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REPORT OF INDEPENDENT ACCOUNTANTS TRANSLATED FROM CHINESE

PWCR13000923
To the Board of Directors and Stockholders of Yuanta Futures Co., Ltd. :

We have audited the accompanying consolidated balance sheets of Yuanta Futures Co., Ltd. and its
subsidiaries (formerly Polaris Man Financial Futures Co., Ltd. and subsidiaries) as of June 30, 2013,
December 31, 2012, June 30, 2012 and January 1, 2012, the related consolidated statements of
comprehensive income for the three-month and six-month periods ended June 30, 2013 and 2012, as
well as the statements of changes in equity and of cash flows for the six-month periods ended June 30,
2013 and 2012. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the “Rules Governing the Audit of Financial Statements
of Financial Institutions by Certified public Accountants” and generally accepted auditing standards in
the Republic of China. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatements. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall consolidated financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Yuanta Futures Co., Ltd. and its subsidiaries as of June
30, 2013, December 31, 2012, June 30, 2012 and January 1, 2012, their consolidated financial
performance for the three-month and six-month periods ended June 30, 2013 and 2012 and their cash
flows for the six-month periods ended June 30, 2013 and 2012, in conformity with the “Regulations
Governing the preparation of Financial Reports by Futures Commission Merchants”, IAS 34, “Interim
Financial Reporting” and IFRS 1, “First-time Adoption of International Financial Reporting
Standards” as endorsed by the Financial Supervisory Commission.



Yuanta Futures Co., Ltd. re-consigned foreign futures trading business to MF Global Singapore Pte.
Limited Taiwan Branch., and MF Global Futures Trust Co., Ltd., the investee of Yuanta Futures Co.,
Ltd. accounted for under the equity method, consigned trading business of MF Global Multi-Strategy
Futures Trust Fund it managed to MF Global Singapore Pte. Limited that went into liquidation
procedures in 2012 as described in Notes 6(2), 6(3) and 9(1).

As described in Notes 1(1), 6(11), and 20 to the consolidated financial statements, on October 6, 2011,
the Board of Directors of the former Polaris Futures Co., Ltd. at their meeting resolved to merge with
Yuanta Futures Co., Ltd. and set April 1, 2012 as the merger date by issuing new shares to increase
capital based on a conversion ratio of 1 share of Yuanta Futures Co., Ltd. to 1.01 shares of Polaris
Futures Co., Ltd. amounting to $1,010,000 with a par value of $10 (in dollar) per share and totaling
101,000 thousand shares. Polaris Futures Co., Ltd. has obtained the approval to change its name to
“Yuanta Polaris Securities Co., Ltd.”. Further, subsidiary—Polaris Futures (Hong Kong) Co., Ltd. was
renamed Yuanta Futures (Hong Kong) Co., Ltd.. According to the regulations, for structure
reorganization of the Group under joint control through business combination between subsidiaries
within the Group in share swaps, it shall be assumed that the business combination had taken place on
October 3, 2011 when preparing comparative consolidated financial statements, and prior years’
consolidated financial statements shall be restated in accordance with R.O.C. GAAP. Therefore, the
consolidated financial statements of the Company and its subsidiaries as of January 1, 2012 and for the
first quarter, 2012 were restated based on consolidated financial statements of the former Polaris
Futures Co., Ltd. and its subsidiaries and consolidated financial statements of Yuanta Futures Co., Ltd.
and its subsidiaries for the corresponding period, which were audited by us. Retrospective application
of IFRSs is applied when preparing the consolidated financial statements.



We have also audited the parent company only financial statements of Yuanta Futures Co., Ltd. as of
and for the years ended December 31, 2013 and 2012, and have expressed a modified unqualified
opinion on such financial statements.

PricewaterhouseCoopers, Taiwan
August 22, 2013

Taipei, Taiwan

Republic of China

The accompanying consolidated financial statements are not intended to present the financial position and results
of operations and cash flows in accordance with accounting principles generally accepted in countries and
jurisdictions other than the Republic of China. The standards, procedures and practices in the Republic of China
governing the audit of such financial statements may differ from those generally accepted in countries and
jurisdictions other than the Republic of China. Accordingly, the accompanying consolidated financial statements
and report of independent accountants are not intended for use by those who are not informed about the
accounting principles or auditing standards generally accepted in the Republic of China, and their applications in
practice.

As the financial statements are the responsibility of the management, PricewaterhouseCoopers cannot accept any
liability for the use of, or reliance on, the English translation or for any errors or misunderstandings that may
derive from the translation.



