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INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

The Board of Directors and Stockholders
HTC Corporation

We have reviewed the accompanying consolidatednbalaheets of HTC Corporation and its subsidiaries
(collectively referred to as the “Company”) as efpSmber 30, 2013, December 31, 2012, Septemb&03Q,
and January 1, 2012, and the related consolidastensents of comprehensive income for the threetimson
ended September 30, 2013 and 2012, nine monthsl Sefgember 30, 2013 and 2012, and changes iryequit
and cash flows for the nine months ended Septer@Ber2013 and 2012. These consolidated financial
statements are the responsibility of the Companyemagement. Our responsibility is to issue a tepor
these consolidated financial statements based oreviews.

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

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

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

Based on our reviews, we are not aware of any mateodifications that should be made to the cadated
financial statements referred to above for thembéoin conformity with the Regulations Governing the
Preparation of Financial Reports by Securities dssuand International Financial Reporting Standard
“First-time Adoption of International Financial Reping Standards” and International Accounting Stad 34
“Interim Financial Reporting” endorsed by the Fio@h Supervisory Commission of the Republic of Ghin

November 5, 2013
Notice to Readers

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

For the convenience of readers, the independerdwattants’ review report and the accompanying cadatéd
financial statements have been translated into Ehdlkom the original Chinese version prepared aséd in
the Republic of China. If there is any conflictviseen the English version and the original Chinesesion or
any difference in the interpretation of the twosiens, the Chinese-language independent accouhtavisw
report and consolidated financial statements shm#vail. Also, as stated in Note 4 to the consuéd
financial statements, the additional footnote discres that are not required under accounting pggles and
practices generally applied in the Republic of Ghimere not translated into English.
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HTC CORPORATION AND SUBSIDIARIES

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

September 30, September 30, September 30, September 30,
ASSETS 2013 December 31, 2012 2012 January 1, 2012 LIABILITIES AND EQUITY 2013 December 31, 2012 2012 January 1, 2012
CURRENT ASSETS CURRENT LIABILITIES
Cash and cash equivalents (Note 6) $ 43,119,840 $ 50,966,143 $ 45,287,862 $ 62,026,758 Financial liabilities at fair valtieough profit or
Financial assets at fair value through profit @sle loss - current (Notes 7 and 31) 19,871 - 137,633 -
current (Notes 7 and 31) - 6,950 - 256,868 Derivative financial liabilities for déhging - current
Available-for-sale financial assets - current (Notes 10 and 31) - - 82,213 -
(Notes 8 and 3: - 37,90 50,52( 736,03: Note and trade payables (Notes 19 an¢ 54,374,04 73,618,19 64,776,18 78,473,13
Held-to-maturity financial assets - current (Ndes Other payables (Notes 20 and 32) 42,473,734 39,267,173 39,687,249 47,595,791
and 31) 100,185 101,459 - - Current tax liabilities 138,292 2,713,373 3,895,103 10,570,682
Derivative financial esets for hedgin- current Provisions- current (Note 21 6,449,21 8,881,51 11,847,66 15,133,27
(Notes 10 and 3 - 204,51¢ - - Other current liabilities (Note 2 1,933,53 1,788,10 2,412,94. 1,661,14
Note and trade receivables, net (Notes 13 and 32) 30,933,802 41,253,826 40,798,544 64,719,791
Other receivables (Note 13) 2,167,035 1,524,269 1,657,611 1,947,665 Total current liabilities 105,388,685 126,268,363 122,838,995 153,434,018
Other receivable- related parties (Notes 13 and - 6,600,09 6,619,95 96€
Current tax assets 391,628 61,532 104,405 263,116 NON-CURRENT LIABILITIES
Inventories (Note 14) 26,022,627 23,809,377 21,396,402 28,430,590 Deferred tax liabilities 683,091 647,936 345,148 340,261
Prepayments (Note 15) 6,350,136 4,965,814 5,741,555 6,507,516 Guarantee deposits received 261,320 59,999 122,830 42,946
Other current financial assets (Notes 6, 12 and 33) 2,805,927 6,561,444 8,878,513 25,543,450
Other current assets 133,524 39,097 3,333 249,644 Total non-current liabilities 944,411 707,935 467,978 383,207
Total current assets 112,024,704 136,132,425 130,538,696 190,682,395 Total liabilities 106,333,096 126,976,298 123,306,973 153,817,225
NON-CURRENT ASSETS EQUITY ATTRIBUTABLE TO OWNERS OF THE
Available-for-sale financial asse- nor-current PARENT Note 23
(Notes 8 and 31) 214 197 183 279 Share capital - common stock 8,501,395 8,520,521 8,520,521 8,520,521
Held-to-maturity financial assets - non-current Capital surplus 15,475,351 16,601,557 16,601,557 16,601,557
(Notes 9 and 3: - - 202,07( 204,59° Retained earnini
Financial assets measured at « nor-current Legal reserv 18,149,35 16,471,25 16,471,25 10,273,67
(Notes 11 and 31) 4,520,429 4,304,907 3,962,435 3,408,654 Special reserve 854,138 - - 580,856
Investments accounted for using equity mett Accumulated earnin: 47,796,98 53,630,77 52,610,97 75,687.7¢8
(Note 16 5,477,51 5,892,16 5,663,05 71,73: Total retained earnin 66.,800.,47 70,102,03 69,082,22 86.542,00
Property, plant and equipment (Notes 17 and 32) 25,551,795 25,990,766 25,798,488 21,715,633 Other equity (298.498) (885,925) (1,106.860) 2,939
Intangible assets (Note 18) 9,381,477 11,683,170 12,296,512 22,767,479 Treasury shares (13,329,182) (14,065,490) (14,065.,490) (10,365,144)
Defered tax asse 8,830,161 8,689,84 8,847,58 6,319,97:
Refundable deposits 174,859 190,142 185,409 185,306 Total equity attributable to ownershef
Long-term receivables (Notes 13 and 29) 5,645,128 4,369,350 4,397,025 - parent 77,149,543 80,272,694 79,031,957 101,301,881
Prepaid pension cost - non-current (Note 22) 137,535 119,273 118,632 100,651
Other non-current assets (Note 15) 11,738,813 9,876,752 10,328,832 10,655,126 NON-CONTROLLING INTEREST - - - 992,724
Total non-current assets 71,457,935 71,116,567 71,800,234 65,429,435 Total equity 77,149,543 80,272,694 79,031,957 102,294,605
TOTAL $ 183,482,639 $ 207,248,992 $ 202,338,930 $ 256,111,830 TOTAL $ 183,482,639 $ 207,248,992 $ 202,338,930 $ 256,111,830

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



HTC CORPORATION AND SUBSIDIARIES

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

Three Months Ended September 30 Nine Months Ended September 30

2013 2012 2013 2012
REVENUES (Notes 24 and 32) $ 47,047,567 $ 70,176,838 $ 160,502,999 $ 229,007,295
COST OF REVENUES (Notes 14, 25 and 32) 37,471,576 52,620,359 125,868,182 169,897,951
GROSS PROFIT 9,575,991 17,556,479 34,634,817 59,109,344
OPERATING EXPENSES (Notes 25 and 32)
Selling and marketing 7,554,445 7,174,065 21,745,830 23,935,405
General and administrative 2,668,447 1,423,108 5,833,096 4,862,501
Research and development 2,857,192 4,030,309 9,466,735 12,108,699
Total operating expenses 13,080,084 12,627,482 37,045,661 40,906,605
OPERATING (LOSS) PROFIT (3,504,093) 4,928,997 (2,410,844) 18,202,739
NON-OPERATING INCOME AND EXPENSES
Other income (Note 25) 447,235 257,915 956,771 846,578
Other gains and losses (Note 25) 113,984 (1,404,224) (31,063) (857,368)
Finance costs (6,520) (1,056) (8,393) (1,555)
Share of the profit or loss of associates and joint
ventures (Note 16) (24,927) 137,725 146,795 125,656
Total non-operating income and expenses 529,772 (1,009,640) 1,064,110 113,311
(LOSS) PROFIT BEFORE INCOME TAX (2,974,321) 3,919,357 (1,346,734) 18,316,050
INCOME TAX (Note 26) (585) (224,715) 292,365 1,718,526
(LOSS) PROFIT FOR THE PERIOD (2,973,736) 4,144,072 (1,639,099) 16,597,524
OTHER COMPREHENSIVE INCOME AND LOSS
Exchange differences on translating foreign
operations (Note 23) (527,459) (499,887) 793,242 (1,040,492)
Unrealized gains (losses) on available-for-sale
financial assets (Note 23) 62 (10,373) (11,763) 19,214
Cash flow hedge (Notes 10 and 23) - (70,527) (194,052) (88,521)
Other comprehensive income and loss for the
period, net of income tax (527,397) (580,787) 587,427 (1,109,799)

TOTAL COMPREHENSIVE (LOSS) INCOME FOR
THE PERIOD $ (3501,133) $ 3563285 $ (1,051,672) $ 15,487,725

ALLOCATIONS OF (LOSS) PROFIT FOR THE
PERIOD ATTRIBUTABLE TO
Owners of the parent $ (2,973,736) $ 3,941,423 $ (1,639,099) $ 15,789,306
Non-controlling interest - 202,649 - 808,218

$ (2973,736) $ 4,144,072 $ (1,639,099) $ 16,597,524

ALLOCATIONS OF TOTAL COMPREHENSIVE
(LOSS) INCOME FOR THE PERIOD
ATTRIBUTABLE TO
Owners of the parent $ (3,501,133) $ 3,360,636 $ (1,051,672) $ 14,679,507
Non-controlling interest - 202,649 - 808,218

$ (3501,133) $ 3563285 $ (1,051,672) $ 15,487,725
(Continued)

-3-



HTC CORPORATION AND SUBSIDIARIES

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

Three Months Ended September 30 Nine Months Ended September 30

2013 2012 2013 2012
(LOSS) EARNINGS PER SHARE (Note 27)
Basic (loss) earnings per sh $(3.58) $4.74 $(1.97) $18.97
Diluted (loss) eenings per sha $(3.58) $4.74 $(1.97) $18.88
The accompanying notes are an integral part ofdnsolidated financial statements. (Concluded)



HTC CORPORATION AND SUBSIDIARIES

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

Equity Attributable to Owners of the Parent

Other Equity

Unrealized
Exchange Gains (Losses)
Differences on  on Available- Total Equity
Retained Earnings Translating for-sale Attributable to
Share Capital Accumulated Foreign Financial Cash Flon Treasury Owners of Non-controlling
Common Stock Capital Surplus  Legal Reserve Special Reserve Earnings Operations Assets Hedge Shares the Parent Interest Total Equity

BALANCE, JANUARY 1, 201: $ 8,520,52 $ 16,601,55 $ 10,27367 $ 580,85 $ 75,687,47 $ -8 293¢ $ - $ (10,365,14) $ 101,301,888 $ 992,72:  $ 102,294,60
Appropriation of 2011 earnings

Legal reserv - - 6,197,581 - (6,197,58i) - - - - - - -

Special reserve reversed - - - (580,856) 580,856 - - - - - - -

Cash dividends - - - - (33,249,085) - - - - (33,249,085) - (33,249,085)
Profit for the nine months ended September 30, 2012 - - - - 15,789,306 - - - - 15,789,306 808,218 16,597,524
Other comprehensive income and loss for the ninetisoended

September 30, 2012 - - - - - (1,040,492) 19,214 (88,521) - (1,109,799) - (1,109,799)
Purchase of treasury shares - - - - - - - - (3,700,346) (3,700,346) - (3,700,346)
Change in non-controlling interest - - - - - - - - - - (1,800,942) (1,800,942)
BALANCE, SEPTEMBER 30, 201 $ 8,520,52 $ 1660155 $ 1647125 $ - $ 5261097 $ (1,04049) $ 22,15 § (88,52) $ (14,065,49) $ 7903195 § - $ 79,031,95
BALANCE, JANUARY 1, 2013 $ 8520521 $ 16,601,557 $ 16,471,254 $ - $ 53630777 $ (1,089,693) $ 9,716 $ 194,052 $ (14,065,490) $ 80,272,694 $ - $ 80,272,694
Appropriation of 2012 earnin

Legal reserve - - 1,678,096 - (1,678,096) - - - - - - -

Special reserve - - - 854,138 (854,138) - - - - - - -

Cash dividenc - - - - (1,662,45) - - - - (1,662,45) - (1,662,45)
Loss for the nine months ended September 30, 2013 - - - - (1,639,099) - - - - (1,639,099) - (1,639,099)
Other comprehensive income and loss for the ninetinscended

September 30, 2013 - - - - - 793,242 (11,763) (194,052) - 587,427 - 587,427
Purchase of treasury she - - - - - - - - (409,029 (409,029 - (409,029
Retirement of treasury stock (19,126) (1,126,206) - - - - - - 1,145,332 - - -
BALANCE, SEPTEMBER 30, 201 $ 850139 $ 1547535 $ 18,149,35 $ 854,13t $ 47,796,98 $ (296.45) $ (2,047) $ - $ (13,329,18) $ 77,149,554 $ - $ 7714954

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




HTC CORPORATION AND SUBSIDIARIES

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

CASH FLOWS FROM OPERATING ACTIVITIES
(Loss) profit before income tax
Adjustments for:
Depreciation
Amortization
Impairment loss recognized on trade receivables
Finance costs
Interest income
Dividend income
Share of the profit or loss of associates and pentures
Losses on disposal of property, plant and equipment
Transfer of property, plant and equipment to expens
Gains on sale of investments
Impairment loss recognized on financial assets oredsat cost
Impairment losses on non-financial assets
(Gain) loss on disposal of subsidiaries
Changes in operating assets and liabilities
Decrease in financial instruments held for trading
Decrease in derivative financial instruments faddieg
Decrease in note and trade receivables
(Increase) decrease in other receivables
Decrease in other receivables - related parties
(Increase) decrease in inventories
Increase in prepayments
Increase in other current assets
(Increase) decrease in other non-current assets
Decrease in note and trade payables
Increase (decrease) in other payables
Decrease in provisions
Increase in other current liabilities
Cash (used in) generated from operations
Interest received
Interest paid
Income tax paid

Net cash (used in) generated from operating aietivit

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds on sale of available-for-sale financisg¢ss
Payments to acquire financial assets measuredt co
Net cash outflow on acquisition of subsidiaries
Net cash inflow (outflow) on disposal of subsidggsri
Payments for property, plant and equipment

Nine Months Ended September 30

2013 2012
$ (1,346,734) $ 18,316,050
2,163,076 1,773,410
1,497,393 1,539,792
1,009,364 507,486
8,393 1,555
(409,458) (449,127)
(16,282) (19,918)
(146,795) (125,656)
2,555 1,634
- 8,471
(29,735) (49,084)
- 1,199,045
1,424,478 1,135,243
(175,436) 214,268
26,821 394,501
204,519 82,213
9,283,985 19,832,814
(683,523) 306,843
- 966
(3,109,103) 3,997,736
(1,906,586) (2,039,166)
(105,440) (120,168)
(1,880,323) 267,794
(19,213,479) (8,773,944)
3,886,917 (6,522,930)
(2,432,302) (3,285,609)
154,919 927,940
(11,792,776) 29,122,159
452,839 432,211
(8,393) (1,555)
(3,302,711) (10,758,118)
(14,651,041) 18,794,697
56,738 829,071
(153,789) (1,927,162)
- (10,485)
144,266 (647,609)
(2,116,148) (5,434,424)
(Continued)



HTC CORPORATION AND SUBSIDIARIES

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

Proceeds from disposal of property, plant and eqgaig
Increase in refundable deposits

Decrease in refundable deposits

Increase in other receivables - related parties
Decrease in other receivables - related parties
Payments for intangible assets

Decrease in other current financial assets

Increase in prepayments for equipment in transit
Dividend received

Net cash generated from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Cash dividends
Payments for treasury shares
Increase in guarantee deposits received
Change in non-controlling interest
Net cash used in financing activities

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

Nine Months Ended September 30

The accompanying notes are an integral part ofdinsolidated financial statements.

