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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 discdssehis 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 forwaimkiog terminology such as the words “anticipate”,
“believe”, “estimate”, “expect”, “intend”, “may”, flan”, “project”, “will” or other similar words thaexpress an indication of actions or results of
actions that may or are expected to occur in thedu These statements appear in a number of pilcasyhout this Annual Report on Form 20-F and
include statements regarding our intentions, telefcurrent expectations concerning, among otfiegs, our results of operations, financial cordij
liquidity, prospects, growth, strategies and thdustries in which we operate.

By their nature, forward-looking statements invofigks and uncertainties because they relate totewand depend on circumstances that may or
may not occur in the future. Forward-looking stadeits are not guarantees of future performance andatual results of operations, financial
condition and liquidity, and the development of théustries in which we operate may differ matdyifilom those made in or suggested by the
forward-looking statements contained in this Anriraeport on Form 20-F. Important factors that caddse 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 ané tharket for en-user applications for semiconductor produ
. overcapacity in the semiconductor testing and absemarkets

. the increased competition from other companiescamability to retain and increase our market sh

. our ability to successfully develop new technolgga@d remain a technological leac

. our ability to maintain control over capacity expam 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 siggio meet customer demai

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

. the pending criminal indictment of our chairman ahdgef executive officer

. our reliance on the business and financial cormlitibcertain major customet

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

. the outcome of any pending litigatic

. the outbreak of contagious disease and occurrdrearihiquakes, typhoons and other natural disastensell as industrial acciden
. the political stability of the regions to which wenduct operations; ar

. general local and global economic and financiadiions.

Forward-looking statements include, but are nottéthto, statements regarding our strategy anddytlans, future business condition and
financial results, our capital expenditure plang, @apacity expansion plans, our expansion plafaimland China, technological upgrades,
investment in research and development, future etatmand, future regulatory or other developmientair industry. Please see “ltem 3. Key
Information—Risk Factors” for a further discussimincertain factors that may cause actual resultifter materially from those indicated by our
forward-looking statements.
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PART I

Item 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 cordaitd financial data. The selected consolidateahoal sheet data as of December 31, 2007 and
2008 and our consolidated statement of operatindsash flows data for 2006, 2007 and 2008 areelgfrom our audited consolidated financial
statements included herein, and should be readnjuction with, and are qualified in their entyréty reference to, these audited consolidated
financial statements and related notes beginningagre F-1 of this Annual Report on Form 20-F. Tresdited consolidated financial statements have
been audited by Moore Stephens. The selected d¢datad balance sheet data as of December 31, 2008,and 2006 and the consolidated statement
of operations and cash flows data for the yeare@frtecember 31, 2004 and 2005 are derived fronawdited consolidated financial statements not
included herein. Our consolidated financial stateiméave been prepared and presented in accordahc®@OC GAAP, which differs in some
material respects from US GAAP. Please see Note 2br audited consolidated financial statementsfdescription of the principal differences
between ROC GAAP and US GAAP for the periods caVvénethese financial statements.

Year ended December 31
2004 2005 2006 2007 2008 2008
NT$ NT$ NT$ NT$ NT$ uss$
(in millions, except per share data

Consolidated Statement of Operations Dats
ROC GAAP:
Net revenue

Related partie§) $ 4844 $ 4,603% $5654.. $6,915¢ $3,122¢ $ 95:¢

Others 10,191. 10,610.! 14,720.¢ 16,681." 13,887.. 423.€
Total net revenu 15,035.¢ 15,214.( 20,375.. 23,597.¢ 17,010.. 519.2
Cost of revenu 10,857.! 11,262. 14,253. 17,444.: 16,969.! 518.(
Gross profit 4,178.: 3,951.. 6,121.¢ 6,153.f 40.5 1.2
Operating expense

Research and developme 296.4 274.¢ 274.¢ 322.% 435.€ 13.c

General and administrati 673.% 793.: 813.( 1,070. 885.¢ 27.C

Sales and marketir 308.t 232.¢ 107.¢ 98.5 2,362 72.1
Total operating expens: 1,278.: 1,300.¢ 1,195.: 1,491.: 3,683.¢ 112.¢
Income (loss) from operatiot 2,900.. 2,650.¢ 4,926.¢ 4,662. (3,643. (111.9)
Other expenses, n (395.9) (506.5) (223.7) (669.2) (3,286.§) (100.9)
Income (loss) before income tax, minority interesid interest in

bonuses paid by subsidiariés 2,504. 2,144 4,703.2 3,993 (6,930, (211.5
Income tax benefit (expens 141.¢ (112.0) (636.5) (768.2) (120.§) (3.7)
Income (loss) before minority interests and inteire®onuses paid by
subsidiarie$? 2,646.: 2,032 4,066.¢ 3,225.( (7,051.)) (215.9)

Minority interests (997.9) (977.0 (2,799.9) (720.0) 143.c 44
Interest in bonuses paid by subsidiaftes — (127.7) (149.5 (285.9) (362.9 (11.3
Cumulative effect of changes in accounting prires| — — 3.3 — — —
Pre-acquisition earningd 27.7 — — — — —
Net income (loss $1675¢ $ 9287 $2,121.0 §$2,219. $(7,270.0) $(221.9

Earning (loss) per shar



Basic
Diluted
Weightec-average number of shares outstand
Basic
Diluted

$ 26.5¢
$ 26.3¢

63.1
63.5

$ 13.7¢
$ 11.8C

67.5
82.€

$ 30.8¢
$ 25.0(

68.€
88.c

$ 27.6%
$ 242

80.2
108.2

$ (86.66)
$ (86.66)

83.¢
83.¢

$ (2.6
$ (2.65)
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Year ended December 31

2004 2005 2006 2007 2008 2008
NT$ NT$ NT$ NT$ NT$ Us$
(in millions, except per share data
US GAAP: @
Net income (loss $1,665.! $805.. $1,253.0 $2,901." $(7,177.) $(219.1)
Earning (loss) per shar
Basic $ 263t $11.9: $ 182: $ 36.1 $ (85.5¢ $ (2.6))
Diluted $ 26.2: $11.21 $ 175: $ 21.07 $ (85.5¢ $ (2.6))
Weightec-average number of shares outstand
Basic 63.1 67.5 68.€ 80.2 83.¢ 83.¢
Diluted 63.5 82.€ 71.t 108.2 83.¢ 83.¢

(1) Related parties include Mosel Vitelic Inc.,Mosel, Siliconware Precision Industries Co. Ltd.Sdiconware Precision, ProMOS Technologies IncProMOS, DenMOS Technology Inc., or
DenMOS, and, Jesper Limited. See Note 19 of thesnimt the consolidated financial statements coedkiin this Annual Report on Form 20-F. Effectiverifp, 2004, PlusMOS was merged into
Chantek with Chantek as the surviving entity. Séent 4. Information on the Company—Our Structurd Biistory—CHANTEK ELECTRONIC CO., LTD.”. AMCT wasduidated in October
2004. See “Item 4. Information on the Company—Omu@&ure and History—Advanced Micro Chip Technold@y., Ltd.”. On November 21, 2005, Chantek was re@rigto ChipMOS Taiwan,
with ChipMOS Taiwan as the surviving company. “Item 4. Information on the Compe—Our Structure and Histc—ChipMOS TECHNOLOGIES IN™.

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

(3) For 2004, represents our share of pre-acquiisfirofits of Chantek prior to April 1, 2004, thatd when we began to consolidate the accounts afit€k, the surviving entity after the merger of
Chantek and PlusMO:

(4) Reflects the US GAAP adjustments as described e [R5 of the notes to the consolidated financiteshents contained in this Annual Report on For-F.

As of December 31

2004 2005 2006 2007 2008 2008
NTS$ NTS$ NTS$ NTS$ NTS$ US$
(in millions)
Consolidated Balance Sheet Date
ROC GAAP:
Current asset:
Cash and cash equivale! $ 4,849.: $ 4,607.C $5,895¢ $ 5133.¢ $6,651.¢ $ 203.C
Restricted cash and cash equivals 87.C 169.: 65.1 87.C 59.k 1.8
Financial assets at fair value through profit aveb 2,832.¢ 186.1 1,929.: 555.¢ 102.1 3.1
Held-to-maturity financial asse — — — — 250.( 7.6
Investment with no active mark — — — — 100.( 31
Notes receivabl
—related partie — — — — 195.( 6.C
—third parties 62.2 30.€ 31.1 28.C 14.2 04
Accounts receivabl
—related partie 1,411.( 1,418. 1,839.: 1,498.¢ 0.4 —
—third parties 1,926.: 2,525.¢ 3,190t 3,795.¢ 1,296.! 39.€
Other receivable
—related partie 6.€ 4.3 14.C 11.¢€ 30.C 0.9
—third parties 164.¢ 161.¢ 31.¢ 31.2 172.2 5.3
Inventories 661.( 627.5 945.¢ 1,043.¢ 1,001.t 30.€
Prepaid expenses and other current a: 116.¢ 76.7 155.¢ 334.t 265.2 8.1
Total current asse 12,707." 10,046.! 14,2324 12,605.. 10,494. 320.:
Long-term investment 642.4 404.1 366. 358.( 437.¢ 13.4
Property, plant and equipment, 1| 17,426.t 20,420.. 30,494.. 30,020.. 23,654.! 722.(
Intangible asse—net 163.: 170.¢ 172.¢ 180.< 107.¢ 3.3
Other asset 605.1 716.1 745.¢ 2,152.: 746.¢ 22.¢
Total asset 31,545.: 31,758.0 46,011.¢ 45,316.. 35,441. 1,081.

Current liabilities:
Shor-term bank loan 800.¢ 467.¢ 1,055.: 1,249.: 2,745.¢ 83.€



Current portion of lon-term loans 1,821.¢ 2,300.¢ 2,335.¢ 3,686.: 4,603.° 140.5

Current portion of lon-term bonds payabl 1,200.( — — — — —
Convertible note — 2,769. — 3,014.¢ 1,541.¢ 47.1
Derivative liabilities — — — 96.C — —
Deferred credi 28.C 3kt 3.€ 3.8 24 —
Notes payabl 49.1 3.¢ — — — —
Accounts payabl 607.¢ 728. 803.( 976.1 477.¢ 14.€
Other payable
—related partie 2.8 1.2 — — — —
—third parties 324.5 404.¢ 549.¢ 604.1 628.( 19.2
Accrued expenses and other current liabili 608.€ 474.1 713.€ 886. 469.< 14.2
Total current liabilities 5,915.¢ 7,857.t 6,747t 11,374.. 10,721.( 327.%
Long-term liabilities 7,608.: 4,433.¢ 15,900.! 11,323’ 9,832.¢ 300.1
Other liabilities 768.5 374.1 479.( 370.1 344.¢ 10.5
Total liabilities 14,292.( 12,666.. 23,127.( 23,068. 20,898. 637.¢
Total shareholde’ equity (including minority interest: $17,253.: $19,091.¢ $22,884.0 $22,248.. $14,542.¢ $ 443.¢
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US GAAP @;
Current asset:
Cash and cash equivalel
Restricted cash and cash equivalt
Financial assets at fair value through profit aosb
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
Prepaid expenses and other current a:
Total current asse
Long-term investment
Property, plant and equipment, |
Intangible asse—net
Other asset
Total asset
Current liabilities:
Shor-term bank loan
Current portion of lon-term loans
Current portion of lon-term bonds payabl
Convertible note
Derivative liabilities
Deferred credi
Notes payabli
Accounts payabl
Other payable
—related partie
—third parties
Accrued expenses and other current liabili
Total current liabilities
Long-term liabilities
Other liabilities

Total liabilities

As of December 31

2004 2005 2006 2007 2008 2008
NT$ NT$ NT$ NT$ NT$ uss$
(in millions)
$ 4,849 $ 4,607.( $5895¢ $ 5133¢ $ 6,651.¢ $ 203.C

87.C 169.c 65.1 87.C 59.8 1.8
2,839.¢ 189.2 1,929.: 555.¢ 102.1 3.1
— — — — 250.( 7.6

— — — — 100.( 3.1

— — — — 195.( 6.0
62.2 30.€ 31.1 28.C 14.2 04
1,411.( 1,418 1,839.: 1,498.¢ 0.4 —
1,926.: 2,525.¢ 3,190.¢ 3,795.¢ 1,296.¢ 39.€
6.6 4.3 14.C 11.€ 30.C 0.9
164.¢ 161.¢ 31.¢€ 31.z 172.2 5.3
661.( 627.7 946.1 1,044.: 966.1 20t
116.€ 76.7 155.¢ 334.¢ 265.2 8.1
12,714 10,050.: 14,232.¢ 12,603.. 10,452.( 319.1
636.¢ 387.1 366.7 358.( 437.¢ 13.4
17,411 20,340 30,377. 29,861.0 23,427. 715.]
163.c 170.¢ 172.¢ 180.¢ 107.¢ 3.3
595.2 704.¢ 826.4 2,262.¢ 731.¢ 22.2
31,521 31,653.1 45,976.. 45,266.0 35,157.0 1,073.
800.¢ 467.¢ 1,055 1,249.: 2,745 83.¢
1,821.¢ 2,300.¢ 2,335. 3,686.: 4,603." 140.5
1,200.( — — — — —
= 2,531.: = 3,056. 1,453.( 44 .4

— 160.¢ — 85.4 — —
28.C 35 3.6 3.6 24 —
49.1 3.6 — — — —
607.¢ 728. 803.( 976.1 477.¢ 14.€
2.8 1.2 — — — —
3247 404.¢ 549.¢ 604.1 628.( 19.2
608.€ 743.1 1,173.: 1,321.( 469.4 14.:
5,915. 8,049.1 7,207.( 11,839.. 10,632.! 324.¢
7,608.: 4,433.¢ 16,836.. 11,179. 9,832.¢ 300.1
772.% 345.( 502.2 596.t 537.% 16.4
14,296.. 12,828.. 24,545.. 23,615.. 21,002.i 641.1



Total shareholde’ equity (including minority interest: $17,225.! $18,825.. $21,430." $21,650.! $14,154.. $ 432.1

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

Year ended December 31

2004 2005 2006 2007 2008 2008
NTS NTS$ NTS NTS NTS USs$
(in millions)
Consolidated Statement of Cash Flows Dat
ROC GAAP:
Capital expenditure $8,331.( $7,677.. $15717.¢ $ 6,093.¢ $2,188.. $ 66.¢
Depreciation and amortizatic 3,536.¢ 4,339.; 5,558.¢ 6,834.¢ 7,174 219.C
Net cash provided by (used ii
Operating activitie: 4,915." 8,822.¢ 7,316. 10,882. 5,164.: 157.¢
Investing activities (8,273.) (7,622  (14,988.) (12,212.) (2,296.9  (70.1)
Financing activitiet 6,544.: (1,519.9 8,947.¢ 528.1 (1,395.) (42.6)
Effect of exchange rate changes on ¢ (68.5) 777 12.¢ 38.¢ 46.% 14
Net increase (decrease) in ci $3,118.: $ (242.) $ 1,288¢ $ (7629 $1,518.0 $ 46.C

4
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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 20-F contains translationsesfain NT dollar amounts into US dollars at sfiedirates solely for the convenience of the
reader. Unless otherwise noted, all translatioosifNT dollars to US dollars and from US dollars\fb dollars were made at the noon buying rate in
The City of New York for cable transfers in NT dol per US dollar as certified for customs purpdgethe Federal Reserve Bank of New York as of
December 31, 2008, which was NT$32.76 to US$1.08 nveike no representation that the NT dollar or biadamounts referred to in this Annual
Report on Form 20-F could have been or could beeed into US dollars or NT dollars, as the casg tve, at any particular rate or at all. On May
29, 2009, the noon buying rate was NT$32.57 to UB%1

The following table sets out, for the years andrtfeanths indicated, information concerning the nundfeNT dollars for which one US dollar
could be exchanged based on the noon buying ratalde transfers in NT dollars as certified fosttums purposes by the Federal Reserve Bank of
New York.

NT dollars per US dollar noon buying rate

Average High Low Period-end
2004 33.3i 34.1¢  31.7¢ 31.7¢
2005 32.1¢ 33.71  30.6¢ 32.8(
2006 32.5] 33.31 31.2¢ 32.5¢
2007 32.8¢ 3341 32.2¢ 32.4:
2008 3152 33.5f 29.9¢ 32.7¢
Novembet 33.1C 33.4: 32.7i 33.2¢
Decembe 33.1¢  33.5¢ 32.4¢ 32.7¢
2009
January 33.3i 33.7C  32.8- 33.7(¢
February 34.2¢ 35.0C 33.61 35.0(¢
March 34.3( 35.21 33.7¢ 33.81
April 33.6¢ 33.8¢  33.0¢ 33.0¢
May (through May 29, 200¢ 32.87 33.1¢ 32.5¢ 32.57

Sources: Federal Reserve Bank of New York.

Risk Factors
Risks Relating to Economic Conditions and the Finacial Markets

There can be no assurances that we will be ablsuocessfully accomplish our plans for generatingditional working capital and saving cash by
negotiating future debt repayment extensions, raginew investment capital and reorganizing our bossses. Even if we successfully accomplish
these plans, we may not have sufficient liquidityftnance our ongoing obligations and operationshigh raises substantial doubt about our ability
to continue as a going concern.

We incurred a loss of NT$7,270 million (US$222 ioifl) for the year ended December 31, 2008, anchbadurrent liabilities of NT$227
million (US$7 million) as of December 31, 2008, tthaise substantial doubt about our ability to care as a going concern. To meet our liquidity,
capital spending and other capital needs, our ptashisde taking certain steps discussed below:

. negotiation with bank creditors for the extensiémepayment terms of bank loar

. negotiation with the holders of our convertibleewtue 2009 for extension of repayment date omusting our convertible notes d
2009;

. raising new investment capital, either in the fafequity or loans; an
. reorganization of our business

In negotiations with our bank creditors ave requested a waiver relating to any potentie¢nant breaches under a syndicated loan facility
agreement with Standard Chartered Bank (Hong Kbirgited as agent and a related guarantee agreefhardefault occurs under these agreements,
at the request of a majority of the facility lenslethe entire outstanding facility balance coulddme immediately due and payable. We have provided
written notice to the indenture trustee for ourstariding convertible notes due 2009 and 2011, c&spdy/, about the nature of these negotiations and
our waiver request. Under the indenture for thedtes) an event of default would occur if our repagirobligations under the facility acceleratehd t
indenture trustee or holders of at least 25% inmeggge principal amount of these notes deliverceati this potential default and if this defaulhist
cured within 30 days after notice.

Our plans with respect to addressing these matetsteps that we have taken and plan to takenergie additional working capital and to save
cash are discussed in greater detail under “lte@p®rating and Financial Review and Prospects—Htiguand Capital Resources” and Notes 2 and
22a to our consolidated financial statements coathin this Annual Report on Form-F.



Whilst we believe the loan repayment schedule ekbenby bank creditors of ChipMOS Taiwan would #igantly improve our cash position
and reduce our net current liabilities, there camb assurances that we will be able to succegsfolomplish these plans. Even if we successfully
accomplish these plans, there can be no assurtratess a result of doing so, or that as a resuiteps taken to generate additional working cépita
to save cash, we will eventually attain profitabperations or will have sufficient liquidity to fimce our ongoing obligations and operations inrai@e
continue as a going concern. Without sufficientilitity to finance our ongoing obligations and opieras we would not be able to continue as a going
concern and could potentially be forced to sedkfrdirough bankruptcy or similar proceedings.

5
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The global credit and financial markets crisis calimaterially and adversely affect our business amegults of operations.

In 2008 and continuing in 2009, global credit amaficial markets have experienced severe disruptibmese include diminished liquidity and
limited availability of credit, reduced consumenéidence, reduced economic growth, increased ureyment rates and uncertainty about economic
stability. Limited availability of credit in finarial markets may lead consumers and businessestpgee spending. This in turn may cause our
customers to cancel, decrease or delay their egisiind future orders with us. Financial difficudtiexperienced by our customers or suppliers as a
result of these conditions could lead to productetays and delays or defaults in payment of adsowateivable. Continuing credit markets disruption
restricts our access to capital and limits ourighiib fund operations or to refinance maturingigations as they become due through additional
borrowing or other sources of financing. We areatule to predict the duration or extent of the entiglobal credit and financial markets crisis. Sée
conditions increase the difficulty of accuratelydoasting and planning our business activitiethdée conditions and uncertainties continue oreiflic
and financial markets and confidence in economiwi@ns further deteriorate, our business andltesfi operations could be materially and
adversely affected.

Risks Relating to Our Industry

Because we depend on the highly cyclical semicoriduindustry, which is characterized by significaand sometimes prolonged downturns frc
time to time, our net revenue and earnings may fiuate significantly, which in turn could cause thearket price of our common shares to decline.

Because our business is, and will continue to bpeddent on the requirements of semiconductor co@p#or independent testing and assel
services, any downturn in the highly cyclical semniductor industry may reduce demand for our sesvicel adversely affect our results of operations.
All of our customers operate in this industry aadiations in order levels from our customers angeérvice fee rates may result in volatility in ot
revenue and earnings. For instance, during peabdscreased demand for assembled semiconduabong, af our customers may even simplify, di
or forego final testing of certain types of semidoctors, such as dynamic random access memoryRAM) further intensifying our difficulties. Fro
time to time, the semiconductor industry has exgrexed significant, and sometimes prolonged, dows{which have adversely affected our results of
operations. Beginning in the fourth quarter of 208&d continuing with unprecedented severity towahe end of 2008, the semiconductor industry,
especially the assembly and testing services folhlRroducts sector, experienced a significant desmivhich has adversely affected our business.
As a result of the industry downturn, our net raxeefor 2008 decreased 28% from 2007 levels. Weriadwa net loss of NT$7,270 million (US$222
million) in 2008, a decrease from a net income ®%&,219 million in 2007. This industry downturnsiill continuing and we cannot give any
assurances that industry conditions will improvéhat there will not be any downturn in the futorghat any future downturn will not affect our
results of operations.

Any deterioration in the market for er-user applications for semiconductor products wouleluce 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-useliGgijns. Any deterioration in the market
conditions for the end-user applications of semitaniors we test and assemble could reduce demawndrfcervices and, in turn, materially adversely
affect our financial condition and results of opinas. Our net revenue is largely attributablegesf derived from testing and assembling
semiconductors for use in personal computers, camgations equipment, consumer electronic produatsdisplay applications. A significant
decrease in demand for products in these marketd pait pricing pressure on our testing and assgssalvices and negatively affect our net revenue
and earnings. The weak demand for LCD and othep#ael display products that began in 2007 ad\xeeféected our operating results in 2007, 2008
and first quarter of 2009. Any significant decreasdemand for end-user applications of semicormsatill negatively affect our net revenue and
earnings.
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A decline in average selling prices for our sernviceould result in a decrease in our earning

Historically, prices for our testing and assemtdgwgces in relation to any given semiconductor tendecline over the course of its product and
technology life cycle. See also “— A decrease imkeedemand for LCD and other flat-panel displaiyeir semiconductors may adversely affect our
capacity utilization rates and thereby negativéiga our profitability”. If we cannot reduce thest of our testing and assembly services, or iniced
higher-margin testing and assembly services for pagkage types, to offset the decrease in averlijggsprices for our services, our earnings could
decrease.

A reversal or slowdown in the outsourcing trend feemiconductor testing and assembly services coettice our profitability.

In recent years, integrated device manufacturerf)ds, have increasingly outsourced stages ok#raiconductor production process, incluc
testing and assembly, to independent companiesitike shorten production cycles. In addition,dkailability of advanced independent
semiconductor manufacturing services has also eddbe growth of so-called “fabless&miconductor companies that focus exclusivelyesigh anc
marketing and outsource their manufacturing, tgsdind assembly requirements to independent congahisubstantial portion of our net revenue is
indirectly generated from providing semiconductssembly and testing services to these IDMs an@$atdompanies. We cannot assure you that thes
companies will continue to outsource their tesaing assembly requirements to independent complieass. A reversal of, or a slowdown in, this
outsourcing trend could result in reduced demanddio services, which in turn could reduce our padbility.

Risks Relating to Our Business

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

The semiconductor testing and assembly marketeesyecompetitive. We face competition from a numbelDMs with in-house testing and
assembly capabilities and other independent semiatiar testing and assembly companies. Our cormpetitay have access to more advanced
technologies and greater financial and other ressuthan we do. Many of our competitors have shawiillingness to reduce prices quickly and
sharply in the past to maintain capacity utilizatio their facilities during periods of reduced dard. In addition, an increasing number of our
competitors conduct their operations in lower @estters in Asia such as Mainland China, Thailaridindm and the Philippines. Any renewed or
continued erosion in the prices or demand for estitig and assembly services as a result of inedeaampetition could adversely affect our profits.

We are highly dependent on the market for memorggucts. A downturn in the market or prices for theproducts could significantly reduce our
net revenue and net income.

A significant portion of our net revenue is derivieain testing and assembling memory semiconduc@us.net revenue derived from the testing
and assembly of memory semiconductors accountetifidr, 78% and 75% of our net revenue in 2006, 20072008, respectively. In the past, our
service fees for testing and assembling memoryaarmdiictors were sharply reduced in tandem witlddwease in the average selling price of DR
in the semiconductor industry. The continuing oupy of DRAM products in 2008 and the weak dememithe DRAM market in first quarter of
2009 resulted in significant reductions in the erid DRAM products, which in turn drove down theeeage prices for our testing and assembly
services for DRAM products in these periods. Wencairassure you that there will not be further dawms in DRAM prices in the future. Any failure
of the demand for DRAM to increase or any decréasee demand or prices for memory products mayedese the demand for our services and our
service fees and significantly reduce our net reeeand net income.
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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 generateirevenue of NT$4,446 million,
NT$3,996 million and NT$2,805 million (US$86 miltipin 2006, 2007 and 2008, respectively. We sp&ig\418 million, NT$714 million an
NT$157 million (US$5 million) in 2006, 2007 and B)Gespectively, on equipment for tape carrier pgek or TCP, ch-on-film, or COF and chip-
on-glass, or COG, technologies, which are usedstirg and assembly services for LCD and otheipfetel display driver semiconductors. Most of
this equipment may not be used for technologiesrdtian TCP, COF or COG. In 2008, our gross md@ih CD and other flat-panel display driver
semiconductor testing and assembly services dexdesgnificantly to negative 18% from 8% in 200¥parily as a result of the weak demand for
LCD and other flat-panel display products, whichium significantly decreased our capacity utiliaatrates and average selling prices. Any future
decrease in demand for our LCD and otherkatel display driver semiconductor testing andragdeservices would significantly impair our caps
utilization rates and may result in our inabilitygenerate sufficient revenue to cover the sigaificlepreciation expenses for the equipment used in
testing and assembling LCD and other flat-pangildisdriver semiconductors, thereby further negdyiwaffecting our profitability. See also “—
Because of our high fixed costs, if we are unabladhieve relatively high capacity utilization rgteur earnings and profitability may be adversely
affected”.

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 interegtemse. We had approximately NT$8,891 million (USKB&illion) and NT$9,833 million
(US$300 million) in short- and long-term indebtesifierespectively, outstanding as of December 318,20cluding NT$1,542 million (US$47
million) of the 1.75% convertible notes due 2008usd in November 2004, or the 2004 notes, and NTidillibn (US$2 million) of the 3.375%
convertible notes due 2011 issued in September,20G6e 2006 notes. In addition, ThaiLin, our 42.6wned consolidated subsidiary, holds US$9
million in aggregate principal amount of the 20@as. Noteholders may cause ChipMOS Bermuda tachpse the 2004 notes and the 2006 notes
only upon the occurrence of certain fundamentahgka.

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

. we may have to use a substantial portion of ousalistated cash flow from operations to pay printgal interest on our debt, thereby
reducing the funds available for working capitapital expenditures, acquisitions and other gereengdorate purpose

. insufficient cash flow from operations may forcetosell assets, or seek additional capital, whielmay be unable to do at all or on te
favorable to us

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

. our debt service obligations increase our vulnditeds to competitive pressures, because many ptompetitors may be less leveraged
than we are

The indentures governing the 2004 notes and thé 80&s do not limit our ability to incur additidrniadebtedness in the future. As we incur
additional indebtedness, the risks that we facéddotensify. Our ability to make required paymeatsthe 2004 notes and the 2006 notes and toye
any other debt obligations will depend on our fataperating performance and our ability to obtaidigonal debt or equity financing on commerciz
reasonable terms. In negotiations with our banHlitwes we have requested a waiver relating to agrgial covenant breaches under a syndicatec
facility agreement with Standard Chartered Bankr(g&ong) Limited as agent and a related guarargeseanent. If a default occurs under these
agreements, at the request of a majority of thiéitfalenders, the entire outstanding facility bat& could become immediately due and payable. We
have provided written notice to the indenture ®adbr our outstanding convertible notes due 20@B2911, respectively, about the nature of these
negotiations and our waiver request. Under therihde for these notes, an event of default woutthiod our repayment obligations under the facility
accelerate, if the indenture trustee or holdert ¢dast 25% in aggregate principal amount of timetes deliver notice of this potential default &nd
this default is not cured within 30 days after oetiFor additional information on our indebtednssg, “Item 5. Operating and Financial Review and
Prospects—Liquidity and Capital Resources—Capitddrirces”.
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Our results of operations may fluctuate significdptand may cause the market price of our common s#sato be volatile.

Our results of operations have varied significafrityn period to period and may continue to varyhie future. Among the more important fac
affecting our quarterly and annual results of opens are the following:

. our ability to accurately predict customer demarsywe must commit significant capital expendituneanticipation of future order:

. our ability to quickly adjust to unanticipated daek or shortfalls in demand and market price®fortesting and assembly services, due to
our high percentage of fixed cos

. changes in prices for our testing and assemblyiczes,

. volume of orders relative to our testing and assgicédpacity;

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

. changes in costs and availability of raw materiadggjipment and labo

. changes in our product mix; a

. earthquakes, drought and other natural disastemseh as industrial accident

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

The ongoing criminal proceeding of and adverse pigiily associated with Mr. Shih-Jye Cheng, our Chaian and Chief Executive Officer, and
Mr. Hung-Chiu Hu, our former director, could have a matefiadverse effect on our business and cause our Isfaice to decline.

Mr. Shih-Jye Cheng, our chairman and chief exeeutificer, was indicted by the Taipei District Reogtor’s Office, or the prosecutor, in
December 2005. Based upon information releasetidyprosecutor, the indictment alleges that Mr. Slyila Cheng, as instructed by Mr. Hung-Chiu
Hu, purchased repurchase notes on January 6, yattiaand January 28, 2004 from Founder Assocldteged, a British Virgin Islands company
affiliated with Mega Securities Co., Ltd. (formekpown as Barits International Securities Co., J,telith an aggregate principal amount of
approximately US$29 million, by using corporatedarirom ChipMOS Taiwan and ThailLin. The indictmé&nther alleges that these repurchase notes
were used as a cover to misuse the corporate hfffdssel, and its affiliated entities, including BMOS Taiwan and ThaiLin, in violation of ROC
law. In addition, the indictment alleges that Mu Bind others were engaged in the insider tradinbeo$ecurities of Mosel in violation of ROC law,
but none of the current officers at ChipMOS TaiwaThaiLin was indicted in this regard.

On January 5, 2006, our board established a spawiahittee to evaluate the circumstances surrogntii@ indictment of Mr. Cheng. As of
March 31, 2009, the special committee was compia$edio independent directors, Messrs. Yeong-Hen@vand Pierre Laflamme. The special
committee engaged K&L Gates LLP (formerly Kirkpekri& Lockhart Preston Gates Ellis LLP) as its indiegent international legal counsel, Baker &
McKenzie as its independent ROC legal counsel,Ezmdt & Young (formerly Diwan, Ernst & Young) as financial advisor to assist in its
investigation.

The special committee’s investigation focused grti{& probability that Mr. Shih-Jye Cheng woulddeavicted on the charges described in the
indictment, (2) whether the indictment resulte@iny pecuniary or other damage to us, (3) whethlaetivere any internal control weaknesses relat
the investments in repurchase notes within ChipMB@8nuda and its subsidiaries and (4) whether ChigMB@rmuda is required by applicable laws
or the Nasdaq Global Select Market listing requigata to take any
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action in connection with the indictment. The specommittee did not attempt to independently detee whether Mr. Cheng had engaged in any
wrongdoing in connection with the investments ipurehase notes, irrespective of whether such wroingdvould lead to a conviction on the charges
under the indictment.

On June 28, 2006, the special committee issuadtsrt, including its findings and recommendatiddased upon the results of its investigation,
it found that (1) Mr. Shih-Jye Cheng has declaneusklf not guilty of the charges described in théi¢tment, (2) Baker & McKenzie, after reviewing
the indictment and the prosecutor’s exhibits, lvamé that the evidence produced by the proseca®ns to be inadequate and that there is a low
probability of the charges in the indictment befognded, (3) the financial advisor to the specaahmittee has found that we suffered no loss (not
taking into account exchange rate factors) andatatonies (capital and interest) were remitteddd@ our subsidiaries involved, (4) we have swfter
no identifiable harm to our reputation or businasd (5) Mr. Cheng has not been impaired by thectnaént to perform as our chairman and chief
executive officer. The special committee recommaerttiat our board maintain Mr. Cheng as our chairarahchief executive officer with full
responsibilities and our board unanimously (with Mheng having recused himself) resolved to acaegtadopt the special committee’s
recommendation with regard to Mr. Cheng. Our badrdirectors also resolved to continue the roléhefspecial committee for the duration of the
ongoing criminal proceeding involving Mr. Chengdactively monitor any developments of the crimimalé@stigation and take or recommend any
appropriate action in light of such developments.

On October 1, 2007, the Taipei District Court foirid Shih-Jye Cheng not guilty, and on OctoberZ®)7, the prosecutor appealed the Taipei
District Court decision at the Taiwan High CourhelTaiwan High Court held three pre-trial hearimg2008 and one pre-trial hearing in March 2009.
The Court may in its discretion request additigmat-trial hearings. No trial date has been set.

Theoretically, as a result of prosecutor’s appiéial,Cheng may still be convicted of one or morergea in the indictment. In addition, new
evidence that leads to additional criminal chayed/or an adverse judgment against Mr. Cheng maydziiced during the ongoing criminal
investigation, and the special committee may makemmendations to our board in respect of Mr. Clegpgsitions with us or our subsidiaries.
However, up to the present, no new evidence omehlaas been presented or collected by the progsemutioe Court. Therefore, we are reasonably
confident that the non-guilty judgment for Mr. Clgemill be maintained by the Taiwan High Court. IFMCheng is convicted, or in light of any new
developments, the special committee may recommendrddoard of directors may otherwise decide ithiatin the Company’s best interests that
Mr. Cheng no longer serves in all or some of hisent capacities with us or our subsidiaries, dif Cheng resigns as a result of a final adverse
judgment rendered against him by the court, orretise, the public perception of us may be seriobslymed and we would lose some or all of
services of Mr. Cheng. In addition, if Mr. Chengcanvicted and sentenced to imprisonment, the RD@&nEial Supervisory Commission may subject
ChipMOS Taiwan or ThailLin to certain restrictions financing activities if Mr. Cheng continues towseas the chairman or president of ChipMOS
Taiwan or ThaiLin. Mr. Cheng is very important tor@urrent on-going business operations and oatioglships with our customers and financing
sources, and our loss of his services due to ap@dwerse publicity from the trial or conviction M. Cheng or other key personnel could materially
and adversely affect our business, reputation aospects and therefore cause our stock price tindec

We depend on key customers for a substantial partixé our net revenue and a loss of, or deterioratiof the business from, or delayed payment by,
any one of these customers could result in decrebiset revenue and materially adversely affect oesults of operations and financial condition.

We depend on a small group of customers for a anbat portion of our business. In 2008, our figeglest customers, collectively accounted for
63% of our net revenue. As part of our strategyhaee been focusing on sales to key customersghrimng-term service agreements. Beginning in
2008, we also resumed a focus on our businessswitiiler customers and customers who do not plaEr®pon a regular basis. We expect that we
continue to depend on a relatively limited numbecustomers for a significant portion of our neterue, even as we increase the volume of our
business with smaller customers and customers whmtlplace orders on a regular basis. Any adwéeselopment in our key customers’ operations,
competitive position or customer base could mdtgniaduce our net revenue and adversely affecbogmess and profitability.
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ProMOS is an affiliate of Mosel, which, as of Mai@h, 2009, indirectly owned approximately 13.3%pof outstanding common shares. In
March 2008, ProMOS has defaulted on its paymerngatibns under the long-term service agreemeriidwember 2008, we entered into a revised
subcontracting contract with POMOS by requiringN®@s to provide wafers with a value of 80% of thésantracting fee as collateral. In May 200
further revised subcontracting contract was enteredby and between us and ProMOS under which R@8Mrovided us with wafer as pledge and
Work-In-Process, or WIP and existing finished goaddien material. Part of ProMO&ceivables will be recovered through sales ofledged wafe
and lien material back to ProMOS with a discountngrket price, and the remaining outstanding actsorgteivables will be secured by equipment
mortgage under the same contract arrangement.l@ee 4. Information on the Company— Customers”.

In January 2009, Spansion has defaulted on its payobligations under the long-term service agregraed we have subsequently terminated
the long-term service agreement with Spansion dmugey 19, 2009. On March 1, 2009, Spansion hed fibr a voluntary petition for reorganization
under Chapter 11 of the U.S. Bankruptcy Code. Syles# to such filing, on March 16, 2009, ChipMOSwian has been elected as thecbairman o
the Unsecured Creditor Committee to represent umsdcreditors in Spansion’s efforts to reorgaitizeebts under Chapter 11 petition. See “ltem 4.
Information on the Company— Customers”.

Since semiconductor companies generally rely oviceproviders with whom they have establishedti@ships to meet their testing and
assembly needs for their applications and new ouste usually require us to pass a lengthy andaigoqualification process, if we lose any of our
key customers, we may not be able to replace theartimely manner. We cannot assure you that rab&collection difficulties experienced by us
will not occur in the future. If any of our key ¢amers reduces or cancels its orders or termireatising contractual arrangements, and if we are
unable to attract new customers and establish oetvactual arrangements with existing or new cust@ncontinue to maintain our relationship with
existing smaller customers and effectively utiliee excess capacity, our net revenue could be ezdand our business and results of operations may
be materially adversely affected.

Because of our high fixed costs, if we are unabteachieve relatively high capacity utilization ratgour earnings and profitability may be advers:
affected.

Our operations are characterized by a high propowf fixed costs. For memory and mixsidnal semiconductor testing services, our fixests
represented 70%, 75% and 79% of our total costwdrue in 2006, 2007 and 2008, respectively. Fanang and mixed-signal semiconductor
assembly services, our fixed costs represented 24%,and 30% of our total cost of revenue in 2@®7 and 2008, respectively. For LCD and other
flat-panel display driver semiconductor testing asdembly services, our fixed costs represented 58% and 57% of our total cost of revenue in
2006, 2007 and 2008, respectively. Our profitaptiepends in part not only on absolute pricing Ile¥@r our services, but also on the utilizatiotesa
for our testing and assembly equipment, commorirred to as “capacity utilization rates”. Increase decreases in our capacity utilization rates ca
significantly affect our gross margins as unit sggnerally decrease as the fixed costs are atid@ater a larger number of units. In the past, our
capacity utilization rates have fluctuated sigmifiy as a result of the fluctuations in the made&mnand for semiconductors. If we fail to increase
maintain our capacity utilization rates, our eagsiand profitability may be adversely affectedadilition, we have entered into various long-term
assembly and testing services agreements withic@ft@aur customers that may require us to incgnigicant capital expenditures. If we are unable to
achieve high capacity utilization rates for theipqent purchased pursuant to these agreementgrass margins may be materially and adversely
affected.

The testing and assembly process is complex andpyaduction yields and customer relationships mayffer as a result of defects or malfunctions
in our testing and assembly equipment and the imtustion of new packages.

Semiconductor testing and assembly are complexepses that require significant technological and¢ss expertise. Semiconductor testing
involves sophisticated testing equipment and commmdftware. We develop computer software to tescastomerssemiconductors. We also deve
conversion software programs that enable us testatconductors on different types of testers. Bind most software programs, these software
programs are complex and may contain programmirg<or “bugs”. In
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addition, the testing process is subject to hummear &y our employees who operate our testing eqgaigt and related software. Any significant defect
in our testing or conversion software, malfunctiomour testing equipment or human error could redmar production yields and damage our customer
relationships.

The assembly process involves a number of steph,aavhich must be completed with precision. Dafecpackages 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 timafrdwuted to lower production yields. They may doirs the future, particularly as we expand
our capacity or change our processing steps. litiaddto be competitive, we must continue to exgpanr offering of packages. Our production yields
on new packages typically are significantly lowart our production yields on our more establishetkpges. Our failure to maintain high standarc
acceptable production yields, if significant andlpnged, could result in a loss of customers, iasee costs of production, delays, substantial atsoun
of returned goods and related claims by custonfengher, to the extent our customers have setttargeuction yields, we may be required to
compensate our customers in a pggeed manner. Any of these problems could maledadiversely affect our business reputation andlrés reduce:
net revenue and profitability.

Because of the highly cyclical nature of our indugt our capital requirements are difficult to plarif we cannot obtain additional capital when w
need it, we may not be able to maintain or increase current growth rate and our profits will suffe

As our industry is highly cyclical and rapidly clgang, our capital requirements are difficult topldo remain competitive, we may need capital
to fund the expansion of our facilities as welt@$und our equipment purchases and research argogenent activities. As a result of the industry
downturn, we incurred a loss of NT$7,270 millionS&222 million) for the year ended December 31, 2688 had net current liabilities of NT$227
million (US$7 million) as of December 31, 2008, tthaise substantial doubt about our ability to care as a going concern. To meet our liquidity,
capital spending and other capital needs, we helsentand plan to take certain measures to gereiditonal working capital and to save cash. See
“Iltem 5. Operating and Financial Review and Prosped.iquidity and Capital Resourceahd Notes 2 and 22a to our consolidated finanta¢sent
contained in this Annual Report on Form 20-F. Igotetions with our bank creditors we have requkstevaiver relating to any potential covenant
breaches under a syndicated loan facility agreemihtStandard Chartered Bank (Hong Kong) Limitsdagent and a related guarantee agreement. If
a default occurs under these agreements, at theseqgf a majority of the facility lenders, theiembutstanding facility balance could become
immediately due and payable. We have provided evrittotice to the indenture trustee for our outstapdonvertible notes due 2009 and 2011,
respectively, about the nature of these negotiatéomd our waiver request. Under the indenturehfese notes, an event of default would occur if our
repayment obligations under the facility accelerdte indenture trustee or holders of at le&8%2n aggregate principal amount of these noteaset
notice of this potential default and if this detaslnot cured within 30 days after notice.

There can be no assurances that we will be aldledeessfully accomplish these plans. Even if weessfully accomplish these plans, there can
be no assurances that as a result of doing shabas a result of steps taken to generate additworking capital and to save cash, we will evaliyu
attain profitable operations or will have sufficidiquidity to finance our ongoing obligations aogerations in order to continue as a going concern.
Our consolidated financial statements containgdismAnnual Report on Form 20-F do not include adjustments that might result from the outcome
of this uncertainty.

In addition, future capacity expansions or markettber developments may require additional fund®gr ability to obtain external financing
the future depends on a number of factors, manyhich are beyond our control. They include:

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

. general market conditions for financing activitigssemiconductor testing and assembly companiek

. economic, political and other conditions in Taivaard elsewhere
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If we are unable to obtain funding in a timely manar on acceptable terms, our growth prospectgatehtial future profitability will suffer.

Disputes over intellectual property rights could bestly, deprive us of technologies necessary fota stay competitive, render us unable to prov
some of our services and reduce our opportunitiegenerate revenue

Our ability to compete successfully and achievarigrowth will depend, in part, on our abilitygmtect our proprietary technologies and to
secure, on commercially acceptable terms, criteetinologies that we do not own. We cannot assamethyat we will be able to independently deve
or secure from any third party, the technologiegiieed for our testing and assembly services. @ilure to successfully obtain these technologieg
seriously harm our competitive position and rengeunable to provide 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 isazttarized by frequent litigation regarding paterd ather intellectual property rights. We may incur
legal liabilities if we infringe upon the intellewl property or other proprietary rights of othérke situation is exacerbated by our inability $oextain
what patent applications have been filed in thetéthStates or elsewhere until they are granteghyfthird party succeeds in its intellectual proper
infringement claims against us or our customerscotdd be required to:

. discontinue using the disputed process technolpgieish would prevent us from offering some of testing and assembly servic
. pay substantial monetary damac

. develop no-infringing technologies, which may not be feasilde

. acquire licenses to the infringed technologies civimay not be available on commercially reasontgshas, if at all

Any one of these developments could impose suliatdimancial and administrative burdens on us himdler our business. We are, from time to
time, involved in litigation in respect of intelkel property rights. Any litigation, whether asipitiff or defendant, is costly and diverts oura@ses.
If we fail to obtain necessary licenses on comnadlscreasonable terms or if litigation, regardle$she outcome, relating to patent infringement or
other intellectual property matters occurs, outgosuld be substantially increased to impact oargims. Any such litigation could also prevent us
from testing and assembling particular productssing particular technologies, which could redugeapportunities to generate revenue. For more
information on litigation in respect of intellectymoperty rights, see “ltem 8. Financial Infornuati—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 cust®rned growth opportunities and become less profiea

Our operations require us to obtain sufficient dities of raw materials at acceptable prices immeely and cost-effective manner. We source
most of our raw materials, including critical maaés like leadframes, organic substrates, epoxld wire and molding compound for assembly, and
tapes for TCP/COF, from a limited group of sup@iéie purchase all of our materials on a purchasder dasis and have no long-term contracts with
any of our suppliers. From time to time, suppliesse extended lead times, increased the priceniteli the supply of required materials to us beeaus
of market shortages. Consequently, we may, frore tiotime, experience difficulty in obtaining sefént quantities of raw materials on a timely bz
In addition, from time to time, we may reject mééy that do not meet our specifications, resultmdeclines in output or yield. Although we typige
maintain at least two suppliers for each key ravemal, we cannot assure you that we will be ablelitain sufficient quantities of raw

13



Table of Contents

materials and other supplies of an acceptabletgualihe future. It usually takes from three tw gionths to switch from one supplier to another,
depending on the complexity of the raw materialvéfare unable to obtain raw materials and otheessgary inputs in a timely and cost-effective
manner, we may need to delay our production ansetglschedules, which may result in the loss dfibeiss and growth opportunities and could
reduce our profitability.

If we are unable to obtain additional testing andsembly equipment or facilities in a timely manrend at a reasonable cost, we may be unabl
fulfill our customers’ orders and may become less competitive and lee§itable.

The semiconductor testing and assembly businesgital intensive and requires significant invesitrie expensive equipment manufacturec
a limited number of suppliers. The market for semauctor testing and assembly equipment is chaiaetk from time to time, by intense demand,
limited supply and long delivery cycles. Our opemas and expansion plans depend on our abilityptain equipment from a limited number of
suppliers in a timely and cost-effective manner. Meee no binding supply agreements with any ofsuppliers and we acquire our testing and
assembly equipment on a purchase order basis, weRjpbses us to changing market conditions and stbaificant risks. Semiconductor testing and
assembly also requires us to operate sizeablétifeillf we are unable to obtain equipment orlfées in a timely manner, we may be unable toiflulf
our customers’ orders, which could negatively impag financial condition and results of operati@asswell as our growth prospects. Under our long-
term service agreement we have entered into wigmsipn in September 2005, we have committed toigeqgartain wafer sorting testers and probers.
Spansion has defaulted on its payment obligatioeuthe long-term service agreement and we hawveesuently terminated the long-term service
agreement with Spansion on February 19, 2009. Gilyreve do not have any other long-term serviceeaments that require our commitment to
acquire additional testing and assembly equipmefddilities, however we can not assure you thahstommitment will not be made in the future.
“Iltem 4. Information on the Company— Customers”.

If we are unable to manage the expansion of our ogtgons and resources effectively, our growth presps may be limited and our futur
profitability may be reducec

We expect to continue to expand our operationsraeréase the number of our employees. Rapid expamsits a strain on our managerial,
technical, financial, operational and other resesrés a result of our expansion, we will neednplement additional operational and financial
controls and hire and train additional personnes. 8nnot assure you that we will be able to ddfeatévely in the future, and our failure to do so
could jeopardize our expansion plans and seridwalgn 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 memonanduassociation, our bye-laws and laws governmmparations incorporated in Bermuda.
Shareholder suits such as class actions (as these are understood with respect to corporatiorsrporated in the United States) are generally not
available in Bermuda. Therefore, our shareholdeag be less able under Bermuda law than they woeildrnigler the laws of the United States or other
jurisdictions to protect their interests in conm@etwith actions by our management, members oboard of directors or our controlling shareholc

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 resigdef the United States. A substantial
portion of our assets is located outside the Uriides. As a result, it may be difficult for ohaseholders to serve notice of a lawsuit on usuor o
directors and officers within the United Statesc&ese most of our assets are located outside tiied Btates, it may be difficult for our sharehokle
to enforce in the United States judgments of Un8&ates courts. Appleby, our Bermuda counsel, teised us that there is some uncertainty as to the
enforcement in Bermuda, in original actions ordtians for enforcement of judgments of United Stateurts, of liabilities predicated upon United
States federal securities laws.

14



Table of Contents

Investor confidence and the market price of our coman shares may be adversely impacted if we or adlependent public registered accountii
firm is unable to conclude that our internal contt@ver our financial reporting is effective as reiped by Section 404 of the Sarbar-Oxley Act of
2002.

We are subject to the SEC’s reporting obligati@mg] beginning in our Annual Report on Form 20-Ftfar year ended December 31, 2006, we
have been required by the SEC, as directed byde4@i4 of the Sarban&xley Act of 2002, to include a report of managetr@mour internal contre
over financial reporting in our Annual Report ormmRd20-F that contains an assessment by managerftrat effectiveness of our internal control over
financial reporting. Beginning in fiscal year 20@Ly independent public registered accounting fiam audited the effectiveness of our internal obi
over financial reporting. Although our managemesmiduded that our internal controls are effectivéhis Annual Report on Form 20-F, and our
independent public registered accounting firm leaslered its opinion that we maintained, in all mateespects, effective internal control over
financial reporting as of December 31, 2008, basedriteria set forth in Internal Control — Intetgrd Framework issued by the Treadway Commission
(COSO0), our management may not conclude that ¢ermal controls are effective in the future. Moregweven if our management concludes that our
internal controls over our financial reporting aféective, our independent public registered actiagrfirm may disagree. If our independent public
registered accounting firm is not satisfied withr suernal controls over our financial reportingtbe level at which our controls are documented,
designed, operated or reviewed, or if the indepenpleblic registered accounting firm interprets tequirements, rules or regulations differentlyniro
us, it may decline to attest to our managenseassessment or may issue an adverse opinion fattlre. Any of these possible outcomes could tes
an adverse reaction in the financial marketplaeetdia loss of investor confidence in the reli&pitif our consolidated financial statements, which
ultimately could negatively impact the market psicé our common shares.

Any environmental claims or failure to comply witiany present or future environmental regulations, any new environmental regulations, m:
require us to spend additional funds, may imposgréficant liability on us for present, past or fute actions, and may dramatically increase the
cost of providing our services to our customers.

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 processes. Althoughave not suffered material environmental claimthé past, a failure or a claim that we have
failed to comply with any present or future regigdas could result in the assessment of damagespsdition of fines against us, suspension of
production or a cessation of our operations or treg@ublicity. New regulations could require usattquire costly equipment or to incur other
significant expenses. Any failure on our part totcol the use of, or adequately restrict the disghaf, hazardous substances could subject ugue
liabilities that may materially reduce our earnings

Fluctuations in exchange rates could result in fdgm exchange losses.

Currently, most of our net revenue is denominatelT dollars. Our cost of revenue and operatingeasps, on the other hand, are incurred in
several currencies, including NT dollars, Japaryese US dollars and Renminbi, or RMB. In additiarsubstantial portion of our capital expenditures,
primarily for the purchase of testing and assenelglyipment, has been, and is expected to continbe,tdenominated in Japanese yen with much of
the remainder in US dollars. We also have debt aémated in NT dollars, Japanese yen, US dollarsRi&. During the three months ended
March 31, 2009, the US dollars depreciated ag#liesNT dollar by 3.4%. Fluctuations in exchangesaprimarily among the US dollar, the NT do
and the Japanese yen, will affect our costs anthtipg margins in NT dollar terms. In addition, gkeefluctuations could result in exchange losses and
increased costs in NT dollar terms. Despite seledtedging and other techniques implemented bffuetuations in exchange rates have affected, and
may continue to affect, our financial condition aredults of operations.
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We may not be successful in our acquisitions, invesnts and joint ventures, and may therefore be bleato implement fully our business strategy.

As part of our growth strategy, we may make actjaiss and investments in companies and businessestablish joint ventures. For example,
on November 21, 2005, we merged Chantek into ChigM@iwan, and on December 1, 2005, we merged ChipMayic TECHNOLOGIES INC., ¢
ChipMOS Laogic, into ThaiLin Semiconductor Corp.,TdraiLin. In November 2004, we acquired certaititgsand assembly equipment from First
International Computer Testing and Assembly, orTACas well as a 67.8% stake in First Semicondutemhnology Inc., which interest we
transferred to First Semiconductor Technology in@pril 2005 for approximately US$2 million. In ember 2007, we acquired all outstanding
common shares of ChipMOS Taiwan through a sharkagge transaction with ChipMOS Taiwan. The sucoéssir acquisitions, investments and
joint ventures depends on a number of factorsyiinb:

. our ability to identify suitable investment, acqtig or joint venture opportunitie:

. our ability to reach an agreement for an acquisjtiovestment or joint venture opportunity on tetimat are satisfactory to us or at

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

. our ability to align the economic, business or osteategic objectives and goals of the acquiredpany with those of our company; e
. our ability to successfully integrate the acquioegbint venture company or business with our conyp

If we are unsuccessful in our acquisitions, investta and joint ventures, we may not be able toémpght fully our business strategy to main
or grow our business.

We depend on key personnel, and our revenue co@drelase and our costs could increase if we losérthervices.

We depend on the continued service of our execufifigers and skilled engineering, technical anteotpersonnel. We will also be required to
hire a substantially greater number of skilled esyipes in connection with our expansion plans. hi@dar, we depend on a number of skilled
employees in connection with our LCD and otherflahel display driver semiconductor testing an@essy services, and the competition for such
employees in Taiwan and Mainland China is intelée.may not be able to either retain our presergquerel or attract additional qualified personnel
as and when needed. Moreover, we do not carry &esop insurance for any of our executive officasdo we have employment contracts with any
of our executive officers or employees, and, assalt, none of our executive officers or employiedsound by any non-competition agreement. If we
lose any of our key personnel, it could be verfidift to find and integrate replacement personmgiich could affect our ability to provide our
services, resulting in reduced net revenue andreggnin addition, we may need to increase emplapeepensation levels in order to retain our
existing officers and employees and to attracttaatdil personnel. As of March 31, 2009, 6.9% ofwlarkforce at our facilities is foreign workers
employed by us under work permits that are sultgegbvernment regulations on renewal and otherde@onsequently, if the regulations in Taiwan
relating to the employment of foreign workers wirdecome significantly more restrictive or if we atherwise unable to attract or retain these
workers at reasonable cost, we may be unable totaiaior increase our level of services and mafesuéduced net revenue and earnings.

Risk Relating to Our Relationship with Mosel

ChipMOS Taiwan entered into certain transactionsat if determined to have constituted impermissifiltancings or purchases of assets or equity
of Mosel under ROC law, could result in the resigiens of members of our management. As a resulty business operations could be disrupted
and the market price of our common shares could lifee.
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ROC law limits the ability of a company incorpormia Taiwan to purchase any equity interest in canigs, directly or indirectly, holding more
than 50% of its issued and outstanding voting seesior registered capital or to provide loan®ibrer financing to any company. ChipMOS Taiwan
purchased NT$242 million worth of Mosel shares@2 Lee and Li, our ROC special counsel, has aduis that these purchases do not violate
relevant ROC law that prohibits a subsidiary froayibg or taking collateral in shares of companieklimg, directly or indirectly, more than 50% of
issued and outstanding voting securities or regidteapital, because Mosel's indirect interesto{dated as the product of (i) Mosel’s percentage
interest in ChipMOS Bermuda and (ii) ChipMOS Bermasdpercentage interest in ChipMOS Taiwan) in Chp@®Taiwan was less than 50% and
ChipMOS Bermuda is incorporated outside of Taiwar2005, ChipMOS Taiwan disposed of NT$84 millidiMosel shares, and in August 2006,
ChipMOS Taiwan further disposed of the remainingsilashares for approximately NT$30 million. ChipM®&wan no longer owns any Mosel
shares. Lee and Li has advised that under reldé¥@@ law, there is no similar restriction or limitat on a subsidiary’s disposal of its parent’s gqui
shares, if the previous acquisitions of such shewegplied with relevant ROC law. However, we untiard that there is no applicable judicial
precedent and there is some doubt as to how awould rule if presented with the situation.

If it were to be determined that any of the tratisas described above constituted an impermissiiancing or purchase of assets of Mosel by
ChipMOS Taiwan or an impermissible purchase of Mes=uity by ChipMOS Taiwan, then ChipMOS Taiwatiien chairman and any responsible
officers would be jointly and severally liable téiMOS Taiwan for any losses suffered by ChipMO$vBa and may also be severally liable
criminally for any breach of fiduciary duties thasulted in losses and damages suffered by ChipW&8an. Moreover, certain of these transactions
may not have been in full compliance with ChipMO&wan’s then applicable internal procedures dubdedailure to have received an appropriate
valuation opinion prior to entering into such puashs. The failure to comply fully with ChipMOS Taiw's then applicable internal procedures could
constitute evidence of a failure by the then chaimrof ChipMOS Taiwan and responsible officers tmply fully with their fiduciary duties, which
could result in them being held criminally liabler fany breach of fiduciary duties that resultetbsses and damages to ChipMOS Taiwan. If members
of our current management were held to have brebittedr fiduciary duties or become criminally liakfbr the transactions described above, they may
become obliged, whether under law or otherwisegsign from their respective positions at ChipMQSrBuda and our affiliates. Any loss of the
services of these persons could disrupt our busjrEsnage our reputation, and cause the market gficur common shares to decline.

Risks Relating to Countries in Which We Conduct Opeations

The investment in Mainland China by our controllezbnsolidated subsidiary, Modern Mind, through ChiplB Shanghai, and the related
contractual arrangements may result in Mosel or i8dnware Precision violating ROC laws governing estments in Mainland China by ROC
companies or persons. Any sanctions on Mosel oicBitware Precision as a result of any violation BOC laws may cause Mosel or Siliconware
Precision to decrease its ownership in us signifitly or cause Mosel or Siliconware Precision to &bther actions that may not be in the b
interest of our other shareholders.

ROC laws and regulations generally prohibit invesitrby ROC entities in Mainland China in most aspe€ the semiconductor testing and
assembly industry. “Investment” is defined for thigpose to mean:

. establishing a new company or enterprise in Maohi@hina;

. increasing or’'s equity interest in an existing company or enieepin Mainland Ching

. acquiring shares of an existing company or enteegri Mainland China (other than shares of publidged companies, acquisition of
which is prohibited under current policy of the éstment Commission of the ROC Ministry of Econo#iifairs, or the Investment
Commission); o

. establishing or expanding a branch office in Maidl&hina.
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We provide our services in Mainland China throudhip®OS Shanghai, a company incorporated underaive bf the PRC and a wholly-owned
subsidiary of Modern Mind. Modern Mind is a compangorporated under the laws of the British Virggtands and is wholly-owned by Jesper
Limited, a company incorporated under the lawsefBritish Virgin Islands. While we do not own aeguity interest in Modern Mind, we control
Modern Mind through our ownership of a demand megaed by Modern Mind, convertible into common gsawith a controlling equity interest in
Modern Mind at a conversion rate of one commonesb&Modern Mind for every US$1.00 if repaymenh@ made when due. Under accounting
principles that are applicable to us, Modern Misidir controlled consolidated subsidiary. In additiwe have obtained from Jesper Limited an
irrevocable option to acquire the common sharédadern Mind then owned by Jesper Limited. Paymeaien the demand notes is fully and
unconditionally guaranteed by Jesper Limited amdise by a pledge agreement in respect of theeesdjuity interest in Modern Mind and ChipMOS
Shanghai. We have also entered into other contthattangements with regard to ChipMOS Shanghaintare information, see “Item 4. Information
on the Company—Our Structure and History—MODERN BMINECHNOLOGY LIMITED and ChipMOS TECHNOLOGIES (Shgimai) LTD.”.

As the regulations described above are applicatiieto entities organized within the ROC with respi® specified investments in Mainland
China made by these entities, in the opinion of &ee Li, our ROC special counsel, ChipMOS Bermudaiirect control over ChipMOS Shanghai
through the ownership of demand notes issued byeolllind and the above contemplated contractuahgements are in compliance with all
existing ROC laws and regulations. There are, h@nesubstantial uncertainties regarding the ingtgtion and application of ROC laws and
regulations, including the laws and regulationsegaing the enforcement and performance of our ectual arrangements. Accordingly, we cannot
assure you that ROC regulatory authorities will tadte a view contrary to the opinion of our ROCciglecounsel.

In addition, under current applicable ROC regulaidf a company incorporated in the ROC has dirextindirectly invested in a company
incorporated outside of the ROC and has controlliogrer over the management and operations of soitdiROC company, any investment by such
non-ROC company in the PRC will constitute an itresnt by the controlling ROC company that is subjedrOC laws and regulations. As a result,
for the purposes of these regulations, any investifvathin the meaning of the ROC laws regulatingdastments in Mainland China) by ChipMOS
Bermuda in ChipMOS Shanghai may be deemed to levastment in Mainland China by Mosel and/or Sitie@re Precision, if Mosel and/or
Siliconware Precision is determined to have cotitrglpower over our management and operations. &\thié regulations do not define what
constitutes “controlling power over management eperations”, we understand from our ROC speciahsel Lee and Li, that, due to Mosel's and/or
Siliconware Precision’s equity interest in us aegresentatives on our board of directors, any asite of the convertible notes or demand notes into
shares of Modern Mind or other acquisition of seaModern Mind or ChipMOS Shanghai by ChipMOSBada may be deemed an investment in
Mainland China by Mosel and/or Siliconware Precaisémd require approval by the Investment Commissiod be subject to the prohibitions
described in the first paragraph of this risk facfs a result, so long as Mosel and/or SiliconwRrecision is deemed to have controlling power over
ChipMOS Bermuda’s management and operations, Chipdérmuda may have to choose not to convert itgertible notes or demand notes into
common shares of Modern Mind in order to avoid @igjations by Mosel and/or Siliconware Precisiorenthese regulations. As a result, any
significant ownership of our common shares by Masel/or Siliconware Precision could materially addersely restrict our ability and flexibility in
structuring our investment in Mainland China aneréby affect our business prospects.

If Mosel or Siliconware Precision was determinetbéain violation of the applicable ROC laws andulagons 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 may be subjea fine of between NT$50 thousand and NT$2%ionil Mosel or Siliconware Precision could
comply with the order of the Investment Commisséither by causing us to terminate our investmetitities in Mainland China or by taking actions
that will cause Mosel or Siliconware Precision éase having controlling power over our managemmdhioperations. If Mosel or Siliconware
Precision does not comply with the order of
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the Investment Commission, the ROC governmentmguose on the chairman of Mosel or Siliconware RBieniup to two years’ imprisonment, a fine
of up to NT$25 million, or both. We cannot provigley assurance that any actions taken by MoselliesoSivare Precision to address any orders b
Investment Commission will be in the best intedstur other shareholders. Any termination or de&g@f ChipMOS Shanghai’s operations in
Mainland China could have a material adverse effieatur financial condition, results of operatiamgprospects, as well as the market price of our
common shares.

ROC laws and regulations prohibit certain technolpgooperation between ROC persons or entities WARC persons or entities, and our curre
technology transfer arrangements between ChipMOSmBeda and ChipMOS Shanghai may be found to be iolation of such prohibition, which
may result in the termination of such technologyatisfer arrangements and therefore have a materidivarse effect on the operations of ChipMOS
Shanghai and our financial condition and results afperations.

ROC laws and regulations prohibit any transferashionductor testing and assembly technologiesymarson or entity located in Mainland
China, except for transfers involving certain londesemiconductor testing and assembly technologigd as conventional wire bond assembly
technology, if certain requirements are met. TheCRinistry of Economic Affairs has the ultimate aidiistrative authority in interpreting such laws
and regulations. Under a technology transfer agee¢ndated August 1, 2002, ChipMOS Bermuda licensé€ghipMOS Shanghai certain testing and
assembly-related technologies that were then cbedroy ChipMOS Bermuda, which included technolsgieat were licensed to ChipMOS Bermuda
by ChipMOS Taiwan. ChipMOS Bermuda also provided@®MOS Taiwan with technical support and consultegvices under this agreement. On
April 7, 2004, ChipMOS Bermuda entered into an@ssient agreement with ChipMOS Taiwan, pursuantiiclvChipMOS Taiwan transferred all
the technologies it owned as of that date to Chi@vE&rmuda, including those previously licensed hip®OS Bermuda. On April 12, 2007,
ChipMOS Bermuda entered into an assignment agrelemgmChipMOS Taiwan, pursuant to which ChipMOSwan assigned and transferred fifty
percent of the title to ownership of and interesall of the technologies and intellectual propétriywned as of that date to ChipMOS Bermuda.
ChipMOS Bermuda will continue to license such testbgies to ChipMOS Shanghai pursuant to the abosstioned technology transfer agreement
dated August 1, 2002.

In the opinion of Lee and Li, our ROC special caipsur technology transfer arrangements as destabove are in compliance with all
applicable ROC laws and regulations. However, suttistl uncertainties regarding the interpretatiod application of those laws and regulations e
Accordingly, we cannot assure you that ROC regwyaanithorities will not take a view contrary to thpinion of our ROC special counsel. If
ChipMOS Taiwan were determined to be in violatiémpplicable ROC laws and regulations governingntetogy cooperation with PRC persons and
entities, ChipMOS Taiwan may be ordered by the $tment Commission to terminate such activity withispecified period of time and may be
subject to a fine of between NT$50 thousand and28Tillion. In addition, if ChipMOS Taiwan does reamply with the order of the Investment
Commission, the ROC government can impose on tagrnhn of ChipMOS Taiwan up to two years’ imprisamt) a fine of up to NT$25 million, or
both. Any termination of our current technologynster to ChipMOS Shanghai could materially adverséflect our Mainland China operations and
our financial condition, results of operations cogpects, as well as the market price of our comshames.

Our current ownership structure and contractual eaangements with Jesper Limited, Modern Mind and CM@S Shanghai may not be effective in
providing operational control of our Mainland Chinaperations.

We provide our services in Mainland China throudghp®OS Shanghai, a wholly-owned subsidiary of Mad&tind. While we do not own any
equity interest in Modern Mind, we have a contrglinterest in Modern Mind through our ownershimafemand note issued by Modern Mind. In
2004, we restructured our control of ChipMOS Shamgind the way we provide our services in Mainl@iha through contractual arrangements
Jesper Limited, Modern Mind, and ChipMOS Shanghhése contractual arrangements, however, may nas leéfective in providing control over ¢
Mainland China operations as would direct
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ownership in ChipMOS Shanghai. See “— The investriteMainland China by our controlled consolidagedsidiary, Modern Mind, through
ChipMOS Shanghai, and the related contractual geraents may result in Mosel or Siliconware Preaisiolating ROC laws governing investments
in Mainland China by ROC companies or persons. gamctions on Mosel or Siliconware Precision asaltef any violation of ROC laws may cause
Mosel or Siliconware Precision to decrease its aahnip in us significantly or cause Mosel or Silieaare Precision to take other actions that may not
be in the best interest of our other shareholders”.

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

Certain of our operations are conducted throughpeoiies that we do not fully own. For example, dertairrent consolidated operations are
conducted through ThaiLin, our 42.9% subsidiarpfaglarch 31, 2009, and ChipMOS Shanghai, in whiehexercise control without holding any
direct or indirect equity interest. We also conduottter activities through our affiliated entities.

In accordance with the various laws of the releyarsdictions in which our subsidiaries and affiés are organized, each of our subsidiaries
affiliates and their respective directors owe vasiduties to their respective shareholders. Asaltiehe actions we wish our subsidiaries or iatfis
to take could be in conflict with their or theirectors’ legal duties owed to their other sharebiddWhen those conflicts arise, our ability tossaaur
subsidiaries or affiliates to take the action thatdesire may be limited.

Any future outbreak of health epidemics and outbkesaof contagious diseases, including avian influenSevere Acute Respiratory Syndrome
H1N1 influenza may materially affect our operatiorend business

An outbreak of a contagious disease such as anviarenza or Severe Acute Respiratory Syndrome (SARSI more 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 employees afated persons, and adversely affect our operatibngse or more of our facilities or the operatiohs
our customers or suppliers. We cannot predictiattime the impact of the development of New Infize A or any future outbreak of other disease
could have on our business and results of opesation

We face substantial political risk associated widbing business in Taiwan, particularly due to redeshomestic political events and the strained
relations between the Republic of China and the Blos Republic of China, that could negatively affieour business and the market price of our
common shares.

Our principal executive offices and most of outitesand assembly facilities are located in Taiw&sa result, our business, financial condition
and results of operations and the market pricauotommon shares may be affected by changes in f@d@€&nmental policies, as well as social
instability and diplomatic and social developmenter affecting Taiwan which are outside our cohtfmr example, the ROC has a unique
international political status. The PRC governnregiards Taiwan as a renegade province and doescauognize the legitimacy of the ROC. Although
significant economic and cultural relations haverbestablished during recent years between the &@Ghe PRC, relations have often been strained.
In March 2005, the PRC government enacted an “Setiession Law” codifying its policy of retainingethight to use military force to gain control
over Taiwan, particularly under what it considesshaghly provocative circumstances, such as a deaa of independence by Taiwan or the refusal
by the ROC to accept the PRC’s stated “One Chinéity. Past developments related to the interadtietveen the ROC and the PRC have on
occasion depressed the market prices of the sesunit Taiwanese or Taiwan-related companies, dicfuour own. Relations between the ROC and
the PRC and other factors affecting military, poéit or economic conditions in Taiwan could haveaaterial adverse effect on our financial condition
and results of operations, as well as the marke¢ @gmnd the liquidity of our common shares.
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We are vulnerable to natural disasters and otheeats disruptive to our business and operations.

We currently provide most of our testing servidestigh our facilities in the Hsinchu Industrial Pand the Hsinchu Science Park in Taiwan
and the Shanghai Qingpu Industrial Zone, and atlusfassembly services through our facilities i 8outhern Taiwan Science Park in Taiwan and the
Shanghai Qingpu Industrial Zone. Significant damaigether impediments to these facilities as altedwnatural disasters, industrial strikes or
industrial accidents could significantly increase operating costs.

Taiwan is particularly susceptible to earthquakes tgphoons. For example, in late 1999, Taiwaneseff severe earthquakes that caused
significant property damage and loss of life, gaittrly in the central part of Taiwan. These eantiiees damaged production facilities and adversely
affected the operations of many companies involmegtle semiconductor and other industries. We egpeed NT$1 million in damages to our
machinery and equipment, NT$6 million in damagesubpfacilities, NT$1 million in damages to our @ntory and five days of delay in our product
schedule as a result of these earthquakes.

In January and February 2008, certain parts of MathChina, particularly in the southern, centrad @astern regions, experienced reportedly
the most severe winter weather in the country éemédecades, which resulted in significant aneéresive damages to factories, power lines, homes,
automobiles, crops and other properties, blackéwassportation and communications disruptionsa@theér losses in the affected areas. In addition, in
May 2008, certain semiconductor companies witHifas in eastern Mainland China have experiencediyction disruption reportedly due to power
stoppages caused by the failure of certain elégtsapply system in the area where the plant kd:a¥Ve cannot assure you that our facilities in the
Shanghai Qingpu Industrial Zone will not be advisrsdfected by future snowstorms, power shortagasthquake or other similar events.

In addition, the production facilities of many afressuppliers and customers and providers of comgigany semiconductor manufacturing
services, including foundries, are located in Tavaad Mainland China. If our customers are affedtezbuld result in a decline in the demand for ou
testing and assembly services. If our supplierspodiders of complementary semiconductor manufawjuservices are affected, our production
schedule could be interrupted or delayed. As dtresmajor earthquake, snowstorm, other natusdster or other disruptive event in Taiwan or
Mainland China could severely disrupt the normadragion of business and have a material adversetefh our financial condition and results of
operations.

Risks Relating to Our Corporate Structure

Our ability to receive dividends and other paymefam our subsidiaries may be restricted by commakcstatutory and legal restrictions, and
thereby materially adversely affect our ability gwow, fund investments, make acquisitions, pay demds, repay or repurchase outstanding
indebtedness and otherwise fund and conduct ouribass.

We are a holding company, and our most signifieaset is our ownership interest in ChipMOS Taiwdthough we control ChipMOS
Shanghai through Modern Mind, we do not hold anyitggnterest in these entities due to ROC regujatestrictions on investments in Mainland
China. As long as we do not hold any equity inteire¢hese entities, we are not entitled to anyd#imds distributed by these entities and our
contractual arrangements may not effectively pretlegse entities from declaring any dividends &irtehareholders. Dividends we receive from our
subsidiaries, if any, will be subject to taxation.

The ability of our subsidiaries to pay dividend=pay intercompany loans from us or make otheribigtons to us is restricted by, among other
things, the availability of funds and the termwafious credit arrangements entered into by ousididries, as well as statutory and other legal
restrictions. In addition, although there are cutigeno foreign exchange control regulations whiestrict the ability of our subsidiaries located in
Taiwan to distribute dividends to us, we cannoussgou that the relevant regulations will not barged and that the ability of our subsidiaries to
distribute dividends to us will not be restrictedhe future.

21



Table of Contents

A Taiwan company is generally not permitted torilistte dividends or to make any other distributitmshareholders for any year in which it did not
have either earnings or retained earnings (exatudiserves). In addition, before distributing aidiwnd to shareholders following the end of a fiscal
year, the company must recover any past losseslpaytstanding taxes and set aside 10% of itsiainmet income (less prior years’ losses and
outstanding taxes) as a legal reserve until theraatated legal reserve equals its paid-in capatad, may set aside a special reserve.

