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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Systex Corporation

Opinion

We have audited the accompanying consolidated dinhstatements of Systex Corporation and its

subsidiaries (collectively, the Group), which coimprthe consolidated balance sheets as of
December 31, 2016 and 2015, and the consolidatdehstnts of comprehensive income, changes
in equity and cash flows for the years then ended the notes to the consolidated financial

statements, including a summary of significant aotiong policies.

In our opinion, based on our audits and the repoiitthe other independent auditors (refer to
paragraph of Other Matter), the accompanying catai@d financial statements present fairly, in
all material respects, the consolidated financisition of the Group as of December 31, 2016 and
2015, and its consolidated financial performanag issiconsolidated cash flows for the years then
ended in accordance with the Regulations Govertirgg Preparation of Financial Reports by
Securities Issuers, and International Financial drRépy Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretation$RIC), and SIC Interpretations (SIC)
endorsed and issued into effect by the Financipe&usory Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Régaus Governing Auditing and Attestation
of Financial Statements by Certified Public Accams$ and auditing standards generally accepted
in the Republic of China. Our responsibilities anthose standards are further described in the
Auditors’ Responsibilities for the Audit of the Cspilidated Financial Statements section of our
report. We are independent of the Group in acea@avith The Norm of Professional Ethics for
Certified Public Accountant of the Republic of Chjrand we have fulfilled our other ethical
responsibilities in accordance with these requirdme We believe that the audit evidence we
have obtained is sufficient and appropriate to pl@wa basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in oofiegsional judgment, were of most significance in

our audit of the consolidated financial statemdatghe year ended December 31, 2016. These
matters were addressed in the context of our afdihe consolidated financial statements as a
whole, and in forming our opinion thereon, and veerbt provide a separate opinion on these
matters.



Key audit matters of the Group’s consolidated fmahstatements for the year ended December 31,
2016 are addressed as follows:

Valuation of Inventory Write-down

As of December 31, 2016, the inventories amounte82,422,283 thousand, significant to the
Group. The valuation of inventory write-down inves subjective judgements, including
identification of slow-moving and obsolete invergst estimation of net realizable value, and
provision for already-identified issues. Therefose consider the valuation of inventory
write-down as a key audit matter in 2016. Fordtselosure related to inventories, refer to Notes
5and 11.

Our audit procedures for the abovementioned keit auatter included:

1. We obtained and assessed the report of lowarosf or net realizable value prepared by
management. We examined the amounts and categarid®e aging analysis report of
inventories. We assessed the reasonableness otalziable value by sampling the latest
and post year-end sales.

2. We attended year-end inventory counts and assdle condition of inventories to evaluate
the completeness of inventory provisions for oldtgodend damaged goods.

Valuation of Accounts Receivable Impairment

As of December 31, 2016, the accounts receivabtesiated to $3,304,915 thousand, significant
to the Group. The decision of the determinant ki tecoverability of accounts receivable
involves subjective judgements, including the agstions of credit risk to clients, the impairment
rates based on historical experiences, and thagwaovfor already-identified issues. Therefore,
we consider the valuation of accounts receivablgairment as a key audit matter in 2016. For
the disclosure related to accounts receivablet tefBlotes 5 and 10.

Our audit procedures for the abovementioned keyemaicluded:

1. We obtained the reports of accounts receivabpairment and assessed the reasonableness of
the methodology and data used in the reports. rdieroto evaluate the adequacy of the
allowance for doubtful accounts, we reviewed tHateel calculation and validated the aging
amounts as of the balance sheet date to undergtaigs, and measure the potential risk in
overdue balances.

2. We tested recoverability of accounts receivableserifying cash receipts in the subsequent
period. For a receivable that was past due and yettreceived, we assessed the
reasonableness of the allowance for the doubtfobwtts based on the customer’'s payment
history, the bank’'s guarantee provided, and our ewstdnding of macro-economic
environment.

Investments Accounted for Using Equity Method

The Group disposed of the investment (partial ogmerof Shenzhen Forms Syntron Information
Co., Ltd.) accounted for by the equity method, lteésy in a gain of $1,168,277 thousand, an
amount that is material to the 2016 consolidatathricial statements of the Group. The
calculation for the gain on sale of the investmemtsounted for using the equity method was
complicated and involved in tax computation, whadfected the ending balance of the investment
accounted for using the equity method and the m&zed gain on the sale of the investments. For
the disclosure related to the investment undeethgty method, refer to Note 15.



Our audit procedures for the abovementioned keyamaicluded:

1. We obtained and verified the documents regardiegdtBposal of the investment in Shenzhen
Forms Syntron Information Co., Ltd., which was acued for using the equity method, and
regarding the transfer of the shares in order tdico the completion of the transaction.

2. We reviewed and verified the movements of theestiment accounted for using the equity
method and the related gain on sale of investmaoterding to related regulations. We
verified the tax payment receipts related to thiangaction in order to assess the
appropriateness of the recognition for related imepexpense, and tax.

Other Matter

We did not audit the financial statements for tlearg ended December 31, 2016 and 2015 of
SoftMobile Technology Corporation, Rainbow Tech omhation (HK) Limited and Systex
Information (H.K.) Ltd., which are all consolidatetibsidiaries. The aggregate assets of these
subsidiaries as of December 31, 2016 and 2015 aewun $505,825 thousand and $466,037
thousand, respectively, or 2.65% and 2.50% of dspective consolidated assets. The aggregate
net operating revenues of these subsidiaries ir6 200d 2015 were $1,126,067 thousand and
$866,911 thousand, respectively, or 6.95% and 5.8fL&e respective consolidated net operating
revenues. We also did not audit the financialesteints as of and for the year ended December
31, 2016 of Sanfran Technologies and Forms Synimarmation (Shenzhen) Limited, and the
financial statements for the year ended Decembge2@15 of AFE Solutions Limited, Bisnews
International Limited, Sanfran Technologies IncanKey Information Co., Ltd. and Forms Syntron
Information (Shenzhen) Limited, the investmentsvimich were accounted by the equity method,
shown in the accompanying consolidated financialestents. The aggregate carrying amounts
of these investments accounted by equity methoof &ecember 31, 2016 and 2015, including
those reclassified to noncurrent assets held ft&, seere $838,453 thousand and $1,227,632
thousand, respectively, or 4.39% and 6.58% of tspective consolidated assets. The aggregate
amounts of share of their profit and other compnehe& income in 2016 and 2015 were $4,339
thousand and $(13,636) thousand, respectively,586 @&nd (2.52%) of the respective consolidated
comprehensive income. The subsidiaries and ingg'stiinancial statements were audited by
other auditors whose reports have been providec @nd, our opinion, insofar as it relates to the
amounts included for these subsidiaries and inessie based solely on the reports of the other
auditors.

We have also audited the parent company only fiahstatements of Systex Corporation as of and
for the years ended December 31, 2016 and 2015hachwve have issued an unmodified report
with other matter paragraph.

Responsibilities of Management and Those Charged thi Governance for the Consolidated
Financial Statements

Management is responsible for the preparation amdpfesentation of the consolidated financial
statements in accordance with the Regulations @owgrthe Preparation of Financial Reports by
Securities Issuers, and International Financial dRépy Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretation$RIC), and SIC Interpretations (SIC)
endorsed and issued into effect by the FinancipeBusory Commission of the Republic of China,
and for such internal control as management debesnis necessary to enable the preparation of
consolidated financial statements that are fremn fneaterial misstatement, whether due to fraud or
error.



In preparing the consolidated financial statememanagement is responsible for assessing the
Group’s ability to continue as a going concerngldising, as applicable, matters related to going
concern and using the going concern basis of atic@uminless management either intends to
liquidate the Group or to cease operations, omba®alistic alternative but to do so.

Those charged with governance, including the acalitmittee, are responsible for overseeing the
Group’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assuraboetavhether the consolidated financial
statements as a whole are free from material nesatnt, whether due to fraud or error, and to
issue an auditors’ report that includes our opinioReasonable assurance is a high level of
assurance, but is not a guarantee that an audiucted in accordance with the auditing standards
generally accepted in the Republic of China wiWa}s detect a material misstatement when it
exists. Misstatements can arise from fraud orreanal are considered material if, individually or
in the aggregate, they could reasonably be expdot@tfluence the economic decisions of users
taken on the basis of these consolidated finastag¢ments.

As part of an audit in accordance with the audistapdards generally accepted in the Republic of
China, we exercise professional judgment and maimeofessional skepticism throughout the
audit. We also:

1. Identify and assess the risks of material misstant of the consolidated financial statements,
whether due to fraud or error, design and perfouditgprocedures responsive to those risks,
and obtain audit evidence that is sufficient andrapriate to provide a basis for our opinion.
The risk of not detecting a material misstatemestiting from fraud is higher than for one
resulting from error, as fraud may involve collusioforgery, intentional omissions,
misrepresentations, or the override of internakmdn

2. Obtain an understanding of internal control vaig¢ to the audit in order to design audit
procedures that are appropriate in the circumstarimg not for the purpose of expressing an
opinion on the effectiveness of the Group’s inteowetrol.

3. Evaluate the appropriateness of accountingipsliesed and the reasonableness of accounting
estimates and related disclosures made by managemen

4. Conclude on the appropriateness of managemersts of the going concern basis of
accounting and, based on the audit evidence oltaimeether a material uncertainty exists
related to events or conditions that may cast fggmit doubt on the Group’s ability to
continue as a going concern. If we conclude thahaerial uncertainty exists, we are
required to draw attention in our auditors’ reporthe related disclosures in the consolidated
financial statements or, if such disclosures amdéguate, to modify our opinion. Our
conclusions are based on the audit evidence obitaipeto the date of our auditors’ report.
However, future events or conditions may causeGhaup to cease to continue as a going
concern.

5. Evaluate the overall presentation, structurecmdent of the consolidated financial statements,
including the disclosures, and whether the conatdidl financial statements represent the
underlying transactions and events in a manneratttaeves fair presentation.

6. Obtain sufficient and appropriate audit evidereggarding the financial information of entities
or business activities within the Group to exprassopinion on the consolidated financial
statements. We are responsible for the direciapervision, and performance of the group
audit. We remain solely responsible for our aogition.
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We communicate with those charged with governaagarding, among other matters, the planned
scope and timing of the audit and significant afididings, including any significant deficiencies
in internal control that we identify during our dud

We also provide those charged with governance witstatement that we have complied with
relevant ethical requirements regarding indeperglerand to communicate with them all
relationships and other matters that may reasortablthought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those chargeéld gavernance, we determine those matters
that were of most significance in the audit of twmsolidated financial statements for the year
ended December 31, 2016 and are therefore the udiy matters. We describe these matters in
our auditors’ report unless law or regulation puelels public disclosure about the matter or when,
in extremely rare circumstances, we determine @hatatter should not be communicated in our
report because the adverse consequences of doimguid reasonably be expected to outweigh the
public interest benefits of such communication.

The engagement partners on the audit resultingisindependent auditors’ report are Shu-Wan
Lin and Shiow-Ming Shue.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 23, 2017

Notice to Readers

The accompanying consolidated financial statemargsntended only to present the consolidated
financial position, financial performance and cdibws in accordance with accounting principles

and practices generally accepted in the RepubliCluha and not those of any other jurisdictions.

The standards, procedures and practices to audih @wnsolidated financial statements are those
generally applied in the Republic of China.

For the convenience of readers, the independentit@sd report and the accompanying
consolidated financial statements have been traedlénto English from the original Chinese
version prepared and used in the Republic of Chin&there is any conflict between the English
version and the original Chinese version or anyedénce in the interpretation of the two versions,
the Chinese-language independent auditors’ repod @onsolidated financial statements shall
prevail. Also, as stated in Note X to the finahstatements, the additional footnote disclosures
that are not required under generally accepted actmg principles were not translated into
English.



SYSTEX CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars)

201¢ 201t
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6) $ 4,245,282 22 $ 2,805,641 15
Financial assets at fair value through profit @sl¢Notes 4 and 7) 2,879,956 15 3,848,283 21
Available-for-sale financial assets (Notes 4 and 8) 18,984 - 40,607 -
Debt investments with no active market (Notes 4 @nd 102,339 1 16,736 -
Notes receivable, net (Notes 4 and 10) 67,579 - 75,005 -
Accounts receivable, net (Notes 4, 5, 10 and 26) 3,304,915 17 3,448,823 18
Other receivables (Notes 21 and 27) 217,270 1 288,273 2
Inventories (Notes 4, 5 and 11) 2,422,283 13 1,975,011 11
Prepayments 850,922 5 863,508 5
Non-current assets held for sale (Notes 4 and 15) 890,095 5 - -
Refundable deposits - current 210,691 1 186,948 1
Other current assets 53,754 - 43,813 -
Total current assets 15,264,070 80 13,592,648 73
NON-CURRENT ASSETS
Held-to-maturity financial assets - non-current {04 and 12) - - 62,079 -
Financial assets measured at cost - non-curreriegNband 13) 432,971 2 458,967 2
Debt investments with no active market-non-cur(®lutes 4 and 9) 548,375 3 - -
Investments accounted for using equity method (§ldtand 15) 397,656 2 1,652,940 9
Property, plant and equipment (Notes 4, 16 and 27) 2,009,673 11 2,089,497 11
Computer software (Note 4) 79,585 1 51,531 -
Gooduwill (Note 4) - - 315,967 2
Technological expertise (Note 4) 25,951 - 31,935 -
Other intangible assets (Note 4) 7,215 - 51,577 -
Deferred tax assets (Notes 4 and 21) 66,702 - 49,335 -
Refundable deposits - non-current (Note 28) 116,676 1 119,004 1
Long-term receivables (Note 10) 54,195 - 92,604 1
Other non-current assets (Notes 19 and 27) 79,559 - 94,773 1
Total non-current assets 3,818,558 20 5,070,209 27
TOTAL $ 19,082,628 100 $ 18,662,857 100
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term loans (Notes 17 and 27) $ 1,046,022 5 $ 589,82 3
Notes and accounts payable (Note 26) 2,953,99 15 2,833,63. 15
Other payables 901,81t 5 754,53: 4
Current tax liabilities (Notes 4 and 21) 168,43! 1 99,87: 1
Receipts in advance 882,22¢ 5 841,30 4
Other current liabilities 112,09 1 120,86° 1
Total current liabilities 6,064,58! 32 5,240,03 28
NON-CURRENT LIABILITIES
Deferred tax liabilities (Notes 4 and 21) 5,89¢ - 17,71¢ -
Net defined benefit liabilities - non-current (Nst¢ and 18) 246,37 1 240,11: 2
Other non-current liabilities 6,57¢ - 7,29: -
Total non-current liabilities 258,84¢ 1 265,12« 2
Total liabilities 6,323,43 33 5,505,15. 3C
EQUITY ATTRIBUTABLE TO OWNERS OF THE CORPORATION @es 4 and 19)
Share capital
Common shares 2,693,93 14 2,687,73 14
Advance receipts for common shares - - 65C -
Total share capital 2,693,93 14 2,688,38: 14
Capital surplus 7,634,98 40 8,197,22 44
Retained earnings
Legal reserve 786,87 4 729,65¢ 4
Unappropriated earnings 2,681,31 14 2,317,13 12
Total retained earnings 3,467,40 18 3,046,79. 1€
Other equity (64,499 - 136,78 1
Treasury shares (1,003,62) ) (967,49 )
Total equity attributable to owners of the Corpimnat 12,728,19 67 13,101,67 7C
NON-CONTROLLING INTERESTS 31,00 - 56,02¢ -
Total equity 12,759,19 67 13,157,70 7C
TOTAL 19,082,62 _10C 18,662,85 _10C

The accompanying notes are an integral part ofdimsolidated financial statements.

(With Deloitte & Touche audit report dated March 2817)



SYSTEX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

OPERATING REVENUES (Notes 4 and 26)
Sales
Less: Sales returns and allowances
Net sales
Service revenue
Other operating revenue

Total operating revenues

OPERATING COSTS (Notes 4, 11, 20 and 26)
Cost of goods sold
Service cost
Other operating cost

Total operating costs
GROSS PROFIT

OPERATING EXPENSES (Notes 18, 20 and 26)
Selling expenses
General and administrative expenses
Research and development expenses

Total operating expenses
PROFIT FROM OPERATIONS

NON-OPERATING INCOME AND EXPENSES
Share of profit of associates (Notes 4 and 15)
Interest income (Note 4)

Dividend income (Note 4)

Other income, net

Gain on sale of investments, net (Note 20)

Foreign exchange loss, net (Note 4)

Gain (loss) on financial assets at fair value throu
profit or loss, net (Note 4)

Interest expense

Other expenses

Gain on disposal of property, plant and equipment,
net (Note 4)

Impairment loss on assets (Notes 4 and 20)

Total non-operating income and expenses

2016 2015
Amount % Amount %
$ 11,761,268 73 $ 12,072,818 74
131,563 1 59,692 1
11,629,705 72 12,013,126 73
4,514,543 28 4,185,430 26
66,132 - 114,532 1
16,210,380 100 16,313,088 100
9,961,443 61 10,188,147 63
1,895,107 12 1,769,840 11
21,770 - 54,615 -
11,878,320 73 12,012,602 74
4,332,060 27 4,300,486 26
3,172,663 19 2,999,706 18
420,986 3 474,660 3
459,143 3 406,758 3
4,052,792 25 3,881,124 24
279,268 2 419,362 2
84,102 - 66,178
29,965 - 22,594 -
42,918 - 45,696 -
62,455 - 89,728 1
1,227,033 8 159,122 1
(69,545) - (35,007) -
115,052 1 (50,257)
(24,823) - (14,805) -
(29,095) - (8,943) -
17,804 - 147,685 1
(489,274) 3) (136,134) Q)
966,592 6 285,857 2
(Continued)



SYSTEX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2016 2015
Amount % Amount %
INCOME BEFORE INCOME TAX $ 1,245,860 8 $ 705,219 4
INCOME TAX EXPENSE (Notes 4 and 21) 155,532 1 141,892 1
NET INCOME 1,090,328 7 563,327 3
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurement of defined benefit plans (Notes 4
and 18) (15,384) - (61,989) -
Income tax relating to items that will not be
reclassified subsequently to profit or loss
(Notes 4 and 21) 437 - 874 -
(14,947) - (61,115) -
Items that may be reclassified subsequently tatprof
or loss:
Exchange differences on translating foreign
operations (129,765) Q) 133,545 1
Unrealized gain (loss) on available-for-sale
financial assets 10,428 - (2,720) -
Share of the other comprehensive loss of
associates accounted for using the equity
method (81,450) (1) (91,278) (1)
(200,787) (2) 39,547 -
Other comprehensive loss for the year, net of
income tax (215,734) (2) (21,568) -
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 874,594 5 $ 541,759 3
NET INCOME (LOSS) ATTRIBUTABLE TO:
Owners of the Corporation $ 1,108,268 7 $ 564,274
Non-controlling interests (17,940) - (947) -
$ 1,090,328 7 % 563,327 3
TOTAL COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO:
Owners of the Corporation $ 892,819 5 $ 542,237 3
Non-controlling interests (18,225) - (478) -
$ 874,594 5 $ 541,759 3
(Continued)



SYSTEX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2016 2015
Amount % Amount %
EARNINGS PER SHARE (Note 22)
Basic $4.50 $2.29
Diluted $4.50 $2.29

The accompanying notes are an integral part ofdinsolidated financial statements.

