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REPRESENTATION LETTER

The entities that are required to be included in the combined financial statements of Brogent Technologies
Inc. as of and for the year ended December 31, 2015, under the Criteria Governing the Preparation of
Affiliation Reports, Consolidated Business Reports and Consolidated Financial Statements of Affiliated
Enterprises are the same as those included in the consolidated financial statements prepared in conformity

C with the Regulations Governing the Preparation of Financial Reports by Securities Issuers, and International
Financial Reporting Standards No.10, “Consolidated Financial Statements.” In addition, the information

B required to be disclosed in the combined financial statements is included in the consolidated financial
statements. Consequently, Brogent Technologies Inc. and Subsidiaries do not prepare a separate set of
combined financial statements.
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BROGENT TECHNOLOGTIES INC.
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Gra nt Thornton TEL: +886 7 537 2589 FAX:+886 7 537 3589

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholders of
Brogent Technologies Inc.

o

We have audited the accompanying consolidated balance sheets of Brogent Technologies Inc. and
subsidiaries as of December 31, 2015 and 2014, and the related consolidated statements of comprehensive
income, changes in equity and cash flows for the years then ended. These consolidated financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and generally accepted auditing standards in Taiwan,
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 statements presentation. We believe that our
audits provide a reasonable basis for our opinion.

~ In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Brogent Technologies Inc. and subsidiaries as of December 31, 2015
and 2014, and the consolidated financial performance and the consolidated cash flows for the years then
ended, in conformity with the Regulations Governing the Preparation of Financial Reports by Securities
Issuers, the International Financial Reporting Standards, International Accounting Standards, interpretations
as well as related guidance translated by the Accounting Research and Development Foundation endorsed
by the Financial Supervisory Commission in Taiwan, the Republic of China with the effective dates.

We have also audited the parent company only financial statements of Brogent Technologies Inc. as of and
for the years ended December 31, 2015 and 2014, on which we have expressed an unqualified opinion on
such financial statements.

Graﬁt Thornton
March 9, 2016

Kaohsiung, Taiwan
(File No. B002.16F0010)

The accompanying consolidated financial statements are not intended to present the financial position, financial
performance and cash flows in accordance with accounting principles gemerally accepted in countries and
Jurisdictions other than in Taiwan, the Republic of China. The standards, procedures and practices in Taiwan, the
Republic of China governing the audit of such financial statements may differ from those generally accepted in
countries and jurisdictions other than in Taiwan, the Republic of China. Accordingly, the accompanying consolidated
financial statements and independent auditors’ report are not intended for use by those who are not informed about
the accounting principles or auditing standards generally accepted in Taiwan, the Republic of China, and their
applications in practice.

As the financial statements are the responsibility of the management, Grant Thornton cannot accept any liability for
the use of, or reliance on, the English translation or for any errors or misunderstandings that may derive from the
translation. '

Grant Thornton Taiwan is certified to the ISO 9001:2008 Quality Management
System Standards in "Provision of assurance, tax business compliance and advisory services".
Grant Thornton Taiwan is a member firm of Grant Thornton International Ltd (Grant Thornton International).



BROGENT TECHNOLOGIES INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

December 31, 2015 December 31, 2014
Assets Amount % Amount %
Current Assets
Cash and cash equivalents (Note 6(1)) $703,135 22.33 $284,118 20.05
Financial assets at fair value through profit or loss-current (Note 6(2)) 128,671 4.09 121,867 8.60
Held-to-maturity financial assets-current (Note 6(3)) 719,952 22.87 327,435 23.11
Notes receivable 66,647 2.12 6,055 0.43
Accounts receivable, net (Note 6(4)) 204,417 6.49 135,419 9.56
Accounts receivable-related parties, net (Notes 6(4) and 7) 3,095 0.10 - -
Construction receipts receivable (Note 6(5)) 138,140 4.39 56,772 4.01
Inventories (Note 6(6)) 221,366 7.03 24,857 1.75
Prepayments 73,484 2.33 36,526 2.58-
Other current assets (Notes 6(9) and 8) 83,023 2.64 35,017 2.47
Total current assets 2,341,930 74.39 "1,028,066 72.56
Noncurrent Assets
Property, plant and equipment (Notes 6(7) and 8) 557,047 17.70 310,698 21.93
Intangible assets (Note 6(8)) 13,987 0.44 16,086 0.43
Deferred income tax assets (Note 6(20)) 1,177 0.04 — -
Refundable deposits 9,633 0.31 3,422 0.24
Long-term notes and accounts receivable (Note 6(4)) 16,368 0.52 18,834 1.33
Other noncurrent assets (Notes 6(9), 7 and 8) 207,896 6.60 49,741 3.51
Total noncurrent assets 806,108 25.61 388,781 27.44
Total Assets $3,148,038 100.00 $1,416,847 100.00
Ihe accompanying notes are an integral part of the consolidgted financial statements. (Continyed)



BROGENT TECHNOLOGIES INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2015 AND 2014
(In Thousands of New Taiwan Dollars)

December 31, 2015 December 31, 2014
Liabilities & Equity ‘ Amount % Amount %
Current Liabilities
Notes payable $ 38,653 123 § 25,123 1.77
Accounts payable 27,047 0.86 55,029 3.88
Accounts payable-related parties (Note 7) 8,496 0.27 — —
Construction receipts payable (Note 6(5)) 164,144 5.21 2,152 0.15
Other payables (Note 6(10)) 66,686 2.12 84,662 598
Other payables-related parties (Note 7) 150 0.01 — —
Income tax payable 19,180 0.61 32,024 2.26
Long-term liabilities-current portion (Note 6(11)) 238,060 7.56 6,569 047
Other current liabilities ' 4,176 0.13 3,153 0.22
Total current liabilities ‘ -~ 566,592 18.00 208,712 14.73
Noncurrent Liabilities
Long-term bank loans (Note 6(11)) 80,564 2.56 172,629 12.19
Deferred income tax liabilities (Note 6(20)) - - 549 0.04
Net defined benefit liabilities-noncurrent (Note 6(12)) 7,576 0.24 6,987 0.49
Total noncurrent liabilities 88,140 2.80 180,165 12.72
Total Liabilities : 654,732 20.80 388,877 27.45
Equity Attributable To Shareholders Of The Parent
Capital stock
Common stock (Note 6(13)) 446,780 14.19 336,800 23.77
Advance receipts for common stock (Note 6(13)) — — 4,494 0.32
Total capital stock : 446,780 14.19 341,294 24.09
Additional paid-in capital (Note 6(14)) - 2,043,087 64.90 459,496 32.43
Retained earnings
Legal reserve . : 25,877 0.82 3,434 0.24
Unappropriated earnings (Note 6(15)) 194,582 6.18 223,746 15.79
Total retained earnings 220,459 7.00 227,180 16.03
Othet equity 684 0.02 - —
Treasury stock (Note 6(16)) (266,072) (8.45) — -
Equity Attributable To Shareholders Of The Parent 2,444,938 77.66 1,027,970 72.55
Noncontrolling Interests 48,368 1.54 — —
Total Equity 2,493,306 79.20 1,027,970 72.55
Total Liabilities and Equity $3,148,038 100.00 $1,416,847 100.00
The accompanying notes are an integral partof the consolidated financial statements. (Concluded)



BROGENT TECHNOLOGIES INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

(In Thousands of New Taiwan Deollars, Except Earnings per Share)

2015 2014
Items Amount % Amount %
Net Revenue (Notes 6(17) and 7) $705,424 100.00 $829,511 100.00
Cost of Revenue (Note 7) (371,463) (52.66) (402,596) (48.53)
Gross Profit 333,961 47.34 426,915 51.47
Operating Expenses
Selling and marketing (21,498) (3.05) (16,799) 2.02)
General and administrative (118,763) (16.83) (89,797) (10.83)
Research and development (63,288) 897 (89,069) (10.74)
Total operating expenses (Note 6(19)) (203,549) (28.85) (195,665) (23.59)
Operating Income 130,412 18.49 231,250 '27.88
Non-operating Income and Loss
Other gains and losses (Note 6(18)) 7,643 1.08 36,057 435
Interest income 14,659 2.08 5,634 0.68
Interest costs (487) (0.07) 3,199y 0.39
Total non-operating income and loss 21,815 3.09 38,492 4.64
Income Before Income Tax 152,227 21.58 269,742 32.52
Income Tax Expenses (Note 6(20)) (32,458) (4.60) (45,310) (5.46)
Net Income 119,769 16.98 224,432 27.06
Other Comprehensive Income (Loss)
Items that will not be reclassified subsequently to profit or loss
Remeasurement of defined benefit plans (Note 6(12)) (78) 0.01) (686) (0.09)
Income tax benefit related to components of other comprehensive
income that will not be reclassified subsequently (Note 6(20)) 13 - - -
Items that may be reclassified subsequently to profit or loss
Exchange differences arising on translation of foreign operations 824 0.12 - -
Income tax expense related to components of other comprehensive
income that may be reclassified subsequently (Note 6(20)) (140) 0.02) - -
Other comprehensive income (loss) for the year, net of income tax 619 0.09 (686) (0.09)
Total Comprehensive Income (Loss) For The Year $120,388 17.07 | $223,746 26.97
Net Income Attributable To :
Shareholders of the parent $112,384 15.93 $224,432 27.06
Noncontrolling interests 7,385 1.05 - -
$119,769 16.98 $224,432 27.06
Total Comprehensive Income Attributable To :
Shareholders of the parent $113,003 16.02 $223,746 26.97
Noncontrolling interests 7,385 1.05 - -
$120,388 17.07 $223,746 26.97
Basic earnings per share (Note 6(21)) $2.57 $6.22
Diluted earnings per share (Note 6(21)) $2.57 $6.22

The accompanying notes are an integral part of the

consolidated financial statements.
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BROGENT TECHNOLOGIES INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

(In Thousands of New Taiwan Dollars)

Ytems 2015 2014
Cash Flows From Operating Activities
Income Before Income Tax $152,227 $269,742
Adjustments for:
The items of gains and losses:
Depreciation 17,815 15,573
Amortization 5,882 3,116
Allowance for bad debts 985 -
Loss (gain) on financial assets at fair value through profit or loss 4,714 (3,172)
Interest expense 487 3,199
Interest income ' ' (14,659) (5,634)
Loss on disposal of property, plant and equipment - 8 -
Total adjustments for the items of gains and losses 15,232 13,082
Changes in operating assets and liabilities:
(Increase) decrease in financial instruments held for trading (11,518) (67,523)
(Increase) decrease in notes receivable (60,592) (6,055)
(Increase) decrease in accounts receivable (60,075) 25,974
(Increase) decrease in accounts receivable-related parties (3,095) -
(Increase) decrease in construction recéipts receivable (81,368) (46,620)
(Increase) decrease in inventories (196,509) 4,049
(Increase) decrease in prepayments (36,958) (16,843)
(Increase) decrease in other current assets 9,669) (1,699)
(Increase) decrease in other financial assets (17,433) (18,004)
(Increase) decrease in long-term notes and accounts receivable (7,442) (36,931)
(Increase) decrease in other operating assets ’ (104,981) (6,661) -
(Decrease) increase in notes payable 13,530 22,475
(Decrease) increase in accounts payable (27,982) 28,526
(Decrease) increase in accounts payable-related parties 8,496 -
(Decrease) increase in construction receipts payable 161,992 (133,177)
(Decreasé) increase in other payables 12,212 34,403
(Decrease) increase in other payables-related parties : 150 -
(Decrease) increase in other current liabilities 1,023 (2,165)
(Decrease) increase in net defined benefit liabilities-noncurrent 511 449
Net changes in operating assets and liabilities (419,708) (219,802)
Total adjustments (404,476) (206,720)
Cash generated from (used in) operations (252,249) 63,022
Income taxes paid (47,155) (4,148)
Net cash provided by (used in) operating activities (299,404) 58,874
The accompanying notes are an integral part of the consolidated financial statements. (Continued)
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BROGENT TECHNOLOGIES INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