In addition, PRC law requires that our PRC-incogped subsidiary only distributes dividends outtefiet income, if any, as determined in
accordance with PRC accounting standards and témudaUnder PRC law, it is also required to sédeast least 10% of its after-tax net income each
year into its reserve fund until the accumulateghleeserve amounts to 50% of its registered dapiRC-incorporated companies are further required
to maintain a bonus and welfare fund at percentdgessmined at their sole discretion. The reseuvel fand the bonus and welfare fund are not
distributable as dividends. Moreover, a ROC-incoaped company is only able to declare dividendsatnnual general meeting of shareholders,
which cannot occur until after completion of itsxaal financial statements. Any limitation on dividepayments by our subsidiaries could materially
adversely affect our ability to grow, fund investitee make acquisitions, pay dividends, repay ounepase outstanding indebtedness, and otherwise
fund and conduct our business.

Siliconware Precision and Mosel, our two largestaskholders, have significant influence over our cgpany and may cause us to take actions t
may not be, or refrain from taking actions that mdye, in our best interest or the best interest af other shareholders.

Siliconware Precision and Mosel directly and indile owned approximately 14.5% and 13.3% of our s@m shares as of March 31, 2009,
respectively. As the two largest shareholdersdiat more than 10% of our common shares respecti@digonware Precision and Mosel have
significant influence over all matters submittedto shareholders for approval and other corp@etiens, such as:

. election of directors
. timing and manner of dividend distributior

. approval of contracts between us and SiliconwaegiBion or Mosel or their respective affiliates,igfhcould involve conflicts of interest;
and

. open market purchase programs or other purchasas @bmmon share

Siliconware Precision and Mosel's substantial i$és in our company could also:
. delay, defer or prevent a change in who controj:

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

. adversely affect the market price of our commorresh

In addition, one of our directors, Mr. Hsing-Ti Tyaalso acts as a director of ProMOS, a subsidiiMosel. As a result, conflicts of interest
between Mr. Tuan’s duty to us and ProMOS and/oréVosy arise. For an example of such a conflichtgrest, see “— Risks Relating to Countries
in Which We Conduct Operations—The investment irifléend China by our controlled consolidated sulzsigiModern Mind, through ChipMOS
Shanghai, and the related contractual arrangemeaggesult in Mosel or Siliconware Precision violgtROC laws governing investments in
Mainland China by ROC companies or persons. Angtiams on Mosel or Siliconware Precision as a tesuhny violation of ROC laws may cause
Mosel or Siliconware Precision to decrease its aanip in us significantly or cause Mosel or Silieaare Precision to take other actions that may not
be in the best interest of our other sharehold®&'.cannot give any assurances that when conélfdtgerest arise, Mr. Tuan will act in our intetes
or that conflicts of interest will be resolved iardavor.
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Moreover, because Siliconware Precision and Maset Ipotential power to direct or influence our avgte actions, we may be required to
engage in transactions that may not be agreealolertother shareholders or that may not be in &st 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 ability to gw and fund its operations may be materially adwaysaffected.

As ChipMOS Taiwan is not a listed company, it gatigrdepends on us to meet its equity financingir@ments. Any capital contribution by us
to ChipMOS Taiwan may require the approval of gslevant ROC authorities. For example, any capaatribution by us to ChipMOS Taiwan will
require the approval of the authorities of the BogePark Administration. We may not be able to iobaay such approval in the future in a timely
manner, or at all. If ChipMOS Taiwan is unableeceive the equity financing it requires, its apitio grow and fund its operations may be materially
adversely affected.

Risks Relating to Our Common Shares

Volatility in the price of our common shares maysdt 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 androtbentries have experienced significant price asldme fluctuations, and market prices of
technology companies have been and continue tatbengely volatile. Volatility in the price of ouocnmon shares may be caused by factors outs
our control and may be unrelated or disproportienatour results of operations. In the past, foll@yperiods of volatility in the market price of a
public company’s securities, shareholders haveufatly instituted securities class action litigategainst that company. Litigation of this kind kbu
result in substantial costs and a diversion ofroanagement’s attention and resources.

Certain provisions in our constitutive documents @im our severance agreements with our executiviceis make the acquisition of us by another
company more difficult and costly and therefore mdglay, defer or prevent a change of control.

Our bye-laws provide that our board of directordiisded into three classes of directors, eachsdade re-elected only once every three years.
As a result, shareholders would not generally be &breplace a majority of the directors untikaftwo annual general meetings. In addition, any
extraordinary corporate transaction such as a mesigeglgamation or consolidation, or a sale orgi@mof all or substantially all of our assets, roain
be done without the approval of shareholders remptesy 70% of the total voting rights of all shas&ters having the right to vote at such general
meeting called to consider such extraordinary tatign. These provisions in our constitutive docaotagnay increase the difficulty faced by a party
which seeks to acquire control of our board orgprave an extraordinary transaction.

In 2007, we entered into change in control severagreements with certain executive officers purst@awhich we agreed to pay certain
severance payments if a change in control everdegfised in the change in control severance agraesnheccurs and the employment of such
executive officer is terminated by our company othan for cause or by such executive officer foodj reasons within two years following the
occurrence of the change in control event. Thesa@#s 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 @hare price and you may suffer dilution.

Sales of substantial amounts of shares in the puidirket, the perception that future sales may meeithe pledge of a substantial portion of our
common shares could depress the prevailing marie pf our shares. As of March 31, 2009, we hagat@dmately 84 million shares outstanding,
including approximately 48 million shares of whiate freely tradable within the United States with@striction or further registration under the
Securities Act. Siliconware Precision, Mosel, Tuivi Capital Management, LLC and ThailLin, our fougkst shareholders, owned 12,174,998,
11,194,644, 8,612,506 and 5,732,553 common
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shares as of March 31, 2009, respectively, reptiegeim the aggregate of approximately 44.9 % af autstanding common shares. Séerh 7. Majot
Shareholders and Related Party Transactions — Majareholders”. As of March 31, 2009, we had US$88on aggregate principal amount of the
2004 notes outstanding (including US$9 million aggate principal amount held by ThaiLin, our 42.9%ned consolidated subsidiary) and US$2
million aggregate principal amount of the 2006 satatstanding. The 2004 notes and the 2006 not¢esoavertible into our common shares at the
conversion price of US$6.28 per share and US$6eBSipare, respectively, in each case the convepsioa may be subject to certain adjustments.

Mosel in the past decided to sell a significantiporof our common shares in order to raise fud@sDecember 9, 2005, we filed a shelf
registration statement on Form F-3, pursuant tachviie registered for potential offering approxiniatéS$194 million of additional common shares
or debt securities convertible into common shdredune 2006, Mosel sold 6,956,522 common sharesgh its wholly-owned subsidiary, Giant
Haven, under this shelf registration statement.evtban three years have elapsed since this re@stistatement became effective and therefore no
further offers or sales of registered shares mayaée pursuant to this registration statementdttitan, in March 2007, we issued 12,174,998
common shares pursuant to a share purchase antiptiba agreement with ChipMOS Taiwan and Silicame/Precision, and we entered into a
registration rights agreement in March 2007 witlicBnware Precision, pursuant to which we grante8iticonware Precision certain rights to require
us to register these common shares for sale uhde3ecurities Act. In July 2007, Mosel sold 8,186,2ommon shares through Giant Haven to
ProMOS and Powertech Technology, and we then gitaatent Haven, ProMOS and Powertech Technologwiterights to require us to register th
common shares for sale under the Securities Actafstareholder that is not our affiliate theseehaay be resold pursuant to Rule 144 after lapse
the applicable holding period. In 2008, ProMOSefdito meet its payment obligations to ThaiLin. Sagoently in March 2009, ThaiLin acquired
4,060,633 common shares from ProMOS pursuant enftsrcement of the collateral under a Stock Plelgeement between ThaiLin and ProMOS
dated December 3, 2008. Furthermore, each of 8illeoe Precision, Mosel and ThaiLin may be ablesth & any three-month period, that number of
those ChipMOS common shares that each of Silicom®agcision, Mosel and ThaiLin owns, as the caselmaup to the greater of (i) one percent of
our outstanding common shares or (ii) the averagekly trading volume of our common shares as redarsh the Nasdaq Global Select Market du
the four calendar weeks prior to filing a noticelenRule 144(h) for any such sales pursuant to R4dée) under the Securities Act.

On September 14, 2007, ChipMOS Bermuda issued B84,dmmon shares pursuant to a share exchangeadtimmswith ChipMOS Taiwan,
under which ChipMOS Bermuda exchanged one commaredbr every 8.4 ChipMOS Taiwan shares then oodétg. Following the completion of
the share exchange transaction, ChipMOS Taiwannbecar wholly-owned subsidiary. We plan to issuenttime to time, additional shares in
connection with employee compensation and to fiagussible future capital expenditures, investmengcquisitions. See “ltem 6. Directors, Senior
Management and Employees—Share Option Plan ane 3ipgreciation Rights Plan” for a discussion of 8fere Option Plan that we have adopted
for the benefit of all of our directors, officemmployees and consultants. The issuance of additshrares may have a dilutive effect on other
shareholders and may cause the price of our consimares to decrease.

In addition, the indictment relating to Mr. Hung4GHu alleges that embezzled funds were used iestments by PacMOS, which, as of
March 31, 2009, owned 3.8% of our outstanding comstwares. As a result, PacMOS may be ordered byael authorities to dispose of its
investments made with any embezzled funds, which msult in a sale of our shares by PacMOS. A sliesignificant number of our shares by
PacMOS or our other current shareholders couldedspour share price.
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Conversion of our outstanding convertible notes Mdllute the ownership interest of existing sharelders and future issuances of our securities
could dilute your ownership.

In November 2004, we issued US$85 million of th@40otes, which bear interest at an annual rale7&%. In December 2004, we
repurchased and cancelled approximately US$1 mibicthe 2004 notes. As of March 31, 2009, the 208#s are convertible into our common sh
at a conversion price of US$6.28, which was ad{utem the initial conversion price of US$7.85 puast to the terms of the convertible notes. In
September 2006, we issued US$100 million of theés2@fies, which bear interest at an annual rate33f86 and have an initial conversion price of
US$6.85 per share, subject to certain adjustm&hes.conversion of some or all of these convertitdges will dilute the ownership interest of exigtin
shareholders. Any sales in the public market ofctramon shares issuable upon such conversion edwigrsely affect prevailing market prices of our
common shares. In addition, the existence of thesgertible notes may encourage short selling bskatgarticipants because the conversion of the
notes could depress the price of our common sher&ctober 2006, we made an induced conversiar ¢dfthe holders of our 2004 notes pursuant to
which we offered to each holder, as incentive tarhsholder to convert its 2004 notes, a cash payegpral to 7% of the principal amount of the 2004
notes converted by such holder. Pursuant to thecedl conversion offer, noteholders converted USHibmin aggregate principal amount of the 2!
notes into 1,114,649 common shares and received daggregate cash consideration of approximat8§490 thousand. On November 3, 2006, we
repurchased US$6 million in aggregate principal am@f the 2004 notes pursuant to the noteholgrrsbption under the indenture. ThaiLin, our
42.9% owned consolidated subsidiary, purchased Wdidn and US$2 million in aggregate principal aumt of the 2004 notes in November 2007
and December 2008, respectively. During 2008, Cld@@Bermuda repurchased the 2004 notes in aggrpgatépal amount of US$2 million, US$11
million, and US$2 million on August 29, Septembgeafd December 2, respectively. On November 297 28@ repurchased US$1 million in
aggregate principal amount of the 2006 notes. Oy 88 June 2, June 13, June 17 and June 30, 2008VIOS Bermuda repurchased the 2006 notes
in aggregate principal amount US$1 million, US$Hiom, US$9 million, US$1 million and US$2 milliomespectively. On September 29, 2008,
ChipMOS Bermuda repurchased aggregate principalatidS$79 million pursuant to the offer of the pption offered under the indenture. The
noteholders of the 2004 and 2006 notes may caugCIS Bermuda to repurchase the notes only upowdbarrence of certain fundamental
changes. As of March 31, 2009, we had US$56 milliggregate principal amount of the 2004 notes andiitg (including US$9 million aggregate
principal amount held by ThailLin, our 42.9% ownethsolidated subsidiary) and US$2 million aggregetiecipal amount of the 2006 notes
outstanding. The 2004 notes and the 2006 notesoareertible into our common shares at the convergie of US$6.28 per share and US$6.85 per
share, respectively, in each case the conversioa pray be subject to certain adjustments. For nmfoemation, see Note 14 to our consolidated
financial statements contained in this Annual ReporForm 20F. As of March 31, 2009, no other cosiea of these convertible notes had taken
place.

Item 4. Information on the Company
Overview of the Company

We believe that we are one of the leading indepaingi®viders of semiconductor testing and assersdyices. Specifically, we believe that we
are one of the leading independent providers dhgsnd assembly services for LCD and other fhated display driver semiconductors in Taiwan and
for advanced memory and mixed-signal products inwdia and Mainland China. The depth of our engimegexpertise and the breadth of our testing
and assembly technologies enable us to providewsiomers with advanced and comprehensive testidgssembly services. In addition, our
geographic presence in Taiwan and Mainland Chidtiiactive to customers wishing to take advantddbe logistical and cost efficiencies stemming
from our close proximity to foundries and producgfsonsumer electronic products in Taiwan and Néaid China. Our production facilities are
located in Hsinchu and Tainan, Taiwan and Shangfainland China.

Our Structure and History

We are a holding company, incorporated in Auguio2tnder the Companies Act 1981 of Bermuda (as dewr(the “Bermuda Companies
Act”), under the name “ChipMOS TECHNOLOGIES (Berraydl TD.”. Our principal place of business is locht# No. 1, R&D Road 1, Hsinchu
Science Park, Hsinchu, Taiwan, Republic of Chinh@umr phone number is (886) 3 563
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3988. We provide most of our services in Taiwawotigh our wholly-owned subsidiary, ChipMOS TECHNOLIES INC., or ChipMOS Taiwan, and
its subsidiaries and investees. We also providécees in Mainland China through ChipMOS TECHNOLOGIEShanghai) LTD., or ChipMOS
Shanghai, a wholly-owned subsidiary of MODERN MINBECHNOLOGY LIMITED, or Modern Mind, which is one @lur controlled consolidated
subsidiaries. As of March 31, 2009, Siliconwareciien Industries Co., Ltd., or Siliconware Preaisiowned approximately 14.5% of our common
shares, and Mosel Vitelic Inc., or Mosel, indirgaiivned approximately 13.3% of our common shares.

The following chart illustrates our corporate strue and our equity interest in each of our printgubsidiaries and affiliates as of March 31, 2609
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(1) Under ROC Financial Accounting Standards aredégulations of the Taiwan Securities and FutBrggau, we are required to consolidate the finamegults of any subsidiaries in which we
hold a controlling interest or voting interest xcess of 50%. From 2004, we consolidated the filgdunesults of ChipMOS Taiwan, ChipMOS Japan, Ch@MUSA, ChipMOS
TECHNOLOGIES (H.K.) Limited, or ChipMOS Hong Konifodern Mind and its wholly-owned subsidiary, Chip®&hanghai, ThaiLin, Advanced Micro Chip Technol@yy, Ltd. (which
was liquidated in October 2004), ChipMOS Logic (ethivas merged into ThaiLin in December 2005), Cla(ivhich was merged into ChipMOS Taiwan in Noven2@05), WWT (which wa
merged into ChipMOS Logic in April 2004) and Figgmiconductor Technology, Inc. (in which ChipMOSwan acquired a 67.8% equity interest on Novemb&004 and transferred back
this interest to First Semiconductor Technologyg, on April 29, 2005)

(2) As of March 31, 2009, 3,899,999 shares of CHi@Hong Kong were issued to us and one share s@sdgo Shih-Jye Cheng, our chairman and chiefugixecofficer, representing 100% of
the then issued share capital of ChipMOS Hong K&fnif-Jye Cheng holds the one share issued to him deerfe 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 ChipM®@&wan, and Siliconware Precision subscribed t4 722,998 of our newly issued common shares throygfivate placement. Following such
transaction, on September 14, 2007, we complesth@ exchange transaction with ChipMOS Taiwanuaunisto which we exchanged one common share foy 8¢ ChipMOS Taiwan
shares. Following the completion of the share exghdransaction, ChipMOS Taiwan became our w-owned subsidiary

(4) We control Modern Mind through our ownershipaofonvertible note issued by Modern Mind that rhayconverted into a controlling equity interesModern Mind. We do not currently own
any equity interest in Modern Mind. ChipMOS Sharige@a wholly-owned subsidiary of Modern Min

Below is a description of our principal consolidh&ibsidiaries:

ChipMOS TECHNOLOGIES INC. ChipMOS Taiwan was incorporated in Taiwan in JLU®@7 as a joint venture company of Mosel and
Siliconware Precision and with the participatiorotfer investors. Its operations consist of thérigsand assembly of semiconductors as well as gold
bumping and memory module manufacturing. We acduiteg interest in ChipMOS Taiwan by issuing our coom shares to ChipMOS Taiwan’s
shareholders in exchange for their 70.3% sharemgldi ChipMOS Taiwan in January 2001. In Octobed2ChipMOS Taiwan issued 6,911,732
common shares as employee bonuses. In Decembern280&sued 531,175 common shares in exchange@d8342 ChipMOS Taiwan common
shares held by these employees.
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On June 16, 2005, ChipMOS Taiwan and Chantek, @68ubsidiary of ChipMOS Taiwan, agreed to merge stock-for-stock transaction.
Under the merger agreement, as amended on Septén@5, shareholders of Chantek (other than CRigM aiwan) were entitled to elect to rece
cash or ChipMOS Taiwan shares in exchange for leémtek shares at the ratio of 3.6 to 1. As atgShipMOS Taiwan paid NT$81 million in cash
and issued 6 million (which represented approxilgader% of ChipMOS Taiwan’s outstanding shares irdiately after the completion of the
transaction) shares to Chantek shareholders pursutite merger agreement. The transaction cloeddavember 21, 2005.

On March 27, 2007, we completed a share purchabewscription transaction with ChipMOS Taiwan &iliconware Precision, under which
we and ChipMOS Taiwan purchased all of SiliconwRrecision’s equity interest in ChipMOS Taiwan, &iliconware Precision subscribed to
12,174,998 of our newly issued common shares thiraugrivate placement. As of March 31, 2007, wel 98.1% of the outstanding common shares
of ChipMOS Taiwan.

On September 14, 2007, we completed a share exetieamgsaction with ChipMOS Taiwan pursuant to whighexchanged one common share
for every 8.4 ChipMOS Taiwan shares. In connectiith the share exchange transaction, ChipMOS Beanauti ChipMOS Taiwan paid in the
aggregate NT$ 53 million in cash to purchase fometi shares and shares held by dissenting shasrhplthd ChipMOS Bermuda issued 604,124 new
common shares. Following the completion of the slgxchange transaction, ChipMOS Taiwan became baliywvowned subsidiary.

ChipMOS TECHNOLOGIES (H.K.) LimitedChipMOS Hong Kong (formerly ChipMOS Far East Lintijevas incorporated in Hong Kong in
November 2002. It is engaged in semiconductorrtgsind assembly services and trading of spare gadgitsools. Effective May 31, 2005, the namt
ChipMOS Far East Limited was changed to ChipMOS AEOLOGIES (H.K.) Limited. As of March 31, 2009, vaeld 100% of the outstanding
common shares of ChipMOS Hong Kong.

MODERN MIND TECHNOLOGY LIMITED and ChipMOS TECHNOLGGIES (Shanghai) LTD. Modern Mind was incorporated in the
British Virgin Islands in January 2002. Modern Miodnducts its operations through ChipMOS Shanghwaiholly-owned subsidiary incorporated in
Mainland China in June 2002. ChipMOS Shanghai gsagrd in wafer testing and semiconductor assenmuytesting. We acquired a 100% equity
interest in Modern Mind on December 12, 2002, drahttransferred it to Jesper Limited on DecembefB@2. In 2003, we acquired from Jesper
Limited a convertible note in the amount of US$3million issued by Modern Mind that may be convdrileto a controlling equity interest in Modern
Mind at a conversion rate of one ordinary shar®ofiern Mind for every US$1.00 if the repaymentd made when due. In 2004, we restructurec
control of ChipMOS Shanghai and our Mainland Chaparations. On July 29, 2004, we replaced the US&3illion convertible note previously
issued by Modern Mind in its entirety with a US$&#hillion demand note issued by Modern Mind, whie tlifference representing a US$25 million
loan that we extended to Modern Mind from the metpeds of our July 2004 offering of common shdreaddition, we extended a loan in the
aggregate amount of US$50 million to Modern Minahfrthe net proceeds of our November 2004 convertibbt offering in exchange for demand
notes issued by Modern Mind in the same aggregataat. As of March 31, 2009, the aggregate amotiutal loans we extended to Modern Mind
was US$130.3 million. The demand notes are corbleréit any time into common shares representingiediately after the conversion, almost 100%
of the then outstanding common shares of ModerrdMira conversion rate of US$1.00 for each comrhanesof Modern Mind. Payment under the
demand notes are fully and unconditionally guareshtey Jesper Limited and secured by a pledge agramrespect of the entire equity interest in
Modern Mind and ChipMOS Shanghai. We have obtafrad Jesper Limited an irrevocable option to acguair any time the common shares of
Modern Mind then owned by Jesper Limited.

In addition, on April 22, 2004, ChipMOS Hong KongdaChipMOS Shanghai entered into an exclusive sesvagreement, pursuant to which
ChipMOS Shanghai will provide its services exclesivto ChipMOS Hong Kong or customers designate€bipMOS Hong Kong. Under the
exclusive services agreement, ChipMOS Hong Kongpuilchase and consign to ChipMOS Shanghai ath@ftguipment required to render those
services. The exclusive services agreement hasneofeten years, which is automatically renewablean additional teyear period unless either pa
provides written notice of intention to terminatdemst 30 days prior to the expiration of suchyear term. In addition, ChipMOS Hong Kong may
terminate the exclusive services agreement atiareylty giving 30 days’ prior written notice.
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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 Conduct @fiens—The investments in Mainland China by ourtogled consolidated subsidiary, Modern
Mind, through ChipMOS Shanghai, and the relatedreotual arrangements may result in Mosel or Silweare Precision violating ROC laws
governing investments in Mainland China by ROC camigs or persons. Any sanctions on Mosel or Sili@ne Precision as a result of any violation
of ROC laws may cause Mosel or Siliconware Prenigiodecrease its ownership in us significantlgause Mosel or Siliconware Precision to take
other actions that may not be in the best intesestir other shareholders” and “Item 3. Key Infotima — Risk Factors-Risks Relating to Countries
Which We Conduct Operations—Our current ownershipcture and contractual arrangements with Jesppeited, Modern Mind and ChipMOS
Shanghai may not be effective in providing operalaontrol of our Mainland China operations”.

ThaiLin Semiconductor CorpThaiLin was incorporated in Taiwan in May 1996, asmtisted on the GreTai Securities Market in Taiwh is
engaged in the provision of semiconductor testergises. ChipMOS Taiwan acquired a 41.8% intemeSthaiLin in December 2002. Under applice
accounting principles, ThaiLin was consolidate@ iotir consolidated financial statements in 200&bse ChipMOS Taiwan was deemed to exert
significant control over ThaiLin through commoneditors and management.

In August 2004, ThaiLin completed a NT$1,000 milliconvertible bond offering, and ChipMOS Taiwanghased bonds in an amount of
NT$100 million in that offering to maintain its mentage ownership in ThaiLin. ChipMOS Taiwan cote@these convertible bonds in March 2C

On August 15, 2005, ThailLin entered into a mergge@ament with ChipMOS Logic, whereby ChipMOS Loggreed to be merged into Thail
with ThaiLin as surviving entity. Under the merggreement, shareholders of ChipMOS Logic receivelammmon share of ThailLin in exchange for
2.8 common shares of ChipMOS Logic. As a resulgillin issued approximately 43 million shares (whiepresented approximately 14.4% of
ThaiLin’s outstanding shares immediately after¢bepletion of the transaction) to ChipMOS Logicr&elders. The transaction closed on
December 1, 2005.

On March 4, 2008, ChipMOS Taiwan made a loan iamount of NT$145 million (US$4 million) to Taiwarokn Co. Ltd., or Kolin, a major
shareholder of ThaiLin. The loan is repayable withine year and bears interest at a rate of 4.69%rpeim. The loan is secured by a pledge by Kolin
of 11 million common shares of ThaiLin. See “Iterr\ajor Shareholders and Related Party Transactid®slated Party Transactions—ThaiLin
Semiconductor Corp.”.

As of March 31, 2009, ChipMOS Taiwan held (exclygdthe ThaiLin common shares pledged to us in cdiorewith the loan to Kolin) a 42.9
interest in ThaiLin. Mr. S.J. Cheng, our chairman ahief executive officer and the director andichan of ChipMOS Taiwan, is also a director and
the chairman of ThaiLin. In addition, six of thenaidirectors of ThaiLin are appointed by ChipMO Sn&a.

As of March 31, 2009, ThaiLin held 5,732,553 of outstanding shares, corresponding to 6.8% offallio outstanding shares. See “ltem 7.
Major Shareholders and Related Party Transactior®elated Party Transactions—ThaiLin SemiconductmpC.

Advanced Micro Chip Technology Co., LAMCT was incorporated in Taiwan in March 2000. ibyided gold bumping services, which are
used in connection with the assembly of LCD aneoflatpanel display driver semiconductors. In Februal@@hipMOS Taiwan acquired a 23.
interest in AMCT and increased its ownership du20§3 to 30.8% as of December 31, 2003. ChipMO®dmipurchased additional interests in
AMCT in January, February and March 2004. As alte@hipMOS Taiwan held a 99.7% equity interesAMCT as of April 30, 2004. ChipMOS
Taiwan completed the integration of all of AMGTbusiness operations into ChipMOS Taiwan in Ap00D4 and completed the liquidation of AMC1
October 2004.
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CHANTEK ELECTRONIC CO., LTD.Chantek was incorporated in Taiwan in May 1989 waad listed on the GreTai Securities Market in
Taiwan until November 16, 2005. It provides semihaetior assembly services for low-density volatide @aon-volatile memory semiconductors,
consumer semiconductors and microcontroller sendigotors. ChipMOS Taiwan acquired its ownershipregein Chantek in September 2002.

PlusMOS was incorporated in Taiwan in March 200@ gsnt venture between ChipMOS Taiwan and Mosetlie manufacture, design and
sale of DRAM modules. On April 1, 2004, PlusMOS werged into Chantek in a stock-for-stock mergespant to which shareholders of PlusMOS
received 1.1 common shares of Chantek in exchasrgene common share of PlusMOS. The merger waoapg@rby the shareholders of Chantek and
PlusMOS in December 2003. Upon consummation ofrttéeger, ChipMOS Taiwan directly held a 34.2% ies¢iin Chantek, which is the surviving
entity. As a result, ChipMOS Taiwan became the liig shareholder of Chantek. Starting from Adrjl2004, we began consolidating Chantek into
our consolidated financial results and increasedraarest in Chantek to 68.0% on November 30, 2004

On November 21, 2005, Chantek was merged into CBiSMaiwan, with ChipMOS Taiwan as the survivingtgntor additional information
regarding the merger agreement, see “— ChipMOS TRCOHOGIES INC.” above.

ChipMOS Logic TECHNOLOGIES INC. ChipMOS Logic was incorporated in Taiwan in Jagu2004, with ChipMOS Taiwan holding a
62.5% interest and ThaiLin holding a 37.5% inter€tipMOS Logic is engaged in logic testing sersid®n April 30, 2004, WWT, a Taiwan-based
company engaged in logic testing services, mengedGhipMOS Logic, with ChipMOS Logic as the suiny entity, in a stock-for-stock merger
pursuant to which shareholders of WWT received@mamon share of ChipMOS Logic in exchange for I@iwmn shares of WWT. Upon
consummation of the merger between WWT and ChipM@dic, ChipMOS Taiwan and ThailLin owned approxintiat2.9% and 24.6%,
respectively, of ChipMOS Logic, with the originabmagement team of WWT, two original shareholdeM/@§T, including one creditor bank, and 1
management team of ChipMOS Logic owning the remagiimterest.

On December 1, 2005, ChipMOS Logic was mergedTi@iLin, with ThaiLin as the surviving entity. Fadditional information regarding the
merger agreement, see “— ThaiLin Semiconductor Catpove.

First Semiconductor Technology, Indzirst Semiconductor Technology, Inc. was incorpetah the United States of America in June 1998 and
engages in IC logic testing services. ChipMOS Taiwequired a 67.8% ownership interest in First $emductor Technology, Inc. on November 1,
2004 in connection with the purchase of certaiet&sand equipment from First International Compuiesting and Assembly, and transferred this
interest to First Semiconductor Technology, IncAgmil 29, 2005 pursuant to a share repurchasecageat.

Industry Background

We provide a broad range of back-end testing sesyincluding engineering testing, wafer probing final testing of memory and mixesignal
semiconductors. We also offer a broad selectidearfframe-based and organic substrate-based paakagmbly services for memory and mixed-
signal semiconductors. Our advanced leadframe-h@sadiges include thin small outline packages,S©Fs, and our advanced organic substrate-
based packages include fine-pitch ball grid areayine-pitch BGA, packages. In addition, we pravigbld bumping, testing and assembly services for
LCD and other flat-panel display driver semicondustby employing TCP, COF and COG, technologies.

Semiconductors tested and assembled by us arérupetsonal computers, graphics applications, sisoffame consoles and personal digital
assistants, or PDAs, communications equipment, asaellular handsets, and consumer electroniaugtednd display applications, such as filatel
displays. In 2008, 51.7% our net revenue was deriramn testing services for memory and mixed-sigrahiconductors, 31.8% from assembly
services for memory and mixed-signal semicondugctord 16.5% from LCD and other flat-panel displaiyer semiconductor testing and assembly
services.
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Semiconductor Industry Trends

Growth in the semiconductor industry is largelyéri by end-user demand for consumer electroniesframications equipment and computers,
for which semiconductors are critical componentighty cyclical, the worldwide semiconductor indyshras experienced peaks and troughs over the
last decade, with a severe downturn at the en@@® Zhat was followed by a modest recovery in 2882. Beginning in the fourth quarter of 2008, the
semiconductor industry commenced another downhahihcreased in unprecedented severity towardsrideof 2008 and is still continuing.

Selected Key Semiconductor Markets

After such time as a recovery occurs in end-usarashel for new and improved electronic products glieations that is sufficient to reverse
reduced demand trends that began in 2007 andilkestinuing, various sectors of the semicondudtalustry are in turn expected to benefit from a
resumption in growth. These sectors include the amgreemiconductor market, and the LCD and otheydémel display driver semiconductor market.

Memory Semiconductor Market

The potential for memory market growth is linkedatgicipated memory content increases in consuieetrenics and PC applications (after
such time as a recovery occurs in end-user denwrttidse) due to increasing operating system reopgints, increasing use of graphics in gaming and
other applications, continued growth of broadbamatent and a transition to 64-bit PC architectlitee memory market is dominated by two
segments—DRAM and flash memory. Potential growtthenDRAM market is expected to be driven by insesain average memory size per PC and
PC unit shipment. Flash memory market potentialwtinds expected to be driven by increasing memeguirements for cellular handsets, digital
cameras and digital audio and video devices.

LCD and Other Flat-Panel Display Driver Semicondudilarket

Flat-panel displays are used in applications ssdr@ monitors, notebook computers, television sethjlar handsets and digital cameras. Thin-
film-transistor LCDs, or TFT-LCDs, account for albdree-fourths of the flat-panel display markeieTend-user demand for LCD and other flatel
display driver semiconductor experienced a sigaificdownturn in 2007 and in 2008 that is still Goning.

Mixed-Signal Semiconductor Market

The communications market is one of the main dsivdrpotential growth in the semiconductor induskfyxed-signal semiconductors, which i
chips with analog functionality covering more thaaif of the chip area, are largely used in the comications market. The increasing use of digital
technology in communications equipment requirepskiith both digital and analog functionality fgpdications such as modems, network routers,
switches, cable set-top boxes and cellular handastthe size and cost of cellular handsets aneratbmmunications-related devices have decreased,
components have increased in complexity. Mixed-aigemiconductors, such as LCD controllers and @ébtrollers, are also used in consumer
electronic products.

Overview of the Semiconductor Manufacturing Process

The manufacturing of semiconductors is a complecgss that requires increasingly sophisticatedneeging and manufacturing expertise. The
manufacturing process may be broadly divided ih&ofbllowing stages:

.'
=
Front End Circuit T Wafer s ChipMOS
Design Fabrication Walar
Probe
. “u = “n prm——
Hiﬂ.‘k End ChipMOS ChipMOS
Finmal Assembly
Test
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Proces: Description
Circuit Design The design of a semiconductor is developed by tagint circuit patterns and interconnectic

Wafer Fabrication Wafer fabrication begins with the generation ohafomask, a photographic negative onto which aittidesign pattern is
etched or transferred by an electron beam or lzesam writer. Each completed wafer contains mansidated chips, each
known as a die

Wafer Probe Each individual die is then electrically testedpoobed, for defects. Dies that fail this testdiszarded, or, in some cases,
salvaged using laser repe

Assembly The assembly of semiconductors serves to protedalith facilitates its integration into electrosicstems and enables 1
dissipation of heat. The process begins with teandiof the wafers into chips. Each die is affixed leadframe-based or
organic substratbased package. Then, electrical connections angefrin many cases by connecting the terminalfiewlie tc
the inner leads of the package using fine metasviFinally, each chip is encapsulated for pratectiusually in a molded epoxy
enclosure

Final Test Assembled semiconductors are tested to ensur¢héhdevice meets performance specifications. Tgséikes place on
specialized equipment using software customize@dah application. For memory semiconductors,gtosess also includes
“burr-in” testing to screen out defective devices by applyeny high temperatures and voltages on to the medievice.

Outsourcing Trends in Semiconductor Manufacturing

Historically, integrated device manufacturers,DMis, designed, manufactured, tested and assembteid@nductors primarily at their own
facilities. In recent years, there has been a thertide industry to outsource stages in the manufaag process to reduce the high fixed costs tiegul
from the increasingly complex manufacturing proc&8gually every significant stage of the manufaitg process can be outsourced. The
independent semiconductor manufacturing servicagehaurrently consists of wafer fabrication andlpng services and semiconductor testing and
assembly services. Most of the world’s major IDMswruse some independent semiconductor manufactseingces to maintain a strategic mix of
internal and external manufacturing capacity. Wieelse that many of these IDMs are significantlyweithg their investments in new semiconductor
testing and assembly facilities.

The availability of technologically advanced indedent semiconductor manufacturing services haseadabled the growth of “fabless”
semiconductor companies that focus exclusivelyamiconductor design and marketing and outsourdefedarication, testing and assembly
requirements to independent companies.

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

Significant Capital Expenditure RequiremenBriven by increasingly sophisticated technolobieguirements, wafer fabrication, testing and
assembly processes have become highly complexriregigubstantial investment in specialized equiptreand facilities and sophisticated engineering
and manufacturing expertise. In addition, prodifetdycles have been shortening, magnifying thalrieecontinually upgrade or replace
manufacturing, testing and assembly equipmentt¢oramodate new products. As a result, new investriarih-house fabrication, testing and
assembly facilities are becoming less desirabléddts because of the high investment costs, as agtlifficulties in achieving sufficient economies
of scale and utilization rates to be competitivehvife independent service providers. Independemtdry, testing and assembly companies, on the
other hand, are able to realize the benefits ofiafization and achieve economies of scale by piiogi services to a large base of customers across a
wide range of products. This enables them to redoses and shorten production cycles through hégiacity utilization and process expertise.
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Increasing Focus on Core Competenciés the costs of semiconductor manufacturing itéesl increase, semiconductor companies are exgh
to further outsource their wafer fabrication, tegtand assembly requirements to focus their reesuwsn core competencies, such as semiconductor
design and marketing.

Time-to-Market Pressurelncreasingly short product life cycles have affigadi time-to-market pressure for semiconductor canigs, leading
them to rely increasingly on independent compaagea key source for effective wafer fabricatiostitey and assembly services.

Semiconductor Testing and Assembly Services Industr

Growth in the semiconductor testing and assembilyics industry is driven by increased outsour@hthe various stages of the semiconductor
manufacturing process by IDMs and fabless semicctiodeompanies.

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

Taiwan is one of the world’leading locations for outsourced semiconductarufecturing. The semiconductor industry in Taiwas develope
such that the various stages of the semiconducoufacturing process have been disaggregatedatiowging for specialization. The disaggregation
of the semiconductor manufacturing process in Taip@rmits these semiconductor manufacturing sepviceiders to focus on particular parts of the
production process, develop economies of scaletaiaihigher capacity utilization rates and renfierible in responding to customer needs by
lowering time-to-market pressure faced by semicotaiucompanies. There are several leading servimédders in Taiwan, each of which offers
substantial capacity, high-quality manufacturirgding semiconductor wafer fabrication, test, asdgiend process technologies, and a full range of
services. These service providers have accessedwrated labor pool and a large number of engirmeétable for sophisticated manufacturing
industries. As a result, many of the world’s legdgemiconductor companies outsource some or #fleaf semiconductor manufacturing needs to
Taiwan’s semiconductor manufacturing service pressdand take advantage of the close proximity anfiacitities. In addition, companies located in
Taiwan are very active in the design and manufaadfielectronic systems, which has created signifitocal demand for semiconductor devices.

Mainland China has emerged as a similarly attradtieation for outsourced semiconductor manufaeguriMainland China is an attractive
manufacturing location for electronic products hesacompanies can take advantage of a well-edugatddw-cost labor force, cost savings due to
tax benefits and a large domestic market. Thederfbave driven increased relocation of much efelectronics industry manufacturing and supply
chain to Mainland China. An increasing number abgll electronic systems manufacturers and commaaufacturers are relocating or have relocated
production facilities to Mainland China. We beliebat these electronic product manufacturers antt@ct manufacturers will source an increasing
portion of their demand for semiconductors from semductor suppliers located in Mainland Chinaiidey to reduce production cycle times, decr
costs, simplify supply chain logistics and meetlamntent requirements. In line with this tren@, ave in recent years expanded our operations in
Mainland China.

Our Strategy

Our goal is to reinforce our position as a leadimtependent provider of semiconductor testing as@mbly services, concentrating principally
on memory, mixed-signal and LCD and other flat-palieplay driver semiconductors. The principal caments of our business strategy are set forth
below.
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Focus on Providing Our Services to Potential Growfegments of the Semiconductor Industry.

We intend to continue our focus on developing amiging advanced testing and assembly servicepdtantial growth segments of the
semiconductor industry, such as memory, mixed-$ignd LCD and other flat-panel display driver semniductors. In 2008, our revenue from testing
and assembly of semiconductors for these segmeoatsiated for all of our net revenue. We believe tha investments in equipment and researct
development in some of these areas allow us to aftéfferentiated service from our competition.ohler to benefit from the expected resumption of
growth in these segments, we intend to continuevest in capacity to meet the testing and assemnggjyirements of these key semiconductor market
segments.

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 and adgesnbvices typically have the potential to genetsigher margins due to the greater expertise
required and the more sophisticated technologied.\&e will continue to invest in the research dadelopment of advanced testing and assembly
technologies. For example, we are expanding oualilifies in fine-pitch BGA and the testing andersbly of COFs. We have also introduced fine-
pitch COF based on our proprietary technology a@d>Gesting and assembly services for LCD and dtaepanel display driver semiconductors.

In addition, we will continue to pursue the develgmt of new testing and assembly technologieslyowith domestic and foreign research
institutions and universities. We expect to focus @search and development efforts in the follgnaneas:

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

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

. developing advanced assembly technologies for-speed memory device

. developing fin-pitch bumping, chip probing and bonding technoleda LCD drivers;

. improving manufacturing yields for new assembhhtezlogies;

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

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

In 2008, we spent approximately 2.5% of our neerexe on research and development. We will contiouevest our resources to recruit and
retain experienced research and development pesdksof March 31, 2009, our research and devetyrteam comprised 262 persons.

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

We intend to build on our strong presence in keyters of semiconductor and electronics manufaajuorgrow our business. Currently, mos
our operations are in Taiwan, one of the world&diag locations for outsourced semiconductor marufang. This presence provides us with several
advantages. First, our proximity to other semicaducompanies is attractive to customers who wisbutsource various stages of the semiconductor
manufacturing process. Second, our proximity toyrmafrour suppliers, customers and the end-useosio€ustomers’ products enables us to be
involved in the early stages of the semiconducésigh process, enhances our ability to quicklyeadio our customers’ changing requirements and
shortens our customers’ time-to-market. Third, \@eehaccess to an educated labor pool and a largberwf engineers who are able to work closely
with our customers and other providers of semicotmtumanufacturing services.
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As with our operations in Taiwan, we intend to $amy benefit from our operations in Mainland Chile intend to invest in and expand our
operations in Mainland China, increasing our testind assembly services for memory semiconductors.

Depending on customers demands, market conditioth®ther relevant considerations, we may from tioneéme look into other opportunities to
expand our operations outside Taiwan.

Expand Our Offering of Vertically Integrated Servis.

We believe that one of our competitive strengthmuisability to provide vertically integrated seres to our customers. Vertically integrated
services consist of the integrated testing, assearid direct shipment of semiconductors to erdrs designated by our customers. Providing \adist
integrated services enables us to shorten lead fion@ur customers. As time-toarket and cost increasingly become sources of etitive advantag
for our customers, they increasingly value ourighib provide them with comprehensive back-endises.

Through ChipMOS Taiwan, ThaiLin and ChipMOS Sharigive are able to offer vertically integrated seed for a broad range of products,
including memory, mixed-signal and LCD and othat-ppanel display driver semiconductors. We belitnee these affiliations, which offer
complementary technologies, products and servieeged as additional capacity, will continue to anbe our own development and expansion efforts
into new and potential growth markets. We intendgtablish new alliances with leading companies drstiitable opportunities arise, engage in
merger and acquisition activities that will furtrexpand the services we can provide.

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

From time to time, we strategically agree to comariiortion of our testing and assembly capacityettain of our customers. We intend to
continue focus on increasing sales to key custotheosigh long-term capacity agreements. The custmigh which we currently have long-term
agreements include a reputable mixed-signal custbamed in the US. See “— Customers” below for aendletailed discussion of these long-term
agreements.

Recent global market and economic conditions haes lunprecedented and challenging with tight cieitlitions and recession in most major
economies continuing into 2009. Beginning in 2008,also resumed our focus on our business withlen@alstomers or customers who do not place
orders on a regular basis. We believe that the fdgaked strategy would assist us to be bettergpeefor the current economic volatility and ensure
maximum utilization rate of our capacity and hefpto develop closer relationships with all typesof customers.
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Principal Products and Services
The following table presents, for the periods shommenue by service segment as a percentage okebuevenue.

Year ended December 31

2006 2007 2008
Testing
Memory testing revenu 43.(% 46.1% 48.4%
Mixed-signal testing revent 2.8 2.7 3.3
Total testing revenu 45.¢ 48.¢ 51.7
Assembly
Memory assembly revent 30.€ 32.1 27.C
Mixed-signal assembly reveni 1.7 2.2 4.8
Total assembly revent 32.2 34.2 31.¢
LCD and other fle-panel display driver semiconductor testing andrabbgerevenue 21.¢ 16.€ 16.5
Total net revenu 100.(% 100.(% 100.(%

Memory and Mixed-Signal Semiconductors
Testing
We provide testing services for memory and mixephai 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 testing, weigeomulti-site testing, which can test up to 2&¥ides simultaneously. The memory
semiconductors we test are used primarily in dgsk&tmputers, notebook computers and handheld carseiectronic devices and wireless
communication devices.

Mixed-SignalWe conduct tests on a wide variety of mixed-sigrhiconductors, with lead counts ranging from thgle digits to over 1024
and operating frequencies of up to 600 MHz. Theisenductors we test include those used for netwngrkind wireless communications, data
communications, graphics and disk controllers famk entertainment and personal computer applicatMe also test a variety of application specific
integrated circuits, or ASICs, for applicationsis@as cellular handsets, digital still cameras agrdgnal digital assistants.

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

Engineering TestingWe provide engineering testing services, inclgdinftware program development, electrical desggjidation, reliability
and failure analyses.

. Software Program Developmemtesign and test engineers develop a customizeda@ftprogram and related hardware to test
semiconductors on advanced testing equipment. forused software program is required to test thef@wnity of each particular
semiconductor to its particular function and sgeatfon.

. Electrical Design ValidationA prototype of the designed semiconductor is sulchito electrical tests using advanced test equipme
customized software programs and related hardwaese tests assess whether the prototype semidondomplies with a variety of
different operating specifications, including fupatlity, frequency, voltage, current, timing aedperature rang

. Reliability AnalysisReliability analysis is designed to assess the-teng reliability of the semiconductor and its abitity of use for its
intended applications. Reliability testing may i operating-life evaluation, during which the ggmductor is subjected to high
temperature and voltage tes
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. Failure Analysislf the prototype semiconductor does not perforragecifications during either the electrical validator reliability
analysis process, failure analysis is performedetermine the reasons for the failure. As parhisf analysis, the prototype semiconductor
may be subjected to a variety of tests, includiegteon beam probing and electrical testi

Wafer Probing Wafer probing is the step immediately beforeahsembly of semiconductors and involves visualdogpn and electrical testi
of the processed wafer for defects to ensure thmagéts our customers’ specifications. Wafer prglamploys sophisticated design and manufacturing
technologies to connect the terminals of each fdripesting. Defective chips are marked on theamafor memorized in an electronic file, known as a
mapping file, to facilitate subsequent processing.

Laser Repairing In laser repairing of memory products, specifitypor metal fuses are blown after wafer probingmable a spare row or
column of a memory cell to replace a defective mgneell.

After assembly, we perform the following testingwsees:

Burn-In Testing This process screens out unreliable productgusgh temperature, high voltage and prolongedstre ensure that finished
products will survive a long period of end-usewngsg. This process is used only for memory products

Top Marking. By using either a laser marker or an ink markermark products according to our customers’ spatibns, including the logo,
product type, date code and lot number.

Final Testing. Assembled semiconductors are tested to ensuréhthdevices meet performance specifications.sTas conducted using
specialized equipment with software customizecemh application in different temperature condgicginging from minus 45 degrees celsius to 85
degrees celsius. One of the tests includes spstdgéo classify the parts into different speealdgs.

Final Inspection and PackingFinal inspection involves visual or auto-inspewctof the devices to check for any bent leads,cuade markings
or other construction defects. Packing involvesphgking, packing-in-tube and tape and reel. Digkpavolves heating semiconductors in a tray at
125 to 150 degrees celsius for about two hourernmwre the moisture before the semiconductors anewa-sealed in an aluminum bag. Packing-in-
tube involves packing the semiconductors in artiistubes for shipment. Tape and reel pack inwtvansferring semiconductors from a tray or tube
onto an anti-static embossed tape and rollingape bnto a reel for shipment to customers.

Assembly
Our assembly services generally involve the folloysteps:

Wafer Lapping
Die Saw

Die Attach
Wire Bonding
Molding
Marking

Dejunking anc
Trimming

Electrical Plating

Ball Mount anc
Reflow

Forming/Singulatior

The wafers are ground to their required thickn

Wafers are cut into individual dies, or chips, regaration for the d-attach proces:
Each individual die is attached to the leadframsutrstrate

Using gold wires, the I/O pads on the die are cotetkto the package inner lea
The die and wires are encapsulated to provide palysupport and protectio

Each individual package is marked to provide prodientification.

Mold flash is removed from between the lead shasltlerough dejunking, and the dambar is cut duttir
trimming process

A solderable coating is added to the package leadeevent oxidization and to keep solder wettgbiif the
package lead:

Each electrode pad of the substrate is first palimtgh flux, after which solder balls are mountedated and
attached to the electrode pad of the substrateghra reflow oven

Forming involves the proper configuration of theide packages leads, and singulation separatgmtti@ges
from each othet
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We offer a broad range of package formats desigmedovide our customers with a broad array of mbdg services. The assembly services we

offer customers are leadframe-based packages, witktide thin small outline packages, and orgaunlisgrate-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 optekage; an

. the heat dissipation requirements of the pack

As new applications for semiconductor devices nexisimaller components, the size of packages haslatseased. In leadiregige packages, t
size of the package is reduced to just slightlgeathan the size of the individual chip itsel&iprocess known as chip scale packaging.

As semiconductor devices increase in complexity,rthmber of electrical connections required alsoeiases. Leadframe-based products have
electrical connections from the semiconductor deticthe electronic product through leads on thierper of the package. Organic substrate-based

products have solder balls on the bottom of th&@ae, which create the electrical connections tighproduct and can support large numbers of
electrical connections.

Leadframe-Based Packagehese are generally considered the most widedy paickage category. Each package consists ofiasedactor
chip encapsulated in a plastic molding compounti wietal leads on the perimeter. This design halveddrom a design plugging the leads into holes
on the circuit board to a design soldering the d¢adhe surface of the circuit board.

The following diagram presents the basic componeh#sstandard leadframe-based package for meneomicenductors:

___ Epoxy
Gold Wire Encapsulation

\ I A y- ] / ﬂ Lead

L

IC Chip Tape

To address the market for miniaturization of pdea#ectronic products, we are currently develoging will continue to develop increasingly
smaller versions of leadframe-based packages o p@ee with continually shrinking semiconductoridewsizes. Our advanced leadframe-based
packages generally are thinner and smaller, have feads and have advanced thermal and electhieahcteristics when compared to traditional

packages. As a result of our continual product greent, we offer leadframieased packages with a wide range of lead countsiaed to satisfy ot
customers’ requirements.
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The following table presents our principal leadfeabased packages, including the number of leadacdh package, commonly known as lead-
count, a description of each package and the eadapplications of each package.

Package Lead-count Description End-User Applications

Plastic Leaded Chip Carrier (PLCC) 32-44 Package with leads on four sides used in Copiers, printers, scanners, personal
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 | (TSOP I) 28-56 Designed for high volume production of 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 II) 24-86 Designed for memory devices, including Disk drives, recordable optical disk
flash memory, SRAM, SDRAM and drives, audio and video products,

DDR DRAM consumer electronics, communication
products

Quad Flat Package (QFP) 44-208 Flat structure with 4-sided peripheral Wireless communication products,
leads designed for SRAM, graphic notebook computers, personal
processors, personal computer chipsets computers, consumer electronics
and mixetsignal device:

Quad Flat No Lead (QFN) 8-72 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 performanc

Low-Profile Quad Flat Package (LQFP) 80-128 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,

SSRAM, SDRAM, personal computer
chipsets and mixesignal device:

Thin Quad Flat Package (TQF 64-128 Designed for lightweight portab Notebook computers, persor
electronics requiring broad performance computers, disk drives, office
characteristics and mixed-signal devices equipment, audio and video products

wireless communication produc

Small Outline Package (SO 8-44 Designed for low lee-count memory Personal computers, consun
and logic semiconductors, including electronics, audio and video products,
SRAM and micr-controller units communication product

Multi-Chip Package (TSOP with organic 24-86 Our patented design for memory Notebook computers, persor

substrate)

devices, including SRAM, DRAM and
SDRAM

38

computers, disk drives, audio and video
products, consumer products,
communication product



Table of Contents

Organic Substrate-based Packagéss the number of leads surrounding a traditideadiframe-based package increases, the leads must b
placed closer together to reduce the size of tbkggge. The close proximity of one lead to anotlaer areate electrical shorting problems and requires
the development of increasingly sophisticated aquépsive techniques to accommodate the high nuofdeads on the circuit boards.

The BGA format solves this problem by effectiveteating external terminals on the bottom of thekpge in the form of small bumps or balls.
These balls are evenly distributed across theeehtittom surface of the package, allowing greateh petween the individual terminals. The balbgri
array configuration enables high-pin count devicelse manufactured less expensively with less dtibandling at installation.

Our organic substrate-based packages employ afiice-BGA design, which uses a plastic or tape teatd rather than a leadframe and places
the electrical connections, or leads, on the bottdthe package rather than around the perimeter fifie-pitch BGA format was developed to address
the need for the smaller footprints required byaabed memory devices. Benefits of ball grid arsseanbly over leadframe-based assembly include:

. smaller size

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

. easier attachment to a printed circuit boi

The following diagram presents the basic compoparts of a fine-pitch BGA package:

Epoxy Encapsulation

B-Stage Epoxy ~.

\ IC Chip
Bismaleimide - | .
Triazine Substrale
QU =+ UU
Solder Ball Gold Wire
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The following table presents the ball-count, dgg@n and end-user applications of organic sulestbaised packages we currently assemble:

Package Connections  Description End-User Applications

Mini BGA 36-208 Low-cost and space-saving assembly Memory, analog, flash memory, ASICs,
designed for low input/output count, radio frequency devices, personal digital
suitable for semiconductors that require assistants, cellular handsets,
a smaller package size than standard communication products, notebook
BGA computers, wireless systel

Fine-Pitch BGA 54-84 Our patented design for DRAM produ Notebook computers, cellular hands:
that require high performance and chip global positioning systems, personal
scale package (CS digital assistants, wireless syste

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

Land Grid Array (LGA) 44-53 Thinner and lighter assembly designed  Disk drives, memory controllers,
essential to standard BGA without sol  wireless, mobile communication
balls, suitable for applications that products
require high electrical performan

Multi-Chip BGA 36-208 Designed for assembly of two or more  Notebook computers, digital camer
memory chips (to increase memory personal digital assistants, global
density) or combinations of memory and positioning systems, sub-notebooks,
logic chips in one BGA packay board processors, wireless syst¢

Stacker-Chip BGA 66-208 Designed for assembly of two or mc Cellular handsets, digital camer.

memory chips or logic and memory
chips in one CSP, reducing the space
required for memory chig

LCD and Other Flat-Panel Display Driver Semicondust

We also offer testing and assembly services for 180D other flat-panel display driver semiconduct@e employ TCP, COF and COG
technologies for testing and assembling LCD anetotiiat-panel display driver semiconductors. Initidd, we offer gold bumping services to our

customers.

personal digital assistants, wireless
systems, notebook computers, global
positioning system

Gold bumping technology, which can be used in TCBF and COG technologies, is a necessary interctiongechnology for LCD and other
flat-panel display driver semiconductors. Most golonping services are performed on six- or eigbkriwafers. Gold bumping technology provides
the best solution for fine-pitch chips and is ableneet the high production requirement for LCD attter flat-panel display driver semiconductors or

other chips that require thin packaging profiles.

The gold bumping fabrication process uses thin fitetal deposition, photolithography and electrating technologies. A series of barrier and
seed metal layers are deposited over the surfatteafafer. A layer of thick photoresist matergkpin-coated over these barrier and seed layers. A
photomask is used to pattern the locations over eathe bond pads that will be bumped. UV
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exposure and developing processes open the phistaresterial, which defines the bump shape. Thd galmp is then electroplated over the pad and
the deposited barrier metal layers. Once the gasicomplete, a series of etching steps are usegiiove the photoresist material and the metalrtay
that are covering the rest of the wafer. The gaoichp protects the underlying materials from beirgpetl. The gold bumped wafers will go through an
annealing furnace to soften the gold bumps tdéthardness requirement of TCP, COF and COG asg¢mdgesses.

Tape Carrier Package Technology

TCPs offer a high number of inputs and outputsjmpackage profile and a smaller footprint onthreuit 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 &fTFLCD driver semiconductors.

Testing of TCPsWe conduct full function testing of LCD and otlikat-panel display driver semiconductors with acplly designed probe
handler to ensure reliable contact to the test padbe TCP tape. We can test STN-LCD or TFT-LCatrsemiconductors with frequencies of up to
750 MHz and at voltages up to 40V. The test isqraréd in a temperature-controlled environment withdevice in tape form. The assembled and
tested LCD and other flat-panel display driver semductors in tape form are packed between spapestogether with a desiccant in an aluminum
bag to avoid contact during shipment.

Assembly of TCPSTCPs use a tape-automated bonding process t@cbdie and tape. The printed circuit tape is shibwith a reel. The reel is
then placed onto an inner lead bonder, where th2 &Cother flat-panel display driver semicondudtoconfigured onto the printed circuit tape. The
resulting TCP component consists of the devicedotenected to a three-layer tape, which includeslgamide-down carrier film, an epoxy-based
adhesive layer and a metal layer. The tape medtithiz area of the interconnections is tin platedravmetal layer. The silicon chip and inner lesgha
is encapsulated with a high temperature thermasgtrer after inner lead bonding. The back facehefchip is left ursealed for thermal connection
the printed circuit board.

The following diagram presents the basic componei#sTCP:

Solder Reaist Resin Adhesive
X (.--_‘-‘-\—_—-——-”—-_-\ \
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—_—
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Chip-on-Film Technology

In 2001, we commenced testing and assembly serugiag COF technology. We have developed this jetgry technology from our existing
TCP technology, and it has been widely acceptedunyustomers. The primary use of the COF moduie isplace the liquid crystal module, or LC
in certain applications. LCM is mainly employedhandheld electronics, such as PDAs and celluladsets.

COF technology provides several additional advagagor example, COF is able to meet the size,iwaigd higher resolution requirements in
electronic products, such as flat-panel displayss & because of its structural design, includingadhesive-free two-layer tape that is highlyibie
bending strength and its capacity to receive fpaterning pitch.
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The TCP and COF assembly process involves thewoitpsteps:

Wafer Lapping Wafers are ground to their required thickne

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

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

Potting The package is sealed with an epc

Potting Cure The potting cure process matures the epoxy usedglilre potting stage with high temperatui
Marking A laser marker is used to provide product ideruifin.

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

Chip-on-Glass Technology

COG technology is an electronic assembly technotbgyis used increasingly in assembling LCD areoflat-panel display driver
semiconductors for communications equipment. Corthtw the traditional bonding process for TCP ofFCthe new COG technology requires lower

bonding temperature. In addition, the COG technplegluces assembly cost as it does not use tapegdoconnection between the LCD panel anc
printed circuit board.

The COG assembly technology involves the followsieps:

Wafer Lapping Wafers are ground to their required thickne
Die Saw Wafers are cut into individual dies, or chips, regaration for the pick and place proce
Pick and Place Each individual die is picked and placed into gpday.

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

Other Services
Drop Shipment

We offer drop shipment of semiconductors direatlyhd-users designated by our customers. We pravajeshipment services, including
assembly in customer-approved and branded boxesmiaority of our testing and assembly custontgirsce drop shipment eliminates the additional
step of inspection by the customer prior to shipmem®nd-users, quality of service is a key to sgstul drop shipment service. We believe that our
ability to successfully execute our full range ef\dces, including drop shipment services, is apdrtant factor in maintaining existing customers as
well as attracting new customers.

Software Development, Conversion and Optimizatiomgram

We work closely with our customers to provide ssfibated software engineering services, includasg program development, conversion and
optimization, and related hardware design. Gengrtsting requires customized testing software and
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related hardware to be developed for each partigutaduct. Software is often initially provided by customer and then converted by us at our
facilities for use on one or more of our testingchiaes and contains varying functionality dependinghe specified testing procedures. Once a
conversion test program has been developed, werpedorrelation and trial tests on the semicondscto

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 impthe& design and production process.

Customers
We believe that the following factors have beem aiil continue to be, important factors in attiagtand retaining customers:
. our advanced testing and assembly technolo
. our strong capabilities in testing and assembli@@land other fle-panel display driver semiconducto
. our focus on hig-density memory products and mi:-signal communications products; &
. our reputation for high quality and reliable custs-focused service:

The number of our customers as of March 31, in @&@®007, 2008 and 2009, respectively, was 13@r&090. Our top 15 customers in terms of
revenue in 2008 were (in alphabetical order):

Cypress Semiconductor Corp.

Elite Semiconductor Memory Technology Inc.
Etron Technology, Inc.

FIDELIX CO., LTD.

Himax Technologies, Inc.

ILI TECHNOLOGY CORP.
Integrated Circuit Solution Inc.
Macronix International Co., Ltd.
Micron Semiconductor Asia Pte. Ltd.
MStar Semiconductor Inc.

Novatek Microelectronics Corp., Ltd.
Powerchip Semiconductor Corp.
ProMOS Technologies Inc.
Standard Microsystems Corp.
Spansion LLC

In 2006, our largest customer was ProMOS, our sttangest customer was Powerchip Semiconductor.Corf?owerchip, and our thildrges
customer was Himax, accounting for 27%, 14% and ©1%ur net revenue, respectively. In 2007, ougéat customer was ProMOS, our second-
largest customer was Spansion and our third-laxgegbmer was Powerchip, accounting for approxim&@8%, 16% and 10% of our net revenue,
respectively. In 2008, our largest customer wasSipa, our second-largest customer was ProMOSpanthird-largest customer was Novatek,
accounting for approximately 23%, 18% and 9% ofmetrrevenue, respectively.

The majority of our customers purchase our senticesigh purchase orders and provide us three-mmrkbinding rolling forecasts on a
monthly basis. The price for our services is tylycagreed upon at the time when a purchase osdglaced.

In 2006 and 2007, we strategically entered intexdended certain long-term agreements with sonoeiiokey customers, including a reputable
mixed-signal customer based in the US, under which werves capacity for the customers primarily andabgtomer committed to place orders in
amount of the reserved capacity (which is subjeceirtain cases to reduction by the customer).
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Pursuant to the long-term service agreement we éatered into with ProMOS in July 2007, ProMOS agrto provide us with six month
rolling forecast on testing and assembly servicke® to be placed to us, and ProMOS guaranteesubhatorders will represent no less than certain
percentage of ProMOS’ total production volume @i products (excluding OEM products). In Janu@682at the request of ProMOS, we agreed to
permit ProMOS to defer payment of aggregate seffeies of NT$450 million (US$14 million) to Februal$, 2009. The deferred service fees, bore an
interest at a rate of 4.69% per annum, were redoaddong-term accounts receivables as of DeceB81he2007, which were paid in full by ProMOS in
March and April 2008. In March 2008, ProMOS faitedblace orders in the amount of the reserved dgpacd failed to meet its payment obligations
under the long-term service agreement. In NoveribéB, we entered into a revised subcontractingraonwith ProMOS by requiring ProMOS to
provide wafers with a value of 80% of the subcarttrey fee as collateral. In May 2009, a furtherised subcontracting contract was entered into by
and between us and ProMOS under which ProMOS pedvi with wafer as pledge and Work-In-Processyit and existing finished goods as lien
material. Part of ProMOS’ receivables will be reemd through sales of the pledged wafer and lieteradback to ProMOS with a discount to market
price, and the remaining outstanding accounts vab&s will be secured by equipment mortgage utidesame contract arrangement. As of
December 31, 2008, ProMOS owed the Company NT$80®m(US$25 million). ProMOS had repaid to us NIFS million (US$6 million) of this
amount by March 31, 2009. NT$584 million (US$18limil) of allowance of the foregoing receivables weserved as of December 31, 2008.
Currently all of the service fees payable to u$¥byMOS are via cash on delivery. See Note 19 taconsolidated financial statements contained in
this Annual Report on Form 20-F.

Pursuant to the lonterm service agreement we have entered into wigm§lpn in September 2005, Spansion agreed to mrasdvith six mont
rolling forecast on testing and assembly service to be placed to us. In January 2009, Spahsismefaulted on its payment obligations under the
long-term service agreement and we have subseguentiinated the longerm service agreement with Spansion on Februar2d®. Our service fi
receivable from Spansion in connection with itsaddétfamounted to NT$1,539 million (US$47 millioRull amount of allowance of the foregoing
doubtful receivables was reserved as of Decemhe2(I18. Currently all of the service fees payablad by Spansion are via cash on delivery. On
March 1, 2009, Spansion has filed for a voluntagtitipn for reorganization under Chapter 11 of th8. Bankruptcy Code. Subsequent to such filing,
on March 16, 2009, ChipMOS Taiwan has been eleatdtie co-chairman of the Unsecured Creditor Cotaentb represent unsecured creditors in
Spansion'’s efforts to reorganize its debts undexp®¥r 11 petition.

Beginning in 2008, we also resumed a focus on asiness with smaller customers and customers whwtlplace orders on a regular basis.

The following table sets forth, for the periodsigaded, the percentage breakdown of our net reyerategorized by geographic region based on
the jurisdiction in which each customer is headtprad.

Year ended December 31

2006 2007 2008
Taiwan 78% 72% 60%
United State: 15 21 34
Korea 3 3
Japar 1 1
Hong Kong SAR 1 1 —
Others — 2 2
Total _10C% 10C% _10C%

(1) Lessthan 1%
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Qualification and Correlation by Customers

Our customers generally require that our facilitieslergo a stringent “qualification” process dunmlgich the customer evaluates our operations,

production processes and product reliability, idohg engineering, delivery control and testing daltées. The qualification process typically takgs

to eight weeks, or longer, depending on the requergs of the customer. For test qualification,rafte have been qualified by a customer and before
the customer delivers semiconductors to us foingéh volume, a process known as “correlationliglertaken. During the correlation process, the
customer provides us with test criteria, informatiegarding process flow and sample semicondutddos tested and either provides us with the test
program or requests that we develop a new or csireprogram. In some cases, the customer alsade@®us with a data log of results of any testing
of the semiconductor that the customer may havdwcied previously. The correlation process typjcalkes up to two weeks, but can take longer
depending on the requirements of the customer.

Sales and Marketing

We maintain sales and marketing offices in Taiwdong Kong, Japan, Mainland China and the UniteteStaDur sales and marketing strategy
is to focus on memory semiconductors in Taiwanadapgorea and the United States, mixed-signal semdiectors in Taiwan, Japan and the United
States, LCD and other flat-panel display driver isemductors in Japan, Taiwan, Hong Kong and Maiti@hina, and module manufacturing in
Taiwan and Mainland China. As of March 31, 2009, sales and marketing efforts were primarily caroeit by teams of sales professionals,
application engineers and technicians, totalingtd® members. Each of these teams focuses orfispacstomers and/or geographic regions. As part
of our emphasis on customer service, these teams:

. actively participate in the design process at thetamer’ facilities;
. resolve customer testing and assembly issues
. promote timely and individualized resolutions tetmmer’ issues

We conduct marketing research through our in-haustomer service personnel and through our relshiges with our customers and suppliers
to keep abreast of market trends and developmieatthermore, we do product and system bench magdiadyses to understand the application and
assembly technology evolution, such as analysimobile handsets and CD-/DVD-ROM players. In additive regularly collect data from different
segments of the semiconductor industry and, whesiple, we work closely with our customers to desigd develop testing and assembly service
their new products. These “co-development” or “soehip” projects can be critical when customeekdarge-scale, early market entry with a
significant new product.

We have appointed a n@xclusive sales agent for promoting our servicesriemory semiconductors in the United States, JapdrKorea. Ou
sales agent helps us promote and market our seyviw@ntain relations with our existing and poteintustomers and communicate with our customers
on quality, specific requirements and delivery &su/Ne generally pay our sales agent a commiss$ibrb®% to 3% of our revenue from services for
memory semiconductors in the United States, JapdrKarea. In 2006, 2007 and 2008, we paid approtdmdNT$36 million, NT$25 million and
NT$12 million (US$366 thousand), respectively, @mumissions to our sales age

Research and Development

We believe that research and development is driticaur future success. In 2006, 2007 and 2008spemt approximately NT$275 million, or
1%, NT$322 million, or 1% and NT$436 million (USS$a8llion), or 3%, respectively, of our net revermreresearch and development. We intend to
sustain these efforts.
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Our research and development efforts have focusethply on improving the efficiency, productiongjils and technologies of our testing and
assembly services. From time to time, we jointlyelep new technologies with universities and redearstitutions. For testing, our research and
development efforts focus particularly on compleigh-speed, high-parallel, high-pin count, high-slgn and fine-pitch semiconductor wafers and
packages. Our projects include:

. development of testing environments for simultarsaeafer probing and package testi

. development/conversion of test prograi

. development of waf-level burr-in;

. development of waf-level testing:

. development of mul-chip testing

. implementation of a radio frequency identificati®FID) logistics management system to monitor tlaéewprobing proces
. testing new products using existing machines;

. providing customers remote access to monitor &=silts.

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

For assembly, our research and development effurts on:

. high performance

. fine pitch;

. miniaturization;

. multi-chip assembly

. multi-chip modules

. stacker-dice chip scale packag

. thinner and more flexible assembly such as COF qugek

. three-dimensional assembly; al

. developing environmentally friendly assembly seegi

Our projects include developing multi-chip packaftjp;chip technologies, environmentally friendlygglucts, 12-inch wafer technologies, fine-
pitch wire bonding technologies, 50-micron waféniting technology, advanced packages for DDR IDFOmodules, fine-pitch LCD driver bumping,
testing and assembly technologies, and advancéx mard technologies. We work closely with our cosrs to design and modify testing software
and with equipment vendors to increase the effayeand reliability of testing and assembly equipm@ur research and development operations also

include a mechanical engineering group, which eulyedesigns handler kits for semiconductor teséind wafer probing, as well as software to
optimize capacity utilization.

As of March 31, 2009, we employed 262 employeeasiinresearch and development activities. In additisher management and operational
personnel are also involved in research and desedopactivities but are not separately identifisdesearch and development professionals.

We maintain laboratory facilities to analyze theauatteristics of semiconductor packages by compirtaulation, and verify their performance
by measurement tools. The implementation of commiteulation substantially reduces the time reglicevalidate the feasibility of a package design
for a given application, as compared with physieating methods.
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Quality Control

We believe that our reputation for high quality aaliable services has been an important factattimacting and retaining leading international
semiconductor companies as customers for our ¢eatid assembly services. We are committed to daliysemiconductors that meet or exceed our
customers’ specifications on time and at a comipetitost. We maintain quality control staff at ea€tour facilities.

As of March 31, 2009, we employed 348 personnebtorquality control activities. Our quality conitsiaff typically includes engineers,
technicians and other employees who monitor testimyjassembly processes in order to ensure hidityqisie employ quality control procedures in
the following critical areas:

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

. design quality assurance: when developing newngesind assembly process

. supplier quality assurance: consulting with ourg-term suppliers

. manufacturing quality assurance: through a compr&kie monitoring program during mass productiord

. service quality assurance: quickly and effectivelyponding to customé claims after completion of sal

All of our facilities have been QS 9000 certifieglthe International Automotive Sector Group. Iniéidd, our facilities in Hsinchu and Tainan
have been ISO 9002 certified. With respect to aality management system, on November 26, 2005NOIS Taiwan obtained ISO/TS 16949:2002

quality system certification. ThaiLin and ChipMOS8ahghai also obtained ISO/TS 16949:2002 qualityesyxertification on September 6, 2005 and
January 28, 2006, respectively.

QS 9000 quality standards provide for continualriowpment with an emphasis on the prevention ofdefend reduction of variation and waste
in the supply chain, and a QS 9000 certificatioreguired by certain semiconductor manufactureis thseshold indicator of a company’s quality
control standards. An ISO 9002 certification isuiegd by many countries for sales of industrialdarcts. ISO/TS 16949:2002 certification system
seeks to integrate quality management standaroshiatoperation of a company, and emphasizes fhenggion and measurement of process and
performance.

In addition to the quality management system, \8e abrned the 1998 QC Group Award from The Chisesgety of Quality, which is
equivalent to the similar award from the AmericatiBty of Quality. Our laboratories have also baemrded Chinese National Laboratory
accreditation under the categories of reliabiléytt electricity and temperature calibration.

Our testing and assembly operations are carrie¢hatéan rooms where air purity, temperature amaitdity are controlled. To ensure the
stability and integrity of our operations, we maintclean rooms at our facilities that meet U.8efal 209E class 100, 1,000, 10,000 and 100,000
standards. A class 1,000 clean room means a roataining less than 1,000 particles of contamingetscubic foot.

We have established manufacturing quality contystesns that are designed to ensure high-qualitycgesr to our customers and maintain
reliability and high production yields at our fatiés. We employ specialized equipment for manuwfiacy quality and reliability control, including:

. Joint Electron Device Engineering Council (JEDE@nslardized temperature cycling, thermal shockmadsure cook reliability test

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

. high resolution scanning acoustic tomography, sicgnelectronic microscope and X-Ray microscopydbysical failure analysis, curve
tracer and ser-probe station for electrical failure analys

47



Table of Contents

In addition, to enhance our performance and owareh and development capabilities, we also irstal series of high-cost equipment, such as
temperature humidity bias testers, low temperattomge-life testers and highly accelerated ste=tsrs. We believe that many of our competitors do
not own this equipment.

As a result of our ongoing focus on quality, in 20@&e achieved monthly assembly yields of an aved@9.97% for our memory and mixed-
signal assembly packages, 99.89% for our COF paskagd 99.75% for our COG packages. The assendity, which is the industry standard for
measuring production yield, is equal to the nundientegrated circuit packages that are shippe# bacustomers divided by the number of indivic
integrated circuits that are attached to leadfraonesganic substrate.

Raw Materials

Semiconductor testing requires minimal raw materi@ubstantially all of the raw materials usedunmemory and mixed-signal semiconductor
assembly processes are interconnect materialsasuefadframes, organic substrates, gold wire aridingpcompound. Raw materials used in the LCD
and other flat-panel display driver semiconducgsting and assembly process include carrier tage, rspacer tape, plastic reel, aluminum bags, and
inner and outer boxes. Cost of raw materials repitesl 13%, 15% and 17% of our net revenue in 22087 and 2008, respectively.

We do not maintain large inventories of leadfranmeganic substrates, gold wire or molding compoulmnd,generally maintain sufficient stock
each principal raw material for approximately onenth’s production based on blanket orders andn@fiorecasts of near-term requirements received
from customers. In addition, since the commencemgeatonomic downturn in second quarter of 200&, @uthe volatility of the semiconductor
market, several of our principal suppliers have aksased to stock inventories to be reserved ta ilseistomers’ production requirements. Instead,
our suppliers now require longer lead time forly of our supply orders. Despite shortages irstigply of materials, the prices of raw materials
have decreased compared to prior to the econormatdon. See “ltem 3. Key Information—Risk Factorsis® Relating to Our Business—If we are
unable to obtain raw materials and other necesspots from our suppliers in a timely and cost-efifiee manner, our production schedules would be
delayed and we may lose customers and growth apgties and become less profitable” for a discussibthe risks associated with our raw materials
purchasing methods. For example, with the excemfaluminum bags and inner and outer boxes, wiiglacquire from local sources, the raw
materials used in our TCP/COF process and for nesdarle obtained from a limited number of Japangsgliers.

