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Dear shareholders,

|. Letter to Shareholders

Looking back over 2011, the electronics industry supply chain has been impacted by severe earthquake and

tsunami in Japan, European debt crisis, and Thailand floods. As a result of all employee’s will, belief and

efforts, our revenue reaches record high in 2011. Here we would like to present a review on our business

operations for the past year as well as our future plans to our shareholders.

With regards to the Company’s operating performance for 2011, the consolidate revenue was NT$2,230

million, which represented an increase of 4% over the previous year. Net income after tax was NT$303 million,

which was up 10% over the previous year. Basic after-tax earnings per share (EPS) were NT2.07. Look

forward to 2012, we expect to have revenue and profit above the average of the industry under a precise

performance index set by the company. We hereby briefly report on our 2011 operating results and 2012

business plan as follows.

I. Operation Results in 2011
1.

Consolidated financial result

Unit: NT$ 1,000

2011 2010 Increase Percentage
(decrease) increase
AMT % AMT %
amount (decrease)
Net Sales 2,230,000 | 100% | 2,144,658 100% 85,342 4.0%
Gross Profit 776,138 35% 752,452 35% 23,686 3.1%
Operating
398,548 18% 434,009 20% (35,461) (8.2%)
Income
Pretax Income 390,854 17% 364,669 17% 26,185 7.2%
Net Income 302,908 13% 275,548 13% 27,360 9.9%

Budget Implementation

As dictated in current statutory laws and regulations, we didn't release our 2011 financial forecast

to the public. However, our overall operating results are generally in line with the internal operation

plan.

Profitability Analysis

ltem 2011 2010
Debt to Asset Ratio (%) 32.82 40.67
Long-term Capital to Fixed Asset Ratio (%) 144.86 140.60
Current Ratio (%) 24454 218.83
Accounts Receivable Turnover (x) 291 3.15




Inventory Turnover (X) 3.60 3.54
Return on Assets (%) 5.96 6.03
Return on Shareholders’ Equity (%) 8.31 8.74
Basic after-tax EPS (NT$) 2.07 2.03

Research and Development Status

The company has seen significant results in our efforts to achieve product high performance and

low cost goals. We hereby briefly report on our achievements and research plan as follows:

)

()

®3)
(4)

We are continuously developing high aspect ratio drill series which enable stack height
increased by 20-30%.

We have successfully developed and mass produced special type drills for high-layer boards.
This new product series is the best solution to our customers to deliver better hole accuracy
and low breakage rate.

We are continuously developing coating cutting tools to increase their life time.

We have accomplished development and readied conditions for mass production of 0.05mm

drills. We are ahead of market and waiting for demand to start immediate production.

Other Projects Execution Results

)

()

®3)

(4)

Occupational Safety and Health: Through the promotion work of the Environmental Health &
Safety Office, the Company received the ISO 14001 and OHSAS 18001 certificates for
environmental management and occupational health and safety in December of 2011. Each
item and action will be promoted throughout our plants to ensure work environment safety
and health, provide maximum safety to company personnel, and take the Company’s social
responsibility.

Corporate Governance: The Company has devoted to providing transparent information to
shareholders. In “Information Transparency and Disclosure Ranking System” conducted by
Securities and Futures Institute (SFI), the Company received the highest “A+” ranking in
comprehensive evaluations of annual report, website information, and external open
information as well as ranked the Company as voluntary information transparent in 2010 and
2011 continuously two years. This grading result demonstrates the Company’s effort of
pursuing better corporate governance and protecting the benefits of its shareholders.
Integration Service Platform: The Company has setup new companies in Zhenshen and
Suzhou to provide drilling services to its customers and has been starting operation since
third and fourth quarter of 2011.

Manual Publication: To strengthen the communication channel between the Company and
the employees, the Company has released “the 2" edition of employee manual” and “the 1%
edition of health and safety manual” in September of 2011.Through manual publication, it is
expected to improve the communication and accomplish the empirical culture of the

Company.




II. Overview of Operation Plan in 2012
1. Operation Principle and Important Policies

(1) Based on “discipline, insistence and innovation”, our mission is to utmost customer capacity
and to lower operation cost.

(2) To continue developing drills with finer size and higher aspect ratio so as to catch market
trends in the future.

(3) To boost sales proportion of micro drills in order to improve our product mix, as well as
proactively partner with customers for product technology development.

(4) To roll out value-added products and services to increase customers’ value and win market
share.

(5) To increase cost competiveness by enhancing material technology, optimizing production
process, and trend management.

(6) To continue to buildup integration service platform of providing best solution to our key

customers and build momentum for future growth.

2. Perspectives
While the market keeps rolling out all kinds of new electronic products, the demand for high-end
PCBs has been accelerated, which results in the design of PCB heading towards higher hole
density and finer line width/spacing in an attempt to directly drive the demand for micro-drill.
Looking forward, there are still a lot of uncertain factors that could influence the market, the
fluctuation of raw material price, exchange rate and labor wage in China should be carefully
considered for their influence on the Company’s operation. The Company will continue to improve
product R&D and process capability and strive to develop toward advanced products and more
miniaturized products with more stringent specifications in order to conform to requirements of

international customers and enlarge the technological gap with other competitors.

Finally, we would like to thank you for your continued support for Topoint. All of us at Topoint will continue to
commit ourselves to make great achievements to benefit all our shareholders. We wish you all good health

and good luck.

Sincerely yours,
Chairman of board / CEO Xu-ting Lin
General Manager Jia-hong Wang
Financial Manager Li-Ching Ko



Il. Introduction of Corporation

1. Establishment date :

Established on: April 12, 1996

2. Development history :

1)1996: Topoint Technology Co., Ltd. was established to engage in production and sales of precision
drills with NT$15 million in capital.

2)1997 : In order to meet the market demand, it increased its capital by NT$17.5 million to purchase new
machinery equipment. By then, the total paid-in capital was NT$32.5 million.

3)1998 : It increased its capital by NT$66.7 million to enlarge its business scale and purchase new
machinery equipment. By then, the total paid-in capital was NT$99.2 million. The factory was
relocated to Beinei Street of Shulin where the factory buildings were enlarged so as to meet
future expanding operation

4)1999: It garnered RWTUV ISO9002, a quality assurance accreditation, in April, and had a cash capital
increase of NT$20.8 million on Sep. 20 for the purchase of leading-edge equipment to
enhance production capacity. By then, the capital increase by earnings recapitalization was
NT$18.25 million, whereas the paid-in capitalization was NT$138.25 million.

5)2000: As approved by the competent authorities in May for public offer, it increased NT$120 million of
capital in cash in June to purchase production equipment and advanced inspection
instruments to elevate production capacity and assure product quality. By then, the capital
increase by earnings recapitalization was NT$10.56 million, capital increase by capital
surplus as stock dividends was NT$4.19 million and the paid-in capitalization was NT$273
million.

6)2001: It increased NT$54.91 million of capital by earnings recapitalization and NT$12.09 million of
capital by capital surplus as stock dividends in August. In December of the same year, it
increased NT$ 50 million of capital in cash to purchase production equipment, repay bank
loans and supplement the working capital. By then, the paid-in capitalization was NT$390
million.

7) 2003: It registered for the listing of the emerging stock on January 2, and increased NT20 million of
capital in cash in December to purchase equipment and expand production capacity. By then,
the paid-in capitalization was NT$410 million.

8) 2004: It increased NT$16.93 million of capital by earnings recapitalization in June to supplement the
working capital. In December, it increased NT$57 million of capital in cash to repay bank
loans. As a total the paid-in capitalization was NT$483.93 million. In December, its stock
went public on the OTC market.

9) 2005: It relocated its factory to the present address having larger space so as to meet the demand for
future expanding operation, and increased NT$68,651,250 of capital by earnings
recapitalization in July. As a total, the paid-in capitalization was NT$552,581,250.

10) 2006: It issued NT$40 million of its first local unsecured convertible corporate bonds in February to
purchase equipment and repay bank loans, increased NT$100 million of capital in cash in
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March to purchase equipment and expand production capacity, issued 5,520 units of
employee stock options in April, and increased NT$101,706,700 of capital by earnings
recapitalization in July. As a total, the paid-in capitalization was NT$773,881,710.

11) 2007: It increased NT$112,269,820 of capital by earnings recapitalization in July to supplement the
working capital. As a total, the paid-in capitalization was NT$954,691,270.

12) 2008: It increased NT$115,873,410 of capital by earnings recapitalization and change shares of
employee stock option. As a total, the paid-in capitalization was NT$1,070,564,680.

13) 2009: It increased NT$100 million of capital in cash in August to repay bank loans,and issued
NT$200 million of its first private of unsecured convertible bonds in September to repay bank
loans, increased NT$96,153,230 of capital by earnings recapitalization and change shares of
employee stock option. As a total, the paid-in capitalization was NT$1,266,717,910.

14) 2010: It increased NT$23,696,680 of unsecured convertible bonds in November ,and increased
NT$48,801,550 of capital by earnings recapitalization and change shares of employee stock
option. As a total, the paid-in capitalization was NT$1,339,216,140.

15) 2011: It increased NT$142,180,070 of unsecured convertible bonds ,increased NT$37,198,860 of
capital by earnings recapitalization and increased NT$7,090,000 of employee stock option.
As a total, the paid-in capitalization was NT$1,525,685,070.



Ill. Corporate Governance Report
1. Organization System

(1) Organization Chart

Board of Directors

|— Audit Office

Chairman
|_,_ Chairman’s Office

CEO L Business Management Office

|

— GM Office
General Manager

‘ Environmental Health & Safety Office

I T 1
Shulin Plant Sales & Marketing R&D
Division Division
|—|—| [
Engineering | Production Logistic Quiality Sales & Administration Finance Human
Dept. Dept. Dept. Assurance Marketing Dept. Dept. Resource
Dept. Dept. Dept.
(2) Major Corporate Functions

Department Major functions

) . To audit and evaluate the functions and operations of each department and the
Audit Office ) .
execution of internal control system.

) ) Planning and execution of relationships with investors.
Chairman Office . ) .
Corporate stock affairs and investment evaluation.

Business Management

of To establish corporate guidelines, strategies and operation plans.
ice

General Manager Office [To plan and management of company projects.

Environmental Health & [Planning and implementation of the systems relating to factory environment,

Safety Office security and health.

) ) Management of production technology and process standardization, and
Engineering Dept. ) ) )
maintenance of production equipment.

) Production schedule planning, and management of product process and
Production Dept.
manufacture.

Research & Development |R&D of advanced technologies and development of new products.

Division Patent planning and management.

Quality Assurance Dept. |Planning and execution of quality control system
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Department

Major functions

Logistic Dept.

Management and planning of purchasing and warehousing

Sales & Marketing Dept.

Planning sales and promotion strategies.
Expansion of markets, introduction of customers, and increase market share to
achieve company's sales goals.

Provision of production forecast to coordinate production and sales.

Human Resource Dept.

Management of human resources, personnel administration and regulated

systems.

Administration Dept.

Planning and execution of general affairs, factory affairs, and information

systems.

Finance Dept.

Corporate financial planning and investment management. Planning and

execution of accounting and taxes system.




2. Information about Directors, Supervisors, Presidents, Vice presidents, Assistant presidents, Chiefs of Respective Divisions and Branch Offices

(1)Directors and supervisors :

a. directors and supervisors April 30, 2012
. . Other executives, directors or supervisors in
. . Shareholding of spouse and Shares held in the . . ) i R
. ' Elected Term |« Shares held when being elected Current shareholding MINOrs names of others Current post and/or|Post concurrently taken in the spouse relat|onshn|(|jo or kin relationship within
Title name (inaugurated ) 1” elected date . : 2" degree
date (years) Sharehold Sharehold Shareholdi Shareholdi e ducati o nlcompany or other companies
shares arenolding |Number of shares arehoiding Shares arenolding | gpares arehoiding Title Name Relation
ratio ratio ratio ratio
e St e T
Chairman Lin Xu-ting 06/10/2009 3 03/18/1996 5,138,322 4.80% 5,330,231 3.49% - - - - pany CEO of the company ping Daughter
National Open Wang 2
) X General manager , Affinity
University Jia-hong
manager of the
company/ Graduate of General manager of the
Director Wang Jia-hong 06/15/2010 2 06/15/2010 481,138 0.38% 661,745 0.43% 3,602 0.00% - - the accounting 9 Chairman Lin Xu-ting |  Affinity
company
department of
Soochow University
UMC Capital | 46/105009 | 3 | 06/20/2006 1,892,967 1.77% 4,741,455 3.11% - . - . - - - - -
Corporation
MB.A fro_m Columbia President of UMC Capital
University Corporation
Director Managing Director of DireF():tor of United Microdispla
D.C Cheng 06/10/2009 3 | 06/20/2006 - - - - - - - - Morgan Stanley Asia |- = &~ play - -
Taiwan President P P
. X Independent Director of DEOM
Director/President of Technoloay Co.. Ltd
United Investment gy ~0., Lid.
China
Development 06/10/2009 3 09/30/2000 7,152,796 6.68% 5,333,478 3.50% - - - - - - - - -
Industrial Bank
Vice President of China
Development Industrial Bank
; VP of Vineera capital
Director EMBA from National Director of Jochu Technology
C.C Chang 06/10/2009 3 09/30/2000 - - - - - - - - Chena Chi Universit Co., Ltd. - - -
9 Y |Director of MEC
Director of STL Technology
Co., Ltd
Director of Enterex
Graduate of NTU
Independent | | ; tqung-Ming | 06/10/2009 | 3 | 06/06/2003 2,355 0.00% 2,875 0.00% 2,875 0.00% . . College of Law/Legal - |Chairman of Sipo Land Agent : : i
director affairs manager of Firm
Sampo Group.
Associate professor of
Indgpendent Ko Po-cheng 06/10/2009 3 06/06/2003 ) i i i i i i i the Accounting Supervisor of CyberPower i i i
director Department of Systems,Inc.
Soochow University
TPCA technical consultant.
Technical consultant of
. . Unimicron Corporation.
Independent | po; 3ung-sheng | 06/10/2000 | 3 | 06/13/2008 . . . . . . . . National Chung HSing |, ,evisor of ITEQ : : :
director University, Chemistry ;
Corporation.
Independent Director of
ShineMore Corporation.
President of Hong Gy Co., Ltd.
Graduate of a Chairman of Li-Herng
. . commercial senior high Inve_stment -
Supervisor Chen Ken-ching | 06/10/2009 3 06/20/2006 1,299,627 1.21% 1,587,852 1.04% 355,722 0.23% - - school / emplovee of Chairman of Pai-Jing - - -
Samno GroB y Investment
P P Supervisor of Lustrous
Technology Ltd.
PhD of Materials
Independent || oy Shwu-jian | 06/10/2000 | 3 | 06/06/2003 72,232 0.07% 88,250 0.06% . . i : science from Senior Consultant of High Tech : : i
supervisor University of Computer Corp.
Pennsylvania
Independent CP:EE”?;SEOI%?ﬁ: I-Shou University, Department
pen Niu Cheng-chie | 06/10/2009 3 06/20/2006 2,119 0.00% 2,587 0.00% - - - - Yy . of Biomedical Engineering - - -
supervisor Polytechnic Institute of . f
Brooklyn. Assistant Professor




Major institutional shareholders:

April 30, 2012

Name of institutional shareholder Major shareholders of the institutional shareholders

UMC Capital Corporation 100% of shares are held by United Microelectronics Corp.

China Development Industrial Bank

100% of shares are held by China Development Financial Holding
Company.

Major shareholders of the major shareholders that are Juridical Persons

April 30, 2012

Institutional shareholder
name

Major shareholders of the institutional shareholder

United Microelectronics

Corp.

8.77% of shares are held by UMC account GDR to J.P.Morgan.

3.37% of shares are held by Hsun Chieh Investment Co.,Ltd.

2.41% of shares are held by Silicon Integrated Systems Corp.

1.82% of shares are held by Bank of Taiwan custody Hill-Chester International Investors
International Value Equity Trust Investment Account

0.99% of shares are held by Chunghwa post co., Ltd.

0.95% of shares are held by Bank of Taiwan custody Hill-Chester International Investors
International Value Equity Group Trust Investment Account

0.93% of shares are held by ABP Pension Fund Investment Account to J.P.Morgan.

0.83% of shares are held by Administrative Committee, Yao Hua Glass Co., Ltd.

0.74% of shares are held by an ADIA investment fund commissioned to Morgan Stanley.

0.73% of shares are held by Management board public service pension fund ministry of civil service

republic of china

China Development Financial
Holding Co., Ltd.

5.78% of shares are held by Xing Wen Investment Co., Ltd.

3.71% of shares are held by Jing Guan Investment Co., Ltd.

3.22% of shares are held by China Life Insurance Co., Ltd.

2.69% of shares are held by KGI Securities Investment Trust Co. Ltd.

1.83% of shares are held by Bank of Taiwan.

1.45% of shares are held by Mega International Commercial Bank.

1.30% of shares are held by Gardner Vatican account emerging market stock index fund to
Standard Chartered.

0.98% of shares are held by CitiBank Taiwan was commissioned and management investor
account of Dimension emerging market estimate fund

0.85% of shares are held by Development Financial Holding shares are held by the Trust staff
(one) account to Chinatrust Commercial Bank.

0.84% of shares are held by Administrative Committee, Yao Hua Glass Co., Ltd.




b. Personal data of directors and supervisors

W'th. over five years of qu Are they in compliance with the
experience and the following independence terms ( Note )
ondition business qualification
Teachers |Judge, With job
of public |prosecutor, |experience
or private |attorney, in Also an
colleges |accountant, |commerce, independe
for the or business |law, nt director
subject |salesperson|finance, of other
Of spassed |accounting,| 1 |2 |3 |4 | 5|6 |7 |8]|9]|10| public
commerc |national or business company
Name e, law, exam &
finance, |certified
(Notel) . I
accountin |specialists
g, or or
business [technicians
Lin Xu- v viviv|iviv]iv]v ]
ting
Wang v viviviviv|iviv]v ]
Jia-hong
D.C. Cheng 4 VI v ivI ivVvIVI|IvVvI Vv I Vv | Vv 1
C.C. Chang v VI v ivi v ivIiv v v | v -
Lo v viviviviviv|iv|iv|v]|v ;
Tsung-ming
Ko v v viviviviv|iviv]|v|iv]v ]
Po-cheng
Pai v viviviviv]iviviv]|v|v 1
Jung-sheng
Chen v v v viviviv|iv|iv]v ]
Ken-ching
Liang v viviviviviviviv|v]|v )
Shwu-jian
Niu v viviviviv|iviv]|v|iv]v ]
Cheng-chie

Note: Directors and supervisors who have qualified the following conditions two years before being elected and during the
term are to tick the box (“v™) of the corresponding condition.

(1) Not the employee of the company or its affiliated enterprises

(2) Not the director or supervisor of the company or its affiliated enterprises (however, it is not limited to the
independent director of the subsidiary in which the company directly or indirectly holds more than 50% of voting
shares.)

(3) Not the shareholder whose spouse, minor children or related persons in his or her name hold more for than 1% of
the company'’s issued shares, nor the one who is one of company’s top-10 nature person shareholders.

(4) Not the direct lineal blood relative (including spouse and the relatives within 2" degree) of the persons listed in the
preceding three items.

(5) Not the director, supervisor or employee of the institutional shareholder who directly holds more than 5% of the
company'’s issued shares, nor the director, supervisor or employee of the top 5 institutional shareholders.

(6) Not the director, supervisor, manager of the specific company or institute having financial or business relationship
with the company, nor the shareholders holding more than 5% of the company’s shares.

(7) Not the professional who offers business, legal, accounting or consulting services to the company or its affiliated
enterprises, nor the proprietor, partner, director, supervisor, manager and their spouses of the business entity solely
invested or partnered by the company.

(8) Not the spouse nor a relative within two degrees of lineal consanguinity of an individual.

(9) Free of any of the behaviors as defined in Article 30 of Company Act.

(10) Not a governmental officer, juridical person or its representative as defined in Article 27 of Company Act.
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(2) President, Vice President, Junior V.P., and Department Heads

April 30, 2012

Shares held by

Shareholding Shareholcéing.of other persons C.u.rrent. Executivesdwho are sppqtses
Title Name Date spouse and minor| . ko e Experience (Education) position with | or second consanguinity
Elected other
Shares % Shares % |Shares| % companies Title Name | Relation
Special .
President of the The assistant Rulcinin dI;?Jthrire/r
CEO Lin Xu-ting | 11/29/2005 |5,330,231| 3.49 - - - - |company/Student of Chairman of | to the ping ghte
National Open University |the company |Chairman Wang | cousin-in
. Jia-hong -law
President
Manager of Topoint /
President| “@"9 | 06/01/2006 | 661,745 | 0.43 | 3,602 | 000 | - . |Graduate of the . ceo | -n |cousindn
Jia-hong accounting department of Xu-ting -law
Soochow University
Manager of ASE Inc. /
Graduate of the materials
D';Lacntf)r Y';ﬁf}‘ﬂgg 05/08/2006 | 118,545 | 0.08 | 4,272 | 0.00 | - _ |science and engineering - - ; -
department of Feng Chia
University
Manager of Topoint /
Df:fc?or Zhg:_igng 02/01/2002 | 130,155 | 0.09 : : i - |Graduate of Minghsin i ) i ;
Junior College.
Junior manager of Taiwan
Financial Ko International Securities /
Manager | Li-ching 06/26/2008 - - - - - - Graduat_e of the - - - -
accounting department of
Soochow University
Audit Lien Graduat.e of the
Manager | Chen-Hui 03/25/2011 154 0.00 - - - - |accounting department of - - - -

Soochow University

Note: Audit Manager Lin Rung-Le

resigned on March 25, 2011.
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(3) Remuneration of Directors, Supervisors, President, and Vice President

A. Remuneration of Directors

Unit: NT$1,000/1,000 shares

Remuneration Total Compensation earned as employee of TOP or of TOP’s consolidated entities Total
ota .
- tion asa
. Remuneration(A+B+C+D)as Exercisable con;pensa .
Base Severance Pay(B) | Bonus to directors(C) 2 % of 2011 Net income , , % of 2011 Net Compensation
Title Name Compensation(A) (Note3) (Notel) Allowances(D) 0 Salary(E) Severance Pay (F) Employee profit sharing (G) emplgyee s|_t|ock income(Note2) Received from
options(H) Non-consolidated
From all affiliates
From all From all From all From all From all From all From all From : From all From all
I-:rrgg] consolidated F{SQ consolidated '-:rrgg consolidated F{Sg‘ consolidated F{SQ consolidated FTFSQ consolidated I-:rrgg] consolidated TOP coréshct)iltlijeasted '-:rrgg] consolidated F{Sg‘ consolidated
entities entities entities entities entities entities entities Cash T Stock [ Cash [ Stock entities entities
Chairman Lin Xu-ting
Director Wang Jia-hong
Representative
of China
Director development
Industrial
Bank: CC
Chang
UMC Capital - - - - 6,229 6,229 104 104 2.09% 2.09% 3,677 14,691 - - 4,907 - 4,907 - 1,200 1,200 4.92% 8.56% -
Director Corporation :
DC Cheng
Independent :
director Lo Tsung-ming
Inde_pendent Ko Po-cheng
director
Independent Pai
director Jung-sheng

Note 1 : As passed in the board meeting on March 26, 2012 for 2011 annual earnings distribution, NT$8,178,519 is for remuneration of directors and supervisors and NT$40,892,593 for employee bonus. As of the annual report publication date, this resolution made in the board meeting has yet to be resolved
by shareholders in the shareholders’ meeting. The distributed amounts shown above were calculated according to last year’s distribution ratio.

Note 2: Income after Income Tax is less by Bonus to employees.

Note 3: Total Severance Pay to TOP’s directors in 2011 was $0.

Remuneration Bracket

2011
Remuneration to directors Total Remuneration(A+B+C+D) Total Compensation (A+B+C+D+E+F+G)
From TOP From all consolidated entities From TOP From all consolidated entities

Lin Xu-ting , Wang Jia-hong, China Development|Lin Xu-ting , Wang Jia-hong, China Development|China Development Industrial Bank, UMC Capital|China Development Industrial Bank, UMC Capital
Below $2,000,000 Industrial Bank, UMC Capital Corporation, Lo|lndustrial Bank, UMC Capital Corporation, Lo|Corporation, Lo Tsung-ming, Ko Po-cheng, Pai|Corporation, Lo Tsung-ming, Ko Po-cheng,

Tsung-ming , Ko Po-cheng , Pai Jung-sheng Tsung-ming , Ko Po-cheng, Pai Jung-sheng Jung-sheng
$2,000,000 ~ $5,000,000 - - - -
$5,000,000 ~ $10,000,000 - - Lin Xu-ting,Wang Jia-hong -
$10,000,000 ~ $15,000,000 - - - Lin Xu-ting,Wang Jia-hong

$15,000,000 ~ $30,000,000 - - - -
$30,000,000 ~ $50,000,000 - - - -
$50,000,000 ~ $100,000,000 - - - -
Over $100,000,000 - - - -

Total amount 7 7 7 7
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B. Remuneration for supervisors

Unit: NT$1,000/1,000 shares

2011

Severance Pay(B)

Bonus to supervisors (C)

Total Remuneration(A+B+C+D)as a % of

2011Net income

Compensation Received

Title Name Base Compensation(A) (Note3) (Notel) Base Compensation(D) (Note2) from Non-consolidated
From From all consolidated From From all consolidated From From all consolidated From From all consolidated From From all consolidated affiliates
TOP entities TOP entities TOP entities TOP entities TOP entities
Supervisor Chen Ken-ching
- - - - 1,950 1,950 42 42 0.66% 0.66% -

Independent supervisor

Liang Shwu-jian

Independent supervisor

Niu Cheng-chie

Note 1 : As passed in the board meeting on March 26, 2012 for 2011 annual earnings distribution, NT$8,178,519 is for remuneration of directors and supervisors and NT$40,892,593 for employee bonus. As of the annual report publication date, this resolution made in the board meeting has yet to be resolved

by shareholders in the shareholders’ meeting. The distributed amounts shown above were calculated according to last year’s distribution ratio.

Note 2: Income after Income Tax is less by Bonus to employees.
Note 3: Total Severance Pay to TOP’s directors in 2011 was $0.

Remuneration Bracket

Remuneration to supervisors

2011

Total Remuneration(A+B+C+D)

From TOP From all consolidated entities
Below $2,000,000 Chen Ken-ching, Liang Shwu-jian, Niu Cheng-chie Chen Ken-ching, Liang Shwu-jian, Niu Cheng-chie
$2,000,000 ~ $5,000,000 - R
$5,000,000 ~ $10,000,000 - R

$10,000,000 ~ $15,000,000

$15,000,000 ~ $30,000,000

$30,000,000 ~ $50,000,000

$50,000,000 ~ $100,000,000

Over $100,000,000

Total amount

C. Remuneration for President and V.P.

Unit: NT$1,000/1,000 shares
Total Remuneration(A+B+C+D)as a . Compensation
Salary(A) Severance Pay(B) Rewards and special payments, Bonuses and Allowances(D) % of 2011 Ne(t income ) Exercisable employee stock Rec e?ve d from
Title (Note3) etc. (C) (Notel) (Note2) options Non-consolidated
(Notel) Name From all From all From all From E I lidated entiti From all From all affiliates
I_:rrgrg consolidated Err(gg] consolidated Err(gg] consolidated TOP rom all consolidated entities Err(gg] consolidated I_:rrgrg consolidated
entities entities entities Cash Stock Cash Stock entities entities
Chairman Lin Xu-ting
3,440 6,496 - - 237 7,727 4,907 - 4,907 - 2.83% 6.47% 1,200 1,200 -
Vice President Wang Jia-hong

Note 1 : As passed in the board meeting on March 26 2012 for 2011 annual earnings distribution, NT$8,178,519 is for remuneration of directors and supervisors and NT$40,892,593 for employee bonus. As of the annual report publication date, this resolution made in the board meeting has yet to be resolved

shareholders in the shareholders’ meeting. The distributed amounts shown above were calculated according to last year’s distribution ratio.
Note 2: Income after Income Tax is less by Bonus to employees.
Note3: Total Severance Pay to TOP’s President and V.P. in 2011 was $0, that pensions funded according to applicable law. In 2011 was NT$66,252.

Grades of remuneration

Grades of the remuneration for the company’s general managers and vice general managers

2011

From TOP

From all consolidated entities

Below $2,000,000

$2,000,000 ~ $5,000,000

Lin Xu-ting, Wang Jia-

hong

$5,000,000 ~ $10,000,000

Lin Xu-ting, Wang Jia-hong

$10,000,000 ~ $15,000,000

$15,000,000 ~ $30,000,000

$30,000,000 ~ $50,000,000

$50,000,000 ~ $100,000,000

Over $100,000,000

Total amount
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D. Name of managers who received dividend and the distribution of dividend

April 30, 2012

Unit: NT$1,000
Ratio of total
Stock Cash amount to net
Title Name o Dividend Total .
Dividend income (%)
(Notel) (Note2)
Chairman & CEO Lin Xu-ting
President 'Wang
Jia-hong
. Huan
Managers|  PlantDirector Yin_miﬁg - 9,565 9,565 3.16%
R&D Director Chen
Zhao-yang
Finance & Accounting Ko Li-ching
Manager

Note 1 : As passed in the board meeting on March 26, 2012 for 2011 annual earnings distribution,
NT$8,178,519 is for remuneration of directors and supervisors and NT$40,892,593 for employee
bonus. As of the annual report publication date, this resolution made in the board meeting has yet to
be resolved by shareholders in the shareholders’ meeting. The distributed amounts shown above
were calculated according to last year’s distribution ratio.

Not 2: Income after Income Tax is less by Bonus to employees.

