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INDEPENDENT AUDITORS’ REPORT
The Board of Directors and Shareholders
DFI, Inc.

We have audited the accompanying consolidated balsineets of DFI, Inc. and subsidiaries as
of December 31, 2008 and 2007, and the relatedbtidated statements of income, changes in
shareholders’ equity and cash flows for the yehentended. These consolidated financial
statements are the responsibility of the Compamgdaagement. Our responsibility is to express
an opinion on these consolidated financial statésnessed on our audits.

We conducted our audits in accordance with the KRBeverning the Audit of Financial
Statements by Certified Public Accountants and tangdistandards generally accepted in the
Republic of China. Those rules and standards reghiat we plan and perform the audit to
obtain reasonable assurance about whether thecialastatements are free of material
misstatement. An audit includes examining, on & basis, evidence supporting the amounts
and disclosures in the financial statements. Anitaaildo includes assessing the accounting
principles used and significant estimates made &yagement, as well as evaluating the overall
financial statement presentation. We believe thmtaudits provide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statetaereferred to above present fairly, in all
material respects, the consolidated financial pmsitof DFI, Inc. and subsidiaries as of
December 31, 2008 and 2007, and the results of gmsolidated operations and their
consolidated cash flows for the years then endeaxbiormity with the Guidelines Governing

the Preparation of Financial Reports by Securitesuers, requirements of the Business
Accounting Law and Guidelines Governing Businessddmting with respect to financial

accounting standards, and accounting principlesrgdlg accepted in the Republic of China.

As discussed in Note 3 to the consolidated findrstetements, effective January 1, 2008, DFI
Inc. and subsidiaries adopted Interpretation 208&-0Accounting for Bonuses to Employees,

Directors and Supervisors” issued by the Accouniegearch and Development Foundation of
the Republic of China and relevant requirementsnpigated by the Financial Supervisory

Commission of the Executive Yuan.

Deloitte & Touche

Taipei, Taiwan
February 13, 2009

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 and
not those of any other jurisdiction. The standards, procedures and practices to audit such financial statements are
those generally accepted and applied in the Republic of China.

For the convenience of readers, the auditors” report and the accompanying financial statements have been
translated into English from the original Chinese version prepared and used in the Republic of China. If thereis any
conflict between the English version and the original Chinese version or any difference in the interpretation of the
two versions, the Chinese-language auditors” report and financial statements shall prevail.
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DFI Inc.

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2008 AND 2007

(In Thousands of New Taiwan Dollars, Except Par Value)

2008 2007
Assets Amount % Amount %
Cash and cash equivalents (Notes 2 and 4) $912,3Pp8 $ 1,004,229 27
Financial assets at fair value through profit or loss (Note
5 and 21) 950,450 26 641,799 17
Available-for-sale financial assets (Notes 2 and 6) 77,502 176,999 5
Bonds without active markets (Notes 2 and 10) - - 38,935 1
Notes receivable 4 - 43 -
Accounts receivable (Note 2) 425,52812 397,397 11
Receivable from Affiliates (Note 19) 33,608 1 91,191 3
Other Receivables 13,484 - 27,226 1
Inventory (Notes 2 & 7) 494,830 14 620,072 17
Time deposits pledged (Note 20) 10,000 - 12,595 -
Deferred income taxes-current (Notes 2 & 15) 50,1812 16,716 -
Prepayments and other current asset 22379 1 21,011 1
Total Current Assets 2,990,26983 3,048,213 83
LONG-TERM INVESTMENTS (Notes 2,5,6,8,9,10 and 11)
Financial assets at fair value through profit or loss- non-
current (Notes 2 and 5) 49,529 1 - -
Available-for-sale financial assets 24,100 1 11,916 -
Held-to-maturity financial assets 200,000 5 200,000 6
Financial assets carried at cost 25,4461 30,178 1
Bonds without active markets - - 15,959 -
Total long-term investments 299,075 8 258,053 7
PROPERTY, PLANT & EQUIPMENT (Notes 2 and 12)
Land 29,801 1 28,829 1
Buildings 119,188 3 117,935 3
Machinery & equipment 437,835 12 465,625 13
Office equipment 20,451 1 22,688 -
Other equipment 33,259 1 33,304 1
Cost Subtotal 640,534 18 668,381 18
Accumulated Depreciation 506,889 14 525,028 14
Net property, plant & equipment 133,645 4 143,353 4
INTANGIBLE ASSETS
Computer software (Note 2) 1,302 - 2,019 -
Goodwill (Note 2) 187,365 5 187,365 5
Total Intangible Assets 188,667 5 189,384 5
OTHER ASSETS
Deferred Income Taxes-non-current (Notes 2 & 15) -- 15,744 1
Deferred charges (Note 2) 6,604 - 4,626 -
Others 4,406 - 11,543 -
Total other assets 11,010 - 31913 1
TOTAL ASSETS $ 3,622,666 100 $ 3,670,916 100

The accompanying notes are an integral part of the consolidated finaaigiaients.

Liabilities& Shareholders’ Equity
CURRENT LIABILITIES

Notes Payable

Accounts Payable

Payable to Affiliates (Note 19)
Income Tax Payable (Notes 2 & 15)
Accrued Expenses

Financial liabilities at fair value through

profit or loss (Notes 2, 5 and 21)
Payable for purchase of equipment
Other Current Liabilities

Total current liabilities

OTHER LIABILITIES

Accrued pension cost (Notes 2 and 18)

Deferred income tax liabilities-non-
current (notes 2 and 15)
Others

Total other liabilities
Total liabilities

SHAREHOLDERS' EQUITY
CAPITAL STOCK
CAPITAL SURPLUS
Additional paid-in capital
From treasury stock transaction
Gain on asset disposition
From long-term equity investments
Total capital surplus

RETAINED EARNINGS
Legal Reserve
Special Reserve
Unappropriated earnings
Total retained earnings

OTHER EQUITY ADJUSTMENTS
Cumulative translation adjustments
Unrealized gain or loss on financial

instruments
Treasury stocks
Total other equity adjustments
MINORITY INTEREST
Total shareholders’ equity

TOTAL LIABILITIES & EQUITY

2008 2007

Amount % Amount
69,158 2 $ 157,829 4
156,956 4 223,233 6
15 - 282 -
95,848 3 84,515 2
136,901 4 66,484 2
- - 157 -
1,628 - 2,349 -
38,987 1 50,261 2
499,493 14 585,110 16
52,652 50,729 1
5,360 - - -
4,934 - 3,452 -
62,953 2 54,181 1
562,446 16 639,291 17
1,190,330 33 1,140,530 31
806,569 22 806,569 22
25,9501 25,950 1
808 - 808 -
653 - 653 -
833,980 23 833,980 23
331,986 9 268,642 8
9,008 - 4,442 -
767,16721 849,922 23
1,108,16130 1,123,006 31
35,8541 (3,456) -
(46,036) (1) (5,552) -
(62,071) (2) (56,885) (2)
(72,253§2) (65,893) (2)
2 - 2 -
3,060,22084 3,031,625 83

$ 3,622,666 100

$ 3,670,916 100
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DFI Inc.

CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

(In Thousands of New Taiwan Dollars, Except Consolidated Earning8er Share)

2008 2007
Amount % Amount %
Gross Sales $3,753,767 101 $2,849,157 101
Sales Return & Allowance 29,418 1 30,872 1
Net Sales (Notes 2 and 19) 3,724,340 2,818,285 100
Cost of Goods Sold (Notes 16 and 19) 2,400,3284 1,824,098 65
Gross Profit 1,324,025 36 994,187 35
Unrealized Profit on Sales to Affiliates (Note 2) - - (2,008) -
Gross Profit 1,324,025 36 993,179 35
Operation Expenses (Notes 16 and 19)
Sales & Marketing 163,039 ° 114,828 4
General & Administrative 195288 © 91,212 3
Research & Development 124585 3 100,872 4
Total Operating Expenses 482912 13 306,912 11
Income from Operations 841,11323 686,267 24
Non-operating Income
Interest income (Note 21) 30,538 1 36,082 1
Gain on reversal of bad debts 8,877 - - -
Gain on disposal of investments - - 67,088 2
Equity in earnings of equity method investees, net - - 21,138 1
(Notes 2 and 11)
Exchange gain (Note 2) - - 12,868 1
Gain on valuation of financial liabilities (Notes 2,5 - - 155 -
and 21)
Other Income (Note 19) 23,979 1 18,086 1
Total Non-operating Income 63,394 2 155,417 6
Non-operating Expenses
Loss on market price decline of inventory (Notes 2 59,147 2 744 -
and 7)
Exchange losses (Note 2) 40,223 1 - -
Loss on write-off of financial assets (Notes 2 and 6) 34,144 1 - -
Loss on disposal of assets 29,9961 - -
Loss on inventory write-off 6,801 - 5,837 1
Loss on valuation of financial assets (Notes 2,5& 2,617 - 17,060 1
21)
Interest expenses (Note 21) 356 - 373 -
Other Losses (Note 19) 5,312 - 2,367 -
Total Nor-operating Expens 178,59t 5 26,38 1




DFI

DFI Inc.

CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

(In Thousands of New Taiwan Dollars, Except Consolidated Earning8er Share)

INCOME BEFORE INCOME TA> 725,91: 2C 815,30 29
INCOME TAX (Notes 2 and 15) 185,516 5 181,862 7
INCOME BEFORE CUMULATIVE EFFECT OF 540,395 15 633,441 22
CHANGES IN ACCOUNTING PRINCIPLES

NET CONSOLIDATED INCOME $ 540,395 15 $ 633,441 22
INCOME ATTRIBUTED TO:
Stockholders of parent company $ 540,3985 $ 644,441 22

Minority interest - - - -

2008 2007
Before Tax After Tax Before Tax After Tax

EARNINGS PER SHARE (Notes 3 &

17)
Basic $ 6.04 $ 4.57 $ 7.13 $ 5.56
Diluted $ 5.97 $ 451

The accompanying notes are an integral part of the consolidated finaaigaients.
(With Deloitte & Touche audit report dated JanuiBy 2009)
(Concluded)



DFI

DFI, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

YEARS ENDED DECEMBER 31, 2008 AND 2007

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

Capital Stock Capital Surplus (Notes 2, 13 and 14)  Retained Earnings (Notes 2,13 and 15) Adjustments
Issue of Gain on From Cumulative Unrealized Gain or
Stock in Disposal Long-term Translation Loss on Financial — Treasury Total
Thousand Excess of Treasury of Stock Legal  Special Unappropriated Adjustment Instruments (Notes Stock (Notes Minority  Shareholders’
Shares Amount ParValue Stock Properties Investments Reserve Reserve Earnings (Note 2) 2,6 and 21) 2 and 14) Interest Equity

BALANCE, JANUARY 1, 2007 108,31%1,083,169 $806,569 $25,950 $808 $653 $213,554 $3,118 $777,400  $(4,442) $3,456 $- $2 $2,910,237
Appropriation of prior year's earnings:

Legal reserve - - - - - - 55,088 - (55,088) - - - -

Employee Bonus-Stock 3,570 35,700 - - - - - - (35,700) - - - -

Employee Bonus-Cash (8,920) (8,920)

Remuneration to directors and supervisors - - - - - - - - (4,958) - - (4,958)

Stock Dividend- $0.2 per share 2,070 20,702 - - - - - - (21,661) - - - -

Cash Dividend - $0.8 per share - - - - - - - - (433,268) - - (433,268)
Net Income, 2007 - - - - - - - - 633,441 - - - 633,441
Reverse of Special Reserve - - - - - - 1,324 (1,324) - - -
Cumulative Translation Adjustments - - - - - - - - 986 - - 986
Unrealized gain or loss on financial instruments (9,008) (9,008)
Purchase of Treasury Stock- 746,000 shares - - - - - - - - - - - (56,885) (56,885)
BALANCE, DECEMBER 31, 2007 114,0581,140,5306 806,569 $ 25,950 $ 808 $ 653 % 268,642 $ 4,442 $849,922  $(3,456) $(5,552)  $(56,885) $ 2 $ 3,031,625
Appropriation of prior year's earnings:
Legal reserve - - - - - - 63,344 - (63,344) - - - -
Employee Bonus-Stock 3,848 38,480 - - - - - - (38,480) - - - -
Employee Bonus-Cash (12,830) (12,830)
Remuneration to directors and supervisors - - - - - - - - (5,700) - - (5,700)
Stock Dividend- $0.1 per share 1,132 11,320 - - - - - - (11,320) - - - -
Cash Dividend - $4.3 per share - - - - - - - - (486,910) - - (486,910)
Net Income, 2008 - - - - - - - - 540,395 - - - 540,395
Reverse of Special Reserve - - - - - - 4,566 (4,566) - - -
Cumulative Translation Adjustments - - - - - - - - - 39,310 - - 39,310
Unrealized gain or loss on financial instruments (40,484) (40,484)
Purchase of Treasury Stock- 73,000 shares - - - - - - - (5,186) (5,186)
BALANCE, DECEMBER 31, 2008 119,03R1,190,3306 806,569 $ 25,950 $ 808 $ 653 $331,986 $ 9,008 $767,167  $35,854 ($ 46,036) $(62,071) $ 2 $ 3,060,220

The accompanying notes are an integral part of the consolidated finaaigiaients.
(With Deloitte & Touche audit report dated JanukBy 2009)
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DFI, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars)
2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Consolidated net income

