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UNITED STATES
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Washington, D.C. 20549

FORM 20-F

REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR 12(g) OF THE SECURITIES
EXCHANGE ACT OF 1934

OR
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For the transition period from to
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SHELL COMPANY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Date of event requiring this shell company report

Commission file number 0-31106
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(Exact Name of Registrant as Specified in Its Chaetr)

Bermuda
(Jurisdiction of Incorporation or Organization)

No. 1, R&D Road 1, Hsinchu Science Park
Hsinchu, Taiwan
Republic of China

(Address of Principal Executive Offices)

Shou-Kang Chen
Chief Financial Officer
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No. 1, R&D Road 1, Hsinchu Science Park
Hsinchu, Taiwan
Republic of China
Telephone: (886) 3 563 3988
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Securities registered or to be registered pursuartb Section 12(b) of the Act:

Name of Each Exchange
Title of Each Class on Which Registered




Common Shares, par value US$0.04 ¢ The NASDAQ Capital Marke

Securities registered or to be registered pursuartb Section 12(g) of the Act:
None
(Title of Class)
Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:
None
(Title of Class)

Indicate the number of outstanding shares of etiedssuer’s classes of capital or common stec&fahe close of the period covered
by the annual report.

As of December 31, 2010, 110,553,157 Common Shpaesjalue US$0.01 each, were outstanding (27,888Zdmmon Shares, par
value US$0.04 each, giving effect to the 1:4 rezateck split that became effective on Januar2@11).

Indicate by check mark if the registrant is a walbwn seasoned issuer, as defined in Rule 405c06#turities Act.  Yed No
X

If this report is an annual or transition repamntjicate by check mark if the registrant is not regflito file reports pursuant to Section 13
or (15)(d) of the Securities Exchange Act of 193¥es O No

Indicate by check mark whether the registranth@g filed all reports required to be filed by Sewtl3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 modh$or such shorter period that the registrans weuired to file such reports), and
(2) has been subject to such filing requirementstfe past 90 days. Ye&l No [

Indicate by check mark whether the registrant lidisnitted electronically and posted on its corpokieb site, if any, every Interactive
Data File required to be submitted and posted fumsto Rule 405 of Regulation S-T (8232.405 of dtiapter) during the preceding 12 months
(or for such shorter period that the registrant veagiired to submit and post such files). YEk No O

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filerd Accelerated FilerXI Non-Accelerated Filer]
Indicate by check mark which basis of accountirgrigistrant has used to prepare the financiarsetts included in this filing.
US GAAP O
International Financial Reporting Standards aseddwy the International Accounting Standards Bo&dd  Other

If “Other” has been checked in response to theiptesvgquestion, indicate by check mark which finahstatement item the registrant has
elected to follow. Item 17.01 Item 18.

If this is an annual report, indicate by check matether the registrant is a shell company (aséddfin Rule 12b-2 of the Exchange
Act). Yes O No
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CAUTIONARY STATEMENT FOR PURPOSES OF THE “SAFE HARB OR” PROVISIONS OF
THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 199 5

Except for historical matters, the matters discddsehis Annual Report on Form 20-F are forwarddimg statements that are subject to
significant risks and uncertainties. These statesnare generally indicated by the use of forwamking terminology such as the words
“anticipate”, “believe”, “estimate”, “expect”, “imnd”, “may”, “plan”, “project”, “will” or other sinilar words that express an indication of
actions or results of actions that may or are etgubto occur in the future. These statements appeanumber of places throughout this
Annual Report on Form 20-F and include statemesganding our intentions, beliefs or current exptsana concerning, among other things,
our results of operations, financial conditionpiijty, prospects, growth, strategies and the itriessin which we operate.

By their nature, forward-looking statements invotigks and uncertainties because they relate totexand depend on circumstances that
may or may not occur in the future. Forward-lookstgtements are not guarantees of future perforenand our actual results of operations,
financial condition and liquidity, and the develogmb of the industries in which we operate may diffaterially from those made in or
suggested by the forward-looking statements coethin this Annual Report on Form 20-F. Importartdas that could cause those differences
include, but are not limited to:

. our ability to successfully overcome the currerdremmic conditions and the financial market cri

. the volatility of the semiconductor industry aneé tharket for ern-user applications for semiconductor produ
. overcapacity in the semiconductor testing and absemarkets;

. the increased competition from other companiescamdbility to retain and increase our market sh
. our ability to successfully develop new technolsga@d remain a technological leac

. our ability to maintain control over capacity expemm and facility modifications

. our ability to generate growth or profitable gron

. our ability to hire and retain qualified personr

. our ability to acquire required equipment and sigspio meet customer demal

. our ability to raise debt or equity financing aguied to meet certain existing obligatio

. the pending criminal indictment of our chairman &héef executive officer

. our reliance on the business and financial condibibcertain major customet

. the success of any of our future acquisitions, stwents or joint venture

. the outcome of any pending litigatic

. the outbreak of contagious disease and occurrdrearthquakes, typhoons and other natural disastensell as industrial
accidents

. the political stability of the regions to which wenduct operations; ar
. general local and global economic and financialdiooms.

Forward-looking statements include, but are noitécthto, statements regarding our strategy anddytlans, future business condition
and financial results, our capital expenditure plJanur capacity expansion plans, our expansiorsptaMainland China, technological
upgrades, investment in research and developmentefmarket demand, future regulatory or otheetments in our industry. Please see
“Item 3. Key Information—Risk Factors” for a furthdiscussion of certain factors that may causeahcesults to differ materially from those
indicated by our forward-looking statements.
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PART I

ltem 1. Identity of Directors, Senior Management and Advises
Not applicable.

Item 2. Offer Statistics and Expected Timetable
Not applicable.

Item 3. Key Information
Selected Financial Data

The following tables set forth our selected corgaikd financial data. The selected consolidateginsal sheet data as of December 31,
2009 and 2010 and our consolidated statement ahtipes and cash flows data for 2008, 2009 and 20&@lerived from our audited
consolidated financial statements included heiaid, should be read in conjunction with, and ardifigiin their entirety by reference to,
these audited consolidated financial statementseated notes beginning on page F-1 of this AnRegort on Form 20-F. These audited
consolidated financial statements have been aublitddoore Stephens. The selected consolidated balsineet data as of December 31, 2006,
2007 and 2008 and the consolidated statement o&tipes and cash flows data for the years ende@mber 31, 2006 and 2007 are derived
from our audited consolidated financial statemawotsincluded herein. Our consolidated financiatesteents have been prepared and presentec
in accordance with ROC GAAP, which differs in somaterial respects from US GAAP. Please see Note 2br audited consolidated
financial statements for a description of the pgpatdifferences between ROC GAAP and US GAAP far periods covered by these financial
statements.
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Consolidated Statement of Operations Data:
ROC GAAP:
Net revenue
Related partie(®)
Others
Total net revenu
Cost of revenu
Gross profit (loss
Operating expense
Research and developme
General and administrati
Sales and marketir
Total operating expens:
Income (loss) from operatiol
Other income (expenses), |
Income (loss) before income tax, noncontrollingiests and interest in bonuses paid by subsidi(2)
Income tax benefit (expens
Income (loss) before noncontrolling interests amdriest in bonuses paid by subsidia(@)
Net (income) loss attributable to noncontrollingeir@sts
Interest in bonuses paid by subsidia(2)
Cumulative effect of changes in accounting prires
Net income (loss) attributable to ChipM(
Earnings (loss) per sha®):
Basic
Diluted
Weightet-average number of shares outstan(®) :
Basic
Diluted
US GAAP: )
Net income (loss) attributable to ChipM(
Earnings (loss) per sha® :
Basic
Diluted
Weightet-average number of shares outstan(4) :
Basic
Diluted

(1) Related parties include Mosel Vitelic Inc.,Mosel, Siliconware Precision Industries Co. Ltd.Sdiconware Precision, ProMOS Technologies InocProMOS and DenMOS

Year ended December 31

2006 2007 2008 2009 2010 2010
NT$ NT$ NT$ NT$ NT$ Uss$
(in millions, except per share data)
$ 5654« $6915¢ $3,122¢ $ 668.¢ $2033.: $69.£
14,720. 16,681. 13,887.. 11,481. 15,176. 520.¢
20,375.: 23,597.4 17,010.: 12,150.: 17,209. 590.¢
14,253. 17,444.. 16,969.¢ 15,661.! 16,564.( 568.4
6,121.¢ 6,153.! 40.3 (3,511.9) 645.7 22.2
274.¢ 322.¢ 435.¢ 375.: 4123 14z
813.( 1,070t 885.¢ 657.¢ 677.¢ 28.E
107.¢ 98.2 2,362. 561.2 64.4 2.2
1,195.; 1,491.. 3,683.¢ 1,594.; 1,154.% 39.7
4,926.¢ 4,662. (3,643.6) (5,105.5 (509.0 (17.5)
(223.9) (669.7) (3,286.%) 116.5 2,320.¢ 79.€
4,703. 3,993.: (6,930.4) (4,988.9) 1,811.¢ 62.1
(636.5) (768.7) (120.§) 420.7 99.2 3.4
4,066.¢ 3,225.( (7,051.7) (4,568.7) 1,910.¢ 65.5
(1,799.9 (720.0 143.% 149. (266.2) 9.
(149.5) (285.¢) (362.9) — — —
&2 — — — — —
$ 2,121  $2219. $(7,270.) $(4,418.) $1644. $564
$ 123.3¢ $ 110.5¢ $(346.67) $(223.3) $ 6861 $ 2.3t
$ 100.0C $ 96.9¢ $(346.6) $(2301H $ 67.3¢ $ 231
17.2 20.1 21.C 19.€ 24.C 24.C
22.1 27.1 21.C 222 26.€ 26.€
$ 1,253 $2901.° $(7,177.)) $(4550.) $1,616.¢ $55.E
$ 728t $ 1445. $ (34229 $(230.00 $ 674t $231
$ 70.06 $ 8426 $(342.2) $(236.60 $ 66.35 $2.2¢
17.2 20.1 21.C 19.€ 24.C 24.C
17.¢ 27.1 21.C 20.€ 26.€ 26.€

Technology Inc., or DenMOS. See Note 19 of the swttethe consolidated financial statements conghimeéhis Annual Report on Form -F.

(2) Refers to bonuses to directors, supervisors andogregs paid by subsidiarie

(3) Reflects the US GAAP adjustments as described e 86 of the notes to the consolidated financeteshents contained in this Annual Report on For-F.
(4) The outstanding shares and per share informatftectéhe reverse stock split of the Comp’s common stocks with a ratio c-for-every-4 shares effective on January 21, 2(

3



Table of Contents

Consolidated Balance Sheet Date
ROC GAAP:
Current assett
Cash and cash equivalel
Restricted cash and cash equivale
Financial assets at fair value through profit aoss
Held-to-maturity financial asse!
Investment with no active mark
Notes receivabl
—related partie
—third parties
Accounts receivabl
—related partie
—third parties
Other receivable
—related partie
—third parties
Inventories
Deferred income tax, n
Prepaid expenses and other current a:
Total current asse
Long-term investment
Property, plant and equipment, |
Intangible assets, n
Other asset
Total asset

As of December 31

2006 2007 2008 2009 2010 2010
NT$ NT$ NT$ NT$ NT$ Uss$
(in millions)
$5895.¢ $5133¢ $6,651.¢ $3884¢ $ 7,143 $ 2451

65.1 87.C 59.t 243.¢ 546.¢ 18.€
1,929.: 555.¢ 102.1 119.C 3.C 0.1
— — 250.( — — —

— — 100.( 100.C — —

— — 195.( — — —
31.1 28.C 14.2 27.€ 14.C 0.5
1,839.: 1,498.¢ 04 0.2 258.( 8.9
3,190.t 3,795.¢ 1,296.! 2,441.¢ 2,816.( 96.¢€
14.C 11.€ 30.C — 66.4 2.3
31.€ 31.2 172.2 130.1 182.( 6.2
945.¢ 1,043.¢ 1,001.t 862.1 1,279.¢ 43.€
134.2 85.1 355.¢ 356.4 278.7 9.6
155.¢ 334t 265.2 265.1 202.% 6.9
14,232. 12,605.. 10,494.. 8,431. 12,790.. 438.¢
366.7 358.( 437.¢ 220.C 10.t 0.4
30,494. 30,020.: 23,654.¢ 20,769.( 17,273.1 592.7
172.¢ 180.4 107.¢ 102.¢ 94.2 3.2
745.¢ 2,152.! 746.¢ 833.2 1,147.( 39.4
46,011.¢ 45,316.. 35,441.¢ 30,356.: 31,315.( 1,074.¢

4
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Current liabilities:
Shor-term bank loan
Current portion of lon-term loans
Convertible note
Derivative liabilities
Accounts payabl
Payables to contractors and equipment supg
Other payable
Current portion of capital leases paya
Accrued expenses and other current liabili
Total current liabilities
Long-term liabilities
Other liabilities
Total liabilities
Total equity (including noncontrolling interes

As of December 31

2006 2007 2008 2009 2010 2010
NT$ NT$ NT$ NT$ NT$ US$
(in millions)

1,055.: 1,249.; 2,745. 2,363.: 1,494, 51.Z
2,335.¢ 3,686.: 4,603." 1,553.¢ 4,925, 169.(
— 3,014.¢ 1,541.¢ — 65.¢ 2.3

— 96.C — — — —
803.( 976.1 477.€ 738.( 690.1 23.7
993.2 454.] 251.¢ 201.2 790.€ 27.1
549.¢ 604.1 628.( 696.1 896.% 30.€
— — — 821.2 822.( 28.2
713.€ 886.7 469.4 525.7 990.¢ 34.C
6,747." 11,374.. 10,721.¢ 6,921.t 10,697.! 367.1
15,900.! 11,323 9,832.¢ 13,377.¢ 6,477.( 222.%
479.( 370.1 344.¢ 104.¢ 97.1 &
23,127.( 23,068.( 20,898.¢ 20,404.( 17,2711 592.7
$22,884.¢ $22,248.. $14,542.¢( $ 9,952.. $14,043.. $481.¢

5



Table of Contents

US GAAP ®@:
Current assett
Cash and cash equivalel
Restricted cash and cash equival
Financial assets at fair value through profit aoss
Held-to-maturity financial asse!
Available-for-sale financial asse
Notes receivabl
—related partie
—third parties
Accounts receivabl
—related partie
—third parties
Other receivable
—related partie
—third parties
Inventories
Deferred income tax, n
Prepaid expenses and other current a
Total current asse
Long-term investment
Property, plant and equipment, |
Intangible asse—net
Other asset
Total asset

As of December 31

2006 2007 2008 2009 2010 2010
NT$ NT$ NT$ NT$ NT$ Uss$
(in millions)
$5895¢ $5133¢ $6,651.¢ $ 3,884.¢f $ 7,143 $ 245.1

65.1 87.C 59.t 243.¢ 546.¢ 18.¢
1,929.; 555.¢ 102.1 119.C 3.C 0.1
— — 250.( — — —

— — 100.( 100.C — —

— — 195.C — — —
31.1 28.C 14.2 27.¢ 14.C 0.5
1,839.: 1,498.¢ 04 0.2 258.( 8.9
3,190.t 3,795.¢ 1,296.! 2,441.¢ 2,816.( 96.¢€
14.C 11.€ 30.C — 66.4 2.3
31.¢ 31.z 172.2 130.1 182.( 6.2
946.1 1,044.: 966.1 863.1 1,280.¢ 44.C
134.2 82.€ 349t 350.2 272.5 9.3
155.¢ 334t 265.2 265.1 202.: 6.9
14,232.¢ 12,603. 10,452.¢ 8,426.( 12,785.. 438.7
366.7 358.( 437.¢ 220.C 10.5 04
30,377 29,861.¢ 23,427.. 20,474.. 16,924.. 580.¢
172.¢ 180.4 107.¢ 102.¢ 94.2 3.2
826.4 2,262.¢ 731.€ 893.2 1,221.: 41.€
45,976.. 45,266.( 35,157.( 30,116. 31,035.: 1,065.(

6
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Current liabilities:
Shor-term bank loan
Current portion of lon-term loans
Convertible note
Derivative liabilities
Accounts payabl
Payables to contractors and equipment supg
Other payable
Current portion of capital leases paya
Accrued expenses and other current liabili
Total current liabilities
Long-term liabilities
Other liabilities
Total liabilities
Total equity (including noncontrolling interes

As of December 31

(1) Reflects the US GAAP adjustments as described e 86 of the notes to the consolidated financeteshents contained in this Annual Report on For-F.

Consolidated Statement of Cash Flows Datz
ROC GAAP:

Capital expenditure

Depreciation and amortizatic

Net cash provided by (used il
Operating activitie:
Investing activities
Financing activitie:

Effect of exchange rate changes on ¢

Net increase (decrease) in ci

2006 2007 2008 2009 2010 2010
NT$ NT$ NT$ NT$ NTS$ US$
(in millions)

1,055.: 1,249.; 2,745. 2,363.: 1,494, 51.Z
2,335.¢ 3,686.: 4,603." 1,553.¢ 4,925, 169.(
— 3,056.¢ 1,453.( — 65.¢ 2.3

— 85.4 — — — —
803.( 976.1 477.€ 738.( 690.1 23.7
993.2 454.] 251.¢ 201.2 790.€ 27.1
549.¢ 604.1 628.( 696.1 896.% 30.€
— — — 821.2 822.( 28.2
1,173.: 1,321.( 469.4 525.7 990.¢ 34.C
7,207.( 11,839.. 10,632.! 6,921.t 10,697.! 367.1
16,836.. 11,179. 9,832.¢ 13,377.¢ 6,477.( 222.%
502.2 596.t 537.: 383.7 488.( 16.7
24,545.. 23,615.: 21,002.¢ 20,682.¢ 17,662.! 606.1
$21,430." $21,650.¢ $14,154.: $ 9,433.¢ $13,372.1 $458.¢

Year ended December 31,
2006 2007 2008 2009 2010 2010
NT$ NT$ NT$ NT$ NT$ us$
(in millions)

$15,717.4 $ 6,093.& $2,188.« $3,479.° $4,237.0 $145¢
5,558.¢ 6,834.¢ 7,174.° 6,524.¢ 6,281.¢ 215.€
7,316.¢ 10,882. 5,164.: 781.( 8,688.¢ 298.2
(14,988.)  (12,212.) (2,296.9 (1,042.5) (3,587.) (123.)
8,947.¢ 528.1  (1,395.) (2,503.) (1,826.) (62.7)
12.€ 38.¢ 46.% (1.6) (16.€) (0.6)
$ 1,288.¢ (762.9) $1,518.0 $(2,767.) $3,258.. $111.¢

7
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Exchange Rates

References to “US$” and “US dollars” are to Unitdtes dollars and references to “NT$” and “NT alsll are to New Taiwan dollars.
This Annual Report on Form 2B-contains translations of certain NT dollar amsunto US dollars at specified rates solely ford¢bavenienc
of the reader. Unless otherwise noted, all traimsiatfrom NT dollars to US dollars and from US dadlto NT dollars were made at the noon
buying rate in The City of New York for cable tréers in NT dollars per US dollar as certified farstoms purposes by the Federal Reserve
Bank of New York as of December 30, 2010, which Wa$29.14 to US$1.00. We make no representationthieaNT dollar or US dollar
amounts referred to in this Annual Report on Fof¥F2ould have been or could be converted into bigug or NT dollars, as the case may
be, at any particular rate or at all. On May 27, 2ahe noon buying rate was NT$28.87 to US$1.00.

The following table sets out, for the years andrtteanths indicated, information concerning the nundfeNT dollars for which one US
dollar could be exchanged based on the noon bugtegfor cable transfers in NT dollars as certifi@dcustoms purposes by the Federal
Reserve Bank of New York.

NT dollars per US dollar noon buying rate

Average High Low Period-end
2006 32.51 33.31 31.2¢ 32.5¢
2007 32.8t 33.41 32.2¢ 32.4:
2008 31.52 33.5¢ 29.9¢ 32.7¢
2009 33.0z 35.21 31.9¢ 31.9¢
2010 31.5C 32.4: 29.1¢ 29.1¢
October 30.81 31.3(C 30.4: 30.6(
Novembet 30.32 30.52 30.12 30.47
Decembe 29.9( 30.37 29.1¢ 29.1¢
2011
January 29.11 29.3¢ 28.9¢ 29.0:
February 29.2¢ 29.7¢ 28.7¢ 29.7¢
March 29.4¢ 29.6: 29.3¢ 29.4(
April 28.9¢ 29.31 28.61 28.61
May (through 27, 2011 28.7:  28.9¢  28.5( 28.87

Sources: Federal Reserve Bank of New York.

Risk Factors
Risks Relating to Economic Conditions and the Finatial Markets
The global credit and financial markets crisis calimaterially and adversely affect our business aregults of operations.

In 2009, 2010 and continuing into 2011, global @radd financial markets have experienced sevemigiions. These include diminisk
liquidity and limited availability of credit, reded consumer confidence, reduced economic gromthe@sed unemployment rates and
uncertainty about economic stability. Limited asdility of credit in financial markets may lead somers and businesses to postpone
spending. This in turn may cause our customersmoal, decrease or delay their existing and futoders with us. Financial difficulties
experienced by our customers or suppliers as & @shese conditions could lead to productioragisland delays or defaults in payment of
accounts receivable. Continuing credit marketsughigon restricts our access to capital and limitsability to fund operations or to refinance
maturing obligations as they become due througlitiaddl borrowing or other sources of financing. \&fe not able to predict the duration or
extent of the current global credit and financiarkets crisis. These conditions increase the ditffoof accurately forecasting and planning
business activities. If these conditions and umadeties continue or if credit and financial markatgl confidence in economic conditions fur
deteriorate, our business and results of operationkl be materially and adversely affected.

8
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Risks Relating to Our Industry

Because we depend on the highly cyclical semicontdumdustry, which is characterized by significaand sometimes prolonged downtur
from time to time, our net revenue and earnings mifyctuate significantly, which in turn could causéhe market price of our commo
shares to decline

Because our business is, and will continue to bpeddent on the requirements of semiconductor coiepéor independent testing and
assembly services, any downturn in the highly catlsemiconductor industry may reduce demand fosetvices and adversely affect our
results of operations. All of our customers opeiatihis industry and variations in order levelsrfr our customers and in service fee rates may
result in volatility in our net revenue and earrsingor instance, during periods of decreased derftarassembled semiconductors, some ol
customers may even simplify, delay or forego fiesking of certain types of semiconductors, suctlyaamic random access memory or
DRAM, further intensifying our difficulties. Froninie to time, the semiconductor industry has expegd significant, and sometimes
prolonged, downturns which have adversely affeotedresults of operations. In 2009, the semicorafuadustry, especially the assembly and
testing services for DRAM products sector, contthteeexperience the significant downturn that beigafiourth quarter of 2008, and which t
adversely affected our business. As a result ofrttlestry downturn, our net revenue for 2009 desed&29% from 2008 levels. We incurred a
net loss of NT$4,419 million in 2009, a decreasanfia net loss of NT$7,270 million in 2008. Thisustty downturn started to recover from
the second quarter of 2009, and our net revenu20fbd increased 42% from 2009 levels and geneeatert income of NT$1,645 million
(US$56 million) in 2010. We cannot give any assuearthat there will not be any downturn in the fatar that any future downturn will not
affect our results of operations.

Any deterioration in the market for er-user applications for semiconductor products wouklluce demand for our services and may result
in a decrease in our earnings.

Market conditions in the semiconductor industrgkrao a large degree, those for their end-uselicgijpns. Any deterioration in the
market conditions for the end-user applicationsashiconductors we test and assemble could redunerdkfor our services and, in turn,
materially adversely affect our financial conditiand results of operations. Our net revenue ielgrattributable to fees derived from testing
and assembling semiconductors for use in persa@mapaters, communications equipment, consumer elgictproducts and display
applications. A significant decrease in demandfoducts in these markets could put pricing pressarour testing and assembly services and
negatively affect our net revenue and earnings.Wéek demand for LCD and other fla@nel display products that began in 2007 and inas
adversely affected our operating results in 200892and 2010. Any significant decrease in demaneriduser applications of semiconduct
will negatively affect our net revenue and earnings

A decline in average selling prices for our serviceould result in a decrease in our earning

Historically, prices for our testing and assemlgywices in relation to any given semiconductor tendecline over the course of its
product and technology life cycle. See also “— Ardase in market demand for LCD and other flat-pdisplay driver semiconductors may
adversely affect our capacity utilization rates #meteby negatively affect our profitability”. Ifewcannot reduce the cost of our testing and
assembly services, or introduce higher-marginngstnd assembly services for new package typesfget the decrease in average selling
prices for our services, our earnings could deereas
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A reversal or slowdown in the outsourcing trend feemiconductor testing and assembly services coettlice our profitability.

In recent years, integrated device manufacturedds, have increasingly outsourced stages oftmiconductor production process,
including testing and assembly, to independent @omigs like us to shorten production cycles. In toldj the availability of advanced
independent semiconductor manufacturing serviceslsm enabled the growth of so-called “fablesgiisenductor companies that focus
exclusively on design and marketing and outsoure# tnanufacturing, testing and assembly requirgsnenindependent companies. A
substantial portion of our net revenue is indinegénerated from providing semiconductor assemiditasting services to these IDMs and
fabless companies. We cannot assure you that toaspanies willcontinue to outsource their testing and assemlgjyirements to independe
companies like us. A reversal of, or a slowdowrtliig outsourcing trend could result in reduced dednfor our services, which in turn could
reduce our profitability.

Risks Relating to Our Business

If we are unable to compete effectively in the higltompetitive semiconductor testing and assembérkets, we may lose customers and
income may decline.

The semiconductor testing and assembly marketgeayecompetitive. We face competition from a numbkelDMs with in-house testing
and assembly capabilities and other independenitseductor testing and assembly companies. Our etitops may have access to more
advanced technologies and greater financial aner o&isources than we do. Many of our competitove lsaown a willingness to reduce prices
quickly and sharply in the past to maintain capagitlization in their facilities during periods oéduced demand. In addition, an increasing
number of our competitors conduct their operatiorlswer cost centers in Asia such as Mainland @hirhailand, Vietham and the
Philippines. Any renewed or continued erosion m phices or demand for our testing and assembljcgsras a result of increased competition
could adversely affect our profits.

We are highly dependent on the market for memorpgucts. A downturn in market prices for these prads could significantly reduce our
net revenue and net income.

A significant portion of our net revenue is derivfeaim testing and assembling memory semiconduc@us.net revenue derived from the
testing and assembly of memory semiconductors ateddor 75%, 66% and 62% of our net revenue ir82Q009 and 2010, respectively. In
the past, our service fees for testing and assambliemory semiconductors were sharply reducedchietan with the decrease in the average
selling price of DRAM in the semiconductor industfihe continuing oversupply of DRAM products in 808nd the weak demand in the
DRAM market in 2009 and 2010 resulted in significeeductions in the price of DRAM products, whichturn drove down the average prices
for our testing and assembly services for DRAM piaid in these periods. We cannot assure you the thill not be further downturns in
DRAM prices in the future.

A decrease in market demand for LCD and other -panel display driver semiconductors may adversafgct our capacity utilization rates
and thereby negatively affect our profitability.

Our testing and assembly services for LCD and dthepanel display driver semiconductors generateidrevenue of NT$2,805 million,
NT$2,626 million and NT$4,781 million (US$164 mih) in 2008, 2009 and 2010, respectively. We ireeMNT$157 million, NT$37 millior
and NT$1,659 million (US$57 million) in 2008, 2088d 2010, respectively, on equipment for tape eapackage, or TCP, chip-on-film, or
COF and chip-on-glass, or COG, technologies, whiehused in testing and assembly services for L@Dagher flat-panel display driver
semiconductors. Most of this equipment may notselifor technologies other than TCP, COF or CO®aigh the market demand for LCD
and other flat-panel display driver semiconducésting and assembly services increased in 2010 a@dpo the market demand in 2009, any
future decrease in demand for our LCD and othépidael display driver semiconductor testing arsbasbly services would significantly
impair our capacity utilization rates and may resubur inability to generate sufficient revenaecbver the significant depreciation expenses
for the equipment used in testing and assemblinD BGd other flat-panel display driver semicondusttiereby negatively affecting our
profitability. See also “— Because of our high fikeosts, if we are unable to achieve relativehhhigpacity utilization rates, our earnings and
profitability may be adversely affected”.
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Our significant amount of indebtedness and interestpense will limit our cash flow and could advelgaffect our operations.

We have a significant level of debt and interegtesse. As of December 31, 2010, we had approxignB€$6,477 million (US$222
million) and NT$7,308 million (US$251 million) imhg- and short-term indebtedness outstanding, césply. Both the long- and short-term
indebtedness amounts include capital lease oldigatiOur long-term indebtedness as of Decembe2@®), included NT$5,640 million
(US$194 million) of bank loans, with an interegieraetween 1.214% and 4.69%; capital lease ohbigatdf NT$632 million (US$22 million),
with an interest rate between 4.0888% to 4.0973%,dS%$26 million of convertible notes with an irgst rate of 3.75%, 8% or 10%, including
US$19 million held by ThaiLin, ChipMOS Taiwan’'s 8% owned subsidiary. As of the date of this AnriR@port on Form 20-F, all of these
convertible notes have been converted to our conmshares or redeemed and are no longer outstanding.

Our significant indebtedness poses risks to ouinless, including the risks that:

. we may have to use a substantial portion of ousatithated cash flow from operations to pay printgra interest on our debt,
thereby reducing the funds available for workingita, capital expenditures, acquisitions and otfemreral corporate purpos:

. insufficient cash flow from operations may forcetasell assets, or seek additional capital, wiehmay be unable to do at all or
on terms favorable to u

. our level of indebtedness may make us more vultetabeconomic or industry downturns; &

. our debt service obligations increase our vulnditegs to competitive pressures, because many nEompetitors may be less
leveraged than we ar

ChipMOS Bermuda and ChipMOS Taiwan were not abla¢et their financial covenants under a US$75 omilfracility Agreement
dated July 18, 2008 (the “USD Facility Agreemerailong ChipMOS Bermuda and the banks named themeéhthe related Guarantee
Agreement dated July 18, 2008 (the “Guarantee Agest’) among ChipMOS Taiwan, ChipMOS Bermuda aredithnks named therein.
ChipMOS Bermuda made a waiver request to the lgniamks in April 2009 with respect to the effectlod foregoing arrangements on the
USD Facility Agreement and the Guarantee Agreenmeriiebruary 2010, ChipMOS Bermuda received theontgjlenders’ approval for the
requested waiver, subject to certain conditionsamaiver fee of 0.1% on the loan outstanding arhasrof July 2, 2009. ChipMOS Bermuda
also negotiated with its bondholders to extendéist repayments and other types of settlementhasabtained such extension or settlement
(the “Settlement Agreement”). In addition, ChipM@8&iwan filed a bail-out application with the comget government authorities, and
negotiated with its bank creditors for an extengibits debt repayment and other types of settldraed with its equipment lessor and the
lessor’s creditor to restructure its leasing areangnt. ChipMOS Taiwan has obtained such extengisetdement whereby ChipMOS Taiwan
has provided additional collaterals. In additionDecember 2010, ChipMOS Taiwan has reached agreaemith and received approval from
its bank creditors for an extension of its repaytsehedule on its short-term loans.

On February 26, 2010, ChipMOS Bermuda and Silicaevaecision Industries Co., Ltd. (“Siliconware ¢&s@n”) entered into a Share
Purchase Agreement, whereby ChipMOS Bermuda agoesell 15.8% of ChipMOS Taiwas'outstanding shares to Siliconware Precision.
Share Purchase Agreement was completed in JanQafy €hipMOS Bermuda sought the lending banks’ aggdrto (1) reduce its share
holding percentage in ChipMOS Taiwan, (2) repaydébts prior to maturity by March 2011 and (3) vesikie break cost condition. In May
2010, ChipMOS Bermuda received approval from tinelileg banks for the aforementioned waiver requadeuthe USD Facility Agreement.
The USD Facility Agreement was subsequently fudgaid in January 2011.

For additional information on our indebtedness,“teen 5. Operating and Financial Review and Protpe-Liquidity and Capital
Resources”.

Our results of operations may fluctuate significdgtand may cause the market price of our common dgato be volatile.

Our results of operations have varied significafrilyn period to period and may continue to varyhie future. Among the more import
factors affecting our quarterly and annual resoiitsperations are the following:

. our ability to accurately predict customer demarsiyve must commit significant capital expendituneanticipation of future
orders;
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. our ability to quickly adjust to unanticipated daek or shortfalls in demand and market priceofortesting and assembly servic
due to our high percentage of fixed co

. changes in prices for our testing and assemblyics)

. volume of orders relative to our testing and asdgmépacity;

. capital expenditures and production uncertaintdsting to the ro-out of new testing or assembly servic
. our ability to obtain adequate testing and assemglypment on a timely bas

. changes in costs and availability of raw materiatgjipment and labo

. changes in our product mix; a

. earthquakes, drought and other natural disastemsehl as industrial acciden

Because of the factors listed above, our futurelteef operations or growth rates may be belowetkigectations of research analysts and
investors. If so, the market price of our commoarsh, and the market value of your investment, falhy

The ongoing criminal proceeding of and adverse pigitly associated with Mr. Shih-Jye Cheng, our Chaian and Chief Executive Officer,
and Mr. Hung-Chiu Hu, our former director, could hae a material adverse effect on our business andseaour stock price to decline.

Mr. Shih-Jye Cheng, our chairman and chief exeeutificer, was indicted by the Taipei District Peoators Office, or the prosecutor,
December 2005. Based upon information releasetidyprosecutor, the indictment alleges that Mr. Slyia Cheng, as instructed by Mr. Hung-
Chiu Hu, purchased repurchase notes on Januagnéatdy 13, and January 28, 2004 from Founder AstecLimited, a British Virgin Islands
company affiliated with Mega Securities Co., Lidr(nerly known as Barits International Securities @.td.), with an aggregate principal
amount of approximately US$29 million, by usingparate funds from ChipMOS Taiwan and ThaiLin. Theictment further alleges that
these repurchase notes were used as a cover teentisicorporate funds of Mosel, and its affiliagatities, including ChipMOS Taiwan and
ThaiLin, in violation of ROC law. In addition, thedictment alleges that Mr. Hu and others were gedan the insider trading of the securities
of Mosel in violation of ROC law, but none of therent officers at ChipMOS Taiwan or ThaiLin waslicted in this regard.

On January 5, 2006, our board established a spamahittee to evaluate the circumstances surrogrtti@ indictment of Mr. Cheng.
The special committee engaged K&L Gates LLP (folynKirkpatrick & Lockhart Preston Gates Ellis LLB} its independent international
legal counsel, Baker & McKenzie as its independ®@C legal counsel, and Ernst & Young (formerly Diw&rnst & Young) as its financial
advisor to assist in its investigation. As of MaBh 2011, the special committee was soley comgpiagér. Yeong-Her Wang, our
independent director.

The special committee’s investigation focused grtt{é probability that Mr. Shih-Jye Cheng woulddoavicted on the charges described
in the indictment, (2) whether the indictment résdlin any pecuniary or other damage to us, (3)therehere were any internal control
weaknesses related to the investments in repurctzass within ChipMOS Bermuda and its subsidiasied (4) whether ChipMOS Bermuda is
required by applicable laws or the NASDAQ GlobaleseMarket listing requirements to take any aciioeonnection with the indictment. T
special committee did not attempt to independesetermine whether Mr. Cheng had engaged in anygdaing in connection with the
investments in repurchase notes, irrespective efthdr such wrongdoing would lead to a convictiorttencharges under the indictment.

On June 28, 2006, the special committee issuedptart, including its findings and recommendatidased upon the results of its
investigation, it found that (1) Mr. Shih-Jye Chdras declared himself not guilty of the chargexdieed in the indictment, (2) Baker &
McKenzie, after reviewing the indictment and thegarcutor’s exhibits, has found that the evidenoeyeed by the prosecutor seems to be
inadequate and that there is a low probabilityhefcharge of irregular transactions in the indicthieeing founded, (3) the financial advisor to
the special committee has found that we sufferelbsm (not taking into account exchange rate fagtand that all monies (capital and interest)
were remitted back to our subsidiaries involvedl Wé have suffered no identifiable harm to our taepan or business and (5) Mr. Cheng has
not been impaired by the indictment to perform asahairman and chief executive officer. The spemanmittee recommended that our board
maintain Mr. Cheng as our chairman and chief exeeufficer with full responsibilities and our babunanimously (with Mr. Cheng having
recused himself) resolved to accept and adopteeial committee’s recommendation with regard to ®heng. Our board of directors also
resolved to continue the role of the special congrifor the duration of the ongoing criminal pratieg involving Mr. Cheng to actively
monitor any developments of the criminal invesiigaiand take or recommend any appropriate actidiglin of such developments.
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On October 1, 2007, the Taipei District Court foiMd Shih-Jye Cheng not guilty, and on OctoberZ®)7, the prosecutor appealed the
Taipei District Court decision at the Taiwan Highu€t. The Taiwan High Court held four trial heasrig 2008, six trial hearings in 2009 and
six trial hearings in 2010. Due to the rotatiorthed judges in the meantime, a new bench was foah#te beginning of 2010 to try this case. In
November 2010, a trial schedule has been estatlisiécating that further hearings are expecteldedeld in the first half of 201

Theoretically, as a result of prosecutor’s appilal,Cheng may still be convicted of one or morergea in the indictment. In addition,
new evidence that leads to additional criminal gearand/or an adverse judgment against Mr. Cherydomaroduced during the ongoing
criminal investigation, and the special committessyrmake recommendations to our board in respddro€heng’s positions with us or our
subsidiaries. However, up to the present, no nedeece or charge has been presented or collectdtelyyrosecutor or the Court. Therefore,
we are reasonably confident that the non-guiltyjudnt for Mr. Cheng will be maintained by the Tamtdigh Court. If Mr. Cheng is
convicted, or in light of any new developments, $hecial committee may recommend or our boardretthrs may otherwise decide that it is
in the Company’s best interests that Mr. Chengomgér serves in all or some of his current capeittith us or our subsidiaries, or if
Mr. Cheng resigns as a result of a final adverdgrwent rendered against him by the court, or otiservthe public perception of us may be
seriously harmed and we would lose some or alhefservices of Mr. Cheng. In addition, if Mr. Chaagonvicted and sentenced to
imprisonment, the ROC Financial Supervisory Comiissnay subject ChipMOS Taiwan or ThailLin to certegstrictions on financing
activities if Mr. Cheng continues to serve as thaignan or president of ChipMOS Taiwan or ThailMr. Cheng is very important to our
current on-going business operations and our osighiips with our customers and financing sourasd,car loss of his services due to and any
adverse publicity from the trial or conviction ofr MCheng or other key personnel could materially adversely affect our business, reputation
and prospects and therefore cause our stock pridedine.

We depend on key customers for a substantial paridd our net revenue and a loss of, or deterioratiof the business from, or delayed
payment by, any one of these customers could reisultecreased net revenue and materially adversdfgct our results of operations an
financial condition.

We depend on a small group of customers for a anbat portion of our business. In 2010, our toye fcustomers, collectively accounted
for 52% of our net revenue. As part of our strajegy have been focusing on sales to key custorhesadh long-term service agreements.
Beginning in 2008, we also resumed a focus on asiness with smaller customers and customers whmtlplace orders on a regular basis.
We expect that we will continue to depend on atirgdy limited number of customers for a signifitgortion of our net revenue, even as we
increase the volume of our business with smallstaraers and customers who do not place ordersegudar basis. Any adverse development
in our key customers’ operations, competitive posibr customer base could materially reduce oturexenue and adversely affect our
business and profitability.

ProMOS is an affiliate of Mosel. As of March 31,120 Mosel indirectly owned 8.6% of our outstandamgnmon shares. In March 2008,
ProMOS defaulted on its payment obligations underdaeng-term service agreement. In November 20@8entered into a revised
subcontracting contract with ProMOS by requiringlOS to provide wafers with a value of 80% of thbsontracting fee as collateral.
Effective March 2009, we started to request pregaysifrom ProMOS. In May 2009, a further revisebcguntracting contract was entered i
by and between us and ProMOS under which ProMO%ged us with wafer as a pledge for its paymenigaitions and Work-In-Process, or
WIP and existing finished goods would serve as texterial. Part of ProMOS’ receivables had beeovered through sales of the pledged
wafer and lien material back to ProMOS with a distdo market price, and the remaining outstanditgpunts receivables have been secured
by equipment mortgage under the same contractgeraent. NT$7 million (US$240 thousand) was recelwedpril 2010. The remaining
outstanding accounts receivables have been paiel tinel amended subcontracting contract and settliewith ProMOS. ProMOS paid us
NT$200 million (US$7 million) and NT$24 million (48 million) in May 2010 and December 2010, respetyi and the remaining NT$2(
million (US$7 million) was paid in nine monthly iraiments ending on March 15, 2011. As of the dditihis Annual Report on Form 20-F, all
sums have been received. See “Item 4. Informatiothe Company—Customers”.
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In January 2009, Spansion defaulted on its paymigiigations under our longgrm service agreement and we subsequently tereairht
long-term service agreement with Spansion on Feprl@ 2009. On March 1, 2009, Spansion filed fephintary petition for reorganization
under Chapter 11 of the U.S. Bankruptcy Code. Gudey 25, 2010, ChipMOS Taiwan entered into a dafen Transfer of Claim Agreement
to sell to Citigroup Financial Products Inc. (“Qitbup”) the general unsecured claim reflected egtoof of claim against Spansion. In
February 2010, we received from Citigroup the pasehprice for the Undisputed Claim of NT$1,118iomll(US$38 million) against accounts
receivable of NT$2,186 million (US$75 million). Wecognized a related loss on sale of receivabl®§Téfl,068 million (US$37 million) and
we reversed the related allowance for doubtfulivetges of NT$2,186 million (US$75 million). On @tter 4, 2010, ChipMOS Taiwan
entered into a settlement agreement with Spandi@hfbr the general unsecured claim on breach ofrachand liquidated damages rights
reflected in the proof of claim, Claim No. 5, agiSpansion Inc., Spansion Technology LLC, Spanisid®, Spansion International Inc. and
Cerium Laboratories LLC filed by ChipMOS Taiwantire U.S. Bankruptcy Court. In October 2010, the @any received payment of
NT$2,118 million (US$73 million) under the Transfd@rClaim Agreement to Citigroup. S“Item 4. Information on the Company—
Customers™.

Since semiconductor companies generally rely oviceeproviders with whom they have establishedti@tghips to meet their testing
and assembly needs for their applications and nestomers usually require us to pass a lengthy igodous qualification process, if we lose
any of our key customers, we may not be able tacepthem in a timely manner. We cannot assurelyaireceivable collection difficulties
experienced by us will not occur in the futureariy of our key customers reduces or cancels itsrsmol terminates existing contractual
arrangements, and if we are unable to attract nestomers and establish new contractual arrangemétfitexisting or new customers, our net
revenue could be reduced and our business andsef$ulperations may be materially adversely affect

Because of our high fixed costs, if we are unabtedchieve relatively high capacity utilization rateour earnings and profitability may b
adversely affected.

Our operations are characterized by a high prompouf fixed costs. For memory and logic/mixed-siggeamiconductor testing services,
our fixed costs represented 79%, 88% and 77% ofatak cost of revenue in 2008, 2009 and 2010,eetbely. For memory and logic/mixed-
signal semiconductor assembly services, our fixasdscrepresented 30%, 31% and 24% of our totaladfastvenue in 2008, 2009 and 2010,
respectively. For LCD and other flat-panel dispiiver semiconductor testing and assembly servimasfixed costs represented 57%, 56%
and 43% of our total cost of revenue in 2008, 2808 2010, respectively. Our profitability dependgart not only on absolute pricing levels
for our services, but also on the utilization réeftasour testing and assembly equipment, commaafigrred to as “capacity utilization rates”.
Increases or decreases in our capacity utilizattes can significantly affect our gross marginaris costs generally decrease as the fixed
costs are allocated over a larger number of ulmitdhe past, our capacity utilization rates hauvetilated significantly as a result of the
fluctuations in the market demand for semicondwtfrwe fail to increase or maintain our capacitijization rates, our earnings and
profitability may be adversely affected. In additiove have entered into various long-term assemfditesting services agreements with
certain of our customers that may require us tarisgnificant capital expenditures. If we are ueab achieve high capacity utilization rates
for the equipment purchased pursuant to these mgms, our gross margins may be materially andradieaffected.
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The testing and assembly process is complex andpraduction yields and customer relationships mayffer as a result of defects or
malfunctions in our testing and assembly equipmemtd the introduction of new packages.

Semiconductor testing and assembly are complexepsas that require significant technological amtess expertise. Semiconductor
testing involves sophisticated testing equipmedt@mputer software. We develop computer softwatedt our customers’ semiconductors.
We also develop conversion software programs thalble us to test semiconductors on different tyfeéesters. Similar to most software
programs, these software programs are complex aydcontain programming errors or “bugs”. In additithe testing process is subject to
human error by our employees who operate our estiuipment and related software. Any significagfedt in our testing or conversion
software, malfunction in our testing equipment oman error could reduce our production yields aswhaye our customer relationships.

The assembly process involves a number of stephk,@avhich must be completed with precision. Défecpackages primarily result
from:

. contaminants in the manufacturing environm

. human error

. equipment malfunctior

. defective raw materials; ¢

. defective plating service

These and other factors have, from time to timafrimuted to lower production yields. They may dars the future, particularly as we
expand our capacity or change our processing stepsldition, to be competitive, we must continoexpand our offering of packages. Our
production yields on new packages typically araigicantly lower than our production yields on auore established packages. Our failure to
maintain high standards or acceptable productieltlyij if significant and prolonged, could resulaifoss of customers, increased costs of
production, delays, substantial amounts of retugats and related claims by customers. Furthéhg@xtent our customers have set target

production yields, we may be required to compensateustomers in a pre-agreed manner. Any of thes@lems could materially adversely
affect our business reputation and result in reduneg revenue and profitability.

Because of the highly cyclical nature of our indugt our capital requirements are difficult to plarif we cannot obtain additional capite
when we need it, we may not be able to maintainnmrease our current growth rate and our profits Wsuffer.

As our industry is highly cyclical and rapidly clgang, our capital requirements are difficult tompl& o remain competitive, we may need
capital to fund the expansion of our facilitiesngl as to fund our equipment purchases and researd development activities. To meet our
liquidity, capital spending and other capital needs have taken and plan to take certain measomgsrerate additional working capital and to
save cash. See “Item 5. Operating and Financiale®eand Prospects—Liquidity and Capital Resourcé&s.cannot assure you that these
plans and measures will be implemented or will ptesufficient sources of capital.

In addition, future capacity expansions or markettber developments may require additional funddgr ability to obtain external
financing in the future depends on a number ofdisctmany of which are beyond our control. Theyude:

. our future financial condition, results of operascand cash flow:

. general market conditions for financing activitssemiconductor testing and assembly companiek

. economic, political and other conditions in Taiwamd elsewhere

If we are unable to obtain funding in a timely manar on acceptable terms, our growth prospectgatehtial future profitability will
suffer.
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Disputes over intellectual property rights could bestly, deprive us of technologies necessary feta stay competitive, render us unable
provide some of our services and reduce our oppoities to generate revenu

Our ability to compete successfully and achievariigrowth will depend, in part, on our abilitypgootect our proprietary technologies
and to secure, on commercially acceptable ternt&airtechnologies that we do not own. We canrssuae you that we will be able to
independently develop, or secure from any thirdypahe technologies required for our testing asskeably services. Our failure to
successfully obtain these technologies may sesiciesim our competitive position and render us umadlprovide some of our services.

Our ability to compete successfully also dependswrability to operate without infringing upon theoprietary rights of others. The
semiconductor testing and assembly industry isasdtarized by frequent litigation regarding paterd ather intellectual property rights. We
may incur legal liabilities if we infringe upon tlimtellectual property or other proprietary rigfsothers. The situation is exacerbated by our
inability to ascertain what patent applicationséaeen filed in the United States or elsewherd theyy are granted. If any third party succeeds
in its intellectual property infringement claimsaégst us or our customers, we could be required to:

. discontinue using the disputed process technolpgieigh would prevent us from offering some of testing and assemb
services

. pay substantial monetary damac
. develop no-infringing technologies, which may not be feasilde
. acquire licenses to the infringed technologiescivimay not be available on commercially reasontdstas, if at all.

Any one of these developments could impose subatdintancial and administrative burdens on us himdler our business. We are, from
time to time, involved in litigation in respectioftellectual property rights. Any litigation, whethas plaintiff or defendant, is costly and diverts
our resources. If we fail to obtain necessary Besnon commercially reasonable terms or if lityatregardless of the outcome, relating to
patent infringement or other intellectual propertgtters occurs, our costs could be substantiatiseased to impact our margins. Any such
litigation could also prevent us from testing asdeanbling particular products or using particudghnologies, which could reduce our
opportunities to generate revenue. For more inftionan litigation in respect of intellectual praperights, see “Item 8. Financial
Information—Legal Proceedings”.

If we are unable to obtain raw materials and otheecessary inputs from our suppliers in a timely ands-effective manner, our production
schedules would be delayed and we may lose custered growth opportunities and become less profita

Our operations require us to obtain sufficient dii@s of raw materials at acceptable prices imeely and cost-effective manner. We
source most of our raw materials, including critiveaterials like leadframes, organic substratesxegpgold wire and molding compound for
assembly, and tapes for TCP/COF, from a limitedigrof suppliers. We purchase all of our materiala@urchase order basis and have no
long-term contracts with any of our suppliers. Friomme to time, suppliers have extended lead tinmeseased the price or limited the supply of
required materials to us because of market shat&@nsequently, we may, from time to time, expexgedifficulty in obtaining sufficient
guantities of raw materials on a timely basis.ddition, from time to time, we may reject materitiat do not meet our specifications, resul
in declines in output or yield. Although we typilgatnaintain at least two suppliers for each key raaterial, we cannot assure you that we will
be able to obtain sufficient quantities of raw miale and other supplies of an acceptable qualithé future. It usually takes from three to six
months to switch from one supplier to another, delpeg on the complexity of the raw material. If ee unable to obtain raw materials and
other necessary inputs in a timely and cost-effeathanner, we may need to delay our productiondgtidery schedules, which may result in
the loss of business and growth opportunities anddcreduce our profitability.

If we are unable to obtain additional testing andsembly equipment or facilities in a timely mannand at a reasonable cost, we may
unable to fulfill our customers’ orders and may beme less competitive and less profitable.

The semiconductor testing and assembly businesgpital intensive and requires significant invesitrie expensive equipment
manufactured by a limited number of suppliers. Waket for semiconductor testing and assembly eqeiift is characterized, from time to
time, by intense demand, limited supply and lonlydey cycles. Our operations and expansion plaEedd on our ability to obtain equipment
from a limited number of suppliers in a timely aswbt-effective manner. We have no binding supphgagents with any of our suppliers and
we acquire our testing and assembly equipmentpurehase order basis, which exposes us to changgnket conditions and other significant
risks. Semiconductor testing and assembly alsamegjus to operate sizeable facilities. If we amehle to obtain equipment or facilities in a
timely manner, we may be unable to fulfill our @raers’ orders, which could negatively impact onaficial condition and results of
operations as well as our growth prospects. Preljjone have committed to acquire certain waferisgrtesters and probers under our long-
term service agreement with Spansion. We terminttgidagreement and commitment on February 19,2869 Spansion defaulted on its
payment obligations. Currently, we do not have atier long-term service agreements that requireoommitment to acquire additional
testing and assembly equipment or facilities, haveve can not assure you that such commitmentwilbe made in the future. See “ltem 4.
Information on the Company— Customers”.
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If we are unable to manage the expansion of our cgt#ons and resources effectively, our growth press may be limited and our futut
profitability may be reducec

We expect to continue to expand our operationsraardase the number of our employees. Rapid expamsits a strain on our
managerial, technical, financial, operational atteeoresources. As a result of our expansion, vileneéed to implement additional operational
and financial controls and hire and train additigpgexrsonnel. We cannot assure you that we willllde 8o do so effectively in the future, and
our failure to do so could jeopardize our expangilams and seriously harm our operations.

Bermuda law may be less protective of shareholdghts than laws of the United States or other jutistions.

Our corporate affairs are governed by our memornanduassociation, our bye-laws and laws governimparations incorporated in
Bermuda. Shareholder suits such as class actisribgae terms are understood with respect to catipos incorporated in the United States)
are generally not available in Bermuda. Therefote,shareholders may be less able under Bermudthkwthey would be under the laws of
the United States or other jurisdictions to protheir interests in connection with actions by management, members of our board of
directors or our controlling shareholder.

It may be difficult to bring and enforce suits agast us in the United State:

We are incorporated in Bermuda and a majority efditectors and most of our officers are not residef the United States. A
substantial portion of our assets is located oatti@ United States. As a result, it may be diffitar our shareholders to serve notice of a
lawsuit on us or our directors and officers witttie United States. Because most of our assetseatel outside the United States, it may be
difficult for our shareholders to enforce in theitdd States judgments of United States courts. épplour Bermuda counsel, has advised us
that there is some uncertainty as to the enforceimd®ermuda, in original actions or in actions émforcement of judgments of United States
courts, of liabilities predicated upon United Ssafiederal securities laws.

Investor confidence and the market price of our coran shares may be adversely impacted if we or ogiependent public registere
accounting firm is unable to conclude that our inteal control over our financial reporting is effecte as required by Section 404 of the
Sarbane-Oxley Act of 2002.

We are subject to the SEC’s reporting obligati@msl beginning in our Annual Report on Form 20-Ftfar year ended December 31,
2006, we have been required by the SEC, as dirbgt&ection 404 of the Sarbanes-Oxley Act of 2802 clude a report of management on
our internal control over financial reporting inrcAnnual Report on Form 20-F that contains an assest by management of the effectiveness
of our internal control over financial reportinge@@nning in fiscal year 2007, our independent put#gistered accounting firm has audited the
effectiveness of our internal control over finahceporting. Although our management concluded thatinternal controls are effective in this
Annual Report on Form 20-F, and our independentipubgistered accounting firm has rendered it impi that we maintained, in all material
respects, effective internal control over financegorting as of December 31, 2010, based on iexiset forth in Internal Control — Integrated
Framework issued by Committee of Sponsoring Orgditia of the Treadway Commission (COSO), our mamegg may not conclude that
our internal controls are effective in the futuvoreover, even if our management concludes thatrdernal controls over our financial
reporting are effective, our independent publidsteged accounting firm may disagree. If our indegant public registered accounting firm is
not satisfied with our internal controls over ounahcial reporting or the level at which our cofdgrare documented, designed, operated or
reviewed, or if the independent public registerecbanting firm interprets the requirements, rulesegulations differently from us, it may
decline to attest to our management’s assessmemayissue an adverse opinion in the future. Anthege possible outcomes could result in
an adverse reaction in the financial marketplaeetdua loss of investor confidence in the reli&pitif our consolidated financial statements,
which ultimately could negatively impact the margeites of our common shares.
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Any environmental claims or failure to comply withny present or future environmental regulations, any new environmental regulation:
may require us to spend additional funds, may impasgnificant liability on us for present, past dature actions, and may dramatically
increase the cost of providing our services to @muistomers.

We are subject to various laws and regulationgingldo the use, storage, discharge and disposaierhical by-products of, and water
used in, our assembly and gold bumping procesdésugh we have not suffered material environmeci&ms in the past, a failure or a cle
that we have failed to comply with any presentutaffe regulations could result in the assessmedawfages or imposition of fines against us,
suspension of production or a cessation of ouraijmers or negative publicity. New regulations cordduire us to acquire costly equipment or
to incur other significant expenses. Any failureaur part to control the use of, or adequatelyrigtighe discharge of, hazardous substances
could subject us to future liabilities that may erétlly reduce our earnings.

Fluctuations in exchange rates could result in fdgm exchange losses.

Currently, most of our net revenue is denominatel T dollars. Our cost of revenue and operatingeegps, on the other hand, are
incurred in several currencies, including NT dd|alapanese yen, US dollars and Renminbi, or RMBddition, a substantial portion of our
capital expenditures, primarily for the purchas¢esting and assembly equipment, has been, anpécted to continue to be, denominated in
Japanese yen with much of the remainder in US idoN&e also have debt denominated in NT dollafzadese yen, US dollars and RMB.
Fluctuations in exchange rates, primarily amongBedollar, the NT dollar and the Japanese yen afféict our costs and operating margin
NT dollar terms. In addition, these fluctuationsilcbresult in exchange losses and increased ao$td idollar terms. Despite selective hedg
and other techniques implemented by us, fluctuatinrexchange rates have affected, and may contiinaiect, our financial condition and
results of operations.

We may not be successful in our acquisitions, inweents, joint ventures and dispositions, and magréfore be unable to implement fully
our business strategy.

As part of our growth strategy, we may make actjois$ and investments in companies and businesstlish joint ventures or make
dispositions of our interests. For example, in 8eyiter 2007, we acquired all outstanding commoreshafr ChipMOS Taiwan through a share
exchange transaction with ChipMOS Taiwan. In Felyr@28910, we agreed to sell 15.8% of ChipMOS Taiwanitstanding shares to
Siliconware Precision and the transaction was cetaglin January 2011. The success of our acquisjtiovestments, joint ventures and
dispositions depends on a number of factors, inmetud

. our ability to identify suitable investment, acqtia, joint venture or disposition opportunitie

. our ability to reach an agreement for an acquisjtiovestment, joint venture or disposition oppaoityion terms that are satisfactc
to us or at all

. the extent to which we are able to exercise comivel the acquired or joint venture compa

. our ability to align the economic, business or oteategic objectives and goals of the acquiredpmany with those of ot
company; an

. our ability to successfully integrate the acquioedoint venture company or business with our conyp

If we are unsuccessful in our acquisitions, investta, joint ventures and dispositions, we may ealie to implement fully our busine
strategy to maintain or grow our business.
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We depend on key personnel, and our revenue co@drdase and our costs could increase if we losértbervices.

We depend on the continued service of our execufffieers and skilled engineering, technical araeotpersonnel. We will also be
required to hire a substantially greater numbeskilfed employees in connection with our expangtans. In particular, we depend on a
number of skilled employees in connection with b@D and other flat-panel display driver semicondudesting and assembly services, and
the competition for such employees in Taiwan anihMad China is intense. We may not be able tceeithtain our present personnel or
attract additional qualified personnel as and wieeded. Moreover, we do not carry key person imsgréor any of our executive officers nor
do we have employment contracts with any of oucatiee officers or employees, and, as a resulterafrour executive officers or employees
is bound by any non-competition agreement. If v lany of our key personnel, it could be very diffi to find and integrate replacement
personnel, which could affect our ability to prazidur services, resulting in reduced net revendesamings. In addition, we may need to
increase employee compensation levels in ordestsor our existing officers and employees and tiaeit additional personnel. As of March
2011, 10.6% of the workforce at our facilities &oeeign workers employed by us under work pernfits tire subject to government regulati
on renewal and other terms. Consequently, if thelegions in Taiwan relating to the employmentareign workers were to become
significantly more restrictive or if we are othesgiunable to attract or retain these workers aoregble cost, we may be unable to maintain or
increase our level of services and may suffer redunet revenue and earnings.

Risk Relating to Our Relationship with Mosel

ChipMOS Taiwan entered into certain transactionsat if determined to have constituted impermissifileancings or purchases of assets
equity of Mosel under ROC law, could result in thesignations of members of our management. As auteour business operations could
be disrupted and the market price of our common stgcould decline.

ROC law limits the ability of a company incorporcia Taiwan to purchase any equity interest in canigs, directly or indirectly,
holding more than 50% of its issued and outstandoiing securities or registered capital or to jlevMoans or other financing to any comp:
ChipMOS Taiwan purchased NT$242 million worth of $ébshares in 2002. Lee and Li, our ROC speciahsel) has advised us that these
purchases do not violate relevant ROC law thatipitsha subsidiary from buying or taking collateiashares of companies holding, directl
indirectly, more than 50% of its issued and outditagn voting securities or registered capital, beeaMosel’s indirect interest (calculated as the
product of (i) Mosel’s percentage interest in ChipS!Bermuda and (i) ChipMOS Bermuda’s percentatgrast in ChipMOS Taiwan) in
ChipMOS Taiwan was less than 50% and ChipMOS Beanisithcorporated outside of Taiwan. In 2005, ChipMTaiwan disposed of NT$!
million of Mosel shares, and in August 2006, ChipSl®Qaiwan further disposed of the remaining Mosakes for approximately NT$30
million. ChipMOS Taiwan no longer owns any Mosehs#s. Lee and Li has advised that under relevar R@, there is no similar restriction
or limitation on a subsidiary’s disposal of its @at's equity shares, if the previous acquisitiohsuzh shares complied with relevant ROC law.
However, we understand that there is no applicgiolieial precedent and there is some doubt aswaoourt would rule if presented with the
situation.

If it were to be determined that any of the tratisas described above constituted an impermisgihéacing or purchase of assets of
Mosel by ChipMOS Taiwan or an impermissible purehaEMosel’s equity by ChipMOS Taiwan, then ChipMO&wan’s then chairman and
any responsible officers would be jointly and sellgriable to ChipMOS Taiwan for any losses suéigiby ChipMOS Taiwan and may also be
severally liable criminally for any breach of fidary duties that resulted in losses and damagédsresdfby ChipMOS Taiwan. Moreover,
certain of these transactions may not have beé@rilioompliance with ChipMOS Taiwaga’then applicable internal procedures due to tihgré
to have received an appropriate valuation opinigor ffo entering into such purchases. The failoredmply fully with ChipMOS Taiwan’s
then applicable internal procedures could constigmidence of a failure by the then chairman op®HS Taiwan and responsible officers to
comply fully with their fiduciary duties, which ctiiresult in them being held criminally liable fany breach of fiduciary duties that resulte:
losses and damages to ChipMOS Taiwan. If membeosiourrent management were held to have breatieédfiduciary duties or become
criminally liable for the transactions describedwad, they may become obliged, whether under laatlverwise, to resign from their respective
positions at ChipMOS Bermuda and our affiliatesy Asss of the services of these persons could plissur business, damage our reputation,
and cause the market price of our common sharésdine.

19



Table of Contents

Risks Relating to Countries in Which We Conduct Opeations

The investment in Mainland China by our controllecbnsolidated subsidiary, Modern Mind, through Chip®5 Shanghai, and the related
contractual arrangements may result in Mosel or i8Bdnware Precision violating ROC laws governing iestments in Mainland China by
ROC companies or persons. Any sanctions on Mosebiliconware Precision as a result of any violatiai ROC laws may cause Mosel
Siliconware Precision to decrease its ownershipu significantly or cause Mosel or Siliconware Pision to take other actions that may r
be in the best interest of our other shareholders.

Previously, ROC laws and regulations generally fimitdd investment by ROC entities in Mainland Chinanost aspects of the
semiconductor testing and assembly industry. Ird&ly 2010, these restrictions have been relax&d€ Bntities now may make investment in
Mainland China in the semiconductor testing anem@ddy industry if they have obtained approval fribra Investment Commission of the R
Ministry of Economic Affairs, or the Investment Comission. The Investment Commission will undertalepecial approval process if the
investment amount exceeds US$50 million. “Investrhisndefined for this purpose to mean:

. establishing a new company or enterprise in Mathi@hina,;
. increasing on's equity interest in an existing company or enisepin Mainland Chine

. acquiring shares in an existing company or enteegri Mainland China (other than shares of publicdgded companies, acquisition
of which is prohibited under current policy of thwestment Commission); ¢

. establishing or expanding a branch office in Maidl&hina.

We provide our services in Mainland China throudtip®OS Shanghai, a company incorporated underatvs bf the PRC and a
wholly-owned subsidiary of Modern Mind since 208&dern Mind is a company incorporated under theslafthe British Virgin Islands and
is wholly-owned by Jesper Limited (“Jesper”), a gany incorporated under the laws of the Britishgifirlslands. While we do not own any
equity interest in Modern Mind, we control Modernnd through our ownership of a demand note issyelddern Mind (“MMT Notes”),
convertible into common shares with a controlliggigy interest in Modern Mind at a conversion rat@ne common share of Modern Mind
for every US$1.00 if repayment is not made when tlreler accounting principles that are applicablag, Modern Mind is our controlled
consolidated subsidiary. In addition, we have otgdifrom Jesper an irrevocable option to acquigecttimmon shares of Modern Mind then
owned by Jesper. Payment under the demand ndtdlyiand unconditionally guaranteed by Jesper sexlred by a pledge agreement in
respect of the entire equity interest in Modern d/l&md ChipMOS Shanghai. Under an assignment andngé®n agreement signed on
April 22, 2011 (the “MMT Assignment Agreement”), PMOS has agreed to sell the MMT Notes to Thaildnd purchase price of
approximately US$40 million subject to certain ahgsconditions. Post completion of MMT Assignmergr@ement transaction, ThaiLin is
expected to immediately convert the MMT Notes icwonmon shares of Modern Mind and purchase all®@f&maining common shares of
Modern Mind from Jesper, with ChipMOS Shanghai Imeiog a wholly-owned subsidiary of ThaiLin. The MMNssignment Agreement is
expected to be completed in the fourth quarter0dfi2

As the regulations described above are applicatiieto entities organized within the ROC with resip® specified investments in
Mainland China made by these entities, in the opiruf Lee and Li, our ROC special counsel, ChipM&Emuda’s indirect control over
ChipMOS Shanghai through the ownership of MMT Nated the above contemplated contractual arrangesnae@tin compliance with all
existing ROC laws and regulations. There are, h@awnesubstantial uncertainties regarding the ingtgtion and application of ROC laws and
regulations, including the laws and regulationsegaing the enforcement and performance of our eshial arrangements. Accordingly, we
cannot assure you that ROC regulatory authoritidsat take a view contrary to the opinion of ®OC special counsel and that the ThaiLin
will obtain the necessary approval from the InvesibiCommission and allow the MMT Assignment Agreatte be completed.
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In addition, under current applicable ROC regulaidf a company incorporated in the ROC has diremtindirectly invested in a
company incorporated outside of the ROC and hasabng power over the management and operatidrssich non-ROC company, any
investment by such non-ROC company in the PRCawitistitute an investment by the controlling ROC pany that is subject to ROC laws
and regulations. As a result, for the purposesiese regulations, any investment (within the meanirthe ROC laws governing investment
Mainland China) by ChipMOS Bermuda in ChipMOS Shaignay be deemed to be an investment in MainlaridaCoy Mosel and/or
Siliconware Precision, if Mosel and/or Siliconwdecision is determined to have controlling powesrcour management and operations.
While the regulations do not define what constgutmontrolling power over management and operatiomns understand from our ROC spe
counsel, Lee and Li, that, due to Mosel’s and/tic&iware Precision’s equity interest in us andespntatives on our board of directors, any
conversion of the convertible notes or MMT Notet® ishares of Modern Mind or other acquisition adirgs of Modern Mind or ChipMOS
Shanghai by ChipMOS Bermuda may be deemed an imeastin Mainland China by Mosel and/or SiliconwBrecision and require approval
of the Investment Commission, and be subject tetbhibitions described in the first paragraphto$ risk factor analysis. As a result, so long
as Mosel and/or Siliconware Precision is deeméduhte controlling power over ChipMOS Bermuda’s mamagnt and operations, ChipMOS
Bermuda may have to choose not to convert its atible notes or demand notes into common sharé&oafern Mind in order to avoid any
violations by Mosel and/or Siliconware Precisioanthese regulations. As a result, should the ostmig of our common shares by Mosel
and/or Siliconware Precision be deemed significanight of the above analysis, the equity intét®sthe respective parties may individually
or collectively materially and adversely restrictr @bility and flexibility in structuring our invé®ment in Mainland China and thereby affect our
business prospects.

If Mosel or Siliconware Precision was found to beviolation of the applicable ROC laws and regwolasi governing investments in
Mainland China, Mosel or Siliconware Precision nbayordered by the Investment Commission to ceageiauestment activities in Mainland
China within a specified period of time and mayshbject to a fine of between NT$50 thousand and2$Tillion. In such case, Mosel or
Siliconware Precision may comply with the ordeths# Investment Commission either by causing usrminate our investment activities in
Mainland China or by taking actions that will caldesel or Siliconware Precision to reduce theipeesive investment and equity interest
holding in our Company. If Mosel or Siliconware Eiston fails to comply with the order of the Invegnt Commission, the ROC government
can impose on the chairman of Mosel or SiliconvwRrecision up to two yearshprisonment, a fine of up to NT$25 million, or hotVe cannc
provide any assurance that any actions taken byeMwsSiliconware Precision in response to any xthy the Investment Commission will be
in the best interest of our other shareholdersc@/enot assure you that ThaiLin will obtain theassary approval from the Investment
Commission for the completion of the MMT Assignmégireement and that if ThaiLin obtains the necgsaaproval from the Investment
Commission for the MMT Assignment Agreement, MageSiliconware Precision’s investment and equitgiiest will be automatically be
deemed to be in compliance with ROC rules and egiquis. As of the date of this Annual Report onrr@0-F, we have not obtained any
Investment Commission regarding the aforementionatiers. Any termination or disposal of ChipMOS 1&ifaai’s operations in Mainland
China could have a material adverse effect onioantial condition, results of operations or pratpeas well as the market price of our
common shares.

ROC laws and regulations limit or prohibit certaitechnology cooperation between ROC persons or &#itvith PRC persons or entitie
and our current technology transfer arrangementstbeen ChipMOS Bermuda and ChipMOS Shanghai may barid to be in violation of
any such limitation or prohibition, which may resuln the termination of such technology transfer @ngements and therefore have a
material adverse effect on the operations of Chipl&hanghai and our financial condition and resultsf operations.

ROC laws and regulations previously prohibited ttapsfer of semiconductor testing and assemblynt@olgies to any person or entity
located in Mainland China, except for transferslming certain low-end semiconductor testing anseatbly technologies, such as
conventional wire bond assembly technology, ifa@i@rtequirements are met. The ROC Ministry of EcnimoAffairs has the ultimate
administrative authority in interpreting such laared regulations. In February 2010, these restristltave been relaxed, so that ROC entities
may transfer semiconductor testing and assembhntdogies to any person or entity located in Maidi€hina after they have obtained
approval from the Investment Commission. Undercarielogy transfer agreement, dated August 1, 206(hMOS Bermuda licensed to
ChipMOS Shanghai certain testing and assemblyeelichnologies that were then controlled by Chi@vEermuda, which included
technologies that were licensed to ChipMOS Berninyd@&hipMOS Taiwan. ChipMOS Bermuda also provided®tOS Taiwan with
technical support and consulting services undsragireement. On April 7, 2004, ChipMOS Bermudaredtéto an assignment agreement
with ChipMOS Taiwan, pursuant to which ChipMOS Taiwtransferred all of the technologies it ownedfafat date to ChipMOS Bermuda,
including those previously licensed to ChipMOS Beda. On April 12, 2007, ChipMOS Bermuda entered art assignment agreement with
ChipMOS Taiwan, pursuant to which ChipMOS Taiwasigised and transferred fifty percent of the tidetvnership of and interest in all of
the technologies and intellectual property it owasdf that date to ChipMOS Bermuda. ChipMOS Bermnwil continue to license such
technologies to ChipMOS Shanghai pursuant to tleeenentioned technology transfer agreement dategpigt 1, 2002.
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In the opinion of Lee and Li, our ROC special calpsur technology transfer arrangements as destabove are in compliance with
applicable ROC laws and regulations. However, suttistl uncertainties remain regarding the integdreh and application of those laws and
regulations. Accordingly, we cannot assure you R@C regulatory authorities will not take a viewntrary to the opinion of our ROC special
counsel. If ChipMOS Taiwan were determined to beidahation of applicable ROC laws and regulatiolesgrning technology cooperation w
PRC persons and entities, ChipMOS Taiwan may bereddby the Investment Commission to terminate swtiwity within a specified period
of time and may be subject to a fine of between BOrthousand and NT$25 million. In addition, if CRI@S Taiwan does not comply with the
order of the Investment Commission, the ROC govemtroan impose on the chairman of ChipMOS Taiwatoupo years’ imprisonment, a
fine of up to NT$25 million, or both. Any terminati of our current technology transfer to ChipMOSu&jhai could materially adversely aff
our Mainland China operations and our financialditon, results of operations or prospects, as a®lhe market price of our common shares.

Our current ownership structure and contractual aangements with Jesper Limited, Modern Mind and CM@®S Shanghai may not be
effective in providing operational control of our Kinland China operations.

Since 2002, we provide our services in Mainlandn@hihrough ChipMOS Shanghai, a wholly-owned subsydof Modern Mind. While
we do not own any equity interest in Modern Mine kave a controlling interest in Modern Mind thrbugur ownership of a demand note
issued by Modern Mind. In 2004, we restructuredaantrol of ChipMOS Shanghai and the way we prowdeservices in Mainland China
through contractual arrangements with Jesper, Molfend, and ChipMOS Shanghai. Under the MMT AssigmtnAgreement, ChipMOS has
agreed to sell the MMT Notes to ThaiLin for a puasé price of approximately US$40 million subjectéstain closing conditions. Post
completion of MMT Assignment Agreement transactidhailLin is expected to immediately convert the MM®tes into common shares of
Modern Mind and purchase all of the remaining comrsisares of Modern Mind from Jesper, with ChipMO@&argjhai becoming a wholly-
owned subsidiary of ThaiLin. The MMT Assignment Agment is expected to be completed in the fouréntguof 2011. Prior to the
completion of the MMT Assignment Agreement, thesérig contractual arrangements, however, may naesheffective in providing control
over our Mainland China operations as would dizetership in ChipMOS Shanghai. See “— The investrireMainland China by our
controlled consolidated subsidiary, Modern Mindptigh ChipMOS Shanghai, and the related contraeiwmahgements may result in Mosel or
Siliconware Precision violating ROC laws governingestments in Mainland China by ROC companiesass@ns. Any sanctions on Mosel or
Siliconware Precision as a result of any violatiddfiROC laws may cause Mosel or Siliconware Pregisiodecrease its ownership in us
significantly or cause Mosel or Siliconware Pramisio take other actions that may not be in thé ibé=srest of our other shareholders”.

Our ability to direct the operations we conduct thugh our subsidiaries and affiliated companies that do not fully own may be limited by
legal duties owed to other shareholders of such pamies.

Certain of our operations are conducted throughpzomes that we do not fully own. For example, dertairrent consolidated operations
are conducted through ThaiLin, ChipMOS Taiwan’'s942 owned subsidiary as of March 31, 2011, and Cl@@shanghai, in which we
exercise control without holding any direct or it equity interest. We also conduct other adé#igithrough our affiliated entities.

