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| NDEPENDENT A CCORBVEW REFDRKRT

The Board of Directors and Shareholders
Powerchip Semicondtmr Corporation

We have reviewed the accompanying balance sheets of Powerchip Semiconductor Corporation as

of March 31, 208 and 200, and the related statements of income and cash flows for the three
months then ended. These financial statements are thes ponsi bi | ity of t he
management. Our responsibility is to issue a report on these financial statements based on our
reviews.

Except as discussed in the following paragraph, we conducted our reviews in accordance with the
Statementof Audii ng St andards No. 36 AReview of Financ
Committee of the Accounting Research and Development Foundation of the Republic of China.

A review consists principally of applying analytical procedures to financial data akehgn

inquiries of persons responsible for financial and accounting matters. It is substantially less in
scope than an audit conducted in accordance with auditing standards generally accepted in the
Republic of China, the objective of which is the expms®f an opinion regarding the financial
statements taken as a whole. Accordingly, we do not express such an opinion.

As stated in Notd 1 to the financial statements, we did not review the financial statements for the

three months ended March 31, 8@hd 20Q of equitymethal investees The carrying values of

those investments as of March 31, 20aGnd 200 were NT$32,901,430 thousand and
NT$12,307,926 thousandespectively,and the relatedet investment losses and incofioe the

three months endetflarch 31, 208 and 200 were NT$353,679 thousand and NT$261,146
thousand, respectively. These investment amounts, as well as related inforistiosed in

Note 30 to the financial statemest wer e based on the investeesod u
for the same reporting periods as those of the Corporation.

Based on our review, except for the effects of such adjustments, if any, as might have been
determined to be necessary had the financial statements of investees referred to in the preceding
pararaph been reviewed, we are not aware of any material modifications that should be made to
the financial statements of Powerchip Semiconductor Corporation referred to in the first paragraph
for them to be in conformity with th€uidelines Governing the Rraration of Financial Reports

by Securities Issuers, requirements of the Business Accounting Law and Guidelines Governing
Business Accounting relevant to financial accounting standaadd, accounting principles
generally accepted in the Republic of China.



As disclosedin Note 3 to the accompanying financial statements, effective January 8,,tB80
Corporation adopted the recently released Statements of Financial Accounting Stand&®@s No.
flAccounting for Shardased Paymeat a thal interpretation 9652 issued by ARDF,
fAccounting for Bonuses to Employees, Directors and Supervisbas requires companies to
recognize as compensation expenses bonuses paid to employees, directors and supervisors instead
of the appropriations from earnings.

We have Bo reviewed the consolidated financial statement Bbwerchip Semiconductor
Corporation as of and for ththree monthsendedMarch 31, 2008and have issuedh qualified
reviewed reporon such financial statements.

April 24, 2008

Notice to Readers

The accompanying financial statements are intended only to present the financial position, results
of operations and cash flows in accordance with accounting principles and practices generally
accepted in the Republic of China andt nbose of any other jurisdictions. The standards,
procedures and practices to review such financial statements are those generally accepted and
applied in the Republic of China.

For the convenience of readers, the accountarggiew report and theaccanpanyingfinancial
statementdiave been translated into English from the original Chinese vepsigparedand used

in the Republic of China.If there is any conflict between the English version and the original
Chinese version or any difference in theempretation of the two versions, the Chinésmeguage
accountant8review report and financial statements shall prevail



POWERCHIP SEMICONDUCTOR CORPORATION

BALANCE SHEETS

MARCH 31, 2008 AND 2007

(In Thousands of New Taiwan Dollars, Except Par Value)
(Reviewed, Not Audited)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 1, 24nd
Financial assets at fair value through profit or lossrrent (Notes 2
and 5)
Available-for-sale financial assetscurrent (Notes 2 and 6)
Held-to-maturity financial assetscurrent (Notes 2 and 9)
Accounts receivable, net (Notes 2, 7 and 27)
Related parties
Third parties
Other receivables (Note 7)
Inventories, net (Notes 2 and 8)
Prepaid expenses
Deferred income tax asseteurrent (Notes 2 and 23)
Restricted deposits (Notes 4 and 28)
Other current assets

Total current assets

INVESTMENTS
Held-to-maturity financial assetsnoncurren{Notes 2 and 9)
Financial assets carried at cosoncurrent (Notes 2, 10 and 11)
Equity-method investments (Notes 2 and 11)

Total investments

PROPERTIES (Notes 1, 2, 13, 28 and 29)
Cost
Buildings
Machinery andequipment
Research and development equipment
Facility equipment
Transportation equipment
Office equipment
Miscellaneous equipment

Accumulaed depreciation
Constructionin-progress and prepayments for equipment
Net properties
OTHER ASSETS
Assets leased to others, ifNbte 2)
Refundable deposits
Deferred charges, net (Notes 1, 2 44)l
Deferred income tax assetsoncurrent (Notes 2 and 23)
Spare parts, net
Others

Total other assets

TOTAL

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

(With Deloitte & Toucheaeview report dated April 24, 2008)

2008 2007
Amount % Amount %
$ 16,140,946 8 $ 43,132,352 19
3,888,915 2 7,266,829 3
36,123 - 514,209 -
80,000 - 14,000 -
3,516,566 1 7,831,631 4
1,372,368 1 2,509,004 1
806,076 - 598,572 -
6,643,502 3 11,298,530 5
247,596 - 226,171 -
2,339,218 1 2,211,131 1
789,054 - 787,576 -
20,578 - 9,395 -
35,880,942 16 76,399,400 33
105,000 - 185,000 -
1,109,283 1 894,145 1
32,901,430 _15 12,307,926 _5
34,115,713 _16 13,387,071 _ 6
10,138,354 5 10,052,804 5
211,900,691 97 176,897,729 76
2,134,377 1 636,501 -
24,022,556 11 21,426,857 9
15,289 - 18,509 -
545,054 - 499,529 -
1,503,175 _1 1,396,239 _1
250,259,496 115 210,928,168 91
(117,843,336 (54) (87,992,562 (38)
132,416,160 61 122,935,606 53
5,609,523 2 15,021,245 6
138,025,683 _63 137,956,851 _59
25,160 - 138,033 -
55,995 - 43,914 -
5,488,514 3 3,368,067 2
4,305,677 2 - -
456,492 - 473,525 -
89,808 - 45,338 -
10,421,646 _ 5 4,068,877 _ 2
$218,443,984 100 $231,812,199 100

LIABILITIESAND S HAREHOL DERS®& EQUI TY

CURRENT LIABILITIES
Shortterm bank loans (Note 15)
Financial liabilities at fair value through profit os current (Notes
2,5and 17)
Accounts payable (Note 27)
Related parties
Third parties
Income tax payable (Notes 2 and 23)
Accrued expenses (Notes 2, 16 and 27)
Payables for equipment
Receipts in advance (Note 27)
Current portion of convertible bonds payable (Notes 2 and 17)
Current portion of londerm bank loans (Notes 18 and 28)
Other current liabilities (Notes 27 and 29)

Total current liabilities

LONG-TERM LIABILITIES, NET OF CURRENT PORTION
Convertible bonds payable (Notes 2 and 17)
Longterm bank loans (Notes 18 and 28)
Hedging derative liabilities- noncurrent (Notes 2 and 12)
Deferred revenuenoncurrent (Notes 27 and 29)

Total longterm liabilities
OTHER LIABILITIES
Accrued pension costs (Notes 2 and 19)
Guarantee deposits (Note 29)
Deferred income tax liabilitiesnoncurrent (Notes 2 and 23)
Total other liabilities

Total liabilities

SHAREHOLDERSGO6 EQUITY (Notes 2,
Capital stock, NT$10 par value

Authorized-10,000,000 thousand shares in 2008 and 9,000,000 thousat

shares in 2007

Issued and outstanding,844,717 thousand shares in 2008 and 6,935,56

thousand shares in 2007
Capital surplus
Additional paidin capital
Conversion of bonds
Treasury stock transactions
Long-term investments
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings (accumulated deficits)
Others
Unrealized gain on financial assets (Notes 11 and 26)
Net loss not recognized pension cost
Cumulative translation adjustments

Treasury stock (at costy1,670 thousand shares in 2008 and 58,058

thousand shares in 20(Note 22)
Total shareholdersd equity

TOTAL

2008 2007

Amount % Amount %
$ 5,104,289 2 $ - -
932,836 1 1,557,653 -
3,611,013 2 1,770,204 1
5,938,068 3 6,873,143 3
- - 2,106,624 1
6,234,835 3 4,584,331 2
8,395,617 4 22,700,206 10
122,215 - - -
9,073,237 4 3,970,000 2
13,875,400 6 9,506,667 4
396,346 - 223,657 -
53,683,856 _25 53,292,485 23
12,523,207 6 19,585,999 9
58,183,200 26 24,101,666 10
3,933 - - -
120,000 - 160,000 -
70,830,340 _32 43,847,665 19
18,644 - 30,227 -
127,173 - 137,306 -
- - 292,423 -
145,817 - 459,956 -
124,660,013 _57 97,600,106 _42
78,447,166 36 69,355,661 30
20,301,890 9 20,486,532 9
4,731,739 2 4,177,852 2
6,208 - - -
405,528 - 22,518 -
5,507,310 3 2,774,552 1
3,164 - 31,566 -
(14,974,769 7) 37,805,298 16
207,215 - 646,733 -
(2,971 - - -
(100,919 - (23,074 -
(748,597) - (1,065,549 -
93,783,971 _43 134,212,093 _58
$218,443,984 100 $231,812,199 100



POWERCHIP SEMICONDUCTOR CORPORATION

STATEMENTS OF INCOME

THREE MONTHS ENDED MARCH 31, 2008 AND 2007

(In Thousands of New Taiwan Dollars, ExcepfLoss) Earnings Per Share)
(Reviewed, Not Audited)

2008 2007
Amount % Amount %
GROSS SALES $15,398,692 $31,994,290
SALES RETURNS AND ALLOWANCES 557,226 3,089,431
NET SALES (Notes 2 and 27) 14,841,466 100 28,904,859 100
COST OF SALES (Notes 24 and 27) 23,399,304 158 19,956,348 _69
GROSS (LOSS) PROFIT BEFORE UNREALIZED
INTERCOMPANY GROSS PROFIT (8,557,839 (58) 8,948,511 31
(REALIZED) UNREALIZED INTERCOMPANY
PROFIT (Note 2) (291) _ - 11,413 -
GROSS (LOSS) PROFIT (8,557,543  (58) 8,937,098 31
OPERATING EXPENSES (Notes 24 and 27)
Selling 86,361 - 94,021 1
General and administrative 425,350 3 668,300 2
Research and development 1012550 _ 7 841,091 _ 3
Total operating expenses 1,524,261 10 1,603,412 6
OPERATING (LOSS) INCOME (10,081,809  (68) 7,333,686 25
NON-OPERATING INCOME AND GAINS
Foreign exchange gain, net (Note 2) 195,520 1 107,108 -
Interest income (Notes 2 and 26) 89,835 1 186,374 1
Gain on disposal of properties (Note 2) 45,495 - 879 -
Service income (Note 27) 33,099 - - -
Indemnity income (Note 27) 8,985 - 18,836 -
Valuation gain on financial liabilities, net (Notes 2z
and 5) - - 467,116 2
Equity in earnings of equitgnethodinvestees, net
(Notes 2 and 11) - - 261,146 1
Valuation gain on financial assets, net (Notes 2
and 5) - - 169,744 1
Gain on disposal of investments, net (Notes 2 an - - 32,927 -
Rebate of ECB/GDR anagement fee - - 29,637 -
Others (Note 27) 54,692 1 55,703 -
Total nonoperating income and gains 427,626 3 1,329,470 5
(Continued)



POWERCHIP SEMICONDUCTOR CORPORATION

STATEMENTS OF INCOME

THREE MONTHS ENDED MARCH 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars, ExcepfLoss) Earnings Per Share)

(Reviewed, Not Audited)

NON-OPERATING EXPENSES AND LOSSES
Interest expenses (Notes 2, 13, 15, 17, 18 and 2¢
Provision for loss on inventories and spare parts
(Note 2)

Equity in losses of equitpnethod investees, net
(Notes 2 and 11)

Valuation loss on financial assets, net (Notes 2
and 5)

Loss on purchase contracts (Notes 2 and 29)

Valuation loss on financial liabilities, net (Notes 2
and 5)

Loss on disposal of properties (Note 2)

Loss on disposal of investments, net (Notes 2 an

Impairment loss (Notes 2, 10 and 11)

Others

Total nonoperating expenses and losses
(LOSS) INCOME BEFORE INCOME TAX

INCOME TAX BENEFIT (EXPENSE) (Notes 2
and 23)

NET (LOSS) INCOME

2008 2007

Amount % Amount %
$ 698,337 5 $ 297,579 1
402,761 3 146,739 1
353679 2 - -
235,723 2 - -
158,863 1 - -
33518 - - -
3,060 - 340 -
2,032 - - -
- - 64,332 -
8,315 - 17,846 -
1,896,288 13 526,836 2

(LOSS) EARNINGS PER SHARE (Note 25)
Basic
Diluted

(11,550,470 (78) 8,136,320 28
1,806,912 12 (603,035 _(2)
$ (9,743,559 (66) $ 7,533,285 _26
2008 2007

Before After Before After
Income Income Income Income

Tax Tax Tax Tax
$ (148 $ (125 $ 1.07 $ 0.99
$ (148 $ (1.26) $ 0.85 $ 0.78
(Continued



POWERCHIP SEMICONDUCTOR CORPORATION

STATEMENTS OF INCOME

THREE MONTHS ENDED MARCH 31, 2008 AND 2007

(In Thousands of New Taiwan Dollars, ExcepfLoss) Earnings Per Share)
(Reviewed, Not Audited)

Pro forma information (after income tax) assuming the Corpofatishares held by its subsidiaries were
accounted foas an investment instead of treasury stock is as follows:

2008 2007
NET (LOSS) INCOME $ (9,743,559 $7,533,285
2008 2007
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
(LOSS)EARNINGS PER SHAE
Basic $ (148) $ (125) $ 107 $ 0.99
Diluted $ (148) $ (126) $ 085 $ 078

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

(With Deloitte & Touchereviewreport dated April 24, 2@8) (Concludedl



POWERCHIP SEMICONDUCTOR CORPORATION

STATEMENTS OF CASH FLOWS

THREE MONTHS ENDED MARCH 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

(Reviewed, Not Audited)

CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss)income

Adjustments to reconcile net (loss) income to net cash provided t

operating activities:

Depreciation

Amortization

(Realized) unrealized intercompany ptofi

Valuation loss (gain) on financial assets

Valuation gain on financial liabilities

Foreign exchange gain on financial assets

Allowance for doubtful accaus (reversal of allowance)
(Reversal of allowance) allowance for sales discounts
Allowance for loss on inventories and spare parts
Equity in losses (earnings) of equityethodinvestees, net
Impairment losses

Loss (gain) on disposal of investments, net

Gain on disposal of properties, net

Deferred income tax (benefit) expense

Foreign exchange (gain) loss on convertible bonds payable

Amortization of discount on convertible bonds payable
Deferred revenue
Realized deferred revenue
Loss on purchase contracts
Net changes in operating assets and liabilities
Held-for-trading financial assets
Accounts receivable
Other receivables
Inventories
Prepaid expenses
Other current assets
Accounts payable
Income tax payable
Accrued expenses
Other current liabilities
Accrued pension costs

Net cash (used in) provided by operating activities

CASH FLOWS FROM INVESTING ACTVITIES
Acquisition of:
Financial assets carried at cost
Equity-method investments
Properties
Deferred charges

2008 2007

$ (9,743,559 $ 7,533,285
8,509,662 7,229,044
441,699 425,804
(291) 11,413
974,120 (188,590
(366,349 (534,989
- (1,416)
12,503 (12,277)
(420,000 632,481
402,761 146,739
353,679 (261,146
- 64,332
2,032 (32,927
(42,435 (539)
(1,806,912 130,598
(860,941 203,751
85,711 82,999
122,215 200,000

(10,000 -

158,863 -
354,087 (866,774
(578,489 1,956,744
(259599) 77,192
497,748 (251,82)
54,902 51,312
(15,206 (4,652
(625,363 755,321
- 472,438
(213928) (13,072
22,643 (12,931
524 (1,908)
(2,949,917 17,791,411
- (224,81))
(534,119 (376,702
(10,326,429 (13,589,166
(1,061,342 (484,047

(Continued)



POWERCHIP SEMICONDUCTOR CORPORATION

STATEMENTS OF CASH FLOWS

THREE MONTHS ENDED MARCH 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

(Reviewed, Not Audited)

Proceeds of the disposal of:
Available-for-sale financial asse
Financial assets carried at cost
Equity-method investments
Properties

(Increase) decrease in restricted deposits

Increase in spare parts

Increase in other assets

Increase in refundable deposits

Net cash used in investing activities

CASH FLOWS FROM FINANCINGACTIVITIES
Increase in shotterm bank loans
Proceeds of:
Long-term bank loans
Exercise of employee stock options
Sales of treasury stock
Repayments of lorterm bank loans
(Decrease) increase in guarantee deposits

Net cash provided by (used in) financing activities

NET (DECREASE) INCREASE IN CASH ANITASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS, END OF PERIOD

SUPPLEMENTAL DISCIOSURE OF CASH FLOW INFORMATION
Interest paid (excluding amounts capitalized of $45,826 thousand
2008 and $52,468 thousand in 2007)
Income tax paid

NONCASH INVESTING AND FINANCING ACTIMTIES
Current portion of longerm liabilities
Transfer of financial assets carried at cost to avaHfrlsale
financial assets
Transfer of equitymethod investments to financial assets carried a
cost
Conversion of bonds

2008 2007

$ 135,893 $ 6,289
- 17,946

- 19,079

52,371 900
(18,440 3,923
(53,52) (7,435)
(42,306) (2,719
(1,497) (13,190
(11,849,395 (14,649,929

5,104,289 -

7,900,000 -
130,210 130,640

- 513,333
(1,858,333 (876,667)
(8,137) 132,290
11,268,029 (100,409
(3,531,283 3,041,079
19,672,229 40,091,273
$ 16,140,946  $ 43,132,352
$ 586,954 $ 219,506
$ 11,171 $ 14,007
$ 13,875,400 $ 9,506,667
$ - $ 37,872
$ - $ 168,215
s - $ 223,839
(Continued)



POWERCHIP SEMICONDUCTOR CORPORATION

STATEMENTS OF CASH FLOWS

THREE MONTHS ENDED MARCH 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars)

(Reviewed, Not Audited)

2008 2007
INVESTMENT AND FINANCING ACTIVITIES AFFECTING BOTH
CASH AND NONCASH ITEMS
Acquisition of properties $ (5,980,689 $(14,837,323
Payable, beginning of period (12,741,362 (21,452,049
Payable, end of period 8,395,617 22,700,206
Cash paid $(10,326,42§  $(13,589,166
Acquisition of deferred charges $ (14612 $ (484,049
Payable on technical knelow (1,046,730 -
Cash paid $ (1,061,349 $ (484,049
Sales of tresury stock $ - $ 527,341
Advance receipt from disposal of treasury stock, beginning of per
(classified under other current liabilities) - (14,008
Cash received $ - $ 513,333
The accompanying notes are an integral part ofitla@cial statements.
(With Deloitte & Touchereviewreport dated April 24, 2008) (Concluded)



POWERCHIP SEMICONDUCTOR CORPORATION

NOTES TO FINANCIAL STATEMENTS

THREE MONTHS ENDED MARCH 31, 2008 AND 2007

(In Thousands of New Taiwan Dollars, Unless State@therwise)
(Reviewed, Not Audited)

1. ORGANIZATION AND OPERATION

Powerchip Semiconductor Corporation (the #ACorpo
common shares have been traded on the Taiwan GreTai Securities Market (formergrtiibeCounter
Securities Exchange) since March 23, 1998. The Corporation also issued Global Depositary Shares (GDS
which are listed on the Luxembourg Stock Exchange, accepted for quotation on the International Orde
Book of the London Stock Exchangedaeligible for trading as private offerings, resale and trading through
automated intemarket trading linkages of the NASDAQ Stock Market, Inc.