(With Deloitte & Touche audit report dated March 2817) (Concluded)



SYSTEX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars)

Equity Attributable to Owners of the Corporation (Notes 4and 19)

Share Capital

Advance
Receipts for
Common Shares Common Shares

BALANCE, JANUARY 1, 2015 $ 2,669,163 $ 1,950
Appropriation of 2014 earnings
Legal reserve - -
Cash dividends - NT$1.5 per share - -
Reversal of special reserve - -

Change in capital surplus from investments in
associates accounted for by using equity
method - -

Distribution in cash of the capital surplus -
NT$3.5 per share - -

Issuance of common shares for exercised

employee stock options 18,570 (1,300)
Net income (loss) for 2015 - -

Other comprehensive income (loss) for 2015 - -

Total

$ 2,671,113

17,270

Capital Surplus

$ 8,685,259

280,377

(935,870)

37,744

Total comprehensive income (loss) for 2015 - -

Acquisition of the Corporation's shares by
subsidiaries regarded as treasury share
transaction - -

Disposal of the Corporation's shares by
subsidiaries regarded as treasury share
transaction - -

Cash dividends received by subsidiaries from the
Corporation - -

Decrease in non-controlling interests - -

21,188

108,522

BALANCE, DECEMBER 31, 2015 2,687,733 650

2,688,383

8,197,220

Appropriation of 2015 earnings
Legal reserve - -
Cash dividends - NT$2.5 per share - -

Change in capital surplus from investments in
associates accounted for by using equity
method - -

Distribution in cash of the capital surplus -
NT$2.5 per share - -

Issuance of common shares for exercised
employee stock options 6,200 (650)

Net income (loss) for 2016 - -

Other comprehensive income (loss) for 2016 - -

5,550

58,753

(673,483)

11,045

Total comprehensive income (loss) for 2016 - -

Acquisition of the Corporation's shares by
subsidiaries regarded as treasury share
transaction - -

Cash dividends received by subsidiaries from the
Corporation - -

Disposal of investments accounted for by using
equity method - -

Changes in percentage of ownership interest in
subsidiaries (Note 23) - -

116,457

(83,588)

8,576

Increase in non-controlling interests - -

BALANCE, DECEMBER 31, 2016 $ 2,693,933 $ -
The accompanying notes are an integral part of the cdasedi financial statements.

(With Deloitte & Touche audit report dated March 23, 2017)

$ 2,693,933

$ 7,634,980

Other Equity

Exchange
Retained Earnings Differences on Unrealized Gain
Unappropriated Translating (Loss) on Financial
Legal Reserve Special Reserve Earnings Total Foreign Operations Instruments Treasury Shares
$ 655,188 $ 114,116 $ 2,175,281 $ 2,944,585 $ 86,276 $ 11,561 $  (953,252)
74,471 - (74,471) - - - -
- - (401,087) (401,087) - _ i}
- (114,116) 114,116 - - - -
- - 564,274 564,274 - -
- - (60,980) (60,980) 41,663 (2.720) -
- - 503,294 503,294 41,663 (2,720) -
- - - - - - (47,091)
- - - - - - 32,845
729,659 - 2,317,133 3,046,792 127,939 8,841 (967,498)
56,428 - (56,428) - - - -
- - (673,483) (673,483) - - -
- - 1,108,268 1,108,268 - - -
- - (14,175) (14,175) (211.225) 9,951 -
- - 1,094,093 1,094,093 (211,225) 9,951 -
- - - - - - (36,131)
$ 786,087 $ - $ 2,681,315 $ 3,467,402 $ (83,286) $ 18,792 $ (1,003,629)
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Non-controlling

Total Interests (Note 19) Total Equity
$ 13,445,542 $ 78,224 $ 13,523,766
(401,087) - (401,087)
280,377 - 280,377
(935,870) - (935,870)
55,014 - 55,014
564,274 (947) 563,327
(22,037) 469 (21,568)
542,237 (478) 541,759
(47,091) (49,168) (96,259)
54,033 56,417 110,450
108,522 - 108,522
- (28,969) (28,969)
13,101,677 56,026 13,157,703
(673,483) - (673,483)
58,753 - 58,753
(673,483) - (673,483)
16,595 - 16,595
1,108,268 (17,940) 1,090,328
(215,449) (285) (215,734)
892,819 (18,225) 874,594
(36,131) (37,728) (73,859)
116,457 - 116,457
(83,588) - (83,588)
8,576 (8,576) -
- 39,506 39,506
$ 12,728,192 $ 31,003 $ 12,759,195



SYSTEX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars)

2016
CASH FLOWS FROM OPERATING ACTIVITIES

Income before income tax $ 1,245,860

Adjustments for
Depreciation expenses 130,915
Amortization expenses 61,760
Provision for allowance for doubtful accounts 18,811
(Gain) loss on financial assets at fair value through profit oy fets (115,052)
Interest expense 24,823
Interest income (29,965)
Dividend income (42,918)
Share of profit of associates (84,102)
Gain on disposal of property, plant and equipment, net (17,804)
Gain on sale of investment, net (859)
Gain on sale of investments accounted for using equity method (1,168,277)
Impairment loss on financial assets 174,051
Impairment loss on non-financial assets 315,223
Write-down of inventories 78,285

Unrealized gain on foreign currency exchange, net (5)
Changes in operating assets and liabilities

Decrease in financial assets held for trading 1,078,598

Decrease (increase) in notes receivable 7,426

Decrease (increase) in accounts receivable 86,031
Decrease (increase) in other receivables 93,565
Increase in inventories (527,021)
Decrease (increase) in prepayments 10,187
(Increase) decrease in other current assets (10,024)
Increase (decrease) in notes and accounts payable 148,228
Increase (decrease) in other payables 148,269
Increase in receipts in advance 42,695
(Decrease) increase in other current liabilities (8,285)
Decrease in net defined benefit liabilities (9,118)
Cash generated from operations 1,651,297
Interest paid (24,089)
Income tax paid (132,989)
Net cash generated from operating activities 1,494,219
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds on sale of available-for-sale financial assets -
Acquisition of debt investments with no active market (548,836)
Acquisition of held-to-maturity financial assets -
Proceeds on sale of held-to-maturity financial assets 52,112
Acquisition of financial assets measured at cost (43,212)
Proceeds on sale of financial assets measured at cost 2,478
Return of capital from capital reduction and liquidation of financial
assets investees measured at cost 671
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2015

$ 705,219

147,297
51,639
22,446
50,257
14,805

(22,594)
(45,696)
(66,178)
(147,685)
(142,864)

54,943
81,191
13,900
(6,763)

949,416
(6)
(296,694)
(3,505)
(37,460)
(145,872)
15,461
(150,095)
(94)
156,483
5,925
(4,012)
1,199,464
(14,871)
(156,816)

1,027,777

150,032
(60,025)

(18,000)
91,064

1,303
(Continued)



SYSTEX CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars)

2016 2015
Acquisition of investments accounted for using equity method $ - $ (238,729)
Proceeds on sale of investments accounted for using equity method 1,361,442 -
Payments for property, plant and equipment (93,448) (111,948)
Proceeds on disposal of property, plant and equipment 36,039 309,208
Increase in refundable deposits (21,704) (26,118)
Payments for intangible assets (41,179) (44,943)
Proceeds on disposal of intangible assets 160 -
Decrease in long-term receivables 38,409 17,761
Decrease in pledged time deposits 17,893 3,759
(Increase) decrease in time deposits with original maturity of more
than 3 months (85,931) 440
(Increase) decrease in other non-current assets (2,692) 14,213
Interest received 24,136 21,083
Dividends received 42,949 45,696
Dividends received from associates 42,430 108,437
Distribution in cash of the capital surplus received from financial
assets measured at cost 75 13,401
Net cash generated from investing activities 781,792 276,634
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term loans 462,229 338,406
Decrease in guarantee deposits received (684) (1,555)
Dividends paid (673,483) (401,087)
Proceeds from exercise of employee stock options 16,595 55,014
Payments for buy-back of common shares (73,859) (96,259)
Proceeds on sale of the Corporation's shares by subsidiaries - 110,450
Increase (decrease) in non-controlling interests 39,506 (28,969)
Cash dividends received by subsidiaries from the Corporation 116,457 108,522
Distribution in cash from the capital surplus (673,483) (935,870)
Net cash used in financing activities (786,722) (851,348)
EFFECTS OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS (49,648) 42,595
NET INCREASE IN CASH AND CASH EQUIVALENTS 1,439,641 495,658
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR 2,805,641 2,309,983
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 4,245,282 $ 2,805,641
The accompanying notes are an integral part of the consolidated finaaigaients.
(With Deloitte & Touche audit report dated March 23, 2017) (Concluded)
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SYSTEX CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. GENERAL INFORMATION

Systex Corporation (the Corporation) was incorporated on January 7, 188i7 the provision of the
Company Act of the Republic of China and other laws and regulatidriee Corporation is mainly
engaged in sales and leases of computer software and retpiggnent, transmission and security of
value-added network, maintenance of database, and consultation.

The Corporation’s shares had been traded on Emerging Stock MamketApril 10, 2002 and Taipei
Exchange since January 6, 2003. On December 30, 2010, the Corporatidvamgedcthe listing and
trading of its shares to the Taiwan Stock Exchange.

The consolidated financial statements are presented in the @iopt functional currency, New Taiwan
dollars.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved by thmKation’s board of directors on March 23,
2017.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDAR DS AND INTERPRETATIONS

a. Amendments to the Regulations Governing the Preparatiomaridtal Reports by Securities Issuers
and the International Financial Reporting Standards (IFR&grational Accounting Standards (IAS),
Interpretations of IFRS (IFRIC), and Interpretations of IASCjSendorsed by the Financial
Supervisory Commission (FSC) for application starting from 2017

Rule No. 1050050021 and Rule No. 1050026834 issued by the FSC stipulatstartivag January 1,
2017, the Group should apply the amendments to the Regulations Governifgetiagation of

Financial Reports by Securities Issuers and the IFRS, IASIC and SIC (collectively, the IFRSS)
issued by the IASB and endorsed by the FSC for application starting from 2017.

New, Amended or Revised Standards and Interpretatios Effective Date
(the New IFRSS) Announced by IASB (Note 1)
Annual Improvements to IFRSs 2010-2012 Cycle July 1, 2014 (Note 2)
Annual Improvements to IFRSs 2011-2013 Cycle July 1, 2014
Annual Improvements to IFRSs 2012-2014 Cycle January 1, 2016 (Note 3)

Amendments to IFRS 10, IFRS 12 and IAS 28 “Investment Entitieganuary 1, 2016
Applying the Consolidation Exception”
Amendment to IFRS 11 “Accounting for Acquisitions of Interests indJanuary 1, 2016
Joint Operations”
IFRS 14 “Regulatory Deferral Accounts” January 1, 2016
Amendment to IAS 1 “Disclosure Initiative” January 1, 2016
(Continued)
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New, Amended or Revised Standards and Interpretatios Effective Date
(the New IFRSS) Announced by IASB (Note 1)

Amendments to IAS 16 and IAS 38 “Clarification of Acceptable  January 1, 2016
Methods of Depreciation and Amortization”
Amendments to IAS 16 and IAS 41 “Agriculture: Bearer Plants” January 1, 2016

Amendment to IAS 19 “Defined Benefit Plans: Employee July 1, 2014
Contributions”

Amendment to IAS 27 “Equity Method in Separate Financial January 1, 2016
Statements”

Amendment to IAS 36 “Impairment of Assets: Recoverable Amodanhuary 1, 2014
Disclosures for Non-financial Assets”
Amendment to IAS 39 “Novation of Derivatives and Continuation qfanuary 1, 2014
Hedge Accounting”
IFRIC 21 “Levies” January 1, 2014
(Concluded)

Note 1: Unless stated otherwise, the above New or amend&s I&R effective for annual periods
beginning on or after their respective effective dates.

Note 2: The amendment to IFRS 2 applies to share-based payaresaictions with grant date on or
after July 1, 2014; the amendment to IFRS 3 applies to business combinationgjuitfian
date on or after July 1, 2014; the amendment to IFRS 13 is effantivediately; the
remaining amendments are effective for annual periods beginning onrahuyté, 2014.

Note 3: The amendment to IFRS 5 is applied prospectively to ehdanga method of disposal that
occur in annual periods beginning on or after January 1, 2016; thanirgr@amendments are
effective for annual periods beginning on or after January 1, 2016.

The initial application in 2017 of the above IFRSs and relateéndments to the Regulations
Governing the Preparation of Financial Reports by Securitmeeids would not have any material
impact on the accounting policies of the Corporation and entitiegotled by the Corporation
(collectively, the “Group”), except for the following:

1) Amendment to IAS 36 “Recoverable Amount Disclosures for Non-financigt#ss

The amendment clarifies that the recoverable amount of am @sse cash-generating unit is
disclosed only when an impairment loss on the asset has been redagniesersed during the
period. Furthermore, if the recoverable amount of an item of gyopg®@ant and equipment for
which impairment loss has been recognized or reversed ivdhie less costs of disposal, the
Group is required to disclose the fair value hierarchy. h#& fair value measurements are
categorized within Level 2 or Level 3, the valuation technique and key assompsied to measure
the fair value are disclosed. The discount rate used c¢tossl if such fair value less costs of
disposal is measured by using present value technique. The amenditiebt applied
retrospectively.

2) Annual Improvements to IFRSs: 2010-2012 Cycle

Several standards, including IFRS 2 “Share-based Paymen®, 3FBusiness Combinations” and
IFRS 8 “Operating Segments”, were amended in this annual improvement.
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3)

4)

The amended IFRS 2 changes the definitions of “vesting conditimh™market condition” and
adds definitions for “performance condition” and “service cooditi The amendment clarifies
that a performance target can be based on the operations (i.enark@h-condition) of the Group
or another entity in the same group or the market price oéqogy instruments of the Group or
another entity in the same group (i.e. a market condition); thatfarmance target can relate either
to the performance of the Group as a whole or to some part of.ia(digsion); and that the period
for achieving a performance condition must not extend beyond the emel igfiated service period.
In addition, a share market index target is not a performayuditon because it not only reflects
the performance of the Group, but also of other entities outhigleGtoup. The share-based
payment arrangements with market conditions, non-market conditionenevesting conditions
will be accounted for differently, and the aforementioned amend will be applied prospectively
to those share-based payments granted on or after January 1, 2017.

IFRS 3 was amended to clarify that contingent consideration shoutdebsured at fair value,
irrespective of whether the contingent consideration imangial instrument within the scope of
IFRS 9 or IAS 39. Changes in fair value should be recognized it prdbss. The amendment
will be applied prospectively to business combination with acégpnsdate on or after January 1,
2017.

The amended IFRS 8 requires the Group to disclose the judgmedts byamanagement in
applying the aggregation criteria to operating segmenttjdimg a description of the operating
segments aggregated and the economic indicators assessed rininitegewhether the operating
segments have “similar economic characteristics”. The amamdralso clarifies that a
reconciliation of the total of the reportable segments’ adsethe entity’s assets should only be
provided if the segments’ assets are regularly provided tohile€ operating decision-maker. The
judgements made in applying aggregation criteria should be disalesedpectively upon initial
application of the amendment in 2017.

When the amended IFRS 13 becomes effective in 2017, the sortdeeivables and payables
with no stated interest rate will be measured at their imvaibounts without discounting, if the
effect of not discounting is immaterial.

IAS 24 was amended to clarify that a management entity provkiiggmanagement personnel
services to the Group is a related party of the Group. Conséquibiet Group is required to

disclose as related party transactions the amounts incurrédefaervice paid or payable to the
management entity for the provision of key management persamales. However, disclosure
of the components of such compensation is not required.

Annual Improvements to IFRSs: 2011-2013 Cycle

Several standards, including IFRS 3, IFRS 13 and IAS 40 “ImezdtProperty”, were amended in
this annual improvement.

The scope in IFRS 13 of the portfolio exception for measuhaddir value of a group of financial
assets and financial liabilities on a net basis was amend#alrify that it includes all contracts that
are within the scope of, and accounted for in accordance with,3®% or IFRS 9, even those
contracts do not meet the definitions of financial assets or finaratltles within 1AS 32.

Amendments to the Regulations Governing the Preparation ofdrheReports by Securities
Issuers

The amendments include additions of several accounting items quicereents for disclosures of
impairment of non-financial assets as a consequence of thes IER®rsed by the FSC for
application starting from 2017. In addition, as a result of the postinemtation review of IFRSs
in Taiwan, the amendments also include emphasis on certain rémogaitd measurement
considerations and add requirements for disclosures of related partgticarssand goodwill.

-15 -



The amendments stipulate that other companies or institutions cffi Wie chairman of the board
of directors or president serves as the chairman of the boaiteafods or the president, or is the
spouse or second immediate family of the chairman of the boaddtestors or president of the
Group are deemed to have a substantive related party retdtipminless it can be demonstrated
that no control, joint control, or significant influence exists. rtii@rmore, the amendments require
the disclosure of the names of the related parties and ttenship with whom the Group has
significant transaction. If the transaction or balance with afgpeslated party is 10% or more of
the Group’s respective total transaction or balance, saobaction should be separately disclosed
by the name of each related party.

