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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Chroma Ate Inc.

We have audited the accompanying consolidated balasheets of Chroma Ate Inc. (the
“Corporation”) and subsidiaries as of December Z108 and 2007, and the related consolidated
statements of income, changes in shareholderstyegud cash flows for the years then ended.
These consolidated financial statements are thgonsgbility of the Corporation’s management.
Our responsibility is to issue a report based araoudlits.

We conducted our audits in accordance with the KRumverning the Audit of Financial
Statements by Certified Public Accountants and tmglistandards generally accepted in the
Republic of China. Those rules and standards redat we plan and perform the audit to obtain
reasonable assurance about whether the consolifiagatcial statements are free of material
misstatement. An audit includes examining, onsali@sis, evidence supporting the amounts and
disclosures in the consolidated financial statementAn audit also includes assessing the
accounting principles used and significant estisia@ade by management, as well as evaluating
the overall consolidated financial statement pregemm. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statetaeeferred to above present fairly, in all materia
respects, the consolidated financial position afd@fa Ate Inc. and subsidiaries as of December 31,
2008 and 2007, and the results of their operat@mustheir cash flows for the years then ended, in
conformity with the Guidelines Governing the Prepean of Financial Reports by Securities
Issuers and accounting principles generally acdeipténe Republic of China.



As disclosed in Note 3 to the consolidated finanstatements, in March 2007, the Accounting
Research and Development Foundation of the RepubficChina issued Interpretation
No. 2007-052, which requires companies to recogeimployees’ bonuses and remuneration paid
to directors and supervisors as compensation egpesiarting from January 1, 2008. These
bonuses and remuneration were previously recorslegaropriations from earnings.

February 13, 2009

Notice to Readers

The accompanying consolidated financial statemantsintended only to present the financial

position, results of operations and cash flows otadance with accounting principles and

practices generally accepted in the Republic ofn@hand not those of any other jurisdictions.

The standards, procedures and practices to audih @wnsolidated financial statements are those
generally accepted and applied in the Republicluh€.

For the convenience of readers, the auditors’ ré@ord the accompanying consolidated financial
statements have been translated into English floerotiginal Chinese version prepared and used
in the Republic of China. If there is any confligitween the English version and the original
Chinese version or any difference in the interpiietaof the two versions, the Chinese-language
auditors’ report and consolidated financial statertseshall prevalil.



CHROMA ATE INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars, Except Par Vale)

2008 2007 2008 2007
ASSETS Amount % Amount % LIABILITIES AND SHAREHOLDERS' EQUITY Amount % Amount %
CURRENT ASSETS CURRENT LIABILITIES
Cash (Note 4) $ 978,558 11 $ 1,030,140 10 Short-term borrowings (Note 12) $ 839,900 10 $ 935,997 10
Financial asse at fair value through profit or los current Shor-term bills payable (Note 1 100,00( 1 127,50( 1
(Notes 2 and 5) 22,547 - 28,574 - Notes payable (Note 20) 96,334 1 51,820 1
Notes receivable (Note 20) 11,649 - 37,630 1 Accounts payable (Note 20) 753,387 9 1,418,172 14
Accounts receivable - related parties (Note 20) 7,465 - 22,465 - Income tax payable (Notes 2 and 16) 510 - 226,605 2
Accounts receivable (Notes 2 and 6) 2,196,188 26 3,014,839 30 Accrued expenses 404,123 5 237,840 2
Inventories, net (Notes 2 and 7) 1,660,003 19 1,773,790 18 Receipts in advance 41,725 - 141,675 2
Prepayments 110,665 1 40,388 1 Current portion of long-term liabilities (Note 14) 150,905 2 826 -
Deferred income tax assets - current (Notes 2 &hd 1 29,466 1 35,311 - Other current liabilities 37.863 - 17,653 -
Other current assets (Note 20) 63,136 _ 1 106,905 _ 1
Total current liabilities 2,424,747 _ 28 3,158,088 32
Total current assets 5,079,677 _ 59 6,090,042 _ 61
LONG-TERM LIABILITIES
LONG-TERM INVESTMENTS Long-term bank loans, net of current portion @14 and 21) 29,841 - 180,404 _ 2
Available-for-sale financial assets - noncurrentt@é 2 and 8) 180,464 2 579,438 6
Financial assets carri at cost- noncurrent (Notes 2 and 136,60t 2 140,08 1 OTHER LIABILITIES
Investments accounted for by the equity methodé€bl@tand 10) 294,519 _ 3 311,348 _ 3 Accrued pension costs (Note 18) 72,553 1 73,982 1
Guarantee deposits received 7,199 - 11,330 -
Total lon¢-term investmen 611,59: _ 7 1.030,87 1C Deferred income tax liabilitie- noncurrent (Note 1 14,39: - 19,13¢ -
PROPERTY, PLANT AND EQUIPMENT (Notes 2, 11 and 21) Total other liabilities 94,144 _ 1 104,450 1
Cost
Land 450,575 5 450,575 5 Total liabilities 2,548,732 _29 3,442,942 _35
Buildings 1,876,917 22 1,853,308 19
Machinery and equipment 515,441 6 415,429 4 SHAREHOLDERS' EQUITY OF PARENT COMPANY (Notes 2
Miscellaneous equipment 876,379 _10 741,638 _ 7 and 15)
Total cost 3,719,312 43 3,460,950 35 Capital stock - NT$10 par value
Less: Accumulated depreciation 1,148,358 13 965,790 _ 10 Authorized: 400,000 thousand shares
2,570,954 30 2,495,160 25 Issued and outstanding: 329,915 thousand sha&808 and
Prepayments of equipment 1,001 - 12,016 - 304,244 thousand shares in 2007 3,299,151 38 3,042,441 30
Capital surplus 829,898 10 821,980 8
Net plant, property and equipment 2,571,955 _ 30 2,507,176 _25 Retained earnings
Legal reserv 724,10! 8 570,33( 6
INTANGIBLE ASSETS (Notes 2 and 10) Unappropriated earnings 1,115,209 13 1,584,771 16
Trademark 9,648 - 6,127 - Other equity
Goodwill 122,48: 1 114,00t 1 Cumulative traslation adjustmen 115,40: 1 55,13 1
Core technology 213,137 _ 3 132,674 _ 2 Unrealized gain on financial instruments 48,819 1 348,668 3
Treasury stock - 3,897 thousand shares in 2008 A%
Total intangible asse 345 26t _ 4 252.80° _ 3 thousand shares in 2C (75,68%) _ 1) (33,24%) -
OTHER ASSETS Total shareholders' equity of parent company 6,056,899 70 6,390,078 64
Refundable deposits 8,065 - 8,371 -
Deferred charges, net (Note 2) 3,546 - 1,045 - MINORITY INTEREST 53,955 _ 1 92,329 _ 1
Deferred income tax assets - noncurrent (Notesi2L&h 14,741 - 10,750 -
Pledged time deposits (Note 21) 12,448 - 1,237 - Total shareholders' equity 6,110,854 71 6,482,407 _ 65
Othel 12,29; - 23,04¢ _1
Total other assets 51,097 - 44,451 _ 1
TOTAL $8,659,58! 10¢C $9,925,34 10¢ TOTAL $8,659,58! _10c $9,925,34 _10c

The accompanying notes are an integral part of¢insolidated financial statements.

(With Deloitte & Touche audit report dated FebruaBy 2009)



CHROMA ATE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2008 AND 2007

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

OPERATING REVENUES
LESS :SALES RETURNS AND ALLOWANCES
NET OPERATING REVENUES (Notes 2 and 20)
OPERATING COSTS (Notes 19 and 20)
GROSS PROFIT
OPERATING EXPENSES (Note 19)

Selling and general administrative

Research and development

Total operating expenses

OPERATING INCOME
NONOPERATING INCOME AND GAINS

Gain on disposal of investment, net (Note 2)

Rental income (Note 20)
Dividend income (Note 2)

Investment income recognized by the equity method,

net (Notes 2 and 10)

Subsidy income (Note 2)

Interest income

Reversal of loss on market value decline and
slow-moving inventories (Note 2)

Other (Note 2)

Total nonoperating income and gains

NONOPERATING EXPENSES AND LOSSES
Interest expenses
Foreign exchange loss, net (Note 2)
Valuation loss on financial assets, net (Note 2)

Loss on disposal and retirement of property, plant

and equipment (Note 2)
Impairment loss (Notes 2, 9, 10 and 11)
Loss on inventory market value decline and
slow-moving inventories (Note 2)
Other (Note 2)

Total nonoperating expenses and losses

2008 2007
Amount % Amount %
$12,298,527 101 $12,680,279 100
70,834 1 50,259 -
12,227,693 100 12,630,020 100
9,261,947 _ 76 9,218,829 73
2,965,746 24 3,411,191 27
1,205,905 10 932,779 7
557,130 4 518,375 4
1,763,035 14 1,451,154 11
1,202,711 10 1,960,037 16
61,922 1 95,345 1
30,994 1 25,094 -
27,382 - 16,299 -
15,822 - 52,990 1
14,242 - 11,858 -
8,370 - 9,765 -
4,690 - - -
__ 12959 _ - __ 37568 _ -
176,381 2 248,919 2
34,726 1 36,446 -
23,566 - 18,766 -
11,369 - - -
4,847 - 2,874 -
2,111 - 119,466 1
- - 53,530 1
6,575 - 21,323 -
83,194 1 252,405 2
(Continued)




CHROMA ATE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars, Except Earning Per Share)

2008 2007
Amount % Amount %
CONSOLIDATED INCOME BEFORE INCOME
TAX $ 1,295,898 11 $ 1,956,551 16
INCOME TAX EXPENSE (Notes 2 and 16) 198,077 _2 361,707 _3
CONSOLIDATED NET INCOME $ 1097821 _ 9 $ 1594844 13
ATTRIBUTED TO:
Shareholders of parent company $ 1,104,613 9 $ 1,537,753 12
Minority interest (6,792 - 57,091 1
$ 1,097,821 9 $ 1,594,844 13
2008 2007
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
EARNINGS PER SHARE (Note 17)
Basic $ 386 $ 338 $ 568 $ 485
Diluted $ 370 $ 324 $ 548 $ 4.68
The accompanying notes are an integral part ofdinsolidated financial statements.
(With Deloitte & Touche audit report dated Februagy 2009) (Concluded)



CHROMA ATE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

YEARS ENDED DECEMBER 31, 2008 AND 2007

(In Thousands of New Taiwan Dollars, Except Amount®er Share)

BALANCE, JANUARY 1, 2007
Appropriation of the 2006 earnings
Legal reserve
Reversal of special resel
Remuneration to directors and supervisors
Bonus to employees - stock
Bonus to employee- casl
Stock dividends - NT$0.4 per share
Cash dividends - NT $2.5 per share
Balance after appropriation
Consolidated net income in 2007
Exercise of employee stock options

Transfer of 11,004 thousand treasury shares to
employees

Disposal of the Corporation's shares held by sidrsid
Cash dividends paid to subsidi

Adjustments arising from changes in ownership
percentage in investee

Unrealized gain on available-for-sale financialeass
Increase in minority intere
Acquisition of subsidiaries

Translation adjustments on long-term investments
accounted for by the equity method

BALANCE, DECEMBER 31, 2007
Appropriation of the 2007 earnings
Legal reserve
Remuneration to directors and supervisors
Bonus to employee- stock
Bonus to employees - cash
Stock dividends - NT$0.6 per share
Cash dividend- NT$3.6 per sha
Balance after appropriation
Consolidated net income in 2008
Exercise of employee stock optit
Disposal of the Corporation's shares held by sidrsid
Cash dividends paid to subsidi

Adjustments arising from changes in ownership
percentage in investee

Adjustment arising from changes in investee's gqnit
its investment

Unrealized loss on available-for-sale financiak#ss
Decrease in minority interest

Translation adjustments on lc-term investment
accounted for by the equity method

Buyback of 2,147 thousand issued sh

BALANCE, DECEMBER 31, 2008

Issued and
Outstanding
Capital Stock

$ 2,863,779

30,492

112,000

3,006,271

36,170

3,042,441

51,52(

183,300

3,277,261

21,89(

$ 3.299.151

Capital Surplus

Additional
Paid-in
Capital

$ 608,630

608,630

10,925

619,555

619,555

3,191

$ 622,746

The accompanying notes are an integral part oftisolidated financial statements.

(With Deloitte & Touche audit report dated Februay 2009)

From
Long-term Treasury From Legal

Investments Stock Merger Total Reserve
$ 44,534 $10,478 $ 146,976 $ 810,618 $ 469,370
- - - - 100,960
44,534 10,478 146,976 810,618 570,330

- - - 10,925 -

- (10,478) - (10,478) -

- 2,375 - 2,375 -

- 4,13¢ - 4,13¢ -

4,405 - - 4,405 -
48,939 6,510 146,976 821,980 570,330
- - - - 153,775
48,939 6,510 146,976 821,980 724,105

- - - 3,191 -

- 4,027 - 4,027 -

- 6,117 - 6,117 -

730 - - 730 -
(6,147) - - (6,147) -
$ 43,522 $16.654 $ 146.976 $ 829.898 $ 724,105

Unrealized
Retained Earnings Cumulative Gain (Loss) on
Special Unappropriated Translation Financial
Reserve Earnings Total Adjustments Instruments Treasury Stock
$ 7,352 $ 1,046,475 $ 1,523,197 $ 32,221 $ 173,678 $(440,048)
- (100,960 ) - - - -
(7,35%) 7,352 - - - -
- (6,800) (6,800) - - -
- (30,492) (30,492) - - -
- (45,73¢) (45,73¢) - - -
- (112,000) (112,000) - - -
- (700,000 (700,000 - - -
- 57,837 628,167 32,221 173,678 (440,048)
- 1,537,753 1,537,753 - - -
- (10,819) (10,819) - - 405,754
- - - - - 1,051
- - - - 174,990 -
- - - 22,910 - -
- 1,584,771 2,155,101 55,131 348,668 (33,243)
- (153,775) - - R R
- (8,500) (8,500) - - -
- (51,52() (51,52() - - -
- (77,280) (77,280) - - -
- (183,300) (183,300) - - -
- (1,099,801 (1,099,801) - - -
- 10,596 734,701 55,131 348,668 (33,243)
- 1,104,613 1,104,613 - - -
- - - - - 2,221
- - - - (299,849) -
- - - 60,271 - -
- - - - - (44,66%)
$ - $1.115.209 $ 1.839.314 $115.402 $ 48819 $ (75.689

Minority
Interests

$ -

7,50C

25,433

2,305

92,329

92,329
(6,792)

(27,169)

(3,683)

