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INDEPENDENT AUDITOR SGREPORT

The Board of Directors and Stockholders
Wah Lee IndustriaCorporation

We have audited the accompanying consolidated balance shebtshof.ee Industribh Corporation (the
fiCorporato® ) and its subsidiaries (collectively referr
31, 2012 and January 1, 2012dathe related consolidated statements of comprehensive inchargges in
equity and cash flows for the years ended December 31, 2013 and 2012. These consolidated financi
statements are the responsibility of @erporatioiis management. Our responitly is to express an opinion

on these consolidated financial statements based on our audiesdid not audithe financial statements of
subsidiaryWah Lee Tech (Singapore) Pte., Ltd., and certain investee compdri@swere the bases for the
reportal investmerg underequity method. SucHinancial statementsvere audited by other auditors whose
reports have been furnished to ugccordingly, our opinion insofar as it relates to the financial data of those
investee companies as included in the agmomging financial statements is solely based on the other ad@ditors
reports. Thefinancial statemerg of Wah Lee Tech (Singapore) Pte., Ltckflecedtotal assets dNT$518,797
thousand andNT$407,792 thousandoth representing 2% of total consolidats$ets, antbtal liabilities of
NT$336,133 thousand andT$243,768 thousandoth representin®2% of totalconsolidatediabilities, as of
December 31, 2013 and 2012, respectivalyl reflected comprehensiwgcome ofNT$13,502 thousand and
NT$15,515 thasand,both representindl% of total consolidatedccomprehensivéncome for the yeas ended
December 31, 2013 and 2012, respectivelljhe carrying valueof the investmentsaccounted for usingquity
methodwasNT$669,976 thousand adiT$646,623 thousandhothrepresenting% of totalconsolidatedssets

as of December 31, 2013 and 20despectively; and thehare of profit of associates recognized under equity
methodwas NT$68,570 thousand andT$77,832 thousandepresentingi% and 6% of consolidateprofit

before income taxpr the yeas ended December 31, 2013 and 2012, respectively.

We conducted our audits in accordance whi#hRules Governing the Audit of Financial Statements by Certified
Public Accountants and auditing standards generally setdp the Republic of China. Those rules and
standards require that we plan and perform the audit to obtain reasonable assurance about whether t
consolidatedinancial statements are free of material misstatement. An audit includes examining, bn a tes
basis, evidence supporting the amounts and disclosuresdoribelidatedinancial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
evaluating the overaltonsolidatedinancial statement presentation. We believe that our aaddthe other
auditor®reportsprovide a reasonable basis for our opinion.



In our opinionbased on our audits and thiner auditor8reports the consolidated financial statements referr

to above present fairly, in all material respects, the consolidated financial position of the Group as of Decembe
31, 2013, December 31, 2012 and January 1, 2012, and their consolidated financial performance and the
consolidated cash flows for theays endedecember 312013 and 2012, in conformity with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and International Financial Reporting
Standards(IFRS), International Accounting Standards (IAS), IFRIC Interpiata (IFRIC), and SIC
Interpretations (SIC¢ndorsed by the Financial Supervisory Commission of the Republic of China.

March 26, 2014

Notice to Readers

The accompanying consolidated financial statements are intendgdopiresent the consolidated financial
position, financial performance and casflows in accordance with accounting principles and practices
generally accepted in th&epublic of Chinaand not those of any other jurisdictions. The standards,
procedures ad practices toaudit such consolidated financial statements are those generally applied in the
Republic of China

For the convenience of readers, iheependenauditordreport and the accompanying consolidated financial
statements have been translatetb English from the original Chinese version prepared and used in the
Republic of China If there is any conflict between the English version and the original Chinese version or any
difference in the interpretation of the two versions, the Chifeesgiage independentwuditorsd report and
consolidated financial statements shall prevail.



WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In Thousands of New Taiwan Ddhrs)

December3l, 2013 December3l, 2012 January 1,2012 LIABILITIES AND EQUITY December3l, 2013 December3l, 2012 January 1,2012
ASSETS Amount % Amount % Amount % Amount % Amount % Amount %
CURRENTASSETS CURRENT LIABILITIES
Cash and cash equivalents (Notes 4 and 7) $ 2,984,593 13 $ 1,576,396 8 $ 1,320,835 7 Shortterm loans (Notes 15 and 29) $ 3,992,832 17  $ 3,632,371 18 $ 3,353,925 18
Financial assets at fair value through profit or lossrrent (Notes 4, Shortterm bills payable (Note 16) 150,000 1 - - 50,000 -
5and 8) - - - - 10,055 - Financial liabilities at fa value through profit or losscurrent
Available-for-sale financial assetsurrent (Notes 4 and 9) 354,353 2 162,914 1 348,591 2 (Notes 4, 5 and 8) - - - - 249 -
Notes receivable (Notes 10 and 28) 1,009,772 5 753,999 4 616,827 3 Notes payable (Note 17) 418,486 2 327,099 2 585,112 3
Accounts receivable, net (Notes 4, 5 and 10) 8,402,465 36 7,739,942 38 7,135,208 38 Notes payable related parties (Notes 17 and 28) 232,194 1 201,807 1 200,396 1
Accounts receivablerelated parties (Notes 4, 5, 10 and 28) 60,485 - 65,878 - 49,141 - Accounts payable (Note 17) 4,810,764 21 4,127,371 20 3,306,595 18
Other receivables 37,905 - 50,298 - 112,711 1 Accounts payablerelated parties (Notes 17 and 28) 233,949 1 274,279 1 241,781 1
Other receivablesrelated parties (Note 28) 2,949 - 3,415 - 5,084 - Other payables (Note 19) 690,719 3 539,124 3 573,824 3
Current tax assets (Notes 4 and 23) 1,382 - - - - - Current tax liabilitiegNotes 4 and 23) 170,787 1 79,477 - 130,032 1
Inventories (Notes 4 and 11) 3,081,312 13 2,649,570 13 3,228,657 17 Provisions- current (Note 4) 24,630 - 17,851 - 8,645 -
Prepaymenénd others 205,557 1 248,437 1 390,727 2 Current portion of longerm debts (Notes 18 and 29) 13,830 - 9,034 - 9,034
Other financial assetscurrent (Notes 4 and 12) 932945 _ 4 1,680,295 __ 8 791,176 __ 4 Other current liabilities 55,148 __ - 84,161 __ 1 145686 1
Total current assets 17,073,718 74 14,931,144 73 14,009,012 74 Total current liabilities 10,793,339 47 9,292,574 46 8,605,279 46
NONCURRENT ASSETS NONCURRENT LIABILITIES
Financial assets at fair value throygiofit or loss- noncurrent (Notes Long-term debts (Notes 18 and 29) 1,799,640 8 1,561,373 8 1,569,207 8
5and 8) - - 93,285 1 91,350 1 Provision- noncurrent (Note 4) 14,760 - 14,760 - 14,022 -
Available-for-sale financial assetsnoncurrent (Notes 4, 5 and 9) 245,325 1 452,232 2 271,423 1 Accrued pension liabilities 268,501 1 281,887 1 262,442 2
Investments accountddr using equity method (Notes 4 and 13) 4,007,683 17 3,511,235 17 3,172,402 17 Guarantee deposits received 701 - 684 - 1,453 -
Property, plant and equipment (Notes 4, 5, 14 and 29) 1,344,208 6 1,008,599 5 1,017,981 5 Deferred tax liabilities (Notes 4 and 23) 594356 _ 2 467,036 _ 2 429,946 _ 2
Goodwill (Notes 4 and 5) 31,654 - 31,186 - 32,410 -
Computer sdfvare (Note 4) 29,233 - 37,032 - 47,673 - Total noncurrent liabilities 2,677,958 11 2,325,740 11 2,277,070 _12
Deferred tax assets (Notes 4 and 23) 152,209 1 144,661 1 144,727 1
Prepayments for equipment (Note 30) 128,754 1 36,667 - 239 - Total liabilities 13,471,297 58 11,618,314 57 10,882,349 _ 58
Refundable deposits (Note 25) 86,714 - 76,304 1 92,795 1
Other noncurrent assets (Note 29) 27,527 - 44,028 - 45,051 - EQUITY ATTRIBUTABLE TO OWNERS OF THE CORPORATION
(Note 21)
Total noncurrent assets 6,053,307 _ 26 5,435,229 27 4916,051 _ 26 Share capital
Ordinary shares 2,313,901 10 2,313,901 _11 2,313,901 12
Capitd surplus 1,259555 5 1,246,456 6 1,210,839 7
Retained earnings
Legal reserve 1,348,252 6 1,250,139 6 1,154,916 6
Special reserve 72,302 - 72,302 1 72,302 -
Unappropriated earnings 3,608,841 16 3,116,164 15 2,767,012 15
Total retained earnings 5,029,395 _ 22 4,438,605 _ 22 3,994,230 _ 21
Other guity 343,111 2 174276 1 23581 -
Total equity attributable to owners of the Corporation 8,945,962 39 8,173,238 40 7,542,551 40
NON-CONTROLLING INTERESTS (Note 21) 709,766 __ 3 574821 __ 3 500,163 _ 2
Total equity 9,655,728 42 8,748,059 43 8,042,714 42
TOTAL $ 23,127,025 100 $ 20,366,373 100 $ 18,925,063 100 TOTAL $ 23,127,025 100 $ 20,366,373 100 $ 18,925,063 100

The accompanying notes are ategral part of the consolidatéidancial statements.

(With Deloitte & Toucheauditreport datedMarch 26, 2013



WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In Thousands of New Taiwan Dollars, ExcepEarnings Per Share)

For the Year Ended December 31

2013 2012
Amount % Amount %
OPERATING REVENUES (Note 28)
Net sales $ 34,240,455 100 $ 31,329,267 99
Commission revenue 118,940 - 176,352 1
Other operating revenue 39,003 - 39,655 -
Total operating revenues 34,398,398 100 31,545,274 100
OPERATING COSTS (Notes 11 and 28)
Cost of goods sold 31,268,906 91 28,667,865 91
Other operating costs 25,347 - 19,524 -
Total operating costs 31,294,253 91 28,687,389 91
GROSS PROFIT 3,104,145 9 2,857,885 9
OPERATING EXPENSES (Notes 20 and 22)
Selling and marketing expenses 1,660,589 5 1,643,999 5
General and administrative expenses 424,768 1 370,275 1
Total operating expenses 2,085,357 6 2,014,274 6
OPERATING INCOME 1,018,788 3 843,611 3
NON OPERATING INCOME AND EXPENSES
Other income (Note 22) 196,429 - 155,704 -
Other gains amhlosses (Note 22) 199,385 1 (12,260 -
Financial costs (Note 22) (80,569 - (79,521 -
Share of the profit or loss of associates 304,762 1 415,701 1
Total nonroperating income anekpenses 620,011 2 479,624 1
PROFIT BEFORE INCOME TAX 1,638,799 5 1,323,235 4
INCOME TAX EXPENSE (Notes 4 and 23) 399,776 1 276,427 1
NET PROFIT FROM CONTINUING OPERATIONS 1,239,023 4 1,046,808 3
OTHER COMPREHENSIVE INCOME (Notes 21 ar
23)
Exchange differences on translating foreign
operations 204,327 - (102,909 -
(Continued



WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earning®er Share)

For the Year Ended December 31

2013 2012
Amount % Amount %
Unrealizd gain on availablfor-sale financial asse $ (35,573 - $ 234,385 1
Actuarial gain and loss arising from defined bene
plans 15,347 - (11,9723 -
Share of the other comprehensive income of
associates 60,366 - 12,838 -
Income tax relating to the components of other
comprehensive income (40,293 - 22,771 -
Other comprehensive income for the year, n
of income tax 204,174 - 155,117 1
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 1,443,197 4 $ 1201925 _ 4
NET PROFIT ATTRIBUTABLE TO:
Owners of the Corporation $ 1,159,458 $ 987,772
Non-controlling interests 79,565 59,336
$ 1,239,023 $ 1,046,808
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Owners of the Corporation $ 1,338,100 $ 1,127,267
Noncontrolling interests 105,097 74,658
$ 1,443,197 $ 1,201,925
EARNINGS PER SHARE (Note 24)
From continuing operations
Basic $ 5.01 $ 427
Diluted 4.90 4.16
The accompanying notes are an integral part ofdmsolida¢dfinancial statements.
(With Deloitte & Touche audit report datéthrch 26, 2013 (Concluded)



WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(In Thousands of New Taiwan Dollars)

Equity Attributable to Owners of the Corporation

Share Capital

BALANCE AT JANUARY 1, 2012

Appropriation of 2011 earnings (Note 21)
Legal reserve - -
Cash dividends distributed by the Corporat&8% - -

$ 2,313,901 $ 1,210,839

Other changes in capital surplus
Change in capital surplus from investments in associ
accounted for by using equity method - 35,617
Net profit for the year ended December 31, 2012 - -
Other comprehensive income (loss) for the year ended
December 31, 2012, net of income tax (Note 21) - -

Total comprehensive income (loss) for the year ended
December 31, 2012 - -

BALANCE AT DECEMBER 31, 2012

Appropriation of 2012 earnings (Note 21)
Legal reserve - -
Cash dividends distributed by the Corporat&s%o - -

2,313,901 1,246,456

Other changes in capital surplus
Change in cpital surplus from investments in associal
accounted for by using equity method - 13,099
Net profit for the year ended December 31, 2013 - -
Other comprehensive income (loss) for the year ended
December 31, 2013, net of income tax (Note 21) - -

Total comprehensive income (loss) for the year ended
December 31, 2013 - -
Increase in nowontrolling interests (Note 21) - -

BALANCE AT DECEMBER 31, 2013 $ 2,313,901 $ 1,259,555

The accompanying notes are an integral part of the consoliilzé@dial statements.

(With Deloitte & Toucheauditreport datedMarch 26, 2013

Retained Earnings

Other Equity

Capital Surplus

Legal Reserve

Special Reserve

$ 1,154,916 $ 72,302
95,223 -
95,223 -

1,250,139 72,302
98,113 -
98,113 -

$ 1,348,252 $ 72,302

Unappropriated

Earnings

$ 2,767,012

(95,223
(532,197

(627,420

987,772

(11,200

976,572
3,116,164

(98,113
(578,475

(676,589

1,159,458

9,807

1,169,265

$ 3,608,841

Exchange

Differences on

Translating
Foreign
Operations

$ -

(144,273

(144,273
(144,273

227,423

227,423

$ 83152

Unrealized Gain

(Loss)on
Available-for-
sale Financial

Assets

$ 23581

294,966

294,966

318,547

(58,589

(58,589

$ 259,959

Subtotal

$ 7,542,551

(532,197
(532,197

35,617
987,772

139,495

1,127,267

8,173,238

(578,475
(578,475

13,099
1,159,458

178,642

1,338,100

$ 8945,962

Non-controlling

Interests

$ 500,163

59,036

15,622

74,658

574,821

79,565

25,532

105,097
29,848

$ 709,766

Total Equity

$ 8,042,714

(532,197
(532,197

35,617
1,046,808

155,117

1,201,925

8,748,059

(578,475
(578,475

13,099
1,239,023

204,174

1,443,197
29,848

$ 9,655,728



WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMEN TS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

For the Year Ended December31

2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax $ 1,638,799 $ 1,323,235
Adjustments for:
Depreciation expenses 73,665 74,372
Amortization expenses 11,392 11,049
Provision for doubtful accounts 16,911 28,706
Net loss (gain) on fair value change of financial assets and liab
designated as at fair value through profit or loss 3,285 (3,12)
Interest expenses 80,565 79,521
Interest income (89,233 (65,542
Dividend income (12,410 (12,18)
Share of loss (profit) of associates (304,762 (415,70)
Loss (gain) on disposal of property, plant aogipment (1,049 1,500
Gain on disposal of investments (74,509 (4,200
Impairment loss recognized on availabde-sale financial assets - 26,027
Loss on inventories 31,519 21,714
Net gain on foreign currency exaige (47,529 (57,823
Changes in operating assets and liabilities
Notes receivable (255,773 (137,172
Accounts receivable (681,374 (632,434
Accounts receivablerelated parties 5,393 (16,737
Other receiable 26,972 62,413
Other receivablerelated parties 466 1,669
Inventories (466,361 560,449
Prepayments and other current assets 41,498 142,290
Notes payable 91,387 (258,013
Notes payablerelated parties 30,387 1,411
Accounts payable 683,393 820,776
Accounts payablerelated parties (40,330 32,498
Other payables 150,487 (9,780
Provisions 6,779 9,944
Other current liabilities (29,013 (61,525
Accrued pension liabilities 1,961 7,473
Cash generated from operations 892,520 1,530,818
Interest received 89,232 65,542
Dividend received 180,386 194,927
Interest paid (78,329 (79,49)
Income tax paid (227823 (267,055
Net cash generated from operating activities 855,991 1,444,741
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of financial assets designated as at fair v
through profit and loss 90,000 10,302
(Continued)



WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT SOF CASH FLOWS
(In Thousands of New Taiwan Dollars)

For the Year Ended December31

2013 2012
Acquisition of availabldor-sale finanal assets $ (262,413 (165,575
Proceeds of sale of availakiar-sale financial assets 301,440 372,823
Acquisition of associates (286,15) (83,899
Proceeds from disposal of investments accounted for by equity m - 19,110
Payments for property, plant and equipment (429,339 (99,779
Proceeds from disposal of property, plant and equipment 2,549 2,741
Increase in refundable deposits (51,835 (39,485
Decrease in refundable deposits 42,175 54,298
Payments for intangible assets (3,219 (352
Decrease (increase) in other financial assets 747,350 (889,119
Decrease in other noncurrent assets 16,501 1,023
Increase in prepayments for equipment (92,87 (36,429
Net cash generated from (used in) investing activities 74,979 (854,330
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from sheterm loans 11,008,538 12,132,477
Repayments of shetérm lbans (10,600,55) (11,796,209
Increase (decrease) shitatm bills payable 150,000 (50,000
Proceeds from lonterm debts 250,897 -
Repayment of longerm debts (9,039 (9,039
Proceeds from guarantee deposits ineok 17 -
Refund of guarantee deposits received - (769
Cash dividends (578,479 (532,197%
Change in noftontrolling interests 29,848 -
Net cash generated from (used in) financing activities 251,240 (255,732
EFFECT OF EXCHANGE RATE CHANGES ON THE BALANCE Ol
CASH AND CASH EQUIVALENTS HELD IN FOREIGN
CURRENCIES 225,987 (79,118
NET INCREASE IN CASH AND CASH EQUIVALENTS 1,408,197 255,561
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR 1,576,396 1,320,835
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 2984593 $ 1,576,396
The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Toucheaudit repordatedMarch 26, 2013 (Concluded)



WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013AND 2012
(In Thousands of New Taiwan Dollars, UnlesStated Otherwise)

1. ORGANIZATION AND OPERATIONS

Wah Lee Industrial Corporation (the #fACorporati
engaged in the import/export and agency business of composite materials, engineering plastic, printe
circuit board, semiconductor, computer related manufacturing materials and equipment.

The Cor psharea havbeem fisted and traded on the Taiwan Stock Exchange since July 22, 2002.

