarks

Par
Month/ Value . Capital
vear (NT$) | Shares | Amount (Shares| Amount Source of Capital I;g;Z?sSz?hZZ Other
than cash
Exercise of Employee 4/8/2010 Jing Shou Shang
4/2010 - 260,000] 2,600,000(226,529| 2,265,287 g4 .\ Options 7,630 None |1, N0.09901068120
Exercise of Employee 7/16/2010 Jing Shou Shang
7/2010 | - | 260,000]2,600,000\227,275| 2,272,746 |54 ek Options 7,459 None |1\, No.09901144980
Exercise of Employee 9/2/2010 Jing Shou Shang
9/2010 | - | 260,000}2,600,0001227,367| 2,273,666|g1,c1 Options 920 None |15, N0.09901200650
Exercise of Employee 12/6/2010 Jing Shou Shang
12/2010 | - | 260,000| 2,600,000/227,968| 2,279,684|g4, 0\ Options 6,018 None |1, N0.09901271820
Exercise of Employee 4/11/2011 Jing Shou Shang
4/2011 | - | 260,000|2,600,000/228,561| 2,285,607 54,0k Options 5,923 None |11, No.10001069460
Exercise of Employee 7/1/2011 Jing Shou Shang
7/2011 | - | 260,000| 2,600,000229,026| 2,290,265|g4c1c Options 4,658 None |11, No.10001142280
Capital increase
22,883 by earnings :
X ) 8/10/2011 Jing Shou Shang
8/2011 - 260,000( 2,600,000(233,256| 2,332,557|Capital increase None
19,410 by Profit Tzu N0.10001184920
sharing in stock
Exercise of Employee 9/6/2011 Jing Shou Shang
9/2011 | - | 260,0002,600,000|233,396 2,333,962|g41 Options 1,405 None |1, N0.10001207740
Exercise of Employee 12/2/2011 Jing Shou Shang
12/2011 - 260,000 2,600,000(233,579] 2,335,794g, 0 .\ Options 1,831 None |1, No0.10001274670
Exercise of Employee 4/2/2012 Jing Shou Shang
4/2012 | - | 260,000|2,600,000/233,581| 2,335,811 |50k Options 17 None |1, N0.10101055600
Exercise of Employee 6/27/2012 Jing Shou Shang
6/2012 - 260,000 2,600,000(233,785| 2,337,846 g, .\ Options 2,035 None (1,1, No.10101120250
Capital increase 7/30/2012 Jing Shou Shang
7/2012 - 260,000] 2,600,000(236,121| 2,361,209 23,363 by earnings None Tzu No.10101155880
Exercise of Employee 9/13/2012 Jing Shou Shang
9/2012 | - | 260,000|2,600,0001236,153|2,361,526g4,01 Options 317 None |12\, No.10101188740
Exercise of Employee 12/12/2012 Jing Shou
12/2012 | - 260,000| 2,600,000|236,205| 2,362,046|5450 Options 520 None [Shang Tzu
N0.10101253820
Exercise of Employee 04/01/2013 Jing Shou
4/2013 260,000] 2,600,000(236,208( 2,362,079 Stock Options 33 None |Shang Tzu
N0.10201058510
- Exercise of Employee 08/06/2013 Jing Shou
8/2013 260,000|2,600,000 (236,267(2,362,667 Stock Options 588 None |Shang Tzu
N0.10201152570
- Exercise of Employee 08/30/2013 Jing Shou
8/2013 260,000|2,600,000 (236,290(2,362,896 Stock Options 229 None |Shang Tzu
N0.10201179150
- Exercise of Employee 12/11/2013 Jing Shou
12/2013 260,000|2,600,000 (236,371|2,363,714 |50\ Options 818 None |Shang Tzu
No0.10201249330
- Exercise of Employee 03/28/2014 Jing Shou
3/2014 260,000|2,600,000 (236,402|2,364,019 (g .\ Options 305 None |Shang Tzu
No0.10301053810
Exercise of Employee 7/8/2014 Jing Shou Shang
7/2014 - 260,000|2,600,000 (236,474|2,364,739 (g0 1 Options 720 None |14 No. 10301136750
Exercise of Employee 9/4/2014 Jing Shou Shang
9/2014 260,000|2,600,000 (236,481|2,364,814 (g0 .\ Options 75 None |14 No. 10301184300
Exercise of Employee 12/5/2014 Jing Shou Shang
12/2014 - 260,000|2,600,000 (238,051|2,380,508 (g0 .\ Options 15,694 None | 1,4 No 10301253830
Exercise of Employee 3/6/2015 Jing Shou Shang
3/2015 - 260,000|2,600,000 (238,121|2,381,207 (g0 1 Options 699 None |1, No. 10401033070
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Par Authorized Capital| Paid-in Capital Remarks
Month/ Value Capital
Year (NT$) Shares | Amount |Shares| Amount Source of Capital I;;:;Zflsszghg Other
than cash
L 4/15/2015 Jing Shou Shang
Cash tion 300,000
4/2015 42 300,000(3,000,000 (268,1212,681,207 |Cash injection NOne  |1,4 No.10401064200
Exercise of Employee 6/8/2015 Jing Shou Shang
6/2015 300,000 (3,000,000 |268,427(2,684,265 Stock Options 3,059 None T7u No.10401105400
Exercise of Employee 12/2/2015 Jing Shou Shang
12/2015 300,000 (3,000,000 |268,768(2,687,680 Stock Options 3,414 None T2u No.10401254910
Exercise of Employee 3/3/2016 Jing Shou Shang
3/2016 300,000 |3,000,000 |268,876|2,688,761 Stock Options 1,082 None Tzu No.10501040250
Unit: Shares, As of April 16, 2016
Authorized Capital
Share 2 . Total
Type Issued Shares Un-issued Shares
Listed Non-listed Total Shares
Common
Stock 269,194,781 - 269,194,781 | 30,805,219 | 300,000,000
B. Shareholder Structure
Unit: Shares, As of April 16, 2016
Shareholder . Foreign
Structure| Government | Financial O'_[h_er Domestic Institutions &
. - Juridical Natural Total
) Agencies Institutions Natural
Quantity Persons Persons Persons
Number of
Shareholders 0 1 43 20,828 44 20,926
Shareholding 0 2,925,000 | 96,510,320 (135,180,009 | 34,579,452 | 269,194,781
Percentage 0% 1.09% 35.85% 50.22% 12.84% 100.00%

C. Distribution Profile of Shareholder Ownership

Unit: Shares, As of April 16, 2016

Class of Shareholding S’r:lgrrgr?glrdzfrs Sh(a;rﬁgﬁalcsi;ng Percentage
1~999 1,547 229,893 0.09
1,000 ~ 5,000 14,533 30,524,512 11.34
5,001 ~ 10,000 2,432 19,585,851 7.28
10,001 ~ 15,000 789 10,022,402 3.72
15,001 ~ 20,000 504 9,411,134 3.50
20,001 ~ 30,000 413 10,600,760 3.94
30,001 ~ 40,000 198 7,063,021 2.62
40,001 ~ 50,000 130 6,056,546 2.25
50,001 ~ 100,000 219 15,436,040 5.73
100,001 ~ 200,000 102 13,928,236 5.17
200,001 ~ 400,000 39 11,066,109 4.11
400,001 ~ 600,000 8 3,792,677 1.41
600,001 ~ 800,000 2 1,526,000 057
800,001 ~ 1000,000 3 2,839,188 1.05
1,000,001 of over 7 127,112,412 47.22
Total 20,926 269,194,781 100.00
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. Major Shareholders
Unit: Shares, As of April 16, 2016

Shares :
Major shareholder's Nama Shares held Share holdings
'(Eagvr;/%r; r\?;:rl?tlglonductor Manufacturing 92.778.303 34 .47
VisEra Holding Company (Cayman Islands) 18,503,622 6.87
GOLDMAN SACHS INTERNATIONAL 7,239,759 2.69
EUREKA FD MARSHALL WACE
INVESTMENT 3,793,000 1.41
MARKET NEUTRAL TOPS FUND 2,314,000 0.86
Mercuries Life Insurance Co., Ltd. 1,481,000 0.55
Shinkong Textile Co.,Ltd 1,002,728 0.37
Chen, Tai-Rong 988,000 0.37
Qu, Zong-Hui 987,792 0.37
Lu, Shi-Guang 863,396 0.32
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E. Market Price, Net Worth, Earnings and Dividends per Common Share

Unit: NT$ ; Stocks, in thousands

Year

Current year to

Item 2014 2015 April 30, 2016
Hightest No trading on 65.20 34.00
. TWSE /OTC
Market price .
Lowest No trading on 28.85 25.05
per share TWSE /OTC
Average No trading on 48.05 29.62
TWSE /OTC
Equity per  |Before distribution 19.55 21.76 -
share After distribution 18.35 (Notel) -
Earnings per |Weighted average shares 237,258 261,574 -
share Earnings per share 2.65 0.56 -
Cash dividends 1.06 0.50 (Notel) -
o Stock Dividends from . - -
Dividends retained earnings
per share dividends Dividends from - - -
Capital surplus
Accumulated undistributed _ - -
dividends
Price/ earning ratio No trading on 85.80 -
Investment TWSE /OTC
return Price/ dividend ratio No trading on (Notel) -
el TWSE /OTC
analysis — Icash dividend yield rate No trading on (Note1) -
TWSE /OTC

Notel: Pending for shareholders’ meeting resolution.

F. Dividend Policy
1. Dividend policy in Articles of Incorporation:

According to article 27-1 of the Company’s Articles of Incorporation:

The policy on the appropriation of dividends shall take the following factors into

account:
planning, and financial position.

the Company’s capital budget, intermediate and long term operational
The following principles that shall be followed

and earnings shall be allocated according to the resolution of the shareholders’
meeting:
(1) If there are no retained earnings for fiscal year, the Company shall not
distribute dividends and bonuses. The use of legal reserve for the issuance of
stocks or cash to shareholders in proportion to their share ownership is
permitted, provided that the balance of the reserve exceeds 25% of the
Company’s paid-in capital. However, due to the Company’s business growing
stage at present, the proportions of dividends that will be distributed depend

on future expansion plans and capital budget needs.
dividends shall not be lower than 50% of the total dividends.

The proportion of cash

(2) If there is no profit or the distributable profit is far lower than the previous
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year’s amounts distributed, or in consideration of financial, business and

operating factors, the appropriation for capital reserve shall be in accordance

with relevant laws or regulations or as requested by the authorities in charge.
2. Distribution of stock dividends at this shareholders’ meeting:

The Company’s appropriations of earnings for 2015 had been approved for
cash dividends of NT$134,438 thousands (per share NT$0.5) in the meeting of
the Board of Directors held on February 3, 2016. The appropriations of earnings
for 2015 are to be resolved in the shareholders’ meeting.

G. Stock Dividend Distribution : Not applicable.
H. Employee, Directors and Supervisors Compensation :
1. According to article 27 of the Company’s Articles of Incorporation:

If there is any profit after annual closing, firstly it should be deducted for
income tax and accumulated deficits. Then appropriate 10% as legal reserve until
the accumulated legal reserve equals the Company’s paid-in capital, and
appropriate (or reverse) the special reserve in accordance with relevant laws or
regulations or as requested by the authorities in charge. Any remaining balance
shall be appropriated as follows:

(1) Profit sharing to employees of not less than 1%;

(2) Bonus to directors of not more than 2%. Directors who also serve as
executive officers of the Company are not entitled to receive the bonus to
directors;

(3) Any remaining balance shall be allocated according to the proposal of the
board of directors and the resolution of the shareholders’ meeting;

(4) The Company may issue profit sharing to employees in stock of an affiliated
company meeting the conditions set by the board of directors;

In accordance with the amendments to the Company Act in May 2015, the
recipients of dividends and bonuses are limited to shareholders and do not
include employees. Accordingly, the Company expects to make amendments
to the Company’s Articles of Incorporation to be approved during the 2016
annual shareholders’ meeting.

2. The basis for estimating the amount of employee, director, and supervisor
compensation, for calculating the number of shares to be distributed as
employee compensation, and the accounting treatment of the discrepancy, if any,
between the actual distributed amount and the estimated figure, for the current
period:

According to the past experience, the Company accrued profit sharing
bonus to employees, bonus and compensation to directors based on 8.3% and
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1.0% of income before income tax (before profit sharing bonus to employees,
bonus and compensation to directors on 2015. The differences will be recorded
in the year of shareholders’ resolution as a change in accounting estimate. The
total number of employee divided stocks to be issued shall be determined by the
closing price of the day before the board of directors proposed date, and taking
into account the influence of the ex-right and ex-dividend factors.
3. Information on any approval by the board of directors of distribution of
compensation:

(1) The amount of any employee compensation distributed in cash or stocks and
compensation for directors and supervisors. If there is any discrepancy
between that amount and the estimated figure for the fiscal year these
expenses are recognized, the discrepancy, its cause, and the status of
treatment shall be disclosed:

The Company accrued profit sharing bonus to employees, bonus and
compensation to directors based on a percentage of income before income tax
(before profit sharing bonus to employees, bonus and compensation to
directors during the period under the amended Company Act), which
amounted to NT$19,675 thousands and NT$4,090 thousands (including
NT$1,800 thousands compensation to independent directors) for the year
ended December 31, 2015. The differences will be recorded in the year of
shareholders’ resolution as a change in accounting estimate.

(2) The amount of any employee compensation distributed in stocks, and the size
of that amount as a percentage of the sum of the after-tax net income stated in
the parent company only financial reports or individual financial reports for the
current period and total employee compensation: Not applicable.

4. Actual distribution of employee dividends, remuneration of directors/supervisors
in the previous year:

Employee cash dividends of NT$84,787 thousands and directors
remuneration of NT$4,200 thousands shall be allocated according to the
resolution of the shareholders’ meeting on Jun 16, 2015. The Company'’s actually
distributed number does not differ from the recognized one.

|. Share by Back : None.

J. Issuance of Corporate Bond, Preferred Stock, Depositary Shares Issuance :
None.
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K. Status of Employee Stock Option Plan :
1. Employee Stock Option Plan :

As of April 30, 2016

ESOP granted 1% ESOP 2" ESoP 3 ESOP 4" ESOP 5" ESOP
Approval date 7/3/2006 7/3/2006 6/26/2007 6/26/2007 1/10/2012
Issue date 9/29/2006 1/16/2007 6/27/2007 12/14/2007 6/14/2012
Issue common stock shares 5,025,000 975,000 2,580,000 2,000,000 6,000,000
Percentage of shares issued to total common stock

4.19% 0.46% 1.23% 0.93% 2.57%

shares (%)
Option termination 10 years 10 years 10 years 10 years 5 years

Source of option shares

Issue new stock

Issue new stock

Issue new stock

Issue new stock

Issue new stock

Vesting schedule and rate (%)

2" year: 50%
3" year: 75%
4" year: 100%

2" year: 50%
3" year: 75%
4" year: 100%

2" year: 50%
3" year: 75%
4" year: 100%

2" year: 50%
3" year: 75%
4" year: 100%

2" year: 50%
3" year: 75%
4" year: 100%

No. of shares acquired by employee through the

_ _ 3,835,000 581,750 1,411,750 1,006,500 2,545,990
exercise of options
Total value of shares acquired by employee
through the exercise of options(NT$) 46,683,877 8,213,950 21,305,250 19,111,138 56,160,959
No. of unexercised shares 60,750 0 6.500 0 1,749,035
Price per share of unexercised option(NT$) 9.0 10.8 14.8 18.6 232
Percentage of unexercised options to total
common stock shares (%) 0.02% 0% 0.00% 0% 0.65%
Effects on shareholder’s equity Minimal effects No effects Minimal effects No effects Minimal effects
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2. No. of shares granted to and holding status of executive manangers and top 10 employees:

No. of Exercised Unexercised(Note2)
No. of shar%s
' ' granted to . ]
Title Name shares | = hon Price Total No. of Price | Total No. of
granted No. of per value of shares to | No. of per | value of shares to
stock shares common | shares common
shares share | shares shares share | shares shares
President Robert Kuan
President (Note 1) Lidon Chen
Vice President CA Lin
Vice President (Note 1) [Tom Tseng
Vice President (Note 1) |DD Hu
w Vice President Nick Wen
o)
? Vice President (Note 1) |Peterson Tien
@
E Vice President (Note 1) |[WM Chen 2,515,000 0.93% 1,139,250 15.58 | 17,755,625 0.42% 485,000 | 21.80 | 10,572,450 0.18%
=
§ Vice President LS Yeou
@
Vice President Yens Ho
Vice President WL Fang
Sr. Director Simon Lin

Sr. Director (Note 1) Pamela Chang

Sr. Director (Note 1) Dave Wang

Sr. Director (Note 1) Paul Hsiao

Notel : The manager has resigned.
Note2 : 890,750 shares of unexercised option and NT$12,783,900 of unexercised shares value have been deducted.
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No. of

(Note 3)

Exercised Unexercised(Note4)
No. of shar(;s
) ' granted to ] ]
Title Name | shares |~ 000 Price | Total No. of Price No. of
granted No. of shares to No. of Total value | shares to
stock per value of per
shares common shares of shares common
shares share | shares shares share shares
Director CM Fan
Director Leo Liu
Director LK Huang
Director CT Chou
o
o  |Director TY Liu
%_ 1,045,800 0.39% 785,640 | 15.97 | 12,550,109 0.29% 130,160 23.20 3,019,712 0.05%
UEJ Director (Note 3) Leo Tsai
Director YC Hu
Director (Note 3) SM Chen
Director (Note 3) WJ Chyan
Deputy Director SY Wang

Note3 : The employee has resigned.
Note4 : 130,000 shares of unexercised option and NT$2,260,000 of unexercised shares value have been deducted.
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L. Status of New Shares for Employee Restricted Stock : None.
M. Status of Mergers and Acquisitions : None.
N. Fund Plan Implementation :
Plan for Issue of ordinary shares for cash on 2015:
1. A description of the plans:
(1) Date of approval by authority: February 25, 2015.
(2) Total amount needed: NT$1,140 million.
(3) Source of Fund: Issued 30,000 thousand new shares with NT$42 per share to offer
NT$1,260 million, which was excess NT$120 million over original expected amount.
The excess part was used for enriching working capital.
(4) Plan item, expect schedule and benefit:
Unit: NT$ Thousand

Plan item

Expect finish
date

Total amount
needed

Expect schedule

first quarter, 2015

Repayments of

3/31/2015

1,140,000

1,140,000

long-term borrowings

NT$1,140 million from issuing new shares was
used for repayments of long-term borrowings and
then decrased interest expense, strengthen
financial structure, improve the solvency.

The amount repayments of long-term borrowings
at interest rate 1.2380%~1.5063%, the company
will save NT$ 11,322 thousands at 2015, and
NT$ 15,095 thousands next every year.

Expect benefit

(5) Change status: None.

2. Status of implementation:
Unit: NT$thousand

. . . The reason for ahead or
Plan item Status of implementation behind schedule
Used Expect | 1,140,000
Repayments amount | Actual | 1,140,000 The plan had been
of long-term Complete | Expect | 100.00 completed on schedule
borrowings (%) Actual 100.00 on first quarter of 2015
Used Expect | 120,000
Enrich working | amount | Actual | 120,000 The plan had been
: completed on schedule
capital Complete | Expect | 100.00 on first quarter of 2015
(%) [ Actual | 100.00 q
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3. Assess plan benefit:
(1) Reduce interest burden:

Long-term borrowing of NT$1,140 millions was repaid to reduce interest
expenses. Interest expense of NT$11,322 thousands was to be saved on 2015.

Benefits from saving interest expense have been reasonably apparent.

(2) Strengthen financial structure, improve the solvency:

NT$1,260 millions was public offered from issuance of new shares, mainly
used to repay long-term borrowing of NT$1,140 millions and the others used to
enrich working capital. Financial structure and solvency were better than before
issuance of new shares. Fund Plan strengthened financial structure, improved the
solvency, enhanced the company's capital allocation capabilities,

competitive and reduced business and financial risk.

Unit;: NT$ thousand

December February 28, 2015 March 31,2015
31, 2014 (before raising fund) | (after raising fund)
Current assets 2,035,251 2,265,733 2,044,403
Current liabilities 1,760,450 1,684,010 1,458,918
Total liabilities 4,173,026 4,146,586 2,631,494
Debt ratio (%) 47.27 46.31 30.11
Current ratio (%) 115.61 134.54 140.13
V. Operational Highlights
A. A Description of the Business
1. Business Scope
(1) Main areas of business operations
Unit: NT$Thousands
ltem Total sales (%) of
in Year 2016 Total Sales
Wafer Level Chip
Scale Packaging 2,907,033 59.60
Wafer Level Post
Passivation 1,946,009 39.89
Interconnection
Others 25,046 0.51
Total 4,878,088 100.00
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(2) Current Products (Services)
a. Current Products (Services):
(a) Wafer Level Chip Scale Packaging

(b) Wafer Level Post Passivation Interconnection

b. New Products and Services to Be Developed:

(a) Wafer level packaging of image sensor applied in mobile phones, notebook
computers, personal mobile electronic devices, wearable device, vehicle
around view and reverse image safety monitoring devices.

(b) Wafer level chip scale packaging and testing for sensor components and
power management unit applied in various ultrathin consumer electronics,
computers, communications, information technology products, optical electron
and environment and pressure sensing.

2. General Economic Environment
According to the Directorate-General of Budget, Accounting and Statistics,
Executive Yuan, the economic growth rate for the first quarter of the year is -0.84%, and
the negative growth has been lasted for three quarters in succession. As the export and
investment perform not as well as expected, making the global business in low spirit
and worse than that during the financial tsunami, in Taiwan, the high proportion of
export in GDP causes more severe impacts. IMF claims that the economic growth in
Mainland China will slow down for the next two years, so its transformation will reduce
Taiwan’s economic growth rate as much as 0.35% as it is closely integrated with
Mainland China in terms of trade and finance. As a result, the general economic
environment goes against the industry development.
3. Industrial Overview
(1) Current situation and development of the industry
Affected by the slow growing of mobile communication industries globally in
2015, the annual growth rate of wafer sales is estimated to decline to 0.9% from
10.5% of 2014. Looking forward to 2016, the global wafer sales will decrease by
0.6% to USD 329.4 billion, due to the stagnation of the memory products.
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Global semiconductor wafer sales forecast during 20 11~2016

(US$Million)
340,000 12%
320,000
8%
300,000
4%
280,000
0%
260,000
240,000 e T ool | B
2011 | 2012 | 2013 | 2014
(E) (F)
B waer Sales 289,920 | 281,383 | 297.049 | 328.291 | 331,321 | 329.471
8= Wafer Sales Yoy 12% | 29% | 56% | 105% | 09% | -06%

Source: Topology Research Institute, Dec. 2015

From the perspective of product characteristics, the wafer industry falls into
digital, analog, OSD (optical, sensor and actuator, discrete) and memory (DRAM,
Flash). It can be learned: first, the digital products have declined by 1.4% in 2015
and will reduce slightly by 0.7% in 2016; secondly, analog and OSD products
remain growing stably by 0.1%; thirdly, memory product is an oligopoly, but the
production value will decline due to excess of supply over demand in 2016.

Sales of semiconductor wafers major categories duri ng 2014~2016

Flash
' B5% 0SD
\ 18.4%

13:5%

B 2015
| 331321 An
LISSMillion £

Source: Topology Research Institute, Dec. 2015

The company mainly applies its 2.5D/3D packaging technology in Optical,
Sensor and Actuator. But what are the main causes that the optical and sensor
products can keep growing as the digital and memory products decline? Reasons
will be analyzed and its future development be explored from the angles of mobile
phones, automotives, IOT (Internet of Things) and other aspects.

a. Market outlook for optical and various sensors — smart phones
Since last year, the demands for personal computers, notebook and tablet
PCs have been dropping, but that for mobile phones, especially smart ones, are
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increasing continuously.

Smartphone growth to drive modest handset volume growth

GLOBAL HANDSET MARKET 2012 2013 2014 2M5E 2M&6E 2017TE CAGR "14-17
“oice phones unit sales (m) 1,063 834 634 459 350 238 -27 9%
Smartphones unit sales {m) 675 965 1,245 1424 1,608 1,779 12.6%

Total unit sales {m) 1,741 1,807 1,879 1,893 1,958 2,017 2.4%

- market unit growth -1.9% 3.8% 4.0% 0.8% 34% 3.0%

- Smartphone growth 43.6% 42 8% 28.8% 14.4% 12.9% 10.6%

- Smartphone share of unit sales 36.9% 53 6% 56.3% 75.2% 82.1% 8. 2%

Source: Garner group, Memura esfimates

Although China, as the driving force in the global market, has encountered
the slow reduction in its growth speed, its demand for smart phones is still
beyond that that of other countries. Taking 2016 as an example, the growth rate
of smart phone in China is predicted to be 9%, which is higher than its overall
economic growth of 6.5%, showing that the demand for smart phone keeps
increasing.

