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To the Board of Directors and Shareholders of Transcend Information, Inc.

We have reviewed the accompanying consolidated balance sheets of Transcend Information, Inc. and its
subsidiaries as of September 30, 2016 and 2015 and the related consolidated statements of
comprehensive income for the three months and nine months then ended, as well as the consolidated
statements of changes in equity and of cash flows for the nine months then ended. These consolidated
financial statements are the responsibility of the Company’s management. Our responsibility is to issue

a report on these consolidated financial statements based on our reviews.

We conducted our reviews in accordance with the Statement of Auditing Standards No. 36
“Engagements to Review Financial Statements™ in the Republic of China. A review consists primarily
of inquiries of company personnel and analytical procedures applied to financial data. It is substantially
less in scope than an audit conducted in accordance with generally accepted auditing standards in the
Republic of China, the objective of which is the expression of an opinion regarding the financial

statements taken as a whole. Accordingly, we do not express such an opinion.
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T: +886 (2) 2729 6666, F:+ 886 (2) 2757 6371, www.pwc.com/tw






TRANSCEND INFORMATION, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Expressed in thousands of New Taiwan Dollars)
(The consolidated balance sheets as of September 30, 20261&nare reviewed, not audited)

September 30, 2016 December 31, 2015 September 30, 2015
Assets Notes AMOUNT % AMOUNT % AMOUNT %
Current assets
Cash and cash equivalents 6(1) $ 2,285,939 1 $ 2,663,362 11 $ 2,268,914 1C
Financial assets at fair value throt 6(2)
profit or loss - current - - 15,768 - 72,411 -
Investment in debt instrument 6(3)
without active market - current 511,568 2 897,18C 4 959,393 4
Notes receivable, net 32¢ - 95¢ - 1,480 -
Accounts receivable, net 6(4) 2,575,789 12 3,203,340 13 2,954,222 13
Accounts receivable- related parti 7
net 11,582 - 9,347 - 10,019 -
Other receivables 168,22¢ 1 129,031 1 116,125 1
Inventories 6(5) 5,208,231 24 4,513,756 1¢ 5,704,056 28
Other current financial assets 6(6) 6,787,373 3z 8,532,006 3t 6,735,480 2¢
Other current assets, others 59,035 - 52,486 - 85,965 -
Current Assets 17,608,069 82 20,017,235 82 18,908,065 82
Non-current assets
Available-for-sale financial assets 6(7)
non-current 192,11¢ 1 184,304 1 167,812 1
Investments accounted for using 6(8)
equity method 288,78€ 1 317,55E 1 325,227 2
Property, plant and equipment 6(9) and 8 2,813,269 13 2,995,091 1z 3,083,854 13
Investment property, net 6(10) 280,22¢ 1 290,581 1 295,387 1
Deferred tax assets 99,116 1 72,777 - 73,754 -
Other non-current assets 6(11) 166,214 1 185,70¢€ 1 189,602 1
Non-current Assets 3,839,729 1€ 4,046,014 17 4,135,636 18
Total Assets $ 21,447,798 10C $ 24,063,249 100 $ 23,043,701 10C
(Continued)



TRANSCEND INFORMATION, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Expressed in thousands of New Taiwan Dollars)
(The consolidated balance sheets as of September 30, 20261&nare reviewed, not audited)

September 30, 2016 December 31, 2015 September 30, 2015
Liabilities and Equity Notes AMOUNT % AMOUNT % AMOUNT %
Current liabilities
Short-term borrowings 6(12) $ - - % 901,425 4 % 410,850 2
Financial liabilities at fair value  6(2)
through profit or loss - current - - 13 - 11,409 -
Accounts payable 1,429,192 7 1,589,112 7 1,831,249 8
Accounts payable - related parties 7 50,127 - 58,560 - 46,533 -
Other payables 337,087 2 366,932 2 354,203 1
Current tax liabilities 911 - 280,861 1 148,717 1
Other current liabilities 33,107 - 36,092 - 17,333 -
Current Liabilities 1,850,424 9 3,232,995 14 2,820,294 12
Non-current liabilities
Deferred tax liabilities 161,802 1 259,34¢ 1 400,008 2
Other non-current liabilities 6(13) 62,407 - 68,825 - 68,913 -
Non-current Liabilities 224,208 1 328,17¢ 1 468,922 2
Total Liabilities 2,074,633 1C 3,561,168 1t 3,289,216 14
Equity attributable to owners of
parent
Share capital 6(14)
Common stock 4,307,617 2C 4,307,617 1€ 4,307,617 1¢
Capital surplus 6(15)
Capital surplus 4,799,075 22 4,799,075 2C 4,799,075 21
Retained earnings 6(16)
Legal reserve 3,748,946 17 3,426,756 14 3,426,756 1E
Special reserve 21,691 - - - - -
Unappropriated retained earnings 6,578,986 31 7,990,324 3z 7,183,720 31
Other equity interest 6(17)
Other equity interest ( 83,150) - ( 21,691) - 37,317 -
Total Equity 19,373,165 9C 20,502,081 8t 19,754,485 8€
Significant contingent liabilities and 9
unrecognized contract commitments
Total Liabilities and Equity $ 21,447,798 10C $ 24,063,249 10C $ 23,043,701 10C

The accompanying notes are an integral part of these atmisalifinancial statements.
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TRANSCEND INFORMATION, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Expressed in thousands of New Taiwan Dollars, ex€apnings Per Share)

(UNAUDITED)

Three months ended September 30

Nine months ended September 30

2016 2015 2016 2015
Iltems Notes AMOUNT % AMOUNT % AMOUNT % AMOUNT %
Operating Revenue 6(18) and 7 $ 5,424,919 100 $ 6,087,629 10C $ 16,405,103 10C $ 18,244,298 10C
Operating Costs 6(5) and 7 ( 4,269,213) ( 79 ( 5,025,598) ( 82) ( 12,866,387) ( 78 ( 14,777,751) ( 81)
Gross Profit 1,155,706 21 1,062,031 1€ 3,538,716 2z 3,466,547 18
Operating Expenses 6(21)
Sales and marketing expenses ( 281,262) ( 5) ( 297,389) ( 5) ( 890,963) ( 5) ( 883,799) ( 5)
Administrative expenses ( 73,534) ( 1) ( 93,996) ( 1) ( 238,529 ( 2) ( 244 ,886€) ( 1)
Research and development expenses ( 36,344) ( 1) ( 35,753) ( 1) ( 111,640) ( 1) ( 100,615) ( 1)
Total operating expenses ( 391,140) ( 7 ( 427,138) ( 7 ( 1,241,132) ( 8) ( 1,229,300) ( 7)
Operating Profit 764,56€ 14 634,892 11 2,297,584 14 2,237,247 12
Non-operating Income and Expenses
Other income 6(19) 30,715 1 29,712 - 103,328 - 124,318 1
Other gains and losses 6(20) ( 253,365) ( 5) 595,722 1C ( 318,859 ( 2) 416,887 2
Finance costs ( 97t - ( 467) - ( 2,504) - ( 2,861) -
Share of loss of associates and joint ventures ateddor under equity metho 6(8) ( 12,792) - ( 2) - ( 28,425) - ( 7,366) -
Total non-operating income and expenses ( 236,417) ( 4) 624,97C 1C ( 246,460) ( 2) 530,978 3
Profit before Income Tax 528,14¢ 1C 1,259,863 21 2,051,124 1z 2,768,225 15
Income tax expense 6(22) ( 53,252) ( 1) ( 173,693) ( 3) ( 189,058) ( 1) ( 355,210) ( 2)
Profit for the Period $ 474,897 9 $ 1,086,170 18 3 1,862,066 11 $ 2,413,015 13
Other Comprehensive Income
Components of other comprehensive income that will not beeclassified to
profit or loss
Share of other comprehensive income of associatepandentures
accounted for under equity method, components of aihv@prehensive
income that will not be reclassified to profit or loss $ - -8 - - (% 344) - % - -
Components of other comprehensive income that will be ctassified to
profit or loss
Exchange differences on translation of foreign finahsiatements 6(17) ( 65,494) ( 1) 173,33¢ 3 ( 83,462) - 57,389 -
Unrealized gain (loss) on available-for-sale finahassets 6(7)(17) 95¢ - ( 24,869) - 7,815 - ( 64,827) -
Income tax related to components of other compretemscome that will be 6(17)(22)
reclassified to profit or loss 11,133 - ( 29,467) ( 1) 14,188 - ( 9,756) -
Total Comprehensive Income $ 421,494 8 $ 1,205,173 2C $ 1,800,263 11 8 2,395,821 13
Net Profit attributable to:
Owners of parent $ 474,897 9 $ 1,086,170 18 3 1,862,066 11 $ 2,413,015 13
Comprehensive Income attributable to:
Owners of parent $ 421,494 8 $ 1,205,173 2C $ 1,800,263 11 $ 2,395,821 13
Earnings Per Share 6(23)
Basic earnings per share $ 110 $ 252 % 432 % 5.60
Diluted earnings per share $ 110 $ 252 $ 432 $ 5.60

The accompanying notes are an integral part of thessotidated financial statements.
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TRANSCEND INFORMATION, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Expressed in thousands of New Taiwan Dollars)
(UNAUDITED)

Equity attributable to owners of the parent

Capital surplus Retained earnings

Other equity interest

Exchange
differences on

Unrealized gain

Nine months ended September 30,
2015

Balance at January 1, 2015

Appropriations of 2014 earnings 6(16)
Legal reserve
Cash dividends

Net income for the period

Other comprehensive income (lo: 6(7)(17)
for the period

Balance at September 30, 2015

Nine months ended September 30,
2016

Balance at January 1, 2016

Appropriation of 2015 earnings
Legal reserve
Special reserve
Cash dividends

Net income for the period

Other comprehensive (loss) incor 6(7)(17)
for the period

Unappropriated traslation of or loss on
Additional Donated asset Net assets Special retained foreign financial  available-for-sale
Notes Common stock  paid-in capital received from merger Legal reserve reserve earnings statements financial assets Total equity
$ 4,307,617 $ 4,759,841 $ 4,106 $ 35,128 $ 3,053,235 $ - $ 8,504,167 $ 104,927 ($ 50,416 ) $20,718,605
- - - - 373,521 - 373,521) - - -
- - - - - - ( 3,359,941) - - ( 3,359,941)
- - - - - - 2,413,015 - - 2,413,015
- - - - - - - 47,633 ( 64,827) ( 17,194)
$ 4,307,617 $ 4,759,841 $ 4,106 $ 35,128 $ 3,426,756 $ - $ 7,183,720 $ 152,560 ($ 115,243 ) $19,754,485
$ 4,307,617 $ 4,759,841 $ 4,106 $ 35,128 $ 3,426,756 $ - $ 7,990,324 $ 77,060 ($ 98,751 ) $20,502,081
6(16)
- - - - 322,19C - 322,190) - - -
- - - - - 21,691 ( 21,691) - - -
- - - - - - ( 2,929,179) - - ( 2,929,179)
- - - - - - 1,862,066 - - 1,862,066
- - - - - - ( 344) ( 69,274) 7,815 ( 61,803)
$ 4,307,617 $ 4,759,841 $ 4,106 $ 35,128 $ 3,748,946 $ 21,691 $ 6,578,986 $ 7,786 ($ 90,936 ) $19,373,165

Balance at September 30, 2016

The accompanying notes are an integral part of thessotidated financial statements.
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TRANSCEND INFORMATION, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Expressed in thousands of New Taiwan Dollars)

