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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and the Shareholders
Advantech Co., Ltd.

We have audited the accompanying balance sheetshwdntech Co., Ltd. as of December 31,
2008 and 2007, and the related statements of incoh@ges in shareholders’ equity and cash
flows for the years then ended. These financiatestents are the responsibility of the
Company’s management. Our responsibility is taesgan opinion on these financial statements
based on our audits. However, as stated in Ntoetl@ financial statements, we did not audit the
financial statements as of and for the years efds@mber 31, 2008 and 2007 of the companies in
which the Company had investments accounted fahéyequity method. The carrying values of
these investments were 10.06% (NT$1,420,812 thalysard 11.43% (NT$1,925,421 thousand) of
the Company’s total assets as of December 31, 2068007, respectively. Also, the equity in
the investees’ net gains was 0.91% (NT$25,972 thal)sand 1.97% (NT$67,182 thousand) of the
Company’s income before income tax in 2008 and 2885pectively. The financial statements of
these investees were audited by other auditorssevheports have been furnished to us, and our
opinion, insofar as it relates to the investeesbants included herein, is based solely on the
reports of other auditors.

We conducted our audits in accordance with the KRumverning the Audit of Financial
Statements by Certified Public Accountants and tmglistandards generally accepted in the
Republic of China. Those standards require thatplen and perform the audit to obtain
reasonable assurance about whether the finanatehstnts are free of material misstatement. An
audit includes examining, on a test basis, evidesgporting the amounts and disclosures in the
financial statements. An audit also includes adsgsthe accounting principles used and
significant estimates made by management, as wedlvaluating the overall financial statement
presentation. We believe that our audits and #pents of other auditors provide a reasonable
basis for our opinion.

In our opinion, based on our audits and the repoftsther auditors, the financial statements
referred to above present fairly, in all materigdpects, the financial position of Advantech Co.,
Ltd. as of December 31, 2008 and 2007, and thdtsesiuits operations and its cash flows for the
years then ended, in conformity with the Guidelir@sverning the Preparation of Financial
Reports by Securities Issuers, requirements of Basiness Accounting Law and Guidelines
Governing Business Accounting relevant to finandcounting standards, and accounting
principles generally accepted in the Republic oin@h



As stated in Note 3 to the financial statementiecéive January 1, 2008, Advantech Co., Ltd.
adopted Interpretation 2007-052, “Accounting for nBses to Employees, Directors and
Supervisors” issued in March 2007 by the AccountRegearch and Development Foundation,
which requires companies to record bonuses paidntployees, directors and supervisors as
expenses rather than appropriations from earnings.

We have also audited the consolidated financiaéstants of the Company and its subsidiaries as
of and for the years ended December 31, 2008 aiy,28nd have expressed a modified

unqualified opinion on those consolidated finanstatements in our report (not presented herewith)
dated March 9, 2009.

March 9, 2009

Notice to Readers

The accompanying financial statements are interadg to present the financial position, results

of operations and cash flows in accordance withoacating principles and practices generally

accepted in the Republic of China and not thoseamyf other jurisdictions. The standards,

procedures and practices to audit such financiagteshents are those generally accepted and
applied in the Republic of China.

For the convenience of readers, the auditors’ ré@ord the accompanying financial statements
have been translated into English from the origiGlinese version prepared and used in the
Republic of China. If there is any conflict betwelke English version and the original Chinese
version or any difference in the interpretationtioé two versions, the Chinese-language auditors’
report and financial statements shall prevail.
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ADVANTECH CO., LTD.

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

ASSETS

CURRENT ASSETS

Cash (Note 4)

Financial assets at fair value through profit @st current (Notes 2
5and 18)

Available-for-sale financial assets - current (Méo2e 6 and 18)

Notes receivable (Note 2)

Accounts receivable, net of allowance for doubdfttounts of
$13,932 thousand in 2008 and $9,869 thousand i @00te 2)

Receivables from related parties (Notes 2 and 16)

Other receivable

Inventories, net (Notes 2 and 7)

Deferred income tax assets - current (Notes 2 8hd 1

Prepayments and other current assets

Total current assets

LONG-TERM FUNDS AND INVESTMENT¢
Available-for-sale financial assets - noncurrenbt@é 2, 6, 8 and 18)
Investments accounted for by the equity methodé€bl@t 8 and 16)

Total long-term funds and investments

PROPERTY, PLANT AND EQUIPMENT (Notes 2 and 9)
Cost
Land
Buildings
Machinery and equipment
Furniture and fixtures
Other equipment
Total cost
Less: Accumulated depreciation

Construction in progress and prepayments for eqeiipm
Property, plant and equipment, net
OTHER ASSET:
Refundable deposits

Deferred expenses, net (Note 2)

Total other assets

TOTAL

The accompanying notes are an integral part dfitla@cial statements.

(With Deloitte & Touche audit report dated Marci2909)

2008 2007
Amount Amount

$ 1,223,098 9 $ 1,180,800
1,601 - 87 -
- - 970,936 6
30,905 - 49,489 -
566,844 4 596,335 4
1,413,523 10 1,904,957 1

33,838 1 75,910
998,535 7 1,114,813 7
32,572 - 47,181 -
32,303 - 25,972 -
4,333,219 1 5,966,480 5
1,731,615 12 4,047,492 24
5,493,874 39 4,692,997 28
7,225,489 51 8,740,489 52
1,113,352 8 640,472 4
1,090,516 7 844,911 5
394,790 3 353,918 2
116,295 1 103,173 1
166,690 1 161,675 1
2,881,643 20 2,104,149 13
558,223 4 483,735 3
2,323,420 16 1,620,414 10
91,263 1 398,794 2
2,414,683 17 2,019,208 12
6,638 - 7,698 -
138,429 1 118,322 1
145,067 1 126,020 1
$14,118,458 0 $16.852,197 0

2008 2007
LIABILITIES AND SHAREHOLDERS' EQUITY Amount % Amount
CURRENT LIABILITIES
Financial liabilities at fair value through profit loss - current
(Notes 2,5 and 1 $ 23,287 - -
Accounts payable 297,180 2 471,959
Payables to related parties (Note 16) 694,221 5 974,563
Income tax payable (Notes 2 and 13) 276,211 2 188,137
Accrued expenses (Note 11) 637,709 5 466,980
Receipts in advance and other current liabilities 70,396 - 92,088
Total current liabilities 1,999,004 _ 14 2,193,727
OTHER LIABILITIES
Accrued pension cost (Notes 2 and 10) 106,365 1 108,933
Deferred income tax liabilitie- noncurrent (Notes 2 and : 215,41t 1 255,61t
Deferred credits (Note 2) 251,028 2 243,155
Others (Notes 2 and 8) 4,234 - 8,972
Total other liabilities 577,043 _ 4 616,678
Total liabilities 2,576,04 18 2,810.,40!
SHAREHOLDERS' EQUITY
Capital stock, NT$10.00 par value
Authorized - 600,000 thousand shares
Issued - 511,346 thousand shares in 2008 and ZBihbusand
shares in 2007 5,113,458 36 4,915,770
Capital surplus
Additional paid-in capital in excess of par value 4,295,589 31 4,377,157
From treasury stock 13,612 - -
From long-term equity investments 59,771 - 65,635
Total capital surplus 4,368,972 _ 31 4,442.792
Retained earnings
Legal reserve 1,673,104 12 1,378,115
Unappropriated earnin 2,908.17 _21 3,5637,57!
Total retained earnings 4,581,275 _ 33 4,915,685
Other equity
Cumulative translation adjustme 320,05: 2 243,54:
Unrealized gain (loss) on financial instruments (1,455,647) (10) 909,700
Treasury stock - 14,500 thousand shares (1,385,698 _(10) (1,385,698
Total other equit (2,521,29.) _(18) (232,45!)
Total shareholders’ equity 11,542,411 _ 82 14,041,792
TOTAL $14,118,458 100 $16,852,197



ADVANTECH CO., LTD.

