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Introduction

We have reviewed the accompanying consolidated balance sheets of Far EasTone
Telecommunications Co., Ltd. and its subsidiaries (the Group) as of March 31, 2018 and 2017 and

the related consalated statements of comprehensive income, changes in equity and cash flows for

the threemonth periods then ended, and related notes, including a summary of significant
accounting policies (colledively referred to as the consolidated financial statements)
Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers and International Accounting Standafi BAht er i m Fi nanci al Re |
responsibility is to express a conclusion on the consolidated financial statements based on our
reviews.

Scope of Review

Except as explained in the following paragraph, we conducted our reviews in accordance with the
Statement of Auditing Standard No. 66Revi ew of Financi al I nf or ma
I ndependent Auditor of the Entityo. A review
making inquiries, primarily of persons responsible for financial anduatmng matters, and

applying analytical and other review procedures. A review is substantially less in scope than an
audit and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be idergd in an audit. Accordingly, we do not express an audit

opinion.

Basis for Qualified Conclusion

As disclosed in Note 13 to the consolidated financial statements, the financial statements of some
nonsignificant subsidiaries included in the consolidafiedncial statements were not reviewed.

As of March 31, 2018 and 2017, the combined total assets of thessdgnditant subsidiaries

were NT$3,296,369 thousand and M3,586,910 thousand, respectively, represenfiigo and

2.8%, respectively, of the neolidated total assets, and the combined total liabilities of these
subsidiaries were Ni2,387,402 thousand and BT,981,348 thousand, respectively, representing
4.4% and 3.6%, respectively, of the consolidated total liabilities; for the-thoe¢h periads ended

March 31, 2018 and 2017, the combined comprehensive losses of these subsidiaries were
NT$(85,830 thousand and N#49,992) thousand, respectively, represent®§)% and (1.7)%,
respectively, of the consolidated total comprehensive incoris. siated in Note 14 to the
consolidated financial statements, the investments accounted for using the equity method as of
March 31, 2018 and 2017 were $l[199,637 thousand and NT$985,255 thousand, respectively;
the credit balance of investments accountedifimg the equity method as of March 31, 2017 was
NT$101,031 thousandand the related investment comprehensive losses for the-ntiareth
periodsended March 31, 2018 and 2017 were$¥l378) thousand and NT$(50,606) thousand,
respectively. The amounts laged to equityme t h o d i nvest ment s and t he
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information were based on unreviewed financial statements. Additionally, related information on
the Groupbs investments shown in Note 35 to t
reviewed either.

Qualified Conclusion

Based on our reviews, except for any adjustments as might have been determined to be necessary
had the financial statements of the rsgnificant subsidiaries and equityethod investees as

described in the preceding pgraph been reviewedpthing has come to our attention that caused

us to believe that the accompanying consolidated financial statedentst present fairly, in all

material respects, the consolidated financial position of the Group as at March 8 5n202017,

and its consolidated financial performance and its consolidated cash flows for thentmthe

periods then ended in accordance with the Regulations Governing the Preparation of Financial
Reports by Securities Issuers and International Accoumti St andar d 34 Al nter
Reportingo.

The engagement partners on the reviews resul ti
An-Hwei Lin and Chengdung Kuo.

Deloitte & Touche
Taipei, Taiwan
Republic of China

May 4, 2018

Notice to Readers

The accompanying consolidated financial statements are intended only to present the consolidated
financial position, financial performance and cash flows in accordance with accounting principles
and practices generally accepted in thepRblic of China and not those of any other jurisdictions.

The standards, procedures and practices to review such consolidated financial statements are
those generally applied in the Republic of China.

For the convenience of readers, the independenttaadi s & r evi ew report and
consolidated financial statements have been translated into English from the original Chinese
version prepared and used in the Republic of China. If there is any conflict between the English
version and the origiriaChinese version or any difference in the interpretation of the two versions,

the Chinesé anguage independent audi torsd review rep
shall prevalil.



FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In Thousands of New TaiwanDollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalentsofis 6 and 31)
Financial assets at fair value through profit or lossrrent (Note 4)
Available-for-sale financial assetscurrent (Note 4)
Derivative financial assets for hedgingurrent (Notes 4, 30 and 31)
Financial assets at amortized costirrent (Notes 4, 8 and 31)
Financial assets for hedgirgurrent (Notes 4, 30 and 31)
Contract assetscurrent (Notes 4 and 25)
Debt investments with no active markeurrent (Noteg, 9 and 31)
Notes receivable, net (Notes 4 and 11)
Accounts receivable, net (Notes 4, 11 and 25)
Accounts receivablerelated parties (Notes 4, 11 and 31)
Inventories (Note 12)
Prepaid expenses
Other financial assetscurrent (Notes 4, 31 and 32)
Other current assets (Note 31)

Total current assets

NONCURRENT ASSETS
Financial assets at fair value through other comprehensive incoomeurrent (Notes 4
and 7)
Financial assets measured at cost (Notes 4 and 10)
Investments accounted for using the equity method (Note 14)
Contract assets noncurrent (Notes 4 and 25)
Property, plant and equipment, net (Notes 15 and 31)
Investment properties (Note 16)
Concessions, net (Notes 1 and 17)
Goodwill (Note 17)
Other intangible assets (Nat&)
Deferred income tax assets (Note 4)
Incremental costs of obtaining a contranbncurrent (Notes 4 and 25)
Other noncurrent assets (Notes 4, 11, 18, 31 and 32)

Total noncurrent assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Shortterm borrowings (Note 19)
Shortterm bills payable (Note 19)
Derivative financial liabilities for hedgingcurrent (Notes 4 and 30)
Contract liabilities current (Note 25)
Notes payable
Accounts payable (Note 31)
Other payhles (Note 21)
Current tax liabilities (Note 4)
Provisions- current (Note 22)
Unearned revenue (Note 4)
Current portion of longerm borrowings (Notes 19 and 20)
Guarantee deposits receivecurrent
Other current liabilities (Note 31)

Total current liabilities

NONCURRENT LIABILITIES
Contract liabilities noncurrent (Note 25)
Bonds payable (Note 20)
Long-term borravings (Note 19)
Provisions- noncurrent (Note 22)
Deferred income tax liabilities (Note 4)
Deferred revenuenoncurrent (Note 21)
Net defined benefit liabilitiesnoncurrent (Note 4)
Guarantee deposits receivedoncurrent
Other noncurrent liabilities (Note 14)

Total noncurrent liabilities
Total liabilities
EQUITY ATTRIBUTABLE TO OWNERS OF FAR EASTONE
Capital stock
Common stock
Capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity
Total equity attributable to owners of Far EasTone
NONCONTROLLING INTERESTS
Total equity

TOTAL

The accompanying notes are an integral part oftinsolidatedinancial statements.

(With Deloitte & Touchaeviewreport dateday 4, 2018

March 31,2018 December 312017 March 31,2017
(Reviewed) (Audited) (Reviewed
Amount % Amount % Amount %

$ 4,638,682 4 $ 8,347,304 6 $ 8,649,119 7
575,507 - 595,200 - - -
- - - - 588,378 1
- - 1,700 - 9,488 -
617,649 - - - -
1,035 - - - - -
3,698,728 3 - - - -
- - 658,765 1 1,084,074 1
70,886 - 70,321 - 68,298 -
7,274,146 6 7,706,352 6 6,444,638 5
180,350 - 251,910 - 163,603 -
4,467,894 3 4,776,547 4 3,042,356 2
867,176 1 859,512 1 1,207,656 1
2,857,307 2 2,856,693 2 3,080,749 2
126,446 - 159,849 - 272,893 -
25,375,806 19 26,284,153 20 24,611,252 19
257,544 - - - - -
- - 263,308 - 263,308 -
1,199,637 1 1,205,015 1 985,255 1
1,831,634 1 - - - -
44,777,184 34 46,233,707 35 48,688,721 38
1,082,453 1 1,082,453 1 1,041,406 1
41,037,446 31 41,820,510 31 37,627,585 29
10,808,901 8 10,808,901 8 10,808,901 8
3,477,470 2 3,479,960 3 3,284,928 2
866,707 1 759,909 - 922,691 1
1,525,025 1 - - - -
816,907 1 768,439 1 726,650 1
107,680,908 81 106,422,202 80 104,349,445 81
$ 133,056,714 100 $ 132,706,355 100 $ 128,960,697 100
$ 440,000 - $ 864,000 1 $ 2,499,000 2
309,809 - 299,681 - 2,848,400 2
- - - - 56,144 -
2,725,977 2 - - - -
30,071 - 45,637 - 41,727 -
5,466,539 4 6,515,052 5 5,116,025 4
6,062,487 5 7,531,030 6 7,094,356 5
3,807,266 3 2,033,857 1 2,710,057 2
232,593 - 227,536 - 216,968 -
- - 2,806,802 2 2,424,623 2
8,999,061 7 8,998,533 7 6,198,144 5
240,773 - 246,344 - 253,560 -
859,635 1 823,502 1 736,655 1
29,174,211 22 30,391,974 23 30,195,659 23
226,799 - - - - -
20,375,327 15 20,373,820 15 17,383,036 14
- - 7,600,000 6 2,899,797 2
888,258 1 887,441 1 863,795 1
2,054,198 1 1,730,452 1 1,628,501 1
- - 185,766 - 187,220 -
724,808 1 728,162 1 760,715 1
293,913 - 296,738 - 295,412 -
66,615 - 65,789 - 154,555 -
24,629,918 18 31,868,168 24 24,173,031 19
53,804,129 40 62,260,142 47 54,368,690 42
32,585,008 25 32,585,008 25 32,585,008 25
8,143,351 6 8,143,345 6 10,166,874 8
17,405,561 13 17,405,561 13 16,270,878 13
783,467 - 783,467 1 769,907 -
19,640,364 15 10,822,899 8 14,183,076 11
37,829,392 28 29,011,927 22 31,223,861 24
2916 - 18,132 - (107,812 -
78,560,667 59 69,758,412 53 73,867,931 57
691,918 1 687,801 724,076 1
79,252,585 60 70,446,213 53 74,592,007 58
$ 133,056,714 100 $ 132,706,355 100 $ 128,960,697 100



FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except EarningPer Share)
(Reviewed, Not Audited)

For the Three Months EndedMarch 31
2018 2017
Amount % Amount %

OPERATING REVENUE (Notes 4, 25 aigd) $ 21,666,560 100 $ 22,480,387 100

OPERATING COSTS (Notes 12, 26 and 31) 14,591,069 67 13,198,877 59
GROSS PROFIT 7,075,491 33 9,281,510 41
OPERATING EXPENSES (Notes 26 and 31)
Marketing 2,394,103 11 4,051,437 18
General and administrative 1,430,076 7 1,448,752 6
Total operating expenses 3,824,179 18 5,500,189 24
OPERATING INCOME 3,251,312 15 3,781,321 17
NONOPERATING INCOME AND EXPENSES
Other income (Notes 4 and 31) 17,794 - 18,806 -
Other gains and losses (Note 30) 25,062 - 5,144 -
Financial costs (Notes 4, 26 and 31) (106,977% D (107,978 -
Share of the gain (loss) of associates 4,857 - (69,269 -
Loss on disposal of property, plant and equipmer
and intangible assets (100,642 - (181,179 D
Total nonoperating income and expenses (159,906 D (334,467 D
INCOME BEFORE INCOME TAX 3,091,406 14 3,446,854 16
INCOME TAX (Notes 4 and 27) 633,738 3 603,199 3
NET INCOME 2,457,668 11 2,843,655 13
OTHER COMPREHENSIVE (LOSS) INCOME
Items that will not be reclassifiedissequently to
profit or loss:
Unrealized gain on investments in equity
instruments designated as at fair value throu
other comprehensive income (Notes 4 and 2 5,969 - - -
(Continued)




FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In Thousands of New Taiwan Dollars, Except EarningPer Share)

(Reviewed, Not Audited)

For the Three Months EndedMarch 31

2018 2017
Amount % Amount %
Items that mg be reclassified subsequently to pro
or loss:
Exchange differences on translating the financ
statements of foreign operations (Note 24) $ 790 - $ (1,759 -
Unrealized losses on availadta-sale financial
assets (Notes 4 dr24) - - (8,099 -
Cash flow hedges (Notes 4 and 24) - - 16,942 -
Share of other comprehensive (loss) income o
associates accounted for using the equity
method (Note 24) (10,235 - 18,663 -
(9,445 - 25,751 -
Total other comprehensive (loss) income, ne
income tax (3.479 - 25,751 -
TOTAL COMPREHENSIVE INCOME $ 2,454,192 11 $ 2,869,406 13
NET INCOME ATTRIBUTABLE TO:
Owners of Far EasTone $ 2,453,198 11 $ 2,836,246 13
Noncontrolling interests 4,470 - 7,409 -
$ 2,457,668 1 $ 2,843,655 3
COMPREHENSIVE INCOME ATTRIBUTABLE TO:
Owners of Far EasTone $ 2,449,715 11 $ 2,861,913 13
Noncontrolling interests 4,477 - 7,493 -
$ 2,454,192 1 $ 2,869,406 3
EARNINGS PER SARE, NEW TAIWAN
DOLLARS (Note 28)
Basic $ 0.75 $ 0.87
Diluted $ 075 $ 0.87
The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Toucheaeviewreport dateday 4, 201§ (Concluded)




FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

Equity Attributable to Owners of Far EasTone

Other Equity
Unrealized
(Losses) Gains
on Financial
Assets at Fair

Exchange
Differences on

Translating the Unrealized Value Through
Financial Losses on Other Gains (Losses)
Retained Earnings Statements ~ Available-for-  Comprehensive on Hedging
Capital Special Unappropriated of Foreign sale Financial Income Cash Flow Instruments Noncontrolling
Capital Stock Surplus Legal Reserve Reserve Earnings Operations Assds (Notes 4 (Notes 4 Hedges (Notes (Notes 4 Interests
(Note 24) (Note 24) (Note 24) (Note 24) (Note 24) (Note 24) and 24) and 24) 4 and 29 and 24) Total (Note 24) Total Equity

BALANCE AT JANUARY 1, 217 $ 32,585,008 $10,166,874 $16,270,878 $ 769,907 $11,346,830 $ 4,638 $ (45873 % - $ (92245 % - $71,006,018 $ 716,583 $71,722,601
Net incane for the three months ended March 31, 20 - - - - 2,836,246 - - - - - 2,836,246 7,409 2,843,655
Other comprehensive income (loss) floe three months

ended March 31, 2017, net of income tax - - - - - (1,811 (8,099 - 35,574 - 25,667 84 25,751
BALANCE AT MARCH 31, 2017 $32,585,008 $10,166,874 $16,270878 $ 769,907 $14,183,076 $ 2,827 $ (53968 $ - $ (56,67 $ - $73867,931 $ 724,076 $ 74,592,007
BALANCE AT JANUARY 1, 2018 $32,585,008 $ 8,143,345 $17,405561 $ 783,467 $10,822,899 $ 4,122 $ - $ - $ 14,010 $ - $69,758,412 $ 687,801  $ 70,446,213
Effects of retrospective application and retrospective

restatement - - - - 6,364,273 - - (11,733 (14,010 14,010 6,352,540 - 6,352,540
BALANCE AT JANUARY 1, 2018 AS RESTATED 32,585,008 8,143,345 17,405,561 783,467 17,187,172 4,122 - (11,733 - 14,010 76,110,952 687,801 76,798,753
Changes in equity from investments in associates

accounted for using the equity method - 6 - - (6) - - - - - - - -
Net incomefor the three months ended March 31, 20: - - - - 2,453,198 - - - - - 2,453,198 4,470 2,457,668
Other comprehensive income (loss) foe three months

ended March 31, 2018, net of income tax - - - - - 783 - 5,969 - (10,235 (3,483 7 (3,479
Return of cash capital due subsidiary's liquidation - - - - - - - - - - - (360 (360
BALANCE AT MARCH 31, 2018 $32,585,008 $ 8,143,351 $17,405,58 $ 783467 $19,640,364 $ 4,905 $ - $ (5769 ¢ - $ 3,775 $ 78,560,667 $ 691,918 $ 79,252,585

The accompanying notes are an integral part ofdmsolidatedinancial statements.

(With Deloitte & Touchereviewreport catedMay 4, 2018




FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENT SOF CASH FLOWS
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

CASH FLOWS FROM ®ERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation
Amortization
Amortization of concessions
Expected credit logs
Allowance for doubtful accounts
Net loss on fair value changes of financial assets designated a:
fair value through profit or loss
Financial costs
Interest income
Share of the (gain) loss of associates
Loss on disposal of property, plant and equipment and intangib
assets
Gain on disposal of financial assets
Write-down of inverories recognized (reversed)
Deferred gain on derivative assets for hedging
Net changes in operating assets and liabilities
Financial assets for hedging
Contract assets
Notes eceivable
Accounts receivable
Accounts receivablerelated parties
Inventories
Prepaid expenses
Other current assets
Incremental costs of obtaining a contract
Contract liabilities
Notes payable
Accounts payable
Other payables
Uneaned revenue
Provisions
Other current liabilities
Net defined benefit liabilities
Cash generated from operations
Interest receied
Interest paid
Income taxes paid

Net cash generated from operating activities

For the Three Months Ended

March 31
2018 2017

$ 3,091,406 $ 3,446,854
2,561,974 2,447,478
213,570 202,995
783,064 755,946

63,310 -
- 123,875

19,693 -
106,977 107,978
(9,78)) (10,682
(4,857 69,269
100,642 181,170
- (949
11,907 (672
- 21,375

665 -

321,475 -
(565 (3,937
523,771 877,007
71,560 41,822
296,746 (553,319
(7,669 (17,629
10,038 15,503

41,165 -

111,664 -
(15,566 26,302
(1,048,513 989,561
(1,183,672 (1,104,678
- (22,570
(9,739 (8,609
32,922 (21,220
(3,399 (3,557
6,078,800 7,559,324
7,051 6,634
(75,549 (24,05%
(3,949 (5,38)
6,006,360 7,536,520

(Continued)



FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENT SOF CASH FLOWS
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the disposal of financakets at amortized cost
Acquisition of debt investments with no active market
Acquisition of financial assets measured at cost
Proceeds from the disposal of financial assets measured at cost
Acquisition of property, plant and equipment
Proceeds from the disposal of property, plant and equipment
Increase in refundable deposits
Decrease in refudable deposits
Acquisition of intangible assets
Increase in other financial assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in shoeterm borrowings
Increase (decrease) in shtatm bills payable
Proceeds from the issuance of bonds payable
Repaynent of longterm borrowings
Increase in guarantee deposits received
Decrease in guarantee deposits received
Decrease in deferred revenue
Net changs in noncontrolling interests

Net cash used in financing activities
EFFECT OF EXCHANGE RATE CHANGES
DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

For the Three Months Ended

The accompanying notes are an integral part oféhsalidated financial statements.

(With Deloitte & Toucheaeviewreport dateday 4, 201§

March 31
2018 2017

$ 41,116 $ -
- (173,678

- (45,000

- 945
(1,503,62% (2,118,560
31,505 12,279
(122,163 (67,056
72,286 53,854
(211,649 (222,005
(614 (1,559
(1,693,143 (2,560,772
(424,000 (301,000
10,128 (300,772}
- 5,191,611
(7,600,000 (11,148,543
20,613 17,919
(29,009 (36,909

- (5,969

(360 -
(8,022,628 (6,583,66%
790 (1,709
(3,708,622 (1,609,624
8,347,304 10,258,743
$ 4638682 $ 8,649,119

(Concluded)



FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE MONTHS ENDED MARCH 31, 2018 AND 2017
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)
(Reviewed, Not Audited)

1. ORGANIZATION AND OPERATIONS

Far EasTone Telecommunications Co., Ltd. (Far EasTone) was incorporated in the Republic of Chine

(ROC) on April 11, 1997 and began ecnme r c i a | operations on Jahuary
began to be traded on the ROC otlexcounter (OTC) securities exchange (known as the Taipei
Exchange, TPEx) on December 10, 2001. Latrar , F

became listed on the ROC Taiwan Stock Exchange (the TWSE) on August 24, 2005. Far EasTon
provides wireless communications, leased circuits, Internet and international simple resale (ISR) service
and also sells cellular phone equipment and accessoresof March 31, 2018 and 2017, Far Eastern
New Century Corporation (Far Eastern New Century) and its affiliates directly and indirectly owned

38.28% of Far EasToneds stock. Since Far East
castamagrity vote at the meeting of Far EasToneds
control over Far EasToneod6s finances, operations

the ultimate parent company of Far EasTone.

Far EasTone pxides 2G (secondeneration wireless communications services) by geographical sector
under two type | licenses, GSM900 for the northern region of Taiwan and GSM1800vistEn(GSM

means global system for mobile communications), issued by the Directdeaigeral of
Telecommunications (DGT) of the ROC. These licenses allowed Far EasTone to provide services for 1!
years starting from 1997. The National Communications Commission (NCC) approved the renewal of the
licenses when they were due. The licens&8M1800 islandvide was returned to the NCC in April
2015. The license of GSM900 for the northern region of Taiwan expired in June 2017 and 2G wireless
communications services were terminated on June 30, 2017.

The DGT also issued to Far EasTone a tygiedhse to provide internet and ISR services until December
2018. Far EasTone is also licensed to provide local/domestiedistamce land cable leased circuit
services for 15 years starting from January 2003.