YUANTA FUTURES CO., LTD. AND SUBSIDIARIES
(FORMERLY POLARIS MAN FINANCIAL FUTURES CO., LTD. AND SUBSIDIARIES)
CONSOLIDATED BALANCE SHEETS
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

June 30, 2013 December 31, 2012 June 30, 2012 January 1, 2012
Assets Notes AMOUNT % AMOUNT % AMOUNT % AMOUNT %
Current assets

Cash and cash equivalents 6(1)and 7 $ 4,882,299 12 $ 5,002,915 13 3 4,524,163 1 $ 5,082,263 13
Financial assets at fair value through profit or loss - current 6(2) and 11 13,213 - 31,620 - 67,800 - 40,829 -
Available-for-sale financial assets - current 6(5) 69,146 - 103,315 - 265,859 1 - -
Margin deposit 6(3)and 7 32,783,003 83 32,222,749 83 34,105,460 84 33,976,856 83
Futures trading margin receivable 6 - 25 - 70 - 160 -
Accounts receivable - non-related parties 3,601 - 3,914 - 23,993 - 22,858 -
Accounts receivable - related parties 7 3,761 - 12,502 - 8,231 - 11,298 -
Prepayments 9,513 - 7,897 - 5,161 - 5,567 -
Other receivables - non-related parties 6(2) 93,240 - 54,143 - 87,426 - 24,914 -
Other receivables - related parties 6(2) and 7 5,623 - 9,804 - 31,005 - 130,633 -
Current income tax assets 112 - 112 - 4,295 - 3,750 -
Other current assets 10 - 20 - 2,646 - - -

Total Current Assets 37,863,527 9% 37,449,016 96 39,126,109 96 39,299,128 96

Non-current assets

Available-for-sale financial assets - noncurrent 6(5) 862,494 2 783,671 2 810,783 2 689,210 2
Investments accounted for under the equity method 6(4) 71,154 - 72,957 - 77,240 - 79,760 -
Property and equipment 6(8) 138,649 1 136,960 - 97,207 - 121,474 -
Intangible assets 6(9) 44,405 - 40,421 - 49,923 - 12,933 -
Deferred income tax assets 6(24) 18,317 - 21,980 - 13,338 - 13,399 -
Operations guarantee deposits 6(6) and 7 185,000 1 195,000 1 215,000 1 285,000 1
Clearing and settlement funds 6(7) 490,139 1 327,098 1 351,098 1 396,000 1
Refundable deposits 13,609 - 15,770 - 16,196 - 18,777 -
Deferred expenses 3,828 - 6,808 - 9,788 - 36,281 -
Prepayments for equipment 6,465 - 25,062 - 39,003 - 13,360 -

Total Non-current Assets 1,834,060 5 1,625,727 4 1,679,576 4 1,666,194 4
Total Assets $ 39,697,587 E $ 39,074,743 100 $ 40,805,685 100 $ 40,965,322 100

(Continued)
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YUANTA FUTURES CO., LTD. AND SUBSIDIARIES

(FORMERLY POLARIS MAN FINANCIAL FUTURES CO., LTD. AND SUBSIDIARIES)