The Corporationbés business activities mainly in
on subcontracting), testing, assembling and selling various integrated circuit products.

As of March 31, 2008 and 2007, the Corporation h&ad%and5,818 employees, respectively.

To reorganize its structure and enhance its competitiveness and perfgrthar€erporation signed a joint
venture agreement with EIpida Memory | nc. to i
Article 28 of the Business Mergers and Acquisitions Law, the Corporation exchanged its £2h f a b (
12C0) b uiatildigs fogthemewty isfued shares of Rexchip. In this share acquisition, with May
10, 2007 as the record date, the Corporation received one share for every $16.00 in exchanged assets, fc
total of 1,000,000 thousand shares. The book values okthamrged assets were as follows:

Assets

Cash $ 3,060,584
Properties 12,817,346
Deferred charges 122,070

$ 16,000,000

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basic of Presentation

The accompanyindinancial statements kia been prepared in conformity with the Guidelines Governing
the Preparation of Financial Reports by Securities Issuers, Business Accounting Law, Guidelines Governin
Business Accounting, and accounting principles generally accepted in the Republic af Chifi ROC0 )
Under these guidelines and principles, the Corporation should make certain estimates and assumptions
the amounts of allowance for doubtful accourowance for sales discounts, allowance for loss on
inventories and spare parts, depreoiatdf properties, amortization of deferred charges, pension expenses
loss on purchase contracts, contingent liabilities and default fiAetual results could differ from these
estimates.

For the convenience of readers, the accompanying financiamstat® have been translated into English
from the original Chinese version prepared and used in the Republic of China. If there is any conflict
between the English version and the original Chinese version or any difference in the interpretation of the
two versions, the Chinedanguage financial statements shall prevail.

-10-



The Corporationbds significant accounting policie
Current/Noncurrent Assets and Liabilities

Current assets armash (inrestricte)l and cash equivalents, ass primarily for the purpose of being traded

and other assets to be converted to cash, consumed or sold within one year from the balance sheet de
Current liabilities are those to be settled within one year from the balance sheet date and thosefprimari

the purpose of being traded. Assets and liabilities that are not classified as current are noncurrent asse
and liabilities, respectively.

Cash Equivalents

Bonds purchased under resell agreements and with maturities of three months onmetd® faate of
purchase are classified as cash equivalents. Their carrying amount approximates fair value.

Financial Assets/Liabilities at Fair Value Through Profit or Loss

Financial instruments at fair value through profit or loss have two categofigsheld for trading and (2)
designated on initial recognition as at fair value through profit or loss. When the Corporation enters into
financial instrument agreements, the financial assets or liabilities are recognized; and the financial assets
liabilities are derecognized when the agreements become invalid.

These financial instruments, except derivatives, are initially recognized at fair value plus transaction cost:
that are directly attributable to the instrument acquisition; others are nitbgnized at fair value with
transaction cost expenses as incurred. When fair value is subsequently measured, the changes in fair va
are recognized as earnings. Cash dividends ar «
shareholdersunder a resolution. The differences between the carrying value and the consideration
receival shall be recognized in profit or loss. A regular way purchase or sale of financial assets is
recognized and derecognized using trade date accounting.

Derivatives that do not meet the criteria for hedge accounting are treated as financial assets or liabilities hel
for trading. When the fair value is a positive amount, the derivative is treated as a financial asset; when th
fair value is a negative amount, ttierivative is treated as a financial liability.

The fair values of listed stock and clesed mutual funds are the closing price as of the balance sheet date;
opertend mutual funds are based on their net asset value at the balance sheet date. iRstrtimeets
without quoted market prices in an active market, the fair value is based on valuation techniques
incorporating estimates and assumptions that are consistent with prevailing market conditions.

Hybrid instruments are designated at fair vahreugh profit or loss.
Available-for-sale Financial Assets

Investments classified as availalibe-sale financial assets are initially recognized at fair value plus
transaction costs that are directly attributed to investment acquisition. WhenwriiBemeasured at fair

val ue, the changes in fair value are reported
accumulated gains or losses are recognized when the financial asset is derecognized from the balance sh
A regular way purchaser sale of financial assets is recognized and derecognized using trade date
accounting.

The accounting for fair value and financial assetadmgnition is the same as that for financial instruments
at fair value through profit or loss.

-11-



Cash dividendsire recognized as investment income upon resolution of the shareholders of an investee bu
are accounted for as reductions of the original investment cost if these dividends are declared on th
earnings of the investees attributable to periods beforputahase of the investments. Stock dividends
received are recorded as an increase in the number of shares held and do not affect investment incon
The cost per share is recalculated on the basis of the new number of shares after the receipt of sto
dividends.

If there is objective evidence that a financial asset (equity security) is impaired as of the balance sheet dat
a loss is recognized. If the impairment loss decreases, the impairment loss is reversed to the extent of t
decrease andrecodle as an adjustment to sharehol dersdéd equ

Allowance for Doubtful Accounts

Allowance for doubtful accounts is provided on the basis of the aging of receivables and periodic review of
the collectability of receivables.

Factoring of Accounts Receivale
The following three conditions must be met to recogfaztoringof accounts receivable:
a. Theaccounts receivable was legally separatdenftheCorporation and its creditors.

b. Thetransferes have obtainedhe right to pledge or exchangecounts receivablayhich areeitherthe
transfered accounts receivablar beneficial interest in the transferred assets

c. The transferor does not maintain effective contitmiough an agreement to repurchase or redeem the
transferred accounts recelabefore their maturiés,over thetransferredaccounts receivable

Upon sale of the accounts receivable, the difference between the proceeds and the carrying amount of t
accounts receivable is recognized as a loss and recasded-operating expnses.

Inventories

Inventories are stated at the lower of aggregate costs or market value. Materials and supplies are record
at actual cost; finished goods and work in process are recorded at standard cost and adjusted to t
approximate weightedverage cost at the end of each period. Market value is the net realizable value of
finished goods and work in process and replacement value of raw materials and supplies. Estimated loss
on scrap and slosmnoving items are recognized and included in {lenance for losses.

Held-to-maturity Financial Assets

Debt securities for which the Corporation has a positive intent and ability to hold to maturity are categorizec
as heldto-maturity financial assets and are carried at the amortized cost usistydlghtline method.

Those financial assets are initially recognized at fair value plus transaction costs that are directly attribute
to the acquisition. Gains or losses are recognized at the time of derecognition, impairment or amortizatior
A regula way purchase or sale of financial assets is recognized and derecognized using trade dat
accounting.

If there is objective evidence of financial asset impairment, a loss is recognized. If the impairment loss
decreases and the decrease is clearlybattble to an event that occurred after the impairment loss was
recognized, the previously recognized impairment loss is reversed to the extent of the decrease. Howeve
the increased carrying amount of an asset due to reversal of impairment loss sheuttead the carrying
amount that would have been determined (the amortized cost) had no impairment loss been recognized f
the asset.

-12-



Financial Assets Carriedat Cost

Investments without quoted market prices in an active market and whose teir cainot be reliably
measured, such as nonpublicly traded stocks, are carried at their original cost. The accounting treatme
for cash and stock dividend arising from financial assets carried at cost is the same as that fo
availablefor-sale financiabssets.

If there is objective evidence of financial asset impairment, a loss is recognized. This impairment loss is
irreversible.

Equity-method Investments

Stock investments in which the Corpor atatngmande x e
financial decisions are accounted for by the equity method, except for the financial statements as of and fc
the periods ended March 31 and September 30, in which the Corporation accounts for its investment incomnr
or loss when it holds a contliag interest in the investees.

The difference between the investment cost and
acquisition date was previously amortized using the strdilghimethod over 5 years. However, based on

the revwsed Statement of Financial Accounting Standdfi$-AS)) No. 5- A L o-tergn Investment under
Equity Method, o effective January 1, 2006, i nve:
the acquisition cost, is no longer required to be amexdti In addition, goodwill should be assessed for
impairment annually or whenever an event or circumstances would result in the goodwill reduction.
Further, the unamortized differences on investments, acquired before January 1, 2006 are treated in t
same way as goodwill.

Stock dividends received are recorded as an increase in the number of shares held-dividhenexdate
and do not affect investment income or the carrying amount of the investment. Cash dividends are
accounted for as a reductiohaarrying value of the investment.

If an investee is identified as significantly impaired, the carrying amount of the investment in excess of its
recoverable amount is recognized as impairment loss. For those investees over which the Corporatic
exercses significant influence on their operating and financial decisions, the assessment of impairment i
based on carrying value For those investees over which the Corporation holds a controlling interest, the
assessment of impairment is based on an estmat the value in use of the caghnerating units of the
consolidated investees.

If an investee issues additional shares and the Corporation subscribes for these shares at a percent:

different from its current equity in the investee, the resultingd er ence i n the Cor p
investeebs net assets is recorded as an-methddj ust
I nvest ments account s. Any decrease in the Cory

capital surplus. If capital surplus from lostigrm investments is not enough for debiting purposes, the
debit is made against unappropriated retained earning. The carrying amount may also be adjusted at t
Corporationds interestchangde imvebBéeéeenveéstdedse
and retained earnings.

I f the Corporationds equity i n t-imethodinvesteesegualetd e n
exceeds the investment carrying value, plus advancedsetinvestee the recognized investment losses,
except the Corporation committee to provide further financial support for the investee or the losses of the
investee are temporary, should be limited to the extent that makes the investment carrying value an
advances equal to zero.

Gains or losses on sales by the Corporation to equétiyhod investees that are not majority owned are

deferred in proportion to the Cor-gnor Hotwever,rihé sntire q u i
amountsofthg ai ns or | osses on the Corporationods sal e
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Gains or losses on sales generated from eqoéthod investees to the Corporation are deferred in
proportion to the Corporationbs equivalent equit

Gains or losses from sales among all egoigthod investees are deferred in proportion to the product of
the Corporationés equity in one investee multipl

All of the above deferred gains and losses are realizedthpaale of the related products to third parties.
Properties and Assets Leased to Others

Properties and assets leased to others are stated at cost less accumulated depreciation. Major additic
renewals, betterments and interest expense incurnéagdile construction period are capitalized, while
maintenance and repairs are expensed currently.

Depreciation is calculated using the strailyie method over service lives which are initially estimated as
follows: buildings, 3 to 20 years; machigeand equipment, 2 to 5 years; research and development
equipment, 2 to 5 years; facility equipment, 3 to 15 years; transportation equipment, 5 years; office
equipment, 3 to 5 years; miscellaneous equipment, 2 to 5 years; and assets leased to ott#&rg,eHdsto
Properties and assets leased to others still in use beyond their initially estimated service lives are furthe
depreciated over the newly estimated service lives.

If significant asset impairment is determin#tk carrying amount of an assi@t excess of its recoverable
amount is recognized as loss. If the recoverable amount increases, the impairment loss reversal
recognizes as a gain, However, the increased carrying amount of an asset due to impairment loss rever
should not exceed thearrying amount that would have been determined (net of depreciation) had no
impairment loss been recognized for the asset in prior year.

Upon sale or other disposal of properties and assets leased to others, the related cost and accumula
depreciatbn are removed from the accounts, and any gain or loss is credited or charged to current income.

Deferred Charges

The Corporation started to recognize as expenses those research and development expenditures &
developments costs that do not meet tiiteréa for capitalization as these expenses are incurred.

Issuance costs of convertible bonds, except those of bonds issued on or after January 1, 2006, are amorti:
from the issuance date to the expiration date of the redemption period. For thdsésbaad on or after
January 1, 2006, issuance costs are allocated to all components, under their relative fair value, pursuant
the recently released Statements of Financial Accounting Standard.

Deferred charges are amortized using the strdiightmethod over the following periods: technical
know-how, contract period; computer software systento 5 years; tesuun costs and patentss years;
and others 2 to 5 years.

If significant asset impairment is determin#tg carrying amount of an ast in excess of its recoverable
amount is recognized as loss. If the recoverable amount increases, the impairment loss reversal
recognizes as a gain, However, the increased carrying amount of an asset due to impairment loss rever
should not exceethe carrying amount that would have been determined (net of amortization) had no
impairment loss been recognized for the asset in prior year.
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Convertible Bonds

The Corporation records total proceeds from the issuance of convertible bonds, isstee®be¢mber 31,

2005, solely as a liability. In addition, the capital stock account is credited with the par value of the
Corporationds common shares into which bonds ar
assets and liabilities rekd to those convertible bonds as of the conversion date in excess of the amounts
credited to the capital stock account are credited to the capital surplus account. When the bondholde
exercises the put option, the difference between the payment andothedoe of the bonds and other
assets and liabilities related to these convertible bonds is credited or charged to current income.

For convertible bonds issued on or after January 1, 2006, the carrying values of host contract are recorded
total proeeds from the issuance less the (1) fair values of embedded derivatives and (2) issuance cos
allocated to bond payable under the initially relative recognized amount. When the fair value of the bond:
is subsequently measured at amortized cost usingftbetive rate method, the related interest expense or
redemption gain is recognized as losses or earnings. When the bondholder exercises the conversion opiti
before bond maturity, the adjusted carrying value of the debt components (bonds and embaddiresle

are included) is credited to a capital stock accounts. The carrying value of bonds is accounted for by th
interest method until the day before the conversion date, and that of embedded derivatives is the fair valu
of the day before the convéara date.

Employee Stock Options

Employee stock options that were modified or granted in the period from January 1, 2004 to December 31
2007 are accounted for by the interpretations issued by the Accounting Research and Developmer
Foundation of the &ublic of China. The Corporationadopted the intrinsic value method and any
compensation cost determined using this method is recognized in earnings over the employgeeviesting
Employee stock option plans that were granted or modified after Dece3ih 2007 areccounted for

using fair value method in accordance witte Statement of Financial Accounting Standards R®,
AAccount i nhbga sfeodr PSalyampensationdcost determined using fair value method is also
recognized in earnings ovidre employedsrequisite service period.

Treasury Stock

The reacquisition of issued stock is accounted for by the cost method. Under this method, the reacquisitio
cost is debited to the treasury stock account. Treasury stock is shown as a ddduetiove at
sharehol dersd equity. I f treasury shares are r
is credited to paidh capital from treasury stock. If the treasury shares are reissued at less than acquisitior
cost, the defi@ncy is treated first as a reduction of any paidapital related to previous reigs If the
balance in pakin capital from treasury stock is insufficient to absorb the deficiency, the remainder is
recorded as a reduction of retained earnings.

Whenthe treasury shares are retired, the capital stock andmeaapital based on the existing equity are
debited. If the treasury shares are retired at a price lower than its par value aird qagiidal, the
deficiency is credited to paiid capital fromtreasury stock. If the treasury shares are retired at a price in
excess of its par value and pdéidcapital, the excess is debited to pmiccapital from treasury stock. |If
the balance in paith capital from treasury stock is insufficient to absdrb teficiency, the remainder is
recorded as a reduction of retained earnings.

The rporatiod s stock hel d by i ts subsidiari es i s t

investmentsaccounted for using equity method to treasury stockhe cash didends received by
subsidiaries from the Company are recorded uodpital surplus treasury stock transactions.
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Revenue Recognition and Allowance for Sales Discounts

Sales are recognized when titles to products are transferred to customerslypuipoe shipment, since the

major part of the earnings process is completed and revenue is realized or realizable. The Corporatic
does not recognize sales on transactions involving the delivery of materials to subcontractors since th
ownership over th materials is not transferred. Allowance for sales discounts is estimated on the basis of
any known factors that would affect the allowance and are deducted from sales in the period the produc
are sold.

Sales are determined using the fair value afjree by the Corporation and customer. Since the
receivables from sales are collectible within one year and sales transactions are frequent, the fair value
receivables is equivalent to the nominal amount of cash to be received.