The functional currency dhe Corporation is New Taiwan dollaaied the consolidated financial statements
are presented iNew Tdwan dollas.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidatedinancial statements were approved by the board of directors and authorizEsiliéoon
March 26, 2014

3. APPLICATION OF NEW AND AMENDED STANDARDS AND INTERPRETATIONS

a. New, amendedand revised standards and interpretatiindh &NewflFRS® )in issue but not yet
effective

The Corporation and entities controlled by theCorporation( t he A Gr oup o) have
following International Financial Reporting Standards (IFRS), International Accounting Standards
(IAS), Interpretationof IFRS (IFRIC), and Interpretationsf IAS (SIC) issued by the IASB.On
January 28, 2014, the Financial Supervisory Commission (FSCumacenh the framework for the
adoption of updated IFRSs version in the ROC. Under this framework, starting January 1, 2015, the
previous version of IFRSs endorsed by the FSC (the 2010 IFRSs version) currently applied by
companies with shares listed on thewan Stock Exchange or traded on the Taiwan GreTai Securities
Market or Emerging Stock Market will be replaced by the updated IFRSs without IFRS 9 (the 2013
IFRSs version). However, as of the date that the consolidated financial statements were cdiborize
issue, the FSC has not endorsed the following new, amended and revised standards and interpretatio
i ssued by the | ASB (the ANew | FHF&thamore,ithe ESClhase d
not announced the effective date for the followigw IFRSs that are not included in the 2013 IFRSs

version.
Effective Date Announced by
IASB (Note 1)
The New IFRSs included in the 2013
IFRSs version not yet endorsed by the FSC
Improvements to IFBs (2009} amendment tbAS 39 Januaryl, 2009andJanuaryl,
201Q as appropriate
(Continued)



Amendment to IAS 38Embedded Derivativés

Improvements to IFBs (2010)

Annual Improvements to IFRSs 20@911 Cycle

Amendment to IFRS fi L i mlxengption fromComparative IFRS
7 Disclosures foFirst-TimeAd opt er s 0

Amendment to IFRS i S e vHyperinflation andRemoval ofFixed
Dates forFirst-TimeAd o pt er s O

Amendment to IFRS fiGovernment Loarts

Amendment to IFRS #Disclosure- Offsetting Financial Assets an

Financial Liabilitie®

Amendment to IFRS #@Disclosure- Transfer of Financial Asseis

IFRS 10riConsolidated Financial Statememts

IFRS 11AJoint Arrangements

IFRS 12fDisclosure of Interests in Other Entitles

Amendments to IFRS 10FRS 11 and IFRS l1XConsolidated
Financial Statements, Joint Arrangements and Disclosure of
Interests in Other Entities: Transition Guidana@

Amendments to IFRS 10 and IFRS 12 and IASiRvestment

Entitie®

IFRS 13fiFair Value Measuremeit
Amendment to IAS BiPresentation of Other Comprehensive Inco
Amendment to IAS 1% D e f dax:r Redovery of Underlying

Asset®

IAS 19 (Revised 2011Employee Benefits

IAS 27 (Revised 2011) S e p &inaadiakStatemenis
IAS 28 (Revised 2011jinvestments in Associates armint

Venture®

Amendment to IAS 3#0ffsetting Financial Assets and Financial

Liabilitieso

IFRIC 201Stripping Costs in Production Phase of a Surface Mint

The New IFRSs not included in the 2013 IFRSs version

Effective Date Announced by
IASB (Note 1)

Annual Improvements to IFRSs 202012 Cycle
Annual Improvements to IFRSs 202013 Cycle

IFRS 9iFinancial Instruments

Amendments to IFRS 9 and IFRS$iMandatoryEffective Date of
IFRS 9 and Transition Disclosures

IFRS 14fiRegulatory Deferral Accounts

Amendment to IAS 1% D enddiBenefit Plans: Employee
Contributionsbo

Amendmentto IAS 36 | mp a i rAssets: tRecovierable
AmountDisclosures foNon-FinancialAs s et s 0

Amendment to IAS 39 N o v a t Dervatives dndContinuation of

HedgeAccount n g 0
IFRIC2liLevi es O

-10-

Effective forannual periods
endingon or after Jne 30,
2009

July 1, 201Gand January 1,
2011, as appropriate

January 12013

July 1, 2010

July 1,2011

January 12013
January 12013

July 1,2011

January 12013
January 12013
January 12013
January 12013

January 12014
January 12013
July 1,2012

January 12012
Januay 1,2013
January 12013
January 12013
Januaryl, 2014

January 12013

July 1, 2014(Note 2)
July1,2014

Note 3

Note 3

January 1, 24
July 1, 2014

January 1, 2014
January 1, 2014

January 1, 2014
(Concluded)



Notel: Unlessstatedotherwise, the abovidew IFRSsare effective for annual periods beginning on
or after the respective effective dates.

Note2: The amendment to IFRS 2 appliessharebased payment transactions for which the grant
date is on or after Jull, 2014 the amendment to IFRS 3 appltesbusiness combinations for
which the acquisition date is on or after Ju\2014 the amendment to IFRS 13 is effective
immediately;the remaining amendments are effective for annual pebegisningon or after
July 1, 2014.

Note3: IASB tentatively decided that an entity should apply IFRS 9 for annual periods beginning on
or after January 1, 2018.

. Significantimpendingchangesri accounting policyhat wouldresulted fronadoption ofNew IFRSsin
issue but not yet effective

Except for thdollowing, theimpendinginitial application of the abovew IFRSs whenever applied,
wouldnothava ny mat er i al i mp amting palicies:t he Gr oupds acco

1) I FRS 9 AFinanci al I nstrument so

Recognition and measurement of financial assets

With regards to financial assets, all recognized financial assets that are within the scope of IAS 3¢
AFinanci al Il nstrument s: areduleseqoegtly measued at amordizedM e «
cost or fair value. Specifically, financial assets that are held within a business model whose
objective is to collect the contractual cash flows, and that have contractual cash flows that are solel
payments of pricipal and interest on the principal outstanding are generally measured at amortized
cost at the end of subsequent accounting periods. All other financial assets are measured at the
fair values at thend ofreportingperiod However, the Group may malanirrevocableelection

to present subsequent changes in the fair value of an equity investment (that is not held for trading
in other comprehensive income, with only dividend income generally recognized in profit or loss.

Recognition and measuremeihffinancial liabilities

As for financial liabilities, the main chang#s the classification and measuremealate to the
subsequent measuremaitfinancial liabilities designated as at fair value through profit or loss.
The amount of change in therfaalue ofsuchfinancial liability attributable to changes in the credit

risk of that liability is presented in other comprehensive incame the remaining amount of
change in the fair value of that liability is presented in profit or, laggess the @ognition of the

effects of changes in the liability's credit risk in other comprehensive income would create or
enlarge an accounting mismatch in profit or loss. Changes in fair value attributable to a financial
liability's credit risk are not subsequbnteclassified to profit or loss. If the above accounting
treatment would create or enlarge an accounting mismatch in profit or loss, the Group presents al
gains or losses on that liability in profit or loss.

2) New and revised standards consolidaton, joint arrangement, and associaed disclosure
a |l FRS 10 AConsolidated Financial Statement sc

I FRS 10 repl aces Il AS 27 ndConsolidated2 and
AConsol-SEdati ah Pur plbhesGouEcorsidetsiwbathid has control over

other entities for consolidation. The Groo@s control over an investdeand only ifit has )

power over the investe) exposureor rights, to variable returns from its involvement with the
investee andi) the ability to $e its powepver the investe® affectthe amount ofts returns.
Additional guidance has been included in IFRS 10 to explain when an investor has control over
an investee.

-11-



3)

4)

5)

6)

b) | FRS 12 fADisclosure of I nterests in Other E

IFRS 12 is a new disctore standard and is applicable to entities that have interests in
subsidiaries, joint arrangements, associates and/or unconsolidated structured efrities.
general, thedisclosure requirements ifFRS 12 are more extensivethan in the current
standards.

c) Revisont o | AS 28 Al nvestments in Associates an

Revised IAS 28 requireshena portion of an investmernih an associatmeets the criteria to be
classified as held for sale,atportionis classified as held for sale Any retainedportion that
has not been classified as held for sale is accounted for using the equity .metinoler
current IAS 28whena portion of an investmernih associateaneets the criteria to be classified
as held for salghe entire investment is classifiesl laeld for sale and ceases to apply the equity
method.

| FRS 13 AFair Value Measuremento

IFRS 13 establishes a single source of guidance for fair value measurements. It defines fair value
establishes a framework for measuring fair value, and reqgiedosures about fair value
measurements. The disclosure requirements in IFRS 13 are more extensive than those required
the current standards. For example, quantitative and qualitative disclosures based on-linesthree
fair value hierarchy currentlrequired for financial instrumentsly will be extended by IFRS 13 to
cover all assets and liabilities within its scope.

Amendments t o | ABemdof@GtlierGompeehensive Incoine o f

The amendments to IAS 1 require items of other cohgmsive income to be grouped into those
that (1) will not be reclassified subsequently to profit or loss; and (2) will be reclassified
subsequently to profit or loss when specific conditions are met. Income taxes on related items of
other comprehensive gome are grouped on the same basidnder current IAS 1there were no

such requirements.

Amendment s Reécoverdble BmoBnt Distlosures for NBimancialAs s et s 0

I n issuing |IFRS 13 dAFair Val ue Meas utsdomment 0O,
di sclosure requirements in | AS 36 fAl mpair men
every reporting period the recoverable amount of an asset or eachecashting unit. The
amendment clarifies thasuch disclosure ofrecoverald® amourd is required only when an
impairment loss has been recognized or revedsgthg the period Furthermore, thé&roup is
requiredto disclose the discount rate used in measurements of the recoverable amount based on fa
value less costs of dispdsaeasured using a present value technique.

New issued | FRIC 21 ALevieso

IFRIC 21 povides guidance on when to recagna liability for a levy imposed by a government
It addresses the accounting for a liability whose timing and amount is certiheaaccounting for
a provision whose timing or amount is not certaithe Group accrues related liability when the
transaction or activity that triggers the payment of the levy occurs. Therdfthe, obligating
event occurs over a period of tirfech asgeneration ofevenueover a period of time)he liability

is recognted progressively If an obligationto pay a lewyis triggeredupon reaching a minimum
threshold(such as aminimum amount of revenue or sales generatdm) liability is recogried
when that minimum threshold is reached.
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7) Annual Improvements to IFRS 20102012 Cycle

Several standards including IFRSi@hareBased Paymeat IFRS 3fiBusiness Combinationsand
IFRS 8fiOperating Segmernisvere amended ithis annual improvemen

TheamendedFRS 2changes he def i nitions of &évesting cond
definitions for 'performance condition' and 'service condition'. The amendmeniesltrdt a
performance target can be based on the operations (hermarket condition)of the Group or
another entity in the same group or the market price of the equity instrumethis Gfoup or
another entity in the same group (i.e. a market condition); that a performance target can relate eithe
to the performace of theGroupas a whole or to some part of it (e.g. a division); and that the period
for achieving a performance condition must not extend beyond the end of the related service period
In addition, a share market index targendt a performancecondtion because it not only reflects

the performance of th8roup but also of other entities outside Geup.

IFRS 3was amended talarify that contingent consideration should be measured at fair value,
irrespective of whether the contingent considerat®a financial instrument within the scope of
IFRS 9 or IAS 39. Changes in fair value should be recognized in profit or loss.

The amenddIFRS 8 requirean entity to disclose the judgments made by management in applying
the aggregation criteria to apéing segments, including a description of the operating segments
aggregated and the economic indicators assessed in determining whether the operating segmer
have o6similar economi c c¢ har aiesthatrairesondiliatien@te Tl
tot al of the reportable segmentsd assets toc
segment8assets are regularly provided to the chief operating deeaisaker.

IFRS 13was amended tdarify that the issuance of IFRS 13 did not remdwedbility to measure
shortterm receivables and payables with no stated interest rate at their invoice amounts without
discounting, if the effect of not discounting is immaterial.

IAS 24 was amended tolarify that a management entity providing key mamagnt personnel
services tathe Groupis a related party of th&roup Consequently, th&roup is required to
discloseas related party transactiotitee amounts incurred for the service paid or payable to the
management entity for the provision of key ragement personnel services. However, disclosure
of the components of such compensation is not required.

8) Annual Improvements to IFRS 20112013 Cycle

Several standardmcluding IFRS 3, IFRS 13 and IAS 4ihvestment Properfy were amended in
thisannual improvement

IFRS 3was amended tdarify that IFRS 3 does not apply to the accounting for the formation of all
types of joint arrangemesiin the financial statements of the joint arrangement itself.

The scopen IFRS 13of the portfolio excepodn for measuring the fair value of a group of financial
assets and financial liabilities on a net bamsamenedto clarify that it includes all contracts that
are within the scope of, and accounted for in accordance with, I1AS 39 or IFRS 9, eveseif tho
contracts do not meet the definitions of financial assets or financial liabilities within IAS 32.

c. The impact of the application of New IFRSs and Regulations Governing the Preparation of Financial
Reports by Securities Issuers (thiRegulations) in issue but not yet effective on the Gréap
consolidatedinancial statements.

As of the date that the consolidated financial statements were approved and authorized fdweissue, t

Group is continuingly assessing the possible impact that the applicatiba above New IFRSs will
have on the Group financial position and operating result, and will disclose the relevant impact when
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the assessment is completed

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
On May 14, 2009, the FSC announced firReamewak for the Adoption of IFRSs by Companies in the
ROCO In this framework starting 2013, companies with shares listed on the Taiwan Stock Exchange or
traded on the Taiwan GreTai Securities Market or Emerging Stock Market should prepare their
consolidatedfinancial statements in accordance with tRegulations Governing the Preparation of
Financial Reports by Securities Issyaasdthe IFRS, IAS|FRIC and SIC (théIFRS%) endorsed by the
FSC.
The Grouids consolidated financial statements for the yeated December 31, 2013 are its first IFRS
consolidated financial statements. The date of transitions to IFRSs was January 1, 2012. Refer to Not
34 for the impact of IFRS conversion on the Gisugnsolidated financial statements.
a. Statement of Coni@ance
The consolidated financial statements have been preparegtcordancewith the Regulations
Governing the Preparation of FinancRéports by Securities Issueemd IFRSsas endorsed by the
FSC.
b. Basis of Preparation
The consolidated financiadtatements have been prepared on the historical cost basis except for
financial instruments that are measured at fair valudistorical cost is generally based on the fair
value of the consideration given in exchangeafssets.
The openingonsolidatedalance sheets ofthe date of transition to IFRSgspreparedn accordance
with IFRS 1A F i-time Adoption of International Financial Reporting Standardhe applicable
IFRSs have been applied retrospectively by the Group except for some aspets-RE 1prohibits
retrospective applicatioar grants optional exemptions to this general principfor the exemptions
that the Group elected, refer to NG@
The significant accounting policies are set out as below.
c. Classificationof Currentand Norcurrent Assetsnd Liabilities
Current assets include:
1) Assets held primarily for the purpose of trading;
2) Assets expected to be realized within twelve months after the reporting period; and

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

Current liabilities include:
1) Liabilities held primarily for the purpose of trading;
2) Liabilities due to be settled within twelveonths after the reporting period; and

3) Liabilities for which the Group does not have an unconditional right to defer settlement for at least
twelve months after the reporting period.
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Assets and liabilities that are not classifisccarrent are cksified as nocurrent.

d. Basis of Consolidation

1) Principles for preparing consolidated financial statements

2)

The consolidated financial statements incorporate the financial statemehesQGxrporationand
theentities controlledy the Corporatiorfits subsidiaries).

When necessary, adjustments are made to the financial statements of subsidiaries to bring the
accountingpolicies into line with those used by the Corporation.

All intra-group transactions, balances, income and expenses are elihimfati on consolidation.

Attribution of total comprehensive income to roontrolling interests

Total comprehensive income of subsidiarieatisbutedto the owners of the Corporation and to the
non-controlling interests even if the results in themtontrolling interestswill have a deficit
balance.

Changes inth€orporatiod s owner ship interests in existin

Changes in th&roups ownership interests in subsidiaries that do not result irGiloeip losing
control over the subsidiageare accounted for as equity transactions. The carrying amounts of the
Grougs interests and the nesontrolling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference between the antyunwhich the
non-controlling interestsare adjustedand the fair value of the consideration paid or received is
recognized directly in equity and attributed to the owners oCtrporation

The subsidiaries in the consolidated financial statements
The detaikdinformation of the subsidiaries at the endtloé reporting period was as follows:

Percentage of Ownership

December 31, December 31, January 1,
Investor Investee Main Businesses 2013 2012 2012 Remark
The Corporton Wah Lee Holding Ltd. International 100.00 100.00 100.00 Established in
investment BVI
Raycongindustrial (H.K.)Ltd. Trading business of 53.69 53.69 53.69 Established in
(Raycong) engineering plastic, Hong Kong
composite material
and equipment
Wah Lee Japan Corp. (Wah Lee  Trading business of 83.33 83.33 83.33 Established in
Japan) glass fiber, Japan
electronicequipmen
opticalmachinery
etc.
Wah Lee Korea Ltd. Trading business of 94.87 94.87 96.10 Established in
(Wah Lee Korea) glass fiber, Korea
electronicequpment
opticalmachinery
etc.
Skypower Ltd. (Skypower) Trading business of 70.00 69.77 - Established in
solarenergy Japan in Augus
materials and 2012
equipment
Wah Lee Holding-td. SHC Holding Ltd. International 100.00 100.00 100.00 Established in
investment Mauritius
Global SYK Holding Ltd. International 100.00 100.00 100.00 Established in
investment Mauritius
Wah Lee Tech (Singapore) Pte. Lt Agency of 100.00 100.00 100.00 Established in
(Wah Lee Tech) semiconducto Singapore
materials and
equipment
(Continued)
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Percentage of Ownership

December 31, December 31, January 1,
Investor Investee Main Businesses 2013 2012 2012 Remark
Wah Lee Maching/ Trading Limitec International trading 100.00 100.00 100.00 Established in
BVI
Rayconglndustrial (H.K.)Ltd. Trading business of 46.31 46.31 46.31 Established in
(Raycong) engineering plastic, Hong Kong
composite materials
and equipment
RayconglIndustrial (H.K.) Ltd. Dong Guan Hua Gang Internationi Trading business of 100.00 100.00 100.00 Established in
(Raycong Trading Co., Ltd. (Dong Guan H  industrial materials Dong Guan
Gang) and equipment
ShanghaiYikang Chemicals and International trading ¢ 70.00 70.00 70.00 Established in
Indugries Co., Ltd. (Banghai industrial materials Shang hai
Yikang)
Nilee Optronics, Ltd. Cutting and trading of - - 100.00 Note
polyester film
(Concluded)

Note: The dissolution and ligdation ofNilee OptronicsLtd. had been approved in theard of
director® meeting in May 2009 and the liquidation was fully completed in August 2012
(Refer to Note 6)

e. ForeignCurrencies

In preparing the financial statements of each individwalip entity, transactions in currencies other
t han t h dunctiomat dureypcy $foreign currencies) are recogdi at the rates of exchange
prevailing at the dates of the transactions.

At the end of each reporting periadonetary items denominated foreign currencies are retranslated
at the rateprevailing at that date. Exchange differences on monetary items arising from settlement or
translation are recognized in profit or loss in the period in which they arise.

Norn-monetary itemsneasuredht fair value that are denominated in foreign currencies are retranslated
at the rates prevailing at the date when the fair value was determiirchange differences arising on
theretranslation of normonetary items are included in profit or loss for pleeiod except for exchange
differences arising from thetranslation of normonetary items in respect of which gains and losses are
recognized directly in other comprehensive income, in which case, the exchange differences are als
recognized directly imther comprehensive income.

Non-monetary items that are measured in termshisforical cost in a foreign currency are not
retranslated.

For the purpose of presentingnsolidated financiadtatements, the assets and liabilities ofGneups
foreign operations(including of the subsidiari@ésand associatésoperations in other countries or
currencies used are different with the Corporatiarg translated inttNew Taiwan dollarsusing
exchange rates prevailing the end ofeachreporting periodincome and expenséems are translated
at the average exchange rates for the periékchange differences arisirage recognzed in other
comprehensive income (attributed ttee owners of the Corporation amén-controlling interests as
appropriate).

f. Inventories

Inventoriesare stated at the lower of cost or net realizable value. Inventory-deites are made
item by item. Net realizable value is the estimated selling price of inventories lesgpaihses
necessary to make the sald&xcept that Wat.ee Japan, Wah Lee Tech and Wah Lee Korea used the
weightedaverage cost methodyvientories are recorded standard cost and adjusted to approximate
weightedaverage cost on the balance sheet date.
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g.

Investment inAssociates

An associate is an entityver which theGrouphas significant influence and that is neither a subsidiary
nor an interest in a joint venture.

The results and assets and liabilities of associates are incorporated ircdhsskdated financial
statements using the equity methddaccounting. Under the equity method, an investment in an
associate is initially recognized at cost and adjusted thereafter to recogniZeothgs share of the
profit or loss and other comprehensive income of the associate.Grbhpalso recognize the change

in the Grougs share of equity of associates attributable to the Group

When theGroupsubscribe for additionalnew sharesof the associatat a percentage different froibs
existing ownership percentage, the resulting carrying amount afithstiment differs from the amount

of the Groups proportionate interest in the associate. Tm@up record such a difference as an
adjustment to investments with the corresponding amount charged ecrtedcapital surpludf the
Groups ownership iterest is reduced due tioe additionakubscription othe new shares @fssociate,

the proportionate amount of the gains or losses previously recognized in other comprehensive income i
relation to that associate is reclassified to profit or loss orsdahee basis as would be required if the
investee had directly disposed of the related assets or liabiliNgeen the adjustment should be
debited to capital surplus, but the capital surplus recognized from investments accouhtedsiag

equity methods insufficient, the shortage is debited to retained earnings.

When the Groupds share of | osses of an associ
includes any carrying amount of the investment accounted for by the equity methoohgiterrh
interests that, in substance, fam a r t of the Groupds net i nvest

discontinues recognizing its share of further losses. Additional losses and liabilities are recognized
only to the extent that the Group has imedrlegal obligations, or constructive obligations, or made
payments on behalf of that associate.

Any excess of the cost of acquisition over tBwups share of the net fair value of the identifiable
assetsand liabilities of an associate recognized ke tdate of acquisition is recognized as goodwill,
which is included within the carrying amount of the investna is not amortized Any excess of
the Grougs share of the net fair value of the identifiable asseid liabilities over the cost of
acquistion, after reassessment, is recognized immediately in profit or loss.

