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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
Winbond Electronics Corporation

We have audited the accompanying consolidated talaheets of Winbond Electronics Corporation and
subsidiaries (the “Company”) as of December 31,228f4d 2011, and the related consolidated statenoénts
income, changes in stockholders’ equity, and clstsffor the years then ended. These consolidatedcial
statements are the responsibility of the Compamgdaagement. Our responsibility is to express amapon
these financial statements based on our auditsrtai@dong-term investments were accounted for uride
equity method based on financial statements asidff@ar the year ended December 31, 2011 of thestaes,
which were audited by other auditors. Our opiniospfar as it relates to such investments, isdaskely on
the reports of other auditors. The investmentsuich investees amounted to zero as of Decembe2(031,
investment loss amounted to NT$1,341 thousanchfoyéar then ended.

We conducted our audits in accordance with the R@leverning the Audit of Financial Statements bytiGed
Public Accountants and auditing standards genewmatlyepted in the Republic of China. Those rule$ an
standards require that we plan and perform thetawdiobtain reasonable assurance about whether the
consolidated financial statements are free of rnatemisstatement. An audit includes examining,aotest
basis, evidence supporting the amounts and digelesn the consolidated financial statements. éditaalso
includes assessing the accounting principles usddsanificant estimates made by management, alsasel
evaluating the overall consolidated financial steat presentation. We believe that our audits igepa
reasonable basis for our opinion.

In our opinion, based on our audits and the repoitsther auditors, the consolidated financial estents
referred to above present fairly, in all materedpects, the consolidated financial position ofGbenpany as of
December 31, 2012 and 2011, and the consolidasedtseof their operations and their cash flowsthar years
then ended, in conformity with the Guidelines Gowmeg the Preparation of Financial Reports by Séegri
Issuers, and accounting principles generally aeckpt the Republic of China.

February 6, 2013

Notice to Readers

The accompanying consolidated financial statemargsntended only to present the financial positiesults
of operations and cash flows in accordance withoaicting principles and practices generally acceptethe
Republic of China and not those of any other juasons. The standards, procedures and practiceaudit
such consolidated financial statements are thosegdly accepted and applied in the Republic ofn@hi

For the convenience of readers, the auditors’ ré@ord the accompanying consolidated financial stegets
have been translated into English from the origi@ainese version prepared and used in the Repabl@hina.
If there is any conflict between the English varsamd the original Chinese version or any diffemc the
interpretation of the two versions, the Chineseglaage auditors’ report and consolidated financigtements
shall prevail. Also, as stated in Note 2 to thensmidated financial statements, the additional thate
disclosures that are not required under generalbcepted accounting principles were not translatetb i
English.



WINBOND ELECTRONICS CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

2012 2011 2012 2011
ASSETS Amount % Amount % LIABILITIES AND STOCKHOLDERS’ EQUITY Amount % Amount %
CURRENT ASSETS CURRENT LIABILITIES
Cash and cash equivalents (Notes 2 and 4) $ 5,814,928 10 $ 6,002,597 10 Short-term loans (Note 13) $ 2,716,474 5 $ 1,681,092 3
Financial assets at fair value through profit aslocurrent Short-term bills payable (Note 14) 499,376 1 199,763 -
(Notes 2 and 5) 28,721 - 3,676 - Notes payable 812,253 1 849,713 1
Available-for-sale financial assets, current (N&eand 8) 704,091 1 902,713 1 Accounts payable 3,421,866 6 3,211,805 5
Notes receivable, net (Notes 2 and 6) 327 - 534 - Payable on equipment 173,632 - 650,233 1
Accounts receivable, net (Notes 2 and 6) 4,608,920 8 4,113,894 7 Accrued expenses and other payables 2,187,998 4 2,151,012 4
Accounts receivable from related parties, net (Slétand 22) 46,073 - 50,639 - Current portion of long-term liabilities (Note 15) 4,483,330 8 7,158,327 12
Other financial assets, current 214,172 - 139,144 - Other current liabilities 78,085 - 68,865 -
Inventories (Notes 2 and 7) 8,108,677 15 7,272,562 12
Deferred income tax assets, current (Notes 2 ahd 20 222,356 1 281,638 - Total current liabilities 14,373,014 25 15,970,810 26
Other current assets 532,212 1 420,635 1
LONG-TERM LIABILITIES
Total current assets 20,280,477 36 19,188,032 31 Long-term debt (Note 15) 6,550,000 12 7,966,663 13
FUND AND INVESTMENTS OTHER LIABILITIES
Available-for-sale financial assets, noncurrentt@$® and 8) 64,530 - 353,997 1 Accrued pension liabilities (Notes 2 and 16) 417,477 1 368,676 1
Financial assets carried at cost, noncurrent (Nd&sd 9) 604,185 1 1,245,403 2 Reserve for product guarantee (Note 2) 119,902 - 94,271
Long-term equity investments at equity method (N@&end 10) 1,727,128 3 65,092 - Other liabilities - others 100,778 - 99,146 -
Total fund and investments 2,395,843 4 1,664,492 3 Total other liabilities 638,157 1 562,093 1
PROPERTY, PLANT AND EQUIPMENT (Notes 2 and 11) Total liabilities 21,561,171 38 24,499,566 40
Cost
Land 870,460 2 873,493 1 EQUITY ATTRIBUTABLE TO STOCKHOLDERS OF THE PARENT
Buildings 20,067,447 36 19,963,440 33 Common stock (Note 17) 36,856,012 66 36,802,302 60
Machinery and equipment 78,216,631 139 76,529,259 126 Capital surplus
Other equipment 2,888,473 5 2,822,391 5 Treasury stock transaction 1,971,862 4 1,971,862 3
Total cost 102,043,011 182 100,188,583 165 Adjustment on long-term equity investments undgrity method 27,868 - 23,913
Accumulated depreciation (73,119,244) (230) (65,165,653) (107) Stock option (Notes 2 and 18) 9,285 - 13,960 -
Construction in progress and prepayments on puecbiasquipment 97,347 - 126,609 - Others 190,111 - 222,784 1
Accumulated deficit (4,335,976) (8) (2,483,440) 4)
Property, plant and equipment, net 29,021,114 52 35,149,539 58 Other equity
Cumulative translation adjustments (Note 2) 268,081 - 359,900 -
INTANGIBLE ASSETS (Notes 2 and 12) 183,310 - 639,191 1 Unrealized loss on financial instruments (Note 2) (1,408,417) 2 (1,449,394) 2
Treasury stock (Notes 2 and 17) (106,387) - (106,387) -
OTHER ASSETS
Refundable deposits 148,981 - 160,149 - Equity attributable to stockholders of the parent 33,472,439 60 35,355,500 58
Deferred income tax assets, noncurrent (Notes 2and 3,996,998 7 3,992,639 7
Others 192,414 1 130,607 - MINORITY INTEREST 1,185,527 2 1,069,583 2
Total other assets 4,338,393 8 4,283,395 7 Total stockholders’ equity 34,657,966 62 36,425,083 60
TOTAL $ 56,219,137 100 $ 60,924,649 100 TOTAL $ 56,219,137 100 $ 60,924,649 100

The accompanying notes are an integral part ofdinsolidated financial statements.



WINBOND ELECTRONICS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Except Loss P&hare)

2012 2011
Amount % Amount %
NET SALES $ 32,965,283 100 $ 34,696,850 100
COST OF SALES (Note 7) 27,804,925 84 28,640,415 83
(UNREALIZED) REALIZED INTERCOMPANY
PROFIT (74) - 266 -
GROSS PROFIT 5,160,284 16 6,056,701 17
OPERATING EXPENSES
Selling expenses 1,001,627 3 968,768 3
General and administrative expenses 1,126,746 4 954,961 3
Research and development expenses 4,299,021 13 4,306,307 12
Total operating expenses 6,427,394 20 6,230,036 18
LOSS FROM OPERATIONS (1,267,110) 4) (173,335) (1)
NON-OPERATING INCOME AND GAINS
Interest income 43,825 - 39,942 -
Investment income recognized under equity method
(Note 10) 14,458 - 11,963 -
Investment income 47,133 - 84,119 -
Gain on disposal of property, plant and equipment
(Note 2) 21,184 - 7,690 -
Gain on disposal of investments - - 69,880 -
Foreign exchange gain (Note 2) - - 45,765 -
Reversal of allowance for doubtful accounts 67,586 - 8,872 -
Gain on valuation of financial instruments (Note 5) 103,647 1 - -
Others 36,793 - 88,583 1
Total non-operating income and gains 334,626 1 356,814 1
NON-OPERATING EXPENSES AND LOSSES
Interest expense 364,983 1 430,307 1
Other investment loss (Note 9) 25,030 - 86,902 -
Loss on disposal of property, plant and equipment
(Note 2) 3,629 - 2,960 -
Loss on disposal of investment 30,733 - - -
Foreign exchange loss (Note 2) 55,538 - - -
Loss on valuation of financial instruments (Note 5) - - 154,790 1
Others 27,674 - 35,125
Total non-operating expenses and losses 507,587 1 710,084 2
(Continued)



WINBOND ELECTRONICS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Except Loss P&hare)

2012 2011
Amount % Amount %

LOSS BEFORE INCOME TAX $ (1,440,071) 4 $ (526,605) (2
INCOME TAX EXPENSE (Notes 2 and 20) (175,037) (1) (152,363) -
NET LOSS $ (1,615,108) ) $ (678,968) (2)
ATTRIBUTED TO

Stockholders of the parent $ (1,852,536) 6) $ (843,291) (2)

Minority interest 237,428 1 164,323 -

$ (1,615108) _ (5) $  (678,968) _ (2)

2012 2011
After After
Before Income Tax Before Income Tax
Income Tax and Income Tax and
and Attributed to and Attributed to

Minority Stockholders  Minority Stockholders
Interest of the Parent Interest of the Parent

LOSS PER SHARE (Notes 2 and 21)
Basic loss per share $ (0.39) $ (0.50) $ (0.19) $ (0.23)

Proforma amount, assuming common shares held sidiabes were not treated as treasury stock:

2012 2011
After Income After Income
Before Tax and Before Tax and
Income Tax  Attributed to Income Tax  Attributed to
and Minority ~ Stockholders and Minority  Stockholders

Interest of the Parent Interest of the Parent
NET LOSS $(1,440,071) $(1,852,536) $ (526,605) $ (843,291)
BASIC LOSS PER SHARE $ (0.39) $ (0.50) $ (0.14) $ (0.23)
The accompanying notes are an integral part ofdinsolidated financial statements. (Concluded)



WINBOND ELECTRONICS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

BALANCE, JANUARY 1, 2011

Net loss for 2011

Changes in translation adjustments

Changes in unrealized loss on financial instruments

Capital surplus from investee under equity method

Issuance of stock from exercising employee stotionp (Note 17)
Compensation cost of employee stock options (N8je 1
Changes in minority interests

BALANCE, DECEMBER 31, 2011

Net loss for 2012

Changes in translation adjustments

Changes in unrealized gain on financial instruments

Capital surplus from investee under equity method

Write-off stockholders' equity due to subsidiaryrgeal (Note 10)
Issuance of stock from exercising employee stotionp (Note 17)
Compensation cost of employee stock options (N8je 1
Changes in minority interests

BALANCE, DECEMBER 31, 2012

Capital Surplus

Adjustments on

Long-term
Equity
Investments
Treasury Stock under Equity
Common Stock Transaction Method
$ 36,693,502 $ 1,971,862 $ 23,912
- - 1
108,800 - -
36,802,302 1,971,862 23,913
- - 76
- - 3,879
53,710 - -
$ 36,856,012 $ 1,971,862 $ 27,868

The accompanying notes are an integral part ofdinsolidated financial statements.