(1) Analysis of the ratio of the total remuneration for the directors, supervisors, general managers and vice
general managers of the company and its consolidated statement companies in the recent two years to
after-tax net profit, and description of remuneration payment policies, standards, combinations,
procedure to determine the remuneration and the correlation with operating performance :

Year

Total remuneration of
directors, supervisors,
general managers and
vice general managers

Ratio of the preceding
remuneration to
after-tax net
profit(Note3)

Remuneration payment policies,
standards, combinations, procedure to
determine the remuneration and the
correlation with operation

(Note2)

p er f or m amnwc e
2010 20,136 thousand 7.31% (Notel)
2011 16,909 thousand 5.58% (Note1)

Note 1: The remuneration for directors and supervisors is regulated according to the dividend distribution
policy stipulated in the company’s constitution, in which the annual earning distribution status
shall be submitted to the board of directors for discussion before being sent to the shareholders’
meeting for resolution. The remuneration for general managers shall be released according to
the company’s performance evaluation system.
Note 2 : As passed in the board meeting on March 26, 2012 for 2011 annual earnings distribution,
NT$8,178,519 is for remuneration of directors and supervisors and NT$40,892,593 for employee
bonus. As of the annual report publication date, this resolution made in the board meeting has
yet to be resolved by shareholders in the shareholders’ meeting. The distributed amounts
shown above were calculated according to last year’s distribution ratio.

Note 3: Income after Income Tax is less by Bonus to employees.
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3. Business management
(1) Board of Directors
The attendance of Directors for 8(A) Board Meetings in 2011

Frequency of
Title Name Atte?g;a N® | Proxy attendance Remarks
(%)(B/A)
Chairman Lin Xu-ting 7 1 87.5 -
Director Wang Jia-hong 4 3 50.0 -
Representative of
M ital
Director v CCaplta 7 1 87.5 -
Corporation
D.C. Cheng
Representative of
Director| ChinaDevelopment 2 5 25.0 -
Industrial Bank:
Chang Cheng-chiu
Independent .
. P Lo Tsung-Ming 7 1 87.5 -
Director
Independent
. P Ko Po-cheng 7 0 87.5 -
Director
Independent .
. P Pai Jung-sheng 7 0 87.5 -
Director
Remarks:

1. For the events stated in SEC Article 14.3 and other opposing or qualified opinion of independent
directors that are recorded or declared in writing, the date, term, the content of the case, independent
director’s opinion, and the company’s response to the director’s opinion must be stated in details: N/A

2. The name of the directors who have excused themselves from the meeting due to a conflict of interest,
the name of the directors, the content of the case, the reason for the conflict of interest, and the voting
must be stated in details: N/A.

3. The goal for improving the function of the board of directors (e.g. establishing the audit committee and
enhancing information transparency, etc.) and execution evaluation:

Other than placing Three independent directors, and according to the “rules of board meeting
procedure”, which was attendance of Directors to enhance their operating efficiency and reinforce
their decision making capacity.
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(2) Audit Committee or Board of Supervisors

(a) The attendance of Audit Committee in 2011:N/A
(b) The attendance of Supervisors for 8(A) Board Meetings in 2011:

Attendance Proxy
Title Name B) Frequency of attendance Remarks
(%)(B/A)

Supervisors Chen Ken-ching 7 87.5
Independent : -

Liang Shwu-jian
Supervisors 9 : 6 50
Independent . .

Niu Cheng-chie
Supervisors J > 625
Remarks:

1. The formation and responsibility of the supervisors:
(1) Communication among the employees and shareholders of the company:
The company’s supervisors use periodical or non-periodical meetings and shareholders’ meetings to
communicate with the company’s employees and shareholders.
(2) Communication among the audit Manager and CPA of the company:
The company’s supervisors use periodical or non-periodical meetings with the company’s audit
manager and CPA.
2.  If supervisors have opinion from the meeting that are recorded or declared in writing, the date, term, the
content of the case, supervisor’s opinion, and the company’s response to the supervisor’'s opinion must
be stated in details: N/A
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(3) Corporate governance and the deviation from the Rules Governing Listed & OTC corporate governance

and the causes

Deviation from the
rules Governing
Listed &

remuneration determination.

for details

ltem Operation OTC corporate
governance and the
causes
1. The company’s equity structure and (1)The company has a spokesman (Lin
shareholders’ equity Ruo-ping), a deputy spokesperson
(1) The way that the company handles (Lien Chen-Hui) and the stock affairs
suggestions and disputes with division.
shareholders. (2) The company has entrusted a stock
(2) The status that the company gets hold affairs agency (the stock affairs
of the list of the company’s major agency division of Taiwan N
active shareholders and the final International Securities Group) and one
controllers of the company’s major has exclusive stock affairs personnel
shareholders. to serve shareholders.
(3) The mechanism for company (3) The company has laid down the
establishment, risk control of its .regulgfuons for tradllng operation with
affiliated enterprises, and fire wall its affl_hated enterprises, ?‘”‘?‘ for
establishment. surveillance of its subsidiaries.
2. Constitution of the board of directors and |(1) The company places three
its function independent directors (Lo
(1) The status of placing independent Tsung-Ming, Ko Po-cheng and Pai
directors. Jung-sheng )
(2)To periodically review the independence|(2) In compliance with statutory None
status of the certified public regulations, the company's board of
accountants directors periodically evaluates the
independent status of its certified
public accountants.
3. The status for the establishment of The company setup Investor Relations
communication channel with related on its website to periodically release the
parties. company’s business and financial None
information. In addition, an e-mail
address is also available for
shareholders to contact the company.
4. To make information public (1) The address of the company’s
(1) The company uses its own website to website is:
disclose its financial status and www.topoint.tw
company governance information The company has already posted
(2) The company also uses other its goyernan_ce information on the None
information disclosure ways (e.g. website. Viewers may also use
establishment of English website, the website to link to the Market
designation of exclusive personnel to Obse_rva'uon Post System for '
collect and disclose the company’s enquiry _of the_compan_y's financial
information, fulfillment of and business information. None
spokesperson system, and posting |(2) The company has its spokesperson
prospectus seminar process on the system which is used to collect and
company’s website, etc.) disclose information and as the
bridge to communicate with
outsiders.
5. The operation OT the functlpn qommlttees Please refer to P. 18 in the annual report
set for the function of nomination or None
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Deviation from the
rules Governing
Listed &

OTC corporate
governance and the
causes

Item Operation

6. If the company has corporate governance rules stipulated according to the “rules governing Listed/ OTC
corporate governance, “please state the variation of the business operation from the rules:
The corporate governance rules instituted by the company and their spirit have all been included in the
company’s internal control system. The new entrants are all requested to follow the internal control
system in their oriental training. At the same time, the “rules of shareholders’ meeting procedure”, “rules
of board meeting procedure” and “director and supervisor election regulations” have all been laid down.
The board of directors passed the “director, supervisor and manager moral code” on April 25, 2008 and
sent it to the shareholders” meeting for resolution.

7. Other in formation that helps understand the corporate governance ( for example, advanced study of
directors and supervisors, attendance of directors and supervisors for board meeting, enforcement of risk
management policy and risk measurement standards, protection for consumers and customers, director’s
excusing himself/herself from a case involving conflict of interest, liability insurance acquired for directors
and supervisors, and corporate social responsibilities):

(1) Advanced study of directors and supervisors: Please go to the corporate governance section of the
“Market Observation Post System” on http://newmops .twse.com.tw.

(2) The risk management/measurement and customers protection policy are defined in the company’s
internal control system, and executed according to the regulations.

(3) The directors and supervisors attend of the board when the trustee like fords to a trustee office row bill
have excused themselves and benefit that not join the vote.

(4) Liability insurance is acquired for directors and supervisors according to the articles of Incorporation.

8. If there is an internal evaluation report or an independent appraisal report furnished on corporate
governance, the internal (external) performance evaluation report must be furnished with the
nonconformities (or suggestions) and corrective actions detailed:

The Company has devoted to providing transparent information to shareholders. In “Information
Transparency and Disclosure Ranking System” conducted by Securities and Futures Institute (SFI), the
Company was ranked as “A” company in 2008 and 2009, and received the highest “A+” ranking in 2010
and 2011. This grading result demonstrates the Company’s effort of pursuing better corporate governance
and protecting the benefits of its shareholders.

(4) Composition, Responsibilities and Operations of Compensation Committee :

Board resolution to establish compensation committee on December 28,2011 and remuneration

committee under the Act, it shall adopt a remuneration committee charter. The remuneration

committee members shall be appointed by resolution of the board of directors. The committee shall

not be fewer than three members. The remuneration committee shall exercise the care of a good

administrator in faithfully performing the official powers listed below, and shall submit its

recommendations for deliberation by the board of directors:

(a)Prescribe and periodically review the performance review and remuneration policy, system,
standards, and structure for directors, supervisors and managerial officers.

(b)Periodically evaluate and prescribe the remuneration of directors, supervisors, and managerial
officers.
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(5)

Social Responsibility

Iltem

Implementation Status

Deviations from “Corporate
Social Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies” and reasons

1. Exercising Corporate Governance

(1)The company declares its corporate social
responsibility policy and examines the results of
the implementation.

(2)The company establishes exclusively (or
concurrently) dedicated units to be in charge of
proposing and enforcing the corporate social
responsibility policies.

(3)The company organizes regular training on
business ethics and promotion of matters
prescribed in the preceding Article for directors,
supervisors and employees, and should
incorporate the foregoing into its employee
performance appraisal system to establish a clear
and effective reward and discipline system.

(1) None.

(2) None.

(3) The company has established “standards of conduct” as standards
for compliance by directors, supervisors, managers and
employees, Encourage reporting of any illegal conduct or
conduct violating ethical behavior standards, Punishment: the
Company shall investigate the responsibilities of any person that
neglects his/her duties according to the violation condition and
take appropriate legal actions.

N/A

2. Fostering a Sustainable Environment

(1)The company endeavors to utilize all resources
more efficiently and uses renewable materials
which have a low impact on the environment.

(2)The company establishes proper environmental
management systems based on the
characteristics of their industries.

(3)The company establishes dedicated units or
assigns dedicated personnel for environment
management to maintain the environment.

(4)The company monitors the impact of climate
change on its operations and should establish
company strategies for energy conservation and
carbon and greenhouse gas reduction.

(1) Ongoing waste reduction — reduce the creation of waste and
reduce the waste volume created via recycle classification as
much as possible .

(2) Ongoing improvement — environmental protection popularization,
safety and health training, environmental safety conscious
reinforcement,  environmental system and regulations
implementation, systematic management, ongoing improvement,
quality environmental protection construction, safe and healthy
working place.

(3) The Company has set the safety and health room dedicated
personnel responsible for the maintenance and management of
the environment.

(4) Pollution Prevention - source management, carry out water

reduction, energy saving, reuse, cleaning process, cost reduction,
reduction impact to ecological environment and establishment of

environmental management system (ISO 14001).

N/A
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Iltem

Implementation Status

Deviations from “Corporate
Social Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies” and reasons

3. Preserving Public Welfare

(1)The company complies with relevant labor laws
and regulations, protects the legal rights and
interests of employees, and has in place
appropriate management methods and
procedures.

(2)The company provides safe and healthy work
environments for its employees, and organizes
training on safety and health for its employees on
a regular basis.

(1) The Company has emphasized employee welfare and interest
since its establishment, and the labor relation is very cohesive.
The Company holds labor meetings periodically and provides
employee proposal and opinion boxes for employees to respond to
problems and constitute good interaction. It is expected to
establish a cohesive relationship between labor and capital.

(3)The company establishes and discloses policies |(2) Carry out health management and promote employees’ physical N/A
on consumer rights and interests and provides a and mental health.
clear and effective procedure for accepting
consumer complaints. (3) ~ (4) Fair trade: treat the Company’s customers, suppliers and
(4)Th_e company cooperates with its suppliers to _ competitors as fair as possible.
jointly foster a stronger sense of corporate social
responsibility.
2 Lon-cash propersy endowments, volunteer service |(5) Various channels from time 1o tme by the Company to participate
. ! - : in community development and related activities of charities.
or other free professional services, participates in
community development and charities events.
4. Enhancing Information Disclosure
(1)The measures of disclosing relevant and reliable |(1) The appraisal result of "Information Transparency and Disclosure
information relating to their corporate social Ranking System" conducted by Securities and Futures Institute
responsibility. (SFI) is now released. Topoint is ranked as "A+" company and also N/A

(2)The company produces corporate social
responsibility reports disclosing the status of
their implementation of the corporate social
responsibility policy.

remarked as a company that discloses information voluntarily.
(2) N/A -

5. If the Company has established corporate social responsibility principles based on “Corporate Social Responsibility Best Practice Principles for
TWSE/GTSM Listed Companies”, please describe any discrepancy between the principles and their implementation:N/A

6. Other important information to facilitate better understanding of the Company’s corporate social responsibility practices (e.g., systems and measures that
the company has adopted with respect to environmental protection, community participation, contribution to society, service to society, social and public
interests, consumer rights and interests, human rights, safety and health, other corporate social responsibilities and activities, and the status of
implementation. ) : Please go to “Newsroom” of company’s website www.topoint.tw
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Iltem

Implementation Status

Deviations from “Corporate
Social Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies” and reasons

7. If the products or corporate social responsibility reports have received assurance from external institutions, they should state so below:
(1)Establishment of environmental management system (ISO 14001 and OHSAS 18001).
(2)Topoint Shanghai gains certification as "High Technology Enterprise" by Shanghai Science and Technology Commission for three years since 2010.
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(6)

()

Integrity management company to perform the case and adopt measures: The Company uphold the
fair treatment of customers, suppliers, competitors.

Enquiry of corporate governance rules and related regulations: Please go to the corporate
governance section of the “Market Observation Post System” -

(8) The information to help investors more aware of how the company’s corporate governance is operated:

a. Please go to “Investor Relations” of company’s website www.topoint.tw

b. Advanced study the governance rules of Mangers: Please go to the corporate governance section of

the “Market Observation Post System” on http://newmops .twse.com.tw.

(9) Execution of internal control system:

a.
b.

Internal control declaration: Please go to the “Market Observation Post System”

Entrustment of CPA to audit internal control system: N/A

(10) The punishments applied to the company and its employees due to law violation, the punishments

applied by the company to its internal employee due to violation of internal control system, major
drawbacks and improvement in the recent year and the current year as of the annual report
publication date:

As regulated by the company, other than including the violation of internal control system in the
rating of personnel annual performance evaluation, the company has also given a detailed account
of the punishments, major drawbacks and expected improvement deadline in each audit report. At
the same time, the audit unit has continued to track the improvement status and make records.

The major drawbacks had been corrected in the recent year and the current year as of the annual
report publication date.

(11) Major resolutions made in shareholders’ meetings and board meetings in the recent year and the
current year as of the annual report publication date:
A. The company had the 2011 general shareholders meeting held with the following
resolution reached (06/15/2011):
Resolutions Implementation Status
(a) Recognized the financial results for 2010. (a) RESOLVED, that the above proposals be and
hereby were approved as proposed.
(b) Recognized the 2010 earnings distribution (b) The ex-dividend date Jul. 13, 2011 was determined
(Distributed $0.832/share of cash dividends and and the cash dividend was distributed on Sep. 16,
gave 27.7 shares/1000 shares of stock dividends. 2011; stock dividend on Sep. 16, 2011.

The board of directors is authorized to adjust the
ensuing change to be caused by the change in the
shareholder’s stock dividend/ cash dividend rate
resulting from the outstanding shares which are
influenced by the change of capitalization.)

(c) Passed the Company'’s issuance of new shares (c) The earning distribution proposal was approved by
from the capital increase of the 2010 earnings and Financial Supervisory Commission, Executive Yuan
employee bonus recapitalization with letter Jin-Guan-Zeng 1000030397 on Jul. 7,

2011.

(d) Passed the amendment of the Company’s (d) The case was managed in accordance with the
“Procedure of Endorsement and Guarantee” approved resolution.

(e) Passed the amendment of the Company’s (e) The case was managed in accordance with the
“ Procedure of External Lending” approved resolution.

() Passed the amendment of the Company'’s “Articles |(f) The case was managed in accordance with the
of Incorporation ” approved resolution.
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B. Board meetings

Date Content
1. Approved the issuance of new shares of 2006 employee stock options.
1.Jan. 13,2011 |3 Approved the investment to set up PCB drill holes Sales & Testing Centre.
3. Approved the new appointment of general manager.
1. Approved the Financial Statements and Business Report of 2010.
2. Approved the 2010 Profit Distribution Proposal.
Cash dividends of NT$111,596,600(NT$0.832 per share)
Stock dividends of NT$37,198,860 (27.7 shares for each 1,000 shares owned)
2.Mar. 25,2011 3. Approved the issuance of new shares of 2006 employee stock options.
4. Approved the indirect investment in Mainland China.
5.  Announcement of the change for internal audit officer.
6. Approved the amendment of Company’s “Articles of Incorporation”.
7. Approved to convene the 2011 Regular Shareholder’s Meeting.
1. Approved the issuance of new shares of private placement of unsecured convertible
3. Apr. 14, 2011 bonds.
2. Approved the endorsements/guarantees amount of the Subsidiary.
4. May 30, 2011 |9 Approved the investment to set up PCB drill holes Sales & Testing Centre.
1. Approved the record date for common share dividend.
2. Approved the issuance of new shares of private placement of unsecured convertible
5.Jul. 13, 2011 bonds.
3. Adjust the dividend distribution ratio as the result of new shares for capital increase.
4. Approved the reset price of employee stock option.
6. Aug. 25,2011 |1 Approved the Financial Statement of first half year of 2011.
7.5ep. 02,2011 |1 Board of Directors approved the issuance of employee stock options.
1. Approved the Organizational rules and compensation committee.
8.Dec. 28,2011 |5  Approved the change of company’s CPA.
3. Approved Year 2012 annual audit plan.
1. Approved the Financial Statements and Business Report of 2011.
2. Approved dividend distribution of 2011.
9. Mar. 26, 2012 Cash dividends of NT$110,416,051(NT$0.7237 per share)
Stock dividends of NT$40,892,590 (26.80 shares for each 1,000 shares owned)
3. Approved new shares for capital increase.
4. Approved 2012 AGM agenda.

(12)The directors or supervisors who have objected to the resolutions reached by the board of directors
and the objections are recorded or declared in writing in the most recent years and up to the date of
the annual report printed: N/A

(13) The resignation or discharge of personnel who are responsible for financial statements in the
most recent years and up to the date of the annual report printed.

Title

Employment Dismissal date | R€aSONS of resignation or

Name date discharge

Internal audit

officer

Lin Rung-Le Sep. 16,2002 | Mar. 25,2011 |Individual career planning
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4.CPAs Fees:

Namf?”?]f the Names of CPA During the audit Notes
Deloitte & Touche | Shieh Chien-Shin Lin Ku-Tung Jan. 1,2011-Dec. 31,2011
. Non-Audit
Audit fees fees Total
1 | Below $2,000,000 v
2 | $2,000,000 ~ $4,000,000
3 | $4,000,000 ~ $6,000,000 %
4 | $6,000,000 ~ $8,000,000
5 | $8,000,000 ~ $10,000,000
6 | Over $10,000,000

5. CPA’s Information:
(1) Regarding former CPA:

Replacement date Approved by the board of directors on Dec. 28, 2011.

The CPA certifying the company’s 2010 financial statements were
Chan Chao-mei and Lin Ku-tung at Deloittee & Touche — Taiwan.
However, due to the firm’s internal task transfer and arrangement, the
company’s 2011 financial statements were certified by CPA Shieh
Chien-Shin and Lin Ku-tung.

Replacement reasons

Please explain whether the
termination or refusal of the
commission is initiated by the
entrusted or CPA.

The party
CPA Entrustor

Status

Took initiative in terminating
the commission
Refusal (discontinuation) of
the commission

Not applicable

The opinions on the auditing
reports in the recent two years
and reasons, except the issue of
unqualified opinions.

Not applicable

Accounting principle or practice
Disclosure of financial reports
Yes —
Different opinions with the issuer: Auditing range and steps
Others
No \
Why Not applicable.
Other disclosure items:
( The items required to be
disclosed as per item 4,
subparagraph 1 of article 11 in N/A
regulations governing the

preparation of financial reports
by securities issuers.)
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(2)Regarding successor CPA:

Name of the firm Deloittee & Touche — Taiwan
Names of CPA Shieh Chien-Shin and Lin Ku-tung
Date of commission As passed by the board of directors on Dec. 28,
2011

ltems and results of the consultation made before
the commission for the possible opinions on the
accounting process method or accounting principle
and the financial reports of specific transactions

N/A

The written opinions from the successor CPA
against the ones from the former CPA.

N/A

(3) The response made by former CPA for the issues listed in item 3 of subparagraph 1
of article 22 of “regulations governing the preparation of financial reports by
securities issuers”: N/A

6. If the Chairman, President, and financial or accounting manager of the company who had worked for the
independent auditor or the related party in the most recent year, the name, title, and the term with the
independent auditor or the related party must be disclosed: N/A

7. Information on Net Change in Shareholding and Net Chang in Shares Pledged by Directors, Supervisors,
Department Heads, and Shareholders 10% shareholding or more:

(1) Information on Net Change in Shareholding and Net Change in Shares Pledged by Directors,
Supervisors, Department Heads and Shareholders
Unit: share

2011 As of April 30,2012
Title Name Net change in | Net change in | Net change in [Net change in|
Shareholding | Share Pledged | Shareholding |Share Pledged
Chairman Lin Xu-ting 129,498 - - -
Director Wang Jia-hong 166,077 - - -
. umMcC Capltal 115,193 i i i
Director Corporation
D.C Cheng - - - -
China Development
Director Industrial Bank (821,807) ) i i
C.C Chang - - - -
Independent .
director Lo Tsung-ming 69 - - -
Inde;pendent Ko Po-cheng - - - -
director
Independent .
director Pai Jung-sheng - - - -
Supervisor Chen Gen-ging 38,576 - - -
Independent Liang Shwu-jian 2,144 ; - ;
supervisor
Indepen.dent Niu Cheng-chie 62 - - -
supervisor
Plant Director Huang Yin-ming 2,880 - - -
R&D Director Chen Zhao-yang 3,162 - - -
Financial S
Manager Ko Li-ching - - - -

(2) The information of the related party who was the corresponding party of the equity transfer: N/A

(3) The information of the related party who was the corresponding party of the equity pledge: N/A
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8. The relation of the top ten shareholders as defined by Finance Standard Article 6:

Name

Current shareholding

Shareholding of spouse

and minors

Shares held in the
names of others

The relation of the top ten
shareholders as defined by
Finance Standard Article 6

Shares

Shareholding
ratio

Shares

Shareholding
ratio

Shares

Shareholding
ratio

Name

relationship

Account of
Cathay Greater
China Fund

6,500,295

4.26%

N/A

N/A

N/A

TLC Capital Co.,
Ltd.

6,192,733

4.06%

N/A

N/A

umcC
Capital
Corporation

Affiliates

Contracted
Customer
Investment
Account of KGI
Asia under the
trusteeship of
Standard
Chartered Bank.

5,755,787

3.77%

N/A

N/A

N/A

China
Development
Industrial Bank

5,333,478

3.50%

N/A

N/A

N/A

Lin Xu-ting

5,330,231

3.49%

N/A

N/A

Lin Liu-ze

Brothers

Foxconn
Advanced
Technology, Inc.

4,858,907

3.19%

N/A

N/A

N/A

ASUSPOWER
Investment Co.,
LTD.

4,857,345

3.18%

N/A

N/A

N/A

UMC Capital
Corporation

4,741,455

3.11%

N/A

N/A

TLC
Capital Co.,
Ltd.

Affiliates

Lin Liu-ze

3,814,950

2.50%

N/A

N/A

Lin Xu-ting

Brothers

Investment
account of Yuanta
Securities (Hong
Kong)
commissioned to
HSBC

3,454,054

2.26%

N/A

N/A

N/A
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9. Investment form Directors, Supervisors, Managers and directly or indirectly controlled businesses:

Unit: Share

Trans-investment

The company’s investment

Investment made by directors,
supervisors, managers and
the businesses directly or
indirectly controlled by the

Total investment

business C 0O m p a n vy
. . Total
Shares Shareh_oldmg Shares Shareh_oldmg Shares | shareholding
ratio ratio )
ratio

Topoint Technology o ) i o
Co.,Ltd.(B.V.I) 5,880 100% 5,880 100%
U”'poggTeLCtzno'ogy 24,570,000 58.5%| 274,213 0.65% 24,848,213 59.15%

Warpspeed o ) i o
Corporation(B.V.) 50,000 100% 50,000 100%
T°p°'”tft‘:‘jpa” co., 600 100% - : 600 100%

Shanghai Topoint
Precision Tool Co., - - - 100% - 100%
Ltd.
Unipoint Technology
Holdings Co., - - 11,200 100% 11,200 100%
Ltd.(B.V.1.)
Sharpoint Technology
(Qinhuangdao) Co., - - - 100% - 100%
Ltd.

Unipoint Technology i ) ) o i o
Shenzhen Co., Ltd. 100% 100%

Sharpoint Technology i ) ) o i o
(Shenzhen) Co., Ltd. 100% 100%

Sharpoint Technology i ) ) o i o
(Suzhou) Co., Ltd. 100% 100%
Sharpoint Technology i _ ) 7506 i 75%

(Suzhou) Co., Ltd.
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1. Capital and shares:
(1) Stock capital

IV. Stock subscription

Unit: NT$1,000/1,000 shares

Approved Paid-in Remarks
capitalization capitalization Capital sources Use of
ot 29 e
year ($) |Shares| Amount | Shares| Amount |[Amount| Source |to pay for Others
the
shares
Cash capital 04J12/1996
4/1996 | 10 | 1,500 | 15,000 | 1,500 | 15,000 | 15,000 | - |1996 Jien (3) Geng Zi
INnCrease
No. 48510
Cash capital 02/.23/1998. .
5/1997 | 10 | 6,000 | 60,000 | 3,250 | 32,500 | 17,500 |~ >" % - 1998 Jien (3) Jia Zi
No. 124692
Cash capital
49.200 increase 11/18/1998
6/1998 | 10 [20,000 | 200,000 | 9,920 | 99,200 |, Z'E | Capital - 1998 Jien (3) Jia Zi
' surplus No. 259480
transfer
Cash capital 10/21/1999
20,800 | increase . .
9/1999 | 10 | 20,000 | 200,000 | 13,852 | 138,253 | e | Lo - |Jing (1999) Shang Zi
i No. 08813853
Cash capital
5/2000 | 23 | 49,000 | 490,000 | 27,300 | 273,000 |7 't S - |Jing (2000) Shang Zi
' No. 089121529
surplus
transfer
Earnings 09/19/2001
05/2002| 10 |49,000 | 490,000 | 34,000 340,000 67,000 | 2"¢caPtal | 5ing (2001) Shang zi
surplus No. 0901372890
transfer
Cash capital ~01/032002
11/2002| 20 | 49,000 | 490,000 | 39,000 | 390,000 | 50,000 | ~5>" *°P’ - |Jing (2001) Shang Zi
No. 09001523010
Cash capital ~ 12/29/2008
12/2003| 10 | 49,000 | 490,000 | 41,000 | 410,000 | 20,000 |~5°7 *F" - Jing-Shou-Zhong Zi
No. 09233192270
Earmings 10/05/2004
08/2004| 10 |42,693 | 426,930 | 42,693 | 426,930 | 16,930 | > MU - Jing-Shou-Zhong Zi
No. 09332806590
Cash capital 12/29/2004
10/2004| 16.8 | 70,000 | 700,000 | 48,393 | 483,930 | 57,000 | = “P" - Jing-Shou-Zhong Zi
No. 09333262600
Earnings 09/16/2005
09/2005| 10 | 70,000 | 700,000 | 55,258 | 552,581 | 68,651 | 2" C@Ptal | | 5ing.Shou-Shang Zi
surplus No. 09401183300
transfer
. 06/20/2006
06/2006| 10 |140,000|1,400,000| 65,258 | 652,581 |100,000|C3S" caPitall Jing-Shou-Shang Zi
’ ’ ’ ’ ’ ’ increase
No 09501118760
Earmings 09/07/2006
09/2006| 10 |140,000|1,400,000| 75,428 | 754,288 101,707 " *"E - Jing-Shou-Shang Zi