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2008 AND 2007

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

OPERATING REVENUE (Notes 2 and 16)
Sales
Sales returns and allowances
Net sales
Other operating revenue

Total operating revenue
OPERATING COSTS (Notes 2, 14 and 16)
GROSS PROFIT

REALIZED (UNREALIZED) PROFITS ON
INTERCOMPANY SALES (Note 2)

ADJUSTED GROSS PROFIT

OPERATING EXPENSES (Note 14)
Marketing
Administration
Research and development

Total operating expenses
OPERATING INCOME

NONOPERATING INCOME AND GAINS

Interest income

Investment income recognized under the equity
method, net (Notes 2 and 8)

Gain on sale of investments, net

Exchange gain, net (Note 2)

Reversal of loss on inventories (Note 2)

Royalty revenue (Note 16)

Dividend income

Valuation gain on financial instrument, net (No2es
and 5)

Other income (Note 16)

Total nonoperating income and gains

2008 2007

Amount % Amount %
$12,318,767 100 $11,468,391 101
201,054 1 211,915 2
12,117,713 99 11,256,476 99
157,953 1 121,151 1
12,275,666 100 11,377,627 100
8,750,834 72 8,025,577 70
3,524,832 28 3,352,050 30
(7,874 - 29,675 -
3,516,958 _ 28 3,381,725 ~ 30
281,295 2 266,964 3
385,939 3 361,743 3
968,409 8 810,522 7
1,635,643 13 1,439,229 13
1,881,315 15 1,942,496 17
13,316 - 25,264 -
713,421 6 891,286 8
20,496 - 340,407 3
26,984 - 54,979 -
27,021 - 83,264 1
185,533 2 162,395 1
103,575 1 65,218 1
- - 9,960 -
26,453 - 13,457 -
1,116,799 ~ 9 1,646,230 14

(Continued)




ADVANTECH CO., LTD.

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

2008 2007
Amount % Amount %
NONOPERATING EXPENSES AND LOSSES
Loss on disposal of scrap inventories $ 98,524 1 $ 171,760 1
Valuation loss on financial instrument, net (Na2es
and 5) 31,554 - - -
Other expenses 5,075 - 1,060 -
Total nonoperating expenses and losses 135,153 1 172,820 1
INCOME BEFORE INCOME TAX 2,862,961 23 3,415,906 30
INCOME TAX EXPENSE (Notes 2 and 13) 306,323 _ 2 444 857 _4
NET INCOME $ 2,556,638 21 $ 2,971,049 26
2008 2007
Before After Before After
Income Income Income Income
Tax Tax Tax Tax
EARNINGS PER SHARE (Note 15)
Basic $ 574 $ 513 $ 661 $ 575
Diluted $ 569 $ 508 $ 660 $ 574
The accompanying notes are an integral part ofitla@cial statements.
(With Deloitte & Touche audit report dated Marc2909) (Concluded)



ADVANTECH CO., LTD.

STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars, Except Per She Amounts)

Capital Stock - Issued and Outstanding
(Note 11)

Capital Surplus (Notes 2 and 11)

BALANCE, JANUARY 1, 2007
Appropriation of the 2006 earnir
Legal reserve
Bonus to employees
Remuneration to directors and supervi
Stock dividends - 5%
Cash dividends - NT$4.00 per share
Net income in 2007
Employee stock options
Increase in carrying values of equity-method investts due to not
subscribing proportionally to the additional shaessied by the
investees

Decrease in carrying values of equity-method investts due to the
acquisition of treasury stock by the investees

Changes in unrealized valuation gain on avai-for-sale financia
assets

Equity in the changes in unrealized valuation gairavailable-for-sale
financial assets of equity-method investees

Acquisition of treasury stock
Changes in translation adjustments
BALANCE, DECEMBER 31, 200
Appropriation of the 2007 earnings
Legal reserv
Bonus to employees
Remuneration to directors and supervisors
Stock dividends - 5%
Cash dividends - NT$4.00 per share
Net income in 20C
Employee stock options
Increase in carrying values of equity-method investts due to not
subscribing proportionally to the additional shaessied by the
investees

Increase (decrease) in carrying values of equitthowinvestments due
to the acquisition of treasury stock by the investe

Changes in unrealized valuation loss on availabieséle financial assets

Equity in the changes in unrealized valuation lmsswvailabl-for-sale
financial assets of equity-method investees

Acquisition of treasury stock
Retirement of treasury stock
Changes in translation adjustments.

BALANCE, DECEMBER 31, 2008

The accompanying notes are an integral part ofitiecial statements.

(With Deloitte & Touche audit report dated Marct2909)

Shares (Thousands)

463,629

4,000

23,183

765

491,57

6,000

23,369

400

(10,000)

511,346

Paid-in Capital in From Treasury From Long-term

Amount Excess of Par Value Stock Equity Investments

$ 4,636,295 $ 4,362,548 $ - $ 64,098
40,000 - - -
231,825 - - -
7,650 14,609 - -
- - - 1,537
4,915,77/ 4,377,15 - 65,63t
60,000 - - -
233,688 - - -
4,000 7,536 - -

~ R - (5,864)
- - 13,612 -
(100,000) (89,104) - -
$ 5,113,458 $ 4,295,589 $13,612 $59,771

Unrealized
Cumulative Valuation Gains
Retained Earnings (Notes 2 and 11) Translation on Financial
Unappropriated Adjustments Instruments Treasury Stock  Total Shareholders’
Total Legal Reserve Earnings Total (Note 2) (Notes 2 and 18) (Notes 2 and 12) Equity
$ 4,426,646 $ 1,086,326 $ 3,254,770 $ 4,341,096 $ 114,993 $ 514,705 $ - $ 14,033,735
- 291,789 (291,789) - - - - -
- - (262,610) (262,610) - - - (222,610)
- - (26,267) (26,267) - - - (26,267)
- - (231,825) (231,825) - - - -
- - (1,854,598) (1,854,598) - - - (1,854,598)
- - 2,971,049 2,971,049 - - - 2,971,049
14,609 - - - - - - 22,259
1,537 - - - - - - 1,537
- - (21,166) (21,166) - - - (21,166)
- - - - - 393,929 - 393,929
- - - - - 1,066 - 1,066
- - - - - - (1,385,698) (1,385,698)
- - - - 128,550 - - 128,550
4,442,79; 1,378,11! 3,837,57( 4,915,68! 243,54¢ 909,70( (1,385,69) 14,041,79
- 294,98¢ (294,98¢) - - - - N
- - (265,490) (265,490) - - - (205,490)
- - (26,549 (26,549 - - - (26,549
- - (233,688) (233,688) - - - -
- - (1,869,508 ) (1,869,508 ) - - - (1,869,508
- - 2,556,631 2,556,68 - - - 2,556,631
7,536 - - - - - - 11,536
(5,864) - - - - - - (5,864 )
13,612 - (13,001) (13,001) - - R 521
- - - - - (2,365,962) - (2,365,962)
- - - - - 615 - 615
- - - - - - (671,826) (671,826)
(89,104) - (482,722) (482,722) - - 671,826 -
- - - - 76.508 - - 76.508
$ 4,368,972 $ 1,673,104 $ 2,908,171 $ 4,581,275 $ 320,051 $(1,455,647 $(1,385,699 $ 11,542,411



ADVANTECH CO., LTD.