Through the completion of the merger witban-Ze Telecommunications Co., Ltd. (YuZe Telecom), on

May 2, 2005, Far EasTone acquired a 3G license which was issued by the DGT on January 24, 2005 and
valid through December 31, 2018Far EasTone became licensed to provide 3G wireless commangat
service and began commercial operations starting from 2005.

On October 30, 2013, Far EasTone bid for two 4G (fegetheration wireless communications services)
wireless communications licenses, GSM700 and GSM1800, with validity through Decem6381,

Far EasTone bid for a 4G wireless communications license, GSM2600, on December 7, 2015, with validity
through December 31, 2033. Far EasTone also bid for a 4G wireless communications license, GSM 210
on November 15, 2017.

The consolidated finanal statements of Far EasTone and its subsidiaries, collectively referred to as the
Group, are presented in New Taiwan dollars, the functional currency of Far EasTone.



2. REPORT OF CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statememte r e r eported to Far EasTonebs b

3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS

a.

Initial application of the amendments to the Regulations Governing the Preparation of Financial Reports
by Seurities Issuers and théternational Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), Interpretations of IFRS (IFRIC) and Interpretations of IAS (SIC)
(collectively, the Al FRSs0) e rcidl Gupsrésdry @omuissions s u
(FSC)

Except for the following, whenever applied, the initial application of the amendments to the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and the IFRS:
endorsed and issued into effegt b t he FSC woul d not have any n
accounting policies:

1) I FRS 9 AFinanci al I nstrumentsod and related a
IFRS9 supersedes I AS 39 AFinanci al Il nstr ume.]
consequential amendmentsto ¥R 7 A Fi nanci al I nstrument s:

IFRS 9 sets out the requirements for classification, measurement and impairment of financial asset
and hedge accounting. Refer to Note 4 for information relating to the relevant accootitieg.p

The requirements for classification, measurement and impairment of financial assets have beel
applied retrospectively starting from January 1, 2018, and the requirements for hedge accounting
have been applied prospectively. IFRS 9 is not agdpkcao items that have already been
derecognized at December 31, 2017.

Classification, measurement and impairment of financial assets

On the basis of the facts and circumstances that existed Jary 1,2018, the Group has
performed an assessmaritthe classification of recognized financial assets and has elected not to
restate prioreporting periods

The following table shows the original measurement categories and carrying amount under IAS 39
and the new measurement categories and carryingirammder IFRS 9 for each class of the

Groupds financi al assets and financi al i abi
Measurement Category Carrying Amount
Financial Assets IAS 39 IFRS 9 IAS 39 IFRS 9 Remark
Cash and cash equivalel Loans and receivable Amortized cost $ 8,347,304 $ 8,347,304
Derivatives Hedging derivative Hedging financial instruments 1,700 1,700
financial
instruments
Equity securities AvailableAforAsale Fair value through other 263,308 251,575 a)

comprehensivencome (i.e.
FVTOCI) - equity instrument:
Mutual funds HeldAforAtrading Mandatorily at FVTPL 595,200 595,200 b)
Certificates of deposits  Loans and receivable Amortized cost 658,765 658,765 c)
with original maturities
of more than 3 months
Notes receivable, Loans and receivable Amortized cost 8,109,341 8,109,341 d)
accounts receivable a
other receivables
Refundable deposits Loans and receivable Amortized cost 712,567 712,567

-10-



2)

IAS 39 IFRS 9

Carrying Carrying Other
Amount Amount as Equity
as of of Effect on
January 1, Reclassifica Remeasure January1l, January 1,
2018 tions ments 2018 2018 Remark
Financial assets at fair value through othe
comprehensive incoet equity
instruments $ - $ - $ - $ - $
Add: Reclassification from financial ass:
measured at cost (IAS 39) - 263,308 (11,733 251,575 (11,733 a)

263,308 (11,733 251,575 (11,733
Financial assets at amortized cost - - - -
Add: Reclassification from debt
investments with no active market

(IAS 39) - 658,765 - 658,765 - 0)
- 658,765 - 658,765 -
$ - $922073 $ (11733 $910340 $ (11,733

a) Investments in unlisted shares previously measured at cost under IAS 39 have been designate
as at FVTOCI under IFRS 9 and were remeasured at fair value. Consequently, a décrease ¢
$11,733 thousand was recognized in both financial assets at FVTOCI and other-equity
unrealized gain (loss) on financial assets at FVTOCI on January 1, 2018.

b) Mutual funds previously classified as availafile-sale under IAS 39 were classified
mandatorily as at FVTPL under IFRS 9, because the contractual cash flows are not solely
payments of principal and interest on the principal outstanding and they are not equity
instruments.

c) Debt investments previously classified as debt investments widlcthe market and measured
at amortized cost under IAS 39 were classified as measured at amortized cost with an
assessment of expected credit losses under IFRS 9, because on January 1, 2018, the contracti
cash flows were solely payments of principal ardrest on the principal outstanding and these
investments were held within a business model whose objective is to collect contractual cash
flows.

d Notes receivabl e, accounts receivable and
loansad recei vables under | AS 39 were classiy
expected credit losses under IFRS 9.

Hedge accounting

Under the Groupds previous hedge accounting
were designated aaif value hedging instruments for the foreign currency risk of foreign exchange
gains or losses on identified foreign curre@nominated assets, and the related changes were
recognized directly in profit or loss. Furthermore, due to the amendmentg tRetjulations
Governing the Preparation of Financial Reports by Securities Issuers, all derivative and
nonderivative financial assets and financial liabilities which are designated as hedging instruments
are presented as financial assets and financmlities for hedging starting from January 1, 2018.

I FRS 15 ARevenue from Contracts with Cust ome
IFRS 15 establishes principles for recognizing revenue that apply to all contracts with customers,

and supersedes ed AS | A8 FReviicCobinstruction Col
revenuerelated interpretations. Refer to Note 4 for the related accounting policies.
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In identifying performance obligations, IFRS 15 and the related amendments require that a good ot
service is distiat if it is capable of being distinct (for example, the Group regularly sells it
separately) and the promise to transfer it is distinct within the context of the contract (i.e. the nature
of the promise in the contract is to transfer each good or sendiédiually rather than to transfer a
combined output).

Under IFRS 15, the Group allocates the transaction price to each performance obligation identified
in the contract on a relative staalbne selling price basis. Prior to the application of IFRSHE

Group enters into transactions that involve the bundling of the service of air time with goods,
resulting in the recognition of the revenue for service and goods based on the allocation of the tota
consideration received from customers using thatixe fair values, and the sales of goods are
limited to the amount for which customers pay.

Incremental costs of obtaining a contract are recognized as assets to the extent that the Grou
expects to recover those costs. Such assets are amortized sis thaiais consistent with the
transfer to the customer of the goods or services to which the assets relate. Prior to the applicatio
of IFRS 15, related costs were recognized as expenses immediately.

The Group provides servidgpe warranty in additioio the assurance that the product complies
with agreeedupon specifications. IFRS 15 requires such service to be considered as a performance
obligation. The transaction price allocated to sertype warranty is recognized as revenue, and

the related csts are recognized when the warranty service is performed. Prior to the application of
IFRS 15, the transaction price of the aforementioned transaction was fully recognized as revenue
when products were sold, and a corresponding provision was recognizée £xpected warranty
costs.

Under IFRS 15, the Group obtains control of the specified goods or services before they are
transferred to the customers and, therefore, is acting as a principal in the transaction. Prior to the
application of IFRS 15, th&roup determined whether it was a principal or an agent based on its
exposure to the significant risks and rewards of the goods or services and considered itself
principal in the transaction.

Under IFRS 15, the net effect of revenue recognized anddewason received and receivable is
recognized as a contract asset or a contract liability. Prior to the application of IFRS 15,
receivables were recognized or deferred revenue was reduced when revenue was recognized for tl
contract under IAS 18.

The Goup elected to recognize the cumulative effect of retrospectively applying IFRS 15 in
retained earnings on January 1, 2018.

For all contract modifications that occurred on or before December 31, 2017, the Group did not
apply the requirements in IFRS lfdividually to each of the maodifications, nor did it identify the
performance obligations, determined and allocated transaction price in the manner that reflected th
aggregate effect of all modifications that occurred before December 31, 2017. Thidréukeic
complexity and cost of retrospective application, and resulted in financial information that closely
aligns with the financial information that would be available under IFRS 15 without the expedient.
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Adjustments

Arising fr om
As Originally Initial
Stated Application Restated

Impact on assets, liabilities and equity
Current assets
Contract assetscurrent $ - $ 4,006,717 $ 4,006,717
Noncurrent assets
Contract assetsnoncurent - 1,997,827 1,997,827
Incremental costs of obtaining a contra

noncurrent - 1,566,190 1,566,190
Total effect on assets 132,706,355 7,570,734 140,277,089
Current liabilities
Contractliabilities - current - 2,655,346 2,655,346
Current tax liabilities 2,033,857 1,357,917 3,391,774
Unearned revenue 2,806,802 (2,806,802 -
Noncurrent liabilities
Deferred revenuenoncurrent 185,766 (185,766 -
Contract liabilities- noncurrent - 185,766 185,766
Total effect on liabilities 62,260,142 1,206,461 63,466,603
Equity
Retained earnings 29,011,927 6,364,273 35376,200
Total effect on equity 70,446,213 6,364,273 76,810,486

The impact of applying the pervious standaldsA(S 18 A Revenued) as
the three months ended March 31, 2018 is summarized below:

Impact on assets, liallies and equity for current period

March 31, 2018

Decrease in contract assetsurrent $ (3,698,723
Decrease in contract assetsoncurrent (1,831,634
Decrease in incremental costs of obtaining a contnamhcurrent (1,525,02%
Decrease in assets $ (7,055,387
(Continued)
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Decrease in contract liabilitie<urrent
Increase in unearned revenue
Decrease in contract liabilitiesxoncurrent
Increase in deferred revenuaoncurrent
Decrease in current tax liabilities

Decrease in liabilities

Decrease in retainezhrnings

Decrease in equity

Impact on total comprehensive income for current period

Increase in operating revenue
Increase in operating expenses
Increase in income tax expense
Increase in at profit for the period

Increase in total comprehensive income for the period

Increase in net profit attributable to:
Owners of Far EasTone

Increase in total comprehensive income attributable to:
Owners of Far EasTone

Impact on earnings per share:
Increase in basic earnings per share

March 31, 2018

$ (2,725,977
3,023,438
(226,799
226,799

(1,282,20]
$ (984,740
$ (6,070,647

$ (6,070,647
(Concludd)

For the Three
Months Ended
March 31, 2018

$ 1,280,068
910,727

75,715
293,626

$ 293,626

$ 293,626

$ 293,626

$0.09

b. New IFRSs in issue but not yet endorsed and issued into effect by the FSC

New IFRSs

Effective Date
Announced by IASB (Note 1’

Annual Improvements to IFRSs 202817 Cycle
Amendment s
Compensationo
Amendment s

Amendmentsto IAS 18 P| an

Amendments to IAZ 8

between An Investor and ltss s 0 C |

FRS 16
FRS 17
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fi
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10
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or

I A
Joi

C

Contractsc
Cu

nty
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January 1, 2019
January 1, 2019 (Note 2)

To be determined by IASB
January 1, 2019 (Note 3)
January 1, 2021

January 1, 2019 (Note 4)
January 1, 2019

January 1, 2019



Note 1. Unless stated otherwise, the above New IFRSs are effective for annual periods beginning or
or after tteir respective effective dates.

Note 2: The FSC permits the election for early adoption of the amendments starting from 2018.

Note 3: On December 19, 2017, the FSC announced that IFRS 16 will take effect starting from
January 1, 2019.

Note 4: The Groupshall apply these amendments to plan amendments, curtailments or settlements
occurring on or after January 1, 2019.

| FRS 16 AlLeaseso

IFRS 16 sets out the accounting standards for leases that will supersede IAS 17 and a number of relat
interpretations.

Under IFRS 16, if the Group is a lessee, it shall recognize-ofginse assets and lease liabilities for all
leases on the consolidated balance sheets except foaloe and shoiterm leases. The Group may
elect to apply the accounting method simtlathe accounting for operating leases under IAS 17 to the
low-value and shotterm leases. On the consolidated statements of comprehensive income, the Group
should present the depreciation expense charged onofigise assets separately from the iesér
expense accrued on lease liabilities; interest is computed by using the effective interest method. O
the consolidated statements of cash flows, cash payments for the principal portion of lease liabilities ar
classified within financing activities;ash payments for the interest portion are classified within
operating activities.

The application of IFRS 16 is not expected to have a material impact on the accounting of the Group a
lessor.

When IFRS 16 becomes effective, the Group may elect to dpiplgtandard either retrospectively to
each prior reporting period presented or retrospectively with the cumulative effect of the initial
application of this standard recognized at the date of initial application.

Except for the above impact, as of tee the consolidated financial statements were authorized for issue,
the Group is continuously assessing the possible impact that the application of other standards an
interpretations wil/| have on t he Graoadwilldlisclodeitha a nc
relevant impact when the assessment is completed.

4. SIGNIFICANT ACCOUNTING POLICIES
a. Statement of compliance

The interim consolidated financial statements have been prepared in accordance with the Regulation:
Governing the Pear ati on of Financi al Reports by Secut
Reportingdo as endorsed and issued into effect
interim consolidated financial statements is less than the disclosummatimn required in a complete

set of annual consolidated financial statements.

b. Basis of preparation
The consolidated financial statements have been prepared on the historical cost basis except fc
financial instruments and investment properties #natmeasured at fair value, and net defined benefit

liabilities which are measured at the present value of the defined benefit obligation less the fair value of
plan assets.
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The fair value measurements, which are grouped into Levels 1 to 3 based ogrédetdewhich the

fair value measurement inputs are observable and based on the significance of the inputs to the fa
value measurement in its entirety, are described as follows:

1) Level 1 inputs are quoted prices (unadjusted) in active markets faic@eassets or liabilities;

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

3) Level 3 inputs a unobservable inputs for an asset or liability.
Basis of consolidation

Principles for preparing consolidated financial statements

The consolidated financial statements incorporate the financial statements of Far EasTone and th
entities controlled yp Far EasTone (its subsidiaries).

Income and expenses of subsidiaries acquired or disposed of during the period are included in th
consolidated statements of profit or loss and other comprehensive income from the effective date o
acquisition up to theffective date of disposal, as appropriate.

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

All intra-group transactions, balances, income angkrses are eliminated in full upon consolidation.
Total comprehensive income of subsidiaries is attributed to the owners of Far EasTone and to the
noncontrolling interests even if this results in the noncontrolling interests having a deficit balance.

Chmges in the Groupbés ownership interests in s
over the subsidiaries are accounted for as &eq
interests and the noncontrolling interests are &eljuro 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 consideration paid or received is recognized directly in equity and
attributed to the owners of Far EasTone.

See Note 13, Schedule G and Schedule H for detailed information on subsidiaries, including the
percentages of ownership and main businesses.

Other significant accounting policies

Except for the following, th@ccounting policies applied in the consolidated financial statements are
consistent with those applied in the consolidated financial statements for the year ended December 3:
2017. For the summary of other significant accounting policies, refer to tissloated financial
statements for the year ended December 31, 2017.

1) Assets related to contract costs

When a sales contract is obtained, commission and subsidies paid to dealers under sale agreemei
are recognized as assets (incremental costs afnatiy a contract) to the extent that the costs are
expected to beecovered and are amortized in a manner which is consistent with the recognition of
telecommunication service revenue. However, the Group elects not to capitalize the incremental
costs ofobtaining a contract if the amortization period of such assets, which the Group otherwise
would have recognized, is expected to be one year or less.
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2) Financial instruments

Financial assets and financial liabilities are recognized when a group exttignes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that
are directly attributable to an acquisition or issuance of financial assets anddinabilities

(other than financial assets and financial liabilities at FVTPL) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributalio the acquisition of financial assets or financial liabilities at
FVTPL are recognized immediately in profit or loss.

a) Financial assets

All regular way purchases or sales of financial assets are recognized and derecognized on
trade date basis.

i. Measurement categories

2018

Financial assets are classified into the following categories: Financial assets at FVTPL,
financial assets at amortized cost and investments in equity instruments at FVTOCI.

)

Financial assets at FVTPL

A financial assefs classified as at FVTPL when the financial asset is mandatorily
classified as at FVTPL. Financial assets mandatorily classified as at FVTPL include
mutual funds held by the Group.

Financial assets at FVTPL are subsequently measured at fair valugnyitiains or
losses arising on remeasurement recognized in profit or loss. The net gain or loss
recognized in profit or loss incorporates any dividends or interest earned on such
financial assets. Fair value is determined in the manner described i8Note

Financial assets at amortized cost

Financial assets that meet the following conditions are subsequently measured at
amortized cost:

The financial asset is held within a business model whose objective is to hold
financial assets in order to émdt contractual cash flows; and

The contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount
outstanding.

Subsequent to initial recognition, financassets at amortized cost, including cash and
cash equivalents, accounts receivable at amortized cost and other financialaassets,
measured at amortized cost, which equals the gross carrying amount determined by the
effective interest method less anyngairment loss. Exchange differences are
recognized in profit or loss.
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ii)

Interest income is calculated by applying the effective interest rate to the gross carrying
amount of a financial asset, except for:

Purchased or originated credhitpaired finan@l assets, for which interest income is
calculated by applying the creditljusted effective interest rate to the amortized cost
of such financial assets; and

Financial assets that have subsequently become -arggditred, for which interest
income iscalculated by applying the effective interest rate to the amortized cost of
such financial assets.

Cash equivalents include time deposits with original maturities within 3 months from
the date of acquisition, which are highly liquid, readily convertibla known amount

of cash and are subject to an insignificant risk of changes in value. These cash
equivalents are held for the purpose of meeting gkam cash commitments.

Investments in equity instruments at FVTOCI

On initial recognition, the ®up may make an irrevocable election to designate
investments in equity instruments as at FVTOCI. Designation at FVTOCI is not
permitted if the equity investment is held for trading or if it is contingent consideration
recognized by an acquirer in a mess combination.

Investments in equity instruments at FVTOCI are subsequently measured at fair value
with gains and losses arising from changes in fair value recognized in other

comprehensive income and accumulated in other equity. The cumulativer dags o

will not be reclassified to profit or loss on disposal of the equity investments, instead,

they will be transferred to retained earnings.

Dividends on these investments in equity instruments are recognized in profit or loss
when t he Gmooesgvé the dividegds tis egtablished, unless the dividends
clearly represent a recovery of part of the cost of the investment.

2017

Financial assets are classified into the following categories: Financial assets at fair value
through profit or lossavailablefor-sale financial assets and loans and receivables.

)

Financial assets at fair value through profit or loss

Financial assets are classified as at fair value through profit or loss when such financial
assets are held for trading.

Financialassets at fair value through profit or loss are stated at fair value, with any gains
or losses arising on remeasurement recognized in profit or loss. The net gain or loss
recognized in profit or loss incorporates any dividends or interest earned amatigéi

asset. Fair value is determined in the manner described in Note 30.

Available-for-sale financial assets
Available-for-sale financial assets are Rderivatives that are either designated as

availablefor-sale or are not classified as loansl #aeceivables, or financial assets at fair
value through profit or loss.
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Availablefor-sale financial assets are measured at fair value. Changes in the carrying
amounts of availabléor-sale monetary financial assets (relating to changes in foreign
cumrency exchange rates, interest income calculated using the effective interest method
and dividends on availabfer-sale equity investments) are recognized in profit or loss.
Other changes in the carrying amount of availdbiesale financial assets are
recognized in other comprehensive income and will be reclassified to profit or loss when
such investments are disposed of or are determined to be impaired.

Dividends on availabléor-sale equity instruments are recognized in profit or loss when
theGroups right to receive the dividends i ¢

Available-for-sale equity investments that do not have a quoted market price in an active
market and whose fair value cannot be reliably measured and derivatives that are linked
to and must be settled bgldrery of such unquoted equity investments are measured at
cost less any identified impairment loss at the end of each reporting period and
presented in a separate line item as financial assets measured at cost. |If, in a
subsequent period, the fair valoéthe financial assets can be reliably measured, the
financial assets are remeasured at fair value. The difference between the carrying
amount and the fair value is recognized in other comprehensive income on financial
assets. Any impairment losses ereognized in profit and loss.

iii) Loans and receivables

Loans and receivables (including accounts receivable, cash and cash equivalents, deb
investments with no active market, and other financial assets) are measured using the
effective interest methd at amortized cost less any impairment, except for -t
receivables when the effect of discounting is immaterial.

Cash equivalents include time deposits with original maturities within 3 months from
the date of acquisition, which are highly liguréadily convertible to a known amount

of cash and are subject to an insignificant risk of changes in value. These cash
equivalents are held for the purpose of meeting ¢kam cash commitments.

Impairment of financial assets
2018

The Group recgnizes a loss allowance for expected credit losses on financial assets at
amortized cost (including accounts receivable), as well as contract assets.

The Group always recognizes lifetime expected credit losses (i.e. ECLs) for accounts
receivable. For &bther financial instruments, the Group recognizes lifetime ECLs when
there has been a significant increase in credit risk since initial recognition. If, on the other
hand, the credit risk on a financial instrument has not increased significantly rsitnee i
recognition, the Group measures the loss allowance for that financial instrument at an
amount equal to Xthonth ECLs.