(UNAUDITED)

Nine months ended September 30,

Notes 2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 2,051,124 $ 2,768,225
Adjustments
Adjustments to reconcile profit (loss)
Net loss on financial assets at fair valueufgtoprofit or loss 6(2)(20) 15,768 41,707
Loss (gain) on disposal of financial assets 6(3)(20) 8,826 ( 1,926)
Share of loss of associates and joint ventucesunted for using 6(8)
equity method 28,425 7,366
(Gain on reversal of) provision for bad debts 6(4) ( 153) 2,881
Net (profit) loss on financial liabilities aif value through profit or ~ 6(2)(20)
loss ( 13) 11,409
Depreciation 6(21) 173,945 181,708
Interest income 6(19) ( 89,435) ( 110,093)
Interest expense 2,504 2,861
Dividend revenue 6(20) ( 8,574) ( 11,016)
Loss on disposal of property, plant and equigmen 6(20) 104 795
Changes in operating assets and liabilities
Changes in operating assets
Current financial assets at fair value thopgfit or loss - ( 58,901)
Notes receivable 633 ( 1,480)
Accounts receivable 628,720 36,984
Accounts receivable - related parties ( 2,235) ( 10,019)
Other receivables ( 3,381) 129,753
Inventories ( 694,475) 660,931
Other current assets, others ( 6,549) ( 41,450)
Changes in operating liabilities
Notes payable - ( 8)
Accounts payable ( 159,920) ( 1,371,282)
Accounts payable - related parties ( 8,433) ( 27,652)
Other payables ( 29,845) ( 120,849)
Other current liabilities ( 2,985) ( 42,730)
Other non-current liabilities ( 6,418 ) 14,722
Cash inflow generated from operations 1,897,633 2,061,936
Interest received 74,144 147,531
Interest paid ( 2,504) ( 2,861)
Income tax paid ( 599,228) ( 602,980)
Net cash flows from operating activities 1,370,045 1,603,626
CASH FLOWS FROM INVESTING ACTIVITIES
Decrease (increase) in other current financial assets 1,744,633 ( 406,368)
Proceeds from disposal of investment in debt instraméthout active
markets 2,801,813 1,327,743
Acquisition of investment in debt instrument withaative markets ( 2,428,908 ) ( 1,639,085 )
Acquisition of property, plant and equipment 6(9) ( 27,989) ( 76,659)
Proceeds from disposal of property, plant and equipmen 6(9) 59 271
Dividend received 8,574 11,016
Decrease in other non-current assets 19,492 44,636
Net cash flows from (used in) investing activities 2,117,674 ( 738,446)
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in short-term borrowings ( 940,725) ( 506,400)
Cash dividends paid 6(16) ( 2,929,179 ) ( 3,359,941 )
Net cash flows used in financing activities ( 3,869,904 ) ( 3,866,341 )
Effect of exchange rate changes on cash and castaénts 4,762 33,843
Net decrease in cash and cash equivalents ( 377,423) ( 2,967,318 )
Cash and cash equivalents at beginning of period 2,663,362 5,236,232
Cash and cash equivalents at end of period 2,285,939 $ 2,268,914

The accompanying notes are an integral part of thessotidated financial statements.
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TRANSCEND INFORMATION, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2016 AND 2015
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS,
EXCEPT AS OTHERWISE INDICATED)

(UNAUDITED)

1. HISTORY AND ORGANIZATION

7UDQVFHQG ,QIRUPDWLRQ ,QF WHKG XQRMSD YKH ZDUR Y Q¥ RRIG
Law of the Republic of China (R.O.C.) in August 1989. The naativities of the Company and its
subsidiaries (collectively referred hereinas fletUR XS® DUH PDQXIDFWXULQJ SUR
computer software and hardware, peripheral equipment andootimguter components. The Securities
DQG )XWXUHV &RPPLVVLRQ RI WKH 5H5XREED Q¥ KMLKQMDU K GWVI

the Taiwan Stock Exchange and the shares started tradvigy8, 2001.

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

These consolidated financial statements were reported ®aard of Directoresn November 3, 2016.
3. APPLICATION OF NEW STANDARDS, AMENDMENTS AND INTERPRETATIOS!

(1) Effect of the adoption of new issuances of or amemdsto International Financial Reporting
6WDQGDUGVetiorSBlE\ WMKH J)LOQDQFLDO 6XSHUYLVRU\ &RPPLVYV

None.

(2) Effect of new issuances of or amendments to IFRSdorsed by the FSC but not yet adopted by
the Group
New standards, interpretations and amendments endorsed ®ffE&ve from 2017 are as follows:

Effective Date by

International Accountin
New Standards, Interpretations and Amendments Standards Board
Investment entities: applying the consolidation excep@mnendments January 1, 2016

to IFRS 10, IFRS 12 and IAS 28)
Accounting for acquisition of interests in joint opevas (amendments January 1, 2016

to IFRS 11)

IFRS 14, 'Regulatory deferral accounts' January 1, 201
Disclosure initiative (amendments to IAS 1) January 1, 201¢
Clarification of acceptable methods of depreciationandrtisation January 1, 2016
(amendments to IAS 16 and IAS 38)

Agriculture: bearer plants (amendments to IAS 16 and IAS 41) dahua016
Defined benefit plans: employee contributions (amendntents July 1, 2014

IAS 19R)

Equity method in separate financial statements (ameridrt@hAS 27) January 1, 2016



Effective Date by
International Accountin

New Standards, Interpretations and Amendments Standards Board
Recoverable amount disclosures for non-financial agaetendments i January 1, 2014
IAS 36)

Novation of derivatives and continuation of hedge acaognt January 1, 2014
(amendments to IAS 39)

IFRIC21, y/HYLHVY January 1, 2014
Improvements to IFRSs 2010-2012 July 1, 2014
Improvements to IFRSs 2011-2013 July 1, 2014
Improvements to IFRSs 2012-2014 January 1, 2016

Except for the following, the above standards and inééafions have no significant impact to the
*URXSYV ILQDQFLDO FRQGLWLRQ DQURRSHWU DWWV QY VWPHIVVD W7
impact will be disclosed when the assessment is coeplet

A. SPHQGPHQWYV WR ,$%$6 HM'LVFORVXUH LQLWLDWLYHT

This amendment clarifies the presentation of matgyjakggregation and subtotals, the
framework of financial report, and the guide for accountisglosure.

B. Annual improvements to IFRSs 2010-2012 cycle
(@ ,)56 HM2SHUDWLQJ VHIPHQWVY

The standard is amended to require disclosure of judgememts bya management in
aggregating operating segments. This amendment also sldhié a reconciliation of the

total Rl WKH UHSRUWDEOH VHJPHQGWW LDV VHWX/ L WHRGWRKGONR
asset is provided to chief operating decision-maker regularly.

(b) ,$6 MS5HODWHG SDUW\ GLVFORVXUHV

The standard is amended to include, as a related paggtign(or any member of a group of
which it is a part) that provides key management personnetesg to the reporting entity or
WR WKH SDUHQW RI WKH UHSRUWLRJ HOQWLW\ upWKH PD

C. Annual improvements to IFRSs 2011-2013 cycle
,$6 H,QYHVWPHQW SURSHUW\T

This amendment clarifies that preparers should reféhdoguidance in IFRS 3 to determine
whether the acquisition of a property is an asset atiqni®r a business combination, and refer
to the guidance in IAS 40 to distinguish between owner-ocdupieperty and investment
propert.



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

New standards, interpretations and amendments issued bydiSdt yet included in the IFRSs
endorsed by the FSC effective from 2017 are as follows:

Effective Date by
International Accountin
New Standards, Interpretations and Amendments Standards Board
Classification and measurement of share-based payraesattions January 1, 2018
(amendments to IFRS 2)
$SSO\LQJ ,)56 p)LQDQFLDO LQVW@KHPH(  January 1, 2018
FRQWUDFWVY DPHQGPHQWV WR ,)56

)56 HL)LOQDQFLDO LQVWUXPHQWYV January 1, 2018
Sale or contribution of assets between an investitamssociate or  To be determined by
joint venture (amendments to IFRS 10 and IAS 28) International Accountin
Standards Board
,)56 MSHYHQXH IURP FRQWUDFWYV ZLWK JaKWWIR FOdHaJ \
&ODULILFDWLRQV WR ,)56 U5 H XM QRHP January 1, 2018
(amendments to IFRS 15)
IFRS 16, 'Leases' January 1, 2019
Disclosure initiative (amendments to IAS 7) January 1, 2017
Recognition of deferred tax assets for unrealised losses January 1, 2017

(amendments to IAS 12)

Except for the following, the above standards and inteapo@s have no significant impact to the
Group$ financial condition and operating result based orGitmip§ assessment. The quantitative
impact will be disclosed when the assessment is coenplet

A. ,)56 HMLOQDQFLDO LQVWUXPHQWYV

(@) ClassificaW LRQ Rl GHEW LQVWUXPHQWYHWVGRREHQ EQ @& KK
cash flow characteristics of the financial assets, wivchld be classified as financial asset
at fair value through profit or loss, financial asset meaduat fair value through other
comprehensive income or financial asset measured at aewitbst. Equity instruments
would be classified as financial asset at fair value thrpugifit or loss, unless an entity makes
an irrevocable election at inception to present in otleenprehensive income subsequent
changes in the fair value of an investment in an gduogitrument that is not held for trading.

() 7KH LPSDLUPHQW ORVVHV RI GHBMQUQM Y UrHHB Q WWHB U
approach. An entity assesses at each balance sheetlddber there has been a significant
increase in credit risk on that instrument since ihitécognition to recognise 12-month
H[SHFWHG FUHGLW ORVVHV p(W/YHRUYU OAHHINRPHG (EH EQ
gross carrying amount of the asset before impairmesetooccurred); or if the instrument
that has objective evidence of impairment, interestmaveafter the impairment would be
calculated on the book value of net carrying amountr{eeof credit allowance).

B. AMHQGPHQWY WR ,)56 DQG ,$6 VEDAOWH BFRHINVEZRIGIW WDLE X \@
DVVRFLDWH RU MRLQW YHQWXUHT

The amendments resolve a current inconsistency betwB8110 and IAS 28. The gain or loss
resulting from a transaction that involves sales otrdoution of assets between an investor and
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its associates or joint ventures is recognized eithérlior partially depending on the nature of
the assets sold or contributed:

(@If VDOHV RU FRQWULEXWLRQV @HDV Y HWKHM X DeBoghRY R U

() ,1 VDOHV RU FRQWULEXWLRQWRI DVVEXWVQWKBY WK H B
UHFRJQL]JHG RQO\ WR WKH H jneéte<dsvin tRel adsqridte 6r Mt keGtuteQ Y |

,)56 MSHYHQXH IURP FRQWUDFWYV ZLWK FXVWRPHUVY

,)56 RHWYHQXH IURP FRQWUDFWYV ZLW K&RQMWNRPHWWVIR Q HE
. $6 HMEHYHQXHYT DQG UHOHYDQW, 15BW Huddid)isirécaghiseRvihen $ F
a customer obtains control of promised goods or servicess#®mer obtains control of goods or
services when a customer has the ability to direct teeofjsand obtain substantially all of the
remaining benefits from, the asset.

The core principle of IFRS 15 is that an entity recognisenue to depict the transfer of
promised goods or services to customers in an amount tleatsehe consideration to which the
entity expects to be entitled in exchange for those goosksgices. An entity recognises revenue
in accordance with that core principle by applying the folmusteps:

Step 1: Identify contracts with customer.

