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Independent Auditors' Review Report

The Board of Directors
LANNER ELECTRONICS INC.:

We have reviewed the accompanying consolidated balance sheets of LANNER ELECTRONICS INC. and
subsidiaries (the Group) as of September 30, 2016 and 2015, the related consolidated statements of
comprehensive income for the three months and nine months ended September 30, 2016 and 2015, as well as the
changes in equity and cash flows for the nine months ended September 30, 2016 and 2015. These consolidated
financial statements are the responsibility of the Group's management. Our responsibility is to issue a report on
these consolidated financial statements based on our review. We did not review the financial statements of
LANNER ELECTRONICS USA INC. with the total assets of $460,591 thousand and $517,984 thousand,
constituting 10.77% and 12.66%, respectively, of the related consolidated total assets; and the income
amounting to $333,730 thousand, $335,141 thousand, $1,001,533 thousand and $878,628 thousand, constituting
23.07%, 24.60%, 22.70% and 22.89%, respectively, of the related consolidated total comprehensive income for
the three months and nine months ended September 30, 2016 and 2015, respectively.

Except as described in the third paragraph, we conducted our review in accordance with Statement of Auditing
Standards No. 36 "Review of Financial Statements". A review consists principally of applying analytical
procedures to financial data and making inquiries of persons responsible for financial and accounting matters. It
is substantially less in scope than an audit conducted in accordance with the auditing standards generally
accepted in the Republic of China, the objective of which is the expression of an opinion regarding the
consolidated financial statements taken as a whole. Accordingly, we do not express such an opinion.

We were unable to obtain the reviewed financial statements of certain subsidiaries of the Group in the first
paragraphs, which represent the total assets amounting to $296,978 thousand and $122,983 thousand,
constituting 6.95% and 3.01%, respectively, of the related consolidated total assets; and the total liabilities
amounting to $26,733 thousand and $2,047 thousand, constituting 1.51% and 0.11% of the related total
liabilities as of September 30, 2016 and 2015, respectively; the total comprehensive income amounting to
$19,061 thousand, $6,182 thousand, $25,824 thousand, and $7,862 thousand, constituting 22.49%, 1.67%,
11.85% and 1.74%, respectively, of the related consolidated total comprehensive income for the three months
and nine months ended September 30, 2016 and 2015, respectively.

KPMG, a Taiwan partnership and a member firm of the KPMG network of indep
firms affiliated with KPMG International Cooperative ("KPMG International’), a S




KPIMG:

Based on our review and the reports of the other auditors, except for those mentioned in the third paragraphs, if
the financial statements of certain subsidiaries of the Group had been reviewed by an auditor, which may have
resulted in adjustments to the financial statements, we are not aware of any material modification that should be
made to the consolidated financial statements referred to in the first paragraph in order for them to be in
conformity with the "Regulations Governing the Preparation of Financial Reports by Securities Issuers" and
International Accounting Standard 34 "Interim Financial Reporting" endorsed by the Financial Supervisory
Commission.

KM

KPMG
November 11, 2016

Note to Readers

The accompanying consolidated financial statements are intended only to present the consolidated financial position, results of operations and
consolidated cash flows in accordance with the Regulations Goveming the Preparation of Financial Report by Securities Issuers and 1AS 34 Interim
Financial Reporting as endorsed by the Financial Supervisory Commission in the Republic of China and not those of any other jurisdictions, The
standards, procedures, and practices to review such financial statements are those generally accepted and applied in the Republic of China.

The independent auditors' review report and the accompanying consolidated financial statements are the English translation of the Chinese version
prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of, the English and Chinese language
auditors’ report and financial statements, the Chinese version shall prevail.



Assets

Current assets:

Cash and cash cquivalents (note 6(a))
Financial asscts at fair value through profit or loss— current (note 6(b))
Motes receivable, net (note 6(c))
Accounts tecsivable, net (note 6{(<))
Other receivables {note 6(c))
Current income tax assets
Inventorics {note 6(d))
Other {inancial assets— current {note 8)
Prepayments
Other current asscts

Total current nssets

Nen-current assets:

Financial assets carricd at cost— non-currént (note 6(¢))
Property, plant and equipment {notes 6(g) and 8)
Prepayments for equipment
Intangible asscts (note G(hY)
Deferred income tax assets
Other non-sumrent asscts (note 7)

‘Total non-current assets

Total assets

See accompanying notes to the consolidated financial statements.

Reviewed only as of September 30, 2016 and 2015, not audited in accordance with generally accepted auditing standards
LANNER ELECTRONICS INC. AND SUBSIDIARIES
Consolidated Balance Sheets
September 30, 2016, December 31 and September 30, 2015
(Expressed in thousands of New Taiwan dollars)

September 30,  December 31,2015 September 30,
2016 2015 .
Anmount % Amount % Amount % Litbilities and Stockhelders® Equity

Current liabilities:

1 468,578 11 412,427 10 484239 12 Short-term debts (notes 6(i) and 8)
1,003 - - - - - Long-term debts, current portion (notes 6(i) and 8)
17972 - 12,506 - 28,744 L Financial tiabilitics at fair value through profit or loss-~current (notes 6(b)
914,290 21 1,061,641 25 814276 20 and 6(3))
28,180 1 646 - 6417 - Notes poyable
14,212 - - - - - Accounts payable
1,370,857 32 1,415992 33 1,387,728 M Accounts payable due to related partics (note 7)
147,191 3 37,139 1 38,519 - Current tax liabilities
66,944 3 68,155 2 62,135 2 Otler payables (notes 6(r) and 6{q))
4565 _ 1 39699 1 43699 _ 1 Provisions—current {notes 6{k) and 9)
3,073983 _ 72 3048205 _72 2.870.767 _70 Bonds payable, current portion (note 6(j))
Other current liabilities (note 5{q))
S0 - 1,000 - 1,000 - Total current liabllities
1,127,187 27 1,157,649 27 1,110,591 27 Non-current liabilities:
1,394 - 18,343 - 67,191 2 Financial liabilities at fair value through profit or loss—non-current (notes
494 - - - - - 6(b) and 6(5))
54,307 1 54,708 1 34,742 1 Lang-term debls {notes 6(i) and 8)
8776 - 1674 _ - 7.653 _ - Long-term deferred revenue (nole 6(q))
1,200,658 28 1,239,374 28 1,221,177 30 Deferred income tax liabilities
Accrued pension liabilities
Other non-current lizbilitics
Taotal non-cutrent liabilities
Total liabilities
Equity attributable to shareholders of the parent (notes 6(j), 6(m) and &(n)):
stock:
Common stock
Advance receipts for share capital
Capital surplus
Retained carnings:
Legal reserve
Speeial reserve
Unappropriated retained casnings
Other equity:
Financial statements translation difTesences for foreign operations
Treasury stock
Total stockholders’ equity
Non-tontrolling interests
—— —_— Total equity
$_ 4274641 100 4,287,579 100 4,091,944 100 Total liabilities and stockholders' equity

September 30, December 31, 2015 September 30,
2016 2015
Amount % Amount Y Amount %

5 54,719 1 42,604 1 53,157 I

1,878 1,966 1,976

- - - - 863 -

- - - - 200 -
716,315 17 829,130 19 817,975 20
- - 6,480 - 398 -
36,372 1 51,221 1 29,753 1
517,932 12 496,313 12 422,787 10
43,076 1 32,630 1 24,497 1
119,877 3 223,505 5 222,262 5
114267 _ 3 126,926 _ 3 147,006 _ 4
1.604.436 _ 38 1.810.775 _42 1.720.964 _ 42
- - 23 - 4% -
39,135 © 1 42,440 1 43,140 1
34,332 1 32,881 1 26,993 1
68,231 1 68,241 1 50,377 1
29,169 1 29,168 1 27,569 1
510 - 552 _ - 631 _ -
171,377 _ 4 173,305 _ 4 148,756 _ 4
£.775,813 _42 1.984,080 _ 46 1,869,720 _ 46
984,078 23 975,008 23 082,208 24
27223 _ 1 - - - -
[,011.300 _24 _ - 975008 _23 082208 _ 24
__ 566,894 _ 13 462,135 _ 11 462,609 _ 11
194,899 4 163,059 4 163,059 4
2,225 - 2225 - 2,225 -
650,176 _15 628,724 _ 15 539,272 _ 13
847,300 _ 19 794068 _ 19 704,556 _ 17
(20,579) _- 19995 _ - 41838 _ 1
- - - - (20,180) _ -
2404916 _ 56 2.251,146 _ 53 2.171.031 _53
93912 _ 2 52353 _ 1 51,193 1
2498828 _ 58 2,303,499 _ 54 2,222224 _ 54
3 __ 4274641 & 4,287,579 & 4,091,944 _100




Reviewed only, not audited in accordance with generally accepfed aundifing standards
LANNER ELECTRONICS INC. AND SUBSIDIARIES
Consolidated Staternents of Comprehensive Income
For the three months and nine months ended September 30, 2016 and 2015

(Expressed in thousands of New Taiwan dollars)

For the three months ended September  For the nine months ended September

36 30
2016 2015 2016 2015
Amount %  Amount % Amount % Amount %
Operating revenue (notes 6(q) and 7) $ 1,446,510 100 1,362,087 100 4,412,866 100 3,837,694 100
Operating cost (notes 6(d), 6(1}, 6(n), 6(r} and 7) 1.021.096 _ 71 941,531 _69 _3.170.613 _72 _ 2735553 _ 171
Gross profit, net 425414 29 420,556 _31 _ 1242253 _28 _ 1,102,141 _29

Operating expenses (notes 6(c), 6(I}, 6(n), 6(r) and 7):