Other Equity

Cumulative Unrealized Loss
Accumulated Translation on Financial
Stock Option Others Deficit Adjustments Instruments
$ 20,104 $ 288,066 $ (1,640,149) $ 242,163 $ (51,936)
- - (843,291) - -
- - - 117,737 -
- - - - (1,397,458)
(10,616) (65,282) - - -
4,472 - - - -
13,960 222,784 (2,483,440) 359,900 (1,449,394)
- - (1,852,536) - -
- - - (92,184) -
- - - - 110,462
R - - 365 (69,485)
(4,816) (32,673) - - -
141 - - - -
$ 9,285 $ 190,111 $ (4,335,976) $ 268,081 $ (1,408,417)

Treasury Stock

$ (106,387)

(106,387)

$  (106,387)

Minority
Interests Total

$ 1,125,537 $ 38,566,674
164,323 (678,968)

- 117,737
- (1,397,458)

- 1

- 32,902

- 4,472
(220,277) (220,277)
1,069,583 36,425,083
237,428 (1,615,108)

- (92,184)

- 110,462

- 76

- (65,241)

- 16,221

- 141
(121.,484) (121.,484)

$ 1,185,527 $ 34,657,966



WINBOND ELECTRONICS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash plexvby operating
activities
Depreciation
Amortization
Reversal of allowance for doubtful accounts
Loss on decline in market value and obsolescend@bandonment
of inventories
Loss (gain) on disposal of investments
Investment income recognized under equity method
Cash dividends from equity method investees
Impairment losses on financial assets carried st co
Net gain on disposal of property, plant and equipime
Compensation cost of employee stock options
Net changes in operating assets and liabilities
Financial assets at fair value through profit @slo
Notes receivable
Accounts receivable
Accounts receivable from related parties
Other financial assets, current
Inventories
Other current assets
Deferred income tax assets
Other assets
Notes payable
Accounts payable
Accrued expenses and other payables
Other current liabilities
Other liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment
Acquisition of investments under equity method
Acquisition of available-for-sale financial assets
Acquisition of financial assets carried at cost
Proceeds from disposal of investments accountebyf@quity method
Proceeds from disposal of available-for-sale fin@ressets
Proceeds from disposal of financial assets caaiembst
Proceeds from capital return of financial assetsazhat cost
Proceeds from disposal of property, plant and egeigt
Acquisition of intangible assets

Net cash used in investing activities

2012
$ (1,615,108)

8,651,002
573,864
(67,586)

158
30,733
(14,458)
6,566
25,030
(17,555)
198

(25,044)
207
(513,941)
4,566
(75,111)
(836,273)
(111,577)
54,923
7,224
(37,460)
210,061
28,423
9,220
66,300

6,354,362

(3,126,853)
(403,856)
(86,915)
(1,158)

315,037
16,552
8,617
48,145

(89,382)
(3,319,813)

2011
$ (678,968)

9,863,064
571,933
(8,872)

496,359
(69,880)
(11,963)

86,902
(4,730)
4,808

60,450
1,700
299,968
(11,594)
(31,605)
(1,394,921)
203,880
42,962
(13,769)
(287,726)
707,387
(268,280)
(51,856)
74,634

9,579,883

(6,102,573)
(748,232)

47,527
135,810
2,078
48,653
12,687

(81,809)

(6,685,859)
(Continued)



WINBOND ELECTRONICS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term loans
Increase in short-term bills payable
Proceeds from long-term debt
Repayment of long-term debt
Decrease in minority interest
Proceeds from exercise of employee stock options

Net cash used in financing activities
EFFECT OF EXCHANGE RATE CHANGES
EFFECT OF DISPOSAL SUBSIDIARIES
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid
Income tax paid

NONCASH INVESTING AND FINANCING ACTIVITIES
Current portion of long-term liabilities
Change in cumulative translation adjustments
Unrealized gain (loss) on financial instruments
Write-off stockholders' equity due to subsidiaryrges
Capital surplus from investee under equity method

Acquisition of available-for-sale financial assettset by accounts

receivable

CASH PAYMENT FOR ACQUISITIONS OF PROPERTY, PLANT

AND EQUIPMENT
Net increase in acquisition of property, plant agdipment

Add payable for property, plant and equipment, ieigig of year

Less payable for property, plant and equipment,céryear

Cash payment for acquisitions of property, plamt equipment

2012

$ 1,035,383
299,613
3,200,000
(7,291,660)
(166,417)
16,220

(2,906,861)
(57.269)
(258,088)
(187,669)
6,002,597

$ 5,814,928

$ 422,819
$ 102,782

$ 4,483,330
$  (92,184)
$ 110,462

$  (65,241)
$ 76

$ 86,501

$ 2,650,252
650,233

(173.632)
$ 3,126,853

2011

$ 65277
199,763
5,000,000
(8,491,670)
(174,035)
32,902

(3,367,763)

72,245

(401,494)
6,404,091

$ 6,002,597

$ 553,428
$ 104,058

$ 7,158,327
$ 117,737
$ (1,397,458)
$ -

$ 1
$ -

$ 5,658,231
1,094,575
(650,233)

$ 6,102,573
(Continued)



WINBOND ELECTRONICS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars)

As of December 31, 2012, fair values of assets latilities of Win Investment Corporation (WIN), a
subsidiary was merged by Chin Xin Investment amraarized as follows:

Cash and cash equivalents $ 258,088
Available-for-sale financial assets 433,932
Financial assets carried at cost 620,154
Other current assets and other assets 51,409
Other current liabilities (33)
Net assets of WIN on merger date $ 1,363,550
Net cash used in disposal subsidiaries WIN $ 258,088
The accompanying notes are an integral part ofdinsolidated financial statements. (Concluded)



WINBOND ELECTRONICS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2012 AND 2011
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. ORGANIZATION AND OPERATIONS

Winbond Electronics Corporation (“Winbond”) was amporated in the Republic of China (the “ROC”) on
September 29, 1987 and is engaged in the desigalagenent, manufacture and marketing of Very Large
Scale Integration (“VLSI") integrated circuits (“#0) used in a variety of microelectronic applicato

An initial public offering of Winbond’s common stk was made on October 18, 1995, and the stocks are
traded on the Taiwan Stock Exchange.

There are 3,625 and 3,621 employees in Winbondtarsdibsidiaries (the “Company”) as of December 31,
2012 and 2011, respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have beguaped in conformity with the Guidelines Governihg t
Preparation of Financial Reports by Securitiesdss@nd accounting principles generally acceptetien
ROC. For the convenience of readers, the accompgropnsolidated financial statements have been
translated into English from the original Chinesesion prepared and used in the Republic of Chiffa.
there is any conflict between the English versiod the original Chinese version or any differentehie
interpretation of the two versions, the Chinesefege financial statements shall prevail. Howetrez,
accompanying consolidated financial statements db imclude English translation of the additional
footnote disclosures that are not required undeeigdly accepted accounting principles but areireduy

the Securities and Futures Bureau for their ovbtspurposes. Significant accounting policies are
summarized as follows:

Principles of Consolidation
Winbond'’s investees in which ownership interesbver 50% or with control ability are included ineth

consolidated financial statements. All significantercompany balances and transactions have been
eliminated upon consolidation. The consolidatetitiea (collectively, the “Company”) are summarized

as follows:
Capital
Name (In Thousands) Basis for Consolidation
Winbond Int'| Corporation (“WIC") US$ 104,240 Winbond holds 100% ownership interest
Winbond Electronics Corp. America US$ 58,917 WIC holds 100% ownership interest
(“WECA")
Landmark Group Holdings Ltd. US$ 10,313 Winbond holds 100% ownership interest
(“Landmark™)
Winbond Electronics Corp. Japan JPY 148,500 Landmark holds 100% ownership interest
("“WECJ")
Peaceful River Corp. (“PRC") US$ 10,720 Landmark holds 100% ownership interest
(Note 1)
Winbond Electronics (HK) Limited HK$ 500 Winbond holds 100% ownership interest
(“WEHK")
Pine Capital Investment Limited (“PQI” HK$ 10,920 Winbond holds 100% ownership interest

(Continued)



Capital
Name (In Thousands) Basis for Consolidation

Winbond Electronics (Suzhou) Limited RMB 8,639 PCI holds 100% ownership interest
(“WECN)

Mo‘t‘aile Mag,;,ic Design Corporation NT$ 50,000 Winbond holds 100% ownership interest
Nu(vlt\)/lt'zlr?'lc':ez:hnology Corporation NT$ 2,075,544 Winbond holds 61% ownership interest
Ma(l‘ftgtglf)lce Management Ltd. US$ 8,328 NTC holds 100% ownership interest
Gcglcl;/kl)'\cfrl;d)LLC (“GLLC") US$ 44,338 MML holds 100% ownership interest
Nuvoton Electronics Technology RMB 16,555 GLLC holds 100% ownership interest

(Shanghai) Limited (“NTSH”)
Winbond Electronics (Nanjing) Ltd. RMB 4,046 GLLC holds 100% ownership interest
(“WENJ")

Pigeon Creek Holding Co., Ltd. US$ 13,868 NTC holds 100% ownership interest
Nu(vzt(c:)lr_1| 1)'echnology Corp. America US$ 6,050 PCH holds 100% ownership interest
Nu(vlt\)l‘l)(rﬁn)vestment Holding Ltd. US$ 21,000 NTC holds 100% ownership interest
N{YEET)’;GCMOIOW Israel Ltd. ILS 1 NIH holds 100% ownership interest

Nuvoton Electronics Technology (H.K.) HK$ 107,400 NTC holds 100% ownership interest
Limited (“NTHK")

Nuvoton Electronics Technology RMB 46,434 NTHK holds 100% ownership interest
(“Shenzhen”) Limited (“NTSZ")
Win Investment Corporation (“WIN") NT$ - (Note 2)
Newfound Asian Corp. (“NAC") US$ 6,555 Winbond holds 100% ownership interest
Baystar Holdings Ltd. (“BHL") US$ 22,590 NAC holds 100% ownership interest
(Concluded)

Note 1: In September 2012, Landmark acquired 10@8#tecship interest of PRC from WIN.
Note 2:  WIN was merged by Chin Xin Investment orc&aber 31, 2012.
Foreign Currencies

Non-derivative foreign-currency transactions amrded in New Taiwan dollars at the rates of exgkan
in effect when the transactions occur. At the hedasheet date, foreign-currency monetary assets an
liabilities are revalued using prevailing exchamgées and the exchange differences are recognized i
current income or loss.

At the balance sheet date, foreign-currency nontaoyeassets and liabilities (e.g., equity instrutagn
which are measured at fair value shall be revalusidg prevailing exchange rates. The exchange
differences treated as recognized in stockholdegsiity if the changes in fair value are recogniaed
stockholders’ equity; recognized in profit and ldfshie changes in fair value is recognized in prof loss.
Foreign-currency nonmonetary assets and liabilities are carried at cost continue to be statesctange
rates at trade dates.

Long-term equity investments denominated in foretgmrencies are restated at the balance-sheet-date
exchange rates. The related translation adjustvestreported as an adjustment of stockholdetstyeq

The aforesaid balance sheet-date-exchange ratdsaseel on the middle prices of the major transactio
banks.

-10 -



Accounting Estimates

In preparing consolidated financial statements enformity with these guidelines and principles, the
Company is required to make some estimates andnasisms that could affect the amounts of allowance
for doubtful accounts, allowance for loss on inegigs, property depreciation and impairment, taqgion
liabilities and product guarantee, etc. Actuablissmay differ from these estimates.

Current/Noncurrent Assets and Liabilities

Current assets include cash and cash equivalerdghase assets held primarily for trading purpase®

be realized, sold or consumed within one year ftbm balance sheet date. All other assets such as
property, plant and equipment and intangible asaetsclassified as noncurrent. Current liabilithee
obligations incurred for trading purposes or tosbéled within one year from the balance sheet datdl

other liabilities are classified as noncurrent.

Cash and Cash Equivalents

Cash includes unrestricted cash on hand and casbatk. Government bonds under repurchase
agreements and commercial paper with maturitidess than three months from the date of purchase ar
classified as cash equivalents. The carrying amapproximates fair value.

Financial Instruments at Fair Value through Profit or Loss

Financial instruments at fair value through profitoss include financial assets and financialilités held
for trading purpose. Upon initial recognition, yhere recognized at the fair values plus transaatasts.
After initial recognition, they are measured at falues and the changes in the fair values a@grezed
as profits or losses. Cash dividends receivedeerded as dividends revenue, including the dndde
received in the year of acquisition. When theriitial instruments are disposed of, the differeretavben
carrying amount and the price received or paideisognized as the profit or loss. All regular way
purchases or sales of financial assets, derivéitnamcial instrument are recognized on a settlendene
basis, and others are recognized on a trade dsite ba

Derivatives that are not subject to measuremengmuhedge accounting are classified as financiatass
financial liabilities at fair value through profiir loss. The positive fair values of derivative® a
recognized as financial assets; negative fair wadwe recognized as financial liabilities.

The fair value of open-end mutual fund is the pi®d fair value per unit at the balance sheet date.
Marketable securities are stated at the closingppat the balance sheet date.

Impairment of Accounts Receivable

The Company evaluates for indication of impairmehaccounts receivable at the end of each reporting
period. When objective evidence indicates that ébmated future cash flow of accounts receivable
decreases as a result of one or more events tbatred after initial recognition of the accountseiwable,
such accounts receivable are deemed to be impaired.