In accordance with the various laws of the releyamsdictions in which our subsidiaries and a#fiks are organized, each of our
subsidiaries and affiliates and their respectivealors owe various duties to their respectiveethaders. As a result, the actions we wish our
subsidiaries or affiliates to take could be in diehfvith their or their directors’ legal duties e to their other shareholders. When those
conflicts arise, our ability to cause our subsiéisuor affiliates to take the action that we desigy be limited.
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Any future outbreak of health epidemics and outbfesaof contagious diseases, including avian influenfSevere Acute Respirato
Syndrome or H1N1 influenza may materially affect oaperations and busines:

An outbreak of a contagious disease such as anfluenza, Severe Acute Respiratory Syndrome (SABS)ore recently, the New
Influenza A (HLN1) or more commonly known as theifee flu,” for which there is inadequate treatmento known cure or vaccine, may
potentially result in a quarantine of infected eaygles and related persons, and adversely affectpmrations at one or more of our facilities
the operations of our customers or suppliers. Waatpredict the impact that any future outbreathese or other diseases could have on our
business and results of operations.

We face substantial political risk associated wibing business in Taiwan, particularly due to redetiomestic political events and the
strained relations between the Republic of Chinadathe Peopl's Republic of China, that could negatively affeatir business and the
market price of our common shares.

Our principal executive offices and most of outitesand assembly facilities are located in Taiwasa result, our business, financial
condition and results of operations and the magrkiee of our common shares may be affected by dmingROC governmental policies, as
well as social instability and diplomatic and sbdevelopments in or affecting Taiwan which aredrey our control. For example, the ROC
has a unique international political status. Th&€RRvernment regards Taiwan as a renegade proaimteloes not recognize the legitimacy of
the ROC. Although significant economic and cultugdhtions have been strengthened in recent yedngekn the ROC and the PRC, relations
have often been strained. In March 2005, the PR@manent enacted the “Anti-Secession Law” codifyitsgoolicy of retaining the right to
use military force to gain control over Taiwan, tgararly under what it considers as highly provdgacircumstances, such as a declaration of
independence by Taiwan or the refusal by the RO&tept the PRC’s stated “One China” policy. Pasetbpments related to the interaction
between the ROC and the PRC have on occasion deprédse market prices of the securities of Taiwarmeslaiwan-related companies,
including our own. Relations between the ROC aedRRC and other factors affecting military, poéitior economic conditions in Taiwan
could have a material adverse effect on our firre@ndition and results of operations, as wethasmarket price and the liquidity of our
common shares.

We are vulnerable to natural disasters and otheeats disruptive to our business and operations.

We currently provide most of our testing servide®tigh our facilities in the Hsinchu Industrial Pand the Hsinchu Science Park in
Taiwan and the Shanghai Qingpu Industrial Zone,ahaf our assembly services through our fac#itie the Southern Taiwan Science Park in
Taiwan and the Shanghai Qingpu Industrial ZoneniB@ant damage or other impediments to theseifeslas a result of natural disasters,
industrial strikes or industrial accidents coulgnsiicantly increase our operating costs.

Taiwan is particularly susceptible to earthquakas gphoons. For example, in late 1999, Taiwaneseff severe earthquakes that caused
significant property damage and loss of life, artrly in the central part of Taiwan. These eanttiges damaged production facilities and
adversely affected the operations of many companiedved in the semiconductor and other industige experienced NT$1 million in
damages to our machinery and equipment, NT$6 millicdamages to our facilities, NT$1 million in dages to our inventory and five days of
delay in our production schedule as a result dtearthquakes.

In January and February 2008, certain parts of MathChina, particularly in the southern, centrad @astern regions, experienced
reportedly the most severe winter weather in thentry in recent decades, which resulted in sigaificand extensive damages to factories,
power lines, homes, automobiles, crops and otharauties, blackouts, transportation and commuranatdisruptions and other losses in the
affected areas. In addition, in May 2008, cert@migonductor companies with facilities in easteraiffand China experienced production
disruption reportedly due to power stoppages cabgete failure of certain electricity supply systén the area where the plants are located.
We cannot assure you that our facilities in thenghai Qingpu Industrial Zone will not be adversaffected by future snowstorms, power
shortages, earthquakes or other similar events.
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The 2011 Sendai earthquake and tsunami was a Q@imde (Mw) undersea megathrust earthquake ofétlast of Japan that occurred
on March 11, 2011 (the “2011 Sendai Earthquak&ie 2011 Sendai Earthquake was recorded as mosrhubwarthquake to hit Japan and
fourth most powerful earthquake in the world ovierBihe earthquake triggered tsunami warnings ara@ations along Japan’s Pacific coast
and in at least 20 countries, including Taiwan Btadnland China. The earthquake and tsunami resutteeaths, injuries and people missing
across the affected Japanese prefectures and cexteedive and severe property damage in Japdading heavy damage to roads and
railways as well as fires in many areas, and ddiapgse. Many electrical generators were disablad,a& least three nuclear power plant
reactors partially melted down and experiencedeanital explosion extensively damaging surroundiaiddings. We cannot assure you that
our production facilities, operations and markesled in Taiwan and Mainland China will not be adedy affected as result of the 2011
Sendai Earthquake, including as a result of raatiagimission from the damaged nuclear power plargsilssequent future earthquakes that
take place.

The production facilities of many of our suppliarsd customers and providers of complementary sevdiczior manufacturing services,
including foundries, are located in Taiwan and Nemid China. If our customers are adversely affebiedatural disasters or other events
occurring in or affecting these geographic ardauld result in a decline in the demand for @stihg and assembly services. If our suppliers
and providers of complementary semiconductor manufeng services are affected by such events, mdyztion schedule could be
interrupted or delayed. As a result, a major eardkg, snowstorm, other natural disaster, industiéte, industrial accident or other disruptive
event occurring in or affecting Taiwan or Mainla@Hina could severely disrupt the normal operatibbusiness and have a material adverse
effect on our financial condition and results otogtions.

Any future outbreak of radiatior-related disease as a result of nuclear power plegdctors damage caused by the 2011 Sendai Eartlkqua
may materially adversely affect our operations abdsiness.

The 2011 Sendai Earthquake raises tremendous eanabout the possible effects of radiation emisfiom the damaged nuclear power
plants. Japanese official authorities are workiritty wxperts in assessing the risk and determirtiegoest courses of actions to implement to
escape harmful radiation. The potential healthot$feue to exposure to harmful radiation may beptanary or permanent harmful effects in
nature.

Multiple radioactive gases could possibly be erdittea situation where uranium attains a “meltdowstate, which is a severe overhea
of the core of a nuclear reactor, in which the guosdts and radiation and heat are caused to esthjgewould occur if the containment system
partially or fully fails. The particles that ardeased with the gases due to the meltdown woultidepewed particles of iodine-131, strontium-
90 and cesium-137. These might enter into a hurgdrelmg swallowed, absorbed through the skin, balied. Depending on the chemical
characteristics of each of these and their pretitiiedor certain body tissues, they could causeesnof such organs as bones, soft tissues nea
bones, thyroid gland, and the bone marrow (typidatiown as leukemia).

Acute or very high level radiation exposure canseaa person to become very ill or to die quickbniting radiation, which is defined as
high-energy particles or electromagnetic waves t¢hatbreak chemical bonds, damage humans by disgugllular function, particularly in
tissues with rapid growth and turnover of celldehse, high level and/or excessive radiation exygosiay result in acute radiation syndrome
whereby harmful effects to the human body may héemced by skin burns, internal organ deterioratideeding, vomiting, bone marrow
distortion and deaths. If the radiation exposutess intense and/or more prolonged at a lowet,|8ven the central nervous system, kidneys,
thyroid gland, and liver may be affected. Cancehésmost well known effect, and may affect virtyany significantly exposed tissue.

Certain health effects due to exposure to harnafiation does not have adequate treatment or kimowenor vaccine, consequently, may
potentially result in a quarantine of infected eoygles and related persons, and adversely affectpmrations at one or more of our facilities
the operations of our customers or suppliers. Waatpredict the probability of any future outbrexdkadiation related diseases as a possible
result of nuclear power plants damage caused b2ah& Sendai Earthquake or the extent of the nahizdiverse impact that this could have on
our business and results of operations.
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Risks Relating to Our Corporate Structure

Our ability to receive dividends and other paymefrism our subsidiaries may be restricted by comnialcstatutory and legal restrictions,
and thereby materially adversely affect our abilily grow, fund investments, make acquisitions, ghyidends, repay or repurchase
outstanding indebtedness and otherwise fund and @oct our business.

We are a holding company, and our most signifieaset is our majority ownership interest in ChipMCe#8van. Although we control
ChipMOS Shanghai through Modern Mind, we will notchany equity interest in these entities until@i@ain approval from the Investment
Commission allowing ThaiLin, a 42.9% owned subsigiaf ChipMOS Taiwan to make investment in Mainlg@kina. Under the MMT
Assignment Agreement, ChipMOS has agreed to selMRIT Notes to ThailLin for a purchase price of appmately US$40 million subject
certain closing conditions. Post completion of MM3signment Agreement transaction, ThailLin is expeédd immediately convert the MMT
Notes into common shares of Modern Mind and purelsdsof the remaining common shares of Modern Miodh Jesper, with ChipMO
Shanghai becoming a wholly-owned subsidiary of LimaiThe MMT Assignment Agreement is expected tabmpleted in the fourth quarter
of 2011. As long as we do not hold any equity ies¢iin these entities, we are not entitled to @nileinds distributed by these entities and our
contractual arrangements may not effectively pretleese entities from declaring any dividends &irthareholders. Dividends we receive
from our subsidiaries, if any, will be subject &xation.

The ability of our subsidiaries to pay dividend=spay intercompany loans from us or make otheridigions to us is restricted by, among
other things, the availability of funds and thanerof various credit arrangements entered intousysabsidiaries, as well as statutory and other
legal restrictions. In addition, although there emerently no foreign exchange control regulatiafgch restrict the ability of our subsidiaries
located in Taiwan to distribute dividends to us,a@@not assure you that the relevant regulatiofiswati be changed and that the ability of our
subsidiaries to distribute dividends to us will betrestricted in the future. A Taiwan companyeserally not permitted to distribute dividends
or to make any other distributions to sharehold@rany year in which it did not have either eagsror retained earnings (excluding reserves).
In addition, before distributing a dividend to sitaolders following the end of a fiscal year, thexpany must recover any past losses, pay all
outstanding taxes and set aside 10% of its anratahoome (less prior years’ losses and outstaniixes) as a legal reserve until the
accumulated legal reserve equals its paid-in dapital may set aside a special reserve.

In addition, PRC law requires that our PRC-incogped subsidiary only distributes dividends outtefriet income, if any, as determined
in accordance with PRC accounting standards andatgns. Under PRC law, it is also required toasitle at least 10% of its after-tax net
income each year into its reserve fund until theuawulated legal reserve amounts to 50% of its teigid capital. PRC-incorporated companies
are further required to maintain a bonus and welfand at percentages determined at their soleedisn. The reserve fund and the bonus and
welfare fund are not distributable as dividendsrédwer, a ROC-incorporated company is only abldeidare dividends at its annual general
meeting of shareholders, which cannot occur uftéracompletion of its annual financial statemersy limitation on dividend payments by
our subsidiaries could materially adversely affaat ability to grow, fund investments, make acdiagsis, pay dividends, repay or repurchase
outstanding indebtedness, and otherwise fund andum our business.

ThaiLin, Siliconware Precision and Mosel, our largghareholders, may have significant influence owair company and may cause us to
take actions that may not be, or refrain from talgractions that may be, in our best interest or test interest of our other shareholders.

As of March 31, 2011, ThaiLin, ChipMOS Taiwan’s 9% owned subsidiary, directly owned 19.9% of ounomn shares, Siliconware
Precision and Mosel directly and indirectly owne89% and 8.6% of our common shares, respectivelo Ak of March 31, 2011, Siliconware
Precision owned 15.8% of ChipMOS Taiwan'’s outstagdihares. As at December 31, 2010 and 2009, Siliae Precision and Mosel have
historically ranked as our number one and numbersiareholder directly and indirectly owned 11.09d 240.1% of our common shares for
2010 and 14.5% and 13.3% of our common sharedf@®,2espectively. These three large shareholdetivjdually or collectively, through
their equity interests may have significant infloerover matters submitted to our shareholdersgdpraval and other corporate actions, suct
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. election of directors
. timing and manner of dividend distributior

. approval of contracts between us and these magoekhblders or their respective affiliates, whiclhilddanvolve conflicts of interes
and

. open market purchase programs or other purchasas @bmmon share

. Siliconware Precisic’s, Mose’s and Thaili’s substantial interests in our company could ¢
. delay, defer or prevent a change in who contrgj:

. discourage bids for our shares at a premium oentarket price; an

. adversely affect the market price of our commormresh

In addition, one of our directors, Mr. Hsing-Ti Tyalso acts as a director of ProMOS, a subsidifiosel. As a result, conflicts of
interest between Mr. Tuan’s duty to us and ProM@& @ Mosel may arise. For an example of such dlicoof interest, see “— Risks
Relating to Countries in Which We Conduct OperatiefThe investment in Mainland China by our contib®nsolidated subsidiary, Modern
Mind, through ChipMOS Shanghai, and the relatedreatual arrangements may result in Mosel or Silieare Precision violating ROC laws
governing investments in Mainland China by ROC canigs or persons. Any sanctions on Mosel or Siliare Precision as a result of any
violation of ROC laws may cause Mosel or SiliconevBrecision to decrease its ownership in us siganifly or cause Mosel or Siliconware
Precision to take other actions that may not kteeérbest interest of our other shareholders”. Wmatgive any assurances that when conflicts
of interest arise, Mr. Tuan will act in our intet®sr that conflicts of interest will be resolviedour favor.

Moreover, because Siliconware Precision and Moaeé Ipotential power to direct or influence our aogte actions, we may be required
to engage in transactions that may not be agre¢aloler other shareholders or that may not beérbist interest of our other shareholders.

Our ability to make further investments in ChipMOBaiwan may be dependent on regulatory approvalsCHipMOS Taiwan is unable to
receive the equity financing it requires, its alilito grow and fund its operations may be matenjatidversely affected.

As ChipMOS Taiwan is not a listed company, it gatigrdepends on its shareholders, ChipMOS BermudaSiliconware Precision, to
meet its equity financing requirements. Any capitatribution by us to ChipMOS Taiwan may requhre aipproval of the relevant ROC
authorities. For example, any capital contributigrus to ChipMOS Taiwan will require the approvhthe authorities of the Science Park
Administration. We may not be able to obtain anghsapproval in the future in a timely manner, oalatlf ChipMOS Taiwan is unable to
receive the equity financing it requires, its apito grow and fund its operations may be mategriativersely affected.

Risks Relating to Our Common Shares

Volatility in the price of our common shares maysw@lt in shareholder litigation that could in turnesult in substantial costs and a diversion
of our management’s attention and resources.

The financial markets in the United States andratbantries have experienced significant price asldme fluctuations, and market
prices of technology companies have been and agntmbe extremely volatile. Volatility in the peiof our common shares may be caused by
factors outside of our control and may be unrelatedisproportionate to our results of operatidnghe past, following periods of volatility in
the market price of a public company’s securitsgreholders have frequently instituted securdti@ss action litigation against that company.
Litigation of this kind could result in substant@ists and a diversion of our management’s atterstia resources.
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Certain provisions in our constitutive documents dm our severance agreements with our executivioeis make the acquisition of us by
another company more difficult and costly and théoee may delay, defer or prevent a change of cohtro

Our bye-laws provide that our board of directordiidded into three classes of directors, eachsdlade re-elected only once every three
years. As a result, shareholders would not geryeballable to replace a majority of the directorsl after two annual general meetings.
addition, any extraordinary corporate transactischsas a merger, amalgamation or consolidation,sale or transfer of all or substantially all
of our assets, cannot be done without the appafvatiareholders representing 70% of the total gotights of all shareholders having the right
to vote at such general meeting called to consideh extraordinary transaction. These provisior@iinconstitutive documents may increase
the difficulty faced by a party which seeks to aog@ontrol of our board or to approve an extramady transaction.

In 2007, we entered into change in control severageements with certain executive officers purst@awhich we agreed to pay cert
severance payments if a change in control everddfised in the change in control severance agratsheccurs and the employment of such
executive officer is terminated by our company othan for cause or by such executive officer foodreasons within two years following 1
occurrence of the change in control event. Thesa@hs in control agreements may increase the tagparty seeking to effect a change in
control of our company.

Future sales, pledge or issuance of common shargsi® or our current shareholders could depress @inare price and you may suffer
dilution.

Sales of substantial amounts of shares in the puidirket, the perception that future sales maymaeuhe pledge of a substantial por
of our common shares could depress the prevailiaket price of our shares. As of March 31, 2011 hae approximately 33 million shares
outstanding. ThaiLin, Siliconware Precision, Moseld DLS Capital Management, LLC, our four largadsireholders, owned 6,474,211,
3,043,749, 2,798,659 and 1,925,975 common sharesMarch 31, 2011, respectively, representinghmdggregate of approximately 43.79
our outstanding common shares. See “Item 7. Mdjaréholders and Related Party Transactions — Matjareholders”. As of March 31,
2011, we had US$2 million in aggregate principabant of the 2006 Notes outstanding and US$2 millioaggregate principal amount of the
2009 Notes outstanding, and US$2 million in aggiegaincipal amount of the 2010 Notes outstandirige 2006 Notes, 2009 Notes and 2010
Notes are convertible into our common shares atoheersion price of US$27.40 per share, US$5.0GIpare and US$5.00 per she
respectively. As of the date of this Annual ReortForm 20-F, the 2006 Notes have been redeemetharZ)09 Notes and 2010 Notes have
been converted into our common shares.

Mosel in the past decided to sell a significantiiporof our common shares in order to raise fuilsune 2006, Mosel sold 6,956,522
(1,739,130) common shares through its wholly-owsasidiary, Giant Haven, under a shelf registrasimtement which has since expired. In
addition, in March 2007, we issued 12,174,998 (3,049) common shares pursuant to a share purchdssiscription agreement with
ChipMOS Taiwan and Siliconware Precision, and wereal into a registration rights agreement in M&@@7 with Siliconware Precision,
pursuant to which we granted to Siliconware Preaigiertain rights to require us to register thesaroon shares for sale under the Securities
Act. In July 2007, Mosel sold 8,121,266 (2,030,3d&nmon shares through Giant Haven to ProMOS amegeRech Technology, and we then
granted Giant Haven, ProMOS and Powertech Techgaledain rights to require us to register thesammon shares for sale under the
Securities Act. For a shareholder that is not diilisae these shares may be resold pursuant te Rd#l after lapse of the applicable holding
period. In 2008, ProMOS failed to meet its payrmabiigations to ThaiLin. Subsequently in March 2008aiLin acquired 4,060,633
(1,015,158) common shares from ProMOS pursuars tenforcement of the collateral under a Stock grdetigreement between ThaiLin and
ProMOS dated December 3, 2008. Furthermore, ea8iliobnware Precision, Mosel and ThaiLin may b&edb sell, in any three-month
period, that number of those ChipMOS common shidyaseach of Siliconware Precision, Mosel and Thadwns, as the case may be, up to
the greater of (i) one percent of our outstandimignimon shares or (ii) the average weekly tradingwa of our common shares as reported on
the NASDAQ Capital Market during the four calendageks prior to filing a notice under Rule 144(h) émy such sales pursuant to Rule 144
(e) under the Securities Act.
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On September 14, 2007, ChipMOS Bermuda issued 804151,031) common shares pursuant to a shar@aegehransaction with
ChipMOS Taiwan, under which ChipMOS Bermuda excleaihgne common share for every 8.4 ChipMOS Taiwaneshthen outstanding.
Following the completion of the share exchangesaation, ChipMOS Taiwan became our wholly-ownedsglifry. In February 2010, we
agreed to sell 15.8% of ChipMOS Taiwan’s outstagdihares to Siliconware Precision. In January 20ELshare purchase transaction was
completed and we subsequently owned 84.2% of ChiM@iwan’s outstanding shares. We plan to issoe) fime to time, additional shares
in connection with employee compensation and tarfae possible future capital expenditures, investmer acquisitions. See “ltem 6.
Directors, Senior Management and Employees—Shatiei®©plan and Share Appreciation Rights Plan” faisztussion of the Share Option
Plan that we have adopted for the benefit of ablwfdirectors, officers, employees and consultdrtte issuance of additional shares may have
a dilutive effect on other shareholders and mageadhe price of our common shares to decrease.

In addition, the indictment relating to Mr. Hung4iGlHu alleges that embezzled funds were used iestments by PacMOS, which, as of
March 31, 2011, owned 2% of our outstanding comstares. As a result, PacMOS may be ordered byare@uthorities to dispose of its
investments made with any embezzled funds, which masult in a sale of our shares by PacMOS. A giesignificant number of our shares
by PacMOS or our other current shareholders cogftebss our share price.

The share numbers disclosed in the foregoing notegain corresponding adjusted figures in bracietwting the effect of Company’s
1-for-every-4 reverse stock split effective on Jag21, 2011.

If the trading price of our common shares declinese may face a limited public market for our commshares and reduced availability «
future debt or equity financing

Companies listed on the NASDAQ Stock Market (“NASQA are subject to delisting for, among other tsipfgilure to maintain a
minimum closing bid price of US$1.00 per shareddrconsecutive business days. Though we are inl@mp with the NASDAQ Listing
Rules as of the date of this Annual Report on F2@ak, we were not in compliance with the minimurd price requirement from
September 15, 2009 until May 5, 2010, when we reghtompliance. During this time, we applied ford NASDAQ approved, the transfer of
our listing from NASDAQ Global Select Market to NB3Q Capital Market. If the bid price of our commstock falls below US$1.00 per
share for 30 consecutive business days again ifuthee, we may be subject to delisting. If our ecnam shares are delisted from the NASDAQ
Capital Market, our common shares would likely &&ulthe over-the-counter market, which could msddéng our common shares more
difficult. Smaller quantities of shares would likdde bought and sold, transactions could be de|aysdi security analysts’ coverage of us may
be reduced. In addition, in the event our commaneshare delisted, broker-dealers have certaidatgy burdens imposed upon them, which
may discourage broker-dealers from effecting tratisas in our common shares. These factors comdd bur common shares’ liquidity and
result in lower prices and larger spreads in tloedid ask prices for our common shares.

Future declines in our share price could also &iganitly impair our ability to raise additional ressary capital through equity or debt
financing, and could significantly increase owngrdtilution to shareholders caused by our issuipgjtg in financing or other transactions. A
general permission under the Exchange Control B¢2land the Exchange Control Regulation 1973 (dner aelevant legislations and
regulations) has been given by the Bermuda Mon&atkority (the “BMA”) for the issue and transfef @ur common shares, notes and other
securities to and between non-residents of Bernmwudaxchange control purposes, provided that omrraon shares remain listed on an
appointed stock exchange (which includes listinghsMNASDAQ Capital Market). There can be no aswmedhat the BMA will give the same
or a similar consent in the event our common shareso longer listed on the NASDAQ Capital Mareinother appointed stock exchange.
In the absence of such a general consent, speoffisents of the BMA would be required for all issaed transfers of our shares, notes and
other securities, unless such issues and/or tnafsf under certain exemptions as provided byBMA.
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ltem 4. Information on the Company
Overview of the Company

We believe that we are one of the leading indepetnpi@viders of semiconductor testing and assersdlyices. Specifically, we believe
that we are one of the leading independent prosidétesting and assembly services for LCD andrdtaepanel display driver semiconduct
in Taiwan and for advanced memory and logic/mixigeha products in Taiwan and Mainland China. Thpttef our engineering expertise
and the breadth of our testing and assembly teolgied enable us to provide our customers with acke@@and comprehensive testing and
assembly services. In addition, our geographicepres in Taiwan and Mainland China is attractiveustomers wishing to take advantage of
the logistical and cost efficiencies stemming froam close proximity to foundries and producersafisumer electronic products in Taiwan .
Mainland China. Our production facilities are l@in Hsinchu and Tainan, Taiwan and Shanghai, lslia¢hChina.

Our Structure and History

We are a holding company, incorporated in Augui2nder the Companies Act 1981 of Bermuda (as dathr(the “Bermuda
Companies Act”), under the name “ChipMOS TECHNOL@GI(Bermuda) LTD.” Our principal place of businestcated at No. 1, R&D
Road 1, Hsinchu Science Park, Hsinchu, Taiwan, Blgpaf China and our phone number is (886) 3 5838 We provide most of our servi
in Taiwan through our subsidiary, ChipMOS TECHNOLIES INC., or ChipMOS Taiwan, in which we hold a oy ownership interest,
and its subsidiaries and investees. We also pragdéces in Mainland China through ChipMOS TECHNILIES (Shanghai) LTD., or
ChipMOS Shanghai, a wholly-owned subsidiary of MGINEMIND TECHNOLOGY LIMITED, or Modern Mind, whichs one of our
controlled consolidated subsidiaries. As of Maréh 2011, ThaiLin Semiconductor Corp., or ThaiLim29% owned subsidiary of ChipMOS
Taiwan, owned 19.9% of our common shares, Silicoawaecision Industries Co., Ltd., or Siliconwaredtsion, owned 9.3% of our common
shares, and Mosel Vitelic Inc., or Mosel, indirgaiivned 8.6% of our common shares.

The following chart illustrates our corporate sture and our equity interest in each of our printgubsidiaries and affiliates as of March 31,
2011.

ChiphOs TECHNOLOGEIES (Bermuda) LTD m Jesper
{ Bermuda) Limited
_______________________ 1I
i
(2 100,09 i3) £4.2%, S 100.0%
L4 L J
ChipMOS TECHNOLOGIES (H.K.) ChipMOs SAODERN MIND
Limited {Hong Kong) TECHNOLOGIES INC, TECHNOLOGY LIMITED
(Taiwan) (BYI1)

2 gy, | 04.0%%
l 4299 v

ChiphMOS TECHNOLOGIES

Phailin Semiconductor Cenp. {Shanghai) LTD
[Taiwan) (People’s Republic of China)
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Notes:

(1) Under ROC Financial Accounting Standards aredréfyulations of the Taiwan Securities and FutBwggau, we are required to consolidate the findmegults of any subsidiaries in
which we hold a controlling interest or voting irgst in excess of 50%. We consolidated the findmegults of ChipMOS Taiwan, ChipMOS Japan (whidsviquidated in October
2009), ChipMOS USA, ChipMOS TECHNOLOGIES (H.K.) Lited, or ChipMOS Hong Kong (which is in the proce$$iquidation as of March 31, 2011), Modern Miriid, wholly-
owned subsidiary, ChipMOS Shanghai and Thai

(2) As of March 31, 2011, 3,899,999 shares of Cl@@/Hong Kong were issued to us and one share wasdgo Shih-Jye Cheng, our chairman and chiefutixecofficer, representing
100% of the then issued share capital of ChipMO8gH¢ong. Shi-Jye Cheng holds the one share issued to him asdrfe and on behalf of our compa

(3) On March 27, 2007, we completed a share puechad subscription transaction with ChipMOS Taiwad Siliconware Precision, under which we and Clgy8vTaiwan purchased all
of Siliconware Precision’s equity interest in Chi@8 Taiwan, and Siliconware Precision subscribet?t©74,998 (3,043,749 shares as taking into effettfor-every-4 reverse stock
split effective on January 21, 2011) of our neveisuied common shares through a private placemefdwitg such transaction, on September 14, 2007covepleted a share exchange
transaction with ChipMOS Taiwan pursuant to whighexchanged one common share for every 8.4 ChipW&d8an shares. Following the completion of the stetchange
transaction, ChipMOS Taiwan became our wholly-owsebisidiary. In February 2010, we agreed to seB%bof ChipMOS Taiwan'’s outstanding shares to Siligare Precision. The
share purchase transaction was completed in Ja@0ady As of March 31, 2011, we owned 84.2% of G/QS Taiwar's outstanding share

(4) We control Modern Mind through our ownershipaatonvertible note issued by Modern Mind that rhayonverted into a controlling equity interesModern Mind. We do not
currently own any equity interest in Modern Minchi@gMOS Shanghai is a whollgwned subsidiary of Modern Mind. Under the MMT Apsinent Agreement, ChipMOS has agree
sell the MMT Notes to ThaiLin for a purchase prideapproximately US$40 million subject to certalosing conditions. Post completion of MMT Assignrh&greement transaction,
Thailin is expected to immediately convert the MIN®tes into common shares of Modern Mind and pureladisof the remaining common shares of Modern Mindch Jesper, with
ChipMOS Shanghai becoming a whi-owned subsidiary of ThaiLin. The MMT Assignment Agment is expected to be completed in the fourgntgquof 2011

Below is a description of our principal consolidhgbsidiaries:

ChipMOS TECHNOLOGIES INC.ChipMOS Taiwan was incorporated in Taiwan in JW@1 as a joint venture company of Mosel and
Siliconware Precision and with the participatiorotfier investors. Its operations consist of thérigsand assembly of semiconductors as well
as gold bumping and memory module manufacturing aéépiired our interest in ChipMOS Taiwan by issudg common shares to ChipM(
Taiwan’s shareholders in exchange for their 70.8#8eholding in ChipMOS Taiwan in January 2001. bidber 2001, ChipMOS Taiwan
issued 6,911,732 common shares as employee bohugdscember 2002, we issued 531,175 (132,793) aamshares in exchange for
5,633,442 ChipMOS Taiwan common shares held byetbawployees.

On March 27, 2007, we completed a share purchasswscription transaction with ChipMOS Taiwan &ileconware Precision, under
which we and ChipMOS Taiwan purchased all of Siliware Precision’s equity interest in ChipMOS Taiwand Siliconware Precision
subscribed to 12,174,998 (3,043,749) of our nesdyéd common shares through a private placememtf March 31, 2007, we held 99.1% of
the outstanding common shares of ChipMOS Taiwan.

On September 14, 2007, we completed a share exetliengsaction with ChipMOS Taiwan pursuant to whighexchanged one comrr
share for every 8.4 ChipMOS Taiwan shares. In cotimre with the share exchange transaction, ChipNB@8nuda and ChipMOS Taiwan p
in the aggregate NT$53 million in cash to purcHaaetional shares and shares held by dissentingkbhlers, and ChipMOS Bermuda issued
604,124 (151,031) new common shares. Followingtmepletion of the share exchange transaction, CRiSMaiwan became our wholly-
owned subsidiary. In February 2010, we agreedltd 568% of ChipMOS Taiwan’s outstanding shareSiliconware Precision. The share
purchase transaction was completed in January ZxLaf March 31, 2011, we owned 84.2% of ChipMOS~BEa's outstanding shares.

The share numbers disclosed in the foregoing notegain corresponding adjusted figures in bracletsoting the effect of Company’s
1-for-every-4 reverse stock split effective on Jag1, 2011.

ChipMOS TECHNOLOGIES (H.K.) LimitedChipMOS Hong Kong (formerly ChipMOS Far East Lind}avas incorporated in Hong
Kong in November 2002. It is engaged in semiconmtuetsting and assembly services and trading akgparts and tools. Effective May 31,
2005, the name of ChipMOS Far East Limited was ghdrto ChipMOS TECHNOLOGIES (H.K.) Limited. As ofavth 31, 2011, we held
100% of the outstanding common shares of ChipMOBgH¢ong. As of the date of this Annual Report omr@0+, ChipMOS Hong Kong i
in the process of liquidation.
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MODERN MIND TECHNOLOGY LIMITED and ChipMOS TECHNOLGGIES (Shanghai) LTD.Modern Mind was incorporated in
the British Virgin Islands in January 2002. Modétimd conducts its operations through ChipMOS Shanghwholly-owned subsidiary
incorporated in Mainland China in June 2002. Chigd/8hanghai is engaged in wafer testing and semimbodassembly and testing. We
acquired a 100% equity interest in Modern Mind at®mber 12, 2002, and then transferred it to JespBrecember 31, 2002. In 2003, we
acquired from Jesper a convertible note in the amolUS$37.5 million issued by Modern Mind thatyrize converted into a controlling
equity interest in Modern Mind at a conversion r@tene ordinary share of Modern Mind for every WS if the repayment is not made wil
due. In 2004, we restructured our control of ChipfM&hanghai and our Mainland China operations. @n28y 2004, we replaced the US$:
million convertible note previously issued by Moddfind in its entirety with a US$62.8 million denthnote issued by Modern Mind, with 1
difference representing a US$25 million loan thatextended to Modern Mind from the net proceedsuofJuly 2004 offering of common
shares. In addition, we extended a loan in theeagge amount of US$50 million to Modern Mind frome ihet proceeds of our November 2004
convertible debt offering in exchange for demantéadssued by Modern Mind in the same aggregatauatr{the “MMT Notes”). The MMT
Notes are convertible at any time into common shegpresenting, immediately after the conversibmpat 100% of the then outstandi
common shares of Modern Mind at a conversion ratéS$1.00 for each common share of Modern Mind.nRayt under the MMT Notes are
fully and unconditionally guaranteed by Jesper sexlred by a pledge agreement in respect of tlre eojuity interest in Modern Mind and
ChipMOS Shanghai. We have obtained from Jesperavoicable option to acquire at any time the comstwares of Modern Mind then owr
by Jesper. Under an assignment and assumptionnagnésigned on April 22, 2011 (the “MMT Assignmémgreement”), ChipMOS has
agreed to sell the MMT Notes to ThailLin for a puast price of approximately US$40 million subjectéotain closing conditions. Post
completion of MMT Assignment Agreement transactidhailLin is expected to immediately convert the MM®tes into common shares of
Modern Mind and purchase all of the remaining comrslsares of Modern Mind from Jesper, with ChipMOfarighai becoming a wholly-
owned subsidiary of ThaiLin. The MMT Assignment Agment is expected to be completed in the fouréntguof 2011. As of March 31,
2011, the aggregate amount of total loans we eettitm Modern Mind was US$130.3 million.

On April 22, 2004, ChipMOS Hong Kong and ChipMOSaBghai entered into an exclusive services agreerperguant to which
ChipMOS Shanghai will provide its services exclggto ChipMOS Hong Kong or customers designate@€bypMOS Hong Kong. Under the
exclusive services agreement, ChipMOS Hong Konbpaitichase and consign to ChipMOS Shanghai atheftguipment required to render
those services. The exclusive services agreemsrd berm of ten years, which is automatically resigle for an additional ten-year period
unless either party provides written notice of imti@n to terminate at least 30 days prior to theirtion of such ten-year term. In addition,
ChipMOS Hong Kong may terminate the exclusive ssEwiagreement at any time by giving 30 days’ pidgtten notice. The exclusive
services agreement was terminated on July 1, 2010.

On July 1, 2010, ChipMOS Bermuda and ChipMOS Shanghitered into an exclusive services agreemengupat to which ChipMOS
Shanghai provides services exclusively to ChipM@®nida or customers designated by ChipMOS Bermuidder the exclusive services
agreement, ChipMOS Bermuda agrees to procure sextpiipment required to render those services ansign such equipment for the
exclusive use of ChipMOS Shanghai. The exclusiveiees agreement has a term of ten years and unilessvise terminated by either party
giving at least 30 days prior written notice to ghepiration of such ten-year term, will automatizaknew for another ten-year term upon its
expiry. In addition, under the exclusive servicgeeament, ChipMOS Bermuda has the discretion toitete the exclusive services agreement
for any reason at any time by giving 30 days’ priwitten notice to ChipMOS Shanghai.

For risks associated with our investment in Maidl&hina and these contractual arrangements, s=a ‘3t Key Information—Risk
Factors—Risks Relating to Countries in Which We @at Operations—The investments in Mainland Chipalr controlled consolidated
subsidiary, Modern Mind, through ChipMOS Shanghat] the related contractual arrangements may resMlibsel or Siliconware Precision
violating ROC laws governing investments in Maimda@hina by ROC companies or persons. Any sanctiaridosel or Siliconware Precision
as a result of any violation of ROC laws may caudssel or Siliconware Precision to decrease its aslrip in us significantly or cause Mosel
or Siliconware Precision to take other actions thay not be in the best interest of our other di@ders” and “Item 3. Key Information — Risk
Factors—Risks Relating to Countries in Which We @@t Operations—Our current ownership structure@mdractual arrangements with
Jesper Limited, Modern Mind and ChipMOS Shanghaj n@t be effective in providing operational contoblour Mainland China operations”

31



Table of Contents

ThaiLin Semiconductor CorpThaiLin was incorporated in Taiwan in May 1996, antisted on the GreTai Securities Market in Taiwa
It is engaged in the provision of semiconductotigsservices. ChipMOS Taiwan acquired a 41.8%r@gtin ThaiLin in December 2002.
Under applicable accounting principles, ThaiLin wassolidated into our consolidated financial steats in 2003 because ChipMOS Taiwan
was deemed to exert significant control over Thaitlhrough common directors and management.

On March 4, 2008, ChipMOS Taiwan made a loan iamount of NT$145 million that bears interest aai 0f 4.69% per annum to
Taiwan Kolin Co. Ltd., or Kolin, a major sharehaldé ThaiLin, ChipMOS Taiwan’s 42.9% owned subsigliaNT$15 million of this loan was
repaid in 2008. The loan is secured by a pledgédiyn of 11 million common shares of ThaiLin. Sdé&e 7. Major Shareholders and Related
Party Transactions—Related Party Transactions—Th&kemiconductor Corp.”

As of March 31, 2011, ChipMOS Taiwan held (exclgdihe ThaiLin common shares pledged to us in cdiorewith the loan to Kolin)
a 42.9% interest in ThaiLin. Mr. Shih-Jye Cheng, cliairman and chief executive officer and theaoeand chairman of ChipMOS Taiwan,
is also a director and the chairman of ThaiLinadidition, five of the nine directors of ThaiLin appointed by ChipMOS Taiwan.

As of March 31, 2011, ThaiLin held 6,474,211 of outstanding shares, corresponding to 19.9% affalr outstanding shares. See
“Iltem 7. Major Shareholders and Related Party Taatisns — Related Party Transactions—ThaiLin Semicator Corp”.

Industry Background

We provide a broad range of back-end testing sesyincluding engineering testing, wafer probingd final testing of memory and
logic/mixed-signal semiconductors. We also offér@ad selection of leadframe-based and organidraibdased package assembly services
for memory and logic/mixed-signal semiconductorar @vanced leadframe-based packages includertral sutline packages, or TSOPs,
and our advanced organic substrate-based packagede fine-pitch ball grid array, or fine-pitch B(Gpackages. In addition, we provide gold
bumping, testing and assembly services for LCDahdr flat-panel display driver semiconductors mpeying TCP, COF and COG
technologies.

Semiconductors tested and assembled by us areérupedsonal computers, graphics applications, ssscpame consoles and personal
digital assistants, or PDAs, communications equiptgich as cellular handsets, and consumer etéctpooducts and display applications,
such as flat-panel displays. In 2010, 35.9% ofrmirrevenue was derived from testing services femory and logic/mixed-signal
semiconductors, 36.4% from assembly services fonomg and logic/mixed-signal semiconductors, and2¥from LCD and other flat-panel
display driver semiconductor testing and assemdilyises.

Semiconductor Industry Trends

Growth in the semiconductor industry is largelydri by end-user demand for consumer electroniespumications equipment and
computers, for which semiconductors are criticahponents. Highly cyclical, the worldwide semicontudndustry has experienced peaks
troughs over the last decade, with a severe dowrauthe end of 2000 that was followed by a modastvery in late 2002. Beginning in the
fourth quarter of 2008, the semiconductor industrjnmenced another downturn that increased in uegestted severity into the first quarter
of 2009. The overall semiconductor industry comneeho recover from the downturn in the second guart 2009 and the positive recovery
trend continues in 2010.

Selected Key Semiconductor Markets

After such time as a recovery occurs in end-userashel for new and improved electronic products gplieations that is sufficient to
reverse reduced demand trends that began in 2@Ddrarstill continuing, various sectors of the semnductor industry are in turn expected to
benefit from a resumption in growth. These sedmckide the memory semiconductor market, and thB la@d other flat-panel display driver
semiconductor market.
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Memory Semiconductor Market

The potential for memory market growth is linkedatgicipated memory content increases in consuteetrenics and PC applications
(after such time as a recovery occurs in end-userathd for these) due to increasing operating systguirements, increasing use of graphics
in gaming and other applications, continued groefthroadband content and a transition to 64-bitaRehitecture. The memory market is
dominated by two segments—DRAM and flash memoryet@l growth in the DRAM market is expected todveven by continued growth in
both the commaodity and niche DRAM market, as welgeowth opportunities in mobile DRAM as memoryuiggments significantly increase
for mobile applications. Flash memory market patmrowth is expected to be driven by increasirgmory requirements for cellular
handsets, digital cameras, digital audio /videdl @tfher mobile applications.

LCD and Other Flat-Panel Display Driver Semicondwdarket

Flat-panel displays are used in applications ssdA@ monitors, notebook computers, television setfjlar handsets and digital
cameras. The end-user demand for LCD and othepdlael display driver semiconductor experiencedwardurn in 2007 and 2008. The LCD
driver market started to recover in the secondtquaf 2009 and the positive recovery trend corgmim 2010.

Logic/Mixed-Signal Semiconductor Market

The communications market is one of the main dsivdmpotential growth in the semiconductor industrygic/mixed-signal
semiconductors, which are chips with analog fumeatily covering more than half of the chip are&, largely used in the communications
market. The increasing use of digital technologgdmmunications equipment requires chips with latigiital and analog functionality for
applications such as modems, network routers, Bestccable set-top boxes and cellular handsetheAsize and cost of cellular handsets and
other communications-related devices have decreasathonents have increased in complexity. Logixéalisignal semiconductors, such as
LCD controllers and DVD controllers, are also ugedonsumer electronic products.

Overview of the Semiconductor Manufacturing Process

The manufacturing of semiconductors is a complecgss that requires increasingly sophisticatednereging and manufacturing
expertise. The manufacturing process may be bradidiged into the following stages:

.l
i
Front End Clrcuit =% Wafer = ChipMOS
Design Fahrication Wafer
Probe
‘.-I ey ‘-'- o ——
Back End ChipMOS ChipMOS
Final Assembly
Teut
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Process Description
Circuit Design The design of a semiconductor is developed by tagit circuit patterns and interconnectic
Wafer Fabricatior Wafer fabrication begins with the generation ohatemask, a photographic negative onto which aitticesign

pattern is etched or transferred by an electrombaalaser beam writer. Each completed wafer castaiany
fabricated chips, each known as a

Wafer Probe Each individual die is then electrically testedpoobed, for defects. Dies that fail this test@diszarded, or, in sorr
cases, salvaged using laser ref

Assembly The assembly of semiconductors serves to protedlith facilitates its integration into electroeigstems and enabl
the dissipation of heat. The process begins wildihing of the wafers into chips. Each die isxafti to a leadframe-
based or organic substrate-based package. Thetrjedéconnections are formed, in many cases Imneoting the
terminals on the die to the inner leads of the pgekusing fine metal wires. Finally, each chiprisagsulated for
protection, usually in a molded epoxy enclos!

Final Test Assembled semiconductors are tested to ensuréghthdevice meets performance specifications. Tgstkes place
on specialized equipment using software customiaedach application. For memory semiconductoris, ghocess
also includes “burn-in” testing to screen out défecdevices by applying very high temperatures asithges on to
the memory device

Outsourcing Trends in Semiconductor Manufacturing

Historically, integrated device manufacturers,DMis, designed, manufactured, tested and asseméheid@nductors primarily at their
own facilities. In recent years, there has beeerdtin the industry to outsource stages in theufsauring process to reduce the high fixed
costs resulting from the increasingly complex mastifring process. Virtually every significant stajéhe manufacturing process can be
outsourced. The independent semiconductor manuifagtservices market currently consists of waférifzation and probing services and
semiconductor testing and assembly services. Mdkeownorld’s major IDMs now use some independemisonductor manufacturing
services to maintain a strategic mix of internal anternal manufacturing capacity. We believe thanhy of these IDMs are significantly
reducing their investments in new semiconductdirtgsand assembly facilities.

The availability of technologically advanced indegent semiconductor manufacturing services haseslabled the growth of “fabless”
semiconductor companies that focus exclusivelyesnisonductor design and marketing and outsourdeftdarication, testing and assembly
requirements to independent companies.

We believe the outsourcing of semiconductor martufaw services, and in particular of testing asgeanbly services, will increase for
many reasons, including the following:

Significant Capital Expenditure Requirememsiven by increasingly sophisticated technologiegjuirements, wafer fabrication, testing
and assembly processes have become highly complpxring substantial investment in specializedigepent and facilities and sophisticated
engineering and manufacturing expertise. In adajiggwoduct life cycles have been shortening, magmifthe need to continually upgrade or
replace manufacturing, testing and assembly equiptneaccommodate new products. As a result, n@astments in in-house fabrication,
testing and assembly facilities are becoming lessrdble for IDMs because of the high investmests;as well as difficulties in achieving
sufficient economies of scale and utilization ratebe competitive with the independent serviceviglers. Independent foundry, testing and
assembly companies, on the other hand, are abdaliae the benefits of specialization and achiez@nomies of scale by providing services to
a large base of customers across a wide rangediipts. This enables them to reduce costs andeshproduction cycles through high capa
utilization and process expertise.

Increasing Focus on Core Competencigs the costs of semiconductor manufacturing faeglitncrease, semiconductor companies are
expected to further outsource their wafer fabraratiesting and assembly requirements to focus tegburces on core competencies, such as
semiconductor design and marketing.
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Time-to-Market Pressuréncreasingly short product life cycles have amedtiftime-to-market pressure for semiconductor coregan
leading them to rely increasingly on independemganies as a key source for effective wafer fabidnatesting and assembly services.

Semiconductor Testing and Assembly Services Industr

Growth in the semiconductor testing and assemblyices industry is driven by increased outsoura@hthe various stages of the
semiconductor manufacturing process by IDMs ante&sbsemiconductor companies.

The Semiconductor Industry and Conditions of Outsng in Taiwan and Mainland China

Taiwan is one of the world’s leading locations dotsourced semiconductor manufacturing. The serdiector industry in Taiwan has
developed such that the various stages of the sahictor manufacturing process have been disaggeghus allowing for specialization.
The disaggregation of the semiconductor manufagjysrocess in Taiwan permits these semiconductoufaaturing service providers to
focus on particular parts of the production procdsselop economies of scale, maintain higher dapatilization rates and remain flexible in
responding to customer needs by lowering time-toketgpressure faced by semiconductor companiegeTdre several leading service
providers in Taiwan, each of which offers substrdapacity, high-quality manufacturing, leadinghésnductor wafer fabrication, test,
assembly and process technologies, and a full rahgervices. These service providers have acoems €ducated labor pool and a large
number of engineers suitable for sophisticated faturing industries. As a result, many of the wrlleading semiconductor companies
outsource some or all of their semiconductor mastufang needs to Taiwan’s semiconductor manufaaguseervice providers and take
advantage of the close proximity among facilitiesaddition, companies located in Taiwan are vetywa in the design and manufacture of
electronic systems, which has created significacelldemand for semiconductor devices.

Mainland China has emerged as a similarly attradtieation for outsourced semiconductor manufaeturMainland China is an
attractive manufacturing location for electroniogucts because companies can take advantage dfedueated yet low-cost labor force, cost
savings due to tax benefits and a large domestikeharhese factors have driven increased relotcationuch of the electronics industry
manufacturing and supply chain to Mainland China.idcreasing number of global electronic systemaufacturers and contract
manufacturers are relocating or have relocatedymtimh facilities to Mainland China. We believe titf@ese electronic product manufacturers
and contract manufacturers will source an increppirtion of their demand for semiconductors framionductor suppliers located in
Mainland China in order to reduce production cyiotees, decrease costs, simplify supply chain légisind meet local content requirement
line with this trend, we have in recent years exieahour operations in Mainland.

Our Strategy

Our goal is to reinforce our position as a leadimgpendent provider of semiconductor testing assgtiably services, concentrating
principally on memory, logic/mixed-signal and LCBdaother flat-panel display driver semiconductdise principal components of our
business strategy are set forth below.

Focus on Providing Our Services to Potential Growliegments of the Semiconductor Industry.

We intend to continue our focus on developing amyigding advanced testing and assembly servicepdtantial growth segments of the
semiconductor industry, such as memory, logic/migigghal and LCD and other flat-panel display drisemiconductors. In 2010, our revenue
from testing and assembly of semiconductors foseteegments accounted for all of our net revenweb®lieve that our investments in
equipment and research and development in soniesé tareas allow us to offer a differentiated serfriom our competition. In order to
benefit from the expected resumption of growthhiese segments, we intend to continue to invesipadcity to meet the testing and assembly
requirements of these key semiconductor market saggn
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Continue to Invest in the Research and DevelopmehAdvanced Testing and Assembly Technologies.

We believe that our ability to progressively pravithore advanced testing and assembly servicestoroars is critical to our business.
In addition, advanced semiconductor testing andrably services typically have the potential to gateehigher margins due to the greater
expertise required and the more sophisticated t#obies used. We will continue to invest in thesigagh and development of advanced testing
and assembly technologies. For example, we areneipgour capabilities in fine-pitch BGA, multi-ghpackage (MCP) and the testing and
assembly of COFs. We have also introduced fineagl©F based on our proprietary technology and C&Gnig and assembly services for
LCD and other flat-panel display driver semicondust

In addition, we will continue to pursue the devetegmt of new testing and assembly technologieslyoimith domestic and foreign
research institutions and universities. We expeébd¢us our research and development efforts iddtha@wing areas:

. developing new software conversion programs toeiase the capabilities of our teste

. developing technologies for wa-level burr-in and testing before assemt

. developing advanced assembly technologies for-speed memory device

. developing fin-pitch bumping, chip probing and bonding technoledar LCD drivers:

. improving manufacturing yields for new assembhhtedogies;

. developing environmentally friendly assembly seesgithat focus on eliminating the lead and halogements from the materia
employed in the package and reducing the toxidityaseous chemical wastes; ¢

. implementing of radio frequency identification (RFllogistics management system for the wafer prolpirocess

In 2010, we spent approximately 2.4% of our neerexe on research and development. We will contiourevest our resources to recruit
and retain experienced research and developmesdmpezl. As of March 31, 2011, our research andldpwgent team comprised 264 persons.

Build on Our Strong Presence in Taiwan and Expandu©Operations Outside Taiwan.

We intend to build on our strong presence in keytars of semiconductor and electronics manufaayuiergrow our business. Currently,
most of our operations are in Taiwan, one of theldi®leading locations for outsourced semiconduatanufacturing. This presence provides
us with several advantages. First, our proximitpttter semiconductor companies is attractive téotners who wish to outsource various
stages of the semiconductor manufacturing pro&essond, our proximity to many of our suppliers,toogers and the end-users of our
customersproducts enables us to be involved in the earlyestaf the semiconductor design process, enhancebiity to quickly respond t
our customers’ changing requirements and shortensustomers’ time-to-market. Third, we have actéess educated labor pool and a large
number of engineers who are able to work closeti wur customers and other providers of semicomduntinufacturing services.

As with our operations in Taiwan, we intend to $ary benefit from our operations in Mainland Chige intend to invest in and expz
our operations in Mainland China, increasing ostitg and assembly services for memory and logichisignal semiconductors.

Depending on customers demands, market conditioth®#ner relevant considerations, we may from tiongéme look into other
opportunities to expand our operations outside @aiw

Expand Our Offering of Vertically Integrated Servis.

We believe that one of our competitive strengthsuisability to provide vertically integrated sexes to our customers. Vertically
integrated services consist of the integratedriigstissembly and direct shipment of semicondudtoesnd-users designated by our customers.
Providing vertically integrated services enablesoushorten lead times for our customers. As timeitirket and cost increasingly become
sources of competitive advantage for our custontleey, increasingly value our ability to provide thevith comprehensive back-end services.
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Through ChipMOS Taiwan, ThaiLin and ChipMOS ShangWa are able to offer vertically integrated seed for a broad range of
products, including memory, logic/mixed-signal &r@D and other flat-panel display driver semicondust We believe that these affiliations,
which offer complementary technologies, producits services as well as additional capacity, willtawne to enhance our own development
and expansion efforts into new and potential growtrkets. We intend to establish new alliances ieélding companies and, if suitable
opportunities arise, engage in merger and acquiséctivities that will further expand the serviees can provide.

Focus on Increasing Sales through Long-Term Agreente with Key Customers as well as Business with 8ena&Customers.

From time to time, we strategically agree to comanortion of our testing and assembly capacitettain of our customers. We intend
to continue focus on increasing sales to key custsrihrough long-term capacity agreements. Theomests with which we currently have
long-term agreements include a reputable mixedasigmstomer based in the US. See “— Customersw&lo a more detailed discussion of
these long-term agreements.

Recent global market and economic conditions haes hunprecedented and challenging with tight ciediditions and recession in m
major economies continuing into 2010. Beginnin@®®8, we also resumed our focus on our busine$ssmialler customers or customers who
do not place orders on a regular basis. We betleatethe dual focused strategy would assist ug togiter prepared for the current economic
volatility and ensure maximum utilization rate afr@apacity and help us to develop closer relaligosswith all types of our customers.

Principal Products and Services
The following table presents, for the periods shomgrenue by service segment as a percentage okebuevenue.

Year ended December 31,

2008 2009 2010
Testing
Memory testing revenu 48.4% 38.2% 32.4%
Logic/mixec-signal testing revent 3.3 4.3 3.5
Total testing revenu 51.7 42.5 35.9
Assembly
Memory assembly revent 27.0 27.5 29.7
Logic/mixec-signal assembly reveni 4.8 8.4 6.7
Total assembly revent 31.8 35.9 36.4
LCD and other fle-panel display driver semiconductor testing and rag$e revenue 16.5 21.6 27.7
Total net revenu 100.0% 100.0% 100.0%
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Memory and Logic/Mixed-Signal Semiconductors
Testing
We provide testing services for memory and logigédisignal semiconductors:

Memory.We provide testing services for a variety of memsgyniconductors, such as SRAM, DRAM and flash mgmbo speed up the
time-consuming process of memory product testirggprovide multisite testing, which can test up to 256 devices kanaously. The memo
semiconductors we test are used primarily in dgs&tomputers, notebook computers and handheld carselectronic devices and wireless
communication devices.

Logic/Mixed-SignalWe conduct tests on a wide variety of logic/mixéghal semiconductors, with lead counts ranging fthmsingle
digits to over 1024 and operating frequencies ofou®00 MHz. The semiconductors we test includsd¢hased for networking and wireless
communications, data communications, graphics &idabntrollers for home entertainment and persoonaiputer applications. We also test a
variety of application specific integrated circyits ASICs, for applications such as cellular hatsisdigital still cameras and personal digital
assistants.

The following is a description of our pre-assentelsting services:

Engineering TestingVe provide engineering testing services, includiofiware program development, electrical desigidagibn,
reliability and failure analyses.

. Software Program DevelopmeDesign and test engineers develop a customizedaaftprogram and related hardware to
semiconductors on advanced testing equipment. foruzed software program is required to test th&auwnity of each particular
semiconductor to its particular function and speatfon.

. Electrical Design ValidationA prototype of the designed semiconductor is suteahito electrical tests using advanced test
equipment, customized software programs and relzedware. These tests assess whether the protgymieonductor complies
with a variety of different operating specificat&grncluding functionality, frequency, voltage, mmt, timing and temperature ran

. Reliability AnalysisReliability analysis is designed to assess the-teng reliability of the semiconductor and its abitity of use
for its intended applications. Reliability testingay include operatingife evaluation, during which the semiconductositbjected t
high temperature and voltage te:

. Failure AnalysisIf the prototype semiconductor does not perforragecifications during either the electrical validator
reliability analysis process, failure analysis ésfprmed to determine the reasons for the fail&gepart of this analysis, the
prototype semiconductor may be subjected to a tyaoietests, including electron beam probing areteical testing

Wafer ProbingWafer probing is the step immediately before theeatbly of semiconductors and involves visual inipa@nd electrica
testing of the processed wafer for defects to enthat it meets our customers’ specifications. Wpfebing employs sophisticated design and
manufacturing technologies to connect the termiafksach chip for testing. Defective chips are redrkn the surface or memorized in an
electronic file, known as a mapping file, to fataite subsequent processing.

Laser Repairingln laser repairing of memory products, specificypal metal fuses are blown after wafer probingralde a spare row
column of a memory cell to replace a defective mgnaell.

After assembly, we perform the following testing\éees:

Burn-In TestingThis process screens out unreliable products Usgtgtemperature, high voltage and prolonged stesssure that
finished products will survive a long period of emser service. This process is used only for merpoogucts.
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Top Marking.By using either a laser marker or an ink markerpveek products according to our customers’ spaifimis, including the
logo, product type, date code and lot number.

Final Testing Assembled semiconductors are tested to ensur¢héndevices meet performance specifications. Tstsonducted using
specialized equipment with software customizedeieh application in different temperature condgiognging from minus 45 degrees celsius
to 85 degrees celsius. One of the tests includesdsgesting to classify the parts into differerdexpgrades.

Final Inspection and Packingrinal inspection involves visual or auto-inspectadrthe devices to check for any bent leads, inateu
markings or other construction defects. Packinglves dry packing, packing-in-tube and tape ant By pack involves heating
semiconductors in a tray at 125 to 150 degreesusdisr about two hours to remove the moisture feetbe semiconductors are vacuum-sealed
in an aluminum bag. Packing-in-tube involves pagkime semiconductors in anti-static tubes for sleipinTape and reel pack involves
transferring semiconductors from a tray or tubeo@t anti-static embossed tape and rolling the ¢ape a reel for shipment to customers.

Assembly
Our assembly services generally involve the folloywteps:

Wafer Lapping The wafers are ground to their required thickn

Die Saw Wafers are cut into individual dies, or chips, negaration for the d-attach proces:

Die Attach Each individual die is attached to the leadframeutrstrate

Wire Bonding Using gold wires, the 1/0O pads on the die are cotatkto the package inner lea

Molding The die and wires are encapsulated to provide palysupport and protectio

Marking Each individual package is marked to provide prodientification.

Dejunking anc Mold flash is removed from between the lead shasltlerough dejunking, and the dambar is cut duitfire

Trimming trimming process

Electrical Plating A solderable coating is added to the package leageevent oxidization and to keep solder wettgbif
the package lead

Ball Mount and Each electrode pad of the substrate is first pdimtgh flux, after which solder balls are mountbadated

Reflow and attached to the electrode pad of the subdimaiegh a reflow over

Forming/Singulatior ~ Forming involves the proper configuration of thevide packages leads, and singulation separates the
packages from each oth

We offer a broad range of package formats desitmedovide our customers with a broad array of mdyg services. The assembly
services we offer customers are leadframe-basddagas, which include thin small outline packagesl, @rganic substrate-based packages,
including fine-pitch BGA.

The differentiating characteristics of these paelsaigclude:

. the size of the packag

. the number of electrical connections which the paekcan suppor

. the electrical performance and requirements optiekage; an

. the heat dissipation requirements of the pack
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As new applications for semiconductor devices negsimaller components, the size of packages haslatgeased. In leading-edge
packages, the size of the package is reducedttsljgbtly larger than the size of the individuig itself in a process known as chip scale
packaging.

As semiconductor devices increase in complexity,rthmber of electrical connections required alsosiases. Leadframe-based products
have electrical connections from the semicondudémice to the electronic product through leadshenpterimeter of the package. Organic
substratebased products have solder balls on the bottoreopackage, which create the electrical connectigisthe product and can supg
large numbers of electrical connections.

Leadframe-Based Packagdsiese are generally considered the most widely paeklage category. Each package consists of a
semiconductor chip encapsulated in a plastic mgldompound with metal leads on the perimeter. @h&gn has evolved from a design
plugging the leads into holes on the circuit bdard design soldering the leads to the surfachetircuit board.

The following diagram presents the basic componeh¢sstandard leadframe-based package for meneonicenductors:

Epoxy
Gold Wire Encapsulation

£ . : v 3
"1\ - " — . / 4+ Lead

IC Chip Tape

To address the market for miniaturization of poeadectronic products, we are currently develognd will continue to develop
increasingly smaller versions of leadframe-baseatk@ges to keep pace with continually shrinking semductor device sizes. Our advanced
leadframe-based packages generally are thinnesraatler, have more leads and have advanced thamdaglectrical characteristics when
compared to traditional packages. As a result ofcontinual product development, we offer leadfrdmased packages with a wide range of
lead counts and sizes to satisfy our customersiiregpents.

The following table presents our principal leadfeabased packages, including the number of leadadh package, commonly known as
lead-count, a description of each package andrtiauser applications of each package.

Package Lead-count  Description End-User Applications

Plastic Leaded Chip Carrier (PLC 32-44 Package with leads on four sides use Copiers, printers, scanners, persc
consumer electronics products in which computers, electronic games, monitors
the size of the package is not vi

Plastic Dual-in-line Package (PDIP) 16-56 Package with insertion leads on longer Electronic games, monitors, copiers,
sides used in consumer electronics printers, audio and video products,
products personal computel

Thin Small Outline Package | (TSOF 28-56 Designed for high volume production  Notebook computers, persor
low lead-count memory devices, computers, still and video cameras and
including flash memory, SRAM and standard connections for peripherals for
MROM computers

Thin Small Outline Package Il (TSOP 24-86 Designed for memory devices, includ Disk drives, recordable optical di
flash memory, SRAM, SDRAM and drives, audio and video products,

DDR DRAM consumer electronics, communication
products
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Quad Flat Package (QFP) 44208

Quad Flat No Lead (QFN) 8-132

Low-Profile Quad Flat Package (LQFP) 48-128

Thin Quad Flat Package (TQF 44-128

Small Outline Package (SO 8

Multi-Chip Package (TSOP with organic  24-86
substrate)

Flat structure with 4-sided peripheral Wireless communication products,
leads designed for SRAM, graphic notebook computers, personal comput
processors, personal computer chipsets consumer electronics

and mixer-signal device:

Thermal enhanced quad flat no lead Wireless communication products,
package providing small footprint (chip notebook computers, PDAs, consumer
scale), light weight with good thermal  electronics

and electrical performant

Low-profile and light weight package Wireless communication products,
designed for ASICs, digital signal notebook computers, digital cameras,
processors, microprocessors/controllers, cordless/radio frequency devices
graphics processors, gate arrays, SSk

SDRAM, personal computer chipsets ¢

mixec-signal device!

Designed for lightweight portab Notebook computers, persor

electronics requiring broad performance computers, disk drives, office equipment,

characteristics and mixed-signal devices audio and video products and wireless
communication produc!

Designed for low lee-count memory an  Personal computers, consun
logic semiconductors, including SRAM electronics, audio and video products,
and micre-controller units communication produc!

Our patented design for memory devicesNotebook computers, persor

including SRAM, DRAM and SDRAM  computers, disk drives, audio and video
products, consumer products,
communication produc!

Organic Substrate-based Packagas.the number of leads surrounding a traditionatifeamebased package increases, the leads mt
placed closer together to reduce the size of thkgme. The close proximity of one lead to anotlaer areate electrical shorting problems and
requires the development of increasingly sophigit@and expensive techniques to accommodate thenbigber of leads on the circuit boat

The BGA format solves this problem by effectivetgating external terminals on the bottom of thekpge in the form of small bumps
balls. These balls are evenly distributed acrosttiire bottom surface of the package, allowirgagar pitch between the individual terminals.
The ball grid array configuration enables high-piunt devices to be manufactured less expensivighyless delicate handling at installation.
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Our organic substrate-based packages employ aficeBGA design, which uses a plastic or tape teat@ rather than a leadframe and
places the electrical connections, or leads, obdt®m of the package rather than around the ggemThe fine-pitch BGA format was
developed to address the need for the smallerfiotsrequired by advanced memory devices. Benefitall grid array assembly over
leadframe-based assembly include:

. smaller size

. smaller footprint on a printed circuit boa
. better electrical signal integrity; ai

. easier attachment to a printed circuit boi

The following diagram presents the basic compoparts of a fine-pitch BGA package:
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The following table presents the ball-count, dgg@n and end-user applications of organic subsstbaised packages we currently
assemble:

Package Connections  Description End-User Applications

Mini BGA 36-400 Low-cost and space-saving assembly designed for Memory, analog, flash memory, ASICs, radio
low input/output count, suitable for semiconductors frequency devices, personal digital assistantsylee
that require a smaller package size than standard handsets, communication products, notebook
BGA computers, wireless systel

Fine-Pitch BGA 54-90 Our patented design for DRAM products that requireNotebook computers, cellular handsets, gl
high performance and chip scale package (CSP)  positioning systems, personal digital assistants,
wireless system

Very Thin Fine-Pitch BGA 48-176 Similar structure of Mini BGA package with thinner Handheld devices, notebook computers, disk drives,
and finer ball pitch that is designed for use inide wireless and mobile communication products
variety of applications requiring small size, high
reliability and low unit cos

Land Grid Array (LGA) 44-52 Thinner and lighter assembly designed essential to Disk drives, memory controllers, wireless, mobile
standard BGA without solder balls, suitable for communication products
applications that require high electrical perforwe

Multi-Chip BGA 48-137 Designed for assembly of two or more memory chipsNotebook computers, digital cameras, pers:
(to increase memory density) or combinations of digital assistants, global positioning systems; sub
memory and logic chips in one BGA pack: notebooks, board processors, wireless sys

Stacked-Chip BGA 48-137 Designed for assembly of two or more memory chipsCellular handsets, digital cameras, personal digita
or logic and memory chips in one CSP, reducing the assistants, wireless systems, notebook computers,
space required for memory chi global positioning systen

LCD and Other Flat-Panel Display Driver Semicondugs

We also offer testing and assembly services for l8@D other flat-panel display driver semiconduct@ve employ TCP, COF and COG
technologies for testing and assembling LCD anerofat-panel display driver semiconductors. Initidd, we offer gold bumping services to
our customers.

Gold bumping technology, which can be used in TCOBF and COG technologies, is a necessary interctiongechnology for LCD ar
other flat-panel display driver semiconductors. Mgsld bumping services are performed on six- ghtinch wafers. Gold bumping
technology provides the best solution for finedpiehips and is able to meet the high productiomiregqnent for LCD and other flat-panel
display driver semiconductors or other chips tleguire thin packaging profiles.

The gold bumping fabrication process uses thin fitetal deposition, photolithography and electriating technologies. A series of
barrier and seed metal layers are deposited oeesutface of the wafer. A layer of thick photoresigsiterial is spin-coated over these barrier
and seed layers. A photomask is used to patterlotiagions over each of the bond pads that wibbeped. UV exposure and developing
processes open the photoresist material, whicimeethe bump shape. The gold bump is then eleatexpbver the pad and the deposited
barrier metal layers. Once the plating is complatseries of etching steps are used to removehibiesist material and the metal layers that
are covering the rest of the wafer. The gold bumgpgets the underlying materials from being etcHdt gold bumped wafers will go through
an annealing furnace to soften the gold bumpg thdi hardness requirement of TCP, COF and COGrdsgerocesses.

Tape Carrier Package Technology

TCPs offer a high number of inputs and output$jm package profile and a smaller footprint onchveuit board, without compromising
performance. Key package features include surfamenirtechnology design, fine-pitch tape format alide carrier handling. Because of their
flexibility and high number of inputs and outpuf€;Ps are primarily employed either for STN-LCD ¢¥TFLCD driver semiconductors.

Testing of TCPS/Ne conduct full function testing of LCD and oth&tfpanel display driver semiconductors with a sggcdesigned
probe handler to ensure reliable contact to theptads on the TCP tape. We can test STN-LCD or TED-driver semiconductors with
frequencies of up to 750 MHz and at voltages u0d. The test is performed in a temperature-coletiotnvironment with the device in tape
form. The assembled and tested LCD and other 8atpdisplay driver semiconductors in tape formpaeked between spacer tapes together
with a desiccant in an aluminum bag to avoid cardacing shipment.
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Assembly of TCP3.CPs use a tape-automated bonding process to datieeand tape. The printed circuit tape is shipwéh a reel. The
reel is then placed onto an inner lead bonder, evtitex LCD or other flat-panel display driver semidoctor is configured onto the printed
circuit tape. The resulting TCP component congifthe device interconnected to a thtager tape, which includes a polyimide carrier filam
epoxy-based adhesive layer and a metal layer. afeemetallization area of the interconnectionsiplated over a metal layer. The silicon
chip and inner lead area is encapsulated with la teignperature thermoset polymer after inner leadiing. The back face of the chip is left un-
sealed for thermal connection to the printed cirboard.

The following diagram presents the basic componeh¢ésTCP:

Solder Resist Resin Adhulu_
K f_#----‘___-__ .--—'—-_'_-‘
T - o ':_ r = 5
e — —
v - =
= NT\\II m mp jf/ /
Base Film \ y
(Pl Tape) .. Gold Bump

Chip-on-Film Technology

In 2001, we commenced testing and assembly serugiag COF technology. We have developed this [tgy technology from our
existing TCP technology, and it has been widelyepted by our customers. The primary use of the @@8&ule is to replace the liquid crystal
module, or LCM, in certain applications. LCM is migi employed in handheld electronics, such as Padcellular handsets.

COF technology provides several additional advaegagor example, COF is able to meet the size,hweigd higher resolution
requirements in electronic products, such as fletebdisplays. This is because of its structuralgte including an adhesive-free thayer tape
that is highly flexible, bending strength and igpacity to receive finer patterning pitch.

The TCP and COF assembly process involves thewollp steps:
Wafer Lappinc Wafers are ground to their required thicknt

Die Saw Wafers are cut into individual dies, or chips, mnegaration for inner lead bondir

Inner Lead Bondin An inner lead bonder machine connects the chipetinted circuit tape

Potting The package is sealed with an epc

Potting Cure The potting cure process matures the epoxy usedgltire potting stage with high temperatul
Marking A laser marker is used to provide product iderdifizn.

Marking Cure The marking cure process matures the marking inkubyecting the semiconductor to high temperatt

44



Table of Contents

Chip-on-Glass Technology

COG technology is an electronic assembly technotbgyis used increasingly in assembling LCD aréoflat-panel display driver
semiconductors for communications equipment. Cosgp#u the traditional bonding process for TCP ofFCthe new COG technology
requires lower bonding temperature. In additior, @G technology reduces assembly cost as it dutasse tapes for interconnection between
the LCD panel and the printed circuit board.

The COG assembly technology involves the followsteps:

Wafer Lappinc Wafers are ground to their required thicknt
Die Saw Wafers are cut into individual dies, or chips, nearation for the pick and place proce
Pick and Place Each individual die is picked and placed into gdhay.

Inspection and Packin  Each individual die in a tray is visually or altspected for defects. The dies are packed wittiiayain
an aluminum bag after completion of the inspectiorcess

Other Services
Drop Shipment

We offer drop shipment of semiconductors direablynd-users designated by our customers. We provaieshipment services,
including assembly in customer-approved and brahde@s, to a majority of our testing and assembftamers. Since drop shipment
eliminates the additional step of inspection bydhstomer prior to shipment to enders, quality of service is a key to successfopdhipmer
service. We believe that our ability to succesgfakecute our full range of services, includingmshipment services, is an important factor in
maintaining existing customers as well as attrgctiaw customers.

Software Development, Conversion and Optimizatiomgram

We work closely with our customers to provide ssfibated software engineering services, includ@sg program development,
conversion and optimization, and related hardwassgh. Generally, testing requires customizedrngsoftware and related hardware to be
developed for each particular product. Softwareften initially provided by the customer and themeerted by us at our facilities for use on
one or more of our testing machines and containgn@ functionality depending on the specified itegtprocedures. Once a conversion test
program has been developed, we perform correlatiohtrial tests on the semiconductors.

Customer feedback on the test results enablesadjust the conversion test programs prior to d¢asting. We also typically assist our
customers in collecting and analyzing the testltesund recommend engineering solutions to imptbe& design and production process.
Customers

We believe that the following factors have beem aill continue to be, important factors in attiagtand retaining customers:

. our advanced testing and assembly technolo

. our strong capabilities in testing and assembli@dpland other fle-panel display driver semiconducto

. our focus on hig-density memory products and logic/mi-signal communications products; €

. our reputation for high quality and reliable cust-focused service:
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The number of our customers as of March 31, in @&®v09, 2010 and 2011, respectively, was 90,a@087. Our top 15 customers in
terms of revenue in 2010 were (in alphabetical Qrde

Elite Semiconductor Memory Technology Inc.
Eon Silicon Solution Inc.

Etron Technology, Inc.

Himax Technologies, Inc.

ILI TECHNOLOGY CORP.
Integrated Circuit Solution Inc.
Integrated Device Technology Inc.
Macronix International Co., Ltd.
Micron Technology, Inc.

Novatek Microelectronics Corp.
ProMOS Technologies Inc.
Spansion LLC

Standard Microsystems Corp.
Winbond Electronics Corp.

Zentel Electronics Corp.

In 2008, our largest customer was Spansion, oumgklargest customer was ProMOS, and our thirdelstrgustomer was Novatek,
accounting for approximately 23%, 18% and 9% ofmetrrevenue, respectively. In 2009, our largestarner was Spansion, our second-
largest customer was Novatek; and our théndrest customer was Micron Technology, Inc. actiogrfor approximately 15%, 12% and 10%
our net revenue, respectively. In 2010, our largastomer was Novatek, our second-largest custaraeiProMOS and our third-largest
customer was Micron Technology, Inc., accountinggfeproximately 18%, 12% and 9% of our net revenespectively.

The majority of our customers purchase our servicesigh purchase orders and provide us three-mmuotikbinding rolling forecasts on
a monthly basis. The price for our services isdgly agreed upon at the time when a purchase @sgdaced.

In 2006 and 2007, we strategically entered intextended certain long-term agreements with sonweiokey customers, including a
reputable logic/mixed-signal customer based inBe under which we reserved capacity for the custsmrimarily and the customer
committed to place orders in the amount of therseskcapacity (which is subject in certain case®tiuction by the customer).

Pursuant to the long-term service agreement we d@atezed into with ProMOS in July 2007, ProMOS adrto provide us with six
month rolling forecast on testing and assemblyisererders to be placed to us, and ProMOS guarsutite¢ such orders will represent no less
than certain percentage of ProMOS’ total productiolume of these products (excluding OEM produdtsjlanuary 2008, at the request of
ProMOS, we agreed to permit ProMOS to defer payrokaggregate service fees of NT$450 million torfeeby 15, 2009. The deferred sen
fees, bore an interest at a rate of 4.69% per apmeme recorded as long-term accounts receivaisle$ Becember 31, 2007, and were paid in
full by ProMOS in March and April 2008. In March@®, ProMOS failed to place orders in the amournhefreserved capacity and failed to
meet its payment obligations under the long-termiise agreement. In November 2008, we entereddmevised subcontracting contract with
ProMOS by requiring ProMOS to provide wafers withadue of 80% of the subcontracting fee as colédtén May 2009, a further revised
subcontracting contract was entered into by andédet us and ProMOS under which ProMOS provideditiswafer as pledge and Work-In-
Process, or WIP and existing finished goods asrfiaterial. Part of ProMOS’ receivables will be reeed through sales of the pledged wafer
and lien material back to ProMOS with a discounmntarket price, and the remaining outstanding actsorgteivables will be secured by
equipment mortgage under the same contract arragemffective March 2009, we started to requespayment from ProMOS. As of
December 31, 2009, other receivables from ProMO8uarted to NT$409 million and 100% allowance was enlag ChipMOS Taiwan.