$ 540,395% 633,441

Depreciation 24,173 41,170
Amortization 8,108 6,771
Gain on disposal of investments 29,996 (67,088)
Gain on valuation of financial assets 2,617 17,060
Loss on impairment of financial liabilities - (155)
Losses from write off of financial assets 34,144 -
Translation loss on financial assets 511 (4,723)
Amortization on financial assets (329) (392)
Loss on inventory devaluation 59,147 744
Loss on inventory write off 6,801 5,837
Equity in earnings of equity method investees, net - (21,138)
Dividend received from subsidiaries - 22,002
Gain on disposal of property, plant and equipment, net 338 (170)
Deferred income taxes (12,361) (5,192)
Accrued pension liability 1,930 4,108

Net changes in operating assets and liabilities:
Financial assets at fair value through profit or loss

(339,153) 455,500

Notes receivable 39 162
Accounts receivable (28,131) 5,522
Receivable from affiliates 57,583 (37,274)
Inventory 59,542  (175,149)
Other Receivables 13,742 (406)
Other Current Assets (1,368) 7,793
Notes Payable (88,671) 40,554
Accounts Payable (66,277) 56,511
Payable to Affiliates (267) (535)
Income Tax Payable 11,333 1,461
Accrued Expenses 70,417 3,821
Deferred Income - 1,008
Other Current Liabilities (11,274) (969)

Net cash provided by operating activities

$ 372,98% 990,274

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of ready-for-sale financial assets
Proceeds from disposal of ready-for-sale financial assets

(19,702) (66,071)
30,088 96,066

Purchase of bonds without active market - (28,951)
Prepayment of bonds without active market 39,264 40,736
Proceeds from disposal of bonds without active market 15,959 9,559
Increase of pledged time deposits 2,595 1,706
Purchase of financial assets at fair value through profit or ~ (50,000) -
loss- non-current
Refund from financial assets carried at cost 4,732 -
Increase of investments accounted for using equity method (234,464)
(Continued)
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DFI, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

(In Thousands of New Taiwan Dollars)

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and
equipment

Purchase of intangible assets

Increase of deferred charges

Increase of other assets

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase of warranty deposits
Decrease of other liabilities
Payment of directors and supervisors’ remuneration
Payment of employee bonus
Payment of cash dividends
Purchase cost of treasury stock

Net cash used in financing activities

EFFECT OF EXCHANGE RATE CHANGES

EFFECT OF FIRST INCLUSION FOR
CONSOLIDATION OF CERTAIN SUBSIDIARIES

Increase (Decrease) of Cash and Cash Equivalents

CASH AND CASH EQUIVALENTS, BEGINNING OF
YEAR

2008 2007
(14,553)  (8,313)
247 170
(1,131)  (2,775)
(8,238) (3,922

7,137 (6,469)
$6,390% (202,728)
1,498 -

(16) (38)
(5,700)  (4,958)
(12,830)  (8,920)
(486,910)  (433,268)
(5,186)  (56,885)
(509,144) (504,069)
37,844 880

- 60,684

(91,925) 345,041

1,004,229 659,188

CASH AND CASH EQUIVALENTS, END OF YEAR

$ 912,304 $ 1,004,229

SUPPLEMENTAL INFORMATION
Payment of Interest

$ 356 $ 373

Payment of Income Taxes

$ 173,413 $ 185,556

The accompanying notes are an integral part of the consolidated finaaigiaients.

(With Deloitte & Touche audit report dated JanukBy 2009)

(Concluded)
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DFI, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

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

NOTE 1: COMPANY PROFILE

DFI, Inc. (Parent company), a Republic of China (R.O.C.) corporatias incorporated in

July 1981. On January 15, 2000, its shares were listed on twvarT&tock Exchange (TSE).

DFI engaged mainly in the design, manufacturing, and sale of cemmatherboards, add-

on cards and other PC components. Since 2002, the company transformed as an embedded PC
maker.

As of December 31, 2008 and 2007, the staffs employed in DFI ansulisidiaries
numbering 516 and 511, respectively.

NOTE 2: SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements are presented iroraghf with the Guidelines
Governing the Preparation of Financial Reports by Securimsets, Business Accounting
Law, Guideline Governing Business Accounting, and accounting pléscigenerally
accepted in the R.O.C.

For the convenience of readers, the accompanying consolidatedidinatatements have

been translated into English from the original Chinese versigraprd and used in the R.O.C.
If there is any conflict between the English version andotiginal Chinese version or any

difference in the interpretation of the two versions, then€de-language consolidated
financial statements shall prevail.

Significant accounting policies are summarized as follows:
Principles of Consolidation
The accompanying consolidated financial statements include tbardasaf all directly and
indirectly majority owned subsidiaries of DFI, and the accoahiavestees in which DFI's
ownership percentage is less than 50% but over which DFI has a contiraiirest.
All significant inter-company balances and transactions are eliatingion consolidation.
The consolidated entities were listed as below:

Name of Investee Percentage of Business Functions

Ownership at
December 31, 2008

Diamond Flower Service (NL) B.V. 100% After service of PC
motherboards.

Dual-Tech International Co., Ltd. 99.99% Subcontractor of PC
equipment.

ITOX, LLC. 10098 Sales of embedded PC

DFlI, Co., Ltd. 100% Sales of embedded PC

Yan Tong Technology Ltd. 100% Share holding

1. Diamond Flower (San Jose) Inc. has been mergedi@X LLC. on January 1, 2008.
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Use of Estimates

The preparation of consolidated financial statements in cortformiih the aforementioned
guidelines, law and principles requires management to nmedsomable assumptions and
estimates of matters that are inherently uncertain. The lamgalts may differ from
management’s estimates.

Classification of Current and Non-current Assets and Liabiliies

Current assets are assets held for trading purposes and assetdaxpeetconverted to cash,
sold or consumed within one year from the balance sheet dateenCliabilities are
obligations incurred for trading purposes and obligations expéctee settled within one
year from the balance sheet date. Assets and liabilitiesatbatot classified as current are
non-current assets and liabilities, respectively.

Cash Equivalents

Bankers’ acceptances acquired with maturities of less tiiv@e months from the date of
purchase are classified as cash equivalents. The carrying amoroxi@agpes fair value.

Financial Assets/Liabilities at Fair Value Through Profit or Loss

Derivatives that do not meet the criteria for hedge accouatigfinancial assets acquired
principally for the purpose of selling them in the near tereiaitially recognized at fair
value, with transaction costs expensed as incurred. The degvativ financial assets are re-
measured at fair value subsequently with changes in faiewvacognized in earnings. A
regular way purchase or sale of financial assets is atmmbupr using settlement date
accounting.

Fair value is determined as follows: publicly traded stockm®sing price at the end of the
year; and derivatives - using valuation techniques incolipgrastimates and assumptions
that are consistent with prevailing market conditions. Whenfahevalue is positive, the
derivative is recognized as a financial asset; when thedaie is negative, the derivative is
recognized as a financial liability.

Available-for-Sale Financial Assets

Investments designated as available-for-sale financialsasstude debt securities and equity
securities. Available-for-sale financial assets areialhyjt recognized at fair value plus
transaction costs that are directly attributable to twpiigition. Changes in fair value from
subsequent re-measurement are reported as a separate compdmnetholders’ equity. The
corresponding accumulated gains or losses are recognized in earnings wirential fasset
is derecognized from the balance sheet. A regular way purchasde of financial assets is
accounted for using settlement date accounting.