2013 2012
856 36,866
- (8,985)
11,607 -
- (6,600,093)
6,600,093 -
(199,017) (555,474)
3,755,517 16,647,231
(37,572) (151,617)
661,896 19,918
8,724,447 2,197,237
(1,662,455) (33,249,085)
(409,024) (3,700,346)
201,321 79,884
- (1,800,942)
(1,870,158) (38,670,489)
(49,551) 939,659
(7,846,303) (16,738,896)
50,966,143 62,026,758
$ 43,119,840 $ 45,287,862
(Concluded)



HTC CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NINE MONTHS ENDED SEPTEMBER 30, 2013 AND 2012
(In Thousands of New Taiwan Dollars, Unless StateOtherwise)
(Reviewed, Not Audited)

1. ORGANIZATION AND OPERATIONS

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

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

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

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approyeithe board of directors and authorized for issoe
November 5, 2013.

3. APPLICATION OF NEW AND REVISED STANDARDS, AMEND MENTS AND
INTERPRETATIONS

In addition to the disclosure in Note 3 to the adigsited financial statements as of March 31, 2GHBC
and its entire controlled subsidiaries (the “Comydarhave not applied the International Financial
Reporting Standards, International Accounting Saaas, International Financial Reporting Interprietad,
and Standing Interpretations (collectively, theREs") that have been issued by the IASB. As ofdtte
that the consolidated financial statements wereagisl and authorized for issue, the Financial Stigery
Commission (“FSC”) has not announced the effectiges for the following new and revised Standards,
Amendments and Interpretations:

Effective Date
Announcedby
New, Revised Standards, Amendments and Interpretains IASB (Note)

Amendments to IAS 36 Recoverable Amount Disclosures for Non-financiaééts January 1, 2014

Amendments to IAS 39 Novation of Derivatives and Continuation of Hedge January 1, 2014
Accounting
IFRIC 21 Levies January 1, 2014

Note: Unless otherwise noted, the above new aridaé\standards, Amendments and Interpretations are
effective for annual periods beginning on or after respective effective dates.



Except for the following, the initial applicatiorf the above new and revised Standards, Amendmeadts a
Interpretations had not had any material impadhenCompany’s accounting policies:

IFRS 9: Financial Instruments

e With regards to financial assets, IFRS 9 requatesecognized financial assets that are withindbape
of IAS 39 “Financial Instruments: Recognition akidasurement” to be subsequently measured at
amortized cost or fair value. Specifically, final@ssets that are held within a business modebke/h
objective is to collect the contractual cash floasd that have contractual cash flows that ardysole
payments of principal and interest on the princméktanding are generally measured at amortized co
at the end of subsequent accounting periods. #ikrofinancial assets and equity investments are
measured at their fair value at the balance shaet d

e As for financial liabilities, the main changes avih regard to the classification and measurenaént
financial liabilities designated as at fair valireaugh profit or loss. IFRS 9 requires that theoam
of change in the fair value of the financial lidtyil that is attributable to changes in the creidik of
that liability, is presented in other comprehensineome, unless the recognition of the effects of
changes in the liability's credit risk in other gqmehensive income would create or enlarge an
accounting mismatch in profit or loss. Changefainvalue attributable to a financial liabilityxcsedit
risk are not subsequently reclassified to profitoss.

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

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

On May 14, 2009, the FSC announced the “Framewarkie Adoption of IFRSs by the Companies in the
ROC.” In this framework, starting 2013, companieth shares listed on the Taiwan Stock Exchange or
traded on the Taiwan GreTai Securities Market orefgimg Stock Market should prepare their

consolidated financial statements in accordancéh Wliie Regulations Governing the Preparation of
Financial Reports by Securities Issuers and theéS#Rpproved by the FSC. The date of transition to
IFRSs was January 1, 2012. Refer to Note 39 ferifipact of IFRSs conversion on the consolidated
financial statements.

Statement of Compliance

The consolidated financial statements have begpaped in accordance with the Regulations Governing
the Preparation of Financial Reports by Securigssiers, IFRS 1 “First-time Adoption of Internatibn
Financial Reporting Standards” and IAS 34 “Inteffimancial Reporting” as endorsed by the FSC.

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



Basis of Consolidation

The consolidated financial statements have begpaped on the same basis as the consolidated falanci

statements as of March 31, 2013. Please refdretdlote 4 to the consolidated financial statemasatsf

March 31, 2013 for details.

a.

Subsidiaries included in consolidated finansiatements

The consolidated entities as of September 30, 2DE8ember 31, 2012, September 30, 2012 and

January 1, 2012 were as follows:

Investor

HTC Corporation

H.T.C. (B.V.L.) Corp.

High Tech Computer
Asia Pacific Pte.
Ltd.

HTC Investment
Corporation

HTC Investment One
(BVI) Corporation

HTC HK, Limited

HTC Holding
Cooperatief U.A.

HTC Holding
Cooperatief U.A.

Investee
H.T.C. (B.V.l.) Corp.

Communication Global
Certification Inc.

High Tech Computer Asia
Pacific Pte. Ltd.

HTC Investment Corporation

PT. High Tech Computer
Indonesia

HTC | Investment
Corporation

HTC Holding Cooperatief
U.A.

Huada Digital Corporation
HTC Investment One (BVI)
Corporation

FunStream Corporation

High Tech Computer Corp.
(Suzhou)
Exedea Inc.

High Tech Computer (H.K.)
Limited

HTC (Australia and New
Zealand) Pty. Ltd.

HTC Philippines
Corporation

PT. High Tech Computer
Indonesia

HTC (Thailand) Limited

HTC India Private Ltd.

HTC Malaysia Sdn. Bhd.

HTC Innovation Limited

HTC Communication Co.,
Ltd.

HTC HK, Limited

HTC Holding Cooperatief
U.A.

HTC Communication
Technologies (SH)

Yoda Co., Ltd.

S3 Graphics Co., Ltd.

HTC Corporation (Shanghai
WGQ)

HTC Electronics (Shanghai)
Co., Ltd.

HTC Netherlands B.V.

HTC India Private Ltd.

HTC South Eastern Europe
Limited Liability
Company

Main Businesses

International holding
company

Telecom testing and
certification services

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

General investing activities

Marketing, repair and
after-sales service

General investing activities

International holding
company

Software service

Holding S3 Graphics Co.,
Ltd. and general investing
activities

Design, research and
development of three-D
technology

Manufacture and sale of
smart mobile devices
Distribution and sales

Marketing, repair and
after-sales service

Sale of smart mobile devices

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

International holding
company

Design, research and
development of
application software

Operation of restaurant
business, parking lot and
building cleaning services

Design, research and
development of graphics
technology

Repair and after-sales
services

Manufacture and sale of
smart mobile devices

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

Marketing, repair and

after-sales services
n"
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% of Ownership

September 30,
2013

100.00
100.00

100.00

100.00
1.00

100.00
1.00

50.00
100.00

100.00

100.00
100.00
99.99
99.00

100.00

99.00
100.00
100.00
100.00

100.00

99.00

100.00

100.00

100.00

100.00

100.00

100.00

1.00

0.67

December 31,
2012

100.00
100.00

100.00

100.00
1.00

100.00
1.00
50.00
100.00

100.00

100.00

100.00
100.00
99.99
99.00

100.00

99.00
100.00
100.00
100.00

100.00

99.00

100.00

100.00

100.00

100.00

100.00

100.00

1.00

0.67

September 30,
2012

100.00
100.00

100.00

100.00
1.00

100.00
1.00
50.00

100.00

100.00

100.00
100.00
100.00
100.00
99.99
99.00

100.00

99.00
100.00
100.00
100.00

100.00

99.00

100.00

100.00

100.00

100.00

100.00

100.00

1.00

0.67

January 1, 2012  Remark
100.00 -
100.00 -

100.00 -

100.00 -
1.00 -

100.00 -
1.00 -

50.00 1)
100.00 -

100.00 -

100.00 3)
100.00 -
100.00 -
99.99 -
99.00 -

100.00 -

99.00 -
100.00 -
100.00 -
100.00 -

100.00 -

99.00 -

100.00 -

100.00 -

100.00 -

100.00 -

100.00 -

0.67 -
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% of Ownership

September 30, December 31, September 30,
Investor Investee Main Businesses 2013 2012 2012 January 1, 2012  Remark
HTC Netherlands B.V. HTC EUROPE CO., LTD. International holding 100.00 100.00 100.00 100.00 -
company, marketing,
repair and after-sales
services
HTC BRASIL Marketing, repair and 99.99 99.99 99.99 99.99 -
after-sales services
HTC Belgium BVBA/SPRL ” 100.00 100.00 100.00 100.00 -
HTC NIPPON Corporation  Sale of smart mobile devices 100.00 100.00 100.00 100.00 -
HTC FRANCE International holding 100.00 100.00 100.00 100.00 -
CORPORATION company; marketing,
repair and after-sales
services
HTC South Eastern Europe Marketing, repair and 99.33 99.33 99.33 99.33 -
Limited liability Company after-sales services
HTC Nordic ApS. ” 100.00 100.00 100.00 100.00 -
HTC ltalia SRL " 100.00 100.00 100.00 100.00 -
HTC Germany GmbH ” 100.00 100.00 100.00 100.00 -
HTC lberia, S.L. " 100.00 100.00 100.00 100.00 -
HTC Poland sp. z.0.0. ” 100.00 100.00 100.00 100.00 -
Saffron Media Group Ltd. International holding - 100.00 100.00 100.00 5)
company
HTC Communication Marketing, repair and 100.00 100.00 100.00 100.00 -
Canada, Ltd. after-sales services
HTC Norway AS " 100.00 100.00 100.00 100.00 -
HTC RUS LLC ” 100.00 100.00 100.00 100.00 -
HTC Communication " 100.00 100.00 100.00 100.00 -
Sweden AB
HTC Luxembourg S.a.r.l. Online/download media 100.00 100.00 100.00 100.00 -
services
HTC Middle East FZ-LLC Marketing, repair and 100.00 100.00 - - 6)
after-sales services
HTC EUROPE CO., HTC America Holding Inc. International holding 100.00 100.00 100.00 100.00 -
LTD. company
HTC FRANCE ABAXIA SAS International holding 100.00 100.00 100.00 100.00 -
CORPORATION company, design, research
and development of
application software
HTC America Holding  HTC America Inc. Sale of smart handheld 100.00 100.00 100.00 100.00 -
Inc. devices
One & Company Design, Design, research and 100.00 100.00 100.00 100.00 -
Inc. development of
application software
HTC America Innovation " 100.00 100.00 100.00 100.00 -
Inc.
HTC America Content Online/download media 100.00 100.00 100.00 100.00 -
Services, Inc. services
Dashwire, Inc. Design, research and 100.00 100.00 100.00 100.00 -
development of wireless
connectivity software
Beats Electronics, LLC Design, research and - - 25.14 50.14 7)
development of audio
technology
Inquisitive Minds, Inc. Development and sale of 100.00 100.00 100.00 100.00 -
digital education platform
ABAXIA SAS HTC BLR Design, research and 100.00 100.00 100.00 100.00 -
development of
application software
Saffron Media Group Saffron Digital Ltd. Design, research and - 100.00 100.00 100.00 5)
Ltd. development of
application software
Saffron Digital Inc. " - 100.00 100.00 100.00 5)
(Concluded)

Remark:

1) Huada Digital Corporation (“Huada”) was incorgtad in January 2010 and the Company changed
in ownership percentage in October 2011. In M2@h2, investment type change to joint venture
and the Company lost significant influence.

2) In February 2012, the Company invested in Fuw#tr Corporation shares. FunStream

Corporation was dissolved in June 2013.

3) Exedea Inc. was incorporated in December 20 stment received in July 2005 and liquidated in
December 2012.

4) Yoda Co., Ltd. was incorporated in Septembe2201
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5) Saffron Media Group Ltd. and its subsidiariesemgisposed in September 2013.
6) HTC Middle East FZ-LLC was incorporated in Sepber 2012.

7) The Company invested in Beats Electronics, Lb@res in October 2011 and lost its control of the
subsidiary in August 2012 because of the partighabal of its shares and thus accounted for this
investment by equity method.

b. Subsidiaries excluded from consolidated findrat@tements: None
Other Significant Accounting Policies

The same accounting policies have been followdtdése consolidated financial statements as werleedpp

in the preparation of the consolidated financiatesnents for the three months ended March 31, 2013.
Please refer to Note 4 to the consolidated findrstEements as of March 31, 2013 for the detdils o
summary of significant accounting policy.

. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The same critical accounting judgments and keycasuof estimation uncertainty of consolidated fgiah
statements have been followed in these consolidatadcial statements as were applied in the pedjwar

of the consolidated financial statements for thredlmonths ended March 31, 2013. Please refdreto t
Note 5 to the consolidated financial statementsfddarch 31, 2013 for the details of critical acoting
judgments and key sources of estimation uncertainty

. CASH AND CASH EQUIVALENTS

September 30, December 31, September 30. January 1,

2013 2012 2012 2012
Cash on hand $ 1,925 $ 15,433 $ 27,615 $ 6,436
Checking accounts 2,997 12,134 10,563 9,709
Demand deposits 25,410,887 36,224,664 36,511,194 28,197,300
Time deposits (with original
maturities less than three
months) 17,704,031 14,713,912 8,738,490 33,813,313

$ 43,119,840 $ 50,966,143 $ 45,287,862 $ 62,026,758
Cash equivalents include time deposits that haveaturity of three months or less from the date of
acquisition, are readily convertible to a known amoof cash, and are subject to an insignificask of
change in value; these were held for the purposeeafing short-term cash commitments.

The market rate intervals of cash in bank at tiieadrthe reporting period were as follows:

September 30, December 31, September 30, January 1,
2013 2012 2012 2012

Bank deposits 0.33%-0.85% 0.20%-1.05% 0.15%-1.09%  0.15%-1%
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As of September 30, 2013, December 31, 2012, SégteB0, 2012 and January 1, 2012, the carrying
amounts of time deposits with original maturitiesren than three months were NT$449,266 thousand,
NT$2,915,624 thousand, NT$5,232,693 thousand, arPB,543,450 thousand, respectively, which were
classified as other current financial assets. a@deefer to Note 12).

FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS

Financial assets held for trading

Derivatives (not designated as

hedging instruments)
Exchange contracts

Financial liabilities held for trading

Derivatives (not designated as

hedging instruments)
Exchange contracts

September 30, December 31, September 30.
2013 2012 2012
- 6,950 $ -
$ 19,871 - 137,633

January 1,
2012

$ 256,868

$ -

The Company entered into forward exchange contréwtsnanage exposures due to exchange rate

fluctuations of foreign currency denominated asseid liabilities.

outstanding forward exchange contracts not unddgdeccounting were as follows:

Forward Exchange Contracts

September 30, 2013

Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts

December 31, 2012

Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts

Buy/Sell

Sell
Sell
Sell
Sell
Sell
Sell
Buy

Sell
Sell
Sell
Sell
Buy
Buy
Buy
Buy

Currency

RMB/USD
JPY/USD

EUR/USD
GBP/USD
USD/NTD
CAD/USD
USD/NTD

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

USD/CAD
USD/NTD
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Maturity Date

2013.10.08-2013.11.29
2013.10.01-2014.03.31
2013.10.02-2013.12.18
2013.10.16-2013.12.13
2013.10.03-2013.11.12
2013.10.25
2013.10.01-2013.10.15

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

At the end of the reporting ek

Notional Amount
(In Thousands)

RMB
JPY

EUR
GBP
usb
CAD
uSD

EUR
GBP
UsbD
uUsSD
UsbD
uUsbD
uUsD
uUsD

904,821
12,541,828
89,000
11,700
254,900

400

78,600

146,000
20,700
70,000
78,000

106,000
97,437
22,158

270,000

(Continued)



September 30, 2012

Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts

January 1, 2012

Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts
Foreign exchange contracts

Buy/Sell

Sell
Sell
Sell
Buy
Buy
Buy
Buy

Buy
Buy
Sell
Sell

Currency

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

USD/CAD
USD/NTD

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

. AVAILABLE-FOR-SALE FINANCIAL ASSETS

Domestic investments

Listed stocks
Mutual funds

Foreign investments

Listed depositary receipts

Current
Non-current

Maturity Date

2012.10.03-2012.11.30
2012.10.03-2012.11.30
2012.10.04-2012.10.30
2012.10.17-2012.11.14
2012.10.24
2012.10.17-2012.11.28
2012.10.15-2012.10.31

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

Notional Amount

(InT

EUR
GBP
UsbD
Usb
uUsSD
uUsbD
Usb

uUsD
uUsSD
EUR
GBP

September 30, December 31, September 30.
2013 2012 2012

214 197 $ 183

214 197 183

- 37,902 50,520

$ 214 $ 38,099 $ 50,703

$ - $ 37,902 $ 50,520
214 197 183

$ 214 $ 38,099 $ 50,703

. HELD-TO-MATURITY FINANCIAL ASSETS

Domestic investment

Bonds

Current
Non-current

September 30. December 31, September 30.
2013 2012 2012
$ 100,185 $ 101,459 $ 202,070
$ 100,185 $ 101,459 $ -
- - 202,070
$ 100,185 $ 101,459 $ 202,070
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housands)

135,000
25,300
75,000

185,000
31,998
10,832
35,000

28,010
105,000
339,000

17,100

(Concluded)

January 1,
2012

$ 279
_ 736,031
736,310

$ 736,310

$ 736,031
279

$ 736,310

January 1,
2012

$ 204,597

$ -
204,597

$ 204,597



10. DERIVATIVE FINANCIAL INSTRUMENTS FOR HEDGING

September 30, December 31, September 30, January 1,

2013 2012 2012 2012
Hedging derivative assets
Cash flow hedge - forward
exchange contracts $ - $ 204,519 $ - $ -
Hedqing derivative liabilities
Cash flow hedge - forward
exchange contracts $ - $ - $ 82,213 $ -

The Company’s foreign-currency cash flows derivednf the highly probable forecast transaction magl le
to risks on foreign-currency financial assets aiadhilities and estimated future cash flows duehe t
exchange rate fluctuations. The Company assebsesigks may be significant; thus, the Company
entered into derivative contracts to hedge ag&ametgn-currency exchange risks.

The terms of the forward exchange contracts had begotiated to match the terms of the respective
designated hedged items. The outstanding forwaeHaamge contracts of the Company at the end of the
reporting period were as follows:

Notional Amount

Buy/Sell  Currency Maturity Date (In Thousands)
December 31, 2012
Foreign exchange contracts Buy USD/JPY 2013.03.28 USD 95,356
September 30, 2012
Foreign exchange contracts Buy USD/JPY 2013.03.28 USD 95,356

The Company supplied products to clients in Japah sagned forward exchange contracts to avoid its
exchange rate exposure due to the forecast sdldémse forward exchange contracts were designated as
cash flow hedges.

Gains and losses of hedging instruments transfdrmed equity to profit or loss were included in the
following line items in the consolidated statemesftsomprehensive income:

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Revenues $ 4,321 $ - $ 262,648 $ -
Other gains and losses 108 4,185 151,305 6,308

$ 4,429 $ 4,185 $ 413,953 $ 6,308
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11. FINANCIAL ASSETS MEASURED AT COST

September 30, December 31, September 30, January 1,

2013 2012 2012 2012
Domestic unlisted equity
investment $ 698861 $ 698,861 $ 698,861 $ 698,861
Overseas unlisted equity
investment 1,812,093 1,781,514 1,792,753 2,065,876
Overseas unlisted mutual funds 2,009,475 1,824,532 1,470,821 643,917

$ 4,520,429 $ 4,304,907 $ 3,962,435 $ 3,408,654

Classified according to financial
asset measurement categories
Available-for-sale financial

assets $ 4520,429 $ 4,304,907 $ 3,962,435 $ 3,408,654

The Company made a overseas unlisted equity ineggtin OnLive, Inc. In August 2012, OnLive, Inc.
declared to have an asset restructuring due tlatheof operating cash and an inability to raise wapital.

The Company assessed that its investment couldencecovered and thus recognized an impairment loss
of NT$1,199,045 thousand.

Management believed that the above unlisted edunvystments and mutual funds held by the Company,
whose fair value cannot be reliably measured duihdgorange of reasonable fair value estimates was s
significant; therefore, they were measured at lssst impairment at the end of reporting period.

12. OTHER CURRENT FINANCIAL ASSETS

Septemler 30, December 31, September 30, January 1,
2013 2012 2012 2012

Trust assets for employee benefit $ 2,356,661 $ 3,645820 $ 3,645,820 $ -
Time deposits with original

maturities more than three

months 449,266 2,915,624 5,232,693 25,543,450

$ 2805927 $ 6,561,444 $ 8,878,513 $ 25,543,450

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

The market interest rates of the time deposits witiginal maturity more than three months were as
follows:

September 30, December 31, September 30, January 1,

2013 2012 2012 2012
Time deposits with original
maturities more than three
months 1.52%-3.08% 0.39%-3.30% 1.12%-3.30% 0.39%-3.30%

For details of pledged other current financial essqelease refer to Note 34.
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13. NOTES RECEIVABLE, TRADE RECEIVABLES AND OTHER R ECEIVABLES

September 30, December 31, September 30, January 1,

2013 2012 2012 2012
Note and trade receivables
Note receivables $ -3 - % - % 755,450
Trade receivables 33,984,374 43,118,861 42,641,165 65,518,876
Trade receivables - related parties 335 221,050 219,851 473
Less: Allowances for doubtful
debts (3,050,907) (2,086,085) (2,062,472) (1,555,008)

$ 30,933,802 $ 41,253,826 $ 40,798,544 $ 64,719,791

Other receivables

Loan receivables - fluctuation rate $ -$ 6,554,025 $ 6,595,538 $ -
Receivables from disposal of

investments 5,645,128 4,369,350 4,397,025 -
VAT refund receivables 490,466 391,276 570,364 792,364
Interest receivables 10,754 54,135 40,177 23,261
Others 1,665,815 1,124,926 1,071,483 1,133,006

$ 7,812,163 $ 12,493,712 $ 12,674,587 $ 1,948,631

Current - other receivables $ 2,167,035 $ 8,124,362 $ 8,277,562 $ 1,948,631
Non-current - other receivables 5,645,128 4,369,350 4,397,025 -

7,812,163 $ 12493712 $ 12674587 $ 1,948,631
Trade Receivables

The credit period on sales of goods is 30-75 dajo interest is charged on trade receivables befwe
due date. Thereafter, interest is charged at 1-p8%6annum on the outstanding balance, which is
considered to be non-controversial, to some ofotosts. In determining the recoverability of a &ad
receivable, the Company considered any changeeicridit quality of the trade receivable since dh&e
credit was initially granted to the end of the mejpg period. For customers with low credit rigke
Company has recognized an allowance for doubtfbtsdef 1-5% against receivables past due beyond
31-90 days and of 5-100% against receivables psstdyond 91 days. For customers with high credit
risk, the Company has recognized an allowance dabtiul debts of 10-100% against receivables past d
more than 31 days.

Before accepting any new customer, the CompanyfsmBment of Financial and Accounting evaluates the
potential customer’s credit quality and definesdirdimits and scorings by customer. The factor of
overdue attributed to customers are reviewed oneee@k and the Company evaluates the financial
performance periodically for the adjustment of dr&uahits.

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

As of the reporting date, the Company had no retdes that are past due but not impaired.
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14.

Age of impaired trade receivables

September 30, December 31, September 30, January 1,

2013 2012 2012 2012
1-90 days $ 5274599 $ 7,700,143 $ 12,602,747 $ 15,528,464
91-180 days 241,750 1,092,164 1,369,669 1,994,283
Over 181 days 1,786,930 5,651 570,787 74,014

$ 7303279 $ 8,797,958 $ 14,543,203 $ 17,596,761

The above analysis was based on amounts after tilegitie allowance for doubtful debts and the plast
date.

Movement in the allowances for doubtful debts

Nine Months Ended September 30

2013 2012
Balance, beginning of period $ 2,086,085 $ 1,555,008
Impairment losses recognized on receivables 1,009,364 507,486
Amounts written off during the period (13,943) -
Disposal of subsidiary (32,453) -
Translation adjustment 1,854 (22)
Balance, end of period $ 3,050,907 $ 2,062,472

Other Receivables

Loan receivables - fluctuation rate is the shamrtéoan to Beats Electronics, LLC. For more dstalil
please refer to Note 32.

Receivable from disposal of investments is the armhatf sale of shares of Beats Electronics, LLC and
Saffron Media Group Ltd. For more details, pleaser to Note 29.

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

INVENTORIES
September 30, December 31, September 30. January 1,
2013 2012 2012 2012

Finished goods $ 3,280,915 $ 3,310,521 $ 2,946,547 $ 2,189,984
Work-in-process 1,683,872 1,902,733 2,801,199 4,320,763
Semi-finished goods 7,539,006 5,635,374 3,548,691 4,547,374
Raw materials 13,163,288 12,663,961 11,536,159 17,251,140
Inventory in transit 355,546 296,788 563,806 121,329

$ 26,022,627 $ 23,809,377 $ 21,396,402 $ 28,430,590

The losses on inventories decline amounting to 563 thousand and NT$1,122,639 thousand were
recognized as cost of revenues for the nine martted September 30, 2013 and 2012, respectively.
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15. PREPAYMENTS

16.

Royalty

Prepayments to suppliers

Net input VAT

Prepaid equipment

Service

Land use right

Software and hardware
maintenance

Others

Current
Non-current

Prepayments for royalty were primarily for gettimgyalty right and were classified as current or

non-current in accordance with their nature. Fagaids of content of contracts, please refer toeNgt.

September 30, December 31, September 30, January 1,
2013 2012 2012 2012
$ 12,466,554 $ 9,936,609 $ 11,163,406 $ 12,521,985
2,621,726 2,976,231 3,186,253 3,256,082
1,993,076 434,521 174,647 320,544
269,583 232,011 358,678 207,061
122,831 171,440 134,557 55,192
133,681 134,074 133,941 139,707
136,460 716,695 700,969 311,416
345,038 240,985 217,936 350,655
$ 18,088,949 $ 14,842,566 $ 16,070,387 $ 17,162,642
$ 6,350,136 $ 4,965,814 $ 5,741,555 $ 6,507,516
11,738,813 9,876,752 10,328,832 10,655,126
$ 18,088,949 $ 14,842,566 $ 16,070,387 $ 17,162,642

Prepayments to suppliers were primarily for dis¢qaurposes and were classified as current or nomecu

in accordance with their nature.

INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD

Investment in associates

Investment in jointly controlled

entities

Investments in Associates

Unlisted equity investments

Beats Electronics, LLC
SYNCTYV Corporation

September 30, December 31, September 30, January 1,
2013 2012 2012 2012

$ 5,245,176 $ 5,650,859 $ 5417,845 $ 71,732

232,343 241,309 245,214 -

5,477,519 5,892,168 5,663,059 71,732

September 30, December 31, September 30, January 1,
2013 2012 2012 2012

$ 5,245,176 $ 5,650,859 $ 5,360,755 $ -

- - 57,090 71,732

$ 5,245,176 $ 5,650,859 $ 5417845 $ 71,732
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The percentage of ownership and voting rights bglthe Company at the end of reporting period veere
follows:

September 30. December 31, September 30. January 1,

2013 2012 2012 2012
Beats Electronics, LLC
Ownership 24.84% 25.14% 25.14% 50.14%
Voting right 26.20% 25.57% 25.57% 51.00%
SYNCTYV Caorporation 20.00% 20.00% 20.00% 20.00%

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

In October 2011, the Company acquired 50.14% edpiierest in Beats Electronics, LLC for US$300,000
thousand. In July 2012, the Company sold back #5®eats Electronics, LLC shares to the founding
members of Beats Electronics, LLC for US$150,0Gfuiand. For details of transaction, please refer t
Note 29. After the transaction, the Company reein5.14% of the shareholdings in Beats Electronics
LLC and accounted for this investment by the equigthod.

The amount of unrecognized share of losses of thsseciates, both for the period and cumulativebs
as follows:

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Unrecognized share of losses of
associates
For the period $ 2,036 $ - $ 6,564 $ -
Accumulated $ 10,170 $ -

Investments accounted for using the equity method the share of net income or loss and other
comprehensive income from investments are accoufttetbased on the reviewed financial statements
except for SYNCTV Corporation. For the nine mont#isded September 30, 2013 and 2012, the
Company recognizes the share of the net incomesafsBElectronics, LLC for NT$155,761 thousand and

NT$143,629 thousand, respectively. For the ninenth® ended September 30, 2012, the Company
recognizes the share of the net loss of SYNCTV @aton for NT$12,498 thousand. The Company’s

management considers the use of unreviewed finastEgements of the investee did not have material
impact on its consolidated financial statements.

Investments in Jointly Controlled Entity

September 30, December 31, September 30, January 1,

2013 2012 2012 2012
Unlisted equity investments
Huada Digital Corporation $ 232,343 $ 241,309 $ 245,214 $ -
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17.

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

September 30, December 31, September 30. January 1,
Company Name 2013 2012 2012 2012

Huada Digital Corporation 50.00% 50.00% 50.00% 50.00%

In December 2009, the Company acquired 100% etityest in Huada, whose main business is software
services, for NT$245,000 thousand and accountethi®investment by the equity method. In Septambe
2011, the Company increased its investment by NJORbthousand. As of December 31, 2012, the
Company’s investment in Huada had amounted to NOTS2® thousand. In September 2011, the Fair
Trade Commission approved an investment by Chunghslecom Co., Ltd. (“CHT") in Huada and the
registration of this investment was completed inaDer 2011. After CHT’s investment, the Company’s
ownership percentage declined from 100% to 50%.Manch 2012, Huada held a stockholders’ meeting
and re-elected its directors and supervisors. Fesalt, the investment type was changed to jaénitwre
and the Company continued to account for this iimeest by the equity method.