Capitalized and Other Expenditures

Expenditures of $60 thousand or more that will benefit periods of more than two years are capitalized
Other expenditures are recorded as expenses or losses.

Pension Costs

For employees under defined benefit pension plans, pension a@stsecorded based on actuarial
calculations. For employees under defined contribution pension plans, pension costs are recorded based ¢
the actual contributions made to employeesd indi

Income Tax

The Corporation applies intgveriod allocation for its income tax, as followsDeferred income tax assets

and liabilities are recognized for the tax effects of temporary difference, unused tax credits and operatin
loss carryforwards. Valuation allowancepiovided for deferred income tax assets that are not certain to
be realized. A deferred income tax asset or liability is classified as current or noncurrent according to the
classification of the related asset or liability for financial reporting. Batdeferred income tax asset or
liability cannot be related to an asset or liability in the financial statements, it is classified as current or
noncurrent on the basis of the expected reversal date of the temporary difference.

Tax credits for certain ygchases of machinery, equipment and technology, research and development
expenditures, personnel training and investments in important techrudegy enterprise are recognized
by the flowthrough method.

Adjustments of prioedytared dedovaoeddt Arxomr ehadd!

Income taxes (10%) on undistributed earnings generated since January 1, 1998 are recorded as expense
the year when the shareholders resolve to retain the earnings.

Foreign-currency Transactions

Nonderivativeforeign-currency transactiorare recorded in New Taiwan Dollars at the rates of exchange in
effect when the transactions occur. Exchange gains or lassdke settlement oforeigncurrency
transactions or monetary assets and liabslitkenominated in foreign currencias prevailing exchange
ratesare recognized as current income. On the balance sheet date, the balances of nonmonetary assets
liabilities, except those carried at cost be valued at the historical rate of the ttadardarestated at
prevailing exchange rates, and the resulting differences are recorded as follows:

a. F

i n n
s ha

I [ truments at f aasran admdtmert componeatwigdar s
der s

anci a S
rehol 6 equity;
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b. Financial instrumentat fair value through profit or losredits or charges to current income; and

c. Equity-method investmentsas cumul ati ve translation adjust me
The spot rates use the middle price of mainly correspondent bank.

Hedging Derivative Financial Instruments

Derivativesthat qualify as effective hedging instruments areeasuredat fair value, with subsequent
changes in fair value recognized either in profit or loss, shareholde®equity, depending on the nature

of the hedang relationship.

Hedge Accounting

Hedge accountingor cash flow hedgeecognizes theffsetting changes in fair values of the hedging
instrument and the hedged item onfjiror lossas follows:

The effective portion of changes in the faialue of the cash flow hedges are deferred in equity. The
amount recognized in shareholdieegjuity is recognized in profit or loss in the same year or years during
which the hedged forecast transaction or an asset or liability arising from the hedgedtftiansaction
affects profit or loss. However, if all or a portion of a loss recognized in sharelicddernsy is not
expected to be recovered in thure; the amount that is not expected to be recovered is recycled in profit
or loss.

Reclassifiation

Certain accounts in the financial statements as of and for the three months ended March I3dvye2b6éen
reclassified to be consist with the financial statements as of and for the three months ended Mar&h 31, 200
. ACCOUNTING CHANGES

Accounting forBonuses tdemployees, Directors and Supervisors

In March 2007, thé\ccounting Research and Development Foundatismedinterpretatior2007%052 that
requires companies to recognize as compensation expenses bonuses paid to endieytes and
supervisors beginning January 1, 2008. These bonueses previouslyrecorded as appropriations from
earnings The adoptiorof this interpretatiorhad no impact on net loss for the three months ended March
31, 2008.

ShareBased Payment

Effective January 1, 2008, the Corporation adopted Statement of Financial Accounting StéfBBAID)
No.39,A Account i nbga sfeodr PShyamreent , 6 whi ch r e dpasédrpaysentc o m
transactions in the financial statements at fair valdehis change in accounting principle did not have any
effect on the Corporationbs financial statement :
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4. CASH AND CASH EQUIVALENTS

March 31
2008 2007
Time deposits $ 7547,184 $ 30,049,731
Demand deposits 6,050,516 1,524,246
Bonds purchased under resell agreements 2,309,263 11,117,471
Checking accounts 233,883 440,804
Cash on hand 100 100

$ 16,140,946 $ 43,132,352

As of March 31, 2008 time deposits with maturities of over one yeahich are included in the restricted
depositsamounted to NT$5,000thousand.

Overseas bank deposits as of March 31, 2008 and 2007 are summarized as follows:

March 31
2008 2007

Japan JPY&2,377thousand in 2080 andJPY627,506 thousand in 2007 $ 199,693 $ 175,827
Hong Kong- US$6 thousand and HK®L,651thousand in 208 and

US$9 thousand and HK$27,766 in 2007 124,858 117,742
Singapore US$1,094thousand, JPY83,637 thousand and HK$9,165

thousand in 2008 arldS$1,070thousand, JP83,637 thousand and

HK$3 thousand in 200 94,692 58,847
Luxembourg- US$,919thousand in 20® andUS$2,774 thousand in
2007 88,745 91,804

$ 507,988 $ 444,220

5. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

March 31
2008 2007

Financial assets
Domestic listed stocks $ 3,432,859 $ 6,311,987
Foreign listed stocksUS$177thousandcand JPY,404,36Qhousand
in 2088 andUS$333 thousand, JPY1,958,245 thousand and

HK$2,255 thousand in 2007 435,263 569,271
Mutual funds - 385,571
Forward exchange contracts 16,329 -
Interest rate swap contracts 4,464 -

$ 3,888,915 $ 7,266,829

Financial liabilities

Forward exchange contracts $ 311,854 $ -
Interest rate swap contracts 42,565 30,426
Debt components of convertible bonds (Noig 1
Conversion option 325,393 1,391,356
Put option 253,024 135,871

$ 932,836 $ 1,557,653
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The Corporation used forward exchange contracts, -ctorsency swap contracts and interest rate swap
contracts during the three months ended March 31, 2008 and 2007 tgemaxy@osures related to
fluctuations of foreign exchange rate and interest rate. The purpose of such transactions, which did nc
meet the criteria for hedge accounting prescribeBRAS No. 34 - fiFinancial Instruments: Recognition

and Measuremend, © reedgé market risks and cash flow risks.

The Company did not enter into any crassrency swap contracts during tineee months ended March 31,
2008. As of March 31, 2007, all crossurrency swap contracts had expired

As of March 31, 2007, all favard exchange contracts had expireatstanding forward exchange contracts
as of March 3, 208 were as follows:

Contract Amount

Currency Maturity Date/Period (In Thousands)
March31, 208
Sell USHIPY April 3, 2008- May 14, 2008 US$109,364/JPY 10,800,001
Buy NT$USS$ April 2, 2008- July 2, 2008 NT$11,977,250/US$390,0(

Outstanding interest rate swap contracts as of March 31, 2008 and 2007 were as follows:

Contract Amount Range of InterestRange of Interest

(In Thousands) Maturity Period Rates Paid Rates Received
March 31, 208
$ 200,000 May 31, 2004 March 24, 2009 1.70% 2.24%2.29%
200,000 June 1, 2004 March 24, 2009 1.85% 2.24%2.29%
200,000 June 3, 2004 March 24, 2009 1.60% 2.24%2.29%
200,000 June 16, 2004March 24, 2009 1.40%3.68% 2.24%2.28%
500,000 September 17, 2007uly 31, 2012 2.99% 2.67%2.74%
1,000,000 October 5, 2007 January 31, 2013 3.15%3.16% 2.67%2.74%
1,000,000 October 5, 2007 January 31, 2013 3.13%3.14% 2.67%2.74%
1,000,000 October 9, 2007 January 31, 2013 3.129%63.13% 2.67%2.74%
500,000 November 2, 2007 January 31, 2013 3.15%3.18% 2.66%2.74%
1,000,000 November 13, 2007January 31, 201: 3.19%3.22% 2.67%2.74%
1,000,000 November 14, 2007January 31, 201: 3.15%3.18% 2.67%2.74%
1,000,000 November 14, 2007January 31, 201: 3.149%3.17% 2.67%2.74%

March 31, 2007

$ 400,000 May 31, 2004 March 24, 2009 5.35%65.37% 1.71%1.78%
400,000 June 1, 2004 March 24, 2009 1.85% 1.719%1.78%
400,000 June 3, 2004 March 24, 2009 5.35%5.37% 1.719%1.78%
400,000 June 16, 2004 March 24, 2009 4.15%4.17% 1.71%1.78%
100,000 July 2, 2004 May 20, 2007 5.36%5.38% 1.71%1.77%
100,000 July 2, 20@ - May 20, 2007 4.31%4.33% 1.71%1.77%
100,000 July 2, 2004 May 20, 2007 4.31%4.33% 1.71%1.77%

Net losses and gains arising from financial assets held for tradingb28%723 thousand ar§l69,158
thousand for the three months ended March2BD8 and 2007, respectively. Net losses and gains arising
from financial liabilities held for trading wer$33,518 thousand an#467,116 thousand for the three
months ended March 31, 2008 and 2007, respectively.

-19-



As of March 31, 2007, allcreditlinked notes (CLN, original presented undein&ncial instruments
designated at fair value through profit or loss) had expirddiarch 31, 2007 Net gains on the CLN &re
$1,288 thousantbr thethree monthgended March 31, 2007.

. AVAILABLE -FOR-SALE FINAN CIAL ASSETS - CURRENT

March 31
2008 2007

Domestic listed stocks $ - % 80,407
Foreign listed stockdHK$252thousand in 208, HK$7,960 thousand

in 2007 984 33,671
Mutual funds

Openend - 129,123

Closal-end- HK$8,987 thousand in 2008tT$228,600 thousand and

HK$10,026thousandn 2007 35,139 271,008

$ 36,123 $ 514,209

. ACCOUNTS RECEIVABLE

March 31
2008 2007
Related parties
Accounts eceivable $ 3,763,251 $ 8,342908
Allowance for doubtful accounts (38,685) (83,097)
Allowance for sales discounts (208,000 (428,180

3,516,566 7831631

Third parties

Accounts receivable 1,471,524 3,197,528
Allowance for doubtful accounts (17,156) (44,223)
Allowance for sales discounts (82,000 (644,30))

1,372,368 2,509004

$ 4,888,934 $ 10,340,635

The factored accounts receivabkeof March 312008are summarized dellows:

Unit: In Thousands

Interest
Rateson
Advances  Advances
Receivables Amounts Received at Received
Counter-parties Sold Collected March 31 (%) Credit Line
TaipeiFubonBank UsS$ 32,172 US$ - US$ 28,955 3.02 US$ 120,000

The above @dit linewhich will expire on August 2, 2008 can be utilized on a revolving basis.
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Pursuant to the factoring agreements, losses from commercial disputes (such as sales returns and discoul
shall be borne by the Corporation, while losses from crisflishall be borne by the bank.

As of March 31, 2008, retentions held for the factoring of accounts receivable in amount of US$3,217
thousand was presented under other receivables.

. INVENTORIES
March 31
2008 2007
Finished goods $ 1,587,202 $ 887,510
Work in process 8,273,349 8,337,034
Materials and supplies 2,165,637 2,529,180
12,026,188 11,753,724
Allowance for losses (5,382,686 (455,199

$ 6,643,502 $ 11,298,530

. HELD-TO-MATURITY FINANCIAL ASSETS

March 31

2008 2007
Veutron Cor pissuefin2654ul) r on o) $ 80,000 $ 80,000
MaxEdge EIl ectroni eissue€io2005.() ( i Ma> 30,000 30,000
MaxEdge- issued in 2005 (l1) 30,000 30,000
Veutron- issued in 2006 (1) 25,000 25,000
MaxEdge- issued in 2005 (l11) 20,000 20,000
Veutron- issued in 2002 (1) - 14,000

185,000 199,000
Current portion (80,000 (14,000

$ 105,000 $ 185,000

Bond investments were as follows:

Principal Interest

Amount Rate Maturity
Held as of March 31, 2@0
Veutron- issued in 2005 (1) $ 80,000 3.50% April 2009
MaxEdge- issued in 2005 (1) 30,000 3.25% August 2008
MaxEdge- issued in 2005 (I1) 30,000 3.25% October 2008
Veutron- issued in 2006 (1) 25,000 3.50% February 2010
MaxEdge- issued in 2005 (III) 20,000 3.25% December 2008
Matured as oMarch 31, 208
Veutron- issuel in 2002 (II) 14,000 3.50% 30% of principal repayment in November 20

and the remaining 70% in November 200

The above bond investments were acquired through a private market transaction, with certain restrictions ©
the transferability of the bais under the Securities and Exchange Act.
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10. FINANCIAL ASSETS CARRIED AT COST - NONCURRENT

March 31
2008 2007

Domestic unlisted common stocks $ 815,814 $ 593,783
Domestic unlisted preferred stocks 10 10
Foreign unlisted common stocksJS$613thousand and JP04,159

thousand in 208; US$660 thousand and JPY153,670 thousand in 20( 46,044 64,470
Foreign unlisted preferred stockelS$7,602thousand in 208, US$7,252

thousand in 2007 247,415 235,882

$ 1,109,283 $ 894,145

The above investments did not have quoted prices in an active market and their fair value could not b
reliably measured. Thus, they were carried at original cost.

The Corporation revalued the recoverable amati the investment in unlisted common stoftksthe three

months ended March 31, ZD@nd recognized impairment losses on financial assetd48&lthousand,
which were presented under rRoperating expenses and loss@apairment loss.

11. EQUITY -METHOD INVESTMENTS

March 31
2008 2007
% of % of
Owner- Owner-
Amount ship Amount Ship
Rexchip $ 19,658,494 4551 $ 347 100.00

Quantum Vision Corp. (fAQu 3850343 99.99 3,842,458  99.99
LikHsin I nvest MesntnoGorp. (¢ 1978734 99.94 2,062,174 99.94
Paramax Corp. (AParamaxo) 1,366,288 99.99 1,487,346  99.99

Gl obal Powertec Co. , Lt d. 1,254,744 100.00 564,616 100.00
Rui-Wang Investmen Co r pWa n( gioR)u i 1,015,197 100.00 799,560 100.00
Smart Art Corp. (ASmart A 661,295  44.87 351,408 43.92
Lu-Chu Devel opm&mtuoGor p. ( 584,749  27.02 574,883  27.18
Zhi-L i Investménd)l nc. (AZh 508,520 28.97 599238 32.31
Artrix International Corp 311,401 23.54 282,298  25.17
Novax Technol ogi es, |l nc. 277,878 24.54 336,901 24.66
Luxxon Technology Corp. ( 106,915  20.15 124,088 20.15
Veutron Cor p. (AVeutrono) 104,614 9.60 144,763 9.60
Zentel Electronics Corp. 104,525 19.37 55,002  20.03
Tekmax Devel opment Corp. 103,122  15.57 77,040 15.65
Powerfl ash Technol ogy) Cor 91,076  27.50 124,610 51.00
Syntronix Corp (ASyntron 84,809  19.43 86,366  19.91
Deutron Japan-Jaopram.o)( iDeu 82,523  38.98 78,140  38.98
SynagdnvestmenCor p. (ASynageo) 80,329 21.01 67,351  19.97
Optimicro Corp. (AOptimic 71,109 29.40 98,232  29.40
Terax Communication Techn 50,919 14.71 47,189  17.40
Ubilux Optoelectronics Corporatiofigbiluxo) 50,764  11.97 - -
(Continued)
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March 31

208 2007
% of % of
Owner- Owner-
Amount ship Amount Ship
Retronix Technology Corp.$ 44,244 1429 $ 48,758  14.29
Network Holdings Ltd Nétfork Holdings ) 31,592 8.70 - -
Ast el El ectronics Corp. ( 30,274  40.00 57,464  40.00
Vivichip Electronics Corp 25411  40.00 37,491  40.00
ANAX Technology Corporati 24,000  30.00 - -
Mi croMedia Technology Cor 15,760  30.00 28,743  30.00
Lontium Semiconductor Corp Lgnfiumo) 4511 3571 - -
MaxEdge - 13.39 - 13.39
Deutron Electronics Corp. - - 229,968 9.44
Siptron Technology Corpor - - 35,316  32.00
AVAC Systems, Inc. (AAVAC - - 30,608 23.31
SigniaTechnbogi es Co. , Lt d. (A - - 24,007 28.01
Power Gate Optical, lnc. ( - - 11,561 5.26
32,574,230 12,307,926
Prepayment
Renesa$PDrivers Inc ( RenesaSP-J apano) 305,600 - -
MicroMedia Technologyorp.( i Mi c or Me d i 21,600 - -
327,200 -
$ 32,901,430 $ 12,307,926
(Concluded)
The difference between the cost of the invest me

recognized as goodwill. The chanige goodwill for the three months ended March 31, 20as as
follow:

Three Months

Ended
March 31,
2007
Cost
Beginning balance $ 49,471
Recognized -
Ending balance 49,471
Accumulated impairment loss
Beginning balance -
Recognized 49,471
Ending balance 49,471
$ 0 -

For the three months ended March 31,72@8e Corporation revalued the recoverable amount of goodwill
and recognized impairment loss of investment in Signia amounting to $49,47 arttipwghichwas
presented under nonoperating expenses and logsapairment loss.

In the third quarter of 200 the Corporation invested Metwork Holdings which was accounted for by the
equity method.

In the fourth quarter of 208, the Corporatiorand its subsidiariemvested inUbilux and Lontium which
was accounted for by the equity method.
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In the first quarter of 2007, the Corporation and its subsidiaries no longer exercised significant influence or
Neo-Solar and Silicon. Thus the Corporatioeclassified the related investments from egmigthod
investments into financial assets carried at eashcurrent.

In the second quarter of 2007, the Corporation and its subsidiaries no longer exercised significant influenc
on Deutron and Power@a Thus the Corporation reclassified the related investments from-ewgtitpd
investments into financial assets carried at easncurrent.