(In Thousands of New Taiwan Dollars)

Items - 2015 2014
Cash Flows From Investing Activities
Acquisition of held-to-maturity financial assets (392,517) (222,722)
Acquisition of property, plant and equipment (294,685) (131,498)
Proceeds from disposal of property, plant and equipment - 15
(Increase) decrease in refundable deposits 6,211) (761)
Acquisition of intangible assets (13,783) (5,918)
(Increase) decrease in other financial assets - 48,425
Increase in prepayments for equipment (73,754) -
Interest received ' 14335 5,634
Net cash used in investing activities (766,615) (306,825)
Cash Flows From Financing Activities
Proceeds from long-term bank loans 146,020 85,360
Repayments of long-term bank loans (6,594) (3,288)
Cash dividends paid (79,360) -
Proceeds from issuing shares 1,649,380 107,860
Cash paid for purchase of treasury stock (266,072) -
Interest paid (162) (2,018)
Increase (decrease) in noncontrolling interests 41,000 -
Net cash provided by financing activities 1,484,212 187,914
Effect of Exchange Rate Changes on Cash and Cash Equivalents 824 -
Net Increase (Decrease) in Cash and Cash Equivalents 419,017 (60,037)
Cash and Cash Equivalents, Beginning of Year- . 284,118 344,155
Cash and Cash Equivalents, End of Year . $703,135 $284,118
The accompanying notes are an integral part of the consolidated financial statements. (Concluded)
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BROGENT TECHNOLOGIES INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31,2015 AND 2014

(Amounts in Thousands of New Taiwan Dollars, Unless Specified Otherwise)

1. GENERAL

Brogent Technologies Inc. (the “Brogent” or the “Company”’) was incorporated under the Company
Law of Taiwan, the Republic of China (R.0.C.) in October, 2001. On December 18, 2012, the
Company’s shares were traded on the GreTai Securities Market. The Company and its subsidiaries
(collectively as the “Group”) are primarily engaged in the research, development, design,
production and sales of the simulation entertainment equipment and its key compbnents and
peripheral products, embedded/mobile software, streaming media/video, real-time rendering (3D
above), interactive multimedia network, and multi-screen seamless integration systems.

The address of its registered office and principal place of business is No.9, Fuxing 4th Rd.,
Qianzhen Dist., Kaohsiung City, Taiwan.

. THE AUTHORIZATION OF FINANCIAL STATEMENTS

The accompanying consolidated financial statements were approved and authorized for issue by the
Board of Directors on March 9, 2016.

. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL

REPORTING STANDARDS

(1) Effect of the adoption of new issuances of or amendments to International Financial
Reporting Standards (“IFRS”) as endorsed by the Financial Supervisory Commission

!“FSC”)

According to Rule No.1030010325 issued by FSC on April 3, 2014, commencing 2015,
companies with shares traded on the Taiwan Stock Exchange, the GreTai Securities Market and
Emerging Stock Market shall adopt the 2013 version of IFRS (not including IFRS 9, “Financial
instruments™) as endorsed by the FSC and the “Regulations Governing the Preparation of
Financial Reports by Securities Issuers” effective January 1, 2015 (collectively as the “2013
version of IFRSs”) in preparing the consolidated financial statements. The effect of the
adoption of the 2013 version of IFRSs is as follows:

A. IFRS 12, “Disclosure of Interests in Other Entities”

IFRS 12 is a new disclosure standard and is applicable to entities that have interests in
subsidiaries, joint arrangements, associates and/or unconsolidated structured entities. In
general, the disclosure requirements in IFRS 12 are more extensive than in the current
standards.



B. IFRS 13, “Fair Value Measurement”

IFRS 13 establishes a single source of guidance for fair value measurements and
disclosures about fair value measurements. It defines fair value, establishes a framework

- for measuring fair value, and requires disclosures about fair value measurements. The
disclosure requirements in IFRS 13 are more extensive than those required in the current
standards. For example, quantitative and qualitative disclosures based on the three-level
fair value hierarchy previc‘)usly required for financial instruments only are be extended by
IFRS 13 to cover all assets and liabilities within its scope. The measurement requirements
of IFRS 13 have been applied prospectively from January 1, 2015. Please refer to Note 12
for related disclosures. '

C. IAS 19, “Employee Benefits”

The amendments to JAS 19 eliminate the accounting treatment of either corridor approach
or the immediate recognition of actuarial gains and losses to profit or loss when it incurs,
and instead, required to recognize all actuarial gains and losses immediately through other
comprehensive income or loss. The past service cost, on the other hand, will be expensed
immediately when it incurs and no longer be amortized over the average period before
vested on a straight-line basis. In addition, the standard also requires a broader disclosure in
defined benefit plans.

According to the application of aforementioned amendments, as of January 1, 2014 and
December 31, 2014, the primary impacts on the Group would include the increase in
accrued pension liabilities of NT$55 and NT$64, respectively, the increase in deferred
income tax assets of NT$9 and NT$11, respectively, and the decrease in retained earnings
of NT$46 and NT$53, respectively. The operating expenses for the year ended December
31, 2014 would have increased by NT$2. The above adjustments are not material, and the
Group does not re-state the consolidated financial statement for the prior period.

D. IAS 1, “Presentation of Financial Statements”

According to the amendments to IAS 1, the items of other comprehensive income are
grouped into two categories: (a) items that will not be reclassified subsequently to profit or
loss; and (b) items that may be reclassified subsequently to profit or loss when specific
conditions are met. In addition, income tax on items of other comprehensive income is also
required to be allocated on the same basis. Items included in other comprehensive income
can either be shown net of tax effects, or before tax effects with an aggregate amount of
income tax that relates to all of the other comprehensive items. Accordingly, the Group will
adjust its presentation of the statement of comprehensive income.

(2) Effect of new issuances of or amendments to ITFRSs as endorsed by the FSC but not yet
adopted by the Group

None.



(3) IERS:s issued by JASB but not vet endoxsed by the FSC

A. New, revised and amended standards and interpretations issued by IASB but not yet
included in the 2013 version of IFRSs as endorsed by the FSC are summarized as follows:

New, Revised or Amended Standards and Interpretations Effective Date Issued by IASB

Annual Improvements to IFRSs 2010 - 2012 Cycle July 1, 2014 or transactions on or

after July 1, 2014

Annual Improvements to JIFRSs 2011 - 2013 Cycle
Annual Improvements to IFRSs 2012 - 2014 Cycle
IFRS 9, “Financial Instruments”

Amendments to IFRS 9 and IFRS 7 Mandatory Effective
Date of IFRS 9 and_Transition Disclosure

Amendments to JFRS 10 and JAS 28 Sale or Contribution
of Assets between an Investor and its Associate or Joint
Venture

Amendments to IFRS 10, IFRS 12 and IAS 28 Investment
Entities: Applying the Consolidation Exception

Amendment to IFRS 11 Accounting for Acquisitions of
Interests in Joint Operations

IFRS 14, “Regulatory Deferral Accounts”

IFRS 15, “Revenue from Contracts with Customers”
IFRS 16, “Leases”

Amendment to IAS 1 Disclosure Initiative
Amendment to IAS 7 Disclosure Initiative

Amendment to IAS 12 Recognition of Deferred Tax Asset:
for Unrealized Losses ' :

Amendments to IAS 16 and IAS 38 Clarification of
Acceptable Methods of Depreciation and Amortization

Amendments to IAS 16 and TAS 41 Agriculture: Bearer
Plants

Amendment to IAS 19 Defined Benefit Plans: Employee
Contributions

Amendment to IAS 27 Equity Method in Separate
Financial Statements

Amendment to IAS 36 Recoverable Amount Disclosures
for Non-Financial Assets

Amendment to IAS 39 Novation of Derivatives and
Continuation of Hedge Accounting

IFRIC 21, “Levies”

July 1, 2014

January 1, 2016
January 1, 2018
January 1, 2018

Effective date to be determined

by IASB

January 1, 2016

January 1, 2016

January 1, 2016
January 1, 2018
January 1, 2019
January 1, 2016
January 1, 2017
January 1, 2017

January 1, 2016

January 1, 2016

July 1, 2014

January 1, 2016

January 1, 2014

January 1, 2014

January 1, 2014



B. As of the date that the accompanying consolidated financial statements were authorized for
issue, the Group continues in evaluating the impact on its financial position and financial
performance as a result of the initial adoption of aforementioned standards and
interpretations. The related impact will be disclosed when the Group completes the
evaluation.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

0y

@

6))

Statement of Compliance

The accompanying consolidated financial statements have been prepared in conformity with
the Regulations Governing the Preparation of Financial Reports by Securities Issuers, and
International Accounting Standards endorsed by the FSC.

Basis of Preparation

The accompanying consolidated financial statements have been prepared on the historical cost
basis except for financial instruments measured at fair value and defined benefit assets or
liabilities. Historical cost is generally based on the fair value of the consideration given in
exchange for the assets.

Basis of Consolidation

A. Basis for preparation of consolidated financial statements

The Group shall prepare consolidated financial statements for the first time in the second

quarter of 2015. The consolidated financial statements incorporate the financial statements

of the Company and entities controlled by the Company (its subsidiaries). Control is

achieved where the Brogent has the power to govern the financial and operating policies of

an entity so as to obtain benefits from its activities. Subsidiaries are fully consolidated

from the date on which control is transferred to the Group. They are de-consolidated from
" the date that control ceases. ‘ ‘

Total comprehensive income of subsidiaries is attributed to the shareholders of the parent
and to the noncontrolling interests even if this results in the noncontrolling interests having
a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring
their accounting policies into line with those used by the Company.

All significant intra-group transactions, balances, income and expenses are eliminated in
full on consolidation.

Changes in the Company’s ownership interests in subsidiaries that do not result in the
Company losing control over the subsidiaries are accounted for as equity transactions. The
carrying amounts of the Company’s interests and the noncontrolling interests are adjusted
to reflect the changes in their relative interests in the subsidiaries. Any difference between
the amount by which the noncontrolling interests are adjusted and the fair value of the
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consideration paid or received is recognized directly in equity and attributed to
shareholders of the parent.