CONSOLIDATED BALANCE SHEETS

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

June 30, 2013

December 31, 2012

June 30, 2012

January 1, 2012

Liabilities and Equity Notes AMOUNT % AMOUNT % AMOUNT % AMOUNT %
Current liabilities
Financial liabilities at fair value through proft or loss - current 11 $ 5,359 - 10,312 - 7,051 - 13,410 -
Futures traders' equity 6(3) and 7 32,653,603 82 32,106,544 82 33,939,397 83 33,876,957 83
Accounts payable - non-related parties 66,867 - 66,459 - 82,397 - 73,049 -
Accounts payable — related parties 7 22,429 - 24,423 - 25,222 - 26,225 -
Collection for third parties 6,424 - 5,415 - 9,212 - 4,497 -
Other payables - non-related parties 260,211 1 161,139 1 216,505 1 240,443 1
Other payables - related parties 7 410 - - - 598 - 811 -
Income tax payable 42,352 - 29,265 - 27,945 - 25,205 -
Provision -current 3,417 - 4,310 - 12,839 - 12,473 -
Other current liabilities - - - - 2,641 - - -
Total current liabilities 33,061,072 83 32,407,867 83 34,323,807 84 34,273,070 84
Non-current liabilities
Provisions —non-current 41,875 - 40,517 - 60,275 - 59,733 -
Deferred income tax liabilities 1,234 - - - - - - -
Total Non-current Liabilities 43,109 - 40,517 - 60,275 - 59,733 -
Total liabilities 33,104,181 83 32,448,384 83 34,384,082 84 34,332,803 84
Equity attributable to owners of the parent company
Capital Stock 6(11)
Common stock 2,322,763 6 2,322,763 6 2,322,763 6 1,312,763 3
Capital Reserve 6(12)
Paid-in capital in excess of par value 1,894,643 5 1,952,712 5 2,003,905 5 361,300 1
Paid-in capital from business merger 46,333 - 46,333 - 46,333 - 46,333 -
Retained Earnings
Legal reserve 6(14) 409,088 1 356,697 1 356,697 1 310,230 1
Special reserve 6(13) 1,090,016 3 977,083 3 978,713 2 874,107 2
Unappropriated earnings 6(14) 300,351 1 525,033 1 241,450 1 437,491 1
Other Equity
Exchange differences arising from translation of foreign operations ( 11,214) - 17,984) - 13,634) - 11,672) -
Unrealized gain (loss) on valuation of available-for-sale financial assets 6(5) 541,426 1 463,722 1 485,376 1 417,399 1
Prior interest under joint control - - - - - - 2,884,568 7
Total Equity 6,593,406 17 6,626,359 17 6,421,603 16 6,632,519 16
TOTAL LIABILITIES AND EQUITY $ 39,697,587 100 39,074,743 100 40,805,685 100 40,965,322 100

The accompanying notes are an integral part of these financial statements.
See report of independent accountants dated August 22, 2013.
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YUANTA FUTURES CO., LTD. AND SUBSIDIARIES

(FORMERLY POLARIS MAN FINANCIAL FUTURES CO., LTD. AND SUBSIDIARIES)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS, EXCEPT EARNINGS PER SHARE AMOUNTS)

Revenues
Brokerage
Securities commission revenue
Clearance fee from consignation
Gain on disposal of derivative
financial instruments
Futures administrative fee revenue
Futures management fee revenues
Futures advisory revenues
Other operating revenues
Total Revenues
Brokerage fee
Dealer handling fee
Financial cost
Futures commission
Clearance fee
Employee benefits fee
Depreciation and amortization
expense
Other operating expenses
Total operating income
Share of profit/(loss) of associates and
joint ventures accounted for under
equity method
Other gains and losses
Income before income tax
Income tax expense
Net Income
Other comprehensive income
Exchange differences arising from
translation of foreign operations
Unrealized gain on valuation of
available-for-sale financial assets
Other comprehensive income
for the period (net of tax)
Total comprehensive income for the
period
Net income attributable to :
Equity holders of the Company
Prior interest under joint control

Total comprehensive income
attributable to :
Equity holders of the Company
Prior interest under joint control

Earnings per Share (in dollars)
Basic Earnings per Share
Equity holders of the Company
Prior interest under joint control

Total Basic Earnings per Share

Diluted Earnings per Share
Equity holders of the Company
Prior interest under joint control
Total Diluted Earnings per