Fair value is determined as follows: Structured time depesitsing valuation techniques;
open-end mutual funds and money market funds - net asset vailoe and of the year;
publicly-traded stocks - closing prices at the end of the;emad other debt securities -
average of bid and asked prices at the end of the year.

Cash dividends are recognized as investment income upon resolusbareholders of an
investee but are accounted for as reductions to the origosl of investments if such
dividends are declared on the earnings of the investedsutitiie to periods prior to the
purchase of the investments. Stock dividends are recorded iasre@ase in the number of
shares held and do not affect investment income. The cost pelishecalculated based on
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the new total number of shares. Any difference between tti@ icarrying amount of a debt
security and the amount due at maturity is amortized usingftbetive interest method, with
the amortization recognized in earnings.

If there is objective evidence which indicates that a firnasset is impaired, a loss is
recognized. If, in a subsequent period, the amount of the impairmentidossases, the
previously recognized impairment loss is reversed to the extehe afecrease and recorded
as an adjustment to shareholdeequity for equity securities. For debt securities, the amount
of the decrease is recognized in earnings, provided that theadeas clearly attributable to
an event which occurred after the impairment loss was recognized.

Revenue Recognition, Accounts Receivable and Allowance for Doubitireceivables

The Company recognizes revenue when ownership and major risksaaséerred to
customers. At which time the most of revenue-generating prackase been completed and
have been realized or can be realized. Consigned materialstaerognized as revenue as
ownership and major risks are not transferred.

Allowance for doubtful receivables is provided based on a regfahe collection possibility
of accounts receivable. The Company evaluates such possibilipgrimdically examining
the aging analysis of outstanding accounts receivable, credit ratinrgcanomic environment.

Inventories

Inventories including material, finished goods, work in progred®}\&hd outsourced goods.
Inventories in DFI, DFI Co., Ltd. and Diamond Flower Service)(BLV. are stated at lower
of costs or market (LCM). The comparison bases of LCMtat@ costs and total market
values. Inventory costs are recorded at weighted-averadeane¥arket value represents
replacement cost for raw materials and net realizable Vfalugvork in process, finished
goods and outsourced goods.

The inventories of ITOX, LLC. are stated at lower of FimsEirst-out costs and market
values (replacement cost or net realizable value).

Held-to-Maturity Financial Assets

Debt securities for which the Company has a positive intentiomlaitity to hold to maturity
are categorized as held-to-maturity financial asset@aendarried at amortized cost under the
effective interest method. Those financial assets arallpitiecognized at fair value plus
transaction costs that are directly attributable to the adguistains or losses are recognized
at the time of derecognition, impairment or amortization. A reguky purchase or sale of
financial assets is accounted for using settlement date accounting.

If there is objective evidence which indicates that a firsrasset is impaired, the loss is
recognized then. If, in a subsequent period, the amount of the ingpdiloss decreases and
the decrease is clearly attributable to an event whichroagt after the impairment loss was
recognized, the previously recognized impairment loss is mvets the extent of the
decrease. The reversal may not result in a carrying amoungxbeeds the amortized cost
that would have been determined as if no impairment loss had been recognized.

Financial Assets Carried at Cost
Investments whose fair value cannot be reliably measueedaaried at their original cost,

such as non-publicly traded stocks and mutual funds. The costs plbbdy traded stocks
and mutual funds are determined using the weighted-average mdthioerel is objective

10
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evidence which indicates that a financial asset is iraga# loss is recognized. A subsequent
reversal of such impairment loss is not allowed.

The accounting treatment for cash dividends and stock dividendgydrisin financial assets
carried at cost is the same as that for cash and stodedds arising from available-for-sale
financial assets.

Bonds without Active Market

Investments of bonds and non-derivatives that do not have adguat&et price in an active

market but have fixed or determinable value of collectionstated at amortized costs. The
accounting treatment is similar with held-to-maturity finahassets but timing of disposition

is not limited.

Property, Plant and Equipment

Property, Plant and Equipment are stated at cost less actednulapreciation. Major
renovation or improvements are capitalized; maintenance is booked as sxpense

When an indication of impairment is identified, any excess ofdng/ing amount of an asset
over its recoverable amount is recognized as a loss. If to@amble amount increases in a
subsequent period, the amount previously recognized as impairmert beovéversed and
recognized as a gain. However, the adjusted amount may not exeasairiling amount that
would have been determined, net of depreciation, as if no impairloesthad been
recognized.

The depreciation is calculated at straight-line method over followeagsy
Buildings- 3 to 60 years;
Machinery- 2 to 15 years;
Office Equipment- 2 to 8 years;
Other Equipment- 2 to 8 years.

For assets have expired but are still under use, original defecizethod applied and a new
useful life is estimated.

When Property, Plant and Equipment are obsolete or sold, costs latedl reccumulated
depreciation are removed, gain or loss for the disposal adras current period non-
operating income or loss or extra-ordinary items. Disposal geh,of income tax, is
transferred to capital reserve at end of year.

Intangible Assets

Intangible assets are recorded at acquiring costs, amortizdhight-line method over the
estimated life. Computer software is amortized at straight-liethod over 3 to 5 years.

The Company adopted ROC GAAP no. 37 “Accounting for intangible sissédrting
January 1, 2007. R&D expenses in research stage are expensed whedpbatirecorded
as intangible assets in development stage if conforms to sonuitions. Such assets are
amortized at straight-line method over the estimated life.

Goodwill
Goodwill represents the excess of the consideration pagttprisition over the fair value of

identifiable net assets acquired. Effective January 1, 2006, purkuan¢ newly revised
Statement of Financial Accounting Standards No. 25, “Business CoinhmatAccounting

11
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Treatment under Purchase Method”, goodwill is no longer amdréind instead is tested for
impairment annually. If an event occurs or circumstances chamigé indicated that the fair
value of goodwill is more likely than not below its carryiagiount, an impairment loss is
recognized. A subsequent reversal of such impairment loss is notdllow

Deferred Charges
Deferred charges mainly are engineering and tooling costs, ardastize 3 to 5 years evenly.
Pension

Pension costs are booked over actuarial results for definadbcion pension plan. Pension
costs are booked at accrued contribution costs for defined cordnbpginsion plan over
periods which employees providing services. All subsidiaries do not havierpetens.

Treasury Stock

The purchase costs of treasury stock are booked as deductionmatfobthers’ equity. When
treasury stocks are written off, the purchase costs ofumgastocks are offset against
“additional paid-in capital” and “capital stocks” according to #fiare number percentage
that are written-off. If book value of treasury stocks is lotan the sum of face value of
capital stock and additional paid-in capital, the differenaadited against “capital surplus”
arose from similar treasury stock transactions. If boowkevalf treasury stocks is higher than
the sum of face value of capital stock and additional paijitad, the difference is offset
against “capital surplus” arose from similar treasuoglstransactions. If there is deficit after
the offset, the gap is debited to retained earnings.