No. 09501202460
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Approved Paid-in Remarks
capitalization capitalization Capital sources Use of
ontn 2 it
year ($) |Shares| Amount | Shares| Amount |Amount| Source [to pay for Others
the
shares
Shares
transferred 10/07/2006
10/2006f 10 |140,000(1,400,000| 76,116 | 761,161 | 6,873 from - Jing-Shou-Shang Zi
corporate No. 09501232720
bonds
Shares
transferred 10/23/2007
01/2007| 10 |140,000|1,400,000| 77,388 | 773,882 | 12,721 from - Jing-Shou-Shang Zi
corporate No. 09601018460
bonds
Shares
transferred 04/17/2007
04/2007| 10 |140,000|1,400,000| 78,605 | 786,050 | 12,168 from - Jing-Shou-Shang Zi
corporate No. 09601080210
bonds
Shares
transferred 07/23/2007
07/2007| 10 [140,000|1,400,000| 84,242 | 842,421 | 56,371 from - Jing-Shou-Shang Zi
corporate No. 09601175210
bonds
Eamings _ 08/24/2007 _
08/2007| 10 {140,000|1,400,000| 95,469 | 954,691 (112,270 transfor - Jing-Shou-Shang Zi
No. 09601206420
Earnings . 08/282008 .
08/2008| 10 {140,000|1,400,000/106,868(1,068,680|113,988 transfor - Jing-Shou-Shang Zi
No. 09701219390
Stock Option . 10/21/2008 .
10/2008, 10 |140,000(1,400,000|107,056|1,070,565| 1,885 transfer - Jing-Shou-Shang Zi
No. 09701266600
) 08/26/2009
Cash capital . .
08/2009| 21 |200,000{2,000,000|117,056/|1,170,564|100,000 increase - Jing-Shou-Shang Zi
No. 09801191340
Eamings _ 09/11/2009 _
09/2009| 10 |(200,000{2,000,000|126,584(1,265,840| 95,275 transfor - Jing-Shou-Shang Zi
No. 09801205940
Stock Option . 10/30/2009 .
10/2009| 10 |200,000(2,000,000|126,671(1,266,717| 877 transfer - Jing-Shou-Shang Zi
No. 09801249110
Stock Option . 01/19/2010 .
01/2010{ 10 |{200,000|2,000,000(127,577(1,275,577| 8,860 transfer - Jing-Shou-Shang Zi
No. 09901011840
Stock Option . 04/16/2010 .
04/2010| 10 {200,000|2,000,000(127,694/1,276,947| 1,370 transfer - Jing-Shou-Shang Zi
No. 09901076220
Earnings _ 09/03/2010 _
09/2010| 10 |[300,000|3,000,000(131,551|1,315,519| 38,571 transfor - Jing-Shou-Shang Zi
No. 09901203020
cB 11/01/2010
11/2010| 21.1 |300,000|3,000,000{133,921|1,339,216| 23,696 transfer - Jing-Shou-Shang Zi
No. 09901244520
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Approved Paid-in Remarks
capitalization capitalization Capital sources Use of
wort | 550 i
ear Others
y ($) |Shares| Amount | Shares| Amount |Amount| Source |to pay for
the
shares
Stock Option 01/25/2011
01/2011| 10 |300,000(3,000,000{134,060|1,340,604| 1,388 transf?ar - Jing-Shou-Shang Zi
No. 10001017040
CB
211 transfer 04/21/2011
04/2011 1(') 300,000(3,000,000|139,370(1,393,699| 53,096| and Stock - Jing-Shou-Shang Zi
Option No. 10001080020
transfer
CB 07/28/2011
07/2011| 21.1 |300,000(3,000,000({144,109|1,441,093| 47,393 transfer - Jing-Shou-Shang Zi
No. 10001173710
CB
211 transfer 08/26/2011
08/2011 1(') 300,000(3,000,000|152,569|1,525,685| 84,592 and - Jing-Shou-Shang Zi
Earnings No. 10001199400
transfer
Unit: share
Type of Authorized Shares y
Shares i i Roemar S
Outstanding shares Un-issued shares Total
Common .
152,568,507 147,431,493 300,000,000 Listed shares
stock 135,566,289
(2) Status of shareholders
April 14, 2012
Status of Foreian
shareholders . . Other Domestic |. ... .. 9
Government Financial LT institutional &
. . institutional Natural Total
agencies institutions . Natural
investors Persons
, Persons
Q'ty
Number of 3 16 25 9,597 70 9,711
shareholders
Shareholding 4,070,682| 24,669,739| 31,774,176| 70,911,400 21,142,510 152,568,507
Shareholding ratio 2.66% 16.17% 20.83% 46.48% 13.86% 100.00%
(3) Status of Shareholding Distributed
Face value per share: $10 April 14, 2012
e Number of . ; i0(0
Classification shareholder Shareholding Shareholding Ratio(%)
1-999 3,347 648,567 0.43
1000-5,000 3,905 8,351,283 5.47
5,001-10,000 1,105 7,531,429 4.94
10,001-15,000 489 5,632,818 3.69
15,001-20,000 217 3,767,819 2.47
20,001-30,000 236 5,654,720 3.71
30,001-40,000 109 3,674,545 2.41
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40,001-50,000 62 2,809,477 1.84
50,001-100,000 129 8,936,350 5.86
100,001-200,000 47 6,454,466 4.23
200,001-400,000 17 4,663,466 3.06
400,001-600,000 9 4,415,817 2.89
600,001-800,000 11 7,877,384 5.16
800,001-1000,000 0 0 0.00
1000,001 '] - 28 82,150,366 53.84
Total 9,711 152,568,507 100.00
(4) Roster of Major shareholders:
April 14, 2012
Shareholding
Shareholder’s Name Shareholding Shareholding ratio
Account of Cathay Greater China Fund 6,500,295 4.26%
TLC Capital Co., Ltd. 6,192,733 4.06%
Contracted Customer Investment Account of KGI
Asia under the trusteeship of Standard Chartered 5,755,787 3.77%
Bank.
China Development Industrial Bank 5,333,478 3.50%
Lin Xu-ting 5,330,231 3.49%
Foxconn Advanced Technology, Inc. 4,858,907 3.19%
ASUSPOWER Investment Co., LTD. 4,857,345 3.18%
UMC Capital Corporation 4,741,455 3.11%
Lin Liu-ze 3,814,950 2.50%
Investment account of Yuanta Securities (Hong o
Kong) commissioned to HSBC 3,454,054 2.26%

(5) Market price, net value, earnings, dividend per share and related information in the recent two years. .

Unit: NT$/share

Year
As of Mar.
2010 2011 31,2012
Item
Market price Highest 36.00 36.10 23.10
per share Lowest 24.60 16.60 18.15
Average 28.77 26.09 21.15
NAV Pre-distribution 23.00 24.55 24.41(notel)
Post-distribution 20.57 (note2) -
Weighted average shares 135,574,000 146,559,000 152,569,000
EPS EPS (pre-adjustment) 2.09 2.07 0.30(notel)
(post-adjustment) 2.03 (note2) -
DPS Cash dividend 0.749 (note2) -
_ Stock dividend from 0.249 (note2) B
Scrip| retained earnings
issue| Stock dividend from ) ) ~
capital reserve
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Accumulated dividends having
yet to be paid

Analysis of ROI

P/E 14.17 (note2) -
Dividend ratio 28.83 (note?) -
Cash dividend yield 2.60% (note2) -

Note 1

: The NAV and EPS shown above are the data certified by the CPA as of the 1* quarter of 2012.

Note 2: Subject to the approval of the annual shareholders meeting.

(6) Execution of Dividend Policy

a. Given the fact that the company is in its growing period and taking its future
development, financial structure and shareholders’ equity into account, the
company has concurrently released stock and cash dividends, in which the cash
dividend shall not be lower than 10% of the total shareholder bonus released in
the current year.

b. The dividends planned to be distributed this year are as below: (the proposal has been passed by
the board of directors, and planned to be submitted to the shareholders’ meeting for discussion)
As passed in the board meeting on March 26, 2012 for 2011 earnings distribution, the company
plans to distribute the stock dividend at $0.2680 per share and cash dividend at $0.7237 per
share. (It is planned to request shareholders to authorize the board of directors to adjust the
ensuing change to be caused by the change in shareholder’s stock dividend/cash dividend rate
resulting from the outstanding shares which are influenced by the change of capitalization).

(7) Impact of the proposed stock dividend in shareholders meeting on business performances and EPS:

(8)

Not Applicable
Note: The Company did not have financial forecast proposed up to the date of the annual report
printed.

Employee bonuses and remuneration of directors and supervisors

a. The ratio or range of employee bonuses and remuneration of directors and supervisors stated in
the corporate constitution:
When allocating the net profits for each fiscal year, according to the following sequence:
(1) pay all taxes.
(2) offset its losses in previous years.
(3) set aside a legal reserve at 10%of the profit left over.
(4) set aside or return the special reserve which could be appropriated according.
(5) Remuneration of directors and supervisors shall be no more than 3%.
(6) Employees’ bonus to employees in respect of a specified amount to the four remaining after

the number, in the range of 1%to 25%.
(7) after deducting the above, and with previous years accumulated undistributed surplus earnings
distribution prepared by the Board of Directors, will be reported to shareholders.

The employees’ dividend of distribution shell be stock or cash. The new stock provide by the
shareholder meeting preceding on the Last Trade price and considered that eliminate influence of
the rest, and above mentioned to count the shares.
Because the company is still in its growth stage, such as the transport business
development plan in the Future, financial plan, shareholders interest, The dividend policy of stock
dividend and cash dividend, The cash dividend is not lower than 10% of when the year provides
the shareholder dividend assignment total amount.

b. Information of the employee bonus and director/supervisor remuneration passed by the board of
directors:

1) The amounts of the employee cash bonus, stock bonus and director/supervisor
remuneration planned to be distributed are as below:
As approved by the board of directors on March 26, 2012, it is expected to distribute
$40,892,593 of employee cash bonuses and $8,178,519 of director/supervisor
remuneration for 2011.

2) The shares of employee stock bonuses planned to be distributed and their ratio to the
increased capital from earnings transfer: N/A

3) Recounted EPS after recommended distribution of dividend to employees and
remuneration to directors and superiors is NT$2.07.
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c. The actual distributions of dividend to employees and remuneration to directors and supervisors
with retained in 2009:

Resolved in Resolved by
shareholders board of Difference
meeting directors
Distribution status:
Employee cash bonus 37,199,000 37,199,000 -
Employee stock bonus
Shares - - -
Amount - - -
Ratio to the outstanding
shares at the end of 2009 i i -
Director/supervisor remuneration $7,440,000 $7,440,000 -
Information of EPS
Original EPS $2.09 $2.09 -
EPS taking bonuses and
remuneration into account $2.09 $2.09 -

(9) Treasury stock: N/A

Corporate bonds: see page 116~119 for information regarding private placement securities
Preferred stock: N/A

ADR/GDR: N/A
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5. Employee stock option certificates :
(1) The handling status as of the annual report publication date, and the influence on shareholders’

equity:

April 30, 2012

Cat. of employee
stock option

1* time (phase)
Employee stock option

2" time (phase)
Employee stock option

3" time (phase)
Employee stock option

certificates certificate certificate certificate
Date approved by
the competent Mar. 29, 2006 Dec. 13, 2007 Sep. 19,2011
authority
Issue date Apr. 7, 2006 Dec. 18, 2007 Sep. 26,2011
Issued units 5,520 5,000 3,500
Ratio of the
shares eligible for
subscription to 3.62% 3.28% 2.29%
total issued
shares
subssgﬁretion For Apr. 07, 2006 through | For Dec. 18, 2007 through | For Sep. 19,2011 through
perig’ g Apr. 07, 2011 Dec. 18, 2012 Sep. 26,2011

Fulfillment method

The common stock newly issued by the company

Restriction on
subscription and
ratio (%)

Two years of seniority: 50%; Three years of seniority: 75% ; Four years of seniority : 100%

Shares acquired

2,008,250

Amount of
executed
subscription
shares

58,077,545

Unexecuted
subscription
shares

3,196,750

3,500,000

The unexecuted
subscription share
price

27.86

44.29

20.70

The ratio of the
unexecuted
subscription

shares to total

issued shares (%)

0%

2.10%

2.29%

Influence on
shareholders’
equity

The issue of employee stock option certificates may create common interests between the
Furthermore, the issued shares have only very trivial

company and its shareholders.

impact on equity dilution, so no significant influence will be made on shareholders’ equity
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(2) Acquisition and subscription status of the managers acquired the employee stock option certificates,
and the employees who acquired top 10 employee stock options, in which the subscription amount is
more than NT$30 million as of the annual report publication date:

April 30, 2012
Ratio Executed Not yet to be executed

of Ratio of Ratio of
Acqui|acquir Execu Amoun the Amount | UNEXec

red ed ted Execut |t of execut Unexe Unexec of uted
subsc subscr subsc |ed execut ed cuted uted unexec subscri

Title Name |riptio |iption |77 " . subscri subscri ption

riptio |subscri|ed . subscr . uted
n |shares tion |subscri ption iption ption subscri shares
share to bt . shares |'P share X to total
share |price |[ption shares . ption |.

s total shares to total price | o\ ores issued
issued issued shares
shares shares

CEO Lin Xu-ting
<
Q
3 |Preside | Wang
g nt Jia-hong | 1,460 | 0.96% | 135 | 29.00 | 3,915 | 0.09% 0 - 0 0
) 150 | 27.86 | 4,179 | 0.10%
e 1,130 | 0.74% - - - 1,130 | 44.29 | 50,048 | 0.74%
@ |Plant Huang ' 0 i ’ 0
¢ |Director | Yin-ming 510 | 0.33% - - - 510 20.70 | 10,557 | 0.33%
3
D
= |[R&D Chen

Director |Zhao-yang

6. Merger and acquisition (including merger, acquisition, and split): N/A

7. Fund implementation plan:

(1) Plan of issuing domestic first unsecured convertible corporate bond offered by private placement in
2009 (first time in 2009)
a. Content

1) Date and file No. approved by the competent authority: the Company entered this unsecured
convertible corporate bond offered by private placement related information to the Market
Observation Post System. Please see pages 116-119 of the annual report for related
information.

2) The total amount required: NT$200 million

3) Source of funds: issuance of domestic first unsecured convertible corporate bond offered by
private placement of NT$200 million

4) Plan items and applications

Purpose: repayment of bank loan
Items and expected progress:

Unit: NT$1,000

Item Expected Date of | Funds Required Expected Progress
Completion 201001 | 201002 | 201003
Repayment of 2010 Q3 200,000 100,000 17,500 82,500
bank loan
Total 200,000 100,000 117,500 200,000
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5) Evaluation for expected benefit of capital increment
Repayment of bank loan:

Unit: NT$1,000

Bank Interest Period Purpose of Loan Repayment |Interest Saving
Rate (%) Amount for 2010
Syndicated loan from 1.4 2008/8/25~ Operating capital 130,000
Industrial Bank of Taiwan 2011/8/25
Taiwan Cooperative Bank 2.2 2004/5/27~ Purchasing 17,500 2,120
2014/9/24 machine
China Development 1.7 2005/12/28~ Purchasing 52,500
Industrial Bank 2012/4/27 machine
Total 200,000

b. Implementation status: fund application and plan implementation

Unit: NT$1,000

Iltem

Implementation Status

Date

Repayment of bank
loan

Expenditure Amount |Actual 200,000 Expected to be completed by
Expected 200,000 Sept 30, 2010
Progress (%) Actual 100.00% Actual completion date has
Expected 100.00% been completed in accordance
with implementation of the plan

The total amount raised in this convertible bond was NT$200 million, which was completely collected on
September 13, 2009 and implementation has been completed according to schedule. The company entered
this capital increment related information to the Market Observation Post System in accordance with
regulations and disclosed related information in the 2010 annual report.

c. Benefit analysis after implementation
The amount raised by this convertible bond was a total of NT$200 million and implementation has been
completed according to schedule.

(2) Plan of issuing domestic second unsecured convertible corporate bond offered by private placement in
2010 (second time in 2010)

a. Content

1) Date and file No. approved by the competent authority: the Company entered this unsecured
convertible corporate bond offered by private placement related information to the Market
Observation Post System on April 30, 2009. Please see pages 116-119 of the annual report for
related information.

2) The total amount required: NT$150 million

3) Source of funds: issuance of domestic first unsecured convertible corporate bond offered by

private placement for NT$200 million

4) Plan items and applications

Purpose: repayment of bank loan
Items and expected progress:

Unit: NT$1,000

Item Expected Date of | Funds Required Expected Progress
Completion 2010 Q2| 2010Q3]| 2010Q4| 2011 Q1] 2011 Q2
Repayment of 2011 Q2 150,000 25,500 25,500 43,100 43,100 12,800
bank loan
Total 150,000 25,500 51,000 94,100[ 137,200] 150,000
5) Evaluation of expected benefit of capital increment
Repayment of bank loan:
Unit: NT$1,000
Bank Interest Period Purpose of Loan Repayment |Interest Saving
Rate (%) Amount for 2011
Taiwan Cooperative Bank 21 2007/4/20~ Purchasing 114,800
2014/9/24 machine
China Development 1.7 2005/4/27~ Purchasing 35,200 1,980
Industrial Bank 2012/4/27 machine
Total 150,000
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b. Implementation status: fund application and plan implementation

Unit: NT$1,000

Item

Implementation Status

Date

Repayment of bank
loan

Expenditure Amount |Actual 150,000 Expected to be completed by
Expected 150,000 Jun. 30, 2011

Progress (%) Actual 100.00% Actual completion date has
Expected 100.00% been completed in accordance

with implementation of the plan

The total amount raised in this convertible bond was NT$150 million, which was completely collected on May
6, 2010 and implementation has been completed according to schedule. The company entered this capital
increment related information to the Market Observation Post System in accordance with regulations and
disclosed related information in the 2011 annual report.

c. Benefit analysis after implementation
The amount raised by this convertible bond was a total of NT$150 million and implementation has been
completed according to schedule.
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V. Overview of business operation
1. Principal activities
(1) Scope of Business
(1. Major Business the Company has Engaged
i. Manufacture and sales of micro-drill bits exclusively for printed circuit boards
ii. Manufacture and sales of digital drilling machines exclusively for printed circuit boards
ii. Manufacture and sales of the peripheral facilities for the process of printed circuit boards

v. General export/import trading and agency businesses

(2. Major products and their ratios in the company’s total businesses

Unit: NT$1,000

. 2010 2011
Business
items Amount % in revenue Amount % in revenue
of sales of sales

Drill bit 904,775 74.66 775,361 72.75

Router bit 73,528 6.07 73,684 6.91

Others 233,460 19.27 216,740 20.34

Total 1,211,763 100.00 1,065,785 100.00

(®. Major Products of the Company

Product Specification
Micro size Below 0.25mm
Drill bit
Mini size 0.30mm~0.45mm
Micro size 0.50 mm~0.75mm
Router bit Mini size 0.80mm~3.175mm
Large size Over 3.175mm

@®. New Products under Development
i. Development of micro drills continuously
ii. Development of micro routers continuously
iii. Development of high aspect ratio drills and longer lifetime cutting tools
(2) Industry Overview
@. Industry Status and Development
Drills are one of critical material used in PCB manufacturing process. PCB is applied to
general electronic products. According to Prismark survey, CAAGR from 2010 to 2015 of PCs,
cell phones and consumer products are 8.6%, 6.7% and 4% respectively. Prismark also
estimates global PCB production value at US$59 billion in 2012, up 4.7% over the previous
year. CAAGR from 2010 to 2015 of global PCB production value is 6.6%.
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Global PCB Production Value

80,000 - 27.3% 72,132 - 30%
60,000 - [ 20%
- 10%

40,000 -

- 0%

20,000 -+
! - -10%
S T -20%

2009 2010 2011 2012(f) 2015(f)
B Production Value(USS million) —l—- Growth Rate(%)

Data source : Prismark(2011/11), compiled by the company

China has taken the lead to have 45.6% share among PCB production countries in 2011. Its
production value is US22.9 billion in 2011. As estimated, the CAAGR of PCB production
value in China is 10.7% from 2010 to 2015. Current production are mainly low-end products
(e.g. traditional PCBs), but the percentage of mid-to-high end products (e.g. HDI and IC
substrate) will gradually increase in China. Production value in Japan is US9.5 billion in 2011
and account for 18.9% of global PCB production value. The 5-year CAAGR of PCB
production value in Japan since 2010 would be -1.5%. High-end HDI, IC substrates, and
flexible boards are produced domestically in Japan, and the rest products are moving to the
production base in South-East Asia. Taiwan takes 14.6% of global production value in 2011
with US7.3 billion. PCB manufacturers in Taiwan are approaching higher HDI technology
level, higher layer, and substrates. The CAAGR of PCB production value in Taiwan is
estimated to be 6.2% from 2010 to 2015.

2011 Major PCB Production Region 2015 Major PCB Production Region

others,7.4%
Europe,3.1% \l

= =

Data source : Prismark(2010/12), compiled by the company

Micro-size drills are mainly applied to IC substrates. IC substrates are carriers for ICs of all
kinds of electronic products. According to Prismark, the global production value of IC
substrates in 2011 was US$8.7 billion representing an annual growth of 7.3%. As estimated,
IC substrates production value would reach US$9.2 billion in 2012, up 6.2% over the
previous year. The CAAGR of IC substrates production value would be 6.7% from 2010 to
2015. FC CSP will grow most with 31.8% of 5-year CAAGR.
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Global IC Substrate Production Value
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Looking forward to 2012, while new products/models launch to market (e.g. tablet, smart
phone), more substrates and higher layers was applied in new product design. Moreover,
“thinner and smaller” electronic products stimulate WB substrates being replaced by FC
substrates. These all drive the growth of IC substrate industry as well as micro-size drills.

2. Correlations among Upstream, Midstream and Downstream Industries

Upstream Midstream Downstream
Tungsten ——> | Drills —> PCB
carbide manufacturers

3. Product Development
i. The market has continued rolling out “thinner and smaller” products, which has made the
twin-high (high function and high speed) the mainstream. At the same time, the industry has
also continued to develop products with high frequency, high speed and multiple 1O chips. As
a result, the design of PCB has to be developed towards the attributes of high hole density,
finer line width/space, and multiple electrical components. Hence, the demand for drilling
quality has become more critical.
ii. Chipsets, memaories or cell phones are major applications of high-end substrates. The major
trend is toward smaller size and more units. It will increase the demand of micro-size drills.
iii. Due to increasing worldwide consciousness of green environmental protection, higher
norms (e.g. Halogen-Free, Lead-Free and High Tg, etc.) for PCB materials will be imposed.
Under such circumstances, it is imperative for the company to take measures as early as
possible to counter the change in materials, so our drilling quality can comply with the future
market demand.

@. Competition Status

In the early days, Japan and Europe manufacturers were the mainstay of global drill
production. However, in the face of new electronic products that keep rolling out in recent
years, those electronic giants could no longer sustain intense price competition, so the
production has gradually been moved to Asian area. Drills are indispensable materials in the
overall electronic supply chain, so they have also shown some change in competition. Led by
Union Tool, Japan-based drill production is still taking up the highest global market share. On
the other hand, as strangled by the problems of cost and technology, Europe drill
manufacturers have gradually lost their market share to Taiwan drill manufacturers. Currently,
the market share taken by Taiwan drill manufacturers has continued to grow.

There is difference for the drills being applied to general PCB and IC substrates in terms of
the hole diameter and technology level. The manufacturers in Taiwan and China have mainly
produced the mini sizes (more than 0.30 mm) for traditional PCBs. Since there are too many
competitors in this sector, it results in severe price competition. On the other hand, Japanese
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drill manufacturers have mainly produced micro sizes (lower than 0.25 mm) for HDIs and IC
substrates. The company has also mainly produced drills with sizes lower than 0.25 mm.
Except for Japanese manufacturers, the company currently has the highest micro-drill output
in the world.

(3) Technology and R&D Overview
(. R&D personnel and their education as well as work experience

April 30, 2012
Item PhD / University Senior high Total Service
Education| Masters graduates school seniority
No. of personnel 1 9 1 11 7.33
Ratio 9.09% 81.82% 9.09% 100%
. Amounts invested in annual R&D in the recent five years
Unit: NT$1,000
Item 2007 2008 2009 2010 2011
year
R&D expense 36,517 39,521 22,584 32,972 32,988
Sales revenue 1,545,089 1,161,163 915,801 1,211,763 1,065,785
Ratio 2% 3% 2% 3% 3%
(3. The products and technology successfully developed
2005 Development and mass production of 2mm shank drills

Development and mass production of 2 blade router type of BOC routing.

2006 Development and trial production of 0.05mm drills.

2007 Development and trial productio_n of composite me shank dri!ls. '
Development and mass production of new generation composite material.

2008 Development and mass production of composite 2mm shank drills.

Development and trial production of 0.03mm drills.
2009 Development and trial production of high aspect ratio drills.

Mass and trial production of high aspect ratio drills(0.15mm~0.2mm~0.25mm)
2010 . . ) S
Development production of Second-generation high aspect ratio drills.
Mass and trial production of Second-generation high aspect ratio drills.
Special type of soft board drills performance improvement.

2011

@. Long and Short-term Business Development Plans
i. Short-term Plan
a. Marketing Strategy

» Continuously increase market share from tier-1 clients in China and Taiwan.

» Profoundly develop the Japan, European and US market.

» Build up comprehensive customer service and technology supporting system,
to provide integrated resolutions according to clients demand in a timely
basis.

b. Production Strategy

» To keep the production across the straits flexible and agile considering lowest
cost and gaining optimal production and sales benefits.
» To execute various projects to enhance output performance, improve

production yield, and control every item of production cost.
c. R&D Strategy
» To develop drills with higher aspect ratio and longer lifetime in order to form
higher entry barrier.
» To develop drills applicable to the use of green laminate material and grasp the
trend of technology development.

ii. Long-term Plan
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a. Continue to devote its efforts to pursue the balance of the markets (Taiwan, China,
Japan, Korea, Europe and US) and the applications (Computer, Communication
and Consumer products) and being the leading drill manufacturer of the world.

b. Continue to develop and promote high value-added cutting tools.

c. Continue to seek any opportunity of strategic alliances to enforce the company’s
competitive capacity.

2. Market analysis and the condition of sale and production
(1) Market Analysis
(1. Sales Breakdown by Region
Unit: NT$1,000

_ 2010 2011
Region
Year Amount % in revenue Amount % in revenue
of sales of sales

Domestic sales 707,234 58.36 522,988 49.07

China 310,636 25.64 322,100 30.22

Korea 173,399 14.31 193,016 18.11

i’;’fgg” Japan 20,283 1.67 27,350 257

Others 211 0.02 331 0.03

Sub-total| 504,529 41.64 542,797 50.93

Total 1,211,763 100.00 1,065,785 100.00

(2. Market Share
According to the company’s estimation, the company’s global market share was around 22%
according to its monthly sales volume is 18 million pieces in the same period. In terms of
market share, the company is the 2™ largest drill manufacturer throughout the world.

(. The Status of Future Market Demand and Supply and its Growth

i. Demand Side
With the trend of electronic products being thinner and smaller with multi-function, circuit
layout miniaturization has naturally turned out to be a related trend. Thus, the growth of the
annual demand for drills is equivalent to (the growth rate of PCB/IC substrates) X (the growth
rate of layout density). As estimated by Prismark, the compound growth rate of global IC
substrates for 2010 through 2015 would be about 6.7%. By multiplying it with the growth rate
of layout density, the annual growth rate of drill demand is estimated to be around 10%.

ii. Supply Side
Total monthly capacity of top three drill suppliers which take over 70% of global shares is
around 76 million pieces in the end of 2011. In 2011, there is no capacity expansion plan
among drill manufacturers. It will be helpful for the balance of demand and supply situation
when the market demand recover.

@. Competition Niche and Advantages/Disadvantages for the Future Development and Solutions

SWOT Analysis

Strength Weakness

1. Key technologies for micro-drill: the
company accurately follows the
development trend of IC substrates to

Influence of the condition of electronic
supply chain and dependence on PCB
cutting tool sales.

become the only local manufacturer 2. High proportion of sales is from Taiwan,
capable of giving mass production of China and Korea. Now the company is
0.075mm products. Its technology level strengthening its business in the rest of
is at the same level with Japanese overseas markets.

suppliers. 3. Main raw material of the company’'s

2. Good cost control ability: The company
perfects its processing management

products is
company’s

tungsten carbide. The
bargaining  power is
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Strength

Weakness

system, uses automatic processing
technology, accumulates its micro-drill
mass production scale, enhances cost
control efficiency and utilizes the edge of
material cost to present its
competitiveness.

Comprehensive customer base: Given
that the existing clients are worldwide
well-known manufacturers and the
orders placed by them are very stable,
the company will continue to develop
new clients in the markets of Taiwan and
China.

relatively weak because of its
characteristic of rareness.

Opportunity

Threat

New generation of electronic products
and technology, like smart phones and
high-end substrates, will increase the
demands of extra-micro drills.

New clients development in the Japan,

Severe price competition for the low-end
products in the industry is likely to result
in vicious competition in the market.

In the event of huge and drastic hike of
raw material, the company’s cost will be

Europe, and US market will bring sales affected.
and profit to the company.
3. Integration service platform will benefit

company’s sales and profit.

Solutions

1. To strengthen the company’s global marketing and distribution deployment to develop
tier 1 clients in Japan, Europe and US market.

2. To expedite R&D and give mass production of the drills with high aspect ratio. In order to
use the high performance drills, more precision mass production technology shall be
equipped. Thus, the manufacturers using our advanced drills can be more competitive
than their rivals in the industry because it requires a higher threshold to have their
competitors simulate the required skills.

3. To strengthen process management capability, enhance the yield rate and effectively
reduce the production cost.

4. To develop new type of raw material, and further reduce the company’s material cost.

(2) Major Applications and Production Process of the Main Products
(1. Major Applications of the Main Products

ltem Major Functions Major Applications
Drils | Used to open through-holes for interlayer Computer : PC notebook, server
of IC substrate, HDI, traditional PCB and | Communication: cell phones, PDA
FPC Consumer: TV, digital camera, game
: _ console, DVD, set-top box
Routers Used to cut printed circuit board

2. Production process

Carbide  ®= | 5hankRoughGrinding | *  5hank Finish Grinding B Chamfering and Pre-pointing

Rough Grinding Pre-Finish Grinding Finish Grinding
\Crill Body) {Onll Body) {Girill Bady}
Rough / Finish Grinding
(Tirill Bady)
B | Fleting /Pointing | ® | Finished Goods

(3. Supply Status of Major Materials
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The major material of the company’s products is tungsten carbide. Its material features and
quality stability are the major concern of the company in purchase. The company has established
good relationship with its suppliers, hence the supply has kept normal and stable.