Selling expenses 127,431 9 111,753 8 397,122 o 294,115 8
Administrative expenses 77.941 5 91,005 7 239,443 6 258,607 6
Research and development expenses 114,236 _ 8 104,541 _ 8 324.846 _ 7 299635 _ 8
Total operating expenses 319,608 _22 307,299 _ 23 961411 _22 852357 _22
Operating profit 105,806 _ 7 113257 _ 8 280842 _ 6 240.784 _ 7
Non-operating income and expenses (notes 6(j), 6(s) and
T .
Other income 17,964 1 6,581 1 60,640 1 36,615 1
Other gains and losses ann - 30,547 2 (21,598) - 6,826 -
Financial costs (1953 _ - 2131y - (6917 _ - (6010 _ -
Total non-eoperating income and expenses §894 1 34997 _ 3 33025 _ 1 37431 _ 1
Net income before tax 114,700 8 148,234 1 313,967 7 287,215 8
Less: income tax expenses (note 6(m)) 4,681 _ - 24369 _ 2 49686 _ 1 67713 __ 2
Net income 110,019 _ 8 123,885 _ 9 264281 _ 6 219502 _ 6

Other comprehensive income (loss):

Items that may be reclassified subsequently to profit

or loss:

Financial statements translation differences for foreign

operations

(25283) (2) 26879 2 (46408) (1) 11,578 -

Income tax expense relating to components of other

comprehensive income (loss) - - - - - - - -

Total Items that may be reclassified subsequently to

profit or loss (25.283) _(2) 26,879 _ 2 (46.408) _ (1) 11,578 _ -
Other comprehensive Joss, net of tax (25,283) _(2) 26,879 __ 2 (46.408) _ (1) 11578 _ -
Total comprehensive income g 84736 _ £ 150,764 _ 11 217.873 5 231080 _ &

Net inrcome attributable to:

Shareholders of the parent $ 101,845

7 121,583 9 248,302 6 212,037 6
Non-controlling interests 8174 _ 1 2302 _ - 15979 - 7465 _ -
§__110019 _ 8 123885 _ ¢ 264,281 _ 6 219,502 __6

Total comprehensive income attributable to:
Shareholders of the parent $ 79,675 6 146,467 11 207,728 5 222,669 6
Non-controlling interests 5061 _ - 4297 _ - 10,145 _ - 8411 -

$ 84736 6 _ 150,764 _11 ___217.873 _ 5 __ 231080 _ 6

Basic earnings per share {(in New Taiwan dollars) (note § 1.02 1.24 2,53 2.19
6(p)

Diluted earnings per share (in New Taiwan dollars) $ 0.98 1.17 242 2.04
{note 6(p))

See accomparnying notes to the consolidated financial statements.



Balance on January 1, 2015
Appropriations and distributions:

Legal reserve

Cash dividends

Stock dividends
Net income
Cther comprehensive income
Total comprehensive income
Conversion of convertible bonds
Retirement of treasury share
Remuncration cost of employee stock options
Stack options exercised by employees
Inerease in capital from employce bonus
Balance on September 30, 2015
Balance on January 1, 2016
Appropriations and distributions:

Legal rescrve

Stock dividends
Nct incame
Qther comprehensive loss
Total comprehensive income (loss)
Conversion of convertible bonds
Remuneration cost of employee stack options
Stock options cxercised by employees
Changes in non-conirelling interests from acquisition of subsidiarics
Due to donated assets reccived
Balance on September 30, 2016

Reviewed only, not audited in accordance with generally accepted auditing standards

LANNER ELECTRONICS INC. AND SUBSIDIARIES
Consolidated Statements of Changes in Equity
For the nine months ended September 30, 2016 and 2015

(Expressed in thousands of New Taiwan dollars)

Equity attributable to sharehalders of the parent

Financial
statements
Common stock Retained sarnings transiation Total equity
Advance differences for atiributable to MNon-
Cammon recelpts for Capital Legal Special Unappropriat- foreign Treasury sharcholders controlling Total
stock share eapital Tatal surplus reserve reserve od carnings Total operations stock of the parent interests Equity
$ 908,114 - 908,114 384,347 132,687 2,225 539,231 674,143 31,206 - 1,997,810 42,782 2,040,592
- - - - 30,372 - (30,3712) - . . . - -
- - - - - - (135,21%) (136,218) - - (136,218) - (136,218}
45,406 - 45,406 - - - (45,406) (45,406) - - - - -
- - - - - - 212,037 212,037 - - 212,037 7,465 219,502
- - - - - - - - 10.632 - 10,632 946 11578
- - - - . - 212,037 212,037 10.632 - 222,669 8411 231.080
8,779 - 8,779 28,134 - - - - - - 36,913 - 36,913
B “ - - - - - - - (20,180) (20,180) - (20,180)
- - - 900 - - - - - - 900 - 900
7,687 - 7.687 8,148 - - - - - - 15,835 - 15,835
12,222 - 12,222 41,080 - - - - - - 53,302 - 53302
5 982,208 - 982,208 462,609 163.08% 2,225 539,272 704,556 41,838 {20,180) 2,171,031 51,193 2,222,224
$ 975,008 - 975,008 462,135 163,059 2,225 628,724 794,008 19,995 - 2,251,146 52,353 2,303,459
- - - - 31,840 - (31,340) - - - - - -
- - - - . - (195,010) {195,010) - - (195,010 - (195,010)
- - - - - - 248,302 248,302 - - 248,302 15979 264,281
- ' - - - - = - - {40.574) - (40,574) (5.834) (46.408)
- - - - - - 248,302 248,302 {40.574) - 207,728 10,145 217,873
754 27,223 27,977 79,322 - - - - - - 107,299 - 107,299
- - - 6,972 - - - - - - 6,972 - 6,972
8,316 - 8306 1,651 - - - . - - 15,967 - 15,967
- - - B - - - - - - - 30,333 30,333
- - - 190.814 - - - - - - 10.814 1.081 11.895
B 984,078 27,223 1,011,301 566,894 94,899 2225 50,176 847,300 (20.579) - 2,404,918 93,912 2498828

See accompanying notes to the consolidated financial statements,



Reviewed only, not audited in accordance with generally accepted auditing standards
LANNER ELECTRONICS INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the nine months ended September 30, 2016 and 2015

{Expressed in thousands of New Taiwan dollars)

Cash flews from operating activities:
Consolidated net income before tax
Adjustments:
Adjustments to reconcile profit and loss
Depreciation
Amortization
Bad debt (reversed) provision
Net loss (gain) on financial assets and Habilities at fair value through profit or loss
Interest expenses
Interest income
Remuneration cost of employee stock options
Loss on disposal of property, plant and equipment, net
Total adjustments to reconcile profit and loss
Changes in assets / liabilities relating to operating activities:
Net changes in operating assets:
Financial assets at fair value through profit or loss
Notes receivable
Accounts receivable (incleding related parties)
Other receivables
Inventories
Prepayments
Cther current assets
Other finanacial assets
Total changes in operating assets, net
Net changes in operating liabilities:
Financial liabilities at fair value through profit or loss
Notes payable
Accounts payable (including related parties)
Other payables
Provisions
Other current liabilities
Accrued pension liabilities
deferred revenue
Totai changes in operating liabilities, net
Total changes in operating assets / liabilities, net
Total adjustments
Cash provided by operating activities
Interest income received
Interest paid
Income itaxes paid
Net cash provided by operafing activities
Cash flows from investing activities:
Proceeds from capital reduction of financial assets at cost
Acquisition of subsidiaries (after deduction of cash obtained)
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Increase in refundable deposits
Increase in other financial assets
Decrease (increase) in prepayments for equipment
Net cash used in investing activities
Cash flows from financing activities:
Increase in short-term debts
Decrease in short-term debts
Repayment of [ong-term debts
Decrease in other non-current liabilities
Cash dividends paid
Exercise of employee share options
Purchase of treasury stock
Net cash used in financing activities
Effects of changes in exchange rates
Increase in cash and cash equivalents
Cash and eash equivalents at beginning of period
Cash and eash equivalents at end of period

See accompanying notes to the consolidated financial statements.

Nine months ended September 30

2016 2015
$ 313,967 287215
73,306 54411
962 -
4,847 (292)

(1,133) 26

5917 6,010
{3,135) £1,203)
6,972 900

911 18
88.647 59.870
107 -

(4,566) (9,704)
250,752 137,452
£26,255) (3,972)
316,761 (359,000)

12,141 10,161
(20,169) {18,130)

30.104 %))
558,875 (243.196)

. 863
. 200
(482,612) 194,578

16,009 39,211

10,446 6,657
(13,284) 36,286

1 2)

2,076 5.883

(467.274) 283,676

91.601 40.480
180,248 100,350
494,215 387,565

3,160 1,201

(2,243) (1,172)
{64.535) {54.263)
430,597 333,331

500 -
8,780 -
(39,621) - (60,177)
4,931 2,200
(1,102) (2.219)
(140,181) (36,208)
2,366 (53.751)
{164.327) (150,155)
104,838 -
(90,000) (50,000)
(1.463) (1,422)
(@2) (137
{195,010) (136,218)
15,967 15,835
- {20.180)
(165.710) (192,122)
(44.409) 11.465

56,151 2,519

412,427 481.720
8 468,578 484,239
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Reviewed only as of September 30, 2016 and 2015, not audited in accordance with generally accepted auditing
standards

LANNER ELECTRONICS INC. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
September 30, 2016 and 2015

(Expressed in thousands of New Taiwan dollars unless otherwise stated)

Organization and Business Scope

LANNER ELECTRONICS INC. (the Company) was incorporated on October 30, 1986, under the laws of
the Republic of China (ROC). The Company and its subsidiaries (the Group) are mainly engaged in the
manufacturing and trading of computer peripheral equipment, computer software design and development
services, and related information processing trade business.

Financial Statements Authorization Date and Authorization Process

These consolidated financial statements were reported to the Board of Directors and issued on November
11, 2016.