Income Taxes

Income taxes shall be allocated crossing periods. All taxteffen deductible temporary
differences, unused prior-period losses carry-forward and unused iewédar credits are

deferred as income tax assets, possibility to realizatioassessed and allowance for
depreciation accrued. Tax effects on taxable timing differemacesaccrued as deferred
income tax liabilities. Deferred income tax assets andlitiab are classified as current or
non-current items according to their related assets or liabiiggged from.

Prior period adjustments on income taxes are included in current peroodenax expenses.

Unappropriated retained earnings shall be levied at 10%, income tax expeonsrdingly are
recorded after decision of annual shareholders’ meeting.

Foreign Currency Transactions

Non-derivative financial commodity is recorded at the spetsrat transaction dates. Gain or
loss from foreign currency assets and liabilities paid agived in NT dollars is recorded as
exchange gain or loss in the paid or received periods. Year-emucbalof foreign currency
assets or liabilities are re-valuated at year-end spot rates. @¢dasses are treated as follow:
If foreign currency long-term equity investments are valuatexdjaity method, the exchange
differences are recorded as “cumulative exchange adjustmentshasehaders’ equity item.
Other exchange differences are recorded as current year gainser loss

On the balance sheet dates, exchange forward contracts togxetigaege risks are evaluated
at spot rates of that dates. Exchange differences accordirghe@orded as current period
gains or losses. Discount or premium of the forward contraet\astized over the duration

of those contracts.
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Reclassification

Certain accounts in the consolidated financial statements asdoffoa the year ended
December 31, 2007 have been reclassified to be consistentheittonsolidated financial
statements as of and for the year ended December 31, 2008.

3. ACCOUNTING CHANGES

Effective January 1, 2008, the Company adopted Interpretation 2007-052, “Angofant
Bonuses to Employees, Directors and Supervisors” issued ichV2007 by the ARDF,
which requires companies to record bonuses paid to employees, rdiutosupervisors as
an expense rather than as an appropriation of earnings. Theéoadwipthis interpretation
resulted in a decrease in net income and earnings per sh&f€$ép,271 thousand and
NT$0.44, respectively, for the year ended December 31, 2008.

Effective January 1, 2007, the Company adopted Statement of finakmcounting
Standards (SFAS) No. 37, “Accounting for intangible assets” ahdr alauses revised
accordingly in other SFASs. The Company re-evaluated estinidiée and methods of
amortization on its intangible assets when SFAS 37 adopted. Scithnge in accounting
principle did not have any effect on the Company’s consolid@edcial statements as of
and for the year ended December 31, 2008.

4: CASH AND CASH EQUIVALENTS

NT$000
2008 2007
Petty Cash and Cash on Hand $ 306 $ 363
Checking and Demand Deposit Accounts 375,408 360,060
Time Deposits, interest rates 1.47~3.65% in 536,590 413,513
2008, and 2.23~4.26% in 2007.

Cash equivalent-short-term noteggerest rate - 230,293
4.7~5%

$ 912,304 $ 1,004,229

5. FINANCIAL ASSETS/LIABILITIES AT FAIR VALUE THROUGH PROF IT OR
LOSS

NT$000
2008 2007
Trading financial assets
Money market & open-end mutual funds $ 935,298 512,944
Publicly-traded stocks 17,813 129,207
Forward exchange contracts 721 -
Less: Valuation adjustments (3,376) (352)
Subtotal $ 950,450 $ 641,799
Trading financial liabilities
Forward exchange contracts $ - $ 157

The Company entered into derivative contracts during the ysaisd December 31, 2008
and 2007 to manage exposures to the fluctuations of foreign exctaageThe Company’s
strategy for financial hedging is to avoid risks of market price sin 8aw.

Outstanding forward contracts as of December 31, 2008 and 2007 consisted ddwindol
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Currency Maturity Date Contract Amount (in
Thousands)
December 31, 2008
Sell US$/NTS$ 2009.01.09~2009.01.20 USD2,000/NT$65,740
December 31, 2007
Sell US$/NTS$ 2008.01.04~2008.01.28 USD2,500/NTD80,923

Net gains or losses arising from derivative financial instrumesgta for the year ended
December 31, 2008 and 2007 were NT$(30,344) thousand and NT$48,180 thousand,
respectively. Net gains arising from derivative financial imstnt liabilities for the year
ended December 31, 2007 NT$155 thousand.

The financial assets assigned to include fair value ti@mian earnings are credit-linked
instruments (CLI) issued by China Trust Financial Holding Cith wook value NT$50,000
thousand and valuation allowance of NT$471 thousand as of December 31, 2008. The
maturity of this CLI will be June 20, 2010.

The gains or losses resulted from financial assets assigrindlude fair value variation in
earnings were NT$(471) thousand and NT$689 thousand.

6. AVAILABLE-FOR-SALE FINANCIAL ASSETS

NT$000
2008 2007
Current Non- Current Non-
current current
Corporate Bonds $ 93,5638% 28,242 $ 89,966 $ 12,623
Preferred stocks 60,000 - 60,000 -
Open-end mutual funds - - 30,000 -
Public-traded stocks 1 - 1,878 -
153,539 28,242 181,844 12,623
Less: unrealized loss (41,894) (4,142) (4,845) (707)
Less: accumulated impairment loss (34,144) - - -

$ 77,501 $ 24,100% 176,999 $ 11,916

1. The parent company acquired overseas corporate bonds with cougm#.E74~8.25%
for 2008 and 5.75~7.9% for 2007. Impairment losses of NT$34,144 thousand were
recognized for some perpetual bonds in 2008.

2. The parent company purchased preferred stocks 2,000,000 shares issueibibty Ta
financial holding company with par $10 at $30 per share, totaling NT$6Onsi The
terms of the issue: interest rate 3.5% p.a., paid once each agcumulating but not
participating. The stocks were listed for public trading on OctoBg2005.

3. The parent company purchased private funds from HSBC for NT$30,00Giidoukhey
were disposed of all in January and September, 2008.

4. The parent company holds 100 shares and 233 thousand shares of Unitedr&alimm
Bank at the end of 2008 and 2007, respectively.

7. INVENTORIES, NET

NT$000
2008 2007
Materials $ 178,621 $ 297,229
Finished Goods 291,115 223,707
Outsourced Work in Progress 83,993 72,572
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Work in Progress 18,930 56,803
Inventory in transit 29,655 18,346
602,314 668,657
Less: Allowance for Devaluation and
obsolesce 107,484 48,585
$ 494,830 $ 620,072
8. HELD-TO-MATURITY FINANCIAL ASSETS- Non-current
NT$000
2008 2007
Preferred stocks $ 200,000 $ 200,000

The parent company purchased preferred stock of China trustifihdolding company on
December 28, 2005 by 5 million shares at $40 per share with par $16hgtddi$200
millions. The terms of issue: interest rate 3.5% p.a. baseboance price; paid once a year,
accumulating but not participating. The preferred stocks arallmated to resell in 3 years,
and will be compulsory recalled after 7 years since issuance.