Major material Suppliers Supply status

Japan-based Mitsubishi

Tungsten carbide Good
Japan-based Sumitomo
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(®. Major Customers with over 10%net sales and Suppliers with over 10% total purchases of the last two fiscal years:
a. Material supplier list

Unit: NT$1,000

2010 2011 2012 Q1
Name Amount Ratio to . . Ratio to . . Name Amount Ratio to | Relationship
Relationship Relationship .
annual net : annual net . annual net with the
with the Name Amount with the .
purchase issuer purchase issuer purchase issuer
amount (%) amount (%) amount (%)
A 193,012 44.84 None A 218,749 51.47 None A 217,667 47.89 None
B 60,524 14.06 None C 53,961 12.70 None D 7,719 13.36 None
C 57,794 13.43 None None None None None None None None None
Other 119,148 27.68 Other 152,326 35.83 Other 22,386 38.75
Purchase Purchase Purchase
Amount- 430,478 100 Amount- 425,036 100 Amount- 57,772 100.00
Net Net Net
Explanation for reason for increase or decrease: Mainly sales decrease of 12% of 2011 years, resulting in decreased purchase.
b. List of major clients
Unit: NT$1,000
2010 2011 2012 Q1
Name Amount Ratio to | Relationship Name Amount Ratio to | Relationship Name Amount Ratio to | Relationship
annual net with the annual net with the annual net with the
purchase issuer purchase issuer purchase issuer
amount (%) amount (%) amount (%)
A 310,636 25.63 subsidiary A 184,225 17.29 subsidiary A 21,234 10.27 subsidiary
B 338,595 27.94 None B 217,811 20.44 None B 48,371 23.40 None
C 154,692 12.77 None C 184,269 17.29 None C 53,939 26.09 None
None None None None D 109,714 10.29 None None None None None
Other 407,840 33.66 Other 369,766 34.69 Other 83,167 40.24
Sales Sales Sales
Amount- 1,211,763 100 Amount- 1,065,785 100 Amount- 206,711 100
Net Net Net

Explanation for reason for increase or decrease: Mainly to decrease sales to subsidiaries.
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(5. Output values in the recent two years
Unit: NT$1,000/1,000pcs.

Year/output value 2010 2011
Producpon Output Output Producpon Output Output
, capacity value capacity value
Major products
Precision drills 76,106 83,066 533,995 99,770 78,200 537,566
Precision milling cutters 5,797 5,482 45,144 5,853 6,077 55,764
Total 81,903 88,548 579,139 105,623 84,277 593,330
(®. Sales turnovers in the recent two years
Unit: NT$1,000/1,000 pcs
Year/sales 2010 2011
turnover
Domestic sales Export sales Domestic sales Export sales
Major products volume value [ Volume | Value |Volume | Value |Volume | value
Precision drills 59,293 639,999| 24,327 274,854 44,790 430,122| 30,837 344,951
Prec'i‘StTeT""”g 4,691 68,717| 4,110 11,186 4,551 71,246 223 2,961
Others 101 3,073 5,350 213,933 159| 21,719| 5,335 194,787
Total 64,085 711,789| 33,787| 499,973| 49,500( 523,087| 36,395 542,699
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3. Status of employees:

Year 2010 2011 April 30,2012
Indirect 95 132 158
Number of Direct 173 142 147
employees Total 268 274 305
Average age 32.8 33.8 33.5
Average service years 3.92 4.54 4.32
PhD 0.00% 0.36% 0.33%
Master 2.00% 2.91% 2.62%
Education College 45.00% 42.90% 42.30%
distribution | Senior high school 50.00% 48.74% 50.16%
ratio graduate
senior high school 3% 5.09% 4.59%
and Below

4. Expenditure on Environmental Protection:

(1) To elaborate on the amount the company spent on loss (including compensation) and punishment

caused by environmental pollution for the recent two years and the current year as of the annual
report publication date, and disclose the counter measures (including improvement measures) and
possible disbursements (covering the estimated amounts of possible losses, punishments and
compensation caused by not taking counter measures. If the amounts can not be appropriately
estimated, please state why): N/A

(2) Influence of RoHS :

As confirmed by the Industrial Development Bureau of Ministry of Economic Affairs as per doc.
Guang-Dian-Zi no. 09500240130 dated March 29, 2006, the company is free from the restriction of
RoHS requested by EU for hazardous substances.

5. Employee / Employer relation:

(1) Working environment and personal safety

The Company deeply believes that “sustainable development” is the challenging goal encountered by
businesses in the 21% century: we will never forget to exercise social responsibilities while pursuing
growth. In addition to continuously enhancing production technology and product quality, we also
actively establish an environmental management system and safety and health management system,
establish social environmental responsibilities and safety and health policies and exercise
responsibilities of good social citizens. We are not only devoted to environmental protection, but also
establish a safe healthy and comfortable working environment. For standards and compliance rules
regarding environmental protection, safety health policies, we commit to following the following
execution guidelines:

B Comply with various environmental regulations — comply and satisfy environmental
protection, labor safety and health regulations and other requirements promulgated by
the government, respond to global green environment, labor rights and zero disaster
exercise.

B Constant environmental improvement — keep the environmental management system in
constant operation, meanwhile being devoted to current environment improvement to
enhance overall performance.

B Ongoing waste reduction — reduce the creation of waste and reduce the waste volume
created via recycle classification as much as possible

B Ongoing pollution prevention - launch overall planning via stream thinking to reduce the
possibility of gerneation pollution
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B Respect of life — safety is my responsibility, superiors in various degrees and all
employees including OEM companies, contractors, suppliers, part-time students,
contracted employees, temporary employees and outsourcing personnel shall comply
with the governmental regulations and various work safety and environmental protection
resolutions. In particular, superiors in different levels shall set a good example with their
own conduct and execute good supervision.

B Risk management — identify risks and by danger assessment and risk evaluation and
control the risk according to risk levels. Meanwhile, carry out safety and health
self-management and establish an occupational safety and health management system
(OHSAS 18001)

B Pollution Prevention - source management, carry out water reduction, energy saving,
reuse, cleaning process, cost reduction, reduction impact to ecological environment and
establishment of environmental management system (ISO 14001)

B Ongoing improvement — environmental protection popularization, safety and health
training, environmental safety conscious reinforcement, environmental system and
regulations implementation, systematic management, ongoing improvement, quality
environmental protection construction, safe and healthy working place.

B Carry out health management and promote employees’ physical and mental health

(2) Assessment of employees’ behavioral ethics

The company has established “standards of conduct” as standards for compliance by directors,

supervisors, managers and employees

® Avoid conflict of interest: taking overall Company interest into consideration without

intention to gain improper interest for themselves, spouse, parents, children or relative
within the third-degree of kinship or impair the Company’s interest

(ii) Avoid chance to make money for one’s own: avoid opportunities to make money for
one’s own by using Company property, information and or taking advantage of duties.

(iii) Confidentiality: information regarding the Company itself or it businesses, unless it is
publicized under authorization or legal regulations, shall be kept confidential

(iv) Fair trade: treat the Company’s customers, suppliers and competitors as fair as
possible

(V) Protect and properly use the Company’s assets: protect the Company’s assets to
ensure that they can be efficiently and legally used for public affairs.

(vi) Comply with laws and regulations: comply with all applicable regulations, rules and

laws of the Company

(vii) Encourage reporting of any illegal conduct or conduct violating ethical behavior
standards.

(viii)  Punishment: the Company shall investigate the responsibilities of any person that
neglects his/her duties according to the violation condition and take appropriate legal
actions.

(3) Employees’ welfare

To value employees and take good care of them, the Company has established an employee
recreation area, and offered extra life and medical insurance to protect employees, in which the
field personnel shall have accident insurance with a higher insurance amount.

There is an employee welfare committee organized to plan a variety of employee welfare matters.
In addition to employee travel and various recreational activities, there are also subsidies for
marriage, giving birth and education, solicitation money and gifts to three major holidays,
birthdays, etc. provided.
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(4) Employee advanced studies and training

Various training courses were implemented under the plan referring to “implementation and
management procedures of educational training”, which allowed all employees to be capable of
undertaking work. To ensure the efficiency of training, the training system is divided into:
internal and external training courses and accreditation appraisal. The Company not only holds
training courses for new comer and on service personnel, but also actively cultivates internal
lecturers as well as a training system and advanced employee studies for the expectation to
cultivate internal talents in different fields, enhance personnel quality and to achieve the goal of
speed talent training, skill improvement and experience inheritance.

There were a total of 156 classes of various training courses held in 2011. The total curriculum
hours were 4,022 hours with 1,437 employees participating and the total educational training
expenditure was NT$129,989 dollars.

Category Class Hours Persons
Specialization training 90 1,042 344
Management training 38 1,526 603
New comer training 5 393.5 68
Computer skill training 10 599.5 211
Labor safety and health
training 13 461 211

Total 156 4,022 1,437

The best learning environment for all employees, the Company into diverse learning platform, in
addition to the physical classroom, and build group video curriculum, and develop a knowledge
management system and online teaching system, and motivating employees to the various
learning activities.

(5) Retirement system
The Company follows Chapter 6 of the Labor Standard Law to implement employee retirement
related affairs and contribute employee pension reserves as regulated in the old system and
labor pension as required in the new system monthly pursuant to regulations. The Company
has not yet ended December 31, 2011 to retirement-eligible, for retirement applications.

(6) Labor relationship
The Company has emphasized employee welfare and interest since its establishment, and the
labor relation is very cohesive. The Company holds labor meetings periodically and provides
employee proposal and opinion boxes for employees to respond to problems and constitute
good interaction. It is expected to establish a cohesive relationship between labor and capital.

(7) As of the printing date of the annual report, the losses suffered and possible estimate amount in
the future arising from disputes between labor and capital and correspondent actions. If it is
unable to make a reasonable estimate, please explain the fact that cannot be reasonably
estimated: N/A
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6. Important agreements (including supply and sales contracts, technical corporation contracts, engineering
contracts, long-term loan contracts, and the important contracts which may influence shareholders’

equity)

Contract The interested . -
L Contract start and end dates Major content Restriction
characteristics party
China
Long-term loan
Development 2007.04.27~2012.4.27 Installments N/A
contract )
Industrial Bank
Long-term loan Taiwan
) 2004.9.24~2014.9.24 Installments N/A
contract Cooperative Bank
Syndicated loan -
Long-term loan )
Industrial Bank of 2010.7.23~2013.7.23 Installments N/A
contract i
Taiwan, etc.
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VI. Financial information

1. Condensed balance sheet and Income statement of the last five years

A.Condensed Balance Sheet

Unit: NT$ 1,000

Year Condensed Balance Sheet of fiscal year As of
2007~2011 March 31,
ltem 2012(Audit
2007 2008 2009 2010 2011 ed by
CPAS)
Current Assets 1,183,344 | 1,254,899 887,010 877,228 665,539 692,328
Funds&investments 1,078,436 | 1,353,866 | 1,665,550 | 2,124,454 | 2,799,319 | 2,807,871
Fixed Assets 1,901,401 | 1,734,551 | 1,564,074 | 1,390,504 | 1,244,693 | 1,224,317
Intangible Assets - - - - - -
Other Assets 20,565 55,004 67,188 42,826 25,712 27,157
Total Assets 4,183,746 | 4,399,220 | 4,183,822 | 4,435,012 | 4,735,263 | 4,751,673
Before
. 842,178 571,680 503,239 393,829 356,562 307,906
Current allocation
Liabilities |After 1,191,557 582,266 541,810 505,425 - -
allocation
Long-term Liabilities 767,432 | 1,263,211 704,520 890,362 574,503 664,814
Other Liabilities 108,048 85,369 72,386 70,022 58,002 54,704
Before 1,717,658 | 1,920,260 | 1,280,145 | 1,354,213 989,067 | 1,027,424
Total allocation
Liabilities |After 2.067,037 | 1,930,846 | 1,318,716 | 1,465,809 ; -
allocation
Capital Stock 954,692 | 1,070,566 | 1,275,578 | 1,340,604 | 1,525,685 | 1,525,685
Capital surplus 841,477 845,705 | 1,008,669 | 1,055,571 | 1,187,279 | 1,189,278
Before 603,314 | 398461 482,904 681,309 835,422 881,570
Retained |allocation ’ ’ ’ ’ ’ ’
earnings  |After
location 253,935 387,875 444,333 569,713 - -
Unrealized gain on 932 ] 27,100 18.309 7.770 2995
financial instruments
Cumulative translation 65673 | 164,228 | 109,426 | (14,994) | 190,040 124,721
adjustements
Total Before 2.466,088 | 2,478,960 | 2,903,677 | 3,080,799 | 3,746,196 | 3,724,249
allocation
shareholde After
rs’ equity . 2,116,709 | 2,468,374 | 2,865,106 | 2,969,203 - -
allocation

-51 -




B. Condensed Income Statement
Unit: NT$1,000

Year ) As of March

Condensed Income Statement of fiscal year 2007~2011 31. 2012
ltem (Audited by

2007 2008 2009 2010 2011 CPAs)

Net sales 1,545,089 |1,161,163 915,801 1,211,763 1,065,785 206,711
Gross Profit 604,739 373,141 230,427 326,961 288,599 43,028
Operating Income 420,319 161,219 114,253 187,831 141,446 11,280
Non operating income 212,313 191,009 120,745 190,126 229,000 41,762
Non operating 54,499 80,545 29,501 57,962 18,332 6,316

expenses

Income from continuing

i 578,133 271,683 205,497 319,995 352,114 46,726
operations before Tax

Income from continuing

: 514,853 258,515 190,304 275,548 302,908 46,148
operations

Income from
discontinued - - - - - -
operations

Extraordinary gain
(loss)

Cumulative effect of
change in accounting - - - - - -
principle

Net Income 514,853 258,515 190,304 275,548 302,908 46,148

EPS($) 5.52 2.22 155 2.03 2.07 0.30

C. Auditing by CPAs
CPAs and their auditing opinions in the past five years

Year CPAs Opinions

Shieh Chien-Shin, Wu En-Ming

2007 (Deloitte & Touche-Taiwan)

Unqualified

Shieh Chien-Shin, Chen Chao-Mei

2008 (Deloitte & Touche-Taiwan) Amended Unqualified
2009 C(gir;o%tgag'.ll\_/lo ii&ig__l?;;;l’;l:)g Amended Unqualified
e K
2011 Shieh Chien-Shin,Lin Ku-Tung Ungqualified

(Deloitte & Touche-Taiwan)
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2. Financial analysis in the past five years

. . .. . As of
Year Financial analysis in the past five years March 31,
2012
Item 2007 2008 2009 2010 2011  |(Audited by
CPAs)
Financial |Ratio of liabilities to assets 41.06 43.65 30.60 30.53 20.89 21.62
structure - -
o |RAtooflongtermeapitalto | 47605 | 21574 | 23069 | 28559 | 347.13 | 358.49
fixed assets
Current Ratio 140.75 219.51 176.26 222.74 186.65 224.85
SO'(VO;j;‘CV Quick Ratio 99.90 | 14547 | 129.16 | 182.69 | 134.81 | 170.33
Times interest Earned Ratio 18.88 6.90 8.20 15.54 20.21 14.17
Account Receivables 3.25 254 2.91 3.92 3.93 3.70
Turnover (times)
Days sales in accounts 112.24 | 146.70 | 125.43 9311 | 92.88 98.65
receivable
Inventory Turnover (times) 2.74 2.15 2.27 453 4.63 3.90
Operating \Account Payable Turnover 925 | 1363 | 17.08 | 17.69 172 | 20.69
ability |(times)
Average days in sales 133.32 169.77 160.79 80.57 78.83 93.59
Fixed Assets Turnover 0.81 0.67 0.59 0.87 0.86 0.68
(times)
Total Assets 0.37 0.26 0.22 0.27 0.23 0.17
Turnover(times)
(ROZ)“O of Return on assets 14.73 6.82 4.93 6.48 6.67 4.14
Ratio of Return on
shareholders’ equity (%) 23.97 10.44 7.06 9.21 8.87 4.94
Profit |Ratio to issued |Beore 44.03 | 15.06 9.02 | 14.03 9.27 2.96
ability ~|capital stock After
(%) allocation 60.56 25.38 16.13 23.87 23.08 12.25
Profit ratio (%) 33.32 22.26 20.78 22.74 28.42 22.33
EPS ($) 5.52 2.22 1.55 2.03 2.07 0.30
Cash flow ratio (%) 51.16 72.56 78.44 100.66 108.81 17.69
Cash |Cash flow adequacy ratio
Flows (%) |(%) 36.64 40.47 51.67 71.92 114.23 177.54
Cash reinvestment ratio (%) 6.09 3.49 8.92 7.39 5.15 0.99
Easg:gee"f operating 1.94 3.19 4.24 3.21 4.00 9.60
Balance 9
Degree of financial leverage 1.08 1.27 1.33 1.13 1.15 1.46

Explantions for significant changes (over20%) in operating results include:

(1) Financial structure and Solvency:
The major reason was due to the increase of shareholders’ equity , decrease of current liabilities and
decrease of total Liabilities.

(2) Operating ability and profit ability
The major reason was due to the decrease of operating income, increase of net income.

(3) Cash flow and Balance:
The major reason was due to the increase of long-term equity investments,decrease of capital
expenditure.
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Notel:Equations:
1. Financial structure
(1)Ratio of liabilities to assets=Total liabilities/Total assets
(2)Ratio of long-term capital to fixed assets= (Net Shareholder’s equity + Long-term liabilities) / Net fixed
assets.
2. Debt-paying ability
(1)Current Ratio=Current assets/Current liabilities
(2)Quick Ratio= (Current assets-Inventory-Prepaid expense) /Current liabilities
(3)Times interest Earned Ratio= Net profit before tax and interest expense/interest expense
3. Operating ability
(1) Receivables (Including accounts receivable and the notes receivable due to operation) turnover ratio= Net
sales/Average receivables (including accounts receivable and the notes receivable due to operation)
balance
(2)Average cash receiving days=365/Turnover rate of total assets.
(3) Inventory Turnover Ratio=Cost of sales/Average amount of inventory
(4)Payables (including accounts payable and the notes payable due to operation) turnover ratio= Cost of
sales/Average Payables (including accounts payable and the notes payable due to operation) balance
(5)Average period of sales=365/Inventory Turnover Ratio
(6)Ratio of Fixed Assets Turnover=Net sales/Net fixed assets
(7)Ratio of Total Assets Turnover=Net sales/Total assets
4. Profitability
(1)Return on assets = [gain and loss after tax + interest expensex (1-ax ratio)]/ Average Total assets
(2)Return on shareholders’ equity=gain and loss after tax/Average Net shareholders’ equity.
(3)Net profit margin=gain and loss after tax/Net sales
(4)EPS= (Net income -Preferred dividend) /weighted average number of issued shares (Note4)
5. Cash Flows
(1)Cash flow ratio=Operating net Cash Flows/Current liabilities
(2) Net Cash flow adequacy ratio = the past five years’ operating net Cash Flows/ the past five years’ (capital
expense+ inventory increasing amount+ cash dividend).
(3)Ratio of cash reinvestment= (Operating net Cash Flows- cash dividend) / (Gross fixed assets+ Long-term
investment+ other financial assets+ operating capital) (Note5)
6. Balance:
(1)Degree of Operating leverage= (Net operating income- operating cost and expense changes) /
Operating income (Note6)
(2) Degree of Financial leverage=Operating income / (Operating income-interest expense)
Note2: The notice items for calculating EPS are as follows:

1. Based on weighted average common shares, not the weighted average number of issued shares.

2. For capitalization with cash or Treasury stock trade, the stock circulation must be included for
consideration to calculate weighted average stock shares.

3. For capitalization with retained earnings and additional paid-in capital, the earnings per share
calculated semi-annually and annually must be adjusted retroactively and proportionally to the
capitalization but without considering the issuance period of the capitalization.

4. |If preferred stock shares are nonconvertible and cumulative, the dividend of the year (whether it is
distributed or not) should be deducted from net income or added to the net loss. If preferred stock
shares are not cumulative, preferred stock dividend should be deducted from net income if there is any
but it needs not be added to net loss if there is any.

Note3: The notice items for cash flow analysis are as follows:

1. Net cash flow from operating activity meant for the net cash inflow from operating activity on the
Statement of Cash Flow.

2. Capital expenditure meant for the cash outflow of capita investment annually.

3. Increase of inventory is counted only when ending inventory exceeds beginning inventory. If the ending
inventory is decreased, it is booked as zero value.

4. Cash dividend includes the amount for common stock and preferred stock.

5. Gross fixed assets meant for the total fixed assets before deducting the cumulative depreciation.

Note4: Issuers are to have operating cost and operating expenses classified into the category of fixed and
variable. If the classification of operating cost and operating expense involves estimation or

discretional judgment, it must be made reasonably and consistently.
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3. Supervisor’s Report in the past five years:Please refer to P. 55 in the annual report for details.

4. Consolidated financial difficulties of the Company and related party on the Company’s financial position:
Please refer to P.56~61 in the annual report for details.

5. Financial statements in the most recent years: Please refer to P.62~107 in the annual report for details.

6. Impact of financial difficulties of the Company and related party on the Company’s financial position: N/A

Topoint Technology Co., Ltd.

Supervisor’s Report

The 2011 consolidated financial statements, business report, and remuneration of the company
and its subsidiaries has been audited and certified by the CPAs: Shieh Chien-Shin and Lin Ku-Tung of
Deloitte & Touche-Taiwan. The supervisors have reviewed and audited the above-mentioned issued
documents, composed and presented by the Board of Directors. It is concluded that the said
documents are presented fairly; therefore, the Supervisor’s Report is hereby issued in accordance with

Article 219 of Company Law.

Sincerely yours,

2012 Shareholder’s Meeting of TOP

Supervisor: Chen Ken-Ching

Supervisor: Liang Shwu-Jian

Supervisor: Niu Cheng-Chie

March 26, 2012
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TOPOINT TECHNOLOGY CO.,LTD.

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2011 AND 2010

(In Thousands of New Taiwan Dollars,Except Par Value)

ASSETS

CURRENT ASSETS
Cash
Financial assets at fair value through profit or loss
Available-for-sale Financial Assets
Notes receivable
Accounts receivable
Notes and accounts receivable - related parties
Other financial assets
Inventories, net
Prepayments
Deferred income tax assets
Certificates of deposits-restricted
Other current assets
Total current assets

LONG-TERM INVESTMENTS
Financial assets carried at cost

PROPERTY, PLANT AND EQUIPMENT
Cost
Land
Buildings and equipment
Machinery and equipment
Transportation equipment
Office equipment
Miscellaneous equipment
Total cost
Less: Accumulated depreciation

Construction in progress and prepayments for equipment
Net property, plant and equipment

OTHER ASSETS
Refundable deposits
Deferred expenses
Deferred income tax assets
Certificates of deposits-restricted
Miscellaneous
Total other assets

TOTAL

(With Deloitte & Touche audit report dated March 26, 2012)

2011/12/31 2010/12/31
Amount % Amount %
919,498 16 765,294 14
- - 597 -
25,660 - 23,204 1
14,554 13,321 -
673,060 12 634,914 14
58,075 138,931 -
103,700 2 7,675 -
447,714 8 360,095 7
105,544 2 73,621 1
46,824 1 50,768 1
- - 60,000 1
469 - 197 -
2,395,098 _ 41 2,128,617 _ 39
9,610 - - -
75,652 1 75,652 2
581,715 10 554,510 10
4,626,093 80 4,085,956 76
9,981 - 7914 -
9,437 - 6,754 -
79,088 _ 1 56,929 _
5,381,966 92 4,787,715 89
2,170,259 _37 1,710,509 _ 32
3,211,707 55 3,077,206 57
82,424 _ 2 31,163 _
3,294,131 _ 57 3,108,369 _ 58
12,772 - 40,462 1
68,879 1 57,985 1
30,782 1 42,327 1
2,947 - 2,608 -
2,683 - 2,236 -
118,063 _ 2 145,618 _ 3
5,816,902 _100 5,382,604 100

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Short-term loans
Notes payable
Accounts payable
Income tax payable
Accrued expenses
Payable on equipment reversal
Long-term loans-current portion
Other current liabilities
Total current liabilities

LONG-TERM LIABILITIES
Bonds payable
Long-term loans net of current portion
Total long-term liabilities

OTHER LIABILITIES
Guarantee deposits received
Deferred income tax liabilities

Total other liabilities

Total liabilities

STOCKHOLDERS' EQUITY
Capital stock, NT$10.00 par value; authorized-300,000 thousand shares ;
issued and outstanding-152,569 thousand shares in 2011 and 133,922
thousand shares in 2010
Capital collected in advance
Capital surplus
Additional paid-in capital from share issuance in excess of par value
Stock option
Employee stock option
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Stockholders' equity and other adjustment
Cumulative translation adjustments
Unrealized gains on financial instruments
Total other equity adjustments
Total stockholders' equity of parent company
Minority interest
Total stockholders' equity

TOTAL
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2011/12/31 2010/12/31
Amount % Amount %
125,963 2 107,390 2
15,841 - - -
180,905 3 121,597 2
39,571 1 22,209 1
233,888 4 176,728 3
19,669 197,951 4
332,719 6 343,777 6
30,858 1 3,094 -
979,414 17 972,746 18
- - 261,890 5
864,181 15 915,100 17
864,181 15 1,176,990 22
10,760 - 10,346 -
54,973 1 29,057 1
65,733 1 39,403 1
1,909,328 33 2,189,139 41
1,525,685 26 1,339,216 25
- - 1,388 -
1,185,161 21 1,014,065 19
- - 41,506 -
2,118 - - -
1,187,279 21 1,055,571 19
195,581 3 168,026 3
16,803 - 16,803 1
623,038 11 496,480 9
835,422 14 681,309 13
190,040 3 (14,994) -
7,770 - 18,309 -
197,810 3 3,315 -
3,746,196 64 3,080,799 57
161,378 3 112,666 2
3,907,574 67 3,193,465 59
5,816,902 100 5,382,604 100
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TOPOINT TECHNOLOGY CO.,LTD.

CONSOLIDATED STATEMENTS OF INCOME
DECEMBER 31, 2011 AND 2010

(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

SALES
LESS : SALES RETURNS
SALES DISCOUNTS AND ALLOWANCES
NET SALES
COST OF SALES

GROSS PROFIT

OPERATING EXPENSES
Marketing and selling
General and administrative

Research and development
Total operating expenses
OPERATING INCOME

NON-OPERATING INCOME AND GAINS
Gain on sale of investments, net
Foreign exchange gain, net
Gain from valuation of financial assets
Gain from valuation of financial liabilities
Gain on disposal of property, plant and equipment
Interest income

Others
Total non-operation income and gains

NON-OPERATING EXPENSES AND LOSSES
Interest expenses
Loss on disposal of property, plant and equipment

Foreign Exchange loss,net

Others
Total non-operating expenses and losses
INCOME BEFORE INCOME TAX
INCOME TAX EXPENSE

NET INCOME

2011 2010

Amount % Amount %
2,233,056 100 2,147,294 100
2,026 - 2,214 -
1,030 - 422 -
2,230,000 100 2,144,658 100
1,453,862 65 1,392,206 65
776,138 35 752,452 35
111,523 5 99,449 5
193,129 9 150,006 7
72,938 3 68,988 3
377,590 17 318,443 15
398,548 18 434,009 20
16,023 1 5,856 -
11,171 1 - _
3,258 - 597 -
- - 6,511 1
550 - 758 -
5,056 - 5,401 -
5,767 - 6,235 -
41,825 2 25,358 1
46,477 3 55,573 2
1,753 - 448 -
- - 38,046 2
1,289 - 631 -
49,519 3 94,698 4
390,854 17 364,669 17
95,697 4 98,225 5
295,157 13 266,444 12
(Continued)
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TOPOINT TECHNOLOGY CO.,LTD.

CONSOLIDATED STATEMENTS OF INCOME
DECEMBER 31, 2011 AND 2010

(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2011 2010
Amount % Amount %
ATTRIBUTABLE TO :
Shareholders of the parent $ 302,908 13 $ 275,548 13
Minority interests (7,751) - 9,104) €)]
$ 295,157 13 % 266,444 12
2011 2010
Before Tax After Tax Before Tax After Tax
EARNINGS PER SHARE
Basic $2.67 $2.07 $2.69 $2.03
Diluted 3524 Sﬂé Mé Sﬂi
(With Deloitte & Touche audit report dated March 26, 2012)
(Concluded)
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TOPOINT TECHNOLOGY CO.,LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS
DECEMBER 31, 2011 AND 2010

(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income

Adjustments to reconcile net income to net cash provided by operating activities :

Allowance for Bad Debts (rotary)
Depreciation and amortization
Compensatory Cost for employee stock options

Gain on sale of investments, net

Net gain (loss) on disposal of property, plant and equipment

Gain from valuation of financial assets
Gain from valuation of financial liabilities
Provision for reversed pension costs
Deferred income tax
Amortzation of discount on corporate bonds payable
Net changes in operation assets and liabilities
Notes receivable
Accounts receivable
Notes and accounts receivable - related parties
Other financial assets
Inventories
Prepayments
Other current assets
Notes payable
Accounts payable
Income tax payable
Accrued expenses
Other current liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of available-for-sale financial assets

Proceeds from disposal of available-for-sale financial assets

Acquisition of financial assets carried at cost
Acquisition of property, plant and equipment

Proceeds of the disposal of property, plant and equipment
Decrease (increase) in refundable deposits

Decrease (increase) in certigicates of deposits-restricted
Increase from deferred assets

Acquisition of subsidiary

Net cash used in investing actibities

2011 2010
295,157  $ 266,444
(2,738) (726)
401,043 365,520
2,118 -
(16,023) (5,856)
1,203 (310)
(3.258) (597)
- (6,511)
(447) 102
41,749 45,795
3,550 8,108
(1,233) 2,043
(28,852) (243,816)
80,856 31,233
(89,023) 19,916
(88,855) 66,872
(26,933) (48,664)
(272) 166
15,841 -
55,333 40,854
17,362 (34,759)
51,855 41,033
22,287 969
730,720 547,816
(15,960) -
18,988 7,286
(9,610) -
(594,119) (311,782)
3,610 7,865
27,690 (29,152)
59,661 (51,334)
(14,315) (24,144)
(14,917 -
(538,972) (401,261)

(Continued)
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TOPOINT TECHNOLOGY CO.,LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS
DECEMBER 31, 2011 AND 2010

(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in short-term loans
Increase in long-term loans
Repayment of long-term loans
Increase (decrease) in deposits received
Cash dividends paid
Proceeds from exercise of employee stock options
Proceeds from issuance of convertible bonds
Increase in minority interests

Net cash provided by financing activities

NET INCREASE IN CASH

CASH, BEGINNING OF YEAR

EFFECT OF INCREASE IN CONSOLIDATED ENTITIES
EFFECT OF EXCHANGE RATE CHANGES

CASH, END OF YEAR

SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid

Income tax paid

NONCASH FINANCING ACTIVITIES
Current portion of long-term loans
Conversion of convertible bond

Payable on equipment reversal

PURCHASE OF PROPERTIES
Acquisition of property, plant and equipment

Net decrease (increase) in payables on equipment

Cash paid

60

2011 2010

18,573 (8,580)

325,370 831,675

(416,487) (1,034,632)

414 (10)

(111,596) (38,571)

15,887 7,839

- 150,000

48,411 123,764

(119,428) 31,485

72,320 178,030

765,294 638,379

1,721 -

80,163 (51,115)

$ 919,498 765,294
$ 43,093 47,613
$ 36,587 87,188
$ 332,719 343,777
$ 261,585 43,670
$ 60,560 -
$ 476,397 500,000
117,722 (188,218)

$ 594,119 311,782

(Continued)
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TOPOINT TECHNOLOGY CO.,LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS
DECEMBER 31, 2011 AND 2010

(In Thousands of New Taiwan Dollars)

Shanghai Topoint Precision Technology Co., Ltd., which is subsidiary of Topoint Technology Co., Ltd. (B.V.I),
invested Kunshan Restek Technology Co., Ltd. and had control in September 2011. The fair value of the assets
and liabilities at acquisition date as follows:

Cash and cash equivalents $ 1,721
Accounts receivable 6,960
Other receivables 946
Prepayments 4,990
Property, Plant and Equipment, Net 17,198
Deferred expenses 472
Accounts payable (3,159)
Accrued expenses (5,305)
Other payables (3,934)
19,889
% ownershop of direct 75%
Acquisition cost $ 14,917

(With Deloitte & Touche audit report dated March 26, 2012)
(Concluded)
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Topoint Technology Co., Ltd.
Financial Statements for the

Years Ended December 31, 2011 and 2010 and
Independent Auditors’ Report
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
Topoint Technology Co., Ltd.