Except for the above impacts, as of the date the consolidatedifihatatements were authorized for
issue, the Group continues assessing other possible impactpgiization of the aforementioned

amendments and the related amendments to the Regulations iGgwem Preparation of Financial

Reports by Securities Issuers will have on the Group’s financial positionreamditl performance, and

will disclose these other impacts when the assessment is camnplete

New IFRSs in issue but not yet endorsed by the FSC

The Group has not applied the following IFRSs issued by the IASB but not yet ehdgtde FSC.

The FSC announced that IFRS 9 and IFRS 15 will take effetihgtdanuary 1, 2018. As of the date
the consolidated financial statements were authorized for issue,@heasSiot announced the effective

dates of other new IFRSs.

Effective Date

New IFRSs Announced by IASB (Note 1)
Annual Improvements to IFRSs 2014-2016 Cycle Note 2
Amendment to IFRS 2 “Classification and Measurement of January 1, 2018
Share-based Payment Transactions”
IFRS 9 “Financial Instruments” January 1, 2018

Amendments to IFRS 9 and IFRS 7 “Mandatory Effective Date of January 1, 2018
IFRS 9 and Transition Disclosures”

Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Asset® be determined by IASB
between an Investor and its Associate or Joint Venture”

IFRS 15 “Revenue from Contracts with Customers” January 1, 2018

Amendments to IFRS 15 “Clarifications to IFRS 15 Revenue from January 1, 2018
Contracts with Customers”

IFRS 16 “Leases” January 1, 2019

Amendment to IAS 7 “Disclosure Initiative” January 1, 2017

Amendments to IAS 12 “Recognition of Deferred Tax Assets for January 1, 2017
Unrealized Losses”

Amendments to IAS 40 “Transfers of investment property” January 1, 2018

IFRIC 22 “Foreign Currency Transactions and Advance January 1, 2018
Consideration”

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

Note 2: The amendment to IFRS 12 is retrospectively appliechfarah periods beginning on or after

January 1, 2017; the amendment to IAS 28 is retrospectively applieahhoral periods
beginning on or after January 1, 2018.
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1) IFRS 9 “Financial Instruments”

Recognition and measurement of financial assets

With regards to financial assets, all recognized finansisgta that are within the scope of IAS 39
“Financial Instruments: Recognition and Measurement” are subsbgueeasured at amortized
cost or fair value. Under IFRS 9, the requirement for thssdication of financial assets is stated
below.

For the Group’s debt instruments that have contractual casls tloat are solely payments of
principal and interest on the principal amount outstanding, ¢ressification and measurement are
as follows:

a) For debt instruments, if they are held within a business mddeenobjective is to collect the
contractual cash flows, the financial assets are measusagdoatized cost and are assessed for
impairment continuously with impairment loss recognized inipmf loss, if any. Interest
revenue is recognized in profit or loss by using the effective interesbdjet

b) For debt instruments, if they are held within a businesdeinwhose objective is achieved by
both the collecting of contractual cash flows and the sellingnainfiial assets, the financial
assets are measured at fair value through other comprehensoraei (FVTOCI) and are
assessed for impairment. Interest revenue is recognizedfings loss by using the effective
interest method, and other gain or loss shall be recognized in aimgrahensive income,
except for impairment gains or losses and foreign exchange gyainlosses. When the debt
instruments are derecognized or reclassified, the cumulatineog loss previously recognized
in other comprehensive income is reclassified from equity to profit sr los

Except for the above, all other financial assets are meastirfedr value through profit or loss.
However, the Group may make an irrevocable election to gresésequent changes in the fair
value of an equity investment (that is not held for trading) irerotomprehensive income, with
only dividend income generally recognized in profit or loss. &ldsequent impairment
assessment is required, and the cumulative gain or loss pigvicesognized in other
comprehensive income cannot be reclassified from equity to profit or loss

Impairment of financial assets

IFRS 9 requires impairment loss on financial assets to logmeed by using the “Expected Credit
Losses Model”. The credit loss allowance is required fanitml assets measured at amortized
cost, financial assets mandatorily measured at FVTOCI, legsdvables, contract assets arising
from IFRS 15 “Revenue from Contracts with Customers”, cemaitten loan commitments and
financial guarantee contracts. A loss allowance for the 12hmexected credit losses is required
for a financial asset if its credit risk has not increasgdificantly since initial recognition. A loss
allowance for full lifetime expected credit losses is rezflifior a financial asset if its credit risk has
increased significantly since initial recognition and is oet.| However, a loss allowance for full
lifetime expected credit losses is required for trade vabées that do not constitute a financing
transaction.

For purchased or originated credit-impaired financial asse¢s,Group takes into account the
expected credit losses on initial recognition in calculatingcthdit-adjusted effective interest rate.
Subsequently, any changes in expected losses are recognized oas alldwance with a
corresponding gain or loss recognized in profit or loss.
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2)

3)

4)

Transition

Financial instruments that have been derecognized prior to tlatieffelate of IFRS 9 cannot be
reversed to apply IFRS 9 when it becomes effective. Undef B, the requirements for
classification, measurement and impairment of financial assetapplied retrospectively with the
difference between the previous carrying amount and the carayimunt at the date of initial
application recognized in the current period and restatement ofgeiimds is not required. The
requirements for general hedge accounting shall be applied piiespeand the accounting for
hedging options shall be applied retrospectively.

Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assétgebe an Investor and its
Associate or Joint Venture”

The amendments stipulated that, when an entity sells or lmateisi assets that constitute a business
(as defined in IFRS 3) to an associate or joint venture, timeogdoss resulting from the transaction
is recognized in full.  Also, when an entity loses control of a subsidiary thaireat business but
retains significant influence or joint control, the gain osslaesulting from the transaction is
recognized in full.

Conversely, when an entity sells or contributes assetsdthatot constitute a business to an
associate or joint venture, the gain or loss resulting frontrémsaction is recognized only to the
extent of the unrelated investors’ interest in the assooiaj@nt venture, i.e. the entity’s share of
the gain or loss is eliminated. Also, when an entity lasegrol of a subsidiary that does not
contain a business but retains significant influence or joirtt@an an associate or a joint venture,
the gain or loss resulting from the transaction is recognizegl tonthe extent of the unrelated
investors’ interest in the associate or joint venture, ie.dhtity’'s share of the gain or loss is
eliminated.

IFRS 15 “Revenue from Contracts with Customers” and related amendment

IFRS 15 establishes principles for recognizing revenue that apg@li} contracts with customers,
and will supersede IAS 18 “Revenue”, IAS 11 “Construction Contraat®i a number of
revenue-related interpretations from January 1, 2018.

When applying IFRS 15, an entity shall recognize revenue by applying theifmisteps:

Identify the contract with the customer;

Identify the performance obligations in the contract;

Determine the transaction price;

Allocate the transaction price to the performance obligations in theacgrand
Recognize revenue when the entity satisfies a performance obligation.

In identifying performance obligations, IFRS 15 and related amendraquoireé that a good or
service is distinct if it is capable of being distinctr(fexample, the Group regularly sells it
separately) and the promise to transfer it is distindtiwithe context of the contract (i.e. the nature
of the promise in the contract is to transfer each of thosdgyor services individually rather than
to transfer combined items).

When IFRS 15 and related amendment are effective, an entityelaayto apply this Standard
either retrospectively to each prior reporting period presentegtrospectively with the cumulative
effect of initially applying this Standard recognized at the dateitdliapplication.

IFRS 16 “Leases”

IFRS 16 sets out the accounting standards for leases thaupelisede IAS 17 and a number of
related interpretations.

-18 -



5)

6)

Under IFRS 16, if the Group is a lessee, it shall recognibé-ofguse assets and lease liabilities for
all leases on the consolidated balance sheets except foraloe-and short-term leases. The
Group may elect to apply the accounting method similar to #@uating for operating lease under
IAS 17 to the low-value and short-term leases. On the ddasad statements of comprehensive
income, the Group should present the depreciation expense chargheé oight-of-use asset
separately from interest expense accrued on the leasetyiabilierest is computed by using
effective interest method. On the consolidated statementastf flows, cash payments for the
principal portion of the lease liability are classified hivit financing activities; cash payments for
interest portion are classified within operating activities.

The application of IFRS 16 is not expected to have a mhierEact on the accounting of the
Group as lessor.

When IFRS 16 becomes effective, the Group may elect to appi$tdmslard either retrospectively
to each prior reporting period presented or retrospectively tlve cumulative effect of the initial
application of this Standard recognized at the date of initial apiplica

Amendment to IAS 12 “Recognition of Deferred Tax Assets for Unrealizezbkbs

The amendment clarifies that the difference between theirmgraynount of the debt instrument
measured at fair value and its tax base gives rise tmpotary difference, even though there are
unrealized losses on that asset, irrespective of wheétheGroup expects to recover the carrying
amount of the debt instrument by sale or by holding it and collecting contreasiaflows.

In addition, in determining whether to recognize a deferrechsaet, the Group should assess a
deductible temporary difference in combination with all of itheo deductible temporary
differences, unless the tax law restricts the utilizabbtosses as deduction against income of a
specific type, in which case, a deductible temporary differenassessed in combination only with
other deductible temporary differences of the appropriate typke amendment also stipulates
that, when determining whether to recognize a deferred ta&x, dlse estimate of probable future
taxable profit may include some of the Group’s assets for more thacdhgiing amount if there is
sufficient evidence that it is probable that the Group vaHiave the higher amount, and that the
estimate for future taxable profit should exclude tax deductresslting from the reversal of
deductible temporary differences.

IFRIC 22 “Foreign Currency Transactions and Advance Consideration”

IAS 21 stipulated that a foreign currency transaction shateberded on initial recognition in the

functional currency by applying to the foreign currency amounsploe exchange rate between the
functional currency and the foreign currency at the datehefttansaction. IFRIC 22 further

explains that the date of the transaction is the date orhvamentity recognizes a non-monetary
asset or non-monetary liability from payment or receipt of advammsideration. |If there are

multiple payments or receipts in advance, the entity shall detertime date of the transaction for
each payment or receipt of advance consideration.

The Group shall apply IFRIC 22 either retrospectively or prospygtio all assets, expenses and
income in the scope of the Interpretation initially recogniaecor after (a) the beginning of the

reporting period in which the entity first applies IFRIC @R(b) the beginning of a prior reporting

period presented as comparative information in the financiahstats of the reporting period in

which the entity first applies IFRIC 22

Except for the above impact, as of the date the consolidated ifihatatements were authorized for
issue, the Group is continuously assessing the possible impathehapplication of other standards
and interpretations will have on the Group’s financial position famehcial performance, and will
disclose the relevant impact when the assessment is completed.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Statement of compliance
The consolidated financial statements have been prepared indawcerwith the Regulations
Governing the Preparation of Financial Reports by Securigsegis and IFRSs as endorsed and issued
into effect by the FSC.

b. Basis of preparation

The consolidated financial statements have been prepared on thécdlistost basis except for
financial instruments that are measured at fair values.

The fair value measurements are grouped into Levels 1 to 3 latkd degree to which the fair value
measurement inputs are observable and the significance aipilns to the fair value measurement in
its entirety, which are described as follows:

1) Level 1 inputs are quoted prices (unadjusted) in active markeatkefdical assets or liabilities;

2) Level 2 inputs are inputs other than quoted prices includeihviidvel 1 that are observable for
the asset or liability, either directly (i.e. as prices) or imdliygi.e. derived from prices); and

3) Level 3 inputs are unobservable inputs for the asset or liability.
c. Classification of current and non-current assets and liabilities
Current assets include:
1) Assets held primarily for the purpose of trading;
2) Assets expected to be realized within twelve months after theingpoetiod; and

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

Current liabilities include:

1) Liabilities due to be settled within twelve months after reporting period, even if an agreement to
refinance, or to reschedule payments, on a long-term basis isetechplter the reporting period
and before the consolidated financial statements are authorizesu®ey and

2) Liabilities for which the Group does not have an unconditionht tmdefer settlement for at least
twelve months after the reporting period. Terms of a liabtligt could, at the option of the
counterparty, result in its settlement by the issue of tequistruments do not affect its
classification.

Assets and liabilities that are not classified as current assified as non-current.
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d.

e.

Basis of consolidation
® Principles for preparing consolidated financial statements

The consolidated financial statements incorporate the fialastEitements of the Corporation and
the entities controlled by the Corporation (i.e. its subsidiariesficome and expenses of
subsidiaries acquired or disposed of during the period are includlee aonsolidated statement of
comprehensive income from the effective date of acquisition thgeteffective date of disposal, as
appropriate. When necessary, adjustments are made to thadirsatements of subsidiaries to
bring their accounting policies into line with those used by thep@ation. All intra-group
transactions, balances, income and expenses are eliminated unpdull consolidation. Total
comprehensive income of subsidiaries is attributed to the ownerse dEdrporation and to the
non-controlling interests even if this results in the non-controllingdats having a deficit balance.

Changes in the Group’s ownership interests in subsidiariesithaot result in the Group losing
control over the subsidiaries are accounted for as equityatémss. The carrying amounts of the
Group’s interests and the non-controlling interests are adjusteefléat the changes in their
relative interests in the subsidiaries. Any difference &etwthe amount by which the
non-controlling interests are adjusted and the fair value otdnsideration paid or received is
recognized directly in equity and attributed to the owners of the Corporation.

See Note 15 for the detailed information of subsidiarieduing the percentage of ownership and
main business).

Business combinations

Acquisitions of businesses are accounted for using the acquisiethod. Acquisition-related costs
are generally recognized in profit or loss as incurred.

Goodwill is measured as the excess of the sum of the coniidetansferred, the amount of any
non-controlling interests in the acquiree, and the fair valuthefacquirer’s previously held equity
interest in the acquiree over the net of the acquisitionalatmnts of the identifiable assets acquired
and the liabilities assumed. If, after re-assessment, thefribe acquisition-date amounts of the
identifiable assets acquired and liabilities assumed exteedsim of the consideration transferred, the
amount of any non-controlling interests in the acquiree and thealae of the acquirer’s previously
held interest in the acquiree, the excess are recognizeddiatalg in profit or loss as a bargain
purchase gain.

Non-controlling interests that are present ownership irtteeesl entitle their holders to a proportionate
share of the entity’s net assets in the event of liquidatiay Ime initially measured either at fair value

or at the non-controlling interests’ proportionate share ofréisegnized amounts of the acquiree’s

identifiable net assets. The choice of measurement basedis on a transaction-by-transaction basis.
Other types of non-controlling interests are measured at fair value.

Foreign currencies

In preparing the financial statements of each individual grotipyetransactions in currencies other
than the entity’s functional currency (foreign currencie®) acognized at the rates of exchange
prevailing at the dates of the transactions.

At the end of each reporting period, monetary items denominated igrfanerrencies are retranslated

at the rates prevailing at that date. Exchange diffesemigenonetary items arising from settlement or
translation are recognized in profit or loss in the period in which thss. ar

-21 -



Non-monetary items measured at fair value that are denowhimatereign currencies are retranslated
at the rates prevailing at the date when the fair valuedetesmined. Exchange differences arising on
the retranslation of non-monetary items are included in profiss for the period except for exchange
differences arising from the retranslation of non-monetary items ieeespwhich gains and losses are
recognized directly in other comprehensive income, in which thsegxchange differences are also
recognized directly in other comprehensive income.

Non-monetary items that are measured at historical cost in a forergmcy are not retranslated.

For the purposes of presenting consolidated financial statements,dtseaaskliabilities of the Group’s
foreign operations (including subsidiaries and associates in cbo@tries that use currency different
from the currency of the Corporation) are translated into Neiwvaradollars using exchange rates
prevailing at the end of each reporting period. Income and exgenseare translated at the average
exchange rates for the period. Exchange differences arigtngeeognized in other comprehensive
income attributed to the owners of the Corporation and non-controlling intaseggpropriate.

On the disposal of a foreign operation (i.e. a disposal of the Gdiq@s entire interest in a foreign
operation, or a disposal involving loss of control over a subsidiary that inclddesgn operation, or a
partial disposal of an interest in a joint arrangement or sociade that includes a foreign operation of
which the retained interest becomes a financial asset)f tie exchange differences accumulated in
equity in respect of that operation attributable to the ownetseo€orporation are reclassified to profit
or loss.

In relation to a partial disposal of a subsidiary that does sattri@ the Corporation losing control over
the subsidiary, the proportionate share of accumulated excharfgeermbes is re-attributed to
non-controlling interests of the subsidiary and is not recognizedofit or loss. For all other partial
disposals, the proportionate share of the accumulated exchangeertiffis recognized in other
comprehensive income is reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assetdiabitities acquired in the acquisition of a
foreign operation are treated as assets and liabilities dbtbign operation and translated at the rate of
exchange prevailing at the end of each reporting period. Exchdfgenties arising are recognized
in other comprehensive income.

Inventories

Inventories are stated at the lower of cost (monthly tei) average) or net realizable value. Net
realizable value is the estimated selling price of invéetdess all estimated costs necessary to make
the sale.

Investment in associates

An associate is an entity over which the Group has signifinloence and that is neither a subsidiary
nor an interest in a joint venture.

The Group uses the equity method to account for its investmerdssociates. Under the equity
method, an investment in an associate is initially recogrizedst and adjusted thereafter to recognize
the Group’s share of the profit or loss and other comprehemsigee of the associate. The Group
also recognizes the changes in the Group’s share of equity of associates.

Any excess of the cost of acquisition over the Group’s shatkeohet fair value of the identifiable
assets and liabilities of an associate recognized at teeoflaacquisition is recognized as goodwill,
which is included within the carrying amount of the investmeaut ia not amortized. Any excess of
the Group’s share of the net fair value of the identifialdsets and liabilities over the cost of
acquisition, after reassessment, is recognized immediately in qrddis.
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When the Group subscribes for additional new shares of the atgsata percentage different from its
existing ownership percentage, the resulting carrying amount afwbstment differs from the amount
of the Group’s proportionate interest in the associate. TleipgGrecords such a difference as an
adjustment to investments with the corresponding amount chargeckdited to capital surplus -
changes in the Group’s share of equity of associates. Gribip’s ownership interest is reduced due
to the additional subscription of the new shares of assodigtgyroportionate amount of the gains or
losses previously recognized in other comprehensive income iiomeiatthat associate is reclassified
to profit or loss on the same basis as would be required intrestee had directly disposed of the
related assets or liabilities. When the adjustment shouttebiged to capital surplus, but the capital
surplus recognized from investments accounted for by the ageityod is insufficient, the shortage is
debited to retained earnings.

