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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders
Systex Corporation

We have audited the accompanying balance she&gstéx Corporation (the “Corporation”) as of
December 31, 2009 and 2008, and the related statenaé income, changes in stockholders’
equity, and cash flows for the years then endechese financial statements are the responsibility
of the Corporation’s management. Our respongjhiitto express an opinion on these financial
statements based on our audits. Among those meass which are reflected in the
accompanying financial statements using the equigyhod of accounting, we did not audit the
financial statement as of and for the year endedeber 31, 2009 of Enrichment | Venture
Capital Corporation; Hanmore Investment Corporatiamvestee company accounted for using the
equity method: Enrichment | Venture Capital Cogtimn; Kimo.com (BVI) Corporation’s
investee company accounted for using the equityhaaet Systex Information (H.K.) Ltd.; and
Systex Capital Group Incorporation’s investee campasing the equity method: AFE Solutions
Limited, and the financial statements as of and tfee year ended December 31, 2008 of
Enrichment | Venture Capital Corporation, Syspluorgoration; Hanmore Investment
Corporation’s investee company accounted for usiiregequity method: Enrichment | Venture
Capital Corporation; Ching Pu Investment Corporasianvestee companies accounted for using
the equity method: SysView Corporation and Sysplerporation; Kimo.com (BVI)
Corporation’s investee companies accounted forgutfie equity method: Systex Information
(H.K.) Ltd. and Sysware (Thailand) Co., Ltd.; angbt®x Capital Group Incorporation’s investee
company using the equity method: AFE Solutionsitech The aggregate carrying values of
these equity-method investments as of Decembe2@®19 and 2008, were NT$528,635 thousand
and NT$471,369 thousand, respectively or about?8.80d 3.27% of the Corporation’s respective
total assets, and the equity amounting to NT$1B P®usand in their net income and equity
amounting to NT$53,798 thousand in their net |lasstlie years ended December 31, 2009 and
2008, respectively, were about 7.24% and (7.47)%hef Corporation’s income (loss) before
income tax, respectively. The financial statemenftssuch investees were audited by other
auditors whose reports have been furnished to ds @ur opinion, insofar as it relates to the
amounts included for these investees, is basely sidhe reports of the other auditors.

We conducted our audits in accordance with the KRumverning the Audit of Financial
Statements by Certified Public Accountants and tmglistandards generally accepted in the
Republic of China. Those rules and standards redat we plan and perform the audit to obtain
reasonable assurance about whether the finanatehstnts are free of material misstatement. An
audit includes examining, on a test basis, evidesngporting the amounts and disclosures in the
financial statements. An audit also includes adsgsthe accounting principles used and
significant estimates made by management, as wedlvaluating the overall financial statement
presentation. We believe that our audits andéperts of the other auditors provide a reasonable
basis for our opinion.



In our opinion, based on our audits and the repafrthie other auditors, the financial statements
referred to in the first paragraph present faiityall material respects, the financial position of

Systex Corporation as of December 31, 2009 and,20@Bthe results of its operations and its cash
flows for the years then ended, in conformity witle Guidelines Governing the Preparation of
Financial Reports by Securities Issuers, requirgseari the Business Accounting Law and

Guidelines Governing Business Accounting relevamtfinancial accounting standards, and

accounting principles generally accepted in theuRep of China.

As stated in Note 3 to the financial statementgctif’e January 1, 2008, the Corporation adopted
the newly issued Statement of Financial Accountitgndards (SFAS) No. 39 - “Accounting for
Share-based Payments,” which requires companigsctmunt for share-based payment transactions
at fair value.

We have also audited the consolidated financialestants of Systex Corporation and its
subsidiaries as of and for the years ended DeceBheR009 and 2008, and have expressed a
modified unqualified opinion thereon in our rep@rdt presented herewith) dated March 3, 2010.

March 3, 2010

Notice to Readers

The accompanying financial statements are interadg to present the financial position, results
of operations and cash flows in accordance withoacting principles and practices generally
accepted in the Republic of China and not thoseamyf other jurisdictions. The standards,
procedures and practices to audit such financiateshents are those generally accepted and
applied in the Republic of China.

For the convenience of readers, the auditors’ ré@ord the accompanying financial statements
have been translated into English from the origiGlinese version prepared and used in the
Republic of China. If there is any conflict betwake English version and the original Chinese

version or any difference in the interpretationtioé two versions, the Chinese-language auditors’
report and financial statements shall prevail. @las stated in Note 2 to the financial statements,
the additional footnote disclosures that are notjuieed under generally accepted accounting

principles were not translated into English.