NT$7 million (US$240 thousand) was received by Ap8i10. Under the amended subcontracting contPaoMOS paid ChipMOS Taiwe
NT$200 million (US$7 million) in May 2010. The remang NT$202 million (US$7 million) was paid in rermonthly installments with fin:
installment payment ending on March 15, 2011. ABefember 31, 2010, ChipMOS Taiwan received NT#88kon (US$12 million) and th:
related allowance of NT$409 million (US$14 milliowps reversed to other naperating income. As of the date of this Annual &éepn Forn
20-F, all payments have been received. In May 20¢ollection term was revised to 30 days updively and it was futher revised to 45
days upon delivery in October 2010.
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As of December 31, 2009, other receivables fronM@8 amounted to NT$55 million and 100% allowance wede by ThaiLin. In
June 2010, ThaiLin agreed a settlement with ProNtO8e amount of NT$24 million (US$1 million) andwas collected during the same
The allowance of NT$24 million (US$1 million) wasversed to other non-operating income. Commencidgime 2010, the collection term
was revised to become 30 days upon delivery. Sée Nbto our consolidated financial statementsaioetl in this Annual Report on Form 20-
F.

Pursuant to the long-term service agreement we d@atered into with Spansion in September 2005, Sparagreed to provide us with
six month rolling forecast on testing and assenskelyice orders to be placed to us. In January 28p@nsion defaulted on its payment
obligations under the long-term service agreemedtvee subsequently terminated the long-term seagceement with Spansion on
February 19, 2009. Our service fee receivable f8pansion in connection with its default amountetl 161,539 million. On March 1, 2009,
Spansion filed for a voluntary petition for reorgaation under Chapter 11 of the U.S. Bankruptcy €@&lbsequent to such filing, on
March 16, 2009, ChipMOS Taiwan was elected as thehairman of the Unsecured Creditor Committeeefmesent unsecured creditors in
Spansion’s efforts to reorganize its debts undexp@¥r 11 petition. In early January, 2010, ChipMI&8van resigned as a member of the
Unsecured Creditor Committee.

On January 25, 2010, ChipMOS Taiwan entered irdefmitive Transfer of Claim Agreement to sell td@igroup the general unsecured
claim reflected in the proof of claim against Spangnc., Spansion Technology LLC, Spansion LLCa&gion International Inc. and Cerium
Laboratories LLC (collectively, “Spansion”) filed/lChipMOS Taiwan in U.S. Bankruptcy Court. The gighat is the subject of the Transfer
of Claim Agreement includes accounts receivabladsting and assembly services provided to Sparsitre amount of approximately US$
million to US$70 million (the “Undisputed Claim"ChipMOS Taiwan received the purchase price folthdisputed Claim of NT$1,118
million (US$38 million) in February 2010 from Citigup. The Transfer of Claim Agreement also inclutihessale of breach of contract and
liguidated damages rights against Spansion inrheuat of approximately US$234 million (the “Damag#aim”). The purchase price for the
Damages Claim is expected to be an amount thabwitletermined based on a purchase rate of 50.2%pled by the portion of the Damag
Claim that is allowed by a final adjudication oétb.S. Bankruptcy Court. The purchase price fodhenages Claim is payable to ChipMOS
Taiwan to the extent that the Court allows thisnaldn furtherance of the Transfer of Claim Agreeméehe Company also has entered into an
agreement to subscribe for, purchase and trarsfeitigroup rights offering shares to be issuedspansion according to the Second Amended
Joint Plan of Reorganization filed in U.S. Bankayp€ourt. This agreement provides that Citigroulp pay to the Company the amount of the
rights offering shares purchase price. On Octob&040, ChipMOS Taiwan entered into a settlemergemgent with Spansion LLC for the
general unsecured claim on breach of contractigndlated damages rights reflected in the proaflaim, Claim No. 5, against Spansion Inc.,
Spansion Technology LLC, Spansion LLC, Spansioerhdtional Inc. and Cerium Laboratories LLC filgd®hipMOS Taiwan in the U.S.
Bankruptcy Court. In October 2010, the Companyrkasived payment of NT$2,118 million (US$73 milljdor the Transfer of Claim
Agreement to Citigroup.

On April 22, 2010, the Company announced that Sparid.C and ChipMOS Taiwan entered into a two-yeafer sort services
agreement, utilizing the V5400 test platform, mak@hipMOS Taiwan Spansion’s exclusive wafer sobicemtractor, except for any sort
equipment operated by Spansion LLC or currentlatied at Spansion Japan Limited. The wafer soricesagreement became effective upon
the effective date of Spansion’s confirmed planegirganization. The U.S. Bankruptcy Court confirnggghnsion’s Second Amended Plan of
Reorganization on April 16, 2010. The effectiveedat Spansion’s plan of reorganization is May 1@.2 The wafer sort services agreement
became effective on May 10, 2010.
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Beginning in 2008, we also resumed a focus on asiness with smaller customers and customers whmtlplace orders on a regular
basis.

The following table sets forth, for the periodsicaded, the percentage breakdown of our net reyaraiegorized by geographic region
based on the jurisdiction in which each customéesdquartered.

Year ended December 31
2008 2009 2010

Taiwan 60% 60% 74%
United State: 34 33 22
Korea 3 3 3
Japar 1 1 1
Hong Kong SAF —1 —@O —Q@
Others 2 3 —
Total 100% 100% 100%

(1) Lessthan 1%

Qualification and Correlation by Customers

Our customers generally require that our facilitieslergo a stringent “qualification” process dunimigich the customer evaluates our
operations, production processes and product ifjalincluding engineering, delivery control atesting capabilities. The qualification
process typically takes up to eight weeks, or londepending on the requirements of the custonaertdst qualification, after we have been
qualified by a customer and before the customevelsl semiconductors to us for testing in volumpracess known as “correlation” is
undertaken. During the correlation process, théooner provides us with test criteria, informati@garding process flow and sample
semiconductors to be tested and either providegsithsthe test program or requests that we develogvaor conversion program. In some
cases, the customer also provides us with a dgtafleesults of any testing of the semiconductat the customer may have conducted
previously. The correlation process typically takpso two weeks, but can take longer dependinthemequirements of the customer.

Sales and Marketing

We maintain sales and marketing offices in Taiwdainland China and the United States. Our salemaartteting strategy is to focus on
memory semiconductors in Taiwan, Japan, Korea lamdJnited States, logic/mixed-signal semicondudtoiBaiwan, Japan and the United
States, LCD and other flat-panel display driver isemductors in Japan, Taiwan, Hong Kong and Mauhl@hina. As of March 31, 2011, our
sales and marketing efforts were primarily caroet by teams of sales professionals, applicatigineers and technicians, totaling 58 staff
members. Each of these teams focuses on specificroars and/or geographic regions. As part of cystesis on customer service, these
teams:

. actively participate in the design process at tistamer’ facilities;

. resolve customer testing and assembly issues

. promote timely and individualized resolutions testmmer’ issues

We conduct marketing research through our in-heuséomer service personnel and through our relstips with our customers and
suppliers to keep abreast of market trends andaoewvents. Furthermore, we do product and systeratbararking analyses to understand the
application and assembly technology evolution, aghnalysis on mobile handsets and CD-/DVD-ROMey& In addition, we regularly
collect data from different segments of the semilcator industry and, when possible, we work closéhh our customers to design and

develop testing and assembly services for their paucts. These “co-development” or “sponsorshpijects can be critical when customers
seek large-scale, early market entry with a sigaift new product.
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We have appointed a non-exclusive sales agentréonqing our services for memory semiconductoth@éUnited States, Japan and
Korea. Our sales agent helps us promote and mawkestervices, maintain relations with our existamgl potential customers and communicate
with our customers on quality, specific requirensesntd delivery issues. We generally pay our sajeatea commission of 1.5% to 2.5% of our
revenue from services for memory semiconductothenJnited States, Japan and Korea. In 2008, 2002810, we paid approximately
NT$12 million, NT$9 million and NT$9 million (US$30thousand), respectively, in commissions to olessagent

Research and Development

We believe that research and development is driticaur future success. In 2008, 2009 and 2010spemnt approximately NT$436
million, or 3%, NT$375 million, or 3% and NT$413lfin (US$14 million), or 2%, respectively, of onet revenue on research and
development. We intend to sustain these efforts.

Our research and development efforts have focusetaply on improving the efficiency, productionglils and technologies of our
testing and assembly services. From time to tineejointly develop new technologies with univergtand research institutions. For testing,
our research and development efforts focus paatitubn thin wafer probing, non-clean sockets, st@an probing, fine-pitch MEMS probes,
and testing of MEMS wafers/ devices. Our projestilde:

. Developing thin wafer probing technology to stublg yield effect after processir

. Developing no-clean probing and sockets to increase productanty yield;

. Developing fin-pitch MEMS probes for advanced testing of MENS @@F products; an
. Developing hig-speed probing

We are also continuing development of interfacegiesl to provide for high frequency testing by mifding electrical noise.

In the assembly areas, our research and develomfferts focus on:

. Copper wire bonding and lc-cost wire bonding alternative

. Wafer-level chip scale packaging and I-cost flig-chip integrated solutior
. Low cost, finepitch bumping solutions

. High performance, fine pitch and miniaturizationpafckages

. Multi-chip assembly and module

. Stackerdie chip scale packag

. 3D IC packaging related technologies: thin wafardlimg /testing/dicing

. Compression molding; ar

. Developing environmentally friendly assembly seegis

Our projects include developing multi-chip packadis-chip technologies, environmentally frienddyoducts, 12-inch wafer
technologies, fine-pitch wire bonding technolog2s;micron wafer thinning technology, and advangadkages. These are aimed to meet
advanced needs for DDR lll, COF modules, fine-plt€@D driver bumping, mixed-signal assembly and axabea probe card technologies. We
work closely with our customers to optimize softerand with equipment vendors to increase the effimy and reliability of testing and
assembly equipment. Our research and developmenatigns also include a mechanical engineeringmgratich currently designs handler
kits for semiconductor testing and wafer probirgyell as software to optimize capacity utilization
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As of March 31, 2011, we employed 264 employeeasuinresearch and development activities. In additidher management and
operational personnel are also involved in reseancthdevelopment activities but are not separadelytified as research and development
professionals.

We maintain laboratory facilities to analyze thawatteristics of semiconductor packages by comirteulation, and verify their
performance by measurement tools. Shadow Moiréviiotb Moiré characterization capabilities were eéished in the Advanced Packaging
Lab. Electrical measurement instruments and sinaunaoftware Agilent ADS, EMPro, and Ansoft Q3D weset up in Electrical Measurement
and Simulation Lab. These added capabilities allewo support various advanced development work.iifiplementation of computer
simulation, as compared with physical testing méshas expected to substantially shorten the deweémt cycle and provides predictable
performance of our packages.

Quality Control

We believe that our reputation for high quality aetiable services has been an important factattiiacting and retaining leading
international semiconductor companies as custofoerur testing and assembly services. We are céteanio delivering semiconductors that
meet or exceed our customers’ specifications or imd at a competitive cost. We maintain qualitytiad staff at each of our facilities.

As of March 31, 2011, we employed 397 personnebiorquality control activities. Our quality conttsiaff typically includes engineers,
technicians and other employees who monitor tegtimjassembly processes in order to ensure highygysie employ quality control
procedures in the following critical areas:

. sales quality assurance: following market trendsntiicipate custome’ future needs

. design quality assurance: when developing newnigstind assembly process

. supplier quality assurance: consulting with oumg-term suppliers

. manufacturing quality assurance: through a compr&kie monitoring program during mass productiord
. service quality assurance: quickly and effectivelyponding to custome claims after completion of sal

All of our facilities have been QS 9000 certifiegithe International Automotive Sector Group. Iniédd, our facilities in Hsinchu and
Tainan have been ISO 9002 certified in Septemb®7 B&d December 1998, respectively and recertifigll ISO 9001 for substantial revision
since 2000. With respect to our quality managemgstiem, on November 26, 2003, ChipMOS Taiwan obthiI8O/TS 16949 quality system
certification. In 2005, ChipMOS acquired ChantelCdmipei site. In the subsequent year, the Chufgedbitained 1ISO/TS16949 quality system
certification. ThaiLin and ChipMOS Shanghai alsdaded ISO/TS 16949 quality system certificatiorsigptember 2005 and January 2006,
respectively.

QS 9000 quality standards provide for continualiovement with an emphasis on the prevention ofalefend reduction of variation a
waste in the supply chain, and a QS 9000 certifinas required by certain semiconductor manufastias a threshold indicator of a
company'’s quality control standards. An ISO 9002ifieation is required by many countries for satdsndustrial products. ISO/TS
16949:2002 certification system seeks to integuatdity management standards into the operatianafimpany, and emphasizes the
supervision and measurement of process and penficena

In addition to the quality management system, w8e abrned the 1998 QC Group Award from The Chisesgety of Quality, which is
equivalent to the similar award from the AmericatiBty of Quality. In 2003, ChipMOS passed SONY @r&artner (Tier 2) certification
through its ProMOS channel, and in 2009, ChipMOtioled SONY Green Partner (Tier 1) certificatioreda its direct business relationship
with SONY. ChipMOS Shanghai also obtained SONY Greartner (Tier 2) certification through its ISBlaninel in 2008. Our laboratories
have also been awarded Chinese National Laboratameditation under the categories of reliabikiytt electricity and temperature calibration.
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Our testing and assembly operations are carriethatiean rooms where air purity, temperature amahidity are controlled. To ensure
the stability and integrity of our operations, waimain clean rooms at our facilities that meet.Ue8eral 209E class 100, 1,000, 10,000 and
100,000 standards. A class 1,000 clean room mess@macontaining less than 1,000 particles of amimtants per cubic foot.

We have established manufacturing quality contysteans that are designed to ensure lijghlity services to our customers and mair
reliability and high production yields at our fatids. We employ specialized equipment for manuwfidey quality and reliability control,
including:

. Joint Electron Device Engineering Council (JEDE@nsardized temperature cycling, thermal shock@adsure cook reliabilit
tests;

. high and low temperature storage life tests, teatpes humidity bias test and highly acceleratedptenature/humidity stress te
(HAST); and

. high resolution scanning acoustic tomography, sicanaelectronic microscope and X-Ray microscopypoysical failure analysis,
curve tracer and se-probe station for electrical failure analys

In addition, to enhance our performance and owareh and development capabilities, we also irstallseries of high-cost equipment,
such as temperature humidity bias testers, low ¢eatpre storage-life testers and highly accelersiiess testers. We believe that many of our
competitors do not own this equipment.

As a result of our ongoing focus on quality, in @0dve achieved monthly assembly yields of an aved®9.98% for our memory and
logic/mixed-signal assembly packages, 99.93% forQOF packages and 99.96% for our COG packagesa3sembly yield, which is the
industry standard for measuring production yiedcequal to the number of integrated circuit packabat are shipped back to customers
divided by the number of individual integrated ciits that are attached to leadframes or organistsate.

Raw Materials

Semiconductor testing requires minimal raw matsri@ubstantially all of the raw materials usedun memory and logic/mixed-signal
semiconductor assembly processes are interconregetials such as leadframes, organic substraté&swgie and molding compound. Raw
materials used in the LCD and other figtnel display driver semiconductor testing andrasdgprocess include carrier tape, resin, spags,
plastic reel, aluminum bags, and inner and outgedoCost of raw materials represented 17%, 21%2afe of our net revenue in 2008, 2009
and 2010, respectively.

We do not maintain large inventories of leadfranoeganic substrates, gold wire or molding compoumd,generally maintain sufficient
stock of each principal raw material for approxielatone month’s production based on blanket ordadsrolling forecasts of near-term
requirements received from customers. In addisimce the commencement of economic downturn inrgkgoarter of 2008, due to the
volatility of the semiconductor market, severabaf principal suppliers have also ceased to stoegritories to be reserved to meet its
customers’ production requirements. Instead, oppkers now require longer lead time for delivefyoar supply orders. Despite shortages in
the supply of materials, the prices of raw materieve decreased compared to prior to the ecorsmmiaturn. Our principal raw material
supplies have not been impacted by Japan earthqurekessunami catastrophe. See “ltem 3. Key Infoionat-Risk Factors—Risks Relating to
Our Business—If we are unable to obtain raw mdteead other necessary inputs from our supplieestimely and cost-effective manner, our
production schedules would be delayed and we msg/dastomers and growth opportunities and becosseplofitable” for a discussion of the
risks associated with our raw materials purchasiethods. For example, with the exception of alummrhags and inner and outer boxes,
which we acquire from local sources, the raw materised in our TCP/COF process and for modulestateened from a limited number of
Japanese suppliers.
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Competition

The independent testing and assembly markets ayecoenpetitive. Our competitors include large IDMih in-house testing and
assembly capabilities and other independent semiadar testing and assembly companies, especlalsetoffering vertically integrated
testing and assembly services, such as Advancett&aaductor Engineering Inc., Amkor Technology, In€hipbond Technology Corporation,
King Yuan Electronics Co., Ltd., Powertech Techgglénc., Siliconware Precision, STATS ChipPAC Lathd United Test and Assembly
Center Ltd. We believe that the principal measofeompetitiveness in the independent semicondueting industry are:

. engineering capability of software developm
. quality of service

. flexibility;

. capacity;

. production cycle time; an

. price.

In assembly services, we compete primarily on #s<of:

. production yield

. production cycle time

. process technology, including our COF technologyL.foD and other fle-panel display driver semiconductor assembly sesy

. quality of service

. capacity;

. location; anc

. price.

IDMs that use our services continually evaluategrnformance against their own iwuse testing and assembly capabilities. These |

may have access to more advanced technologiesraattgfinancial and other resources than we dob®lleve, however, that we can offer
greater efficiency and lower costs while maintagnam equivalent or higher level of quality for threasons:

. first, we offer a broader and more complex rangseo¥ices as compared to the IDMs, which tend ¢odaheir resources on
improving their fron-end operations

. second, we generally have lower unit costs becalusar higher utilization rates and thus enablisgaioperate at a more c-
effective structure compared to the IDMs; ¢

. finally, we offer a wider range of services in terof complexity and technolog

Intellectual Property

As of March 31, 2011, we held 460 patents in Taiwl&1 patents in the United States, 172 paterttseifPeople’s Republic of China and
1 patent in the United Kingdom, France and Germeespectively, relating to various semiconductstitgy and assembly technologies. These
patents will expire at various dates through to20% of March 31, 2011, we also had a total opéiding patent applications in the United
States, 165 in Taiwan, and 88 in the People’s RegpabChina. In addition, we have registered “QWipS” and its logo and “InPack” as
trademarks in Taiwan, and “ChipMOS” and its logdraslemarks in the United States, the People’s Repaf China, Singapore, Hong Kong,
Korea, Japan and the European Community.

We expect to continue to file patent applicatiorere appropriate to protect our proprietary tecbgiels. We may need to enforce our
patents or other intellectual property rights odéfend ourselves against claimed infringemenhefrights of others through litigation, which
could result in substantial costs and a diversioouo resources. See “Item 3. Key Information—Risictors—Risks Relating to Our
Business—Disputes over intellectual property rigiasld be costly, deprive us of technologies neargsi®r us to stay competitive, render us
unable to provide some of our services and reducepportunities to generate revenue” and “lterRiBancial Information—Legal
Proceedings”.
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On June 3, 2006, ChipMOS Taiwan entered into aieeagreement with Sharp Corporation, or Sharguaut to which we acquired a
perpetual license to use TCP testing and assemtiynoblogy for a lump sum royalty payment of 10 imillJapanese yen (approximately US
thousand), which we paid in July 2006. This liceageeement superseded the previous license agreeritlersharp entered into in February
2000 pursuant to which Sharp licensed to us TC&eadltechnology and intellectual property rightsfiee years starting from February 10,
2000 for a royalty fee based on the service fe@btpaus by our customers. Our royalty obligatiomsler the February 2000 license agreement
were fully paid.

On April 12, 2007, ChipMOS Bermuda entered inteasignment agreement with ChipMOS Taiwan, pursteawhich ChipMOS
Taiwan assigned and transferred fifty percent eftithe to, ownership of and interest in all of teehnologies and intellectual property it ow!
as of that date to ChipMOS Bermuda for a purchaise pf US$6.4 million, which was paid in full imde 2007.

Government Regulations

As discussed above under “— Intellectual Propedglyernmental regulation of our intellectual prapenay materially affect our
business. The failure to protect our property sghiould deprive us of our ability to stay compeétin the semi-conductor industry. Our
intellectual property rights are protected by thlevant patent and intellectual property agenciegeeEuropean Community, United States, the
People’s Republic of China, Singapore, Hong Kongrgg, Japan and Taiwan.

Environmental Matters

Semiconductor testing does not generate signifipalitants. The semiconductor assembly processrgéss stationary acid and alkali
pollution, principally at the plating stages. Liquvaste is produced when silicon wafers are grahimher and diced into chips with the aid of
diamond saws and cooled with running water anchdutie gold bumping process. In addition, excesenaon leads and moldings are
removed from assembled semiconductors in the trigrand dejunking processes, respectively. We hastalied various types of liquid and
gaseous chemical waste-treatment equipment atoicenductor assembly and gold bumping facilit&ace 2001, we have adopted certain
environmentally-friendly production management syst, and have implemented certain measures intéadethg our assembly process in
compliance with the Restriction of Hazardous Suixsta Directive 2002/95/EC issued by the EuropeanriJiwe believe that we have adog
adequate and effective environmental protectionsues that are consistent with semiconductor imgystctices in Taiwan and Mainland
China. In addition, we believe we are in compliaircell material respects with current environméteers and regulations applicable to our
operations and facilities.

All of our facilities in Taiwan and Mainland Chifeave been certified as meeting the ISO 14001 emviemtal standards of the
International Organization for Standardization, aficf our facilities in Taiwan have been furthertified as meeting the OHSAS18001
standards, of the International Organization fen8ardization. Our facilities at Hsinchu Science&kP@hupei and Southern Taiwan Science
Park have won numerous awards including health ptimm awards granted by Department of Health of R®2009, “Safety & Health
Performance Certification Unit” from Council of thabor Affairs of ROC in 2009 and 2010. Our bumpiagility has won “Civil Defence
Excellent Award” from Hsinchu City in 2009 and 2018e continue to encourage our employees to atieddoarticipate in community
environmental campaigns and events to promote aitdl lbetter environmental friendly practices.

We will continue to implement programs, measurasratated training to reduce industrial waste, savergy and control pollution. In
2001, ChipMOS Taiwan completed a lead-free proceasrol program, which offers a lead-free method semiconductor package, a |desk
plating, a lead-free solder ball and a lead-frdialbity method and specification. In 2005, ChiplChanghai completed a similar lead-free
process control program. In 2003 and 2008, ChipM@i®van and ChipMOS Shanghai obtained Green Pagtréfication from Sony
Corporation of Japan, respectively. The Green Bagrogram requires external suppliers to meet S@NBfeen Partner requirements. In 2!
we further obtained SGS recognition whereby weiveckthe “Greenhouse Gas Verification Statementitialso further enhance our
eligibility under the Green Partner program. Stadiéng on green, “environmentally friendly” prodsg¢production facilities and management
systems, which has become an industry trend, anthtty companies, a key criteria in selection ofrtbervice providers.
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Insurance

We maintain insurance policies on our buildingsjipmpent and inventories. These insurance polic@eicproperty damages due to all
risks, including but not limited to, fire, lightrgnand earthquakes. The maximum coverage of propetyance for ChipMOS Taiwan and
ThailLin is approximately NT$52,354 million and NT$Z0 million, respectively. ChipMOS Shanghai alsaimains property insurance
policies for a maximum coverage of approximately B824 million.

Insurance coverage on facilities under construdsanaintained by us and our contractors, who afigated to procure necessary
insurance policies and bear the relevant experfsghioh we are the beneficiary. We also maintasuirance on the wafers delivered to us
while these wafers are in our possession and diramgportation from suppliers to us and from usupcustomers.

Employees
See “Item 6. Directors, Senior Management and Eygds—Employees” for certain information relatingotor employees.

Taxation

See “Item 5. Operating and Financial Review andgpeots—Taxation” for certain information regardthg effect of PRC and ROC tax
regulations on our operations.

Facilities

We provide testing services through our four féiesi in Taiwan and one facility in Shanghai, witltedacility at each of the following
locations: Chupei, the Hsinchu Industrial Park, fsinchu Science Park, the Southern Taiwan SciBack and the Shanghai Qingpu Indust
Zone. We provide assembly services through oulitfaeit the Southern Taiwan Science Park and otilifipat the Shanghai Qingpu Industrial
Zone. We own the land for our Hsinchu IndustrialkRtasting facility and Chupei facility and posséss land use right to the land on which
Shanghai Qingpu Industrial Zone facility is locatedil 2052, and, we lease two parcels of landoforHsinchu Science Park testing facility
with lease expiration in year 2017 and 2026, rethgedg, and Southern Taiwan Science Park facilifthlease expiration in year 2017.
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The following table shows the location, primary asel size of each of our facilities, and the ppatiequipment installed at each facility,
as of March 31, 2011.

Floor Area (m
2

Location of Facility Primary Use ) Principal Equipment
Chupei, Hsinchu Wafer Testing/Gold Bumping 25,29 4 steppers

11 sputters

252 tester:
Hsinchu Industrial Park, Taiwe Testing 39,997 135 tester

31 burr-in ovens
Hsinchu Science Park, Taiw. Testing 28,63: 143 tester:

99 burr-in ovens
Southern Taiwan Science Park, Assembly/Testing 109,67¢ 503 wire bonders
Taiwan 141 inner-lead bonders

280 tester:
Shanghai Qingpu Industrial Zor Assembly/Testing 66,817 39 tester:
Mainland China 158 wire bonders

21 burr-in ovens
Equipment

Testing of Memory and Logic/Mixed-Signal Semicondocs

Testing equipment is the most capital-intensive ponent of the memory and logic/mixed-signal semiltanors testing business. Upon
the acquisition of new testing equipment, we instainfigure, calibrate and perform burn-in diagiogests on the equipment. We also
establish parameters for the testing equipmentthaseanticipated requirements of existing and paakoustomers and considerations relating
to market trends. As of March 31, 2011, we oper8&@itesters for testing memory and logic/mixedialgemiconductors. We generally seek
to purchase testers with similar functionality theg able to test a variety of different semicondrsc We purchase testers from major
international manufacturers, including Advantestgooation, Verigy Ltd. and Credence Systems Coltpmma

In general, particular semiconductors can be tassety a limited number of specially designed tesstas part of the qualification
process, customers will specify the machines orclwtiieir semiconductors may be tested. We ofteeldpwtest program conversion tools that
enable us to test semiconductors on multiple eqeipimlatforms. This portability among testers eaahls to allocate semiconductor testing
across our available testing capacity and theneiprave capacity utilization rates. If a customeyuiees the testing of a semiconductor that is
not yet fully developed, the customer consignseitsing software programs to us to test specificfions. If a customer specifies testing
equipment that is not widely applicable to othens®nductors we test, we require the customernaigh the equipment on a consignment
basis.

We will continue to acquire additional testing gauient in the future to the extent market conditjamash generated from operations, the
availability of financing and other factors makeésirable to do so. Some of the equipment antedkpare parts that we require have been in
short supply in recent years. Moreover, the equigrigeonly available from a limited number of venslor is manufactured in relatively limit
guantities and may have lead time from order toveg} in excess of six months.

Assembly of Memory and Logic/Mixed-Signal Semicondetors

The number of wire bonders at a given facility@smmonly used as a measure of the assembly capddfig facility. Typically, wire
bonders may be used, with minor modifications tiierassembly of different products. We purchase wimders principally from Shinkawa
Co., Ltd. and Kulicke & Soffa Industries Inc. AsMfrch 31, 2011, we operated 661 wire bondersdtitian to wire bonders, we maintain a
variety of other types of assembly equipment, sagtvafer grinders, wafer mounters, wafer sawsbdiglers, automated molding machines,
laser markers, solder platers, pad printers, dejimkrimmers, formers, substrate saws and leathecs.
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Gold Bumping, Testing and Assembly of LCD and OthefFlat-Panel Display Driver Semiconductors

We acquired TCP-related equipment from Sharp tanbegr TCP-related services. We subsequently psedhadditional TCP-related
testers from Yokogawa Electric Corp. and Advan@stporation and assembly equipment from Shibaurahsiigonics Corp., Shinkawa Co.,
Ltd., Athlete FA Corp. and Daitron Electron Crops 8f March 31, 2011, we operated 4 steppers argpitters for gold bumping, 141 inner-
lead bonders for assembly and 280 testers for L@Dagher flat-panel display driver semiconductdYe are currently in the process of
purchasing additional testing equipment. The tgstiquipment can be used for the TCP, COF and CO&epses, while the inner-lead bonders
are only used in the TCP and COF processes. The sgres of wafer grinding, auto wafer mount andsdi& equipment is used for the TCP,
COF and COG processes. In addition, auto inspeatiachines and manual work are used in the COG gspeéhich is more labor-intensive
than the TCP and COF processes.

Iltem 4A. Unresolved Staff Comments
Not applicable.

Item 5. Operating and Financial Review and Prospect

This discussion and analysis should be read inuoatipn with our consolidated financial statemeanid related notes contained in this
Annual Report on Form 20-F.

Overview

We provide a broad range of back-end testing sesyiocluding wafer probing and final testing ofmuey and logic/mixed-signal
semiconductors. We also offer a broad selectideafframe-based and organic substrate-based paakagmbly services for memory and
logic/mixed-signal semiconductors. Our advancedflaane-based packages include thin small outlir&ages, or TSOPs, and our advanced
organic substrate-based packages include fine-padttgrid array, or fine-pitch BGA, packages. biddion, we provide gold bumping, testing
and assembly services for LCD and other flatel display driver semiconductors by employind®TCOF and COG technologies. In 2010,
consolidated net revenue was NT$17,210 million (BB$million) and our net income was NT$1,645 miilig) S$56 million).

We are a holding company, incorporated in BermudAugust 1, 2000. We provide most of our servitesugh our majority-owned
subsidiary, ChipMOS Taiwan, and its subsidiaried iavestees. ChipMOS Taiwan was incorporated inv@aiin July 1997 as a joint venture
company of Mosel and Siliconware Precision and Withparticipation of other investors. Following ttompletion of the share exchange
transaction between our company and ChipMOS Tama8eptember 14, 2007, ChipMOS Taiwan became alyvhained subsidiary of
ChipMOS Bermuda. In February 2010, we agreed 1dl8e8% of ChipMOS Taiwan’s outstanding sharesilic@ware Precision. The share
purchase transaction was completed in January 28 &f March 31, 2011, we owned 84.2% of ChipMO$nBa's outstanding shares. In
Taiwan, we conduct testing operations in our faesiat the Hsinchu Science Park and the Hsinctusimial Park, gold bumping and wafer
testing in our facility at Chupei, and testing as$embly operations in our facility at the SouthEaiwan Science Park. We also conduct
operations in Mainland China through ChipMOS Shamgh wholly-owned subsidiary of Modern Mind, whiishone of our controlled
consolidated subsidiaries. ChipMOS Shanghai opematesting and assembly facility at the Qingpwsétdal Zone in Shanghai. Through our
subsidiaries, we also have equity interests inratbmpanies that are engaged in the semicondudastry. In April 2011, ChipMOS Bermu
has entered into agreement with ThaiLin to sellNWMT Notes to ThaiLin for a purchase price of appnoeately US$40 million. The MMT
Assignment Agreement is subject to certain closimgditions, including approval of shareholders b&iLin and obtaining certain approval
from Investment Commission for ThailLin’s investmé@ntChina. The MMT Assignment Agreement transactgexpected to be completed in
the fourth quarer of 2011. See “Item 4. Informatiomthe Company—Overview of the Company” for mosetads.
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The following key trends are important to underdtag our business:

Capital Intensive Nature of Our Busine€rir operations, in particular our testing operatjare characterized by relatively high fixed
costs. We expect to continue to incur substangaleciation and other expenses as a result ofreurqus acquisitions of testing and assembly
equipment and facilities. Our profitability deperidgart not only on absolute pricing levels for services, but also on capacity utilization
rates for our testing and assembly equipment. ftiqodar, increases or decreases in our capadiigation rates could significantly affect our
gross margins since the unit cost of testing asdrably services generally decreases as fixed aostllocated over a larger number of units.

The current generation of advanced testers typicalbt between US$2 million and US$5 million eaghile wire bonders used in
assembly typically cost approximately US$65 thodsaach and inner-lead bonders for TCP and COF ddg@wmst approximately US$300
thousand each and COG chip sorters cost approXymag$140 thousand each. We begin depreciatingequipment when it is placed into
commercial operation. There may be a time lag betvike time when our equipment is placed into coraiakeoperation and when it achieves
high levels of utilization. In periods of depressegniconductor industry conditions, we may expeseower than expected demand from our
customers and a sharp decline in the average gegltines of our testing and assembly services|tiegun an increase in depreciation exper
relative to net revenue. In particular, the capagitlization rates for our testing equipment maydeverely adversely affected during a
semiconductor industry downturn as a result ofdieerease in outsourcing demand from integrateccdemanufacturers, or IDMs, which
typically maintain larger in-house testing capadtiitgn in-house assembly capacity.

Highly Cyclical Nature of the Semiconductor IndystHighly cyclical, the worldwide semiconductor irglty has experienced peaks and
troughs over the last decade, with a severe dowriteginning in the fourth quarter of 2000 that ficdwed by a recovery in early 2003. The
significant decrease in market demand for semicotods that began in 2000 adversely affected owdtsesf operations for 2001 and 2002.
Beginning in the fourth quarter of 2008, the semihactor industry commenced another significant downwhich continued in 2009 and in
2010. Market demand for semiconductors signifigadécreased across our industry during these penwgich adversely affected average
selling prices for our services and our resultspdrations for 2008, 2009 and 2010. The impactwrresults of operations of the decrease in
market demand during these periods was partly offgencreases in our 2009 and 2010 net revenure &ssembly services for logic/mixed-
signal semiconductors due to higher customer derf@arttiese services in 2009 and 2010. During perafddecreased demand for assembled
semiconductors, some of our customers may foreglayar simplify final testing of certain typess#miconductors, such as DRAM, which
may further decrease demand and average selliogspior our services and intensify our difficultietated to realizing pricing levels, capacity
realization rates and gross margin during theseger

Declining Average Selling Prices of Our Testing &ssembly ServiceShe semiconductor industry is characterized byregd decrea:
in prices for products and services over the coafskeir product and technology life cycles. Thterof decline is particularly steep during
periods of intense competition and adverse markeditions. The average selling prices of our tgstind assembly services experienced sharp
declines during such periods as a result of intnse competition from other independent testing assembly companies that attempt to
maintain high capacity utilization levels in theésof reduced demand.

To offset the effects of decreasing average seflimges, we will continue to seek to:

. improve production efficiency and attain high capaatilization rates

. concentrate on testing of potentially h-demand, hig-growth semiconductor:

. develop new assembly technologies;

. implement new technologies and platforms to shii potentially higher margin service

57



Table of Contents

Market Conditions for the End-User Applications 8miconductorsviarket conditions in the semiconductor industryatiarge degree,
track those for their end-user applications. Antederation in the market conditions for the en@uapplications of semiconductors that we
test and assemble may reduce demand for our sgmk in turn, materially adversely affect ouafioial condition and results of operations.
Despite an increase in the demand for mobile/ni@RAM in 2010, for DRAMs with more advanced featusegh as that of enhanced graphic
capability, increased power efficiency and increasebility, the average market demand for DRAM rerad low. Our net revenue is largely
attributable to fees from testing and assemblimyisenductors for use in personal computers, consame portable electronic products,
display applications and communications equipmEmé markets for these products are intensely cdtiyegtand a significant decrease in
demand puts pricing pressure on our testing arehady services and negatively affects our earnifips. oversupply of DRAM products in 1
second half of 2007 and the weak demand in the DRvdvket in 2008 and in the first quarter of 2008ulted in significant reductions in the
price of DRAM products, which in turn drove dowrethverage selling prices for our testing and asbesaovices for DRAM products in the
second half of 2009, 2010 and the first quarte2Gifl.

Change in Product MixDeclines in average selling prices have been figroéset over the last three years by a changauinrevenue
mix. In particular, revenue from testing and asdgrobLCD and other flat-panel display driver seomnductors and 12-inch wafer processing
have increased as a percentage of our total netuevover the 2008 to 2010 period. We intend tdirmoe focusing on testing and assembling
more semiconductors that have the potential toigeokiigher margins and developing and offering testinologies in testing and assembly
services, in order to mitigate the effects of denlyj average selling prices on our ability to atfaiofitability.

Recent Acquisitions

In March 2007, we completed a share purchase dmtsption transaction with ChipMOS Taiwan and&itiware Precision, under
which we became a holder of 99.1% of the outstandommon shares of ChipMOS Taiwan. In April 200@,and ChipMOS Taiwan further
entered into a share exchange transaction andgntreuwhich we agreed to exchange one common $tiaexery 8.4 ChipMOS Taiwan
shares outstanding. Following the completion ofghare exchange transaction in September 2007 M@ Taiwan became our wholly-
owned subsidiary. In February 2010, we agreedltd 568% of ChipMOS Taiwan’s outstanding shareSiliconware Precision. The share
purchase transaction was completed in January Zxl&f March 31, 2011, we owned 84.2% of ChipMOS$nEa's outstanding shares. See
“Item 4. Information on the Company—Our Structunel &listory” for description of our earlier mergefats.

Net Revenue

We conduct our business according to the followiragn business segments: (1) testing services fangngand logic/mixed-signal
semiconductors; (2) assembly services for memodyl@gic/mixed-signal semiconductors; and (3) LCD ather flat-panel display driver
semiconductor testing and assembly services. Tllewiag table sets forth, for the periods indicagtedr consolidated net revenue for each
segment.
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Year ended December 31

2008 2009 2010 2010
NT$ NTS$ NT$ US$
(in millions)
Testing
Memory $8,226.¢ ¢ 4,646 $5577.. $191.
Logic/mixec-signal 560.1 524. 592.: 20.3
Total testing 8,787.( 5171. 6,169. 211.5
Assembly
Memory 4,591.: 3,335.7 5,112.¢ 175.
Logic/mixec-signal 826.¢ 1,017.; 1,146.: 39.4
Total assembl 5,417. 4,352.¢ 6,258.¢ 214.¢
LCD and other fle-panel display driver semiconductor testing andragde 2,805.! 2,626.: 4,781.; 164.1
Total $17,010.. $12,150.. $17,209." $590.¢

Our net revenue consists primarily of service feesesting and assembling semiconductors, andeasser extent, fees from equipment
rentals to semiconductor manufacturers for engingeesting, less allowances for product returns. fer testing and assembly services for
memory semiconductors, logic/mixed-signal semicahehs and testing and assembly services for LCDadinelr flat-panel display driver
semiconductors.

Most of our customers do not place purchase offdelis advance and our contracts with customergigdly do not require minimum
purchases of our products or services. Our custgmarchase orders have varied significantly froemiqd to period because demand for their
products is often volatile. We have strategicaliyeeed into long-term capacity agreements with sofreur customers. Under certain of those
long-term agreements, we have agreed to resenaeitafor our customers and our customers haveedgi@place orders in the amount of the
reserved capacity (which is subject in certain saseeduction by the customers). As part of otategy, we intend to enter into additional
long-term capacity agreements in the future if this apph continues to represent a potential growth ppity for our business. Depending
customer demands, market conditions and other deraions, we may explore opportunities to expamdoperations outside Taiwan and
Mainland China in connection with possible futusad-term capacity agreements.

Our financial condition and results of operatioasédalso been, and are likely to continue to ectdd by price pressures on our service
fees, which tend to decline in tandem with the idéud) average selling prices of the products wedesl assemble over the course of their
product and technology life cycles. In order to mt@in our margins, it is necessary to offset tleedmsion by continually improving our
production efficiency and maintaining high capaditjization rates. We also plan to continue toelep and implement new technologies and
expand our services into potentially higher-maggments. These efforts require significant uptfiovestment in advance of incremental
revenue, which could impact our margins.

Pricing

We price our testing fees primarily based on the obtesting the products to our customers’ sjatibns, including the costs of the
required material and components, the depreciatkpenses relating to the equipment involved andwarhead expenses, and with reference
to prevailing market prices. Accordingly, the tagtfee for a particular product would principallyend on the time taken to perform the tests,
the complexity of the product and the testing psscand the cost of the equipment used to perfoenteist. For example, testing fees for
memory semiconductors are significantly higher ttfarse for other products because of the longer tequired and the need for burn-in
testing.
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We price our assembly services on a per unit bigi)g into account the complexity of the packame, costs, including the costs of the
required material and components, the depreciaxpenses relating to the equipment involved ancdwvearhead expenses, prevailing market
conditions, the order size, the strength and histéiour relationship with the customer and ouramaty utilization.

We price our testing and assembly services for l2BB other flat-panel display driver semiconductarghe basis of our costs, including
the costs of the required material and compon#mesgepreciation expenses relating to the equipmegotved and our overhead expenses, and
the price for comparable services.

We offer volume discounts to all customers who pase large quantities of our services and speisebdnts to customers who use our
vertically integrated services. On a case by casesbwe also may offer special payment termsydiop longer payment cycles, to key
customers during downturns in the market so asttin business from such key customers.

Revenue Recognition

We generally recognize our revenue upon shipmetegstéd and assembled semiconductors to locatesigrthted by our customers,
including our internal warehouse for customers gisiar warehousing services. Revenue from produes s recognized when risks of
ownership are transferred to customers, generaliynshipment of the products. We submit invoicebatime of shipment or delivery and
generally require all customers to pay within 69@<after the last day of the month during whichithaice was sent. However, for ProMOS,
our second largest customer, during 2010 the irve@ttiement cycle has been changed to 30 or 45wgeyn delivery.

In January 2008, at the request of ProMOS, we dgepermit ProMOS to defer payment of aggregateicefees of NT$450 million to
February 15, 2009. The deferred service fees, inteeest at a rate of 4.69% per annum, were redoaddong-term accounts receivable as of
December 31, 2007, and were paid in full by ProM@®Blarch and April 2008. We also experienced caitecproblems for our receivables
from ProMOS in 2008 and 2009, respectively. Thedolount of allowance for these doubtful receivald&€NT$578 million and NT$464
million were reserved as of December 31, 2008 &9 2respectively. As of December 31, 2009, otheeivables from ProMOS amounted to
NT$409 million and 100% allowance was made by Cri®/Taiwan. NT$7 million (US$240 thousand) was resgiby April 2010. Under th
amended subcontracting contract ProMOS paid ChipM@&&an NT$200 million (US$7 million) in May 201The remaining NT$202 millic
(US$7 million) was paid in nine monthly installmentith the final payment made on March 15, 2011o0ABecember 31, 2010, ChipMOS
Taiwan received NT$336 million (US$12 million) atiek related allowance of NT$409 million (US$14 ioitl) was reversed to other non-
operating income. As of the date of this Annual &epn Form 20-F, all payments have been received.

As of December 31, 2009, other receivables fronM@8 amounted to NT$55 million and 100% allowance wede by ThaiLin. In
June 2010, ThaiLin agreed a settlement with ProNtO&e amount of NT$24 million (US$1 million) andwas collected during the same
The allowance of NT$24 million (US$1million) wasvezsed to other non-operating income. See “Iteimférmation on the Company —
Customers”.

We also experienced collection problems for ouvises of receivables from Spansion in 2008 and 2688&pectively. The full amount of
allowance of these doubtful receivables of NT$1,688ion and NT$2,232 million were reserved as @gd@mber 31, 2008 and 2009,
respectively. On January 25, 2010, we enteredardefinitive Transfer of Claim Agreement to sellQitigroup Financial Products Inc.
(Citigroup) the general unsecured claim reflectethe proof of claim against Spansion. The claiat th the subject of the Transfer of Claim
Agreement includes accounts receivable for testimjassembly services provided to Spansion (thelf4pnted Claim”)In February 2010, w
received from Citigroup the purchase price forlthnelisputed Claim of NT$1,118 million (US$38 millipagainst accounts receivable of
NT$2,186 million (US$75 million). A loss on sale @ceivables of NT$1,068 million (US$37 million) sveecognized and the relat
allowance for doubtful receivables of NT$2,186 roill ($75 million) was reversed. See “Item 4. Infation on the Company — Customers”.

60



Table of Contents
We have not experienced other significant collecpooblems for our services.

Related Party Revenues

In 2008, 2009 and 2010, 18%, 5% and 12%, respégtivEour net revenue were derived from relatedipa. While we believe that our
transactions with related parties were enteredantan arm’s length basis, we extended them fal@rzdyment terms, as discussed in the
preceding paragraph. See “Item 7. Major Sharehslded Related Party Transactions” for more infoiromatoncerning our related party
transactions.

Geography and Currency

The majority of our net revenue is generated fraistamers headquartered in Taiwan, which repres&ti#d 60% and 74% of our net
revenue in 2008, 2009 and 2010, respectively. e génerate net revenue from customers in the dUBitaetes, Korea, Japan and other
countries. Our service fees and revenue are géndeiominated in the currency of the jurisdictiorwhich our facilities are located, for
example NT dollars for our Taiwan operations andBidr our Mainland China operations. As we genematst of our net revenue from
Taiwanese customers using our Taiwanese operatiadssince most of our labor and overhead costdeareminated in NT dollars, we
consider the NT dollar to be our functional curyenc

See Note 23 to our consolidated financial statemeonitained in this Annual Report on Form 20-F ‘dten 11. Quantitative and
Qualitative Disclosure about Market Risk — Markésk® — Foreign Currency Exchange Rate Risks” fotade information on our exchange
rate risks.

Cost of Revenue and Gross Profit (Loss)

Our cost of revenue consists primarily of the falilog: depreciation and amortization expenses, ratenal costs, and labor and
overhead expenses, which primarily include expdesatuipments, sub-contracting fees and rentalresgse Our operations, in particular our
testing operations, are characterized by relatiigdh fixed costs. We expect to continue to inarstantial depreciation and other expenses as
a result of our previous and future acquisitionsesting and assembly equipment and facilitiedugling our investment in our Mainland Chi
operations. As of March 31, 2011, we had 849 tesfiés1 burn-in ovens, 661 wire bonders, 141 ineadIbonders, 4 steppers and 11 sputters.
We use inner-lead bonders for the assembly of L@dDather flat-panel display driver semiconductasmg TCP or COF technology, and wire
bonders for TSOP, BGA, and some other package ddgeachnologies.

Our profitability depends in part not only on ahgslpricing levels for our services, but also on@apacity utilization rates. Our average
capacity utilization rate for testing of memory dadic/mixed-signal semiconductors was 65% in 2CH in 2009 and 60% in 2010. Our
average capacity utilization rate for assembly efmory and logic/mixed-signal semiconductors was @32008, 64% in 2009 and 85% in
2010. In addition, our average capacity utilizatiate for LCD and other flat-panel display drivensconductor testing and assembly was 52%
in 2008, 50% in 2009 and 77% in 2010.

For each period of time selected, we derived tipacity utilization rate for our testing operatidnsdividing the total number of hours of
actual use of our facilitiedesting equipment units by the maximum number afrbdhat these equipment units were capable ofjhesed. Th
testing capacity utilization rate generally increesg correlation to increases in the total volwheur customer orders, and generally decrease:
in correlation to decreases in the total volumewfcustomer orders.

For each period of time selected, we derived tipacity utilization rate for our assembly operatitysdividing the total number of units
actually produced by our assembly facilities by tteximum number of units that these facilities @apable of producing. The assembly
capacity utilization rate generally increases irrgation to increases in the total volume of oustomer orders, and generally decreases in
correlation to decreases in the total volume ofcustomer orders.
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Our gross revenue is generally the product ofaked tolume of our customer orders multiplied bg #verage selling price per
deliverable unit from our assembly or testing segsgj as the case may be. As a result, in a petiedenthe average selling prices do not
fluctuate significantly, increases or decreasesuincapacity utilization rates generally correl@éncreases or decreases in our gross revenue.
Periods with significant increases in the averagkng prices reduce the negative impact on ousgrevenue from any decreases in our
capacity utilization rates. Similarly, periods walgnificant decreases in the average selling prieduce the positive impact on our gross
revenue from any increases in our capacity utitiratates.

The Company has significant fixed costs in opegatinr assembly and testing facilities. For thissoem decreases in our cost of goods
sold during a period generally occur at a slowesr than decreases, during the same period, inross gevenue due to lower capacity
utilization rates, lower average selling pricesboth. Also, as a result, our gross margin anditafaifity generally decreases in correlation to
decreases in our capacity utilization rates, dem®# our average selling prices, or both. Sityilaur gross margin and profitability generally
increases in correlation to increases in our céypadiization rates, increases in our averagdargglprices, or both. Due to the cyclical nature of
the semiconductor industry, customer orders manpghaignificantly, causing fluctuation in our caipaatilization rate and average selling
price.

Most of our labor and overhead costs are denondriatBIT dollars. However, we also incur costs ofereues and operating expenses
associated with testing and assembly servicesvierakeother currencies, including Japanese yenddJi&rs and RMB. In addition, a substan
portion of our capital expenditures, primarily foe purchase of testing and assembly equipmentédes, and is expected to continue to be,
denominated in Japanese yen with much of the refeathenominated in US dollars.
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The following table sets forth, for the periodsioaded, our gross profit (loss) and our gross p{tdss) margin as a percentage of net
revenue.

Year ended December 31

2008 2009 2010 2010
NTS$ NTS$ NTS$ US$
(in millions)
Gross profit (loss):
Testing
Memory $ 746.¢ $(2,275.9) $(362.9) $(12.4)
Logic/mixec-signal 114.C 84.7 114 3.9
Total testing 860.¢ (2,191.9) (247.9 (8.5
Assembly
Memory (245.5) (745.2) (36.0 1.2
Logic/mixec-signal (78.4) (13.29) 240.¢ 8.3
Total assembl' (323.9 (758.9 204.¢ 7.1
LCD and other fle-panel display driver semiconductor testing andrase (496.9) (561.€) 688.1 23.€
Total $ 40.: $(3,511.9) $ 645.7 $22.2
Gross profit (loss) margin:
Testing
Memory 9.1% (49.0% (6.5)% (6.5)%
Logic/mixec-signal 20.4 16.1 19.c 19.2
Total testing 9.8 (42.9 (4.0 (4.0
Assembly
Memory (5.3 (22.9) (0.7) (0.7)
Logic/mixec-signal (9.5) 1.3 21.C 21.C
Total assembl (6.0) (17.9 3.3 3.3
LCD and other fle-panel display driver semiconductor testing and ragbe (17.9) (21.9 14.¢ 14.4
Overall 0.2% (28.9% 3.8% 3.8%

Operating Expenses
Research and Development

Research and development expenses consist prinodplgrsonnel expenses, amortization expensesnghat technology, expenditures
qualify our services for specific customers andceottonsulting fees and certification fees paichirdtparties. Research and development
expenses are recognized as they are incurred. Ykenty expect that research and development exgensl increase in the future as we
continue to explore new technologies and serviteriofys. We also expect to hire additional empleyi@eour research and development
department.
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Sales and Marketing

Sales and marketing expenses consist primarilyipping and handling expenses incurred in deliveproducts to our customers’
designated locations, advertising, corporate conications and other marketing expenses, salary esgsdfor sales and marketing personnel,
sales commission, professional service fees, bhtmevision and service support expenses.

General and Administrative

General and administrative expenses consist ofisaland related expenses for executive, finandeaanounting, and management
information systems personnel, professional serf@es, and other corporate expenses. They alsadiedtock-based compensation that is
expensed using the intrinsic value-based methodaindalue method. See “ltem 6. Directors, Sehl@magement and Employees—Share
Option Plan and Share Appreciation Rights Plan’hfiare information concerning our share option pl&ie. expect general and administrative
expenses to increase in absolute terms as we asloinpel and incur additional expenses relatedgatbwth of our business and operations,
particularly our Mainland China operations.

Other Income (Expenses), Net

Our other income principally consists of interegtdme, sales of claims receivables, foreign exchaains, warehouse space rental
revenue, gains on sale of investments, gains qosié of property, plant and equipment, fair vagaes on financial assets, gain on dispos
land use right and gains on embedded derivative008, our other income included certain interesbime paid by Kolin under a loan
repayable to ChipMOS Taiwan that bears intereatrate of 4.69% per annum. NT$15 million of thiadowvas repaid in 2008. The loan is
secured by a pledge by Kolin of 11 million commdiares of ThaiLin. See “Item 7. Major Shareholderd Related Party Transactions—
Related Party Transactions—ThaiLin SemiconductapCadn January 2010, ChipMOS Taiwan entered intefinitive Transfer of Claim
Agreement to sell to Citigroup Financial Products. [(Citigroup) the general unsecured claim reidéh the proof of claim against Spansion.
As a result of the agreement, ChipMOS Taiwan resmeivom Citigroup the purchase price for the Undisd Claim of approximately
NT$1,118 million (US$38 million) against accoungseivable of NT$2,186 million (US$75 million). Ade on sale of receivables of NT$1,(
million (US$37 million) was recognized and the tethallowance for doubtful receivables of NT$2, B8ilion (US$75 million) was reversed.
The Transfer of Claim Agreement also includes tile sf breach of contract and liquidated damagg#siagainst Spansion in the amount of
NT$2,118 million (US$73 million), which was reced/én October 201(

As of December 31, 2009, other receivables fronM@8 amounted to NT$409 million and 100% allowan@swnade by ChipMOS
Taiwan. NT$7 million (US$240 thousand) was receilgd\pril 2010. Under an amended subcontractingreat, ProMOS paid ChipMOS
Taiwan NT$200 million (US$7 million) in May 2010h€& remaining NT$202 million (US$7 million) was sebfsently received by March
2011. As of December 31, 2010, ChipMOS Taiwan rexeNT$336 million (US$12 million) and the relatetbwance of NT$409 million
(US$14 million) was reversed to other non-operaiimgpme. As of the date of this Annual Report onnF@0-F, all payments have been
received.

As of December 31, 2009, other receivables fronM@8 amounted to NT$55 million and 100% allowance wede by ThaiLin. In
June 2010, ThaiLin agreed a settlement with ProNtOe amount of NT$24 million (US$1 million), thimyment was fully received in the
same year. The allowance of NT$24 million (US$1lion) was reversed to other non-operating incoma. @her expenses principally consist
of interest expense, investment losses recognigedjbity method, fair value loss on financial asséhancing costs, impairment losses, losses
on disposal of property, plant and equipment, tosembedded derivative, loss on redemption of caiike notes and foreign exchange losses.

Noncontrolling Interests and Interest in Bonuses Fd by Subsidiaries

Noncontrolling interests represent the portion wfimcome that is attributable to the shareholdimgur consolidated subsidiaries that we
do not own. See “Item 4. Information on the Compai@ur Structure and Historyfor information concerning our consolidated sulesiidis. In
2008 and 2009, our noncontrolling interests wetribatable to the public shareholders’ interestivaiLin, ChipMOS Taiwan’s 42.9% owned
subsidiary. In 2010, our noncontrolling intereserevattributable to the noncontrolling interestsied by Siliconware Precision in ChipMOS
Taiwan as a result of the February 2010 share psehgreement under which we agreed to sell 15{&8hipMOS Taiwan’s outstanding
shares to Siliconware Precision, and the publicedt@ders’ interest in ThaiLin. The sale of 15.8%CbipMOS Taiwan'’s outstanding shares to
Siliconware Precision was completed in January 20%1of March 31, 2011, we owned 84.2% of ChipMCG#lan’s outstanding shares.
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Interest in bonuses paid by subsidiaries represemtportion of ChipMOS Taiwan’s and ThaiLin’s dibutable earnings that are
appropriated as bonuses to employees and remuwnretatdirectors and supervisors of ChipMOS Taiwad &hailLin, as required by ROC
regulations and ChipMOS Taiwan’s and ThaiLin’sde$ of incorporation. ChipMOS Taiwan and ThailLaichbonuses to directors,
supervisors and employees of NT$387 million and B8illion, respectively, in 2008. ChipMOS TaiwamdaT haiLin did not pay any
bonuses to directors, supervisors and employe2808. During 2010, ChipMOS Taiwan and ThailLin aectuil and NT$29 million (US$1
million) to employees, directors and supervisorb@suses.

Net Income

Our net loss was NT$7,270 million in 2008, NT$4,44dion in 2009, and net income was NT$1,645 railliUS$56 million) in 2010,
respectively. We believe our future results willdependent upon the overall economic conditiorthénmarkets we serve, the competitive
environment in which we operate, and our abilitgtecessfully implement our strategy, among othieigs. For additional information on
factors that will affect our future performanceg séem 3. Key Information—Risk Factors”.

Results of Operations
The following table presents selected operating data percentage of net revenue for the perialisaited:

Year ended December 31

2008 2009 2010
ROC GAAP:
Net revenue 100.(% 100.(% 100.(%
Cost of revenu 99.¢ 128.¢ 96.2
Gross profit (loss) margi 0.2 (28.9) 3.8
Operating expense

Research and developmt 2.5 3.1 2.4

General and administrati\ 5.2 4.6 3.9

Sales and marketir 13.¢ 5.4 0.4

Total operating expens: 21.€ 13.1 6.7

Loss from operation (21.4) (42.0) (2.9
Other income (expenses), | (19.9) 1.C 13.5
Income (loss) before income tax, noncontrollingiasts and interest in bonuses paid by subsidi®) (40.7) (41.0 10.€
Income tax benefit (expens (0.7) 3.4 0.5
Income benefit (loss) before noncontrolling intéseand interest in bonuses paid by subsidic (41.9 (37.€) 11.1
Net (income) loss attributable to noncontrollineiests .8 1.2 (1.5
Interest in bonuses paid by subsidia® (2.7 — —
Net income (loss) attributable to ChipM( (42.1% (36.9% 9.6%
Note:

(1) Refers to bonuses to directors, supervisors andogregs paid by subsidiarie
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Year Ended December 31, 2010 Compared to Year ERbdedmber 31, 2009

Net Revenue Our net revenue increased by NT$5,060 million,2¥4to NT$17,210 million (US$591 million) in 201 NT$12,15(
million in 2009.

Net revenue from testing services for memory agitlmixed-signal semiconductors increased by NT&®#@Bon, or 19%, to NT$6,170
million (US$212 million) in 2010 from NT$5,171 midin in 2009, mainly due to an increase in net rereeinom testing services for memory
semiconductors. Net revenue from testing servioesiemory semiconductors increased by NT$931 millar 20%, to NT$5,577 million
(US$192 million) in 2010 from NT$4,646 million irDR9, principally due to increased capacity utilizatrates and higher average selling price
for DRAM products. Net revenue for testing servit@mslogic/mixed-signal semiconductors increasedNdys68 million, or 13%, to NT$593
million (US$20 million) in 2010 from NT$525 milliom 2009, principally due to increased capacitjiagtion rates.

Net revenue from assembly services for memory agit/mixed-signal semiconductors, which includegeraie from assembly services
for memory and logic/mixed-signal semiconductord egvenue from our memory module manufacturingriess, increased by NT$1,906
million, or 44%, to NT$6,259 million (US$215 milli) in 2010 from NT$4,353 million in 2009. This imerse was primarily the result of an
increase in net revenue from assembly serviceménory semiconductors. Net revenue from assembljces for memory semiconductors
increased by NT$1,777 million, or 53%, to NT$5, ilion (US$175 million) in 2010 from NT$3,336 miidin in 2009, primarily as a result of
an increased capacity utilization rate for DDR MIBAM products. Net revenue from assembly servioe$dgic/mixed-signal semiconductors
increased by NT$129 million, or 13%, to NT$1,148liom (US$40 million) in 2010 from NT$1,017 millioim 2009, principally as a result of
higher customer demand.

Net revenue from LCD and other flat-panel displayet semiconductor testing and assembly serviveased by NT$2,155 million, or
82%, to NT$4,781 million (US$164 million) in 2016Mm NT$2,626 million in 2009. This increase waspipally as a result of an increased
capacity utilization rate for LCD and other flatrgh display products in 2010.

See “— Cost of Revenue and Gross Profit (Loss)hfore information concerning our testing and asdgmépacity utilization rates and
the impact on our gross revenue, gross margin esfigbility from any increases or decreases in@apacity utilization rates.

Cost of Revenue and Gross Margin Cost of revenue increased by NT$903 million, %r, 60 NT$16,564 million (US$568 million) in
2010 from NT$15,661 million in 2009, primarily dteeincreases of the direct material expenses, dabor expenses, salary and fringes
expenses and expensable equipment expenses of 68%jllion (US$40 million), NT$531 million (US$1illion), NT$239 million (US$8
million) and NT$215 million (US$7 million), respéatly. These expenses increases are partially tdffséhe decrease of rental expenses of
NT$1,288 million (US$44 million). Direct materiakeenses increased principally as a result of @ fiaishe capacity utilization rat

Our gross profit increased to NT$646 million (US$8®ion) in 2010 from negative NT$3,511 million 2009. Our gross margin was -
in 2010, compared to negative 29% in 2009.

Our gross margin for testing services for memony lagic/mixed-signal semiconductors increased tatige 4% in 2010 from negative
42% in 2009, primarily due to a higher capacityization rate, which increased to 60% in 2010 fré5%6 in 2009.

Our gross margin for assembly services for memadylagic/mixedsignal semiconductors increased to 3% in 2010 fnegative 17% i
2009, primarily due to a higher capacity utilizati@ate, which increased to 85% in 2010 from 64%069.

Our gross margin for LCD and other flat-panel digpdiriver semiconductor testing and assembly sesvilccreased to 14% in 2010 from
negative 21% in 2009, primarily as a result of meréase in the capacity utilization rate from 5622009 to 77% in 2010.
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See “— Cost of Revenue and Gross Profit (Loss)'hfore information concerning our testing and assgmégpacity utilization rates and
the impact on our gross revenue, gross margin esfigbility from any increases or decreases in@apacity utilization rates.

Research and Development Expensefesearch and development expenses increased ¥88Miiillion, or 10%, to NT$413 million
(US$14 million) in 2010 from NT$375 million in 200%his increase was primarily due to the highespenel expenses and the increase of
professional services fees.

General and Administrative Expenses General and administrative expenses increas®in$20 million, or 3%, to NT$678 million
(US$24 million) in 2010 from NT$658 million in 200@rimarily due to the higher personnel expenses.

Sales and Marketing ExpensesSales and marketing expenses decreased by NTHllh, or 89%, to NT$64 million (US$2 million)
in 2010 from NT$561 million in 2009, primarily die a decrease of NT$497 million (US$17 million)iad debt provision.

Other Income (Expenses), NetOther income, net increased by NT$2,204 millimn],884%, to NT$2,321 million (US$80 million) in
2010 from NT$117 million in 2009. This increase vpasnarily due to the damage claim received of NJI$8 million (US$73 million),
recovery of allowance for doubtful receivables gf$#2,717 million (US$93 million) in 2010 and parhabffset by the increase of loss on sale
of receivables of NT$1,068 million (US$37 millionpairment loss on other assets of NT$392 milid8$13 million), and the increase of
foreign exchange loss by NT$307 million (US$11 ioil), increase of loss on derivative liability b 8811 million (US$11 million) and
increase of interest expense by NT$244 million (88#llion).

Income (Loss) Before Income Tax, Noncontrolling Ingrests and Interest in Bonuses to Directors, Supesors and Employees Paid
by Subsidiaries.As a result of the foregoing, income before incdme noncontrolling interests and interests in s@suto directors,
supervisors and employees paid by subsidiaries@sed by 136% to an income of NT$1,812 million (6&5#hillion) in 2010 from a loss of
NT$4,989 million in 2009

Income Tax Benefit (Expense) We had an income tax benefit of NT$99 million @33nmillion) in 2010 compared to income tax benefit
of NT$421 million for 2009, primarily due to a sifipant increase in income before income tax in@01

Net (Income) Loss Attributable to Noncontrolling Interests. The net income of ThaiLin and of ChipMOS Taiwaimibutable to
noncontrolling interests amounted to NT$266 milli@8$9 million) in 2010, compared to the net loéFlwaiLin attributable to noncontrolling
interests of NT$149 million in 2009.

Interest in Bonuses paid by Subsidiaries Interest in bonuses paid by subsidiaries remaated in 2010 and 2009, respectively.

Net Income (Loss) Attributable to ChipMOS. As a result of the foregoing, the net incomeitaitable to ChipMOS was NT$1,645
million (US$56 million) in 2010, compared to a hes$s attributable to ChipMOS of NT$4,419 million2609.

Year Ended December 31, 2009 Compared to Year EDhdedmber 31, 2008
Net RevenueOur net revenue decreased by NT$4,860 million,9862to NT$12,150 million in 2009 from NT$17,010 haih in 2008.

Net revenue from testing services for memory agitlmixed-signal semiconductors decreased by NT¥3r6illion, or 41%, to
NT$5,171 million in 2009 from NT$8,787 million ir028, mainly due to a decrease in net revenue festing services for memo
semiconductors. Net revenue from testing servioesiemory semiconductors decreased by NT$3,581omilor 44%, to NT$4,646 million in
2009 from NT$8,227 million in 2008, principally didecreased capacity utilization rates and lawverage selling price for DRAM produc
Net revenue for testing services for logic/mi-signal semiconductors decreased by NT$35 milloor§%, to NT$525 million in 2009 from
NT$560 million in 2008, principally due to decredsmpacity utilization rate:
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Net revenue from assembly services for memory agitimixed-signal semiconductors, which includeseraie from assembly services
for memory and logic/mixed-signal semiconductord egvenue from our memory module manufacturingrmss, decreased by NT$1,065
million, or 20%, to NT$4,353 million in 2009 fromT$5,418 million in 2008. This decrease was prinydtile result of a decrease in net
revenue from assembly services for memory semioctindsl Net revenue from assembly services for mgreemiconductors decreased by
NT$1,255 million, or 27%, to NT$3,336 million in @9 from NT$4,591 million in 2008, primarily as st of a decreased capacity utilizat
rate and lower average price for DDR || SDRAM protiu Net revenue from assembly services for logi@ahsignal semiconductors
increased by NT$190 million, or 23%, to NT$1,017liom in 2009 from NT$827 million in 2008, princifiaas a result of higher customer
demand.

Net revenue from LCD and other flat-panel displayet semiconductor testing and assembly servieesedised by NT$179 million, or
6%, to NT$2,626 million in 2009 from NT$2,805 milfi in 2008. This decrease was principally as alre$the weak demand for LCD and
other flat-panel display products in 2009, whichum led to decreased capacity utilization ratewall as decreased average selling prices for
services.

See “— Cost of Revenue and Gross Profit (Loss)hfore information concerning our testing and asdgmépacity utilization rates and
the impact on our gross revenue, gross margin esfigbility from any increases or decreases in@apacity utilization rates.

Cost of Revenue and Gross Margin Cost of revenue decreased by NT$1,309 millior8%r to NT$15,661 million in 2009 from
NT$16,970 million in 2008, primarily due to the dease of depreciation expenses of NT$531 milliatgry and fringes expenses of NT$:
million and direct material and direct labor expesief NT$329 million and NT$522 million, respectiueDirect material expenses decreased
principally as a result of a decline in the capaatilization rate.

Our gross profit decreased to negative NT$3,51fianiln 2009 from NT$40 million in 2008. Our grosgrgin was negative 29% in
2009, compared to 0.2% in 2008.

Our gross margin for testing services for memony lagic/mixed-signal semiconductors decreased t@atiee 42% in 2009 from 10% in
2008, primarily due to a lower capacity utilizaticate, which decreased to 45% in 2009 from 65%082

Our gross margin for assembly services for memadylagic/mixed-signal semiconductors decreasecgative 17% in 2009 from
negative 6% in 2008, primarily due to pricing pregs that resulted from decreases in the pricirendfproducts.

Our gross margin for LCD and other flat-panel digpdiriver semiconductor testing and assembly seswilecreased to negative 21% in
2009 from negative 18% in 2008, primarily as a ltesiua decrease in the capacity utilization raiterf 52% in 2008 to 50% in 2009 as well ¢
decreased average selling price for our services.

See “— Cost of Revenue and Gross Profit (Loss)hfore information concerning our testing and asdgmdpacity utilization rates and
the impact on our gross revenue, gross margin esfigbility from any increases or decreases in@apacity utilization rates.

Research and Development Expensefkesearch and development expenses decreasedd®i Miillion, or 14%, to NT$375 million in
2009 from NT$436 million in 2008. This decrease wemarily due to lower salary expenses associaitiia decrease in research and
development personnel, and the decrease of profedsiervices fees and expensable equipment expense

General and Administrative Expenses General and administrative expenses decreasBd $228 million, or 26%, to NT$658 million
in 2009 from NT$886 million in 2008, primarily die the decrease of depreciation expenses.
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Sales and Marketing ExpensesSales and marketing expenses decreased by NPshiflon, or 76%, to NT$561 million in 2009 from
NT$2,363 million in 2008, primarily due to a decseaf NT$1,790 million in allowance for doubtfutevables. The decrease was prime
due to full allowance already made on outstand@ugivables from Spansion and ProMOS in 2008.

Other Income (Expenses), Net Other expenses, net decreased by NT$3,404 miioh04%, to other income of NT$117 million in
2009 from other expenses of NT$3,287 million in 200his decrease was primarily due to the impaitriwss on property, plant and
equipment of NT$26 million recognized in 2009, cargd to an impairment loss on goodwill of NT$91 Tlion and impairment loss on
property, plant and equipment of NT$1,599 milli@ewognized in 2008.

Income (Loss) Before Income Tax, Noncontrolling Irgrests and Interest in Bonuses to Directors, Supesors and Employees Paid
by Subsidiaries .As a result of the foregoing, loss before income t@ncontrolling interests and interests in bosuseadirectors, supervisors
and employees paid by subsidiaries decreased byt@8%4oss of NT$4,989 million in 2009 from NT$6(Billion in 2008.

Income Tax Benefit (Expense) We had an income tax benefit of NT$421 millior2B09 compared to income tax expenses of NT$121
million for 2008, primarily due to an increase o$$ carried forward in 2009.

Net (Income) Loss Attributable to Noncontrolling Interests. The net loss of ThaiLin attributable to noncotiing interests amounted
to NT$149 million in 2009, compared a net loss 3443 million in 2008.

Interest in Bonuses paid by Subsidiaries Interest in bonuses paid by subsidiaries decdelagd 00% to nil in 2009 from NT$362
million in 2008.

Net Income (Loss) Attributable to ChipMOS. As a result of the foregoing, the net loss attalble to ChipMOS was NT$4,419 million
in 2009, compared to a net loss of NT$7,270 millim2008.

Critical Accounting Policies

We prepare our consolidated financial statementsirormity with ROC GAAP. Under ROC GAAP, we aegjuired to make certain
estimates, judgments and assumptions about mé#itgrare highly uncertain at the time those estsigudgments and assumptions are made,
and our financial condition or results of operationay be materially impacted if we use differerttimnetheless reasonable estimates,
judgments or assumptions about those matters &iprticular period or if we change our estimajigdgments or assumptions from perioc
period.

Under ROC GAAP, the significant accounting policis set forth in Note 2 of the notes to the cddatgd financial statements
contained in this Annual Report on Form 20-F. Tigaificant accounting policies that require us taka estimates and assumptions about the
effect of matters that are inherently uncertaindiseussed below. In connection with the recontilimof our consolidated financial statements
to US GAAP, there are no additional accountinggiedi that we believe are critical to us exceptescdbed below under “— Convertible
Note¢" and “— Share-Based Compensation”.

Allowance for Doubtful Receivables and Sales Retsirn

Our accounts receivable balance on our balance shafected by our allowances for doubtful acdswand sales returns, which reflect
our estimate of the expected amount of the recidgabat we will not be able to collect and ouiraate of the expected amount of sales
returns.

Our determination of the allowance for doubtfulgi@ables is based on our determination of two diffie types of reserves. The first type
of reserve involves an individual examination oéidable information regarding any customer thathage reason to believe may have an
inability to meet its financial obligations. Foretse customers, we use our judgment, based on #ilalde facts and circumstances, and rect
specific reserve for that customer against amodunsto reduce the receivable to the amount thatpected to be collected. These specific
reserves are reevaluated and adjusted as additdoahation is received. The second type of resés\a general reserve established for all
customers based on a range of percentages applefing categories. These percentages are badastorical collection and write-off
experience. If circumstances change, our estintdtdee recoverability of amounts due to us coulddskiced by a material amount. As of
December 31, 2010, we provided NT$73 million (US$iBion) for the first type of reserve and NT$1 huh (US$34 thousand) for the second
type of reserve. See “ltem 4. Information on thenpany—Customers”.
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Our determination of the allowances for sales retas of the end of any quarter is based uponleslog an average historical return
rate, usually based on the previous three quadadsmultiplying this by the revenue of that quarfes of December 31, 2010, we provided
NT$188 million (US$6 million) for the allowance séles returns

The allowance we set aside for doubtful receivablebsales returns was NT$2,433 million as of Ddxr31, 2008, NT$2,937 million
as of December 31, 2009 and NT$262 million (US$Bian) as of December 31, 2010. The allowancesfd&egsember 31, 2008, 2009 and
2010 represented 62%, 53% and 7%, respectivelyyioiccounts receivable and other receivables #weé dates. The allowance in 2008,
2009 and 2010 reflected a reduction of NT$2,292ianil NT$1,065 million and NT$74 million (US$3 nidh), respectively, in accounts
receivable and other receivables that were chaigedles and marketing expenses. If we were togehauar estimate of the allowance for
doubtful receivables either upward or downward 106%s,0perating income would be affected by NT$2tdusand (US$7 thousand) for 2010.

An increase in our allowance for doubtful receiesbhnd sales returns would increase our sales arigting expenses, decrease our
recorded revenue and our current assets.

Inventory Valuation

Inventories are stated at the lower of standartl (@dfusted to the approximate weighted averageaothe balance sheet date) or net
realizable value. Inventory write-down is made aritam-by-item basis, except where it may be apgatgto group similar or related items.
Net realizable value is the estimated selling patmventories less all estimated costs of conipheind necessary selling costs. Pric
January 1, 2009, inventories were stated at thed@ifvcost or market value. Any write-down was made totalinventory basis. Market valt
represented replacement cost for raw materialsiahcealizable value for finished goods and worgriogress.

In 2008, 2009 and 2010, we reserved NT$99 millldfi$199 million and NT$37 million (US$1 million) afiventory valuation
allowance, primarily due to the market price otéesand assembled DRAM and SDRAM inventory waswelost. In addition, we reserved
NT$3 million in 2008, NT$ 1 million in 2009 and NZ8 million (US$1 million) in 2010 for identified @lv-moving inventories.