Step 2: Identify separate performance obligations in thea&ct(s).

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price.

Step 5: Recognise revenue when the performance obligasatisfed.

Further, IFRS 15 includes a set of comprehensive disclosguérements that requires an entity
to disclose sufficient information to enable usersrdriicial statements to understand the nature,
amount, timing and uncertainty of revenue and cash floism@ifrom contracts with customers.

,)56 M/HDVHVT

,)56 M/HDVHVY UHSODFHV ,$6LQWIHHBSWYHW P The) BapaiaD@GEV
requires lessees to recognise a 'rightise asset' and a lease liability (except for thosederitie

terms of 12 months or less and leases of low-value as$és accounting stays the same for
lessors, which is to classify their leases as eitimantie leases or operating leases and account
for those two types of leases differently. IFRS 16 amguires enhanced disclosures to be
provided by lessors.

$PHQGPHQWYVY WR ,$6 H'LVFORVXUH LQLWLDWLYHT

This amendment requires that an entity shall provide rd@dosures related to changes in
liabilities arising from financing activities, including bothatiyes arising from cash flows and
non-cash changes.

$PHQGPHQWYVY WR ,$6 MHS5HFRJIJQLWXKQ QHPDIOGN HHU ORE WHIV[Y

These amendments clarify the recognition of deferrecsaets for unrealised losses related to
debt instruments measured at fair value, and they clagfyeral of the general principles
underlying the accounting for deferred tax assets. The amatsirolarify that a deductible
temporary difference exists whenever an asset is mehatirfair value and that fair value is
EHORZ WKH DVVHWY{V WD[ EDWVKHWHKHU DWW D HIBNOLHN S DR N_NW
against which it can utilise a deductible temporary diffeeeitconsiders a deductible temporary

~11~



difference in combination with all of its other deducibémporary differences unless there are
tax law restrictions, and the tax deduction resultinghftemporary differences is excluded from
estimated future taxable profits.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted are consistgtht Note 4 in the consolidated financial
statements for the year ended December 31, 2015, exceptefarothpliance statement, basis of
preparations, basis of consolidation and additional polaseset out below. These policies have been
consistently applied to all the periods presented, unléssveise stated.

(1) Compliance statement

A. The consolidated financial statements of the Group baea prepared in accordance with the
S5HIXODWLRQV *RYHUQLQJ WKH 3UHSDAHIPXURY LRHIV) L. QDXQk
International Accounting Standard Blinterim Financial Reportin® asendorsed by the FSC.

B. These consolidated financial statements are to k& ire@onjunction with the consolidated
financial statements for the year ended December 31, 2015.

(2) Basisof preparation

A. Except for the following items, the consolidated finahstatements have been prepared under
the historical cost convention:

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

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

(c) Defined benefit liabilities recognized based on the neiuet of pension fund assets less
present value of defined benefit obligations.

B. The preparation of financial statements in conformith International Financial Reporting
Standards, International Accounting Standards, IFRICpne&ations, and SIC Interpretations as
endorsed by the FSC (collectively referred herein asiAiRSs’) requires the use of certain
critical accounting estimates. It also requires managetoexercise its judgement in the process
Rl DSSO\LQJ W Kintihngy®IKiIB] Vhedardafinvolving a higher degree of judgeare
complexity, or areas where assumptions and estimagesiggnificant to the consolidated financial
statements are disclosed in Note 5.

(3) Basisof consolidation

A. Basis for preparation of consolidated financial statesaent

The basis for preparation of consolidated financial stateés are consistent with those of the year
ended December 31, 2015.

~12~



B. Subsidiaries included in the consolidated financial statesne

Ownership (%)

Name of Name of Main Business September December September
Investor Subsidiary Activities 30,2016 31,2015 30, 2015 Description
Transcend Saffire Investment Ltd.  Investment holding company 100 100 100 -
Taiwan (Saffire)
= Transcend Japan Inc.  Wholesaler and import of 100 100 100 -
(Transcend Japan) computer memory modules
and peripheral products
- Transcend Information  Wholesaler and import of 100 100 100 -

Inc. (Transcend USA)  computer memory modules
and peripheral products

+ Transcend Korea Inc.  Wholesaler and import of 100 100 100 -
(Transcend Korea) computer memory modules
and peripheral products
Saffire Memhiro Pte. Ltd. Investment holding company 100 100 100 -
Investment Ltd. (Memhiro)
Memhiro Pte. Transcend Information Wholesaler and import of 100 100 100 -
Ltd. Europe B.V. (Transcend computer memory modules
Europe) and peripheral products
+ Transcend Information  Wholesaler and import of 100 100 100 -

Trading GmbH, Hambur¢ computer memory modules
(Transcend Germany) and peripheral products

= Transcend Information  Distribution of computer 100 100 100 -
(Shanghai), Ltd. memory modules, storage
(Transcend Shanghai) products and disks

- Transtech Trading Wholesaler, agent, import and 100 100 100 -
(Shanghai) Co., Ltd. export and retailer of computer

(Transtech Shanghai) memory modules, storage
products and computer

components
= Transcend Information  Wholesaler and import of 100 100 100 -
(Hong Kong), Ltd. computer memory modules

(Transcend Hong Kong) and peripheral products

C. Subsidiaries not included in the consolidated financia¢stants: None.
D. Adjustment for subsidiaries with different balanceettdates: None.
E. Significant restrictions: None.

F. Subsidiaries that have non-controlling interestsahatmaterial to the Group: None.

5. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF
ASSUMPTION UNCERTAINTY

There have been no significant change as of September 30, R@b8e refer to Note 5 in the
consolidated financial statements for the year endedieer 31, 2015.
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6. DETAILS OF SIGNIFICANT ACCOUNTS

Please refer to Note 6 in the consolidated financial staitsnfier the year ended December 31, 2015,
except for the items set out blaw

(1) Cash and cash equivalents

September 30, 201 December 31, 201 September 30, 201

Cash on hand and petty cash $ 1,347 1,399 $ 1,29¢
Checking accounts and demand 2,001,655 765,955 1,267,335
deposits
Cash equivalents
Time deposits - 1,487,972 592,695
Bonds with repurchase agreement 283,037 408,036 407,588
Total $ 2,285,939% 2,663,362 $ 2,268,914

A. The Group transacts with a variety of financial institogiall with high credit quality to disperse
credit risk, so it expects that the probability of coypaety default is remote.

B. The Group has no cash and cash equivalents pledged to others.

C. The cash equivalentime deposits are 90-day highly-liquid cash equivalents. ASeptember
30, 2016, December 31, 2015 and September 2015, time deposits which datciottime

definition of cash equivalents amounting to $6,787,$83%632,006 and $6,735,480, respectively,
have beelWUDQVIHUUHG WR 3SRWKHU FXUUHQW ILQDQFLDO DV

D. The bonds with repurchase agreement recognized asqastalents are 30-day highly-liquid
investments with annual interest ratel.50%.

(2) Financial assets/liabilities at fair value through profitogs

ltems September 30, 201 December 31, 201 September 30, 201

Current item :
Financial assets held for trading

Beneficiary certificates $ - $ - $ 60,57
Non-hedging derivatives - 15,768 11,789
- 15,768 72,360
Valuation adjustment - - 51
$ - $ 15,768 $ 72,411
Financial liabilities held for trading
Non-hedging derivatives $ - (8 13) ($ 11,409)

A. The Group recognized net (loss) gain of $12, $6,066, ($22,899) and6$9dn financial
assets/liabilities held for trading for the three motihg nine months ended September 30, 2016

and 2015, respectively.
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B. The non-hedging derivative transactions and contract ir#tom are as follows:
There was no transaction and contract on September 30, 2016.

(Unit: in thousand dollars
December 31, 2015
Contract Amount
Derivative financial assets (Notional Principal) Contract Period
Current items:
Forward foreign exchange  JPY 1,000,000 August 26, 2015 to February 16, 20

contracts
= EUR 800 July 8, 2015 to January 4, 2016
= = 5,800 August 25, 2015 to February 8, 2016
= - 16,000 December 4, 2015 to May 31, 2016
Contract Amount
Derivative financial liabilities (Notional Principal) Contract Period
Current items:
Forward foreign exchange HKD 6,000 September 4, 2015 to February 1, 20
contracts
(Unit: in thousand dollars
September 30, 2015
Contract Amount
Derivative financial assets (Notional Principal) Contract Period
Current items:
Forward foreign exchange EUR 8,800 August 25, 2015 to February 8, 2016
contracts
z JPY 2,500,000 August 26, 2015 to February 16, 20
Contract Amount
Derivative financial liabilities (Notional Principal) Contract Period
Current items:
Forward foreign exchange EUR 3,600 April 24, 2015 to October 19, 2105
contracts
z z 8,800 July 8, 2015 to January 4, 2016
z HKD 18,000 September 4, 2015 to February 1, 20

The Group entered into forward foreign exchange contracts to8y(sell EUR, JPY and HKD)
to hedge exchange rate risk of export proceeds. However, fhiesard foreign exchange
contracts are not accounted for under hedge accounting.

C. The Group has no financial assets at fair value throudh prdoss pledged to others.
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(3) Investments in debt instrument without active marketsent

ltems September 30, 201 December 31, 201 September 30, 201

Current itempE
Funds-bonds $ - $ 289,263 $ 351,29¢
Bonds with repurchase agreement 511,568 607,917 608,095
$ 511,568 $ 897,180 $ 959,393

A. ThH *U R#Xri®&§-Yonds are from Fubon Bank (China) Co, Ltd., Banlona and Industrial
and Commercial Bank of China which are well-known babk® ODLQODQG &KLQD

investments in debt instrument with repurchase agreemeffitoaneYuanta Asset Management
Limited.

B. The Group recognized gain on disposal of financial asé&& 044, $8,355, $11,356 and $17,918

in profit or loss for the three months and nine montrdednSeptember 30, 2016 and 2015,
respectively.

C. No investments in debt instrument without active market wig@ged to others.

(4) Accounts receivable

September 30, 207 December 31, 201 September 30, 201

Accounts receivable $ 2,606,208 3,234,920 $ 2,990,56:
Less: Allowance for bad debts ( 30,412)( 31,580)( 36,340)
$ 2,575,789 $ 3,203,340 $ 2,954,222

A. The Group has insured credit insurance that covers ascmgeivable of its major customers.
Should bad debt occur, the Group will receive 90% of thedosssulting from non-payment.
B. The ageing analysis of financial assets that weredogsbut not impaired is as follows:

September 30, 207 December 31, 201 September 30, 201

Up to 30 days $ 338,718 494,992 $ 472,89
31 to 90 days 37,213 14,396 42,536
91 to 180 days - - 50
Over 181 days 997 95 -
$ 376,928 $ 509,483 $ 515,477

The above ageing analysis was based on past due date.
C. Movement analysis of financial assets that were imgasras follows:

(a) As ofSeptember 30, 2016, December 31, 2015 and September 30, 20631 *UR XSV DF
receivable that were impaired amounted to $30,412, $31,580 and $3eéspttively.
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(b) Movemers on the Grou§ provision for impairment of accounts receivable arelisvys:

2016 2015

Individual provision  Individual provision
At January 1 $ 31,580 $ 33,22
Provision of impairment loss - 2,980
Reversal of impairment ( 153) ( 99)
Write-offs during the period - ( 721)
Net exchange differences ( 1,015) 956
At September 30 $ 30,412 $ 36,340

D. The credit quality of accounts receivable that weréhee past due nor impaired was in the
IROORZLQJ FDWHJRULHY EDVHG R@QWWRKD BRROAHAFIYV &UHGLW

September 30, 207 December 31, 201 September 30, 201

Group 1 $ 894,581% 1,042,437 $ 950,04¢
Group 2 1,304,280 1,651,420 1,488,697
$ 2,198,861 $ 2,693,857 $ 2,438,745

Group 1: Customers with credit line under $20,000, after a cdwmpsé&ve consideration of
revenues, capital, and operational performance.