New Standards and Interpretations Not Yet Adopted

(a) Impact of the International Financial Reporting Standards ("IFRSs"} endorsed by the Financial
Supervisory Commission, R.O.C. ("FSC") but not yet in effect

According to Ruling No. 1050026834 issued on July 18, 2016, by the FSC, public entities are
required to conform to the IFRSs which were issued by the International Accounting Standards Board
(IASB) before January 1, 2016, and were endorsed by the FSC on January 1, 2017 (excluding IFRS 9
"Financial Instruments”, IFRS 15 "Revenue from Contracts with Customers", and others which have
yet to be approved by the FSC in order for them to take effect) in preparing their financial statements,
The related new standards, interpretations and amendments are as follows:

Effective date per
New, Revised or Amended Standards and Interpretations IASB

Amendments to IFRS 10, IFRS 12 and IAS 28 "Investment Entities: Applying January 1, 2016
the Consolidation Exception”

Amendments to IFRS 11 "Accounting for Acquisitions of Interests in Joint January 1, 2016
Operations”

IFRS 14 "Regulatory Deferral Accounts™ January 1, 2016
Amendment to IAS 1 "Disclosure Initiative" January 1, 2016

Amendments to IAS 16 and IAS 38 "Clarification of Acceptable Methods of Jamnary 1, 2016
Depreciation and Amortization™

Amendments to TAS 16 and IAS 41 "Agriculture: Bearer Plants” January 1, 2016
Amendments to IAS 19 "Defined Benefit Plans: Employee Contributions" July 1, 2014
Amendment to IAS 27 "Equity Method in Separate Financial Statements" January 1, 2016
Amendments to IAS 36 "Recoverable Amount Disclosures for Non-Financial January 1, 2014
Assets"

Amendments to IAS 39 "Novation of Derivatives and Continuation of Hedge January 1, 2014
Accounting”

Annual improvements cycles 2010-2012 and 2011-2013 - hily 1,2014
Annual improvements cycle 2012-2014 January 1, 2016
IFRIC 21 "Levies" Januvary 1, 2014

(Continued)



(b)

2
LANNER ELECTRONICS INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

The Group assessed that the initial application of the above IFRSs would not have any material
impact on the consolidated financial statements.

Newly released or amended standards and interpretations not yet endorsed by the FSC

A summary of the new standards and amendments issued by the IASB but not yet endorsed by the
FSC as of the end of reporting date is as follows:

Effective date
New, Revised or Amended Standards and Interpretations per IASB
IFRS 9 "Financial Instruments” ) January 1, 201§
Amendments to [FRS 10 and IAS 28 "Sale or Contribution of Assets Between an  Effective date to
Investor and Its Associate or Joint Venture" be determined by
IASB

IFRS 15 "Revenue from Contracts with Customers" January 1, 2018
IFRS 16 "Leases" : January 1, 2019
Amendment to IFRS 2 "Clarifications of Classification and Measurement of Januvary 1, 2018
Share-based Payment Transactions"”
Amendment to IFRS 15 "Clarifications of IFRS 15" . Januvary 1, 2018
Amendment to IAS 7 "Disclosure Initiative" ' January 1, 2017
Amendment to IAS 12 "Recognition of Deferred Tax Assets for Unrealized January 1, 2017
Losses” -

The Group is still currently determining the potential impact of the standards listed below:

Issuance / Release

Dates Standards or Interpretations Content of amendment
May 28, 2014 IFRS 15 "Revenue from IFRS 15 establishes a five-step model for
April 12,2016 Contracts with Customers™" recognizing revenue that applies to all

contracts with customers, and will supersede
1AS 18 "Revenue," IAS 11 "Construction
Contracts," and a number of revenue-related
interpretations.

Final amendments issued on April 12, 2016,
clarify how to (i) identify performance
obligations in a confract; (ii} determine
whether a company is a principal or an agent;
(iii) account for a license for intellectual
property (IP); and (iv) apply transition
requirements.

(Continued)



3
LANNER ELECTRONICS INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

Issuance / Release
Dates Standards or Interpretations Content of amendment

November 19,2013  IFRS 9 "Financial Instruments" The standard will replace IAS 39 "Financial
July 24, 2014 Instruments: Recognition and Measurement”,
and the main amendments are as follows:

+ Classification and measurement: Financial
assets are measured at amortized cost, fair
value through profit or loss, or fair value
through other comprehensive income,
based on both the entity's business model
for managing the financial assets and the
financial assets' contractual cash flow
characteristics. Financial liabilities are
measured at amortized cost or fair value
through profit or loss. Furthermore, there is
a requirement that "own credit risk"
adjustments be measured at fair value
through other comprehensive income,

Impairment: The expected credit loss
model is used to evaluate impairment.

Hedge accounting: Hedge accounting is
more closely aligned with risk management
activities, and hedge effectiveness is
measured based on the hedge ratio.

January 13, 2016 IFRS 16 "Leases" The new standard of accounting for lease is
amended as follows:

« For a contract that is, or contains, a lease,
the lessee shall recognize a right-of-use
asset and a lease liability in the balance
sheet. In the statement of profit or loss and
other comprehensive income, a lessee shall
present interest expense on the lease
liability separately from the depreciation
charge for the right-of use asset during the
lease term.

A lessor classifies a lease as either a
finance lease or an operating lease, and
therefore, the accounting remains similar
to JIAS 17.

{Continued)



4
LANNER ELECTRONICS INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

Issuance / Release
Dates Standards or Interpretations Content of amendment
June 20, 2016 Amendment to IFRS 2 The amendments, which were developed
"Clarifications of through the IFRS Interpretations Committee,
Classification and provide requirements on the accounting for:
Measurement of S.hare“-based > the effects of vesting and non-vesting
Payment Transactions conditions on the measurement of cash-

seftled share-based payments;

» share-based payment transactions with a
net settiement feature for withholding tax
obligations; and

+ a modification to the terms and conditions
of a share-based payment that changes the
classification of the transaction from cash-
settled to equity-settled.

The Group is evaluating the impact on its financial position and financial performance of the initial
adoption of the abovementioned standards or interpretations. The resuits thereof will be disclosed
when the Group completes its evaluation.

(4) Significant Accounting Policies

The consolidated financial statements are the English translation of the Chinese version prepared and used
in the Republic of China. If there is any conflict between, or any difference in the interpretation of, the
English and Chinese language financial statements, the Chinese version shall prevail.

Except for the following, the significant accounting policies applied in these consolidated financial
statements are consistent with those applied in the consolidated financial statements for the year ended
December 31, 2015. For related information, please referred to note 4 of the consolidated financial
statement for the year ended December 31, 2015.

(a) Statement of compliance

These interim consolidated financial statements have been prepared in accordance with the
"Regulations Governing the Preparation of Financial Reports by Securities Issuers” ("Regulations")
and IAS 34 Interim Financial Reporting endorsed by the FSC, but do not present all the disclosures
required for a complete set of annual consolidated financial statements prepared in accordance with
the International Financial Reporting Standards, International Accounting Statements, IFRIC
Interpretations, or SIC Interpretations endorsed by the FSC.

(Continued)



5
LANNER ELECTRONICS INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

(b) Basis of consolidation

Percentage of ownership

Name of Name of subsidiary Scope of  September December September Note
investor business 30,2016 31,2015 30,2015
The Company LANNER ELECTRONICS USA, INC. Trading of 100.00 % 100.00 % 100.00 %
(LANNER (USA)) computer
’ peripheral
products
The Company LANNER ELECTRONICS Investing 100.00% 100.00 %  100.00 %
(MAURITIUS) INC. (LANNER
(MAURITIUS))
The Company ~ LEI TECHNOLOGY CANADA INC.  Trading of 100,00 %  100.00 %  100.00 %
(LED) computer
peripheral
products

LANNER LANCOM HOLDING CO., LTD. Investing 100.00 % 100.00 %  100.00 %

(MAURITIUS) (LANCOM)

LANCOM Beijing L&S Lancom Platform Trading of 9091 %  50.91 % 50.91 %

Technology Co., Ltd, (L&S) computer
peripheral
products
L&S Beijing LSZC Investment Co., Ltd. Investing 100.00 % - % - % Note 1
(LSZC)

Beijing LSZC  Dongguan Lihua Haiwell Tech. Co., Manufacture 100.00 % - % - % Note 2

Investment Co., Lid. (Haiwell) and sale of PC

Ltd. equipment

Beijing LSZC  Bejjing HDZX Technology Co., Ltd. Manufacture 42,99 % - % - % Note 3

Investment Co., (HDZX) of PC and 4

Ltd. equipment

Note 1: In January 2016, the Board of Directors decided to establish Beijing LSZC Investment Co., Ltd.; and the
registration process had already been were completed. The amount of investment was CNY10,000 thousand
(TWD49,566 thousand).

Note2: In February 2016, the Board of Directors passed a resolution to acquire 100% ownership of Dongguan Lihua
Haiwell Tech. Co., Lid. The process was completed in March 2016 with the acquisition price of CNY3,700
thousand (TWD18,339 thousand). In addition, the Group increased its investment of CNY3,080 thousand
(TWD15,266 thousand) in March 2016. .

Note 3: In February 2016, the Board of Directors passed a resolution to acquire 42.99% ownership of Beijing HDZX
Technology Co., Ltd. The process had been completed in March 2016, with the acquisition price of CNY3,137
thousand (TWID15,550 thousand).

Note 4; Lanner helds Jess than 50% of the ownership of Beijing LSZC Investment Co., Ltd. However, considering the

.proportion of the remaining shares held by the management of the Group, the Group still holds contro! over Beijing

LSZC Investment Co., Ltd. and its operation. As such, Beijing HDZX Technology Co., Ltd. is considered to be a
subsidiary of the Group.

(Continued)
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Notes to the Consolidated Financial Statements

Business combination

The Group uses the acquisition method for its business combination. Goodwill is measured as an
aggregation of the consideration transferred (which generally is measured at fair value at the
acquisition date) and the amount of any non-controlling interest in the acquiree, including non-
controlling interests that belong to the acquiree, net of the acquisition-date amounts of the identifiable
assets acquired and liabilities assumed. If the residual balance is negative, the Group shall re-assess
whether it has correctly identified all of the assets acquired and liabilities assumed, and recognize a
gain on the bargain purchase thereafter.

All the transaction costs incurred for the business combination are recognized immediately as the
Group's expenses when incurred, except for the issuance of debt or equity instruments.

If the initial accounting for a business combination is incomplete by the end of the reporting period
(referred to as reporting date) in which the combination occurs, the Group shall report in its financial
statements the provisional amounts for the items for which the accounting is incomplete. During the
measurement period, the Group shall retrospectively adjust the provisional amounts recognized at the
acquisition date, or recognize the additional assets or liabilities to reflect the new information
obtained about facts and circumstances that existed as of the acquisition date. The measurement
period shall not exceed one year from the acquisition date.