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

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net caskigea by operating
activities:
Depreciation and amortization
Provision (reversal of allowance) for bad debts
Reversal of provision for loss on inventories
Loss on disposal of scrap inventories
Gain on disposal of long-term equity investmengt, n
Gain on the sale of available-for-sale financialkeds, net
Gain (loss) on disposal of property, plant and pogint, net
Investment income recognized under the equity nigthet
Cash dividends received from equity-method investee
Accrued pension cost
Deferred income taxes
Net changes in operating assets and liabilities
Financial instruments at fair value through profitoss
Notes receivable
Accounts receivable
Receivables from related parties
Inventories
Other receivables
Prepayments and other current assets
Accounts payable
Payables to related parties
Income tax payable
Accrued expenses
Receipts in advance and other current liabilities
Deferred credits

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of available-for-sale financial assets
Proceeds of the disposal of available-for-saleniona assets
Acquisition of investments accounted for by theiggumethod
Proceeds of the disposal of equity-method investsnen
Proceeds of the disposal of property, plant andpeoent
Acquisition of property, plant and equipment
Increase in deferred charges
Decrease in restricted assets - noncurrent
Decrease in refundable deposits

Net cash provided by (used in) investing activities

2008
$ 2,556,638

167,601
4,063
(27,021)
98,524
(3,647)
(16,849)
2,994
(713,421)
843,258
(2,568)
(25,593)

21,773
18,584
25,428

484,794
44,775
42,071
(6,331)
(174,779)
(280,342)
88,074
167,226
(21,692)
7.873

3,301,433

(7,120,548
8,108,164
(1,108,789
205,489

764
(518,923)
(68,018)

1,060

(500,807

2007

$ 2,971,049

137,830
(523)
(83,264)
171,760
(116,310)
(224,097 )
(318)
(891,286 )
428,187
(2,031)
116,706

(627)
748
(114,279)
103,148
(24,902)
(34,390)
(15,724)
(63,646)
712,298
50,254
76,307
45,650

(29,679

3,212,865

(10,701,181)
11,370,479
(266,582)
184,857
2,144
(488,564 )
(22,708)
1,600
4,895

84,940
(Continued)




ADVANTECH CO., LTD.

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

CASH FLOWS FROM FINANCING ACTIVITIES
Cash dividends
Cash paid for acquisition of treasury stock
Cash bonus to employees and remuneration to discatal
supervisors
Employee stock options
Net cash used in financing activities
NET INCREASE (DECREASE) IN CASH
CASH, BEGINNING OF YEAR
CASH, END OF YEAR

SUPPLEMENTAL CASH FLOW INFORMATION
Income tax paid

NON-CASH INVESTING AND FINANCING ACTIVITIES
Dividends receivable from equity-method investees

The accompanying notes are an integral part ofitla@cial statements.

(With Deloitte & Touche audit report dated Marc2909)

2008
$ (1,869,508 )
(671,826)

(228,536)
11,536

(2,758,339
42,298

1,180,800

$ 1,223,098

$ 242,016

$ 00 -

2007
$ (1,854,598)
(1,385,698)

(210,536)
22,259

(3,428,573
(130,768)

1,311,568

$ 1,180,800

$ 277,897

$ 6,640

(Concluded)



ADVANTECH CO., LTD.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2008 AND 2007
(In Thousands of New Taiwan Dollars, Unless StateQtherwise)

1. ORGANIZATION AND OPERATIONS

Advantech Co., Ltd. (the “Company”) was establtshe September 1981. It manufactures and sells
embedded computing boards, industrial automatiaalysts, applied computers and industrial computers.
Its stock has been listed on the Taiwan Stock BExghaince December 13, 1999.

As of December 31, 2008 and 2007, the Companyiigs#l and 1,254 employees, respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying financial statements have beepaped in conformity with the Guidelines Governing
the Preparation of Financial Reports by Securitgssiers, the Business Accounting Law, Guidelines
Governing Business Accounting, and accounting fplas generally accepted in the ROC. Under these
guidelines and principles, the Company is requitethake certain estimates and assumptions thad coul
affect the allowance for doubtful accounts, prawisfor loss on inventories, depreciation of propeptant

and equipment, pension cost, product warranty vesdronuses paid to employees and remunerations to
directors and supervisors and income tax, etc. uacesults could differ from these estimates.

For the convenience of readers, the accompanyiagdial statements have been translated into &ngli
from the original Chinese version prepared and usetthe Republic of China. If there is any cortflic
between the English version and the original Clenesrsion or any difference in the interpretatibrihe
two versions, the Chinese-language financial statgsnshall prevail.

The Company'’s significant accounting policies suenmarized as follows.
Current and Noncurrent Assets and Liabilities

Current assets include cash, those assets hetaniyi for trading purposes and to be realizedd smi
consumed within one year from the balance sheat. daill other assets such as property, plant and
equipment are classified as noncurrent. Currabiliiies are obligations incurred for trading posps or

to be settled within one year from the balance tstiae.  All other liabilities are classified aswarrent.

Financial Assets/Liabilities at Fair Value throughProfit or Loss

Financial instruments classified as financial esse financial liabilities at fair value throughgfit or loss

(“FVTPL") include financial assets or financialidities held for trading and those designatedtdsva PL

on initial recognition. The Company recognizegaricial asset or a financial liability on its bhata sheet
when the Company becomes a party to the contraptogisions of the financial instrument. A finaalci
asset is derecognized when the Company has lostotafi its contractual rights over the financiaisat.
A financial liability is derecognized when the daltion specified in the relevant contract is disgkd,

cancelled or expired.



Financial instruments at FVTPL are initially megiiat fair value. Transaction costs directlyiladtiable

to the acquisition of financial assets or finangatilities at FVTPL are recognized immediatelypirofit or
loss. At each balance sheet date subsequentue @fsinitial recognition, financial assets or ficéal
liabilities at FVTPL are remeasured at fair valwéh changes in fair value recognized directly noff or
loss in the period in which they arise. On deredimn of a financial asset or a financial liahjlitthe
difference between its carrying amount and the @imhe consideration received and receivable or
consideration paid and payable is recognized iditpoo loss. All regular way purchases or sales of
financial assets are recognized and derecognizedi@ue date basis.

A derivative that does not meet the criteria feddpe accounting is classified as a financial asset
financial liability held for trading. If the fawalue of the derivative is positive, the derivatisgecognized
as a financial asset; otherwise, the derivativedsgnized as a financial liability.

Fair values of financial assets and financialilisés at the balance sheet date are determinddllasvs:
Financial assets and financial liabilities withautoted prices in an active market - at values detexd
using valuation techniques.

Available-for-sale Financial Assets

Available-for-sale financial assets are initialycognized at fair value plus transaction costsahadirectly
attributable to the acquisition. When subsequembasured at fair value, the changes in fair valae
excluded from earnings and reported as a sepavatpanent of shareholders’ equity. The accumulated
gains or losses are recognized as earnings whefimtéreial asset is derecognized from the balaheets
Purchase or sale of financial assets under cusyotnansactions is recognized and derecognized using
trading date accounting.

Cash dividends are recognized as investment incopm ex-dividend day but are accounted for as
reductions of the original cost of investment iE$k dividends are declared on the investees’ emnin
before investment acquisition. Stock dividends remrded as an increase in the number of shatds he
and do not affect investment income. After thesijgicof stock dividends, the cost per share islcetated

on the basis of the new number of total shares.

Fair values of financial assets and financialiliigs at the balance sheet date are determindadllasvs:
Publicly traded stocks - at closing prices; oped-ewitual funds - at net asset values.

An impairment loss is recognized when there isctbje evidence that the financial asset is imphire
Any subsequent decrease in impairment loss for caritye instrument classified as available-for-sade i
recognized directly in equity. If the fair valué a debt instrument classified as available-foesal
subsequently increases as a result of an evenhwlcicurred after the impairment loss was recognither
decrease in impairment loss is reversed to profit.