Inventories
Inventories consist of raw materials, suppliesisfiad goods and work-in-process. Inventories tated
at the lower of cost or net realizable value. frieey write-downs are made on item-by-item basiNet

realizable value is the estimated selling priceinsentories less all estimated costs of completod
necessary selling cost.

-11 -



Available-for-sale Financial Assets

Available-for-sale financial assets are initiallgcognized at fair value plus transaction costs #rat
directly attributable to the acquisition of thedncial assets. After initial recognition, they ameasured
at fair value and the changes in fair value of laléé-for-sale financial assets are recorded aslprstment

of stockholders’ equity. When the financial assats disposed of, the related accumulated fairevalu
changes are taken out of stockholders’ equity @mbgnized in the profit and loss. All regular way
purchases or sales of available-for-sale finarasakts are recorded on a trade-date basis.

Stock dividends are recorded as an increase indtmer of shares and do not affect investment ilmcom
the carrying amount of the investment.

The fair value of marketable securities are statdthe closing price at the balance sheet date.
Private-placement common shares of listed compesngtated at the closing price at the balance statet
but adjusted for the effects of transferred restmc  Open-end mutual funds are stated at net aatiges

at the balance sheet date.

If there is objective evidence which indicates thdihancial asset is impaired, a loss is recoghizdf, in

a subsequent period, the amount of the impairmesg Hecreases, for equity securities, the prewiousl
recognized impairment loss is reversed to the éxtérthe decrease and recorded as an adjustment to
stockholders’ equity; for debt securities, the aniaf the decrease is recognized in earnings, geavihat

the decrease is clearly attributable to an eveithwbccurred after the impairment loss was recaghiz

Financial Assets Carried at Cost

Equity investment for which do not have a quotedksiaprice in an active market and whose fair value
cannot be reliably measured, such as non-publidged stocks, are carried at their original cost.
Accounting policies for dividends received are &mio those for available-for-sale financial asset

An impairment loss is recognized if there is ohijecevidence of impairment; subsequent reversalioh
impairment loss is not allowed.

Long-term Equity Investments Accounted for Using Eaiity Method

Investments in corporations in which the Compargieership interest is over 20% or the Company
exercises significant influence on the operating fimancial policy decision are accounted for by éguity
method.

When equity investments are made, the excess optinehase cost over the fair value of net assets
representing goodwill will not be amortized, butllwde tested for impairment periodically, or more
frequently, if events or changes in circumstanndgate that such carrying value may not be recabler

When the Company subscribes for additional investeres at a percentage different from its existing
ownership percentage, the resulting carrying amoéthe investment in the investee will differ fraime
amount of the Company’s share of the investee’sqgeity. The Company records such difference as an
adjustment to long-term investments with the cqroesling amount charged or credited to capital sstpl

If the balance of the capital surplus account igato a long-term equity investment is not sufiti to
absorb such an adjustment, any excess is chargé&tsagetained earnings.

A merge or acquisition transaction is accountedbiprpurchase method. When equity investments is

made with an asset other than cash, the measuremiant value is determined by the asset givermuthe
shares acquired, of which is more objective andlokd.
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If there is objective evidence which indicates thdinancial asset is impaired, a loss is recoghizd-or
long-term equity investments for which the Compédiag significant influence but with no control, the
carrying amount of each investment is compared wi#thown recoverable amount for the purpose of
impairment testing.

Property, Plant and Equipment
Property, plant and equipment are stated at cos$ kccumulated depreciation and impairment.
Expenditures that would increase the value or ektha useful lives of property, plant and equipremet

capitalized.

Interest is capitalized during the constructioniqubrof property, plant and equipment until a quétif
asset is substantially completed and ready fanignded use.

Depreciation is provided on the straight-line metlower the following estimated useful lives of tietated
assets:

Buildings 5 to 20 years
Machinery and equipment 5 years
Other equipment 3 to 5 years

Property, plant and equipment still in use beyohdirt original estimated useful lives are further
depreciated over their new estimated useful lives.

When an indication of significant impairment isetetined, any excess of the carrying amount of aptas
over its recoverable amount is recognized as a logshe recoverable amount increases in the éutur
period, the subsequent reversal of the impairmess Wwould be recognized as a gain. However, the
increased carrying amount of an asset due to r@vefsn impairment loss should not exceed theyoagr
amount that would have been determined (net ofedégtion), had no impairment loss been recognired f
the assets in prior years.

Upon sale or disposal of property, plant and eqaipimthe related cost, accumulated depreciation and
accumulated amortized are removed from the accoants any related gain or loss is included in
non-operating income or non-operating expenses.

Intangible Assets

Intangible assets are stated at acquisition cestdecumulated amortization and included in ass&sch
assets are amortized over three to five years frmtommencement of production using the straiglet-I
method. If the assets’ future benefits are imghithe excess of carrying amount will be recognized
current loss to present the fair value of the asset

Reserve for Product Guarantee

For potential product risk, the Company accruesriesfor product guarantee based on the committoent
specific customers.

Benefit Pension Plan
For employees under defined contribution plans,sipen costs are recorded based on the actual

contributions made to employee’s personal pensiccounts. For employees under defined benefit
pension plans, pension costs are recorded basactwarial calculations.
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Income Tax

The Company uses an inter-period tax allocatiorhotkfor income tax. Deferred income tax assets and
liabilities are recognized for the tax effect ofm@orary differences, operating loss carryforwardd a
investment tax credits. Valuation allowances aowiped when necessary to reduce deferred taxsasset
the amount expected to be realized. Income tagresgor benefit is the tax payable or refundabi¢hie
period plus or minus the change during the pemadeferred tax assets and liabilities.

Income tax credits, such as for purchase of maghimesearch and development expenses and training
expenses, are recognized as deduction of curreninia tax expense.

Income tax on unappropriated earnings at a rate086 is expensed in the year of stockholder approval
which is the year subsequent to the year the eggrare generated.

Loss Per Share

Basic loss per share is calculated by dividinglogs applicable to common stock by the weightedame
number of shares outstanding.

Share-based Compensation

Under the statement, the value of the stock optipasted, which is equal to the best availablevedt of

the number of stock options expected to vest nlidtpby the grant-date fair value, is expensed on a
straight-line basis over the vesting period, witlt@responding adjustment to capital surplus - kstoc
options. The estimate is revised if subsequerdrintion indicates that the number of stock options
expected to vest differs from previous estimates.

Treasury Stock

The cost of shares purchased or fair value of shdoaated by outside parties is charged to theurga
stock account.

Upon reissuance, the discrepancy between the €tist dreasury shares and the price received lisctefd
in stockholders’ equity accounts.

Winbond'’s stock held by subsidiaries is also treéa® treasury stock.

Revenue Recognition

Sales are recognized when titles of products akd 6f ownership are transferred to customers.
Reclassifications

Certain accounts in the consolidated financialest@nts as of and for the year ended December 31, 20

have been reclassified to conform to the presemtatf the consolidated financial statements asndffar
the year ended December 31, 2012.
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3. EFFECTS OF CHANGES IN ACCOUNTING PRINCIPLES
Financial Instruments

On January 1, 2011, the Company adopted the newlged Statement of Financial Accounting Standards
(SFAS) No. 34, “Financial Instruments: Recognitaord Measurement.” The main revisions include (1)
finance lease receivables are now covered by SFAS3H; (2) the scope of the applicability of SFAS
No. 34 to insurance contracts is amended; (3) l@musreceivables originated by the Company are now
covered by SFAS No. 34; (4) additional guidelinesimpairment testing of financial assets carried at
amortized cost when a debtor has financial diffiesland the terms of obligations have been matjidad

(5) accounting treatment by a debtor for modifizasi in the terms of obligations. This adoption woiad
result in material effect on the consolidated fitiahstatements for the year ended December 31,.201

Operating Segments

On January 1, 2011, the Company adopted the nestied SFAS No. 41, “Operating Segments.” The
statement requires that segment information bdasied based on the information about the comporaénts
the Company that management uses to make opeo®eigions. SFAS No. 41 requires identification of
operating segments on the basis of internal repbes are regularly reviewed by the Company's chief
operating decision maker in order to allocate resEsIto the segments and assess their performambés
statement supersedes SFAS No. 20, “Segment Reportifror this accounting change, please refer to
Note 27 to the consolidated financial statements.

4. CASH AND CASH EQUIVALENTS

December 31

2012 2011
Cash on hand $ 713 $ 640
Cash in bank 1,319,076 1,451,014
Time deposit 2,750,739 3,799,930
Short-term bills 1,744,400 751,013

$ 5,814,928 $ 6,002,597

Time deposits in the amounts of $132,160 thousad$d 39,964 thousand as of December 31, 2012 and
2011, respectively, were pledged to secure lanselegreement, purchase orders of materials, customs
tariff obligations and sales deposits and are ssifiad as refundable deposits.

5. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PRO FIT OR LOSS

December 31

2012 2011
Financial assets at fair value through profit @slocurrent
Listed stocks $ 3,533 $ 3,461
Forward exchange contracts 25,188 215

$ 28,721 $ 3,676

For the years ended December 31, 2012 and 2011Cdhapany’s entered into derivative contracts to
manage exposures due to exchange rate and intatestluctuation. The financial risk management
objective of the Company is to minimize risks do€hanges in fair value or cash flows.
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Outstanding forward exchange contracts as of Deeeibh 2012 and 2011 were as follows:

Contract Amount
Currencies Maturity Date (In Thousands)

December 31, 2012

Sell forward exchange contractdJSD to NTD 2013.01.03-2013.03.14USD137,000/NTD3,989,235
Sell forward exchange contractdNTD to USD 2013.02.07 NTD289,220/USD10,000

December 31, 2011

Sell forward exchange contractdJSD to NTD 2012.01.03-2012.03.02USD62,000/NTD1,875,747
Sell forward exchange contractdJSD to JPY 2012.01.05 USD925/JPY72,000

The transactions of financial instruments at famlue through profit or loss resulted in net gairis o

$103,647 thousand and net losses of $154,790 thddsathe years ended December 31, 2012 and 2011,
respectively.

. NOTES AND ACCOUNTS RECEIVABLE

December 31

2012 2011
Notes receivable $ 327 $ 534
Accounts receivable $ 4,721,523 $ 4,426,386
Less allowance for doubtful accounts (112,603) (312,492)
$ 4,608,920 $ 4,113,894
Accounts receivable from related parties (Note 22) $ 46,073 $ 50,639

. INVENTORIES
December 31

2012 2011
Finished goods $ 1,643,222 $ 1,720,658
Work-in-process 6,091,663 5,123,038
Raw materials and supplies 357,001 398,506
Inventories in transit 16,791 30,360

$ 8108677 $ 7,272,562

As of December 31, 2012 and 2011, the allowancénf@ntory devaluation was $1,245,240 thousand and
$1,331,172 thousand, respectively.

Loss on write-down of inventories of $158 thousand $496,359 thousand were recognized as the £ost o
sales for the years ended December 31, 2012 antl, 284pectively. Gain on recovery of decline in
market value amounted to $85,930 thousand in tlae geded December 31, 2012, due to net realizable
value improvement.
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Unallocated fixed manufacturing costs were recagphias cost of sales in the years ended December 31,
2012 and 2011 amounted to $513,589 thousand arg@j¥4thousand, respectively.

. AVAILABLE-FOR-SALE FINANCIAL ASSETS

December 31

2012 2011
Ownership Ownership
Amount Percentage Amount Percentage
Listed stocks
Walton Advanced Engineering Inc. $ 420,526 10 $ 480,601 10
Hannstar Display Corporation 192,061 2 168,612 2
Walsin Technology Corporation 91,504 2 103,859 2
Walsin Lihwa Corporation - 143,880 -
Emerging Memory & Logic
Solutions Inc. - - 140,738 7
Japan Material Co., Ltd. - - 14,097 1
Capella Microsystems, Inc. - - 69,563 2
Chaintech Corp. - - 5,760 -
Private-placement shares of listed
company
Hannstar Display Corporation 64,530 1 129,600 2
768,621 1,256,710
Less current portion (704,091) (902,713)
$ 64,530 $ 353,997

In January 2011, the Company acquired 108,000 #maliprivate-placement shares of Hannstar Display
Corporation. According to Securities and ExchawWgd, the private-placement shares of Hannstar
Display Corporation could be resold freely in ativeecmarket only after three years from the deljyvadate

and approved by the controlling authorities.  Ipt®mber 2012, Hannstar Display Corporation caroigd

a capital reduction to offset a deficit, at a 508pital reduction. The Company deduced 54,000 tioais
private-placement shares of Hannstar Display Ceatpmr. There were 27,000 thousand of Hannstar
Display Corporation’s private-placement shares lhglthe Company are decreased due to WIN (dissolved
company) was merged by Chin Xin Investment on Ddean31, 2012. As of December 31, 2012, the
Company had 27,000 thousand of Hannstar Displap@ation’s private-placement shares.