Share

For the three-month periods ended June 30,

For the six-month periods ended June 30,

2013 2012 2013 2012
Notes Amount % Amount % Amount % Amount %
6(16) and 7 $ 621,879 89 $ 622,447 81 $ 1,151,843 91 $ 1,184,528 79
7 644 - 664 - 1,252 - 1,782 -
6(17) and 7 22,597 3 30,941 4 36,024 3 50,355 4
6(18)
55,321 8 117,467 15 77,720 6 253,972 17
- - 3 - - - 3 -
120 - - - 222 - - -
1,888 - 1,547 - 3,073 - 2,124 -
673 - 592 - 1,268 - 1,611 -
703,122 100 773,661 100 1,271,402 100 1,494,375 100
6(19) ( 92,533) ( 13) ( 110,238) ( 14) ( 179,416) ( 14) ( 207,439) ( 14)
6(19) ( 4602) (1) ( 16,096) ( 2) ( 10,748) (1) ( 31,266) (2
( 5288) (1) ( 7546) (1) ( 11,900) (1) ( 13,979) (1)
6(20) and 7 ( 135,583) ( 19) ( 139,360) ( 18) ( 251,292) ( 20) ( 270,242) ( 18)
( 83,133) ( 12) ( 111,089) ( 14) ( 159,119) ( 12) ( 201,515) ( 14)
6(22) ( 145664) ( 21) ( 136,790) ( 18) ( 266,259) ( 21) ( 265,411) ( 18)
6(21)
( 22,862) ( 3) ( 21,612) ( 3) ( 45,647) (4 ( 43837) ( 3)
6(21) and 7 ( 109,483) ( 15) ( 159,199) ( 21) ( 226,380) (_ 18) ( 319,594) ( 21)
103,974 15 71,731 9 120,641 9 141,092 9
6(4)
755) - 1,090) - ( 1,803) - ( 2,520) -
6(23) 135,629 19 148,420 19 249,242 20 248,612 17
238,848 34 219,061 28 368,080 29 387,184 26
6(24) 40,033) (__ 6) ( 32,646) ( ) ( 69 73 ) ( ) ( 58,314) ( )
198,815 _ 28 186,415 328870
6(15)
1,828 1 2,370 - 6,770 1 ( 1,962) -
15,248 2 ( 38,633) (5 77,704 6 67,977 4
17,076 3 ( 36,263) ( 5) 84,474 7 66,015 4
$ 215,891 31 $ 150,152 19 $ 382,821 30 $ 394,885 26
$ 198,815 28 $ 186,415 24 3 298,347 23 % 269,570 18
- - - - - - 59,300 4
$ 198,815 28 $ 186,415 24 3 298,347 23 3 328,870 22
$ 215,891 31 % 150,152 19 $ 382,821 30 $ 335,585 22
- - - - - - 59,300 4
$ 215,891 1 $ 150,152 19 $ 382,821 30 $ 394,885 26
6(25)
$ 085 $ 081 $ 128 $ 117
- - - 0.25
$ 085 $ 081 $ 128 $ 142
$ 085 $ 081 $ 128 $ 117
- - - 0.25
$ 085 $ 081 $ 128 $ 142

The accompanying notes are an integral part of these financial statements.
See report of independent accountants dated August 22, 2013.
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2012

YUANTA FUTURES CO., LTD. AND SUBSIDIARIES
(FORMERLY POLARIS MAN FINANCIAL FUTURES CO., LTD. AND SUBSIDIARIES)
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE SIX-MONTH PERIODS ENDED JUNE 30,
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

Equity attributable to owners of the parent

Balance as of January 1, 2012
Appropriation of prior year's earnings
Legal reserve
Special reserve
Cash dividends
Distribution of surplus by dissolving entity
Bad debts adjustments of the dissolved companies
Changes in other capital reserves

New shares issuance on April 1, 2012 due to merger

Net income for the period
Other comprehensive income for the period
Balance at June 30, 2012

2013

Balance as of January 1, 2013
Appropriation of prior year's earnings

Legal reserve

Special reserve

Cash dividends
Changes in other capital reserves

Distribution of capital reserves as cash dividends
Net income for the period
Other comprehensive income for the period
Balance at June 30, 2013

Capital Reserves Retained Earnings Other Equity Interest
Exchange
differences Unrealized gain
arising from (loss) on
Paid-in capital in Paid-in capital translation of available-for- Prior interest
excess of par from business Unappropriated foreign sale financial under joint
Common Stock value merger Legal reserve Special reserve earnings operations assets control Total equity
$ 1,312,763 $ 361,300 $ 46,333 $ 310,230 $ 874,107 $ 437,491 $ 11672) $ 417,399 $ 2,884,568 $ 6,632,519
- - - 46,467 - 46,467 ) - - - -
- - - - 104,606  ( 104,606 ) - - - -
- - - - - 314,538 ) - - - 314,538 )
- - - - - - - - 291,188 ) ( 291,188 )
- - - - - - - - ( 75) ( 75)
1,010,000 1,642,605 - - - - - - (2,652,605 ) -
- - - - - 269,570 - - 59,300 328,870
- - - - - - ( 1,962 ) 67,977 - 66,015
$ 2,322,763 $ 2,003,905 $ 46,333 $ 356,697 $ 978,713 $ 241,450 $ 13634 ) $ 485,376 $ - $ 6,421,603
$ 2,322,763 $ 1,952,712 $ 46,333 $ 356,697 $ 977,083 $ 525,033 $ 17984 ) $ 463,722 $ - $ 6,626,359
- - - 52,391 - ( 52,391 ) - - - -
- - - - 112,933 ( 112,933 ) - - - -
- - - - - 357,705 ) - - - 357,705 )
- 58,069 ) - - - - - - - 58,069 )
- - - - - 298,347 - - - 298,347
) B B - - - 6,770 77,704 - 84,474
$ 2,322,763 $ 1894643 $ 46,333  $ 409,088  $ 1,090,016  $ 300,351 ($ 11214 ) $ 541426  $ - $ 6,593,406