Revenue Recognition, Accounts Receivable, and AN@ance for Doubtful Accounts

Sales are recognized when titles to products aatknmal risks of ownerships are transferred tontsie
primarily upon shipment, when the earnings proasssnostly completed and profit is realized or is
realizable. The Company does not recognize as fadse transactions involving the delivery of miate

to subcontractors since ownership of materialsoistransferred upon delivery of materials. Allowas
and the related provision for sales returns arewnged for as a deduction from gross sales, andethged
costs are deducted from cost of sales as theyaneréd.

Sales are measured at the fair value of the ceratidn received or receivable and represents armoun
agreed between the Company and the customersddsgmld in the normal course of business, netlets
discounts and volume rebates. For trade receisahle within one year from the balance sheet date,
the nominal value of the consideration to be rem@iapproximates its fair value and transactions are
frequent, fair value of the consideration is notedmined by discounting all future receipts using a
imputed rate of interest.

-10 -



An allowance for doubtful accounts is providedtbe basis of a review of the collectibility of accs
receivable. This review involves the aging analyafi the outstanding receivables and assessingardgle
economic circumstances.

Inventories

Inventories consist of raw materials and supphestk in process and finished goods. Inventories a
stated at the lower of weighted-average cost oketar Market value refers to replacement valueaof r
materials and supplies and net realizable valdimished goods and work in process.

Besides an assessment if technological changeklwesult in stock obsolescence, the inventoriethat
balance sheet date are also evaluated for estinextmebs quantities and obsolescence on the basis of
demand forecast. Estimated losses on scrap andnstving items are recognized as an allowance for
inventory obsolescence.

Long-term Equity Investments

Investments in shares of stock of companies ircivtiie Company owns at least 20% of their outstandi
common stock or exercises significant influenceraveir operating and financial policy decisiong ar
accounted for by the equity method.

The difference between the cost of the investnagict the Company’s equity in the investee’s nettasse
when an investment is acquired or when the equayhod is first adopted is amortized over five years
Effective January 1, 2006, under the revised Stat¢nof Financial Accounting Standards, investment
premiums, representing goodwill, are no longer ¢p@imortized. If the net fair value of an asseeexkits
investment cost, the difference will be crediteddEpend on the proportion of noncurrent asset's (no
include non-equity-method financial asset, dispasset waiting for sale, deferred tax asset andagrep
pension cost or other pension pay) fair value.thé#f fair value of a noncurrent asset is not endiogh
crediting purposes, it will recognize as extracagyngain. If the unamortized long-term investmienthe
equity method acquired before January 1, 2006 elsce2 Company’s equity in the investee’s equitthe
investee’s assets is a deferred liability will atized depend on its remaining useful life.

If an investee issues additional shares and timep@oy acquires these shares at a percentage diffesen

its current equity in the investee, the resultimgréase in the Company’s equity in its investeetsassets is
credited to capital surplus. Any decrease in tbenf@any’s equity in the investee’s net assets igekbbo
capital surplus. If capital surplus is not enougin debiting purposes, the difference is debited to
unappropriated earnings.

For equity-method investees over which the Complaay controlling influence, if the equity in losses
recognized exceeds the original investment aceuasitosts, the Company recognizes its investead to
losses unless other investors commit to and hawallity to assume a portion of the losses. H@mev
when the investees return to profitable operatitms profits should be recognized by the Compaisllyo
until its previously recognized losses are coverdtithe equity in losses recognized exceeds tignatd
investment acquisition costs plus any advance giwean equity-method investee, the excess lossegdsh
be recognized proportionately and is recorded esopather liabilities.

All profits derived from sales of products by t@empany to its subsidiaries are deferred but onbyitpin
proportion to the Company’s equity interest is defé for other equity-method investees that are not
majority owned. Profit from the sales of produgysequity-method investees to the Company is dederr

in proportion to the Company’'s equity intereststlre investees and credited against the investment.
Profits from sales of products between equity-metinoestees are deferred to the extent of the Coyipa
equity interests in these investees. The defgorefits are included as part of other liabilitiesAll of
these profits are realized through the subseqadaios the related products to third parties.
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Stock dividends received are recorded only asharease in the number of shares held but not réeoedn
as investment income. Cost or carrying value paresis recomputed on the basis of total sharas hel
after stock dividends are received.

For all stock investments, costs of investmenid ace determined using the weighted-average method
Property, Plant and Equipment

Property, plant and equipment are stated at esstdccumulated depreciation. Major additionsswaits
and betterments are capitalized, while maintenanderepairs are charged to current expense.

Depreciation is computed using the straight-linethnd over service lives initially estimated addok
(plus one year to represent estimated salvage yalleiildings and equipment, 45 to 60 years; maatyin
and equipment, 2 to 8 years; furniture and fixtitde 5 years; and miscellaneous equipment, 2yteabs.
Properties still being used by the Company beydar tinitially estimated service lives are deprésiia
over their newly estimated service lives.

Upon sale or other disposal of properties, thateel cost and accumulated depreciation are renmfovsd
the accounts, and the resulting gain or loss iditer@ or charged to nonoperating income or expeinste
year of disposal.

Deferred Expenses

Deferred expenses, consisting of computer softwasts and royalties, are amortized over 2 to 8syea
using the straight-line method.

Asset Impairment

An impairment loss should be recognized if theyiag amount of property, plant and equipment, defi
expenses and investments accounted for by theyeapgithod exceeds, as of the balance sheet date, the
recoverable amount, and this impairment loss shbald¢harged to current income. An impairment loss
recognized in prior years could be reversed if éhigr a subsequent recovery in the estimates used to
determine recoverable amount since the last im@aitrfoss was recognized. However, an impairment
loss is reversed only to the extent that it dodsimeyease the asset carrying amount that woule@ feen
determined had no impairment loss on the assetreeegnized in prior years.

For the purpose of impairment testing, goodwilbilocated to each of the relevant cash-generathits
("CGU(s)”) that are expected to benefit from th@exngies of the acquisition. A CGU to which goodwil
has been allocated is tested for impairment amymoalvhenever there is an indication that the CGay e
impaired. If the recoverable amount of the CGUdnees less than its carrying amount, the impairrigent
allocated to first reduce the carrying amount & goodwill allocated to the CGU and then to theepth
assets of the CGU pro rata on the basis of thgingramount of each asset in the CGU. A reverkaho
impairment loss on goodwill is disallowed.

For long-term equity investments for which the @amy has significant influence but with no conttbke
carrying amount (including goodwill) of each inwesint is compared with its own recoverable amount fo
the purpose of impairment testing.

Pension Costs

The Company has two types of pension plans: Bdfiyenefit and defined contribution.

Under the defined benefit pension plan, net pengiosts are recognized on the basis of actuarial

calculations, and, under the defined contributie@ngion plan, on contribution basis throughout the
employees’ service period.
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If the defined benefit pension plan is curtailedsettled, the resulting gains or losses shoulcebegnized
as part of the net pension cost for the period.

Treasury Stock
Treasury stock is stated at cost and shown adcten in shareholders’ equity.
Income Tax

The Company uses inter-period allocation to actémmincome tax. Deferred tax assets are receghiz
for the tax effects of deductible temporary diffezes, investment tax credits, and deferred taxitiab are
recognized for the tax effects of taxable tempordifferences. Valuation allowance is provided for
deferred income tax assets that are not certdie teealized. Deferred income tax assets or ligdsliare
classified as current or noncurrent according t® mlature of related assets or liabilities for ficiah
reporting. But, if a deferred asset or liabilitgnoiot be related to an asset or liability in theaficial
statements, it is classified as current or nonotroepending on the expected realization date ef th
temporary difference.

