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Independent Auditors’ Report

The Board of Directors
Topco Scientific Co., Ltd.:

We have audited the accompanying balance sheétspafo Scientific Co., Ltd. as of December 31, 2011
and 2010, and the related statements of incomegelsain stockholders’ equity, and cash flows f@ th
years then ended. These financial statementhianesponsibility of the Company’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audits. We didurdit

the financial statements for certain long-term gquivestments accounted for under the equity nestho
which amounted to $878,795,000 and $713,378,00tstitoting 11.81% and 9.84% of the total assets, as
of December 31, 2011 and 2010, respectively, anavfach the related net investment income amounted
to $152,837,000 and $159,994,000, constituting838.5hnd 20.78% of net income before tax, for 2011
and 2010, respectively. These financial statemeet® audited by other auditors, whose reports have
been furnished to us, and our opinion, insofar aslates to the amounts of long-term equity investts

and investment income included for these invesiedmsed solely on the reports of the other aralito

We conducted our audits in accordance with geneealtepted auditing standards and the “Regulations
Governing Auditing and Certification of FinanciataBments by Certified Public Accountants” in the
Republic of China. Those standards and regulatiegsire that we plan and perform the audit to iobta
reasonable assurance about whether the finanatainstnts are free of material misstatement. Art aud
includes examining, on a test basis, evidence stipgothe amounts and disclosures in the financial
statements. An audit also includes assessing d¢beuating principles used and significant estimates
made by management, as well as evaluating the lbfiesmncial statement presentation. We beliewat th
our audits and the reports of the other auditorsige a reasonable basis for our opinion.

In our opinion, based on our audits and the aforgimeed, reports of the other auditors, the finahci
statements referred to above present fairly, innadlterial respects, the financial position of Topco
Scientific Co., Ltd. as of December 31, 2011 antilR@nd the results of its operations and its fiasvs

for the years then ended, in conformity with thédelines Governing the Preparation of Financial dRep
by Securities Issuers and accounting principlegiggly accepted in the Republic of China.

March 19, 2012

The accompanying financial statements are inteladédto present the financial position, resultopérations, and cash flows in
accordance with accounting principles and practpeserally accepted in the Republic of China andthose of any other
jurisdictions. The standards, procedures and ipezcto audit such financial statements are theserglly accepted and applied
in the Republic of China.

The auditors’ report and the accompanying finarstialements are the English translation of the &@rversion prepared and
used in the Republic of China. If there is any cahflietween, or any difference in the interpretab@rthe English and Chinese
language auditors’ report and financial statemehesChinese version shall prevail.



TOPCO SCIENTIFIC CO., LTD.

Statements of Income

For the years ended December 31, 2011 and 2010
(expressed in thousands of New Taiwan dollars, exgtenet income per share amounts)

2011 2010
Amount % Amount %
Operating revenues (note 17):
Sales $ 12,048,529 90 10,680,783 91
Less: sales returns and allowances 15,290 - 143,500 1
12,033,239 90 10,537,283 20
Construction revenue 937,578 7 764,625 6
Service revenue 307,059 2 319,824 3
Other operating revenue 118,193 1 92,469 1
13,396,069 100 11,714,201 100
Operating costs (notes 7, 17 and 20):
Cost of goods sold 10,755,058 80 9,560,407 82
Construction costs 891,108 7 799,329 7
Other operating costs 79,739 - 59,497 -
11,725,905 _ 87 10,419,233 _ 89
1,670,164 13 1,294,968 11
Realized profit on intercompany sales (note 17) 4,036 - 3.026 -
Gross profit 1,674,200 _13 1,297,994 11
Operating expenses (notes 17 and 20):
Selling expenses 422910 3 408,907 3
General and administrative expenses 348,341 3 308,809 3
771,251 6 717,716 6
Operating income 902,949 7 580,278 5
Non-operating income:
Interest income (note 17) 3,779 - 2,299 -
Investment income recognized under the equity nikthet (notes 9 and
17) 145,348 1 160,043 2
Dividend income (note 5) 43,232 - 12,634 -
Gain on valuation of financial assets (notes 5H)d 5,993 - 5,494 -
Other income (notes 5, 7, 10, 17 and 20) 127,565 1 31,401 -
325,917 2 211,871 2
Non-operating expenses and losses:
Interest expense 248 - 639 -
Foreign currency exchange loss, net 27,272 - - -
Asset impairment losses (note 5) 9,000 - 1,600 -
Loss on valuation of financial liabilities (notegbd 16) 4 533 - 2,165 -
Other losses (note 20) 27,779 - 17,902 -
68,832 - 22,306 -
Income before income tax 1,160,034 9 769,843 7
Income tax expense (note 14) 207,581 2 109,849 1
Net income $ 952,453 __ 7 659,994 6

Before After
income tax income tax income tax income tax

Basic net income per share (note 15) $7.80

Basic net income per share calculated by adjustingjvidends declared
retroactively

Diluted net income per share $1.7

Diluted net income per share calculated by adjustig dividends declared
retroactively

=

See accompanying notes to financial statements.

6.40

Before After

2.28 4.53
$5.18 4.44
2.24 4.49
$5.14 4.40



TOPCO SCIENTIFIC CO., LTD.
Notes to Financial Statements

December 31, 2011 and 2010
(expressed in thousands of New Taiwan dollars uniestherwise specified)

(1) Organization

Topco Scientific Co., Ltd. (the Company) was inaygied on February 17, 1990, under the provisions
of the Company Act of the Republic of China (R.Q.C.The Company engages in the trading of
electronics products, high technology products asldted materials and components, pollution

prevention equipment, the design and installatiowater purification and recycling systems, as well

as solar energy materials and providing solar gngygtem integration services.

As of December 31, 2011 and 2010, the Company Ipgaogimately 424 and 379 employees,
respectively.

(2) Summary of Significant Accounting Policies

The financial statements are prepared in accordaitbethe Guidelines Governing the Preparation of
Financial Reports by Securities Issuers and acoauptinciples and practices generally accepted in
the Republic of China. The financial statementdhef Company have been prepared in the local
currency and in Chinese. The financial statemargshe English translation of the Chinese version
prepared and used in the Republic of China. Ifel& any conflict between, or any difference ia th
interpretation of, the English and Chinese langufigencial statements, the Chinese version shall
prevail. The significant accounting policies ancasurement basis adopted in preparing the
accompanying financial statements are summarizéallaws:

(a) Accounting estimates

The preparation of financial statements in conftymwith the aforementioned guidelines and
principles requires management to make reasonablergptions and estimates of matters that are
inherently uncertain. The actual results may diffem management’s estimates.

(b) Foreign currency transactions and translation

The Company’s reporting currency is the New Taiwlaflar. Non-derivative foreign currency
transactions are recorded at the exchange rateailprg at the transaction date. At the balance
sheet date, monetary assets and liabilities deradednin foreign currencies are translated using
the exchange rates on that date. The resultingalined exchange income (loss) from such
translations is reflected in the accompanying statgs of income. Non-monetary assets and
liabilities that are measured in terms of histdriast in a foreign currency are translated usimg t
exchange rates at the transaction date. Non-mgnetssets and liabilities denominated in
foreign currencies that are stated at fair val@et@nslated using the exchange rate at the balance
sheet date. If the non-monetary assets or lisgdsliire measured at fair value through profit or

(Continued)
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TOPCO SCIENTIFIC CO., LTD.

Notes to Financial Statements

loss, the resulting unrealized exchange incomes)lé®m such translations is reflected in the
accompanying statements of income. If the non-riaop@ssets or liabilities are measured at fair
value through stockholders’ equity, the resultimgealized exchange income (loss) from such
translations is recorded as a separate componetakholders’ equity.

Foreign investees, which are accounted for by théty method, record their books in the local
currency. All non-functional-currency transacticare translated into the functional currency at
the rate prevailing on the transaction date, aedrésulting unrealized gains or losses are taken
directly to the income statement. Translation siipents resulting from the translation of
functional-currency financial statements into th@m@any’s reporting currency are accounted for
as translation adjustment, which is a separate oae of stockholders’ equity.

Distinction between current and non-current assedsliabilities

Current assets are unrestricted cash and cashaéenity and other assets to be realized in cash,
sold, or consumed (prepaid items) within 12 momththe balance sheet date. Current liabilities
are obligations to be paid or settled within 12 therof the balance sheet date. All other assets
or liabilities are classified as non-current.

When the construction period exceeds one yeargdhstruction in progress, advance contract
receipts, accounts receivable (payable), and cestrideposits for construction are recognized
currently based on the operating cycle.

Impairment of assets

The Company adopted SFAS No. 35 “Impairment of £3se In accordance with SFAS No. 35,

the Company assesses at each balance sheet datemtiere is any indication that an asset
(individual asset or cash-generating unit) othemtlgoodwill may have been impaired. If any
such indication exists, the Company estimates #wowerable amount of the asset. The
Company recognizes impairment loss for an assetsahmarrying value is higher than the
recoverable amount.

The Company reverses an impairment loss recogriizeprior periods for assets other than
goodwill if there is any indication that the impagnt loss recognized no longer exists or has
decreased. The carrying value after the revelsalld not exceed the recoverable amount or the
depreciated or amortized balance of the assetsnasguno impairment loss was recognized in
prior periods.

The Company assesses goodwill and intangible agdeth have indefinite useful lives and are

not available for use on an annual basis and répegran impairment loss on the excess of
carrying value over the recoverable amount.

(Continued)
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TOPCO SCIENTIFIC CO., LTD.

Notes to Financial Statements

Cash equivalents

Cash equivalents are short-term investments inatubionds purchased under resale agreements
with a maturity of three months or less from théedaf investment. Cash equivalents are readily
convertible to known amount of cash and presengmificant risk of change in value due to
changes in interest rates.

Financial assets measured at fair value througfit prdoss

These financial instruments include financial eséetd for trading and financial assets designated
as at fair value through profit or loss. The mpimposes of financial assets held for trading are
selling or repurchasing in the short term. Allidatives other than those that the Company holds
for hedging purposes and are considered to betiefieshould be classified into the above account.