. FINANCIAL ASSETS CARRIED AT COST

December 31

2012 2011
Ownership Ownership

Amount Percentage Amount Percentage
LTIP Trust Fund $ 394,944 - $ 411,740 -
United Industrial Gases Co., Ltd. 81,081 4 154,867 8
Harbinger Il Venture Capital Corp. 39,808 5 39,678 5
Strategic Value Fund Il 1,967 24 15,752 24
Ta Cherng Investing Co. - - 199,870 10

(Continued)
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10.

December 31

2012 2011
Ownership Ownership
Amount Percentage Amount Percentage
Walsin Color Corporation $ - - $ 121,197 9
YH Bio Explore & Application Co.,
Ltd. - - 83,011 8
Others 86,385 - 219,288
$ 604,185 $ 1,245,403
(Concluded)

a. The Company’s financial assets carried at costal have a quoted market price in an active ntarke
and the fair value cannot be reliably measured.paimment loss is evaluated periodically.

b. The Company assessed the recoverable amoum afobve financial assets; as a result the Company

recognized an impairment loss of $25,030 thousamd $36,902 thousand, recorded as “other
investment loss” for the years ended December @12 2nd 2011, respectively.

LONG-TERM EQUITY INVESTMENTS AT EQUITY METHOD

December 31

2012 2011
Original
Investment Carrying Ownership Carrying Ownership
Cost Value Percentage Value Percentage
Chin Xin Investment $ 1,723,588 $ 1,654,103 35 $
Nyquest Technology Co., Ltd.
(“Nyquest”) 28,808 73,025 29 65,092 30
$ 1,752,396 $ 1,727,128 $ 65,092

Equity in gains (losses) of equity method investes summarized as follows:

Years Ended December 31

2012 2011
Nyquest $ 14,458 $ 13,304
CFP Technology Corp. (“CFP) - (1,341)

14,458 $ 11,963

The financial statements for the year ended DeceBihe2011 of CFP were audited by other auditois.
August 2011, the Company sold partial investmeh@RP. As the Company’s ownership interest in CFP
was less than 20% and could not have significdiience over CFP, WIN reclassified its investmant i
CFP as “financial assets carried at cost”.

Nyquest was incorporated in 2006 and mainly engagatie manufacture and sale of computer related
products. In July 2011, the Company sold 900 tandsshares of Nyquest at $35 per share to norecelat
parties and recognized a disposal income of $18{B86sand that was included in gain on disposal of
investments in 2011. As of December 31, 2012,Gbepany had 4,815 thousand shares, with a 29%
ownership interest in Nyquest.
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11.

12.

In November 2012, the Company bought 40,000 thabssimares of Chin Xin Investment from
related-party Walsin Lihwa Corporation. On DecemBg, 2012, Win Investment, a subsidiary of the
Company was merged with Chin Xin Investment, ancbedingly Win Investment was dissolved. The
Company acquired 130,713 thousand shares of ChirinXestment after such merger. As of December
31, 2012, the Company had 170,713 thousand shdr€&hin Xin Investment with a 35% ownership
interest.

The Company has written off $65,241 thousand aflkstolders' equity due to the above-mentioned merger
transaction.

The unrealized valuation loss on financial assetegnized as stockholders’ equity amounted to 8257,
thousand as of December 31, 2012.

PROPERTY, PLANT AND EQUIPMENT

Accumulated depreciation of property, plant andigment consisted of the following:

December 31

2012 2011
Buildings $ 10,507,177 $ 9,259,781
Machinery and equipment 60,110,008 53,606,482
Other equipment 2,502,059 2,299,390

73,119,244 $ 65,165,653

Capitalized interest for the years ended DecembefB312 and 2011 amounted to $49,146 thousand and
$122,224 thousand, respectively. The interestsratk interest capitalized were 2.62%-2.70% and
2.59%-2.70%, respectively.

As of December 31, 2012 and 2011, the carryingevalu$20,557,599 thousand and $20,906,790 thousand
of land and 12-inch Fab manufacturing facilitiesrevgpledged to secure long-term debt, respectively.
Please refer to Note 15 to the consolidated firmstatements.

INTANGIBLE ASSET
December 31
2012 2011
Deferred technical assets, net $ 179,372 $ 638,357
Others 3,938 834

$ 183,310 $ 639,191

In connection with certain technical transfer agreets, the Company made technical transfer fee
payments. Such deferred assets are amortized thvee to five years from the commencement of
production using the straight-line method and tebe impairment periodically.
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13.

14.

15.

SHORT-TERM LOANS

December 31

2012 2011
Interest Rate Amount Interest Rate Amount
Bank lines of credit 1.33%-1.87% $ 2,562,100 1.89%-2.58% $ 141,500
Materials procurement loans  1.11%-1.70% 154,374 1.09%-2.73% 1,539,592
$ 2,716,474 $ 1,681,092
SHORT-TERM BILLS PAYABLE
December 31
2012
Bills Financial 2011
Corporation Interest Rate Amount Amount
Commercial paper payable China bills 0.85% $ 200,000 $ 200,000
MEGA bills 1.15% 300,000 -
Less unamortized discount on (624) (237)
commercial paper payable
$ 499,376  $ 199,763
LONG-TERM DEBT
December 31
2012 2011
Period Interest Rate Amount Amount
Chinatrust Commercial Bank syndication 2008.06.27- 2.68%-2.70% $ 1,283,330 $ 3,849,990
agreement (I1) 2013.06.27
Bank of Taiwan syndication agreement (I) 2009.07.27- - - 2,775,000
2012.07.27
Bank of Taiwan syndication agreement (II) 2010.06.18- 2.97%-3.11% 4,850,000 6,000,000
2015.06.18
Bank of Taiwan syndication agreement (111)2011.12.23- 2.49%-2.63% 2,900,000 2,500,000
2016.12.23
Chinatrust Commercial Bank syndication 2012.12.27- 2.65% 2,000,000 -
agreement (l11) 2015.12.27

Less current portion of long-term debt

Chinatrust Commercial Bank Syndication Agreement (I)

11,033,330 15,124,990
(4,483,330) _ (7,158,327)

$ 6,550,000 $ 7,966,663

a. On June 4, 2008, Winbond entered into a synditatgreement, amounting to $7.7 billion, with a
group of financial institutions to procure equiprnér 12-inch Fab.

b. The principal will be repaid every six monthasnr December 27, 2010 until maturity.

c. Please refer to Note 11 for collateral on bamkdwing.
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Bank of Taiwan Syndication Agreement (l)

a. On July 15, 2009, Winbond entered into a sytigicaagreement, amounting to $3.7 billion, with a
group of financial institutions to fund the longteloan payments and finance the working capital.

b. The principal will be repaid every three monftasn October 27, 2011 until maturity.

c. Please refer to Note 11 to the consolidatechiiizd statements for collateral on bank borrowing a
Note 22 to the consolidated financial statementshie joint guarantor.

d. The agreement was fully redeemed on July 272201

Bank of Taiwan Syndication Agreement (ll)

a. On May 31, 2010, Winbond entered into a syndinaigreement, with a group of financial institato
to procure equipment for 12-inch Fab and fund thegiterm loan payments, credit line was divided
into part a and b, which amounted to $3.3 billiowl &3.5 billion, respectively, the total line okdit
$6.8 billion.

b. Part A will be repaid every six months from Dexer 18, 2012 until maturity; part B will be repaid
from June 18, 2012 at 20%, 20% and 60% of the jp@hcrespectively.

c. Please refer to Note 11 to the consolidatechifz statements collateral on bank borrowing ateN
22 to the consolidated financial statements foljaire guarantor.

Bank of Taiwan Syndication Agreement (ll1)

a. On September 19, 2011, Winbond entered intmdisgtion agreement, amounting to $7 billion, véth
group of financial institutions to procure equiprnéar 12-inch Fab.

b. The principal will be repaid every six monthsnr June 23, 2014 until maturity.
c. Please refer to Note 11 to the consolidatedii statements for collateral on bank borrowing.
Chinatrust Commercial Bank Syndication Agreement (II)

a. On November 19, 2012, Winbond entered into disgtion agreement, amounting to $5 billion, with a
group of financial institutions to fund the longteloan payments and finance the working capital.

b. The principal will be repaid every six monthanr December 27, 2014 until maturity.
c. Please refer to Note 11 to the consolidatedhtirz statements for collateral on bank borrowing.

Winbond is required to maintain certain financiatenants, including current ratio, debt ratio aaagible

net equity, on June 30 and December 31 duringdghers of the loans. Additionally, the principaldan
interest coverage should be also maintained onmleee 31 during the tenors of the loans exceptHer t
interest coverage ratio of Bank of Taiwan SyndaratAgreement (), (lll) and Chinatrust Commercial
Bank Syndication Agreement (lll) which should beim@ned on June 30 and December 31. The
computations of financial ratios mentioned above @one based on the audited consolidated financial
statements.
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16. PENSION PLAN

The Company has defined contribution plan basetheriLabor Pension Act.” According to the Act, the
Company has made monthly contributions equal too6%ach employee’s monthly salaries to employee’s
individual pension accounts. Such pension coste $240,268 thousand and $129,544 thousand for the
years ended December 31, 2012 and 2011, respgctivel

The Company has defined benefit pension plan cogeail eligible employees. Based on the Labor
Standards Law of the Republic of China, the Comfsapwlicy is to fund the plan at 2% of employees’
salaries and wages. The fund is administered Bemsion Fund Administration Committee and is
deposited in the Bank of Taiwan in the committesime.

Pension information on the defined benefit plan swamarized as follows:

a. The components of net pension cost:

Years Ended December 31

2012 2011
Service cost $ 27,621 $ 27,848
Interest cost 33,879 35,352
Expected return on plan assets (18,907) (20,125)
Amortization, net 14,509 11,362
Net pension cost $ 57,102 $ 54,437

b. The assumptions used in determining the actyaneaent value of the projected benefit obligatisare
as follows:
December 31

2012 2011
Discount rate 1.75%-2.25%  2.00%-2.25%
Expected long-term rate of return on plan assets 2.00% 2.00%
Rate of increase in compensation 1.00%-3.00%  1.00%-3.00%

c. Reconciliation of funded status of the plan aocrued pension liabilities was summarized as\igilo

December 31

2012 2011

Benefit obligation

Vested benefit obligation $ 644,650 $ 373,292

Accumulated benefit obligation 1,369,212 1,213,549

Projected benefit obligation 1,790,366 1,606,975
Funded status

Projected benefit obligation (1,790,366) (1,606,975)

Fair value of plan assets 957,810 951,013
Funded status (832,556) (655,962)
Unrecognized net transition obligation 90,308 97,217
Unrecognized net gain 341,678 190,069
Deferred pension cost (16,907) -
Accrued pension liabilities $ (417,477) $ (368,676)
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17. STOCKHOLDERS’ EQUITY

Winbond’s Common Stock

December 31

2012 2011

Authorized capital

Shares (in thousand shares) 6,700,000 6,700,000

Par value (in dollars) $ 10 $ 10

Capital $ 67,000,000 $ 67,000,000
Outstanding capital

Shares (in thousand shares) 3,685,601 3,680,230

Par value (in dollars) $ 10 $ 10

Capital $ 36,856,012 $ 36,802,302

As of December 31, 2011, the balance of Winbondjsital account amounted to $36,802,302 thousand,
divided into 3,680,230 thousand shares at par $16e0 share.

Employees executed the stock option at $3.02 paedotaling 5,371 thousand shares during the gkar
2012. As of December 31, 2012, the balance of Wfdts capital account amounted to $36,856,012
thousand, divided into 3,685,601 thousand sharpare$10.00 dollars per share. Walsin Lihwa isagom
stockholder of Winbond and held approximately 23#mership interest in Winbond as of December 31,
2012.