Investment tax credits for certain equipment chimlogy purchases, research expenditure, emplayde
trainings are recognized in the current year.

Adjustments of prior years’ tax liabilities aredadl to or deducted from the current year's tax agpe

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

Foreign-currency Transactions

Foreign currency transactions (except derivatramdactions) are recorded in New Taiwan dollarthat
spot rates of exchange in effect when the trarmastbccur. Exchange differences arising from esstht
of foreign-currency assets and liabilities are gegped in profit or loss.

At year-end, the balances of foreign-currency tassid liabilities (“Balances”) which carried atrfaalue
are restated at the prevailing exchange rates, thedresulting differences are recorded as follows:
Equity-method stock investments - as cumulativedii&tion adjustments under shareholders’ equityerot
assets and liabilities - as credits or chargesiteat income.

At year-end, the balances of foreign-noncurrensgets and liabilities are restated at the prewilin
exchange rates, the resulting differences are rémeg as current earnings or a separate compotient o
shareholders’ equity, and Balances carried ataestestated at the history rates and recognizéiteasite

of the trading rate.

Reclassifications
Certain accounts in the financial statements aandf for the year ended December 31, 2007 have been

reclassified to be consistent with the presentatibthe financial statements as of and for the yeated
December 31, 2008.
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3. ACCOUNTING CHANGE

Effective January 1, 2008, the Company adoptedrpnetation 2007-052, “Accounting for Bonuses to

Employees, Directors and Supervisors” issued in dilaP007 by the Accounting Research and

Development Foundation, which requires companiesetord bonuses paid to employees, directors and
supervisors as expenses rather than appropriations earnings. The adoption of this interpretation

resulted in decreases in net income and earningshaee (after income tax) of $135,859 thousand and
NT$0.27, respectively, for the year ended Decer8the2008.

4. CASH
December 31
2008 2007
Cash on hand $ 1,530 $ 1,534
Checking and demand deposits 204,157 431,455
Time deposits: Interest - 0.2%-2.04% in 2008 2:0@%-4.50% in 2007 1,017,411 747,811

$ 1,223,098 $ 1,180,800

5. FINANCIAL INSTRUMENT AT FAIR VALUE THROUGH PROF IT OR LOSS
Information about trading assets or liabilitiedleé Company are shown as follows:

December 31

2008 2007
Financial assets resulting from trading
Forward contracts $ 1,601 $ 87
Financial liabilities resulting from trading
Forward contracts $ 23,287 $ -

On December 31, 2008 and 2007, information abotgtanding forward contracts is shown as follows:

Currency Maturity Amount (Thousand)
December 31, 2008
Sell EUR/USD February - March 2009 EURS8,000/USD%8,5
December 31, 2007
Sell JPY/USD January 2008 JPY55,615/USD500

The Company entered into forward contract transastfor the years ended December 31, 2008 and i2007
to avoid risks on exchange rate fluctuations. Medging strategy of the Company is to avoid theomaj
portion of the market and liquidity risks.

Net gain or loss arising from trading financiasets or liabilities for the years ended December28D8
and 2007 were loss $31,554 thousand and gain $$h®68and, respectively.
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6. AVAILABLE-FOR-SALE FINANCIAL ASSETS

December 31
2008 2007
Noncurrent Current Noncurrent

Mutual funds $ -$ 970,936 $ -
Quoted domestic stocks

ASUSTEK Computer Inc. 1,681,699 - 4,047,492
Quoted overseas stocks

SG Advantech Co., Ltd. 49,916 - -

$ 1,731615% 970,936 $ 4,047,492

7. INVENTORIES, NET

December 31

2008 2007
Finished goods $ 390,707 $ 391,789
Work in process 301,704 330,379
Materials and supplies 388,249 501,791

1,080,660 1,223,959
Less: Allowance for losses (82,125 (109,149

$ 998535 $ 1,114,813

8. LONG-TERM EQUITY-METHOD INVESTMENTS

December 31

2008 2007
% of % of
Carrying  Owner-  Carrying  Owner-
Value ship Value ship
Listed
Axiomtek Co., Ltd. $ 349915 2796 $ 350,156 28.90
Unlisted
Advantech Automation Corp. (BVI) 1,787,540 100.00 1,423,850 100.00
Advantech Technology Co., Ltd. 1,576,784100.00 981,854 100.00
Advantech Investment Fund-A Co., Ltd. 624,712100.00 414,083 100.00
Advantech Europe Holding B.V. 420,184 100.00 404,358  99.22
Advansus Corp. 303,998 50.00 476,793  50.00
Advantech Japan Co., Ltd. 137,516100.00 102,965 100.00
Advantech (YanShun) Holding Co., Ltd. 90,703100.00 78,167 100.00
Advantech Co. Singapore Pte, Ltd. 71,404100.00 114,565 100.00
Advantech Australia Pty Ltd. 68,755 100.00 109,327 100.00
Advantech Technologies Co., Ltd. - - 174,386  23.89
(Continued)
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Advantech Co. Malaysia Sdn. Bhd.

Advantech Hungary Ltd.

Advantech Investment & Management Service
Advantech (HK) Technology Co., Ltd.

Long-term equity-method investments

December 31

2008 2007
% of % of
Carrying  Owner-  Carrying  Owner-
Value ship Value ship

$ 40,183100.00
16,369 30.00
5,81100.00
- 100.00

5,143,959

$ 5,493,874

$ 42,416 100.00

14,438  30.00

5,639 100.00

- 100.00
4,342,841
$ 4,692,997

(Concluded)

One of the Company’s equity-method investees, Atheh Technologies Co., Ltd., consolidated with
Scanny Global Co., Ltd. in December 2008, and trapany established as a result of this consolidatio

was named SG Advantech Co., Ltd. (SG).
ownership of SG decreased to 10.63%.

After tbimsolidation, the Company’s percentage of
With thisredme, the Company ceased to have significant

influence over SG, and the investment in SG was thalassified to an available-for-sale financsded -

noncurrent.

The financial statements for 2008 and 2007 offtflewing investees had been audited by other auslit

not the Company’s auditors:

Axiomteck Co., LtddvAnsus Corp., Advantech Europe Holding B.V. (in

2008, Advantech Europe B.V., a subsidiary of AdeahtEurope Holding B.V., was audited by the Parent
Company’s auditors), Advantech Technologies Cdl,,LAdvantech Japan Co., Ltd., Advantech Australia
Pty Ltd., Advantech Co. Singapore Pte, Ltd., Adeaht Co. Malaysia Sdn. Bhd., Advantech (HK)
Technology Co., Ltd., and Netstar Technology Ctd, La subsidiary of Advantech Investment Fund-A, Co

Ltd.

The equity-method investees’ financial statementdch had been used to determine the carrying amou
of the Company’s investments, had been auditeceptxdvantech Hungary Ltd. The Company believes
that, had Company Advantech Hungary Ltd.’s finahstatements been audited, any adjustments arising
would have had no material effect on the Compafiyancial statements.

Movements of the aforementioned difference alleddad goodwill for the years ended December 318200

and 2007 were as follows:

Cost
Balance, beginning of year

Years Ended
December 31

Amount recognized on acquisition of investments
Amount derecognized on disposal of investments

Translation adjustment
Negative goodwill amortized

Balance, end of year

-16 -

2008 2007
76,944 $ 71,381
32,113 13,175

(54) (12,695)
(2,334) 5,001
55 82

$ 106,724 $ 76,944



The Company intended to support the operation8dvlantech (HK) Technology Co., Ltd. in 2008 and
2007. Under the revised Statement of Financialooting Standards No. 5 - “Long-term Investments in
Equity Securities” of the Republic of China, if tlemuity in losses recognized exceeds the original
investment acquisition costs plus any advancesdivehe investee, the Company recognizes its {aeé&s
total losses unless other investors commit to asswand can assume, a portion of the losses. As of
December 31, 2008 and 2007, there were credit bedaon the carrying value of this investment o234,
thousand and $8,972 thousand, respectively, indlidether liability - others.