When the Group loses control of a subsidiary, a gain or loss is recognized in profit or loss
and is calculated as the difference between: (a) the aggregate of the fair value of
consideration received and the fair value of any retained interest at the date when control is
lost; and (b) the previous carrying amount of the assets (including goodwill), and liabilities
of the subsidiary and any noncontrolling interest. The fair value of any investment retained
in the former subsidiary at the date when control is lost is regarded as the cost on initial
recognition of an investment in an associate. The Group shall account for all amounts
recognized in other comprehensive income in relation to the subsidiary on the same basis
as would be required if the Group had directly disposed of the related assets and liabilities.
That is, when the Group loses control of a subsidiary, all gains or losses previously
recognized in other comprehensive income in relation to the subsidiary.should be
reclassified from equity to profit or loss, if such gains or losses would be reclassified to
profit or loss when the related assets or liabilities are disposed of.

B. Subsidiaries included in the consolidated financial statements
The detail information of the subsidiaries at the end of reporting period was as follows:
Percentage of Ownership
Name of Name of Business Scope Location December  December Note
Investor Investee 31,2015 31,2014
Brogent Brogent Manufacture and sales of May, 2015 61.11% - 1
Technologies  Mechanical Inc. the simulator rides and its ~ Taoyuan City
Inc. key components
Brogent Creative Development and sales of April, 2015 60.00% - 1
Inc. the peripheral products of Kaohsiung City
simulator rides
Brogent Hong Reinvestment and trading June, 2015 100% - 1
Kong Limited business Hong Kong :
Brogent Global Inc. Development and September, 100% - 1
management business of 2015
self-operated outlets Taipei City
Brogent Hong  Brogent Rides Import and export business July, 2015 100% - 1
Kong Limited  (Shanghai) Shanghai
Limited
Brogent Brogent Creative Development and September, 100% - 1
Rides (Shanghai) management business of 2015
(Shanghai) Limited self-operated outlets Shanghai
Limited

C. Subsidiaries not included in the consolidated financial statements: None.

Note 1: The consolidated financial statements are prepared by according to the
Accountants auditing financial statements of subsidiaries.
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Foreign Currency Translation

Foreign currency transactions of each of the Group’s entities are expressed in the functional
currency. Monetary assets and liabilities denominated in foreign currencies are recognized
using the exchange rates at the dates of the transactions. Exchange differences arising when
monetary items are settled or when monetary items are translated at rates different from those
at which they were translated on initial recognition during the period or in previous financial
statements shall be recognized in profit or loss in the period in which they arise.

Regarding to the net investment in a foreign operation or long-term receivables or loans,
including all foreign subsidiaries, their financial statements are translated into the presentation
currency as follows: assets and liabilities are translated at the closing exchange rate at the date
of that balance sheet; income and expenses for each statement of comprehensive income are
translated at the average exchange rates of that period; equity items, other than the beginning
retained earnings carryforward, are translated at the historical exchange rates; dividends are
translated using the exchange rates at the declaration date; and all resulting exchange
differences are recognized in other comprehensive income. On the disposal of a foreign
operation, the cumulative amount of the exchange differences relating to that foreign operation,
recognized in other comprehensive income and accumulated in a separate component of equity,
shall be reclassified from equity to profit or loss when the gain or loss on disposal is
recognized.

When a gain or loss on a non-monetary item is recognized in other comprehensive income,
any exchange component of that gain or loss shall be recognized in other comprehensive
income. Conversely, when a gain or loss on a non-monetary item is recognized in profit or loss,
any exchange component of that gain or loss shall be recognized in profit or loss.

Classification of Current and Noncurrent Assets and Liabilities

Current assets include: (a) unrestricted cash or cash equivalents; (b) assets held mainly for
trading purposes; (c) assets that are expected to be realized within twelve months from the
balance sheet date; and (d) assets arising from operating activities that are expected to be
realized, or are intended to be sold or consumed within the normal operating cycle. Current
liabilities include: (a) liabilities that are to be paid off within twelve months from the balance
sheet date; and (b) liabilities that are expected to be paid off within the normal operating cycle.
Assets and liabilities that are not classified as current are noncurrent assets and liabilities,
respectively.

As the operating cycle for construction contracts usually exceeds one year, the Group uses the
operating cycle as its criteria for classifying current and noncurrent assets and liabilities
related to construction contracts. For other assets and liabilities, the criterion is one year.

Cash Equivalents

Cash equivalents refer to short-term, highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value.
Time deposits that meet the above criteria and are held for the purpose of meeting short-term
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cash commitment in operations are classified as cash equivalents.

Inventories

Inventories mainly include the materials of simulation entertainment equipment. Inventories
are accounted for on a perpetual basis, and stated at cost at the time of acquisition or initial
measurement. Cost is determined using the weighted average method. Except for allowance
for obsolescence, inventories are subsequently measured at the lower of cost and net realizable
value. The item by item approach is used in applying the lower of cost and net realizable value.
Write-downs of inventories and any reversal of write-downs are recorded as cost of goods sold
for the period.

Construction Contracts

If the outcome of a construction contract can be estimated reliably and it is probable that this
contract would make a profit, contract revenue and costs should be recognized by reference to
the stage of completion of the contract activity at the end of the reporting period. The stage of
completion of a contract is measured by the percentage-of-completion method. Contract
revenue should include the revenue arising from variations in contract work, claims and
incentive payments as long as it is probable that they will result in revenue and can be
measured reliably. '

If the outcome of a construction contract cannot be estimated reliably, contract revenue should
be recognized only to the extent of contract costs incurred that it is probable will be
recoverable and contract costs should be expensed as incurred.

If it is probable that total contract costs will exceed total contract revenue, the expected loss
should be recognized as an expense immediately.

The excess of the cumulative costs incurred plus recognized profits (less recognized losses)
over the progress billings on each construction contract is presented as an asset within
“Construction receipts receivable”. While, the excess of the progress billings over the
cumulative costs incurred plus recognized profits (less recognized losses) on each construction
contract is presented as a liability within “Construction receipts payable”.

Property, Plant and Equipment

Property, plant and equipment are measured at cost less accumulated depreciation and
accumulated impairment. Costs include any incremental costs that are directly attributable to
the construction or acquisition of the item of property, plant and equipment.

Depreciation is recognized so as to write off the cost of the assets less their residual values
over their useful lives, and it is computed using the straight-line method over the following
estimated useful lives: buildings — 5 to 20 years; machinery and equipment — 3 to 5 years;
transportation equipment — 5 years; office equipment — 3 to 5 years; and other equipment — 3
to 15 years. The estimated useful lives, residual values and depreciation method are reviewed
at the end of each financial year, with the effect of any changes in estimates accounted for on a
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prospective basis.

Any gain or loss arising on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales proceeds and the carrying amount
of the asset and is recognized in profit or loss.

Intangible Assets

Intangible assets are carried at cost less accumulated amortization and accumulated
impairment losses. Cost is the amount of cash or cash equivalents paid or the fair value of
other consideration given to acquire an asset at the time of its acquisition or construction.

Computer software is amortized on an average basis over its estimated useful life of 3 years.
The exchange of simulation entertainment equipment for profit-sharing right of ticket sales is
amortized on an average basis over its estimated useful life of 5 to 10 years. If the fair value of
the asset received cannot be measured reliably, its cost is measured at the carrying amount of
the asset given up.

The estimated useful life and amortization method are reviewed at the end of each financial
year, with the effect of any changes in estimate being accounted for on a prospective basis.

Impairment of Tangible and Intangible Assets

At the end of the reporting period, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated

" in order to determine the extent of the impairment loss. When it is not possible to estimate the

recoverable amount of an individual asset, the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs. When a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest group of cash-generating units for which a

Teasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of (a) the time value of money
and (b) the risks specific to the asset for which the estimates of future cash flows have not
been adjusted.

If the recoverable amount of an asset or cash-generating unit is estimated to be less than its
carrying amount, the carrying amount of the asset or cash-generating unit is reduced to its
recoverable amount. An impairment loss is recognized immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying amount of the asset or a
cash-generating unit is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognized for the asset or cash-generating unit in
prior years. A reversal of an impairment loss is recognized immediately in profit or loss.
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Provisions

Provisions are recognized when: (a) the Group has a present legal or constructive obligation as
a result of a past event; (b) it is probable that the Group will be required to settle the obligation;
and (c) a reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to
settle the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows. ’

Employee Benefits

Short-term employee benefits are measured at the undiscounted amount of the benefits
expected to be paid in respect of service rendered by employees in a period and should be
recognized as expenses in that period when the employees render service.

For defined contribution plan, payments to the benefit plan are recognized as an expense when
the employees have rendered service entitling them to the contribution. For defined benefit
plan, the cost of providing benefit is recognized based on actuarial calculations.

Net obligation under a defined benefit plan is defined as the present value of an amount of
pension benefits that employees will receive on retirement for their services with the Group in
current period or prior periods. The liability recognized in the balance sheet in respect of
defined benefit plans is the present value of the defined benefit obligation at the balance sheet
date less the fair value of plan assets. The net defined benefit obligation is calculated annually
by independent actuaries using the projected unit credit method. The rate used to discount is
determined by using interest rates of government bonds (at the balance sheet date).

Remeasurement under a defined benefit plan recognized in other comprehensive income is
reflected immediately in retained earnings. Past service costs are recognized immediately in
profit or loss.

Financial Instruments

Financial assets and liabilities shall be recognized when the Group becomes a party to the
contractual provisions of the instruments.

Financial assets and liabilities are initially recognized at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on
initial recognition.

Financial Assets

All regular way purchases or sales of financial assets are recognized and derecognized on a
settlement date basis.
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Financial assets are classified as “Financial assets at fair value through profit or loss”,
“Held-to-maturity financial assets” and “Loans and receivables” by nature.

A. Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are stated at fair value at the end of the
reporting period, with any gains or losses arising on remeasurement recognized in profit or
loss. Such gains or losses include any dividends and interest received.

. Held-to-maturity financial assets

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturity dates that the Group has the positive intent and ability to hold
to maturity. Subsequent to initial recognition, held-to-maturity financial assets are
measured at amortized cost using the effective interest method less any impairment.

. Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market, other than: (a) financial assets at fair
value through profit or loss; (b) available-for-sale financial assets; (c) those for which the
holder may not recover substantially all of its initial investment, other than because of
credit deterioration.

Such financial assets are measured at amortized cost using the effective interest method,
less any impairment, except for those loans and receivables with immaterial discounted
effect. The effective interest rate calculation includes discounts or premiums and
transaction costs.

. Impairment of financial assets

Financial assets, other than those carried at fair value through profit or loss, are assessed
for indicators of impairment at the end of the reporting period. Those financial assets are
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 financial assets, their estimated
future cash flows have been affected less.