Competition

The independent testing and assembly markets ayecompetitive. Our competitors include large IDMigh in-house testing and assembly
capabilities and other independent semiconducstingg and assembly companies, especially thosemdfeertically integrated testing and assembly
services, such as Advanced Semiconductor Engirgeerim, Amkor Technology, Inc., International Seariductor Technology Ltd., King Yuan
Electronics Co., Ltd., Powertech Technology Indic@ware Precision, STATS ChipPAC Ltd. and Unifegst and Assembly Center Ltd. We believe
that the principal measures of competitiveneshénndependent semiconductor testing industry are:

. engineering capability of software developmt
. quality of service

. flexibility;

. capacity;

. production cycle time; an
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. price.

In assembly services, we compete primarily on tgsof:

. production yield:

. production cycle time

. process technology, including our COF technologyLfoD and other fle-panel display driver semiconductor assembly sesy
. quality of service

. capacity;

. location; anc

. price.

IDMs that use our services continually evaluatemerformance against their own in-house testingasmsgémbly capabilities. These IDMs may
have access to more advanced technologies anegfieancial and other resources than we do. Wievlhowever, that we can offer greater
efficiency and lower costs while maintaining an igglent or higher level of quality for three reason

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

. second, we generally have lower unit costs becalusar higher utilization rates and thus enablisgfioperationing at a more cost-
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, 2009, we held 443 patents in Taiveare patent in the United Kingdom, one patentranEe, one patent in Germany, 43 patents
in the United States and 53 patents in the PepBepublic of China relating to various semicondutgsting and assembly technologies. These p:
will expire at various dates through to August 2083 of March 31, 2009, we also had a total of ji8Ading patent applications in the United States,
215 in Taiwan, and 209 in the People’s Republi€leina. In addition, we have registered “ChipMOSH d@tis logo and “InPack” as trademarks in
Taiwan, and “ChipMOS” and its logo as trademarkthimUnited States, the People’s Republic of CHaiagapore, Hong Kong, Korea, Japan and in
the European Community.

We expect to continue to file patent applicatiorere appropriate to protect our proprietary techgiels. We may need to enforce our patents or
other intellectual property rights or to defendsmives against claimed infringement of the riglfitstbers through litigation, which could result in
substantial costs and a diversion of our resouges.“ltem 3. Key Information—Risk Factors—Riskdd@ag to Our Business—Disputes over
intellectual property rights could be costly, deprus of technologies necessary for us to stay etitiye, render us unable to provide some of our
services and reduce our opportunities to geneeatnue” and “ltem 8. Financial Information—Legab&eedings”.

On April 7, 2004, ChipMOS Bermuda entered into asignment agreement with ChipMOS Taiwan, as ameadéday 14 and October 11,
2004, pursuant to which ChipMOS Taiwan transfeakof the technologies it owned as of that dat€hipMOS Bermuda for a purchase price of
US$19.7 million, which was paid in November 2004.

On April 7, 2004, ChipMOS Bermuda entered into gepalicense agreement with ChipMOS Taiwan, whieswmended on July 8,
2004, October 11, 2004 and December 30, 2004, aatsa which ChipMOS Bermuda grants to ChipMOS Taiva non-exclusive royalty-bearing
license with respect to certain patents and paeplications until the last expiration date of ten of these patents. Under the patent license
agreement, ChipMOS Taiwan will pay ChipMOS Bermadayalty in the aggregate of US$20 million, pagaibl 80 quarterly installments of US$250
thousand each.
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On June 3, 2006, ChipMOS Taiwan entered into asieeagreement with Sharp Corporation, or Sharguaumt to which we acquired a perpet
license to use TCP testing and assembly technd@gy lump sum royalty payment of 10 million Japs@gen (approximately US$87 thousand),
which we paid in July 2006. This license agreenseperseded the previous license agreement wittp&maered into in February 2000 pursuant to
which Sharp licensed to us TCP-related technologlyiatellectual property rights for five years sitag from February 10, 2000 for a royalty fee based
on the service fees paid to us by our customersréyalty obligations under the February 2000 leeagreement were fully paid.

On April 12, 2007, ChipMOS Bermuda entered intaasignment agreement with ChipMOS Taiwan, pursicawhich ChipMOS Taiwan
assigned and transferred fifty percent of the tdleownership of and interest in all of the tedg@es and intellectual property it owned as ot thate
to ChipMOS Bermuda for a purchase price of US$6I4am, which was paid in full in June 2007.

Government Regulations

As discussed above under “— Intellectual Propeggiernmental regulation of our intellectual prdpenay materially affect our business. The
failure to protect our property rights would dejgrivs of our ability to stay competitive in the semanductor industry. Our intellectual property righ
are protected by the relevant patent and inteliégroperty agencies of the European Communitytedinstates, the People’s Republic of China,
Singapore, Hong Kong, Korea, Japan and Taiwan.

Environmental Matters

Semiconductor testing does not generate signifisaltitants. The semiconductor assembly processrgéss stationary acid and alkali polluti
principally at the plating stages. Liquid wast@iieduced when silicon wafers are ground thinnerdiced into chips with the aid of diamond saws and
cooled with running water and during the gold bumgpgdrocess. In addition, excess material on leadswoldings are removed from assembled
semiconductors in the trimming and dejunking preessrespectively. We have installed various tydisiuid and gaseous chemical waste-treatment
equipment at our semiconductor assembly and gottbing facilities. Since 2001, we have adopted gegavironmentally-friendly production
management systems, and have implemented certaisunes intended to bring our assembly processmpliance with the Restriction of Hazardous
Substances Directive 2002/95/EC issued by the Eamop/nion. We believe that we have adopted adequateffective environmental protection
measures that are consistent with semiconductaoising practices in Taiwan and Mainland China. Idigdn, we believe we are in compliance in all
material respects with current environmental lang @gulations applicable to our operations andifies.

All of our facilities in Taiwan and Mainland Chitteave been certified as meeting the ISO 14001 emwiemtal standards of the International
Organization for Standardization, and all of ouwdilfies in Taiwan have been further certified asating the OHSAS18001 standards, of the
International Organization for Standardization. @asting facility at the Hsinchu Science Park wothlthe “Plant Greenery and Beautification Award”
in 1999, 2000 and 2002 and the “Safety & Healtheélgot Personnel Award” in 2001 from the SciencekPadministration, the “Green Office Award”
from the Environment Protection Administration b€tROC in 2000 and the “Outstanding Voluntary Ritid@ Program Award” by the Labor Affairs
Commission of the ROC in 1999. Our assembly facditthe Southern Taiwan Science Park won the ‘“G@ffice Award” from the Environment
Protection Administration of the ROC in 2001. Ir030we won several environmental awards, includirg‘Environmental Protection Excellent Unit
Award,” the “Plant Greenery and Beautification Addrthe “Environment Maintain Award” and the “Safe& Health Excellent Personnel Award,”
each awarded by the Science Park Administration.

We will continue to implement programs, measurabrafated training to reduce industrial waste, savergy and control pollution. In 2001,
ChipMOS Taiwan completed a lead-free process cbptogram, which offers a lead-free method in aisenductor package, a lead-free plating, a
lead-free solder ball and a lead-free reliabilitgthod and specification. In 2005,
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ChipMOS Shanghai completed a similar lead-free ggecontrol program. In 2003 and 2008, ChipMOS &aiand ChipMOS Shanghai obtained
Green Partner certification from Sony Corporatibdapan, respectively. The Green Partner prograuines external suppliers to meet SONGreer
Partner requirements. Standardizing on green, fenmientally friendly’products, production facilities and managementesgst which has become
industry trend and to many companies, becomingyackiteria in selection of their service providers.

Insurance

We maintain insurance policies on our buildingsjipment and inventories. These insurance policercproperty damages due to all risks,
including but not limited to, fire, lightning an@ehquakes. The maximum coverage of property imagdor ChipMOS Taiwan and Thailin is
approximately NT$53,626 million and NT$3,507 mifliaespectively. ChipMOS Shanghai also maintaie@@rty insurance policies for a maximum
coverage of approximately RMB862 million.

Insurance coverage on facilities under construdganaintained by us and our contractors, who blig@ted to procure necessary insurance
policies and bear the relevant expenses of whicare¢he beneficiary.

We also maintain insurance on the wafers delivevads while these wafers are in our possessiordaridg transportation from suppliers to us
and from us to our customers.

Employees
See “ltem 6. Directors, Senior Management and Eyggle—Employees” for certain information relatingote employees.

Taxation

See “ltem 5. Operating and Financial Review andpeots—Taxation” for certain information regardihg effect of PRC and ROC tax
regulations on our operations.

Facilities

We provide testing services through our four féieti in Taiwan and one facility in Shanghai, witredacility at each of the following locations:
Chupei, the Hsinchu Industrial Park, the Hsinchie®e Park, the Southern Taiwan Science Park an8langhai Qingpu Industrial Zone. We
provide assembly services through our facilityhat Southern Taiwan Science Park and our facilith@tShanghai Qingpu Industrial Zone. We owr
land for our Hsinchu Industrial Park testing fagiland Chupei facility and possess the land udd t@the land on which our Shanghai Qingpu
Industrial Zone facility is located until 2052, anae lease two parcels of land for our Hsinchu sméePark testing facility with lease expiratioryear
2017 and 2026, respectively, and Southern Taiw&nge Park facility with lease expiration in ye@iZ.

In March 2002, Modern Mind entered into a cooperaagreement with the Shanghai Qingpu IndustrialeZbevelopment Group Company
under which Modern Mind has agreed to construaranpnent wholly-owned facility in the Shanghai Qingndustrial Zone to provide testing and
assembly services. Modern Mind commenced constnucti the facility in Shanghai in June 2002 and ewbinto the new facility in August 2005, w
the grand opening of the new facility in Novemb@02. Modern Mind currently offers testing and asslgnservices of memory semiconductors. In
connection with the Shanghai operations, ModerndMias invested US$130 million in ChipMOS Shangbailfie facility and related equipment.

On August 24, 2004, we, through ThaiLin and ChipMG#f8van, entered into an agreement for the acdunisdf certain testing and assembly
assets of FICTA, including 52 testers, 133 wiredsys, machinery, equipment, raw materials, spats pad related patents.
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In December 2004, we sold our Kaohsiung testingifiato Radiant Opto-Electronics Corporation.

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, 2009.

Floor Area (m

Location of Facility Primary Use 2) Principal Equipment
Chupei, Hsinchu Wafer Testing/Gold Bumping 25,954 4 steppers

11 sputters

264 tester:
Hsinchu Industrial Park, Taiwan Testing 27,12« 139 testers

56 burr-in ovens
Hsinchu Science Park, Taiwan Testing/Module 40,29 128 testers

94 burr-in ovens
Southern Taiwan Science Park, Taiwan Assembly/Testing 109,67¢ 433 wire bonders

124 inner-lead bonders

193 tester:
Shanghai Qingpu Industrial Zone, Mainland Cr Assembly/Testing 66,81" 17 tester:

158 wire bonders

19 burr-in ovens
Equipment

Testing of Memory and Mixed-Signal Semiconductors

Starting Second quarter of 2008, several of ourgipal suppliers have required us to give them ntead-time for delivery of supplies to us as
they reduced inventory level since economic downtur

Testing equipment is the most capital-intensive ponent of the memory and mixed-signal semicondsdgsting business. Upon the
acquisition of new testing equipment, we instadifigure, calibrate and perform burn-in diagnogtits on the equipment. We also establish
parameters for the testing equipment based onipaitizl requirements of existing and potential augis and considerations relating to market trends.
As of March 31, 2009, we operated 741 testersefstiig memory and mixed-signal semiconductors. Wreerally seek to purchase testers with similar
functionality that are able to test a variety dfatient semiconductors. We purchase testers frojpmrgernational manufacturers, including Advan
Corporation, Verigy Ltd. and Credence Systems Q.

In general, particular semiconductors can be tasséty a limited number of specially designed tesst&s part of the qualification process,
customers will specify the machines on which tlseimiconductors may be tested. We often develogptegtam conversion tools that enable us to test
semiconductors on multiple equipment platforms sTgortability among testers enables us to allosateiconductor testing across our available te:
capacity and thereby improve capacity utilizatiates. If a customer requires the testing of a semdigctor that is not yet fully developed, the coste
consigns its testing software programs to us tiosggscific functions. If a customer specifies tegtequipment that is not widely applicable to other
semiconductors we test, we require the customimhish the equipment on a consignment basis.

We will continue to acquire additional testing gguent in the future to the extent market conditi@mash generated from operations, the
availability of financing and other factors makelésirable to do so. Some of the equipment antecekpare parts that we require have been in short
supply in recent years. Moreover, the equipmeanhlg available from a limited number of vendorssomanufactured in relatively limited quantities
and may have lead time from order to delivery inems of six months.
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Assembly of Memory and Mixed-Signal Semiconductors

The number of wire bonders at a given facilityasnenonly used as a measure of the assembly capdichg facility. Typically, wire bonders
may be used, with minor modifications, for the asisly of different products. We purchase wire bosdmincipally from Shinkawa Co., Ltd. and
Kulicke & Soffa Industries Inc. As of March 31, Z00ve operated 591 wire bonders. In addition tewionders, we maintain a variety of other types
of assembly equipment, such as wafer grinders,iwafeinters, wafer saws, die bonders, automatedingpfdachines, laser markers, solder platers,
pad printers, dejunkers, trimmers, formers, subessaws and lead scanners.

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 Advantest Corporatind assembly equipment from Shibaura Mechatso@brp., Athlete FA Corp. and Sharp
Takaya Electronics Corp. As of March 31, 2009, werated 4 steppers and 11 sputters for gold bungridgl24 inner-lead bonders for assembly and
193 testers for LCD and other flat-panel displayeirsemiconductors. We are currently in the preadurchasing additional testing equipment. The
testing equipment can be used for the TCP, COFRCa@ processes, while the inner-lead bonders ageussld in the TCP and COF processes. The
same types of wafer grinding, auto wafer mountdiedsaw equipment is used for the TCP, COF and @f@Gesses. In addition, auto inspection
machines and manual work are used in the COG ppwdsch is more labor-intensive than the TCP afd@rocesses.

Item 4A. Unresolved Staff Comments
Not applicable.

Item 5. Operating and Financial Review and Prospect

This discussion and analysis should be read inuocatipn with our consolidated financial statemearid related notes contained in this Annual
Report on Form 20-F. We intend to and are ableke tctions required for the Company to continua gsing concern. Our consolidated financial
statements contained in this Annual Report on F20rk therefore have been prepared to reflect thenagtion that we will continue as a going
concern.

We incurred a loss of NT$7,270 million (US$222 ioifi) for the year ended December 31, 2008, anchieadurrent liabilities of NT$227
million (US$7 million) as of December 31, 2008, tthaise substantial doubt about our ability to amre as a going concern. Our plans with respect to
addressing these matters generally include gengratiditional working capital and saving cash by:

. negotiation with bank creditors for the extensiémepayment terms of bank loar

. negotiation with the holders of our convertibleewtue 2009 for extension of repayment date omuesting our convertible notes due
2009;

. raising new investment capital, either in the fafequity or loans; an
. reorganization of our business

Our plans with respect to addressing these madteisteps that we have taken and plan to takenergee additional working capital and to save
cash are discussed in greater detail under “—Liguahd Capital Resourceghd Notes 2 and 22a to our consolidated finantiééments contained
this Annual Report on Form 20-F.
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There can be no assurances that we will be aldedcessfully accomplish these plans. Even if weessfully accomplish these plans, there can
be no assurances that as a result of doing shabas a result of steps taken to generate addlitworking capital and to save cash, we will evaliyu
attain profitable operations or will have sufficidiquidity to finance our ongoing obligations aagerations in order to continue as a going concern.
Our consolidated financial statements containgdisAnnual Report on Form 20-F do not include adjustments that might result from the outcome
of this uncertainty.

Overview

We provide a broad range of back-end testing sesyiaicluding wafer probing and final testing ofmmey and mixed-signal semiconductors.
We also offer a broad selection of leadframe-bagetorganic substrate-based package assemblyesefoicmemory and mixed-signal
semiconductors. Our advanced leadframe-based peskagjude thin small outline packages, or TSORd,aur advanced organic substrate-based
packages include fine-pitch ball grid array, oefipitch BGA, packages. In addition, we provide gmlenping, testing and assembly services for LCD
and other flat-panel display driver semiconductyr&mploying TCP, COF and COG, technologies. In820@@ir consolidated net revenue was
NT$17,010 million (US$519 million) and our net losas NT$7,270 million (US$222 million

We are a holding company, incorporated in BermudAuwgust 1, 2000. We provide most of our servitesugh our wholly-owned subsidiary,
ChipMOS Taiwan, and its subsidiaries and invest€afMOS Taiwan was incorporated in Taiwan in JU®37 as a joint venture company of Mosel
and Siliconware Precision and with the participatid other investors. Following the completion loé share exchange transaction between our
company and ChipMOS Taiwan on September 14, 200ipMEOS Taiwan became a wholly-owned subsidiarywf@mpany. In Taiwan, we conduct
testing operations in our facilities at the Hsin@uience Park and the Hsinchu Industrial Park, baldping and wafer testing in our facility at Chijj
and testing and assembly operations in our fadlitthe Southern Taiwan Science Park. We also atragherations in Mainland China through
ChipMOS Shanghai, a wholly-owned subsidiary of Modglind, which is one of our controlled consolidhtubsidiaries. ChipMOS Shanghai
operates a testing and assembly facility at thegQirindustrial Zone in Shanghai. Through our subsigs, we also have equity interests in other
companies that are engaged in the semiconductostind See “ltem 4. Information on the Company—Q@iaw of the Company” for more details.

The following key trends are important to underdtag our business:

Capital Intensive Nature of Our Busine§sir operations, in particular our testing operatjare characterized by relatively high fixed cogte
expect to continue to incur substantial depreaiaéind other expenses as a result of our previapssitions of testing and assembly equipment and
facilities. Our profitability depends in part natlg on absolute pricing levels for our serviceg, &lgo on capacity utilization rates for our tegtand
assembly equipment. In particular, increases oredses in our capacity utilization rates could ificantly affect our gross margins since the uistc
of testing and assembly services generally decsesséixed costs are allocated over a larger numibenits. Due to the global credit and financial
market crisis, we have experienced decrease icapacity utilization rates for our testing and asisly equipment during 2008 and therefore decrease
in our gross margins.

The current generation of advanced testers tygicalt between US$2 million and US$5 million eaghile wire bonders used in assembly
typically cost approximately US$65 thousand eadhianer-lead bonders for TCP and COF assemblyagmioximately US$300 thousand each and
COG chip sorters cost approximately US$140 thousanth. We begin depreciating our equipment whisngitaced into commercial operation. There
may be a time lag between the time when our equipmelaced into commercial operation and whechtieves high levels of utilization. In periods
of depressed semiconductor industry conditionsmag experience lower than expected demand frontwstomers and a sharp decline in the average
selling prices of our testing and assembly seryiailting in an increase in depreciation expenslasive to net revenue. In particular, the cagyaci
utilization rates for our testing equipment maysbeerely adversely affected during a semicondunthrstry downturn as a result of the decrease in
outsourcing demand from integrated device manufacduor IDMs, which typically maintain larger irose testing capacity than in-house assembly
capacity.
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Highly Cyclical Nature of the Semiconductor IndystHighly cyclical, the worldwide semiconductor irglty has experienced peaks and trot
over the last decade, with a severe downturn bégirin the fourth quarter of 2000 that was followsda recovery in early 2003. The significant
decrease in market demand for semiconductors ggarbin 2000 adversely affected our results ofatfers for 2001 and 2002. Beginning in the
fourth quarter of 2008, the semiconductor industsnmenced another significant downturn which car@thand increased in severity towards the end
of 2008 and is still continuing. The significantcdease in market demand for semiconductors duting period adversely affected our results of
operations for 2008. During periods of decreasedatel for assembled semiconductors, some of ouormigss may forego, delay or simplify final
testing of certain types of semiconductors, sucBRAM, which may further decrease demand and aeesatjing prices for our services and intensify
our difficulties.

Declining Average Selling Prices of Our Testing #&ssembly Serviced'he semiconductor industry is characterized hgreeral decrease in
prices for products and services over the courskedf product and technology life cycles. The maftelecline is particularly steep during periods of
intense competition and adverse market conditibhs.average selling prices of our testing and abkeservices experienced sharp declines during
such periods as a result of intense price competitom other independent testing and assembly aoiep that attempt to maintain high capacity
utilization levels in the face of reduced demand.

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

. improve production efficiency and attain high capaatilization rates

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

. develop new assembly technologies;

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

Market Conditions for the End-User Applications 8gmiconductorsMarket conditions in the semiconductor industoya large degree, track
those for their end-user applications. Any detation in the market conditions for the end-usediappons of semiconductors that we test and
assemble may reduce demand for our services ahatnnmaterially adversely affect our financiahdiion and results of operations. Our net revenue
is largely attributable to fees from testing anslessbling semiconductors for use in personal computéensumer and portable electronic products,
display applications and communications equipmEné¢ markets for these products are intensely cadtiyggtand a significant decrease in demand
puts pricing pressure on our testing and assengnlyices and negatively affects our earnings. Thersupply of DRAM products in the second half of
2007 and the weak demand in the DRAM market in 20@8in the first quarter of 2009 resulted in digant reductions in the price of DRAM
products, which in turn drove down the averageargglprices for our testing and assembly service®RAM products in the second half of 2007, 2
and the first quarter of 2009.

Change in Product MixDeclines in average selling prices have beengligroffset over the last three years by a changaur revenue mix. In
particular, revenue from testing and assembly oDlaBd other flat-panel display driver semicondustamd 12-inch wafer processing have increased
as a percentage of our total net revenue over@8é © 2008 period. We intend to continue focusindesting and assembling more semiconductors
that have the potential to provide higher margimd developing and offering new technologies iningsand assembly services, in order to mitigate the
effects of declining average selling prices on ahifity to attain profitability.

Recent Acquisitions

On June 16, 2005, ChipMOS Taiwan and Chantek ahiate a merger agreement, whereby Chantek agceled merged into ChipMOS
Taiwan, with ChipMOS Taiwan as the surviving entltinder the merger agreement, as amended on Segt@n®005, shareholders of Chantek (o
than ChipMOS Taiwan) were entitled to elect to reeeash or ChipMOS Taiwan shares in exchangehfeir Chantek shares at the ratio of 3.6 to 1.
As a result, ChipMOS Taiwan paid NT$81 million iast and issued 6 million shares to Chantek shater®pursuant to the merger agreement. The
transaction closed on November 21, 2005.
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On August 15, 2005, ThailLin entered into a mergge@ament with ChipMOS Logic, whereby ChipMOS Loggreed to be merged into Thail
with ThaiLin as surviving entity. Under the merggreement, shareholders of ChipMOS Logic receivelammmon share of ThailLin in exchange for
2.8 common shares of ChipMOS Logic. The transaatiosed on December 1, 2005, and as of March 319,20hipMOS Taiwan held a 42.9%
interest in ThailLin.

On February 13, 2007, we entered into a share paecand subscription agreement with ChipMOS TaiavahSiliconware Precision under
which we and ChipMOS Taiwan agreed to purchasefa&liliconware Precision’s equity interest in Chi@i8 Taiwan, and Siliconware Precision
agreed to subscribe for 12,174,998 of our newlyddscommon shares through a private placementtr@hsaction closed on March 27, 2007, and as
of March 31, 2007, we held 99.1% of the outstandiognmon shares of ChipMOS Taiwan.

On April 12, 2007, we entered into a share exchaggeement with ChipMOS Taiwan pursuant to whichageeed to exchange one common
share for every 8.4 ChipMOS Taiwan shares outstandihe transaction closed on September 14, 20@7wa issued 604,124 common shares to the
holders of the ChipMOS Taiwan common shares in axgh for their ChipMOS Taiwan shares, and we andNd®S Taiwan paid NT$53 million in
cash to purchase fractional shares and sharebheldsenting shareholders. Following the comptetibthe share exchange transaction on
September 14, 2007, ChipMOS Taiwan became our ydoo¥hed subsidiary.

Net Revenue

We conduct our business according to the followiragn business segments: (1) testing services fananeand mixed-signal semiconductors;
(2) assembly services for memory and mixed-sigeadisonductors; and (3) LCD and other flat-paneplaig driver semiconductor testing and
assembly services. The following table sets fddhthe periods indicated, our consolidated neenexe for each segment.

Year ended December 31

2006 2007 2008 2008
NTS$ NTS$ NTS$ Us$
(in millions)
Testing
Memory $ 8,759.! $10,856.. $ 8,226.¢ $251.1
Mixed-signal 580.¢ 646.2 560.1 17.1
Total testing 9,340..  11,502. 8,787.C  268.:
Assembly
Memory 6,240.: 7,576.( 4591.. 140.
Mixed-signal 349.¢ 523.€ 826.¢ 25.2
Total assembl’ 6,589.¢ 8,099.¢ 5,417. 165.4
LCD and other fle-panel display driver semiconductor testing and rabbe 4,445.! 3,995.¢ 2,805.! 85.€
Total $20,375.. $23,597.( $17,010.. $519.;
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Our net revenue consists primarily of service fieesesting and assembling semiconductors, andesser extent, fees from equipment rents
semiconductor manufacturers for engineering testexs allowances for product returns. We offetingsand assembly services for memory
semiconductors, mixed-signal semiconductors artthteand assembly services for LCD and other feigd display driver semiconductors.

Most of our customers do not place purchase offdelis advance and our contracts with customerigélly do not require minimum purchases
of our products or services. Our customers’ purelwaders have varied significantly from period &ipd because demand for their products is often
volatile. We have strategically entered into loegit capacity agreements with some of our custorisrder certain of those lontgrm agreements, v
have agreed to reserve capacity for our custonmet®ar customers have agreed to place orders iarttoaint of the reserved capacity (which is sul
in certain cases to reduction by the customerspaksof our strategy, we intend to enter into fiddal long-term capacity agreements in the futire
this approach continues to represent a potentiaVtr opportunity for our business. Depending ort@ugr demands, market conditions and other
considerations, we may explore opportunities tcaexjpour operations outside Taiwan and Mainland &hirconnection with possible future loteym
capacity agreements.

Our financial condition and results of operatioasénalso been, and are likely to continue to Hectdd by price pressures on our service fees,
which tend to decline in tandem with the declinnggrage selling prices of the products we testaeseémble over the course of their product and
technology life cycles. In order to maintain ourrgias, it is necessary to offset the fee erosiordytinually improving our production efficiencydn
maintaining high capacity utilization rates. Weogfgan to continue to develop and implement newrietogies and expand our services into
potentially higher-margin segments. These effatgiire significant up front investment in advantémoremental revenue, which could impact our
margins.

Pricing

We price our testing fees primarily based on th& obtesting the products to our customers’ speatibns, including the costs of the required
material and components, the depreciation expaessing to the equipment involved and our overhegaenses, and with reference to prevailing
market prices. Accordingly, the testing fee foraatigular product would principally depend on thred taken to perform the tests, the complexityhe
product and the testing process, and the cosiecéduipment used to perform the test. For exangsdéing fees for memory semiconductors are
significantly higher than those for other produstgause of the longer time required and the nedolim-in testing.

We price our assembly services on a per unit b&sigg into account the complexity of the packame, costs, including the costs of the
required material and components, the depreciatkpenses relating to the equipment involved andwarhead expenses, prevailing market
conditions, the order size, the strength and histéour relationship with the customer and ourazafy utilization.

We price our testing and assembly services for la@D other flat-panel display driver semiconductorghe basis of our costs, including the
costs of the required material and componentsiéipeeciation expenses relating to the equipmemtiwed 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 speisabdnts to customers who use our
vertically integrated services. On a case by casespwe also may offer special payment termsudiob longer payment cycles, to key customers
during downturns in the market so as to retainrmss from such key customers.
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Revenue Recognition

We generally recognize our revenue upon shipmetastéd and assembled semiconductors to locatesigrtated by our customers, including
our internal warehouse for customers using our n@rsing services. Revenue from product sales tgrézed when risks of ownership are transfe
to customers, generally upon shipment of the prisdWe submit invoices at the time of shipmenteivery and generally require customers to pay
within 60 days after the last day of the month ngiivhich the invoice was sent, except that we regBpansion and ProMOS, our largest and second
largest customers, to pay by cash upon deliveryeMyerienced significant collection problems for services in connection with NT$277 million of
receivables from Ultima. We received from Ultim&2%0,000 and 4,190,000 shares of Ultima TechnologypQBVI) common stock on September 24
and December 18, 2004, respectively, as collaterahe outstanding receivables. We provided aowadhce of NT$194 million and NT$83 million f
these doubtful receivables in 2004 and 2005 resdet These doubtful receivables were fully writteff during 2006. In April 2007, we settled the
civil proceedings related to these doubtful redaiiea with Ultima for NT$700 thousand and recordechsamount as other income.

In January 2008, at the request of ProMOS, we dgepermit ProMOS to defer payment of aggregateicefees of NT$450 million (US$ 14
million) to February 15, 2009. The deferred serfexs, which were paid in full by ProMOS in MaratdaApril 2008, bore interest at a rate of
4.69% per annum, and were recorded as long-terouats receivables as of December 31, 2007. Weeaigerienced collection problems for our
receivables in connection with NT$578 million (US$tillion) of receivables from ProMOS. Full amouwfitallowance of the foregoing doubtful
receivables was reserved as of December 31, 20081@ly all of the services fees payable to u®lyMOS are via cash on delivery. See “ltem 4.
Information on the Company — Customers”.

We also experienced collection problems for ouvises in connection with NT$1,539 million (US$47llion) of receivables from Spansion.
Full amount of allowance of the foregoing doubtideivables was reserved as of December 31, 20081@ly all of the service fees payable to us by
Spansion are via cash on delivery. See “ltem 4rintion on the Company — Customers”.

We have not experienced other significant collecpooblems for our services.

Related Party Revenues

In 2006, 2007 and 2008, 28%, 29% and 18%, respdytiof our net revenue were derived from relatedips. While we believe that our
transactions with related parties were enteredantan arm’s length basis, we extended them fal®fdyment terms, as discussed in the preceding
paragraph. See “Iltem 7. Major Shareholders andt&tRarty Transactions” for more information comisy our related party transactions.

Geography and Currency

The majority of our net revenue is generated fraistemers headquartered in Taiwan, which represét@éd 72% and 60% of our net revenue
in 2006, 2007 and 2008, respectively. We also geaeret revenue from customers in the United StKim®a, Japan and other countries. Our service
fees and revenue are generally denominated inutierccy of the jurisdiction in which our facilitiese located, for example NT dollars for our Taiwan
operations and RMB for our Mainland China operatioks we generate most of our net revenue from diaése customers using our Taiwanese
operations, and since most of our labor and overbeats are denominated in NT dollars, we conglteNT dollar to be our functional currency.

See Note 23 to our consolidated financial statesemtained in this Annual Report on Form 20-F ‘dtesn 11. Quantitative and Qualitative
Disclosure about Market Risk — Market Risks — FgreCurrency Exchange Rate Risks” for certain infation on our exchange rate risks.
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Cost of Revenue and Gross Profit (Loss)

Our cost of revenue consists primarily of the fafilog: depreciation and amortization expenses, ratenel costs, and labor and overhead
expenses, which primarily include expensable eqeifis) sub-contracting fees and rental expenseso@asations, in particular our testing operations,
are characterized by relatively high fixed cost® &pect to continue to incur substantial deprieriand other expenses as a result of our previous
and future acquisitions of testing and assemblypegent and facilities, including our investmenboiar Mainland China operations. Our profitability
depends in part not only on absolute pricing lef@our services, but also on our capacity util@arates. As of March 31, 2009, we had 741 tester
169 burn-in ovens, 591 wire bonders, 124 inner-leaaters, four steppers and 11 sputters. We use-lead bonders for the assembly of LCD and
other flat-panel display driver semiconductors gsii€P or COF technology, and wire bonders for TSBIPA, and some other package assembly
technologies. Our average capacity utilization fateesting of memory and mixed-signal semicondretvas 86% in 2006, 78% in 2007 and 65% in
2008. Our average capacity utilization rate foeadsly of memory and mixed-signal semiconductors W% in 2006, 86% in 2007 and 63% in 2008.
In addition, our average capacity utilization ristleLCD and other flat-panel display driver semidantor testing and assembly was 79% in 2006, 71%
in 2007 and 52% in 2008.

Most of our labor and overhead costs are denomdriatBIT dollars. However, we also incur costs ofereues and operating expenses associatec
with testing and assembly services in several atheencies, including Japanese yen, US dollardRMB. In addition, a substantial portion of our
capital expenditures, primarily for the purchas¢esting and assembly equipment, has been, apéxted to continue to be, denominated in Jap
yen with much of the remainder denominated in Ulkadn

The following table sets forth, for the periodsigaded, our gross profit (loss) and our gross p{tdss) margin as a percentage of net revenue.

Year ended December 31

2006 2007 2008 2008
NTS$ NTS NTS$ US$
(in millions)
Gross profit (loss):
Testing
Memory $3,779.: $4,200.¢ $ 746.¢ $ 22.¢
Mixed-signal (0.9 174.¢ 114.C 3.t
Total testing 3,778.¢ 4,375.( 860.¢ 26.2
Assembly
Memory 1,430.( 1,452 (245.5) (7.5)
Mixed-signal 18.4 19.7 (78.9 (2.9
Total assembl: 1,448.¢ 1,472.: (323.9) (9.9
LCD and other fle-panel display driver semiconductor testing and rabbe 894.t 306.: (496.9) (15.2)
Total $6,121.¢ $6,153.! $ 40.2 $ 1.2
Gross profit (loss) margin:
Testing
Memory 43.1% 38.7% 9.1% 9.1%
Mixed-signal (0.2) 27.C 20.4 20.4
Total testing 40.5 38.C 9.8 9.8
Assembly
Memory 22.¢ 19.2 (5.3 (5.3
Mixed-signal 5.3 3.8 (9.5 (9.5
Total assembl 22.C 18.2 (6.0) (6.0)
LCD and other fle-panel display driver semiconductor testing andrabbe 20.1 7.7 a7.7) (7.7)
Overall 30.C% 26.1% 0.2% 0.2%
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Operating Expenses
Research and Development

Research and development expenses consist prim&plgrsonnel expenses, amortization expensesngkat technology, expenditures to
qualify our services for specific customers anceottonsulting fees and certification fees paichiaitparties. Research and development expenses are
recognized as they are incurred. We currently et research and development expenses willaseré the future as we continue to explore new
technologies and service offerings. We also exjebire additional employees in our research angtldpment department.

Sales and Marketing

Sales and marketing expenses consist primarilyipping and handling expenses incurred in deliegroducts to our customers’ designated
locations, advertising, corporate communicatiorss aiher marketing expenses, salary expenses fs aald marketing personnel, sales commission,
professional service fees, bad debt provision amndce support expenses.

General and Administrative

General and administrative expenses consist ofisaland related expenses for executive, finandeaanounting, and management information
systems personnel, professional service fees, tedl corporate expenses. They also include stoskebeompensation that is expensed using the
intrinsic value-based method and fair value metiSmk “Item 6. Directors, Senior Management and Bygas—Share Option Plan and Share
Appreciation Rights Plan” for more information cenging our share option plan. We expect generakaindginistrative expenses to increase in
absolute terms as we add personnel and incur additexpenses related to the growth of our busiaedperations, particularly our Mainland China
operations.

Other Income (Expenses), Net

Our other income principally consists of interestdme, foreign exchange gains, warehouse spaad remenue, gains on sale of investments,
gains on disposal of property, plant and equipnfaittyalue gains on financial assets, gain onasspof land use right and gains on embedded
derivative. In 2008, our other income included @@rinterest income paid by Kolin under a loan y&de to ChipMOS Taiwan in March 2009 that
bears interest at a rate of 4.69% per annum. Tdreibsecured by a pledge by Kolin of 11 milliomeoon shares of ThaiLin. See “ltem 7. Major
Shareholders and Related Party Transactions—RdPateyl
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Transactions—ThailLin Semiconductor Corp.”. Our otxpenses principally consist of interest expeim&stment losses recognized by equity
method, fair value loss on financial assets, fil@ncosts, impairment losses, losses on dispogaiagferty, plant and equipment, loss on embedded
derivative, loss on redemption of convertible na@ted foreign exchange losses.

Minority Interests and Interest in Bonuses Paid bySubsidiaries

Minority interests represent the portion of ourdnee that is attributable to the shareholding in@amsolidated subsidiaries that we do not own.
In 2006 and 2007, our minority interests were latitable to the minority interests owned by Silicane/Precision and other investors in ChipMOS
Taiwan prior to the completion of the share excleaingnsaction between ChipMOS Bermuda and ChipM&@&an on September 14, 2007, and the
public shareholders’ interest in ThaiLin. Since @OS Taiwan became our wholly-owned subsidiary eessalt of the completion of the share
exchange transaction we entered into with ChipM@Bv&n, we expect minority interests to be subsadlptiess in future periods.

Interest in bonuses paid by subsidiaries represemtportion of ChipMOS Taiwan’s and ThaiLin’s dibutable earnings that are appropriated as
bonuses to employees and remuneration to direatatsupervisors of ChipMOS Taiwan and ThaiLin,expiired by ROC regulations and ChipMOS
Taiwan’s and ThaiLin’s articles of incorporatiorhiBMOS Taiwan and ThaiLin paid bonuses to directeupervisors and employees of NT$242
million and NT$74 million, respectively, in 2006;T8391 million and NT$82 million, respectively, if@7 and NT$387 million (US$12 million) and
NT$58 million (US$2 million) in 2008. Please ‘— US GAAP Reconciliation” for a discussion of thignificant impact such bonuses had on our net
income under US GAAP.

Net Income

Our net income was NT$2,121 million and NT$2,2148iam in 2006 and 2007 and net loss was NT$7,270ani(US$222 million) in 2008,
respectively. We believe our future results willdependent upon the overall economic conditiorthérmarkets 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 performance, see “ltem 3.yKeformation—Risk Factors”.

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

Year ended December 31

2006 2007 2008
ROC GAAP:
Net revenue 100.(% 100.(% 100.(%
Cost of revenu 70.C 73.€ 99.¢
Gross profit margit 30.C 26.1 0.2
Operating expense

Research and developmt 1.3 14 2.t

Sales and marketir 0.t 04 13.€

General and administrati 4.C 4.5 5.2

Total operating expens: 5.8 6.3 21.€

Income (loss) from operatiot 24.2 19.€ (21.9)
Other expenses, n (1.7 (2.9) (29.9)
Income (loss) before income tax, minority interestd interest in bonuses paid by subsididties 23.1 17.C (40.7)
Income tax expens (3.0 (3.9 (0.7)
Income (loss) before minority interests and inteire®onuses paid by subsidiar 20.C 13.7 (41.9
Minority interests (8.9) (3.3 0.8
Interest in bonuses paid by subsidiafies (0.8) (1.2 (2.1)
Net income (loss 10.4% 9.4% (42.0)%

(1) Refers to bonuses to directors, supervisors andogwegs.
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Year Ended December 31, 2008 Compared to Year BEDdedmber 31, 2007

Net Revenue Our net revenue decreased by NT$6,588 millior2836, to NT$17,010 million (US$519 million) in 206@®m NT$23,598
million in 2007.

Net revenue from testing services for memory anxkedhisignal semiconductors decreased by NT$2,7lomibr 24%, to NT$8,787 million
(US$268 million) in 2008 from NT$11,502 million 2007, mainly due to a decrease in net revenue festing services for memory semiconductors.
Net revenue from testing services for memory sendootors decreased by NT$2,629 million, or 249%\1$8,227 million (US$251 million) in 200
from NT$10,856 million in 2007, principally due decreased capacity utilization rates and loweragesselling price for DRAM products. Revenue
for testing services for mixed-signal semicondustbecreased by NT$86 million, or 13%, to NT$560iaril (US$17 million) in 2008 from NT$646
million in 2007, principally due to decreased catyagtilization rates.

Net revenue from assembly services for memory aimédrsignal semiconductors, which includes froneassly services for memory and
mixed-signal semiconductors and revenue from ounamg module manufacturing business, decreased 8282 million, or 33%, to NT$5,418
million (US$165 million) in 2008 from NT$8,100 miidin in 2007. This decrease was primarily the resiu#t decrease in net revenue from assembly
services for memory semiconductors. Net revenum fiesembly services for memory semiconductors deeteby NT$2,985 million, or 39%, to
NT$4,591 million (US$140 million) in 2008 from NT&76 million in 2007, primarily as a result of deased capacity utilization rate and lo\
average price for DDR Il SDRAM products. Net reveritom assembly services for mixed-signal semicotata increased by NT$303 million, or
58%, to NT$827 million (US$25 million) in 2008 froMiT$524 million in 2007, principally as resultediin higher customer demand.

Net revenue from LCD and other flat-panel displayet semiconductor testing and assembly servieesedised by NT$1,191 million, or 30%,
to NT$2,805 million (US$86 million) in 2008 from I$B,996 million in 2007. This decrease was prindjpas a result of the weak demand for LCD
and other flat-panel display products in 2008, \Whitturn led to decrease capacity utilization sate well as decreased average selling prices for
services.
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Cost of Revenue and Gross Margin Cost of revenue decreased by NT$474 million,%r & NT$16,970 million (US$518 million) in 2008
from NT$17,444 million in 2007, primarily due toetmet effect of increase in leasing expense of N8$8illion (US$27 million) and a decrease of
expensable equipment of NT$224 million (US$7 mil)iodirect material and direct labor by NT$603 moitl (US$18 million) and NT$332 million
(US$10 million), respectively. Leasing expenseéased due to the increase of leased machineryctDiraterial decreased principally as result of
decline of capacity utilization rate.

Our gross profit decreased to NT$40 million (USdilliom) in 2008 from NT$6,154 million in 2007. Ogross margin was 0.2% in 2008,
compared to 26% in 2007.

Our gross margin for testing services for memony muixed-signal semiconductors decreased to 109908 Zrom 38% in 2007, primarily due to
lower capacity utilization rate, which decrease®%66 in 2008 from 78% in 2007.

Our gross margin for assembly services for memodyraixed-signal semiconductors decreased to neg@fityin 2008 from 18% in 2007
primarily due to a pricing pressure resulted frém decreasing pricing of end products.

Our gross margin for LCD and other flat-panel digpdiriver semiconductor testing and assembly sesvilecreased significantly to negative
18% in 2008 from 8% in 2007, primarily as a residila decrease in capacity utilization rate from 7h%007 to 52% in 2008 as well as decreased
average selling price for our services.

Research and Development Expensefesearch and development expenses increased $i/1¥ illion, or 35%, to NT$436 million (US$13
million) in 2008 from NT$322 million in 2007. Thiacrease was primarily due to higher salary expgeassociated with an increase in research and
development personnel. We currently expect ourarebeand development expenses will increase ifutiaee to our focus on research and
development projects relating to advanced apptioatisuch as multi-chip package for DDR Il SDRAMy temperature assembly technologies for
LCD driver IC, fine pitch LCD driver IC testing armssembly technologies, and frequency identifica¢lRFID) logistics management system
implementation.

General and Administrative Expenses General and administrative expenses decreasbid $$84 million, or 17%, to NT$886 million (US$27
million) in 2008 from NT$1,070 million in 2007, pniarily due to decreased salary and fringes foctdst saving program.

Sales and Marketing ExpensesSales and marketing expenses increased by NTS2iBon, or 2,311%, to NT$2,363 million (US$72 liian)
in 2008 from NT$98 million in 2007, primarily due &n increase of NT$2,282 million (US$70 million)bad debt. The increase in bad debt was
primarily due to the full allowance made on outsliag receivables from Spansion and ProMOS.

Other Expenses, Net Other expenses, net increased by NT$2,618 milbo391%, to NT$3,287 million (US$100 million) 2008 from
NT$669 million in 2007. This increase was primadiye to the impairment loss on goodwill of NT$91iflion (US$28 million) and impairment los
on property, plant and equipment of NT$1,599 mill{y S$49 million) recognized in 2008. The signifitincrease in impairment loss in 2008 was
primarily due to a decreased estimated future odkiw from the use of the related property, plantl equipment and resulted in the recoverable
amount of the property, plant and equipment bedmgel than its carrying amount.

Income (loss) Before Income Tax, Minority Interestsaand Interest in Bonuses to Directors, Supervisorand Employees Paid by
Subsidiaries.As a result of the foregoing, income before incdene minority interests and interests in bonusedirectors, supervisors and employees
paid by subsidiaries decreased by 274% to a loBE 6,930 million (US$212 million) in 2008 from @mcome of NT$3,993 million in 2007.
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Income Taxes. Income tax expenses decreased by NT$647 milinB84%, to NT$121 million (US$4 million) in 2008im NT$768 million in
2007, primarily due to a significant increase iaddefore income tax in 2008.

Minority Interests . In 2008, our minority interests’ share of lossTofiLin amounted to NT$143 million (US$4 milliorgompared to minority
interests’ share of income of ChipMOS Taiwan andilim of NT$720 million in 2007.

Interest in Bonuses paid by SubsidiariesInterest in bonuses paid by subsidiaries incitaye27% to NT$362 million (US$11 million) in 20
from NT$286 million in 2007 primarily as a resuft@hipMOS Taiwan becoming a wholly-owned subsidienBeptember 2007.

Net Income. As a result of the foregoing, our net loss wa$R 270 million (US$222 million) in 2008 comparedamet income NT$2,219
million in 2007.

Year Ended December 31, 2007 Compared to Year Bhdedmber 31, 2006
Net Revenue Our net revenue increased by NT$3,223 milliorl.@&¥o, to NT$23,598 million in 2007 from NT$20,374limn in 2006.

Net revenue from testing services for memory arxkdisignal semiconductors increased by NT$2,16Ramjlor 23%, to NT$11,502 million in
2007 from NT$9,340 million in 2006, mainly due toiacrease in net revenue from testing servicegiemory semiconductor. Net revenue from
testing services for memory semiconductors incitageNT$2,096 million, or 24%, to NT$10,856 milliam 2007 from NT$8,760 million in 2006,
principally due to increased capacity, which wasighly offset by lower average selling prices tarr DRAM products and decreased capacity
utilization rates. Net revenue from testing sersifm mixed-signal semiconductors increased by NoTi®@lion, or 11%, to NT$646 million in 2007
from NT$581 million in 2006, principally due to ir@ased capacity and increased capacity utilizatites.

Net revenue from assembly services for memory amédrsignal semiconductors, which includes revefinom assembly services for memory
and mixed-signal semiconductors and revenue frommmmory module manufacturing business, increagedTi$1,510 million, or 23%, to NT$8,100
million in 2007 from NT$6,590 million in 2006. Thiscrease was primarily the result of an increaseeit revenue from assembly services for memory
semiconductors. Net revenue from assembly serficenemory semiconductors increased by NT$1,336anjlor 21%, to NT$7,576 million in 2007
from NT$6,240 million in 2006, primarily as a resaf increased capacity and increased sales ofuptedvith higher average selling prices, such as
certain BGA packages for DDR || SDRAM products. Ketenue from assembly services for mixed-signalisenductors increased by NT$175
million, or 50%, to NT$524 million in 2007 from NB#9 million in 2006, principally as a result of timereased capacity utilization rate that resulted
from higher customer demand, particularly in thedtlquarter of 2007.

Net revenue from LCD and other flat-panel displayet semiconductor testing and assembly servieesedised by NT$450 million, or 10%, to
NT$3,996 million in 2007 from NT$4,446 million irDR6. This decrease was principally as a result®fteak demand for LCD and other -panel
display products in 2007, which in turn led to éged capacity utilization rates as well as deeckaserage selling prices for our services.

Cost of Revenue and Gross Margin Cost of revenue increased by NT$3,191 million22f%6, to NT$17,444 million in 2007 from NT$14,253
million in 2006, primarily due to the increased dwead expenses of NT$2,342 million. Overhead exgeimcreased principally as a result of an
increase in depreciation expenses, an increagnialrexpenses, as well as an increase in re-tpatid equipment spare part expenses that resulted
from our change in product mix.
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Our gross profit increased to NT$6,154 million B0Z from NT$6,122 million in 2006. Our gross margias 26% in 2007, compared to 30% in
2006.

Our gross margin for testing services for memony mixed-signal semiconductors decreased to 38%07 Zrom 41% in 2006, primarily due to
a lower capacity utilization rate, which decreage@8% in 2007 from 86% in 2006.

Our gross margin for assembly services for memaodyraixedsignal semiconductors decreased to 18% in 2007 22 in 2006, mainly due
a pricing pressure resulted from the decreasirge i end products and the change of our TSOP ptadix.

Our gross margin for LCD and other flat-panel digpdiriver semiconductor testing and assembly sesvilecreased significantly to 8% in 2007
from 20% in 2006, primarily as a result of a deseein capacity utilization rate from 79% in 20067t$6 in 2007 as well as decreased average selling
prices for our services.

Research and Development Expensefesearch and development expenses increased $47Nilillion, or 17%, to NT$322 million in 2007
from NT$275 million in 2006. This increase was paitity due to higher salary expenses associatedamitincrease in research and development
personnel. We currently expect our research andldpment expenses will increase in the future dueut focus on research and development prc
relating to advanced applications, such as muip-packages for DDR Ill SDRAM, low temperature aabdy technologies for LCD driver IC, fine
pitch LCD driver IC testing and assembly technadsgiand radio frequency identification (RFID) ldigis management system implementation.

General and Administrative Expenses General and administrative expenses increas®tin$257 million, or 32%, to NT$1,070 million in
2007 from NT$813 million in 2006, primarily due liigher salary expenses that resulted from an isergageneral and administrative personnel, as
well as increased utilities expenses.

Sales and Marketing ExpensesSales and marketing expenses decreased by NTHShmor 8%, to NT$98 million in 2007 from NT$107
million in 2006, primarily due to a decrease of N'T$million in commission expenses. The decreas®inmission expenses was mainly a result o
strategy to focus on increasing sales to key custsiihrough long-term agreements.

Other Expenses, Net Other expenses, net increased by NT$446 milbo200%, to NT$669 million in 2007 from NT$223 riolh in 2006.
This increase was primarily due to the increasauininterest expenses to NT$865 million in 2007 T$399 million in 2006. The significant
increase in interest expenses in 2007 was primauié/to the full-year effect of interest on the @0@tes.

Income Before Income Tax, Minority Interests and Irterest in Bonuses to Directors, Supervisors and Enipyees Paid by Subsidiaries As
a result of the foregoing, income before income taxority interests and interest in bonuses tedors, supervisors and employees paid by
subsidiaries decreased by 15% to NT$3,993 miliio2d07 from NT$4,703 million in 2006.

Income Taxes. Income tax expenses increased by NT$132 milbor21%, to NT$768 million in 2007 from NT$636 milfi in 2006, primarily
due to a significant decrease in loss carry foraamd income tax credits.

Minority Interests . Minority interests decreased by NT$1,079 million60%, to NT$720 million in 2007 from NT$1,799Ikoin in 2006,
primarily as a result of ChipMOS Taiwan becoming atolly-owned subsidiary in September 2007.

Interest in Bonuses paid by subsidiariednterest in bonuses paid by subsidiaries increbyed?% to NT$286 million in 2007 from NT$149
million in 2006 mainly due to increase in bonusaglpy ChipMOS Taiwan and the increase in our sbaseich bonus, as ChipMOS Taiwan becat
wholly-owned subsidiary in 2007.
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Net Income. As a result of the foregoing, our net income éased by NT$98 million to NT$2,219 million in 2088m NT$2,121 million in
2006.

Critical Accounting Policies

We prepare our consolidated financial statementsiformity with ROC GAAP. Under ROC GAAP, we aegjuired to make certain estimates,
judgments and assumptions about matters that gihdyhincertain at the time those estimates, judgsnend assumptions are made, and our fina
condition or results of operations may be matsriafipacted if we use different but nonethelessaorakle estimates, judgments or assumptions about
those matters for that particular period or if viiarege our estimates, judgments or assumptionsgeriad to period.

Under ROC GAAP, the significant accounting policés set forth in Note 2 of the notes to the cadatéd financial statements contained in
Annual Report on Form 20-F. The significant accougnpolicies that require us to make estimatesasstimptions about the effect of matters that are
inherently uncertain are discussed below. In cotimeevith the reconciliation of our consolidateddncial statements to US GAAP, there are no
additional accounting policies that we believe @itical to us except as described below under “enertible Notes” and “— Share-Based
Compensation”.

Allowance for Doubtful Receivables and Sales Retsirn

Our accounts receivable balance on our balance ghaffected by our allowances for doubtful acdsiand sales returns, which reflect our
estimate of the expected amount of the receivahbgsve will not be able to collect and our estienaf the expected amount of sales returns.

Our determination of the allowance for doubtfula®ables is based on our determination of two dffié types of reserves. The first type of
reserve involves an individual examination of aafalié information regarding any customer that weehr@ason to believe may have an inability to 1
its financial obligations. For these customersuse our judgment, based on the available factc@odmstances, and record a specific reserve &ir th
customer against amounts due to reduce the redeit@the amount that is expected to be colleclbdse specific reserves are reevaluated and
adjusted as additional information is received. $eond type of reserve is a general reserve estadlfor all customers based on a range of
percentages applied to aging categories. Thesemages are based on historical collection anevefit experience. If circumstances change, our
estimates of the recoverability of amounts duestoauld be reduced by a material amount. As of Bxes 31, 2008, we provided NT$2,163 million
(US$66 million) for the first type of reserve and$iL.63 million (US$5 million) for the second typereserve. For the first type of reserve, we resg
NT$1,539 million (US$47 million) and NT$584 milligfuS$18 million) for Spansion and ProMOS, respesdivSee‘ltem 4. Information on the
Company—Customers”.

Our determination of the allowances for sales retars of the end of any quarter is based uponlatitoy an average historical return rate,
usually based on the previous three quarters, anitiphying this by the revenue of that quarter. é(December 31, 2008, we provided NT$107 mil
(US$3 million) for the allowance of sales returns.

The allowance we set aside for doubtful receivablebsales returns was NT$161 million as of Decer8be2006, NT$260 million as of
December 31, 2007 and NT$2,433 million (US$74 wnil)ias of December 31, 2008. The allowances asoéidber 31, 2006, 2007 and 2008
represented 3%, 5% and 62%, respectively, of ccowads receivable and other receivables as of thates. The allowance in 2006, 2007 and 2008
reflected a reduction of NT$884 thousand, NT$5ionilland NT$2,292 million (US$70 million), respeey, in accounts receivable and other
receivables that was charged to sales and marketiognses. If we were to change our estimate dditbeance for doubtful receivables and sales
returns either upward or downward 10%, our opegaticome would be affected by NT$4 million (US$1Bausand) for 2008.

An increase in our allowance for doubtful receiesbhnd sales returns would decrease our recordedu and our current assets.
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Inventory Valuation

We state our inventories at the lower of cost orketavalue. Market value represents net realizablee for finished goods and work in process
and replacement value for raw materials. We usstéredard cost method to determine the cost oinventories, adjusted to approximate weighted-
average cost at the end of the period. We peritidiesaluate the composition of our inventory addritify slow-moving inventories. Inventory items
identified as slow-moving are evaluated to deteawimether reserves are required.

In 2006, 2007 and 2008, we reserved NT$20 millldhi$8 million and NT$99 million (US$3 million) of irentory valuation allowance,
primarily due to the market price of tested anceagded DRAM and SDRAM inventory was below costatfdition, we reserved NT$88 million in
2006, NT$56 million in 2007 and NT$3 million (US$#usand) in 2008 for identified slow-moving intefries.

As of December 31, 2008, we recorded NT$102 mil{id8$3 million) of inventory valuation allowancékthe prevailing market price of our
testing and assembly services had been 10% loveewauld have been required to recognize a valuaiiowance of approximately NT$98 million
(US$3 million) in 2008 and would have decreasediouentory value by 9.8% and increased our netlbys$.4%, respectively.

Valuation Allowance for Deferred Tax Assets

When we have net operating loss carry forwardgstment tax credits or temporary differences inafm@unt of tax recorded for tax purposes
and accounting purposes, we may be able to rethecamount of tax that we would otherwise be regutoepay in future periods. We recognize all
existing future tax benefits arising from theseatixibutes as deferred tax assets and then, lmssedr internal estimates of our future profitgdablsh
a valuation allowance equal to the extent, if ahgt it is more likely than not that deferred tasets will not be realized. We record an income tax
expense or benefit in our statement of operatidmsnathere is a net change in our total deferredsarts and liabilities in a period. The ultimate
realization of the deferred tax assets depends tipgeneration of future taxable income duringpgbigods in which the net operating losses and
temporary differences become deductible or thestment tax credits may be utilized. Specificallyt @aluation allowances are impacted by our
expected future revenue growth and profitabiligx holidays, alternative minimum tax, and the ant@inax credits that can be utilized within the
statutory period. In determining the amount of &dilon allowance for deferred tax assets as of Deeerd1, 2008, we considered past performanc
general outlook of the semiconductor industry, fetiaxable income and prudent and feasible taxnpgnstrategies.

Because the determination of the amount of valnaltowance is based, in part, on our forecasutfré profitability, it is inherently uncertain
and subjective. Changes in market conditions amcssumptions may cause the actual future profiiald differ materially from our current
expectation, which may require us to increase oradese the amount of valuation allowance that we hecorded. Because our expectation for future
profitability is generally less during periods efluced revenue, we will be more likely to providmgicant valuation allowances with respect to
deferred tax assets during those periods of alrezdiyced income.

As of December 31, 2006, 2007 and 2008, the enuifence for valuation allowances were NT$1,079iam|land NT$834 million and
NT$1,823 million (US$56 million), respectivel
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Impairment Loss of Long-Lived Assets

Under ROC GAAP, we record impairment losses on-ibrgf assets used in operations if events andigistances indicate that the assets might
be impaired and the recoverable amounts of thesagbthe cash-generating unit are less than tirging amounts of those items. Assumptions about
the recoverable amounts of the long-lived assepsire significant judgment on our expected castvflour cash flow estimates are based on historical
results adjusted to reflect our best estimate tfréumarket and operating conditions. The net dagryalue of assets not recoverable is reducedito f
value. Our management periodically reviews theyiragrvalue of our long-lived assets and this reviewased upon our projections of anticipated
future cash flows.

In determining whether any impairment charges weessary for the property, plant and equipmenbémer assets as of December 31, 2008,
we have assumed that the semiconductor industhe@ritinue to experience market weakness for thxé tme years. Based upon our assumption o
market condition in the semiconductor industry and other assumptions in our internal budget, liergurpose of determining whether any
impairment charges are necessary as of Decemb@088, we estimate that our discounted future #asls are smaller than our other property, plant
and equipment and other assets. This indicatedtibae long-lived assets may be impaired. If ourecu estimates of future cash flows had decreased,
those cash flows would have been less than thetezpamount of long-lived assets, and we would hmseen required to recognize additional
impairment loss that would have significantly iresed our net loss before taxes.

Under US GAAP, an impairment loss is recognizedmihe carrying amount of an asset or a group atass not recoverable from the expet
future cash flows and the impairment loss is meatas the difference between the fair value andadhging amount of the asset or group of assets.
The impairment loss is recorded in earnings andaipe reversed subsequently. Ldivgd assets (excluding goodwill) held and usedhgyCompan
are reviewed for impairment whenever events or gharin circumstances indicate that the carryinguarmof an asset may not be recoverable.

Based on the assessment of our management, in @@0&cognized NT$220 million (US$7 million) and $603 million (US$49 million) of
impairment loss for long-term investments and otbeg-lived assets under ROC GAAP and US GAAP,eetpely.

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

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, and effectivdamuary 1, 2005 under ROC GAAP, we assess therimeai of goodwill on an annual basis, or
more frequently whenever triggering events or clearig circumstances indicated that goodwill maynygaired and its carrying value may not be
recoverable. Moreover, effective on January 1, 2606dwill is no longer amortizable under ROC GAMARctors we consider important which could
trigger an impairment review include, without liation, the following:

. a significant decline in our stock price for a sirs¢d period; an

. a significant decline in our market capitalizatiefative to net book valu

Application of the goodwill impairment test is higlsubjective and requires significant judgmentliiing the identification of cash generating
units, assigning assets and liabilities to theviaahé cash generating units, assigning goodwilhrelevant cash generating units, and determihiag

fair value of the relevant cash generating unitsdé&f ROC GAAP, the fair value of the cash genegatinits is compared to the associated carrying
value including goodwill, while under US GAAP, tfar value of the reporting units is compared te #ssociated carrying value including goodwill.

Under ROC GAAP, goodwill recorded from the acqugsitof ChipMOS Taiwan and ThaiLin is evaluated ifopairment on an annual basis.
Based on our most recent evaluation, the fair veseulated by using the discounted future cashlwas lower than
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the associated carrying value. According to manageis analysis incorporing the declining marketitdjzation in 2008, as well as the significant
market deterioration and economic uncertaintiesaictipng expected future demand management concthdéthe entire goodwill balance of NT$917
million (US$28 million) was impaired, we recognizadhon-cash impairment charge of approximately N'7$@illion (US$28 million) for the year
ended December 31, 2008 to write-off the entireyoag value of goodwill.

Under US GAAP, the measurement of impairment ofdgalth consists of two steps. In the first step, fag value of the reporting unit is
compared to its carrying value. In connection itk preparation of the financial statements forys ended December 31, 2008, management mad
a determination of the fair value of the two repwtunits. Fair value is determined using a comtimmeof an income approach, which estimate fair
value based upon future revenue, expenses andloashdiscounted to their present value, and a etaspproach, which estimates fair value using
market multiples to various financial measures careg to a set of comparable public companies liste@aiwan Stock Exchange. Management
concluded the estimated fair values of the repgntinits were less than their net book value. Acoglgl, the guidance in US Statement of Financial
Accounting Standards (“SFAS”) No. 142 requires eosé step to determine the implied fair value & @ompany’s goodwill, and to compare it to the
carrying value of the Company’s goodwill is adopt8dcond step includes valuing all of the tang#rid intangible assets and liabilities of the
reporting unit as if it had been acquired in a bess combination, including valuing all of its inggble assets even if they were not currently réedr
to determine the implied fair value of goodwill. &l on management’s analysis incorporating therdegimarket capitalization in 2008, as well as
the significant market deterioration and econommicautainties impacting expected future demand, gamant concluded that the entire goodwiill
balance of NT$969 million (US$ 30 million) was inieal.

Convertible Notes

Under US GAAP, we are required to account for ivaversion option in the 2004 notes and the 2006snas derivative liabilities in accordance
with SFAS No. 133 “Accounting For Derivative Instnents And Hedging Activities” and Emerging Interpteon Task Force (“EITF”) Issue No. 00-
19 “Accounting For Derivative Financial Instrumeitslexed To And Potentially Settled In A Compan@wn Stock”. The discount attributable to the
issuance date aggregate fair value of the convergtion, totaling NT$1,199 million, is amortizeding the effective interest method over the terfr
the 2004 notes and the 2006 notes.

The change in fair value on revaluation of the etaleel derivative liabilities represents the differeetween the fair value of the embedded
derivative liabilities at the beginning of the refiog period and their fair value at the end of teporting period. We are required to record thenge
in fair value as a loss or gain on embedded dévizvdiibilities in determining our net income und#® GAAP. As of December 31, 2008, the fair vi
of the embedded derivative liabilities was nil.

The fair value of the embedded derivative is detieeh using an option pricing model, which requinego make various assumptions, including
among others, the expected volatility of our stoekr the life of the option, market interest ratsdit spread and the expected life of the opfilon.
determining these input assumptions, we considgotical trends and other relevant factors whicly sfzange from period to period. Because the
option pricing model is sensitive to change initiput assumptions, different determinations ofréguired inputs may result in different fair value
estimates of the options.

Under ROC GAAP, we are required to bifurcate amghsstely account for embedded put and call op@atuires contained in our convertible
notes issued after 2005 in accordance with SFAS3MdFinancial Instruments: Recognition and Measwest”. We issued the 2006 notes in
September 2006 and carried the embedded put anaptiain features of the 2006 notes on the balaheet at fair value with gains and losses refle
in our earnings. For more information, see NotdsaR8 26i to our consolidated financial statemeotstained in this Annual Report on Form 20-F.
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Share-Based Compensation

Under US GAAP, we are required to account for supleyee share option plans under the fair-valuedasethod and to recognize shhesec
compensation arrangements as expenses in the ictaiedIstatements of operations, in accordance SRS No. 123(R) “Share-Based Payments”,
which became effective for the first interim perieeginning after December 15, 2005. The determanaif the fair value of our share options on the
date of grant under the Black Scholes Option Pgiditodel is affected by the price of our common skand assumptions of a number of variables,
including the risk-free interest rate, the expedifedof the options, the estimated fair value af stommon shares and the expected price volatifity
our common shares over the term of the option2008, the share-based compensation expense amaamd$287 million (US$9 million), which
was taken into account when determining our neirime and shareholders’ equity under US GAAP foryier ended December 31, 2008.

Prior to adopting SFAS No. 123(R), share-based emsgtion arrangements were accounted for underuitiog Principles Board Opinion
No. 25, which utilized an intrinsic value approachiecognizing compensation expense. Under ROC GAwdPprior to January 1, 2008, we accoul
for our share-based compensation arrangements thrlentrinsic value method. Commencing Janua®008, we adopted ROC SFAS No. 39 “Share-
based Payment”. After the adoption of SFAS No.d28,shareébased compensation has been measured at theltsrofahe options at grant date us
an option valuation model. For more informatiore Siotes 2, 25m and 26h to our consolidated findstédements contained in this Annual Report on
Form 20-F.

Senior Management’s Discussion with the Audit Conitee

Our management has discussed the critical accauptficies described above with the audit committeeur board of directors and the audit
committee has reviewed our disclosure relatindnéoctritical accounting policies in this section.

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, see “Item 3 yKeformation—Risks Factors—Risks Relating to OwsBess—Fluctuations in exchange rate could
result in foreign exchange losses” and “Item 3, Kdprmation—Risks Factors—Risks Relating to Coigastin Which We Conduct Operations”.

Liquidity and Capital Resources

Since our inception, we have funded our operatéiontsgrowth primarily through the issuance of equatynixture of short- and long-term loans
and cash flow from operations. As of December 8082 our primary sources of liquidity were cash aash equivalents (excluding restricted cash
cash equivalents) of NT$6,652 million (US$203 roifl), short-term loans of NT$6,802 million (US$208lion) available to us in undrawn facilities,
which have expired or will expire before 2009, dmng-term loans of NT$5,475 million (US$167 millipavailable to us in undrawn facilities, which
have expired or will expire before December 2013.

As a result of the industry downturn, we incurrddss of NT$7,270 million (US$222 million) for thyear ended December 31, 2008, and ha
current liabilities of NT$227 million (US$7 milligras of December 31, 2008, that raise substargiabidabout our ability to continue as a going
concern. To meet our liquidity, capital spending ather capital needs, our plans include takintgpaesteps discussed below:

. negotiation with bank creditors for the extensiémepayment terms of bank loar

. negotiation with the holders of our convertibleemtue 2009 for extension of repayment date amusting our convertible notes due
2009;

. raising new investment capital, either in the fahequity or loans; an
. reorganization of our business
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ChipMOS Taiwan requested and received from its lwaaditors loan repayment extensions and modificatof certain terms on its loans due
from 2009 to 2013. Key extended repayment termscanditions include: agreement by ChipMOS Taiwasdbaside NT$50 million per month with
Bank of Taiwan for repayment of bank loans; agregrbg all the banks that have loans due from Chi@vidiwan in 2009 to 2013, to not unilater:
foreclose and seize any machinery, property or siepof ChipMOS Taiwan; and agreement by these H&mkvaive any penalties that might have to
be imposed on the Company in case of breach uhdeariginal loan agreements. This loan repaymemdule is further discussed under Note 22a to
our consolidated financial statements containgflimAnnual Report on Form 20-F. Although there bamo assurances that as a result of this loan
repayment schedule extension we will eventuallgimatprofitable operations or will have sufficierguidity to finance our ongoing obligations and
operations, we believe that this extension sigaifity improves our cash position and reduces oucuneent liabilities.

In negotiations with our bank creditors we haveuesged a waiver relating to any potential covehasaches under a syndicated loan facility
agreement with Standard Chartered Bank (Hong Kbirgited as agent and a related guarantee agreethardefault occurs under these agreements,
at the request of a majority of the facility lenslethe entire outstanding facility balance coulddme immediately due and payable. We have provided
written notice to the indenture trustee for ourstariding convertible notes due 2009 and 2011, céispdy/, about the nature of these negotiations and
our waiver request. Under the indenture for thestes) an event of default would occur if our repapirobligations under the facility acceleratehd t
indenture trustee or holders of at least 25% irreggfe principal amount of these notes deliverceati this potential default and if this defaulhist
cured within 30 days after notice. We have appredaur equipment lessor and holders of our corblertiotes due 2009 with a view to renegotiate
the respective transaction terms including, witHooitation, by extension of repayment terms arntteotrestructuring of our obligations. There can be
no assurances that the waiver will be obtainethatr dur negotiations with our creditors will sucddxy resulting in these transaction term
modifications. Even if the waiver is obtained ahd tegotiations with our creditors are succes#fere can be no assurances that as a result we will
eventually attain profitable operations or will leasufficient liquidity to finance our ongoing okdiions and operations. We believe, however, that if
obtained, the waiver of any potential covenant tineend the negotiations with our creditors are sssful, will be significant additional steps toward
accomplishing our plans to address going conceks ri

Our plans with respect to addressing these madtei steps that we have taken and plan to takenergee additional working capital and to save
cash are further discussed under Notes 2 and 23ar toonsolidated financial statements containglimiAnnual Report on Form 20-F. There can be
no assurances that we will be able to successdalipmplish these plans. Even if we successfullpmaptish these plans there can be no assurances
that we will eventually attain profitable operatsoor will have sufficient liquidity to finance oongoing obligations and operations in order to icore
as a going concern. We believe, however, that ctinres to generate additional working capital amddve cash as called for by these plans are
significant steps toward achieving our objectiveasfucing going concern risks.

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

Year ended December 31

2006 2007 2008 2008
NT$ NT$ NTS Us$
(in millions)
Net cash provided by (used ii
Operating activitie! $ 7,316.¢ $ 10,882.¢ $5,164.: $157.¢
Investing activities (14,988.) (12,212.) (2,296.9 (70.7)
Financing activitiet 8,947.¢ 528.1 (1,395.9) (42.¢)
Effect of exchange rate changes on ¢ 12.€ 38.€ 46.3 14
Net increase (decrease) in ci $ 1,288 $ (762 $1,518.: $ 46.2
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Net Cash Provided by Operating Activities

Net cash provided by operating activities totaléit$hb, 164 million (US$158 million) in 2008, comparedNT$10,883 million in 2007. The
decrease in net cash provided by operating aesvitias primarily due to a net loss of NT$7,270iaml(US$222 million) in 2008, compared to net
income of NT$2,219 million in 2007. Allowance fooubtful receivables increased to NT$2,292 millick$70 million) in 2008 from NT$130 million
in 2007. This increase was primarily due to theedetating financial condition of key customersaa®sult of the downturn in general economic
conditions in 2008. The decrease in net cash peoMiy operating activities was also due to an as®en impairment loss on property, plant and
equipment of NT$1,599 million (US$49 million) in @8, compared to nil in 2007. The increase in impaint loss on property, plant and equipment
was primarily the result of the decline in salesastting and assembly semiconductors which causedre@ase in cash inflows from the use of the
related machinery and resulted in the recoverableuat of certain equipment being lower than theydag value.

Net cash provided by operating activities total&hl0,883 million in 2007, compared to NT$7,316 roillin 2006. The increase in net cash
provided by operating activities primarily refledta decrease in financial assets held at fair vilkgigh profit and loss and an increase in deptieci
expenses, which were partially offset by a decr@asginority interests. The decrease in financgsdeis held at fair value through profit and loss wa
NT$1,289 million in 2007, compared to an increaséiriancial assets held at fair value through prafid loss of NT$1,743 million in 2006. T
decrease in financial assets held at fair valugutlin profit and loss in 2007 primarily resultednfra decrease in our holding of investment funds, as
well as a decrease in the value of such holdingpréxiation expenses increased to NT$6,719 milfic2007 from NT$5,489 million in 2006,
primarily the result of additional equipment acediin connection with our capacity expansion. Mityonterests were NT$720 million in 2007
compared to NT$1,799 million in 2006, mainly becaa@hipMOS Taiwan became our whotiyvned subsidiary in 2007 as a result of the coriguief
our share purchase and subscription transactidn®hiipMOS Taiwan and Siliconware Precision andghare exchange transaction with ChipMOS
Taiwan.

Net Cash Used in Investing Activities

Net cash used in investing activities totaled NB9Z, million (US$70 million) in 2008, compared to $il2,212 million in 2007. The decrease in
net cash used in investing activities was primatily result of a decrease in capital expenditi@apital expenditures were NT$2,391 million (US$73
million) in 2008, compared to NT$6,633 million i@@7. We incurred significantly higher capital exgigares in 2007 primarily due to the capacity
expansion for our agreement with Spansion. Casimpats incurred in connection with acquisitionsubsidiaries, which were nil in 2008 compared
to NT$5,305 million in 2007, related primarily tarmacquisition of Siliconware Precision’s share€bfpMOS Taiwan in March 2007 and our
exchange transaction with ChipMOS Taiwan on Sepégrtid, 2007.