Expected credit losses reflect the weighted average of credit losses with the respective risks
of a default occurring reflected ithe weights. Lifetime ECLs represent the expected
credit losses that will result from all possible default events over the expected life of a
financial instrument. In contrast, -tRonth ECLs represent the portion of lifetime ECLs

that is expected to rek from default events on a financial instrument that are possible
within 12 months after the reporting date.
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The Group recognizes an impairment gain or loss in profit or loss for all financial
instruments with a corresponding adjustment to their cayrgmount through a loss
allowance account.

2017

Financial assets, other than those at fair value through profit or loss, are assessed fol
indicators of impairment at the end of each reporting period. Financial assets are
considered to be impaired whelnete is objective evidence, as a result of one or more
events that occurred after the initial recognition of the financial assets, that the estimated
future cash flows of the investment have been affected.

For financial assets at amortized cost, suchcasumts receivable, such assets are assessed
for impairment on a collective basis even if they were assessed not to be impaired
individually. Objective evidence of impairment for a portfolio of receivables could include

t he Group6s pa sdctingepaypnentsi asmeleas obkervable IcHanges in
national or local economic conditions that correlate with defaults on receivables.

For a financial asset at amortized cost, the amount of the impairment loss recognized is the
difference between suchansast 6 s carrying amount and t h
future cash flows, discounted at the fina

For financial assets at amortized cost, if, in a subsequent period, the amount of the
impairment loss deeases and the decrease can be related objectively to an event occurring
after the impairment was recognized, the previously recognized impairment loss is reversed
through profit or loss to the extent that the carrying amount of the investment (at tteedate
impairment is reversed) does not exceed what the amortized cost would have been had th
impairment not been recognized.

For availablefor-sale equity investments, a significant or prolonged decline in the fair value
of the security below its cost @®nsidered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could include significant
financial difficulty of the issuer or counterparty, breach of contract such as a default or
delinquency in inters or principal payments, it becoming probable that the borrower will
enter bankruptcy or financial «@ganization, or the disappearance of an active market for
those financial assets because of financial difficulties.

When an availabkor-sale financibasset is considered to be impaired, cumulative gains or
losses previously recognized in other comprehensive income are reclassified to profit or loss
in the period.

In respect of availablior-sale equity securities, impairment loss previously recogniize
profit or loss is not reversed through profit or loss. Any increase in fair value subsequent
to an impairment loss is recognized in other comprehensive income.

For financial assets that are measured at cost, the amount of the impairment lossiiednea
as the difference between such an assetb
estimated future cash flows discounted at the current market rate of return for a similar
financial asset. Such impairment loss will not be reversed in subsemguems.
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b)

d)

The carrying amount of a financial asset is reduced by the impairment loss directly for all
financial assets, with the exception of accounts receivable, where the carrying amount is
reduced through the use of an allowance account. When ascoecgivable are
considered uncollectible, they are written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against the allowance account.
Changes in the carrying amount of the allowance accountaognized in profit or loss
except for uncollectible accounts receivable that are written off against the allowance
account.

iii. Derecognition of financial assets

The Group derecognizes a financial asset only when the contractual rights to thewash fl
from the asset expire or when it transfers the financial asset and substantially all the risks
and rewards of ownership of the asset to another party.

On derecognition of a financial asset at amortized cost in its entirety, the difference between
theasset 6s carrying amount and the sum of
recognized in profit or loss. On derecognition of an investment in an equity instrument at
FVTOCI , t he di fference bet ween t he asse
consideration received and receivable is recognized in profit or loss, and the cumulative gain
or loss that had been recognized in other comprehensive income is transferred directly to
retained earnings, without recycling through profit or loss.

Equity instruments
Debt and equity instruments issued by a group entity are classified as either financial liabilities
or as equity in accordance with the substance of the contractual arrangements and the definition

of a financial liability and an equity instrent.

Equity instruments issued by a group entity are recognized at the proceeds received, net o
direct issue costs.

Repurchase of the Groupds own equity instr.
equity. No gain or loss is recognized inofitr or loss on the purchase, sale, issue or
cancellation of th& r o uopvd egjuity instruments.
Financial liabilities
i. Subsequent measurement
Financial liabilities are measured at amortized cost using the effective interest method.
ii. Derecogrion of financial liabilities
The difference between the carrying amount of the financial liability derecognized and the
consideration paid, including any noash assets transferred or liabilities assumed, is
recognized in profit or loss.
Derivativefinancial instruments
The Group enters into a variety of derivative financial instruments to manage its exposure to

foreign exchange rate risks, including forward exchange contracts and foreign exchange swar
contracts.
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Derivatives are initially recogned at fair value at the date the derivative contracts are entered
into and are subsequently remeasured to their fair value at the end of each reporting period
The resulting gain or loss is recognized in profit or loss immediately unless the derivative is
designated and effective as a hedging instrument, in which event, the timing of the recognition
in profit or loss depends on the nature of the hedge relationship. When the fair value of
derivative financial instruments is positive, the derivative is geized as a financial asset;
when the fair value of derivative financial instruments is negative, the derivative is recognized
as a financial liability.

3) Hedge accounting

The Groupdesignates certain hedging instruments, which include derivativesthas fair value
hedges or cash flow hedges.

a)

b)

Fair value hedges

Changes in the fair value of derivatives that are designated and qualify as fair value hedges ar
recognized in profit or loss immediately, together with any changes in the fair vathe of
hedged asset or liability that are attributable to the hedged risk. The change in the fair value of
the hedging instrument and the change in the hedged item attributable to the hedged risk ar
recognized in profit or loss in the line item relatingtte hedged item.

Before 2018, hedge accounting was discontinued prospectively when the Group revoked the
designated hedging relationship; when the hedging instrument expired or was sold, terminated,
or exercised; or when the hedging instrument no longdrthe criteria for hedge accounting.
From 2018, the Group discontinues hedge accounting only when the hedging relationship cease
to meet the qualifying criteria; for instance, when the hedging instrument expires or is sold,
terminated or exercised.

Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify
as cash flow hedges is recognized in other comprehensive income. The gain or loss relating te
the ineffective portion is recognized immeeig in profit or loss.

The associated gains or losses that were recognized in other comprehensive income ar
reclassified from equity to profit or loss as a reclassification adjustment in the line item relating
to the hedged item in the same period witienhedged item affects profit or loss. If a hedge

of a forecast transaction subsequently results in the recognition of-Bnaocial asset or a
nonfinancial liability, the associated gains and losses that were recognized in other
comprehensive incomare removed from equity and included in the initial cost of the
nonfinancial asset or nefinancial liability.

Before 2018, hedge accounting was discontinued prospectively when the Group revoked the
designated hedging relationship; when the hedginguim&nt expired or was sold, terminated,

or exercised; or when the hedging instrument no longer met the criteria for hedge accounting.
From 2018, the Group discontinues hedge accounting only when the hedging relationship cease
to meet the qualifying critex; for instance, when the hedging instrument expires or is sold,
terminated or exercised. The cumulative gain or loss on the hedging instrument that has beel
previously recognized in other comprehensive income from the period when the hedge was
effective remains separately in equity until the forecast transaction occurs. When a forecast
transaction is no longer expected to occur, the gain or loss accumulated in equity is recognizec
immediately in profit or loss.

-22-



4)

5)

Impairment of tangible and intangitdssets other than goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and
intangible assets, excluding goodwill, to determine whether there is any indication that those asset:
have suffered an impairmentsls. 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 theal&Eov
amount of the casbenerating unit to which the asset belongs. Corporate assets are allocated to
the individual castgenerating units on a reasonable and consistent basis of allocation.

Intangible assets with indefinite useful lives and intangilslgets not yet available for use are tested
for impairment at least annually and whenever there is an indication that the asset may be impaired.

The recoverable amount is the higher of fair value less costs to sell and value in use. If the
recoverable mount of an asset or cagenerating unit is estimated to be less than its carrying
amount, the carrying amount of the asset or -ggsterating unit is reduced to its recoverable
amount, with the resulting impairment loss recognized in profit or loss.

Before the Group recognizes an impairment loss from assets related to contract costs, an)
impairment loss on incremental costs of obtaining a contract applicable under IFRS 15 shall be
recognized in accordance with applicable standards. Then, impairmefibtogbe assets related

to the contract costs is recognized to the extent that the carrying amount of the assets exceeds tl
remaining amount of consideration that the Group expects to receive in exchange for related good
or services less the costs whighate directly to providing those goods or services and which have
not been recognized as expenses. The assets related to the contract costs are then included in
carrying amount of the cagjenerating unit to which they belong for the purpose ofuatiag
impairment of that casgenerating unit.

When an impairment loss is subsequently reversed, the carrying amount of the corresponding asse
cashgenerating unit or assets related to contract costs is increased to the revised estimate of it
recoveable amount, but only to the extent of the carrying amount that would have been determined
had no impairment loss been recognized for the assetgeasghating unit or assets related to
contract costs in prior years. A reversal of an impairment logsdgnized in profit or loss.

Revenue recognition
2018

The Group identifies contracts with the customers, allocates the transaction price to the performanc
obligations, and recognizes revenue when performance obligations are satisfied.

a) Revenue fom sale of goods

Revenue from the sale of goods comes from sales of mobile telecommunication devices anc
accessories and internet sales of goods. Sales of mobile telecommunication devices an
accessories are recognized as revenue when the goods aes shigielivered to the customer
because that is the time when the customer has full discretion over the manner of distribution
and over the price to sell the goods, has primary responsibility for sales to future customers, anc
bears the risks of obsolescen Accounts receivable are recognized concurrently. For
internet sales of goods, revenue i s recoghn
specific location. When the customer initially purchases the goods online, the transaction price
receved is recognized as a contract liability until the goods have been delivered to the customer.

-23-



A bundle sale contract consists of the rendering of air time services and sales of goods. The
rendering of services and sales of goods are accounted fastiastdberformance obligations.

The Group allocates the transaction price to each performance obligation identified in a bundle
sale contract on a relative staaldne selling price basis.

Under the Groupobs Cust omer Loy artl crgditsRvhemg r a
customers purchase goods. The award credits provide a material right to customers.
Transaction price allocated to the award credits is recognized as a contract liability when
collected and will be recognized as revemdgen the award cdits are redeemed or have
expired.

b) Revenue from rendering of services

Revenue from rendering of services comes from telecommunication servicesaddae
services and enterprise project services.

Usage revenue from fixed network services, celldarvices and interconnection and call
transfer fees from other telecommunications companies and carriers are billed in arrears and ar
recognized based upon minutes of traffic processed when the services are provided in
accordance with contract terms.

Other telecommunication revenue is recognized as follows: (a) monthly fees are recognized as
income when services are rendered at the amount allocated from the transaction price of the
related contracts on a relative staaldne selling price basis, and (pjepaid and recharge
services are recognized as income based upon actual usage by customers.

As the Group provides telecommunication vadukled services, the customer simultaneously
receives and consumes the benef i Comsegpently,vi d
related revenue is recognized when services are rendered. The effort of technical personnel i
required to perform enterprise project services, and therefore, the Group measures progress o
the basis of costs incurred relative to the tetgdected costs. The Group recognizes revenue
over time based on the progress of the project. Payments for enterprise project services ar
made at several time points specified in the service contract. A contract asset is recognizec
over the period in wibh the enterprise project services are performed and is reclassified to
accounts receivable when each milestone payment is due.

2017

Revenue is measured at the fair value of the consideration received or receivable. Revenue i
reduced for estimated dosner returns, rebates and other similar allowances. Since the future
values of operating revenue resulting from receivables within one year approximate the fair values
of these receivables, the fair values are not recalculated using the pro forma rateresethod.
Revenue is recognized when the earnings process is completed or virtually completed and the
revenue is realizable and measurable. The costs of providing services are recognized as incurre
Related revenue is recognized as follows:

a) Sevices revenue
Usage revenue from fixed network services, cellular services and interconnection and call
transfer fees from other telecommunications companies and carriers are billed in arrears and ar

recognized based upon minutes of traffic processednwiine services are provided in
accordance with contract terms.
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Other revenue is recognized as follows: (a) monthly fees are accrued every month, and (b)
prepaid and recharge s@es are recognized as income based upon actual usage by customers.

b) Sde of goods

Revenue from the sale of goods is recognized when the goods are delivered and titles havi
passed, at which time all the following conditions are satisfied:

i. Far EasTone has transferred to the buyer the significant risks and rewards afhipvoér
the goods;

ii. Far EasTone retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

iii. The amount of revenue can be measured reliably;

iv. It is probable thathe economic benefits associated with the transaction will flow to Far
EasTone; and

v. The costs incurred or to be incurred in respect of the transaction can be measured reliably.

Where the Group enters into transactions which involve both the serviie tohe bundled

with products, revenue for service and product are recognized based on the allocation of the
total consideration received from customers using the relative fair values and the sales of
product are limited to the amount that customersfpay

Services revenue and sales of goods that result in award credits for customers, under the
Groupds award scheme, are accounted for as
value of the consideration received or receivable is allocatedebet the services and
inventories supplied and the award credits granted. The consideration allocated to the awarc
credits is measured by reference to their fair value, the amount for which the award credits
could be sold separately. Such considerationdat recognized as revenue at the time of the
initial sale transaction but is deferred and recognized as revenue when the award credits ar
redeemed and the Groupods obligations have ¢

c) Dividend and interest income

Dividend income from me st ment s is recognized when t
payment has been established provided that it is probable that the economic benefits will flow to
the Group and the amount of income can be measured reliably.

Interest income from a financialsset is recognized when it is probable that the economic
benefits will flow to the Group and the amount of income can be measured reliably. Interest
income is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable.

6) Retirement benefits
Pension cost for an interim period is calculated on a-tgedate basis by using the actuarially
determined pension cost rate at the end of the prior financial year, adjusted for significant market

fluctuationssince that time and for significant plan amendments, settlements, or other significant
oneoff events.
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7) Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax. Interin
period income taxes are assessed on anahrbasis and calculated by applying to an interim
per i odad scormertle tax rate that would be applicable to expected total annual earnings.
The effect of a change in tax rate resulting from a change in tax law is recognized in a manner
which is comistent with the accounting for the transaction itself which gives rise to the tax
consequence, and is recognized in profit or loss, other comprehensive income or directly in equity
in full in the period in which the change in tax rate occurs.

5. CRITIC AL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

Except for the following, the same critical accounting judgments and key sources of estimation uncertainty
have been followed in these consolidated financial statements as were appliedpmeparation of the
consolidated financial statements for the year ended December 31, 2017.

a. Estimated impairmenif financial assets2018

The provision for impairment of accounts receivable is based on assumptions about the risk of defaul
and exyected loss rates. The Group uses judgment in making these assumptions and in selecting tt
i nputs for the impairment calculation, based
well as forward looking estimates at the end of each regomperiod. For details of the key
assumptions and inputs used, see Note 11. Where the actual future cash inflows are less the
expected, a material impairment loss may arise.

b. Estimated impairment of accounts receival2817

When there is object&vevidence of impairment loss of receivables, the Group takes into consideration
the estimation of future cash flows of such receivables. The amount of impairment loss is measured a
the difference between such an aueofste éestimatedcfdurer vy i
cash flows (excluding future credit | osses tha
original effective interest rate. Where the actual future cash flows are less than expected, a materic
impairment los may arise.

6. CASH AND CASH EQUIVALENTS

December 31,

March 31, 2018 2017 March 31, 2017
Cash on hand $ 12,663 $ 18,029 $ 14,174
Checking and demand deposits 2,978,721 6,701,223 1,528,617
Cash equivalents
Commercial paper purchased under resale
agreements 1,552,936 1,544,093 3,200,086
Certificates of deposits 94,362 83,959 3,906,242

4,638,682 $ 8,347,304 $ 8,649,119
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7.

10.

FINANCIAL ASSETS AT FAIR VALUE THROUGH O THER COMPREHENSIVE INCOME -
2018

March 31, 2018
Noncurrent
Investments in equity instruments at FVTOCI $ 257,544

These investments in equity instruments are not held for trading. Instead, they are held for medium tc
longterm strategicpurposes. Accordingly, the management elected to designate these investments in
equity instruments as at FVTOCI as they believe that recognizing-tehortfluctuations in these
investmentsé fair value in proffoupds bkbosatwegyl o
investments for longerm purposes. These investments in equity instruments were classified as financial
assets measured at cost under IAS 39. Refer to Notes 3 and 10 for information relating to their
reclassification andomparative information for 2017.

FINANCIAL ASSETS AT AMORTIZED COST -2018
March 31, 2018
Current
Certificates of deposits with original maturities of more than 3 months $ 617,649
The certificates of deposits were classifiedlelst investments with no active market under IAS 39. Refer
to Notes 3 and 9 for information relating to their reclassification and comparative information for 2017.
DEBT INVESTMENTS WITH NO ACTIVE MARKET -2017
December 31,
2017 March 31, 2017
Current
Certificates of deposits with original maturities of more than 3
months $ 658,765 $ 1,084,074
FINANCIAL ASSETS MEASURED AT COST - 2017
December 31,
2017 March 31, 2017
Noncurrent
Domestic unlistedommon stock $ 263,308 $ 263,308
Distinguish from the type of measure
Availablefor-sale $ 263,308 $ 263,308
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11.

Management believed that the above unlisted equity investments held by the Group, whose fair valus
cannot be relialy measured due to the range of reasonable fair value estimates was so significant; therefort
they were measured at cost less impairment at the end of reporting period.

NOTES RECEIVABLE AND ACCOUNTS RECEIVABLE
December 31,
March 31, 2018 2017 March 31, 2017
Notes receivable
Notes receivableoperating $ 70,886 $ 70,321 $ 68,298

Less: Allowance for doubtful accounts - - -

$ 70,886 $ 70,321 $ 68,298

Accounts receivable (aluding other noncurrent
assets and related parties)

At amortized cost

Gross carrying amount $ 8,279,647 $ 8,965,990 $ 7,535,049
Less: Allowance for doubtful accounts (772,079 (952,244 (926,808
Less: Unrealized interest income (3,133 (3,373 -

7,504,439 $ 8,010,373 $ 6,608,241

At the end of the reporting period, accounts receivable from sales with payment by installments of the
Group were as follows:

December 31,

March 31, 2018 2017 March 31, 2017
Gross amounts of accounts receivable $ 61,695 $ 64,068 $ -
Unrealized interest income (3,133 (3,373 -
$ 58,562 $ 60,695 $ -

Accounts receivable expected to beaeered over one year are classified as noncurrent assets. The above
accounts receivable are expected to be recovered before 2024.

Accounts Receivable

For the three months ended March 31, 2018

The Groupds average cr e desis30goedb dagsdand the maverage ereds @eliod
for telecommunications services is 30 to 60 days.

In order to minimize credit risk, the management of the Company has delegated a team responsible fc
determining credit limits, credit approvals and otimamitoring procedures to ensure that follap action

is taken to recover overdue debts. In addition, the Group reviews the recoverable amount of account
receivable at the end of the reporting period to ensure that adequate allowance is made fer possib
i rrecoverabl e amount s. In this regard, t he mai
reduced.
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The Group applies the simplified approach to provisions for expected credit losses prescribed by IFRS 9
which permits the use of a lifete expected losses provision for all accounts receivable. The expected
credit losses on accounts receivable are estimated using a provision matrix by reference to past defat
experience with the debtor and aosition adustddyosthegenerdl t
economic conditions of the industry in which the debtor operates and an assessment of both the current .
we |l | as the forecasted direction of economic coc
credit los experience does not show significantly different loss patterns for different customer segments,
the provision for losses based on the past due status of receivables is not further distinguished according
di fferent segments of the Groupbs customer base

The Group recognizes an allowance for doubtful accounts of 100% when there is information indicating
that a debtor is experiencing severe financial difficulty and there is no realistic prospect of recovery of the
receivable, e.g. when the debtor hasrbplaced under liquidation or when the account receivable is over
120 days past due, whichever occurs earlier. For accounts receivable that have been written off, the Grol
continues to engage in enforcement activity to attempt to recover the recethablesWhere recoveries

are made, these are recognized in profit or loss.

The Groupos expected credit | oss rate of rec
0.05%5.00% and 7.09%.00%, respectively.

The following table details the loss allowanc o f accounts receivable ba
matrix.

March31, 2018

Overdue Overdue
Less than 60 Days
Not Overdue 60 Days or More Total
Gross carrying amount $ 7,370,950 $ 357,261 $ 548,303 $ 8,276,514
Loss albwance (lifetime ECLS) (345,426 (48,859 (377,79} (772,079
Amortized cost $ 7,025524 $ 308,403 $ 170,512 $ 7,504,439

The movements of the loss allowance of accounts receivable were as follows:

For the Three
Months Ended
March 31, 2018

Balance at January 1, 2018 per IAS 39 $ 952,244
Adjustment on initial application of IFRS 9 -
Balance at January 1, 2018 per IFRS 9 952,244
Add: Amounts recovered 81,633
Add: Net remeasement of loss allowance (89,397
Less: Amounts written off (172,405
Balance at March 31, 2018 $ 772,075
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12.