In March 2007, Luxxon merged with Luxchip, with Luxxon as the survivor company. As the result of the
merge, the Corporation owned 20% of Luxxon; thus, this investment was accounted for by the equity
method.

In Septembe007,AVAC merged withSynage with Synageas the survivor company. As the result of
the merge the Corporation owned 20% 8fynage thus,this investment was accounted for by the equity
method.

In October2007, Terax merged with Signia, with Terax as the survivor company. As the result of the
merge, the Corporation owned 20% of Terax; thus, this investment was accounted for by tlye equit
method.

In DecembeR007, ZhiLi merged with Siptron, with ZhLi as the survivor company. As the result of the
merge, the Corporation owned 20% of Zhi; thus, this investment was accounted for by the equity
method.

As of March 31, 2008, the Caopr at i on6s equity in the |l oss of M
value. The recognized equity in loss was limited since the Corporation did not guarantee the obligations o
Max Edge. However, the Corpor at i o nabasteed entiraysthusie nt
the bond investment wil!/ not have a materi al ef f

As of March 31, 2008 and 2007, the Corporation and its subsidiaries owned more than 20% of the following

i nvest ees 6 esutThus,ahe dnvestigents Wweser accounted for by the equity method. The
combined holding percentages are summarized as follows:

March 31

2008 2007
Veutron 26% 27%
Zentel 24% (Notel)
Tekmax 41% 41%
Syntronix 21% 22%
Synage (Notel) 48%
Terax 24% 30%
Ubilux 25% (Note2)
Retronix 20% 26%
Network Holdings 27% (Note?2)
MaxEdge 45% 48%
Deutron (Note 3) 20%
PowerGate (Note 3) 20%

Note 1: As of March 31,2008 and2007, the Corporation alone owned more th&@nh% of t he i n
outstanding shares, thus, the combined holding percentages were not separately disclosed.

Note 2: The Corporation acquired the investments through 2007.

Note 3: As of March 31, 208, the investees were listed under financial assgtsed at cost noncurrent.
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Investment income (losses) which were recognized bases on unreviewed financial statements, ar
summarized as follows:

Three Months Ended

March 31
2008 2007
Rexchip $ - $ (421)
Quantum (257,949) 171,496
Li-Hsin (69,733) 41,730
Paramax (8,609) (18,276)
Global Powertec (12,581 71,671
Rui-Wang (3,169) (684)
Smart Art (1,638) (1,377)
Powerflash - (2,612
Siptron - (381)

$ (353679) $ 261,146

The Corporation had controlling interests only in the above investees. Thus, the Corporation did not
account for investment income or loss of the other equa#éthod investees for the period.

Adjustments tothe equitymethod investment account and unrealized gain (loss) on avéiaidale
financi al assets, which were recognized on the
were summarized as follows:

Three Months Ended

March 31
208 2007
Quantum $ (23,622 $ (31,630
Li-Hsin 9,802 2,156
Paramax - (290)

$ (13,820 $ (29,764

The market valugeof 432 thousand shares of Veutrbeld by the Corporatigran investment hich was
registered with the Taiwan Securities Exchange Center (T,$&3$6,348thousancand$9,760thousand
as of March 31, 2@and 2007respectively.

According to the regulation No. 0960064020 issued by Financial Supervisory Commission, ExXégatiye
the consolidated financial statements as of and foihtlee month&ndedMarch31, 20®, had included all
subsidiaries.

12. DERIVATIVE FINANCIAL INSTRUMENTS FOR HEDGING

Derivative financial instruments for hedging (referethlote 26) consised of the following:

March 31,2008
Derivative financial liabilities for hedging

Noncurrent
Interest rate swap contracts $3,933

-25-



13.

In order to maintain net interest income and expenditure, the Corporat®casteflow hedgeot avoid
interest rate risk The main purpose of cash flow hedge to reduce interest rate risk by converting the
money market linked floating rate transactions ffited interest ratéransactions. e Corporation uses
interest rate swap contradr cash flow hedgig. The aitstandinginterest rate swapontractsas of
March31, 2008were as follows:

Contract Amount

(in Thousands) Maturity Date Rate Paid Rate Received
$ 500,000 January 31, 2013 2.57% 2.26%
500,000 January 31, 2013 2.50% 2.26%
PROPERTIES

Accumulated depreciation on properties consisted of the following:

March 31
2008 2007
Buildings $ 2,940,935 $ 2,430,285
Machinery and equipment 99,176,286 73,144,548
Research and developmentgmnent 524,334 321,177
Facility equipment 14,020,364 11,186,611
Transportation equipment 10,865 10,543
Office equipment 377,381 310,875
Miscellaneous equipment 793,171 588,523

$117,843,336 $ 87,992,562
Total depreciation expenses for the three months ended March 31, 2008 and 200#8,%@8495
thousand an&7,224,467 thousand, respectively he details of properties pledged as collateral are shown
in Note 3.

Interest capitalization is summarizesifallows:

Three Months Ended

March 31
2008 2007
Total interest expenses $ 744163 $ 350,047
Capitalized amount 45,826 52,468
Rates used in capitalizing interests 35%6-363% 3.13%3.16%

The Corporatin is currently expanding itdird 12-inch factoly ( A F R®B, namediFAB 12Mo before
January 1, 2008 The related total estimated and recognized costsMarch 31, 20@ were summarized
as follows:

Total Total
Estimated Recognized

FAB Cost Cost
P3 $ 70,000,000 $ 64,227,204
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14. DEFERRED CHARGES, NET

March 31
2008 2007
Technical knowhow $ 5,051,473 $ 2,675,652
Computer software system 141,383 241,677
Patent 8,750 13,750
Issuance costof the convertible bonds 461 4,406
Testrun costs - 38,361
Others 286,447 394,221

$ 5488514 $ 3,368,067
Technical knomhow f ees are amounts paid by the Corpora

andRenesas@ch Cor p. (ARenesaso0) under sever al agr e
certain technologies on the manufacture of dynamic random access memory.

15. SHORT-TERM BANK LOANS

March 31, 2008

Working capital loans US$3,430thousand an8iT$500,000 thousanddueby
December 208, interest at 50%-3.40% $5,104289

16. ACCRUED EXPENSES

March 31
2008 2007
Royalty $ 2,787,507 $ 1,896,711
Technical knowhow 1,919,205 280,200
Bonusand Salaes 269,155 666,353
Others 1,258,968 1,741,067

$ 6,234,835 $ 4,584,331
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17. CONVERTIBLE BONDS PAYABLE

March 31
2008 2007

Overseas unsecured bonds
Issued in 2004 (5) US$157,850 thousand $ 4,799429 $ 5,223,099
Issued in 2005 (6) US$13H)0 thousand in 208 US$135,850 thousand

2007 4,119,878 4,495,141
Issued in 2006 (7) US®9,240thousandn 2008;US$118,717 thousarnd

2007 3,926,237 3,928,859

12,845,544 _ 13,647,099

Domestic unsecured bonds

Issued in 2005 (1) NT3$603,90@housand in 208 NT$3,970,000

thousand in 2007 3,603,900 3,970,000
Issued in 2005 (2) NT8147,00¢housand in 208, NT$5,938,900
thousand in 2007 5,147,000 5,938,900

8,750,900 9,908,900
21,596,444 23,555,999
Current portion (9,073,237 (3,970,000

$ 12,523,207 $ 19,585,999

In June and July 2004, the Corporation issuedys@& unsecured, zemoupon convertible
2 0 0 4 dh) an aggrégate principal of US$158,050 thousand. Bonds 2004 are listed on the Luxembourg
Stock Exchange. They are convertible into the
share (at an exchange rate of US$1.00 to NT$33.53; conversionspaidigistable and the conversion price

is NT$2.17 per sharess of March 31, 208) between July 17, 2004 and May 18, 2009 and will mature on
June 17, 20009. At the holdersdéd option, Bonds 2
their prindgpal. Under certain conditions, either the holders of Bonds 2004 or the Corporation may opt for
early bond redemption. As d&flarch 31, 208, some of the holders of Bonds 2004 exercised their put
option, requiring the Corporation to spend US$200 thoufarttie repurchase of the outstanding bonds.

On February 2, 2005, the Corporation issued-yiear unsecured, zemoupon convertible
2005A0), with an aggregate princiopal of US$160,
Exthange Securities Trading Limited. They are
NT$26.62 per share (at an exchange rate of US$1.00 to NT$31.863; conversion price is adjustable and tt
conversion price is NT8l87 per shares of March 31, P08) between March 3, 2005 and January 3, 2010
and will mat ure on February 2, 2010. At t he h
February 2, 2007 at 100% of their principal. Under certain conditions, either the holders of Bonds 2005A
or the Corporation may opt for early bond redemption. AMafch 31, 208, holders of Bonds 2005A

with principle amount of US$2800 thousand had requested to convert these bonds iMb83Bpusand
common shares, which had all been issued.

In June 2006 the Corporation issued fiwear unsecured, zemmupon (with 8.66% effective rate)
convertible bond (ABonds 20060) , with aggregat e
listed on the Luxembourg Stock Exchange. They are convertible in@dhe por ati onés com
GDS at NT$21.95 per share (at an exchange rate of US$1.00 to NT$32.729; conversion price is adjustab
and the conversion price is NI$.53per sharess of March 31, 208) between July 30, 2006 and May 31,
2011 and will mattr on June 30, 2011 at 106. 43% of their
Bonds 2006 may also be repurchased on June 30, 2008 at 102.52% of their principle amount. Unde
certain conditions, either the holders of Bonds 2006 or the Corporationph&yr @arly bond redemption.

As of March 31, 208, holders of Bonds 2006 with principle amount of US$150 thousand had requested to
convert these bonds into 242 thousand common shares, which had all been issued.
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Under $AS No. 36 fFinancial Instrumest Di scl osur e and Presentati on
conversion option and put option from Bonds 2006 and recognized these options as financial liabilities a
fair value through profit or loss.The total issuance cost of bonds was allocated taaheersion option,

put option and bond payable at the percentages of initially relative recognized amount. The amoun
allocated to the conversion option and put option was presented undeperating expenses and losses.
The remainder, which was allded to bonds payable, was amortized using the effective interest rate
method and presented under interest expenses. The recognized amounts are summarized as follows:

March 31
2008 2007

Face value of Bonds 2006 US$ 160,000 US$ 160,000
Debt Components

- Conversion option (40,758 (40,758

- Put option (5,757) (5,757)
Bond payable 113,485 113,485
Issuance costconvertible bond (2,043 (2,043
Amortized costs on initial recognitiaf bond payable 111,442 111,442
Conversion

- Face value (150) (100)

- Elimination 40 27
Interest expense 17,908 7,348
Amortized costs of bond payable, end of year US$ 129,240 US$ 118,717

In June 2005, the @poration issued fivgear unsecured, zemwoupon convertible bon
with an aggregate principal of NT$4,000,000 thousand. Bonds 2005B are listed on the Taiwan GreTa
Securities Market. They ar e clarsatNT$24.02per shara tthe t
conversion price is adjustable and the current conversion price is/NO%ier share as dflarch 31, 208)

bet ween July 28, 2005 and June 17, 2010 and wi | |
2005B mayalso be repurchased on June 28, 2007 at 100% of their principal. Under certain conditions,
either the holders of Bonds 2005B or the Corporation may opt for early bond redemption. M&siof31,

2008, holders of Bonds 2006 with principle amount of I89&,100thousand had requested to convert these
bonds inta20,589thousand common shares, which had all been issued.

In June 2005, the Corporation issued fjgar unsecured, zemoupon convertible bon
with an aggregate principal of N6®00,000 thousand. Bonds 2005C are listed on the Taiwan GreTai
Securities Market. They are convertible into t
conversion price is adjustable and the current conversion price is6NB%ier shares ofMarch 31, 208)

bet ween July 28, 2005 and June 17, 2010 and wi | |
2005C may also be repurchased on June 28, 2008 at 100% of their principal. Under certain conditions
either the holders of Bon@905C or the Corporation may opt for early bond redemption. AMaoth 31,

2008, holders of Bonds 2005C with principle amount of 18%%,000thousand had requested to convert
these bonds intd5,171thousand common shares, which had all been issued.
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18.

19.

LONG-TERM BANK LOANS

March 31
2008 2007

Long-term secured syndicated loans (1) $ 1,450,000 $ 2,900,000
Long-term secured syndicated loans (2) 7,500,000 11,250,000
Long-term secured syndicated loans (3) 11,000,000 15,000,000
Longterm secured syndicated loans (4) 36,478,600 4,000,000
Longterm secured syndicated loans (5) 13,230,000 -
Long-term secured syndicated loaG$ ( 2,400,000 -
Mediumto longterm loans - 458,33

72,058,600 33,608,333
Current portion (13,875400) (9,506,667

$ 58,183,200 $ 24,101,666

Those loans are payable quarterly or semiannually at varying amounts. They will be fully repaid by
January2013. They bear interestates ranging fron3.43% to 4.75% and frorB.75% to 4.35% for the
three months ended March 31, 8Ghd 200, respectively.

The longterm secured loans were obtained from syndicates of banks. The loan agreements require, amor
others, the maintenancaf certain financial ratios based on annual financial statements. For 2007,
however, theCorporationhad not met the current ratio requirement. Thus, as stated in the loan agreement,
the Corporation should enhance its financial structure within a sgebtifine, or the Corporation has to pay

a defaultfine based on a percentage of the balance of the syndicated loan. Nevertheless cthe taan

states that falling short of the financial ratio is not regarded a default of the contract. In addition, th
Corporation has made an accrual for the potential penalty charges. Thus, the Corporation considers th
not meeting the current ratio requirement would not have a material effect on its operational and financia
activities.

Thelists of assets pledgkas collateral are shown in Noté. 2

PENSION PLAN

The Labor P e nlPAdo)n tAocotk (etfhfee cit on July 1, 2005.
Standar ds SLoaw p(rtiboer ftlo July 1, 2005 were aléowe:
LSL or to be subject to thePA, with their service years as of July 1, 2005 retained. Those hired as
regular employees on or after July 1, 2005 automatically become subjectAthe

The pension plan under the LPA is a defined contribution plBased on th&PA, the Companymakes
mont hly contributions to e mptl6wygfaenenthfy salanes ansg watjesa |
Suchpension costs were4$,562thousan and $8,873thousand for the three months endédrch 31,
2008 and 200 Fespectively.

The Corporation has a defined benefit pension plan under the Labor Standards Law, which provides benefi
based on length of service and average salaries and wages for the last six months of employment. Tl
Corporation contributes monthly topgnsion fund amounts equal to 2% of salaries and wages. The fund
is administered by a pension fund committee and the contributions to the fund are deposit&airk thie
Taiwan (previously known aSentral Trust of Chinawhich merged wh Bank of Taiwan on July 1, 2007,

the survivor company)u nd e r the committeeds name. In add
obligation in excess of the plan assets is contributed to thebfuntnthly installment of five years.

Pension costs based on actuadalculation in the three months ended March 31,8286d 200 were
$16,643thousand and $1092thousand, respectively.
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20.

Fund balances were3%4,640 thousand and $270,373 thousand as of March 318 26@ 200,
respectively.

SHAREHOLDERSGS® EQUITY

Under the ROC Company Law, capital surplus (excluding amounts arising from-ewaiitgd investments

which can not be used in any way) may only be used to offset a deficit or be transferred to capital as a stoc
dividend. Such transfer as stock divideadimnited to the issue price in excess of the par value of stock
issued, and distribution is based on respective equities of shareholders.

The Corporationbds Articles of I ncorporation pro
approprated as follows:

a. 10% as legal reserve;
b. Special reserve;
c. Preferred cash dividends and bonus based on the terms of their issuance;

d. Of the remainder after deducting items a, b and%, to 2% as remuneration of directors and
supervisors iad 10% as bonus to employeesThe Corporation may issue stock bonus to employees of
an affiliated companies if these employees meet the conditions set by the board of directors or by th
boards duly authorized designee;

e. The remainder as bonus to sffaolders.

In the Board of Director meeting held at April 8, 2008, the Corporation revisartitde No. 35 of
incorporation to arise the appropriation of bonus to employees telb286 Aforementioned resolution of
the Corporatiods article should bepproved by the shareholdéraeeting on May 30, 2008.

Under the regulations promulgated by the Securities and Futures Bureau (SFB, formerly the Securities ar
Futures Commission before July 1, 2004), a special reserve equivalent to the debit balagcacobant
under sharehol dersdé equity section in the balan
made from unappropriated retained earnings. Al
subsidiaries is lower thaheir carrying value, the Corporation should appropriate a special reserve equal to
the difference between market price and carrying value. The Corporation may release a portion of thi
special reserve when debit balances are patrtially or fully reversed.

The Corporationds policy is to declare at | east
50% should be in the form of stock.

The ROC Company Law provides that the appropriation for legal capital reserve shall be made until the
resev e equal s t he -irCcapitpl.o iThetréseove dnay be aseddto offset a deficit, or be
distributed as dividends and bonuses for the portion in excess of 50% of thim gaigital if the
Corporation has no unappropriated earnings andtherdsealeance has exceeded 50
paidi n capital. Al so, when t he r es dnrcap#al tpados50% o a c h
the reserve may be transferred to capital.
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These appropriations and the disposition of the unapptef retained earnings should be approved by the
shareholders in, and given effect to in the financial statements of, the year following the year of earnings
generation. Under the Integrated Income Tax System, which took effect on January 1, 1968t resid
shareholders (including corporate shareholders) are allowed a tax credit for the income tax paid by thi
Corporation on earnings generated since 1998. An imputation credit account (ICA) is maintained by the
Corporation to monitor the balances of theome tax paid and the tax credit allocated to each shareholder.
The maximum credit available for allocation to each shareholder cannot exceed the ICA balance on th
dividend distribution date.