SYSTEX CORPORATION

BALANCE SHEETS
DECEMBER 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars, Except Par Vale)

ASSETS

CURRENT ASSETS
Cash (Note 4)
Financial assets at fair value through profit asle current (Notes 2 and 5)
Available-for-sale financial assets - current (o2eand 6)
Notes receivable, net (Notes 2 and 7)
Accounts receivable, net (Notes 2 and 7)
Lease receivables, net (Notes 2 and 8)
Receivables from related parties (Note 22)
Other receivables
Inventories (Notes 2, 3 and 9)
Prepayments
Deferred income tax assets - current (Notes 2 &pd 1
Pledged time deposits - current (Note 23)
Refundable deposits - current (Note 24)
Other current assets

Total current assets

LONG-TERM INVESTMENTS
Financial assets carried at cost - noncurrent @\dtand 10)
Investments accounted for by the equity methodébl@tand 11)

Total long-term investments

PROPERTY AND EQUIPMENT (Notes 2 and 12)
Cost
Land
Buildings
Computer equipment
Transportation equipment
Leasehold improvements
Other equipment
Total cost
Less: Accumulated depreciation
Less: Accumulated impairment

Prepayment for equipment
Net property and equipment
INTANGIBLE ASSETS
Computer software (Note 2)
Goodwill (Note 2)
Total intangible assets
OTHER ASSETS
Assets leased to others (Notes 2 and 13)
Idle assets, net (Notes 2 and 14)
Refundable deposits - noncurrent (Note 24)
Deferred charges, net (Note 2)
Long-term lease receivables, net (Notes 2 and 8)
Deferred income tax assets - noncurrent (Notesi2L&8p
Pledged time deposits - noncurrent (Note 23)
Total other assets

TOTAL

The accompanying notes are an integral part ofitlaecial statements.

(With Deloitte & Touche audit report dated Marct2810)

2009 2008
Amount % Amount %
$ 338,207 2 $ 634,459 4
2,072,589 14 1,179,446 8
24,936 - 12,988 -
136,822 1 142,862 1
1,193,720 8 1,466,982 10
16,367 - 11,611 -
55,774 - 165,075 1
24,304 - 167,087 1
830,551 6 947,801 7
89,451 1 88,228 1
50,517 - 120,271 1
147,844 1 126,570 1
84,981 1 89,061 1
15,959 - 26,684 -
5,082,022 34 5,179,125 36
559,935 4 496,382 4
7,011,317 _ 46 6,109,636 a2
7,571,252 _50 6,606,018 _46
940,820 6 929,798 6
1,234,976 8 1,229,659 8
518,883 3 540,621 4
16,489 - 21,351 -
106,151 1 120,044 1
95,550 _a 120,969 _a
2,912,869 19 2,962,442 20
(863,521) (6) (845,224) (6)
(11,912 - (11,913 -
2,037,436 2,105,306 14
16,345 10,409 -
2,053,781 _13 2,115,715 14
50,464 - 65,987 -
67,481 _a 67,481 _a
117,945 _a 133,468 _a
19,568 - 27,007 -
45,017 - 70,194 1
53,315 - 60,937 1
11,933 - 15,831 -
12,696 - 17,554 -
72,489 1 138,719 1
56,716 1 58,201 -
271,734 2 388,623 _ 3
$ 15,096,734 100 $ 14,422,949 100

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Notes payable
Accounts payable
Payables to related parties (Note 22)
Income tax payable (Notes 2 and 18)
Accrued expenses (Note 16)
Other payables
Receipts in advance
Other current liabilities

Total current liabilities

OTHER LIABILITIES
Accrued pension cost (Notes 2 and 15)
Others (Notes 2 and 11)

Total other liabilities
Total liabilities

STOCKHOLDERS' EQUITY (Notes 2, 3, 16 and 17)
Capital stock - par value NT$10, authorizd®®,000 thousand shares; issued -
265,320 thousand shares in 2009 and 288,242 thdsbames in 2008
Advance receipts for common stock - 151 thodsshares
Total capital stock
Capital surplus
Additional paid-in capital
Treasury stock transactions
Gain on sale of property and equipment
Donations
Long-term investments
Employee stock options
Total capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity
Cumulative translation adjustments
Unrealized gain on financial instruments
Unrealized revaluation increment
Treasury stock - 24,520 thousand shares in 200918,080 thousand shares
in 2008
Total other equity

Total stockholders’ equity

TOTAL

2009 2008
Amount % Amount %
$ 3,593 - $ 3,445 -
1,283,291 9 1,647,200 11
14,274 B 16,573 B
14,611 - 12,788 -
433,167 3 515,864 4
13,305 - 123,355 1
143,818 1 183,569 1
67,972 - 68,056 1
1,974,031 _13 2,570,850 _18
65,754 1 66,814 B
6,140 - 10,329 -
71,894 1 77143 -
2,045,925 14 2,647,993 18
2,653,194 17 2,882,419 20
1512 _ - - -
2,654,706 _17 2,882,419 _20
8,570,993 57 9,317,718 65
772,738 5 263,881 2
4,493 - 4,493 -
544 - 544
6,216 - -
14,364 - 10,651 -
_ 9,369,348 _62 _ 9,597,287 _67
283,073 2 283,073 2
233,051 2 - B
1,404,394 _9 233,051 _ 2
1,920,518 _13 516,124 _ 4
(37,223) - 68,079 -
13,076 - 13,643 -
56 - 56 -
(869,673 _ (6 (1,302,653 )
(893.763 _(6) (1.220,.87% )
13,050.809 _86 11,774,956 _82
$ 15,096,734 100 $ 14,422,949 100