The amount of the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of the estimated future cash flows (has reflected
collateral and guarantee) discounted at the financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of loans and receivables, where the carrying amount is
reduced through the use of an allowance account. When loans and receivables are
considered uncollectible, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against the allowance account.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment loss was recognized,
the previously recognized impairment loss is reversed through profit or loss to the extent
that the carrying amount of the financial assets at the date the impairment loss is reversed
does not exceed what the amortized cost would have been had the impairment loss not
been recognized.
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E. Derecognition of financial assets

The Group derecognizes a financial asset only when the contractual rights to the cash
flows from the financial asset expire, or when it transfers the financial asset and
substantially all the risks and rewards of ownership of the financial asset to another entity.

On derecognition of a financial asset, the difference between the financial asset’s carrying
amount and the consideration received and receivable is recognized in profit or loss.

Financial Liabilities and Equity Instruments

A. Classification as debt or equity

Debt and equity instruments issued by the Group are classified as either financial liabilities
or as equity in accordance with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

B. | Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities. Equity instruments issued by the Group are
recognized at the proceeds received, net of direct issue costs.

C. Financial liabilities

Financial liabilities other than those held for trading purposes and designated as at fair
value through profit or loss are subsequently measured at amortized cost at the end of the
reporting period.

Financial liabilities at fair value through profit or loss are stated at fair value at the end of

the reporting period, with any gains or losses arising on remeasurement recognized in
profit or loss.

. D. Derecognition of financial liabilities

The Group derecognizes financial liabilities only when the obligations are discharged,
cancelled or has expired. The difference between the carrying amount of the financial
liability derecognized and the consideration paid and payable is recognized in profit or
loss.

Share-based Payment

For the equity-settled share-based payment arrangements, the employee services received are
measured at the fair value of the equity instruments granted at the grant date, and are
recognized as compensation cost over the vesting period, with a corresponding adjustment to
equity. The fair value of the equity instruments is measured by appropriate pricing model.

Emplovees’ Bonus and Directors’ and Supervisors’ Remuneration

Employees’ bonus and directors’ and supervisors’ remuneration are recognized as expenses
and liabilities, provided that such recognition is required under legal obligation or constructive
obligation and those amounts can be estimated reliably. However, if the accrued amounts for

17



employees’ bonus and directors’ and supervisors’ remuneration are different from the actual
distributed amounts as resolved by the shareholders’ meeting subsequently, the differences
should be recognized based on the accounting for changes in estimates.

(19) Income Tax
Income tax expense (benefit) for the period comprises current and deferred tax.
A. Current tax

The tax charge of current period and of current adjustments on prior years tax estimation
are calculated on the basis of the tax laws enacted or substantively enacted by the end of
the reporting period.

An additional 10% tax is levied on the unappropriated retained earnings and is recorded as
income tax expense in the year the shareholders resolve to retain the earnings. -

B. Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of
assets and liabilities in the consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit. Deferred tax liabilities are generally
recognized for all taxable temporary differences. Deferred tax assets are generally
recognized for all deductible temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible temporary differences can
be utilized. Deferred tax assets are recognized for an unused tax loss and credit
carryforward if, and only if, it is considered probable that there will be sufficient future
taxable profits against which the loss and credit carryforward can be utilized.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period
and reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow all or part of the deferred tax assets to be recovered. The deferred tax
assets which originally not recognized is also reviewed at the end of each reporting period
and recognized to the extent that it is probable that sufficient taxable profits will be
available to allow all or part of the deferred tax assets to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in
the year in which the liabilities are settled or the assets are realized, based on tax rates and
tax laws that have been enacted or substantively enacted by the end of the reporting period.
The measurement of deferred tax liabilities and assets reflects the tax consequences that
would follow from the manner in which the entity expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and liabilities. '

C. Others

Income tax is recognized in profit or loss, except to the extent that it relates to items
recognized in other comprehensive income or directly in equity, in which cases the tax is
also recognized in other comprehensive income or directly in equity, respectively.
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Tax privilege arising from research and development expenses uses income tax credits
accounting.

Income tax expense of the interim period is recognized based on the estimated average
annual effective income tax rate applied to the pretax income of the interim period, and the
related information is disclosed accordingly.

Government Grants

Government grants are recognized at their fair value only when there is reasonable assurance
that (a) the Group will comply with any conditions attached to the grants and (b) the grants
will be received.

Government grants related to income should be recognized as revenue in a rational and
systematic way over the periods when the related costs are expected to be incurred. However,
the government grants that are not realized yet should be presented as deferred revenue. If
there is no rational and systematic way available to recognize such government grants, then
the amount of government grants should be recognized in full when received.

Government grants related to assets should be recognized as deferred revenue. If the
government grants are related to depreciable assets, they should be recognized as revenue over
the useful lives and in the proportions in which depreciation expenses on those assets are
charged. If the government grants are not related to depreciable assets and if the government
requires an enterprise to fulfill certain obligations, the enterprise should recognize such
government grants over the periods and in the proportions in which the related costs are
incurred by the enterprise to fulfill the obligations.

If the government grants are intended to compensate for expenses or losses already incurred,
or are intended to give immediate financial support with no future related costs, the amount of
government grants should be recognized in full when there is reasonable assurance that the
grants will be received.

Revenue and Expense Recognition

Income and expenses are recognized in the consolidated statements of comprehensive income
when an increase or decrease in economic benefits can be measured reliably. Income includes
revenues and gains, while expenses include costs, losses and other expenses. If the
expenditures cannot generate future economic benefits, or if the future economic benefits do
not meet the criteria for recognition as an asset, the expenditures should be recognized as
expenses in the consolidated statements of comprehensive income.

Revenues is recognized when it is realized or realizable and earned, that is, when the eaming
process is complete or virtually complete. Expense is recognized when it is incurred.

The Group provides customized software development services. When the outcome of the
transaction involving the rendering of services can be estimated reliably, revenue associated
with the transaction shall be recognized by reference to the stage of completion of the
transaction at the end of the reporting period. When the outcome of the transaction involving
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the rendering of services cannot be estimated reliably, revenue shall be recognized only to the
extent of the costs incurred that are recoverable. If it is not probable that the costs incurred will
be recovered, revenue is not recognized and the costs incurred are recognized as expenses.

If the outcome of the transaction involving the rendering of services is estimated to bear a loss,
the loss should be recognized immediately. However, if the loss is estimated to be smaller in
future years, the difference should be reversed and recognized as a gain in that year.

(22) Earnings Per Share

Basic earnings per share are calculated as net income divided by the weighted average number
of common shares outstanding. Basic earnings per share are retrospectively adjusted to reflect
the effect of the capitalization of stock dividends from capital reserve and retained earnings.
For the purpose of calculating the diluted earnings per share, potentially dilutive common

* shares are deemed to have been converted into common stock at the beginning of the period, -
and the effect on the net income attributable to additional common shares outstanding is
considered accordingly.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES_OF:

ESTIMATION AND UNCERTAINTY

The preparation of these consolidated financial statements requires management to make critical
judgments in applying International Financial Reporting Standards endorsed by the FSC and make
critical assumptions and estimates concerning future events. Judgments and estimates are
continually evaluated and adjusted based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The following are information on key assumptions about the future and other key sources of
estimation and uncertainty at the end of the reporting period. Such assumptions and estimates may
have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year. '

(1) Impairment of Tangible and Intangible Assets

In the process of evaluating the potential impairment of tangible and intangible assets other
than goodwill, the Group is required to make subjective judgments in determining the
independent cash flows, useful lives, expected future revenue and expenses related to the
specific asset groups with the consideration of the nature of industry. Any changes in these
estimates based on changed economic conditions or business strategies could result in
significant impairment charges or reversal in future years.

(2) Realization of Deferred Income Tax Assets

Deferred tax assets are recognized to the extent that it is probable that future taxable profits
will be available against which those deferred tax assets can be utilized. Assessment of the
realization of the deferred tax assets requires the Group’s subjective judgments and estimates,
including the future revenue growth and profitability, tax holidays, the amount of tax credits
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can be utilized and feasible tax planning strategies. Any changes in the global economic
environment, the industry trends and relevant laws and regulations could result in significant
adjustments to the deferred tax assets.

(3) Valuation of Inventory

Inventories are stated at the lower of cost or net realizable value, and the Group use judgments
and estimates to determine the net realizable value of inventory at the end of the reporting
period.

Due to the rapid technological changes, the Group estimates the net realizable value of
inventory for obsolescence and unmarketable items at the end of reporting period and then
writes down the cost of inventories to net realizable value. The net realizable value of the
inventory is mainly determined based on assumptions of future demand within a specific time
horizon.

(4) Accrued Pension Liabilities

When calculating the present value of defined benefit obligation, the Company should use
judgments and estimates to determine relevant actuarial assumptions at the end of the
reporting period. Actuarial assumptions comprise the discount rate and expected rate of return
on plan assets. Changes in any actuarial assumptions may have a material impact on the
amount of defined benefit obligation.

(5) Share-based Payment

Equity-settled transaction costs between the Group and employees are measured at the fair
value of equity instruments in accordance with the given terms to determine the best pricing
model. The estimate also requires the best parameters to determine the pricing model,
including stock options’ expected duration, expected volatility, expected dividend yield, and
other assumptions. '

6. DETAILS OF SIGNIFICANT ACCOUNTS

(1) Cash and Cash Equivalents

December 31, 2015 December 31, 2014

Cash $955 $1,085
Checking accounts 53 53
Demand deposits 411,958 137,141
Foreign currency demand deposits 92,503 - 75,049
Cash equivalents 197,666 70,790
Total S $703,135 $284,118

Cash equivalents, for the purpose of meeting short-term cash commitments, consist of highly
liquid time deposits and short-term investments that are readily convertible to known amounts
of cash and which are subject to an insignificant risk of changes in value.
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Financial Assets at Fair Value Through Profit or Loss-Current

Held for Trading Financial Assets December 31, 2015 December 31, 2014
Beneficiary certificates $128,671 $121,867

Held-to-maturity Financial Assets-Current

December 31, 2015 December 31, 2014
Time deposits $719,952 $327,435

Time deposits represent deposits with maturities of more than three months.

Accounts Receivables and Long-term Accounts Receivables

December 31, 2015 December 31, 2014

Accounts receivable-current $177,397 $117,322
Long-term accounts receivable

Recoverable amount within a year 28,005 18,097
Less : Allowance for doubtful receivables (985) -
Accounts receivable, net $204,417 $135,419
Accounts receivable-related parties $3,095 $-
Less : Allowance for doubtful receivables - -
Accounts receivable-related parties, net $3,095 3-
Long-term accounts receivable $62,932 $55,490
Less : Allowance for doubtful receivables (18,559) (18,559)
Less : Recoverable amount within a year (28,005) (18,097
Long-term accounts receivable, net : $16,368 $18,834

In principle, the payment term granted to customers is due 30 days from the invoice date. The
allowance for bad debts is assessed by reference to the collectability of receivables by
performing the account aging analysis, historical experience and current financial condition of
customers.