At initial recognition, financial instruments areegsured at fair value, and the cost of acquisition
or issuance is recognized as current expense. e§uést to initial recognition, the Company

measures these financial instruments at fair védeaugh profit or loss. A regular way purchase
or sale of financial assets is recognized usingdeti@date accounting.

Available-for-sale financial assets

The financial instruments that the Company des&mat available-for-sale financial assets upon
initial recognition are measured at fair value amdude the cost of acquisition. Subsequent to
initial recognition, the Company measures thesaniiial instruments at fair value. A gain or

loss on an available-for-sale financial asset t®geized in equity, except for impairment losses
and foreign exchange gains and losses of monetaandial assets until the financial asset is
derecognized. When the financial asset is derépegnthose cumulative gains or losses are
recognized in profit or loss. A regular way purshar sale of financial assets is recognized
using trade-date accounting.

If there is any objective evidence that an impairtiless has been incurred, the impairment loss is
recognized as profit or loss. If the impairmerssiaecreases subsequently, the impairment losses
are recognized as profit or loss for an investniergn equity instrument classified as available-
for-sale and will be reversed through equity rattiean through profit or loss; while for debt
securities, if the reversal of impairment loss jparently related to events occurring after the
impairment loss, then the amount will be reversedugh profit or loss.

Financial assets carried at cost
Investments in equity instruments are measureditidlicost if their fair value cannot be reliably
measured and if the Company does not have signifinfluence on the investments. If there is

any objective evidence that an impairment loss baen incurred, the impairment loss is
recognized in profit or loss. Such impairment Isksuld not be reversed.

(Continued)
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TOPCO SCIENTIFIC CO., LTD.

Notes to Financial Statements

Accounts receivable and other receivables

Effective January 1, 2011, the Company adoptedRE&¥ Statement of Financial Accounting
Standards (SFAS) No.34 “Financial Instruments: Baoization and Measurement”. According
to the ROC company act, the accounts receivableotret receivables are measured at amortized
cost. The Company considers evidence of impairmfentaccounts receivable and other
receivables at both a specific asset and colledtivel. All individually significant receivables
are assessed for specific impairment. All indialtip significant receivables found not to be
specifically impaired are then collectively assdsk&a any impairment that has been incurred but
not yet identified. Accounts receivable and otfemeivables that are not individually significant
are collectively assessed for impairment by grogpogether notes and accounts receivable, and
other receivables with similar risk characteristics

An impairment loss in respect of a financial agaetisured at amortized cost is calculated as the
difference between its carrying amount and thegmesalue of the estimated future cash flows
discounted at the asset’s original effective irgerate. Losses are recognized in profit or loss
and reflected in an allowance account against reotdsaccounts receivable, and other receivables.
When determining the amount of impairment loss,gimated future cash flow will include any
collateral involved and related insurance recoderamount.

If, in a subsequent period, the amount of the immpant loss decreases and the decrease can be
related objectively to an event occurring after thairment was recognized, the previously
recognized impairment loss shall be reversed eithiectly or by adjusting the allowance account.
The reversal shall not result in a carrying amoeainthe financial asset that exceeds what the
amortized cost would have been had the impairment been recognized at the date the
impairment is reversed.

For the year ended December 31, 2010, the allowfamadoubtful accounts is generally based on
management’s evaluation of the likelihood of cdilet of the Company’s accounts receivable
balances. The management’s evaluation considest g@xgerience in the collection of the
Company’s accounts receivable balances, which lagectedit rating of the customers, aging
analysis of outstanding accounts receivable, aadibdit policy of the Company.

Derivative financial instruments and hedging

The derivative financial instruments held by therany are for hedging the risk of changes in
foreign currency exchange rates resulting from afay, financing and investing activities.
Under the Company’s policy, the purpose of thewdgrre financial instruments is hedging. The
derivatives are recognized as financial instrumératsl for trading when they do not meet the
criteria for hedge accounting.

(Continued)
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TOPCO SCIENTIFIC CO., LTD.

Notes to Financial Statements

Inventories

The cost of inventories shall comprise all costpuafchase, costs of conversion, and other costs
incurred in bringing the inventories to their prasication and condition, and is calculated based
on the weighted-average cost. Inventories are umedsat the lower of cost or net realizable
value on an item-by-item basis. Net realizablaigat the estimated selling price in the ordinary
course of business, less the selling expenses ainith of the period.

Non-current assets held for sale

The asset must be available for immediate salésipresent condition subject only to terms that
are usual and customary for sales of such assetsfsasale must be highly probable within one
year. Assets classified as held for sale shathbasured at the lower of carrying amount or fair
value less costs to sell, and depreciation, depletor amortization on shall assets to cease.
Assets held for sale should be presented separatelyhe balance sheet. An entity shall
recognize impairment losses on the fair value tesds to sell of the non-current asset to in the
income statement. If the asset has been revalueddordance with the laws, it shall follow
SFAS No. 35 “Impairment of Assets”.

(m) Construction in progress and advance contractpecei

(n)

Contract costs include direct material and labstsand related construction expenses categorized
by project. Costs of uncompleted contracts in sxcef related billings are classified under
current assets, whereas billings on uncompletetracis in excess of related costs are classified
under current liabilities.

The completed-contract method of accounting fogimrm construction projects is adopted when
the construction period is within one year. Thecpetage-of-completion method of accounting
for long-term construction projects is adopted wttes construction period exceeds one year and
the contract price, the completion cost, and theregxof construction progress can be reasonably
estimated. The construction costs incurred arerded as “construction in progress”. Advance
receipts on construction contracts are recordéddsance contract receipts”. At each year-end,
the percentage-of-completion method is used fameasing aggregate contract gain less aggregate
contract gain recognized in prior period, and thseulting difference is recognized currently.
When a loss is estimated on construction contrémtsentire estimated loss should be recognized
immediately.

Changes in contract price or estimated total a@straated as changes in accounting estimate.
Long-term equity investments

Long-term investments are accounted for under tipaitye method when the percentage of
ownership held by the Company and its subsidiaxeseds 20%.

(Continued)
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TOPCO SCIENTIFIC CO., LTD.

Notes to Financial Statements

The difference between the cost of the investment the amount of underlying equity in net
assets of an investee attributed to depreciabf@et#ble, or amortizable assets is amortized over
the estimated remaining economic years. The diffeg attributed to the carrying amount in
excess of or lower than the fair value of assetsvigten off entirely when the difference
disappears. The cost of investment in excess effdlir value of identifiable net assets is
recognized as goodwill and is no longer amortizethe difference attributed to the fair value of
identifiable net assets in excess of the cost wéstment causes a proportional decrease in the
carrying amount of non-current assets. When theyiag amount of non-current assets is
decreased to zero, the remaining difference isutiir@xtraordinary gain or loss.

The difference between the disposal price and ayrgmount of long-term equity investment
under the equity method on the disposal date isgrézed as gain or loss from disposal of long-
term equity investment. The associated capitalplsar resulting from long-term equity
investment is reclassified into current gain orslas proportion to disposal of long-term equity
investment. If an investee company accountedrideuthe equity method issues new shares and
the Company does not purchase new shares propatdlgnthen the investment percentage, and
therefore the equity in net assets for the investmaill be changed. Such difference shall be
used to adjust capital surplus or retained earrangslong-term equity investments.

When the unrealized gain or loss on financial imsnts, accumulated currency translation
adjustments, and unrecognized net pension costvekiee companies accounted under the equity
method, including are changed, the change is teflea those accounts of those companies and in
long-term investment under the equity method basetthe percentage of ownership.

Unrealized inter-company profits or losses resglfiom transactions between the Company and
its subsidiaries and investees accounted for uthdeequity method are deferred until realized, or
are amortized based on the useful lives of thet@dhat give rise to such unrealized profits or
losses.

The investees over which the Company has contrel amsolidated into the Company’s
consolidated financial statements. The Companyares consolidated financial statements
quarterly.

Property, plant and equipment, leased assets,eprédation

Property and equipment are stated at cost and earvalued at government-declared values or
indexes. Major renewals and improvements are &gt and depreciated accordingly; repairs
and maintenance are charged to expenses as incui@adns or losses on disposal of property,
plant and equipment are recorded as nonoperating galosses.

Excluding land, depreciation of property and equéptris provided using the straight-line method

over the estimated useful lives of the respectssets. The useful lives of respective assets are
summarized as follows:

(Continued)
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Notes to Financial Statements

1. Buildings: 50 years.
2. Office and other equipment: 2~20 years.

Property, plant and equipment leased to othergzaunder operating leases are classified as leased
assets. Rental income received by the Compangderded as non-operating income. The
related depreciation is accounted for as a reduatiorental income. Related taxation, utility
expenses, and maintenance expenses are recordedrerst administrative expenses, unless the
contract calls for the lessee to pay these expenses

Intangible assets

The Company adopted SFAS No. 37 “Intangible Asset#i accordance with SFAS No. 37,
other than an intangible asset acquired by waygufvernment grant, which should be measured at
its fair value, an intangible asset shall be messumitially at cost. After initial recognitionna
intangible asset shall be measured at its cost nelvsluation increment revalued in accordance
with the laws, less any accumulated amortizatiahaary accumulated impairment losses.

The depreciable amount of an intangible asset tsrgdéned by the original cost less its residual
value. Amortization is provided for by using theafght-line method over the estimated useful
lives of intangible assets from the date that they available for use. The cost of computer
software for internal use is amortized by usingdtnaight-line method over three years.

The residual value, amortization period, and arpatibn method for an intangible asset with a
finite useful life shall be reviewed at least atlediscal year-end. Any changes shall be
accounted for as changes in accounting estimates.

Deferred charges

Deferred charges including network installation enge are stated at cost and amortized using the
straight-line method over 3~5 years.