For the three months ended March 31, 2017

The Group applied the same credit policy in 2018 and 2017. When decidimgdkerability of accounts
receivable, the Group considers any change in the credit quality from the date credit was initially granted uj
to the end of the reporting period. The Group has recognized an allowance for doubtful accounts of 1009
against allreceivables past due beyond 120 days because historical experience has been that receivabl
that are past due beyond 120 days are not recoverable. Allowance for doubtful accounts is recognize
against accounts receivable past due for 120 days or moee basestimated irrecoverable amounts
determined by reference to past default experience with the counterparty and the analysis of its currer
financial position.

The aging of receivables was as follows:

December 31,

2017 March 31, 2017
Not ovadue $ 7,353,888 $ 6,193,445
Overdue
0-60 days 414,342 303,365
61 days or more 242,143 111,431

$ 8,010,373 $ 6,608,241
The above aging schedule was based on the past duataytbe end of credit terms
The Goup does not have accounts receivable with the aging being past due but not impaired.

Movements of the allowance for doubtful accounts were as follows:

Individually Collectively
Assessed for Assessed for
Impairment Impairment Total
Balanceat January 1, 2017 $ 1,554 $ 898,023 $ 899,577
Add: Accounts recovered during the period - 59,217 59,217
Add: Impairment losses/bad debts (reversec (40 123,915 123,875
Less: Amounts written off during the period i
uncollectable (326 (155,535 (155,861}
Balance at March 31, 2017 $ 1,188 $ 925,620 $ 926,808
INVENTORIES
December 31,
March 31, 2018 2017 March 31, 2017
Cellular phone equipment and accessories $ 3,806,262 $ 4,180,175 $ 2,649,466
Others 661,632 596,372 392,890

$ 4,467,894 $ 4,776,547 $ 3,042,356

Costs of inventories sold were $7,669,891 thousand and $6,156,029 thousand, respectively, for the thre
months endeilarch 31, 2018 and 2017.
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The inventory writedowns (recognized) reversed amounting to $(11,907) thousand and $672 thousand
were included in the cost of sales for the three months ended March 31, 2018 and 2017, respectively.

. SUBSIDIARIES

Entities Included in the Consolidated Financial Statements

Intercompany relationships and percentages of ownership are shown as follows:

Percentage of Ownership (%)

Investor March 31, Decembe 31, March 31,
Company Investee Company Main Businesses and Products 2018 2017 2017 Note
Far EasTone NCIC Type |, Il telecommunications services 100.00 100.00 100.00
ARCOA Sales of communications products and 61.63 61.63 61.63
office equipment
KGEx.com Type Il telecommunicatios services 99.99 99.99 99.99
YSDT (former name Electronic information providing services 86.41 86.41 89.54
was Hiiir Inc.)
Yuan Cing Call center services 100.00 100.00 100.00
FEIS Investment 100.00 100.00 100.00
Omusic Electronic information providing services 50.00 50.00 50.00
Qware Type Il telecommunications services 81.63 81.46 81.46
FEIS FETI Computer software, data processing and 41.67 41.67 41.67
network information providing services
NCIC ISSDU Security and monitoring service via Interr 100.00 100.00 100.00
DU (Cayman) Investment 100.00 100.00 100.00
New Diligent Investment 100.00 100.00 100.00
YSDT (former name Electronic information providingervices 2.40 2.40 -
was Hiiir Inc.)
New Diligent  FEND Investment 100.00 100.00 100.00
Sino Lead Telecommunications services 100.00 100.00 100.00
New Diligent Hong  Investment 100.00 100.00 -
Kong Company
Ltd.
FEND FETI Computer softwarejata processing and 58.33 58.33 58.33
network information providing services
FENCIT Electronic information providing services - 89.56 89.56 Dissolved on
February 9, 2018
with the approval
of the local
government
FETI FENCIT Electronic infomation providing services - 0.96 0.96 Dissolved on
February 9, 2018
with the approval
of the local
government
DU (Cayman) DUIT Design, research, installment and 100.00 100.00 100.00
maintenance of computer software anc
system
ARCOA DataExpres Sale of communications products 70.00 70.00 70.00
DataExpress  Linkwell Sale of communications products 100.00 100.00 100.00
Home Master Sale of communications products 100.00 100.00 100.00

I n order to si mplemtstyctutelare to@GtegraiepMiedessinetwork services and mobile
virtual net work services, Far EasToneds board o
proceed with a cash merger with Qware. Far EasTone will become the survivinghgangaQware will

merge into Far EasTone. The total cash merger consideration is preliminarily set at $397 thousand. Th
record date of the merger is targeted as on June 30, 2018.

Except f or NCI C6s and ARCOAO6s f ienmomhs enaldd Martcha81, e me
2018 and 2017, all the financial statements of investees were unreviewed.
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14. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD
Investments in Associates

December 31,
March 31, 2018 2017 March 31, 2017
Material associate
Far Eastern Electronic Toll Collection Co.,L $ 828,687 $ 816,685 $ 671,998

Associates that are not individually material 370,950 388,330 212,226
1,199,637 1,205,015 884,224

Credit balance on carrying valuekinvestments
accounted for using equity method reclassif
to other liabilities - - 101,031

$ 1,199,637 $ 1,205,015 $ 985255

Material associates:

Interests and the Voting Rights
March 31, December 31, March 31,

Company Nature of Business Main Place 2018 2017 2017
Far Eastern Electronic Toll Electronic information Taiwan 39.42% 39.42% 39.42%
Collection Co., Ltd. services

Far Eastern Electronic Toll Collection Co., Ltd. (FETC)

The usageate of electronic toll collection (ETC) services had not reached the requirement stated in the
contract of the Electronic Toll Collection BOT Project (ETC Project) as of June 30, 2011. Thus, Far
Eastern Electronic Toll Collection Co., Ltd. (FETC) filedbavsuit against Taiwan Area National Freeway
Bureau (TANFB), and the Supreme Court remanded this case to the Taipei District Court Civil Division in
September 2015. FETC had accrued the related penalties.

FETC failed to complete the taximeter systemasfructure within a specified period under the ETC
Project requirements. The Taipei District Court Civil Division pronounced on May 20, 2016 that FETC
should pay the compensation for breach of contract to TANFB. FETC had filed an appeal on May 31,
2016 and accrued related penalties.

The financial statements used as bases for calculating the carrying values of equity method investments al
equity in the Groupb6s profits and | osses and ot

15. PROPERTY, PLANT AND EQUIPMENT

Operating Computer Leasehold Miscellaneous Construction-in-
Freehold Land Building Equipment Equipment Office Equipment Improvements Equipment progress Total
Cost

Balance at January 1, 20.  $ 5,250,776 $ 7,910,971 $ 85,211,653 $ 14,628,610 $ 1,230,249 $  4,645579 $ 1,405,201 $ 2,623,257 $ 122,906,296

Additions 972 11,655 1,123 165 1,185 14,590 1,179,316 1,209,006
Disposals - (623) (2,082,629 (13,620 (2,602) (16,070) (31,062 (7,714) (2,154,319
Adjustments and

reclassification - 42,287 1,083,942 169,580 1,552 22,604 18,073 (1,338,039

Balance at March 31,201  $ 5,250,776 $ 7,953,607 $ 84,224,622 $ 14,785,693 $ 1229364 $ 4,653,298 $ 1,406,802 $ 2,456,821 $ 121,960,983

Accumulated depreciatior
and impairment

Balance at January 1, 20:  $ (95,894) $ (3,905,177 $ (53,948,462 $ (12,499,179 $ (1,224,069 $ (3,863,839 $ (1,135,980 $ - $ (76,672,589
Depreciation expense - (58,361) (2,063379) (315,683 (7,236) (83,001) (34,314) - (2,561,979
Disposals - 623 2,001,119 13,601 2,541 7,784 25,096 - 2,050,764
Adjustments and

reclassification - - - - (48) - 48

Balance at March 31,201 $ (95,894 $_ (3,962,919 $ (54,010,723 $ (12,801,259 $ (1228807  $ (3939059 $ (1145150 & - $ (77,183,799

Carrying amont at

January 1, 2018 $ 5,154,882 $ 4,005,794 $ 31,263,191 $ 2,129,436 $ 6,185 $ 781,741 $ 269,221 $ 2,623,257 $ 46,233,707
Carrying amount at
March 31, 2018 $ 5,154,882 $ 3,990,692 $ 30,213,900 $ 1,984,437 $ 557 $ 714,243 $ 261,652 $ 2,456,821 $ 44,777,184
(Continued)
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16.

Operating Computer Leasehold Miscellaneous Construction-in-
Freehold Land Building Equipment Equipment Office Equipment Improvements Equipment progress Total

Cost
Balance at January 1, 20 $ 5,320,000 $ 7,881,263 $ 127,746,451 $ 15,005,139 $ 1,230,856 $ 4,636,458 $ 1,556,502 $ 2,112,641 $ 165,489,310
Additions - 351 8,026 749 281 4,403 4,638 1,452,375 1,470,823
Disposals (846) (295,292) (20,540 (1,263) (9,062) (17,562) (7,049) (351,614)
Effect of foreign currency

exchange difference ) (142) (18) (30) (192)
Adjustments and

reclassification 27,716 1,933,759 165,640 10,368 28,313 40,402 (2,200,564 5,634
Balance at March 31,201  $ 5,320,000 $ 7,908,484 $ 129,392,942 $ 15,150,846 $ 1,240,224 $ 4,660,082 $ 1,583,980 $ 1,357,403 $ 166,613,961
Accumulated depreciatior

and impairment
Balance at January 1, 20:  $ (96,557) $ (3,677,699 $ (93,153,289 $ (12,648,310 $ (1,208,474 $ (3,562,139 $ (1,293,282 $ $ (115,639,739
Depreciation expense - (61,611) (1,950,978 (295,699 (8,936) (98,855) (31399) (2,447,478
Disposals 846 122,676 19,295 1,097 7,290 16,210 167,414
Effect of foreign currency

exchange difference - - 2 100 10 29 - - 141
Adjustments and

reclassification (5.666) 87 - - (5.579)
Balance at March 31, 201 $ (96,557) $ (3,738,464 $ (94,987,249 $ (12,924,619 $ (1,216,303 $ (3,653,583 $ (1,308,479 $ $ (117,925,249
Carrying amount at

March 31, 2017 $ 5223443 $ 4,170,020 $ 34,405,694 $ 2,226,232 $ 23,921 $ 1,006,499 $ 275,509 $ 1,357,403 $ 48,688,721

(Concluded)

The following useful liveof property, plant and equipment are
the straighdine method:

used in the calculation of depreciation by

Buildings
Main buildings 41-55 year:
Other building equipment 3-18 year:
Operating equipment 2-25 year:
Computer equipment 3-10 year:
Office equipment 3-10 year:
Leasehold improvements 2-11 year:
Miscellaneous equipment 2-10 year:
INVESTMENT PROPERTIES
Balance at March 31, 2018 and December 31, 2017 $ 1,082,453
Balance at March 31, 2017 $ 1,041,406

The lease termsf investments properties were6lyears. The rights of lease term extension contain
clauses for market rental reviews. The lessee does not have a bargain purchase option to acquire t
investment property at the expiry of the lease period.

The future rmimum lease payments of noncancellable operating lease commitments are as follows:

December 31,

March 31, 2018 2017 March 31, 2017
No later than 1 year $ 23,765 $ 24,745 $ 25,595
Later than 1 year and not later than 5 years 59571 64,141 57,124
Later than 5 years 800 1,486 3,544
$ 84,136 $ 90,372 $ 86,263

The fair value of investment properties measured at fair value on a recurring basis were as follows:

December 31,

March 31, 2018 2017 March 31, 2017
Independent valuation $ 1,082,453 $ 1,082,453 $ 1,041,406
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The fair value of the investment properties as of December 31, 2017 and 2016 was based on the valuatio
carried out at January 2, 2018 and January 17, 2@%pectively, by independent qualified professional
valuators, Ms. Chu€hun Hu and Mr. Chio Tsai from DTZ, Cushman & Wakefield, member of
certified ROC real estate appraisers

In consultation with the appraisers, the Group determined that theafa@s reported as of December 31,
2017 and 2016 were still valid as of March 31, 2018 and 2017, respectively.

The fair value of investment properties was measured using the income approach. The significan
assumptions used are stated below. An increasstimated future net cash inflows or a decrease in
discount rates would result in an increase in the fair value.

December 31,

March 31, 2018 2017 March 31, 2017
Expected future cash inflows $ 1,756,230 $ 1,756,230 $ 1,685,023
Expected future cash outflows (52,861 (52,861 (48,939
Expected future cash inflows, net $ 1,703,369 $ 1,703,369 $ 1,636,087
Discount rate 2.00%2.235% 2.009%2.235%  1.845%2.33%

The market rentals in the aredere the investment properties are located were between $1 thousand and
$18 thousand per ping per month (i.e. 1 ping = 3.3 square meters). The market rentals for comparabl
properties were between $1 thousand and $15 thousand per ping per month.

All of the investment properties have been leased out under operating leases. The rental income general
for the three months ended March 31, 2018 and 2017 were $6,436 thousand and $6,272 thousan
respectively.

The expected future cash inflows generated lwestment properties referred to rental income, interest
income on rental deposits, and loss on vacancy rate of space and disposal value. The rental income w
extrapolated using the comparative market rentals covering 10 years, excludimghtcend todow

values, taking into account the annual rental growth rate, loss on vacancy rate of space was extrapolate
using the vacancy rates of the neighboring stores and factories, the interest income on rental deposits w
extrapolated using 1.04%, the interegte announced by the central bank for the-year average deposit
interest rate of five major banks, and the disposal value was determined using the direct capitalizatiol
method under the income approach. The expected future cash outflows on investperty included
expenditures such as land value taxes, house taxes, insurance premium, management fee, maintenal
costs, replacement allowance and depreciation. These expenditure were extrapolated on the basis of t
current level of expenditures, ial into account the future adjustment to the governraenbunced land

value and the tax rate promulgated under the House Tax Act.

The discount rate was determined by reference to the local same class product, a reasonable rental incol
level and the skhg price of investment properties taking into consideration the liquidity, potential risk,
appreciation and the complexity of management; in addition, the discount rate should not be lower than th
interest rate for twayear time deposits of Chunghwa PE®., Ltd. plus 0.75%.
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17. INTANGIBLE ASSETS

Computer Other Intangible
Concessions Goodwill Software Assets Total

Cost
Balance at January 1, 2018  $ 57,129,000 $ 10,883,789 $ 17,173,627 $ 871,368 $ 86,057,784
Additions - - 211,648 - 211,648
Disposals - (57,615 (396,862 (132,641 (587,118
Balance at March 31, 2018 $ 57,129,000 $10,826,174 $ 16,988,413 $ 738,727 $ 85,682,34
Accumulated amortization

and impairment
Balance at January 1, 2018  $(15,308,49) $ (74,889 $(14,040,823 $ (524,213 $(29,948,413
Amortization (783,064 - (202,888 (10,882 (996,634
Disposals - 57,615 396,294 132,641 586,550
Balance at March 31, 2018 $(16,091,55% $ (17,273 $(13,847,41Y $ (402,253 $(30,358,497
Carrying amount at

January 12018 $41,820,510 $ 10,808,901 $ 3,132,804 $ 347,156 $ 56,109,371
Carrying amount at

March 31, 2018 $ 41,037,446 $ 10,808,901 $ 3,140,996 $ 336474 $ 55,323,817
Cost
Balance at January 2017 $ 50,614,000 $ 10,883,789 $ 16,304,182 $ 1,180,722 $ 78,982,693
Additions - - 222,005 - 222,005
Disposals - - (45,959 (3,939 (49,893
Adjustments and

reclassification - - - (5,752 (5,752
Balance at March 31, 2017 $ 50,614,000 $10,883,789 $ 16,480,229 $ 1,171,036 $ 79,149,054
Accumulated amortization

and impairment
Balance at January 1, 2017  $(12,230,469 $ (74,889 $(13,438,40% $ (780,470 $(26,524,23%
Amortization (755,946 - (189,427% (13,569 (958,941
Disposals - - 45,906 3,934 49,840
Adjustments and

reclassification - - - 5,697 5,697
Balance at March 31, 2017 $(12,986,41% $ (74,889 $(13,581,93) $ (784,403 $(27,427,64)
Carrying amount at

March 31, 2017 $ 37,627,585 $ 10,808,901 $ 2,898,299 $ 386,629 $51,721,414

The following useful lives are used in the calculation of amortization on a sthaighasis:

Concessions
Computer software
Other intangible assets

14 to 17.75 yeal
4 to 6 year
2to 15.5 year

Refer to Note 16 ofhte consolidated financial statement for the year ended December 31, 2017 for the
related information of goodwiill.
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18. OTHER NONCURRENT ASSETS

Refundable deposits
Others

19. BORROWINGS

a. Shorttermborrowings

Unsecured bank loans

Credit loans
Credit loans interest rate

b. Shortterm bills payable

Commercial paper payable
Less: Unamortized discount

Interest rate

c. Longterm borrowings

Unsecured bank loans

Credit loans

Longterm commercial paper payables

March 31, 2018

$ 749,983
66,924

$ 816,907

March 31, 2018

$ 440,000

December 31,

2017 March 31, 2017
$ 699,385 $ 687,346
69,054 39,304
$ 768,439 $ 726,650

December 31,

2017 March 31, 2017
$ 864,000 $ 2,499,000

1.11%1.80%

0.76%1.80% 0.68%1.80%

December 31,

March 31, 2018 2017 March 31, 2017
$ 310,000 $ 300,0® $ 2,850,000
191 319 1,600
$ 309,809 $ 299681 $ 2,848,400

1.15%1.50%

Less: Unamortized discount on commerc

paper
Less: Curent portion

Long-term borrowings

Credit loans interest rate

Commercial paper payables interest rate

1.15%1.17% 0.598%1.188%

December 31,

March 31, 2018 2017 March 31, 2017
$ 2,500,000 $ 10,100,000 $ 2,500,000
- - 400,000
- - 203
2,500,000 2,500,000 -
$ - $ 7600000 $ 2,899,797
1.13% 0.72%1.13% 1.13%
- - 1.0063%
1.0460%
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20.

21.

1) The crediloans are payable in New Taiwan dollars. The repayment of the principal will be made
once when itbés due with interest payment. L
facilities, and the maturity dates of the loans are based on teadas thhe contracts. The loans are
all repayable by December 2019.

2) The longterm commercial paper payables are treated as revolving credit facilities under contracts.
The last repayment date is in December 2018. Thetkrng commercial paper payaisl were
repaid in advance in 2017.

BONDS PAYABLE

December 31,

March 31, 2018 2017 March 31, 2017

4th unsecured domestic bonds $ 4,997,052 $ 4,996,723 $ 4,995,735
5th unsecured domestic bonds 3,999,218 3,998,855 4,997,519
6th unsecured domestic bonds 3,198,432 3,198,205 8,395,913
2016 1st unsecured domestic bonds 5,193,690 5,193,271 5,192,013
2017 1st unsecured domestic bonds 4,494,066 4,493,701 -
2017 2nd unsecured domestimds 1,996,739 1,996,612 -
2017 3rd unsecured domestic bonds 2,995,191 2,994,986 -
26,874,388 26,872,353 23,581,180

Less: Current portion 6,499,061 6,498,533 6,198,144
$ 20,375,327 $ 20,333,820 $ 17,383,036

On January 5, 2017, Far EasTone issuedfitee five-year unsecured domestic bonds of 2016, with a
aggregate principal amount of $5,200,000 thousand and a par value of $10,000 thousand and a coupt
interest rate of 1.17%, with spte interest due annually. Repayment will be made in full at maturity.

Far EasTone had no issuance or repayment of the bonds during the three months ended March 31, 2018.

On April 30, 2018, the Taipei E x ¢ h aissgaace af php fisb v e ¢
unsecured domestic bonds of 2018 on May 7, 2018, with an aggregate principal amount of $5,000,00¢
thousand and a par value of $10,000 thousand. The bonds includgddivMeonds and sewgear bonds,

with principal amounts of $1,50@0 thousand and $3,500,000 thousand and coupon interest rates of
0.85% and 1.01%, respectively, with the simple interest due annually. Repayment will be made in full at
maturity.

OTHER LIABILITIES

December 31,

March 31, 2018 2017 March 31, 2017
Current
Other payables
Commission $ 1,774,241 $ 2,008,639 $ 2,372,887
Salary and bonus 742,165 1,313,784 810,794
Acquisition of properties 681,145 991,207 868,400
(Continued)
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December 31,

March 31, 2018 2017 March 31, 2017
Empl oyeesd compensat
directors $ 196,736 $ 368,299 $ 208,018
Other 2,668,200 2,849,101 2,834,257

$ 6,062,487 $ 7,531,030 $ 7,094,356
Noncurrent
Deferred revenue

Cable and lease line service fees $ - $ 185,766 $ 187,220
(Concluded)

Cable and lease line service fees previously recognized in deferred revenue under IAS 18 were classified
contract liabilties - noncurrent under IFRS 15. As of March 31, 2018, cable and lease line service fees
were $226,799 thousand.