The market values of the listed stock of the ggmivestment’s market values, which was calculatedhe
basis of the closing prices of December 31, 20@B2007 were $352,330 thousand and $968,805 thousand
respectively.

The Company has included all of its direct andragat subsidiaries in the consolidated financiatetents
as of and for the years ended December 31, 2002G0id
. PROPERTY, PLANT AND EQUIPMENT
Statement of changes in property, plant and eceiipnvere as follows:
Year Ended December 31, 2008

Beginning Re- Ending
Balance Acquisition  Disposal classification Balance

Property, plant and equipment

Cost
Land $ 640,472% - 3 - $ 472,880 $ 1,113,352
Buildings 844,911 - - 245,605 1,090,516
Machinery and
equipment 353,918 24,892 4,792 20,772 394,790
Furniture and fixtures 103,173 16,228 6,906 3,800 116,295
Other equipment 161,675 29,528 29,831 5,318 166,690

2,104,149 $ 70,648 $ 41529 $ 748,375 _ 2,881,643

Accumulated depreciation

Buildings 118,896 $ 17,322 $ - $ - 136,218
Machinery and
equipment 217,569 47,494 4,448 - 260,615
Furniture and fixtures 60,220 20,262 6,290 - 74,192
Other equipment 87,050 27,471 27,323 - 87,198
483,735 $ 112549 $ 38,061 $ - 558,223
1,620,414

Construction in progress
and prepayments for

equipment 398,794 448,275 $ - $ (755,809 91,263
$ 2,019,208 $ 2,414,683
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Year Ended December 31, 2007
Beginning Re- Ending
Balance Acquisition  Disposal classification Balance

Property, plant and equipment

Cost
Land $ 640,4723% - $ - $ - $ 640,472
Buildings 844,911 - - - 844,911
Machinery and
equipment 298,347 45,157 8,591 19,005 353,918
Furniture and fixtures 90,573 13,486 1,086 200 103,173
Other equipment 135,917 22,707 2,551 5,602 161,675

2,010,220 $ 81,350 $ 12,228 $ 24,807 2,104,149

Accumulated depreciation

Buildings 102,367 $ 16,529 $ - $ - 118,896
Machinery and

equipment 183,395 40,600 6,426 - 217,569

Furniture and fixtures 42,099 19,083 962 - 60,220

Other equipment 65,096 24,968 3,014 - 87,050

392,957 $ 101,180 $ 10,402 $ - 483,735

1,617,263 1,620,414

Construction in progress
and prepayments for

equipment 16,387$ 407,214 $ - $ (24,807 398,794
$ 1,633,650 $ 2,019,208

10. PENSION PLAN

The Labor Pension Act (the “Act”) was enforced Juty 1, 2005. The employees subject to the Labor
Standards Law before July 1, 2005 were allowechtwse to continue to be subject to the Labor Staisda
Law or to be subject to the pension mechanism utiderAct, with their service years accumulatedlunt
June 30, 2005 to be retained. Those hired onter &dly 1, 2005 automatically become subject ¢éoAht.

Under the Act, the Company has a defined conidhupension plan. Since July 1, 2005, the Company
has made monthly contributions to the employeedividual pension accounts in the Bureau of Labor
Insurance at 6% of employees’ salaries and wagéle pension cost under the defined contributiom loa

was $47,665 thousand and $45,968 thousand for #@@syended December 31, 2008 and 2007,
respectively.

The Company has a defined benefit pension plaerthé Labor Standards Law (the “Law”). Under this
pension plan, employees can accumulate two basgspfoir every service year within the first 15 sesv
years and one base point for every service yeagdfter. Employees can accumulate up to 45 basgspo
and the benefits based on employee’s average madldry for the six-month period prior to retirethe

Under the Law, the Company accrues pension codigidually on the basis of actuarial calculaticarsd
make monthly contributions at 2% of salaries andyegato each company’s pension fund, which is
administered by each company’s pension plan comenittnd deposited in the respective committees’
names in the Bank of Taiwan (the Central Trust bin@ merged with the Bank of Taiwan in July 2007,
with the Bank of Taiwan as the survivor entity).
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Other information on the defined benefit pensitanps summarized as follows:

a.

Components of pension cost:

2008 2007
Service cost $ 3634 $ 3,940
Interest cost 4,843 3,812
Projected return on plan assets (2,426) (2,020)
Amortization of unrecognized net transition obtign and net pension plan
gains or losses (93) (2,206)

$ 5958 $ 3,526

Reconciliation between the funded status op#esion plan and accrued pension liabilities:

December 31

2008 2007
Benefit obligation
Vested benefit obligation $ 4397 $ 1,287
Non-vested benefit obligation 102,135 115,970
Accumulated benefit obligation 106,532 117,257
Additional benefits based on future salaries 52,412 44,182
Projected benefit obligation 158,944 161,439
Fair value of plan assets (92,083 (80,882
Funded status 66,861 80,557
Unrecognized net transition obligation (12,755 (14,577)
Unrecognized net gain 52,259 42,953
Accrued pension liabilities $ 106,365 $ 108,933
Vested benefit $ 5752 $ 1,680
Actuarial assumptions
2008 2007
Discount rate used in determining present vadiigdan assets 250%  3.00%
Future salary increase rate 2.00% 2.00%
Expected rate of return on plan assets 2.50% 3.00%

Changes in the accrued pension liability:

Years Ended
December 31

2008 2007
Balance, beginning of year $ 108,933 $ 110,964
Accruals based on the defined benefit pension pla 5,958 3,526
Contribution (8,526) (5,557
Balance, end of year $ 106,365 $ 108,933
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11. SHAREHOLDERS’ EQUITY
Capital Surplus

Based on certain laws or regulations, capitallssrfrom long-term equity investments accountedofpthe
equity method cannot be used for any purpose. rQ@tngtal surplus may be used only to offset acitefi
Capital surplus from the issue of stock in excdsgan value may be capitalized by issuing new shéoe
shareholders in proportion to their holdings, aapit@lized amounts should be within certain limits.

Appropriation of Earnings and Dividend Policy

The Company’s Articles of Incorporation providathegal reserve should be set aside at 10% ofzdhmet
income less any cumulative losses. In additiospecial reserve should be appropriated as needéuk
remainder of the income should be appropriateterfallowing order:

a. 8% to 20% as bonus to employees;
b. 1% or less as remuneration to directors andrsigors; and
c. Dividends, as proposed by the board of director

For stock bonuses, employees may include subsdiaamployees who meet certain criteria as detezchi
by the Company’s board of directors.

Any appropriations of earnings are recorded inybar of shareholders’ approval following the yeér
earnings generation.

The bonus to employees and remunerations to dieeind supervisors of $190,000 thousand (cladsifie
under accrued expenses) were accrued on the ligmstoexperience. If the actual amounts subselyuen
resolved by the shareholders differ from the prepgosmounts, the differences are recorded in thegfea
shareholders’ resolution as a change in accoumetitignate. If bonus shares are resolved to bahlistd

to employees, the number of shares is determinediViging the amount of bonus by the closing price
(after considering the effect of cash and stockdeéwds) of the shares of the eve of the sharetsilder
meeting.