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

Whenthe Grouptransacs with its associate, pfits and losses resulting from the transactions with the
associate are recognized in tBeouEs consolidated financiatatements only to the extent of interests
in the associate that are not related toGheup

Property, Plant, and Equipment

Property, plant and equipment are stated at cost, tessgnizedaccumulated depreciation and
recognizechccumulatedmpairment loss.

Properties in the course of construction for production, supply or administrative purposes are carried a
cost, less any oegnized impairment loss. Cost includes professional fees and borrowing costs
eligible for capitalization. Such properties are depreciated and classified to the appropriate categorie
of property, plant and equipment when comgiieand ready for intendecse.

Freehold land is not depreciated
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Depreciation igecognizedusing the straighine method. The estimated useful lives, residual values
and depreciation methodre reviewed at the end of each reporting period, with the effect of any
changes ingimate accounted for on a prospective basis.

Any gain or loss arising on disposal or retirement of an item of property, plant and equipment is
determined as the difference between the sales proceeds and the carrying amount of the asset anc
recognizedn profit or loss.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date o
acquisition of the business less accumulated impairment loss.

For the purpose of impairment testing, goodwill is allocate@dch of theGroups cashgenerating
units thatareexpected to benefit from the synergies of the combination.

A cashgenerating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is an indicatidrat the unit may be impairgdy comparing its carrying amount,
including the attribuigd goodwill, with its recoverable amount. However, if the goodwill allocated to a
cashgenerating unit was acquired in a business combination during the current asmal that unit

shall be tested for impairment before the end of the current annual pelfitkde recoverable amount

of the caskgenerating unit is less than its carrying amount, the impairment loss is allocated first to
reduce the carrying amount ofyagoodwill allocated to the unit and then to the other assets of the unit
pro rata based on the carrying amount of each asset in the unit. Any impairmeritdosswill is
recognized directly in profit or loss. An impairment loss recogn@edoodwill is not reversed in
subsequent periods.

If goodwill has been allocated to a cagmerating unit and the entity disposes of an operation within
that unit, the goodwill associated with the operation disposed of is included in the carrying amount of
the opeation when determining the gain or loss on disposal, and is measured on the basis of the relativ
values of the operation disposed of and the portion of thegeastrating unit retained.

Intangible Assets

Intangble assetgcomputer softwareyvith finite useful lives that are acquired separately are initially
measured at cost and subsequently measured at cost less accumulated amortization and accumula
impairment loss. Amortization is recognized on a strdiglkt basis over their estimated usefués.

The estimated useful life, residual value, and amortization method are reviewed at the end of eacl
reporting period, with the effect of any changes in estimate being accounted for on a prospective basis
The residual value of an intangible asséh a finite useful life shall be assumed to be zero unless the
Group expects to dispose of the intangible asset before the end of its economic life.

Gain or bss from derecognition of an intangible adsaheasured as the difference between the net
disposal proceeds and the carrying amount of the asskeecognized in profit or loss when the asset is
derecognized.

Impairment of Tangibleand IntangibleAssetsOther than Goodwill

At the end of each reporting perjdde Groupreviews the carrying emounts of tangibl@and intangible
assetsexcluding goodwillto determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication existshe recoverable amount of the asset is estimated in
order to detemine the extent of the impairment loss. When itn@ possible to estimate the
recoverable amount of an individual asset, tBoup estimats the recoverable amount of the
cashgenerating unit to which the asset belongSorporate assets are allocatixlthe individual
cashgenerating uniten a reasonable and consistent basis of allocation
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Recoverable amount is the higher of fair value less costs to sell and value irfuke.recoverable
amount of an asset or caghnerating unit is estimated be less than its carrying amount, tiarying
amount of the asset or cagbnerating unit is reduced to its recoverable amount.

When an impairment loss subsequeilyeversé, the carrying amount of the asset or egsherating
unit is increasetb the revised estimate of its recoverable amountphiy to the extent ofhe carrying

amountthat would have been determined had no impairment loss been mbgnithe asset or
cashgenerating uniin prior years. A reversal of an impairment loss isogaized immediately in
profit or loss

Financiallnstrumeng

Financial assets and financial liabilities are recognized veh&roup entitypbecoms a party to the
contractual provisions dhe instruments.

Financial assets and financial liabilitiase initially measured at fair value. Transaction costs that are
directly attributable tadhe acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at faalue through profit or loss)rea added to or deducted
from the fair value of the financial assets or financial liabilitiesa@®opriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or fineigiles at fair
value though profit or loss are recognized immediately in profit or loss.

1) Financial assets

All regular way purchases or sales of financial assets are recognized and derecognized on a trac
date basis.

a) Measurement category

Financial assets are classifigito the following categories: Financial assets at fair value
through profit or loss, availabler-sale financial assetad loans and receivables

i. Financial assets at fair value through profit or loss

Financial assets at fair value through profitlass held by the Group are financial assets
held for trading.

Financial assets at fair value through profit or loss are stated at fair value, with any gains or
losses arising on remeasurement recognized in profiogs. The net gain or loss
recognizel in profit or lossdoes not incorporate any dividend or interest earned on the
financial asset.

ii. Available-for-sale financiahssets

Availablefor-sale financial assets are nderivatives that are either desighated as
availablefor-sale or are notlassified as loans and receivablesid-to-maturity investments
or financial assets &ir value through profit or loss

Availablefor-sale financial assets are measured at fair value.ividédhds on
availablefor-sale equity investments are recognizegrofit or loss. Other changes in the
carrying amount of availabl®r-sale financial assets are recognized in other comprehensive
income andwill be reclassified to profit or loss whehe investment is disposed of or is
determined to be impaired.
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Dividends on availabléor-sale equity instruments are recognized in profit or loss when the
Grous right to receive the dividends is established.

iii. Loans and receivables

Loans and receivables (including cash and cash equivaleels and accounts reeable,
other receivablegefundable deposits and other financial a3sets measured at amortized
cost using the effective interest method, less any impairment, except forteshort
receivables when the effect of discounting is immaterial.

Cash equivient includes time deposits with original maturities within three months from the
date of acquisition, highly liquid, readily convertible to a known amount of cash and subject
to an insignificant risk of changes in value. These cash equivalents areohetue f
purpose of meeting sheterm cash commitments.

b) Impairment of financial assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicator
of impairment atthe end of each reporting periodFinancial asets are considered to be
impaired when there is objective evidence that, as a result of one or more eventsuhatd

after the initial recognition of the financial asset, the estimated future cash flows of the
investment have beaifected.

Forfinancial assets carried at amortized cgsich as accounts receivabled other receivables
assets are assessed for impairment on a collective dasisif they were assessed not to be
impaired individually. Obijective evidence of impairment for a portfoliaeceivablesould
include theGroups past experience of collecting payments, an increase in the number of
delayed payments in thgortfolio past the average credit period, as well as observable changes
in national or local economic conditiotigat corelate with default on receivables.

For financial assets carried at amzet cost, the amount of the impairment loss reaaghis
the difference between ttes set 6 s carrying amount and the
cash flows, discounted atthei nanci al aeffective intérestrate. i gi nal

For financial assets measured at amedicost, if, in a subsequent period, the amount of the
impairment loss decreasasd the decrease can be related objectively to an event occurring after
the impaiment was recogméd, the previouslyecognked impairment loss is reversed through
profit or loss to the extent that the carrying amount of the investmém diate the impairment

is reversed does not exceed what the amamttcost would have been haa timpairment not

been recogmzid.

For availablefor-sale equity investments, a significant or prolonged decline in the fair value of
the security below its cost is consideredhéoobjective evidence of impairment.

For all other financial assets,bjective evidence of impairment could includggnificant
financial difficulty of the issuer or counterparty, breach of contract, such as a default or
delinquency in interest or principal payments, it is becoming probable that the borrower will
enter bankruptcyr financial reorganization, or the disappearance of an active market for that
financial asset because of financial difficulties.

When an availablor-sale financial asset is considered to be impaired, cumulative gains or
losses previously recogrid inothercomprehensive income are reclassified to profit or loss in
the period.

In respect of availabléor-sale equity securities, impairment loss previously re@eghin profit
or lossis not reversed through profidr loss. Any increase in fair valueufsequent to an
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2)

3)

4)

impairment loss is recograd in other comprehensive income. In respect of avaifablgale
debt securities, impairment losssubsequently reversed through profit or loss if an increase in
the fair value of the investment can be ohjedy related toan event occurring after the
recognition of the impairment loss.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with thexception ofaccountgeceivable, where the carryimgnount is reduced
through the use of an allowance account.When accounts receivable are considered
uncollectible, the amount is written off against the allowance account. Subsequent recoveries
of amounts previously written off are credited against tlmwvance account. Changes in the
carrying amount of the allowance account are recognized in profit or loss except for
uncollectible accounts receivables that are written off against the allowance account.

c) Derecognition of financial assets
The Group derecognize a financial asset only when the contractual rights to the cash flows
from the asset expire, or whéntransfes the financial asset and substantially all the risks and
rewards of ownership of the asset to another party.
On derecognitionof 8 i nanci al asset in its entirety,
amount and the sum of tleonsideration received and receivable and the cumulative gain or
loss that had been recoged in other comprehensiugcomeis recognied in profit or bss.

Equity instruments

Equity instruments issued sy Group entityare recogrded at the proceeds received, net of direct
iSsue costs.

Repurchase of th&roup own equity instruments is recognizéd and deducted directlfrom

equity. No gain ordss is recognized in profit or loss on the purchase, sale, issue or cancellation of
the Groupls own equity instruments.

Financial liabilities

a) Subsequent measurement

Except thdinancial liabilities at fair value through profit or losd| the financial liabilitiesare
measured at amozgd cost using the effective interest method

Financial lidilities at fair value through profit or loss held by the Group were financial
liabilities held for trading.

Financial liabilities afair value through mfit or lossare stated at fair value, with any gains or
losses arising on remeasurement recaaghin profitor loss. Fair value is determined in the
manner described in No&.

b) Derecognition of financial liabilities
The difference between the pang amount of the derecognized financial liability and the
consideration paid, including any noash assets transferred or liabilities assumed, is
recognized in profit or loss.

Derivative financial instruments

The Group enteg into a variety of devative financial instruments to manage exposure to foreign
exchange rate and intereate risksincludingcross currency swaps
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Derivatives are initially recogmed at fair value at the date the derivative contracts are entered into
and are subsequepnttemeasured to their fair value tite end of each reporting periodThe
resulting gain or loss is recoged in profit or lossmmediately When the fair valuef derivative
financial instrumentss positive, the derivative is recognized as a finanagdet; when the fair
value of derivative financial instrumentis negative, the derivative is recognized as a financial
liability.

Derivatives embedded in naterivative host contracts are treated as separate derivatives when they
meet the definition o& derivative, their risks and characteristics are not closely related to those of
the host contracts and the contracts are not measured\atltes through profit or loss.
m. Provisions

The provisions include reserve for sales allowance and othetdongemployee benefits.

Provisions are measuredthe best estimate of the consideration required to settle the present obligation

at theend of the reporting peripdaking into account the risks and uncertainties surrounding the

obligation.

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

Other longterm employee benefits are accounted for in the same way as the accounting required for
postempdoyment benefits except that all past service cost and actuarial gains and losses are recognize
immediately.

n. Revenue Recognition
Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduct
for estimateccusbmer returns, rebates and other similar allowanc8sles returns anecognized at
the time of sale provided the seller can reliably estimate fuiitensbased on previous experience
andother relevant factors.
1) Sale of goods

Revenue from the sal#f goods is recognized when the goods are delivered and titles have passed,
at which time all the following conditions are satisfied:

a) The Group hadransferred to the buyer the significant risks and rewards of ownership of the
goods;

b) The Grouprefains neither continuing managerial involvement to the degree usually associated
with ownership nor effective control over the goods sold;

c) The amount of revenue can be measured reliably;

d) It is probable that the economic benefits associated wittraheaction will flow to the Group;
and

e) The costs incurred or to be incurred in respect of the transaction can be measured reliably.
2) Rendering of services

Commission revenues are recognized when goods are shipped to customers, according to th
cortracted percentage.
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Other service income is recognized when services are provided.
3) Dividend and interest income

Dividend income from investments is recogniz
has been established provided that frisbable that the economic benefits will flow to tABeoup
and the amount of income can be measured reliably.

Interest income from a financial asset is recognized when it is probable that the economic benefits
will flow to the Groupand the amount of incoe can be measured reliably. Interest income is
accrued on a time basis, by reference to the principal outstanding andagipticableeffective
interest rate.

0. Leasing

Leases are classified as finance leases whenever the terms of the leasestrasisfatially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

As lessor, the Group recognizes rental income from operating lease on a-fitraidfatsis over the
term of the relevant lease.

As lessee, the Group recognizes rental expense for operating lease on alstealifidis over the lease
term.

p. Retirement Benefit Costs

Payments to defined contribution retirement benefit plans are recognized as an expense whe
employees have renderservice entitling them to the contributions.

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the
Projected Unit CrediMethod All actuarial gains and losses on the defined benefit obligaien
recognizd immediately in other comprehensive incomBast service cost is recognized immediately

to the extent that the benefits are already vested, and othenaiseliszed on a straigtihe basis over

the average period until the benefits become vested.

The retirement benefit obligation recognized in the consolidataince sheetepresents the present
value of the defined benefit obligation adjusted founrecognized paservice cost, and as reduced by
the fair value of plan assets. Any asset rasglifrom this calculation is limited tthe unrecognized
past service costJys the present value of available refunds and reductions in fdntebutions to the
plan.

Curtailment or settlement gains or losses on the defined benefit apéamecognizedvhen the
curtailment or settlement occurs.

g. Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
1) Current tax

According to thdncomeTax Law, an additional tax at 10% of unappropriated earnings is provided
for as income tax in the year the shareholders approve to retain the earnings

Adjustments of prior yearso6 tax I|iabilities
provision.
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2) Deferred tax

Deferred tax is recognized on temporary diffeenbetween the carrying amounts of assets and
liabilities in the consolidated financiastatements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally recognized for all taxable
temporary diffeences. Deferred tax assets are generally recognized for all deductible temporary
differencesandunused lossarryforwardto the extent that it is probable that taxable profits will be
available against which those deductible tempor#fgrdnces can batilized. Such deferred tax
assets and liabilities are not recognized if the temporary difference arises from goodwill or from the
initial recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects mieer the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments
in subsidiaries and associates, except where the Geoaple to control the reversal of the
temporay difference and it is probable that the temporary difference will not reverse in the
foreseeable future.Deferred tax assets arising from deductible temporary differences associated
with such investments and interests are only recognized to the éweiit is probable that there

will be sufficient taxable profits against which wtilize the benefits of the temporary differences

and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewdteatd of each reporting perioand
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the asset t@lvecovered. A previously unrecognized deferred tax assetiso
reviewed at the end of each reporting periodnd recognized to theextent that it has become
probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expecteditotia@ply
period in which the liability is settled or the asset zealj based on tax ratead tax lawghat have
been enaed orsubstantivelyenacted bythe end of each reporting periodThe measurement of
deferred tax liabilities and assets reflects thx consequences that would follow from the manner
in which theGroup exped atthe end of each reporting perjo recover or settle the carrying
amount of its assets and liabilities.

3) Current and deferred tax for thiear

Currentand deferred taare recognized in profit or loss, except when they relate to items that are
recognized in other comprehensive income or directly in equity, in which case, the taxiaemd
deferred tax are also recognized in other comprehensive income or direcfilytynrespectively.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of th&roups accounting policies, management is required to make judgments, estimates
and assumptions about the carrying amounts otsaase liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience and other fac
that are considered to be relevant. Actual results may differ from these estimates.

The esimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognized in the period in which the estimate is revised if the revision affects only that periol
or in the period of the revision and future pdddf the revision affects both current and future periods.
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a. Estimated impairment @fccountgeceivable

When there is objective evidence of impairment loss@tmiptakes into consideration the estimation

of future cash flows. The amount of theparment loss is measured as the difference between the
assetdbs carrying amount and the present value
|l osses that have not been incurred) di stcateunt e
Where the actual future cash flows are less than expected, a material impairment loss maytaise.
carrying value of the accounts receivable and the movements of the allowance for doubtful accounts ar
disclosed in Note 10.

b. Fair value of fhnancial instruments

As described inNote 27, the Groupg®s management uses its judgment in selecting an appropriate
valuation technique for financial instruments that do not have quoted market price in an active market.
Valuation techniques commonly useg market practitioners are applied. For derivative financial
instruments, assumptiorsre based on quoted market rates adjusted for specific features of the
instruments. The measurement for the fair value of unlisted equity investnirecitedlesassumptias

not based ombservablemarket price or rates. As of December 31, 2013, December 31, 2012, and
January 1, 2012, the carrying amount of these equity instruments was $170,007 thousand, $135,7C
thousand, and $195,000 thousand respectively. Note 27dpsodetail information about the key
assumptions used in the determination of fair value of financial instruments. The &Sroup
management believes that the chosen valuation techniques and assumptions used are appropriate
determining the fair value ofrfancial instruments.

c. Useful lives of property, plant and equipment

As described in Note 4. h., the Group reviews the estimated useful lives of property, plant and
equipment at each balance sheet date.

d. Recognition and measurementdefined benefiplans

Accrued pension liabilities and the resulting pension expense under defined benefit pension plans ar
calculatedusing Projected Unit Credit Method. Actuarial assumptions comprise the discount rate, rate
of employee turnover, and losigrm average future salary increase. Changes in economic
circumstances and market conditions will affect these assumptions and may have a material impact o
the amount of the expense and the liability.

6. DISCONTINUED OPERATIONS

To simplify the Group structurehe dissolution and liquidation dfilee OptronicsLtd. had been approved
in theboard of directorsneeting in May 2009 and the liquidation was fully completed in August 2012.

The profit and losand cash flovof discontinued operationereas follows:

For the Year
Ended
December31,
2012

Profit and loss ofliscontinuedperation
Revenuesindgains $ -
Cossand expenses -

Net income of discontinued operation $ -
(Continued)
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For the Year

Ended
December31,
2012
Cash flow of discontinued operation
Net caslflow of operating activities $ -
Net casHlow of investing activities -
Net casHlow of financing activities (4,149
Effects of exchange rate (85
Net decreasi cash flow $ (4,230
. CASH AND CASH EQUIVALENTS
December 31, December 31, January 1,
2013 2012 2012
Cash on hand $ 2,081 $ 8,144 $ 32,927
Demand deposits 1,170,143 1,159,565 1,054,810
Checking accounts 22,455 12,163 38,156
Cash equivalents
Time deposits with originahaturitiesless thar
three months 1,789,914 396,524 194,942
$ 2,984,593 $ 1,576,396 1,320,835

Theranges ofmarketinterestrates of time depositat each balance sheet date wasdollows:

December 31, December 31, January 1,
2013 2012 2012
Time deposits (%) 0.436.9 1.3535 1.1-1.49

Cash equivalents are financial assets (including time deposits) that have ayroatimite months or less
from the date of acquisition, readily convertible to a known amount of cash, and subject to an insignificant
risk of change in value; these are held for the purpose of meetingestmrtash commitments.

Time deposits with origial maturitiesof more than three monthgerereclassified as other financial assets
(refer to Note 12).

. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

December 31, December 31, January 1,
2013 2012 2012
Financial assets hefor trading
Derivative financial assets
Convertible bonds $ - $ 93,285 $ 101,405
(Continued)
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December 31, December 31, January 1,
2013 2012 2012
Current $ - $ - $ 10,055
Noncurrent - 93,285 91,350
$ - $ 93,285 $ 101,405
Financial liabilities held for trading
Derivative financial liabilitiegnot under hedge
accounting
Crosscurrency swap contracts $ - $ - $ 249
(Concluded)

The subsidiary companyRaycongentered into crossurrency swap contracts to manage exposures due to
exchange rate and interest rate fluctuations of foreign currency denominated assets and liabilities
However, those contracts did not meet thiteda of hedge effectiveness and therefore were not accounted
for by using hedge accountingThe crosscurrency swap contracts were consequenthssified as
financial assets held for trading.

As of DecembeB31, 2012the crosscurrency swap contracegere all settled or closed.
As of January 1, 2012, the outstanding ctmssency swap contraivere as follows:
Interest Rates Receive

Notional Amounts (In Interest Rates Paid

Thousandg Maturity Date (%) (%)
USD150/RMB949 2012.01.20 1.45 2.30
USD150/RMB946 2012.02.10 1.45 2.50
USD150/RMB941 2012.02.21 1.45 2.60
USD150/RMB938 2012.04.11 1.45 2.45
USD150/RMB939 2012.04.13 1.45 2.50
USD150/RMB936 2012.04.20 1.45 2.50
USD130/RMB808 2012.04.27 1.45 2.50

The net gairor loss from financial instruments at fair value through profit or loss was disclosed in Note 22.