We have audited the accompanying balance sheets of Topoint Technology Co., Ltd. (the “Corporation™) as of
December 31, 2011 and 2010 and the related statements of income, changes in stockholders’ equity and cash
flows for the years then ended. These financial statements are the responsibility of the Corporation’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the Rules Governing the Audit of Financial Statements by Certified
Public Accountants and auditing standards generally accepted in the Republic of China. Those rules and
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to in the first paragraph present fairly, in all material respects,
the financial position of Topoint Technology Co., Ltd. as of December 31, 2011 and 2010 and the results of its
operations and its cash flows for the years then ended, in conformity with the Guidelines Governing the
Preparation of Financial Reports by Securities Issuers, requirements of the Business Accounting Law and
Guidelines Governing Business Accounting relevant to financial accounting standards, and accounting
principles generally accepted in the Republic of China.

We have also audited the consolidated financial statements of the Corporation and subsidiaries as of and for the

years ended December 31, 2011 and 2010 and have issued an unqualified opinion thereon in our report dated
March 26, 2012.

March 26, 2012

Notice to Readers

The accompanying financial statements are intended only to present the financial position, results of operations
and cash flows in accordance with accounting principles and practices generally accepted in the Republic of
China and not those of any other jurisdictions. The standards, procedures and practices to audit such
financial statements are those generally accepted and applied in the Republic of China.

For the convenience of readers, the auditors’ report and the accompanying financial statements have been
translated into English from the original Chinese version prepared and used in the Republic of China. If there
is any conflict between the English version and the original Chinese version or any difference in the
interpretation of the two versions, the Chinese-language auditors’ report and financial statements shall prevail.
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TOPOINT TECHNOLOGY CO., LTD.

BALANCE SHEETS
DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Except Par Value)

ASSETS

CURRENT ASSETS
Cash (Note 4)
Financial assets at fair value through profit or loss (Notes 2 and 5)
Available-for-sale financial assets (Notes 2 and 6)
Notes receivable (Note 2)
Accounts receivable (Notes 2 and 7)
Notes and accounts receivable - related parties (Note 20)
Other financial assets (Note 7)
Inventories (Notes 2 and 8)
Prepayments
Deferred income tax assets (Notes 2 and 17)
Certificates of deposits - restricted (Note 21)
Other current assets

Total current assets

LONG-TERM EQUITY INVESTMENTS ACCOUNTED FOR BY THE
EQUITY METHOD (Notes 2 and 9)

PROPERTY, PLANT AND EQUIPMENT (Notes 2, 10 and 21)
Cost
Land
Buildings
Machinery and equipment
Transportation equipment
Office equipment
Miscellaneous equipment
Total cost
Less: Accumulated depreciation

Prepayments for equipment
Net property, plant and equipment
OTHER ASSETS
Refundable deposits (Note 20)
Deferred income tax assets (Notes 2 and 17)

Miscellaneous (Notes 2 and 18)

Total other assets

TOTAL

The accompanying notes are an integral part of the financial statements.

2011 2010

Amount % Amount %
$ 198,627 4 $ 259,607 6
- - 597 -
25,660 1 23,204 1
4,904 - 5,262 -
151,532 3 162,218 4
68,841 2 149,544 3
5,347 - 9 -
178,894 4 154,333 3
9,309 - 23,974 1
21,410 - 38,278 1
- 60,000 1
1,015 - 202 -
665,539 14 877,228 20
2,799,319 59 2,124,454 48
75,652 2 75,652 2
261,789 5 260,325 6
1,828,752 39 1,799,667 40
2,197 - 2,054 -
2,912 - 3,027 -
45,633 1 42,450 1
2,216,935 47 2,183,175 49
989,988 21 803,794 18
1,226,947 26 1,379,381 31
17,746 - 11,123 -
1,244,693 26 1,390,504 31
5,921 - 5,540 -
14,136 1 32,806 1
5,655 - 4,480 -
25,712 1 42,826 1
$ 4,735,263 100 $ 4,435,012 100
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LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES
Short-term loans (Note 11)
Notes payable
Accounts payable
Notes and accounts payable - related parties (Note 20)
Income tax payable (Notes 2 and 17)
Accrued expenses (Notes 2, 18 and 20)
Deferred income (Note 2)
Long-term loans - current portion (Notes 13, 20 and 21)
Other current liabilities

Total current liabilities

LONG-TERM LIABILITIES
Bonds payable (Notes 2 and 12)
Long-term loans, net of current portion (Notes 13, 20 and 21)

Total long-term liabilities

OTHER LIABILITIES
Guarantee deposits received (Note 20)
Deferred income (Note 2)
Credit balance on carrying value of long-term investments (Notes 2
and 9)

Total other liabilities
Total liabilities

STOCKHOLDERS’ EQUITY
Capital stock, NT$10.00 par value; authorized - 300,000 thousand
shares; issued and outstanding - 152,569 thousand shares in 2011
and 133,922 thousand shares in 2010
Capital collected in advance
Capital surplus
Additional paid-in capital from share issuance in excess of par
value
Employee stock options
Option
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity adjustments
Cumulative translation adjustments
Unrealized gain on financial instruments
Total other equity adjustments

Total stockholders’ equity

TOTAL

2011 2010

Amount % Amount %
$ 65,413 1 $ 20,000 -
31 - - -
37,101 1 50,300 1
1,283 - 983 -
12,960 - 13,961 -
122,666 3 109,194 3
28,897 1 23,368 1
86,335 2 172,970 4
1,876 - 3,053 -
356,562 8 393,829 9
- - 261,890 6
574,503 12 628,472 14
574,503 12 890,362 20
10,599 - 10,199 -
46,971 1 59,655 2
432 - 168 -
58,002 1 70,022 2
989,067 21 1,354,213 31
1,525,685 32 1,339,216 30
- - 1,388 -
1,185,161 25 1,014,065 23
2,118 - - -
- - 41,506 1
1,187,279 25 1,055,571 24
195,581 4 168,026 4
16,803 1 16,803 -
623,038 13 496,480 11
835,422 18 681,309 15
190,040 4 (14,994) -
7,770 - 18,309 -
197,810 4 3,315 -
3,746,196 79 3,080,799 69
$ 4,735,263 100 $ 4,435,012 100



TOPOINT TECHNOLOGY CO,, LTD.

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2011 2010
Amount % Amount %
SALES (Note 20) $ 1,068,410 100 $ 1,214,402 100
LESS: SALES RETURNS 1,884 - 2,214 -
SALES DISCOUNTS AND ALLOWANCES 741 - 425 -
NET SALES 1,065,785 100 1,211,763 100
COST OF SALES (Note 20) 771,610 72 881,295 73
GROSS PROFIT BEFORE REALIZED PROFIT ON
INTERCOMPANY TRANSACTIONS 294,175 28 330,468 27
UNREALIZED PROFIT ON INTERCOMPANY
TRANSACTIONS (Note 2) (5,576) (1) (3,507) -
GROSS PROFIT 288,599 27 326,961 27
OPERATING EXPENSES (Note 20)
Marketing and selling 34,785 3 31,075 2
General and administrative 79,380 8 75,083 6
Research and development 32,988 3 32,972 3
Total operating expenses 147,153 14 139,130 11
OPERATING INCOME 141,446 13 187,831 16
NONOPERATING INCOME AND GAINS
Investment income recognized under equity method 192,324 18 161,684 13
Gain on sale of investments, net 16,023 2 5,856 1
Gain on disposal of property, plant and equipment
(Note 20) 12,731 1 13,482 1
Exchange gain, net 3,364 1 - -
Gain on valuation of financial assets 3,258 - 597 -
Interest income 431 - 322 -
Rental income (Note 20) 33 - 36
Gain on valuation of financial liabilities - - 6,511 1
Others (Note 20) 836 - 1,638 -
Total nonoperating income and gains 229,000 22 190,126 16
(Continued)
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TOPOINT TECHNOLOGY CO,, LTD.

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2011 2010
Amount % Amount %
NONOPERATING EXPENSES AND LOSSES

Interest expenses (Note 20) $ 18,327 2 $ 22,011 2
Loss on disposal of property, plant and equipment 5 - 347 -
Exchange loss, net - - 35,604 3
Total nonoperating expenses and losses 18,332 2 57,962 5
INCOME BEFORE INCOME TAX 352,114 33 319,995 27
INCOME TAX EXPENSE (Notes 2 and 17) 49,206 5 44 447 4
NET INCOME $ 302,908 28 $ 275548 23

2011 2010

Before Tax After Tax Before Tax After Tax

EARNINGS PER SHARE (Note 16)

Basic 2.40 2.07 2.36 2.03
Diluted $ 227 $ 1.96 $ 216 $ 1.85
The accompanying notes are an integral part of the financial statements. (Concluded)
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TOPOINT TECHNOLOGY CO., LTD.

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

YEARS ENDED DECEMBER 31, 2011 AND 2010

(In Thousands of New Taiwan Dollars, Except Dividends Per Share)

BALANCE, JANUARY 1, 2010
Appropriation of prior year’s earnings

Legal reserve

Stock dividend - NT$0.302 per share

Cash dividend - NT$0.302 per share
Equity component of convertible bonds
Capital collected in advance transferred to capital stock
Conversion of convertible bonds
Net income in 2010
Issuance of stock due to the exercise of stock options
Translation adjustments on long-term equity investments
Unrealized loss on financial instruments
BALANCE, DECEMBER 31, 2010
Appropriation of prior year’s earnings

Legal reserve

Stock dividend - NT$0.249 per share

Cash dividend - NT$0.749 per share
Capital collected in advance transferred to capital stock
Conversion of convertible bonds
Net income in 2011
Issuance of stock due to the exercise of stock options
Compensation cost of employee stock options
Translation adjustments on long-term equity investments

Unrealized loss on financial instruments

BALANCE, DECEMBER 31, 2011

The accompanying notes are an integral part of the financial statements.

Capital Stock Issued and Outstanding

Shares
(Thousands)

126,672

3,857

886

2,370

137

133,922

3,720

139

14,218

570

152,569

Amount

$ 1,266,718

38,572

8,860

23,696

1,370

1,339,216

37,199

1,388

142,180

5,702

$ 1,525,685

Capital
Collected in
Advance

$ 8,860

Capital Surplus

Additional
Paid-in Capital Unrealized
from Share Cumulative Gain (Loss) on
Issuance in Retained Earnings (Note 14) Translation Financial Total
Excess of Par Employee Stock Option (Notes 2, Unappropriated Adjustments Instruments Stockholders'
Value (Note 12)  Options (Note 15) 12 and 15) Legal Reserve Special Reserve Earnings (Note 2) (Notes 2 and 6) Equity

$ 982,457 $ - $ 26,212 $ 148,995 $ 16,803 $ 317,106 $ 109,426 $ 27,100 $ 2,903,677
- - - 19,031 - (19,031) - - -

- - - - - (38,572) - - -
- - - - - (38,571) - - (38,571)

- - 21,847 - - - - - 21,847

26,527 - (6,553) - - - - - 43,670

- - - - - 275,548 - - 275,548

5,081 - - - - - - - 7,839
- - - - - - (124,420) - (124,420)

R - - - - - - (8,791) (8,791)

1,014,065 - 41,506 168,026 16,803 496,480 (14,994) 18,309 3,080,799

- - - 27,555 - (27,555) - - -

- - - - - (37,199) - - -

- - - - - (111,596) - - (111,596)

160,911 - (41,506) - - - - - 261,585

- - - - - 302,908 - - 302,908

10,185 - - - - - - - 15,887

- 2,118 - - - - - - 2,118

- - - - - - 205,034 - 205,034

- - - - - - - (10,539) (10,539)

$ 1,185,161 $ 2,118 $ - $ 195581 $ 16,803 $ 623,038 $ 190,040 $ 7,770 $ 3,746,196
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TOPOINT TECHNOLOGY CO,, LTD.

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and amortization
Compensation cost of employee stock options
Gain on sale of investments, net
Equity in net income of investees
Unrealized gain on intercompany transactions
Net gain on disposal of property, plant and equipment
Gain from valuation of financial assets
Gain from valuation of financial liabilities
Provision for reversed pension costs
Deferred income tax
Amortization of discount on corporate bonds payable
Net changes in operating assets and liabilities
Notes receivable
Accounts receivable
Notes and accounts receivable - related parties
Other financial assets
Inventories
Prepayments
Other current assets
Notes payable
Accounts payable
Notes and accounts payable - related parties
Income tax payable
Accrued expenses
Other current liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of available-for-sale financial assets
Proceeds from disposal of available-for-sale financial assets
Decrease (increase) in certificates of deposits - restricted
Acquisition of long-term equity investments
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Decrease (increase) in refundable deposits
Increase in miscellaneous assets

Net cash used in investing activities
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2011
$ 302,908

188,300
2,118
(16,023)
(192,324)
5,576
(12,726)
(3,258)

(447)
35,538
3,550

358
10,686
80,703
(5,338)
(24,561)
14,665
(813)
31
(13,199)
300
(1,001)
13,472
(524)

387,991

(15,960)
18,988
60,000

(277,243)

(41,279)

(381)
(2.596)

(258.471)

2010
$ 275,548

188,145

(5,856)
(161,684)
3,507
(13,135)
(597)
(6,511)
102
30,869
8,108

644

(18,237)
1,134
16,159
80,438

(7,071)
164

13,534
(10,598)
(11,167)

13,364

(414)

396,446

7,286
(60,000)
(421,472)
(18,948)

7,135

1,740

(1.430)

(485,689)
(Continued)



TOPOINT TECHNOLOGY CO,, LTD.

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars)

2011 2010

CASH FLOWS FROM FINANCING ACTIVITIES

Net increase in short-term loans $ 45413 $ -

Increase in long-term loans 100,000 770,000

Repayment of long-term loans (240,604) (778,746)

Cash dividends paid (111,596) (38,571)

Proceeds from the exercise of employee stock options 15,887 7,839

Issuance of convertible bonds - 150,000

Increase in guarantee deposits received 400 3

Net cash provided by (used in) financing activities (190,500) 110,525

NET INCREASE (DECREASE) IN CASH (60,980) 21,282
CASH, BEGINNING OF YEAR 259,607 238,325
CASH, END OF YEAR $ 198,627 $ 259,607
SUPPLEMENTAL CASH FLOW INFORMATION

Interest paid $ 14,717 $ 13,885

Income tax paid $ 14,668 $ 24,745
NONCASH FINANCING ACTIVITIES

Current portion of long-term loans $ 86,335 $ 172,970

Conversion of convertible bonds $ 261,585 $ 43,670
CASH PAID FOR PROPERTY ACQUISITION

Increase in property, plant and equipment $ 40,626 $ 20,132

Net decrease (increase) in payables on equipment 653 (1,184)

Cash paid $ 41,279 $ 18,948

Shanghai Topoint Precision Technology Co., Ltd., a subsidiary of Topoint Technology Co., Ltd. (B.V.l.),
invested in Kunshan Restek Technology Co., Ltd. in September 2011 and had control over this investee. The
fair values of the assets and liabilities at the acquisition date were as follows:

Cash $ 1,721
Accounts receivable 6,960
Other receivables 946
Prepayments 4,990
Property, plant and equipment 17,198
Deferred charges 472
Accounts payable (3,159)
Accrued expenses (5,305)
Other payables (3,934)
19,889
% ownership 75%
Acquisition cost $ 14917
The accompanying notes are an integral part of the financial statements. (Concluded)
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TOPOINT TECHNOLOGY CO,, LTD.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2011 AND 2010
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. ORGANIZATION AND OPERATIONS

Topoint Technology Co., Ltd. (the “Corporation”) was incorporated in 1996. It manufactures and markets
micro-drills for printed circuit boards (PCBs), numerically controlled drilling machines for PCBs and
peripheral equipment used in PCB manufacture. On May 10, 2000, the Securities and Futures
Commission (SFC) approved the Corporation’s application to become a public company. Since December
21, 2004, the Corporation’s shares have been traded on the GreTai Securities Market (over-the-counter
securities exchange). Later, when the Corporation’s shares ceased to be traded over the counter, the
Corporation’s shares became listed on the Taiwan Stock Exchange on January 21, 2008.

As of December 31, 2011 and 2010, the Corporation had 274 and 268 employees, respectively.

2. SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have been prepared in conformity with the Guidelines Governing
the Preparation of Financial Reports by Securities Issuers, Business Accounting Law, Guidelines
Governing Business Accounting, and accounting principles generally accepted in the Republic of China
(ROC). Significant accounting policies are summarized as follows:

Foreign-currency Transactions

Foreign-currency transactions are recorded in New Taiwan dollars at the rates of exchange rates in effect
when the transactions occur. Gains or losses from settling foreign-currency assets and liabilities at
prevailing rates are credited or charged to current income. Year-end balances of foreign-currency assets
and liabilities are restated at the prevailing exchange rates, and the resulting differences are credited or
charged to current income. However, differences pertaining to foreign-currency long-term stock
investments accounted for the equity method are reported as cumulative translation adjustments under
stockholders’ equity.

Accounting Estimates

Under above guidelines, law and principles, certain estimates and assumptions have been used for the
allowance for doubtful accounts; allowance for loss on inventories; depreciation of property, plant and
equipment; income tax; pension cost; bonuses to employees, directors and supervisors; etc.  Actual results
may differ from these estimates.

For readers’ convenience, the accompanying financial statements have been translated into English from
the original Chinese version prepared and used in the ROC. If inconsistencies arise between the English
version and the Chinese version or if differences arise in the interpretations between the two versions, the
Chinese version of the financial statements shall prevail.

Current/Noncurrent Assets and Liabilities
Current assets are cash and those assets held for trading, converted to cash, sold or consumed within one

year from the balance sheet date. Current liabilities are obligations due within one year from the balance
sheet date. All other assets and liabilities are classified as noncurrent.
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Financial Instruments at Fair Value Through Profit or Loss

Financial instruments at fair value through profit or loss include financial assets or financial liabilities
classified as held for trading and financial instruments that are designated on initial recognition as at fair
value through profit or loss, with direct instrument acquisition costs expensed as incurred. After initial
recognition, financial instruments are remeasured at fair value, with the changes in fair value recognized as
gain or loss. A regular purchase or sale of financial assets is recognized and de-recognized using trade
date accounting.

Derivative financial instruments that need not be subjected to hedge accounting are classified as financial
assets when their fair value exceeds zero and are classified as financial liabilities when their fair value is
lower than zero.

For bond conversion option and forward contracts, the valuation method is used to determine their fair
value.

Available-for-sale Financial Assets

Available-for-sale financial assets are initially recognized at fair value plus direct asset acquisition costs.
At each balance sheet date after the initial recognition, available-for-sale financial assets are remeasured at
fair value, with changes in fair value recognized in equity until the financial assets are disposed of. On
asset disposal, the cumulative gain or loss previously recognized in equity is included in gain or loss for the
year. All regular purchases or sales of financial assets are recognized and de-recognized on a trade date
basis.

The fair value bases of available-for-sale financial assets are the same as those of financial instruments at
fair value through profit or loss.

Cash dividends are recognized on the ex-dividend date; however, dividends distributed from the
pre-acquisition earnings are treated as a reduction of investment cost. Stock dividends received are not
recognized as investment income but are recorded as an increase in the number of shares. The total
number of shares after the increase is used to recalculate the cost per share.

An impairment loss is recognized when there is objective evidence that the financial asset is impaired.
Any decrease in impairment loss on an equity instrument classified as available for sale is recognized
directly under equity.

Impairment of Accounts Receivable

An allowance for doubtful accounts is provided on the basis of a review of the collectibility of accounts
receivable before January 1, 2011. The Corporation assesses the probability of collections of accounts
receivable by an aging analysis of the outstanding receivables and assessing the value of the collaterals
provided by customers.

On January 1, 2011, the Corporation adopted the third-time revised Statement of Financial Accounting
Standards (SFAS) No. 34 - “Financial Instruments: Recognition and Measurement.” One of the main
revisions is that the impairment of receivables originated by the Corporation should be covered by SFAS
No. 34. Accounts receivable are assessed for impairment at the end of each reporting period and
considered to be impaired when there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the accounts receivable, the estimated future cash flows of the asset
have been affected.

The amount of the impairment loss recognized is the difference between the asset carrying amount and the
present value of estimated future cash flows, after taking into account the related collaterals and guarantees,
discounted at the receivable’s original effective interest rate. The carrying amount of the accounts
receivable is reduced through the use of an allowance account.
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Inventories

Inventories consist of raw materials, supplies, finished goods, work-in-process and merchandise and are
stated at the lower of cost or net realizable value. Inventory write-downs are made by item, except where
it may be appropriate to group similar or related items. Net realizable value is the estimated selling price
of inventories less all estimated costs of completion and costs necessary to make the sale. Inventories are
recorded at standard cost and then adjusted to approximate the weighted-average cost on the balance sheet
date. Cost of sales includes the cost of inventories sold, unallocated overheads, abnormal costs,
write-downs of inventories to net realizable value and any reversal of write-downs.

Long-term Equity Investments Accounted for by the Equity Method

Under the equity method, long-term investments are stated at cost on the acquisition date and subsequently
adjusted for the Corporation’s equity in the investee’s net income or net loss. Any cash dividends
received from investees are accounted for as a reduction of the carrying value of the related investments.

Stock dividends received from an investee are accounted for as increases in the number of shares held and
are not recognized as investment income.

The costs of equity investments sold are determined using the weighted-average method.

An impairment loss is recognized when there is objective evidence that the recoverable amount of an asset
is less than its carrying amount.

When the Corporation’s share in losses of an investee over which the Corporation has control exceeds its
investment in the investee, unless the other stockholders of the investee have assumed legal or constructive
obligations and have demonstrated the ability to make payments on behalf of the investee, the Corporation
has to bear all of the losses in excess of the capital contributed by stockholders of the investee and
reclassify the credit balance of long-term investments to other liabilities. If the investee subsequently
reports profits, such profits are first attributed to the Corporation to the extent of the excess losses
previously borne by the Corporation.

Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses. Major additions or betterments are capitalized, while maintenance and repairs are expensed
currently.

Depreciation expense is calculated using the straight-line method on the basis of asset service lives
estimated as follows: buildings, 3 to 50 years; machinery and equipment, 3 to 10 years; transportation
equipment, 3 to 5 years; office equipment, 3 to 5 years; and miscellaneous equipment, 3 to 7 years.
Property, plant and equipment still in use beyond their originally estimated service lives are depreciated
over their newly estimated service lives.

When property, plant and equipment are retired or disposed of, the related cost and accumulated
depreciation are removed from the accounts, and gains or losses are recognized as nonoperating income or
expenses.

Impairment losses are recognized when the carrying values of property, plant and equipment exceed their
recoverable amounts on the balance sheet date. If the recoverable amount increases, the increase in
carrying value is recognized as gain. However, this increase should not exceed the carrying value that
would have been determined (net of depreciation) had no impairment loss been recognized for the asset in
prior years.
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Convertible Bonds

The Corporation first determines the carrying amount of the liability component by measuring the fair value
of a similar liability that does not have an associated equity component, then determines the carrying
amount of the equity component representing the equity conversion option by deducting the fair value of
the liability component from the fair value of the convertible bonds as a whole. The liability component
(excluding embedded derivatives) is measured at amortized cost using the effective interest method, while
the embedded non-equity derivatives are measured at fair value. Upon bond conversion, the Corporation
uses the aggregate carrying amount of the liability and equity components of the bonds at the time of
conversion as a basis to record the common shares issued.

Deferred Income

Unrealized gains or losses from downstream transactions with equity-method investees are deferred at the
percentage of the Corporation’s equity interest in the investee if the Corporation has no control over the
investees. Unrealized gains or losses on the Corporation’s sales to investees over which the Corporation
has control are totally eliminated. Gains or losses arising from equipment purchases from equity-method
investees are eliminated and recognized over the estimated remaining useful lives of the equipment.

Compensatory Stock Options

Employee stock options granted on or after January 1, 2008 are accounted for under Statement of Financial
Accounting Standards No. 39 - “Share-based Payment.”

Employee stock options granted between January 1, 2004 and December 31, 2007 were accounted for under
the interpretations issued by the Accounting Research and Development Foundation (ARDF).  Until 2007,
the Corporation used the intrinsic value method, under which compensation cost was recognized on a
straight-line basis over the vesting period. Based on Interpretation 96-330 issued by ARDF in December
2007, the compensation cost remains the same if the revised plan meets the related criteria stated in this
interpretation. Otherwise, the revised plan would replace the original plan and the Corporation should
calculate the incremental compensation cost using the intrinsic value method and amortize this cost over the
vesting period.

Pension Costs

Pension costs subject to the defined benefit plan are recognized according to actuarial reports.
Unrecognized net transition obligation is amortized within 25 years. Prior service cost and pension gain
(loss) are amortized using the straight-line method over the average remaining service years of employees.
Pension costs subject to the defined contribution plan are recognized according to the amount of required
contributions by the Corporation during the employees’ service period.

Income Tax

The Corporation accounts for income tax using the inter-period allocation method. Under this method,
deferred income tax is recognized for investment tax credits and tax consequences of differences between
financial statement carrying amounts and their respective tax bases. A valuation allowance is recognized
if evidence indicates that it is more likely than not that a portion or the entire deferred tax asset will not be
realized. A deferred tax asset or liability is classified as current or noncurrent in accordance with the
classification of the related asset or liability. However, if a deferred asset or liability cannot be related to
an asset or liability in the financial statements, it is classified as current or noncurrent on the basis of the
expected reversal date of the temporary difference.

If the Corporation can control the reversal timing of a temporary difference arising from the difference
between the book value and the tax basis of a long-term equity investment in a foreign subsidiary and if the
temporary difference is not expected to reverse in the foreseeable future and will, in effect, exist
indefinitely, then a deferred tax liability or asset is not recognized.
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Tax credits for purchases of machinery, equipment and technology, research and development expenditures,
and personnel training expenditures are recognized using the flow-through method.

Adjustments of prior years’ tax liabilities are added to or deducted from the current year’s tax provision.

An additional tax at 10% of unappropriated earnings is provided for as income tax in the year the
stockholders approve to retain the earnings.

Revenue Recognition

Revenue from sales of goods is recognized when the Corporation has transferred to the buyer the significant
risks and rewards of ownership of the goods, primarily upon shipment, because the earnings process has
been completed and the economic benefits associated with the transaction have been realized or are
realizable. The Corporation does not recognize sales revenue on materials delivered to subcontractors
because this delivery does not involve a transfer of risks and rewards of materials ownership.

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
agreed between the Corporation and the customers for goods sold in the normal course of business, net of
sales discounts and volume rebates. For trade receivables due within one year from the balance sheet date,
as the nominal value of the consideration to be received approximates its fair value and transactions are
frequent, fair value of the consideration is not determined by discounting all future receipts using an
imputed rate of interest.

Reclassifications

Certain accounts in the financial statements as of and for the year ended December 31, 2010 have been
reclassified to conform to the presentation of the financial statements as of and for the year ended
December 31, 2011.

. EFFECTS OF CHANGES IN ACCOUNTING PRINCIPLES
Financial Instruments

On January 1, 2011, the Corporation adopted the newly revised Statement of Financial Accounting
Standards (SFAS) No. 34 - “Financial Instruments: Recognition and Measurement.” The main revisions
include the loans and receivables originated by the Corporation being now covered by SFAS No. 34. This
accounting change had no effect on net income and after income tax basic earnings per share for the year
ended December 31, 2011.