. PROVISIONS

December 31,

March 31, 2018 2017 March 31, 2017
Current
Dismantling obligation $ 136,639 $ 134,571 $ 114,241
Product warranty 95,954 92,965 102,727
$ 232,593 $ 227,536 $ 216,968

Noncurrent
Dismantling obligation $ 888,258 $ 887,441 $ 863,795

Dismantling Product

Obligation Warranty
Balance at January 1, 2018 $ 1,022,012 $ 92,965
Additional provisions recognized 15,608 8,307
Reductions arising from payments (12,723 (5,319
Balance at March 31, 2018 $ 1,024,897 $ 95,954
Balance at January 1, 2017 $ 975,571 $ 103,937
Additional provisions recognized 9,860 10,083
Reductions arising from payments (7,395 (11,293
Balance at March 31, 2017 $ 978,036 $ 102,727
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23. RETIREMENT BENEFIT PLAN S

For defined benefit plans, employee benefit expenses as of and for the three months ended March 31, 20
and 2017 were calculated as $5,269 thousand and $5,479 thousand by the actuarially determined pensi
cost discount rate as of December 31, 201728, respectively.

24. EQUITY

a. Share capital

1) Common stock

2)

December 31,

March 31, 2018 2017 March 31, 2017
Stock authorized (in thousands) 4,200,000 4,200,000 4,200,000
Capital authorized $ 42,000,000 $ 42,000,000 $ 42,000,000
Issued and fully paid stock (in thousant 3,258,501 3,258,501 3,258,501
Issued capital $ 32,585,008 $ 32,585,008 $ 32,585,008

Issued common stock, which have a par value of NT$10, are entitled to one vote panshar
right to dividend.

Global depositary receipts

Far EasTonebds gl obal depositary receipts (GD
Equivalent
GDRs Common Stock
(In Thousand (In Thousand
Units) Shares)
Initial offering a) 10,000 150,000
Converted from overseas unsecured convertible bor b) 165 2,473
Net decrease due to capital increase or capital reduc c) (362 (5,429
Reissued within authorized units d) 24,828 372420
GDRs transferred to common stock (34,210 (513,145
Outstanding GDRs issued 421 6,322
ay On June 1, 2004, the Securities and Future
sell to foreign investors 150,000ttm@a nd s hares of Far EasToneods
10,000 thousand wunits of GDRs. One GDR

b)

common stock. The issuance of the GDRs was completed on June 17, 2004 and the GDR:
were traded and listed on theXambourg Stock Exchange with a price of US$13.219 per unit.

On July 20, 2004, the SFB approved Far Eas
form of GDRs amounting to US$114,500 thousand to be used for the conversion of overseas
convertible bods. As of March 31, 2018, there had been 165 thousand units of GDRs issued
for the conversion of overseas unsecured convertible bonds representing 2,473 thousanc
common stock.
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c) In 2003, Far EasTone issued 296 thousand units of GDRs as a resultpaabiocrease from
capital surplus and retained earnings. The GDRs represent 4,448 thousand common share:
Furthermore, in 2008, Far EasTone canceled 658 thousand units of GDRs as a result of its
capital reduction. These GDRs represent 9,874 thousanthon stock.

d) Under the terms of the GDR offering, following the completion of an offering to the extent that
previously issued GDRs have been withdrawn, GDig8seance is allowed up to the aggregate
amount previously approved by the SFB. Thus, aMafch 31, 2018, Far EasTone had
reissued 24,828 thousand units of GDRs representing 372,420 thousand common stock.

The owners of GDRs have the same rights as holders of common stock, except that the GDF
owners should exercise, through a depositary ttosapany, the following beneficial interests
subject to the terms of the Depositary Agreements and the relevant ROC laws and regulations:
a) Exercise voting rights;
b) Convert the GDRs into common stocks; and
c) Receive dividends and exercise preemptights or other rights and interests.
b. Capital surplus
December 31,
March 31, 2018 2017 March 31, 2017
May be used to offset a deficit, distributed

cash dividends or transferred to
capital stock*

Stock issuance in excesspar value $ - $ - $ 1,684,493
From business combinations 8,143,345 8,143,345 8,482,381

May be used to offset a deficit only

Share of changes in equities of associates 6 - -

$ 8,143351 $ 8,143,345 $ 10,166,874

* Such capital surplus may be used to offset a deficit; in addition, when Far EasTone has no deficit
such capital surplus may be distributed as cash dividends or may be transferred to capital stock onc
ayearwithinacéerai n percentage of Far EasToneds capi

c. Retained earnings and dividend policy

Under the dividend policy as set forth in the Articles, where Far EasTone made profit in a fiscal year,
the profit shall be first utilized for paying taxes, ofts®j losses in previous years, setting aside as legal
reserve 10% of the remaining profit, setting aside or reversing special reserve in accordance with th
laws and regulations, and then any remaining profit together with any undistributed retainegsearnin

shall be used by Far EasToneds board of direc
shoul d be resol ved i n t he stockhol der so me e t
stockholders. For the policies on distribution of ejpbbe s 6 compensati on an
directors, refer to Note 26, d. on employeesbd

At least 50% of the balance of net income less accumulated deficit, legal reserve and special reserv
should be appropriatecs alividends. The cash dividends should be at least 50% of total dividends
declared. The adjustment of this percentage may be approved by the stockholders depending on tt
cash requirement for any significant future capital expenditures or plans to eriprancial structure.
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Legal reserve may be used to offset a deficit. If Far EasTone has no deficit and the legal reserve
exceeds 25% of -ik@pital,Eha exdessnmaybe trapsherradl to capital or distributed in
cash.

Under Rule No. 1010®865 and Rule No. 1030006415 issued by the FSC and the directive titled
AfQuestions and Answers for Speci al ResefFav e s
EasToneshould appropriate or reverse a special reserve.

Except for norROC resident stockitders, all stockholders receiving the dividends are allowed a tax
credit equal to their proportionate share of the income tax paid by Far EasTone.

The appropriations of earnings for 2017 and 2016 have been proposed by the board of directors o
February2 3 , 2018 and approved in the stockhol der s
follows:

Appropriation of Earnings Dividends Per Share (NT$)
For the Year Ended For the Year Ended
December 31 December 31
2017 2016 2017 2016
Legal reserve $ 1,082,290 $ 1,134,683
Special reserve (157,139 13,560
Cash dividends 9,896,067 10,195,849 $3.037 $3.129

In addition to distributing cash dividends at NT$3.037 and NT$3.129 per share from tpeopniaped
earnings, the board of directors and stockholders resolved and approved to distribute cash of $2,323,3:
thousand and $2,023,529 thousand, respectively, from the-atwioned additional paith capital-

stock issuance in excess of par vadug from business combinations at NT$0.713 and NT$0.621 per
shar e, respectivel y. Therefore, Far EasTone
received NT$3.75 per share in 2018 and 2017, respectively.

The appropriation of earnings for 20afe subject to the resolution of thedh ol der s 6 meet
held on June 14, 2018.

. Other equity items

Other adjustment for the three months ended March 31, 2018 and 2017 are summarized as follows:

Unrealized
Gains and
Losses on
Unrealized Financial
Exchange Gains and Assets at Fair Unrealized
Differences on Losses on Value through Gains and Gains and
Translating Available-for- Other Losses on Losses on
Foreign sale Financial ~Comprehen Cash Flow Heading
Operations Assets sive Income Hedge Instruments Total
For the three months ended
March 31, 2018
Beginning balance (IAS 39) $ 4122 $ - $ - $ 14,010 $ - $ 18,132
Effects of retrospective
application in IFRS 9 - - (11,733 (14,010 14,010 (11,733
Beginning balance (IFRS 9) 4,122 - (11,733 - 14,010 6,399
Recorded as adjustments to
stockholders 783 - 5,969 - - 6,752
Share of other comprehensivi
income ofassociates - - - - (10,235 (10,239
Ending balance $ 4,905 $ - $ (5,769 $ - $ 3,775 $ 2916

(Continued)
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Unrealized

Gains and
Losses on
Unrealized Financial
Exchange Gains and Assets at Fair Unrealized
Differences on Losses on Value through Gains and Gains and
Translating Available-for- Other Losses on Losses on
Foreign sale Financial Comprehen Cash Flow Heading
Operations Assets sive Income Hedge Instruments Total
For the three months ended
March 31, 2017
Beginning balance $ 4,638 $ (45,879 $ - $ (92,245 $ - $(133,479
Recorded as adjustments to
stockhol ders (1,843 (8,096 - (696 - (10,639
Recorded as profit or loss - - 17,639 - 17,639
Share of other comprehensivi
income of associates 32 - - 18,631 - 18,663
Ending balance $ 2827 $ (53,969 $ - $ (56,67)) $ - $(107,812
(Concluded)
e. Noncontrolling interests
For the Three Months Ended
March 31
2018 2017
Beginning balance $ 687,801 $ 716,583
Attributable to noncontrolling interests
Share of profit 4,470 7,409
Exchange differences on translating foreign operations 7 84
Remittance of cash due to liquidation of subsidiary (360 -
Ending balance $ 691,918 $ 724,076
25. REVENUE
For the Three Months Ended
March 31
2018 2017
Contract revenue
Sales of inventories $ 7,136,815 $ 4,991,784
Telecommunications service revenue 13,195,626 16,093,757
20,332,441 21,085,541
Other operating revenue 1,334,119 1,394,846

$ 21,666,560 $ 22,480,387

a. Contract information

Refer to Note 4 d. 5) for information on revenue recognition for contracts.
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b. Contract balances
March 31, 2018

Contract assets

Bundle sale of goods $ 5,683,069
Less: Allowancedr impairment loss (152,707%
$ 5,530,362
Contract assetscurrent $ 3,698,728
Contract assetsnoncurrent 1,831,634
$ 5,530,362

Contract liabilities
Goods $ 626,833
Services 2,325,943
$ 2952776
Contract liabilities- current $ 2,725,977
Contract liabilities- noncurrent 226,799
$ 2,952,776

For details of notes receivable and accounts receivable, refer to Note 11.

For the three months ended March 31, 2018, the chamgestract asset and contract liability balances

primarily resulted from the timing difference

respective customerds payment . Except for th
c. Assets related to contract costs

March 31, 2018

Noncurrent
Incremental costs of obtaining a contract $ 1,525,025

The Group considered its past experience and believes the commission and subsidies paid for obtainir
contracts are wholly mverable. Amortization recognized in the three months ended March 31, 2018
is $460,482 thousand.

d. Disaggregation of revenue

Refer to Note 36 for information about the disaggregation of revenue.
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26. CONSOLIDATED NET INCOME

a. Finance costs

Interest on financial liabilities measured at amortized cost
Interest expense on bank loans and commercial paper

Other finance costs

. Depreciation and amortization

Property, plant and equipment
Intangible assets

Depreciation expense categorized by function
Operating costs
Operating expenses

Amortization expense categorized by function
Operating costs
Marketing expenses
General and administrative expenses

Employee benefits expense

Retirement benefits
Defined contribution plans
Defined benefit plans

Other employee benefits
Salary
Insurance
Other
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For the Three Months Ended

March 31
2018 2017
$ 88,973 $ 81,768
12,148 17,586
5,856 8,624
$ 106,977 $ 107,978

For the Three Months Ended

March 31

2018 2017
$ 2,561,974 $ 2,447,478
213,570 202,995
$ 2775544 $ 2,650,473
$ 2,267,166 $ 2,151,746
294,808 295,732
$ 2,561,974 $ 2,447,478
$ 73,395 $ 72,109
32,459 32,005
107,716 98,881
$ 213570 $ 202,995

For the Three Months Ended

March 31

2018 2017
$ 63,533 $ 80,493
5269 5479
68,802 85,972
1,471,733 1,527,888
137,999 138,965
89,761 85,982
1,699,493 1,752,835
$ 1,768,295 $ 1,838,807

(Continued)




For the Three Months Ended

March 31
2018 2017
Categorized by function
Operating costs $ 307,921 $ 306,139
Operating expnses 1,460,374 1,532,668
$ 1,768,295 $ 1,838,807
(Concluded)

.Empl oyeesdé compensation and remuneration of di

Far EasTone decides the distribution of empl o)
ratesof 1%¢ o 2% and no higher than 1%, respectivel
compensation and remuneration of directors. For the three months ended March 31, 2018 and 201
t he empl oyeesb®o compensation and ed B% and ©.@2%n e r :
respectively, of the foregoing basis.

The accrued empl oyeesd compensation and remune
31, 2018 and 2017 were as follows:

For the Three Months Ended

March 31
2018 2017
Emppbyeesd compensation $ 62,205 $ 68,303
Remuneration of directors $ 22,394 $ 24,589

If there is a change in the proposed amounts after the annual consolidated financial statements wel
authorized for issue, the differences are recorded asrmetin accounting estimate.

The appropriations of e mp | o yd diredbors oo 20p7eands 2016i o n
resolved by the board of directors on February 23, 2018 and February 15, 2017, respectively, are state
below:

For the Years Endal December 31

2017 2016
Cash Stocks CashBonus Stock Bonus
Empl oyeesod6 co $ 261,539 $ - $ 262,208 $ -
Remuneration of directors 94,154 - 94,395 -

There was no difference betwettie amounts oftn e mpl oyees 6 compensafti on
directors resolved by the board of directaral the respective amounts recognized in the consolidated
financial statements for the years ended December 31, 2017 and 2016.

I nformati on on seampiloony eeersd rceomrmpreenr ati on of dir

board of directors during 2018 and 2017 are available on the Market Observation Post System websit
of the Taiwan Stock Exchange.
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27. INCOME TAX

a.

Income tax recognized in profit or loss
The major components of tax expense were as follows:

For the Three Months Ended

March 31
2018 2017
Current tax $ 416,790 $ 550,656
Deferred tax 216,948 52,543
Income tax expense recognized in profit or loss $ 633,738 $ 603,199

The Income Tax Act in the ROC was amended in 2018 and the corporate income tax rate was adjuste
from 17% to 20% effective in 2018. The effect of the change in tax rate on deferred tax expense to b
recognized in profit or loss is recoged in full in the period in which the change in tax rate occurs.

In addition, the rate of the corporate surtax applicable to 2018 unappropriated earnings will be reduce
from 10% to 5%.

Income tax expense recognized in other comprehensive income

For the Three Months Ended

March 31
2018 2017
Deferred tax
In respect of the current period
Unrealized gains and losses on availdblesale financial
assets $ - $ 1,658
Fair value changes of hedging instruments for fash
hedges - (3.47)
Income tax recognized in other comprehensive income $ - $ (1,813

Income tax assessments
Income tax returns through 2015 of Far EasTone had been assessed by the tax authorities.

Income tax returns throhg2010 of KG Telecom (dissolved due to the merger with Far EasTone on
January 1, 2010) had been assessed by the tax authorities. However, Far EasTone disagreed with 1
tax authoritiesd6 assessment of its I#dabdforthead 2
reexamination of these returns. Nevertheless, Far EasTone accrued the related tax.

Income tax return through 2014 of NCIC has been assessed and cleared by the tax authoritie
However, NCI C disagr eed ventbofiits 2018eandt2@L4 retarmu dndh thus i t
applied for administrative remedies. Nevertheless, NCIC accrued the related tax. Income tax returr
through 2015 of ARCOA, Data Express, and Simple Infocomm had been assessed and cleared by tt
tax authorities. loome tax return through 2016 of-ware Com., ISSDU, Omusic, KGEx.com,
Linkwell, YSDT, Yuan Cing, New Diligent and Home Master had been assessed and cleared by the ta
authorities.

-46-



28. EARNINGS PER SHARE

The earnings and weighted average number of cawstack used in the calculation of basic earnings per
share are as follows:

Net Income for the Period
For the Three Months Ended

March 31
2018 2017

Net income for the period attributable to Far EasTone $ 2,453,198 $ 2,836,246
Effectof dilutive potential common stock:

Empl oyeesd compensation - -
Earnings used in the calculation of diluted earnings per share $ 2,453,198 $ 2,836,246
Weighted Average Number of Common Stock Outstanding

(In Thousand Shares)

For the Three Months Ended

March 31
2018 2017

Weighted average number of common stock used in the calcule

of basic earnings per share 3,258,501 3,258,501
Effect of potentially dilutive common stock:

Empl oyeesd compensation 2,936 2,766
Weighted average number of common stock used in the calcule

of diluted earnings per share 3,261,437 3,261,267

Since Far EasTone offered to settle compensation paid to employees in cash or stock, Far EasTone assun
the entire amount of the compensation would be settled in stock and the resulting potential stock were
included in the weighted average number of common stock outstanding used in the calculation of dilutec
earnings per share, if the effect was dilutive. Slitthive effect of the potential stock was included in the
calculation of diluted earnings per share until the number of stock to be distributed to employees is resolve
in the following year.

29. OPERATING LEASE ARRANGEMENTS
a. The Group as lessee
Operating leases relate to leases of buildings, cell sites and office space with lease terms of between

and 15 years. All operating lease contracts over 5 years contain clausegefaor harket rental
reviews.
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The future minimum lease payments of raamcellable operating lease commitments were as follows:

December 31,

March 31, 2018 2017 March 31, 2017
Not later than 1 year $ 3,170,447 $ 3,179,189 $ 3,193,487
Later than 1 year and not later than 5 year 5,262,916 5,246,941 5,109,536
Later than 5 years 35,180 36,457 103,966

$ 8,468,543 $ 8,462,157 $ 8,406,989

The lease payments recognized as expenses were as follows:

For the Three Months Ended

March 31
2018 2017
Minimum lease payments $ 966,578 $ 959,888

b. TheGroup as lessor
Operating leases relate to the investment properties owned by the Group with lease terms; refer t
Note 16.
30. FINANCIAL INSTRUMENTS
a. Fair value of financial instruments that @@ measured at fair value

1) Except as detailed in the following table, the Group considers that the carrying amounts of financial
assets and financial liabilities recognized in the consolidated financial statements approximate thei

fair values.
March 31, 2018 December 31, 2017 March 31, 2017
Carrying Carrying Carrying
Amount Fair Value Amount Fair Value Amount Fair Value

Financial assets
Refundable deposit  $ 762,445 % 760,634 % 712,567 % 711,260 $ 687,346 $ 685,215
Financial liabilities

Bonds payable 26,874,388 27,085,572 26,872,353 27,105,492 23,581,180 23,739,536
2) Fair value hierarchy

March 31, 2018

Level 1 Level 2 Level 3 Total
Financial assets
Refundable deposits $ - 8 - $ 760634 $ 760,634
Financial liabilities
Bonds payable $ 27,085572 $ - $ - $ 27,085,572
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December 312017

Level 1 Level 2 Level 3 Total
Financial assets
Refundable deposits $ - $ - $ 711260 $ 711,260
Financial liabilities
Bonds payable $ 27,105,492 $ - $ - $ 27,105492
March 31, 2017

Level 1 Level 2 Level 3 Total
Financial assets
Refundable deposits $ - $ - $ 685215 $ 685,215
Financial liabilities
Bonds payable $ 23,739,536 $ - $ - $ 23,739,536

The fair value of the financial assets included in the Level 3 category above have been determine
in accordance with discounted cash flow approach based on average discount rate of commercic
papers.

b. Fair value of financial insiments that are measured at fair value on a recurring basis

1) Fair value hierarchy

March 31, 2018

Level 1 Level 2 Level 3 Total

Financial assets at fair value throug

profit or loss
Overseas funds $ - $ 575507 $ - $ 575,507
Financial assets for hedging
Fair value hedgesforeign exchange

swap contracts $ - $ - $ 103 $ 1,035
Financial assets measured at

fair value through other

comprehensivencome
Domestic unlisted common stock $ - $ - $ 257544 $ 257,544
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2)

December 31, 2017

Level 1 Level 2 Level 3 Total
Financial assets at fair value throug
profit or loss
Overseasufnds $ - $ 595,200 $ - $ 595,200
Derivative financial assets for hedg
Fair value hedgesforeign exchange
swap contracts $ - $ - $ 1700 $ 1,700
March 31, 2017
Level 1 Level 2 Level 3 Total
Available-for-sale financial assets
Overseas funds $ - $588378 $ - $ 588,378
Derivative financial assets for hedg
Cash flow hedgesforeign exchange
swap contracts $ - $ - $ 9488 $ 9488
Derivative financial liabilities for
hedging
Cash flow hedgesforward exchange
contracts $ - $ - $ 56,144 $ 56,144

There were no transfers of financial assets and liabilities betimert 1 and Level 2 for the three
months ended March 31, 2018 and 2017.

Reconciliation of Level 3 fair value measurements of financial instruments
For the Three Months Ended

March 31, 2018
Financial Assets

Measuredat
Fair Value
Hedging Through Other
Financial Comprehensive
Instruments Income
Beginning balance $ 1,700 $251,575
Recognized in profit or loss (included in other gains and
losses) (665 -
Recognized in other comprehensive income - 5,969
Endingbalance $ 1,035 $257,544
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For the Three
Months Ended
March 31, 2017

Hedging

Derivative

Financial
Instruments

Beginning balance $ (45,699
Recognized in profit or loss (included in other gains and losses) 21,252
Recognized imther comprehensive income (22,214
Ending balance $ (46,659
3) Valuation techniques and inputs used for Level 2 fair value measurement
Financial Instrument Valuation Technigues and Inputs

Overseas funds Valuation based on the faialues of a portfolio of funds,

calculated through each subfund by fair value net of tr
management and operating expenses for the subfund.

4) Valuation techniques and inputs used for Level 3 fair value measurement

Financial Instrument Valuation Techniques and Inputs

Domestic unlisted common stock a) Assetbased approach. Valuation based on the fair
value of an investee, calculated through each investr
of the investee using the income approach, market
approach or a combination of the two agamhes, while
also taking the liquidity premium into consideration.

b) Transaction method of market approach. The appr¢
is a valuation strategy that looks at market ratios of
companies with similar profitability at the end of the
reporting period, wié taking the liquidity premium intc
consideration.