9. FINANCIAL ASSETS CARRIED AT COST

NT$000
2008 2007
Asia tech Taiwan venture fund $ 25,446 $ 30,178

The fund held by parent company is carried at cost due to no quited at active market
and hence the fair value cannot be measured reliably.aPartiestment of NT$4,732
thousand were refunded in July 2008.

10. BONDS WITHOUT ACTIVE MARKET

NT$000

2008 2007
Current Non-current Current  Non-current
Corporate Loan Obligation $ - $ - $ 38,935 $ -
JPM callable fixed range note - - - 15,959
$ - $ - $ 38,935 $ 15,959

1) The parent company purchas€drporate Loan Securitization Special Purpose Trust
(CLSPT), tranche 6, 3%, issued by Taiwan Industry Bank in April 2060RT$30,000
and tranche 4 CLSPT, 3%, in November 2006 for NT$50,000. The oblidgattbbeen

repaid NT$40,736 thousand and NT$39,264 thousand in November 2007 and May 2008,

respectively.

2) The parent company purchased JPM callable fixed range note itsuetPM
International Derivatives Ltd. on May 2005 totaling US$500 thousand, 5f.ndte
was called 100% at original investment cost by JPM in February 21, 2008.

11. INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD

The investment income of NT$21,138 thousand in ITOX, LLC for 2007 alaslated using
audited financial statements of the same period.

The parent company acquired 65.77% of share interest in ITOX, ldi€ Yren-Chi Lu, Yen-

hsing Lu and so on, for NT$234,464 thousand. The purchase price was based @alapprai

reports as of December 2007.

ITOX, LLC has been one of the consolidated entities at theoérgD07, so the account
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balance is offset when consolidated.
12. PROPERTY, PLANT AND EQUIPMENT- Accumulated Depreciation

Accumulated depreciation consisted of the following:

NT$000

2008 2007
Building $ 60,444 $ 57,669
Machinery 397,564 417,434
Office Equipment 18,840 20,592
Other Equipment 30,041 29,333
$ 506,889 $ 525,028

13. SHAREHOLDERS’ EQUITY

According to ROC laws, capital surplus arising from equityhoe valuation of long-term
equity investments is not allowed to be used anywhere. Other d&dradgpital surplus can be
used to offset accumulated losses only. But additional paid-inatapising from excess
injection over par and treasury stock transactions are alldweransfer to capital stocks,
issuing new shares to shareholders in proportion to their sloiting percentage. Capital
surplus that can be transferred to capital stocks each yeaitéllioy some percentage.

The Article of Incorporation states the rules of earnings appropriasidollows:
First to set aside 10% for legal reserve; then special cagsive in accordance with Clause
41-1 of Security Exchange Law may be set aside, too;
Second to appropriate all or part of the retained earnings,cdordence with Board of
Directors’ resolution, in following order-

(1) Directors’ remuneration no more than 3%

(2) Employee bonus 5% to 15%

(3) Dividend to shareholders for the remaining.

The employee bonus and directors’ remuneration accrued in 2008 amouritbéd,881
thousand and NT$4,864 thousand, respectively. They were calculated 3% k38 1%,
respectively, of net income- after deducting legal reselivéater BOD proposes major
different amounts from that accrued, the differences will be book@®08 earning. If the
actual amounts subsequently resolved by the shareholders diffettfe proposed amounts
by the Board of Directors, the differences are recordedeityelar of shareholders’ resolution
as a change in accounting estimate. If stock bonuses areectdwnlvbe distributed to
employees, the number of shares is determined by dividing the awiobohuses by the
closing price (after considering the effect of cash d@ndksdividends) of the shares on the
day preceding the shareholders’ meeting.

According to the Company Law, legal reserve shall be accusdulattil it equals to paid-in
capital. Legal reserve can be used to offset a deficit. Wheacghes 50% of paid-in capital,
at most half of the balance can be transferred to capital stocks.

A special capital reserve equivalent to the net debitnbelaf the other components of
shareholders’ equity (for example, cumulative translation adgrgsrand unrealized loss on
financial instruments, but excluding treasury stock) shall bdenmfaom unappropriated
earnings pursuant to existing regulations promulgated by the Gexud Futures Bureau
(SFB). Any special reserve appropriated may be reverxsdtet extent that the net debit
balance reverses.

If the earnings appropriated belong to years before 1997, sharehatdem®t entitled to
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imputation credit. If appropriated earnings belong to years a®@r,lexcept non-residents,
other shareholders are entitled to imputation credit at the ratdatad on dividend date.

The appropriations of earnings for 2007 and 2006 had been approtleel shareholders’
meetings held on June 11, 2008 and 2007, respectively, as follows:

Proposal Amount Dividend per share
2007 2006 2007 2006

Legal reserve $ 63,344 $ 55,088
Cash dividend 486,910 433,268 $4.3 $4.0
Stock dividend 11,320 21,661 $0.1 $0.2
Remuneration to directors and
supervisors 5,700 4,958
Employees’ profit sharing - in
stock 38,480 35,700
Employees’ profit sharing - in
cash 12,830 8,920

$ 618,584 $ 559,595

If the above bonus to employees, directors and supervisors hagdidemtirely in cash and
charged to earnings of 2007 and 2006, the basic earnings perafterrenx¢ome tax) for the
years ended December 31, 2007 and 2006 would have decreased from NM@5\3I$4.83
to NT$4.89 and NT$4.50, respectively.

As of report date, the Board of Directors had not resolvedplpeopriation for earnings of
2008. The above information about the appropriations of bonus to empldyeesors and
supervisors is available at the Market Observation Post Systentevebsi

14. TREASURY STOCK

Thousand shares

Shares,
Beginning Shares, End
Reason to Purchase of Year Addition Decrease of Year
2008
Intended to transfer to employees 746 73 - 819
2007
Intended to transfer to employees - 746 - 746

According to Security Exchange law, the company may purchasaityestock up to 10% of
outstanding shares. Total purchase cost of treasury stocknshadixceed sum of retained
earnings, additional paid-in capital and realized capitalgsir The treasury stocks cannot be
pledged, and are not entitled to shareholders’ rights before re-issued.

BOD of the parent company resolved on November 14, 2007 to purchass Bbar open

market, designated from November 15, 2007 to January 14, 2008, to transfeplbyees.

The parent company purchased 819,000 shares and cost NT$62,071 thousand wgoryto Janu

14, 2008. The highest treasury shares held by Parent company are 819,000 and 746,000 shares,
respectively; and highest costs NT$62,071 thousand and NT$56,885nithotesspectively,

in 2008 and 2007, which conform to the law.