Group 2:Customers with credit line over $20,000, after a corapsare consideration of revenues,
capital, and operational performance.

E. The Group does not hold any collateral as security.

(5) Inventories
September 30, 2016
Allowance for

Cost valuation loss Book value
Raw materials $ 3,132,140 ($ 49,372)$ 3,082,76
Work in process 1,124,774 ( 17,460) 1,107,31
Finished goods 1,038,920 ( 20,771) 1,018,149
Total $ 5,295,834 ($ 87,603) $ 5,208,231

December 31, 2015
Allowance for

Cost valuation loss Book value
Raw materials $ 2,248,645 ($ 37,532)% 2,211,11
Work in process 1,005,839 ( 7,184) 998,65
Finished goods 1,330,171 ( 26,183) 1,303,988
Total $ 4,584,655 ($ 70,899) $ 4,513,756
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September 30, 2015
Allowance for

Cost valuation loss Book value
Raw materials $ 3,439,566 ($ 52,444)% 3,387,12
Work in process 754,715 ( 8,425) 746,29
Finished goods 1,599,197 ( 28,553) 1,570,644
Total $ 5,793,478 ($ 89,422) $ 5,704,056

A. The cost of inventories recognized as expense for the period
Three months ended September 30,

2016 2015
Cost of goods sold $ 4,267,492 $ 5,039,79!
Loss on (gain on reversal of) decline in
market value of inventory 1,721 ( 14,197)
$ 4,269,213 $ 5,025,598
Nine months ended September 30,
2016 2015
Cost of goods sold $ 12,849,683 $ 14,815,32
Loss on (gain on reversal of) decline in
market value of inventory 16,704 ( 37,569)
$ 12,866,387 $ 14,777,751

The gain on reversal of decline in market value of inugnitothe third quarter of 2015 was due
to the Grou§ disposal of slow-moving inventory.

B. No inventories were pledged to others.

(6) Other current financial assets

September 30, 20 December 31, 201 September 30, 20:

Time deposits with original

maturity of more than three
months $ 6,787,373 $ 8,532,006 $ 6,735,480

(7) Available-for-sale financial assetsemcurrent

Items September 30, 207 December 31, 201 September 30, 201
Non-current itenmsE

Listed stocks $ 281,938 281,930 $ 281,93(
Others 31,125 31,125 31,125
Subtotal 313,055 313,055 313,055

Valuation adjustments of
available-for-sale financial ~ ( 90,936)( 98,751) 115,24
Accumulated impairment ( 30,0Q0) 30,000)( 30,000)
Total $ 192,119 $ 184,304 $ 167,812
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A. The Group recognized $958, ($24,869), $7,185 and ($6¢iB82xther comprehensive income
(loss) for fair value change for the three months and mianths ended September 30, 2016 and

2015, respectively.
B. No available-for-sale financial assets were pledged tothe

(8) Investments accounted for using equity method
Investee Company September 30, 207 December 31, 201 September 30, 201

Taiwan IC Packaging Corp. $ 288,786 $ 317,555 $ 325,227

A. The basic information of the associate tkahaterial to the Group is as follows:

Principal Shareholding ratio
Associate place of September  December  September Nature of Methoc
name business 30, 2016 31, 2015 30, 2015 relationship measurement
Taiwan IC  Taiwan 12.70% 12.88% 12.88% Note Equity method
Packaging
Corp.

Note: Taiwan IC Packaging Corp. is engdgn IC packaging and testing and is the upstream
supplierin the IT and semiconductor industries. In order to reachrgynef vertical
integration, Taiwan IC Packaging Corp. proesthe raw materials provided by the Group
into relevant semi-finished goods.

B. The summaried financial information of the associate tlatnaterial to the Group is as follows:
Balance sheets

Taiwan IC Packaging Corp.
September 30, 201 December 31, 201 September 30, 201

Current assets $ 1,812,47% 2,185,495 % 2,251,66¢
Non-current assets 1,876,798 1,721,692 1,660,083
Current liabilities ( 389,910§ 376,768) 339,01¢
Non-current liabilities ( 31,495)( 52,011)( 47,487)
Total net assets $ 3,267,872 $ 3,478,408 $ 3,525,242
Share in associate's net assets $ 414,894 448,027 $ 454,06(
Net equity differences ( 126,108)( 130,472)( 128,833

$ 288,786 $ 317,555 $ 325,227
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Statements of comprehensive income

Taiwan IC Packaging Corp.
Three months ended September 30,

2016 2015
Revenue $ 426,112% 422,07:
Loss for the period from continuing
operations $ 102,515§$ 1(
Total comprehensive loss $ 102,515($ 1(
Dividends received from associates $ - $ -
Taiwan IC Packaging Corp.
Nine months ended September 30,
2016 2015
Revenue $ 1,316,805 $ 1,408,337
Loss for the period from continuing
operations $ 229,765)($ 55,872)
Total comprehensive loss $ 229,765)($ 55,872)
Dividends received from associates $ - $ -

. Share of loss of associates accounted for using thiy egethodis as follows:

Three months ended September 30,
Investee Company 2016 2015
Taiwan IC Packaging Corp. $ 12,792)($ 2)

Nine months ended September 30,
Investee Company 2016 2015
Taiwan IC Packaging Corp. $ 28,425)($ 7,366)
. The GURXSTV LQYHVW P RakigihgQCofiptaZidh Qas §uoted market price. The fair

value of Taiwan IC Packaging Corporation was $404,8824,225 and $362,382 as of September
30, 2016, December 31, 2015 and September 30, 2015, respectively.
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(9) Propertyplant and equipment

Office
Land Buildings Machinery Vehicles Equipment Others Total

At January 1, 2016
Cost $ 728,131 $ 2,774915% 847,161 $ 7,452 $ 46,682 $ 66,614 $ 4,470,95E
Accumulated depreciation { 836,426)( 556,193)( 5,512)( 32,701)( 45,032)( 1,475,864

$ 728,131 $ 1,938,489 $ 290,968 $ 1,940 $ 13,981 $ 21,582 $ 2,995,091
Nine months ended September 30, 2016
Opening net book amount $ 728,135 1,938,489 % 290,968 $ 1,940 $ 13,981 % 21,582 $ 2,995,091
Additions - 469 25,797 - 282 1,441 27,989
Disposals - ( 3) ( 2) 75) 64] 19) 163
Depreciation charge o 87,722)( 73,108) 713)( 3,029 3,554) 168,12€
Net exchange differences 12,920 44,185)( 8,539)( 64) ( 130) ( 1,524)( 41,522)
Closing net book amount $ 741,05% 1,807,048 $ 235,116 $ 1,088 $ 11,040 $ 17,926 $ 2,813,269
At September 30, 2016
Cost $ 741,051 $ 2,697,320% 725,012 $ 6,365 $ 44,089 $ 62,226 $ 4,276,06%
Accumulated depreciation { 890,272)( 489,896)( 5,277)( 33,049)( 44,300)( 1,462,794

$ 741,051 $ 1,807,048 $ 235,116 $ 1,088 $ 11,040 $ 17,926 $ 2,813,269
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At January 1, 2015

Cost

Accumulated depreciation

Office

Nine months ended September 30, 2015

Opening net book amount

Additions
Disposals

Depreciation charge
Net exchange differences

Closing net book amount

At September 30, 2015

Cost

Accumulated depreciation

Land Buildings Machinery Vehicles Equipment Others Total
$ 724,203 $ 2,774,759 $ 824,587 $ 9,402 $ 48,271 % 64,797 $ 4,446,01¢
{ 730,255)( 467,879)( 6,120)( 36,300)( 44,491)( 1,285,045
$ 724,203 $ 2,044,504 $ 356,708 $ 3,282 $ 11,971 $ 20,306 $ 3,160,974
$ 724,20% 2,044,504 $ 356,708 $ 3,282 $ 11,971 % 20,306 $ 3,160,974
- 27,484 36,797 - 5,034 5,995 75,310
- ( 641) ( 1) 147} 188J 89) 1,06€
1 87,798)( 80,235) 901)( 3,141} 3,771 175,84¢€
4,407 17,602 2,268 41 12 152 24,482
$ 728,61 2,001,151 $ 315,537 $ 2,275 $ 13,688 $ 22,593 $ 3,083,854
$ 728,610 $ 2,826,854 $ 864,374 $ 8,058 $ 47,277 $ 68,731 $ 4,543,904
{ 825,703)( 548,837)( 5,783)( 33,589)( 46,138)( 1,460,050
$ 728,610 $ 2,001,151 $ 315,537 $ 2,275 $ 13,688 $ 22,593 $ 3,083,854

Information about the property, plant and equipment tha¢ wiedged to others as collaterals is provided in Note 8.

~22~



(10) Investment property

At January 1, 2016
Cost

Accumulated depreciation and

impairment

Nine months ended September 30, 2016

Opening net book amount
Depreciation charge
Net exchange differences

Closing net book amount

At September 30, 2016
Cost

Accumulated depreciation and

impairment

At January 1, 2015
Cost

Accumulated depreciation and

impairment

Nine months ended September 30, 2015

Opening net book amount
Additions

Depreciation charge

Net exchange differences

Closing net book amount

At September 30, 2015
Cost

Accumulated depreciation and

impairment

Land Buildings Total
137,037 $ 233,860 $ 370,897
- ( 80,316)( 80,316)
137,037 $ 153,544 $ 290,581
137,037 $ 153,544 $ 290,581
- ( 5,819)( 5,81¢
- ( 4,537)( 4,537)
137,037 $ 143,188 $ 280,225
137,037 $ 227,272 $ 364,30¢
- ( 84,084)( 84,084)
137,037 $ 143,188 $ 280,225
Land Buildings Total
137,037 $ 236,633 $ 373,67(
- ( 75,056)( 75,056)
137,037 $ 161,577 $ 298,614
137,037 $ 161,577 $ 298,61¢
- 1,350 1,350
- ( 5,862)( 5,862
- 1,285 1,285
137,037 $ 158,350 $ 295,387
137,037 $ 238,335 % 375,37z
- ( 79,985)( 79,985)
137,037 $ 158,350 $ 295,387
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A. Rental income from the investment property and directrabippg expenses arising from
investment property are shown below:
Three months ended September 30,
2016 2015

Rental income from investment property  $ 4,543 $

Direct operating expenses arising from
investment property that generated rent:
income during the period

Direct operating expenses arising from
investment property that did not generat
rental income during the period

4,761

$ 1,685 $ 1,753

$ 213 $ 225

Nine months ended September 30,
2016 2015
13,893 $ 14,225

Rental income from investment property $

Direct operating expenses arising from the
investment property that generated rent
income during the period $

Direct operating expenses arising from the
investment property that did not genera
rental income during the period $

B. The fair value of the investment property held by the Gnap $1,597,273%1,496,157 and
$1,491037 asof September 30, 2016, December 31, 2015 and September 30, 2015, respectively
which was based on the transaction prices of similar prepertithe same area.