9. AVAILABLE -FOR-SALE FINANCIAL ASSETS

December 31, December 31, January 1,

2013 2012 2012

Domestic investments
Quoted shars $ 274,711 $ 89,368 $ 83,643
Emerging market shares 9,744 233,646 -
Unquoted shares 79,352 62,115 111,155
Mutual funds 108,718 112,323 296,999
472,525 497,452 491,797
(Continued
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10.

December31, December 31, January 1,
2013 2012 2012
Foreign investments
Quoted shares $ 46,242 $ 44,109 $ 44,372
Unquoted shares 80,911 73,585 83,845
127,153 117,694 128,217
$ 599,678 $ 615,146 $ 620,014
Current $ 354,353 $ 162,914 $ 348,591
Noncurrent 245,325 452,232 271,423
$ 599,678 $ 615,146 $ 620,014
(Concluded)
NOTES AND ACCOUNTS RECEIVABLE, NET
December 31, Decenber 31, January 1,
2013 2012 2012
Notes receivableoperating $ 1,009,772 $ 753,999 $ 616,827
Accounts receivable
unrelated parties
Accounts receivable $ 8,442,355 $ 7,789,709 $ 7,180,017
Less: Allowance fodoubtfulaccounts 39,890 49,767 44,809
8,402,465 7,739,942 7,135,208
Accounts receivablerelated parties 60,485 65,878 49,141
$ 8,462,950 $ 7,805,820 7,184,349

The average credit pedod sales of goodsvas 30-150 days. In determining the recoverability of
accountgeceivable, th&roupconsideedany change in the credit quality of thecountgeceivable since

the date credit was initially granted #ach balance sheet datéThe Group assessed thaccounts
receivable that were past due and recognizkowance for impairment lossbased on estimated
irrecoverable amounts determined by reference to past default experience of the counterparties and :
analysis of their current finandiposition.

The Group periodically reviewed the customei credit limits. The notes receivablend accounts
receivable that were neithpastdue nor impaired had good creslitores according faternalcredit review
system

The concentration of credisk was limited due to the fact that the customer basdange

Accounts receivablbalance (see below for aged analysis) tadre past duatthe end of reporting period
but not provided withallowance for impament because there had not beergaificant change in credit
guality and the amounts were still considered recoverable $46&215thousand$365,986thousand and
$344,686thousand as ddecember 312013, December 31, 2012, and January 1, 2012, respectiviéig.
Groupdid not hold anycollateral over these balancasd did nothave a legal right to offset against any
amounts owed by th&roupto the counterparty.
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11

Age analysisof receivables thawere past due but not impairedhs as follows

December 31, December 31, January 1,

2013 2012 2012
Less thar®0 days $ 217,704 $ 91,020 $ 107,148
91-150 days 63,813 175,581 143,847
151-180days 31,177 31,454 46,456
Over181ldays 90,521 67,931 47,235
$ 403,215 $ 365,86 $ 344,686

Above analysis was based on the invoice date.
Movementf the allowancdor impairment loss recognized aacounts receivableere as follows:

For the Year Ended December 31

2013 2012
Balance, beginning ofear $ 49,767 $ 44,809
Add: Impairmentossprovision 16,911 28,706
Less: Amount written off during theearas uncollectible (28,727 (22,742
Foreign exchange translation Idgsin) 1,939 (1,006
Balance, end ojear $ 39890 $ 49,767
Age ofindividually impairedaccounts receivableas as follovs
December 31, December 31, January 1,
2013 2012 2012
Less thar®0 days $ 9,885 $ 414 $ 4,682
91-150 days 12,330 6,959 21,413
151-180days 22,555 9,203 9,043
Over18ldays 84,050 76,424 56,202
$ 128,820 $ 93,000 $ 91,340
Above analysis was based on timenice date.
INVENTORIES
December 31, December 31, January 1,
2013 2012 2012
Merchandise $ 2,883,092 $ 2,510,891 $ 3,133,093
Merchandise in transit 198,220 138,679 95,564
$ 3,081,312 $ 2,649,570 $ 3,228,657

As of December 312013, December 31, 2012 and January 1, 2@H&allowancdor devaluatiordeducted
from the carrying value of inventomyas $182,315thousand, $186,755 thsand and $328,712 thousand,
respectively
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The cost of inventories recognized as cost of goods sold in the years ended December 31, 2013 and 20
was $31,28,906 thousand and $28,667,865 thousand, respectively, imbladed the following items:

For the Year Ended December 3:

2013 2012
Reversal of loss on inventories $ (7,540 $ (138,880
Loss (gain) on physical inventories 267 3
Loss on disposal of inventories 31,252 21,717

$ 23,979 $ (117,166

. OTHER FINANCIAL ASSETS - CURRENT

December 31, December 31, January 1,
2013 2012 2012
Time deposits with original maturitporethan
three months $ 932,945 $ 1,680,295 $ 791,176
Annual interest rate (%) 1.3455 2.85 3-6.5

. INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD

December 31, December 31, January 1,
Investments in Associates 2013 2012 2012
Listed compaies
Chang Wah Electromaterials Inc. $ 1,302,027 $ 1,160,088 $ 839,910
Wah Hong Industrial Corp. 1,222,609 976,398 976,747
Unlisted companies
Nagase Wahlee Plastics Corp. 669,976 646,623 659,429
Orc Technology Corp. 188,617 178,681 173,646
Shanghai Hua Chang Trading Co., Ltd. 508,560 454,181 438,457
Shanghai Chang Hua Corp. 115,894 95,264 84,213

4,007,683 $ 3,511235 $ 3,172,802

At the end of the reporting perioithe proportiors of ownership and voting rights in assocseld by the
Groupwere as follows:

December 31, December 31, January 1,
2013 2012 2012
Chang WalElectromateriald$nc. 27.6%% 28.04% 3007%
Wah Hong Industrial Corp. 25.960 24.44% 24.32%
Nagase Wahlee Plastic Corp. 40.000 40.00% 40.00%
Orc Technology Corp. 35.000 35.00% 35.00%
Shanghai Hua Chang Trading Co., Ltd. 30.00% 30.00% 30.00%
Shanghai Chang Hua Corp. 30.63% 30.63% 30.63%
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Investments in pblicly tradedshares that araccounted for using the equity method were priced based on
the closing price of thosgharesat the balance sheet dateThe investmentaeresummarizeds follows:

December 31, December31, January 1,
2013 2012 2012
Chang WalElectromaterial$nc. $ 1,888,866 $ 1,861,863 $ 1,108,711
Wah Hong Industrial Corp. 787,976 895,280 785,428

$ 2,676,842 $ 2,757,143 $ 1,894,139

Brief descriptions ofthe movements of longrm investments were as follows:

a. In May 1989, the Corporation invested in Chang Wah Electromaterials Inc., which is engaged in the
agency of materials and equipment for IC packaging. In NovembeB, 2Chang Wah
Electromaterialsinc. conducted equity offering to raise85p,000 thousand and the Corporation
non-proratasubscribed $8,518thousand of that amount.The Corporatiofs cumulative investments
in Chang Wah Electromaterials Inc. amounted 481$338thousandand the perceage of ownership
decreased to 27.69%6s ofDecember 312013.

b. In June 1990, the Corporation invested in Wah Hong Industrial Catgich is engaged in the
manufacture of LCD, BMC materials and finished goods March 2013, Wah Hong Industrial Corp.
conducted equityoffering to raise $600,000 thousand and the Corporation subscribed $207,633
thousand of that amount. Theercentageof ownership increased to 25.96%. The Corporétion
cumulative investments in Wah Hong Industarp.amounted to $93924 thousand as @ecember
31, 2013.

Financial summary of th&roups associatesasas follows:

December 31, December 31, January 1,
2013 2012 2012
Total assets $ 31,330,582 $ 29,351,914 $ 26,273,912
Total liabilities $ 16,773067 $ 16,922,080 $ 15,396,003
For the Year Ended December 3.
2013 2012
Operating revenue $ 41,787,556 $ 41,250,697
Net profit $ 1,050,552 $ 1,465,787
Other comprehensive income $ 182871 $ 64,307
14. PROPERTY, PLANT AND EQUIPMENT
For the year ended December 3012
Office and
Machinery and  Transportation  Miscellaneous Leasehold Construction
Freehold Land Buildings Equipment Equipment Equipment Improvements in progress Total
Cost
Balance atlanuary 1, 2012 $ 429,363 $ 538,292 $ 682 $ 85,415 $ 367,668 $ 59,013 $ - $ 1,480,433
Additions 30,612 1,030 1,649 967 7,597 192 33,973 76,020
Disposals - - 6,177 (3,563 (4,059 - (13,799
Effect of foreign currency exchange
differences - (7,732 4 (682) (1,241 (482) - (10,133
Balance aDecember 312012 $ 459,975 $ 531,590 $ 2335 $ 79,523 $ 370,461 $ 54,664 $ 33973 $ 1,532,521
(Continued)
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Office and

Machinery and Transportation  Miscellaneous Leasehold Construction
Freehold Land Buildings Equipment Equipment Equipment Imp rovements in progress Total
Accumulated depreciation

Balance atlanuary 1, 2012 $ - $ 129,913 $ 596 $ 63,182 $ 216,997 $ 51,764 $ - $ 462,452
Disposals - - - (5,407 (2,887 (1,264) - (9,558
Depreciation expense - 15,929 46 8,108 47,675 2,614 - 74,372
Effect of foreign currency exchange

differences - (1557 (7) (439) (1.047) (294) - (3.344)
Balance aDecember 312012 $ - $ 144,285 $ 635 $ 65,444 $ 260,738 $ 52,820 $ - $ 523,922
Carrying amounts atanuary 1, 202 $ 429,363 $ 408,379 $ 86 $ 22,233 $ 150,671 $ 7,249 $ - $ 1,017,981
Carrying amounts dbecember 312012 $ 459,975 $ 387,305 $ 1,700 $ 14,079 $ 109,723 $ 1,844 $ 33,973 $ 1,008,599

(Concluded)
For the year ended December 3013
Office and
Machinery and Transportation  Miscellaneous Leasehold Construction
Freehold Land Buildings Equipment Equipment Equipment Improvements in progress Total
Cost

Balance atlanuary 1, 2013 $ 459,975 $ 531,590 $ 2,335 $ 79,523 $ 370,461 $ 54,664 $ 33973 $ 1,532,521
Additions - 62,811 141,726 5,880 29,619 210 189,157 429,403
Disposals - (290) (34,563 (43,217 (2,581) - (80,651)
Effect of foreign currency exchange

differences 4.777 11,294 (8.429 707 2,676 41 (14,379 (12,863
Balance aDecember 312013 $ 455,198 $ 605,695 $ 135,342 $ 51,547 $ 359,539 $ 52,334 $ 208,755 $ 1,868,410

Accumulated depreciation

Balance atlanuary 1, 2013 $ - $ 144,285 $ 635 $ 65,444 $ 260,738 $ 52,820 $ - $ 523,92
Disposa$ - - (290) (34,327 (41,953 (2,581 - (79,15))
Depreciation expense - 19,931 3,816 7,752 41,010 1,156 - 73,665
Effect of foreign currency exchange

differences - 3,409 (136) 397 2,060 36 - 5,766
Balance aDecember 312013 $ - $ 167,625 $ 4,025 $ 39,266 $ 261,855 $ 51431 $ - $ 524,202

Carrying amounts december 312013 $ 455,198 $ 438,070 $ 131,317 $ 12,281 $ 97,684 $ 903 $ 208,755 $ 1,344,208

The above items of property, plant and equipment were depreciated on a -fitraidiasis over the
following estimated useful lives:

Buildings
Office 20-63 years
Office interior decoration 5-11years
Machinery and equipment 3-17years
Transportation equipment 1-9 year:
Office and miscellaneousguipment
Fire extinguishing equipment asdfeguardnonitoring system 4-6 years
Steel cylinder 5-9yeas
Hoist 11-16 years
Others 1-8 years
Leasehold improvemesit 1-10 year:

Refer toNote 29 for the carrying amount of property, plant and equipment that had been pledged by the
Groupto secure borrowings granted to theoup

. SHORT-TERM LOANS

December3i, December 31, January 1,

2013 2012 2012
Secured loans (Note 29)
Bank loans $ 175,425 $ 124,889 $ 57,604
(Continued)
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16.

17.

December31,

December 31,

2013 2012
Unsecured loans
Loans for procurement of materials $ 2,073,310 $ 1,893,344
Line of creditof loans 1,744,097 1,614,138
3,817,407 3,507,482
$ 3,992,832 $ 3,632,371
Annualinterestrate (%) 0.692.25 0.762.4

January 1,
2012

$ 1,560,234
1,736,087
_ 3,296,321

$ 3,353,925

0.87-2.5
(Concluded)

SHORT-TERM BILLS PAYABLE - ONLY AS OF DECEMBER 31, 2013 ANDJANUARY 1, 2012

Outstanding shottierm bills payablevereas follows

Nominal Discount
Promissory Institution Amount Amount
December 31, 2013
China Bills Finance
Corporation $ 100,000 $ -
InternationaBills Finance
Corporation 50,000 -

$ 150,000 $ -

January 1, 2012
China Bills Finance
Corporation $ 50,000 $ -

Carrying
Amount

$ 100,000

50,000

$ 150,000

$ 50,000

Interest Rate

0.68

0.892

0.88

The commercial paper payable had not been discounted because the effect was not material.

NOTES PAYABLE AND ACCOUNTS PAYABLE
December31, December 31,
2013 2012
Notes payable (including related parties)
Operating $ 644,293 $ 522911
Nonoperating 6,387 5,995
$ 650,680 $ 528906
Notes payable
Unrelated parties $ 418,486 $ 327,099
Related parties 232,194 201,807
$ 650,680 $ 528,906
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January 1,
2012

$ 768,198
17,310

$ 785,508

$ 585,112
200,396

$ 785,508
(Continued)



18.

December31, December31, January 1,

2013 2012 2012
Accounts payable (including related parties
Operating $ 5,044,713 $ 4,401,650 $ 3,548,376
Accounts payable
Unrelated parties $ 4,810,764 $ 4,127,371 $ 3,306,595
Related parties 233,949 274,279 241,781

$ 5,044,713 $ 4,401,650 $ 3,548,376
(Concluded)

The average credit periodf purchasesof goodswas 30120 days. TheGroup hasfinancial risk
management policies in place to ensthat all payables are paid within the faigreed credit terms.
Therefore, no interest was charged onabeountgpayable.

LONG-TERM DEBT S

December31, December 31, January 1,
2013 2012 2012
Syndicated bank loans (led by Hua NBanK (a) $ 1,440,000 $ 1,440,000 $ 1,440,000
Less: Syndicated loan fee 2,400 3,600 4,800
1,437,600 1,436,400 1,435,200
Mortgage Loan
Hua Nan BanKb) 124,973 134,007 143,041
Hua Nan Bank Singapor€(c) 11,094 - -
China Trust(d) 239,803 - -
375,870 134,007 143,041
Less: Current portion 13,830 9,034 9,034
362,040 124,973 134,007

$ 1,799,640 $ 1,561,373 $ 1,569,207

a. The Corporation signed a syndicated loan agreement with seventeen banks led by Hua Nan Bank i
January 2011. Thmaincontents of the syndicated loan agreement are as follows:

1) The loan is a fyear nediumterm revolving credit line up thiT$2.4 billionthat commences from

the initial drawdown date. Beginning on the third year, the maximum credit line will be reduced
every six months; each of the first four -sponth periods will be reduced by NT$360 million and

the fifth sixmonth period will be reduceby NT$960 million. Under the borrowing limit, the
Corporation could use the revolving credit facility and choose borrowing terms of 90 days or 180
days. Each drawdown shall be repaid at the end of each interest period, but shall be available fo
redrawng on a revolving basis not less than three business days from origin@l foaturity date
subject to no occurrence of default. AdDEcember 312013, December 31, 2012 and January 1,
2012 the interest rates were6B530, 1.6237% and 1.5328%, respeely.

2) Pursuant to the loan agreement, the Corporation should maintain certain financial ratios as follows:

Current ratio should not be less than 100%.

Debt ratio should not be more than 150%.
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Interest coverage ratio should not be less ti98

Tangible net worth, the balance after deducting intangible assets from stockh@lglgty,
should not be less tha&r$6 billion.

Pursuant to the loan agreement, the Corporation should maintain the aforementioned financial ratios
Such financiartatios should be calculated based on audited annual consolidated financial statements an
reviewed semannual consolidated financial statements. If the Corporation is not in compliance with
the aforementioned financial ratios or other terms of the dgaeement, the syndicated banks have the
right to suspend or cancel all or portion of the credit line, declare the entire unpaid principal amount of
the advances, all accrued and unpaid interest, fees and all other sums payable to be due immediate
and/o declare the commitment amount to be cancelled and reduced to zero.

The Corporation had met the conditions of the loan agreement basedaonlited annuatonsolidated
financial statements as ahd forthe years ended December 31, 2013 and.2012

b. Mortgage loan with Hua Nan Bank repayable in 214 monthly installments from December 2009 to
October 2027, NT$753 thousand per installment, interest rate at 1.87%, 1.87% and 1.67% as o
December 31, 2013, December 31, 2012, and January 1, 2012, respectively.

c. The subsidiarycompany- Wah Lee Tech signed a mortgage loan agreement with Hua Nan Bank,
Singapore Branch in April 2013 for purchase of building. The loan is atésngcredit line up to
SGD3,754 thousand and the drawdowns are according to caimstrpoogress of the building. The
principal will be repaid after the building is completed; the building is pledged to the bank. The
interest rate was 1.6% as of December 31, 2013.

d. The subsidiary company Skypower signed a mortgage loan agreemeitih Whina Trust, Tokyo
Branch in June 2013 for construction of plant and purchasing of equipment. The loan credit line is up
to JPY920,000 thousand and can be drawn before July 2014. After one year from the initial
drawdown date, the principal will bep&id in 25 installments. The interest rate was 1.89% as of
December 31, 2013.

19. OTHER PAYABLES

December3l, December 31, January 1,
2013 2012 2012

Salaries or bonus $ 308,866 $ 212,260 $ 226,487
Payable for commission 27,58 32,029 24,044
Payable for interest 6,910 5,869 7,040
Payable for annuakhwe 21,522 25,259 28,192
Payable for bonus to employees and remuner

to directors and supervisors 191,887 172,195 169,169
Payabé for purchasing of equipment 317 250 24,000
Others 133,637 91,262 94,892

$ 690,719 $ 539,124 $ 573,824

20. RETIREMENT BENEFIT PLANS
a. Definedcontributionplans
The Corporationadopted a pension plan underhe Labor Pension Act (t

statemanaged defined contribution plan. Based on the LPA, Gbgooration makes monthly
contributions to employees6é individual pensi on
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Subsidiariesincluding Racong, Shanghai Yikang, Dong Guan Hua Gang Wwah Lee Techare
required by local rgulations to make contribution for central provident fund and retirement insurance.

. Defined benefit plan

Part of the employees of the Corporatamtopted the definedebefit plan under theabor Standards

Law, in which pension benefits are calculated on the basis of the length of service and average monthly
salaries of the six months before retirement. Togporationcontributes amounts equalto 8% of

total monthly alaries and wagedo a pension fund administered by the pension fund monitoring
committee. Pension contributions are deposited in the Bank of Taiwan in the contmitizae.

The plan assets are invested in domestic and foreign equity and debt sedaitlesleposits, etc.
The investment isonductedat the discretion dBureau of Labor Funds, Ministry of Labor onder the
mandatedmanagement. However, in accordance wRkgulations for Revenues, Expenditure,
Safeguard and Utilization of the LabortRement Fundthe returngenerated bymployeespension
contributionshouldnot bebelowthe interest ratéor a 2-yeartime depositwith local banks.

The subsidiary companyRaycong has a pension plan covering eligible employees.
The actuarial valuans of plant assets and the present value of the defined benefit obligation were

carried out by qualified actuariesThe principal assumptions used for the purposes of the actuarial
valuations were as follows:

December31, December 31, January 1,
2013 2012 2012
Discount rats (%) 1.752.25 1.5 175
Expected rates of salary incre4%e 2.003.00 2.00 2.00
Expectedate ofreturn on plan asse{%b) 175 175 2.00

Amounts recognized in profit or loss in respect of these debredfit planavere as follows:

For the Year Ended December 3:

2013 2012
Current service cost $ 17,592 $ 12,924
Interest cost 7,454 8,521
Expected return on plan assets (2,799 (3,28)
Past service cost 5,237 5,237
Gains arising from curtailment or settlement (11,0723 -

$ 16,416 $ 23,401

The Group paid $4,742 thousand for the year ended December 31, 2013 directly from the Cdporation
accounts, and recognized the following as pensish ¢

For the Year Ended December 3:

2013 2012
An analysis by function
Selling and rarketing expenses $ 8,872 $ 11,817
General and@ministration expenses 12,286 11,584

21,158 $ 23,401
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Actuarial gains antbsses recognized in other comprehensive income for the years@eceaber 31,
2013 and 2012 aregain $9,807 thousandandloss $11,200thousand, respectively. h& cumulative
amount of actuarial losses recognized in other comprehensive incomeDasantber 31, 2013 and
2012 was $,393thousandand $1,200thousand, respectively.