15. INCOME TAXES

1) Income tax expense consisted of:
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NT$ 000
2008 2007

Income tax payable $ 173,570 $ 167,680
Deferred income tax (12,361) (5,192)
Overseas income tax 22,349 9,402
Prior period adjustments (3,326) 9,834
Prior year’s additional taxes finalized by tax
authority 5,223 -
Isolate taxation 61 139

$185,516 $ 181,862

2) Deferred income taxes consisted of the following:

2008 2007
Deferred tax assets - current
Allowance for losses on inventories $ 25,036 $ 9,972
Unrealized gross profit 13,555 6,507
Bad debt reserve over limit 4,695 4,324
Impairment loss on financial assets 8,536 -
Others 354 117
52,176 20,920
Deferred liabilities - current
Unrealized exchange gain (1,481) (3,730)
Others (514) (474)
(1,995) (4,204)
Net deferred income tax assets $ 50,181 $ 16,716
Deferred tax assets-Non-current:
Net loss carry forward $ - $ 39,614
Pension differences between financial
accounting and tax accounting 12,079 11,571
Investment loss under equity method 493 10,347
12,572 61,532
Less: Allowance for valuation - (39,880)
12,572 21,652
Deferred tax liabilities-Non-current:
Depreciation differences between financial
accounting and tax accounting (1,349) (1,072)
Investment income under equity method (16,583) (4,836)
(17,932) (5,908)
Net deferred income tax assets ($ 5,360) $ 15,744

3) The related information under the Integrated Income Tax System ioassfo

2008 2007

Year-end balances of imputation credit account
(ICA) $ 97,288 $ 85,650

The imputation creditable ratio for distribution for 2008 and 28@732.97% and 26.68%,
respectively.

The imputation credit allocated to shareholders is basedsobalance as of the date of

dividend distribution. The estimated creditable ratio may charigm the actual distribution
of imputation credit is made.
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The unappropriated retained earnings at the end of 2008 and 2007 that belong befpear
1997 both amount to NT$ 216,481 thousand.

The tax authorities have examined income tax returns of DFI through 2006.

16. PERSONNEL EXPENSES, DEPRECIATION AND AMORTIZATION

NT$ 000

2008

Operating

Costs of Sales Expenses Total
Personnel-

Payroll $ 119,908 $ 267,357 $ 387,265
Insurance 7,403 18,969 26,372
Pension 5,295 7,214 12,509
Others 3,956 6,391 10,347
Subtotal $ 136,562 $ 299,931 $ 436,493
Depreciation $ 15,613 $ 8,560 $ 24,173
Amortization $ 3,306 $ 4,802 $ 8,108

2007

Operating

Costs of Sales Expenses Total
Personnel-

Payroll $ 104,034 $ 150,774 $ 254,808
Insurance 7,146 13,174 20,320
Pension 5,825 7,057 12,882
Others 4,349 5,027 9,376
Subtotal $ 121,354 $ 176,032 $ 297,386
Depreciation $ 33,657 $ 7,513 $ 41,170
Amortization $ 2,381 $ 4,390 $ 6,771

17. EARNINGS PER SHARE

The numerator and denominator to calculate EPS are summarized as below:

Earnings (Numerator) Thousand EPS (NT$)
Shares Before After
Before Tax After Tax (Denominator Tax Tax
2008 Basic EPS
Net Income belong to Parent
company shareholders $ 714,48 540,395 118,214 $6.04 $4.57
Effect of dilutive potential
common shares- Employee
Bonus - - 1,562
Diluted EPS

Earnings attributable to

shareholders of the parent

(including effect of dilutive

potential common shares)
2007 Basic EPS

Net Income belong to Parent

company shareholders

$ 714,41 540,395 119,776 $ 5.97 $ 451

$ 813,04y 633,441 118,964 $6.83 $5.32
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As discussed in Note 3, effective January 1, 2008, the Company adoptpcetatern 2007-
052 that requires companies to record bonuses paid to employe@esx@gsense rather than as
an appropriation of earnings. If the Company may settle thgatih by cash, by issuing
share, or in combination of both cash and shares, potentiak dhame bonus to employees
which will be settled in shares should be included in the weightverage number of shares
outstanding in calculation of diluted EPS, if the shares bhagiutive effect. The number of
shares is estimated by dividing the amount of bonus to employeés Isjosing price (after
consideration of the dilutive effect of dividends) of the camrshares on the balance sheet
date. Such dilutive effect of the potential shares neede tiodiuded in the calculation of
diluted EPS until the shares of employee bonus are resolved shdheholders’ meeting in
the following year.

The calculation of EPS has included consideration of retr@aeffects on gratuitous shares
rendering. 2007 EPS before tax and after tax therefore adjust@dil®and $5.56 from $6.83
and $5.32 after retroactive adjustment.

18. PENSION PLAN

The pension mechanism under the Labor Pension Act is deemed a defntréoution plan.
Pursuant to the Act, the parent company has made monthly contribegjoaisto 6% of each
employee’s monthly salary to employees’ pension accounts sindelARO05. Pursuant to
the aforementioned Act and local regulations, the parent company recbgermon costs of
NT$7,890 thousand and NT$7,226 thousand for the years ended De&Inia808 and
2007, respectively.

The parent company has defined benefit plans under the Labor Stahdardhat provide
benefits based on an employee’s service years and averageynsatdiny for the six-month
period prior to retirement. The parent company contributes an araquat to 5% of salaries
paid each month to their respective pension funds, which are adneididig the Labor
Pension Fund Supervisory Committee (the Committee) and depdsitbeé Committee’s
name in the Bank of Taiwan.

Certain information concerning pension plan under Labor Pension distissed as follows:

1) Pension costs consist of:

NT$ 000
2008 2007
Service cost $ 2,989 $ 3,147
Interest cost 2,984 3,063
Expected return on pension assets (1,393) (1,201)
Amortization 39 647
Net pension cost $ 4,619 $ 5,656
2) Funded pension and pension payable:
Benefit obligation:
Vested benefit obligation $ 10,850 $ 15,250
Non-vested benefit obligation 66,548 66,668
Accumulated benefit obligation 77,397 81,918
Additional benefits based on future salaries
discrepancy 17,470 17,547
Projected benefit obligation 94,868 99,465
Fair value of plan assets (45,709) (45,594)
Funded status 49,159 53,871
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Unrecognized net Obligation at transition (124) (163)
Un-amortized balance 3,624 (2,979)
Accrued pension liability $ 52,659 $ 50,729
3) Vested benefits $ 14,193 $ 17,324
4) Actuarial assumptions
Discount rate used to calculate present value 2.50% 3.00%
Future salary increase rate 1.75% 2.00%
Expected rate of return on fund assets 2.50% 3.00%

5) Changes in pension funds
Contributions $ 2,689 $ 1,548
Payments $ 4,200 $ -

19. RELATED PARTY TRANSACTIONS
1.Names and Relationship between Related Parties

Related Parties Relationship with DFI
ITOX, LLC. (ITOX)* 100% owned Subsidiary
DFI Technologies, LLC. (DFI-TECH) The general manager is brotheFg§ [Bhairman.