Operating Segments

On January 1, 2011, the Corporation adopted the newly issued SFAS No. 41, “Operating Segments.” The
statement requires that segment information be disclosed on the basis of the information about the
components of the Corporation that management uses to make operating decisions. SFAS No. 41 requires
identification of operating segments on the basis of internal reports that are regularly reviewed by the
Corporation 's chief operating decision maker in order to allocate resources to the segments and assess their
performance. This statement supersedes SFAS No. 20 - “Segment Reporting.” For this accounting
change, the Corporation restated the segment information as of and for the year ended December 31, 2010
to conform to the disclosures as of and for the year ended December 31, 2011.
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4. CASH

6.

December 31

2011 2010
Cash on hand $ 566 $ 693
Checking accounts and demand deposits 141,985 101,784
Domestic foreign-currency demand deposits 15,410 117,855
Overseas foreign-currency demand deposits 17,866 29,275
Time deposits:  Annual yield rate - 0.35%-0.87% in 2011; 0.59% in
2010 22,800 10,000

$ 198,627 $ 259,607

The overseas foreign-currency demand deposits were deposited in the Bank of Korea.

FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

December 31
2011 2010

Financial assets held for trading

Convertible bonds $ - $ 597
The Corporation issued convertible bonds on May 19, 2010 and September 23, 2009. The Corporation
has bifurcated the bonds into a liability component and an equity component. As of December 31, 2010
and 2009, the bond conversion option were measured at fair value and recognized as a financial assets held
for trading and financial liabilities held for trading. As of December 31, 2011, the convertible bonds had
all been converted into common shares.

On financial assets held for trading, there were a net gain of $3,258 thousand in 2011 and a net loss of
$7,108 thousand in 2010.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

December 31

2011 2010
Quoted stocks $ 25,660 $ 23,204

Movements of unrealized gain (loss) on financial instruments were as follows:

2011 2010
Balance, beginning of year $ 18,309 $ 27,100
Reported as a separate component of stockholders’ equity 5,484 (2,935)
Recognized in earnings (16,023) (5,856)
Balance, end of year $ 7770 $ 18,309
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7. ACCOUNTS RECEIVABLE

In 2011 and 2010, the Corporation used nonrecourse maturity factoring by selling to a bank its accounts
receivable amounting to $293,447 thousand in 2011 and $3,765 thousand in 2010. The interest rate on
advances was 1.21% to 1.92% in 2011; in 2010, the Corporation had not used the advances on the factored
accounts receivable.

As of December 31, 2011, the outstanding factored accounts receivable were as follows:

Advances Not Yet
Receivables Received at  Received as of
Counter-parties Sold Year-end Year-end Retention
December 31, 2011
Mega International Commercial
Bank $ 48,757 $ 43,424 $ 488 $ 4,845

The above factored accounts receivable had not been received and retention amounts were reclassified to
other financial assets.

The total accounts receivable sold to the bank in 2010 had been received as of December 31, 2010.

8. INVENTORIES

December 31

2011 2010
Raw materials $ 64,734 $ 55,141
Supplies 40,418 35,485
Work in process 8,247 12,569
Finished goods 63,536 49,311
Merchandises 1,959 1,827

$ 178,894  $ 154333

The costs of inventories recognized as cost of goods sold were as follows: (a) $771,610 thousand in 2011,
which included a loss of $718 thousand on inventory obsolescence and a loss of $541 thousand on physical
inventory; and (b) $881,295 thousand in 2010, which included a loss $9,198 thousand and a gain of $356
thousand on inventory obsolescence and on physical inventory.
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9.

10.

LONG-TERM EQUITY INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD

2011 2010
Carrying % of Carrying % of
Value Ownership Value Ownership
Unlisted companies
Topoint Technology Co., Ltd. (B.V.l.) $ 2,579,574 100.0 $ 1,967,733 100.0
Unipoint Technology Co., Ltd. 218,618 58.5 155,586 58.5
Warpspeed Corporation (B.V.1.) 1,127 100.0 1,135 100.0
Topoint Japan Co., Ltd. (432) 100.0 (168) 100.0
2,798,887 2,124,286
Add: Credit balance on the carrying
value of long-term investments
reclassified to other liabilities 432 168
$ 2,799,319 $ 2,124,454

The Corporation indirectly invested in Shanghai Topoint Precision Technology Co., Ltd., Sharpoint
Technology (Qinhuangdao) Co., Ltd., Sharpoint Technology (Shenzhen) Co., Ltd. and Sharpoint
Technology (Suzhou) Co., Ltd. through Topoint Technology Co., Ltd. (B.V.l.) and invested in Kunshan
Restek Technology Co., Ltd. through Shanghai Topoint Precision Technology Co., Ltd.

In 2011 and 2010, Unipoint Technology Co., Ltd. (“Unipoint”), which tests drill bits and mounting plate
bolt holes, issued common shares for $120,000 thousand and $295,000 thousand, respectively, and the
Corporation invested $71,700 thousand and $171,250 thousand, respectively. Unipoint invested in and
established Unipont Technology Holdings Co., Ltd. (B.V.l.) and the invested in Unipoint Technology
Shenzhen Co., Ltd. through Unipoint Technology Holdings Co., Ltd. (B.V.1.).

Warpspeed Corporation (B.V.l.) engaged in international trading.

Topoint Japan Co., Ltd. engaged in selling electronic components. The Corporation recognized deficit on
its investment in Topoint Japan Co., Ltd.; thus, the Corporation had to reclassify the credit balance on the
carrying value of this long-term investment to other liabilities as of December 31, 2011 and 2010.

All of the Corporation’s subsidiaries were included in the Corporation’s consolidated financial statements
of 2011 and 2010.

PROPERTY, PLANT AND EQUIPMENT

Accumulated depreciation consisted of:

December 31

2011 2010
Buildings $ 109,684 $ 92,203
Machinery and equipment 837,856 673,934
Transportation equipment 1,449 1,219
Office equipment 2,706 2,540
Miscellaneous equipment 38,293 33,898

$ 989,988 $ 803,794
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Depreciation expenses of property, plant and equipment were $186,437 thousand in 2011 and $186,861
thousand in 2010.

11. SHORT-TERM LOANS

December 31

2011 2010
Unsecured loans:  Annual interest rate - 1.54%-1.82% in 2011;
1.40% in 2010 $ 65,413 $ 20,000

12. CONVERTIBLE BONDS

a.

Domestic convertible bonds (first issuance)

On September 23, 2009, the Corporation issued five-year unsecured zero-coupon domestic convertible
bonds with an aggregate face value of $200,000 thousand, each with a face value of $100 thousand.
The Corporation bifurcated the bonds into the bond conversion option (equity component) and bond
liability component. On the initial recognition of these components, the amounts of the liability and
option components were $168,300 thousand and $5,488 thousand, respectively, with an effective rate of
3.46%. The related equity account amounted to $26,212 thousand, which was included in capital
surplus - bond conversion option and was valuated at the initial face value of bonds minus fair value of
the liability account.

Bondholders may exercise their put options at the conversion price from a month after the issuance date
to the 10th day before the expiry date. After holding the bonds for three years, bondholders may also
ask the Corporation to buy back the conversion bonds at face value in cash plus the accrued interest
compensation expense. The interest rate of 3.03% is used for the interest compensation expense for
the third year from bond issuance. If the quoted market price exceeds 30% of the conversion price for
30 consecutive trading days within a period from a month after the issuance date to the 11th day before
the maturity date, the Corporation may cash in the bonds within 30 trading days. The Corporation
may also cash in the bonds at face value at any time when the outstanding amount is 10% below the
aggregate face value.

In 2011 and 2010, bonds with aggregate face values of $150,000 thousand and $50,000 thousand,
respectively, had been converted into 7,109 thousand and 2,370 thousand common shares, respectively,
at NT$21.1 per share. As of December 31, 2011, the convertible bonds had all been converted into
common shares. As of December 31, 2010, the bonds outstanding amounted to $131,790 thousand.

Domestic convertible bonds (second issuance)

On May 19, 2010, the Corporation issued five-year unsecured zero-coupon domestic convertible bonds
with an aggregate face value of $150,000 thousand, each with a face value of $100 thousand. The
Corporation bifurcated the bonds into the bond conversion option (equity component) and the bond
liability component. On the initial recognition of these components, the amounts of the liability and
option components were $127,535 thousand and $618 thousand, respectively, with an effective rate of
3.25%. The related equity account amounted to $21,847 thousand, which was included in capital
surplus - bond conversion option and was valuated at the initial face value of bonds minus fair value of
the liability account.
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Bondholders may exercise their put options at the conversion price from a month after the issuance date
to the 10th day before the expiry date. After holding the bonds for three years, bondholders may also
ask the Corporation to buy back the conversion bonds at face value in cash plus the accrued interest
compensation expense. The interest rate of 3.03% is used for the interest compensation expense for
the third year from bond issuance. If the quoted market price exceeds 30% of the conversion price for
30 consecutive trading days within a period from a month after the issuance date to the 11th day before
the maturity date, the Corporation may cash in the bonds within 30 trading days. The Corporation
may also cash in the bonds at face value at any time when the outstanding amount is 10% below the
aggregate face value.

In 2011, bonds with a face value of $150,000 thousand were converted into 7,109 thousand shares at
NT$21.1 per share. As of December 31, 2011, the convertible bonds had all been converted into
common shares. As of December 31, 2010, the bonds outstanding amounted to $130,100 thousand.

13. LONG-TERM LOANS

December 31, 2011

Current Long-term
Portion Loans Total
Credit bank
Syndicated loan - Industrial Bank of Taiwan,
etc. $ - $ 550,000 $ 550,000
Taiwan Cooperative Bank 68,689 24,503 93,192
China Development Industrial Bank 17,646 - 17,646
$ 86,335 $ 574,503 $ 660,838
December 31, 2010
Current Long-term
Portion Loans Total
Credit bank
Syndicated loan - Industrial Bank of Taiwan,
etc. $ - $ 500,000 $ 500,000
Taiwan Cooperative Bank 102,383 93,175 195,558
China Development Industrial Bank 70,587 35,297 105,884

$ 172,970 $ 628,472 $ 801,442

-79-



a. Syndicated loan - Industrial Bank of Taiwan, etc.:

On August 15, 2008, the Corporation obtained an unsecured loan of $900,000 thousand from a banking
syndicate comprising the Industrial Bank of Taiwan, Chinatrust Commercial Bank, Taipei Fubon
Commercial Bank, Chang Hwa Bank, Hua Nan Bank, Mega International Commercial Bank and
Cathay United Bank. In December 2010, the Corporation fully repaid this loan ahead of its maturity in
August 2011. In July 2010, the Corporation obtained another unsecured loan of $1,000,000 thousand
from a banking syndicate comprising the Industrial Bank of Taiwan, Taipei Fubon Commercial Bank,
Chinatrust Commercial Bank, Taiwan Cooperative Bank, Taiwan Land Bank and five other banks.
Related information as of December 31, 2011 and 2010 is as follows:

Amount to Interest
Credit Line Be Paid Rate Repayment
December 31, 2011
Unsecured loan $ 1,000,000 $ 550,000 1.703%  Credit lines may be used on a
resolving basis and are due
in December 2013
December 31, 2010
Unsecured loan 1,000,000 500,000 1.45%  Credit lines may be used on a

resolving basis and are due
in December 2013

Under the loan agreement, certain financial ratios based on audited annual and semiannual consolidated
financial statements of the Corporation must be in accordance with the criteria stated in the agreements.
As of December 31, 2011 and 2010, the Corporation had both met such criterias.

b. Taiwan Cooperative Bank: Secured loan; repayable monthly from October 2004 to September 2014;
annual interest - 2.38%-2.43% in 2011 and 2.16%-2.21% in 2010.

c. China Development Industrial Bank: Secured loan; repayable quarterly from April 2008 to April 2012;
under the loan agreement, certain financial ratios based on audited annual standalone and consolidated
financial statements of the Corporation must be in accordance with the criteria stated in the agreements;
annual interest - 2.05%-2.06% in 2011 and 1.82%-1.83% in 2010.

14. STOCKHOLDERS’ EQUITY

As of December 31, 2011, the Corporation’s Article of Incorporation stipulated that the Corporation’s total
authorized capital should be $3,000,000 thousand, or a total of 300,000 thousand shares with NT$10.00 par
value. The Corporation’s board of directors is entitled either to issue these shares in batches or to make a
one-time issuance of all the shares. Of the authorized capital, $300,000 thousand, or a total of 30,000
thousand shares, should be reserved for an employee stock option plan, preferred stock with warrant, and
bonds with warrants attached. As of December 31, 2011, the Corporation’s paid-in capital was
$1,525,685 thousand.

Under the Corporation’s Articles of Incorporation, the Corporation should make appropriations from its net
income in following order:

a. Pay all taxes.

b. Offset its losses in previous years.
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c. Setaside a legal reserve at 10% of annual net income.

d. Set aside reverse a special reserve.

e. Remuneration of 3% (maximum) to directors and supervisors;
f.  Bonuses of 1% to 25% to employees; and

g. The remainder, together with the unappropriated earnings of prior years, to be distributed to the
stockholders.

These appropriations should be approved by the stockholders in, and given effect to in the financial
statements of, the year following the year of earnings generation.

To meet the requirements for present and future operational expansion and to satisfy the stockholders’ need
for cash inflow, the Corporation’s dividend policy states that dividends will be in the form of shares and/or
cash, with cash dividends to be at least 10% of total dividends.

Based on past experience, the bonus to the Corporation’s employees and the remuneration to directors and
supervisors for 2011 was calculated at 15% and 3%, respectively, of net income net of the 10% deduction
for legal reserve.

Based on past experience, the bonus to the Corporation’s employees and the remuneration to directors and
supervisors for 2010 was calculated at 15% and 3%, respectively, of net income net of the 10% deduction
for legal reserve.

If a bonus estimate differs from the amount approved by the stockholders, the difference is recorded in the
year of stockholders’ resolution as a change in accounting estimate.

If bonus shares are resolved to be distributed to employees, the number of shares is determined by dividing
the amount of bonus by closing price (after considering the effect of cash and stock dividends) of the shares
of the day preceding stockholders’ meeting.

Under the Company Law, capital surplus can only be used to offset a deficit. However, the capital surplus
from shares issued in excess of par (additional paid-in capital from issuance of common shares, conversion
of bonds and treasury stock transactions) and donations may be capitalized, which however is limited to a
certain percentage of the Corporation’s paid-in capital. Under the revised Company Law issued on
January 4, 2012, the aforementioned capital surplus also may be distributed in cash. The capital surplus
from long-term investments may not be used for any purpose.

Based on a directive issued by the Securities and Futures Bureau, an amount equal to the net debit balance
of certain stockholders’ equity accounts shall be transferred from unappropriated earnings to a special
reserve. Any special reserve appropriated may be reversed to the extent of the decrease in the net debit
balance.

Under the Company Law, legal reserve should be appropriated until the accumulated reserve equals the
Corporation’s authorized capital. The reserve may only be used to offset deficit. Under the revised
Company Law issued on January 4, 2012, when the legal reserve has exceeded 25% of the Corporation’s
paid-in capital, the excess may be transferred to capital or distributed in cash.
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The appropriations from the 2010 and 2009 earnings were approved by the stockholders on June 15, 2011
and June 15, 2010, respectively, as follows:

Appropriation of Earnings
and Capitalization of

Capital Surplus Dividends Per Share (NT$)
2010 2009 2010 2009
Legal reserve $ 27555 $ 19,031
Stock dividends 37,199 38,572 $0.249 $0.302
Cash dividends 111,596 38,571 0.749 0.302

The cash bonus to employees of $37,199 thousand and remuneration to directors and supervisors of $7,440
thousand for 2010 were approved in the stockholders” meeting on June 15, 2011. The approved amount of
the cash bonus to employees and remuneration to directors and supervisors was not different from the
accrued amount reflected in the financial statements for the year ended December 31, 2010.

The cash bonus to employees of $14,164 thousand and remuneration to directors and supervisors of $2,824
thousand for 2009 were approved in the stockholders’ meeting on June 15, 2010. The approved amount of
the cash bonus to employees and remuneration to directors and supervisors was not different from the
accrued amount reflected in the financial statements for the year ended December 31, 2009.

The appropriation of earnings for 2011 had been proposed in the Board of Directors on March 21, 2012.
The appropriations and dividends per share were as follows:

Appropriation  Dividends Per
of Earnings Share (NT$)

Legal reserve $ 30,291
Stock dividends 40,893 $0.268
Cash dividends 110,416 0.724

The 2011 appropriations of earnings, bonus to employees and remuneration to directors and supervisors
will be resolved by the stockholders in the meeting.

Information on the bonus to employees, directors and supervisors is available on the Market Observation
Post System website of the Taiwan Stock Exchange.

15. COMPENSATORY STOCK OPTIONS
a. Employee stock options granted on or after July 1, 2008

Exercise Price
Effective Date Resolution Date Units (In New Taiwan Dollars)

2011.09.19 2011.09.26 3,500 $20.70
Each of the option represented 1,000 common shares of the Corporation. The term of these options is
five years. These options may be exercised after two years from the grant date. Under the terms of

the stock option plan, if the number of the Corporation’s common shares changes, the exercise price is
not be adjusted.
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The Corporation’s stock options in 2011 are summarized as follows:

2011
September 26, 2011 Issued
Weighted-
average
Exercise
Thousand Price
Units (In Dollars)
Outstanding units, beginning of year - $ -
Granted units 3,500 20.70

Exercised units - -
Canceled units - -

Outstanding units, end of year 3,500
Exercisable units, end of year -
Stock options outstanding as of December 31, 2011 are summarized as follows:

Exercisable Stock

Outstanding Stock Options as of Options as of
December 31, 2011 December 31, 2011
Weighted-  Weighted- Weighted-
average average average
Remaining Exercise Exercise
Thousand  Contractual Price Thousand Price
Exercise Price Units Life (Years) (In Dollars) Units (In Dollars)
NT$20.70 3,500 4.74 years $ 20.70 - $ 20.70

Compensation cost recognized was $2,118 thousand for the year ended December 31, 2011.

Had the Black-Scholes pricing model been used to calculate compensation cost using the fair value
method, the assumptions would have been as follows:

September 26, 2011

Issued
Assumptions Expected dividend yield 4.21%
Risk-free interest rate 1.12%
Expected duration 5 years
Expected volatility 48.66%
Weighted-average fair value (in dollars) $5.80
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b. Employee stock options granted before July 1, 2008

Effective Date Resolution Date Units Exercise Price (In New Taiwan Dollars)
2006.03.29 2006.04.07 5,520 $27.86 (original price - $57.20)
2007.12.13 2007.12.18 5,000 $48.08 (original price - $68.20)

10,520

Each of the option represented 1,000 common shares of the Corporation. The term of these options is
five years. These options may be exercised after two years from the grant date. Under the terms of
the stock option plan, if the number of the Corporation’s common shares changes, the exercise price
will be revised.

The Corporation’s stock options in 2011 and 2010 are summarized as follows:

2011
December 18, 2007 Issued April 7, 2006 Issued
Weighted- Weighted-
average average
Exercise Exercise
Thousand Price Thousand Price
Units (In Dollars) Units (In Dollars)
Outstanding units, beginning of year 3,545 $48.08 2,355 $27.86
Exercised units - - (570) 27.86
Canceled units (325) 48.08 (1,785) 27.86
Outstanding units, end of year 3,220 -
Exercisable units, end of year 2,254 -
2010
December 18, 2007 Issued April 7, 2006 Issued
Weighted- Weighted-
average average
Exercise Exercise
Thousand Price Thousand Price
Units (In Dollars) Units (In Dollars)
Outstanding units, beginning of year 4,041 $49.53 2,912 $29.00
Exercised units - - (276) 28.43
Canceled units (496) 48.22 (281) 27.86
Outstanding units, end of year 3,545 48.08 2,355 27.86
Exercisable units, end of year 2,543 48.08 2,195 27.86
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Stock options outstanding as of December 31, 2011 are summarized as follows:

Exercisable Stock

Outstanding Stock Options as of Options as of
December 31, 2011 December 31, 2011
Weighted-  Weighted- Weighted-
average average average
Remaining Exercise Exercise
Thousand  Contractual Price Thousand Price
Exercise Price Units Life (Years) (In Dollars) Units (In Dollars)
NT$48.08 3,220 0.96 years $ 48.08 2,254 $ 48.08

Stock options outstanding as of December 31, 2010 are summarized as follows:

Exercisable Stock

Outstanding Stock Options as of Options as of
December 31, 2010 December 31, 2010
Weighted-  Weighted- Weighted-
average average average
Remaining Exercise Exercise
Thousand  Contractual Price Thousand Price
Exercise Price Units Life (Years) (In Dollars) Units (In Dollars)
NT$48.08 3,545 1.96 years $ 48.08 2,543 $ 48.08
27.86 2,355 0.26 years 27.86 2,195 27.86

No compensation cost under the intrinsic value method was recognized for 2011 and 2010.

Had the Corporation used the fair value method, the pro forma net income and basic and diluted
earnings per share (EPS) of the Corporation in 2011 and 2010 would have been as follows:

2011 2010
New Taiwan Dollars New Taiwan Dollars

Net income Actual $302,908 thousand $275,548 thousand

Pro forma $299,532 thousand $265,704 thousand
EPS - basic Actual $2.07 $2.09

Pro forma $2.04 $2.02
EPS - diluted Actual $1.96 $1.90

Pro forma $1.93 $1.79

Had the Black-Scholes pricing model been used to calculate compensation cost using the fair value
method, the assumptions would have been as follows:

December 18, 2007 April 7, 2006

Issued Issued
Assumptions  Expected dividend yield - -
Risk-free interest rate 2.43% 1.82%
Expected duration 3.875 years 4 years
Expected volatility 44.35% 30.25%
Weighted-average fair value (in dollars) $25.17 $15.22
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16. EARNINGS PER SHARE

The numerators and denominators used in calculating earnings per share (EPS) were as follows:

Weighted-
average Earnings Per Share
Amounts (Numerator) Number of (Dollars)
Income Outstanding Income
Before Shares Before
Income Net (Denominator; Income Net
Tax Income Thousands) Tax Income
2011
Basic EPS
Net income of common stockholders $ 352,114 $ 302,908 146,559 $ 240 $ 207
Effect of dilutive potential common stock
Bonus to employees - - 1,928
Employee stock options - - 9
Convertible bonds 3,550 2,947 7,899
Diluted EPS
Income available to common stockholders
(including effect of dilutive potential
common stock) $ 355,664 $ 305,855 156,395 $ 227 $ 1.96
2010
Basic EPS
Net income of common stockholders $ 319,995 $ 275,548 135,574 2.36 2.03
Effect of dilutive potential common stock
Bonus to employees - - 572
Employee stock options - - 91
Convertible bonds 8,108 6,730 15,995
Diluted EPS
Income available to common stockholders
(including effect of dilutive potential
common stock) $ 328,103 $ 282,278 152,232 $ 216 $ 1.85

The ARDF issued Interpretation 2007-052 that requires companies to recognize bonuses paid to employees,
directors and supervisors as compensation expenses beginning January 1, 2008. These bonuses were
previously recorded as appropriations from earnings. If the Corporation may settle the bonus to
employees by cash or shares, the Corporation should presume that the entire amount of the bonus will be
settled in shares and the resulting potential shares should be included in the weighted average number of
shares outstanding used in the calculation of diluted EPS, if the shares have a dilutive effect. The number
of shares is estimated by dividing the entire amount of the bonus by the closing price of the shares at the
balance sheet date. Such dilutive effect of the potential shares should be included in the calculation of
diluted EPS until the stockholders resolve the number of shares to be distributed to employees at their
meeting in the following year.

The average number of shares outstanding used for EPS calculation was adjusted retroactively for the
issuance of stock dividends. Due to this adjustment, the basic net income per share before and after
income tax in 2010 decreased from NT$2.43 to NT$2.36 and from NT$2.09 to NT$2.03, respectively, and
the diluted net income per share before and after income tax in 2010 decreased from NT$2.21 to NT$2.16
and from NT$1.90 to NT$1.85, respectively.
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17. INCOME TAX

a. The reconciliation of income tax on pretax accounting income at the statutory rate of 17% and income
tax expense - current was as follows:

2011 2010

Tax on pretax accounting income at statutory rate $ 59,859 $ 54,399
Adjusted for:

Tax-free income - (996)

Permanent differences (37,602) (28,311)

Temporary differences (154) (1,959)
Investment tax credit (19,022) (18,553)
Additional 10% income tax on unappropriated earnings 9,920 9,413
Income tax expense - current $ 13,001 $ 13,993

Income tax expense - current minus the prepaid tax as of December 31, 2011 and 2010 was shown
under income tax payable.

b. Income tax expense consisted of the following:

2011 2010
Income tax expense - current $ 13,001 $ 13,993
Prior year’s income tax adjustments 667 (415)
Deferred income tax 35,538 30,869
Income tax expense $ 49,206 $ 44,447

In May 2010, the Legislative Yuan of the ROC passed the amendment of Article 5 of the Income Tax
Law, which reduced a profit-seeking enterprise’s income tax rate to 17%, effective January 1, 2010.
The Corporation recalculated its deferred tax assets and liabilities in accordance with the amended
Article and recorded the resulting difference as an income tax benefit or expense.

c. Deferred income tax assets (liabilities) consisted of the following:

December 31

2011 2010
Current
Investment tax credits $ 15,367 $ 38,626
Deferred unrealized gain, net 4912 3,972
Allowance for inventory losses 1,022 1,102
Allowance for doubtful accounts 300 151
Unrealized exchange losses (gains) (191) 2,539
Gain from valuation of financial assets, net - (1,112)
Net deferred income tax assets 21,410 45,278
Less: Valuation allowance - 7,000
$ 21410 $ 38,278
Noncurrent
Deferred unrealized gain $ 7,984 $ 10,140
Equity in net loss of investees 6,558 3,771
Investment tax credits - 19,334
Accrued pension cost (406) (439)
Net deferred income tax assets $ 14,136 $ 32,806
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As of December 31, 2011, the unused investment tax credits were as follows:

Total Tax Unused Tax Year of
Item Credits Credits Expiration
Machinery and equipment $ 5,393 $ 5,393 2012
Machinery and equipment 598 598 2013
5,991 5,991
Research and development 8,388 8,388 2012
Research and development 988 988 2013
9,376 9,376
$ 15,367 $ 15,367

Income tax returns through 2009 had been examined and cleared by the tax authorities.
d. Information on the Imputation Income Tax System is as follows:

December 31

2011 2010
Balances of the imputation credit account $ 28,361 $ 28,670

The estimated and actual ratios of imputation tax credits to undistributed earnings as of December 31,
2011 and 2010 were 6.63% and 8.50%, respectively.

The credit allocable to the stockholders is calculated on the basis of the balance of ICA on the date of
dividend distribution. Thus, the estimated rate as of December 31, 2010 may differ from the actual
rate depending on the ICA balance on the dividend distribution date.

e. Information on integrated income tax is as follows:

December 31

2011 2010
Unappropriated earnings generated before January 1, 1998 $ - $ -
Unappropriated earnings generated on or after January 1, 1998 623,038 496,480

$ 623,038 $ 496,480

f.  Under the Integrated Income Tax System, which took effect on January 1, 1998, resident stockholders
are allowed a tax credit for the income tax paid by the Corporation on earnings generated since 1998.
An imputation credit account is maintained by the Corporation for such income tax and the tax credit
allocated to each stockholder.

18. PENSION PLAN
The pension calculation under the Labor Pension Act is under a defined contribution plan. The rate of an
employer’s monthly contributions to the Labor Pension Fund should not be less than 6% of each

employee’s monthly salary or wage. The Corporation has contributed amounts equal to 6% of each
employee’s monthly salary or wage beginning July 1, 2005.
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Pension expenses recognized under the defined contribution plan were $7,529 thousand and $7,239
thousand in 2011 and 2010, respectively. Accrued pension liabilities under the defined contribution plan,
which were accounted for as accrued expenses, amounted to $1,240 thousand and $1,225 thousand as of
December 31, 2011 and 2010, respectively.

Following the Labor Standards Law, which was promulgated earlier than the Act, the Corporation set up a
defined benefit plan, which provides benefits based on length of service and average basic salaries or wages
of the last six months before retirement. Before September 1, 2007, the Corporation made monthly
contributions to a retirement fund equal to 2% of salaries and wages. The fund is administered by the
employees’ pension plan committee and deposited in the committee’s name in the Bank of Taiwan. The
registration with the New Taipei City Government of the temporary cessation of defined benefit pension
fund contributions between September 1, 2007 and August 31, 2011 had been approved.