5180 $ 5,186

639 $ 676

C. No investment property was pledged to others.

(11) Other non-current assets

September 30, 201 December 31, 201 September 30, 201

Long-term prepaid rents $ 103,909 $ 112,799 % 117,62¢
Guarantee deposits paid 34,265 36,793 36,874
Others 28,040 36,114 35,099

$ 166,214 $ 185,706 $ 189,602

In May 2005, the Group signed a land-use right contract witR¢log@le's Republic of China for the
use of land with a term of 50 years. All rentals had hesd on the contract date. The Group
recognized rental expenses of $68027, $2,117 and $2,163 for the three months and nine months

ended September 30, 2016 and 2015, respectively.
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(12) Short-term borrowings

There is no transaction as of September 30, 2016.

Type of borrowings December 31, 201 Interest rate Collateral
Bank borrowings:
Secured borrowings $ 409,050 0.38-0.65% 7UDQVFHQC
Land and Building
Unsecured borrowings 492,375 0.90% -
$ 901,425
Type of borrowings September 30, 201 Interest rate Collateral
Bank borrowings:
Secured borrowings $ 410,850 0.38-0.63% 7UDQVFHQC

Land and Building
(13) Pensions

A.(a) The Company has a defined benefit pension plarcordance with the Labor Standards Law,
covering all regular employeéservice years prior to the enforcement of the LabosiBa
Act on July 1, 2005 and service years thereafter of emrmpoyho chose to continue to be
subject to the pension mechanism under the Law. Under tineddienefit plan, two units are
accued for each year of service for the first 15 years areumit for each additional year
thereafter, subject to a maximum of 45 units. Pension beeétbased on the number of units
accrued and the average monthly salaries and wages ostlertsnths prior to retirement.
7TKH &RPSDQ\ FRQWULEXWHY PRQWKBP DP@RDHPIRXMN A/R I TXKX
and wages to the retirement fund deposited with the Bankiofah, the trustee, under the
name of the independent retirement fund commitédso, the Company would assess the
balance in the aforementioned labor pension reserneeiatby the end of December 31, every
year. If the account balance is insufficient to pay thesiee calculated by the aforementioned
method, to the employees expected to be qualified for retitenext year, the Company will
make contributions to cover the deficit by next March.

(b)For the aforementioned pension plan, the Group recadypisnsion costs of $234, $274, $703
and $823 for the three months and nine months ended Sept&8mb&016 and 2015,
respectively.

(c)Expected contributions to the defined benefit pensiangbf the Company for the year ending
December 31, 2017 amounts to $2,049.

B.(a) Effective July 1, 2005, the Company has establishedreedefontribution pension plan (the
31HZ 30DQ° XQGHU WKH /D ER UcdeétfiQgvall ReQui& Feiploywwds Mith $ F V
R.O.C. nationality. Under the New Plan, the Company dautees monthly an amount based
on6 RI WKH HPSOR\HHVY PRQWKO\ VBOR\HHW QG L&D J3X
accounts at the Bureau of Labor Insurance. The bewrefitsied are paid monthly or in lump
sum upon termination of employment.
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(b) Transcend Shanghai, Transtech Shanghai and Trehskl®ng Kong have defined
contribution plans. Monthly contributions to an independimtd administered by the
JRYHUQPHQW LQ DFFRUGDQFH ZLWHKHWHKHR SO IDFM 5@ SKHE]
(PRC) are based on certain percentage of employeeghimsalaries and wages, ranging
from 12.5% to 22%. Other than the monthly contributions, theu@rhas no further
obligations.

(c) Transcend Japan, Transcend Korea, Transcend USAscé&rah Europe and Transcend
Germany have defined contribution plans. Monthly contributiares based on a certain
percentage of employefls PR QW K O\ VD O Dand. Br¥ rdedgiized Bs) peNsion costs
accordingly. Other than the monthly contributions, theuprioas no further obligations.

(d) The pension costs under defined contribution pensiams & the Company for the three
months and nine months ended September 30, 2016 and 2@%14/#691, $11,710, $32,286
and $36,248respectively.

(14) Share capital

As of September 30, 2016 W KH & R P S D gedficdpiiaMXmaskbR 00,000, consisting of 500,000
thousand shares of ordinary stock (including 25 thousand sshaserved for employee stock
options). The paidn capital was $4,307,617 with a par value of $10 (in dollars)h@@esconsisting

of 430,762 thousand shares of ordinary stock outstanding. All gunledeom shares issued have
been collected.

(15) Capital surplus

Pursuant to the R.O.C. Company Law, capital reserve afigingpaid-in capital in excess of par
value on issuance of common stocks and donations caseldeto cover accumulated deficit or to
issue new stocks or cash to shareholders in proportion tostieie ownership, provided that the
Company has no accumulated deficit. Further, the R.QGe@uriies and Exchange Law requires
that the amount of capital reserve to be capitalizectiored above should not exceed 10% of the
paid-in capital each year. Capital reserve shall natdeel to cover accumulated deficit unless the
legal reserve is insufficient.

(16) Retained earnings

A. ,Q DFFRUGDQFH ZLWK WKH &R P SR0e fwrehitlyasf damdingg, iRany, Q F R
shall first be used to pay all taxes and to offset prior ye@erating losses and then 10% of the
remaining amount shall be set aside as legal reseneeCompany shall also set aside special
reserve in accordance with the regulations. On the peetfiat there is no effect on the
Company§ normal operations and no violation of regulatiorss @Gbmpany shall reserve certain
amount for maintaining stability of dividends. The remaindemy, is distributable earnings to
be appropriated as resolved by stockholders at the stockhfjiteeting.

B. The Company distributes dividends taking into consideratiee Company's economic
environment, growth phasdature demands of fundieng-term financial planning and the cash
flow needs of stockholders. Cash dividends shall acciourdt least 5% of the total dividend
distributed.

C. Except for covering accumulated deficit or issuing newcks or cash to shareholders in
proportion to their share ownership, the legal reservit sbiabe used for any other purpose.
The use of legal reserve for the issuance of stockssbrtoashareholders in proportion to their
share ownership is permitted, provided that the distributitimeofeserve is limited to the portion
in excess of RI WKH &RPSDhCGapfidM. SDLG
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D. In accordance with the regulations, the Company shall gkt sgecial reserve from the debit
balance on other equity items at the balance sheebdfatee distributing earnings. When debit
balance on other equity items is reversed subsequémlyeversed amount could be included
in the distributable earnings.

E. The appropriation of earnings of years 2015 and 2014 had bssweck at the stockholdefis
meeting on June 14, 2016 and June 12, 2015, respectively. Detalsnamarized below:

Years ended December 31,

2015 2014
Dividends Dividends
per share per share
Amount (in dollars) Amount (in dollars)
Legal reserve $ 322,190 $ 373,521
Special reserve 21,691 -
Cash dividends 2,929,179% 6.8 3,359,941 $ 7.8
Total $ 3,273,060 $ 3,733,462
Year ended December 31, 201
'LUHFWRUVY UHPXQHUDWLRQ $ 6,049
(PSOR\HHVYT FDVK ERQXV 30,243
$ 36,292

Actual distribution of retained earnings of 2015 and 2014 aagieement with those resolved
atthe stockholder§meeting.

F. Please refer to Note 6(21) foKH LQIRUPDWLRQ UHODWLQJ WbRusedP SOR
DQG GLUHFWRUVY UHPXQHUDWLRQ

(17) Other equity items

Exchange
Unrealized gain differences
or loss on on translation
available-for-sale of foreign
financial assets financial statement Total
At January 1, 2016 (% 98,751) $ 77,060(% 21,69:
Change in unrealized gains or
losses for available-for-sale
financial assets 7,815 - 7,815
Currency translation differences - ( 83,462)( 83,46:
Effect from income tax - 14,188 14,188
At September 30, 2016 $ 90,936) $ 7,786 ($ 83,150)
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Exchange

Unrealized gain differences
or loss on on translation
available-for-sale of foreign
financial assets financial statement Total
At January 1, 2015 $ 50,416) $ 104,927 $ 54,511
Change in unrealized gains or
losses for available-for-sale
financial assets ( 64,827) -( 64,827)
Currency translation differences - 57,389 57,389
Effect from income tax - ( 9,756)( 9,756)
At September 30, 2015 $ 115,243) $ 152,560 $ 37,317

(18) Operating revenue

Three months ended September 30,
2016 2015
Sales revenue $ 5,424,919 $ 6,087,629

Nine months ended September 30,
2016 2015
Sales revenue $ 16,405,103 $ 18,244,298

(19) Other income

Three months ended September 30,

2016 2015
Interest income $ 26,172 $ 24,95,
Rental income 4,543 4,761
Total $ 30,715 $ 29,712

Nine months ended September 30,

2016 2015
Interest income $ 89,435 $ 110,09
Rental income 13,893 14,225
Total $ 103,328 $ 124,318
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(20) Other gains and losses

Three months ended September 30,

2016 2015
Net loss on financial assets at fair value ($ 110) ($ 4,02
through profit or loss
Net gain on financial liabilities at fair 122 10,094
value through profit or loss
Gain on disposal of financial assets 2,744 8,355
Loss on disposal of property, plant and ( 21) ( 554)
equipment
Net currency exchange (loss) gain ( 271,224) 558,55!
Dividends revenue 8,574 11,016
Others 6,550 12,285
Total $ 253,365) $ 595,723

Nine months ended September 30,

2016 2015
Net (loss) gain on financial assets at fair valu ($ 22,912) $ 104,10
through profit or loss
Net gain (loss) on financial liabilities at fair 13 ( 12,839)
value through profit or loss
Gain on disposal of financial assets 11,356 17,918
Loss on disposal of property, plant and ( 104) ( 795)
equipment
Net currency exchange (loss) gain ( 349,898) 271,17
Dividends revenue 8,574 11,016
Others 34,112 26,310
Total $ 318,859) $ 416,887

(21) Expenses by nature

Three months ended September 30,

Wages and salaries $
Labor and health insurance fees
Pension costs
Other personnel expenses
Depreciation on property, plant and
equipment (including investment property)
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2016 2015
330,353 $ 373,23
37,182 38,982
11,925 11,984
17,148 19,320
56,759 61,739



Nine months ended September 30,

2016 2015
Wages and salaries 1,072,114 $ 1,085,97.
Labor and health insurance fees 117,527 119,585
Pension costs 32,989 37,071
Other personnel expenses 53,432 54,843
Depreciation on property, plant and 173,945 181,708

equipment (including investment property)

A. According to the Articles of Incorporation of the Guemy, a ratio of distributable profit of the

FXUUHQW \HDU DIWHU FRYHUHBLK G DWVWXR X & D\dd@Eer@daivASHOR
and director§remuneration. The ratio shall not be lower thanlRU HPSOR\HHVY FRP
and shall not be higher than 0.2% for directpesnuneration.

. For the three months and nine months ended September 30,a8018015,HPSOR\HHYV
FRPSHQVDW LR Qebh€ratbh Wds osried at $6,361, $12,792, $24,187 and $26,232
respectively. The aforementioned amounts were recognisadary expenses.

7KH HPSORRHISWHR VDW LR Q ren@uierddidnundre \astmatéd and accrued based
on 1% and 0.2% of distributable profit of current yeaofafe end of reporting period.

The difference between employdesompensation and directdfsemuneration as resolved by
the Board of Directors and the amount recognised i2@i& financial statements by $494 had
been adjustd in the profit or loss of 2016.