L ITOX, LLC was 100% owned after the parent comparguaed the remaining 65.77% of outstanding shares o
December 31, 2007 and then included in consolidatitly in 2007.

2. Major Transactions with related parties

NT$000
2008 2007
Amount % Amount %
Net Sales
ITOX $ - - $ 499,949 18
DFI-TECH 362,667 10 278,270 10
$ 362,667 10 $ 778,219 28
Purchase
DFI-TECH - - 713 -
ITOX - - 650 -
$ - - $ 1,363 -
Manufacturing Expenses
DFI-TECH $ - - $ 188 -
ITOX - - 94 -
$ - - $ 282 -
Operating Expenses
DFI-TECH $ 472 $ 56
ITOX - 72
$ 472 $ 128
Non-operating Income
DFI-TECH 296 - 240 1
ITOX - - 6 -
$ 296 - $ 246 1
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Non-operating Expenses
DFI-Tech $ 144 - $ - -

Receivable from Affiliates
Trade Debtor

DFI-TECH $ 33,431 99 $ 90,395 99

Other Receivable
DFI-TECH 177 1 796 1
$ 33,608 100 $ 91,191 100

Payable to Affiliates
Trade Creditor
DFI-TECH $ 15 100 $ 282 100

The prices of related party sales are not significantlfer@iht from sales to third parties
except custom-design motherboards, which need to conform to cust@pecifications.
Parent company'’s terms of sales to affiliates are open adg08@ days, compared to that of
non-affiliates which are 30-60 days. Subsidiaries’ terms eldal affiliates are 30 days after
receipt of goods, compared to that of third parties, whichd&relays after invoice dates.
Purchase payment terms from affiliates are 60 days afteipt of goods while 45 days after
invoice dates for third parties.

3. Remuneration of Directors, Supervisors and Executives

2008 2007
Salary $ 14,127 $ 14,715
Year-end bonus 1,731 2,022
Employee bonus 23,924 34,409
$ 39,782 $ 51,146

20. MORTGAGED or PLEDGED ASSETS

The following assets have been mortgaged or pledged to bankgsllaerals of credit
facilities, guarantee deposits for foreign labors and L/C faslit

2008 2007
Time deposits $ 10,000 $ 12,595

21. DISCLOSURES FOR FINANCIAL INSTRUMENTS

1) Methods and assumptions used in the determination of fair valuearmdifihinstruments
a. Short-term financial assets are valuated at their boalevaince their maturities are
very close to balance sheet dates. This applied to cash sim@gaivalents, notes and
accounts receivable, receivables from affiliates, notesaandunts payables, payables
to affiliates and accrued expenses. The carrying amounts ef finagcial instruments
approximate their fair values.

b. Fair values of financial assets at fair value through tpoofioss, available-for-sale and
held-to-maturity financial assets other than derivativesstnudtured time deposits were
based on their quoted market prices. If no referable markstspa valuation method is
applied.

Fair values of derivatives were based on their quoted ehgmices. If no referable
market prices, a valuation method is applied. The valuatidmigees incorporates
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estimates and assumptions that were consistent with prevailing roankktions.

Fair values of forward contracts were valued at the swapaegehrates, calculated at
the forward rates as of the expiry dates provided by banks for each singéetcontr

c¢) Financial asset carried at cost is a private verfitun@ with no active market price. The
fair value may need cost exceed reasonable expectation, so rthealte was not
acquired.

d) Future collectible value of pledged time deposits is ctoseook value, we used
carrying amount as the fair value then.

e) Warranty deposits were estimated to have future cask titmse to carrying amounts,
so the book values are determined to be fair values.

2) Gains recognized due to the changes in fair value ofalimeg estimated using valuation
techniques were NT$878 thousand and NT$155 thousand for the ye&rsaraD®007,
respectively.

3) As of December 31, 2008 and 2007, the parent company’s finarsxiéd @xposed to fair
value risk arising from interest rate changes were NT$53/x@@sand and NT$ 146,528
thousand, respectively.

4) In 2008 and 2007, the parent company and its subsidiaries’ finandiainiegts not
valuated by fair market values and gains/losses not recogrtizedgh market value
changes generate interest incomes amounting to NT$30,538 thousand $B6,082
thousand, and bear interest expenses of NT$356 thousand and NT$373 thousand,
respectively. The parent company and its subsidiaries recdgninealized losses for
available-for-sale financial assets amounting to (NT$ 40,484)s#muland (NT$9,008)
thousand, respectively, for 2008 and 2007, under shareholder’'s equityarnitnents
removed from shareholders’ equity to profit-and-loss accoustgNir$1,798) thousand
and NT$1,101, respectively, for 2008 and 2007.

5) Information about financial risk

a. Market risk. The public-traded stocks categorized as financeibassair value through
profit or loss are exposed to market risk. The derivativential instruments
categorized as financial assets/liabilities at faiugahrough profit or loss are mainly
used to hedge the exchange rate fluctuations of foreign-currency-denominatedads
liabilities. Therefore, the market risk of derivatives whie offset by the foreign
exchange risk of these assets and liabilities.

Available-for-sale financial assets held by the Companynaamly fixed-interest-rate
debt securities. Therefore, the fluctuations in market esterates would result in
changes in fair values of these debt securities.

b. Credit risk. Credit risk represents the potential ltheg would be incurred by the
Company if the counter parties or third parties breachedamstiFinancial instruments
with positive fair values at the balance sheet date auaed for credit risk. The
counter parties or third parties to the foregoing financialrungents are reputable
financial institutions, business organizations, and government agerddanagement
believes that the Company’s exposure to default by those parties is low.

c. Liquidity risk. The Company has sufficient operating capdammeet cash needs upon
settlement of derivative financial instruments. The finanagdets held by the parent
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company and its subsidiaries, except for those whose impairossetsi being accrued,
have slim risks not able to sell in the markets, therefore theliiguisk is low.

The forward contracts engaged by the parent company and its stésidi® expected
to incur cash outflow of USD2 millions and cash inflow of NT$66,4621shad. Since
the contract strike rates were fixed, there expected to be no majoravasisks.

d. Cash flow interest rate risk. The Company mainly engagésvestments in fixed-
interest-rate debt securities. Therefore, cash flows are xypeceed to fluctuate
significantly due to changes in market interest rates.

22. ADDITIONAL DISCLOSURES

1) The company engages in PC, components and peripheral manufactugamngblgsand
sales, belong to one single industry.

2) There is no branch office set up in overseas areas.

3) Export net sales separated by geography:

Region 2008 2007
Asia, Australia and Africa $2,129,007 $1,174,900
Europe 747,413 440,767
America 784,127 780,574
4) Major Customers
2008 2007
Customer Sales % Sales %
A company $ 711,253 19 $615,878 22
B company 649,342 17 251,245 9
DFI-TECH 362,667 10 278,270 10
ITOX - - 499,949 18
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