The accompanying notes are an integral part of these financial statements.
See report of independent accountants dated August 22, 2013.
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YUANTA FUTURES CO., LTD. AND SUBSIDIARIES

(FORMERLY POLARIS MAN FINANCIAL FUTURES CO., LTD. AND SUBSIDIARIES)

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE SIX-MONTH PERIODS ENDED JUNE 30,

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax

Adjustments to reconcile income before income tax to net cash

provided by operating activities:

Income and expenses having no effect on cash flows

Write-off of bad debts

Depreciation

Amortization

Loss on disposal of property and equipment
Interest income

Interest expense

Gain on disposal of available-for —sale financial assets

Share of the profit or loss of associates and joint ventures

accounted for using the equity method
Dividend income

Changes in assets/liabilities relating to operating activities

Net changes in operating assets

Financial assets at fair value through profit or loss - current

Margin deposits

Futures trading margin receivable
Accounts receivable - non-related parties
Accounts receivable - related parties
Prepayments

Other receivables - non-related parties
Other receivables - related parties

Other current assets

Net changes in liabilities relating to operating activities

Financial liabilities at fair value through proft or loss - current (

Futures traders' equity
Accounts payable- non-related parties
Accounts payable - related parties
Advance collections
Other payables - non-related parties
Other payables - related parties
Other current liabilities
Provision -current
Provision —non-current
Cash generated from operations
Interest received
Dividend received
Income tax paid
Interest paid
Net cash provided by operating activities

2013 2012
$ 368,080 387,184
- 75)
35,869 27,049
9,778 16,788
- 4,601
( 201,023 ) 218,518 )
11,900 13,979
( 85) -
1,803 2,520
( 34,751) 37,584 )
18,407 26,971)
( 560,254 ) 128,604 )
19 90
313 1,135)
8,741 3,067
( 1,616 ) 406
287 24,844)
4,181 99,628
10 2,646 )
4,953) 6,359 )
547,059 62,440
408 9,348
( 1,994) 1,003)
1,009 4,715
55,533 89,773)
410 213)
- 2,641
( 893) 366
1,358 542
259,596 97,639
195,026 218,434
1,364 -
( 53,070 ) 56,058 )
( 14,099 ) 9,486 )
388,817 250,529

(Continued)




YUANTA FUTURES CO., LTD. AND SUBSIDIARIES

(FORMERLY POLARIS MAN FINANCIAL FUTURES CO., LTD. AND SUBSIDIARIES)

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE SIX-MONTH PERIODS ENDED JUNE 30,

(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS)

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of available-for-sale financial assets - current

Proceeds from disposal of available-for-sale financial assets

Acquisition of property and equipment

Increase in prepayments for equipment

Increase in intangible assets

Decrease in operations guarantee deposits

Decrease (increase) in clearing and settlement funds
Decrease in refundable deposits

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITY

Payment of cash dividends
Effect of change in foreign exchange rates
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

NON-CASH FINANCING ACTIVITIES

Cash dividends declared, not distributed

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

2013 2012
($ 10,178) ($ 319,455 )
43,313 .

( 18,098) ( 5,314)
( 10,865) ( 29,162)
- 25,836 )

10,000 70,000

( 163,041) 44,902
2,161 2,581

( 146,708 ) ( 262,284 )
( 369,949) ( 544,384 )
7,224 ( 1,961)

( 120,616 ) ( 558,100 )
5,002,915 5,082,263

$ 4882299 % 4,524,163
$ 45825 % 61,342

See report of independent accountants dated August 22, 2013.




YUANTA FUTURES CO., LTD. AND SUBSIDIARIES
(FORMERLY POLARIS MAN FINANCIAL FUTURES CO., LTD. AND SUBSIDIARIES)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS,
EXCEPT AS OTHERWISE INDICATED)

1. HISTORY AND ORGANIZATION

1) Yuanta Futures Co., Ltd. (the “Company”) was incorporated as a company limited by shares under the
provisions of the Company Law of the Republic of China (R.O.C.) and started its operations on April
9, 1997. The Company merged with “Refco Taiwan Co., Ltd.” on September 1, 2003 and was
renamed as “Polaris Refco Futures Co., Ltd.”. As of 2005, on account of changes in foreign
shareholders, an extraordinary shareholders’ meeting was held on February 15, 2006, and resolved to
change its name to “Polaris Man Financial Futures Co., Ltd.” as approved by the Ministry of
Economics.