$ 53,955

Total
Shareholders’
Equity

$ 4,963,445

(6:800)
@5,73)
(00,000
4,210,907
1,594,844

47,095

384,457
3,426

4,13¢

4,405
174,990
7,50C

25,433

25215

6,482,407

8500)
(77,260
(1.099.801)
5,296,827
1,097,821
25,08:
6,248

6,117

(6,147)
(299,849)

(27,169)

56,588
(44,66¢)
$ 6,110,854



CHROMA ATE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Consolidated net income $1,097,821 $1,594,844
Adjustments to reconcile consolidated net incomeetiocash provided

by operating activities:

Depreciation and amortization 280,698 226,859
Gain on disposal of long-term investments (58,536) (92,549)
Cash dividends received from equity-method investee 26,504 32,415
(Reversal of loss) bad debts 17,290 (892)
Investment income recognized by the equity methet, (15,822) (52,990)
Loss on disposal and retirement of property, péent equipment,
net 4,778 1,971
(Reversal of) loss on inventory market value dechnd
slow-moving inventories (4,690) 53,530
Deferred income taxes 3,976 (3,157)
Impairment loss on financial assets carried at cost 2,111 119,466
Net changes in operating assets and liabilities
Financial assets at fair value through profit @slo 6,027 70,836
Notes receivable 25,981 16,141
Accounts receivable 816,361 (893,975)
Inventories 102,869 103,673
Prepayments (70,277) (27,357)
Other current assets 43,769 (17,039)
Notes payable 44,514 (96,098)
Accounts payable (664,785) 63,388
Accrued expenses 166,485 22,391
Income tax payable (226,095) 99,855
Receipts in advance (99,950) (274,992)
Other current liabilities 20,210 (9,801)
Accrued pension costs (1,429 (1,446
Net cash provided by operating activities 1,517,810 935,073
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property , plant and equipment (261,973) (329,864 )
Proceeds from disposal of long-term investment 149,996 142,366
(Increase) decrease in pledged time deposits (11,211) 35,773
(Increase) decrease in other assets 10,751 (1,151)
Proceeds from disposal of property, plant and eqgaig 5,751 13,653
Increase in deferred charges (2,749) -
Proceeds from capital reduction of long-term inesit 1,984 -
Decrease (increase) in refundable deposits 306 (5,348)
Cash paid to acquire subsidiaries - (301,132)
Cash received from consolidation of subsidiaries - 75,078
Net cash used in investing activities (107,145 (370,625
(Continued)



CHROMA ATE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM FINANCING ACTIVITIES
Cash dividends paid
Acquisition of minority interest
Increase (decrease) in short-term borrowings
Bonus to employees and remuneration to directaissapervisors
Increase in minority interest
Acquisition of treasury stock
Decrease in short-term bills payable
Exercise of employee stock options
Proceeds from disposal of treasury stock
Increase (decrease) in guarantee deposits received
Transfer of treasury stock to employees
Decrease in long-term loans

Net cash used in financing activities
EFFECT OF CHANGES IN CONSOLIDATED ENTITIES
EFFECT OF EXCHANGE RATE CHANGES
NET INCREASE (DECREASE) IN CASH
CASH, BEGINNING OF YEAR
CASH, END OF YEAR
SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid
Income taxes paid
CASH PAID FOR ACQUISITION OF PROPERTY, PLANT AND
EQUIPMENT
Acquisition of property, plant and equipment
Add: Accrued expense, beginning of year

Deduct: Accrued expense, end of year
Cash paid

2008

$(1,093,683)
(239,000)
(96,097)
(85,780)
55,000
(44,663)
(27,500)
25,081
6,248
(4,131)

(1,504,525

42,278
(51,582)
1,030,140
$ 978,558

$ 33,181
$ 432,443

$ 261,771
2,342

(2.140)
$ 261,973

2007

$ (695,865)

299,799
(52,538)
7,500

(303,690)
47,095
3,426
10,544
384,457

(50,779
(350,05))

12,478
30,174
257,049
773,091
$1,030,140

$ 34,065
$ 274,811

$ 330,231

1,975

(2,342

$ 329,864
(Continued)



CHROMA ATE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

The Corporation acquired equity interests in Wealg Automatic Equipment Co., Ltd. (“Taiwan Wei Kgan
of 42.4% on January 1, 2008 and 57.6% on Janua2Q7, for a total equity of 100%. On JanuarydQ?2
the Corporation acquired equity interests of 10@2hein Mou Kuan Technologies (Nanjin) Co., Ltd. M
Kuan Nanjin”) and Wei Kuang Automatic Equipment (ijNa) Co., Ltd. (“Wei Kuang Nanijin”). On March 31,
2007, the Corporation also acquired a 59.1% edquitgajet Technology Inc. (Note 10). The fair valua
related assets and liabilities as of the acqursitiates were as follows:

Taiwan Wei Kuang (January 2007)

Cash $ 11,881
Financial assets at fair value through profit @slo 43,734
Accounts and notes receivable 251,265
Inventories 317,415
Other current assets 3,083
Property, plant and equipment 17,000
Other assets 3,015
647,393

Accounts payable 142,337
Accrued expense 16,429
Other current liabilities 428,643
587,409

Net assets 59,984
Multiply by percentage of acquired shareholding 57.6%
34,551

Core technology 165,842
Goodwill 85,949
Trademark 7,658
Cash paid to acquire Taiwan Wei Kuang $ 294,000

(Continued)



CHROMA ATE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

Taiwan Wei Kuang (January 2008)
Cash
Accounts and notes receivable
Inventories
Other current assets
Property, plant and equipment
Other asset

Accounts and notes payable
Accrued expenses
Other current liabilities

Net assets
Multiply by percentage of acquired shareholding

Core technology
Goodwill
Trademark

Cash paid to acquire Taiwan Wei Kuang

Mou Kuan Nanjin
Cash
Accounts and notes receivable
Other accounts receivable
Inventories
Other current assets
Property, plant and equipment

Accounts and notes payable
Accrued expenses
Other current liabilities

Net assets

Cash paid to acquire Mou Kuan Nanjin

-10 -

$ 159,822
188,008
25,979
4,765
14,674
3,735
396,983
100,144
24,734
78,311
203,189
193,794
42.4%
82,169
142,040
8,476
6,315

$ 239,000

$ 34,269
18,746
5,321
29,864
1,703
2,147
92,050
19,152
668
17,243
37,063

$ 54,987

$ 92,000
(Continued)



CHROMA ATE INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

Wei Kuang Nanijin
Cash
Accounts and notes receivable
Other accounts receivable
Inventories
Other current assets
Property, plant and equipment

Accounts and notes payable
Accrued expenses
Other current liabilities

Net assets
Cash paid to acquire Wei Kuang Nanjin

Sajet Technology Inc.
Cash
Accounts and notes receivable
Inventories
Pledged time deposit
Other current assets
Investments accounted for by the equity method
Property, plant and equipment
Other assets

Accounts and notes payable
Accrued expenses
Other current liabilities

Net assets
Multiply by percentage of acquired shareholding

Core technology

Cash paid to acquire Sajet Technology Inc.

The accompanying notes are an integral part ofdinsolidated financial statements

(With Deloitte & Touche audit report dated Februagy 2009)

-11 -

$ 14,011
7,232
8,802
6,925

348
2,285
39,603
13,987
598

2
14,587

$ 25,016
$ 28,000

$ 14,917
32,050
6,462
3,400
1,529
12,481
805
9,323
80,967
9,690
4,241
3,753
17,684
63,283
59.1%
37,400
9,795

$ 47,195

(Concluded)



CHROMA ATE INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars, Unless StateOtherwise)

1. ORGANIZATION AND OPERATIONS

Chroma Ate Inc. (the “Corporation”) was incorp@ain the Republic of China (ROC) in November 1984.
The Corporation mainly designs, assembles, catibramanufactures, sells, repairs and maintains
software/hardware for computers and peripheralsypeterized automatic test systems, electronic test
instruments, signal generators, power suppliescosh power supplies, etc. as well as serves agent &

sell these products. The Corporation’s shares Heeen listed on the Taiwan Stock Exchange since
December 21, 1996.

As of December 31, 2008 and 2007, the Corporadimh its subsidiaries had 1,638 and 1,639 employees,
respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying consolidated financial statemieae been prepared in conformity with the Guidsdin
Governing the Preparation of Financial Reports bgusities Issuers and accounting principles gelyeral
accepted in the ROC. In conformity with these glies and principles, the Corporation and its
subsidiaries are required to make certain estimateb assumptions that could affect the amounts of
allowance for doubtful accounts, loss on inventorgrket value decline and slow-moving inventories;
depreciation of property; plant and equipment; dimation of intangible assets and deferred charges;
pension, asset impairment loss, bonuses to em@pg@ectors and supervisors, etc. Actual resulty
differ from these estimates.

For readers’ convenience, the accompanying fihustatements have been translated into English the
original Chinese version prepared and used in tB&€ R If inconsistencies arise between the English
version and the Chinese version or if differenagsedan the interpretations between the two versidhe
Chinese version of the consolidated financial stetgs shall prevail.

The significant accounting policies of the Corgianra and its subsidiaries (the “Group”) are summedias
follows:

Consolidation

a. Basis of consolidation
The consolidated financial statements as of andhie years ended December 31, 2008 and 2007 have
been prepared in accordance with the Statementnain€ial Accounting Standards (SFAS) No. 7 -
“Consolidated Financial Statements,” and include fihancial statements of the Corporation and all

investees over which the Corporation has substntientrol.  All significant intercompany
transactions and balances were excluded from theotidation.

-12 -



b. In conformity with the above bases for consiiimh, the consolidated financial statements andffor
the years ended December 31, 2008 and 2007 inclingedccounts of the Corporation and its direct
and indirect subsidiaries as follows:

Percentage o

Ownership
as ol
December 3.
Investor Investee Busines: 200¢ 2007 Explanation
The Corporatio Neworld ElectronicdLtd.  Sale and maintenance 100.C 100.( -
electronic test instruments,
etc.
Chroma Investment Cc  Investmer 100.C 100.C Chroma Investment Cc
Ltd. Ltd. had 1,750 thousand
shares of the
Corporation’s common
stock as of December 2
2008, which accounted
for 0.5% of the
Corporation’s
outstanding shares
Sensational HoldinLtd.  Investmer 100.C 100.( -
Chroma Ate Europe B." Sale and maintenance 100.C 100.( -
electronic test instruments,
etc.
Chroma Ate Inc. Sale and maintenance 100.C 100.( -
electronic test instruments,
etc.
Chen Hwa Technology Ir Test of inductance 100.C 100.( -
capacitance and resistance
equipment and sale of parts
CHI IncorporatiorLtd. Test of inductance 100.C 100.C -
capacitance and resistance
equipment and sale of parts
Nova Electronics In Import/export of computer:  99.¢  99.¢ -
electronic instruments, etc.
Chroma New Materie Sale and processing of g¢ ~ 100.C  100.( -
Corporation wire
San Eagle Developme  Investmer 100.C 100.( -
Corp. (San Eagle)
Silver Town Electronic Co.Investmer - 57.€ The subsidiary was merg:
Ltd. (Silver Town) in the first quarter of
2008
Wei Kuang Automatic Design, manufacturing 100.( - The subsidiary was
Equipment Co., Ltd. installment and testing of acquired by the
automatic factory conveyor Corporation’s mergence
systems with Silver Town
Electronic Co., Ltd. in
the first quarter of 2008.
Testar Electroni Testing of LED produc 58.t 70.C -
Corporation
Deep Red Holding CoLtd. Investmer 100.( - The subsidiary wa
acquired because of the
liquidation of Sajet
Technology Inc. in the
third quarter of 2008
Chroma Japan Col Sale and maintenance 100.( - The subsidiary wa
electronic test instruments, established in the third
etc. quarter of 2008
Saject Technologinc. Wholesale and retail ¢ - 100.C The subsidiary wa

information, software, etc.
and rendering related
services
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liquidated in the third
quarter of 2008

(Continued)



Percentage o

Ownership
as ol
December 3.
Investor Investee Busines: 200¢ 2007 Explanation
Neworld Electronic: Chroma Electronic Sale of computerize 100.C 100.( -
Ltd. (Shenzhen) Co., Ltd. automatic test systems,
peripherals and electronic
test instruments
Chroma Electronic Sale o computerizec 100.C 100.( -
(Shanghai) Co., Ltd. automatic test systems,
peripherals and electronic
test instruments
Chroma Investmer Quickwin Limitec Investmer 100.C 100.( -

Co., Ltd.

Quickwin Limitec

Chen Hwe
Technology Inc.

CHI Incorporatior
Ltd.

San Eagle
Development
Corp.

Wei Kuang Mect
Eng Inc.

Silver Town
Electronic Co.,
Ltd.

Saject Technology
Inc.

Deep Red Holdin
Co., Ltd.

Semiconductor Testin Reseech, developmentar  100.C 100.C The subsidiary wa

Advanced Research Lab, test on test instruments and liquidated in the third

Inc. signal generators. quarter of 2008
Chroma Shanghé) Trading International and trans 100.C 100.( -

Co., Ltd. trading, simple commercial

processing, commercial
consulting services, etc.

Chroma Ate (Suzhou) Cc Sale of computerize 100.C 100.( -
Ltd. automatic test systems,
peripherals and electronic
test instruments

Wei Kuang Mech Eng In Investmer 100.C 100.( -
Mou Kuan Technologie = Assembly, sale an 100.C 100.C -
(Nanjin) Co., Ltd. maintenance of factory

conveyorsand related
systems and renders related
after-sales services

Wei Kuang Automatic Sale and maintenance 100.C 100.( -
Equipment (Nanjin) Co., electronic equipment and
Ltd. factory conveyor systems
Wei Kuang Automatic Sale and maintenance 100.C 100.( -
Equipment (Xiamen) Cc electronic equipment and
Ltd. factory conveyor systems
Wei Kuang Automatic Design, manufacturing, - 100.0 -
Equipment Co., Ltd. installment and testing of
automatic factory conveyor
systems
Deep Red Holding Co., Ltdnvestment - 100.0 -
Sajet Technology LLC Sale of parts of information - 100.0 The subsidiary was
systems and computers liquidated in July 2008

Sajet System Technoloy Research, developmenta 100.C 100.( -
(Suzhou) Co., Ltd. design of computer network
security systems and
information management.

(Concluded)

The Corporation and consolidated subsidiariehareinafter referred to as the “Group.”