Retirement plan

The Company has established an employee noncanjbulefined benefit retirement plan
covering all regular employees. According to thign, employees are eligible for retirement or
are required to retire after meeting certain agsesvice requirements. Payments of employee
retirement benefits are based on the years ofgeamd the average salary for the six months
before the employee’s retirement. Each employee wiialifies for retirement is entitled to
receive retirement benefits equal to two month&rgafor the first 15 years of service and one
month’s salary for each service year after theesixth year. The maximum benefit is 45 months
of salary.

(Continued)
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Notes to Financial Statements

The Labor Pension Act became effective on JulyQD52 and prescribes a defined contribution
pension plan for all new employees and for any eyg#s employed before that date who opted to
adopt it.

The Company contributes an amount equal to 2% lairiea and wages to the pension fund
maintained with Bank of Taiwan. The employee estient benefits are initially paid out of the
pension fund and then by the Company if the furidgafficient.

Under this defined benefit pension plan, the pengiabilities are actuarially calculated at the
year-end date, and the Company recognizes netdieniension costs, including service cost,
interest cost, expected return on plan assets,aamuttization of net unrecognized transaction
assets over the average remaining service peritite@@mployees of 18 years.

Under this defined contribution pension plan, th@mpany contributes monthly an amount equal
to 6% of salaries and wages to employees’ indivighg@sion fund accounts with the Bureau of
Labor Insuranceand the contribution is recorded as pension expeisehe accompanying
statements of income.

Share-based payment

The employee stock options granted before Janua?9d8, are accounted for by Interpretations
(92) 070, 071, and 072 issued by the AccountingeBeh and Development Foundation (ARDF).
The Company adopts the intrinsic value method lierémployee stock options. Compensation
costs are the excess, if any, of the fair valuthefstock at the measurement date over the amount
employees must pay to acquire the stock. Meanwtiike compensation costs mentioned above
are recorded as current expense and a separateorwempof stockholders’ equity during the
service period of the employees specified in thplepee stock option plan. According to SFAS
No. 39 “Share-based Payment”, the Company neeamaly SFAS No. 39 retroactively to the
share-based payments that were granted before ryabhp2008; however, the pro forma net
income and net income per share should be disclosed

Employee bonuses and directors’ and supervisonsineration

Employee bonuses and directors’ and supervisomsuineration based on the ROC Company Act

and the Company’s articles of incorporation andreppated after January 1, 2008, are accounted
for by Interpretation (96) 052 issued by the ARDH.he Company estimates the amount of

employee bonuses and directors’ and supervisaraimeration according to the Interpretation and

recognizes it as expenses. Differences betweeartimeint approved in the shareholders’ meeting

and that recognized in the financial statementanif, are accounted for as changes in accounting
estimates and recognized as profit or loss.

(Continued)
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Notes to Financial Statements

Income taxes

Income tax is calculated based on accounting incoriiée amount of deferred tax liabilities and

assets is calculated by applying the provisionsnaicted tax law to determine the amount of tax
payable or refundable, currently or in future year§he tax effects of taxable temporary

differences are recorded as deferred tax lialslitieThe tax effects of deductible temporary
differences, net operating losses, and income tadits are recognized as deferred income tax
assets. An allowance is provided for deferredassets that may not be realized in the future.

Deferred income tax assets or liabilities are digskas current or non-current based on the
classification of the asset or liability that resdl in the deferred item or, for certain transangio
not directly related to an asset or liability, bdhea the timing of the expected reversal date.

The 10% surtax on unappropriated earnings is recb@ab current income tax expense in the
following year when the shareholders resolve natistribute the earnings.

Revenue recognition

Revenues on construction contracts are recognizaddordance with SFAS No. 11 “Construction
Contracts”. Revenue derived from product saleedsgnized when products are shipped and the
significant risks and rewards are transferred ® bayer. Costs and expenses are recognized
when revenue is earned. An allowance for saledigs is estimated during the year in which
the sales occur. The allowance for sales discasmgaluated based on past experience.

Service revenue that generates from agency of éssiis recognized when the sales occur, the
related costs are recognized when they are incurred

(w) Net income per share

Net income per share of common stock is computegdan the weighted-average number of
common shares outstanding during the period. Nebme per share for the prior period is
retroactively adjusted to reflect the effects ofvnghares issued by transferring capital surplus,
retained earnings, and employee bonuses.

The employee stock options issued by the Compadyearployee stock bonuses which could be
declared in the form of stock dividends and have yat been approved by the stockholders’

meeting are potential common shares. Basic netiegper share will be disclosed if there is no

dilution effect. Otherwise, both basic and dilutezt income per share shall be disclosed. For
the purpose of calculating diluted net income pgears, the potential common shares should be
deemed to have been converted into common stottiedieginning of the period, and the effect

on net income of the additional common shares audéhg should be considered accordingly.

(Continued)
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(x) Operating segments

An operating segment is a component of an entiy¢hgages in business activities from which it
may earn revenues and incur expenses (includingntms and expenses relating to transactions
with other components of the same entity). Thenmsed's operating results are reviewed
regularly by the entity’s chief operating decisioraker to make decisions pertaining to the
allocation of resources to the segment and to asseperformance for which discrete financial
information is available. The operating segmefdrimation is disclosed within the consolidated
financial statements but not in the stand-alonarfomal statements.

(3) Changes in Accounting Policy and Their Influene

(a) Effective January 1, 2011, the Company adoptedathended ROC SFAS No. 34 “Financial
Instruments: Recognition and Measurement”. The @0 recognizes, measures, and assesses
the impairment of receivables in accordance with ROC SFAS No. 34. The change had no
significant effect on the Company’s financial staénts for the year ended December 31, 2011.

(b) Effective January 1, 2011, the Company adoptedRBE SFAS No. 41 “Operating Segments.”
In accordance with ROC SFAS No. 41, an entity stisitlose information to enable users of its
financial statements to evaluate the nature anditlaacial effects of the business activities in
which it engages and the economic environmentshitlwit operates. The operating segment
information is disclosed within the consolidatetbficial statements but not disclosed in the stand-
alone financial statements. This Standard supessdaie ROC SFAS No. 20 “Segment

Reporting.” Such changes in accounting principlé dot have any effect for the year ended
December 31, 2011.

(4) Cash and Cash Equivalents

December 31, 201 December 31, 2010

Cash on hand $ 2,137 2,303
Checking accounts and demand deposits 243,778 87,821
Time deposits 220,606 390,244
Bonds purchased under repurchase agreements 0000,0 83,000
$ 566,521 763,398

(5) Financial Assets
(a) Non-derivative financial instruments

The non-derivative financial instruments held by @ompany as of December 31, 2011 and 2010,
were as follows:

(Continued)
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December 31, 201December 31, 2010

Financial assets at fair value through profit @sle current:

Mutual funds — open-end funds $ 783,422 395,647
Available-for-sale financial assets-current:

Publicly listed securities — Neo Solar Power Coagion

(Neo Solar) $ 6,350 22,575
Financial assets carried at cost — non-current:

Shin-Etsu Handotal Taiwan Co., Ltd. (Shin-Etsu) $120,000 120,000

Top Taiwan V Venture Capital Co., Ltd. 50,000 0,0

Taiwan Solar Energy Corporation (TSEC) 17,100 -
Ultra Chip Inc. (Ultra) 13,678 13,678

Others 51,100 47,500

$ 251,878 231,178

1. The gain on valuation of financial assets measatef@ir value held by the Company as of
December 31, 2011 and 2010, amounted to $4,193BR0d49, respectively.

2. As of December 31, 2011 and 2010, the unrealizedagad loss on available-for-sale financial
assets amounted to a loss of $2,834 and a gaih3p8%1, respectively.

3. The Company’s investments in Shin-Etsu and othads o publicly traded price, and their
fair values were difficult to determine. Therefotlee investments were stated at cost.

4. In 2010, the Company disposed of part of its equityltra with a selling price amounting to
$6,744. The related gains were $1,529 and recedrés other income. For transactions
with related parties, please see note 17.

5. The Company invested in TSEC and Eversol Corpardto$29,700 in 2011.

6. The value of financial assets carried at cost dedlimaterially and permanently. The
Company recognized impairment losses thereon ®iy#ars ended December 31, 2011 and
2010, amounting to $9,000 and $1,600, respectively.

7. The dividend revenue from available-for-sale finahassets and financial assets carried at
cost was $43,232 and $12,634 for the years endedrileer 31, 2011 and 2010, respectively.

Derivative financial instruments

As of December 31, 2011 and 2010, the derivatimarftial instruments held by the Company
were as follows:

(Continued)
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December 31, 2011 December 31, 2010
Book value Nominal amount Book value Nominal amount

Derivative financial assets:
USD forward foreign currency exchar

contracts bought (USD/NTD) $_ - - $ 69 USD 250,000
JPY forward foreign currency exchange
contracts bought (JPY/NTD) $ - - $ _ 2,285 JPY 176,904,000

The above derivative financial instruments wererded as financial assets at fair value through
profit or loss as of December 31, 2010.

The Company entered into forward foreign currenaghange contracts with several banks in the
years ended December 31, 2011 and 2010. The mapoge of the contracts was to hedge
foreign currency risk. For the years ended Decerdlie 2011 and 2010, the net gain or loss
resulting from changes in fair value of the foremmnrency exchange contracts was recorded as
gain on valuation of financial instruments and loesvaluation of financial instruments as follows:

2011 2010

Gain on valuation of financial assets $ 1,801 448,
Loss on valuation of financial liabilities (4,533 (2,165)

(6) Notes and Accounts ReceivableThird Parties

December 31, 2011December 31, 2010

Notes receivable $ 23,942 37,997
Accounts receivable 1,721,369 1,636,725
1,745,311 1,674,722
Less: allowance for doubtful accounts (45,146) (23,717)
allowance for sales discount (101,140 (53,407

$ _1.590.025 —1.507,598

(7) Inventories

December 31, 2011December 31, 2010

Merchandise inventories $ 1,366,897 1,743,591
Goods in trasit 43,224 -
1,410,121 1,743,591
Less: allowance for inventory valuation and
obsolescence loss (202,937 (295,435
$ _1.207.184 —1.448,156

(Continued)
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Inventory-related expenses for the years endedleee31, 2011 and 2010, were as follows:

2011 2010
Provision (recovery) for inventory valuation losgla
obsolescence $ (92,498) 60,895
Loss on inventory compensation and others 844 1,413
$ (91,653 62,308

In 2011, the Company reversed allowance for inugnaluation loss and obsolescence amounting to
$92,498 and recorded it as a deduction from cosélels because the net realizable value was nerong
lower than cost after the disposal of obsolete ntmees. In 2010, write-downs of inventories td ne
realizable value amounting to $60,895 were recoatedost of sales. As of December 31, 2011 and
2010, the Company did not provide inventories dlstawal for its loans.