SYSTEX CORPORATION

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2009 AND 2008

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

2009 2008
Amount % Amount %
OPERATING REVENUES (Notes 2 and 22)
Sales $ 5,628,498 66 $ 6,698,674 68
Less: Sales returns and allowances 11,393 - 27,481 -
Net sales 5,617,105 66 6,671,193 68
Service income 2,789,721 33 3,043,695 31
Others 43,520 1 73,649 1
Total operating revenues 8,450,346 100 9,788,537 100
OPERATING COSTS (Notes 2, 3, 9, 19 and 22)
Cost of goods sold 4,637,798 55 5,885,688 60
Service cost 1,323,590 16 1,378,156 14
Others 23,072 - 22,189 -
Total operating costs 5,984,460 71 7,286,033 74
GROSS PROFIT 2,465,886 29 2,502,504 26
OPERATING EXPENSES (Notes 3, 16, 19 and 22)
Selling expenses 1,532,948 18 1,771,206 18
General and administrative expenses 310,076 4 371,940 4
Research and development expenses 262,432 3 272,036 3
Total operating expenses 2,105,456 25 2,415,182 25
OPERATING INCOME 360,430 4 87,322 1
NON-OPERATING INCOME AND GAINS
Interest income (Note 22) 3,319 - 9,482 -
Investment income recognized under the equity
method, net (Notes 2 and 11) 970,201 12 - -
Dividend income 15,685 - 31,739 -
Gain on sale of investments, net (Note 2) - - 61,707 1
Exchange gains, net (Note 2) 12,011 - 11,975 -
Reversal of allowance for doubtful accounts 45,972 1 - -
Valuation gain on financial assets, net (Notes 2
and 5) 146,887 2 - -
Others (Note 22) 29,482 - 32,403 1
Total non-operating income and gains 1,223,557 15 147,306 2
(Continued)




SYSTEX CORPORATION

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars, Except Earning (Loss) Per Share)

2009 2008
Amount % Amount %

NON-OPERATING EXPENSES AND LOSSES
Interest expense $ 21 - $ 35 -
Investment loss recognized under the equity method,

net (Notes 2 and 11) - - 651,528 7
Loss on sale of investments, net (Notes 2 and 11) 15,261 - - -
Impairment loss on financial assets carried at cost

(Notes 2 and 10) 8,402 - 43,950 -
Valuation loss on financial assets, net (Notes 2

and 5) - - 210,967 2
Impairment loss on available-for-sale financialdss

(Notes 2 and 6) - - 44,717 1
Others 9,848 - 3,829

Total non-operating expenses and losses 33,532 - 955,026 10
INCOME (LOSS) BEFORE INCOME TAX
EXPENSE 1,550,455 19 (720,398) )
INCOME TAX EXPENSE (Notes 2 and 18) (146,06} (2 (25,043 -
NET INCOME (LOSS) BEFORE
EXTRAORDINARY GAINS 1,404,394 17 (745,446) @)
EXTRAORDINARY GAINS, NET OF TAX
EXPENSE (Notes 2 and 11) - - 14,169 -
NET INCOME (LOSS) $ 1,404,394 7 $ (731,27y @)
2009 2008
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
BASIC EARNINGS (LOSS) PER SHARE (Note 20)
Net income (loss) before extraordinary gains $ 6.44 $ 5.83 $ (259) $ (2.68)
Extraordinary gains, net of tax - - 0.05 0.05

$ 644 $ 583 $ (254 $ (2.63

DILUTED EARNING (LOSS) PER SHARE (Note 20)

Net income (loss) before extraordinary gains $ 6.37 $ 5.77 $ (259) $ (2.68)
Extraordinary gains, net of tax - - 0.05 0.05
$ 637 $ 577 $ (253 $ (2.63

(Continued)



SYSTEX CORPORATION

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars, Except Earning (Loss) Per Share)

Pro forma information assuming the Corporation’areb held by its subsidiaries were accounted foaras
investment instead of treasury stock is as follMates 2, 17 and 20):

2009 2008
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
BASIC EARNINGS (LOSS) PER SHARE
Net income (loss) before extraordinary gains $ 5.85 $ 5.30 $ (2290 $ (2.38)
Extraordinary gains, net of tax - - 0.05 0.05

$ 5.85 $ 5.30 $ (2.23 $ (2.33

DILUTED EARNINGS (LOSS) PER SHARE
Net income (loss) before extraordinary gains $ 5.79 $ 524 $ (2290 $ (2.38)
Extraordinary gains, net of tax - - 0.05 0.05

$ 579 $ 524 $ (223 $ (2.33

The accompanying notes are an integral part ofitla@cial statements.