-14 -



Current and Noncurrent Assets and Liabilities

Current assets include cash, assets held fomgaald those expected to be converted to cash,asold
consumed within one year from the balance sheat. daill other assets such as property, plant and
equipment and intangible assets are non-curreetsassCurrent liabilities are obligations held faading
and those expected to be due within one year frioentalance sheet date. All other liabilities not
classified as current liabilities are non-curreabilities.

Financial Instruments at Fair Value through Profit or Loss

Financial instruments at fair value through profitoss the (“FVTPL”) are financial assets held trading.

On initial recognition, the financial instrumente aecognized at fair value plus transaction casts are
subsequently measured at fair value with fair valnanges recognized in profit or loss. Cash divide
received subsequently (including those receivetienyear of investment) are recognized as incomé®
year. Financial instrument de-recognition, théesldnce between the selling price or amount padtithe

book value of the financial instrument is recogdizs profit or loss. The regular purchase or shlbe

financial instruments is recognized and derecoghimeng trade date accounting.

Forward exchange contract, which are derivativseifor trading purposes, are used mainly to ansks
on exchange rate fluctuations.

Derivatives that are not designated as effectidgbénstruments are classified as held for traflimgncial
assets or liabilities. When the fair value of tegivative is positive, the derivative is listedafinancial
asset; otherwise, the derivative is listed as aromal liability.

The fair values of FVTPL are based on the follayin (a) listed stocks - closing prices as of thiatee
sheet date and (b) open-end beneficiary certificateet asset values as of the balance sheet date.

Inventories

Inventories are stated at the lower of weighteeraye cost or market, which refers to replacemesit ar
net realizable value.

Allowance for loss on inventory market price deeliand on slow-moving inventories is provided oa th
bases of an analysis of the possible effect of gasum engineering process and aging of endinghtove.

Available-for-sale Financial Assets

On initial recognition, available-for-sale finaatiassets are recognized at fair value plus tréiogsacosts.
When subsequently measured at fair value, thevidire changes (net of tax) are recognized dirdntly
shareholders’ equity. The cumulative gain or ldkat was recognized in shareholders’ equity is
recognized in profit or loss when an availabledate financial asset is derecognized from the loalaheet.
The purchase or sale of the financial instrumestsecognized and derecognized using trade date
accounting.

Cash dividends are recognized as dividend incomdhe ex-dividend date, but are accounted for as
reductions to the original cost of investments utts dividends are attributable to periods priorthe
purchase of investments. Stock dividends areewignized as current income but are accountednigr o
as an increase in the number of shares held. ds$teper share is re-calculated based on the neviberum
of shares.

The fair value of listed stocks is based on tlesiolg price on the balance sheet date.
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Financial Assets Carried at Cost

If there is no active market for an equity instemand a reliable fair value can not be estimdtetequity
instrument, including unlisted stocks and emergitagks, etc, is measured at cost. Impairment $oase
recognized if a decrease in the fair value of th&truments can be objectively related to an event.
Reversal of impairment losses is not allowed. d@#wvid is accounted for as that of available-for-sale
financial assets.

Investments Accounted for by the Equity Method

Long-term investments in which the Corporation reises significant influence on the investees are
accounted for by the equity method. Equity-metimy@stments are carried at cost on the acquisitida,
and this cost is subsequently adjusted for the @atjpn’s proportionate share in the net income/lasd
changes of equity of investees. Cash dividendsregerded as a reduction of the value of long-term
investments. The Corporation will stop using tlygiity method if the Corporation loses its signifita
influence on the investee because of a decreathe iGorporation’s shareholding or other reasonsthed
prevailing carrying value should be used as the ing@stment cost.

Under Statement of Financial Accounting Standadds 5 - “Accounting for Long-term Investments in
Equity Securities,” the difference between the amisinvestment and the Corporation’s equity in the
investee’s net assets should be analyzed and decodor as follows: If the difference stems from
depreciable, depletable or amortizable assetbpitld be amortized over five years using the shtalige
method; otherwise, it should not be amortized drdilsl instead be tested annually for impairment.

When the Corporation subscribes for additionaleh#ssued by an investee at a percentage diffén@ant

its current equity interest, the resulting increas¢he Corporation’s equity in the investee’s assets is
credited to capital surplus. Any decrease in tbgp@ration’s equity in the investee’s net assetietsited

to capital surplus. Any remaining difference ishitled to unappropriated retained earnings if capita
surplus is not enough for debiting purposes.

Stock dividends are not recognized as investmedme but are accounted for only as an increasieein
number of shares held. Costs of the investmefdsase determined by the weighted-average method.

Property, Plant and Equipment

Property, plant and equipment are stated at @t Accumulated depreciation. Significant addition
renewals and betterments are capitalized, whilet®aance and repairs are expensed currently.

Depreciation is calculated using the straight-linethod over the estimated service lives of assdtih
range as follows: buildings - 3 to 55 years; maehj and equipment - 2 to 12 years; and miscellaseo
equipment - 3 to 15 years. If the property, plamd equipment are still in service beyond theigiogl the
estimated service lives, they are further deprediaver their newly estimated service lives.

Upon sale or retirement, the related cost andraatated depreciation of property, plant and equipinaee
removed from the accounts, and any gain or lossedited or charged to nonoperating gain or loghén
year of disposal.

Intangible Assets
On the consolidation of subsidiaries, resultinamgible assets arising from identifiable assetsughbe
amortized over five years using the straight-linettmd. If the source of the intangible assets is

unidentifiable, these assets are classified as witipdvhich should be tested annually instead for
impairment.
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Deferred Charges

Deferred charges, which mainly refer to refurbishis and royalties, are amortized by the straiglet-I
method over their contract periods.

Asset Impairment

If the recoverable amount of an asset (mainly @rigp plant and equipment; deferred charges; inidang
assets; and investments accounted for by the eqpdtiiod) is estimated to be less than its carrgmgunt,
the carrying amount of the asset is reduced teiteverable amount. If an impairment loss reveres
carrying amount of the asset is increased accdgdibgt the increased carrying amount may not exche
carrying amount that would have been determinedniwaisnpairment loss been recognized for the asset i
prior years. A reversal of an impairment lossdsognized in earnings, unless the asset is caatied
revalued amount, in which case the reversal ofrtipairment loss is treated as an increase in thealined
revaluation increment. A reversal of an impairnmess on goodwill is disallowed.

For the purpose of impairment testing, goodwilhikocated to each of the relevant cash-generatiity
(CGUs) that are expected to benefit from the syirergf the acquisition. A CGU to which goodwillsha
been allocated is tested for impairment annuallybenever there is an indication that the CGU may b
impaired. If the recoverable amount of the CGUdnees less than its carrying amount, the impairrigent
allocated to first reduce the carrying amount & goodwill allocated to the CGU and then to theepth
assets of the CGU pro rata on the basis of thgingramount of each asset in the CGU.

For long term equity investments for which theastor Company has significant influence but with no
control, the carrying amount (including goodwilf)each investment is compared with its own recdvlera
amount for the purpose of impairment testing.

Income Tax

The Group applies inter-year allocations for il€dme tax, whereby deferred income tax assets and
liabilities are recognized for the tax effects @fporary differences. Valuation allowances areiged to

the extent, if any, that it is more likely than rnibait deferred income tax assets will not be redliz A
deferred tax asset or liability is classified asrent or noncurrent in accordance with the classifon of its
related asset or liability. However, if a deferredome tax asset or liability does not relate ricaaset or
liability in the financial statements, then it isssified as either current or noncurrent basetherexpected
length of time before it is realized or settled.

Tax credits for purchases of machinery, equipraedttechnology, research and development expeasijtur
and personnel training expenditures are recognized) the flow-through method.

Adjustments of prior years’ tax liabilities areded to or deducted from the current year’s tax igrom.

According to the Income Tax Law, an additional &x10% of unappropriated earnings is providedafor
income tax in the year the shareholders approvetéan the earnings.

Pension Costs

Pension cost under a defined benefit plan is deted by actuarial valuations. Contributions madder
a defined contribution plan are recognized as pensdst during the employees’ services periods.
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Revenue Recognition, Trade Receivables and Allowaa¢or Doubtful Accounts

Sales are recognized when titles to products ahkd of ownerships are transferred to customens\gpilly
upon shipment, and are stated at the fair valusgtbied prices (after taking into consideratiorbo$iness
discount and volume discount). However, receivditdm sales maturing within one year or less maty no
be valued at fair value according to the imputddrast rate when the discrepancy between theivédire
and value at maturity is small and when salesraguent.

Allowance for doubtful accounts is provided on bassis of a periodical evaluation of the colleditipiand
aging of receivables.

Government Subsidies

Government subsidies given to the Corporatiorttieroperation of an innovative technology researuh
development center, the leading development prépecin LED (light-emitting diode) testing systeamd
technology research, development project led byMhestry of Economic Affairs and integrated progra
of automatic optical inspection equipment and tetbgy are deferred and recognized as other incoree o
the project periods.

Treasury Stock

The Corporation’s buyback of issued shares is watted for by the cost method and is recorded as a
deduction to arrive at shareholders’ equity.

The Corporation’s shares held by its subsidiaaiesrecorded as treasury stock. Cash dividendsvest
from the Corporation and gain on disposal of theref are recognized as “capital surplus - treastogk.”

Foreign-currency Transactions

Non-derivative foreign-currency transactions aeorded in New Taiwan dollars at the rates of emghdn
effect when the transactions occur. Exchange réifflees arising from settlement of foreign-currency
assets and liabilities are recognized in profiioss.

Monetary assets or liabilities denominated in ifprecurrencies are translated at the exchange rates
prevailing on the balance sheet date, and thetimeg@xchange differences are included in profitoss for
the current period.

If the functional currencies of equity-method istees are foreign currencies, translation adjussneiil
result from the translation of the amounts in teestees’ financial statements into the reportimgency

of the Corporation. These adjustments are accuetil@nd reported as a separate component of
shareholders’ equity.

. EFFECTS OF CHANGE IN ACCOUNTING PRINCIPLES

In March 2007, the Accounting Research and Deveéori Foundation the of the Republic of China issued
Interpretation 2007-052, which requires compangesetognize bonuses paid to employees, directats an
supervisors as compensation expenses starting Jaomary 1, 2008. These bonuses were previously
recorded as appropriations from earnings. This wttiog change resulted in decreases of $120,975
thousand in net consolidated income and of NT$hafter income tax basic earnings per share {6820
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4. CASH

December 3.
200¢ 2007
Deposit: in bank: $ 975,89 $ 1,027,68
Cash on hanc 1,567 1,37(
Petty cas 1,101 1,09(

978,55¢ $ 1,030,14

5. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT O R LOSS - CURRENT

December 3.
200¢ 2007
Financial assets held for trad
Oper-endbeneficiarycertificates $ 12,077 $ 3,092
Listed stocks domestic 10,47 25,482

$ 2254 % 28,574

The Group entered into forward exchange contréxtbedge against exposures due to exchange rate
fluctuations in 2008. The purpose of the hedgategy was to reduce most of the risks arising from

changes in market prices and cash flows. There werforward exchange contracts outstanding as of
December 31, 2008.

As of December 31, 2008 and 2007, the Group razeddosses of $7,893 thousand and $198 thousand on
financial assets held for trading, respectively.

6. ACCOUNTS RECEIVABLE, NET

December 3.
200¢ 2007
Accounts receivable $ 2,249,66/ $ 3,051,33
Less Allowance for doubtful account 53,47: 36,49¢

$ 2,196,18° $ 3,014,83

7. INVENTORIES, NET

December 3.
200¢ 2007
Raw materials $ 44129¢ $ 377,85
Work in proces 366,17t 369,41!
Semfinished producs 201,74« 241,52!
Finished gooc 743,60t 895,89¢

1,752,82 1,884,68
Less: Allowance for losses on market value decline and-moving
inventories 92,823 110,908

$ 1,660,00. $ 1,773,79

-19 -



8. AVAILABLE-FOR-SALE FINANCIAL ASSETS - NONCURREN T

December 3.
200¢ 2007
DynacColor, Inc $ 147,44¢ $ 415,32
Chunghwa Telecom CcLtd. 33,01t 33,60«
Xantrex Technology In - 130,51¢

$ 18046: $ 579,43t

9. FINANCIAL ASSETS CARRIED AT COST - NONCURRENT

December 3.

200¢ 2007

% of % of
Carrying  Owner- Carrying  Owner-
Value ship Value ship
Domestic stock

WK Technology Fund I\Ltd. $  40,00( 1.¢ $  40,00( 1.¢
Twoway Catv Service In 36,45 54 36,45 54
WK Technology Fund VLtd. 25,00( 1.4 25,00( 1.4
Cosmative Broadbond Networks CLtd. 1,14« 1.t 1,14« 1.t
EVT Technology Co.Ltd. - 16.€ 2,117 16.€

102,59! 104,70t

Foreign stocks and func
Fei Hong Industrial CoLtd. 17,17t 10.c 17,17¢ 10.3
Hangzhou New Material Chroma CLtd. 9,34¢ 19.C 9,24: 19.C
Chromatex S./ 4,821 12.2 4,821 12.2
H & Q/Gai Incubation Fund, L. 2,53¢ - 4,01( -

Quality Source S./ 13:< 0.t 13:< 0.t
Prance System Technolc Co.,Ltd. - 51 - 51

34,01: 35,38

$ 136,60¢ $ 140,08

The above investments were measured at cost leetlaess had no quoted prices in an active market and
their fair value could not be reliably measured.

The Group recognized impairment losses of $2,hbligand in 2008 and $96,232 thousand in 2007 to
reflect an other-than-temporary decline in the gatf the investments in EVT Technology Co., Ltd.,
Twoway Catv Service Inc., Cosmative Broadbond Net&do., Ltd. and Prance System Technology Co.,
Ltd., etc.
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10. INVESTMENTS ACCOUNTED FOR BY THE EQUITY METHOD

December 3.
200¢ 2007
% of % of
Carrying  Owner- Carrying  Owner-
Value ship Value ship
Adlink Technology In. (listed $ 23504: 126 $ 238,29t 12.
DynaScan Technology Co 59,47¢ 26.¢ 73,05: 26.¢
$ 294,51 $ 311,34t

The Group’s investment in Adlink Technology Incasvaccounted for by the equity method becauseeof th
Group’s significant influence over the investegdemting and financial policy decisions.