According to the Company Law of the ROC and Winbsmtticles of Incorporation, if Winbond has
surplus earnings at the end of a fiscal year, ae@ering all losses incurred in prior years angliq all
taxes, Winbond shall set aside 10% of said earrasgegal reserve. However, legal reserve neethaot
made when the accumulated legal reserve equalpdiden capital of Winbond. After setting aside or
reversing special reserve pursuant to applicabis Bnd regulations and orders of competent autb®rit
from (1) the remaining amount plus undistributethireed earnings; or (2) the differences between the
undistributed retained earnings and the lossesradfby Winbond at the end of a fiscal year if ltteses
can be fully covered by the undistributed retairathings, Winbond shall distribute the remainingant

(if not otherwise set aside as special reservaesetved based on business needs) in the folloovihey:

a. 1% to 2% as remuneration to directors and sigms;
b. 10% to 15% as bonus to employees;

c. The remaining amount as bonus to shareholdétst less than 10% of the total shareholders bonus
shall be distributed in form of cash.

“Employees” referred to in item b of the proceedpagagraph, when distributing the stock bonusuihel
the employees of subsidiaries of Winbond meetingage criteria. It is authorized to the Board of
Directors to determine the above “certain criteba’the Board of Directors may authorize the Chaiurto
ratify the above “certain criteria”.

The Company was loss of the year ended 2011, ssidibkholders’ meeting in not assigned. The releva

information is available on MOPS. And the Compavsre operating loss of the year 2012, it is not
estimated bonus to employees, directors and sigoesvi
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18.

Treasury Stock

Treasury stock transactions for the year ended ibbee 31, 2012 were summarized as follows:

Treasury
Treasury Stock Held as
Stock Held as Increased Decreased of
of January 1, During the During the December 31,
Purpose of Buyback 2012 Year Year 2012
Common shares held by
subsidiaries 7,518,364 - - 7,518,364

Treasury stock transactions for the year ended ibbee 31, 2011 were summarized as follows:

Treasury
Treasury Stock Held as
Stock Held as Increased Decreased of
of January 1, During the During the December 31,
Purpose of Buyback 2011 Year Year 2011
Common shares held by
subsidiaries 7,518,364 - - 7,518,364

As of December 31, 2012 and 2011, Winbond’s sulsidi Baystar Holdings Ltd. (BHL) held 7,518,364

shares of Winbond’s common stock which amountefil#@6,387 thousand. The purpose of holding the

shares was to maintain stockholder’s equity. Tages held by BHL were treated as treasury stocks.

Winbond'’s stock held by subsidiaries is treatett@assury stock, and the holders are entitled toithgs of

stockholders, except for the right to participate Winbond’s share issuance for cash and vote in

stockholders’ meeting.

EMPLOYEE STOCK OPTION

In 2008 and 2009, Winbond granted employee stogkants in the quantity of 45,764 thousand and 1,585
thousand units, respectively. Each individual eppé stock warrant is granted the right to purchase
Winbond'’s new issued one common share. The warraete granted to qualified employees of Winbond

and its subsidiaries. The warrants granted and f@ 5 years and exercisable at certain percestadter
the second anniversary year from the grant datée Warrants were granted at an exercise price équal

the closing price of Winbond’'s common shares listedthe Taiwan Stock Exchange on the grant date.

For any subsequent changes in Winbond'’s paid-iitadaghe exercise price and the number of optianes
adjusted accordingly.
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Employee stock warrants were summarized as follows:

Years Ended December 31

2012 2011
Weighted Weighted
Number of Average Number of Average
Options (In  Exercise Price Options (In Exercise Price
Employee Stock Warrants Thousands) (NT$) Thousands) (NT$)
Outstanding balance, beginning of
year 15,516 $ 3.20 27,459 $ 3.12
Warrants granted - - - -
Warrants exercised (5,371) 3.02 (10,880) 3.02
Warrants cancelled - - - -
Warrants expired (371) 3.49 (1,063) 3.05
Outstanding balance, end of year 9,774 3.28 15,516 3.20
Warrants exercisable, end of year 9,751 3.28 14,596 3.11

Information about outstanding warrants was as fto

December 31

2012 2011
Weighted Average Weighted Average
Remaining Remaining
Range of Exercise Contractual Life Range of Exercise Contractual Life
Price (NT$) (Years) Price (NT$) (Years)
$3.02-$6.46 0.90 $3.02-$6.46 1.87

Winbond used the fair value method to evaluategit®n using Black-Scholes model, the assumptios a
proforma result were as follows:

Grant-date share price (NT$) $3.02-$6.46
Exercise price (NT$) $3.02-$6.46
Expected volatility 52.03%-74.48%
Expected duration (years) 3.75
Expected dividend yield 0%
Risk-free interest rate 0.94%-1.95%

Compensation costs recognized under the fair valethod were $198 thousand and $4,808 thousand for
the years ended December 31, 2012 and 2011, rasghect
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19. PERSONNEL EXPENSE, DEPRECIATION, AND AMORTIZATI ON

20.

Personnel expense
Salary
Insurance
Pension
Others

Depreciation
Amortization

Personnel expense
Salary
Insurance
Pension
Others

Depreciation
Amortization

INCOME TAX

Year Ended December 31, 2012

Classified as
Classified as Non-operation
Classified as Operation Expenses and
Cost of Sales Expenses Losses Total
$ 1,877,264 $ 2,546,280 $ - $ 4,423,544
142,821 152,646 - 295,467
110,186 161,263 - 271,449
10,165 44910 - 55,075
$ 2,140,436 $ 2,905,099 $ - $ 5,045,535
$ 8483615 $ 164,784 $ 2,603 $ 8,651,002
$ - $ 555148 $ 18,716 $ 573,864
Year Ended December 31, 2011
Classified as
Classified as Non-operation
Classified as Operation Expenses and
Cost of Sales Expenses Losses Total
$ 1,783,498 $ 2,393,995 $ - $ 4,177,493
133,954 140,209 - 274,163
113,247 162,565 - 275,812
9,764 42,926 - 52,690
$ 2,040,463 $ 2,739,695 $ - $ 4,780,158
$ 9,703620 $ 156,858 $ 2,586 $ 9,863,064
$ 0 - 558,823 13,110 571,933

Components of income tax expense (credit) were sanmed as follows:

Current income tax credit

Years Ended December 31

Deferred income tax assets and valuation allowadpestment

Others

Income tax expense
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2012
$ (209,252)

361,796
22,493

$ 175,037

2011
$ (55,797)

171,234
36,926

$ 152,363



Components of deferred income tax assets werdlag/o

December 31

2012 2011
Deferred tax assets
Net operating loss carryforwards $ 4,857,328 $ 4,504,203
Investment tax credits 1,175,366 2,783,976
Allowance for inventory devaluation losses 211,000 167,000
Other temporary differences 265,125 338,990
Deferred income tax assets 6,508,819 7,794,169
Less valuation allowance (2,281,465) (3,519,892)
4,227,354 4,274,277
Deferred income tax liabilities
Unrealized gain on financial instruments (4,000) -
Unrealized exchange gains (4,000) -
Deferred income tax assets, net 4,219,354 4,274,277
Deferred income tax assets, current (222,356) (281,638)
Deferred income tax assets, noncurrent $ 3,996,998 $ 3,992,639

A reconciliation of income tax credit base on |bsfore income tax at statutory rate and currerdnretax
credit was as follows:

Years Ended December 31

2012 2011
Income tax credit at statutory rate $ (147,929) $ (30,444)
Increase (decrease) in tax resulting from
Tax-exempt income on disposal of domestic investmen (71,000) (8,090)
Other permanent difference 9,677 (17,263)
Current income tax credit $ (209,252) $ (55,797)

Winbond and NTC'’s investment tax credits and opregdbss carryforwards as of December 31, 2012 were
as follows:

Investment Tax Operating Loss

Expiry Year Credit Carryforwards
2013 $ 615,000 $ 286,000
2014-2022 240,000 4,101,000

$ 855,000 $ 4,387,000

As of December 31, 2012, WECA has operating loss/fmawards of US$15,990 thousand, which will
expire in 2025.

The information of the imputation credit of Winbowas as follows:

December 31

2012 2011
Balance of Imputation Credit Account $ 252,935 $ 217,239
Undistributed earnings for the years of 1997 arfdriee $ - $ -
Accumulated deficit for the years of 1998 and thér $ (4,335,976) $ (2,483,440)
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Winbond'’s income tax returns through 2010, exc&®892 have been assessed by the tax authority.

As of December 31, 2012, Winbond has tax refun@ivable under other assets - others amounted to

$7,136 thousand which occurred in 2012 and yeaos far 2012.

21. LOSS PER SHARE

Basic loss per share
Net loss attributed to common
shareholders

Basic loss per share
Net loss attributed to common
shareholders

Proforma amount, assuming common shares of paeddtdy subsidiaries were not treated as treasury

stock:

Basic loss per share
Net loss attributed to common
shareholders

Basic loss per share
Net loss attributed to common
shareholders

Year Ended December 31, 2012

Amounts (Numerator)

Before Income

Tax and
Minority
Interest

$(1,440,071)

After Income
Tax and
Attributed to
Stockholders
of the Parent

$(1,852,536)

Shares

(Denominator)
(In Thousands)

3,676,698

Loss Per Share (NT$)

Before Income

Tax and
Minority
Interest

$ (0.39)

Year Ended December 31, 2011

After Income
Tax and
Attributed to
Stockholders
of the Parent

$ (0.50)

Amounts (Numerator)

Before Income

Tax and
Minority
Interest

$ (526,605)

After Income
Tax and
Attributed to
Stockholders
of the Parent

$ (843,291)

Shares
(Denominator)

(In Thousands)

3,666,391

Loss Per Share (NT$)

Before Income

Tax and
Minority
Interest

$ (0.14)

Year Ended December 31, 2012

After Income
Tax and
Attributed to
Stockholders
of the Parent

$ (0.23)

Amounts (Numerator)

Before Income
Tax and
Minority
Interest

$ (1,440,071)

After Income
Tax and
Attributed to
Stockholders
of the Parent

$ (1,852,536)

Shares
(Denominator)
(In Thousands)

3,684,216

Loss Per Share (NT$)

Before Income

Tax and
Minority
Interest

$ (0.39)

Year Ended December 31, 2011

After Income
Tax and
Attributed to
Stockholders
of the Parent

$ (0.50)

Amounts (Numerator)

Before Income
Tax and
Minority
Interest

$ (526,605)

After Income
Tax and
Attributed to
Stockholders
of the Parent

$ (843,291)

Shares
(Denominator)

(In Thousands)

3,673,910
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Loss Per Share (NT$)

Before Income
Tax and
Minority
Interest

$ (0.14)

After Income
Tax and
Attributed to
Stockholders
of the Parent

$ (0.23)



22. RELATED PARTY TRANSACTIONS

The names and relationships of related partieasfellows:

Related Party Relationship with the Company

Walsin Lihwa Corporation (“Walsin”) Walsin’s chairman is one of the immediate family
members of Winbond'’s chairman and Walsin holds a
23% ownership of Winbond as of December 31, 2012
Nyquest Technology Co., Ltd (“Nyquest”) An equity-method investee
Global Brands Manufacture Ltd. (‘GBM”) GBM'’s chairman is one of the immediate family
members of Winbond'’s chairman
Walton Advanced Engineering Inc. (“Walton “) Walton’s chairman is one of the immediate family
members of Winbond'’s chairman. Winbond is one
of the Walton’s directors
Global Brands Manufacture (Dongguan) Ltd. Related party in substance
(“GBM (Dongguan)”)
Walton Advanced Engineering (Suzhou) Inc. Related party in substance
(“Walton (Suzhou)”)

Major transactions with related parties were sunmadrbelow:

Sales
Years Ended December 31
2012 2011
Nyquest $ 212,401 $ 217,818
GBM (Dongguan) 153,402 38,030
GBM - 88,117
Others 651 14,249
$ 366,454 $ 358,214
Purchase
Years Ended December 31
2012 2011
Nyquest $ 4,179 $ 4,403

Manufacturing Expenses

Years Ended December 31

2012 2011
Walton $ 1,559,452 $ 1,395,376
Walton (Suzhou) 582,901 571,541

$ 2,142,353 $ 1,966,917
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General and Administrative Expenses
Years Ended December 31
2012 2011

$ 7891 $ 8,062

Walsin
Research and Development Expense
Years Ended December 31
2012 2011
Nyquest $ 174 $ -
Notes and Accounts Receivable
December 31
2012 2011
Nyquest $ 31,109 $ 36,506
GBM (Dongguan) 14,915 14,068
Others 49 65
$ 46,073 $ 50,639

Other Financial Assets, Current and Other Current Assets
December 31

2012 2011

$ 20 $ 1438

Walsin
Refundable Deposits
December 31
2012 2011
Walsin $ 203 $ 203
Notes and Accounts Payable
December 31
2012 2011
Walton $ 394,197 $ 547,613
Walton (Suzhou) 137,081 165,665
Others 3,061 2,639
$ 534,339 $ 715,917
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23.