China smartphone and tablet projections: 2011-2017E

China buslt devices Mz 2013 2014 2015E 201TE. 1417 CAGR

Smartphones (mn units) ar.g 237.2 448.3 G974 T62.5 832.7 B98.8 9%
Tor growth 170% B9% 6% 3% 9% 8%

Tablets {mn units) 12.0 50.0 100.0 120.0 105.0 85.0 90.0 9%
Yoy growth 37% 100% 20% -13% -10% -2%

Smartphone and tablets (nl 99.9 2872 548.3 8174 8675 9277 958.5 T%
Yo ¥ growth | 188% 21% 45% 6% 7% T%

Source: Company dafa, Credit Suisse eslimales

There are three opportunities for OSD market to grow in smart phone
industry. The first one is that the twin camera will be applied popularly from this
year. Techno System Research (TSR) forecast that the market penetration rate
of twin lens in smart phones will boost to 8.5% in 2016 and to 18.7% in 2017
from 0.8% in 2015 owing to the development of image processing algorithm.

Rear-facing camera dual-camera trend

{mn units) . Rear camera (LHS)
2500 - 1 Dual camera (LHS) _ o858
= Penetration (RHS) 21,79
2,000 + UM - 20%
1.500 4 - 15%
1,000 + - 10%
500 4 5%
0 A e PTG Ll oo
2013 2014 2015F 2016F 2017F 2018F 2019F
Souree: TSR
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The second opportunity lies in its application in biometric chips. With the
ever growing demands for mobile payment security, fingerprint and pupilla
recognition are all feasible solutions; currently, the former is the mainstream of
the market. From Nomura’s estimation, owing to its security, convenience and
reduced cost in mobile payment, the compound annual growth rate of fingerprint
recognition will be 17% from 2015 to 2020.

Global fingerprint module revenue and adoption rate
We expect adoption of fingerprint sclution in high-end smariphones to reach 100% by 2017F and
penstration in mid-end smartphone to reach 85% by 2020F
(USDmn) e Higi-end {above USD300) (LHS)
45004 ° m Mid-end (USD100-299) (LHS) - 120%
: Penetration (High-end) (RHS)
----- Penetration (Mid-and) (RHS)

F 100%

80%
2,700 A

60%
1,800 A
40%

900 A 0%

2013 2014 2015F  20M6F  2017F 2018F  2019F  2020F

Source: Nomura estimates

Lastly, the sensing elements used for motion, moisture, temperature,
pressure and air monitoring will also be widely applied in mobile phones and
wearable devices. Compared with the conventional packaging technology, the
sensors mentioned above are too large to be installed in the mobile phone.
However, with the development of 3D packaging techniques, the sensors for
motion, temperature and moister can be placed in mobile devices (for example,
Galaxy by Samsung), and the pressure and air sensors will be narrowed down to
be installed in mobile devices.

. Market outlook for optical and various sensors —automotive electronics

In the market of high-end vehicles, each vehicle may be equipped with
about ten image sensors. Apart from the in-car monitor, pre-collision braking
system equipped with head camera, there are also a front, rear, left and right
camera to form an around view image monitoring system. Such image
information can also be applied in ADAS (Advanced Driver Assistance System)
which has entered into trial in America, Japan, Hong Kong and several countries
in Europe. It is estimated that ADAS can be put into use on highways.
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Roadmap for development of ADAS
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c. Market outlook for optical and various sensors — smart phones

The explosion of IOT is connected to the miniature of sensors, as the

bottom layer in 10T is the sensors. Miniaturized sensors (for image, motion

detection, temperature, moisture, pressure and terrestrial magnetism) are

installed in houses, offices, vehicles and mobile devices to be linked by means of

BlueTooth, ZigBee, Wi-Fi and mobile communication service provider. Through

the cloud computing, the results can be applied in various business, public and

family spaces.

Schematic layers of a ubiquitous sensor network
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Irternet of things: be ready for changes by Anne Lee

d. Market outlook for optical and various sensors — others
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(2)

Consumers are now paying more and more attention to the balance
between work and life, so there is an increasing number in people travelling or
having fun on weekends or holidays. Accordingly, UAV (unmanned aerial vehicle)
and action camera have become a necessity of leisure and entertainment,
especially that the UAVs have attached a great attention from CES. As a matter
of fact, neither UAV nor action camera can become popular without the
miniaturized packaging of image sensor, accelerograph and gyroscope.

Competition Situation

Our major products cover the wafer level packaging of image sensors,
fingerprint sensor, micro-motor control unit and power control unit, whose primary
competitors include:

Primary Competitors in Wafer
Level Packaging

Image sensor China Wafer Level CSP Co., Ltd.,

Huatian Technology Co., Ltd

Fingerprint sensor | China Wafer Level CSP Co., Ltd.

Major Products

4. Research and Development

(1)

(2)

a.

Research and development expense for recent years
Unit: NT$ Thousand

Year As of April

ltem 2015 30, 2016
R&D expense 359,845 108,577
Operating revenues 4,878,088 1,355,437
R&D expense to revenue (%) 7.38% 8.01%

Technical and R&D Overview
TSV (through-silicon via Package) packaging technology: successfully imported
CIS (CMOS Image Sensor) mass production, and other related applied MEMS
packaging process has been completed and verified the package into volume
production.
CIS-CSP process improvement technology: imported vehicle regulations imaging
packages, package verification has been completed vehicle regulations into mass
production.
Introducing special optical glass coating and applied to a variety of advanced
optical sensor.
Development of thick copper process, successfully applied to the integrated
passive components products and RF components products, has completed the
verification package into volume production.

. Application of infrared glass coating, glass coating and applied to the import of
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advanced infrared optical sensor element mobile phones.

f. Anew generation of improved through-silicon via packaging (TSV CSP) wafer-level
packaging technology research and development

g. by up to 350 the number of the patent proposal, Taiwan has achieved 125 patents,
90 China patents, three Japanese patents, one Germeny patent and 149 US
patents, each other are starting to apply in the case, most of then related to
advanced structural design and manufacturing method patent packaging
technology, a substantial increase in the company's technological

competitiveness.
(3) Successful development of the technology or product in recent years
Year ltem Main function/Benefit
Import “Temporary Thin wafer manufacturing process to enhance the
Bond Process” processing capability, manufacturing process using a
temporary carrier technology, reduce the risk of broken
2014 tablets.
Thick copper (1) Applied to the system chip and passive components
processing for power (resistors, inductors, etc.) product integration.
saving device (2) Low impedance for RF component wiring and heat
dissipation.
TSV process of Al Provide for the needs of different lead CSP package
wire developed and needs
2015 through the
Reliability Test

5. Long- and Short-term Business Development Plan
In front of the severe competition from business of the same trade and
ever-changing market, the short-term development plan of the Company is listed below:
(1) Short-term plan:
a. To develop the customer-oriented packaging service and enhance customer
satisfaction.

We will promote our high quality services trusted by all clients to meet their
demands with faster and better technology and services, and also provide
diversified packaging technology of wafer level processing to adapt to the
requirements of multiple products.

b. To strengthen the cooperation between the upstream, midstream and downstream
industrial chains.

On the occasion of higher requirements for advanced process, the
cooperation and integration between upstream, midstream and downstream
industries are the keys to the success of advanced process. The Company has
formed a strategic alliance with the wafer manufactures and the primary testing
factories, and collaborates with the large-sized integrated element manufacturer
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globally, hoping to become the leading enterprise in advanced packaging
technology and services.

c. To establish a sound operation mechanism with function as the core of cultivation,
SO as to improve the management and operation performance.

Through the education and training, the company can achieve its strategic
goals in business. With the improvement of management and technology as its
appeal, effective performance of the functions as the core of cultivation, and
improvement of work performance as the orientation, it will enhance the staff's
work efficiency to make the company able to cope with the rapid change of
environment and challenges.

(2) Medium and long term plan:
a. To maintain the long term cooperation and partnership with our clients and
suppliers

We will attach more attention on the long term cooperation with the upstream
and downstream manufacturers. During the process of division of labor based on
specialization, the Company will insist on acting as a trustworthy packaging
manufacturer to provide our clients with desired quality and service and also
maintain a good relationship with our suppliers.

b. To develop the innovation in R&D

We will devote ourselves in researching and developing the derived and new
process, such as the application of advanced 3D wafer stacking and substrate for
connecting wafer connection. The application of products shall be extended to
automotive and electronic industries rather than consume and PC products.

B. Industry Survey and Market Analysis
1. Market Analysis

(1) Sales region

Unit: NT$ Thousand

Year 2015
Region Amount %
Taiwan 2,112,030 43
United States 1,309,416 27
Europe 1,068,168 22
Asia 388,474 8
Total 4,878,088 100
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(2) Market Analysis and Market Share of Wafer Level Packaging Industry
It is predicted that the annual value of production of IC packaging and testing
industry will decline slightly (0.5%). According to the growth rate of 9% in smart
phone market mentioned before, the wafer level chip scale packaging industry will
also grow accordingly.

The annual value of production of IC
(US$100Milion) packaging and testing during 2011~2016
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Source: Topology Research Institute, Dec. 2015

The limitation in the size of smart phones has driven the wafer level chip scale
packaging and wafer level post passivation interconnection and even the 3D IC
system to the dominant position in the market. However, the eco-chain between the
wafer manufacturer and packaging plant is not merely the relationship of upstream
and downstream. According to the analysis by Topology Research Institute:

In terms of the application of 3D IC in wafer packaging of advanced
processing, the packaging plant has no dominant right and can only share the
primary process in the back-end-of-line which might be spread by the wafer
manufacturer to others. In addition, for the application of 3D IC in wafer packaging
of matured or special process, such as CIS and MEMS, there is no wafer
manufacturer directly involving into the relative packaging market. Taiwan
Semiconductor Manufacturing Company (TSMC) laid the stress on investing in the
fine technology in CIS and MEMS 3D IC packaging.

The businesses of a packaging manufacturer specializing in CIS and MEMS
packaging of the Company are divided into two categories: WL-CSP and WL-PPI.
For the former, the chips have been packaged completely and can be delivered to
the manufacturer directly; for the former, no complete packaging is finished, so it still
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requires the cooperation with the packaging plant. Currently, apart from introducing
the 12-inch WL-CSP production line into mass production, the Company will also
have to enlarge the proportion of WL-CSP business, like transferring part of
WL-PPL business into WL-CSP, so that the demands for common packaging and
testing plants can be lowered down.

Generally, regardless of the application of 3D IC packaging in chips of
advanced, matured or special process, its primary function is dependent on the
packaging and testing plants of the wafer manufacturer or supported by the wafer
manufacturer in technology and fund. As the traditional packaging and testing plant
is rather in the passive position and may probably be marginalized along with the
development of 3D IC, it is necessary for the plants to keep an eye on the change in
the industry to diversify the risks and develop business with higher initiative. (Note 1)

Pattern for Wafer Manufacturer to Involve in 3D IC

The wafer manufacturer
The wafer manufacturer Wincreas: has accomplished TSV

its cooperation with packaging and or RDL > Packadi d testi lant
Wafer manufacture ftesting plants to develop 3D IC > Fackaging and testing plants

involving in 3D IC together.

The wafer manufacturer develops
IC independently.

Source: Topology Research Institute 2015/04
Note 1: Research on the Development Trend of IC Manufacturing and
Packaging & Testing from the Perspective of 3D IC Zhang Wenhui
From the Report of Topology Research Institute

Yole Developpement states the production value of 3D IC packaging
will be up to USD 1.7 billion. The 3D wafer level packaging technique of the
Company is applied in products like MEMS and CIS, accounting for 9% of
the market share.

(3) Supply-demand Situation and Market Growth in the Future

The newly emerging technology in manufacturing semiconductor components
in the past few years is represented by the Mid-End process between the Front-End
and Back-End processes, which covers the wafer bumping technique, wafer level
package, such as Fan-out, WLP, WLCSP, 3DWLP, WL optics and 3D IC, with its
overall production value beyond USD 1.5 billion. Being the leading enterprise in
professional wafer level IC package, we are also the first company to realize the
commercialization of 3D wafer level packaging techniques. The technique can be

-63-



(4)

applied in various fields, including consumer electronic products, communication,
portable PCs and automobiles, with the products covering image sensors, optical
sensors, PMICs (power management integrated circuit), power discrete products,
analog integrated circuit, hybrid integrated circuit, MEMS (micro-electromechanical
systems), fingerprint sensor and integrated passive device.

Given the requirements for high level packaging process such as flip chip
BGA or flip chip CSP, wafer level CSp, Cu wire bond and Cu pillar, especially
considering the rising of 2.5D/3D IC or TSV (Through Silicon Via) in the future, the
wafer level packaging will continually play a key role.

Competitive Edges, Positive and Negative Factors in the Prospect and Relevant
Countermeasures

a. Competitive Edge

(a) To enhance the competitive advantage by improving the production efficiency
and reducing the costs
In recent years, the Company has actively facilitated the equipment
automation and optimization of production line to increase the utilization rate.
It will also take advantage of the allocation of production capacity of all plants
to provide products and services quickly in return for the loyalty of the
customers.

(b) Leading Technology to Produce Diversified Products and Application

Experienced in the R&D, manufacture and selling of IC semiconductor
for years, apart from our fine products, short delivery period and great
after-sales service that are highly praised by the clients, our marketing and
R&D teams also develop new comprehensive technical patent. Besides, to
meet the clients’ requirements, we also develop kinds of advanced wafer level
packaging and are selected by famous international brands as the qualified
supplier.

(c) Group Integration
As the subsidiary of Taiwan Semiconductor Manufacturing Company,
we utilize our own techniques and marketing ability to build a powerful client
base, and also work together with TSMC to provide the Turn-key service
including R&D and manufacture in the semi-conductor supply chain.

(d) Advantage of International Division
The development of packaging industry in Taiwan is positioned as the
partner for global semiconductor manufacturer in the supply chain. With the
advanced strategy for technical development, we take the advantage of the
integration of quality, cost, delivery, production capacity and service to
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enhance its overall competitiveness in the international division. Being the
provider of advanced wafer level packaging service, we can not only offer
both domestic and foreign clients with complete system of supply chain
designed by the upstream IC design. Moreover, by cooperating with IC
Foundry Company, we are able to solve the issues derived during the
production process.

b. Positive Factors in the Prospect
(a) Advancement in Wafer Level CSP

To meet the requirements for end products, we have constantly
promoted the development of the Wafer Level CSP process. Currently we aim
to achieve the following goals for packaging process: miniaturization, adoption
of energy-saving components, heterogeneous Integration, and improvement
of product performance; by pursuing those goals, we hope to break through
the boundaries of Moore's law and bring the utmost performance and
integration of semiconductor components and modules. It is worth noting that
the stacking technologies for Wafer Level CSP have already been developed
from Embedded WLP to Stacked Chip Scale Package (SCSP) and Through
Silicon Via (TSV), etc. As shown by the progress of this technological
development, enterprises in semiconductor packaging are constantly pursuing
the 3D staked package technology which can make chips thinner, cut down
the material costs and improve the power-efficiency of chips with reduced
electromagnetic interference and lower power consumption. In face of the
opportunities created by the development of Wafer Level CSP, enterprises of
Taiwan have an edge in industrial ecology since it has a complete industrial
chain for semiconductors. Therefore, it is reasonable to predict a good
prospect for the application of Wafer Level CSP techniques.

(b) Asia to be the largest emerging market for consumer electronics

In 2014, the growth in global market of consumer electronics is mainly
driven by the accelerating development of four major emerging markets,
namely Asia, the Middle East, Africa and the Eastern Europe. Moreover, it is
believed that the sales volume of consumer electronics in emerging Asian
countries will for the first time ever surpass that in North America, which
means Asia will become the largest market for consumer electronics in the
world by taking up as large as 24% in the global market. Apart from the
increasing sales of consumer electronics in China, recently electronic
manufacturers in Taiwan have mainly gained growing profits in Malaysia,
Thailand, and emerging markets like Indonesia, Vietham and Philippines
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where a rising number of people in middle class can be found. All those factors
have contributed to the substantial growth in sales of consumer electronics in
the emerging Asian markets.

(c) Independent research and development of core technologies

The company is always strengthening its R&D ability. In recent years,
we have successfully developed the technique of Wafer Level Post
Passivation Interconnection which can be applied to motion sensors,
fingerprint sensors and automobile electronics, and because of the
outstanding quality of our products, we have been recognized as a qualified
supplier by many prestigious international brands and automobile
manufacturers. At the mean time, we have also developed the technique of
Wafer Level Post Passivation Interconnection specifically to be adopted for
multiple types of micro-electro mechanical (MEMS) sensors. It is worth
mentioning that this technique can meet the demand for producing thinner and
lighter chips; therefore, it is deemed an indispensable technique for
developing the cutting-edge mobile devices and wearable devices.

c. Negative Factors in the Prospect and Relevant Countermeasures
(a) End products with a shorter product life cycle and a lower average sales price
Since the products are highly substitutable, they are faced with
particularly fierce competition when a large number of competitors are taking
their own shares in the market. As a result, price will drop at an accelerating
rate, and the profit margin will be thinner.

Countermeasures:

In view of constant changes in the market and the technology of
electronic and semiconductor industries, the company should explore a
competitive niche by continuously developing advanced process of
manufacturing and new derivative technologies. Meanwhile, we should
strengthen the cooperation with key customers and strive to integrate the
leading technologies of upstream industries, so as to provide our customers
with high value-added solutions for packaging. Apart from ensuring the timely
introduction of customers’ products into the market, we should also strain to
enhance our productivity and lower the operating costs by improving the
management of manufacturing, which will lead to higher profits or at least a
stable profit margin.

(b) China vigorously fostering mainland semiconductor enterprises
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The Chinese government has offered strong financial support for
developing advanced manufacturing technologies of semiconductors,
including IC design, IC foundry, package testing, and equipment research and
development, etc. Backed by a large number of funds, mainland
manufacturers can obtain larger market share and attract more talents by

lowering the market price.

Countermeasures:

The company should concentrate on exploring advanced techniques of
Wafer Level CSP and achieve product differentiation by designing products
according to requirements for different functions and applications. Meanwhile,
automatic equipment should be introduced to the production so as to enhance
productivity and product quality and effectively cut down the costs. Besides,
we should divert the company to the niche application market in other fields
like sustainable energy, healthcare and automotive electronics. In view of the
increasing demand for analog chips and sensor chips, etc., the company
should gain an edge by obtaining more patented techniques and thus makes
us more stand in the advantageous position in front of the severe competition.

2. Usage and manufacturing processes for the company's main products

(1) Usage for the company's main products

Product Main purpose Main application
Wafer Level Chip Image sensors, Phone, tablet,
Scale Packaging environmental sensors notebook, computers,
automotive, medical
Wafer Level Post Fingerprint sensors, Phone, tablet,
Passivation actuators sensors, notebook computers,
Interconnection micro-electromechanical | cars
components, power,
analog and RF
components

(2) Manufacturing processes for the company's main products

a. Wafer level CSP packaging technology manufacturing processes:

That has not been carried out before cutting the wafer, the entire wafers
complete the package via a film, yellow and etching the wafer process, and finally
cut into a single IC, this process can be seen as extending front semiconductor fab
process. The biggest advantage is in the process of packaging, the whole piece by
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way of a wafer manufacturing process, but at the same time the individual I1C
package complete packaging process to reduce expenditures. The basic step of
the packaging process, such as the following:

(a) With a piece of adhesive high light-transmissive thin glass wafer affixed to the
front of the customer to protect the wafer surface from contamination.

(b) Grinding sticky back glass wafer so that the thickness of the wafer becomes
thin, thereby reducing the thickness of the package after. And of etching the
wafer scribe the back of the silicon material removal, so the dolphin
independent IC produced on the adhesive protective sheet of glass.

(c) The protective layer of glass affixed to the back of the wafer, in order to achieve
the protective effect completely covered the IC.

(d) In the glass surface ready to make welding points (Solder Joint) is covered with
a layer of organic material as an insulating buffer layer.

(e) Cutting between individual IC exposed pad sectional then sputtered metal layer,
then use the three-dimensional exposure, developing and etching processes
required to complete the metal line so that the line of the IC pad sectional
communicating.

(f) On the metal line covered with a protective layer.

(g) BGA form of printing element places a manner where the solder paste is printed
on the entire wafer chip solder joints, after reflow (Reflow) the formation of
solder balls.

(h) Cutting the wafer become single package complete IC.
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Wafer Level CSP —Shell 3D Process Flow

Step A: Passivation and Pad Extension Layers
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Step E: Passivation coating and BGA formation

Solder Ball

Step F: Dicing and Final inspection

—

Solder Ball

—

. TSV (through-silicon via packaging) technology step description:

(a) In a piece of adhesive high light-transmissive thin glass wafer affixed to the

front of the customer to protect the wafer surface from contamination.

(b) After grinding sticky back glass wafer so that the thickness of the wafer
becomes thin, thereby reducing the thickness of the package.

(c) Perform TSV etching as the hole RDL line connection.

(d) In the surface of the wafer is coated with a silicon dioxide as the insulating
layer.

(e) Sputtering surface of the wafer on the metal layer, then use the
three-dimensional exposure, developing and etching processes required to
complete the metal line so that the line of the IC pads sectional communicated.

(f) On the metal line covered with a protective layer.

(g) BGA type printing element places manner solder paste printed on the entire
wafers weld position where, after reflow (Reflow) the formation of solder balls.
Finally, the wafer is diced into single pieces to complete the package of IC.
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TSV Wafer Level Package — Process Flow

Step A: Glass attachment
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Step D: Isolation formation

Center of scribe line
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Step E: RDL process
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(3) MEMS package flow description:

MEMS Wafer Level Package — Process Flow

Step A: Dicing on reference cuts

Step B: Double-side polishing

Step C: Partial dicing

e
| EEEE———

c. Future development plans:

In order to accelerate the development of advanced optical wafer-level
packaging technology to expand in high-end image sensors used in mobile phones
market, the future will focus on opening the package type through-silicon via (TSV)
application, 3D wafer in a variety of optical sensor elements packaging technology
(3D IC package) package and a new generation of improved through-silicon via
(TSV CSP) and other wafer-level packaging technology research and development,
innovation and wafer-level packaging technology will expand its product line and
services to micro-electromechanical (MEMS), power field effect transistors, power
control and analog components and other products.



3. Supply situation for the company's major raw materials

Major Raw Materials Supply Name Foreign | Domestic | Supply Situation
Thin Glass SCHOTT ~ NEG v Good
Electrolysis Photo Resist Rohm & Haas v Good
Photo Resist Merk Performance Material v Good
Target Umicore ~ Grikin v Good
Solder Mask Rohm & Haas v Good

4. Major Suppliers and Clients:

(1) A list of any suppliers accounting for 10 percent or more of the company's total
procurement amount in either of the 2 most recent fiscal years: None.

(2) A list of any clients accounting for 10 percent or more of the company's total sales
amount in either of the 2 most recent fiscal years:

Unit: NT$Thousand

2014 2015 As of March 31, 2016
Item [ Company o Relation with |Company o, |Relation with |Company o Relation with
Name Amount & issuer Name Amount & issuer Name Amount & issuer
Investors that Investors that Investors that
take equity  |Tsmc take equity |Tsmc take equity
1 [Tsmc Group|1,732,290 | 35 method over |Group 1,812,248 | 37 method over |Group 382,178 | 36 method over the
the Company the Company Company
Parent
ovT ovT Compan
2 1,425,860 | 29 | company of 1,209,191 | 25 None PAYI 311,576 | 30 None
Group the juristic Group
director
Company Company
3 |CompanyA| 667,339 | 13 None A 1,015,974 | 21 None A 157,670 | 15 None
Company Company
4 [Company B| 476,558 | 10 None 323,443 7 None 69,396 6 None
Others 632,031 | 13 Others 517,232 | 10 Others 133,341 | 13
Net Sales 4,934,078 | 100 Net Sales|4,878,088 | 100 Net Sales|1,054,161 | 100

5. Production in the last two years:

Unit: NT$Thousand, Thousand pice (8 inch equivalent wafer)

Year 2014 2015

Output
Major Products Capacity | Output Amount | Capacity | Output Amount
Wafer Level Chip
Scale Packaging 437 314 2,783,245 421 267 3,030,653
Wafer Level Post
Passivation 554 397 1,158,335 615 427 1,054,041
Interconnection
Others 0 0 14,567 0 0 11,110
Total 991 711 3,956,147 1,036 694 4,095,804
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. Shipment and net revenue in the last two years:

Unit: NT$Thousand, Thousand pice (8 inch equivalent wafer)

Year 2014 2015
Shipemet & Revenue Domestic Export Domestic Export
Major Products Quantity| Net revenue |Quantity | Net revenue | Quantity | Net revenue |Quantity| Net revenue
Wafer Level Chip Scale
Packaging 30 286,285 287 | 2,742,514 30 295,465 238 2,611,568
Wafer Level Post
Passivation 311 | 1,769,507 86 110,463 334 | 1,810,498 95 135,511
Interconnection
Others 0 13,522 0 11,787 0 6,067 0 18,979
Total 341 | 2,069,314 373 | 2,864,764 364 | 2,112,030 333 | 2,766,058
C. Personnel Structure
Year 2014 2015 | AsotAp
30, 2016
Direct Labor 1,278 1,231 1,257
Number of " b
Employees Indirect Labor 693 749 716
Total 1,971 1,980 1,973
Average Age (years) 33 33 33
Average Years of Service (years) 34 3.9 4.1
Ph.D. 11 15 15
Masters 305 355 339
Education Bachelor’s Degree 913 917 918
Senior High School 688 641 652
Below Senior High
School 54 52 49

D. Environmental Protection Measures

1. The loss or penalty caused by environmental pollution:

2014: None

2015: (1) Additional monitor sensors for wastewater effluent quality were different with
the formal document that approved by government. The penalty was

NT$10,000.