(8) Construction in Progress and Advance Constructin Receipts

December 31, 2011December 31, 2010

Cost of construction in progress $ 959,176 1006

Net accumulated contract losses 32,709 (58,823
991,885 1,846,318

Advance construction receipts (833,156 (1,691,425

$ 158,729 154,894

Construction in progress in excess of advance

construction receipts $ 167,048 215,032

Advance construction receipts in excess of constmic
in progress (8,319 (60,139
$ __ 158,729 154,894

The material construction in progress as of Decenfide 2011 and 2010 is summarized below
(contract price in excess of $150,000):

2011.12.31
Estimated Estimated Estimated
Construction  construction construction % of year of Accumulated
item revenue cost completion  completion gain (loss)

W08016 $ 350,375 325,524 Note Note 476
WO09004 269,746 262,185 88.06 2012 6,658
PW10015 204,706 198,041 92.99 2012 5,742
W08012 157,956 157,206 93.67 2012 702

(Continued)
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Note: As of December 31, 2011, the constructioprogress was $6,712. The construction had been
suspended due to the customer’s request.

2010.12.31
Estimated Estimated Estimated
Construction  construction construction % of year of Accumulated
item revenue cost completion  completion gain (loss)
WO06021 $ 583,600 571,020 97.92 2011 12,318
WO03007 439,857 556,376 90.75 2011 (116,519)
W08016 350,375 325,524 Note Note 476
PW10015 225,391 215,321 0.92 2011 93
WO09004 269,746 262,185 48.19 2012 3,643
W08012 157,956 157,206 91.47 2011 686

Note: As of December 31, 2010, the constructioprogress was $6,712. The construction had been
suspended due to the customer’s request.

(9) Long-term Equity Investments

December 31, 2011 December 31, 2010

% Amount % Amount
Topco Quartz Products Co., Ltd. (Topco Quartz) 40 4B7,632 40 406,304
Topco Group Ltd. (Topco Group) 100 493,451 100 359,444
Taiwan E&M Systems, Inc. (Taiwan E&M) 100 327,640 100 310,484
Fortune Energy Corporation (Fortune Energy) 25 9,280 25 224,499
Topco International Investment Co., Ltd. (Topco 100 211,371 100 173,766
International)

Chien Yueh Technology Engineering Co., Ltd.

(Chien Yueh) 100 89,958 100 98,393
Chang Tai Energy Co., Ltd. (Chang Tai) 51 48,361 51 20,834
Topco Investment Co., Ltd. (Topco Investment) 100 7,176 100 9,351

$ 1.904.959 1.603.075

(a) The investment income on long-term equity investisieacognized under the equity method for
the years ended December 31, 2011 and 2010 amawr$dd 5,348 and $160,043, respectively.

(Continued)
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(b) For the solar energy market and related businesgsnéhe Company invested $25,500 and formed
Chang Tai in 2010 with another entity for an owhgydnterest of 51%. Chang Tai holds a 100%
ownership interest in US Topco Energy Inc. The mhjgsiness activity of US Topco Energy Inc.
Is the sale and engineering of solar energy systeifsrther, the Company invested in US PCM
CO., LTD. (US PCM) through increasing investmemsChang Tai with another entity with the
amount of $51,000 and for an ownership intere#9%. The major business activities of (US
PCM) is the wholesale of solar energy systems ameep converters.

(c) For the solar energy business in the U.S., the @omjnvested in Topco Lancaster Investment
Inc. (Topco Lancaster) through increasing investdn Topco Group with the amount of
$83,535 (US$2,808,000) in 2011.

(d) The Company invested in DIO Energy GmbH and Mendrgghnology Inc. (Menergy) through
increasing investments in Topco International witie amount of $60,000 in 2011, the major
business activity of those companies is solar gnieuginess.

(e) The unrealized gain and loss on financial instruessulting from long-term equity investments
was a loss of $5,287 and a gain of $6,646 as oéber 31, 2011 and 2010, respectively.

() The cash dividend received from investees was $248nd $43,430 for the years ended
December 31, 2011 and 2010, respectively.

(10) Property, Plant and Equipment, and Rental Asds
The Company entered into a sales agreement in M2t to sell the rental assets upon the expiry of
the lease contract for $52,401 (tax included). metated disposal gain amounted to $3,398, recorded
as non-operating income for the year ended DeceBhe2010. The registration procedure related to

the sale has been completed. As of December 30, 20e receivable sales agreement had been fully
collected.

The Company does not provide property, plant andipaeent as collateral for its loans as of
December 31, 2011 and 2010.

(11) Long-term Accounts Receivable

December 31, 2011December 31, 2010

Long-term accounts receivable $ 30,854 306,770
Less: allowance for doubtful accounts (30,854) (301,176)
$_ - 5594

(Continued)
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The Company reclassified accounts receivable iaguftom sales to long-term accounts receivable
according to the settlement agreement. The custorhad provided machinery (original cost

amounting to $550,711) and 64,283 thousand shdresather company’s securities as collateral in
2009 and 2007, respectively. Following the pru@epdnciple, as certain customers did not make
payment in accordance with the settlement agreesraard the estimated value of collateral securities
declined materially and permanently, the Compargonged a full allowance for those accounts

receivable, and the remaining balance was evalusedd on the likelihood of collection. In 2011,

since the Company assessed that a part of thevabbeiwill not be recovered, the Company wrote off
long-term accounts receivable and allowance fobtfabaccounts in the same amount of $251,026.

(12) Pension
(a) The Company had an actuarial valuation of @sgmon plan as of December 31, 2011 and 2010.

According to the actuarial reports, the fundedustatas reconciled with accrued pension liabilities
as follows:

December 31, 2011 December 31, 2010
Benefit obligation:

Vested benefit obligation $ (13,458) (31,012)
Non-vested benefit obligation (70,468) (50,565)
Accumulated benefit obligation (83,926) (81,p77
Projected future employee compensation increases (85,367 (75,750
Projected benefit obligation (169,293) (157)327
Fair value of plan assets 36,609 33,598
Funded status (132,684) (123,729)
Net unrecognized transition obligation 458 983
Unrecognized pension loss 78,340 68,279
Accrued pension liabilities $ _(53,886 (54.467%

As of December 31, 2011 and 2010, the vested lisnaffithe Company were approximately
$16,281 and $40,745, respectively.

(b) The net pension costs in 2011 and 2010 cousistehe following:

2011 2010
Net pension expense of defined benefit pension plan
Service cost $ 3,218 3,244
Interest cost 2,741 2,879
Actual return on plan assets (414) (497)
Amortization 3,072 2,108
Curtailment gain (6,690 -
$ 2,017 7,734

Net pension expense of defined contribution
pension plan $ __17911 15,989

(Continued)
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Actuarial assumptions were as follows:

2011 2010
Discount rate 2.00% 1.75%
Future salary increase rate 5.00% 5.00%
Expected long-term rate of return on plan assets 00092. 1.75%

(13) Stockholders’ Equity

@)

(b)

Common stock

Based on a resolution of the annual stockholdeesting held on June 15, 2011, the Company
increased its authorized common stock to $1,900z0@Ddeclared a 2.8 New Taiwan dollar cash

dividend per share, which amounted to $408,241, inockased its common stock through the

issuance of stock dividends by transferring rethiearnings amounting to $29,160. New share
issuance of 2,916 thousand shares was authorizediron 29, 2011. Except for the authorized

common stock, the registration procedures relatethé issuance mentioned above had been
completed.

Based on a resolution of the annual stockholdeesttmg held on June 15, 2010, the Company
increased its authorized common stock to $1,800z0@Ddeclared a 1.5 New Taiwan dollar cash
dividend per share, which amounted to $214,412, inockased its common stock through the
issuance of stock dividends by transferring rethiearnings amounting to $28,588. New share
issuance of 2,859 thousand shares was authoriZedtept for the authorized common stock, the
registration procedures related to the issuancdiomed above had been completed.

As of December 31, 2011 and 2010, the authorizednuan stock was $1,600,000 (including
$100,000 for the issuance of employee stock optiovith a par value of $10 (dollars) per share.

Capital surplus

Pursuant to the ROC Company Act, the capital sarphould be used to offset a deficit first and

then converted the realized capital surplus intpitahor distributed as cash dividends. The

aforementioned realized capital surplus was geeé@réiom the excess of the issuance which
priced over the par value of capital stock and tona. According to the Regulations Governing

the Offering and Issuance of Securities by Seegritissuers, capital increases through the
capitalization of the paid-in capital in excesgaf value should not exceed 10% of total common
stock outstanding. In addition, capital increasgsugh the capitalization of the paid-in capital

in excess of par value can only commence in thefplawing the initial year.

(Continued)
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(c) Legal reserve

The ROC Corporation Act stipulates that companiastmetain 10% of their annual net earnings

as defined in the Act until such retention equbés amount of the issued share capital. When a
company incurs no loss, it may, in pursuant to solidion to be adopted by the shareholders’

meeting as required, distribute its legal resefvessuing new shares or cash. Only the portion of
the legal reserve which exceeds 25% of the pa@hpital may be distributed.