24,

Other Payables

December 31

2012 2011
Walton $ 6,199 $ 9,326
Others 1,567 2,529

$ 7,766 $ 11,855

The related-party transaction was conducted unoienal terms.

Security Transactions

The Company’s purchase of investment from relatetigs in 2012 was summarized as follows:

Shares
Related-party Securities Name (Thousand) Purchase Cost
Walsin Chin Xin Investment 40,000 $403,856

Guarantee
a. Please refer to Note 24 to the consolidatedhfilah statements.

b. As of December 31, 2012, the chairman of Winbisraljoint guarantor of the long-term debt - Bafik
Taiwan syndication agreement (II). Please reféddte 15 to the consolidated financial statements.

Compensation Information of Directors, Supervisorsand Management Personnel

Years Ended December 31

2012 2011
Salary $ 136,718 $ 158,219
Bonus and special compensation 45,423 45,474

$ 182,141 $ 203,693
Total compensation expense for the years endedniire3l1, 2012 and 2011 included salaries, duty
allowance, retirement pension and income from éserf employee stock options.
PLEDGED AND COLLATERALIZED ASSET

Please refer to Note 4, Note 11 and Note 15.

COMMITMENTS AND CONTINGENCIES

Letters of Credit

The Company’'s amounts available under unused dettér credit as of December 31, 2012 were
approximately US$2,035 thousand and JPY3,900 timolisa
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25. DISCLOSURES FOR FINANCIAL INSTRUMENTS
Fair Value of Financial Instruments
Carrying value and fair value of financial instrumewere summarized as follows:

December 31

2012 2011
Carrying Fair Carrying Fair
Value Value Value Value
Nonderivative financial instruments
Assets
Financial assets at fair value
through profit or loss, current $ 35633 % 3533 $ 3461 $ 3,461
Available-for-sale financial
assets (current and noncurrent) 768,621 768,621 1,256,710 1,256,710
Liabilities
Long-term debt (including
current portion) 11,033,330 11,033,330 15,124,990 15,124,990
Derivative financial instruments
Financial assets at fair value
through profit or loss, current
Forward exchange contracts 25,188 25,188 215 215

Methods and assumptions used in determining fdiregaof financial instruments were summarized as
follows:

a. The fair value of cash and cash equivalentsgsnand accounts receivable, other financial assets,
refundable deposits, short-term loans, notes anduats payable, and other payables, approximates
their carrying value due to the short-term matesitof these financial instruments.

b. The fair values of financial instruments at faalue through profit or loss and available-foresal
financial assets are quoted by market price. alvevllue of forward exchange contracts is measured
according to its specific contract's settlemenerdty the middle exchange rate and the discouet rat
quoted by Reuters.

c. Available-for-sale financial assets which aregte-placement shares are based on their quotegspr
in an active market but adjusted for effects of mapsferred restriction.

d. The Company'’s financial assets carried at costat have a quoted market price in an active niarke
and the fair value cannot be reliably measured.

e. The fair values of long-term debt are estimabgddiscounted cash flow analysis, based on the

Company’s current rates for long-term borrowingghvaimilar types. As of December 31, 2012 and
2011, the discount rate used in determining thevilues is 2.86% and 3.24%, respectively.
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The fair value of financial instruments that uskd guoted market price in active market or othethot
of valuation is summarized as follows:

December 31, 2012
Quoted Market
Price in Active  Other Method

Market of Valuation Total
Assets
Financial assets at fair value through profit or
loss, current $ 3,533 $ 25,188 $ 28,721
Available-for-sale financial assets, current and
noncurrent 704,091 64,530 768,621
December 31, 2011
Quoted Market
Price in Active  Other Method
Market of Valuation Total
Assets
Financial assets at fair value through profit or
loss, current $ 3,461 $ 215 $ 3,676
Available-for-sale financial assets, current and
noncurrent 1,127,110 129,600 1,256,710

Valuation gains (losses) arising from changes in ¥alue of financial instruments determined using
valuation techniques were $24,973 thousand and,&(6D thousand for the years ended December 31,
2012 and 2011, respectively.

As of December 31, 2012, financial assets andlili@si exposure to cash flow risk that resultednfro
interest rate changes amounted to $15,920 thousaddb11,200,934 thousand, respectively. Financial
assets and liabilities exposure to fair value tis&t resulted from interest rate changes amourded t
$4,611,379 thousand and $3,048,246 thousand, tesggcas of December 31, 2012.

As of December 31, 2011, financial assets andlili@si exposure to cash flow risk that resultednfro
interest rate changes amounted to $280,648 thoumah&15,463,475 thousand, respectively. Financial
assets and liabilities exposure to fair value tisit resulted from interest rate changes amourded t
$4,410,259 thousand and $1,542,370 thousand, tesggcas of December 31, 2011.

Adjustment of stockholders’ equity due to the fa#flue changes of available-for-sale financial asset
amounted to $1,130,942 thousand and $1,449,394sdhduas of December 31, 2012 and 2011,
respectively.
Financial Risk Information
a. Market risk

All the derivative financial instruments the Compaentered into are forward exchange contracts in

order to hedge changes in fair value of foreigmeney assets and liabilities. The fair value of
forward exchange contracts will fluctuate becadsghanges in foreign exchange rates.
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b. Credit risk

The Company is exposed to the credit risk that tavypmarties or third-parties may breach the cotdrac
The risk results from the concentrations of credk, elements, contract price, and accounts rabésv
The Company requested its major transaction padipsovide collaterals or other rights to redugehs
risk.

c. Liquidity risk

The Company has sufficient operating capital to tnike cash demand for the contracts. Thus, the

fund-raising and cash flow risks are not material.
d. Cash flow risk on change of interest rate
The Company’s long-term debt is with floating imtstrrate. Effective rate and future cash flowhef t

Company will fluctuate as a result of changes irrkeiinterest rate. If the market interest rate
increases by 1%, the cash outflow will increas&b32,009 thousand per year.

26. EXCHANGE RATE INFORMATION OF FOREIGN-CURRENCY F INANCIAL ASSETS AND
LIABILITIES

Information of financial assets and liabilities, ialh were denominated in foreign currencies, with
significant influence on the Company was as follows

December 31

2012 2011
Foreign New Taiwan Foreign New Taiwan
Currencies Exchange Dollars Currencies Exchange Dollars
(Thousands) Rate (Thousands)  (Thousands) Rate (Thousands)
Financial assets
Monetary items
uUsD $ 238,052 29.04 $ 6,913,019 $ 198,558 30.275 $ 6,011,352
EUR 951 38.49 36,586 2,075 39.18 81,307
JPY 646,039 0.3364 217,328 2,617,609 0.3906 1,022,438
RMB 99,603 4.6202 460,188 38,935 4.8049 187,081
ILS 35,355 7.7845 275,217 28,287 7.925 224,175
AUD - - - 2,706 30.735 83,169
Non-monetary item
UsD 15,281 29.04 443,766 16,140 30.275 488,647
KRW - - - 5,351,246 0.0263 140,738
Financial liabilities
Monetary items
UsD 80,871 29.04 2,348,480 114,872 30.275 3,477,755
EUR 1,270 38.49 48,866 2,197 39.18 86,063
JPY 795,581 0.3364 267,633 2,398,822 0.3906 936,980
ILS 5,136 7.7845 39,978 3,082 7.925 24,425
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27. OPERATING SEGMENT FINANCIAL INFORMATION
a. Basic information of operating segment

The Company’s reportable segments under SFAS Naretas follows:

1) Segment of DRAM IC product
The DRAM IC product segment engages mainly in thenufacturing, selling, researching,
designing and after-sales service of Mobile RAM,eSglty DRAM, Graphic DRAM and
Commodity DRAM.

2) Segment of Flash IC product

The Flash IC product segment engages mainly imidneufacturing, selling, researching, designing
and after-sales service of Flash IC product.

3) Segment of Logic IC product

The Logic IC product segment engages mainly imthaufacturing, selling, researching, designing
and after-sales service of Logic IC product.

Principles of measuring reportable segments, prdgiets and liabilities:

1) The significant accounting principles of eaclergping segment are the same as those stateden Not
2 to the consolidated financial statements. Then@oy’'s operating segment profit or loss
represents the profit or loss earned by each sagméie profit or loss is controllable by segment
managers and is the basis for assessment of segeréotmance.

2) Individual segment assets are disclosed assirce those measures are not reviewed by the chief
operating decision maker. Major liabilities areaaged based on the capital cost and deployment
of the whole company, which are not controlled tgividual segment managers.

b. Segment revenues and operating results

Segment Revenue Segment Profit and Loss
Years Ended December 31 Years Ended December 31
2012 2011 2012 2011
DRAM IC product $ 14,804,286 $ 17,953,304 $ (1,280,224) $ (745,663)
Flash IC product 10,811,168 9,440,302 901,824 1,729,434
Logic IC product 7,348,191 7,299,233 712,687 546,545
Total segment revenue 32,963,645 34,692,839 334,287 1,530,316
Others 1,638 4,011 1,638 4,011
Total net sales $ 32,965,283 $ 34,696,850
Unallocated expenses
Administrative and
supporting expenses (791,072) (629,601)
Sales and other common
expenses (811,963) (1,078,061)
Total operating (loss) income (1,267,110) (173,335)
(Continued)
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Segment Revenue Segment Profit and Loss
Years Ended December 31 Years Ended December 31
2012 2011 2012 2011

Non-operating gains and losses
Interest income (expense),
net $ (321,158) $ (390,365)
Investment income
recognized under equity

method 14,458 11,963
Investment income (loss) 22,103 (2,783)
Gain on disposal of property,

plant and equipment 17,555 4,730
(Loss) gain on disposal of

investments (30,733) 69,880
Foreign exchange (loss) gain (55,538) 45,765
Reversal of allowance for

doubtful accounts 67,586 8,872
Valuation gain (loss) on

financial instruments 103,647 (154,790)
Other income (losses) 9,119 53,458

Loss before tax $ (1,440,071) $ (526,605)

(Concluded)

Geographical information
The Company’s net sales and the non-current asgetsographical location are detailed below.

Years Ended December 31

2012 2011
Non-current Non-current
Assets Net Sales Assets Net Sales
Asia $ 29,145955 $ 30,672,773 $ 35,639,946 $ 32,407,678
United States 233,976 1,501,960 279,391 1,383,826
Europe - 660,024 - 762,320
Others - 130,526 - 143,026

$ 29,379,931 $ 32,965,283 $ 35,919,337 $ 34,696,850

Non-current assets excluded those classified asfbekale, financial instruments, deferred taxetss
and pension liabilities.