(With Deloitte & Touche audit report dated Marc2810) (Concluded)



SYSTEX CORPORATION

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
YEARS ENDED DECEMBER 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars, Except Cash Bidends Per Share)

Other Equity
Cumulative Unrealized Gain
Capital Stock Issued and Outstanding Advance Receipts Retained Earnings (Notes 2 and 16) Translation (Loss) on Financial Unrealized Total
Shares for Common Capital Surplus Unappropriated Adjustments Instruments Revaluation Treasury Stock Stockholders'
(Thousands) Amount Stock (Note 16) (Notes 2, 3 and 16) Legal Reserve Special Reserve Earnings Total (Note 2) (Notes 2 and 16) Increment (Notes 2 and 17) Equity

BALANCE, JANUARY 1, 2008 320,178 $ 3,201,778 $ 810 $ 9,560,711 $ 193,833 $ - $ 1,500,116 $ 1,693,949 $ (48,480) $ 1,017,909 $ 56 $  (834,424) $ 14,592,309
Appropriations of earnint

Legal reserve - - - - 89,240 - (89,240) - - - - - -

Bonus to employees - - - - - - (80,316) (80,316) - - - - (80,316)

Remuneration to directc - - - - - - (16,06) (16,06%) - - - - (16,06%)

Cash dividends - NT$1 per share - - - - - - (320,269) (320,269) - - - - (320,269)
Issuance of stock from exercising employee stotlong 91 91C (81C) 17¢€ - - - - - - - - 27¢
Capital reduction (Notes 16 and 17) (32,027) (320,269) - - - - - - - - - 37,244 (283,025)
Compensation recognized for employee stock of - - - 10,65: - - - - - - - - 10,65:
Net loss for the year ended December 31, 2008 - - - - - - (731,277) (731,277) - - - - (731,277)
Adjustments arising from changes in percentagensfership in

investees - - - - - - (29,900) (29,900) - - - - (29,900)
Change in translation adjustments on investmergsiated for by the

equity method - - - - - - - - 116,559 - - - 116,559
Equity in changes in investees' unrealized losnamcial instruments - - - - - - - - - (1,014,618) - - (1,014,618)
Change in urealized gain on availat-for-sale financial asse - - - - - - - - - 10,352 - - 10,352
Treasury stock held by subsidiary - 2,450 thoussrates (Note 17) - - - - - - - - - - - (62,492) (62,492)
Cash dividends received by subsidiaries from thep@ation - - - 25,747 - - - - - - - - 25,747
Acquisition of treasury stoc- 21,560 thousand sha - - - - - - - - - - - (442,98() (442,98()
BALANCE, DECEMBER 31, 2008 288,242 2,882,419 - 9,597,287 283,073 - 233,051 516,124 68,079 13,643 56 (1,302,652) 11,774,956
Appropriations of earnings

Special reserve - - - - - 233,051 (233,051) - - - - - -
Issuance of stock from exercising employee stotlonp 667 6,665 1,512 15,814 - - - - - - - - 23,991
Compensation recognized for employee stock op - - - 3,71% - - - - - - - - 3,71%
Adjustments arising from changes in percentagenafeoship in

investees - - - 6,216 - - - - - - - - 6,216
Net income for the year ended December 31, 2009 - - - - - - 1,404,394 1,404,394 - - - - 1,404,394
Change in translation adjustments on investmerdsiated for by the

equity method - - - - - - - - (105,302) - - - (105,302)
Equity in changes in investees' unrealized losnamcial instrumeni - - - - - - - - - (12,940) - - (12,94()
Change in unrealized gain on available-for-salarfirial assets - - - - - - - - - 12,373 - - 12,373
Acquisition of treasury stock - 3,029 thousand ehar - - - - - - - - - - - (56,592) (56,592)
Retirement of treasury stock - 23,589 thousandeshar 23,589 235,890 - 253,689 - - - - - - - 489,572 -
BALANCE, DECEMBER 31, 2009 265,320 $ 2,653,194 $ 1,512 $ 9369348 $ 283,073 $ 233,051 $ 1404394 $ 1,920518 $  (37.223 $ 13,076 $ 56 $ 869,673 $ 13,050,809

The accompanying notes are an integral part ofiticial statements.