(2) Two waste-treatment violations due to employee wrong registration on the
EPA’s Industrial Waste Report and Management System. The penalty was

NT$120,000.
2. Countermeasures:

Formal document update periodically and second employee double check before
waste report register to EPA’s Industrial Waste Report and Management System.

Besides operating and maintaining waste water and air pollutant treatment facilities
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as well as conducting waste sorting pursuant to environmental regulations, as a member
of the global community, the Company constantly follows the latest trends of international
environmental protection and is dedicated to developing and implementing various
carbon footprint reduction programs. By means of the above actions, the Company hopes
to conserve electric energy and reduce greenhouse gas (GHG) emissions in order to
alleviate greenhouse effect and global warming.

The Company has obtained Environmental and Safety Management System
certifications such as ISO 14001 and OHSAS 18001 for many years. However, it still
constantly promotes and improves the environment and safety system as well as the
culture of its factories every year. It has further adopted measures to meet the
requirements of the Taiwan Occupational Safety and Health Management System
(TOSHMS) and has obtained the certification. Additionally, it has passed the Greenhouse
Gas Inventory Assessment and the carbon footprint assessment of the main products.
The Company is dedicated to its Environment, Health and Safety Policies. (A Sustainable
Taiwan, A Beautiful Planet, A Safer Home)

E. Labor Relations
1. List any employee benefit plans, continuing education, training, retirement systems, and
the status of their implementation, and the status of labor-management agreements and
measures for preserving employees' rights and interests:

(1) Employee Benefit Programs

a. According to “Employee Welfare Fund Ordinance”, Xintec has organized the
Employee Welfare Committee for employee benefits and bonuses.

b. All employees will be participating in the national health insurance, labor insurance
and group insurance. Each employee can apply the insurance benefits and
participation in training programs.

c. Xintec's compensation program includes year-end bonuses. When annual
settlement, after paying taxes, making up a deficit, reserving dividends and fund, if
have any surplus, Xintec will allot bonus in according to related regulations.

d. Xintec has performance management system. Depending on the quarterly
operating results, the President can decide whether to grant quarterly incentive
bonus.

(2) Training & Development

In Xintec, we treat our employees as the most important assets. We focus on
personal effectiveness, technical, or managerial training program to strengthen and
broaden employees’ view and competencies for employees’ career.

In 2015, Xintec conducted 60 internal training sessions, which translated to a
company-wide total of nearly 218.5 training hours with the participation of over 1,904
attendees. And also record or revised 197 e-courses. Employees on average
attended over 44.18 hours of training and the total training expenses reached
NT$1,423 thousand. Xintec’s training programs include:
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a. New Employee Training
Provide basic knowledge and ESH training for new employees.

b. Personal Effectiveness
Provide personal effectiveness training courses to have our employees equipped
to work efficiently and effectively. The course includes time management,
presentation skill, how to hold the meeting, confrontation management, and so on.

c. Technical Training
Align internal and external experts to develop technical training courses to
strengthen our competitiveness.

d. On-the-Job Training
Provide technical and professional training required by different functions within the
Company.

e. Managerial Training
According to required manager's competencies, provide different level managerial
training courses to enhance manager's managerial skills.

f. Specific Qualification
According to related regulations or their performance, implement certificate training
for upgrading the product quality by means of improving the competencies and
skills of the employees.

(3) Retirement Policy:

According to the related laws and regulations, Xintec contributes an amount
equal to 2% of salaries paid each month to employees’ respective pension funds,
which are administered by the Labor Pension Fund Supervisory Committee and
deposited in the Committee’s name in the Bank of Taiwan. According to the related
laws and regulations, implement pension payment program. Since July 1, 2005,
according to the Labor Pension Act, Xintec has made monthly contributions equal to
6% of each employee’s monthly salary to employees’ pension accounts.

(4) Labor-Management relationship:

Xintec has established the related regulations for recruitment, promotion,

retirement, pension and other benefits to enhance Labor-Management relationships.
(5) Working Environment and Employee Safety Protection:

Xintec’s ESH policy is focused on establishing a safe working environment,
preventing occupational injury and iliness, keeping employees healthy, enhancing
every employee’s awareness and sense of accountability to ESH. The entrances to
the company are equipped with access control device; the gym and nursing room
with an emergency pressure deduction; the main entrance and public areas have 24
hours security guards to protect the personal safety.

Health promotion activities for employees include fithess programs, body
weight control programs, health examination, health lecture, provide the
visually-impaired massage station and health care professionals provide health
services.

Participate in government activities and obtain “Badge of Accredited Healthy
Workplace" from the Ministry of Health and Welfare National Health Agency.
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2. List any loss sustained as a result of labor disputes in the most recent fiscal year, and
during the current fiscal year up to the date of printing of the annual report, disclose an
estimate of losses incurred to date or likely to be incurred in the future, and indicate
mitigation measures being or to be taken: None.
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F. Major Contracts

Agreement Counterparty Period Major Contents Restrictions
Technology |Engineering and IP WLCSP (wafer level chip scale[Duty of confidentiality
license Advanced Technologies |06/2000~(Notel) |packaging technology license)
agreement |Ltd.(formerly ShellCase Ltd.)

The contract shall not
08/2015~12/2020 |Zhongli Industrial Park (A1-1) be transfered, gifted,
splited or otherwise
disposed
09/2010~12/2016 |Zhongli Industrial Park (A4-1~ A4-4) |The contract shall not
05/2003~12/2019  |Zhongli Industrial Park (A5-3) be subleased, lended
: ; _ _ or for others to use.
10/2003-12/2019 Zhongli Industrial Park (A1-3,A1-4,
A2-4)
11/2003~12/2019 |Zhongli Industrial Park (A5-1)
03/2016-12/2021 Zhongli Industrial Park(A6-1,A6-2,
A8-2)
L 01/2013~12/2018 |Zhongli Industrial Park (C7-1,C7-2)
ease — -
agreement 08/2015-08/2019 No.6, Z|_hC|ang 1nd Rd., Zhongli
Industrial Park
04/2012~12/2018 |Zhongli Industrial Park (A7-3)
08/2012~12/2018 |Zhongli Industrial Park (A3-1)
01/2013~12/2018 |Zhongli Industrial Park (C9-1,C9-2)
Zhongli Industrial Park
03/2012~12/2018 (C8-2,C10-1,C10-2)
05/2010~04/2020 Zhongli Industrial Park (A5-4 ~ A7-2 ~
A8-3)
Unice E-O services Inc. 11/2010~10/2020 |Zhongli Industrial Park (A3-3, A3-4)
Argosy Research Inc. 05/2013~04/2017 |zZhongli Industrial Park (C2-2)
DailyCare BioMedical Inc. 07/2015~12/2016 |Zhongli Industrial Park (A8-4)
Far Eastern International 04/2016~04/2021 |Working capital Line C shall not be a
Bank pledge to others or
i other financial
Far Eastern International 05/2013~05/2018 |Working capital . .
Bank commitments ratio
Far Eastern International . . without the consent of
Bank 05/2013~05/2018 |Machinery and equipment collateral the Bank
Far Eastern International . .
Borrowing  |gank 11/2014~12/2019 [Machinery and equipment collateral
contracts e .
Taipei Fubon Commercial e 5615 05/2017 | working capital
Bank
Taipei Fubon Commercial | /7013-05/2017 | Working capital
Bank
First Commercial Bank 07/2012~07/2018 |Working capital
Far Eastern International 11/2014-12/2019 |Guarantee None
Bank
Backend
service TSMC 06/2013~(Note2) |[Backend packing service Duty of confidentiality
contract

Notel: The contract is still valid except with the consent of the parties to terminate.
Note2: The contract is still valid except with the consent of the parties to terminate.
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V1. Operational Highlights

A. Most Recent 5-Year Concise Financial Information

1. Most Recent 5-Year Concise Balance Sheet and Statement of Comprehensive

Income

(1) Concise Balance Sheet- IFRS

Unit: NT$, in thousands

v As of
ear
ltemn 2011 2012 2013 2014 2015 Mazrggsl'
(Note2)
Current assets 1,413,118 | 2,211,767 2,035,251 | 1,771,461 | 1,740,048
Net property, plant and 4,453,092 | 6,026,007 6,591,778 | 6,561,638 | 6,337,668
equipment
Intangible assets 82,535 71,694 87,437 81,986 77,837
Others assets 82,211 52,689 112,803 104,128 116,441
Total asstes 6,030,956 | 8,362,157 8,827,269 | 8,519,213 | 8,271,994
Befor 807,479 | 2,309,199 | 1,760,450 | 1,592,892 | 1,304,576
Current Distribution
liabilities |After 831,101 | 2,439,220 | 2,046,195 | (Notel) -
Distribution
Non-current liabilities 1,387,844 | 1,937,542 | 2,412,576 | 1,074,440 | 1,174,940
Befor 2,195,323 | 4,246,741 | 4,173,026 | 2,667,332 | 2,479,516
Total Distribution
Liabilities |After 2218945 | 4376762 | 4458771 | (Notel) )
Distribution N/A
Equity attributable to
sharlholders of parent 3,835,633 | 4,115,416 | 4,654,243 | 5,851,881 | 5,792,478
company
Capital stock 2,362,079 | 2,364,018 2,381,207 | 2,688,761 | 2,689,614
Capital surplus 513,458 524,855 547,724 | 1,580,613 | 1,582,133
. Befor 960,096 | 1,226,824 1,726,135 | 1,584,281 | 1,522,283
Retained Distribution
earnings  \After 936,474 | 1,096,803 1,440,390 | (Notel)
Distribution
Other equity - (281) (823) (1,774) (1,552)
Treasury stock - - - - -
Non-controlling interests - - - - -
Befor 3,835,633 | 4,115,416 | 4,654,243 | 5,851,881 | 5,792,478
.. |Distribution
Total equity After
er - 3,812,011 | 3,985,395 | 4,368,498 | (Notel) -
Distribution

Note 1: Subject to change after shareholders’ meeting resolution.
Note 2: Numbers are unreivewed.
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(2) Concise Statement of Comprehensive Income- IFRS

Unit: NT$, in thousands

Year As of
March 31,
2011 2012 2013 2014 2015 2016
ltem (Notel)
Operating revenue 3,139,385 | 4,256,761 | 4,934,078 | 4,878,088 | 1,054,161
Gross profit 249,852 695,142 948,204 691,371 (75)
Operating income (loss) (96,240) 380,636 675,630 234,619 (69,855)
Non-operating income and (11,529) (31,873) (15,704) (20,354) (4,841)
expense
Income (loss) before income (107,769) | 348,763 659,926 214,265 (74,696)
tax
Profit (loss) from continuing (90,205) | 288,881 628,653 146,799 (61,998)
operations
Loss from discontinuing i i i i )
operations
Net income (loss) (90,205) 288,881 628,653 146,799 (61,998)
Other comprehensive income 571 1,188 137 (3,859) 299
(loss) N/A
Total comprehensive income (89,634) | 290,069 628,790 142,940 (61,776)
(loss)
Netincome (loss) attributable (90,205) | 288881 | 628,653 | 146,799 (61,998)
to owner of the corporation
Net income (loss) attributable i i i i )
to non-controlling interests
Comprehensive income
(loss) attributable to owner of (89,634) 290,069 628,790 142,940 (61,776)
the corporation
Comprehensive income
(loss) attributable to - ) ) - B
non-controlling interests
Earnings (loss) per share (0.38) 1.22 2.65 0.56 (0.23)

Note 1: Numbers are unreviewed.
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(3) Concise Balance Sheet- R.O.C. GAAP

Unit: NT$, in thousands

Year 2011 2012 2013 2014 2015
Item
Current assets 1,362,652 1,396,755
Fund and investment B B
Fixed assets 4,980,991 | 4,453,092
Intangible assets ) )
Other assets 148,801 166,917
Total assets 6,492,444 6,016,764
Befor 920,559 776,126
Current liabilities Distribution
After 943,922 799,748 N/A
Distribution
Long-term liabilities 1,612,036 1,383,911
Other liabilities B B
Befor 2,532,595 | 2,160,037
Total Liabilities Distribution
After 2,555,958 | 2,183,659
Distribution
Capital Stock 2,335,811 2,362,079
Capital surplus 505,177 513,458
Befor 1,119,093 981,190
. . Distribution
Retained earnings
After 1,072,367 957,568
Distribution
Unrealized gain(loss) on financial (232) )
instruments
Cumulative translation B B
adjustments
Loss on unrecognized pension ) )
costs
Befor 3,959,849 | 3,856,727
Total shareholders’ | Distribution
: After 3,936,486 3,833,105
equity Distribution
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(4) Concise Income Statement —R.O.C. GAAP

Unit: NT$, in thousands

ltem Year 2011 2012 2013 2014 2015
Net revenue 3,866,586 3,139,385
Gross profit 587,154 249,240
Operating income (loss) 248,699 (82,100)
Non-operating income and gain 49,556 36,050
Non-operating expense and 141,186 62,691
losses
Income from continuing 157.069 (108,741)
operations before income taxes
Net inclome for continuing 134,422 (91.177) NIA
operations
Income from discontinued ) )
operations
Extraordinary gain (loss) - -
Translation adjustments and ) )
other equity adjustment
Net income (loss) 134,422 (91,177)
Earnings (loss) per share 0.57 (0.39)

2. CPAs and Their Opinions for Most Recent 5-Years

Year Name of CPA Auditor’s Opinion

2011 Huang Hung Wen An Unqualified Opinion
Lin Hung Peng

2012 Lin Hung Peng An Unqualified Opinion
Huang Yu Feng

2013 Lin Hung Peng An Unqualified Opinion
Huang Yu Feng

2014 Lin Hung Peng An Unqualified Opinion
Huang Yu Feng

2015 Huang Yu Feng An Unqualified Opinion
Lin Cheng Chih
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B. Most Recent 5-Year Financial Analysis
1. Financial Analysis- IFRS

vear MaAnS:hOfsl
Item 2011 2012 2013 2014 2015 2016 ’
(Notel)
Capital Debts Ratio (%) 36.40 50.79 47.27 31.31 29.97
Structure _
Analysis ggggEgeJEmiﬂl?‘z(yj)o Property, Plant 117.30 | 10045 | 107.21 | 105.56 109.94
Current Ratio (%) 175.00 95.78 115.61 111.21 133.38
Liquidity . .
Analysis Quick Ratio (%) 147.64 83.34 99.33 90.25 112.04
Times Interest Earned (Times) (4.75) 13.39 20.43 9.71 (12.39)
Average Collection Turnover (Times) 7.05 7.28 5.84 6.40 6.44
Average Collection Days 51.77 50.13 62.50 57.03 56.67
Operatin Average Inventory Turnover (Times) 19.17 19.45 18.52 18.46 19.12
Perﬁ’orm;n%e Average Payment Turnover (Times) 1853 | 17.83 | 1502 | 14.83 16.43
Analysis Average Inventory Turnover Days 19.04 18.76 19.70 19.77 19.08
Property, Plant and Equipment N/A 0.70 0.81 0.78 0.74 0.65
Turnover (Times)
Total Assets Turnover (Times) 0.52 0.59 0.57 0.56 0.50
Return on Total Assets (%) (1.26) 4.34 7.64 1.93 (2.73)
Return on Total Equity (%) (2.32) 7.27 14.34 2.79 (4.26)
Profitability |Pre-tax Income to Paid-in Capital
Analysis  |Ratio (%) (4.56) 14.75 27.71 7.97 (11.112)
Net Margin (%) (2.87) 6.79 12.74 3.01 (5.88)
Basic Earnings Per Share (NT$) (0.38) 1.22 2.65 0.56 (0.23)
Cash Flow Ratio (%) 80.22 88.09 67.99 104.59 (8.86)
Cash flow [|Cash Flow Adequacy Ratio (%) 96.53 85.96 79.63 73.71 81.13
Cash Flow Reinvestment Ratio (%) 6.65 18.09 8.05 9.76 (0.81)
Operating Leverage (13.34) 4.82 3.42 8.73 (6.27)
Leverage
Financial Leverage 0.88 1.08 1.05 1.12 0.93

The reasons for all financial ratio changes within the most recent two years are as follows (if less than 20% are
exempt from analysis):

1. Debts ratio decreased was mainly due to repayment of long-term bank loans.
2. Times interest earned decreased was mainly due to the decrease in the income before income tax.
3. Return on total assets and return on total equity decreased was mainly due to the decrease in the net income.

4. Pre-tax income to paid-in capital ratio - net margin and EPS decreased was mainly due to the decrease in the net income.

5. Cash flow ratio and cash flow reinvestment ratio increased was mainly due to cash flow from operating activities increased
in 2015.

6. Operating Leverage increased was mainly due to the decrease in the operating income in 2015.

Note 1: Numbers are unreviewed.
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Formula :
1. Capital Structure Analysis
(1) Debt Ratio = Total Liabilities / Total Assets
(2) Long-term Fund to Property, Plant and Equipment Ratio = (Shareholders’ Equity
+Noncurrent Liabilities) / Net Property, Plant and Equipment
2. Liquidity Analysis
(1) Current Ratio = Current Assets / Current Liabilities
(2) Quick Ratio = (Current Assets - Inventories - Prepaid Expenses) / Current
Liabilities
(3) Times Interest Earned = Earnings before Interest and Taxes / Interest Expenses
3. Operating Performance Analysis
(1) Average Collection Turnover (Times)= Net Sales / Average Trade Receivables
(2) Average Collection Days =365, Average Collection Turnover
(3) Average Inventory Turnover (Times)=Cost of Sales / Average Inventory
(4) Average Payment Turnover (Times)= Cost of Sales / Average Trade Payables
(5) Average Inventory Turnover Days= 365, Average Inventory Turnover
(6) Property, Plant and Equipment Turnover (Times)= Net Sales / Average Net
Property, Plant and Equipment
(7) Total Assets Turnover (Times)=Net Sales / Average Total Assets
4. Profitability Analysis
(1) Return on Total Assets = (Net Income + Interest Expenses * (1 - Effective Tax Rate))
/ Average Total Assets
(2) Return on Total Equity = Net Income ~Average Total equity
(3) Pre-tax Income to Paid-in Capital Ratio = Income before Tax / Paid-in Capital
(4) Net Margin = Net Income / Net Sales
(5) Earnings Per Share = (Net Income Attributable to Shareholders of the Parent —
Preferred Stock Dividend) / Weighted Average Number of Shares Outstanding
5. Cash Flow
(1) Cash Flow Ratio = Net Cash Provided by Operating Activities / Current Liabilities
(2) Cash Flow Adequacy Ratio = Five-year Sum of Cash from Operations / Five-year
Sum of Capital Expenditures, Inventory Additions, and Cash Dividend
(3) Cash Flow Reinvestment Ratio = (Cash Provided by Operating Activities - Cash
Dividends) /(Gross Property, Plant and Equipment + Long-term Investments +
Other Noncurrent Assets+ Working Capital)
6. Leverage
(1) Operating Leverage = (Net Sales - Variable Cost) / Income from Operations
(2) Financial Leverage = Income from Operations / (Income from Operations — Interest
Expenses)

-85-



2. Financial Analysis- R.O.C GAAP

Year 2011 2012 2013 2014 2015
Item
Capital Structure febts Ratlcl):(%zI _ . 39.01 35.90
Analvsis ong-term Fund to Property, Plant
Y and Equipment (%) 111.86 117.69
Current Ratio (%) 148.02 179.96
Liquidity Analysis |Quick Ratio (%) 126.29 151.49
Times Interest Earned (Times) 8.90 (4.80)
Average Collection Turnover
(Times) 9.82 7.63
Average Collection Days 37.16 47.83
Average Inventory Turnover
Operating (Times) 22.03 19.18
Performance |Average Payment Turnover
Analysis (Times) 21.15 18.54
Average Inventory Turnover Days 16.56 19.03
Fixed Assets Turnover (Times) 0.78 0.70
Total Assets Turnover (Times) 0.60 0.52 N/A
Return on Total Assets (%) 2.39 (1.28)
Return on Total Shareholders’
Equity (%) 3.38 (2.33)
Profitability to Paid-in|operating income (loss) 10.65 (3.48)
Analysis Capital
Ratio (%) Pre-tax Income 6.72 (4.60)
Net Margin (%) 3.48 (2.90)
Basic Earnings Per Share (NT$) 0.57 (0.39)
Cash Flow Ratio (%) 94.60 82.36
Cash flow Cash Flow Adequacy Ratio (%) 79.75 06.34
g/il)sh Flow Reinvestment Ratio 721 6.67
Operating Leverage 6.77 (15.65)
Leverage
Financial Leverage 1.04 0.86

The reasons for all financial ratio changes within the most recent two years are as follows (if less than 20% are
exempt from analysis): N/A
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Formula :

1.

Capital Structure Analysis

(1) Debt Ratio = Total Liabilities / Total Assets

(2) Long-term Fund to Property, Plant and Equipment Ratio = (Shareholders’ Equity
+Noncurrent Liabilities) / Net Property, Plant and Equipment

. Liquidity Analysis

(1) Current Ratio = Current Assets / Current Liabilities

(2) Quick Ratio = (Current Assets - Inventories - Prepaid Expenses) / Current
Liabilities

(3) Times Interest Earned = Earnings before Interest and Taxes / Interest Expenses

. Operating Performance Analysis

(1) Average Collection Turnover (Times)= Net Sales / Average Trade Receivables
(2) Average Collection Days=2365, Average Collection Turnover

(3) Average Inventory Turnover (Times) = Cost of Sales / Average Inventory

(4) Average Payment Turnover (Times)= Cost of Sales / Average Trade Payables
(5) Average Inventory Turnover Days=365, Average Inventory Turnover

(6) Fixed Assets Turnover (Times)=Net Sales / Average Fixed Assets

(7) Total Assets Turnover (Times)=Net Sales / Average Total Assets

. Profitability Analysis

(1) Return on Total Assets = (Net Income + Interest Expenses * (1 - Effective Tax Rate))
/ Average Total Assets

(2) Return on Total Shareholders’ Equity = Net Income,~Average Total shareholders’
equity

(3) Pre-tax Income to Paid-in Capital Ratio = Income before Tax / Paid-in Capital

(4) Net Margin = Net Income / Net Sales

(5) Earnings Per Share = (Net Income Attributable to Shareholders of the Parent —
Preferred Stock Dividend) / Weighted Average Number of Shares Outstanding

. Cash Flow

(1) Cash Flow Ratio = Net Cash Provided by Operating Activities / Current Liabilities

(2) Cash Flow Adequacy Ratio = Five-year Sum of Cash from Operations / Five-year
Sum of Capital Expenditures, Inventory Additions, and Cash Dividend

(3) Cash Flow Reinvestment Ratio = (Cash Provided by Operating Activities - Cash
Dividends) /(Gross Property, Plant and Equipment + Long-term Investments +
Other Noncurrent Assets+ Working Capital)

6. Leverage

(1) Operating Leverage = (Net Sales - Variable Cost) / Income from Operations
(2) Financial Leverage = Income from Operations / (Income from Operations — Interest
Expenses)
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C. Audit Committee’s Review Report

Audit Committee’s Review Report

The Board of Directors has prepared the Company’s 2015 Business
Report, Financial Statements, and proposal for allocation of profits. The
CPA firm of Deloitte & Touche was retained to audit Xintec’'s Financial
Statements and has issued an audit report relating to the Financial
Statements. The Business Report, Financial Statements, and Profit
Allocation Proposal have been reviewed and determined to be correct and
accurate by the Audit Committee members of Xintec Inc. According to
Article 14-4, 14-5 of the Securities and Exchange Act and Article 219 of the
Company Law, we hereby submit this report.

Xintec Inc.

Chairman of the Audit Committee: Robert Hsieh

February 3, 2016
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D. Financial Statements and Independent Auditors’ Report

Xintec Inc.

Financial Statements for the
Years Ended December 31, 2015 and 2014 and
Independent Auditors’ Report
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INDEPENDENT AUDITORS' REPORT

The Board of Directors and Shareholders
Xintec Inc.

We have audited the accompanying balance sheetsiac Inc. (the “Company”) as of December 31, 2015
and 2014 and the related statements of compreleeim&ieme, changes in equity and cash flows foydses
ended December 31, 2015 and 2014. These finasteitdments are the responsibility of the Company'’s
management. Our responsibility is to express ama@pon these financial statements based on alitsau

We conducted our audits in accordance with the KR@everning the Audit of Financial Statements by
Certified Public Accountants and auditing standa@eiserally accepted in the Republic of China. Ehodes
and standards require that we plan and perfornatitit to obtain reasonable assurance about wh#iber
financial statements are free of material misstatgm An audit includes examining, on a test basiglence
supporting the amounts and disclosures in the fiadrstatements. An audit also includes assesttiag
accounting principles used and significant estisatede by management, as well as evaluating thelbve
financial statement presentation. We believe thataudits provide a reasonable basis for our opini

In our opinion, the financial statements referredbove present fairly, in all material respedts, financial
position of Xintec Inc. as of December 31, 2015 26dl4, and its financial performance and its céshd for
the years ended December 31, 2015 and 2014, oy with the Regulations Governing the Preparati
of Financial Reports by Securities Issuers, therhdtional Financial Reporting Standards, Inteoamaii
Accounting Standards, interpretations as well &ted guidance translated by the Accounting Rebeanc
Development Foundation and endorsed by the FinkBajervisory Commission of the Republic of China.