On October 6, 2011, the Board of Directors of Polaris Man Financial Futures Co., Ltd. decided to
merge with Yuanta Futures Co., Ltd. In relation to the share conversion with Yuanta Futures Co., Ltd.
in accordance with Gin-Gwen-Zheng-Qi Letter No. 1000052507, the Company can exchange its
common shares using a ratio of 1.01 share to 1 share of Yuanta Futures common share. Both parties
agreed to set April 1, 2012 as the merger date. The Company has also obtained the approval to change
its name to “Yuanta Futures Co., Ltd.”

2) The Company is primarily engaged in onshore and offshore futures brokerage business, futures
dealing, futures consulting, futures business management, securities dealing, and a variety of futures
related businesses approved by the competent authority. As of June 30, 2013, the Company had 5
branches.

3) As of June 30, 2013, the Company and its subsidiaries (collectively referred herein as the “Group”)
had approximately 379 employees.

2. THE DATE OF AUTHORIZATION FOR ISSUANCE OF THE CONSOLIDATED FINANCIAL
STATEMENTS AND PROCEDURES FOR AUTHORIZATION

These consolidated financial statements were authorized for issuance by the Board of Directors on August
22, 2013.
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3. APPLICATION OF NEW STANDARDS, AMENDMENTS AND NTERPRETATIONS

1) Effect of the adoption of new issuances of or amendments to International Financial Reporting

Standards (“IFRS™) as endorsed by the Financial Supervisory Commission (“FSC”™)

Not applicable as it is the first-time adoption of IFRSs by the Group this year.

2) Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not yet adopted by the
Group

A. IFRS 9, ‘Financial Instruments’; Classification and measurement of financial instruments

a)The International Accounting Standards Board (“IASB”) published IFRS 9, ‘Financial
Instruments’, in November, 2009, which will take effect on January 1, 2015 with early

application permitted. Although the FSC has endorsed IFRS 9, FSC does not permit early
application of IFRS 9 when IFRSs are adopted in R.O.C. in 2013. Instead, enterprises should
apply International Accounting Standard No. 39 (“IAS 39”), ‘Financial Instruments:
Recognition and Measurement’ reissued in 2009.

b)IFRS 9 was issued as the first step to replace IAS 39. IFRS 9 outlines the new classification and
measurement requirements for financial instruments, which might affect the accounting
treatments for financial instruments of the Group.

c)The Group has not evaluated the overall effect of the IFRS 9 adoption. However, based on
preliminary evaluation, it was noted that the IFRS 9 adoption might have an impact on those
instruments classified as ‘available-for-sale financial assets’ held by the Group, as IFRS 9
specifies that the fair value changes in the equity instruments that meet certain criteria may be
reported in other comprehensive income, and such amount that has been recognised in other
comprehensive income should not be reclassified to profit or loss when such assets are
derecognised. The Group recognised gain on equity instruments amounting to $77,704, in
other comprehensive income for the six-month period ended June 30, 2013.

3) IFRSs issued by IASB but not yet endorsed by the FSC

The following are the assessment of new standards, interpretations and amendments issued by IASB
that are effective but not yet endorsed by the FSC and have not been adopted by the Group
(application of the new standards, interpretations and amendments should follow the regulations of the
FSC):

~12~



New Standards, Interpretations
and Amendments

Main Amendments

Effective Date

Limited exemption from
comparative IFRS 7 disclosures for
first-time adopters (amendment to
IFRS 1)

Improvements to IFRSs 2010

IFRS 9, ‘Financial instruments:
Classification and measurement of
financial liabilities’

The amendment provides first-time
adopters of IFRSs with the same
transition relief that existing IFRS
preparers received in IFRS 7,
‘Financial Instruments: Disclosures’
and exempts first-time adopters from
providing the additional comparative
disclosures.

Amendments to IFRS 1, IFRS 3,
IFRS 7, IAS 1, IAS 34 and IFRIC
13.

IFRS 9 requires gains and losses on
financial liabilities designated at fair
value through profit or loss to be
split into the amount of change in the
fair value that is attributable to
changes in the credit risk of the
liability, which shall be presented in
other comprehensive income, and
cannot be reclassified to profit or
loss when derecognising the
liabilities; and all other changes in
fair value are recognised in profit or
loss. The new guidance allows the
recognition of the full amount of
change in the fair value in the profit
or loss only if there is reasonable
evidence showing on initial
recognition that the recognition of
changes in the liability's credit risk
in other comprehensive income
would create or enlarge an
accounting mismatch (inconsistency)
in profit or loss. (That
determination is made at initial
recognition and is not reassessed
subsequently.)