Net cash used in investing activities totaled NT,812 million in 2007, compared to NT$14,988 millimn2006. The decrease in net cash usi
investing activities was primarily the result oflecrease in capital expenditures, which was phridéiset by an increase in cash payments incumed
connection with acquisitions of subsidiaries. Calptxpenditures were NT$6,633 million in 2007, camgal to NT$15,190 million in 2006. We
incurred significantly higher capital expenditune2006 primarily due to the capacity expansiondor agreement with Spansion. Cash payments
incurred in connection with acquisitions of subaités, which were NT$5,305 million in 2007 compateahil in 2006, related primarily to our
acquisition of Siliconware Precision’s shares ofpBtOS Taiwan in March 2007 and our share excharayesaiction with ChipMOS Taiwan on
September 14, 2007. See “ltem 4. Information onGbmpany — Our Structure and History”.
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Net Cash Used in and Provided by Financing Actiesi

Net cash used in financing activities totaled NB®5, million (US$43 million) in 2008, compared tat wash provided by financing activities
NT$528 million in 2007. The increase in net casbdis financing activities was primarily the resofta decrease in convertible notes. Paymen
convertible notes were NT$3,498 million (US$107limil) in 2008, compared to NT$244 million in 20@fimarily due to the buy back of convertible
notes in 2008. The increase in net cash usedamding activities was also partially offset by aorease in proceeds from bank loan of NT$1,788
million (US$55 million) in 2008, compared to NT$3@8llion in 2007.

Net cash provided by financing activities totalef#828 million in 2007, compared to NT$8,948 millitn2006. Net cash provided by financ
activities reflected the proceeds from new longntésans of NT$172 million in 2007, compared to pineceeds from long-term loans of NT$6,279
million in 2006. In addition, net cash providedfinancing activities in 2006 was significantly higgtpartly due to the proceeds from the issuance of
the 2006 notes of NT$3,191 million.

Capital Resources

Capital expenditures in 2006 were funded by NT$8 Billion in cash flows from operating activitiesdANT$8,948 million in cash flows from
financing activities, including proceeds from lotegm debt facilities and the issuance of the 20ft@s Capital expenditures in 2007 were funded by
NT$10,883 million in cash flows from operating adies and NT$528 million in cash flows from finang activities, mainly comprising new ba
borrowings. Capital expenditures in 2008 were fuahblg NT$5,164 million (US$158 million) in cash fleWrom operations.

We anticipate facing significantly reduced casbsthfrom operating activities and from financing\aties in 2009. We incurred a loss of
NT$7,270 million (US$222 million) for the year emtlBecember 31, 2008, and had net current liaksliseNT$227 million (US$7 million) as ¢
December 31, 2008, that raised substantial doulattadur ability to continue as a going concern.

Our plans with respect to generating additionalkiviy capital and to saving cash are further disedssder “—Liquidity and Capital
Resources” and Notes 2 and 22a to our consolidatadcial statements contained in this Annual ReporForm 20-F. We believe, however, that our
actions to generate additional working capital amsave cash as called for by these plans arefis@gmii Steps toward achieving our objective of
reducing going concern risks.

As of December 31, 2008, we had long-term loari$T#$14,362 million (US$438 million) (including cumeportions of such long-term loans of
NT$4,604 million (US$140 million)). As of Decemb@t, 2008, NT$8,481 million (US$259 million) of olmng-term loans were collateralized by
equipment, NT$2,075 million (US$63 million) werellateralized by land and buildings (including lamse rights) and NT$10 million (US$296
thousand) were collateralized by time depositso@flong-term loans, in the aggregate:

. NT$11,308 million (US$345 million) were floatingtealoans with a rate between 2.37% and 4% as oéber 31, 2008 repayat
quarterly, sen-annually or totally until December 201

. NT$135 million (US$4 million) were fixed rate loamsth a rate between 1% and 4.69% as of Decemhe2(®BI8 repayable quarterly ur
April 2010; anc

. US$89 million (NT$2,919 million) were floating rakeans with a rate between 2.63% and 5.175% asoé@ber 31, 2008 repayable
quarterly, or totally until August 201

Other than the NT$10 million 1% fixed rate induaitriesearch and development advancement loar, @lir@utstanding long-term loans as of
December 31, 2008 were drawdowns under various loams and syndicated loan facilities. As of Decengi, 2008, we had entered into the
following syndicated loan facilities:

. On March 21, 2003, we obtained a syndicated loailitiain the amount of NT$1,000 million. This lodacility is
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separated into two parts with its respective tefrseven years and five years. This loan facilitggsured by ThailLin's facilities and the
testing equipment at Chupei. As of December 318200s loan facility was fully drawr

. On July 27, 2004, we obtained a syndicated loatfitiam the amount of NT$1,000 million for a terof five years. This loan facility is
secured by our facilities at the Southern Taiwaiei8® Park and our testing and assembly equiproeatdd within our facilities at
Chupei, the Hsinchu Science Park and the Southaismah Science Park. As of December 31, 2008, tlais facility was fully drawn

. On June 7, 2005, we obtained a syndicated loalitfaici the amount of NT$1,000 million for a ternfifour years. This loan facility i
secured by our facilities at the Hsinchu Scienad.Pes of December 31, 2008, this loan facility viakly drawn.

. In January 2006, we obtained a syndicated loafitfaiiom banks in Taiwan in the amount of NT$6,00@lion for a term of five years
This loan facility is secured by our facilitiesthe Hsinchu Science Park and our testing and adgemgbipment located within our
facilities at Chupei, the Hsinchu Science Park #iedSouthern Taiwan Science Park. As of Decembge2®18, this loan facility was fully
drawn.

. In February 2006, we obtained a syndicated loaifitiafrom banks in Taiwan in the amount of NT$3(illion for a term of six years.
This loan facility is secured by ThailLin’s facié at Chupei. As of December 31, 2008, NT$1,428ami{US$43 million) was drawn
under this loan facility

. In June 2007, we obtained a syndicated loan fadiiitm banks in Taiwan in the amount of NT$6,000iom for a term of five years. Th
loan facility is secured by our facilities at theuthern Taiwan Science Park and equipment locatgvour facilities at Chupei, the
Hsinchu Science Park and the Southern Taiwan SeiPadk. As of December 31, 2008, NT$2,100 millio®s$64 million) was drawn
under this loan facility

. In July 2008, we obtained a syndicated loan facilibom banks in Taiwan in the amount of US$74.5ioml (NT$2,444 million) for a term
of three years. This loan facility is guaranteeddhypMOS Taiwan. As of December 31, 2008, this Ituility was fully drawn.

On November 3, 2004, ChipMOS Bermuda issued US$8®min aggregate principal amount of the 2004a% which bear interest at
1.75% per annum, and on September 29, 2006, ChipB&@uda issued US$100 million in aggregate priacipnount of the 2006 notes, which bear
interest at 3.375% per annum. The noteholders rmayest the 2004 notes and the 2006 notes into @unwn shares at the conversion price of
US$6.28 per share (adjusted down from the inibaersion price of US$7.85 per share) and US$6e85Ipare, respectively, subject to certain
adjustments. In December 2004, we repurchasedam®tled approximately US$1 million of the 2004etin October 2006, we made an induced
conversion offer to the holders of the 2004 notgsyeant to which we offered to each holder, asritige for such holder to convert its 2004 notes, a
cash payment equal to 7% of the principal amouhh®®2004 notes. Pursuant to the offer, noteholclemserted approximately US$7 million in
aggregate principal amount of the 2004 notes irt@4,649 common shares and received an aggregdteonsideration of approximately US$490
thousand. On November 3, 2006, we repurchased dppately US$6 million in aggregate principal amoofithe 2004 notes pursuant to the
noteholders’ put option under the indenture. Thajlour 42.9% owned consolidated subsidiary, pumthapproximately US$7 million and US$2
million in aggregate principal amount of the 20@as, on November 9, 2007 and December 2, 2008ectsgely. During 2008, we repurchased the
2004 notes in aggregate principal amount of appnately US$2 million, US$11 million and US$2 millimm August 29, September 9, and
December 2 respectively. On November 29, 2007 epanchased approximately US$1 million in aggreg@aitecipal amount of the 2006 notes. On
May 23, June 2, June 13, June 17 and June 30, 8@0&purchased the 2006 notes US$1 million, USHBHmM US$9 million, US$1 million and
US$2 million, respectively. On September 29, 2008 repurchased aggregate principal amount of appeigly US$79 million, pursuant to the put
option offered under the indenture. As of March 3109, we had US$56 million aggregate principal ami@f the 2004 notes outstanding (including
the US$9 million aggregate principal amount heldTbgiLin), and US$2 million aggregate principal ambof the 2006 notes outstanding. We have
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approached holders of our 2004 notes with a vieretegotiate the repayment date or restructurim@004 notes. See “ltem 3, Key Information—
Risk Factors—Risks Relating to Economic Conditiand the Financial Markets”. For a discussion ofabeounting for the conversion feature of the
convertible notes under US GAAP, see “— Criticabfenting Policies—Convertible Notes” and “— US GARRconciliation”.

In addition, if certain fundamental changes octhe, noteholders have the right to require us tchmse the 2004 notes and the 2006 notes at a
repurchase price equal to 100% of the principalarhplus any accrued and unpaid interest on thogesno, but excluding, the repurchase date.
Generally, a “fundamental change” will be deemetdwe occurred if:

. any*“persol” other than us and our subsidiaries is or beconeebeheficial owner of more than 50% of our commierss;

. during any period of two consecutive years, indirils who at the beginning of such period constitatier board of directors cease for ¢
reason to constitute a majority of our board oédiors then in office

. the termination of trading of our common shares
. certain mergers or consolidation involving us @ #ale of all or substantially all of our ass
The noteholders’ right to require us to repurchthee2004 notes and the 2006 notes upon the ocoeradra fundamental change is subject to a

number of exceptions, including a trading pricesption pursuant to which the repurchase right moll be exercisable if the trading price of our
common shares exceeds a certain percentage abniersion price.

The conversion prices of the 2004 notes and thé P0Ces are subject to customary anti-dilution sitjients upon the occurrence of certain
events, including the declaration of stock dividend our common shares and the repurchase of aunoa shares for consideration in excess of the
market price.

Certain of our loan agreements and indentures tootwenants that, if violated, could result in ti#igations under these agreements becoming
due prior to the originally scheduled maturity dafEhese covenants include financial covenantsréuptire 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 ets3 ratio below 1.5:1

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

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

As of December 31, 2008, ChipMOS Bermuda and Thaitére in compliance with the financial ratio regmnents under the syndicated bank
loans facility agreements. Pursuant to a bank twedimeeting hosted by Bank of Taiwan on Febru&n2009, ChipMOS Taiwan was waived from
compliance of the financial ratio requirements BBecember 31, 2008. See Note 22a to our conselidftancial statements contained in this Annual

Report on Form 20-F for extension of loan repaynagnt Company’s future minimum principal paymentdenthe short and long-term bank loans as
of December 31, 2008 when definitive agreements weispective bank creditors are executed.

In addition, a substantial portion of our shorfteand long-term borrowings may be subject to regaytrmpon a material deterioration of our
financial condition, results of operations or ohility to perform under the loan agreements.
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Set forth below are the maturities of our long-tdramk loans outstanding as of December 31, 2008:

As of
December 31, 2008
NT$ us$
(in millions)
During 200¢ $ 4,60¢ $14C
During 201C 4,47¢ 13€
During 2011 4,12¢ 12€
During 2012 974 30
During 2013 and onwarc 18t 6

$14,36: $43¢€

As of December 31, 2008, certain of our land arittings (including land use rights) and machineithvan aggregate net book value of
NT$3,620 million (US$111 million) and NT$10,594 fich (US$323 million), respectively, and time deg®# the aggregate amount of NT¢
million (US$366 thousand) were pledged as colldiaraonnection with our long-term borrowings. Apgimately 60% of our net property, plant and
equipment in terms of book value was pledged dateohl for our long-term loans.

Our unused credit lines for short-term loans, aBefember 31, 2008, totaled NT$6,802 million (US$&dllion), which have expired or will
expire before 2009. As of December 31, 2008, weavailable undrawn long-term credit facilities fotg NT$5,475 million (US$167 million).

As of December 31, 2008, we had credit loans fgrarts of machinery in the total amount of NT$23limil (US$1 million), which are due
between May 2009 and June 2009. We also had a&nortcredit loan for importing raw materials arggiipment in the total amount of NT$263
million (US$8 million), which is due between May@dand June 2009, and short-term working capitai o the total amount of NT$2,459 million
(US$75 million), which was due or will be due bytGlmer 2009.

Should the negotiation with our creditors be sustéswe believe our current cash and cash equitgleash flow from operations and available
credit facilities will be sufficient to meet ourmigal spending and other capital needs througletfieof June 2010. See “ltem 3. Key InformatidRisk
Factors—Risks Relating to Our Business—Our sigaiftamount of indebtedness and interest expenkémitlour cash flow and could adversely
affect our operations”. There can be no assuraegarding these matters, however, considering gregajlobal economic conditions which continue
to have a negative impact on our ability to acalyafiorecast our revenues, results of operatiodscash position.

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

Trend Information
See the discussion under “Item 4. Information en@ompany—Industry Background” and “ltem 4. Infotioa on the Company—
Competition”.

Off-Balance Sheet Arrangements
As of December 31, 2008, we had no off-balancetsdmeangements.
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US GAAP Reconciliation

Our consolidated financial statements are preparadcordance with ROC GAAP, which differs in cartenaterial respects from US GAAP.
The following table sets forth a comparison of nat income, total assets and shareholders’ equitagéordance with ROC GAAP and US GAAP for
the periods indicated:

Year ended as of December 3.

2006 2007 2008 2008
NT$ NT$ NT$ US$
(in millions)
Net income (loss) in accordance wi
ROC GAAP $ 21210 $ 2219 $(7,270.) $ (2219
US GAAP 1,253.: 2,901. (7,177.) (219.7)
Total assets in accordance wi
ROC GAAP 46,011.¢ 45,316.: 35,441.1 1,081.¢
US GAAP 45,976.: 45,266.( 35,157.( 1,073.:
Shareholder equity (including minority interests) in accordarvegh:
ROC GAAP 22,884. 22,248.: 14,5424 443.¢
US GAAP 21,430. 21,650.! 14,154.: 432.1

Note 25 to our consolidated financial statementgaioed in this Annual Report on Form 20-F desaritbe principal differences between ROC
GAAP and US GAAP as they relate to us, and a rdtiatiecn to US GAAP of certain items, including natome and shareholdeexjuity. Difference
between ROC GAAP and US GAAP which have an effaabar net income as reported under ROC GAAP rétgtamong other things, accrual for
bonuses to employees, directors and supervisase4fased compensation and accounting for our ctibleenotes.

Under SFAS No. 123(R) “Share-Based Payment” adopyettie Financial Accounting Standards Board amdf 3tccounting Bulletin 107
“Share-Based Payment” by the SEC, share-based cwatien transactions are generally required tockeunted for using a fair-value-based method
and recognized as expenses in the consolidaterhstats of operations. The standards became efiddtithe first interim period beginning after
December 15, 2005. For more information, see “—ti¢ai Accounting Policies—Share-Based Compensatand Notes 25m and 26h to our
consolidated financial statements contained inAfnisual Report on Form 20-F.

Under SFAS No. 133 “Accounting For Derivative Instrents And Hedging Activities” and EITF Issue NO-10 “Accounting For Derivative
Financial Instruments Indexed To And Potentiallyti8d In A Company’s Own Stock,” we are requiredifurcate and separately account for the
conversion feature of our convertible notes as eliée derivatives contained in the convertible ndtesler US GAAP, we are required to carry these
embedded derivatives on our balance sheet atdaievand changes in fair values of these embedeliatives are reflected in the consolidated
statement of operations. The change in fair vabuembedded derivative liabilities for the conversfeature for the year ended December 31, 2008
under US GAAP was NT$204 million (US$6 million) atiek resulting net loss for the year ended Decer@beP008 under US GAAP was
approximately NT$7,178 million (US$219 million). Fmore information, see Notes 25| and 26i to oursctidated financial statements contained in
this Annual Report on Form 20-F.
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Non-GAAP Financial Information Derived from US GAAP Measures

To supplement our consolidated income statemenh&oyear ended December 31, 2008 on a ROC GAAB, lms management uses a non-
GAAP measure of net loss, which is net loss pursttadS GAAP adjusted to exclude two non-cash itesfisrred to as special items. The two non-
cash items excluded are changes in the fair vdltleecembedded derivative liabilities and amortmabf discount on convertible notes. These items
are considered by the management to be outsiderafove operating results. For example, changéseifiair value of the embedded derivative
liabilities relate heavily to the price of our coamy’s common shares, interest rate and volatgiliyof which are difficult to predict and outsidétbe
control of our management.

For these reasons, our management uses non-GAABtedjmeasures of net income and non-GAAP net inquen share, both derived from
US GAAP measures to evaluate the performance ofangr businesses and to estimate future core peafore. In addition, this information facilitates
our management’s internal comparisons to our higboperating results as well as to the operatésglts of our competitors.

Our management finds these supplemental non-GAA&sures to be useful, and believes these non-GAA#sunes are useful to investors in
enabling them to perform additional analyses of,gaesent and future operating performance aradsagpplemental means to evaluate our core
operating results. However, readers are remindetchtbn-GAAP numbers are merely a supplement topahd replacement for, ROC GAAP or
US GAAP financial measures. They should be reamitjunction with ROC GAAP and US GAAP financial regees. It should be noted as well that
our non-GAAP information may be different from then-GAAP information provided by other companies.

The following table sets forth, for the year endaEtember 31, 2008, reconciliation of US GAAP nseslto non-GAAP net loss:

Year ended December 31

2008
NTS$ US$
(in millions, except for per share data)

US GAAP Net Loss (Basicj" $ (7,177.) $ (2199
Special Items (in Nc-Operating Income (Expenses), N

Changes in the fair value of the embedded derigdiabilities® (191.9) (5.8

Amortization of discount on convertible not&s 277.1 8.4
Total Special Item 85.7 2.6
Non-GAAP Adjusted Net Loss (Basi $ (7,092.0 $ (216.5
US GAAP Net Loss Per Share (Bas $ (85.5€6) $ (2.61)

Adjustment for special iterr 1.0z 0.0
Non-GAAP Net Loss Per Share (Bas $ (84.54) $ (2.5¢)
US GAAP Net Loss Per Share (Dilute $ (85.5€) $ (2.67)

Adjustment for special iterr 1.02 0.0%
Non-GAAP Net Loss Per Share (Dilute $ (84.54) $ (2.5¢)

(1) Reflects the US GAAP adjustments as described te 6 of the notes to the consolidated financateshents contained in this Annual Report on For-F.

(2) The management of our company believes exajudan-cash special item for the changes in thevtdire of the embedded derivative liabilities frdsmnon-GAAP financial measure of net
income is useful for itself and investors as suaim gloes not have any impact on cash availabletea@ampany

(3) The management of our company believes exaudan-cash amortization expense of discount onexifve notes from its non-GAAP financial measuf@et income is useful for itself and
investors as such expense does not have any impaetsh available to our compa
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Taxation

ChipMOS Taiwan was granted a Republic of Chinainedax exemption for a period of four years on ineattributable to the expansion of its
production capacity as a result of purchases of egwipment funded by capital increases in 199893l 2000. The tax exemption relating to the
expansion of production capacity in 1998 and 1948red on December 31, 2002. The tax exemptioningldo the expansion of production capacity
in 2000 expired on December 31, 2005. The tax exiempelating to the expansion of production cafyaiti 2001 expired on December 31, 2008, and
has resulted in tax savings for ChipMOS Taiwanpgraximately NT$235 million in 2006 and NT$135 naith in 2007.

ChipMOS Taiwan is also entitled to other tax indezg generally available to Taiwan companies utldeiROC Statute of Upgrading Industries,
including tax credits of 30% for certain researold development and employee training expenses {fahe, amount of expenditure exceeds the
average amount of expenditure for the precedingy®wars, 50% of the excess amount may be credi@dstgax payable) and from 5% to 7% for
certain investments in automated equipment anchit@oby. These tax credits must be utilized withuefyears from the date on which they were
earned. In addition, except for the last year effthe-year period, the aggregate tax reductiomftbese tax credits for any year cannot exceed &0%
that year’s income tax liability. In 2006, 2007 &2@D8, tax credits resulted in tax savings for GHQS Taiwan of approximately NT$295 million,
NT$623 million and NT$161 million (US$5 million)espectively

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 equipment funded pitalancrease in 2002, which will expire on DeceanB1, 2009. It has resulted in tax savings for
ThaiLin of approximately NT$30 million in 2006, apimately NT$25 million in 2007 and NT$153 thoudgyS$5 thousand) in 2008.

Thailin is also entitled to other tax incentivesmigerlly available to Taiwan companies under the RBdtute of Upgrading Industries, including
tax credits of 5% to 7% for certain investmentuncenated equipment and technology. These tax sredist be utilized within five years from the ¢
on which they were earned. In addition, exceptlierlast year of the five-year period, the aggregax reduction from these tax credits for any year
cannot exceed 50% of such yearicome tax liability. In 2006, 2007 and 2008, tagdits resulted in tax savings for ThaiLin of eppmately NT$10]
million, NT$101 million and NT$5 million (US$153 dlusand), respectively.

Net income generated by ChipMOS Taiwan and Thadlfier January 1, 1998, which is not distributethia year following the year the income
was generated, is subject to income tax at theofat®%. If that net income is subsequently distiéol, the income tax previously paid on that income
is credited against the amount of withholding tayable by shareholders, who are not individuaksmities of the Republic of China (for taxation
purposes), in connection with the distribution.

The ROC government enacted the ROC Alternative fdlimh Tax Act (“AMT Act”) that became effective onnieary 1, 2006. The alternative
minimum tax (“AMT”) imposed under the AMT Act isaupplemental tax which is payable if the incomepayable pursuant to the ROC Income Tax
Act is below the minimum amount prescribed underAMT Act. The taxable income for calculating th®IA includes most income that is exempted
from income tax under various legislations, sucteasolidays and
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investment tax credits. The AMT rate for businestities is 10%. However, the AMT Act grandfathepedtain tax exemptions and tax credits granted
prior to the enactment of the AMT. The effectshadd AMT on the tax expenses of ChipMOS Taiwan anailih in 2008 were not significant.

In accordance with the relevant tax rules and @gris of the PRC, ChipMOS Shanghai is entitledrtancome tax exemption starting from the
first profit making year, with a full exemption dkable for the first two years and a 50% exempaeoailable for three additional years thereafter. As
the first profit-making year for ChipMOS Shangha&s2004, the profits made in the years 2004 an8 2@0e fully exempt, and the profits made in
the years 2006 through 2008 were subject to a B8%temption. Any tax losses can only be carrieddiod for five years.

Tabular Disclosure of Contractual Obligations and @mmercial Commitments
The following table summarizes our contractual gditions and commitments as of December 31, 2008 éoperiods indicated:

Payments Due by Perioc

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

Long-term debtV $17,089.¢ $ 6,867.42) $9,035.. $1,186.¢ —

Short-term loan§) 2,763.¢ 2,763.¢ — — —
Operating lease 2,527.¢ 1,565.¢ 819.¢ 40.4 102.C

Capital commitment 485.% 485.% — — —
Total contractual cash obligatio $22,866.. $11,682.: $9,854.7 $1,227.¢. $ 102.C

(1) Includes interest payments. Assumes level of releivaerest rates remains at December 31, 2008 fleraighout all relevant period
(2) Included potential obligation in connection witletR004 notes, which will be due on November 3, 2!

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

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

Our board of directors currently comprises ninecliors, eight of whom were elected by our sharedieldnd one of whom was appointed by
directors to fill a vacancy on our board. The numtfedirectors, which must not be less than threegneater than nine according to our bye-laws, is
set by our directors but so long as a quorum @otiars remains in office, casual vacancies on tieedomay be filled by the board. The quorum for a
meeting of the directors is set by the board aheérmtise is two in number. The chairman of the bésappointed from among the members of the
board.

There is no requirement under Bermuda law thatectlir be a shareholder.
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The following table sets out the names of our direcand executive officers, their positions witlhr company and their ages as of March 31,
2009. The business address for our directors aedutixe officers is No. 1, R&D Road 1, Hsinchu $cie Park, Hsinchu, Taiwan, Republic of China.

Name Age Position Term Expires
Shir-Jye Cheng 51 Chairman and Director/Chief Executive Offic 2011
Antonio R. Alvare:. 53 Independent Directc 2011
Chin-Shyh Ou 52 Independent Directc 2011
Hsinc-Ti Tuan 65 Director 2009
Yeonc-Her Wang 53 Independent Directc 2009
Shot-Kang Cher 48 Chief Financial Officer and Directt 2009
Pierre Laflamme 63 Deputy Chairman and Independent Direc 2010
Chac-Jung Tsa 55 Director 2010
Rong HsL 59 Independent Directc 2010
Adam Hsier 50 Acting President of ChipMOS Shangt —
Lafair Cho 47 President of ThailLit —
F.J. Tsa 51 Vice President, Business Operation Management € —
Steve Cheni 47 President of ChipMOS US, —
Joyce Chani 48  Vice President, LCDD Production Gro —
Michael Lee 44  Vice President, Wafer Sort Business L —
Ivan Hsu 43  Vice President, Memory Production Grg —
Jesse Huan 43 Vice President, Assembly Production Gr¢ —
David W. Wanc 61 Vice President, Research & Strategy DevelopmenteZ —

Shih-Jye Chenbas served as one of our directors and chief eixecofficer since our inception. He was our depehgirman from our inception
to May 2004 and became our chairman in May 2004h&tealso served as a director and president @\@DE Taiwan since 1997, the chairman of
ChipMOS Taiwan since June 2003, the chairman ofLiaince 2002. He was a director of Syntax-BaitliCorporation from November 2005 to June
2008, the chairman of ChipMOS Shanghai from 200utwe 2005, the chairman of Chantek from 2002 teeNter 2005, the chairman of ChipMOS
Logic from January 2004 to November 2005, the chair of Advanced Micro Chip Technology Co., Ltd.nfr@003 to April 2004 and a director of
Ultima Electronics Corp. from 2000 to June 2003.w#es a division head of the back-end operation of&fifrom 1992 to 1997. Mr. Cheng has a
master’s degree in business administration fronirdagValley State University. Mr. Cheng is currgniihder indictment of the Taipei District
Prosecutor’s Office for matters relating to theghase by ChipMOS Taiwan and ThaiLin of certain repase notes in 2004. Although Mr. Cheng was
found not guilty by the Taipei District Court on ©ber 1, 2007, the prosecutor appealed the Taijii€ Court’s decision on October 27, 2007. For
more information, please see “ltem 3. Key Informat-Risk Factors—Risks Relating to Our Business—aingoing criminal proceeding of and
adverse publicity associated with Mr. Shih-Jye Gheur Chairman and Chief Executive Officer, and Mung-Chiu Hu, our former director, could
have a material adverse effect on our businesgamse our stock price to decline”.
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Antonio R. Alvarehas served as one of our directors from July 2BB5Alvarez has been the president and chief exeswfficer, and a
director of Leadis Technology Inc. since Novemb@02 Since March 2006, he has been a member iotwel of directors of Validity Sensors Inc.
was senior vice president and general managereahgmory products division of Cypress SemiconduCtmporation from 1998 to July 2005, and
senior vice president of research and developmient 1991 to 2001. He holds master’s and bachettetgees in electrical engineering from Georgia
Institute of Technology, where he is a member efatvisory board of the Electrical Engineering Dapant. He is a member of the Institute for
Electrical and Electronic Engineers.

Chin-Shyh Ounhas served as one of our directors since Augus8.280 has served as a director of ChipMOS Taiwacesdune 2007. Mr. Ou
joined the National Chengchi University as an asge@rofessor in 1993 and then became professi89i. In 1998, he joined National Chung Ch
University as a professor and the chairman of tepddtment of Accounting. He led a project to essatthe executive MBA program and Graduate
Institute of Accounting and Information TechnologfyNational Chung Cheng University in 1999. Mr. Balds a master’s degree in Public Policy and
Management from Carnegie Mellon University, anchaDP degree in Business Administration (Accountifigin the University of Minnesota. Mr. Ou
holds several professional licenses and qualificatiincluding U.S. Certified Public Accountant @ettified Internal Auditor.

Hsing-Ti Tuanhas served as one of our directors since Augu€.2a0 Tuan currently is the executive vice presidegnd the deputy chairman
of ProMOS Technologies Inc. Mr. Tuan has served disector of ProMOS since 1997. He has been tésigent of Mosel Vitelic Corp., USA since
1994. He was the acting president of Mosel from &olser 2004 to December 2005 and previously sers¢ldeaexecutive vice president of their
research and development division. He was alswitteepresident of Mosel from 1992 to 1996. Mr. Twadsp serves as a director of Mosel and
SyncMOS Technology International. Mr. Tuan holdaaster’s degree in electrical engineering from 8&dte University and a bachelor’s degree in
electrical engineering from National Cheng Kung\gmsity in Taiwan.

Yeong-Her Wangas served as one of our directors since July 2684 member of the board of directors of ChipM@&van. He has been a
professor in the Department of Electrical Enginegiof National Cheng Kung University since 1992.ddeves as the vice president of National
Applied Research Laboratories since 2007. He wsaasath associate dean of the College of Enginebehgeen 1999 and 2003, chairman of the
Department of Electrical Engineering between 199# 199, associate director of the Department eftEital Engineering between 1993 and 1996
and director of the Electrical Factory, Collegeboigineering of National Cheng Kung University betwe 995 and 1996. Mr. Wang holds Ph.D.,
master’s and bachelor’'s degrees from National Clkanmgy University in Taiwan.

Shou-Kang Chehas served as one of our directors since June P¥0Bas served as our chief financial officer, Btaerelations officer and
head of the finance division of ChipMOS Taiwan si2002. He was the head of our strategy developdegdrtment from 2000 to 2001. He was the
department head of the quality lab of ChipMOS Tairam 1998 to 2000. Mr. Chen holds a bachelorgrde in mining and petroleum engineering
and a master of science degree and a Ph.D. degredlfe graduate school of mining, metallurgy araderial science of National Cheng Kung
University in Taiwan.

Pierre Laflammehas served as one of our directors since Febri@¥,2nd as our deputy chairman since June 2008e Suly 2003, he has
been engaged in international consultancy worksadsal participated in developing new residentialding concepts and projects. Since April 2007
has been the chairman of the board of Capital Bid-, (ticker BLF.V on the TSX Venture). As of Ma@@, he is a member of the Independent
Valuation Committee of Solidarity Fund, a CAD$6iflitn investment fund in Canada. He was the prexsicand chief operating officer of SGF Tech
Inc. from January 2000 to July 2003.
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Before that, he was the vice president of highnelgy investments of Société Générale de FinannetheQuébec from 1997 to 2000. He was the
senior vice president of Solidarity Fund from 1986997 and a deputy minister of the Quebec Prinréstér's Department from 1994 to 1996.
Mr. Laflamme holds a bachelor’s degree in Architeetfrom Université de Montréal.

Chao-Jung Tsdhas served as one of our directors since Noveniigt. Mr. Tsai was a director of ChipMOS Taiwan fréanuary 2001 to
December 2005, as a representative of Siliconwegeisfon, where he has been a director since J0@® 2nd served as a supervisor from June 2C
June 2005. He has also been a supervisor of PhBeedision Technology Co. Ltd. since June 2005hakealso been a supervisor of Phoenix
Technology Co., Ltd. since June 2005. He was ptesijopresident of Grand Cathay Securities Co., atdl assistant vice president of China Trust
Commercial Bank Co., Ltd. Mr. Tsai received histibgor’s degree in statistics from National ChengilWniversity and master’s degree in
management of technology from National Chiao Tumgveksity in Taiwan. He holds Taiwan CPA and CFéelises.

Rong Hsuvas appointed by our board of directors on Octdh@008 to fill the vacancy from Mr. Takaki Yamaslaésignation. He has servec
one of our directors from July 2005 to August 2088.has been the director of Corp. R&D, Delta Etauts since February 2009. He has been the
vice president of Spatial Photonics Inc. since Ma@6. He was a founder of eLCOS Microdisplay Tedbgw Group where he was the president from
April 2001 to December 2005, senior director ofragpiens at Aurora Systems Co. from 1999 to Mardb12@irector of manufacturing for micro-
display systems and testing at S-Vision Co. frofa6l® 1999, manager of manufacturing at nCHIP @onf1991 to 1996, research engineer at
Lawrence Livermore National Laboratory from 1988891 and senior engineer at Intel Corporation fi®82 to 1988. He has a doctorate degree in
material engineering from the University of Maryth@ master’s degree in material science from Brbowiversity and a bachelor’s degree in
mechanical engineering from National Taiwan Uniitgrdde is a founding member and senior advisaghefChinese American Semiconductor
Professional Association.

Adam Hsierhas served as the acting president of ChipMOS Stausgnce September 2006 and vice president sirlge2006. He was executive
vice president of Camtech Optronics Inc. from 2692006 and the director of the bumping operatiersitbn of He Jian Technology Inc. in Suzhou
from 2003 to 2004. Mr. Hsien received a bacheldegree in electrical engineering from Feng Chiavdrsity in Taiwan.

Lafair Chohas served as ThaiLin’s president since Decemh2®03 and a director since December 30, 2002. Heviea president of ThaiLin
from February 1, 2003 to November 30, 2003. Hediss served as vice president of the memory prastugroup of ChipMOS Taiwan from July
2003 to August 2004 and as a director of ChipMOBv@a since October 2003. He served as a deputstassiice president of the IC testing division
of ChipMOS Taiwan from April 2000 to December 2G01d as an assistant vice president of the IC gesliirision of ChipMOS Taiwan from January
2002 to January 2003. He served as manager of giodunaterial control of Mosel from 1993 to 199 holds a master’s degree in industrial
management from National Cheng Kung University @vfan.

F.J. Tsaihas served as the President of ChipMOS USA sinugalg 2008 and ChipMOS Taiwan'’s vice presidentusibess operation
management since November 2005. From 2003 to 2@08erved as the president of Chantek. He alsed@&w an assistant vice president of the
strategy development center of ChipMOS Taiwan fi®88 to 2003. He received a master’s degree imbasiadministration from National Sun Yat-
Sen University in Taiwan.

Steve Chenbas served as the president of ChipMOS U.S.A. shuggist 2008. Mr. Cheng has served as the direftBiance and
Administration in ChipMOS U.S.A. since July 2004e Has been serving in ChipMOS U.S.A. since NoveriB88. He received a bache®degree i
business banking and insurance from Feng Chia Wsityen Taiwan.

Joyce Chandpas served as ChipMOS Taiwan'’s vice president dd IDTiver production group since June 2004. She agasstant vice president
of ChipMOS Taiwan from 2002 to 2004 and manageZlipMOS Taiwan from 2000 to 2002. Ms. Chang reagi@dachelor’'s degree from Chung
Yuan Christian University in Taiwan.
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Michael Leehas served as ChipMOS Taiwan'’s vice president démsort business unit since June 2004. He wastassivice president of
ChipMOS Taiwan from 2003 to 2004 and assistant piesident of King Yuan ELECTRONIC CO., LTD. frorf@0 to 2003. Mr. Lee received a
master’s degree from National Chiao Tung Universityaiwan.

Ivan Hsuhas served as ChipMOS Taiwan’s vice president aharg production group since December 2004. He wapNOS Taiwan’s
assistant vice president from 2003 to 2004 and tegmsistant vice president from 2002 to 2003. M&u received a bachelor’s degree from Feng Chia
University in Taiwan.

Jesse Huangas served as ChipMOS Taiwan'’s vice presidentsgrably production group since April 2007. He was dsistant vice president
of assembly engineering division formerly. He rgeelia bachelor’s degree in Physics from Soochowessity in Taiwan.

David W. Wangoined ChipMOS as vice president of research aradesty development center in 2007. Prior to join@tgpMOS, he served as
the president of Fibera, Inc. from 2001 to 2007. Wang also served as a senior director of Lam &ekeCorporation in charge of product
introduction and regional support teams of its epdup from 1996 to 2001. Mr. Wang also servedarnicroelectronics division of IBM as a
manager in the packaging engineering, materialpancess development and marketing departmentbolds a Ph.D. degree from the University of
Michigan and is a member of Phi Lambda Upsilon.

Board Practice and Terms of Directorship

Our board of directors consists of three classelirettors. The first class of directors, consipti Shih-Jye Cheng, Antonio R. Alvarez and
Chin-Shyh Ou, is up for re-election at the annwadegal meeting in 2011 and then every third angeatral meeting thereafter. The second class,
consisting of Hsing-Ti Tuan, Yeong-Her Wang and &Kang Chen, is up for re-election at the annuakgal meeting in 2009 and then every third
annual general meeting thereafter. The third clawssisting of Pierre Laflamme, Chao-Jung TsaiRadg Hsu, is up for re-election at the annual
general meeting in 2010 and then every third angeaéral meeting thereafter.

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

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

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

. becomes of unsound mind or a patient for the p@rpdsiny statute or applicable law relating to rakhealth and the board resolves that
his or her office is vacated;

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

The following table sets forth certain informatias of March 31, 2009 with respect to our commomeshawned by our directors and executive
officers.

Number of
Percentage

Number of of Shares Exercise Price
Common Issued and 1 of Options Expiration Date of
Name Shares Helc Outstanding Held () (US$) Options

Shif-Jye Cheng 1,107,17: 1.2% 255,000 1.7424537:  2009/10/-2013/8/3:
Antonio R. Alvarez — — * *
Chin-Shyh Ou — —
Hsinc-Ti Tuan * *
Yeonc-Her Wang — _
Shotw-Kang Cher * *
Pierre Laflamme — —
Chac-Jung Tsa — —
Rong HsL — —
Adam Hsiel — —
Lafair Cho * *
Steve Chent — —
F.J. Tsa *
Joyce Chani *
Michael Lee *

*

*

Options

Ivan Hsu
Jesse Huan
David W. Wanc — —

* % X X *
* % ok 3k 3k X X Sk Xk X X X X F ok

0% % 3k %k kX X X X 3k X X X X F
0% %k 2k kX X X 3k 3k F F X X F

* Upon exercise of options currently exercisableasted within 60 days after March 31, 2009, woulddfieially own less than 1% of our ordinary sha
(1) Each option covers one of our common shg

Compensation and Compensation Committee

The aggregate compensation paid in 2008 to ouctdire and our executive officers, including castare bonuses and accrued pension payable
upon retirement, was approximately NT$128 millits$4 million). In 2008, we granted options to pash 692,000 of our common shares to our
directors and executive officers as set forth etttble below. These options will vest over a gkabfour to five years, with an equal proportion
vesting on each of August 31 and November 20, 2089, 2010, 2011 and 2012, except for certairooptgranted on August 31, 2008 that vested on
the date of grant.

Considerations paic

Number of common shares issuable upon exercise gdtimns Expiration date Exercise price (US$ for options granted
549,000 August 31, 201 1.9380 None
60,000 August 31, 201t 1.9380 None
83,000 November 20, 201 0.1870 None

We do not provide our directors with any benefjiemi termination of employment.

Our compensation committee currently consists adbAio R. Alvarez, Pierre Laflamme and Yeong-Her \§/aphis committee reviews and
recommends to our board of directors the compenrsafiall our directors and officers on at leasaanual basis.

Audit Committee
Under our audit committee charter adopted on Febr2@, 2001 and amended on May 14, 2004 and Deae2ih@004, our audit committee:

. is directly responsible for the appointment, congagion, retention and oversight of the work of external auditors or any other public
accounting firm engaged for the purpose of pregaomissuing an audit report or to perform auditiew or attestation service
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. oversees our accounting principles and policiesyfcial reporting and internal control over finaheceporting, internal audit controls and
procedures, financial statements and independelitisa

. meets with management, our external auditors &rgpropriate, the head of the auditing departn@discuss audited financial
statements, audit reports or other communicatioeyding, without limitation, any audit problemsdifficulties relating to our financial
statements, any major issues regarding accountingijples and the adequacy of our internal contkar financial reporting

. pre-approves, or adopts appropriate procedures -approve all audit and n-audit services, if any, provided to us by our exaé
auditors;

. establishes our internal complaints procedurefereceipt, retention and treatment of complaieteived by us regarding accounti
internal accounting controls or auditing matters] #or the confidential, anonymous submission tbeby our employees

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

. reviews and approves all our related party transas!

The audit committee currently consists of Pierrdrame, Chin-Shyh Ou and Yeonder Wang all of whom are independent directors eding
to Nasdaqg Marketplace Rules requirements. Mr. Gfigh Ou serves as a financial expert to the Audih@ittee.

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

. identifies individuals qualified to become membefshe board of directors, selects or recommendsimees to the board of directors and,
in the case of a vacancy of a director, recommémtise board of directors an individual to fill $ueacancy

. develops and recommends to the board of directarslards to be applied in making determinatiorn® #éise absence of material
relationships between us and a direc

. identifies members of the board of directors gigdito fill vacancies on any committee thereof emmbmmends the appointment of the
identified member(s) to the respective commit

. assists our management in the preparation of gaodiure in our annual proxy statement regardiagtierations of the nominations
committee; ant

. performs any other duties or responsibilities eggiyedelegated to the nominations committee bybtreed of directors from time to time
relating to the nomination of members of the bazrdirectors and any committee there

Yeong-Her Wang, Rong Hsu and Pierre Laflamme aneently the members of our nominations committee.

Special Investigation Committee

On December 21, 2004, in connection with allegedegrlement at Pacific Electric by our former diogst Mr. Hung-Chiu Hu and Mr. Jwo-Yi
Miao, and money laundering by our former direcr, Robert Ma Kam Fook, our board established @igpévestigation committee to identify and
investigate any past and present dealings betwbgMDS Bermuda, including any of its subsidiaried affiliates, and Messrs. Hu, Miao and Ma,
and any companies or entities affiliated with th&wor additional information on the allegations, S&sm 3. Key Information—Risk Factors—Risks
Relating to Our Business—The ongoing criminal pemieg of and adverse publicity associated with $tiih-Jye Cheng, our Chairman and Chief
Executive Officer, and Mr. Hung-Chiu Hu, our formdrector, could have a material adverse effeadwnbusiness and cause our stock price to
decline”.
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The special investigation committee was solely casepl of Messrs. Pierre Laflamme and Yeong-Her Wang of our company’s independent
directors. Concurrent with the establishment ofgpecial investigation committee, our board receeettie resignations of Mr. Hu and Mr. Miao, who
subsequently resigned from our board on June 2ane 8, 2005, respectively. On December 21, 20@4haard also accepted the resignation of
Mr. Ma. The special investigation committee engaBetst & Young as its forensic accounting advisut Baker & McKenzie as its legal advisor to
review transactions that were similar in naturéhttransactions that allegedly implicated Meddts.Miao and Ma at Pacific Electric as well as
significant related party transactions between @I Bermuda, including its subsidiaries and affd& and Messrs. Hu, Miao and Ma and any
companies or entities affiliated with any of thérhe special investigation committee also engageugHtng counsel.

On June 23, 2005, the special investigation coremiresented its final report to our board of dine The special investigation committee
concluded that the review conducted by Ernst & Ypand Baker & McKenzie did not reveal previoushkonown information regarding losses
suffered by ChipMOS Bermuda, other than a potehéhllity relating to a credit facility enteredtmwith Trident (Asia) Investments Limited, or
Trident, and HSH Nordbank AG, Hong Kong BranchNordbank. The special investigation committee nobed total losses from transactions
reviewed by it in the amount of NT$454 million (UB®million), relating to impairment losses and ized losses of certain investments, were refle
in our 2002, 2003 and 2004 financial statementd,aapotential decline in the value of our investiiemespect of Ultima Technology Corp. (BVI). In
2005, we recognized an impairment loss of NT$188ani(US$6 million) as a result of the declinethe value of our investment to Ultima
Technology Corp. (BVI). See Note 8 to our auditedsolidated financial statements contained inAlmsual Report on Form 20-F and “Item 7. Major
Shareholders and Related Party Transactions—RePatey Transactions”. The special investigation gottee did not make any factual findings as to
the business purpose of the transactions reviewad t persons at our company responsible for saokactions. On August 26, 2005, our board
dissolved the special investigation committee.

The Special Investigation Committee provided tHB¥ing recommendations to our board of directors:

. reinforce the internal controls related to our camy's investment decisions, including the design ampton of comprehensive interr
control procedures for investments in connectiotih wur company’s implementation of the internaltcolnprocedures required to comply
with Section 404 of the Sarbanes Oxley Act of 2(“ Section 40");

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

. develop an internal control mechanism applicableuocompany’s selection of banks that our compaitiyuse for deposits so as to
address both commercial risks and reputationasyiaikd

. develop more prudent and conservative procedugesding the entry by our company into banking treotcredit relationship:

As of December 31, 2006, we had taken the followmaasures to implement the recommendations offkei&l Investigation Committee:

. engaged Ernst & Young to advise on the internatrobover financial reporting requirements undect®m 404, including testing and
monitoring the effectiveness of our internal colgmver financial reporting

. enhanced the board of directors’ ability to overseefinancial activities by adopting new intereahtrol procedures, pursuant to which
decisions relating to derivatives, loans to otherglorsement and guarantee for third parties, goiyeinvestments, exceeding certain
limits, are subject to the board of direc’ approval; anc

. reduced the risks inherent in banking or otheriteettivities by adopting new internal control pedcres, under which the application
any credit line or the opening of any account gt@rerseas banks is required to be approved blgdbed of directors
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Special Committee

In connection with the indictment of Mr. Shih-Jybdng by the Taipei District Prosecutor’s Officer board of directors formed a special
committee to evaluate the circumstances surrounti@gndictment. As of March 31, 2009, the spec@hmittee was comprised of two independent
directors, Messrs. Yeong-Her Wang and Pierre Laft@mThe special committee has engaged K&L Gates(Edrimmerly Kirkpatrick & Lockhart
Preston Gates Ellis LLP) as its independent intéynal legal counsel and Baker & McKenzie as itteipendent ROC legal counsel, and Ernst &
Young (formerly know as Diwan, Ernest & Young) &saccounting advisor to assist in its evaluatiot provide recommendations.

On June 28, 2006, the special committee issuedtsrt, including its findings and recommendatiddased upon the results of its investigation,
it found that: (1) Mr. Cheng has declared himself guilty of the charges described in the indictiné2) Baker & McKenzie, after reviewing the
indictment and the prosecutor’s exhibits, have ébtivat the evidence produced by the prosecutor séelve inadequate and that there is a low
probability of the charges in the indictment befagnded; (3) the financial advisor to the spec@hmittee have found that we suffered no loss (not
taking into account exchange rate factors) andatatonies (capital and interest) were remittedkd@ our subsidiaries involved; (4) we have st
no identifiable harm to our reputation or our besis; and (5) Mr. Cheng has not been impaired binttietment to perform as our chairman and chief
executive officer. The special committee recommadrttiat our board maintains Mr. Cheng as our chairara chief executive officer with full
responsibilities and our board unanimously (with Rheng having recused himself) resolved to acaegtadopt the special committee’s
recommendation with regard to Mr. Cheng.

Our board of directors also resolved to contingertiie of the special committee, for the duratibthe ongoing criminal proceeding involving
Mr. Cheng to actively monitor any developmentshef ¢riminal investigation and take or recommend apyyropriate action in light of such
developments.

During its engagement by the special committeestnYoung identified certain internal control wessses that existed during the relevant
period of the special committee’s investigationhivitChipMOS Taiwan, ThaiLin and ChipMOS Logic (whiwas merged into ThaiLin on
December 1, 2005). These weaknesses were in @lagedrto segregation of duties and of corporategmance on investment authorizations,
insufficiency of training for financial personnel iespect of derivative transactions, and non-c@npé with the applicable ROC regulations. These
identified internal control weaknesses have eitieem addressed previously or are in the procelssiong remedied by our company and our
subsidiaries.

In light of the identification of these internalrtool weaknesses, the special committee recommehdethe audit committee of the board of
directors lead a special task force and repottedibard of the directors as to the effectivenésisenimplementation of internal control over fircéed
reporting, with an aim to enhance our company’ariitial personnel’s knowledge of derivative transast The board of directors unanimously
resolved to accept and adopt the special comnst@eommendation in this regard.

In August 2006, we engaged Ernst & Young to desitain employee training sessions regarding dévivéransactions and the applicable
accounting treatment for these transactions.

See “Item 3. Key Information—Risk Factors—Risks&iglg to Our Business—The ongoing criminal procegdif and adverse publicity
associated with Mr. Shih-Jye Cheng, our ChairmahG@imief Executive Officer, and Mr. Hung-Chiu Hu,rdarmer director, could have a material
adverse effect on our business and cause our gtaekto decline”.
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Employees
The following table sets forth, as of the datesdatkd, the number of our full-time employees sgg\n the functions indicated:

As of
As of December 31  March 31,

Function 2006 2007 2008 _ 2009
General operatior 3,31z 3,601 2,71€¢  2,31:
Quality control 46C 471 37¢ 34¢€
Engineering 1,447 1,58(C 1,35(C 1,27¢
Research and developme 253 29€ 27¢ 262
Sales, administration and finar 21€ 22t 201 192
Others 391 40& 364 352
Total 6,081 6,581 5,28¢ 4,74F

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

As of
As of December 31  March 31,

Location 2006 2007 2008 _ 2009
ChipMOS H.K. Taiwan Branch (Hsinch 14 15 11 11
ThaiLin (Hsinchu Industrial Par} 783 T76% 63z 561
ChipMOS Taiwan Hsinchu Production Gro 1,87C 2,01: 1,71 1,543
ChipMOS Taiwan Southern Taiwan Production Gr 2,757 3,052 2,33C 2,15(
Shangha 64¢ 73C 591 46¢
Japan and the United Sta 8 8 7 7
Total 6,081 6,581 5,28¢ 4,74%

Our employees are not covered by any collectivgdiaing agreements. We have not experienced ailkgswr 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 2@ith was amended at a special general meetifdasoh 19, 2004 to increase the number
of shares available for issuance under the sharenoplan from 5,800,000 to 9,000,000. In Augusb@0we adopted a second brdzaked share optit
plan, which has 7,000,000 shares available foaisse. Each share option plan provides that ouctdire, officers, employees and those of our
affiliates may, at the discretion of our board wédtors or a committee, be
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granted options to purchase our shares at an sggqudce of no less than the par value of our comaimares. The board or the committee has com
discretion to determine which eligible individual® to receive option grants, the number of shewbgect to each grant, the exercise price of all
options granted, the vesting schedule to be ircefte each option grant and the maximum term fbicl each granted option is to remain outstant
up to a maximum term of ten years.

In 2006, we granted 2,170,510 share options, witex@rcise price of ranging from US$4.8110 to U3%85 per share. In 2006, 319,200 share
options were cancelled and 1,322,143 share opti@ne exercised. In 2007, we granted 1,884,400 shatiens, with an exercise price ranging from
US$3.6380 to US$6.4770 per share. In 2007, 228638fe options were cancelled and 865,612 sharenspiiere exercised. In 2008, we granted
3,981,487 share options, with an exercise pricgingnfrom US$0.1870 to US$6.4770 per share. In 2068,229 share options were cancelled,
1,180,738 share options were expired and 127,88 siptions were exercised. As of December 31, 206$have 9,258,563 share options
outstanding, with an exercise price ranging fron$0.%870 to US$6.6300.

In September 2006 and August 2008, we adoptedra sipareciation rights (“SARS”) plan pursuant taethwe may issue up to 2,000,000 and
3,000,000 cash-settled SARs to our directors, efficemployees and those of our affiliates. Unideishare appreciation rights plan, each holder of
SARs, issued thereunder will be entitled to receivethe applicable exercise date, cash in an atregural to the excess of the market value of our
common shares on such date over the exerciseqirgreh rights. Our board of directors or a reléxammittee thereof has complete discretion over
the administration of the share appreciation righas, including determining the recipients of iinare appreciation right awards, the number otsigh
awarded, the exercise date, the exercise pricetued relevant terms. Unless earlier terminateduoyboard of directors or the relevant board
committee, the plan will remain effective until $&mpber 2016 and August 2018. In 2006, 1,229,110S4&e granted, with an exercise price of
ranging from US$4.8110 to US$5.7205. In 2006, 20 8BRs were forfeited. In 2007, 582,000 SARs wesated, with an exercise price of ranging
from US$3.6380 to US$6.4770. In 2007, 152,475 SR forfeited and 1,500 SARs were exercised. 182623,285 SARs were granted, with an
exercise price of ranging from US$0.1870 to US$2MTn 2008, 367,890 SARs were forfeited. As of &aber 31, 2008, we have 1,885,530 SARs
outstanding, with an exercise price ranging fron$0.%870 to US$6.4770.
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Item 7. Major Shareholders and Related Party Transactions
Major Shareholders

The following table and information set out certaiformation as of March 31, 2009 regarding the ewship of our common shares by (1) each
person known to us to be the owner of more tham fiiercent of our common shares and (2) the totabatowned by our directors and executive
officers as a group.

Percentagt
Number of

Identity of person or group shares owne Owned
Siliconware Precision Industries Co., [&d 12,174,99 14.
Mosel Vitelic Inc.@®) 11,194,64 13.c
Trivium Capital Management, LLCY 8,612,50 10.3
ThaiLin Semiconductor Corp?) 5,732,55: 6.8
Directors and executive officers, as a grétp 1,474,07 1.8

@

@

3)
Q)

®)

(6)

Siliconware Precision completed a share purchadesalscription transaction with ChipMOS Taiwan asdbn March 27, 2007, pursuant to which we and K@i Taiwan purchased all
Siliconware Precision’s equity interest in ChipM@&wan, and Siliconware Precision subscribed fqi 72,998 of our common shares through a privateepient. See “Item 4. Information on
the Compan—Our Structure and Histc—ChipMOS TECHNOLOGIES IN".

Mosel owned 10,850,052 shares indirectly throGgant Haven, and 344,592 shares indirectly thinadgu-Fu Investment Ltd. In June 2006, Mosel sqQ56,522 common shares through its
wholly-owned subsidiary, Giant Haven pursuant toshelf registration statement. In July 2007, Masedl 8,121, 266 common shares through Giant Hay@moMOS and Powertech
Technology, and we then granted Giant Haven, ProM@iPowertech Technology certain rights to requsréo register these common shares for sale uhee&ecurities Act. Mosel is a public
company listed on the Taiwan Stock Exchange wharggest known shareholder owned less than 4.39% olitstanding shares as of April 21, 2C

Excludes shares owned by PacMOS Technologies Hydiimited, or PacMOS, that may be beneficially editry Mosel

According to the Form 13F filed by Trivium Capitdnagement LLC on November 14, 2008, as of SepteB8Hhe2008, Trivium Capital Management LLC benefilyi owned 8,328,118 of ot
common shares and 284,388 of which, it reportetiititéd not have voting authority over the 284,38tares

From December 29, 2008 to March 31, 2009, Thaikoué&ed 1,671,920 shares accumulated from the Kihé-1/10t-18 securities purchase program, which was initicaéiér a 3-day
“cooling off period”, on December 28, 2008 and lfieit acquired 4,060,633 shares in March 2009 putdaars enforcement of the collateral providedRypMOS under the Stock Pledge
Agreement entered into between ThaiLin and ProM@8diDecember 3, 20C

Excludes Mose$ beneficial ownership of our common shares whiely tve considered to be beneficially held by someuefdirectors or officers. Includes shares heladrgain family membel
of certain directors

According to the Schedule 13G/A filed by Highbridgéernational LLC, or Highbridge, on February 2009, as of December 31, 2008,

Highbridge beneficially owned $45 million aggregptencipal amount of our 1.75% Convertible Seniatés due 2009, which are convertible into an
aggregate of 7,165,606 of our common shares. AdapnEh 31, 2009, none of the convertible notes hieiadlfy owned by Highbridge had been
converted into our common shares. As a result ghbliidge’s conversion right, Highbridge is treateda major shareholder for the purpose of this
section in this Annual Report on Form 20-F. If Higidge were to convert, on an as converted basiguld own 7.9% of our outstanding common
shares as of March 31, 2009.

As of March 31, 2009, approximately 58% of our coomnshares were held of record by shareholdersdddatthe United States. All holders of

our common shares have the same voting rightsrestpect to their shares.
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Related Party Transactions
Siliconware Precision Industries Co., Ltd.

As of March 31, 2009, Siliconware Precision ownddb% of our outstanding common shares. On Marcl2@@7, we completed a share
purchase and subscription transaction with ChipM@#Bvan and Siliconware Precision, under which we @hipMOS Taiwan purchased all of
Siliconware Precision’s equity interest in ChipM®@&wan, and Siliconware Precision subscribed t4 742,998 of our newly issued common shares
through a private placement. ChipMOS Taiwan becauorevholly-owned subsidiary on September 14, 2@jifconware Precision is an independent
provider of semiconductor testing and packagingises. Siliconware Precision currently has, anekigsected to continue to have from time to time in
the future, contractual and other business relskips with us. From time to time, Siliconware Psem provides assembly services to us. Often,
Siliconware Precision renders these assembly sardectly to our customers through customer rafefrom us. On January 1, 2001, ChipMOS
Taiwan entered into a subcontracting agreemerd ferm of two years with Siliconware Precision,quamt to which Siliconware Precision is oblig:
to provide assembly services to us. This agreemastextended for another two years from Januarg 2@@ecember 2005. Sales to Siliconware
Precision in 2006 was NT$83 thousand. In 2007 &@82we did not outsource to Siliconware Precisiop sales.

Mosel Vitelic Inc.

As of March 31, 2009, Mosel indirectly owned 13.8%our outstanding common shares. Mosel designsrarifactures semiconductor
products, including SRAM, flash memory, LCD andestHat-panel display driver semiconductors and @erelated semiconductors. In the period
from July to December 2003, Mosel transferred BitsoDRAM business to its affiliate ProMOS. Mosglalso engaged in the semiconductor testing
and assembly business through its shareholdingric@mpany. Although Mosel was our second-largestaner in 2003, accounting for 19% of our
net revenue in 2003, it ceased to be a key custofrairs following the transfer of its DRAM busirse® ProMOS, with sales to Mosel accounting for
0.1% of our net revenue in 2004. Mosel and itdiaféis currently have, and are expected to contiadave from time to time in the future, contradtu
and other business relationships with us. Ourigglahips include the following:

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

. In 2006, 2007 and 2008, we paid NT$144 thousan&1¥8 thousand and NT$148 thousand (US$5 thousand@bsite fees to Mosel for
provision of certain website servict

Registration Rights Agreements with Siliconwareci&ien, Giant Haven, ProMOS and Powertech Technolag.

In March 2007, we issued 12,174,998 common shanesipnt to a share purchase and subscription agregemith ChipMOS Taiwan and
Siliconware Precision, and we entered into a regfisin rights agreement, dated March 27, 2007, @ilisconware Precision, pursuant to which
Siliconware Precision agreed not to sell or otheewransfer any of our common shares it acquirdddrshare purchase and acquisition for a period of
nine months after March 27, 2007, and we grante&iltconware Precision certain rights, includingrdend registration, “piggyback” registration and
Form F3 registration rights, to require us to registercbmmon shares for sale under the Securitiesletdition, we entered into a registration ri
agreement, dated August 8, 2007, with Giant HaReoMOS and Powertech Technology Inc., pursuantticlwmwe granted to Mosel, ProMOS and
Powertech Technology Inc. certain registration tsghcluding customary demand and “piggyback” s&gtion rights, common shares for the sale of
our common shares under the Securities Act. In Ma@a909, ThaiLin acquired 4,060,633 common shai@s fProMOS pursuant to its enforcement of
the collateral under a Stock Pledge Agreement edtieto between ThaiLin and ProMOS dated Decemp20@G8.

DenMOS Technology Inc.

We do not own any equity interest in DenMOS. Ad/airch 31, 2009, Mosel directly owned 44.1% of commsbares of DenMOS. Sales to
DenMOS were NT$125 million, NT$32 million and NT#8llion (US$275 thousand) in 2006, 2007 and 20@8pectively.
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On October 15, 2003, we entered into a long-terreeagent with DenMOS, under which we reserve a pdamount of capacity for LCD and
other flat-panel display driver semiconductor tagtnd assembly services to DenMOS and under vibéetMOS guarantees to place orders in the
amount of the reserved capacity for a period oind®iths. This agreement supersedes a similar agreehat we entered into on May 25, 2002. The
price for our services under this agreement wilabeeed upon, based on our general price lisheatiine DenMOS places orders under this agreement
If we are unable to test and assemble the agremtheruof LCD and other flat-panel display driver sgmmductors, DenMOS may use a third party to
cover the shortfall. However, we are entitled teecany shortfall in the following month. If we fad do so, we may be liable for damages up to the
amount equal to the number of shortfall units & gfiven month multiplied by the average sales gr&reunit in that month. If DenMOS fails to place
orders according to the reserved capacity, we rtitesl to damages based on our costs for the aetgnip, tooling costs, costs for personnel dedicated
to the provisions of capacity to such customer, taeccosts for raw materials.

SyncMOS Technologies Inc.

We do not own any equity interest in SyncMOS Tedbgies, Inc., or SyncMOS. As of March 31, 2009, ldadirectly owned 41.5% of
SyncMOS Technologies Inc. In 2006, 2007 and 20@8pwyvided storage services to SyncMOS and reewainue from SyncMOS was NT$1,864
thousand, NT$2,208 thousand and NT$2,208 thouda8#&7 thousand), respectively.

ChipMOS TECHNOLOGIES (Shanghai) LTD.

ChipMOS Shanghai is a wholly-owned subsidiary ofddim Mind, which is one of our controlled consolethsubsidiaries. Under a technology
transfer agreement dated August 1, 2002, we lickosgain technologies and systems, and agreeatide certain technical support and consulting
services to ChipMOS Shanghai relating to thosertelcgies and systems, and ChipMOS Shanghai paidjgregate of US$25 million to us in 2002
for the technology and services we provide undisragreement.

On April 20, 2004, ChipMOS Hong Kong and ChipMOSaBghai entered into an exclusive services agregmperguant to which ChipMOS
Shanghai will provide its services exclusively tifMOS Hong Kong or customers designated by ChipM@8g Kong. Under the exclusive servii
agreement, ChipMOS Hong Kong will purchase and igon® ChipMOS Shanghai all of the equipment reeghito render those services. The
exclusive services agreement has a term of ters gt will automatically be renewed for periodsenf years, unless terminated by either party at
30 days prior to the expiration of such ten-yeamtdn addition, ChipMOS Hong Kong may terminate gxclusive services agreement at any time by
giving 30 days’ prior notice.

CHANTEK ELECTRONIC CO., LTD.

In 2003, ChipMOS Taiwan purchased equipment frorar@k at a cost of NT$10 million and sold equipntern©hantek for NT$17 million. In
addition, ChipMOS Taiwan recognized gains on tlepasal of certain properties to Chantek in the athotiINT$9 million. Chantek leased equipment
and provided raw material and semiconductor praegsservices to ChipMOS Taiwan pursuant to cerggjreements between Chantek and ChipMOS
Taiwan. Under these agreements, we paid an aggrefapproximately NT$3 million and NT$0.2 millida Chantek in 2002 and 2003, respectively.
In addition, we paid an aggregate of NT$8 milliarréntal fees to Chantek in 2003. We did not payfaas under these arrangements or any rente
to Chantek during the period from January to Ap@i04. From January to April 2004, we had revenum® fChantek of NT$15 million. ChipMOS
Taiwan acquired 3,846,154 shares of common stod®ET from Chantek at an aggregate price of NT$3aon on March 19, 2004.

Chantek has been our consolidated subsidiary $ipd&2004. On November 21, 2005, Chantek mergéa @€hipMOS Taiwan, with ChipMOS
Taiwan as the surviving entity. For additional imf@tion regarding the merger, see “Item 4. Infofamabn the Company—Our Structure and
History—ChipMOS TECHNOLOGIES INC.".
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ThaiLin Semiconductor Corp.

ChipMOS Taiwan leased equipment and transferreidioetechnology to ThaiLin pursuant to certain agnents between ThaiLin and ChipM
Taiwan. The rents paid by ThaiLin to ChipMOS Taivaanounted to an aggregate of approximately NT$8amiln 2003. In 2003, ThaiLin purchased
certain equipment from ChipMOS Taiwan for approxiehaNT$245 million, and sold certain equipmenQioipMOS Taiwan for approximately
NT$105 million.

On March 4, 2008, ChipMOS Taiwan made a loan iamount of NT$145 million (US$4 million) to Kolin,major shareholder of ThaiLin. The
loan is repayable within one year and bears intertes rate of 4.69% per annum. The loan is sedoyeadpledge by Kolin of 11 million common she
of ThaiLin. On August 22, 2008, Kolin repaid NT$tbllion (US$458 thousand) of the loan. On Decen#:r2008, ChipMOS Taiwan notified Kolin
to proceed with the transfer of the collateral’shnenship, the payment of unpaid loan and interestuac in the amount of NT$130 million (US$4
million), and the payment of interest incurred dodoan repayment default under the loan. On Jan2@y 2009, Kolin informed ChipMOS that it co
not fulfill request made by ChipMOS, including ttiansfer of shares since it is prohibited to daisder an interim restrictive order of disposition.
Subsequently, Kolin was granted on March 27, 2@08uant to a ruling of Taiwan District Court oniCRuling no.7 and No.9 of 2009), the
approval for its reorganization and declaratiocreditor’s rights application. Therefore, such glsashall still be deemed as the creditor’s colédter
ChipMOS made the creditor’s rights application gorif21, 2009.

As of March 31, 2009, ThaiLin held 5,732,553 of outstanding shares, corresponding to 6.8% offallio outstanding shares. ThaiLin’s
current Company holding includes 4,060,633 shards8%o of our outstanding shares acquired pursigehhailin’s enforcement of the collateral
provided by ProMOS under the Stock Pledge Agreematetd December 3, 2008 entered into between Tiaihdl ProMOS and 1,671,920 shares or
2.0% of Company’s outstanding shares accumulated the Rule 10b5-1/10b-18 securities purchase pmdaunched in December 2008.

ThailLin has been our consolidated subsidiary sibeeember 2003. On December 1, 2005, ChipMOS Logiged into ThaiLin, with ThaiLin
as the surviving entity. See, “Iltem 4. Informatmmthe Company— Our Structure and History—ThailLém&onductor Corp.”.

ProMOS Technologies Inc.

As of March 31, 2009, Mosel directly and indireathyned 12.0% of ProMOS. Following the transfer ajddl’'s DRAM business to ProMOS in
2003, sales to ProMOS accounted for 27% of ourawatnue in 2006, 29% of our net revenue in 2007189d of our net revenue in 2008.

On July 1, 2003, ChipMOS Taiwan entered into a {@rgn agreement with ProMOS, under which ChipMOSwBai reserves a specified amc
of capacity for DRAM testing and assembly servimeBroMOS and under which ProMOS guarantees tepeaders in the amount of the reserved
capacity. This agreement was superseded in July,2@en ChipMOS Taiwan and ProMOS entered intova loagterm agreement with similar ter
and conditions, except that under the new agreerReamOS will give ChipMOS six month rolling foresteon testing and assembly service orders to
be placed to us, and ProMOS guarantees that sdeinsowill represent no less than certain percemégeoMOS’ total production volume of these
products (excluding OEM products). The price fa flervices of ChipMOS Taiwan under this agreeméhbw agreed upon quarterly, subject to
certain price adjustments. If ChipMOS Taiwan ishledo test and assemble the agreed number of DRAMMOS may use a third party to cover the
shortfall and ChipMOS Taiwan may be liable for, amp@ther damages, any operation loss of ProMOSeddlong such delay or any additional costs in
using a third party to cover the shortfall. If Proig fails to place orders in the amount of the resicapacity, ChipMOS Taiwan is entitled to dam.
calculated based on the difference between theeaflthe reserved capacity and the value of theahatsed capacity, provided that the value of the
capacity by ChipMOS Taiwan that has been usedtfraustomers shall be deducted. In March 2008yIBXS failed to place orders in the amount of
the reserved capacity. In November 2008, we enteteda revised subcontracting contract with ProM&Sequiring ProMOS to provide wafers with
a value of 80% of the subcontracting fee as cobihtén May 2009, a further revised subcontractiogtract was entered into by and between us and
ProMOS under which ProMOS provided us with wafeplasige and Work-In-Process, or WIP and existingfied goods as lien material. Part of
ProMOS’ receivables will be recovered through safethe pledged wafer and lien material back toMR®® with a discount to market price, and the
remaining outstanding accounts receivables wibdésured by equipment mortgage under the same coatrangement. See Note 19 to our audited
consolidated financial statements.
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Rental revenue from ProMOS in 2006 and 2007 wasINWHlion and NT$16 million, respectively. We reeed no rental revenue from ProM
in 2008.

Mou-Fu Investment Ltd.

As of March 31, 2009, Mosel held directly a 99.98tigy interest in Mou-Fu. In 2006, we paid Mou-Fui$8 million, for the provision of
shareholders’ services and NT$2 million for manageinexpenses.
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Item 8. Financial Information
Consolidated Financial Statements and Other Finanal Information
Please see “Item 18. Financial Statements” andgpgaglethrough F-61.

Legal Proceedings

In 2003, we had a tax dispute with the ROC tax auithin the amount of NT$31 million relating to oimcome tax in 2000. We submitted our
objections to this assessment to the relevantuthoaty in March 2004 and we received a requeshfthe ROC tax authority in April 2006 to make
the payment of approximately NT$2 million (US$6bukand), which we paid in May 2006.

In February 2006, ChipMOS Taiwan and ChipMOS USeeieed notice of a lawsuit filed by Tessera Techgs, 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, Tessera added GBBMaiwan and ChipMOS USA, among several otherg@mductor companies, as co-
defendants. The amended complaint alleges that\@ Taiwan, ChipMOS USA and the other co-defendarftsged certain patents owned by
Tessera and that ChipMOS Taiwan is in breach mem$e agreement with Tessera, or the Tesseraéicreement. Tessera also sought unspecified
damages and injunctive relief. ChipMOS Taiwan ahip®OS USA have responded to the lawsuit by denyliegsera’s claims of patent infringement
and breach of contract. ChipMOS USA and ChipMOSvaai have also raised various counterclaims foradatdry judgment and related affirmative
defenses that the Tessera patents are invalidrsemfarceable. In May 2007, the California courtthvthe concurrence of ChipMOS Taiwan and
ChipMOS USA, stayed all litigation in the Califoancourt as a result of a related investigationhigylhternational Trade Commission, or ITC, initchte
by Tessera against certain other co-defendantadition, a co-defendant in the Tessera lawsuiiestgd the United States Patent and Trademark
Office to reexamine the patentability of each ofJara’s patents that are at issue in the case i@dlifornia court. The requests were granted iand,
February 2007, the U.S. Patent and Trademark Oéficeluded that certain claims of the patents weralid on the basis of prior art. In April 2008,
ChipMOS Bermuda, ChipMOS USA and ChipMOS Taiwarereed notice that Tessera requested the ITC taiaianother investigation alleging that
the sale for and after importation into the Unigdtes as well as importation into the United Stafecertain small format non-tape based BGA
semiconductor packages by ChipMOS Bermuda, ChipM@i®&an and ChipMOS USA infringe three of the fivesEera patents at issue in the case
pending in the California court. Tessera soughpragrother things, an investigation by the ITC aadegal exclusion orders to prohibit the infringing
products from entry into the United States. The Iii@ated the investigation in May 2008. On Mark®, 2009, after the close of discovery, Tessera
submitted a request to terminate the proceedintfeedTC. The ITC has not ruled on this requedightion in the Northern District of California and
the Eastern District of Texas may resume onceTedomplies a comparison investigation againstratbenpanies. Our counsel has not formed an
opinion as to the outcome of the case.

In April 2006, ChipMOS Bermuda and ChipMOS Hong lgareceived an Amended Writ of Summons and Stateofe@laim from Pacific
Electric, alleging that certain properties heldrirst for Pacific Electric were improperly usedserure a HK$150 million credit facility that ChipMNsO
Bermuda, ChipMOS Hong Kong and Trident entered with Nordbank in January 2003 without Pacific Etads consent, and that Nordbank’s
security interests in such properties are therafateand void or otherwise unenforceable. ChipMa@dhg Kong borrowed funds under the Nordbank
facility in 2003 and repaid them in 2004, and Chip$iBermuda has never borrowed under the faciligecotding to information provided by Trident,
the credit facility was fully paid in November 2086d there is no outstanding loan balance.

In September 2007, ChipMOS Taiwan filed five lawsuaigainst Walton Advanced Engineering, Inc. andtdMaChaintech Corporation in
Taiwan Kaohsiung District Court and Taiwan Bandidstrict Court, alleging infringement by these ta@mpanies of ChipMOS Taiwan’s package
related patents for SDRAM, DDR | SDRAM and DDR DBAM devices. As of March 31, 2009, all of thesedaits were pending.
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Other than the matters described above, we wergwolved in any material litigation in 2008 ancarot currently involved in any material
litigation.

Pursuant to the long-term service agreement we éatered into with Spansion in September 2005, Sparagreed to provide ChipMOS with
six month rolling forecast on testing and assenskiyice orders to be placed to us. In January 2808nsion has defaulted on its payment obligations
under the long-term service agreement and ChipM&Sshbsequently terminated the long-term servioeeagent with Spansion on February 19,
2009. On March 1, 2009, Spansion has filed forlantary petition for reorganization under Chaptérof the U.S. Bankruptcy Code. Subsequent to
such filing, on March 16, 2009, ChipMOS Taiwan bagn elected to be the co-chairman of the Unsed@ireditor Committee to represent unsecured
creditors in Spansion’s efforts to reorganize ébtd under Chapter 11 petition.

For certain information regarding legal proceedirgjating to certain of our current and former dices, see “ltem 3.—Key Information—Risk
Factors—Risks Related to Our Business—The ongaiingral proceeding of and adverse publicity asdedavith Mr. Shihdye Cheng, our Chairmi
and Chief Executive Officer, and Mr. Hur@hiu Hu, our former director, could have a mateaiderse effect on our business and cause our pto
to decline”.

Dividend Policy

To date, we have not distributed any dividends.dteently intend to retain future earnings, if atgyfinance the expansion of our business and
thus do not expect to pay any cash dividends ®fdheseeable future. In addition, we have no aipkans to pay stock dividends.
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Item 9. The Offer and Listing
Listing

Nasdag Global Select Market is the principal trgdimarket for our common shares, which are notdistequoted on any other markets in or
outside the United States. Our common shares heste guoted on the Nasdaq Global Select Market @dynthe Nasdaq National Market) under the
symbol “IMOS” since June 19, 2001 and our commare$ have been quoted on the Nasdaqg Global Sel&elksince July 1, 2006. The CUSIP
number for our common shares is “G2110R1@& of March 31, 2009, there were 83,971,012 comsfanes issued and outstanding. The table b

sets forth, for the periods indicated, the higky End average closing prices on the Nasdaq NatMaaket or the Nasdaq Global Select Market for our
common shares.