Other information on the defined benefit pension plan is as follows:

a. Pension cost components

2011 2010
Service cost $ - $ -
Interest cost 338 302
Expected return on plan assets (266) (262)
Amortization 116 62
Net pension cost $ 188 $ 102

b. Reconciliation of the fund status of the plan and accrued pension cost

December 31

2011 2010
Benefit obligation
Vested benefit obligation $ 153 $ 152
Non-vested benefit obligation 11,842 12,148
Accumulated benefit obligation 11,995 12,300
Additional benefits based on future salaries 2,620 2,754
Projected benefit obligation 14,615 15,054
Fair value of plan assets (14,126) (13,328)
Funded status 489 1,726
Unrecognized net transition obligation (161) (173)
Unrecognized net benefit (3,011) (3,789)
Prepaid pension (classified under other assets - miscellaneous) $ (2,683) $ (2,236)
December 31
2011 2010
c. Vested benefit $ 163 $ 163
d. Actuarial assumptions
Discount rate 2.00% 2.25%
Future salary increase rate 1.00% 1.00%
Expected rate of return on plan assets 2.00% 2.00%

-89 -



e. Contributions and payments

Contributions
Payments

19. PERSONNEL, DEPRECIATION AND AMORTIZATION EXPENSES

Personnel expenses
Payroll
Labor and health insurance
Pension
Others

Depreciation
Amortization

Personnel expenses
Payroll
Labor and health insurance
Pension
Others

Depreciation
Amortization

20. RELATED-PARTY TRANSACTIONS

a. The Corporation’s related parties were as follows:

Related Party

2011 2010
$ 635 $ -
$ - $ -

2011

Operating Operating
Cost Expense Total
$ 138,394 $ 79,763 $ 218,157
9,999 3,400 13,399
5,478 2,239 7,717
100 4450 _ 4550
$ 153,971 $ 89,852 $ 243,823
$ 176,604 $ 9833 $ 186,437
$ 330 $ 1533 $ 1863
2010
Operating Operating
Cost Expense Total
$ 137,879 $ 68,464 $ 206,343
9,255 2,834 12,089
5,429 1,912 7,341
140 2,604 2,744
$ 152,703 $ 75814 $ 228,517
$ 176,972 $ 9,889 $ 186,861
$ 384 $ 900 $ 1284

Relationship with the Corporation

China Development Industrial Bank
Warpspeed Corporation (B.V.1.)
Topoint Technology Co., Ltd. (B.V.1.)
Topoint Japan Co., Ltd.

Unipoint Technology Co., Ltd.

Shanghai Topoint Precision Technology Co., Ltd.
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Subsidiary
Subsidiary
Subsidiary
Subsidiary

Subsidiary of Topoint Technology Co., Ltd.

(B.V.1)
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Related Party Relationship with the Corporation

Sharpoint Technology (Qinhuangdao) Co., Ltd. Subsidiary of Topoint Technology Co., Ltd.

(B.V.1.)

Sharpoint Technology (Shenzhen) Co., Ltd. Subsidiary of Topoint Technology Co., Ltd.
(B.V.1.)

Sharpoint Technology (Suzhou) Co., Ltd. Subsidiary of Topoint Technology Co., Ltd.
(B.V.1.)

Kunshan Restek Technology Co., Ltd. Subsidiary of Shanghai Topoint Precision

Technology Co., Ltd.
Unipoint Technology Holdings Co., Ltd. (B.V.l.)  Subsidiary of Unipoint Technology Co., Ltd.

Unipoint Technology Shenzhen Co., Ltd. Subsidiary of Unipoint Technology Holdings Co.,
Ltd. (B.V.l.)
Unimicron Technology Corporation The parent company of equity-method investee of

Unipoint Technology Co., Ltd.
(Concluded)

Significant transactions with the related parties were as follows:

2011 2010
% to % to
Amount Total Amount Total
For the year
Sales
Unimicron Technology Corporation $ 217,811 20 $ 338,595 28
Warpspeed Corporation (B.V.1.) 184,568 18 310,636 26
Shanghai Topoint Precision Technology Co.,
Ltd. 75,200 7 - -
Sharpoint Technology (Qinhuangdao) Co.,
Ltd. 56,085 5 - -
Unipoint Technology Co., Ltd. 1,734 - - -
$ 535,398 _50 $ 649,231 54
Purchase of materials
Unimicron Technology Co., Ltd. $ 6,353 1 $ 5,797 1
Warpspeed Corporation (B.V.1.) 1,825 1 3,750 1
Shanghai Topoint Precision Technology Co.,
Ltd. 1,547 - - -
$ 9,725 2 $ 9547 2
Rental income
Unipoint Technology Co., Ltd. $ 33 100 $ 36 100
Other revenue
Unipoint Technology Co., Ltd. $ 448 54 $ - -
Rental expense
Unipoint Technology Co., Ltd. $ 100 - $ - -
Interest expense
China Development Industrial Bank $ 1,046 6 $ 2078 9
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The Corporation has leased the office to Unipoint Technology Co., Ltd. and receives the rental monthly.

The Corporation has leased the plant from Unipoint Technology Co., Ltd. and pays the rental monthly.

2011 2010
% to % to
Amount Total Amount Total
At end of year
Notes and accounts receivable - related parties
Sharpoint Technology (Qinhuangdao) Co.,
Ltd.
Accounts receivable $ 39,375 57 $ - -
Payment on behalf of others 18 - - -
39,393 57 - -
Unimicron Technology Corporation
Accounts receivable 13,859 20 104,909 70
Shanghai Topoint Precision Technology Co.,
Ltd.
Accounts receivable 7,418 11 - -
Warpspeed Corporation (B.V.1.)
Accounts receivable 5,763 8 38,226 26
Payment on behalf of others 149 - 270 -
Receivables on equipment - - 5971 4
5,912 8 44,467 30
Unipoint Technology Co., Ltd.
Accounts receivable 1,821 3 - -
Other receivables 56 - - -
1,877 3 - -
Topoint Japan Co., Ltd.
Payment on behalf of others 382 1 168 -
$ 68,841 100 $ 149,544 100
Refundable deposits
Unipoint Technology Co., Ltd. $ 100 2 $ - -
Interest payable (classified under accrued
expenses)
China Development Industrial Bank $ 4 - $ 21 -
Notes and accounts payable - related parties
Warpspeed Corporation (B.V.1.) $ 800 62 $ 271 28
Unimicron Technology Corporation 316 25 712 72
Shanghai Topoint Precision Technology Co.,
Ltd. 162 13 -
Unipoint Technology Co., Ltd. 5 - - -
$ 1,283 100 $ 983 100
Current portion of long-term loans
China Development Industrial Bank $ 17,646 20 $ 70,587 41
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2011 2010

% to % to
Amount Total Amount Total
Long-term loans
China Development Industrial Bank $ - - $ 35,297 6
Guarantee deposits received
Unipoint Technology Co., Ltd. $ 3 - $ 3 -

In 2010, the Corporation sold equipment to Warpspeed Corporation (B.V.l.), which had a net book
value of $5,664 thousand, for $6,207 thousand (US$205 thousand). The gain on this sale was $543
thousand.

Except for the selling price, purchase cost and other payment terms of the transactions with Warpspeed
Corporation (B.V.l.), Shanghai Topoint Precision Technology Co., Ltd., Sharpoint Technology
(Qinhuangdao) Co., Ltd., and Unipoint Technology Co., Ltd., the terms and conditions of related-party
transactions were similar to those for third parties.

c. Compensation of directors, supervisors and management personnel:

Year Ended December 31

2011 2010
Salaries $ 14,241 $ 12,648
Incentives 237 327
Bonus 4,907 7,161
$ 19,385 $ 20,136

The compensations of directors, supervisors and management personnel for the year ended December
31, 2011 were estimated; the compensation of directors, supervisors and management personnel for the
year ended December 31, 2010 included the bonuses appropriated from the 2010 earnings, which were
approved in the stockholders’ meeting on June 15, 2011.

21. ASSETS PLEDGED OR MORTGAGED

The following assets had been pledged or mortgaged as collaterals for short-term and long-term bank loans:

December 31

2011 2010
Net property, plant and equipment $ 914,305 $ 1,035,211
Certificates of deposits - restricted - 60,000

$ 914,305 $ 1,095,211

Of the above pledged certificates of deposits, a collateral amounting to $60,000 thousand was used to
guarantee a letter of credit of Sharpoint Technology (Qinuangdao) Co., Ltd. in 2010.
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22. SIGNIFICANT COMMITMENTS AS OF DECEMBER 31, 2011
a. The Corporation guaranteed bank loans of $151,375 thousand of Topoint Technology Co., Ltd. (B.V.1.).;
$336,991 thousand of Sharpoint Technology (Qinhuangdao) Co., Ltd.; $30,729 thousand of Unipoint
Technology Shenzhen Co., Ltd.; $344,530 thousand of Sharpoint Technology (Shenzhen) Co., Ltd.; and
$105,963 thousand of Sharpoint Technology (Suzhou) Co., Ltd.

b. The Corporation had a commitment to buy machinery and equipment for $4,564 thousand.

23. SIGNIFICANT FOREIGN-CURRENCY FINANCIAL ASSETS AND LIABILITIES

Significant financial assets and liabilities in foreign currency are summarized as follows:
(In Thousands of New Taiwan Dollars and Foreign Currencies)

December 31

2011 2010
Foreign Exchange New Taiwan Foreign Exchange New Taiwan
Currencies Rate Dollars Currencies Rate Dollars

Financial assets
Monetary items

KRW $ 2,850,321 0.0263 $ 74,963 $ 2,924,328 0.0262 $ 76,617

JPY 7,834 0.3906 3,060 13,884 0.3582 4,973

usD 4,213 30.275 127,561 10,460 29.1300 304,700
Long-term equity

investments

usD 85,211 30.275 2,579,759 67,556 29.1300 1,967,899

Financial liabilities

Monetary items

usD 1,850 30.275 56,009 811 29.1300 23,624
Credit balance on the

carrying value of

long-term

investment

JPY 1,107 0.3906 432 469 0.3582 168

24. FINANCIAL INSTRUMENTS

a. Fair values of financial instruments:
December 31

2011 2010
Carrying Carrying
Amount Fair Value Amount Fair Value
Nonderivative financial instruments
Assets
Cash $ 198,627 $ 198,627 $ 259,607 $ 259,607
Available-for-sale financial assets 25,660 25,660 23,204 23,204
Notes receivable 4,904 4,904 5,262 5,262
Accounts receivable 151,532 151,532 162,218 162,218
Notes and accounts receivable - related parties 68,841 68,841 149,544 149,544
Other financial assets 5,347 5,347 9 9
Certificates of deposits - restricted - - 60,000 60,000
Long-term equity investments accounted for by the
equity method 2,799,319 2,799,504 2,124,454 2,124,620
Refundable deposits 5,921 5,921 5,540 5,540

(Continued)
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December 31

2011 2010
Carrying Carrying
Amount Fair Value Amount Fair Value
Liabilities
Short-term loans $ 65413 $ 65413 $ 20,000 $ 20,000
Notes payable 31 31 - -
Accounts payable 37,101 37,101 50,300 50,300
Notes and accounts payable - related parties 1,283 1,283 983 983
Income tax payable 12,960 12,960 13,961 13,961
Accrued expenses 122,666 122,666 109,194 109,194
Current portion of long-term loans 86,335 86,335 172,970 172,970
Bonds payable - - 261,890 261,890
Long-term loans 574,503 574,503 628,472 628,472
Guarantee deposits received 10,599 10,599 10,199 10,199
Credit balance on the carrying value of long-term
investments 432 432 168 168
Financial derivatives are classified in accordance with
the geographic location of the trading transaction
In Taiwan
Financial assets - - 597 597

(Concluded)

The Corporation uses the following methods and assumptions to estimate the fair values of its financial
instruments:

1) For financial instruments, except those mentioned in (2), (3) and (4) below, the carrying values
reported in the balance sheet approximate their fair values because of their short maturities.

2) The fair values of financial assets at fair value through profit or loss and available-for-sale financial
assets are based on quoted prices. The fair value of long-term investments and the fair value of the
credit balance on the carrying value of long-term investments are based on the net asset values of
the investments.

3) The fair values of refundable deposits and guarantee deposits received are determined at their
carrying amounts.

4) The fair value of long-term loans is estimated using the present value of future cash flows
discounted at the interest rates the Corporation may obtain for similar loans.

The fair values of financial instruments were as follows:

Amount Based on Amount Determined Using
Quoted Market Price Valuation Techniques
December 31 December 31
2011 2010 2011 2010
Assets
Financial assets at fair value through profit or loss
(FVTPL) $ - $ - $ - $ 597
Available-for-sale financial assets 25,660 23,204 - -

On financial assets at FVTPL that had fair values based on estimates obtained through valuation
techniques, there were gains of $3,258 thousand in 2011 and $7,108 thousand in 2010 due to the
changes in fair values.
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e.

Financial risks
1) Market risk

The Corporation’s available-for-sale assets were publicly traded securities, with fair values that are
affected by changes in market prices.

2) Credit risk

Credit risk represents the potential loss that would be incurred by the Corporation if the
counter-parties breach contracts. Financial instruments with positive fair values at the balance
sheet date are evaluated for credit risk. The amount of the maximum credit risk of financial
instruments held by the Corporation is equal to its carrying values.

3) Liquidity risk
The Corporation’s available-for-sale financial instruments are publicly traded in an active market

and can be sold in the market at their fair values. Thus, no significant demand for extra cash is
expected.

25. ADDITIONAL DISCLOSURES

Following are the additional disclosures required by the Securities and Futures Bureau, Financial
Supervisory Commission for the Corporation and its investees:

a.

b.

Financing provided: Table 1 (attached)
Endorsement/guarantee provided: Table 2 (attached)
Marketable securities held: Table 3 (attached)

Marketable securities acquired and disposed of at costs or prices of at least NT$100 million or 20% of
the paid-in capital: Table 4 (attached)

Acquisition of individual real estates at costs of at least NT$100 million or 20% of the paid-in capital:
None

Disposal of individual real estates at prices of at least NT$100 million or 20% of the paid-in capital:
None

Total purchase from or sale to related parties amounting to at least NT$100 million or 20% of the
paid-in capital: Table 5 (attached)

Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital:
None

Names, locations, and related information of investees on which the Corporation exercises significant
influence: Table 6 (attached)

Derivative financial transactions: Notes 5 and 24
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26.

27.

k. Investment in Mainland China

1) Name of the investees in Mainland China, main businesses and products, paid-in capital, method of
investment, information on inflow or outflow of capital, percentage of ownership, investment
income or loss, ending balance of investment, dividends remitted by the investee, and the limit of
investment in Mainland China: Table 7 (attached)

2) Significant direct or indirect transactions with the investee company, prices, payment terms, and
unrealized gain or loss:

a) Amount and percentage of sales; the balance and percentage of related accounts payables:
Table 8 (attached)

b) Amount and percentage of purchase; the balance and percentage of related accounts receivables:
Table 8 (attached)

c) Gain (loss) on and amounts of assets: None

d) The balance and purpose of note endorsement/guarantee provided or collateral security pledged:
Table 2 (attached)

e) Maximum balance for the period, ending balance, interest rate and amount of financing
provision: Table 1 (attached)

f) Other transactions which have significant influence over current year’s gain or loss or financial
status: None

SEGMENT INFORMATION

The Corporation’s operating segment financial information is disclosed in the consolidated financial
statements for 2011.

PRE-DISCLOSURE FOR THE ADOPTION OF INTERNATIONAL FINANCIAL REPORTING
STANDARDS

Under Rule No. 0990004943 issued by the Financial Supervisory Commission (FSC) on February 2, 2010,
the Corporation has disclosed the information on the adoption of International Financial Reporting
Standards (IFRSs) in the consolidated financial statements. As of December 31, 2011, the Corporation
had assessed the material differences between the existing accounting policies and the accounting policies
to be adopted under IFRSs.
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TOPOINT TECHNOLOGY CO., LTD. AND INVESTEES

FINANCING PROVIDED
YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 1

Collateral Financing Financing
. . Financial Maximum Ending . . . Reason for Limit for Company’s
No. Flnanc:l:lgrggmpany Counter-Party Statement Balance for Balance Interest Rate Fégzzglnnsg T':PHS:S;? " | Short-term Alg):éag(;%{or ltem Value Each Financing
Account the Period (Note 4) Financing Borrowing Amount
Company Limits
1 |Topoint Technology |Shanghai Topoint Other receivables | US$ 3,000 | US$ - - Short-term | $ - |Operating $ - - $ $ 3,746,196 | $ 3,746,196
Co., Ltd. (B.V.1.) Precision Technology thousand financing turnover (Note 3) (Note 3)
Co., Ltd.
Sharpoint Technology Other receivables | US$ 2,000 | US$ 2,000 2.07% Short-term - |Operating - - 3,746,196 3,746,196
(Qinhuangdao) Co., thousand thousand financing turnover (Note 3) (Note 3)
Ltd.
Sharpoint Technology Other receivables | US$ 3,000 | US$ 3,000 2.15% Short-term - |Operating - - 3,746,196 3,746,196
(Shenzhen) Co., Ltd. thousand thousand financing turnover (Note 3) (Note 3)
2 |Shanghai Topoint Sharpoint Technology Other receivables | RMB 9,000 - - Short-term - |Operating - - 3,746,196 3,746,196
Precision (Qinhuangdao) Co., thousand financing turnover (Note 3) (Note 3)
Technology Co., Ltd.
Ltd. Kunshan Restek Other receivables | RMB 2,000 | RMB 2,000 6.56% Short-term - |Operating - - 3,746,196 3,746,196
Technology Co., Ltd. thousand thousand financing turnover (Note 3) (Note 3)
3 |Unipoint Technology |Unipoint Technology Other receivables 133,210 125,641 2.50% Short-term - |Operating - - 149,483 149,483
Co., Ltd. Holdings Co., Ltd. (US$ 4,400 |(US$ 4,150 financing turnover (Note 1) (Note 2)
(B.V.1) thousand) thousand)
4 |Unipoint Technology [Unipoint Technology Other receivables | US$ 4,400 | US$ 4,150 2.50% Short-term - |Operating - - 373,706 373,706
Holdings Co., Ltd. | Shenzhen Co., Ltd. thousand thousand financing turnover (Note 3) (Note 3)
(B.V.1.)
Note 1: The maximum financing allowed for a single party is limited to 40% of the net value of Unipoint Technology Co., Ltd. as of December 31, 2011.
Note 2:  The maximum total financing provided is limited to 40% of the net value of Unipoint Technology Co., Ltd. as of December 31, 2011.
Note 3: The maximum financing allowed for a foreign company in which the Corporation and Unipoint Technology Co., Ltd. directly and indirectly held 100% voting shares of is limited to the net value of the Corporation and Unipoint
Technology Co., Ltd. as of December 31, 2011.
Note 4: The ending balances were approved by the Board of Directors, which were the same as the loan drawdown.
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TOPOINT TECHNOLOGY CO., LTD. AND INVESTEES

ENDORSEMENT/GUARANTEE PROVIDED
YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 2

Counter-party

Limits on Each

Ratio of Accumulated
Amount of Collateral

Endorsement/ Counter-party's Maximum _ Ending Balance Value of Collaterals to Net Equity Shown in Maximum
No. Guarantee Provider Name Nature of Endorsement/ Balance for the Period (Note 5) Property, Plant, or the Latest Financial Collateral/Guarantee
Relationship| Guarantee Amounts (Note 5) Equipment Stat ts (%4 Amounts Allowable
(Note 2) atements (%)
(Note 4)
0 |Topoint Technology Co., |Shanghai Topoint Precision (Note 1) $ 2,247,718 $ 11,353 $ - $ - - $ 3,746,196
Ltd. (the “Corporation™) Technology Co., Ltd. (Note 2) (USs$ 375 (Note 2)
thousand)
Topoint Technology Co., Ltd. (B.V.l.) |Subsidiary 2,247,718 242,200 151,375 - 4 3,746,196
(Note 2) (US$ 8,000 (US$ 5,000 (Note 2)
thousand) thousand)
(Note 6)
Sharpoint Technology (Qinhuangdao) |(Note 1) 2,247,718 344,530 336,991 - 9 3,746,196
Co., Ltd. (Note 2) (US$ 11,380 (US$ 11,131 (Note 2)
thousand) thousand)
(Note 7)
Unipoint Technology Shenzhen Co.,  |(Note 1) 2,247,718 50,257 30,729 - 1 3,746,196
Ltd. (Note 2) (US$ 1,660 (US$ 1,015 (Note 2)
thousand) thousand)
(Note 8)
Sharpoint Technology (Shenzhen) Co., |(Note 1) 2,247,718 489,786 344,530 - 9 3,746,196
Ltd. (Note 2) (Note 12) (US$ 11,380 (Note 2)
thousand)
(Note 9)
Sharpoint Technology (Suzhou) Co., |(Note 1) 2,247,718 105,963 105,963 - 3 3,746,196
Ltd. (Note 2) (US$ 3,500 (US$ 3,500 (Note 2)
thousand) thousand)
(Note 10)
3 |Unipont Technology Co., |Unipoint Technology Shenzhen Co.,  |(Note 1) 373,706 90,825 52,981 - 23 373,706
Ltd. Ltd. (Note 3) (US$ 3,000 (US$ 1,750 (Note 3)
Thousand) thousand)
(Note 11)
Note 1: A foreign company which the Corporation or Unipoint Technology Co., Ltd. indirectly held over 50% voting shares.
Note 2:  The maximum total endorsement/guarantee provided is limited to the net value of the Corporation as of December 31, 2011. The maximum endorsement/guarantee provided for a single party is limited to 60% of the net value of the
Corporation as of December 31, 2011.
Note 3: The maximum total endorsement/guarantee provided and the maximum endorsement/guarantee provided for a single party are limited to the net value of Unipoint Technology Co., Ltd.
Note 4: The rate is calculated in accordance with the financial statements of the endorsement/guarantee provider.
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Note 5:

Note 6:

Note 7:

Note 8:

Note 9:

Note 10:

Note 11:

Note 12:

The maximum balance for the period and ending balance were approved by the Board of Directors.

The loan drawdown as of December 31, 2011 was $151,375 thousand (US$5,000 thousand).
The loan drawdown as of December 31, 2011 was $45,413 thousand (US$1,500 thousand).
The loan drawdown as of December 31, 2011 was $30,279 thousand (US$1,015 thousand).
The loan drawdown as of December 31, 2011 was $3,633 thousand (US$120 thousand).
The loan drawdown as of December 31, 2011 was $43,608 thousand (US$1,440 thousand).
The loan drawdown as of December 31, 2011 was $52,981 thousand (US$1,750 thousand).

The amount includes $73,807 thousand and US$13,740 thousand.
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TOPOINT TECHNOLOGY CO., LTD. AND INVESTEES

MARKETABLE SECURITIES HELD

DECEMBER 31, 2011

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 3

Relationship December 31, 2011
Holding Company Name Marketable Securities Type and Name with the Holding Financial Statement Account Shares Carrvina Value Percentage of | Market Value/ Note
Company (Thousands) ying Ownership Net Asset Value
Topoint Technology Co., Ltd. (the Stock
“Corporation”) Key Ware Electronics Co., Ltd. - Available-for-sale financial assets 1,000,000 $ 1,930 1 $ 10,000 Note 1
Zhen Ding Technology Co., Ltd. - Available-for-sale financial assets 300,000 15,960 - 15,660 Note 1
Topoint Technology Co., Ltd. (B.V.l.) Subsidiary Long-term equity investments accounted 5,880 2,579,574 100 2,579,759 Notes 2 and 3
for by the equity method
Unipont Technology Co., Ltd. Subsidiary Long-term equity investments accounted 24,570,000 218,618 58.5 218,618 Note 2
for by the equity method
Warpspeed Corporation (B.V.1.) Subsidiary Long-term equity investments accounted 50,000 1,127 100 1,127 Note 2
for by the equity method
Topoint Japan Co., Ltd. Subsidiary Long-term equity investments accounted 600 (432) 100 (432) |Note 2
for by the equity method
Topoint Technology Co., Ltd. (B.V.l.) |Share certificates
Shanghai Topoint Precision Technology Co., Ltd. Subsidiary Long-term equity investments accounted - US$ 70,606 100 US$ 70,606 Note 2
for by the equity method thousand thousand
Sharpoint Technology (Qinhuangdao) Co., Ltd. Subsidiary Long-term equity investments accounted - uUs$ 9,010 100 uUs$ 9,010 Note 2
for by the equity method thousand thousand
Sharpoint Technology (Shenzhen) Co., Ltd. Subsidiary Long-term equity investments accounted - US$ 5,143 100 US$ 5,143 Note 2
for by the equity method thousand thousand
Sharpoint Technology (Suzhou) Co., Ltd. Subsidiary Long-term equity investments accounted - US$ 1,847 100 US$ 1,847 Note 2
for by the equity method thousand thousand
Shanghai Topoint Precision Technology |[Share certificates
Co., Ltd. Kunshan Restek Technology Co., Ltd. Subsidiary Long-term equity investments accounted - RMB 4,004 75 RMB 3,927 Notes 2 and 4
for by the equity method thousand thousand
Golden Creation (Tianjin) Trade Co., Ltd. - Financial assets carried at cost - RMB 2,000 2.08 RMB 2,000 Note 5
thousand thousand
Unipoint Technology Co., Ltd. Share certificates
. Unipoint Technology Holdings Co., Ltd. (B.V.I.) Subsidiary Long-term equity investments accounted 11,200 154,403 100 154,403 Note 2
for by the equity method
Unipoint Technology Holdings Share certificates
Co., Ltd. (B.V.1.) Unipoint Technology Shenzhen Co., Ltd. Subsidiary Long-term equity investments accounted - US$ 5,100 100 US$ 5,100 Note 2
for by the equity method thousand thousand
Note 1: The market value was calculated at the closing price of the investee’s shares as of December 31, 2011.
Note 2: All investment carrying values were based on audited financial statements.
Note 3: The difference between carrying value and net asset value was an unrealized profit of $185 thousand from upstream and sidestream intercompany transactions.
Note 4: The difference between carrying value and net asset value was an investment premium of RMB77 thousand.
Note 5: The investee’s financial statements used as basis for calculating net assets value had not been audited.
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TOPOINT TECHNOLOGY CO., LTD. AND INVESTEES

MARKETABLE SECURITIES ACQUIRED AND DISPOSED OF AT COSTS OR PRICES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL

YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 4

. . . Beginning Balance Acquisition Disposal Ending Balance
Company Name Marketag:]e dSﬁ;l;:étles Type Fman'cbl‘?(l:oslizra]iement Counter-party R,gllgfclijorr?s%fi Shares Amount Shares Amount Shares Amount Carrying Gainon Shares Amount
P (Thousands) (Note 1) (Thousands) (Thousands) Value Disposal (Thousands) (Note 1)
Topoint Technology |Stock
Co., Ltd. (the Topoint Technology Co., Ltd. |Long-term equity investments - Subsidiary 5,180 | $ 1,164,559 700 | $ 205,543 - 5,880 | $ 1,370,102
“Corporation”) (B.V.1.) accounted for by the equity (Note 2) |(US$ 35,100 (US$ 7,000 (Note 2) [(US$ 42,100
method thousand) thousand) thousand)
Topoint Technology |Sharpoint Technology Long-term equity investments - Subsidiary - - - 147,583 - - 147,583
Co., Ltd. (B.V.l.) (Shenzhen) Co., Ltd. accounted for by the equity (US$ 5,000 (Us$ 5,000
method thousand) thousand)
Note 1:  The ending balance is the initial investment cost.

Note 2:

The number includes 1,670 shares representing a capitalization of retained earnings.
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TOPOINT TECHNOLOGY CO., LTD. AND INVESTEES

TOTAL PURCHASE FROM OR SALE TO RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE CAPITAL
YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLES

Transaction Details

Abnormal Transaction

Note/Account Payable or

Company Name Related Party Nature of Relationship Receivable
Purchase/ Amount % to Total Payment Terms Unit Price Payment Terms | Ending Balance % to Total
Sale (Note) (Note)
Topoint Technology Warpspeed Corporation Subsidiary Sale $ 184,568 18 Based on mutual agreement Based on mutual |Based on mutual $ 5,763 3
Co., Ltd. (the (B.V.l) agreement agreement
“Corporation™)
Unimicron Technology The parent company of Sale 217,811 10 Net 120 days after monthly - - 13,859 2
Corporation equity-method investee of closing
Unipoint Technology Co., Ltd.
Warpspeed Corporation [Topoint Technology Co., Ltd. |Parent company Purchase 184,568 99 Based on mutual agreement Based on mutual (Based on mutual (5,763) 86
(B.V.1) agreement agreement
Shanghai Topoint Precision Subsidiary of Topoint Technology |Sale 201,256 99 Based on mutual agreement Based on mutual |Based on mutual 6,427 89
Technology Co., Ltd. Co., Ltd. (B.V.1.) agreement agreement
Shanghai Topoint Warpspeed Corporation Subsidiary of Topoint Technology |Purchase 201,256 40 Based on mutual agreement Based on mutual |Based on mutual (6,427) 7

Precision Technology
Co., Ltd.