The fair market values of Adlink Technology Inahich were measured at closing prices as of Decembe
31, 2008 and 2007, were as follows:

December 3.
200¢ 2007
Adlink Technology Inc. $ 237857 $ 473,686

On October 27, 2006, the Corporation’s board céalors resolved to incorporate a subsidiary, Saglee
Development Corp. (“San Eagle”), in the British ¢§fir Islands. Through San Eagle, the Corporation
bought all of the issued shares of Wei Kuang Menf Bc. from Scn Finance Corp. Wei Kuang Mech
Eng Inc. holds 100% shareholding & Mou Kuan Techgas (Nanjin) Co., Ltd. (“Mou Kuan Nanjin”) and
Wei Kuang Automatic Equipment (Nanjin) Co., LtdWe&i Kuang Nanjin”). Mou Kuan Nanjin will
assemble and sell factory conveyors and relatetersgsand render after-sales services. Wei Kuang
Nanjin will sell and maintain electronic equipmesmd factory conveyor systems. To strengthen the
business on Mainland China, the Corporation’s badrdirectors resolved on August 7, 2007 to inceeas
the investment in Wei Kuang Nanjin to US$1,000 sgand.

To strengthen the relationship with customers anldance customer service, the Corporation’s bofrd o
directors resolved on December 28, 2006 to estallilsi Kuang Automatic Equipment (Xiamen) Co., Ltd.
(“Wei Kuang Xiamen”) through San Eagle and Wei Kgidwhech Eng Inc. The planned investment would
amount to US$2,000 thousand. As of December 318, 20ie Corporation had remitted out an investment
amount of $50,763 thousand. Wei Kuang Xiamen séll and maintain electronic equipment and factory
conveyor systems.

To enhance the Corporation’s competitiveness, Gbeporation in December 2006, January 2007 and
January 2008 acquire 100% equity interest in Sih@wvn Electronic Co., Ltd. (“Silver Town”) from Eve
Growth Investment Holding Ltd., respectively. OsbFuary 29, 2008, the Corporation’s board of doesct
resolved to merge Silver Town on the record datardd 21, 2008, and directly hold 100% equity irdere
in Wei Kuang Automatic Equipment (Taiwan) Co., Ltadhich designs, manufactures, installs and tests
automated factory conveyor systems.

To integrate the software and hardware technatogfeautomated factory equipment, the Corporation
acquired 59.1% equity in Sajet Technology Inc. [8afor $47,132 thousand in February and MarcB7220
respectively. Corporation’s subsidiary, Chromaestment Co., Ltd., held the remaining 40.9% eqiuaity
Sajet. The Corporation thus directly and indinebiéld 100% equity interest in Sajet upon comptethme
acquisition. Sajet mainly provides total soluti@mmanufacturing information systems and thesgesys
were collocated with the Corporation’s sold produoh many occasions. Saject was liquidated on
September 15, 2008, and its subsidiary, Deep RedirdpCo., Ltd. was transferred to the Corporaiion
the process of distribution.
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Taiwan Wei Kuang, Mou Kuan Nanjin, Wei Kuang Nargind Sajet were acquired by the Corporation and
were accounted for by the purchase method.

The changes in 2008 and 2007 in the differencésdasm investment costs and the above investees’ net
asset values regarded as amortizable asset wirkoas:

Years Ended December &

200¢ 2007
Amortizable assets
Beginning balance $ 138,801 $ -
Additions 148,355 183,295
Amortization (64,371) (36,169)
Impairment losses recognized - (8,325
Ending balance $ 222,785 $ 138,801

The Corporation recognized an impairment loss&8&6 thousand in 2007 because of Sajet’s liquidati
which was completed in 2008.

The movements in 2008 and 2007 of the differerterden investment cost and net asset value regasded
goodwill were as follows:

Years Ended December &

200¢ 2007
Cost
Beginning balance $ 120,48 $ 6,482
Additions 8,47¢ 125,947
Impairment losses recognized - (11,947
Ending balance $ 128964 $ 120,488

The Group assessed the recoverable amounts oivgbod Mou Kuan Nanjin and Wei Kuang Nanjin and
recognized impairment losses of $11,941 thousa2007.

To expand the Corporation’s service scope, thep@ation’s board of directors resolved on Februafy
2007 to invest jointly with Raster Opto-MechatranfCo., Ltd. in Testar Electronic Corporation (“Tas},
which will test LED product. As of December 31,08) the Corporation had contributed $87,500
thousand and acquired 58.3% shareholding of Testar.

On December 27, 2007, the Corporation’s boardiretctbrs resolved to incorporate a subsidiary, Gtao
Japan Corp., in Japan to expand its foreign markéhroma Japan Corp. is mainly engaged in thessale
maintenance of electronic test instruments, etd,sdarted in August 2008. As of December 31, 2663

Corporation’s accumulated investment amount é&8,800 thousand Japanese dollar.
On April 24, 2008, the Corporation’s board of digs resolved to increase its investment in Chréitea

(Suchou) Ltd., through CHI Incorporation Ltd., by$i,500 thousand to expand its business in Chinth, a
the capital raise was completed on August 6, 2008.
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11.

12.

13.

The investment income (loss) recognized undeethety method in 2008 and 2007, which were caledlat
on the basis of the investees’ audited financialestents for the same reporting periods as thoskeof
Group, were as follows:

Years Ended December 31

2008 2007
Adlink Technology Inc. $ 29,39¢ $ 49,87
Dynascan Technology Corp. (13,57¢) 2,261
Sajet Technology Inc. - 857

$ 15,82: $ 52,99(

PROPERTY, PLANT AND EQUIPMENT
December 3.
200¢ 2007
Accumulated depreciatit
Buildings $ 421,958 $ 366,12
Machinery and equipmer 260,67¢ 204,14t
Miscellaneous equipme 465,72. 395,51:

$ 114835 $ 965,79

Under one- to two-year operating lease contréisesCorporation leasesbme floors of the office buildings
to others (mainly related parties, refer to Notg 2Rents were paid and collected monthly.

Wei Kuang Automatic Equipment (Taiwan) Co., Ltecognized an impairment loss of $2,968 thousand for
2007 on its dust-free factory, which was deemeduktof no future economic benefit.

SHORT-TERM BORROWINGS
December 31
2008 2007
Credit borrowings $839,000 $935,997
Interest rate (%) 1.75%-2.55% 2.35%-6.40%
Maturity August 5, 2009 August 13, 2008
SHORT-TERM BILLS PAYABLE
December 31
200¢ 2007
Commercial papt $100,00! $127,50
Interest rate 1.05% 1.797%-2.32%
Maturity January 22, 20CJanuary 28, 20(
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14. LONG-TERM BANK LOANS

Financial December 3: Collateral or
Type Institution Terms 200¢ 2007 Guarantee
Commercial Taishin Bills Revolving commercial paper issued $ 150,000 $ 150,000 -
paper Finance 1.85% interest rate; maturity -
Corporation November 16, 2009
Secure Far East Bar  Obtained on May 26, 2006; repaya 30,476 31,230 Buildings of
loans from May 2006 to June 2011 in equal Chroma Ate
monthly installments; 7.2% annual Inc. in
interest, payable monthly California
180,476 181,230
Less: Current portic 150,905 826

$ 29841 $ 180,404

15. SHAREHOLDERS’ EQUITY OF PARENT COMPANY
a. Capital surplus

Under the Company Law, capital surplus may ondy used to offset a deficit. Capital surplus,
generated from the excess of the issue price dnvepar value of capital stock, including the stock
issued for new capital, the buyback of treasurglstmerger and donation, may be transferred taaapi

as stock dividends within a certain amount onceeary But the capital surplus generated from
long-term investments accounted for by the equityhmd may not be used for any purpose.

b. Appropriation of earnings and dividend policy

The Corporation’s Articles of Incorporation prdeithat a 10% legal reserve should be set aside fro
the annual net income less any accumulated defidihe remainder, less special reserve based on
regulations or relevant laws, together with unappeted earnings of prior years, should be distetu

as follows:

1) Remuneration to directors and supervisors
2) Bonus to employees - 5%-20%
3) Dividends to shareholders

The Corporation distributes both cash and stookdehds, taking into account future capital
expenditure requirements and its cash position.wdver, the total of cash dividends paid in any give
year may not be less than 20% of total dividendgitluted in that year. The final amount, type and
percentage of the dividends are subject to acaraiimgs and capital requirements of the Corporation
a particular year.

The bonus to employees, directors and superviggrieh representing 13% of net income (net of the

bonus to employees, directors and supervisors) reegnized for the year ended December 31, 2008.
The amounts were estimated based on past expesientighe actual amounts subsequently resolved
by the shareholders differ from the proposed amgutiite differences are recorded in the year of
shareholders’ resolution as a change in accourgstgnate. If bonus shares are resolved to be
distributed to employees, the number of share®isrohined by dividing the amount of bonus by the

closing price (after considering the effect of casid stock dividends) of the shares of the day
preceding the shareholders’ meeting.
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A regulation issued by the Securities and FutuBeseau requires the setting aside from the
unappropriated earnings of a special reserve etpahny debit balance of an account under
shareholders’ equity. The balance of this spaeis¢rve is adjusted on the basis of the debit balan
of the shareholders’ equity account at year-end.

Legal reserve should be appropriated until tleemee equals the Corporation’s paid-in capital. e Th
reserve can only be used to offset a deficit. Wthenreserve exceeds 50% of the Corporation’s
paid-in capital, the excess can be distributed imslehds and bonus if there are no unappropriated
earnings, or the excess portion that is over 25%efCorporation’s paid-in capital can be distrdolias
stock dividends if there is no deficit.

Under the Integrated Income Tax System, ROC easidhareholders are allowed a tax credit for the
income tax paid by the Corporation. An imputatioredit account (ICA) is maintained by the
Corporation for such income tax and the tax crneds allocated to each shareholder.

The appropriations of the 2008 and 2007 earnimgposed by the Board of Directors and resolved by
the annual meeting of shareholders on June 13, 2008/1ay 30, 2007 were as follows:

Dividend Per Share
Appropriation of Earnings (NT$)
For Fiscal For Fiscal  For Fiscal For Fiscal
Year 2007 Year 200¢  Year 2007 Year 200¢

Legal reserve $ 153,77" $ 100,96
Remuneratio to directors and supervis 8,50( 6,80(
Bonus to employee- in stocl 51,52( 30,49:
Bonus to employee- in casl 77,28( 45,73¢
Stock dividend 183,30 112,000 $0.¢ $0.2
Cash dividenc 1,099,80! 700,00( 3.€ 2.t

$ 157417 $ 995,99(

Information on the bonus to employees, directargl supervisors is available on the Market
Observation Post System website of the Taiwan SExckange.

Treasury stock
(Shares in Thousands)

Beginning Sale Ending
Purpose of Buybacl Shares Purchase Dividend Transfer Shares

200¢
The Corporation’s shares held by subsidia 1,752 - 99 101 1,75(
To be transferred to employ: - 2,14 - - 2,14
1,752 2,14 99 101 3,89

2003
The Corporation’s shares held by subsidia 1,73 - 66 46 1,752
To be transferred to employs 11,00« - - 11,00¢ -
12,73¢ - 66 11,05( 1,752
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In 2008 the Corporation bought back 2,147 thodsshares of its outstanding stock for $44,633

thousand. In 2008 and 2007, Chroma Investment IGd.,sold 101 and 46 thousand shares of the
Corporation’s outstanding stock and recognizeda$iapgains of $4,027 thousand and $2,375 thousand,
respectively.

As of December 31, 2008 and 2007, the marketegabd the Corporation’s outstanding shares held by
its subsidiaries were $36,303 thousand and $114f8disand, respectively. These shares held by the
subsidiaries as investments are recorded as tyeataek, but the subsidiary has the same rights as
those of other common shareholders, except foicgaation in the Corporation’s raising of cash ¢api
and voting rights.

Under the Securities and Exchange Law, the blkybawunt of treasury stock should not exceed 10%
of total issued shares, and the buyback cost shootdexceed the sum of the retained earnings,
additional paid-in capital in excess of par valued aealized capital surplus. In addition, the
Corporation should not provide treasury stock dtal and should not exercise shareholdersitsigh
on those shares before their transfer.

Employee stock option plan

The staus of the outstanding employee stock ogiio 2008 and 2007 was as follows:

200¢ 2007
Number Number
Outstanding Exercise Outstanding EXxercise
Employee Stock Option (Thousancs)  Price  (Thousands)  Price

Outstanding balance, beginning of pe 11,59¢ $10.&-$12.¢ 15,217 $13.&$15.¢
Exercise: (2,18¢) $10.(-$12.¢ (3,617) $10.6-$15.¢
Expirec (1,367) $1C -
Outstanding balance, end of pe 8,04( 11,59¢

Information on the outstanding employee stockomstas of December 31, 2008 is as follows:

Number of Remaining
Outstanding Contractual  Shares

Issue Date Exercise Price  Shares Life Exercisable

Issue Date (NT$) (Thousands) (Years) (Thousands)
March 7, 200 $10C 892 0.1¢ 892
September 2, 20 $1C 2,97¢ 0.67 2,97¢
October 23, 20 $1C 4,17¢ 1.81 4,17¢
8,04( 8,04(

Based on the Corporation’'s Employee Stock Opfilam, the option rights are valid for seven yeais a
are exercisable starting from the second yearsofisce at the following percentages:

1) 50% of the option rights after the second ydassuance;
2) 75% of the option rights after the third yehissuance;
3) 100% of the option rights after the fourth iyebissuance.

In 2008, the highest price of the Corporationtsck was NT$77.00, and the lowest price was
NT$18.85.
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16. INCOME TAX

a. The reconciliation between income tax expersed on income before income tax at statutoryatex r
and current income tax expense was as follows:

Years Endec

December 3.
200¢ 2007
Tax on income before income tax at statutory té $ 357,73. $ 561,25¢
Add (deduct) tax effects of
Pernanent difference:
Investment incom- domestis (16,55:) (24,997)
Dividend income (6,90¢) (3,940)
Gain on disposal of marketable secur (5,37%) (16,85¢)
Realized investment Ic (2,34%) (9,84%)
Valuation loss on financial ass 1,81¢ -
Tax-exempt incom (26%) -
Othel 1,821 (7,52¢)
Temporary difference: 14,87 (16,09¢)
Additional income tax under ttAlternative Minimum Tax Ac 15C 23t
Tax on unappropriated earnings (1( 44¢ 3,181
Investment tax credi (150,08:) _ (108,14.)
Current income tax expens $ 195,31t $ 377,26t

b. Income tax expense was as follows:

Years Endec

December 3.
200¢ 2007
Current income tax exper $ 195,31t $ 377,26t
Deferred income taxe 3,97¢ (3,157%)
Accrual of thepossible tax effect of tax reexamina 5,36¢ -
Prior year’s adjustme (6,582) (12,402)
Income taxexpens $ 198,07 $ 361,70°

c. Deferred income tax assets (liabilities) aBDetember 31, 2008 and 2007 were as follows:

December 3.
200¢ 2007

Investment income on foreign investirs accounted for by the equ

method $ (36,445)% (43,238)
Unrealizecgains on intercompany transacti 17,24¢ 17,54«
Loss carryforwarc 17,22 40,07
Impairment loss 15,56( 20,03:
Allowance for loss olinventorymarket price decline and sl-moving

inventories 9,767 15,338
Investment tax credi 8,42¢ -
Accrued pension cost 8,42: 11,01(

(Continued)
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December 3.