Forward exchange contracts Cash flow is discounted. Future cash flows are estimat
based on observable forward exchange rates at the er
the reporting period and contract forward rates are
disoounted at a rate that reflect the credit risk of variou
counterparties.

Foreign exchange swap contracts Cash flow is discounted. Future cash flows are estimat
based on observable spot exchange rates at the end ¢
reporting period and contragites, discounted at a 0%
rate; the counterparties
contract terms indicate a low credit risk of counterparti
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c. Financial instruments

December 31,

March 31, 2018 2017 March 31, 2017

Financial assets
Derivative financial assets for hedging $ - $ 1,700 $ 9,488
Financial assets for hedging 1,035 - -
Loans and receivables (Note 1) - 20,684,670 20,330,901
Financial assets at fair value through profit

loss 575,507 595,200 -
Available-for-sale financial assets (Note 2) - 263,308 851,686
Financial assets at amortized cost (Note 3 16,469,511 - -
Financial assets at fair value through othel

comprehensive income 257,544 - -
Financial liabilities
Derivative financial liabilities for hedging - - 56,144
Measured at amortized cost (Note 4) 42,464,910 53,014,548 44,848,979

Note 1: The balances included the carrying amioaf cash and cash equivalents, debt investments
with no active market, notes receivable, accounts receivable (including related parties), other
receivables (including related parties), refundable deposits, other financial assets and loans
and receivablesmeasured at amortized cost.

Note 2: The balance included the carrying amount of availfdnesale financial assets measured at
cost.

Note 3: The balances included the carrying amount of cash and cash equivalents, debt investments
notes receivable, acants receivable (including related parties), other receivables (including
related parties), refundable deposits, and other financial asdath were measured at
amortized cost.

Note 4: The balances included the carrying amourghafrtterm borrowingsshortterm bills payable,
notes payable, accounts payable (including related parties), other payables (including relatec
parties), longerm borrowings (including current portion), financial lease payables, bonds
payable (including current portion), agdarantee deposits received, which were measured at
amortized cost.

d. Financial risk management objectives and policies

The Groupbs major financi al instruments inclu
accounts payable, bonds payable bnolr r o wi ngs . The Groupbs Corpo
services to the business, coordinates access to domestic and international financial markets, monito
and manages the financial risks relating to the operations of the Group through insérmeports

which analyze exposures by degree and magnitude of risks. These risks include currency risk, intere:
rate risk, credit risk and liquidity risk. In order to reduce financial risk, the Group is committed to
identify, assess and avoid theutceri nty of mar ket and reduce the
financial performance potential downside effects.
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The Group seeks to minimize the effects of these risks by using derivative financial instruments to
hedge risk exposures. The use offimc i a | derivatives is governed
by the board of directors, which provide written principles managing on foreign exchange risk, interest
rate risk, credit risk, the use of financial derivatives and nonderivative finandialntents, and the
investment of excess liquidity. The compliance with policies and exposure limits are reviewed by the
internal auditors on a continuous basis. The Group did not enter into or trade financial instruments,
including derivative financial struments, for speculative purposes.

The Corporate Treasury function is reviewed b
related rules and internal control system. The Group should implement the overall financial
management objective as wab observe the levels of delegated authority and ensure that those with
delegated authority carry out their duties.

1) Market risk

The Groupbs activities expose it primarily
exchange rates (see Nd# below) and interest rates (see Note (b) below). The Grauages

the risk of changes in the foreign currency exchange through forward exchange contracts anc
foreign exchange swap contracts.

a) Foreign currency risk
The Group undertakes transactioasd expected future purchase denominated in foreign
currencies; consequently, the exposures to exchange rate fluctuations arise. Exchange rat
exposures are managed through forward exchange contracts and foreign exchange swa
contracts.

Sensitivity analsis

The Group was mainly exposed to U.S. dollar and Euro.

The following table details the Groupds se
Taiwan dollar (NTD) against the U.S. dollar and EUR. The 5% sensitivity rate is used when
reporting breign currency risk internally to key management personnel, and it represents
management 6s basis for assessing the reasot
reasonableness. The sensitivity analysis includes only outstanding foreigncgusren
denominated monetary items, for which their translation at period end is adjusted for a 5%
change in foreign currency rates. The positive number shown in the currency impact table
below indicates an increase in profit or equity where the NTD strength5% against the U.S.
dollar and Euro. For a 5% weakening of the NTD against U.S. dollar and Euro, shown by the
negative amount below, there was a decrease in profit or equity.

Impact
For the Three Months Ended
March 31
2018 2017
Profit or loss
usD $ (30,629 $(13,566
EUR $ (173 $ (99
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Hedge accounting

For the three months ended March 31, 2018

The Group used foreign exchange swap contracts to manage its exposure to the exchange gail
or losses of identifietbreign currencydenominated assets.

The following tables summarize the information relating to the hedges of foreign currency risk.

March 31, 2018

Change in
Value Used
for
Calculating
Notional Line ltem in Carrying Amount Hedge
Hedging Instruments Currency Amount Maturity Forward Rate  Balance Shee Asset Liability Ineffectiveness
Fair value hedge
Foreign exchange sw; USS$to NT$ US$10,000 2018.4.16 $29.114/ Financial $ 1,035 $ R $
contracts thousand 2018.5.29 29.169 assets
(liabilities)
for hedging
Accumulated
Amount of Fair
Value Hedge
Adjustments for
Hedged Iterms
Accumulated Change in Value  That Have Ceasec
Amount of Fair Value Used for to Be Adjusted for
Carrying Amount Hedge Adjustments Calculating Hedge Hedging Gains
Hedged Items Asset Liability Asset Liability Ineffectiveness And Losses
Fair value hedge
Overseas mutual funds $ 287,754 $ - $ (8,250) $ - $ - $

The Group invested in overseas mutual funds, whose fair value are exposed to the changes ¢
net asset value and exchange rates. Thus, the Group used foreign exchange swap contracts
manage the risk due to foreign exchange rate fluctuations.

December 312017

The hedging policy for foreign currency risk is the same in 2018 and December 2017 which
used the following hedging instruments.

December 31,

2017
Derivative financial assets under hedge accountaugrent
Fair value hedgesforeign exchange swap contracts $ 1,700

These contracts were negotiated in accordance with contracts on hedged items. The
outstanding contracts of the Group at December 31, 2017 were as follow:

Contract
Maturity Amount (In
Currency Date/Period Thousands)
December 31, 2017
Foreign exchange swap contract:  US$to NT$ 2018.02.26 US$ 10,000
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The foreign exchange swap contracts were used to manage the exposure to foreign currenc
exchange rate fluctuations. The gains relatefbreign exchange swap contracts were $1,700
thousand for the year ended December 31, 2017. The losses related to the hedged items due
the fluctuations of foreign currency exchange rates were $1,700 thousand for the year endec
December 31, 2017.

Forthe three months ended March 31, 2017

The Group used foreign exchange swap contracts to hedge against adverse cash flow fluctuatio
on its foreign currencdenominated assets. Those foreign exchange swap contracts were
designated as cash flow hedge® @roup also signed foreign exchange forward contracts to
avoid exchange rate exposure to expected future purchase transactions. Those foreigt
exchange forward contracts were designated as cash flow hedges. The hedging instrument
used by the Group wesss follow:

March 31, 2017

Financial assetscurrent

Cash flow hedge
Foreign exchange swap contracts $ 9,488

Financial liabilities- current

Cash flow hedge

Forward exchange contracts $ 56,144
These contracts wereegotiated in accordance with the contracts on the hedged items. The
outstanding contracts of the Group at the end of the reporting period were as follows:

Contract
Amount (In
Currency  Maturity Date/Period Thousands)

March 31, 2017

Forward exchange contracts NT$to EUR 2017.04.25017.10.2¢ EUR 21,000
Foreign exchange swap contrac US$to NT$ 2017.04.12017.05.1¢ US$ 20,000

For the three months ended March 31, 2017, expected future trading exposures on the abov
contracts, amounting to $16,942 thousand, were recognized in other comprehensive income
The expected cash flows occur when the hedge target is sold or expected future purchast
transactions take place, and such cash flows will be reclassified from tqpitit or loss.

For the three months ended March 31, 2017, gains and losses of hedging instruments
reclassified from equity to profit or loss were included in the following line items in the
consolidated statements of comprehensive income:

For the Three

Months Ended

March 31, 2017

Other gains and losses $(21,252
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b) Interest rate risk

The Group is exposed to interest rate risk because entities in the Group borrow loans at bott
fixed and floating interest rates. To manage this rigkGhoup maintains an appropriate mix
of fixed and floating rate borrowings.

The carrying amount of the Groupds financi
interest rates at the end of the reporting period were as follows:

December 31,

March 31, 2018 2017 March 31, 2017
Fair value risk
Financial assets $ 5,309,626 $ 5,252,519 $ 11,254,709
Financial liabilities 30,738,860 36,794,604 30,435,926
Cash flow risk
Financial assets 3,487,256 7,269,264 2,206,889
Financial liabilities 40,000 2,000,000 2,038,674

Sensitivity analysis

The sensitivtvanal ysi s descri bed b e éxposurewcarderest eatesefa o |
financial assets and financial liabilitieg the end of the reporting period. An increase or
decrease of 25 basis points is used when reporting interest rate risk internally to key
management personnel and represents manage
change in interest rates. For fir@ncial assets and financial liabilities with fixed interest rate,
their fair value will change as the market interest rates chartg®. thefinancial assets and
financial liabilities with floating interest rate, their effective interest rates wilhgbaas the
market interest rates change.

Had interest rates been 25 basis points higher/lower and all other variables been held constan
the income before income tax for the three months ended March 31, 2018 and 2017 would have
increased (decreased) bg,$55 thousand and $105 thousand, respectively, which would have
been mainly affected by bank deposits and borrowings with floating interest rates.

Other price risks

The Group is exposed to equity price risks involving equity investments in beneficial
certificates and domestic unlisted common stockhe Group managed the risk by holding a
portfolio of investments with different risk. In addition, the Group has appointed a special
team to monitor the price risk and will consider hedging the risk expahould need arise.

Sensitivity analysis

Thefollowing sensitivityanalysis wadased on the exposure to equity price risks at the end of
the reporting period.

If equity prices had been 5% higher/lower,-pae profit for the three months ended Ma@h

2018 would have increased/decreased by $28,775 thousand as a result of the changes in fa
value of financial assets at FVTPL, and the-gase other comprehensive income for the three
months ended March 31, 2018 would have increased/decreased by7#hd@sand, as a result

of the changes in fair value of financial assets at FVTOCI.

If equity prices had been 5% higher/lower, the-tapeother comprehensive income for the three

months ended March 31, 2017 would have increased/decreased by $29,4a8dlasua result
of the changes in fair value of availalite-sale investments.
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2)

3)

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations, resulting
in financial loss to the Group. As at the endtohe reporting period,
exposure to credit risk which will cause a financial loss to the Group due to failure of counterparties
to discharge an obligation and due to the financial guarantees provided by the Group could arise
from the carying amount of the respective recognized financial assets as stated in the consolidated
balance sheets.

The Group has a policy of dealing only with creditworthy counterparties. The credit line of those
counterpartiesvere granted through credit analysésd investigation based on the information
supplied by independent rating agencies. The counterparties transaction type, financial positior
and collateral are also taken into consideration. All credit lines have expiration dateseand
subject to reexamation before any granting of extensions.

The Group did transaction with a large number of unrelated customers, and, thus, no concentratiol
of credit risk was observed.

Liquidity risk

The Group manages liquidity risk by monitoring and maintaininggeveel of cash and cash
equi valent s deemed adequate to finance the
fluctuations in cash flows. In addition, management monitors the utilization of bank borrowings
and ensures compliance with loan covenants.

The Group relies on bank borrowings as a sig
overdraft and bank loan facilities amounted #i1,$33,975thousand, $27,156,792 thousand and
$47,602,550 thousand as of March 31, 2018, December 31, 20Maactd 31, 2017, respectively.

The table below summarizes the maturity pro
undiscounted contractual payments but did not include the financial liabilities with carrying
amounts that approximated contractcash flows:

Contractual More than 5
Book Value Cash Flows  Within 1 Year 1-5 Years Years
March 31, 2018
Shortterm borrowings $ 440,000 $ 441,997 $ 441,997 $ - $ -
Shortterm bills payable 309809 310,000 310,000 - -
Long-term borrowings 2,500,000 2,521,129 2,521,129 - -
Bonds payable 26,874,388 28,060,555 6,847,750 16,126,180 5,086,625

$30,124,197 $31,333,681 $10,120,876 $16,126,180 $ 5,086,625

December 31, 2017

Shortterm borrowings $ 864,000 $ 866,963 $ 866,963 $ - $ -
Shortterm bills payable 299,681 300,000 300,000 - -
Long-term lorrowings 10,100,000 10,246,970 2,587,455 7,659,515 -
Bonds payable 26,872,353 28,121,395 6,847,750 16,187,020 5,086,625

$38,136,034 $39,535,328 $10,602,168 $23,846,535 $ 5,086,625
(Continued)
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Contractual More than 5
Book Value Cash Flows  Within 1 Year 1-5 Years Years
March 31, 2017
Shortterm borrowings $ 2,499,000 $ 2,503,145 $ 2,503,145 $ - $
Shortterm bills payable 2,848,400 2,850,000 2,850,000 -
Longterm borrowings 2,899,797 2,949,302 28,250 2,921,052

Bonds payable 23,581,180 24,462,420 6,521,740 17,940,680

$31,828,377 $32,764,87 $11,903,135 $20861,732 $ -
(Concluded)

31. TRANSACTIONS WITH RELATED PARTIES
Balances and transactions betwdear EasTone and its subsidiaries, which are related parties of Far
EasTone, have been eliminated on consolidation and adisatiised in this note. Details of transactions
between the Group and other related parties are disclosed below.
a. The Groupds related parties and their relation

Related Party Relationship with the Group

Far Eastern New Century Corporati¢giENC) Ultimate parent company

Far Eastern Electronic Toll Collection Co., Ltd. (FETC Subsidiaries of FENC

Ding Ding Integrated Marketing Service Co., Ltd. Subsidiaries of FENC

Far Eastern Electronic Commerce Co., Ltd. Subsidiaries of FENC (dissad after
merging with YSDT on August 1, 201

Other related parties (equitgethod
investee of subsidiary of FENC)

Telecommunication and Transportation Foundation Ot her r el ated part

donation § over one third of the
foundationés fund

Far Eastern Apparel Co., Ltd. Subsidiaries of FENC

Far Cheng Human Resources Consultant Corp. (FCF Subsidiaries of FENC

Far Eastern Resource Development Co., Ltd. (FERD) Subsidiaries of FENC

Pacific Sog Department Stores Co., Ltd. (SOGO) Other related parties (same chairman as
parent companyds)

Subsidiary of SOGO

Other related parties (same chairman as
parent companyds)

Other related parties (same chairman as
parent company&6s)

Far Eastern International Leasing Corp.

Far Eastern Big City Shopping Malls Co., Ltd.
Far Eastern Citysuper Co., Ltd.

Ya Tung Department Store Co., Ltd.

Fu Dar Transportation Corporation
Fu-Ming Transportation Co., Ltd.

YDT Technology International Co., Ltd.
Nan Hwa Cement Corporation

Ya Tung Ready Mixed Concrete Co., Ltd.

Oriental Securities Corporation Ltd.
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Other related parties (same chairman as
parent companyds)
Other related parties (same cinaan as
parent company&6s)
Subsidiaries of FENC
Other related parties (same chairman as
parent companyo6s)
Other related parties (same chairman as
parent companyds)
Other related parties (Equityethod
investee of FENC)
(Continued)



Related Party

Relationship with the Group

Yuan Ding Co., Ltd.
Far Eastern Department Stores Co., Ltd.

Asia Cement Co., Ltd.

Oriental Union Chemical Corporation
Far Eastern Ai Mai CO., bt (Ai Mai)
Far Eastern Hospital

Oriental Institute of Technology

Far Eastern Plazdotel
YuanZe University

U-Ming Marine Transport Corporation
Chiahui Power Corporation

Far Eastern Medical Foundation

Far Eastern International Bank (FEIB)

Far Eastern Construction Co.dLt

Fu Kwok Garment Manufacturing Co., Ltd.
Oriental Petrochemical (Taiwan) Co., Ltd.
Air Liquide Far Eastern Co., Ltd.

Far Easteriiseneral Contractor Inc.

Oriental Resources Development Limited
Far Eastern Fibertech Co., Ltd.

Far Eastern Realty Management Co., Ltd.
Ding & Ding Management Caultant Co., Ltd.
Yuan Hsin Digital Payment Co., Ltd.
Alliance Digital Technology Co., Ltd.

Far Eastern Memorial Foundation

OPAS Fund Segregated Portfolio Company
Far Eastern Polyclinic of Far Eastern Medical Founda
FETC International Co., Ltd.

Far Eastern Polytex (Vietnam) Ltd.

U-Ming Marine Transport (Hong Kong) Ltd.

U-Ming Marine Transport (Singapore) Pte. Ltd.
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Subsidiaries of FENC

Other related parties (same chairman as
EasTonebs)

Other related parties (same chairman as
EasToneds)

Other related parties (same chairman as
EasTonebs)

Other related parties (same chairman as
EasTonebs)

Other related parties (same chairman as
EasToneds)

Other related parties (same chairman as
EasTonebs)

Subsidiaries of FENC

Other related parties (same chairman as
EasTonebs)

Other related parties (same chairman as
EasToneds)

Other related parties (same thaan as Fa
EasTonebs)

Other related parties (same chairman as
EasToneds)

Ot her rel ated p
chairman is FE

Subsidiaries of FENC

Subsidiaries of FENC

Subsidiaries of FENC

Other related parties (Equityethod
investee of FENC)

Subsidiaries of FENC

Subsidiaries of FENC

Subsidiaries of FENC

Subsidiaries of FENC

Other related parties (Equitpethod
investee of FENC)

Subsidiaries of FENC

Associate

Other related parties (same chairmaifrai
EasTonebs)

Other related parties (substantive relate:
party)

Other related parties (same chairman as
EasToneds)

Subsdiaries of FENC

Subsidiaries of FENC

Other related parties (substantive relate:

party)
Other related parties (substantive rethat

party)

a
I

o

r
B

(Concluded)



b. Operating revenue

For the Three Months Ended

March 31
2018 2017
FENC $ 8,889 $ 15,834
Subsidiaries of FENC 47,610 89,693
Other related parties 52,605 55,262
$ 109,104 $ 160,78

Operating revenues from related parties include revenue from sales of inventories, telecommunication
services, leased circuit, storage services and customer services, of which the terms and conditior
conformed to normal business practice.

c. Operathg costs and expenses

For the Three Months Ended

March 31
2018 2017
Costs of telecommunications services
Subsidiaries of FENC $ 13,208 $ 540
Other related parties 13,754 227
$ 26,962 $ 767
Rental (induding in operating costs)
FENC $ 340 $ 377
Subsidiaries of FENC 2,064 2,197
Other related parties 5,102 5,383
$ 7,506 $ 7957
Rental (including in operating expenses)
FENC $ 741 $ 719
Subsidiaies of FENC 14,962 14,967
Other related parties 26,765 23,041
$ 42,468 $ 38,727
Marketing expenses
Subsidiaries of FENC $ 8,700 $ 8,333
Other related parties 3.079 2,123
$ 11,779 $ 10,456
Service fees
FENC $ 144 $ 19
Subsidiaries of FENC
FCHRC 37,883 35,285
Other related parties 40 39
$ 38,067 $ 35,343
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For the Three Months Ended

March 31
2018 2017
Other expenses
FENC $ 31,374 $ 33,683
Subsidiaries of FENC 789 1,649
Other related parties 2,148 13,683

$ 34,311 $ 49,015

The above companies provide telecommunications services to the Group. The terms and condition
conformedto normal business practice.

All the terms and conditions of the above rental contracts conformed to normal business practice.
. Property transactions

For the Three Months Ended

March 31
2018 2017
Acquisition of property, plant and equignt
Subsidiaries of FENC
FERD $ 382,678 $ -
Other - 366

$ 382,678 $ 366

With the need for the expansion of space for network equipment, the board of directors of NCIC (Far
EasTonebds 100% own eodMay4d,R&L7 that MOICywill purchasepary o te land
from FERD, which is located in the Taipei Far Eastern Telecom park, so as to build a new integratec
building which will be utilized as an office and internet data center. The acquisition pricesfor th
aforesaid land amounting to $1,749,577 thousand was determined through price negotiations based ¢
appraisal reports issued by independent qualified professional appraisers. The down payment and tt
second installment totaling to $1,420,072 thousandevpaid as of March 31, 2018, with $382,678
thousand paid during the three months ended March 31, 2018.