(With Deloitte & Touche audit report dated Marct2810)




SYSTEX CORPORATION

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars)

2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) $ 1,404,394 $ (731,277)
Extraordinary gains, net of tax - (14,169
Net income (loss) before extraordinary gains 1,404,394 (745,446)
Depreciation and amortization 142,292 132,709
Provision for (reversal of) allowance for doubthdcounts (45,972) 60,394
Compensation cost of employee stock options 3,713 10,651
Provision for (reversal of) loss on inventories (7,846) 18,169
Valuation loss (gain) on financial assets, net (146,887) 210,967
Gain on sale of available-for-sale-financial asseds - (163)
Loss on sale of investments classified as helddte 607 -
Gain on sale of investments accounted for by thetyeqethod, net - (212)
Investment loss (income) recognized under the yquiéthod, net of
cash dividends received (970,201) 651,946
Gain on liquidation of investee (3,703) -
Change in cumulative translation adjustments dumpdatal reduction
and liquidation of investee (2,702) 5,946
Impairment loss on available-for-sale financialeass - 44,717
Impairment loss on financial assets carried at cost 8,402 43,950
Loss (gain) on sale of property and equipment tassased to others,
computer software and idle assets, net 1,214 (553)
Deferred income tax 135,984 19,338
Net changes in operating assets and liabilities
Notes receivable 6,040 74,892
Accounts receivable 330,659 10,069
Lease receivables (current and noncurrent) 102 (13,617)
Receivables from related parties 38,694 (75,240)
Other receivables 142,783 77,662
Inventories 125,105 (53,116)
Prepayments (1,223) 143,912
Other current assets (8,337) 5,300
Notes payable 148 (4,663)
Accounts payable (363,909) 23,178
Payables to related parties (2,299) (7,606)
Income tax payable 1,823 (26,359)
Accrued expenses (2,903) 50,338
Other payables (110,050) (28,369)
Receipts in advance (39,751) 5,754
Other current liabilities (84) 2,367
Accrued pension cost (1,060 (24,659
Net cash provided by operating activities 635,033 612,256
(Continued)



SYSTEX CORPORATION

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM INVESTING ACTIVITIES

Increase in financial assets at fair value thropigtiit or loss

Proceeds from sale of available-for-sale finanassets

Acquisition of financial assets carried at cost

Acquisition of investments accounted for by theiggoethod

Proceeds from sale of investments accounted fondogquity method

Proceeds from sale of investments classified asfbelsale

Proceeds from return of capital by investees aidigtion of investees

Acquisition of property and equipment, assets leasathers and idle
assets

Proceeds from sale of property and equipment, assded to others,
computer software and idle assets

Acquisition of computer software

Increase in deferred charges

Decrease (increase) in pledged time deposits

Decrease in refundable deposits

Decrease (increase) in loan to related party

Net cash received from merger

Net cash (used in) provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in guarantee deposits received
Proceeds from exercise of employee stock options
Cash paid to stockholders for capital reduction
Acquisition of treasury stock
Cash dividends
Cash bonus paid to employees
Cash remuneration paid to directors

Net cash used in financing activities
NET INCREASE (DECREASE) IN CASH
CASH, BEGINNING OF YEAR
CASH, END OF YEAR
SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid
Income tax paid
NONCASH INVESTING AND FINANCING ACTIVITIES

Reclassified the investments accounted for by thuty method to
other current assets

2009 2008
$ (746,256) $ (166,987)
- 1,142
(71,955) -
- (13,700)
- 212
18,455 -
9,690 1,007,932
(115,054) (80,001)
13,612 12,379
(7,406) (21,422)
(400) (1,012)
(19,699) 94,512
11,702 51,703
10,000 (10,000)
- 123,748
(897,31) 998,506
(1,373) (2,300)
23,991 278
- (310,269)
(56,592) (442,980)
- (320,269)
- (80,316)
- (16,063
(33,973 (1,171,91%
(296,252) 438,843
634,459 195,616
338,207 634,459
$ 21 $ 35
$ 8,255 $ 32,068
$ - $ 19,062
(Continued)



SYSTEX CORPORATION

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars)

2009
INVESTING ACTIVITIES AFFECTING BOTH CASH AND

NON-CASH ITEMS
Acquisition of property and equipment, assets leasathers and idle

assets $ 35,260
Decrease (increase) in payable for equipment peechéncluded in

accrued expenses) 79,794
Cash paid for acquisition of property and equipmassets leased to

others and idle assets $ 115,054

2008

$ 159,795

(79,792
$ 80,001

As stated in Note 2 to the financial statemenis,Gbrporation has merged with Megatime Tech Cotfmran
January 1, 2008. The fair value of assets anditiab of Megatime Tech Corporation at the datemarger

are listed as follows:

Cash

Notes receivable and accounts receivable (includingivables from related parties), net

Inventories, net

Prepayment and other current assets

Property and equipment, net

Other assets

Notes payable and accounts payable (including pegab related parties)

Income tax payable

Accrued expenses and other current liabilities

Other liabilities (including accrued pension cost)

The fair value of net assets

Write-off Megatime Tech Corporation’s stocks hejdthe Corporation

Cash paid by the Corporation for the acquisitiothef minority interest of Megatime Tech
Corporation

Goodwill from merger

The accompanying notes are an integral part ofitla@cial statements.