The appropriation of earnings for 200@svesolved by theltsar e hol der s 6 meet Theg or
appropriation and dividend per share were as follows:

Dividend Per Share
Appropriation of Earnings (NTS)
For Fiscal Year 2006 For Fiscal Year 2006

Legal reserve $ 2,732,758 $-
Cash divided 10,322,849 148
Stock dividend 6,881,899 0.99
Empl oyeesd -pnrcasti i t s hal 1,477,394 -
Empl oyeesd -pnrstodki t s hal 984,929 -
Remuneration to directors and supervisors 738,697 -

$ 23,138526

On March7, 20B,theCor por ati onods B 0 a r t offsef theBorpoeatiais defict ofr e s ©
$5,231,210 thousand by the legal reservehis resolution will be submitted to the shareholderstheir
approvalin their meeting orMay 30, 208B. Information onaccumulated deficit offsatan be accessed
online through the Market Observation Post System of the Taiwan Stock Exchange Corporation.

On March 7, 2006, the Board of Directors resolved to raise the Corpdsatiapital to $120,000,000
thousand and appved the issuance of up to 1,000,000 thousand shares of capital stock in the form of
common shares or GDSThis resolution will be submitted to the shareholders in their meeting on May 30,
2008.

On April 8, 2008, the Board dbirectors resolvedto spinoff the Corporatiofs &inch fab, withthe related
value of $7,500,000 thousandnto the Corporatioss wholly owned company, Maxchip Electronics
Corporation. The record date of this spoff is April 1, 2008. The assets and liabilities to be spun eff ar
as follows:

2007
Proprieties, net $ 7,005,814
Other assets 185,268
Current liabilities (1,125,990
Net assets 6,065,092
Long-tem equity investmentacquired (7,500,000
Cash paid $ (1,434908)

On Apil 16, 2008, the Board of Directors approved thavateissuance oforeign unsecured convertible
bonds in the amounts of no more thd8%350,000thousand This resolution will be submitted to the
shareholders in their meeting on May 30, 2008.
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For the threemonthsendedMarch 31 208 and 200, movements ofinrealized gain or loss on financial
instrumentsvere as follows:

Available- Valuation
for-sale Equity - Loss on
Financial method  Cash Flow
Assets Investments Hedge Total
Three months ended Mdr81, 2008
Beginning balance $ (12,279 $ 238,534 $ (1,750) $ 224,505
Recognizedis har ehol der s6 eq (8,445) (13,820 (2,183) (24,4498
Transferred to profit or loss 7,158 - - 7,158
Endingbalance $ (13,566) $ 224,714 $ (3,933 $ 207,215
Three months ended March 31, 2007
Beginning balance $ 67,672 $ 637,660 $ - $ 705,332
Recognizedis har ehol der sé6 eq (27,482 (29,764) - (57,246)
Transferred to profit or loss (1,353 - - (1,353
Ending balance $ 38,837 $ 607,896 $ - $ 646,733

For the threemonthsendedMarch 31 208 and 200, movements of translation adjustmentsre as
follows:

Exchange
Differences
Arising from
the Translation
of the Financial

Statementsof
Foreign
Operations
Three months ended March 31, 2008
Beginning balance $ (29,483
Recognizedis har ehol dersdé equity (71,436)
Ending balance $ (100,919
Three nonths ended March 31, 2007
Beginning balance $ (30,652
Recognizedis har ehol dersdé equity 7,578
Ending balance $ (23,079

EMPLOYEE STOCK OPTION

On May 28, 2001, June 28, 2002 and April 22, 2003, the Securities and Ritunesission approved the

Corporationbés employee stock option plans, her e

Pl an, 0 r eAlsp,eoc November §, 2007 thenancial Supervisory Commission, Executive Yuan

approved the Corporatibns e mp|l oyee st ock option pPRlaarsge200kr ei

Plan, 2002 Plar2003 Plarand 2007 Plahave reserved 150 thousand, 150 thodsd?0 thousand an240
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thousand option units, respectively, with each unit representing 4@08s of common stock, for a total of
660,000 thousand shares for issuance. These options generally vest over a period of tvab yearsain
percentage each year, from two years after the date of grant. They may be exercised within four yea
from two years after the date of grant.

Other information on the stock option rights plan is as follows:

2007 Plan 2003 Plan 20 Plan 2001 Plan
Weighted Weighted Weighted Weighted
Number of Average Number of Average Number of Average Number of Average
Outstanding Exercise ~ Outstanding Exercise ~ Outstanding Exercise ~ Outstanding Exercise
Stock Prices Stock Prices Stock Prices Stock Prices
Option (NTS$/ Option (NTS$/ Option (NTS/ Option (NTS/
Rights Per Shae) Rights Per Share) Rights Per Share) Rights Per Share)
Three months endddarch 31, 2008
Beginning Balance 239,091 $ 11.00 37,587 $ 5.43 26,159 $ 6.90 453 % 13.64
Options exercised - - (12,051) 5.22 (9,749) 6.90 - -
Options canceled (4,142) 11.00 - - - - (440) 16.30
Ending balance 234,949 11.00 25,536 5.53 16,410 6.90 13 11.60
2003 Plan 2002 Plan 2001 Plan
Weighted Weighted Weighted

Number of Average Numberof Average Numberof Average
Outstanding Exercise Outstanding Exercise Outstanding Exercise
Stock Prices Stock Price Stock Prices
Option (NTS/ Option (NTS/ Option (NTS/
Rights Per Share) Rights Per Share) Rights Per Share)
Three months ended
March 31, 2007

Beginning balance 58,981 $ 6.37 43,788 $ 8.10 10,793 $13.05
Options exercised (3,319 6.60 (8,802 8.10 (2,895) 12.93
Options canceled (66) 6.10 (25) 8.10 - -

Ending balance 55,596 6.35 34,961 8.10 7,898 13.09

The number of shares and exercise prices of outstanding options have been adjusted to reflect tf
appropriations of ididends, stock bonuses atigkissuance of capital stock specified under the Plans.

As of March 31, 208, the outstanding stock optiongreas follows:

Options Outstanding Options Exercisable

Weighted Weighted Weighted

Average Average Average

Number Remaining  Exercise Price Number Exercise Price
Exercise Price Outstanding  Contractual (NTS/ Exercisable (NTS$/
(NT$/Per Share) (Per Option) Life (in Years) Per Share) (Per Option) Per Share)
$11.60 13 0.12 $11.60 13 $11.60
6.90 16,410 049 6.90 16,410 6.90
5.20 24,597 1.07 5.20 24,597 5.20
9.50 176 125 9.50 176 9.50
9.10 174 1.55 9.10 174 9.10
1110 191 1.77 1110 191 1110
17.10 123 1.98 17.10 123 17.10
2080 275 205 2080 206 2080
11.00 234,949 5.66 11.00 - -
276908 41,890
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22.

The Corporation uses the intrinsic value method to evaluate the compensation cost of employee stoc
options. The compensation cost recognizedHerthree mothsendedMarch 31 208 and 207 waszero
since the stock options were granted at an exe.l
common shares on the measurement dates. Had the Corporation applied the fair value based method
evaluae the compensation cost, the assumptions and pro forma results of the Corporation for the thre
months ended March 31, 2008 and 2007 would have been as follows:

Three Months Ended

March 31
2008 2007
Method: Black-Scholes mdel
Assumptions:
Risk-free interest rate 2.50%-3.86%  3.00%3.86%
Expected life (in years) 6 6
Expected stock price volatility 60.47%-90.10% 86.61%90.10%
Expected dividend yield - -
Fair value per option (NT$/thousand shares) $6,327$26,369 $13,535%$26,36¢
Three Months Ended
March 31
2008 2007
Net (loss)income:
Net (loss)income as reported $ (9,743,559 $ 7,533,285
Pro forma nefloss)income $ (9,893,869 $ 7,532,950
(Loss)earnings per shar&(EPS, NT$):
BasicL/EPS as reported $ (1.25) $0.99
Pro forma basit/EPS $ (1.27) $0.99
Diluted L/EPS as reported $ (1.26) $0.78
Pro forma diluted/EPS $ (1.28) $0.78

The average number of skaroutstanding for EPS calculation was adjusted retroactively for issuance of
stock dividends and stock bonuses. The retroactive adjustment caused the pro forma basic and diluted El
after income tax for the three months ended March 317 g@ecreaserém NT$HL.10and NT$.87to
NT$0.99and NTH.78 respectively.

TREASURY STOCK
(Shares in Thousands)

Beginning Ending
Purpose of Purchase Shares Decrease Shares
Three months ended March 31, 800
For subsequentansfer to employees 37,057 - 37,057
Parentédés issued shares held b 4,613 - 4,613
41,670 - 41,670
Three months ended March 31, 2007
For subsequent transfer to employees 82,678 30,481 52,197
Parentédés issued shares held b 5,861 - 5,861

88,539 30,481 58,058
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As of March 31, 2008 and 2007, the Corporationo:

Shares
Original Transferred to
Shares Carrying Value  Market Value Treasury Stock
Company (Thousands) (in Thousands) (in Thousands) (Thousands)
March 31, 208
Li-Hsin 4,613 $ 95,561 $ 52,365 4,613
March 31, 2007
Li-Hsin 4,200 $ 95,561 $ 83,1% 4,200
Powerflash 2,451 46,600 48,535 1,661
$142,161 $131,691 5,861

The Corporation accounted for its issued shares amounting to $53,820 thousand and hefidibyaki
treasury stock

Started from 2006, Powerflash @ me one of t he Corporationods S u
accounted for its shares held by Powerflash amounting to $33,079 thousand as treasury stock in accordar
with its stock ownership percentage of Powerflasin. August, 2007 the Corporatia lost control over
Powerflash and the treasury stock was reveasedrdingly

In the third quarter of 2007, Siptron invested in the Corporation. shiies held by Siptron amounting to
$7,244 thousand eve accounted for by the Corporationtasasuy stocks at the percentage of its equity
interest in Siptorn.  In December 2007, Siptron underwent a merger in which it was not the survivor entity,
thus, the treasury stock was reversed accordingly.

The Corporatiofs treasury stock transfers to emplayae@d cancellations were as follows:

Three Months Ended
March 31, 2007

Share
Price (Thousands)
Transfer to employees
$ 17.0 3,604
17.4 26,877
30,481

Under the regulatioof the Securities and Future Comgi, a corporation should acquire no more than
10% of all its issued shares. The Corporation should not pledge treasury shares and should not exerci
sharehol dersd rights on Fuiheste aggregate eeacquisittoh asbbald t h e
not exceed the combined balance of the retained earnings and certain capital surpluses. However, tl
subsidiaries holding the Corporationés issued :
shares, except for the right to vote.
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23. INCOME TAX

a. The Income Basic Tax Act (the Act) took effect on January 1, 2006. The alternative minimum tax
(AMT) imposed under the Act is a supplemental tax levied at a rate of 10% which is payable if the
income tax payable determined pursuantte thcome Tax Law is below the minimum amount
prescribed under the Act. The taxable income for calculating the AMT includes most of the income
that is exempted from income tax under various laws and statutes. The Corporation has considered tt
impact ofthe Act in the determination of its tax liabilities.

b. Forthe three months ended March, 2008, the Corporation had no current income tax payable. A
reconciliation of income tax currently payable floe three months ended March 2007 is as follow:.

Three Months

Ended

March 31,

2007
Tax on pretax income at statutory rate (25%) $ 2,034,080
Tax-exempt income (456,576
Temporary and permanent differences (396,286
Income tax currently payable $ 1181218

c. Income tax benefit (expende) the three months ended March 31, 2008 and 2003isted af

Three Months Ended

March 31
2008 2007

Income tax currently payable $ - $ (1,181,218
Tax credits - 708,781
Netchange in deferred income tax assets and liabilities

Loss carryforwards 3,297,618 -

Investment tax credits 564,315 150,580

Temporary differences (548,73) (157,209
Valuation allowance (1,506,290 (123,969

$ 1,806,912 $ (603,035

d. Deferred income tax assets and liabilities were as follows:

March 31
2008 2007
Current

Deferred income tax assets

Investment tax credits $ 2,794555 $ 1,680,102

Losscarryforwards 412,661 -

Temporary differences 2,339,854 531,485
Deferred income tax liabilities

Temporary differences (636) (456)

5,546,434 2,211,131

Valuation allowance (3,207,219 -

$ 2339218 $ 2,211,131
(Continued)
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March 31

2008 2007
Noncurrent
Deferred income tax assets
Investment tax credits $ 12,740,903 $ 11,764,025
Loss carryforwards 7,057,191 412,661
Temporary differenes 365,715 283,662
Deferred income tax liabilities
Temporary differences (6,912,535 (5,074,906
13,251,274 7,385,442
Valuation allowance (8,945,597 (7,677,865
$ 4,305,677 $ (292,423
(Concluded)
e. The related information under the Integrated Income Tax Systsas follows:
March 31
2008 2007

Sharehol derso6 i mputed tax cre$ 427234 $ 25,680

The actual tax creditable ratio for @as 5.8%. For 207, there is ndax creditable ratias the
Corporation incurred a deficit.

f.  The unappropriated retaining earnings ad/afch 31, 20@ and 200 had no unappropriated earnings
generated on and before 1997.

g. As of March 31, 208, the tax creditsrad loss carryforwards were as follows:

Total Remaining
Regulatory Basisof Creditable  Creditable Expiry
Tax Credits Iltems Amounts Amounts  Year
Income Tax Law Loss carryforwards $ 412661 $ 412,661 2008

3,759,573 3,759,583 2012
3,297,618 _ 3,297,618 2013

$ 7,469,852 $ 7,469,852

Statute for Upgrading Purchase of machinery and $ 2,762,061 $ 2,762,061 2008
Industries equipment 3,049,131 3,049,131 2009
2,114,888 2,114,888 2010

3,015,980 3,015,980 2011

2,724,600 2,724600 2012

$13,666660 $13,666660

Statute for Upgrading Research and development $ 25395 $ 25,395 2008
Industries expenditures 511,778 511,778 2009
490,289 490,289 2010

(Continued)
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Total Remaining
Regulatory Basisof Creditable  Creditable Expiry
Tax Credits ltems Amounts Amounts  Year
$ 721,066 $ 721,066 2011
96,870 96,870 2012
$ 1,845398 $ 1,845398
Statute for Upgrading Personnel training expenditures $ 2043 $ 2,043 2008
Industries 4,031 4,031 2009
4831 4831 2010
5,161 5161 2011
478 478 2012
$ 16544 $ 16,544
Statute for Ugrading Investments in important $ 5,056 $ 5,056 2008
Industries technologybased enterprises 1,800 1,800 2011
$ 6,856 $ 6,856
(Concluded)

h. Income from the following projects is exempt from income tax:

Tax-Exemption Period

Statute for Establishment and Administration of Science Parks

2000 expansion of the first manufacturing plant 20042007
Statute for Upgrading Industries

1998 expansion of the first manufacturing plant 20042008

1999 expansion of thieg'st manufacturing plant 20042008

2001 construction of the second manufacturing plant 20042008

2002 construction of the second manufacturing plant 20062010

i. Income tax returns through 208ad been examined by the tax authorities. Howete Corporation
is contesting the tax authoritiesd6é assessment
that any additional assessment will not have a material effect on its financial statements.

24. LABOR COST, DEPRECIATION AND AMORTIZA TION EXPENSE

Three Months Ended March 31

2008 2007
Classified  Classified as Classified  Classified as
as Cost Operating as Cost Operating
of Sales Expenses Total of Sales Expense Total
Labor cost
Salary $ 983,095 $ 261,728 $ 1,244,823 $ 1,111,681 $ 413,006 $ 1,524,687
Labor/health insurance 58,530 13,719 72,249 56,258 19,103 75,361
Pension 48,585 15,620 64,205 44,326 18,639 62,965
Others 61,736 11,129 72,865 67,998 17,813 85,811
$ 1151946 $ 302,196 $ 1,454,142 $ 1,280,263 $ 468,561 $ 1,748,824
Depreciation $ 8,358,460 $ 150,035 $ 8,508,495 $ 7,128,458 $ 96,009 $ 7,224467
Amortization $ 28,039 $ 412,965 $ 441,004 $ 40,909 $ 381,580 $ 422,489
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25. (LOSS) EARNINGS PER SHARE (L/EPS)

The numerators and denominators used in calculating basic and dilEfeS were as follows:

Weighted

Average

Number of L/EPS (Dollars)
Amounts (Numerator) Shares Before  After
Before After (Denominator) Income Income
Income Tax Income Tax  (Thousand) Tax Tax

For thethree months ended
March 31, 208

Netloss $(11,550,470 $ (9,743,559

BasicLPS

Lossof common shareholders $ (11,550,470 $ (9,743,559 7,791,115 $ (1.48) $ (1.25)
Effect of dilutive securities

Convertible bonds (491,990 (513,418 360,064

Diluted LPS
Lossof common angbotential

commonshareholders $(12,042,460 $ (10,256,976 8,151,179 $ (1.48) $ (1.26)

For thethree months ended
March 31, 20@

Net income $ 8,136,320 $ 7,533,285

Basic EPS

Income of common shareholde $ 8,136,320 $ 7,533,285 7627602 $ 107 $ 0.99
Effect of dilutive securities

Convertible bonds (437,348 (458,097 1,363457

Stock options - 74,136
Diluted EPS
Income of common and potent
common shareholders $ 7698972 $ 7,075188 9065195 $ 085 $ 0.78

The Corporationds e mf\bte3l)eaered canvedildekbond$pote il7p were potemtial s
commonshares. UnderSFASNo.24-fi Ear ni n g sOth®GonporaBdmestectthgotential common
shares by theréasury stock methoand the ifconverted method. Except for teenployee stock option
plans and some parts of thenwetible bondsin the three monthsneled March 31, 2008, which have no
dilutive dfects, the remaining parts have been included in the calculation of diluted loss/earnings per share.