200¢ 2007
Unrealized gain on financial instrumer $ - $ (7,15%)
Depieciation - 8,85¢
Othel 1,21( 3,411

41,41: 65,87
Less allowance for valuatio 11,59: 38,95(

$ 20811 $ 26,92

Deferred income tax asse
Curren $ 29,46¢ $ 35,31
Noncurrent 14,74: 10,75(

$ 4420° $ 46,06:

Deferred income tax liabiies - noncurrer $ 1439 $ 19,13¢
(Concluded)

As of December 31, 2008, the Corporation’'sretarns through 2006 had been examined by the tax
authorities. However on the 2005 and 2006 retuhesCorporation’ use of the salaries of research an
development employees to claim tax credits wasagoepted by the tax authorities. The Corporation
disagreed with the tax authorities’ decision angliad for the re-examination of its returns.
Nevertheless, in consideration of the conservatjaideline, the Corporation has made a provision for
any tax assessment by the authorities.

Integrated income tax information is as follows

December 3.
200¢ 2007
Balance of imputation credit account (IC $ 199,16¢ $ 172,03

The expected and actual creditable ratios for 2088 and 2007 earnings appropriation of the
Corporation were 14.43% and 23.15%, respectively.

The ratio for the imputation credits allocatedst@reholders of the Corporation is based on tlenba
of the ICA as of the date of dividend distributionThe expected creditable ratio for the 2008 egin
may be adjusted, depending on the ICA balance @ddle of dividend distribution.

As of December 31, 2008, there were no unapjatga earnings generated before January 1, 1998.
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17. EARNINGS PER SHARE

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

Amounts (Numerator) EPS
Before After Share: Before  After
Income Income (Denominator) Income Income
Tax Tax (Thousands Tax Tax
200¢
Basic EP:

Income of common sharehold $ 1,262,705 $ 1,104,163 327,283 $ 386% 3.38
Add: Effect of dilutive employe

stock option - - 7,538
Bonus to employe: - - 6,458
Diluted EP

Income of common shareholde
with dilutive effect of potential
common shares $ 1,262,705 $ 1,104,163 341279 $ 370 $ 3.24

200

-1

Basic EP:
Income of common sharehold $ 1,801,300 $ 1,537,753 317,175 $ 568% 4.85
Add: Effect of dilutive employe
stock option - - 11,713

Diluted EP!¢
Income of common shareholde
with dilutive effect of potential
common shares $ 1,801,300 $ 1,537,753 328888 $ 548 $ 4.68

The Accounting Research and Development Foundasened Interpretation 2007-052 that requires
companies to recognize bonuses paid to employéestats and supervisors as compensation expenses
beginning January 1, 2008. These bonuses werépsdy recorded as appropriations from earning$. |
the bonus to employees is in the form of cash aresh) the Corporation should presume that theeentir
amount of the bonus will be settled in shares &edrésulting potential shares should be includethén
weighted average number of shares outstandinginsideé calculation of diluted EPS, if the sharegeha
dilutive effect. The number of shares is estimabgddividing the entire amount of the bonus by the
closing price of the shares at the balance sh¢et d&uch dilutive effect of the potential shareeds to be
included in the calculation of diluted EPS untiketshareholders resolve the number of shares to be
distributed to employees at their meeting in tHlefang year.

The average number of shares outstanding for BR8lation was adjusted retroactively for the issgaof
stock dividend and bonus, resulting in decreasdldrbasic and diluted EPS after income tax forytmr
ended December 31, 2007 from NT$5.22 to NT$4.85f@md NT$5.03 to NT$4.68, respectively.

18. PENSION PLAN

The pension plan under the Labor Pension Act‘tR&\") is a defined contribution pension plan. Rds

on the LPA, the rate of the monthly contributiorfstite Corporation and its ROC subsidiaries to the
employees’ individual pension accounts is at 6%manthly salaries and wages. Subsidiaries in the
People’s Republic of China take part in the defirmohtribution pension plan provided by the local
government, to which the subsidiaries make morghhtributions.
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Based on the defined benefit plan under the L&hsjpn benefits are calculated on the basis ofetingth

of service and average monthly salaries of thergirths before retirement.  The Corporation contéb
amounts equal to 4% of total monthly salaries alageg to a pension fund administered by the pension
fund monitoring committee. The pension fund isalted in the Bank of Taiwan (the Central Trust of
China merged with the Bank of Taiwan in July 200ith the Bank of Taiwan as the survivor entity)tfire
committee’s name.

Other information on the defined benefit pensitanps summarized as follows:
a. Pension cost

Years Ended

December 3.
200¢ 2007
Service cos $ 834 $ 9,040
Interest cos 8,94: 8,131
Projected return on pension as (6,227) (5,586)
Amortizatior 1,53( 1,530
Pension cos 12,60( $ 13,115
b. Reconciliation of the fund status of the plad accrued pension cost
December 3.
200¢ 2007
Benefit obligatiol
Vested benefit obligatic $ 29,51! $ 106,256
Non-vested benefit obligatic 208.46: 116,932
Accumulated benefit obligatit 237,97 223,188
Additional benefits based on future sale 42,00t 51,989
Projected benefit obligati 279,97 275,177
Fair valueof plan asse (202,46:) _ (191,422
Funded statt 77,51¢ 83,755
Unrecognized net prior service ¢ (15,29¢) (16,828)
Unrecognized net gain or Ic 10,33¢ 7,055
Accrued pension cos $ 7255 $ 73,982
c. Actuarial assumptions
200¢ 2007
Discount rate used in determining present vi 2.25% 3.25%
Future salary increase r 1.50% 2.00%
Expected rate of return on plan as 2.25% 3.25%

Years Ended

December 3.

20(8 2007
d. Contributions to the fur $ 1399 $ 14561
e. Payments from the fui $ 6,87 $ R
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19. LABOR COST, DEPRECIATION AND AMORTIZATION EXPEN SE

200¢ 2007
Classified a: Classified a: Classfied as Classified a:
Operating  Operating Operating  Operating
Costs Expense Total Costs Expense Total
Labor cos
Salan $ 279,11. $ 866,870 $ 1,14598 $ 269,269 $ 584,992 $ 854,261
Labor and heall
insurance 19,176 52,353 71,529 10,952 39,892 50,844
Pension 14,24: 34,30: 48,54¢ 12,515 39,353 51,868
Othel 17,22; 46,12: 63,34¢ 12,369 21,387 33,756
$ 329,750 $§ 999.65: $ 1,32940t $ 305,105 $ 685,624 $ 990,729
Depreciatiol $ 54,02 $ 161,17 $ 21519 $ 55,248 $ 115560 $ 170,808
Amortizatior - 65,50: 65,50: - 54,435 54,435

20. RELATED-PARTY TRANSACTIONS

a. The related parties and relationships withGhaup were as follows:

Related Party

Relationship with the Group

DynaScan Technology Corp. (“DynaScan Technolc
Adlink Technology Inc. (“Adlink”

EVT Technology Co.Ltd. (EVT)

DynaScan Electronics (Shanghai) (Ltd. (“DynaScan
Shanghai”)

DynaScan Technology Inc. (“DynaS(U.S.A.")

Mou Kuan Industry CoLtd. (“Mou Kuan Inc”)

Equity-method investee of the
Corporation

Equity-method investee of the
Corporation

Same chairman as the Corporation’s

Subsidiary of DynaScan Technology

Subsidiary of DynaScan Technology

Mou Kuan Inc and Wei Kuang
Automatic Equipment Co., Ltd. have
the same general manager

b. Significant transactions with related parties summarized below:

The related-party transactions were conducte@munormal terms unless specified otherwise.

1) Sale:
DynaScan Technolo

Adlink
EVT
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Years Ended December &

200¢ 2007

Amount % Amount %

$ 6,52 - $ 10,708 -
277 - 1,095 -
36 - 1,440 _ -
$  6,84( - $ 13243 -




Years Ended December &
200¢ 2007
Amount % Amount %

2) Purchas
Adlink $ 27,33 - $ 55127 1
Mou Kuan Inc 33,96: - 15,286 -
$ 61,92/ - $ 70413 1
3) Rental incom
DynaScan Technolo $ 265 9 % 3,553 14

The Corporation leased out some floors of thidimgs in Hwa-Ya Technical Park in Lin-Kou to
the above related party under an operating leas@am, and this lease was based on market prices.
Rents were paid and collected monthly.

Years Ended December &
200¢ 2007
Amount % Amount %

4) Notes receivble

DynaSca U.S.A. $ - - $ 1622 4
5) Accounts receivab
DynaScan Technoloi $ 7,311 - $ 5725 -
DynaScan Shangt - - 15,095 1
EVT - - 1,508 -
Othel 154 - 137 -
$ 7468 _ - $ 22465 1
6) Other current asse- other receivable
DynaScan Technolo $ 424 - $ 1,072 1
7) Notes payable
Mou Kuan Inc 16,65( _ 17 $ 5,215 0
8) Accounts payab
Adlink $ 25C - $ 10,325 1
DynaScan Technolo 30 - 15,000 1
$ 28C - $ 25325 2
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c. Compensation of directors, supervisors and gemant personnel

Salarie

Incentive:

Special compensati
Bonus

Years Ended December 31

2008 2007
$ 38,410 $ 33,812
5,085 5,232
18,050 18,233
26,752 80,841

$ 88,297 $ 138,118

The compensation of directors, supervisors antagement personnel for the year ended December 31,
2007 included the bonuses appropriated from easniimg 2007 which had been approved by
shareholders in their annual meeting held in 2008.

21. ASSETS PLEDGED

The assets pledged as collaterals for bank laash$aa product warranty were as follows:

Property, plantand equipment, ne
Pledged time depos

22. FINANCIAL INSTRUMENTS

a. Fair value

Non-derivative financial instruments

Assets
Financial assets carried at cost -
noncurrent

Derivative financial instruments

December 31

2008 2007
$ 825983 $ 833,633
12,448 1,237

$ 838431 $ 834,870

December 3.
2008 2007
Carrying Carrying
Value Fair Value Value Fair Value
$ 136,608 $ 140,087
None

b. The methods and significant assumptions apptiedetermining fair values of financial instrument

were as follows:

1) Short-term financial instruments - the cargyivalue reported in the balance sheets approximates
the fair value of these assets, including casheivables, pledged time deposits, short-term
borrowings, short-term bills payable and payablesabse of the short maturities of these

instruments.

2) Financial assets at fair value through profitoss and available-for-sale financial asset®dtam
quoted prices in an active market on the balaneetsiate.
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3) Because there is no active market, the fdiresof investments carried at cost are not disclos

4) Long-term loans include long-term bank loamnl @evolving commercial paper; the former’s fair
value is based on the discounted present vafluexpected cash flows and the latter’s is based on
the carrying values because of their short magriti

c. The fair values of financial assets and litib#i were not simultaneously determined by quotezepn
active markets and by estimations using valuatchrique.

d. As of December 31, 2008 and 2007, the finanagdets exposed to cash flow interest rate risk
amounted to $975,481 thousand and $1,003,923 thdussspectively. As of December 31, 2008 and
2007, the financial assets exposed to fair valterast rate risk amounted to $12,448 thousand and

$1,237 thousand, respectively. As of DecembeR8@8 and 2007, the financial liabilities exposed to
fair value interest rate risk amounted to $1,126 wusand and $1,244,727 thousand, respectively.

e. Financial risks:

1) Market risk
The Group’s foreign-currency assets and liabsitire exposed to exchange rate risks; fair valties
long- and short-term borrowings with fixed interestes are exposed to interest rate risks; and fair
values of financial assets at fair value througbfipor loss and available-for-sale are exposed to
price risk.

2) Creditrisk
Credit risk represents the potential impactit@ricial assets that the Group might encounter if
counter-parties or third parties breach the cotgracThe credit risk amount listed above is an
evaluation over the contracts with positive failugaat the balance sheet date. The Group’s credit
risk exposure as of December 31, 2008 and 2007 tette considered zero because all of the
counter-parties are reputable financial institugionith good credit ratings.

3) Liquidity risk

The Group has sufficient operating capital teetmeash demand and is free from the liquidity risk
arising from contract defaults by counter-partiefirtancial instrument contracts.

4) Cash flow risk resulting from changes of iptdrrate
The Group’s long and short-term debts with fixetrest rates are not exposed to cash flow risk
resulting from changes of interest rate.
23. ADDITIONAL DISCLOSURES

Following are the additional disclosures requibgdthe Securities and Futures Bureau for the Catjmor
and its investees:

a. Financing provided: Table 1 (attached).
b. Endorsement/guarantee provided: Table 2 @tic

c. Marketable securities held: Table 3 (attached)
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Marketable securities acquired and disposeat obsts or prices of at least $100 million or 26Bthe
paid-in capital: Table 4 (attached).

Acquisition of individual real estate at cosefsat least $100 million or 20% of the paid-in dapi
None.

Disposal of individual real estate at pricesbfeast $100 million or 20% of the paid-in capitaNone.

Total purchase from or sale to related padim@sunting to at least $100 million or 20% of thédga
capital: Table 5 (attached).

Receivable from related parties amounting teast $100 million or 20% of the paid-in capitalTable
6 (attached).

Names, locations, and related information afestees on which the Corporation exercised sigmific
influence: Table 7 (attached).

Derivative transactions: Note 5.

Investment in Mainland China:

1) Investee company name, the description of ptieary business activity and products, issued
capital, nature of the relationship, capital inflaw outflow, ownership interest, gain or loss on

investment, amounts received on investment, antinti@tion on investment: Table 8 (attached).

2) Significant direct or indirect transactionsttwihe investee company, prices, payment terms, and
unrealized gain or loss: Table 1 and Table 5¢hé#d).

Business relationship and significant intercamyp transactions for year ended December 31, 2008:
Table 9 (attached).

Business relationship and significant intercamptransactions for the year ended December 37: 20
Table 10 (attached).

24. SEGMENT INFORMATION

a.