Except for those impaired, for the rest of accounts receivable, the account aging analysis at the
end of the reporting period is summarized in the following table. Accounts receivables include
amounts that are past due but for which the Group has not recognized a specific allowance for
doubtful receivables after the assessment since there has not been a significant change in the
credit quality of its customers and the amounts are still considered recoverable. The Group
does not hold any collateral for accounts receivable.
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Aging analysis of accounts receivable

Neither past due nor impaired
Past due but not impaired
within 30 days
31-90 days
91-180 days
over 181 days
Total

Movements of the allowance for doubtful receivables

Balance at January 1

Provision of impairment
Balance at December 31

Construction Contracts

Aggregate costs incurred plus
recognized profits

Less : Progress billings

Net balance sheet position for
construction in progress

Presented as:
Construction Receipts Receivable
Construction Receipts Payable

December 31, 2015 December 31, 2014
$144,888 $-
3,023 115,950
4,350 13
36,758 19,456
15,398 -
$204,417 $135,419
2015 2014
($18,559) (818,559)
(985) -
($19,544) ($18,559)
December 31, 2015 December 31, 2014
$1,182,592 $775,180
(1,208,596) (720,560)
($26,004) $54,620
$138,140 $56,772
(164,144) (2,152)
(826,004) $54,620

As of December 31, 2015 and 2014, the retentions relating to construction confracts and the
advances received before the related construction work is performed amounted to NT$0 and

NTS$0, respectively.

Inventories

Raw materials

Supplies

Work in process

Finished goods

Simulator ride materials
Less : Allowance for losses

Total

December 31, 2015 December 31, 2014
$39,049 $-
5,859 -
359 -
184 -
175,915 24,857
$221,366 $24,857




(7) Property, Plant and Equipment

Cost
Balance at January 1
Additions
Disposals
Reclassifications

Balance at December 31

Accumulated Depreciation
and Impairment

Balance at January 1
Depreciation

Disposals

Reclassifications

Balance at December 31
Balance at December 31, net

Balance at January 1, net

Cost

Balance at January 1
Additions
Disposals

Balance at December 31

Accumulated Depreciation
and Impairment

Balance at January 1
Depreciation
Disposals

Balance at December 31
Balance at December 31, net

Balance at January 1, net

2015
Equipment
Machinery . under
Buildings and Tr]'csmlsllzi)o;tleelg?n E 2fﬁrclef<:3nt E githrirent Installation and Total
Equipment qup qup auip Construction in
Progress
$152,421 $- $- $14,400 $19,281 $154,501 $340,603
857 6,001 1,140 6,340 8,374 241,460 264,172
- - - ) - - 1)
- 5,033 - - (5,033) - -
153,278 11,034 1,140 20,669 22,622 395,961 604,704
17,161 - - 5,465 7,279 - 29,905
9,263 1,641 56 4,611 2,244 - 17,815
- - - (63) - - (63)
- 3,829 - - (3,829) - -
26,424 5,470 56 10,013 5,694 - 47,657
$126,854 $5,564 $1,084 $10,656 $16,928 $395,961 $557,047
$135,260 3- 3- $8,935 $12,002 $154,501 $310,698
2014 .
Equipment
Machinery . under
Buildings and | osportation 2?1;; o poher  Intallationand  Total
Equipment auip d ‘p auip Construction in
Progress
$149,973 $- - $7,146 $18,851 $- $175,970
2,448 - - 7,300 430 154,501 164,679
- - - (46) - - (46)
152,421 - - 14,400 19,281 154,501 340,603
8,221 - - 2,661 3,481 - 14,363
8,940 - - 2,835 3,798 - 15,573
- - - 31 - - (31)
17,161 - - 5,465 7,279 - 29,905
$135,260 3- $- $8,935 $12,002 $154,501 $310,698
$141,752 $- $- $4,485 $15,370 - $161,607
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. The significant parts of the Group’s buildings include main plants, electricity, decoration,

plumbing and drainage, extinguishing protection and air conditioning equipment, and the
related depreciation is calculated using the estimated useful lives of 20 years, 20 years, 10
years, 10 years and 8 years, respectively.

For the years ended December 31, 2015 and 2014, the amount of equipment under
installation and construction in progress was NT$395,961 thousand and NT$154,501
thousand, respectively, mainly arising from the construction of offices and factories for
phase 2 Research and Testing Center. As of December 31, 2015 and 2014, the construction
work was not yet completed.

The amount of capitalized interest for the years ended December 31, 2015 and 2014 was
NT$4,712 thousand and NT$0 thousand, respectively.

D. Please refer to Note 8 for the details of pledged property, plant and equipment.
Intangible Assets
2015 2014
Computer Software Computer Software
Cost
Balance at January 1 $11,301 $5,742
Additions 13,783 5,918
Disposals (965) (359)
Balance at December 31 24,119 11,301
Accumulated amortization
and impairment
Balance at January 1 5,215 2,458
Amortization 5,882 3,116
Disposals _ : - (965) : (359)
Balance at December 31 10,132 5,215
Balance at December 31, net $13,987 $6,086
Balance at January 1, net $6,086 ' $3,284
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(9) Other Current and Noncurrent Assets

December 31, 2015 December 31, 2014
Other financial assets $92,917 $75,484
Tax receivable 5,701 1,726
Temporary payments 5,192 638
Prepayments for equipment 73,754 -
Others 1,713 249
Other noncurrent assets
a) Profit sharing right of
ticket sales 97,274 6,661
b) Franchise fee and
guaranteed royalty 14,368 -
Total _ _ $290,919 $84,758
: December 31, 2015 December 31, 2014
Current portion $83,023 $35,017
Noncurrent portion 207,896 49,741
Total $290,919 $84,758

A. Please refer to Note 8 for the details of other financial assets used as collateral.

B. Brogent Mechanical Inc., a subsidiary of the Company, signed a purchase contract for land
and plant amounting to NT$168,000 thousand in November, 2015. As of December 31,
2015, the amount of prepayments was NT$60,721 thousand.

C. Please refer to Notes 9(3) and (4) for the details of the contract commitments related to
other noncurrent assets.

(10) Other Payables

December 31, 2015 December 31, 2014
Accrued payroll $44,497 $43,534
Payables on equipment 4,084 ' 34,597
Accrued insurance 1,966 1,349
Accrued professional fee 2,462 -
VAT payable 1,827 -
Accrued pension 1,079 735
Others 10,771 4,447
Total $66,686 $84,662
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(11) Long-term Bank Loans

December 31, 2015 December 31, 2014

Secured Loans
Taiwan Cooperative Bank :

Loan period from February, 2013 to August,
2027; monthly repayments beginning from
August, 2014 to August, 2027 at an annual $87,244 $93,838
rate of 1.71% ~2.36%.

‘Loan period from October, 2014 to April,
2016; monthly payment of interest at an
annual rate of 1.83% beginning in October, 21,933 21,933
2014 and repayment of principal upon
maturity.

Loan period from November, 2014 to April,
2016; monthly payment of interest at an :
annual rate of 1.83% beginning in 18,178 18,178
November, 2014 and repayment of principal
upon maturity.

Loan period from December, 2014 to April,
2016; monthly payment of interest at an
annual rate of 1.83% beginning in 45,249 45,249
December 2014 and repayment of principal
upon maturity.

Loan period from January, 2015 to April,
2016; monthly payment of interest at an ,
annual rate of 1.83% beginning in January, 28,756 -
2015 and repayment of principal upon
maturity.

Loan period from February, 2015 to April,
2016; monthly payment of interest at an
annual rate of 1.83% beginning in February, 22,666 -
2015 and repayment of principal upon '
maturity. '

Loan period from March, 2015 to April,
2016; monthly payment of interest at an

annual rate of 1.83% beginning in March, 12,501 -
2015 and repayment of principal upon
maturity.
Loan period from April, 2015 to April, 2016;
monthly payment of interest at an annual 5.789 )

rate of 1.83% beginning in April, 2015 and
repayment of principal upon maturity.

Loan period from May, 2015 to April, 2016;
monthly payment of interest at an interest 7975
rate of 1.83% beginning in May, 2015 and ’
repayment of principal upon maturity.

(Continued)
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December 31, 2015 December 31, 2014

Secured Loans

Loan period from June, 2015 to April, 2016;
monthly payment of interest at an annual 15.314
rate of 1.83% beginning in June, 2015 and ’
repayment of principal upon maturity.

Loan period from July, 2015 to April, 2016;
monthly payment of interest at an annual 11.788
rate of 1.83% beginning in July, 2015 and ’
repayment of principal upon maturity.

Loan period from August, 2015 to April,
2016; monthly payment of interest at an
annual rate of 1.83% beginning in August, 13,342 -
2015 and repayment of principal upon '

* maturity. -

Loan period from September, 2015 to April,
2016; monthly payment of interest at an
annual rate of 1.83% beginning in 10,078 -
September, 2015 and repayment of
principal upon maturity.

Loan period from October, 2015 to April,
2016; monthly payment of interest at an
annual rate of 1.83% beginning in October, 7,337 -
2015 and repayment of principal upon
maturity.

Loan period from December, 2015 to April,
2016; monthly payment of interest at an

annual rate of 1.83%beginning in 10,474 -
December, 2015 and repayment of
principal upon maturity.
318,624 179,198
Less : Current portion ' (238,060) ' (6,569)
Noncurrent liabilities $80,564 $172,629

(Concluded)

A. The Company signed a long-term contract with Taiwan Cooperative Bank Co., Ltd. in
February, 2013, and the total financing amount was NT$96,000 thousand.

B. The Company signed a long-term contract for Phase 2 construction project of Kaohsiung
Software Park with Taiwan Cooperative Bank Co., Ltd. in October, 2014, and the total
financing amount was NT$240,000 thousand.

C. Brogent Mechanical Inc., a subsidiary of the Company, signed a General Agreement for
Omnibus Credit Lines and Banking Transactions with CTBC Bank Co., Ltd. in December,
2015, and the total financing amount was NT$120,000 thousand. As of December 31, 2015,
the actual drawings was NTS$0.
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D. The Company’s buildings were used as first-priority mortgage on the collateral for the
secured loans. Details were summarized in Note 8.

Pensions

2015 2014
Defined benefit pension costs $563 $472
Defined contribution pensions 5,659 3,606
Total $6,222 $4,078

A. The Company has a defined benefit plan under the Labor Standards Law that provides
benefits based on an employee’s length of service and average monthly salary for the
six-month period prior to retirement. The Company makes monthly contributions to the
retirement fund deposited with Bank of Taiwan, the trustee, under the name of the
independent retirement fund committee. Also, the Company would assess the balance in
the aforementioned labor pension reserve account by the end of December 31, every year.
If the account balance is insufficient to pay the pension calculated by the aforementioned
method, to the employees expected to be qualified for retirement next year, the Company
will make contributions to cover the deficit by next March. As of December 31, 2015 and
2014, the Company’s pension account balance was NT$991 thousand and NT$923
thousand, respectively.