The statements of major accounting items listetthénfinancial statements of Xintec Inc. as of amdtlie year
ended December 31, 2015 are presented for the smmgoadditional analysis. Such statements haee be
subjected to the auditing procedures applied inaougits of the financial statements mentioned abowe our
opinion, such statements are consistent in all n@tespects in relation to the financial stateteers a whole.

[elottte £ Touche

February 3, 2016

Notice to Readers

The accompanying financial statements are intermhdygto present the financial position, resultopérations
and cash flows in accordance with accounting ppies and practices generally accepted in the Repolbl
China and not those of any other jurisdictions. e Btandards, procedures and practices to audit such
financial statements are those generally acceptetapplied in the Republic of China.

For the convenience of readers, the auditors’ répord the accompanying financial statements hawn be
translated into English from the original Chinessrsion prepared and used in the Republic of Chinéthere
is any conflict between the English version and dhiginal Chinese version or any difference in the
interpretation of the two versions, the Chineseglaage auditors’ report and financial statementslisheevail.
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XINTEC INC.

BALANCE SHEETS
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Note 6)
Financial assets at fair value through profit @sl¢Note 7)
Accounts receivable, net (Note 9)
Receivables from related parties (Notes 9 and 31)
Other receivables from related parties (Note 31)
Inventories (Notes 5 and 10)
Other financial assets
Other current assets (Notes 14 and 31)

Total current assets

NONCURRENT ASSETS
Financial assets measured at cost (Note 11)
Property, plant and equipment (Notes 5, 12 and 32)
Intangible assets (Note 13)
Deferred income tax assets (Notes 5 and 26)
Refundable deposits
Net defined benefit assets (Note 18)

Total noncurrent assets

TOTAL

December 31, 2015

December 31, 2014

Amount % Amount %
$ 824,386 10 $ 806,445 9
- - 389 -
344,108 4 265,766 3
240,676 3 673,319 8
27,720 - - -
239,935 3 213,777 2
672 - 2,697 -
93,964 1 72,858 1
1,771,461 21 2,035,251 23
6,561,638 77 6,591,778 75
81,986 1 87,437 1
94,857 1 102,010 1
9,271 - 8,904 -

- - 1,889 -
6,747,752 79 6,792,018 77
$ 8,519,213 100 $ 8,827,269 0

The accompanying notes are an integral part ofitlamcial statements.

LIABILITIES AND EQUITY

CURRENT LIABILITIES

Financial liabilities at fair value through profit loss
(Note 7)

Derivative financial liabilities for hedging (No&

Accounts payable (Note 31)

Salary and bonus payable

Accrued profit sharing bonus to employees and @rsation
to directors (Notes 19 and 28)

Payables to contractors and equipment suppliers

Current tax liabilities (Note 26)

Provisions - current (Notes 5 and 15)

Long-term borrowings - current portion (Notes hid 82)

Accrued expenses and other current liabilitiest€N\81)

Total current liabilities

NONCURRENT LIABILITIES
Long-term borrowings (Notes 17 and 32)
Provisions - non-current (Notes 5 and 15)
Net defined benefit liabilities (Note 18)

Total noncurrent liabilities
Total liabilities

EQUITY (Notes 19 and 28)
Share capital
Capital surplus
Retained earnings
Appropriated as legal reserve
Appropriated as special reserve
Unappropriated earnings

Other
Total equity

TOTAL

December 31, 2015

December 31, 2014

Amount % Amount %
$ 5,423 - $ 12,644 -
1,774 - 823 -
277,606 3 287,046 3
159,670 2 199,664 2
21,965 - 87,187 1
424,941 5 460,129 5
1,866 - 83,678 1
83,115 1 60,155 1
336,000 4 275,000 3
280,532 4 294,124 4
1,592,892 19 1,760,450 20
1,049,000 12 2,387,500 27
25,076 - 25,076 -
364 - - -
1,074,440 12 2,412,576 27
2,667,332 31 4,173,026 47
2,688,761 32 2,381,207 27
1,580,613 18 547,724 6
259,553 3 196,688 2
823 - 281 -
1,323,905 16 1,529,166 18
1,584,281 19 1,726,135 20
(1,774) - (823) -
5,851,881 69 4,654,243 53
$ 8,519,213 100 $ 8,827,269 100



XINTEC INC.

STATEMENTS OF COMPREHENSIVE INCOME

(In Thousands of New Taiwan Dollars, Except Earning Per Share)

OPERATING REVENUES (Notes 5, 21 and 31)
OPERATING COSTS (Notes 10, 28 and 31)
GROSS PROFIT

OPERATING EXPENSES (Notes 28 and 31)
Sales and marketing
General and administrative
Research and development

Total operating expenses

OTHER OPERATING INCOME AND EXPENSES, NET
(Notes 12, 22, 28 and 31)

INCOME FROM OPERATIONS

NON-OPERATING INCOME AND EXPENSES
Interest income (Note 23)
Finance costs (Note 24)
Other gains and losses (Note 25)

Total non-operating income and expenses
INCOME BEFORE INCOME TAX
INCOME TAX EXPENSE (Note 26)
NET INCOME
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified subsequentlprtafit or
IIg:?neasurement of defined benefit plans (Note 18)
Items that may be reclassified subsequently taitpoof
Igzzh flow hedge (Note 19)
Other comprehensive income for the year
TOTAL COMPREHENSIVE INCOME FOR THE YEAR
Earnings Per Share (Note 27)

Basic earnings per share
Diluted earnings per share

2015 2014
Amount % Amount %

$ 4,878,088 100 $ 4,934,078 100
4,186,717 86 3,985,874 81
691,371 14 948,204 19
43,315 1 39,809 1
109,767 2 147,006 3
359,845 7 276,680 5
512,927 10 463,495 9
56,175 1 190,921 4
234,619 5 675,630 14
4,807 - 6,114 -
(24,614) Q) (33,958) -
(547) - 12,140 -
(20,354) (1) (15,704) -
214,265 4 659,926 14
(67,466) (1) (31,273) (1)
146,799 3 628,653 13
(2,908) - 679 -
(951) - (542) -
(3,859) - 137 -
$ 142,940 3 $ 628,790 13

$ 0.56 $ 2.65

$ 0.56 $ 2.60

The accompanying notes are an integral part ofitla@cial statements.
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XINTEC INC.

STATEMENTS OF CHANGES IN EQUITY

(In Thousands of New Taiwan Dollars, Except Dividends Per Share)

Share Capital - Common Stock

BALANCE, JANUARY 1, 2014
Appropriation and distribution of 2013 earnings

Legal reserve

Special reserve

Cash dividends to shareholders

Total

Net income in 2014
Other comprehensive income in 2014, net of income tax
Total comprehensive income in 2014
Issuance of stock from exercise of employee stock options
Compensation cost of employee stock options
BALANCE, DECEMBER 31, 2014
Appropriation and distribution of 2014 earnings

Legal reserve

Special reserve

Cash dividends to shareholders

Total

Net income in 2015
Other comprehensive income in 2015, net of income tax
Total comprehensive income in 2015
Issue of ordinary shares for cash
Issuance of stock from exercise of employee stock options

Compensation cost of employee stock options

BALANCE, DECEMBER 31, 2015

The accompanying notes are an integral part of the financial statements.

Share
(In Thousands)

236,402

1,719

238,121

30,000

755

268,876

Amount Capital Surplus
$ 2,364,018 $ 524,855
17,189 18,058
- 4,811
2,381,207 547,724
300,000 960,000
7,554 9,518
- 63,371
$ 2,688,761 $ 1,580,613

-903 -

Retained Earnings Other
Legal Special Unappropriated Cash Flow
Reserve Reserve Earnings Total Hedges
$ 167,800 $ - $ 1,059,024 $1,226,824 $ (281)
28,888 - (28,888) - -
- 281 (281) - -
- - (130,021) (130,021) -
28,888 281 (159,190) (130,021) -
- - 628,653 628,653 -
- - 679 679 (542)
- - 629,332 629,332 (542)
196,688 281 1,529,166 1,726,135 (823)
62,865 - (62,865) - -
- 542 (542) - -
- - (285,745) (285,745) -
62,865 542 (349,152) (285,745) -
- - 146,799 146,799 -
- - (2,908) (2,908) (951)
- - 143,891 143,891 (951)
$ 259,553 $ 823 $ 1,323,905 $1584,281 $ (1,774)

Total Equity

$ 4,115,416

(130,021)
(130,021)

628,653
137
628,790
35,247

4,811

4,654,243

(285,745)
(285,745)
146,799
(3,859)
142,940
1,260,000
17,072

_ 63371

$5,851,881



XINTEC INC.

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

CASH FLOWS FROM OPERATING ACTIVITIE

Income before income t

Adjustments fol
Depreciatiol
Amortizatior
(Reversal of impairment loss) Impairment loss reized on

accounts receivak

Finance cos
Interest incom
Compensation cost of employee stock opt
Gain on disposal of property, plant and equipmen
Reclassification of property, plant and equipment into exj
Impairment loss recognized on property, plant and equif
Gain on foreign exchange,

Changes in operatirassets and liabilitie
Derivative financial instrumer
Accounts receivable, r
Receivables from related part
Other receivables from related par
Inventorie:
Other current asse
Other financial asse
Accounts payab
Salary and bonus paya
Provision:
Guarantee deposits recei'
Accrued expenses and other current liabil
Net defined benefit liabilitie
Accrued profit sharing bonus to employees and compens

to direcors
Cash generated from operati
Income tax pai

Net cash generated from operating activ

CASH FLOWS FROM INVESING ACTIVITIES
Acquisitions of
Property, plant and equipm:
Intangible asse
Proceeds from disposal
Property, plant and equipm:
Refundable deposipaic
Refundable deposits refunc
Interest receive

Net cash used in investing activi
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201¢ 2014
$ 214,26 $ 659,92
1,247,81. 1,289,57.
36,32¢ 26,87
(166€) 522
24,61+ 33,95¢
(4,807 (6,114
63,37: 4,811
(550) (236)
- 15,22:
24,41 86,06
(867) (2,94¢)
(6,837) 5,19:
(78,389 (30,73)
432,85: (157,09)
(1,579 141,19(
(26,15¢) 2,99:
(17,389 5,21¢
10,32¢ 177
(9,44() 43,18¢
(39,99 51,80¢
22,96( 9,51¢F
- (1,016,97)
(12,779 26,42¢
(655) (1,716
(65,22 44,02¢
1,812,12 1,230,86
(146,109 (33,970
1,666,011 1,196,89
(1,332,49) (1,808,001
(30,87¢) (42,62()
22,20¢ 23¢
(3,157) (3,56
2,79( 3,21(
4,79: 6,05¢
(1,336,74) (1,844,68)
(Continued)



XINTEC INC.

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

2015 2014
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term borrowings $ 300,000 $1,650,000
Repayments of long-term borrowings (1,577,500) (1,096,875)
Cash dividends paid (285,745) (130,021)
Issue of ordinary shares for cash 1,260,000 -
Proceeds from exercise of employee stock options 17,072 35,247
Interest paid (25,160) (35,261)

Net cash (used in) generated from financing activities (311,333) 423,090

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 17,941 (224,697)

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 806,445 1,031,142

CASH AND CASH EQUIVALENTS, END OF YEAR $ 824,386 $ 806,445
The accompanying notes are an integral part of the financial statements. onclud@ad)
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XINTEC INC.

NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014
(Amounts in Thousands of New Taiwan Dollars, Unless Specified Gitwise)

1. GENERAL

Xintec Inc. (the “Company”) was incorporated on September 11, 1998 Cbmpany is a dedicated
subcontractor of advanced packaging services in the semiconductaryindbhich engages mainly in
wafer level chip scale packaging (CSP) and wafer level pasdivation interconnection services. The
Company’s shares have been listed on the Taipei Exchange simce 80a 2015. The address of its
registered office and principal place of business is 9F, No.23 Riili, Jhongli Dist., Taoyuan City 32062,
Taiwan.

2. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorized by the board of difectesue on February 3, 2016.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND
INTERPRETATIONS

a. Initial application of the amendments to the Regulations GovethmgdPreparation of Financial
Reports by Securities Issuers and the 2013 version of the Interndioaatial Reporting Standards
(IFRS), International Accounting Standards (IASs), Interpretatiomst@fnational Financial Reporting
Standards (IFRIC), and Interpretations of IASs (SIC) endorsedthby Financial Supervisory
Commission (FSC) (collectively, “2013 IFRSs version”)

According to Rule No. 1030029342 and Rule No. 1030010325 issued by the FSC, the 2013 IFI
version and the related amendments to the Regulations Governingpiaga®ion of Financial Reports
by Securities Issuers should be adopted by the Company starting 2015.

The Company believes that as a result of the adoption of afoiemeh2013 IFRSs version and the
related amendments to the Regulations Governing the Preparationaotigl Reports by Securities
Issuers, the following items have impacted the Company’s financieirsats.

1) IFRS 13 “Fair Value Measurement”

IFRS 13 establishes a single source of guidance for fair vaéasurements and disclosures about
fair value measurements. It defines fair value, establistiesrework for measuring fair value,
and requires disclosures about fair value measurements. The disalegurements in IFRS 13
are more extensive than those required in the past standards. dfoplex quantitative and
qualitative disclosures based on the three-level fair value tigrgreviously required for financial
instruments only are extended by IFRS 13 to cover all assets and liabilitigsits scope.

The measurement requirements of IFRS 13 have been applied prospectively frang 1a8015.
Please refer to Note 30 for related disclosures.
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2) Amendments to IAS 1, “Presentation of Items of Other Comprehensive Income”

According to the amendments to IAS 1, the items of other compligheincome are grouped into two
categories: (@) items that will not be reclassified egbently to profit or loss; and (b) items that may be
reclassified subsequently to profit or loss. In addition, inctamen items of other comprehensive income is
also required to be allocated on the same basis. The aforengehéllocation basis was not strictly enforced
prior to the adoption of amendments.

Items not expected to be reclassified to profit or lossegameasurements of the defined benefit plans.
Items expected to be reclassified to profit or losses ate ftms hedges. However, the application of the

above amendments did not have any impact on the net income fgrathether comprehensive income for

the year and total comprehensive income for the year.

3) Amendments to IAS 19, “Employee Benefits”

Revised IAS 19 requires the recognition of changes in defined behkgations and in the fair value of plan
assets when they occur, and hence eliminates the “corridor appmeenitted under current IAS 19 and
accelerates the recognition of past service costs. Th&amvequires all remeasurements of the defined
benefit plans to be recognized immediately through other compregbénsbme in order for the net pension
asset or liability to reflect the full value of the plan deficisarplus.

Furthermore, the interest cost and expected return on plan asedtin current IAS 19 are replaced with a
“net interest” amount, which is calculated by applying thealist rate to the net defined benefit liability or
asset. In addition, the revised IAS 19 introduces certain changhe presentation of the defined benefit
cost, and also includes more extensive disclosures.

b. The IFRSs issued by IASB but not yet endorsed by the FSC

The Company has not applied the following IFRSs issued by the bASBot endorsed by the FSC.
As of the date the financial statements were authorized fog,isise initial adoption to the following
standards and interpretations is still subject to the effective date to behpdhhy the FSC.

New, Amended or Revised Effective Date Issued b
Standards and Interpretations (the “New IFRSs”) IASB (Note 1)
Annual Improvements to IFRSs 2(-2012 Cycl: July 1, 2014 (Note .
Annual Improvements to IFRSs 2(-2013 Cycl July 1, 201.
Annual Improvements to IFRSs 2(-2014 Cycl: January 1, 2016 (Note
IFRS 9 Financial Instrumer January 1, 201

Amendments to IFRS 9 and IFRS 7 Mandatory Effective Da  January 1, 201
IFRS 9 and Transition Disclosu

Amendments to IFRS 10 and IAS 28 Sale or Contribution of A To be determined b
between an Investor and its Assce or Joint Ventut IASB

Amendments to IFRS 10, IFRS 12 and IAS 28 Investment Enti January 1, 201
Applying the Consolidation Excepti

Amendment to IFRS 11 Accounting for Acquisitions of Interes  Januaryl, 201¢
Joint Operatior

IFRS 14 Regulatory Deferral Accou January 1, 201
IFRS 15 Revenue from Contracts with Custor January 1, 201
IFRS 16 Least January 1, 201
Amendment to IAS 1 Disclosure Initiati January 1, 201
Amendment to IAS 7 Disclosure Initive January 1, 201
Amendment to IAS 12 Recognition of Deferred Tax Asset: January 1, 201

Unrealized Losst
(Continued)
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New, Amended or Revised Effective Date Issued b
Standards and Interpretations (the “New IFRSSs”) IASB (Note 1)

Amendmmts to IAS 16 and IAS 38 Clarification of Accepta January 1, 201
Methods of Depreciation and Amortizat
Amendments to IAS 16 and IAS 41 Agriculture: Bearer P January 1, 201

Amendment to IAS 19 Defined Benefit Plans: Emplc July 1, 201
Contribution:

Amendment to IAS 27 Equity Method in Separate Finar January 1, 201
Statemer

Amendment to IAS 36 Recoverable Amount Disclosure: January 1, 201

Nonr-financial Asset

Amendment to IAS 39 Novation of Derivatives and Continuatf January 1, 201
Hedge Accountin

IFRIC 21 Levie January 1, 201

(Concluded)

Note 1: Unless stated otherwise, the above New IFRSs faivd for annual periods beginning on or after
their respective effective dates.

Note 2: The amendment to IFRS 2 applies to share-based payamsaictions with grant date on or after July
1, 2014, the amendment to IFRS 3 applies to business combinations gutkitean date on or after July 1,
2014; the amendment to IFRS 13 is effective immediately;aiimaining amendments are effective for annual
periods beginning on or after July 1, 2014.

Note 3: The amendment to IFRS 5 is applied prospectively to changemethod of disposal that occur in
annual periods beginning on or after January 1, 2016; the remaining améndmre effective for annual
periods beginning on or after January 1, 2016.

The initial application of the above New IFRSs, whenever epplvould not have any material impact on the
Company’s accounting policies, except for the following:

1)IFRS 9, “Financial Instruments”

All recognized financial assets currently in the scopkA8f 39, “Financial Instruments: Recognition and
Measurement,” are subsequently measured at amortized cost @airthalue. The classification and
measurement requirements in IFRS 9 are stated as follows:

For the debt instruments invested by the Company that have thaatoatrcash flows that are solely
payments of principal and interest on the principal amount outstandenglassification and measurement
requirements are stated as follows:

a) If the objective of the Company’s business model is to th@dinancial asset to collect the contractual
cash flows, such assets are measured at the amortized lodstest revenue should be recognized in
profit or loss by using the effective interest method, cowtisly assessed for impairment and the
impairment loss or reversal of impairment loss should be recognizediinapiabloss.

b)If the objective of the Company’s business model is to hold tlendial asset both to collect the
contractual cash flows and to sell the financial assets, suets ase measured at fair value through other
comprehensive income and are continuously assessed for impairrh@etest revenue is recognized in
profit or loss by using the effective interest method. A gailoss on a financial asset measured at fair
value through other comprehensive income should be recognized in ath@rebensive income, except
for impairment gains or losses and foreign exchange gaindoasds. When such financial asset is
derecognized or reclassified, the cumulative gain or lossqusy recognized in other comprehensive
income is reclassified from equity to profit or loss.
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The other financial assets which do not meet the aforemedticniteria should be measured at the fair
value through profit or loss. However, the Company may irrevoadsignate an investment in equity
instruments that is not held for trading as measured at fair value througleantmmehensive income. Al
relevant gains and losses shall be recognized in other comprehéncome, except for dividends which
are recognized in profit or loss. No subsequent impairmentsassesis required, and the cumulative
gain or loss previously recognized in other comprehensive incamgot be reclassified from equity to
profit or loss.

IFRS 9 adds a new expected loss impairment model to measumgpthienent of financial assets. A loss
allowance for expected credit losses should be recognized on finasees measured at amortized cost
and financial assets mandatorily measured at fair value throhghamprehensive income. If the credit
risk on a financial instrument has not increased significamtige initial recognition, the Company should
measure the loss allowance for that financial instrument aingount equal to 12-month expected credit
losses. If the credit risk on a financial instrument haeased significantly since initial recognition and
is not deemed to be a low credit risk, the Company should me&sutess allowance for that financial
instrument at an amount equal to the lifetime expected credéslos$iowever, a loss allowance for full
lifetime expected credit losses is required for accourtsivables that do not constitute a financing
transaction.

The main changes in hedge accounting amended the applicatioremsgpiis for hedge accounting to
better reflect the entity’s risk management activitie€ompared with IAS 39, the main changes include:
(1) enhancing types of transactions eligible for hedge accoustegifically broadening the risk eligible
for hedge accounting of non-financial items; (2) changing the hemiging derivative instruments are
accounted for to reduce profit or loss volatility; and (3) replacietrospective effectiveness assessment
with the principle of economic relationship between the hedging instruandrthe hedged item.

2)IFRS 15, “Revenue from Contracts with Customers”

IFRS 15 establishes principles for recognizing revenue th&t sppll contracts with customers, and will
supersedes IAS 18, “Revenue,” IAS 11, “Construction Contracts,” andnmiber of revenue-related
interpretations.

When applying IFRS 15, the Company shall recognize revenue by applying the folktepsg

Identify the contract with the customer;

Identify the performance obligations in the contrac

Determine the transaction price;

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

When IFRS 15 is effective, the Company may elect to applyStlisdard either retrospectively to each prior
reporting period presented or retrospectively with the cummelaffect of initially applying this Standard
recognized at the date of initial application.

3)IFRS 16 “Leases”

IFRS 16 sets out the accounting standards for leases thaupédisede IAS 17 and a number of related
interpretations.
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Under IFRS 16, if the Company is a lessee, it shall recogigheof-use assets and lease liabilities for
all leases on the balance sheets except for low-value arndtesmoeases. The Company may elect to
apply the accounting method similar to the accounting for oper@sg under IAS 17 to the low-value
and short-term leases. On the statements of comprehensiveejnt@mCompany should present the
depreciation expense charged on the right-of-use asset and thetietgrense accrued on the lease
liability that is computed by using effective interest methoOn the statements of cash flows, cash
payments for the principal of the lease liability and dérexpense should present within financing
activities.

When IFRS 16 becomes effective, the Company may elect to &iplgtandard either retrospectively to
each prior reporting period presented or retrospectively with dumulative effect of the initial
application of this Standard recognized at the date of initial agiplica

4) Amendments to IAS 36, “Recoverable Amount Disclosures for Non-Finanssait#t

The amendments to IAS 36 clarify that the Company is only redjtdr disclose the recoverable amount
in the year of impairment accrual or reversal. Moreovehdfrecoverable amount of impaired assets is
based on fair value less costs of disposal, the Company shlsaldisclose the discount rate used. The
Company expects the aforementioned amendments will result in aebrdisdlosure of recoverable
amount for non-financial assets.

Except for the above impact, as of the date the financial statemvere authorized for issue, the
Company is continuously assessing the possible impact thaapiplecation of other standards and
interpretations will have on the Company’s financial position and finepeiformance, and will disclose

the relevant impact when the assessment is completed.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

For the convenience of readers, the accompanying financial statements hawarisated into English from the
original Chinese version prepared and used in the R.O.C. # themy conflict between the English version
and the original Chinese version or any difference in the imon of the two versions, the Chinese-language
financial statements shall prevail.

Statement of Compliance

The financial statements have been prepared in accordarte¢heiRegulations Governing the Preparation of
Financial Reports by Securities Issuers and IFRSs as endorsed by the FSC.

Basis of Preparation

The financial statements have been prepared on the historitdlasis except for financial instruments which
are measured at fair value, as explained in the accountingepdiielow. Historical cost is generally based on
the fair value of the consideration given in exchange for assets.

Classification of Current and Noncurrent Assets and.iabilities

Current assets are assets held for trading purposes andexpseted to be converted to cash, sold or consumed
within twelve months from the end of the reporting period. Q@uarh@bilities are obligations incurred for

trading purposes and obligations expected to be settled withinetwediaths from the end of the reporting period.
Assets and liabilities that are not classified as current araiment assets and liabilities, respectively.
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Foreign Currencies

In preparing the financial statements, transactions in cue®rather than the entity’s functional currency
(foreign currencies) are recognized at the rates of exchamegailing at the dates of the transactions. At the
end of each reporting period, monetary items denominated in foreigencies are retranslated at the rates
prevailing at that date. Such exchange differences are reedgniprofit or loss in the year in which they arise.
Non-monetary items measured at fair value that are denominated gnfotgrencies are retranslated at the rates
prevailing at the date when the fair value was determinedchdfige differences arising on the retranslation of
non-monetary items are included in profit or loss for the ye@ept for exchange differences arising on the
retranslation of non-monetary items in respect of which gairntk lasses are recognized directly in other
comprehensive income, in which case, the exchange differenceslsarereaognized directly in other
comprehensive income. Non-monetary items that are measurédogical cost in foreign currencies are not
retranslated.

Cash Equivalents

Cash equivalents, for the purpose of meeting short-term cash toemts and investments that are readily
convertible to known amounts of cash and which are subject to an insignifséaot changes in value.