Nasdaq(l) Price per share

(US$)
Average High Low
2004 8.24 15.0C 3.6C
2005 6.21 7.5 4.8C
2006 6.3t 8.1C 5.4F
2007 6.4z 7.8¢ 4.11
First Quartel 72z 7.8 6.7Z
Second Quarte 6.71 7.3¢ 6.04
Third Quartet 6.64 7.51 5.9Z
Fourth Quarte 5.1& 6.14 4.11
2008 2.3 4.1C 0.1¢
First Quartel 3.3¢  4.1C 2.67
Second Quarte 3.1¢ 34C 2.7¢
Third Quartel 237 3.1z 1.7C
Novembel 0.3 05z 0.2C
Decembe 0.2: 0.27 0.1¢
Fourth Quarte 0.4t 1.64 0.1¢

2009
January 0.34 0.4€ 0.2¢
February 0.28 0.27 0.2t
March 0.2¢ 0.4C 0.2
First Quartel 0.2¢ 0.4€ 0.2
April 0.51 0.7C 0.3¢
May (through May 29, 200¢ 0.5¢ 0.6t 0.4¢

(1) Trading in our common shares commenced on Jun20Dd, on the Nasdaq Global Select Market (formémwéyNasdaq National Marke

98



Table of Contents

Item 10. Additional Information
Description of Share Capital

Our authorized share capital consists of 250 nnilitommon shares, par value US$0.01 per share,5ndllfon preferred shares, par value
US$0.01 per share.

Common Shares

Each shareholder is entitled to one vote for eachrnocon share held on all matters submitted to a ebshareholders. Cumulative voting for the
election of directors is not provided for in oureblaws, which means that the holders of a majarfityhe shares voted can elect all of the diredites
standing for election. The common shares are nitezhto preemptive rights and are not subjeatdoversion or redemption. Upon the occurrence
liquidation, dissolution or winding-up, the holdeffscommon shares would be entitled to share ratakthe distribution of all of our assets remagin
available for distribution after satisfaction of labilities.

Preferred Shares

Currently there are no specific rights attachethépreferred shares. The specific rights of tledgored shares could include rights, preferences
or privileges in priority to our common shares énel establishment of such rights or the delegdtiche board of directors to establish such rig¥ilis
need to be approved by our shareholders. As of IMai¢ 2009, no preferred shares have been issuedrlompany.

Bermuda Law

We are an exempted company organized under theBar@ompanies Act. The rights of our shareholdergiaverned by Bermuda law and
memorandum of association and bye-laws. The Bermastapanies Act differs in some material respeamftaws generally applicable to United
States corporations and their shareholders.

Dividends

Under Bermuda law, a company may pay dividendsatetieclared from time to time by its board oédiors unless there are reasonable
grounds for believing that the company is or woalfter the payment be, unable to pay its liabgies they become due or that the realizable vdlue o
its assets would thereby be less than the aggregételiabilities, issued share capital and shaemium accounts. The holders of common shares are
entitled to receive dividends out of assets legagilable for such purposes at times and in ansoambur board of directors may from time to time
determine. Any dividend unclaimed for a periodiafyears from its date of declaration will be fatéel and will revert to our company.

Voting Rights

Under Bermuda law, except as otherwise providdiérBermuda Companies Act or our bye-laws, questimought before a general meeting of
shareholders are decided by a majority vote ofedfwders present at the meeting. Our bye-laws geotfiat, subject to the provisions of the Bermuda
Companies Act, and except for extraordinary regmhst any question properly proposed for the carsitiibn of the shareholders will be decided by a
simple majority of the votes cast, either on a slbWwands or on a poll, with each shareholder priei@nd each person holding proxies for any
shareholder) entitled to one vote on a show of faodon a poll, one vote for each fully paid-upnooon share held by the shareholder. In the case of
an equality of votes cast, the chairman of the mgeshall have a second or casting vote. Any resoidor any of the following extraordinary
transactions will require the approval of sharebmdcholding at least 70.0% of the total voting tigrf all the shareholders having the right to \aite
such meeting:

. a resolution for the merger, amalgamation or ahgiotonsolidation of us with any other company, ngkier incorporatec
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. a resolution for the sale, lease, exchange, trapsfether disposition of all or substantially eflour consolidated assets;
. a resolution for the adoption of any plan or pr@der the liquidation of our compan

Rights in Liquidation

Under Bermuda law, in the event of liquidation aneéing-up of a company, after satisfaction in fafllall claims of creditors and subject to the
preferential rights accorded to any series of preteshares, the proceeds of the liquidation odimigrup are distributed pro rata in specie or imdki
among the holders of our common shares.

Meetings of Shareholders

Under Bermuda law, a company is required to conatheast one general shareholdengeting each calendar year. Bermuda law provides
special general meeting may be called by the bokditectors and must be called upon the requeshafeholders holding not less than 10% of the
paid-up capital of the company carrying the righvote. Bermuda law also requires that shareholoegiven at least five days’ advance notice of a
general meeting but the accidental omission to got&e to any person does not invalidate the @dicgs at a meeting. Under our bye-laws, we must
give each shareholder written notice at leastdiags prior to the annual general meeting, unldssrafse agreed by all shareholders having the t@
vote at that annual general meeting, and writtditaat least five days prior to any special geheieeting, unless otherwise agreed by a majority of
shareholders having a right to vote at that spgg&akral meeting, and together holding at least 8b8be paid-up capital of the company carrying the
right to vote at that meeting.

Under Bermuda law, the number of shareholders itatisg a quorum at any general meeting of shaadrslis determined by the bye-laws of
the company. Our bye-laws provide that at leastshareholders present in person or by proxy andifgkhares representing at least 50% of the total
voting rights of all shareholders having the rigghtote at the meeting constitute a quorum. Ourlawes further provide that, in respect of a general
meeting adjourned for lack of quorum, at least slvareholders present in person or by proxy holdivages representing 333 % of the total voting
rights of all shareholders having the right to vatehe meeting constitute a quorum.

Access to Books and Records and Dissemination offtmmation

Members of the general public have the right tpéts$ the public documents of a company availabtheabffice of the Registrar of Companies
in Bermuda. These documents include a companytgicate of incorporation, its memorandum of asation (including its objects and powers), and
any alteration to its memorandum of association@gwiments relating to an increase or reducticatiiorized capital. The shareholders have the
additional right to inspect the bye-laws of the gamy, minutes of general meetings and the compaudged financial statements, which, unless
agreed by all shareholders and directors, mustidebefore the annual general meeting. The regidtenareholders of a company is also open to
inspection by shareholders without charge and bybags of the general public on the payment of aAeeompany is required to maintain its share
register in Bermuda but may, subject to the prowisiof Bermuda law, establish a branch registesideBermuda. We maintain a share register in
Hamilton, Bermuda and a branch register in NewejetdSA. A company is required to keep at its neged office a register of its directors and
officers which is open for inspection for not Iélsan two hours each day by members of the publisout charge. Bermuda law does not, however,
provide a general right for shareholders to inspeabtain copies of any other corporate records.
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Election or Removal of Directors

Under Bermuda law and our bye-laws, directors deted or appointed at an annual general meetidgarve until re-elected or eppointed o
until their successors are elected or appointelésarthey are earlier removed for cause or resigitherwise cease to be directors under Bermuda law
or our bye-laws.

A director may be removed for cause at a speciaigd meeting of shareholders specifically calledtiat purpose, provided that the director is
served with at least 14 days’ notice. The direbtts a right to be heard at that meeting. Any vacareated by the removal of a director at a special
general meeting may be filled at that meeting leyalection of another director in his or her placen the absence of any election by the shareins)
by the board of directors.

Board Actions

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

The board of directors may appoint any of our doesto act as our managing director or other seanecutive, on such terms and conditions as
it may determine, including with respect to rematien.

Amendment of Memorandum of Association and Bye-laws

Bermuda law provides that the memorandum of asociaf a company may, with the consent of the Bt of Finance of Bermuda (if
required), be amended by a resolution passed eergl meeting of shareholders of which due ndtacebeen given. Our bye-laws, other than the bye:
laws separating our board of directors into thlasses, may be amended by the board of directtte Emendment is approved by a majority of votes
cast by our directors and by our shareholdersiegalution passed by a majority of votes castgdreeral meeting. Any amendment to our bye-laws
separating a board of directors into three classest be approved by our board of directors andhlayeholders of shares representing at least 60% of
our outstanding shares.

Under Bermuda law, the holders of an aggregat®déss than 20% in par value of a company’s issinede capital or any class of issued share
capital have the right to apply to the Bermuda €éran annulment of any amendment of the memanandf association adopted by shareholders at
any general meeting, other than an amendmentlteas ar reduces a company’s share capital as gedvin the Bermuda Companies Act. Where an
application is made, the amendment becomes eféeotily to the extent that it is confirmed by theBada Court. An application for the annulment of
an amendment of the memorandum of association beustade within 21 days after the date on whichékelution altering the company’s
memorandum of association is passed and may be omadehalf of the person entitled to make the apfibn by one or more of their number as they
may appoint in writing for the purpose. No applicatmay be made by persons voting in favor of tmerdment.

Appraisal Rights and Shareholder Suits

Under Bermuda law, in the event of an amalgamaifdwo Bermuda companies, a shareholder who isatiéfied that fair value has been paid
for his or her shares may apply to the Bermuda Qouappraise the fair value of his or her shafée amalgamation of a company with another
company requires the amalgamation agreement tpfr@weed by the board of directors and, except whieremalgamation is between a holding
company and one or more of its wholly-owned sulasies or between two or more wholly-owned subsidgtby meetings of the holders of shares of
each company and of each class of such sharesr Bedauda law, an amalgamation also requires theertt of the Bermuda Minister of Finance,
who may grant or withhold his consent at his disore
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Class actions and derivative actions are genenaliyavailable to shareholders under Bermuda law. Bérmuda Court, however, would
ordinarily be expected to permit a shareholdertmmence an action in the name of a company to remedong done to the company where the act
complained of is alleged to be beyond the corpgrateer of the company or is illegal or would resnlthe violation of the company’s memorandum
of association or bye-laws. Further consideratiauligl be given by the Bermuda Court to acts thableged to constitute a fraud against the minority
shareholders or, for instance, where an act regjthies approval of a greater percentage of the coppahareholders than that which actually appr
it.

When the affairs of a company are being conduetedmanner oppressive or prejudicial to the intereEsome part of the shareholders, one or
more shareholders may apply to the Bermuda Cougrfmrder regulating the company’s conduct ofieffa the future or compelling the purchase of
the shares by any shareholder, by other sharelsataldry the company.

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

The Bermuda Monetary Authority, or BMA, has desigolaus as non-resident for exchange control pugpddee BMA has also granted its
consent under the Exchange Control Act 1972 andlatigns promulgated thereunder for the issuearsfier to non-residents of Bermuda for
exchange control purposes of our common sharefgaub the common shares remaining quoted on teelaly Global Select Market.

Share Issuance and Transfers by Non-Bermuda anchiBia Residents

Under Bermuda law, there are no limitations onrigkts of non-Bermuda residents to hold or votérthleares of Bermuda companies. Because
we have been designated as a non-resident for Bierexchange control purposes, there are no réstisobn our ability to transfer funds in and out of
Bermuda or to pay dividends to United States reg&@ho are holders of our common shares otherithesspect of local Bermuda currency.

Under Bermuda law, we are an exempted companyxampted company is exempt from the provisions afi@ela law, which stipulate that at
least 60% of the equity must be beneficially owbgdBermuda persons. Persons regarded as resideBesmuda for exchange control purposes
require specific consent under the Exchange CoAzbll972 to acquire securities issued by us. TkehBnge Control Act 1972 permits companies to
adopt bye-law provisions relating to the transfiesexurities. None of Bermuda law, our memorandfiassociation or our bye-laws imposes
limitations on the right of foreign nationals ormeesidents of Bermuda to hold our shares or vaté shares.

As an exempted company, we may not participateita business transactions, including: (1) thguesition or holding of land in Bermuda,
except (i) land acquired for its business by waleate or tenancy agreement for a term not exceédifiy years, or (ii) with the consent of the Maté
of Finance granted in his discretion, land by whiease or tenancy agreement for a term not exngeadienty-one years in order to provide
accommodation or recreational facilities for iticérs and employees; (2) the taking of mortgageknod in Bermuda to secure an amount in exce
US$50,000 without the consent of the Bermuda Mémisf Finance; or (3) the carrying on of businesany kind in Bermuda, except in furtherance of
our business carried on outside Bermuda or untleemsse granted by the Bermuda Minister of Finahtaddition, present BMA policy permits no
more than 20% of the share capital of an exempetbany to be held by Bermuda persons.

The Bermuda government actively encourages forieigestment in exempted entities like us that asetan Bermuda but do not operate in
competition with local business. In addition to im@vno restrictions on the degree of foreign owhigrswe are subject neither to taxes on our income
or dividends nor to any foreign exchange contmolBérmuda. In addition, there is no capital ga&sih Bermuda, and profits can be accumulated by
us without limitation.

102



Table of Contents

Director’s Interests

Under the Bermuda Companies Act, a director ofrapgany may, notwithstanding his office, be a paotgit otherwise interested in any
transaction or arrangement with the company orhiickvthe company is otherwise interested. He omsag also be a director or officer of, or
employed by, or a party to any transaction or ajeament with, or otherwise interested in, any cafwbody promoted by the same company or an
interested company. Therefore, where it is necgssarlong as a director of a Bermuda company deslde nature of his or her interest at the first
opportunity at a meeting of the board or by writtoghe directors as required by the Bermuda Comegalct, that director shall not by reason of hi:
her office be accountable to a company for any fiielme or she derives from any office or employminivhich the bye-laws of the company allow
him or her to be appointed or from any transaatioarrangement in which the byews of such company allow him or her to be intesgsand no suc
transaction or arrangement shall be liable to lméded on the ground of any such interest or ben&fgeneral notice to the directors by a director o
officer declaring that he or she is a director fficer or has an interest in a person and is teelgarded as interested in any transaction or agrargt
made with that person shall be sufficient declaratf interest in relation to any transaction saagement so made.

Share Issuance and Transfer

We have been designated as a non-resident for egetwntrol purposes by the BMA, whose permissioritfe issuance and transfer of
common shares has been obtained subject to the aorsinares being quoted on the Nasdaq Global Sdkadiet.

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 contempladéféring of our common shares to those personsimeagffected without specific consent under the
Exchange Control Act 1972 of Bermuda and regulatitvereunder subject to the common shares remaipioggd on the Nasdaq Global Select
Market. Issuance and transfer of shares to anyppeegarded as resident in Bermuda for exchangeatqurposes require specific prior approval
under the Exchange Control Act 1972.

There are no limitations on the rights of pers@garded as non-residents of Bermuda for foreighaxge control purposes who own common
shares to hold or vote their common shares. Sirchave been designated as a non-resident for Barexathange control purposes, there are no
restrictions on our ability to transfer funds irdasut of Bermuda or to pay dividends to United &atesidents or other non-residents of Bermuda who
are holders of common shares, other than in regféatal Bermuda currency. Furthermore, it is oot intent to maintain Bermuda dollar deposits
and, accordingly, will not pay dividends on the eoomn shares in Bermuda currency.

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 an executoustee, certificates may, at the request of thptieant, record the capacity in which the applidan
acting. Our recording of any special capacity, hesveshall not be construed as obliging us eitbénvestigate, or to incur any responsibility or
liability in respect of, the proper administratiohany trust or estate. Regardless of whether bwecdhave had notice of a trust, no notice shatblken
of any trust, equitable, contingent, future or [@hihterest in any share or any interest in amgtional part of a share or any other right in eesf
any common shares.

Transfer Agent and Registrar

Appleby Management (Bermuda) Ltd. (formerly knovenReid Management Limited) serves as our pringipgiktrar and transfer agent in
Bermuda for the common shares. Mellon Investor iSesy L.L.C. serves as our United States trangfentand registrar for the common shares.
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Material Contracts

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

. A share purchase and subscription agreement, &atediary 13, 2007, among our company, ChipMOS Tmiavad Siliconware Precision,
under which we and ChipMOS Taiwan agreed to puehdof Siliconware Precision’s equity interesGhipMOS Taiwan, and
Siliconware Precision agreed to subscribe for 12998 of our newly issued common shares througfivate placement. The share
purchase and subscription transaction closed oriv2r, 2007

. A registration rights agreement, dated March 2D,72®@etween our company and Siliconware Precigiorsuant to which Siliconware
Precision agreed not to sell or otherwise trarefgrof our common shares it acquired in the sharehase and acquisition for a period of
nine months after March 27, 2007, and we grantekiltconware Precision certain rights, includingrdend registration, “piggyback”
registration and Form F-3 registration rights,equire us to register its common shares for saleithe Securities Act. The registration
rights agreement was entered into in connectioh share purchase and subscription transactionidedaabove

. An assignment agreement, date April 12, 2007, lytaetween our company and ChipMOS Taiwan, pursieanwhich ChipMOS Taiwan
assigned and transferred fifty percent of the tdleownership of and interest in all of the tedog@es and intellectual property it owned as
of that date to ChipMOS Bermuda for a purchaseepoidJS$6.4 million, which was paid in full in Jugeo07.

. A registration rights agreement, dated August 872@mong our company, Giant Haven, ProMOS and RewleTechnology Inc.,
pursuant to which we granted to Mosel, ProMOS amdd?tech Technology Inc. certain registration riglmcluding customary demand
and“piggybacl” registration rights, common shares for the saleuofcommon shares under the Securities

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

Bermuda Taxation

This summary is based on laws, regulations, trpedyisions and interpretations now in effect andilable as of the date of this Annual Report
on Form 20-F. The laws, regulations, treaty pravisiand interpretations, however, may change atiargy and any change could be retroactive to the
date of issuance of our common shares. These tagslations and treaty provisions are also suldgeetirious interpretations, and the relevant tax
authorities or the courts could later disagree Withexplanations or conclusions set out below.

At the date hereof, there is no Bermuda incomegamation or profits tax, withholding tax, capitaigs tax, capital transfer tax, estate duty or
inheritance tax payable by us or our shareholdéerdhan shareholders ordinarily resident in BetenWe are not subject to stamp or other similar
duty on the issuance, transfer or redemption ofcounmon shares.

We have obtained an assurance from the Ministéirgfnce of Bermuda under the Exempted UndertakangProtection Act 1966 that, in the
event there is enacted in Bermuda any legislatiggosing tax computed on profits or income or coragutn any capital assets, gain or appreciation or
any tax in the nature of estate duty or inheritaiage such tax shall not be applicable to us auooperations, or to the common shares, debentures
our other obligations until March 28, 2016, exdegbfar as such tax applies to persons ordinaggydent in Bermuda and holding such common
shares, debentures or our other obligations orealyproperty or leasehold interests in Bermudaemiy us. No reciprocal income tax treaty affec
us exists between Bermuda and the United States.
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As an exempted company, we are liable to pay imBea an annual registration fee calculated ondéngliscale basis by reference to our
assessable capital, which is the aggregate ofuihpazed common share capital and the premiumuorissued common shares currently at a rate not
exceeding US$31,120 per annum.

United States Federal Income Taxation
In General

This section describes the material United Stagdsrfl income tax consequences generally applitaldenership by a U.S. holder (as defined
below) of our common shares. It applies to you dgiwpu hold your common shares as capital assetsak purposes. This section does not apply to
you if you are a member of a special class of hsldabject to special rules, including:

. a dealer in securitie

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

. a ta>-exempt organizatior

. a life insurance compan

. a person liable for alternative minimum t;

. a person that actually or constructively owns 10%nore of our voting stoct

. a person that holds common shares as part of@drar a hedging or conversion transactior

. a person whose functional currency is not the Ud«

This section is based on the Internal Revenue ©bd886, as amended, its legislative history, @xisand proposed regulations, published

rulings and court decisions all as currently ireeff These laws are subject to change, possibéyretroactive basis. There is currently no
comprehensive income tax treaty between the UiStates 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 Statlesal income tax regardless of its source

. a trust if a United States court can exercise prjrsapervision over the trust’s administration ameé or more United States persons are
authorized to control all substantial decisionshef trust.

If a partnership holds the common shares, the Ji8tates federal income tax treatment of a pavtiiegenerally depend on the status of the
partner and the tax treatment of the partnershimu hold the common shares as a partner in ag@ahip you should consult your tax advisor with
regard to the United States federal income taxrireat of an investment in the common shares.

You should consult your own tax advisor regardimg Wnited States federal, state and local and #mBda and other tax consequences of
owning and disposing of common shares in your @algi circumstances.

This discussion addresses only United States feithe@me taxation.

Taxation of Dividends

Under the United States federal income tax lawd,sabject to the passive foreign investment companFIC, rules discussed below, if you
are a U.S. holder, the gross amount of any divideagay out of our current or accumulated earnings
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and profits (as determined for United States fddecame tax purposes) is subject to United Stegderal income taxation. If you are a noncorporate
U.S. holder, dividends paid to you in taxable ydmaginning before January 1, 2011 that constitutdified dividend income will be taxable to youe
maximum tax rate of 15% provided that you hold¢benmon shares for more than 60 days during thedb®1period beginning 60 days before the ex-
dividend date and meet other holding period requénets. Dividends we pay with respect to the comsiares generally will be qualified dividend
income provided that, in the year that you recélivedividend, the common shares are readily tradablan established securities market in the United
States. We believe that our shares, which aralistethe NASDAQ, are readily tradable on an essébli securities market in the United States;
however, there can be no assurance that our sivdresntinue to be readily tradable on an estdids securities market.

The dividend is taxable to you when you receivedivedend, actually or constructively. The dividewdl not be eligible for the dividends-
received deduction generally allowed to United &taiorporations in respect of dividends receivethfother United States corporations. Distributions
in excess of current and accumulated earnings aofidsy as determined for United States federabime tax purposes, will be treated as a non-taxable
return of capital to the extent of your basis ia tommon shares and thereafter as capital gain.

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

Dividends will be income from sources outside thetéd States, but dividends paid in taxable yeagiriming before January 1, 2007 generally
will be “passive” or “financial services” incomena@dividends paid in taxable years beginning december 31, 2006 will, depending on your
circumstances, be “passive” or “general” incomeahhin either case, is treated separately fromrdghees of income for purposes of computing the
foreign tax credit allowable to you. You should solt your own tax advisor regarding the foreign ¢eedit rules.

Taxation of Capital Gains

Subject to the PFIC rules discussed below, if yeuaal.S. holder and you sell or otherwise dispdse@ur common shares, you will recognize
capital gain or loss for United States federal medax purposes equal to the difference betweearttwint that you realize and your tax basis in your
common shares. Capital gain of a noncorporate lublgler that is recognized in taxable years begbiefore January 1, 2011 is generally taxed at a
maximum rate of 15% where the holder has a holderipd greater than one year. The deductibilitgagital losses is subject to limitations. The gain
or loss will generally be income or loss from sasrevithin the United States for foreign tax créidiitation purposes.

PFIC Rules. We believe that our common shares dhmatlbe treated as stock of a Personal Foreigestment Company, or PFIC, for United
States federal income tax purposes, but this cermrius a legal and factual determination that &lenannually and thus may be subject to change. If
we were to be treated as a PFIC, unless a U.Seheldcts to be taxed annually on a mark-to-mabsksis with respect to the shares, gain realized on
the sale or other disposition of your common sher@sld in general not be treated as capital gaistelad, if you are a U.S. holder, you would be
treated as if you had realized such gain and ceféaicess distributions” ratably over your holdimeriod for the common shares and would not be
taxed at the highest tax rate in effect for eadhsiear to which the gain was allocated, togeth#r an interest charge in respect of the tax attable
to each such year. With certain exceptions, yourroon shares will be treated as stock in a PFIGeiimere a PFIC at any time during your holding
period in your common shares. Dividends that yaeire from us will not be eligible for the spediak rates applicable to qualified dividend incorh
we are treated as a PFIC with respect to you eithigre taxable year of the distribution or thegeding taxable year, but instead will be taxableats
applicable to ordinary income.

Documents on Display

We are subject to the information requirement$ef$ecurities Exchange Act of 1934, as amendeatdardance with these requirements, we
file reports and other information with the Sedestand Exchange Commission. These materials maspected and copied at the Commission’s
Public Reference Room at 100 F Street, N.E., Wagbim D.C. 20549. The public may obtain informatmnthe operation of the CommissisrPublic
Reference Room by calling the Commission in theté¢hBtates at 1-800-SEC-0330. The Commission adsotains a web site at http://www.sec.gov
that contains reports, proxy statements and ottfermation regarding registrants that file electcaily 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 arge rates. To mitigate these risks, we utilize
derivative financial instruments, the applicatidrwdich is primarily for hedging, and not for spéative, purposes.

Interest Rate Risks

As of December 31, 2008, we had aggregate debtamdlisg of NT$18,723 million (US$572 million), wiiavas incurred for capital expendit!
and general operating expenses. Of our outstamtibgas of December 31, 2008, 76% bears interesiriable rates. The interest rate for the majority
of our variable rate debt varies based on a fix@dentage spread over the prime rate establishedrlgnders. Our variable rate debt had an annual
weighted average interest rate of 3.1% as of Deee®ib, 2008. Accordingly, we have cash flow anchieeys exposure due to market interest rate
changes for our variable rate debt. An increasetarest rates of 1% would increase our annuatéstecharge by NT$142 million (US$4 million)
based on our outstanding indebtedness as of Dece3hp2008.

As of December 31, 2007 and 2008, ChipMOS Taiwahriwinterest rate swap agreements outstandingMIDE Taiwan had entered into five
interest rate swap agreements during the year@f 26d 2005. On October 4, 2005, ChipMOS Taiwamiteated the swap with a notional amount of
NT$300 million, which was entered into on Octob8r 2004, and entered into two interest rate swapesgents each with a notional amoun
NT$100 million, which were terminated on Novembg2805 and December 5, 2005, respectively. On Ndveerd, 2005, ChipMOS Taiwan entel
into an interest rate swap agreement with a notiameunt of NT$200 million, which was terminated davember 4, 2005. On November 4, 2005,
swap with a notional amount of NT$500 million, wiiiwas entered into on July 28, 2004, was also teatad. For these swaps, the difference in
interest rates is calculated quarterly and creditecharged in the current period. In 2005, we gaized as NT$11 million of non-operating expense as
a result of the swaps.

Foreign Currency Exchange Rate Risks

Our foreign currency exposure gives rise to marisés associated with exchange rate movements stghim NT dollar, the Japanese yen anc
US dollar. As of December 31, 2008, 65% of our acts receivable are denominated in US dollars apdrkese yen, and 32% of our accounts pa
and payables for properties are denominated imnémgayen and US dollars. To minimize foreign cuwyegxchange risk, from time to time we utilize
forward exchange contracts and foreign currencipoptto hedge our exchange rate risk on foreigreaey assets or liabilities positions. These
hedging transactions help to reduce, but do notiedite, the impact of foreign currency exchange mabvements. An average depreciation of the NT
dollar against all other relevant foreign curresa& 5% would increase our annual exchange galNT$18 million (US$549 thousand) based on our
outstanding assets and liabilities denominateaieifn currencies as of December 31, 2008. As akbDer 31 2006, 2007 and 2008, we had no
outstanding forward exchange or foreign currendyoopcontracts. Our net gains on forward excharaygracts were NT$2 million, NT$123 thousand
and nil for the years ended December 31, 2006, 20072008, respectively.

See Note 23 of our audited consolidated finant¢&Ements for additional information on these datiixe transactions.
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Item 12. Description of Securities Other Than Equity Securites
Not applicable.

PART Il
Item 13. Defaults, Dividend Arrearages and Delinquencie
None.
ltem 14. Material Modifications to the Rights of Security Hdders and Use of Proceed

Not applicable.

ltem 15. Controls and Procedures

Disclosure Controls and Procedurefn evaluation was carried out under the supesmisind with the participation of our management,
including our chief executive officer and chiefdircial officer, of the effectiveness of our discimscontrols and procedures (as defined in RulelB3a
(e) of the Securities Exchange Act of 1934). Bageah that evaluation, the chief executive officed ahief financial officer concluded that these
disclosure controls and procedures were effectvef ®ecember 31, 2008.

Management’s Annual Report on Internal Control OWagrancial Reporting Management’s Report on Internal Control Over Raial
Reporting is set forth below.
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Management’'s Report on Internal Control Over Finandal Reporting

June 4, 2009

Management of ChipMOS TECHNOLOGIES (Bermuda) LT@géther with its consolidated subsidiaries, therfipany”) is responsible for
establishing and maintaining adequate internalrobover financial reporting (as defined in Rulea1B5(e) of the Securities Exchange Act of 1934).
The Company’s internal control over financial repay is a process designed under the supervisitineo€ompany’s chief executive officer and chief
financial officer to provide reasonable assuramgmrding the reliability of financial reporting atiée preparation of the Company’s financial
statements for external reporting purposes in @ezoare with generally accepted accounting principleie Republic of China and the required
reconciliation to generally accepted accountingggles in the United States.

As of December 31, 2008, the Company’s managemétht the participation of the Comparsythief executive officer and chief financial ofit
conducted an assessment of the effectiveness @fdhmpany’s internal control over financial repogtimsing criteria set forth in Internal Control —
Integrated Framework issued by the Committee ohSpong Organizations of the Treadway CommissioD$0). Based on this assessment, the
Company’s management has concluded that the Corigpatgrnal control over financial reporting asldécember 31, 2008 was effective.

Moore Stephens, an independent registered puldmuating firm, has audited our consolidated finahstatements included in the Annual
Report of the Company on Form-20F for the year dridecember 31, 2008 and has issued an attestationt ion the Company’s internal control over
financial reporting as of December 31, 2008. Thestation report is set forth in “Iltem 18. FinahStatements”.

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

Changes in Internal Control Over Financial RepoginDuring 2008, no change to our internal contrarfinancial reporting occurred that has
materially affected, or is reasonably likely to evéilly affect, our internal control over financiaporting.
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Item 16A. Audit Committee Financial Expert

Our Board of Directors have determined that ChigkSBu, one of our independent directors, qualiisdudit committee financial expert and
meets the independence requirement as definedrm16A to Form 20-F.

ltem 16B. Code of Ethics

We have adopted a Code of Business Conduct andskthhich applies to our directors, officers andgayees. A copy of our Code of Business
Conduct and Ethics is filed as Exhibit 11.1 to #isual Report on Form 20-F.

Item 16C. Principal Accountant Fees and Service

The table below summarizes the aggregate feesvihagid or accrued for services provided by ModspBens for the years ended
December 31, 2007 and 2008.

2007 2008
(In thousands)
Audit Fees NT$10,60¢ NT$11,56¢
Audit Related Fee 19t —
Tax Fees — —
All Other Fees — —
Total NT$10,79¢ NT$11,56¢

Audit Fees This category includes the audit of our annuafficial statements and services that are normailiged by the independent
auditors in connection with statutory and regukafilimgs or engagements for those fiscal years. 2897 and 2008, this category primarily includes
the audit of our financial statements and our maécontrol over financial reporting contained linstAnnual Report on Form 20-F.

Audit-Related Feedhis category includes fees reasonably relatebegerformance of the audit or review of our finahstatements and not
included in the category of Audit Fees (describeove).

All non-audit services are pre-approved by our A@iimmittee on a case-by-case basis. Accordingiyhawe 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 Administration of thenBagement” on strengthening requirements regaiaitor independence, were pre-approved by
the Audit Committee.

Item 16D. Exemptions from the Listing Standards for Audit Committees
Not applicable.
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Item 16E. Purchases of Equity Securities by the Issuer and Alfiated Purchasers

On November 15, 2008, the Board of our subsidi@hgiLin, approved and subsequently implementecarg@s purchase program to purchase
through a broker our common shares as an affiliptedhaser, in accordance with the requiremenRuté 10b5-1 and Rule 10b-18 under the
Securities Exchange Act of 1934, as amended, wittcgmum purchase amount of US$3 million. In additithe chairman and chief executive officer
of the Company, Mr. Shih-Jye Cheng implementedparsge securities purchase program to purchaseghra broker our common shares as an
affiliated purchaser in accordance with the requéat of Rule 10b5-1 and Rule 10b-18 under the $&EuExchange Act of 1934, as amended, with a
maximum purchase amount of US$500 thousand.

The table sets forth certain information aboutghechase of our common shares under these aftiljatechasergburchase programs for the y
ended as of December 31, 2008.

Purchases of Equity Securities by Affiliated Purchaers

Maximum Dollar

Value of Shares

Total Number of that May Yet Be
Shares Purchased Purchased Unde
Total Number Average Price as Part of
Publicly Announcec the Plans or
of Shares Paid Per Programs
Purchasers Purchased Share (US$) Plans or Programs (US$ Million)
December 200
Purchases by Thaili 197,40( 0.27 197,40( 2.9
December 200
Purchases by St-Jye Cheng 33,33( 0.27 33,33( 0.5
Total 230,73( 230,73( 34
Item 16F. Change in Registran’s Certifying Accountant

Not applicable.

Item 16G. Corporate Governance

Our corporate governance practices are governegplcable Bermuda law, specifically, the Bermudaranies Act, and our memorandum of
association and bye-laws. Also, because our sesidte listed on the Nasdaq Stock Market (“Nasyagg are subject to corporate governance
requirements applicable to Nasdag-listed foreigwape issuers under Nasdaq listing rules.

Under Nasdaqg Rule 5615(a)(3), Nasdag-listed forpigrate issuers may, in general, follow their horoentry corporate governance practices
instead of most Nasdaq corporate governance regeires. However, all Nasdag-listed, foreign priviageiers must comply with Nasdaqg Rules 5605(c)
(2)(A)(ii), 5605(c)(3), 5625 and 5640.

111



Table of Contents

Item 16G requires a foreign private issuer to ptevn its annual report filed with the Securitiesi&xchange Commission a brief, general
summary of any significant ways its corporate goaece practices differ from those followed by Nagtisted domestic companies. The table below
provides this summary information as required ynltLl6G and by Nasdaqg Rule 5615(a)(3):

Corporate Governance Practice To B¢
Nasdag Listing Rule Followed by Domestic Companies

Our Corporate Governance Practice

5605(b) Requires a majority independent
board and an independent director
executive sessiol

5605(c)(1) Audit committee charter
requirements

5605(c)(2)(A)(ii) Audit committee composition and
independence requiremen

5605(c)(2)(A)(i), Audit committee financial

(i), (iv) sophistication requirement

5605(c)(3) Audit committee responsibilities and

authority requirement:

5605(d), (e) Requires independent director
oversight of executive officer
compensation and director
nominations

5610 Requires a code of conduct for
directors, officers and employet

5620 Annual shareholder meetil
requirements.

5625 Requires an issuer to notify Nasdag
of any material noncompliance with
the Rule 5600 serie

5630 Requires oversight of related party
transactions

We follow the same Nasdaq listing rule governarreete as followed by domestic
companies.

We follow the same Nasdaq listing rule governameetre as followed by domestic
companies

We follow the same Nasdaq listing rule governameetie as followed by domestic
companies

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

We follow the same Nasdaq listing rule governameetre as followed by domestic
companies

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

We follow the same Nasdaq listing rule governameetre as followed by domestic
companies

We follow governance practices under Bermuda

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

(a) an annual general meeting at least once iryeadendar year;

(b) Bermuda Companies Act does not have expresssioas requiring proxy
solicitation; and

(c) under bye-law 49, the quorum for any annuakgairmeeting shall be at least two
shareholders present in person or by proxy andrglkhares representing at least
fifty percent (50%) of the total voting rights df the shareholders having the right to
vote at such meeting and entitled to w

We follow the same Nasdaq listing rule governareete as followed by domestic
companies.

We follow the same Nasdaq listing rule governameetre as followed by domestic
companies
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Nasdag Listing Rule

Corporate Governance Practice To B¢
Followed by Domestic Companies

Our Corporate Governance Practice

5635

5640

Circumstances that require
shareholder approval.

Shareholder voting rights
requirements

We follow governance practices under Bermuda ldve Bermuda Companies Act
and our bye-laws provide for certain circumstangkih require shareholders’
approval, including the following:

(a) under bye-law 5, subject to the Bermuda CongsaAct, all or any of the special
rights for the time being attached to any classhafres for the time being issued may
from time to time be altered or abrogated with¢basent in writing of the holders of
not less than 75% of the issued shares of thas clawith the sanction of a resolution
of our shareholders passed at a separate genestihghef the holders of such shares
voting in person or by proxy;

(b) under bye-law 129, subject to the Bermuda CarniggaAct and our bye-laws, any
resolution proposed for consideration at any gémeegting to approve (i) the merg
amalgamation or any other consolidation of us \&itly other company, wherever
incorporated,; (ii) any sale, lease, exchange, tears other disposition of all or
substantially all of our consolidated assets; dii)dl{e adoption for any plan or
proposal for our liquidation, shall require the epy@l of our shareholders holding
shares representing at least 70% of the total gotghts of all the shareholders hav
the right to vote at such meeting; and

(c) under the Bermuda Companies Act, there areigions setting out the
requirements as well as specified shareholderg’aajapfor a scheme of arrangement,
compulsory acquisition or amalgamatis

We follow the same Nasdaq listing rule governareetie as followed by domestic
companies
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Item 17.

PART Il

Financial Statements

The Company has elected to provide the financiéstents and related information specified in Ifedyin lieu of Item 17.

Item 18. Financial Statements

Item 19. Exhibits

Exhibits ~ Description

11 Memorandum of Association of ChipMOS TECHNOLOGIE®(muda) LTD®

1.2 Bye-laws of ChipMOS TECHNOLOGIES (Bermuda) LT

21 Certificate of Incorporation of ChipMOS TECHNOLOGHEBermuda) LTD., dated August 15, 2000.

4.1 Joint Venture Agreement, dated July 14, 1997, betwdosel Vitelic Inc. and Siliconware Precision uistties Co., Ltd®

4.2 Asset Sales Agreement, dated June 14, 1999, betMieeochip Technology Taiwan and ChipMOS TECHNOL@SI INC.®

4.3 Tessera Compliant Chip License Agreement, dated 2@y 1999, between Tessera Inc. and ChipMOS TEOHAGIES INC.(®

44 License Agreement, dated April 1, 1999, betweeiitstu)_td. and ChipMOS TECHNOLOGIES IN@

4.5 Sales Agreement, dated February 10, 2000, betwleamp £orp. and ChipMOS TECHNOLOGIES IN@.

4.6 Raw Materials Processing Agreement, dated Augus?a@0, between Mosel Vitelic Inc. and ChipMOS TEGBLOGIES INC.®

4.7 Raw Materials Processing Agreement, dated Jany&9Ql, between Siliconware Precision Co. Ltd. @hipMOS TECHNOLOGIES INC
(6]

4.8 Integrated Circuit Processing Agreement, datedalgnl, 2001, between Siliconware Precision Co. atdl ChipMOS TECHNOLOGIES
INC. ®

4.9 Integrated Circuit Processing and Warehousing Mamemt Agreement, dated August 10, 2000, betweereMobtelic Inc. and ChipMOS
TECHNOLOGIES INC®

4.10 Land Lease Agreement, dated November 26, 1997 destBcience Based Industrial Park Administratiah@hipMOS TECHNOLOGIES
INC. @

411 Land Lease Agreement, dated November 26, 1997 deet\Bcience Based Industrial Park Administratiah@hipMOS TECHNOLOGIES
INC. @

412 Land Lease Agreement, dated September 1, 1997ebet®cience Based Industrial Park Administratiach@nhipMOS TECHNOLOGIES
INC. @

4.13 Purchase Agreement, dated July 31, 1997, betwegMTB TECHNOLOGIES INC. and Mosel Vitelic Iné)

4.14 Form of Share Exchange Covenant Letter from the j@2ow to the Shareholdef3.

4.15 Amendment to the Integrated Circuit Processing\&aglehousing Management Agreement, dated Augus2d), between Mosel Vitell

Inc. and ChipMOS TECHNOLOGIES INC, dated Septenihe2001.®
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4.16
4.17

4.18

4.19

4.20

4.21

4.22

4.23

4.24

4.25

4.26

4.27

4.28
4.29

4.30
431
4.32
4.33
4.34

Purchase Agreement, dated October 15, 2003, bet@ei@MOS TECHNOLOGIES INC. and DenMOS Technology. &

Sale and Purchase Agreement, dated April 25, 2808t8;een ChipMOS TECHNOLOGIES INC. and Ron How Iriment Corp. (English
Translation)®

Sale and Purchase Agreement, dated April 25, 2808t8;een ChipMOS TECHNOLOGIES INC. and Yuan Sharestment Corp. (English
Translation)®

Sale and Purchase Agreement, dated April 25, 28088/een ChipMOS TECHNOLOGIES INC. and Mosel Vitdtic. (English
Translation)®

Laser Stamping Machine Lease Agreement, dated Noeefn 2002, between ChipMOS TECHNOLOGIES INC. @ANTEK
ELECTRONIC CO., LTD. (English Translatiof?)

Automatic Stamping Machine Lease Agreement, dateckbhber 1, 2002, between ChipMOS TECHNOLOGIES lalel CHANTEK
ELECTRONIC CO., LTD. (English Translatiof?)

Raw Materials Processing Agreement, dated Jany&9QaB3, between ChipMOS TECHNOLOGIES INC. and CHAXTELECTRONIC
CO., LTD. (English Translatiorfy

Integrated Circuit Processing Agreement, datedalgnl, 2003, between ChipMOS TECHNOLOGIES INC. attiANTEK
ELECTRONIC CO., LTD. (English Translatiof?)

Technology Transfer Agreement, dated December @2, 2between ChipMOS TECHNOLOGIES INC. and Thai&emiconductor Corp.
(English Translation®

Tester Equipment Lease Agreement, dated NovemheQD2, between ChipMOS TECHNOLOGIES INC. and Tiaikemiconductor
Corp. (English Translatiort)

Tester Equipment Lease Agreement, dated Decemi2802, between ChipMOS TECHNOLOGIES INC. and Thaigemiconductor Cor
(English Translation

Joint Engagement Letter, undated, by and amongndiilectronics Corp., ChipMOS TECHNOLOGIES INC. &wd-Fund Securities Ltc
(English Translation

Lease Agreement, dated June 1, 2002, between CHHpIMECHNOLOGIES INC. and SyncMOS Technologies, (Bnglish Translation$)

Technology Transfer Agreement, dated August 1, 208&veen ChipMOS TECHNOLOGIES (Bermuda) LTD. ardpgMOS
TECHNOLOGIES (Shanghai) LTD®?

Promissory Note from Modern Mind Technology LimitedJesper Limited, dated November 4, 2082.
Deed of Variation, dated December 2, 2002, betvidedern Mind Technology Limited and Jesper Limit&d.
Deed of Assignment, dated December 27, 2002, betdesper Limited and ChipMOS TECHNOLOGIES (BermudHp. ©)
Deed of Assignment, dated June 25, 2003, betwesgged&imited and ChipMOS TECHNOLOGIES IN@.
Agreement, dated May 3, 2003, between Jesper Ldnaitel Modern Mind Technology Limite@®
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4.35 Master loan agreement, dated July 12, 2004, ambigMOS TECHNOLOGIES (Bermuda) LTD., Modern Mind Tewlogy Limited anc
Jesper Limited®

4.36 Cooperation Agreement, dated March 27, 2002, betwanghai Qingpu Industrial Zone Development (@ydompany and ChipMO
TECHNOLOGIES (Bermuda) LTD. (English Translatidf)

4.37 Deed of assignment, dated December 17, 2003, bet@eipMOS TECHNOLOGIES INC. and ChipMOS TECHNOLOGIEBermuda
LTD. @

4.38 Supplemental deed of assignment, dated May 14, B8Ween ChipMOS TECHNOLOGIES INC. and ChipMOS TBEGH.OGIES
(Bermuda) LTD®

4.39 Second supplemental deed of assignment, dated €ctdh2004, between ChipMOS TECHNOLOGIES (Bermudd). and ChipMOS
TECHNOLOGIES INC®)

4.40 Assignment agreement, dated April 7, 2004, betwe@pMOS TECHNOLOGIES (Bermuda) LTD. and ChipMOS THRIOLOGIES
INC. ®

4.41 Supplemental assignment agreement, dated May 04, etween ChipMOS TECHNOLOGIES (Bermuda) LTD. &ndpMOS
TECHNOLOGIES INC®

4.42 Second supplemental assignment agreement, datededdt1, 2004, between ChipMOS TECHNOLOGIES (Berayud D. and
ChipMOS TECHNOLOGIES INC®

4.43 Patent license agreement, dated April 7, 2004, éatmChipMOS TECHNOLOGIES (Bermuda) LTD. and ChipMTBCHNOLOGIES
INC. @

4.44 Supplemental patent license agreement dated J2QBI, between ChipMOS TECHNOLOGIES (Bermuda) Labd ChipMOS
TECHNOLOGIES INC®)

4.45 Second supplemental patent license agreement @atether 11, 2004, between ChipMOS TECHNOLOGIES if3eta) LTD. and
ChipMOS TECHNOLOGIES INC®

4.46 Third supplemental patent license agreement daezeémber 30, 2004, between ChipMOS TECHNOLOGIESBea) LTD. and
ChipMOS TECHNOLOGIES INC®

4.47 Assembly and Testing Service Agreement, dated Nbeer7, 2005, between ChipMOS TECHNOLOGIES INC. Spdnsion LLC®

4.48 Share Purchase and Subscription Agreement, dateddrg 13, 2007, among ChipMOS TECHNOLOGIES (Bera)udrD., ChipMOS
TECHNOLOGIES INC. and Siliconware Precision IndigstrCo., Ltd(7)

4.49 Registration Rights Agreement, dated March 27, 2068%een ChipMOS TECHNOLOGIES (Bermuda) LTD. ailit@&ware Precision
Industries Co., Ltd\7)

4.50 Share Exchange Agreement, dated as of April 127 2080tween ChipMOS TECHNOLOGIES (Bermuda) LTD. &idpMOS
TECHNOLOGIES INC(®)

451 Assignment Agreement, dated April 12, 2007, betw@kipMOS TECHNOLOGIES (Bermuda) LTD. and ChipMOSAHNOLOGIES
INC. (8)

4.52 Form of Change In Control Severance Agreemént.

4.53 Southern Taiwan Science Park Administration LanddeeAgreement, dated June 1, 2007, between Southevan Science Park

Administration and ChipMOS TECHNOLOGIES INC. (ErglliTranslationy?)
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4.54 Second Amendment to Assembly and Test Service Aggag dated July 16, 2007, by and between SpahsiGrand ChipMOS
TECHNOLOGIES INC(®)

4.55 Service Agreement for Integrated Circuit Produdéded July 17, 2007, by and between ProMOS Techiegdnc. and ChipMO.
TECHNOLOGIES INC. (English Translatiof)

4.56 Registration Rights Agreement, dated August 8, 2681ong ChipMOS TECHNOLOGIES (Bermuda) LTD., Giblaven Investmer
Limited, ProMOS Technologies Inc. and Powertechhfietogy Inc.(®)

4.57 Third Amendment to Assembly and Test Services Agesd, dated November 30, 2007, by and between #pahksC and ChipMOS
TECHNOLOGIES INC(®)

4.58 Science Park Administration Land Lease AgreemeatitdiDecember 1, 2007, between Science Park Admaitiisy and ChipMOS
TECHNOLOGIES INC. (English Translatiof)

4.59 Lease Agreement, dated April 2, 2008, between CREMECHNOLOGIES INC. and ThaiLin Semiconductor Cdfnglish Translatior

(9)
8.1 List of principal subsidiaries of ChipMOS TECHNOLTES (Bermuda) LTD

111 Code of Business Conduct and Ethi#s.

12.1 Certification of Chief Executive Officer requiregt Rule 13--14(a) under the Exchange A
12.2 Certification of Chief Financial Officer required Rule 13i-14(a) under the Exchange A
13.1 Certification of Chief Executive Officer requiregt Rule 13-14(b) under the Exchange A
13.2 Certification of Chief Financial Officer required Rule 13i-14(b) under the Exchange A
15.1 Consent of independent registered public accouriting

(1) Incorporated by reference to our Registration &tatet on Form -1 (File No. 33-13218), filed on February 28, 20(

(2) Incorporated by reference to our Annual Report omF2(-F (File No. (-31106), filed on June 17, 20C

(3) Incorporated by reference to our Annual Report omF2(-F (File No. (-31106), filed on June 30, 20C

(4) Incorporated by reference to our Annual Report omF2(-F (File No. (-31106), filed on June 17, 20C

(5) Incorporated by reference to our Annual Report omF2(-F (File No. (-31106), filed on June 29, 20C

(6) Incorporated by reference to our Registration &tatet on Form -3 (File No. 33-130230), filed on December 9, 20(

(7) Incorporated by reference to Schedule 13D filedh it United States Securities and Exchange Corioniby Siliconware Precision Industries Co., Ltd.April 4, 2007.
(8) Incorporated by reference to our Annual Report omF2(-F (File No. (-31106), filed on June 8 20C

(9) Incorporated by reference to our Annual Report omF2(-F (File No. (-31106), filed on June 6, 20C

We have not included as exhibits certain instrus&rith respect to our long-term debt, the amourttedift authorized under each of which does
not exceed 10% of our total assets, and we agriegrizh a copy of any such instrument to the Cossinn upon request.
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SIGNATURES

Pursuant to the requirements of Section 12 of #wfties Exchange Act of 1934, the Registrantféestthat it meets all the requirements for

filing on Form 20-F and it has duly caused this AalnReport on Form 20-F to be signed on its bdhathe undersigned, thereunto duly authorized, in
Taipei, Taiwan, Republic of China, on June 4, 2009.

ChipMOS TECHNOLOGIES (Bermuda) LTI

By: /s/  Shih-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

205 Silvercord, Tower 2
30 Canton Road
Teimshatsui

Kowloon

Hong Kong

Tel : (B52) 2375 3180
Fax : (852} 2175 3828
E-mail : mu@ms.com.hk
www.ms.com.hk

vze S A

The Board of Directors and Shareholders
ChipMOS TECHNOLOGIES (Bermuda) LTD.

We have audited the accompanying consolidated balgineets of ChipMOS TECHNOLOGIES (Bermuda) LTOI anbsidiaries (collectively, the
“Company”) (see Note 1) as of December 31, 2008284, and the related consolidated statementperftions, changes in shareholdeguity, anc
cash flows for each of the three years in the pegimded December 31, 2008, all expressed in Newaredollars. We have also audited the
Company'’s internal control over financial reportiagof December 31, 2008, based on criteria estaddliin Internal Control — Integrated Framework
issued by the Treadway Commission (COSO). The Cagipananagement is responsible for these finamté&bements, for maintaining effective
internal control over financial reporting, and ftsrassessment of the effectiveness of internakaebaver financial reporting, included in the
accompanying Management’s Report on Internal Coftver Financial Reporting. Our responsibility ésexpress an opinion on these consolidated
financial statements and an opinion on the Comgsaimgérnal control over financial reporting basedoor audits.

We conducted our audits in accordance with audigtagdards generally accepted in the Republic afa&Cand the standards of the Public Company
Accounting Oversight Board (United States). Thdsedards require that we plan and perform the aadibtain reasonable assurance about whether
the consolidated financial statements are freeaitral misstatement and whether effective intecoatrol over financial reporting was maintained in
all material respects. Our audits of the finanstatements included examining, on a test basideege supporting the amounts and disclosures in the
consolidated financial statements, assessing tt@uating principles used and significant estimatesle by management, and evaluating the overall
financial statement presentation. Our audit ofrimaécontrol over financial reporting included dbtag an understanding of internal control over
financial reporting, assessing the risk that a neltereakness exists, and testing and evaluatieglésign and operating effectiveness of internal
control based on the assessed risk. Our auditsradkaled performing such other procedures as wesidered necessary in the circumstances. We
believe that our audits provide a reasonable fasisur opinions.

A company'’s internal control over financial repogiis a process designed to provide reasonableasssuregarding the reliability of financial

reporting and the preparation of financial statetséor external purposes in accordance with gelyesatepted accounting principles. A company’s
internal control over financial reporting includé®se policies and procedures that (1) pertaiheataintenance of records that, in reasonablel detai
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) ipdexeasonable assurance that transactions are
recorded as necessary to permit preparation ofiiahstatements in accordance with generally aecepccounting principles, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amattdirs of the company; and (3) provide
reasonable assurance regarding prevention or tidetgction of unauthorized acquisition, use, opatstion of the company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or d@etmisstatements. Also, projections of any evadumati
of effectiveness to future periods are subjechéorisk that controls may become inadequate bea#ud®nges in conditions, or that the degree of
compliance with the policies or procedures may ritatate.
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Report of Independent Registered Public Accountingrirm (continued)

In our opinion, the consolidated financial statetaerferred to above present fairly, in all matespects, the consolidated financial positiothef
Company as of December 31, 2008 and 2007, anck$udts of their operations and their cash flowssfach of the three years in the period ended
December 31, 2008, in conformity with accountinmgiples generally accepted in the Republic of @hiAlso, in our opinion, the Company
maintained, in all material respects, effectiveintl control over financial reporting as of Decem®1, 2008, based on criteria established in hader
Control — Integrated Framework issued by the Tregd@ommission (COSO).

The accompanying consolidated financial statemiesnte been prepared assuming that the Companyamiinzie as a going concern. As discussed in
Note 2 to the consolidated financial statementsGbhmpany has incurred a loss of NT$7,270,245 droli$or the year ended December 31, 2008
had net current liabilities of NT$227,275 thousasdf 31 December 2008 that raise substantial dadnit its ability to continue as a going concern.
Management's plans in regard to these mattersisoedascribed in Note 2. The financial statementaat include any adjustments that might result
from the outcome of this uncertainty.

Accounting principles generally accepted in the i#ig of China vary in certain significant respefrtsm accounting principles generally accepted in
the United States of America. The application &f ltiter would have affected the determinationeifincome for each of the three years in the period
ended December 31, 2008, and the determinatiohasébolders’ equity and financial position at Debem31, 2008 and 2007, to the extent
summarized in Note 25.

/sl Moore Stepher
Certified Public Accountant
Hong Kong

April 20, 2009
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED BALANCE SHEETS
December 31, 2007 and 2008 (Notes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars, Excéfrar Value)

December 31
2007 2008
NT$ NT$ US$
(Note 3)

ASSETS
CURRENT ASSET¢
Cash and cash equivalel 5,133,581 6,651,900 203,05(
Restricted cash and cash equivalents (Note 86,97¢ 59,48¢ 1,81¢
Financial assets at fair value through profit avgsI(Notes 2, 4 and 1 555,60¢ 102,13° 3,11¢
Held-to-maturity financial assets (Note — 250,00( 7,631
Investments with no active market (Notes 2 an — 100,00( 3,052
Notes receivabl

Related parties (Note 1 — 195,00( 5,952

Third parties 28,03: 14,17+ 4332
Accounts receivable - net of allowance for doubtédeivables and sales return allowances of NT8242in

2007 and NT$2,423,978 in 2008 (Notes 2 an

Related parties (Note 1 1,498,83: 35¢ 11

Third parties 3,795,831  1,296,52! 39,57¢
Other receivablesnet of allowance for doubtful receivables and saéturn allowances of NT$18,274 in 2(

and NT$9,035 in 2008 (Notes 2 anc

Related parties (Note 1 11,92: 30,00( 91€

Third parties 31,17¢ 172,23¢ 5,257
Inventories- net (Notes 2 and ° 1,043,621  1,001,52 30,57
Deferred income ta- net (Notes 2 and 1! 85,08( 355,71¢ 10,85¢
Prepaid expenses and other current a: 334,48" 265,19 8,09t
Total Current Assel 12,605,14 10,494,26 320,33°
LONG-TERM INVESTMENTS (Notes 2 and !

Financial assets carried at ¢ 358,01° 137,83« 4,207

Investments with no active mark — 300,00( 9,15¢
Total lon¢-term investment 358,01 437,83¢ 13,36¢
PROPERTY, PLANT AND EQUIPMEN™- NET (Notes 2 and 1¢
Cost

Land 532,60! 532,60! 16,25¢

Buildings and auxiliary equipme 8,515,87. 9,473,98" 289,19

Machinery and equipme 41,859,29 42,289,14 1,290,87

Furniture and fixture 1,405,52; 1,351,01 41,24(

Transportation equipme 45,33¢ 44,46 1,357

Tools 2,757,541 3,045,77. 92,97:

Leasehold improvemen 6,215 2,50¢ 76

Total cosl 55,122,39 56,739,48 1,731,97.

Accumulated depreciation (Note (26,298,24) (32,310,28) (986,277)

Accumulated impairmer (209,27H (1,472,08) (44,939
Construction in progress and advance payr 1,305,55! 697,82 21,30!
Net Property, Plant and Equipme 30,020,43 23,654,994  722,06¢
INTANGIBLE ASSETS- NET (Notes 2 and 1( 180,43¢ 107,79 3,291
OTHER ASSETS
Restricted cash and cash equivalents (Note 29,98: 11,50( 351
Employee dormitory buildings - net of accumulategmciation of NT$141,060 in 2007 and NT$174,601 in

2008 (Note 2 338,76 325,05: 9,927
Refundable deposi 36,51 35,42¢ 1,081
Goodwill (Note 2) 917,18: — —
Long-term accounts receival-related parties (Note 1! 449,82' — —
Prepaid pension (Notes 2 and . — 12,60« 38t
Others (Note 2 379,78¢ 362,18( 11,05¢
Total Other Asset 2,152,05, 746,76. 22,79t
TOTAL ASSETS 45,316,08 35,441,59 1,081,85!

The accompanying notes are an integral part oftimsolidated financial statemer
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED BALANCE SHEETS (Continued)
December 31, 2007 and 2008 (Notes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars, Excéfrar Value)

LIABILITIES AND SHAREHOLDERS ' EQUITY

CURRENT LIABILITIES
Bank loans (Note 11
Current portion of lon-term loans (Note 1£
Convertible notes (Note 1.
Derivative liabilities
Deferred credi
Accounts payabl
Other payable
Related parties (Note 1
Third parties (Note 12
Income tax payable (Note
Payables to contractors and equipment supf
Accrued expenses and other current liabilities éN\IB)
Total Current Liabilities

LONG-TERM LIABILITIES
Convertible notes (Note 1.
Long-term loans (Note 1¢

Total Lon¢-Term Liabilities

OTHER LIABILITIES

Deferred income ta— net (Notes 2 and 1¢
Deferred credi

Accrued pension cost (Notes 2 and
Guarantee deposi

Total Other Liabilities

Total Liabilities

COMMITMENTS AND CONTINGENCIES (Note 21

SHAREHOLDER? EQUITY (Notes 2 and 17

Capital stock NT$0.328 (US$0.01) par va
Authorized 250,000 thousand common shares and @5h@isand preferred shau
Issued 83,971 thousand common shares (2007: 8&)843and common share
Outstanding 83,774 thousand common shares (2008483housand common shar

Capital surplu

Deferred compensatic

Retained earnings (accumulated los:

Cumulative translation adjustmet

Treasury stocl

Minority interests

Total Shareholde’ Equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

December 31
2007 2008
NT$ NT$ US$
(Note 3)
1,249,191 2,745,399 83,80:
3,686,211 4,603,63 140,52¢
3,014,93 1,541,63: 47,05¢
95,99¢ — —
3,862 2,38( 73
976,14° 477,87 14,58
13 13 —
604,14! 628,04: 19,171
402,86 1,58( 48
454,07¢ 251,55 7,67¢
886,73t 469,43 14,33(
11,374,18 10,721,54 327,27"
2,075,55. 74,12¢ 2,26¢
9,248,115  9,758,47! 297,87¢
11,323,71 9,832,60° _ 300,14:
180,40( 233,72¢ 7,13¢
169,94 102,32¢ 3,12¢
12,26: 4,77% 14€
7,45¢ 3,81( 11€
370,06: 344,63 10,52(
23,067,95 20,898,78 637,93t
27,51, 27,551 841
12,475,93 12,784,08 390,23t
(69,36§ (26,000 (7949
6,291,000  (998,319) (30,479
277,46 433,71 13,23¢
— (1,779 (54)
3,245,57.  2,323,55! 70,92
22,248,12 14,542,81 443,92
45,316,008 35,441,59 1,081,85!

The accompanying notes are an integral part of¢imsolidated financial statements.
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF OPERATIONS
For the Years Ended December 31, 2006, 2007 and 80@lotes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars, Excéftarnings Per Share)

Year Ended December 31

2006 2007 2008
NT$ NTS NT$ Us$
(Note 3)
NET REVENUE (Notes 2, 19 and 2
Related partie 5,654,390 6,915,90 3,122,92! 95,321
Third parties 14,720,79 16,681,69 13,887,23 423,90!
Total Net Revenue 20,375,18 23,597,59 17,010,16 519,23
COST OF REVENUE (Notes 19 and
Related partie 4,217,60! 5,035,13 3,574,15¢ 109,10:
Third parties 10,035,74 12,408,92 13,395,72 408,90!
Total Cost of Revenu 14,253,34 17,444,06 16,969,88 518,00t
GROSS PROFI 6,121,84. 6,153,53 40,28: 1,23(
OPERATING EXPENSES (Note 1!
Research and development (Note 274,75: 322,32! 435,58: 13,29¢
General and administrati\ 813,04¢ 1,070,43: 885,64! 27,03t
Sales and marketing (Note 107,45( 98,32¢( 2,362,68! 72,12
Total Operating Expenst 1,19524: 1,491,09. 3,683,91. 11245.
INCOME (LOSS) FROM OPERATION: 4,926,59. 4,662,44. (3,643,63) (111,22)
NON-OPERATING INCOME
Gain on embedded derivati 57,74¢ — — —
Foreign exchange ga- net (Note 2 37,93¢ 71,09: 143,93: 4,39¢
Rental (Note 19 23,37¢ 28,06: 12,09¢ 36¢
Interest (Note 19 102,03: 117,06( 112,13: 3,42:
Cash dividend from financial ass: 2,43¢ 18,66: — —
Fair value gain on financial ass: 37,34« — — —
Subsidy incom: 9,597 6,33¢ — —
Gain on disposal of property, plant and equipmbloté 2) 25,17 9,567 38,63« 1,17¢
Gain on disposal of lor-term investment 1,05¢ — — —
Gain on disposal of financial ass — 23,77¢ 5,95¢ 182
Gain on redemption of convertible no — — 66,80¢ 2,03¢
Gain on disposal of land use rights (Note — — 69,52« 2,12
Other 65,811 151,17: 105,89t 3,23:
Total Nor-Operating Incomi 362,50° 425,73. 554,98 16,94.

The accompanying notes are an integral part ofdimsolidated financial statements.
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NON-OPERATING EXPENSE¢
Interest

Financing cos

Fair value loss on financial ass

ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)
For the Years Ended December 31, 2006, 2007 and 80®lotes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars, Excéftarnings Per Share)

Loss on disposal of property, plant and equipmidoté 2)

Loss on disposal of financial ass

Loss on redemption of convertible no
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
Other

Total Nor-Operating Expense

INCOME (LOSS) BEFORE INCOME TAX, MINORITY INTERESTSBND INTEREST IN

BONUSES PAID BY SUBSID

IARIES

INCOME TAX EXPENSE (Notes 2 and 1

INCOME (LOSS) BEFORE MINORITY INTERESTS AND INTERHSN BONUSES PAID BY

SUBSIDIARIES
MINORITY INTERESTS

INTEREST IN BONUSES PAID BY SUBSIDIARIE!
CUMULATIVE EFFECT OF CHANGES IN ACCOUNTING PRINCIRES

NET INCOME (LOSS)

EARNINGS (LOSS) PER SHAR-BASIC

WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDIN+ BASIC

EARNINGS (LOSS) PER SHAR- DILUTED (Note 2)

WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDIN+ DILUTED (Note 2)

Year Ended December 31

2006 2007 2008

NT$ NT$ NT$ uss$
(Note 3)

398,96:  864,94¢ 765,00 23,35:
39,30: 34,45¢ 35,50: 1,084
— 84,96¢ 148,56¢ 4,53¢
91¢ 5,59¢ 2,40¢ 74
1,623 — — —
5,64: 23,38¢ — —
57,77¢ 8,73¢ 220,18¢ 6,721
— — 1,599,42. 48,82:

— — 3,46( 10€

— — 917,18 27,99

— 18,02 105,11( 3,20¢
81,44¢ 54,79¢ 44,88¢ 1,37(C
585,67t 1,094,90i 3,841,73. 117,27(
4,703,42! 3,993,26 (6,930,38) (211,55
(636,499 (768,23) (120,79) (3,687
4,066,921 3,225,03; (7,051,17) (215,239
(1,799,40) (720,000 143,29 4,37¢
(149,45f) (285,82) (362,36) (11,067
3,271 — — —
2,121,34 2,219,20, (7,270,24) (221,92Y)
30.8¢ 27.6: (86.6¢€) (2.65)
68,78 80,30¢ 83,89¢ 83,89«
25.0( 24.2¢ (86.66 (2.6
88,29¢ 108,20 83,89/ 83,89/

The accompanying notes are an integral part of¢imsolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS'

CAPITAL STOCK
ISSUED

Shares

Amount

ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
EQUITY
For the Years Ended December 31, 2006, 2007 and 80@lotes 1 and 17)

(In Thousands of New Taiwan Dollars, Except Numbeof Shares)

UNREALIZED

LOSS ON
LONG-TERM
INVESTMENTS ADJUSTMENTS TREASURY

CUMULATIVE
RETAINED TRANSLATION
EARNINGS
(ACCUMULATED
CAPITAL DEFERRED
SURPLUS COMPENSATION LOSSES) STOCK

(Note 2) (Note 2)

MINORITY
INTERESTS

TOTAL
SHAREHOLDERS’

EQUITY

(Thousands

NT$

NT$ NT$ NT$ NT$ NT$ NT$

NT$

NT$

BALANCE,
JANUARY
1, 2006
Exercise of
stock
options
Issue of optio
warrants
Conversion of
convertible
notes
Equity
componen
of
convertible
notes
Adjustment
arising
from
change in
ownership
percentage
in
subsidiarie
Net profit for
2006
Adjustment of

67,76:

1,31¢

1,11¢

equity
method for
long-term
investment
Changes in
minority
interests
Translation
adjustment

22,22¢

427

36¢

9,021,05: (18,806) 2,200,80" (1,179 (10,277)

130,84:

36,68( (37,76¢)

231,33:

265,65(

86,31¢

2,121,34.

1,17¢

78,34¢

7,878,12:

1,799,40!

(921,21)

19,091,96

131,26¢

(1,089)

231,70(

265,65(

86,31¢

3,920,74

1,17¢

(921,21()

78,34¢

BALANCE,
DECEMBE
31, 200¢

Exercise of
stock
options

Issue of share

Issue of optio
warrants

Repurchase ¢
convertible
notes

Net profit for
2007

Adjustment of
equity
method for
long-term
investment

70,19¢

867
12,78(

23,022

284
4,211

9,771,871 4,322,15. 68,07+

89,56¢
2,599,16i

36,87 (12,79

(2,657 (611)

2,219,20.

(18,89)) (249,739

8,756,31!

720,00°

22,884,86

89,85(
2,603,37!

24,08(

(3,269)

2,939,20!

(268,625



Changes in
minority
interests

Translation
adjustment

BALANCE,

DECEMBEF

31, 2007
Exercise of
stock
options
Issuance of
option
warrants
Repurchase ¢
convertible
notes
Net loss for
2008
Adjustment of
equity
method for
long-term
investment
Changes in
minority
interests
Stock
purchased
by a
subsidiary
Translation
adjustment
BALANCE,
DECEMBE
31, 200¢

- — — — — — —  (6,230,75)

— — — — — — 209,39( — —

(6,230,75)

209,39(

83,84 27,5171 12,475,93 (69,369 6,291,00: — 277,46 — 3,245,57.

12¢ 40 4,50¢ — — — — — —

— — 21,742 43,36¢ — — — — —

— — 197,29¢ — — — — — —

- — — (7,270,24) — — —  (143,29)

- — 84,50¢ — (19,087) — — — —

_ _ — — — — — (778,71

(197 — — — — — — (1,779 —

— — — — — — 156,25( — —

22,248,12

4,54¢

65,111

197,29¢

(7,413,54)

65,51

(778,719

(1,779

156,25(

83,77+ 27,551 12,784,08 (26,000 (998,319 — 433,71« (1,779 2,323,55!

14,542,81

The accompanying notes are an integral part ofdimsolidated financial statements.
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2006, 2007 and 80@lotes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss
Adjustments to reconcile net income to net caskigea by operating activitie
Depreciatior
Amortization of intangible and other ass
Amortization of discount of convertible not
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 ri¢
Gain on disposal of lor-term investment
Loss (gain) on redemption of convertible nc
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 on financial ass
Accrued pension co:
Deferred income ta- net
Minority interests
Changes in operating assets and liabili
Financial assets at fair value through profit aveb
Notes receivabl
Accounts receivabl
Other receivable
Inventories
Prepaid expenses and other current a:
Other asset
Notes payabl
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 casvedenuts
Proceeds from sales of property, plant and equip
Proceeds from sales of Ic-term investment
Proceeds from sales of intangible as
Acquisitions of:

Long-term investment

Property, plant and equipme

Deferred asset

Employee dormitory buildin

Subsidiary
Decrease/(increase) in refundable depc
Net Cash Used in Investing Activiti

F-9

Year Ended December 31

2006 2007 2008

NT$ NT$ NT$

US$
(Note )

2,121,34  2,219,20. (7,270,24) (221,929

5,489,46. 6,718,76. 6,999,591 213,66!
69,37 116,028 174,93  5,34(
57,21 178,61.  184,82¢  5,64:
52,58¢ 130,03¢ 2,292,221 69,97
(16,357 (30,099 (119,81) (3,657
(1,08¢) 24,08( 65,11  1,98¢
(24,257 (3979 (36,220 (1,109

— — (69,529  (2,127)
(1,059) — — —
5,64z 23,38: (66,808 (2,039

(57,749 18,02  105,11(  3,20¢
57,77¢ 8,73t  220,18. 6,721

— — 917,18: 27,99

— — 159942, 48,82

— — 3,46( 10€

— 84,96¢  148,56¢( 4,53t

(34,080  (3531)  (7.48) (229
254,13 (6,75 (215,60 (6,582
1,799,40! 720,000 (143,29) (4,379

(1,742,98) 1,28854  261,56:  7,98¢

(529) 3,071 (181,14) (5,529

(1,117,92) (803,369 1,175,361 35,87¢
120,46t 552  (146,82)  (4,48))

(316,84)  (93,07) 47,53 1451
(78,400  (176,97)  71,05(  2,16¢
42,23 22,178 449,80, 13,73(
(3,927) — — —
72,61 167,600  (502,24) (15,33
142,37 53,75t 22,15; 67€
206,19: 109,02  (401,28) (12,249
238,70: 171,30¢ (409,55 (12,509
(17,930  (2547) (3,809 (116
7,316,39° 10,882,84 5,164,221 157,63t
104,46 (20,89;) 47,13t 1,43¢
238,72: 42,32  113,59" 3,467
1,05¢ — — —

— — 73,70¢  2,25(

(20,74:) (10) — —
(15,190,48) (6,632,88) (2,390,91) (72,989
(101,26  (269,57) (139,509  (4,25¢)
(7,656 (20,107 (2,025 (62)

—  (5,305,03) — —
(12,319 (5,909) 1,08¢ 33
(14,988,21) (12,212,08) (2,296,91) (70,119
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ChipMOS TECHNOLOGIES (Bermuda) LTD. AND SUBSIDIARIE S
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
For the Years Ended December 31, 2006, 2007 and 80®lotes 1 and 17)
(In Thousands of New Taiwan and U.S. Dollars)

CASH FLOWS FROM FINANCING ACTIVITIES
Payments or
Bank loans
Commercial paper payak
Long-term loans
Convertible note
Treasury stocl
Proceeds from
Bank loans
Convertible note
Long-term loans
Issuance of capital stor
Changes in minority interes
Increase (decrease) in guarantee dep

Net Cash Provided by (Used in) Financing Activii
EFFECT OF EXCHANGE RATE CHANGES ON CAS

Net Increase (Decrease) in Cash and cash equisi

Cash and cash equivalents, beginning of the

Cash and cash equivalents, end of the

SUPPLEMENTAL INFORMATION
Income tax paic

Interest paic

NON-CASH FINANCING ACTIVITIES
Current portion of lon-term loans

PARTIAL CASH PAID FOR INVESTING ACTIVITIES

Cash paid for acquisition of property, plant andipment

Total acquisition:

Increase (decrease) in payables to contractore@uigment suppliet

Year Ended December 31

2006 2007 2008
NTS NTS NTS$ USs$
(Note )

(147,769 (208,98) (291,44,
(149,41) — —

(8,896)

—  (297,15) — —
(256,605  (244,46() (3,498,28) (106,78Y
— — (1,779 (54)
730,77° 395,83 1,787,63  54,56¢
3,191,30! — — —
6,278,52.  171,73( 1,386,371  42,31¢
131,26¢ 2,693,22 4,54¢ 13¢
(834,60 (1,983,68) (778,71) (23,770
4,39¢ 1,624 (3,649 (112
8,047,87. 528,120 (1,395,31) (42,59
12,84¢ 38,78: 46,32¢ 1,41/
1,288,90.  (762,32) 1,518,332 46,34
4,607,00: 589590 5,133,558 156,70
5,895,90- 5,133,58 6,651,900 203,05
178,000  665,69: 747,55  22,81¢
291,49° 818,71: 641,720  1958¢
2,335,28 3,686,211 4,603,63 140,52
15,717,76  6,093,77. 2,188,39! 66,80
(527,279  539,11¢  20251¢ 6,18
15,190,48 6,632,88 2,390,91 _ 72,98

The accompanying notes are an integral part of¢imsolidated 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 Berma)dvas incorporated under the laws of Bermuda ogu&til, 2000, and its
common shares have been traded on the NASDAQ GR&#datt Market since June 2001. As of DecembeB308, ChipMOS Bermuda was
13.33% and 14.50% owned by Mosel Vitelic Inc. (M¥Hjough its wholly-owned subsidiary, Giant Havemdstment Ltd. and its indirectly-
owned subsidiary, Mou-Fu Investment Ltd. (Mou-Fojl &iliconware Precision Industries Co. Ltd (SPK3.of December 31, 2008, ChipMOS
Bermuda owned 100% (2007: 100%) of the outstandamymon shares of ChipMOS TECHNOLOGIES INC. (ChipMT®wan).