Industry

The industry information is as follows:

2008
Special Test Automatic Adjustment
Material Instrument Equipment and
Department Department Department Other Elimination  Consolidated
Net sales to third-party
customers $ 7,053,280% 4,518,323 $ 584,837 $ 71,253 $ - $ 12,227,69
Net sales to related parties - 2,322,69. 213,30t 3,391 (2,539,391 -

Total operating revenue 7,053,28! 6,841,01 $ 798,14. $ 74.64: $ (2,539,39)) $§ 12,227,69
(Continued)
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2008

Special Test Automatic Adjustment
Material Instrument Equipment and
Department Department Department Other Elimination  Consolidated
Segment income 85,36¢ 1,041,07: 113,70t 2958)$  (7,85%) $ 1,202,71
Interest income 8,37(
Income from long-term
equity investment, net 15,822
General gain and income 152,18¢
Interest expense (34,72¢)
General loss and expense 48,46¢)
Income before income tax 1,295,89
Identifiable assets $ 108225 $ 6,039,553 $ 630,97t $ 1,04390 $ (771,217) $ 8,025,44
Financial assets at fair vall
through profit and loss 22,547
Long-term investments _ 611,59:
Total assets 8,659,58!
Depreciation and
amortization $ 2871 $ 239,285 $ 6,680 $ 26,079 $ 5,783 $ 280,698
(Concluded)
2007
Special Test Automatic Adjustment
Material Instrument Equipment and
Department Department Department Other Elimination  Consolidated
Net sales to third-party
customers $ 6,963,414 4,546,778 $ 1,037,767 $ 82,061 $ - $ 12,630,020
Net sales to related parties - 2,880,070 60,220 35,422 (2,975,712 -

Total operating revenue $ 6963418 7,426,848 $ 1,097,987 $ 117,483 $ (2,975,712 $ 12,630,020

Segment income $ 133,06 1,619,710 $ 199,583 $ 21,392 $ (13,716 $ 1,960,037
Interest income 9,765
Income from long-term

equity investment, net 52,990
General gain and income 186,164
Interest expense (36,446)
General loss and expense (215)959
Income before income tax $ 1,956,551
Identifiable assets $ 1820538 7,357,879 % 628,085 $ 402,086 $ (1,342,68) $ 8,865,902
Financial assets at fair vall

through profit and loss 28,574
Long-term investments 1,030,873
Total assets $ 9,925,349

Depreciation and
amortization $ 2,237% 214,322 $ 4318 $ 5982 $ - $ 226,859
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b. Operations by geographic area

2008
Adjustment
and
Asia Domestic Other Elimination Consolidated

Net sales to unaffiliated customers $ 1,894,31! $ 9,573,665 $ 759,03 $ - $12,227,69
Net sales to related parties 159,94( 2,295,89 83,63 _(2,539,39) -
Total operating revenue $ 2,054,25 $11,869,50 $ 843,32: $(2,539,39) $12,227,69
Segment income $ 61,86( $ 1,131,24( $§ 17.46¢ $ (7,85%) $ 1,202,71
Interest income 8,37(
Income from long-term equity

investment, net 15,822
General gain and income 152,18¢
Interest expense (34,72¢)
General loss and expense (48,46¢)
Income before income tax $ 1,295,89
Identifiable assets $ 1,316,21. $ 6,22847 $ 1,252,06 $ (771,21°) $ 8,025,44
Financial assets at fair value through

profit or loss 22,547
Long-term investments 611,59:
Total assets $ 8,659,58

2007
Adjustment
and
Asia Domestic Other Elimination Consolidated

Net sales to unaffiliated customers $ 2,513,7899,354,711 $ 761,570 $ - $12,630,020
Net sales to related parties 125,814 2,835,721 14,177 _ (2,975,712 -

Total operating revenue

Segment income

$ 107,86% 1,873,045 $

(7,155 $

$ 2,639,55812,190,432 $ 775,747 $ (2,975,712 $12,630,020

(13,719 $ 1,960,037

Interest income

Income from long-term equity
investment, net

General gain and income

Interest expense

General loss and expense

Income before income tax

Identifiable assets

Financial assets at fair value through
profit or loss

Long-term investments

Total assets
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9,765

52,990

186,164
(36,446)
(215)959

$ 1,956,551
$ 1,679,62% 7,129,483 $ 1,399,479 $(1,342,68) $ 8,865,902

28,574

1,030,873

$ 9,925,349



C.

Export sales

2008 2007
% of Net % of Net
Operating Operating
Geography Amount Revenue Amount Revenue
Asia $ 1,894,315 15 $ 2,513,739 20
Other 759,693 6 761,570 6
$ 2,654,008 $ 3,275,309
Customers each accounting for at least 10%eofdtal revenues
2008 2007
% of Net % of Net
Operating Operating
Customer Amount Revenue Amount Revenue
A $ 2,409,900 20 $ 3,417,877 27
B 1,941,480 16 1,700,153 14

4,351,380 6 $ 5,118,030 1
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TABLE 1

CHROMA ATE INC. AND SUBSIDIARIES

FINANCING PROVIDED
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars, unless State@therwise)

Collateral Financing Financing
. . Financial Maximum . Financing . Reasons for| Limit for Each | Company’s

No. COQ”ZQC'R%me Counter-party Statement |Balance for the| IBEQI(:r?c?e Inlt?eggst Provided Tfnqzi%ttlgn Short-term Allg\;vdarg)csbior tem value Borrowing Financing

pany Account Period (Note 3) Financing Company |Amount Limits
(Note 1) (Note 2)
0 |Chroma Ate Inc. (thChroma (Shanghai) Trading Co., |Other receivable $ 7,145 $ 181 - 1 $ 20,43¢ - $ - - $ - | $ 605,69( $ 2,422,76!
“Corporation”) Ltd.

Chroma Ate Inc. (U.S.A.) Other receivable 40C - - 1 485,03: - - - - 605,69( 2,422,761

Note 1: Based on 10% of the net value of the Cartpam ($6,056,899 x 10% = $605,690).
Note 2: Based on 40% of the net value of the Carpmm ($6,056,899 x 40% = $2,422,760).
Note 3: Financing provided:

1. For transaction.

2. For short-term financing.
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CHROMA ATE INC. AND SUBSIDIARIES

ENDORSEMENT/GUARANTEE PROVIDED
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars or Foreign Curency)

TABLE 2

Counter-party

Limits on Each

Ratio of Accumulated

Maximum

Endorsement/ Counter-party’s Maximum _ Amount of CoIIatera[ Collateral/Guarantee
No. Guarantee Provider Name Nature of Relationship Endorsement/ Balance for the Ending Balance | Value of Collateral|to Net Equity Shown in Amounts Allowable
Guarantee Amount Period the Latest Financial (Note 2)
(Note 1) Statements
0 |Chroma Ate Inc. (thr  |Chroma Ate Inc. (U.S.A Subsidiar NT$908,53! US$2,00( US$2,00( $ - 1.08% $1,817,07
“Corporation”) (NT$65,600) (NT$65,600)

Note 1: According to Regulation of the “Procedufes Endorsement/Guarantee and lending of Funds, Glorporation limits the endorsement/guarantee amoun each entity to within 15% of the net valuetb& Corporation
($6,056,899x15%=%$908,535) and the capital issueleoéntity endorsed/guaranteed, but 100% helddiabgis not limited by the regulation.

Note 2: According to Regulation of the “Procedurfss Endorsement/Guarantee and Lending of Fundsk @orporation limits the endorsement/guarantee amawithin the 30% of the net value of the Corpamati
($6,056,899x30%=%$1,817,070).

Note 3: The above amounts were translated into Newan dollars at the prevailing exchange rate 8$U=-NT$32.8 as of December 31, 2008.
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CHROMA ATE INC. AND SUBSIDIARIES

MARKETABLE SECURITIES HELD
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars or Foreign Curency)

TABLE 3

December 31, 2008
Holding Company Name Marketable Securities Type andssuer Rslathnshlp with the Financial Statement Account Shares/Units Carrying Value Percentage of Market Value or Note
olding Company . Net Asset Value
(Thousands) Ownership
Chroma Ate Inc. (the Stocks
“Corporation”) I-Sheng Electric Wire & Cable Caid. - Financial assets at fair value 316 NT$ 6,939 - NT$ 6,939 | Note 1

through profit or loss - curren

DynaColor, Inc. - Available-for-sale financial 7,760 147,449 8.5 147,449 Note 1
assets-noncurrent

Chunghwa Telecom Co., Ltd. - Available-for-saleeficial assets 617 33,015 - 33,015| Note 1
- noncurrent

Neworld Electronics Ltd. Subsidiary Investment@atted for by the 64,013 565,532 100.0 565,026 Note 2
equity method

Chroma New Material Corporation Subsidiary Investiraccounted for by the 25,000 537,064 100.0 536,092 Note 2
equity method

Adlink Technology Inc. Equity-method investee Ietraent accounted for by the 14,329 235,043 12.8 237,857 Note 1
equity method

San Eagle Development Corp. Subsidiary Investraecunted for by the 2,050 232,828 100.0 247,080 Note 2
equity method

Wei Kuang Automatic Equipment Co., LtdSubsidiary Investment accounted for by the 10,000 176,711 100.0 176,711 Note 2
equity method

CHI Incorporation Ltd. Subsidiary Investment aauiad for by the 3,830 131,337 100.0 131,074 Note 2
equity method

Testar Electronic Corporation Subsidiary Investhaatounted for by the 8,750 74,742 58.3 75,537 Note 2
equity method

Chroma Ate Europe B.V. Subsidiary Investment anted for by the 1 71,984 100.0 70,517| Note 2
equity method

DynaScan Technology Corp. Equity-method investee nvedtment accounted for by the 11,455 59,476 26.9 57,708  Note 2
equity method

Chroma Investment Co., Ltd. Subsidiary Investnaaebunted for by the 14,000 58,167 100.0 94,324  Note 2
equity method

Chroma Ate Inc. (U.S.A)) Subsidiary Investmentaaoted for by the 1,000 50,536 100.0 54,321 Note 2
equity method

Sensational Holding Ltd. Subsidiary Investmentacdted for by the 1,200 43,991 100.0 44,992 Note 2
equity method

Chen Hwa Technology Inc. Subsidiary Investmenbanted for by the 585 32,887 100.0 34,519 Note 2
equity method

Deep Red Holding ColLtd. Subsidiar Investment accounted for by t 21t 14,58¢ 100.( 16,15« |Note 2
equity method

Nova Electronics, Inc. Subsidiary Investment aoted for by the 6,169 12,222 99.9 12,979 Note 2
equity method

(Continued)
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December 31, 2008
Holding Company Name Marketable Securities Type andssuer Rﬁlathnshlp with the Financial Statement Account Shares/Units Carrying Value Percentage of Market Value or Note
olding Company . Net Asset Value
(Thousands) Ownership
Chroma Japan Corp. Subsidiary Investment accodatdny the - NT$ 901 100.0 NT$ 2,829 | Note 3
equity method
WK Technology Fund IV Ltd. - Financial assets @airat cost - 4,000 40,000 1.9 -
noncurrent
Twoway Catv Service Inc. - Financial assets cdraiecost - 3,284 36,451 5.4 -
noncurrent
WK Technology Fund VI Ltd. - Financial assets @atrat cost - 2,500 25,000 14 -
noncurrent
Chromatex S.A. - Financial assets carried at cost - 18 4,821 12.2 -
noncurrent
H&Q/GAI Incubation Fund L.P. - Financial assetsrieal at cost - - 2,536 - -
noncurrent
Quality Source S.A. - Financial assets carriecbat - - 133 0.5 -
noncurrent
EVT Technology Co., Ltd. - Financial assets cargecost - 497 - 16.6 -
noncurrent
Chroma Investment Co., Ltd| Fund
Taishin Lucky Bond Fund - Financial assets atvalue 1,139 12,073 - 12,073| Note 4
through profit or loss - curren
Stocks
Adlink Technology Inc. - Financial assets at faifue 119 1,977 - 1,977 | Note 1l
through profit or loss - curren
Greatek Electronics Inc. - Financial assetsiatvtdue 37 697 - 697 | Note 1
through profit or loss - curren
Inotera Memories, Inc. - Financial assets atvalue 53 427 - 427 | Note 1
through profit or loss - curren
Taishin Holdings - Financial assets at fair value 75 434 - 434 | Note 1
through profit or loss - curren
Chroma Ate Inc. The Corporation Available-for-sfitencial assets 1,750 36,303 - 36,303| Note 1
- noncurrent
Quick Win Limited Subsidiary of Chroma  |Investment accounted for by the 1,500 3,474 100.0 Uss$ 106] Note 2
Investment Co., Ltd. equity method
Fei Hong Industrial Co., Ltd. - Financial assetgied at cost - 4,174 17,175 10.3 -
noncurrent
Cosmactive Broadband Networks Co., Ltd. - Findrasaets carried at cost - 476 1,144 15 -
noncurrent
Global Mixed-mode Technology Inc. - Financialetscarried at cost - 111 - 51 -
noncurrent
Deep Red Holding Co., Ltd. | Sajet System Techno(@&wzhou) Co., LtdSubsidiary of Deep Red |Investment accounted for by the - US$ 492 100.0 RMB 3,358 | Note 2
Holding Co., Ltd. equity method
(Continued)
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) o December 31, 2008
Holding Company Name Marketable Securities Type andssuer Relationship with the Financial Statement Account Shares/Units Carrying Value Percentage of Market Value or Note
Holding Company . Net Asset Value
(Thousands) Ownership
Neworld Electronics Ltd. Stock
Chroma Electronics (Shenzhen) Co., Ltd Subsidwtyeworld Investment accounted for by the - HK$ 76,151 100.0 RMB 67,324| Note 2
Electronics Ltd. equity method
Chroma Electronics (Shanghai) Co., Ltd. Subsidéhyeworld Investment accounted for by the - HK$ 4,637 100.0 RMB 4,099 | Note 2
Electronics Ltd. equity method
Chen Hwa Technology Inc. Stocks
Chroma (Shanghai) Trading Co., Ltd. Subsidiargbén Hwa | Investment accounted for by the - US$ 653 100.0 RMB 4,458 | Note 2
equity method
Hangzhou New Material Chroma Co., Ltd. - Finanegsets carried at cost - - US$ 286 19.0 -
noncurrent
CHI Incorporation Ltd. Stocks
Chroma Ate (Suzhou) Ltd. Subsidiary of CHI Investrnaccounted for by the - Uss$ 3,977 100.0 RMB 27,135| Note 2
equity method
San Eagle Development Corfstocks
Wei Kuang Mech Eng Inc. Subsidiary of San Eaglg nvestment accounted for by the 4,475 Uss$ 7,515 100.0 Uss$ 7,515 Note 2
equity method
Wei Kuang Mech Eng Inc. Stocks
Mou Kuan Technologies (Nanjin) Co., LtdSubsidiary of Wei Kuang (Investment accounted for by the - US$ 2,635 100.0 RMB 10,791| Note 2
Mech Eng Inc. equity method
Wei Kuang Automatic Equipment (NanjinSubsidiary of Wei Kuang |Investment accounted for by the - Uss$ 3,076 100.0 RMB 21,195| Note 2
Co., Ltd. Mech Eng Inc. equity method
Wei Kuang Automatic Equipment (Xiame|Subsidiary of Wei Kuan |Investment accounted for by t - US¢ 1,80« 100.C RMB 13,03¢ |Note -
Co., Ltd. Mech Eng Inc. equity method
Note 1: Based on the closing price as of Decer@be2008.
Note 2: Based on the net value of audited findrstzdiements.
Note 3: Based on the net value of not auditechfired statements.
Note 4: Based on the net asset value of the faraf Becember 31, 2008. (Concluded)
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TABLE 4

CHROMA ATE INC. AND SUBSIDIARIES

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

YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars/Thousands of Uts)

. ) ) Beginning Balance Acquisition Disposal . Ending Balance
Marketable Securities Type and|  Financial Statement Nature of - - Equity
Company Name Counter-party - . Shares Shares Shares Carrying Gain (Loss) - Shares
Issuer Account Relationship (Thousands) Amount (Thousands) Amount (Thousands) Amount Value on Disposal Adjustment (Thousands) Amount
Chroma Ate Inc Stock

Silver Town Electronic Co., Ltd. | Investment acctmehfor |Ever Growth - 29 |$ 337,37 21 |$ 23¢00C -8 -8 -8 - |$ (576,37) -8 -

by the equity method | Investment
Holding Ltd.