Non-controlling interests that are present ownership interests which entitle their holders to a
proportionate share of the entity’s net assets in the event of liquidation are measured by the Group
using either the fair value on acquisition date or the non-controlling interests® proportionate share of
the recognized amounts of the acquiree’s identifiable net assets. The choice of measurement is based
on every transaction. Other types of non-controlling interests are measured (1) at fair value on the
acquisition date or (2)by using other basis in accordance with the IFRSs endorsed by FSC.

Intangible assets
i)  Goodwill

Goodwill arises from business combinations in which the acquisition method is adopted, and is
recorded at cost, less, accumulated impairment losses.

if) Customer relations

The customer relations due from acquisition is assessed to amortize using a direct method of 3-
year basis. The face value of the customer relations is measured by deducting the accumulated
amortization or impairment from the cost.

Empioyee benefits

Pension cost for an interim period is calculated on a year-to-date basis by using the actuarially
determined pension cost rate at the end of the prior fiscal year plus any adjustments for significant
post-market fluctuations, curtailments, settlements, or other one-time events.

(Continued)
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LANNER ELECTRONICS INC. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(f) Income tax

Income tax expense for the period is best estimated by multiplying pretax income of the reporting
period by the effective annual tax rate which was forecasted by the management. The outcome is then

fully recognized as current tax expense.

Temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their respective tax bases shall be measured based on the tax rates that have been
enacted or substantively enacted at the time the asset or liability is recovered or settled, and be
recognized directly in equity or other comprehensive income as tax expense.

Significant Accounting Judgments and Sources of Estimation and Uncertainty

The preparation of the interim consolidated financial statements is in conformity with IAS 34 “Interim
financial reporting” endorsed by FSC. The standard requires management to make judgments, estimations
and assumptions that affect the application of the accounting policies and the reported amount of assets,
liabiiifies, income and expenses. Actual results may differ from these estimates.

During the preparation of the interim consolidated financial statements, except for additional information,
the management adopts similar method used in accounting policy judgements and assumptions which are
in conformity with note 5 of the consolidated financial statement for the year ended December 31, 2015.

Description of Significant Accounts

Except as explained in the following paragraphs, there are no significant differences in description of
significant accounts from financial statements as of December 31, 2015. For the related information,
please refer to note 6 of the consolidated financial statements for the year ended December 31, 2015.

(a) Cash and cash equivalents

'September 30, December3l, September 30,
2016 2015 2015
Cash . $ 1,256 1,780 1,127
Working capitat 80 80 80
Demand deposits 254,942 141,828 259,602
Checking deposits . 7,047 2,192 1,726
Time deposits 7,827 8,193 8,233
Foreign currency deposits 197.426 258.354 213.471
Cash and cash equivalents per $ 468,578 412.427 484,239

consolidated statements of cash flow

Please refer to note 6(t) for the interest rate risk and the fair value sensitivity analysis of the financial

assets and liabilities of the Group.

(Continued)
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(b) Financial assets and liabilities at fair value through profit or loss

September 30, December 31, September 30,
2016 2015 2015

Financial assets held for trading:

Derivative instruments not used for S 1,003 - -
hedging

September 30, Pecember 31, September 30,
2016 2015 2015

Financial liabilities at fair value though
profit or loss:

Convertable bonds $ - 23 46
Financial liabilities held for trading:

Derivative instruments not used for - - 863
hedging
Total S - 23 9209

Please refer to note 6(s) for net gains or losses on disposal of financial assets and liabilities
remeasured at fair value through profit or loss.

The Group uses derivative financial instruments to manage exposures due to fluctuations of foreign
exchange risk derived from its operating activities. As of September 30, 2016 and 2015, the Group
reported the following derivative financial instruments as available-for-sale financial assets and
liabilities without the application of hedge accounting:

Contract
Fair value Currency amount
September 30, 2016
Forward Contracts $ 1,003 USD,/TWD 3,400
September 30, 2015
Forward Contracts $ (863) USD,/TWD - 450

As of September 30, 2016 and 2015, the maturity dates of the derivative financial liabilities were
between November 2, 2016 and January 25, 2017, and November 3, 2015, respectively.

{(Continued)
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Notes to the Consolidated Financial Statements

(c) Notes and accounts receivable (including related parties) and other receivables

September 30, December 31, September 30,

2016 2015 2015
Notes receivable b 17,072 12,506 28,744
Accounts receivable, net 024,602 1,067,195 819,018
Other receivables 28,180 646 6,417
Less: allowance for impairment 10,312 5.554 4742
S 959,542 1,074,793 849,437

The Group has not provided any notes receivable, accounts receivable (including related parties) or
other receivables as collateral or factoring for cash.

The aging of the Group's past due but not impaired receivable were as follows:

September 30, December 31, September 30,

2016 2015 2015
Past due 1~30 days $ 47,085 75,355 100,881
Past due 31~90 days 24,967 38,288 25,492
Past more than 91 days . 10,646 13,353 835
' S 82,698 126,996 127,208

The movement in the allowance for impairment with respect to notes and accounts receivable and
other receivables were as follows:

Individually Collectively
assessed assessed
impairment impairment Total
Balance on January 1, 2016 $ 5,554 - 5,554
Impairment loss recognized 4,847 - ' 4,847
Effect of changes in exchange rates (89) - (89
Balance on September 30, 2016 $ 10,312 - 10,312
Individually Collectively
assessed assessed
impairment impairment Total
Balance on January 1, 2015 $ 4,998 - 4,998
Impairment loss reversed (292) - (292)
Effect of changes in exchange rates 36 - 36
Balance on September 30, 2015 $ 4,742 - 4,742

(Continued)
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Notes to the Consolidated Financial Statements

(d) Inventories

(e)

The components of the Group's inventories were as follows:

September 30, December 31, September 30,

2016 2015 2015
Merchandise $ 1,157 3,139 5,613
Finished goods 687,515 695,068 667,113
Work in process 251,705 270,031 268,647
Raw material 430.480 447,754 446,365
Total $ 1,370,857 1,415,992 1,387,738

Inventories are measured at the lower of cost and net realizable value. Hence, the Group makes
judgment and estimates which shortens the life cycles of electronic products, the net realizable value
of inventory for financial statement. Due to the rapid technology change, which shortens the life
cycles of electronic products, the Group assessed the financial statement decrease to net realizable
value of inventory at cost which is cansed by normal wear and tear, obsolescence or no market value
of the amount and cost of inventory write-downs to net realizable value. Valuation of the inventory is
based according to the estimated future demand for its products. Hence, there is a possiblity for the
valuation to have a significant fluctuation.

As of September 30, 2016, December 31 and September 30, 2015, the Group's inventories are not
pledged as collateral.

Aside from charging operating costs through the ordinary sale of inventox-'ies, other gains and losses
directly recorded under operating costs were as follows:

Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Loss on market value of inventory S (4.463) 10,693 15,030 26.439

For the three months ended September 30, 2016, the Group revised the allowance for loss on
inventory when it was sold or used, for which the allowance had been previously provided.

Financial assets carried at cost—noncurrent

Ownership  Investment
Yo cost Amounnt

September 30, 2016
Alliance III venture Capital Corp. 1.00 § 500 500

(Continued)
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Ownership  Investment

% cost Amount
December 31, 2015
Alliance III venture Capital Corp. 1.60 § 1,060 1,000
Ownership  Investment
% cost Amount
September 30, 2015
Alliance III venture Capital Corp 1.00 § 1,000 1,000

In August 2016, Alliance III venture Capital Corp, one of the Group investments carried at cost,
executed a capital reduction by cancelling 5,000 thousand of its shares amounting to $50,000
thousand, which had already been distributed to its shareholders. Therefore, the Group had received
$500 thousand, which resulted in a reduction of 50 thousand shares from Alliance IIl venture Capital
Corp.

The Group has assessed the recoverable amount of the investment on Hua Dian (Beijing) Technology
Ltd. is less than the book value. Therefore, the Group has recognized the entire investment as
impairment loss. Further, the Group disposed the entire investment in August 2015.

Business combination

In February 2016, the Board of Directors has decided to obtained 100% shares of Dongguan Lihua
Haiwell Technology Co., Ltd. and 42.99% shares of Beijing HDZX Technology Co., Ltd. for $18,339
thousand (CNY3,700 thousand) and $15,550 thousand (CNY3,137 thousand), respectively.

i)  Dongguan Lihua Haiwell Technology Co., Ltd.

The Group has obtained control over Dongguan Lihua Haiwell Technology Co., Ltd. on March
1, 2016 (acquisition date) and the payment for the acquisition has been made.

The acquisition of Dongguan Lihua Haiwell Technology Co., Ltd. allows the Group to expand
its product capacity in China to meet future demands.

For the period from the acquisition date to September 30, 2016, the net income after tax
attributed to the Group amounted to $(6,985) thousand. If the acquisition occured on January 1,
2016, the management estimates that the net income after tax for the period from January 1,
2016 to September 30, 2016 will increase to $262,833 thousand. The aforementioned amounts
were based on the management’s assumptions that the acquisition took place on January 1, 2016
and that the ad_]ustments of the temporarily determined fair value on the acquisition date remain
unchanged.

(Continued)
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The major categories and fair values of acquired assets and liabilities are as follows:
i.  The transfer consideration of $18,339 thousand was paid in cash.
ii. Identifiable assets and liabilities obtained

The fair values of identifiable assets acquired and liabilities assumed on the date of
acquisition are as follows:

Property, plant and equipment $ 135
Inventories 232,108
Accounts receivable 54,582
Cash and cash equivalent , 10,538
Other current and non-current assets 11,028
Accounts payable (287,932)
Other current liabilities (2,120)
$ 18,339

The gross contractual amounts of accounts receivable totaled $54,582 thousand. The amount is
expected to be collectible on the acquisition date.