The amourt included in the consolidatedohlance sheeti® respect othe Groups obligatiors toits
defined benefit plans eveas follows:

December31, December 31, January 1,
2013 2012 2012

Present value dfindeddefined benefit
obligation $ 435,936 $ 511,693 $ 495,784
Fair value of plan assets (106,453 (161,73} (160,030
Deficit 329,483 349,962 335,754
Past service cosiot yet recognized (60,982 (68,075 (73,312
Accrued pension liabilities $ 268,501 $ 281,887 $ 262,442

Movements in the present value of the defined benefit obligations were as follows:

For the Year Ended December 3

2013 2012
Opening defined benefit obligation $ 511,693 $ 495,784
Current service cost 17,592 12,924
Interest cost 7,454 8,521
Actuarial losseggains) (16,283 10,293
Gains on curtailments (22,927 -
Benefits paid (71,687 (15,829
Exchange differences on foreign plans 94 -
Closing defined benefit obligation $ 435,936 $ 511,693

Movements in the fair value of the plan assets were as follows:

For the Year Ended Decembr 31

2013 2012
Opening fair value of plan assets $ 161,731 $ 160,030
Expected return on plan assets 2,796 3,280
Actuarialgains(losses) (935 (1,679
Contributions from the employer 14,548 15,928
Benefits paid (71,687 (15,829
Closing fair value of plan assets $ 106,453 $ 161,731

The percentages dfi¢ major categories of plan assets atethe of the reporting periodere disclosed
based on the information announced by Bureau of LRbods, Ministry of Labar
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Cash

Equity securities
Fixedrate yield
Bonds

Shortterm bills
Government loans
Others

December31,
2013

22.8%
44.77
18.11
9.37
4.10

0.79

100.00

December 31,
2012

24.51
37.43
16.28
10.45
9.88
0.66
0.79

100.00

January 1,
2012

23.87
40.75
16.19
11.45
7.61
0.13

100.00

The Groupchose to disclose the history of experience adjustments as the amoantsrdet for each

accounting period prospectively from the date of transition to IFR8fr toNote 33):

Present value of defined benefit obligation $ 435,936

Fair value of plan assets

Deficit

Experience adjustments on plan liabilities
Experience adjustments on plan assets

December31, December 31,
2013 2012
$ 511,693
$ (106,453 $ (161,732
$ 329,483 $ 349,962
$ (16,283 $ 10,293
$ (93H $ (1,678

January 1,
2012

$ 495,784
$ (160,030
$ 335,754
$ -
$ -

The Group expecs to make a contribution dd15,758thousandand $16,367 thousand to the defined
benefit plans during the annual period beginning after 2013 and i2&p2ctively

21. EQUITY

a. Capital Stock

December31, December 31,
2013 2012
Number of shares authorized (in thousgind 300,000 300,000
Shares athorized $ 3,000,000 $ 3,000,000
Number of shares issued and fully paid (in
thousand) 231,390 231,390
Sharesssued $ 2,313,901 $ 2,313,901

January 1,
2012

300,000
$ 3,000,000

231,390

$ 2,313,901

Fully paid ordinary shares, which have a par value of 840y one vote per share and carry a right to

dividends.
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b. Capital Surplus

December31, December 31, January 1,
2013 2012 2012

Recognizedromissuance of common sharr  $ 1,160,519 $ 1,160,519 $ 1,160,519
Recognizedrom share of changes in capite

surplus of associates 87,169 74,070 38,453
Recognizedrom donations 11,867 11,867 11,867

$ 1,259,555 $ 1,246,456 $ 1,210,839

Under the Company Law, capital surplus froremiumon isswedstockmay beused to offset a defigit

and it may also be transferred to capital or distributezhsh once a year and up to a certain limit if the
Corporation has no deficit. Capital surplus from assets received as donation may only be used to
offset a deficit andapital surplus from longerm investment may not be used for any purpose.

c. Retaned Earningsind Dividend Policy

The Corporatios Articles of Incorporation provide that the annual net income, after offset of any
deficit, shall be appropriated as follows:

1) 10% as legal reserve, until its balance equals tdCthiooratioids paidin capital.

2) The remainder will be appropriated by resolutifrthe Corporatiotds stockholdersn their meeting
with not more than 3%sbonus to directors and supervisors, and not less thaasl8énus to
employes.

The Corporationshall undertake agessive business plan to keep @mrporationoperaing as a going
concern and in stable prosperity in view of the economic environment and the trend of industry growth.
Dividend policy is mainly based on a residual dividend conéaptthe Corporatioshall measure its
annual cash requirement in accordance with its capital budget and regular operational cash requireme
to determine the amounts of dividends in cash and/or in stock, but cash dividend shall not be less tha
50% of the total amount of doends.

For theyears ended December,2013 and 201,2he bonus to employees wak78,907thousand and
$152,990thousand representingl5% and 16%pespectively of net income (net of the bonus and
remuneration) the remuneration to directors and sujmsrs was $7,980 thousand and 15,205
thousand, respectively, and bo#presentind..55% of net income Material differences betweeich
estimated amounts and the amounts proposed blgotlmel of directorson or before the consolidated
financial staterants are authorized for issue are adjusted in the year the bonus and remuneration wer
recognized. If there ia change in the proposed amounts after the consolidated financial statements
wereauthorized for issue, the differences are recorded as a cimaageounting estimate. If a share
bonus is resolved to be distributed to employees, the number of shares is determined by dividing th
amount of the share bonus by the fair value of the shafiése fair value of the shares refer to the
closing price (#er considering the effect of cash and share dividends) of the shares on the day
i mmedi ately preceding the sharehol dersé meetin

Under Rule No. 100116 and Rule No. 0950000507 issued by the FSC, an amount equal to the net dek
balance ofcertainsharehb der sé ot her equity i1tems (includi
foreign operationgndunrealized gain (loss) on availakte-sale financial assets shall be transferred
from unappropriated earnings to a special reserve before any appropriaamniofys generated before
January 1, 2012 shall be made. Any special reserve appropriated may be reversed to the extent of
decrease in the net debit balance.
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Under Rul e No. 1010012865 issued by t hsgonFaBdC orn
Answers for Speci al Reserves Appr opr-ime adoptionF o | |
of IFRSs, a company should appropriate to a special reserve an agaahto the surof unrealized
revaluation increment and cumulative transladifferences (gains) transferred to retained earnings as

a result of the companyds use of exemptions
IFRSs, if the increase in retained earnings that resulted from all IFRSs adjustments is nenbtutici

less than the sum of the revaluation and translation differefare$lis appropriation, only the increase

in retained earnings that resulted from all IFRSs adjustments will be appropriated to special reserve
The special reserve appropriatedy be reversed in proportion to the usage, disposal or reclassification
of the related assets and thereafter distributed. The special reserve appropriated ontithe first
adoption of IFRSs may be used to offset deficits in subsequent years. No approf earnings

shall be made until any shortage of the aforementioned special reserve is appropriated in subseque
yearswhenthe company has earnings and the original need to appropriate a special reserve is no
eliminated.(Please refer to section &pecial reserves appropriated following fiiste adoption of
IFRSS)

Appropriation of earnings to legal reserve shall be made until the legal reserve eqGalgtrationds
paidin capital. Legal reserve may be used to offset deficit. [Cigaationhas no deficit and the
legal reserve has exceeded 25% of@eporatiords paidin capital, the excess may be transferred to
capital or distributed in cash.

Except for noFRROC resident shareholders, all shareholders receiving dividends are adlosvedredit
equal to their proportionate share of the income tax paid b@dhgoration

The appropriationsf earningsior 2012and 200lhad been approved inont he
June 3, 201&and June 5, 2012respectively. The appropriatiomsd dividends per share were as
follows:

Appropriation of Earnings Dividends Per Share (NT$)

For the year ended For the year ended
December 31 December 31
2012 2011 2012 2011
Legal reserve $ 98,113 $ 95,223
Cash dividedsto stockholders 578,475 532,197 $ 25 $ 23

$ 676,588 $ 627,420

The bonus to employeédistributed in cashand the remuneration to direct@nsd supervisorir 2012
and 2012which were als@pproved in thaforenentioneds h ar e h o | d ®wereds followse t | n g

For the Year Ended December 3:

2012 2011
Bonus to employees $ 156,990 $ 152,356
Remuneration to directors and supervisors 15,205 14,756

The approved amounts the bonus to entpyees and the remuneration to directors and supervisors
were the same witlthe accrual amounts recognized in the financial statements for the eyeted
Decembef3l, 202 and 2011

The appropriations of earnings for 2012 were proposed according toahrepCor at i ono6 s
statements for the year ended December 31, 2012, which were prepared in accordance with th
Guidelines Governing the Preparation of Financial Reports by Securities IssueiGeardlly
Accepted Accounting Standard in the RepublicGfina fROC GAAR)), and by reference to the
balance sheeas of December 31, 2012, which was prepared in accordance with the Guidelines

-40-



Governing the Preparation of Financial Reports by Securities Issuers (revised) and International
Financial Reporting &ndards.

The appropriations of earnings for 2013 had been proposed IBotperatiods board of directors on
March 26 2014. The appropriations and dividends per share were as follows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legalreserve $ 115,946
Cash dividends 694,170 $ 3
$ 810,116

The appropriations of earnings, the bonus to employees, and the remuneration to directors an
supervisors for 2013 are subject to the resolution h e s h ar e h g to beeheld @unmé7e t i n
2014.

Information on the bonus to employees, directors and supervisors proposedioypbeatiords board
of directors is available on the Market Observation Post System website of the Taiwan Stock Exchange

. SpecialReserved ppropriated~ollowing First-time Adoption ofIFRSs

The Corporatiod s s peci al reser v e s-tine pdoptionpifaivatiFRS$s wér@ds| o w
follows:
December31, December 31, January 1,
2013 2012 2012
Special reserve $ 72,302 $ 72,302 $ 72,302

The Corporationis required toappropriate to special reserve the amounts of unrealized revaluation
increment and cumulative translation differences transferred to retained eaprioygjded the total
amount does not exceedetramount of retained earnings that resulted from all TalwRISS
conversion adjustments. The amounts of the unrealized revaluation increment and cumulative
translation differences transferred to retained earniaye $.3,649thousand and 189,980thousad,
respectively But the increase in retained earnings that resulted fromealanIFRSs adjustments

was only $72,302 thousandherefore, theCorporationappropriated to the special resemmely the
amount of$72,302thousand, the increase in retaireatnings that resulted from all adjustments on
transition toTaiwanlIFRSs.

. OtherEquity Items
1) Foreign currency translation reserve

For the Year Ended December 3:

2013 2012

Balance beginning of year $(144,27) $ -
Exchange dferences on translath of foreign operations 178,795 (118,527%
Share of exchange difference of associates acedtort

using the equity method 86,312 (46,480
Income tax relating to gains on transtatof net assets of

foreign opeations (37,689 20,736
Balance end of year $ 83,152 $ (144,27}
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2) Unrealized gain (loss) on availaHl@r-sale financial assets

For the Year Ended December 3

2013 2012

Balance beginning of year $ 318,547 $ 23,581
Unrealized gain arising on revaluation of availaiolesale

financial assets 38,936 254,586
Cumulative gain on sale of availaHler-sale financial asset

reclassified to profit or loss (74,509 (4,200
Cumulative impairmenbssof availablefor-sale financial

assets reclassified to profit or loss - (16,000
Share of unrealized ga{toss)on revaluation of

availabk-for-sale financial assets associates accountes

for using the equity method (23,015 60,581
Balance end of year $ 259,959 $ 318,547

f.  Non-Controlling Interests

For the Year Ended December 31

2013 2012

Balance beginning of year $ 574,821 $ 500,163
Attributable to norcontrolling interests

Share of profifor theperiod 79,565 59,036

Additional norcontrolling interests arising on capital incree

by cash of subsidiaries 29,848 -

Exchange difference arising on translation of foreign entiti 25,532 15,622

Balanceend of year $ 709,766 $ 574,821

22. NET PROFIT FROM CONTINUING OPERATIONS
The details of net profit from continuing operasavere as follows:
a. Otherincome

For the Year Ended December 3

2013 2012
Rental income $ 6,673 $ 6,402
Interest income 89,232 65,542
Dividends 12,410 12,181
Subsidies 18,213 -
Others 69,901 71,579

$ 196,429 $ 155,704
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b. Other gains and losses

For the Year Ended December 3

2013

Gain (los$ on disposal of property, plant and equipment $ 1,049
Gain on sale of availab#er-sale financial assets 74,509
Net foreign exchange gain (loss) 137,130
Gain (loss)n financial assets designated as at PV/T (3,289
Gainon financial liabilities designated as at FVTPL -
Impairment loss on financial assets -
Otherlosses (10,019

$ 199,385

c. Financial costs

2012

$ (1,500
4,201
20,316
2,182

939
(26,027
(12,373

$ (12,260

For the Year Ended December 31

2013
Interest on bank loan $ 78,696
Syndicated loan feemortization 1,200
Others 669
$ 80,565

d. Depreciation and amortizatigrecognized iroperating expenses)

2012
$ 78,185

1,200
136

$ 79,521

For the Year Ended December 3:

2013
Property, plant and equipment $ 73,665
Intangible assets 11,392
$ 85,057
An analysis of depréation by function
Operating costs $ 372
Operating expenses 73,293
$ 73,665
An analysis of amortization by function
Operatingexpenses $ 11,392

e. Employee benefits expengecognized in operatingpenses)

2012

$ 74,372
11,049

$ 85,421

$ -
74,372

$ 74,372

$ 11,049

For the Year Ended December 3:

2013
Shorttermemployeebenefits $ 1,046,862
Postemployment benefits (Note 20)
Defined contribution plans 35,125
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$ 1,079,506
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For the Year Ended Deember 31

Defined benefit plans

23. INCOME TAX

a.

Income tax recognized in profit or loss

The major components of income tax expemnses as follows:

2013

$ 21,158
56,283

$ 1,103,145

2012

$ 23,401
62,928

$ 1,142,434
(Concluded)

For the Year Ended December31

Current tax
In respect of the current year
Additional 10% ncome ta>on unappropriated earnings
In respect of prior periods
Others

Deferred tax
In respect of the current year

Income tax expense recognized in profit or loss

Thereconciliation of accountingrofit andcurrentincome tax expensegasas follows:

2013

$ 262,354
30,454
20,092

6,233
319,133

80,643

$ 399,776

2012

$ 180,051
32,481
907

3,061
216,500

59,927

$ 276,427

For the Year Ended December 3

Profit beforeincometax
Income tax expense at the statutory dtthe Group

Tax effect of adjusting items

Nondeductible expenses

Tax-exempt income

Deferred tax on undistributed earningsm associates

Deferred tax on undistributed earnings frenbsidiaries

Realized bad debt loss

Others

Additional income tax on unappropriated earnings
Currentad j ust ments for prior
Others

y e
Income tax expense recognized in profit or loss

The Corporation applied the statutory income tax rate at 17%.
local regulatory income tax rate as follows:
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$ 1,638,799

$ 362,651

13,031
(17,839
(89,979

82,290

(7,169
30,454
20,092

6,233

$ 399,776

The overseas subsidiaries followed th

2012

$ 1,323,235

$ 275,301

1,951
(3,579
(89,076
60,663
(6,359
1,073
32,481
907

3061

$ 276,427



For the Year Ended December 31

2013
Raycong 16.5%
Shanghai Yikang 25%
Dong Guan Hua Gang 25%
Wah Lee Japan 40%
Wah Lee Tech 17%
Skypower 20%

Income taxgain (ex@nseyecognize in other comprehensive income

2012

16.5%
25%
25%

40.87%
17%
NA

For the Year Ended December 3

2013
Deferred tax
Actuarial gains and losses on defined benefit plan $ (2,609
Translation of foreign operations (37,689
$ (40,293
Current tax assets and liabilities
December 31, December 31,
2013 2012
Current tax assets
Tax refund receivable $ 1382 $ -
Current tax liabilities
Income tax payable $ 170,787 $ 79,477

Deferred tax assets and liabilities

2012
$ 2,035
20,736

$ 22,771

January 1,
2012

$ -

$ 130,032

The movements of deferred tax assets and deferred tax liabilities were as follows:

For the year ended December 31, 2013

Recognized in

Other
Opening Recognized in  Comprehensive Exchange
Balance Profit or Loss Income Differences
Deferred Tax Assets
Temporary difference
Provision forloss on Inventdes $ 31,796 $ 473 $ $ 557
Unpaid bonuses 16,814 17,809 -
Unrealized management and consulting

expense 18,567 (5,12) 1,107
Intercompany orealized gains 5,846 823 -
Provision 5,544 1,152 - -
Defined benefit obligation 46,729 264 (2,609 15
Payable for annual leave 4,347 - - 25
Doubtful debts 10,419 (2,709 513
Others 4,599 (3.939 126
$ 144,661 $ 7814 $ (2,609 $ 2343
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$ 31,880
34,623

14,553
6,669
6,696

44,399
4,372
8,226

791

$ 152,209
(Continued)



Recognized in

Other
Opening Recognized in  Comprehensive Exchange
Balance Profit or Loss Income Differences  Closing Balance
Deferred Tax Liabilities
Temporary difference
Foreign income accounted for using eq
method $ 444,309 $ 86,063 $ - $ 1131 $ 531,503
Exchange difference on foreign operatic 12944 - 37,684 - 50,628
Provision for land value increment 8,894 - - - 8,894
Others 889 2,394 - 48 3331
$ 467,036 $ 88457 $ 37,684 $ 1,179 594,356
(Concluded)
For the year ended Deceant81, 2012
Recognized in
Other
Opening Recognized in  Comprehensive Exchange
Balance Profit or Loss Income Differences  Closing Balance
Deferred Tax Assets
Temporary difference
Provisionfor loss on Inventdes $ 52,038 $ (19,829 $ - $ (417) $ 31,796
Unpaid bonuses 22,604 (5,790 - - 16,814
Unrealized management and consulting
expenss - 18,441 - 126 18,567
Intercomp@ny wrealized gains 7,398 (1,552 - - 5,846
Provision 3,853 1,691 - - 5,544
Defined benefit obligation 42,179 2,515 2,035 - 46,729
Payable for annual leave 4,812 (459 - (6) 4,347
Doubtful debts 9,203 1,439 - (223 10,419
Others 2,640 1,952 - 7 4,599
$ 144,727 $ (1,588 $ 2,035 $ (513 $ 144,661
Deferred Tax Liabilities
Temporary difference
Foreign income accounted for using eq
method $ 380,749 $ 64,044 - $ (484 $ 444,309
Exchange difference on foreign operatic 33,680 - (20,739 - 12,944
Provision for landsalue increment 8,894 - - - 8,894
Unrealized exchange gains 5,569 (5,569 - - -
Others 1,054 (136) - (29) 889

$ 429,946 $ 58,339 $ (20,739 $ (513 $ 467,036

e. Deductible temporary differences for which no deferred tax assets have been recognized in the
consolidated balance sheets.

December 31, December 31, January 1,
2013 2012 2012
Deductible temporary differences
Impairment of foreign imestments $ 173,668 $ 173,668 $ 167,668

f. Integrated income tax

As of December 312013, December 31, 20bAd January 1, 2012all of the unappropriated earnings
were generated after January 1, 1998.
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December 31, December 31, January 1,

2013 2012 2012
Imputation crediiccount $ 534,051 $ 562,953 $ 507,763

The creditable ratio for distribution of earnings 213 and 2012 was 17.82% (expected ratio) and
19.71%, respectively

Under the Income Tax Lawof distributionof earnings generateadterJanuary 1, 1998, the imputation
credit allocéedto ROC resident shareholden$ the Corporation is calculatedased on thereditable

ratio as of the date of dividend distributiofhe actual imputation credit allocated to r&tenlders of the
Corporation is based on the balance of the Imputation Credit Account (ICA) as of the date of dividend
distribution. Therefore, the expected creditable ratio for the 2013 earnings may differ from the actual
creditable ratio to be used inadating imputation credit to the shareholders.

According tolegal interpretation No. 10204562810 announbgdhe Taxation Administration of the
Ministry of Finance, when calculatingputation credits in the year of firitne adoption of IFRSs, the
cunrulative retained earnings include the net increase or net decrease in retained earnings arising froi
first-time adoption of IFRSs

g. Income tax assessments

The Corporatiofs tax returns through 2011 have been assessed by the tax authorities.