When the Group’s share of losses of an associate equals or eitséetdsest in that associate (which
includes any carrying amount of the investment accounted for bgghigy method and long-term
interests that, in substance, form part of the Group’s maistment in the associate), the Group
discontinues recognizing its share of further losses. Additimsakes and liabilities are recognized
only to the extent that the Group has incurred legal obligationsprwstructive obligations, or made
payments on behalf of that associate.

The entire carrying amount of the investment (including goodisilisted for impairment as a single
asset by comparing its recoverable amount with its cargfmgunt. Any impairment loss recognized
forms part of the carrying amount of the investment. Any saleof that impairment loss is

recognized to the extent that the recoverable amount of the investrheatigently increases.

The Group discontinues the use of the equity method from the dawehich it ceases to have
significant influence. Any retained investment is meaduat fair value at that date and the fair value
is regarded as its fair value on initial recognition asnantcial asset. The difference between the
previous carrying amount of the associate attributable to thmedtanterest and its fair value is
included in the determination of the gain or loss on disposal afgbeciate. The Group accounts for
all amounts previously recognized in other comprehensive inconeaition to that associate on the
same basis as would be required if that associate had directly disgiake related assets or liabilities.

When a group entity transacts with its associate, profits@ssg$ resulting from the transactions with
the associate are recognized in the Group’ consolidated falastetements only to the extent of
interests in the associate that are not related to the Group.

Property, plant and equipment

Property, plant and equipment are stated at cost, less accumdéeztiation and accumulated
impairment loss.

Freehold land is not depreciated.

Depreciation on property, plant and equipment is recognized usingttaight-line method. Each
significant part is depreciated separately. If the leaga ts shorter than the useful lives, assets are
depreciated over the lease term. The estimated usefs) tiesidual values and depreciation method
are reviewed at the end of each reporting period, with tleetedf any changes in estimate accounted
for on a prospective basis.

On derecognition of an item of property, plant and equipment, the differenceehdtveesales proceeds
and the carrying amount of the asset is recognized in profit or loss.

Goodwill

Goodwill arising from the acquisition of a business is cargeaost as established at the date of
acquisition of the business less accumulated impairment loss.
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For the purposes of impairment testing, goodwill is allocatechth ®f the Group’s cash-generating
units (or groups of cash-generating units) that is expected tditbéwoen the synergies of the
combination.

A cash-generating unit to which goodwill has been allocateabised for impairment annually, or more
frequently when there is an indication that the unit mayrpaired, by comparing its carrying amount,
including the attributed goodwill, with its recoverable amount. Howef/dre goodwill allocated to a
cash-generating unit was acquired in a business combination dugirgrrent annual period, that unit
shall be tested for impairment before the end of the muemenual period. If the recoverable amount
of the cash-generating unit is less than its carrying amounimibp&rment loss is allocated first to
reduce the carrying amount of any goodwill allocated to the unitheamdto the other assets of the unit
pro rata based on the carrying amount of each asset in the Anit.impairment loss is recognized
directly in profit or loss. An impairment loss recognized doodwill is not reversed in subsequent
periods.

If goodwill has been allocated to a cash-generating unittanentity disposes of an operation within
that unit, the goodwill associated with the operation dispo$eslincluded in the carrying amount of
the operation when determining the gain or loss on disposal, arehined on the basis of the relative
values of the operation disposed of and the portion of the cash-generatingainedret
Intangible assets
1) Intangible assets acquired separately
Intangible assets (computer software) with finite useifigsl that are acquired separately are
initially measured at cost and subsequently measured at sesadeumulated amortization and
accumulated impairment loss. Amortization is recognized orai@lstdine basis. The estimated
useful life, residual value, and amortization method avéewed at the end of each reporting
period, with the effect of any changes in estimate accounted for on a praspesis.
2) Internally-generated intangible assets - research and developmerdigxpe
Expenditure on research activities is recognized as an expense inidlddmp@rhich it is incurred.

An internally-generated intangible asset arising from the develupphase of an internal project is
recognized if, and only if, all of the following have been demonstrated:

a) The technical feasibility of completing the intangiblseaso that it will be available for use or
sale;

b) The intention to complete the intangible asset and use or sell it;
c) The ability to use or sell the intangible asset;
d) How the intangible asset will generate probable future economidtsenef

e) The availability of adequate technical, financial and otresources to complete the
development and to use or sell the intangible asset; and

f) The ability to measure reliably the expenditure attribletab the intangible asset during its
development.

-24 -



The amount initially recognized for internally-generated intalegassets is the sum of the
expenditure incurred from the date when the intangible assenfests the recognition criteria
listed above. Subsequent to initial recognition, they are measuith@ same basis as intangible
assets that are acquired separately.

3) Intangible assets acquired in a business combination

Intangible assets (technological expertise and client re#dipn acquired in a business
combination and recognized separately from goodwill are initialtpgnized at their fair value at
the acquisition date (which is regarded as their cost). §ubseto initial recognition, they are
measured on the same basis as intangible assets that are acqairailye

4) Derecognition of intangible assets

Gains or losses arising from derecognition of an intangibdetasvhich are measured as the
difference between the net disposal proceeds and the carrpougnhtiof the asset, are recognized in
profit or loss when the asset is derecognized.

Impairment of tangible and intangible assets other than goodwiill

At the end of each reporting period, the Group reviews the ogrigmounts of its tangible and
intangible assets, excluding goodwill, to determine whether tiseamy indication that those assets
have suffered an impairment loss. If any such indicationsextst recoverable amount of the asset is
estimated in order to determine the extent of the impairmest Id&/hen it is not possible to estimate
the recoverable amount of an individual asset, the Group estith@agcoverable amount of the
cash-generating unit to which the asset belongs. Corporaes ase allocated to the individual or
smallest group of cash-generating units on a reasonable and consistetibalss.

Recoverable amount is the higher of fair value less cosslt@nd value in use. If the recoverable
amount of an asset or cash-generating unit is estimatedesdthan its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced tecitserable amount, with the resulting
impairment loss recognized in profit or loss.

When an impairment loss is subsequently reversed, the caatyiognt of the asset or cash-generating
unit is increased to the revised estimate of its recoveeabtrint, but only to the extent of the carrying
amount that would have been determined had no impairment loss beenizeddigr the asset or
cash-generating unit in prior years. A reversal of an impairroeati$ recognized in profit or loss.

. Non-current assets held for sale

Non-current assets (or disposal groups) are classifiedl@ddnesale if their carrying amount will be
recovered principally through a sale transaction ratiam through continuing use. This condition is
regarded as met only when the sale is highly probable and the mentasset (or disposal groups) is
available for immediate sale in its present condition. Tetrtiee criteria for the sale being highly
probable, the appropriate level of management must be committed to the s&lesivalnld be expected
to qualify for recognition as a completed sale within one year from the ddtessification.

When to a sale plan would result in loss of control aflzssliary, regardless of whether the Group will

retain a non-controlling interest in that subsidiary afterdhle. However, such investment is still
accounted for by the equity method.
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When the Group is committed to a sale plan involving disposal afvestment, or a portion of an
investment, in an associate, only the investment or the portion of thretriverd that will be disposed of

is classified as held for sale when the classificatioerigitare met, and the Group discontinues the use
of the equity method in relation to the portion that is classifis held for sale. Any retained portion
of an investment in an associate that has not been aasagiheld for sale continues to be accounted
for using the equity method. If the Group ceases to havefisamtiinfluence nor joint control over
the investment after the disposal takes place, the Grouprasdou any retained interest that has not
been classified as held for sale in accordance with the accounting plaidiesincial instruments.

Non-current assets (or disposal groups) classified as heldlfoaisameasured at the lower of their
previous carrying amount and fair value less costs to se#cogmition of depreciation of those assets
would cease.

When a subsidiary, associate, or a portion of an interest irsania® previously classified as held for

sale no longer meets the criteria to be so classified,nteasured at the carrying amount that would
have been recognized had such interests not been classifield &3 lsale. Financial statements for

the periods since classification as held for sale are amended accordingly.

Financial instruments

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

Financial assets and financial liabilities are inijiatleasured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of finahassets and financial liabilities (other than
financial assets and financial liabilities at fair vatheough profit or loss) are added to or deducted
from the fair value of the financial assets or finantalilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquoisiof financial assets or financial liabilities at fair
value through profit or loss are recognized immediately in profiiss. |

1) Financial assets

All regular way purchases or sales of financial assetsemagnized and derecognized on a trade
date basis.

a) Measurement category
Financial assets are classified into the following categori€&inancial assets at fair value
through profit or loss, held-to-maturity investments, availéesale financial assets and loans
and receivables.

i. Financial assets at fair value through profit or loss

Financial assets are classified as at fair value througfit pr loss that are assets held for
trading.

Financial assets at fair value through profit or loss atedtat fair value, with any gains or
losses arising on remeasurement recognized in profit or I0d% net gain or loss
recognized in profit or loss does not incorporate any dividendhtereist earned on the
financial asset. Fair value is determined in the manner describedar2®lo
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Investments in equity instruments under financial assetsratalae through profit or loss
that do not have a quoted market price in an active marigetvhose fair value cannot be
reliably measured and derivatives that are linked to amst fve settled by delivery of such
unquoted equity instruments are subsequently measured at costniessleatified
impairment loss at the end of each reporting period and prdsergeseparate line item as
financial assets carried at cost. |If, in a subsequent periedaithvalue of the financial
assets can be reliably measured, the financial assetemeasured at fair value. The
difference between the carrying amount and the fair value is recognizetdiiroptoss.

Held-to-maturity investments

Corporate bonds, which the Group has positive intent and atailihold to maturity, are
classified as held-to-maturity investments.

Subsequent to initial recognition, held-to-maturity investmenésmeasured at amortized
cost using the effective interest method less any impairment.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives dhea either not classified as loans
and receivables, held-to-maturity investments or financsdtasat fair value through profit
or loss.

Available-for-sale financial assets are measured at failue. Dividends on
available-for-sale equity investments are recognized ifit mmoloss. Other changes in the
carrying amount of available-for-sale financial assetgseregnized in other comprehensive
income. When the investment is disposed of or is determined tonpaired, the
cumulative gain or loss previously recognized in other compreheinsieme is reclassified
to profit or loss.

Dividends on available-for-sale equity instruments are recogmizprofit or loss when the
Group’s right to receive the dividends is established.

Available-for-sale equity investments that do not have a quotekleimarice in an active
market and whose fair value cannot be reliably measured easuned at cost less any
identified impairment loss at the end of each reporting periodrangfresented in a separate
line item as financial assets carried at cost. If, ink®squent period, the fair value of the
financial assets can be reliably measured, the financietsagee remeasured at fair value.
The difference between carrying amount and fair value is néoed) in profit and loss or
other comprehensive income. Any impairment losses are recognized irapebfiss.

Loans and receivables

Loans and receivables (including accounts receivable, cash améagaizalent, and debt
investments with no active market) are measured at antbrtiast using the effective
interest method, less any impairment, except for short-ternivaddes when the effect of
discounting is immaterial.

Cash equivalent includes time deposits with original maturitiesmiitiiee months from the
date of acquisition, highly liquid, readily convertible to a knowmoant of cash and be
subject to an insignificant risk of changes in value. Tloasé equivalents are held for the
purpose of meeting short-term cash commitments.
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b) Impairment of financial assets

Financial assets, other than those at fair value through prdbss, are assessed for indicators
of impairment at the end of each reporting period. Financig@tsasge considered to be
impaired when there is objective evidence that, as a resafteobr more events that occurred
after the initial recognition of the financial asset, thenested future cash flows of the
investment have been affected.

For financial assets carried at amortized cost, sudtesunts receivable, assets are assessed
for impairment on a collective basis even if they weressed not to be impaired individually.
Objective evidence of impairment for a portfolio of recelealrould include the Group’s past
experience of collecting payments, an increase in the number ofedefmyments in the
portfolio past the average credit period of 60 days, asasatibservable changes in national or
local economic conditions that correlate with default on receivables, and so on.

For financial assets carried at amortized cost, the amouhtdfmpairment loss recognized is
the difference between the asset’s carrying amount angrésent value of estimated future
cash flows, discounted at the financial asset’s original efteatierest rate.

For financial assets measured at amortized cost, if, ibseguent period, the amount of the
impairment loss decreases and the decrease can be related dpjectvnesvent occurring after
the impairment was recognized, the previously recognized imeairtoss is reversed through
profit or loss to the extent that the carrying amount of the imazgt at the date the impairment
is reversed does not exceed what the amortized cost would haveduedre impairment not
been recognized.

For available-for-sale equity investments, a significargrofonged decline in the fair value of
the security below its cost is considered to be objective evidemrpairment.

For all other financial assets, objective evidence of impait could include significant
financial difficulty of the issuer or counterparty, breach oft@mt, such as a default or
delinquency in interest or principal payments, it becoming prolthatehe borrower will enter
bankruptcy or financial re-organization, or the disappearance of tare awarket for that

financial asset because of financial difficulties.

When an available-for-sale financial asset is considered impaired, cumulative gains or
losses previously recognized in other comprehensive income aaesiéied to profit or loss in
the period.

In respect of available-for-sale equity securities, impairrosst previously recognized in profit
or loss are not reversed through profit or loss. Any increas$air value subsequent to an
impairment loss is recognized in other comprehensive income.

For financial assets that are carried at cost, the amotm¢ ahpairment loss is measured as the
difference between the asset’s carrying amount and the pnesastof the estimated future
cash flows discounted at the current market rate of rétura similar financial asset. Such
impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced bynpaiiment loss directly for all
financial assets with the exception of accounts receivable, we@rrying amount is reduced
through the use of an allowance account. When an account f#eeiga considered
uncollectible, it is written off against the allowance accourBubsequent recoveries of
amounts previously written off are credited against the alioe/aaccount. Changes in the
carrying amount of the allowance account are recognized in poofitoss except for
uncollectible accounts receivable that are written off against theaaltmaccount.
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c) Derecognition of financial assets

The Group derecognizes a financial asset only when the contreaghita to the cash flows
from the asset expire, or when it transfers the financssdtaend substantially all the risks and
rewards of ownership of the asset to another party.

On derecognition of a financial asset in its entirety, thiemihce between the asset's carrying
amount and the sum of the consideration received and recemadblehe cumulative gain or
loss that had been recognized in other comprehensive income is recognized or jos§.

2) Equity instruments

Equity instruments issued by a group entity are classified as eithecifihkebilities or as equity in
accordance with the substance of the contractual arrangeamahtthe definitions of a financial
liability and an equity instrument.

Equity instruments issued by a group entity are recognized girdiceeds received, net of direct
ISSue costs.

Repurchase of the Corporation’s own equity instruments is rexsatyiin and deducted directly
from equity. No gain or loss is recognized in profit or loss on threhpse, sale, issue or
cancellation of the Corporation’s own equity instruments.

3) Financial liabilities
a) Subsequent measurement
All the financial liabilities are measured at amortized cost usiegtfective interest method.
b) Derecognition of financial liabilities

The difference between the carrying amount of the finanaaility derecognized and the
consideration paid, including any non-cash assets transferred bilitids assumed, is
recognized in profit or loss.

0. Revenue recognition

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

Revenues from sales of computer hardware and software agnized when the items and the risks
and rewards associated with the items are transferredetcustomers. Revenue from integrated
hardware and software solutions are generally recognizeddrgmee to the stage of completion of the
contract terms.

Service income is generally recognized when service is rethaeris recognized over the term of the
service contract under the straight-line method or the pagerwmf-completion method. Contract
profit for the current period is the difference between the catmel profit at the end of the current
period and the cumulative profit recognized in the prior periods. Waihcontract cost is estimated
to be greater than total contract revenue at the end of a theaexcess should be recognized as
operating cost in the current year.

Other operating revenue is mainly comprised of rental revenusasad of computer equipment, which
is recognized over the term of the lease.
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Dividend income from investments is recognized when the sharelsolight to receive payment has
been established provided that it is probable that the economifitbevikk flow to the Group and the
amount of income can be measured reliably.

Interest income from a financial asset is recognized wharpitobable that the economic benefits will
flow to the Group and the amount of income can be measured reliably. Interest inemtiéd on a
time basis, by reference to the principal outstanding and at the edfextgvest rate applicable.

Leasing

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

1) The Group as lessor

Amounts due from lessees under finance leases are recognimbi@ables at the amount of the
Group’s net investment in the leases. Finance lease incoafleaated to accounting periods so
as to reflect a constant periodic rate of return on the Groupisvestment outstanding in respect
of the leases.

Rental income from operating leases is recognized on a stliaigHhtasis over the term of the
relevant lease.

2) The Group as lessee

Operating lease payments are recognized as an expense on a straighisliomecbdise lease term.
Employee benefits
1) Short-term employee benefits

Liabilities recognized in respect of short-term employee litsr@fe measured at the undiscounted
amount of the benefits expected to be paid in exchange for the related.servic

2) Retirement benefits

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

Defined benefit costs (including service cost, net inteaiast remeasurement) under the defined
benefit retirement benefit plans are determined using theqgbeoj unit credit method. Service
cost (including current service cost and past service aodthet interest on the net defined benefit
liability (asset) are recognized as employee benefits exjeribe period they occur, or when the
plan amendment or curtailment occurs/when the settlement occugmeaRurement, comprising
actuarial gains and losses, the effect of the changes &sskeceiling and the return on plan assets
(excluding interest), is recognized in other comprehensive income in thd pevitich they occur.
Remeasurement recognized in other comprehensive income idegfleanediately in retained
earnings and will not be reclassified to profit or loss.

Net defined benefit liability (asset) represents theiaatleficit (surplus) in the Group’s defined

benefit plan. Any surplus resulting from this calculatisdimited to the present value of any
refunds from the plans or reductions in future contributions to the plans.
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r.

Share-based payment arrangements

The fair value determined at the grant date of the employee shtons is expensed on a straight-line
basis over the vesting period, based on the Group’s best estimiie wiimber of employee share
options that are expected to ultimately vest, with a correspoittingase in capital surplus - employee
share options.