Based on a directive issued by the SecuritiesFartdres Bureau, an amount equal to the net delzihba
of certain shareholders’ equity accounts (includumgealized gain or loss on financial instrumems a
cumulative transaction adjustments) should be tearexd from unappropriated earnings to a specsarre.
Any special reserve appropriated may be revers#uketextent of the decrease in the net debit balanc

Under the Company Law, legal reserve should beompated until the accumulated reserve equals the
Company’s paid-in capital. This reserve may bedusdy to offset a deficit. When the balance a th
reserve reaches 50% of the Company’s outstandipigatatock, up to 50% thereof may be transferced t
capital.

Under the Integrated Income Tax System, which tefflect on January 1, 1998, noncorporate local
shareholders are allowed a tax credit for the iredax paid by the Company on earnings generatee sin

1998. An imputation credit account (ICA) is maintd by the Company for such income tax and the tax
credit allocated to each shareholder. The maxincuedit available for allocation to each shareholder
cannot exceed the ICA balance on the dividendiligton date.

The Company operates in an industry related topewens, and its business related to network seiigers
new but with significant potential for growth. T&un formulating its dividend policy, the Compaiakes
into account the overall business and industry itmmd and trends, its objective of enhancing the
shareholders’ long-term interest, and the sustdityabf the Company’s growth. The policy also tees
that stock dividends be less than 75% of totalddimds to retain internally generated cash withi th
Company to finance future capital expenditures\aarking capital requirements.
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12.

The appropriations of earnings for 2007 and 20@8ewproposed in the Board of Directors’ meeting and
approved in the shareholders’ meeting held on J#e2008 and June 15, 2007, respectively. The
appropriations and dividends per share were agvisl

Dividends Per
Appropriation of Earnings Share (Dollars)

2007 2006 2007 2006
Legal reserve $ 294989 $ 291,789 $ - $ -
Cash dividends 1,869,508 1,854,598 4.0 4.0
Stock dividends 233,688 231,825 0.5 0.5
Remuneration to directors and supervisors 45,5 26,261 - -
Bonus to employees - stock 60,000 40,000 - -
Bonus to employees - cash 205,490 222,610 - -

At their meeting on June 12, 2008, the sharehsldpproved the board of directors’ proposal torithiste
stock dividends of $233,688 thousand and stock #tmemployees amounting to $60,000 thousand. The
appropriation of earnings for 2007 were approvedth® Financial Supervisory Commission under the
Executive Yuan of the ROC. The board of directesolved August 8, 2008 as the date of distributing
stock and cash dividends, and the Company had etedpits revised registration from the MOEA.

Information on the appropriation of bonus to emples and remuneration to directors and supervisors
be accessed online through the Market Observatast Bystem on the Web site of the Taiwan Stock
Exchange.

On April 1, 2003, the Securities and Futures Burapproved the Company’s stock option plan. There
were 3,000 thousand units authorized to be isswbith may be converted to 3,000 thousand common
shares. Employees may exercise a certain pereenfafe option within two and four years of thargr
date, and will expire six years from the grant dat€he stock options were had issued on Augus20d3,
and the newly exercise price was set at NT$23.49 Becember 31, 2008.

As of December 31, 2008, there were 2,475 thousarits of stock options exercised, which were
converted to 2,475 thousand common shares; theisirtbxercised stock options consisted of 165 thmwlisa
units.

When the grant date of stock-based employee cosatien plans is on or before January 1, 2004, the

Company need not apply the accounting guideline. 9@9, 071 and 072 for stock-based compensation
issued by the Accounting Research and Developnmmmnidation of the ROC.

TREASURY STOCK
(Shares in Thousands)
Number of Number of
Shares, Addition Reduction Shares,
Beginning During the During the End of

Purpose of Treasury Stock of Period Period Period Period

Year ended December 31, 2008

For transfer to employees 14,500 - - 14,500
To maintain the Company'’s credibility and sharebotd
interest - 10,000 10,000 -
(Continued)
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Purpose of Treasury Stock

Year ended December 31, 2007

For transfer to employees

Number of Number of
Shares, Addition Reduction Shares,
Beginning During the During the End of
of Period Period Period Period
- 14,500 - 14,500
(Concluded)

Under the Securities and Exchange Act, the Comdiould neither pledge treasury stock nor exercise
shareholders’ rights on these shares, such as tiglaividends and to vote.

13. INCOME TAX

a. The reconciliation of income tax expense basecome tax at statutory income tax rates tonmeo
tax expense and the current income tax payable agefallows:

Tax on pretax income at 25% statutory rate
Deduct tax effects of:
Permanent differences
Tax-exempt income
Other
Temporary differences
Income tax (10%) on undistributed earnings
Investment tax credit

Income tax currently payable

b. Income tax expense consisted of the following:

Income tax currently payable
Income tax expense - deferred
Withholding tax on dividends

December 31

2008 2007
$5730 $ 853,967
(246,868)  (334,721)
(51,284)  (23,648)
33,760 (45,071)
628, 30,238
(147,887 _ (152,614

$ 330,090 $ 328,151

December 31

2008 2007
$ 330,090 $ 328,151
(25,593) 116,706
1,826 -

$ 306323 $ 444,857

c. The change of income tax payable prepaid indamef balance sheet consisted of the following:

Balance, beginning of year
Income tax currently payable
Payment

Balance, end of year
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December 31

2008 2007
$ 188,137 $ 137,883
330,090 328,151
(242,016 _ (277,897

$ 276,211 $ 188,137



d. Net deferred income tax assets (liabilitiespfa®ecember 31, 2008 and 2007 were as follows:

December 31

2008 2007
Current
Deferred income tax assets
Allowance for loss on inventories $ 20,53% 27,286
Unrealized product warranty reserve 7,572 10,292
Investment tax credit - 10,022
Excess provisions for doubtful receivables - 6,958
Others 5,000 12,500
33,103 67,058
Valuation allowance - (10,022
33,103 57,036
Deferred income tax liabilities
Unrealized foreign exchange gain (531 (9,855
Deferred income tax assets, net $ 32,582 47,181
Noncurrent
Deferred income tax assets:
Deferred credits $ 46,660 $ 44,739
Pension cost 26,663 27,737
Accumulated equity in the net loss of foreigudstees 25,560 24,829
98,883 97,305
Valuation allowance (25,560 (24,829
73,323 72,476
Deferred income tax liabilities:
Accumulated equity in the net gains of foreigvestees (288,739_ (328,099
Deferred income tax liabilities, net $ (21%31$ (255,619

The income tax rate used to recognize deferremhie tax was 25%.
e. As of December 31, 2008, the Company’s fiveg/eaxemption from income tax was as follows:

Investment Plan Exemption Period

The industry 500 MHz thin client production Fr@@06 to 2010

f. Based on Article 70-1 of the Statute for Upgngdindustries, companies will be exempt from the
profit-seeking enterprise tax on the following inwes if they use worldwide resources and set up an
international operating network or if they establigperating headquarters within the territory of th
Republic of China that is of a specific size andl lring about significant economic benefits:

1) Income from providing management services&bDRervices to its affiliates abroad;
2) Royalty payment received from its affiliatds@ad; and/or
3) Returns on investments and gains on asseishipy overseas affiliates.

g. The information on the Company’s integratedime tax is as follows:

December 31

2008 2007
Balance of the imputation credit account (ICA) $36,042 $ 269,712

The balances of unappropriated retained earmjegerated before 1997 81,329 $ 81,329
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The expected and actual creditable tax ratiog#onings were 14.25% and 9.64%, as of December 31,
2008 and 2007, respectively. The imputation crediibicated to the shareholders is based on its
balance as of the date of dividend distributionhe Bxpected creditable ratio may change when the
actual allocation of the imputation credits is made

h. Income tax returns through 2005 had been exadramd cleared by the tax authorities. However, th
tax authorities made an assessment on the Compa@@3 return, but Company disagreed with this
assessment. Thus, the Company requested for améwtion of its return. As of March 9, 2009,
the date of the accompanying auditors’ report, rdexamination was in progress; nevertheless, the
Company recognized the payable on this case.