~13~
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New Standards, Interpretations
and Amendments

Main Amendments

Effective Date

Disclosures - transfers of financial
assets (amendment to IFRS 7)

Severe hyperinflation and removal
of fixed dates for first-time adopters
(amendment to IFRS 1)

Deferred tax: recovery of
underlying assets (amendment to
IAS 12)

The amendment enhances qualitative
and quantitative disclosures for all
transferred financial assets that are
not derecognised and for any
continuing involvement in
transferred assets, existing at the
reporting date.

When an entity’s date of transition to
IFRSs is on, or after, the functional
currency normalisation date, the
entity may elect to measure all assets
and liabilities held before the
functional currency normalisation
date at fair value on the date of
transition to IFRSs.  First-time
adopters are allowed to apply the
derecognition requirements in IAS
39, ‘Financial instruments:

Recognition and measurement’,
prospectively from the date of
transition to IFRSs, and they are
allowed not to retrospectively
recognise related gains on the date of
transition to IFRSs.

The amendment gives a rebuttable
presumption that the carrying
amount of investment properties
measured at fair value is recovered
entirely by sale, unless there exists
any evidence that could rebut this
presumption. The amendment also
replaces SIC 21, ‘Income
taxes—recovery of revalued
non-depreciable assets’.
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July 1, 2011

July 1, 2011

January 1, 2012



New Standards, Interpretations

and Amendments Main Amendments Effective Date
IFRS 10, “‘Consolidated financial The standard builds on existing January 1, 2013
statements’ principles by identifying the concept

of control as the determining factor
in whether an entity should be
included within the consolidated
financial statements of the parent
company. The standard provides
additional guidance to assist in the
determination of control where it is
difficult to assess.

IFRS 11,“Joint arrangements’ Judgments applied when assessing
the types of joint arrangements-joint January 1, 2013
operations and joint ventures, the
entity should assess the contractual
rights and obligations instead of the
legal form only. The standard also
prohibits the proportional
consolidation for joint ventures.

IFRS 12,“Disclosure of interests in  The standard requires the disclosure January 1, 2013
other entities’ of interests in other entities including

subsidiaries, joint arrangements,

associates and unconsolidated

structured entities.

IAS 27,*Separate financial The standard removes the January 1, 2013
statements’ (as amended in 2011) requirements of consolidated

financial statements from IAS 27

and those requirements are

addressed in IFRS 10, ‘Consolidated

financial statements’.

IAS 28,“Investments in associates  As consequential amendments January 1, 2013
and joint ventures’(as amended in  resulting from the issuance of IFRS
2011) 11, “Joint arrangements’, 1AS 28

(revised) sets out the requirements
for the application of the equity
method when accounting for
investments in joint ventures.
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New Standards, Interpretations
and Amendments

Main Amendments

Effective Date

IFRS 13, “Fair value measurement’

IAS 19 revised, ‘Employee benefits’
(as amended in 2011)

Presentation of items of other
comprehensive income (amendment
to IAS 1)

IFRS 13 aims to improve
consistency and reduce complexity
by providing a precise definition of
fair value and a single source of fair
value measurement and disclosure
requirements for use across IFRSs.
The requirements do not extend the
use of fair value accounting but
provide guidance on how it should
be applied where its use is already
required or permitted by other
standards within IFRSs.

The revised standard eliminates
corridor approach and requires
actuarial gains and losses to be
recognised immediately in other
comprehensive income. Past service
costs will be recognised immediately
in the period incurred. Net interest
expense or income, calculated by
applying the discount rate to the net
defined benefit asset or liability,
replace the finance charge and
expected return on plan assets. The
return of plan assets, excluding net
interest expense, is recognised in
other comprehensive income.

The amendment requires profit or
loss and other comprehensive
income (OCI) to be presented
separately in the statement of
comprehensive income. Also, the
amendment requires entities to
separate items presented in OCI into
two groups based on whether or not
they may be recycled to profit or loss
subsequently.
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January 1, 2013

January 1, 2013

July 1, 2012



New Standards, Interpretations
and Amendments

Main Amendments

Effective Date

IFRIC 20, “Stripping costs in the
production phase of a surface mine’

Disclosures—Offsetting financial
assets and financial liabilities
(amendment to IFRS 7)

Offsetting financial assets and
financial liabilities (amendment to
IAS 32)

Mandatory effective date and
transition disclosures (amendment
to IFRS 7 and IFRS 9)

Stripping costs that meet certain
criteria should be recognised as the
‘stripping activity asset’. To the
extent that the benefit from the
stripping activity is realised in the
form of inventory produced, the
entity shall account for the costs of
that stripping activity in accordance
with 1AS 2, ‘Inventories’.