(d) Employee stock options
In the meeting of the board of directors held otober 26, 2007, the board decided to issue 4,500

units of stock options, with an exercisable righboe thousand shares of the Company’s common
stock per unit. The information on total optioastied was as follows:

2011 2010
Weighted- Weighted-
average average
Units exercise price Units exercise price

(in thousands) (NT dollars) (in thousands) (NT dollars)

Outstanding units on January 1 3,795 $ 53.79 9773 54.87
Current units granted - - - -
Current units abandoned (224) 52.51 (182) 54.41

Current units exercised - - - -
Current units expired - - -
Outstanding units on December 31___ 357 3,571 49.45 3,795 53.79

Exercisable units on December 31 3,571 49.45 2.657 53.79

As of December 31, 2011 and 2010, the weightedaectremaining contractual life of the
outstanding options was 2 years and 3 years, regplkyc

The issuance terms of the stock options are assl|

(i) Exercise price: After the adjustment for statdikidends over the years, the exercise price
was $49.45 (dollars).

(i) Exercisable duration: After two years, the payees who received stock options can
exercise a specific percentage in each period &svbe The exercisable duration of the
options is six years. No transfer, pledge, domatip other methods of disposal are allowed
except for inheritance.

(Continued)
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Period to exercise options Exercisable percentage (cumulative)
2 years after options received 40%
3 years after options received 70%
4 years after options received 100%

(iif) Exercise method: The Company would issue isbares as the options are exercised.

(iv) Exercise procedure: In accordance with the @any's issuance and exercise rules, the
entitlement certification of stock options exercise registered as common stock four times a
year.

The compensation cost of the stock options isseddré December 31, 2007, was computed by
the intrinsic value method. Because the fair vatfighe Company’s common stock on the

measurement date was not in excess of the exgni® of the stock options, the Company did

not need to recognize compensation cost. If thepemsation cost of the issued stock options
were computed by the fair value method, the promfomformation would be as follows:

A. The compensation cost for the years ended DeeeB1 2011 and 2010, would be $4,800 and
$11,294, respectively, if the Company used the ¥alue method instead. The Company
adopted the Black-Scholes model to compute the Vaiue on the grant date, and the
assumptions are summarized as follows:

Original exercise price (dollars) $58.7

Fair price of the Company'’s stock at the $58.7
measurement date (dollars)

Expected cash dividend yield rate 3%

Expected volatility 36.20%

Risk-free interest rate 2.765%

Expected life of the option 4 years

B. The pro forma information on compensation cgstifing the fair value method on net income
and earnings per share would be as follows:

2011 2010
Net income Actual $ 952,453 659,994
Pro forma 947,653 648,700
Basic net income per share Actual (dollars) 6.40 534.
Pro forma (dollars) 6.37 4.45
Diluted net income per share Actual (dollars) 6.33 4.49
Pro forma (dollars) 6.30 441

(Continued)
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(e) Limitation on distribution of retained earnings

In accordance with the Company’s articles of inocoation, 10% of the Company’s annual net
income after paying all taxes and deducting lo&sem the prior years, if any, should be set aside
as legal reserve (based on a resolution of théistdders’ meeting held in 2011, it should also set
aside or reversed the special reserve based olatiegs or laws). The unappropriated earnings
after legal reserve shall be allocated as follows:

a. At least 5% of the balance as employee bonuses;
b. No more than 3% of the balance as remuneratidiréctors and supervisors; and

c. The remaining portion shall be distributed agddinds to all stockholders in proportion to their
individual holding as proposed by the board of dives and approved at the stockholders’
meeting. No less than 10% of total stockholdev&ddnds may be distributed in the form of
cash dividends.

In the case of employee stock bonuses, the emdayfethe subsidiaries meeting certain terms set
by the board of directors are included.

(f) Based on the resolution approved by the stolddre during their annual stockholders’ meetings
on June 15, 2011, and 2010, the employee bonusediattors’ and supervisors’ remuneration
were appropriated from the distributable retainachimgs of 2010 and 2009 as follows:

2010 2009
Employee bonuses — cash $ 35,650 18,000
Directors’ and supervisors’ remuneration 8,900 5,200
$ 44,550 23,200

The employee bonuses and directors’ and supervisarsineration had no difference from the
estimated distribution in the financial report 10 and 2009.

The related information about the distribution ofgoyee bonuses and directors’ and supervisors
remuneration determined by a meeting of the bo&mirectors and approved in a stockholders’
meeting can be accessed from the Market Observ&ast System after the holding of these
meetings.

(Continued)
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(g) The Company estimates the amount of employesudes and directors’ and supervisors’
remuneration according to the ROC Company Act Aeddompany’s articles of incorporation for
the financial statements. The Company recognizegleyee bonuses and directors’ and
supervisors’ remuneration of $64,304 and $44,550He years ended December 31, 2011 and
2010, respectively, which were a specific percemtagproved by the Company’s management, of
net income after deducting the legal reserve. fumber of shares of the dividend distribution is
based on the closing price of the day before tlagettolders’ meeting and considering the ex-
rights and ex-dividend effects. Differences betwéiee amount approved in the shareholders’
meeting and that recognized in the financial stat#s) if any, are accounted for as changes in
accounting estimates and recognized as profitswilo the distribution year.

(14) Income Taxes

(@) The Company’s income is subject to an incormerate of 17% in 2011 and 2010. Also, the
Company has applied the “Income Basic Tax Act” éonpute basic tax. The components of
income tax expense of the Company for the yearsceicember 31, 2011 and 2010, were as

follows:
2011 2010
Current income tax expense $ 166,938 102,416
10% surtax on unappropriated earnings 15,659 6,666
182,597 109,082
Deferred income tax expense (benefit)
Decrease (increase) in loss on inventeajuatior
and obsolescence 15,725 (10,023)
Investment gain (loss) under equity method for
foreign investment, net 4,100 (6,311)
Deferred income tax effect resulting from change
in income tax rate - 11,182
Increase in unrealized foreign currency exchange
gain (loss), net (3,988) (6,833)
Increase in allowance for doubtful accounts 1377 (588)
Change in valuation allowance 13,663 4,717
Decrease in unrealized construction loss 1,833 560
Others (5,972 8,063
24,984 767
Total income tax expense $ __ 207,581 109,849
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(b) The income tax computed at the statutory rateraconciled with the actual income tax expense
for the years ended December 31, 2011 and 201@sveslows:

2011 2010

Income tax calculated on pre-tax financial income 497,206 130,873
10% surtax on unappropriated earnings 15,659 ,6666
Domestic investment income, net (20,610) 224
Increase in valuation allowance 13,663 4,936
Domestic dividend income (7,349) (2,148)
Prior year's tax assessment difference adjustment (1,572) (4,544)
Tax effect resulting from change in income tax rate

at the date of amendment of Income Tax Act - 8,882
Others 10,584 (12,372
Income tax expense $ __207,581 109,849

(c) The components of deferred income tax assetsilies) as of December 31, 2011 and 2010,
were as follows:

December 31, 2011December 31, 2010

Deferred income tax assets:
Loss on inventory valuation and obsolescence
Unrealized gross profit
Provision for sales allowance
Allowance for doubtful accounts
Unrealized pension expense
Others

Less: valuation allowance

Net deferred income tax assets

Deferred income tax liabilities:
Foreign currency translation adjustments
Foreign investment income under equity method
Reserve for loss on outward investment
Others

Net deferred income tax assets

Net deferred income tax assets — current

Net deferred income tax assets — non-current
Net deferred income tax assets

$ 494,
9,328
17,194
10,006

9,161
6,543
86,731
(30,974
56,257

(6,009)
23B)
(4,391)
(906
(20,543
35714
35,433
281

$ __35.714

50,224
9,328
9,079
52,303
9,259

10,421

140,614

(59,485
81,129

(1,393)
(5,137)
(4,391)

(4,894)
(15,815
__ 65,314

30,192
35,122

65,314
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(d) The ROC tax authorities have been examinindii@pany’s income tax returns through 2009.

(e) Imputation credit account and creditable ratio

December 31, 201 December 31, 2010

Unappropriated earnings retained prior to

January 1, 1997 $ 10,333 10,333

Unappropriated earnings retained after Januarg43 1 1,312,588 863,535

Total $ _1.322921 873,868

ICA balance $ 160,416 114,356
2011 2010

Creditable ratio for earnings distribution 20.86% (expected) 27.00% (actual)

(15) Net Income per Share

Net income per share for the years ended Decenthe2(®1 and 2010, was computed as follows.
All net income per share amounts are expressedlliars.

2011 2010
Before After Before After
income tax income tax incometax income tax

Basic net income per share:

Net income $_1,160,034 952,453 769,843 659,994
Weighted-average number of shares outstanding,

before retroactive adjustments (thousands) 148,716 148,716 145,800 145,800
Net income per share before retroactive

adjustments $ 7.80 6.40 5.28 4.53
Weighted-average number of shares outstanding,

after retroactive adjustments (thousands) 148,716 148,716
Net income per share after retroactive adjustments $ 5.18 4.44

Diluted net income per share:
Weighted-average number of shares outstanding,

before retroactive adjustments (thousands) 148,716 148,716 145,800 145,800
Effects of dilutive potential common stock:
Employee bonuses 1,688 1,688 1,196 1,196

Weighted-average number of shares outstanding,

before retroactive adjustments (thousands) 150,404 150,404 146,996 146,996
Net income per share before retroactive

adjustments $ 7.71 6.33 5.24 4.49
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2011 2010
Before After Before After
income tax income tax incometax income tax

Effects of dilutive potential common stock:
Weighted-average number of shares outstanding,

after retroactive adjustments (thousands) 148,716 148,716
Effects of dilutive potential common stock:
Employee bonuses 1,196 1,196
Weighted-average number of shares outstanding,
after retroactive adjustments (thousands) 149,912 149,912
Diluted net income per share after retroactive
adjustments $ 5.14 4.40

The employee stock options issued by the Compandoember 2007 were potential common
shares. However, the employee stock options hadilation effect for the years ended December
31, 2011 and 2010. Therefore, when the Comparouledéd the diluted net income per share for
2011 and 2010, the employee stock options wereorttidered.