24. EARNINGS PER SHARE (EPS)

Earnings and weighted average number of ordinary shares outstasduhgnthe computation of earnings
per share were as follows:

Net profit for theyear attributable to the Corporatisrshareholders

For the Year Ended December 3

2013 2012
Basic EPS
Net profit for theyearattributable tacommon karénolders $ 1,159,458 $ 987,772

Weighted average number of ordinary shares outstanding (in thousand shares):

For the Year Ended December 31

2013 2012
Weighted average number of ordinary shares outstandiedjn
computation of basic earnings per share 231,390 231,390
Effect of dilutive potential ordinary shares
Bonussharesssua to employees 5,432 6,047
Weighted averge number of ordinary shares outstanding in
computation oflilutedearnings per share 236,822 237,437

If the Group carsettlethe bonus to employeéds cashor shares, th&roup assumethe entire amount of
the bonus wuld be settled in shares édthe resulting potential sharaseincluded in the weighted average
number of shares outstanding used in the computation of diluted earnings per sharefféct isdilutive.
Such dilutive effect of the potential sharesncluded in the computatioof diluted earnings per share until
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the shareholders resolve the number of shares to be distributed to employees at their meeting in tf
following year.
25. OPERATING LEASE ARRANGEMENT S

Operating leases relate to leasesvafehousgwith lease termef up to10 years. The Corporation does
not have dargain purchaseption toacquirethe leasedvarehouseat the expiry of the lease periods.

As of December 312013, December 31, 2012 and January 1, 2edfdndable depositpaid under
operating leasewere all $3,500 thousand.

The future minimum lease payments ofwcancellable operating leasemmitments were as follows:

December 31, December 31, January 1,

2013 2012 2012
Not later than 1 year $ 15,860 $ 15,860 $ 15,860
Later than 1 year and not later thayéars 2,643 18,504 34,364

$ 18,503 $ 34,364 $ 50,224

The lease paymentscognizedas expenses were as follows:

For the Year Ended December 31

2013 2012
Minimum lease payment $15,105 $ 15,105

26. CAPITAL MANAGEMENT

The Group manags its capital to ensurentities in the Grouvill be able to continue as going concern
while maximizing the return to stakeholdénsough the optimization of the debt and equity balance

The capital structure of theroupconsiss of net debt (borrowingminuscash and cash equivalents) and
equity (comprising issued cagitaeserves, retained earnirgsdother equity)

The key management personnel of Beoup review the capital stragre periodically As part of this
review, the key management personnel consider the cost of capital and the risk associated with each class
capital. Based on recommendations of the key management personnel, in order to balance the overa
capital stucture, theGroup may adjust the amount of dividends paid to sharehqldeesnumber of new
shares issued or repurchased, and the amount of new debt issued or existing debt.redeemed

The Group is not subject to any externally imposed capital requirements

27. FINANCIAL INSTRUMENTS

a. Fair values of financial instruments
1) Fair value of financial instruments not carried at fair value

The management considethe carrying amounts of financial assets and financial liabilities
recognized in the consolted financial statemends theapproximateamounts otheir fair values.
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2) Fair value measurements recognized incihresolidatedalance sheets

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

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

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

Level 3 fair \alue measurements are those derived from valuation techniques that include inputs
for the asset or liability that are not based on observable market data (unobservable inputs).

December 31, 2013

Level 1 Level 2 Level 3 Total
Availablefor-sale
financial assets
Securities listed ithe ROC $ 274,711 $ - $ - $ 274,711
Unlisted securities - - 170,007 170,007
Mutual funds 108,718 - - 108,718
Securities listed in other
countries 46,242 - - 46,242
$ 429,671 $ - $ 170,007 $ 599,678
December 31, 2012
Level 1 Level 2 Level 3 Total
Financial assets at FVTP
Convertible bonds $ 93,285 $ - $ - $ 93285
Availablefor-sale
financial assets
Securities listed itheROC  $ 89,368 $ - $ - $ 89,368
Unlisted securities 233,646 - 135,700 369,346
Mutual funds 112,323 - - 112,323
Seairities listed in other
countries 44,109 - - 44,109
$ 479,446 $ - 135,700 615,146
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3)

4)

January 1, 2012

Level 1 Level 2 Level 3 Total
Financial assetat FVTPL
Convertible bonds $ 101,405 $ - $ - $ 101,405
Availablefor-sale
financial assets
Securities listed itheROC $ 83,643 $ - $ - $ 83,643
Unlisted securities - - 195,000 195,000
Mutual funds 296,999 - - 296,999
Securities listed in other
countries 44,372 - - 44,372
$ 425,014 $ - $ 195,000 $ 620,014
Financial

LiabilitiesatFVTPL

Non-derivative financial
liabilities heldfor trading  $ - $ 249 $ - $ 249

There were no transfers between Level 2 beel 3 for the years ended December 31, 2013 and
2012

Reconciliation of Level 3 fair value measurements of financial assets

For the Year Ended December 3

2013 2012
Available-for-sale financial assets

Unlisted securities

Balance beginning of year $ 135,700 $ 195,000

Valuation loss recognizdd profit or loss - (26,027

Valuation gain recognizeith other compreheng income 32,089 3,620
Purchases 2,218 -
Transfers out ofLevel 3 - (36,893
Balance end of year $ 170,007 $ 135,700

The investee Onano Industrial Corp. was listed in November 2012; thus, transfers out ofd&vel
Level 1.

All gains and losses included in other comprehenisizemerelate to unlisted shares heldesich
balance sheet datnd were reported as changes in unrealized gain or loss on avhitabdde
financial assetérefer to Note 21)

Valuation techniques and assumptions applied for the purpose of measuring fair value

The fair values of financial assets and financial liabilities were determined as follows:
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a) The fair values of financial assets and financial liabilities with standamtstand conditions
and traded in active liquid markets are determined with reference to quoted market prices

b) The fair values of derivative instruments were calculated using quoted prices. Where such

prices were not available, a discounted cash #oalysis was performed using the applicable
yield curve for the duration of the instruments for fogrtional derivatives.

Quotedshares

Financial assets in this category inclddisted shares, convertible bonds and emerging market
shares with active miet, etc.

Derivatives

Crosscurrency swap contractswere measured at the present value of future cash flows
estimated and discounted basedtbe applicable yield curves derived from quoted interest
rates.

Unlistedshares

The consolidated financial séements includgholdings in unlisted shares whialere measured

at fair value. Fair valuewas determined by reference tbservable market prices book

values

b. Categories of financial instruments

December 31 December 31, January 1,
2013 2012 2012
Financialassets

At FVTPL

Held for trading $ - $ 93285 % 101,405
Loans and receivabled ( 13,517,828 11,946,527 10,123,777
Availablefor-sale financial assets 599,678 615,146 620,014

Financial liabilities

At FVTPL

Held for trading - - 249
At amortized costi{) 12,343,115 10,673,142 9,891,327

i. The balances included loans and receivables measured at amortized cost, whigteamasprand
cash equivalentgther financial assetsiotes and accounts receivable (including related parties),
other receivable@ncluding related parties) and refundable deposits

ii. The balances included financial liabilities measured at amortiast] which comprise shetérm
loans shortterm bills payable, notes and accounts payable (including related padties),
payableslong-term loans (including current portioahddeposits received

c. Financial risk management objectives and fetic
The Groupgs major financial instruments included equity investment, notes and accounts receivable,
notes and accounts payable, bank loans efthe Grougs Corporate Treasury function provile

services to the busineagits andmonitors and managethe financial risks relating to the operations of
the Group These risks include market risk (including currency risk, interest rate risk and other price
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risk), credit risk and liquidity risk.
1) Market risk

The Grougs activities expose it primarily tohe financial risks of changes in foreign currency
exchange rates (se& pelow) and interest rates (séx@ lhelow).

a) Foreign currency risk

The Group had foreigncurrencysales and purchases, which exposedGheup to foreign
currency risk.

The carying amounts of theGroups foreign currency denominated monetary assets and
monetary liabilities (including those eliminated on consolidatiorthe@tend of reporting period
are set out ifNote 31.

Sensitivity analysis

TheGroup wagnainly exposed to th USD and RMB

The following table details th&roups sensitivity to al% increase and decreaseNiD (the
functional currencypgainst the relevant foreign currencie$\ change of % is the sensitivity
rangeused wherreporting foreign currency riskiernally to key management personnel and
represent s assessmegteoibenréasonably possible change in foreign exchange
rates. The sensitivity analysis includeexternaldepositsandloans receivables and payables.

A positive number below indates an increase ipre-tax profit assumingNTD strengthened by

1% against theelevant currency For al% weakening oNTD against theelevant currency

there would be an equal angposite impact opre-tax profit and the balances below would be

negdive (positive.
USD Impact RMB Impact
For the Year Ended For the Year Ended
December 31 December 31
2013 2012 2013 2012
Profit or loss $ 2,609 $ 8,471 $(9,089 $(6,783

b) Interest rate ris

The Group wasexposeé to interest rate risk because entities in @eup borrowed funds at
both fixed and floating interest rates. The risk is managed bythep by maintaining an
appropriate mix of fixed and floating rate borrowings

The carrying amoustof the Grougs financial assets and financial liabilities with exposure to
interest rates dahe end of the reporting periogere as follows

December 31, December 31, January 1,
2013 2012 2012
Cash flow interest rate risk
Financial assets $ 2,799943 $ 2,719,640 $ 2,041,248
Financial liabilities 4,069,343 3,318,399 3,290,474

The Groups fair value interest rate risk with respect to fixed rate time deposits andtesirort
loans were not significant.
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Sensitivity analysis

The ®nsitivity analyses below wedeterminedased on th&roups exposure to interest rates

for nonderivative instruments dhe end of the reporting periodFor floating rate liabilities,

the analysis was prepared assuming the amount of the liabilittanditsg at the end of the
reporting period was outstanding for thear ended December 31, 2013 and 201& change

of 1% increase or decrease was used when reporting interest rate internally to key managemer
personnel and represents managefBeagsessnm of thereasonablyossibé change in interest

rates.

If interest rates had beetfo higher/lowerand all other variables were held constant, the
Groups pretax profit for theyearsendedDecember3l, 2013 and 2012would have been
lower/higherby $12,634 thousandand $%,988thousandrespectively.

c) Other price risk
The Group wasexposed to equity price risk through its investmentgqunity securitiesand
mutual funds The Group manags this exposure by maintaining a portfolio of investments
with different risks.  The Groupgs equity price risk was mainly concentrated on
technologyrelatedlisted stocks in Taiwan.

Sensitivity analysis

The sensitivity analyses below weatteterminedoased on the exposure to equity price risks at
the end of the reportg period

If equity prices had beetPbo higher/lowerthe othercomprehensive inconfer the yearended
Decembeil, 2013 wouldhave been higher/lowday $5,997thousand as a result of changes in
fair value of availabldor-sale investments.

If equity prices had beet% higher/lower, praax profit for theyearendedDecembei31, 2012
would havebeen higher/lowelby $933 thousand as a result of changes in fair value of
heldfor-trading investments, and other comprehensive income foedmendedDecembe 31,
2012 would havéoeen higher/loweby $6,151thousandas a result of changes in fair value of
availablefor-saleinvestments

2) Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial loss to th&roup As atthe end of the reporting peripthe Groups maximum exposure

to credit risk which will cause a financial loss to Beupdue to failure to discharge an obligation

by the counterpartieand enforcement offinancial guaratees providedoy the Group could
comprise the following

a) The carrying amount of the respective recognized financial assets as stated in the balance shee
and

b) The amount of contingent liabilities in relation to financial guararisseied by th&roup
The Group adopted a policy of only dealing with creditworthy counterparties @ses other
publicly available financial information and its own trading records to rate its major customers.

The Grougs exposure and theredit ratings of its countparties are continuously monitored and
creditexposure is controlled Bettingcreditlimits of counterparties annually
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3) Liquidity risk

The Group manage liquidity risk by monitoring and maintaining a level of cash and cash
equivalents deemed adetmiato finance theGroups operations and mitigate the effects of
fluctuations in cash flows. In addition, managememonitors the utilization of bank borrowings
and ensures compliance with loan covenanthe Group relies on bank borrowings as a
significant source of liquidity.

As of December 312013, December 31, 201#hd January 1, 2012, theroup had available
unutilized overdraft and bank loan facilities $8,067,557thousand,$4,293,370thousandand
$4,675,9722housandrespectively

Liquidity and interest rate risk tabldsr non-derivative financial liabilities

The following table detail the Group remaining contractual maturity for itsxon-derivative
financial liabilities with agreed repayment periods. The tables had been drawn up baked on
undiscounted cash flows of financial liabilities from the earliest datevhichthe Group can be
required to pay. The tables included both interest and principal cash fl®pscifically, bank
loans with a repayment afemand clauswere included irthe earliest time band regardless of the
probability of the banks choosing texercise their rights. The maturity dates for other
nonderivative financial liabilitiesvere based on the agreezbayment dates.

To the extent that interest flows aaefloating rate the undiscounted amouwas estimated byhe
interest rate ahe end of the reporting period

December 31, 2013

Less than
3 Months 3-12 Months 1-3 Years 3+ Years Total
Non-derivative
financial liabilities
Nor+interest bearing $ 4937676 $ 1,443,784 $ 4652 $ - $ 6,386,112
Variable interest rate
liabilities 1,760,752 556,355 1,720,400 107,723 4,145,230
Fixed interest rate liabilities 1,585,479 152,937 - - 1,738,416
Financial guarantee contraci 821,390 - - - 821,390

$ 9,105,297 $ 2,153,076 $ 1,725052 $ 107,723 $13,091,148

Decembefl, 202

Less than
3 Months 3-12Months 1-3 Years 3+ Years Total
Non-derivative
financial liabilities
Nor+interest bearing $ 4,488,121 $ 969555 $ 12,004 $ - $ 5,469,680
Variable interest rate
liabilities 420,848 1,504,802 1,528,436 130561 3,584,647
Fixed interest rate liabilities 1,513,725 211,611 - - 1,725,336
Financial guarantee contraci 612,379 - - - 612,379

$ 7,035073 $ 2,685968 $ 1,540,440 $ 130,561 $11,392,042
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Januanyl, 202

Less than
3 Months 3-12Months 1-3 Years 3+ Years Total
Non-derivative
financial liabilities
Norrinterest bearing $ 3973582 $ 923187 $ 10939 $ - $ 4,907,708
Variade interest rate
liabilities 454,371 1,438,757 1,545,201 140,787 3,579,116
Fixed interest rate liabilities 1,198,573 269,738 - 1,468,311
Financial guarantee contraci - 579,058 - - 579,058

$ 5626526 $ 3,210,740 $ 1,556,140 $ 140,787 $10,534,193

The amounts included above for financial guarantee contveats the maximum amounts the
Group could berequired to settle under the arrangement for the full guaramsteedint if that
amount is claimed by theounterparty to the guaranteeBased on expectations thte end of the
reporting period the Group consides it is more likely than not that no amount will be payable
under the arrangement.

The amounts includeabove for variable interest rate nrdarivative financial liabilitiesare subject
to change if variable interest rates diffeom those estimates of interest ratests end of the
reporting period
28. RELATED PARTY TRANSACTIONS

Balances and transamts betweenand among the entities in the Group hbeen eliminated on

consolidation and not disclosed in this note. Detaithefransactions betweeand amonghe Groupand

other related partieare disclosed below

a. Tradingtransactions

1) Salesof goods

For the Year Ended December 31

2013 2012
Related parties types
Associatesandtheir subsidiaries $ 190,030 $ 173,234
Otherrelated parties 31,196 36,691

$ 221,226 $ 209,925

The otherrelatedpartiesabove included the chairm@nrelatives and theompanieghat havethe
Corporatiomasinstitutionaldirector.

Thesellingprices and collean terms of sales teelated partiesvere similar tahird parties.
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2)

3)

4)

Purchase of goods

For the Year Ended December 31

2013 2012
Related parties types
Associatesandtheir subsidiaries $ 419,117 $ 526,047
Otherrelated parties 1,068,393 912,185

$ 1,487,510 $ 1,438,232

The prices of purchasdrom related partiesvere made under afmlength terms and did not have
similar transactions in the market for comparigeayment terms were similar to third parties

Commission income and expenses

Commission Commission
Income Expenses
For the yeaended December 31, 2013
Associates $ 9,953 $ -
Otherrelated parties - 243
$ 9,953 $ 2,434
For the year ended December 31, 2012
Associates $ 1,200 $ -
Otherrelated parties - 2,174
$ 1,200 $ 2174
Receivables from related parties
December 31, December 31, January 1,
2013 2012 2012
Notes receivable
Associates antheir subsidiaries $ 1,069 $ 87 $ 164
Accounts receivdb - relatedparties
Associates antheir subsidiaries $ 56,765 $ 56,369 $ 37,708
Otherrelated parties 3,720 9,509 11,433

$ 60,485 $ 65,878 $ 49,141

Otherreceivabls - relatedparties

Associates antheir subsidiaries $ 2,940 $ 3,405 $ 5,084
Otherrelated parties 9 10 -
$ 2,949 $ 3,415 $ 5,084
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The outstanding trade receivables from related parties are unsecured.

5) Payables to relad parties

December 31, December 31, January 1,
2013 2012 2012
Notes payable relatedparties
Associates antheir subsidiaries $ 765 $ 284 $ 589
Otherrelated parties 231,429 201,523 199,807

$ 232,194 $ 201,807 $ 200,396

Accountspayable- relatedparties

Associates antheir subsidiaries $ 101,318 $ 149,358 $ 138,571
Otherrelated parties 132,631 124,921 103,210

$ 233,949 $ 274,279 $ 241,781
The outstandingayables taelated parties are unsecured and will be settled in cash.
b. Management consulting service incomes
The management services agreementustry consultingand SAPuse contracts were signed by the
Corporation and related partieand the contrastwill expire on various dates with December 31, 2015
as the latest According to the agreements and contratte Corporation will provide certain

management services to related parties. Consulting ancceseieé earned forhé years ended
December 31, 2@land 202 recognizedas nonoperating inconveasas follows:

For the Year Ended December 3:

2013 2012
Associates and their subsidiaries $ 12,181 $ 3,846

c. Rental Income

The Corporatin rented parts of buildings and computer software to related parties. The leases on the
buildings will expire onvarious dates witiMarch 31, 2015 as the latestand the lease on computer
software will expire in Decembe2014. The rental income for thgears ended December 31, 301

and 202 was as follows:

For the Year Ended December 3:

2013 2012
Related Parties Types
Associates $ 4,194 $ 4,296
Other related parties 24 24
$ 4,218 $ 4,320
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d. Endorsenents and guarantees and related fee income

1) Endorsements and guarantees

December 31, December 31, January 1,
2013 2012 2012
Related Parties Types
Associates and their subsidiaries $ 1,087,710 $ 1,138,880 $ 942,475
Other related parties 25,194 19,380 9,690

$ 1,112,904 $ 1,158,260 $ 952,165

2) Fee income from endorsements and guarantees

For the Year Ended December 3:

2013 2012

Related Parties Types
Associates $ 692 $ 471
Other related parties _ 22 _ 19
$ 714 $ 490

e. Compensation of kesnanagemerpersonnel

Theamountsf the remuneration of directors and other members ofrl@yagemernpersonnelvere as

follows:
For the Year Ended December 3
2013 2012
Shorttermemployeebenefits $ 90,909 $ 84,671
Postemployment benefits 2,664 4722
Otherlong-termemployeebenefits 322 296

$ 93,895 $ 89,689

The remuneration of directors, sugienrs and other keymanagementwas determined by the
remuneration committee having regard to the performance of indisidodimarkettrends.

29. ASSETS PLEDGED AS COLLATERAL

The Group provided the following assets as collaterf@r part of shortterm loansand long-term loans
commitmentgo vendors and guarantee for paymenttafiffs on importednerchandise
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December 31, December 31, January 1,

2013 2012 2012
Other financial assefslassified as other
norcurrentassets)
Pledge deposits $ 320 $ 320 $ 320
Property, plant and equipment
Freehold land 274,672 248,837 248,837
Buildings 218,270 221,063 232,006

493,262 $ 470,220 $ 481,163

30. SIGNIFICANT CONTINGENT LI ABILITIES AND UNRECOGNIZED COMMITMENTS

In addition to those disclosed ather notessignificant commitments and contingencies of Greup at
each balance sheet datere as follows:

a. TheGrouphad unused letters of credit for purchasenefchandisas follows:

December 31, December 31, January 1,

2013 2012 2012
uUsD $ 13,562 $ 6,996 $ 13,5632
JPY 13,860 16,740 -
NTD 67,559 56,852 88,651

b. Unrecognizedommitmentsvere as follows:

December 31, December 31, January 1,

2013 2012 2012

Acquisitionof property, plant and equipmer $ 377,790 $ 288,182 $ -
As of December 31, 2013, the contracts related to purchase of lands and buildings are as follows:

On September 28, 2012, thebsidiaryWah Lee Tech entered a contract with third parties for purchase
of property located in Singapore for operation purpose. The total amourthefcontract is
NT$110,638 thousand (SGD4,692 thousand). As of December 31, 2013, the amount paikitd the
parties was NT$49,657 thousand (SGD1,943 thousand) andregagnizedas prepayment for
equipment. The future payments will be made according to the construction progress and the
completion date is estimated as June 30, 2019.