The amendment requires disclosures
to include quantitative information
that will enable users of an entity’s
financial statements to evaluate the
effect or potential effect of netting
arrangements.

The amendment clarifies criterion
that an entity “currently has a legally
enforceable right to set off the
recognised amounts’ and gross
settlement mechanisms with features
that both (i) eliminate credit and
liquidity risk and (ii) process
receivables and payables in a single
settlement process, are effectively
equivalent to net settlement; they
would therefore satisfy the IAS 32
criterion in these instances.

The mandatory effective date has
been postponed to January 1, 2015.
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January 1, 2013

January 1, 2013

January 1, 2014

January 1, 2015



New Standards, Interpretations
and Amendments

Main Amendments

Effective Date

Government loans (amendment to
IFRS 1)

Improvements to IFRSs 2009-2011

Consolidated financial statements,
joint arrangements and disclosure of
interests in other entities: Transition
guidance (amendments to IFRS 10,
IFRS 11 and IFRS 12)

Investment entities (amendments to
IFRS 10, IFRS 12 and IAS 27)

IFRIC 21, ‘Levies’

The amendment provides exception
to first-time adopters to apply the
requirements in IFRS 9,‘Financial
instruments’, and 1AS
20,*Accounting for government
grants and disclosure of government
assistance’, prospectively to
government loans that exist at the
date of transition to IFRS.

Amendments to IFRS 1, IAS 1, IAS
16, IAS 32 and IAS 34.

The amendment clarifies that the
date of initial application is the first
day of the annual period in which
IFRS 10, 11 and 12 is adopted.

The amendments define ‘Investment
Entities” and their characteristics.
The parent company that meets the
definition of investment entities
should measure its subsidiaries using
fair value through profit of loss
instead of consolidating them.

The interpretation addresses the
accounting for levies imposed by
governments in accordance with
legislation (other than income tax). A
liability to pay a levy shall be
recognised in accordance with 1AS
37, “Provisions, contingent liabilities
and contingent assets’.
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January 1, 2013

January 1, 2013

January 1, 2013

January 1, 2014

January 1, 2014



New Standards, Interpretations

and Amendments Main Amendments Effective Date
Recoverable amount disclosures for The amendments remove the January 1, 2014
non-financial assets (amendments  requirement to disclose recoverable
to 1AS 36) amount when a cash generating unit

(CGU) contains goodwill or
intangible assets with indefinite
useful lives that were not impaired.

Novation of derivatives and The amendment states that the January 1, 2014
continuation of hedge accounting ~ novation of a hedging instrument
(amendments to 1AS 39) would not be considered an

expiration or termination giving rise
to the discontinuation of hedge
accounting when the hedging
instrument that is being novated
complies with specified criteria.

The Group is assessing the potential impact of the new standards and amendments above and has not
yet been able to reliably estimate their impact on the consolidated financial statements.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements are
set out below. These policies have been consistently applied to all the periods presented, unless
otherwise stated.

1) Compliance statement

A. These consolidated financial statements are the first second-quarter consolidated financial
statements prepared by the Group in accordance with the “Rules Governing the Preparation of
Financial Statements by Securities Issuers”, IAS 34, ‘Interim Financial Reporting’, and IFRS 1,
‘First-time Adoption of International Financial Reporting Standards’, as endorsed by the FSC.

B. In the preparation of the balance sheet of January 1, 2012 (the Group’s date of transition to IFRSs)
(“the opening IFRSs balance sheet™), the Group has adjusted the amounts that were reported in the
consolidated financial statements in accordance with previous R.O.C. GAAP. Please refer to Note
15 for the impact of transitioning from R.O.C. GAAP to the International Financial Reporting
Standards, International Accounting Standards, and Interpretations/bulletins as endorsed by the
FSC (collectively referred herein as the “IFRSs”) on the Group’s financial position, operating
results and cash flows.
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2) Basis of preparation
A. Except for the following items, these consolidated financial statements have been prepared under
the historical cost convention:

a) Financial assets and financial liabilities (including derivative instruments) at fair value through
profit or loss.

b) Available-for-sale financial assets measured at fair value.

¢) Liabilities on cash-settled share-based payment arrangements measured at fair value.

d) Defined benefit liabilities recognised based on the net amount of pension fund assets plus
unrecognised prior period’s service cost and unrecognised actuarial losses, and less
unrecognised actuarial gains and present value of defined benefit obligation.

B. The preparation of financial statements i