Major customers information

No revenue from any individual customer exceedeth 1 the Company’s net sales for the years
ended December 31, 2012 and 2011.
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28. PRE-DISCLOSURE FOR ADOPTION OF INTERNATIONAL FI NANCIAL REPORTING
STANDARDS

Under Rule No. 0990004943 issued by the Finanaigk8/isory Commission (FSC) on February 2, 2010,
the Company pre-discloses the following informatimnthe adoption of International Financial Repyti
Standards (IFRSs) as follows:

a. On May 14, 2009, the FSC announced the “Frameviar Adoption of International Financial
Reporting Standards by Companies in the ROC.” his framework, starting 2013, companies with
shares listed on the TSE or traded on the TaiwaT &rSecurities Market or Emerging Stock Market
should prepare their financial statements in aaed with the Guidelines Governing the Preparation
of Financial Reports by Securities Issuers and Ititernational Financial Reporting Standards,
International Accounting Standards, and the Inttgiions as well as related guidance translatetidoy
ARDF and issued by the FSC. To comply with thenfework, the Company has set up a project
team and made a plan to adopt the IFRSs. Leadiegimplementation of this plan is the
vice-president of Winbond. The main contents efphan, time schedule and status of execution as of
December 31, 2012 were as follows:

Contents of Plan Responsible Department Status ofxecution

Assessing phase (2010.01.01-2011.12.31)

e Setting up a project team and making j@ccounting division Completed
plan to adopt the IFRSs

® Processing the first phase internal Accounting division Completed
training for employees

e Comparing and analyzing the differenc&ccounting division Completed
between the existing accounting policies
and IFRSs

® Assessing the adjustments for the Accounting division Completed
existing accounting policies

e Assessing the adoption of IFRS 1 Accounting division Completed

“First-time Adoption of International
Financial Reporting Standards”

e Assessing the adjustments for the Information division Completed
information systems

® Assessing the adjustments for the intgRelated departments Completed
controls

Preparing phase (2011.01.01-2012.12.31

e Deciding how to adjust existing Accounting division Completed
accounting policies according to IFRS$
e Deciding how to adopt IFRS1 “Firtitne|Accounting division Completed

Adoption of International Financial
Reporting Standards”

e Adjusting related information systems| Informatitivision Completed
Adjusting internal controls Related departments m@leted
Processing the second phase internal|Accounting division Completed

training for employees

(Continued)
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Contents of Plan

Responsible Department

Status ofxEcution

Implementing phase
(2012.01.01-2013.12.31)

Testing the operation of related
information system

Collecting materials and preparing to
draw up the opening balance for balan
sheet and comparative financial
statements

Drawing up financial statements

according to IFRSs

Information division

Accounting division

ce

Accounting division

Completed

2012 comparative
financial statement
has been complete

—

Positively executing

b. The Company assessed, the significant diffesehetwveen the Company’s current accounting policies

under R.O.C. GAAP and the one’s under IFRSs asisl

1) Reconciliation of consolidated balance sheetfdanuary 1, 2012

Effect of Transition to IFRSs

(Concluded)

Recognition
and
R.O.C. GAAP Measurement Presentation IFRSs
Item Amount Different Difference Amount Item Note
Assets
Current assets Current assets
Cash and cash $ 6,002,597 $ $ (106,916) $ 5,895,681 Cash and cash Note 1
equivalents equivalents
Financial assets at fair 3,676 3,676 Financial assets at fair
value through profit or value through profit or
loss, current loss, current
Available-for-sale 902,713 902,713 Available-for-sale
financial assets, financial assets,
current current
Notes receivable, net 534 534 Notes receivable, net
Accounts receivable, net 4,113,894 4,113,894 Accounts receivable, net
Accounts receivables 50,639 50,639 Account receivables
from related parties, from related parties,
net net
Other financial assets, 139,144 106,916 246,060 Other financial assets, Note 1
current current
Inventories 7,272,562 - 7,272,562 Inventories
Deferred income tax 281,638 (281,638) - - Note 2
assets, current
Other current assets 420,635 - 420,635 Other current assets
Total current assets 19,188,032 (281,638) 18,906,394 Total current assets
Fund and investments Noncurrent assets
Available-for-sale 353,997 353,997 Available-for-sale
financial assets, financial assets,
noncurrent noncurrent
Financial assets carried 1,245,403 56,264 1,301,667 Financial assets carried Note 3
cost, noncurrent cost, noncurrent
Long-term equity 65,092 65,092 Long-term equity
investments at equity investments at equity
method method
Total fund and 1,664,492 56,264 1,720,756
investments
Property, plant and 35,149,539 35,149,539  Property, plant and
equipment equipment
Intangible assets 639,191 639,191 Intangible assets
Other assets
Refundable deposits 160,149 - 160,149 Refundable deposits
Deferred income tax 3,992,639 281,638 4,274,277 Deferred income tax Note 2
assets, noncurrent assets, noncurrent
Others 130,607 - 130,607 Others
Total other assets 4,283,395 281,638 4,565,033
Total $ 60,924,649 $ 56,264 $ $60,980,913 Total
(Continued)
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Effect of Transition to IFRSs

Recognition
and
R.O.C. GAAP Measurement Presentation IFRSs
Item Amount Different Difference Amount Item Note
Liabilities and
stockholder’s equity
Current liabilities Current liabilities
Short-term loans $ 1,681,092 $ $ $ 1,681,092 Short-term loans
Short-term bills payable 199,763 199,763 Short-term bills payable
Notes payable 849,713 849,713 Notes payable
Accounts payable 3,211,805 3,211,805 Accounts payable
Payable on equipment 650,233 - 650,233 Payable on equipment
Accrued expenses and 2,151,012 60,601 2,211,613 Accrued expenses and  Note 4
other payables other payables
Current portion of 7,158,327 7,158,327 Current portion of
long-term liabilities long-term liabilities
Other current liabilities 68,865 - 68,865 Other current liabilities
Total current liabilities 15,970,810 60,601 16,031,411 Total current liabilities
Long-term liabilities Noncurrent liabilities
Long-term debt 7,966,663 7,966,663 Long-term debt
Other liabilities
Accrued pension 368,676 362,076 730,752 Accrued pension Note 5
liabilities liabilities
Reserve for product 94,271 94,271 Reserve for product
guarantee guarantee
Others 99,146 - 99,146 Others
Total other liabilities 562,093 362,076 924,169
Total liabilities 24,499,566 422,677 24,922,243  Total liabilities
Equity attributable to Stockholders’ equity
stockholders of the
parent
Common stock 36,802,302 - 36,802,302 Common stock
Capital surplus 2,232,519 (21,460) 2,211,059 Capital surplus Note 6
Accumulated deficit (2,483,440) 65,182 (2,418,258) Accumulated profit and
loss
Others Others
Cumulative translation 359,900 (359,900) Cumulative translation Note 7
adjustments adjustments
Unrealized loss on (1,449,394) (12,576) (1,461,970) Unrealized loss on Note 8
financial financial
instruments instruments
Treasury stock (106,387) (106,387) Treasury stock
Equity attributable to 35,355,500 (328,754) 35,026,746 Equity attributable to
stockholders of the stockholders of the
parent parent
Minority interest 1,069,583 (37,659) 1,031,924  Non-controlling interest Note 9
Total stockholders’ equity 36,425,083 (366,413) 36,058,670 Total stockholders’ equity
Total $ 60,924,649 $ 56,264 $ $60,980,913 Total
(Concluded)
Note 1: The Company’s long-term time deposits, anoadance with the IFRSs are classified as
other financial assets, current. Please see Natg 5
Note 2: Deferred income tax assets - current, coance with IFRSs is classified as non-current
items. Please see Note 5) a).
Note 3: The translation of functional currency absidiaries retroact and adjust financial asset
carried at cost. Please see Note 5) g).
Note 4. Under IAS No. 19, the Company recognizedhasexpense when employees provide
service to increase their paid vocation. Pleasé\see 5) b).
Note 5: Under IAS No. 19, “Employee Benefits,” tiempany elects to recognize actuarial gains

and losses immediately in full in the period in @fhthey occur, as other comprehensive
income. The subsequent reclassification to easniagiot permitted. Please see Note
5) ¢).
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2)

Note 6:

Note 7:

Note 8:

Note 9:

The changes of investment percentage faosethe investment company not subscribing
for new shares issued by the investee; the increasdecrease in the investment
company’s equity is adjusted in the capital surplus accordance with the IFRSs of the
above-mentioned capital surplus should be retrdsge@djustment to accumulated

losses. Please see Note 5) e).

In accordance with IFRS 1, the Companyteteto set to zero its cumulative translation
adjustment in stockholders’ equity by reclassifythg amount to retained earnings at the
date of transition to IFRS. Please see Note 4).

The translation of functional currency obsidiaries retroact and adjust unrealized loss on
financial instruments. Please see Note 5) g).

The equity of subsidiaries was decreasednaen-controlling interest was adjusted

retroactively.
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Reconciliation of consolidated balance sheeff &cember 31, 2012
Effect of Transition to IFRSs
Recognition
and
R.O.C. GAAP Measurement Presentation IFRSs
Item Amount Different Difference Amount Item Note
Assets
Current assets Current assets
Cash and cash $ 5,814,928 $ - $ (104,015) $ 5,710,913 Cash and cash Note 1
equivalents equivalents
Financial assets at fair 28,721 28,721 Financial assets at fair
value through profit or value through profit or
loss, current loss, current
Available-for-sale 704,091 704,091 Available-for-sale
financial assets, financial assets,
current current
Notes receivable, net 327 327 Notes receivable, net
Accounts receivable, net 4,608,920 4,608,920 Accounts receivable, net
Accounts receivable 46,073 46,073 Accounts receivable
from related parties, from related parties,
net net
Other financial assets, 214,172 104,015 318,187 Other financial assets,  Note 1
current current
Inventories 8,108,677 - 8,108,677 Inventories
Deferred income tax 222,356 (222,356) - - Note 2
assets, current
Other current assets 532,212 - 532,212 Other current assets
Total current assets 20,280,477 (222,356) 20,058,121 Total current assets
Fund and investments Noncurrent assets
Available-for-sale 64,530 64,530 Available-for-sale
financial assets, financial assets,
noncurrent noncurrent
Financial assets carried 604,185 74,403 678,588 Financial assets carried Note 3
cost, noncurrent cost, noncurrent
Long-term equity 1,727,128 (595) 1,726,533 Long-term equity Notes 4 and 5
investments at equity investments at equity
method method
Total fund and 2,395,843 73,808 2,469,651
investments
Property, plant and 29,021,114 29,021,114  Property, plant and
equipment equipment
- 80,747 80,747  Investment property Note 6
Intangible assets 183,310 - 183,310 Intangible assets
Other assets
Refundable deposits 148,981 - 148,981 Refundable deposits
Deferred income tax 3,996,998 222,356 4,219,354 Deferred income tax Note 2
assets, noncurrent assets, noncurrent
Others 192,414 (16,907) (80,747) 94,760 Others Note 6
Total other assets 4,338,393 (16,907) 141,609 4,463,095
Total $ 56,219,137 $ 56,901 $ $ 56,276,038 Total
(Continued)



Effect of Transition to IFRSs

Recognition
and
R.O.C. GAAP Measurement Presentation IFRSs
Item Amount Different Difference Amount Item Note
Liabilities and
stockholders’equity
Current liabilities Current liabilities
Short-term loans $ 2,716,474 $ - $ $ 2,716,474 Short-term loans
Short-term bills payable 499,376 - 499,376 Short-term bills payable
Notes payable 812,253 812,253 Notes payable
Accounts payable 3,421,866 3,421,866 Accounts payable
Payable on equipment 173,632 - 173,632 Payable on equipment
Accrued expenses and 2,187,998 70,361 2,258,359 Accrued expenses and  Note 7
other payables other payables
Current portion of 4,483,330 4,483,330 Current portion of
long-term liabilities long-term liabilities
Other current liabilities 78,085 (256) 77,829 Other current liabilities ~ Note 5
Total current liabilities 14,373,014 70,105 14,443,119 Total current liabilities
Long-term liabilities Noncurrent liabilities
Long-term debt 6,550,000 6,550,000 Long-term debt
Other liabilities
Accrued pension 417,477 525,280 942,757 Accrued pension Note 8
liabilities liabilities
Reserve for product 119,902 119,902 Reserve for product
guarantee guarantee
Others 100,778 3,947 104,725 Others
Total other liabilities 638,157 529,227 1,167,384
Total liabilities 21,561,171 599,332 22,160,503 Total liabilities
Equity attributable to Stockholders’ equity
stockholders of the
parent
Common stock 36,856,012 - 36,856,012 Common stock
Capital surplus 2,199,126 (21,784) 2,177,342 Capital surplus Note 4
Accumulated deficit (4,335,976) (94,774) (4,430,750) Accumulated deficit
Others Others
Cumulative translation 268,081 (349,829) (81,748) Cumulative translation Note 9
adjustments adjustments
Unrealized loss on (1,408,417) (1,408,417) Unrealized loss on
financial financial
instruments instruments
Treasury stock (106,387) - (106,387) Treasury stock
Equity attributable to 33,472,439 (466,387) 33,006,052 Equity attributable to
stockholders of the stockholders of the
parent parent

Minority interest 1,185,527 (76,044) 1,109,483  Non-controlling interest Note 10

Total stockholders’ equity 34,657,966 (542,431) 34,115,535 Total stockholders’ equity

Total $ 56,219,137 $ 56,901 $ $ 56,276,038 Total

(Concluded)

Note 1: The Company’s long-term time deposits, anoadance with the IFRSs are classified as
other financial assets, current. Please see Natg 5

Note 2: Deferred income tax assets - current in@ance with IFRSs is classified as non-current
items. Please see Note 5) a).

Note 3: The translation of functional currency absidiaries retroact and adjust financial asset
carried at cost. Please see Note 5) g).

Note 4: The changes of investment percentage fosethe investment company not subscribing
for new shares issued by the investee; the increasdecrease in the investment
company’s equity is adjusted in the capital surplus accordance with the IFRSs of the
above-mentioned capital surplus should be retrasge@djustment to accumulated
losses. Convert into IFRSs, the company decred388 thousands in long-term equity
investment at equity method, and $21,784 thousandapital surplus. Please see Note
5) e).