(16) Related Information about Financial Instruments

(a) Fair value of financial instruments

As of December 31, 2011 and 2010, the details iofviaue of financial assets and financial
liabilities were as follows:

December 31, 2011 December 31, 2010
Book Value Fair Value Book Value Fair Value
Financial assets:
Financial assets held for trading $ 783,422 33, 395,647 395,647
Available-for-sale financial assets — 6,350 6,350 22,575 22,575
current
Financial assets carried at cost — non- 251,878 - 231,178 -
current
Forward foreign currency exchange - - 2,354 2,354
contracts
Long-term accounts receivable - - 8,59 5,594
Off-balance sheet financial liabilities:
Guarantees - 1,096,802 - 843,699
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(b) The following methods and assumptions were usedtimating fair values:

1. The book value of short-term financial instrutseis considered to be the fair value due to
the short-term nature of these instruments, anddwok value method is considered to be a
reasonable basis to assess the fair value. Suthodhés applicable to cash and cash
equivalents, notes and accounts receivable/payaither current financial assets, and
accrued expenses and other current liabilities.

2. If public quoting of financial assets and liéti#k is available, then the quoted price will be
the fair value.

3. None of the Company’'s financial assets carriedast are publicly listed. No publicly
quoted prices are available for these investments.

4. The fair value of the long-term accounts redaiwavas based on the credit rating of the
debtor, the payment of principal, and the currency.

(c) The fair value of financial assets and financiabiiities evaluated by the Company under public
guoting or an assessment method was as follows:

December 31, 2011 December 31, 2010
Public Assessment Public Assessment
guote value value quote value value
Financial assets:
Cash and cash equivalents $ 566,521 - 763,398 -
Mutual funds 783,422 - 395,647 -
Available-for-sale financial 6,350 - 22,575 -
assets — current
Forward foreign currency - - - 2,354
exchange contracts
Notes and accounts receivable
(including related parties) - 1,636,336 - 1,644,959
Other current financial assets —
current - 112,748 - 120,674
Long-term accounts receivable,
net - - - 5,594
Financial liabilities:
Notes and accounts payable - 2,023,355 - 2,132,195
(including related parties)
Accrued expense and other
payables - 422,858 - 454,283
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The net gain or loss resulting from an assessmettthod were a loss of $2,732 and a gain of
$2,280 for the years ended December 31, 2011 at@l 28spectively.

(d) Information about financial risk
1. Market risk

The equity securities held by the Company are iiedsas financial assets measured at fair
value through profit or loss. As the assets arasumeed at fair value, the Company has risk
exposure related to changes in fair value in aitygacurities market.

The purpose of the derivative financial instrumest® hedge. Therefore, the gains or losses
resulting from the changes in exchange rates weillofiset from those of the hgdged item.
Management believes that the related market rightisignificant.

2. Credit risk

The credit risk is the potential loss of the Compainthe counterpart involved in that
transaction defaults. Since the Company’s defigafinancial instrument agreements are
entered into with financial institutions with goadedit ratings, the management does not
expect any significant credit risk from these tet®ns.

The primary potential credit risk is from financigstruments like cash, cash equivalents,
equity securities, and accounts receivable. Thapg2my deposits cash in different financial
institutions. Cash equivalents represent investsnén bonds purchased under repurchase
agreements with a maturity of three months or fesm the date of investment. Equity
securities were funds issued by a company with gwedit ratings. The Company manages
credit risk exposure related to each financialitusbn and believes that there is no significant
credit risk of cash.

The aggregation of sales to the Company’s majoiooers exceeding 10% of the Company
total sales accounted for 33% and 22% of the tedakales for the years ended December 31,
2011 and 2010, respectively. In order to reduaditrrisk, the Company assesses the
financial status of the customers and the possibilf collection of receivables in order to
estimate an adequate allowance for doubtful aceaumta regular basis. The customers have
a good credit and profit record. The Company hagenbeen exposed to significant credit
risk.

3. Liquidity risk

The Company will have cash inflows and outflowshivitthe periods shown below. There
are no significant financing risks due to expecseficient capital. Management believes
that the cash flow risk is not significant becatsecontracted foreign currency exchange rates
are fixed.

(Continued)
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December 31, 2010
Financial instruments Date Cash outflow Cash inflow
Forward foreign currency exchangelanuary 13, 2011 NTD 7,522,000SD 250,000
contracts bought — (USD/NTD)
Forward foreign currency exchange January 7~ NTD63,753,000 JPY 176,904,000
contracts bought — (JPY/NTD) February 1, 2011

The Company is exposed to a liquidity risk singaeogion of equity investments, recorded as
financial assets carried at cost — non-currente mavactive market.

(17) Related-party Transactions
(a) Name of the related parties and relationship
Related Party Relationship with the Company

Topco Quartz Investee company accounted for under the
equity method

n

Fortune Energy

Shin-Etsu The Company'’s chalrman is a director
Shin-Etsu Opto Electronic Co., Ltd. (Shin-Etsu Qpto

Taiwan E&M Subsidiary of the Company

Chien Yueh "

Cai Yan International Co., Ltd. Subsidiary of Topgnternational

Topco Scientific Co., Ltd. (Japan) (Topco Japan)

Kuan Yueh Technology Engineering Co., Ltd.
(Kuan Yueh)

Jia Yi Energy Co., Ltd. (Jia Yi) "

Access Medical Co., Ltd. (Access) "

Menergy "

Asia IC Mic-process, Inc. (Asia IC) Investee compahTopco International
accounted for under the equity method

Asia Topco Investment Ltd. (Asia Topco) Subsidiafyropco Group

Topscience (s) Pte. Ltd. (Topscience (s))

Topco Scientific (Ningbo) Co., Ltd. (Topco Nigpo) ulsidiary of Asia Topco Investment Ltd.

Topco Scientific (Shanghai) Co., Ltd. (Topco
Shanghai)

Suzhou Topco construction Co., Ltd. (Topco Suzhou)

The board of directors, supervisors, chief exeeutivThe Company’s main management
officer, and executive vice president

n

(Continued)
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(b) Summary of significant transactions with rethparties

1. Sales

(i)

(ii)

Sales to related parties for the years endezkBer 31, 2011 and 2010, were as follows:

2011 2010
% of % of
Amount  net sales __Amount net sales
Topco Ningbo $ 35328 - - -
Shin-Etsu 29,209 - 33,014 -
Topco Shanghai 4,436 - 1,753 -
Jia Yi 8,157 - 6,233 -
Others 4,045 - 1,682 -
$__ 81175 _-_ __ 42,682 -

Selling prices for related parties were similathose for other customers. The terms of
collection for related parties were within 60 to @ys after monthly closing, and within
30 to 90 days after monthly closing for third pesti

The sales to Topco Ningbo generated unrealizedsgooit recorded as deferred credit
amounted to $412 in 2011.

Service revenue — commission and other

2011 2010
Amount % Amount %
Shin-Etsu $ 125,059 1 142,653 1
Topco Quartz 99,671 1 79,620 1
Others 3,301 - 3,240 -
$_228031 _ 2 225513 _ 2

The prices and collection terms in the contractseveémilar to those for other customers.

(iif) Construction revenue

The Company signed a construction contract withcboQuartz to build its new factory,
and the price and collection terms were negotiétethe two parties. The construction
was finished in 2007, and the construction profiasw$37,983. The expansion
construction of the new factory was finished in 20the construction profit was $8,323.

(Continued)
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In accordance with accounting principles, the Comypdeferred the related profit of
$15,129 and $3,315 calculated on the basis of #reeptage of ownership and are
recognizing the deferred profit over a certain @eri The profit recognized amounted to
$4,447 and $3,026 for the years ended Decembe&(031, and 2010, respectively. As of
December 31, 2011 and 2010, the deferred profitrdexl as deferred credits amounted to
$4,919 and $6,051, respectively.

2. Purchases

(i) Purchases from related parties for the yeadedrbDecember 31, 2011 and 2010, were as

follows:
2011 2010
% of net % of net
Amount purchases _Amount  purchases

Shin-Etsu Opto $ 16,678 - 56,320 1
Topco Quartz 44,760 1 20,043 -
Taiwan E&M - - 5,326 -
Topscience (s) - - 3,480 -
Others 1,815 - 2,079 -

$ __63.253 1 87,248 _1

Purchase prices from related parties were similéindse from third-party suppliers. The
payment periods were within 45 to 60 days after ingrclosing for related parties, and
within 30 to 60 days after monthly closing for thjparties.

(i) Construction cost

The related parties provided construction-relatedvises for the Company. The
construction cost for the years ended Decembe2@l], and 2010, was as follows:

2011 2010
Asia IC $ 42,148 -
Chien Yueh 23,502 32,612
Kuan Yueh 707 3,933
Topco Suzhou 2,025 -
$ __68,382 36,545

(Continued)
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3. Other expenses

Chien Yueh and Shin-Etsu provide technical serficehe Company. The related service
expenses for the years ended December 31, 201204id amounted to $11,855 and $22,277,
respectively, recorded as operating expenses.

4. Jia Yi built solar energy stations for the Compathe construction price amounting to
$38,800 was recorded as property, plant and equipmdia Yi's construction profit of
$5,183 was deducted from investment income andbeilamortized in the following useful
lives of the assets.