The average number of shares outstanding for EPS calculation was adjusted retroactivelgdoance of

stock dividends and stock bonuses. The retroactive adjustment caused the basic and diluted EPS aff
income tax for the three months ended March 317 20@ecrease from NT$10and NTH.87to NT$0.99

and NT®.78 respectively.
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26. DISCLOSURES FOR FINANCIAL INSTRUMENTS

a. Fair values of financial instruments were as follows:

March 31
2008 2007
Carrying Carrying
Value Fair Value Value Fair Value

Nonderivative instruments

Assds
Financial assets at fair value
through profit or losscurrent $ 3,868,122 $ 3,868,122 $ 7,266,829 $ 7,266,829
Available-for-sale financial

assets current 36,123 36,123 514,209 514,209
Held-to-maturityfinancial assets

(including current portion) 185,000 185,000 199,000 199,000
Financial assets carried at cost

noncurrent 1,109,283 - 894,145 -

Liabilities

Convertible bonds payable

(including currengportion) 21,596,444 20,703,934 23,555,999 24,461,792
Longterm bank loans (including

current portion) 72,058,600 72,058,600 33,608,333 33,608,333

Derivative instruments

Assets
Forward exchangeontracts 16,329 16,329 - -
Interest rate swap contracts 4,464 4,464 - -
Liabilities
Forward exchange contracts 311,854 311,854 - -
Interest rate swap contracts 42,565 42,565 30,426 30,426
Debt components of convertible
bonds
Conversion option 325,393 325,393 1,391,356 1,391,356
Put option 253,024 253,024 135,871 135,871
Hedging derivative liabilities
noncurrent
Interest rate swap contracts 3,933 3,933 - -

b. Methods and assumptions used in determining fair values of financial instruments

1) Fair values of financial instruments at fair value through profit or loss, avaflabéale and
heldto-matuity financial assets are based on their quoted prices in active markets. For those
instruments not traded in active markets, their fair values are determined using valuation technique:
incorporating estimates and assumptions that are consistent widlilipgemnarket conditions.

In applying discounted cash flow analysis, the Corporation uses discount rates approximating the
prevailing return rates of financial instruments under similar conditions, such as the credit quality of
the debtors, the remairg periods over which the contractual interest rates are fixed, the remaining
terms to repayment of principals and the currency to be used for payments. Discount rates used t
evaluate heldo-maturity financial assets wetmth 3.25% to 3.50% for the te months ended
March 31, 2008 and 2007.
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2)

3)

Fair values of derivatives were determined using valuation techniques incorporating estimates anc
assumptions consistent with prevailing market conditions.

Fair values oforward exchange contracigereaacounted under the foreign exchange rate referred
to the Reuterds quotation system -auoenayrswapn g
contract

Fair values of interest rate swap contracts are calculated on the balance sheet date throug
discownted cash flv analysis, using the U.S. dollar forward rates quoted by Bloomaedg
Reutefs quotation system

Fair value of financial assets carried at cost is based on their original cost. For those assets nc
traded in active markets, their fainlue should take unreasonable cost to verified, thus the fair
value can not be measured reliably.

Fair value of longerm bank loans is estimated using discounted cash flow analysis, based on the
Corporationds current ir bocrowengsewitit sinhilar tyges (simiai n g
maturity dates). The fair value of lotgrm bank loans with floating interest rates is equivalent to
their carrying value. Fair value of convertible bonds payable, issued before January 1, 20086, is
based on quotemarket prices, remainder is determined using the present value of forecasted cash
flows.

The aforementioned financial instruments do not include cash and cash equivalent, accounts receivabl
other receivable, restricted deposits, stenn bank loapaccounts payable and payable on equipment
for the carrying amounts of these financial instruments approximate their fair value.

Fair values of financial assets and liabilities, based on quoted market prices or valuation techniques
were as follows:

Quoted Market Prices Valuation Technigues
March 31 March 31
2008 2007 2008 2007
Nonderivative instruments
Assets
Financial assets at fair value
through profit or losscurrent $ 3,868,122 $ 7,266,829 $ - % -
Available-for-sale financia
assets current 36,123 514,209 - -
Held-to-maturity financial assets
(including current portion) - - 185,000 199,000
Liabilities
Convertible bonds payable
(including current portion) 16,596,400 20,349,469 4,107,534 4,112,323
Long-term bank loans (including
current portion) - - 72,058,600 33,608,333
Derivative instruments
Assets
Forward exchange contracts - - 16,329 -
Interest rate swap contracts - - 4,464 -
(Continued)
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Quoted Market Prices Valuation Technigues

March 31 March 31
2008 2007 2008 2007
Liabilities

Forward exchange contracts $ - $ - $ 311854 $ -
Interest rate swap contracts - - 42,565 30,426
Debt components of convertible

bonds

Conversion option - - 325,33 1,391,356

Put option - - 253,024 135871
Hedging derivative liabilities

noncurrent

Interest rate swap contracts - - 3,933 -

(Concluded)

d. On financial instrument with fair values estimated usinduation techniques, the Corporation
recognized a gain @476,553thousand and4%4,013thousand for the three months ended March 31,
2008 and 2007, respectively.

e. As of March 31, 2008 and 2007, financial assets (liabilities) exposed to fair valesinsge risk and
cash flow interest rate risks were as follows:

March 31
2008 2007

Fair value interest rate risk

Financial assets $ 10,834,965 $ 42,153,777

Financial liabilities (26,743,299 (23,586,425
Cash flow interest rate risk

Financial assets 6,050,516 1,524,246

Financial liabilities (72,062,533 (33,608,333

f. For the three months ended March 31, 2008 and,2@@8rest income (expenses) arising from the
financial asets (liabilities), excluding those at fair value through poofibss, were as follows:

Three Months Ended

March 31
2008 2007
Total interest income $ 89,835 $ 186,039
Total interest expenses (including capi#ted amount) (744,149 (350,035

g. Financial risks

1) Market risk. The financial instruments held by the Corporation are exposed to interest rate,
foreign exchange rate and price risks.

Interest rates on bond investments and inteeds swap contracts were already determined. Thus,
interest rate fluctuations would result in changes in fair values of these financial instruments.

Fair values oforward exchange contracts and parts of interest rate swap coat@aifiluenced ¥
exchange rate fluctuations.

Fair values of availableor-sale and heldor-trading security investments are affected by
fluctuations of quoted prices.
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2) Credit risk. The Corporation will incur a loss if the courgdarties or thireparties bredct the
contracts, which are affected by such factors as the concentrations of counter parties, components
financial instruments, contract amounts, and the receivables on the contracts. Thus, contracts wit
positive fair values on the balance sheet dateevaluated for credit risk. As of March 31, 2008
and 2007, credit risks of the financial assets, except those approximate to their carrying values, wer

as follows:
March 31
2008 2007

Carrying Credit Carrying Credit

Amount Risk Amount Risk
Held-for-trading financial asset:
Forward exchange contracts  $ 16,329 $ 16,329 $ - $ -
Interest rate swap contracts 4,464 4,464 - -
Held-to-maturity financial asset
Corporate bond 185,000 185,000 199,000 199,000

$ 205793 $ 205793 $ 199,000 $ 199,000

3) Liquidity risk. The Corporatiohas sufficient operating capitélom the funding and operatiortp
meet cash demand upon settlemerdhdigations. Thus,the cash flow risk is low.

Investments in bonds and financial assets carried at cost do not have an active market. Thus, tf
liquidity risk of these investments is material.On the other hand, hefdr-trading and
availablefor-sale security investments are expected to be settled rapidly at amounts approximating
their fair values in active markets.

The interest rates of interest rate swap contracts and-tshortloan cotracts are already
determined. Thus, the funridising and cash flow risks are not material.

As of March 31, 2008, the Corporatisnfuture cash demand for outstanding forward exchange
contracts was as follows:

(In Thousands)
Term Inflow Outflow

Within one year JPY 10,800,000 US$ 109,364
US$ 390,000 NT$11,977,250

The exchangeatefor forward exchange contradias determined Thus,there is no materialash
flow risk.

4) Cash flow interest rate risk. Lot#igrm bank loans mialy bear floating interest rates. Thus, the
fluctuations of market interest rates wil/| r

h. Cash flow hedges
The Corporation determined that thectuation of market interest rate has sigrdfit impact on the
future cash flow of the floating rate liabilities (stated as {®rgn bank loans, current portion also

included), thus the Corporation entered into the interest rate swap contracts to hedge those
exposures.
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Expected Timing for
Fair Value as Expected Timing the Recognition of
Hedging Financid of March 31, for Future Cash  Gains or Losses
Hedgedltem Instrument 2008 Demand from Hedge

Longterm bank Interest Rate Swap $(3,933 November 2007 Novemier 2007
loans Contracts January 2013  January 2013

March 31,
Item 2008

Adj ust ment to shareholdersdé equity $ (2,183

27. RELATED PARTY TRANSACTIONS

a. Related parties

Related Party Relationship with the Corporation
Powerteclfec hnol ogy | n (Quantum, a subsidiary of the Corporation, is its directo
Apacer Technology Inc. Quantum, a subsidiary of the Corporation, is its directo
(AApacef)o) ( Note (sinceSeptembef4, 2007)

Macronix International Co.,td. Li-Hsin, a subsidiary of the Corporation, is its director
(AMacron) xo0) ( Not (sinceJune 29, 2007)

Silicon Corporation is its director

uPI Semiconductor Corii u B 1 0 Corporation is its director

eMemory Technol ogyCorpoation is its director

Neo-Solar Corporation is its director

Elpida Memory (Taiwan) Co., Ltd. Directorof the Corporation
( AEI-paidwmano)

Elpida Parent company of ElpielBaiwan

PowerWorld Capital Management Corp. Same chairman
(APower Wor ledt Mana

Deutron Same chairman

Vant el Corp. (AVanlndirect investee under

Rexchip Equity method investee

Zentel Equity method investee

Tekmax Equity method investee

Novax Equity method inestee

Syntronix Equity method investee

Veutron Equity method investee

Powerflash Equity method investee

Power ASE Technology Inc. Indirect equitymethod investee
(APower ASEO0)

Renesas Equity method investor of Vantel

Renesas Technay (Taiwan) Co., Ltd.  Subsidiary of Renesas
(ARe ATeas avsa n 0 )
Others Related parties with which the Corporation had no mat
transactions. Please see N&fe

Note: TheCompanywas hott he Cor por at yfornhé three neohttishdeddMarpha3d, t

2007 thusthe amountddisclosedas of andor the three months ended March 31, 2a04 for
referenceonly.
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b. Relatedparty transactions:

Three Months Ended March 31

2008 2007
Amount % Amount %
For the period
Net sales
Elpida $ 4,134515 28 $ 10,101,668 35
Deutron 3,182,226 21 6,943,462 24
Novax 713,258 5 1,789,118 6
Apacer 574,854 4 1,208,993 4
ElpidaTaiwan 518,796 4 302,611 1
Zentel 517,177 3 828,676 3
Syntronix 266,578 2 60,085 -
eMemory 14,170 - 14,537 -
Silicon 13,530 - 22,329 -
uPl 12,259 - 1,277 -
ReneasTaiwan - - 289,889 1
Others 670 - 3,761 -
$ 9,948,033 _ 67 $ 21,566,406 _ 74
Purchase
Rexchip $ 2459600 36 $ - -
Technical knowhow and royalty
Elpida $ 181,469 33 % 282,249 17
Renesas 8,978 2 466,012 28

Othes 1,464 - 32 -

$ 191911 _ 35 $ 748,293 _ 4

(&3]

Manufacturing expensesubcontract costs, indirect
materials, expensed properties, repairs and
maintenance, etc.

Powertech $ 1,933,085 11 $ 1,504,613 9
Power ASE 1,312,349 8 510,372 3
Othes 2,344 - 11,530 -

$ 3247778 19 $ 2,026,515 12

General and administrative exypses

PowerWorld Management $ 19,933 5 % 14,122 2
Tekmax 9,936 2 7,830 1
Others 54 - 401 -

$ 29,923 7 $ 22,353 3
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Research and development expenses

Elpida
Vantel
Renesas
Powerflash
Syntronix
eMemory
Zentel
Others

Service income
Rexchip

Other incomdindemnity incomes included

Neo-Solar
Macronix
Powertech
eMemory
Syntronix
Zentel
Others

At end of period

Accounts receivable, net
Deutron
Novax
ElpidaTaiwan
Elpida
Zentel
Apacer
Syntronix
Renesad aiwan
Others

Accounts payable
Powertech
Power ASE
Rexchip
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Three Months Ended March 31

2008 2007
Amount % Amount %
$ 292,390 29 % 94,667 11
231,391 23 190,746 23
78,637 8 79,492 9
22,987 2 8,296 1
12,862 1 19,612 2
4,061 - 4,719 1
3,214 - 3,215 -
- 3 -
$ 645,542 63 $ 400,750 47
$ 33,099 _100 $ - -
$ 19,371 30 % - -
14,473 23 7,928 8
4,639 7 5,333 5
1,638 3 2,044 2
1,519 2 1,531 2
1,262 2 485 -
1,353 2 980 1
$ 44,255 69 $ 18,301 18
$ 1,985,318 41 $ 2,507,084 24
379,112 8 858,712 9
355,254 7 283,180 3
339,843 7 3,199,546 31
217,825 4 544 214 5
154,945 3 313,712 3
70,835 1 13289 -
- - 94,433 1
13,434 - 17,461 -
$ 3,516,566 1 $ 7831631 76
$ 1,546,244 16 $ 1,232,277 15
1,096,332 12 537,927 6
968,437 10 - -
$ 3,611,013 38 $ 1,770,204 1



Three Months Ended March 31

2008 2007
Amount % Amount %
Accrued expenses

Elpida $ 2,101,429 34 $ 567,779 12
PowerWorld Management 36,498 1 10,670 -
Powerflash 28,582 - 2,538 -
Macronix 26,821 - - -
Renesas 25,082 - 190,786 4
Others 1,707 - 10,082 -

$ 2,220,119 35 $ 781,855 _ 16

Advance receipt

Rexchip $ 122215 100 $ - -

o

Unearned revenuéngluding current and noncurrent)
Macronix $ 120,000 100 $ - -

The products sold to Elpid ElpidaTaiwan, Zentel, Syntronix, eMemory, Silicon and uPIl by the
Corporation was based on specifically negotiated terms for which there were no comparable term:s
under other contracts.

The productsand the service income the Corporation purchaseeiged)from Rexchipwerebased on
specifically negotiated termisr which therevereno comparable terms under other contracts.

The Corporation sold products to Deutron and Novax at normal commercial prices, with a 2% to 5%
agent discount.

The paymat term of the sales made to Deuty&tpida-Taiwanand Novax were to be paid on the 45th
day after the month of shipmentThe payment terms of the sales made to Zentel was to be paid on the
30th day (45th day before May 2007) after the month of shipment

The technology knovihow and royalty paid to Elpida ariRenesady the Corporation were based on
specifically negotiated ternier which therevere no comparable terms under other contracts.

The research and development expenses paid to Elgmlatel, Renesas, Powerflash, Syntronix,
eMemory and Zentel by the Corporation were based on specifically negotiated terms for which there
were no comparable terms under other contracts.

Except for theaforementionedransactions, which were based on spedlify negotiated terms and for

which there were no comparable terms under other contracts, all transactions between the Corporatic
and other related parties were made at normal commercial prices and terms.
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28. PLEDGED OR MORTGAGED ASSETS

29.

The following assets had been pledged or mortgaged as collateral feelomdpank loans, letters of credit
and bonded inventories:

March 31
2008 2007
Properties, net $ 95,141,037 $ 68,467,169
Restricted deposit 789,054 787,576

$ 95,930,091 $ 69,254,745

COMMITMENTS AND CONTINGENCIES

In addition to those disclosed in other notes, significant commitments and contingencies of the Corporatior
as of March 31, 2008 were as follows:

a.

Under a patent licenssgreement made with Company A in February 1999, the Corporation should pay
royalty for 10 years from January 1, 1998 at an agreed percentage of the selling prices of the license
products. As of April 24, 2008 the Companyoes not agreed new contract.

Under several license and technology transfer agreements executed or amended with Company B, tt
Corporation should pay a certain amount of license fee and royalties at agreed percentages of the sellir
prices of certain licensed products from June 189@arch 2008. As of April 24, 2008 the Company

does not agreed new contract.

In March 2003, the Corporation entered into a purchase and sale agreement with Company C ol
products using DRAM technologies in their manufacture. Under the agreemen€orporation
should reserve a certain percentage of production capacity for Company C.

In August 2003 and March 2005, the Corporation entered into license and technology transfer
agreements with Company C. Under the agreements, the Corporatidd paguCompany C, a
certain amount of license fee over 5 years after technology is transferred and royalty at an agree
percentage of the selling prices of the licensed products.

In August 2003, the Corporation entered into license and technologsfetraagreements with
Companies D and E. Under the agreements, the Corporation should pay Companies D and E royalty
an agreed percentage of the selling prices of the licensed products over 5 years after the technoloc
transfer.

Under a patent licexe agreement made with Company F in October 2003, the Corporation should pay
royalty annually for 5 years from 2003.

Under a product design and license agreement on DDR |l products with Company G made in Decembe
2003, the Corporation should pay atagr amount of license fee and royalty at an agreed percentage of
the selling prices of the licensed products.

Under a product development and license agreement on DRAM products with Company H made in July

2004, the Corporation should pay a certainoam of development fee and royalty at an agreed
percentage of the selling prices of the licensed products.
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Under several product design and license agreements with Company | made in June 2005, th
Corporation should pay a certain amount of liceres dnd royalty at an agreed percentage of the
selling prices of the licensed products and reserve a certain percentage of production capacity fo
Company |.

Under a noArecurring engineering agreement with Company J made in Septembear2d@B07 the
Corporation should pay a certain amount of development fee quarterly years

Under a technology development and transfer agreement with Company K made in September 2005, tf
Corporation should pay a certain amount of development fee ovear§ gad royalty at an agreed
percentage of the selling prices of the licensed products.

Under a nofrecurring engineering agreement with Company L made in January 2006, the Corporation
should pay development fee over 3 years.