Inventories

Inventories consist of raw materials, work-in-process amdhéed goods. Inventories are stated at the lower of
cost or net realizable value. Inventory write-downs aa€@ron an item-by-item basis, except where it may be
appropriate to group similar or related items. Net redizablue is the estimated selling price of inventories
less all estimated costs of completion and necessary setlgtg. Inventories are recorded at weighted-average
cost on the balance sheet date.

Property, Plant and Equipment and Assets Leased tOthers

Property, plant and equipment are measured at cost less accdnuigpteciation and accumulated impairment.
Costs include any incremental costs that are directijpathble to the construction or acquisition of the item of
property, plant and equipment. Borrowing costs directly attributablehé acquisition, construction or
production of qualifying assets are added to the cost of thestsaantil such time as the assets are substantially
ready for their intended use or sale. Other than stated ,aflbwether borrowing costs are recognized in profit
or loss in the period in which they are incurred.

Properties, plant and equipment in the course of constructiczaared at cost, less any recognized impairment
loss. Such assets are depreciated and classified to therrgieraategories of property, plant and equipment
when completed and ready for intended use.

Depreciation is recognized so as to write off the cost of thesdsssttheir residual values over their useful lives,
and it is computed using the straight-line method over the following estinnseéd lives:

Buildings 3 to 35 yeal
Machinery and equipme 3 to 8 year
Office equipmer 3to 11 year
Leased improvemer 3 to 16 yeal
Other equipmel 3to 11 yeal

The estimated useful lives, residual values and depreciation methediamed at the end of each reporting
period, with the effect of any changes in estimates accounted for on agiirespesis. Freehold land is not
depreciated.
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An item of property, plant and equipment is derecognized upon dispashearno future economic benefits are
expected to arise from the continued use of the assets. aimpgloss arising on the disposal or retirement of
an item of property, plant and equipment is determined as tharetiffe between the sales proceeds and the
carrying amount of the asset and is recognized in profit or loss.

Intangible Assets

Intangible assets with finite useful lives that are acquiseparately are initially measured at cost and
subsequently measured at cost less accumulated amortizatiaccamaulated impairment loss. Amortization is
recognized using the straight-line method over the following estimatéd liges:

Acquired special technolo 20 year
Softwarte 3 year:
Other: 2 to 6 year

The estimated useful life and amortization method are reviewdteand of each reporting period, with the
effect of any changes in estimate being accounted for on a prospective basis

Expenditure on research activities is recognized as an expghen incurred. An internally-generated
intangible asset arising from development activities istalgged and then amortized on a straight-line basis over
its useful life if the recognition criteria for an intangitdsset have been met; otherwise, the development
expenditure is recognized as an expense when incurred.

Impairment of Tangible and Intangible Assets

At the end of each reporting period, the Company reviews thgirgaramounts of its tangible and intangible
assets to determine whether there is any indication that #sss¢s have suffered an impairment loss. If any
such indication exists, the recoverable amount of the assetrsatstiin order to determine the extent of the
impairment loss. When it is not possible to estimate thevesable amount of an individual asset, the
Company estimates the recoverable amount of the cash-genanaitirtg which the asset belongs. When a
reasonable and consistent basis of allocation can be identifiguhrate assets are also allocated to individual
cash-generating units, or otherwise they are allocated tenib#est group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less cosslitor value in use. In assessing value in use, the
estimated future cash flows are discounted to their preskrm vaing a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks spettigcasset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset or cash-generating @sitimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is reduced to itsregde\amount.  An impairment loss is
recognized immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying aofoilvet asset or a cash-generating unit is
increased to the revised estimate of its recoverable amouinso that the increased carrying amount does not
exceed the carrying amount that would have been determined hatpaionient loss been recognized for the
asset or cash-generating unit in prior years. A reversal of anrimgdiloss is recognized immediately in profit
or loss.

Financial Instruments

Financial assets and liabilities shall be recognized whenCtirapany becomes a party to the contractual
provisions of the instruments.

Financial assets and liabilities are initially recognizédfaar values. Transaction costs that are directly

attributable to the acquisition or issue of financial assadsfimancial liabilities (other than financial assets and
financial liabilities at fair value through profit or Igsare added to or deducted from the fair value of the
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financial assets or financial liabilities, as appropriate, otialnrecognition. Transaction costs directly
attributable to the acquisition of financial assets or fir@n@bilities at fair value through profit or loss are
recognized immediately in profit or loss. Fair value is determiméfae manner described in Note 30.

Financial Assets

Financial assets are classified into the following categoftinancial assets “at fair value through profit or loss”
(FVTPL), “available-for-sale” financial assets and “loarsl receivables”. The classification depends on the
nature and purpose of the financial assets and is determinled @ine of initial recognition. All regular way
purchases or sales of financial assets are recognized armbgiéred on a trade date basis. Regular way
purchases or sales are purchases or sales of financial tegaequire delivery of assets within the time frame
established by regulation or convention in the marketplace.

a. Financial assets at fair value through profit or loss

Derivative financial instruments that do not meet the criteriadolge accounting are stated at fair value,
with any gains or losses arising on remeasurement recognized in pro§is.or lo

b. Available-for-sale financial assets

Available-for-sale financial assets are non-derivative nioied assets that are either designated as
available-for-sale or are not classified as (a) loangacgivables, (b) held-to-maturity financial assets or (c)
financial assets at fair value through profit or loss.

Available-for-sale equity instruments that do not have a quoteltenhprice in an active market and whose
fair value cannot be reliably measured are measuredtdesssany identified impairment losses at the end of
each reporting period and are presented in a separatéelineas financial assets carried at cost. If, in a
subsequent period, the fair value of the financial assetbearliably measured, the financial assets are
remeasured at fair value. The difference between cargiimgunt and fair value is recognized in other
comprehensive income on financial assets. Any impairment losses aneizeddg profit and loss.

c. Loans and receivables

Loans and receivables are non-derivative financial assétsfinéd or determinable payments that are not
guoted in an active market. Loans and receivables includsigarad cash equivalents, notes and accounts
receivable (including receivables from related parties)ahdr receivables are measured at amortized cost
using the effective interest method less any impairment, eXoepthose receivables with immaterial
discounted effect.

d. Impairment of financial assets

Financial assets, other than those at FVTPL, are assemseuflitators of impairment at the end of each
reporting period. Those financial assets are considered todagréd when there is objective evidence that,
as a result of one or more events that occurred after thd m@tiagnition of the financial assets; their

estimated future cash flows have been affected.

For financial assets carried at amortized cost, sucleasiats receivable, assets that are assessed not to be
impaired individually are, in addition, assessed for impairmentamilective basis. The Company assesses
the collectability of receivables by performing the accogmiganalysis and examining current trends in the
credit quality of its customers.
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For financial assets that are carried at cost, the amouhe afnpairment loss is measured as the difference
between the asset’s carrying amount and the present value of the estirnatecash flows discounted at the
current market rate of return for a similar financialedss Such impairment loss will not be reversed in
subsequent periods.

The carrying amount of the financial asset is reduced bympaiiment loss directly for all financial assets
with the exception of accounts receivable, where the carryimguiat is reduced through the use of an
allowance account. When a trade receivable is considered egitid, it is written off against the

allowance account. Subsequent recoveries of amounts previousignwoff are credited against the
allowance account.

Derecognition of financial assets

The Company derecognizes a financial asset only when the coatraghts to the cash flows from the
financial asset expire, or when it transfers the finana@aétand substantially all the risks and rewards of
ownership of the financial asset to another entity.

On derecognition of a financial asset in its entirety, the reiffee between the financial asset’s carrying
amount and the sum of the consideration received and receivabkhe cumulative gain or loss that had
been recognized in other comprehensive income and accumulated in equitgiszest profit or loss.

Financial Liabilities and Equity Instruments

a.

d.

Classification as debt or equity

Debt and equity instruments issued by the Company are classfathar financial liabilities or as equity in
accordance with the substance of the contractual arrangeamhthe definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interestisstiis of an entity after deducting
all of its liabilities. Equity instruments issued by the Compamgyrecognized at the proceeds received, net
of direct issue costs.

Financial liabilities

Financial liabilities are subsequently measured eithematti&zed cost using effective interest method or at
FVTPL.

Financial liabilities measured at FVTPL are derivativaarcial instruments that do not meet the criteria for
hedge accounting, and they are stated at fair value, withgaimg or losses arising on remeasurement
recognized in profit or loss.

Financial liabilities other than those held for trading puescsnd designated as at FVTPL are subsequently
measured at amortized cost at the end of each reporting period.

Derecognition of financial liabilities

The Company derecognizes financial liabilities when, and only wherCompany’s obligations are discharged,
cancelled or they expire. The difference between the carayimaynt of the financial liability derecognized and
the consideration paid and payable is recognized in profit or loss.
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Derivative Financial Instruments

The Company enters into a variety of derivative financiarungents to manage its market risk exposure to
foreign exchange rate and interest rate, including forward exchange toatrdénterest rate swap contracts.

Derivative financial instruments are initially recognizadfair value at the date the derivative contracts are
entered into and are subsequently remeasured to their fair abline end of each reporting period. The
resulting gain or loss is recognized in profit or loss imedy unless the derivative financial instrument is
designated and effective as a hedging instrument, in whiaft &we timing of the recognition in profit or loss
depends on the nature of the hedge relationship.

The effective portion of changes in the fair value of derigafimancial instruments that are designated and
qualify as cash flow hedges is recognized in other comprehensiv@e and accumulated under the heading of
cash flow hedges reserve. Amounts previously recognized in aihwrehensive income and accumulated in
equity are reclassified to profit or loss in the period when the hedgedstrecognized in profit or loss.

Provision

Provisions are recognized when the Company has a presentiohlig@gial or constructive) as a result of a past
event, it is probable that the Company will be required toestid obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognized as a provision is the best estimate cbmiseleration required to settle the present
obligation at the end of the reporting period, taking into accountitske and uncertainties surrounding the

obligation. When a provision is measured using the cash flowsatstl to settle the present obligation, its
carrying amount is the present value of those cash flows.

Revenue Recognition

Revenue is measured at the fair value of the consideratieivedcor receivable. Revenue is reduced for
estimated customer returns, rebates and other similar allowances.

Sale of goods

Revenue from the sale of goods is recognized when the gooddieeeedeand titles have passed, at which time
all the following conditions are satisfied:

e The Company has transferred to the buyer the significant risks and revamsership of the goods;

e The Company retains neither continuing managerial involvement talégece usually associated with
ownership nor effective control over the goods sold;

* The amount of revenue can be measured reliably;
* |tis probable that the economic benefits associated with the tramsadtiflow to the Company; and

® The costs incurred or to be incurred in respect of the transaction carabered reliably.

Interest Income
Interest income from a financial asset is recognized whsnpitobable that the economic benefits will flow to

the Company and the amount of income can be measured reliablrestrincome is accrued on a time basis,
by reference to the principal outstanding and at the effective intetestplicable.
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Leases

Leases are classified as finance leases whenever the oérthe lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are iddsssfoperating leases.

Rental income from operating lease is recognized on a sttaighibasis over the term of the relevant lease.
Operating lease payments are recognized as an expense on a straighislioecbalise lease term.

Employee Benefits

Short-term employee benefits

Liabilities recognized in respect of short-term employee beneéitmaasured at the undiscounted amount of the
benefits expected to be paid in exchange for service rendered by employees.

Retirement benefits

Payments to defined contribution retirement benefit plans acgmeed as an expense when employees have
rendered service entitling them to the contributions.

Defined benefit costs (including service cost, net inteegsl remeasurement) under the defined benefit
retirement benefit plans are determined using the ProjectédCtirdit Method.  Service cost (including current
service cost), and net interest on the net defined beradditity (asset) are recognized as employee benefits
expense in the period they occur. Remeasurement, comprising dgaergand losses and the return on plan
assets (excluding interest), is recognized in other compsefgeincome in the period in which they occur.
Remeasurement recognized in other comprehensive income isegfldenediately in retained earnings and will
not be reclassified to profit or loss.

Net defined benefit liability (asset) represents the actefitit (surplus) in the Company’s defined benefit plan.
Any surplus resulting from this calculation is limited teetpresent value of any refunds from the plans or
reductions in future contributions to the plans.

Share-based Payment Arrangements

The Company elected to take the optional exemption under IFRS 1i-tifies Adoption of International
Financial Reporting Standards” for the share-based payment tiansagtanted and vested before the date of
transition to IFRSs.

Employee stock options that were granted after January 1, 20lBeasured at the fair value of the stock
options at the grant date. The fair value of the stocloomiranted determined at the grant date of the stock
options is expensed on a straight-line basis over the vestirogl ppased on the Company’s estimate of equity
instruments that will eventually vest, with a correspondiigease in capital surplus - employee stock option.
The estimate is revised if subsequent information indidht&tsthe number of stock options expected to vest
differs from original estimates. It is recognized as an expense @t thié grant date if vesting immediately.

For cash-settled share-based payments, a liability is mexamt for the goods or services acquired, measured
initially at the fair value of the liability incurred. At thend of each reporting period until the liability is settled,

and at the date of settlement, the fair value of the lighilitremeasured, with any changes in fair value
recognized in profit or loss.
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Taxation
Income tax expense represents the sum of the tax currently payableerneddzix.
Current tax

Income tax on unappropriated earnings at a rate of 10% is expendetlyiear the shareholders approved the
appropriation of earnings which is the year subsequent to the yesarthiegs are generated.

Adjustments of prior years’ tax liabilities are added to or deducted fieraurrent year’s tax provision.
Deferred tax

Deferred tax is recognized on temporary differences betweecatrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used d¢ortipaitation of taxable profit. Deferred tax
liabilities are generally recognized for all taxable terapprdifferences. Deferred tax assets are generally
recognized for all deductible temporary differences, unused Esgfarwards, and unused tax credits from
purchases of machinery, equipment and technology, research and devel@penditures, and personnel
training expenditures to the extent that it is probable thathie profits will be available against which those
deductible temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewedeagrid of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable tgrafill be available to allow all or part of the
deferred tax asset to be recovered. The deferred tax adselsoriginally not recognized is also reviewed at
the end of each reporting period and recognized to the extentigptabable that sufficient taxable profits will
be available to allow all or part of the deferred tax asset to beamzbyv

Deferred tax liabilities and assets are measured atihrates that are expected to apply in the year in which the
liability is settled or the asset is realized, based »omates and tax laws that have been enacted or substantively
enacted by the end of the reporting period. The measurement akeddx liabilities and assets reflects the
tax consequences that would follow from the manner in which timep&ny expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets andi#abilit

Current and deferred tax for the year

Current and deferred tax are recognized in profit or losspéxdeen they relate to items that are recognized in
other comprehensive income or directly in equity, in which dhsegurrent and deferred tax are also recognized
in other comprehensive income or directly in equity, respectively.

. CRITICALACCOUNTING JUDGMENTS AND KEY SOURCES O F ESTIMATION AND
UNCERTAINTY

In the application of the Company’s accounting policies, whicldeseribed in Note 4, the directors are required
to make judgments, estimates and assumptions about the camoogta of assets and liabilities that are not
readily apparent from other sources. The estimates and assb@ssumptions are based on historical
experience and other factors that are considered to be relevant. rastied may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongaéng Basisions to accounting estimates

are recognized in the year in which the estimate isead\ifsthe revision affects only that year or in the ydar o
the revision and future years if the revision affects both currerfutune years.
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The following are the critical judgments, apart from thoseolvimg assumptions and estimations, that the
directors have made in the process of applying the Compangtaurding policies and that have the most
significant effect on the amounts recognized in the financial stasm

Revenue Recognition

The Company recognizes revenue when the conditions describedemdNoe satisfied. The Company also
records a provision for estimated future returns and offewances in the same period the related revenue is
recorded. Provision for estimated sales returns and other allowamymgerally made and adjusted at a specific
percentage based on historical experience and any known fa@omsould significantly affect the allowance,
and our management periodically reviews the adequacy of the percentage used.

Impairment of Property, Plant and Equipment

In the process of evaluating the potential impairment of ptppaant and equipment, the Company is required
to make subjective judgments in determining the independentfloast) useful lives, expected future revenue
and expenses related to the specific asset groups with ts&l@@tion of the nature of the industry. Any

changes in these estimates based on changed economic conditionsinessstrategies could result in

significant impairment charges in future years.

Realization of Deferred Income Tax Assets

Deferred tax assets are recognized to the extent that iblislge that future taxable profits will be available
against which those deferred tax assets can be utilized. sAwss®sof the realization of the deferred tax assets
requires the Company’s subjective judgment and estimate incltitnfyture revenue growth and profitability,
tax holidays, the amount of tax credits that can be utilized asibfedax planning strategies. Any changes in
the global economic environment, the industry trends and relevant lawsgaations could result in significant
adjustments to the deferred tax assets.

Valuation of Inventory

Inventories are stated at the lower of cost or net addbzvalue, and the Company has to use judgment and
estimate to determine the net realizable value of inventory at thef @ach reporting period.

Due to the rapid technological changes, the Company estintegeset realizable value of inventory for
obsolescence and unmarketable items at the end of reporting geddden writes down the cost of inventories
to net realizable value. The net realizable value of theniowe is mainly determined based on assumptions of
future demand within a specific time horizon.

. CASH AND CASH EQUIVALENTS

December 3.
201¢ 201«
Cash and deposits in ba $ 725,88t $ 632,94!
Repurchase agreements collateralized by corporate 98,50( 173,50(

$ 824,38 $ 806,44!
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7. FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

December 3.
201t 2014
Derivative financial asse
Forward exchange contra $ - $ 38¢
Derivative financial liabilitie
Forward exchange contra $ 5,42 $ 12644

The Company entered into derivative contracts to manage expdsiré&s fluctuations of foreign exchange rates.
The derivative contracts entered into by the Company did not neeetitéria for hedge accounting. Therefore,
the Company did not apply hedge accounting treatment for derivative contracts.

Outstanding forward exchange contracts consisted of the following:

Contract Amount
Maturity Date (In Thousands
December 31, 20:
Sell US$/Buy NT: January 201-March 2011 US$20,960/NT$684,0!
December 31, 20:
Sell US$/Buy NT: January 201-February 201 US$26,000/NT$809,4-

8. DERIVATIVE FINANCIAL INSTRUMENT FOR HEDGING

December 31

2015 2014
Financial liabilities - current
Cash flow hedge
Interest rate swap contracts $ 1,774 $ 823

The Company entered into interest rate swap contracts to mitigatisk of changes in interest rates on the cash
flow exposure related to the outstanding variable rate debt.

Outstanding interest rate swap contracts consisted of the following

Range of Range of
Contract Amount Interest Rates  Interest Rates
(In thousands) Maturity Date Paid Received
December 31, 2015
$ 500,000 December 15, 2016 1.108% 0.805%-0.876%
(Continued)
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Range of Range of
Contract Amount Interest Rates  Interest Rates
(In thousands) Maturity Date Paid Received

December 31, 2014

$ 500,000 December 15, 2016 0.979%-1.108% 0.868%-0.885%
(Concluded)

For the years ended December 31, 2015 and 2014, net loss arising fragascimefair value of the hedged items
recognized in other comprehensive income and accumulated in other weue NT$1,625 thousand and
NT$1,042 thousand, respectively. For the years ended December 31ar01%014, losses of hedging
instruments reclassified from equity to loss recognizeihasdial costs in comprehensive income were NT$674
thousand and NT$500 thousand, respectively.

. ACCOUNTS RECEIVABLE

December 31

2015 2014

Unrelated Partie

Accounts receivab $ 344,46. $ 266,08(
Allowance for doubtful receivabl (35¢€) (319
Accounts receivable, r 344,10t 265,76!
Related Partie

Accounts recivable 240,67t 673,52
Allowance for doubtful receivabl - (20¢)
Accounts receivable, r 240,671 673,31

$ 584,78 $ 939,08!

In principle, the payment term granted to customers is due 3Qadpsdays from the end of the month of when
the invoice is issued. The term granted to some customers day30from the invoice date, and to few
customers is 60 days or 75 days from the end of the month whenvtiee is issued. The allowance for
doubtful receivables is assessed by reference to the cbiligtaf receivables by performing the account aging
analysis, historical experience and current financial condition cbess.

Except for those impaired, for the rest of the accounts redejvidle account aging analysis at the end of the
reporting period is summarized in the following table. Accouetgivable include amounts that are past due
but for which the Company has not recognized a specific allowanc®ditful receivables after the assessment
since there has not been a significant change in the apedlity of its customers and the amounts are still
considered recoverable.

Aging analysis of accounts receivable, net

December 31

2015 2014
Not past du $ 584,78 $ 939,08!
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Movements of the allowance for doubtful receivables

Collectively
Assessed
for Impairment

Balance at January 1, 2015 $ 522
Reversal (166)
Balance at December 31, 2015 $ 356
Balance at January 1, 2014 $ -
Provision 522
Balance at December 31, 2014 $ 522

Aqging analysis of accounts receivable that was impaired

December 31

2015 2014

Not past du $ 35¢€ $ 522
. INVENTORIES
December 31

2015 2014
Finished gooc $ 20,58: $ 16,42
Work in proces 45,15¢ 53,60:
Raw material 174,19¢ 143,75:

$ 239,93 $ 213,77
The cost of inventories recognized as cost of goods sold consisted of thénimpllow

Years Ended December 31

2015 2014
Write-downs of inventory $ 3,38¢ $ 10,44¢
Revenue from sale of scraps $ 6,02¢ $ 10,70¢

. FINANCIALASSETS MEASURED AT COST
The Company invested in Compositech Ltd. in 1998 which was delisted in 20828. Company believed that

the investment had been fully impaired; thus, in 2002, the Compangmized the whole investment amount as
impairment loss.
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12. PROPERTY, PLANT AND EQUIPMENT

Equipment
under
Installation
Machinery and
and Office Leased Other Construction
Land Buildings Equipment Equipment Improvement Equipment in Progress Total

Cost

Balance at January 1, 2015 $ 772,029 $ 1,392,371 $ 8,149599 $ 116,352 $ 641,844 $ 641,762 $ 1,072,083 $12,786,040

Additions - 205,550 1,765,579 48,580 10,735 128,549 (860,815) 1,298,178
Disposals or retirements - - (297,161) - - - - (297,161)
Reclassification - (8,287) (8,287)
Balance at December 31,

2015 $ 772,029 $ 1597921 $ 9,618,017 $ 164932 $ 652579 $ 770311 $ 202,981 $13,778,770

Accumulated depreciation
and impairment

Balance at January 1, 2015 $ - $ 332594 $5181038 $ 74683 $ 418,721 $ 187,226 $ - $ 6,194,262
Depreciation - 109,940 993,564 15,682 49,158 79,470 - 1,247,814
Disposals or retirements - - (249,355) - - - - (249,355)
Impairment losses - - 24,411 - - - - 24,411
Balance at December 31,

2015 $ - $ 442534 $5949658 $ 90,365 $ 467,879 $ 226,696 $ - $ 7,217,132

Carrying amount at January

1, 2015 $ 772,029 $ 1,059,777 $ 2,968,561 $ 41,669 $ 223,123 $ 454536 $ 1,072,083 $ 6,591,778

Carrying amount at
December 31, 2015 $ 772,029 $ 1,155387 $ 3668359 $ 74567 $ 184,700 $ 503,615 $ 202,981 $ 6,561,638

Cost

Balance at January 1, 2014 $ 772,02 $ 1,016,543 $ 7,947877 $ 84641 $ 653944 $ 437283 $ 80,934 $10,993,251

Additions - 375,828 302,144 34,433 28,606 222,043 1,003,725 1,966,779
Disposals or retirements - - (87,631) (2,722) (40,706) (17,564) - (148,623)
Reclassification - - (12,791) - - - (12,576) (25,367)
Balance at December 31,

2014 $ 772,029 $ 1392371 $ 8149599 $ 116352 $ 641844 $ 641,762 $ 1,072,083 $12,786,040
Accumulated depreciation

and impairment
Balance at January 1, 2014 $ - $ 260,813 $ 4,080,049 $ 70,783 $ 405,901 $ 149,698 $ - $ 4,967,244
Depreciation - 71,781 1,102,553 6,622 53,526 55,092 - 1,289,574
Disposals or retirements - - (87,631) (2,722) (40,706) (17,564) - (148,623)
Impairment losses - - 86,067 - - - - 86,067
Balance at December 31,

2014 $ - $ 332594 $ 5181038 $ 74,683 $ 418,721 $ 187,226 $ - $.6,194,262
Carrying amount at January

1, 2014 $ 772,029 $ 755730 $ 3,867,828 $ 13858 $ 248,043 $ 287585 $ 80,934 $ 6,026,007

Carrying amount at

December 31, 2014 $ 772,029 $ 1,059,777 $ 2,968,561 $ 41,669 $ 223123 $ 454536 $ 1,072,083 $ 6,591,778

The significant part of the Company’s buildings includes maintgJanechanical and electrical power equipment
and clean rooms, and the related depreciation is calculatedtbsiegtimated useful lives of 18 to 32 years, 7 to
11 years and 10 to 11 years, respectively. The signifigarit of the Company’s machinery and equipment
includes etching machines and sputters, and the related depredatalculated using the estimated useful lives
of 3 to 8 years.

For the years ended December 31, 2015 and 2014, the Company recognizedeniplaiss of NT$24,411

thousand and NT$86,067 thousand, respectively since the carrying amosomefof property, plant and
equipment is expected to be unrecoverable. Such impairment losscluaed in other operating income and
expenses.