5. The balances resulting from the above salegparehases as of December 31, 2011 and 2010,
were as follows:

December 31, 2011 December 31, 2010
Amount % Amount %
Notes and accounts receivable:
Topco Quartz $ 18,375 1 12,292 1
Shin-Etsu 16,239 1 27,759 2
Topco Shanghai 845 - - -
Jia Yi 1,427 - 6,560 -
Others 425 - 750 -
$ 37,311 _2 47,361 _3
December 31, 2011 December 31, 2010
Amount % Amount %
Notes and accounts payable:
Asia IC $ - - 11,228 1
Shin-Etsu Opto 2,866 - 7,240
Topco Quartz 34,239 2 3,391 -
Others 1,389 - 310 -
$__38.494 2 22169 _1
December 31, 2011 December 31, 2010
Amount % Amount %
Prepayments:
Chien Yueh $__ 1,909 2 1077 _1

(Continued)
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December 31, 2011 December 31, 2010
Amount % Amount %
Accrued expense and other current
liabilities:
Topco Ningbo $ - - 145,650 32
Jia Yi 8,148 - - -
Chien Yueh 3,868 - 2991 1
Topco Shanghai 17 - 2,427 -
Others 47 - 295 -
$___ 12080  _- — 151,363 33

The accrued expense payable to Topco Ningbo aseskmber 31, 2010, amounted to
$145,650. Because Topco Ningbo terminated itsraohtwith its ultimate customer, the

Company also terminated its contract with Topcogdim As a result, the Company is

required to refund the advance receipt amount. ofABecember 31, 2011, the payable was
fully paid.

Loss on inventory contract

The Company signed an inventory indemnificationt@ot with Topco Quartz on July 1,
2002, to cover any excess customized inventoryredde In 2011 and 2010, the estimated
loss on claims under the inventory contract was8%&d $600, respectively, recorded as cost
of goods sold. As of December 31, 2011 and 20#O¢ckaims payable were $600, recorded
under accrued expenses and other current liabilitie

Stock transaction
The Company sold part of its shares of Ultra tocoomternational for $5,565, based on the

market price. The Company recognized gain onddi@ancial assets amounting to $1,244,
recorded as other income.

Financing
2011
Maximum Ending Interest Contract Interest Interest
balance balance rate period income _ _receivable
Asia Topco $ 55,347 - 2.2% March 1, 2010~ 112 -
February 28, 2011
Menergy 115,000 96,700 1.5% October 28, 2011~ 191 191
October 27, 2012
$ _ 96,700 $ 303 $ 191

(Continued)
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2010
Maximum Ending Interest Contract Interest Interest
balance balance rate period income receivable
Asia Topco $ _ 57,922 55,347 2.2% March 1, 2010~ 1,082 1,436

February 28, 2011

To meet Asia Topco’s and Menegy operational demahé@sCompany provided financing to
Asia Topco and Menegy, recorded as other curreanfiial assets.

9. Guarantees

December 31, 2011 December 31, 2010 Subject
Fortune Energy $ 281,900 321,500 Guaranteesefoured loans
Topco Ningbo - 84,594 "
Topco Shanghai 400,166 123,803 "(note 1)
Topco Suzhou 167,125 123,802 "(note 1)
Chien Yueh 192,611 190,000 "
Access 35,000 - "
Jia Yi 20,000 - "

$ _1.096.802 843,699

Note 1: As of December 31, 2011 and 2010, Topcon@ii and Topco Suzhou jointly
shared credit lines of loans and credit lines fadihg of financial instruments of
$136,238 and $131,085, respectively.

As of December 31, 2011 and 2010, for the Compaoyisstruction contracts requirements,
Chien Yueh provided guarantees for the Company athmay to $38,748 and $19,248,
respectively.

(c) Salaries and remuneration of main management

The Company paid salaries and remuneration toitketdrs, supervisors, chief executive officer,
and executive vice president in 2011 and 2010 l&safs:

2011 2010
Salaries $ 62,302 46,234
Incentives 35,180 19,151
Special compensation 63 45
Employee bonus 13,922 8,137

(Continued)
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Note: The directors’ and supervisors’ remunerai@od employee bonus were an estimate as
stated in note 1 “stockholders’ equity”.

(18) Pledged Assets

The book value of assets pledged as collateraf Becember 31, 2011 and 2010, is summarized as

follows:
Assets Subject December 31, 201becember 31, 2010
Other current financial Guarantees for
assets — time deposits construction contracts $ 11,135 9,039
Restricted assets —time deposits Guarantees fsulaw
deposits 64,600 64,600
$ _15735 _13.639

(19) Commitments and Contingencies

(a)As of December 31, 2011, the details of commitments$ contingencies other than guarantees for
related parties mentioned in note 17 and the condliapute mentioned in note 20 were as follows:

(i) The Company had unused and outstanding letteneditof approximately $487,346.

(i) The Company had outstanding commitments for coctru contracts amounting to
$237,097, net of the payment made and accrued payme

(i) The Company had entered into line of credit agregsnwith several banks to guarantee
payments under various construction contracts. ofA3ecember 31, 2011, the total amount
was $130,137.

(b)Due to the dispute about the different cognition ttve construction period stated in the
construction contract with a customer, the Compaplied for mediation of the contract dispute
with the Public Construction Commission of the BExe® Yuan. Parts of the contract dispute
were not settled in the mediation process and thmp@any therefore was going to undergo an
arbitration process. The other parts of the cehtlgspute were already settled on February 2011
and the related losses were recognized in 2010&nial statements. Beside it, the Company
assessed that there is no other significant losshashould be reflected at book.

(Continued)
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(a) Employee expenses, depreciation expenses, anodtization expenses for the years ended
December 31, 2011 and 2010, were as follows:

2011 2010
Cost of Operating Cost of Operating
sales expenses  Total sales expenses  Total

Employee expenses

Salaries and wages 48,385 467,620 516,005 44,412 410,254 454,666

Labor and health insurance - 25,299 25,299 - 22,416 22,416

Pension expense 1,670 18,258 19,928 1,198 22,525 23,723

Other - 22,486 22,486 - 21,230 21,230
Depreciation expenses (note) 768 13,343 14,111 260 12,480 12,740
Amortization expenses - 2,978 2,978 - 4,461 4,461

Note: Depreciation expenses excluded the depreniafi rental assets amounting to $307 in 2010

recorded as a reduction of rental income.

(b) Dispute on contract performance

1.

In November 2005, the Company entered into arrfRey Engineering Procurement and
Construction Contract” (the Construction Contraathounting to US$14,000,000 and an
“Agreement for Purchase and Installation of Equipthé&he Equipment Contract) amounting
to US$27,000,000 with a certain customer (the Quetd. The Company performed its
obligations pursuant to the contracts and the @usts purchase orders, and recorded the
related revenue and cost starting from December5.200However, due to different
understandings of the contract details, the cot#trgerformance was suspended. On
December 21, 2006, the Customer’s attorney inforthedCompany that the contracts were
terminated and the related purchase orders wereelbeth due to the Company’s failure to
perform certain terms of the contracts. In 200 Customer also filed an application for
provisional attachment of the Company’s propertyoanmting to US$1,935,000, with the
Taiwan Shihlin District Court. In April 2007, théompany submitted pledged deposits of
US$1,935,000 as counter-security to the Courtdweocation of the provisional attachment.

. The Company’s attorney issued an opinion on Welgr 13, 2008, stating that the above

contracts are govemed by Hong Kong laws and tlsaamalysis is solely based on the terms of
the contracts. According to the attorney’s analyfie Company is entitle to terminate the
contracts since the Customer failed to perforntatstractual obligations under the contracts.
As of December 31, 2011, the inventories purchdsedhe contracts amounted to $42,125;
the Company recorded a provision for inventory atin loss amounting to $39,461 based on
net realizable value.
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3. Concerning the aforementioned contractual desptite Customer filed an application for
arbitration against the Company with the IntermeioChamber of Commerce (ICC) on
February 8, 2008, in accordance with the arbitrapioovisions under the relevant contracts.
The Customer alleged that the Company is obligadegtturn the amount paid and claimed
compensation for the business loss. The arbitrataurt held hearings from March 2 to 11
and March 30 to April 1, 2009, at the ICC. On Jagw27, 2010, the Company received a
partial award regarding the aforementioned dispute.the partial award, the arbitrators held
that the Company was not in default nor liable tfeg dispute in issue. In relation to the
indemnity claimed by the Company against the Customnder the counterclaim, the
arbitrators held hearings to review it on Octob@rad 29, 2010. On October 12, 2011, the
Company received the outcome of arbitration, aedeiin, the arbitrators decided to award the
sum the Customer shall pay to the Company as below:

(i) Damage indemnification: about US$1,716,000 #r&interest thereof from the date of the
final award until the date such sum has been peidll;

(ii) Fees of the Arbitral Tribunal and administratifees of ICC: about US$390,000;
(iif) Reimbursement for the Company’s legal feed aasts: about HKD 5,160,000.

Due to the recovery of uncertainty, none of abaxmnification and reimbursement will
be recognized as revenue until such amount actcallgcted by the Company.

Under the outcome of arbitration the Customer’'sntléor requiring the Company to
return the prepayment and compensate its damageseyeted, the partial prepayment of
$197,057 under the contracts paid by the custofter deducting possible loss (including
loss resulting from equipment and materials whield been deceived to the Customer)
was recognized as non-overawing income of $119/72911.

4. Furthermore, an application to recognize thalfioutcome of attribution was filed in the
Taiwan Taipei District Court on November 11, 20The application was received and
reviewed by the Court. After the order of recogmitis granted by the Court, the Company

plans to further file an application requiring t18%$1,935,000 counter-security being returned
to the Company.

(Continued)
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(c) Reserve for loss on outward investment

The Company has provided a loss reserve on outiwaedtment, in accordance with the “Statute
for Upgrading Industries”. The amount was compue@0% of the total amount of outward
investment, which is the limit stipulated by theétite for Upgrading Industries”. The statute
also stipulates that if there are no actual logseise five years after the initial provision fdret
reserve, the loss reserve should be reversed araymieed as revenue in the fifth year.
However, as such reserve is not in accordancegeitierally accepted accounting principles, the
loss reserve is reversed during the preparatigheofinancial statements, but the Company does
not adjust the books. Accordingly, the retainedniegs on the Company’s books were
decreased by the following amounts:

2011 2010
Retained earnings $ 25,827 25,827
(d) Other

Some of the Company’'s high-ranking managers wemsegauted by the Shihlin District
Prosecutors Office for violating the Securities ddathange Act on May 8, 2009. Since the
prosecutors concluded that the Company had théyatul control Best Tec Co., Limited and
other companies directly and indirectly and that #iorementioned managers were the persons
substantially in charge of the companies abovettigtthe prosecutors therefore concluded that
those managers had violated the low, the restateafdinancial statements resulting from the
business dispute with the Singaporean customersianed in Note (20)(b) was invalid.