At the end of each reporting period, the Corporation revisestiwiae of the number of employee
share options expected to vest. The impact of the revision afrifieal estimates is recognized in
profit or loss such that the cumulative expense reflects thiserk estimate, with a corresponding
adjustment to the capital surplus - employee share options.

Taxation
Income tax expense represents the sum of the tax currently payableemelddeix.
1) Current tax

According to the Income Tax Law, an additional tax at 10% oppiregoriated earnings is provided
for as income tax in the year the shareholders approve to retain timggarn

Adjustments of prior years’ tax liabilities are added todeducted from the current year’'s tax
provision.

2) Deferred tax

Deferred tax is recognized on temporary differences between tiyengaamounts of assets and the
corresponding tax bases used in the computation of taxable préfihe temporary difference
arises from the initial recognition (other than in a busiwessbination) of assets and liabilities in a
transaction that affects neither the taxable profit noattomunting profit, the resulting deferred tax
asset or liability is not recognized.

Deferred tax liabilities are generally recognized for all taxtdlgporary differences. Deferred tax
assets are generally recognized for all deductible tempditieyences, unused loss carry forward
and unused tax credits for purchases of machinery, equipmenteedoliogy, research and
development expenditures, personnel training expenditures and investméimé extent that it is
probable that taxable profits will be available againsicty those deductible temporary differences
can be utilized.

Deferred tax liabilities are recognized for taxable tempor#fgrdnces associated with investments
in subsidiaries and associates, except where the Group is abtnttol the reversal of the
temporary difference and it is probable that the temporarerdiite will not reverse in the
foreseeable future. Deferred tax assets arising from dedutdilviporary differences associated
with such investments and interests are only recognized texteat that it is probable that there
will be sufficient taxable profits against which to utilitee benefits of the temporary differences
and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed atntieof each reporting period and
reduced to the extent that it is no longer probable that suffi@&able profits will be available to
allow all or part of the asset to be recovered. A previouslgaagnized deferred tax asset is also
reviewed at the end of each reporting period and recognized to the extent that it has become
probable that future taxable profit will allow the deferred tax assed tedovered.
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Deferred tax liabilities and assets are measured diatheates that are expected to apply in the
period in which the liability is settled or the asset realibaded on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of théngeperiod. The measurement
of deferred tax liabilities and assets reflects the tax emprences that would follow from the
manner in which the Group expects, at the end of the reporting periogcaeer or settle the
carrying amount of its assets and liabilities.

3) Current and deferred tax for the year

Current and deferred tax are recognized in profit or losspéexdeen they relate to items that are
recognized in other comprehensive income, in which case, the caneérdeferred tax are also
recognized in other comprehensive income.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES O F ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, management is requiredkégudgments, estimates
and assumptions about the carrying amounts of assets and liattiliiese not readily apparent from other
sources. The estimates and associated assumptions are basedrimalhesiperience and other factors
that are considered relevant. Actual results may differ frosetestimates.

The estimates and underlying assumptions are reviewed on an omgsisg Revisions to accounting
estimates are recognized in the period in which the estimate isdréilse revision affects only that period
or in the period of the revision and future periods if the revision affesth current and future periods.

a. Estimated impairment of accounts receivable

When there is objective evidence of impairment loss, the Gréeg tato consideration the estimation
of future cash flows. The amount of the impairment loss is unedsas the difference between the
asset’s carrying amount and the present value of estimaig@ ftash flows (excluding future credit

losses that have not been incurred) discounted at the finans#lsagriginal effective interest rate.

Where the actual future cash flows are less than expected, a matpdaiment loss may arise.

b. Write-down of inventory
Net realizable value of inventory is the estimated selling pnitke ordinary course of business less the
estimated costs necessary to make the sale. The éstinohtnet realizable value was based on
current market conditions and the historical experience dingeproducts of a similar nature.
Changes in market conditions may have a material impact on thetestiwfanet realizable value.

6. CASH AND CASH EQUIVALENTS

December 31

2016 2015
Cash on hand $ 747 $ 1,256
Checking and savings accounts 3,308,374 1,675,245

Cash equivalent
Time deposits with original maturities less than three months 936,161 1,129,140

4,245,282 $ 2,805,641

Market interest rate interval
Time deposits with original maturities less than three months  0.60%-1.25%  0.38%-3.10%
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Financial assets held for trading

Mutual funds
Corporation bonds
Listed shares

. AVAILABLE-FOR-SALE FINANCIAL ASSETS

Listed shares
Corporate bonds

. DEBT INVESTMENTS WITH NO ACTIVE MARKET

Current
Time deposits with original maturity of more than 3 months
Non-current

Domestic corporate bonds
Overseas convertible bonds

Market interest rate interval

Time deposits with original maturity of more than 3 months
Domestic corporate bonds
Overseas convertible bonds

7. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT O R LOSS

December 31

2016

$ 2,661,604
27,433
190,919

$ 2,879,956

2015

$ 3,667,865
143,628
36,790

$ 3,848,283

December 31

2016

$ 11,047
7,937

$ 18,984

2015

$ 40,607

$ 40,607

December 31

2016

$ 102,339

$ 500,000
48,375

$ 548,375

0.30%-1.01%
3.5%
5%-6%

2015

$ 16,736

In the second quarter of 2016, the Group acquired a domestic nontynstibordinate debenture bonds at
par value with a coupon rate of 3.5% and overseas convertible Wwidhdoupon rates ranging from 5% to

6%.
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10. NOTES RECEIVABLE, ACCOUNTS RECEIVABLE AND LONG- TERM RECEIVABLES, NET

December 31

2016 2015
Notes receivable $ 67,810 $ 75,236
Less: Allowance for doubtful accounts (231) (231)
$ 67579 § 75,005
Accounts receivable $ 3,444,783 $ 3,585,977
Less: Allowance for doubtful accounts (139,868) (137,154)
$ 3,304,915 $ 3,448,823
Long-term receivables $ 55,966 $ 96,242
Less: Unrealized interest income (1,771) (3,638)
$ 54195 $ 92,604

The average credit period on accounts receivable was 78 daysletermining the recoverability of

accounts receivable, the Group considered any change in the aadit gf the accounts receivable since

the date credit was initially granted to the end of the rempperiod. Based on the historical experience,
the risk of non-collection of receivable was higher when tieivables were not collected on due date.
The Group assessed the receivables individually and recogaiz@dilowance for doubtful accounts of

100% against receivables that are irrecoverable. Allowanadofdstful accounts was recognized against
other receivables based on estimated irrecoverable amountsidetérby reference to past default

experience of the counterparties and an analysis of their cumantial position.

The aging of receivables (based on invoice date) was as follows:

December 31

2016 2015
Less than 90 days $ 2,917,517 $ 3,006,365
91-120 days 208,459 174,910
121-180 days 94,099 117,996
181-360 days 111,586 135,197
Over 361 days 180,932 226,745
$ 3,512,593 $ 3,661,213

The aging of receivables that were past due but not impaired (based on dateiceras as follows:

December 31

2016 2015
91-120 days $ 206,898 $ 174,910
121-180 days 93,512 117,204
181-360 days 105,295 134,741
Over 361 days 49,329 90,667
$ 455,034 $ 517,522
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11.

Because there was no significant change in credit quality and the amountstilveonsidered recoverable,
the Group did not hold any collateral or other credit enhancenfenthese balances. In addition, the
Group does not have the legal right to offset receivables with accountdepasth the same counterparty.

The Group’s transactions were made with a large number of tettelastomers; thus, the concentration of

credit risk was limited.

The movements of the allowance for doubtful trade receivables weshosgst

Individually Collectively
Assessed for Assessed for
Impairment Impairment Total
Balance at January 1, 2015 $ 73,988 $ 51,503 $ 125,491
Add: Impairment losses recognized on
receivables - 22,446 22,446
Add: Amounts recovered from prior year
write-off - 2,211 2,211
Less: Amounts written off during the year as
uncollectible - (12,635) (12,635)
Foreign exchange translation gains and losses - (128) (128)
Balance at December 31, 2015 73,988 63,397 137,385
Add: Impairment losses recognized on
receivables 2,387 16,424 18,811
Less: Amounts written off during the year as
uncollectible (355) (14,546) (14,901)
Foreign exchange translation gains and losses - (1,196) (1,196)
Balance at December 31, 2016 $ 76,020 $ 64,079 $ 140,099

INVENTORIES
December 31
2016 2015
Merchandise $ 2,388,459 $ 1,938,955
Maintenance parts 33,824 36,056
$ 2422283 $ 1,975,011

The cost of inventories recognized as cost of goods sold foedrs ended December 31, 2016 and 2015
was $9,961,443 thousand and $10,188,147 thousand, respectively. The cost of gbodslused
inventory write-downs of $78,285 thousand and $13,900 thousand, respectively.
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12. HELD-TO-MATURITY FINANCIAL ASSETS - NON-CURRENT

December 31

2016 2015
Corporate bonds $ - $ 62,079
Par value $ - $ 59.144
Coupon rates - 3.60%-4.55%
Average years to maturity - 1.63 years

In the third quarter of 2016, the Group sold the corporate bonds sucheasideeclassified the remains of
the held-to-maturity financial assets to available-foe-dalancial assets according to the requirements of
IAS 39.

13. FINANCIAL ASSETS MEASURED AT COST - NON-CURRENT

December 31

2016 2015
Unlisted common shares $ 416,026 $ 438,774
Others 16,945 20,193

$ 432,971 $ 458,967

Classified according to financial asset measurement categories

Available-for-sale financial assets $ 432,971 $ 444,185
Financial assets at FVTPL - 14,782

$ 432,971 $ 458,967
Management believed that the above unlisted equity investrhetidsby the Group cannot be reliably

measured due to the significant range of reasonable faie eslimates; therefore they were measured at
cost less impairment at the end of reporting period.

14. SUBSIDIARIES

Subsidiaries Included in the consolidated Financiabtatements

% of Ownership
December 31

Investor Investee Main Business 2016 2015 Remark
The Corporation Concord System Management  Design, assessment and planning of computer 100.0 100.0
Corporation (CSMC) system and application software and

data-processing system, sale and lease of
computer hardware, peripheral equipment
and spare parts, and repairs and maintenance
services.

The Corporation Systex Capital Group, Inc. Investment activities including financial trust ~ 100.0 100.0
(Scal) and holding.

The Corporation Hanmore Investment CorporationGeneral investment activities. 48.9 48.9 a)
(Hanmore)

The Corporation Systex Software & Service Sale and development of computer software, 100.0 100.0
Corporation (SSSC) data-processing services

(Continued)
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% of Ownership
December 31

Investor Investee Main Business 2016 2015 Remark
The Corporation Golden Bridge Corporation General investment activities. 100.0 100.0
(GBC)
The Corporation Taifon Computer Co., Ltd. Design of computer hardware and software 100.0 100.0
(Taifon) equipment system, computer room

installation, and maintenance, sale, lease and
consultation.

The Corporation Ching Pu Investment CorporationGeneral investment activities. 100.0 100.0
(Ching Pu)
The Corporation Kimo.com (BVI) Corporation Investment activities including financial trust ~ 100.0 100.0
(Kimo BVI) and holding.
The Corporation, Syspower Corporation Design, setup and maintenance of computer 84.1 84.1
Ching Puand GBC (Syspower) information and communication

engineering, and design and sale of
computer system software.
The Corporation Nexsys Corporation (Nexsys) Manufacturing of wire communication 100.0 100.0
equipment and apparatus, electronic parts
and components, and computers and
peripheral equipment, installation of
computer, and wholesale and retailing of
computer and business machinery

equipment.
The Corporation Systex Solutions Corporation Il Design, construction and sale of telecom 100.0 100.0
(Syxtex Solutions II) instrument, electronic calculator and
computer.
The Corporation Etu Corporation (Etu) Software design and data processing, retailing 78.3 100.0 b)
and service of software.
The Corporation Naturint Corporation (Naturint)  Installation, sale, information software, data 100.0 - c)

processing and other consultation of
computer software and related equipment,
network certification and software

publication.
GBC SoftMobile Technology Manufacturing of wire communication 100.0 100.0
Corporation (Soft Mobile) equipment and apparatus, electronic parts

and components, and computers and
peripheral equipment, installation of
computer, and wholesale and retailing of
computer and business machinery

equipment.
Ching Pu Taiwan Electronic Data Design, installation, maintenance, lease and 69.6 69.6
Processing Corporation consultation of computer software and
(TEDP) hardware equipment system, computer room

engineering, network equipment system
integration, and wholesale and retailing of
medical appliances.

TEDP Medincom Technology Installation, sale and consultation of computer 100.0 100.0
Corporation (Medincom) software and related equipment, and
wholesale and retailing of medical
appliances.
Kimo BVI Sysware Singapore Pte. Ltd. Computer system integration service and 100.0 100.0
(Sysware Singapore) software.
Kimo BVI Systex Information (H.K.) Sale of computer and peripheral equipment,  100.0 100.0
Limited (Systex Info) retailing and processing of information of
software.
Kimo BVI Sysware Shenglong Information Design of computer system, information 100.0 100.0
Systems Co., Ltd. (Sysware processing service provider, retailing of
Shenglong) computer and peripheral equipment.
Kimo BVI Ucom Information Ltd. Service, wholesale and retailing of information 100.0 100.0
(Shanghai) (Ucom Shanghai) software.
Kimo BVI Systek Information (Shanghai)  Sale of computer and peripheral equipment,  100.0 100.0
Ltd. (Systek) retailing and processing of information
software.
Kimo BVI Rainbow Tech Information (HK) Sale of computer and peripheral equipment,  100.0 100.0
Limited (RTIHK) retailing and processing of information
software.
Kimo BVI Systex Solutions (HK) Limited  Investment activities including financial trust ~ 100.0 100.0
and holding.
Sysware Shenglong Optima Financial Software Research, development and production of - 100.0 d)
Company (Optima) computer hardware, and information system
integration.
(Continued)
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15.

% of Ownership

December 31
Investor Investee Main Business 2016 2015 Remark
Systex Info Systex Group (China) Ltd. Management consultation, marketing and sale, 100.0 100.0
(Systex China) and capital and operation financial
management.
Systek and Ucom Rainbow Tech (Guangzhou) Inc. Research, development, installation and 100.0 100.0
Shanghai (RTGI) wholesale of software and hardware
technique and internet system.
Systex Group (China) Systex Ucom (Shanghai) Software design and data processing, retailing 100.0 100.0 e)
Ltd. (Systex Information Ltd. Co. (Systex and service of software.
Group) Ucom)
(Concluded)

a. The Group holds a 48.9% interest in Hanmore. The directtine @orporation consider the Group’s
absolute size of holding in Hanmore and the relative size of andsl@pef the shareholdings owned
by the other shareholders and concluded that the Group has theagbrability to direct the relevant
activities of Hanmore and therefore the Group has control over Hanmore.

b. Etu was incorporated in February 2015. In addition, the Corporation didbsatribed for additional
new shares of Etu at the existing percentage of its owpeirstiitu when Etu increased the capital in
January and December, 2016, resulting in changes in the ownership percentage.

c. Naturint was incorporated in July 2016.
d. Optima completed nullification of registration process in May 2016.
e. Systex Ucom was incorporated in April 2015.

All accounts of subsidiaries were included in consolidated finhrstatements for the years ended
December 31, 2016 and 2015.

Among the abovementioned entities, the financial statements asddbr the year ended December 31,
2016 and 2015 of Sysware Singapore were not audited. The aggrsget® af the subsidiary as of
December 31, 2016 and 2015 amounted to $8,995 thousand and $55,527 thousand ehgspétti
were 0.05% and 0.30% of the respective consolidated assetbeaaghregate liabilities amounted to $707
thousand and $14,861 thousand, respectively, which were 0.01% and 0.27%esptwive consolidated
liabilities. The aggregate net operating revenues ofuhsidiary in 2016 and 2015 amounted to $30,493
thousand and $136,237 thousand, respectively, which were 0.19% and 0.84% of the eesprestivdated
net operating revenues, and the aggregate amounts of comprehessiaenbunted to $451 thousand and
$32,602 thousand in 2016 and 2015, respectively, which were (0.05%) and (6.0286) reSpective
consolidated total comprehensive income. The Corporatiorvbeslibat any adjustment that might have
resulted had the financial statements of the subsidiary beeited would not be material to the
consolidated financial statements taken as a whole.

INVESTMENTS ACCOUNTED FOR BY USING THE EQUITY M ETHOD

December 31

2016 2015
Investments in associates
Material associates
Forms Syntron Information (Shenzhen) Limited $ - $ 1,046,770
Associates that are not individually material 397,656 606,170

$ 397,656 $ 1,652,940
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a. Material associates

Proportion of Ownership and
Voting Rights
December 31
Name of Associates 2016 2015

Forms Syntron Information (Shenzhen) Limited 14.16% 19.91%

In spite of holding less than 20% of the equity of Forms Syrtrfammation (Shenzhen) Limited, the
Group has significant influence over the investee and adopty egeilhod, because the Group holds a
director of the investee. As the Group planned to disposetatests of Forms Syntron Information
(Shenzhen) Limited in 2017, the Group has entered into a sa@enagnt in January 2017 and the sale
transaction is to be completed in the second quarter of 2017. TleerdferGroup classified the
carrying amount of the investment, amounting to $793,549 thousand, to non-current assetshéd f

Fair values (Level 1) of investments in associates withladota published price quotation are
summarized as follows:

December 31,

Name of Associate 2015
Forms Syntron Information (Shenzhen) Limited $ 8,362,641

Summarized financial information in respect of the Group’s ni@tassociate is set out below. The
summarized financial information below represents amounts showthe associates’ financial
statements prepared in accordance with IFRSs adjusted by the Gregpitgraccounting purposes.

Forms Syntron Information (Shenzhen) Limited

December 31

2016 2015
Assets $ 4,630,310 $ 4,117,980
Liabilities (276,832) (226,075)
Equity $ 4,353,478 $ 3,891,905
Proportion of the Group’s ownership 14.16% 19.91%
Equity attributable to the Group $ 616,614 $ 774,955
Goodwill 182,345 278,790
Other accounts payable (5,410) (6,975)
Carrying amount $ 793,549 $ 1,046,770
For the Year Ended December 31
2016 2015
Operating revenue $ 1,783,405 $ 1,530,720
(Continued)
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16.