. Under a technology evelopment and subcontracting agreement with Micronix in June, 2006, both
parties agreedo jointly develop the advanced technologies for manufacturing NVM Flash Memory
products, and a certain percentage tlo¢ capacity will be reserved for Micronix shoulslich
technologies been developed, in return, a certain amountewdlopment feeshould be paid by
Micronix.

In February and May 2006, the Corporation entered into license and technology transfer agreement o
flash memory products with Company G. dén the agreement, the Corporation should pay Company

G a certain amount of license fee and royalty at an agreed percentage of the selling prices of th
licensed productsver 5 years

In December 2006, the Corporation signed a joint venture agreemigtntCompany Gfor joint
investment in Vantel Corgd. i V a n tGarhpany Gand Vantel will develop flash memory products

and grant a license to the Corporation for using related technologies. Also, the Corporation and
Company Gshould pay Vantel a devgiment fee.

In January 2007, the Corporation signed an agreement on the joint venture and the development c
DRAM technology with Company C. The Corporation and Companya@sferstechnology and
licenses, develop DRAM technology cooperatively, anbdish a new joint venturefiRexchim).

The Corporation and Company C can use the production capacity of Rexchip under certain price. Fo
the three months ended March 31, 2008, the loss on purchasing contracts under this agreement w
$158,863 thousand.Under the agreement, the Corporatghrouldpay a certain amount of license fee

over five years.

In February 2007, the Corporation signed a subcontracting agreement with Company M. Under the
agreement, the Corporation shall reserve a portion pfauction capacity for Company which has

made aleposit with the Corporation. As bfarch 31, 2008US$4,000 thousand of guarantee deposits
had been received hige Corporation.

In April 2007, the Corporation signed a service agreement with Regch f or t he 12 i n«
12Co) building and the related facilities be
Corporation shall provide some services to Re

certain service fee shld be paid by Rexchip.

In December 20D the Corporation entered intnanufacturingagreement on flash memory products
with Vantel Corp. Under the agreemerhe Corporation should pay development fee.
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t. In March 2006, Texas Instruments Coip.T | 0 )witH thheU.8.Bistrict Court of New York a lawsuit
against the Corporation for breach of a certain license agreement. In June 2007, after an investigatiol
Tl demanded under an interlocutory decree that the Corporation pay a certain anroyattpfbased
on the license agreement. The result of this litigation could not be determined at this time.
Nevertheless, the Corporation assessed and accrued the indemnification. On the basis of thi
assessment, the Corporation determined that thjmtiitn would not have a material effect on its
operations and financial condition.

u. Unused letters of credit amounted to approximately3 ) s#thousand as of March 31, 200

v. The Corporation guarantees letegym secured syndicated loans agreensegiied by Rexchip to the
extent of 50% of thetotal contract amount ($39,000,000 thousand). AsMirch 31, 208,
$13,900,000 thousand of the contracted amount had been drawn down.

w. Rexchip, a joint investee of the Corporation and Elpida, obtanmwed & syndicate of banks in Japan a
loan of JPY70,000,000 thousand, toduaranteedby Elpida. In March 2008, the Corporation signed
an agreement to be a-goarantor with Elpida of Rexchip loan, with $9,800,000 thousand as the
amount to be guarantedg the Corporation. The eguarantee agreement was approved at the board
of director® meeting on March 7, 2008. As of March 31, 2008, a note of US$250,000 thousand had
been endorsed to Elpida.

X. The Corporation leases several parcels of land fronstienceBased Industrial Park Administration
under renewable operating leases agreements expiring on various dates from March 2015 to Decemb
2027.

As of March 31, 208, future lease payments were as follows:

Year Amount
2008 (2" to 4" quarter) $ 82,342
2009 109,789
2010 107,201
2011 106,684
2012 106,684
2013 106,684
2014 and thereafter 756,909

$ 1,376,293

30. ADDITIONAL DISCLOSURES

Except for the following, the Corporation had no otkignificant transactions, investees and investments in
Mainland China, for which disclosure is required by the Securities and Futures Bureau:

a. Endorsememtguarantegprovided Table 1 (attached)
b. Marketable securities held: Table 2 (attached)

c. Marketable securities acquired and disposed of at costs or prices of at least $100 million or 20% of the
paidin capital: Table 3 (attached)

d. Total purchase from or sale to related parties amounting to at least $100 million or 20% of ihe paid
capital: Table4 (attached)
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Receivables from related parties amounting to at least $100 million or 20% of thin maipital:
Table5 (attached)

Names, locations, and related information of investees on which the Corporation exercisesrgignific
influence: Tablé (attached).

Derivative financial transactions: Please see Notes 5@&nd 2
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POWERCHIP SEMICONDUCTOR CORPORATION AND SUBSIDIARIES

ENDORSEMENTS/GUARANTEE SPROVIDED
MARCH 31, 2008

(In Thousands of New Taiwan DollarsUnless Stated Otherwise)

TABLE 1

Counter-part Limits on Amount of Ratio of Accumulated Maximum
Endorsement/ Endorsement/ Endorsement/ Endorsement/
: . Guarantee Amount | Maximum Balance for .
Financing Company Nature of ) . Ending Balance Guarantee Guarantee toNet Guarantee Amount
Name . . Provided to Each the Period . )
Relationship C Collateralized by Equity Per Latest Allowable
ounter-party ) . .
Properties Financial Statemens (Note 3)
(Note 3)
Powerchip Semiconduct@orporation |Rexchip Electronics Corp. Note 1 $ 28,135,191 $ 19,500,000 $ 19,500,000 $ - 21 $ 46,891,986
(Note4)
Elpida Memory, Inc Note 2 28,135,191 9,800,000 9,800,000 - 10 46,891,986
(Noteb)
Note 1: Equity-method investee.
Note 2: The parent company of the (poratiorés director.
Note3: | n accordance with the fARules of Guarantees by t he Cationgsmetasseat valne)and theHimit otgeadranteed gmodnofaor a ginglé Eatty wgsB@s qghdhatiOsse d

net asset value.

Noted:
Corpordion.

Noteb:
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Limit to the amoun{$9,800,000 thousandf theguarantee that Elpidguaranteetio Rexchip. As of March 31, 2008, the note in the amount of US$250,000 thousand had been endorsed to Elpida.

Limit to 50% of the amoun($39,000,000 thousand)f the longterm securedyndicatedloans agreement signed by Rexchip Electronics Cofys. of March 31, 2008, $13,900,000 thousand had been drawn down by Rexchip




POWERCHIP SEMICONDUCTOR CORPORATION AN D SUBSIDIARIES

MARKETABLE SECURITIES HELD

MARCH 31, 2008

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

TABLE 2

March 31, 2008
HOId'nlg Company Marketable Securities Type and Issuer Relationship with the Holding Financial Statement Account Shares . Percentage ol Market Value or Note
ame Company (Thousands/ | Carrying Value o .
. whnership | Net Asset Value
Units) (Note7)
Powerchip Stock

Semiconductor |Rexchip Electronics Corp. Investee Equity-method investments 1,331,333 | $ 19658,494 4551 | $ 19,658,494 |Note2

Corporation Quantum Vision Corp. Subsidiary Equity-method investments 323,641 3,850,343 99.99 3,852,827 |Note 1
Li-Hsin Investment Corp. Subsidiary Equity-method investments 249,850 1,978,734 99.94 2,039,839 |Note 1
Paramax Corp. Subsidiary Equity-method investments 160,894 1,366,288 99.99 1,366,009 [Note 1
Global Powertec Co., Ltd. Subsidiary Equity-method investments 3,096 1,254,744 100.00 1,254,744 |Note 1
Rui-Wang Investmentorp. Subsidiary Equity-method investments 109000 1,015,197 100.00 1,015,197 |Note 1
Smart Art Corp. Subsidiary Equity-method investments 66,857 661,295 44.87 661,295 |Note 1
Lu-Chu Development Corp. Investee Equity-method investmen 67,168 584,749 27.02 584,749 |Note2
Zhi-Li Investment Inc. Investee Equity-method investments 60,354 508,520 28.97 508,520 |Note2
Artrix International Inc. Investee Equity-method investments 36,302 311,401 23.54 311,401 |Note?2
Novax Technologies, Inc. Investee Equity-method investments 25,290 277,878 24.54 277,878 |Note2
Luxxon Technology Corp. Investee Equity-method investments 12,411 106,915 20.15 106,915 |Note2
Veutron Corp. Investee Equity-methal investments 10,432 104,614 9.60 104,614 |Notes2 and 5
Zentel Electronics Corp. Investee Equity-method investments 6,058 104,525 19.37 104,525 |Note?2
Tekmax Development Corp. Investee Equity-method investments 6,132 103,122 15.57 103,122 |Note2
Powerflash Technology Corporation Investee Equity-method investments 11,000 91,076 27.50 91,076 |Note2
Syntronix Corp. Investee Equity-method investments 7,030 84,899 19.43 84,899 |Note2
Deutron Japan Corp. Investee Equity-method investments 1,910 82,523 38.98 82,523 |Note2
SynagdnvestmentCorp. Investee Equity-method investments 9,815 80,329 21.01 80,329 |Note 2
Optimicro Corp. Investee Equity-method investments 14,700 71,109 29.40 71,109 |Note2
Terax Communication Technologies Inc. Investee Equity-method investments 5,716 50,919 14.71 50,919 |Note?2
Ubilux optoelectronics Corporation Investee Equity-method investments 4,800 50,764 11.97 50,764 |Note 2
Retronix Technology Corp. Investee Equity-method investments 5,000 44,244 14.29 44,244 |Note2
Network Holding Limited Investee Equity-method investments 1,000 31,592 8.70 31,592 |Note2
Astel Electronics Corp. Investee Equity-methodinvestments 4,000 30,274 40.00 30,274 |Note2
Vivichip Electronics Corp. Investee Equity-method investments 4,000 25,411 40.00 25,411 |Note2
ANAX Technology Corporation Investee Equity-method investments 2,400 24,000 30.00 24,000 |Note2
MicroMedia Technology Corp. Investee Equity-method investments 1,785 15,760 30.00 15,760 |Note2
Lontium Semiconductor Corp. Holding Ltd. |Investee Equity-method investments 1,667 4,511 35.71 4,511 |Note2
MaxEdge Electroics Corp. Investee Equity-method investments 1,714 - 13.39 - |Note2
Apacer Technology Inc. Quantum Vision is its director |Financial assets carried at cost 20,291 240,992 18.52 240,992 |Note 2
Neo Solar Power Corp. Corporation is its dector Financial assets carried at cost 12,674 223976 12.87 223976 |Note 2
Taiwan Liposome Co., Ltd. Quantum Vision is its director |Financial assets carried at cost 1,300 49,000 6.69 49,000 |Note 2
Deutron Electronics Corp. Same chaman Financial assets carried at cost 1,980 46,001 1.94 46,001 |Note 2
Besteam Technology Inc. - Financial assets carried at cost 3,858 32,734 9.84 32,734 |Note 2

(Continued)
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March 31, 2008
HOId'nﬂa%)énpany Marketable Securities Type and Issuer Relatlonsrg;;%vggr']cce Holding Financial Statement Account (Tkﬁ) Zasfr? ds/ | Carrying Value Percentag_e ol Market Value or Note
. Ownership | Net Asset Value
Units) (Note7)

uPl Semiconductor Corp. Corporationis its director Financial assets carried at cost 2,000 | $ 30,000 15.15 | $ 30,000 |[Note 2
Silicon Optronics, Inc. Corporation is its director Financial assets carried at cost 2,380 29,087 10.91 29,087 |Note 2
eMemory Technology Inc. Same bairman Financial assets carried at cost 3,150 27,792 6.91 27,792 |Note 2
TwinMOS Technologies Inc. - Financial assets carried at cost 2,757 23,109 1.34 23,109 |Note 2
PowerWorld Fund Inc. Same chairman Financial assets carried at cost 2337 19,156 9.09 19156 |Note 2
A-Optronics Technology Inc. Corporation is its director Financial assets carried at cost 2,546 17,647 6.88 17,647 |Note 2
EUDAR Technology Inc. - Financial assets carried at cost 600 15,420 2.20 15,420 |Note 2
Great Taipei Broadband Co., Ltd. Corporation is its director Financial assets carried at cost 2,500 13,800 1.67 13,800 |Note 2
Universal Venture Fund, Inc. Corporation is its director Financial assets carried at cost 1,502 13,315 4.76 13,315 |[Note 2
Advanced Chip Engineering Technology Inc. - Financial assets carried at cost 1,891 13,237 0.84 13,237 |Note 2
PowerGate Optical, Inc. Same chairman Financial assets carried at cost 1,154 7,254 3.04 7,254 |Note 2
Lightsonic Optoelectronics Inc. Quantum Vision is its director |Financial assets carried at cost 910 5,780 1.83 5,780 |Note 2
Abico Shipro Co., Ltd. Corporation is its director Financial assets carried at cost 484 4,831 6.84 4,831 |Note 2
Phitech Corp. - Financial assets carried at cost 305 1,552 1.27 1,552 |Note 2
DRAMeXchange Tech. Inc. - Financial assets carried at cost 113 1,13 141 1,131 |Note 2
Asia Pacific Broadband Telecommunications - Financial assets carried at cost 12,000 - 0.18 - |Note 2

Co., Ltd.
Miluku Entertainment Corp. Quantum Vision is its director |[Financial assets carried at cost 220 - 1.80 - |Note 2
Jade Pacific Corp. - Financial assets carried at cost 8 - 135 - |Note 2
Ta Shee Golf & Country Club - Financial assets carried at cost 1 10 - 10 |Note 2
Venglobal Capital Fund L.P. - Financial assets carried at cost - 16,590 5.18 16,590 |Note 2
Magellan Systems Japan Inc. - Financial assstcarried at cost 1 17,584 12.43 17,584 |Note 2
Powerchip Japan Corporation - Financial assets carried at cost 1 11,870 6.18 11,870 |Note 2
e-Phocus, Inc. - Financial assets carried at cost 700 - 8.46 - |Note 2
SemilLEDs CorpSeries G preferred shares - Financial assets carried at cost 6,102 116,172 2.63 116,172 |Note 2
ZMOS Technology Inc., Seriesj@eferred - Financial assets carried at cost 3,000 98,220 7.49 98,220 |Note 2

shares
Aptic Semiconductonnc., SeriesA-preferred - Financial assets carried at cost 1,52 11,533 10.10 11,533 |Note 2

shares
e-Phocus, Inc., Series-preferred shares - Financial assets carried at cost 333 11,460 33.33 11,460 |Note 2
e-Phocus, Inc., Series-@referred shares - Financial assets carried at cost 667 10,030 33.33 10,030 |Note 2
Billions of Operations Per Second, Inc., Serie - Financial assets carried at cost 833 - 1.41 - |Note 2

- preferred shares
Billions of Operations PeBecond, Inc., Series - Financial assets carried at cost 658 - 1.12 - |Note 2

- preferred shares
Globalgate.com, Inc., Series-Areferred share - Financial assets carried at cost 500 - 0.93 - |Note 2
Wafer Works Corp. Corporation $ its director Financial assets at fair value through profitoss 9979 1,292,324 - 1,292,324 -
Elan Microelectronics Corp. - Financial assets at fair value through profitoss 12,031 662,908 - 662,908 -
Shinkong Financial Hoidg Co., Ltd. - Financial assets at fair value through profitoss 35,987 820,511 - 820,511 -
Hua Nan Financial Holdings Co., Ltd. - Financial assets at fair value through profitoss 3,884 108,760 - 108,760 -
Wintek Corporation - Financial assets at fair value through profitoss 3,576 97,971 - 97,971 -
Macronix International Co., Ltd Li-Hsin is its director Financial assets at fair value through profitoss 10,001 138,012 - 138,012 -
Advanced Semicatuctor Engineering, Inc. - Financial assets at fair value through profitoss 3,366 99,638 - 99,638 -
MediaTek Inc. - Financial assets at fair value through profitoss 175 70,000 - 70,000 -
Fullerton Technology Co., Ltd. Quantuim Vision is its director |Financial assets at fair value through profitoss 3,078 80,797 - 80,797 -
Depo Auto Parts Ind. Co., Ltd. - Financial assets at fair value through profitoss 613 60,695 - 60,695 -

(Continued)
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March 31, 2008
HOId'nﬂa%)énpany Marketable Securities Type and Issuer Relatlonsrg;;%vggr']cce Holding Financial Statement Account (Tkﬁ) Zasfr? ds/ | Carrying Value Percentag_e ol Market Value or Note
. Ownership | Net Asset Valle
Units) (Note7)

NewSoft Technology Corp. Quantum Vision is its director |[Financial assets at fair value through profitoss 180 | $ 1,213 -1 % 1,213 -
Asusek Computer Inc. - Financial assets at fair value through profitoss - 30 - 30 -
Elpida Memory Inc. Subsidiary of Elpidal aiwan Financial assets at fair value through profitoss 423 429,875 - 429,875 -
Silicon Storage Technology Inc. - Financial assets at fair value through profitoss 68 5,388 - 5,388 -
Chinaaoyuan Property Group Limited - Available-for-sale financial assets 15 149 - 149 -
Bosideng International Holdings Limited - Available-for-sale financial assets 10 57 - 57 -
Uni - President China Holdings Ltd. - Available-for-sale financial assets 50 778 - 778 -
Bonds
Veutron Corp- issued in 2005 (1) Investee Held-to-maturity financial assets 16 80,000 - 80,000 |Note 2
MaxEdge Electronics Corpissued in 2005 (I) [Investee Held-to-maturity financial assets 30 30,000 - 30,000 |Note 2
MaxEdge Electronics Corpissued in 2005 (Il)|{Investee Held-to-maturity financial assets 30 30,000 - 30,000 |Note 2
Veutron Corp- issued in 2006 (1) Investee Held-to-maturity finarcial assets 5 25,000 - 25,000 |Note 2
MaxEdge Electronics Corpissued in 2005 (llljInvestee Held-to-maturity financial assets 20 20,000 - 20,000 |Note 2
Equity
Champion Real Estate Investment Trust - Available-for-sale financial assets 2,258 35,139 - 35,139 -