The Company leased certain machinery and equipment to Taiwaitddeuctor Manufacturing Company
Limited (TSMC) under operating lease agreement. Theeldasn and rental were both determined in
accordance with mutual agreements. The lease term wasvfagn2013 to December 2015 and the rental was
received quarterly. The related rental and depreciatiomaf kased assets were included in other operating
income and expenses.
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13.

The carrying amount and future minimum lease payments of leased of lesestsdaase as follows:

Carrying amount of leased machinery and equip

Future minimum lease payme

Machinery and equipment pledged as collateral for bank borrowings werd seiNote 32.

INTANGIBLE ASSETS
Acquired
Special

Technology
Cost
Balance at January 1, 2015 $ 113,340
Additions -
Balance at December 31, 2015 $ 113,340
Accumulated amortization
Balance at January 1, 2015 $ 75,088
Additions 5,667
Balance at December 31, 2015 $ 80,755

Carrying amount at January 1, 2015 $ 38,252

Carrying amount at December 31,

2015 $ 32,585
Cost
Balance at January 1, 2014 $ 113,340
Additions -
Balance at December 31, 2014 $ 113,340
Accumulated amortization
Balance at January 1, 2014 $ 69,421
Additions 5,667
Balance at December 31, 2014 $ 75,088

Carrying amount at January 1, 2014 $ 43,919

Carrying amount at December 31,

2014 $ 38,252

Software

$ 49,915
10,889

$ 60,804

$ 25,824
12,477

$ 38,301
$ 24,091

$ 22503

$ 30,351
19,564

$ 49,915

$ 16,652
9,172

$ 25,824
$ 13,699

$ 24,091

-113 -

December 31

2015 2014
$ 269,84 $ 725,90°
s - $ 518,92
Patents and
Others Total
$ 71,885 $ 235,140
19,989 30,878
$ 91874 $ 266,018
$ 46,791 $ 147,703
18,185 36,329
$ 64,976 $ 184,032
$ 25,094 $ 87437
$ 26,898 $ 81,986
$ 48,829 $ 192,520
23,056 42,620
$ 71,885 $ 235,140
$ 34,753 $ 120,826
12,038 26,877
$ 46,791 $ 147,703
$ 14076 $ 71694
$ 25,094 $ 87,437




14. OTHER CURRENT ASSETS

December 3.
201t 201«
Prepaid expens $ 55,48¢ $ 52,42:
Tax receivabl 23,60: 12,03:
Prepayments to Supplis 2,66¢ 1,17
Other: 12,20 7,22¢
$ 93,96/ $ 72,85¢
15. PROVISIONS
December 3.
201t 201«
Sales returns and allowan $ 83,11t $ 60,15¢
Decommissioning co 25,07¢ 25,07¢
$ 108,19: $ 85,23
Current portio $ 83,11 $ 60,15¢
Noncurrent portio 25,07¢ 25,07¢

$ 108,191 $ 85,23

Sales Returns Decommissioning

and Allowances Cost Total

Year Ended December 31, 2015

Balance, beginning of year $ 60,155 $ 25,076 $ 85,231
Provision 100,823 - 100,823
Payment (77,863) - (77,863)
Balance, end of year $ 83,115 $ 25,076 $ 108,191
Year Ended December 31, 2014

Balance, beginning of year $ 50,640 $ 24,536 $ 75,176
Provision 105,277 540 105,817
Payment (95,762) - (95,762)
Balance, end of year $ 60,155 $ 25,076 $ 85,231

Provisions for sales returns and allowances are estimased ba historical experience, management judgment,
and any known factors that would significantly affect the retuand allowances, and are recognized as a
reduction of revenue in the same year of the related product sales.

Decommissioning cost represents provision for cost of disasgeamo removal of leased equipment and
restoration of the location. Such amount of provision is measuiegl the discounted cash flows estimated to
settle future obligation. The estimated decommissioningis@ssessed and adjusted reasonably at the end of
each reporting period.
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16. GUARANTEE DEPOSITS RECEIVED

The Company was appointed by a certain customer to provide packigeder specific products in 2013 and
received NT$1,016,977 thousand as capacity guarantee deposits in cdosidédrtte risk to lose other future
orders. The Company was compensated by such customer forlingnegqlipment orders in the amount of
NT$7,778 thousand which was transferred to revenue and recognizedritinotmee and expenses in the first
half of 2014. Subsequently, due to the significant reduction of skeiailose other future orders, both parties
reached an agreement to fully return the remaining capacity guadamesits as of June 30, 2014.

17. LONG-TERM BORROWINGS

December 3.
201¢ 201«

Unsecured borrowing

Repayable quarterly from May 2016 in 5 installments; with annual

interest rates at 1.28%-1.51% and 1.45%-1.51% in 2015 and

2014, respectively; early redemption of NT$290,000 thousand

in March 2015 $ 310,000 $ 600,000
Repayable quarterly from July 2014 in 16 installments; with

annual interest rates at 1.18%-1.24% and 1.23%-1.25% in 2015

and 2014, respectively 187,500 262,500
Repayable quarterly from October 2014 in 16 installments; with

annual interest rates at 1.18%-1.24% and 1.23%-1.25% in 2015

and 2014, respectively 103,125 140,625
Repayable with annual interest rates at 1.18%-1.34% and

1.38%-1.42%n 2015 and 2014, respectively and will redeel

May 2017; early redemption of NT$200,000 thousand in March

2015 and acquired new bank borrowing in the amount of

NT$100,000 thousand in July 2015 100,000 200,000
Repayable with annual interest rates at 1.16% in 2015 and will
redeem in August 2018 100,000 -

Repayable quarterly from September 2014 in 16 installments; with

annual interest rates at 1.11%-1.24% and 1.23%-1.24% in 2015

and 2014, respectively 62,500 87,500
Repayable quarterly from October 2013 in 16 installments; with

annual interest rates at 1.18%-1.24% and 1.23%-1.25% in 2015

and 2014, respectively 21,875 34,375
Repayable with annual interest rates at 1.21%-1.24% in 2014 and

will redeem in June 2016; early redemption of NT$600,000

thousand in March 2015 - 600,000
Repayable quarterly from July 2012 in 16 installments; with

annual interest rates at 1.21%-1.25% in 2014; early redemption

of NT$112,500 thousand in March 2015 - 112,500
Repayable quarterly from September 2012 in 16 installments; with

annual interest rates at 1.21%-1.25% in 2014; early redemption

of NT$75,000 thousand in March 2015 - 75,000
Repayable with annual interest rates at 1.30% in 2014 and will

redeem in December 2019; early redemption of NT$50,000

thousand in March 2015 - 50,000

(Continued)
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December 3.

201t 201¢
Secured borrowing
Repayable with annual interest rates at 1.11%-1.19% and
1.16%-1.19%n 2015 and 2014, respectively and will redee!
August 2018 $ 500,000 $ 500,000

$ 1,385,001 $ 2,662,501

Current $ 336,00 $ 275,00
Non-curren 1,049,001 2,387,50(

$ 1,385,00! $ 2,662,50
(Concluded)

Under certain bank loan agreements, the Company has to meen ¢macial covenants and criteria per
semiannual reviewed financial statements and annual auditedifihatatements. As of December 31, 2015,
the Company was in compliance with all of the loan covenants.

Machinery and equipment pledged as collateral for bank borrowings werd seiNote 32.

18. RETIREMENT BENEFIT PLANS
a. Defined contribution plans

The pension plan under the Labor Pension Act (the “Act”) is deerdefireed contribution retirement plan.
Pursuant to the Act, the Company makes monthly contributions equéb tof @ach employee’s monthly
salary to employees’ pension accounts. Accordingly, the Compawogneed expenses of NT$57,554
thousand and NT$50,932 thousand in the statements of comprehensive fioictirag/ears ended December
31, 2015 and 2014, respectively.

b. Defined benefit plans

The Company has defined benefit plans under the Labor Standandghat provide benefits based on an
employee’s length of service and average monthly salanhé&osik-month period prior to retirement. The
Company contributes an amount equal to 2% of salaries paid each mahéir trespective pension funds
(the Fund), which are administered by the Labor Pension Fund Supe@mmiyittee (the Committee) and

deposited in the Committee’s name in the Bank of Taiwan.

Before the end of each year, the Company assesses the baltme&iund. If the amount of the balance in
the Fund is inadequate to pay retirement benefits for empleyle@sonform to retirement requirements in
the next year, the Company is required to fund the difference ingprepriation that should be made before
the end of March of the next year. The Fund is managed byutteaB of Labor Funds, Ministry of Labor
(“the Bureau”); as such, the Company has no right to influence the investmegtgrali strategy.
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The amounts included in the balance sheets in respect of the Companyd Hefiaét plans were as
follows:

December 3.
201t 201¢
Present value of defined benefit obliga $ 41,98 $ 38,49¢
Fair value of plan asse! (41,620 (40,389
Net defined benefit liabilities (asse $ 364 $ (1,889
Movements in net defined benefit liabilities (assets) were as fellow
Present Value o
the Defined Net Defined
Benefit Fair Value of Benefit

Obligation the Plan Assets Liabilities

Balance at January 1, 2( $ 38,19¢ $ (37,69 $ 50¢€
Service co¢ - - -
Net interest expense (incor 764 (67€) 88
Recognized in profit or lo 764 (67€) 88
Remeasureme

Return on plan assi - (212) (212)

Actuarial gain- change in demographi

assumptions (30) - (30)
Actuarial gain- experience adjustmel (4379) (4379)

Recognized in other comprehensive inc (467) (212) (679)
Contributions from the employ - (1,809 (1,809

Benefits pai -
Balance at December 31, 2( $ 38,49: $ (40,389 $ (1,889
Balance at January 1, 2( $ 38,49t $ (40,38 $ (1,889
Service co¢ - - -
Net interest expele (income 76¢ (82%) (56)
Recognized in profit or lo 76¢ (82%) (56)
Remeasureme
Return on plan assi - (247) (247)
Actuarial loss- changes in demograpf
assumptions 648 - 648
Actuaria loss- changes in financiz
assumptions 3,130 - 3,130
Actuarial gain- experience adjustmel (629) - (629)
Recognized in other comprehensive inc 3,14¢ (247) 2,90¢
Contributions from the employ - (599 (599
Benefits pai (429) 42¢ -
Balance at December 31, 2( $ 41,98 $ (41,620 $ 364
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An analysis by function of the amounts recognized in profit or loss in respibet défined benefit plans is as
follows:

Years Ended December &
201F 201¢

General and administrative exper $ (56 $ 88

Through the defined benefit plans under the Labor Standards Law, the Company esl éaftbs following
risks:

1) Investment risk: The plan assets are invested in darasdi foreign equity and debt securities, bank
deposits, etc. The investment is conducted at the discretion d3utteau or under the mandated
management. However, in accordance with relevant regulatioesreturn generated by plan assets
should not be below the interest rate for a 2-year time deposit with bded.b

2) Interest risk: A decrease in the government bond inteséstwill increase the present value of the
defined benefit obligation; however, this will be partialyset by an increase in the return on the plan’s
debt investments.

3) Salary risk: The present value of the defined benefigatiobn is calculated by reference to the future
salaries of plan participants. As such, an increase in tagy sdlthe plan participants will increase the
present value of the defined benefit obligation.

The actuarial valuations of the present value of plan assets and definkddidigations were carried out by
qualified actuaries. The significant assumptions used foptngoses of the actuarial valuations were as
follows:

December 3:
201¢ 201¢
Discount rat 1.50% 2.00%
Expected rate of salary increa 2.00% 2.00%
Turnover rat 1.13% 1.41%

If possible reasonable change in each of the significant aadtwssumptions will occur and all other
assumptions will remain constant, the present value of the definefit lobéfigation would increase (decrease)
as follows:

December 3.
201¢ 201¢

Discount rat

0.25% increas $ (1,639 $ (1,539

0.25% decrea: $ 1,71¢ $ 161¢
Expected rate of salary increa

0.25% increas $ 1,70¢ $ 161¢

0.25% decrea $ (1,629 $ (1,549
Turnover rat

10% increas $  (33)) $ (406

10% decrea: $ 33t $ 41:

The sensitivity analysis presented above may not be representative afilechange in the present value of
the defined benefit obligation as it is unlikely that the cleangassumptions would occur in isolation of one
another as some of the assumptions may be correlated.
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December 31

2015 2014
The expected contributions to the plan for the next year $ 1,757 $ 1812
The average duration of the defined benefit obligation 16 years 16 years

The maturity analysis of undiscounted pension benefit is as follows:

December 3.
201t 201«
Less than 1 ye $ 85 $ 54
Later than 1 year and not later than 5 y 2,60¢ 2,117
Later than 5 yea 50,34( 51,35¢
$ 53,03( $ 53,52¢
19. EQUITY
a. Share capital
December 3.
201t 201¢
Authorized shares (in thousan 300,00( 260,00(
Authorized capite $ 3,000,001 $ 2,600,00
Issued and paid shares (in thousa 268,87t 238,12:
Issued capiti $ 2,688,76 $ 2,381,20

A holder of issued common shares with par value of NT$10 per share is eatittetd fand to receive
dividends.

The authorized shares include 12,000 thousand shares allocated for trs=exfermployee stock options.

On February 4, 2015, the Company’s board of directors resolved to iss08 8hQsand new shares, with a
par value of NT$10 each, for consideration of NT$42 per share. On BRel#5ar2015, the above
transaction was approved by the FSC, and the subscriptiordatesevas determined at March 27, 2015 by
the board of directors on March 11, 2015.

b. Capital surplus

December 3.
201¢ 201¢
Additional paic-in capita $ 1,568,22; $ 534,16
Employee stock optiol 12,39: 13,55

$ 1,580,61 $ 547,72
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Under the Company Law, the capital surplus generated from thesegtehe issuance price over the par
value of capital stock may be used to offset a deficigddition, when the Company has no deficit, such
capital surplus may be distributed as cash dividends orfdéreexd to share capital (limited to a certain
percentage of the Company’s capital surplus and once a year).

The capital surplus arising from employee stock options may not be used for any purpose

Retained earnings and dividend policy

According to the Company’s Articles of Incorporation, if there ao retained earnings for fiscal year, the
Company shall not distribute dividends and bonuses. If thesayigrofit after annual closing, firstly it
should be deducted for income tax and accumulated deficits. Then apprdpdatas legal reserve until
the accumulated legal reserve equals the Company’s paigitalcand appropriate (or reverse) the special
reserve in accordance with relevant laws or regulatiorss aequested by the authorities in charge. Any
remaining balance shall be appropriated as follows:

1) Profit sharing to employees of not less than 1%;

2) Bonus to directors of not more than 2%. Directors who also serve asexeffuters of the Company
are not entitled to receive the bonus to directors;

3) Any remaining balance shall be allocated according to the propdbal lnbard of directors and the
resolution of the shareholders’ meeting;

4) The Company may issue profit sharing to employees in stock of artedfiiampany meeting the
conditions set by the board of directors;

The policy on the appropriation of dividends shall take the fatigWiactors into account: the Company’s
capital budget, intermediate and long term operational plannimdy,financial position. The following
principles that shall be followed and earnings shall be da#dcaccording to the resolution of the
shareholders’ meeting:

1) The Company shall consider financial, business and operating factors winduitig profits. The
profits may be distributed by way of cash dividend and/or stock dividend. Ildeavaie to the
Company’s business growing stage at present, the proportions of dividenddl thetistributed depend
on future expansion plans and capital budget needs. The proportion of cash disigginast be lower
than 50% of the total dividends.

2) |If there is no profit or the distributable profit is far lower thiaa previous year’s amounts distributed, or
in consideration of financial, business and operating factors, the appropidatoapital reserve shall be
in accordance with relevant laws or regulations or as requested by théti@stirocharge.

Any appropriations of the profits are subject to shareholders’ approve foltowing year.

In accordance with the amendments to the Company Act in May 201%edhpeents of dividends and

bonuses are limited to shareholders and do not include employeeordiAgty, the Company expects to
make amendments to the Company’s Articles of Incorporation tappeoved during the 2016 annual
shareholders’ meeting. For information about the accrual bagisofit sharing bonus to employees and
compensation to directors for the years ended December 31, 2015 dnan@0the actual appropriations for
the years ended December 31, 2014 and 2013, please refer to employee benefits expan28.in No

The appropriation for legal capital reserve shall be madé thet reserve equals the Company’s paid-in

capital. The reserve may be used to offset a deficit, ordhebdited as dividends in cash or stocks for the
portion in excess of 25% of the paid-in capital if the Company incurs no loss.
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Pursuant to existing regulations, the Company is required toidetadditional special reserve equivalent to
the net debit balance of the other components of shareholdery, egeit as gain/loss from changes in fair
value of hedging instruments in cash flow hedges, etc. For the subkdgaeease in the deduction amount
to shareholders’ equity, any special reserve appropriatedbmagversed to the extent that the net debit
balance reverses.

The appropriations of 2014 and 2013 earnings have been approved by thenZemsipareholders in their
meetings held on June 16, 2015 and on June 12, 2014, respectively. The apmpre@al dividends per
share were as follows:
Dividends Per Share
Appropriation of Earnings (NT$)
For Fiscal For Fiscal For Fiscal For Fiscal
Year 2014 Year 2013  Year 2014 Year 2013

Legal reserve $ 62,865 $ 28,888
Special reserve 542 281
Cash dividends to shareholders 285,745 130,021 $1.0¢ $0.5¢

$ 349,152 $ 159,190

The Company’s appropriations of earnings for 2015 had been approved in the meetirigpair thef
Directors held on February 3, 2016. The appropriations and dividends per shas\viollows:

Appropriation Dividends Per
of Earnings Share (NT$)
For Fiscal Year For Fiscal Year
2015 2015

Legal reserve $ 14,68(
Special reserve 951
Cash dividends to shareholders 134,43t $ 0.5C

$ 150,06¢

The appropriations of earnings for 2015 are to be resolved in the shareholdgirsgmich is expected to
be held on June 14, 2016.

Under the Integrated Income Tax System that became effemtivdanuary 1, 1998, the R.O.C. resident
shareholders are allowed a tax credit for their proportionate siidhe income tax paid by the Company on
earnings generated since January 1, 1998.

Others

Movement in cash flow hedge was as follows:
Years Ended December 31

2015 2014
Cash flow hedge
Balance, beginning of year $ (823) $ (281)
Gain/(loss) arising on changes in the fair value of hedging
instruments (1,625) (1,042)
(Gain)/loss arising on changes in fair value of hedging
instruments reclassified to profit or loss 674 500
Balance, end of year $ (1,774) $ (823)
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The cash flow hedges reserve represents the cumulative effectiem pdrgains or losses arising on changes
in fair value of the hedging instruments entered into as ftashhedges. The cumulative gains or losses
arising on changes in fair value of the hedging instrumentatbaecognized and accumulated in cash flow
hedges reserve will be reclassified to profit or loss only when theshissfgsaction affects profit or loss.

20. SHARE-BASED PAYMENT
a. Optional exemption from adopting IFRS 2 “Share-based Payment” (IFRS 2)

The Company elected to take the optional exemption from adopting IFBtB0&pectively for share-based
payment transactions granted and vested before January 1, 2012. Sucheemspdok option plans are
described as follows:

The Company’s Employee Stock Option Plans, consisting of the 200amia2006 Plan, were approved by
the Securities and Futures Bureau (SFB) on June 26, 2007 and July 3, 8p66tively. The maximum
number of stock options authorized to be granted was 6,000 thousand ubishf@ians, with each stock
option eligible to subscribe for one common stock when exelrcis€he stock options may be granted to
gualified employees of the Company and an affiliated company. Theagtioks of all the plans are valid
for ten years and exercisable at certain percentages subsequenttmtiteasniversary of the grant date.

Information about the Company’s employee stock options is described as follows

2007 Employee Stock Option Plar 2006 Employee Stock Option Plar

Weighted- Weighted-
Number of average Number of average
Stock Options  Exercise Price  Stock Options  Exercise Price
(In Thousands) (NT$) (In Thousands) (NT$)
Year ended December 31, 2
Balance, beginning of ye 45 $ 15.74 73 $ 10.10
Options exercise (39 15.90 1 10.10
Balance, end of ye 7 14.80 72 9.00
Balance exercisable, end of y 7 72
Year ended December 31, 2
Balance, beginning of year 15C $ 16.26 16t $ 10.60
Options exercised (10%) 16.49 (92) 10.33
Balance, end of year 45 15.74 73 10.10
Balance exercisable, end of y 45 3

The exercise prices of outstanding stock options have beerneadjageflect the distribution of earnings by

the Company in accordance with the plans.
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Information about the Company’s outstanding stock options was as follows:

December 31, 2015 December 31, 2014
Weighted-average Weighted-average
Remaining Remaining
Range of Exercise Contractual Life Range of Exercise Contractual Life
Price (NT$) (Years) Price (NT$) (Years)
$9.00 0.75 $10.10 1.75
$14.80 1.50 $14.80-$18.60 2.49-2.95

b. Adoption of IFRS 2
1) Equity-settled share-based compensation

The Company adopted IFRS 2 for the following plans of the shared-pageent transactions granted
and vested after January 1, 2012. Such employee stock option plans are descolbmasa

On February 4, 2015, the Company’s board of directors resolved to issushaees for cash and
reserved 4,500 thousand shares for subscription by employees under engitmke option plans in
accordance with the Company Law. The aforementioned employseogtitons were wholly vested on
the grant date. Information about such employee stock optiondredatee aforementioned new shares
issued was as follows:

Weighted-
average
Number of Exercise

Options Price

(In Thousands) (NT$)

Year ended December 31, 2015

Options granted 4,500 $ 42.00
Options exercised (4,500) 42.00

Balance exercisable, end of year - -

The aforementioned stock options granted on March 23, 2015 were pspey tbe Black-Scholes
pricing model and the inputs to the model were as follows:

Grant date March 23, 2015
Options granted (in thousand) 4,500
Stock price on grant date (NT$/share) $ 55.50
Exercise price (NT$/share) $ 42.00
Expected volatility 43.91%
Expected life 3 days
Risk-free interest rate 0.87%

The stock price on grant date was determined based on thegcjm#te of the Company’s common
shares listed on the Emerging Stock market. The expectetilityolsas based on the historical stock
price volatility over the past three months.

Compensation cost of the above stock options recognized was NT$60,784nithdar the year ended
December 31, 2015.
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The Company’s Employee Stock Option Plan was approved by the SkEBwary 10, 2012 (2011 Plan).
The maximum number of stock options authorized to be granted und@lhéd’lan was 6,000 thousand
units, with each stock option eligible to subscribe for one comstock when exercised. The stock
options may be granted to qualified employees of the Company andleteafftompany. The options

of 2011 Plan are valid for five years and exercisableediain percentages subsequent to the second
anniversary of the grant date.

Information about the Company’s employee stock options is described as follows

2011 Employee
Stock Option Plans

Weightec-
Number of average
Stock Options  Exercise Price
(In Thousands) (NT$)
Year ended December 31, 2015
Balance, beginning of year 2,910 $ 21.40
Options exercised (716) 22.91
Options canceled (124) 23.21
Balance, end of year 2,070 23.20
Balance exercisable, end of year 1,039
Year ended December 31, 2014
Balance, beginning of year 4,774 $ 2210
Options exercised (1,522) 21.40
Options canceled (342) 21.98
Balance, end of year 2,910 21.40

Balance exercisable, end of year 704

The exercise price of outstanding stock options has been adjustdtbct the distribution of earnings by
the Company in accordance with the plan.

Information about the Company’s outstanding stock options was as follows:

December 31, 2015 December 31, 2014
Weighted-average Weighted-average
Remaining Remaining
Range of Exercise Contractual Range of Exercise Contractual
Price (NT$) Life(Years) Price (NT$) Life(Years)
$23.20 1.46 $21.40 2.46

The aforementioned stock options granted on June 14, 2012 were priogdhesBlack-Scholes pricing
model and the inputs to the model were as follows:

Stock price on grant date (NT$/share) $ 19.42
Exercise price (NT$/share) $ 22.30
Expected volatility 43.73%
Expected life 3.88 years
Expected dividend yield -
Risk-free interest rate 0.96%
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2)

The stock price on grant date was determined based on the rappteaich. The expected volatility
was calculated based on the historical stock prices of the competitorniemphthe Company.

Compensation cost of the above stock options recognized was NT$2,60@nthcarsd NT$4,811
thousand for the years ended December 31, 2015 and 2014, respectively.

Cash-settled share-based compensation

Cash-settled share-based compensation plan (Stock Appredritibts, SARs) was approved by the
Company’s board of directors on June 14, 2012, and the options may be granted to qugilfigdes of
the Company. The aforementioned SARs are valid for ten gedrholders of the SARs could exercise
their rights at a cumulative proportion basis after the gratet darhe Company shall pay the intrinsic
value of the SARs to the employees at the date of exercise.