For the Year Ended December 31

2016 2015
Net profit for the year $ 367,485 $ 254,840
Other comprehensive income 2,818 3,745
Total comprehensive income for the year $ 370,303 $ 258,585
Dividends received from Forms Syntron Information (Shenzhen)
Limited $ 13,075 $ 61,557
(Concluded)

b. Aggregate information of associates that are not individually rakter

For the Year Ended December 31

2016 2015
The Group’s share of:
Net profit for the year $ 18,342 $ 4,621
Other comprehensive loss (13,365) (20,755)
Total comprehensive income (loss) for the year $ 4,977 $ (16,134)

Except for AFE Solutions Limited, Bisnews International Limjt&-Customer Capital Limited, Systex
Infopro Co., Ltd. and Yankey Inc., for the year ended December 31, 2016, andogi@u€apital Limited
and Systex Infopro Co., Ltd., for the year ended in December 31, 201%miews accounted for by the
equity method and the share of profit or loss and other compreh@msmee were calculated based on the
financial statements that have been audited. Managementdselfe financial statements that have not
been audited would not have material impact on the investments tinedequity method or the share of
profit or loss and other comprehensive income in the consolidated finant2atestds.

In addition, the Group planned to dispose all the interests of S6ktions Limited and Bisnews
International Limited in 2017. Therefore, the Group reclassified thgitg amounts of these investment,
amounting to $81,149 and $15,397, respectively, to non-current asset held for satder 2@16.

PROPERTY, PLANT AND EQUIPMENT

Computer Transportation Lease Leasehold Other
Land Buildings Equipment Equipment Equipment Improvements Equipment Total

Cost

Balance at January 1, 2015  $ 974,501 $ 1,565,128 $ 270,165 $ 12,928 $ 96,281 $ 50,924 $ 98,522 $ 3,068,449

Additions - - 52,715 - 26,817 16,118 16,298 111,948
Disposals (139,129) (27,429) (49,980) (136) (53,341) (11,345) (8,737) (290,097)
Reclassification - - (3,923) - 17,354 (642) (4,307) 8,482
Effect of foreign currency

exchange differences - (7.143) 3 (70) (28) (109) (1,187) (8.534)
Balance at December 31,

2015 $ 835372 $ 1,530,556 $ 268,980 $ 12,722 $ 87,083 $ 54,946 $ 100,589 $ 2,890,248
Accumulated depreciation

and impairment
Balance at January 1, 2015  $ 14,853 $ 471,929 $ 163,651 $ 9,281 $ 44,744 $ 28,299 $ 57,572 $ 790,329
Depreciation expenses - 24,956 56,870 2,030 37,611 13,831 11,999 147,297
Disposals - (14,532) (41,849) (136) (53,320) (10,518) (8,219) (128,574)
Reclassification - - (2,700) - 47) (642) (2,936) (6,325)
Effect of foreign currency

exchange differences - (1.041) 17 (47) (7) (58) (840) (1.976)
Balance at December 31,

2015 $ 14,853 $ 481,312 $ 175,989 $ 11,128 $ 28,981 $ 30,912 $ 57,576 $ 800,751
Carrying amounts at

December 31, 2015 $ 820,519 $ 1,049,244 $ 92,991 $ 1,594 $ 58,102 $ 24,034 $ 43,013 $ 2,089,497

(Continued)
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17.

Computer Transportation Lease Leasehold Other
Land Buildings Equipment Equipment Equipment Improvements Equipment Total

Cost
Balance at January 1, 2016 $ 835,372 $ 1,530,556 $ 268,980 $ 12,722 $ 87,083 $ 54,946 $ 100,589 $ 2,890,248
Additions - - 59,901 10,169 13,480 5,330 4,568 93,448
Disposals (4,304) (28,749) (128,757) (9,220) (13,901) (16,833) (14,457) (216,221)
Reclassification - - (3,181) - (67) - - (3,248)
Effect of foreign currency

exchange differences (24,702) (2,391) (243) (399) (637) (4,084) (32,456)
Balance at December 31,

2016 $ 831,068 $ 1,477,105 $ 94,552 $ 13,428 $ 86,196 $ 42,806 $ 86,616 $ 2,731,771
Accumulated depreciation

and impairment
Balance at January 1, 2016  $ 14,853 $ 481,312 $ 175,989 $ 11,128 $ 28,981 $ 30,912 $ 57,576 $ 800,751
Depreciation expenses - 23,052 53,653 1,211 29,795 10,043 13,161 130,915
Disposals (16,260) (127,872) (9,220) (13,901) (16,833) (13,900) (197,986)
Reclassification - (2,152) - (54) - - (2,206)
Effect of foreign currency

exchange differences (4,180) (1,568) (202) (145) (481) (2.800) (9.376)
Balance at December 31,

2016 $ 14,853 $ 483,924 $ 98,050 $ 2,917 $ 44,676 $ 23,641 $ 54,037 $ 722,098
Carrying amounts at

December 31, 2016 $ 816,215 $ 993181 $ 96,502 $ 10,511 $ 41,520 $ 19,165 $ 32,579 $ 2,009,673

(Concluded)

The above items of property, plant and equipment are depreciatesti@ight-line basis over the estimated
useful lives as follows:

Building

Computer equipment and other equipment

Transportation equipment

Lease equipment

Leasehold improvements

19-60 years
3-7 years
5-6 years
2-5 years

2-5 years or the period of lease, if shorter

Property, plant and equipment pledged as collateral for bank borrowings ane iselNote 27.

SHORT-TERM LOANS

Bank Loans

Unsecured loans
Secured loans

Annual interest rate
Unsecured loans
Secured loans

December 31

2016
$ 576,000
470,022

$ 1,046,022

1.24%-2.37%
1.43%-4.57%

2015
$ 388,000
201,821

$ 589,821

1.44%-2.37%
1.65%-4.79%

Refer to Note 27 for the carrying amounts of property, plant andpmeut - buildings and the
Corporation’s shares provided as collaterals for the above secured &ask lo
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18. RETIREMENT BENEFIT PLANS
a. Defined contribution plans

The Corporation and its domestic subsidiaries adopted a pensiomnplanthe Labor Pension Act (the
“LPA"), which is a state-managed defined contribution plabinder the LPA, an entity makes
monthly contributions to employees’ individual pension accounts at 6% of monthiesaad wages.

The employees of Systex Info, RTIHK, Systek, Ucom Shanghai, Sgs8la&nglong, RTGI, Systex
China, Systex Ucom and Sysware Singapore are members ofmstadgied retirement benefit plans
operated by the governments of their respective jurisdictionbe dubsidiaries are required to
contribute specific percentages of payroll costs to theenaéint benefit schemes to funds the benefits.
The only obligation of the Group with respect to the retirenbemefit plan is to make the specified
contributions.

b. Defined benefit plans

The defined benefit plan adopted by the Corporation and severat alomhestic subsidiaries in
accordance with the Labor Standards Law is operated by therngoent. Pension benefits are
calculated on the basis of the length of service and avenagthly salaries of the six months before
retirement. These entities contribute amounts equal to 2%tadfrhonthly salaries and wages to a
pension fund administered by the pension fund monitoring committe@sioRecontributions are
deposited in the Bank of Taiwan in the committee’s name. Béfierend of each year, the Group
assesses the balance in the pension fund. If the amount of the balance initmefpeciss inadequate
to pay retirement benefits for employees who conform toeragnt requirements in the next year, the
Group is required to fund the difference in one appropriation that sheuitdade before the end of
March of the next year. The pension fund is managed by the Burdaabof Funds, Ministry of
Labor (“the Bureau”); the Group has no right to influence the investmegy@uid strategy.

The amounts included in the consolidated balance sheets in relsiiecGooup’s defined benefit plans
were as follows:

December 31

2016 2015
Present value of defined benefit obligation $ 510,678 $ 492,267
Fair value of plan assets (264,299) (253,194)
Net defined benefit liability $ 246,379 $ 239,073

As of December 31, 2015, the net defined benefit liability of $239,03&8mal was defined liabilities
of $240,113 thousand, net of defined benefit asset of $1,040 thousand (includeer inocotturrent
assets).
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Movements in net defined benefit liability were as follows:

Present Value
of the Defined Net Defined
Benefit Fair Value of Benefit
Obligation the Plan Assets Liability

Balance at January 1, 2015 $ 421,620 $ (239,484) $ 182,136
Service cost
Current service cost 2,459 - 2,459
Net interest expense (income) 9,171 (5,198) 3,973
Recognized in profit or loss 11,630 (5,198) 6,432
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (757) (757)
Actuarial loss - changes in demographic
assumptions 229 - 229
Actuarial loss - changes in financial
assumptions 44,032 - 44,032
Actuarial loss - experience adjustments 18,485 - 18,485
Recognized in other comprehensive income 62,746 (757) 61,989
Contributions from the employer - (11,484) (11,484)
Benefits paid (3,729) 3,729 -
Balance at December 31, 2015 492,267 (253,194) 239,073
Service cost
Current service cost 2,667 - 2,667
Net interest expense (income) 7,397 (3,947) 3.450
Recognized in profit or loss 10,064 (3,947) 6,117
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - 2,211 2,211
Actuarial loss - changes in demographic
assumptions 4,851 - 4,851
Actuarial loss - changes in financial
assumptions 15,459 - 15,459
Actuarial loss - experience adjustments (7,137) - (7,137)
Recognized in other comprehensive income 13,173 2,211 15,384
Contributions from the employer - (14,220) (14,220)
Benefits paid (4,826) 4,826 -
Plan assets refund - 25 25
Balance at December 31, 2016 $ 510,678 $ (264,299) $ 246,379

Through the defined benefit plans under the Labor Standards the Group is exposed to the
following risks:

1) Investment risk: The plan assets are invested in dimnaast foreign equity and debt securities,
bank deposits, etc. The investment is conducted at the discretithre @ureau or under the
mandated management. However, in accordance with relevant regjldimneturn generated by
plan assets should not be below the interest rate for a 2-year timé degho®cal banks.

2) Interest risk: A decrease in the government and corporate ibtamndst rate will increase the

present value of the defined benefit obligation; however, tHisowipartially offset by an increase
in the return on the plan’s debt investments.
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3) Salary risk: The present value of the defined benefigatatin is calculated by reference to the
future salaries of plan participants. As such, an increatbe igalary of the plan participants will
increase the present value of the defined benefit obligation.

The actuarial valuations of the present value of the defrekfit obligation were carried out by
qualified actuaries. The significant assumptions used fgpuhmoses of the actuarial valuations were

as follows:
December 31
2016 2015
Discount rates 1.38%-1.75% 1.50%-1.75%
Expected rates of salary increase 1.00%-2.50%  1.00%-2.50%

If possible reasonable change in each of the significanaiaat assumptions will occur and all other
assumptions will remain constant, the present value of theedelianefit obligation would increase
(decrease) as follows:

December 31

2016 2015
Discount rates
0.25%-0.5% increase $ (25,514) $ (29,786)
0.25%-0.5% decrease $ 27,514 $ 32,403
Expected rates of salary increase
0.25%-0.5% increase $ 26,794 $ 32,357
0.25%-0.5% decrease $ (25,079) $ (30,056)

The sensitivity analysis presented above may not be reprégemhathe actual change in the present
value of the defined benefit obligation as it is unlikely it change in assumptions would occur in
isolation of one another as some of the assumptions may be correlated.

December 31

2016 2015
The expected contributions to the plan for the next year $ 14,164 $ 11,972
The average duration of the defined benefit obligation 15 years 14 years

19. EQUITY
a. Share capital

December 31

2016 2015
Number of common shares authorized (in thousands) 400,000 400,000
Common shares authorized $ 4,000,000 $ 4,000,000
Number of common shares issued (in thousands) 269,393 268,773
Common shares issued $ 2,693,933 $ 2,687,733

In the year ended December 31, 2016, the shares increased due to exercised em{ayeteostoc

Fully paid common shares, which have a par value of $10, carryob@eg@er share and carry a right to
dividends.
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b. Stock-based compensation plan

For the Corporation to retain its qualitative professiof@lsts business and operations and deepen the
employees’ sense of belonging, the Corporation adopted stock ofdims (the “Plans”), which the
board of directors approved on March 19, 2010, to grant employees 10,00@fustitek options.
Each unit represented 1,000 common shares of the Corporation. Thdi€&eamd Futures Bureau
under the FSC approved the Plans on April 12, 2010, respectively.

The Corporation issued 6,800 units and 3,200 units, on February 17, 2011 sndOMao10,
respectively. The options were granted to qualified employette Corporation and its subsidiaries.
The options are valid for 5 years and exercisable at cgrtatentages after the second anniversary
from the grant date. The exercise price of the stock opt®requal to the closing price of the
Corporation’s common shares listed on the Taiwan Stock Exchange datéhef the grant. If the
number of the Corporation’s common shares changes after thengrahthe stock option, the exercise
price will be revised in accordance with the terms of the Plans.

Information on employee stock options in 2016 and 2015 was as follows:

2016 2015
Weighted- Weighted-
Number of average Number of average
Outstanding Exercise Outstanding Exercise
Employee Stock Option Options Price (NT$) Options Price (NT$)
Beginning outstanding balance 655 $ 29.90 2,382 $ 32.12
Options exercised (555) $ 29.90 (1,727) $ 31.86
Options forfeited (100) $ 29.90 - $ -
Ending outstanding balance - $ - 655 $ 29.90
Ending exercisable balance - 655

Options granted in 2011 and 2010 were priced using the Black-Schigieg pnodel and the inputs to
the model were as follows:

Issued on
February 17, Issued on

2011 May 10, 2010
Grant-date share price (NT$) $40.50 $42.70
Exercise price (NT$) $33.90 $34.00
Expected volatility 37.24%-37.76% 39.20%-39.45%
Expected life (years) 3.5-4 years 3.5-4 years
Expected dividend yield - -
Risk-free interest rate 1%-1.045% 0.69%-0.87%
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C.

Capital surplus

December 31

2016 2015

Maybe used to offset a deficit, distribute as cash dividends, or

transfer to share capital (1)
Issue of common shares $ 6,042,332 $ 6,702,955
Donations 544 544
May not be used for any purpose
Changes in percentage of ownership interest in subsidiaries (2) 8,576 -
Share of changes in associates accounted for by using equity

method 255,542 280,377
Treasury share transactions 1,323,493 1,207,036

Gain on sale of property and equipment 4,493 4,493
Employee stock options -

1,815

$ 7634980 $ 8,197,220

1) Such capital surplus may be used to offset a deficit; itiaeldwhen the Corporation has no
deficit, such capital surplus may be distributed as cash diwdendransferred to share capital
(limited to a certain percentage of the Corporation’s capital surptusrece a year).

2) Such capital surplus arises from the effect of charmgesviership interest in subsidiary resulted
from equity transactions other than actual disposal on acquisition, or from shamggital surplus
of subsidiaries accounted for by using the equity method.

Appropriation of earnings and dividend policy

In accordance with the amendments to the Company Act in May 201®cipents of dividends and
bonuses are limited to shareholders and do not include employeessharbbolders held their regular
meeting on June 17, 2016 and, in that meeting, had resolved amendmentSdmpaay’s Articles of
Incorporation (the “Articles”), particularly the amendment to thikcpamn dividend distribution and the
addition of the policy on distribution of employees’ compensation.

Under the dividend policy as set forth in the amended Artielasye the Corporation made profit in a
fiscal year, the profit shall be first utilized for payitaxes, offsetting losses of previous years, setting
aside as legal reserve 10% of the remaining profitingetiside or reversing a special reserve in
accordance with the laws and regulations, and then any remanuifiigtogether with any undistributed
retained earnings shall be used by the Corporation’s boardemtatis as the basis for proposing a
distribution plan, which should be resolved in the shareholderdingefer distribution of dividends
and bonus to shareholders. For the policies on distribution of emplogempensation and
remuneration of directors before and after amendment, ple&sdaadi. employee benefits expense in
Note 20.

Following its Articles of Incorporation and considering the ovezal/ironment, growth trends in the
industry, and the Corporation’s long-term financial planning and ongaiatg have steady progress,
the Corporation applies its residual dividends policy as follows:

1) Determine the appropriate capital budget.

2) Determine the funds needed for the capital budget.
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3) Determine the amount to be funded by unappropriated earnings ifthéireg may be funded
through capital increase by cash or through issuance of bonds).

4) The remaining retained earnings, less an appropriate podiothhd operational needs, may be
distributed to shareholders.

The Corporation’s dividends may be distributed in cash or stockse diBtribution of profits shall be
made preferably by way of cash dividends. The distributiondcaldo be made by way of stock
dividends, which should not exceed 50% of the total distributetings in principle. In addition,
dividend policy depends on criteria such as the Corporation’s curmaht fiture investment
environment, cash requirements, domestic and international caopetipital budget, etc. Further,
the Corporation also takes into consideration shareholdeesegts, balances of dividends and its
long-term financial goals. Annually, the board of directorspares a proposal on earnings
appropriation for approval at the shareholders’ meeting.

Appropriation of earnings to legal reserve shall be made thetilegal reserve equals the Corporation’s
paid-in capital. Legal reserve may be used to offsetitlefilf the Corporation has no deficit and the
legal reserve has exceeded 25% of the Corporation’s pa@pital, the excess may be transferred to
capital or distributed in cash.

Under the local regulations, an amount equal to the net debit babhricgal other equity items
(including exchange differences on translating foreign operations arehliged gain (loss) on
available-for-sale financial assets) shall be appropriatesl special reserve. The special reserve may
be reversed to the extent of the decrease in the net debit balance.