The investments accounted for using the equity atkthnd the share of net income and other
comprehensive income from investments are accodatdzthsed on unreviewed financial statements. For
the nine months ended September 30, 2013 and #@ Zompany recognizes the share of the net ladses

Huada for NT$8,966 thousand and NT$5,475 thousaeshectively. The Company’s management
considers the use of unreviewed financial statesnefitHuada did not have material impact on its

consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT
September 30, December 31, September 30, January 1,
2013 2012 2012 2012
Carrying amounts
Land $ 7,617,880 $ 7,615546 $ 7,617,206 $ 7,614,167
Buildings 10,450,038 10,542,019 10,554,815 5,029,932
Property in construction 6,143 - - 1,923,876
Machinery and equipment 5,835,491 6,327,723 6,094,075 5,907,321
Other equipment 1,642,243 1,505,478 1,532,392 1,240,337
$ 25,551,795 $ 25,990,766 $ 25,798,488 $ 21,715,633
Movement of property, plant and equipment for threermonths ended September 30, 2013 and 2012 were
as follows:
2013
Property in Machinery and Other
Land Buildings Construction Equipment Equipment Total
Cost
Balance, beginning of period $ 7,615546 $ 11,851,900 $ - $ 13,310,647 $ 2,787,808 $ 35,565,901
Additions - 167,647 6,136 717,758 695,014 1,586,555
Disposal - (5,995) - (59,968) (75,600) (141,563)
Translation adjustment 2,334 69,584 7 141,110 48,133 261,168
Disposal of subsidiaries - - - - (91,527) (91,527)
Balance, end of period 7,617,880 12,083,136 6,143 14,109,547 3,363,828 37,180,534
(Continued)
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2013

Property in Machinery and Other
Land Buildings Construction Equipment Equipment Total
Accumulated depreciation
Balance, beginning of period  $ - $ 1,309,881 $ - $ 6982924 $ 1282330 $ 9,575,135
Depreciation expenses - 325,156 - 1,302,555 535,365 2,163,076
Disposal - (5,995) - (58,044) (74,113) (138,152)
Translation adjustment - 4,056 - 46,621 17,237 67,914
Disposal of subsidiaries - - - - (39,234) (39,234)
Balance, end of period - 1,633,098 - 8,274,056 1,721,585 11,628,739
Net book value, end of period $ 7,617,880 $ 10,450,038 $ 6143 $ 5835491 $ 1,642,243 $ 25,551,795
(Concluded)
2012
Property in Machinery and Other
Land Buildings Construction Equipment Equipment Total

Cost

Balance, beginning of period  $ 7,614,167 $ 6,047,519 $ 1,923,876 $ 11,470,702 $ 2,040,507 $ 29,096,771

Additions 208 151,187 3,910,718 1,462,734 892,498 6,417,345
Disposal - (460) - (202,012) (50,208) (252,680)
Reclassification - 5,615,958 (5,834,594) - - (218,636)
Transfer to expense - - - (2,052) (6,419) (8,471)
Translation adjustment 2,831 (35,688) - (95,039) (30,162) (158,058)
Disposal of subsidiaries - - - - (180,236) (180,236)
Balance, end of period 7,617,206 11,778,516 - 12,634,333 2,665,980 34,696,035
Accumulated depreciation

Balance, beginning of period - 1,017,587 - 5,563,381 800,170 7,381,138
Depreciation expenses - 208,246 - 1,173,486 391,678 1,773,410
Disposal - (440) - (172,934) (40,806) (214,180)
Translation adjustment - (1692) - (23,675) (6746) (32,113)
Disposal of subsidiaries - - - - (10,708) (10,708)
Balance, end of period - 1,223,701 - 6,540,258 1,133,588 8,897,547
Net book value, end of period $ 7,617,206 $ 10,554,815 $ - $ 6,094,075 $ 1,532,392 $ 25,798,488

The above items of property, plant and equipmemewlepreciated on a straight-line basis at thevetig
rates per annum:

Building 5-50 years
Machinery and equipment 3-6 years
Other equipment 3-5 years

The major component parts of the buildings heldtiby Company included plants, electro-powering
machinery and engineering systems, etc., which wepeeciated over their estimated useful lives®fat
50 years, 20 years and 5 to 10 years, respectively.

There were no interests capitalized for the ninethmended September 30, 2013 and 2012.
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18.

INTANGIBLE ASSETS

Carrying amounts
Patents
Goodwill
Other intangible assets

Movements of intangible assets for the nine moatided September 30, 2013 and 2012 were as follows:

Cost

Balance, beginning of period
Additions
Acquisition
Transfer from prepayment
Disposal
Adjustment in acquisition of a
subsidiary
Translation adjustment
Balance, end of period

Accumulated amortization

Balance, beginning of period
Amortization expenses
Disposal

Translation adjustment
Balance, end of period

Accumulated impairment

Balance, beginning of period
Impairment losses

Disposal

Translation adjustment
Balance, end of period

Net book value, end of period

September 30, December 31, September 30, January 1,
2013 2012 2012 2012

$ 8,122,848 $ 9,180,674 $ 9,661,596 $ 11,152,098
394,342 1,534,366 1,594,872 10,812,564
864,287 968,130 1,040,044 802,817

$ 9381477 $ 11,683,170 $ 12,296,512 $ 22,767,479
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2013
Other
Intangible

Patents Goodwill Assets Total
$ 11,239,554 $ 1,681,561 $ 1,603,108 $ 14,524,223
22,213 - 176,804 199,017
- - 509,710 509,710
- (785,338) (630,859) (1,416,197)
- (67,795) (40,028) (107,823)
150,300 34,578 34,864 219,742
11,412,067 863,006 1,653,599 13,928,672
2,058,880 - 634,978 2,693,858
1,214,831 - 282,562 1,497,393
- - (305,827) (305,827)
15,508 - 16,412 31,920
3,289,219 - 628,125 3,917,344
- 147,195 - 147,195
- 366,664 161,961 528,625
- (45,017) - (45,017)
- (178) (774) (952)
- 468,664 161,187 629,851
$ 8122848 $ 394,342 864,287 $ 9,381,477



2012

Other
Intangible
Assets Total

Patents Goodwill

Cost

Balance, beginning of period $ 11,608,540 $ 10,905,878 $ 1,203,368 $ 23,717,786

Additions
Acquisition 11,464 - 544,010 555,474
Difference between the cost of

investments and the

Company’s share in investees’

net assets - 45,017 - 45,017
Reclassification - (5,717,960) 5,717,960 -
Disposal (35,323) (3,485,380) (5,737,208) (9,257,911)
Translation adjustment (289,777) (49,858) (92,521) (432,156)
Balance, end of period 11,294,904 1,697,697 1,635,609 14,628,210
Accumulated amortization
Balance, beginning of period 456,442 - 400,551 856,993
Amortization expenses 1,192,735 - 347,057 1,539,792
Disposal (1,893) - (139,155) (141,048)
Translation adjustment (13,976) - (12,888) (26,864)
Balance, end of period 1,633,308 - 595,565 2,228,873
Accumulated impairment
Balance, beginning of period - 93,314 - 93,314
Impairment losses - 12,604 - 12,604
Translation adjustment - (3,093) - (3,093)
Balance, end of period - 102,825 - 102,825
Net book value, end of period $ 9661596 $ 1594872 $ 1,040,044 $ 12,296,512

The Company owns patents of graphics technologiés. of September 30, 2013, December 31, 2012,
September 30, 2012 and January 1, 2012, the cgrsmounts of such patents were NT$6,851,937
thousand, NT$7,555,334 thousand, NT$7,912,355 #malsand NT$9,008,002 thousand, respectively.
The patents will be fully amortized over their rénilag economic lives.

Some of other intangible assets will not be amedibefore their useful lives are determined. These

intangible assets will be tested for impairmentuaatly together with goodwill impairment testing, @ther
indication of impairment exists.

. NOTE AND TRADE PAYABLES

September 30, December 31, September 30. January 1,
2013 2012 2012 2012
Note payables $ 1,215 $ 294 % 730 $ 3,779
Trade payables 54,372,316 73,598,634 64,770,533 78,469,351
Trade payables - related parties 510 19,269 4,924 -
$ 54,374,041 $ 73,618,197 $ 64,776,187 $ 78,473,130
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The average term of payment is four months. Thmgamy has financial risk management policies in
place to ensure that all payables are paid witheénpre-agreed credit terms.

. OTHER LIABILITIES

September 30, December 31, September 30. January 1,

2013 2012 2012 2012
Other payables
Accrued expenses $ 41,314,358% 37,469,944 $ 37,385,434 $ 46,270,611
Payables for purchase of equipment 941,936 1,471,529 1,795,161 812,240
Others 217,440 325,700 506,654 512,940

$ 42,473,734 $ 39,267,173 $ 39,687,249 $ 47,595,791

Other current liabilities

Advance receipts $ 822211 $ 637,657 $ 1,092,767 $ 574,596
Agency receipts 239,919 301,868 447,504 440,862
Others 871,405 848,581 872,673 645,682

$ 1933535 $ 1,788,106 $ 2,412,944 $ 1,661,140

Accrued Expenses

September 30, December 31, September 30, January 1,

2013 2012 2012 2012

Marketing $ 26,000,928 $ 20,872,536 $ 20,006,782 $ 29,104,665
Bonus to employees 3,280,250 5,712,075 5,699,212 7,238,637
Salaries and bonuses 4,935,240 5,712,741 5,397,042 3,532,970
Services 2,075,685 1,020,609 1,989,216 1,324,631
Materials and molding expenses 2,662,425 1,904,181 1,801,352 1,854,932
Import, export and freight 678,289 644,432 808,912 1,397,747
Repairs, maintenance and sundry

purchase 577,457 573,355 543,073 466,135
Others 1,104,084 1,030,015 1,139,845 1,350,894

$ 41,314,358 $ 37,469,944 $ 37,385,434 $ 46,270,611

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

Other Payables - Others

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

September 30, December 31, September 30, January 1,

2013 2012 2012 2012
Warranty provision $ 5,871,838 $ 8,058,509 $ 10,831,718 $ 13,080,394
Provisions for contingent loss on
purchase orders 577,374 823,005 1,015,948 2,052,881

$ 6449212 $ 8,881,514 $ 11,847,666 $ 15,133,275

Movement of provisions for the nine months endept&aber 30, 2013 and 2012 were as follows:

2013
Provisions for
Contingent
Loss on

Warranty Purchase

Provision Orders Total
Balance, beginning of period $ 8,058509 $ 823,005 $ 8,881,514
Provisions recognized 8,296,405 90,589 8,386,994
Amount utilized during the period (10,616,289) (336,220) (10,952,509)
Translation adjustment 133,213 - 133,213
Balance, end of period $ 5871838 $ 577,374 $ 6,449,212

2012
Provisions for
Contingent
Loss on

Warranty Purchase

Provision Orders Total
Balance, beginning of period $ 13,080,394 $ 2,052,881 $ 15,133,275
Provisions recognized 8,637,946 - 8,637,946
Reversing un-usage balances - (748,951) (748,951)
Amount utilized during the period (10,663,908) (287,982) (10,951,890)
Translation adjustment (222,714) - (222,714)
Balance, end of period $ 10,831,718 $ 1,015948 $ 11,847,666

The Company provides warranty service for its oustis for one year to two years. The warranty
liability is estimated on the basis of evaluatidrttee products under warranty, past warranty expes,
and pertinent factors.

The provision for contingent loss on purchase arderestimated after taking into account the effext

changes in the product market, evaluating the fmregeffects on inventory management and adjustiag
Company’s purchases.
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22. RETIREMENT BENEFIT PLANS

The pension plans adopted by the Company inclufieetkcontribution plans and defined benefit plans.
The Company recognized employee benefit expensesdtined benefit plan, calculated using the
actuarially determined pension cost rate as of Bées 31, 2012 and January 1, 2012, respectivelpr F
more details of defined benefit plans, please refédote 22 in Consolidated Financial Statementgife
three months ended March 31, 2013.

Employee benefit expenses for defined benefit planthe reporting period were included in the daling

line items:
Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Cost of revenues $ 162 $ 138 $ 385 $ 486
Selling and marketing $ 22 $ 45 $ 64 $ 132
General and administrative $ 48 $ 95 $ 143 $ 208
Research and development $ 151 $ 313 $ 448 $ 948
23. EQUITY

Share Capital
a. Common stock

September 30 December 31, September 30 January 1,

2013 2012 2012 2012
Authorized shares (in thousands
of shares) 1,000,000 1,000,000 1,000,000 1,000,000
Authorized capital $ 10,000,000 $ 10,000,000 $ 10,000,000 $ 10,000,000
Issued and fully paid shares (in
thousands of shares) 850,140 852,052 852,052 852,052
Issued capital $ 8501,395 $ 8,520,521 $ 8,520,521 $ 8,520,521

Fully paid ordinary shares, which have a par valu®10, carry one vote per share and carry a tmht
dividends.

16,000 thousand shares of the Company’s sharesragith were reserved for the issuance of employee
share options, respectively.

b. Global depositary receipts

In November 2003, HTC issued 14,400 thousand conshares corresponding to 3,600 thousand units
of Global Depositary Receipts (“GDRs”). For thiBB issuance, HTC’s stockholders, including Via
Technologies, Inc., also issued 12,878.4 thousanah®n shares, corresponding to 3,219.6 thousand
GDR units. Thus, the entire offering consisted &19.6 thousand GDR units. Taking into account
the effect of stock dividends, the GDRs increase8,782.1 thousand units (36,060.5 thousand shares)
The holders of these GDRs requested HTC to redeer®DRs to get HTC’'s common shares. As of
September 30, 2013, there were 8,505.4 thousartd ahiGDRs redeemed, representing 34,021.8
thousand common shares, and the outstanding GOfRssemted 2,038.7 thousand common shares or
0.25% of HTC’s common shares.
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Capital Surplus

September 30, December 31, September 30, January 1,

2013 2012 2012 2012
Additional paid-in capital -
issuance of shares in excess of
par $ 14,776,364 $ 14,809,608 $ 14,809,608 $ 14,809,608
Treasury shares 637,634 1,730,458 1,730,458 1,730,458
Merger 24,368 24,423 24,423 24,423
Expired stock options 36,985 37,068 37,068 37,068

$ 15475351 $ 16,601,557 $ 16,601,557 $ 16,601,557

The premium from shares issued in excess of parggpremium from issuance of common shares, trgasur
shares transactions, merger and expired stockng)tiand donations may be used to offset a defitit;
addition, when the Company has no deficit, suchtahpurplus may be distributed as cash dividends o
transferred to capital (limited to a certain petage of the Company’s capital surplus and onceas)ye

In September 2013, the retirement of treasury sheaased decreases of NT$33,244 thousand in additio
paid-in capital - issuance of shares in excesanflgT$3,884 thousand in capital surplus - treashires,
NT$55 thousand in capital surplus - merger and NT®B®usand in capital surplus - expired stock ostio
The difference the carrying value of treasury shaedired in excess of the sum of its par value and
premium from issuance of common share was NT$19d83thousand, which offset against capital surplus
- treasury shares.

Retained Earnings and Dividend Policy

Under HTC's Articles of Incorporation, HTC shouldake appropriations from its net income in the
following order:

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

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

d. To recognize or reverse special reserve retanmmimgs.

e. To pay remuneration to directors and superviabfs3% maximum of the balance after deducting the
amounts under the above items (a) to (d).

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

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

As part of a high-technology industry and as a gngwenterprise, HTC considers its operating

environment, industry developments, and long-temierests of stockholders as well as its programs to
maintain operating efficiency and meet its capgtgdenditure budget and financial goals in detemgjhe
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stock or cash dividends to be paid. HTC’s dividpoticy stipulates that at least 50% of total dends
may be distributed as cash dividends.