However, many of the prosecutors’ accusations daageee with the facts, and those managers
will make a detailed pleading to the court in thegess of investigation. According to the legal

opinions of the Company’s attorneys issued on Déeer30, 2011, January 3, January 6 and
January 18, 2012, this case is still in process, ians impossible to assess the outcome of
litigation. The Company has already drawn up appate procedures to deal with the

emergency, and the litigation should have no mateffect on the Company’s financing and

operations.
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(e) Information of significant foreign currency ats and liabilities was as follows (expressed in
thousand dollars):

December 31, 2011 December 31, 2010
Foreign Exchange Foreign Exchange
Currency Rate NTD Currency Rate NTD
Financial assets:
Monetary items
usD 25,575 30.275 774,283 25,933 29.13 755,428
JPY 1,808,816 0.3906 706,524 1,930,228 0.3582 691,408

Long-term investments
under equity method
usD 16,299 30.275 493,452 12,339 29.13 359,444
Financial liabilities:
Monetary items
usD 28,632 30.275 866,834 33,105 29.13 964,349
JPY 1,912,408 0.3906 746,987 2,308,861 0.3582 827,034

(f) Reclassification
Certain accounts in the financial statements fer ybar ended December 31, 2010 have been
reclassified to conform with the 2011 financialtstaent presentation. Such reclassifications do
not have any significant impact on the accompanfimancial statement.

(21) Operating Segment Information

Please see the consolidated financial statemettidoyear ended December 31, 2011.



Assets

Current assets:

Cash and cash equivalents (note 4)

Financial assets at fair value through profit or loss — current
(note 5)

Available-for-sale financial assets — current (note 5)

Notes and accounts receivable, net (note 6)

Notes and accounts receivable,netlated parties (note 17)

Other current financial assets (notes 17 and 18)

Inventories, net (note 7)

Construction in progress in excess of advance construction
receipts (notes 8 and 17)

Prepayments and other current assets (notes 14 and 17)

Funds and investments:
Long-term investment under equity method (note 9)
Financial assets carried at coston-current (note 5)

Property, plant and equipment (notes 10 and 17):
Land
Buildings
Other equipment

Less: accumulated depreciation

Prepayment for purchase of equipment

Intangible assets and other assets:
Long-term accounts receivable, net (note 11)
Refundable deposits and others (notes 14 and17)
Restricted assets (note 18)

Total assets

See accompanying notes to financial statements.

TOPCO SCIENTIFIC CO., LTD.
Balance Sheets

December 31, 2011 and 2010
(expressed in thousands of New Taiwan dollars)

2011 2010 2011 2010
Amount % Amount % Liabilities and Stockholders’ Equity Amount % Amount %
Current liabilities:
$ 566,521 8 763,398 11 Notes and accounts payable $ 1,984,86127 2,110,026 29
Notes and accounts payable — related parties (note 17) 38,4 22,169 -
783,422 11 398,001 5 Accrued expenses and other current liabilities (note 17) 427,025 458,065 6
6,350 - 22,575 - Advance collections (note 20) 257,688 3 409,265 6
1,599,025 21 1,597,598 22 Advance construction receipts in excess of construction
37,311 1 47,361 1 in progress (note 8) 8,319 _ - 60,138 1
119,434 2 129,713 2 2,716,383 36 3,059,663 42
1,207,184 16 1,448,156 20 Long-term and other liabilities:
Accrued pension liabilities (note 12) 53,886 1 54,467 1
167,048 2 215,032 3 Deferred credits (note 17) 5331 - 6,051 -
93,301 81988 _ 1 59,217 1 60,518 1
4,579,596 _62 4,703,822 _65 Total liabilities 2,775,600 _ 37 3,120,181 _ 43
Stockholders’ equity (note 13):
Common stock 1,487,164 _ 20 1,458,004 _ 20
1,904,959 26 1,603,075 22 Cap|ta| surp|us:
251,878 3 231,178 3 Paid-in capital in excess of par value 1,358,59819 1,358,598 19
2,156,837 _ 29 1,834,253 _ 25 Others 9,882 _ - 9,657 -
1,368,480 _ 19 1,368,255 _ 19
Retained earnings:
237,895 3 237,895 3 Legal reserve 470,500 6 404,501 6
346,511 5 346,511 5 Unappropriated retained earnings 1,322,92118 873,868 _ 12
91,811 1 70,919 1 1,793,421 24 1,278,369 _ 18
676,217 9 655,325 9 Equity adjustment:
(61,110)(2) (78,004) (1) Foreign currency translation adjustment 25,381- 3,549 -
110 - 1,349 - Unrealized gain (loss) on financial instruments (notes5and9)  (8,12) _ - 20,037 _ -
615,217 8 578,670 8 17,260 _ - 23,586 _ -
Total stockholders’ equity 4,666,325 63 4,128,214 57
Commitments and contingencies (note 19)
- - 5,594
25,675 - 61,456 1
_ 646001 64600 _ 1
90,275 1 131,650 _ 2
$__ 7441925 100 __7,248,395 100 Total liabilities and stockholders’ equity 7,441,925 _100 7,248,395 _100




TOPCO SCIENTIFIC CO., LTD.

Statements of Cash Flows

For the years ended December 31, 2011 and 2010

(expressed in thousands of New Taiwan dollars)

2011 2010
Cash flows from operating activities:
Net income $ 952,453 659,994
Adjustments to reconcile net income to cash praliokeoperating activities:
Depreciation and amortization 17,089 17,508
Investment income recognized under the equity nikthet (145,348) (160,043)
Allowance for doubtful accounts and sales allowance 49,867 53,407
Provision (reversal) on inventory scrapping, vabratind obsolescence loss (92,498) 60,895
Cash dividends received from long-term equity itwvests 54,912 43,430
Asset impairment losses 9,000 1,600
Increase in financial assets measured at fair wahoeigh profit or loss —
current (385,421) (247,971)
Increase in notes and accounts receivable (indudioeivable from related
parties and long-term accounts receivable) (35,650) (263,057)
Decrease (increase) in inventories 333,470 (272,453)
Decrease (increase) in construction in progress@ess of advance
construction receipts (3,835) 221,204
Increase in prepayments and other current assets (6,072) (8,047)
Decrease (increase) in other current financialtasse 52,483 (54,610)
Decrease in deferred tax assets, net 24,984 765
Increase (decrease) in notes and accounts payable (108,840) 225,670
Increase (decrease) in accrued expenses and athentdiabilities (31,044) 95,623
Increase (decrease) in advance collections (I35 142,435
Others (1,295 (3,875
Net cash provided by operating activities 532,678 512,475
Cash flows from investing activities:
Acquisition of long-term investments and finandietruments carried at costs (226,408) (29,892)
Additions to property, plant and equipment (5@)66 (15,977)
Proceeds from sale of property, plant, equipmedtrantal assets - 52,611
Increase in other receivable (40,108) (4,163)
Decrease (increase) in restricted assets (2,096) 8,175
Others (2,039 1,238
Net cash provided by (used in) investing activities (321,313 11,992
Cash flows from financing activities:
Decrease in short-term loans - (12,000)
Cash dividends (408,24) (214,412
Net cash used in financing activities (408,24) (226,412
Net increase (decrease) in cash and cash equivakent (196,877) 298,055
Cash and cash equivalents at beginning of year 763,398 465,343
Cash and cash equivalents at end of year $ 566,521 _ 763,398
Supplementary disclosures of cash flow information:
Cash paid during the period for:
Interest $ 248 782
Income taxes $ _ 156,314 50,494

See accompanying notes to financial statements.




TOPCO SCIENTIFIC CO., LTD.
Statements of Changes in Stockholders’ Equity

For the years ended December 31, 2011 and 2010
(expressed in thousands of New Taiwan dollars)

Foreign Unrealized

Retained earnings currency  gain (loss) on
Common Capital Legal translation  financial
stock surplus reserve  Unappropriated adjustment instruments Total

Balance on January 1, 2010 $ 1,429,416 1,368,192 370,094 491,281 19,023 30,504 3,708,510
Appropriation of 2009 net income (note 1):

Legal reserve - - 34,407 (34,407) - - -

Dividends (cash and stock) 28,588 - - (243,000) - - (214,412)
Adjustment for changes in investee company’s stolcldrs’ equity - 63 - - - (8,327) (8,264)
Foreign currency translation adjustment - - - - (15,474) - (15,474)
Adjustment for unrealized gain (loss) on finanaistruments - - - - - (2,140) (2,140)
Net income for the year ended December 31, 2010 - - - 659,994 - - 659,994
Balance on December 31, 2010 1,458,004 1,368,255 404,501 873,868 3,549 20,037 4,128,214
Appropriation of 2010 net income (note 2):

Legal reserve - - 65,999 (65,999) - - -

Dividends (cash and stock) 29,160 - - (437,401) - - (408,241)
Adjustment for changes in investee company’s stolcldrs’ equity - 225 - - - (11,932) (11,707)
Foreign currency translation adjustment - - - - 21,832 - 21,832
Adjustment for unrealized gain (loss) on finanaistruments - - - - - (16,226) (16,226)
Net income for the year ended December 31, 2011 - - - 952,453 - - 952,453
Balance on December 31, 2011 $ 1,487,1641,368,480 470,500 1,322,921 25,381 (8,121 4,666,325

Note 1: Directors’ and supervisors’ remuneratioroanting to $5,200 and employee bonuses amounti@&d000 were recognized in the 2009 statememtoafme.
Note 2: Directors’ and supervisors’ remuneratioroanting to $8,900 and employee bonuses amounti§§%¢650 were recognized in the 2010 statememtoafme.

See accompanying notes to financial statements.