(With Deloitte & Touche audit report dated Marc810)

-10 -

$ 165,463
8,590
331

706
161,200
32,116
(1,283)
(4,246)
(31,235)
(5,050
326,592
(313,251)

(41,715
$ (28,373

(Concluded)



SYSTEX CORPORATION

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. ORGANIZATION AND OPERATIONS

Systex Corporation (the “Corporation”) was incoigged on January 7, 1997. The Corporation provides
advanced software and information-based solutieelss and leases computer hardware and softwade, an
renders related services.

The shares of the Corporation have been tradetheiTdiwan GreTai Securities Market since January 6,
2003.

Megatime Tech Corporation (Megatime) was incorgatabn June 24, 1991. Megatime is mainly
engaged in providing computer programming servicgge of computers and related equipment,
transmission of live stock market information, gmdviding services of type Il telecommunication.

To integrate resources and to increase overall ettiyeness, the Board of Directors decided to merg
Megatime, which is 88.2% owned by the Corporatiomhe effective date of the merger was January 1,
2008. The Corporation offered the price of NT$&8 ghare (a total of $41,715 thousand) to purchise
the stocks (total of 2,317,496 shares) owned bgrostockholders of Megatime. After the merger, the
Corporation took over all the rights and obligatiaf Megatime. The merger had been approved by the
relevant authority-in-charge on February 27, 2008.

As of December 31, 2009 and 2008, the Corporatimhlh652 and 1,931 employees, respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

For the convenience of readers, the accompanyirapéial statements have been translated into Englis
from the original Chinese version prepared and usettie Republic of China. If there is any cortflic
between the English version and the original Clane=rsion or any difference in the interpretatiérihe

two versions, the Chinese-language financial stetgsn shall prevail. However, the accompanying
financial statements do not include English traimtaof the additional footnote disclosures that aot
required under generally accepted accounting mi@esibut are required by the Securities and Futures
Bureau (SFB) for their oversight purposes.

The financial statements have been prepared iroowitly with the Guidelines Governing the Prepamatio
of Financial Reports by Securities Issuers, Busingscounting Law, Guidelines Governing Business
Accounting, and accounting principles generallyepted in the Republic of China. In preparing ficiah
statements in conformity with these guidelines, kwd principles, the Corporation is required to enak
reasonable estimates and assumptions that affeeintiounts of allowance for doubtful accounts; iovi

for loss on inventories; depreciation and impairtiess on property and equipment, assets leaseithéos
and idle assets; amortization and impairment logséntangible assets and deferred charges; valuafion
accrued pension cost; income tax; loss on breadvowiracts; loss on pending or threatened litigestio
bonus to employees, remuneration to directors amdpensation cost of employee stock options, etc.
Actual results could differ from these estimates.
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Significant accounting policies are summarizedodiews:
Merger

The Corporation had merged with Megatime Tech Qatjan (Megatime).  Since the Corporation owned
majority of Megatime shares and exercised signifi¢afluence over the investee, the merger wadddea
as restructuring of entities. Thus, Megatime’srebaheld by the Corporation were recorded at the
carrying amount (reduced for asset impairmentnif)a The remaining issued shares held by minority
interest were accounted for based on the ROC Staeiwf Financial Accounting Standards No. 25
“Business Combinations,” and the excess of purchase over the fair value of the net identifiabkesets
was recorded as goodwill.

Current and Noncurrent Assets and Liabilities

Current assets include unrestricted cash and tesss held primarily for trading purpose or todadized,
sold or consumed within one year from the balarfmesdate. All other assets such as property and
equipment and intangible assets are classifiedoasunrent. Current liabilities are obligations uned

for trading purpose or to be settled within oneryleam the balance sheet date. All other lialaitiare
classified as noncurrent.

Financial Instruments at Fair Value Through Profit or Loss

Financial instruments at fair value through profitloss (FVTPL) are financial assets held for tnggiand
on initial recognition, are measured at fair valieluding the acquisition costs. Subsequent casng
fair value are recognized as current gain or lo€3ash dividends received subsequently (includimgeh
received in the year of investment) are accourgeas investment income for the year. On derediogni
of a financial asset, the difference between itsygag amount and the sum of the considerationivede
and receivable is recognized in profit or loss. | rBbular way purchases or sales of financial asast
recognized or derecognized on a trade date basis.