The Company’s SARs plan is described as follows:

2012 SARs
Grant date June 14, 2012
SARs granted (in thousand) 2,000
Valid period 10 years
Current turnover rate -
Future turnover rate (estimated) -
Exercise price on grant date (NT$/share) $ 49.4
Information about the Company’s SARs plan was as follows:

Weightec-

Number of average
SARs Exercise Price
(In Thousands) (NT$)

Year ended December 31, 2015
Balance, beginning of year 2,000 $ 48.80
SARs exercised (1,000) 48.80
Balance, end of year 1,000 47.70
Balance exercisable, end of year 600 47.70
Year ended December 31, 2014
Balance, beginning of year 2,000 $ 49.30
Balance, end of year 2,000 48.80
Balance exercisable, end of year 1,200 48.80

The exercise price of outstanding SARs has been adjustedidot the distribution of earnings by the
Company in accordance with the plan.
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3)

The aforementioned SARs were priced using the Black-Schot@agmodel at each balance sheet date,
and the inputs to the model were as follows:

December 31

2015 2014
Stock price on measurement date (NT$/share) $ 3240 % 50.91
Exercise price (NT$/share) $ 4770 $ 48.80
Expected volatility 44.44%-47.29% 44.81%-49.20%
Expected life 1.45-3.45 years 2.45-4.45 years
Expected dividend yield - -
Risk-free interest rate 0.44%-0.56%  0.78%-1.15%

The expected volatility was calculated based on the histsticek prices of the competitor companies of
the Company.

The Company reversed and recognized total expenses of NT$15,807 thandaxit$22,433 thousand
in respect of the SARs for the years ended December 31, 2015 ahdeXfectively. A total of 1,000
thousand SARs were exercised and the Company wrote off thedrelatepensation liabilities of
NT$11,000 thousand for the year ended December 31, 2015. As of De@&mRO15 and 2014, the
Company recognized compensation liabilities of NT$6,000 thousand and 2M0$3 thousand,
respectively; the total intrinsic value of the vestéddRS was NT$0 and NT$2,532 thousand, respectively;
and the weighted-average remaining contractual life of the sSSARs 6.45 years and 7.45 years,
respectively.

Employee Restricted Stock Plans

On February 3, 2016, the Company’s board of directors approved a rdsstmté& plan for employees
with a total amount of NT$15,000 thousand (expected), consisting of 1,500 thalsaead with a par

value of NT$10 each, for consideration of NT$0 per share (issuetbfconsideration). The employee
restricted stock plan is subject to the resolution of the sharebomdeeting to be held on June 14, 2016.

21. OPERATING REVENUE

The analysis of the Company’s operating revenue was as follows:

Years Ended December 31

2015 2014
Wafer Level Chip Scale Packaging $ 2,907,03: $ 3,028,79
Wafer Level Post Passivation Interconnection 1,946,00! 1,879,97
Others 25,04¢ 25,30¢

$ 4,878,08: $ 4,934,07

-126 -



22. OTHER OPERATING INCOME AND EXPENSES, NET

Years Ended December 31

2015 2014

Income (expenses) of leased as
Rental incom $ 514,09! $ 697,95!
Depreciation of lesed asse (405,32) (410,56
Relocation of machinery and equipn (27,53) -
Other: (1,199 (1,487
80,03¢ 285,91«
Gain on disposal of property, plant and equipmen 55( 23€
Impairment loss on prorty, plant and equipme (24,41) (86,06
Other: - (9,167)

$ 56,17 $ 190,92:

23. INTEREST INCOME

Years Ended December 31

2015 2014
Interest income-Bank deposits $ 4,80; $ 6,114

24. FINANCE COSTS

Years Ended December 31

2015 2014
Interest expense
Bank loans $ 20,67: $ 31,21¢
Others 3.26i 2,23¢
23,94( 33,45¢
Loss arising on cash flow hedge reclassified from equity to prc
loss 674 500
$ 24,61 $ 33,95¢

25. OTHER GAINS AND LOSSES

Years Ended December 31

2015 2014
Foreign exchange gain, net $ 23,81¢ $ 49,81¢
Proceeds of insurance settlement 8C 8,85¢
Net loss arising on financial instruments designated as at FVTPL (23,529 (51,339
Others (919 4,80:
$ (549 $ 12,14
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26. INCOME TAX
a. Income tax expense recognized in profit or loss
Income tax expense consisted of the following:

Years Ended December 31

2015 2014
Current income tax expense

Current tax expense recognized in the current year $ 24,63 $ 71,29¢

Additional income tax on unappropriated earnings 28,018 12,969

Income tax adjustments on prior years 7,661 4,87¢

60,31: 89,14
Deferred income tax expense (benefit)
The origination and reversal of temporary differences (30,948) (38,503)
Income tax credits and loss carryforwards 38,10: (19,369
7,15¢ (57,87
Income tax expense recognized in profit or loss 67,46¢ 31,27:
A reconciliation of income before income tax and income tax expense reedgniprofit or loss was as
follows:
Years Ended December 31
2015 2014
Income before tax $ 214,265 $ 659,926
Income tax expense at the statutory rate (17%) $ 36,425 $ 112,187
Tax effect of adjusting items:

Deductible items in determining taxable income 31,766 37,967
Tax-exempt income (8,911) (30,689)
Additional income tax on unappropriated earnings 28,018 12,969
The origination and reversal of temporary differences (30,948) (38,503)
Remeasurement of investment tax credits 3,455 (67,534)
Income tax adjustments on prior years 7,661 4,876
Income tax expense recognized in profit or loss $ 67,466 $ 31,273

b. Deferred income tax balance

The analysis of deferred income tax assets in the balance sheets eltasvas f

December 3.
201t 201«

Investment tax credits and loss carryforwards $ - $ 32,350
Temporary differences

Depreciation 72,102 55,278

Provision for sales returns and allowance 14,130 10,226

Unrealized loss on inventories 3,647 3,072

Others 4,978 1,084

$ 94,857 $ 102,010
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Movements of deferred income tax assets were as follows:

Balance,
Beginning Recognized in Balance,
of Year Profit or Loss End of Year
Year ended December 31, 2015
Investment tax credits and loss carryforwards $ 32,350 $ (32,350) $ -
Temporary differences
Depreciation 55,278 16,824 72,102
Provision for sales returns and allowance 10,226 3,904 14,130
Unrealized loss on inventories 3,072 575 3,647
Others 1,084 3,894 4,978

$ 102,010 $ (7,153) $ 94857
Year ended December 31, 2014

Investment tax credits and loss carryforwards $ 12,982 $ 19,368 $ 32,350
Temporary differences
Depreciation 18,428 36,850 55,278
Provision for sales returns and allowance 8,609 1,617 10,226
Unrealized loss on inventories 1,296 1,776 3,072
Others 2,824 (1,740) 1,084

44,139 $ 57871 $ 102,010
Unused loss carryforwards for which no deferred tax assets havesbegnized in the balance sheets

Unused loss carryforwards for which no deferred tax assets have begnized in the balance sheets were
as follows:

December 3.
2015 201¢
Expiry Yea
2022 $ - $ 5,751

Information about tax-exemption

As of December 31, 2015, the profits generated from integrated circuit pagleagiexempt from income
tax for a five-year period:

Tax-exemption Period
Third construction and expansion 2015 to 2019

Integrated income tax information

December 3.
201t 201¢
Balance of the Imputati
Credit Account $ 191.60( $ 89.83¢
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The estimated and actual creditable ratio for distributiomm®fGompany’s earnings of 2015 and 2014 were
14.61% and 11.77%, respectively; however, effective from Janu215, the creditable ratio for individual
shareholders residing in the Republic of China will be bhlhe original creditable ratio according to the
revised Article 66 - 6 of the Income Tax Law.
The imputation credit allocated to shareholders is based on #@sckahs of the date of the dividend
distribution. The estimated creditable ratio may change wheacthal distribution of the imputation credit
is made.
There were no earnings generated prior to December 31, 1997.

f. Income tax examination
The tax authorities have examined income tax returns of the Contpaough 2013. All investment tax
credit adjustments assessed by the tax authorities have been red@gaiardingly.

27. EARNINGS PER SHARE

Years Ended December 31

2015 2014
Basic EPS $0.56 $2.65
Diluted EPS $0.56 $2.60
EPS is computed as follows:
Number of
Shares
Amounts (Denominator)

(Numerator)  (In Thousands) EPS (NTS

Year ended December 31, 2015

Basic EPS
Net income available to common shareholders $ 146,799 261,574 $0.56
Effect of dilutive potential common share - 2,691

Diluted EPS

Net income available to common shareholders
(including effect of dilutive potential
common share) $ 146,799 264,265 $0.56

Year ended December 31, 2014

Basic EPS
Net income available to common shareholders $ 628,653 237,258 $2.65
Effect of dilutive potential common share - 4,551

Diluted EPS

Net income available to common shareholders
(including effect of dilutive potential
common share) $ 628,653 241,809 $2.60
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If the Company offered to settle the obligation by cash or by issuing sharesoti sharing bonus to employees
which will be settled in shares were included in the weiglaesfage number of shares outstanding in the
calculation of diluted EPS, as the shares have a dilutieetef The number of shares is estimated by dividing
the amount of the profit sharing bonus to employees in stock by the ligerafahe common shares at the end of
the reporting period. Such dilutive effect of the potential shar@sluded in the calculation of diluted EPS
until the profit sharing bonus to employees to be settled indime 6f common stocks is approved in the
following year.

. ADDITIONAL INFORMATION OF EXPENSES BY NATURE
Net income included the following items:

Years Ended December 31

2015 2014
a. Depreciation of property, plant and equipment
Recognized in operating costs $ 828,830 $ 867,980
Recognized in operating expenses 13,661 11,031
Recognized in other operating income and expenses 405,323 410,563

$ 1,247,814 $ 1,289,574

b. Amortization of intangible assets

Recognized in operating costs $ 11,351 $ 9,281
Recognized in operating expenses 24,978 17,596

$ 36,329 $ 26,877

c. Research and development costs expensed as incurred $ 359,845 $ 276,680
d. Employee benefits expenses

Post-employment benefits (Note 18)

Defined contribution plans $ 57,554 $ 50,932
Defined benefit plans (56) 88
57,498 51,020

Share-based payments
Cash-settled (15,807) 22,433
Equity-settled 63,371 4,811
47,564 27,244
Other employee benefits 1,528,594 1,396,442

$ 1,633,656 $ 1,474,706

Employee benefits expense summarized by function
Recognized in operating costs $ 1,328,044 $ 1,169,403
Recognized in operating expenses 305,612 305,303

$ 1,633,656 $ 1,474,706
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Under the Company Act as amended in May 2015, the Company’s Articlasasporation should stipulate a
fixed amount or ratio of annual profit to be distributed as profitring bonus to employees. The Company
expects to make amendments to the Company’s Articles of Inctiggota be approved during the 2016 annual
shareholders’ meeting.

The Company accrued profit sharing bonus to employees, bonus and coiopettsalirectors based on a
percentage of income before income tax (before profit sharing borersployees, bonus and compensation to
directors during the period under the amended Company Act), whicdurded to NT$23,765 thousand
(including NT$1,800 thousand compensation to independent directors) for trengedrDecember 31, 2015.

The Company accrued profit sharing bonus to employees, bonus and cdropensdirectors based on a certain
percentage of net income (net of profit sharing bonus to em@pipeaus and compensation to directors, legal
reserve and special reserve during the period), which amounte@$®8M87 thousand (including NT$1,800
thousand compensation to independent directors) for the year ended December 31, 2014.

If there is a change in the proposed amounts after the annual firetatéaents were authorized for issue, the
differences are recorded as a change in accounting estiniateshare bonus is resolved by the shareholders’
meeting to be distributed to employees, the number of sharegimdetd by the closing price (after considering
the effect of cash and stock dividends) of the shares on thendagdiately preceding the shareholders’ meeting
after the Company became a listed company on the Taipei Exchhagaimber of shares is determined by the
fair value of shares which is determined by valuation technigioeebine Company became a listed company on
the Taipei Exchange.

The profit sharing bonus to employees, bonus and compensation to difec0%4 and 2013 which have been
approved in the shareholders’ meetings on June 16, 2015 and June 12, 2014, respextvab/follows:

Profit Sharing Bonus in Cash
Years Ended December 31

201¢ 201:
Profit sharing bonus to employees $ 84,787 $ 38,957
Bonus and compensation to directors 4,200 5,194

$ 88,987 $ 44,151

There was no difference between the above amounts approved in stenr®holeetings and the amounts
recognized in the financial statements for the years ended Dec8intafrl4 and 2013, respectively.

The profit sharing bonus to employees, bonus and compensation to difectd®15 had been proposed by the
Company’s board of directors on February 3, 2016 were as follows:

Compensation
in cash

Profit sharing bonus to employees $ 19,67t
Bonus and compensation to directors 4,09(

$ 23,76
There is no significant difference between the aforementiomegdoped amounts and the amounts charged
against earnings of 2015. The appropriations of profit sharing lloreraployees, bonus and compensation to
directors for 2015 are to be presented for approval in the Comphay&helders’ meeting to be held on June 14,
2016 (expected).
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The information about the appropriations of the Company’s profitirdhdsonus to employees, bonus and
compensation to directors is available at the Market Observation y&etrBiebsite.

29. CAPITAL MANAGEMENT

The Company manages its capital to ensure that the Compdrevéble to continue as going concerns while
maximizing the return to stakeholders through the optimizatioheofiebt and equity balance. The Company
manages its capital in a manner to ensure that it hfisieotf and necessary financial resources to fund its
working capital needs, capital asset purchases, researctiesatbpment activities, dividend payments, debt
service requirements and other business requirements &sdowith its existing operations over the next 12
months.

30. FINANCIAL INSTRUMENTS

a. Categories of financial instruments

December 3.
201¢ 201«

Financial asse
FVTPL

Held for trading derivative $ - $ 38¢
Loans and receivabl

Cash and cash equivale 824,38t 806,44!

Accounts receivable, net (including related parti 584,78« 939,08!

Other receivable from relate( parties 27,72( -

Other receivable 672 2,697

Refundable depos 9,271 8,90¢

$ 1,446,83 $ 1,757,52

Financial liabilitie:

FVTPL
Held for trading derivative $ 5,42 $ 12,64«
Derivative finincial instruments in designated hedge accout
relationships 1,774 823
Measured at amortized ¢
Accounts payab 277,60t 287,04t
Payables to contractors and equipment sup 424.94: 460,12
Accrued expenses and otlcurrent liabilitie: 274,03t 287,95
Long-term borrowing 1,385,00! 2,662,50!

2,368,78 3,711,09
b. Financial risk management objectives and policies
The Company seeks to ensure sufficient cost-efficient fundéaglily available when needed. The
Company manages its exposure to foreign currency risk, intatestisk, credit risk and liquidity risk with

the objective to reduce the potentially adverse effdesntarket uncertainties may have on its financial
performance.
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The plans for material treasury activities are reviewe@bgrd of Directors in accordance with procedures
required by relevant regulations and internal controls. During thiementation of such plans, the treasury
function must comply with certain treasury procedures thatigeoguiding principles for overall financial
risk management and segregation of duties.

Market risk

The Company is exposed to the market risks arising from chamdeseign exchange rates, interest rates,
and utilizes some derivative financial instruments to reduce thedeiaks.

Foreign currency risk

Most of the Company’s operating activities are denominated irigforeurrencies. Consequently, the
Company is exposed to foreign currency risk. To protect agaddattions in value and the volatility of
future cash flows caused by changes in foreign exchange tlage€ompany utilizes derivative financial
instruments, including currency forward contracts, to hedgeuitency exposure. These instruments help
to reduce, but do not eliminate, the impact of foreign currency exchangeonzenemts.

The Company’s sensitivity analysis to foreign currency msknly focuses on the foreign currency monetary
items at the end of the reporting period. Assuming an unfawd@8lo movement in the levels of foreign
exchanges against the New Taiwan dollar, the net income fgetre ended December 31, 2015 and 2014
would have increased/decreased by NT$916 thousand and NT$4,264 thousantiveBsder taking into
consideration of the hedging contracts and the hedged items.

Interest rate risk

Variable-rate long-term bank borrowings cause the Company ¢apgmsed to cash flow interest rate risk, but
not fair value interest rate risk. Consequently, the Companyeenteto interest rate swap contracts to
mitigate the risk of changes in interest rates on cash flow.

The Company’s analysis of sensitivity to interest rat& i prepared assuming the amount of the
variable-rate long-term bank borrowings outstanding at the etiteafeporting period was outstanding for
the whole year. |If interest rates had been 100 basis poinjshig®er and all other variables were held
constant, the Company’s interest expense, net of income tax, fgedng ended December 31, 2015 and
2014 would have been higher by NT$7,346 thousand and NT$17,949 thousand, respectively,

Credit risk management

Credit risk refers to the risk that a counterparty défault on its contractual obligations resulting in financial
loss to the Company. The Company is exposed to credit risk fromtiogeaativities, primarily accounts
receivable, and from investing activities, primarily depositth banks. As of the balance sheet date, the
Company’s maximum credit risk exposure is mainly from theyogagramount of financial assets recognized
in the balance sheet.

Business related credit risk

The Company has considerable accounts receivable outstanding with its ceistomdwide. A substantial
majority of the Company’s outstanding accounts receivableaireavered by collateral or credit insurance.
While the Company has procedures to monitor and limit exposuredio 1ts& on accounts receivable, there
can be no assurance such procedures will effectively limit its crekliamid avoid losses.

The Company’s concentration of credit risk of 62% and 72% ihaotounts receivables as of December 31,
2015 and 2014, respectively, was related to the Company’s two largest customers

-134 -



Financial credit risk

The Company regularly monitors and reviews the transactioh dipfilied to counterparties and adjusts the
concentration limit according to market conditions and theitctednding of the counterparties. The
Company mitigates its exposure by selecting creditworthy financiibitiens.

Liquidity risk management

The objective of liquidity risk management is to ensure tbengany has sufficient liquidity to fund its
business requirements. The Company manages its liquidity riskabytaining adequate cash and banking
facilities.

The Company relies on bank borrowings as a significant sourdaguafity. As of December 31, 2015 and
2014, the unused financing facilities of the Company amounted to NT$4,244,647anthoasd
NT$3,059,207 thousand, respectively.

The table below summarizes the maturity profile of the Compdinancial liabilities based on contractual
undiscounted payments, including principal and interest.

Less Than
1 Year 2-3 Years 4-5 Years 5+ Years Total
December 31, 2015
Non-derivative financial liabilities
Accounts payable $ 277,606 $ - $ - $ - $ 277,606
Payables to contractors and
equipment suppliers 424,941 - - - 424,941
Accrued expenses and other current
liabilities 274,036 - - - 274,036
Long-term borrowings 350,335 1,062,140 - - 1,412,475
1,326,918 1,062,140 - - 2,389,058
Derivative financial liabilities
Forward exchange contracts
Outflows 689,479 - - - 689,479
Inflows (684,056) - - - (684,056)
5,423 - - - 5,423
Interest rate swap contracts
Outflows 5,297 - - - 5,297
Inflows (3,846) - - - (3.846)
1,451 - - - 1,451
$ 1,333,792 $ 1,062,140 $ - $ - 2,395,932
December 31, 2014
Non-derivative financial liabilities
Accounts payable $ 287,046 $ - $ - $ - $ 287,046
Payables to contractors and
equipment suppliers 460,129 - - - 460,129
Accrued expenses and other current
liabilities 287,957 - - - 287,957
Long-term borrowings 307,730 1,792,342 633,044 - 2,733,116
1,342,862 1,792,342 633,044 - 3,768,248
Derivative financial liabilities
Forward exchange contracts
Outflows 821,704 - - - 821,704
Inflows (809,449) - - - (809,449)
12,255 - - - 12,255
Interest rate swap contracts
Outflows 5,540 5,297 - - 10,837
Inflows (4,440) (4,245) - - (8,685)
1,100 1,052 - - 2,152
$ 1,356,217 $ 1,793,394 $ 633,044 $ - $ 3,782,655
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f. Fair value of financial instruments
1) Fair value of financial instruments carried at amortized cost

The Company considers that the carrying amounts of financidkasse financial liabilities carried
at amortized cost recognized in the financial statements approximat@athealues.

2) Fair value measurements recognized in the balance sheets

The Company’s financial assets and liabilities are measutethia value. The fair value
measurements are grouped into Levels 1 to 3 based on the degrdecho the fair value
measurement inputs are observable and the significance of thetmplsfair value measurement
in its entirety, which are described as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for idensietd asliabilities;

e Level 2 inputs are inputs other than quoted prices included withid Leat are observable for
the asset or liability, either directly (i.e. as prices) or indireciy (erived from prices); and

¢ Level 3 inputs are unobservable inputs for the asset or liability.

December 31, 201

Level 1 Level 2 Level 3 Total
Financial liabilities at FEVTP
Derivative financial instrumer $ - $ 5,42¢ $ - $ 5,42¢
Hedging derivative financia
liabilities
Interest rate sap contract $ - $ 1,77¢ $ - $ 1,77¢

December 31, 201

Level 1 Level 2 Level 3 Total

Financial assets at FVT|
Derivative financial instrumer $ - $ 38¢ $ - $ 38¢
Financial liabilties at FVTPI
Derivative financial instrumer $ - $ 12,64 $ - $ 12,64
Hedging derivative financi

liabilities
Interest rate swap contra $ - $ 82: $ - $ 82:

There were no transfers between Level 1 and Level 2 ofaihesalue hierarchy for the years ended
December 31, 2015 and 2014, respectively.

There were no purchases and disposals for financial assets drBlfeveéhe years ended December 31,
2015 and 2014, respectively.
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3) Valuation techniques and assumptions applied for the purpose of measumwafutai
The fair values of financial assets and financial liabilities vietermined as follows:

Forward exchange contracts are measured using quoted forxaduiahge rates and yield curves derived
from quoted interest rates matching maturities of the contralitterest rate swaps contracts are measured at

the present value of future cash flows estimated and disebbated on the applicable yield curves derived
from quoted interest rates.

The fair values of other financial assets and financiabilliies were determined in
accordance with generally accepted pricing models based on discounted cashlflsis.ana

31. RELATED PARTY TRANSACTIONS

The transactions between the Company and its related parties are saedraariollows:

a. Operating transactions

Operating Revenue, Net

Manufacturing Overhead

Years Ended December 31

Years Ended December 31

2015 2014 2015 2014
Investors that have significant
influence over the Company $ 2,923,50 $ 3,158,150 $ 882 % 2,034
Other related parties - - 32 151
$ 2,923500 $ 3,158,150 $ 914 $ 2,185

Operating Expenses

Rental Income

Years Ended December 31

Years Ended December 31

2015 2014 2015 2014
Investors that have significant
influence over the Company $ 22,392 $ 5,304 $ 513,342 $ 697,958
Other related parties 1,693 1,089 753 -
$ 24,085 $ 6,393 $ 514,095 $ 697,958
Purchase:
Years Ended December &
201t 201«
Investors that have significant influence over the Com $ 87¢ $ 2,12

Acquisition Price of Property, Plant
and Equipment
Years Ended December &

201¢ 201¢
Investors that have significant influence over the Com $ - $ 23,44
Other related partir - 757
sy - 24,20«
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Proceeds from Disposal ¢
Property, Plant and Equipment
Years Ended December &
201t 201«

$ 26,149 $ -

Investors that have significant influence over the Company

Other related parties 22,151

$ 48,300 $ -

Gains on Disposal of Property
Plant and Equipment
Years Ended December &
201t 201«

$ 11,073 $ -

10,144

$ 21,217 $ -

Investor that have significant influence over the Company
Other related parties

The outstanding balances at the end of reporting period are as follows:

Receivables from Related Partie
December 31
201¢ 201«

$ 240,676 $ 673,319

Investors that have significant influence over the Company

Other Receivables from Relatec
Parties

December 3.
201¢ 201¢

Investors that have significant influence over the Company $ 27,632 $ -
88 -

Other related parties

$ 27,720 $ -

Other Current Assets

December 3.

201t 201¢

$ 59 $ 792

Investors that have significant influence over the Company

Accounts Payabl

December 3.

2015 2014
$ - $ 517

Investors that have significant influence over the Company
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Accrued Expenses and Othe
Current Liabilities

December 3.
201t 201«
Investors that have significant influence over the Company $ 1,036 $ 683
Other related parties 507 380

$ 1543 $ 1,063

The prices and terms of sales to and purchases from rebatégs pvere not significantly different from those
of sales to third parties. For other related party trdioges; price and terms were determined in accordance
with mutual agreements.

The Company leased property, plant and equipment to related pafftes.lease terms and prices were both
determined in accordance with mutual agreements. The rentalédnsasireceived quarterly or monthly;
the related rental income of leased assets was recognized under othé@rgpea@ne and expenses.

b. Compensation of key management personnel:

The compensation to directors and other key management persanthel ¥ears ended December 31, 2015
and 2014 were as follows:

Years ended December 31

2015 2014
Short-term employee benefits $ 32,964 $ 44,367
Post-employment benefits 648 729
Share-based payments (13,048) 23,398

$ 20,564 $ 68,494

The compensation to directors and other key management persomealatermined by the Compensation
Committee of the Company in accordance with the individual performance and thed treamiis.