On January 25, 2013he subsidianDong Guan Hua Gang entered a contract with third parties for
purchase opropertylocated in Chonggqing City, China for operation purpose. The total amotim of
contract is NT$71,159 thousand (RMB14,449 thousand). As of December 31120 a8ount paid

to the third parties was NT$71,159 thousand (RMB14,449 thousand) amdoognizedas prepayment

for equipment. The future payments will be made according to the construction progress and the
completion date is estimated as August 304201

c. TheCorporationofferedfinancialguarantees farelated partieas stated itNote 28.
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LIABILITIES

31. EXCHANGE RATE INFORMATION OF FOREIGN CURRENCY FINANCIAL ASSETS AND

The Groupss significant financial asse@ndfinancial liabilitiesdenomin&ed inforeign currenciesvereas
follows (in thousands of foreign currency, except exchange rate):

Decembefdl, 2013

Monetaryfinancial assets
uUSD
usD
usD
RMB
RMB
JPY
JPY
JPY
HKD

Monetary financial liabilities

uUsbD
usD
usD
RMB
JPY
JPY
JPY
HKD

December 31, 2012

Monetary financial assets

uUsD
USsD
UsD
RMB
RMB
JPY

JPY

JPY

HKD

Monetary financial liabilities

usD
usD
uUsbD
RMB
JPY
JPY
JPY
HKD
HKD

Foreign
Currencies

$ 149,540

32,412
18,591
160,388
97,985
991,865
163,742
96,626
190

142,718
29,539
76,808

5,522
1,286,014
67,756
40,559
133

155,291
28,002
12,625
95,697
61,497

1,148,739
41,909
66,671

63

140,277
20,113
64,699
11,796

1,244,242
31,859
22,262

690
1,183
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Exchange Rate

29.805
7.8
6.052
4.9248
1.2815
0.2839
0.0738
0.0577
0.7862

29.805
7.8
6.052
1.2815
0.2839
0.0738
0.0577
0.7862

29.04
7.75
6.2251
4.665
1.245
0.3364
0.0898
0.0721
0.803

29.04
7.75
6.2251
1.245
0.3364
0.0898
0.0721
3.747
0.803

(USD:NTD)
(USD:HKD)
(USD:RMB)
(RMB:NTD)
(RMB:HKD)
(JPY:NTD)
(JPY:HKD)
(JPY:RMB)
(HKD:RMB)

(USD:NTD)
(USD:HKD)
(USD:RMB)
(RMB:HKD)
(JPY:NTD)
(JPY:HKD)
(JPY:RMB)
(HKD:RMB)

(USD:NTD)
(USD:HKD)
(USD:RMB)
(RMB:NTD)
(RMB:HKD)
(JPY:NTD)
(JPY:HKD)
(JPY:RMB)
(HKD:RMB)

(USD:NTD)
(USD:HKD)
(USD:RMB)
(RMB:HKD)
(JPY:NTD)

(JPY:HKD)

(JPY:RMB)
(HKD:NTD)
(HKD:RMB)

Carrying
Amount

$ 4,457,030
252,816
112,515
789,881
125,557
381,658

12,084
5,575
150

4,253712
230,403
599,102

7,075
365,100
5,500
2,340
104

4,509,664
813,164
366,618
446,426
286,883
386,436

14098
22,428
237

4,073,647
584,080
1,878,867
55,031
418,563
10,717
7,489
2,587
4,434
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Foreign Carrying
Currencies Exchange Rate Amount
January 1, 2012
Monetary financial assets
USD $ 109,384 30.275 (USD:NTD) $ 3,311,587
uSsD 26,850 7.769 (USD:HKD) 812,871
uUsD 13,048 6.3007 (USD:RMB) 395,037
RMB 38,321 4.805 (RMB:NTD) 184,132
RMB 304 1.233 (RMB:HKD) 1,462
JPY 378,409 0.3906 (JPY:NTD) 147,807
JPY 46,579 0.1002 (JPY:HKD) 18,194
JPY 3,826 0.0813 (JPY:RMB) 1,494
HKD 63 0.811 (HKD:RMB) 246
Monetary financial liabilities
uUsD 95,176 30.275 (USD:NTD) 2,881,468
UsD 20,382 7.769 (USD:HKD) 617,059
UsD 63,764 6.3007 (USD:RMB) 1,930,443
RMB 1,425 1.233 (RMB:HKD) 6,849
JPY 620,398 0.3906 (JPY:NTD) 242,328
JPY 25,162 0.1002 (JPY:HKD) 9,828
JPY 96,266 0.0813 (JPY:RMB) 37,601
HKD 10 0.811 (HKD:RMB) 41
(Concluded)

32. SEGMENT INFORMATION

Information reported to the chief operating decision maker for the purposes of resource allocation anc
assessment of segment performancdisinguished byoperatingarea and categories of merchandise and
service TheGrougsreportable segmentgereas follows:

¢ Wah Lee I ndust Malale®d Coi gsormatiindry (efmgaged in th
business of coposite materials, engineering plastic, printed circuit board, semiconduwutdr,
computer related manufacturing materials and equipment.

¢ Raycomy Industrial H.K.) Ltd. and itssubsidiaryDong Guan Hua GanigternationalTradingCo., Ltd.
(ARaycon@) are mainly engaged in the trade of engineering plastic, composite materials and
equipment

¢ Shanghaiyikang Chemicals and Industriao., Ltd. (fiShanghai Yikang) is mainly engaged in trade
of manufacturingnaterials and import/expadousiness

¢ Othersi Other subsidiaries which were below the quantitative threshold were not listed as reportable
segments. Please refer to Note 4 for details.

Segnent revenues and results

a. The following was an analysis of thé&roups revenue and results from operations by reportable
segment:
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Adjustment

Shanghai and
Wah Lee Raycong Yikang Others Eliminated Total
For theYearended
Decembe3l, 2013
Revenues from external customer  $ 21,897,47- $ 6,019,301 $ 5,564,784 $ 916,840 $ - $ 34,398,39¢
Inter-segment revenues 3,065,358 56,198 82,483 89 (3,204,128 -
Segment revenues $ 24,962,831 $ 6,07549¢ $ 5,647,267 $ 916,929 $ (3,204,12§ $ 34,398,39¢
Segment operating income $ 464562 $ 273,410 $ 268,754 $ 12,062 $ - $ 1,018,788
Other income 66,332 33497 93,043 3,657 - 196,429
Other gains and losses 151,541 31,518 15,990 336 - 199,385
Financial costs (48,589 (16,009 (13,619 (2,360 - (80,565
Profit before income tax 633,846 322,421 364,175 13,595 - 1,334,037
Income tax expense (226,387 (60,419 (109,084 (3.889 - (399,776
Net profit after tax $ 407459 $ 262,002 $ 255,091 $ 9,709 $ - 934,261
Share ofrofit or loss of associates 304,762
Consolidated net profit $ 1,239,023
Identifiable assets $ 10,547,89¢ $ 3,79522¢ $ 4377,781 $ 1,093,638 $ (726,858 $ 19,087,68¢
Goodwill 31,654
Investment accounted for using
equity method 4,007,683
Total assets $ 23,127,025
Total liabilities $ 9117394 $ 2,127,04C $ 2,309,444 $ 608911 $ (691,4P) $ 13,471,297
For theyearended
DecembeBl, 2012
Revenues from external customer $ 20,201,511 $ 5,172,371 $ 5,366,801 $ 804591 $ - $ 31,545,274
Inter-segment revenues 2,926,07C 38,423 92,142 5,633 (3,062,269 -
Segment revenues $ 23,127,581 $ 5,210,794 $ 5458943 $ 810,224 $ (3,062,26§ $ 31,545,274
Segment operating income $ 400475 $ 221,462 $ 208,913 $ 12,761 $ - $ 843,611
Other income 52,167 19,151 82,770 1,616 - 155,704
Other gains and losses (10,389 4,283 8,500 (14,655 - (12,260
Financial costs (45,859 (13,4079 (19,1079 (1,148 - (79,52)
Profit before income tax 396,395 231,489 281,076 (1,429 - 907,534
Income tax expense (169,673 (37,82) (64,0179 (4,918 - (276,427
Net profit aftertax $ 226,724 $ 193668 $ 217,059 $ (6,349 $ - 631,107
Share of profit or loss of associate 415,701
Consolidated net profit $ 1,046,808
Identifiable assets $ 10,237,637 $ 3975,10C $ 3,704,238 $ 1,577,064 $ (2,670,087 $ 16,823,952
Goodwill 31,186
Investment accounted for using
equity method 3,511,235
Total assets $ 20,366,23¢F
Total liabilities $ 8422292 $ 1622714 $ 1,972,526 1,253,81¢ $ (1,653,037 $ 11,618,314

The accounting policies adopted for the segments of the Group did not have significant differences witt
Note 4.

Segment profit representedetiprofit before tax earned by each segment without share of profits of
associates. This was the measure reported to the chief operating decision maker for the purpose
resource allocation and assessment of segment performafmethe purpose of monitiog segment
performance and allocating resources between segmahtassets were allocated to reportable
segments other than interests in associates accounted for using the equity method
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b. Other segment information

Noncurrent
Depreciation assets increased
and amortization in the current year
For the year For the year
ended December 31 ended December 31
2013 2012 2013 2012
Wabh Lee Industrial $ 53244 $ 62954 $ 18,321 $ 17,638
Shanghai Yikang 13,538 10554 34,279 3,108
Dong Guan Hua Gang 12,339 10,468 66,393 3,893
Others 5,936 1,445 369,460 108,146

$ 85057 $ 85421 $ 488,453 $ 132,785

c. Revenue from major products and services

The folowing is ananalysisof the Grougs revenue fronecontinuingoperations from its major products
and services.

For the year ended December 3!

2013 2012
IT Industry $ 11,965,676 $ 11,938,658
Semiconductor Industry 6,041,368 5,239344
Opto-electronics 4,493,977 4,114,182
PCB Industry 2,602,734 2,512,280
FPD Industry 7,646,639 5,956,998
Others 1,648,004 1,783,812

$ 34,398,398 $ 31,545,274

d. Geographical information

The Gr eamyedanm congnuing operations from external customers by location of operations and
information about its noaurrent assets by location of assets are detailed below.

Revenue from

External Customers Non-current Assets
Year Ended December 31 Year Ended December 31
2013 2012 2013 2012
Taiwan $ 15,392,926 $ 13,441835 $ 766,217 $ 801,140
China 14,686,838 13,778,925 290,201 215,406
Others 4,318,634 4,324,514 473,304 109,780

$ 34,398,398 $ 31545274 $ 1,529,722 $ 1,126,326

Non-current assets exclude nroarrent assets classified as pestployment benefit assets, financial
instruments, deferred tax assets, gaddwill.

f. Information about major customers

Nosngl e customers contributed 10% or more to tF
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33. FIRST-TIME ADOPTION OF IFRSs
a. Basis of preparatioaf financial information undefaiwanlFRSs

The Grougs consolidated financial statements for tywar endedDecember 312013 were the first

IFRS financial statements. The Gronpt only follows the significant accounting policies stated in
Note 4 but also applies tthieme eAgdua prteinoem t osdfthdnFdRS
preparation.

b. Impact of theransition toTaiwanlFRSs

The effects of thetransition to TaiwanlFRSs on the Groups consolidated balance sheets and
consolidated statements of comprehensive incoarestated as follows:

1) Reconciliationof consolidated balance sheetof January 1, 2012: Table 1 (attached)
2) Reconciliation of consolidated balance sheet d3emembel, 2012: Table (attached).

3) Reconciliationof consolidated statement obmprehensivéncome for theyear endedDecember
31, 2012: Table3 (attached).

d. Exemptionsfrom IFRS 1

IFRS 1 establishes the procedures for @reus first consolidated financial statements prepared in
accordance withTaiwanlFRSs According to IFRS 1, théroup isrequired to determine the
accounting policies undefaiwan-IFRSs and retrospectively apply those accounting policies in its
opening balance sheet at the date of transitiofiatwanlFRSs January 1, 2012; except for optional
exemptions and mandatory exceptions to such retrospective application providedFR®ldr. The
major optional exemptions tlgroupadopted are summarized as follows:

1) Business combinations

The Groupe |l ect ed not to apply I FRS 3, ABusi ness
combinations that occurred before the date of ttimmsi Therefore, in the opening balance sheet,
the amount of goodwill generated from past business combinations gethairsame compared

with theamountunder ROC GAAP as of December 31, 2011.

The exemptionfrom applyingl FRS 3 @A Busi ne si® apfliesnb invesntentoin s 0
associates acquired in the past.

2) Deemed cost
For certain freehold lands, tt@&orporationelected to use the ROC GAAP revalued amount at the
date of transition tdaiwanlFRSsas their deemed cost undeaiwanlFRSs All other property,
plant and equipment applidéiwanlIFRSsretrospectively.

3) Employee benefits
The Groupelected to recognize all cumulative actuarial gains and laisgesainedearningsas of
the date of transition.In addition, the Group elected &pply the exemptiorirom disclosure

requirement provided by IFRS; Xhus, the experience adjustments are determined for each
accounting period prospectively from the transition date.
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4)

5)

6)

Cumulative translation differences

The Groupelectedto resetthe wimulative translation differenceamn all foreign operationt zero

and recognized the amount in retairedningsat the date of transition faiwanlFRSs Gains or
losseson subsequent disposal of any foreign operations will exclude the translafiereddes that
arose before the date of transitiomawanIFRSs

Sharebased paymerttansactions

The Group elected the exemption from applying IFRSi2S h-a a6 e d P sefraspeatively
for the shardased payment transactions granted and debtfore the date of transitioto
TaiwanlFRSs

Designation of previously recognized finanaratruments

The Group elected to designate the equity investmentspreviously carried at cost as
availablefor-sale financial assett the date of transith toTaiwanIFRSs

The effect of the abovementioned optional exemptions elected by the Group was stated in sectiol
fie. Explanations of significaméconcilng items in the transition to TaiwdraiwanlFRS® below.

Explanations of significant reconitiyy items in the transition tbaiwanlIFRSs

Material differences between tlEcounting policies undedROC GAAP andTaiwanlFRSavere as
follows:

1)

2)

3)

Time deposits witmaturity ofmore than 3 monthisom the date of acquisition

Under ROC GAAP, the teri ¢ aasichcash equivaleis used i n the financi
cash on hand, demand deposits, checking accounts, time deposits that can be readily cancelle
without eroding the principal antegotiablecertificates of deposit that can be readilydsefthout
eroding the principal

Under TaiwanlFRSs time deposits withmaturity of more than 3 month$rom the date of
acquisition with fixed or determinable payments and with no quoted prices in an active naaeket
not included in the termcash andctash equivalentsand should be reclassified ather financial
assets

Deferred income tax arising from intggoup transactions

Under ROC GAAP, there is no provision related to tax rates to be applied in calculating deferred
income tax on unreak intragroup sales.

Under TaiwarAlFRSs, deferred income tax daemporarydifferencesbetween the assearrying
amount and the tax basis of unrealized Hgmaup sales is assessed at the tax rate expected to be
applied in the period when the assetaalized and the liability is liquidated. The tax rate is the
buyer$tax rate.

Reclassificatiorof reserve for land value increment tax

Under theRegulationgGoverning the Preparation of Financial RepogtSbcurities Issuerseserve
for land valuencrement taxecognizediue to land revaluation @assifiedas noncurrent liabilities.

Under TaiwanIFRSs if the Corporation electedo use revalued carrying amounts of land as its

deemed costat the firsttime adoption of TaiwanrlFRSs the relatedreservefor land value
increment taxshould be reclassified as deferred income tax liabilities.
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4)

5)

6)

7)

8)

Classificationf deferred tavassets liabilities

Under ROCGAAP, a deferredtax asset or liability is classified as current or noncurrent in
accordancevith the classification othe underlying assetr liability. However, if a deferred tax
asset or liability does not relate to an asset or liability, then it is classified as either current or
noncurrent orthe basis ofthe expected length of time befatés realized or settled.

UnderTaiwanlFRSs a deferredax asset or liabilitghould be classified a®ncurrent.

Valuationallowance of deferred tax asset

Under ROC GAAP, if the deferred tax asset is not likely to be realized, a valuation @kéoigsan
recognized.

Under TaiwarlFRSs, thedeferredtax asset will berecognizedonly when it is probable to be
realized, and no valuation allowance account is used.

Offset of deferred tax liabilities and assets

Under ROC GAAP, the same taxable ertiyeferred tax liabilities and assets should be offset, and
only the net amount is presented.

Under TaiwarAFRSs, deferred tax assets and liabilities may be offset only when the taxes are of the
same taxable entity and levied by the same taxation autharity,the entity has a legally
enforceable right to offset the taxes.

Measurement of property, plant and equipment

Under ROCGAAP, property, plant and equipment held by fBerporationcan be revalued in
accordance with laws and regulations. Land t&nrevalued and adjusted to government
announced current land valueThe increase in the value of lamsl recognized as revaluation
incrementess the estimated reseifee land value increment tax

Under TaiwanlFRSs accounting policy for subsequentcognition of its property, plant and
equipmentis under cost modeland no land value increment is allowed to be recognized
accordingly.

Reclassificatiorof deferred charges

Under ROCGAAP, deferred charges are classified as other assets.

Under TaiwanlFRSs deferred charges should be classified as property, plant and equipment
intangible asset@repaid expensand longterm prepaid expenses by their nature.

Reclassificatiorof prepayments for equipment

Under ROCGAAP, prepayments for equipme are classified asconstruction in progress and
prepayments for equipment under property, plant and equipment.

UnderTaiwanIFRSs prepayments for equipmesithould be classified as other noncurrent assets.
Reclassification of rental assets

Under RGC GAAP and the Regulations Governing the Preparation of Financial Reports by
Securities Issuers, the rental assets were recognized as other assets.
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9)

Under TaiwanAFRSs, the rental assets that do not conform to criteria for investment property
should be reognized as property, plant and equipment.

Actuarialgains and losses under defined benefit plan

Under ROC GAAP, actuarial gains (losses) are recognized based on the corridor approach and th
amounts are amortized over the average remaining sefeic# Active plan participants.

Under TaiwanlFRSs, actuarial gains and lossesognizedn other comprehensive income should
be recognizedmmediatelyin retained earnings, and they should not be reclassified to profit or loss
in a subsequent period.

Minimum pension liability

UnderROC GAAP, nnimum pension liability is the minimum amount of pensi@bility that is
required to be recognized on the balance shd&the accrued pension liability recorded on the
books is less than threinimum amountthe differenceshall be recognized

Under TaiwarlFRSs there is no requirement fatinimum pension liability

Unrecognized net transition obligation

Under ROC GAAP unrecognizedhet transition obligation, resulting from firstne adoption of

SFAS No.B fAccounting for Pensiorisshould be amortized on a straigine basis over the
average remaining service life of active plan participants and recognized as net periodic pensior
cost.

Under TaiwarlFRSs, there is no transition application in IAS fmpoyee Benefits;
unrecognizedhet transition obligation and related amounts should be all recognized in retained
earnings at the date of transition to TaiwBRSs.

Other longtermemployedbenefits

Under ROC GAAP, there is no requirement for other itargy employee benefit.

Under TaiwarAFRSs, other longerm employedenefis are the accrued benefits of the employees,
and the benefits should be paid after twelve months from the end oféheites. The expenses
should be recognized when the empkxyerovide services which increagzruedoenefits.

10) Short-term employee benefit

Under ROC GAAP, there is no requirement for accumulatedpensatedbsences, and the costs
of compensated absences are usually recognized in the period they actually

Under TaiwanlFRSs the expected cost ofccumulatedcompensated absenceshould be
recognized when the employees render service that increases their entitletoerfuture
compensated absences.

11) The functional currency of foreign operations

Unda ROC GAAP, the functional currency is determined based on the applicable economic
indicators.

Under TaiwarAlFRSs, according to IAS 21The Effects of Changes ForeignExchange Ratésin

determining the functional currencpyiority is given to key initators, and then to secondary
indicators supporting the functional currency.
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12) Capital surplus option fromassociates

Under ROC GAAP, when there are changes in an inv@stglity, except capital and retained
earnings, the investor shall reflectchuchanges by adjusting other equity accounts related to
investments and equity method investments.

Under TaiwarlFRSs, if the changes do not affect the percentage of ownership over the investee,
the investor shall reflect such changes in equity accotditfie percentage of ownership.

Subscriptionfor new sharesf associates / subsidiaries and adjustmentspital surplus related to
equity method investments

Under ROC GAAP, when an investee issues new shares and existing shareholders do nat subscril
tonew shares at their respective pr opointhe on
equity method investewill change accordingly As there are changes in the net assets value of
the equity method investee attributable to the invester,rthestor shall reflect such changes by
adjusting capital surplus and equity method investments.