Note 5: Unrealized profit from downstream transawdi with an equity-method investee is $256

thousand. It would convert from other currentilitibs to long-term equity investment.
Please see Note 5) f).
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Note 6: A property held under an operating lease ngalassified from other assets to investment
property. Please see Note 5) g).

Note 7: Under IAS No. 19, the Company recognizedaasexpense when employees provide
service to increase their paid vocation. Please\sge 5) b).

Note 8: Under IAS No. 19, “Employee Benefits,” tBempany elects to recognize actuarial gains
and losses immediately in full in the period in @lhthey occur, as other comprehensive
income. The subsequent reclassification to easniagiot permitted. According IAS
No. 19, the Company reclassified unrecognized aieudoss into accumulated loss,
which increase $362,072 thousands in accrued petisibilities. Furthermore, under
IAS No. 9, the Company reclassified net pensiort aod difference in actuarial loss into
other comprehensive income, which increase $163{A08sands in accrued pension
liabilities. Above all the accrual pension liabéds increased $525,280 thousands.
Please see Note 5) c).

Note 9: In accordance with IFRS 1, the Companyteteto set to zero its cumulative translation
adjustment in stockholders’ equity by reclassifythg amount to retained earnings at the
date of transition to IFRS. The cumulative tratista adjustment decrease $359,900
thousands. Otherwise, the tranlative in functiamrency which increase $10,071
thousands in cumulative translation adjustmentdead® see Note 5) e).

Note 10: The equity of subsidiaries was decreased,non-controlling interest was adjusted
retroactively.

Reconciliation of consolidated statement of carhpnsive income for the year ended December
31, 2012

Effect of Transition

R.O.C. GAAP to IFRSs IFRSs
Item Amount Amount Amount Item Note
Net sale $ 32,965,283 $ - $ 32,965,283 Net sale
Cost of sales 27,804,925 (2,628) 27,802,297 Cost of sales Notes 1 and 2
Less: Unrealized gain on (74) 74 - - Note 2
inter-affiliate
Gross profit 5,160,284 2,702 5,162,986  Gross profit
Operating expense 6,427,394 4,588 6,431,982  Total operating expense Note 1
Loss from operations (1,267,110) (1,886) (1,268,996) Loss from operations
Non-operation income and expense (172,961) (2,629) (175,590) Non-operation income and expenseNotes 3 and 4
Loss before income tax (1,440,071) (4,515) (1,444,586) Loss before income tax
Income tax expense (175,037) (175,037) Income tax expense

Net loss $ (1,615,108) $ (4,515) (1,619.623) Net loss
(93,274) Exchange differences on translating
foreign operations
53,553  Net valuation gain on
available-for-sale financial assets
(187,984) Defined benefit obligation’s
actuarial gain and losses
(227,705) Other comprehensive income for
the period, net of tax effect

$ (1,847,328) Total comprehensive income for the
period

Note 1: For the year ended December 31, 2012, ttrap@ny increased “salary expenses” by
$9,760 thousand. Pension cost and other comprekemscome for the year ended
December 31, 2012 were also adjusted for a decfa$@,874 thousand and $187,984
thousand, respectively. Please see Note 5) b)and c

Note 2: In accordance with IFRSs, the Company ssifiad unrealized gain on inter-affiliate to
cost of sales as a reduction in comprehensive ircom
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4)

5)

Note 3: Long-term equity investments accounted doder the equity method caused equity
changes. This situation will be recognized astahgurplus under R.O.C. GAAP, but
under IFRSs shall recognized as investment gaimesshall adjust investment gain $190
thousand. Please see Note 5) e).

Note 4: Change of functional currency of subsidigrshall retroact and adjust, as a result, it
increase available-for-sale financial assets. CThepany disposed of financial assets,
so it will increase investment loss $12,576 thodsanOtherwise, the Company
recognized gain on exchange $8,841 thousand, wiscfrom subsidiary’s capital
reduction.

Exemptions from IFRS 1

IFRS 1, “First-time Adoption of International Fir@al Reporting Standards,” establishes the
procedures for the Company’s first consolidatearitial statements prepared in accordance with
IFRSs. According to IFRS 1, the Company is requieedetermine the accounting policies under
IFRSs and retrospectively apply those accountirigipe in its opening balance sheet at the date of
transition to IFRSs (January 1, 2012; the transitlate); except for optional exemptions to such
retrospective application provided under IFRS 1lhe Tnain optional exemptions the Company
adopted are summarized as follows:

a) Share-based payment. The Company elected ¢otlek optional exemption from applying
IFRS 2, “Share-based Payment,” retrospectively ther shared-based payment transactions
granted and vested before January 1, 2012.

b) Employee benefits. The Company elected to mdzegall cumulative actuarial gains and
losses in retained earnings as of January 1, 2012.

¢) Cumulative translation difference. The Compaglgcted to set to zero its cumulative
translation adjustment in stockholders’ equity bglassifying the amount to retained earnings
at the date of transition to IFRS.

d) Compound financial instrument. Compound finahimistrument issued in the past, part of its
liabilities does not exit at the time of converstonFRSs day, so the Company chose not to be
traced back to financial instrument into two equitynponent.

e) Borrowing costs. The Company selected meetetbments of the assets of the borrowing
costs. Its capitalization start date occurs afterconversion to IFRSs day began to apply the
IAS No. 23. “borrowing cost”.

The above exemption option on the Company'’s fir@ratatement have been incorporated into
following.

Notes to the reconciliation of the significaiffetences:

The Company-specific areas of possible materidiedihces between the existing accounting
policies and the accounting policies to be adopteter IFRSs were as follows:

a) Deferred income tax asset/liability
Under R.O.C. GAAP, valuation allowance is providedhe extent, if any, that it is more likely
than not that deferred income tax assets will motdalized. In accordance with IAS No. 12,

“Income Taxes,” deferred tax assets are only reizegnto the extent that it is probable that
there will be sufficient taxable profits and thduadion allowance account is no longer used.
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b)

d)

In addition, under R.O.C. GAAP, a deferred tax asseliability is classified as current or
noncurrent in accordance with the classificationt®frelated asset or liability. However, if a
deferred income tax asset or liability does noateelto an asset or liability in the financial
statements, it is classified as either currentarcarrent based on the expected length of time
before it is realized or settled. Under IFRSsefeded tax asset or liability is classified as
noncurrent asset or liability.

As of December 31, 2012 and January 1, 2012, treuats reclassified from deferred income
tax assets to noncurrent assets were $222,356ahdand $281,638 thousand, respectively.

Short-term employee benefits

Short-term employee benefits under R.O.C. GAAP raot expressly stipulated and usually
recorded when paid. After the date of transitonRRS, it is recognized as an expense when
employees provided services to increase their yaedtion.

As of December 31, 2012 and January 1, 2012, thap@aoy increased accounts payable by
$70,361 thousand and $60,601 thousand for shaont-¢enployee benefits. In addition, for the
year ended December 31, 2012, the Company incrésakdy expenses” by $9,760 thousand.

Employee benefits - gain or loss on actuariélaton on defined benefit plan

According to SFAS No. 18, the unrecognized tramsitibligation due to first adoption of SFAS

No. 18, “Accounting for Pension,” should be amatizover the expected remaining working
lives of employees. On the date of transition ERR$s, the retained earnings should be
adjusted for unrecognized transition obligation.

Under R.O.C. GAAP, when using the corridor approaattuarial gains and losses should be
amortized over the expected average remaining wgrkves of the participating employees.
Under IAS No. 19, “Employee Benefits,” the Compaaigcts to recognize actuarial gains and
losses immediately in full in the period in whidiey occur, as other comprehensive income.
The subsequent reclassification to earnings ipeaonitted.

As of December 31, 2012 and January 1, 2012, tmep@oy performed the actuarial valuation
under IAS No. 19, “Employee Benefits,” and recogudizhe valuation difference directly to
retained earnings under the requirement of IFR&cé&rued pension liabilities was adjusted for
an increase of $525,280 thousand and $362,076ahdusespectively. Pension cost and other
comprehensive income for the year ended Decemh&203P were also adjusted for a decrease
of $7,874 thousand and $187,984 thousand, respictiv

Reclassification of long-term time deposit

Under R.O.C. GAAP, time deposit is classified ashcarhich must be readily convertible to a
known amount of cash and be subject to an insamti risk of changes in value. Under
IFRSs, time deposits are held for the purpose oétimg short-term cash commitments is
classified as cash and cash equivalents and dthelassified as other financial assets.

As of December 31, 2012 and January 1, 2012 theuammaeclassified from cash and cash
equivalents to other financial assets were $104,8i&usand and $106,916 thousand,
respectively.

Investments and capital surplus - long-term tgquivestments when associates/subsidiaries

issue new shares and the shareholder is not shingcin accordance with its percentage of
shares of the investee/parent company.
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f)

9)

h)

According to R.0.C. GAAP, the changes of investmatcentage arise from the investment
company not subscribing for new shares issued gy itlvestee in accordance with its
percentage of ownership before the new subscriptienincrease or decrease in the investment
company’s equity is adjusted in the “capital suspimd “long-term equity investment.”

Under IFRSs, such transaction is deemed a dispasdl aforementioned difference is
recognized in the same accounts accordingly. Htitiad, according to “Q&A for adopting
IFRSs” issued by the TSE, accounts that do notaranfto IFRSs or not covered under the
Company Law as well as capital surplus items reguiyy the Ministry of Economics Affairs
should be adjusted at the date of transition t&S§R

As of January 1, 2012, the Company recorded difteegnount as above mentioned, capital
surplus was adjusted for a decrease of $21,46Gamol

As of December 31, 2012, the Company recorded rdifteamount as above mentioned,

long-term equity investment at equity method wgsstdd for a decrease of $339 thousand and
capital surplus was adjusted for a decrease of7821thousand in addition, other gains and
losses was adjusted for an increase of $190 thdusan

Downstream transactions with an equity-methoagtee

Under R.O.C. GAAP, profit from downstream transamsi with an investee without
equity-method are eliminated in proportion to them@any’s percentage of ownership in the
investee. Under IFRSs, unrealized profit reclgssif sales, cost of sales and investment
income recognized under equity-method.

As of December 31, 2012, the Company recorded rdiffteamount as above mentioned,
long-term equity investment at equity and otherenir liabilities were adjusted for a decrease
both of $256 thousand.

Translation of functional currency of foreignesations

Under R.O.C. GAAP, various indicators are comprehaly adopted to identify functional
currency. Under IFRSs, IAS No. 21 “The EffectsGifanges in Foreign Exchange Rates”
rules that the primary indicators should be considdirst and then the secondary indicators in
the determination of functional currency. Accoglito the rules, the overseas associates and
subsidiaries change their functional currency frohs. dollars to N.T. dollars and adjust
retroactively the balances of assets and liakslitre N.T. dollars at the date of transition to
IFRSs. As of December 31, 2012 and January 1,,20&2financial assets carried at cost of
the Company increased by $74,403 thousand and &b&lbusand, respectively; loss on
valuation of financial instruments of the Compangreased by zero and $12,576 thousand,
respectively.

Investment property
Under R.O.C. GAAP, a property held under an opegdtase may be classified as other assets,
under IFRSs, property held to earn rentals or abpjipreciation or both should be reclassified

to investment property.

As of December 31, 2012 and January 1, 2012, tmep@ny’s properties held under operating
leases reclassified to investment property were7880thousand and zero, respectively.

- 45 -



C.

Special reserve recognized at the date of transi

According to Rule No. 1010012865 issued by the tdied Supervisory Commission (FSC) on April 6,
2012, in the first-time adoption of IFRSs, the Campis required to record special reserve equi€o
total amount of unrealized revaluation incrementsl aumulative translation differences under
stockholders™ equity reclassified to retained ew®iin accordance with IFRS 1; however, if the
amount of the credit adjustments to retained egeat the date of transition to IFRSs is smallanth
the total amount of unrealized revaluation incret®end cumulative translation differences, only the
amount of the credit adjustments to retained egmis reclassified to special reserve. Reserve is
reversed proportionately when using, disposing reathssifying the related assets. As of January 1,
2012, the amount of accumulated deficit was recmghilosses, so the Company did not recognize
special reserve.

The Company’s aforementioned assessment is lmasélde 2010 version of IFRSs translated by the
ARDF and on the Guidelines Governing the Prepamatib Financial Reports by Securities Issuers
issued by the FSC on December 22, 2011. Howelkierassessment result may be impacted as the
FSC may issue new rules governing the adoptiorrBSk, and as other laws and regulations may be
amended to comply with IFRSs. Actual results mdfgdfrom these assessments.
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