No employee bonus was estimated as the Companytedptet loss for the nine months ended September
30, 2013. The employee bonus for 2012 should peoppiated at 8.4% of net income before deducting
employee bonus expenses. If the actual amountequbntly resolved by the stockholders differ from
the proposed amounts, the differences are recorddte year of stockholders’ resolution as a change
accounting estimate. If bonus shares are resatvée distributed to employees, the number of shisre
determined by dividing the amount of bonus by tlsing price (after considering the effect of casiu
stock dividends) of the shares of the day immebjigteeceding the stockholders’ meeting.

Under Rule No. 100116 and Rule No. 0950000507 ésyethe FSC, an amount equal to the net debit
balance of certain shareholders’ equity accoungdl $fe transferred from unappropriated earnings to
special reserve before any appropriation of eaengenerated before January 1, 2012 shall be makiey
special reserve appropriated may be reversed textleat of the decrease in the net debit balance.

Under Rule No. 1010012865 issued by the FSC onl &pr2012 and the directive titled “Questions and
Answers for Special Reserves Appropriated Followhapption of IFRSs”, on the first-time adoption of
IFRSs, a company should appropriate to a speci@rve of an amount that was the same as these of
unrealized revaluation increment and cumulativendi@ion differences (gains) transferred to retdine
earnings as a result of the company’s use of exengpunder IFRS 1. The Company had a decrease in
retained earnings that resulted from all IFRSs stdjents; therefore, no special reserve was apjpteplri

Appropriation of earnings to legal reserve shallmbade until the legal reserve equals the Company’s
capital. Legal reserve may be used to offset defidf the Company has no deficit and the legakeree
has exceeded 25% of the Company’s capital, thesexoay be transferred to capital or distributeckish.

The appropriations of earnings for 2012 and 20MLbeen approved in the shareholders’ meetings oa Ju
21, 2013 and June 12, 2012, respectively. Theogpiations and dividends per share were as follows:

Dividends Per Share

Appropriation of Earnings (NT$)

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

Stock dividends - - - R

The bonus to employees for 2012 and 2011 appravéldei shareholders’ meetings on June 21, 2013 and
June 12, 2012, respectively, were as follows:

Amounts
Amounts Recognized in
Approved in Financial

Board Meetings  Statements

For 2012 Cash $ 976,327
Stock -

$ 976,327 $ 976,327

For 2011 Cash $ 7,238,637
Stock -

$ 7238637 $ 7,238,637
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The approved amounts of bonus to employees werasahe as the accrual amounts recognized in the
financial statements for 2012 and 2011, respegtivel

The appropriations of earnings for 2012 were predaoaccording to HTC's financial statements for the
years ended December 31, 2012, which were preparadcordance with the pre-amended Guidelines
Governing the Preparation of Financial Reports bgugties Issuers and accounting principles gelyeral
accepted in the Republic of China, and by refereadée balance sheet for the year ended Deceniher 3
2012, which was prepared in accordance with thendeg Guidelines Governing the Preparation of
Financial Reports by Securities Issuers and Intenmal Financial Reporting Standards.

Information on the earnings appropriation and tlimus to employees, directors and supervisors is
available on the Market Observation Post Systensitebf the Taiwan Stock Exchange.

Other Equity

September 30, December 31, September 30, January 1,

2013 2012 2012 2012
Exchange differences on translat
foreign operations $ (296,451) $(1,089,693) $(1,040,492) $ -
Unrealized (loss) gains on
available-for-sale financial assets (2,047) 9,716 22,153 2,939
Cash flow hedge - 194,052 (88,521) -

$ (298,498) $ (885,925) $(1,106,860) $ 2,939

a. Exchange differences on translating foreign aipmns

Exchange differences relating to the translatiomhefresults and net assets of the Company’s foreig
operations from their functional currencies to fBempany’'s presentation currency (New Taiwan
dollars) were recognized directly in other comprediee income and accumulated in the foreign
currency translation reserve. Exchange differemresiously accumulated in the foreign currency
translation reserve were reclassified to profiioss on the disposal of the foreign operation.

b. Unrealized gains or losses on available-for-Babncial assets

Unrealized gains or losses on available-for-sataricial assets represents the cumulative gains and
losses arising on the revaluation of AFS finanaalsets that have been recognized in other
comprehensive income, net of amounts reclassifiegrofit or loss when those assets have been
disposed of or are determined to be impaired.

c. Cash flow hedging

The cash flow hedging reserve represents the ctiveileffective portion of gains or losses arising o
changes in fair value of hedging instruments edtént for cash flow hedges. The cumulative gain
or loss arising on changes in fair value of thegmaglinstruments that are recognized and accuntulate
under the heading of cash flow hedging reserve bélltransferred to profit or loss only when the
hedged transaction affects the profit or loss,nmuided as a basis adjustment to the non-financial
hedged item.
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Non-controlling Interest

Nine Months Ended September 30

2013 2012

Balance, beginning of period $ - $ 992,724
Share of profit attributable to non-controllingengsts - 808,218
Decrease in non-controlling interest due to losiagtrol of

subsidiary - (1,648,909)
Non-controlling interest relating to outstandingtexl share options

held by the employees of subsidiaries - (152,033)
Balance, end of period $ - $ -

Treasury Shares

On August 2, 2013, the Company’'s board of direcassed a resolution to buy back 15,000 thousand
Company shares from the open market. The repurqghasod was between August 5, 2013 and October
4, 2013, and the repurchase price ranged from NIT$&4NT$290 per share. If the Company's share
price is lower than this price range, the Comparay roontinue to buy back its shares. For the nine
months ended September 30, 2013, the Company haghbback 3,100 thousand shares for NT$409,024
thousand.

The Company had repurchased company shares fromptme market for transferring to employees and
some of them had not been transferred before tpe@yekime. The Board of Directors approved the
retirement of 1,912 thousand treasury stocks orteBdger 27, 2013. The related information on the
treasury stock transactions was as follows:

(In Thousands of Shares)

Number of
Shares, Addition Reduction Number of
Beginning of During the During the Shares, End of
Reason to reacquire Period Period Period Period

Nine months ended
September 3@013

To transfer shares to the

Company’s employees 20,825 - 1,912 18,913
To maintain the Company’s

credibility and stockholders’

interest - 3,100 - 3,100
20,825 3,100 1,912 22,013
(Continued)
Nine months ended
September 32012

To transfer shares to the
Company’s employees 14,011 6,814 - 20,825

Based on the Securities and Exchange Act of the R@¥Cnumber of reacquired shares should not exceed
10% of a company’s issued and outstanding shaneisthe total purchase amount should not exceed the
sum of the retained earnings, additional paid-pitehin excess of par and realized capital surplus
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24.

25.

Under the Securities and Exchange Act, HTC shatheepledge treasury shares nor exercise sharetsold
rights on these shares, such as rights to dividandgo vote.

REVENUE
Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Sale of goods $ 46,289,209 $ 67,922,000 $ 158,395,397 $ 223,253,457
Other operating income 758,358 2,254,838 2,107,602 5,753,838

$ 47047567 $ 70,176,838 $ 160,502,999 $ 229,007,295
Some sales denominated in foreign currencies wentgdd for cash flow risk.  Accordingly, the Company
transferred $262,648 thousand of the gain on thgihg instrument that was determined to be thectife
portion of the hedge to sales of goods for the moaths ended September 30, 2013.

For the analysis of main products and other reveplease refer to Note 38.

NET PROFIT FOR THE PERIODS

The details of profit for the period were as folkw

a. Other income

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Interest income
Cash in bank $ 61,469 $ 96,758 $ 197,634 $ 423,336
Held-to-maturity financial
assets 230 464 685 1,377
Loan - 24,414 211,139 24,414
61,699 121,636 409,458 449,127
Dividend income 3,050 18,491 16,282 19,918
Others 382,486 117,788 531,031 377,533

447,235 $ 257,915 $ 956,771 $ 846,578

b. Other gains and losses

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Losses on disposal of property,
plant and equipment $ (992) $ (1514) $ (2,555) $ (1,634)
Gain (loss) on disposal of
investments 175,436 (204,840) 205,171 (165,184)
Net foreign exchange gains 155,478 183,538 248,397 743,824
(Continued)
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Three Months Ended Nine Months Ended

September 30 September 30
2013 2012 2013 2012

Valuation loss on financial

liabilities classified as held

for trading $ (19,871) $ (137,633) $ (19,871) $ (137,633)
Hedge ineffective portion on

cash flow hedges 108 4,185 151,305 6,308
Impairment loss (161,961) (1,211,649) (528,625) (1,211,649)
Other losses (34,214) (36,311) (84,885) (91,400)

$ 113984  $(1,404,224) $ (31,063) $ (857,368)
(Concluded)

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

Impairment losses on financial assets

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012

Trade receivables (included in

operating expense) $ - $ 45 $ 1,009,364 $ 507,486
Financial assets measured at

cost (included in other gains

and losses) - 1,199,045 - 1,199,045

$ 0 - $ 1,199,090 $1,009,364 $ 1,706,531

Depreciation and amortization

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012

Property, plant and equipment $ 754,796 $ 656,071 $ 2,163,076 $ 1,773,410
Intangible assets 495,313 526,790 1,497,393 1,539,792

$ 1,250,109 $ 1,182,861 $ 3,660,469 $ 3,313,202

Classification of depreciation -

by function
Cost of revenues $ 382,101 $ 338,602 $ 1,106,001 $ 963,816
Operating expenses 372,695 317,469 1,057,075 809,594

$ 754796 $ 656,071 $ 2,163,076 $ 1,773,410
(Continued)
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Three Months Ended

Nine Months Ended

September 30 September 30
2013 2012 2013 2012
Classification of amortization -
by function
Cost of revenues $ 930 $ 125,718 $ 6,481 $ 376,492
Operating expenses 494,383 401,072 1,490,912 1,163,300
$ 495313 $ 526,790 $ 1,497,393 $ 1,539,792
(Concluded)

Employee benefits expense

Three Months Ended

Nine Months Ended

September 30 September 30
2013 2012 2013 2012
Post-employment benefits
(Note 23)
Defined contribution plans  $ 189,317 $ 173,303 $ 539,315 $ 509,995
Defined benefit plans 383 591 1,040 1,774
189,700 173,894 540,355 511,769
Other employee benefits 4,393,006 5,067,881 13,649,540 16,928,882
Total employee benefits
expense $ 4582,706 $ 5,241,775 $ 14,189,895 $ 17,440,651
Classification - by function
Cost of revenues $ 1,484,060 $ 1,562,175 $ 4,846,071 $ 4,723,283
Operating expenses 3,098,646 3,679,600 9,343,824 12,717,368
$ 4582706 $ 5,241,775 14,189,895 17,440,651
Impairment losses on non-financial assets
Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Inventories (included in cost of
revenues) $ 139,076 $ 835965 $ 895853 $ 1,122,639
Goodwill (included in other
gains and losses) - 12,604 366,664 12,604
Other intangible assets
(included in other gains and
losses) 161,961 - 161,961 -
$ 301,037 $ 848569 $ 1424478 $ 1,135,243
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26.

INCOME TAX

a.

Income tax recognized in profit or loss

Three Months Ended

Nine Months Ended

September 30 September 30
2013 2012 2013 2012
Current tax
In respect of the current
period $ (164,390) $ 2,319,612 $ 410,788  $ 4,291,242
In respect of the prior periods (20,925) (38,078) (13,254) (49,992)
(185,315) 2,281,534 397,534 4,241,250
Deferred tax
In respect of the current
period 184,730 (1,205,823) (105,169) (1,222,298)
Adjustments to deferred tax
attributable to changes in
tax rates and laws - (1,300,426) - (1,300,426)
184,730 (2,506,249) (105,169) (2,522,724)
Income tax recognized in profit
or loss $ (585) $ (224,715) $ 292,365 $ 1,718,526

Income tax expense was recognized in each integinog based on the best estimate of the weighted
average annual income tax rate expected for thefifdncial year.
difference between the estimated and actual tamipkeéncome and non-deductible expenses, the
income tax expense calculated based on the acixable income, the applicable tax rate and the
deferred tax is differ from the results obtainetience, a numerical reconciliation between accogntin

profit and taxable income was impractical for tlirermonths ended September 30, 2013.

The income tax for the nine months ended Septer®@®ef012 can be reconciled to the accounting

profit as follows:

Considering the significant
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Nine Months
Ended
September 30,
2012
Profit before income tax $ 18,316,050
Income tax calculated at 17% 3,113,729
Effect of expenses that were not deductible inrd&teng taxable profit 399,176
Effect of temporary differences (1,676,254)
Effect of investment tax credits (1,296,698)
Effect of loss carryforward (3,186)
Effect of income that is exempt from taxation 513843)
Additional income tax under the Alternative Minimuirax Act 114,529
Additional 10% income tax on unappropriated earsing 2,315,062
Effect of Alternative Minimum Tax rate changes fra®% to 12% on deferred
income tax (effective in 2013) (1,300,426)
Effect of different tax rates of subsidiaries op@in other jurisdictions 454,429
Adjustments for prior years’ tax (49,992)
Income tax recognized in profit or loss $ 1,718,526



b. Integrated income tax

The imputation credit account (“ICA”") informatiors af September 30, 2013, December 31, 2012,
September 30, 2012 and January 1, 2012, werelas/$ol

September 30. December 31, September 30. January 1,

2013 2012 2012 2012
Unappropriated earnings
generated on and after
January 1, 1998 $ 47,796,989 $ 53,630,777 $ 52,610,975 $ 75,687,478
Balance of ICA $ 6,661,663 $ 5,966,033 $ 5,958,011 $ 2,523,575

The actual creditable ratio for distribution of mags of 2011 was 15.99% and estimated creditable
ratio for distribution of earnings of 2012 was 134

Under Income Tax Act, for distribution of earningsnerated after January 1, 1998, the ratio for the
imputation credits allocated to shareholders of@benpany was based on the balance of the ICA as of
the date of dividend distribution. The expectestitable ratio for the 2012 earnings may be adjliste
depending on the ICA balance on the date of diwdddiatribution.

c. Income tax assessments

HTC's income tax returns through 2010 had beensasseby the tax authorities. However, HTC
disagreed with the tax authorities’ assessmentoneturns for unappropriated earnings of 2009 and
applied for the administrative remedial. Neventssl under the conservatism guideline, HTC
adjusted its income tax for the tax shortfall datethe tax assessment notices.

The income tax returns of CGC, HTC Investment Caafion and HTC | Investment Corporation for
the years through 2011 have been assessed andeghjothe tax authorities.

27. (LOSS) EARNINGS PER SHARE
Unit: NT$ Per Share

Three Months Ended Nine Months Ended

September 30 September 30

2013 2012 2013 2012
Basic (loss) earnings per share $ (358 $ 4.74 $ (1.97) $ 18.97
Diluted (loss) earnings per share $ (358) $ 474 $ (1.97) $ 18.88

The (loss) earnings and weighted average numberdihary shares outstanding for the computation of
(loss) earnings per share were as follows:

Net (Loss) Profit for the Periods

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
(Loss) profit for the period
attributable to owners of the
parent $ (2,973,736) $ 3,941,423 $ (1,639,099) $ 15,789,306
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Shares
Unit: In Thousands of Shares

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012

Weighted average number of

ordinary shares used in

computation of basic (loss)

earnings per share 830,403 831,227 830,949 832,233
Effect of dilutive potential

ordinary shares:

Bonus issue to employees - 937 - 3,912

Weighted average number of
ordinary shares used in the
computation of diluted (loss)
earnings per share 830,403 832,164 830,949 836,145

If the Company might settle the bonuses paid toleyeges by cash or shares, the Company presumed that
the entire amount of the bonus would be settledhares and the resulting potential shares should be
included in the weighted average number of outdt@nshares used in the computation of diluted egsi

per share, if the shares had a dilutive effect.chSdilutive effect of the potential shares was udeld in

the computation of diluted earnings per share uhél stockholders resolve the number of sharesto b
distributed to employees at their meeting in tiewang year.