B. Reconciliation on the present value of defined benefit obligation and the fair value of plan
assets were as follows:

December 31, 2015 December 31, 2014

Present value of defined benefit

obligation $8,576 $7,910
Fair value of plan assets (1,600) (923)
Accrued pension liabilities $7,576 $6,987

C. Accumulated amounts of actuarial gains or losses recognized under other comprehensive
income were as follows: ‘ ‘ ‘

2015 2014
Balance at January 1 (51,220) (8534)
Current actuarial gain (loss) (78) (686)
Balance at December 31 ($1,298) ($1,220)

D. The retirement funds are all deposited in the Trust Department, Bank of Taiwan. Expected
return on plan assets was estimated based on historical returns and shall not be less than
the interest rate of a two-year time deposit of local banks by reference to the status of
Labor Retirement Fund utilization by the Labor Pension Fund Supervisory Committee.

E. Actuarial assumptions:
December 31, 2015 December 31, 2014

Discount rate 1.80% 1.90%
Expected rate of return on plan assets 1.20% 1.20%
Future salary increase rate 2.00% 2.00%
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F. Historical information of experience adjustments was as follows:

2015 2014

Present value of defined benefit

obligation at year end $8,576 $7,910
Fair value of plan assets at year end (1,000) (923)
Surplus or deficit in the plan $7,576 $6,987
Experience adjustments on plan

liabilities $286 $835
Experience adjustments on plan assets (36) ‘ (310)

G. The Company disclosed related pension information in accordance with the actuarial
valuation report as follows:

, 2015 . 2014
Service cost $422 $355
Interest cost 160 128
Expected return on pension assets (19) (11)
Current pension costs $563 $472

H. As of December 31, 2015, the Group expects to make contributions of NT$192 thousand
to the defined benefit plans in the next twelve months.

I. The new pension plan under the Labor Pension Act which became effective on July 1,
2005, is deemed a defined contribution plan. The employees with R.O.C. nationality can
choose to continue to use the Labor Standards Law’s pension regulations, or be subject to
the pension mechanism under the Labor Pension Act, and their seniority prior to the
enforcement of this Act shall be maintained. The Company and its domestic subsidiaries
have made monthly contributions equal to 6% of each employee’s monthly salaries and
wages to the employees’ individual pension accounts at the Bureau of Labor Insurance.
For defined contribution plan, payments to the benefit plan are recognized as an expense.

Capital Stock
December 31, 2015 December 31, 2014

Authorized capital $500,000 $500,000
Issued capital $446,780 $336,800
Advance receipts for common stock $- $4,494

As of December 31, 2015, the authorized shares were 50,000 thousand shares, including 2,000
thousand shares reserved for employee stock options. A holder of issued shares with par value
of NT$10 per share is entitled to vote and to receive dividends. The issued and paid shares
were 44,678 thousand shares. '

To bring in strategic investors, the issuance of 6,000 thousand shares at a premium of NT$240
per share by private placement had been resolved at the interim shareholders® meeting on
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December 19, 2014, resulting in advance receipts for common stock for the year ended
December 31, 2014. To fulfill the needs of future operation and enhancing the working capital,
the issuance of not more than 3,300 thousand shares by private placement had been resolved at
the general shareholders’ meeting on June 11, 2014. The privately placed shares would be
issued in one or several installments (not more than two times) within one year after the
resolution of the shareholders’ meeting. The shareholders’ meeting authorized the Board of
Directors with full power and authority to handle related matters. The record date determined
by the resolution of the Board of Directors was June 4, 2015. There were 1,030 thousand
shares issued by private placement at a premium of NT$308 per share. Aforementioned
issuance of new shares had already been registered. As of the date of the consolidated financial
statements, there are 7,030 thousand shares issued by private placement. All the rights and
obligations for the privately placed shares are the same as those for the issued common shares
of the Company. However, except for being transferred to a transferee meeting the
requirement under Article 43-8 of the Securities and Exchange Act, the privately placed shares
cannot be sold within three years after delivery of shares.

Additional Paid-in Capital

Under the R.O.C. Company Law, except for covering accumulated deficit or issuing new
shares or cash to shareholders, the capital reserve shall not be used for any other purpose.

. Unless the legal reserve is insufficient, the capital reserve should not be used to cover

accumulated deficit.

The capital reserve arising from paid-in capital in excess of par value on issuance of common
stocks and donations can be used to issue new shares or cash to shareholders by the special
resolution of the shareholders’ meeting, provided that the Company has no accumulated deficit.
Further, the amount of capital reserve to be capitalized mentioned above should not exceed
10% of the paid-in capital each year.

(15) Retained Earnings and Dividend Policy

A. When allocating the net profits for each fiscal year, the Company shall first offset its losses
in previous years and set aside a legal capital reserve at 10% of the profits left over, until
the accumulated legal capital reserve has equaled the total capital of the Company; then set
aside special capital reserve in accordance with relevant laws or regulations or as
requested by the authorities in charge; and then set aside 10%~15% of the balance as
employees’ bonus and not more than 2% of the balance as directors’ and supervisors’
remuneration. The Company may issue stock bonuses to employees of an affiliated
company meeting the conditions set by the Board of Directors. The remaining balance
along with the unappropriated earnings at the beginning of the period shall be distributed
according to the resolution of the shareholders’ meeting.

As the Company operates in a volatile business environment and is in the stable growth
stage, the residual dividend policy is adopted taking into consideration the Company’s
operation expansion, working capital and long-term financial planning. The Company
measures future capital needs through future capital budgeting, then use retained earnings
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to fund its capital needs. The remainder will be distributed by way of cash dividend or
stock dividend, and the cash dividend shall not be less than 10% of total dividends.

B. Under the R.O.C. Company Law, the Company shall not pay dividends or bonuses when
there is no profit. Except for covering accumulated deficit or issuing new shares or cash to
shareholders, the legal reserve shall not be used for any other purpose. The use of legal
reserve for the issuance of stocks or cash to shareholders is permitted, provided that the
balance of the reserve exceeds 25% of the Company’s paid-in capital.

C. The appropriations of earnings for 2014 had been resolved at the shareholders’ meeting on
May 20, 2015. The appropriations were as follows:

2014
. Dividends Per Share
Amount (NTS)
Legal reserve ' ' $22,443
Cash dividends 79,360 $2
Stock dividends 39,680 1
Total $141,483

D. The appropriations of earnings for 2015 had been approved in the meeting of the Board of
Directors held on March 9, 2015 and are to be presented for approval in the shareholders
meeting. The appropriations were as follows:

2015
Dividends Per Share
Amount (NT$)
Legal reserve $11,238
Special reserve 751
Cash dividends 110,610 $2.50
Total ‘ $122,599

E. According to the amendments to the R.0.C. Company Law in May, 2015, the dividends
and bonuses shall be distributed to shareholders and the employees are not entitled to share
bonuses. Please refer to Note 6(19) for the details of the accrued and actual amounts of
employees’ bonuses and directors’ and supervisors’ remuneration. The Company expects
to amend the Articles of Association at the general shareholders’ meeting in 2016.

(16) Treasury Stock

In order to retain and recruit talents, motivate employees and enhance their centripetal force,
the Company expected to repurchase 1,000 thousand shares representing 2.24% of the total
issued shares on the approval of the Board of Directors in July, 2015. The repurchase period
was from July 22, 2015 to September 21, 2015. The predetermined interval of repurchase
price was from NT$170 to NT$448 per share.

32



)

(18)

From July 23, 2015 to September 1, 2015, the Company repurchased 1,000 thousand shares at
the price of NT$249.5-NT$283 per share, and the total amount of the repurchase was
NT$266,072 thousand. As of December 31, 2015, the Company had 43,678 thousand shares

outstanding.

Net Revenue

Ttems 2015 2014
Construction contract revenue $675,537 $812,086
Mobile phone software revenue 593 2,377
Service and maintenance revenue 4348 15,048
Sales revenue 24,946 -
Total $705,424 $829,511
Other Gains and Losses
2015 2014 .

Gain ( Loss) on financial assets at fair value

through profit or loss ($4,714) $2,700
Gain on financial liabilities at fair value through

profit or loss - 472
Net currency exchange gain 7,435 12,180
Gain on disposal of investment 2,181 3,264
Loss on disposal of property, plant and equipment ®) -
Other gains 9,343 18,054
Other losses (6,594) (613)
Total $7,643 $36,057
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(19) Additional Information of Expenses by Nature

2015
Ttems Cost of Operating Total
Revenue Expenses

Employee benefit expense
Salaries and wages $53,210 $84,855 $138,065
Labor/Health insurance expenses 5,505 5,820 11,325
Pension costs 3,002 3,220 6,222
Other employee benefit expenses 2,561 4,620 7,181
Total $64,278 $98,515 $162,793
Depreciation expense $10 $17,805 $17,815
Amortization expense $7 $5,875 $5,882

2014
Ttems Cost of Operating Total
Revenue Expenses .

Employee benefit expense
Salaries and wages $16,758 $83,879 $100,637
Labor/Health insurance expenses 1,784 5,176 6,960
Pension costs 944 3,134 4,078
Other employee benefit expenses 999 4,228 5,227
Total $20,485 $96,417 $116,902
Depreciation expense $- $15,573 $15,573
Amortization expense $- $3,116 $3,116

As of December 31, 2015 and 2014, the number of the Company’s employees was 209 and
145, respectively, state of agreeing with the calculation basis of employee benefit expense
recognized above. ' ' ‘

The accrued amounts of employees’ compensation and directors’ and supervisors’
remuneration for 2015 based on income before tax as proposed by the Board of Directors on
March 9, 2016 were NT$16,059 thousand and NT$3,212 thousand, respectively. The proposed
distribution amounts above were state of agreeing with the amounts recognized as expenses in
2015, and such amounts are to be resolved by the general shareholders’ meetings in 2016.

The accrued amounts of employees’ bonus and directors’ and supervisors’ remuneration for
2014 based on net income as resolved by the shareholders’ meeting on May 20, 2015 were
NT$20,199 thousand and NT$4,040 thousand, respectively. The actual distribution amounts
above were state of agreeing with the proposal of the Board of Directors on March 24, 2015
and had been recognized as expenses in 2014.

The accrued amounts of employees’ compensation and directors’ and supervisors’
remuneration were recognized as expenses. If the actual distribution amounts subsequently
resolved by the shareholders’ meeting differ from the accrued amounts, the differences should
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be recognized in profit or loss in next year. The information about the appropriations of
employees’ compensation and directors’ and supervisors’ remuneration as proposed by the
Board of Directors and resolved by the shareholders’ meeting will be posted in the “Market
Observation Post System” at the website of Taiwan Stock Exchange.