As of December 31, 2010, we recorded NT$65 milld8$2 million) of inventory valuation allowances$the prevailing market price of
our testing and assembly services had been 10%,|eweewould have been required to recognize a tialniallowance of approximately
NT$76 million (US$3 million) in 2010 and would hadecreased our inventory value by 6.0% and decdeasenet income by 4.69
respectively.

Valuation Allowance for Deferred Tax Assets

When we have net operating loss carry forwardssstment tax credits or temporary differences inatmeunt of tax recorded for tax
purposes and accounting purposes, we may be al#ddce the amount of tax that we would otherwisedguired to pay in future periods. \
recognize all existing future tax benefits arisirgm these tax attributes as deferred tax assetshem, based on our internal estimates of our
future profits, establish a valuation allowanceada the extent, if any, that it is more likelathnot that deferred tax assets will not be
realized. We record an income tax expense or ktenedur statement of operations when there istaim@nge in our total deferred tax assets
and liabilities in a period. The ultimate realizattiof the deferred tax assets depends upon theajemeof future taxable income during the
periods in which the net operating losses and teampalifferences become deductible or the investrteencredits may be utilized.
Specifically, our valuation allowances are impadigaur expected future revenue growth and prafitabtax holidays, alternative minimum
tax, and the amount of tax credits that can b&edlwithin the statutory period. In determining gimount of valuation allowance for deferred
tax assets as of December 31, 2010, we considestgpprformance, the general outlook of the sendigoior industry, future taxable income
and prudent and feasible tax planning strategies.
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Because the determination of the amount of valnalfowance is based, in part, on our forecasttfré profitability, it is inherently
uncertain and subjective. Changes in market carditand our assumptions may cause the actual fotafigability to differ materially from
our current expectation, which may require us twéase or decrease the amount of valuation allogvdrat we have recorded. Because our
expectation for future profitability is generallysls during periods of reduced revenue, we will beerfikely to provide significant valuation
allowances with respect to deferred tax assetsiguhiose periods of already reduced income.

As of December 31, 2008, 2009 and 2010, the eratitence for valuation allowances were NT$1,823iam|INT$2,400 million and
NT$1,171 million (US$40 million), respectivel

Impairment Loss of Long-Lived Assets

Under ROC GAAP, we record impairment losses on{ibrgf assets used in operations if events andicistances indicate that the
assets might be impaired and the recoverable amafitiie assets of the cash-generating unit asethes the carrying amounts of those items.
Assumptions about the recoverable amounts of thg-lived assets require significant judgment onepected cash flow. Our cash flow
estimates are based on historical results adjustesflect our best estimate of future market apérating conditions. The net carrying value of
assets not recoverable is reduced to fair value n2unagement periodically reviews the carrying gafiour long-lived assets and this review
is based upon our projections of anticipated futiargh flows.

In determining whether any impairment charges vmex@essary for the property, plant and equipmenbpémer assets as of December 31,
2010, we assumed that the semiconductor industhgaitinue its growth in the next few years. Basg@dn our assumption of growth in the
semiconductor industry and our other assumptiomairinternal budget, for the purpose of deterngnithether any impairment charges are
necessary as of December 31, 2010, we estimateduhdiscounted future cash flows are not smafian our property, plant and equipment.
Therefore, no impairment loss has been recognizeespect of property, plant and equipment. We Ipageiously purchased equipment to
meet our commitments under a long-term serviceeageat with Spansion. Since our termination of tregtterm service agreement with
Spansion in February 2009, part of the equipmewnt hamained idle. As of December 31, 2010, we eadagp independent third party valuer
to value these idle equipment. An impairment IdsNB$392 million (US$13 million) was recognized Witespect to the idle equipment. If our
current estimates of future cash flows decreakesgtcash flows would be less than the reportediatrad long-lived assets, and we would be
required to recognize additional impairment loskiclhr would significantly decrease our net incomfobetaxes.

Under US GAAP, an impairment loss is recognizedmiiie carrying amount of an asset or a group atass not recoverable from the
expected future cash flows and the impairmentisseasured as the difference between the faievaha the carrying amount of the asset or
group of assets. The impairment loss is recordeinings and cannot be reversed subsequently -ln@dassets (excluding goodwill) held
and used by the Company are reviewed for impairnwbenever events or changes in circumstances tedicat the carrying amount of an
asset may not be recoverable.

Based on the assessment of our management, in @@l@cognized NT$9 million (US$309 thousand) ad&$8B2 million (US$13
million) of impairment loss for long-term investnierand other long-lived assets under ROC GAAP aBd3AAP, respectively.

While we believe that our estimates of future ddmhs are reasonable, different assumptions reggrsiuch cash flows could materially
affect our evaluations.
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Goodwill

Goodwill is recorded when the purchase price paiichh acquisition exceeds the estimated fair vafube acquired net identified
tangible and intangible assets. Under US GAAP,edfattive on January 1, 2005, under ROC GAAP, veess the impairment of goodwill on
an annual basis, or more frequently whenever triggeevents or changes in circumstances indicategbodwill may be impaired and its
carrying value may not be recoverable. Moreovdgeotize on January 1, 2006, goodwill is no longsiogtizable under ROC GAAP. Factors
we consider important which could trigger an impent review include, without limitation, the folldwg:

. a significant decline in our stock price for a sirs¢d period; an
. a significant decline in our market capitalizatietative to net book valu

Application of the goodwill impairment test is hilgtsubjective and requires significant judgmentuing the identification of cash
generating units, assigning assets and liabilitebe relevant cash generating units, assignirglgdl to the relevant cash generating units,
and determining the fair value of the relevant ogesherating units. Under ROC GAAP, the fair valfighe cash generating units is compared
to the associated carrying value including goodwitile under US GAAP, the fair value of the refrggtunits is compared to the associated
carrying value including goodwiill.

Under ROC GAAP, goodwill recorded from the acqidsitof ChipMOS Taiwan and Thailin is evaluated ifmpairment on an annual
basis. Based on our most recent evaluation, thedhie calculated by using the discounted futashdlows was lower than the associated
carrying value. According to management’s analiysisrporating the declining market capitalizatior2008, as well as the significant market
deterioration and economic uncertainties impaotixgected future demand management concluded #haitire goodwill balance of NT$917
million was impaired, we recognized a non-cash immpent charge of approximately NT$917 million foetyear ended December 31, 2008 to
write-off the entire carrying value of goodwiill.

Under US GAAP, the measurement of impairment ofdgadth consists of two steps. In the first step, thig value of the reporting unit is
compared to its carrying value, including goodwill.connection with the preparation of the finahstatements for the year ended
December 31, 2008, management made a determiradttbe fair value of the two reporting units. Failue is determined using a combinat
of an income approach, which estimates fair vaeed upon future revenue, expenses and cash fieecudted to their present value, and a
market approach, which estimates fair value usiagket multiples to various financial measures camg#o a set of comparable public
companies listed on Taiwan Stock Exchange. Manageooacluded the estimated fair values of the méppunits were less than their net
book value. Accordingly, the guidance in FASB ASED 3Intangibles — Goodwill and Others” requireseaand step to determine the implied
fair value of the Company’s goodwill, and to congdrto the carrying value of the Company’s gootlisiedopted. Second step includes
valuing all of the tangible and intangible assetd Babilities of the reporting unit as if it hagédn acquired in a business combination, including
valuing all of its intangible assets even if thegrarnot currently recorded to determine the implgdvalue of goodwill. Based on
management’s analysis incorporating the decliniagket capitalization in 2008, as well as the sigaifit market deterioration and economic
uncertainties impacting expected future demand,agament concluded that the entire goodwill balafdéT$969 million was impaired.

Convertible Notes

Under US GAAP, we are required to account for thieversion features in the 2006 Notes, the 2009 Naxtel the 2010 Notes as
derivative liabilities in accordance with FASB AST5 “Derivative and Hedging”. The discount attriole to the issuance date aggregate fair
value of the conversion features, totaling NT$458ion (US$16 million), is amortized using the etfere interest method over the terms of the
2006 Notes, the 2009 Notes and the 2010 Notes.

The change in fair value on revaluation of the edaleel derivative liabilities represents the differebetween the fair value of the
embedded derivative liabilities at the beginninghaf reporting period and their fair value at thd ef the reporting period. We are required to
record the change in fair value as a loss or gaiarobedded derivative liabilities in determining meome under US GAAP. As of
December 31, 2010, the fair value of the embeddedative liabilities amounted to NT$97 million (83 million) which resulted in a loss on
embedded derivative liabilities of NT$261 milliod$$9 million). These gains and losses were takenaacount when determining our net
income under US GAAP for the year ended Decembg2@10. The fair values of embedded derivativeslatermined using option pricing
models, which require us to make various assumgtioeluding among others, the expected volatditpur stock over the life of the option,
market interest rates, credit spread and the eggdif¢ of the option. In determining these inpss@mptions, we consider historical trends and
other relevant factors which may change from petioperiod. Because the option pricing models arsisive to change in the input
assumptions, different determinations of the regfiinputs may result in different fair value estiezaof the options.
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Under ROC GAAP, we are required to bifurcate anmhestely account for embedded derivatives contaimedir convertible notes issu
after 2005 in accordance with SFAS No. 34 “Finahicistruments: Recognition and Measurement”. Forarinformation, see Notes 13, 25j
and 26i to our consolidated financial statementgaioed in this Annual Report on Form 20-F.

Share-Based Compensation

Under US GAAP, we are required to account for anpleyee share option plans under the fair-valuetbasethod and to recognize
share-based compensation arrangements as experisesonsolidated statements of operations, inrdance with FASB ASC 715
“Compensation — Retirement Benefits”. The deteritiimaof the fair value of our share options on dia¢e of grant under the Black Scholes
Option Pricing Model is affected by the price of a@mmon shares and assumptions of a number ahtas, including the risk-free interest
rate, the expected life of the options, the estmditir value of our common shares and the expgwied volatility of our common shares over
the term of the options. In 2010, the share-basetpensation expense amounted to NT$31 million (U8#$ion), which was taken into
account when determining our net income and shédets equity under US GAAP for the year ended Delger 31, 2010.

Prior to adopting FASB ASC 715 in 2006, shhesed compensation arrangements were accountadder Accounting Principles Bog
Opinion No. 25, which utilized an intrinsic valupmoach in recognizing compensation expense. URGEE GAAP and prior to January 1,
2008, we accounted for our shdrased compensation arrangements under the intsiakie method. Commencing January 1, 2008, we ad
ROC SFAS No. 39 “Share-based Payment”. After treptidn of SFAS No. 39, our share-based compenshtsrbeen measured at the fair
value of the options at grant date using an optadoation model. For more information, see Note25k and 26h to our consolidated financial
statements contained in this Annual Report on F20rk.

Senior Management’s Discussion with the Audit Conttae

Our management has discussed the critical accauptilicies described above with the audit committeeur board of directors and the
audit committee has reviewed our disclosure rajdtinthe critical accounting policies in this seati

Impact of Foreign Currency Fluctuations and Governental or Political Factors

For a discussion of the impact of foreign currefiegtuations and governmental economics, fiscalnetary or political policies or
factors that may directly or indirect impact us $kem 3. Key Information—Risks Factors—Risks Riglg to Our Business—Fluctuations in
exchange rate could result in foreign exchangeek¥sand “Item 3. Key Information—Risks Factors—RigRelating to Countries in Which We
Conduct Operations”.

Liquidity and Capital Resources

Since our inception, we have funded our operatamtsgrowth primarily through the issuance of equatynixture of short- and long-term
loans and cash flow from operations. As of Decen®ie2010, our primary sources of liquidity weraltand cash equivalents (excluding
restricted cash and cash equivalents) of NT$7,1dBm(US$245 million), shorterm loans of NT$908 million (US$31 million) avdile to u:
in undrawn facilities, which have expired or wikpre before December 2011, and long-term loan$T#500 million (US$17 million)
available to us in undrawn facilities, which hawpieed or will expire before December 2015. To maat liquidity, capital spending and other
capital needs, we have taken certain steps distirdew.

73



Table of Contents

In December 2010, ChipMOS Taiwan reached agreemi¢émiand received approval from its bank crediforsan extension of its
repayment schedule on its short-term loans. Tlas tepayment schedule is further discussed under Nbto our consolidated financial
statements contained in this Annual Report on F20rk. The following related key extended repaynmemhs and conditions apply to
ChipMOS Taiwan’s bank loans due between 2009 t@2Bar repayment of non-revolving short-term lod@ipMOS Taiwan agreed to repay
20% of the outstanding principal on December 31,02@o repay the balance outstanding in eight gugrinstallments by the end of 2012, and
to set aside NT$50 million per month with Bank @fiWan from January 2011 until December 2012 to filmedscheduled estimated principal
repayments. ChipMOS Taiwan may maintain its currenblving short-term facilities but is requireditcrease its collateral to secure up to
60% of the outstanding principal amount by the eh2011. For repayment of lortgrm loans, ChipMOS Taiwan agreed to set aside Béiik
of Taiwan NT$300 million per month for 2011, NT$2#@lion per month for 2012 and NT$150 million papnth for 2013 to meet the
principal repayment schedule. The bank creditorsetjthat ChipMOS Taiwan may arrange additionakbBaans for purchasing operating
materials by using its available assets as codlat&€hese banks also agreed not to unilaterallgdiose and seize any machinery, property or
deposits of ChipMOS Taiwan and agreed to waivepanalties that might have to be imposed on the Gomn case of breach under the
existing loan agreements.

Our bank creditors provided us with a waiver in ey 2010 relating to any potential covenant bineaainder a syndicated loan facility
agreement with Standard Chartered Bank (Hong Kbimgijted as agent. The application by the Compamyefoly repayment of the
outstanding loan in four installments was approwefipril 2010 without penalty. The syndicated Idaility was fully repaid in January 2011.
See “Item 3. Key Information—Risk Factors—Risks&iglg to Economic Conditions and the Financial Mask—The global credit and
financial markets crisis could materially and adedy affect our business and results of operatiémsadditional information.

Liquidity
The following table sets forth our cash flows wigispect to operating activities, investing actgstifinancing activities and the effect of
exchange rate changes on cash for the periodsatedic

Year ended December 31

2008 2009 2010 2010
NT$ NT$ NT$ Us$
(in millions)
Net cash provided by (used ii
Operating activitie! $5164.: $ 781.(C $8,688¢ $298.C
Investing activities (2,296.9) (1,042, (3,587.) (123.)
Financing activitie: (1,395.) (2,503.9 (1,826.9) (62.7)
Effect of exchange rate changes on ¢ 46.: (1.8 (16.€) (0.6)
Net increase (decrease) in Ci $1,518.0 $(2,767.) $3,258.. $111.

Net Cash Provided by Operating Activities

Net cash provided by operating activities total&dbB,689 million (US$298 million) in 2010, comparedNT$781 million in 2009. The
increase in net cash provided by operating actiwitvas primarily due to a net income of NT$1,648ioni (US$56 million) in 2010, compared
to net loss of NT$4,419 million in 2009 and a deseeof accounts receivable of NT$1,564 million (B&#illion) in 2010 compared to an
increase of accounts receivable of NT$1,241 millio2009. The increase in net cash provided byaipey activities was also partially offset
by the increase of recovery of allowance for daulb#ceivables, which was NT$2,718 million (US$9#ion) in 2010 compared to NT$561
million in 2009.
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Net cash provided by operating activities total&épR81 million in 2009, compared to NT$5,164 million2008. The decrease in net
cash provided by operating activities was primadilye to allowance for doubtful receivables, whielcr@ased to NT$1,065 million in 2009
from NT$2,292 million in 2008 and an increase in@mts receivable of NT$1,241 million in 2009, cargyl to a decrease of accounts
receivable of NT$1,175 million in 2008. The deceeasnet cash provided by operating activities walas attributable to a decrease in
impairment loss on property, plant and equipmemMNT&26 million in 2009 from NT$1,599 million in 280The decrease in impairment los:
property, plant and equipment was primarily theultesf the recovery of the semiconductor indusimynpared with 2008.

Net Cash Used in Investing Activities

Net cash used in investing activities totaled NB583, million (US$123 million) in 2010, compared td $ll,043 million in 2009. The
increase in net cash used in investing activitias primarily the result of an increase in capitgdenditures and partially offset by the proceeds
from sales of property, plant and equipment whigtréased to NT$899 million (US$31 million) in 20ft6m NT$19 million in 2009. Capital
expenditures were NT$4,468 million (US$153 milliom2010, compared to NT$1,245 million in 2009.

Net cash used in investing activities totaled NO4B, million in 2009, compared to NT$2,297 millian2008. The decrease in net cash
used in investing activities was primarily the fdésfi a decrease in capital expenditures budge2®@9 prepared in 2008 in view of the global
economic downturn. Capital expenditures were NT48 saillion in 2009, compared to NT$2,391 million2008.

Net Cash Used in Financing Activities

Net cash used in financing activities totaled NBRY, million (US$63 million) in 2010, compared to $&,504 million in 2009. The
decrease in net cash used in financing activitias primarily the result of the proceeds from tHesaf 11.0% of ChipMOS Taiwan’s
outstanding share to Siliconware Precision of NI$3,million (US$39 million) in 2010. The net prodseof convertible notes were NT$131
million (US$4 million) in 2010 compared to the mpatyments of NT$517 million in 2009. This was pdlyiaffset by net payments of short-
term bank loans of NT$869 million (US$30 milliom) 2010, compared to NT$382 million in 2009 andpetments of long-term loans of
NT$2,227 million (US$76 million) in 2010, comparaNT$1,573 million in 200€

Net cash used in financing activities totaled NB$2, million in 2009, compared to NT$1,395 million2008. The increase in net cash
used in financing activities was primarily the fésid the net payments of bank loans of NT$382 nnmillin 2009, compared to the net proceeds
of NT$1,496 million in 2008 and net payments ofgeerm loans of NT$1,573 million in 2009, compatedet proceeds of NT$1,386 million
in 2008. This was partially offset by net paymesftsonvertible notes of NT$517 million in 2009, cpaned to net payments of NT$3,498
million in 2008.

Capital Resources

Capital expenditures in 2008 were funded by NT$5 mfllion in cash flows from operating activitigSapital expenditures in 2009 were
funded by NT$781 million in cash flows from openatiactivities. Capital expenditures in 2010 wenedied by NT$8,689 million (US$298
million) in cash flows from operating activities.

Steps taken with respect to generating additioraking capital and to saving cash are further dised under “—Liquidity and Capital
Resources.”
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Loans

As of December 31, 2010, we had long-term loar$T$10,566 million (US$363 million) (including cumeportions of such long-term
loans of NT$4,926 million (US$169 million)). As Blecember 31, 2010, the unused credit value of otstanding long-term loans under
various bank loans and syndicated loan facilitiesenapproximately NT$500 million (US$17 million)sAf December 31, 2010, NT$7,254
million (US$249 million) of our long-term loans weecollateralized by equipment, and NT$1,455 millfois$50 million) were collateralized
by land and buildings. Of our long-term loans,hie iggregate:

NT$9,779 million (US$336 million) were floating etoans with a rate between 1.214% and 3.75% Beoémber 31, 201!
repayable quarterly, se-annually or totally until December 201

NT$145 million (US$5 million) were fixed rate loamsth a rate between 4% and 4.69% as of Decemhe2@ID, repayabl
quarterly until December 2012; a

US$22 million (NT$642 million) were floating ratedns with a rate of 1.28438% as of December 310, 2@payable annually until
August 2011. This loan was fully repaid in Janu2y 1.

As of December 31, 2010, we had entered into theving syndicated loan facilities:

On March 21, 2003, we obtained a syndicated loaifitfain the amount of NT$1,000 million. This lodacility is separated into
two parts with its respective term of seven yeasfave years. This loan facility is secured by iLlids facilities and the testing
equipment at Chupei. As of December 31, 2010,|¢i#s facility was fully drawn

On July 27, 2004, we obtained a syndicated loattitiam the amount of NT$1,000 million for a terof five years. This loa
facility is secured by our facilities at the South&aiwan Science Park and our testing and asseegplipment located within our
facilities at Chupei, the Hsinchu Science Park thedSouthern Taiwan Science Park. As of Decembg2@Il0, this loan facility
was fully drawn,

On June 7, 2005, we obtained a syndicated loalityaici the amount of NT$1,000 million for a ternfifour years. This loan facilit
is secured by our facilities at the Hsinchu SciePagk. As of December 31, 2010, this loan faciligs fully drawn.

In January 2006, we obtained a syndicated loafitiaiiom banks in Taiwan in the amount of NT$6,0®@lion for a term of five
years. This loan facility is secured by our fa@htat the Hsinchu Science Park and our testingrasembly equipment locat

within our facilities at Chupei, the Hsinchu ScierRark and the Southern Taiwan Science Park. Beoémber 31, 2010, this loan
facility was fully drawn.

In February 2006, we obtained a syndicated loaititiafrom banks in Taiwan in the amount of NT$300fillion for a term of si
years. This loan facility is secured by Tha's facilities at Chupei. The last withdraw date wagyust 2009, and the facility was
adjusted to NT$1,500 million. As of December 311@0his loan facility was fully drawi

In June 2007, we obtained a syndicated loan fadilitm banks in Taiwan in the amount of NT$6,000iom for a term of five
years. This loan facility is secured by our fa@htat the Southern Taiwan Science Park and equiploeated within our facilities
Chupei, the Hsinchu Science Park and the South&imah Science Park. In November 2009, the fadddwnward adjusted to
NT$2,100 million. As of December 31, 2010, NT$2,X0illion (US$72 million) was fully drawn under thigan facility.

In July 2008, we obtained a syndicated loan facflibom banks in Taiwan in the amount of US$74.5ioml (NT$2,171 million) for
a term of three years. This loan facility is guaead by ChipMOS Taiwan. This loan facility was yutepaid on January 31, 201
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Certain of our loan agreements and indentures tooteenants that, if violated, could result in tdigations under these agreements
becoming due prior to the originally scheduled migtuates. These covenants include financial cam&nthat require us to:

. maintain a current assets to current liabilitig®rabove 1:2 and 1::

. maintain total indebtedness to sharehol’ equity (excluding goodwill and other intangible @is$ ratio below 1.5:1

. maintain total indebtedness to sharehol’ equity ratio below 1.2:1; ar

. maintain the earnings before interest, taxes, dégfen and amortization to gross interest expeate above 2:1 and 2.5:

In December 2009, ThaiLin was waived from compleadgth the earnings to principal and interest ratiguirement for 2009. ThaiLin
was in compliance with the financial ratio requiesthfor 2008 and 2010. In February and Novembe® 20@ November 2010, ChipMOS
Taiwan received three separate waiver request aplsrérom its creditors and was waived from comptwith the financial ratio
requirements for 2008, 2009 and 2010, respectilysuant to a bank creditors meetings and theoaapnotice from Standard Chartered
Bank on February 9, 2010, ChipMOS Bermuda, as b@rpand ChipMOS Taiwan, as guarantor, were wafk@ud compliance with the
financial ratio requirements as of December 31 82&fd December 31, 2009.

In December 2010, ChipMOS Taiwan further receivepraval for its request for repayment extensiomfimver 50% of the creditor
banks for its short-term loans and the amount c$N468 million (US$50 million) has been extendedb@mtember 31, 2010. The key
extension repayment terms include agreement byNoB Taiwan to repay 20% of the outstanding stema loans on December 31, 2010
to repay the balance in eight installments by sgttiside monthly installments of NT$50 million (US&illion) with Bank of Taiwan, the
largest bank creditor, commencing January 201 letceinber 2012.

In addition, a substantial portion of our shortateand long-term borrowings may be subject to repayrapon a material deterioration of
our financial condition, results of operations ar ability to perform under the loan agreements.

Set forth below are the maturities of our long-tdramk loans outstanding as of December 31, 2010:

As of
December 31, 2010
NTS US$
(in millions)
During 2011 $ 4,92¢ $16¢
During 2012 3,35¢ 11t
During 2013 1,87¢ 65
During 2014 23t 8
During 2015 and onwarc 172 6

$10,56¢ $362

As of December 31, 2010, certain of our land anitiings and machinery with an aggregate net bodkevaf NT$5,754 million
(US$197 million) and NT$5,859 million (US$201 mili), respectively, were pledged as collateral imneetion with our long-term
borrowings. Approximately 67% of our net propegiigant and equipment in terms of book value wasgsedas collateral for our long-term
loans.
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Our unused credit lines for short-term loans, aB@&tember 31, 2010, totaled NT$908 million (US$3lliom), which have expired or
will expire from January 2011 to December 2011 ofABecember 31, 2010, we had available undrawn-teng credit facilities totaling
NT$500 million (US$17 million)

As of December 31, 2010, we had credit loans fgrarts of machinery in the total amount of NT$21@lion (US$7 million), which are
due between February 2011 and June 2011. We adsa slaort-term credit loan for importing raw matégiand equipment in the total amount
of NT$107 million (US$4 million), which was due beten January 2011 and February 2011, and secuard for import in the total amount
NT$95 million (US$3 million), which was due by Felary 2011, and sh«-term working capital loan in the total amount oF$800 million
(US$27 million) and secured short-term working tadban in the total amount of NT$277 million (U@ million), which is due between
January 2011 and December 2011.

We believe our current cash and cash equivaleas$ flow from operations and available credit feie# will be sufficient to meet our
capital spending and other capital needs througletid of 2011. See “Item 3. Key Information—Riskteas—Risks Relating to Our
Business—Our significant amount of indebtednessimtedest expense will limit our cash flow and ababversely affect our operations”.
There can be no assurance regarding these maieveyer, considering prevailing global economicditans which continue to have a
negative impact on our ability to accurately fotaaur revenues, results of operations and castiqros

Capital Lease Obligations

ChipMOS Taiwan negotiated with its lessors and eotad the leases of certain equipment into calgitedes in November 2009. As of
December 31, 2010, ChipMOS Taiwan had capital leatigations of NT$1,454 million (US$50 million) tze repaid between 2011 and 2013,
with an interest rate between 4.0888% to 4.0973%6.|/€ased equipment and the corresponding capését payable are recorded at the lower
of the fair value of the leased equipment and tiesgnt value of the minimum lease payments of agshts. Under the capital leases,
ChipMOS Taiwan is required to maintain certain fio@l ratios, beginning in 2010. As of December3110, ChipMOS Taiwan was in
compliance with these financial ratio requirements.

Convertible Notes

As of March 31, 2011, we had approximately US$Siamlof convertible notes outstanding. As at theeds this Annual Report on Form
20-F, all convertible notes have been fully consgrdr redeemed and no convertible notes remainamating.

On November 3, 2004, ChipMOS Bermuda issued US$8®mof 1.75 % Convertible Senior Notes due 2@08 “2004 Notes”)with a
conversion price of US$7.85 per share (which wies ladjusted to a conversion price of US$6.28 parey. In December 2004, we
repurchased and cancelled approximately US$1 mibiiothe 2004 Notes. In October 2006, we made dnded conversion offer to the
noteholders of the 2004 Notes in which noteholders/erted approximately US$7 million in aggregaiagpal amount of the 2004 Notes it
a combination of common shares and cash. In Nove@i#6, we repurchased approximately US$6 millloaggregate principal amount of
the 2004 Notes pursuant to the noteholders’ puboptnder the indenture. In 2007, ThaiLin, ChipMD&wan’s 42.9% owned subsidiary,
purchased approximately US$9 million of the 2004d$oDuring 2008, we repurchased approximately BS#illion of the 2004 Notes. In
October 2009, we completed the closing of two fielyjanegotiated transactions with two investorsdira, in aggregate, US$54 million of the
2004 Notes. In the first transaction, the Compamy @n institutional investor completed the exchaofgdS$45 million in outstanding 2004
Notes for US$15 million in cash and US$16 millidrtlee 10% Notes (as defined below) issued pursigaan indenture with The Bank of Ne
York Mellon as indenture trustee. In the secondgaation, the Company and ThaiLin, ChipMOS Taiwgat?2.9% owned subsidiary, comple
an exchange of US$9 million in outstanding 2004d¥dbr US$3 million of the 10% Notes issued by nd BS$6 million of the 8% Notes (as
defined below). The remaining 2004 Notes, approxétyeS$2 million, were repaid in full at maturity 2009.

In September 2006, we issued US$100 million 3.3Ta%vertible Senior Notes due 2011 with a convergigee of US$6.85 (US$27.4)
per share, issued pursuant to an indenture withBEtmk of New York Mellon as the indenture trustée (‘2006 Notes”). In 2007, we
repurchased approximately US$1 million in aggregaitecipal amount of the 2006 Notes. In 2008, wagurehased approximately US$97
million in aggregate principal amount of the 2006t&&, primarily pursuant to the put option offetedler the indenture. On March 31, 2011,
the Company has elected to redeem approximately W8ion in aggregate principal amount of the 200&es, then outstanding. The
effective date of the redemption is May 3, 2011.
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In 2009, we issued the following convertible ndfeslectively, the “2009 Notes”):

. US$16 million of 10% Convertible Senior Notes d@d 2 with conversion price of US$1.5 (US$6.0) parehissued in Octob
2009 pursuant to an indenture with The Bank of N@sk Mellon as indenture trustee (t“10% Note");

. US$3 million of 10% Senior Convertible Bonds dud 2@vith a conversion price of US$1.5 (US$6.0) gears, pursuant to not
issued in October 2009 by us directly to ThaiLihjgd1OS Taiwan’s 42.9% owned subsidiary, in exchaogeutstanding 2004
Notes (also, th*10% Note”); and

. US$21 million of 8% Senior Convertible Bonds dud 2@vith conversion price of US$1.25 (US$5.0) parshpursuant to not
issued by us directly to the noteholders therdwf (8% Notes”), of which, US$16 million were issuedT haiLin in October 2009.
Approximately US$6 million of which principal amoiwas issued in exchange for outstanding 2004 NaridsUS$10 million of
which principal amount was purchased by ThaiLifeat value

In December 2009, we entered into purchase agrasmétin seven other investors (the “Purchasei@’the purchase of 8% Notes at f
value in the principal aggregate amount of US$1llani The Purchasers included the Chairman an@ixecutive Officer of the Company,
Mr. Shih-Jye Cheng, who purchased the 8% Notelsdmptincipal amount of US$1 million on the samenterand conditions as the other
Purchasers. The closing occurred on December 2® 20 all Purchasers other than PacMOS and thé@ha of PacMOS, Mr. Chi Hung
Yip. The closing for PacMOS and Mr. Chi Hung Yip the aggregate amount of US$5 million) occurrearch 2010.

As of the date of this Annual Report on Form 2@F2009 Notes have been fully converted into ammon shares, in various
conversion transactions that occurred during tfs guarter of 2010 through to second quarter Gfl200he conversion prices of our convert
notes disclosed in the foregoing paragraph com@iresponding adjusted figures in brackets dendtiageffect of the Company’s 1-for-evedy-
reverse stock split effective on January 21, 2011.

In March 2010, we issued US$5 million of 8% Ser@nvertible Bonds due 2015, upon the same comni¢ecias as the 8% Notes (the
“2010 Notes”), all of which have been fully conwsitinto our common shares, in conversion transaftioat occurred in May 2010 and April
2011.

The amount converted to our common shares uporecsion of the 2009 Notes and the 2010 Notes indaafeamount equal to the sum
of any make-whole amount and any accrued and urnipizicest, calculated in accordance with the teams conditions of the 2009 Notes and
the 2010 Notes. The makehole amount was the amount of interest that wbalk accrued from the applicable conversion datiéthe state
maturity, discounted to the present value usingptifdished yield on U.S. treasury notes havingragarable remaining tenor on the
determination date plus 50 basis points; provithad the additional 50 basis points was not add#tkifipplicable treasury note rate is greater
than two percent (2%) of any unpaid interest aatagof the conversion date. Under the 2009 Nated'2010 Notes’ “PIK” or payment in
kind provisions, unpaid interest was payable onatgrly basis and the Company had the optiongstibp the satisfaction of certain
conditions, of paying interest in cash or commoarehl or a combination thereof. When interest waipaour common shares, the number of
common shares was equal to the amount of inteegstijpe in common shares divided by the volume weiljaverage price of our common
shares over a period of 10 consecutive trading dagiing on the sixth day prior to the applicablgmant date.

See “Item 3. Key Information—Risk Factors—Risks &iglg to Economic Conditions and the Financial Mask for additional
information. For a discussion of the accountingtfa conversion feature of the convertible noteteatyS GAAP, see “— Critical Accounting
Policies—Convertible Notes” and “— US GAAP Recoratibn”.

79



Table of Contents

Research and development, patents and licenses
See the discussion under “Item 4. Information enGlompany—Research and Development”.

Trend Information

See the discussion under “Item 4. Information en@lompany—Industry Background” and “Item 4. Infotioa on the Company—
Competition”.
Off-Balance Sheet Arrangements

As of December 31, 2010, we had no off-balancetsreangements.

US GAAP Reconciliation

Our consolidated financial statements are preparadcordance with ROC GAAP, which differs in carteaterial respects from US
GAAP. The following table sets forth a comparisdmor net income, total assets and shareholdetstyetp accordance with ROC GAAP and
US GAAP for the periods indicated:

Year ended as of December 3.

2008 2009 2010 2010
NTS$ NT$ NTS$ US$
(in millions)
Net income (loss) attributable to ChipMOS in aceorck with:
ROC GAAP $(7,270.) $(4,418.) $ 1,644, $ 56.4
US GAAP (7,177.) (4,550.9 1,616.¢ 55.k
Total assets in accordance wi
ROC GAAP 35,441.( 30,356.: 31,315.( 1,074.¢
US GAAP 35,157.( 30,116. 31,035.: 1,065.(
Total equity (including noncontrolling interestg)accordance witt
ROC GAAP 14,542.¢ 9,952.; 14,043. 481.¢
US GAAP $14,154.; $ 9,433.¢ $13,372.4 $ 458.¢

Note 25 to our consolidated financial statementgaioed in this Annual Report on Form EGdescribes the principal differences betw
ROC GAAP and US GAAP as they relate to us, anccangliation to US GAAP of certain items, includingt income and shareholders’
equity. Differences between ROC GAAP and US GAARclihave an effect on our net income as reporteliuROC GAAP relate to, amol
other things, accrual for bonuses to employeesctlirs and supervisors, share-based compensatiosicanunting for our convertible notes.

Under FASB ASC 718, share-based compensation thosa are generally required to be accounted $orgua fair-value-based method
and recognized as expenses in the consolidatedrstats of operations. The standards became effdativthe first interim period beginning
after December 15, 2005. For more information,“seeCritical Accounting Policies—Share-Based Comim” and Notes 25k and 26h to
our consolidated financial statements containgtiimAnnual Report on Form 20-F.
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Under FASB ASC 815, we are required to bifurcate separately account for the conversion featu@uoftconvertible notes as
embedded derivatives contained in the convertibtesi Under US GAAP, we are required to carry tleesbedded derivatives on our balance
sheet at fair value and changes in fair valuebede¢ embedded derivatives are reflected in theotidaged statement of operations. The change
in fair value for embedded derivative liabilities the conversion feature for the year ended Deee®b, 2010, under US GAAP was NT$261
million (US$9 million) and the resulting net incorfe the year ended December 31, 2010, under US [BwAs approximately NT$1,617
million (US$56 million). For more information, s&mtes 25j and 26i to our consolidated financialesteents contained in this Annual Report
on Form 20-F.

Recent Accounting Pronouncements

See Note 26a to our consolidated financial statésneontained in this Annual Report on Form 20-Faaescription of the authoritative
accounting principals recognized by the Financie¢@unting Standards Board (“FASB”), FASB's issuan€&ASB Accounting Standard
codification guidance and the extent to which thegleimpact our consolidated financial statements.

Non-GAAP Financial Information Derived from US GAAP Measures

To supplement our consolidated income statemerthéoyear ended December 31, 2010, on a ROC GAAR, liur management uses a
non-GAAP measure of net income, which is net incponsuant to US GAAP adjusted to exclude two nashideems referred to as special
items. The two non-cash items excluded are chaingée fair value of the embedded derivative ligiei and amortization of discount on
convertible notes. These items are considereddyndmnagement to be outside of our core operatsgtse For example, changes in the fair
value of the embedded derivative liabilities relagavily to the price of our company’s common sbhairterest rate and volatility, all of which
are difficult to predict and outside of the contoblour management.

For these reasons, our management uses non-GAABtedjmeasures of net income and non-GAAP net iaquen share, both derived
from US GAAP measures to evaluate the performaho@rmocore businesses and to estimate future cenferpnance. In addition, this
information facilitates our management’s internanparisons to our historical operating results ab as to the operating results of our
competitors.

Our management finds these supplemental non-GAA&sures to be useful, and believes these non-GAA#3unes are useful to
investors in enabling them to perform additionadlgses of past, present and future operating pegoce and as a supplemental means to
evaluate our core operating results. However, msaale reminded that non-GAAP numbers are merslypplement to, and not a replacement
for, ROC GAAP or US GAAP financial measures. Thegwdd be read in conjunction with ROC GAAP and USAP financial measures. It
should be noted as well that our non-GAAP informratinay be different from the non-GAAP informatiaoyided by other companies.
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The following table sets forth, for the year en@etember 31, 2010, reconciliation of US GAAP nebme to non-GAAP net income:

Year ended December 31

2010
NTS$ Us$
(in millions, except for per share data)
US GAAP Net Income Attributable to ChipMOS (Bas® $ 1,616.¢ $ 55¢
US GAAP Net Income Attributable to ChipMOS (Diluje 1,778." 61.C
Special Items (in Nc-Operating Income (Expenses), N
Changes in the fair value of the embedded derigdiabilities @ 260.7 8.9
Amortization of discount on convertible no®) 11.4 0.4
Total Special Item 272.] 9.3
Non-GAAP Adjusted Net Income Attributable to ChipMO Sadic) $ 1,889.( $ 64.c
Non-GAAP Adjusted Net Income Attributable to ChipMOSil(iDed) $ 1,859.. $ 63.&
US GAAP Net Income Per Share (Bas $ 67.4f $ 231
Adjustment for special iterr 11.3¢ 0.3¢
Non-GAAP Net Income Per Share (Bas $ 78.8( $ 27C
US GAAP Net Income Per Share (Dilute $ 66.3¢ $ 2.2t
Adjustment for special iten 3.01 0.1C
Non-GAAP Net Income Per Share (Dilute $ 69.3¢ $ 2.3¢
Notes:

(1) Reflects the US GAAP adjustments as described e 86 of the notes to the consolidated financeteshents contained in this Annual Report on For-F.

(2) The management of our company believes exojudan-cash special item for the changes in thevtdire of the embedded derivative liabilities frésmnon-GAAP financial measure
of net income is useful for itself and investorsash gain does not have any impact on cash alailalur company

(3) The management of our company believes exojudan-cash amortization expense of discount on&uiile notes from its non-GAAP financial measuf@et income is useful for
itself and investors as such expense does notdrgvenpact on cash available to our compi
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Taxation

ChipMOS Taiwan was granted a ROC income tax exemtr a period of four years on income attribugatiol the expansion of its
production capacity as a result of purchases of egupment funded by capital increases in 1998991 2000. The tax exemption relatin
the expansion of production capacity in 1998 ar@1&pired on December 31, 2002. The tax exempéiating to the expansion of
production capacity in 2000 expired on December2BD5. The tax exemption relating to the expansioproduction capacity in 2001 expired
on December 31, 2008, and has resulted in tax gayar ChipMOS Taiwan of approximately NT$135 naifliin 2007.

ChipMOS Taiwan is also entitled to other tax in@esg generally available to Taiwan companies uticeiROC Statute of Upgrading
Industries, including tax credits of 30% for cemtaésearch and development and employee trainipgnses (and, if the amount of expenditure
exceeds the average amount of expenditure forrémeding two years, 50% of the excess amount mayeutited against tax payable) and
from 5% to 7% for certain investments in automatgdipment and technology. These tax credits mustitieed within five years from the
date on which they were earned. In addition, extmphe last year of the fivgear period, the aggregate tax reduction from tieseredits fo
any year cannot exceed 50% of that year’s incomédahility. In 2008, 2009 and 2010, tax creditsuked in tax savings for ChipMOS Taiwan
of approximately NT$161 million, nil and nil, resgmely.

ThaiLin was granted a ROC income tax exemptiorafperiod of five years on income attributable t® éxpansion of its production
capacity as a result of purchases of new equipfoeded by capital increase in 2002, which expiradecember 31, 2009. This has resulte
tax savings for ThaiLin of approximately NT$153 kih in 2008, nil in 2009 and 2010.

ThailLin is also entitled to other tax incentivesgrally available to Taiwan companies under the R8I&ute of Upgrading Industries,
including tax credits of 5% to 7% for certain intragnt in automated equipment and technology. Tteeseredits must be utilized within five
years from the date on which they were earnedddiitian, except for the last year of the i-year period, the aggregate tax reduction from
these tax credits for any year cannot exceed 508adi year’s income tax liability. In 2008, 20091&010, tax credits resulted in tax savings
for ThaiLin of approximately NT$5 million, nil andT$9 million (US$309 thousand), respectively.

Net income generated by ChipMOS Taiwan and Thadifier January 1, 1998, which is not distributethia year following the year the
income was generated, is subject to income taxeatdte of 10%. If that net income is subsequedifiiributed, the income tax previously paid
on that income is credited against the amount tftvalding tax payable by shareholders, who arenbviduals or entities of the Republic of
China (for taxation purposes), in connection wité distribution.

The ROC government enacted the ROC Alternative idiimh Tax Act (“AMT Act”) that became effective onnieary 1, 2006. The
alternative minimum tax (“AMT”) imposed under théVA Act is a supplemental tax which is payable & thcome tax payable pursuant to the
ROC Income Tax Act is below the minimum amount prigged under the AMT Act. The taxable income folcaating the AMT includes mo
income that is exempted from income tax under wsriegislations, such as tax holidays and investtasrncredits. The AMT rate for business
entities is 10%. However, the AMT Act grandfathecedtain tax exemptions and tax credits granteaf poi the enactment of the AMT. The
effects of the AMT on the tax expenses of ChipMG~an and ThaiLin in 2010 were not significant.

In accordance with the relevant tax rules and egguis of the PRC, ChipMOS Shanghai is entitledrtoancome tax exemption starting
from the first profit making year, with a full exgtion available for the first two years and a 50%raption available for three additional years
thereafter. As the first profit-making year for MOS Shanghai was 2004, the profits made in thesy2@04 and 2005 were fully exempt, and
the profits made in the years 2006 through 200&webject to a 50% tax exemption. Commencing Jgriy@009, ChipMOS Shanghai is
subject to a 25% tax on profits. Any tax lossesaaly be carried forward for five years.
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Tabular Disclosure of Contractual Obligations and @mmercial Commitments
The following table summarizes our contractual géditions and commitments as of December 31, 201ibeqgoeriods indicated:

Payments Due by Period

More than
Less than
Contractual Obligations Total 1 year 2-3 years 4-5 years 5 years
NTS NTS NTS NTS NT$
(in millions)

Long-term debi® @ $13,350.: $6,067.( $6,105.¢ $1,177.. $ —

Shor-term loans® 1,504.! 1,504.! — — —
Operating lease 231.( 27.1 52.2 52.1 99.¢

Capital commitment 877.5 877.1 — — —
Total contractual cash obligatio $15,963.c $8,476.. $6,158.. $1,229.. $ 99.¢

Notes:
(1) Includes interest payments. Assumes level of relevaerest rates remains at December 31, 2016| throughout all relevant perioc
(2) Includes capital lease obligatiot

In addition to the commitments set forth in the tcactual obligations table above, we have certatstanding purchase orders relating to
the procurement of raw materials for which theeeraw definite delivery dates or deadlines.

Item 6. Directors, Senior Management and Employee
Directors and Senior Management

Our board of directors currently comprises ninectiors, eight of whom were elected by our sharehisldnd one of whom was appoir
by directors to fill a vacancy on our board. Thentwer of directors, which must not be less thanetlmar greater than nine according to our bye-
laws, is set by our directors but so long as awgmoof directors remains in office, casual vacanoieshe board may be filled by the board. The
guorum for a meeting of the directors is set byltbard and otherwise is two in number. The chairofahe board is appointed from among
the members of the board.

There is no requirement under Bermuda law thatecttir be a shareholder.

The following table sets out the names of our decand executive officers, their positions witlr cstompany and their ages as of
March 31, 2011. The business address for our direeind executive officers is No. 1, R&D Road lindsu Science Park, Hsinchu, Taiwan,
Republic of China.
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Name Age Position Term Expires
ShiF-Jye Cheng 53 Chairman and Director/Chief Executive Offic 2011
Antonio R. Alvarez 55 Independent Directc 2011
Chin-Shyh Ou 54 Deputy Chairman and Independent Direc 2011
Hsinc-Ti Tuan 67 Director 2012
Yeon¢-Her Wang 55 Independent Directc 2012
Shot-Kang Cher 50 Chief Financial Officer and Directc 2012
John Yee Woon Sel 67 Independent Directc 2013
Chac-Jung Tsa 57 Director 2013
Rong HstL 61 Independent Directc 2013
Carl Lei 47 Acting President of ChipMOS Shangt —
Lafair Cho 49 President of ThailLi —
Li-Chun Li 54 Chief Operating Office —
Steve Chen 49 President of ChipMOS US —
Joyce Chan 50 Vice President, LCDD Production Gro —
Michael Lee 46 Vice President, Wafer Sort Business Grt —
Ivan Hsu 45 Vice President, Memory Production Gra —
Jesse Huan 45 Vice President, Assembly Production Grc —
David W. Wanc 63 Vice President, Research & Strategy Developmentet —
I-Fan Chianc 53 Vice President, |.T.M. Centt —

Shih-Jye Chenbas served as one of our directors and chief execoftficer since our inception. He was our depehgirman from our
inception to May 2004 and became our chairman iy R204. He has also served as a director and pretsid ChipMOS Taiwan since 1997,
the chairman of ChipMOS Taiwan since June 2003¢kia@rman of ThaiLin since 2002. He was a direofdByntax-Brillian Corporation from
November 2005 to June 2008, the chairman of ChipNs®&nghai from 2002 to June 2005, the chairmarhah@k from 2002 to Novemb
2005, the chairman of ChipMOS Logic from Januar§2€@ November 2005, the chairman of Advanced M@&hip Technology Co., Ltd.
from 2003 to April 2004 and a director of UltimaeEtronics Corp. from 2000 to June 2003. He wawiaidn head of the backnd operation ¢
Mosel from 1992 to 1997. Mr. Cheng has a mastex{gee in business administration from Saginaw Ya#i&ate University. Mr. Cheng is
currently under indictment of the Taipei DistriabBecutor’s Office for matters relating to the ghase by ChipMOS Taiwan and ThailLin of
certain repurchase notes in 2004. Although Mr. @h&as found not guilty by the Taipei District Coart October 1, 2007, the prosecutor
appealed the Taipei District Court’s decision oridDer 27, 2007. For more information, please sean13. Key Information—Risk Factors—
Risks Relating to Our Business—The ongoing crimpraceeding of and adverse publicity associatel Wit. Shih-Jye Cheng, our Chairman
and Chief Executive Officer, and Mr. Hung-Chiu Hwyr former director, could have a material adveféect on our business and cause our
stock price to decline”.
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Antonio R. Alvarehas served as one of our directors from July 2BB5Alvarez is currently the chief operating offioaf Advance
Analogic Technology. He was president and chietatiee officer of Leadis Technology Inc. from Novieer 2005 to January 2009 and is
currently a director. He was senior vice presidgert general manager of the memory products divisi@ypress Semiconductor Corporation
from 1998 to July 2005, and senior vice presidémesearch and development from 1991 to 2001. Hdshoaster’'s and bachelor's degrees in
electrical engineering from Georgia Institute otherology, where he is a member of the advisorydoéthe Electrical Engineering
Department. He is a member of the Institute focEleal and Electronic Engineers.

Chin-Shyh Otunhas served as one of our directors since Augus.288 has been the deputy chairman since Augugt. 24 has served
a director of ChipMOS Taiwan since June 2007. Mr.j@ned the National Chengchi University as aroaisge professor in 1993 and then
became professor in 1997. In 1998, he joined Nati@hung Cheng University as a professor and th&mlan of the Department of
Accounting. He led a project to establish the ekgeUMBA program and Graduate Institute of Accongtand Information Technology of
National Chung Cheng University in 1999. Mr. Oud®b masti’s degree in Public Policy and Management from €gim Mellon University,
and a Ph.D. degree in Business Administration (Aoting) from the University of Minnesota. Mr. Oultis several professional licenses and
qualifications, including U.S. Certified Public Amentant and Certified Internal Auditor.

Hsing-Ti Tuarhas served as one of our directors since Augus.2060 Tuan was the executive vice president oM®& Technologies
Inc. in charge of R&D from 2005 to 2010. Mr. Tuaastserved as a director of ProMOS since 1997. ManTwas the president of Mosel
Vitelic Corp., USA from 1994 to 2009. Mr. Tuan wihe acting president of Mosel from November 200Bézember 2005 and previously
served as the executive vice president of the@areh and development division. He was also the piesident of Mosel from 1992 to 1996.
Mr. Tuan also serves as a director of Mosel anccB¥DS Technology International. Mr. Tuan holds a teds degree in electrical engineering
from Utah State University and a bachelor’s dedmesdectrical engineering from National Cheng Kluhgiversity in Taiwan.

Yeong-Her Wangas served as one of our directors since July 26842 member of the board of directors of ChipM@&van. He has
been a professor in the Department of Electricgifigering of National Cheng Kung University sin@92. He serves as the vice president of
National Applied Research Laboratories since 28{&/was also an associate dean of the College dh&egng between 1999 and 20!
chairman of the Department of Electrical Enginegtietween 1996 and 1999, associate director dbépartment of Electrical Engineering
between 1993 and 1996 and director of the EledtRaatory, College of Engineering of National Chéfuigng University between 1995 and
1996. Mr. Wang holds Ph.D., master’s and bacheligirees from National Cheng Kung University inWaai.

Shou-Kang Chehas served as one of our directors since June P@Bas served as our chief financial officer, Btae relations officer
and head of the finance division of ChipMOS Taiwarce 2002. He was the head of our strategy demeapdepartment from 2000 to 2001.
He was the department head of the quality lab @pK2DS Taiwan from 1998 to 2000. Mr. Chen holds eH&dor’s degree in mining and
petroleum engineering and a master of science degre a Ph.D. degree from the graduate schoolmhmimetallurgy and material science
National Cheng Kung University in Taiws

John Yee Woon Settias served as one of our directors since Augu€).28& was a member of ChipMOS’s Board of Direcfoom
August 2000 to May 2004. Dr. Seto was a foundersamilor vice president of operation and stratetgioring of Vitelic Corporation U.S.A. +
served as the executive vice president of the basigroup of Mosel Vitelic Inc. from 1995 to 208 was a director of Mosel Vitelic Inc.
from 1999 to 2008. He served on the board of dirsdn a number of companies, such as ProMOS Téaogies Inc. and Advanced Analogic
Technologies Inc. He has been the president and @E@ernational Capture Tech Co LTD since 2006.1H#lds a Ph.D. in electrical
engineering from University of California at Berkg!

Chao-Jung Tsdhnas served as one of our directors since Noven@t. Mr. Tsai was a director of ChipMOS Taiwan frdanuary 2001
to December 2005, as a representative of SilicomWaecision, where he was a director from June 2@Ecember 2009 and served as a
supervisor from June 2002 to June 2005. He wasaatspervisor of Phoenix Precision Technology Gd. from June 2005 to December 2C
He was previously president of Grand Cathay Seearfo., Ltd. and assistant vice president of Chimest Commercial Bank Co., Ltd.
Mr. Tsai received his bachelor’s degree in statsstiom National Cheng Kung University and mastdggree in management of technology
from National Chiao Tung University in Taiwan. Heldls Taiwvan CPA and CFA licenses.
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Rong Hsuvas appointed by our board of directors on Octdh@008 to fill the vacancy from Mr. Takaki Yamaslaésignation. He has
served as one of our directors from July 2005 tgust 2008. He has been the director of Corp. R&EltdElectronics since February 2009.
He has been the vice president of Spatial Photdnicssince May 2006. He was a founder of eLCOSriicsplay Technology Group where
was the president from April 2001 to December 2@@hjor director of operations at Aurora Systemsf@on 1999 to March 2001, director of
manufacturing for micro-display systems and teséih§-Vision Co. from 1996 to 1999, manager of nfacturing at nCHIP Co. from 1991 to
1996, research engineer at Lawrence Livermore Natibaboratory from 1988 to 1991 and senior engiaééntel Corporation from 1982 to
1988. He has a doctorate degree in material engingelgom the University of Maryland, a master'gydee in material science from Brown
University and a bachelor’s degree in mechanicglreering from National Taiwan University. He ifoainding member and senior advisor of
the Chinese American Semiconductor Professionab@iason.

Carl Leihas served as the acting president and vice presifi@ssembly and testing operations of ChipMO&nghai since July 2010.
Mr. Lei was the deputy director of Backend Operatd ProMOS from 2004 to 2010 and product manag&tasel from 1998 to 2003. Mr. L
received his bachelor’s degree from Feng Chia Usityein Taiwan.

Lafair Chohas served as ThaiLin’s president since Decemh2003 and a director since December 30, 2002. Hewea president of
ThailLin from February 1, 2003 to November 30, 2088.has also served as vice president of the meproduction group of ChipMOS
Taiwan from July 2003 to August 2004 and as a treaf ChipMOS Taiwan from October 2003 to June2(8e served as a deputy assistant
vice president of the IC testing division of ChipQaiwan from April 2000 to December 2001 and aassistant vice president of the IC
testing division of ChipMOS Taiwan from January 2@6 January 2003. He served as manager of praductaterial control of Mosel from
1993 to 1997. He holds a master’s degree in indlistranagement from National Cheng Kung Universitffaiwan.

Li-Chun Lihas served as the Chief Operating Officer of Chi@aiwan since January 2010. Prior to joining Chip®] he served as
vice president of the Product Engineering grouplasel-itelic (U.S.A.) and ProMOS Technologies Inc. fr@d03 to 2009, and vice presid
of product development in Mosel-Vitelic (U.S.A.)daNosel-Vitelic (Taiwan) from 1992 to 2003. Mr. téceived a bachelor’'s degree in
electrical engineering from the University of Califia, Berkeley.

Steve Chenbas served as the president of ChipMOS U.S.A. shgpust 2008. Mr. Cheng has served as the dir@ftBmance and
Administration in ChipMOS U.S.A. since July 2004e Has been serving in ChipMOS U.S.A. since Noveriib88. He received a bachelor's
degree in business banking and insurance from EéirgUniversity in Taiwan.

Joyce Chandpas served as ChipMOS Taiwan’s vice president dd IDZiver production group since June 2004. She agséstant vice
president of ChipMOS Taiwan from 2002 to 2004 arahager of ChipMOS Taiwan from 2000 to 2002. Ms.ii¢haeceived a bachelor’s
degree from Chung Yuan Christian University in Taiw

Michael Leehas served as ChipMOS Taiwanice president of wafer sort business group since 2004. He was assistant vice pres
of ChipMOS Taiwan from 2003 to 2004 and assistér# president of King Yuan ELECTRONIC CO., LTD. fini2000 to 2003. Mr. Lee
received a master’s degree from National Chiao Tuinigersity in Taiwan.

Ivan Hsuhas served as ChipMOS Taiwan'’s vice president afiarg production group since December 2004. He wapMOS
Taiwan’s assistant vice president from 2003 to 2894 deputy assistant vice president from 200D@82Mr. Hsu received a bachelor’s
degree from Feng Chia University in Taiwan.
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Jesse Huangas served as ChipMOS Taiwan'’s vice presidentsdrably production group since April 2007. He was dlsistant vice
president of assembly engineering division formeHg received a bachelor’s degree in Physics fromcBow University in Taiwan.

David W. Wangoined ChipMOS Taiwan as vice president of ResearahStrategy Development Center in 2007. Prigoitong
ChipMOS, he was the vice president of Fibera, fireen 2001 to 2007. Mr. Wang served as Senior Dineat Lam Research where his
responsibilities included new product introductispstem integration, field escalation and managemferegional teams from 1996 to 2001.
Mr. Wang also worked for IBM’s Microelectronics Déion where he as Senior Engineer/ Manager ledrambchpackaging materials, process
development and marketing organizations. Mr. Warg member of SEMI Taiwan Packaging and Test Coreen&nd holds 45 US patents.
Mr. Wang holds a Ph.D in M.S. from the UniversifyMichigan and Bachelor of Science degree from &uUniversity.

I-Fan Chianghas served as ChipMOS Taiwan’s vice president bf Qenter since July 2010. Mr. Chiang was a vicesiolent of
Websurf Technologies Taiwan from 2003 to June 280 Chiang also served as a vice president ofuditinc. from 2000 to 2003.
Mr. Chiang holds a bachelor’s degree in Electrdmgineering from Tamkang University in Taiwan.

Board Practice and Terms of Directorship

Our board of directors consists of three classaBrettors. The first class of directors, consigtid Shih-Jye Cheng, Antonio R. Alvarez
and Chin-Shyh Ou, is up for edection at the annual general meeting in 2011thed every third annual general meeting thereafiee. secon
class, consisting of Hsing-Ti Tuan, Yeong-Her Wand Shou-Kang Chen, is up for re-election at thmiahgeneral meeting in 2012 and then
every third annual general meeting thereafter. thivd class, consisting of John Yee Woon Seto, €haw Tsai and Rong Hsu, is up for re-
election at the annual general meeting in 2013thed every third annual general meeting thereafter.

Any director vacates his or her office if he or:she

. is prohibited by law from being a director or ceatebe a director by virtue of the Bermuda Comeawict;
. resigns from his or her offici

. becomes bankrupt under the laws of any countrnpormounds with his or her credito

. becomes of unsound mind or a patient for the parpdsny statute or applicable law relating to rakhealth and the boa
resolves that his or her office is vacated

. is removed by a resolution passed by our sharefmitea special general meeting called for thappse.
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Share Ownership

The following table sets forth certain informatias of March 31, 2011 with respect to our commomeshawned by our directors and
executive officers.

Percentage Number of
Number of of Shares Exercise Price
Common Issued and Options of Options Expiration Date of

Name Shares Helc Outstanding Held (1) (US$) Options
ShiF-Jye Cheng 310,17¢ 1.0% 87,18 2.55-21.48¢ 2012/8/3-2015/11/11
Antonio R. Alvarez — — * * *
Chin-Shyh Ou — — * * *
Hsinc-Ti Tuan * * * * *
Yeon¢-Her Wang — — * * *
Shot-Kang Cher * * *
John Yee Woon Se! & kd kd
Chac-Jung Tsa — — * * *
Rong HsL — — * * *
Carl Lei * * * * *
Lafair Cho * * * * *
Steve Cheni * * * * *
Li-Chun Li — — * * *
Joyce Chan * * * * *
Michael Lee * * * * *
Ivan Hsu * * * * *
Jesse Huan * * * * *
David W. Wanc — — * * *
I-Fan Chiang — — * * *
Notes:

* Upon exercise of options currently exercisableested within 60 days after March 31, 2011, woulddfieially own less than 1% of our ordinary sha

(1) Each option covers one of our common she

(2) As of March 31, 2011, Chairman Cheng beneficialvned US$1 million in aggregate principal amoahbur 8% Notes with a conversion price of US$gieare. If Chairman Cheng
is to convert, on an as converted basis, he wownltd 6% of our outstanding common shares as of Matg 2011. Chairman Chesg8% Notes had been converted into 232,698 ¢
common shares due to the Comg’s election of automatic conversion, as announceslorrorm -K filed with the Commission on April 19, 201

Compensation Committee

The aggregate compensation paid in 2010 to ouctdire and our executive officers, including casti accrued pension payable upon
retirement, was approximately NT$76 million (US$8lion). In 2010, we granted options to purchas8,080 of our common shares to our
directors and executive officers as set forth entdible below. These options will vest over a gkdbfour to five years, with an equal
proportion vesting on each of January 19, May a6 /Angust 31, 2010, 2011, 2012, 2013 and 2014, ¢xoepertain options granted on
August 31, 2010 that vested on the date of grant.

Considerations paic

Number of common shares issuable upon exercise gftmns Expiration date Exercise price (US$ for options granted
12,500 January 19, 20! 2.7880 None
37,500 May 26, 201¢ 5.4740 None
68,750 August 31, 201 3.0600 None
18,750 August 31, 202 3.0600 None
11,500 August 31, 202 3.0600 None

We do not provide our directors with any benefigem termination of employment.
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Our compensation committee currently consists af AMiitonio R. Alvarez, Dr. John Yee Woon Seto andRwong Hsu. This committee
reviews and recommends to our board of direct@stimpensation of all our directors and officerableast an annual basis.

Audit Committee

Under our audit committee charter adopted on Feb2@, 2001 and amended on May 14, 2004, Decenthe2(D4 and August 27,
2009, our audit committee:

is directly responsible for the appointment, congagion, retention and oversight of the work of extrernal auditors or any oth
public accounting firm engaged for the purposerepgring or issuing an audit report or to perforrdig review or attestation
services

oversees our accounting principles and policiesyrftial reporting and internal control over finaheeporting, internal audit
controls and procedures, financial statements rageliendent audit

meets with management, our external auditors &agypropriate, the head of the auditing departn@discuss audited financial
statements, audit reports or other communicatimejding, without limitation, any audit problems difficulties relating to our
financial statements, any major issues regardieguatting principles and the adequacy of our intecoatrol over financial
reporting;

pre-approves, or adopts appropriate procedureetagprove all audit and non-audit services, if, gmgvided to us by our external
auditors;

establishes our internal complaints procedurelferreceipt, retention and treatment of complaietgived by us regardir
accounting, internal accounting controls or auditimatters, and for the confidential, anonymous ssion thereof by our
employees

evaluates the independence of and discuss with geament the timing and process for implementing thation of the audit
partners of the outside auditors; ¢

reviews and approves all our related party transas!

The audit committee currently consists of Dr. J¥ee Woon Seto, Dr. Chin-Shyh Ou and Dr. Yeong-Heng/ all of whom are
independent directors according to NASDAQ MarkeatplRules requirements. Dr. Chin-Shyh Ou servesfiaaacial expert to the Audit
Committee.

Nominations Committee
Under our nominations committee charter adoptedwgust 26, 2005, our nominations committee:

identifies individuals qualified to become membefshe board of directors, selects or recommenasimees to the board of
directors and, in the case of a vacancy of a directcommends to the board of directors an indiaido fill such vacancy

develops and recommends to the board of directamslards to be applied in making determination® éise absence of material
relationships between us and a direc

identifies members of the board of directors qiedifto fill vacancies on any committee thereof esxbmmends the appointment
the identified member(s) to the respective commj

assists our management in the preparation of #@adiure in our annual proxy statement regardiegferations of th
nominations committee; ar

performs any other duties or responsibilities eggliedelegated to the nominations committee byotheed of directors from time to
time relating to the nomination of members of thard of directors and any committee ther

Dr. Yeong-Her Wang, Dr. Rong Hsu and Dr. Chin-Styhare currently the members of our nominationsrodgtee.
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Special Investigation Committee

On December 21, 2004, in connection with allegetieznlement at Pacific Electric by our former diogst Mr. Hung-Chiu Hu and
Mr. Jwo-Yi Miao, and money laundering by our fornairector, Mr. Robert Ma Kam Fook, our board essdi@d a special investigation
committee to identify and investigate any past pregent dealings between ChipMOS Bermuda, includimgof its subsidiaries and affiliates,
and Messrs. Hu, Miao and Ma, and any companiegtiies affiliated with them. For additional infoation on the allegations, see “Item 3.
Key Information—Risk Factors—Risks Relating to @usiness—The ongoing criminal proceeding of anceask publicity associated with
Mr. Shih-Jye Cheng, our Chairman and Chief Exeeu@¥ficer, and Mr. Hung-Chiu Hu, our former direGtoould have a material adverse
effect on our business and cause our stock pridedtne”.

The special investigation committee was solely casegl of Messrs. Pierre Laflamme and Yeong-Her Wang of our Company’s
independent directors. Concurrent with the establent of the special investigation committee, cnaird requested the resignations of Mr. Hu
and Mr. Miao, who subsequently resigned from owardmn June 2 and June 8, 2005, respectively. @erDer 21, 2004, our board also
accepted the resignation of Mr. Ma. The speciadgtigation committee engaged Ernst & Young aitsrfsic accounting advisor and Baker &
McKenzie as its legal advisor to review transadititat were similar in nature to the transactitvas &llegedly implicated Messrs. Hu, Miao
and Ma at Pacific Electric as well as significaglaited party transactions between ChipMOS Bermindhiding its subsidiaries and affiliates,
and Messrs. Hu, Miao and Ma and any companiestdiesraffiliated with any of them. The special @stigation committee also engaged H
Kong counsel.

On June 23, 2005, the special investigation coremiresented its final report to our board of dnexc The special investigation
committee concluded that the review conducted mg&s: Young and Baker & McKenzie did not revealypeoaisly unknown information
regarding losses suffered by ChipMOS Bermuda, dtieer a potential liability relating to a creditiiity entered into with Trident (Asia)
Investments Limited, or Trident, and HSH Nordbar®,Adong Kong Branch, or Nordbank. The special itigasion committee noted that to
losses from transactions reviewed by it in the amhofi NT$454 million, relating to impairment lossasd realized losses of certain
investments, were reflected in our 2002, 2003 @@f#iZinancial statements, and a potential declingé value of our investment in respect of
Ultima Technology Corp. (BVI). In 2005, we recogeizan impairment loss of NT$188 million (US$6 noill) as a result of the decline in the
value of our investment to Ultima Technology CdiipV1). See Note 8 to our audited consolidated friahstatements contained in this Ann
Report on Form 20-F and “ltem 7. Major Shareholderd Related Party Transactions—Related Party @ictioss”. The special investigation
committee did not make any factual findings ashhlusiness purpose of the transactions reviewad tw persons at our company responsible
for such transactions. On August 26, 2005, ourddésolved the special investigation committee.

The Special Investigation Committee provided tHefang recommendations to our board of directors:

. reinforce the internal controls related to our camys investment decisions, including the desigeh ashoption of comprehensive
internal control procedures for investments in @mtion with our company’s implementation of thesimal control procedures
required to comply with Section 404 of the Sarbabekey Act of 2002 “ Section 40");

. strengthen the role of the board of directors iaregeing our compa’s investment activities

. develop an internal control mechanism applicableuwocompan’s selection of banks that our company will usedigposits so as
address both commercial risks and reputationasriaid

. develop more prudent and conservative procedugesding the entry by our company into banking teotcredit relationship:
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As of December 31, 2006, we had taken the followmgasures to implement the recommendations ofikeid& Investigation
Committee:

. engaged Ernst & Young to advise on the internatrobver financial reporting requirements undectim 404, including testing
and monitoring the effectiveness of our internaltools over financial reporting

. enhanced the board of directors’ ability to overseefinancial activities by adopting new intereahtrol procedures, pursuant to
which decisions relating to derivatives, loansttoees, endorsement and guarantee for third pagiesequity investments,
exceeding certain limits, are subject to the badidirector’ approval; anc

. reduced the risks inherent in banking or otheriteattivities by adopting new internal control pealtires, under which tt
application for any credit line or the opening afyaccount at any overseas banks is required &pprved by the board of
directors.

Special Committee

In connection with the indictment of Mr. Shih-Jybehg by the Taipei District ProsecuwOffice, our board of directors formed a spe
committee to evaluate the circumstances surrourttiegndictment. As of March 31, 2011, the spectahmittee was solely comprised of
Mr. Yeong-Her Wang, our Company’s independent dinecThe special committee has engaged K&L GateB (fbrmerly Kirkpatrick &
Lockhart Preston Gates Ellis LLP) as its indepenhd#ernational legal counsel and Baker & McKenageits independent ROC legal counsel,
and Ernst & Young (formerly know as Diwan, Ernsty&ung) as its accounting advisor to assist inve@ation and provide recommendatic

On June 28, 2006, the special committee issuedptsrt, including its findings and recommendatiddased upon the results of its
investigation, it found that: (1) Mr. Cheng hasldesd himself not guilty of the charges describethie indictment; (2) Baker & McKenzie,
after reviewing the indictment and the prosecutexkibits, have found that the evidence producethbyprosecutor seems to be inadequate
and that there is a low probability of the charigethe indictment being founded; (3) the finan@dlisor to the special committee have found
that we suffered no loss (not taking into accowehange rate factors) and that all monies (capitdlinterest) were remitted back to our
subsidiaries involved; (4) we have suffered no iifiable harm to our reputation or our business] &) Mr. Cheng has not been impaired by
the indictment to perform as our chairman and chxefcutive officer. The special committee recomneehithat our board maintains Mr. Cheng
as our chairman and chief executive officer with fesponsibilities and our board unanimously (With. Cheng having recused himself)
resolved to accept and adopt the special commitreeommendation with regard to Mr. Cheng.

Our board of directors also resolved to contingertile of the special committee, for the duratibthe ongoing criminal proceeding
involving Mr. Cheng to actively monitor any devetoents of the criminal investigation and take ooramend any appropriate action in light
of such developments.

During its engagement by the special committees&8nY oung identified certain internal control weedsses that existed during the
relevant period of the special committee’s investimn within ChipMOS Taiwan, ThaiLin and ChipMOSdio (which was merged into
ThaiLin on December 1, 2005). These weaknessesiwareas related to segregation of duties anagfarate governance on investment
authorizations, insufficiency of training for fingial personnel in respect of derivative transagj@nd non-compliance with the applicable
ROC regulations. These identified internal contvebknesses have either been addressed previousiyetmeen remedied by our company
and our subsidiaries.

In light of the identification of these internalntool weaknesses, the special committee recommethaéthe audit committee of the
board of directors lead a special task force apdnteo the board of the directors as to the efffecess of the implementation of internal cor
over financial reporting, with an aim to enhance campany’s financial personnel’s knowledge of dative transactions. The board of
directors unanimously resolved to accept and att@pspecial committee’s recommendation in this mkga

In August 2006, we engaged Ernst & Young to desigain employee training sessions regarding dévevéransactions and the
applicable accounting treatment for these transasti
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See “Item 3. Key Information—Risk Factors—Risks&iglg to Our BusinessFhe ongoing criminal proceeding of and adverseipit
associated with Mr. Shih-Jye Cheng, our Chairmah@inief Executive Officer, and Mr. Hung-Chiu Hu,rdarmer director, could have a
material adverse effect on our business and cawsstack price to decline”.

Employees
The following table sets forth, as of the datesdatbd, the number of our full-time employees sggin the functions indicated:

As of
As of December 31, March 31,

Function 2008 2009 2010 2011
General operatior 2,71¢ 3,001 3,22¢ 3,341
Quality control 37¢ 38C 381 397
Engineering 1,35C 1,29¢ 1,36( 1,35¢
Research and developmt 27¢€ 262 26¢ 264
Sales, administration and finar 201 18¢€ 213 212
Others 364 37C 361 36C
Total 5,28¢ 5,49¢ 5,80¢ 5,93

The following table sets forth, as of the datesdatéd, a breakdown of the number of our full-tiemeployees by geographic location:

As of
As of December 31, March 31,

Location 2008 2009 2010 2011

ChipMOS H.K. Taiwan Branch (Hsinch 11 — — —
ThaiLin (Hsinchu Industrial Parl 632 69t 66¢ 653
ChipMOS Taiwan Hsinchu Production Gra 1,718 1,70: 1,65¢ 1,65¢
ChipMOS Taiwan Southern Taiwan Production Gr 2,33C 2,47¢ 2,88¢ 3,02¢
Shangha 591 617 591 587
Japan and the United Sta 7 5 5 5
Total 5,28¢ 5,49¢ 5,80¢ 5,932

Our employees are not covered by any collectivgdiaing agreements. We have not experienced aikgsor work stoppages by our
employees and believe that our relationship withesaployees is good.

Share Option Plan and Share Appreciation Rights Pla

We adopted a broad-based share option plan in 28tith was amended at a special general meetidasoh 19, 2004 to increase the
number of shares available for issuance undertthreeoption plan from 5,800,000 (1,450,000) to 9,000 (2,250,000). In August 2006, we
adopted a second broad-based share option plachwhs 7,000,000 (1,750,000) shares availables$oiance. Each share option plan provides
that our directors, officers, employees and thdsmuo affiliates may, at the discretion of our bebaf directors or a committee, be granted
options to purchase our shares at an exercise g@iioe less than the par value of our common shates board or the committee has complete
discretion to determine which eligible individuale to receive option grants, the number of sheubgct to each grant, the exercise price
options granted, the vesting schedule to be ircefée each option grant and the maximum term fhicly each granted option is to remain
outstanding, up to a maximum term of ten years.
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In 2008, we granted 3,981,487 (995,371) share ngtiwith an exercise price, at the time of graatging from US$0.1870 to US$2.97
(US$0.748 to US$11.9) per share. In 2008, 763,290,807) share options were forfeited, 1,180,73% (284) share options were expired and
127,850 (31,962) share options were exercised0@®2we granted 1,977,577 (494,394) share optigitls,an exercise price, at the time of
grant, ranging from US$0.2132 to US$0.6375 (US$2B85 US$2.55) per share. In 2009, 697,181 (174,88&re options were forfeited,
385,001 (96,250) share options were expired anshaite options were exercised. In 2010, we gradtt@db40 (160,660) share options, with an
exercise price, at the time of grant, ranging fld8$0.6120 to US$1.3685 (US$2.448 to US$5.474) Ipares In 2010, 848,198 (212,049) sh
options were forfeited, 1,415,200 (353,800) shat®oas were expired and 76,985 (19,246) share opticere exercised. As of December 31,
2010, we had 8,456,215 (2,114,054) share optiotstanding, with an exercise price ranging from US830 to US$6.4770 (US$0.748 to
US$25.908).

In September 2006 and August 2008, we adoptedra sppreciation rights (“SARs”) plan pursuant toicthwe may issue up to
2,000,000 (500,000) and 3,000,000 (750,000) cakled&SARS to our directors, officers, employeed trose of our affiliates. Under the share
appreciation rights plan, each holder of SARs,ddsthhereunder will be entitled to receive, on thpli@able exercise date, cash in an amount
equal to the excess of the market value of our comshares on such date over the exercise priagcbfrights. Our board of directors or a
relevant committee thereof has complete discredigar the administration of the share appreciatights plan, including determining the
recipients of the share appreciation right awattts number of rights awarded, the exercise dateexiercise price and other relevant terms.
Unless earlier terminated by our board of directorthe relevant board committee, the plan will agmreffective until September 2016 and
August 2018. In 2008, 623,285 (155,821) SARs weaatgd, with an exercise price, at the time of gramging from US$0.1870 to
US$2.9750 (US$0.748 to US$11.9). In 2008, 367,840972) SARs were forfeited. In 2009, 1,173,06(265) SARs were granted, with an
exercise price, at the time of grant, ranging fld80.2210 to US$0.6375 (US$0.884 to US$2.55). 102Q04,662 (51,165) SARs were
forfeited and no SARs were exercised. In 2010,0@&8,625) SARs were granted, with an exerciseepat the time of grant, ranging from
US$0.612 to US$0.765 (US$2.448 to US$3.06). In 2685@,200 (89,300) SARs were forfeited and 61,2@)300) SARS were exercised. As
of December 31, 2010, we had 2,510,028 (627,50 RsSdutstanding, with an exercise price, at the tifngrant, ranging from US$0.1870 to
US$6.4770 (US$0.748 to US$25.908).