(B.V.1)

Co., Ltd. (B.V.1.)

agreement

agreement

Note:

The rate is calculated in accordance with individual financial statements of the corporation.
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TOPOINT TECHNOLOGY CO., LTD. AND INVESTEES

NAMES, LOCATIONS, AND OTHER INFORMATION OF INVESTEES ON WHICH THE COMPANY EXERCISES SIGNIFICANT INFLUENCE

YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 6

Investment Amount Balance as of December 31, 2011 Net Income Investment
Investor Company Investee Company Location Main Businesses and Products December 31, | December 31, Shares Percentage of | Carrying (Loss) of the | Gain (Loss)
2011 2010 Ownership |Value (Note 2) Investee (Note 2)

Topoint Technology Co., Ltd. Topoint Technology Co., Ltd. (B.V.I.) British Virgin Islands International investment $ 1,370,102 | $ 1,164,559 5,880 100.0 | $ 2,579,574 | $ 208,731 | $ 208,713

(Note 1)

Unipont Technology Co., Ltd. Republic of China Testing of drill bits and mounting plate bolt holes 245,700 174,000 24,570,000 58.5 218,618 (27,410) (16,146)

Warpspeed Corporation (B.V.1.) British Virgin Islands International trade 1,569 1,569 50,000 100.0 1,127 (8) (8)

Topoint Japan Co., Ltd. Japan Selling electronic components 7,667 7,667 600 100.0 (432) (235) (235)

Topoint Technology Co., Ltd. (B.V.1.) Shanghai Topoint Precision Technology Co., Ltd. Mainland China Manufacturing and selling precision equipment and 921,271 921,271 - 100.0 2,137,610 225,625 225,625

measurement facilities (US$ 27,500 | (US$ 27,500 (Us$ 70,606 | (US$ 7,677 | (US$ 7,677

thousand) thousand) thousand) thousand) thousand)

Sharpoint Technology (Qinhuangdao) Co., Ltd. Mainland China Testing of drill bits and mounting plate bolt holes 250,222 250,222 - 100.0 272,772 14,878 14,878

(Us$ 7,800 | (US$ 7,800 (US$ 9,010 | (US$ 506 | (US$ 506

thousand) thousand) thousand) thousand) thousand)

Sharpoint Technology (Shenzhen) Co., Ltd. Mainland China Testing of drill bits and mounting plate bolt holes 147,583 - - 100.0 155,690 (1,642) (1,642)

(Us$ 5,000 (US$ 5,143 | (US$ -56 | (US$ -56

thousand) thousand) thousand) thousand)

Sharpoint Technology (Suzhou) Co., Ltd. Mainland China Testing of drill bits and mounting plate bolt holes 57,960 - - 100.0 55,920 (5,232) (5,232)

(Us$ 2,000 (US$ 1,847 | (US$ -178 | (US$ -178

thousand) thousand) thousand) thousand)

Shanghai Topoint Precision Technology Kunshan Restek Technology Co., Ltd. Mainland China Manufacturing, processing and selling print circuit 14,917 - - 75.0 19,240 9,091 4,068

Co., Ltd. board (RMB 3,110 (RMB 4,004 | (RMB 1,999 | (RMB 894

thousand) thousand) thousand) thousand)

Unipoint Technology Co., Ltd. Unipoint Technology Holdings Co., Ltd. (B.V.1.) British Virgin Islands International investment 178,814 178,814 11,200 100.0 154,403 (18,258) (18,258)
(US$ 5,600 |(US$ 5,600
thousand) thousand)

Unipoint Technology Holdings Co., Ltd.  |Unipoint Technology Shenzhen Co., Ltd. Mainland China Testing of drill bits and mounting plate bolt holes 178,814 178,814 - 100.0 154,401 (18,258) (18,258)

(B.V.l) (US$ 5,600 | (US$ 5,600 (US$ 5,100 | (US$ -621 | (US$ -621

thousand) thousand) thousand) thousand) thousand)

Note 1:

Note 2:

The investees’ financial statements used as basis for calculating investment gains (losses) recognized had all been audited.
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TOPOINT TECHNOLOGY CO., LTD. AND INVESTEES

INVESTMENT IN MAINLAND CHINA
YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 7

Accumulated

Investment Flows

Accumulated

Accumulated

region

Investee Investor Main Businesses and of Paid-in Investment Type ; . of Direct or . ber 31 Remittance of
Company Name Company Name Products Capital (e.g., Direct or Indirect) from Taiwan Outflow Inflow from Taiwan Indirect Gain (Loss) | December 31, Earnings as of
as of as of (Note 2) 2011
Investment December 31,
January 1, December 31, (Note 2) 2011
2011 2011
Topoint Technology Shanghai Topoint Manufacturing and $ 1,443,066 |Indirect: Through an $ 914337 | $ - $ 914,337 100% $ 225625 | $ 2,137,610 | $ -
Co., Ltd. (the Precision Technology | selling precision (US$ 44,200 | investment company | (US$ 27,300 (US$ 27,300 (US$ 7,677 | (US$ 70,606
“Corporation”) Co., Ltd. equipment and thousand) registered in a third thousand) thousand) thousand) thousand)
measurement facilities (Note 1) region
Sharpoint Technology |[Testing of drill bits and 250,222 |Indirect: Through an 250,222 - 250,222 100% 14,878 272,772 -
(Qinhuangdao) Co., mounting plate bolt | (US$ 7,800 | investment company | (US$ 7,800 (US$ 7,800 (US$ 506 |(US$ 9,010
Ltd. holes thousand) registered in a third thousand) thousand) thousand) thousand)
region
Sharpoint Technology |[Testing of drill bits and 147,583 |Indirect: Through an - 147,583 147,583 100% (1,642) 155,690 -
(Shenzhen) Co., Ltd. mounting plate bolt | (US$ 5,000 | investment company (US$ 5,000 (US$ 5,000 (US$ -56 | (US$ 5,143
holes thousand) registered in a third thousand) thousand) thousand) thousand)
region
Sharpoint Technology |Testing of drill bits and 57,960 |Indirect: Through an - 57,960 57,960 100% (5,232) 55,920 -
(Suzhou) Co., Ltd. mounting plate bolt | (US$ 2,000 | investment company (US$ 2,000 (US$ 2,000 (US$ -178 | (US$ 1,847
holes thousand) registered in a third thousand) thousand) thousand) thousand)
region
Unipoint Technology  |Unipoint Technology  |Testing of drill bits and 178,814 |Indirect: Through an 178,814 - 178,814 58.5% (18,258) 154,041 -
Co., Ltd. Shenzhen Co., Ltd. mounting plate bolt (US$ 5,600 investment company | (US$ 5,600 (US$ 5,600 (US$ -621 |(US$ 5,100
holes thousand) registered in a third thousand) thousand) thousand) thousand)

Accumulated Investment in Investment Amounts Upper Limit on Investment
Investor Mainland Chi £ Authorized bv | Stipulated by Investment
Company Name ainlan inaas o uthorized by Investment Commission. MOEA
December 31, 2011 Commission, MOEA !
(Note 4)
Topoint Technology Co., Ltd. $ 1,370,102 $ 2,020,984 $ 2,247,718
(the “Corporation™) (US$ 42,100) (US$ 63,000) (Note 3)
Unipoint Technology Co., Ltd. 178,814 178,814 224,224
(US$ 5,600) (US$  5,600)
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Note 1:

Note 2:

Note 3:

Note 4:

The amount includes the capitalization of retained earnings of US$16,700 of Shanghai Topoint Precision Technology Co., Ltd.

Investment gains (losses) and carrying values were recognized on the basis of the investee’s financial statements audited by the independent CPA of the Corporation.

Investment amounts authorized by Investment Commission under the Ministry of Economic Affairs (MOEA) included the capitalization of retained earnings of US$16,700 thousand of Shanghai Topoint Precision Technology Co., Ltd. and US$200

thousand invested by Topoint Technology Co., Ltd. (B.V.1.).

According to the Investment Commission under the MOEA, the Corporation’s issued capital is between $80,000 thousand and $5,000,000 thousand, and the upper limit on the Corporation’s investment is at the higher of 60% of the capital or

$80,000 thousand.
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TOPOINT TECHNOLOGY CO., LTD. AND INVESTEES

SIGNIFICANT TRANSACTIONS WITH THE INVESTEE COMPANY IN MAINLAND CHINA
YEAR ENDED DECEMBER 31, 2011
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 8

% to Total of

Note/Accounts Payable or Receivable

Note

No. Investor Company Investee Company Transaction Details Amount Sales or Deferred Gain Ending Balance % to Total
Purchase
0  |Topoint Technology Co., [Shanghai Topoint Precision Sales $ 259,768 25 $ 950 $ 13,181 6 Note 1
Ltd. (the “Corporation™) Technology Co., Ltd. Purchase of materials 3,372 1 70 (962) 3 Note 1
Payment on behalf of others - - - 149 - Notes 1 and 2
Sharpoint Technology (Qinhuangdao) |Sales 56,085 5 4,450 39,375 17
Co., Ltd. Payment on behalf of others - - - 18 - Note 3
Note 1: Except for the Corporation’s direct transaction with Shanghai Topoint Precision Technology Co., Ltd., other transactions were made indirectly through Warpspeed Corporation (B.V.l.). The prices and payment terms were based on
mutual agreement.
Note 2: The transaction refers to the Corporation’s purchase of new parts, material and supplies for Shanghai Topoint Precision Technology Co., Ltd.
Note 3: The transaction refers to the Corporation’s purchase of drill bits grinder.
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VII. Review of financial position, management performance and risk management
1. Financial position
A. Financial status comparison analysis
Unit:NT$1,000

Year Difference

Item 2011 2010 Amount %

Current assets $665,539 $877,228 (211,689) (24.13)
Fixed assets 1,244,693 1,390,504 (145,811) (10.49)
Other assets 25,712 42,826 (17,114) (39.96)
Total assets 4,735,263 4,435,012 300,251 6.77
Current liabilities 356,562 393,829 (37,267) (9.46)
Long-term liabilities 574,503 890,362 (315,859) (35.48)
Other liabilities 58,002 70,022 (12,020) (a7.17)
Total liabilities 989,067 1,354,213 (365,146) (26.96)
Common stock 1,525,685 1,340,604 185,081 13.81
Capital surplus 1,187,279 1,055,571 131,708 12.48
Retained earnings 835,422 681,309 154,113 22.62
Total shareholders’ equity 3,746,196 3,080,799 665,397 21.60

Note:

(1) Current assets decrease is mainly due to the decrease of accounts receivable.

(2) Other assets decrease is mainly due to the decrease of deferred income tax assets.

(3) Long-term liabilities decrease is mainly due to the decrease of bonds payable.

(4) Total liabilities decrease is mainly due to the decrease of long-term liabilities.

(5) Retained earnings increase is mainly due to the increase of unappropriated retained earnings.

(6) Stockholders’ equity increase is mainly due to the increase of retained earnings.
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2. Management performance

A. Comparison of business performance

Unit: NT$ 1,000

Year Amount Ratio change

Item 2011 2010 change (%) ’

Net operating income $1,065,785 $1,211,763 (145,978) (12.05)
Operating cost 771,610 881,295 (109,685) (12.45)
Gross profit 288,599 326,961 (38,362) (11.73)
Operating expense 147,153 139,130 8,023 5.77
Operating income 141,446 187,831 (46,385) (24.70)
Non-operating income and gain 229,000 190,126 38,874 20.45
Non-operating expense and loss 18,332 57,962 (39,630) (68.37)
Net income before tax 352,114 319,995 32,119 10.04
Income tax expense(gain) 49,206 44,447 4,759 10.71
Net income 302,908 275,548 27,360 9.93

Analysis of financial ratio change:

2011.

(2) For gross margin decrease, please refer to B. Analysis of Gross profit.
(3) Non-operating income and gain increase is mainly due to the increase of gain of investments in 2011.

(1) Sales revenue decrease is mainly due to the decrease of customer demand in 2011.

(4) Non-operating expense and loss decrease is mainly due to the decrease of foreign exchange loss in

B. Analysis of Gross profit

Unit: NT$ 1,000

ltem Change Root cause
amount Price Cost Sales Quantity
Gross margin (36,293) (22,672) 19,746 (220) (33,147)

Remark

1. Selling difference was between the price of selling price adjustments in 2011.
2. Cost difference between price and no significant change in sales mix.

3.The quantity difference is mainly due to the increase of the total sales .

C. KPI

Industry-specific Key Performance Indicator (KPI):
The Company periodically reviews various financial and industrial key performance indicators
among businesses in the same industry to control the competitive advantages and industrial

movements in a timely manner.
(consolidated number):

The key performance indicator analyses in 2011 are as follows

Market Share (%) 22%
Quality Yield Rate (%) 98%
Production Utilization (%) 88%
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3. Analysis of Cash Flows

A. Liquidity analysis of the last two years

Year 2011 2010 Fluctuation ratio %
Item
Cash flow ratio 108.81 100.66 8.10%
Cash adequacy ratio 114.23 71.92 58.83%
Cash reinvestment ratio 5.15 7.39 (30.31)%

Analysis of financial ratio change:
(1) The cash adequacy ratio increase is mainly due to the increase of cash flows from

operating activities, decrease of Capital expenditure and Inventories.
(2) The cash reinvestment ratio decrease is mainly due to the increase of long-term investing.

B. Analysis of cash liquidity in one year
Unit:NT$ 1,000

Beginning cash | Expected net | Expected Expected Remedial measures for the
balance cash flow from| cash outflow | cash surplus expected insufficient cash
operating of the year (deficit) Investin Financin
activity of the activit ] activit ’
year Y y
198,627 273,416 295,269 176,774 - -
Remedial measures for the expected insufficient cash and liquidity analysis: N/A

4. Impact of major capital expenditure on finance and business: N/A

5. Most recent fiscal year investment policies, reasons for gain or loss and action plan in regard to investment
plans in current year and the next year:

(1) Most recent fiscal year investment policies: The degree of reinvestment profit, mainly integrated
platform to increase revenues and profits as the main policies.

(2) The main reason for reinvestment profit: The company in 2011 under the equity method Investment
income is NT$192,324,000, mainly overseas investee companies operating in good condition, due to
profit.

(3) Investment plans next year:Based on “discipline, insistence and innovation”, the perspective of
long-term strategic investment plan carefully assessed.

6. Risk Management
(1) Organization structure of risk management:

Name Responsibility
High-ranked management | -Establish risk management decision and structure
level -Ensure the effectiveness of risk management policy

(CEOQO, president)

-Implement risk management policy

-Coordinate the risk management interaction and
communication between cross departments
Chairman’s Office -Organize the implementation results of risk
management activity

-Assist and supervise the risk management activities
of the branches

Headquarters and the -Implement daily risk management activities

various departments -Self-evaluate the process of risk control activity

(2) Risk Factors

(1. Management of Economy Risk: the impact of changes of recent annual interest rate and
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exchange rate, and inflation on company income and future countermeasures:

a. |Interest rate: The Company’s interest expenses in 2011 and 2010 are respectively $18,327,000
and $22,011,000, which is reduce the amount of borrowing and interest rates. The company is
in accordance with the fund demand and received a more favorable market loan financing
interest rate and fund raising pathway, and has the most effective fund scheduling to reduce the
interest expense.

b. Exchange rate: The Company’s exchange profit in 2011 and 2010 are respectively $3,364 ,000
and $(35,604 ,000 ),therefore, the exchange profit does not have a significant influence on
company profit. In exchange rate fluctuations, the company closely monitors the changes in
foreign exchange rate, the foreign currency assets and liabilities adopted long-term foreign
exchange risk hedging trading strategy to reduce currency exchange risk.

c. Inflation: There is no significant influence on the company'’s profit due to inflation this year.

d. Future corresponding measures: The Company has grasped the changing situation of the
upstream raw material price to reduce the impact on the company profit due to the raw material
cost difference.

The economic risks control is responsible by the finance department.

2. Management of Finance Risk: transactions of high risk, high leverage investment, loan funds to
others, endorsement, and derivatives commodity:

®.

®

a. Transactions of high risk or high leverage investment: N/A.

b. The company has set up “loan funds to others”, “endorsement” and “transaction of derivatives
commodity”, etc. operation measures to be the base of the operation. Transactions of loaning
funds to others is due to the invested subsidiary having the demand for short-term financing,
therefore, until the end of December 31, 2011, the balance of loan funds to others See pages
98 of the annual report. The balance of endorsement for subsidiaries, due to business relations,
is See pages 99 of the annual report till the end of December 31, 2011. The balance of
transaction of derivatives commodity for subsidiaries, due to business relations, is See pages
94~96 of the annual report till the end of December 31, 2011.

The finance risks control is responsible by the finance department.

Future R&D plans and expected R&D investment expense

The future research and development still focuses on micro drills (0.03mm), the expected
investment amount is about 3% of the operating revenue. This will help to cope with the industrial
technology demand to increase the development of Flipchip drill performance and DDRII tools.

The impact of change in major policies, and laws, in Taiwan, and abroad, upon the financial
standing of the company and the countermeasures:
The operations of the company have all followed the relevant laws and regulations, and
noticed the policy direction and corresponded with the strategy appropriately; therefore, the
company can always effectively correspond and grasp the domestic and international important
policy and legal changes.

The impact of change in technology and industry upon the financial standing of the company and
the countermeasures:
The company always attaches great attention to the relevant technology changes of the industry
to grasp the market trend and assess the impact it may cause to the company operations.

The impact of change in corporate image upon corporate risk management and the
countermeasures:

Since the establishment of the company, it has been actively strengthening internal management,

improving management quality and effectiveness, continuing to follow and implement various

corporate governance requirements, setting up independent directors and supervisors, and

appointing relevant experts to provide timely advice to reduce the occurrence of risks and the

impact of risks to the company.

Expected benefit(s) and possible risk(s) for M&A activities: N/A
Expected profit and possible risk of plant expansion: N/A

Purchase and sales risks and the countermeasures: The Company sought to scatter suppliers or
customers to reduce its risk caused by excessive concentration.
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0. The impact upon and potential risks for the company due to a significant transfer and the impact
upon and potential risks for the company due to a significant transfer and change in shareholding
of the directors and supervisors or major shareholders holding over 10%: N/A

@. The impact of change in management and its potential risks: N/A

{©. Litigation and non-litigation matters:
a.The company’s major legal issues, non-legal issues, or administrative lawsuits settled or
pending that may have a significant impact on shareholders’ equity or security price in the past

two years: N/A

b.The major legal issues, non-legal issues, or administrative lawsuits settled or pending involved
with the directors, supervisors, president and essential persons in charge, shareholders holding
over 10% of shares that may have a significant impact on shareholders’ equity or security price
in the past two years:

i.  The director China Development Industrial Bank was the director and supervisor of
Cheng | Co., Ltd. (herein as Cheng | Co.) in 1998, and was accused of falsifying Cheng | Co.’s
financial statements and prospectus and has resulted in investment losses by He Jin-Xia, etc.
389 people, therefore, the amount of $71,018,000 was requested (51 plaintiffs settled out of
court for the amount of $69,780,000), and China Development Industrial Bank is jointly and
severally liable. The Taipei District Court dismissed the plaintiff's claim on November 30,
2006; 321 plaintiffs filed an appeal for the claim amount of NT$68,382.Thereafter part of the
appellant to withdraw the appeal, the appellant was reduced to 216, the request amount is
reduced to 51,328 thousand, and the case in Taiwan High Court hearing (Case No.: Taiwan
High Court on 96 gold word No. 1).

ii.  The director Cheng Tun-Chien appointed by Hong Cheng Venture Capital was
prosecuted by a prosecutor of the Taiwan Taipei District Court, Prosecutors Office as a suspect
of violating the Securities Trading Act on August 18, 2008. The Taiwan Taipei District Court
made acquitted judgment on April 23, 2010. prosecutor filed an appeal for the claim which is
currently being processed in the Taiwan High Court on August 3,2010.

iii.  Hong Cheng Venture Capital and its representative, Cheng Tun-Chien was

accused by the Securities and Futures Investors Protection Center for violating the Securities
Trading Act on July 14, 2009. Hong Cheng Venture Capital and Cheng Tun-Chie were jointly
requested to pay NT$26,623,500 dollars and the interest calculated by 5% per annum from the
next day of receiving the complaint to the settlement day. The case is how under
investigation of the Taiwan Taipei District Court. Securities and Futures Investors Protection

Center filed an appeal for the claim which is currently being processed in the Taiwan High
Court on September 9,2011.

3. Other major risks and countermeasures:

a. Market risk

The Corporation’s available-for-sale assets were publicly traded securities, with fair values
that are affected by changes in market prices. Since the Corporation carefully chooses its
investments, there is no significant market risk. In addition, the Corporation uses forward
exchange contracts to offset the exchange rate fluctuations of net assets, net liabilities or firm
commitments. Thus, no significant market risk is anticipated.

b. Credit risk
The Corporation is exposed to credit risk on the default by counter-parties to forward
contracts. Contracts with positive fair values at the balance sheet date are evaluated for

credit risk. As a result, no material losses resulting from counter-party defaults are
anticipated.

c. Liquidity risk
The Corporation’s available-for-sale financial instruments are publicly traded in an active
market and can be sold in the market at their fair values. In addition, the Corporation has

enough operating capital to meet cash demand. Thus, no significant demand for extra cash
is expected.

7. Other important matters: N/A
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1. Information of Affiliated Firms

VIII. Special Disclosures

A. Affiliates Consolidated Business Report

(1) Organization chart

Topoint Technology

Co., Ltd.
I
100% L 100% 100% 58.5%
Topoint Technology Co., Ltd. Warspeed Topoint Japan Unipoint Technology

(B.V.l) Corporation (B.V.l.) Co., Ltd. Co., Ltd
100% 100% 100% 100% 100%
v A 4 v v v
Shanghai Topoint Sharpoint Technology Sharpoint Technology Sharpoint Unipoint Technology

Precision Technology (Qinhuangdao) Co., (Shenzhen) Co., Ltd. Technology Holdings Co.,

Company Ltd. (SUZhOU) Co., Ltd. Ltd.(B.V.l)

v

75% 100%

Kunshan Restek Unipoint
Technology Co., Technology

Ltd.

(2) Basic information

Shenzhen Co., Ltd.

Name of the invested Area Maior business Paid-up capital
company J Unit: NT$ 1,000
Topoint Technology Co., British Virgin .
Ltd.(B.V.I.) Islands International Investment 1,370,102
- Republic of Hole drilling service &
Unipoint Technology Co., Ltd. China drill bits test 420,000
Warpspeed Corporation British Virgin International Trade 1,569
(B.V.L.) Islands
Topoint Japan Co., Ltd. Japan Sales of electronic 7,667
components
The production and
Shanghai Topoint Precision China sales of precision cutting 1,443,066
Technology Company tools and automatic
measuring tools
Sharpoint Technology . Hole drilling service &
(Qinhuangdao) Co., Ltd. China drill bits test 250,222
Unipoint Technology Holdings | British Virgin .
Co., Ltd.(B.V.I) Islands International Investment 178,814
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Unipoint Technology . Hole drilling service &
China s 178,814
Shenzhen Co., Ltd. drill bits test '
ey caccy | oo | MoegieseNeeE | warse
e | owa | ToegieseE | srem
Circuit board production,
Kunshan RcisteLliJechnology China processing and sales 30,480

(3) The shareholder’s information presumed to have control and subordination: N/A

(4) The industry covered by the overall affiliates operating business

The operating business of the company and its affiliated enterprises

include the R&D, manufacture, and sales of drills, etc.

(5) Affiliated enterprises directors, supervisors, and presidents

Share holding

Company Name Position Name/Representative Amount %
0
Topoint Technology Major Topoint Technology 5 830 100%
Co., Ltd. (B.V.1.) Shareholder Lin Xu-Ting ' °
Unipont Technology Major Topoint Technology
. . 24,570,000| 58.5%
Co., Ltd. Shareholder Lin Xu-Ting 0
Warpspeed Major Topoint Technology 50 000 100%
Corporation (B.V.l.) | Shareholder Lin Xu-Ting ' °
Topoint Japan Co., Director Top0|.nt Tech_nology 600 100%
Ltd. Lin Xu-Ting
Shanghai Topoint Director Lin Xu-Ting - -
Precision Technology Director Wang Jia-Hong - -
Co., Ltd. Director Chen Xiu-Tao - -
Sharpoint Technology Director Wang Jia-Hong - -
(Qinhuangdao) Co., Director Lin Xu-Ting - -
Ltd. Director Yan Chang-Long - -
. Director Lin Xu-Ting - -
Sharpoint Director Wang Jia-Hong - -
Technology -
(Shenzhen) Co., Ltd. Director Yan Chang-Long - -
Director Huang Ying-Ming - -
. Director Lin Xu-Ting - -
Sharpoint Director Wang Jia-Hong - -
Technology -
(Suzhou) Co., Ltd. Director Yan Chang-Long - -
Director Huang Ying-Ming - -
Director Lin Xu-Ting - -
Kunshan Restek Direct W Jia-H
Technology Co., Ltd. irector ang Jia-fong - -
Director Chen Xiu-Tao - -
Unipoint Technology ; o
Holdings Co., Ltd. Major Unipoint Technology 11,200 | 100%
(B.V.L.) Shareholder Lin Xu-Ting
e Director Liu Zhen-Jian - -
Unipoint Technology Director Lin Xu-Tin
Shenzhen Co., Ltd. - 9
Director Chen Guan-Fu - -
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B. Affiliates Consolidated Financial Statements: See P.56~P.61
The affiliates of Topoint Technology Co., Ltd., which should have been included in
the combined financial statements of Topoint Technology and its affiliates, as of
2011 (from January 1, 2011 to December 31, 2011), based on the “Principles and
Guidelines for Preparation of the Affiliates Consolidated Business Report, Affiliates Consolidated
Financial Statements, and the Report.”, are the same as those included in the consolidated financial
statements of Topoint Technology and its subsidiaries as of 2011, prepared under the Statement of
Financial Accounting Standards No.7. The information required to be disclosed in the consolidated
financial statements has already been disclosed in the above consolidated financial statements.

Consequently, there is no need to prepare a separate consolidated financial statement of Topoint
Technology and its affiliates.

C. Affiliation Report: N/A
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2. Subscription of marketable securities privately in the most recent years:

Securities Offered by Private Placement

April 30, 2010
2009 First Private Placement (note 1) 2010 Second Private Placement (note 1)
Issuing Date: September 23, 2009 Issuing Date: May 19, 2010
Category (note 2) Convertible corporate bond Convertible corporate bond
Date and amount
approved by the : i - . . .
June 10, 2009; private fund limit: NT$350 million June 10, 2009;private fund limit: NT$350 million
shareholders’
meeting (note 3)

Pricing base and |(1) The reference price shall be the simple average closing price of either one, three or five days prior to the pricing date for common shares of
rationality the Corporation trading in the stock exchange market deducted by the ex-right of stock dividend plus the stock price reversed from the
ex-right stock against capital reduction.

(2) The conversion price of this convertible corporation bond shall be at least the 70% of the reference price. If the actual subscription price is
lower than 80% of reference price, the expert shall be commissioned to issue the opinions pursuant to laws. The board of directors is
authorized to determine the actual pricing date and subscription price depending on consulting with specific persons and market condition
upon approval of shareholders’ meeting

(3) The conversion price of this convertible corporation bond shall be based on the pricing date, which is one day prior to the board meeting for
discussion of this private placement proposal.

Selection of specific

The specific persons are selected in accordance with regulations set forth in Article 43-6 of Securities and Exchange Act
persons (note 4)

The Justification of |(1) The reason that public offering was not adopted: in consideration of time efficiency, convenience, issuing cost and share stability such factors
the Private as raising capital, therefore the private placement was adopted.
Placement (2) The purpose of capital and expected effect: this privately raised fund will be used to replenish working capital, repayment of bank loans and
capital demand for future development of the Company. It is expected to improve the financial structure, help stable growth of operation and
positively affect shareholders’ equity
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Date of contribution

September 13, 2009

May 7, 2010

Subscriber
information

Target Amount Relation to Amount Relation to
o Involvement o Involvement
(note 5) Qualification (Unit:NT the ) ] Target Qualification  [(Unit:NT$ the , .
in Operation in Operation
$ 1,000) Company 1,000) Company
Foxconn The company The company
Advanced with total with total
Technology, assets ASUSPO assets
Inc. exceeding WER exceeding
n Downstrea .
NT$50 million 100,000 indust None Investme | NT$50 million 100,000 None None
m industr
in the latest y nt Co., in the latest
financial LTD. financial
statements statements
audited by CPA audited by CPA
UMC Capital The company
Corporation with total
CDIB assets
) Venture exceeding
Director of the Internal BOD ] I
] 50,000 Capital NT$50 million 50,000 None None
Corporation personnel Member i .
Corporati in the latest
on financial
statements
audited by CPA
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Shin Yang The company
Investment with total
assets
exceeding
NT$50 million 40,000 None None
in the latest
financial
statements
audited by CPA

Subtron Same as Downstrea
. 10,000 ) None
Corporation above m industry

Actual Subscription
(or Conversion)
Price (note 7)

NT$21.7

NT$21.7

The difference
between the Actual
and Referential
Subscription (or
Conversion) Price
(note 7)

The convertible price of this bond offered by private placement will be
70% of the reference price

The convertible price of this bond offered by private placement will be
70.7% of the reference price

Influence of Private
Funds on
Shareholders’
Equity (such as
increasing
accumulated
deficit)

As to shareholders, though the convertible corporate bond issuance may slightly increase the liabilities of the Corporation, the liabilities will be

reduced and the shareholders’ equity will increase by converting the corporate bond into common shares.
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Drawing on the

private fund and
. See pages 35~36 of the annual report See pages 36~37 of the annual report
progress of project

implementation

Emergence of

) See pages 35~36 of the annual report See pages 36~37 of the annual report
Private Fund Effect

Note 1: The number of columns will be adjusted in accordance with the number of projects actually processed. It shall be listed separately for private funds

offered in installments.

Note 2: It refers to common shares, preferred shares, convertible preferred shares, preferred shares with warrants, common corporate bond, convertible corporate
bond, corporate bond with warrants, Euro-Convertible Bond (ECB), Global Deposit Receipt (GDR) and stock option types of private placement.

Note 3: Fill out the date and amount approved by the board of directors if the corporate bond offered by private placement is not required for the approval of the
shareholders’ meeting.

Note 4: When subscribers of private placement fund have been consulted with, the name of the subscriber and their relation to the Company shall be specified.

Note 5: The number of columns will be adjusted in accordance with the actual number as required.

Note 6: Fill out sections 1, 2, or 3 of paragraph 1 of Article 46-1 of the Securities and Exchange Law

Note 7: The actual subscription (conversion) price means the subscription (conversion) price stipulated as issuance of securities offered by private placement.
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3. The stock shares of the company held or disposed by the subsidiaries in the most recent years: N/A

4. Supplementary disclosures:

(A) transparent financial information related to personnel, to obtain the relevant licenses from the competent
authority circumstances: The Company's internal audit staff on October 22, 2005. Foundation of Taiwan's
financial Academy of banks' internal control basic test certificate of compliance ", June 26, 2007.
Foundation Taiwan Banking and Finance Academy of the financial markets knowledge and professional

ethics test scores qualified to prove. "

5. Occurrence of events defined in Securities Transaction Law Article 36.2.2 that has great impact on

shareholder’s equity or security price in the most years and up to the date of the report printed: N/A
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TOPOINT TECHNOLOGY CO., LTD.

Chairman: Lin Xu-Ting
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