Xantrex Technology Inc. Available-for-sale - - 42¢ 85,79¢ - - 42¢ 125,52: 85,79¢ 39,72¢ - - -
financial assets -
noncurrent

_44 -




TABLE 5

CHROMA ATE INC. AND SUBSIDIARIES

TOTAL PURCHASE FROM OR SALE TO RELATED PARTIES AMOU NTING TO AT LEAST $100 MILLION OR 20% OF THE PAID-I N CAPITAL
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars)

) . . Notes/Account:
Transaction Details Abnormal Transaction )
. . Receivable (Payable)
Company Name Related Party Nature of Relationship Purchase %o Ending %Mo Note
(Sale) Amount Total Payment Terms Unit Price Payment Termsg Balance Total
Chroma Ate Inc. he “Corporation) [Neworld Electronicdtd. Subsidiary Sale $ (1,39€,36() (34) |Within 90 days Note 1 - $ 211,98 18 -
Neworld Electronicdtd. The Corporatio Parent compar Purchas 1,39¢,36C 10C |Within 90 days Note 1 - (211,98¢)| (10C) -
The Coporatior Chroma Ate Inc. (U.S.A Subsidiar Sale (485,03¢) (12) |Within 90 days Note 1 Note 2 103,81° 9 -
Chroma Ate Inc. (U.S.A The Corporatio Parent compar Purchas 485,03: 10C |Within 90 days Note 1 Note2 (103817)| (100C) -
The Corporatio Chroma Europe Subsidiar Sale (125,357) (3) |Within 90 days Note 1 - 106,76° 9 -
Chroma Europe The Corporatio Parent compar Purchas 125,35: 10C |Within 90 days Note 1 - (106,767)| (10C) -

Note 1: The prices were determined after takimgstling and post-sale service expenses into dersion.

Note 2: The collection periods of about 12 montiese longer than those for third parties.
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CHROMA ATE INC. AND SUBSIDIARIES

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LE AST $100 MILLION OR 20% OF THE PAID-IN CAPITAL
DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars)

TABLE 6

Nature of . Overdue Amount Received ir] Allowance for Bad
Company Name Related Party Relationship Ending Balance|  Turnover Rate Amount Action Taken Subsequent Period Debts
Chroma Ate Inc Neworld Electronicdtd. Subsidiar $ 211,98 3.11 $ - - $ 79,54 $ -
Chroma Ate Europe B. Subsidiar 106,76 1.82 - - 25,23¢ -
Chroma Atelnc. Subsidiar 103,81 2.52 - - 4,31( -
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CHROMA ATE INC. AND SUBSIDIARIES

NAMES, LOCATIONS, AND OTHER INFORMATION OF INVESTEE S ON WHICH THE COMPANY EXERCISES SIGNIFICANT INFLUE NCE
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars or Foreign Curency)

TABLE 7

Investment Amount Balance as of December 31, 2008 Net Income Investment
Investor Investee Location Main Businesses and Bducts December 31, | December 31, Shares Percentage of Carrying Value (Loss) of the Gain (Loss) Note
200¢ 200¢ (Thousands Ownership ying Investee
Chroma Ate Inc. Neworld Electronics Ltd. Hong Kong Sale and maintenance of electronic test instrunetots us$ 8,213 US$ 8,213 64,013 100.0 $ 565,537 $ 29,764 29,827
(the “Corporation”) Chroma New Material Corpooeti Taoyuan, Taiwan Sale and processing of gold wire NT$ 480,715/ NT$ 480,715 25,000 100.0 537,064 36,550 35,750
Adlink Technology Inc. Taipei, Taiwan Manufactugiprocessing and retailing of software/hardwareosfiputers | NT$ 82,325|NT$ 82,325 14,329 12.8 235,043 248,774 29,398
and peripherals
San Eagle Development Corp. British Virgin Islands Investment NT$ 186,514|NT$ 186,514 2,050 100.0 232,829 36,013 21,761
Wei Kuang Automatic Equipment Co., Ltd. Hsinchu sipe, manufacturing, installment and testing obauated factory conveygiNT$ 533,000 NT$ 294,000 10,000 100.0 176,713 61,958 58,446 1
systems
CHI Incorporation Ltd. British Virgin Islands Test inductance, capacitance and resistance, aadsphrts Us$ 3,830 US$ 2,330 3,830 100.0 131,337 (9,349 (9,867
Testar Electronic Corporation Taoyuan, Taiwan ifigsof LED products NT$ 87,500 | NT$ 17,500 8,750 58.3 74,742 (17,097 (10,306
Chroma Ate Inc. (U.S.A.) US.A. Sale and maintexeaof electronic test instruments etc. us$ 1,008% 1,000 1,000 100.0 50,536 3,903 3,903
Chroma Investment Co., Ltd. Taipei, Taiwan Investin NT$ 80,000| NT$ 80,000 14,000 100.0 58,167 (22,244 (28,497
Chroma Ate Europe B.V. The Netherlands Sale anidter@nce of electronic test instruments etc. NLG 39 |NLG 39 1 100.0 71,984 13,004 13,004
EUR 1,037 | EUR 1,037
Us$ 581 | US$ 581
DynaScan Technology Corp. Taoyuan, Taiwan Researdimanufacture of LED generators NT$ 183508T$ 183,503 11,455 26.9 59,476 (50,488 (13,576
Sensational Holding Ltd. British Virgin Islands | vestment Us$ 1,200| US$ 1,200 1,200 100.0 43,991 1,281 1,331
Chen Hwa Technology Inc. British Virgin Islands |  sTef inductance, capacitance and resistance,aeaftparts US$ 585 US$ 585 585 100.0 32,887 5,114 5,228
Nova Electronics Inc. Taoyuan, Taiwan Import/expdrcomputers, electronic instruments, etc. NT$ 8,690 | NT$ 98,690 6,169 99.9 1,222 (2,366 (2,366
Deep Red Holding co., Ltd. Mauritius Research gitgyment and design of computer network securisyesys and NT$ 12,217 | NT$ - 215 100.0 14,589 1,586 2,372 4
information management.
Chroma Japan Corp. Japan Sale and maintenaedectbnic test instruments etc. JPY 9,80IPY - - 100.0 901 (619 (1,989
Silver Town Electronic Co., Ltd. British Virginlemds Investment NT$ - |NT$ 294,000 - - - 1,274 (4,680 2
Sajet Technology Inc. Taoyuan, Taiwan Wholesateretail of information software, etc. and rendgnielated NT$ - |NT$ 47,132 - - - (1,664 (3,206 3
services
Chroma Investment Co., Ltd. Sajet Technology Inc. aoyuan Wholesale and retail of information softwate. and rendering related NT$ - [NT$ 20,364 - - - (1,664 3
services
Quick Win Limited Samoa Investment Us$ 1,850| US$ 1,500 1,500 100.0 3,474 US$ (882
Deep Red Holding Co., Ltd. Sajet System Techno(@zhou) Co., Ltd. Mainland China Research, devetop and design of computer network security systand | US$ 210 | US$ 210 - 100.0 Uss$ 492 RMB 53
information management.
Neworld Electronics Ltd. Chroma Electronics (ShemghCo., Ltd. Mainland China Sale of computerizetbmatic test systems, peripherals and electrestc t | HK$ 30,000 | HK$ 30,000 - 100.0 HK$ 76,151 RMB 2,892
investments
Chroma Electronics (Shanghai) Co., Ltd. Mainlarng Sale of computerized automatic test systeeripigerals and electronic test| HK$ 23,333 | HK$ 23,333 - 100.0 HK$ 4,637| RMB (709
investments
Chen Hwa Technology Inc. Chroma (Shanghai) Tra@iag Ltd. Mainland China International and tratsiting, commercial simple processing and uUss$ 200 | US$ 200 - 100.0 Uss$ 653 RMB 1,142
commercial consulting service etc.
CHI Incorporation Ltd. Chroma Ate (Suzhou) Ltd. Miaind China Sale of computerized automatic tesesys, peripherals and electronic tesf US$ 3,800| US$ 2,300 - 100.0 Uss$ 3,977 RMB (2,036
equipment
San Eagle Development Corp. Wei Kuang Mech Eng Inc. Mauritius Investments us$ 5,674| US$ 5,674 4,475 100.0 us$ 7,519 US$ 1,146
Wei Kuang Mech Eng Inc. Mou Kuan Technologies (Ngrfo., Ltd. Mainland China Assembly, sale andnteiance of factory conveyoasd related systems apndS$ 2,836| US$ 2,836 - 100.0 US$ 2,634 RMB (856
renders related after-sales services
Wei Kuang Automatic Equipment (Nanjin) Co.Mainland China Sale and maintenance of electramigpenent and factory conveyor systenfs ~ US$ 1,888% 1,338 - 100.0 US$ 3,07 RMB 7,562
Ltd.
Wei Kuang Automatic Equipment(Xiamen) CoMainland China Sale and maintenance of electramitpenent and factory conveyor systenfs ~ US$ 1,503$% 1,500 - 100.0 Uss$ 1,804 RMB 1,620

Note 1:
Note 2:
Note 3:
Note 4:

The subsidiary was acquired because ahtvgence of Silver Town Electronic Co., Ltd. ie first quarter of 2008.
The subsidiary was merged in the firstrguaf 2008.

The subsidiary was liquidated in the thojcarter of 2008.
The subsidiary was acquired because dfghielation of Sajet Technology Inc. in the 2008.
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CHROMA ATE INC. AND SUBSIDIARIES

INVESTMENT IN MAINLAND CHINA
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars or Foreign Curency)

TABLE 8

Accumulated Investment Flows Accumulated
Outflow of Outflow of Percentage of Investment Carrying Value Accumula}ted
. ] Total Amount of Investment from A . Inward Remittance
Investee Company Main Businesses and Products Paid-in Capital Investment Type Investment from Taiwan Ownership in Gain (Loss) as of of Earnings as of
p Taiwan as of Outflow Inflow Investment (Note 1) December 31, 200 9
January 1. 2008 as of December 31, 200!
Y December 31, 200
Chroma Electronics Sales of power supplies automatic test HK$ 30,000 |Indirect investment in HK$ 30,000 $ - $ HK$ 30,000 100% HK$ 3,240 | HK$ 76,151 $ -
(Shenzhen) Co., Ltd. systems, signal generators, DC electronjc (NT$ 126,990)| the Company of (NT$ 126,990) (NT$ 126,990) (NT$ 13,715)| (NT$ 322,347)
load, color analyzer, uninterruptible power Mainland China
supply, switching mode rectifier and ¢ through a third plac
Chroma Electronics Sales of power supplies automatic test HK$ 23,333 " HK$ 23,333 - HK$ 23,333 100% HK$ (795)] HK$ 4,637 -
(Shanghai) Co., Ltd. systems, signal generators, DC electronjc (NT$  98,769) (NT$ 98,769) (NT$ 98,769) (NT$ (3,365))| (NT$ 19,628)
load, uninterruptible power supply,
switching mode rectifier and etc.
Chroma (Shanghai) Trading |International and transit trading, commercial US$ 200 " uUss$ 200 - Us$ 200 100% Us$ 164 | US$ 653 -
Co., Ltd. simple processing and commercial (NT$ 6,560) (NT$ 6,560) (NT$ 6,560) (NT$ 5379)| (NT$ 21,418)
consulting service and etc.
Hangzhou New Material Production and sale of semiconductor Us$ 1,500 " uUss$ 286 - Us$ 286 19% - Us$ 286 -
Chroma Co., Ltd. connecting materials (NT$  49,200) (NT$ 9,381) (NT$ 9,381) (NT$ 9,381)
Chroma Ate (Suzhou) Ltd. Sales of power suppli¢eraatic test uss$ 3,800 " us$ 2,300 uss$ 1,500 uss$ 3,800 100% us$ (293) US$ 3,977 -
systems, signal generators, DC electronjc (NT$ 124,640) (NT$ 75440)| (NT$ 49,200) (NT$ 124,640) (NT$ (9,610))| (NT$ 130,446)
load, uninterruptible power supply,
switching mode rectifier and e
Mou Kuan Technologies Assembly, sale and maintenance of factory RMB 1,737 " us$ 2,836 - uss$ 2,836 100% us$ (123) USs$ 2,635 -
(Nanjin) Co., Ltd. conveyorsand related systems and renders( NT$ 8,317) (NT$ 93,021) (NT$ 93,021) (NT$ (4,034))| (NT$ 86,428)
related after-sales services
Wei Kuang Automatic Sale and maintenance of electronic equipme®MB 11,871 " us$ 1,338 - uss$ 1,338 100% us$ 1,088 | US$ 3,076 -
Equipment (Nanjin) Co., and factory conveyor systems (NT$ 56,838) (NT$ 43,886) (NT$ 43,886) (NT$ 35,686)| (NT$ 100,893)
Ltd.
Sajet System Technology |Research, developmentand design of RMB 1,736 " (Note 6) - (Note 6) 100% us$ 8 US$ 492 -
(Suzhou) Co., Ltd. computer network security systems and| (NT$ 8,312) (NT$ 262)| (NT$ 16,138)
information management
Wei Kuang Automatic Sale and maintenance of electronic equipme®MB 11,417 " us$ 1,500 - uss$ 1,500 100% us$ 180 | US$ 1,804 -
Equipment (Xiamen) Co. and factory conveyor systems (NT$ 54,665) (NT$  49,200) (NT$  49,200) (NT$ 5904)| (NT$ 59,171)
Ltd.