Information DERXW HPSOR\HHVY FRPSH&MMRKDbR G the @Gmpanhylasl F W
approved by the meeting of Board of Directors and resddydtie stockholders at their meeting
ZLOO EH SRVWHG LQ WKH 320DUNHW KRH \ZHHEYDLW HRR | 3/RK/NV

Exchange.
(22) Income tax
A. Income tax expense
(a)Components of income tax expense:

Three months ended September 30,

2016 2015

Current tax:
Current tax on profits for the period 81,20% 155,406
Total current tax 81,203 155,406
Deferred tax:
Origination and reversal of temporary

differences 27,951) 18,287
Total deferred tax 27,951) 18,287
Income tax expense 53,25% 173,693
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C.

D.

Nine months ended September 30,

2016 2015

Current tax:
Current tax on profits for the period  $ 336,530 $ 425,841
Prior year income tax (overestimaion)

underestimation ( 37,775) 5,930
Total current tax 298,755 431,770
Deferred tax:
Origination and reversal of temporary

differences ( 109,697)( 76,560)
Total deferred tax ( 109,697)( 76,560)
Income tax expense $ 189,058 $ 355,210

(b)The income tax relating components of other comprehensive incasres follows:

Three months ended September 30,
2016 2015

Exchange differences on translation of
foreign financial statements % 11,133) $ 29,467

Nine months ended September 30,
2016 2015

Exchange differences on translation of
foreign financial statements (& 14,188) $ 9,756

The investment plan of the Company to increase dapitaexpand the business of
SPDQQXIDFWXULQJ RI FR PBodits! @nd opticaH praduci,Q prikting and
UHSURGXFWLRQ RI UHFRUGHG PHGLDHWYQG H\R'PE X VAU LA
Guidelines for the Calculation of Exempt Income for Hiee-year Profit-seeking Enterprise
Income Tax Exemption by Manufacturing Industries andrtRalated Technical Services

, QGXVWULHYVY ,QFUHDVLQJ 1HZ ,QYHVWPHQW TURKPL FXOLQG L
the Company is entitled to operating income tax exemptorbfconsecutive years (ending
December 2016).

As of September 30, 2016KtH &RPSDQ\TV LQFRPH R0B[havélhek ds3assed K U
and approved by the National Taxation Bureau of Taipei, kynaf Finance.

Unappropriated retained earnings:

September 30, 207 December 31, 201 September 30, 201

Earnings generated in and $ 121,097 $ 121,097 $ 121,09"
before 1997

Earnings generated in and
after 1998 6,457,889 7,869,227 7,062,623

$ 6,578,986 $ 7,990,324 $ 7,183,720
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E. As of September 30, 2016, December 3015 andSeptember 30, 2015, the balance of the
imputation tax credit account was $680,469, $928,556 and $691,247, nedpeciihe
creditable tax rate was 14.75% for 2015 and is estimated to ®4%4@or 2016.

(23) Earnings per share

Three months ended September 30, 2016

Weighted-average

outstanding Earnings
common shares per share
Profit after tax (in thousands) (in dollars)
Basic earnings per share
Profit attributable to ordinary
shareholders of the parent $ 474,897 430,762 $ 1.10
Diluted earnings per share
Profit attributable to ordinary $ 474,897 430,762
shareholders of the parent
Assumed conversion of all dilutive
potential ordinary shares
(PSOR\HHVY FRPSHQVDWLRQ - 232
Profit attributable to ordinary
shareholders of the parent plus
assumed conversion of all
dilutive potential ordinary shares  $ 474,897 430,994 $ 1.10
Nine months ended September 30, 2016
Weighted-average
outstanding Earnings
common shares per share
Profit after tax (in thousands) (in dollars)
Basic earnings per share
Profit attributable to ordinary
shareholders of the parent $ 1,862,066 430,762 $ 4.32
Diluted earnings per share
Profit attributable to ordinary $ 1,862,066 430,762
shareholders of the parent
Assumed conversion of all dilutive
potential ordinary shares
(PSOR\HHVY FRPSHQVDWLRQ - 463
Profit attributable to ordinary
shareholders of the parent plus
assumed conversion of all
dilutive potential ordinary shares $ 1,862,066 431,225 $ 4.32
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Three months ended September 30, 2015
Weighted-average
outstanding Earnings
common shares per share
Profit after tax (share in thousanc (in dollars)

Basic earnings per share
Profit attributable to ordinary

shareholders of the parent $ 1,086,170 430,762 $ 2.52
Diluted earnings per share
Profit attributable to ordinary $ 1,086,170 430,762

shareholders of the parent
Assumed conversion of all dilutive
potential ordinary shares
(PSORioAUW V - 316
Profit attributable to ordinary
shareholders of the parent plus

assumed conversion of all dilutive
potential ordinary shares $ 1,086,170 $ 431,078 $ 2.52

Nine months ended September 30, 2015
Weighted-average
outstanding Earnings
common shares per share
Profit after tax (share in thousanc (in dollars)

Basic earnings per share
Profit attributable to ordinary

shareholders of the parent $ 2,413,015 430,762 $ 5.60
Diluted earnings per share
Profit attributable to ordinary $ 2,413,015 430,762

shareholders of the parent
Assumed conversion of all dilutive
potential ordinary shares
(PSOR\HHVYT ERQXV - 469
Profit attributable to ordinary
shareholders of the parent plus

assumed conversion of all dilutive
potential ordinary shares $ 2,413,015 $ 431,231 $ 5.60

(24) Operating leases

A. The Group leases land and buildings to others under opeledsgagreements. Rental revenue
of $4,543, $4,761, $13,893 and $14,225 were recognized for these |lgasdis or loss for the
three months and nine months ended September 30, 2016 and 204&;jvely. The leases for
buildings have terms expiring between 2016 and 2017, and all #eese dgreements are not
renewable at the end of the lease period. The future aggregatmum lease payments
receivable under non-cancellable operating leases énéoags:
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September 30, 201 December 31, 201 September 30, 201

Not later than one year $ 9,347 19,085 19,25¢

Later than one year but not
later than five years - 5,035 10,031
$ 9,347 $ 24,110 $ 29,286

B. On April 8, 2009, the Company signed a land lease contractitwithajor stockholders, Won
Chin and Cheng Chuan, to build a new plant on the leasedllaadease has a term of 10 years
from April 10, 2009 to April 9, 2019. The annual rental payme®B5,633 (exclusive of tax),
which was determined based on the average rent of land heedeased land shown in the
appraisal report issued by CCIS Real Estate Joint Appsdtggn. Rent was paid on the contract
date and becomes payable on the same date each follgeangintil the end of the lease. For
the three months and nine months ended September 30, 2016 anch20#&5tdl expense was
$8,908, $8,908, $26,725 and $26,725, respectively. The future aggregatem lease
payments payable under non-cancellable operating leasas fréows:

September 30, 201 December 31, 201 September 30, 201

Not later than one year $ 37,41 37,4%5 37,41¢

Later than one year but not
later than five years 59,240 87,301 96,655
$ 96,655 $ 124,716 $ 134,070

7. RELATED PARTY TRANSACTIONS
(1) Significant transactions and balances with relatetiiegar

A. Operating revenue:

Three months ended September 30,

2016 2015
Sales
Associates accounted for using equity $ 30 $
method
Other related parties 24,762 38,293
$ 24,792 $ 38,293
Nine months ended September 30,
2016 2015
Sales
Associates accounted for using equity $ 877 $
method
Other related parties 89,448 38,293
$ 90,325 $ 38,293

The sales prices charged to related parties are approximateseodharged to third parties. The
credit term to Taiwan IC Packaging Corporation and Hiffech. Inc. are both 30 days after the
arrival date of shipment. The credit term to third paigeg0 to 60 days after monthly billings.
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B. Purchases:

Three months ended September 30,

2016 2015
Purchases of goods
Associates accounted for using equity $ 83,225 $ 86,92
method
Other related parties 10,933 -
$ 94,158 $ 86,926

Nine months ended September 30,

2016 2015
Purchases of goods
Associates accounted for using equity $ 246,981 $ 336,111
method
Other related parties 39,970 -
$ 286,951 $ 336,116

The purchase prices charged by related parties are approxinthtese charged by third parties.
The credit term from Taiwan IC Packaging Corporation amtAMicro Corporation are both 30

days after monthly billingsThe credit term from third parties is 30 to 45 days aftentinly
billings.

C. Receivables from related parties

September 30, 201 December 31, 210 September 30, 201

Accounts receivable

Associates accounted for $ 31 $ -$
using equity method
Other related parties 11,551 9,347 10,019
$ 11,582 $ 9,347 $ 10,019

The receivables from related parties arise mainly fralasstransactions. The credit term to IC
Packaging Corporation and Hitron Tech. liec30 days after the arrival date of shipment. The

receivables are unsecured and bear no interest. Them pn@visions for receivables from related
parties.

D. Payables to related parties

September 30, 201 December 31, 201 September 30, 201

Accounts payable

Associates accounted for $ 42,366 $ 58,560 $ 46,53:
using equity method
Other related parties 7,761 - -
$ 50,127 $ 58,560 $ 46,533
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The payables to related parties arise mainly from purchasssictions and are due 30 days after
the date of purchase. The payables bear no interest.

E. Lease contracts

OnApril 8, 2009, the Company signed a land lease contract withajor stockholders, Won Chin
and Cheng Chuan, to build a new plant on the leased lteakeRrefer to Note 6(24) for details.

(2) Key management compensation

Three months ended September 30,

2016 2015
Salaries and other employee benefits $ 6,560 12,396
Nine months ended September 30,
2016 2015
Salaries and other employee benefits $ 24,738 $ 57,919
8. PLEDGED ASSETS
The Group§ assets pledged as collateral are as follows:
Book value
Pledged of assetsSeptember 30, 201 December 31, 201 September 30, 201  Pledge purpose
Property, plant anc $ 176,811% 156,561 $ 157,743 Collaterals for gener.
equipment credit limit granted
by financial
institutions

9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNISED CONTRACT
COMMITMENTS

As of September 30, 2016, except for the provision of erdmsts and guarantees mentioned in Note
13(1) B and the lease contract described in Notes 6(24) #met& are no other significant commitments.

10. SIGNIFICANT DIASTER LOSS

None.
11. SIGNIFICANT EVENTS AFTER BALANCE SHEET DATE

None.
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12. OTHERS
(1) Capital risk management

There is no significant change in this period. Pleafsr te Note 12 in the consolidated financial
statements for the year ended December 31, 2015 for thedrelédrmation.

(2) Financial instruments
A. Fair value information of financial instruments

There is no significant change in this period. Pleafes te Note 12 in the consolidated financial
statements for the year ended December 31, 2015 for thedr@l&rmation.

B. Financial risk management policies

There is no significant change in this period. Pleafes te Note 12 in the consolidated financial
statements for the year ended December 31, 2015 for thedrel&drmation.

C. Significant financial risks and degrees of financiatgis
There is no significant change except for the follgnimformation. Please refer to Note 12 in
the consolidated financial statements for the yeae@rDecember 31, 2015 for the related
information.