The share numbers and exercise price of our shi@nglan and share appreciation rights plan dged in the foregoing paragraph,
contain corresponding adjusted figures in bracetsoting the effect of Company’s 1-for-every-4 mseestock split effective on January 21,
2011.
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ltem 7. Major Shareholders and Related Party Transaction:
Major Shareholders

The following table and information set out certaiformation as of March 31, 2011 regarding the exghip of our common shares by
(1) each person known to us to be the owner of riiare five percent of our common shares and (2)dtad amount owned by our directors
and executive officers as a group.

Percentagt
Number of
Identity of person or group shares ownet Owned
ThaiLin Semiconductor Cor|® 6,474,21. 19.¢
Siliconware Precision Industries Co., (2) 3,043,74 9.3
Mosel Vitelic Inc.® (4 2,798,65! 8.€
DLS Capital Management, LL®) 1,925,97! 5.¢

Directors and executive officers, as a gre®) 377,84( 1.2

Notes:

(1) From December 2008 to August 2009, ThaiLin @egli2,025,455 (506,364) shares pursuant to the Raib5-1/10b-18 securities purchase program, umbieh purchases commenced
on December 28, 2008; 4,060,633 (1,015,158) sliandsrch 2009 pursuant to its enforcement of tHéateral provided by ProMOS under the Stock Plelgeeement entered into
between ThaiLin and ProMOS dated December 3, 2D@85,410 (401,352) shares and 262,829 (65,707¢sm@2010 and January 2011, respectively, putgoahe interest shares
payment under 2009 Notes held by ThaiLin and 4@8@5bshares in March 2011 pursuant to the conversi@09 Notes held by Thailii

(2) Siliconware Precision completed a share puelasl subscription transaction with ChipMOS Taiwad us on March 27, 2007, pursuant to which weGmgMOS Taiwan purchased
all of Siliconware Precision’s equity interest ihipMOS Taiwan, and Siliconware Precision subscritoed 2,174,998 (3,043,749) of our common sharesutgh a private placement.
See“Item 4. Information on the Compeé—Our Structure and Histo—ChipMOS TECHNOLOGIES IN".

(3) Mosel owned 10,850,052 (2,712,513) shareseéatlir through Giant Haven, and 344,592 (86,146)eshmdirectly through Modu Investment Ltd. In June 2006, Mosel sold 6,988
(1,739,130) shares through its wholly-owned subsjdiGiant Haven pursuant to our shelf registrasiziement. In July 2007, Mosel sold 8,121,2663@,816) shares through Giant
Haven to ProMOS and Powertech Technology, and e ghanted Giant Haven, ProMOS and Powertech Téotmaertain rights to require us to register thelseres for sale under
the Securities Act. Mosel is a public company tste the Taiwan Stock Exchang

(4) Excludes shares owned by PacMOS Technologiddittds Limited, or PacMOS, that may be beneficiallyned by Mosel. See “Item 5. Operating and FirglriReview and
Prospect—Liquidity and Capital Resourc—Convertible Note” for more information on PacMC holding of our convertible note

(5) According to the Schedule 13G filed by DLS Capiteinagement, LLC with the SEC on January 31, 2

(6) Excludes Mose$ beneficial ownership of our common shares whiely e considered to be beneficially held by someuofdirectors or officers. Includes shares heladénain family
members of certain directol

The share numbers disclosed in the foregoing notegain corresponding adjusted figures in bracletmoting the effect of Company’s 1-for-every-4eee stock split effective on
January 21, 2011.

As of March 31, 2011, approximately 56% of our coomnshares were held of record by shareholdersdddatthe United States. All
holders of our common shares have the same vadghtsrwith respect to their shares.

Related Party Transactions
Siliconware Precision Industries Co., Ltd.

As of March 31, 2011, Siliconware Precision owne2P® of our outstanding common shares and 15.8%hgfMOS Taiwan's
outstanding shares. On March 27, 2007, we compkesdthre purchase and subscription transaction@ithMOS Taiwan and Siliconware
Precision, under which we and ChipMOS Taiwan puselaall of Siliconware Precision’s equity interes€hipMOS Taiwan, and Siliconware
Precision subscribed to 12,174,998 (3,043,749 shegdaking into effect of 1-for-every-4 reversecktsplit effective on January 21, 2011) of
our newly issued common shares through a privatesphent. ChipMOS Taiwan became our wholly-ownedisiidry on September 14, 2007.
In February 2010, we agreed to sell 15.8% of Chif@vaiwan’s outstanding shares to Siliconware Pi@tid he share purchase transaction
was completed in January 2011. As of March 31, 2@&lowned 84.2% of ChipMOS Taiwan’s outstandingreh. Siliconware Precision is an
independent provider of semiconductor testing aakaging services. Siliconware Precision currenély, and is expected to continue to have
from time to time in the future, contractual antdestbusiness relationships with us. From timenetiSiliconware Precision provides assembly
services to us. Often, Siliconware Precision rentleese assembly services directly to our custothessigh customer referrals from us. On
January 1, 2001, ChipMOS Taiwan entered into aautibacting agreement for a term of two years witit@ware Precision, pursuant to
which Siliconware Precision is obligated to provassembly services to us. This agreement was eadefiod another two years from January
2004 to December 2005. Sales to Siliconware Pretisi 2009 was NT$195 thousand, in 2008 and 20&0diel not outsource to Siliconware
Precision.
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Mosel Vitelic Inc.

As of March 31, 2011, Mosel indirectly owned 8.6%@ar outstanding common shares. Mosel designsrartifactures semiconductor
products, including DRAM, SRAM, flash memory, LCddaother flat-panel display driver semiconductard power-related semiconductors.
Mosel and its affiliates currently have, and arpested to continue to have from time to time infiitere, contractual and other business
relationships with us. Our relationships include fbllowing:

. Rental revenue from Mosel was NT$2 million in 20

. In 2008, 2009 and 2010, we paid NT$148 thousanch¥B thousand and NT$148 thousand (US$5 thousandbsite fees to
Mosel for provision of certain website servic

Registration Rights Agreements with Siliconwareciien, Giant Haven, ProMOS and Powertech Technplag.

In March 2007, we issued 12,174,998 (3,043,749)momshares pursuant to a share purchase and gilmsceagreement with ChipMC
Taiwan and Siliconware Precision, and we entertaarregistration rights agreement, dated Marc22@7, with Siliconware Precision,
pursuant to which Siliconware Precision agreedtimsell or otherwise transfer any of our commornre$idt acquired in the share purchase and
acquisition for a period of nine months after Ma2dh 2007, and we granted to Siliconware Precisgrnain rights, including demand
registration, “piggyback” registration and Form Fegjistration rights, to require us to registeccisnmon shares for sale under the Securities
Act. In addition, we entered into a registratioghts agreement, dated August 8, 2007, with GianeHaProMOS and Powertech Technology
Inc., pursuant to which we granted to Mosel, ProV#D8 Powertech Technology Inc. certain registratights, including customary demand
and “piggyback” registration rights, common shdmshe sale of our common shares under the Séict. In March 2009, ThaiLin
acquired 4,060,633 (1,015,158) common shares frarkl®S pursuant to its enforcement of the collataraler a Stock Pledge Agreement
entered into between ThaiLin and ProMOS dated Déeerf, 2008.

The share numbers disclosed in the foregoing notegain corresponding adjusted figures in bracletsoting the effect of Company’s
1-for-every-4 reverse stock split effective on Jag21, 2011.

DenMOS Technology Inc.

We do not own any equity interest in DenMOS. Ad/afrch 31, 2011, Mosel directly owned 44.1% of commsbares of DenMOS. Sales
to DenMOS were NT$9 million, NT$1 million and nil 008, 2009 and 2010, respectively.

On October 15, 2003, we entered into a long-termexgent with DenMOS, under which we reserve a fipdcamount of capacity for
LCD and other flapanel display driver semiconductor testing andragbe services to DenMOS and under which DenMOS gpizies to plac
orders in the amount of the reserved capacity feeréod of 48 months. This agreement supersedisilaisagreement that we entered into on
May 25, 2002. The long-term agreement was autoalbtiterminated on December 31, 2006.
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SyncMOS Technologies Inc.

We do not own any equity interest in SyncMOS Tedbgies, Inc., or SyncMOS. As of March 31, 2011, Kldadirectly owned 41.5%
SyncMOS Technologies Inc. In 2008, 2009 and 20Epwevided storage services to SyncMOS and reatainue from SyncMOS was
NT$2,208 thousand, NT$2,208 thousand and NT$2 R68sand (US$76 thousand), respectiv

ChipMOS TECHNOLOGIES (Shanghai) LTD.

Since 2002, we have managed our PRC operationsM@ Shanghai, through Modern Mind, our controBedsidiary. Whilst we did
not own any equity interest in Modern Mind, we ttatrolled Modern Mind through our ownership of M8 T Notes. Under the MMT
Assignment Agreement, ChipMOS has agreed to selMRIT Notes to ThaiLin for a purchase price of appmately US$40 million subject
certain closing conditions. Post completion of ssnent Agreement transaction, ThaiLin is expeateichimediately convert the MMT Notes
into common shares of Modern Mind and purchasefdle remaining common shares of Modern Mind frizesper, with ChipMOS Shanghai
becoming a wholly-owned subsidiary of ThailLin.

Under a technology transfer agreement dated Augu@02, we licensed certain technologies and systand agreed to provide certain
technical support and consulting services to Chi@vEhanghai relating to those technologies and mgstand ChipMOS Shanghai paid an
aggregate of US$25 million to us in 2002 for thehteology and services we provide under this agreeme

On April 22, 2004, ChipMOS Hong Kong and ChipMOSaBghai entered into an exclusive services agregmperguant to which
ChipMOS Shanghai will provide its services excledvto ChipMOS Hong Kong or customers designate@bypMOS Hong Kong. Under the
exclusive services agreement, ChipMOS Hong Kongilchase and consign to ChipMOS Shanghai aheftquipment required to render
those services. The exclusive services agreemsrd berm of ten years and will automatically beeweed for periods of ten years, unless
terminated by either party at least 30 days pddhe expiration of such ten-year term. In additi®hipMOS Hong Kong may terminate the
exclusive services agreement at any time by gi@ihglays’ prior notice. The exclusive services agre® was terminated on July 1, 2010.

On July 1, 2010, ChipMOS Bermuda and ChipMOS Shanghtered into an exclusive services agreemensupat to which ChipMOS
Shanghai will provide its services exclusively tigMOS Bermuda or customers designated by ChipM@®nBda. Under the exclusive
services agreement, ChipMOS Bermuda agrees to graaune of the equipment and consign such equipfoense by ChipMOS Shanghai.
The exclusive services agreement has a term gof¢ars and will automatically be renewed for periofiten years, unless terminated by either
party at lease 30 days prior to the expirationuahsten-year term. In addition, ChipMOS Bermuda iteagninate the exclusive services
agreement at any time by giving 30 days’ prior cmti

ThaiLin Semiconductor Corp.

On March 4, 2008, ChipMOS Taiwan made a loan iamount of NT$145 million that bears interest aai 0f 4.69% per annum to
Kolin, a major shareholder of ThaiLin. The loarsécured by a pledge by Kolin of 11 million commdaies of ThaiLin. On August 22, 2008,
Kolin repaid NT$15 million of the loan. On Decemi2&, 2008, ChipMOS Taiwan notified Kolin to proceeith the transfer of the collateral’s
ownership, the payment of unpaid loan and inteaestued in the amount of NT$130 million, and thgrpant of interest incurred due to loan
repayment default under the loan. On January 209,2Kolin informed ChipMOS that it could not fulfilequest made by ChipMOS, including
the transfer of shares since it is prohibited tsdander an interim restrictive order of dispositiSubsequently, Kolin was granted on
March 27, 2009, pursuant to a ruling of Taiwan BéstCourt on (Civil Ruling no.7 and No.9 of 2008)e approval for its reorganization and
declaration of creditor’s rights application. THere, such shares shall still be deemed as thétorsdcollateral. ChipMOS made the creditor’
rights application on April 21, 2009. On January 3011, a final ruling of Taiwan High Court (Ci\Rluling No0.186 of 2010) confirmed its
approval of the organization plan of Kolin. As bétdate of this Annual Report on Form R0the reorganization execution of Kolin by its ¢
appointed administrator is still ongoing.
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As of March 31, 2011, ThaiLin held 6,474,211 of outstanding shares, corresponding to 19.9% affalr outstanding shares.
ThailLin’s current holding includes 4,060,633 (1,(EB) shares or 3.1% of our outstanding sharesi@ehpursuant to ThailLin’s enforcement
of the collateral provided by ProMOS under the tBtedge Agreement dated December 3, 2008, enit@icetetween ThaiLin and ProMOS,
2,025,455 (506,364) shares or 1.6% of our outstansihares accumulated from the Rule 10b5-1/10ked8rgies purchase program launched
in December 2008, and 1,868,239 (467,059) shar&<1é6 of our outstanding shares acquired purswattietinterest shares payment and
4,485,630 shares or 13.8% of our outstanding slzaesired pursuant to the conversion of 2009 Niotédarch 2011.

The share numbers disclosed in the foregoing notegain corresponding adjusted figures in bracletsoting the effect of Company’s
1-for-every-4 reverse stock split effective on Jagw21, 2011.

ProMOS Technologies Inc.

As of March 31, 2011, Mosel directly and indireathyned 12.0% of ProMOS. Following the transfer ajddl’'s DRAM business to
ProMOS in 2003, sales to ProMOS accounted for 18&upnet revenue in 2008, 6% of our net revenu20id9 and 12% of our net revenue in
2010.

On July 1, 2003, ChipMOS Taiwan entered into a l@rgh agreement with ProMOS, under which ChipMO&vaa reserves a specified
amount of capacity for DRAM testing and assemblyises to ProMOS and under which ProMOS guarartteetace orders in the amount of
the reserved capacity. This agreement was supetsedely 2007 when ChipMOS Taiwan and ProMOS euénto a new long-term
agreement with similar terms and conditions, extiegt under the new agreement, ProMOS will givep®t®S six month rolling forecast on
testing and assembly service orders to be placed,tand ProMOS guarantees that such orders wilesent no less than certain percentage of
ProMOS'’ total production volume of these produetsc{uding OEM products). The price for the servioE€hipMOS Taiwan under this
agreement will be agreed upon quarterly, subjecettain price adjustments. If ChipMOS Taiwan islbie to test and assemble the agreed
number of DRAM, ProMOS may use a third party toerathe shortfall and ChipMOS Taiwan may be lialole &mong other damages, any
operation loss of ProMOS caused by such delay yrdditional costs in using a third party to cotres shortfall. If ProMOS fails to place
orders in the amount of the reserved capacity, @GO Taiwan is entitled to damages calculated baseithe difference between the value of
the reserved capacity and the value of the acted gapacity, provided that the value of the capégi ChipMOS Taiwan that has been used
for other customers shall be deducted. In Marct8B28@oMOS failed to place orders in the amounthefreserved capacity. In November 2C
we entered into a revised subcontracting contréttt RroMOS by requiring ProMOS to provide wafershwa value of 80% of the
subcontracting fee as collateral. In May 2009, r¢hier revised subcontracting contract was enteredly and between us and ProMOS under
which ProMOS provided us with wafer as pledge amatRAIn-Process, or WIP and existing finished goasgdien material. Part of ProMOS’
receivables will be recovered through sales ofoledged wafer and lien material back to ProMOS witliscount to market price, and the
remaining outstanding accounts receivables wi&rured by equipment mortgage under the same cbatrangement. Effective March 20
we started to request prepayment from ProMOS. A3eafember 31, 2009, other receivables from ProM@Buated to NT$409 million and
100% allowance was made by ChipMOS Taiwan. NT$Tioni(US$240 thousand) was received by April 20d0der the amended
subcontracting contract, ProMOS paid ChipMOS Tainai$200 million (US$7 million) in May 2010. The reximing NT$202 million (US$7
million) was paid in nine monthly installments wiihal installment payment ending on March 15, 2044 of December 31, 2010, ChipMOS
Taiwan received NT$336 million (US$12 million) atiek related allowance of NT$409 million (US$14 ioitl) was reversed to other non-
operating income. As of the date of this Annual &epn Form 20-F, all payments have been receivebllay 2010, the collection term
provided to ProMOS was revised to 30 days uporvesiiand this was further revised to 45 days upsivery in October 2010.

As of December 31, 2009, other receivables fronM@8 amounted to NT$55 million and 100% allowance weade by ThaiLin. In
June 2010, ThaiLin agreed a settlement with ProNtO8e amount of NT$24 million (US$1 million) andwas collected during the same yz
The allowance of NT$24 million (US$1 million) wasversed to other non-operating income. Commencidgime 2010, the collection term
was revised to 30 days upon delivery. See Not® Bt consolidated financial statements containgtiis Annual Report on Form 20-F.
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Iltem 8. Financial Information
Consolidated Financial Statements and Other Finanal Information
Please see “ltem 18. Financial Statements” andgpagdethrough F-60.

Legal Proceedings

In February 2006, ChipMOS Taiwan and ChipMOS USéeieed notice of a lawsuit filed by Tessera Techgus, Inc., or Tessera. The
complaint was initially filed in United States Dist Court for the Northern District of Californ{&ivil Action No. C05-04063CW), or the
California court. In an amended complaint, Tesselded ChipMOS Taiwan and ChipMOS USA, among sewehar semiconductor
companies, as co-defendants. The amended comaligiges that ChipMOS Taiwan, ChipMOS USA and thepto-defendants infringed
certain patents owned by Tessera and that ChipM&\8ah is in breach of a license agreement with dires®or the Tessera license agreement.
Tessera also sought unspecified damages and ijametief. ChipMOS Taiwan and ChipMOS USA havep@sded to the lawsuit by denying
Tessera’s claims of patent infringement and bredaontract. ChipMOS USA and ChipMOS Taiwan hawoahised various counterclaims
for declaratory judgment and related affirmativéetises that the Tessera patents are invalid antdfanceable. In May 2007, the California
court, with the concurrence of ChipMOS Taiwan afdp®MOS USA, stayed all litigation in the Californiaurt as a result of a related
investigation by the International Trade CommissimmiTC, initiated by Tessera against certain ptteedefendants. In addition, a defendar
in the Tessera lawsuit requested the United SRdéent and Trademark Office to reexamine the paitdity of each of Tessera’s patents that
are at issue in the case in the California coure fiequests were granted and, in February 2001 .®ePatent and Trademark Office conclu
that certain claims of the patents were invalidtmnbasis of prior art. In April 2008, ChipMOS Berda, ChipMOS USA and ChipMOS
Taiwan received notice that Tessera requestedliBed initiate another investigation alleging ttta¢ sale for and after importation into the
United States as well as importation into the Whiates of certain small format non-tape based B&aiconductor packages by ChipMOS
Bermuda, ChipMOS Taiwan and ChipMOS USA infringeethof the five Tessera patents at issue in the pasding in the California court.
Tessera sought, among other things, an investigatiadhe ITC and general exclusion orders to pribktie infringing products from entry into
the United States. The ITC initiated the invesimatn May 2008. On March 13, 2009, after the clokdiscovery, Tessera submitted a request
to terminate the proceedings at the ITC, whichjtidge granted on July 17, 2009. No petitions fere® were filed. The ITC issued an orde
terminate the investigation on August 7, 2009. Staged litigations in the Northern District of Galinia and the Eastern District of Texas may
resume once the ITC completes a companion invémgtigagainst other companies. Our counsel hasanotefd an opinion as to the outcome of
the case.

In September 2007, ChipMOS and ChipMOS Taiwan fiteel lawsuits against Walton Advanced Engineering, and Walton
Chaintech Corporation in Taiwan Kaohsiung Dist@cturt and Taiwan Banciao District Court, alleginfringement by these two companie:
ChipMOS Taiwans package related patents for SDRAM, DDR | SDRAM BDR Il SDRAM devices. ChipMOS and ChipMOS Taiwzave
reached an official settlement agreement with Waekldvanced Engineering, Inc. and Walton ChainteolpGration on April 29, 2010 to
withdraw all the patent infringement lawsuits andalidation complaints between each other witheyt @ondition related to compensation.

In April 1999, Motorola, Inc. (“Motorola”) and ChiOS Taiwan entered into an immunity agreement ‘(Bgreement”) whereby each
party covenanted not to sue each other for thelesertain Ball Grid Array (“BGA”) patents. In Degwer 2004, Motorola spun off its
semiconductor division, and thereby formed Frees8aimiconductor, Inc. (“Freescale”), who then assiMotorola’s rights and obligations
under the Agreement. On October 16, 2006, Freescdlerally terminated the Agreement, allegingtt&hipMOS Taiwan breached the
Agreement. ChipMOS Taiwan argued that Freescalglateral termination of the Agreement has no legfdct, and continues to accrue
royalty payments for products it believes are ceudry the Agreement. The payments previously retly Freescale and accrued by
ChipMOS Taiwan have been deposited in a separatevesccount. On July 13, 2009, Freescale allegadG@hipMOS Taiwan breached the
Agreement by failing to pay royalties on certainB@ackages assembled by ChipMOS Taiwan. ChipMO®dmifiled an answer to deny all
allegations, and also filed counterclaims agaimeegcale alleging that Freescale engaged in patieose by seeking to obtain royalties on
certain of ChipMOS Taiwan’s BGA products that waog covered by any Freescale patent included uha@efAgreement, and for declaratory
judgment of patent n-infringement and invalidity. On December 11, 20B8sescale filed a motion to dismiss the declaygtoigment
counterclaims filed by ChipMOS Taiwan and to sthhypther patent related claims and issues untibitsach of contract claims could be
decided. On April 1, 2011, a Joint Scheduling Ondas issued by the Court. The trial date has beledslled for Septemebr 19, 2011. The
Company’s counsel has not formed any opinion dsg¢mutcome of the case.
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Pursuant to the lontgrm service agreement we have entered into wiemsipn in September 2005, Spansion agreed to @@igpMOS
with six month rolling forecast on testing and asbly service orders to be placed to us. In JanB@6@, Spansion has defaulted on its payr
obligations under the long-term service agreemedt@hipMOS has subsequently terminated the kengrservice agreement with Spansiol
February 19, 2009. On March 1, 2009, Spansionilesfbr a voluntary petition for reorganizationder Chapter 11 of the U.S. Bankruptcy
Code. On January 25, 2010, ChipMOS Taiwan entertedai Transfer of Claim Agreement to sell to Cibigpp the general unsecured claim
reflected in the proof of claim against Spansidedfiby ChipMOS Taiwan in U.S. Bankruptcy Court. B&®n the Transfer of Claim
Agreement, in February 2010, we received paymeappfoximately US$33 million for the sale of acctsureceivable for testing and assemnr
services provided to Spansion in the amount of@pprately US$66 million to US$70 million, and in ©ber 2010, we received payment of
approximately US$68 million for the damage claimeSitem 4. Information on the Company— Customers”.

On December 28, 2009, Fulcrum Credit Partners LIEDI€rum”) filed a complaint in Texas state cougénst ChipMOS Taiwan,
ChipMOS USA and Citigroup alleging breach of coatyromissory estoppel, unjust enrichment andiercfor declaratory judgment, arising
from Fulcrum’s alleged oral agreement to purchalspl@OS Taiwan’s claims against Spansion. ChipMO&v@a was not served, though
ChipMOS USA was served. ChipMOS Taiwan was of thi@ion that Fulcrum did not follow the proper prdaees and therefore ChipMOS
Taiwan has no obligation to sell the claim to Fufor On January 22, 2010, ChipMOS USA respondectimnoving the complaint to the U.S.
District Court for the Western District of Texasn Ganuary 29, 2010, ChipMOS USA filed a motionrémsfer venue to the Delaware
Bankruptcy Court. Fulcrum filed its opposition tettransfer motion, and argument was held in thetéve District of Texas. On February 17,
2010, Fulcrum filed an amended complaint in fedeacairt alleging breach of contract and unjust dmmient claims against ChipMOS Taiwan
and ChipMOS USA. On March 3, 2010, ChipMOS USA ntbfa dismissal from federal court, asserting, riratiia, a complete defense in that
the alleged contract does not exist and, everdiflit ChipMOS USA was not a party, since ChipMO$vEa was not served with the amended
complaint. Fulcrum filed its response to the motiomlismiss on March 15, 2010. On July 30, 2010pRIDS Taiwan and ChipMOS USA
have reached an official global settlement agre¢méh Fulcrum. Both ChipMOS and Fulcrum withdrelv@mplaints and claims against
each other, group entities and any other partigsred in the prior filings in Texas and Califoroifithe United States.

Other than the matters described above, we weriwalived in any material litigation in 2010 anakarot currently involved in any
material litigation.

For certain information regarding legal proceedirgjating to certain of our current and former dicgs, see “ltem 3.—Key
Information—Risk Factors—Risks Related to Our Basg+—The ongoing criminal proceeding of and adveubdicity associated with
Mr. Shih-Jye Cheng, our Chairman and Chief Exeeu@¥ficer, and Mr. Hung-Chiu Hu, our former direGtoould have a material adverse
effect on our business and cause our stock pridedtne”.

Dividend Policy

To date, we have not distributed any dividends.dtMeently intend to retain future earnings, if attyfinance the expansion of our
business and thus do not expect to pay any cagtedids for the foreseeable future. In additionhaee no current plans to pay stock
dividends.
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ltem 9. The Offer and Listing
Listing

Since March 17, 2010, the NASDAQ Capital Market hasn the principal trading market for our commbarss, which are not listed or
guoted on any other markets in or outside the dristates. Our common shares were formerly quotetie@NASDAQ Global Market
(formerly the NASDAQ National Market) under the dyoh“IMOS” since June 19, 2001, and our common ebavere formerly quoted on the
NASDAQ Global Select Market since July 1, 2006. THégSIP number for our common share“G2110R114". Our Shareholders approved a
reverse stock split of ChipMOS’s common stock inuky 2011 with a ratio of 1-for-every-4 sharegefifve on January 21, 2011. As a result,
the number of outstanding shares of ChipMOS comstock is reduced to 27,725,782 shares, from 11084Q8hares prior to the reverse
stock split becoming effective. As of March 31, 20there were 32,580,771 common shares issuedwdsthioding. The table below sets forth
for the periods indicated, historical prices fog thigh, low and average closing prices on the NAQMational Market, the NASDAQ Global
Select Market or the NASDAQ Capital Market for @aammon shares.

NASDAQ Price per share(!)

(US$)

High Low Average
2006 32.4C 21.8C 25.41
2007 31.5¢ 16.4¢ 25.7C
2008 16.4( 0.7 9.32
2009 3.97 0.8(C 2.4t
First Quartel 1.84 0.8C 1.1¢
Second Quarte 3.32 1.52 2.47
Third Quartel 2.32 3.97 2.9¢
Fourth Quarte 2.6¢ 3.7¢ 3.1C
2010 7.6¢ 2.4C 4.8(C
First Quartel 3.2¢ 2.4C 2.8¢
Second Quarte 7.6¢€ 3.0Z 5.84
Third Quartel 6.0C 3.6( 4.77
Novembet 5.92 4.9 5.47%
Decembe 6.3€ 5.6 5.94
Fourth Quarte 6.3€ 4,92 5.65

2011
January 7.0¢€ 6.2¢4 6.5¢
February 8.12 6.6 7.43
March 8.8( 7.3C 7.9C
First Quartel 8.8( 6.2¢ 7.3:
April 8.82 8.0¢ 8.5¢
May (through May 27, 201! 9.81 7.71 8.34

Note:

(1) The figures in the table contain historical priceffecting the effect of our reverse stock splitiethwas approved by our Shareholders on Januarg®il,.

Item 10. Additional Information
Description of Share Capital

Our authorized share capital consists of 62 miltiommon shares, par value US$0.04 per share, amilliéh preferred shares, par va
US$0.04 per share.
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Common Shares

Each shareholder is entitled to one vote for eachnoon share held on all matters submitted to a @bshareholders. Cumulative voting
for the election of directors is not provided fordur byelaws, which means that the holders of a majoritthefshares voted can elect all of
directors then standing for election. The commaras are not entitled to preemptive rights anchatesubject to conversion or redemption.
Upon the occurrence of a liquidation, dissolutieminding-up, the holders of common shares woul@ittitled to share ratably in the
distribution of all of our assets remaining avaiafor distribution after satisfaction of all lidities.

Preferred Shares

Currently there are no specific rights attachetheopreferred shares. The specific rights of tlegegpred shares could include rights,
preferences or privileges in priority to our comnsfrares and the establishment of such rights aielegation to the board of directors to
establish such rights will need to be approveduryshareholders. As of March 31, 2011, no prefestetes have been issued by our company

Bermuda Law

We are an exempted company organized under thel8er@ompanies Act. The rights of our shareholdergaverned by Bermuda law
and our memorandum of association and bye-laws BEmmuda Companies Act differs in some materigbeets from laws generally
applicable to United States corporations and thie@reholders.

Dividends

Under Bermuda law, a company may pay dividendsatetieclared from time to time by its board oédiors unless there are reason
grounds for believing that the company is, or waaftér the payment be, unable to pay its liabgite they become due or that the realizable
value of its assets would thereby be less thaagigeegate of its liabilities, issued share capitad share premium accounts. The holders of
common shares are entitled to receive dividendebassets legally available for such purposeBrag and in amounts as our board of
directors may from time to time determine. Any dietid unclaimed for a period of six years from #gedof declaration will be forfeited and
will revert to our company.

Voting Rights

Under Bermuda law, except as otherwise providdatiérBermuda Companies Act or our bye-laws, questimought before a general
meeting of shareholders are decided by a majodty wf shareholders present at the meeting. Outawe provide that, subject to the
provisions of the Bermuda Companies Act, and exfmphe resolutions for approving the extraordynmansaction, any question properly
proposed for the consideration of the shareholdédlde decided by a simple majority of the votest either on a show of hands or on a poll,
with each shareholder present (and each persompggdoxies for any shareholder) entitled to ontevan a show of hands, or on a poll, one
vote for each fully paidgp common share held by the shareholder. In the @lan equality of votes cast, the chairman ofleeting shall hay
a second or casting vote. Any resolution for antheffollowing extraordinary transactions will réiguthe approval of shareholders holding at
least 70.0% of the total voting rights of all thesseholders having the right to vote at such mgetin

. a resolution for the merger, amalgamation or ahgiotonsolidation of us with any other company, relier incorporatec
. a resolution for the sale, lease, exchange, transfether disposition of all or substantially aflour consolidated assets;
. a resolution for the adoption of any plan or pr@bdsr the liquidation of our compan
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Rights in Liquidation

Under Bermuda law, in the event of liquidation aneling-up of a company, after satisfaction in fafllall claims of creditors and subject
to the preferential rights accorded to any serfggeferred shares, the proceeds of the liquidatiowinding-up are distributed pro rata in
species or in kind among the holders of our comstares in accordance with our bye-laws.

Meetings of Shareholders

Under Bermuda law, a company is required to coneheast one general shareholders’ meeting asana! General Meeting each
calendar year. Bermuda law provides that a spgeiatral meeting may be called by the board of ireand must be called upon the request
of shareholders holding not less than 10% of thé-pp capital of the company carrying the righttie. Bermuda law also requires that
shareholders be given at least five days’ advantieaof a general meeting but the accidental doms® give notice to any person does not
invalidate the proceedings at a meeting. Undebgerlaws, we must give each shareholder writteicedat least five days prior to the annual
general meeting, unless otherwise agreed by alebbéders having the right to vote at that anneglegal meeting, and written notice at least
five days prior to any special general meetingesslotherwise agreed by a majority of shareholugygg a right to vote at that special gen
meeting, and together holding at least 95% of tid-pp capital of the company carrying the righttte at that meeting.

Under Bermuda law, the number of shareholders ttatisg a quorum at any general meeting of shabdrslis determined by the bye-
laws of the company. Our bye-laws provide thatast two shareholders present in person or by progiyholding shares representing at least
50% of the total voting rights of all shareholdeeving the right to vote at the meeting constiugpiorum. Our bye-laws further provide that,
in respect of a general meeting adjourned for tfauorum, at least two shareholders present isgueor by proxy holding shares representing
33 1/3% of the total voting rights of all shareholdersing the right to vote at the meeting constitutpuarum.

Access to Books and Records and Dissemination offtmmation

Under Bermuda law, members of the general puble lthe right to inspect the public documents obmpany available at the office of
the Registrar of Companies in Bermuda. These dontsnieclude a company’s certificate of incorporatids memorandum of association
(including its objects and powers), and any alterato its memorandum of association and docummetésing to an increase or reduction of
authorized capital. The shareholders have theiadditright to inspect the bye-laws of the compaminutes of general meetings and the
company'’s audited financial statements, which, sskgreed by all shareholders and directors, naukstith before the annual general meeting.
The register of shareholders of a company is giemdo inspection by shareholders without chargketgnmembers of the general public on
payment of a fee. A company is required to mainitaishare register in Bermuda but may, subjetttéqrovisions of Bermuda law, establis
branch register outside Bermuda. We maintain aestegyister in Hamilton, Bermuda and a branch registNew Jersey, USA. A company is
required to keep at its registered office a registéts directors and officers which is open fospection for not less than two hours each day by
members of the public without charge. Bermuda laesdnot, however, provide a general right for dhalders to inspect or obtain copies of
any other corporate records.

Election or Removal of Directors

Under Bermuda law and our bye-laws, directors breted or appointed at an annual general meetidgarve until re-elected or re-
appointed or until their successors are electeappointed, unless they are earlier removed foreeausesign or otherwise cease to be directors
under Bermuda law or our bye-laws.

A director may be removed for cause at a speciaige meeting of shareholders specifically calledtfiat purpose, provided that the
director is served with at least 14 days’ noticke Tirector has a right to be heard at that meefing vacancy created by the removal of a
director at a special general meeting may be fiiethat meeting by the election of another direittdnis or her place or, in the absence of any
election by the shareholders, by the board of tbrec
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Board Actions

Our bye-laws provide that the quorum necessarth®itransaction of business is two directors oftthard, and that questions arising at a
properly convened meeting of the board of directoust be approved by a majority of the votes prieaed entitled to be cast. In the case of an
equality of votes, the chairman of the meetingnistied to a second or casting vote.

The board of directors may appoint any of our doesto act as our managing director or other seecutive, on such terms and
conditions as it may determine, including with mspto remuneration.

Amendment of Memorandum of Association and Bye-laws

Bermuda law provides that the memorandum of asociaf a company may, with the consent of the stisi of Finance of Bermuda (if
required), be amended by a resolution passed eteral meeting of shareholders of which due ndtasbeen given. Our bye-laws, other than
the bye-law separating our board of directors thtee classes, may be amended by the board otaliseétthe amendment is approved by a
majority of votes cast by our directors and by stareholders by a resolution passed by a majdritptes cast at a general meeting. Any
amendment to our bye-law separating a board o€ttire into three classes must be approved by candbaf directors and by shareholders of
shares representing at least 60% of our outstarsfiaces.

Under Bermuda law, the holders of an aggregatedéss than 20% in par value of a comparigsued share capital or any class of is
share capital have the right to apply to the Beran@durt for an annulment of any amendment of themarandum of association adopted by
shareholders at any general meeting, other thamemdment that alters or reduces a company’s shaital as provided in the Bermuda
Companies Act. Where an application is made, theraiment becomes effective only to the extent tHatdonfirmed by the Bermuda Court.
An application for the annulment of an amendmenhefmemorandum of association must be made w2thidays after the date on which the
resolution altering the company’s memorandum obeission is passed and may be made on behalf gighson entitled to make the
application by one or more of their number as timay appoint in writing for the purpose. No applicatmay be made by persons voting in
favor of the amendment.

Appraisal Rights and Shareholder Suits

Under Bermuda law, in the event of an amalgamaifdwo Bermuda companies, a shareholder who did/otat in favour of the
amalgamation and who is not satisfied that faiugdias been paid for such shareholder’s sharesppy to the Bermuda Court to appraise
the fair value of those shares. The Bermuda Conegahdit provides that, subject to the terms of agamy’s bye-laws, the amalgamation of a
Bermuda company with another company requireselgamation agreement to be approved by the bdatiextors and, except where the
amalgamation is between a holding company and ongoee of its wholly-owned subsidiaries or betwé&so or more wholly-owned
subsidiaries, by meetings of the holders of shafesch company and of each class of such shaeematting of the shareholders by seventy-
five percent of the members present and entitlete at that meeting in respect of which the qooshall be two persons holding or
representing at least one-third of the issued shafreach company or class, as the case may berdndbye-laws, any resolution proposed
for consideration at any general meeting to apptbganerger, amalgamation or any other consolidadfcour company with any other
company, wherever incorporated shall require th@gl of our shareholders holding shares représgat least 70% of the total voting rights
of all our shareholders, and the quorum to beaatt|2 shareholders present in person or by proldings shares representing at least 50% of
the total voting rights of all the shareholders.

Class actions and derivative actions are genenaliyavailable to shareholders under Bermuda lawe.Bérmuda Court, however, would
ordinarily be expected to permit a shareholderoimmence an action in the name of a company to rgm&dong done to the company where
the act complained of is alleged to be beyond tiparate power of the company or is illegal or vebrdsult in the violation of the company’s
memorandum of association or bye-laws. Furtheridenation would be given by the Bermuda Court tis éicat are alleged to constitute a
fraud against the minority shareholders or, fotanse, where an act requires the approval of aerearcentage of the compasghareholde|
than that which actually approved it.
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When the affairs of a company are being conductedmanner oppressive or prejudicial to the intereEsome part of the shareholders,
one or more shareholders may apply to the Bermudat@or an order regulating the company’s conaictffairs in the future or compelling
the purchase of the shares by any shareholdeithiey shareholders or by the company.

Exchange Controls
The following discussion is based on the advicAmbleby, our Bermuda counsel.

The BMA, has designated us as nmesident for exchange control purposes. The BMAdraated its consent under the Exchange Co
Act 1972 and regulations promulgated thereundettferissue or transfer to non-residents of Bernfadaxchange control purposes of our
common shares, subject to the common shares rergajnbted on the NASDAQ Capital Market.

Share Issuance and Transfers by Non-Bermuda anaB#a Residents

Under Bermuda law, there are no limitations onrtgkts of non-Bermuda residents to hold or votértkleares of Bermuda companies.
Because we have been designated as a non-resid@&drimuda exchange control purposes, there arestiactions on our ability to transfer
funds in and out of Bermuda or to pay dividendbltdted States residents who are holders of our comshares other than in respect of local
Bermuda currency.

Under Bermuda law, we are an exempted companyxampted company is exempt from the provisions afi@ela law, which stipula
that at least 60% of the equity must be beneficiallned by Bermuda persons. Persons regardedidsmesof Bermuda for exchange control
purposes require specific consent under the Exa@ugtrol Act 1972 to acquire securities issuedifyThe Exchange Control Act 1972
permits companies to adopt bye-law provisions irgletio the transfer of securities. None of Bermlade, our memorandum of association or
our bye-laws imposes limitations on the right akign nationals or non-residents of Bermuda to looldshares or vote such shares.

As an exempted company, we may not participateitamn business transactions, including: (1) thguésition or holding of land in
Bermuda, except (i) land acquired for its busir®sgvay of lease or tenancy agreement for a ternerceeding fifty years, or (ii) with the
consent of the Minister of Finance granted in liégibtion, land by way of lease or tenancy agreéritera term not exceeding twenty-one
years in order to provide accommodation or recoeatifacilities for its officers and employees; {# taking of mortgages on land in Bermi
to secure an amount in excess of US$50,000 wittheutonsent of the Bermuda Minister of Financg3ptthe carrying on of business of any
kind in Bermuda, except in furtherance of our basicarried on outside Bermuda or under a licerssgey by the Bermuda Minister of
Finance. In addition, present BMA policy permitsmore than 20% of the share capital of an exemgdetpany to be held by Bermuda
persons.

The Bermuda government actively encourages foriaigestment in exempted entities like us that asetdan Bermuda but do not opel
in competition with local business. In additionhtaving no restrictions on the degree of foreign emship, we are subject neither to taxes ot
income or dividends nor to any foreign exchangerotsmin Bermuda. In addition, there is no capitains tax in Bermuda, and profits can be
accumulated by us without limitation.

Director’s Interests

Under the Bermuda Companies Act, a director ofragamy may, notwithstanding his office, be a paotgtt otherwise interested in any
transaction or arrangement with the company orhictkwthe company is otherwise interested. He omséig also be a director or officer of, or
employed by, or a party to any transaction or areament with, or otherwise interested in, any caapmbody promoted by the same company
or an interested company. Therefore, where it é®@sgary, so long as a director of a Bermuda comgackares the nature of his or her interest
at the first opportunity at a meeting of the boardby writing to the directors as required by therfBuda Companies Act, that director shall not
by reason of his or her office be accountable¢orapany for any benefit he or she derives fromalfige or employment to which the bye-
laws of the company allow him or her to be appalrdefrom any transaction or arrangement in whightiyelaws of such company allow hi
or her to be interested, and no such transacti@emrangement shall be liable to be avoided on thargl of any such interest or benefit. A
general notice to the directors by a director dicef declaring that he or she is a director oiceif or has an interest in a person and is to be
regarded as interested in any transaction or aeranrgt made with that person shall be sufficientadation of interest in relation to any
transaction or arrangement so made.
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Share Issuance and Transfer

We have been designated as a non-resident for egetentrol purposes by the BMA, whose permissioritfe issuance and transfer of
common shares has been obtained subject to the corsinares being quoted on the NASDAQ Capital Market

The transfer of common shares between personsdegjas non-resident in Bermuda for exchange coptngoses and the issuance of
shares after the completion of the currently copteted offering of our common shares to those persoay be effected without specific
consent under the Exchange Control Act 1972 of Belarand regulations thereunder subject to the camshares remaining quoted on the
NASDAQ Capital Market. Issuance and transfer ofebao any person regarded as resident in Bermardax€hange control purposes reqt
specific prior approval under the Exchange Coniail 1972.

There are no limitations on the rights of persagarded as non-residents of Bermuda for foreighaxge control purposes who own
common shares to hold or vote their common sh&iese we have been designated as a non-resideBeforuda exchange control purposes,
there are no restrictions on our ability to tran$éfmds in and out of Bermuda or to pay dividerm$hited States residents or other non-
residents of Bermuda who are holders of commoreshather than in respect of local Bermuda curreRaythermore, it is not our intent to
maintain Bermuda dollar deposits and, accordinglif,not pay dividends on the common shares in Betencurrency.

Bermuda law requires that share certificates heed®nly in the names of corporations or individu&V/here an applicant for common
shares acts in a special capacity, such as antexexurustee, certificates may, at the requeshaf applicant, record the capacity in which the
applicant is acting. Our recording of any spec#acity, however, shall not be construed as olgigim either to investigate, or to incur any
responsibility or liability in respect of, the prpadministration of any trust or estate. Regasdtdésvhether or not we have had notice of a t
no notice shall be taken of any trust, equitabdetingent, future or partial interest in any sharany interest in any fractional part of a shar
any other right in respect of any common shares.

Transfer Agent and Registrar

Appleby Management (Bermuda) Ltd. (formerly knovenReid Management Limited) serves as our pringgpgiktrar and transfer agent
in Bermuda for the common shares. Mellon Invesemwiges, LLC serves as our United States trangfentand registrar for the common
shares.

Material Contracts

We have entered into the following contracts witthia two years preceding the date of this AnnugdReon Form 20-F that are or may
be material:

. Registration rights agreements, dated Decembe2@), by and between the Company and PacMOS ardsdual noteholder
pursuant to which we granted certain registratights for our common shares converted from the edible notes or paid in
certain other payments such as interest and a-whole amount

. A registration rights agreement, dated DecembeRQ@9, by and between the Company and ThaiLin,yauntsto which we granted
to ThaiLin certain registration rights for our commshares converted from the convertible notesamt ip certain other payments
such as interest and a m-whole amount
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. On February 26, 2010, the Company entered int@eegburchase agreement (“Share Purchase Agreem”) with Siliconware
Precision to sell to Siliconware Precision our frgdof 133 million common shares of ChipMOS Taiweith a consideration of
approximately NT$1,630 million (US$56 million). Tipairchase shares represent 15.8% of the total nuofilizhipMOS Taiwan’s
outstanding shares. Under the terms and conditibtiee Share Purchase Agreement, Siliconware Roegimid the purchase price
in four installments to ChipMOS Bermuda, with theaf installment scheduled to be paid on or aboatd¥l 31, 2011. The share
purchase transaction was completed in January 20d 5ubsequently the Company owned 84.2% of ChipNi&®an’s
outstanding share

. On February 26, 2010, ChipMOS Taiwan entered intequipment purchase agreement “Equipment Purchase Agreem”)
with Siliconware Precision to purchase its DRAM¢es and LCD driver assembly and test equipmerit avppurchase price of
approximately NT$1,630 million (US$56 million). Uedthe terms and conditions of the Equipment Pwelareement, ChipMC
Taiwan will pay the purchase price in four instadimis to Siliconware Precision, with the final ifisteent paid on or before
March 31, 2011. All of the purchased equipment bdlishipped to and installed at ChipMOS’ plantater than July 31, 2010. In
January 2011, the Company has paid the final instait to SPIL and completed the Equipment PurcAggeement transactiol

. On April 22, 2011, the Company entered MMT Assignimggreement with ThaiLin to sell the MMT NotesTbailin for a
purchase price of approximately US$40 million sabje certain closing conditions. Post completioMMT Assignment
Agreement transaction, ThaiLin is expected to imiaedy convert the MMT Notes into common shareMoflern Mind and
purchase all of the remaining common shares of ivtot#énd from Jesper, with ChipMOS Shanghai becon@ngholly-owned
subsidiary of ThaiLin. The MMT Assignment Agreeménexpected to be completed in the fourth quart@011.

Please see also “ltem 7. Major Shareholders anat@&EParty Transactions” for summaries of contrattis certain of our related parties.

Bermuda Taxation

This summary is based on laws, regulations, trpadyisions and interpretations now in effect andilable as of the date of this Annual
Report on Form 20-F. The laws, regulations, trgatyisions and interpretations, however, may chaigmy time, and any change could be
retroactive to the date of issuance of our comniiames. These laws, regulations and treaty provésioe also subject to various interpretati
and the relevant tax authorities or the courtsattater disagree with the explanations or conchsiget out below.

At the date hereof, there is no Bermuda incomeyaration or profits tax, withholding tax, capitaigs tax, capital transfer tax, estate
duty or inheritance tax payable by us or our shaldrs other than shareholders ordinarily resideBermuda. We are not subject to stamp or
other similar duty on the issuance, transfer oenggtion of our common shares.

We have obtained an assurance from the MinistEirgnce of Bermuda under the Exempted UndertakangProtection Act 1966 that,
in the event there is enacted in Bermuda any letifisl imposing tax computed on profits or incomea@mputed on any capital assets, gain or
appreciation or any tax in the nature of estatg duinheritance tax, such tax shall not be applie#o us or to our operations, or to the
common shares, debentures or our other obligatiotisMarch 28, 2016, except insofar as such tgpliap to persons ordinarily resident in
Bermuda and holding such common shares, deberdums other obligations or any real property @skehold interests in Bermuda owned by
us. No reciprocal income tax treaty affecting ustsxbetween Bermuda and the United States.

As an exempted company, we are liable to pay imBea an annual registration fee calculated ondingliscale basis by reference to our
assessable capital, which is the aggregate ofuthndazed common share capital and the premiumuprissued common shares currently at a
rate not exceeding US$31,120 per annum.

107



Table of Contents

United States Federal Income Taxation
In General

This section describes the material United Stagdserfal income tax consequences generally applitatdenership by a U.S. holder (as
defined below) of our common shares. It appliegaio only if you hold your common shares as capitslets for tax purposes. This section
not apply to you if you are a member of a spedad<sof holders subject to special rules, including

. a dealer in securitie

. a trader in securities that elects to use a -to-market method of accounting for securities holdii

. a ta>--exempt organizatior

. a life insurance compan

. a person liable for alternative minimum ti

. a person that actually or constructively owns 1@%mnore of our voting stocl

. a person that holds common shares as part ofddirar a hedging or conversion transactior

. a person whose functional currency is not the Ugad(

This section is based on the Internal Revenue ©6d886, as amended, its legislative history, égisand proposed regulations,
published rulings and court decisions all as culyen effect. These laws are subject to changssiiidy on a retroactive basis. There is
currently no comprehensive income tax treaty betwhe United States and Bermuda.

You are a U.S. holder if you are a beneficial owsfetommon shares and you are:

. a citizen or resident of the United Stal

. a domestic corporatiol

. an estate whose income is subject to United Statiesal income tax regardless of its source

. a trust if a United States court can exercise pigrsapervision over the trustadministration and one or more United Statesopes

are authorized to control all substantial decisiohthe trust

If a partnership holds the common shares, the dr8tates federal income tax treatment of a paxttiiegenerally depend on the status
the partner and the tax treatment of the partngréhyou hold the common shares as a partnemiarmership you should consult your tax
advisor with regard to the United States federedime tax treatment of an investment in the comnhames.

You should consult your own tax advisor regardimg tnited States federal, state and local and gmenBda and other tax consequences
of owning and disposing of common shares in youti@dar circumstances.

This discussion addresses only United States feohexame taxation.

Taxation of Dividends

Under the United States federal income tax lawd,saject to the passive foreign investment compani?FIC, rules discussed below
you are a U.S. holder, the gross amount of anyldivd we pay out of our current or accumulated agmand profits (as determined for Uni
States federal income tax purposes) is subjechitetd States federal income taxation. If you am@@acorporate U.S. holder, dividends paid to
you in taxable years beginning before January 112that constitute qualified dividend income Viadl taxable to you at a maximum tax ratt
15% provided that you hold the common shares faertttan 60 days during the 121-day period beginfihgays before the ex-dividend date
and meet other holding period requirements. Divitsawe pay with respect to the common shares géyeritil be qualified dividend income
provided that, in the year that you receive thédgimd, the common shares are readily tradable astablished securities market in the United
States. We believe that our shares, which arallistethe NASDAQ, are readily tradable on an essablil securities market in the United
States; however, there can be no assurance thahates will continue to be readily tradable orestablished securities market.
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The dividend is taxable to you when you receivedivedend, actually or constructively. The dividewdl not be eligible for the
dividends-received deduction generally allowed totét States corporations in respect of dividerdgived from other United States
corporations. Distributions in excess of currerd ancumulated earnings and profits, as determioediiited States federal income tax
purposes, will be treated as a non-taxable retiicajpital to the extent of your basis in the commshares and thereafter as capital gain.

Special rules apply in determining the foreign ¢eedit limitation with respect to dividends thae aubject to the maximum 15% tax rate.

Dividends will be income from sources outside theted States, but dividends paid in taxable yeasrming before January 1, 2007,
generally will be “passive” or “financial servicesicome, and dividends paid in taxable years begipafter December 31, 2006, will
depending on your circumstances, be “passive” en&gal”’ income which, in either case, is treatquhsstely from other types of income for
purposes of computing the foreign tax credit allblggo you. You should consult your own tax advissgarding the foreign tax credit rules.

Taxation of Capital Gains

Subject to the PFIC rules discussed below, if yeuaal.S. holder and you sell or otherwise dispfge@ur common shares, you will
recognize capital gain or loss for United Stateiefal income tax purposes equal to the differemte/den the amount that you realize and your
tax basis in your common shares. Capital gainradrecorporate U.S. holder that is recognized inlibexgiears beginning before January 1,
2011, is generally taxed at a maximum rate of 199ére the holder has a holding period greater tin@nyear. The deductibility of capital
losses is subject to limitations. The gain or #kgenerally be income or loss from sources wittlie United States for foreign tax credit
limitation purposes.

PFIC Rules. We believe that our common shares dhoutl be treated as stock of a Personal Foreigestment Company, or PFIC, for
United States federal income tax purposes, butthiglusion is a legal and factual determinatiat th made annually and thus may be subject
to change. If we were to be treated as a PFICsardeJ.S. holder elects to be taxed annually oark+to-market basis with respect to the
shares, gain realized on the sale or other dispnsif your common shares would in general notreated as capital gain. Instead, if you are a
U.S. holder, you would be treated as if you hadized such gain and certain “excess distributiaiasibly over your holding period for the
common shares and would not be taxed at the higdvesate in effect for each such year to whichghm was allocated, together with an
interest charge in respect of the tax attributédbleach such year. With certain exceptions, yourraon shares will be treated as stock in a
PFIC if we were a PFIC at any time during your lmddperiod in your common shares. Dividends that sereive from us will not be eligible
for the special tax rates applicable to qualifiedd®nd income if we are treated as a PFIC witlpeesto you either in the taxable year of the
distribution or the preceding taxable year, butdad will be taxable at rates applicable to ordinacome.

Documents on Display

We are subject to the information requirementsef$ecurities Exchange Act of 1934, as amendeatdardance with these
requirements, we file reports and other informatioth the Securities and Exchange Commission. Theserials may be inspected and coy
at the Commissios’ Public Reference Room at 100 F Street, N.E., Wig&in, D.C. 20549. The public may obtain inforroaton the operatic
of the Commission’s Public Reference Room by cgltire Commission in the United States at 1-800-8B80. The Commission also
maintains a web site at http://www.sec.gov thataims reports, proxy statements and other infomnategarding registrants that file
electronically with the Commission.
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ltem 11. Quantitative and Qualitative Disclosure about Marke Risk
Market Risks

Our exposure to financial market risks relates prity to changes in interest rates and foreign argle rates. To mitigate these risks, we
utilize derivative financial instruments, the applion of which is primarily for hedging, and not Epeculative, purposes.

Interest Rate Risks

As of December 31, 2010, we had aggregate debtamdlisig of NT$13,785 million (US$473 million), whiavas incurred for capital
expenditure and general operating expenses. Gfutstanding debt as of December 31, 2010, 86% liet@rest at variable rates. The interest
rate for the majority of our variable rate debtigabased on a fixed percentage spread over thee pate established by our lenders. Our
variable rate debt had an annual weighted averdageest rate of 2.3% as of December 31, 2010. Alicgly, we have cash flow and earnings
exposure due to market interest rate changes forariable rate debt. An increase in interest rafe) would increase our annual interest
charge by NT$119 million (US$4 million) based o outstanding indebtedness as of December 31, 2010.

As of December 31, 2009 and 2010, ChipMOS Taiwahrwinterest rate swap agreements outstanding.

Foreign Currency Exchange Rate Risks

Our foreign currency exposure gives rise to marisés associated with exchange rate movements sigaim NT dollar, the Japanese yen
and the US dollar. As of December 31, 2010, 45.8%uofinancial assets and 10.4% of our finandailities are denominated in Japanese
yen and US dollars. To minimize foreign currencgleange risk, from time to time we utilize forwarxthange contracts and foreign curre
options to hedge our exchange rate risk on foreigrency assets or liabilities positions. Thesegirgltransactions help to reduce, but do not
eliminate, the impact of foreign currency excharate movements. An average appreciation of the dlleidagainst all other relevant foreign
currencies of 5% would increase our annual exchérggeby NT$125 million (US$4 million) based on autstanding assets and liabilities
denominated in foreign currencies as of DecembgPB10. As of December 31, 2008, 2009 and 201(awdkno outstanding forward excha
or foreign currency option contracts.

See Note 23 of our audited consolidated finand&kments for additional information on these darixe transactions.
ltem 12. Description of Securities Other Than Equity Securites
Not applicable.
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PART Il
ltem 13. Defaults, Dividend Arrearages and Delinquencie
None.
Item 14. Material Modifications to the Rights of Security Hdders and Use of Proceed

Not applicable.

Iltem 15. Controls and Procedures

Disclosure Controls and Procedure&n evaluation was carried out under the supervisioth with the participation of our management,
including our chief executive officer and chiefdincial officer, of the effectiveness of our disclescontrols and procedures (as defined in
13a-15(e) of the Securities Exchange Act of 19B4ksed upon that evaluation, the chief executivie@ffand chief financial officer concluded
that these disclosure controls and procedures afégetive as of December 31, 2010.

Management’s Annual Report on Internal Control Ograncial ReportingManagement’s Report on Internal Control Over Fifanc
Reporting is set forth below.

Management’s Report on Internal Control Over Finandal Reporting

June 3, 2011

Management of ChipMOS TECHNOLOGIES (Bermuda) LTidgéther with its consolidated subsidiaries, therfipany”)is responsibl
for establishing and maintaining adequate intecoatrol over financial reporting (as defined in &aBa-15(e) of the Securities Exchange Act
of 1934). The Company’s internal control over fiogh reporting is a process designed under thersigien of the Company’s chief executive
officer and chief financial officer to provide reemble assurance regarding the reliability of foiahreporting and the preparation of the
Company'’s financial statements for external repgriurposes in accordance with generally accepteauating principles in the Republic of
China and the required reconciliation to generatigepted accounting principles in the United States

As of December 31, 2010, the Company’s managemaéiht the participation of the Comparsythief executive officer and chief financ
officer, conducted an assessment of the effectaseepnéthe Compang’internal control over financial reporting usirrgeria set forth in Interni
Control — Integrated Framework issued by the Conemibf Sponsoring Organizations of the Treadway @@sion (COSO). Based on this
assessment, the Company’s management has conthateétle Company'’s internal control over finanecgorting as of December 31, 2010
was effective.

Moore Stephens, an independent registered puldmuating firm, has audited our consolidated finahstatements included in the
Annual Report of the Company on Form 20-F for tearyended December 31, 2010 and has issued atatdteseport on the Company’s
internal control over financial reporting as of Batber 31, 2010. The attestation report is set farthtem 18. Financial Statements”.

/s/ Shih-Jye Cheng /s/ Shou-Kang Chen
Name Shir-Jye Chen¢ Name Shot-Kang Cher
Title: Chairman and Chief Executive Offic Title:  Chief Financial Office

Changes in Internal Control Over Financial Repogiuring 2010, no change to our internal control dirgaincial reporting occurred
that has materially affected, or is reasonablyljike materially affect, our internal control oviamancial reporting.

ltem 16A. Audit Committee Financial Expert

Our Board of Directors have determined that C8hyh Ou, one of our independent directors, qudlifis audit committee financial exy
and meets the independence requirement as defirlezm 16A to Form 20-F.

Iltem 16B. Code of Ethics

We have adopted a Code of Business Conduct andszthhich applies to our directors, officers angkyees. A copy of our Code of
Business Conduct and Ethics is filed as Exhibii 24.this Annual Report on Form 20-F.
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Item 16C. Principal Accountant Fees and Service

The table below summarizes the aggregate feesvihahid or accrued for services provided by ModepBens for the years ended
December 31, 2009 and 2010.

2009 2010
NT$ NT$
(In thousands)
Audit Fees $11,05¢ $10,54¢
Audit Related Fee — —
Tax Fees — —
All Other Fees — —
Total $11,05¢ $10,54¢

Audit Fees This category includes the audit of our annuzficial statements and services that are normadlyiged by the independent
auditors in connection with statutory and regubafiimgs or engagements for those fiscal years.Za99 and 2010, this category primarily
include the audit of our financial statements andioternal control over financial reporting comtad in this Annual Report on Form 20-F.

Audit-Related FeesThis category includes fees reasonably relatede@erformance of the audit or review of our ficial statements
and not included in the category of Audit Fees ¢dbsd above).

All non-audit services are pre-approved by our A@iimmittee on a case-by-case basis. Accordingtyhave not established any pre-
approval policies and procedures.

All audit services that Moore Stephens was engégedrry out after May 6, 2003, the effective datteevised Rule 2-01(c)(7) of
Regulation S-X entitled “Audit Committee Administian of the Engagement” on strengthening requirdseggarding auditor independence,
were pre-approved by the Audit Committee.

Item 16D. Exemptions from the Listing Standards for Audit Committees
Not applicable.

ltem 16E. Purchases of Equity Securities by the Issuer dnAffiliated Purchasers
Not applicable.

Item 16F. Change in Registran’s Certifying Accountant
Not applicable.

ltem 16G. Corporate Governance

Our corporate governance practices are governegplcable Bermuda law, specifically, the Bermuaarpanies Act, and our
memorandum of association and bye-laws. Also, exaur securities are listed on the NASDAQ, wesalgect to corporate governance
requirements applicable to NASDAQ-listed foreigivate issuers under NASDAQ listing rules.

Under NASDAQ Rule 5615(a)(3), NASDAQ-listed foreigrivate issuers may, in general, follow their hatoentry corporate
governance practices instead of most NASDAQ cotpayavernance requirements. However, all NASDA@edsforeign private issuers must
comply with NASDAQ Rules 5605(c)(2)(A)(ii), 5605(8), 5625 and 5640.
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Item 16G requires a foreign private issuer to pievn its annual report filed with the Securitiesl &xchange Commission a brief,
general summary of any significant ways its corfgovernance practices differ from those follokgdNASDAQ-isted domestic companie
The table below provides this summary informatiemequired by Item 16G and by NASDAQ Rule 5615(g)(3

NASDAQ Listing Rule

Corporate Governance Practice To Be
Followed by Domestic Companies

Our Corporate Governance Practice

5605(b)

5605(c)(1)
5605(c)(2)(A)(ii)
5605(c)(2)(A)(0),
(iii), (iv)
5605(c)(3)

5605(d), (€

5610

5620

5625

5630

5635

Requires a majority independent

We follow the same NASDAQ listing rule governancagtice as followed by

board and an independent director domestic companies.

executive sessiol

Audit committee charter
requirements

Audit committee composition and

independence requiremen

Audit committee financial
sophistication requirement

Audit committee responsibilitie
and authority requirement

Requires independent direc
oversight of executive officer
compensation and director
nominations

Requires a code of conduct 1
directors, officers and employet

Annual shareholder meeting
requirements.

Requires an issuer to notify
NASDAQ of any materia

noncompliance with the Rule 5600

series.

We follow the same NASDAQ listing rule governancagtice as followed by
domestic companie

We follow the same NASDAQ listing rule governancagtice as followed by
domestic companie

We follow governance practices under Bermuda lagrnBida Companies Act
does not have such requireme

We follow the same NASDAQ listing rule governancagtice as followed b
domestic companie

We follow governance practices under Bermuda lagrmBida Companies A
does not have such requirement.

We follow the same NASDAQ listing rule governancagtice as followed b
domestic companie

We follow governance practices under Bermuda law.

The Bermuda Companies Act and our bye-laws profddeertain requirements
for the annual shareholder meeting, including tiking:

(a) an annual general meeting at least once iryeatendar yeal

(b) Bermuda Companies Act does not have expressspoos requiring prox'
solicitation; anc

(c) under bye-law 49, the quorum for any annuakgairmeeting shall be at least
two shareholders present in person or by proxyhemding shares representing at
least fifty percent (50%) of the total voting righdf all the shareholders having
the right to vote at such meeting and entitleddtz

We follow the same NASDAQ listing rule governancagtice as followed by
domestic companies.

Requires oversight of related party We follow the same NASDAQ listing rule governancegtice as followed by

transactions

Circumstances that require
shareholder approval.

domestic companie

We follow governance practices under Bermuda ladve Bermuda Companies
Act and our bye-laws provide for certain circumseswhich require
shareholder approval, including the following

(a) under by-law 5, subject to the Bermuda Companies Act, adlror of the
special rights for the time being attached to dag<of shares for the time being
issued may from time to time be altered or abrabati¢h the consent in writing
of the holders of not less than 75% of the issiredes of that class or with the
sanction of a resolution of our shareholders paasedseparate general meeting
of the holders of such shares voting in persoryqurboxy;
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Our Corporate Governance Practice

5640 Shareholder voting rights
requirements

(b) under bye-law 129, subject to the Bermuda CanigsaAct and our bye-laws,
any resolution proposed for consideration at amega meeting to approve (i) 1
merger, amalgamation or any other consolidationsofvith any other company,
wherever incorporated; (ii) any sale, lease, exghatransfer or other disposition
of all or substantially all of our consolidated etss and (iii) the adoption for any
plan or proposal for our liquidation, shall requine approval of our shareholders
holding shares representing at least 70% of tta voting rights of all the
shareholders having the right to vote at such mggéind

(c) under the Bermuda Companies Act, there areigions setting out the
requirements as well as specified shareholdergoappfor a scheme of
arrangement, compulsory acquisition or amalgama

We follow the same NASDAQ listing rule governancagtice as followed by
domestic companie
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Iltem 17.

PART IlI

Financial Statements

The Company has elected to provide the financé#éstents and related information specified in Ifigdrin lieu of Item 17.

Iltem 18.

Financial Statements

The financial statements and related informatiothefCompany are located at pages F-1 to F-60.

ltem 19. Exhibits
Exhibits Description
1.1 Memorandum of Association of ChipMOS TECHNOLOGIE®Rf{muda) LTD®

1.2
2.1
4.1
4.2

4.3
4.4

4.5
4.6
4.7

4.8

4.9

4.10

411

4.12

4.13
4.14
4.15

4.16
4.17

4.18

4.19

Bye-laws of ChipMOS TECHNOLOGIES (Bermuda) LT

Certificate of Incorporation of ChipMOS TECHNOLOGHEBermuda) LTD., dated August 15, 20

Joint Venture Agreement, dated July 14, 1997, betwdosel Vitelic Inc. and Siliconware Precision ustties Co., Ltd®
Asset Sales Agreement, dated June 14, 1999, betMieeochip Technology Taiwan and ChipMOS TECHNOL®SI INC.®

Tessera Compliant Chip License Agreement, dated 2@y 1999, between Tessera Inc. and ChipMOS TEOHQGIES INC.®
License Agreement, dated April 1, 1999, betweeiit$tul-td. and ChipMOS TECHNOLOGIES IN@

Sales Agreement, dated February 10, 2000, betweam £orp. and ChipMOS TECHNOLOGIES IN®
Raw Materials Processing Agreement, dated Augus20@0, between Mosel Vitelic Inc. and ChipMOS TBGBLOGIES INC.®

Raw Materials Processing Agreement, dated Jany&9Qil, between Siliconware Precision Co. Ltd. @h¢pMOS
TECHNOLOGIES INC®

Integrated Circuit Processing Agreement, datedalgnl, 2001, between Siliconware Precision Co. atdl ChipMOS<
TECHNOLOGIES INC®

Integrated Circuit Processing and Warehousing Mamamt Agreement, dated August 10, 2000, betweereMbelic Inc. and
ChipMOS TECHNOLOGIES INCW

Land Lease Agreement, dated November 26, 1997 dest8cience Based Industrial Park Administratiasth@hipMOS
TECHNOLOGIES INC®

Land Lease Agreement, dated November 26, 1997 dest8cience Based Industrial Park Administratiasth@hipMOS
TECHNOLOGIES INC®

Land Lease Agreement, dated September 1, 1997ebaticience Based Industrial Park Administratiacch@hipMOS
TECHNOLOGIES INC®

Purchase Agreement, dated July 31, 1997, betweggMTt TECHNOLOGIES INC. and Mosel Vitelic In®
Form of Share Exchange Covenant Letter from the fizom to the Shareholde®

Amendment to the Integrated Circuit Processing\&fadehousing Management Agreement, dated Augus2ad, between Mos:
Vitelic Inc. and ChipMOS TECHNOLOGIES INC, datedpBember 1, 2001

Purchase Agreement, dated October 15, 2003, bet@eiphMOS TECHNOLOGIES INC. and DenMOS Technology. @

Sale and Purchase Agreement, dated April 25, 2088een ChipMOS TECHNOLOGIES INC. and Ron How Inimesnt Corp
(English Translation®

Sale and Purchase Agreement, dated April 25, 208t8;een ChipMOS TECHNOLOGIES INC. and Yuan Sharestment Corg
(English Translation®

Sale and Purchase Agreement, dated April 25, 2088,een ChipMOS TECHNOLOGIES INC. and Mosel Vitdtic. (English
Translation)®
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Exhibits

Description

4.20

4.21

4.22

4.23

4.24

4.25

4.26

4.27

4.28

4.29

4.30
4.31
4.32
4.33
4.34
4.35

4.36

4.37

4.38

4.39

4.40

4.41

4.42

4.43

4.44

Laser Stamping Machine Lease Agreement, dated Noeedy 2002, between ChipMOS TECHNOLOGIES INC. etANTEK
ELECTRONIC CO., LTD. (English Translatio®

Automatic Stamping Machine Lease Agreement, dateckbhber 1, 2002, between ChipMOS TECHNOLOGIES lakgl
CHANTEK ELECTRONIC CO., LTD. (English Translatio®

Raw Materials Processing Agreement, dated Jany&9Qi3, between ChipMOS TECHNOLOGIES INC. and CHANXT
ELECTRONIC CO., LTD. (English Translatio®

Integrated Circuit Processing Agreement, datedaignl, 2003, between ChipMOS TECHNOLOGIES INC. &ANTEK
ELECTRONIC CO., LTD. (English Translatio®

Technology Transfer Agreement, dated December @32 2etween ChipMOS TECHNOLOGIES INC. and Thai§gmiconductor
Corp. (English Translatior®

Tester Equipment Lease Agreement, dated NovemhexQD2, between ChipMOS TECHNOLOGIES INC. and Tha
Semiconductor Corp. (English Translati®

Tester Equipment Lease Agreement, dated Decemi2802, between ChipMOS TECHNOLOGIES INC. and Tha
Semiconductor Corp. (English Translati®

Joint Engagement Letter, undated, by and amongndliilectronics Corp., ChipMOS TECHNOLOGIES INC. &w-Fund
Securities Ltd. (English Translatio®

Lease Agreement, dated June 1, 2002, between CHpIVELZHNOLOGIES INC. and SyncMOS Technologies, (English
Translation)®

Technology Transfer Agreement, dated August 1, 2068veen ChipMOS TECHNOLOGIES (Bermuda) LTD. ardp®MOS
TECHNOLOGIES (Shanghai) LTL®

Promissory Note from Modern Mind Technology LimitedJesper Limited, dated November 4, 2(®

Deed of Variation, dated December 2, 2002, betwéedern Mind Technology Limited and Jesper Limit®)

Deed of Assignment, dated December 27, 2002, betdesgper Limited and ChipMOS TECHNOLOGIES (BermudH). @
Deed of Assignment, dated June 25, 2003, betweggedé&imited and ChipMOS TECHNOLOGIES IN®)

Agreement, dated May 3, 2003, between Jesper Ldnaitel Modern Mind Technology Limite®

Master loan agreement, dated July 12, 2004, ambigMDS TECHNOLOGIES (Bermuda) LTD., Modern Mind Teology
Limited and Jesper Limite(®

Cooperation Agreement, dated March 27, 2002, betvéanghai Qingpu Industrial Zone Development (@ydompany an
ChipMOS TECHNOLOGIES (Bermuda) LTD. (English Treatgdn)®)

Deed of assignment, dated December 17, 2003, bet@kipMOS TECHNOLOGIES INC. and ChipMOS TECHNOLOGI
(Bermuda) LTD®

Supplemental deed of assignment, dated May 14, B8fWeen ChipMOS TECHNOLOGIES INC. and ChipMOS TBGEHLOGIES
(Bermuda) LTD®

Second supplemental deed of assignment, dated €ctdb2004, between ChipMOS TECHNOLOGIES (Bermudd). and
ChipMOS TECHNOLOGIES INC®

Assignment agreement, dated April 7, 2004, betweleipMOS TECHNOLOGIES (Bermuda) LTD. and ChipM(
TECHNOLOGIES INC®

Supplemental assignment agreement, dated May 04, d@tween ChipMOS TECHNOLOGIES (Bermuda) LTD. &tdpMOS
TECHNOLOGIES INC®

Second supplemental assignment agreement, dateteéddt1, 2004, between ChipMOS TECHNOLOGIES (Bera)ud'D. and
ChipMOS TECHNOLOGIES INC®)

Patent license agreement, dated April 7, 2004, &etwChipMOS TECHNOLOGIES (Bermuda) LTD. and ChipMOS
TECHNOLOGIES INC@

Supplemental patent license agreement dated J2RBL, between ChipMOS TECHNOLOGIES (Bermuda) Labd ChipMOS
TECHNOLOGIES INC®

116



Table of Contents

Exhibits Description

4.45 Second supplemental patent license agreement Qateter 11, 2004, between ChipMOS TECHNOLOGIES ifgeta) LTD. anc
ChipMOS TECHNOLOGIES INC®)

4.46 Third supplemental patent license agreement dagber 30, 2004, between ChipMOS TECHNOLOGIESrBe®a) LTD. anc
ChipMOS TECHNOLOGIES INC®)

4.47 é)ssembly and Testing Service Agreement, dated Nbeerd7, 2005, between ChipMOS TECHNOLOGIES INC. 8pdnsion LLC

4.48 Share Purchase and Subscription Agreement, dateddrg 13, 2007, among ChipMOS TECHNOLOGIES (BerejudrD.,
ChipMOS TECHNOLOGIES INC. and Siliconware Precislodustries Co., Ltd™

4.49 Registration Rights Agreement, dated March 27, 286@#%veen ChipMOS TECHNOLOGIES (Bermuda) LTD. anlgc&ware
Precision Industries Co., Lt®™

4.50 Share Exchange Agreement, dated as of April 127 208tween ChipMOS TECHNOLOGIES (Bermuda) LTD. &idpMOS
TECHNOLOGIES INC®

451 Assignment Agreement, dated April 12, 2007, betwebipMOS TECHNOLOGIES (Bermuda) LTD. and ChipMOS
TECHNOLOGIES INC®

4.52 Form of Change In Control Severance Agreen®

4.53 Southern Taiwan Science Park Administration LanddeeAgreement, dated June 1, 2007, between Southevan Science Park
Administration and ChipMOS TECHNOLOGIES INC. (ErgfliTranslation®

454 Second Amendment to Assembly and Test Service Awgag dated July 16, 2007, by and between SpahsiGrand ChipMOS
TECHNOLOGIES INC®

455 Service Agreement for Integrated Circuit Produdtged July 17, 2007, by and between ProMOS Techreddnc. and ChipMO:.
TECHNOLOGIES INC. (English Translatio(®

4.56 Registration Rights Agreement, dated August 8, 26@Yong ChipMOS TECHNOLOGIES (Bermuda) LTD., Gialestven
Investment Limited, ProMOS Technologies Inc. and@tech Technology In®)

4.57 Third Amendment to Assembly and Test Services Agesd, dated November 30, 2007, by and between &pahkC and
ChipMOS TECHNOLOGIES INC®)

4.58 Science Park Administration Land Lease AgreematediDecember 1, 2007, between Science Park Adrnaitiis» and ChipMOS
TECHNOLOGIES INC. (English Translatio(®

4.59 Lease Agreement, dated April 2, 2008, between CRSMECHNOLOGIES INC. and ThaiLin Semiconductor Cdfnglish
Translation)©

4.60 Master Lease Agreement and Addendums to the Mastese Agreement, dated November 9, 2009, betwegMCTI5
TECHNOLOGIES INC. and GE Money Taiwan Limite)

4.61 Transfer of Claim Agreement, dated January 25, 2B&8veen ChipMOS TECHNOLOGIES INC. and Citigroupancial Product
Inc. 1)

4.62 Share Purchase Agreement, dated February 26, BéiMdeen ChipMOS TECHNOLOGIES (Bermuda) LTD. andcBiware
Precision Industries Co., Lt

4.63 Equipment Purchase Agreement, dated February 26, 2@tween ChipMOS TECHNOLOGIES INC. and SilicorsvBrecision
Industries Co., Ltd1y

4.64 Assignment and Assumption Agreement, effective pnil&22, 2011 between ChipMOS TECHNOLOGIES (BermudaD. and
ThaiLin Semiconductor Cor|

8.1 List of principal subsidiaries of ChipMOS TECHNOLT¥S (Bermuda) LTD

111 Code of Business Conduct and Eth®*

12.1 Certification of Chief Executive Officer require¢ Rule 13i-14(a) under the Exchange A

12.2 Certification of Chief Financial Officer require¢ Rule 13i-14(a) under the Exchange A

13.1 Certification of Chief Executive Officer require¢ Rule 13i-14(b) under the Exchange A
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Exhibits Description

13.2 Certification of Chief Financial Officer required Rule 13-14(b) under the Exchange A
15.1 Consent of independent registered public accouriting

(1) Incorporated by reference to our Registration &tate on Form -1 (File No. 33-13218), filed on February 28, 20(
(2) Incorporated by reference to our Annual Report omi=2(-F (File No. (-31106), filed on June 17, 20C

(3) Incorporated by reference to our Annual Report om#2(-F (File No. (-31106), filed on June 30, 20C

(4) Incorporated by reference to our Annual Report omi~2(-F (File No. (-31106), filed on June 17, 20C

(5) Incorporated by reference to our Annual Report om2(-F (File No. (-31106), filed on June 29, 20C

(6) Incorporated by reference to our Registration $tate on Form -3 (File No. 33-130230), filed on December 9, 20(
(7) Incorporated by reference to Schedule 13D filedhwhie United States Securities and Exchange Coriomiby Siliconware Precision Industries Co., Ltd.April 4, 2007.
(8) Incorporated by reference to our Annual Report omi=2(-F (File No. (-31106), filed on June 8 20C

(9) Incorporated by reference to our Annual Report om#2(-F (File No. (-31106), filed on June 6, 20C

(10) Incorporated by reference to our Annual Report om#2(-F (File No. (-31106), filed on June 4, 20C

(11) Incorporated by reference to our Annual Report om#2(-F (File No. (-31106), filed on June 4, 201

We have not included as exhibits certain instrumevith respect to our long-term debt, the amourdetft authorized under each of
which does not exceed 10% of our total assetsyemndgree to furnish a copy of any such instrumetité Commission upon request.