Control
ChipMOS Bermuda Modern Mind
[ 00% 100% 100%:
ChipMOS HK ChipMOS Taiwan ChipMOS$ Shanghai
42.76% 100% | 100%
ThaiLin ChipMOS ChipMOS
Japan USA

ChipMOS Taiwan was incorporated in Taiwan on J@y 997 as a joint venture company between MVISRLL. Its operations consist of
testing and assembly of semiconductors. In conmeetith a corporate restructuring on January 1212the holders of an aggregate of
583,419 thousand common shares of ChipMOS Taiweaowgd a Purchase and Subscription Agreement whthtel transferred their shares of
ChipMOS Taiwan to ChipMOS Bermuda in exchange 8882 thousand common shares in ChipMOS Bermudas&hing shareholders, who
previously held an aggregate of 70.25% of the emtirtstanding common shares of ChipMOS Taiwan, beeame the holders of the entire
outstanding common shares of ChipMOS Bermuda. Beca00% of the outstanding common shares of Chip&suda were owned by
former shareholders of ChipMOS Taiwan, the excharigdares has been accounted for as a mergeCaipfOS Bermuda was the acquirer.
Equity and operations attributable to ChipMOS Taighareholders not participating in the exchanggr efere reflected as minority interest in
the historical financial statements. In March 200fipMOS Bermuda, ChipMOS Taiwan and SPIL completetiare purchase and subscription
transaction whereby ChipMOS Bermuda purchased 1@08®IL’s equity interest in ChipMOS Taiwan at USE® per share. SPIL also
subscribed to 12,174,998 newly issued common sledi@kipMOS Bermuda through a private placement 8$6.28 per share. After the
transaction, ChipMOS Taiwan became a 99.14% suwyidif ChipMOS Bermuda and SPIL owned 14.7% of GH)S Bermuda. In September
2007, another share exchange transaction was cadpidnereby ChipMOS Bermuda offered to exchangesbaee of ChipMOS Bermuda for
8.4 shares of ChipMOS Taiwan shares. The exchaagecempleted in September 2007 and ChipMOS Taiwaarbe a wholly-owned
subsidiary of ChipMOS Bermuda. As of December 308 ChipMOS Bermuda held a 100% interest in Chif@viiwan.

ThaiLin Semiconductor Corp. (ThaiLin) was incorpecon May 15, 1996 and is listed on the GreTau8ges Market in Taiwan. ThaiLin is
engaged in wafer and semiconductor testing servi@eDecember 31, 2002, ChipMOS Taiwan acquiredciity interest of 41.8% in ThaiLin.
On December 1, 2003, ChipMOS Taiwan obtained ctimgoinfluence over ThailLin’s decisions on its eggons, personnel and financial
policies. Therefore, ThaiLin has been consolidatéa these financial statements from December 0320 spite of the fact that ChipMOS
Taiwan holds an equity interest of less than 50%haiLin. As of December 31, 2008, ChipMOS Taiwatdha 42.76% equity interest in
ThaiLin.

ChipMOS Japan Inc. (ChipMOS Japan) was incorporatddpan in June 1999, and ChipMOS USA Inc. (CI@@VUSA) was incorporated in
the United States of America in October 1999. Thegecompanies engage in sales and customer sezkall the expenses incurred from
these activities are charged to current incomepQiS Japan began generating revenue in 2000, @hilgMOS USA began generating
revenue in 2001. As of December 31, 2008, ChipM@Bva@n owned 100% of the outstanding shares of 8bipMOS Japan and ChipMOS
USA.
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1. ORGANIZATION AND BUSINESS (continuec

MODERN MIND TECHNOLOGY LIMITED (Modern Mind) was icorporated in the British Virgin Islands on Janu28y 2002. Modern Mind
conducts its operations through ChipMOS TECHNOLOS(Bhanghai) LTD. (ChipMOS Shanghai). ChipMOS Bettenacquired a 100%
equity interest in Modern Mind on December 12, 2G081 then transferred it to Jesper Limited (JgspeDecember 31, 2002. In December
2002 and 2003, ChipMOS Bermuda acquired from JesmpeiChipMOS Taiwan, respectively, convertible sagsued by Modern Mind that are
convertible into a controlling equity interest irolern Mind if the repayment is not made when duzotdingly, ChipMOS Bermuda is deemed
to have a controlling interest in Modern Mind.

ChipMOS Shanghai a wholly-owned subsidiary of Maodilind, was established in the People’s RepubliCliha (PRC) on June 7, 2002.
ChipMOS Shanghai is engaged in wafer testing, semdiector assembly and testing, and module and stdmmymanufacturing. ChipMOS
Shanghai commenced commercial production in 2003.

ChipMOS Bermuda controls both Modern Mind and @8% subsidiary, ChipMOS Shanghai, as ChipMOS Bearpatsesses the power to
direct or cause the direction of the managemeniafidies of Modern Mind by contract or otherwisedahereby has established a parent-
subsidiary relationship over Modern Mind and ChipS!iShanghai. For this reason, Modern Mind and Chig\8banghai have been
consolidated into these financial statements iteggfithe fact that ChipMOS Bermuda does not haleéguity 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 adihg@f spare parts and tools. ChipMOS HK is a Wwhoilvned subsidiary of ChipMOS
Bermuda.

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

The consolidated financial statements include to®ants of ChipMOS Bermuda and all subsidiariestich ChipMOS Bermuda (hereinafter,
referred to individually or collectively as the “@®pany”) holds a controlling interest or voting irgsts in excess of 50% in accordance with the
requirements of ROC Statement of Financial Accown8tandards (“SFAS No. 77). All significant interapany accounts and transactions have
been eliminated.

The Company’s consolidated financial statementsidecfor 2006, 2007 and 2008, the financial resofit€hipMOS Taiwan and its subsidiaries,
ThailLin, ChipMOS Japan and ChipMOS USA, ChipMOS ki Modern Mind and its wholly-owned subsidiaryjgBhOS Shanghai.

Adoption of new and revised ROC SFAS and Interpieata issued by the Accounting Research and Dewsdop Foundation*@RDF”)

Commencing from January 1, 2008, the Company addpf\S No. 39 “Share-based Payment”. Prior to adotf SFAS No. 39, employee
stock-based compensation has been accounted fer tirintrinsic value based method. After the éidopof SFAS No. 39, employee stock-
based compensation has been measured at theltarofahe options at grant date using an optidnatéon model. The total stock-based
compensation expense resulting from stock optismscluded in the consolidated statement of opamatiThe stock-based compensation
recorded using fair value for the year ended Deeer8lh, 2008 amounted to NT$39,809 thousand.

Commencing from January 1, 2008, the Company addpterpretation No. 96-052 issued by the ARDF..(8®-052). Prior to adoption of

No. 96-052, bonuses to employees, directors anergisprs were recorded as an appropriation ofmethearnings when they are paid out. After
the adoption of No. 96-052, bonuses to employdesctdrs and supervisors were accrued and recandide consolidated statements of
operations according to the Company’s Articlesnziorporation. The adoption of No. 96-052 has nstilted in any financial impact for the year
ended December 31, 2008.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Going concern

The accompanying consolidated financial statemieawe been prepared assuming that the Companyamilintie as a going concern. The
Company has incurred a loss of NT$7,270,245 thalganthe year ended December 31, 2008 and hacunegnt liabilities of NT$227,275
thousand as of December 31, 2008 that raise suledtdoubt about its ability to continue as a goaamcern.

The consolidated financial statements do not irelailly adjustments that might result from the outoffthis uncertainty. It is management'’s
plan to generate additional working capital byirgjsadditional capital from investors and/or obtfirancing to continue operations in 2009.

Management'’s plans with regards to these issuegsdi@lows:
1. negotiation with bank creditors for extension ggagment terms of bank loa

2. negotiation with the holders of the convertibtees due 2009 for extension of repayment datestructuring the convertible notes due
2009

3.  raising new investment capital, either in the farhequity or loan:
4.  reorganization of the Compg's businesse

On April 6, 2009, Bank of Taiwan issued a letteCtaipMOS Taiwan informing ChipMOS Taiwan that thenk creditors whose loan amounts
aggregated over 50% of the total bank loans d@8@9 to 2013 formally agreed to the extension ahleepayment and amendments on other
terms and conditions on these loans (see Note 22a).

After the extension of the repayment, a significambunt of principal to be paid originally in 2088d 2010 will be deferred to 2011 and
thereafter according to the new agreement (see 2Rag

The Company has commenced to reorganize its bissinds the last quarter of 2008 with the objeatizeaving sufficient cash to keep the
Company operating as a going concern:

. through consolidation of production lines and efiation of unprofitable/lo-making services and produt

. through implementation of cost reduction measungsayroll and operating expenses by reducing 10%pmaer, reducing salaries of
senior management of 20% to 50% and enforcing dripaive

. through suspension of spending on capital expergituthe following two year

The ability of the Company to continue as a goiagoern is dependent upon its ability to succegsadcomplish the plans described in the
preceding paragraphs and eventually attain prdéitaperations. The accompanying financial statemdatnot include any adjustments that
might be necessary if the Company is unable toicoatas a going concern.

Concentration of credit risk

Financial instruments that potentially subject@@mpany to a concentration of credit risk consistash, accounts and other receivables.

At December 31, 2008, the Company had credit nigdosure of uninsured cash in banks of approximatdl$6,722,894 thousand (US$205,217
thousand).

A substantial portion of revenue is earned frormalsnumber of customers on credit and generalthovit any requirement of collateral, except
for ProMOS Technologies Inc. (ProMOS) (Note 19).

The Company had two customers that had balancesegithan ten percent of total notes and accoestivable as of December 31, 2007 and
2008, respectively:

December 31

2007 2008
Related part(Note 19)
ProMOS 34% 20%
Third party
Spansion LLC (Spansiol 19% 41%

Credit evaluation of each customer is performedrasdrves for potential credit losses are mainthine
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Use of estimates

The preparation of consolidated financial stateseaquires management to make estimates and judgthen affect the recorded amounts of
assets, liabilities, revenue and expenses of tmep@ay. The Company continually evaluates thesenastss, including those related to
allowances for doubtful amounts, inventories, uskfes of properties, income tax valuation allowes, pension plans and the fair value of
financial instruments. The Company bases its estisnan historical experience and other assumptiehigh it believes to be reasonable under
the circumstances. Actual results may differ frémase estimates under different assumptions andtmored

Cash equivalents
Repurchase notes with original maturity dates oégtmonths or less are classified as cash equigalen

Financial assets at fair value through profit aoes|

Financial assets at fair value through profit @slinclude investments for trading purposes ansktliesignated as financial assets reported
value, with the subsequent changes in fair valoegeized in earnings.

Held-to-maturity investments and investments with no aatingket

Held-to-maturity investments and investments withactive market are carried at amortized cost utsiageffective interest method. The
Company assesses at each balance sheet date vithetieeis any objective evidence that the investmare impaired. If there is objective
evidence that an impairment loss has been incutimecamount of the loss is recognized and measag¢lde difference between the investment's
carrying amount and the present value of estimfatiede cash flows discounted at the investmentigiteal effective interest rate. The carrying
amount of the investment shall be reduced eithectdy or through use of an allowance account. dineunt of the loss shall be recognized in
profit or loss.

If, in a subsequent period, the amount of the immpant loss decreases and the decrease can bel relgeetively to an event occurring after the
impairment was recognized, the previously recoghirgairment loss shall be reversed either direatlipy adjusting an allowance account. The
reversal shall not result in a carrying amounthef investment that exceeds what the amortizedvwomsid have been had the impairment not t
recognized at the date the impairment is reverBee.amount of the reversal shall be recognizedofitpor loss.

Allowance for doubtful receivables

The allowance for doubtful receivables reflecténestes of the expected amount of the receivablgstite Company will not be able to collect.
The Company first examines the available informmatiegarding any customer that the Company has meadgelieve may be unable to meet its
financial obligations. For these customers, the @amy uses its judgment, based on the available &aut circumstances, and records a specific
allowance for that customer against amounts duedoce the receivable to the amount that is exgeotbe collected. These specific allowances
are reevaluated and adjusted as additional infoomég received. Secondly, for all other custom#rs,Company maintains an allowance based
on a range of percentages applied to aging caegyorhese percentages are based on our histavlEdton and write-off experience.

Additional allowances may be required in the futifitbe financial condition of our customers or geal economic conditions deteriorate, and
this additional allowance would reduce the Compamgt income.

Allowances for sales returns and discounts

Allowances for sales returns and discounts areigeavbased on the sales returns from past expesisnch provisions are deducted from sales
and the related costs of products are deducted é¢ashof products sold.

Inventories

Inventories are stated at the lower of standartl (@dsch approximates actual weighted average aost)arket value. Unbilled processing
charges incurred are included in finished goodsvamidk in progress and are stated at actual costkdl@alue represents replacement cost for
raw materials and net realizable value for finisgedds and work in progress.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Longterm investments

Investments in shares of stock of companies wheéheirfCompany exercises significant influence orra@nal or financial decisions are
accounted for using the equity method. Under thetgenethod, the investments are initially carr@ctost and subsequently adjusted for the
proportionate equity of the Company in the net memr 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. However, in caseswthe Company guarantees the obligations or igvitted to provide further financial
support to an investee, or if the investee’s lossegsemporary and evidence sufficiently shows imant return to profitability in the foreseeable
future, then the Company continues to recognizstigse in the net loss of the investees. (Thetirguiredit balances of the long-term
investments are presented as part of other redewéiom related parties.)

Translation adjustments resulting from the procggsanslating the investees’ financial statemémtis the functional currency of the Company
are recorded as cumulative translation adjustniartte statement of changes in shareholders’ equity

Property, plant and equipment and employee dorgnliaildings

Property, plant and equipment and employee dorgntiaildings (presented as part of Other Assetsyeated at cost less accumulated
depreciation. Major additions, renewals and improgsts are capitalized while maintenance and repagrexpensed currently.

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; furniture aixdures, 1 to 5 years; tooling, 1 to 2 years; tmmgation equipment, 5 years; and leasehold
improvements, the lower of lease term or 1 to l&ryeSalvage value is considered when determihi@dpasis of depreciated assets. If items of
property, plant and equipment and employee dorsnibaildings are still in good condition and useditithe end of their original service lives,
salvage value is depreciated over any extendedlugef

Upon sale or disposal of items of properties, tated cost and accumulated depreciation are resfoom the accounts, and any gain or loss is
credited or charged to current income.

Intangible assets

Intangible assets are recorded at cost excepifuatibn from the government, which is measureaiatvilue. Subsequent to their initial
recognition, the book values are the cost and theiemental value that resulted from revaluatidnua accumulated amortization and
impairment loss.

Amortization is computed using the straight-linetinoel. The Company reevaluates the residual valienated useful lives, and amortization
method at least once every year. Changes in theedhotors will be regarded as changes in accogietatimate.

Deferred charges

Deferred charges are amortized using the straigbtrhethod over the following periods: technology¥Ww-how, 5 years; technology license fe
5 years; software, 2 to 4 years; bond issuance,casing the average method.

Goodwill and negative goodwill

Goodwill arising on consolidation represents theess of the cost of acquisition over the Compaimgézest in the fair value of the identifiable
assets and liabilities of an investee companyet#ie of acquisition. Goodwill is recognized agaset and carried at cost less accumulated
impairment.

Goodwill arising on the acquisition of an assocw@ta@ jointly controlled entity is included withthe carrying amount of the associate or jointly
controlled entity. Goodwill arising on the acquisit of subsidiaries is presented separately irbtlance sheet.

Negative goodwill arising on consolidation reprasahe excess of the Compasynterest in the fair value of the identifiablsets and liabilitie
of an investee company over the cost of acquiséiahe date of acquisition. Negative goodwilllis@ated to the related assets according to the
method applied to identify net assets at the poéacquisition.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Asset impairment

The Company reviews its long-lived assets, inclggiroperties, assets leased to others and defehezdes, to look for any indication that an
asset may be impaired as of the balance sheetAtatmpairment loss is recognized whenever theverable amount of the asset of the cash-
generating unit is below the carrying amount ofaset. If there is an indicator that an asset redaynpaired, then the Company calculates the
recoverable amount of the asset or the cash-gémgratit. Recoverability is determined by comparihg carrying value of the asset (or asset
group) on the date it is tested for recoverabtlityhe sum of the undiscounted cash flows expedctedsult from its use and eventual disposition.

After the recognition of an impairment loss, the@eiation (amortization) charged on the assetsljigsted in future periods by the revised
carrying values of the assets (net of accumulatgzhirment), less their salvage value, on a sysierhasis over their remaining useful lives.

If an asset impairment loss (excluding goodwilljggersed, the increase in the carrying value tieguirom the reversal is credited to current
income or debited to accumulated impairment todase the carrying value of the asset to its reateramount. However, loss reversal is
limited to the carrying value (net of depreciatmramortization) of the asset as if the impairntead not been recognized.

Goodwill is tested for impairment on an annual asgardless of whether there is any indicatioimpairment. Recognized impairment losses
of goodwill cannot be reversed.

Revenue recognition

Revenue from testing and assembly services is giyneecognized upon shipment of tested and assrg#@miconductors to locations
designated by customers, including the Companyésiiral warehouse for customers using the Compamgtehousing services. Revenue from
product sales is recognized when title of prodacts risks of ownership are transferred to custopgenserally upon shipment of the products.
Other criteria that the Company uses to determinenito recognize revenue are: (1) existence ofipsige evidence of the services provided,
(2) customers’ fixed commitment to purchase thelpots, (3) the selling price is fixed or determilesdind (4) collectibility is reasonably
assured.

The Company does not take ownership of: (1) barecductor wafers received from customers thassembles into finished semiconductors,
and (2) assembled semiconductors received fromub®mers that it tests. The title and risk of lesgains with the customer for those bare
semiconductors and/or assembled semiconductorardiogly, the customer-supplied semiconductor nigeare not included in the
consolidated financial statements.

These policies are consistent with provisions e $tiaff Accounting Bulletin No. 101, as revisedMyy. 104, issued by the United States
Securities and Exchange Commission, or U.S. SEC.

The Company does not provide warranties to custemmerept in cases of defects in the assembly ssrpiovided and deficiencies in testing
services provided. An appropriate sales allowascedognized in the period during which the sakeé®gnized, and is estimated based on
historical experience.

Government grant

A government grant is recognized at its fair vadae credited to the income statement. Where the getates to an asset, the fair value is
credited to a deferred income account and is reézedras income over the periods necessary to nla¢ctelated amortization of the asset, on a
systematic basis.

Research and development costs

Research and development costs consist of expeaditcurred during the course of planned reseandhravestigation aimed at discovery of
new knowledge which will be useful for developinganproducts or production processes, or signiflgahancing existing products or
production processes, and the implementation df fuough design and testing of product alternativeconstruction of prototypes. All
expenses incurred in connection with the Compargssarch and development activities are chargedrtent income.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Pension and retirement costs

Defined benefit pension costs are recorded basedtorarial calculations. Provisions for pensionti€ase accrued based on actuarially
determined amounts which include service costréiste amortization of unrecognized net transitibligation and expected return on pension
assets. Unrecognized net transition obligationmisréized over 15 years.

Retirement benefit contributions are made to aiperscheme and/or retirement funds, the asset$imhvware managed by independent
investment firms and/or government agencies. Cmutions are made based on a percentage of the geasicsalaries and bonus, if applicable,
and are charged to the income statement as incurred

Income tax

The Company has adopted the inter-period incomaltagation method. Deferred income tax assetsearegnized for the tax effects of
deductible temporary differences, unused tax cseditd operating loss carryforwards and thosexafle temporary differences are recognized
as deferred income tax liabilities. A valuatioroalnce is provided for deferred tax assets thahareertain to be realized. A deferred tax asset
or liability is classified as current or non-curréased on the classification of the related amskability. However, if a deferred asset or ligtyi
cannot be related to an asset or liability in tharicial statements, then it is classified as curoe non-current based on the expected reversal
dates of the temporary difference.

Any tax credit arising from the purchase of machiequipment and technology, research and devedapexpenditures, personnel training, or
investments in important technology-based entegpsisecognized as incurred.

Adjustments of prior years' tax liabilities are &didto or deducted from the current year’s tax [wiowi.

Income taxes (10%) on unappropriated earnings gettby ChipMOS Taiwan and ThaiLin are recordedraexpense in the year when the
stockholders have effectively resolved that eamstwall be retained.

Alternative Minimum Tax (AMT) has been effectivetime ROC since January 1, 2007. The calculatior Brsincome tax payment should be
either the taxable income calculated by the AMTsphk exemptions granted under other laws, taxéteaiate of 10% as set by the Executive
Yuan of the ROC, or that calculated in accordanitke the AMT, whichever is higher. The Company ird#s the effect of the AMT for
ChipMOS Taiwan and ThailLin in the current incorme paovision.

Advertising costs
Advertising costs included in sales and marketixgeases are expensed when incurred.

Derivative financial instruments

Foreign currency forward exchange contracts (fodwamtracts), entered into for purposes other treding, are recorded as follows: the
differences in the New Taiwan dollar amounts tratesl using the spot rates as of the contract dat¢hee amounts translated using the
contracted forward rates are amortized over thragef the forward contract using the straight-limethod. At the balance sheet dates, the
receivables or payables arising from forward cansrare restated using the prevailing spot ratddtenresulting differences are recognized in
income. Also, the receivables and payables relaté¢ioe forward contract are netted and the regutiet amount is presented as either an asset o
liability.

The aggregate amount of the foreign currency tadggiired or sold under European option contractgred into as a hedge of anticipated
transactions, is not recorded as an asset oriétliabhe amounts received on options written éimel amounts paid on options purchased are
amortized using the straight-line method over gientof the contract. The gains arising from thereise of the options or the losses arising from
options not exercised are recognized as adjustnieth® carrying values when the hedged transacionrs.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Foreigncurrency transactions

Foreign-currency transactions, except for derivafimancial instruments, are recorded in New Taidalfars at the rates of exchange in effect
when the transactions occur. Gains or losses negudtbm the application of different foreign excluyge rates when cash in foreign currency is
converted into New Taiwan dollars, or when fore@mrency receivables or payables are settled,rabted or charged to income in the year of
conversion or settlement. On the balance shee$ déke balances of foreign-currency assets antlitied are restated at the prevailing exchange
rates and the resulting differences are chargedrt@nt income except those foreign currenciesedénated investments in shares of stock
where such differences are accounted for as ttamsladjustments under stockholders’ equity. RO@SNo. 14, “Accounting for Foreign-
Currency Transactions,” applies to foreign operstjavith the local currency of each foreign sulasiglias its functional currency. The financial
statements of foreign subsidiaries are translatedNew Taiwan dollars at the following exchangesaassets and liabilities—current rate;
shareholders’ equity—historical rates; income axgkases—weighted average rate during the yearr&huting translation adjustment is
recorded as a separate component of shareholdgrity.e

Earnings per share

Earnings per share is calculated by dividing nebvime by the weighted average number of sharesaoulisig in each period, adjusted
retroactively for stock dividends and stock bonusesed subsequently. Diluted earnings per shélecte the potential dilution of securities by
including other potential common stock equivalemsluding stock options and warrants, and conlkstsecurities in the weighted average
number of common shares outstanding for the yediuiive.

The following table reconciles the denominatoratcalate basic and diluted earnings (loss) pereshar

December 31

2006 2007 2008
(in thousands)
Basic number of shart 68,78: 80,30t 83,89
Add: stock option: 2,72% 2,17¢ —
convertible note 16,79: 25,72¢ —
Diluted number of share 88,29¢ 108,20° 83,89

The following table reconciles the numerator tacuoldte basic and diluted earnings per share:

Year ended December 31

2006 2007 2008
NT$ NT$ NT$ VES)
(in thousands)
Net income (loss 2,121,34; 2,219,20: (7,270,24) (221,92
Add: interest expense and other expenses (nexp 85,83! 403,31( — —
Income (loss) available to common stockholderssidplifor the effects of assume
exercise of options and conversion of nc 2,207,17. 2,622,51; (7,270,24) (221,92)

Stockbased compensation

Employee stock-based compensation has been acddontat fair value at grant date using an optiafugation model. Share appreciation rights
have been accounted for using the fair value metBadh-settled stock appreciation rights have beeognized as a liability.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continuec

Convertible notes

Convertible notes issued before January 1, 2008 aecounted for in accordance with SFAS No. 21thns, the related interest premium
payable and amortization of discount or premiunusthbe recognized.

Convertible notes issued after January 1, 2008@lieinto liability and equity components. If arae@rtible debt instrument has an embedded

or put option feature, the assessment of whetlgecah or put option is closely related to the raedbt contract is made in accordance with SFAS
No. 34. If the derivatives embedded in the conkrthotes are not closely related to the host dettract, the put and call option features are
carried at fair value with gains and losses in ie@ The other conversion features are recordedjuiity.

The excess of the stated redemption price ovepdhealue is accrued as compensation interest papabr the redemption period, using the
effective interest method.

When holders of convertible notes exercise thaiiveosion right, the book value of the note is detito common stock at an amount equal to
the par value of the common stock and the excesgdited to capital surplus. No gain or loss ogrnized upon conversion of notes.

TRANSLATION INTO U.S. DOLLAR AMOUNTS

The Company maintains its accounts and expressesritsolidated financial statements in New Taiwalfads. For convenience purposes, U.S.
dollar amounts presented in the accompanying ciaaet financial statements have been translated Kew Taiwan dollars to U.S. dollars at
the noon buying rate in the City of New York fobtatransfers as certified for customs purposethéy-ederal Reserve Bank of New York a
December 31, 2008, which was NT$32.76 to US$1.6@s& convenience translations should not be caustas representations that the New
Taiwan dollar amounts have been, or could in theréube, converted into U.S. dollars at this or ather rate of exchange.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND DSS

December 31
2007 2008
NT$ NT$ Uss$
(in thousands)
Stock 254.47( 102,137 3,11¢
Oper-ended fund: 301,13¢ — —
Fair value 555,60 102,137 3,11¢

The market value of open-ended funds is basedemtrket price at year-end.

ChipMOS Taiwan acquired 3,500 thousand sharesaW S in 2007.

As of December 31, 2008, ChipMOS Taiwan held 4 @@usand (2007: 4,201 thousand) shares of comnock ef ProMOS and ThaiLin held
3,600 thousand (2007: 3,600 thousand) shares afhconstock of ProMOS. (Note 19)
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5.  HELD-TO-MATURITY INVESTMENTS

December 31

2007 2008
NT$ NT$ us$
(in thousands)
Bonds — 250,00( 7,631

The bonds were acquired from ProMOS to offset goeivables from ProMOS. It carries interest ataberage of Chunghua Post and Bank of
Taiwan’s one year fixed deposit rate plus 1.275% il mature on September 1, 2009. (Note 19)

6. ALLOWANCE FOR DOUBTFUL RECEIVABLES AND SALES RETURMLLOWANCES
The changes in the allowances are summarized lagvéol

Year Ended December 31

2006 2007 2008

NT$ NTS NT$ Us$
(in thousands)

Balance, beginning of ye. 401,29¢ 160,65¢ 260,59¢ 7,95¢

Additions 52,58t¢ 130,03¢ 2,292,22! 69,97(

Reversa (16,357 (30,09 (119,81%)  (3,657)

Write offs (276,877) — — —

Balance, end of ye: 160,65¢ 260,59¢ 2,433,01: 74,26¢

7.  INVENTORIES- NET

December 31

2007 2008
NT$ NT$ us$
(in thousands)

Finished good 97,69 414,16¢ 12,64
Work in progres: 190,95! 108,78 3,321
Raw material 818,74 580,71¢ 17,72¢

1,107,39; 1,103,67. 33,69(
Less- allowance for losse (63,777) (102,14 (3,119

1,043,621 1,001,52! 30,572

The changes in the inventory valuation allowancessammarized as follows:

Year Ended December 31

2006 2007 2008
NT$ NT$ NT$ US$
(in thousands)
Balance, beginning of ye. 93,69: 107,63¢ 63,77: 1,947
Additions 20,30¢ — 41,70¢ 1,27:
Reversals (6,360) (43,86¢) (3,339 (102)
Balance, end of ye: 107,63¢ 63,77 102,14 3,11¢
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8. LONG-TERM INVESTMENTS

December 31

2007 2008
Carrying % of Carrying % of
Value Ownership Value OwnerShip
NT$ NT$ uss$

(in thousands, except percentage interest
Equity method
Ultima Technology Corp. (Ultima Technolog — 30 — — 30
Cost method

Best Home Corp. Ltd. (Best Hom — 19 — — 19
Sun Fund Securities Ltd. (Sun Fui 249,16° 17 249,16° 7,60¢ 17
DigiMedia Technologies Co., Ltd. (DigiMedia Caym: 198,66t 11 198,66t 6,06¢ 11
Validity Sensors Inc. (preferred shar 19,95¢ — 19,95¢ 60¢ —
Tashee Golf & Country Clu 10 — 10 — —
Less: Accumulated impairme 109,78)) (329,969 (10,072)
358,01 137,83¢ 4,207
Investments with no active mark
Bonds — 400,00( 12,21(
Less: current portio — (100,000 (3,057)
358,01 437,83: 13,36¢

The net income (loss) of Ultima Technology for ylears ended December 31, 2006, 2007 and 2008 wascmunted for by the Company as
investment was fully impaired since 2006.

The summarized financial information for Ultima Teology is as follows:

2007 2008
NT$ NT$ Us$
(in thousands)
Current assetl 1,98¢ 2,00¢ ﬁ
Non-current liabilities 19,36¢ 14,97¢ 457
Current liabilities 15€ 157 =5
Year Ended December 31
2006 2007 2008
NT$ NT$ NT$  US$
(in thousands)
Net income (loss (74,339 2,211 459: 14C
In July 2006, the Company exchanged its 14,550s¢#0d shares of DigiMedia Technology Co., Ltd. fd88 thousand shares of DigiMedia

Cayman.

During 2006, impairment losses of NT$57,779 thodsaare recognized in respect of investment in Uitiiechnology. The investment in
Ultima Technology was fully impaired as of DecemBg&r 2006.

During 2007, impairment losses of NT$8,735 thousaatk recognized in respect of investment in SumdFu

During 2008, impairment losses of NT$21,517 thodsamd NT$198,666 thousand were recognized in régppémvestment in Sun Fund and
DigiMedia Cayman.

The bonds were acquired from ProMOS to offset doeivables from ProMOS. They are recoverable in fiestallments of NT$100,000
thousand each on June 28 of each year up to Jur2®238. The portion recoverable on June 28, 2009ckassified as current assets. They carry
interest at Chinfon Bank’s one year fixed depat¢ iplus 1.375%. (Note 19)
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9.

10.

PROPERTY, PLANT AND EQUIPMEN™- NET
Accumulated depreciation consists of the following:

December 31

2007 2008
NT$ NT$ us$
(in thousands)

Buildings and auxiliary equipme 2,040,88: 2,654,07. 81,01¢
Machinery and equipme 21,930,19 26,572,10 811,11
Furniture and fixture 603,04° 796,84 24,32:
Transportation equipme 22,87¢ 26,93¢ 822
Tools 1,699,622 2,259,28. 68,96¢
Leasehold improvemen 1,62¢ 1,04¢ 32

26,298,24  32,310,28 986,27:

As of December 31, 2008, certain of the above Inglksland machinery were mortgaged as collaterdbfag-term loans (Note 15).

INTANGIBLE ASSETS-NET

December 31

2007 2008

NT$ NT$ us$
(in thousands)

Land use right:

Cost 196,45 133,00 4,06(C
Accumulated amortizatio (16,029 (25,20 (769
Carrying value 180,43: 107,79 3,291

During the year ended December 31, 2008, the Coynghaposed of part of its land use rights at a ghiNT$69,524 thousand.

The amortization charge for 2008 amounted to NT$R fBousand (2007: NT$2,848 thousand, 2006: NT&2tBOusand). The weighted average
amortization period is 50 years (2007: 50 yearkg @stimated aggregate amortization charge fdiivtbgears ending December 31, 2009, 2010,
2011, 2012 and 2013 amounts to approximately NTOEBtBousand each year.
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11.

BANK LOANS

Unsecured loan:

Loans for import of machinen

US$1,458 thousand, repayable by January 2008, himteiest at 6.24384¢
US$9,069 thousand, repayable by February 2008 ahimmterest at 5.95% 6.24384%
US$14,580 thousand, repayable by March 2008, arintgaest at 5.74696¢- 6.3399%
US$336 thousand, repayable by April 2008, annuatést at 5.6237¢

US$120 thousand, repayable by June 2008, anneaésitat 5.679

JPY203,220 thousand, repayable by January 2008aaimerest at 1.425412- 1.46%
JPY712,118 thousand, repayable by February 200R8izhinterest at 1.42¢- 1.6081%
JPY40,650 thousand, repayable by June 2008, aitaedst at 1.4757¢- 1.6%
US$101 thousand, repayable by June 2009, anneabsitat 2.3769- 2.661734%
JPY55,140 thousand, repayable by May 2009, anntexest at 1.449¢

Loans for import

JPY494,401 thousand, repayable by February 2008izhinterest at 1.4334"- 1.4704%
NT$74,530 thousand, repayable by May 2009, anmiitest at 1.829- 2.47%
NT$42,029 thousand, repayable by June 2009, anmgaést at 1.829- 2.488%
JPY338,263 thousand, repayable by May 2009, annteakst at 1.41015% 1.45877%
JPY65,343 thousand, repayable by June 2009, anrtaedst at 1.49683¢

Loans for working capital

NT$500,000 thousand, repayable by January 200Qzhimterest at 2.09- 3.0%
NT$699,000 thousand, repayable by February 2008yadrinterest at 1.7¢- 3.48%
NT$500,000 thousand, repayable by April 2009, ahimierest at 2.5379
NT$150,000 thousand, repayable by May 2009, anintexest at 2.89
NT$360,000 thousand, repayable by June 2009, amnmeatst at 1.769- 3.3%
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December 31

2007 2008

NT$ NT$ uss$
(in thousands)

47,28: — —
294,11 — —
472,82¢ — —

10,891 — —

3,892 — —

58,87: — —
206,30: — —

11,77¢ — —

— 3,30¢ 101
— 20,01¢ 611
143,22¢ — —
= 74,53( 2,27%
— 42,02¢ 1,28:
— 122,78¢ 3,74¢
— 23,72 724
— 500,000 15,26¢
— 699,00 21,33}
— 500,000 15,26¢
— 150,00( 4,57¢
— 360,000 10,98¢
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11. BANK LOANS (continued)

NT$90,000 thousand, repayable by October 2009, arnmierest at 2.47¢
NT$160,000 thousand, repayable by February 2008yadnnterest at 2.51¢

-2.53%

December 31
2007 2008
NT$ NT$ Uss$
(in thousands)
— 90,00( 2,747
— 160,00( 4,88
1,249,190 2,745,391  83,80:

Unused credit lines of short-term bank loans, a3exfember 31, 2008, totaled approximately NT$6 802 thousand, which will expire from

January 2009 to December 2009.

The weighted average interest rate for bank loaas 3% per annum in 2008 (2007: 5.5% per annum).

12. OTHER PAYABLES- THIRD PARTIES

Miscellaneous factory expens
Others

13. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIE

Accrued bonu:
Others

14. CONVERTIBLE NOTES

Convertible note
Less: current portio

December 31
2007 2008
NT$ NT$ Uss$
(in thousands)
256,94: 135,05: 4,122
347,20  492,99. 15,04¢

604,14 628,04: 19,17

December 31
2007 2008
NT$ NT$ uss$
(in thousands)
537,28: 259,82: 7,931
349,45! 209,61 6,39¢

886,73t 469,43 14,33(

December 31

2007 2008

NT$ NT$ Uss$
(in thousands)

5,090,49 161576, 49,32
(3,014,93) (1,541,63) (47,059

2,075,55! 74,12¢ 2,26:




Table of Contents

14.

CONVERTIBLE NOTES (continuec

Convertible notes due 2009 (CN due 2009)

On November 3, 2004, ChipMOS Bermuda issued US$85/ousand (NT$2,784,600 thousand) CN due 2008.C due 2009 bear interest
at 1.75% per annum. The noteholders may converbatstanding notes into common shares of ChipMO$nBda, initially at the conversion
price of US$7.85, at any time during the periodifrihe 41stday after the latest original issuance date ofthtes to the close of business on the
fifth business day before the stated maturity daibject to prior repurchase or redemption. Thevemsion price was subject to certain
adjustments. On November 3, 2005, the conversime pras adjusted to US$6.28 per share from thialimibnversion price of US$7.85 per
share, pursuant to the terms of the CN due 2008 nTdrket price of the Company’s stock on Novemb@085 was US$6.00. There is no fixed
discount to the common shares’ market price inti@ao conversion. On December 20, 2004, ChipM@&ida repurchased US$699
thousand (NT$22,899 thousand) of the CN due 200%cdhversion had taken place during 2005, 20072808.

On October 18, 2006, noteholders of CN due 2009@ted US$7,000 thousand (NT$229,320 thousandjgnegate principal amount into
1,114,649 common shares of ChipMOS Bermuda purgad@hipMOS Bermuda' induced conversion offer, dated October 17, 2B0O@suant t
the induced conversion offer, ChipMOS Bermuda pgigroximately US$490 thousand (NT$16,052 thoustmtt)e converting noteholders.

The noteholders of CN due 2009 had an option tee&hipMOS Bermuda to repurchase for cash allpmréon of the notes on November 3,
2006 at a repurchase price equal to 100% of theipal amount of the notes plus any accrued andidripterest to, but excluding, the date of
repurchase (put option). On November 3, 2006, Cld@Bermuda repurchased US$6,300 thousand (NT$20&88sand) CN due 2009
pursuant to the put option. After November 3, 20@8¢eholders may cause ChipMOS Bermuda to repued@sCN due 2009 only upon the
occurrence of certain fundamental changes.

At any time on or after November 3, 2006, the Conypaay also at its option redeem the notes for eashprice equal to 100% of the principal
amount of the notes plus accrued and unpaid irti€esn whole or in part, if the market pricetbé Company’s common shares has been at
least 130% of the conversion price for at leastr@8ing days during any 30 consecutive tradingmiyod, or (b) in whole only, if at least 90%
of the initial aggregate principal amount of théasohave been converted, repurchased or redeewrdédpton).

During 2008, ChipMOS Bermuda repurchased CN du® 208%$2,000 thousand (NT$65,520 thousand), US$11toffsand (NT$360,360
thousand), and US$2,000 thousand (NT$65,520 thddgamAugust 29, September 9, and December 2, ctgely.

The CN due 2009 have been classified as currabilifies as of December 31, 2008 as they will maton November 3, 2009.

Convertible notes due 2011 (CN due 2011

On September 29, 2006, ChipMOS Bermuda issued U5$00 thousand (NT$3,276,000 thousand) CN due 2¥4 CN due 2011 bear
interest at 3.375% per annum. The noteholders rmayest any outstanding notes into common shar€hgdMOS Bermuda, initially at the
conversion price of US$6.85, at any time duringghaod from the 41 day after the latest original issuance date ofitites to the close of
business on the fifth business day before thedstagturity date, subject to prior repurchase oenggtion. The conversion price will be subject
to certain adjustments. No conversion had takecepiiuring 2006, 2007 and 2008. On November 29, ,208ipMOS Bermuda repurchased
US$1,000 thousand (NT$32,760 thousand) of CN dudd .20

On May 23, 2008, ChipMOS Bermuda repurchased U3$ltidousand (NT$46,355 thousand) of CN due 2011Jue 2, June 13, June 17, and
June 30 2008, ChipMOS Bermuda repurchased US$Hhao@and (NT$163,800 thousand), US$8,660 thouddm@iZ83,702 thousand),
US$1,000 thousand (NT$32,760 thousand), and US@2fusand (NT$65,520 thousand) of CN due 201 pectively.

The noteholders of CN due 2011 have an option tee&hipMOS Bermuda to repurchase for cash allparéon of the notes on September 29,
2008 at a repurchase price equal to 100% of theipal amount of the notes plus any accrued andidripterest to, but excluding, the date of
repurchase (put option). On September 29, 200§NBIS Bermuda repurchased aggregate principal U8638housand (NT$2,577,065
thousand) pursuant to the put option offer. Aftep@mber 29, 2008, noteholders may cause ChipMO@& Wk to repurchase the CN due 2011
only upon the occurrence of certain fundamentahgka.

At any time on or after September 29, 2008, the @y may also at its option redeem the notes feln eaa price equal to 100% of the
principal amount of the notes plus accrued and idnipgerest, (a) in whole or in part, if the marleice of the Company’s common shares has
been at least 130% of the conversion price foeadt 20 trading days during any 30 consecutivengadhy period, or (b) in whole only, if at
least 90% of the initial aggregate principal amarfrthe notes have been converted, repurchaseztieemed (call option).

The CN due 2011 have been reclassified as longltehitities as of December 31, 2008.
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15.

LONG-TERM LOANS

Syndicated bank loans within guarantee provide€bypMOS Taiwan, repayable annually from
August 2009 to August 2011, interest at floatintg 8.15313% as of December 31, 20

Syndicated bank loans collateralized by equipmepiayable quarterly from December 2003 to
September 2008, interest at floating rate (2.945%f&ecember 31, 200

Syndicated bank loans collateralized by equipnrepiayable quarterly from June 2004 to Marct
2008, interest at floating rate (4.58% as of Decan®d, 2007

Bank loans collateralized by equipment, repayahbkatgrly from February 2005 to November 2C
interest at floating rate (3.01% as of December2BDy7)

Syndicated bank loans collateralized by equipnrepayable quarterly from June 2005 to Decer
2010, interest at floating rate (2.945% and 2.58%fdDecember 31, 2007 and 2008,
respectively’

Syndicated bank loans collateralized by equipmepiayable ser-annually from November 20C
to May 2010, interest at floating rate (4.33% ar@D% as of December 31, 2007 and 2008,
respectively

Syndicated bank loans collateralized by buildimgpayable in September 2009, interest at float
rate (3.845% and 3.535% as of December 31, 2002@d8, respectively

Syndicated bank loans repayable quarterly from Ma@09 to September 2009, interest at floating

rate (3.685% as of December 31, 20

Bank loans, repayable quarterly from February 2008ovember 2009, interest at fixed rate of
4.69%

Bank loans collateralized by equipment, repayahbkatgrly from March 2006 to December 2010,
interest at floating rate (3.05% and 2.55% as afdbgber 31, 2007 and 2008, respectiv

Industrial research and development advancemen; émdlateralized by time deposits in amount
NT$11,500 thousand, repayable quarterly from Jgn2@06 to April 2010, interest at fixed rat
of 1%

December 31

2007

2008

NT$

64,08

141,92

87,50¢

323,47t

625,00(

500,00(

250,00(

264,00(

16,17¢

Syndicated bank loans, repayable in April 200&riext at floating rate (3.995% as of December 31,

2007)

Syndicated bank loans collateralized by equipnmepayable semi-annually from April 2008 to
April 2011, interest at floating rate (3.48% an#l5% as of December 31, 2007 and 2008,
respectively’

Syndicated bank loans collateralized by equipnmepayable semi-annually from June 2010 to
December 2012, interest at floating rate (3.3615%30127% as of December 31, 2007 and
2008, respectively

Bank loans collateralized by equipment, repayahbkatgrly from July 2006 to April 2008, interes
fixed rate of 3.2%
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500,00(

6,000,001

1,000,001

50,00(

NT$
(in thousands)

2,443,60!

215,65:

375,00(

500,00(

375,00(

125,00(

176,00(

9,701

4,285,71.

2,100,001

uss

74,591

6,58%

11,445

15,26:

11,44%

3,81¢

5,372

29¢

130,82:

64,10
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15.

LONG-TERM LOANS (continued

Bank loans collateralized by equipment, repayabkatgrly from September 2008 to June 2011,

interest at floating rate (2.4049% as of Decemle2808)

Bank loans repayable quarterly from December 2008eptember 2011, interest at floating rate

(2.48% as of December 31, 20(

Bank loans, repayable quarterly from September 200ine 2009, interest at floating rate (3.589

of December 31, 200°

Bank loans, repayable quarterly from December 20@ecember 2009, interest at floating rate

(3.41% and 2.37% as of December 31, 2007 and 268@ectively’

Bank loans collateralized by buildings, repayalmisannually from June 2009 to December 201
interest at floating rate (3.51% and 2.45% as afddgber 31, 2007 and 2008, respectiv

Bank loans, repayable quarterly from September 2008arch 2011, interest at floating rate (2.37%

as of December 31, 200

Bank loans, repayable quarterly from March 201Dégember 2013, interest at floating rate (3.21

as of December 31, 200

Bank loans collateralized by buildings, repayalgimisannually from April 2010 to October 2011,

interest at floating rate (2.45% as of December2BD8)

Bank loans collateralized by equipment, repayabkatgrly from May 2007 to February 2012,
interest at floating rate (3.405%~3.419% and 2.82@8%419% as of December 31, 2007 and 2!

respectively

Bank loans collateralized by land and buildingpaseable quarterly from September 2008 to June

2009, interest at floating rate (5.7675% as of Dewer 31, 2007

Bank loans collateralized by land and buildingpaseable quarterly from December 2008 to July
2009, interest at floating rate (6.17% and 3.97128%f December 31, 2007 and 2008,

respectively

Bank loans collateralized by land and buildingpaseable quarterly from December 2008 to
September 2009, interest at floating rate (6.3725%3.89688% as of December 31, 2007 and

2008, respectively

Bank loans collateralized by land and buildingpasgble quarterly from December 2008 to AugL
2009, interest at floating rate (6.2275% and 3.9H5%f December 31, 2007 and 2008,

respectively

Bank loans collateralized by land and buildingpaseable quarterly from March 2009 to September
2009, interest at floating rate (5.895% and 4.2@8%f December 31, 2007 and 2008,

respectively’
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December 31

2007

2008

NT$

150,00(

355,50(

800,00(

1,112,52i

64,86(

12,97:

129,72:

24,32

55,13

NT$
(in thousands)

250,00(

275,00(

177,50(

800,00(

300,00(

100,00(

300,00(

1,078,57!

3,28(

65,60(

12,30(

27,88(

uss

7,631

8,39«

5,41¢

24,42

9,15¢

3,05:

9,15¢

32,92«

10C

2,00z

37t

851



Table of Contents

15.

LONG-TERM LOANS (continued

December 31
2007 2006
NT$ NT$ US$
(in thousands)

Bank loans collateralized by land and buildingpaseable in October 2009, interest at floating (8t87875%

and 4.97875% as of December 31, 2007 and 200&atsgly) 1,297 1,312 40
Bank loans collateralized by land and buildingpasgble in November 2009, interest at floating rate

(5.64625% and 4.065% as of December 31, 2007 a08, 28spectively 3,20€  3,24: 99
Bank loans collateralized by land and buildingpaseable quarterly from March 2009 to November 2009,

interest at floating rate (5.60313% and 3.49875%f&ecember 31, 2007 and 2008, respectiv 32,43( 24,60( 751
Bank loans collateralized by land and buildingpaseable quarterly from March 2009 to November 2009,

interest at floating rate (5.65625% and 3.42125%f&»cember 31, 2007 and 2008, respectiv 87,56: 66,42( 2,02¢
Bank loans collateralized by land and buildingpasgble quarterly from March 2009 to December 2009,

interest at floating rate (5.625% and 2.66375%fd3ezember 31, 2007 and 2008, respectiv 59,99¢ 45,51( 1,38¢
Bank loans collateralized by land and buildingpaseable quarterly from June 2009 to December 2i0®&est

at floating rate (5.5275% and 2.65% as of Decer8theP007 and 2008, respective 8,10¢  8,20( 25C
Bank loans collateralized by land and buildingpaseable in December 2009, interest at floating (a8l 75%

and 2.63% as of December 31, 2007 and 2008, resplgl! 2,36¢  2,39¢ 73
Bank loans collateralized by land and buildingpasgable in December 2009, interest at floating (a8175%

and 2.63% as of December 31, 2007 and 2008, respigd! 2,271 2,30z 70
Bank loans collateralized by land and buildingpaseable in January 2010, interest at floating (a1£9625%

and 3.91313% as of December 31, 2007 and 200&atsgly) 22,88: 23,14« 70€
Bank loans collateralized by land and buildingpasgble in January 2010, interest at floating (at£9469%

and 3.89375% as of December 31, 2007 and 2008 ctreply) 21,427 21,667 661
Bank loans collateralized by land and buildingpaseable in January 2010, interest at floating (6.t£8688%

and 3.88438% as of December 31, 2007 and 2008 cteply) 19,08¢ 19,30« 58¢
Bank loans collateralized by land and buildingpageable in January 2010, interest at floating (6t£8438%

and 3.9% as of December 31, 2007 and 2008, respbdt 28,96¢ 29,29¢ 894
Bank loans collateralized by land and buildingpasgable in January 2010, interest at floating (&t&7% anc

3.97125% as of December 31, 2007 and 2008, respBot 5,47¢ 5,53t 16¢
Bank loans collateralized by land and buildingpasgble in January 2010, interest at floating (at&7406%

and 3.95688% as of December 31, 2007 and 2008 ctreply) 2,49: 2,521 77
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15. LONG-TERM LOANS (continued

December 31

2007 2008

NT$ NT$ uss$
(in thousands)

Bank loans collateralized by land and buildingpasgble in January 2010, interest at

floating rate (6.12688% and 3.91625% as of Decer8be2007 and 2008, respective 32,30¢ 32,67 997
Bank loans collateralized by land and buildingpasgble in February 2010, interest at

floating rate (6.11438% and 3.91375% as of DecerBbeP007 and 2008, respective 9,16t 9,26¢ 283
Bank loans collateralized by land and buildingpaseable in March 2010, interest at floati

rate (6.2625% and 3.9175% as of December 31, 2002@08, respectively 1,10¢ 1,122 34

Bank loans collateralized by land and buildingpaseable quarterly from June 2009 to Me
2010, interest at floating rate (6.27875% and 388as of December 31, 2007 and 2008,

respectively 37,78 38,21 1,16¢€
Bank loans collateralized by land and buildingpasgable in March 2010, interest at float

rate (5.94125% and 4.775% as of December 31, 2002@08, respectively 5,662 5,72¢ 17¢%
Bank loans collateralized by land and buildingpasgable in March 2010, interest at floating

rate (5.94438% and 4.8525% as of December 31, 2002008, respectivel 47E 481 15
Bank loans collateralized by land and buildingpaseable in April 2010, interest at floatil

rate (6.02125% and 5.175% as of December 31, 20802@08, respectively 5,72t 5,79(C 177
Bank loans collateralized by land and buildingpasgble in April 2010, interest at floating

rate (5.87875% and 4.97875% as of December 31, 2002008, respectivel 15,51 15,68¢ 47¢
Bank loans collateralized by land and buildingpaseable in April 2010, interest at floating

rate (5.80563% and 4.5% as of December 31, 2002@d8, respectively 1,871 1,897 58

12,934,37 14,362,11 438,40

Less- current portior (3,686,211 (4,603,63) (140,526

9,248,15 9,758,47! 297,87¢

Unused credit lines of long-term bank loans as e¢@nber 31, 2008 totaled approximately NT$5,475tBbdsand.

Under syndicated bank loans facility agreementi@B®S Bermuda, ChipMOS Taiwan and ThaiLin are reegiito maintain certain financial
ratios. ChipMOS Bermuda and ThaiLin were in commwith the financial ratio requirements as of ®aber 31, 2008. Pursuant to a bank
creditors meeting hosted by Bank of Taiwan on Fatyd3, 2009, ChipMOS Taiwan was waived from coarpie of the financial ratio
requirements as of December 31, 2008. (Note 22a)

As of December 31, 2008, certain land and buildirgduding land use rights) and machinery withagigregate net book value of NT$3,620,
thousand and NT$10,594,450 thousand, respectiaetytime deposits in an aggregate amount of NT®D1t}sousand were mortgaged as
collateral for the long-term loans.
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15. LONG-TERM LOANS (continued

Future minimum principal payments under the lomgatébans as of December 31, 2008 are as follows:

2009
2010
2011
2012
2013

16. PENSION PLAN
ChipMOS Taiwan and ThaiLin have established definedefit pension plans for all of their regular éoyees, which provide benefits based on

Amount
NT$ uss$
(in thousands)

4,603,63 140,52
4,473,76! 136,56
4,125,70. 125,93’

974,01 29,73
185,000 5,647
14,362,11 438,40

the length of service and the average monthly gétarthe six-month period immediately before retirent.

ChipMOS Taiwan and ThaiLin make monthly contribngpequal to 2% of salaries and wages, to a pefisimhthat 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 JU005. The new pension scheme is a defined borish scheme. All new employees who
join or joined ChipMOS Taiwan and ThailLin afteryldl, 2005 must participate in the new scheme. Exjgmployees can choose to stay with
the old scheme or to join the new scheme. Undenénescheme, ChipMOS Taiwan and ThaiLin are requioecontribute 6% of the employees’

salary into the employees’ own pension fund accoor@naged by the government.
The employees of ChipMOS Shanghai are requireditiicipate in a central pension scheme operatetidjocal municipal government.

Contributions are made based on a percentage ehtipdoyees’ salaries and bonuses, if applicable aa@ charged to the income statement as

incurred.

Certain pension information is as follows:
a. Net pension cos

Service cos

Interest cos

Projected return on plan ass
Amortization

Curtailment los:

Year Ended December 31
2006 2007 2008
NT$ NT$ NT$ Uss$
(in thousands)

1,68¢  1,66:  1,58¢ 48
7,79C  8,73F 1239  37¢
(4,740 (5,500 (7,865  (240)
53 53 53 2
78C  3,42¢ 6,666 202
5571  837¢ 12,83 391
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16. PENSION PLAN (continuec
b.  Reconciliation of the fund status of the plan acdraed pension co

Year Ended December 31
2006 2007 2008
NT$ NT$ NT$ US$
(in thousands)

Actuarial present value of benefit obligatic

Vested benefit obligatio 1,02¢ 1,081 50€ 15
Nonvested benefit obligatic 141,40¢ 226,67 236,48( 7,21¢
Accumulated benefit obligatic 142,43t 227,75¢ 236,98t 7,23¢
Additional benefits based on future salal 175,20¢ 239,94¢ 261,26¢ 7,97¢
Projected benefit obligatic 317,64! 467,70( 498,25! 15,20¢
Plan assets at fair vali (199,99) (249,63) (291,53) (8,899
Projected benefit obligation in excess of plan & 117,65- 218,06 206,72: 6,30¢
Unrecognized net transition obligati (610) (557) (504) (15)
Unrecognized prior service cc — — 4,617 141
Unrecognized net ga (69,477  (205,24%) (218,665 (6,679
Accrued pension cost (prepaid pensi 47,57. 12,26! (7,829 (239)

c.  Actuarial assumption

2006 2007 2008
Discount rate used in determining present va 2.7%% 2.88% 2.3t%
Future salary increase re 4.25% 4.25% 4.25%
Expected rate of return on plan as: 2.7%% 3.0(% 2.38%

d. Changes in pension fur

Year Ended December 31

2006 2007 2008
NTS NT$ NTS US$
(in thousands)
Company contribution 39,65¢ 43,70¢ 32,78( 1,001

Payment of benefit — — — _

17. SHAREHOLDER? EQUITY

Under ROC Company Law, capital surplus can onlydesd to offset deficits, except that capital susglanerated from (1) donations (donated
capital) or (2) the excess of the issue price tivepar value of capital stock (including stoclsued for new capital and mergers, and the
purchase of treasury stock) can be transferredpiat as stock dividends when no deficit remaims$ shareholders approve such distribution.

ChipMOS Taiwan'’s Articles of Incorporation provitieat the following may be appropriated from theuawalated net income, after deducting
any previously accumulated deficit and 10% legaéree, subject to shareholders’ approval: (a) 18%cmuses to employees, (b) not more than
0.5% as remuneration to directors and supervigoys, special reserve, if deemed necessary, ardi(idends to shareholders.

ThaiLin’s Articles of Incorporation provide thatdfiollowing may be appropriated from the accumulatet income, after deducting any
previously accumulated deficit and 10% legal resesubject to shareholders’ approval: (a) not nloae 0.5% as remuneration to directors and
supervisors, (b) not less than 10% as bonuses ptogees, and (c) dividends to shareholders butesstthan 50% should be distributed as cash
dividends to shareholders.

These appropriations and the disposition of theairimg net income shall be resolved by the shadshslin the following year and given effect
in the financial statements of that year.
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17. SHAREHOLDER¢ EQUITY (continued;

The aforementioned appropriation for legal resshadl be made until the reserve equals the aggrggatvalue of ChipMOS Taiwan'’s and
ThaiLin’s outstanding capital stock. The reserve oaly be used to offset a deficit, or when itsabake has reached 50% of the aggregate par
value of the outstanding capital stock of ChipMQ@wan and ThailLin, and up to 50% thereof can beidiged as stock dividends.

Stock Options

The Share Option plan provides that the direcwffgiers, employees and consultants of ChipMOS BRefanand its affiliates may be granted
options to purchase common shares of ChipMOS Beanatidpecified exercise prices.

The following table summarizes information abowicktoptions outstanding at December 31, 2008.

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
Uss$ US$ US$
2003 1.7425 440,001 2.05 0.25 70,001 81,250 135,000 153,750
~3.70 October ~ October ~ October ~ October ~
November November November November
2004 2005 2006 2007
2004 3.60 1,633,175 3.60 0.25 303,325 382,300 468,750 478,800
~6.63 ~7.80 April ~ April ~ April ~ April ~
August August August August
2005 2006 2007 2008
2006 48110 1,784,563 5.66 0.25 63,000 453,422 443,201 412,470 412,470
~5.7205 ~6.73 August, August ~ August ~ August ~ August ~
2006 December December December December
2007 2008 2009 2010
2007 3.6380 1,644,677 4.28 0.25 63,000 406,049 391,920 391,855 391,853
~6.4770 ~7.63 August, January ~ January ~ January ~ January ~
2007 December December December December
2008 2009 2010 2011
2008 0.1870 3,756,147 0.22 0.25 80,000 921,567 921,360 921,180 912,040
~2.9750 ~3.50 August ~ January ~ January ~ January ~ January ~
November December December December December
2008 2009 2010 2011 2012
9,258,562

Commencing from January 1, 2008, the Company haléealpSFAS No. 39 for stock options issued to em@ds in accounting for its stock
option plans. Therefore, NT$236,621 thousand (UE%¥thousand) of compensation expense has beegnieed with NT$63,131 thousand
(US$1,927 thousand) (2007: NT$37,336 thousand)goedcounted for through the statement of operatibhe Company issued 3,981,487
(2007: 1,884,400) stock options in 2008 to its exgees. In 2008, 763,229 (2007: 228,631) stock aptigere forfeited, 1,180,738 (2007: nil)
stock options were expired and 127,850 (2007: 88%,6tock options were exercised, leaving 9,258(2687: 7,348,893) stock options

outstanding at December 31, 2008.

Share Appreciation Rights

The share appreciation rights plan provides thatihectors, officers and employees of ChipMOS Betanand its affiliates may be granted cash-
settled share appreciation rights.
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17. SHAREHOLDER? EQUITY (continued;
The following table summarizes information abowrghappreciation rights outstanding at Decembe208.
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
2006 4.8110 943,380 5.66 0.25 248,839 246,557 223,992 223,992
~5.720¢ ~6.73 August ~ August ~ August ~ August ~
Decembe Decembe Decembe Decembe
2007 2008 2009 2010
2007 3.6380 430,500 4.28 0.25 120,000 103,500 103,500 103,500
~6.477( ~7.62 January ~ January ~ January ~ January ~
Decembe Decembe Decembe Decembe
2008 2009 2010 2011
2008 0.1870 511,650 0.22 0.25 127,935 127,923 127,896 127,896
~ 2.975( ~3.50 January - January - January - January ~
Decembe Decembe Decembe Decembe
2009 2010 2011 2012
1,885,53(
During the year, 623,285 (2007: 582,000) rightseagmanted, 367,890 (2007: 152,475) rights wereeftadl and nil (2007: 1,500) rights were
exercised. As of December 31, 2008, there weres1538 (2007: 1,630,135) share appreciation rightstanding.
The Company recognized a reversal of compensatipense of NT$52,371 thousand (US$1,599 thousafd@)7(INT$28,534 thousand) in
respect of share appreciation rights at fair value.
18. INCOME TAX EXPENSE

a. Areconciliation of income tax expen- current before tax credits and income tax expensa@me (loss) before income tax at statu

rates is shown belov

Tax on pretax income (loss) at (
Tax on pretax income (loss) at applicable statutatgs

Tax effect:
Losses carried forwat
Tax exempt incom
Permanent difference
Temporary difference

Income tax expens— current before tax credi

The ROC statutory tax rates for 2006, 2007 and 208& 25%.

Year Ended December 31

2006 2007 2008
NT$ NT$ NT$ Uss$
(in thousands)

1,354,89,  1,459,39  (1,117,42) (34,109
(246,35)) (4,125 227,73¢ 6,95-
(165,76() (35,069 134,17: 4,09t
(106,79) (58,429 460,27: 14,04¢
(108,07) (126,13 647,47( 19,76¢

727,91. 1,235,65! 352,22¢ 10,751

The PRC statutory rates for 2006, 2007 were 33%2808 was 25%.
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18. INCOME TAX EXPENSE (BENEFIT) (continuec

b. Income tax expense consists
Year Ended December 31
2006 2007 2008
NTS NTS NTS Us$
(in thousands)
Income tax expens— current before tax credi 727,91. 1,235,65! 352,22¢ 10,75
Additional 10% on the unappropriated earni 111,06¢ 171,597 166,31t 5,07
Income tax credit (506,285 (723,599 (165,909 (5,069
Separate and foreign income — 44 — —
Income tax for the current ye 332,69 683,69° 352,63 10,76+
Net change in deferred income tax assets (liadsljtfor the yea
Tax credits (206,92) 172,17- (22,86) (69¢)
Temporary difference 94,54’ 126,13( (647,47() (19,769
Losses recognize 6,764 4,12¢ (227,739 (6,9572)
Valuation allowance 280,35¢ (250,859 867,94 26,49¢
Losses carried forwat 133,73: — — —
Adjustment of prior yea’ taxes (4,677 32,96¢ (201,71) (6,157
Income tax expens 636,49¢ 768,23" 120,79: 3,681

Since the Company is an exempted company incogubiatBermuda, a taftee country, tax on pretax income is calculatethatBermud
statutory rate of 0% for each year.

ChipMOS Taiwan, under Science Park Regulationspigled to an exemption from ROC income taxesafperiod of four years on
income attributable to the expansion of its productapacity as a result of purchases of new ecgempriunded by capital increases. 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 the follogvthree years. Tax losses can only be carrieddahfor five years. ChipMOS Shang!
is subject to PRC income tax at 25%.

C. Deferred income tax assets and liabilities are sarimed as follows

December 31

2007 2008

NT$ NT$ uss
(in thousands)

Net current deferred income tax ass

Unrealized foreign exchange los: 2,321 (1,207 (37
Tax credits — 302,77¢ 9,24:
Loss of market price decline and obsolete and-moving inventorie: 13,73« 21,17¢ 64€
Unrealized loss on sale allowant 53,27¢ 26,68: 81E
Allowance for doubtful receivable — 573,00 17,49:
Others 15,74¢ 12,69¢ 387
85,08( 935,13! 28,54«

Less: Valuation allowance — (579,419 (17,686
85,08( 355, 71¢ 10,85¢

Net nor-current deferred income tax liabilitie

Losses carried forwat 134,75- 612,32¢ 18,69!
Tax credits 946,30. 666,39: 20,34
Depreciation difference (736,419 (667,73() (20,387
Unrealized impairment loss on idle fixed as: 10€ 15C 5
Others 308,99: 398,32 12,15¢
653,73 1,009,46: 30,81t

Less: Valuation allowance (834,13) (1,243,18) (37,949

(180,400  (233,72) (7,13

The deferred income tax components are measuredective applicable statutory rates as of Dece®be2007 and 2008.
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18.

19.

INCOME TAX EXPENSE (BENEFIT) (continuec

d.

The balance and year of expiry of unused investrigentredits and losses carried forward as of Déegr@1, 2008 are as follow

Losses

R&D Machinery carried
expenditures and equipmen forward
NT$ NTS$ NT$
Year of expiry (in thousands)
2009 34,14¢ 267,63: —
2010 — 322,71. 26,32¢
2011 59,45! 165,73¢ 93,15¢
2012 44,98¢ 74,50¢ 123,28
2013 and afte — — 369,56:
138,58! 830,58¢ 612,32¢

The deferred tax assets relate to investment &ditsron research and development expenditure amth@ses of machinery and equiprn
which will expire from 2009 to 2012. Under ROC t&gulations, tax credits can be utilized to reduaeent income tax obligations only
the extent of 50% of such income tax obligationsegt in the year when such tax credits will exgimeyhich case, the entire amount of
expiring tax credits may be utilized to reduce¢heent income tax obligation. The foregoing lirtiia on the utilization of tax credits, tl
expiry dates of the tax credits, the level of teedits expected to be generated from future operai@nd the level of non-taxable income
attributable to the four-year income tax holidaycapacity expansion led management to concludattisatinlikely that these investment
tax credits will be fully realized. Losses carrfedwvard can be used to deduct current income téigatipns up to the extent of taxable
income and will expire after ten years if not fulliilized by the Company. Accordingly, a valuatafowance on deferred tax assets is
recognized as of December 31, 2007 and 2008.

The tax losses of ChipMOS Shanghai will expirerditee years.

According to ROC tax law, ChipMOS Taiwan’s arfthiLin’s unappropriated earnings generated in 1®888thereafter are subject to a tax
of 10% in the year when the shareholders resolaestich earnings shall be retained. The retainedngs as of December 31, 2007 and
2008 consist of

December 31

2007 2008

NT$ NT$ us$
(in thousands)

Before 199¢ — — —
1998 and thereafte 8,246,74. 1,756,60 53,62(

8,246,74. 1,756,60  53,62(
The income tax returns of ChipMOS Taiwan and Thaihrough 2006 have been assessed by the tax giethor

RELATED PARTY TRANSACTIONS
The Company engages in business transactions lvatfollowing related parties:

a.

b
C.
d.
e

MVI: A major shareholdel

DenMOS Technology Inc. (DenMOS): An investee of M
ProMOS: Aninvestee of MVI.

SPIL: A major shareholde

Mou-Fu: An investee of MVI
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19. RELATED PARTY TRANSACTIONS (continuec

The significant transactions with the aforement@parties, other than those disclosed in otherspate summarized as follows:

During the yea
Revenue

ProMOS
DenMOS
SPIL

Rental revenu
MVI
ProMOS

Purchases of materic
ProMOS
SPIL

Operating expense
Management expens
Mou-Fu

Other expense
MVI
DenMOS

Other revenu
SPIL
ProMOS

Interest incomt
ProMOS

Fee for shareholde’ services
Mou-Fu

At the end of yea

Financial assets at fair value through profit aosb

Stock
ProMOS
Notes receivabl
ProMOS
Accounts receivabl
ProMOS
DenMOS

Less: Allowances for doubtful receivabl

Other receivable
ProMOS

Less: Allowances for doubtful receivabl

Year Ended December 31

2006

2007

2008

NT$ NT$ NT$ Us$
(in thousands)
5,529,27. 6,883,74! 3,114,14! 95,05¢
125,04( 32,15¢ 8,77¢ 26€
83 — — —
5,654,391 6,91590 3,122,92! 95,32
2,16( — — —
9,371 15,60( — —
11,53: 15,60( — —
_ — 164,60¢ 5,02¢
— 53 — —
— 53 164,60¢ 5,02¢
1,95( — — —
144 14¢ 14¢€ 5
— 13 — —
144 161 14¢ 5
62 — — —
73 1,96¢ — —
13E 1,96¢ — —
— — 252 8
2,52( — — —
December 31
2007 2008
NT$ NT$ Us$
(in thousands)
67,871 18,95 57¢
— 195,00( 5,952
1,602,101 578,12( 17,64,
2,87¢ 35¢ 11
(106,149 (578,120 (17,647
1,498,83 35¢ 11
11,92: 36,26¢ 1,107
— (6,265 (197)
11,92: 30,00( 91€
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19.

20.

RELATED PARTY TRANSACTIONS (continuec

December 31

2007 2008

NT$ NT$ Us$
(in thousands)

Long-term accounts receivak
ProMOS 449,82 — —

Other payable
MVI 13 13 —

In the period from July to December 2003, MVI tri@meed its DRAM business to ProMOS. As a resul§229% and 18% of the Company’s
2006, 2007 and 2008 sales were made to ProMOSpiiteewas agreed upon quarterly, based on thefiemarket price. The collection term
for ProMOS is 75 days after month end, while otle¢sited parties have normal collection terms oflégs after month end. The selling price is
the same as for other customers.

On November 13, 2008, ChipMOS Taiwan and ProMO$eelthe subcontracting contract by requiring Pr@o provide wafers with a value
of 80% of the subcontracting fee as collateral.

In 2006, ThaiLin acquired motor vehicles from itegident Lafair Cho at NT$1,400 thousand.

The payment terms for purchases from related gaatie the same as those from other suppliers.

In 2007, ChipMOS Taiwan sold tooling to ProMOS &i#§,528 thousand.

The long-term accounts receivable from ProMOS bigdiesest at 4.69% per annum and is repayable brubey 15, 2008.

In 2008, ProMOS used its machinery of NT$407,4@&udand, and bonds of NT$250,000 thousand and NT$@0@housand, to settle the
payable to ChipMOS Taiwan.

The other receivables from ProMOS carries an istes£3.51% per annum and was secured by 4,06 s#imoushares of ChipMOS Bermuda.

The Company consults its ROC counsel on certaatedlparty transactions and obtains legal opiniassppropriate, to ensure that such
transactions do not violate relevant ROC laws aglliations.

RESTRICTED CASH AND CASH EQUIVALENT?

December 31

2007 2008
NT$ NT$ US$
(in thousands)
Current:
Time deposits (maturing from January 2009 to JanR8£t0) 53,51¢ 51,99: 1,587
Deposit for letters of cred 33,45¢ 7,49¢ 22¢
86,97t 59,48t 1,81¢
Non-current:
Time deposits (maturing in December 20 29,98: 11,50( 351
116,95¢ 70,98t 2,16’

Time deposits are pledged as collateral for the @ony’'s customs duties payable, letters of creditrasearch and development subsidy loans.
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21. SIGNIFICANT COMMITMENTS AND CONTINGENCIES

a. As of December 31, 2008, ChipMOS Taiwan leasedgis of land from the Hsinchu and Tainan Scidtexd under several agreements
expiring on various dates from 2017 to 2026, withawal options

The future minimum lease payments under the abometioned leases as of December 31, 2008 are asvfoll

ﬂ Amount

NT$ Us$

(in thousands)
2009 20,20¢ 617
2010 20,20¢ 617
2011 20,20¢ 617
2012 20,20¢ 617
2013 20,20¢ 617
Thereaftel 101,93¢ 3,111
Total minimum lease paymer 202,96¢ 6,19¢

b.  As of December 31, 2008, ChipMOS USA leased itkeffinder an agreement expiring in 20
The future minimum lease payments under the abosetioned lease as of December 31, 2008 are asviollo

Year Amount
NT$ US$
(in thousands)
2009 3,66¢ 112
2010 3,14t 96
Total minimum lease paymer 6,81¢ 20¢

c. Asof December 31, 2008, ChipMOS Taiwan leased imach under an agreement expiring in 20
The future minimum lease payments under the abometioned leases as of December 31, 2008 are asvfll

ﬂ Amount
NT$ Us$
(in thousands)
2009 1,541,73. 47,06
2010 737,39(  22,50¢
2011 38,68 1,181
Total minimum lease paymer 2,317,80. 70,75]

d. As of December 31, 2008, ChipMOS Taiwan hadtahpommitments in relation to construction of ta@ts, dormitories and purchase of
plant and machinery in the amount of NT$324,842igand (US$9,916 thousan

e. As of December 31, 2008, ThaiLin had capital catments in relation to construction of factorideymitories and purchase of plant and
machinery in the amount of NT$146,362 thousand @}&8 thousand

f. As of December 31, 2008, ChipMOS Shanghai had @agtmmitments in relation to construction of faws, dormitories and purchase
plant and machinery in the amount of NT$14,052 tlamal (US$429 thousant

g. On October 16, 2006, Freescale Semiconductor(‘IRreescale”) unilaterally terminated an “Immiyrdgreement” (the “Agreement”),
ChipMOS Taiwan and Freescale, formerly part of Mol@, Inc. (“Motorola”), entered into in 1999 foh{pMOS Taiwan'’s alleged breach
of the Agreement. Under the Agreement, ChipMOS &aiwromised to pay royalties and licensee feesdtwiMla for using certain patel
owned by Motorola. Freescale replaced Motorola jparty to the Agreement, after Freescale was sffuroon Motorola. Freescale has
alleged that ChipMOS Taiwan breached the Agreeigffiailing to pay royalties on certain packagesagded by ChipMOS Taiwan.
Freescale claims that such packages are coveredebgr more Freescale patents identified in theedgrent while ChipMOS Taiwan
contends that such packages are not covered byadegts in the Agreement, or, if covered, thosergatare invalid. As such, ChipMOS
Taiwan argues Freescale’s unilateral terminatiotmefAgreement has no legal effect. ChipMOS Taitvas continued to make royalty
payments for products it believes are covered byAtireement. Any payments returned by Freescale bagn deposited in a separate
escrow account. If Freescale initiates a lawsuiip®IOS Taiwan expect to vigorously defend itselfieTCompany’s counsel has not
formed any opinion as to the outcome of the c
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21. SIGNIFICANT COMMITMENTS AND CONTINGENCIES (continu®

h.