Li-Hsin Stock

Investment CorfMaxEdge Electronics Corp. Investee Equity-method investments 1,715 - 13.40 - |Note 2
SynagdnvestmentCorp. Investee Equity-method hvestments 6,139 50,239 13.14 50,239 |Note 2
Novax Technologies, Inc. Investee Equity-method investments 5,380 59,128 5.22 59,128 |Note 2
Luxxon Technology Corp. Investee Equity-method investments 3,443 30,052 5.59 30,052 |Note2
Tekmax Development Corp. Investee Equity-method investments 2,982 50,255 7.57 50,255 |Note 2
Powerflash Technology Corporation Investee Equity-method investments 830 7,027 2.08 7,027 |Note 2
Artrix International Inc. Investee Equity-method investments 9,221 80,859 5.98 80,859 |Note 2
Optimicro Corp. Investee Equity-method investments 2,118 10,084 4.24 10,084 |Note 2
Lu-Chu Development Corp. Investee Equity-method investments 25,743 223,988 10.35 223,988 |Note 2
Smart Art Corp. Investee Equity-method investments 20,156 199,406 13.53 199,406 |Notel
LoanSky.Net Corp. Investee Equity-method investments 400 1,684 8.00 1,684 |Note 2
Deutron Japan Corp. Investee Equity-method investments 191 8,176 3.89 8,176 |Note 2
Veutron Corp. Investee Equity-method investments 4,700 47,076 4.32 47,076 |Notes2 and5
Navisys Technology Corp. Investee Equity-method investments 400 3,001 8.89 3,001 |Note 2
Rexchip Electronic€orp. Investee Equity-method investments 15,625 228,939 0.53 228,939 |Note 2
Zhi-Li Investment Inc. Investee Equity-method investments 2,000 17,146 0.96 17,146 |Note 2
Explore Technology Electronics Inc. - Financial assets carried atst 500 - 4.17 - |Note 2
Gatetech Technology Inc. - Financial assets carried at cost 131 2,074 0.12 2,074 |Note 2
Aero Vision Avionics, Inc. Same chairmawith Li-Hsin Financial assets carried at cost 600 3,323 1.85 3,323 |[Note 2
Giga Solution Tech. Co., Ltd. - Financial assets carried at cost 648 4,178 0.70 4,178 |Note 2
PowerWorld Fund Inc. Same chairmawith Li-Hsin Financial assets carried at cost 359 2,945 1.40 2,945 |Note 2
Neo Solar Power Corp. Li-Hsin is its supervisor Financial assets carried at cost 1,077 24,221 1.09 24,221 |Note 2
Deutron Electronics Corp. Same chairmawith Li-Hsin Financial assets carried at cost 656 15,015 0.64 15,015 |Note 2
Getsilicon net, Inc. - Financid assets carried at cost 400 - 2.20 - |Note 2
(Continued)
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March 31, 2008
HOId'nﬂa%)énpany Marketable Securities Type and Issuer Relatlonsrg;;%vggr']cce Holding Financial Statement Account (Tkﬁ) Zasfr? ds/ | Carrying Value Percentag_e ol Market Value or Note
. Ownership | Net Asset Value
Units) (Note 7)
Powerchip Japan Corp. - Financial assets carried at cost 1 |$ 1,729 090 | $ 1,729 |Note 2
Umax System GmbH - Financial assets carried at cost - 7,881 6.00 7,881 |Note 2
Asia Global Venture Capital Co., Ltd. - Financial assets carried at cost 950 31,412 9.50 31,412 |Note 2
SemilLEDs Corp. Series Qoreferred shares - Financial assets carried at cost 1,750 33,840 0.75 33,840 |Note 2
Bonds
Veutron Corp- issued in 2003 (11) Investee Held-to-maturity financial assets 3 6,000 - 6,000 |Note 2
Veutron Corp- issued in 2005 (1) Investee Held-to-maturity financial assets 4 20,000 - 20,000 |Note 2
Veutron Corp.- issued in 2006 (1) Investee Held-to-maturity financial assets 3 15,000 - 15,000 |Note 2
MaxEdge Electronics Corpissued in 2005 (I) [Investee Held-to-maturity financial assets 10 10,000 - 10,000 |Note 2
MaxEdge Electronie Corp.- issued in 2005 (lll]Investee Held-to-maturity financial assets 15 15,000 - 15,000 |Note 2
Stock
NewSoft Technology Corp. Li-Hsinis its director Financial assets at fair value through profitoss 2,324 15,665 - 15,665 -
Fullerton Technology Co., Ltd. Quantum Vision is its director |[Financial assets at fair value through profitoss 1,072 28,147 - 28,147 -
Macronix International Co., Ltd. Li-Hsin is its director Financial assets at fair valtlerough profitor loss 6,489 89,543 - 89,543 -
Elan Microelectronics Corp. - Financial assets at fair value through profitoss 5,050 278,255 - 278,255 -
MediaTek Inc. - Financial assets at fair value through profitoss 20 8,000 - 8,000 -
Shinkong Financial Holding Co., Ltd. - Financial assets at fair value through profitoss 4,000 91,200 - 91,200 -
Powerchip Semiconductor Corp. Parent company Available-for-sale financial assets 4,614 52,365 - 52,365 -
AIPTEK International Inc, - Available-for-sale financial assets 615 8,920 - 8,920 -
Pacgen Biopharmaceuticals Corp. - Available-for-sale financial assets 143 805 - 805 -
Sinotruk (Hong Kong) Ltd. - Available-for-sale firancial assets 4 116 - 116 -
Equity
GrandCathay Bond Fund - Financial assets at fair value through profitoss 1,360 17,910 - 17,910 -
Polaris DeBo Fund - Financial assets at fair value through profitoss 9,020 102,032 - 102,032 -
Champion Real Estate Investment Trust - Available-for-sale financial assets 396 6,109 - 6,109 -
Quantum Vision |Stock
Corp. MaxEdge Electronics Corp. Investee Equity-method investments 1,425 - 11.13 - |Note 2
Syntronix Corp. Investee Equity-method investments 714 8,608 1.97 8,608 |Note 2
Zentel Electronics Corp. Investee Equity-method investments 1,530 27,385 4.89 27,385 |Note 2
SynagdnvestmentCorp. Investee Equity-method investments 3,165 25,884 6.77 25,884 |Note 2
Novax Technologies, Inc. Investee Equity-method investments 11,555 126,978 11.21 126,978 |Note 2
Luxxon Technology Corp. Investee Equity-method investments 7,877 68,759 12.P 68,759 |Note 2
Tekmax Development Corp. Investee Equity-method investments 6,004 101,173 15.24 101,173 |Note 2
Poweflash Technology Corporation Investee Equity-method investments 1,400 11,824 3.50 11,824 |Note 2
Artrix Internatioral Inc. Investee Equity-method investments 15,377 134,810 9.97 134,810 |Note 2
Optimicro Corp. Investee Equity-method investments 3,859 18,360 7.72 18,360 |[Note 2
Lu-Chu Development Corp. Investee Equity-method investments 8,950 77,909 3.60 77,909 |Note 2
Astel Electronics Corp. Investee Equity-method investments 500 3,830 5.00 3,830 |Note 2
Smart Art Corp. Investee Equity-method investments 29,908 295,792 20.07 295,792 |Notel
LoanSky.Net Corp. Investee Equity-method investments 1,000 4,211 20.00 4,211 |Note 2
Retronix Technology Corp. Investee Equity-method investments 1,000 8,855 2.86 8,855 |Note 2
Network Holdings Limited Investee Equity-method investments 2,135 67,301 18.57 67,301 |Note 2
Vivichip Electronics Corp. Investee Equity-method investments 100 635 1.00 635 |Note 2
(Continued)
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March 31, 2008
HOId'nﬂa%)énpany Marketable Securities Type and Issuer Relatlonsrg;;%vggr']cce Holding Financial Statement Acount (Tkﬁ) Zasfr? ds/ | Carrying Value Percentag_e ol Market Value or Note
. Ownership | Net Asset Value
Units) (Note7)

Zhi-Li Investment Corp. Investee Equity-method investments 11,357 | $ 97,337 545 | $ 97,337 |Note 2
MicroMedia Technology Corp. Investee Equity-method investments 595 5,950 10.00 5,950 |Note 2
Veutron Corp. Investee Equity-method investments 3,767 37,814 3.47 37,814 |Notes2and 5
Terax Communication Technologies Inc. Investee Equity-method investments 2,789 24,853 7.18 24,853 |Note 2
Navisys Technology Corp. Investee Equity-method investments 805 6,039 17.89 6,039 |Note 2
eBsuccess Solutions Inc. Investee Equity-method investments 1,000 4,732 12.50 4,732 |Note 2
Rexchip Electronics Corp. Investee Equity-method investments 15,625 228,939 0.53 228,939 |Note 2
Ubilux Optoelectronics Corporation Investee Equity-method investments 2,800 2,969 6.98 2,969 |Note 2
Lontium Semiconductor Corp. Hiihg Ltd. Investee Equity-method investments 500 267 10.71 267 |Note 2
ANAX Technology Corporation Investee Equity-method investments 1,440 14,400 18.00 14,400 |Note 2
Renesas SP Drivers Taiwan Inc. Investee Equity-method investments 600 6,000 30.00 6,000 |Note 2
Besteam Technology Inc. - Financial assets carried at cost 2,033 10,635 5.19 10,635 |[Note 2
eMemory Technology Inc. Same chairmawith Quantum [Financial assets carried at cost 1,091 - 2.39 - |Note 2

Vision
Great Taipei Broadband Co., Ltd. Parent company is its director |Financial assets carried at cost 1,500 8,280 1.00 8,280 |Note 2
Aero Vision Avionics, Inc. Same chairmawith Quantum |Financial assets carried at cost 1,104 6,725 3.41 6,725 |Note 2

Vision
SAMHOP Electronics Corp. - Financial assets carried at cost 720 9,432 3.00 9,432 |Note 2
Impac Technology Co., Ltd. - Financial assets carried at cost 200 2,106 0.53 2,106 |Note 2
Lightsonic Optoelectrans Inc. Quantum Vision is its director |Financial assets carried at cost 802 2,729 1.62 2,729 |Note 2
Miluku Entertainment Corp. Quantum Vision is its director |[Financial assets carried at cost 220 - 1.80 - |Note 2
Taiwan Liposome Coltd. Quantum Vision is its director |Financial assets carried at cost 500 13,603 2.57 13,603 |Note 2
PowerWorld Fund Inc. Same chairman with Quantum|Financial assets carried at cost 642 5,268 2.50 5,268 |Note 2

Vision
Universal Venture &nd, Inc. Same chairmawith Quantum |Financial assets carried at cost 1,229 6,500 3.90 6,500 |Note 2

Vision
A-Optronics Technology Inc. Parent company is its director |Financial assets carried at cost 4,415 27,283 11.93 27,283 |Note 2
Phoenix Silicon International Corporation - Financial assets carried at cost 218 2,399 0.24 2,399 |Note 2
lli Technology Corp. Quantum Vision is its supervis(Financial assets carried at cost 1,000 15,000 4.19 15,000 |Note 2
Neo Solar Bwer Corp. Quantum Vision is its director |[Financial assets carried at cost 1,828 44,148 1.86 44,148 |Note 2
Silicon Optronics, Inc. Quantum Vision is its director |Financial assets carried at cost 870 10,974 3.99 10,974 |Note 2
DeutronElectronics Corp. Quantum Vision is its director |[Financial assets carried at cost 9,676 234,422 9.47 234,422 |Note 2
PowerGate Optical, Inc. Same chairmawith Quantum [Financial assets carried at cost 2,734 15,994 7.20 15,994 |Note 2

Vision
DRAMeXchange Tech. Inc. - Financial assets carried at cost 157 1,568 1.96 1,568 |[Note 2
Apacer Technology Inc. Quantum Vision is its director |[Financial assets carried at cost 309 3,671 0.28 3,671 |Note 2
UBIG Electronics Corporatin - Financial assets carried at cost 800 8,000 5.33 8,000 |Note 2
Billions of Operations Per Second, Inc. - Financial assets carried at cost 200 - 0.33 - |Note 2
Nobex Corp. - Financial assets carried at cost 50 - - - |Note 2
Magna Chip. - Financial assets carried at cost 1 - - - |Note 2
MAXXAN Corp. - Financial assets carried at cost 403 - 0.25 - |Note 2
e-Phocus, Inc. Series Boreferred shares - Financial assets carried at cost 133 2,005 6.67 2,005 |Note 2
Umax System GmbH - Financial assets carried at cost - 10,912 7.00 10,912 |Note 2
TVbean Holding Ltd. - Financial assets carried at cost 300 4,500 1.60 4 500 |Note 2
Aptic Semiconductoinc. SeriesA - preferred - Financial assets carried at cost 870 6,591 5.77 6,591 |Note 2

shares
Asia Global Venture Capital Co., Ltd. - Financial assets carried at cost 950 31,412 9.50 31,412 |Note 2
SemilLEDs Corp. Series Qoreferred shares - Financial assets carried cost 1,600 30,464 0.69 30,464 |Note 2
(Continued)
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March 31, 2008
HOId'nﬂa%)énpany Marketable Securities Type and Issuer Relatlonsrg;;%vggr']cce Holding Financial Statement Account (Tkﬁ) Zasfr? ds/ | Carrying Value Percentag_e ol Market Value or Note
. Ownership | Net Asset Value
Units) (Note7)
Bonds
Veutron Corp- issued in 2003 (11) Investee Held-to-maturity financial assets 13 | $ 26,000 -1 $ 26,000 |Note 2
Veutron Corp- issued in 2005 (1) Investee Held-to-maturity financial assets 4 20,000 - 20,000 |Note 2
Veutron Corp- issued in 2006 (1) Investee Held-to-maturity financial assets 5 25,000 - 25,000 |Note 2
MaxEdge Electronics Corpissued in 2005 () [Investee Held-to-maturityfinancial assets 10 10,000 - 10,000 |Note 2
MaxEdge Electronics Corpissued in 2005 (Il)|{Investee Held-to-maturity financial assets 20 20,000 - 20,000 |Note 2
MaxEdge Electronics Corpissued in 2005 (llljInvestee Held-to-maturityfinancial assets 10 10,000 - 10,000 |Note 2
Stocks
NewSoft Technology Corp. Quantum Vision is its director |[Financial assets at fair value through profitoss 1,873 12,625 - 12,625 -
Silicon Storage Technology Inc - Financial assets at fair value through profitoss 40 3,181 - 3,181 -
Fullerton Technology Co., Ltd. Quantum Vision is its director |Financial assets at fair value through profitoss 3,140 82,416 - 82,416 -
Hua Nan FinanciaHoldings Co., Ltd. - Financial assets at fair value through profitoss 500 14,000 - 14,000 -
Wafer Works Corp. Quantum Vision is its supervis(Financial assets at fair value through profitoss 3,522 456,114 - 456,114 -
ElanMicroelectronics Corp. - Financial assets at fair value through profitoss 3,670 202,217 - 202,217 -
United Microelectronics Corp. - Financial assets at fair value through profitoss 1,743 32,593 - 32,593 -
MediaTek Inc. - Financial assets at fair value through profitoss 30 12,000 - 12,000 -
Powertech Technology Inc. Quantum Vision is its director |Available-for-sale financial assets 3,671 400,192 - 400,192 -
Pacgen Biopharmaceuticals Corp. - Available-for-sale financial assets 133 749 - 749 -
Bond of Rich Development Cd.td. - Available-for-sale financial assets 50 7,000 - 7,000 -
Sinotruk (Hong Kong) Ltd. - Available-for-sale financial assets 4 116 - 116 -
Equity
PCA Well Pool Fund - Financial assets at fair value through profitoss 1,699 21,708 - 21,708 -
President James Bond Fund - Financial assets at fair value through profitoss 3,213 50,563 - 50,563 -
IBT 1699 Bod Found - Financial assets at fair value through profitoss 809 10,228 - 10,228 -
Champion Real Estate Investment Trust - Available-for-sale financial assets 450 6,942 - 6,942 -
Paramax Corp. |Stock
MaxEdge Eleabnics Corp. Investee Equity-method investments 910 - 7.11 - |Note 2
SynagdnvestmentCorp. Investee Equity-method investments 1,908 15,599 4.08 15,599 |Note 2
Novax Technologies, Inc. Investee Equity-method investments 4,145 45535 4.02 45,535 |Note 2
Luxxon Technology Corp. Investee Equity-method investments 3,167 27,633 5.14 27,633 |Note 2
Tekmax Development Corp. Investee Equity-method investments 1,111 18,721 2.82 18,721 |Note 2
Powerflash Technolog@orporation Investee Equity-method investments 600 5,067 1.50 5,067 |Note 2
Artrix International Inc. Investee Equity-method investments 5,341 46,784 3.46 46,784 |Note 2
Optimicro Corp. Investee Equity-method investments 1,824 8,681 3.65 8,681 |Note 2
Lu-Chu Development Corp. Investee Equity-method investments 6,800 59,081 2.73 59,081 |Note 2
Smart Art Corp. Investee Equity-method investments 32,079 317,310 21.53 317,310 |Notel
LoanSky.Net Corp. Investee Equity-method investments 400 1,684 8.00 1,684 |Note 2
Deutron Japan Corp. Investee Equity-method investments 82 3,510 1.67 3,510 |Note 2
Zhi-Li Investment Corp. Investee Equity-method investments 13,747 117,876 6.60 117,876 |Note2
Retronix Technology Corp. Investee Equity-method investments 1,000 8,855 2.86 8,855 |Note 2
Veutron Corp. Investee Equity-method investments 8,705 87,287 8.01 87,287 |Notes2and 5
Terax Communication Technologies Inc. Investee Equty-method investments 652 5,815 1.68 5,815 |Note 2
Navisys Technology Corp. Investee Equity-method investments 820 6,150 18.22 6,150 |Note 2
(Continued)
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