If there is any information indicating that facts and circumstances exist on the acquisition date
which leads to an adjustment to the above provisional amounts, or any additional provisions as
of the acquisition date, within-one year from the acquisition date, then the acquisition accounting
will be revised.

Beijing HDZX Technology Co., Ltd.

The Group has obtained the control over HDZX on March 1, 2016 (acquisition date) and fhe
payment for the acquisition had already been made.

The achISltIOIl of HDZX allows the Group 1o increase its product types, which is mainly power-
saving products.

For the period from the acquisition date to September 30, 2016, the operating revenue and net
income after tax attributed to the Group amounted to $160,549 thousand and $5,667 thousand,
respectively. If the acquisition occured on January 1, 2016, the management estimates that the
operating revenue and net income after tax for the period from January 1, 2016 to
September 30, 2016 will increase to $4,428,248 thousand and $263,838 thousand, respectively.
The aforementioned amounts were based on the management’s assumptions that the acquisition
took place on January 1, 2016 and that the adjustments of the temporarily determined fair value
on the acquisition date remain unchanged.

{Continued)
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The major categories and fair values of acquired assets and liabilities are as follows:

i.

ii.

iii.

The transfer consideration of $15,550 thousand transferred was paid in cash.
Identifiable assets and liabilities obtained

The fair values of identifiable assets acquired and liabilities assumed on the date of
acquisition are as follows:

Property, plant and equipment b 180
Identifiable intangible assets—customer relations 5,017
Inventories 39,518
Accounts receivable ' 53,577
Cash and cash equivalent 32,129
Other current and non-current assets 1,183
Accounts payable (75,385)
Other current liabilities (3.397)

$____ 52,822

The following fair values of the assets and liabilities have been determined on a temporary
basis:

' The fair value of the identifiable intangible asset acquired was temporarily determined to be

$5,017 thousand. The valuation of the said intangible asset has not yet been completed.
Customer relations were mainly from HDZX's market share. Synergy is expected to arise
from the business combination of the Company and the Group.

The gross contractual amounts of accounts receivable totaled $53,577 thousand. The
amount is expected to be collectible on the acquisition date.

If there is any information indicating facts and circumstances exist on the acquisition date
which leads to an adjustment to the above provisional amounts, or any additional provisions
as of the acquisition date, within one year from the acquisition date, then the acquisition
accounting will be revised.

Goodwill

Goodwill arising from the acquisition is as follows:

Consideration transfer $ 15,550
Plus: Fair value of acquiree’s original interests 11,896
Plus: Non-controlling interests 30,333
Less: Fair value of identifiable net assets acquired 52.822
Goodwill arising on acquisition b 4,957

The recognition of goodwill do not expect to have any impact on tax.

(Continued)
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iv. Non-controlling interest

Fair value of the non-controlling interest of HDZX amounted to $30,333 thousand. The fair
value is determined based on a market approach and an income approach. The measurement
of fair value was estimated using unobservable parameters, indicating that the measurement
belongs to the third hierarchy of the fair value. The key model inputs used for determining
the fair value are as follows:

1)  An assumed discount rate of 21% to 25%;
2)  Final values are based on 2.5% to 4% long-term growth rate;

3)  Assumed that financial multiplier of a company is similar to that of Beijing HDZX
Technology Co., Ltd.; and

4) Market participants take into consideration the controlling power and liquility of
HDZX when measuring the fair value of its non-controlling interest.

(g) Property, plant and equipment

(h)

The cost, depreciation, and impairment of the property, plant and equipment of the Group were as
follows:

- Other Construction

Land Buildings Machinery  equipment  in progress Total
Carrying value:
January 1, 2016 $ 501490 396,190 44,160 213.768 2,041 1,157,649
September 30, 2016 3 500,132 386,002 37077 203,976 - 1,127,187
September 30, 2015 $ 501,638 399,517 50,29% 157,831 1,306 1,110,591

For the nine months ended September 30, 2016 and 2015, the Group did not have any significant
purchase, disposal, impairment or reversal on fixed assets. For depreciation expense of the current
period, please refers to note 12(a). For other relative information, please refers to note 6{(e) of the
annual consolidated financial statements.

Please refer to note 8 for the information of the pledged property, plant and equipment, as of
September 30, 2016, December 31 and September 30, 2015.

Intangibie assets
Customer
Goodwill relation Total
Carrying value:
September 30, 2016 $ 4,730 3,764 8.494

Goodwill and customer relations were obtained by acquiring subsidiaries in March 2015. For
amortization expense, please refer to note 12(a).

{Continued)
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(i) Short-term and long-term borrowings
The details, terms and clauses of the Group's short-term and long-term borrowings were as follows:

iy  Short-term borrowings

September 30, 2016
Maturity
Currency Interest rate year Amount
Unsecured loans RMB 5.22 2017 % 14,018
Unsecured loans USD 2.9033 2017 __ 40,701
Total ' hY 54,719
December 31, 2015
Maturity
Currency Interest rate year Amount
Unsecured loans uspD 2.5762 2016  § 42.604
September 30, 2015
Maturity
Currency Interest rate year Amount
Unsecured loans RMB 6.72 2015 $ 10,345
Unsecured loans USsD 2.5762 2016 42.812
Total : $ 53,157

As of September 30, 2016, December 31 and September 30, 2015, the unused credit facilities of
the Group's short-term borrowings amounted to $877,345, $870,000 and $870,000 thousand
respectively.

ii) Long-term borrowings

September 38, 2016
Maturity
Currency Interest rate year Amount
Secured loans UsD 2.9889 2020 8 41,013
Current b 1,878
Non-current 39,135
Total $ 41,013

(Continued)
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December 31, 2015
Maturity
Currency Interest rate year Amount
Secured loans USD 2.4490 2020 8 44,406
Current : i 1,966
Non-current 42,440
Total $ 44.406
September 30, 2015
Maturity
Currency Interest rate year Amount
Secured loans : UsD 2.4086 2020 b 45,116
Current $ 1,976
Non-current 43.140
Totai h 45,116

iii} Collateral of loans

The Group has applied for mortgage loan by providing its assets as collateral. For relative
information, please refer to note 8.

Bonds payable
The Company issued unsecured convertible bonds as follows:

September 30, December 31, September 30,

2016 2015 2015
Total amount of convertible Bonds 3 400,000 400,000 400,000
Discount on bonds payable unamortized (223) (4,195) (5,438)
balance
Accumulated converted balance (279.900) (172.300) (172.300)
Bonds payable of ending balance b 119,877 _223.505 222.262
Embedded Derivatives —put option and $ - (23) (46)
call option (financial liability at fair
value through profit or loss—non-
current)
Equity component—conversion options S 6,057 11,483 11.483

(Capital surpluses — Share options)

(Continued)
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Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Embedded Derivatives —put option and $ - 221 - (26)
call option measured at fair value
through profit or loss (reported in other
gains and losses)
Interest expenses (financial costs) $ 1,167 1,236 3,671 3.952

The Group did not have any significant change on the information and regulation of the convertible
bonds. For relative information, please refers to note 6(g) of year-ended 2015 of the consolidated
financial statements for further information.

Provisions
September 30, December 31, September 30,
2016 2015 2015
Warranty $ 36,706 26,260 18,127
Legal 6.370 6,370 6,370
Total h 43,076 32,630 24.497

For the nine months ended September 30, 2016 and 2015, the Group did not have any significant
change on the provisions. Please refer to note 6(h) of the year-ended 2015 of the consolidated
financial statements for relative information.

Employee benefits
i}  Defined benefit plans

In the prior fiscal year, there was no material volatility of the market, material reimbursement
and settlement or other material one-time events. As a result, pension cost in the condensed
consolidated interim financial statements was calculated and disclosed on a year-to-date basis by
using the actuarially determined pension cost rate as of December 31, 2015 and 2014.

The Group's expenses recognized in profit or loss were as follows:

Three months ended Nine months ended
September 30 September 30

2016 2015 2016 2015
Operating costs $ 115 127 358 356
Selling expenses 39 35 124 103
Administrative expenses 78 - 87 232 236
Research and development expenses 73 67 208 190
Total $ 305 316 922 885

(Continued)
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ii) Defined contribution plans

The Group's expenses (under pension plan cost) to the Bureau of Labour Insurance and the local
government were as follows:

Three months ended Nine months ended
September 30 September 30

2016 2015 2016 2015
Operating costs $ 1,742 2,018 5,391 5,866
Selling expenses 1,999 1,135 4,547 3,372
Administrative expenses 1,361 1,124 5,770 3,223
Research and development expenses 3.794 2,625 9.201 7.487
Total $ 8.896 6,902 24,909 19,948

(m) Income tax

Income tax expense was best estimated by multiplying pretax income for the interim reporting period
by the effective tax rate which was forecasted by the management.

The Group's income tax expense are as follows:

Three months ended Nine months ended
September 30 . September 30
2016 2015 2016 2015
Current tax expenées
Current period : ' $ 20,632 24,369 - 66,654 66,913
Adjustment for prior period (15.951) - (16.968) 800
Income tax on continuing operations $ 4.681 24,369 49,686 67.713

The tax authorities have assessed the Company's income tax return for 2014. However, as the tax
authorities ruled that extra taxes of $36,896 thousand be paid for 2014 and 2013, the company is
intended to appeal to the court for re-assessment.

As of September 30, 2016, the Group does not have significant changes on the amount of loss carry-
forward and expiration dates on its subsidinary. Please refer to note 6(j) of year-ended 2015
consolidated financial statements for further information.

Information related to the unappropriated earnings and tax deduction ratio is summarized as below:

September 30,  December 31, September 30,

2016 2015 2015
Unappropriated earnings of 1997 and $ - - -
before
Unappropriated earnings of 1998 and 650,176 628,724 539,272
after
$ 650,176 628,724 539,272

(Continued)
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September 30, December 31,  September 30,
2016 2015 2015

Balance of imputation credit account $ 92,240 66,067 64,692

After the Group's income tax returns were examined and assessed by the tax authorities, the
imputation tax credit ratio of earnings to be distributed in 2016 was estimated at 15.87%. The actual
imputation tax credit ratio of earnings distributed in 2015 was 14.26%.