Foreign exchange risk

The *U R X BU$Messes involve some ndkQFWLRQDO FXUUHQF\ RSHUDYV
functional FXUUHQF\ 17' WKH VXEVLG lied: URYH KRW) XEDF FURRGBP O F
and RMB, etc.). The information on assets and liabilidesominated in foreign currencies
whose values would be materially affected by the exchangdluatuations is as follows:

September 30, 2016

Foreign Foreign Currency
Currency Amount Exchange Rate Book Value
Financial assets USDUNTD $ 274,800 31.3600 % 8,617,728
JPYUNTD 638,132 0.3109 198,395
EURUNTD 4,265 35.0800 149,616
USDUEUR 3,476 0.8940 109,007
Financial liabilities USDUNTD $ 35,732 31.3600% 1,120,556

December 31, 2015

Foreign Foreign Currency

Currency Amount Exchange Rate Book Value
Financial assets USD:NTD $ 379,299 32.8250% 12,450,490

JPY:NTD 190,272 0.2727 51,887

EUR:NTD 7,393 35.8800 265,261

GBP:NTD 195 48.6700 9,491
Financial liabilities USD:NTD $ 48,231 32.8250% 1,583,183

USD:RMB 2,486 6.5703 81,603
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September 30, 2015

Foreign Foreign Currency
Currency Amount Exchange Rate Book Value
Financial assets USD:NTD $ 315,465 32.8700% 10,369,335
JPY:NTD 122,940 0.2739 33,673
EUR:NTD 4,378 36.9200 161,636
Financial liabilities USD:NTD $ 44,612 32.8700% 1,466,396
USD:RMB 2,353 6.3505 77,343

The total exchange gain (loss), including realized and liredaarising from significant foreign
exchange variation on the monetary items held by the Giauthe three months and nine
months ended September 30, 2016 and 2015, amounted to ($271,224), $558/6398} and
$271,177, respectively.

Sensitivity analyses relating to foreign exchange rates are primarily for financial reporting
period-end date of foreign currency monetary itdhthe New Taiwan Dollar exchange rate to
the U.S. Dollar increases or decreases by W KH *dh& ¥&ofne will increase or decrease
by $74,972 and $89,029 for the nine months ended September 30, 28 §neéspectively.

(3) Fair value information

A. ' HWDLOV RI WKH IDLU YDOXH RD Q\ HLOUDRX¥IPOIOQDEEQCDW®
IDLU YDOXH DUH SURYLGHG LQ 1RWM®»XH R$ WHW DURWK KV
property measured at cost are provided in Note)6(10

B. The different levels that the inputs to valuation teghes are used to measure fair value of
financial and non-financial instruments have been defisddiBws:

Level 1: Quoted prices (unadjusted) in active marketsdfemtical assets or liabilities that the
entity can access at the measurement date. A markegasded as active where a
market in which transactions for the asset or liabilitetgplace with sufficient
frequency and volume to provide pricing information on againg basis. The fair
YDOXH RI WKH *U R Xigdovstacks YsHné¢ Wi &dHNQ évell1Q

Level 2: Inputs other than quoted prices included within Lewtlat are observable for the
assetorOLDELOLW\ HLWKHU GLUHKWR | RUKHQGIRIHFW QL
in derivative instruments is included in Level 2.

Level3: 8QREVHUYDEOH LQSXWYV IRU W KH IRM WHK\H RU FOXL DB
in equity investment without active market is includetlewel 3.
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C. The related information of financial and non-financiatmmsients measured at fair value by level
on the basis of the nature, characteristics ang n$khe assets and liabilities at September 30,
2016, December 31, 2015 and September 30 R0ds follows:

September 30, 2016 Level 1 Level 2 Level 3 Total

Assets

Recurring fair value measurements
Available-for-sale financial assets

Equity securities $ 190,994 $ - 3 1,125 $ 192,119
December 31, 2015 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value measurements
Available-for-sale financial assets

Equity securities $ 183,179 $ - $ 1,125 $ 184,304
Financial assets at fair value

through profit or loss $ - $ 157768 $ - $ 15,768
Financial liabilities at fair value

through profit or loss $ - (3 13) $ - (3 13)

September 30, 2015 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value measurements
Available-for-sale financial assets

Equity securities $ 166,687 $ - $ 1,125 $ 167,812
Financial assets at fair value

through profit or loss $ 60,622 $ 11,789 $ - $ 72,411
Financial liabilities at fair value

through profit or loss $ - ($_11,409) $ - ($ 11,409

D. The fair value of financial instruments traded in actharkets is based on quoted market prices
at the balance sheet date. A market is regarded as ificfisated prices are readily and regularly
available from an exchange, dealer, broker, industry groigimgpservice, or regulatory agency,
DQG WKRVH SULFHVY UHSUHVHQWDLMRW XD DIV D Hakhi® DYV O
basis. The quoted market price used for financial asstdsbly the Group is the closing price.
These instruments are included in level 1. Instrumentadad in level 1 comprise primarily
listed stocks classified as available-for-sale financial asset

E. ) RUZDUG IRUHLJQ H[FKDQJH FREOeWWDF W fi WU DWW WA XI®!

F. If one or more of the significant inputs is not basadbservable market data, the instrument is
included in level 3.

G. The financial instrumentsf Level 3 had no changes for the nine months ended Sept&mMber
2016 and 2015.
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13. SUPPLEMENTARY DISCLOSURES
(1) Significant transactions information

A. Loans to others: None.
B. Provision of endorsements and guarantees to others: iPddasto table 1.

C. Holding of marketable securities at the end of the pgnotlincluding subsidiaries, associates
and joint ventures): Please refer to table 2.

D. Acquisition or sale of the same security with theusculated cost exceedidgr $300 million or
20% of the Compan$ paid-in capital: None.

E. Acquisition of real estate reaching NT$300 million or 20% dd & capital or more: None.
F. Disposal of real estate reaching NT$300 million or 20% af-pacapital or more: None.

G. Purchases or sales of goods from or to relate partiehingaNT$100 million or 20% of the
Company$ paid-in capital or more: Please refer to table 3.

H. Receivables from related parties reaching NT$100 million or @bfaid-in capital or more:
Please refer to table 4.

I. Trading in derivative instruments undertaken during the riegoperiods: Please refer to Note
6(2).

J. Significant inter-company transactions during the repgnpieriods: Please refer to table 5.

(2) Information on investees

Names, locations and other information of investee corapdnbt including investees in Mainland
China)u Please refer to table 6.

(3) Information on investments in Mainland China

A. Basic information: Please refer to table 7.

B. Significant transactions, either directly or inditg¢hrough a third area, with investee companies
in the Mainland Area: None.

~40~



14. SEGMENT INFORMATION
(1) General information

The Group operates business only in a single industry. Thien@raof the Board who allocag
resources and assesperformance of the Group as a whole, has identifiectiieaGroup has only
one reportable operating segment.

(2) Segment information

The segment information provided to the chief operating decisiaker for the reportable segments

is as follows:
Three months ended September 30,
2016 2015
Segment revenue $ 5,424,919 $ 6,087,629
Segment income $ 474,897 $ 1,086,170
Nine months ended September 30,
2016 2015
Segment revenue $ 16,405,103 $ 18,244,298
Segment income $ 1,862,066 $ 2,413,015

(3) Reconciliation for segment income (loss)

Sales betweeW HIPHQWY DUH FDUULHG RXW DWR ®D WHE YWH O@IDQO WK
reported to the chief operating decision-maker is measurgananner consistent with that in the
statement of comprehensive income.
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Transcend Information, Inc.
Provision of endorsements and guarantees to others

Nine months ended September 30, 2016

Table 1 Expressed in thousands of N°
(Except as otherwise indicate
Ratio of
. Maximum accumulated
Party being . . .
outstanding Outstanding endorsement Provision of
endorsed/guaranteed . - - -
Limit on endorsement/ endorsement/ guarantee Ceiling on endorsements Provision of  Provision of
Relationshif  endorsements/ guarantee guarantee Amount of amount to nel total amount of guarantees b' endorsements endorsements
with the guarantees amount as of amount at endorsements asset value ¢ endorsements/ parent guarantees b' guarantees tc
endorser/  provided fora September 30, September 30, Actual amount guarantees the endorser/  guarantees company to subsidiary to the party in
Number Endorser/ guarantor single party 2016 2016 drawn down secured with guarantor provided subsidiary parent Mainland
(Note 1) guarantor _Company name _ (Note 2) (Note 3) (Note 4) (Note 4) (Note 5) collateral company (Note 6) (Note 7) company China Footnote
0 Transcend Transcend Japan 2 $ 3,874,633 $ 621,800 $ 621,800 $ -$ - 3 7,749,266 Y N N -
Taiwan Inc.

Note 1: The numbers filled in for the endorsements/gueeargrovided by the Company or subsidiaries are as follows:
D 7KH &RPSDQ\ LV p ¢
E 7KH VXEVLGLDULHY DUH QXPEHUHG LQ RUGHU VWDUWLQJ IURP p ¥
Note 2: Relationship between the endorser/guarantbtlee party being endorsed/guaranteed is classifiedhiptfollowing six categories; fill in the numberaztegory each case belongs to:
(a)Having business relationship
(b)The endorser/guarantor parent company owns directly more than 509atesjof the endorsed/guaranteed subsidiary.
(c)The endorser/guarantor parent company and its subsidiaries jointly ovthand% voting shares of the endorsed/guaranteed company.
(d)The endorsed/guaranteed parent company directly or indirectly owrthamob@% voting shares of the endorser/guarantor subs
(e)Mutual guarantee of the trade as required by the construction contract.
(f)Due to joint venture, each shareholder provides endorsements/gudcatiieendorsed/guaranteed company in proportion to its ownership.
Note 3: Not exceeding 20% of the Company's net asset (@& 373,165*20%=%$3,874,633)
Note 4: The maximum outstanding endorsement/guarantee athaimgy and as of September 30, 2016 is JPY$2,000,000.
Note 5: The actual amount of endorsement drawn dow®. is $
1RWH 1RW H[FHHGLQJ RI WKH &RPSDQ\fV QHW DVVHW YDOX
1RWH JLOO LQ p<9y IRU WKRVHHPYIOW R I JISDORVDIOM.RBVRE\HQIGRVHG SDUHQW FRPSDQ\ WR VXEVLGLDU\
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Transcend Information, Inc.

Holding of marketable securities at the end of the pgnotlincluding subsidiaries, associates and joint ventures)

Nine months ended September 30, 2016

Expressed in thousands of N°

Table 2
(Except as otherwise indicate
As of September 30, 2016
Marketable securities Relationship with the General Book value Footnote
Securities held by (Note 1) securities issuer (Note 2) ledger account Number of shares (Note 3) Ownership (%) Fair value (Note 4)
Transcend Taiwan Stocks
Alcor Micro Corp. Relative parties Non-curr.ent ayallable-for- 6220933 $ 125,663 8 125,663 i
sale financial assets
Hitron Tech. Inc. ; ; 3,060,017 65,331 1 65,331 -
Skyviia Corp. - : 259,812 - 2 - -
Dramexchange Tech Inc. - : 60,816 1,125 1 1,125 -
$ 192119
Bonds
Yuanta Asset Manageme - Current bond investment
Limited - bond with without active market
repurchase agreement ra - $ 551,568 - - -
as investment-grade bonc
by S&P
1RWH ODUNHWDEOH VHFXUIFWVH¥ RQGWK IE MA\QDHE OHL D H | HHH WARLLWIMRRLW H W B RXGUR W KHY IH/DIMHBRGMY KRB R WRY , $6H F RIOQRW DRQDD QG PHDV X

Note 2: Leave the column blank if the issuer of marketabturities is non-related party.

Note 3: Fill in the amount after adjusted at faineahnd deducted by accumulated impairment for the méatketacurities measured at fair value; fill in the asitfon cost or amortised cost deducted by accumulatedrimeat for the

marketable securities not measured at fair value.