Under TaiwanlFRSs if the changes do not cause the investor to lose significant influence over
associates, the change shall be treated as a detispedalwith the related gain or loss recognized
in earnings.
In addition, theCorporationcomplied with the IFRSs FAQs published by the Taiwan Stock
Exchange, and reclassified the paiccapital which did not meet the definitions untleRSs or the
Company Actandregulations othe Ministry of Economic Affairs to retained earnings.

13) Financial assets carried at cost
Underthe Regulation§&overning the Preparation of Financial Reports by Securities Issuers, shares
that are not listed on the TSE or Taiwan TGaeSecurities Market and of which the holder has no
significant influence over the investee should be classified as financial assets carried at cost.
UnderTaiwanlFRSs equity instruments that are designated as avaifablgale financial assets or
are not designated as at FVTPL should be classified as avaitab$ale financial assets and
measured at fair value.

14) Allowance for salesliscount

Under ROC GAAP, provisionsf allowance forsalesdiscountare recognizedn the basis of past
experienceandas a reduction in revena@d accounts receivable

UnderTaiwanIFRSs the allowance for saleiscountis a present obligation with uncertain timing
and an amount that arises from past eventserefore it is reclassified as provisionander
noncurentliabilities.

15) Liquidation dividend

Under ROC GAAP, the cash dividend received fregouritiesnvestment other than investment at
FVTPL was recognized as recovery of investment cost.

Under TaiwarlFRSs, liquidation dividend isecognizedn prdfit or loss.
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Explanations omaterial adjustments to the statement of cash flows

Time deposits that can be readily cancelled without eroding the principal and negotiable certificates of
deposit that can be readily sold without eroding the princigatrthe definition of cash in accordance

with ROC GAAP. However, under IAS iiStatement of Cash Flay , cash equival en
the purpose of meeting shaerm cash commitments rather than for investment or other purposes. An
investment normallyqualifies as a cash equivalent only when it has a short maturity of, say, three
months or less from the date of acquisition. Therefore, time deposits with a carrying amount of
$1,680,295thousand and 1,176 thousand as of December 31, 2012 and Januarg012,
respectively, held by the Groupeve for investment purposes and thus no longer classified as cash
under IFRSs.

According to ROC GAAP, interest paid and received and dividends received are classified as operating
activities while dividends paid arclassified as financing activities. Additional disclosure is required
for interest expenses when reporting cash flow using indimeethod. However, under IAS 7
fStatement of Cash Flay |, cash flows from interest aehrbd di
disclosed separately. Each shall be classified in a consistent manner from period to period a:
operating, investing or financing activities. Therefore, interests and dividends received by the Group
of $65,542thousand and 4,927 thousand, respseely, and the interest paid by the Group of
$79,491 thousandor the year ended December 31, 2012 were presented separately at the date of
transition to IFRSs.

Except for the above differences, there are no other significant differences between RE®CaGRA
IFRSs in the consolidated statenssoitcash flows.
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WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

RECONCILIATION OF CONSOLIDATED BALANCE SHEET

JANUARY 1, 2012

(In Thousands of New Taiwan Dollars)

TABLE 1

Assets Liabilities and Stockholders 6 Equi t y
Effects of Transition to Taiwan-IFRSs Effects of Transition to Taiwan-IFRSs
Recognition or Recognition or
ROC GAAP Presentation Measurement Taiwan-IFRSs ROC GAAP Presentation Measurement Taiwan-IFRSs
Item Amount Difference Difference Amount Item Note (Note 1) Item Amount Difference Difference Amount Iltem Note (Note 1)
CURRENT ASSETS CURRENT ASSETS CURRENT LIABILITIES CURRENT LIABILITIES
Cash and Cash equivalents $ 2,112,011 $ (791,176) $ - 1,320,835 Cash and Cash equivalents h-1 Shortterm loans $ 3,353,925 $ - $ - $ 3,353,925 Shortterm loans
Financial assets at fair value through 10,055 - - 10,055 Financial assets at fair value through Financial liabilities at fair value througk 249 - - 249 Financial liabilities at fair value througt
profit or loss- current profit or loss- current profit or loss- current profit or loss- current
Available-for-sale financial assets 348,591 - - 348,591 Available-for-sale financial assets Shortterm bills payable 50,000 - - 50,000 Shortterm bills @yable
current current Notes payable 585,112 - - 585,112 Notes payable
Notes receivable, net 616,663 - - 616,663 Notes receivable, net Notes payable related parties 200,396 - - 200396 Notes payable related parties
Notes receivablerelated parties 164 - - 164 Notes receivablerelated parties Accounts payable 3,306,595 - - 3,306,595 Accounts payable
Accounts receivable, net 7,126563 8,645 - 7,135,208 Accounts receivable, net h-14 Accounts payablerelated parties 241,781 - - 241,781 Accounts payablerelated parties
Accounts receivablerelated parties 49,141 - - 49,141 Accouwnts receivable related parties Income tax payable 130,032 - - 130,032 Current tax liabilities
Other receivables 112,711 - - 112,711 Other receivables Accrued expenses 505,705 - 28,192 533,897 Other payables g-3, h9, 10
Other receivablesrelated parties 5,084 - - 5,084 Other receivablesrelated parties Other payables 39,927 - - 39,927 Other payablesother
Other financial assets - 791,176 - 791,176 Other financial assetscurrent h-1 Current portion of longerm debt 9,034 - - 9,034 Current portion of longerm debt
Inventories 3,228,657 - - 3,228,657 Inventories Others 145,686 8,645 - 154,331 Other current liabilities other h-14
Prepayments and others 390,727 - - 390,727 Prepayments and others Total current liabilities 8,568,442 8,645 28,192 8,605,279 Total current liabilities
Deferred tax assets 87,315 (87,315) - - -
Total currentassets 14,087,682 (78,670) - 14,009,012 Total currentassets h-4 NONCURRENT LIABILITIES
LONG-TERM DEBT 1,569,207 - - 1,569,207 Long-term debt
LONG-TERM INVESTMENTS NONCURRENT ASSETS
Investments accounted for by the equit 3,180,524 - (8,122) 3,172,402 Investments accountddr using equity h-12, Note 2 RESERVE FOR LAND VALUE 8,894 (8,894) - - - h-3
method method INCREMENT TAX
Financial assets at fair value through 91,350 - - 91,350 Financid assets at fair value through
profit or loss- noncurrent profit or loss- noncurrent OTHER LIABILITIES
Available-for-sale financial assets 76,423 - 195000 271,423 Available-for-sale finanal assets h-13, 15 - - - 14,022 14,022 Provision- noncurrent h-9
- noncurrent Accrued pension liabilities 231,850 - 30,592 262,442 Accrued pension liabilities g-3, h9
Financial assets carried aist 137,931 - (137,931) - - h-13 Guarantee deposits received 1,453 - - 1,453 Guarantee deposits received
Total longterm investments 3,486,228 - 48,947 Deferred tax liabilities 401,602 28,344 - 429,946 Deferred tax liabilities h-3, h4
Total other liabilities 634,905 28,344 44,614
PROPERTY, PLANT AND EQUIPMENT
Cost 1,282,035 171,046 27352 1,480,433 Property, plant and equipment g-2, h5,h8 Total longterm and other liabilities 2,213,006 19,450 44,614 2,277,070 Total noncurrent liabilities
Land revaluation increment 27,352 - (27,352) - - g-2,h5
Less: Accumulated depreciation 411,581 50,871 - 462,452 Less: Accumulated depreciation h-6, h8 Total liabilities 10,781,448 28,095 72,806 10,882,349 Totalliabilities
897,806 120,175 - 1,017,981
EQUITY EQUITY ATTRIBUTABLE TO OWNERS
Prepayments for equipment 239 (239) - - Prepayments for equipment h-7 OF THE CORPORAION
St o ¢ k heglity &f paseidt company
Net property, plant and equipment 898,045 119,936 - 1,017,981 Net property, plant and equipment Common stock 2,313,901 - - 2,313,901 Ordinary shees
Capital surplus 1,268,203 - (57,364) 1,210,839 Capital surplus h-12
INTANGIBLE ASSETS Retained earnings 3,921,928 - 72,302 3,994,230 Retained earnings g-2, 3,04,
Compuer software - 47,673 - 47,673 Computer software h-6 h-2, h9, 10,
Deferred pension cost 80,332 - (80,332) - - h-9 h-12, k15
Goodwill 32,410 - - 32,410 Goodwill Other equity Other equity
Total intangible assets 112,742 47,673 (80,332) Cumulative translation 189,980 - (189,980) - Exchange differences on translating g4
adustment foreign operations
OTHER ASSETS Net loss not recognized as (60,452) - 60,452 - - h-9
Rental assets 30,449 (30,449) - - - h-8 pension cost
Refundable deposits 92,795 - - 92,795 Refundable deposits Unrealized gains (loss) on (38,828) - 62,409 23,581 Unrealized gain on availabfer-sale  h-13, k15,
Deferred charges 182,130 (182,130) - - - h-6 financial indruments financial assets Note2
Restricted assets 320 (320) - - - Unrealized revaluation 13,649 - (13,649) - - g-2
- - 320 - 320 Other financial assets increment
- - 106,765 37,962 144,727 Deferred tax assets g-3, h2, h4, Total other equity 104,349 - (80,768) 23,581 Total other equity
h-9, h10
- - 44,970 - 44,970 Other noncurrent assets h-6, h7 Total stockholder 7,608,381 - (65,830) 7,542,551 Total equity attributable to owners of
Total other assets 305,694 (60,844) 37,962 4,916,051 Total noncurrent assets company the corporation
Minority interest 500,562 - (399) 500,163 NON-CONTROLLING INTERESTS h-10
Total stockholde 8,108,943 - (66,229) 8,042,714 Total stockholder
TOTAL $ 18,890,391 $ 28,095 $ 6,577 $ 18,925,063 TOTAL TOTAL $ 18,890,391 $ 28,095 $ 6,577 $ 18,925,063 TOTAL
Note 1: Refer to NoteB d. Exemptions from IFRS 1 ared Explanations of significant reconciling items in the transition to Tail#&Ss.

Note 2: The recognition or measurement differences between ROC GAAP and-TREiR&mwere recognized according kaseholding.

-70-



WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

RECONCILIATION OF CONSOLIDATED BALANCE SHEET

DECEMBER 31, 2012

(In Thousands of New Taiwan Dollars)

TABLE 2

Assets Liabilities and Stockholdersdé Equity
Effects of Transition to Taiwan-IFRSs Effects of Transition to Taiwan-IFRSs
Recognition or Recognition or
ROC GAAP Presentation Measurement Taiwan-IFRSs ROC GAAP Presentation Measurement Taiwan-IFRSs
Item Amount Difference Difference Amount Item Note (Note 1) Item Amount Difference Difference Amount Item Note (Note 1)
CURRENT ASSETS CURRENT ASSETS CURRENT LIABILITIES CURRENT LIABILITIES
Cash and Cash equivalents $ 3,256,691 $ (1,680,295) $ - 1,576,396 Cash and Cash equivalents h-1 Shortterm loans $ 3,632,371 $ - $ - $ 3,632,371 Shortterm loans
Available-for-sale financial assets 162,914 - - 162,914 Available-for-salefinancial assets Notes payable 327,099 - - 327,099 Notes payable
current current Notes payable related parties 201,807 - - 201,807 Notes payable related parties
Notes receivable, net 753999 - - 753,999 Notes receivable, net Accounts payable 4,127,371 - - 4,127,371 Accounts payable
Accounts receivable, net 7,722,091 17,851 - 7,739,942 Accounts receivable, net h-14 Accounts payablerelated parties 274,279 - - 274,279 Accounts payablerelated parties
Accounts receivablerelated parties 65,878 - - 65,878 Accounts receivablerelated parties Income tax payable 79,477 - - 79,477 Current tax liabilities
Other receivables 50,298 - - 50,298 Other receivables Accrued expenses 490,763 - 25,259 516,022 Other payables -3, h9, k10
Other receivablesrelated parties 3,415 - - 3,415 Other receivablesrelated parties Other payables 23,102 - - 23,102 Other payablesother
Other financial assets - 1,680,295 - 1,680,295 Other financial assetscurrent h-1 Current portion of longerm dét 9,034 - - 9,034 Current portion of longerm debt
Inventories 2,649,570 - - 2,649,570 Inventories Others 84,161 17,851 - 102,012 Other liabilities- other h-14
Prepayments and others 248,437 - - 248,437 Prepayments and others Total current liabilities 9,249,464 17,851 25,259 9,292,574 Total current liabilities
Deferred tax assets 89,055 (89,055) - - - h-4
Total currentassets 15,002,348 (71,204) - 14,931,144 Total currentassets NONCURRENT LIABILITIES
LONG-TERM DEBT 1,561,373 - - 1,561,373 Long-term debt
LONG-TERM INVESTMENTS NONCURRENT ASSETS
Investments accounted for by the equit 3,526,921 - (15,686) 3,511,235 Investments accounted for using equitt  h-12, Note 2 RESERVE FOR LAND VALUE 8,894 (8,894) - - - h-3
method method INCREMENT TAX
Financial assets at fair value through 93,285 - - 93,285 Financial assets at fair value through
profit or loss- noncurrent profit or loss- noncurrent OTHER LIABILITIES
Available-for-sale financial assets 82,886 - 369,346 452,232 Available-for-sale financial assets h-13, 15 - - - 14,760 14,760 Provision- noncurrent h-9
- noncurrent h-13 Accrued pension liabilities 245,453 - 36,434 281,887 Accrued pension liabilities g-3, h9
Financial assets carried at cost 110,239 - (110,239) - - Guarantee deposits received 684 - - 684 Guarantee deposits received
Total longterminvestments 3,813,331 - 243,421 Deferred tax liabilities 441,747 25,289 - 467,036 Deferred income tax liabilities h-3, h4
Total other liabilities 687,884 25,289 51,194
PROPERTY, PLANT AND EQUIPMENT
Cost 1,298,958 172,238 27,352 1,498,548 Property, plant and equipment -2, h5,h8 Total longterm and dter liabilities 2,258,151 16,395 51,194 2,325,740 Total noncurrent liabilities
Land revaluation increment 27,352 - (27,352) - - g-2, h5
Less: Accumulated depreciation 449,938 73,984 - 523,922 Less: Accumulated depreciation h-6, h8 Total liabilities 11,507,615 34,246 76,453 11,618,314 Totalliabilities
876,372 98,254 - 974,626
EQUITY EQUITY ATTRIBUTABLE TO OWNERS
Prepayments for equipment 70,640 (70,640) - - Prepayments for equipment h-7 OF THE CORPORATION
St o c k henquityd & paseid company
Net propery, plant and equipment 947,012 27,614 - 974,626 Net property, plant and equipment Common stock 2,313,901 - - 2,313,901 Ordinary shares
Capital surplus 1,303,820 - (57,364) 1,246,456 Capital surplus h-12
INTANGIBLE ASSETS Retained earnings 4,370,858 - 67,747 4,438,605 Retained earnings 0-2, 03, ¢4,
Computer software - 37,032 - 37,032 Computer software h-6 h-2, h9, h10
Deferred pension cost 73,340 - (73,340) - - h-9 h-12, k15
Goodwill 31,186 - - 31,186 Goodwill Other equity Other equity
Total intangible assets 104,526 37,032 (73,340) Cumulative translation 45,709 - (189,980) (144,271) Exchange differences on translating g4
adjustment foreign operations
OTHER ASSETS Net loss not reagnized as (66,882) - 66,882 - - h-9
Rental assets 30,126 (30,126) - - - h-8 pension cost
Refundable deposits 76,304 - - 76,304 Refundable deposits Unrealized gains (loss) on 59,291 - 259,256 318,547 Unrealized gain on availabfer-sale  h-13, k15,
Deferred charges 148,868 (148,868) - - - h-6 financial instruments financial assets Note 2
Restricted assets 320 (320) - - - Unrealized revaluation 13,649 - (13,649) - - g-2
- - 320 - 320 Other financial assets increment
Deferredtax assets 378 105,450 38,833 144,661 Deferred tax assets -3, h2, h4, Total other equity 51,767 - 122,509 174,276 Total other equity
h-9, h10
- - 114,348 - 114,348 Other noncurrent assets h-6, h 7 Total stockho 8,040,346 - 132,892 8,173,238 Total equity attributable to owners of
Total other assets 255,996 40,804 38,833 5,435,229 Total noncurrent assets paret
company the corporation
Minority interest 575,252 - (431) 574,821 NON-CONTROLLING INTERESTS h-10
Totalstockk | der s6 equi 8,615,598 - 132,461 8,748,059 Tot al stockholdersd
TOTAL $ 20,123,213 $ 34,246 $ 208,914 20,366,373 TOTAL TOTAL $ 20,123,213 $ 34,246 $ 208,914 $ 20,366,373 TOTAL
Note 1. Refer to Note 38, Exemptions from IFRS 1 ared Explanations of significant reconciling items in the transition to Tail#&Ss.

Note 2: The recognition or measurement differences between ROC GAAP and-TRiR&swere recognideaccording to shareholding.
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WAH LEE INDUSTRIAL CORPORATION AND SUBSIDIARIES

RECONCILIATION OF CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2012

(In Thousands of New Taiwan Dollars)

TABLE 3

ROC GAAP

Effects of Transition to Taiwan-IFRSs

Item

OPERATING REVENUES
Net sales
Commission revenue
Other operating revenue
Total operating revenues

OPERATING COSTS
Cost of goods sold
Other operating costs
GROSS PROFIT
OPERATING EXPENSES
Selling and marketing expenses
General and administrative expenses
Total operating expenses
OPERATING INCOME
NONOPERATING INCOME AND GAINS
Interest income
Investment income recognizedder equity method
Gain on disposal of property, plant and equipment
Gain onsale of investments
Exchange gain, net
Valuation gain on financial assets
Valuation gain on financial liabilities
Others
Total nonoperating income and gains

NONOPERATING EXPENSES AND LOSSES
Interest expense
Loss on disposal of property, plant and equipment
Impairment loss
Others
Total nonoperating expenses and losses
INCOME BEFORE INCOME TAX
INCOME TAX
NET INCOME

NET PROFIT ATTRIBUIABLE TO
Owners of the Corporation
Non-controlling interests

Note 1: Refer to Note 38, Exemptions from IFRS 1, ared Explanations of significant reconciling items in the transition to Tail#&Ss.

Note 2: Thaecognition or measurement differences between ROC GAAP and FHR&s were recognized according to shareholding.

Amount

$ 31,329,267
176,352

39,655

31,545,274

28,667,865
19,524
28,687,389
2,857,885

1,648,529
374,964
2,023,493
834,392

65,542
417,542
1,456
4,101
20,316
2,182
939

90162

602,240

79,521

2,956

26,027

12,670

121,174
1,315,458
275,263

$ 1,040,195

$ 981,127

59,068

$ 1,040,195

Presentation
Difference

Recognition or
Measurement
Difference

-72-

Taiwan-IFRSs

Amount

$ 31,329,267
176,352

39,655

31,545,274

28,667,865
19,524
28,687,389
2,857,885

1,643,999
370,275
2,014,274
843,611

65,542
415,701
1,456
4,201
20,316
2,182
939

90,162

600,499

79,521
2,956
26,027

12,371

120,875
1,323,235
276,427
1,046,808
(102,905)

234,385
12,838

(11,972)
22,771

155,117

$ 1,201,925
$ 987,772

59,036

$ 1,046,808

$ 1,127,267
74,658
$ 1,201,925

Item Note 1

OPERATING REVENUES
Net sales
Commission revenue
Other operating revenue
Total operating revenues

OPERATING COSTS
Cost of goods sold h
Other operating costs h-8, 9, h-10
GROSS PROFIT
OPERATING EXPENSES
Selling and marketing expenses
General and administrative expenses
Total operating expenses
OPERATING INCOME
NONOPERATING INCOME AND GAINS
Interest income
Share of the profit or loss of associates Note 2
Gain on disposal of property, plant and equipment
Gain on sale of investments
Exchange gain, net
Gain on financial assettesignated as at FVTPL

Others

NONOPERATING EXPENSES AND LOSSES
Financial costs
Loss on financial assets at faalue through profit or loss
Impairment loss
Others h-8
Total nonopeating expenses and losses
PROFIT BEFORE INCOME TAX
INCOME TAX EXPENSES
NET PROFIT
EXCHANGE DIFFERENCES ON TRANSLATING FOREIGN
OPERATIONS
UNREALIZED GAIN ON AVAILABLE -FOR-SALE
FINANCIAL ASSETS
SHARE OF THE OTHER COMPREHENSIVE INCOME OF
ASSOCIATES
ACTUARIAL GAINS ON DEFINED BENEFIT PLAN
INCOME TAX RELATING TO THE COMPONENTS OF
OTHER COMPREHENSIVE INCOME
OTHER COMPREHENSIVE INCOME FOR THE PERIOD,
NET OF INCOME TAX
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD
NET PROFIT ATTRIBUIABLE TO
Owners of the Corporation
Non-controlling interests

h-2, 9, 10

TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO
Ownersof the Corporation
Non-controlling interests