Capital and other equity

With 100,000 thousand shares and each share amounting to $10, the total value of the nominal
ordinary shares both amounted to $1,000,000 as of September 30, 2016, December 31 and September
30, 2015. 98,408 thousand, 97,501 thousand and 98,221 thousand shares of common stocks were
issued, respectively. All issued shares were paid up upon issuance.

A reconciliation of the Company's outstanding shares of three-month periods in 2016 and 2015 is as
follows:

Unit: thousands shares
Nine months ended September 30

2016 2015
Balance at January 1 ) 97,501 : 90,811
Stock dividends _ - 4,541
Stock options exercised by employees 832 769
Conversion of convertible bonds 75 878
Capitalization of employee bonus - 1,222
Balance at September 30 98,408 98,221

i)  Issuance of common stock

For the nine-month period ended September 30, 2016, the Company issued 832 thousand shares
of common stocks, as its employees exercised their stock options at $18.4 per share. The
registration process has been completed, and the amount of money obtained through the issuance
of stocks is recorded under common stock.

For the nine-month period ended September 30, 2016, $107,600 thousand of the puttable
convertible bonds issued by the Company were converted to 2,798 thousand shares at $39.80 and
$38.10 per share. As of September 30, 2016, the Company isstied 2,722 thousand shares of
common stocks, as puttable convertible bonds. However, since the registration process has not
yet been completed, the amount of money obtained through the issvance of stocks if recorded
under Advance receipts for share capital.

The Company's issuance of common stocks in 2015 was due to the capitalization of employee
and stockholder bonus, conversion on puttable convertible bonds, and exercise of employee
stock options. For details, please refer to note 6(k} to the consolidated financial statement for the
year ended December 31, 2015.

(Continved)
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Capital surplus
The corﬁposition of the Company's capital surplus are as follows:

September 30, December 31, September 30,

2016 2015 2015

Share premium from issuance $ 524,996 430911 434,096
Changes in equity of associates and 16,693 5,879 5,879

joint ventures accounted for vsing

equity method
Employee share options _ 11,945 6,659 3,948
Share options 6,057 11,483 11,483
Employee share options expired 7.203 7,203 7,203

b 566.894 462,135 462,609

In accordance with the ROC Company Act, realized capital reserves can only be reclassified as
share capital or distributed as cash dividends after offsetting losses. The aforementioned capital
reserves include share premiums and donation gains. In accordance with the Securities Offering
and Issuance Guidelines, the amount of capital reserves to be reclassified under share capital
shall not exceed 10% of the actual share capital amount.

Retained earnings

The Company's articles of incorporation require that after-tax earnings from the current year
shall first be used to offset any prior year's deficit and pay income tax; and 10% of the remaining
balance shall be set aside as legal reserve. The appropriation for legal reserve is discontinued
when the balance of the legal reserve equals the total authorized capital. Special reserve may be
appropriated for operations or to meet regulations. After the distribution of dividends, the
remaining earnings, if any, may be appropriated according to the proposal presented in the
annual stockholders' meetings by the board of directors.

After the abovementioned appropriation, in order to operate proper investment and maintain
Capital adequacy ratio simultaneously, the Company uses the Residual dividend policy to
measure its monetary demand for the future according to its budget planned for the following
years, then executes financial intermediation with retain earnings, after which, distributes cash
dividends with the remaining earnings, which should not less than 30% of the total dividends
amount. :

In accordance with the revised ROC Company Act, the supervisor's emoluments and employee
bonuses are not appropriated from distributable earnings. The Company will revise the
Company's articles of incorporation before the official due date. Please refer to note 6(r).

(Continued)
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The appropriations of 2015 and 2014 earnings as dividends to stockholders that were the board
of directors on June 16, 2016, and is subject to the Company's shareholders approval on June 18,
2015. The relevant dividend distributions to shareholders were as follows:

Dividends distributed to common
stockholders:

Cash
Stock
Total

iv) Treasury stock

2015 2014
Amount Amount
per share per share
(NT Total (NT Total
dollars) Amount dollars) Amount

$ 1.9713 195,010 1.4732 136,218
- - 0.4910 45.406
$__ 195.010 181,624

There was no purchasing of treasury stock between January 1 and September 30, 2016. Please
refer to note 6(k) of the consolidated financial statement for the year ended December 31, 2015
for the purchasing and retiring of treasury stock in 2015.

v) Other equities (net of tax)

Balance at January 1, 2016

Foreign exchange differences arising
from net assets of foreign operation

Balance at September 30, 2016
Balance at January 1, 2015

Foreign exchange differences arising
from net assets of foreign operation

Balance at September 30, 2015

(o) Share-based payment

Foreign exchange
differences arising

from foreign Non-controlling

operation interests Total
$ 19,995 5,031 25,026
(40,574) (5,834) (46,408)
3 (20,579) {803) (21,382)
h 31,206 6,172 37,378
10,632 946 11,578
s 41,838 7.118 48,956

Among all the stock options the Group provided to its employees on June 7, 2012, 600 and 589 units
were exercised during for the nine months ended September 30, 2016 and 2015, respectively; please
refer to note 6(1) of the consolidated financial statement for the year ended 2015 for details.

(Continued)
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(p) Earnings per share
The calculations of the Group's basic earnings per share and diluted earnings per share are as follows:

i)  Basic earnings per share

Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Net income attributable to ordinary
shareholders of the Company $__ 101.845 121,583 248,302 212,037
Weighted-average number of ) :
ordinary shares 99,623 98.054 98,224 96.646
Basic earnings per share (in NT
dollars) h 1.02 1.24 2.53 2.19
it} Diluted earnings per share
Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Net income of the company $ 101,845 121,583 248,302 212,037
Effect of after tax interest expense of 969 1,069 3,047 3,281

conversion bonds

Net income attributable to ordinary  §____ 102,814 122,652 251,349 215318
shareholders of the Company

Weighted-average number of 99,623 98,054 08,224 96,646
ordinary shares (basic)

Impact of potential common shares :
Effect of employee stock bonus 396 493 1,403 1,660

Effect of employee stock option 1,297 788 1,117 1,407
Effect of conversion bonds 3.152 5.721 3.152 5,721
Weighted-average number of 104,468 105,056 103,896 105,434
ordinary shares (diluted) .
Diluted earnings per share (in NT 3 0.98 1.17 242 2.04
dollars) :

For calculation of the dilutive effect of the stock option, the average market value is assessed
based on the quoted market price where the Company’s option is outstanding.

(Continued)
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(@) Revenue

)

The details of the Group's revenue for the three months and nine months ended September 30, 2016
and 2015 were as follows:

Three months ended Nine months ended

September 30 September 30
2016 2015 2016 2015
Sale of goods $_ 1446510 _ 1,362,087 _ 4.412.866 _ 3,837.694

The net unearned revenue for the consolidated company amounted to $1,784 thousand, $2,324
thousand, $2,665 thousand and $5,883 thousand, for the three months and nine months ended
September 30, 2016 and 2015, respectively. As of September 30, 2016, December 31 and September
30, 2015, the accumulated unearned revenue amounted to $55,983 thousand, $54,138 thousand and
$50,677 thousand, respectively, which were booked due to identifiable services to be rendered. '

Remuneration to employees, directors and supervisors

In accordance with the Company's article, the Company should contribute 10% to 20% of its profit as
employee remuneration, and no greater than 2% as directors' and supervisors' remuneration, when
there is profit for the year. However, if the Company has accumulated deficits, the profit should first
be used to offset the deficit. The amounts of remuneration to each director and supervisor, as well as
the remuneration to employees, are subject for approval during the board of directors’ meeting,.

For the three months and nine months ended September 30, 2016, the estimated amounts of employee
remuneration were $17,351 thousand and $43,689 thousand, respectively, and the estimated amounts
of directors' remuneration were $1,780 thousand and $4,481 thousand, respectively. The estimated
amounts mentioned above were according to the Company's articles of incorporation, and were
recorded as operating cost or operating expenses in the respective periods. The differences between
the estimated amounts and those recognized in the financial statements approved by the Board of
Directors and announced to the public, if any, shall be accounted for as changes in accounting
estimates and recognized in profit or loss in the following year.

For the three months and nine months ended September 30, 2015, the Company acerued the estimated
employee remuneration of $19,019 thousand and $35,280 thousand, respectively, and directors'
remuneration of $2,189 thousand and $3,817 thousand, respectively. Such amounts were estimated by
the previous articles of the Company, and recorded as cost of sales or operating expenses. The above
information can be accessed in note 6{0) of the consolidated financial statements for the year ended
December 31, 2015.

The Company estimated its employee compensation and directors’ remuneration amounting to
$54,193 thousand and $5,558 thousand, respectively, for the year 2015, which was identical to the
actual distribution. The information mentioned above can be accessed on Market Observation Post
System website.

(Continued)
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(s) Non-operating income and expenses

i)

iii)

Other income
The details of the Group's other income were as follows:

Three months ended

Nine months ended

September 30 September 30
2016 2015 2016 2015
Rent income $ 201 201 602 620
Interest incoime 592 264 3,135 1,203
Others 17,171 6,116 56.903 34,792
$ 17.964 6,581 60,640 36,615

Other gains and losses
The details of the Group's other gains and losses were as follows:

Three months ended

Nine months ended

September 30 September 30
2016 2015 2016 2018

Gain (loss)-on foreign exchange ~ $ {6,564) 30,970 (21,003) 9,535
Valuation gain (loss) on financial 175 (545) 1,133 (889)

-assets
Loss on disposal of property, plant (730) 2) {911) (18)

and equipment
Others (losses) gains 2 124 (817 (1.802)

b (7.117) 30,547 (21,598 6,826

Finance costs
The details of the Group's finance costs are as follows:

Three months ended

Nine months ended

September 30 September 30
2016 2015 2016 2015
Interest expenses —convertible $ 1,167 1,236 3,671 3,952
bonds
Interest expenses — short-term loans 786 895 2.246 2,058
)} 1,953 2,131 5917 6.010

{Continued)
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Financial instruments

Except for the contention mentioned below, there was no significant change in the fair value of the
Group's financial instruments and in the degree of exposure to credit risk, liquidity risk and market

risk arising from financial instruments. For the related information, please refer to note 6(q) of the
consolidated financial statements for the year ended December 31, 2015.

i) Creditrisk

As of September 30, 2016, December 31 and September 30, 2015, the major client contributed
approximately 30%, 30% and 34% of total receivables, respectively. The other four clients

contributed no more than 20%, 22% and 19% of total receivables, respectively.

ii) Liquidity risk

The following table shows the contractual maturities of financial liabilities, including estimated
interest payments and excluding the impact of netting agreements.