118



Table of Contents

SIGNATURES

Pursuant to the requirements of Section 12 of gmufties Exchange Act of 1934, the Registrantifoestthat it meets all the

requirements for filing on Form 20-F and it hasydeused this Annual Report on Form 20-F to beesigm its behalf by the undersigned,
thereunto duly authorized, in Taipei, Taiwan, Rdjgutst China, on June 3, 2011.

ChipMOS TECHNOLOGIES (Bermuda) LTI

By: /s/ Shif-Jye Cheng

Name: Shih-Jye Cheng
Title: Chairman and Chief Executive Officer
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Report of Independent Registered Public Accountingrirm

MOORE STEPHENS

CERTIFIED PUBLIC ACCOUNTANTS

805 Silvercord, Tower 2
30 Canton Road
Taimshstsui

Kowloon

Hong Kong

Tel = (B52) 2375 3180
Fax : (B52) 2375 3828
E-mail : mu@ms.com.hk
www.ms.com.hk

sze HEE

The Board of Directors and Shareholders
ChipMOS TECHNOLOGIES (Bermuda) LTD.

We have audited the accompanying consolidated balsimeets of ChipMOS TECHNOLOGIES (Bermuda) LTDd anbsidiaries (collectivel
the “Company”) (see Note 1) as of December 31, 20092010, and the related consolidated stateroéotserations, changes in equity, and
cash flows for each of the three years in the plegimded December 31, 2010, all expressed in Newaradollars. We have also audited the
Company'’s internal control over financial reportiag of December 31, 2010, based on criteria estagdiin Internal Control — Integrated
Framework issued by the Committee of Sponsoringa@mations of the Treadway Commission (COSO). Tam@any’s management is
responsible for these financial statements, fontaiing effective internal control over financiaporting, and for its assessment of the
effectiveness of internal control over financigboeting, included in the accompanying Managemeréport on Internal Control Over
Financial Reporting. Our responsibility is to exggen opinion on these consolidated financial stet¢s and an opinion on the Company’s
internal control over financial reporting basedoam audits.

We conducted our audits in accordance with audgiagdards generally accepted in the Republic afa&Cand the standards of the Public
Company Accounting Oversight Board (United Stat€hpse standards require that we plan and perfoenaadit to obtain reasonable
assurance about whether the consolidated finasiEitdments are free of material misstatement ardheh effective internal control over
financial reporting was maintained in all materedpects. Our audits of the financial statemerdisidted examining, on a test basis, evidence
supporting the amounts and disclosures in the dioladed financial statements, assessing the actmuptinciples used and significant
estimates made by management, and evaluating #ralbfinancial statement presentation. Our aufiib@rnal control over financial reportil
included obtaining an understanding of internalta@rover financial reporting, assessing the risktta material weakness exists, and testing
and evaluating the design and operating effectiseiéinternal control based on the assessedQiskaudits also included performing such
other procedures as we considered necessary @irtluenstances. We believe that our audits provitkaaonable basis for our opinions.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyesaktepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (ftajpeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiiansactions and dispositions of the assetseoédmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadézjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all mater@gpects, the consolidated financial position
of the Company as of December 31, 2009 and 20XDthenresults of their operations and their casWwdlfor each of the three years in the
period ended December 31, 2010, in conformity &itbounting principles generally accepted in theuRép of China. Also, in our opinion,
the Company maintained, in all material respedfective internal control over financial reportiag of December 31, 2010, based on criteria
established in Internal Control — Integrated Framwssued by the Committee of Sponsoring Orgaitinatf the Treadway Commission
(COSO0).
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Accounting principles generally accepted in the idig of China vary in certain significant respefrtsn accounting principles generally
accepted in the United States of America. The appbin of the latter would have affected the deteation of net income for each of the three
years in the period ended December 31, 2010, andetermination of equity and financial positiorDaicember 31, 2009 and 2010, to

extent summarized in Note 25.

/s Moore Stephens

Certified Public Accountants
Hong Kong

March 15, 2011
F-3
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S

CONSOLIDATED BALANCE SHEETS
December 31, 2009 and 2010 (Notes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars, Excegrar Value)

December 31

2009

2010

NTS$ NT$ US$
(Note 3)
ASSETS
CURRENT ASSET<
Cash and cash equivalel 3,884,82 7,143,26! 245,13t
Restricted cash and cash equivalents (Note 243,84¢ 546,80’ 18,76¢
Financial assets at fair value through profit avssI(Notes 2 and - 119,02 2,99¢ 10z
Investments with no active market (Notes 2, 7 dbic 100,00( — —
Notes receivabl 27,93 13,98( 48(
Accounts receivable - net of allowance for doubtédeivables and sales return allowances
of NT$2,407,172 in 2009 and NT$197,311 in 2010 #8& and 5
Related parties (Note 1' 20k 257,98 8,85t
Third parties 2,441,76! 2,816,07. 96,63¢
Other receivables - net of allowance for doubtédeaivables and sales return allowance:
NT$529,758 in 2009 and NT$64,783 in 2010 (Notea® %)
Related parties (Note 1 — 66,37¢ 2,27¢
Third parties 130,13: 182,02¢ 6,24
Inventories- net (Notes 2 and ¢ 862,06« 1,279,80. 43,91¢
Deferred income ta- net (Notes 2 and 1¢ 356,31( 278,71: 9,56¢
Prepaid expenses and other current a: 265,12: 202,27. 6,941
Total Current Asset 8,431,223 12,790,29 438,92t
LONG-TERM INVESTMENTS (Notes 2 and *
Financial assets carried at ¢ 19,96¢ 10,53: 362
Investments with no active market (Note : 200,00( — —
Total lon¢-term investment 219,96t 10,53: 362
PROPERTY, PLANT AND EQUIPMEN™- NET (Notes 2, 8 and 2!
Cost
Land 532,60! 452,73t 15,537
Buildings and auxiliary equipme 9,371,64! 8,721,20! 299,28t
Machinery and equipmel 43,396,29 35,222,82 1,208,74!
Furniture and fixture 1,361,18. 1,289,14! 44,24(
Transportation equipme 41,72 36,39¢ 1,24¢
Tools 3,123,20. 2,970,63: 101,94:
Leasehold improvemen 2,441 2,22 76
Leased equipment (Notes 2, 15 and 2,363,16! 2,149,76: 73,77¢
Total cost 60,192,25 50,844,93 1,744,85I
Accumulated depreciation (Note (38,163,92) (33,342,10) (1,144,20)
Accumulated impairmer (1,356,37) (1,310,47) (44,972)
Construction in progress and advance payir 97,03¢ 1,080,61! 37,08
Net Property, Plant and Equipme 20,768,99 17,272,96 592,75t
INTANGIBLE ASSETS- NET (Notes 2 and ¢ 102,82: 94,26" 3,23t
OTHER ASSETS
Employee dormitory buildings - net of accumulategciation of NT$200,531 in 2009
and NT$152,639 in 2010 (Note 284,02 262,73! 9,01¢
Refundable deposi 33,79% 20,29 697
Prepaid pension (Notes 2 and . 19,78« 26,82¢ 92(
Deferred income ta— net (Notes 2 and 1¢ 213,36t 417,93: 14,34:
Others (Note 2 282,23: 419,17¢ 14,38t
Total Other Asset 833,20° 1,146,96: 39,36(
TOTAL ASSETS 30,356,22 31,315,03 1,074,64.

The accompanying notes are an integral part o€timsolidated financial statements.
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S

CONSOLIDATED BALANCE SHEETS (Continued)
December 31, 2009 and 2010 (Notes 1 and 17)

(In Thousands of New Taiwan and U.S. Dollars, Excegrar Value)

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Bank loans (Notes 10 and Z
Current portion of lon-term loans (Notes 14 and z
Convertible notes (Note 1.
Deferred credi
Accounts payabl
Other payable
Related parties (Note 1'
Third parties (Note 11
Income tax payable (Note
Payables to contractors and equipment supplierte(N®)
Capital leases payable (Notes 15 and
Accrued expenses and other current liabilities €Nidt)
Total Current Liabilities

LONG-TERM LIABILITIES
Convertible notes (Note 1.

Derivative liabilities (Note 13

Capital leases payable (Notes 15 and
Long-term loans (Notes 14 and Z
Total Lon¢-Term Liabilities

OTHER LIABILITIES

Deferred credi

Accrued pension cost (Notes 2 and
Guarantee deposi

Total Other Liabilities

Total Liabilities

COMMITMENTS AND CONTINGENCIES (Note 21

EQUITY (Notes 2 and 173

Capital stock NT$1.303 (US$0.04) par va
Authorized 62,500 thousand common shares and 18htb@and preferred shai
Issued 27,638 thousand common shares (2009: 2h688and common share
Outstanding 25,715 thousand common shares (20087 1$housand common shar

Capital surplut

Deferred compensatic

Accumulated losse

Cumulative translation adjustmet

Treasury stocl

Total Shareholde’ Equity

Noncontrolling interest

Total Equity
TOTAL LIABILITIES AND EQUITY

December 31
2009 2010
NT$ NT$ US$
(Note 3)

2,363,31! 1,494,65: 51,29
1,553,94! 4,925,73! 169,03
— 65,83¢ 2,25¢
2,32: 2,181 75
737,99 690,06( 23,68:
26 13 1
696,12: 896,70t 30,77:
19,65¢ 18,79¢ 64t
201,17: 790,59¢ 27,13
821,21 822,04 28,21(
525,71( 990,89¢ 34,00¢
6,921,48! 10,697,522 367,10¢
554,53 108,30 3,71
129,96° 96,78¢ 3,321
1,453,79: 631,74 21,68(
11,239,31 5,640,13: 193,55:
13,377,60 6,476,96! 222,27
97,57¢ 89,42¢ 3,06¢
3,66¢ 3,66¢ 12&
3,66¢ 3,98¢ 137
104,90¢ 97,07¢ 3,331
20,404,00 17,271,57 592, 71(
27,557 36,00¢ 1,23¢
12,860,09 14,040,71 481,83t
(8,692) (1,577 (54)
(5,417,00)  (3,772,27) (129,45
404,51° 326,05 11,18¢
(81,71% (128,61 (4,419
7,784,76: 10,500,31 360,34
2,167,45! 3,543,14! 121,59:
9,952,21' 14,043,45 481,93
30,356,22 31,315,03 1,074,64.

(1) The outstanding shares and par value reflect therse stock split of the Compé's common stock with a ratio o-for-every-4 shares effective on January 21, 2(

The accompanying notes are an integral part o€dmsolidated financial statements.
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended December 31, 2008, 2009 and PQNotes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars, Excefarnings Per Share)

NET REVENUE (Notes 2, 19 and 2
Related partie

Third parties

Total Net Revenue

COST OF REVENUE (Notes 19 and 2
Related partie

Third parties

Total Cost of Revenu

GROSS PROFIT (LOS¢

OPERATING EXPENSES (Note 1
Research and development (Note
General and administrati

Sales and marketing (Notes 2 anc

Total Operating Expensi
LOSS FROM OPERATION!

NON-OPERATING INCOME

Gain on embedded derivati

Foreign exchange ga- net (Note 2’
Rental

Interest (Note 19

Cash dividend from financial asst

Fair value gain on financial assi

Subsidy incom:e

Gain on disposal of property, plant and equipmbioté 2)
Gain on disposal of financial ass

Gain on partial disposal of a subsidii
Gain on redemption on convertible no
Gain on extinguishment of convertible no
Gain on disposal of land use rig|

Claim received (Note 2

Recovery of allowance for doubtful receivables @02, 5 and 1¢

Other
Total Nor-Operating Incom:

The accompanying notes are an integral part o€dmsolidated financial statements.

Year Ended December 31

2008

2009

2010

NT$ NT$ NT$ uss$
(Note 3)
3,122,92! 668,90¢ 2,033,34. 69,77¢
13,887,23 11,481,40 15,176,39 520,81(
17,010,216 12,150,30 17,209,73 590,58
3,574,15! 885,11¢ 2,408,32. 82,64¢
13,395,72 14,776,33 14,155,68  485,78.
16,969,88 15,661,45 16,564,000 568,42¢
40,28. (3,511,14) 645,73(  22,16(
435,58 375,28 412,75: 14,16¢
885,64! 657,80: 677,61¢ 23,25¢
2,362,68! 561,23 64,38 2,20¢
3,683,91. 1,594,31i 1,154,75: 39,62¢
(3,643,63) (5,105,46)  (509,02) (17,468
— 50,74( — —
143,93. 14,68: — —
12,09¢ 12,301 12,64¢ 434
112,13: 37,29 15,86! 544
— — 9,194 31€
— 62,67« 3,91¢ 134
— 4,12¢ — —
38,63¢ 10,27¢ 104,31( 3,58(
5,954 — 15,81¢ 54:
— — 31,37: 1,07¢
66,80¢ — — —
— 412,33 — —
69,524 — —
— — 2,118,491 72,70(
— — 2,716,88! 93,23t
105,89¢ 63,75! 183,49: 6,29
554,98 668,19: 5,211,98. 178,85¢
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S

CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)

For the Years Ended December 31, 2008, 2009 and BQNotes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars, Excefarnings Per Share)

NON-OPERATING EXPENSE!

Interest

Financing cos

Fair value loss on financial ass

Foreign exchange lo- net (Note 2

Loss on disposal of property, plant and equipmioté 2)

Impairment loss on lor-term investments (Note

Impairment loss on property, plant and equipn

Impairment loss on other ass

Impairment loss on goodwi

Loss on embedded derivati

Loss on sale of receivables (Note

Other

Total Nor-Operating Expense

INCOME (LOSS) BEFORE INCOME TAX, NONCONTROLLING INERESTS AND
INTEREST IN BONUSES PAID BY SUBSIDIARIE:

INCOME TAX (EXPENSE) BENEFIT (Notes 2 and 1

INCOME (LOSS) BEFORE NONCONTROLLING INTERESTS ANDNTEREST IN
BONUSES PAID BY SUBSIDIARIES

NET (INCOME) LOSS ATTRIBUTABLE TO NONCONTROLLING INERESTS
INTEREST IN BONUSES PAID BY SUBSIDIARIE!

NET INCOME (LOSS) ATTRIBUTABLE TO ChipMO¢

EARNINGS (LOSS) PER SHAR- BASIC @

WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDIN- BASIC @
EARNINGS (LOSS) PER SHAR- DILUTED (Note 2)®

WI%II)GHTED AVERAGE NUMBER OF SHARES OUTSTANDIN'- DILUTED (Note 2)

Year Ended December 31

2008

2009

2010

NT$ NT$ NT$ uss$
(Note 3)

765,00¢ 439,41 683,48t 23,45t
35,50: 37,08 39,61 1,35¢
148,56¢ — — —
— — 292,567 10,04(
2,40¢ 152 83,59:¢ 2,86¢
220,18 — 9,42¢ 324
1,599,42. 25,54 — —
3,46( — 391,64¢ 13,44(
917,18: — — —
105,11( — 260,65 8,94¢
— — 1,067,79. 36,64
44,88¢ 49,26: 62,61t 2,14¢
3,841,73; 551,44¢ 2,891,39: 99,22«
(6,930,38) (4,988,71) 1,811,561 62,167
(120,797 420,66: 99,36( 3,41(
(7,051,17) (4,568,05) 1,910,921 65,57:
143,29° 149,37: (266,199 (9,135
(362,36 — — —
(7,270,24) (4,418,68) 1,644,73. 56,44:
(346.6%) (223.3Y 68.61 2.3¢
20,97« 19,78¢ 23,977 23,97.
(346.67) (230.1%) 67.3¢ 2.31
20,97« 22,25¢ 26,80¢ 26,80¢

(1) The outstanding shares and per share informatftectéhe reverse stock split of the Comp’'s common stock with a ratio o-for-every-4 shares effective on January 21, 2(

The accompanying notes are an integral part o€timsolidated financial statements.
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BALANCE,
January 1,
2008

Exercise of stock
Options

Issue of option
warrants

Repurchase of
convertible
notes “CN”)

Net loss for 200t

Adjustment of
equity
method for
long-term
investment:

Changes in
noncontrollin
interests

Stock purchased
by a
subsidiary

Translation
adjustment:

BALANCE,
DECEMBER
31, 2008

Issue of option
warrants

Net loss for 200¢

Adjustment of
equity
method for
long-term
investments

Changes in
noncontrolling
interests

Stock purchasec
by a
subsidiary

Translation
adjustment:

BALANCE,
DECEMBER
31, 200¢

Exercise of stock
option

Issue of option
warrants

Net profit for
2010

Interest paymen
for CN

CN conversior

Adjustment of
equity
method for
long-term
investments

Changes in
noncontrolling
interests

Disposal of a
subsidiary

Translation
adjustment:

BALANCE,

ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For the Years Ended December 31, 2008, 2009 and BQNotes 1 and 17)

CAPITAL STOCK

CUMULATIVE
TRANSLATION

(In Thousands of New Taiwan Dollars, Except Numbeof Shares)

ISSUED RETAINED
EARNINGS NON-
CAPITAL (ACCUMULATED ADJUSTMENTS  TREASURY CONTROLLING
DEFERRED TOTAL
Shares(t) Amount  SURPLUS COMPENSATION LOSSES) (Note 2) STOCK INTERESTS EQUITY
(Thousands NT$ NT$ NT$ NT$ NT$ NT$ NT$ NT$

20,96( 27,517 12,475,93 (69,36¢) 6,291,00: 277,46 — 3,245,57 22,248,12
32 40 4,50¢ — — — — — 4,54¢

— — 21,74 43,36¢ — — — — 65,11:
— — 197,29¢ — — — — — 197,29¢
— — — — (7,270,24) — — (143,29)  (7,413,54)
— — 84,59t — (19,089 — — — 65,51!
— — — — — — — (778,719 (778,719
(49 — — — — — (1,779 — (1,779

— — — — — 156,25( — — 156,25(
20,94: 27,557 12,784,08 (26,000 (998,319 433,71 (1,779 2,32355'  14,542,81
— — 73,29: 17,30¢ — — — — 90,60(
— — — — (4,418,68) — — (149,37)  (4,568,05)
— — 2,72¢ — — — — — 2,72¢
— — — — — — — (6,73) (6,731
(1,472) — — — — — (79,936 — (79,936
— — — — — (29,197 — — (29,19
19,47: 27,55, 12,860,09 (8,697) (5,417,00) 404,51° (81,715 2,167,45.  9,952,21
19 23 1,427 — — — — — 1,45(

— — 36,751 7,11t — — — — 43,87:
— — — — 1,644,73: — — 266,19: 1,910,921
29C 87¢ 75,23¢ — — — (46,899 — 29,21¢
5,93t 7,54¢ 1,070,45 — — — — — 1,078,00:
— — (3,260) — — — — — (3,260)
— — — — — — — 3,71(C 3,71(C
— — — — — — — 1,105,78 1,105,78
— — — — — (78,460 — — (78,460




DECEMBER 31,
2010 2571 36,00f 14,040,71 (1,573) (3,772,270 326,05: (128,61, 3,543,14'  14,043,45

(1) The outstanding shares reflect the reverse stditko$§phe Compan’s common stock with a ratio o-for-every-4 shares effective on January 21, 2(
The accompanying notes are an integral part o€dmsolidated financial statements.
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2008, 2009 and BQNotes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars)

CASH FLOWS FROM OPERATING ACTIVITIE¢
Net income (loss) attributable to ChipM(¢
Adjustments to reconcile net income to net cashigeal by operating activitie
Depreciatior
Amortization of intangible and other ass
Amortization of discount of convertible not
Interest payment from conversion of (
Allowance for doubtful receivable
Recovery of allowance for doubtful receivab
Deferred compensatic
Gain on disposal of property, plant and equipn- net
Gain on disposal of land use ric
Gain on extinguishment of convertible no
Gain on disposal of financial ass
Gain on partial disposal of a subsidi
Gain on redemption of convertible no
Loss (gain) on embedded derivat
Impairment loss on lor-term investment
Impairment loss on goodwi
Impairment loss on property, plant and equipn
Impairment loss on other ass
Fair value loss (gain) on financial ass
Accrued pension co
Deferred income ta- net
Noncontrolling interest
Changes in operating assets and liabili
Financial assets at fair value through profit aoeb
Notes receivabl
Accounts receivabl
Other receivable
Inventories
Prepaid expenses and other current a:
Other asset
Accounts payabl
Other payable
Income tax payabl
Accrued expenses and other liabilit
Deferred credi
Net Cash Provided by Operating Activiti
CASH FLOWS FROM INVESTING ACTIVITIES
Decrease (increase) in restricted cash and casvadents
Proceeds from sales of property, plant and equip
Proceeds from sales of Ic-term investmen
Proceeds from liquidation of a lo-term investmen
Proceeds from redemption of h-to-maturity financial assets and financial assets witlactive marke
Proceeds from sales of intangible as
Proceeds from sales of employee dormitory build
Acquisitions of:
Property, plant and equipme
Deferred asse!
Employee dormitory buildin
Decrease in refundable depo:

Net Cash Used in Investing Activiti

Year Ended December 31

2008 2009 2010
NT$ NT$ NT$ uss$
(Note 3)
(7,270,24) (4,418,68) 1,644,73 56,44.
6,999,59 6,340,32 6,132,86! 210,46
174,93: 184,27 148,76: 5,10¢
184,82¢ 3,731 11,76: 404
— — 276,89: 9,50z
2,292,22! 1,064,77 73,88: 2,53t
(119,81 (560,859 (2,718,17)  (93,28()
65,11: 90,60( 43,87: 1,50¢
(36,22¢) (10,127) (20,719 (712)
(69,529) — — —
— (412,33) — —
— — (15,819 (54%)
— — (31,379) (1,07¢)
(66,80¢) — — —
105,11( (50,74() 260,65:¢ 8,94¢
220,18: — 9,42¢ 324
917,18: — — —
1,599,42. 25,54 — —
3,46( — 391,64t 13,44(
148,56¢ (62,674) (3,91¢) (134)
(7,486) (8,28¢) (7,049 (242)
(215,609  (447,68) (126,960 (4,357
(143,29) (149,37)) 266,19: 9,13t
261,56 102,13 124,81: 4,28:
(181,147 181,24: 13,95( 47¢
1,175,36/  (1,241,35) 1,563,61! 53,65¢
(146,82)) (399,65 383,35t 13,15¢
47,53: 137,16t (423,18()  (14,52)
71,05( (23¢) 60,56¢ 2,07¢
449,80: 40¢ 61 2
(502,24 263,56« (43,359 (1,48¢)
22,157 68,42: 202,25: 6,94(
(401,28)) 18,07¢ (85€) (29
(409,55 65,16: 473,31: 16,24:
(3,809 (2,409 (2,309 (79
5,164,22 781,02 8,688,90! 298,17¢
47,13t (172,804 (303,63) (10,420
113,59 19,08( 899,07t 30,85¢
— — 10,95:¢ 37¢€
— 105,00( — —
— 350,00( 300,00( 10,29:
73,70¢ — — —
— 7,04¢ — —
(2,390,91) (1,244,63) (4,467,69) (153,31
(139,509 (107,777 (17,919 (615)
(2,025) (82) (11,107 (382)
1,08¢ 1,62¢ 3,102 10€
(2,296,91) (1,042,53) (3,587,21) (123,10

The accompanying notes are an integral part o€dmsolidated financial statements.
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
For the Years Ended December 31, 2008, 2009 and BQNotes 1 and 17)

CASH FLOWS FROM FINANCING ACTIVITIES
Payments or
Bank loans
Long-term loans
Convertible note
Treasury stocl
Proceeds from
Bank loans
Convertible note
Long-term loans
Issuance of capital stoc
Sales of subsidiar
Changes in noncontrolling intere:
Increase (decrease) in guarantee dep

Net Cash used in Financing Activiti
EFFECT OF EXCHANGE RATE CHANGES ON CAS

Net increase (decrease) in cash and cash equis

Cash and cash equivalents, beginning of the
Cash and cash equivalents, end of the
SUPPLEMENTAL INFORMATION

Income tax pait

Interest paic

NON-CASH FINANCING ACTIVITIES
Current portion of lon-term loans

Extinguishment of convertible notes (Note !
Interest payment for CN in shar

PARTIAL CASH PAID FOR INVESTING ACTIVITIES

(In Thousands of New Taiwan and U.S. Dollars)

Cash paid for acquisition of property, plant andipment

Total acquisition

Decrease (Increase) in payables to contractorgquigppment supplier

Year Ended December 31

2008 2009 2010
NT$ NT$ NT$ us$
(Note
3)
(291,44, (382,07:) (928,66¢) (31,869
— (1,572,51) (2,227,38) (76,43%)
(3,498,28) (681,95%) — —
(1,779 (25,08%) — —
1,787,63 — 60,00( 2,05¢
— 164,71( 131,08! 4,49¢
1,386,37! — — —
4,54¢ — 1,45( 5C
— — 1,133,04! 38,88:
(778,71Y) (6,73)) 3,74( 12¢
(3,64¢) (143) 328 11
(1,395,31) (2,503,79) (1,826,44) (62,67%)
46,32¢ (1,780 (16,817 (577)
1,518,321 (2,767,08) 3,258,43  111,82(
5,133,58 6,651,900 3,884,820 133,31
6,651,900 3,884,821 7,143,26! 245,13t
747,55. 10,67¢ 27,65: 94¢
641,72 424,96 383,58: 13,16¢
4,603,63 1,553,94°  4,925,73' 169,03
— 503,21: — —
— — 296,18( 10,16«
2,188,39:  3,479,68. 4,237,270 145,41:
202,51t (2,235,05) 230,41¢ 7,907
2,390,91 1,244,63 4,467,691 153,31t

The accompanying notes are an integral part o€dmsolidated financial statements.
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION AND BUSINESS

ChipMOS TECHNOLOGIES (Bermuda) LTD. (ChipMOS Bermajidvas incorporated under the laws of Bermuda ogu&ul, 2000, ar
its common shares have been traded on the NASDAQabEelect Market since June 2001. In Februar® 2ChipMOS Bermuda
submitted an application to the NASDAQ Stock Martketransfer its listing to The NASDAQ Capital Matkrom The NASDAQ Global
Select Market. The NASDAQ Stock Market has deteedithat the Company meets the NASDAQ Capital Mairkgal listing criteria

set forth in Listing Rule 5505. Its common sharagehbeen traded on the NASDAQ Capital Market siMeech 17, 2010. As of
December 31, 2010, ChipMOS Bermuda was 10.13% (20R183%) owned by Mosel Vitelic Inc. (MVI) througts wholly-owned
subsidiary, Giant Haven Investment Ltd. and itsriextly-owned subsidiary, Mou-Fu Investment Ltd.qd4Fu) and 11.01% (2009:
14.50%) owned by Siliconware Precision Industries IGd (SPIL). As of December 31, 2010, ChipMOSmBada owned 88.96% (2009:
100%) of the outstanding common shares of ChipME@SHNOLOGIES INC. (ChipMOS Taiwan).

Control
ChipMOS Bermuda Modern Mind

100% 88.96% 100%

ChipMOS HK ChipMOS Taiwan ChipMOS Shanghai
{in hquedation)

42.87% 100%
Thailin ChipMOS
USA

ChipMOS Taiwan was incorporated in Taiwan on J@8y 997 as a joint venture company between MVI@RLL. Its operations consist
of testing and assembly of semiconductors. In cotiore with a corporate restructuring on January2l®)1, the holders of an aggregate
of 583,419 thousand common shares of ChipMOS Taexacuted a Purchase and Subscription Agreemeneiéhey transferred the
shares of ChipMOS Taiwan to ChipMOS Bermuda in exge for 14,585 thousand common shares in ChipM&@$Bda. The selling
shareholders, who previously held an aggregat® @56 of the entire outstanding common shares @dMOS Taiwan, thus became the
holders of the entire outstanding common shar&higfMOS Bermuda. Because 100% of the outstandingwan shares of ChipMOS
Bermuda were owned by former shareholders of ChiVi@iwan, the exchange of shares has been accdontasla merger as if
ChipMOS Bermuda was the acquirer. Equity and opratattributable to ChipMOS Taiwan shareholdetspaoticipating in the
exchange offer were reflected as noncontrollingriests in the historical financial statements. bréh 2007, ChipMOS Bermuda,
ChipMOS Taiwan and SPIL completed a share purchadesubscription transaction whereby ChipMOS Bermuutchased 100% of
SPIL’s equity interest in ChipMOS Taiwan at US$0p&s share. SPIL also subscribed to 3,043,749 nisstyed common shares of
ChipMOS Bermuda through a private placement of US$@er share. After the transaction, ChipMOS Tailwacame a 99.14%
subsidiary of ChipMOS Bermuda and SPIL owned 140f%hipMOS Bermuda. In September 2007, anotheresbachange transaction
was completed whereby ChipMOS Bermuda offered thamge one share of ChipMOS Bermuda for 8.4 slwir€sipMOS Taiwan
shares. The exchange was completed in Septemb@ra2@0ChipMOS Taiwan became a wholly-owned subgicddChipMOS

Bermuda. In February 2010, ChipMOS Bermuda entireda Share Purchase Agreement with SPIL to sélRIL the holding of
133,000 thousand common shares of ChipMOS Taiwaa éonsideration of NT$1,630,580 thousand. UnkeiShare Purchase
Agreement, SPIL will pay the purchase price in fmgtallments to ChipMOS Bermuda with the finaltaibnent scheduled to be paid on
or about March 31, 2011. Post completion of theesparchase transaction, SPIL holds approximatgl§% of the total number of
ChipMOS Taiwan’s outstanding shares and ChipMOSrBelia holds approximately 84.2% of the total nund§eChipMOS Taiwan’s
outstanding shares. As of December 31, 2010, S&éLalcquired 93,033 thousand common shares (ap@at@tinll1.04%) of ChipMOS
Taiwan and ChipMOS Bermuda held a 88.96% intere§thipMOS Taiwan.
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1. ORGANIZATION AND BUSINESS (continuec

ThaiLin Semiconductor Corp. (ThaiLin) was incorpecon May 15, 1996 and is listed on the GreTau8tes Market in Taiwan.
ThailLin is engaged in wafer and semiconductorngssiervices. On December 31, 2002, ChipMOS Taiveguieed an equity interest of
41.8% in ThaiLin. On December 1, 2003, ChipMOS Taivobtained controlling influence over ThaiLin’scdgons on its operations,
personnel and financial policies. Therefore, Thaih&s been consolidated into these financial sextésfrom December 1, 2003 in spite
of the fact that ChipMOS Taiwan holds an equitgiast of less than 50% in ThaiLin. As of Decembir2)10, ChipMOS Taiwan helc
42.87% equity interest in ThaiLin.

ChipMOS Japan Inc. (ChipMOS Japan) was incorporiatddpan in June 1999, and ChipMOS USA Inc. (CIH8VUSA) was
incorporated in the United States of America indber 1999. These two companies engage in salesustaimer services and all the
expenses incurred from these activities are chagedrrent income. ChipMOS Japan began generatwvenue in 2000, while ChipMC
USA began generating revenue in 2001. As of Dece®be2010, ChipMOS Taiwan owned 100% of the ouditag shares of ChipMO
USA. ChipMOS Japan was liquidated in October 2009.

MODERN MIND TECHNOLOGY LIMITED (Modern Mind) was icorporated in the British Virgin Islands on Januagy 2002. Moder
Mind conducts its operations through ChipMOS TECHNMNIGIES (Shanghai) LTD. (ChipMOS Shanghai). ChipMB&muda acquired
a 100% equity interest in Modern Mind on Decemii&gr2D02, and then transferred it to Jesper Limi#edper) on December 31, 200z
December 2002 and 2003, ChipMOS Bermuda acquiced esper and ChipMOS Taiwan, respectively, coiblemotes issued by
Modern Mind that are convertible into a controllieguity interest in Modern Mind if the repaymenhit made when due. Accordingly,
ChipMOS Bermuda is deemed to have a controllingrégt in Modern Mind.

ChipMOS Shanghai a wholly-owned subsidiary of Maodilind, was established in the People’s Republi€lha (PRC) on June 7,
2002. ChipMOS Shanghai is engaged in wafer tessiagiconductor assembly and testing, and modulealnslystem manufacturing.
ChipMOS Shanghai commenced commercial producti&dis.

ChipMOS Bermuda controls both Modern Mind and @8% subsidiary, ChipMOS Shanghai, as ChipMOS Beamabssesses the pov
to direct or cause the direction of the manageraedtpolicies of Modern Mind by contract or othemvand thereby has established a
parent-subsidiary relationship over Modern Mind &dpMOS Shanghai. For this reason, Modern Mind @hipMOS Shanghai have
been consolidated into these financial statemengpite of the fact that ChipMOS Bermuda does ndd hn equity interest in Modern
Mind.

ChipMOS TECHNOLOGIES (H.K.) Limited (ChipMOS HK) wancorporated in Hong Kong on November 18, 200&. éngaged in
semiconductor testing and assembly services adthg®f spare parts and tools. ChipMOS HK is a Wholvned subsidiary of
ChipMOS Bermuda. As of December 31, 2010, ChipMOSws in the process of liquidation.

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

The consolidated financial statements include ttoants of ChipMOS Bermuda and all subsidiariestich ChipMOS Bermuda
(hereinafter, referred to individually or colleatly as the “Company”) holds a controlling interest/oting interests in excess of 50% in
accordance with the requirements of ROC Statemfdrinancial Accounting Standards (“SFAS No. 7”)| gignificant intercompany
accounts and transactions have been eliminated.

The Company'’s consolidated financial statementidecfor 2008, 2009 and 2010, the financial resaflt€hipMOS Taiwan and its
subsidiaries, ThaiLin, ChipMOS Japan and ChipMO3\UShipMOS HK and Modern Mind and its wholly-ownsdbsidiary, ChipMOS
Shanghai.

Concentration of credit risk
Financial instruments that potentially subject @@mpany to a concentration of credit risk consistash, accounts and other receivables.

At December 31, 2009 and 2010, the Company hadtcerekl exposure of uninsured cash in banks of apipnately NT$4,128,277
thousand and NT$7,690,072 thousand (US$263,09k&mal), respectively.

A substantial portion of revenue is earned fromnalsnumber of customers on credit and generalthavit any requirement of collateral.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

The Company had one customer that had balancetegtean ten percent of total notes and accouctivable as of December 31, 2009
and 2010, respectively:

December 31,
2009 2010
Third party
Spansion LLC (Spansiol 46% 8%
Novatek Microelectronics Corp. (Novate 6% 20%

As of December 31, 2009, full allowance was madsreg all receivables from Spansion. On Januan2@bQ, ChipMOS Taiwan enter
into a definitive Transfer of Claim Agreement tdl $e Citigroup Financial Products Inc. (Citigroutile general unsecured claim reflec
in the proof of claim against Spansion. The claiat fs the subject of the Transfer of Claim Agreetiecludes accounts receivable for
testing and assembly services provided to Sparfier'Undisputed Claim”). In February 2010, ChipM@8&iwan received from
Citigroup the purchase price for the Undisputedr@laf NT$1,118,574 thousand against accounts rabévof NT$2,186,365 thousand.
A loss on sale of receivables of NT$1,067,791 thadsvas recognized and the related allowance fobtfid receivables of
NT$2,186,365 thousand was reversed. The Transféfanin Agreement also includes the sale of breddontract and liquidated
damages rights against Spansion in the amount 82NT8,490 thousand, which was received in Octaba&0.

Credit evaluation of each customer is performedrasdrves for potential credit losses are mainthine

Use of estimates

The preparation of consolidated financial statemeaguires management to make estimates and judghen affect the recorded
amounts of assets, liabilities, revenue and exgeothe Company. The Company continually evalutdtese estimates, including those
related to allowances for doubtful amounts, inveet useful lives of properties, income tax vabmaallowances, pension plans and the
fair value of financial instruments. The Compangémits estimates on historical experience and agsimptions, which it believes to
reasonable under the circumstances. Actual residisdiffer from these estimates under differentiagstions and conditions.

Cash equivalents
Repurchase notes with original maturity dates tfetmonths or less are classified as cash equigalen

Financial assets/liabilities at fair value throymbfit and loss

Financial assets and liabilities at fair value tigb profit and loss include investments and liéibsi held for trading purposes and those
designated as financial assets/liabilities repoatefdir value. Transaction costs directly attréhle to the acquisition or issuance of these
financial assets and liabilities are expensed iniately as incurred. Subsequent to initial recognitifinancial assets and liabilities are
remeasured at fair value and the changes shafldognized in earnings.

Financial assets carried at cost

Investments for which the Company does not exesigficant influence and that do not have a qdotarket price in an active market
and whose fair value cannot be reliably measungeh as non-publicly traded stocks and mutual fuadscarried at their original cost.
The costs of non-publicly traded stocks and mulwradls are determined using the weightegrage method. If there is objective evide
which indicates that a financial asset is impaigebhss is recognized. A subsequent reversal df snpairment loss is not allowed.

Investments with no active market

Investments with no active market are carried atréimed cost using the effective interest methdte Tompany assesses at each balance
sheet date whether there is any objective eviddratehe investments are impaired. If there is cbje evidence that an impairment loss
has been incurred, the amount of the loss is rézedrand measured as the difference between tlestiment’s carrying amount and the
present value of estimated future cash flows distamiat the investment'’s original effective intémege. The carrying amount of the
investment shall be reduced either directly ordlgtouse of an allowance account. The amount dbdgeshall be recognized in profit or
loss.

If, in a subsequent period, the amount of the immpant loss decreases and the decrease can bel relftigeetively to an event occurring
after the impairment was recognized, the previoustygnized impairment loss shall be reversed redtiectly or by adjusting an
allowance account. The reversal shall not resudt @arrying amount of the investment that excedust the amortized cost would have
been had the impairment not been recognized atateethe impairment is reversed. The amount ofdliersal shall be recognized in
profit or loss.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Allowance for doubtful receivables

The allowance for doubtful receivables reflectsneates of the expected amount of the receivablsttie Company will not be able to
collect. The Company first examines the availabferimation regarding any customer that the Compgeasyreason to believe may be
unable to meet its financial obligations. For thesstomers, the Company uses its judgment, bas#teawvailable facts and
circumstances, and records a specific allowancthircustomer against amounts due to reduce deéveble to the amount that is
expected to be collected. These specific allowaaoeseevaluated and adjusted as additional inftomé received. Secondly, for all
other customers, the Company maintains an allowbhased on a range of percentages applied to agtegaries. These percentages are
based on our historical collection and write-ofperence. Additional allowances may be requirethefuture if the financial condition

of our customers or general economic conditionsrit@ate, and this additional allowance would reztiee Company’s net income.

Allowances for sales returns and discounts

Allowances for sales returns and discounts areigeavbased on the sales returns from past expesisnch provisions are deducted fi
sales and the related costs of products are detifrot® cost of products sold.

Inventories

Inventories are stated at the lower of standartl (@dsch adjusted to approximate weighted averaggt on the balance sheet date) or net
realizable value. Inventory write-down is made aritam-by-item basis, except where it may be appateto group similar or related
items. Net realizable value is the estimated sgltirice of inventories less all estimated costsamhpletion and necessary selling costs.
Prior to January 1, 2009, inventories were statédealower of cost or market value. Any write-dowas made on a totatventory basis
Market value represented replacement cost for raterials and net realizable value for finished goandd work in progress.

Long-term investments

Investments in shares of stock of companies whehgifCompany exercises significant influence orraj@enal or financial decisions are
accounted for using the equity method. Under thetggnethod, the investments are initially carradcost and subsequently adjusted for
the proportionate equity of the Company in theinedme or net loss of the investees.

The Company will discontinue its recognition oféguity in the net loss of the investees when #reying value of the investment
(including advances) is reduced to zero. Howevecaises where the Company guarantees the obligatraa committed to provide
further financial support to an investee, or if theestee’s losses are temporary and evidencecmiffly shows imminent return to
profitability in the foreseeable future, then thendbany continues to recognize its share in théosstof the investees. (The resulting
credit balances of the long-term investments agsgmted as part of other receivables from reladeties.)

Translation adjustments resulting from the procggganslating the investees’ financial statemémtis the functional currency of the
Company are recorded as cumulative translationségnts in the statement of changes in equity.
Property, plant and equipment and employee dorgntiaildings

Property, plant and equipment and employee dorgnliaildings (presented as part of Other Assetsktated at cost less accumulated
depreciation. Major additions, renewals and improgsts are capitalized while maintenance and repagrexpensed as incurred.

The initial estimate of the service lives of prdgeplant and equipment is as follows: machinergt aquipment, 1 to 5 years; buildings
and auxiliary equipment, 1 to 54 years; furnitune &ixtures, 1 to 5 years; tooling, 1 to 2 yearapsportation equipment, 5 years; and
leasehold improvements, the shorter of lease terinto 10 years. Salvage value is considered weésrmhining the basis of depreciated
assets. If items of property, plant and equipmedtemployee dormitory buildings are still in goazhdition and useful at the end of their
original service lives, the salvage value is dejpted over any extended useful life.

Upon sale or disposal of items of properties, tlated cost and accumulated depreciation are resnfoem the accounts, and any gain or
loss is credited or charged to current income.
Leased assets

Assets under capital leases are recorded at ther lofithe fair value of the leased assets andtbsept value of the minimum lease
payments of such assets. The leased assets aszidégut over the shorter of lease terms or thenaid useful life of the leased assets.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Intangible assets

Intangible assets are recorded at cost excepiofwattbn from the government, which is measureaiatvblue. Subsequent to their initial
recognition, the book values are the cost and thefemental value that resulted from revaluationus accumulated amortization and
impairment loss.

Amortization is computed using the straight-linetioel. The Company reevaluates the residual vakienated useful lives, and
amortization method at least once every year. Cémirgthe above factors will be regarded as chammgascounting estimate.

Deferred charges

Deferred charges are amortized using the straigatrhethod over the following periods: technologypWw-how, 5 years; technology
license fees, 5 years; software, 2 to 4 years; ligsuhince costs, using the average method.

Goodwill and negative goodwill

Goodwill arising on consolidation represents theess of the cost of acquisition over the Compaimgrest in the fair value of the
identifiable assets and liabilities of an investempany at the date of acquisition. Goodwill isogrtized as an asset and carried at cost
less accumulated impairment.

Goodwill arising on the acquisition of an associata jointly controlled entity is included withthe carrying amount of the associate or
jointly controlled entity. Goodwill arising on treequisition of subsidiaries is presented separatetlye balance sheet.

Negative goodwill arising on consolidation reprasehe excess of the Company’s interest in theviaine of the identifiable assets and
liabilities of an investee company over the cosaajuisition at the date of acquisition. Negatieedwill is allocated to the related assets
according to the method applied to identify neessat the process of acquisition.

Goodwill is tested for impairment on an annual basgardless of whether there is any indicatioimpiirment. Recognized impairment
losses of goodwill cannot be reversed.

Asset impairment

The Company reviews its long-lived assets, inclggiroperties, assets leased to others and defeleedes, to look for any indication
that an asset may be impaired as of the balan@t date. An impairment loss is recognized whengwerecoverable amount of the asset
of the cash-generating unit is below the carryingant of an asset. If there is an indicator thaasset may be impaired, then the
Company calculates the recoverable amount of thet @ the cash-generating unit. An asset’s reedderamount is the higher of the
value in use of the asset or cash-generating aimitich it belongs and its fair value.

If an asset impairment loss (excluding goodwilljgsersed, the increase in the carrying value tiegufrom the reversal is credited to
current income or debited to accumulated impairn@iricrease the carrying value of the asset teeiteverable amount. However, loss
reversal is limited to the carrying value (net epceciation or amortization) of the asset as ifithgairment had not been recognized.

Reverse stock split

On January 21, 2011, the Company’s shareholdersegg a one-fofeur share combination of its common stock whicbharee effectiv
on January 21, 2011. As a result of this reverseksdplit, every four shares of the Company’s comrsiock that were issued and
outstanding as of January 21, 2011 were automigticambined into one issued and outstanding sh#ttepar value change from
US$0.01 to US$0.04 per share, and the number bbaméd but unissued shares of the Company’s constamk was proportionally
reduced. A proportionate adjustment was also madeet Company’s outstanding stock options and atifve notes. No fractional
shares were issued in connection with this revetiesek split, but rather shareholders who were ledtib fractional shares received cash
in lieu of receiving fractional shares. All refecers within this document to earnings (loss) peresheflect this reverse stock split.
Additionally, the number of common shares and stoutions, and the price per common share, stodkmpid convertible notes, reflect
this reverse stock split.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Revenue recognition

The company recognized revenue upon completioasting and assembly services. Other criteria tteQtompany uses to determine
when to recognize revenue are: (1) existence &fuasive evidence of the services provided, (2)oousts’ fixed commitment to use our
service, (3) the selling price is fixed or deterabte and (4) collectibility is reasonably assured.

The Company does not take ownership of: (1) bareécmductor wafers received from customers thassembles into finished
semiconductors, and (2) assembled semiconductoes/ezl from the customers that it tests. The &itld risk of loss remains with the
customer for those bare semiconductors and/or ddsdreemiconductors. Accordingly, the customer-§agsemiconductor materials
are not included in the consolidated financialestents.

These policies are consistent with provisions anfmancial Accounting Statement Board Accountiten8ard Codification (FASB ASt
605 “Revenue Recognition”.

The Company does not provide warranties to custemerept in cases of defects in the assembly ssryiovided and deficiencies in
testing services provided. An appropriate salesialhce is recognized in the period during whichsle is recognized, and is estimated
based on historical experience.

Government grant

A government grant is recognized at its fair vedne credited to the income statement. Where thet getates to an asset, the fair valu
credited to a deferred income account and is rdzedras income over the periods necessary to ntla¢crelated amortization of the
asset, on a systematic basis.

Research and development costs

Research and development costs consist of expeaditcurred during the course of planned reseandhiravestigation aimed at
discovery of new knowledge which will be useful feveloping new products or production processesigaificantly enhancing existir
products or production processes, and the impleatientof such through design and testing of proditernatives or construction of
prototypes. All expenses incurred in connectiorhwhie Company’s research and development actiatiesharged to current income.

Pension and retirement costs

Defined benefit pension costs are recorded basedtorrial calculations. Provisions for pensiontgase accrued based on actuarially
determined amounts which include service costréste amortization of unrecognized net transitibligation and expected return on
pension assets. Unrecognized net transition olbigas amortized over 15 years.

Retirement benefit contributions are made to aiparscheme and/or retirement funds, the assethimivare managed by independent
investment firms and/or government agencies. Couions are made based on a percentage of the peeglcsalaries and bonus, if
applicable, and are charged to the statement ahtipes as incurred.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Income tax

The Company has adopted the inter-period incomealtagation method. Deferred income tax assetsearegnized for the tax effects of
deductible temporary differences, unused tax cseditd operating loss carryforwards and thosexatia temporary differences are
recognized as deferred income tax liabilities. Auaion allowance is provided for deferred tax &s#eat are not certain to be realized. A
deferred tax asset or liability is classified asrent or non-current based on the classificatiothefrelated asset or liability. However, if a
deferred asset or liability cannot be related tasset or liability in the financial statementritit is classified as current or non-current
based on the expected reversal dates of the tenypdiference.

Any tax credit arising from the purchase of machinequipment and technology, research and devedapexpenditures, personnel
training, or investments in important technologydd enterprise is recognized as incurred.

Adjustments of prior years’ tax liabilities are &didto or deducted from the current year’s tax [ziow.

Income taxes (10%) on unappropriated earnings geettby ChipMOS Taiwan and ThaiLin are recordedrasxpense in the year when
the stockholders have effectively resolved thahiegs shall be retained.

Advertising costs
Advertising costs included in sales and marketixgeases are expensed when incurred.

Foreigncurrency transactions

Foreign-currency transactions, except for derivafimancial instruments, are recorded in New Taidaltars at the rates of exchange in
effect when the transactions occur. Gains or lossmgting from the application of different foraigxchange rates when cash in foreign
currency is converted into New Taiwan dollars, dvew foreign-currency receivables or payables dtkedeare credited or charged to
income in the year of conversion or settlementti@nbalance sheet dates, the balances of foreigarmy assets and liabilities are
restated at the prevailing exchange rates andethéting differences are charged to current inceruept those foreign currencies-
denominated investments in shares of stock where differences are accounted for as translationstitients under equity. ROC SFAS
No. 14, “Accounting for Foreign-Currency Transansg applies to foreign operations, with the locatrency of each foreign subsidiary
as its functional currency. The financial statera@ftforeign subsidiaries are translated into NeiwBn dollars at the following
exchange rates: assets and liabilities - curreat egjuity - historical rates; income and expensesighted average rate during the year.
The resulting translation adjustment is recorded ssparate component of equity.

Earnings (Loss) per share

Earnings (loss) per share is calculated by dividiagincome (loss) by the weighted average numbghares outstanding in each period,
adjusted retroactively for reverse stock splitcktdividends and stock bonuses issued subsequéililyed earnings per share reflects
potential dilution of securities by including oth@stential common stock equivalents, including ktoptions and warrants, and
convertible securities in the weighted average remalb common shares outstanding for the year]tige.

The following table reconciles the denominatoratcualate basic and diluted earnings (loss) pereshar

December 31,

2008 2009 2010
(in thousands)

Basic number of shart 20,97 19,78« 23,971

Add: stock option: — — 28¢

convertible note — 2,47( 2,547

Diluted number of share 20,97 22,25¢ 26,80¢
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2.  SIGNIFICANT ACCOUNTING POLICIES (continuec
The following table reconciles the numerator tcculdte basic and diluted earnings per share:

Year ended December 31

2008 2009 2010
NT$ NT$ NTS$ US$
(in thousands)
Net income (loss) attributable to ChipM( (7,270,24)) (4,418,68) 1,644,73. 56,44
Add: interest expense and other income/expenséof itex) — (703,046 161,38: 5,563¢
Income (loss) attributable to ChipMOS adjustedtfar effects of assumed
exercise of options and conversion of nc (7,270,24) (5,221,72) 1,806,11. 61,98(

Stockbased compensation

Effective January 1, 2008, the Company adopted SNAS39 “Share-based Payment”. Prior to adoptioBeAS No. 39, employee
stock-based compensation has been accounted fer thrintrinsic value based method. After the éidopof SFAS No. 39, employee
stock-based compensation has been measured airthialfie of the options at grant date using afooptaluation model. The total stock-
based compensation expense resulting from stoétrepis included in the consolidated statementpafrations.

Share appreciation rights have been accountedsfog the fair value method. Cash-settled stockegation rights have been recognized
as a liability.

Bonuses to employees, directors and supervisors

Effective January 1, 2008, the Company adoptedprggation No. 2007-052 issued by the Accountingdaech and Development
Foundation (No. 2007-052). Prior to adoption of B807-052, bonuses to employees, directors and\gapes were recorded as an
appropriation of retained earnings when they are pat. After the adoption of No. 2007-052, bonusesmployees, directors and
supervisors were accrued and recorded in the ddased statements of operations according to thagamy’s Articles of Incorporation.

Convertible notes

Convertible notes issued before January 1, 2006 wecounted for in accordance with SFAS No. 21 %Arting for Convertible Bonds”
and thus, the related interest premium payableaamattization of discount or premium should be retioed.

Convertible notes issued after January 1, 20068 g@liinto liability and equity components. If aroeertible debt instrument has an
embedded call or put option feature, the assessofi@vitether the call or put option is closely rethto the host debt contract is made in
accordance with SFAS No. 34 “Financial InstrumeRiscognition and Measurement”. If the derivativeedded in the convertible
notes are not closely related to the host debtraohtthe put and call option features are camitefdir value with gains and losses in
earnings.

When holders of convertible notes exercise thaiveosion right, the book value of the note is desito common stock at an amount
equal to the par value of the common stock anexeess is credited to capital surplus. No gaiss is recognized upon conversion of
notes.

Treasury stock

The Company'’s stock held by its subsidiaries iated as treasury stock. Treasury stock is statedsatand shown as a deduction in
equity. When the Company retires treasury stoakibasury stock account is reduced and the constock as well as the capital surg
— additional paid-in capital are reversed on arpta basis. When the book value of the treasugkst®&ceeds the sum of the par value
and additional paid-in capital, the differenceliguiged to capital surplus — treasury stock transasnd to retained earnings for any
remaining amount.
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3. TRANSLATION INTO U.S. DOLLAR AMOUNTS

The Company maintains its accounts and expressesrisolidated financial statements in New Taiwalfads. For convenience purpos
U.S. dollar amounts presented in the accompanyingaidated financial statements have been tratsfabm New Taiwan dollars to
U.S. dollars at the noon buying rate in the Cit\Nefv York for cable transfers as certified for acumss purposes by the Federal Reserve
Bank of New York as of December 30, 2010, which Wa$29.14 to US$1.00. These convenience transksbould not be construed
representations that the New Taiwan dollar amolbate been, or could in the future be, convertea ihS. dollars at this or any other
rate of exchange.

4. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND DSS

December 31
2009 2010
NT$ NT$ USs$
(in thousands)
Stock 119,02° 2,99¢ 102

5.  ALLOWANCE FOR DOUBTFUL RECEIVABLES AND SALES RETURMLLOWANCES
The changes in the allowances are summarized lasviol

Year Ended December 31

2008 2009 2010
NT$ NT$ NT$ US$
(in thousands)

Balance, beginning of ye 260,59¢ 2,433,01. 2,936,93! 100,78
Additions 2,292,22! 1,064,77. 73,88: 2,53t
Reversa (119,819 (560,859 (2,718,18) (93,280)
Write off — — (30,53)) (1,04%)
Balance, end of ye: 2,433,01. 2,936,93! 262,09¢ 8,99«

The allowance/reversal of allowance for doubtfaeigables was recorded in sales and marketing egsesnd other non-operating
income, respectively. The allowance/reversal afvadince for sales return was recorded in sales alig@nd returns in net revenue.
Included in the reversal of allowance for doubtideivables were recovery of doubtful receivabtemfSpansion of NT$2,282,085
thousand (NT$2,186,365 thousand was recovered thersale of receivable to Citigroup) and ProMOShHhedogies Inc. (ProMOS) of
NT$432,999 thousand, respectively.
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6.

INVENTORIES- NET

Finished good
Work in progres:
Raw material

Less- allowance for losse

December 31

The changes in the inventory valuation allowancessammarized as follows:

Balance, beginning of ye
Additions
Reversals

Balance, end of ye:

LONG-TERM INVESTMENTS

Equity method

Ultima Technology Corp. (Ultima Technolog
Cost method

Best Home Corp. Ltd. (Best Hom

DigiMedia Technologies Co., Ltd. (DigiMedia

Cayman)

Validity Sensors Inc

Tashee Golf & Country Clu
Less: Accumulated impairme

Investments with no active mark
Bonds
Less: current portio

2009 2010
NT$ NT$ uss$
(in thousands)
120,28( 98,521 3,381
273,91. 234,47¢ 8,04,
667,93t 1,011,53! 34,71
1,062,122 1,344,53 46,14
(200,069 (64,73)  (2,227)
862,06 1,279,80.  43,91¢
Year Ended December 31,
2008 2009 2010
NT$ NT$ NTS$ US$
(in thousands)
63,77 102,14: 200,06 6,86¢
41,704 100,15( 3,107 107
(3,33) (2,226 (138,43) (4,75))
102,14. 200,06 64,73¢ 2,22
December 31,
2009 2010
Carrying % of Carrying % of
Value Ownership Value Ownership
NT$ NTS$ USs$
(in thousands, except percentage interests)
— 30 — — —
— 19 — — —
198,66¢ 11 198,66¢ 6,81¢ 11
19,95¢ — 19,95¢ 68t —
10 — 10 — —
198,66¢) (208,09 (7,141
19,96¢ 10,531 362
300,00( — —
100,000 — —
219,96¢ 10,53 362

The net income of Ultima Technology for the yearded December 31, 2008, 2009 and 2010 was not atEmbtor by the Company as

the investment was fully impaired since 2006.

The summarized financial information for Ultima Teology is not presented as no financial infornmatgavailable.
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7.

LONG-TERM INVESTMENTS (continued
The investment in Ultima Technology and Best Honegendisposed of in November 2010 and the proceeds NT$621 thousand and
NT$10,363 thousand, respectively.

During 2008, impairment losses of NT$21,517 thodsamd NT$198,666 thousand were recognized in régpéavestment in Sun Fund
Securities Ltd. (Sun Fund) and DigiMedia Cayman.

During 2010, impairment loss of NT$9,429 thousar wecognized in respect of the investment in \gli8lensors Inc.

Since Sun Fund commenced the liquidation, the pad&ef NT$105,000 thousand and NT$13,162 thousamd weceived in September
2009 and November 2010, respectively. As of Decer@he2010, Sun Fund has completed the liquidation.

The bonds were transferred from ProMOS to offsetréteivables from ProMOS. They are recoverableuninstallments of
NT$100,000 thousand each on June 28 of each yeardime 28, 2012. The bonds carry interest atfGhiBank's one year fixed depo
rate plus 1.375%. NT$201,000 thousand of the berets pledged for short-term loans of ChipMOS Taiwdfi$100,000 thousand was
recovered on June 28, 2009. The remaining NT$3008@usand was early redeemed on March 17, 2010.

PROPERTY, PLANT AND EQUIPMEN™- NET
Accumulated depreciation consists of the following:

December 31
2009 2010
NT$ NTS$ US$
(in thousands)
Buildings and auxiliary equipme 3,090,72. 2,756,57! 94,597
Machinery and equipmel 31,448,87 26,603,78 912,96«
Furniture and fixture 906,32: 881,18 30,24(
Transportation equipme 28,81¢ 25,69¢ 882
Tools 2,635,67. 2,452,10. 84,14¢
Leased equipmel 52,16¢ 621,24« 21,31¢
Leasehold improvemen 1,347 1,52 53

38,163,92 33,342,10.  1,144,20.

As of December 31, 2010, certain of the above Indlsland machinery were mortgaged as collaterdbfay-term loans and capital lease
payable (Notes 14, 15 and 20).

INTANGIBLE ASSETS- NET

December 31,

2009 2010

NT$ NT$ us$
(in thousands)

Land use right:

Cost 118,89: 111,62: 3,831
Accumulated amortizatio (16,077) (17,356 (59€)
Carrying value 102,82: 94,26¢ 3,23t

The amortization charge for 2010 amounted to NT$2 tBousand (2009: NT$2,491 thousand, 2008: NTd2tBSusand). The weighted
average amortization period is 50 years (2009:€#0's). The estimated aggregate amortization cHardbe five years ending
December 31, 2011, 2012, 2013, 2014 and 2015 amtmiajpproximately NT$2,400 thousand each year |3 use rights were
pledged as collateral for a credit facility (Not@) 2

F-21



Table of Contents

10. BANK LOANS

December 31

2009 2010
NTS$ NT$ us$
(in thousands)
Unsecured loan:
Loans for import of machinen
JPY37,710 thousand, repayable by March 2010, annigaést at 1.42812¢ 13,06¢ — —
JPY4,190 thousand, repayable by April 2010, anmiafest at 1.41015¢ 1,452 — —
US$1,458 thousand, repayable by February 2011 zhimmterest at 1.47992% -

1.55391% — 42,457  1,45¢
JPY16,200 thousand, repayable by April 2011, anmietest at 0% — 5,80: 19¢
US$1,350 thousand, repayable by May 2011, anntedest at 0¥ — 39,32¢ 1,35(
JPY117,000 thousand, repayable by May 2011, anntgakst at 0% — 41,90¢ 1,43¢
US$2,968 thousand, repayable by June 2011, anmeabst at 2.13531¢- 2.14588% — 86,45¢  2,96¢

Loans for import
US$38 thousand, repayable by June 2010, annuabgttat 2.3769 1,20(C — —
JPY183,907 thousand, repayable by January 2010ahimterest at 1.4408- 1.446% 63,724 — —
JPY183,719 thousand, repayable by March 2010, dmnmeaest at 1.1117% 1.426% 63,65¢ — —
JPY104,381 thousand, repayable by May 2010, anntgkst at 1.39852¢- 1.661% 36,16¢ — —
US$27 thousand, repayable by January 2011, anmeaést at 2.376¢ — 787 27
JPY181,115 thousand, repayable by January 201 Lahimierest at 1.2611" — 64,878  2,22¢
JPY114,262 thousand, repayable by February 20 hlighinterest at 1.247357 — 40,92¢  1,40¢

Loans for working capita
NT$227,050 thousand, repayable by January 201Qehimterest at 3.62¢- 3.77% 227,05( — —
NT$142,500 thousand, repayable by February 20If)arninterest at 2.362' 142,50( — —
NT$323,000 thousand, repayable by March 2010, dnniggest at 2.3629 323,00( — —
NT$114,000 thousand, repayable by June 2010, anmeabst at 2.362%- 3.3% 114,00( — —
NT$85,500 thousand, repayable by October 2010, arinterest at 2.29 85,50( — —
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10. BANK LOANS (continued)

December 31

2009 2010
NTS$ NTS$ Us$
(in thousands)

NT$190,000 thousand, repayable by December 20Hahinterest at 2.88¢ 190,00 — —
NT$332,340 thousand, repayable by January 201 Lizdimterest at 2.989¢ 3.74% — 332,34(  11,40¢
NT$368,800 thousand, repayable by February 20Idyannterest at 2.462"- 2.498% — 368,80( 12,65¢
NT$13,680 thousand, repayable by June 2011, ammeaest at 3.39 — 13,68( 46¢
NT$85,500 thousand, repayable by October 2011, arnnterest at 2.525¢ — 85,50( 2,93¢

Secured loans

Loans for import

NT$95,000 thousand, repayable by August 2010, dniniggest at 2.69 95,00( — —
NT$95,000 thousand, repayable by February 201 lyarinterest at 3.125¢ — 95,00  3,26(
Loans for working capita
NT$190,000 thousand, repayable by January 201@Qzhimterest at 3.75% 4.0% 190,00 — —
NT$294,500 thousand, repayable by February 20Ifyadrninterest at 3.48¢ 294,50( — —
NT$47,500 thousand, repayable by May 2010, anmii@test at 2.69 47,50( — —
NT$475,000 thousand, repayable by December 20Hyghimterest at 2.3256' 475,00( — —
NT$212,040 thousand, repayable by December 20hlizhimterest at 2.488 — 212,04( 7,271
NT$4,747 thousand, repayable by April 2011, anmiatest at 3.1259 — 4,743 163
NT$60,000 thousand, repayable by January 2011 ghmterest at 1.80%- 1.90% — 60,00  2,05¢

2,363,31! 1,494,65. 51,29:

Unused credit lines of short-term bank loans, d3exfember 31, 2010, totaled approximately NT$9(BBéusand, which will expire
from January 2011 to December 2011.

The weighted average interest rate for bank loaas 2v8424% per annum in 2010 (2009: 2.8% per annum)
Certain short-term loans were secured by time depasd investments with no active market (Notesd 20).

F-23



Table of Contents

11. OTHER PAYABLES-THIRD PARTIES

December 31
2009 2010
NT$ NT$ uss$
(in thousands)
Miscellaneous factory expens 384,48 243,15: 8,34¢
Others 311,63¢ 653,55: 22,42¢
696,12: 896, 70¢ 30,77
12. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIE
December 31,
2009 2010
NT$ NT$ us$
(in thousands)
Accrued bonu: 281,21 345,10¢ 11,84:
Others 244,49¢ 645,79: 22,16
525,71( 990,89¢ 34,00

13. CONVERTIBLE NOTES AND DERIVATIVE LIABILITIES

December 31

2009 2010
NTS$ NTS$ us$
(in thousands)
Convertible note 554,53° 174,13t 5,97¢
Less: current portio — (65,839 (2,259
Non-current portior 554,53 108,30 3,71
Derivative liabilities- nor-current 129,96’ 96,78¢ 3,321

Convertible notes due 2009 (CN due 2009

On November 3, 2004, ChipMOS Bermuda issued US$85ousand (NT$2,476,900 thousand) CN due 2008.Cth due 2009 bore
interest at 1.75% per annum. The noteholders naigiert any outstanding notes into common shar@€hg@MOS Bermuda, initially at
the conversion price of US$7.85, at any time dutirgperiod from the 4% day after the latest oagissuance date of the notes to the
close of business on the fifth business day bdafestated maturity date, subject to prior repusehar redemption. The conversion price
was subject to certain adjustments. On Novemb2035, the conversion price was adjusted to US$8e2&hare from the initial
conversion price of US$7.85 per share, pursuatitedderms of the CN due 2009. The market pricdef@ompany’s stock on

November 3, 2005 was US$6.00. There was no fixecbdint to the common shares’ market price in i@tatid conversion. On
December 20, 2004, ChipMOS Bermuda repurchased @B$®usand (NT$20,369 thousand) of the CN due 280 onversion had
taken place during 2005, 2007 and 2008.

On October 18, 2006, noteholders of CN due 2009@ted US$7,000 thousand (NT$203,980 thousandjgnegate principal amount
into 1,114,649 common shares of ChipMOS Bermudayant to ChipMOS Bermudainduced conversion offer, dated October 17, Z
Pursuant to the induced conversion offer, ChipM@®nBuda paid approximately US$490 thousand (NT$B4tRGusand) to the
converting noteholders.

The noteholders of CN due 2009 had an option tse@hipMOS Bermuda to repurchase for cash allpmréion of the notes on
November 3, 2006 at a repurchase price equal téoldfGhe principal amount of the notes plus any@ed and unpaid interest to, but
excluding, the date of repurchase (put option) N@member 3, 2006, ChipMOS Bermuda repurchased 38$&housand (NT$183,582
thousand) CN due 2009 pursuant to the put optidter Aovember 3, 2006, noteholders may cause ChisNB&rmuda to repurchase the
CN due 2009 only upon the occurrence of certaid&nmental changes.

During 2008, ChipMOS Bermuda repurchased CN du® 208$2,000 thousand (NT$58,280 thousand), US$11lafisand
(NT$320,540 thousand), and US$2,000 thousand (N;28B&housand) on August 29, September 9, and Dim&e®) respectively.
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13.

CONVERTIBLE NOTES AND DERIVATIVE LIABILITIES (contnued)

On October 21, 2009, ChipMOS Bermuda entered intexa@hange transaction with a noteholder holdingniraggregate principal amo
of US$45,000 thousand of the CN due 2009 (see GN\20d4 below). The exchange transaction was aceddat as an extinguishment
of debt. A gain of NT$412,337 thousand was recomkedon-operating income in the statement of ojperstOn November 3, 2009,
ChipMOS Bermuda repaid the remaining outstandingddBl 2009 in aggregate principal amount of US$2t@6lisand (NT$58,309
thousand) plus accrued and unpaid interest at ihatarthe remaining noteholders.

The exercise price and the number of common sltaregerted of the CN due 2009 have not been adjdistdtie reverse stock split as it
matured on November 3, 2009.

Convertible notes due 2011 (CN due 2011

On September 29, 2006, ChipMOS Bermuda issued U820 thousand (NT$2,914,000 thousand) CN due 204 CN due 2011 be
interest at 3.375% per annum. The noteholders roayest any outstanding notes into common shar€hgfMOS Bermuda, initially at
the conversion price of US$27.40, at any time dytire period from the 451 day after the latest oagissuance date of the notes to the
close of business on the fifth business day bdfwestated maturity date, subject to prior repusel@ redemption. The conversion price
will be subject to certain adjustments. No conv@rdias taken place during 2006 to 2010. On Nove@®e?007, ChipMOS Bermuda
repurchased US$1,000 thousand (NT$29,140 thousdr@)l due 2011.

On May 23, 2008, ChipMOS Bermuda repurchased US3$ltfdousand (NT$41,233 thousand) of CN due 2011. On

June 2, June 13, June 17, and June 30 2008, Chipsé&@Buda repurchased US$5,000 thousand (NT$145tic0Band), US$8,660
thousand (NT$252,352 thousand), US$1,000 thouddm@iZ9,140 thousand), and US$2,000 thousand (NT888/2usand) of CN due
2011, respectively.

The noteholders of CN due 2011 have an optiontse&hipMOS Bermuda to repurchase for cash allpmréion of the notes on
September 29, 2008 at a repurchase price equéDih bf the principal amount of the notes plus azgrized and unpaid interest to, but
excluding, the date of repurchase (put option) SBptember 29, 2008, ChipMOS Bermuda repurchasee@afg principal US$78,665
thousand (NT$2,292,298 thousand) pursuant to theggion offer. After September 29, 2008, notehddeay cause ChipMOS Bermt
to repurchase the CN due 2011 only upon the ococeref certain fundamental changes.

At any time on or after September 29, 2008, the Gamyg may also at its option redeem the notes fein @aa price equal to 100% of the
principal amount of the notes plus accrued and ignipgerest, (a) in whole or in part, if the markeice of the Company’s common
shares has been at least 130% of the conversioa fori at least 20 trading days during any 30 coumtsee trading day period, or (b) in
whole only, if at least 90% of the initial aggregatincipal amount of the notes have been converggdirchased or redeemed (call
option).

Convertible notes due 2014 (CN due 2014

On October 21, 2009, ChipMOS Bermuda completedxahange transaction with a noteholder of CN due92fan aggregate principal
amount of US$45,000 thousand for US$15,300 thoufdm@445,842 thousand) in cash and US$15,750 tinolLi@4T$458,955
thousand) in new convertible notes of ChipMOS Batendue October 21, 2014. The CN due 2014 beaesttat 10% per annum (10%
CN due 2014). In connection with the exchange tatisn, the Company recorded a gain of NT$412,88dsand. The gain was
recorded in non-operating income in the statemeaperations in 2009.

The noteholder may convert any outstanding not®sdommon shares of ChipMOS Bermuda, initiallyheg tonversion price of US$6.
per share, at any time during the period from the day after the closing date to the close of bissirn the tenth business day prior to
the stated maturity date, subject to prior repuseha redemption (Conversion) The conversion psidiebe subject to certain adjustment.
In addition to the common shares issuable uponesion, an amount equal to the sum of any make-evéwwlount and any accrued and
unpaid interest relating to the portion of the sdteing converted is paid to the converting holifrke-whole amount is the amount of
interest that would have accrued with respect fiegble conversion date, change of control repasetdate or redemption date, as the
case may be, until the stated maturity, discoutdgatesent value using the published yield on traasotes of the U.S. Federal
Government having a comparable remaining tenoherdetermination date plus 50 basis points; prakidewever, the additional 50
basis points shall not be added if the applicalglastury note rate is greater than two percent (8%@ach case, the make-whole amount
shall be calculated by the Company. At any timerafte issuance date, if (i) the closing sale poiche common shares on an eligible
market exceeds two hundred percent (200%) of thearsion price then in effect for a period of 2@secutive trading days ending on
the fifth trading day immediately preceding the gamy conversion notice date, (ii) the average dadlging volume of the common
shares trading on an eligible market over such emygonversion measuring period equals or excerelpercent (1%) of the then
outstanding common shares and (iii) no equity ciorth failure has occurred and is continuing, tleen@any shall have the right to
convert some or all of the outstanding principabant of the Convertible Instruments as designateeldompany conversion notice on
the company conversion date. (Company conversion)
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13.

CONVERTIBLE NOTES AND DERIVATIVE LIABILITIES (contnued)

At any time prior to the maturity date, the Compamgy redeem all or part of the outstanding amauegsh. On the applicable
redemption date, the Company shall redeem theamdtistg principal amount specified in the redemptiotice by paying in cash to the
trustee as of the date of the redemption noticeraount equal to (a) the Principal amount beingeeds plus (b) the sum of any make-
whole amount and any accrued and unpaid interesiuft excluding the redemption date), if any, inheease relating to the outstanding
portion of the CN due 2014 being redeemed. If tbenGany redeems the CN due 2014 of a holder, thiehahay nevertheless exercise
its right to convert its CN due 2014 until the daxf business on the day that is five business waysediately preceding the redemption
date. (Redemption)

Interest on the CN due 2014 is payable at the Cagip@ption on each interest payment date (1) inleltn cash, (2) in whole in
common shares or (3) in a combination of cash anghoon shares; provided, however, that in the chffigeeqayment of common shares,
in whole or in part, there shall not have beenaguitg conditions failure.