On April 20, 1999, ChipMOS Taiwan entered inteemiconductor packaging technology license agreemi¢h Tessera Technologies,
Inc. (Tessera). Under this agreement, ChipMOS Tiaiagreed to pay a license fee of US$500 thousathé aayalty fee at a certain
percentage of the net sales of certain productsMBS Taiwan paid the total license fee of appraadiety US$500 thousand (NT$15,888
thousand) in 1999 and amortized the amount overabsyusing the straight-line method. ChipMOS Taiaio paid approximately
US$500 thousand (NT$16,708 thousand) in 2004 asuthmilative production and sales quantity of praslbearing Tessera Compliant
Chip packages did not meet the commitment schextuget forth in the agreement. In February 200M0OS Taiwan and ChipMOS
USA received notice of a patent infringement lawbobught by Tessera, alleging infringement of salV&essera patents and breach of an
existing license agreement with ChipMOS Taiwan. gding to Company’s counsel, previously scheduéed @liscovery has been stayed
in accordance with a Northern District of Calif@r@ourt order issued on May 24, 2007. The Compantirtues preparation for trial once
the stay is lifted. On April 21, 2008, Tessera esjad that the International Trade Commission (lifi@¢stigate ChipMOS Bermuda,
ChipMOS Taiwan and ChipMOS USA (collectively refstrto as the Companies) on the basis of allegddtiins of Section 337 of the
Tariff Act of 1930. In its request for investigatioTessera alleged that the Companies infringetdiogoatents among which are three that
were the subject of the stayed litigation in thetNern District of California. Tessera also reqedghat the ITC issue an exclusion orde
enjoin the importation of accused products intolinéted States. On May 21, 2008, the ITM grantedséea’s request for an investigation.
Prior to this ruling, the Companies had filed a ptaint for declaratory judgment in the Eastern Bisiof Texas seeking a ruling that the
additional patent was invalid or not infringed I tCompanies. The request for declaratory judgmestalso stayed pending completion
of the ITC investigation. On March 13, 2009, attex close of discovery, Tessera submitted a reqadstminate the proceedings at the
ITC. The ITC has not ruled on this request. Litigatin the Northern District of California and tBastern District of Texas may resume
once the ITC completes a companion investigati@iresg other companies. The Company’s counsel hia®rmed an opinion as to the
outcome of the cas

22. POST BALANCE SHEET EVENT:

a.

On January 14, 2009 a meeting was arranged ipMOS Taiwan with all the banks that have loand Wil become due in 2009 to 2013
for an extension of repayments and amendmentshan térms and conditions on these loans (“amendsijert bank creditors’ meeting
hosted by Bank of Taiwan, the largest bank creditais held on February 13, 2009 to discuss ChipM@&i&an’s request for an extension
of loan repayment and amendments. At the meetingas resolved that the extension of loan repayraedtamendments be approved and
applicable to all bank creditors with loans du2@®9 to 2013 once the bank creditors with loansid@®09 to 2013 whose loans
aggregated over 50% of the total bank loans d@28@9 to 2013 agreed. On April 6, 2009, Bank of Taivissued a letter to ChipMOS
Taiwan informing ChipMOS Taiwan that the bank ctedi whose loan amounts aggregated over 50% dbthkbank loans due in 2009
2013 formally agreed to the extension of loan repayt and amendments. According to the repaymesetsitd proposed in the meeting
held on February 13, 2009, the Company’s futurammm principal payments under the short and lomgrteank loans as of

December 31, 2008 will be as follov

Amount
NT$ Uss$
(in thousands)

Shor-term bank loan

2009 289,27( 8,83(
2010 129,26¢ 3,94¢
2011 2,326,85. 71,02i

2,745,39 83,80:

Amount
NT$ Uss$
(in thousands)

Long-term bank loan

2009 1,404,01; 42 ,85¢
2010 1,725,64 52,67¢
2011 5,568,02. 169,96
2012 3,335,291  101,81(
2013 1,984,14. 60,56¢
Thereaftel 345,00( 10,531

14,362,11  438,40¢

On February 19, 2009, ChipMOS Taiwan terminatedstheice agreement with Spansion as the receivabdes default for over 30 day
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23.

DERIVATIVE FINANCIAL INSTRUMENTS

ChipMOS Taiwan has entered into forward exchangeraots and foreign currency options for the yesided December 31, 2006, 2007 and
2008 to hedge its exchange rate risk on foreigmeciy assets or liabilities and anticipated tratisas. No derivative financial instrument was
used during 2008. Information on the derivativesactions is as follows:

a. Forward exchange contrac
As of December 31, 2007 and 2008, there were retanding forward contracts.

Net exchange gains on forward exchange contraats W&$2,257 thousand, NT$123 thousand and nilferyears ended December 31,
2006, 2007 and 2008, respectively.

b.  European optiol

ChipMOS Taiwan expects to receive U.S. dollars fitmexport sales and to pay Japanese yen fanjisiitation of materials, machinery
and equipment. It has entered into European-styksdn currency option contracts with banks to leeeigchange rate risks. As of
December 31, 2008, ChipMOS Taiwan had no outstgnfdireign currency option contracts. For the yeateel December 31, 2007, the
realized loss on valuation of financial assets %853 thousand was recognized to reduce the gadlispaesal of investments.

C. Transaction risk

1) Credit risk. The banks with which the Companyg batered into the above contracts are reputabletl@refore, the Company is
not expected to be exposed to significant creslits:

During the current year, we experienced significanikection problems for our services provided toNOS and Spansion. We
have fully impaired the amounts receivable fromNP@$5 and Spansion as recoverability is remote.

2) Market risk and hedge strategy. The Companyp®sed to market risks arising from changes inenay exchange rates due to
U.S. dollar denominated accounts receivable, Yemwuenated accounts payable and U.S. dollar dendedrdebt. In order to
manage these exposures, the Company sometimes enteforward contracts and option contra

3) Liquidity and cash requirements. The cash flow negoents with respect to the Comp’s forward contracts are limited to t
periodic premium payments and the net differenéelseocontracted settlement rates. On the othed heall/put options may not
have to be exercised at all in cases where thHesgtrice is higher/lower than the related markéetepat exercise date

d. The estimated fair values of the Compg’s financial instruments are as follov

December 31

2007 2008
Carrying Carrying
Value Fair Value Value Fair Value
NT$ NTS NT$ NTS US$
(in thousands)

Assets
Cash and cash equivalel 5,133,581 5,133,58/ 6,651,900 6,651,900 203,05(
Restricted cash and cash equivalt 86,97¢ 86,97" 59,48 59,48¢ 1,81¢
Financial assets at fair value through profit aoss 555,60t 555,60¢ 102,13 102,13 3,11¢
Held-to-maturity financial asse — — 250,00( 250,00( 7,631

Notes receivabl

Related partie — — 195,00 195,00( 5,957

Third parties 28,03: 28,03: 14,17: 14,17« 433
Accounts receivable

Related partie 1,498,83. 1,498,83: 35¢ 35¢ 11

Third parties 3,795,831 3,795,831 1,296,52] 1,296,52! 39,57¢
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23. DERIVATIVE FINANCIAL INSTRUMENTS (continued,;

December 31

2007 2008
Carrying Carrying
Value Fair Value Value Fair Value
NT$ NT$ NT$ NT$ us$
(in thousands)

Assets
Other receivables

Related partie 11,92: 11,92 30,00( 30,00( 91€

Third parties 31,17¢ 31,17¢ 172,23¢ 172,23¢ 5,257
Long-term investment 358,01° 358,01° 137,83¢ 137,83 4,207
Investments with no active mark — — 400,00( 400,00( 12,21(
Restricted cash and cash equivalt 29,98: 29,98t 11,50( 11,50( 351
Refundable deposi 36,51 36,51 35,42¢ 35,42¢ 1,081
Long-term accounts receival-related partie 449,82 429,67" — — —
Liabilities
Bank loans 1,249,191 1,249,191 2,745,399 2,745,39! 83,80:
Accounts payable

Third parties 976,14° 976,14° 477,87 477,87 14,587
Other payables

Related partie 13 13 13 13 —

Third parties 604,14! 604,14! 628,04 628,04: 19,171
Payables to contractors and equipment supf 454 07! 454,07" 251,55° 251,557 7,67¢
Convertible notes (including current portic 5,090,49 5,001,76. 1,615,76. 1,438,18: 43,90(
Long-term loans (including current portio 12,934,37 12,934,37  14,362,11  14,362,11 438,40
Guarantee deposi 7,45¢ 7,45¢ 3,81( 3,81( 11€

Fair values of financial instruments were deterrdiae follows:

1)  Shor-term financial instrument market values

2)  Financial assets at fair value through profit aves— market values

3) Held-to-maturity investment— amortized cosl

4)  Long-term investment— market value for listed companies and net equityeséor the others
5) Investments with no active mark- amortized cost

6) Refundable deposits and guarantee dep- future values

7) Long-term accounts receival-related partie— discounted at applicable interest r

8) Long-term liabilities — based on forecasted déshis discounted at current interest rates of lsimiong-term liabilities. The fair value of
convertible notes in 2007 and 2008 is determinedrbgption pricing model. Other lorigkm liabilities are their carrying values as thesy
floating interest rate:

The fair value of non-financial instruments was imatuded in the fair values disclosed above. Adawgly, the sum of the fair values of the
financial instruments listed above does not eduaffair value of the Company.
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24. SEGMENT AND GEOGRAPHIC INFORMATIOM

The Company engages mainly in the research andagewent, manufacturing, assembly and testing ofie@maductors. In accordance with
Statement of Financial Accounting Standards (SHA&)131, “Disclosures about Segments of an Entsemind Related Information” (“SFAS
No. 131"), the Company’s chief operating decisioaker has been identified as the Chief Executivéc®ff who reviews these segment results
by Testing, Assembly, Testing and Assembly for L&ial other Flat-Panel Display Driver Semiconductanen making decisions about
allocating resources and assessing the perfornadribe Company. Financial segment information regpiby SFAS No. 131 is as follows:

a. Semiconductor testing, assembly and LCD and otht-panel display driver semiconductors servit

2006
Corporate &
Segment Other Consolidated
Testing Assembly LCD Totals Assets Totals
NT$ NTS NTS NT$ NTS NTS
(in thousands)
Revenue from custome 9,340,09: 6,589,56! 4,445,52. 20,375,18 — 20,375,18
Cost of revenue 5561,12 5141,19. 3,551,02. 14,253,34 — 14,253,34
Segment gross prof 3,778,96! 1,448,37! 894,49° 6,121,84. — 6,121,84.
Depreciation and amortizatic 3,199,75! 941,49¢ 1,402,82! 5,544,08: 14,75¢ 5,558,84.
Segment asse 16,032,999  6,232,56. 8,223,91. 30,489,47 15,522,39  46,011,86
Expenditure for segment ass 8,654,920 3,171,80° 3,888,81. 15,715,54 2,21: 15,717,76
2007
Corporate &
Segment Other Consolidated
Testing Assembly LCD Totals Assets Totals
NT$ NTS NTS NT$ NTS NTS
(in thousands)
Revenue from custome 11,502,37 8,099,621  3,995,60! 23,597,59 — 23,597,59
Cost of revenue 7,127,341  6,627,46. 3,689,25! 17,444,06 — 17,444,06.
Segment gross prof 4,375,02 1,472,15 306,35( 6,153,53 — 6,153,53.
Depreciation and amortizatic 3,939,191 1,163,27. 1,702,96! 6,805,43 29,35! 6,834,78
Segment asse 15,239,76 7,506,811 7,269,080 30,015,66 15,300,42 45,316,08
Expenditure for segment ass 3,067,52. 2,066,122 968,94¢ 6,092,599 1,181 6,093,77.
2008
Corporate &
Segment Other Consolidated
Testing Assembly LCD Totals Assets Totals
NT$ NTS NTS NTS NT$ NT$ US$
(in thousands)
Revenue from custome 8,787,04 5417,62. 2,805,49. 17,010,16 — 17,010,16. 519,23¢
Cost of revenue 7,926,46! 5,741,51: 3,301,89: 16,969,88 — 16,969,88 518,00¢
Segment gross profit (los 860,57¢ (323,89) (496,409 40,28: — 40,28: 1,23(
Depreciation and amortizatic 4,051,28: 1,392,19' 1,680,041 7,123,52. 51,007 7,174,52. 219,00:
Segment asse 12,400,52 5,964,95. 5,289,46° 23,654,933 11,786,66 35,441,59 1,081,85!
Expenditure for segment ass 1,234,48. 739,01¢ 212,16. 2,185,66: 2,73C 2,188,39: 66,30!
Impairment loss on fixed and other ass
recognized during the ye 381,56+ 965,28. 256,03¢ 1,602,88 — 1,602,88. 48,92¢
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24. SEGMENT AND GEOGRAPHIC INFORMATION (continuet

25.

The corporate and other assets consist of thedotegnt assets, long-term investments, properdyeguipment located in the U.S. and
Japan, intangible assets and other assets.

Net revenue

Year Ended December 31

2006 2007 2008
NT$ NT$ NT$ Uss$
(in thousands)

Area
ROC 15,870,71 16,965,38 10,304,57 314,54¢
U.S. 3,061,05! 5,058,241 5,773,100 176,22«
Korea 660,73t 599,44t 468,96 14,31t
Japar 541,96: 223,09t 111,77 3,412
Others 240,71: 751,42¢ 351,73 10,73

20,375,18  23,597,59  17,010,16 519,23

Net sales to customers representing at least 10%tdbtal sales

Year Ended December 31

2006 2007 2008
Amount Y% Amount Y% Amount %  _Amount
NT$ NT$ NT$ uss$
(in thousands)

Customel
Spansior 1,808,48 9 3,698,01 16 3,927,771 23 119,89
ProMOS 5,5629,27. 27 6,883,74' 29 3,114,14 18 95,05¢
Himax Technologies Inc 2,24535' 11 1,708,24. 7 905,57 5 27,64:
Powerchig 2,834,95 14 2,378,531 10 697,52: 4 21,29

SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACAONTING PRINCIPLES FOLLOWED BY THE COMPANY AND
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES

The accompanying financial statements have begraped in accordance with accounting principles galyeaccepted in the Republic of China
(“ROC GAAP"), which differ in the following respesfrom accounting principles generally acceptetheUnited 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 ThaiLin, a pantiaf distributable earnings
should be appropriated as bonuses to employeeseanderation to directors and supervisors of Chi@vaiwan and ThaiLin. The
remuneration to directors and supervisors is pahsh, while bonuses to employees may be gramtesksh or stock or both. ChipMOS
Bermuda’s portion of these appropriations is chatgeearnings of ChipMOS Bermuda under ROC GAARebam the amount to be paid
as provided by ChipMOS Taiwan and ThaiLin’s Artglef Incorporation and is presented as a sepanat@é&ém below minority interest in
the accompanying consolidated statements of opesatDuring 2008, ChipMOS Taiwan and ThaiLin paiti$#886,698 thousand (2007:
NT$391,067 thousand) and NT$57,908 thousand (280%82,301 thousand), respectively, in bonusesrectbrs, supervisors and
employees. Commencing from January 1, 2008, bortosasployees, directors and supervisors were adauacording to the Articles of
Incorporation. As ChipMOS Taiwan and ThaiLin in@drosses for the year ended December 31, 2008mases were accrued. There
are no difference between ROC GAAP and U.S. GAAEcéfe January 1, 2008.
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACAQINTING PRINCIPLES FOLLOWED BY THE COMPANY AND
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continuec

b.

Financial assel

Prior to January 1, 2006, under ROC GAAP, marketahuity securities were carried at the lower gfragate cost or market value, and
debt securities at cost, with only unrealized lesseognized when losses are irrecoverable. UnidaBNo. 115, “Accounting for Certain
Investments in Debt and Equity Securitied8bt and equity securities that have readily deteabie fair values are to be classified as ei
trading, available-for-sale or held-to-maturity geties. Debt securities that the Company has titipe intent and ability to hold-to-
maturity are classified as held-toaturity securities and reported at amortized ddsbt and equity securities that are bought argkttdor
short-term profit are classified as trading se@siand reported at fair value, with unrealizedhgaind losses included in earnings. Debt
and equity securities not classified as eitherfelthaturity or trading are classified as availalulesale securities and reported at fair
value, with unrealized gains and losses excludam farnings and reported in a separate componehtaoéholders’ equity; however,
unrealized losses relating to declines in fair gadleemed to be other than temporary are recordearinings. The 2006 adjustments in the
reconciliations below relate to the Company’s egaécurities that are classified as trading andahla-for-sale securities under U.S.
GAAP. There is no difference between ROC GAAP an8.lGAAP effective January 1, 2007.

Long-term investment

Under both ROC and U.S. GAAP, investments in shafesmpanies wherein the Company owns over 20%buinore than 50% of the
outstanding common stock and exercises significdiuence over operating and financial policiegtasf investee companies are generally
accounted for under the equity method. Howevergthee differences in applying equity accountingamROC GAAP and U.S. GAAP.
The Company'’s proportionate share of the incomssflerom an equity investee may differ if the eguitvestee’s net income (loss) under
ROC GAAP differs from that under U.S. GAAP. Thefeiiences between ROC GAAP and U.S. GAAP for theétgdguwestees are nomin
and thus do not appear in the reconciliations below

Under the equity method, the Company’s proportiersdéiare of the income (loss) of the investee igigdly recognized in the year the
income (loss) is earned. However, under ROC GAARudited financial statements of an investee weteavailable for the Company to
apply the equity method due to time constraintssandh equity interests were below a certain mdtigrtareshold, the Company was
permitted to delay the recognition of income (lassiil the following year. Under U.S. GAAP, them@ano provisions that allow the
investor company to delay recognition of its equityhe investee’s income or loss. The 2006 U.SABAdjustments represent the
proportionate share of loss of long-term investnier2006. In 2007 and 2008, there was no suchrdifiee.

Technologies transferred in payment of capitalls

Pursuant to a Joint Venture Agreement enterednataween MVI and SPIL on July 28, 1997, MVI and SEdntributed, as payment for
their subscription in the shares of stock of ChipMTaiwan, technologies relating to the testing asgbmbly of semiconductors at an
agreed value of NT$750,000 thousand. Under ROC GA#Ph technology transfers in payment of capttadisare recorded as an
intangible asset, and amortized by systematic @satigincome over the periods estimated to be liedeAs permitted under ROC GAA
the Company uses a five-year amortization periodidd U.S. GAAP, the technology contribution carm@tecognized due to the
unavailability of a fair value for the technologi@herefore, the carrying value of the technologjias been adjusted to zero under U.S.
GAAP.

Star-up costs

ROC GAAP requires start-up costs to be deferredeamartized in a systematic manner over its estichaseful beneficial life. Start-up
costs include all costs incurred prior to produttieadiness. On the other hand, U.S. GAAP primaeifjuires that start-up costs be
expensed as incurred. Some of the expenses weneleeicin manufacturing expenses and thereforeadfsot ending inventory balances
under U.S. GAAP.

Depreciation of property, plant and equipment amgleyee dormitory buildin

Under ROC GAAP, the estimated life of a buildingn e as long as 55 years based on the ROC Infeavanue Code. For U.S. GAAP
purposes, building lives are estimated to be 25sy&&ome of the depreciation expenses were recandednufacturing expenses and
therefore also affect ending inventory balancessuhS. GAAP.
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACAQINTING PRINCIPLES FOLLOWED BY THE COMPANY AND
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continuec

g.

Transfer of building and facilities from M\

The Company purchased buildings and facilities fidii in 1997. The costs of assets purchased from M¥gtre based on MVI's book
value of such building and facilities on a spedifaut-off date plus an additional payment of NT$173 thousand representing
compensation to MVI. This additional payment of N'¥$,174 thousand was capitalized by the Compamyl@sed under ROC GAAP.
Under U.S. GAAP, assets acquired are recorded atiars that do not exceed their fair values. Alemagally under U.S. GAAP, the
transferee should record the assets transferredrieated parties with significant influence at giredecessor’s basis. Therefore, the
transfer of assets from MVI was recorded at MVIfegecessor cost basis and NT$173,174 thousandedasted from the capital surplus
and building and facilities for the purposes of UG\AP. Some of the related depreciation expensge wecorded in manufacturing
expenses and therefore also affect ending invelttignces under U.S. GAAP.

Impairment of lon-lived asset:

Under U.S. GAAP, impairment losses for assets thddeé and used are recorded in current period egsrand create a new cost basis for
related assets going forward, and cannot be redarwgesequently. Under U.S. GAAP, in accordance 8#AS No. 144, “Accounting for
the Impairment or Disposal of Long-Lived Assetshg-lived assets held and used by the Companyesaiewed for impairment whenever
events or changes in circumstances indicate tleatalrying amount of an asset may not be recowerall impairment loss shall be
recognized only if the carrying amount of a longell asset (asset group) is not recoverable anadgdes fair value. The carrying amount
of a longlived asset (asset group) is not recoverablegkéeeds the sum of the undiscounted cash flowsceegbéo result from the use a
eventual disposition of the asset (asset grougt absessment shall be based on the carrying arobtirg asset (asset group) at the date it
is tested for recoverability, whether in use oremdevelopment. An impairment loss shall be measasethe amount by which the
carrying amount of a long-lived asset (asset grexpgeds its fair value. Fair value is determingthie Company using future cash flows
discounted at current rates. Prior to January @52there is no requirement to provide for impainina&f long-lived assets under ROC
GAAP. In 2006, the adjustment represented the savef impairment loss recognized under ROC GAAR thas already recognized
under U.S. GAAP in 2005. There are no difference®007 and 2008.

Earnings per share (EP

In calculating the weighted average number of shamstanding for EPS purposes under ROC GAAP, @eplbonus shares have been
treated as outstanding for all periods in a masimeilar to a stock split or stock dividend. UndeSUGAAP, employee bonus shares have
been considered separately from the stock dividersplit and have been treated as outstanding fihendate of shareholder approval.

Interest capitalizatio

Under ROC GAAP, interest on borrowings during camgion conceptually should be capitalized in theeds that are constructed or
produced for a comparg'own use. However, if equity capital is raisedmya year, no capitalization interest is recorftedhe amount ¢
property acquired up to the equity capital raigethat year. Under U.S. GAAP, SFAS No. 34 “Captatiion of Interest Cost”, interest is
generally capitalized on assets until they arelalbks and ready for use.

Inventories stated at lower of cost or mai

ROC GAAP allows assessment of carrying values#ritories on an aggregate basis. An allowance veaewhen the aggregate
carrying values of inventories were higher thankatarAs of December 31, 2008, the allowance forealizable value of inventories
under ROC GAAP amounted to NT$102,142 thousand.

Under U.S. GAAP, the Company’s assessed inventatigge lower of cost or market on an item-by-itessis. This resulted in an
additional write-off of NT$36,818 thousand whichsaeharged to the consolidated statement of opesaticcomponent of cost of revenue.
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SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACAQONTING PRINCIPLES FOLLOWED BY THE COMPANY AND

ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continuec

Convertible note

Under ROC GAAP, there is no requirement to accémmthe fair value of a conversion feature embeddedN due 2009 as it was issued
before January 1, 2006. Under U.S. GAAP, the Compagounts for the fair value of the conversiortdeaof its convertible notes in
accordance with SFAS No. 133, “Accounting For Datiive Instruments And Hedging Activities” (“SFAS Nb33”) and related
pronouncements, which require the Company to kéfierand separately account for the conversionreatsiembedded derivatives
contained in the Company’s convertible notes. Thm@any carried these embedded derivatives on gnta sheet at fair value and
changes in fair values of these embedded deriative reflected in the consolidated statement efaijpns. Commencing January 1,
2006, ROC GAAP requires the Company to bifurcaté separately account for put and call option fesgtwontained in the Company’s
convertible notes issued after 2005. The Compasueis convertible notes (CN due 2011) on Septenthe2@6. The Company carried
the put and call options of the CN due 2011 orbdance sheet at fair value with changes in fdiresreflected in the consolidated
statement of operations. The other conversion featare recorded in equity. (see Note 26 i)

Commencing from January 1, 2006, under ROC GAA®jdkue costs of convertible notes are recordedr@duction of the convertible
notes. Under U.S. GAAP the issue costs are cagpthlas deferred assets and amortized over thedperibe convertible notes.

Shar«-based paymen

Under ROC GAAP, the Company followed AccountingnBiples Board Opinion No. 25, “Accounting for Stdskued to

Employees” (“APB No. 25”), in accounting for its pfayee stock option plans prior to January 1, 2Q0&ler APB No. 25, when the
exercise price of the Company’s stock optionsss kaan the market price of the underlying shanethe date of grant, compensation
expense is recognized. Under U.S. GAAP, commerfcorg January 1, 2006, the Company applies SFASIRB(R), “Share-Based
Payment” (“SFAS No. 123(R)"), Emerging Issues Thskce No. 96-18, “Accounting for Equity Instrumeiitsat Are Issued to Other
Than Employees for Acquiring, or in Conjunction lvielling, Goods or Services” (“EITF No. 96-18")ithvrespect to options and
warrants issued to non-employees. SFAS No. 12&®)ires the use of option valuation models to nreeathe fair value of the options
and warrants at the measurement date as defirfed iiNo. 96-18. The total stock-based compensaiqrense resulting from stock
options was included in general and administragieenses in the consolidated statements of opesatis explained in Note 2 above,
there is no difference between ROC GAAP and U.SABAffective January 1, 2008 upon adoption of RGBS No. 39 for options
granted since January 1, 2008.

Defined Benefit Pension Pla

Under U.S. GAAP, commencing from January 1, 2086,Gompany applies SFAS No. 158, “Employers’ Actmgnfor Defined Benefit
Pension and Other Postretirement Plans” (“SFAS188”). SFAS No. 158 requires an employer that spenene or more defined benefit
pension plans or other postretirement plans teddgnize the funded status of a plan, measurdueadifference between plan assets al
value and the benefit obligation, in the balanasesh?) recognize in shareholders’ equity as a @wmapt of accumulated other
comprehensive loss, net of tax, the gains or logsdsrior service costs or credits that ariserdytine period but are not yet recognized as
components of net periodic benefit cost; 3) meadaefimed benefit plan assets and obligations dsenflate of the employer’s fiscal year-
end balance sheet; and 4) disclose in the notibetiihancial statements additional information @titbe effects on net periodic benefit «
for the next fiscal year that arise from delayezbgmition of the gains or losses, prior servicesos credits, and transition asset or
obligation. Under ROC GAAP, there is no such regmient for recognition.

F-46



Table of Contents

25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACAQINTING PRINCIPLES FOLLOWED BY THE COMPANY AND
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continuec

0.

Income tax expens

Effective January 1, 2007, the Company adoptedrieiahInterpretation No. 48, “Accounting for Uncairtty in Income Taxes - an
interpretation of FASB Statement No. 109" (“FIN 48FIN48 prescribes a more-likely-than-not threshfolr financial statement
recognition and measurement of a tax position tatezxpected to be taken in a tax return. Thigjometation also provides guidance on
derecognition of income tax assets and liabilit@sssification of current and deferred incomedasgets and liabilities, accounting for
interest and penalties associated with tax postaord income tax disclosures.

Uncertain tax positions have been classified asauorent income tax liabilities unless these angeexed to be paid in one year. The
Company'’s policy for interest and penalties reldtesthcome tax exposure is to recognize interedtg@nalties as a component of the
provision of income taxes in the consolidated statet of operations.

The Company is potentially subject to income taditsin the ROC and internationally until the appble statute of limitations expire. 1
audits by their nature are often complex and cgnire several years to complete. The following &immmary of tax years, potentially
subject to examination, in the significant tax &udiness jurisdictions in which the Company operate

Tax Years Subject tc

Jurisdiction Examination
Republic of Chin 5 Years
United State: 3 Years
Hong Kong 6 Years
Peopl¢s Republic of Chini Unlimited

Upon adoption of FIN 48 on January 1, 2007, the @amy increased the allowance for current tax asseléT$2,387 thousand (US$73
thousand) and increased long-term tax payable 38,873 thousand (US$1,003 thousand) as FIN 48figsethat tax positions for
which the timing of the ultimate resolution is urteén should be recognized as long term liabilitkes of December 31, 2008, the
allowance for current tax assets was increasedT$8M820 thousand (US$117 thousand) and the lomg-t@x payable was decreased by
NT$14,605 thousand (US$446 thousand).

The Company'’s subsidiaries are currently under éxation by the relevant tax authorities for varidas years. The Company regularly
assesses the potential outcome of these examisati@ach of the taxing jurisdictions when deteingrthe adequacy of the amount of
unrecognized tax benefit recorded. While it is mftificult to predict the final outcome or the iimg of resolution of any particular
uncertain tax position, the Company believes itd@gzropriately accrued for uncertain tax beneffiswever, audit outcomes and timing of
audit settlements and future events that would onhffee previously recorded unrecognized tax bemefid the range of anticipated
increases or decreases in unrecognized tax beagditsubject to significant uncertainty. It is pbksthat the ultimate outcome of current
or future examinations may exceed current unrezeghiax benefits in amounts that could be materiglcannot be estimated as of
December 31, 2008. The effective tax rate andne@me in any given future period could thereforertzgerially impacted.

There are no such provisions under ROC GAAP.

Investments with no active mark

Under U.S. GAAP, the NT$ 400,000 thousand bondslassified as available-for-sale investments. @earin fair value are recorded in
equity. Investment with no active market is noagegory of investment under U.S. GAAP.
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SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACAQONTING PRINCIPLES FOLLOWED BY THE COMPANY AND
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continuec

The following reconciles net income (loss) and shalders’ equity under ROC GAAP as reported ingdbeompanying consolidated financial
statements to net income and shareholders’ equituats determined under U.S. GAAP, giving effecdpustments for the differences listed
above.

Year Ended December 31
2006 2007 2008
NT$ NT$ NT$ Uss$
(in thousands)

Net income (loss

Net income (loss) based on ROC GA 2,121,34; 2,219,20. (7,270,24) (221,92
Adjustments
Amortization of deferred char (4,935 (19,727 (13,719 (419
Amortization of sta-up costs 2,231 2,19¢ 1,69¢ 52
Pension expenst — (20,779 (12,79) (360)
Depreciation of property, plant and equipment amgleyee dormitory
building (22,200 (48,687) (56,169 (1,719
Transfer of building and facilities from M\ 741 28¢ 19¢ 6
Marketable securitie— trading 2,61¢ — — —
Interest capitalizatio (29,799 (17,597 (15,539 (474)
(Accrual) reversal of accrual for bonuses to empésy directors and
supervisors (314,48H)  (143,95) 368,94! 11,26:

Loss on inventory valuatic (36,81%) (1,129
Impairment loss on goodwi — — (52,007 (1,589
Reversal of impairment loss on I¢-term investmen 33,13( — — —

Effect of U.S. GAAP adjustments on income ta 10,51: 11,547 29,60¢ 904
Adjustment for uncertain tax positio — (35,260 10,78t 32¢
Stoclk-based compensatic (90,870 (173,50 (257,46() (7,859
Amortization of discount on convertible not (237,49) (114,13) (95,46%) (2,919
Gain (loss) on embedded derivative liabilit (394,64f) 1,180,83 306,70: 9,362
Loss on redemption of convertible no (10,549 (21,529 (97,227 (2,96%)
Minority interests 193,63! 72,73¢ 10,85¢ 332
Equity accounting for lor-term investmen (16,129 — — —
Net increase (decrease) in net incc (868,23 682,46¢ 92,58¢ 2,827
Net income (loss) based on U.S. GA 1,253,100 2,901,67 (7,177,66) (219,099
Earnings (loss) per sha- basic 18.27 36.1° (85.56) (2.6])
Earnings (loss) per sha- diluted 17.52 21.07% (85.5€) (2.67)
Number of weighted average shares outstan- basic 68,78 80,30¢ 83,89 83,89¢
Number of weighted average shares outstan- diluted 71,50¢ 108,20° 83,89« 83,89/

The following table reconciles the denominator atcalate basic and diluted earnings (loss) pereshar

December 31

2006 2007 2008
(in thousands)
Basic number of shart 68,78: 80,30t 83,89/
Add: Stock option: 2,72¢ 2,17¢ —
Convertible note — 25,72¢ —
Diluted number of share 71,50« 108,20° 83,89
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SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACAQONTING PRINCIPLES FOLLOWED BY THE COMPANY AND
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continuec

The following table reconciles the numerator tacokdte basic and diluted earnings (loss) per share:

Year Ended December 31

2006 2007 2008
NT$ NT$ NT$ Us$
(in thousands)
Net income (loss) based on U.S. GA 1,253,100 2,901,671 (7,177,66) (219,09
Add: Amortization of discount on convertible no — 357,47 — —
Interest expense (net of te — 151,89 — —
Gains on embedded derivati —  (1,191,83) — —
Loss on redemption of convertible no — 21,52¢ — —
Amortization of deferred charge on convertible ¢ — 38,79¢ — —
Income (loss) available to common stockholdersstdfiifor the effects of assume
exercise of options and conversion of nc 1,253,100 2,279,52. (7,177,66) (219,09}
Year Ended December 31
2006 2007 2008
NT$ NT$ NT$ Us$

(in thousands)
Shareholdel’ equity

Shareholder equity based on ROC GAA 22,884,86 22,248,12 14,542,81 443,92(
Adjustments
Technology transfer in payment of capital st
Original cost (750,000 (750,000) (750,001 (22,899
Accumulated amortization of technology transfepaiyment of
capital stock: 750,00( 750,00( 750,00( 22,89«
Star-up costs
Original cost (60,15)) (51,409 (51,289 (1,565
Accumulated amortization of st- up costs 54,66¢ 48,107 49,70¢ 1,517
Net effect on inventorie (40 (25) (54) 2
Depreciation of property, plant and equipment amgleyee dormitory
building (122,589 (171,269 (227,439 (6,949
Transfer of building and facilities from M\
Original cost (173,179 (173,179 (173,17, (5,28¢)
Depreciation and gain on disposal of building aadlities from
MVI 169,88 170,16: 170,36: 5,20(
Net effect on inventorie (13 4) (6) —
Accrual for bonuses to employees, directors an@rsigors (459,539 (434,26)) — —
Pension expenst (65,297 (226,89¢) (237,32) (7,249
Loss on inventory valuatic — — (36,81%) (1,129
Impairment loss on goodwi — — (52,007 (1,58¢)
Interest capitalizatio 118,75 118,75 118,75 3,62¢
Amortization of interest capitalizatic (96,58¢) (124,179 (229,71 (3,960
Effect of U.S. GAAP adjustments on income ta 21,81: 33,36( 62,96¢ 1,922
Adjustment for uncertain tax positio — (35,260) (24,47%) (747)
Equity component of convertible not (271,509 (268,857) (466,15)) (14,229
Loss on redemption of convertible no (20,549 (32,077) (129,299 (3,949)
Amortization of deferred charg (4,935 (24,65 (38,37¢) (1,177
Amortization of discount on convertible not (309,97) (423,49)) (518,96¢) (15,84
Gain on embedded derivative liabiliti (244,914 935,92( 1,242,62. 37,93
Minority interests — 52,001 52,00% 1,58¢
Net decrease in shareholc’ equity (1,454,14) (597,24() (388,66¢) (11,864
Shareholdel' equity based on U.S. GAA 21,430,71 21,650,88 14,154,14 432,05¢
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SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACAQONTING PRINCIPLES FOLLOWED BY THE COMPANY AND
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continuec

Changes in sharehold’ equity based on U.S. GAA
Balance, beginning of the ye
Stock purchased by a subsidi
Issuance of shart
Issuance of option warrar
Exercise of option warran

Adjustment arising from change in ownership peragetin

subsidiaries

Reversal of unrealized loss (gain) on avail-for-sale securitie

Stocl-based compensati
Cumulative translation adjustmet
Net income (loss) for the ye

Adjustment of equity method for lo-term Investmen

Unrecognized pension expen:
Conversion of convertible not
Minority interests

Balance, end of the ye

Year Ended December 31

A reconciliation of the significant balance shestaunts to the approximate amounts determined udd&rGAAP is as follows:

Current assetl

As reportec
U.S. GAAP adjustment
Effect of inventory adjustment
Star-up costs
Depreciation of fixed asse
Transfer of building and facilities from M\
Inventory valuatior
Adjustment for uncertain tax positio

As adjustec

Property, plant and equipme— net

As reportec
U.S. GAAP adjustment
Star-up costs
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
Goodwill
Impairment loss on goodwi

As adjustec
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2006 2007 2008
NT$ NT$ NT$ US$
(in thousands)
18,825,41 21,430,71 21,650,88 660,89:
— — (1,779 (54)
— 2,603,37! — —
(1,08¢) 24,08( 65,11 1,98¢
131,26¢ 89,85( 4,54¢ 13€
86,31¢ — — —
(5,64¢) — — —
90,87( 173,50: 257,46( 7,85¢
78,34¢ 209,39( 156,25( 4,77
1,253,101 2,901,671  (7,177,66) (219,09
1,17¢ (268,62)) 95,18¢ 2,90¢
(44,649 (161,139 952 29
225,84( — — —
789,75 (5,351,94) (896,809 (27,379
21,430,71  21,650,88  14,154,14 432,05¢
December 31
2007 2008
NT$ NT$ Uss$
(in thousands)
12,605,14 10,494,26 320,33
(25) (54) )
66€ 1,44¢ 44
4 (6) —
— (36,819 (1,129
(2,387) (6,207 (189)
12,603,39 10,452,63 319,06¢
30,020,43 23,654,94 722,06¢
(3,30)) (1,579 (48)
(182,16!) (237,48 (7,249
(3,019 (2,819 (86)
29,601 14,06¢ 42¢
29,861,55 23,427,12 715,11
2,152,05: 746,76 22,79¢
(14,799 (16,425 (502)
73,28¢ 1,22¢ 37
52,00% 52,00° 1,58¢
— (52,007 (1,58¢)
2,262,55! 731,56 22,331
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25. SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN ACAQINTING PRINCIPLES FOLLOWED BY THE COMPANY AND
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNED STATES (continuec

December 31

2007 2008

NT$ NT$ Uss$
(in thousands)

Current liabilities

As reportec 11,374,18 10,721,54 327,27¢
U.S. GAAP adjustment
Fair value of embedded derivative liabiliti (10,607) — —
Discount on convertible nott 41,42 (88,607) (2,709
Accrual for bonuses to employees, directors an@sigors 434,26 — —
As adjustec 11,839,26 10,632,93 324,57:
Long-term liabilities
As reportec 11,323,71 9,832,60 300,14:
U.S. GAAP adjustment
Loss on redemption of convertible no 26,48¢ 193,63¢ 5,911
Equity component of convertible nol 5,85¢ 273,86t 8,36(
Fair value of embedded derivative liabiliti (651,597) (475,82)) (14,52
Amortization of discount on convertible noi 474,87 8,321 254
As adjustec 11,179,33 9,832,60 300,14:
Other liabilities
As reportec 370,06: 344,63 10,52(
U.S. GAAP adjustment
Pensior 226,89¢ 237,32: 7,241
Effect of U.S. GAAP adjustments on income ta (33,360 (55,699 (1,700
Adjustments for uncertain tax positio 32,87: 10,99 33E
As adjustec 596,47( 537,25¢ 16,39¢

As a result of the adjustments presented abovepheoximate amounts of total assets under U.S. Baa&re NT$45,265,958 thousand and
NT$35,156,951 thousand as of December 31, 20072@08, respectively.

The following U.S. GAAP condensed statements ofajgens for the years ended December 31, 2006, 88672008 have been derived from
audited financial statements and reflect the anjasts presented above. Certain accounts have belassified to conform to U.S. GAAP.

Year Ended December 31

2006 2007 2008
NTS NTS NTS US$
(in thousands)

Net revenue 20,375,18 23,597,59 17,010,16 519,23¢
Cost of revenu (14,270,95) (17,496,72) (17,068,34) (521,01)
Gross profit (loss 6,104,23 6,100,87: (58,187 (2,77¢)
Operating expense¢ (1,769,83) (2,114,72)  (3,953,13) (120,670
Income (loss) from operatiol 4,334,39! 3,986,15! (4,011,31) (122,44¢)
Non-operating income (expense net (849,53 354,73 (3,240,10) (98,909
Income (loss) before income t 3,484,86. 4,340,88! (7,251,41) (221,35()
Net income (loss 1,253,101 2,901,67 (7,177,66) (219,099
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAI

a.

Recent accounting pronounceme

The Company is required by U.S. SEC Staff AccognBalletin No. 74 to make certain disclosures alibateffect that recently issued
accounting standards will have on the financiakesteents adopted for future periods.

In September 2006, the Financial Accounting Stassl&oard (“FASB”) issued Statement of Financial dwating Standard No. 157, Fair
Value Measurements (“SFAS No. 157”). This Statendefines fair value, establishes a framework foasueing fair value and expands
disclosure requirements about fair value measuresn8rAS 157 was effective for the Company on Januig2008. However, in
February 2008, the FASB released a FASB Staff Bos{EFSP FAS 157-2-Effective Date of FASB Statement No. 157) whichaged the
effective date of SFAS 157 for all non-financiaseis and nofinancial liabilities, except those that are redagd or disclosed at fair val
in the financial statements on a recurring bagitegest annually). The adoption of SFAS 157 for@uenpany'’s financial assets and
liabilities did not have a material impact on tltomsolidated financial statements upon adoption.adament is evaluating the impact the
adoption of SFAS 157, effective January 1, 2009, vaive on the Company’s non-financial assets &iillities. SFAS 157 establishes a
fair value hierarchy that distinguishes betweeniaggions based on market data (observable inpotsjlee Company’s assumptions
(unobservable inputs). The hierarchy consists i&ettoroad levels as follows:

Level 1—Quoted market prices in active marketsdentical assets or liabilities

Level 2—Inputs other than level 1 that are eithiezally or indirectly observable

Level 3—Unobservable inputs developed using the @omw's estimates and assumptions, which reflecetiibat market participants
would use.

The following table sets forth the assets measatdair value on a recurring basis, by input leasl of December 31, 2008:

Level 1 Level 2 Level 3 Total
NT$ NT$ NT$ NT$
(in thousands)
Financial assets at fair value through profit aveb 102,13° — — 102,13
Available-for-sale investment — — 400,000  400,00(
102,13° — 400,00 502,13°

Financial assets at fair value through profit aveklinclude investments in stocks and open-endetkfuwvhich are measured using quoted
price in active markets and are classified as Lé&vel

Available-for-sale investments are comprised ofdsoT he fair values are based on future cash fthgeounted at current rates as the
bonds are trading in an inactive market.

In February 2007, the FASB issued SFAS No. 159¢“Fhir Value Option for Financial Assets and Lidiei$ -including an amendment
FAS 115 (“SFAS No. 159”), which allows entitiesdlboose, at specified election dates, to measugiblelifinancial assets and liabilities at
fair value that are not otherwise required to basneed at fair value. If a company elects theviaiue option for an eligible item, changes
in that item’s fair value in subsequent reportirgipds must be recognized in earnings. SFAS No.al§®establishes presentation and
disclosure requirements designed to draw compahistmeen entities that elect different measureragributes for similar assets and
liabilities. SFAS No. 159 is effective for the fifiscal year beginning after November 15, 2008 Tiompany is currently assessing the
impact SFAS No. 159 will have on the consolidaiedricial statements.

In December 2007, the FASB issued SFAS No. 160ntdatrolling Interests in Consolidated Financiat8ments - an amendment of
ARB No. 51" (“SFAS No. 160"). SFAS No. 160 requirsit a noncontrolling interest in a subsidiaryégorted as equity and the amount
of consolidated net income specifically attribugatsd the noncontrolling interest be identified e tonsolidated financial statements. It
also calls for consistency in the manner of repgrtihanges in the parent’s ownership interest aqdires fair value measurement of any
noncontrolling equity investment retained in a desmdidation. SFAS No. 160 is effective for fiscalays, and interim periods within those
fiscal years, beginning on or after December 19820 he Company is currently evaluating the imgatdpting SFAS No. 160 will have
on its consolidated financial condition, resultopgrations, and cash flows.
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comtiied)

a.

Recent accounting pronouncements (contini

In December 2007, the FASB issued SFAS No. 141iseel2008), “Business Combinations” (“SFAS No. R)TJ. SFAS No. 141(R)
broadens the guidance of SFAS No. 141, extendéngpiplicability to all transactions and other egentwhich one entity obtains control
over one or more other businesses. It broaderfaithealue measurement and recognition of assepsiged, liabilities assumed, and
interests transferred as a result of business gmtibins. SFAS No. 141(R) expands on required discks to improve the statement users
abilities to evaluate the nature and financial @ffef business combinations. SFAS No. 141(R)fexcéfe for the first annual reporting
period beginning on or after December 15, 2008. adwption of SFAS No. 141(R) will have an impacttbea Company’s consolidated
financial statements for any future acquisitions.

In March 2008, the FASB issued SFAS No. 161, “Risares about Derivative Instruments and Hedgingviiets-an amendment of FAS
Statement No. 133" (“SFAS 161"). SFAS 161 requierhanced disclosures about an entity’s derivatidereedging activities, including
(a) how and why an entity uses derivative instrutsigip) how derivative instruments and related legdtems are accounted for under
SFAS No. 133, “Accounting for Derivative Instrumemind Hedging Activities”, and its related intetpt®ns, and (c) how derivative
instruments and related hedged items affect atyentinancial position, financial performance, acash flows. SFAS 161 is effective for
financial statements issued for fiscal years atetiim periods beginning after November 15, 200& Tompany does not expect that the
adoption of the pronouncement will have a matesfifdct on the Company’s consolidated financialestents.

In May 2008, the FASB issued FSP Accounting PrilesiBoard Opinions (“APB”) 14-1, “Accounting for @eertible Debt Instruments
that May be Settled in Cash upon Conversion (IrnlydPartial Cash Settlement)” (“FSP APB 14-1" drétFSP”). The FSP requires cash
settled convertible debt to be bifurcated into deiit equity components and accounted for separatédguance. The value assigned tc
debt component would be the estimated fair vals@fahe issuance date, of a similar bond withbatdonversion feature. The difference
between the bond cash proceeds and this estimaitadifue would be recorded as a debt discounamattized to interest expense over
the life of the bond. The equity component of tbawertible debt securities would be included inplaél-in-capital section of
shareholders’ equity on the Company’s consolidatdence sheets and the initial carrying valuetie$¢ debt securities would be
correspondingly reduced. Management does not exipaicthe application of this standard will have aignificant effect on the
Company'’s consolidated financial statements.

In October 2008, the FASB issued FASB FSP SFAS3,5Determining the Fair Value of a Financial Asgéhen the Market for That
Asset Is Not Active” (“FSP 157-3"). FSP 157-3 cfi$ the application of SFAS No. 157, “Fair Valuedsurements” in a market that is
not active and provides an example to illustratedansiderations in determining the fair value dihancial asset when the market for that
financial asset is not active. FSP 157-3 is eféectipon issuance, including for prior periods fdneh financial statements have not been
issued. Revisions resulting from a change in theateon technique or its application should be aeted for as a change in accounting
estimate following the guidance in SFAS No. 154¢¢aunting Changes and Error Corrections” (“SFAS”L34owever, the disclosure
provisions in SFAS 154 for a change in accountstgrete are not required for revisions resultirggrfra change in valuation technique or
its application. Management considered FSP 157tBdrdetermination of estimated fair values as eé@&nber 31, 2008, and the impact
was not significant.

Goodwill
December 31
2007 2008
NTS NT$ US$
(in thousands)

Balance, January 1, 201 128,45! 969,18t 29,58¢
Arising from acquisition of additional interestansubsidiary 840,73: — —
Impairment loss recognize — (969,18Y) (29,589

Balance, December 31, 20 969,18t — —
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comtiied)

b.

Goodwill (continued’

The Company tests goodwill for impairment annuallyof December 31 and whenever events or changésimstances indicate that the
carrying amount may not be recoverable. Recovétgbil goodwill is measured at the reporting ueitél by comparing the reporting
unit’s carrying amount, including goodwill, to tfeér value of the reporting unit, which is measubeged upon, among other factors,
market multiples for comparable companies as veedl discounted cash flow analysis. The goodwalliscated to two reporting units:
ChipMOS Taiwan and ThailLin. If the recorded valdi¢he assets, including goodwill, and liabiliti¢agt book value”) of the reporting
unit exceeds its fair value, an impairment loss inayequired to be recognized.

Pursuant to the guidance in SFAS 142, “Goodwill @tlder Intangible Assets” (“SFAS 142"), the measueat of impairment of goodwill
consists of two steps. In the first step, the Yaiue of the reporting unit is compared to its gang value. In connection with the
preparation of the financial statements for the yemled December 31, 2008, management made a deadon of the fair value of the tv
reporting units. Fair value is determined using@wmbination of an income approach, which estimaé&svalue based upon future revenue,
expenses and cash flows discounted to their presdunt, and a market approach, which estimatev&hire using market multiples to
various financial measures compared to a set opeoable public companies in listed on the TaiwartlSExchange. Management
concluded the estimated fair values of the repgrtinits were less than their net book values. Adiogty the guidance in SFAS 142
requires a second step to determine the implied/&ile of the Company’s goodwill, and to comparte ithe carrying value of the
Company'’s goodwill. This second step includes vajuall of the tangible and intangible assets aatilities of the reporting unit as if it
had been acquired in a business combination, im@uehluing all of its intangible assets even #ytwere not currently recorded to
determine the implied fair value of goodwill. Basedmanagement’s analysis incorporating the dedimarket capitalization in 2008, as
well as the significant market deterioration andrexmic uncertainties impacting expected future deinenanagement concluded that the
entire goodwill balance of NT$969,188 thousand imgsaired. As a result, the Company recognized agash impairment charge of
approximately NT$969,188 thousand for the year dridecember 31, 2008 to write-off the entire camywalue of its goodwill.

Income tax expens
Income (loss) before income tax, minority intersd interest in bonuses paid by subsidiaries ctansighe following:

Year Ended December 31

2006 2007 2008
NT$ NT$ NT$ us$
(in thousands)
Bermuda (1,000,67) 328,33t (1,359,72) (41,506
ROC 4,839,75  4,533,33.  (3,782,11) (115,449
Others (354,219  (520,78) (2,109,57)  (64,39Y)

3,484,86. 434088  (7,251,41) (221,35()

Income tax expense consists of:

Year Ended December 31
2006 2007 2008
NT$ NT$ NT$ Uss$
(in thousands)

Income tax for the current ye

Bermuda 89,89 347,100  346,75: 10,58
ROC 206,87¢  406,46: 4,867 14¢
Others 262 (69,879 1,01€ 31

387,03! 683,69° 352,63 10,76¢
Deferred income ta

Bermuda — — — —
ROC 243,62! 18,06: (332,95) (10,169
Others — 57,22: 262,43! 8,011
243,62! 75,28: (70,520 (2,152)
Adjustment of prior yea’ income taxe: (4,677) 32,96¢ (201,71)) (6,15¢)
Income tax expens 625,98° 791,94¢ 80,40( 2,454
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comtiied)
C. Income tax expense (continue

Reconciliation between the income tax calculategrenatax financial statement income based on tigitslry tax rate and the income tax
expense which conforms to U.S. GAAP is as follows:

Year Ended December 31
2006 2007 2008
NT$ NT$ NT$ uss$
(in thousands)
Tax on pretax income (loss) at ( — — — —

Tax on pretax income (loss) at applicable statutatgs 1,350,04. 1,447,85! (1,147,03) (35,019
Additional 10% on the unappropriated earni 111,06¢ 171,59 166,31¢ 5,077
Tax effects of
Tax-exempt (income) los (196,021 (59,66.) 134,17 4,09t
Permanent difference
Non-taxable (gain)/loss on sales of investmr 32,13( (9,74%) (2,159 (66)
Non-deductible investment loss (117,13) (25,439 74,79: 2,28¢
Non-deductible expens (1,22)) (2,027%) 378,48 11,55:
Other — — 9,15( 27¢
Temporary difference — 2,42 — —
Tax credits- utilized (506,28 (723,59, (165,909 (5,069
- deferred (206,92)) 172,17: (22,867 (69¢)
Valuation allowanct 284,39 (248,47.) 871,76¢ 26,61’
Loss recognize (6,764 4,12¢ — —
Losses carried forwat (246,35) (4,12%) 227,73¢ 6,957
Losses carried forwal- deferred 133,73: — (227,739 (6,9572)
Adjustment of prior ye¢s income ta (4,677) 65,84 (216,327 (6,607)
Income tax expens 625,98 791,94¢ 80,40( 2,454

The components of net deferred income tax assakslifies) were as follows:

December 31

2007 2008

NT$ NT$ Uss$
(in thousands)

Deferred income tax asse¢

Current
Unrealized foreign exchange Ic 2,321 (1,209 (36)
Tax credits — 302,77¢ 9,24:
Loss of market price decline and obsolete and-moving inventorie: 13,73¢ 21,17 64€
Unrealized loss on sale allowant 53,27¢ 26,68¢ 81t
Allowance for doubtful receivable — 573,00« 17,49
Others 15,74¢ 5,42F 16E
85,08( 927,86. 28,32:
Valuation allowanct (2,387) (578,35) (17,659
82,69: 349,51( 10,66¢
Non-current
Unrealized impairment loss on idle fixed as: 10€ — —
Tax credit: 946,30:. 666,39: 20,34
Losses carried forwai 75,64¢ 612,32¢ 18,69!
Impairment los: — 15C 4
Building 754 70t 22
Star-up costs 831 407 12
Others 309,75: 402,03( 12,27:
1,333,39 1,682,01: 51,34
Valuation allowance (775,030  (1,243,18) (37,949
558,36. 438,82¢ 13,39¢
Deferred income tax liabilitie
Non-current
Depreciation difference (698,00:) (615,269 (18,78)
Interest capitalizatio (7,407 (3,516 (107
Inventory valuatior — 9,20 281

(705,40)  (609,58() (18,607
(147,040  (170,75) (5212
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26. ADDITIONAL DISCLOSURES REQUIRED BY U.S. GAAP (comtiied)

d.

Pension plan
The impact of the adoption of SFAS No.158 has lre#lacted within the consolidated financial statetseas follows:

Year Ended December 31
2006 2007 2008
NT$ NT$ NT$ US$
(in thousands)

Components of net periodic benefit ¢

Service cos 1,68¢ 1,66: 1,57¢ 48
Interest cos 7,79(C 8,73t 12,46: 38C
Project return on plan ass: (4,740 (5,500 (7,910 (24))
Net amortization and deferre
Unrecognized net transition obligati 53 (293) (299) 9
Curtailment los: 78C 4,191 7,29t 223
Net prior service cos — — (56) 2
Net periodic benefit cot 5,571 8,79t  13,07¢ 39¢
Recognized in other comprehensive inco
Unrecognized net transition obligati 5 (1,22%) (62 2
Net prior service cos — — (4,149 (12€)
Unrecognized actuarial lo: 44,63¢  162,35¢ 3,25¢ 99
Total recognized in other comprehensive ince 44,64  161,13: (952) (29
Total recognized in total benefit cost and othenpmehensive incom 50,21« 169,92¢ 12,12¢ 37C

The estimated net transition assets and actuasalfbr the defined benefit pension plans thatlvélamortized from accumulated other
comprehensive income into benefits cost in 2009T$136 thousand (US$4 thousand) and NT$7,151 timl@dS$218 thousand),
respectively.

Year Ended December 31
2006 2007 2008
NT$ NT$ NT$ US$
(in thousands)

Changes in benefit obligatic

Benefit obligation at beginning of Ye 283,25: 317,64¢ 475,79:¢ 14,52¢
Service cos 1,68¢ 1,66 1,57¢ 48
Interest cos 7,781 8,73¢ 12,46: 38C
Plan amendmen — — (3,58)) (209
Actuarial loss 24,92« 147,75 10,29: 314
Benefit obligation at end of ye 317,64t 475,79: 496,54 15,157
Changes in plan ass¢
Fair value of plan assets at beginning of y 156,17: 199,99: 249,59¢ 7,61¢
Actual return on plan asse 4,16 5,95¢ 9,15¢ 27¢
Employer contributior 39,65¢ 43,69: 32,78( 1,001
199,99: 249,63’ 291,53. 8,89¢
Funds statu (117,659 (226,15) (205,01  (6,25¢)
Unrecognized actuarial lo: 68,18« (13,000 (24,47¢) (747)
Net amount recognized (recognized as accrued penekt) (49,47()  (239,15) (229,49)  (7,00%)
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d. Pension plans (continue
Amounts recognized in accumulated other comprelieriscome, net of minority interests, consist of:

2007 2008
NT$ NT$ Us$
(in thousands)

Unrecognized net transition obligation (as: (3,329 (3,009 (92
Net prior service cos — (3,525 (10¢)
Unrecognized los 217,54¢ 219,38: 6,697
Gross amount recognizt 214,22" 212,85: 6,497
Minority interests (8,44°) (8,02¢) (24%)
Total recognized in total benefit cost and othenpmehensive incom 205,77 204,82! 6,252

2006 2007 2008
Actuarial assumption
Discount rate 2.7%% 2.7%% 2.7%%
Rate of compensation incree 4.25% 4.25% 4.25%
Expected return on plan ass 2.7%% 2.7%% 3.0(%

The accumulated benefit obligation for all defirmhefit pension plans was NT$232,107 thousand ar&PhD,221 thousand at
December 31, 2007 and 2008, respectively.

There were no pension plans with an accumulatedflierbligation in excess of plan assets as of bdmmr 31, 2007 and 2008.

The plan assets are all invested in the CentradtiaLiChina. The plan benefits are based on empByears of service and compensation.
The plan assets primarily consist of cash, goventioans, equity securities, notes and bonds.

The fair value of the plan assets was NT$249,68dshnd and NT$291,532 thousand (US$8,899 thousamycember 31, 2007 and
2008, respectively. As of December 31, 2007 an@20ese assets were allocated among asset categsriollows:

Current minimum,
target and maximum

Asset category 2007 200¢ allocation policy
Equity securitie: 10% 31% 11%
Bonds 13% 15% 2%
Notes 12% 12% 2%
Government loan 2% 2% 2%
Foreign investmer 6% — —
Cash _57% _40% 2%
Total 100% 10C%

Under ROC regulation, government authority willleot the fund as Labor Retirement Fund and detegrifia assets allocation and
investment policy.

ChipMOS Taiwan and ThaiLin anticipate contributii@$21,963 thousand to their pension plans durin@f20
The Company has no other post-retirement or pogt@ment benefit plans.
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e. Statements of cash flov

ROC SFAS No. 17, “Statement of Cash Flows” has laggtied. Its objectives and principles are simitathose set out in SFAS No. 95,
“Statement of Cash Flows” (“SFAS No. 95”). The mijpal differences between the standards relatéassification. Summarized cash
flow data by operating, investing and financing\aties in accordance with SFAS No. 95 are as fafio

Year Ended December 31
2006 2007 2008
NT$ NT$ NT$ Uss$
(in thousands)

Net cash inflow (outflow) from

Operating activitie! 6,271,44 10,322,13 4,890,63 149,28°
Investing activities (15,086,91) (12,212,08) (2,296,91) (70,119
Financing activitie: 9,881,17: 522,08! (1,405,51) (42,907
1,065,71. (1,367,86) 1,188,20! 36,27(

Effect of changes in foreign exchange 1 12,84¢ 38,78° 46,32¢ 1,41¢
Cash and cash equivalents at the beginning of 4,607,00: 5,685,56. 4,356,48. 132,98:
Cash and cash equivalents at the end of 5,685,56: 4,356,48: 5,591,01 170,66¢

f. Statements of comprehensive inca

Year Ended December 31

2006 2007 2008
NTS NTS NTS USs$
(in thousands)

Net income based on U.S. GA/ 1,253,101 2,901,671 (7,177,66) (219,099
Other comprehensive income (los

Unrealized gain on availat-for-sale security (5,64%) — — —

Translation adjustmel 78,34" 209,39( 156,25( 4,77(C
Comprehensive inconr 1,325,80: 3,111,061 (7,021,41) (214,32)

Components in other comprehensive income refentestments in MVI and ProMOS. Under ROC laws, tHosses and gains are not
subject to income tax. Therefore, no tax expendeenefit is allocated to such investments.

g. Statements of accumulated other comprehensive ia

Accumulated

Other

. Translation Comprehensive
Unrecognizec

Pension Cost Adjustment Income

NT$ NTS$ NT$
December 31, 200 (44,647 68,07« 23,43!
Addition in 2007 (161,139 209,39( 48,25¢
December 31, 20C (205,77°) 277,46: 71,68
Addition in 2008 952 156,25( 157,20:
December 31, 20C (204,82% 433,71 228,88¢
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h.  Shareholdel equity
Employee stock-based compensation has been acddontender SFAS No. 123(R).

The Company has in place a Share Option Plan (P021). Under the terms of the plan, the exercigge et on the grant of share options
may not be less than the par value of a CompanyeSirathe date of grant of such option. In Aug@&, the Company adopted a second
Share Option Plan (2006 Plan). The number of shthegsnay be issued under the two plans is 16,000s8ares and may consist in whole
or part of authorized but unissued shares of thgamy which are not reserved for any other purpdseconsideration is payable for the
grant of an option.

Under the plans, options may be granted to alctbrs, officers, employees and consultants of them@any and its affiliates. Options are
exercisable for a maximum of ten years from the dat which such option is granted and five yeammfthe date on which such option is
granted if the holder of the option owns more th@% of the combined voting power of the Companthattime the option is granted.

In September 2006, the Company adopted a share@ation rights plan. The share appreciation righas provides that the directors,
officers and employees of the Company and itsiaffis may be granted cash-settled share apprecragius.

The fair value for options granted has been eséthat the date of grant using the Black-Scholeso@ricing Model with the following
weighted average assumptions:

Risk free Expected
Year of grant interest rate Expected life Expected volatility dividend yield
2002 4.7% 5 year 114.92% 0%
2003 4.7% 4.25 year 118.07% ~ 148.7% 0%
2004 1.7%% 4.25 year 112.40% ~ 123.(% 0%
2006 4.62% ~ 4.7% 4.25 year 102.67% ~ 133.2% 0%
2007 3.32% ~ 5.0% 4.25 year 134.71% ~ 171.(% 0%
2008 1.30% ~ 3.4% 4.25 ~ 6 yea 97.83% ~ 188.C% 0%
The following table presents the stock option agtifor the year ended December 31, 2007 and 2008.
Weighted
Average Aggregate
Number of Exercise Intrinsic
Options Price Value
US$ US$
(in thousands’
Outstanding at December 31, 2( 6,558,73! 4.0z
Grantec 1,884,401 5.34
Forfeited (228,63)) 5.4€
Exercisec (865,617 2.6¢
Outstanding at December 31, 2( 7,348,89: 4.4¢
Grantec 3,981,48 1.9z
Forfeited (763,229 4.34
Exercisec (127,85() 0.81
Expired (1,180,73) 2.3
Outstanding at December 31, 2( 9,258,56. 3.71 8
Exercisable at December 31, 2C 3,5638,11. 3.6¢
Exercisable at December 31, 2C 3,501,84: 4.77 —
Vested and expected to vest in 2( 7,158,35. 4.4¢
Vested and expected to vest in 2( 8,970,72 3.7z 7
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h.

Shareholde’ equity (continued

The aggregate intrinsic value in the table abopeesents the total intrinsic value (i.e., the diéfece between the Company’s closing stock
price of US$0.25 on December 31, 2008 (DecembeP@17: US$4.26) and the exercise price, times timhber of options) that would
have been received by the option holders had &bmpolders exercised their options on Decembef808. The total intrinsic value of
options exercised during the year ended Decemhe2(B was nil (2007: NT$3,535 thousand). The tizialvalue of options vested and
forfeited during the year ended December 31, 2088 MT$121,802 thousand (US$3,718 thousand) (20081088,478 thousand). The
number of options vested during the year ended mbee 31, 2008 was 127,850 (2007: 865,612). Thehteiaverage remaining
contractual term of the outstanding options at Demer 31, 2008 was 4.5 (2007: 6) years.

As of December 31, 2008, NT$40,878 thousand (USKBL{Rousand) (2007: NT$124,973 thousand) of tateécognized compensation
cost related to stock options is expected to begrized over a weighted average period of 3 years.

The Company’s employees have the ability to exeraistock option (i.e., remit cash consideratiothéoCompany for the exercise price)
in exchange for stock during the vesting periothefaward.

The following table presents a summary of the nunolb@and weighted average grant date fair valuganding the unvested share options
as of December 31, 2008 and changes during thetlyearended:

Weighted
Average

Number of Fair

Options Value

US$
Unvested options outstanding at December 31, : 3,332,81 4.34
Grantec 1,884,401 5.64
Vested (2,177,79) 3.94
Forfeited (228,63) 5.1
Unvested options outstanding at December 31, : 3,810,78: 5.0€
Grantec 3,981,48 1.6€
Vested (1,272,32) 5.6
Forfeited (763,229 4.6¢
Unvested options outstanding at December 31, : 5,756,71! 3.0€

The Company’s determination of fair value of emgleyshare options on the date of grant using thekE8aholes Option Pricing Model is
affected by the Company’s stock price as well asiaptions regarding a number of highly complex sutgjective variables. These
variables include, but are not limited to the Compa expected stock price volatility over the tesfrthe awards. Option pricing models
were developed for use in estimating the valugaafdd options that have no vesting or hedgingicéisins and are fully transferable.
Because the Company’s employee stock options hextaiic characteristics that are significantly difet from traded options, and because
changes in the subjective assumptions can mateat#ct the estimated value, in management’s opirtihe existing valuation models
may not provide an accurate measure of the fairevaf the Company’s employee stock options. Alttotige fair value of employee stock
options is determined in accordance with SFAS 128&%g an option pricing model, that value may @indicative of the fair value
observed in a willing buyer/willing seller markeamsaction.
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Convertible note

The Company accounts for the conversion optiohénconvertible notes as derivative liabilities atardance with SFAS No. 133 and
Emerging Interpretation Task Force (“EITF”) Issue.l90-19 “Accounting for Derivative Financial Instnents Indexed to, and Potentially
Settled in, a Company’s Own Stock”. The discoutritattable to the issuance date aggregate fairevafihe conversion option, totaling
NT$1,198,510 thousand (US$36,585 thousand), isgberimortized using the effective interest method dlve term of the convertible
notes.

The change in fair value on revaluation of the eddleel derivative liabilities represents the differetetween the fair value of the
embedded derivative liabilities at their originssile date and their fair value on December 31, 280®) an option pricing model. As of
December 31, 2008, the fair value of the embed@edative liabilities amounted to nil thousand. Téféect of the fair market value
adjustment of NT$203,698 thousand (US$6,218 thal)saas recorded in the consolidated statement efatipns.

The following assumptions were applied to the cotilvie notes using the option pricing model:

December 31 December 31
2008 2008

CN due 200¢ CN due 2011
Market price US§ 0.2¢ US$¢ 0.2t
Conversion prict USY 6.2¢ US$ 6.8t
Term 5 year: 5 year
Volatility 82.768%% 42.532%
Risk-free interest rat 1.9191% 1.6827'%

Please refer to Note 14 for details of the termthefconvertible notes.

F-61



Exhibit 1.2
BYE-LAWS
OF
ChipMOS TECHNOLOGIES (Bermuda) LTD.
| HEREBY CERTIFY that the within written Bye-Lawseaa true copy of the Bye-Laws 6hipMOS TECHNOLOGIES (Bermuda) LTD. (the

“Company”) as adopted by a written resolution & fole shareholder of the Company on th&d&y of January 2001, and amended up to a general
meeting of the shareholders of the Company helther29 August 2008.

'.__‘.\_ % II; A _\ ;
Il.l

Director

Prepared by
Appleby
8th Floor, Bank of America Tower
12 Harcourt Road
Central
Hong Kong



BYE-LAW  SUBJECT PAGE
1 Interpretatior 1-3
2 Registered Offict 4
34 Share Right: 4-5
5,6 Modification of Rights 5-6
7-9 Shares 6-7
10-12 Certificates 7
13-15 Lien 8-9
16-21 Calls on Share 9-1C
22-28 Forfeiture of Share 10- 12
29-29A Register of Shareholde 12-13
30 Register of Directors and Office 13
31-34 Transfer of Share 13-15
35-38 Transmission of Shar 16- 17
3941 Increase of Capite 17-18
42,43 Alteration of Capita 18-19
44,45 Reduction of Capite 19
46 General Meetings and Written Resolutit 20- 22
47,48 Notice of General Meeting 22-23
49-55 Proceedings at General Meetir 23-25
56-67 Voting 25- 28
68-73 Proxies and Corporate Representat 29-31
74-76 Appointment and Removal of Directc 31-33



BYE-LAW  SUBJECT PAGE

77 Resignation and Disqualification of Directc 33
78-80 Alternate Director: 34
81 Director¢ Fees and Additional Remuneration and Expe 35
82 Director¢ Interests 35-37
83-87 Powers and Duties of the Boe 37-38
88-90 Delegation of the Boa’s Power: 39
91-99 Proceedings of the Boa 40- 42
100 Officers 43
101 Minutes 43-44
102, 102 Secretary and Resident Represente 44
104 The Sea 44 - 45
105-111 Dividends and Other Paymer 46- 48
112 Reserve: 48
113,114 Capitalization of Profit: 48- 49
115 Record Date 50
11€-118  Accounting Record 50- 51
119 Audit 51
12C-122  Service of Notices and Other Docume 51-54
123 Winding Up 54
124-128  Indemnity 54-57
129 Extraordinary Transactior 57
130 Continuation 58
131 Alteration of ByeLaws 58



1

2

BYE-LAWS
of
ChipMOS TECHNOLOGIES (Bermuda) LTD.
INTERPRETATION

(1) Inthese Bye-Laws unless the context otherwiseiregu
“Bermuda” means the Islands of Bermuda;
“Board” means the Board of Directors of the Company oitinectors present at a meeting of Directors at Whieere is a quorum;

“the Companies Acts” means every Bermuda statute from time to time liogf@oncerning companies insofar as the same applibe
Company;

“Company” means the company incorporated in Bermuda underaime of ChipMOS TECHNOLOGIES (Bermuda) LTD. ofiAugust
2000;

“Director” means a director of the Company;

“Officer” means a person appointed by the Board pursuanted Bw 100 of these Bye-Laws and shall not incladeuditor of the
Company;

“paid up” means paid up or credited as paid up;

1“Principal Register” means the register of shareholders of the Compaigtained in Bermuda;

2“Register” means the Principal Register and any branch redistee kept pursuant to the provisions of the Canigs Act;
“Registered Office’ means the registered office for the time beinchef€ompany

New definition inserted on 14 Dec 20
Definition amended on 14 Dec 2001
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4

3“ Registration Office ” means in respect of any class of share capitah glace or places in the Relevant Territory orwtsere where
the Directors from time to time determine to kedpanch register of shareholders in respect ofdleets of share capital and where (ex
in the case where the Directors otherwise agraesters or other documents of title for such ctdshare capital are to be lodged for
registration and are to be registered,;

4“ Relevant Territory ” means such territory as the Directors may from tionéme decide if the issued share capital ofCoenpany is
listed on a stock exchange in such territory;

“ Resident Representative "means the individual (or, if permitted in accordamdth the Companies Acts, the company) appoirded t
perform the duties of resident representative getrothe Companies Acts and includes any assistaté¢puty Resident Representative
appointed by the Board to perform any of the dutiethe Resident Representative;

“ Resolution ” means a resolution of the Shareholders or, whepgine, of a separate class or separate clas&isaoéholders, adopted
either in general meeting or by written resolutimnaccordance with the provisions of these Bye-$aw

“ Seal " means the common seal of the Company and includedwplicate thereof;

“ Secretary " includes a temporary or assistant or deputy Segratad any person appointed by the Board to permmgnof the duties of
the Secretary of the Company;

New definition inserted on 14 Dec 20
New Definition inserted on 14 Dec 20
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®)
(4)
©)
(6)

@)

5“Securities Seal’means a seal for use for sealing certificatesHares or other securities issued by the Companghwikia facsimile of
the Seal of the Company with the addition on itefaf the words “Securities Seal”:

6“share "means a share of the Company and includes adracfia share;
“Shareholder” means a shareholder or member of the Company;
“these Bye-Laws”means these B-Laws in their present form or as from time to tiemended

For the purposes of these I-Laws a corporation shall be deemed to be prese#rison if its representative duly authorised pamsto
the Companies Acts is prese

Words importing only the singular number include glural number and vice vers
Words importing only the masculine gender incluake feminine and neuter genders respecti
Words importing persons include companies or aaiocis or bodies of persons, whether corporate-incorporate

Reference to writing shall include typewriting,ging, lithography, photography and other modesepfesenting or reproducing words in
a legible and nc-transitory form;

Any words or expressions defined in the Companiets A force at the date when these Bye-Laws ormantythereof are adopted shall
bear the same meaning in these-Laws or such part (as the case may

New definition inserted on 14 Dec 20

New Definition inserted on 29 Aug 20!



REGISTERED OFFICE

The Registered Office shall be at such place imBeia as the Board shall from time to time appc

SHARE RIGHTS

Subject to any special rights conferred on the éralabf any share or class of shares, any shahe i@dmpany may be issued with or have
attached thereto such preferred, deferred, qualdieother special rights or such restrictions, tweein regard to dividend, voting, return of
capital or otherwise, as the Company may by Reisolutetermine or, if there has not been any sutéraenation or so far as the same shall
make specific provision, as the Board may detern

(1) Subject to the Companies Acts, any preference shmag, with the sanction of a resolution of the lBp&e issued on term
(@) thatthey are to be redeemed on the happerfia specified event or on a given date; and/or,
(b) that they arc liable to be redeemed at fit®n of the Company; and/or,
(c) if authorised by the memorandum/incorpoigatuct of the Company, that they are liable to lokeeened at the option of the holder.

The terms and manner of redemption shall he pravidein such resolution of the Board and shalatiached to but shall not form part of
these By-Laws.
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(2) 7The Board may, at its discretion and without thectian of a Resolution, authorise the acquisitigriie Company of its own shares for
cash or other consideration, to be held as treashayes, upon such terms as the Board may insi¢sedion determine, PROVIDED
ALWAYS that such acquisition is effected in accarda with the provisions of the Companies Acts. Tlepany shall be entered in the
Register as a Shareholder in respect of the shatddy the Company as treasury shares and shalStmreholder of the Company but
subject always to the provisions of the Companiets Aand, for the avoidance of doubt, the Compaayl sbt exercise any rights in
respect of such shares, save as expressly profadédthe Companies Ac

MODIFICATION OF RIGHTS

Subject to the Companies Acts, all or any of thecggd rights for the time being attached to angglaf shares for the time being issued may
from time to time (whether or not the Company is'gevound up) be altered or abrogated with the enni writing of the holders of not less
than seventy five percent of the issued sharesadfdass or with the sanction of a Resolution paisg a separate general meeting of the holders
of such shares voting in person or by proxy. To sumh separate general meeting, all the provisibtisese Byd-aws as to general meetings

the Company shathutatis mutandigpply, but so that the necessary quorum shall beotwnore persons holding or representing by pemy

of the shares of the relevant class, that evergenalf shares of the relevant class shall be edtih a poll to one vote for every such share held
by him and that any holder of shares of the relegkass present in person or by proxy may demgmallaprovided, however, that if the
Company or a class of Shareholders shall have@myShareholder, one Shareholder present in perdoynproxy shall constitute the neces:
quorum.