. Bank deposits, financial assets at amortized cost, debt investments with no active market and othe
financial assets

December 31,

March 31, 2018 2017 March 31, 2017
Other related parties
FEIB $ 4,165,259 $ 8,628,732 $ 4,406,528
The Group had bank deposits in FEIB. These d

prepaid cards and Ncdlidaads,svhidh evereocbnsignedtteREIB ad a trash a
fund and included in other financial assetsirrent.
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f. Financial assets for hedgingurrent

December 31,
March 31, 2018 2017 March 31, 2017

Other related parties
FEIB $ 1,035 $ - $ -

NCIC entered into foreign exchange swap contracts with FEIB to hedge against the exchange gains ¢
losses of its foreign curren@enominated assets. The notional amounts were US$10,000 thousand as
of March 31, 2018. Related experes were treated as finance costs.

g. Derivative financial assets for hedgingurrent

December 31,

March 31, 2018 2017 March 31, 2017
Other related parties
FEIB $ - $ 1,700 $ 9,488

NCIC entered into foreign exchange swamttacts with FEIB to hedge against cash flow fluctuation

on its foreign currencgenominated assets. The notional amounts were US$10,000 thousand and
US$20,000 thousand as of December 31, 2017 and March 31, 2017, respectively. Related expens
were treged as finance costs.

h. Receivables and payableselated parties

December 31,

March 31, 2018 2017 March 31, 2017
Accounts receivablerelated parties
FENC $ 3,626 $ 4,600 $ 8,047
Subsidiaries of FENC 37,906 37,29 46,663
Other related parties 138,818 210,020 108,893

$ 180,350 $ 251910 $ 163,603

Other receivablesrelated parties (included
other current assets)
Subsidiaries of FENC

FETC $ 3,298 $ 5,239 $ 3,602
Others 44 137 143
3,342 5,376 3,745

Other related parties
Ai Mai 8,265 10,288 -
FEIB 10,742 8,237 7,858
19,007 18,525 7,858

$ 22,349 $ 23,901 $ 11,603

Accounts payablerelated parties (included
in accounts payable)

Subsidiaries of FENC $ 5,437 $ 1,156 $ 697
Other related parties 7,504 5,160 1,533

$ 12,941 $ 6,316 $ 2,230
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December 31,

March 31, 2018 2017 March 31, 2017
Other payablesrelated parties (included in
other current liabilities)
FENC $ 31,401 $ 33,712 $ 36,642
Subsidiaries of FENC 88,808 84,887 79,200
Other related parties 6,743 9,626 6,428

$ 126,952 $ 128,225 $ 122,270

Refundable deposits

December 31,

March 31, 2018 2017 March 31, 2017
Subsidiaries of FENC $ 64,879 $ 74,360 $ 65,609
Other related parties 1,466 1,466 1,496

$ 66,345 $ 75,826 $ 67,105

Others

For the Three Months Ended

March 31
2018 2017
Interest income
Subsidiaries of FENC $ 6 $ 9
Other related parties
FEIB 8,192 6,184
Others 9 6
_ 8,201 __ 6,190

$ 8,207 $ 6,199

Rental income
Subsidiaries of FENC $ 64 $ 72

Finance costs
Other related parties $ 1845 $ 2010

All the terms and conditions of the above rental contracts confawnmsatmal business practice.
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k. Compensation of key management personnel

The remuneration of directors and other members of key management personnel during the thre
months ended March 31, 2018 and 2017 were as follows:

For the Three Months Ended

March 31
2018 2017
Shortterm benefits $ 116,458 $ 119,215
Postemployment benefits 1,009 1,111

$ 117,467 $ 120,326
The remuneration of directors and key management personnel is determined by the remuneratio
commitiee having regard to the performance of individuals and market trends.
32. ASSETS PLEDGED OR MORTGAGED

Assets pledged or mortgaged, i.e., used as collaterals for the purchase of inventory and for transaction wi
financial institutions, litigation and walertaking government projects, were as follows:

December 31,

March 31, 2018 2017 March 31, 2017
Other financial assetscurrent $ 1,776,401 $ 1,764,065 $ 1,759,903
Other noncurrent assets 2,300 2,300 21,291

$ 1,778,701 $ 1,766,365 $ 1,781,194

33. SIGNIFICANT CONTINGENCIES AND UNRECOGNIZED COMMITMENTS

In addition to those disclosed in other notes, significant commitments of the Group as of March 31, 2018
December 31, 2017 and March 31, 20dfe & follows:

a.
December 31,
March 31, 2018 2017 March 31, 2017
Acquisition of property, plant and equipme
under contracts $ 6,399247 $ 7,841,219 $ 4,777,857
Less: Payments for acquisition of proper
plant and equipment 2,672,616 2,809,176 1,536,848

$ 3,726,631 $ 5,032,043 $ 3,241,009

Acquisition of inventories under contracts  $ 12,283,604 $ 14,004,339 $ 8,980,054
Less: Payments for acquisition of
inventories 5,196,348 5,233,512 4,135,917

7,087,256 $ 8,770,827 $ 4,844,137

b. The Group povided a $100,000 thousand bank guarantee for its purchases as of March 31, 2018
December 31, 2017 and March 31, 2017, respectively.
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34. SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES
The following information was aggregated by the foreign currencies other than functional currencies of the
group entities and the exchange rates between foreign currencies and respective functionakowaencie
disclosed. The significant assets and liabilities denominated in foreign currencies were as follows:

(In Thousands, Except Exchange Rate)

March 31, 2018
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Foreign New Taiwan
Currencies Exchange Rate Dollars

Financial assets
Monetary items

uUsD $ 29,716 29.105 $ 864,875

EUR 137 35.87 4,929
Nonmonetary items

uUsD 19,773 29.105 575,507
Financial liabilities
Monetary items

uUsD 8,669 29.105 252,39

EUR 41 35.87 1,465

December 31, 2017
Foreign New Taiwan
Currencies Exchange Rate Dollars

Financial assets
Monetary items

uUsD $ 24,531 29.76 $ 730,041

EUR 119 35.57 4,250
Nonmonetary itms

uUsD 20,000 29.76 595,200
Financial liabilities
Monetary items

uUsD 10,184 29.76 303,089

EUR 42 35.57 1,499



March 31, 2017

Foreign New Taiwan
Currencies Exchange Rate Dollars

Financial assets
Monetary items

uUsD $ 21,216 30.33 $ 643,478

EUR 262 32.43 8,504
Nonmonetary items

uUsD 19,399 30.33 588,378
Financial liabilities
Monetary items

usD 12,270 30.33 372,163

EUR 204 32.43 6,621

The Group is mainly exposed to the U.S. dollar and Euro. The following information is aggregated by the
functional currencies of the group entities, and the exchange rates between refpeatitveal currencies

and the presentation currency. The significant realized and unrealized foreign exchange gains (losse!
were as follows:

For the Three Months Ended March 31

2018 2017
Net Foreign Net Foreign
Foreign Exchange Gain Exchange Gain
Currencies Exchange Rate (Loss) Exchange Rate (Loss)
NTD 1 (NTD:NTD) $ 7,384 1 (NTD:NTD) $ (5,389
RMB 4.611 (RMB:NTD) (1,050 4.529 (RMB:NTD) (430
$ 6,334 $ (5,819

35. SEPARATELY DISCLOSED ITEMS
a. Information about significant transactions and investees
1) Financing provided to others: Schedule A
2) Endorsements/guarantees provided: None

3) Marketable securities held (excluding investment in subsidiaries, associates and jainesyen
Schedule B

4) Marketable securities acquired or disposed of at costs or prices of at least NT$300 million or 20%
of the paidin capital: None

5) Acquisition of individual real estate at costs of at least NT$300 million or 20% of theanpaid
capital: Schedule C

6) Disposal of individual real estate at prices of at least NT$300 million or 20% of thénp=gital:
None
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7) Total purchase from or sale to related parties amounting to at least NT$100 million or 20% of the
paicin capital: $hedule D

8) Receivables from related parties amounting to at least NT$100 million or 20% of tha paid
capital: Schedule E

9) Trading in derivative instruments: Note 30
10) Intercompany relationships and significant intercompany transactionsed@eh-
11)Information on investees: Schedule G
b. Information on investments in mainland China

1) Information on any investee company in mainland China, showing the name, principal business
activities, paidn capital, method of investment, inward daroutward remittance of funds,
ownership percentage, net income of investees, investment income or loss, carrying amount of th
investment at the end of the period, repatriations of investment income, and limit on the amount of
investment in the mainlandnta area: Schedule H

2) Any of the following significant transactions with investee companies in mainland China, either
directly or indirectly through a third party, and their prices, payment terms, and unrealized gains or

losses: Schedule F

a) The anount and percentage of purchases and the balance and percentage of the related payabl
at the end of the period.

b) The amount and percentage of sales and the balance and percentage of the related receivables
the end of the period.

c) The amount of pperty transactions and the amount of the resultant gains or losses.

d) The balance of negotiable instrument endorsements or guarantees or pledges of collateral at th
end of the period and the purposes.

e) The highest balance, the end of period balatite interest rate range, and total current period
interest with respect to financing of funds.

f) Other transactions that have material effect on profit or loss for the period or on the financial
position, such as rendering or receiving of services.
36. SEGMENT INFORMATION
Products and services from which reportable segments derive revenues:
The information provided to the Groupb6s chief o
segments and assess their performance focusesg typthof goods or services delivered or provided. As
required by I FRS 8 fiOperating Segments, o0 the Gr

a. Mobile services business: Providing mobile telecommunications services;

b. Fixedline services busirs: Providing international direct dial, local network, latigtance network
and broadband access services; and

c. Sales business: Selling cellular phones, computers and accessories.
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Segment operating income represented the profit generated by ereting segment, which included
specifically attributable segment revenue, costs, expenses, interest revenue, other revenue, equity
i nvesteesd net | osses, i nterest expense, ot her
profits were the masure reported to the chief operating decision maker to allocate resources to the
segments and assess their performance. However, the measure of segment assets was not provided to
chief operating decision maker.

The Group©bs r ev esnlisanslyzediydthe ogemtingsegmengs were as follows:

For the Three Months Ended March 31, 2018

Mobile Fixed-line Adjustment
Services Services and
Business Business Sales Busines¢  Elimination Consolidation
Revenues generated fincexternal
customers $12,479,788 $ 1,861,014 $ 7,325,758 % - $ 21,666,560
Revenues generated within the Gri
(Note) 101,291 731,461 1,031 (833,783 -
Total revenues $12581,079 $ 2592475 $ 7,326,789 $ (833,783 $ 21,666,560
Segment operating income $ 2560801 $ 471,147 $ 446,069 $ (386,611} $ 3,091,406
For the Three Months Ended March 31, 2017
Mobile Fixed-line Adjustment
Services Services and
Business Business Sales Business  Elimination Consolidation
Revenues generated from external
customers $15,196,022 $ 2,090,150 $ 5,194,215 $ - $ 22,480,387
Revenues generated within the Gri
(Note) 146,654 723,303 1910 (871,867 -
Total revenues $15.342,676 $ 2,813453 $ 5,196,125 $ (871,86F $22,480,387
Segment operating income $ 2832766 $ 534243 $ 512,275 $ (432,430 $ 3,446,854

Note: Reprsents sales between segments.
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FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

FINANCING PROVIDED TO OTHERS
FOR THE THREE MONTHS ENDED MARCH 31, 2018
(In Thousands of New Taiwan Dollars)

SCHEDULE A

of

t

. . . Collateral Financing Limit Aggregate
Financial . Actual Business Reasons for Allowance for : .
. |Highest Balanceg . . Nature of - . for Each Financing
No. Lender Borrower Statement Related Partieg - Ending Balance| Borrowing Interest Rate . . Transaction Short-term Impairment o
for the Period Financing . : Iltem Value Borrower Limits
Account Amount Amounts Financing Loss
(Notes A and B) (Notes A and B
0 |Far EasTone Qware Communications Co., Ltd. |Other receivables Yes $ 250,000 $ 250,000 $ 130,000 | 1.561.58% |Shortterm $ - |For business $ - - $ $ 7,856,067 | $ 39,280,333
Telecommunications Co., Lt related parties financing operations
1 [New Century InfoComm Tech |Qware Communications Co., Ltd. |Other receivables Yes 150,000 150,000 - - Shortterm - |For business - - 8,549,516 12,213,595
Co., Ltd. related parties financing operations
Far EasTone Telecommunications|Other receivables Yes 2,500,000 2,500,000 2,500,000 0.83%  |Transaction 3,084,136 - - - 3,084,136 12,213,595
Co., Ltd. related parties
Far EasTone Telecommunications|Other receivables Yes 7,500,000 7,500,000 6,300,000 0.83%  [Shortterm - |For business - - 8,549,516 12,213,95
Co., Ltd. related parties financing operations
NoteA: The maxi mum total financing provided amount shoul d n o tweddinancalestten®E®@owhidefthe Braount dE finanding previded toreattfinamang shbuldodt x mese td t 0 %r et Fau dEeaedonedsenmket worth
statements.
Note B:  Where New Century InfoComm Tech Co., Ltd. (NCIC) provides loans for business transactions atetrshfanancing needs, the amount of loansrsilit ed t o 50% of NCI Cdés net wort h. A) For busi ness t businessaransactomasnount betWéeetwo n d i

parties.

The business transaction amount referred to the estimated amount of theoyaanoflc ont r ac t

S i

gning or

t he
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FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

MARKETAB LE SECURITIES HELD
MARCH 31, 2018
(In Thousands of New Taiwan Dollars)

SCHEDULE B

March 31, 2018

) o Percentage
Holding Company Name Type and Name of Marketable Securities Rlilatlc_mshlp with the Financial Statement Account Carrying of , Note
olding Company Shares . Fair Value
Amount Ownership
(%)
Far EasTone Telecommunications  |Stocks
Co., Ltd. App Works Fund Il Co., Ltd. - Financial assets at fair value through othe 15,000,000 | $ 155,969 11.11 $ 155,969 Note B
comprehensive incomenoncurrent
CDIB Capital Innovation Accelerator Limite - Financial assets at fair value through othe 4,500,000 45,000 10.71 45,000 Note B
comprehensive incomenoncurrent
ARCOA Communication Co., Ltd. Stock
THI consultants - Financial asets at fair value through other 1,213,594 12,190 18.32 12,190 Note B
comprehensive incomenoncurrent
Web Point Co., Ltd. - Financial assets at fair value through othe 160,627 1,618 0.63 1,618 Note B
comprehensive incomenoncurrent
New Century InfoComm Tech Co., LtdStock
Kaohsiung Rapid Transit Corporation - Financial assets at fair value through othe 8,858,191 38,267 3.18 38,267 Note B
comprehensive incomenoncurrent
Bank Pro Eservice Technology Co. td. - Financial assets at fair value through othe 450,000 4,500 3.33 4,500 Note B
comprehensive incomenoncurrent
Overseas funds
Opas Fund Segregated Portfolio Tranche AOther related party |Financial assets at fair value thgbuprofit or 13,491.781 431,177 - 431,177 Note A
loss- current
Opas Fund Segregated Portfolio Tranche EOther related party |Financial assets at fair value through profi 5,000.000 144,330 - 144,330 Note A

loss- current

Note A The market values of opaand mutual funds were calculated at their net asset values as of March 31, 2018.

Note B: The fair values of financial assets at fair value through other comprehensive income were calculated using inputs@ndetthoals.
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SCHEDULE C

FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

ACQUISITION OF INDIVIDUAL REAL ESTATE AT COSTS OF AT LEAST NT$300 MILLION OR 20% OF THE PAID  -IN CAPITAL
FOR THE THREE MONTHS ENDED MARCH 31, 2018
(In Thousands of New Taiwan Dollars)

Information on Previous Title Transfer If Counterparty Is A
Transaction Payment Related Party - Purpose of Other
Pricing Reference

Buyer Property | Event Date Amount Status Counterparty | Relationship : .| Transaction Acquisition Terms
Property Owner | Relationship Date Amount
New Century InfoComnjLand 201754 | $ 1,749,577($1,420,072 |Far Eastern |Subsidiaries olFar Eastern New|Ultimate paren] 2003.9.2 |FERD was spun [The price approved by |The purmse was tgNone
Tech Co., Ltd. was paid Resource FENC Century company off from FENC| NCIC Board of accommodate

($382,678 Development Corporation with the land Directors was Bangiao offices

was paid in| Co., Ltd. being spiroff determined through thf and provide

2018) asset. price negotiation base spaces for switck
on the valuation repor, room expansion,
issued by professiona
appraisers.
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FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

TOTAL PURCHASE FROM OR SALE TO RELATED PARTIES AMOUNTING TO AT LEAST $100 Ml

FOR THE THREE MONTHS ENDED MARCH 31, 2018
(In Thousands of New Taiwan Dollars)

LLION OR 20% OF THE PAID -IN CAPITAL

SCHEDULE D

Transaction Details

Abnormal Transaction

Notes/Accounts Receivable (Payable)

. . 5 5
Purchaser (Seller) of Goods Related Party Relationship Purchase/Sale Amount 'I'/?)ttgl Payment Terms Unit Price Payment Terms Ending Balance 'I'/?)ttgl
Far EasTone Telecommunications CCARCOA Communication Co., Ltd. Subsidiary Cost of telecommunications services, | $ 1,997,978 15 Based on agreement - - Accounts payable and $ (1,435,357 8)
Ltd. marketing expenses and cofsales other payables
New Century InfoComm Tech Co., Ltd. |Subsidiary Cost of telecommunications services 691,857 7 Based on agreement - - Accounts payable and (765,877 4)
other payables (Note A)
New Century InfoComm Tech Co., L{Far EasTone Telecommunications Co., |Parent company |Operating revenue (691,857 | (26) Based on agreement - - Accounts receivable (Note B) 765,877 44
ARCOA Communication Co., Ltd. |Far EasTone Telecommunications Co., |Parent company |Operating revenue (1,997,978 | (47) Based on agreement - - Accounts receivable 1,435,357 70
Home Master Technology Ltd. Subsidiary of Operating revenue (133,042 3) Based on agreement - - Accounts receivable 92,672 4
DataExpress
Infotech Co.,
Ltd.
DataExpress Infotech Co., Ltd. Home Master Technology Ltd. Subsidiary Operating revenue (122,589 | (10) |[Based on agreement - - Accounts receivab 38,826 10
Home Master Technology Ltd. ARCOA Communication Co., Ltd. Parent company |Operating costs 133,042 46 Based on agreement - - Accounts payable (92,672 (58)
DataExpress Infotech Co., Ltd. Parent company |Operating costs 122,589 42 Based on agreement - - Accounts payable (38,826 | (24)

Note A: All interconnect revenue, costs and collection of international direct dial revenue between Far EasTone and NCIC waresketitedunts and were included in actsypayable related parties.

Note B: Such receivables include the receivables collected by Far EasTone for NCIC.
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SCHEDULE E

FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MIL LION OR 20% OF THE PAID -IN CAPITAL
MARCH 31, 2018
(In Thousands of New Taiwan Dollars)

Overdue RAer;e?i\ngfjsin Allowance for
Company Name Related Party Relationship Ending Balance Turnover Rate Amount Action Taken Subsequent ImpE:)rsrgent
Period

Far EasTone Telecommunications Co., LiNew Century InfoComm Tech Co., Ltd. Subsidiary $ 110,952 (Note A) $ - - $ 94968 | $ -

ARCOA Communication Co., Ltd. Subsidiary 191,160 11.52 - - 152,724 -

Qware CommunicatiaCo., Ltd. Subsidiary 148,622 (Note B) - - 139,291 -

New Century InfoComm Tech Co., Ltd. |Far EasTone Telecommunications Co., Ltd.  |Parent company 9,723,040 (Note C) - - 9,317,073 -

ARCOA Communication Co., Ltd. Far EasTone Telecommunications Co., Ltd.  |Parent company 1,435,357 5.33 - - 712,893 -
NoteA: The turnover rate was unavailable as the recei vabl elyopératiogrexpenditesandtite mpnagementeservicevehargestorNCICn |l y due t o t he ad

Note B: The turnover rate was unavailable as the receivables from related parties were mainly due to financing provided folF@waasbyne.