Note 4: The number of shares of securities and their ampledged as security or pledged for loans and theiratisitis on use under some agreements should be stated aotitngté if the securities presented herein have suditizors.
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Transcend Information, Inc.
Purchases or sales of goods from or to related parties reaching NT$100 anili@% of paid-in capital or more
Nine months ended September 30, 2016
Table 3 Expressed in thousands of N

(Except as otherwise indicate

Differences in transaction terms compa

Transaction to third party transactions Notes/accounts receivable (payable
Percentage of Percentage of
Relationship with the Sales total sales total notes/account
Purchaser/seller Counterparty counterparty (purchases) Amount (purchases) Credit term Unit price Credit term Balance receivable (payable Footnote
Transcend Taiwan Transcend Japan Inc. The Company's subsidiary Sales 19646,177 10 120 days after No significant 30 to 60 days after $ 721,160 24 -
monthly billings difference  monthly billings to third
parties
; Transcend Information Subsidiary of Memhiro : 1,232,960 8 : ; ; 67,125 2 -
Europe B.V.
; Transcend Information, Inc. The Company's subsidiary : 782,720 5 : ; ; 222,019 7 -
; Transcend Korea Inc. The Company's subsidiary : 460,502 3 60 days after ; ; 25,012 - -
monthly billings
; Transtech Shanghai Subsidiary of Memhiro : 444,814 3 120 days after : : 166,193 6 -
monthly billings
; Transcend Information Subsidiary of Memhiro : 305,483 2 : ; ; 25,675 1 -
Trading GmbH, Hamburg
; Transcend Information (H.k Subsidiary of Memhiro : 299,269 2 : ; ; 49,676 2 -
Ltd.
Transcend Information Transcend Information Together with Transcend : 389,379 280 days after recei : 7 to 60 days after receir 19,283 12 -
Europe B.V. Trading GmbH, Hamburg  Information Europe B.V. of goods of goods to third parties
are controlled by parent
company
Transcend Information Transtech Trading ; ; 104,905 6 60 days after : 30 to 60 days after 18,445 4 -
(Shanghai), Ltd. (Shanghai) Co., Ltd. monthly billings receipt of goods to third
parties
Transcend Taiwan Transcend Shanghai Subsidiary of Memhiro (Purchakes) 350,909) ( &) days after recei Note 1 7 to 30 days after ( 555,649) ( 28) -
of goods monthly billings to third
parties
; Taiwan IC Packaging Corp.Associate accounted for : ( 246,981) ( 2) 30 days after  No significant 30 to 45 days after ( 42,366) ( 2) -
using the equity method monthly billings difference  monthly billings to third
parties

Note 1: The purchase transactions between Transcend Taiwan and Transcend Shamgltaibwerd to processing of supplied materials. No other similar transactionsusstdlder comparison.
1RWH 7KH &RPSDQ\TV VDOHV WR VXEVLGLDUHWVIZRBHNKHAX&ER POBHQ\W DFR RAXELNVQ 5@ \D W KD S/FRIPIDDVGVLOCE QIR BU VIFOR BH UWFKID LIQVRIWRP WKH &RPSD(
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Transcend Information, Inc.
Receivables from related parties reaching NT$100 milliorD&t &f paid-in capital or more
Nine months ended September 30, 2016
Table 4 Expressed in thousands of N°

(Except as otherwise indicate

Amount collected

Relationship Balance as at September ¢ Overdue receivables subsequenttothe  Allowance for
Creditor Counterparty with the counterparty 2016 Turnover rate Amount Action taken balance sheet dat¢  doubtful accounts
Transcend Taiwan Transcend Japan Inc. Subsidiary of the  $ 721,160 421 $ - -$ 210,443 $ -
Company
: Transcend Information Inc. Subsidiary of the 222,019 5.65 - - 25,496
Company
: Transtech Trading (shanghai) C' Subsidiary of Memhiro 166,193 2.98 - - 61,463
Ltd.
Transcend Shanghai Transcend Taiwan Parent company 555,649 0.88 - - 66,759

Table 4,Page 1



Significant inter-company transactions during the reporting periods

Nine months ended September 30, 2016

Transcend Information, Inc.

Table 5 Expressed in thousands of N
(Except as otherwise indicate
Transaction
Number Relationship Percentage of consolidated total operati
(Note 1) Company name Counterparty (Note 2) General ledger account Amount Transaction terms revenues or total assets (Note 3)
0 Transcend Taiwan Transcend Japan Inc. 1 Sales 1,546,177 There is no significant 9%
difference in unit price
from those to third partie
: : Transcend Information Eurc : ; 1,232,960 : 8%
: : Transcend Information, Inc. : ; 782,720 : 5%
; ; Transcend Korea Inc. ; ; 460,502 ; 3%
: : Transtech Trading (Shangh : ; 444,814 : 3%
Co., Ltd.
: : Transcend Information : ; 305,483 : 2%
Trading GmbH, Hamburg
: : Transcend Information (H.K : ; 299,269 : 2%
Ltd.
: : Transcend Information : Purchases 350,90%rocessing with supplie 2%
(Shanghai), Ltd. materials. No other
similar transactions car
be used for comparisor
: : Transcend Japan Inc. : Accounts receivable 721,160120 days after monthly 3%
billings
: : Transcend Information Inc. : Accounts receivable 222,019 : 1%
: : Transcend Information : Accounts payable 555,64960 days after receipt of 3%
(Shanghai), Ltd. goods
1 Transcend Information Europe B. V. Transcend Information 3 Sales 389,379 There is no significant 2%

Trading GmbH, Hamburg

(Individual transactions not exceeding 1% of the consolidatatiretenue and total assets are not disclo
Note 1: The numbers filled in for the transaction company in respetteo-company transactions are as follows:

(a) Parent company is "0".
(b) Subsidiaries were numbered from 1.

difference in unit price
from those to third partie

Note 2: Relationship between transaction company and counterpartysifiedaiato the following three categories; fill in the numbecategory each case belongs to (If transactions between parent compantysididrges or between
subsidiaries refer to the same transaction, it is not réqaidésclose twice. For example, if the parent company hadgldisclosed its transaction with a subsidiary, then theidiaby is not required to disclose the transaction;
for transactions between two subsidiaries, if one of thelmries has disclosed the transaction, then the other ieqoired to disclose the transaction.):

(a) Parent company to subsidiary.
(b) Subsidiary to parent company.
(c) Subsidiary to subsidiaries.

Note 3: Regarding percentage of transaction amount to consolidateoptertaling revenues or total assets, it is computed based on petibdlance of transaction to consolidated total assets for balancestmatts and based on
accumulated transaction amount for the period to cortedlittdal operating revenues for income statement accounts
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Transcend Information, Inc.
Information on investees

Nine months ended September 30, 2016

Table 6 Expressed in thousands of N
(Except as otherwise indicate
Investment income (loss
o Net profit (loss) recognised by the Compa
Initial investment amount Shares held as at September 30, 2016 of the investee for the nir for the nine months ende
Balance as at Balance as at month ended Septembe September 30, 2016
Investor Investee Location Main business activities ~September 30, 201¢ December 31, 2015 Number of shares Ownership (%) Book value 30, 2016 (Note 1) Footnote
Transcend TaiwanSaffire Investmeni  B.V.l.  Investments holding company $ 20,418 $ 1,202,418 36,600,000 100 $ 1,853,999 ($ 9,358) $ 15,250 Note :
Ltd.
Transcend Japan  Japan Wholesaler of computer 89,103 89,103 6,400 100 223,548 6,592 6,398te 2
Inc. memory modules and
peripheral products
Transcend United Wholesaler of computer 38,592 38,592 625,000 100 124,929( 20,159) ( 20,159) Note 2
Information, Inc. States of memory modules and
America peripheral products
Transcend Korea Korea  Wholesaler of computer 6,132 6,132 40,000 100 41,736 277 Nate 2
Inc. memory modules and
peripheral products
Taiwan IC Taiwan Packaging of Semi-conductors 354,666 354,666 51,842,975 12.70 288,786( 229,765) ( 28,425) Note 5
Packaging Corp.
Saffire Investmeni Memhiro Pte Ltd.  Singapore Investments holding company 1,156,920 1,156,920 55,132,000 100 1,856,894( 9,614) ( 9,614) Note 3
Ltd.
Membhiro Pte Ltd. Transcend NetherlandsWholesaler of computer 1,693 1,693 100 100 184,677( 3,328) ( 3,328) Note 4
Information memory modules and
Europe B.V. peripheral products
Transcend Germany Wholesaler of computer 2,288 2,288 - 100 83,399 2,752 2,19ate 4
Information memory modules and
Trading GmbH, peripheral products
Hamburg
Transcend Hong Kong Wholesaler of computer 7,636 7,636 2,000,000 100 11,215 2,737 2,718Gte 4
Information (H.K.) memory modules and
Ltd. peripheral products

Note 1: The Company does not directly recognise thestnvent income (loss) except for the subsidiaries dirbett.
Note 2: Subsidiaries of the Company.

Note 3: Subsidiary of Saffire.

Note 4: Subsidiaries of Memhiro.

Note 5: Please refer to Note 6 (8).
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Transcend Information, Inc.
Information on investments in Mainland China

Nine months ended September 30, 2016

Table 7 Expressed in thousands of N
(Except as otherwise indicate
Accumulated ~Amount remitted from Taiwan tc Accumulated Investment income
amount of Mainland China/ amount (loss) recognised
remittance from Amount remitted back of remittance Ownership by the Company Book value of Accumulated amoun
Taiwan to to Taiwan for the nine months from Taiwan to Net income of  held by for the nine investments in of investment income
Mainland China ended September 30, 2016 Mainland China investee as of the Company months ended Mainland China  remitted back to
Investee in Investment method as of January 1  Remitted to Remitted back as of Septembe September 30  (direct or  September 30, 201 as of Septembe Taiwan as of
Mainland China  Main business activities Paid-in capital Note 1 2016 Mainland China  to Taiwan 30, 2016 2016 indirect) p- Note 2, 30, 2016 September 30, 201¢ Footnote
Transcend Manufacturer and seller of $ 1,134,178 2) $ 1,134,178 - - $ 1,134,178 $ 24,278 100 $ 24,293 $537,226 $ 1,464,028 -
Information computer memory modules,
(Shanghai), Ltd. storage products and disks
Transtech Wholesaler and agent of 16,310 2) 16,310 - - 16,310 ( 5,490) 100 ( 5,490) 17,719 - -
Trading computer memory modules
(Shanghai) Co., and peripheral products.
Ltd. Retailer of computer

components.

Investment amount
approved by the
Investment Commissic
of the Ministry of
Economic Affairs
(MOEA)

Ceiling on investment:
in Mainland China
imposed by the
Investment Commissic
of MOEA

Accumulated amount of
remittance from Taiwan to
Mainland China

Company name _as of September 30, 201¢
Transcend
Information $
(Shanghai), Ltd.
Transtech
Trading
(Shanghai) Co.,
Ltd.
Total $

1,134,178 $ 1,134,178% -

16,310 16,310 -

1,150,488 $ 1,150,488% 11,623,899
Note 1: Investment methods are classified into the following ttagyaries; fill in the number of category each case belongs to:
(1) Directly invest in a company in Mainland China.
(2) Through investing in an existing company in the third &emljiro Pte Ltd.), which then invested in Mainland China.
(3) Others.
1RWH 7KH ILQDQFLDO VWDWHPHQW W V&K BN UHMHNUHRRSIZQAI WD QESDWWHVWHG E\ 5
Note 3: The numbers in this table are expressed in New Taiwan®olla
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