Bye-law 4(2) amended on 29 Aug 2008
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The special rights conferred upon the holders gfsirares or class of shares shall not, unlesswitteexpressly provided in the rights
attaching to or the terms of issue of such shéesleemed to be altered by the creation or isstigtbier shares ranking pari passu therev

SHARES

Subject to the provisions of these Bye-Laws, thissued shares of the Company (whether formingagfdtte original capital or any increased
capital) shall be at the disposal of the Board,clwlmay offer, allot, grant options over or othemeviispose of them to such persons, at such
times and for such consideration and upon suchstamd conditions as the Board may detern

Subject to the provisions of these Bye-Laws, argrehof the Company held by the Company as treahames shall be at the disposal of the
Board, which may hold all or any of the sharespdée of or transfer all or any of the shares fehaar other consideration, or cancel all or any
of the shares

The Board may in connection with the issue of dmras exercise all powers of paying commissiontanllerage conferred or permitted by
law.

Except as ordered by a court of competent juriggiadr as required by law, no person shall be reisagl by the Company as holding any sl
upon trust and the Company shall not be bound bgaquired in any way to recognise (even when ha

Insertion of new Bye-law 7A on 29 Aug 2008



10.

11.

12.

notice thereof) any equitable, contingent, futur@artial interest in any share or any interestniy fractional part of a share or (except only as
otherwise provided in these Bye-Laws, or by lawy ather right in respect of any share except aolabsright to the entirety thereof in the
registered holde

CERTIFICATES

The preparation, issue and delivery of certificateall be governed by the Companies Acts. In tise cé a share held jointly by several
persons, delivery of a certificate to one of seMjgiat holders shall be sufficient delivery to.

If a share certificate is defaced, lost or destdoyenay be replaced without fee but on such te(ifreny) as to evidence and indemnity and to
payment of the costs and out of pocket expensteedCompany in investigating such evidence andgieg such indemnity as the Board may
think fit and, in case of defacement, on delivefryhe old certificate to the Compar

All certificates for share or loan capital or otlsecurities of the Company (other than letterdlofraent, scrip certificates and other like
documents) shall, except to the extent that thegemd conditions for the time being relating thermherwise provide, be issued under the
Seal. The Board may by resolution determine, eigjegerally or in any particular case, that any aigres on any such certificates need not be
autographic but may be affixed to such certificdtgsome mechanical means or may be printed theretivat such certificates need not be
signed by any persor



13.

14.

LIEN

The Company shall have a first and paramount lieewery share (not being a fully paid share) fomaineys, whether presently payable

not, called or payable, at a date fixed by or iooadance with the terms of issue of such sharedpect of such share, and the Company shall
also have a first and paramount lien on every sgaher than a fully paid share) standing registénethe name of a Shareholder, whether
singly or jointly with any other person, for alletlilebts and liabilities of such Shareholder oekiste to the Company, whether the same shall
have been incurred before or after notice to then@my of any interest of any person other than Sk&reholder, and whether the time for the
payment or discharge of the same shall have agtaaived or not, and notwithstanding that the sameejoint debts or liabilities of such
Shareholder or his estate and any other persorthetha Shareholder or not. The Company'’s lien shae shall extend to all dividends
payable thereon. The Board may at any time, edbeerally or in any particular case, waive any tieat has arisen or declare any share to be
wholly or in part exempt from the provisions ofgfBye-Law.

The Company may sell, in such manner as the Boasdthink fit, any share on which the Company héisrabut no sale shall be made unless
some sum in respect of which the lien exists isgmdy payable nor until the expiration of fourtekys after a notice in writing, stating and
demanding payment of the sum presently payableyairty notice of the intention to sell in defauftsuch payment, has been served on the
holder for the time being of the sha



15.

16.

17.

The net proceeds of sale by the Company of anyeshar which it has a lien shall be applied in evaals payment or discharge of the debt or
liability in respect of which the lien exists so &6 the same is presently payable, and any resitle(subject to a like lien for debts or
liabilities not presently payable as existed uganghare prior to the sale) be paid to the perdunwas the holder of the share immediately
before such sale. For giving effect to any such #a Board may authorise some person to trartsfestare sold to the purchaser thereof The
purchaser shall be registered as the holder dflihee and he shall not be bound to see to thecafiph of the purchase money, nor shall his
title to the share be affected by any irregulasitynvalidity in the proceedings relating to thées

CALLS ON SHARES

The Board may from time to time make calls uponShareholders in respect of any moneys unpaide@inshares (whether on account of the
par value of the shares or by way of premium) astcdoly the terms of issue thereof made payabledatafixed by or in accordance with such
terms of issue, and each Shareholder shall (sutmebe Company serving upon him at least fourtdsgrs notice specifying the time or times

and place of payment) pay to the Company at the @intimes and place so specified the amount calhelis shares. A call may be revoked or
postponed as the Board may determ

A call may be made payable by instalments and dleafleemed to have been made at the time wheegbkition of the Board authorising the
call was passel



18.
19.

20.

21.

22.

The joint holders of a share shall be jointly aadesally liable to pay all calls in respect there

If a sum called in respect of the share shall egp&id before or on the day appointed for payntesriebf the person from whom the sum is
shall pay interest on the sum from the day appdifiethe payment thereof to the time of actualrpemt at such rate as the Board may
determine, but the Board shall be at liberty towggiayment of such interest wholly or in pi

Any sum which, by the terms of issue of a sharepb®s payable on allotment or at any date fixedrbg accordance with such terms of ist
whether on account of the nominal amount of theeshaby way of premium, shall for all the purposéghese Bye-Laws be deemed to be a
call duly made, notified and payable on the datevbith, by the terms of issue, the same becomeahpaynd, in case of non-payment, all the
relevant provisions of these Bye-Laws as to payroéiriterest, forfeiture or otherwise shall appdyiisuch sum had become payable by virtue
of a call duly made and notifie

The Board may on the issue of shares differentiatereen the allottees or holders as to the amduwalis to be paid and the times of paym:

FORFEITURE OF SHARES

If a Shareholder fails to pay any call or instalithef a call on the day appointed for payment tbErde Board may at any time thereafter
during such time as any part of such call or ims&it remains unpaid serve a notice on him requpagnent of so much of the call or
instalment as is unpaid, together with any intendgth may have accrue

10



23.

24.

25.

26.

The notice shall name a further day (not béesg than 14 days from the date of the notice)rdsefore which, and the place where, the
payment required by the notice is to be made aall state that, in the event of non-payment onejote the day and at the place appointed,
the shares in respect of which such call is madestalment is payable will be liable to be foréeit The Board may accept the surrender of
any share liable to be forfeited hereunder andugh case, references in these-Laws to forfeiture shall include surrend

If the requirements of any such notice as afideare not complied with, any share in respeethto€h such notice has been given may at any
time thereafter, before payment of all calls otaimments and interest due in respect thereof has trade, be forfeited by a resolution of the
Board to that effect. Such forfeiture shall incluadledividends declared in respect of the forfeisddres and not actually paid before the
forfeiture.

When any share has been forfeited, noticeeofdtfeiture shall be served upon the person whe lvedore forfeiture the holder of the share;
but no forfeiture shall be in any manner invalidbly any omission or neglect to give such noticafasesaid

A forfeited share shall be deemed to be thpgmtg of the Company and may be sold, re-offeredtioerwise disposed of either to the person
who was, before forfeiture, the holder thereof mtitked thereto or to any other person upon suagigeand in such manner as the Board shall
think fit, and at any time before a sale-allotment or disposition the forfeiture may be caled on such terms as the Board may thinl
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27.

28.

20.

A person whose shares have been forfeited tiem#upon cease to be a Shareholder in respdu édrfeited shares hut shall,
notwithstanding the forfeiture, remain liable to/ga the Company all moneys which at the date defture were presently payable by himr
the Company in respect of the shares with intéheston at such rate as the Board may determinetfie date of forfeiture until payment,
and the Company may enforce payment without bentipuany obligation to make any allowance for thkig of the shares forfeite

An affidavit in writing that the deponent i©&ector or the Secretary and that a share has dhalgrforfeited on the date stated in the affidavit
shall be conclusive evidence of the facts theriited as against all persons claiming to be edtide¢he share, The Company may receive the
consideration (if any) given for the share on tale sre-allotment or disposition thereof and theiBlomay authorise some person to transfer
the share to the person to whom the same is sohal]otted or disposed of, and he shall thereugoreistered as the holder of the share and
shall not be bound to see to the application oflmehase money (if any) nor shall his title to share be affected by any irregularity or
invalidity in the proceedings relating to the fatfiee, sale, r-allotment or disposal of the sha

REGISTER OF SHAREHOLDERS

The Secretary shall establish and maintain thedRegat the Registered Office in the manner presdrby the Companies Acts. Unless
Board otherwise determines, the Register shallges ¢o inspection in the manner prescribed by thmg@anies Acts between 10.00 a.m. and
12.00 noon on every working day. Unless the Boardetermines, no Shareholder or intending Sharehaldall be entitled to have entere«
the Register any indication of any trust or anyitdple, contingent, future or partial interest imyahare or any interest in any fractional part
of a share and if any such entry exists or is pgechby the Board it shall not be deemed to abeogay of the provisions of B-Law 9.
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929A.

30.

31.

9
10

Subject to the provisions of the Companies ActefBoard considers it necessary or appropriaéeeCompany may establish and maintain a
local or branch register at such location outsidenBida as the Board thinks fit and, while the idsslgare capital of the Company is, with the
consent of the Board, listed on any stock exchamgay place outside Bermuda, the Company shap keleranch register in the place where
the Compan’s shares are liste

REGISTER OF DIRECTORS AND OFFICERS

The Secretary shall establish and maintaigister of the Directors and Officers as requiredi®/Companies Acts. The register of Directors
and Officers shall be open to inspection in the meamprescribed by the Companies Acts between 1@0and 12:00 noon on every work
day.

TRANSFER OF SHARES

Subject to the Companies Acts and to sucheofehktrictions contained in these Bye-Laws as neagfplicable, any Shareholder may transfer
all or any of his shares by an instrument of transf the usual common form or in any other formlitthe Board may approv¥®.No such
instrument shall be required on the redemption sifae or on the purchase by the Company of a.<

New Bye-Law 29A inserted on 14 Dec 2001
Bye-law 31 amended on 29 Aug 2008
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32. The instrument of transfer of a share sha#ligeed by or on behalf of the transferor and wizengeshare is not fully-paid, the transferor shall
be deemed to remain the holder of the share tnatihme of the transferee is entered in the Registespect thereof. All instruments of
transfer when registered may be retained by theg@dom The Board may, in its absolute discretionaitdout assigning any reason there
decline to register any transfer of any share whiaiot a full\-paid share. The Board may also decline to regéstgitransfer unles-

Q) the instrument of transfer is duly stampeddduired by law) and lodged with the Company, aquamed by the certificate for the
shares to which it relates, and such other evideaadbe Board may reasonably require to show tie df the transferor to make
the transfer

2) the instrument of transfer is in respect of onlg alass of share; ai
3) where applicable, the permission of the Bermuda éflany Authority with respect thereto has been oletzhi

Subject to any directions of the Board from timeinee in force, the Secretary may exercise the pswad discretions of the Board under
Bye-Law and Bye-Laws 31 and 33.

33. If the Board declines to register a transfshiéill, within the months after the date on whivh instrument of transfer was lodged, send to the
transferee notice of such refus
1133A (1) The Board may, in its absolute discretion, at amgtand from time to time transfer any share upe@nRrincipal Register to any

branch register or any share on any branch redistée Principal Register or any other branchstegi

1 New Bye-Law 33A inserted on 14 Dec 2001
14



34.

2) Unless the Board otherwise agree (which agreemagttra on such terms and subject to such conditiertse Board in its absolt
discretion may from time to time stipulate, and ethagreement it shall, without giving any reasarefor, be entitled in its
absolute discretion to give or withhold) no shamegshe Principal Register shall be transferredipl@anch register nor shall she
on any branch register be transferred to the RraddRegister or any other branch register andatisfers and other documents of
title shall be lodged for registration, and registk in the case of any shares on a branch regdgtdre relevant Registration Office,
and, in the case of any shares on the PrincipailkRegat the transfer office where the PrincipagRter is kept. Unless the Board
otherwise agrees, all transfers and other docunuénitde shall be lodged for registration with,caregistered at, the relevant
Registration Office

3) Notwithstanding anything contained in this I-Law, the Company shall as soon as practicableoareiregular basis record in the
Principal Register all transfers of shares effected@ny branch register and shall at all times ta#irthe Principal Register in all
respects in accordance with the Companies

Subject to the Companies Acts, the Companychayge such reasonable fee as may be determintke [Board from time to time for
registering any transfer, probate, letters of adstration, certificate of death or marriage, poweattorney, distringas or stop notice, order of
court or other instrument relating to or affectthg title to any share, or otherwise making anyeintthe Register relating to any she
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35.

36.

TRANSMISSION OF SHARES

In the case of the death of a Shareholdesuheavor or survivors, where the deceased wasra fmlder, and the estate representative, where
he was sole holder, shall be the only person rezedrby the Company as having any title to his esidout nothing herein contained shall
release the estate of a deceased holder (whethsol# or joint) from any liability in respect afyashare held by him solely or jointly with
other persons. For the purpose of this Bgey, estate representative means the person to whobate or letters of administration has or t
been granted in Bermuda or, failing any such persoech other person as the Board may in its alesdistretion determine to be the person
recognised by the Company for the purpose of tigie-Law.

Any person becoming entitled to a share in consecpief the death of a Shareholder or otherwisepeyadion of applicable law may, subj
as hereafter provided and upon such evidence Ipgotduced as may from time to time be required leyBbard as to his entitlement, eithel
registered himself as the holder of the shareentdéb have some person nominated by him registesele transferee thereof. If the perso
becoming entitled elects to be registered himbelfshall deliver or send to the Company a notiagriting signed by him stating that he so
elects. If he shall elect to have his nominee teggsl, he shall signify his election by signingistrument of transfer of such share in favour
of his nominee. All the limitations, restrictionsdaprovisions of these Bye-Laws relating to thétigp transfer and the registration of transfer
of shares shall be applicable to any such notigestrument of transfer as aforesaid as if thefde&ithe Shareholder or other event giving

to the transmission had not occurred and the notidestrument of transfer was an instrument afigfar signed by such Shareholc
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37.

38.

39.

A person becoming entitled to a share in camsece of the death of a Shareholder or otherwisgpleyation of applicable law shall (upon
such evidence being produced as may from timerte bie required by the Board as to his entitlemem@ntitled to receive and may give a
discharge for any dividends or other moneys payiablespect of the share, but he shall not beledtih respect of the share to receive no
of or to attend or vote at general meetings of@Gbenpany or, save as aforesaid, to exercise in cespé¢he share any of the rights or
privileges of a Shareholder until he shall haveobee registered as the holder thereof. The Boardahaypy time give notice requiring such
person to elect either to be registered himsetb dransfer the share and, if the notice is notm@d with within sixty days, the Board may
thereafter withhold payment of all dividends ankestmoneys payable in respect of the shares hetilequirements of the notice have been
complied with.

Subject to any directions of the Board frometita time in force, the Secretary may exercisegpthweers and discretions of the Board under
Bye-Laws 35, 36 and 3°
INCREASE OF CAPITAL

The Company may from time to time increase itstedpy such sum to be divided into shares of swrtvplue as the Company by Resolu
shall prescribe
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40.

41.

42.

The Company may, by the Resolution increadiegcaipital, direct that the new shares or anyertkhall be offered in the first instance
either at par or at a premium or (subject to thevisions of the Companies Acts) at a discountltthal holders for the time being of shares of
any class or classes in proportion to the numbsuch shares held by them respectively or makeotiver provision as to the issue of the new
shares

The new shares shall be subject to all theigimns of these Bye-Laws with reference to liew, playment of calls, forfeiture, transfer,
transmission and otherwis

ALTERATION OF CAPITAL

The Company may from time to time by Resolut-

Q) divide its shares into several classes andlattzereto respectively any preferential, deferqemlified or special rights, privileges
or conditions;

2) consolidate and divide all or any of its share pnto shares of larger par value than its exgs8hares

3) sub-divide its shares or any of them into shafesmaller par value than is fixed by its memdran, so, however, that in the sub-

division the proportion between the amount paid #nedamount, if any, unpaid on each reduced shekse the same as it was in
the case of the share from which the reduced sbaerived:;

(4) make provision for the issue and allotment of sharkich do not carry any voting righ

(5) cancel shares which, at the date of the passgitite Resolution in that behalf, have not be&erieor agreed to be taken by any
person, and diminish the amount of its share ciapjtdhe amount of the shares so cancelled;
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43.

44,

45.

(6) change the currency denomination of its share @&a

Where any difficulty arises in regard to any digisj consolidation, or sub-division under this Byaal, the Board may settle the same as it
thinks expedient and, in particular, may arrangetie sale of the shares representing fractiongtandistribution of the net proceeds of sale
in due proportion amongst the Shareholders who dvbal’e been entitled to the fractions, and for pligpose the Board may authorise some
person to transfer the shares representing frectmthe purchaser thereof, who shall not be bearsge to the application of the purchase
money nor shall his title to the shares be affebiedny irregularity or invalidity in the proceedmrelating to the sale.

Subject to the Companies Acts and to any aoiafiion or consent required by law or these Bye-L ke Company may by Resolution from
time to time convert any preference shares inteegthble preference shar

REDUCTION OF CAPITAL

Subject to the Companies Acts, its memorandutireay confirmation or consent required by lawhase Bye-Laws, the Company may from
time to time by Resolution authorise the reductiits issued share capital or any share premiugootributed surplus account in any
manner.

In relation to any such reduction, the Company imafresolution determine the terms upon which seduction is to be effected including
the case of a reduction of part only of a classhaires, those shares to be affec
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GENERAL MEETINGS AND WRITTEN RESOLUTIONS

46. Q) The Board shall convene and the Company shall gefheéral meetings as Annual General Meetings inrdeoce with the
requirements of the Companies Acts at such timdsp#aces as the Board shall appoint. The Board mbgnever it thinks fit, and
shall, when required by the Companies Acts, congemeral meetings other than Annual General Megtivigich shall be called
Special General Meeting

12(2) (A) Subject to the Companies Acts, at ampial General Meeting or Special General Meetin§hadreholders, any proposals
by Shareholders whether in relation to the nomamator election of Directors or otherwise (“Prople&pshall be considere
only if advance notice thereof has been timely gias provided herein and such Proposals or noroimatire otherwise
proper for consideration under the Companies Autsthese Bye-Laws. Notice of any Proposal to begmted by any
Shareholder at any general meeting of Sharehotifeds be delivered to the Secretary of the Comrits principal place
of business not less than 75 nor more than 90 pldgsto the date of the general meeting; providenyever, that if the da
of the general meeting is first publicly announocedlisclosed (in a public filing or otherwise) lekan 85 days prior to the
date of the general meeting, such advance notedélsh given not more than ten days after such iddiest so announced
disclosed. Public notice shall be deemed to haea bézen more than 85 days in advance of an AnBeakral Meeting if
the Company shall have previously disclosed, is¢hgye-laws or otherwise, that the Annual Generabtihg in each year
is to be held on a determinable date, unless atiltiie Board determines to hold the Annual Genbtakting on a differer
date.

12 New Bye-Law 46(2) amended on 12 Jan 2001 and 14 Dec 2001
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(B)

©

Any Shareholder who gives notice of agh Proposal shall deliver therewith the texhefProposal to be presented and a brief
written statement of the reasons why such Sharehfddors the Proposal and setting forth such Stwdder’s name and address,
the number and class of all shares of each claslBavés of the Company registered in the name welss beneficially owned
by such Shareholder and any material interestai Shareholder in the Proposal (other than as eeBblaer). Any Shareholder
who gives notice of a Proposal to nominate anygrefsr election as a Director shall also delivettvguch notice a statement in
writing setting forth the name of the person tabeninated, the number and class of all sharestesgisin the name of as well as
beneficially owned by such person, such pe’s signed consent to serve as a Director if ele

The chairman of the general meetin@ddition to making any other determinations thay fo@ appropriate to the conduct of the
general meeting, shall determine whether such edias been duly given and shall direct that Prdp@sal nominees not be
considered if such notice has not been given. Busobn of the chairman on such matters shalled ind conclusive
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47.

(D) PROVIDED THAT, this Bye-law 46(2) shall not dgpo any Proposal which is within the scope oft®ets 79 and 80 of
the Companies Act 1981 of Bermuda (as amended tiramto time).

NOTICE OF GENERAL MEETINGS

An Annual General Meeting shall be called bylass than 5 days notice in writing and a Spe@iheral Meeting shall be called by not less
than 5 days notice in writing. The notice shallelxelusive of the day on which it is served or degéitaebe served and of the day for which it
is given, and shall specify the place, day and tifithe meeting, and, the nature of the businebg ttonsidered. Notice of every general
meeting shall be given in any manner permitted pg-Baws 120 and 121 to all Shareholders other shiah as, under the provisions of these
Bye-Laws or the terms of issue of the shares tlodg, lare not entitled to receive such notice froie €ompany and to any Director or
Resident Representative who or which has delivaredtten notice upon the Registered Office requjrthat such notice be sent to him o

Notwithstanding that a meeting of the Company lkedaby shorter notice than that specified in 8y®-Law, it shall be deemed to have been
duly called if it is so agreed:

Q) in the case of a meeting called as an Annual GeNeating, by all the Shareholders entitled toradtend vote theree

2) in the case of any other meeting, by a majonityumber of the Shareholders having the riglattend and vote at the meeting,
being a majority together holding not less tharp@fcent in nominal value of the shares giving thgitt.
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48.

49.

50.

The accidental omission to give notice of atingeor (in cases where instruments of proxy arg eat with the notice) the accidental
omission to send such instrument of proxy to, erribn-receipt of notice of a meeting or such imagnt of proxy by, any person entitled to
receive such notice shall not invalidate the prdoegs at that meetin

PROCEEDINGS AT GENERAL MEETINGS

No business shall be transacted at any generalngeaetless a quorum is present when the meetingepads to business, but the absence
qguorum shall not preclude the appointment, chofaglextion of a chairman which shall not be treategbart of the business of the meeting.
Save as otherwise provided by these Bye-Lawsaat tevo Shareholders present in person or by paoxiy® holding shares representing at
least fifty percent (50%) of the total voting righdf all the Shareholders having the right to \aiteuch meeting and entitled to vote shall be a
qguorum for all purposes; provided, however, théhé Company or a class of Shareholders shall balyeone Shareholder, one Shareholder
present in person or by proxy shall constitutertbeessary quorur

If within five minutes (or such longer time as ttleirman of the meeting may determine to wait)rafie time appointed for the meeting, a
quorum is not present, the meeting, if convenetherrequisition of Shareholders, shall be dissale@ny other case, it shall stand
adjourned to such other day and such other timgkaw as the chairman of the meeting may deteramdeat such adjourned meeting two
Shareholders present in person or by proxy andrpkhares representing at ledshirty-three and one-third percent (83%) of the total
voting rights of all of the Shareholders having tight to vote at such meeting shall be a quoruavided that if the Company or a class of
Shareholders shall have only one Shareholder, baeeBolder present in person or by proxy shall titors the necessary quorum. The
Company shall give not less than 5 days noticengfraeeting adjourned through want of a quorum arth :iotice shall state that the sole
Shareholder or, if more than one, two Shareholdersent in person or by proxy holding shares remtasy at least® 33 1/3% of the total
voting rights of all of the Shareholders having tight to vote at such meeting shall be a quorum.

13 Bye-Law 49 amended on 12 Jan 2001
14 Bye-Law 50 amended on 12 Jan 2001 and 14 Dec 2001
15 Bye-Law 50 amended on 14 Dec 2001
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Sl A meeting of the Shareholders or any class therenf be held by means of such telephone, electrémnternet (to the extent expressly

permitted by the Companies Acts) or other commuitindacilities as permit all persons participatinghe meeting to communicate with
each other simultaneously and instantaneously artitipation in such a meeting shall constitutespree in person at such meeti

52. Each Director upon giving the notice referreihtBye-Law 47 above, and the Resident Represeatat any, shall be entitled to attend and
speak at any general meeting of the Comp

53. The Chairman (if any) of the Board or, in Hisence, the President shall preside as chairmareag general meeting. If there is no such
Chairman or President, or if at any meeting neitherChairman nor the President is present witlea rhinutes after the time appointed for
holding the meeting, or if neither of them is willi to act as chairman, the Directors present shalbse one of their number to act or if one
Director only is present he shall preside as chairihwilling to act. If no Director is present, ibreach of the Directors present declines to
take the chair, the persons present and entitledttoon a poll shall elect one of their numbebéochairman

16 Bye-Law 51 amended on 12 Jan 2001
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54.

55.

56.

57.

The chairman of the meeting may, with the coheéany meeting at which a quorum is present @rall if so directed by the meeting),
adjourn the meeting from time to time and from plé@ place but no business shall be transactetyadjourned meeting except business
which might lawfully have been transacted at theting from which the adjournment took place. Wheneseting is adjourned for three
months or more, notice of the adjourned meetindl bleagiven as in the case of an original meet

Save as expressly provided by these Bye-Ldwhall not be necessary to give any notice ofdjouenment or of the business to be
transacted at an adjourned meet

VOTING
Save where a greater majority is required by then@mies Acts or these E-Laws, any question proposed for consideration piggmera
meeting shall be decided on by a simple majorityaiés casi

At any general meeting, a Resolution put to the widtthe meeting shall be decided on a show of iantess (before or on the declaration
the result of the show of hands or on the withdtaxfany other demand for a poll) a poll is demahtg:-

1) the chairman of the meeting;
2) at least three Shareholders present in persorpogented by proxy;
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58.
59.

3) any Shareholder or Shareholders present iropensrepresented by proxy and holding between thentess than one tenth of the
total voting rights of all the Shareholders havihg right to vote at such meeting;

4) a Shareholder or Shareholders present in pensmepresented by proxy holding shares confettiegright to vote at such meeting,
being shares on which an aggregate sum has begtnpaiqual to not less than one tenth of the tatal paid up on all such shares
conferring such right

The demand for a poll may be withdrawn by the permoany of the persons making it at any time pieathe declaration of the result. Unless
a poll is so demanded and the demand is not withdra declaration by the chairman that a Resoluias) on a show of hands, been carried
or carried unanimously or by a particular majodtynot carried by a particular majority or lost ke final and conclusive, and an entry to
that effect in the minute book of the Company shaltonclusive evidence of the fact without proothe number or proportion of votes
recorded for or against such Resolution.

If a poll is duly demanded, the result of the [giall be deemed to be the Resolution of the meatimghich the poll is demande

A poll demanded on the election of a chairnoairgn a question of adjournment, shall be taketitath. A poll demanded on any other
question shall be taken in such manner and eitrénfith or at such time (being not later than éhmeonths after the date of the demand) and
place as the chairman shall direct. It shall nohéeessary (unless the chairman otherwise dirmtsiptice to be given of a po
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60.

1761.

62.
63.

64.

The demand for a poll shall not prevent thetinoance of a meeting for the transaction of ansiress other than the question on which the
poll has been demanded and it may be withdrawnyatime before the close of the meeting or thengkif the poll, whichever is the earli

Subject to any special rights, privileges or resisns as to voting for the time being attachedny class or classes of shares, at any general
meeting on a show of hands every Shareholder whreient in person or by a duly authorised corpatresentative or by a duly appointed
proxy, shall have one vote, and on a poll, evergr&folder present in person or by a duly authorisedorate representative or by a duly
appointed proxy, shall have one vote for everyetadiwhich he is the holder which is fully paid (gut so that no amount paid up or credited
as paid up on a share in advance of calls or Ingtals shall be treated for the purposes of this-Bgw as paid up on the share).

A person entitled to more than one vote on a pedichnot use all his votes or cast all the votessies in the same we

In the case of an equality of votes at a generaitimg, whether on a show of hands or on a pollctierman of such meeting sh#lbe
entitled to have second or casting vote.

In the case of joint holders of a share, the b the senior who tenders a vote, whether isqreor by proxy, shall be accepted to the
exclusion of the votes of the other joint holdensd for this purpose seniority shall be determimgthe order in which the names stand in the
Register in respect of the joint holdir

17 New Bye-Law 61 adopted on 14 Dec 2001
18 Bye-Law 63 amended on 14 Dec 2001
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65.

66.

67.

A Shareholder who is a patient for any purpeiseny statute or applicable law relating to mehtlth or in respect of whom an order has
been made by any Court having jurisdiction forphatection or management of the affairs of persooapable of managing their own affairs
may vote, whether on a show of hands or on a pylhis receiver, committeeurator bonisor other person in the nature of a receiver,
committee orcurator bonisappointed by such Court and such receiver, committeator bonisor other person may vote on a poll by proxy,
and may otherwise act and be treated as such Sitdeelfor the purpose of general meetir

No Shareholder shall, unless the Board otherwigseraiénes, be entitled to vote at any general mgetiriess all calls or other sums prese
payable by him in respect of shares in the Comawe been pait

If:
(1) any objection shall be raised to the qualifmabf any voter; or,
(2) any votes have been counted which ought nbat@ been counted or which might have been rejeoted

(3) any votes are not counted which ought to haenlzounted, the objection or error shall not tétthe decision of the meeting or adjour
meeting on any Resolution unless the same is raispdinted out at the meeting or, as the casebeathe adjourned meeting at which the
vote objected to is given or tendered or at whigherror occurs. Any objection or error shall blemed to the chairman of the meeting and
shall only vitiate the decision of the meeting oy &esolution if the chairman decides that the sarag have affected the decision of the
meeting. The decision of the chairman on such msastieall be final and conclusive.
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68.

69.

70.

PROXIES AND CORPORATE REPRESENTATIVES

The instrument appointing a proxy shall be fitimg under the hand of the appointor or of hiteatey authorised by him in writing or, if the
appointor is a corporation, either under its sealraler the hand of an officer, attorney or othenspn authorised to sign the sau

Any Shareholder may appoint a standing proxy oa @brporation) representative by depositing aRbgistered Office a proxy or (if
corporation) an authorisation and such proxy onagation shall be valid for all general meetiags adjournments thereof or, Resolutions
in writing, as the case may be, until notice ofoeation is received at the Registered Office. Wigestanding proxy or authorisation exists
operation shall be deemed to have been suspendag general meeting or adjournment thereof at lwtlie Shareholder is present or in
respect to which the Shareholder has speciallyiapggba proxy or representative. The Board may ftiome to time require such evidence as
it shall deem necessary as to the due executioc@mtthuing validity of any such standing proxyaathorisation and the operation of any
such standing proxy or authorisation shall be dektode suspended until such time as the Boardmdites that it has received the requested
evidence or other evidence satisfactory t

Subject to Bye-Law 69, the instrument appomtrproxy together with such other evidence atstdiie execution as the Board may from
time to time require, shall be delivered at theiReged Office (or at such place as may be spekifiehe notice convening the meeting or in
any notice of any adjournment or, in either casthercase of a written Resolution, in any docunsent therewith) prior to the holding of the
relevant meeting or adjourned meeting at whichpirson named in the instrument proposes to vote tne case of a poll taken subseque
to the date of a meeting or adjourned meeting,redfee time appointed for the taking of the pall,in the case of a written Resolution, prior
to the effective date of the written Resolution @amdefault the instrument of proxy shall not beated as valic
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71.

72.

Instruments of proxy shall be in any commomrfar in such other form as the Board may approwkthe Board may, if it thinks fit, send out
with the notice of any meeting or any written Regioh forms of instruments of proxy for use at thegeting or in connection with that
written Resolution. The instrument of proxy shaldeemed to confer authority to demand or joinedmanding a poll and to vote on any
amendment of a written Resolution or amendmentRésolution put to the meeting for which it is gives the proxy thinks fit. The

instrument of proxy shall unless the contrary &exd therein be valid as well for any adjournmdrihe meeting as for the meeting to which it
relates

A vote given in accordance with the terms ofrstrument of proxy shall be valid notwithstandihg previous death or unsoundness of mind
of the principal, or revocation of the instrumehpooxy or of the authority under which it was extad, provided that no intimation in writit
of such death, insanity or revocation shall havenbeceived by the Company at the Registered Officeuch other place as may be spec
for the delivery of instruments of proxy in the icetconvening the meeting or other documents &emétvith) one hour at least before the

commencement of the meeting or adjourned meetinigpectaking of the poll, or the day before theeefive date of any written Resolution at
which the instrument of proxy is use
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73.

74.

19

Subject to the Companies Acts, the Board még discretion waive any of the provisions of th@&ye-Laws related to proxies or
authorisations and, in particular, may accept siecbal or other assurances as it thinks fit abéaright of any person to attend and vote on
behalf of any Shareholder at general meetings sigio written Resolution:

APPOINTMENT AND REMOVAL OF DIRECTORS

The number of Directors shall be such number rest teari®three (3) nor more than nine (9) as determinechbyBoard of Directors.
Commencing from the 12day of January 2001, the Directors shall be diviaéa three classes, as nearly equal in numbezasonably
possible, as determined by the Board, with théainirm of office of the first class of such Diters to expire at the first Annual General
Meeting thereafter, the initial term of office dfetsecond class of such Directors to expire as¢lsend Annual General Meeting thereafter
the initial term of office of the third class ofduDirectors to expire at the third Annual Genélakting thereafter, with each class of
Directors to hold office until they are re-electadtheir successors have been duly elected andfigdalAt each Annual General Meeting
following such initial classification and electidirectors elected to succeed the Directors whesed expire at such Annual General
Meeting shall be elected to hold office for a teampiring at the Annual General Meeting in the thiedr following the year of their election
and until they are re-elected or their successave Ibeen duly elected and qualified. If the nundfédirectors is changed, any increase or
decrease shall be apportioned among the classesteanaintain or attain a number of Directorsdnteclass as nearly equal as reasonably
possible, but no decrease in the number of Directaay shorten the term of any incumbent Directar D\tector may be removed except for
cause.

Bye-Law 74 amended on 12 Jan 2001, 14 Dec 2002 amdigust 2004
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2175,

@
(b)

20
21

In the event that the holders of any class or serieshares of the Company shall be entitled, gatieparately as a class, to elect any Direc
then the number of Directors that may be electeduayr holders shall be in addition to the numbexdipursuant to this Bye-law and, except
as otherwise expressly provided in the terms ofi sl&ss or series, the terms of the Directors eteby such holders shall expire at the
Annual General Meeting next succeeding their edectvithout regard to the classification of the rémreg Directors.

This Bye-law 74 may not be amended, modified oeadgd except by the affirmative vote of the Shaldgrs holding shares representing at
least?°sixty percent (60%) of the total voting rights difte Shareholders having the right to vote absgeneral meeting.

Without prejudice to the power of the Company bgétetion in pursuance of any of the provisionshase Bye-Laws to appoint any person
to be a Director, the Board, so long as a quorulidctors remains in office, shall have powerrat tme and from time to time to appoint
any individual to be a Director so as to fill agalsvacancy or appoint additional Directors upht® maximum number of Directors determi
by the Company. Wher

the casual vacancy arises as a result of the wacatioffice of an existing Directo”outgoing Directc”), the term of office for such Direct
(“incoming Directa”) shall be the remaining term of the outgoing Directo

in respect of addition(s) to the Board, thentef office for any such incoming Director shall inatil the next Annual General Meeting where
he shall be eligible for -election and subject to rotation in accordance Bitk-law 74.

Bye-Law 74 amended on 14 Dec 2C
Bye-Law 75 amended on 14 Dec 2C
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76. The Company may in a Special General Meeting cdtiethat purpose remove a Direct&but only for cause, provided notice of any such
meeting shall be served upon the Director concenoédess than 14 days before the meeting anddlelshentitled to be heard at that
meeting. Any vacancy created by the removal ofre@or at a Special General Meeting may be fillethe meeting by the election of anot
Director in his place or, in the absence of anyhlection, by the Boar:

RESIGNATION AND DISQUALIFICATION OF DIRECTORS
77. The office of a Director shall be vacated uponttappening of any of the following even

@)
@)

®)
(4)
®)

if he resigns his office by notice in writing dedined to the Registered Office or tendered at aingeef the Board

if he becomes of unsound mind or a patient for@mpose of any statute or applicable law relattngnental health and the Boe
resolves that his office is vacate

if he becomes bankrupt under the laws of any cgwrtcompounds with his creditol
if he is prohibited by law from being a Director,;
if he ceases to be a Director by virtue of the Canigs Acts or is removed from office pursuant esthBy-Laws.

22 Bye-Law 76 amended on 12 Jan 2001
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78.

79.

80.

ALTERNATE DIRECTORS

A Director may appoint and remove his own Altge Director. Any appointment or removal of anefditate Director by a Director shall be
effected by depositing a notice of appointmenteonoval with the Secretary at the Registered Offggmed by such Director, and such
appointment or removal shall become effective @ndate of receipt by the Secretary. Any Alternaite®@or may be removed by resolutior
the Board. Subject as aforesaid, the office of e Director shall continue until the next anrelattion of Directors or, if earlier, the date
on which the relevant Director ceases to be a Bire@n Alternate Director may also be a Directohis own right and may act as alternai
more than one Directo

An Alternate Director shall be entitled to recenaices of all meetings of Directors, to attendcbanted in the quorum and vote at any <
meeting at which any Director to whom he is altégria not personally present, and generally togwerfall the functions of any Director to
whom he is alternate in his abser

Every person acting as an Alternate Director qleaitept as regards powers to appoint an altermateeanuneration) be subject in all respe
to the provisions of these Bye-Laws relating toediors and shall alone be responsible to the Coynfoeihis acts and defaults and shall not
be deemed to be the agent of or for any Directowftom he is alternate. An Alternate Director maypaid expenses and shall be entitled to
be indemnified by the Company to the same extenatisunutandis as if he were a Director. Every percting as an Alternate Director s
have one vote for each Director for whom he actlt@snate (in addition to his own vote if he isah Director). The signature of an Alterr
Director to any resolution in writing of the Boawda committee of the Board shall, unless the teshidgs appointment provides to the
contrary, be as effective as the signature of tinedir or Directors to whom he is alternz
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81.

82.

DIRECTORS’ FEES AND ADDITIONAL REMUNERATION
AND EXPENSES

The amount, if any, of Directors’ fees shadinfrtime to time be determined by the Company byoRé&isn and in the absence of a
determination to the contrary such fees shall kel to accrue from day to day. Each Director meagdid his reasonable travel, hotel and
incidental expenses in attending and returning fnroeetings of the Board or committees constitutegyant to these Bye-Laws or general
meetings and shall be paid all expenses propedyeasonably incurred by him in the conduct of@menpany’s business or in the discharge
of his duties as a Director. Any Director who, leguest, goes or resides abroad for any purpogee @ompany or who performs services
which in the opinion of the Board go beyond theimaidy duties of a Director may be paid such extrauneration (whether by way of salary,
commission, participation in profits or otherwises)the Board may determine, and such extra remtimeshall be in addition to any
remuneration provided for by or pursuant to anyeofye-Law.

DIRECTORS’ INTERESTS

1) A Director may hold any other office or place obfirwith the Company (except that of auditor) ongunction with his office of
Director for such period and upon such terms a8tieed may determine, and may be paid such extnameration therefor (wheth
by way of salary, commission, participation in i®br otherwise) as the Board may determine, aicti &xtra remuneration shall be
in addition to any remuneration provided for byparsuant to any other B-Law.
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2) A Director may act by himself or his firm inpaofessional capacity for the Company (otherwisantas auditor) and he or his firm
shall be entitled to remuneration for professig®alices as if he were not a Direct

3) Subject to the provisions of the Companies AztBirector may notwithstanding his office be aty#o, or otherwise interested in,
any transaction or arrangement with the Comparig which the Company is otherwise interested; amd lirector or other offici
of, or employed by, or a party to any transactiparsangement with, or otherwise interested in, laogy corporate promoted by
the Company or in which the Company is interesiéd Board may also cause the voting power confdiyettie shares in any
other company held or owned by the Company to leecésed in such manner in all respects as it thilkimicluding the exercise
thereof in favour of any resolution appointing hieectors or any of them to be directors or officef such other company, or
voting or providing for the payment of remunerattorthe directors or officers of such other comp:

4) So long as, where it is necessary, he declaresatuge of his interest at the first opportunityaaheeting of the Board or by writir
to the Directors as required by the Companies AcBirector shall not by reason of his office beamtable to the Company for
any benefit which he derives from any office or ésgment to which these Bye-Laws allow him to beaipfed or from any
transaction or arrangement in which these Bye-Lallesv him to be interested, and no such transadicrrangement shall be
liable to be avoided on the ground of any inteoedienefit.
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83.

84.

(5) Subject to the Companies Acts and any furtierasure required thereby, a general notice tdiinectors by a Director or Officer
declaring that he is a director or officer or hadrdgerest in a person and is to be regarded aseied in any transaction or
arrangement made with that person, shall be acgerfti declaration of interest in relation to argnsaction or arrangement so mi

POWERS AND DUTIES OF THE BOARD

Subject to the provisions of the Companies Aat$ these Bye-Laws and to any directions givethbyCompany by Resolution, the Board
shall manage the business of the Company and maglipexpenses incurred in promoting and incorpogathe Company and may exercise
all the powers of the Company. No alteration okthBye-Laws and no such direction shall invalidatg prior act of the Board which would
have been valid if that alteration had not beenemadhat direction had not been given. The powamsn by this Bye-Law shall not be
limited by any special power given to the Boardhwyse Bye-Laws and a meeting of the Board at waighorum is present shall be
competent to exercise all the powers, authoritiesdiscretions for the time being vested in or eisable by the Boart

The Board may exercise all the powers of the Compatorrow money and to mortgage or charge adlror part of the undertaking, prope
and assets (present and future) and uncalled tapitee Company and to issue debentures and e#arities, whether outright or as
collateral security for any debt, liability or ofpdition of the Company or of any other perst
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85.

86.

87.

All cheques, promissory notes, drafts, bill@x¢hange and other instruments, whether negot@titansferable or not, and all receipts for
money paid to the Company shall be signed, drasce@ed, endorsed or otherwise executed, as tieawag be, in such manner as the B
shall from time to time by resolution determil

The Board on behalf of the Company may provide fissnevhether by the payment of gratuities or pensior otherwise, for any pers
including any Director or former Director who hasddhany executive office or employment with the Q@amy or with any body corporate
which is or has been a subsidiary or affiliatehef Company or a predecessor in the business @dh®pany or of any such subsidiary or
affiliate, and to any member of his family or arsrgon who is or was dependent on him, and mayiborgrto any fund and pay premiums
for the purchase or provision of any such gratyisnsion or other benefit, or for the insurancarf such persoi

The Board may from time to time appoint onenore of its body to be a managing director, joiringging director or an assistant managing
director or to hold any other employment or exaitffice with the Company for such period and upooh terms as the Board may
determine and may revoke or terminate any suchiappents. Any such revocation or termination asegaid shall be without prejudice to
any claim for damages that such Director may haeénst the Company or the Company may have agsuiest Director for any breach of
any contract of service between him and the Compdrigh may be involved in such revocation or temtion. Any person so appointed sl
receive such remuneration (if any) (whether by whgalary, commission, participation in profitsatherwise) as the Board may determine,
and either in addition to or in lieu of his remuai#sn as a Directo
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88.

89.

90.

DELEGATION OF THE BOARD’S POWERS

The Board may by power of attorney appoint@mypany, firm or person or any fluctuating bodyefsons, whether nominated directly or
indirectly by the Board, to be the attorney or @attys of the Company for such purposes and with pogvers, authorities and discretions
exceeding those vested in or exercisable by thedBarader these Bykaws) and for such period and subject to such ¢mmdi as it may thin
fit, and any such power of attorney may contairhguovisions for the protection and conveniencpasons dealing with any such attorney
and of such attorney as the Board may think fitl mray also authorise any such attorney to sub-dedegyl or any of the powers, authorities
and discretions vested in hil

The Board may entrust to and confer upon any Dire@fficer or, without prejudice to the provisioosBye-Law 90, other individual any ¢
the powers exercisable by it upon such terms anditions with such restrictions as it thinks fihdaeither collaterally with, or to the
exclusion of, its own powers, and may from timéitoe revoke or vary all or any of such powers buperson dealing in good faith and
without notice of such revocation or variation $thel affected thereb

The Board may delegate any of its powers, aitite® and discretions to committees, consistinguafh person or persons (whether a member
or members of its body or not) as it thinks fit.yAcommittee so formed shall, in the exercise offtbeers, authorities and discretions so
delegated, and in conducting its proceedings camtorany regulations which may be imposed upoy ihle Board. If no regulations are
imposed by the Board the proceedings of a committdetwo or more members shall be, as far asastgrable, governed by the Bye-Laws
regulating the proceedings of the Boe
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PROCEEDINGS OF THE BOARD

91. The Board may meet for the despatch of busisesurn and otherwise regulate its meetings #riks fit. Questions arising at any meeting
shall be determined by a majority of votes. Int¢hse of an equality of voté&he chairman of the meeting shall be entitled $e@nd or
casting vote. A Director may, and the Secretaryherequisition of a Director shall, at any timemsoon a meeting of the Boai

92. Notice of a meeting of the Board shall be deemdzktduly given to a Director if it is given to hipersonally or by word of mouth or sent
him by post, cable, telex, telecopier or other mofleepresenting or reproducing words in a legéid non-transitory form at his last known
address or any other address given by him to tlep@ay for this purpose. A Director may retrospegtiwaive the requirement for notice
any meeting by consenting in writing to the businesnducted at the meetir

93. (1) The quorum necessary for the transaction of thenbss of the Board may be fixed by the Board anéss so fixed at any other

number, shall be two individuals. Any Director wteases to be a Director at a meeting of the Boarndauontinue to be present and to
act as a Director and be counted in the quorun tingtitermination of the meeting if no other Di@cbbjects and if otherwise a quor

of Directors would not be prese!
23 Bye-Law 91 amended on 14 Dec 2C
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94.

95.

96.

(2) A Director who to his knowledge is in any way, wihnat directly or indirectly, interested in a contrac proposed contract, transactiol
arrangement with the Company and has complied télprovisions of the Companies Acts and these lByes with regard to
disclosure of his interest shall be entitled toeviotrespect of any contract, transaction or aeargnt in which he is so interested and if
he shall do so his vote shall be counted, and ak Ish taken into account in ascertaining whethguarum is presen

(8) The Resident Representative shall, upon delivesinijen notice of an address for the purposes ofif of notice, to the Registered
Office, be entitled to receive notice of, attend &e heard at, and to receive minutes of all mgstof the Board

So long as a quorum of Directors remains iiteffthe continuing Directors may act notwithstawgdiiny vacancy in the Board but, if no such
qguorum remains, the continuing Directors or a solatinuing Director may act only for the purposecalling a general meetin

The Chairman (or President) or, in his absetheeDeputy Chairman (or Vice-President), shalkjate as chairman at every meeting of the
Board. If at any meeting the Chairman or Deputyi®han (or the President or Videresident) is not present within five minutes afer time
appointed for holding the meeting, or is not wiljito act as chairman, the Directors present magsgone of their number to be chairman of
the meeting

The meetings and proceedings of any commitiasisting of two or more members shall be goveinethe provisions contained in these
Bye-Laws for regulating the meetings and proceedingh®Board so far as the same are applicable @wcrsuperseded by any regulati
imposed by the Boar:

41



97. A resolution in writing signed by all the Ditecs for the time being entitled to receive notié&a meeting of the Board or by all the members
of a committee for the time being shall be as vatid effectual as a resolution passed at a meetitige Board or, as the case may be, of such
committee duly called and constituted. Such regmunay be contained in one document or in sevdaliments in the like form each signed
by one or more of the Directors or members of th@mittee concernel

98. A meeting of the Board or a committee appointedhgyBoard may be held by means of such telephdeetrenic,?*internet (to the extent
expressly permitted by the Companies Acts) or oteenmunication facilities as permit all personstipgrating in the meeting to
communicate with each other simultaneously andirtaheously and participation in such a meeting sbastitute presence in person at <

meeting.2°Such a meeting shall be deemed to take place whemrhairman of the meeting then is.

99. All acts done by the Board or by any committeeyrahy person acting as a Director or member ofransittee or any person duly authoris
by the Board or any committee, shall, notwithstagdhat it is afterwards discovered that there saame defect in the appointment of any
member of the Board or such committee or persdanges aforesaid or that they or any of them wésqudilified or had vacated their office,
be as valid as if every such person had been ghdgiated and was qualified and had continued ta Bé&rector, member of such committee
or person so authorise

24 Bye-Law 98 amended on 12 Jan 2001
25 By-law 98 amended on 29 Aug 2008
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100.

101.

OFFICERS

The Officers shall include a President andc@¥President or a Chairman and a Deputy Chairmamshall be Directors and shall be elected
by the Board as soon as possible after the stgtoteeting and each Annual General Meeting. In &fdithe Board may appoint any person
whether or not he is a Director to hold such offisehe Board may from time to time determine. fayson elected or appointed pursuant to
this Bye-Law shall hold office for such period amgbn such terms as the Board may determine anBdael may revoke or terminate any
such election or appointment. Any such revocatioteonination shall be without prejudice to anyiidor damages that such Officer may
have against the Company or the Company may haiasiguch Officer for any breach of any contrdcasvice between him and the
Company which may be involved in such revocatioteamination. Save as provided in the Companies Acthese Bye-Laws, the powers
and duties of the Officers shall be such (if arg/pee determined from time to time by the Bo

MINUTES

The Board shall cause minutes to be made and hagtgor the purpose of recordir-

1) all appointments of Officers made by the Bo:
2) the names of the Directors and other persons ¥if present at each meeting of the Board and ofcanymittee;
3) of all proceedings at meetings of the Companyhefttolders of any class of shares in the CompdrthedBoard and of committe

appointed by the Board or the Shareholders;
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(4) of all proceedings of its managers (if ar

Shareholders shall only be entitled to see thed®egof Directors and Officers, the Register, tharicial information provided for in Bye-
Law 118 and the minutes of meetings of the Shadehslof the Company.

SECRETARY AND RESIDENT REPRESENTATIVE

102. The Secretary (including one or more deputgssistant secretaries) and, if required, the Rasi@epresentative, shall be appointed by the
Board at such remuneration (if any) and upon seohg as it may think fit and any Secretary and dRegiRepresentative so appointed may
be removed by the Board. The duties of the Segretfad the duties of the Resident Representativiélshghose prescribed by the Companies
Acts together with such other duties as shall ftone to time be prescribed by the Boe

103. A provision of the Companies Acts or these-Bge/s requiring or authorising a thing to be doneobyo a Director and the Secretary shall
be satisfied by its being done by or to the samsgueacting both as Director and as, or in theeteE¢cthe Secretar

THE SEAL

104. (1) The Seal shall consist of a circular metal devidé the name of the Company around the outer mahgireof and the country and yeai
incorporation across the centre thereof. Shoulds#s not have been received at the Registerededffisuch form at the date of adoption
of this Bye-Law then, pending such receipt, anyuhoent requiring to be sealed with the Seal shafidsded by affixing a red wafer seal to
the document with the name of the Company, anddlb@try and year of incorporation type written asrthe centre therec
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26

@)

26 (3)

The Board shall provide for the custody of gv@eal. A Seal shall only be used by authorityhef Board or of a committee
constituted by the Board. Subject to these Bye-lamng instrument to which a Seal is affixed shalsigned by either two
Directors, or by the Secretary and one Directohyothe Secretary or by any one person whetheoba irector or Officer, who
has been authorised either generally or speciitalbffirm the use of a Seal; provided that ther8eary or a Director may affix a
Seal over his signature alone to authenticate sagi¢hese Byé-aws, the minutes of any meeting or any other daumrequiring
authenticatior

The Company may have a Securities Seal for useefaling certificates for shares or other securiieged by the Company.
Subject to such other provision as may be deteminiyeway of resolutions passed by the Board frangetio time, no signature of
any Director, officer or other person and no meda®meproduction thereof shall be required on smgh certificates or other
document and any such certificates or other doctitoemhich such Securities Seal is affixed shallakd and deemed to have
been sealed and executed with the authority oBtieed notwithstanding the absence of any such gsigaar mechanical
reproduction as aforesai

New Bye-Law 104(3) inserted on 14 Dec 2001
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105.

106.

107.

DIVIDENDS AND OTHER PAYMENTS

The Board may from time to time declare diwigdie or distributions out of contributed surpludopaid to the Shareholders according to their
rights and interests including such interim dividems appear to the Board to be justified by ttsitipo of the Company. The Board, in its
discretion, may determine that any dividend shalphid in cash or shall be satisfied, subject te-Baw 113, in paying up in full shares in 1
Company to be issued to the Shareholders creditédlg paid or partly paid or partly in one waydapartly the other. The Board may also
pay any fixed cash dividend which is payable on stmyres of the Company half yearly or on such albé&s, whenever the position of the
Company, in the opinion of the Board, justifiestspayment

Except insofar as the rights attaching to, or émmns of issue of, any share otherwise pro-

1) all dividends or distributions out of contriledtsurplus may be declared and paid accordingetarttiounts paid up on the shares in
respect of which the dividend or distribution isdgand an amount paid up on a share in advancalisfmay be treated for the
purpose of this By-Law as pai-up on the shar

2) dividends or distributions out of contributed suiphmay be apportioned and paid pro rata accorditiget amounts pes-up on the
shares during any portion or portions of the penoespect of which the dividend or distributienpiaid.

The Board may deduct from any dividend, distion or other moneys payable to a Shareholdéhd&y¥ompany on or in respect of any
shares all sums or money (if any) presently payapleim to the Company on account of calls or oth®e in respect of shares of the

Company
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108.
109.

110.

No dividend, distribution or other moneys payabjetie Company on or in respect of any share slealt mterest against the Compa

Any dividend, distribution or interest, or ptrereof payable in cash, or any other sum payaltash to the holder of shares may be paid by
cheque or warrant sent through the post addreesbe holder at his address in the Register dhércase of joint holders, addressed to the
holder whose name stands first in the Registeespect of the shares at his registered addreggpaaring in the Register or addressed to
person at such address as the holder or joint teolday in writing direct. Every such cheque or watrshall, unless the holder or joint holc
otherwise direct, be made payable to the ordemehblder or, in the case of joint holders, todhaer of the holder whose name stands first in
the Register in respect of such shares, and shakbt at his or their risk and payment of the abeay warrant by the bank on which it is
drawn shall constitute a good discharge to the GompAny one of two or more joint holders may géféectual receipts for any dividends,
distributions or other moneys payable or propeisyrithutable in respect of the shares held by goicth holders.

Any dividend or distribution out of contributed plus unclaimed for a period of six years from tlagedof declaration of such dividend
distribution shall be forfeited and shall reverthhe Company and the payment by the Board of asjaimed dividend, distribution, interest
other sum payable on or in respect of the shacearsteparate account shall not constitute the Coynparustee in respect there
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111.

112.

113.

The Board may also, in addition to its oth@wers, direct payment or satisfaction of any diadler distribution out of contributed surplus
wholly or in part by the distribution of specifisgets, and in particular of paid-up shares or debes of any other company, and where any
difficulty arises in regard to such distributiondividend the Board may settle it as it thinks ekpat, and in particular, may authorise any
person to sell and transfer any fractions or magiig fractions altogether, and may fix the valuedistribution or dividend purposes of any
such specific assets and may determine that cashgpds shall be made to any Shareholders uporodimd of the values so fixed in orde!
secure equality of distribution and may vest arghsspecific assets in trustees as may seem expeditie Board provided that such
dividend or distribution may not be satisfied bg thistribution of any partly paid shares or debe¥wf any company without the sanction of
a Resolution

RESERVES

The Board may, before recommending or dedaaity dividend or distribution out of contributadtglus, set aside such sums as it thinks
proper as reserves which shall, at the discreticgheoBoard, be applicable for any purpose of tbenGany and pending such application
also at such discretion, either be employed irbthgness of the Company or be invested in suchstments as the Board may from time to
time think fit. The Board may also without placitihge same to reserve carry forward any sums whietait think it prudent not to distribut

CAPITALIZATION OF PROFITS

The Board may, from time to time resolve to cafgahll or any part of any amount for the time hestanding to the credit of any reserve
fund which is available for distribution or to theedit of any share premium account and accorditigly suct
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amount be set free for distribution amongst ther&@alders or any class of Shareholders who woulenbiéed thereto if distributed by way
dividend and in the same proportions, on the faptitat the same be not paid in cash but be apelikdr in or towards paying up amounts
the time being unpaid on any shares in the Compald/by such Shareholders respectively or in paymeiin full or unissued shares,
debentures or other obligations of the Companpetallotted and distributed credited as fully paidongst such Shareholders, or partly in
way and partly in the other, provided that for phugpose of this Bye-Law, a share premium account lmesapplied only in paying up of
unissued shares to be issued to such Shareholéélited as fully paid and provided further that anyn standing to the credit of a share
premium account may only be applied in creditindudly paid shares of the same class as that frdriciwthe relevant share premium was
derived.

114. Where any difficulty arises in regard to arstribution under the last preceding Bye-Law, tleaRl may settle the same as it thinks expedient
and, in particular, may authorise any person tbesel transfer any fractions or may resolve thatdistribution should be as nearly as may be
practicable in the correct proportion but not elkasb or may ignore fractions altogether, and metednine that cash payments should be
made to any Shareholders in order to adjust thegigf all parties, as may seem expedient to tred@dhe Board may appoint any person to
sign on behalf of the persons entitled to partigpa the distribution any contract necessary airdble for giving effect thereto and such
appointment shall be effective and binding uponShareholders
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115.

116.

117.

RECORD DATES

Notwithstanding any other provisions of these -Laws,?”the Board may fix any date as the record daterfgrdavidend, distribution,
allotment or issue and for the purpose of identifyihe persons entitled to receive notice$and/or attend and vote at general meetings.
such record date may be on or at any time befoadter any date on which such dividend, distribmtiallotment or issue is declared, paid or
made or such notice is despatched.

ACCOUNTING RECORDS

The Board shall cause to be kept accounticgrds sufficient to give a true and fair view oé thtate of the Compargyaffairs and to show a
explain its transactions, in accordance with thenGanies Acts

The records of account shall be kept at thigsRered Office or at such other place or placeh@®Board thinks fit, and shall at all times be
open to inspection by the Directors: PROVIDED tifithe records of account are kept at some platsideiBermuda, there shall be kept a
office of the Company in Bermuda such records dlsawable the Directors to ascertain with reasoaalgicuracy the financial position of the
Company at the end of each three month period. iNmeBiolder (other than an Officer) shall have agiytito inspect any accounting recort
book or document of the Company except as confdryddw or authorised by the Board or by Resolut

27 Bye-Law 115 amended on 14 Dec 2001
28 Bye-Law 115 amended on 14 Dec 2001
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118.

119.

29120.

A copy of every balance sheet and statemeintome and expenditure, including every documeqtired by law to be annexed thereto,
which is to be laid before the Company in generaétimg, together with a copy of the auditors’ repsinall be sent to each person entitled
thereto in accordance with the requirements oflbmpanies Acts

AUDIT

Save and to the extent that an audit is wdivélde manner permitted by the Companies Actsitansdshall be appointed and their duties
regulated in accordance with the Companies Actgotimer applicable law and such requirements ragrisistent with the Companies Acts as
the Board may from time to time determi

SERVICE OF NOTICES AND OTHER DOCUMENTS

Subject to Bye-Law 121 and to the extent permittgthe Companies Act, any notice or other docurfiantuding but not limited to a share
certificate, any notice of a general meeting of@wenpany, any instrument of proxy and any docurtebe sent in accordance with Bye-Law
118) may be sent to, served on or delivered toStrareholder and each person entitled thereto b€ dinepany:

120.1 personally;

120.2 by sending it through the post (by airmaievehapplicable) in a pre-paid letter addressedi¢h Shareholder at his address as
appearing in the Registe

29 Bye-Law 120 amended 14 Dec 2001 and 29 Aug 2008
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120.3 by sending it by courier to or leaving it at theaBholde’'s address appearing in the Regis

120.4 by, where applicable, sending it by emafosimile or other mode of representing or repraayevords in a legible and non-
transitory form or by sending an electronic recofdt by electronic means, in each case to an addse number provided by such
Shareholder for the purposes of communication ahsoanner; o

120.5 by publication of an electronic record dfirita website on the internet and notification aftspublication (which shall include the
address of the website and how the document magd®ssed on the website) by any of the methodwusét paragraphs 120.1,
120.2, 120.3 and 120.4 of this E-Law in accordance with the Companies /

In the case of joint holders of a share, servicdativery of any notice or other document on oone of the joint holders shall for all purposes
be deemed as sufficient service on or deliverylttha joint holders.

30121. Any notice or other document shall be deemed te leeen served on or delivered to any Shareholddrebompany

121.1 if sent by personal delivery, at the time of detie
121.2 if sent by post, fort-eight (48) hours after it is put in the pc

30 Bye-Law 121 amended on 12 Jan 2001 and 29 Aug 2008
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122.

121.3 if sent by courier or facsimile, twer-four (24) hours after sendin

121.4 if sent by email or other mode of representinreproducing words in a legible and rteemsitory form or as an electronic recorc
electronic means, twelve (12) hours after sendin

121.5 if published as an electronic record on asitelon the internet, at the time that the nottf@aof such publication shall be deemed
to have been delivered to such Shareho

and where more than one mode of service, whichisw@e earliest. In proving such service or delpyérshall be sufficient to prove that the
notice or document was properly addressed and sigaupd put in the post, published on a websitedomance with the Companies Acts

and the provisions of these Bye-Laws, or sent lyrieo facsimile, email or as an electronic recoycelectronic means, as the case may be, in
accordance with these Bye-Laws.

Each Shareholder and each person becoming a Skdeebobsequent to the adoption of these Bye-lawsijrtue of its holding or its
acquisition and continued holding of a share, ggdiegble, shall be deemed to have acknowledgedagrekd that any notice or other
document (excluding a share certificate) may beiged by the Company by way of accessing them welasite instead of being provided
other means.”

Any notice or other document delivered, sermfiven to a Shareholder in any manner permittethbge Bye-Laws shall, notwithstanding that
such Shareholder is then dead or bankrupt or thabther event has occurred, and whether or nc
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123.

124,

Company has notice of the death or bankruptcy leeradvent, be deemed to have been duly servediversl in respect of any share
registered in the name of such Shareholder asosgbént holder unless his name shall, at the tohthe service or delivery of the notice or
document, have been removed from the Registeredsdlder of the share, and such service or delisea)l for all purposes be deemed as
sufficient service or delivery of such notice ocdment on all persons interested (whether joinityr wr as claiming through or under him) in
the share

WINDING UP

If the Company shall be wound up, the liquadaay, with the sanction of a Resolution of therpany and any other sanction required by
the Companies Acts, divide amongst the Shareholdesgecie or kind the whole or any part of theetssf the Company (whether they shall
consist of property of the same kind or not) and fiea such purposes set such values as he deemspftai any property to be divided as
aforesaid and may determine how such division dieatiarried out as between the Shareholders @rélift classes of Shareholders. The
liquidator may, with the like sanction, vest theolMhor any part of such assets in trustees updmtsust for the benefit of the contributories
as the liquidator, with the like sanction, shalhhfit, but so that no Shareholder shall be conggelo accept any shares or other assets upon
which there is any liability

INDEMNITY

Subject to the proviso below, every Director, Géfiand member of a committee constituted unde-Law 90 and any Reside
Representative shall be indemnified out of the fuofithe Company against all liabilities, loss, dge or expens
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125.

31

32

(including but not limited to liabilities under cwact, tort and statute or any applicable foremm br regulation and all reasonable legal and
other costs and expenses properly payable) incomredffered by him as such Director, Officer, coittee member or Resident
Representative and the indemnity contained inBlyes-Law shall extend to any person acting as adbore Officer, committee member or
Resident Representative in the reasonable bel¢hih has been so appointed or elected notwithisguaay defect in such appointment or
election PROVIDED ALWAYS that the indemnity contathin this Bye-Law shall not extend to any matterclr would render it void

pursuant to the Companies ActsNo amendment, modification or repeal of this Bye-124 shall adversely affect any right or pratatof a
Director, officer or member of committee that exiat the time of such amendment, modification pead

Every Director, Officer, member of a committesy constituted under Bye-Law 90 or Resident Reentative of the Company shall be
indemnified out of the funds of the Company agadtisiabilities incurred by him as such Direct@fficer, committee member or Resident
Representative in defending any proceedings, whethié or criminal, in which judgment is given inis favour, or in which he is acquitted,
in connection with any application under the Conigat\cts in which relief from liability is granted him by the courf2No amendment,
modification or repeal of this Bye-law 125 shallvatsely affect any right or protection of a Diractofficer or member of committee that
exists at the time of such amendment, modificatiorepeal

Bye-Law 124 amended on 12 Jan 2001
Bye-Law 125 amended on 12 Jan 2(
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126. To the extent that any Director, Officer, membf a committee duly constituted under Bye-Lanwo®®Resident Representative is entitled to
claim an indemnity pursuant to these Bye-Laws §peet of amounts paid or discharged by him, thaivel indemnity shall take effect as an
obligation of the Company to reimburse the persakimg such payment or effecting such discha

127. Each Shareholder and the Company agree to waivelaimy or right of action he or it may at any titmave, whether individually or by or
the right of the Company, against any Director,i€2if, or member of a committee duly constitutedarriglye-Law 90 on account of any
action taken by such Director, Officer, or membiea committee or the failure of such Director, ©fi, or member of a committee to take
action in the performance of his duties with ortfte Company PROVIDED HOWEVER that such waiver lshai apply to any claims or
rights of action arising out of the fraud of sucind@tor, Officer, or member of a committee duly stituted under Bye-Law 90 or to recover
any gain, personal profit or advantage to whicthdbector, Officer, or member of a committee dodnstituted under Bye-Law 90 is not
legally entitled.

128. Subject to the Companies Acts, expenses isgumrdefending any civil or criminal action or pezding for which indemnification is required
pursuant to Bye-Laws 124 and 125 shall be paichbyGompany in advance of the final dispositionuafhsaction or proceeding upon receipt
of an undertaking by or on behalf of the indemuiffgrty to repay such amount if it shall ultimatblydetermined that the indemnified party
is not entitled to be indemnified pursuant to -Laws 124 and 12¢

Each Shareholder or the Company, by virtue ofdtpussition and continued holding of a share, shaldeemed to have acknowledged and
agreed that the advances of funds may be madesb@dmpany as aforesaid, and when made by the
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Company under this Bye-Law 128 are made to meetredifures incurred for the purpose of enabling dbichactor, Officer, or member of a
committee duly constituted under Bye-Law 90 to rbpperform his or her duties as an officer of @G@mpany.

EXTRAORDINARY TRANSACTIONS

33129, Subject to the Companies Acts and these Bye-Lamysresolution proposed for consideration at anyegg@irmeeting to approve (i) the
merger, amalgamation or any other consolidatioth@fCompany with any other company, wherever inm@ied; (ii) any sale, lease,
exchange, transfer or other disposition of alldrstantially all of the consolidated assets ofGeenpany; and (iii) the adoption of any plan or
proposal for the liquidation of the Company shafjuire the approval of Shareholders holding shag®senting at least seventy percent
(70%) of the total voting rights of all the Sharlers having the right to vote at such meeting tedquorum for such meeting shall be that
required in By-Law 49 and a poll may be demanded in respect df segolution in accordance with the provisions gé-Law 57.

33 Bye-Law 129 amended on 12 Jan 2001
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CONTINUATION
130. Subject to the Companies Acts, the Board rpayaxe the discontinuation of the Company in Berenadd the continuation of the Company

in a jurisdiction outside Bermuda. The Board, hgviesolved to approve the discontinuation of thenGany, may further resolve not to
proceed with any application to discontinue the @any in Bermuda or may vary such application agds fit.

ALTERATION OF BYE-LAWS

131.  These By-Laws may be amended from time to time in the mapnevided for in the Companies Ac
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Name

List of Principal Subsidiaries

Place of Incorporation

Exhibit 8.1

ChipMOS TECHNOLOGIES INC

ChipMOS TECHNOLOGIES (H.K.) Limite
MODERN MIND TECHNOLOGY LIMITED
ChipMOS TECHNOLOGIES (Shanghai) LTI

ThaiLin Semiconductor Cor|

Republic of Ching

Hong Kong

British Virgin Islands
Peopl¢s Republic of Chini
Republic of Chine



Exhibit 12.1
CERTIFICATIONS

I, Shih-Jye Cheng, certify that:
1. I have reviewed this annual report on Form 2i-EhipMOS TECHNOLOGIES (Bermuda) LTD.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or donittate a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered by this
report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the company as of, and for, the pisrigresented in this report;

4. The company’s other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetinal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and 15d-15
(f)) for the company and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoifes 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 during the metin which this report is being prepared,;

b) Designed such internal control over financiglaing, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for external
purposes in accordance with generally accepteduatiog principles;

c¢) Evaluated the effectiveness of the company'slassire controls and procedures and presentedsimethort our conclusions about the
effectiveness of the disclosure controls and proes] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the camgfsainternal control over financial reporting thatcurred during the period covered by
the annual report that has materially affecteds oeasonably likely to materially affect, the camy’s internal control over financial reporting;
and

5. The company’s other certifying officer(s) anldalve disclosed, based on our most recent evaluatioiernal control over financial reporting,
to the company’s auditors and the audit commitfeompany’s board of directors (or persons perfogrthe equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the compamgity to record, process, summarize and repoarfcial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the company’s internal
control over financial reporting.

Date: June 4, 2009

/s/ Shit-Jye Cheng
Name: Shih-Jye Cheng
Title: Chairman and Chief Executive Officer




Exhibit 12.2
CERTIFICATIONS

I, Shou-Kang Chen, certify that:
1. I have reviewed this annual report on Form 2i-EhipMOS TECHNOLOGIES (Bermuda) LTD.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or donittate a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered by this
report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the company as of, and for, the pisrigresented in this report;

4. The company’s other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetinal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and 15d-15
(f)) for the company and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoifes 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 during the metin which this report is being prepared,;

b) Designed such internal control over financiglaing, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for external
purposes in accordance with generally accepteduatiog principles;

c¢) Evaluated the effectiveness of the company'slassire controls and procedures and presentedsimethort our conclusions about the
effectiveness of the disclosure controls and proes] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the camgfsainternal control over financial reporting thatcurred during the period covered by
the annual report that has materially affecteds oeasonably likely to materially affect, the camy’s internal control over financial reporting;
and

5. The company’s other certifying officer(s) anldalve disclosed, based on our most recent evaluatioiernal control over financial reporting,
to the company’s auditors and the audit commitfeompany’s board of directors (or persons perfogrthe equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the compamgity to record, process, summarize and repoarfcial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the company’s internal
control over financial reporting.

Date: June 4, 2009

/s/ Sho-Kang Cher
Name: Shoi-Kang Chen
Title:  Chief Financial Officer




Exhibit 13.1

ChipMOS TECHNOLOGIES (Bermuda) LTD.
CERTIFICATION

Pursuant to 18 U.S.C. §1350, the undersigned, 3fgi=heng, Chairman and Chief Executive OfficeCloipMOS TECHNOLOGIES
(Bermuda) LTD. (the “Company”), hereby certifies his knowledge, that the Company’s Annual ReporForm 20-F for the year ended
December 31, 2008 (the “Reporfllly complies with the requirements of Sectiond)3¢r 15(d), as applicable, of the Securities ErgeaAct of 1934
and that the information contained in the Repdrtyfgresents, in all material respects, the finahcondition and results of operations of the Camyp

Date: June 4, 2009

/s/ Shih-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 beiregftis part of the Report or as a separate diselosur
document.



Exhibit 13.2

ChipMOS TECHNOLOGIES (Bermuda) LTD.
CERTIFICATION

Pursuant to 18 U.S.C. §1350, the undersigned, 8lamg- Chen, Chief Financial Officer of ChipMOS TECBNOGIES (Bermuda) LTD. (the
“Company”), hereby certifies, to his knowledge,tttiee Company’s Annual Report on Form 20-F forybar ended December 31, 2008 (the “Report”
fully complies with the requirements of Section)3§a15(d), as applicable, of the Securities Exggafict of 1934, and that the information contained
in the Report fairly presents, in all material resfg, the financial condition and results of operat of the Company.

Date: June 4, 2009

/sl Shou-Kang Chen
Name: Shoi-Kang Chen
Title:  Chief Financial Officer

The foregoing certification is being furnished $pleursuant to 18 U.S.C. 81350 and is not beireglfis part of the Report or as a separate
disclosure document.



Exhibit 15.1

June 4, 2009 MOORE STEPHENS

. CERTIFIED PUBLIC ACCOUNTANTS
The Board of Directors

ChipMOS TECHNOLOGIES (Bermuda) LTD.
No.1, R& D Road:

Hsinchu Science Park 205 Silv;atmd. Tower 2

Fax : (852} 2375 3828
E-mail : ma@ms.com.hk
www.ms.com.hk

. - Canton Road it%
Hsinchu City, 30076 Tsimshatsui m
Republic of China Kowloon

Hong Kong g

Attention: Mr. S.J. Cheng Tel : (B52) 2375 3180 e
B

Fi b

Dear Sirs,
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM'S CON SENT

We consent to the incorporation by reference iniRegion Statement No. 333-130230 on Form F-3Redistration Statements Nos. 333-137838,
333-116670 and 333-85290 on Form S-8 of our regated April 20, 2009, appearing in this Annual Répo Form 20-F of ChipMOS
TECHNOLOGIES (Bermuda) LTD. for the year ended Deber 31, 2008 (the “Annual Report”). We also conserthe inclusion of our report in the
Annual Report.

Yours faithfully,

/s/ Moore Stepher
Certified Public Accountant
Hong Kong