On the balance sheet date, the fair values oflliseeurities are measured at their closing pricéstiaose
of open-ended mutual funds, at their net asseesgalu

Available-for-sale Financial Assets

Available-for-sale financial assets are initiallgasured at fair value plus transaction costs teatliaectly
attributable to the acquisition. At each balandeees date subsequent to initial recognition,
available-for-sale financial assets are remeasatddir value, with changes in fair value recogdize
equity until the financial assets are disposedabfwhich time, the cumulative gain or loss previpus
recognized in equity is included in profit or loks the year. All regular way purchases or sales o
financial assets are recognized and derecognized trade date accounting.

The recognition, derecognition and the fair valasds of available-for-sale financial assets areséime
with those of financial assets at FVTPL.

On the balance sheet date, the fair values ofllisteurities are measured at their closing prices.

Cash dividends are recognized on the ex-dividengt, dexcept for dividends distributed from the

pre-acquisition profit, which are treated as a otidn of investment cost. Stock dividends are not
recognized as investment income but are recordednaimcrease in the number of shares. The total
number of shares subsequent to the increase idarsestalculation of cost per share.

An impairment loss is recognized when there is ahje evidence that the financial asset is impaired
Any subsequent decrease in impairment loss onableifor-sale financial assets is recognized dirent
equity.
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Revenue Recognition, Accounts Receivable, and Allance for Doubtful Accounts

Revenue from sales of computer hardware, softvearé,mobile handsets are recognized when the items,
and the risks and rewards associated with the iterastransferred to the customers. Revenue from
integrated hardware and software solutions are rgmerecognized incrementally after delivery,
installation and testing or on customers’ accemadepending on contract terms.

Service income is generally recognized when serdceendered or is recognized over the term of the
service contract under the straight-line methodher percentage-of-completion method. Contractiprof
for the current period is the difference betweendhmulative profit at the end of the current peamd the
cumulative profit recognized in the prior period¢dowever, if the cumulative profit recognized ingpr
periods is greater than the cumulative profit dalmd using the percentage of completion methatheat
end of the current period, the excess should lerded as a loss in the current period.

When goods are sold or services are rendered tmaege for dissimilar goods or services, the exchasng
regarded as a transaction which generates reveri® revenue is measured at the fair value of tioelg

or services received, adjusted by the amount ofcash or cash equivalents transferred. When the fa
value of the goods or services received cannot éasared reliably, the revenue is measured at the fa
value of the goods or services given up, adjusiethé amount of any cash or cash equivalents tamesf.
When goods or services are exchanged or swappegbfuts or services which are of similar nature and
value, the exchange is not regarded as a transaglich generates revenue.

Other operating revenue mainly consists of rematnue on operating leases of computer equipmeiisan
recognized over the lease terms.

Revenue is measured at the fair value of the ceralidn received or receivable and represents atmoun
agreed between the Corporation and the customegoéals sold or services rendered in the normaiseou
of business, net of sales discounts and volumedegsba For trade receivables due within one yean fifoe
balance sheet date, as the nhominal value of theidemation to be received approximates its faineand
transactions are frequent, hence fair value ofcthesideration is not determined by discountingutlire
receipts using an imputed rate of interest.

An allowance for doubtful accounts is provided ba basis of a review of prior years’ bad debt angun
economic factors, and the aging and collectabilftseceivables.

Leases

The fair value of computers leased under capitdds and implicit interest thereon are recordeléase
receivables. This interest is deferred and reamghas other operating revenue over the term détse.

Assets leased to others under operating leasestgdeased to others) are stated at cost less ataiach
depreciation and impairment. The depreciationasuted using averaged years of usage: building
over 60 years and computers leased out over 3.yeRmntal revenue is recognized currently. Upde sa
or disposal of these properties, the related esstymulated depreciation and impairment are remboea

the accounts, and any gain or loss is creditedharged to income. At year-end, any gain generated
before 2000 less applicable income tax is transfeto capital surplus.

Inventories
Before January 1, 2009, inventories were statedeatower of cost (monthly weighted average) orkaar
value. Market value is the net realizable valuenefchandise and the replacement cost of maintenanc

parts. Slow-moving (over 180 days without any nmoeat), obsolete or unusable inventories are
provided with allowance for losses at their netizahle values.
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As stated in Note 3, effective January 1, 2009 imteries are stated at the lower of cost (montldighted
average) or net realizable value. Net realizableesis the estimated selling price of inventotess all
estimated costs necessary to make the sale. Wnite-of inventories and any reversal of write-daave
recorded as cost of goods sold for the period.

Financial Assets Carried at Cost

Investments in equity instruments with no quotadgs in an active market and with fair values datnot

be reliably measured, such as non-publicly tradecks and stocks traded in the Emerging Stock Marke
are measured at their original cost. The accogrttigatment for dividends on financial assets edret
cost is similar to that for dividends on availabiesale financial assets. An impairment loss is
recognized when there is objective evidence ttasset is impaired. A reversal of this impairrmess

is disallowed.