Accumulated Investment in Mainland China as of
December 31, 2008

Investment Amounts Authorized by
Investment Commission, MOEA

Upper Limit on Investment

HK$53,333, US$9,960
(NT$552,447)

Note 3

NT$3,634,139
(Note 4)

Note 1:

Note 2:

Based on audited financial statements.

The above amounts were translated into Reiwan dollars at the rates of HK$1=NT$4.233, US$I1$32.8, RMB1=NT$4.788 prevailing on December 310&
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Note 3:

Approved Letter Approved Amount
1. Letter (1998) I-87710585 of Investment Commission of MC HK$  1,40(
2. Letter (2000) I-89014726 and 89037430 nvestment Commission of MOE uss 2,00(¢
3. Letter (2001) I-89037430 of Investment Commission of MC uss 1,00(¢
4. Letter 11191048640 of Investment Commission of MC uss 1,85¢ (Note 5.
5. Letter 1192005170 of Investment Commission of MC uss 1,75C
6. Letter 11092020235 of Investment Commission of MC uss 56(
7. Letter 11-092043358 of Investment Commission of MC uss 20C
8. Letter 11093004076 of Investment Commission of MC uss 9&
9. Letter 11-094006092 of Investmt Commission of MOE, uss 21¢
10. Letter [-09500052120 of Investment Commission of MC uss 2,50(
11, Letter 1109600175700 of Investment Commission of MC uss 3,69¢
12. Letter [-09600006020 of Investment Commission of MC uss 2,00
13, Letter 1109600310110 of Investment Commission of MC uss 1,00(¢
14 Letter [-0970018601 of Investment Commission of MOE uss 1,50C
15. Letter 10870040321 of Investment Commission of MOE uss 210 (Note 6,

Note 4:  The upper limit on investment was calcuatecording to the regulations of Investment Corsinis of MOEA for 60% of the net equity or consotiedinet equity.
Note 5:  Chroma Ate Inc invested US$853 thousaratobunts receivable in Chroma Electronics (Sher)zBien Ltd. through Neworld Electronics Ltd.

Note 6:  The investment in Sajet Technology Inc. amathorized by the Investment Commission in 2004. (Concluded)
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CHROMA ATE INC. AND SUBSIDIARIES

BUSINESS RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars)

TABLE 9

Transaction Details
Percentage tc
Flow of Consolidated
Number Company Name Counter-party ; . Total
Transactions Account Amount Transaction Terms o }
perating
(Note 1)
Revenues or
Total Assets
0 Chroma Ate Inc. (the “Corporation”) Neworld Eleiics Ltd. 1 Operating revenue $ 1,398,360 Note 11%
Chroma U.S.A. 1 Operating revenue 485,034 Note 2 4%
Chroma Europe 1 Operating revenue 125,353 Note 2 1%
Chroma Electronics (Shenzhen) Co., Ltd. 1 Operatvgnue 59,914| Note 2 -
Chroma Ate (Suzhou) Co., Ltd. 1 Operating revenue 21,556 | Note 2 -
Testar Electronic Corporation 1 Operating revenue 23,861 | Based on regular terms -
Wei Kuang Automatic Equipment Co., Ltd. 1 Operatiagenue 35,582| Based on regular terms -
Chroma (Shanghai) Trading CLtd. 1 Operating revent 20,43¢ |Note2 -
Chroma Electronics (Shanghai) Co., Ltd. 1 Operatavgnue 2,870| Note 2 -
Chroma U.S.A. 1 Operating costs 82,055 Note 2 -
Chroma Ate (Suzhou) Co., Ltd. 1 Operating costs 3,394 | Based on regular terms -
Wei Kuang Automatic Equipment Co., Ltd. 1 Operatiogts 90,582 | Based on regular terms -
Chroma New Material Corporation 1 Rental income 3,429 | Based on regular terms -
Testar Electronics Corporation 1 Rental income , 718 | Based on regular terms -
Chroma New Material Corporation 1 Non-operatingoime 26,285 | Based on regular terms -
Chroma Ate (Suzhou) Co., Ltd. 1 Commissions expense 2,045 | Based on regular terms -
Chroma Japan Corp. 1 Commissions expense 1,815 Based on regufaster -
Chroma Electronics (Shanghai) Co., Ltd. 1 Commissiexpense 6,214 Based on regular terms -
Neworld Electronics Ltd. 1 Accounts receivable 11284 | Based on regular terms 2%
Chroma U.S.A. 1 Accounts receivable 103,817 Note 3 1%
Chroma Europe 1 Accounts receivable 106,767 Based on regatand 1%
Chroma (Shanghai) Trading Co., Ltd. 1 Accounts iketse 22,112 | Note 3 -
Testar Electronic Corporation 1 Accounts receivable 19,933 | Based on regular terms -
Wei Kuang Automatic Equipment Co., Ltd. 1 Accourgseivable 24,046| Based on regular terms -
Chroma Ate (Suzhou) Co., Ltd. 1 Accounts receivable 7,237 | Based on regular terms -
Chroma Electronics (Shanghai) Co., Ltd. 1 Accoueteivable 5,010| Based on regular terms -
Chroma Electronics (Shenzhen) Co., Ltd. 1 Accougtdsivable 3,272| Based on regular terms -
Neworld Electronics Ltd. 1 Other receivable B9(QBased on regular terms -
Chroma New Material Corporation 1 Other receivable 5,560 | Based on regular terms -
Chroma U.S.A. 1 Accounts payable 11,696 Based on regular terms -
1 Neworld Electronics Ltd. Chroma Ate (Suzhou) @Ctd, 2 Commissions expense 30,855 Based oraegums -
Chroma Ate (Suzhou) Co., Ltd. 2 Other payable 0 68Based on regular terms -
(Continued)
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Transaction Details

Percentage td
Consolidated

Flow of
Number Company Name Counter-party Transactions Account Amount Transaction Terms Tota_l
Operating
(Note 1)
Revenues or
Total Assets
2 Chroma (Shanghai) Trading Co., Ltd. Chroma Eteitis (Shanghai) Co., Ltd. 2 Accounts receivable $ 9,768 | Based on regular terms -
3 Chroma Ate Inc. (U.S.A)) Sajet U.S.A. Operating costs 1,576 Based on regular terms -
4 Chroma Ate (Suzhou) Co., Ltd. Chroma Electro(@8tsenzhen) Co., Ltd. Operating costs 2,676 Based on regular terms -
Chroma Electronics (Shenzhen) Co., Ltd. 2 Accopaigble 644 | Based on regular terms -
5 Wei Kuang Automatic Equipment Co., LttlVei Kuang Automatic Equipment (Xiamen) Co., Lid. Operating costs 19,734 Based on regular terms -
Wei Kuang Automatic Equipment (Nanjin) Co., Ltd. 2 |Operating revenue 4,252 Based on regular terms -
Wei Kuang Automatic Equipment (Nanjin) Co., Ltd. 2  |Operating costs 83,108 Based on regular terms -
Wei Kuang Automatic Equipment (Nanjin) Co., Ltd. 2 |Accounts receivable 3,120 Based on regular terms -
Wei Kuang Automatic Equipment (Nanjin) Co., Ltd. 2 |Accounts payable 35,435 Based on regular terms -
Mou Kuan Technologies (Nanjin) Co., Ltd. 2 Opergtievenue 5,841| Based on regular terms -
Mou Kuan Technologies (Nanjin) Co., Ltd. 2 Opergtaosts 9,114 | Based on regular terms -
6 Sensational Chroma Electronics (Shenzhen) Cd., Lt Rental revenue 290, Based on regular terms -
Note 1: 1. From parent to subsidiary.
2, Between subsidiaries.
Note 2: The prices were determined after takingstiiing and post-sale service expenses into ceregion.
Note 3: The collection periods of about 12 montlesenonger than those for third parties. (Concluded)
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CHROMA ATE INC. AND SUBSIDIARIES

BUSINESS RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
YEAR ENDED DECEMBER 31, 2007
(In Thousands of New Taiwan Dollars)

TABLE 10

Transaction Details
Percentage tc
Flow of Consolidated
Number Company Name Counter-party . . Total
Transactions Account Amount Transaction Terms o }
perating
(Note 1)
Revenues or
Total Assets
0 |The Corporation Neworld Electronics Ltd. 1 Opegirevenue $ 1,952,360 Note 2 15%
Chroma U.S.A. 1 Operating revenue 486,72 Note 2 4%
Chroma Europe 1 Operating revenue 98,630 Note 2 1%
Chroma Ate (Suzhou) Co., Ltd. 1 Operating revenue 21,958 | Note 2 -
Testar Electronic Corporation 1 Operating revenue 71,785 | Based on regular terms 1%
Chroma New Material Corporation 1 Operating revenue 2,531 | Based on regular terms -
Wei Kuang Automatic Equipment Co., Ltd. 1 Operatiagenue 81,262| Based on regular terms 1%
Chroma (Shanghai) Trading CLtd. 1 Operating revent 14,68: |Note2 -
Chroma Electronics (Shanghai) Co., Ltd. 1 Operatavgnue 2,472| Note 2 -
Chroma U.S.A. 1 Operating costs 14,042 Note 2 -
Neworld Electronics Ltd. 1 Operating costs 1,01Note 2 -
Sajet Technology Inc. 1 Operating costs 12,758asel on regular terms -
Wei Kuang Automatic Equipment Co., Ltd. 1 Operatiogts 4,798 | Based on regular terms -
Chroma New Material Corporation 1 Rental income 3,429 | Based on regular terms -
Testar Electronic Corporation 1 Rental income 144, | Based on regular terms -
Chroma New Material Corporation 1 Non-operatingime 26,286 | Based on regular terms -
Testar Electronic Corporation 1 Non-operating ineom 558 | Based on regular terms -
Wei Kuang Automatic Equipment Co., Ltd. 1 Notesaieable 18,645 | Based on regular terms -
Neworld Electronics Ltd. 1 Accounts receivable 878117 | Based on regular terms 7%
Chroma U.S.A. 1 Accounts receivable 279,319 Note 3 3%
Chroma (Shanghai) Trading Co., Ltd. 1 Accounts ixetse 14,639 | Note 3 -
Chroma Europe 1 Accounts receivable 29,881 Based on regutarse -
Testar Electronic Corporation 1 Accounts receivable 38,640 | Based on regular terms -
Wei Kuang Automatic Equipment Co., Ltd. 1 Accourgseivable 25,263| Based on regular terms -
Chroma Ate (Suzhou) Co., Ltd. 1 Accounts receivable 21,958 | Based on regular terms -
Chroma Electronics (Shanghai) Co., Ltd. 1 Accoueteivable 2,472 | Based on regular terms -
Chroma New Material Corporation 1 Accounts recelivab 1,396 | Based on regular terms -
Neworld Electronics Ltd. 1 Other receivable B56Based on regular terms -
Chroma (Shanghai) Trading Co., Ltd. 1 Other redsera 9,474 | Based on regular terms -
Chroma New Material Corporation 1 Other receivable 5,261 | Based on regular terms -
Sajet Technology In 1 Accounts payab 8,44( |Based on regular ten -
Chroma U.S.A. 1 Accounts payable 21,949 Based on regular terms -
(Continued)
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Transaction Details

Percentage td
Consolidated

Wei Kuang Automatic Equipment (Nanjin) Co., Ltd.

Flow of
Number Company Name Counter-party Transactions Account Amount Transaction Terms Tota_l
Operating
(Note 1)
Revenues or
Total Assets
1 Neworld Electronics Ltd. Chroma (Shanghai) TrgdBo., Ltd. 2 Operating revenue $ 3,718 Baserkgular terms -
Chroma (Shanghai) Trading Co., Ltd. 2 Commissioqease 11,499| Based on regular terms -
Chroma (Shanghai) Trading Co., Ltd. 2 Accounts iketse 7,853 | Based on regular terms -
Chroma (Shanghai) Trading Co., Ltd. 2 Accounts plya 10,390 | Based on regular terms -
Chroma Ate (Suzhou) Co., Ltd. 2 Operating costs 1,376 | Based on regular terms -
Chroma Ate (Suzhou) Co., Ltd. 2 Commissions expense 40,841 | Based on regular terms -
Chroma Ate (Suzhou) Co., Ltd. 2 Accounts receivable 23,816 | Based on regular terms -
Chroma Ate (Suzhou) Co., Ltd. 2 Other payable 412, |Based on regular terms -
Chroma Ate (Suzhou) Co., Ltd. 2 Other receivable 11,470 | Based on regular terms -
2 Chroma (Shanghai) Trading Co., Ltd. Chroma Etextis (Shanghai) Co., Ltd. 2 Operating revenue ,493 | Based on regular terms -
Sajet System Technology (Suzhou) Co., Ltd. 2 Opeyatosts 1,015| Based on regular terms -
Sajet Technology In 2 Operating cos 6,607 |Based on regular ter -
Sajet Technology Inc. 2 Accounts payable 5,983asd8l on regular terms -
Sajet System Technology (Suzhou) Co., Ltd. 2 Oplagrable 1,443 | Based on regular terms -
3 Sajet Technology Inc. Sajet (U.S.A) 1 Accounts receivable 5,161 Based on regulanger -
Sajet (U.S.A) 1 Operating revenue 15,161 Based on regularsterm -
4 Chroma Ate (Suzhou) Co., Ltd. Chroma Electro(@8tsenzhen) Co., Ltd. 2 Operating costs 21,413 Based on regular terms -
Chroma Electronics (Shenzhen) Co., Ltd. 2 Accopaimble 23,703 | Based on regular terms -
5  |Wei Kuang Automatic Equipment CiLtd. |Wei Kuang Automatic Equipment (Nanjin) CLtd. 2 Operating revent 11,06: |Based on regular teri -
Wei Kuang Automatic Equipment (Nanjin) Co., Ltd. 2 |Operating costs 43,8121 Based on regular terms -
Wei Kuang Automatic Equipment (Nanjin) Co., Ltd. 2 |Accounts receivable 7,296 Based on regular terms -
2 |Accounts payable 2,898 Based on regular terms -

Note 1: 1. From parent to subsidiary.
2. Between subsidiaries.

Note 2: The prices were determined after takings#léng and post-sale service expenses into cereidn.

Note 3: The collection periods of about 12 montlesenonger than those for third parties.
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