On December 29, 2009, ChipMOS Bermuda issued U285tousand (NT$149,197 thousand) CN due 2014 wieeh interest at

8% per annum (8%CN due 2014). The terms of 8% CN2fid are the same as 10%CN due 2014 except thersion price, coupon
rate and the maturity date. The conversion pric86€N due 2014 is US$5.00 per share and the cotgteris 8%. The maturity date is
December 29, 2014.

During 2010, the noteholder of 10%CN due 2014 caedeall 10%CN due 2014 into 2,625 thousand comsiwares of the Company. In
connection with the make-whole clause, the Compgssyed 1,956 thousand common shares to the no&haddnterest payment of
US$6,872 thousand (NT$200,250 thousand).

During 2010, noteholders of 8% CN due 2014 conved882,000 thousand (NT$58,280 thousand) in aggequaicipal amount into
400 thousand common shares of our Company. In obionewith the make-whole clause, the Company idsl@ thousand common
shares to the noteholders as interest payment $7Q5thousand (NT$20,456 thousand).

Convertible notes due 2015 (CN due 2015

On March 8 and 16, 2010, ChipMOS Bermuda issuedl\88® thousand (NT$43,710 thousand) and US$3,0s#nd (NT$87,420
thousand) CN due 2015, respectively, which bearést at 8% per annum. The terms of CN due 2018harsame as CN due 2014
except the conversion price, coupon rate and ntatdaite. The conversion price of CN due 2015 is Bl@$er share and the coupon rate
is 8%. The maturity date is March 8, 2015 and Mar6éh2015, respectively.

In May 2010, noteholders of CN due 2015 convert&$8/000 thousand (NT$87,420 thousand) in aggremateipal amount into
600 thousand common shares of our Company. In abionevith the make-whole clause, the Company id248 thousand common
shares to the noteholders as interest payment $1/183 thousand (NT$33,016 thousand).

In accordance with ROC SFAS No. 34, the noteseerded as liabilities using the effective interasthod. The Company bifurcated
the Conversion and Company conversion features then€N due 2014 and 2015 and recorded the embelintactives as derivative
liabilities at fair value. The fair value of therdative liabilities was determined using the BinahLattice model. The Redemption
feature is clearly and closely related to the natethe redemption payoff by the Company is the giis unpaid and accrued interest and
make-whole amount.
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14. LONG-TERM LOANS

December 31

2009 2010

NT$ NT$ uss$
(in thousands)

Syndicated bank loans within guarantee provide€bipMOS Taiwan, repayab
annually from August 2009 to August 2011, integgdtoating rate (1.26219% ant

1.28438% as of December 31, 2009 and 2010, respot 2,144,92! 642,31 22,04
Syndicated bank loans collateralized by equipnrepayable quarterly from June 2C
to December 2010, interest at floating rate (1.0@8%f December 31, 200 107,82¢ — —

Syndicated bank loans collateralized by equipmepiayable ser-annually from

November 2006 to May 2012, interest at floating (@ 85% and 2.97% as of

December 31, 2009 and 2010, respectiv 356,25( 317,28 10,88¢
Syndicated bank loans collateralized by buildimgpayable in September 20:

interest at floating rate (2.355% and 2.475% d3exdfember 31, 2009 and 2010,

respectively’ 475,00( 450,00( 15,44
Syndicated bank loans repayable quarterly from M&@09 to September 201

interest at floating rate (2.505% and 2.625% d3exdfember 31, 2009 and 2010,

respectively’ 356,25( 337,50( 11,58:
Bank loans, repayable quarterly from February 2@08ovember 2011, interest

fixed rate of 4.69Y 118,75( 112,50( 3,861
Bank loans collateralized by equipment, repayabkrigrly from March 2006 t

December 2010, interest at floating rate (1.28%fd3ecember 31, 200¢ 88,00( — —

Syndicated bank loans collateralized by equipnrepiayable seménnually from April

2008 to April 2013, interest at floating rate (2.2%d 2.2% as of December 31, 2

and 2010, respectivel 4,071,42! 3,814,191 130,89:
Syndicated bank loans collateralized by equipmepyable semi-annually from Ju

2010 to December 2013, interest at floating rai2%®2and 2.2% as of December :

2009 and 2010, respective 2,100,00! 1,995,001 68,46:
Bank loans collateralized by equipment, repayabkeigrly from September 2008

June 2013, interest at floating rate (3.41% an8%.4as of December 31, 2009 and

2010, respectively 237,50( 225,00( 7,721
Bank loans repayable quarterly from December 260Beptember 2013, interest
floating rate (2.2% and 2.2% as of December 31920 2010, respectivel 261,25( 247,50( 8,49:
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14. LONG-TERM LOANS (continued

December 31,

2009 2010

NT$ NT$ Uss$
(in thousands)

Bank loans collateralized by equipment, repayabkeigrly from December 2007

December 2011, interest at floating rate (2.2% 2886 as of December 31, 2C

and 2010, respectivel 168,62! 159,75( 5,48z
Bank loans collateralized by buildings, repayalemi-annually from June 2009

December 2015, interest at floating rate (2.2% 2886 as of December 31, 2C

and 2010, respectivel 760,00( 720,00( 24,70¢
Bank loans collateralized by equipment, repayabkerigrly from September 2009

March 2012, interest at floating rate (2.2% and2&s of December 31, 2009

and 2010, respectivel 285,00( 263,39! 9,03¢
Bank loans, repayable quarterly from March 201Dégember 2014, interest
floating rate (2.2% and 2.2% as of December 31920@ 2010, respectivel 100,00( 95,00( 3,26(

Bank loans collateralized by buildings, repayalemi-annually from January 20

to July 2012, interest at floating rate (2.2% arPRas of December 31, 2009

and 2010, respectivel 300,00( 285,00( 9,78(
Bank loans collateralized by equipment, repayabkrigrly from May 2007 t

February 2012, interest at floating rate (2.01624112% and 2.182% - 2.311%

as of December 31, 2009 and 2010, respecti 862,45( 479,13¢ 16,44:
Bank loans repayable quarterly from April 2011 anuJary 2015, interest at floatil
rate (1.86% as of December 31, 20 — 200,00( 6,864
Bank loans repayable quarterly from March 2011 éz@nber 2012, interest
floating rate ( 3.75% as December 31, 2C — 68,40( 2,34
Bank loans repayable quarterly from March 2011 ézc@&nber 2012, interest at fi»
rate (4.00% as December 31, 20 — 32,98: 1,132
Bank loans, repayable quarterly from March 201Dégember 2012, interest at
floating rate (2.458% as December 31, 2( — 68,40( 2,34
Bank loans, repayable quarterly from March 201Dégember 2012, interest
floating rate ( 2.3256% as December 31, 2( — 39,00( 1,33¢
Bank loans, repayable quarterly from March 201Déaember 2012, interest at
floating rate (1.214% as December 31, 2( — 13,51( 464
12,793,25 10,565,87 362,59(
Less- current portior (1,553,94) (4,925,73) (169,03)
11,239,31 5,640,13: 193,55!

Unused credit lines of long-term bank loans as e¢@nber 31, 2010 totaled approximately NT$500,800sand.

Under syndicated bank loans facility agreementip@®S Bermuda, ChipMOS Taiwan and ThaiLin are reegiito maintain certain
financial ratios. ThaiLin was waived from complianaf the times interest earned ratio requiremen2@®9, and ChipMOS Taiwan was
waived from compliance of the financial ratio reguents for 2009 and 2010. ThaiLin was in compkawith the financial ratio
requirements as of December 31, 2010.
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14. LONG-TERM LOANS (continued

Pursuant to a bank creditors meeting and the apprmtice from Standard Chartered Bank on Febr8a@010, ChipMOS Bermuda, as
borrower, and ChipMOS Taiwan, as guarantor were@ghfrom compliance of the financial ratio requiestts as of December 31, 2008
and December 31, 2009

As of December 31, 2010, certain land and buildengsg machinery were mortgaged as collateral fotahg-term loans (Note 20).

On January 14, 2009, a meeting was arranged byMID& Taiwan with all the banks that have loans @u2009 to 2013 for an extensi
of repayments and amendments on other terms amtitioms on these loans (“amendments”). A bank ¢oedi meeting hosted by Bank
of Taiwan, the largest bank creditor, was held ehrkary 13, 2009 to discuss ChipMOS Taiwan'’s regfisesan extension of loan
repayment and amendments. At the meeting, it wadved that the extension of loan repayment anchdments be approved and
applicable to all bank creditors with loans du@99 to 2013 once the bank creditors with loansid@®09 to 2013 whose loans
aggregated over 50% of the total bank loans d@8@® to 2013 agreed. On April 6, 2009, Bank of Taivissued a letter to ChipMOS
Taiwan informing ChipMOS Taiwan that the bank ctexi whose loan amounts aggregated over 50% dbthkbank loans due in 2009
to 2013 formally agreed to the extension of lograggnent and amendments.

In April 2009, ChipMOS Bermuda applied to Stand@tthrtered Bank for the waiver of financial covesasftborrower and guarantor. In
February 2010, Standard Chartered Bank issuedigertotChipMOS Bermuda informing ChipMOS Bermudattmajority lenders
approval had been obtained to the waiver request.

On March 4, 2010, a meeting was arranged by Chipdé&$nhuda with Standard Chartered Bank as lead barfkbe syndicated loan of
US$74,500 thousand (NT$2,170,930 thousand). Thep@awis application for early repayment of the cansling loan in four
installments was approved in April 2010 without @y The last installment was repaid in January/120

On November 18, 2010 a meeting was hosted by Biiikiavan, the largest bank creditor, to discussp®DS Taiwan'’s request for an
extension of repayment for short-term loans of N#$Z,571 thousand (US$50,363 thousand). Over 508tedbanks agreed by
December 27, 2010 and the repayment of short-teamsl were extended to December 31, 2012 but wahteply repayment starting
from March 31, 2011. The key extended repaymentigeand conditions include: agreement by ChipMOSva&aito repay 20% of the
outstanding shorterm loans on December 31, 2010 and to repay taadmin eight installments by setting aside NT860,thousand p
month with Bank of Taiwan from January 2011 tilld@enber 2012.

In the same meeting, ChipMOS Taiwan also agresgtaside NT$300,000 thousand per month for 20T$2X0,000 thousand per
month for 2012 and NT$150,000 thousand per momnt2@a3 with Bank of Taiwan for the long-term loapayment.

Future minimum principal payments under the lormgatéoans as of December 31, 2010 are as follows:

Amount
NT$ Uss$
(in thousands)
2011 4,925,73! 169,03°
2012 3,358,44. 115,25
2013 1,874,18! 64,31
2014 235,00( 8,06/
2015 172,50( 5,92(

10,565,87 362,59(
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15.

16.

CAPITAL LEASES PAYABLE

December 31
2009 2010
NT$ NT$ us$
(in thousands)
Capital leases payak 2,275,00! 1,453,79: 49,89(
Less: current portio (821,219 (822,04) (28,210
Non-current portior 1,453,79. 631,74 21,68(

ChipMOS Taiwan originally leased some equipmenteniraperating leases. As part of the plan to rentedie financial difficulty,
ChipMOS Taiwan negotiated with the lessors and eded the leases of certain equipment into calgitedes in November 2009. The
capital leases mature from 2012 to 2013 and hayeobtioptions but they cannot be renewed, terméhateefunded. The leased
equipment and the corresponding capital leasedymgae recorded at the lower of the fair valu¢hefleased equipment and the present
value of the minimum lease payments of such asEbtscapital leases are repayable in quarterhalimgnts and carry interest at floating
rates of 3.9567% - 3.9609% and 4.0888% - 4.0973%6 Becember 31, 2009 and 2010, respectively.

As of December 31, 2010, the cost and accumulagpdediation of the leased equipment amounted to2N®,768 thousand and
NT$621,244 thousand, respectively. The depreciaimrge for the year amounted to NT$569,078 thalisan

Future minimum lease payments under the capitakkeas of December 31, 2010 are as follows:

Amount
NT$ US$
(in thousands)
2011 822,04 28,21(
2012 573,65¢ 19,68
2013 58,08t 1,99

1,453,79.  49,89(

Under the capital leases, ChipMOS Taiwan is reguioemaintain certain financial ratios, startingrfr 2010. As of December 31, 2010,
ChipMOS Taiwan was in compliance.

ChipMOS Taiwan obtained permission from the synmiddoan borrowers (see Note 14 above) and pledgedin land and buildings a
equipment to the above lessors (Note 20). ChipM@®/a@n also placed 104,695 thousand shares of Tiaihder the custody of Bank of
Taiwan.

PENSION PLAN

ChipMOS Taiwan and ThaiLin have established definedefit pension plans for all of their regular éoyees, which provide benefits
based on the length of service and the averagehtyosdlary for the six-month period immediately dref retirement.

ChipMOS Taiwan and ThaiLin make monthly contribungpequal to 2% of salaries and wages, to a pefisi@hthat is administered by a
pension fund monitoring committee and depositetthénCentral Trust of China in the Republic of China

Taiwan has a new pension scheme law effective JUd05. The new pension scheme is a defined bomitvph scheme. All new
employees who join or joined ChipMOS Taiwan andilimeon or after July 1, 2005 must participate lie thew scheme. Existing
employees can choose to stay with the old scherteejomn the new scheme. Under the new scheme, MBI Taiwan and ThailLin are
required to contribute 6% of the employees’ sataii¢o the employees’ own pension fund accountsageah by the government.

The employees of ChipMOS Shanghai are requireautticipate in a central pension scheme operatetidojocal municipal government.
Contributions are made based on a percentage ehtipdoyees’ salaries and bonuses, if applicable aae charged to the income
statement as incurred.

F-30



Table of Contents

16. PENSION PLAN (continued

Certain pension information is as follows:
a. Net pension cos

Year Ended December 31

2008 2009 2010
NT$ NT$ NT$ US$
(in thousands)
Service cos 1,58¢ 1,51¢ 1,32¢ 45
Interest cos 12,39t 11,34( 12,29: 422
Projected return on plan ass (7,86%) (6,857) (5,140 (17¢)
Amortization 53 53 53 2
Curtailment los: 6,66€ 7,362 8,14¢ 28C

12,83« 13,41¢ 16,67¢ 578

b.  Reconciliation of the fund status of the plan aodraed pension co

Year Ended December 31,
2008 2009 2010
NT$ NT$ NT$ Uss$
(in thousands)

Actuarial present value of benefit obligatic

Vested benefit obligatio 50¢€ 50€ 48€ 17
Nonvested benefit obligatic 236,48 245,27t 304,25: 10,44
Accumulated benefit obligatic 236,98t 245,78 304,73¢ 10,45¢
Additional benefits based on future sala 261,26¢ 300,60: 359,72¢ 12,344
Projected benefit obligatic 498,25! 546,38! 664,46 22,80:
Plan assets at fair vall (291,53)) (314,99) (343,82) (11,799
Projected benefit obligation in excess of Plan tas 206,72: 231,39 320,64« 11,00:
Unrecognized net transition obligati (504 (452) (399) (14)
Unrecognized prior service cc 4,617 4,411 4,20¢ 144
Unrecognized net ga (218,66) (251,47)) (347,61) (11,929
Prepaid pensio (7,829 (16,119 (23,160 (795

c.  Actuarial assumption

2008 2009 2010
Discount rate used in determining present va 2.38% 2.38% 1.88%
Future salary increase re 4.25% 4.25% 4.25%
Expected rate of return on plan as¢ 2.38% 1.88% 2.00%

d. Changes in pension fur

Year Ended December 31

2008 2009 2010
NT$ NT$ NT$ US$
(in thousands)
Company contribution 32,78( 21,70¢ 23,84¢ 81¢

Payment of benefit — — — Z

17. SHAREHOLDERY? EQUITY

Under ROC Company Law, capital surplus can onlydesl to offset deficits, except that capital susganerated from (1) donations
(donated capital) or (2) the excess of the issicemver the par value of capital stock (includgtgcks issued for new capital and
mergers, and the purchase of treasury stock) carabsferred to capital as stock dividends whedefiit remains and shareholders
approve such distribution.

ChipMOS Taiwan'’s Articles of Incorporation provitieat the following may be appropriated from thewmalated net income, after
deducting any previously accumulated deficit anth18gal reserve, subject to shareholders’ apprdaall0% as bonuses to employees,
(b) not more than 0.5% as remuneration to direa@assupervisors, (C) a special reserve, if deemeedssary, and (d) dividends to
shareholders.
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17. SHAREHOLDERY¢ EQUITY (continued.

ThaiLin’s Articles of Incorporation provide thatatollowing may be appropriated from the accumulatet income, after deducting any
previously accumulated deficit and 10% legal resesubject to shareholders’ approval: (a) not niioae 0.5% as remuneration to
directors and supervisors, (b) not less than 10#oasises to employees, and (c) dividends to shiatetsabut not less than 50% shoul
distributed as cash dividends to shareholders.

These appropriations and the disposition of theairing net income shall be resolved by the shaddmslin the following year and given
effect in the financial statements of that year.

The aforementioned appropriation for legal resaal be made until the reserve equals the aggrematvalue of ChipMOS Taiwan’s
and ThaiLin’s outstanding capital stock. The reseran only be used to offset a deficit, or wheb@kmnce has reached 50% of the
aggregate par value of the outstanding capitakstd€hipMOS Taiwan and ThaiLin, and up to 50% #odrcan be distributed as stock
dividends.

Stock Options

The Share Option plan provides that the directuffiers, employees and consultants of ChipMOS BRefanand its affiliates may be
granted options to purchase common shares of ChipRB&muda at specified exercise prices.

The following table summarizes information abowicktoptions outstanding at December 31, 2010.

Market Number Number Number Number Number
Market Price Exercisable Exercisable Exercisable Exercisable Exercisable
Year Exercise Number Price at Year on on on on on
of Grant Price Outstanding at Grant End or after or after or after or after or after
US$ US$ US$
2006 19.244 380,513 22.64 6.12 13,500 93,552 91,227 91,227 91,007
~ 22.88. ~ 26.9: August August ~  August~  August~  August ~
2006 Decembe Decembe Decembe Decembe
2007 2008 2009 2010
2007 14.552 342,492 17.12 6.12 13,500 82,839 82,839 82,824 80,490
~ 25.90¢ ~ 30.4¢ August January - January - January - January -
2007 Decembe Decembe Decembe Decembe
2008 2009 2010 2011

2008 0.748 802,147 0.88 6.12 17,500 198,944 199,181 194,401 192,121

~11.9 ~14.0( August ~ January - January - January - January -
Novembe Decembe Decembe Decembe Decembe

2008 2009 2010 2011 2012
2009 0.8528 430,32C 1.003z 6.12 25,097 92,124 104,367 104,366 104,366
~2.55 ~3.00 August ~  January - January - January - January -
Novembe Novembe Novembe Novembe Novembe

2009 2010 2011 2012 2013

2010  2.448 158,582  2.88 6.12 21,250 36,208 33,708 33,708 33,708

~5.474 ~6.44 August January - January - January - January -
2010 Septembe August August August
2011 2012 2013 2014
2,114,05¢

Commencing from January 1, 2008, the Company hpléealpSFAS No. 39 for stock options issued to erygés in accounting for its
stock option plans. Therefore, NT$371,095 thougai®i$12,735 thousand) of compensation expense lemsrbeognized with
NT$43,874 thousand (US$1,506 thousand) (2009: N;BR@0thousand) being accounted for through themsiant of operations. The
Company issued 160,660 (2009: 494,394) stock opiim2010 to its employees. In 2010, 212,049 (2009;,295) stock options were
forfeited, 353,800 (2009: 96,250) stock optionsevexpired and 19,246 (2009: nil) stock options vetercised, leaving 2,114,054
(2009: 2,538,489) stock options outstanding at Dexr 31, 2010.
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17. SHAREHOLDERY¢ EQUITY (continued.

Share Appreciation Rights

The share appreciation rights plan provides thatlihectors, officers and employees of ChipMOS Betanand its affiliates may be
granted cash-settled share appreciation rights.

The following table summarizes information abowrghappreciation rights outstanding at Decembe2310.

Market Number Number Number Number
Market Price Exercisable Exercisable Exercisable Exercisable
Year Exercise Number Price at Year on on on on
of Grant Price Outstanding at Grant End Or after or after or after or after
US$ US$ Uss$
2006 19.244 186,523 22.64 6.12 46,729 46,723 46,723 46,348
~ 22.88. ~ 26.9: August ~ August ~ August ~ August ~
Decembe Decembe Decembe Decembe
2007 2008 2009 2010
2007 14,552 72,375 17.12 6.12 18,375 18,375 18,375 17,250
~ 25.90¢ ~ 30.4¢ January - January - January - January -
Decembe Decembe Decembe Decembe
2008 2009 2010 2011
2008 0.748 99,619 0.88 6.12 25,284 25,281 24,527 24,527
~11.9 ~ 14.0( January - January - January - January -
Decembe Decembe Decembe Decembe
2009 2010 2011 2012
2009 0.884 251,742 1.04 6.12 53,973 65,923 65,923 65,923
~2.55 ~3.00 January - January - January - January -
August August August August
2010 2011 2012 2013
2010 2.448 17,248 2.88 6.12 4,312 4,312 4,312 4,312
~ 3.06 ~3.6 March ~ March ~ March ~ March ~
August August August August
2011 2012 2013 2014

627,507

During the year, 18,625 (2009:293,265) rights wgented, 89,300 (2009: 51,165) rights were forteaad 15,300 (2009: nil) rights we
exercised. As of December 31, 2010, there wereb8272009: 713,482) share appreciation rights antihg.

The Company recognized compensation expense of N&$2 thousand (US$954 thousand) (2009: NT$11 8@5sand) in respect of
share appreciation rights at fair value.

18. INCOME TAX EXPENSE

a. A reconciliation of income tax expen- current before tax credits and income tax expensaame (loss) before income tax
statutory rates is shown belo

Year Ended December 31

2008 2009 2010
NT$ NTS$ NT$ Us$
(in thousands)
Tax on pretax income (loss) at ( — — — —
Tax on pretax income (loss) at applicable statutatgs (1,117,42) (1,322,41) 538,99¢ 18,49°
Tax effect:
Losses carried forwal 227,73¢ 1,088,81! (61,64¢) (2,115
Tax exempt incom 134,17 — — —
Permanent difference 460,27 (105,08:) (183,42¢) (6,295

Temporary difference 647,47( 346,99! (256,75¢) (8,81))




Income tax expens- current before tax credi 352,22¢ 8,31¢ 37,17( 1,27¢

The ROC statutory tax rate for 2008, 2009 and 20a@ 25%, 25% and 17%, respectively.
The PRC statutory rate for 2008 onwards was 25%.
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18. INCOME TAX EXPENSE (BENEFIT) (continuec
b. Income tax expense consists

Year Ended December 31

2008 2009 2010
NT$ NTS$ NTS$ US$
(in thousands)
Income tax expens- current before tax credi 352,22¢ 8,31¢ 37,17( 1,27¢
Additional 10% on the unappropriated earni 166,31¢ — — —
Income tax credit (165,909 — (9,445 (329
Separate and foreign income — — — —
Income tax for the current ye 352,63 8,31¢ 27,72¢ 952
Net change in deferred income tax assets (liadsljtfor the
year

Tax credits (22,86) 4,08( 515,42: 17,68¢

Temporary difference (647,47() (310,269 289,61( 9,93¢

Losses (recognized) utilize (227,739 (1,088,81) 82,05: 2,81¢
Valuation allowance 867,94¢ 804,42( (1,124,761 (38,599
Deferred tax effect of change in tax r — 139,52¢ 80,93t 2,77
Adjustment of prior yea’ taxes (201,71) 22,07¢ 29,65¢ 1,01¢
Income tax expense (benel 120,79: (420,662) (99,36() (3,410

Since the Company is an exempted company incogbiatBermuda, a tax-free country, tax on pretawine is calculated at the
Bermuda statutory rate of 0% for each year.

ChipMOS Taiwan, under Science Park Regulationsniled to an exemption from ROC income taxesafperiod of four years on
income attributable to the expansion of its prosurctapacity as a result of purchases of new ecggiiprfunded by capital increas
Such tax exemption expired on December 31, 2008.

In accordance with the relevant tax rules and @guis in the PRC, ChipMOS Shanghai enjoys incarekemptions for the first
two profitable years and 50% reductions for théofeing three years. Tax losses can only be cafdedard for five years.

ChipMOS Shanghai is subject to PRC income tax &t 8mce January 1, 2009.
Deferred income tax assets and liabilities are sarrrad as follows

Net current deferred income tax ass
Unrealized foreign exchange los:
Tax credits

Loss of market price decline and obsolete and stawing

inventories
Unrealized loss on sale allowant
Allowance for doubtful receivable
Others

Less: Valuation allowance

Net nor-current deferred income tax (liabilities) ass
Losses carried forwair
Tax credits
Depreciation difference
Unrealized impairment loss on idle fixed as
Others

Less: Valuation allowance

The deferred income tax components are measureg@ctive applicable statutory rates as of Dece®be2009 and 2010 of 20

December 31

2009 2010
NT$ NT$ uss$
(in thousands)

3,20 25,24¢ 86€
552,78 285,89 9,811
36,96¢ 10,43( 35¢
22,791 31,93: 1,09¢
554,15: 11,01 37¢
7,40¢€ 4,76¢ 163
1,177,29! 369,28: 12,67
(820,989 (90,579 (3,10%)
356,31( 278,71 9,56¢
1,445,74. 1,178,33 40,43,
412,30¢ 163,77 5,62(
(368,86 (93,347 (3,209
8,381 13,11« 45C
294,47 236,30t 8,10¢
1,792,04 1,498,18 51,41°
(1,578,68) (1,080,25) (37,079
213,36¢ 417,93 14,34:

and 17%, respectively for ChipMOS Taiwan and Thaiaind 25% for ChipMOS Shanghai.
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18. INCOME TAX EXPENSE (BENEFIT) (continuec

d. The balance and year of expiry of unused investri@entredits and losses carried forward as of Déegr@1, 2010 are as follow

Machinery

Losses

R&D and carried

expenditures equipment forward

NT$ NT$ NT$
Year of expiry (in thousands)

2011 65,57 220,32( 85,37¢
2012 52,44¢ 38,59¢ 112,99
2013 31,47( 17,60¢ 129,84
2014 — 23,65! 94,18(
2015 — — 46,85¢
2018 — — 42,60:
After 2018 — — 666,47¢
149,48¢ 300,17¢ 1,178,33.

The deferred tax assets relate to investment &ditsron research and development expenditure arthgses of machinery and
equipment which will expire from 2011 to 2014. Un&OC tax regulations, tax credits can be utilimededuce current income tax
obligations only to the extent of 50% of such ineotax obligations except in the year when suclctesits will expire, in which
case, the entire amount of expiring tax credits mawtilized to reduce the current income tax @il@n. The foregoing limitation

on the utilization of tax credits, the expiry datéghe tax credits, the level of tax credits expddo be generated from future
operations and the level of non-taxable incomébattiable to the four-year income tax holiday onawty expansion led
management to conclude that it is unlikely thaséhmvestment tax credits will be fully realizedsises carried forward can be used
to deduct current income tax obligations up toektent of taxable income and will expire after yemrs if not fully utilized by the
Company. Accordingly, a valuation allowance on d&f@ tax assets is recognized as of December 8B, 26d 2010.

The tax losses of ChipMOS Shanghai will expirerdfitee years.

e.  According to ROC tax law, ChipMOS Taiwan’s arfthiLin’s unappropriated earnings generated in 1&88Bthereafter are subject
to a tax of 10% in the year when the shareholdzsslve that such earnings shall be retained. Tha@ez earnings as of
December 31, 2009 and 2010 consis!

December 31
2009 2010
NT$ NT$ US$

(in thousands)
Before 199¢ —

1998 and thereafts (2,815,52) 2,593,40: 88,99¢
(2,815,52) 2,593,40: 88,99¢

The income tax returns of ChipMOS Taiwan and Thathirough 2007 and 2008, respectively, have besesasd by the tax
authorities.

19. RELATED PARTY TRANSACTIONS
The Company engages in business transactions lvétfotlowing related parties:
a. MVI: A major shareholdel
b. DenMOS Technology Inc. (DenMOS): An investee of M
c. ProMOS: An investee of MV
d SPIL: A major shareholde
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19. RELATED PARTY TRANSACTIONS (continuec

The significant transactions with the aforementiparties, other than those disclosed in otherspetiee summarized as follows:

During the yea
Revenue

ProMOS
DenMOS
SPIL

Purchases of materic
ProMOS

Other expense
MVI
DenMOS
SPIL

Other revenui
ProMOS

Interest incom:
ProMOS

At the end of yea

Accounts receivabl
ProMOS
SPIL

Less: Allowances for doubtful receivab

Other receivable
ProMOS
Less: Allowances for doubtful receivab

Advance receipt
ProMOS

Other payable
MVI

Payables to contractors and equipment supg

SPIL

Year Ended December 31

2008 2009 2010
NTS$ NT$ NT$ Uss$
(in thousands)
3,114,14 667,80( 2,033,34. 69,77¢
8,77¢ 911 — —
— 195 — —
3,122,92! 668,90¢  2,033,34. 69,77¢
164,60¢ — — —
14¢€ 14¢& 14¢& 5
_ 1 _ _
— — 76€ 26
14§ 14¢ 914 31
= 26,80( 412 14
252 1,18: — —
December 31
2009 2010
NT$ NT$ uss$
(in thousands)
— 259,41¢ 8,90:
20E — —
— (1,437 (49)
20E 257,98: 8,85:
463,53¢ 66,37¢ 2,27¢
(463,53f) — —
— 66,37¢ 2,27¢
1,941 — —
26 13 1
— 490,00( 16,81°¢
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19. RELATED PARTY TRANSACTIONS (continuec

18%, 5% and 12% of the Compagay 008, 2009 and 2010 sales were made to ProMQSpiide was agreed upon quarterly, based ¢
then fair market price. The collection term for @S was originally 75 days after month end. On Noker 13, 2008, ChipMOS Taiw
and ProMOS revised the subcontracting contraceluiring ProMOS to provide wafers with a value 8%8of the subcontracting fee as
collateral. Effective March 2009, ChipMOS Taiwaargtd to request prepayments from ProMOS. In May02€he collection term was
revised to 30 days after delivery and it was furtleeised to 45 days after delivery in October 20hBeptember 2008, ThaiLin revised
the collection term for ProMOS from 75 days to Hafys after month end. In April 2009, ThaiLin stdrte request prepayments from
ProMOS. In June 2010, the collection term was ex/i® 30 days after delivery.

Other related parties have normal collection teofri80 days after month end. The selling price ésshme as for other customers.
The payment terms for purchases from related [zaatie the same as those from other suppliers.

In 2008, ProMOS used its machinery of NT$407,4@&utfand, and bonds of NT$250,000 thousand and NT$d0@housand, to settle
the payable to ChipMOS Taiwan.

In 2009, ProMOS used 1,015 thousand shares of GhpMermuda to settle the other receivables of NT&EDthousand and accounts
receivable of NT$24,851 thousand.

On December 29, 2009, a director of the Companghaged NT$29,140 thousand (US$1,000 thousand) 8el@Ne014 (Note 13).

As of December 31, 2009, other receivables fronM@8 amounted to NT$408,999 thousand and 100% afioevavas made by
ChipMOS Taiwan. NT$7,000 thousand was received pgil 010. Under the amended subcontracting conRPeaMOS paid ChipMOS
Taiwan NT$200,000 thousand in May 2010. The remgilNT$201,999 thousand will be paid in nine monihbtallments ending on
March 15, 2011. Nine post-dated checks were redeis of December 31, 2010, ChipMOS Taiwan receN&$335,999 thousand and
the related allowance of NT$408,999 thousand wearsed to other non operating income.

As of December 31, 2009, other receivables fronM@8 amounted to NT$54,537 thousand (US$1,872 thl)sand 100% allowance
was made by ThaiLin. In June 2010, ThaiLin agresdtdement with ProMOS in the amount of NT$24,@@fusand and it was collected
during the year. The allowance of NT$24,000 thodsaas reversed to other non-operating income.

In February 2010, ChipMOS Taiwan has entered int&guipment Purchase Agreement with SPIL to purelsfaiL’'s DRAM test and
LCD driver assembly and test operation lines withchase price of approximately NT$1,630,580 thod4a5$55,957 thousand). Under
the terms and conditions of the Equipment PurcBagseement, ChipMOS Taiwan will pay the purchase@in four installments to SP
with the final installment scheduled to be paidooiefore March 31, 2011. As of December 31, 28H®unpaid was NT$

490,000 thousand and it was paid in January 2011.

At the same time, ChipMOS Bermuda has also enfateda Share Purchase Agreement with SPIL to seBRIL its holding of

133,000 thousand common shares of ChipMOS Taiw#mawtonsideration of NT$1,630,580 thousand (US#b5thousand). Under the
terms and conditions of the Share Purchase Agree®PiL will pay the purchase price in four instaéints to the Company with the fii
installment scheduled to be paid on or about M&8&H011. As of December 31, 2010, SPIL has acd@8033 thousand common
shares of ChipMOS Taiwan. The transaction was ceteglin January 2011.

The Company consults its ROC counsel on certaatedlparty transactions and obtains legal opiniasgppropriate, to ensure that such
transactions do not violate relevant ROC laws agdilations.
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20. PLEDGED OR MORTGAGED ASSET

The Company provided certain assets as collatemailynfor short and long-term bank loans, capialdes and customs duty guarantee,
which were as follows:

December 31,

2009 2010
NT$ NT$ us$
(in thousands)
Restricted cash and cash equiva 243,84¢ 546,80° 18,76¢
Investments with no active mark 201,00( — —
Land 452,73t 452,73t 15,53
Buildings 5,447,92 6,270,15!  215,17:
Machinery and Equipmel 10,086,99 6,345,52; 217,76(
Leased equipmel 2,311,00: 1,636,11! 56,14
Land use righ — 94,26 3,23¢
18,743,50 15,345,60 526,61

21. SIGNIFICANT COMMITMENTS AND CONTINGENCIES

a. As of December 31, 2010, ChipMOS Taiwan leasedgls of land from the Hsinchu and Tainan Scidtexék under several
agreements expiring on various dates from 201086 2with renewal option:

The future minimum lease payments under the abosetioned leases as of December 31, 2010 are asvfoll

Year Amount
NT$ Us$
(in thousands)

2011 24,12¢ 82¢
2012 23,14: 794
2013 23,14 794
2014 23,14: 794
Thereaftel 122,72 4,21z
Total minimum lease paymer 216,27! 7,42z

b. As of December 31, 2010, ChipMOS USA leased itxeffinder an agreement expiring in 2015. The futtirdmum leas¢
payments as of December 31, 2010 are as fo

Year Amount

NT$ us$

(in thousands)
2011 2,93¢ 101
2012 3,03( 104
2013 2,94 101
2014 2,85¢ 98
2015 2,94( 101
Total minimum lease paymer 14,707 50&

c. As of December 31, 2010, ChipMOS Taiwan had capitaimitments in relation to purchase of plant armgimery in the amoul
of NT$816,900 thousand (US$28,034 thousa

d. As of December 31, 2010, ThaiLin had capital sotments in relation to purchase of plant and maetyi in the amount of
NT$10,419 thousand (US$358 thousal

e. As of December 31, 2010, ChipMOS Shanghai hptata&ommitments in relation to purchase of plamd machinery in the
amount of NT$50,427 thousand (US$1,731 thouse
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21. SIGNIFICANT COMMITMENTS AND CONTINGENCIES (continu®

f.

On April 1, 1999, Motorola, Inc. (“Motorola”) ahChipMOS Taiwan entered into an immunity agreenfir “Agreement”), that
each party covenanted not to sue each other fargbef certain Ball Grid Array (“BGA”) patents purant to the Agreement. In
December 2004, Motorola spun off its semicondudteision and thereby formed Freescale Semicondutitor (“Freescale”).
Subsequently, Freescale assumed Motorola’s riglithligations under the Agreement. On Octobe2066, Freescale
unilaterally terminated the Agreement, alleging@hOS Taiwan breach of the Agreement. Under the &gyent, ChipMOS
Taiwan agreed to pay running royalties for its nfaoturing of certain BGA packages covered by Mo(oow Freescale) patents
pursuant to the Agreement. As such, ChipMOS Taiargied Freescale’s unilateral termination of thee&gent has no legal
effect. ChipMOS Taiwan has continued to accrue ltgyayments for products it believes are covengthie Agreement. The
payments previously returned by Freescale and eddsy ChipMOS Taiwan have been deposited in a agpascrow account. On
July 13, 2009, Freescale alleged that ChipMOS Tiallraached the Agreement by failing to pay roysltia certain BGA packages
assembled by ChipMOS Taiwan. Freescale claimsstiet packages are covered by one or more Fregsatelets identified in the
Agreement while ChipMOS Taiwan contends that suatkpges are not covered by any of Freescale’s{gdtethe Agreement.
ChipMOS Taiwan filed an answer to deny all allegasi and also filed counterclaims against Freesdkdging Freescale for
engaging in patent misuse by seeking to obtainltiegson certain of ChipMOS Taiwan’s BGA produdtattwere not covered by
any Freescale patent included under the Agreeraadtfor declaratory judgement of patent non-infeimgnt and invalidity. In
response, on December 11, 2009, Freescale fileotiamto dismiss the declaratory judgment coungénes filed by ChipMOS
Taiwan and to stay all other patent related claamd issues until its breach of contract claims @¢d decided. That motion and the
initial case management conference were held oear2010 and the motions were deemed submitt&&lrAmary Judgment
granting in part and denying in part of motion oftbFreescale and ChipMOS Taiwan was given by aouduly 29, 2010. A trial
date is scheduled for September 19, 2011. The Coy's counsel has not formed any opinion as to theooutcof the case

On April 20, 1999, ChipMOS Taiwan entered into mg®nductor packaging technology license agreeméhtTesser:
Technologies, Inc. (Tessera). In February 2006pRIRIS Taiwan and ChipMOS USA received notice of gepiinfringement
lawsuit brought by Tessera, alleging infringemeirdeveral Tessera patents and breach of an exigtengse agreement with
ChipMOS Taiwan. The fact discovery has been stayadcordance with a Northern District of Califar@ourt order issued on
May 24, 2007. On April 21, 2008, Tessera requestatithe International Trade Commission (ITC) irtigege ChipMOS Bermuda,
ChipMOS Taiwan and ChipMOS USA (collectively refatrto as the Companies) on the basis of allegddtidos of Section 337
of the Tariff Act of 1930. In its request for intigmtion (“ITC-649 Investigation”), Tessera allegihat the Companies infringed
certain patents among which are three that wersubgect of the stayed litigation in the Northeristilct of California. Tessera al:
requested that the ITC issue an exclusion ordenjoin the importation of accused products intolimged States. On

September 30, 2008, Judge of Northern Districtalff@nia Court (“Judge”) granted a motion to exdehe hearing date from
March 16 to March 24, 2009 and target date fromusa@8 to November 2, 2009. On February 10, 20@9Judge ordered the
procedural schedule in the ITC-649 Investigatiorstaged until the ITC issues its Final Determinaiio the ITC-605 Investigation.
The target date of Initial Determination was alsteaded from December 7, 2009 to February 8, 20t0OMarch 13, 2009, after tl
close of discovery, Tessera submitted a requdstainate the ITC-649 Investigation. On July 17020the Judge issued an order
granting the request to terminate the ITC-649 Itigaton. No petitions for review were filed. ThEG had determined not to
review the Initial Determination and issued an otdeerminate the investigation on August 7, 2008 ITC’s Final Determinatio
for the ITC-605 Investigation issued in May 200%veppealed to the Federal Circuit. On Decembe2@10, the Federal Circuit
issued an opinion and affirmed ITC’s Final Deteration. This appeal is not yet final as it was jpatied to the Federal Circuit for a
rehearing. The stayed litigations may resume oned®C completes a companion investigation agaitietr companies in the ITC-
605 Investigation. The Compée’s counsel has not formed an opinion as to the ouaaf the case

22. POST BALANCE SHEET EVENTY

a.

On January 21, 2011, the Comp’s shareholders approved a -for-four reverse stock split of its common stock wHigitame
effective on January 21, 2011. As a result of thierse stock split, every four shares of the Camjsacommon stock that were
issued and outstanding as of January 21, 2011 avgoenatically combined into one issued and outstanshare with par value
change from US$0.01 to US$0.04 per share, andutmder of authorized but unissued shares of the @ogip common stock was
proportionally reduced. A proportionate adjustme&as also made to the Company’s outstanding stoti&repand convertible
notes. No fractional shares were issued in conmeegtith this reverse stock split, but rather shaléérs who were entitled to
fractional shares received cash in lieu of recgifmactional share:

On January 10, 2011, SPIL paid NT$490,000 thou$d®s$16,815 thousand) to ChipMOS Bermuda to purctiEseemaining
39,967 thousand common shares of ChipMOS TaiwaonW@pmpletion of the transaction, SPIL owned a %bidterest in
ChipMOS Taiwan
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23. DERIVATIVE FINANCIAL INSTRUMENTS

ChipMOS Taiwan has entered into forward exchangeraots and foreign currency options for the yesded December 31, 2008, 2009
and 2010 to hedge its exchange rate risk on foreigrency assets or liabilities and anticipatedgestions. No derivative financial
instrument was used during 2009 and 2010. Infoonatin the derivative transactions is as follows:

a. Forward exchange contrac
As of December 31, 2009 and 2010, there were nstanding forward contracts.
b.  Financial risk informatior

1) Credit risk. Credit risk is the risk that a céenparty will not meet its obligations under a fic&l instrument or customer
contract, leading to a financial loss. The Compiarmgxposed to credit risk from its operating adiga (primarily for trade
and other receivables). The Company performs oggmiedit evaluation of the debtors’ financial cdimi and maintains an
allowance for doubtful receivables based on histdriollection, writesff experience and individual examination of avialié
information regarding the customers. The banks witich the Company has entered into the above acistare reputable
and, therefore, the Company is not expected toxpesed to significant credit risk

2) Market risk and hedge strategy. The Comy's financial assets at fair value through profit fos$ are stated at marl
value, which is affected by the stock prices indpen stock market. The financial assets with nivaearket and held-to-
maturity financial assets held by the Company aaéniy fixed-interest-rate debt securities; therefdhe fluctuations in
market interest rates will result in changes in Yaiues of these debt securities. Subject to tiimohe global financial
market, the Company had evaluated its financidfunsents and the Company believed the exposuret&etrisk as of
December 31, 2010 was not significant. The Compsuexposed to market risks arising from changesiimency exchange
rates due to U.S. dollar denominated accountsvablks, Yen denominated accounts payable and UlBrdienominated
debt. In order to manage these exposures, the Gonguenetimes enters into forward contracts andaptontracts

3) Liquidity risk. Liquidity risk is the risk thahe Company will encounter difficulty in raisingnfds to meet commitments
associated with financial instruments. Liquiditgkimay result from an inability to sell a financélset quickly at close to its
fair value. Prudent liquidity risk management ingglimaintaining sufficient cash. The Company mositord maintains a
level of bank balances deemed adequate to finasopérations. The Company employs projected dashdnalysis to
manage liquidity risk by forecasting the amountash required and monitoring the working capitahef group to ensure
that all liabilities due and known funding requiremts could be met. In addition, there are unuseditlines for contingenc
purposes

4) Cash flow interest rate risk. Interest rate r&sthe risk that the fair value or future caswiéoof a financial instrument will
fluctuate because of changes in market interess r@the Company’s exposure to the risk of changesarket interest rates
relates primarily to the Company’s short and lozignt bank loans with floating interest rates. At Bmber 31, 2010, it is
estimated that a general increase or decrease @i li#terest rates, with all other variables heddstant, would increase the
Compan'’s cash outflow by NT$135,143 thousa
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23. DERIVATIVE FINANCIAL INSTRUMENTS (continued;

c. The estimated fair values of the Comg’s financial instruments are as follov

December 31,

2009 2010
Carrying Carrying
Value Fair Value Value Fair Value
NT$ NT$ NTS$ NT$ us$
(in thousands)

Assets
Cash and cash equivalel 3,884,82¢ 3,884,82 7,143,26!  7,143,26! 245,13t
Restricted cash and cash equival 243,84¢ 243,84¢ 546,80° 546,80° 18,76¢
Financial assets at fair value through profit aoes 119,02 119,02 2,99¢ 2,99¢ 103
Notes receivabl 27,93 27,93 13,98( 13,98( 48C
Accounts receivable

Related partie 20t 20t 257,98 257,98. 8,85:

Third parties 2,441,76!  2,441,76! 2,816,07. 2,816,07. 96,63¢
Other receivables

Related partie — — 66,37¢ 66,37¢ 2,27¢

Third parties 130,13: 130,13: 182,02¢ 182,02¢ 6,247
Long-term investment 19,96¢ 19,96¢ 10,53 10,531 362
Investments with no active mark 300,00( 300,00( — — —
Refundable deposi 33,791 33,791 20,29¢ 20,29¢ 697
Liabilities
Bank loans 2,363,31' 2,363,31 1,494,65. 1,494,65. 51,29
Accounts payable

Third parties 737,99 737,99 690,06( 690,06( 23,68
Other payables

Related partie 26 26 13 13 1

Third parties 696,12. 696,12: 896, 70¢ 896,70t  30,77:
Payables to contractors and equipment supg 201,17: 201,17: 790,59¢ 790,59¢ 27,13!
Capital leases payable (including current port 2,275,00! 2,275,00! 1,453,79: 1,453,79. 49,89
Convertible notes (including current portic 554,53 596,22 174,13¢ 194,67 6,681
Derivative liabilities 129,96° 129,96° 96,78¢ 96,78¢ 3,321
Long-term loans (including current portio 12,793,25 12,793,25 10,565,87 10,565,87 362,59(
Guarantee deposi 3,66¢ 3,66¢ 3,98¢ 3,98¢ 137

Fair values of financial instruments were deterrmiae follows:

1) Shor-term financial instrument- the carrying values approximate the fair valuestdus shor-term nature
2) Financial assets at fair value through profit aves— open market value

3) Long-term investment— market value for listed companies and net equityeséor the others

4) Investments with no active mark- amortized cost

5) Refundable deposits and guarantee dep- future values

6) Long-term liabilities — based on forecasted déshs discounted at current interest rates of lsimong-term liabilities. The fair
value of convertible notes in 2009 and 2010 ismetged by option pricing models. Other long-terabilities are their carrying
values as they use floating interest ra

The fair value of non-financial instruments was imatuded in the fair values disclosed above. Adoagly, the sum of the fair values of
the financial instruments listed above does notkthe fair value of the Company.
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23. DERIVATIVE FINANCIAL INSTRUMENTS (continued;

d.

The following table details the Compasgxposure to foreign currency risk arising fromognised assets or liabilities denoming

in a currency other than the functional currencyhefentity to which they relat

Year Ended December 31,

2009 2010
Exchange Exchange
Foreign Foreign
Currency Rate NT$ Currency Rate NT$
(in thousands)
Financial Asset
U.S. Dollar 160,97¢ 31.9¢ 5,149,64' 147,83 29.1¢ 4,292,41
Japanese Ye 677,17: 0.346¢ 234,69. 1,990,57: 0.358: 713,01!
Financial Liabilities
U.S. Dollar 94,17¢ 31.9¢ 3,012,80: 44,69¢ 29.1¢ 1,302,02!
Japanese Ye 1,261,02. 0.346: 436,88t 958,85!¢ 0.358: 373,45

24. SEGMENT AND GEOGRAPHIC INFORMATIONM

The Company engages mainly in the research andagement, manufacturing, assembly and testing ofie@maductors. In accordance
with Financial Accounting Standards Board AccougitBtandards Codification (FASB ASC) 280-10-50, @mpany'’s chief operating
decision maker has been identified as the Chiettiee Officer, who reviews these segment resuft3 ésting, Assembly, Testing and
Assembly for LCD and other Flat-Panel Display Drig@&miconductors when making decisions about dilogaesources and assessing
the performance of the Company. Financial segnrgatration required by FASB ASC 280-10-50 is asofek:

a. Semiconductor testing, assembly and LCD and otht-panel display driver semiconductors servit

2008
Corporate
& Consolidatec
Segment Other
Testing Assembly LCD Totals Assets Totals
NTS$ NTS$ NTS$ NT$ NTS$ NTS$
(in thousands)

Revenue from custome 8,787,04 5,417,62 2,805,49. 17,010,16 — 17,010,16

Cost of revenue 7,926,46! 5,741,511 3,301,89: 16,969,88 — 16,969,88

Segment gross profit (los 860,57¢ (323,89:) (496,40 40,28: — 40,28:

Total operating expens: (3,683,91)

Other non operating incon 554,98:

Interest expens (765,009

Fair value loss on financial as: (148,56%)

Loss on embedded derivati (105,110

Impairment loss recognized during the y (1,602,88.)

Other non operating expen (1,220,169
Loss before income tax, noncontrolling interest$ an

interest in bonuses paid by subsidia (6,930,38)

Depreciation and amortizatic 4,051,28; 1,392,19! 1,680,041 7,123,52: 51,00: 7,174,52.

Expenditure for segment ass 1,234,48: 739,01¢ 212,16. 2,185,66. 2,73( 2,188,39:
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24. SEGMENT AND GEOGRAPHIC INFORMATION (continue:

2009
Corporate
& Consolidatec
Segment Other
Testing Assembly LCD Totals Assets Totals
NT$ NT$ NT$ NT$ NT$ NT$
(in thousands)

Revenue from custome 5,171,200 4,352,831 2,626,26! 12,150,30 — 12,150,30

Cost of revenue 7,362,39" 5,111,25; 3,187,80. 15,661,45 — 15,661,45
Segment gross lo: (2,191,19) (758,41f) (561,53¢ (3,511,14) — (3,511,14.)
Total operating expens: (1,594,31i)
Fair value gain on financial as 62,67«
Gain on extinguishment of convertible no 412,33
Gain on embedded derivati 50,74(
Other non operating incon 142,44
Interest expens (439,41))
Impairment loss recognized during the y (25,549
Other non operating expen (86,499

Loss before income tax, noncontrolling interestd imterest in bonuses

paid by subsidiarie (4,988,71)

Segment asse 12,160,68 4,790,23 3,818,06° 20,768,99 — 20,768,99
Long-term investmen 219,96t
Corporate and other ass 9,367,26.
Total asset _ 30,356,22
Depreciation and amortizatic 3,779,16: 1,206,441 1,491,61! 6,477,22. 47,37: 6,524,591
Expenditure for segment ass 3,188,75! 233,29¢ 57,63¢ 3,479,68. — 3,479,68.

2010
Corporate
&
Segment Other Consolidated
Testing  Assembly LCD Totals Assets Totals
NT$ NTS$ NT$ NTS$ NT$ NTS$ US$
(in thousands)
Revenue from custome 6,169,70! 6,258,81! 4,781,21. 17,209,73 — 17,209,73 590,58
Cost of revenue 6,417,64. 6,053,88 4,092,47: 16,564,00 —  16,564,00 568,42t
Segment gross profit (los (247,939 204,93: 688,73! 645,73( — 645,73( 22,16(
Total operating expens: (1,154,75) (39,62¢)
Fair value gain on financial as 3,91¢ 134
Recovery of allowance for doubtful receivab 2,716,88! 93,23¢
Claim receivec 2,118,491 72,70(
Other non operating incon 372,69! 12,79(
Interest expens (683,48¢) (23,455
Loss on embedded derivati (260,65¢) (8,945)
Impairment loss recognized during the y (391,64¢) (13,440
Loss on sale of receivabl (1,067,79) (36,649
Other non operating expen (487,81) (16,747)
Income before income tax, noncontrolling interestd interest

in bonuses paid by subsidiar 1,811,561 62,16°
Segment asse 8,681,501 3,866,06. 4,725,401 17,272,96 — 17,272,96 592,75¢
Long-term investmen 10,537 362
Corporate and other ass 14,031,52 481,52
Total asset 31,315,03 1,074,64
Depreciation and amortizatic 3,797,691 1,020,97" 1,429,64' _6,248,32 33,307 _6,281,62! 215,56
Expenditure for segment ass 1,380,02! 512,48! 2,344,76! 4,237,27: — 4,237,27! 145,41:

The corporate and other assets consist of thedotednt assets, intangible assets and other assets
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24. SEGMENT AND GEOGRAPHIC INFORMATION (continue:

b. Netrevenue
Year Ended December 31,
2008 2009 2010
NT$ NT$ NT$ US$
(in thousands)

Area
ROC 10,304,57 7,330,96: 12,684,43 435,29¢
U.S. 5,773,10 3,998,98! 3,780,05! 129,72:
Korea 468,96" 352,64 430,74¢ 14,78:
Japar 111,77 167,47! 120,671 4,141
Others 351,73 300,23 193,82¢ 6,651

17,010,16 12,150,30 17,209,73 590,58t

c. Net sales to customers representing at least 10%tdbtal sales
Year Ended December 31,
2008 2009 2010
Amount % Amount % Amount % Amount
NT$ NT$ NT$ USs$
(in thousands)

Customel
Spansior 3,927, 77! 23 1,867,51! 15 1,086,03: 6 37,26¢
ProMOS 3,114,14 18 667,80( 5 2,033,34. 12 69,77¢
Novatek 1,596,591 9 1,403,88 12 3,166,79 18 108,67
Micron Technology Inc 1,063,24. 6 1,252,50 10 1,477,441 9 50,701

25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACCOUNNIG PRINCIPLES FOLLOWED BY THE COMPANY ANL
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES

The accompanying financial statements have begyaped in accordance with accounting principles galyeaccepted in the Republic
China ("ROC GAAP”), which differ in the followingaspects from accounting principles generally agzkept the United States of
America (“U.S. GAAP”):

a.

Bonuses to employees, directors and superv

According to ROC regulations and the Articles afdrporation of ChipMOS Taiwan and ThailLin, a pontiaf distributable earnini
should be appropriated as bonuses to employeeeantheration to directors and supervisors of Chi@MKaiwan and ThaiLin.
The remuneration to directors and supervisorsii ipacash, while bonuses to employees may be gdantcash or stock or both.
ChipMOS Bermuda’s portion of these appropriatianshiarged to earnings of ChipMOS Bermuda under RBB@P based on the
amount to be paid as provided by ChipMOS TaiwanHmalLin’s Articles of Incorporation and is presedtas a separate line item
below noncontrolling interest in the accompanyingsolidated statements of operations. During 2Q08MOS Taiwan and
ThaiLin paid NT$386,698 thousand and NT$57,908 sland, respectively, to directors, supervisors angleyees as bonuses.
During 2009, ChipMOS Taiwan and ThaiLin did not @ay bonuses to directors, supervisors and empdoy&@mmencing from
January 1, 2009, bonuses to employees, directorsgrervisors were accrued according to the Agiofdncorporation. As
ChipMOS Taiwan and ThaiLin incurred losses forykar ended December 31, 2009, no bonuses wereeglc@uring 2010,
ChipMOS Taiwan and ThaiLin accrued nil and NT$28,8%ousand to employees, directors and supervésob®nuses. There are
no difference between ROC GAAP and U.S. GAAP eifecianuary 1, 2009.
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACCOUNNIG PRINCIPLES FOLLOWED BY THE COMPANY ANIL
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continued

b.

Technologies transferred in payment of capitalls

Pursuant to a Joint Venture Agreement entereddetoween MVI and SPIL on July 28, 1997, MVI and SEdntributed, as
payment for their subscription in the shares oflstaf ChipMOS Taiwan, technologies relating to tbsting and assembly of
semiconductors at an agreed value of NT$750,000sttd. Under ROC GAAP, such technology transfepaiyiment of capital
stock are recorded as an intangible asset, andiarby systematic charges to income over theogsréstimated to be benefited.
As permitted under ROC GAAP, the Company useseyar amortization period. Under U.S. GAAP, threhtelogy contribution
cannot be recognized due to the unavailability fafiavalue for the technologies. Therefore, theyiag value of the technologies
has been adjusted to zero under U.S. GAAP.

Star-up costs

ROC GAAP requires start-up costs to be deferredeamolrtized in a systematic manner over its estidhaseful beneficial life.
Start-up costs include all costs incurred prioptoduction readiness. On the other hand, U.S. GAARarily requires that start-up
costs be expensed as incurred. Some of the expersesecorded in manufacturing expenses and threrafso affect ending
inventory balances under U.S. GAAP.

Depreciation of property, plant and equipment amgleyee dormitory buildin

Under ROC GAAP, the estimated life of a buildingr dee as long as 55 years based on the ROC Inteavanue Code. For U.S.
GAAP purposes, building lives are estimated to bgears. Some of the depreciation expenses weoedet in manufacturing
expenses and therefore also affect ending invemi@aiances under U.S. GAAP.

Transfer of building and facilities from M\

The Company purchased buildings and facilities fid in 1997. The costs of assets purchased from Mgte based on MVI's
book value of such building and facilities on adfied cut-off date plus an additional payment gf$473,174 thousand
representing compensation to MVI. This additioreympent of NT$173,174 thousand was capitalized bydbmpany as allowed
under ROC GAAP. Under U.S. GAAP, assets acquirederorded at amounts that do not exceed theivéhiles. Also, generally
under U.S. GAAP, the transferee should record #iseta transferred from related parties with sigaift influence at the
predecessor’s basis. Therefore, the transfer etag®m MVI was recorded at MVI's predecessor dastis and NT$173,174
thousand was deducted from the capital surplusailding and facilities for the purposes of U.S. &A Some of the related
depreciation expenses were recorded in manufagtesipenses and therefore also affect ending invgbilances under U.S.
GAAP.

Impairment of lon-lived asset:

Impairment assessments are made by the Companyevkats and circumstances exist that indicateahgiag value of these
assets may not be recoverable. In view of the mestdosses incurred by ChpiMOS Shanghai, the Compaviewed ChipMOS
Shanghai’s property, plant and equipment and |aedrights for potential impairment as at Decemig2B09 and 2010.

Under U.S. GAAP, impairment losses for assets thddé and used are recorded in current period egsrand create a new cost
basis for related assets going forward, and cap@oéversed subsequently. Under U.S. GAAP, in aecare with FASB ASC 360
“Property, Plant and Equipment”, long-lived asdetkl and used by the Company are reviewed for imygait whenever events or
changes in circumstances indicate that the cargingunt of an asset may not be recoverable. Animmgeat loss shall be
recognized only if the carrying amount of a longetl asset (asset group) is not recoverable anedgdts fair value. The carrying
amount of a long-lived asset (asset group) is eodverable if it exceeds the sum of the undiscalictesh flows expected to result
from the use and eventual disposition of the ggssiet group). That assessment shall be base@ @artying amount of the asset
(asset group) at the date it is tested for recdidsg whether in use or under development. An @nment loss shall be measurec
the amount by which the carrying amount of a lomgd asset (asset group) exceeds its fair valuevBlie is determined by the
Company using future cash flows discounted at camegtes. There are no differences in impairmesd kecognized under ROC
GAAP and U.S. GAAP in 2008, 2009 and 2010.

Earnings per share (EP

In calculating the weighted average number of shawmtstanding for EPS purposes under ROC GAAP, @eplbonus shares have
been treated as outstanding for all periods in amaasimilar to a stock split or stock dividend.dénU.S. GAAP, employee bonus
shares have been considered separately from ttle ditddend or split and have been treated as autitg from the date of
shareholder approval.
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACCOUNNIG PRINCIPLES FOLLOWED BY THE COMPANY ANIL
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continued

h.

Interest capitalizatio

Under ROC GAAP, interest on borrowings during camdion conceptually should be capitalized in theeds that are constructed
or produced for a company’s own use. However, ifityccapital is raised during a year, no capitdl@ainterest is recorded for the
amount of property acquired up to the equity chpésed in that year. Under U.S. GAAP, FASB ASG 8Biterest”, interest is
generally capitalized on assets until they arelabks and ready for use.

Inventories stated at lower of cost or mai

ROC GAAP allows assessment of carrying values\éritories on an aggregate basis. An allowance veaterwhen the aggregate
carrying values of inventories were higher thankaetr

Under U.S. GAAP, the Company’s assessed inventatid®e lower of cost or market on an item-by-iteasis. This resulted in an
additional writeeff of NT$36,818 thousand which was charged tocitresolidated statement of operations as a compafeost of
revenue in 2008.

Under ROC GAAP and effective January 1, 2009, tam@any adopted the revised SFAS No. 10. The Comigamguired to
assess inventories at the lower of cost or manketroitem-by-item basis. Therefore, there are fferéince between ROC GAAP
and U.S. GAAP effective January 1, 2009. The adjest in 2009 relates to reversal of the allowanederunder U.S. GAAP in
2008.

Convertible note

Under ROC GAAP, there is no requirement to accéomthe fair value of a conversion feature embeddedN due 2009 as it was
issued before January 1, 2006. Under U.S. GAAPCtimapany accounts for the fair value of the coriverfeature of its
convertible notes in accordance with FASB ASC 8DBrivative and Hedging”, which require the Compamyifurcate and
separately account for the conversion feature dsedned derivatives contained in the Company’s cdiike notes. The Company
carried these embedded derivatives on its balameet sit fair value and changes in fair values e$¢hembedded derivatives are
reflected in the consolidated statement of opemati€@ommencing January 1, 2006, ROC GAAP require€€ompany to bifurcate
and separately account for put and call optionuiest contained in the Compasyconvertible notes issued after 2005. The Corr
issued convertible notes (CN due 2011) on Septe2fe2006. The Company carried the put and calboptof the CN due 2011
on the balance sheet at fair value with changéaiirvalues reflected in the consolidated stateroéoperations. The other
conversion features are recorded in equity. (Sae R®i.)

Commencing from January 1, 2006, under ROC GAA® jshue costs of convertible notes are recordedreduction of the
convertible notes. Under U.S. GAAP the issue castcapitalized as deferred assets and amortizettios period of the
convertible notes.

There is no difference under ROC GAAP and U.S. GAABRccounting for the CN due 2014 and 2015 (Sete NI8).

Sharw-based paymen

Under ROC GAAP, the Company followed Accountingieiples Board Opinion No. 25, “Accounting for Stdskued to
Employees” (“APB No. 25"), in accounting for its playee stock option plans prior to January 1, 2Q0&ler APB No. 25, when
the exercise price of the Company’s stock optigriess than the market price of the underlyingeshan the date of grant,
compensation expense is recognized. Under U.S. GA&Rmencing from January 1, 2006, the CompanyiepplASB ASC 718
“Compensation — Stock Compensation”, with respedptions and warrants issued to non-employeesBFASC 718 requires the
use of option valuation models to measure theviaire of the options and warrants at the measuredzste. The total stock-based
compensation expense resulting from stock opticas mcluded in the consolidated statements of dipesa There is no difference
between ROC GAAP and U.S. GAAP effective Januar3008 upon adoption of ROC SFAS No. 39 for optigranted since
January 1, 2008.
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACCOUNNIG PRINCIPLES FOLLOWED BY THE COMPANY ANIL
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continued

Defined Benefit Pension Pla

Under U.S. GAAP, commencing from January 1, 2006,Gompany applies FASB ASC 715 “Compensation d&taéent
Benefits”. FASB ASC 715 requires an employer thainsors one or more defined benefit pension plansher postretirement
plans to 1) recognize the funded status of a pleasured as the difference between plan assetis aafue and the benefit
obligation, in the balance sheet; 2) recognizeguiity as a component of accumulated other compsihetoss, net of tax, the gai
or losses and prior service costs or credits the¢ auring the period but are not yet recognizedamponents of net periodic
benefit cost; 3) measure defined benefit plan assed obligations as of the date of the employfestsll yearend balance sheet; a
4) disclose in the notes to the financial statesadditional information about the effects on rexigrlic benefit cost for the next
fiscal year that arise from delayed recognitiothef gains or losses, prior service costs or crealitd transition asset or obligation.
Under ROC GAAP, there is no such requirement foogaition.

Income tax expens

Effective January 1, 2007, the Company adopted FASB 740 “Income Taxes”. FASB ASC 740 prescribasaae-likely-than-
not threshold for financial statement recognition ameasurement of a tax position taken or expdotée taken in a tax return. Ti
interpretation also provides guidance on derecaggiaf income tax assets and liabilities, clasatiien of current and deferred
income tax assets and liabilities, accounting fiteriest and penalties associated with tax positoisincome tax disclosures.

Uncertain tax positions have been classified asauorent income tax liabilities unless these areeetgd to be paid in one year. -
Company'’s policy for interest and penalties relatethcome tax exposure is to recognize interedtanalties as a component of
the provision of income taxes in the consolidatatkesnent of operations.

The Company is potentially subject to income taditsuin the ROC and internationally until the appble statute of limitations
expire. Tax audits by their nature are often compled can require several years to complete. Ti@afimg is a summary of tax
years, potentially subject to examination, in tigmigicant tax and business jurisdictions in whtble Company operates:

Tax Years Subject tc

Jurisdiction Examination
Republic of Ching 5 Years
United State: 3 Years
Hong Kong 6 Years
Peoplfs Republic of Chini Unlimited

As of December 31, 2010, the allowance for curtextassets was decreased by NT$3,001 thousand (3%8dusand).

The Company’s subsidiaries are currently under éxation by the relevant tax authorities for varidas years. The Company
regularly assesses the potential outcome of themmieations in each of the taxing jurisdictions witetermining the adequacy of
the amount of unrecognized tax benefit recordedil@\this often difficult to predict the final outene or the timing of resolution of
any particular uncertain tax position, the Compheljeves it has appropriately accrued for uncei@irbenefits. However, audit
outcomes and timing of audit settlements and futwents that would impact the previously recordecognized tax benefits and
the range of anticipated increases or decreasgw@tognized tax benefits are subject to significarcertainty. It is possible that
the ultimate outcome of current or future examiagimay exceed current unrecognized tax benefamiounts that could be
material, but cannot be estimated as of Decemhe2@Il0. The effective tax rate and net income inginen future period could
therefore be materially impacted.

There are no such provisions under ROC GAAP.
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACCOUNNIG PRINCIPLES FOLLOWED BY THE COMPANY ANIL
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continued

n. Cash and cash equivalel

Under ROC GAAP, cash and cash equivalents include deposits regardless of its maturity date. Undl&. GAAP, cash
equivalents are short-term, highly liquid investrisethat are readily convertible to cash with orgdimaturities of three months or
less. Thus, time deposits with original maturitésnore than three months are classified as casivagnts under ROC GAAP but
should be included in other current assets undgr GAAP.

0. Classification of no-operating income (expense

Under ROC GAAP, gains on disposal of plant and gaeint, land use rights, scrap material and todimdj claim received are
recorded as non-operating income; and loss onoaeeivables, impairment losses on property, el equipment, other assets,
and goodwill are recorded as non-operating expess#sese items represent revenue and expensasaiog from ordinary
operating activities.

Under U.S. GAAP, gains on disposal of plant andmgent, land use rights, scrap material and toading claim received are
recorded as other operating income; and loss enafakceivables, impairment losses on propergntgnd equipment, other ass
and goodwill are recorded as operating expenses.

The following reconciles net income (loss) and gqunder ROC GAAP as reported in the accompanyorsalidated financial
statements to net income and equity amounts detetminder U.S. GAAP, giving effect to adjustmenisthe differences listed above.

Year Ended December 31,
2008 2009 2010
NT$ NT$ NT$ Uss$
(in thousands)

Net income (loss) attributable to ChipM(

Net income (loss) based on ROC GA (7,270,24)) (4,418,68) 1,644,73. 56,44.
Adjustments
Amortization of deferred char (13,719 (44€) (44¢) (15
Amortization of starup costs 1,69¢ 1,597 35 1
Pension expens:t (11,799 (17,359 (22,07%) (758)
Depreciation of property, plant and equipment amgleyee
dormitory building (56,169 (56,43() (56,125 (1,926
Transfer of building and facilities from M\ 19¢ 16C 15¢ 6
Interest capitalizatio (15,539 (14,069 — —
Reversal of accrual for bonuses to employees, Wire@nc
supervisor: 368,94! — — —
Loss on inventory valuatic (36,819 36,81¢ — —
Impairment loss on goodwi (52,007 — — —
Effect of U.S. GAAP adjustments on income ta 29,60¢ 12,31¢ 13,26( 45k
Adjustment for uncertain tax positio 10,78t 20,22¢ 3,001 103
Stocl-based compensatic (257,46() (40,709 13,25: 45k
Amortization of discount on convertible nor (95,469 (88,609 — —
Gain on embedded derivative liabiliti 306,70: — — —
Loss on redemption of convertible no (97,229 — — —
Noncontrolling interest 10,85¢ 14,88( 21,10¢ 724
Net increase (decrease) in net incc 92,58 (131,609 (27,830 (955)
Net income (loss) based on U.S. GA (7,177,66) (4,550,28) 1,616,90. 55,48:
Earnings (loss) per sha- basic (342.29) (230.00) 67.4% 2.31
Earnings (loss) per sha- diluted (342.29) (236.6() 66.3¢ 2.2¢
Number of weighted average shares outstan- basic 20,97 19,78¢ 23,971 23,97
Number of weighted average shares outstan- diluted 20,97 20,74¢ 26,806  26,80¢
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACCOUNNIG PRINCIPLES FOLLOWED BY THE COMPANY ANIL

ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continued
The following table reconciles the denominatoraécualate basic and diluted earnings (loss) pereshar

December 31,

2008 2009 2010
(in thousands)
Basic number of shart 20,97 19,78¢ 23,97
Add: Stock option: — — 28¢
Convertible note — 965 2,547
Diluted number of share 20,97« 20,74¢ 26,80¢
The following table reconciles the numerator tacculdte basic and diluted earnings (loss) per share:
Year Ended December 31
2008 2009 2010
NT$ NT$ NT$ us$
(in thousands)
Net income (loss) based on U.S. GA (7,177,66) (4,550,28) 1,616,90: 55,487
Add: Amortization of discount on convertible no — 3,731 9,90¢ 34C
Interest expense (net of te — (309,299 (18,429 (632)
Loss (gains) on embedded derivat — (50,740 181,43t 6,221
Amortization of deferred charge on convertible s8¢ — — 44¢€ 15
Foreign exchange ga — (2,65¢%) (11,547 (396
Income (loss) attributable to ChipMOS adjustedthar effects of assumed exercise of options andersion of note:  (7,177,66) (4,909,24)  1,778,72 61,04:
Year Ended December 31
2008 2009 2010
NT$ NT$ NT$ us$
(in thousands)
Equity
Equity based on ROC GAA 14,542,81 9,952,21°  14,043,45 481,93:
Adjustments
Technology transfer in payment of capital st
Original cost (750,00() (750,001) (750,000)  (25,73¢)
Accumulated amortization of technology transfepayment of capital stoct 750,00( 750,00( 750,00( 25,73¢
Star-up costs
Original cosl (51,287) (49,825 — —
Accumulated amortization of st-up costs 49,708 49,82t — —
Net effect on inventorie (54) (35) — —
Depreciation of property, plant and equipment amgleyee dormitory building (227,439 (283,869) (339,99) (11,669
Transfer of building and facilities from M\
Original cost (173,17, (173,17, (173,174 (5,947)
Depreciation and gain on disposal of building aacllities from MVI 170,36: 170,51¢ 170,67 5,851
Net effect on inventorie (6) 4) ) —
Pension expenst (237,32) (278,799 (390,98() (13,417
Loss on inventory valuatio (36,819 — — —
Impairment loss on goodwi (52,00) — — —
Interest capitalizatio 118,75 118,75 118,75 4,07t
Amortization of interest capitalizatic (129,71) (143,78)) (143,78)) (4,934
Effect of U.S. GAAP adjustments on income ta 62,96¢ 75,28 88,547 3,03¢
Adjustment for uncertain tax positio (24,47 (4,247) (1,24¢) (43)
Equity component of convertible not (466,15.) (466,157) (466,15) (15,99
Loss on redemption of convertible no (129,299 (129,299 (129,299 (4,437)
Amortization of deferred char¢ (38,376 (38,829 (39,26%) (1,34¢)
Amortization of discount on convertible not (518,96¢) (607,569 (607,56%) (20,85()
Gain on embedded derivative liabiliti 1,242,62 1,242,62. 1,242,62 42,64
Noncontrolling interest 52,007 — — —
Net decrease in equi (388,66¢) (518,56.) (670,86:) (23,027
Equity based on U.S. GAA 14,154,14 9,433,651 13,372,59  458,90¢
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACCOUNNIG PRINCIPLES FOLLOWED BY THE COMPANY ANIL

ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continued

Changes in equity based on U.S. GA
Balance, beginning of the ye
Stock purchased by a subsidii
Interest payment for convertible no
Convertible notes conversi
Issuance of option warrar
Exercise of option warran
Stocl-based compensatic
Cumulative translation adjustmel
Net income (loss) for the ye

Adjustment of equity method for lo-term Investmen

Unrecognized pension expen:
Noncontrolling interest

Balance, end of the ye

Year Ended December 31

2008 2009 2010
NT$ NT$ NT$ USs$
(in thousands)
21,650,88 14,154,14 9,433,65! 323,73t
1,779 (79,936) — —
— — 29,21¢ 1,002
— — 1,078,00: 36,99:
65,11 90,60( 43,87: 1,50t
4,54¢ — 1,45( 5C
257,46( 40,70t (13,25)) (455)
156,25( (29,197 (78,46¢) (2,69%)
(7,177,66)  (4,550,28) 1,616,90: 55,48"
95,18¢ 2,72¢ (3,260) (112)
952 (20,760) (53,69¢) (1,847)
(896,809) (174,341 1,318,16! 45,23¢
14,154,14 9,433,65! 13,372,59 458,90¢

A reconciliation of the significant balance sheet@unts to the approximate amounts determined udderGAAP is as follows:

Current assel

As reportec
U.S. GAAP adjustment
Effect of inventory adjustment
Star-up costs
Depreciation of fixed asse
Transfer of building and facilities from M\
Adjustment for uncertain tax positio

As adjustec

Property, plant and equipme- net

As reportec

U.S. GAAP adjustment
Depreciation of fixed asse
Transfer of building and facilities from M\
Interest capitalizatio

As adjustec

Other asset

As reportec

U.S. GAAP adjustment
Depreciation of employee dormitory buildi
Deferred charg
Effect of U.S. GAAP adjustment on income
Adjustments for uncertain tax positi

As adjustec

December 31

2009

NT$

8,431,23:

(39)
1,101
4
(6,207

8,426,08

20,768,99

(266,919
(2,65%)

(25,029
20,474,40

833,20t
(18,05¢)
78¢
75,28’
1,96(

893,17!
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2010
NT$ USs$
(in thousands)
12,790,29 438,92t
1,05¢ 3€
(©) —
(6,207) (213)
12,785,14 438,74
17,272,96 592,75¢
(321,36 (11,02¢)
(2,497 (86)
(25,029 (859)
16,924,08 580,78!
1,146,96: 39,36(
(19,687 (67€)
334 12
88,547 3,03¢
4,961 17C
1,221,11 41,90¢
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACCOUNNIG PRINCIPLES FOLLOWED BY THE COMPANY ANIL
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continued

Other liabilities

As reportec
U.S. GAAP adjustment
Pensior

As adjustec

December 31

2009 2010

NT$ NT$ US$
(in thousands)

104,90¢ 97,07¢ 3,331
278,79 390,98( 13,41,
383,70¢ 488,05¢  16,74¢

As a result of the adjustments presented abovesgheoximate amounts of total assets under U.S. B#are NT$30,116,454 thousand
and NT$31,035,148 thousand as of December 31, 2092010, respectively.