28. BUSINESS COMBINATIONS

Subsidiaries Acquired

Proportion of
Voting Equity
Date of Interests Consideration
Principal Activity Acquisition Acquired (%) Transferred

FunStream Corporation  Design, research and February 2012 100.00% $ 45,090
development of
3-D technology

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

Assets Acquired and Liabilities Assumed at the Datef Acquisition

FunStream
Corporation
Current assets
Cash and cash equivalents $ 69
Other receivables 4
Net assets $ 73
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Goodwill Arising on Acquisition

FunStream
Corporation

Consideration transferred $ 45,090
Less: Fair value of identifiable net assets a@glir (73)
Goodwill arising on acquisition $ 45,017

Net Cash Outflow on Acquisition of Subsidiaries

Nine Months Ended September 30

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

Impact of Acquisitions on the Results of the Compan

The results of acquirees since the acquisition ihataded in the consolidated statements of congsive
income were as follows:

Three Months Nine Months

Ended Ended
September 30, September 30,
2012 2012
Revenue
FunStream Corporation $ - $ -
Net loss
FunStream Corporation $ - $ (50)

Had these business combinations been in effetteabéginning of the annual reporting period, thaulte

of acquirees included in the consolidated statesnehtcomprehensive income were as follows. This
pro-forma information is for illustrative purposesly and is not necessarily an indication of reveand
results of operations of the Company that actuaibyld have been achieved had the acquisition been
completed, nor is it intended to be a projectiofutdire results.

Three Months Nine Months

Ended Ended
September 30, September 30,
2012 2012
Revenue
FunStream Corporation $ - $ -
Net loss
FunStream Corporation $ - $ (50)
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29. DISPOSAL OF SUBSIDIARIES

In September 2013, the Company sold its 100% siak8affron Media Group Ltd. for US$47,000
thousand to CDMG Holdings UK Limited. Saffron Madbroup Ltd is a provider of digital multimedia
delivery services.

The Company and CHT each had held 50% share ofdjuadpectively. In March 2012, Huada held a
stockholders’ meeting and re-elected its directord supervisors. As a result, the investment typs
changed to joint venture and the Company continoedtcount for this investment by the equity method

In July 2012, the Company sold back 25% of BeaextEbnics, LLC shares to the founding members of
Beats for US$150,000 thousand. Beats specialimeslesign, research and development of audio
technology. After the above transactions were detagd, the Company lost its control on Beats.

Consideration Received

Beats
Saffron Media  Huada Digital Electronics,
Group Ltd. Corporation LLC
Cash and cash equivalents $ 223,970 $ - $ -
Long-term receivables 1,179,573 - 4,498,923

1403543 ¢ = - $ 4,498,923

At the completion of sales of Saffron Media Groufd.l. CDMG Holdings UK Limited paid HTC
US$7,500 thousand in cash plus a purchaser naéeNibte”) with five years term and 6% interest rpe
annum, which was classified as “long-term receiggbih the amount of US$39,500 thousand. The Note
and interest payment will be made on due date. Ndte and accrued interest were secured by plefige o
the shares obtained by the buying party in thisstation.

Three-year non-recourse secured promissory nokes “{tiotes”), totaling US$150,000 thousand, were
issued by the buying party for the above buy batBeats Electronics, LLC and accounted for under
“long-term receivable”. These notes payable atmtla¢urity in three years, bear interest based &@OR
plus 1% and was secured by pledge of interestruddaby the buying party in this transaction.

Analysis of Asset and Liabilities Over Which Contrd Was Lost

Beats
Saffron Media  Huada Digital Electronics,
Group Ltd. Corporation LLC

Current assets

Cash and cash equivalents $ 79,704  $ 501,425 $ 146,184

Other current assets 105,670 123 5,928,728
Non-current assets 1,120,421 - 9,966,683
Current liabilities (86,324) (170) (4,437,874)
Net assets disposed of $ 1219471 $ 501,378 $ 11,603,721
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30.

31.

Gain (Loss) on Disposal of Subsidiary

Beats
Saffron Media  Huada Digital Electronics,
Group Ltd. Corporation LLC

Consideration received $ 1,403,543 $ - $ 4,498,923
Net assets disposed of (1,219,471) (501,378) (11,603,721)
Cumulative exchange differences in respect of

the net assets of the subsidiary reclassified

from equity to profit or loss on loss of control

of subsidiary (8,636) - -
Non-controlling interests - 250,689 1,550,253
Remaining investment measured at fair value - 250,689 5,340,277
Gain (loss) on disposal $ 175436 $ - $ (214,268)

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

Net Cash Inflow (Outflow) on Disposal of Subsidiary

Nine Months Ended September 30

2013 2012
Consideration received in cash and cash equivalents $ 223,970 $ -
Less: Cash and cash equivalent balances dispbsed o (79,704) (647,609)

$ 144,266 $ (647,609)

CAPITAL RISK MANAGEMENT
The goal, policies and process of capital risk gangent and the capital structure of the Compartlgese
consolidated financial statements as were appti¢da preparation of the consolidated financiciestents
for the three months ended March 31, 2013. Plea® to Note 30 to the consolidated financial
statements as of March 31, 2013 for details.
FINANCIAL INSTRUMENTS
Fair Value of Financial Instruments
a. Financial instruments not carried at fair value
Financial instruments not carried at fair valuedngy the Company include held-to-maturity financial
assets and financial assets measured at cost. pttacedetailed in the following table, the managetme

considers that the carrying amounts of financiaktsand financial liabilities not carried at fealue
approximate their fair value or the fair value aod measured reliably.
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September 30, 2013 December 31, 2012 September 30, 2012 January 1, 2012
Carrying Carrying Carrying Carrying
Amount Fair Value Amount Fair Value Amount Fair Value Amount Fair Value

Assets
Held-to-maturity

investments $ 100,185 $ 100,207 $ 101,459 $ 101,436 $ 202,070 $ 202,040 $ 204,597 $ 203,783
Fair value measurements recognized in the cidlagetl balance sheet.

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

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

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

® Level 3 fair value measurements are those defregd valuation techniques that include inputs for
the asset or liability that are not based on olzd#evmarket data (unobservable inputs).

September 30, 2013

Level 1 Level 2 Level 3 Total
Available-for-sale financial assets
Domestic listed stocks - equity
investments $ 214 $ - $ - $ 214

Financial liabilities at FVTPL
Derivative financial instruments $ - $ 19871 $ - $ 19,871

December 31, 2012

Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Derivative financial instruments  $ - $ 6,950 $ - $ 6,950
Available-for-sale financial assets
Domestic listed stocks - equity
investments $ 197 $ - $ - $ 197
Foreign listed stocks - equity
investments 37,902 - - 37,902
$ 38,099 $ - $ - $ 38,099

Hedging derivative assets
Derivative financial instruments $ - $ 204,519 $ - $ 204,519
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September 30, 2012

Level 1 Level 2 Level 3 Total
Available-for-sale financial assets
Domestic listed stocks - equity
investments $ 183 $ - $ - $ 183
Foreign listed stocks - equity
investments 50,520 - - 50,520
$ 50,703 $ - $ - 50,703

Financial liabilities at FVTPL

Derivative financial instruments $ - $ 137,633 $ - $ 137,633

Hedging derivative liabilities

Derivative financial instruments $ - $ 82213 $ - $ 82213

January 1, 2012

Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Derivative financial instruments $ - $ 256,868 $ - $ 256,868
Available-for-sale financial assets
Domestic listed stocks - equity
investments $ 279 $ - $ - $ 279
Mutual funds 736,031 - - 736,031
$ 736,310 $ - $ - $ 736,310

There were no transfers between Level 1 and 2eipdniod.

Valuation techniques and assumptions appliethiopurpose of measuring fair value

The fair values of financial assets and finangadilities were determined as follows:

The fair values of financial assets and finant&bilities with standard terms and conditions and
traded on active liquid markets are determined wéference to quoted market prices (includes
listed corporate bonds). Where such prices wetavalable, valuation techniques were applied.
The estimates and assumptions used by the Companyamsistent with those that market
participants would use in setting a price for tinaficial instrument;

The fair values of derivative instruments werecgkdted using quoted prices. Where such prices
were not available, a discounted cash flow analysis performed using the applicable yield curve
for the duration of the instruments for non-optiodarivatives, and option pricing models for
optional derivatives. The estimates and assumptimed by the Company were consistent with
those that market participants would use in setipgice for the financial instrument;

Foreign currency forward contracts were measuratyuguoted forward exchange rates and yield
curves derived from quoted interest rates matctmatyrities of the contracts; and

The fair values of other financial assets andriana liabilities (excluding those described above)

were determined in accordance with generally aecepticing models based on discounted cash
flow analysis.
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Categories of Financial Instruments

September 30. December 31, September 30. January 1,
2013 2012 2012 2012

Financial assets

FVTPL

Held for trading $ - 8 6,950 $ - $ 256,868
Derivative instruments in

designated hedge accounting

relationships - 204,519 - -
Held-to-maturity investments 100,185 101,459 202,070 204,597
Loans and receivables (Note 1) 84,671,732 111,275,125 107,639,506 154,238,630
Available-for-sale financial assets

(Note 2) 4,520,643 4,343,006 4,013,138 4,144,964

Financial liabilities

FVTPL

Held for trading 19,871 - 137,633 -
Derivative instruments in

designated hedge accounting

relationships - - 82,213 -
Amortized cost (Note 3) 96,847,775 112,885,370 104,463,436 126,068,921

Note 1: The balances included loans and receivabhkssured at amortized cost, which comprise cash
and cash equivalents, other current financial assette and trade receivables and other
receivables.

Note 2: The balances included available-for-salearftial assets and the carrying amount of
available-for-sale financial assets measured dt cos

Note 3: The balances included financial liabilittaeasured at amortized cost, which comprise sbani-t
borrowings, note and trade payables and other pegiab

Financial Risk Management Objectives and Policies

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

The Company sought to minimize the effects of thésles by using derivative financial instrumentgian
non-derivative financial instruments to hedge riskposures. The use of financial derivatives was
governed by the Company’s policies approved bybiberd of directors, which provide written principle
on foreign exchange risk, the use of financial\dgives and non-derivative financial instruments] ¢éhe
investment of excess liquidity. Compliance withigies and exposure limits was reviewed by therirae
auditors on a continuous basis. The Company dicenter into or trade financial instruments, inahgd
derivative financial instruments, for speculativegoses.

The Department of Financial and Accounting repodgedrterly to the Company’s supervisory and boérd o
directors for monitoring risks and policies implerted to mitigate risk exposures.
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a. Market risk
The Company’s activities exposed it primarily te tfinancial risks of changes in foreign currency
exchange rates. The Company entered into a varfetgrivative financial instruments to manage its
exposure to foreign currency risk.

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

Foreign currency risk

The Company undertook transactions denominatearigigh currencies; consequently, exposures to
exchange rate fluctuations arose. Exchange rgtesexes were managed within approved policy
parameters utilizing forward foreign exchange cacts.

The carrying amounts of the Company’s foreign qwryedenominated monetary assets and monetary
liabilities at the end of the reporting period @eaefer to Note 36.

Sensitivity analysis

The Company was mainly exposed to the Currencyedn8tated dollars (“USD”), Euro (“EUR”),
Renminbi (“RMB”) and Japanese yen (“JPY").

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

analysis includes only outstanding foreign curredlenominated monetary items and the forward

exchange contracts were entered into cash flow dsedgA positive number below indicates an

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

Profit or Loss Equity
1) (2

Nine months ended September 30, 2013

usD $ (5,567) $ -
EUR (2,909) -
RMB (62,638) -
JPY 30,620 -
Nine months ended September 30, 2012

UsD 209,841 (27,952)
EUR 7,841 -
RMB 22,118 -
JPY (3,578) 28,720

1) This was mainly attributable to the exposurestaunding on each currency receivables and payables,
which were not hedged at the end of the reportargp.

2) This was mainly as a result of the changes invi@ue of derivative instruments designated as
hedging instruments in cash flow hedges.
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b. Credit risk

Credit risk refers to the risk that counterpartyl wiefault on its contractual obligations resultiimg
financial loss to the Company. As of September ZML3, the Company’s maximum exposure to
credit risk which will cause a financial loss t@t@ompany due to failure to discharge an obligabipn

the counterparties and the carrying amount of fikdrassets reported on consolidated balance sheet.
The Company does not issue any financial guarantedving credit risk.

The Company adopted a policy of only dealing witleditworthy counterparties and obtaining
sufficient collateral, where appropriate, as a rsezfrmitigating the risk of financial loss from defts.

The credit risk information of trade receivables disclosed in the Note 13.
c. Liquidity risk

The Company manages liquidity risk to ensure thet Company possesses sufficient financial
flexibility by maintaining adequate reserves oftftaad cash equivalents and reserve financing tiasili
and also monitor liquidity risk of shortage of fundy the maturity date of financial instruments and
financial assets.

1) Liquidity risk tables

The following tables detail the Company’s remainiogntractual maturity for its derivative
financial liabilities and non-derivative financifiabilities with agreed repayment periods. The
tables had been drawn up based on the undiscouoasddflows of financial liabilities from the
earliest date on which the Company can be requirgihy. The tables included both interest and
principal cash flows.