When the stocks are sold, the costs are computet time moving average method.
Investments Accounted for by the Equity Method

Investments in which the Corporation holds 20 psrog more of the investees’ voting shares or ézesc
significant influence over the investees’ operatamgl financial policy decisions are accounted fpithe
equity method. These investments are initiallytestaat cost and subsequently adjusted for the
Corporation’s proportionate share in the net incamenet loss and cumulative translation adjustment.
Cash dividends received are accounted for as atiedwf the carrying value of the investments. afh
the investee recognizes unrealized gains or lazsdmancial instruments, the Corporation also rdsats
equity in the investee’s unrealized gains or logsean adjustment to stockholders’ equity.

The acquisition cost is allocated to the assetsised|and liabilities assumed based on their falues at

the date of acquisition, and the excess of theisitigmn cost over the fair value of the identifiablet assets
acquired is recognized as goodwill. Goodwill i¢ heing amortized. The excess of the fair valuthef

net identifiable assets acquired over the acqoisitiost is used to reduce the fair value of eacthef
noncurrent assets acquired (except for financis¢tasother than investments accounted for by théyeq
method, noncurrent assets held for sale, defenmairie tax assets, prepaid pension or other postretit

benefits) in proportion to the respective fair wwf the noncurrent assets, with any excess rexajas

an extraordinary gain.

When the Corporation subscribes for its investeewly issued shares at a percentage different ftem
percentage of ownership in the investee, or thestee’s appropriation of stock bonus to employeet)e
investee’s acquisition of its shares as treaswgksthe Corporation records the change in itstgqaithe
investee’s net assets as an adjustment to invesmeith a corresponding amount credited or chatged
capital surplus. When the adjustment should bétetblbo capital surplus, but the capital surplusiag
from long-term investments is insufficient, the ghge is debited to retained earnings. Upon the &fa
investments accounted for by the equity method,cmpytal surplus or other equity adjustment is ghdr
to current income proportionately.

When the Corporation’s share in losses of an imeesver which the Corporation has control excetsds i
investment in the investee, unless the other stidkhs of the investee have assumed legal or catiste
obligations and have demonstrated the ability tGar@ayments on behalf of the investee, the Corjporat
has to bear all of the losses in excess of thetalapontributed by stockholders of the invested.thé
investee subsequently reports profits, such prafigsfirst attributed to the Corporation to theeextof the
excess losses previously borne by the Corporation.

When the Corporation and its investee maintainstraent interest in each other, treasury stock naetho
used to recognize gains and losses.
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If a subsidiary owns the stocks of its parent camypé should be considered as treasury stock. CHsé
dividend released by the Corporation to its subsiglé is accounted for by writing-off its investrhen
income and adjusting the capital surplus arisingiftreasury stock transactions.

Any unrealized profits and losses resulting from tittansactions between investee companies accofiamted
using the equity method are eliminated to the éxtémhe Corporation’s interest in the investee pany
which generates such profits and losses, if both@investee companies are under common contrifieoy
Corporation; otherwise, the unrealized profits svabes are eliminated to the extent of the Corporat
multiplied interest in both of the investee compani Profits or losses from downstream transactiotis
an equity-method investee are eliminated in prégoitio the Corporation’s percentage of ownershithin
investee; however, if the Corporation has contngrothe investee, all the profits are eliminateth
addition, profits and losses from upstream tramsastwith an equity-method investee are elimindted
proportion to the Corporation’s percentage of owhgrin the investee.

Stock dividends received are not recorded as im@stincome. They are recognized only as increiases
the number of shares held.

Property and Equipment and Idle Assets

Property and equipment and idle assets are stateostiless accumulated depreciation and accundulate
impairment. Major additions, replacements and eoeténts are capitalized, while maintenance and
repairs are expensed currently.

Depreciation is provided on a straight-line basisradhe estimated useful lives as follows: buigin19

to 60 years; computer equipment, 2 to 7 yearsspantation equipment, 5 years; leasehold improvésnen

2 to 9 years; other equipment, 2 to 5 years. Wireperty and equipment have reached their estimated
service life but are still in use, depreciatiopisvided over their reestimated service lives.

Upon sale or disposal of property and equipment miel assets, the related cost and accumulated
depreciation and accumulated impairment are reménagd the accounts, and any gain or loss is crddite
or charged to income. At year-end, any gain geedrdefore 2000 less applicable income tax is
transferred to capital surplus.

Computer Software

Computer software is initially recorded at cost am@mortized using the straight-line basis ovdo B
years.

Goodwill

Goodwill arising on acquisition of the Corporatisrgquity in the fair value of the subsidiaries’ assets is
tested for impairment annually. If an event intksathat the fair value of goodwill is more likehan not
below its carrying amount, an impairment loss oghized. Reversal of impairment loss on goodiwill
not allowed.

Deferred Charges

Deferred charges, mainly the costs of telephon