The following U.S. GAAP condensed statements ofafiens for the years ended December 31, 2008, 2862010 have been derived
from the audited financial statements and refleetadjustments presented above. Certain accouwrshieen reclassified to conform to

U.S. GAAP.

Net revenue
Cost of revenu

Gross profit (loss

Other operating incom

Operating expenst

Income (loss) from operatiol
Non-operating income (expense- net
Income (loss) before income t

Net income (loss) attributable to ChipM(

Year Ended December 31

2008 2009 2010
NT$ NT$ NT$ uss$
(in thousands)

17,010,16 12,150,30 17,209,73 590,58t
(17,068,34)  (15,690,96) (16,634,90) (570,86
(58,18  (3,540,65) 574,83: 19,72
193,95! 97,26¢ 5,039,57: 172,94:
(6,571,72)  (1,726,53)  (2,670,66) (91,649
(6,435,95)  (5,169,92) 2,943,74 101,02
(815,46 2,17¢ (1,197,38)  (41,09))
(7,251,41)  (5,167,75) 1,746,36! 59,93(
(7,177,66)  (4,550,28) 1,616,90: 55,48
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAI

a.

Recent accounting pronounceme

In April 2010, the FASB issued Accounting standdmtlate No. 2010-13 (“ASU 2010-13"). This updatéoigddress the
classification of an employee share-based paymeatdawith an exercise price denominated in theanay of a market in which
the underlying equity security trades. FASB ASC 7€8mpensation — Stock Compensation” provides gusdeon the

classification of a share—based payment awardtlasreiot a market, performance, or service contisaequired to be classified as
a liability. This update is effective for fiscalaws, and interim periods within those fiscal yelheginning on or after December 15,
2010. The adoption of ASU No. 2010-13 is unlikelyhtave a material impact on the Company’s resultisfimancial position.

In December 2010, the FASB issued ASU 2010-29 tves$ diversity in practice about the interpretatibthe pro forma revenue
and earnings disclosure requirements for businesdbinations. The disclosures include pro forma mereeand earnings of the
combined entity for the current reporting periodfasugh the acquisition date for all business comatidns that occurred during the
year had been as of the beginning of the annuattieg period. If comparative financial statemeauts presented, the pro forma
revenue and earnings of the combined entity foctiraparable prior reporting period should be regmbets though the acquisition
date for all business combinations that occurrathdithe current year had been as of the beginoirtge comparable prior annual
reporting period. This update is effective prospety for business combinations for which the asition date is on or after the
beginning of the first annual reporting period lmetg on or after December 15, 2010. The adoptfohSiJ No. 2010-29 may
impact the Company’s disclosure in its consoliddieancial statements in future periods.

FASB ASC 820 “Fair Value Measurements and Dsales” establishes a fair value hierarchy thatrtjsishes between
assumptions based on market data (observable Jrgnudsthe Company’s assumptions (unobservable shplihe hierarchy consists
of three broad levels as follow

Level 1—Quoted market prices in active marketdgdentical assets or liabilities

Level 2—Inputs other than level 1 that are eithiezaly or indirectly observable

Level 3—Unobservable inputs developed using the @omw's estimates and assumptions, which reflectetioat market
participants would use.

The following table sets forth the assets measatéair value on a recurring basis, by input leas|of December 31, 2010:

Level 1 Level 2 Level 3 Total
NT$ NT$ NT$ NT$
(in thousands)
Financial assets at fair value through profit aoss 2,99¢ — — 2,99¢

Financial assets at fair value through profit amstlinclude investments in stocks and open-endatsfuvhich are measured using
guoted price in active markets and are classifeedexvel 1.
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comiiied)

c. Income tax expens
Income (loss) before income tax, noncontrollingiest and interest in bonuses paid by subsidiadesists of the following:

Year Ended December 31,

2008 2009 2010
NT$ NTS$ NT$ Uss$
(in thousands)
Bermuda (1,359,72) 80,96« (951,549 (32,659
ROC (3,782,11)  (5,170,10)  2,242,37! 76,95
Others (2,109,57) (78,614 455,53t 15,63:

(7,251,41)  (5,167,75)  1,746,36 59,93(

Income tax expense (benefit) consists of:

Year Ended December 31
2008 2009 2010
NT$ NT$ NT$ US$
(in thousands)

Income tax for the current ye

Bermuda 346,75: 6,267 6,58t 22€
ROC 4,867 — 19,36¢ 664
Others 1,01¢€ 2,04¢ 1,77¢ 61
352,63 8,31¢ 27,72¢ 951

Deferred income ta
ROC (332,959 (483,609 (143,22)) (4,915
Others 262,43! (€))] (29,779 (1,027)
(70,52() (483,609 (173,009 (5,939
Adjustment of prior yea’' income taxe: (201,71) 22,08( 29,65¢ 1,01¢
Income tax expense (benel 80,40( (453,209 (115,62) (3,96¢)
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comiiied)

C.

Income tax expense (continue

Reconciliation between the income tax calculateghr@atax financial statement income based on tietstry tax rate and the

income tax expense which conforms to U.S. GAARsifoHows:

Tax on pretax income (loss) at (
Tax on pretax income (loss) at applicable statutatgs
Additional 10% on the unappropriated earni
Tax effects of
Tax-exempt (income) los
Permanent difference
Non-taxable (gain)/loss on sales of investrr
Non-deductible investment loss
Non-deductible expens
Other
Temporary difference
Tax credits- utilized
- deferrec
Valuation allowanct
Losses carried forwai
Losses carried forwar- deferrec
Deferred tax effect of change in tax r
Adjustment of prior ye¢ s income ta

Income tax expense (benel

Year Ended December 31

The components of net deferred income tax asseats agefollows:

Deferred income tax asse¢

Current
Unrealized foreign exchange Ic
Tax credits

Loss of market price decline and obsolete and-moving inventorie:

Unrealized loss on sale allowant
Allowance for doubtful receivable
Others

Valuation allowanct

Non-current
Tax credits
Losses carried forwai
Impairment los:
Building
Star-up costs
Others

Valuation allowance

Deferred income tax liabilitie
Non-current
Depreciation difference

2008 2009 2010
NT$ NT$ NT$ Uss$
(in thousands)

(1,147,03) (1,334,73)  525,73¢ 18,04:
166,31¢ — — —
134,17 — — —
(2,159 35¢ 5,08¢ 17t
74,79 (17,167  (135,96) (4,666
378,48: (91,829 (53,479  (1,83%)
9,15(C 3,55¢ 92t 31

— 28,02¢ 32,854 1,125

(165,90 — (9,445) (324)
(22,867 4,08( 515,42. 17,68¢
871,76¢ 703,35¢ (1,127,76) (38,702
227,73¢ 1,088,81! (61,646 (2,115
(227,739  (981,01) 82,057  2,81¢

— 139,52¢ 80,93t 2,77

(216,32) 3,811 29,65¢ 1,01¢

80,40( (453,209  (115,62) (3,96¢)
December 31,

2009 2010

NT$ NT$ Uss$
(in thousands)

3,20( 25,24¢ 86€
552,78: 285,89 9,811
36,96¢ 10,43( 35¢
22,791 31,93: 1,09¢
554,15: 11,01 37¢
(450) 1,01¢ 35
1,169,44: 365,52¢ 12,54«
(819,34() (93,029 (3,19
350,10¢ 272,50 9,352
412,30¢ 163,77 5,62(
1,445,74. 1,178,33. 40,43’
8,381 13,11« 45C
66E 63¢€ 22
8 2 —
302,52 248,10¢ 8,514
2,169,63. 1,603,971  55,04:
(1,576,72)  (1,075,29) (36,907
592,907 528,67: 18,14:
(302,29 (17,239 (591)
290,61: 511,43¢ 17,55
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comiiied)

d.

Pension plan
The impact of the adoption of FASB ASC 715 has lreflected within the consolidated financial stagens as follows:

Year Ended December 31,
2008 2009 2010
NT$ NT$ NTS$ USs$
(in thousands)

Components of net periodic benefit ¢

Service cos 1,57¢ 1,51¢ 1,32¢ 45
Interest cos 12,46 11,34( 12,29: 422
Project return on plan ass: (7,910 (6,857%) (5,140 (17¢)
Net amortization and deferr:
Unrecognized net transition obligati (293) 53 53 2
Curtailment los: 7,29t 7,56¢ 8,35¢ 287
Net prior service cos (56) (20€) (20€) (7
Net periodic benefit co: 13,07¢ 13,41¢ 16,67¢ 573
Recognized in other comprehensive inco
Unrecognized net transition obligati (62 66 24¢ 9
Net prior service cos (4,149 8,97¢ (8,247 (2849)
Unrecognized actuarial lo: 3,25¢ 15,32¢ 52,49¢ 1,80z
Total recognized in other comprehensive incc (952) 24,37: 44,50: 1,527
Total recognized in total benefit cost and othenprehensive incom 12,12¢ 37,78¢ 61,18: 2,10¢

The estimated net transition assets and actuasalfbr the defined benefit pension plans thatbélmortized from accumulated
other comprehensive income into benefits cost 128 NT$121 thousand (US$4 thousand) and NT$@6d1sand (US$342
thousand), respectively.

Year Ended December 31
2008 2009 2010
NT$ NT$ NT$ Uss$
(in thousands)

Changes in benefit obligatic

Benefit obligation at beginning of Ye 475,79: 496,54¢ 546,38! 18,75(
Service cos 1,57¢ 1,51¢ 1,32¢ 46
Interest cos 12,46: 11,34( 12,29: 427
Plan amendmen (3,58)) — — —
Actuarial loss 10,29! 36,97¢ 104,46! 3,58¢
Benefit obligation at end of ye 496,54¢ 546,38! 664,46" 22,80:
Changes in plan ass¢
Fair value of plan assets at beginning of \ 249,59¢ 291,53. 314,99:. 10,81(
Actual return on plan asse 9,15¢ 1,75¢ 4,41°F 152
Employer contributiot 32,78( 21,70¢ 24,41¢ 83¢
291,53: 314,99: 343,82 11,80(
Funds statu (205,016 (231,39) (320,64 (11,009
Unrecognized actuarial lo: (24,47¢) (31,285 (47,17Y (1,619
Net amount recognized (recognized as accrued pensit) (229,49)) (262,679 (367,819 (12,627)
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comiiied)

d. Pension plans (continue
Amounts recognized in accumulated other comprelieristome, net of noncontrolling interests, consfst

2009 2010
NT$ NT$ Us$
(in thousands)

Unrecognized net transition obligation (as: (2,68E) (2,36€) (82)
Net prior service cos (3,436 (3,347 (115
Unrecognized los 243,09( 332,79. 11,42(
Gross amount recogniz 236,96¢ 327,07¢ 11,22¢
Noncontrolling interest (11,389 (47,796 (1,640
Total recognized in total benefit cost and othenpeehensive incom 225,58! 279,28: 9,584

2008 2009 2010
Actuarial assumption
Discount rate 2.75% 2.25% 1.75%
Rate of compensation incree 4.25% 4.25% 4.25%
Expected return on plan ass 3.00% 1.5% 2.00%

The accumulated benefit obligation for all defirmhefit pension plans was NT$247,402 thousand ar&B04,931 thousand at
December 31, 2009 and 2010, respectively.

There were no pension plans with an accumulatedfli@bligation in excess of plan assets as of Ddmr 31, 2009 and 2010.

The plan assets are all invested in the Bank of@ai(previously known as Central Trust of Chind)eplan benefits are based on
employees’ years of service and compensation. Tdregssets primarily consist of cash, governmeandpequity securities, notes
and bonds.

The fair value of the plan assets was NT$314,96a8g¢And and NT$343,823 thousand (US$11,800 thousamBcember 31, 2009
and 2010, respectively. As of December 31, 2009201d, these assets were allocated among assgbageas follows:

Current maximum

Asset category 2009 2010 allocation policy
Equity securitie: 24% 38% 40%
Bonds 28% 18%

Notes 5% 11%

Government loan 1% 1%

Cash 42% 32%

Total 100% 100%

Under ROC regulation, government authority willleot the fund as Labor Retirement Fund and detertia assets allocation and
investment policy.

ChipMOS Taiwan and ThaiLin anticipate contributiNg$24,673 thousand to their pension plans durirn120
The Company has no other post-retirement or pogtieament benefit plans.

F-56



Table of Contents

26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comiiied)

e. Statements of cash flov

ROC SFAS No. 17, “Statement of Cash Flows” has lzgxgatied. Its objectives and principles are simitathose set out in FASB
ASC 230, “Statement of Cash Flows. The principfedénces between the standards relate to classdic Summarized cash flow
data by operating, investing and financing acegtare as follows:

Year Ended December 31,
2008 2009 2010
NT$ NT$ NT$ Us$
(in thousands)

Net cash inflow (outflow) from

Operating activitie: 4,890,63. 1,633,41! 8,504,00! 291,83:
Investing activities (2,296,91) (1,042,53) (3,587,21) (123,109
Financing activitie: (1,405,51) (2,503,791 (1,826,441 (62,679
1,188,20! (1,912,90) 3,090,34 106,05:
Effect of changes in foreign exchange 1 46,32¢ (1,780 (16,81)) (577)
Cash and cash equivalents at the beginning of 4,356,48: 5,591,01 3,676,32 126,16
Cash and cash equivalents at the end of 5,591,01 3,676,32 6,749,86! 231,63t
f. Statements of comprehensive inca
Year Ended December 31
2008 2009 2010
NT$ NTS$ NTS$ Us$
(in thousands)
Net income based on U.S. GA/ (7,177,66) (4,550,28) 1,616,90. 55,48’
Other comprehensive income (los
Translation adjustmel 156,25( (29,196 (78,46¢) (2,692)
Comprehensive incorr (7,021,41) (4,579,48) 1,538,43I 52,79¢

g. Statements of accumulated other comprehensive i@
Accumulated

Other
Unrecognizec Translation Comprehensive

Pension Cost Adjustment Income

NTS$ NTS$
December 31, 200 (204,82%) 433,71« 228,88¢
Addition in 2009 (20,760 (29,196 (49,950
December 31, 200 (225,58%) 404,51¢ 178,93:
Addition in 2010 (53,699) (78,466 (132,169
December 31, 201 (279,28)) 326,05: 46,76¢
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comiiied)

h.

Shareholder equity
Employee stock-based compensation has been acddontender FASB ASC 715.

The Company has in place a Share Option Plan (P0f1). Under the terms of the plan, the exercigz et on the grant of share
options may not be less than the par value of agaom Share on the date of grant of such optioAugust 2006, the Company
adopted a second Share Option Plan (2006 Plan)ndimder of shares that may be issued under thglans is 4,000,000 shares
and may consist in whole or part of authorizedunissued shares of the Company which are not reddor any other purpose. No
consideration is payable for the grant of an option

Under the plans, options may be granted to alkttirs, officers, employees and consultants of the@any and its affiliates.
Options are exercisable for a maximum of ten y&ara the date on which such option is granted arelyears from the date on
which such option is granted if the holder of titian owns more than 10% of the combined voting @owaf the Company at the
time the option is granted.

In September 2006, the Company adopted a shareagon rights plan. The share appreciation rigias provides that the
directors, officers and employees of the Compamyienaffiliates may be granted cash-settled shppeciation rights.

The fair value for options granted has been eséithat the date of grant using the Black-Scholeso@fricing Model with the
following weighted average assumptions:

Risk free Expected
Year of grant interest rate Expected life Expected volatility dividend yield
2006 4.62% ~ 4.74¢ 4.25 year 102.67% ~ 133.21" 0%
2007 3.32% ~ 5.04¢ 4.25 year 134.71% ~ 171.09 0%
2008 1.30% ~ 3.42¢ 4.25 ~ 6 yeal 97.83% ~ 188.06! 0%
2009 1.32% ~ 2.39¢ 4.25 ~ 5 yeal 139.36% ~ 163.82' 0%
2010 0.86% ~ 2.48¢ 3.25 ~ 7 yeal 153.18% ~ 213.94' 0%

The following table presents the stock option attifor the year ended December 31, 2009 and 2010.

Weighted
Average Aggregate
Number of Exercise Intrinsic
Options Price Value
uss$ US$

(in thousands
Outstanding at December 31, 2( 2,314,641 14.8¢
Granted 494,39: 2.52
Forfeited (174,29 15.8¢
Expired (96,25() 6.9¢
Outstanding at December 31, 2( 2,538,48! 12.6¢
Granted 160,66( 3.6(
Forfeited (212,049 11.8¢
Exercisec (19,24¢) 2.44
Expired (353,800 20.7:2

Outstanding at December 31, 2( 2,114,05. 10.8¢ 2,10z
Exercisable at December 31, 2( 1,125,61. 17.92

Exercisable at December 31, 2( 1,196,61: 12.8¢ 581
Vested and expected to vest in 2( 2,467,84! 12.8(

Vested and expected to vest in 2( 2,068,18. 8.2¢ 2,027
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comied)
h. Shareholdel equity (continued

The aggregate intrinsic value in the table abopeasents the total intrinsic value (i.e., the défece between the Company’s
closing stock price of US$6.12 on December 31, 20Exember 31, 2009: US$2.84) and the exercise pitnes the number of
options) that would have been received by the ogtimders had all option holders exercised theiioog on December 31, 2010.
The total intrinsic value of options exercised dgrthe year ended December 31, 2010 was NT$2,@6&amnd (US$71 thousand)
(2009: nil). The total fair value of options vestrt forfeited during the year ended December 8102vas NT$75,997 thousand
(US$2,608 thousand) (2009: NT$94,157 thousand).rilimeber of options vested during the year endecbber 31, 2010 was
19,246 (2009: nil). The weighted average remaiwimgtractual term of the outstanding options at Dduer 31, 2010 was 3.8
(2009: 4.0) years.

As of December 31, 2010, nil (2009: NT$12,810 tlzmaf of total unrecognized compensation cost rélatestock options is
expected to be recognized over a weighted averagedpof 2.3 years.

The Company’s employees have the ability to exeraistock option (i.e., remit cash consideratioth&éoCompany for the exercise
price) in exchange for stock during the vestingqeeof the award.

The following table presents a summary of the nunob@and weighted average grant date fair valuganding the unvested share
options as of December 31, 2010 and changes dtivéngear then ended:

Weighted
Average

Number of Fair

Options Value

US$
Unvested options outstanding at December 31, . 1,439,17 12.2¢
Granted 494,39 2.6¢
Vested (346,40) 11.8¢
Forfeited (174,299 16.92
Unvested options outstanding at December 31, . 1,412,871 8.4C
Granted 160,66( 3.91
Vested (444,04 9.1¢
Forfeited (212,049 12.5
Unvested options outstanding at December 31, . 917,44 6.6€

The Company’s determination of fair value of empgleyshare options on the date of grant using thekE3aholes Option Pricing
Model is affected by the Company’s stock price afl as assumptions regarding a number of highlyptierand subjective
variables. These variables include, but are natdithto the Company’s expected stock price votgtdiver the term of the awards.
Option pricing models were developed for use imesing the value of traded options that have rsting or hedging restrictions
and are fully transferable. Because the Compampjsl@yee stock options have certain characterigtiasare significantly different
from traded options, and because changes in thediie assumptions can materially affect the estéd value, in management’s
opinion, the existing valuation models may not fdevan accurate measure of the fair value of theg2my’s employee stock
options. Although the fair value of employee stogkions is determined in accordance with FASB A36 ising an option pricing
model, that value may not be indicative of the falue observed in a willing buyer/willing selleanket transaction.
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comiiied)

Convertible note

The Company accounts for the conversion optiohénconvertible notes as derivative liabilities ac@rdance with FASB ASC 81
The discount attributable to the issuance dateeagge fair value of the conversion option, totalg$458,659 thousand
(US$15,740 thousand), is being amortized usingffextive interest method over the term of the estilsle notes.

The change in fair value on revaluation of the edadleel derivative liabilities represents the differetetween the fair value of the
embedded derivative liabilities at their originsdile date and their fair value on December 31, B8 option pricing models. As
of December 31, 2010, the fair value of the embdadtigivative liabilities amounted to NT$96,788 thand (US$3,321 thousand).
The effect of the fair market value adjustment a%¥i¥60,654 thousand (US$8,945 thousand) was recdndbe consolidated
statement of operations.

The following assumptions were applied to the cotilvie notes using the option pricing model:

December 31 December 31 December 31
2010 2010 2010
CN due 2011 8%CN due 2014 8%CN due 2015
Market price ust 6.12 USs$ 6.12 Ust 6.12
Conversion prict Uss 27.4C uUss 5.0C ust 5.0C
Term 5 year: 5 year 5 year
Volatility 29.52489 83.9600% 82.22009
Risk-free interest rat 1.3820v¥ 1.516% 1.613%

Please refer to Note 13 for details of the termihefconvertible notes.
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Exhibit 4.64

ChipMOS TECHNOLOGIES (Bermuda) LTD.
as Assignor

-and-

THAILIN SEMICONDUCTOR CORP.
as Assignee

ASSIGNMENT AND ASSUMPTION AGREEMENT
in respect of

Master Loan Agreement dated as of July 12, 2004 amg ChipMOS TECHNOLOGIES
(Bermuda) LTD., as lender, Modern Mind Technology limited, as borrower, and
Jesper Limited, as guarantor
and
Pledge Agreement dated as of July 12, 2004 among drn Mind Technology Limited,
as pledgor, ChipMOS TECHNOLOGIES (Bermuda) LTD., aspledgee, and ChipMOS
TECHNOLOGIES (Shanghai) LTD.




THIS ASSIGNMENT AND ASSUMPTION AGREEMENT (Assignment Agreement’) is made on April 22, 2011.

BETWEEN:

(1) ChipMOS TECHNOLOGIES (Bermuda) LTD., an exempted company incorporated under the laBeofiuda, with registered office
at Cano’s Court, 22 Victoria Street, Hamilton HM 12, Bernau¢“ Assignor”); and

(2) ThaiLin Semiconductor Corp. , a company organized and incorporated under the ¢d the Republic of China with registered offate
No.4, Je-De Road, FongShan Village, HuKou Township, Hsin€lounty, Taiwan, R.O.C* Assignee’).

Whereas, the Assignor, Jesper Limited, a comparrjporated under the laws of the British Virgiralslls (“Jesper Limited”) and
Modern Mind Technology Limited, a company incorgecaunder the laws of the British Virgin Islandslanwholly-owned subsidiary of
Jesper Limited (“Modern Mind”) have entered intMaster Loan Agreement dated as of July 12, 200 “(thaster Loan Agreement”), under
which the Assignor was willing to provide Modernmidia loan of US$62,821,354.16 in the form of a desin@ote on the terms and conditions
set forth herein and may be willing to provide Mod#lind with additional funds, should Assignor ta sole and absolute discretion decide
from time to time to provide additional funds;

Whereas, in accordance with the Master Loan Agre¢nbased on Modern Mind’s issued demand note fleguests, the Assignor has
provided a US$62,821,354.16 loan under Demand Nog@ dated July 29, 2004, a US$10,000,000.00 logemuthe Demand Note Loan da
November 4, 2004, a US$10,000,000.00 loan undeb#mand Note Loan dated December 15, 2004, a US$Q®M00.00 loan under tl
Demand Note Loan dated March 14, 2005, a US$2000®0 loan under the Demand Note Loan dated Ségted®, 2005, a
US$10,000,000.00 loan under the Demand Note Lotsddactober 25, 2006, a US$7,500,000.00 loan uh@eDemand Note Loan dated
August 4, 2008; accordingly, Modern Mind respedtiissued demand promissory notes at the amoudS$62,821,354.16 on July 29, 2004,
US$10,000,000.00 on November 4, 2004, US$10,000000th December 15, 2004, US$10,000,000.00 on Mb4cR005, US$20,000,000.00
on September 26, 2005, US$10,000,000.00 on OciKer006, US$7,500,000.00 on August 4, 2008;

Whereas, the Assignor, Modern Mind and ChipMOS TRICHOGIES (Shanghai) LTD. (“ChipMOS Shanghai”) hargered into a
Pledge Agreement dated as of July 12, 2004 (thedti®d Agreement”), under which Modern Mind agreeselcure the performance of all of its
obligations under the Master Loan Agreement andcdrlye aforesaid demand note(s) and therefordestempledge by way of a perfected first
priority security interest in favor of the Assigriarall of its right, title, interest and benefitsand to, whether now owned or hereafter acquired
by the Assignor and wherever located, (i) all & dguity interests of ChipMOS Shanghai that Modéimd holds and will hold (the “Pledged
Shares”), (ii) all rights and privileges of Modévfind with respect to the Pledged Shares, now ogihafter acquired, all proceeds, income and
profits hereof and all property received in addittbereto, in exchange or substitution therefone, @i) any other assets of the Modern Mind;

1



Whereas, in accordance with the Pledge Agreemehbgnvay of security for the performance of itsightions under the Pledge
Agreement, Modern Mind and ChipMOS Shanghai haspeetively executed a power of attorney to irrebbcappoint the Assignor to be its
attorney and in the name of Modern Mind or ChipM8&I&nghai, as the case may be, and on its behalsaitsgl act and deed, to sign, seal,
execute, deliver and perfect all documents anatalldacts and things deemed necessary or reagorelired by the Assignor for the
discharge of any of the obligations of Modern MordChipMOS Shanghai, as the case may be, undétiguge Agreement including without
limitation executing any documents which may beassary to transfer title to the Pledged Sharesnedjby the Pledge Agreement;

Whereas, under the Master Loan Agreement, Jespeted agreed to guarantee all of Modern Mind’s gdions under the aforesaid
Demand Note(s) and to pledge to the Assignor athefoutstanding Modern Mind Shares as securitgfich guarantee and to secure the
prompt performance of all of Jesper Limited’s obtigns under the Master Loan Agreement;

Whereas, notwithstanding the foregoing executeddg@édgreement, Modern Mind did not deliver the ktoertificates representing the
Pledged Shares to the Assignor, and any and tlleafegistration or acts necessary for creatingpemtkcting the pledge in accordance with
Pledge Agreement under applicable laws has neer te@mpleted and conducted;

Whereas, the Assignor wishes to assign, and thigiess wishes to assume, all rights and obligatafrike Assignor under the Master
Loan Agreement, and Pledge Agreement and the dausmalated thereto (“Related Documents”), sulli@t¢he terms and conditions herein.

NOW THEREFORE, in consideration of the mutual cam@s contained herein and other good and valuaisideration, the Assignor
and the Assignee agree as follows:
1. Interpretation

Unless the context requires otherwise, terms apdessions defined in the Master Loan Agreementfiadge Agreement shall have the
same meanings when used in this Assignment Agreemen

2. Assignment and Assumptior

The Assignor and the Assignee agree that with effieand from the date of the Closing (defined Wdhe Assignor assigns to the
Assignee, and the Assignee assumes, all of thésragid obligations of the Assignor under the Malstam Agreement and Pledge
Agreement.

The Assignee shall pay the consideration for thisignment Agreement at the amount of US$39,95(0908eans of wire transfer of
immediately available funds to the Assignor’s deatgd account at or prior to the Closing.
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3.2

CONDITIONS PRECEDENT TO COMPLETION
Conditions Precedent to Obligations of AssignElee obligation of the Assignee to close thisgssient is subject to the fulfillment, pr

to, or simultaneously with, Closing, of the followg conditions, any one or more of which may be edily the Assignet

(@)
(b)

(€)

(d)

(€)

the warranties under Section 5 provided by the gkssi remain true and correct in all material respea the Closing Dat

Consent and Acknowledgement of this Assignndgreement has been signed respectively by ModerndMiesper Limited and
ChipMOS Shangha

the Assignor has duly attended to, and carriedautorporate procedures that are necessary éatafg execution, delivery ar
performance of this Assignment Agreement and theratelated documents to which it is as a partgl, the transactions
contemplated hereby and there

all consents and approvals of, notices to dimdy$ or registrations with any governmental auityoor any other person required
pursuant to any applicable law or regulation of goyernmental authority to consummate the transasttontemplated under this
Assignment Agreement and related documents (textent that such transactions are to be completeat prior to the Closing
Date), shall have been obtained or made;

the Assignee’s investment in ChipMOS Shanglsiiares, if the Assignee decides to convert amstanding amounts under the
demand note under the Master Loan Agreement itd/kbdern Mind shares after the Closing of this gssient Agreement, has
been approved by the Investment Commission, MinistEconomic Affairs, ROC

Conditions Precedent to Obligations of the Assic. The Assignc's obligation to closing this transaction is subjedthe fulfillment,

prior to or simultaneously with Closing, of thelfaling conditions, any one or more of which maywsved by the Assigno

(@)
(b)

(©)

the warranties under Section 6 provided by thegkest remains true and correct in all material retspen the Closing Dat

the Assignee has duly attended to, and caaugdall corporate procedures that are necessaffeot its execution, delivery and
performance of this Assignment Agreement and atbleted documents to which it is as a party, aedrdnsactions contemplated
hereby and thereby; al

all consents and approvals of, notices to andgfiliar registrations with any governmental authasitany other person requir
pursuant to any applicable law or regulation of gnyernmental authority to consummate the transasttontemplated under this
Assignment Agreement and other related documemthét extent that such transactions are to bedloser prior to the Closing
Date), shall have been obtained or m:



4. CLOSING

4.1 Time. Closing shall take place when all the conditiprecedent set forth in Sections 3 (other than ticosélitions precedent that by th
terms cannot be fulfilled until the Closing) ar¢isfted or waived or, at such other time and plas¢he Parties may agrt

4.2 Actions at Closin¢. At Closing,

(@) the Assignor shall deliver to the Assignee agimal copy of each of Master Loan Agreement, Beedgreement, Related
Documents and copies of material documents an@gspondences related there

(b) the Assignee shall pay the consideration by waladfer of immediately available funds to an accaasignated by the Assigne

(c) the originals of Consent and Acknowledgemerthigf Assignment Agreement in the form substantisdit out in Annex 1 signed by
Modern Mind, Jesper Limited and ChipMOS Shanghalldtave been respectively delivered to the Assigimal Assignee; ar

(d) the Technology Transfer Agreement in the form sarislly set out in Annex 2 shall have been exatbtethe Assignor an
ChipMOS TECHNOLOGIES (Shanghai) LTI

5. Representations and Warranties of the Assignc
The Assignor hereby represents and warrants tA$sgnee that:
(&) itis a company limited by shares and duly incoaped and validly existing under the laws of therBeda;

(b) it has full power, authority and legal right, arldreecessary corporate action has been taken ier dodauthorize it to enter into tt
Assignment Agreemen

(c) the Master Loan Agreement and Pledge Agreementhegeith the Related Documents which it has deéideor will deliver to the
Assignee at the time of Closing is a completead, there have been no amendments thereto origagdhereof which the
Assignor has not made known to the Assigl

(d) (i) the Master Loan Agreement and Pledge Agesgrand the Related Documents are in full forceeffett, subject to any
necessary approvals of, and registrations andfilinith the governmental authority, (ii) the Assighas no defaults under the
Master Loan Agreement and Pledge Agreement or thedRelated Documents or defaults which rematuoed as of the date
hereof, (iii) the Assignor has not received anyicest of default from Modern Minc
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10.

(e) neither the Assignor’s rights under the Maktan Agreement, the Pledge Agreement and the Relzeeuments nor any part
thereof is subject to any assignment, pledge, tikarge or other encumbrance in favor of any gleeson prior to the date of this
Assignment Agreement; al

() there are no actions, suits or proceedings perdlitigreatened by or against it in connection witlagsing out of the Master Loz
Agreement, the Pledge Agreement and the Relatedeits.

Representations and Warranties of the Assigne
The Assignee hereby represents and warrants tagsignor that:
(&) itis a company limited by shares and duly incoaped and validly existing under the laws of the &#ig of China; anc

(b) it has full power, authority and legal right, arldreecessary corporate action has been taken ier dodauthorize it to enter into tr
Assignment Agreemen

Effective date and Termination

This Agreement shall become effective upon exeoltipboth parties and may be terminated by eithetyn or after October 31, 20!
by written notice to the other party if the Closimas not occurred on or prior to such date.

Notice of Assignment

The Assignor and the Assignee agree to give nofie@ssignment in the form substantially set ovdiimex 1 to Modern Mind, Jesper
Limited and ChipMOS Shanghai, and the Assignoihierragrees to procure the acknowledgement and mbosassignment from
Modern Mind, Jesper Limited and ChipMOS Shanghai.

Further Assurance

The Assignor agrees to execute any relevant docuamehdo any act or thing which the Assignee magoaably request with a view to
giving effect to the assignment contemplated utigisrAssignment Agreement.

Notices

Each notice, demand or other communication to bergor made hereunder shall be given or made itingrand delivered or sent to the
relevant party at its address or fax number sebelatw (or such other address or fax number aaddeessee has by five (5) days’ prior
written notice specified to the other party):

To the Assigno ChipMOS TECHNOLOGIES (Bermuda) LTI
Address: No.1, R&D Rd. 1, Hsinchu Science Parkwaai, R.O.C
Fax Number: +8€-3-5668981
Attention: S. K. Chel



To the Assigne: ThaiLin Semiconductor Cor|
Address: No.4, JenDe Road, FongShan Village, Hu
Township, Hsinchu County, Taiwan, R.O
Fax Number: +8€-3-5972042
Attention: Julia We

Any notice, demand or other communication so ademe$o the relevant party shall be deemed to hega belivered (a) if given or ma
by letter, when actually delivered to the relevasdress, and (b) if given or made by fax, whenatigped with electronic confirmation of
complete and error-free transmiss@rovided that, if such day is not a working day in the plézevhich it is sent, such notice, demand
or other communication shall be deemed deliverethemext following working day at such place.

11. Miscellaneous

(@) Law and JurisdictionThis Assignment Agreement shall be governed bg,@nstrued in accordance with the laws of theuRkp
of China. The Assignor and the Assignee agreeaimategal action or proceeding arising out of dating to this Assignment
Agreement may be brought in the Hsinchu Districu@@as the court of first instance and hereby moably submit to the non-
exclusive jurisdiction of such cou

(b) Entire AgreementThis Assignment Agreement and each of the Anreeattached hereto constitute the final agreememntdes the
parties, and represent the complete and exclutatensent of the parties’ agreement on the mattamtamed herein and therein. All
prior and contemporaneous negotiations, undersigadind agreements between the parties with reptet matters contained
herein and therein are superseded by this AssighAtgreement

(c) Severability. If any provision of this Assignment Agreementietermined to be invalid, illegal or unenforcealie, remaining
provisions of this Assignment Agreement shall remaifull force and effect, if the essential teramgl conditions of this
Assignment Agreement for each party remain validging and enforceabl

IN WITNESS WHEREOF, this Assignment Agreement hasrbexecuted on the date first above written.
6



The Assignor:
ChipMOS TECHNOLOGIES (Bermuda) LTD.

By:  /s/S.J.Chen

Name: S. J. Cheny
Title: Chairman and CE(

The Assignee
ThaiLin Semiconductor Corp.

By: /s/ Chang-Por Wu

Name: Chan¢-Por Wu
Title: Director



ANNEX 1
Notice of Assignment

[ ], 2011

To: Modern Mind Technology Limite
Jesper Limitec
ChipMOS TECHNOLOGIES (Shanghai) LTI

Re: Notice of Assignment in respect of the Master LoaAgreement and the Pledge Agreement dated July 120Q4

We refer to the Master Loan Agreement dated Ju)\2024 entered into by ChipMOS TECHNOLOGIES (BeraudTD. (the “Assignor”),
Jesper Limited (Jesper”) and Modern Mind Technology Limited (Modern Mind ") and the Pledge Agreement among Modern Mind,
Assignor and ChipMOS TECHNOLOGIES (Shanghai) LTibe(“ Master Loan Agreement and Pledge Agreemen). Unless otherwise
defined in this notice, capitalized terms used imeshall have the same meanings given to the terrtiee Master Loan Agreement and Pledge
Agreement.

We hereby give you notice that, by an assignmetitaasumption agreement dated April 22, 2011 (#ksignment Agreement’) made
between the Assignor and ThaiLin Semiconductor C@he “Assignee”), the Assignor has assigned and the Assigneassismed, all of the
rights and obligations of the Assignor under thestdaLoan Agreement and Pledge Agreement;

As from the date of this notice, all notices anigdeotcommunications to the Assignee under the Masten Agreement and Pledge Agreement
shall be sent to the following address and fax renstb

ThaiLin Semiconductor Corp.

Address: No.4, JenDe Road, FongShan Village, HuRmwnship, Hsinchu County, Taiwan, R.O.C.
Fax Number: +886-3-5972042

Attention: Julia Wei

You are requested to sign the Acknowledgement andd@isent of this notice enclosed herewith and returthe same to the Assignor and
the Assignee.



The Assignor:

ChipMOS TECHNOLOGIES (Bermuda) LTD.

By:
Name: S. J. Cheny
Title: Chairman and CE(

The Assignee:

ThaiLin Semiconductor Corp.

By:
Name: Chan¢-Por Wu
Title: Director

Acknowledgement and Consent

We acknowledge receipt of this notice and consetti¢ assignment and the terms of this notice.

Modern Mind Technology Limited

By:
Name: Tung Sit-Lan, Ponti
Title: Director

We acknowledge receipt of this notice and consettie¢ assignment and the terms of this notice.

Jesper Limited

By:
Name: Tung Sit-Lan, Ponti
Title: Director

We acknowledge receipt of this notice and consetti¢ assignment and the terms of this notice.

ChipMOS TECHNOLOGIES (Shanghai) LTD.

By:
Name: Charles Chu-Ming, Cheng
Title:  Chairman




Confidential
ANNEX 2
TECHNOLOGY TRANSFER AGREEMENT

This Technology Transfer Agreement (this “Agreerieistmade and executed as of this[ ] day of [ ], 2011, by and between ChipMOS
TECHNOLOGIES (Bermuda) LTD., a company incorporateder the laws of Bermuda, and having its prinaiffice of business located at
Canon’s Court, 22 Victoria Street, Hamilton HM Birmuda. (hereinafter referred to as “ChipMOS Bataily and ChipMOS
TECHNOLOGIES (Shanghai) LTD., a company incorpadatader the laws of the People’s Republic of CHfff&RC"), and having its
principal office of business located at 9688 Somgee., Qingpu Industrial Zone, Shanghai, Chinaréhefter referred to as “ChipMOS
Shanghai”)

(Each of ChipMOS Bermuda and ChipMOS Shanghai sleatkferred to individually as a “Party” or collieely as the “Parties.”)

WHEREAS, ChipMOS Bermuda and ChipMOS Shanghai leaaered into a Technology Transfer Agreement daseof August 1, 2002,
under which ChipMOS Bermuda transferred certaihnetogies for the package assembly and testingadémand semiconductor products it
controls to ChipMOS Shanghai and ChipMOS Shangbtgined such said technologies from ChipMOS Bermuda

WHEREAS, ChipMOS Bermuda controls certain techn@sdor the package assembly and testing of wafdrseamiconductor products;
WHEREAS, ChipMOS Bermuda has the right and desade®ntinue transferring the aforesaid technologeShipMOS Shanghai; and

WHEREAS, ChipMOS Shanghai wishes to continue olbgifrom ChipMOS Bermuda, and ChipMOS Bermuda wasteetransfer said
technologies, and provide technical support andggling services to ChipMOS Shanghai.

NOW, THEREFORE, in consideration of the represémat warranties and covenants herein, and for ggbed and valuable consideratic
the receipt and sufficiency of which is hereby amktedged, the Parties agree as follows:

1
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11

1.2

13

1.4

15

Article | Definitions

“Confidential Information” shall mean all infoation that is disclosed to a Party by the othetyHa connection with this Agreement
that is conveyed (a) in written, graphic, machieadable or other tangible form and conspicuouslsketh“confidential,” “proprietary”
or in some other manner to indicate its confidémtzure; or (b) orally, provided that such infotina is designated in writing as
confidential or proprietary within thirty (30) dag$ such oral disclosur

“Effective Date” shall mean the date (i) on @lhthe relevant Governmental Authority grant theassary approvals or registration for
the purpose of giving effect to or official regation of this Agreement, or (ii) August 1, 2012 igitever is later

“Governmental Authority” shall mean the goveemnagencies involved with the approval or regigiraof technology transfer and
license hereof

“Improvement” shall mean any modifications, improvements, chawgekerivative works to the Licensed Technologyshrécal
Documentation or Service

“Licensed Produc” shall mean all products using the Licensed Teclgyland assembled and tested at facilities of Clog
Shanghai
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1.6 “Licensed Technolo¢’ shall mean, collectively, Patents and Ki-How which are licensed or provided pursuant totémms of this
Agreement, and are necessary for package assemtagting of semiconductor products which is cdfgtbby ChipMOS Bermuda as
of the date of this Agreement. The Licensed Teabgpls exclusively set forth in Annex I. For purpef this Agreement, (a) “Patents”
means all patent rights and all right, title aniast in all patent applications and patentsdoeson them, all letters patent or equivalent
rights and applications, including any reissuegpston, division, continuation or continuation-iarpapplications throughout the world,;
(b) “Know-How” means all technical information (ilecling but not limited to technical data or spemfions, drawings, engineering
information, process or production information,naas, information on compositions of matter, teghas or methods, software or
computer programs, and proprietary tools) relabetthé package assembly or testing of semicondpectatucts, which is available at
ChipMOS Bermuda as of the date of this Agreerr

1.7 “Service” shall mean technical support or consulting servigikipMOS Bermuda tenders to ChipMOS Shanghai utideAgreement

1.8  “Subsidiary” shall mean any company, partngrsjoint venture, or other entity which directlyiadirectly controls, is controlled by or
is under common control with a Party. Control shadlan the possession of more than fifty percer®{5éf the voting stock or the
power to direct or cause the direction of the managnt and policies of the controlled entity, whetheough the ownership of voting
securities, by contract or otherwise, but onlydordong as such control exis

1.9 “Technical Documentation” shall mean all draggndata, charts, graphs, procedure books, opemaigmuals and data, technical
processes and other tangible technical literaheegssary for the package assembly or testingeafemiconductor products, which is
controlled by ChipMOS Bermuda as of the date of tjreement

1.10 “Ternm” means the effective term of this Agreem:
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2.1

2.2

3.1

3.2

3.3

Article Il Technology Transfer

ChipMOS Shanghai agrees to acquire from ChipNB®@nuda, and ChipMOS Bermuda agrees to transf€éhtpMOS Shanghai the
Licensed Technolog)

The Parties agree that the transfer of thensied Technology shall be implemented by way ofvde}i of Technical Documentation and
provision of technical support and consulting segsiin accordance with this Agreement. The Paatikaowledge and agree that the
nature of the transfer hereunder shall be thatafitgof license under the Licensed Technology withitansferring the title or ownerst
thereof, and the Licensed Technology shall rentaéreixclusive and proprietary property of ChipMOSrBeda at all times and for all
purposes

Article 11l Consideration

In consideration for the transfer of Licensetfinology and the license granted under Articlaa®6, ChipMOS Shanghai shall pay
ChipMOS Bermuda the lump sum license fee in theuarhof US$ [,,.]

Payments by ChipMOS Shanghai to ChipMOS Bermudéaodbe transferred and shall be made to the foligviiank account ¢
ChipMOS Bermuda (unless written notice of changgiven by ChipMOS Bermuda or otherwise indicate€impMOS Bermuda’s
relevant invoice)

BENEFICIARY: CHIPMOS TECHNOLOGIES (Bermuda) LTD.

ACCOUNT NO.: 1069-694-008309

BENEFICIARY’'S BANK: TAIWAN COOPERATIVE BANK
OFFSRB BANKING BRANCH

BANK ADDRESS: No. 23 Chung Cheng Road, Hsinchuwa

SWIFT CODE: TACBTWTP106

THRU BANK: CITIBANK N.A NEW YORK

(SWIFT CODE: CITIUS33)

Payment of the lump sum license fee set forthrticle 3.1 shall be made by installments by GhS Shanghai to ChipMOS Bermuda
at US$ [,,] on the last day of each quarter dutirgterm of this Agreemer

4
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4.1

4.2

4.3
4.4

4.5

5.1

Article IV Delivery of Technical Documentation

ChipMOS Bermuda shall deliver the Technical Docutaton to ChipMOS Shanghai in accordance with dtedule to be agreed up
by the Parties

Unless the nature of the Technical Documemtdi&ing delivered requires a physical delivery Tahnical Documentation shall be
delivered by electronic means with encryptionhe éxtent permissible under the applicable lavatber due safeguard for the
transmission with necessary assistance from Chipl8B&hghai

In the case of physical delivery of Technical Doemtation, the delivery shall be made at the rigkexpense of ChipMOS ShangF

In the case of electronic transfer, ChipMOS Bermsiu| give an advance notice to ChipMOS Shanghsiich transmission, and w
maintain records of the data replicated; and ChigvEhanghai shall inform ChipMOS Bermuda of recefguch data within three
days from receip!

ChipMOS Shanghai shall be responsible for maimagi@ database compatible with ChipMOS Bern's system for ensuring tt
security of the data, and for controlling acces#tbgmployees

Article V Services

ChipMOS Bermuda shall provide Services to ChHgB/Shanghai in accordance with this Agreement.Séheices may include, but not
limited to, support and advice regarding implemgoteof transfer of Licensed Technology and troshkmoting. The Services are
intended to assist ChipMOS Shanghai in achievingaatier time-to-market, implementation superigragvance information on
technology trends, in connection with the Licen$edhnology and the Licensed Products. Notwithstamttie foregoing, the specific
amount and type of the Services and the resourtended by ChipMOS Bermuda to render the Servicali be mutually agreed to by
the relevant parties from time to tin
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5.2  During the stages of implementation of transfetioknsed Technology at the facilities of ChipMOSa8ghai, ChipMOS Bermuc
shall, by the request of ChipMOS Shanghai, dispiscéngineers to provide on-site Services by wagiving instruction and guidance
to the staff of ChipMOS Shanghai with respect ® lticensed Technology. The period of Services $falo longer than 6 months fr
the Effective Date

5.3  During the Term, ChipMOS Bermuda shall provide dfffesite Services during its normal business hours éthods of of-site
communication including electronic mail, facsimitansmission, and telephone communicat

5.4  During the Term, ChipMOS Bermuda shall send tecrégperts to the facilities of ChipMOS Shanghataory out training program
prescheduled and agreed by the Parties. The trainimgyam will be designed by ChipMOS Bermuda with gloal to have the techni
staff of ChipMOS Shanghai familiarize with the ogton of the Licensed Technology, and the packagerably and testing of the
Licensed Product:

5.5 ChipMOS Shanghai shall provide ChipMOS Bermuda &lthhe necessary assistances facilitating theigian of the Services k
ChipMOS Bermuda. The Parties shall designate tespective coordinators for the transfer of Licen$echnology and provision of
the Services
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6.1

7.1

7.1.1

Article VI License

Subiject to the terms and conditions of thise&gnent, ChipMOS Bermuda hereby grants to ChipMCeh@lai a non-exclusive, non-
transferable right and license (without the righgtant sublicenses) (“License”) within the temjtof the People’s Republic of China
(exclusive of its independent customs regions) utfteLicensed Technology to package, assemble neke, use, develop, import,
sell, lease and otherwise dispose of any kind oéhsed Products. ChipMOS Shanghai shall not transfassign the License nor shall
have the rights and licenses under this Agreemantised or enjoyed by any third party. The Licesisall be valid for the Term unless
terminated earlier under Sections 13.2 and !

Article VII Improvements

All Improvements made after Effective Date jbir(provided that the features of such improvemeaméssuch that it is impossible to
separate them for the purpose of applying for ¢aioing the relevant patent protection) by one oreremployees of ChipMOS
Shanghai, as applicable, with one or more emplogé&hipMOS Bermuda (including ChipMOS Bermuda’spoyees seconded or
assigned to work at facilities of ChipMOS Shangis&ll be jointly owned by ChipMOS Shanghai, asliapple, and ChipMOS
Bermuda, and each of them shall have the righs&osuch jointly owned Improvements, subject toftflewing conditions:

ChipMOS Shanghai and ChipMOS Bermuda shall eack tayright to grant licenses (including the rifgittany licensee to gra
sublicenses) to third party (unless such thirdypigrs competitor of ChipMOS Bermuda) without comgetion to the other party and/or
their employees, and necessary consent is hergbp by the other party for the granting of suckriges as may be required by the law
of any country; an



7.1.2 The expenses and costs in procuring and aiiing the intellectual property protection for fbetly owned Improvements shall be

7.2

7.3

7.4

8.1

equally shared by ChipMOS Shanghai and ChipMOS BdanChipMOS Shanghai and ChipMOS Bermuda shadleagthether to
apply for patent or other appropriate protectiod,ahso, which party shall prepare and prosecutd spplication and in which
countries corresponding applications shall be fdad by whom

The Improvements solely made by the employéagarty shall be solely owned by that party. Gh@S Shanghai and ChipMOS
Bermuda agree to keep secret and confidentialnipedvements solely made by or jointly made withabiger party

During the Term, ChipMOS Shanghai shall noBfyipMOS Bermuda of Improvements it has made. Ifltherovements are solely
owned by ChipMOS Shanghai, ChipMOS Shanghai slahtgChipMOS Bermuda an unrestricted, non-exclygivey paid-up, royalty-
free, worldwide and perpetual right and licenselihe right to grant sublicenses) under such pait@nother intellectual properties
arising therefrom, to use, make, have made, deyabe developed, sell, import, lease and otherdisggose of semiconductor prodt
and to use any apparatus and/or material and attyosh@and/or process in the manufacture of suchymtsc

During the Term, ChipMOS Bermuda shall grant topbhDS Shanghai n-exclusive right and license under the Improvemsatsly
owned by ChipMOS Bermuda at terms and conditiorisetagreed upon by ChipMOS Shanghai and ChipMO&8da.
Article VIII Expenses and Taxes

ChipMOS Shanghai shall be responsible for all egpsrincurred by ChipMOS Shanghai or ChipMOS Bernindalation to the
transfer of the Licensed Technology and provisibthe Services

8
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8.2 ChipMOS Shanghai shall be responsible to pay alliegble taxes, levies, duties, similar governmkctiarges of any type or nature
connection with this Agreement under the tax lang @egulations, and penalties and interest of ARy (“Imposts”). ChipMOS
Bermuda shall be responsible to pay all applicébigosts in connection with this Agreement on thsidaf its net income under tax la
and regulations of Bermuda or other jurisdictioilé payments and consideration payable to ChipM@®nuda hereunder shall be ne
any Imposts. The Parties will consult each other @operate in minimizing any applicable Impostggtde by the Partie:

Article IX Warranties

9.1 ChipMOS Bermuda represents and warrants

(i) ChipMOS Bermuda has the requisite power anti@itly to enter into this Agreement and to perfatsrobligations hereunder; and this
Agreement has been duly authorized and is enfoleegdon the Effective Date against ChipMOS Bermindaccordance with its terms;
(i) ChipMOS Bermuda has the right to transfer theensed Technology and to grant the License; and

(iii) The Licensed Technology and Technical Docutaéion to be transferred hereunder shall be pravalean “AS IS” basis and shall be the
same in both scope and contents as those avaiaBleipMOS Bermuda on the date of this Agreemend; a

9.2 ChipMOS Shanghai represents and warrants

(i) ChipMOS Shanghai has the requisite power aridaaity to enter into this Agreement, to receive tights and licenses granted herein, and
to perform its obligations hereunder upon the BifecDate;
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(ii) This Agreement has been duly authorized arehferceable against ChipMOS Shanghai upon thectiffeDate in accordance with its
terms;

(iii) ChipMOS Shanghai shall use the Licensed Tedbgy on the Licensed Products only; and

(iv) ChipMOS Shanghai, by execution hereof, ackmalgkes, covenants and agrees that it has not beeceid in any way by ChipMOS
Bermuda or its employees to enter into this Agregirend further warrants and represents that festconducted sufficient due diligence
investigation with respect to Licensed Technolagyli respects, including without limitation, theghl status and the technical effectiveness
thereof; and (b) ChipMOS Shanghai has adequate leniow and expertise, or has utilized knowledgeekiesrt consultants, to conduct the
diligence investigation.

9.3  Nothing contained in this Agreement shall be caresiras a warranty or representation that the psissesr use of any Licenst
Technology or Technical Documentation provided uridiss Agreement and/or the manufacture, salegle#se or other disposition of
systems, apparatus, material, processes, cirdets;es, software and products hereunder will be from infringement of intellectual
property rights of third partie

9.4 ChipMOS Bermuda makes no representation or war@ntp the condition or accuracy, sufficiency dtaility for ChipMOS
Shanghai’s use of any Licensed Technology, TechBioaumentation or Services provided under thise®gnent, or for the quality or
successful manufacture of any product or procesterhareunder, nor does ChipMOS Bermuda assumesapgnsibility or liability foi
any costs, losses or damages, whether indirecsegmential or incidental, which might arise ouCtipMOS Shanghai’s possession or
use thereo

10
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9.5

10.1

10.2

ChipMOS Shanghai, by execution hereof, acknowledgelsagrees that all representation and warramigeke, or obligations
responsibilities and liabilities assumed by ChipMBSmuda under the Joint Development Agreement raadeexecuted by and
between ChipMOS TECHNOLOGIES INC. and ChipMOS Bedaon January 1, 2007 (“Master Agreement”) shagllam ChipMOS
Shanghai as if it were assuming the contractuatipnsof ChipMOS Bermuda as a Licensee under thetbtaAgreement. ChipMOS
Shanghai further agrees to be bound by the Masiezement, and that ChipMOS TECHNOLOGIES INC. shalh third party
beneficiary of this Agreement and shall have thmeseghts and privileges (but not the obligationd &abilities) as those of ChipMOS
Bermuda hereunder and may exercise such rightpravittges directly to ChipMOS Shangh

Article X Indemnification

Each Party (the “Indemnifying Party”) shalli@mnify and hold the other Party (the “Indemnifiearty”) and its directors, officers,
employees, agents and consultants (“IndemnifieddPs’’) harmless from and against any and all damaggses, claims, expenses,
costs (including reasonable attorneys’ fees aightibn or arbitration costs) or other liabilitycurred by the Indemnified Party and
Indemnified Persons, arising out of or relatin@iy breach of a representation, warranty or covenfathe Indemnifying Party under
this Agreement. Provided that the Indemnified Pahll provide to the Indemnifying Party prompttten notice of any such claim for
which indemnification is sought and shall furtheoyide reasonable cooperation in the defense dmdlated settlement negotiations
thereof. The Indemnifying Party shall have the tighcontrol the defense of a claim for which indefigation is sought hereunder,
Notwithstanding any of the foregoing, the IndenedfiParty shall have the right, in its absoluterdison and at its sole cost, to emp
attorneys of its own choice in the defense of stlahm. The indemnification liability of either Pgrhereunder shall in no event exceed
the consideration for transfer of the Licensed Tetbgy as described in Section &

ChipMOS Shanghai agrees to maintain liability imsure coverage on the Licensed Products consistdnsaund business practic

11
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Article XI Third Parties Claim

11.1 In case of a third party’s infringement clalirected to the use of Licensed Technology, Tedimocumentation or Services, or the
manufacture or sales of the Licensed Products (tilAarty Claim”), the Parties agree to cooperaltg fuith each other. At the request
and expense of the Party being subject to the Trardy Claim, the other Party shall provide necgsassistance and permit access t
personnel, records, papers, and information nepessathe defense thereof. The assistance andgsagrevided by either Party
hereunder shall be the sole and exclusive obligatfahat Party with respect to the Third Partyi@le

Article XII Confidentiality

12.1 The Licensed Technology and Technical Docuatiemt shall be deemed as Confidential Informatmmall purposes and at all times.
Notwithstanding the above, information shall notdeemed confidential if it is proved with conclusievidence, which (i) is or becorr
generally known to the public through no unlawfal ar fault of the receiving Party; (ii) was knowmthe receiving Party at the time of
disclosure; (iii) is disclosed with the prior wett approval of the disclosing Party; (iv) was inelegiently developed by the receiving
Party without any use of or reference to the Carfidhl Information of the disclosing Party; or fgcomes known to the receiving Ps

from a source other than the disclosing Party withweach of this Agreement and not subject toidentiality duty.

12
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12.2

12.3

12.4

12.5

Each Party agrees that it shall not use or disdtms@y person or entity the Confidential Informatiof the other Party, except that e
Party may (a) use the Confidential Informationhaf bther Party to carry out the activities expgepsirmitted hereunder, (b) disclose
Confidential Information of the other Party to teqsersons who have a need to know such Confidénf@imation in order to carry out
the activities expressly permitted hereunder orabieti the receiving Party and who are bound byfickemtiality obligations no less
stringent than those contained herein, and (c)atisdhe Confidential Information as required bgigial order or other legal obligation,
provided that, in such event, the Party subjesuith obligation shall promptly notify the other ®&p allow intervention (and shall
cooperate with the other Party) to contest or mirénthe scope of the disclosure (including appiicafor a protective order). Each
Party agrees to take precautions to prevent unemétbdisclosure or use of the Confidential Infotima of the other Party, and such
precautions shall be consistent with the precasti®d to protect the receiving Party’s own comfiidé information of like
significance, but in no event less than the casga@sed by a reasonable business person in thegtimt of its valuable confidential
information. In the event that a receiving Pargries or has reason to believe that any person wbhd&d access to the Confidential
Information of the other Party has violated or intte to violate the terms of this Agreement, theirgog Party shall immediately notify
the other Party and shall cooperate with the dBaety in seeking any relief against any such peesanolation.

All Confidential Information of a disclosing Parghall remain the sole property of such disclosiagy? Upon the termination of th
Agreement, or at any time the disclosing Party ieguthe receiving Party shall return the Conftégrnformation of the other Party
and not keep or retain any copies of the othery’s Confidential Informatior

ChipMOS Shanghai shall not disclose or putdithe existence or the terms of this Agreemenhawi the prior written consent of
ChipMOS Bermuda

ChipMOS Shanghai shall procure I-disclosure undertakings from its employees haviggss to the Confidential Information
ChipMOS Bermuda on a need-to-know basis. The tefrtise non-disclosure undertaking shall be no #ssgent than those contained
herein. ChipMOS Shanghai shall provide to ChipMQSrBuda list of the foregoing employees and copig¢seonon-disclosure
undertakings, and shall update the list in a tinm&nner

13
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12.6

12.7

13.1

In the event of any unauthorized disclosure oraisehipMOS Bermud's Confidential Information by any of ChipMOS Shaai’s
employees (in such case, it shall be deemed aatigcinlby ChipMOS Shanghai), ChipMOS Bermuda shalehthe right to commence
legal proceedings directly against such employeé,saich direct claim shall be addressed and gramtim non-disclosure undertaking
executed by ChipMOS Shanghai’'s employees. The dasiifigit would be suffered by ChipMOS Bermuda asalt of a breach of the
provisions of this Article Xl may not be calculabdnd that an award of a monetary judgment for sumteach would be an inadequate
remedy. Consequently, ChipMOS Bermuda shall hageitht, in addition to any other rights it may bato obtain, in any court of
competent jurisdiction, injunctive relief or th&dito restrain any breach or threatened breachyopeovision of this Article XII or
otherwise to specifically enforce any of the praxis hereof. In the event of ChipMOS Shanghai’sibhe(including the breach by its
employees) of any of the provisions of this Artigle, ChipMOS Shanghai agrees to pay ChipMOS Beranligliidated damages in the
amount of US$ 1,000,000 for each such breach. Ttessedies are in addition to any other remedyuiticlg, without limitation, the
recovery by ChipMOS Bermuda of its actual damagesxcess of the liquidated damages, available tpNDBS Bermuda

The confidentiality obligations of the Parties ahdir employees shall survive the termination quigation of this Agreemen

Article XIIl Term and Termination

This Agreement and the License shall come intoefant the Effective Date and shall remain in futcland effect for ten (10) yee
from Effective Date, unless and until earlier tarated hereunde

14
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13.2

13.3

13.4

Each Party may terminate this Agreement by deligeviritten notice to the other Party in the evéiatit (i) the other Party material
breaches this Agreement and, to the extent sucthrie curable, fails to cure such breach withn(k0) days following the date the
breaching Party receives written notice from the-bceaching Party describing such breach; (ii)atheer Party materially breaches this
Agreement and such breach is not curable; (iii¢titipn for the other Party’s bankruptcy has bakdfand is not discharged within
thirty (30) days, whether voluntary or involunta(i) an assignment of the other Party’s assetsade for the benefit of creditors;

(v) the appointment of a trustee or receiver is enadtake charge of the other Party’s businesarigrreason; (vi) the other Party
becomes insolvent or ceases to conduct busingks imormal course. For purposes of this SectioR, Ehy breach of Articles VI and
XIl, Sections 9.2 (iii), and 16.5 shall be deemadrecurable breact

This Agreement and the License shall automiftiterminate upon: (i) the board of directorsGifipMOS Shanghai passes the
resolution of winding up ChipMOS Shanghai; (ii)ntenation of the Master Agreement for whatsoevesoes; or (iii) ChipMOS
Shanghai ceases to be a SUBSIDIARY controlled bipKabS Bermuda as defined in Section 1.9 of the Eladgreement, provided,
however, that ChipMOS Bermuda shall refund ChipMOS Shantifeproportionate consideration in Section 31itlfi@ remaining
Term of the License. Upon the termination of thirdement and receipt of the foregoing proportionafiend of consideration,
ChipMOS Shanghai shall cease to use any of Licemselnology or Technical Documentation, unlessmitee authorized by
ChipMOS Bermuda

Notwithstanding the foregoing, the termination mpieation of this Agreement shall not relieve eitRarty of any liability or obligatio
that accrued prior to such termination or expirat

15
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141

14.2

14.3

14.4

14.5

Article XIV Arbitration

All matters, questions, disputes, differermeslaims arising between the Parties as to (ieffiect, interpretation or application of this
Agreement, (ii) their respective rights, dutiediabilities hereunder, or (iii) any act, mattertbing arising out of or in connection with
this Agreement (the “Difference”), shall first besplved through friendly negotiations between tagi®s. Such negotiations shall
commence within a period of seven (7) working dafythe issue of notice (the “Notice”) in writing lmne Party to the other Party (the
“Notified Party’) calling for the same

In the event that such negotiations fail to resdheeDifference within a period of fo-five (45) working days from the date of receip
the Notice by the Notified Party, such Differenbalsbe finally settled by and pursuant to Hong Earbitration Law and the rules of
the Hong Kong International Arbitration Center ipitrator(s) appointed in accordance with the dighéd rules of such arbitration
body. The arbitration proceedings shall be condlitteHong Kong and in the English langua

Unless otherwise provided herein, the Parties $featbsponsible for the payment of their respeaosts in connection with ar
arbitration proceeding

The existence of a Difference between the Pargestb, or the initiation or continuance of any agtiion proceedings referred to abo
shall not delay or otherwise postpone the perfoimaaf the undisputed obligations of the Partiegtoeand the arbitrator shall take full
cognizance and give due consideration to such pe#ce, if any, in the making of the final awe

The arbitral award shall be final and bindamgthe Parties, and the judgment thereon may likered by any court having jurisdiction
thereof or application may be made to such courjufdicial recognition of the award or an ordereaforcement, as the case may be. In
the event that the arbitral award or judgment rezdi¢hereon is entered by a court of competergdiciion for judicial recognition or ¢
order of enforcement, the Parties shall waive fatheir rights to object thereto insofar as peribigsunder the applicable lawn

16
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151

16.1

Article XV Force Majeure

No Party shall be held liable or responsible todtreer Party for failure or delay in fulfilling grerforming any obligation under tF
Agreement if such failure or delay is caused byoastor events which are beyond the reasonablealmfitthe affected Party, the effect
of which is to prevent or interfere with that Pastgerformance hereunder, including, without lirtita, (i) any natural disasters or
public enemy, fire, explosion, accident, embargarmy other circumstances of like or different ettaer commonly referred to as force
majeure; or (i) interruption of or delay in tramsfation or shortage or failure of supply of maa&yior equipment, breakdowns, strikes,
or other labor strike from whatever cause arisordjii) compliance by either Party with any vabdder, action, directive, or request of
any governmental official, department, agency,utharity. Each Party agrees to give the other Rantynpt written notice of the
occurrence of any such condition and the extenthich the affected Party will be unable to fullyrfmem its obligations hereunder.
Each Party further agrees to use all reasonabteteto correct such conditions as quickly as fdesind to give the other Party prompt
written notice when it is again fully able to perfosuch obligation, provided that, in the evenswéh prevention or delay as aforesaid,
the Parties hereto, instead of exercising the a&itdeoption, may consult with each other in ordemutually determine the course of
action to be taken, in order to minimize the efeaftsuch prevention or delay and continue theatjmar of this agreemer

Article XVI General Provisions

This Agreement shall be governed by and interpretegtcordance with the laws of Hong Kong Specidindnistrative Region withot
giving effect to its conflict of laws principle

17
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16.2

16.3

16.4

16.5

16.6

Should any provision of this Agreement or the aggilon of such provision to any person or circumstabe held invalid, the remainc
of this Agreement or the application of such primrigo persons or circumstances other than thoadich it is held invalid shall not be
affected thereby

No alteration, amendment, waiver, cancellationryr @ther change in any term or condition of thige&ement shall be valid or bindii
on either Party unless the same shall have beemathutissented to in writing by both Parti

The failure of either Party to enforce at any tiamy of the provisions of this Agreement, or théuf@ to require at any time performa
by the other Party of any of the provisions of thggeement, shall in no way be construed to beeagnt or future waiver of such
provisions, nor in any way affect the right of eittParty to enforce each and every such provisiereafter. The express waiver by
either Party of any provision, condition or requilent of this Agreement shall not constitute a wadfeany future obligation to comply
with such provision, condition or requireme

Unless otherwise provided herein, ChipMOS Shanghall not assign, sell, transfer, delegate or ettser dispose of, wheth

voluntarily or involuntarily, by operation of lawr otherwise, this Agreement or any or its righteluding, without limitation, the
License) or obligations under this Agreement withthie prior written consent of ChipMOS Bermuda, ethconsent may be withheld
ChipMOS Bermuda’s sole discretion. Any purportesigsment, sale, transfer, delegation or other disiom of this Agreement or the
License, except as permitted herein, shall beandlvoid. Subject to the foregoing, this Agreensdatll be binding upon and shall inure
to the benefit of the Parties and their respectivexessors and permitted assi

All notices, requests and other communications uttde Agreement shall be in writing and shall leehed to have been duly given
delivered by hand, at the time of receipt or, ifntounicated by cable or similar electronic meanghatime receipt thereof has been
confirmed by return electronic communication omsilgthat the message has been clearly receivédnoailed, seven (7) days after
mailing, registered airmail return receipt requésteith postage prepai

18
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16.7

16.8

16.9

In case of ChipMOS Bermuda:

Contact person: S. K. Chen

Title: Chief Financial Officer

Address: No.1, R&D Rd. 1, Hsinchu Science Parkwaai, R.O.C.

In case of ChipMOS Shanghai:

Contact person: Carl Lei

Title: Vice President

Address: 9688 Songze Ave., Qingpu Industrial Z&tenghai, China

Provided, however, that if a Party shall have desligd a different address by notice to the othetlyPen to the last address so
designated.

The terms and conditions of this Agreemenstitute the entire agreement between the Parti@s@persede all previous agreements
and understandings, whether oral or written, betmibe Parties hereto with respect to the subjettiemiereof. Unless specifically set
forth in this Agreement, no representations, waresror covenants have been made, assumed or agrbgdhe Parties and no agent
of the Parties has been authorized to make or agraey such representations, warranties or covsr

The captions or headings of the Articles &f Agreement are for reference only and are nbetoonstrued in any way as part of this
Agreement

This Agreement shall be in English. All comnmations and notices to be made or given pursuetttis Agreement shall be in the
English language

19
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16.10 This Agreement may be executed in any number oftesparts, each of which shall be an original,dubf which together sha
constitute one and the same instrument. A Party aediyer this Agreement by transmitting a facsinufehis Agreement signed by
such Party to the other Party, which facsimile atgre shall be deemed an origir

(Signatures on following page.)

20
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IN WITNESS WHEREOF, the Parties have executedAlgieement and caused their respective corporate ebe affixed by their officers
thereunto duly authorized as of the day and yestriiiritten above.

ChipMOS TECHNOLOGIES (Shanghai) LTI

By:

Name: Charles Chi-Ming, Cheng

Title: Chairmar

ChipMOS TECHNOLOGIES (Bermuda) LTI

By:
Name: S. J. Cher
Title: Chairman and CE!
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Name

List of Principal Subsidiaries

Place of Incorporation

Exhibit 8.1

ChipMOS TECHNOLOGIES INC

MODERN MIND TECHNOLOGY LIMITED
ChipMOS TECHNOLOGIES (Shanghai) LTI
ThaiLin Semiconductor Cor|

Republic of Chine

British Virgin Islands
Peopl¢s Republic of Chini
Republic of Ching



Exhibit 12.1
CERTIFICATIONS
I, Shih-Jye Cheng, certify that:
1. | have reviewed this annual report on Form 28f-EhipMOS TECHNOLOGIES (Bermuda) LTD.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the company as of, andtffierperiods presented in this report;

4. The company’s other certifying officer(s) anaré responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the company and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatebsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Designed such internal control over financiglaring, or caused such internal control over foiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c¢) Evaluated the effectiveness of the compamsclosure controls and procedures and preséntad report our conclusions ab
the effectiveness of the disclosure controls andgualures, as of the end of the period coveredibyéport based on such evaluation; and

d) Disclosed in this report any change in the camfsinternal control over financial reporting thatcurred during the period
covered by the annual report that has materiafcefd, or is reasonably likely to materially atfdbe company’s internal control over
financial reporting; and

5. The company’s other certifying officer(s) anablve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the company’s auditors and the acamlihmittee of company’s board of directors (or pessperforming the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which
are reasonably likely to adversely affect the comyfsability to record, process, summarize and refigancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the company’s
internal control over financial reporting.

Date: June 3, 2011

/s! Shir-Jye Cheng
Name: Shih-Jye Cheng
Title: Chairman and Chief Executive Officer




Exhibit 12.2
CERTIFICATIONS
I, Shou-Kang Chen, certify that:
1. | have reviewed this annual report on Form 28f-EhipMOS TECHNOLOGIES (Bermuda) LTD.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the company as of, andtffierperiods presented in this report;

4. The company’s other certifying officer(s) anaré responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the company and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatebsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Designed such internal control over financiglaring, or caused such internal control over foiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c¢) Evaluated the effectiveness of the compamsclosure controls and procedures and preséntad report our conclusions ab
the effectiveness of the disclosure controls andgualures, as of the end of the period coveredibyéport based on such evaluation; and

d) Disclosed in this report any change in the camfsinternal control over financial reporting thatcurred during the period
covered by the annual report that has materiafcefd, or is reasonably likely to materially atfdbe company’s internal control over
financial reporting; and

5. The company’s other certifying officer(s) anablve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the company’s auditors and the acamlihmittee of company’s board of directors (or pessperforming the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which
are reasonably likely to adversely affect the comyfsability to record, process, summarize and refigancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the company’s
internal control over financial reporting.

Date: June 3, 2011

/s/ Shol-Kang Chen
Name: Shot-Kang Chen
Title: Chief Financial Officer




Exhibit 13.1

ChipMOS TECHNOLOGIES (Bermuda) LTD.
CERTIFICATION

Pursuant to 18 U.S.C. 81350, the undersigned, $fel=heng, Chairman and Chief Executive Office€CbiipMOS TECHNOLOGIES
(Bermuda) LTD. (the “Company”), hereby certifies His knowledge, that the Company’s Annual ReporForm 20-F for the year ended
December 31, 2010 (the “Report”) fully compliesiwihe requirements of Section 13(a) or 15(d), gdiegble, of the Securities Exchange Act
of 1934, and that the information contained inReport fairly presents, in all material respedis, financial condition and results of operations
of the Company.

Date: June 3, 2011

/s/ Shir-Jye Cheng
Name: Shih-Jye Cheng
Title: Chairman and Chief Executive Officer

The foregoing certification is being furnished $pleursuant to 18 U.S.C. 81350 and is not beiregfés part of the Report or as a
separate disclosure document.



Exhibit 13.2

ChipMOS TECHNOLOGIES (Bermuda) LTD.
CERTIFICATION

Pursuant to 18 U.S.C. 81350, the undersigned, 8lamg Chen, Chief Financial Officer of ChipMOS TECBNOGIES (Bermuda)
LTD. (the “Company”), hereby certifies, to his knedge, that the Company’s Annual Report on Fornk20r the year ended December 31,
2010 (the “Report”) fully complies with the requinents of Section13(a) or 15(d), as applicablehef3ecurities Exchange Act of 1934, and
that the information contained in the Report faphgsents, in all material respects, the finarmaldition and results of operations of the
Company.

Date: June 3, 2011

/s/ Shol-Kang Chen
Name: Shot-Kang Chen
Title: Chief Financial Officer

The foregoing certification is being furnished $pleursuant to 18 U.S.C. 81350 and is not beiregfés part of the Report or as a
separate disclosure document.



Exhibit 15.1

MOORE STEPHENS

CERTIFIED PUBLIC ACCOUNTANTS

205 Silvercord, Tower 2
30 Canton Road
Teimshstsui

Kowloon

Hong Kong

Tel : (B52) 2375 3180
Fax : (B52) 2375 3828
E-mail : ma@ms.com.hk
www.ms.com.hk

sxe HEE

June 3, 2011

The Board of Directors

ChipMOS TECHNOLOGIES (Bermuda) LTD.
No. 1, R & D Road :

Hsinchu Science Park

Hsinchu City, 30076

Republic of China

Attention: Mr. S.J. Cheng

Dear Sirs,

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM'S CON SENT

We consent to the incorporation by reference iniReggion Statement No. 333-130230 on Form F-3Redistration Statements Nos. 333-
137838, 333-116670 and 333-85290 on Form S-8 ofeport dated March 15, 2011, relating to the cbdated financial statements of
ChipMOS TECHNOLOGIES (Bermuda) LTD. (the “Companyédhd the effectiveness of the Company’s internatrol over financial
reporting, appearing in this Annual Report on F@®aF of the Company for the year ended Decembe2®10) (the “Annual Report")Ne alsc
consent to the inclusion of our report in the ArriR@port.

Yours faithfully,
/s Moore Stephens

Certified Public Accountants
Hong Kong