September 30, 2013

Less Than
3 Months 3to 12 Months Over 1 Year

Non-derivative financial liabilities

Note and trade payables $ 18,495575 $ 35,878,466 $ -
Other payables 19,418,989 23,054,745 -
Other current liabilities 65,751 174,168 -
Guarantee deposits received - - 261,320
37,980,315 59,107,379 261,320

Derivative financial liabilities

Forward exchange contracts 19,871 - -

$ 38,000,186 $ 59,107,379 $ 261,320
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2)

December 31, 2012

Less Than
3 Months 3to 12 Months Over 1 Year
Non-derivative financial liabilities
Note and trade payables $ 25,172,364 $ 48,445833 $ -
Other payables 16,036,617 23,230,556 -
Other current liabilities 270,073 31,795 -
Guarantee deposits received - - 59,999
$ 41,479,054 $ 71,708,184 $ 59,999
September 30, 2012
Less Than
3 Months 3to 12 Months Over 1 Year
Non-derivative financial liabilities
Note and trade payables $ 18,354,660 $ 46,421,527 $ -
Other payables 16,692,652 22,994,597 -
Other current liabilities 296,500 151,004 -
Guarantee deposits received - - 122,830
35,343,812 69,567,128 122,830
Derivative financial liabilities
Forward exchange contracts 137,633 82,213 -
35,481,445 69,649,341 122,830
January 1, 2012
Less Than
3 Months 3to 12 Months  Over 1 Year
Non-derivative financial liabilities
Note and trade payables $ 33,234,316 $ 45,238,814 $ -
Other payables 15,945,336 31,650,455 -
Other current liabilities 274,995 165,867 -
Guarantee deposits received - - 42,946
$ 49454647 $ 77,055,136 $ 42,946
Bank credit limit
September 30, December 31, September 30, January 1,
2013 2012 2012 2012
Unsecured bank general
credit limit
Amount used $ 1620834 $ 1,572,461 $ 2,022,219 $ 1,892,407
Amount unused 45,470,216 45,104,312 10,837,996 10,899,663
47,091,050 46,676,773 12,860,215 12,792,070
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32. RELATED-PARTY TRANSACTIONS

Transactions, account balances and revenue andsxpetween the Company and its subsidiaries, which
were related parties of the Company, had been mdited on consolidation and are not disclosed & thi
note. Details of transactions between the Compawdyother related parties were as follows:

Sales
Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Key management personnel $ -8 - 8 2,002 $ -
Other related parties - Employees’
Welfare Committee 373 118 23,135 219,853
Other related parties - other related
parties’ chairperson or its
significant stockholder, is HTC'’s
chairperson 1,232 1,233 10,499 2,240,455

$ 1605 $ 1351 $ 35,636 $ 2,460,308

The following balances of trade receivables frotatesl parties were outstanding at the end of tperteg
period:

September 30, December 31, September 30. January 1,

2013 2012 2012 2012
Other related parties - other related
parties’ chairperson or its
significant stockholder, is HTC's
chairperson $ 335 $ 221,050 $ 219,851 $ 473

The selling prices for products sold to relatedtiparwere lower than those sold to third partiesept
some related parties have no comparison with thokkto third parties. No guarantees had beemgive
received for trade receivables from related partiddo expense had been recognized for the ninehmont
ended September 30, 2013 and 2012 for bad or déudsbts in respect of the amounts owed by related

parties.
Purchase
Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Other related parties - other related
parties’ chairperson or its
significant stockholder, is HTC's
chairperson $ 1,041 $ 4961 $ 46,818 $ 4961
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The following balances of trade payables from ezlgtarties were outstanding at the end of the tiegor
period:

September 30, December 31, September 30. January 1,

2013 2012 2012 2012
Other related parties - other related
parties’ chairperson, also as its
significant stockholder, is HTC's
chairperson $ 510 $ 19,269 $ 4,924 $ -

Purchase prices for related parties and third gg@miere similar. The outstanding of trade payaties
related parties are unsecured and will be setti@dsh.

Loans to Related Parties

September 30, December 31, September 30. January 1,

2013 2012 2012 2012
Associates
Principal $ - $ 6,554,025 $ 6,595538 $ -
Interest receivables - 46,068 24,413 -

$ - 6,600,093 $ 6,619,951 $ -

On July 19, 2012, the Company’s board of direcfmssed a resolution to offer US$225,000 thousand
short-term loan to Beats Electronics, LLC to supioe transition of Beats Electronics, LLC intoraghuct
company. This loan was secured by all the as$ddgats Electronics, LLC. Term loan must be repaid
in full no later than one year from signing datdazin agreement and the repayment can be madé at fu
any time during the term of the loan or at the yepent date. The calculation of interest is based o
LIBOR plus 1.5%, 3.5%, 5.5% and 7.5% for the figsiarter to the fourth quarter, respectively. The
principal and interest were received in full in 8u8013. The interest income amounted to NT$211,139
thousand and NT$24,413 thousand for the nine mantted September 30, 2013 and 2012, respectively.

Compensation of Key Management Personnel

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
Short-term benefits $ 396,995 $ 429,865 $ 517,933 $ 554,978
Post-employment benefits 574 898 2,484 8,907

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

$ 397,569 $ 430,763 $ 520,417 $ 563,885

The remuneration of directors and key executives determined by the remuneration committee having
regard to the performance of individuals and maniestds.
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Other Related-party Transactions

a. To enhance product diversity, the Company edterte a trademark and technology license agreement

with associates and other related parties. Thaltoyexpense was NT$197,125 and NT$193,492
thousand for the nine months ended September 3@, &9d 2012, respectively. As of September 30,
2013, December 31, 2012 and September 30, 201antloeints of unpaid royalty were NT$144,022
thousand, NT$130,960 thousand and NT$41,568 thdusaspectively.

Other related parties provide business congubkigrvice to the Company. The business consulting
service fees were NT$2,748 thousand and NT$8,6s6Hnd for the nine months ended September 30,
2013 and 2012, respectively. As of December 31228eptember 30, 2012 and January 1, 2012, the
unpaid business consulting service fees were N'B83tBousand, NT$7,845 thousand and NT$210

thousand, respectively.

The Company leased staff dormitory owned bylated party under an operating lease agreement.
The term of the lease agreement is from April 2@@2March 2015 and the rental payment is
determined at the prevailing rates in the surroumdirea. The Company recognized and paid rental
expenses amounting to NT$3,906 thousand for the mianths ended September 30, 2013 and 2012,
each.

The Company purchased auxiliary facilities diulding from other related parties. The price ever
NT$3,238 thousand and NT$55,891 thousand for the months ended September 30, 2013 and 2012,
respectively. As of December 31, 2012, the unpaidunt were NT$2,127 thousand.

33. PLEDGED ASSETS

To protect the rights and interests of its emplsyde September 2012, the Company deposited unpaid
employee bonus in a new trust account. The trebunt, which is under other current financial &sse
had amounted to NT$2,356,661 thousand, NT$3,645tBA0sand and NT$3,645,820 thousand as of
September 30, 2013, December 31, 2012 and Sept@Dpb2012 respectively.

As of September 30, 2013, December 31, 2012, Séeted®, 2012 and January 1, 2012 the Company had
provided time deposits of NT$1,057 thousand, NT®3,#tousand, NT$4,507 thousand and NT$68,700
thousand had been classified as other currentdiabassets, respectively, as collateral for redégdosits

and as part of the requirements for the Compargeta certificate from the National Tax Adminisitat

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

34. COMMITMENTS, CONTINGENCIES AND SIGNIFICANT CONT RACTS

a.

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

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

In June 2011, IPCom filed a new complaint agaimst@ompany alleging patent infringement of patent
owned by IPCom with the High Court in London, thaitdd Kingdom. In September 2011, the
Company filed declaratory judgment action for nofrfingement and invalidity in Milan, Italy. Legal
proceedings in above-mentioned courts in Germarlythe United Kingdom are still ongoing. The
Company evaluated the lawsuits and consideredskef patents-in-suits are low. Also, preliminary
injunction and summary judgment against the Comgaaywery unlikely.
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In March 2012, Washington Court granted on the Camgf{s summary judgment motion and ruled on

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

patents with the Appeal court. In December 2042 district court has granted a stay on case
currently in the US pending appeal decision.

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

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

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

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

On April 23, 2013, the District Court of Mannheinsihissed a complaint by Nokia that the Company
had infringed the German part of patent EP 1 583 (@ie ‘016 patent) entitled “A Communication
Network Terminal for Accessing Internet”, and awaddhe Company its legal costs. The Company
believes that this patent is invalid and will bentbouing with the invalidity actions in the German
Federal Patents Court and the English Patents Court

In May 2013, Nokia filed a second lawsuit agairtet Company in the District Court of Southern
California, concurrently with the ITC, alleging théhe Company infringed its patents. Nokia
requested ITC to prevent the Company from exporttn@nd selling in United States devices made
using Nokia’s patents and requested Southern @aldistrict court to grant damage compensation
upon Nokia. There are 7 asserted patents withliieand 3 asserted patents with the District court.

In June 2013, the ITC hearing was held. Nokiaioally asserted 9 patents in May 2012, in its
complaint and withdrew 6 patents. Thus, there veatg 3 patents bought to trial during the hearing.
In September 2013, the Initial Determination waenged that favors Nokia on two of the three patents
in suit. But, one of the asserted patent was mionged by the Company. The final determination
will be granted in January 2014. The Company hes worked on alternative solution for all future
products to ensure no business disruption in thendtket.
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In September 2013, the district court of Munichdhalhearing for the German part of its patent EP 1
246 071 (the ‘071 patent) entitled “Method of cgnafiing electronic devices”. The decision would be
handed down in November 2013. In October 2013,dibtrict court of Munich successively hold
hearings for the German part of its patent EP O 808 (the ‘046 patent) entitled “Method and
apparatus for updating the software of a mobilmiteal using the air interface” and its EP 1 148 681
(the ‘681 patent) entitled “Method for transferringsource information”. The decisions would be
handed down in December 2013 and January 2014.

On October 30, 2013, the London High Court handeginda judgment that the Company had infringed
the United Kingdom part of its patent EP 0 998 (B4 ‘024 patent) entitled “Modulator structure or
transmitter and a mobile station”. The judgmenters three handsets (Wildfire S, One and One SV).
The Company will be seeking to appeal the findingiediately.

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

c. In March 2008, Flashpoint Technology, Inc., &Uentity, sued the Company with 10 patents in the
District Court of Delaware alleging the Company rimjed its patents and seeking damage
compensation. The Company filed re-exams and igtdadl court case was stayed pending the result
of the re-examination from U.S. Patent and Trad&rdfice in November 2009, and is still stayed.

In May 2010, Flashpoint filed the first ITC invasition against the Company with ITC alleging that
the Company infringed its patents and requestedttr @revent the Company from importing to and
selling devices in the United States. In NovemB8&d1, the ITC Committee issued its Final
Determination and ruled that the Company doesniohge patents owned by Flashpoint.

In May 2012, Flashpoint filed another ITC investiga against the Company with ITC alleging that

the Company infringed its patents and requestedttl @revent the Company from importing to and

selling devices in the United States. In Septen20d3, the ITC Administrative Law Judge made an

Initial Determination that favors HTC on two of thieee patents in suit. On the matter of the third
patent, only two End-of-Life HTC device models pm#entially impacted. The Company believes the
Committee will made a Final Determination that fevéiTC. Meanwhile, the Company has also

worked on design around solution for all future durcts to ensure no business disruption in the US
market.

d. On the basis of its past experience and conigultawith its legal counsel, the Company has measu
the possible effects of the contingent lawsuit#®business and financial condition.

35. SIGNIFICANT EVENTS AFTER REPORTING PERIOD

On September 27, 2013, the Company’s board of tdireassed a resolution, expecting to sell back it
remaining interest on Beats Electronics, LLC totBd#ectronics, LLC for US$265,000 thousand in four
quarter of 2013. In conjunction with this transact the Company will also receive the repayment of
US$150,000 thousand promissory note plus accruedests which was issued by the founder of Beats
Electronics, LLC in July 2012 (please refer to thete 29 for details). The above transaction has
completed and related consideration has been estely November 1, 2013.

The scheduled period for the buyback plan of tngastock ranged from August 5, 2013 to October 4,
2013. At the date of expiry of the repurchasequgrcumulative shares held by the Company wered7,78
thousand shares at the cost of NT$1,033,846 thdusarhe total repurchase amount of treasury stgck b
the Company before September 30, 2013, under st lalan was NT$409,024 thousand.
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36. EXCHANGE RATES OF FINANCIAL ASSETS AND LIABILIT IES DENOMINATED IN
FOREIGN CURRENCIES

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

September 30, 2013 December 31, 2012 September 30, 2012 January 1, 2012
Foreign Foreign Foreign Foreign
Currencies Exchange Rate Currencies Exchange Rate Currencies Exchange Rate Currencies Exchange Rate
Financial assets
Monetary items
usb $ 2,525,500 29.63 $ 2,967,669 29.13 $ 2,799,164 29.31 $ 3,143,462 30.28
EUR 303,100 40.00 317,011 38.42 267,441 37.91 498,383 39.19
JPY 4,743,145 0.3027 10,626,742 0.3383 3,537,594 0.3779 373,750 0.3906
RMB 682,420 4.84 2,142,619 4.68 2,635,908 4.65 1,344,825 4.77
Non-monetary items
usD 128,965 29.63 123,781 29.13 113,045 29.31 89,493 30.28
Investments accounted for
by the equity method
usD 177,003 29.63 193,639 29.13 184,824 29.31 2,500 30.28
Einancial liabilities
Monetary items
usD 2,350,365 29.63 3,107,166 29.13 2,890,746 29.31 3,372,400 30.28
EUR 292,360 40.00 297,681 38.42 275,176 37.91 583,741 39.19
JPY 16,230,925 0.3027 17,276,121 0.3383 10,586,571 0.3779 678,211 0.3906
RMB 2,111,091 4.84 2,310,079 4.68 2,856,400 4.65 1,463,205 4.77

37. SIGNIFICANT CONTRACTS
Patent Agreement
The Company specializes in the research, designufaeture and sale of smart mobile devices. To
enhance the quality of its products and manufawguechnologies, the Company has patent agreenaents,

follows:

Contractor Contract Term Description

Apple, Inc. November 11, 2012 - November 10, The scope of this license agreement
2022 covers both the current and
future patents held by the parties
as agreed upon and specifically
set forth in the agreement, with
royalty payable as prescribed.

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

Qualcomm Incorporated. December 20, 2000 to the following Authorization to use CDMA
dates: technology to manufacture and
sell units; royalty payment based
a. If the Company materially breach  on agreement.
any agreement terms and fails to
take remedial action within 30 days
after Qualcomm’s issuance of a
written notice, the Company will be
prohibited from using Qualcomm’s
property or patents.
(Continued)
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Contractor Contract Term Description

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

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

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

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

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

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

b. Any time when the Company is hot
using any of Motorola’s intellectu
properties.

Siemens Aktiengesellschaftluly 2004 to the expiry dates of these Authorization to use GSM, GPRS
patents stated in the agreement. or EDGE patent license or
technology; royalty payment
based on agreement.