(20) Income Tax

A. Income tax expense recognized in profit or loss consisted of the following:

2015 2014
Current tax:
Current tax on profits for the period $28,132 $34,193
Additional income tax on unappropriated
earnings 8,226 -
Current adjustments on prior years tax
estimation ' (2,174) 119
Total current tax 34,184 34,312
Deferred tax:
The origination and reversal of temporary
differences (1,351) (24)
Loss carryforwards (375) 11,022
Income tax credits - -
Total deferred tax (1,726) 10,998
Income tax expense $32,458 $45,310
B. Income tax expense recognized in other comprehensive income:
2015 2014
Deferred income tax expense (benefit)
Remeasurement of defined benefit plans (813) $-
Exchange differences arising on translation of
foreign operations 140 -
: : $127 » $-

C. A reconciliation of income before income tax and income tax expense recognized in profit
or loss was as follows:

2015 2014

Income before income tax $152,227 $269,742
Income tax expense at the statutory rate (17%) $27,546 $45,856
Effects from adjusting items in determining taxable

income 586 (11,663)
The origination and reversal of temporary

differences (1,351) (24)
Loss carryforwards (375) 11,022
Additional income tax on unappropriated earnings 8,226 -
Current investment tax credits - -
Income tax adjustments on prior years (2,174) 119
Income tax expense recognized in profit or loss $32,458 $45,310
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D. Amounts of deferred tax assets or liabilities were as follows:
December 31, 2015 December 31, 2014

Temporary differences
Unrealized defined benefit pensions $465 $378
Loss on valuation of accounts receivable 278 584
Unrealized exchange gains (1,161) (1,052)
Loss (Gain) on valuation of financial assets 342 (459)
Depreciation expense 1,701 -
Unrealized sales profit 863 -
Gain on investment using equity method (1,559) -
Others (127) -

Loss carryforwards 375 -
Deferred income tax assets (liabilities) $1,177 ($549)

E. Unused loss carryforwards and tax-exemption information were as follows:

As of December 31, 2015, unused loss carryforwards of Brogent Creative Inc., a
subsidiary of the Company, consisted of the following:

Remaining Usable Until

Vear Incurred Creditable Used Creditable Creditable
Amount Amount Year
Amount
2015 $91 $- $91 2025

As of December 31, 2015, unused loss carryforwards of Brogent Global Inc., a subsidiary
of the Company, consisted of the following:

Remaining

Year Incurred Creditable Used Creditable Creditable Usable Until
Amount Amount Year
Amount
2015 $2,115 $- $2,115 2025

F. Integrated income tax information of the Company:
December 31, 2015 December 31, 2014

Balance of the Imputation Credit Account $37,410 $6,885
2015(Expected) 2014(Actual)
Tax creditable ratio of earnings distribution 19.22% 15.80%

Under the Income Tax Law, the imputation credit allocated to shareholders is based on its
balance as of the date of the dividend distribution. The estimated creditable ratio may
change when the actual distribution of the imputation credit is made.

Effective from January 1, 2015, the creditable ratio for individual shareholders residing in
the Republic of China will be half of the original creditable ratio according to the revised
Income Tax Law. '

G. As of December, 2015, the Company’s income tax returns through 2013 have been
assessed and approved by the Tax Authority.
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(21) Earnings Per Share

Basic earnings per share

Diluted earnings per share

2015

2014

$2.57

$6.22

$2.57

$6.22

Eamnings per share is computed as follows:

2015

Basic earnings per share
Net income attributable to common
shareholders of the parent

Effect of dilutive potential common
shares
Diluted earnings per share
Net income attributable to common
shareholders of the parent (including
effect of dilutive potential common
shares)

2014

Basic earnings per share
Net income-attributable to common
shareholders of the parent

Effect of dilutive potential common
shares
Diluted earnings per share -

Net income attributable to common
shareholders of the parent (including
effect of dilutive potential common
shares)

Amount Number of Shares  Eamings Per Share
(In Thousands) (In Thousands) (NTS)
$112,384 43,712 $2.57
$112,384 43,712 $2.57
$224,432 36,078 $6.22
$224,432 36,078 $6.22

The effect of the issuance of stock dividends had been retrospectively adjusted in calculation
of earnings per share. The movements of basic and diluted earnings per share because of
retrospective adjustments were as follows: ’

Basic earnings per share

Diluted earnings per share

2014 _
Before Retrospective After Retrospective
Adjustments Adjustments
$6.83 $6.22
$6.83 $6.22
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7. RELATED PARTY TRANSACTIONS

(1) In preparing the consolidated financial statements, the transaction amounts and balances
between the Company and its subsidiaries (the Company’s related parties) had been eliminated
and were not disclosed in this Note. The significant transactions between the Group and other

related parties were as follows:

A. Sales

Type of Related Parties 2015 - 2014

Entities with significant influence over
the subsidiary $3,390 $-

B. Purchases

Type of Related Parties 2015 2014

Entities with significant influence over
the subsidiary $48,123 $-

C. Receivables from related parties

Financial Statement Type of Related December 31,2015 December 31, 2014

Items Parties
Accounts Entities with
receivable-related significant
parties influence over the
subsidiary $3,005 $-

D. Payables to related parties

Financial Statement Type of Related December 31,2015 December 31, 2014
Items Parties

Accounts Entities with
payable-related parties significant
influence over the

subsidiary $8,496 $-
Other payables-related Entities with
parties © significant
influence over the
subsidiary . $150 $-

E. Acquisition of other assets

Type of Related Parties 2015 2014

Entities with significant influence over
the subsidiary . $14,368 $-
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F. Other related parties transactions

Financial Statement Type of Related » 2015 2014
Items Parties
Manufacturing Entities with
expenses significant
influence over the
subsidiary $9,995 $-
Administrative Entities with
expenses significant
influence over the
subsidiary $3,000 $-
Selling and marketing  Entities with
expenses significant
 influence over the
subsidiary $920 $-
Research and Entities with

development expenses significant
influence over the

subsidiary $286 $-
Refundable deposits Entities with

significant

influence over the

subsidiary $500 $-

The sales prices and payment terms between the Group and its related parties are not
significantly different from those to non-related parties. For other related party transactions
with no same classified variety, which prices and terms are determined in accordance with
mutual agreements.

(2) Key management compensation was as follows:

2015 2014
Short-term employee benefits $12,822 $11,295
Post-employment benefits 626 472
Total $13,448 $11,767
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8. PLEDGED ASSETS

@)

Pledged Assets December 31,2015  December 31,2014 Purpose
Other financial Construction
assets-current (Pledged $67,133 $32,404  performance
time deposits) guarantee , warranty
Other financial Construction
assets-current (Restricted 3,284 - performance
assets-reserve account) guarantee
Other financial Construction
assets-noncurrent ) 20.580 erformance
(Restricted assets-reserve ’ P
guarantee
account)
Other financial Lease development
assets-noncurrent (Pledged 22,500 22,500 ©10p
. N guarantee
time deposits)
Buildings 126,854 135,260 Long-term loans
Total book value $219,771 $210,744
9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED
CONTRACT COMMITMENTS
(1) As of December 31, 2015 and 2014, the Company had outstanding notes payable for the

purpose of construction performance guarantee and warranty amounting to NT$15,468
thousand and NT$180,481 thousand, respectively.

Significant Operating Lease Arrangements

In order to raise up the technical level, corporate image, and focus on research and

development resources in response to future continual growth, the Company should increase

capacity to achieve the goal of sustainable management. The Company leased 1.85 hectares of .
land from the Kaohsiung Software Technology Park to establish the Operations Research and

Development Center on February 29, 2012. The lease period is 20 years, beginning from March

14, 2012 to March 13, 2032. The lease agreements can be renewed upon expiration. As of

December 31, 2015 and 2014, the Company had pledged time deposits for the purpose of lease

development guarantee amounting to NT$22,500 thousand and NT$22,500 thousand,

respectively. The lease payments recognized in 2015 and 2014 were NT$6,437 thousand and

NT$5,551 thousand, respectively.

The future aggregated minimum lease payments are as follows:

Years Range on the Lease December 31, 2015 December 31, 2014
Within 1 year $6,661 $6,437
Over 1 year and not later than 5 years 39,069 34,629
Later than 5 years 124,351 135,452
Total $170,081 $176,518
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The Company signed a construction contract for indoor playground equipment of the theme
park amounting to NT$375,000 thousand with the buyer in July, 2014. The buyer shall pay
NT$150,000 thousand for construction work to the Company and the remaining NT$225,000
thousand shall be paid by the proceeds from ticket sales. After the buyer pays up the total
contract price, it still needs to pay the proceeds from ticket sales to the Company until the
equipment is out of operation.

According to the above contract, because of the exchange of the other 60% value of the
playground equipment assets, the Company has obtained the right to share the profits of the
tickets and the sale of its peripheral products and asks for monthly payments from the operation
start date of the equipment.

The Company signed a copyright-contract with the seller in October, 2014, including franchise
fees amounting to 6,250 thousand yen and guaranteed royalties amounting to 48,000 thousand
yen. The Company shall continue to pay royalties based on the contract provision even the
guaranteed royalties are in-sufficient during the copyright period.

10.SIGNIFICANT DISASTER LOSS

None.

11.SIGNIFICANT EVENTS AFTER THE REPORTING PERIOD

(1

@)

€)

The Company’s buildings are structured with a steel-reinforced concrete construction. After
considering the main structure and actual usage of the buildings, the buildings were assessed to
have longer useful life. Therefore, to be in compliance with the consumption of the future
economic benefits of the buildings, the Company re-considered the estimated useful life of
these buildings.

Effective from 2015, in response to the buildings’ current status and future economic benefits,
the Board of Directors resolved to change the useful life from 20 years to 50 years on
December 30, 2015. The change of the estimated useful life will decrease depreciation
expenses by NT$3,622 thousand in 2016, with the effect of any changes in estimates accounted
for on a prospective basis.

Brogent Mechanical Inc., a subsidiary of the Company, borrowed NT$120,000 thousand from
CTBC Bank Co., Ltd. with 15-years installment starting in January, 2016.

Brogent Mechanical Inc., a subsidiary of the Company, purchased land and plant for
NT$168,000 thousand, and paid in full to acquire the assets in January, 2016.
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12.0THERS

(1) Financial Instruments

A. Categories of financial instruments

December 31, 2015 December 31, 2014
Financial Assets

Cash and cash equivalents $703,135 $284,118
Financial assets at fair value through

profit-or loss 128,671 121,867
Held-to-maturity financial

assets-current 719,952 327,435
Accounts and notes receivable 271,064 141,474
Accounts and notes receivable-related :

parties 3,095 -
Refundable deposits 9,633 3,422
Other financial assets 92,917 75,484
Long-term receivables 16,368 18,834
Total $1,944,835 $972,634

Financial Liabilities

Accounts and notes payable $65,700 $80,152
Accounts and notes payable-related

parties 8,496 -
Other payables 66,686 84,662
Other payables-related parties 150 -
Long-term bank loans (including

current portion) 318,624 179,198
Total $459,656 $344,012

B. Financial risk management objectives

The Group manages its exposure to market risk (including foreign currency risk, interest
rate risk and price risk), credit risk and liquidity risk with the objective to reduce the
potentially adverse effects the market uncertainties may have on its financial performance.

The plans for material treasury activities are reviewed by the Board of Directors in
accordance with procedures required by relevant regulations and internal controls. During
the implementation of such plans, the Group must comply with certain treasury procedures
that provide guides for overall financial risk management and segregation of duties.
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C. Market risk

The Group is exposed to the market risks arising from changes in foreign exchange rates
and interest rates.