Note C: All interconnect revenues, cost and collection ¢éiinational direct dial revenues between Far EasTone and NCIC were settled at net amount and were included in acahltsayaiele related parties. The turnover rate was
unavailable as the receivables from related parties were due to (A) #tioallof telecommunications bills by Far EasTone for NCIC, and (B) financing provided by NCIC to Far EasTone.
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FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT TRANSACTIONS
FOR THE THREE M ONTHS ENDED MARCH 31, 2018
(In Thousands of New Taiwan Dollars)

SCHEDULE F

Transaction Details
Number Flow qf % to
(Note A) Company Name Counterparty Tr?ﬁg?:tg;ns Financial Statement Account Amount P?gmnint Aiggtss (;Igde%t::u
(Note C)

0 Far EasTone Telecommunications Co., LtdNew Century InfoComm Tech Co., Ltd. 1 Accounts receivablerelated parties $ 937 Note F -
Other receivablesrelated parties 110,015 Note F -

Refundable deposits 3,517 Note F -

Accounts payable related parties 40,800 Note F -

Other payablesrelated parties 9,682,240 Note F 7

Contract liabilities 7,344 Note F -

Telecommunications service revenue 79,177 Note F -

Cost of telecommunications services 691,857 Note F 3

Operating expense 16,348 Note F -

Nonoperating income and gains 19,562 Note F -

Nonoperating expenses 17,873 Note F -

ARCOA Communication Co., Ltd. 1 Accounts receivablerelated parties 189,834 Note F -
Other receivablesrelated parties 1,326 Note F -

Accounts payablerelated parties 1,383,861 Note F 1

Other payablesrelated parties 51,496 Note F -

Guarantee deposits received 148 Note F -

Contract liabilities 63,390 Note F -

Sales of inventories 55,475 Note F -

Telecommunications service revenue 928 Note F -

Cost of sales 1,854,215 Note F 9

Cost of telecommunications services 11,627 Note F -

Operating expense 138,879 Note F 1

Nonoperating income and gains 362 Note F -

KGEx.com Co., Ltd. 1 Accounts receivablerelated parties 19,072 Note F -
Other receivablesrelated parties 1 Note F -

Refundable deposits 898 Note F -

Other payablesrelated parties 9,678 Note F -

Contract liabilities 63 Note F -

Telecommunications service revenue 18,969 Note F -

Cost of telecommunications services 4,043 Note F -

Operating expense 11,958 Note F -

Nonoperating incomand gains 318 Note F -

(Continued)
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Transaction Details
Number Flow qf % to
(Note A) Company Name Counterparty Tr?ﬁzﬁgté(;ns Financial Statement Account Amount P?é/rrrnesnt ACS:(S)Q; 3I|:I{O(Ia?/t:r?u
(Note C)
YuanCing Co., Ltd. 1 Other receivablesrelated parties $ 3,325 Note F -
Other payablesrelated parties 12,261 Note F -
Operating expense 8,481 Note F -
Nonoperating income and gains 67 Note F -
Qware Communications Co., Ltd. 1 Accounts receivablerelated parties 15,678 Note F -
Other receivablesrelated parties 132,944 Note F -
Accounts payablerelated parties 3,431 Note F -
Telecommunications service revenue 1,257 Note F -
Cost of telecommmications services 10,286 Note F -
Nonoperating income and gains 889 Note F -
DataExpress Infotech Co., Ltd. 1 Accounts receivablerelated parties 9,436 Note F -
Other receivablesrelated parties 2,331 Note F -
Accounts pgable- related parties 1,891 Note F -
Other payablesrelated parties 2,849 Note F -
Sales of inventories 82,913 Note F -
Telecommunications service revenue 108 Note F -
Cost of telecommunications services 1,891 Note F -
Operating expense 3,435 Note F -
Nonoperating income and gains 110 Note F -
Omusic Co., Ltd. 1 Accounts receivablerelated parties 243 Note F -
Accounts payablerelated parties 29,311 Note F -
Telecommunications séce revenue 131 Note F -
Cost of telecommunications services 42,796 Note F -
Gain on disposal of property, plant and 5 Note F -
equipment
Nonoperating income and gains 32 Note F -
Linkwell Tech. Ltd. 1 Other payablesrelatal parties 1,235 Note F -
Telecommunications service revenue 41 Note F -
Operating expense 1,147 Note F -
Home Master Technology Ltd. 1 Other payablesrelated parties 11,195 Note F -
Telecommunications service revenue 11 Note F -
Operating expense 4,923 Note F -
New Diligent Hong Kong Co., Ltd. 1 Accounts payablerelated parties 573 Note F -
Information Security Services Digital United Inc. 1 Accounts receivablerelated parties 91 Note F -
Othe receivables related parties 1,584 Note F -
Accounts payablerelated parties 1,584 Note F -
Other payablesrelated parties 3,016 Note F -
Telecommunications service revenue 260 Note F -
Cost of telecommunications s&®gs 1,787 Note F -
Cost of sales 904 Note F -
Operating expense 2,661 Note F -
Nonoperating income and gains 86 Note F -
(Continued)
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Transaction Details
Number Flow qf % to
(Note A) Company Name Counterparty Tr?ﬁzﬁgté(;ns Financial Statement Account Amount P?é/rrrnesnt ACS:(S)Q; 3I|:I{O(Ia?/t:r?u
(Note C)

Yuanshi Digital Technology Co., Ltd. 1 Accounts receivablerelated parties 42,688 Note F -
Other receivablesrelated parties 3,593 Note F -

Accounts payablerelated parties 8,658 Note F -

Other payablesrelated parties 9,019 Note F -

Sales of inventories 84,587 Note F -

Telecommunications service revenue 1,680 Note F -

Operating expense 562 Note F -

Nonoperating income and gains 178 Note F -

Sino Lead Enterprise Limited 1 Other payablesrelated parties 5,333 Note F -
1 New Century InfoComm Tech Co., Ltd. = |[ARCOA Communication Co., Ltd. 3 Accounts receivablerelated parties 69 Note F -
Accounts payablerelated parties 83 Note F -

Other payablesrelated parties 26 Note F -

Telecommunications service revenue 248 Note F -

Cost of sales 19 Note F -

Cost of telecommunicatns services 70 Note F -

Operating expense 26 Note F -

KGEx.com Co., Ltd. 3 Accounts receivablerelated parties 1,705 Note F -
Accounts payablerelated parties 11,043 Note F -

Other payablesrelated parties 9,451 NoteF -

Telecommunications service revenue 7,860 Note F -

Cost of telecommunications services 21,746 Note F -

Operating expense 3,369 Note F -

Qware Communications Co., Ltd. 3 Other receivablesrelated parties 322 Note F -
Accounts payablerelated parties 1,015 Note F -

Guarantee deposits received 720 Note F -

Telecommunications service revenue 4,351 Note F -

Cost of telecommunications services 2,232 Note F -

Nonoperating income and gains 426 Note F -

Omusic Co., Ltd. 3 Accounts receivablerelated parties 7 Note F -
Other receivablerelated parties 430 Note F -

Contract liabilities 75 Note F -

Telecommunications service revenue 35 Note F -

Nonoperatng income and gains 327 Note F -

Sino Lead Enterprise Limited 3 Accounts payablerelated parties 28,848 Note F -
Refundable deposits 1,170 Note F -

Cost of telecommunications services 27,496 Note F -

Yuan Cing Co., Ltd. 3 Accounts receivablerelated parties 8 Note F -
Accounts payablerelated parties 441 Note F -

Other payablesrelated parties 850 Note F -

Operating expense 1,270 Note F -

(Continued)
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Transaction Details
Number Flow qf % to
(Note A) Company Name Counterparty Tr?ﬁzﬁgté(;ns Financial Statement Account Amount P?é/rrrnesnt ACS:(S)Q; 3I|:I{O(Ia?/t:r?u
(Note C)

Information Security Services Digital United Inc. 3 Accounts receivablerelated partis $ 114 Note F -
Other receivablesrelated parties 1,722 Note F -

Accounts payablerelated parties 15,092 Note F -

Other payablesrelated parties 2,164 Note F -

Contract liabilities 111 Note F -

Guarantee depdsireceived 990 Note F -

Telecommunications service revenue 349 Note F -

Sales of inventories 2,271 Note F -

Cost of sales 4,156 Note F -

Other operating costs 4,675 Note F -

Operating expense 1,724 Note F -

Nonoperating income and gains 1,331 Note F -

Yuanshi Digital Technology Co., Ltd. 3 Accounts receivablerelated parties 1,620 Note F -
Other receivablesrelated parties 1,455 Note F -

Telecommunications service revenue 1,751 Note F -

Sales of inventories 9 Note F -

Nonoperating income and gains 3,322 Note F -

DataExpress Infotech Co., Ltd. 3 Accounts receivablerelated parties 1 Note F -
Other receivablesrelated parties 777 Note F -

Guararee deposits received 588 Note F -

Telecommunications service revenue 575 Note F -

Nonoperating income and gains 876 Note F -

Linkwell Tech. Ltd. 3 Accounts receivablerelated parties 6 Note F -
Telecommunications servicevenue 42 Note F -

Home Master Technology Ltd. 3 Telecommunications service revenue 38 Note F -
2 ARCOA Communication Co., Ltd. KGEx.com Co., Ltd. 3 Other payablesrelated parties 182 Note F -
Operating expense 258 Note F -

Yuan Cing Co., Ltd. 3 Other payablesrelated parties 423 Note F -
Operating expense 401 Note F -

Yuanshi Digital Technology Co., Ltd. 3 Accounts receivablerelated parties 4,181 Note F -
Other payablesrelated parties 12 Note F -

Telecommunications service revenue 2 Note F -

Sales of inventories 8,694 Note F -

Operating expense 22 Note F -

Qware Communications Co., Ltd. 3 Sales of inventories 31 Note F -
DataExpress Infotech Co., Ltd. 3 Accounts receivable related parties 1,964 Note F -
Other receivablesrelated parties 605 Note F -

Accounts payablerelated parties 1,219 Note F -

Other operating revenue 1,274 Note F -

Other operating costs 120 Note F -

Nonoperating income and gains 131 Note F -

(Continued)
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Transaction Details
Number Flow qf % to
(Note A) Company Name Counterparty Tr?ﬁzﬁgté(;ns Financial Statement Account Amount P?é/rrrnesnt ACS:(S)Q; 3I|:I{O(Ia?/t:r?u
(Note C)

Linkwell Tech. Ltd. 3 Accounts receivablerelated parties 236 Note F -

Other operating revenue 144 Note F -

Home Master Technology Ltd. 3 Accounts receivablerelated parties 92,672 Note F -

Other receivablesrelated parties 57 Note F -

Sales of inventories 133,042 Note F 1

Other operating revenue 234 Note F -

Nonoperating income and gains 82 Note F -

Omusic Co., Ltd. 3 Sales of inventories 1 Note F -

3 KGEx.com Co.Ltd. (Note E) Qware Communications Co., Ltd. 3 Accounts receivablerelated parties 12 Note F -
Telecommunications service revenue 36 Note F -

4 Yuan Cing Co., Ltd. (Note E) Yuanshi Digital Technology Co., Ltd. 3 Accounts receivablerelated parties 6,379 Note F -
Other operating revenue 6,144 Note F -

DataExpress Infotech Co., Ltd. 3 Accounts receivablerelated parties 91 Note F -

Other operating revenue 134 Note F -

5 DataExpress Infotech Co.,d.t(Note E) Linkwell Tech. Ltd. 3 Accounts receivablerelated parties 6,224 Note F -
Other receivablesrelated parties 5,484 Note F -

Accounts payablerelated parties 9,490 Note F -

Sales of inventories 19,130 Note F -

Cost of sales 52,663 Note F -

Nonoperating income and gains 1,196 Note F -

Home Master Technology Ltd. 3 Accounts receivablerelated parties 38,826 Note F -

Other receivablesrelated parties 1,100 Note F -

Accounts payale - related parties 2,526 Note F -

Sales of inventories 122,589 Note F 1

Cost of sales 5,926 Note F -

Nonoperating income and gains 1,006 Note F -

Yuanshi Digital Technology Co., Ltd. 3 Accounts payablerelated parties 5 Note F -

Other payablesrelated parties 32 Note F -

6 Linkwell Tech. Ltd. (Note E) Home Master Technology Ltd. 3 Accounts receivablerelated parties 658 Note F -
Other receivablesrelated parties 14 Note F -

Accourts payable related parties 15 Note F -

Sales of inventories 5,422 Note F -

Cost of sales 83 Note F -

7 Yuanshi Digital Technology Co., Ltd.(Note |Omusic Co., Ltd. 3 Accounts payablerelated parties 2 Note F -
Sales of inventories 2 Note F -

Cost of sales 2 Note F -

Information Security Services Digital United Inc. 3 Other payablesrelated parties 585 Note F -

Sales of inventories 10 Note F -

Operating expense 585 Note F -

(Continued)
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Note A: Parties to the intercompany transactions are identified and numbered as follows:
0 for Far EasTone Telecommuni ions Co. , Ltd. (AFar EasToneo) .
u i di

0 cat
bs aries are numbered from nlo.

(=1

1.
2.

Note B: The flow of relateeparty transawons is as follows:
1. From the parent company to its subsidiary.
2. From a subsidiary to its parent company.

3. Between subsidiaries.

Note C: For assets and liabilities, amount is shown as a percentage to consolidated total assets as of MarclwBile 28¥8nues, costs and expenses are shown as a percentage to consolidated total operating revenues for the three m
ended March 31, 2018.

Note D: The information shown in the schedule is equivalent to the eliminated material intercompany tragsacti
Note E: The information was based on unreviewed financial statements as of March 31, 2018.

Note F: Payment terms varied depending on the related agreements.

(Concluded)
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FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

INFORMATION ON INVESTEES

FOR THE THREE MONTHS ENDED MARCH 31, 2018
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

SCHEDULE G

Original Investment Amount

As of March 31, 2018

Net Income(Loss)

Share of Profit

Investor Company Investee Company Location Main Businesses and Products March 31, 2018 |December 31, 201 Shares Percentgge of Carrying Amount | of the Investee (Loss) Note
Ownership (%)
Far EasTone Telecommunications Co., L|New Century InfoComm Tech Co., Ltd. Taiwan Type |, Il tdecommunications services $ 22,249,283 $ 22,249,283 2,100,000,000 100.00 $ 27,194,733 $ 418,824 $ 395,981 |Notes AandB
ARCOA Communication Co., Ltd. Taiwan Sales of communications products and office 1,305,802 1,305,802 82,762221 61.63 1,024,920 36,252 22,280 [Notes A and B
equipment
KGEx.com. Co., Ltd. Taiwan Type |l telecommunications services 2,340,472 2,340,472 68,897,234 99.99 801,153 17,707 17,705 |Notes A and D
Yuanshi Digital Technology Co., Ltd. (formigr  |Taiwan Electronic information providing services 886,169 886,169 90,014,424 86.41 (212,143 (112,249 (96,999 |Notes A, D
Hiiir Inc.) and H
Yuan Cing Co., Ltd. Taiwan Call center services - - 2,000,000 100.00 38,187 3,916 3,916 |Notes A, D
and G
Far Eastern Info Service (Holding) Ltd. Bermuda Investments 92,616 92,616 1,200 100.00 5,279 (37,479 52,488 |Notes A and D
Omusic Co., Ltd. Taiwan Electronic information providing services 25,000 25,00 2,500,000 50.00 9,291 (350 (179 |Notes Aand D
Qware Communications Co., Ltd. Taiwan Type |l telecommunications services 832,038 832,038 175,430 81.63 (144,693 (7,760 (6,323 |Notes A and D
Far Eastern Electronic Tdllollection Co., Ltd. | Taiwan Electronic information providing services and 2,542,396 2,542,396 118,250,967 39.42 828,687 53,441 22,237 |Notes C and D
electronic toll collection service
Ding Ding Integrated Marketing Service Co., Ltd Taiwan Marketing 139,500 139,500 10,408,200 15.00 52,288 10,688 1,597 |Notes C and D
Alliance Digital Technology Co., Ltd. Taiwan Electronic information providing services 60,000 60,000 6,000,000 14.40 11,787 (19,829 (2,664 |Notes C and D
Yuan Hsin Digital Payment Co., Ltd. Taiwan Other financing and supporting services 600,000 600,000 37,432,782 30.00 289,445 (56,043 (16,849 |Notes C and D
ARCOA Communication Co., Ltd. DataExpress Infotech Co.td. Taiwan Sale of communications products 141,750 141,750 12,866,353 70.00 185,460 10,982 - |Notes D and E
New Century InfoComm Tech Co., Ltd. |New Diligent Co., Ltd. Taiwan Investments 540,000 540,000 54,000,000 100.00 86,398 (53,9579 - |Notes D and E
Information Security Service Digital United Inc. [Taiwan Security and monitoring service via internet 148,777 148,777 10,249,047 100.00 119,477 3,405 - |Notes D and E
Digital United (Cayman) Ltd. Cayman Islands  |Investments 132,406 132,406 4,320,000 100.00 13,525 (699 - |Notes D and E
Yuanshi Digital Technology Co., Ltd. (formerly |Taiwan Electronic information providing services 20,000 20,000 2,499,617 2.40 (5,89 (112,249 - |Notes A, D
Hiiir Inc.) and H
Ding Ding Integrated Marketing Service Co., Ltq Taiwan Marketing 46,500 46,500 3,469,400 5.00 17,430 10,688 - |Notes C and D
New Diligent Co., Ltd. Sino Lead Enterprise Limited Hong Korg Telecommunications services 125 125 30,000 100.00 235 10 - |Notes D and E
Far Eastern New Diligent Company Ltd. British Virgin Investments 330,598 330,598 - 100.00 24,659 (53,999 - |Notes D and E
Islands
New Diligent Horg Kong Co., Ltd. Hong Kong Investments 3,051 3,051 - 100.00 2,774 (92 - |Notes D and E
DataExpress Infotech Co., Ltd. Linkwell Tech. Ltd. Taiwan Sale of communications products 10,000 10,000 - 100.00 41,786 110 - |Notes D and E
Home Master Technology Ltd. Taiwan Sale of communications products 10,000 10,000 - 100.00 8,208 9,582 - |Notes D and E

The calculation was based on reviewed finaratilements as of March 31, 2018.

Note A:  Subsidiary.

Note B:

Note C: Equity-method investee of Far EasTone.

Note D:

Note E:

Note F:  For investments in mainland China, refer to Schedule H.
Note G:

Note H:  Hiiir merged with FEEC on August 1, 2017.

The calculation was based on unreviewed financial statements as of March 31, 2018.

Yuan Cing Co., Ltd. reduced capital and remitted cash which exceeded the original investment amount.

Subsidiary of New Century InfoComm Tech Co., Ltd., New Diligent Co., BBCOA Communication Co., Ltd. and DataExpress Infotech Co., Ltd.

Thugtptbatiaveount is $0.

-80-

Hiiir is the surviving company and FEEC was dissolved. After the mergére Hiiiviving company, was renamed as Yuanshi Digital Technology Co., Ltd.




FAR EASTONE TELECOMMUNICATIONS CO., LTD. AND SUBSIDIARIES

INFORMATION ON INVESTMENTS IN MAINLAND CHINA
FOR THE THREE MONTHS ENDED MARCH 31, 2018
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

SCHEDULE H

Accumulated Remittance of Funds Accumulated Accumulated
Qutward Outward % Ownership . L
Method of - - . Carrying Repatriation of
. . . . Remittance for Remittance for | Net Income (Loss) of Direct or Investment
Investee Company Main Businesses and Products| Paid-in Capital |Investment ) : Amount as of |Investment Incomeg
Investment from Outward Inward Investment from of the Investee Indirect Gain (Loss)
(Note A) - - March 31, 2018 as of
Taiwan as of Taiwan as of Investment March 31. 2018
January 1, 2018 March 31, 2018 '
Digital United Information Technologies |Design, research, installment and $ 90,226 2 $ 90,226 | $ $ 90,226 | $ (203 100.00 (203 | $ 2035 | $ -
(ShanghgiLtd. (Note G) maintenance of computer (US$ 3,100,000 (US$ 3,100,000 (UsS$ 3,100,000 (RMB 438,000
software and system
Far Eastern New Century Information |Electronic information providing 334,708 2 299,782 299,782 (1,039 90.22 (937 - -
Technology (Beijing) Limited (Notes G services (US$ 11,500,00D (US$ 10,300,00p (US$ 10,300,009 (Note B) (Note B) (Note B)
and H)
Far Eastern Teemfo Ltd. (Shanghai) Computer software, data process 174,630 2 194,484 194,484 (89,920 100.00 (89,920 12,245 -
(Note G) and provision of network (US$ 6,000,000 (Note F) (Note F) (Note C) (Note C) | (RMB 2,635,000
information (Note C)

Company Name

Accumulated Outward
Remittance for
Investment in Mainland
China as of

Investment Amounts

Upper Limit on the

Authorized by
Investment Commission

Amount of Investment
Stipulated by
Investment Commission

March 31, 2018 MOEA MOEA (Note D)

Far EasTone Telecommunications Co., Lt $ 92,616 $ 92,616 $ 47,136,400

New Century InfoComm Tech Cd.td. 90,226 90,226 14,656,314
(US$ 3,100,000 (US$ 3,100,000

New Diligent Co., Ltd. 434,451 434,451 51,839
(US$14,927,000 (US$14,927,00p
(Note E) (Note E)

1. The Group mde the investment directly.
2. The Group made the investment through a company registered in a third region.
3

Note A: Investment type as follows:
Other.

NoteB: The amount i

NoteC: The amount i

NoteD: The | imit is

Note E:

Note F:

Note G:

Note H:

ncl

ncl

based on t

udes Far

udes Far

he |

The amount includes US$3,500,000.

Eastern

Eastern

i mit of 6 0%

The calculation was based on unreviewed financial statements as of March 31, 2018.

New Di |l i gentl nCfoomplatndy.

New Diligent

The companies registered in a thirdFeedtastara Info Service (Holding) Ltd., Digital United (Cayman) Ltd. and Far Eastern New D@igimipiany Ltd., respectively.

Company

141.67% 6f swnérship.3 3 %

of

ownership

L(t SIh adrsg BaDi. )586s% 0.f9 6o% ncefr schw npe rasnhdi pF.a r

and

Far

Eastern

Eastern

Tech

I nfo

Service

oing thelReview of mestnient ordfechnica CorparationtiniMainland Chsd, ahicle vias issned donmAegusP29,i 2008 by prntetestmission ©f the MOEA.

The investeeompany was dissolved on February 9, 2018 with the approval of the local government.
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The amount includes US$1,127,000 from an investee company which was dissolved, but taéoegithe investment amount had not been written off with the Investment Commission of the MDEA.

(Hol di ng)

Lt

d