September 30, 2016
Non-derivative financial labilities
Short-term debts
Bonds payable
Accounts payable {including related parties)
Other payables
Long-term debts (including current portion)

December 31, 2015
Non-derivative financial liabilities

Financial liabilities at fair value through profit or loss
—non-current

Short-term debts

Bonds payable

Accounts payable

Other payables

Long-term debts (including current portion)

September 30, 2015
Non-derivative financial liabilities

Financial liabilities at fair value through profit or loss
—curent

Financial liabilities at fair value through profit or loss
—non-current

Short-term debts

Bonds payable

Notes payable

Accounts payable (including related parties)
Other payables

Long-terin debts (including current portion)

Carrying Contracteal  Within a Owver 5
amount cash flows year 1-2 years 3-5 years years
3 54,719 56,293 56,293 - - -
119,877 115,877 119,877 - - -
716,315 716,315 716,315 - - -
241,263 241,263 241,263 - - -
41,013 45615 2089 2,089 4.178 39,348
5 1,173,187 1,179,363 1,135,837 2,089 4,178 39,348
$ 23 23 23 - - -
42,604 43,154 43,154 - - -
223,505 223,505 223,505 - - -
835,610 835,610 835,610 - - -
220,382 220,382 220,382 - - -
44,406 49.304 2,183 2,183 6,549 38,389
5 1,366,530 1,371,978 1,324,857 2,183 6,549 38,389
3 863 863 863 - - -
46 46 45 - - -
53,157 54,230 54,230 - - -
222,262 222262 222,262 - - -
200 200 200 - - -
818,373 818,373 818,373 - - -
191,754 191,754 191,754 - - -
45,116 50,283 2202 2,202 6,606 39,275
$_ 1,331,771 1,338,013 1,289,930 2,202 6,606 39,275

The Group does not expect the payment matured in advance significantly or differ from original

value.

(Continued)
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iii) Currency risk

i

Exposure to foreign currency risk
The Group's significant exposure to foreign currency risk was as follows:

Foreign Exchange
currency rate NTD

September 30, 2016.
Financial assets:
Monetary items:
USD (note) $ 37,980 31.3080 1,189,077
Financial liabilities:
Monetary items:
USD (note) $ 24,463 31.3080 765,877
December 31, 2015
Financial assets:
Monetary items:
~ USD (note) $ 40,113 32,7720 1,314,589
Financial liabilities:
Monetary items:
USD (note) $ 20,539 32.7720 673,109

‘September 30, 2015

Financial assets:
Monetary items:
USD (note) 3 36,724 32.9320 1,209,401
Financial liabilities:
Monetary items:
USD (note) h) 22,629 32.9320 745,202

Note: Amounts are designated before consolidation.

The Group's exposure to foreign currency risk arises from the translation of foreign
currency exchange gains and losses on cash and cash equivalents, trade and other
receivables and trade payables that are denominated in foreign currency. A weakening
(strengthening) 1% of appreciation (depreciation) of the TWD against the USD as of
September 30, 2016 and 2015 would have increased or decreased the net profit by $11,219
and $11,699 thousand, respectively. The analysis is performed on the same basis for both
periods. Since the Group has a variety of functional currencies, gain or loss due from
foreign currency exchanges is presented in aggregation.

For the nine months ended September 30, 2016 and 2015, gain (loss) resulted from foreign
currecncy exchange (including realized and unrealized) amounted to $(21,003) and $9,535
thousand, respectively.

(Continued)
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Interest rate analysis

Please refer to the note for liquidity risk management and the Group's interest rate exposure
to its financial liabilities.

The following sensitivity analysis is based on the risk exposure of the interest rate on
derivative and non-derivative financial instruments on the reporting date. Regarding assets
with variable interest rates, the analysis is on the basis of the assumption that the amount of
asscts outstanding at the reporting date was outstanding throughout the year.

If the interest rate increases or decreases by 1% and all other variables remain constant, the
Group’s net incomes for the nine months ended September 30, 2016 and 2015 will decrease
or increase by $795 and $816 thousand, respectively. This resulted mainly from the Group’s
borrowings in floating interest rates.

iv) Information of fair value

i.

Categories and fair value of financial instruments

Except for the followings, carrying amount of the Group's financial assets and liabilities are
valuated approximately to their fair value. No additional disclosure is required in
accordance with the Regulations.

September 30, 2016
Fair value
Carrying
amount Level 1 Level 2 Level 3 Total
Financial assets at fair value
through profit or loss
Derivative financial assets $ 1,003 - 1,003 - 1,003
for hedging
December 31, 2015
Fair value
Carrying
amount Level § Level 2 Level 3 Total
Financial liabilities at fair
value through profit or loss
Derivative financial $ 23 - 23 - 23
liabilities for hedging
September 30, 2015
Fair value
Carrying
amount Level 1 Level 2 Level 3 Total
Financial liabilities at fair
value through profit or loss
Derivative financial $ 909 - 909 - 909

liabilities for hedging

(Continued)
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ii. Valuation techniques and assumptions used in fair value determination

The financial instruments of the Group are evaluated by using the publicly-adopted
valuation models. Forward contracts are referred to the evaluation outcomes from financial
institutions, Convertible bonds are measured by using the binary tree valuation model with
consideration of the parameters of stock shares fluctuations and risk-free interests.

(w) Financial risk management

The objective and policies of the consolidated company are identical to those disclosed in note 6(r) of
the consolidated financial statement for the year ended 2015.

(v) Capital management

The disclosure of objectives, policies and procedures of the Group's capital management are the same
as those specified in the consolidated financial statements for the year ended December 31, 2015; and
there were no significant changes in the Group's collective quantitative information from those
- disclosed in the consolidated financial statements for the year ended December 31, 2015. For related
information, please refer to note{s) of the consolidated financial statements for the year ended
December 31, 2015,

{7) Related-party Transactions

(a) Significant related party transactions

y

Operating revenue

The amounts of significant sales transactions between the Group and related parties were as
follows:

Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Othe_r related parties $ - 97 - 17,694 795

There are no significant differences between the selling prices and the collection terms with the
other related parties and those with general clients. No collaterals were pledged for the
receivables from related parties, and no bad debt expenses should be booked after assessment.

Purchases

The amounts of purchase transactions between the Group and related parties were as follows:

Three months ended Nine months ended
September 30 September 30
2016 2015 2016 2015
Other related parties $ - 333 498 512

There were no significant differences in purchase prices and payment terms between related
parties and non-related suppliers.

{Continued)
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iii) Payables to related parties

The payables due to related parties were as follows:

Type of related  September 30,  December31, September 30,
Accounts parties 2016 2015 2015
Accounts payable Other related $ - 6,480 398
parties

Purchase of other assets

. In March 2015, the Group paid $18,339 thousand (CNY3,700 thousand) to acquire 100% shares

of Dongguan Lihua Haiwell Technology Co., Ltd. from the key management.
Leases

A lease contract with the period from June 2015 to May 2020 was signed with other related party
on April 25, 2015. In accordance with the contract, the group provided $175 as deposit and
booked the same amount under non-current asset. Rent for the three months and nine months
ended September 30, 2016 and 2015 amounted to $330 thousand, $344 thousand, $990 thousand
and $944 thousand, respectively. There were no outstanding balance as of September 30, 2016,
December 31 and September 30, 2015.

Key management personnel compensations

Key management personnel compensation comprised:

Three months ended

Nine months ended

September 30 September 30
2016 2015 2016 2015
Short-term employee benefits $ 25,584 49,269 70,135 74,096
Post-employment benefits 234 141 711 494
$ 25,818 49,410 70,846 74,590

(Continued)
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(8) Pledged Assets

The carrying values of pledged assets were as follows:

September 30, December 31,  September 30,
Pledged assets Object 2016 2015 2015

Certificate of deposits  Guarantee for customs $ 2,302 2,275 2,274

(recorded under

other financial

assets — current)
Land Guarantee for long 415,041 416,399 416,548

and short-term debts '

Building and Guarantee for long 269,531 277,615 279,972

structures and short-term debts

$ 686.874 696,289 698,794

©)

Significant Commitments and Contingencies

The Group's former employee has sued the Group for joint and several liabilities of $10,963. In April 2012,
Taiwan Supreme Court has ruled that the Company should pay the compensation of $5,290 plus, a 5%
annual interest rate starting from October 14, 2007. The Group and another accused both appezled to the
Supreme Court concerning the aforementioned matter. The Supreme Court handed the case back over to
the High Court for re-assessment. The High Court then overruled the lawsuit against the plaintiff in
November 2014. However, since the plaintiffs disagreed with the verdict, they filed another appeal 1o the
Supreme Court, and the case is still in progress. As of September 30, 2016, December 31 and September
30, 2015, the Group estimated the debt provision to be $6,370 due to the aforementioned lawsuit.

(10) Losses due to major disasters: None.

(11) Subseguent events: None.
(12) Others

(a) The following is a summary statement of employec benefits, depreciation and amortization expensed

by function:
By function| Three months ended September 30, 2016 Three months ended September 30, 2015
Operating | Operating Operating | Operating
By nature costs expenses Total cosis expenses Total
Employee benefits :
Salary 40,478 182,310 222,788 47,887 163,125 211,012
Labor and health insurance 3,540 10,360 13,930 3,137 9,168 12,305
Pension 1,857 7,344 9,201 2,145 5,073 7,218
Others 2,680 6,082 8,762 2,604 5,496 8,100
Depreciation 11,582 14,001 25,583 8,789 10,062 18,851
lAmortization - 402 402 - - -

(Continued)
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By function! Nine months ended September 30, 2016 Nine months ended September 30, 2015
Operating Operating Operating Operating
By item costs expenses Total costs expenses Total
Employee benefits
Salary 132,471 520,237 652,708 141,232 462,705 603,937
Labor and health insurance 11,158 31,520 42,718 11,005 27.837 38,842
Pension 5,749 20,082 25,831 6,222 14,611 20,833
Others §,070 17,956 26,026 8,149 16,264 24413
Depreciation 32,985 40,321 73,306 25,588 28,823 54,411
Amortization - 962 962 - - -

(b} Operating and seasonality

The Group's operations were not affected by seasonal and cyclical factors.