32. PLEDGED ASSETS
The following assets were provided as collateral for long-term bam&iogs:

Years Ended December 31

2015 2014
Pledged machinery and equipment $ 571,360 $ 684,708

33. OPERATING LEASE ARRANGEMENTS
The Company leases several parcels of plants and offices from thei Jindungfrial Park. These operating

leases expire between March 2016 and December 2020. The lease agreeipemécawed upon expiration,
and Jhongli Industrial Park can adjust annual rental amounts by leasaegjree
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The Company expensed the lease payments as follows:
Years Ended December 31

2015 2014
Minimum lease payments $ 56,384 $ 51,955

Future minimum lease payments under the above non-cancellable operagsgleass follows:

December 3.
201t 201«
Not later than 1 year $ 47,004 $ 45,789
Later than 1 year and not later than 5 years 80,945 97,320
Later than 5 years - 3,187

$ 127,949 $ 146,296

34. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGN IZED COMMITMENTS

Significant contingent liabilities and unrecognized commitmenhthe Company as of the end of the reporting
period, excluding those disclosed in other notes, were as follows:

a. In June 2000, the Company had entered into a technology license agreemengwéartg and

IP Advanced Technologies Ltd. (formerly ShellCase Ltd.). Accgrdm the agreement, the

Company should pay license fee by instalments, which was fully @aiof June 2001. Such

license fee was recognized in acquired special technology unaegiinle assets and was amortized
over 20-year useful life. Besides, from April 2003 to April 2015 veitberiod of 12 years, the

Company paid royalties at specific percentages of sales ambudéntified products under the

agreement.

b. As of December 31, 2015 and 2014, unused letters of credit for purchasextohery and
equipment amounted to NT$3,593 thousand and NT$4,243 thousand, respectively.

c. The amounts that the Company has committed to purchase propertyardaequipment were
NT$220,604 thousand.

35. EXCHANGE RATE INFORMATION OF FOREIGN-CURRENCY F INANCIALASSETS AND
LIABILITIES

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

Foreign Carrying
Currencies Exchange Rate Amount
(In Thousands) (Note) (In Thousands)
December 31, 20:
Financial assets
Monetary items
uUsD $ 26,341 32.895 $ 866,476
JPY 46,264 0.2727 12,616
EUR 648 35.88 23,254
CHF 139 33.19 4,612
(Continued)
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Foreign Carrying
Currencies Exchange Rate Amount
(In Thousands) (Note) (In Thousands)
Financial liabilities
Monetary items
uUsD $ 5,699 32.895 187,456
JPY 46,264 0.2727 12,616
EUR 664 35.88 23,827
CHF 139 33.19 4,612
December 31, 20:
Financial assets
Monetary items
uUsD 32,882 31.604 1,039,207
JPY 21,090 0.2646 5,580
EUR 1,451 38.47 55,831
CHF 178 31.98 5,681
Financial liabilities
Monetary items
UsD 5,256 31.604 166,126
JPY 21,126 0.2646 5,590
EUR 1,451 38.47 55,831
CHF 178 31.98 5,681
(Concluded)

Note: Exchange rate represents the number of N.T. dollars for which oigm fonerency could be exchanged.
The significant (realized and unrealized) foreign exchange gain (lassasvfollows:

Years Ended December 31
2015 2014
Net Foreign Net Foreign
Exchange Exchange
Exchange Rate Gain (Loss) Exchange Rate Gain (LosS)

Foreign Currencies

USD 32.895 $ 23,351 31.604 $ 49,496
JPY 0.2727 441 0.2646 (36)
EUR 35.88 13 38.47 369
CHF 33.19 13 31.98 (10)

$ 23,818 $ 49,819
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36. OPERATING SEGMENT INFORMATION

a. Operating segments

The Company operates in individual industry on the basis of howdngpany’s chief operating decision
maker regularly reviews information in order to allocegsources and assess performance. The basis for
the measurement of the operating segment profit (loss)tsaasd liabilities is the same as that for the
preparation of financial statements. Please refer tdrthadial statements for the related operating segment

information.
b. Geographic operating revenue information
Years Ended December 31
2015 2014

Region

Taiwan $ 2,112,030 $ 2,069,314
United States 1,309,416 1,528,052
Europe 1,068,168 650,535
Asia 388,474 686,177

$ 4,878,088 $ 4,934,078

The geographic information is presented by billed regions. MNomiat assets were all placed in Taiwan, so
the disclosure of non-current asset information was not required.

c¢. Production information

Years Ended December 31

Production 2015 2014

Wafer Level Chip Scale Packaging $ 2,907,033 $ 3,028,799
Wafer Level Post Passivation Interconnection 1,946,009 1,879,970
Others 25,046 25,309

$ 4,878,088 $ 4,934,078

d. Major customers representing at least 10% ofrapi@eg revenue

Years Ended December 31

2015 2014
Amount % Amount %
Customer A $ 1,812,248 37 $ 1,732,290 35
Customer B 1,209,191 25 1,425,860 29
Customer C 1,015,974 21 667,339 14
Customer D 323,443 7 476,558 10
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37. ADDITIONAL DISCLOSURES

a. Significant transactions

b.

C.

1)
2)

3)

4)

5)

6)

7

8)

9)

Financing provided to others: None;
Endorsements/guarantees provided: None;

Marketable securities held (excluding investment in subidiaassociates and joint ventures): Please
see Table 1 attached;

Marketable securities acquired and disposed at cogisioms at least NT$300 million or 20% of the
paid-in capital: None;

Acquisition of individual real estate at costs of at I&E$300 million or 20% of the paid-in capital:
None;

Disposal of individual real estate at prices of at I&E$300 million or 20% of the paid-in capital:
None;

Total purchases from or sales to related parties amountiag least NT$100 million or 20% of the
paid-in capital: Please see Table 2 attached;

Receivables from related parties amounting to at least 00T#iillion or 20% of the paid-in capital:
Please see Table 3 attached,

Information about the derivative instruments transaction: @®kssNotes 7 and 8

Information on investees: None;

Information on investments in mainland China: None.
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E. Consolidated Financial Statements and Independent Auditors’ Report: None

F. The Financial Impact to the Company due to Company or Affiliate Companies Financial
Difficulties: None
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VII. Financial Position, Operating Results and Risk Management

A. Financial Positon

Unit: NT$, in Thousands

Year Difference
Item 2015 2014 Amount %

Current assets 1,771,461 2,035,251 (263,790) (12.96)
Property, plant and 6,561,638 6,591,778 (30,140) (0.46)
equipment

Intangible assets 81,986 87,437 (5,451) (6.23)
Other assets 104,128 112,803 (8,675) (7.69)
Total assets 8,519,213 8,827,269 (308,056) (3.49)
Current liabilities 1,592,892 1,760,450 (167,558) (9.52)
Non current liabilities 1,074,440 2,412,576 | (1,338,136) (55.47)
Total liabilities 2,667,332 4,173,026 | (1,505,694) (36.08)
Capital stock 2,688,761 2,381,207 307,554 12.92
Capital Surplus 1,580,613 547,724 1,032,889 188.58
Retained earnings 1,584,281 1,726,135 (141,854) (8.22)
Other equity (a,774) (823) (951) 115.55
Total equity 5,851,881 4,654,243 1,197,638 25.73

cash at a premium.

Items will be analyzed and explained if ratio changed more than £20% and changed

amount excess NT$10 millions:

1. Noncurrent liabilities and total liabilities decreased was mainly due to issue of new
shares for cash and repayment of long-term bank loans.

2. Capital surplus and total equity increased was mainly due to issue of new shares for
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B. Financial Performance

1. Financial Performance in Most Recent 2 Years:

Unit: NT$, in Thousands

Year
Item 2015 2014 Difference %
Operating revenues 4,878,088 4,934,078 (55,990) (1.13)
Operating costs 4,186,717 3,985,874 200,843 5.04
Gross profit 691,371 948,204| (256,833) (27.09)
Operating expense 512,927 463,495 49,432 10.67
Other revenue and expense 56,175 190,921| (134,746) (70.58)
Income from operation 234,619 675,630 (441,011) (65.27)
Sf;éﬁ‘s’sra“”g income and| 5 35 (15,704) (4,650) 29.61
Income before income tax 214,265 659,926| (445,661) (67.53)
Income tax (67,466) (31,273) (36,193) 115.73
Net income 146,799 628,653 (481,854) (76.65)

Items will be analyzed and explained if ratio changed more than +20% and
changed amount excess NT$10 millions:
1. Gross margin decreased was mainly due to 300mm capacity built up in 2015

and cost continually occurred but benefit hadn’t yet happened.

2. Other revenue and expense decreased was due to decrease in rental income
of NT$205,878 thousands and decrease in impairment loss of NT$61,656
thousands.

3. Income from operation, income before income tax and net income decreased
was mainly due to 300mm capacity built up in 2015 and cost continually
occurred but benefit hadn’t yet happened. Another reason was rental income
decreased.

4. Income tax increased was due to (1) NT$ 15,049 thousands of additional
income tax on unappropriated earnings in 2015 ; (2) recognized deferred
income tax benefit in 2014 for expected future performance improve.

2. Sales Volume Forecast and Related Information, Major Impact and Future Plan
on Financial Performance

(1) Depending on macroeconomic, industry trend, future direction, the revenue
will grow up slightly, compare to 2015.

(2) Major Impact and Future Plan on Financial Performance: None.

- 146 -



C. Cash Flow

1. Analysis of Cash Flow

Unit: NT$, in Thousands

ltem Year 2015 2014 Difference %
Operating activities 1,666,018 1,196,897 469,121 39.19
Investing activities (1,336,744) | (1,844,684) 507,940 (27.54)
Financial activities (311,333) 423,090 (734,423) | (173.59)
Total 17,941 | (224,697) 242,638 | (107.98)

Cash flow from operating activities increased was mainly due to decrease
in guarantee deposits in 2014.
Cash flow from investing activities decreased was mainly due to decrease
in capital expenditures.
Cash flow from financial activities decreased was mainly due to increase
in repayment of long-term bank loans of NT$1,830,625 thousands, issue
of new shares for cash of NT$1,260,000 thousands, increased in cash
dividends of NT$145,724 thousands.

2. Remedial Actions for Liquidity Shortfall

Cash flow generated from operation and long term debt. Not applicable for
liquidity shortfall.

3. Cash Flow Projection for Next Year

Unit: NT$, in Thousands

Cash Net cash provided ms;gﬁﬁh gzgd N | cash gﬁgﬁgﬁ for Liquidity
Balance by operating financing Balance I : = :
ivities i nvestme inancin
2015/12/31 | activities in 2016 activities in 2016 2016/12/31 ot Plan Plan g
824,386 549,203 (514,566) 859,023 — Bank loans

1. Analysis of cash flow for 2016:

(1) Cash provided by operating activities was mainly from cash receipted from customers.
(2) Cash used in investing and financing activites was mainly due to capital expenditures.

2.Remedial actions for cash shortfall and liquidity analysis: increase bank loans -

. Major Capital Expenditure
Capital expenditure was to expand production equipement in 2015, which cash

flow generated from operation and long term debt. There was no unfavorable impact
on the finance and operation.

. Long Term Investment: Not applicable.
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F. Risk Management

1. Effects of Changes in Interest Rates, Foreign Exchange Rates and Inflation on

2.

Corporate Finance, and Future Response Measures:
(1) Interest Rate Fluctuation

The interest rate was in the rising trend recently and it is impacted the
Company’s profit and loss. The interest revenue was increased with the rising
interest rate and also the interest expense was. To avoid the higher interest rate in
the future and the uncertainty of the financing cost, the Company entered into
interest rate swap contracts to mitigate the risk of changes in interest rates on the
cash flow exposure related to the outstanding variable rate debt. The net impact to
the Company’s profit and loss was not significant.

If interest rates had been 100 basis points (1%) higher and all other variables
were held constant, the Company’s interest expense, net of income tax, for the
year of 2015 would have been higher by NT$7,346 thousands.

(2) Foreign Exchange Volatility

The Company’s revenues were mainly denominated in US dollars, and some
of the manufacturing costs were denominated in currencies other than NT dollars.
Therefore, any significant fluctuation to its disadvantage in such exchange rates
would have an adverse effect on the Company’s profit and loss. The Company
utilizes derivative financial instruments, including currency forward contracts and
Ccross currency swaps, to partially hedge its currency exposure. For more
derivative transactions information, please refer to pages 134 of the Annual
Report.

(3) Inflation Volatility

Faced with oil and electricity power price raising pressure, the Comapny
monitors the supply status of the raw material, seeks the second source of the
both good quality and price advantage, and improves the manufacturing process
and products yield, and cost reduction to reduce the impact of rising prices.

Risks Associated with High-risk/high-leveraged Investment; Lending,
Endorsements, and Guarantees for Other Parties; and Financial Derivative
Transactions:

The Company did not make high-risk of high-leveraged financial investments,
loan to othe parities, either the endorsements recently. The nature of the derivative
transactions that Xintec entered into were strictly for hedging purposes to hedge

foreign currency exposure. To control various types of financial transactions, The
Company has established internal policies and procedures based on sound
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financial and business practices, all in compliance with the relevant rules and
regulations issued by the Taiwan Securities and Futures Bureau.The policies and
procedures are “Procedures for Lending Funds to Other Parties”, “Procedures for
Acquisition or Disposal of Assets,”(“Policies and Procedures for Financial
Derivative Transactions” included) and “Procedures for Endorsement and
Guarantee”.

3. Future Research & Development Projects and Corresponding Budget:

In order to accelerate the development of advanced optical wafer-level
packaging technology to expand in high-end image sensors used in mobile phones
market, the future wills focus on opening the package type through-silicon via (TSV)
application, 3D wafer in a variety of optical sensor elements packaging technology
(3D IC package) package and a new generation of improved through-silicon via
(TSV CSP) and other wafer-level packaging technology research and development,
innovation and wafer-level packaging technology will expand its product line and
services to micro-electromechanical (MEMS), power field effect transistors, power
control and analog components and other products. The budget for R&D expense
will be NT$ 352,425 thousands on 2016.

4. Effects of and Response to Changes in Policies and Regulations Relating to
Corporate Finance and Sales:

The Company consistently pays close attention to any changes in Policies
and Regulations Relating to Corporate Finance and Sales. Changes in related
laws during 2015 have not had a significant impact on our operations.

5. Effects of and Response to Changes in Technology and the Industry Relating to

Corporate Finance and Sales:

The Company carefully monitors market trends and assesses the impact
they may have on the company’s operations and attaches great importance to
improvements in technology.

6. The Impact of Changes in Corporate Image on Corporate Risk Management, and
the Company’s Response Measures:

The company attaches great importance to preparing for emergency
management in natural or manmade disasters (like typhoon, earthquake,
environmental pollution, communication outage, labor strike, shortage of raw
material and of public supplies of water, gas and electricity, etc.). A comprehensive
plan of emergency response has already been formulated, which specifies relevant
procedures in setting up an emergency response team to cope with disasters. In
an emergency, we can follow the plan to thoroughly analyze the cause of the
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incident and its consequence and then explore alternative schemes and relevant
solutions in different circumstances; besides, the plan will also give us guidance in
formulating appropriate precautionary measures and disaster recovery strategies.
In this way, we can survive an emergency while keeping damages from personnel
injury, service interruption and financial impact to a minimum and maintaining the
smooth operation of the company. Up to the printing date of this Annual Report, the
company has not been faced with risks which may have a major impact on the
daily operation and on the corporate image.

7. Expected Benefits from, Risks Relating to and Response to Merger and Acquisition
Plans: None.

8. Expected Benefits from, Risks Relating to and Response to Factory Expansion
Plans: please refer to pages 147 of the Annual Report.

9. Risks Relating to and Response to Excessive Concentration of Purchasing
Sources and Excessive Customer Concentration:

The Company procured raw materials from different suppliers as far as
possible ro ensure the smooth supply of raw materials and reduce the risk of
centralized purchasing. Although the Company still made part of the raw materials
from a single supplier, but the Company will continue to look for other suppliers to
reduce the risk of centralized purchasing.

The largest customer, TSMC Group's net sales accounted for 37% of the
company's sales of 2015, and decline to 36% as of March 31, 2016. The company
will continue to actively develop new markets and new customers and maintain a
good relationship with the existing customers continue to reduce risk.

10. Effects of, Risks Relating to and Response to Large Share Transfers or Changes
in Shareholdings by Directors, Supervisors, or Shareholders with Shareholdings of
over 10%:

The price of the Company’s stock may be impacted by possible future sales
of the Company’s shares owned by the major shareholders.

For the Company’s IPO, the major shareholder and Directors sold their
Xintec’s shares for green show. The Director,TSMC, obtained 10.2% Xintec
ownership from its purchase of OmniVision Technologies, Inc.’s 49.1% ownership
in ViskEra Holding Cayman, Ltd. and 100% ownership in Taiwan OmniVision
Investment Holding Co. Inc. (renamed as Chi Cherng Investment Co., Ltd.) on
November 20, 2015. Of the above 10.2% Xintec ownership, 5.1% was sold on
November 30, 2015. The remaining 5.1% was sold on April 8, 2016. After the
Xintec shares sales, TSMC will remain as the largest shareholder of Xintec with
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approximately 41% ownership after the Xintec shares sold. TSMC announces to
continue its close collaboration with Xintec in the business areas of CMOS image
sensor, MEMS, and etc.

11. Effects of, Risks Relating to and Response to the Changes in Management
Rights: None

12. Litigation or Non-litigation Matters
(1) Major ongoing lawsuits, non-lawsuits or administrative lawsuit

a. Civil Litigation for Returning the Purchase Payment
(a) Feng Hua Matter

The Company ordered several chip tray rotating machines in an
amount equal to NT$3,150,000 (tax included) with Fen Hua Technology
Corporation (“Feng Hua”), and has already paid an 80% deposit in an
amount equal to NT$2,520,000 (tax included). But because Feng Hua
was unable to provide the chip wafer rotating machines in accordance
with the specification as stated in the purchase order, the Company
provided Feng Hua a cancellation notice on December 31, 2013, and filed
a civil law suit demanding the refund of the deposit with interest with
Taiwan Taoyuan District Court on January 10, 2014. The Company has
lost at the Taiwan Taoyuan District Court, because we already paid the
80% deposit, therefore we are ordered to pay the remaining 20% payment.
This matter has no material effect to the Company’s finance or operation.

(b) Yi Bao Matter

The Company ordered a LAM 4528 Etcher machine in an amount
equal to NT$394,000 (tax included) with Yi Bao Technology Corporation
(*Yi Bao”), and has already paid a 90% deposit in an amount equal to
NT$354,000 (tax included) to Yi Bao. But because Yi Bao was unable to
provide the LAM 4528 Etcher machine in accordance with the Company’s
specification, continued demanding extensions, and were unable to
correct the unconformity, the Company provided Yi Bao a notification
notice to correct the unconformity on February 19, 2014, of which Yi Bao
rejected our demand. As a result, the Company provided Yi Bao with a
cancellation notice on March 10, 2014, and filed a civil law suit with
Taiwan Taoyuan District Court demanding the refund of the deposit on
March 31, 2014. Yi Bao has lost in Taiwan Taoyuan District Court on July
3, 2014 and filed an appeal on July 28, 2014, Due to its failure to pay the
court cost in time, however, the Court of Second Instant has rejected its
claim on September 9, 2014, and Yi Bao has failed to file an appeal during
the statutory time limit for appeal. We have obtained the verdict and have
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filed a motion for compulsory enforcement of the verdict accordingly. The
parties have reached a settlement on April 10, 2015, therefore the
Company withdrew its motion for compulsory enforcement of the verdict.
Unfortunately, Yi Bao so far has failed to carry out its obligation as of
today, as a result we have filed a motion for compulsory enforcement of
the verdict again. This matter has no material effect to the Company’s
finance or operation.
(c) B.F.L. International Co., Ltd. Matter

The Company ordered a thermal shock tester in an amount equal to
NT$997,500 (tax included) with Bei Fuli International Co., Ltd. (“B.F.L."”),
and has already paid the full amount. But because B.F.L. was unable to
provide the thermal shock tester in accordance with the specification as
stated in the purchase order the machine could not pass inspection. The
Company has demanded B.F.L. to correct the unconformity, but so far
B.F.L. is unable to do so in the provided time period. Therefore, the
Company provided B.F.L. with a cancellation notice on May 28, 2015, and
filed a civil law suit demanding the refund of the payment with interest with
Taiwan Taoyuan District Court in July, 2015. The Company has lost at the
Taiwan Taoyuan District Court on April 18, 2016, therefore we cannot
retrieve the payment. This matter has no material effect to the Company’s
finance or operation.

b. Transactional Matter: None.

As described above, as of today, we have lost two (2) cases and won
one (1) case. The litigation matters described above will not cause the
Company to be dissolved, amending its organization, capital, operational plan,
financial plan, or production, nor would influence the market or damage public
interest.

(2) Major ongoing lawsuits, non-lawsuits or administrative lawsuits caused by
directors, supervisors or shareholders with over 10% shareholdings

Major ongoing lawsuits, non-lawsuits or administrative lawsuit by the
director of the company, TSMC:

a. In June 2010, Keranos, LLC. filed a complaint in the U.S. District Court for the
Eastern District of Texas alleging that TSMC, TSMC North America, and
several other leading technology companies infringe three expired U.S.
patents. In response, TSMC, TSMC North America, and several
co-defendants in the Texas case filed a lawsuit against Keranos in the U.S.
District Court for the Northern District of California in November 2010,
seeking a judgment declaring that they did not infringe the asserted patents,
and that those patents were invalid. These two litigations have been
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consolidated into a single lawsuit in the U.S. District Court for the Eastern
District of Texas. In February 2014, the Court entered a final judgment in
favor of TSMC, dismissing all of Keranos’' claims against TSMC with
prejudice. Keranos appealed the final judgment to the U.S. Court of Appeals
for the Federal Circuit, and in August 2015, the Federal Circuit remanded the
case back to the Texas court for further proceedings. The outcome cannot be
determined at this time.

b. In December 2010, Ziptronix, Inc. filed a complaint in the U.S. District Court
for the Northern District of California accusing TSMC, TSMC North America
and one other company of infringing several U.S. patents. In September 2014,
the Court granted summary judgment of noninfringement in favor of TSMC
and TSMC North America. Ziptronix, Inc. can appeal the Court’s order. In
August 2015, Tessera Technologies, Inc. announced it had acquired
Ziptronix. The outcome cannot be determined at this time.

c. In September 2013, Zond Inc. filed a complaint in U.S. District Court for the
District of Massachusetts against TSMC, certain TSMC subsidiaries and
other companies alleging infringing of several U.S. patents. Subsequently,
TSMC and Zond initiated additional legal actions in the U.S. District Courts
for the District of Delaware and the District of Massachusetts over several
additional patents owned by Zond. In March 2015, all pending litigations
between the parties in the U.S. District Courts for the District of
Massachusetts and the District of Delaware were dismissed.

d. In March 2014, DSS Technology Management, Inc. (DSS) filed a complaint in
the U.S. District Court for the Eastern District of Texas alleging that TSMC,
TSMC North America, TSMC Development and several other companies
infringe one U.S. patent. TSMC Development has subsequently been
dismissed. In May 2015, the Court entered a final judgment of
noninfringement in favor of TSMC and TSMC North America. DSS has
appealed the final judgment to the U.S. Court of Appeals for the Federal
Circuit. In November 2015, the Patent Trial and Appeal Board (PTAB)
determined after concluding an Inter Partes Review that the patent claims
asserted by DSS in the District Court litigation are unpatentable. DSS
appealed the PTAB’s decision in January 2016. The outcome cannot be
determined at this time.

As described above, TSMC's litigations are causing from commercial
acts and there is no relationship with us, it has no materially affect
shareholders' equity or the prices of the company's securities.

13. Other Major Risks: None.
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G. Other Importmetnt Matters: None
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VIII. Corporate Social Responsibility

Xintec Inc. pursues sustainable enterprise development based on the principal of
“integrity, innovation, and customer focus.” In addition to our core expertise, we also
believe in practicing sound management to safeguard employees’ and shareholders’
interests and achieving transparency by establishing clear communication channels with
our partners. We have set 2016 as the beginning and first year for the Corporate
Sustainable Development project, and have formally established our Corporate Social
Responsibility Committee. This committee shall be responsible in establishing various
social responsibility plans that will foster and develop policies that will focus on our
customers, protect our environment and human rights, and manage our suppliers.

Our core business is wafer level packaging. As a member of the semiconductor
industry, we warrant and declare that we shall follow the code of conduct as stated below:
We are committed to:

1. Respect employees’ right to choose his or her employment, and forbid any or all forms
of forced labor.

2. Not use any child labor.

3. Offer reasonable salary and benefit package.

4. Respect employees’ basic human rights and restrict any forms or acts of harassment,
discrimination, or humiliation.

5. Respect applicable local laws relating to employees’ freedom of association and
collective bargaining.

6. Provide a safe and healthy working environment.

7. Reduce the impact on our community, environment, and natural resources.

8. Comply with regulations and business ethics code of conduct, as well as meet
customer requirements.

9. Protect the confidentiality of customers’, suppliers’, and employees’ personal
information.

10. Continue the policy of not buying conflict minerals.

We will request all our partners who provide products or services to us to support the
above policy. We will conduct unscheduled audits to our suppliers to ensure they follow the
applicable policies and codes of conduct.

Chairman of Board: Robert Kuan
September 16, 2015
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IX. Special Notes

A. Affiliated Information: None.
B. Private Placements Securities: None.
C. Common Shares Acquired, Disposed of and Held by Subsidiaries: Not applicable.

D. Any Events in Y2015 That Had Significant Impacts on Shareholders’ Right or Security

Prices as Started in Item 2 Paragraph 2 of Article 36 of Securities and Exchange Law of
Taiwan: None.

E. Other Necessary Supplement: None.
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