(a) Foreign currency risk

Some majority of the Group’s operating activities are denominated in foreign
currencies. Consequently, the Group is exposed to foreign currency risk.

The Group’s sensitivity analysis to foreign currency risk mainly focuses on the foreign
currency monetary items at the end of the reporting period. Assuming an unfavorable
(or favorable) 10% movement in the levels of the United States dollar against the New
Taiwan dollar, the net income for the years ended December 31, 2015 and 2014 would
have decreased (or increased) by NT$50,953 thousand and NT$16,141 thousand,
respectively. Assuming an unfavorable (or favorable) 10% movement in the levels of

. the Canadian dollar against the New Taiwan dollar, the net income for the years ended
December 31, 2015 and 2014 would have decreased (or increased) by NT$4,038
thousand and NT$6,053 thousand, respectively. Assuming an unfavorable (or favorable)
10% movement in the levels of the Euro against the New Taiwan dollar, the net income
for the years ended December 31, 2015 and 2014 would have decreased (or increased)
by NT$7,037 thousand and NT$8,194 thousand, respectively. Assuming an unfavorable
(or favorable) 10% movement in the levels of the Chinese Yuan against the New
Taiwan dollar, the net income for the years ended December 31, 2015 and 2014 would
have decreased (or increased) by NT$16,816 thousand and NT$15,640 thousand,
respectively.

(b) Interest rate risk

Interest rate risk refers to the risk that the fair value of financial instruments will
change as a result of changes in market interest rates. The Group is exposed to interest
rate risk arising from fixed-income investments and fixed-rate loans.

The Group’s sensitivity analysis to interest rate risk mainly focuses on changes in
interest rates of fixed-income investments and fixed-rate loans at the end of the
reporting period. Assuming an increase (or decrease) in interest rates of 10 basis point
(0.1%), the net income for the years ended December 31, 2015 and 2014 would have
decreased (or increased) by NT$359 thousand and NT$122 thousand, respectively.

(c) Other price risk

The Group is exposed to price risk arising from financial assets and liabilities at fair
value through profit or loss.

The Group’s sensitivity analysis to price risk mainly focuses on changes in fair value at
the end of the reporting period. Assuming an increase (or decrease) of 7% in prices of
financial instruments, the net income for the years ended December 31, 2015 and 2014
would have increased (or decreased) by NT$9,007 thousand and NT$8,531 thousand,
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respectively.
D. Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations
resulting in financial loss to the Group. The Group is exposed to credit risk from operating
activities, primarily accounts receivables, and from financing activities, primarily bank
deposits, fixed-income investments and other financial instruments. Credit risk is managed
separately for business related and financial related exposures.

(a) Business related credit risk

The Group has set the procedures for business related credit risk to maintain the quality
of accounts receivable. The Group assesses the credit quality of the customers by
taking into account their financial position, the credit rating agencies’ rating, the
Group’s internal credit rating, historical trading records, current economic situation and
other factors. The Group also uses some credit enhancement instruments such as
prepayment for purchases and credit insurance to reduce certain customers’ credit risk.

As of December 31, 2015 and 2014, the Group’s three largest customers accounted for
65.43% and. 99.13% of accounts receivable, respectively. The Group believes the
concentration of credit risk is insignificant for the remaining accounts receivable.

(b) Financial credit risk

The Group monitors and reviews credit risk of bank deposits, fixed-income
investments and other financial instruments. The counterparties are banks with good
credit quality, financial institutions with investment grade or above, corporations and
government agencies, so there is no significant compliance concerns and credit risk.
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E. Liquidity risk management

The objective of liquidity risk management is to ensure the Group has sufficient cash and
cash equivalents, highly liquid securities and adequate bank lines to maintain financial

flexibility.

The table below summarizes the maturity profile of the Group’s financial liabilities based
on contractual undiscounted payments, including principal and interest.

Less than 1
year 2-3 years 4-5 years  Over 5 years Total
December 31, 2015
Accounts and notes
payable : $65,700 $- $- $- $65,700
Accounts and notes
payable-related parties 8,496 - - - 8,496
Other payables 66,686 - - - 66,686
Other payables-related
parties 150 - - - 150
Long-term bank loans 240,887 16,985 16,985 57,324 332,181
Total $381,919 $16,985 $16,985 $57,324 $473,213
December 31, 2014
Accounts and notes
payable $80,152 $- $- $- $80,152
Other payables 84,662 - - - 84,662
Long-term bank loans 8,290 102,074 16,714 64,763 191,841
Total $173,104 $102,074 $16,714 $64,763 $356,655

F. Fair value of financial instruments

(2) Fair value of financial instruments carried at amortized cost

The Group considers that the carrying amounts of financial assets and financial
liabilities carried at amortized cost in the consolidated financial statements

approximate their fair values.

(b) Valuation techniques and assumptions used in fair value measurement are as follows:

I. The fair values of cash and cash equivalents, accounts receivable, other financial
assets-current, short-term loans and accounts payable are approximately equal to the
carry amounts because of short maturity.

II. The fair values of financial assets and financial liabilities with standard terms and
trading in active liquid markets are determined with reference to quoted market
prices (includes publicly traded stocks and beneficiary certificates).

III. The fair values of other financial assets and financial liabilities are determined in
accordance with generally accepted pricing models based on discounted cash flow
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analysis.
(c) Fair value measurements recognized in the consolidated balance sheets
The following table provides an analysis of financial instruments that are measured

subsequent to initial recognition at fair value, grouped into Levels 1 to 3 based on the
degree to which the fair value is observable:

I. Level 1 fair value measurements are those derived from quoted prices (unadjusted)
in active markets for identical assets or liabilities;

IL Level 2 fair value measurements are those derived from inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices); and

IIL. Level 3 fair value measurements are those derived from valuation techniques that
include inputs for the asset or liability that are not based on observable market data

(unobservable inputs).

Financial assets and liabilities measured at fair value on a recurring basis

Financial instruments that are measured subsequent to initial recognition at fair value
are primarily publicly traded stocks and beneficiary certificates that their fair value
measurements are those derived from quoted prices in active markets for identical

assets.

The following table presents the Group’s financial assets and liabilities measured at fair
value on a recurring basis:

December 31, 2015
Level 1 Level 2 Level 3 Total
Financial Assets at Fair
Value Through Profit
or Loss
Beneficiary certificates $128,671 $- $- $128,671
December 31, 2014
Level 1 Level 2 Level 3 Total
Financial Assets at Fair
Value Through Profit
or Loss
Beneficiary certificates $121,867 $- $- $121,867

For assets and liabilities held as of December 31, 2015 and 2014 that are measured at
fair value on a recurring basis, there were no transfers between Level 1 and Level 2 of
the fair value hierarchy.
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There were no purchases and disposals for assets on Level 3 for the years ended
December 31, 2015 and 2014, respectively.

) CapitalvRisk Management

The Group’s objective of capital management is to maintain robust credit rating and good
capital ratio to support business operations and maximize shareholders’ interests. In order to
maintain and adjust the capital structure, the Group may adjust the amount of dividends paid
to shareholders, return capital to shareholders or issue new shares.

(3) Information about Foreign Currency Financial Assets and Liabilities with a Significant

Impact on the Group

Financial Assets

December 31, 2015

December 31, 2014

Monetary items
USD
CAD
EUR
CNY
JPY

Non-monetary items
JPY
CNY

Financial Liabilities

Monetary items
USD
EUR
CNY

Foreign Exchange "~ Foreign Exchange

Currencies Rate TWD Currencies Rate TWD
$15,610 32.78 $511,696 $5,108 31.60 $161,414
1,716 23.53 40,377 2,229 27.16 60,528
2,053 35.68 73,251 2,141 38.27 81,937
33,874 4.97 168,354 30,866 5.067 156,398
107 0.27 29 1,349 0.263 354
48,000 0.27 12,960 - - -
4 4.97 20 - - -
66 32.88 2,170 - - -
5 36.08 180 - - -
41 5.02 206 - - -
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13.ADDITIONAL DISCLOSURES

(1) Related Information on Significant Transactions

@

&)

No. Items Table
1 Financings provided None
2 Endorsement/guarantee provided None
3 Marketable securities held at the end of the period (excluding 1
investments in subsidiaries, associates and jointly controlled
entities)

4 Aggregate purchases or sales of the same securities reaching 2
NT$300 million or 20% of the paid-in capital or more

5 Acquisition of individual real estate reaching NT$300 million or 3
20% of the paid-in capital or more '

6 Disposal of individual real estate reaching NT$300 million or 20% None
of the paid-in capital or more

7 Total purchases from or sales to related parties reaching NT$100 None
million or 20% of the paid-in capital or more

8 Receivables from related parties reaching NT$100 million or 20% None
of the paid-in capital or more

9 Derivative financial instruments undertaken during the reporting None
period

10 Others: The business relationship between the parent and the 4

subsidiaries and significant transactions between them

. Information on Investees

Please see Table 5 attached (excluding the investee in Mainland China).

Information on Investments in Mainland China

Please see Table 6 attached.
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14.0PERATING SEGMENTS INFORMATION

@)

)

Operating Segments

The Group’s revenues are principally from the research, development, design, production and
sales of the media-based attraction (MBA). The Group will uphold the concept of sustainable
development, and achieve the objective of making profits for the shareholders in the coming
year. Starting from this year, the Group executes the operating strategy of double C by taking a
two-pronged approach (“channel” and “content”) to transform into the cooperators of the
entertainment industry from a supplier of amusement park facilities. In the meantime, the
Group implements the diversification strategy, the profit sharing model, and the integration of
the one-time outright sale of equipment to expand the sites of global sales and optimize the
product content and value.

The Group’s operating decision maker reviews the Groups’ overall operating results to make
decisions about resource allocation and assess the Groups® overall performance. Therefore, the
Group has a single operating segment.

Geographic Information

Revenue Noncurrent Assets
2015 2014 December 31, 2015  December 31, 2014
Taiwan $79,964 $557,413 $756,430 $323,445
Asia 222,244 222,358 - -
Europe 191,648 47,370
United States 211,568 2,370 - -
Total $705,424 $829,511 $756,430 $323,445

The Group categorized the revenues mainly by region. Noncurrent assets include property,
plant and equipment, intangible assets and other assets, except for financial instruments,
deferred tax assets and pension assets.

(3) Production and Service Information

Production/Service 2015 2014
Construction contracts $675,537 $812,086
Mobile phone software 593 2,377
Others 29,294 15,048
Total $705,424 $829,511
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(4) Major Customer’s Information

2015 2014
Customer Amount Perc;,iltage of Net Amount Percentage of Net
evenue Revenue
Customer N $210,975 29.91 $- -
Customer L 115,259 16.34 14,341 1.73
Customer O 97,010 13.75 - -
Customer Q 80,572 11.42 - -
Customer P 74,976 10.63 - -
Customer F 55,743 7.90 547,802 66.04
Customer J 5,292 0.75 86,786 10.46
Customer I - - 115,787
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