(Continued)
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{13) Other Disclosures

(a) Information on significant transactions

The following is the information on significant transactions required by the "Regulations Governing the Preparation of Financial
* Reports by Securities Issuers" for the Group for the nine months ended September 30, 2016:

i)
i)

i)

Loans extended to other parties: None.
Guarantees and endorsements for other parties: None.

Information regarding securities held on balance sheet date (Investment in subsidiaries, associates and joint ventures were
excluded):

LUnit: thousand dollars/thousand shares

Natare and name Relationship September 30, 2016
Name of holder with the security Acrount ngme Numher of Holding Market {Remarks|
of sccurity issuer . sharcs Book value | percentage value
[Stock:
[The Company |Alliance M Venture Capital - [Financial assets carried at 50 500 1.00% 500 -
KCarp. eost— non current

Note: Completely booked as impairment loss.
Accumulated holding amount of a single security in excess of $300 million or 20% of the paid-in capital: None.

Acquisition of real estate in excess of $300 million or 20% of the paid-in capital: None.
Disposal of real estate in excess of $300 miltion or 20% of the paid-in capital: None.

Sales to and purchases from related parties in excess of $100 million or 20% of the paid-in capital:

Unit: thousand dollars
The status and reason for
Transaction details deviation from arm’s- Accomut / note reccivable
Name of lenpth transection bl
Company Counter-party Relationship | Purchase / Percentage of | Credit Percentage of total {Remarks
Sale: Amount | fotal parchases/ | period | Unit price [Credit period] Balance accounts / notes
- sales receivable {payable)
[The Company LANNER Subsidiary Sales (789,252 {23) %50 days - - 283,975 31 % (Nate 1)
FLECTRONICS USA| .
INC.
[The Company [Dongguan Lihua ubsidiary [ales (293,768, ={9) %460 days - 58,362 6 % (Note 1)
[Haiwell Technology - .
Co., Ltd.
[ihe Company  JLEI Technology ubsidiary [Sales (232412 7 %120 days . 123,726 14 % (Note 1)
Canada Ltd. . 1
Dongguan Liwa  [Beijing L & S Lavcom [Subsidiary [ales (543,545 L)) 0 days - - - % {Notc 1}
Flaiwell TechnologyiPlatform of .
ICo., Ltd. echnology CO., Ltd.
Note 1:  The transactions within the Groug were climinated in the consolidated financial statements.

viii) Receivables from related parties in excess of $100 million or 20% of the paid-in capital:

ix)

Unit: thousand dollars

Name of related Balance of | Turnover Overdue amount Amounts received in | Allowances
Counter-party | Relationship |receivables from for bad
party related party rate Amount Action taken | snbsequent period debts
[The Company LANNER [Subsidiary 283.975 3.22 - 110,676 -
[ELECTRONICS (Note) g (Until November 11,
USA, INC. 2016}
[The Company LEI Technology  [Subsidiary 123,726 2.89 - 68,548 -
Canada Ltd. - (Note) - Until November 11,
[2016)

Note: The transactions within the Group were eliminated in the consolidated financial statements.
Financial derivative instruments transactions: Please refer to note 6(b).

(Continuned)
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X} Business relationships and significant intercompany transactions:

Unit: thousand doliars

Name of counter- Existing Transaction details
relfationship Percentage of the total
No. | Name of company with the Account name Amount Trading terms consolidated revenue
party counter-party or total assets
0 [The Company ILANNER 1 Sales 789,252 |No significant differences 17.89%
IELECTRONICS USA,
INC.
0 {The Company Beijing L. & S Lancom 1 Sales 51,741 [No significant differences 1.18%
[Platform of Technology
ICO., Ltd.
0 [The Company ILEI Technology Canada 1 Sales 232,412 120 days 5.27%
Ltd.
0 [The Company Dongguan Lihua 1 Sales 293.768 [No significant differences 6.66 %
[Taiwell Technology
Co., Lid.
0 [The Company LANNER 1 |Accounts receivable 283,975 |No significant differcaces 6.64 %
ELECTRONICS USA, :
INC.
0 [The Company [LLEI Technology Canada ] Accounts receivable 123,726 (120 days 289 %
Ltd.
0 [The Company IDongguan Lihua 1 |Accounts receivable 58.362 [No significant differences 1.37 %
Haiwell Technology
Co., Ltd.
1 [Dongguan Lihua  [Beijing L & S Lancom 3 Sales 543,545 [No significant differences 12.32%
Haiwell Technology [Platform of Technology
ICo., Ltd. ICO., Ld.
1 [Dongguan Lihua  [Beijing L & S Lancom 3 |Advance sales 62,324 No significant differences 1.46 %
[Haiwell Technology [Platform of Technology receipts
KCo., Lid. ICO.. Lid.
2 [BeijingL & S [Beijing HDZX 3 Sales 83,258 [No significant differences 1.89%
Lancom Platform of [Technology CO., Ltd.
[Technology CO.,
Ltd.
2 [BeijingL & 8 [Beijing HDZX 3 lAccounts receivable 27,493 Mo significant differences 0.64 %
[Lancom Platform of [Technology CO., Ltd,
[Technelogy CO.,
L1d.

Note 1: Company numbering is as follows:
(1)} Parentcompany is 0.
(2) Subsidiary starts from 1.

Note

2:

(1} “I” represents downstream transactions.

(2} “2” represents Lpstream transactions.

(3} “3" represents sidestream transactions.
(b) Tnformation on investees:

The number of the relationship with the transaction counterparty represents the following:

The following is the information on investees for the nine months ended September 30, 2016:

Unit: thoustnd dollaryfthousand shares

Narme of investor Original cost Ending balance Nel income | Imvestment
invesior invesiee Addresc Scope of business September 30, December 31,]  Shares | Ratio of | Book value | of investee income | Remarks
2016 2015 shares {losses)

IThe Company JLANNER (USA) UsA [Trading el computer periphesal squipnient 80,633 80,633 2350 100y 53,455 5517 5517 (Mote i)
IThe Company - ANNER (MAURITIUS) i ing 84,990 84,590 2,653 100 % 535,485 74853 MB853| (Nolel)
{The Company LE! Canada [Trading of computer peripheral equipisient 56,936 56,936 2000| 00y 15,295 11,324 11,324 (Note )
I ANMNER. (MAURITIUS) EANCOM Samoa [lvesting 78,251 78,251 2,603 009 578,982 7701 7,701 | (Nole 1}
Notel: A aounts have by d upon

(Continued)
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{¢) nformation on investment in Mainland China:

i)

ii)

iii)

Information on investment in Mainland China:

Uny: thoognd dollarg.
Name of invesios . Issucd | Method of Cuntulative Investment flow during Cumulative Nel income. { Birect £ indirect | Investient | Book value | Accumulated
Stope of business investment |investment (smount) carrent peciod investment invetment  |income ¢loss) remittance of
in Mainland China capital {Note1) | from Taimwmo as of {Remi from Taiwan as of | on investee halding {Notc2) {Nole 2) eArnings in
January 1, 2006 | amoupd | namount | September30, 1016 ptroentage current period
froifngL & § Lancom  [Trading of computer 105283 (@31 75,982 = B 75,982 TBEI5| 00 % TLE50 560,963 -
Platform of Technotogy  [peripheral oquipment @
ICO., Ltd
b oiring LSZC Investment 49566] (Ma - B B 2oy 909 % {1355) 56,013 -
Co., Lid, @
Dongguan Lilnia Haiwall  [Trading of computer 3E06[ (. - - B Gees]  wo % (6535 AL N
T echnology Co., Lid. i @
[ cijing HDZX Tochnology [Trading of computer Bl | (4% B B B . 14499  39.08 % 5667 28 405 N
Ico., Ltd. bpecipheral equipment m
Note 1:  The method of investment is divided into the follawing four categaries:
(1) Remittance from third-region ics to invest io Mainland China.
(2) Tirough the establishment of third-region companics then investing in Mainland China.
(3) Through transfernng the investment to third-region existing campanies then i i Maintand China.
(4) Other methods. .
a.  Investing in Maioland China throngh Beijing L & § Lancom Platform of Technology CO., Ltd.
b. Investing in Maioland China through Beijing LSZC Investment Co., Ltd.
Note2; Amounts of investinent income {loss) was recognized base on:
(1) The gain (loss) of the investes were not ed and were ized as 1 income (Jess) under the equity method.
(2} Theh of the i are reviewed by the anditars of the parent company.
Note3:  Afc i have been elimi d wpon consolidaton,

Limitation on investment in Mainland China:

Company name

Accumulated investment
amount remitted from Taiwan
to Mainland China at the end

of the period

Investment (amount) approved
by Investment Commission,
Ministry of Economic Affairs

Maximum investment amount
set by Investment Commission,
Ministry of Economic Affairs

The Company

75,982

161,928

(Not;: 1)

Note 1:  The Company was certified as an operations center by the Industrial Development Burean, Ministry of Economic
Affairs, in approval letter No. 10420418550, and the certification is valid from 2015 to 2018. The Company has no
limitation on investment in Mainland China during the abovementioned period. ’

Significant transactions with investees in Mainland China:

Please refer to note 13(a)x) for details.

(14) Segment information

The Group is mainly engaged in the manufacturing and selling of internet and communication equipments. Management reviews the
Company’s overall performance regularly to evaluate the performance of each segment and allocate its resources accordingly. As the
production procedure is highly similar, the Group 1s identified as a sole operating segment.