If the Corporation’s shares are held by its subsidiaritisea¢nd of the year and the market value of the
shares held are lower than their carrying amounts, the Corporatald stppropriate a special reserve
equal to the difference between the carrying amounts and nvatlket multiplied by its percentages of
ownership in the subsidiaries. The special reserve cagvBesed in proportion to the percentages of
ownership in the subsidiaries when the market value of the sharesattrea

Except for non-ROC resident shareholders, all shareholdelisingcthe dividends are allowed a tax
credit equal to their proportionate share of the income tax paid by the Carporati

The appropriations of earnings for 2015 and 2014 had been approved in the shareholders’ meéetings
on June 17, 2016 and June 17, 2015, respectively, were as follows:

Dividends Per Share

Appropriation of Earnings (NT$)
For the Year Ended For the Year Ended
December 31 December 31
2015 2014 2015 2014
Legal reserve $ 56,428 $ 74,471 $ - $ -
Reversal of special reserve - (114,116) - -
Cash dividends 673,483 401,087 2.5 15

729,911 $ 361,442 $ 25 $ 15

The shareholders resolved the distribution in cash of theatagitplus arising from issuance of
common shares in the shareholders’ meeting held on June 17, 2016 ant7,J@015, respectively.
The distribution amounted to $673,483 thousand (at NT$2.5 per share) and $aB5B85nd (at

NT$3.5 per share), respectively.
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The appropriations of earnings for 2016 had been proposed by the Corperatiard of directors on
March 23, 2017. The appropriations and dividends per share were as follows:

Appropriation Dividends Per
of Earnings Share (NT$)

Legal reserve $ 110,827 $ -
Special reserve 64,494 -
Cash dividends 942,877 35

In addition, the board of directors proposed in the same meetirdisthibution in cash of the capital
surplus arising from issuance of common shares, amounting to $404,090 thousand at NEShieper

The appropriations of 2016 earnings and distribution of capital sukpilisbe resolved by the
shareholders in their meeting scheduled for June 2017.

Information about the appropriations of earnings and distributioapmfat surplus are available on the
Market Observation Post System website of the Taiwan Stock Exchange.

Others equity items
1) Exchange differences on translating foreign operations

For the Year Ended December 31

2016 2015
Balance at January 1 $ 127,939 $ 86,276
Exchange differences arising on translating the net asset of
foreign operations (129,765) 132,941
Share of exchange difference of associates accounted for
using the equity method (81,460) (91,278)
Balance at December 31 $ (83,286) $ 127,939

2) Unrealized gain (loss) on available-for-sale financial assets

For the Year Ended December 31

2016 2015

Balance at January 1 $ 8,841 $ 11,561
Unrealized loss arising on revaluation of available-for-sale

financial assets (22,278) (2,720)
Cumulative loss reclassified to profit or loss on impairment

of available-for-sale financial assets 32,219 -
Share of unrealized gain on revaluation of available-for-sale

financial assets of associates accounted for using the

equity method 10 -
Balance at December 31 $ 18,792 $ 8,841
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f.

Treasury share

Number of Increase Decrease =~ Number of
Shares at During the During the Shares at
Purpose of Treasury Share January 1 Year Year December 31
2016
Reclassification of the Corporation’s
shares held by subsidiaries from
equity-method investments into
treasury share 22,687 723 - 23,410
2015
Reclassification of the Corporation’s
shares held by subsidiaries from
equity-method investments into
treasury share 22,475 882 670 22,687

The Corporation’s shares held by, subsidiaries at end of reporting peniedhs/follows:

December 31

2016 2015

Hanmore

Share (in thousand) 21,317 19,839
Investments cost $ 866,326 $ 845,158
Market value $ 1,238,499 $ 1,053,434
Ching Pu

Share (in thousand) 12,982 12,982
Investments cost $ 358,416 $ 390,870
Market value $ 754224 $ 689316

For the Corporation’s shares held by Hanmore, the investmeratc$3.9% (the ownership percentage
owned by the Corporation) was transferred from investment accbfmteusing equity method to
treasury shares, amounting to $515,618 (10,428 thousand shares) and $479,487 (%308 tihares)
as of December 31, 2016 and 2015, respectively. The remainingreeasd as recoveries from
Hanmore’s non-controlling interests, accounted for deduction to nomtmg interests in balance
sheets.

In the year ended December 31, 2015, Hanmore sold 1,370 thousand shares gfdtei@us shares,
at the price of $110,450 thousand.

The Corporation’s shares held by its subsidiaries are recordeelagsry shares, with the subsidiaries
having the same rights as other common shareholders on thess,sexcept that the subsidiaries
which are owned by the parent company for over 50% will not Heeveght to participate in any share
issuance for cash or to vote.
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g. Non-controlling interests

For the Year Ended December 31

2016 2015

Balance at January 1 $ 56,026 $ 78,224
Attributable to non-controlling interests:

Share of loss for the year (17,940) (947)

Exchange difference arising on translation of foreign entities - 604

Unrealized gains on available-for-sale financial asset 487 -

Remeasurement on defined benefit plans (772) (135)
Cash dividends received from subsidiaries (39,317) (74,819)
Non-controlling interests arising from cash dividends receive

subsidiaries (Hanmore) from the Corporation 53,823 45,850
No-controlling interests arising from subscription of capital

increase in Etu 25,000 -
Change in subsidiaries ownership (8,576) -
Disposal of the Corporation’s shares by Hanmore regarding as

treasury share transaction - 56,417
Acquisition of the Corporation’s shares by Hanmore regarding as

treasury share transaction (37,728) (49,168)
Balance at December 31 $ 31,003 $ 56,026

20. NET PROFIT
a. Depreciation and amortization

For the Year Ended December 31

2016 2015
Property, plant and equipment $ 130,915 $ 147,297
Intangible assets 61,760 51,639

$ 192,675 $ 198,936

An analysis of depreciation by function

Operating costs $ 47,623 $ 59,457
Operating expenses 83,292 87,840

$ 130915  $ 147,297

An analysis of amortization by function

Operating costs $ 3,017 $ 3,667
Operating expenses 58,743 47,972

$ 61,760 $ 51,639
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b. Employee benefits expenses (accounted for operating expenses)
1) Employees’ compensation and remuneration of directors for 2016 and 2015.

For the Year Ended December 31

2016 2015
Post-employment benefits
Defined contribution plans $ 127,295 $ 133,662
Defined benefits plans (Note 18) 6,117 6,432
133,412 140,094
Termination benefits 10,188 8,488
Payroll and other employee benefits 2,875,750 2,728,579

$ 3,019,350 $ 2,877,161
As of December 31, 2016 and 2015, the Group has 2,909 and 2,922 employees, respectively.

Articles of Incorporation of the Corporation approved by tharesholders in their meeting on June
2016, the Corporation accrued employees’ compensation and remuneratidirectbrs and
supervisors at the rates no less than 0.1% and no higherdhaespectively, of net profit before
income tax, employees’ compensation, and remuneration of directors. eifipboyees’
compensation and remuneration of directors for the years ended Decgéimli2016 and 2015
which have been approved by the Corporation’s board of directors arh Mar 2017 and March
22, 2016, respectively, were as follows:

Amount
For the Year Ended December 31
2016 2015
Accrual Rate Cash Accrual Rate Cash
Employees’ compensation 0.1% $ 1,102 0.1% $ 644
Remuneration of directors 2.0% 22,035 2.0% 12,882

If there is a change in the proposed amounts after the annual datesblinancial statements were
authorized for issue, the differences are recorded as a change intiagcestimate.

There was no difference between the actual amounts of emplopegsensation and remuneration
of directors and supervisors paid and the amounts recognizeleircansolidated financial
statements for the year ended December 31, 2015.

Information on the employees’ compensation and remuneration of d&easolved by the

Corporation’s board of directors in 2017 and 2016 is available aM#rket Observation Post
System website of the Taiwan Stock Exchange.
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C.

2) Bonus to employees and remuneration of directors for 2014

The bonuses to employees and remuneration to directors and sugeiaisz014 which has been
approved in the shareholders’ meetings on June 17, 2015, respectively, fooavas

For the Year
Ended
December 31,
2014
Cash

Bonus to employees $ 670
Remuneration of directors 13,405

There was no difference between the amounts of the bonus to eewplagd the remuneration to
directors approved in the shareholders’ meetings on June 17, @@tBeaamounts recognized in
the consolidated financial statements for the year ended Decemb6d31, 2

Information on the employees’ compensation and remuneration totodéreand supervisors
resolved by the Corporation’s board of directors are availabl the Market Observation Post

System website of the Taiwan Stock Exchange.

Gain (loss) on sale of investments, net

Financial asset at fair value through profit or loss
Available-for-sale financial assets

Financial assets measured at cost

Held to maturing financial assets

Investments accounted for using the equity method

Impairment losses on assets

Financial assets

Financial assets measured at cost
Available-for-sale financial assets

Investments accounted for using the equity method

Non-financial assets

Intangible assets
Goodwill
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For the Year Ended December 31

2016 2015
$ 57897 $ 16,258
- 58,351
1,263 84,513
(404) -
1,168,277 -

$ 1,227,033 $ 159,122

For the Year Ended December 31

2016 2015
$ 60,083 $ 54,943
32,219 -
81,749 -
174,051 $ 54,943
- 1,208
315,223 79,983
315,223 81,191

$ 489,274 $ 136,134



21.

For the year ended December 31, 2016, the Group performed impai@sénton investments
accounted for using the equity method and identified that theyimg amounts of Systemweb
Technology, Yankey Inc. and Investment Media Ltd. were higher tiingir recoverable amounts, and
recognized impairment losses of $35,522 thousand, $12,233 thousand and $33,994 thousan
respectively.

For the year ended December 31, 2016, the Group evaluated the reeoaerabhts of goodwills and
recognized impairment loss of $67,481 thousand, $18,445 thousand, $47,441 thousand, $14,05
thousand and 167,803 thousand on goodwills of the Corporation, RTGI, Syspower,aB8 M8xsys,
respectively, because their operating performance did not acttievGroup’s expectation. For the
year ended December 31, 2015, the Group evaluated the recovanatlmts of goodwills and
recognized impairment loss of $79,983 thousand on goodwill of RTGI bettaeuset profit of RTGI

was less than the Group’s expectation.

INCOME TAXES

a.

Income tax recognized in profit or loss
The major components of tax expenses were as follows:

For the Year Ended December 31

2016 2015
Current tax
In respect of the current year $ 59,903 $ 108,703
Income tax expense of unappropriated earnings 16 27,070
Land value increment tax 720 8,348
Enterprise Income Tax on securities 133,010 -
In respect of prior periods (9,362) (1,233)
184,287 142,888
Deferred tax
In respected of the current year (28,755) (996)
Income tax expense recognized in profit or loss $ 155,532 $ 141,892

A reconciliation of accounting profit and income tax expenses is as follows

For the Year Ended December 31

2016 2015

Profit before tax $ 1,245,860 $ 705,219
Income tax expense calculated at the statutory rate (17%) $ 211,796 $ 119,887
Nondeductible expenses in determining taxable income 45,762 2,113
Tax-exempt income (235,148) (72,084)
Additional income tax on unappropriated earnings 16 27,070
Unrecognized temporary differences 2,086 33,295
Unrealized investment tax credits (26,247) (3,753)
Unrecognized loss carryforwards 17,432 7,688
Effect of different tax rate of group entities operating in other

jurisdictions 15,467 20,561

(Continued)
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For the Year Ended December 31

2016 2015
Adjustments for prior years’ tax $ (9,362) % (1,233)
Land value increment tax 720 8,348
Enterprise Income Tax on securities 133,010 -
Income tax expense recognized in profit or loss $ 155,532 $ 141,892
(Concluded)

For the year ended December 31, 2016, the land value incremém2@ thousand was incurred from
the disposal land and building of the Corporation in June 2016. For theryded December 31,
2015, the land value increment taxes $8,241 thousand and $107 thousandcwessl ifrom the
disposal land and building of the Corporation and Syspower @oeiber and January 2015,
respectively.

Systex Solution (HK) Limited sold investments accounted for usimgity method in August and
September 2016 and incurred Enterprise Income Tax of $133,010 thousamfingctmothe related tax
laws in its jurisdiction.

The applicable tax rate used above is the corporate taxfrA®® payable by the group entities in
ROC, while the applicable tax rate used by subsidiarieshinaCis 25%. Tax rates used by other
group entities operating in other jurisdictions are based on the tax laws ijuiiedietions.

As the status of 2017 appropriations of earnings is uncertainptéstial income tax consequences of
2016 unappropriated earnings are not reliably determinable.

Income tax recognized in other comprehensive income

For the Year Ended December 31

2016 2015
Deferred tax
Remeasurement on defined benefit plan $ 437 $ 874

Current tax assets and liabilities

December 31

2016 2015
Current tax assets (included in other receivables)
Tax refund receivable $ 17,385 $ 82
Current tax liabilities
Income tax payable $ 158,286 $ 83,974
In respect of prior years 10,153 15,897

$ 168,439 $ 99871

As of December 31, 2016 and 2015, income tax payables were net of pregagggragating $34,633
thousand and $52,147 thousand, respectively.
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d. The movements of deferred tax assets and liabilities

For the year ended December 31, 2016

Recognized in

Other Com-
Opening Recognized in  prehensive Closing
Balance Profit or Loss Income Balance
Deferred tax assets
Temporary differences
Unrealized cost of projects $ 19,901 $ (19,705) $ - $ 196
Allowance for loss on
inventories 15,648 4,883 - 20,531
Deferred revenue 2,255 (1,483) - 772
Payable for annual leave 2,688 3,280 - 5,968
Defined benefit obligation 2,090 490 437 3,017
Others 3,000 1,931 - 4,931
45,582 (10,604) 437 35,415
Loss carry forwards - 1,287 - 1,287
Investment credits 3,753 26,247 - 30,000

$ 49,335 $ 16,930 $ 437 $ 66,702

Deferred tax liabilities

Temporary differences

Goodwill $ 11,472 $(11,472) $ - $ -
Exchange differences on

foreign operations 4,969 - - 4,969
Others 1,278 (353) - 925

$ 17,719 $ (11,825) $ - $ 5,894

For the year ended December 31, 2015

Recognized in

Other Com-
Opening Recognized in  prehensive Closing
Balance Profit or Loss Income Balance
Deferred tax assets
Temporary differences
Unrealized cost of projects $ 19,904 $ 3) $ - $ 19,901
Allowance for loss on
inventories 18,309 (2,661) - 15,648
Deferred revenue 1,518 737 - 2,255
Payable for annual leave 3,199 (511) - 2,688
Defined benefit obligation 871 345 874 2,090
Others 3,378 (378) - 3,000
47,179 (2,471) 874 45,582
Investment credits - 3,753 - 3,753

47,179 $ 1,282 $ 874 $ 49,335

(Continued)
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Recognized in

Other Com-
Opening Recognized in  prehensive Closing
Balance Profit or Loss Income Balance
Deferred tax liabilities
Temporary differences
Goodwill $ 11,472 $ - $ - $ 11,472
Exchange differences on
foreign operations 4,969 - - 4,969
Others 992 286 - 1,278
$ 17,433 $ 286 $ - $ 17,719
(Concluded)

e. Unused loss carryforwards and unused investment creditghfon no deferred tax assets have been
recognized in the consolidated balance sheets

December 31

2016 2015
Loss carryforwards
Expiry in 2016 $ - $ 158,067
Expiry in 2017 145,132 145,686
Expiry in 2018 54,678 56,403
Expiry in 2019 122,513 123,335
Expiry in 2020 19,687 19,687
Expiry in 2021 4,316 4,316
Expiry in 2022 78,990 78,990
Expiry in 2023 14,698 14,698
Expiry in 2024 9,989 12,729
Expiry in 2025 85,255 23,604
Expiry in 2026 102,548 -
$ 637,806 $ 637,515
Investment credits
Equity investment $ 1,980 $ 1,980

f. Information about unused investment credits and unused loss carryforward

As of December 31, 2016, investment tax credits comprised of:

Remaining
Creditable Expiry
Laws and Statutes Tax Credit Source Amount Year

Act for promotion of private participation in Investment in private $ 31,980 2020

infrastructure project
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Loss carryforwards as of December 31, 2016 comprised of:

Expiry Year Total Credit
2017 $ 145,132
2018 54,678
2019 122,513
2020 19,687
2021 4,316
2022 78,990
2023 14,698
2024 9,989
2025 85,255
2026 110,117

$ 645,375

g. Integrated income tax

December 31

2016 2015
Imputation credits accounts $ 364,380 $ 355,767
For the Year Ended December 31
2016 (Estimate) 2015
Creditable ratio for distribution of earnings 10.09% 13.90%

h. Income tax assessments
Income tax returns through 2015 of Etu and income tax returns through 2014 and undistributgd earn
through 2013 of the Corporation, Taifon, Syspower, Nexsys, CSMC, GhingHanmore, TEDP,
SSSC, GBC, Medincom and Soft mobile have been assessed by the tax authorities.

SCGI and KIMO are exempt from income tax under their local governmenttiegala

22. EARNINGS PER SHARE

The earnings and weighted average number of common sharesndimg in the computation of earnings
per share were as follows:

For the Year Ended December 31
2016 2015

Net income for the year

Net income for the year attributable to owners of the Corporation $ 1,108,268 $ 564,274
(Continued)
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For the Year Ended December 31

2016 2015

Number of shares (thousand)
Weighted average number of common shares in the computation of

basic earnings per share 246,074 246,073
Effect of potentially dilutive common shares:

Employee stock option - 428

Employees’ compensation or bonus issue to employees 19 12
Weighted average number of common shares in the computation of

diluted earnings per share 246,093 246,513
Earnings per share (NT$)
Basic earnings per share $4.50 $2.29
Dilutive earnings per share $4.50 $2.29

(Concluded)

If the Corporation can settle bonus to employees in cash or skia@e€orporation assumes the entire
amount of the bonus would be settled in shares and the resptitegtial shares are included in the
weighted average number of shares outstanding used in the computalilotedfearnings per share, if the

effect is dilutive. Such dilutive effect of the potentibases is included in the computation of diluted
earnings per share until the shareholders resolve the number of sharestioboeed to employees at their

meeting in the following year.

The pro forma net income and earnings per share, assuming ther&imn’s share held by subsidiaries
were treated as investment instead of treasury shares, werlas:fol

For the Year Ended December 31
2016 2015

Net income for the year

Net income for the year attributable to owners of the Corporation $ 1,166,497 $ 620,699

Number of shares (thousand)

Weighted average number of common shares in the computation of

pro forma earnings per shares 269,362 268,288
Effect of potentially dilutive common shares:

Employee stock option - 428

Employees’ compensation or bonus issue to employees 19 12

Weighted average number of common shares in the computation of
pro forma diluted earnings per shares 269,381 268,728

Earnings per share (NT$)

Basic earnings per shares $4.33 $2.31
Dilutive earning per share $4.33 $2.31
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23.

24.

EQUITY TRANSACTIONS WITH NON-CONTROLLING INTERE STS

On January 15, 2016 and December 6, 2016, the Group subscribed famatdiéw shares of Etu at a
percentage different from its existing ownership percentagecigg its interest from 100% to 75% and
increasing from 75% to 78.26%, respectively.