IV International Licensing November 2010 - June 2020 Authorization to use wireless
Netherlands, B.V. technology; royalty payment
based on agreement.
(Concluded)

. SEGMENT INFORMATION

Information reported to the chief operating decisinaker for the purposes of resource allocation and
assessment of segment performance focuses ondjge®ds or services delivered or provided. Under

IFRS 8 - “Operating Segments,” the Company is omgghand managed as a single reportable business
segment. The Company’s operations are mainly énrésearch, design, manufacture and sale of smart
mobile devices, and the operating revenue is niae 90 percent of the total revenue.
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Operating segment financial information is as felo

Geographical Areas

The Company’'s non-current assets (other than finhnmstruments, deferred tax assets and
post-employment benefit assets) located in Taiwahia single foreign country as of September 30,320

December 31, 2012, September 30, 2012 and Janua@y 2 were as follows:

September 30 December 31, September 30, January 1,

2013 2012 2012 2012
Taiwan $ 32,095,237 $ 30,004,905 $ 30,238,240 $ 26,579,662
Country Y 4,886,328 5,077,921 5,239,652 5,236,960
Country Z 441,215 1,249,807 1,300,836 10,271,855
Others 9,249,305 11,218,055 11,645,104 13,049,545

$ 46,672,085 $ 47,550,688 $ 48,423,832 $ 55,138,295

The Company’s revenues from Taiwan and from sifigteign country that were 10 percent or more of
consolidated total revenues for the nine monthe@Beptember 30, 2013 and 2012 were as follows:

Nine Months Ended September 30

2013 2012
Taiwan $ 16,549,481 $ 17,705,051
Country Y 27,943,443 39,466,512
Country Z 40,851,070 51,932,187
Others 75,159,005 119,903,545

$ 160,502,999 $ 229,007,295
Major Customers
The Company did not have transactions with singleereal customers where revenues amount to 10
percent or more of the Company's total revenueth®nine months ended September 30, 2013 and 2012.
39. FIRST-TIME ADOPTION OF IFRSs
a. Basis of the preparation for financial inforroatunder IFRSs
The Company’s consolidated financial statementgternine months ended September 30, 2013 not
only follows the significant accounting policieat&d in Note 4 but also applies the requirementeun
IFRS 1 “First-time Adoption of IFRS” as the bagis the preparation.
b. Effect of the transition from ROC GAAP to IFRSs
Except for the following additional information d¢ime impact on the transition to IFRSs, please refer
Note 38 to the consolidated financial statementsf &darch 31, 2013 for the impact on the Company’s

consolidated balance sheets and consolidated staterof comprehensive income after transition to
IFRSs.
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1) Reconciliation of consolidated balance sheetf &eptember 30, 2012

Effect of the Transition from
ROC GAAP to IFRSs

Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Assets Assets
Current assets Current assets
Cash and cash $ 50,516,048 - $ (5,228,186) $ 45,287,862 Cash and cash a)
equivalents equivalents
Available-for-sale 50,520 - - 50,520 Available-for-sale
financial assets - financial assets -
current current
Restricted assets - current 3,650,327 - 5,228,186 8,878,513 Other financial assets - a)
current
Accounts receivable, net 40,798,544 - - 40,798,544 Accounts receivable, net
Other financial assets - 1,657,611 - - 1,657,611 Other receivables
current
Other receivables - 6,619,951 - - 6,619,951 Other receivables -
related parties related parties
Income tax receivables 104,405 - - 104,405 Current tax assets
Inventories 21,396,402 - - 21,396,402 Inventories
Prepayments 5,741,555 - - 5,741,555 Prepayments
Deferred income tax 4,080,578 - (4,080,578) - - b)
assets - current
Other current assets 3,333 - - 3,333 Other current assets
Total current assets 134,619,274 - (4,080,578) 130,538,696 Total current assets
Non-current assets Non-current assets
Available-for-sale 183 - - 183 Available-for-sale
financial assets - financial assets -
non-current non-current
Held-to-maturity 202,070 - - 202,070 Held-to-maturity
financial assets - financial assets -
non-current non-current
Financial assets 3,962,435 - - 3,962,435 Financial assets
measured at cost - measured at cost -
non-current non-current
Investments accounted 5,663,059 - - 5,663,059 Investments accounted
for using equity for using equity
method method
Properties 25,541,331 - 257,157 25,798,488 Property, plant and g), h)
equipment
Intangible assets 12,118,932 (342) 177,922 12,296,512 Intangible assets d), 9)
Refundable deposits 185,409 - - 185,409 Refundable deposits
Deferred charges 960,736 - (960,736) - - 9)
Deferred income tax 4,335,863 86,000 4,425,726 8,847,589 Deferred tax assets b), c)
assets - non-current
Long - term receivable 4,397,025 - - 4,397,025
Prepaid pension cost - 200,318 (81,686) - 118,632 Prepaid pension cost - d)
non-current non-current
Other non-current assets 9,803,175 - 525,657 10,328,832 Other non-current assets @), h)
Total non-current assets 67,370,536 3,972 4,425,726 71,800,234 Total non-current assets
Total $ 201,989,810 3,972 $ 345,148 $ 202,338,930 Total
Liabilities and Liabilities and
stockholders’ equity stockholders’ equity
Current liabilities Current liabilities
Financial liabilities at fai $ 137,633 - $ - $ 137,633 Financial liabilities at fai
value through profit or value through profit or
loss - current loss - current
Hedging derivative 82,213 - - 82,213 Hedging derivative
liabilities - current liabilities - current
Notes and accounts 64,776,187 - - 64,776,187 Notes and accounts
payable payable
Other payables 39,576,302 110,947 - 39,687,249 Other payables f)
Income tax payable 3,895,103 - - 3,895,103 Current tax liabilities
- - - 11,847,666 11,847,666 Provisions - current e)
Other current liabilities 14,260,610 - (11,847,666) 2,412,944 Other current liabilities e)
Total current liabilities 122,728,048 110,947 - 122,838,995 Total current liabilities
Non-current liabilities Non-current liabilities
- - - 345,148 345,148 Deferred tax liabilities b)
Guarantee deposits 122,830 - - 122,830 Guarantee deposits
received received
Total non-current 122,830 - 345,148 467,978 Total non-current
liabilities liabilities
Total liabilities 122,850,878 110,947 345,148 123,306,973 Total liabilities
(Continued)
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Effect of the Transition from
ROC GAAP to IFRSs

IFRSs

Measurement
ROC GAAP or Recognition Presentation
Item Amount Difference Difference Amount
Stockholders’ equity
Common stock $ 8,520,521 $ - $ - $ 8,520,521
Capital surplus 16,619,594 (18,037) - 16,601,557
Retained earnings 69,139,326 (57,097) - 69,082,229
Other equity
Cumulative translation (1,008,358) (32,134) - (1,040,492)
adjustments
Net losses not (293) 293 - -
recognized as
pension cost
Unrealized gain on 22,153 - - 22,153
available-for-sale
financial assets
Cash flow hedge (88,521) - - (88,521)
Treasury shares (14,065,490) - - (14,065,490)
Total equity attributable 79,138,932 (106,975) - 79,031,957
to stockholders of the
parent
Total $ 201,989,810 $ 3,972 $ 345,148 $ 202,338,930

2) Reconciliation of consolidated statement of comghpnsive income

September 30, 2012

Effect of the Transition from
ROC GAAP to IFRSs

Item Note
Equity attributable to
owners of the parent
Common stock
Capital surplus i)
Retained earnings c), d), ),
0. 1)
Other equity
Exchange differences j)
on translating
foreign operation
- d)

Unrealized gain on
available-for-sale
financial assets

Cash flow hedge

Treasury shares

Total equity attributable
to owners of the parent

Total

(Concluded)

for the nine months ended

Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Revenues $ 229,007,295 $ - $ - $ 229,007,295 Revenues
Cost of revenues 169,899,456 (1,505) - 169,897,951 Cost of revenues d), f)
Gross profit 59,107,839 1,505 - 59,109,344 Gross profit
Operating expenses Operating expenses
Selling and marketing 23,934,412 993 - 23,935,405 Selling and marketing d), f)
General and 4,860,906 1,595 - 4,862,501 General and d), f)
administrative administrative
Research and 12,099,522 9,177 - 12,108,699 Research and d), f)
development development
Total operating expenses 40,894,840 11,765 - 40,906,605 Total operating expenses
Operating profit 18,212,999 (10,260) - 18,202,739  Operating profit
Non-operating income and 113,311 - - 113,311  Non-operating income and
expenses expenses
Profit before income tax 18,326,310 (10,260) - 18,316,050 Profit before income tax
Income tax (1,746,526) 28,000 - (1,718,526) Income tax c)
Profit for the period $ 16,579,784 $ 17,740 $ - 16,597,524  Profit for the period
(1,040,492) Exchange differences on
translating foreign
operation
19,214  Unrealized gain on
available-for-sale
financial assets
(88,521) Cash flow hedge
(1,109,799) Other comprehensive
income and loss for the
period, net of income tax
$ 15,487,725 Total comprehensive
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3)

4)

5)

Reconciliation of consolidated statement of coghpnsive income
September 30, 2012

Effect of the Transition from
ROC GAAP to IFRSs

for the three months ended

Measurement
ROC GAAP or Recognition Presentation IFRSs
Item Amount Difference Difference Amount Item Note
Revenues $ 70,176,838 $ - $ - $ 70,176,838 Revenues
Cost of revenues 52,626,384 (6,025) - 52,620,359 Cost of revenues d), f)
Gross profit 17,550,454 6,025 17,556,479 Gross profit
Operating expenses Operating expenses
Selling and marketing 7,174,926 (861) 7,174,065 Selling and marketing d), f)
General and 1,424,393 (1,285) 1,423,108 General and d), f)
administrative administrative
Research and 4,038,258 (7,949) 4,030,309 Research and d), f)
development development
Total operating expenses 12,637,577 (10,095) 12,627,482 Total operating expenses
Operating profit 4,912,877 16,120 4,928,997 Operating profit
Non-operating income and (1,009,640) - (1,009,640) Non-operating income and
expenses expenses
Profit before income tax 3,903,237 16,120 3,919,357  Profit before income tax
Income tax 201,715 23,000 224,715 Income tax c)
Profit for the period $ 4104952 $ 39,120 $ 4,144,072  Profit for the period
(499,887) Exchange differences on
translating foreign
operation
(10,373) Unrealized loss on
available-for-sale
financial assets
(70,527) Cash flow hedge
(580,787) Other comprehensive
income and loss for the
period, net of income tax
$ 3,563,285 Total comprehensive

Optional exemptions from IFRS 1

The major optional exemptions the Company adoptedanuary

description in Consolidated Financial StatementgHe three months ended March 31, 2013.

income

1, 2012 is same with the
For

more information, please refer to Note 38 of Coidsdéd Financial Statements for the three months

ended March 31, 2013.

Explanations of significant reconciling itemstlre transition to IFRSs

Material differences between the accounting pdicieder ROC GAAP and the accounting policies

adopted under IFRSs were as follows:

a) Under ROC GAAP, the term “cash” used in therigial statements includes cash on hand,

demand deposits, check deposits, time depositsatieatancellable but without any loss of
principal and negotiable certificates of depostttare readily salable without any loss of
principal. However, under IFRSs, cash equivalamnés short-term, highly liquid investments
that are both readily convertible to known amowftsash and so near their maturity that they
present insignificant risk of changes in value. Amestment normally qualifies as a cash
equivalent only when it has a short maturity obthmonths or less from the date of acquisition.
Some certificates of deposit the Company held haturty of more than 3 months from the
date of investment. Thus, as of September 30, ,26&Zeclassification adjustment resulted in
decreases of NT$5,228,186 thousand in “cash aridezasvalents” and increases by the same
amounts in “other current financial assets.”
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b)

d)

Under ROC GAAP, a deferred income tax assetatility should be classified as current or
noncurrent in accordance with the classificationttaf related asset or liability for financial
reporting. However, a deferred income tax assdiability that is not related to an asset or
liability for financial reporting should be classifl as current or noncurrent on the basis of the
expected length of time before it is realized dtleg. By contrast, under IFRSs, a deferred
income tax asset or liability is always classifesdnoncurrent. Thus, as of September 30, 2012,
the reclassification adjustment resulted in de@easf NT$4,080,578 thousand in “deferred
income tax asset - current” and increases by the sanounts in “deferred income tax assets -
non-current.”

Under ROC GAAP, deferred tax assets are recognizddll but are reduced by a valuation
allowance account if there is evidence showing ¢habrtion of or all the deferred tax assets
will not be realized. However, under IFRSs, antgmecognizes only to the extent that it is
highly probable that taxable profits will be avaikagainst which the deferred tax assets can be
used; thus, a valuation allowance account is netlusThus, as of September 30, 2012, the
reclassification adjustment resulted in decreas&§l$6,886,502 thousand in “deferred income
tax assets” and in the valuation allowance accouAtso, as of September 30, 2012, the
reclassification adjustment resulted in increadeNT$345,148 thousand in “deferred income
tax assets” and “deferred income tax liabilities”.

Under ROC GAAP, deferred income tax assets abilliies from intergroup sales are
recognized for the change in tax basis using tkeate of ROC. However, under IFRSs, the
buyer's tax rates are used instead. Thus, the I&&8stment as of September 30, 2012
resulted in increases of NT$86,000 thousand in €idefl income tax assets” and in
“accumulated earnings” and a decrease in “incoxiebia NT$28,000 thousand.

Under IFRS 1, the Company elected to recognizeumulative actuarial gains and losses
relating to employee benefits at the date of ttaorsito IFRSs. Thus, as of September 30,
2012, the IFRS adjustment resulted in a decreasadcumulated earnings” by NT$82,321
thousand due to decreases in “deferred pensiori bpsNT$342 thousand, “defined benefit
assets” by NT$81,686 thousand and “net loss naigrdzed as pension cost” by NT$293
thousand. In addition, this adjustment resultedenreases in “cost of revenues” by NT$374
thousand, “Selling and marketing expenses” by NT$ttusand, “general and administrative
expenses” by NT$161 thousand and “research andapewg expenses” by NT$730 thousand.

Under ROC GAAP, if an obligation is probable (ilikely to occur) and the amount could be
reasonably estimated, it is a contingent liabiityd should be accrued for, but under which
account is not clearly defined. However, under 38Rit defines “provisions” as obligations
that are probable (i.e., more likely than not) dne amount could be reasonably estimated.
Thus, as of September 30, 2012, the reclassifitatidjustment resulted in decreases of
NT$11,847,666 thousand in “other current liabifitieand increases by the same amounts in
“provisions - current.”

f) Accumulated compensated absences are not addressexisting ROC GAAP; thus, the

Company has not recognized the expected cost dbgegbenefits in the form of accumulated
compensated absences at the end of reporting periddowever, under IFRSs, when the
employees render services that increase theidesnént to future compensated absences, an
entity should recognize the expected cost of engddyenefits at the end of reporting periods.
Thus, as of September 30, 2012 resulted in (a) aedse in “accumulated earnings” by
NT$110,947 thousand due to an increase of “accexgnses”; (b) a decrease in “cost of
revenues” by NT$1,131 thousand, (c) increases #gllilg and marketing expenses” by
NT$1,094 thousand, “general and administrative Bgpgs’ by NT$1,756 thousand and
“research and developing expenses” by NT$9,907stuwdl
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9)

h)

)

Under ROC GAAP, deferred charges are classifieder other assets. Transition to IFRSSs,
deferred charges are classified under “propergntphnd equipment”, “other intangible assets”
and “other assets - other” according to the natufiéhus, as of September 30, 2012, the
Company reclassified NT$615,834 thousand of “defércharges” to “property, plant and
equipment”; and reclassified NT$177,922 thousantideferred charges” to “other intangible
assets” and reclassified NT$166,980 thousand défded charges” to “other assets - other”.

The Company purchased fixed assets and madaypnepts, pursuant to the “Rules Governing
the Preparation of Financial Statements by Seearifissuers.” Such prepayments are
presented as “properties”. Transition to IFRSg, phepayments are classified under “other
assets - other”. Thus, as of September 30, 2012,Gompany reclassified NT$358,677
thousand of “property, plant and equipment” to &thssets - other”.

Under ROC GAAP, if an investee issues new shares an investor does not purchase new
shares proportionately, capital surplus and thg-tenm equity investment accounts should be
adjusted for the change in the investor's holdiegcpntage and interest in the investee’s net
assets. By contrast, under IFRSs, a reductiomwstor’'s ownership interest that results in
loss of significant influence on or control over evestee would be treated as a deemed
disposal, with the related gain or loss recognipeprofit or loss. An entity may elect not to
adjust the difference retrospectively, and the Camypelected to use the exemption from
retrospective application. The IFRS adjustmentilted in a decrease of capital surplus -
long-term equity investments of NT$18,037 thousamtl a corresponding increase of
accumulated earnings by related rules.

The Company elected to reset the accumulatemhbeab of exchange differences resulting from
translating foreign operation to zero at the dditeamsition to IFRSs, and the reversal has been
used to adjust accumulated earnings as of Janu2@12. The gain or loss on any subsequent
disposals of any foreign operations should excladeumulated balances of exchange
differences resulting from translating foreign ayiem that arose before the date of transition to
IFRSs. Therefore, the IFRS adjustment resulted itlecrease in accumulated balances of
exchange differences resulting from translatingeifpn operation and an increase in
accumulated earnings by NT$32,134 thousand each.
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