The above transactions were accounted for as equity ¢taorsa since the Group did not change the
influence on these subsidiaries.

Etu
Corporation
Cash consideration received $ 25,000
The proportionate share of the carrying amount of the net assets of tiskesybs
transferred to non-controlling interests (16,424)
Differences recognized from equity transaction $ 8,576
Line item adjusted for equity transaction
Capital surplus - changes in percentage of ownership interest iniatibsid $ 8,576

CAPITAL MANAGEMENT

The capital structure of the Group consists of debt and equitigeoGroup (comprising issued capital,
retained earnings and other equity).

Key management personnel of the Corporation review the capitiature on a periodic basis. As part of
this review, the Corporation considers the cost of capitattandsks associated with each class of capital.
In order to balance the overall capital structure, the Corporatay adjust the amount of dividends paid to
shareholders, the number of new shares issued or repurchased, amdotin¢ of new debt issued or
existing debt redeemed.

25. FINANCIAL INSTRUMENTS

a. Fair value of financial instruments that are not measured &afae
Except that fair value of financial assets measured at amdd not be reliably measured, the

management considers that the carrying amounts of financia$ asgefinancial liabilities recognized
in the consolidated financial statements approximate theirdhies.
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b. Fair value of financial instruments that are measured at fair @alagecurring basis

Fair value hierarchy

Level 1 Level 2 Level 3 Total
December 31, 2016
Financial assets at FVTPL
Non-derivative financial
assets held for trading $ 2,852,523 $ 27433  $ - $ 2,879,956
Available-for-sale financial
assets
Listed shares 11,047 - - 11,047
Corporation bond - 7,937 - 7,937
$ 2863570 $ 35370 $ - $ 2,898,940
December 31, 2015
Financial assets at FVTPL
Non-derivative financial
assets held for trading $ 3,704,655 $ 143,628 $ - $ 3,848,283
Available-for-sale financial
assets
Listed shares 40,607 - - 40,607

$ 3,745262 $ 143628 $ - $ 3,888,890
There were no transfers between Levels 1 and 2 in 2016 and 2015.

c. Categories of financial instruments

December 31

2016 2015
Financial assets
Fair value through profit or loss (FVTPL)

Held for trading (1) $ 2,879,956 $ 3,863,065
Held to maturity investments - 62,079
Loans and receivables (2) 8,952,148 7,143,924
Available-for-sale financial assets (3) 451,955 484,792
Financial liabilities
Amortized cost (4) 4,908,405 4,185,280

1) The balances included the carrying amount of fair value through prdoss held for trading
measured at cost.

2) The balances included loans and receivables measured azadodst, which comprise cash and
cash equivalents, debt instruments with no active market, netessable, accounts receivable,
refundable deposits, other receivables, lease receivablesent (included in other current assets),
long-term receivables, pledged time deposits - non-current (edlud other non-current assets)
and lease receivables - non-current (included in other non-currers)asset
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3) The balances included the carrying amount of available-for-sale ilhassets measured at cost.

4) The balances included financial liabilities measuredratréized cost, which comprise short-term
loans, notes and accounts payable, other payables and guarantee deposits(reckiged in other
non-current liabilities).

Financial risk management objectives and policies

The Group’s main target of financial risk management is toage the market risk related to operating
activity (including foreign currency risk, interest ratekrend other price risk) and other price risk,
credit risk and liquidity risk. To reduce the potential angticental influence of the fluctuations in
market on the Group’s financial performance, the Group endeavimsntiify, estimate and hedge the
uncertainties of the market.

The Group’s significant financial activity is reviewed aqmproved by the board of directors and audit
committee in compliance with related regulations and interoatrol policy, and the authority and
responsibility are delegated according to the operating procedures.

1) Market risk
a) Foreign currency risk

The Group has foreign currency sales, purchases and borrowing$ wbie exposed to
foreign currency risk. The Group has designated a departmenbrndgomexchange rate
fluctuations in timely manner and change foreign currency positioartwol and mitigate such
risks as soon as possible.

The sensitivity analysis focused on outstanding foreign currdanpminated monetary assets
and monetary liabilities (mainly USD and RMB) at the enthefreporting period. A positive
number below indicates a decrease/increase in pre-tax lossadsd with New Taiwan dollars
strengthening/weakening 5% against the relevant currency.

For the Year Ended December 31

2016 2015
USD
Increase/decrease $ 19,393 $ 11,832
RMB
Increase/decrease 62,430 16,946

b) Interest rate risk

The carrying amounts of the Group’s financial assets and falaiadbilities with exposure to
interest rates at the end of the reporting period were as follows.

December 31

2016 2015
Fair value interest rate risk
Financial assets $ 1,586,875 $ 1,145,876
Financial liabilities 1,046,022 589,821
Cash flow interest rate risk
Financial assets 3,308,373 1,675,245
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2)

3)

The Group acquired better interest rate through long-term cooperatiobawiks; therefore, the
effect of interest rate fluctuations is immaterial.

The sensitivity analyses below were determined based on fihaassats and financial
liabilities with floating interest rates at the end of reipor period. If interest rates had been
10 basis points (0.1%) higher/lower, the Group’s pre-tax net incéfiext @ould have been as
follows:

For the Year Ended December 31
2016 2015

Increase/decrease $ 3,308 $ 1,675
c) Other price risk

The Group was exposed to price risk through its investmentstéd khares, TDR, corporate
bonds and mutual funds. The Group has established a real-time aysterh for the price
risk, and management does not anticipate any material loss due tekthis ri

The sensitivity analyses of the above investment wererrdeted based on financial assets
which were measured at fair value at the end of reportingder If market prices had been
5% higher/lower, the effects on the Group’s pre-tax net income and ctheprehensive
income would have been as follows:

For the Year Ended December 31

2016 2015
Pre-tax net income
Increase/decrease $ 143,998 $ 192,414
Other comprehensive income
Increase/decrease 949 2,030
Credit risk

Credit risk represents the potential loss that would beriad by the Group if the counterparties
breached contracts. Generally, the maximum exposure to ciEdifor financial assets at the
balance sheet date are their carrying amounts.

The Group has delegated a department responsible for managinoiaceceivable, establishing
credit limits, credit approvals and other monitoring proceduresnsure the profitability of the
Group. The Group only transacts with creditworthy financial institutiomeduce credit risk.

Since the counterparties are creditworthy financial instituttsrsenterprises and the concentration
of credit risk is not significant, the credit risk is anticipatedaanbmaterial.

Liquidity risk
The Group has put in place inventory management system, progefiturecollections and
payments, and develops cash flow forecast to ensure the §ooidiperating capital. In addition,

the Group invests idle funds in short-term market under camsiole of liquidity, security and
profitability. The Group also maintains banking facilities to ensurdédbglity of cash.
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The table below summarizes the maturity profile of the Geodipancial liabilities based on
contractual terms.

December 31, 2016

Less than
1 Year 1-5 Years 5+ Years Total
Non-derivative financial liabilities
Short-term bank loans $ 1,046,022 $ - $ - $ 1,046,022
December 31, 2015
Less than
1 Year 1-5 Years 5+ Years Total
Non-derivative financial liabilities
Short-term bank loans $ 589,821 $ - $ - $ 589,821

The Group has sufficient working capital to meet the cash needbdir operations. Thus, no
material liquidity risk is anticipated.

In addition, the Group’s investments in mutual funds and listeceshare publicly-traded in an
active market and can readily be sold in the market atapproximate fair values. However, the

Group also invested in unlisted stocks, subordinate debenture bondsramsttible bonds with
significant liquidity risks because these assets do not have quotieet praces in an active market.

26. TRANSACTIONS WITH RELATED PARTIES
Balances, transactions, revenue and expense between the Corpowhitsrsabsidiaries, which are related
parties of the Corporation, have been eliminated on consolidatidnare not disclosed in this note.
Details of transactions between the Group and other related pagtidis@osed below.

a. Operating revenue

For the Year Ended December 31

Line Items Related Party Categories 2016 2015
Sales Associates $ 5,124 $ 1,972
Service revenue Associates $ 3,740 $ 6,835

b. Purchases of goods

For the Year Ended December 31

Related Party Categories 2016 2015
Associates $ 49,636 $ 170,024

c. Receivables from related parties

December 31

Line Items Related Party Categories 2016 2015
Notes and accounts receivableAssociates $ 868 $ 3,665
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d. Payables to related parties

December 31

Line Items Related Party Categories 2016 2015
Accounts payable Associates $ 21,774 $ 56,112

The product/service sales and purchase transactions witbdrgdatties were conducted underpricing
terms similar to those for third parties, i.e., for purchagesales of similar products/services, except
those transactions on products/services with special spéoifisa Settlement terms for related-party
transactions were similar to those for third parties.

e. Other assets acquired

For the Year Ended December 31

Line Items Related Party Categories 2016 2015
Intangible assets Associates $ 5,827 $ -

f. Other transactions with related parties

For the Year Ended December 31

Line Items Related Party Categories 2016 2015
Service cost Associates $ 20,381 $ 19,429
Operating expenses Associates $ 99 $ 105

g. Compensation of key management personnel

For the Year Ended December 31

2016 2015
Short-term employee benefits $ 113,537 $ 107,872
Post-employment benefits 3,404 3,605
Termination benefits - 1,303

$ 116,941 $ 112,780

The remuneration of directors and key executives was detafrhiypehe remuneration committee
having regard to the performance of individuals and market trends.
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27.

28.

PLEDGED ASSETS

The following assets were pledged as collateral for bank laamract guarantees, and import duty
guarantee:

December 31

2016 2015
Property, plant and equipment - buildings, net $ 117,189 $ 130,526
Pledged time deposits - current (included in other receivables) 160,085 199,942
Pledged time deposits - non-current (included in other non-current
assets) 43,448 61,341
The shares of the Corporation (Note) 581,000 531,000

$ 901,722 $ 922,809
Note: Hanmore pledged 10,000 thousand shares of the Corporation as wbBedd, 2016 and 2015,
and it was eliminated on consolidation.
SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGN IZED COMMITMENTS

Significant commitments and contingencies of the Group as oérger 31, 2016 and 2015 were as
follows:

a. Unused letters of credit of the Corporation in aggregate amoumtwéollows:

December 31

2016 2015
$ 749 $ 739

b. Outstanding sales contracts of the Group in the amount were as follows:

December 31
2016 2015

$ 8,446,499 $ 6,834,628

c. The Group provided endorsements for Systex Solutions Il, RYStel§ SSSC, Systex Info, Systex
Ucom, and Systex China up to $300,000 thousand, $48,375 thousand, $16,125 thousand, $1,000,0(
thousand, $258,000 thousand, $34,868 thousand and $923,940 thousand, respectively. TED
provided endorsement for Medincom up to $15,000 thousand. Ucom Shanghai providedreadb
for Systex China up to $116,225 thousand. Systek provided endorsementtéor Sha up to
$116,255 thousand.
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d. As of December 31, 2016, the Group had lease contracts foe qifemises, parking lots and
warehouse with rentals paid monthly or annually, expiring between2liieand August 2020, and
the refundable deposits for above lease contracts amounted to $23,7@8dh@usiuded in refundable
deposits). Future rentals are as follows:

Year Amount

2017 $ 84,251
2018 22,483
2019 9,539
2020 280

29. EXCHANGE RATE OF FINANCIAL ASSETS AND LIABILITI ES DENOMINATED IN
FOREIGN CURRENCIES

The significant financial assets and liabilities denominated ingioi@urrencies were as follows:

December 31, 2016

Foreign Exchange Carrying
Currencies Rate Amount
Financial assets
Monetary items
RMB $ 312,365 4.65 $ 1,452,185
uUsD 20,638 32.25 665,587
Non-monetary items
Financial assets at fair value through profit or loss
HKD 11,195 4.16 46,550
RMB 3,001 4.65 13,953
Investment accounted for using equity method
RMB 44,407 4.65 206,448
UsD 1,237 32.25 39,898
Financial liabilities
Monetary item
UsD 8,611 32.25 277,719
RMB 43,792 4.65 203,588
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30.

December 31, 2015

Foreign Exchange Carrying
Currencies Rate Amount
Financial assets
Monetary items
uUsD $ 17,500 32.83 $ 574,448
RMB 67,047 5.06 338,923
HKD 2,845 4.24 12,050
Non-monetary items
Financial assets at fair value through profit or loss
HKD 11,195 4.24 47,412
RMB 3,001 5.06 14,992
Investment accounted for using equity method
RMB 194,290 5.06 982,116
HKD 21,267 4.24 90,065
Financial liabilities
Monetary item
UsD 10,291 32.83 337,815

For the years ended December 31, 2016 and 2015, unrealized net fadignge losses were $47,775
thousand and $35,007 thousand, respectively. It is impractical tosdisold foreign exchange gains
(losses) by each significant foreign currency due to thetyaofethe foreign currency transactions and
functional currencies of the Group entities.

SEGMENT INFORMATION

Information reported to the chief operating decision maker Her pgurpose of resource allocation and
assessment of segment performance focuses on financial ititormaThe Group’s reportable segments
were as follows:

Financial business integration provides financial contents afwdmation services. Customer market
integration provides mobile payment, retail distribution, App developenahtO20 services. Ecological
Integration provides information systems integration servieeslical system development, government
land system development, financial business solutions, mobile pgytekecommunications information
platform and enterprises information services. Value-addedceeprovides agency of word-class
application software, tailored enterprise software purch@msgrams and in-depth industry solution,
comprehensive professional education training courses, digitgreing, book publishing and business
intelligence solution. China group provides similar services im&hi Investment department engages in
investment activities.
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Segment revenues and results

Financial Consumer Value-added Adjustment
Business Market Ecological Business Investment and
Integration Integration Integration Integration China Group Department Elimination Total
016

Sales to customers $ 1,203,667 $ 2,038,302 $ 3,409,520 $ 5,641,512 $ 3,917,379 $ - $ - $16,210,380
Sales to other segments 240,309 94,020 184,955 850,989 671,771 - (2.042,044) -
Total sales $ 1,443,976 $ 2.132.322 $ 3,594,475 $ 6,492,501 $ 4,589,150 $ - $ (2,042,044) $16,210,380
Segment income $ 289,105 $ 255,865 $ 39,073 $ 272,812 $ 12,001 $ 692,025 $ - $ 1,560,881
Corporate general expenses (315,021)
Income before income tax $ 1,245,860
Segment depreciation and

amortization expenses $ 35,281 $ 38,432 $ 25,748 $ 37,923 $ 27,732 $ - $ 165,116
Non-segment depreciation a

amortization expenses 27,559
Total depreciation and

amortization expenses $ 192,675
Segment assets $ 1,014,158 $ 961,699 $ 2,612,972 $ 3,511,197 $ 2,553,449 $ 7,083,259 $17,736,734
General assets 1,345,894
Total assets $19,082,628

015

Sales to customers $ 1,418,938 $ 1,950,919 $ 3,566,457 $ 5,600,048 $ 3,776,726 $ - $ - $16,313,088
Sales to other segments 231,512 95,260 159,452 869,673 845,317 - (2,201,214) -
Total sales $ 1,650,450 $ 2,046,179 $ 3,725,909 $ 6,469,721 $ 4,622,043 $ - $(2,201,214) $16,313,088
Segment income $ 293,252 $ 272,360 $ 79,635 $ 224,222 $ 32,663 $ 133,801 $ - $ 1,035,933
Corporate general expenses (330,714)
Income before income tax $ 705,219
Segment depreciation and

amortization expenses $ 36,678 $ 42,380 $ 34,650 $ 30,753 $ 23,265 $ - $ 167,726
Non-segment depreciation a

amortization expenses 31,210
Total depreciation and

amortization expenses $ 198,936
Segment assets $ 1,167,286 $ 834,126 $ 2,730,991 $ 2,992,632 $ 2,811,043 $ 7,233,441 $17,769,519
General assets 893,338
Total assets $18,662,857

Segment income represented the income before tax earned byegaobns without allocation of
central administration costs and directors’ salaries, reatanue, interest income, gain or loss on
disposal of property, plant and equipment, exchange gain oritdssest expense and income tax
expense.

Geographical information

The Group’s revenue from external customers by location of égesaand information about its
non-current assets by location of assets is detailed below.

Revenue from
External Customers

2016 2015
Domestic $ 12,296,668 $ 12,382,787
Asia 3,913,712 3,930,301

$ 16,210,380 $ 16,313,088
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Non-current Assets
December 31

2016 2015
Domestic $ 3,230,256 $ 3,257,047
Asia 485,374 1,571,781
102,928 241,381

Others

$ 3,818,558 $ 5,070,209

c. Major customers
No revenue from any individual customer exceeded 10% of the Grougl'®patrating revenue for the

years ended December 31, 2016 and 2015.
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TABLE 1

SYSTEX CORPORATION AND SUBSIDIARIES

THE RELATIONSHIP AND PERCENTAGE OF OWNERSHIP OF COM PANIES IN THE GROUP

DECEMBER 31, 2016

48.92%

Naturint Ltd.

Systex Solutions
Corporation

Systex Software &
Service Corporation

A4

Hanmore Investment
Corporation

4.5%

Golden Bridge

Corporation

42.41%

A 4

Syspower Corporation

37.16%

The Corporation

A

Ching Pu Investme

69.59%

—

Corporation

SoftMobile Technology
Corporation

Taiwan El

Processing Corporation

ectronic Data

78.26%

Taifon Computer Co., Ltd.

Etu Corporation

Nexsys Corporation

Corporation

Concord System Managemen

Kimo.com (BVI) Corporation

Systex Information (H.K.) Ltd.

A4

Medincom Technology
Corporation

Systex Ucom (Shanghai)
Information Ltd. Co.

A

Rainbow Tech Information
(HK) Limited

A 4

Systex Group (China) Ltd.

Systek Information (Shanghai W
Ltd.
»| Rainbow Tech (Guangzhou)
Ucom Information Ltd. Inc.
(Shanghai)
%
o
—

Sysware Shenglong Informati
Systems Co., Ltd.

A 4

Systex Capital Group, Inc.

Sysware Singapore Pte. Ltd.

Systex Solutions (HK) Limited

A4

Percentage of ownership is 100% unless noted on the chart.

Note:
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