14. PERSONNEL EXPENSES, DEPRECIATION AND AMORTIZATI ON

2008 2007

Included in Included in Included in Included in

Costof  Operating Costof  Operating

Goods Sold Expenses Total Goods Sold Expenses Total
Personnel expenses

Payroll $ 262,098 % 771,728 $ 1,033,826 $ 239,447 $ 585,317 $ 824,764
Insurance 20,457 45,736 66,193 20,618 48,598 69,216
Pension 16,412 37,211 53,623 12,764 36,730 49,494
Others 26,063 44,571 70,634 21,104 35,518 56,622

$ 325,030 $ 899,246 $ 1,224,276 $ 293,933 $ 706,163 $ 1,000,096

Depreciation $ 39,080% 73,469 $ 112549 $ 37,776 $ 63,404 $ 101,180
Amortization 561 54,491 55,052 660 35,990 36,650

15. EARNINGS PER SHARE

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

Shares
Amount (Numerator) (Denominator) Earnings Per Share
Pretax After-tax (Thousand) Pretax After-tax
2008
Basic EPS $ 2,862,961% 2,556,638 498,631 $ 574% 5.13
The impact of dilutive potential
Employee stock options - - 146
Bonuses to employees - - 4,291
Diluted EPS $ 2,862,961$ 2,556,638 503,068 $ 5.69 $ 5.08
2007
Basic EPS $ 3,415,906% 2,971,049 516,558 $ 661% 5.75
The impact of dilutive potential
Stock options - - 855
Diluted EPS $ 3,415,906% 2,971,049 517,413 $ 6.60 $ 5.74
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The Accounting Research and Development Foundasswed Interpretation 2007-052 which requires
companies to recognize bonuses paid to employéesxtats and supervisors as compensation expenses
beginning January 1, 2008. These bonuses werépsdy recorded as appropriations from earning$. |
the Company decides to grant bonuses to employeeash or shares, the Company should assume that th
entire amount of the bonus will be settled in sbaamd the resulting potential shares should Haded in

the weighted average number of shares outstandied) in the calculation of diluted EPS if the shédrage

a dilutive effect. The number of shares is estaddly dividing the entire amount of the bonus by th
closing price of the shares at the balance sheet ddhe dilutive effect of the potential sharesdseto be
included in the calculation of diluted EPS untiketshareholders resolve the number of shares to be
distributed to employees at their meeting in tHlefang year.

The EPS was retroactively adjusted for the staeklends declared. Thus, in 2007, pretax and -adber
basic EPS decreased from NT$7.02 to NT$6.61 and fd$6.11 to $5.75, respectively, and pretax and
after-tax diluted EPS decreased from NT$7.01 to®N8® and from $6.10 to $5.74, respectively.

16. RELATED-PARTY TRANSACTIONS

a. Related parties

Related Party Relationship with the Company
Advantech Investment Fund-A Co., Ltd. (AdvantechEquity-method investee
Fund-A)
Axiomtek Co., Ltd. (Axiomtek) Equity-method inves
Advantech Investment & Management Service (AIMR)uity-method investee
Advansus Corp. Equity-method investee
Advantech Europe Holding B.V. (AEU) Equity-methiodestee
Advantech Co. Singapore Pte, Ltd. (ASG) Equitythrod investee
Advantech Hungary Ltd. (AHG) Equity-method inwvaest
Advantech Japan Co., Ltd. (AJP) Equity-methoctstge
SG Advantech Co., Ltd. (former name: AdvantechThe Company was AKR'’s director (AKR was
Technologies Co., Ltd.) (AKR) an equity-method investee until December
2008)
Advantech Technology Co., Ltd. (ATC) Equity-medhiavestee
Advantech (YanShun) Holding Co., Ltd. (AYS) Eguihethod investee
Advantech Australia Pty Ltd. (AAU) Equity-methot/estee
Advantech Automation Corp. (BVI) (AAC (BVI)) Egytmethod investee
Advantech Co., Malaysia Sdn. Bhd (AMY) Equity-imed investee
Viewsys Technology Co., Ltd. (“Viewsys”") Equityatihod investee (liquidated in
September 2007)
Advantech Europe GmbH (ADL) Equity-method investé AEU
Advantech Europe B.V. (AESC) Equity-method ineestf AEU
Advantech Poland Sp. z 0.0. (APL) Equity-methoeestee of AEU
Advantech Automation Corp. (H.K.) Limited Equity-method investee of AAC (BVI)
(AAC (HK))
Advantech (H.K.) Technology Co., Ltd. (ATC (HK)) Equity-method investee of ATC
Advantech Technology (China) Company Ltd. Equity-method investee of ATC (HK)
(AKMC)
Advantech Electronic Technology (Dongguan) Co., Equity-method investee of AYS
Ltd. (ADMC)
Advantech Corp. (AC) Equity-method investee of @BVI)

Beijing Yan Hua Xing Ye Electronic Science & Equity-method investee of AAC (HK)
Technology Co., Ltd. (ACN)
Yan Hua Xing Ye Electronic (SHHQ) Equity-methadéstee of AAC (HK)
(Continued)
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Related Party Relationship with the Company

Advantech Control (M) Sdn. Bhd. (AKL) Equity-meithinvestee of ASG

Advantech Automation (Penang) Sdn. Bhd. (APN) igmethod investee of ASG

Advantech Corporation (Thailand) Co. (ATH) Equitethod investee of ASG

Netstar Technology Co., Ltd. (“Netstar”) Equityethod investee of Advantech Fund-A

BCM Embedded Computer Inc. (BCM) Equity-methodeistee of Advantech Fund-A

Broadwin Technology, Inc. (“Broadwin™) Equity-nietd investee of Advantech Fund-A

Jan Hsiang Electronics Co., Ltd. (“Jan Hsiang") quiEy-method investee of Netstar

Advantech Brazil S/A (ABR) Related party in swste

Avalue Technology Inc. The Company’s chairmatihésAvalue
Technology Inc.’s director

Mr. Peter Marek Manager of ADL

Mr. Stavors Kostelidis Manager of ADL

Mr. Andrea Zolli Manager of AEU (formerly managerAIT)

Immoibiliare Verdi Srl Manager of AEU (formerlyanager of AIT)

Shanghai Advantech Intelligent Services Co., Ltd. Equity-method investee of AAC (HK)
(AINS)
Xi'an Advantech Software Ltd. (AXA) Equity-methdiavestee of AAC (HK)
(Concluded)

The Company's related parties, in addition te¢hcsted above, are shown in Table 8.

The significant transactions with the abovatesl parties, in addition to those disclosed ineNigt and
Table 2, are summarized as follows:

2008 2007
% of % of
Amount  Total Amount Total

For the year

1) Sales
AC $ 2,960,193 24 $ 2,858,246 25
ACN 2,634,032 22 1,967,251 17
AESC 1,845,950 15 1,787,884 16
AKR 280,348 2 327,131 3
AJP 262,408 2 266,028 3
AAU 160,167 1 134,001 1
AINS 137,159 1 - -
ASG 109,994 1 110,454 1
ABR 95,918 1 73,339 1
AKMC 50,671 1 59,861 1
ATH 34,258 - 22,531 -
AMY 24,724 - 59,908 -
Axiomtek 9,300 - 9,315 -
APL 8,505 - 12,592 -
Broadwin 6,532 - - -
Advansus Corp. 4,921 - 25,573 -
Avalue 2,863 - - -
AHG 22 - 1,872 -
SHHQ - - 371,138 3
Others 158 - 635 -

$ 8,628,123 __ 70 $ 8,087,759 _ 71
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2)

3)

4)

5)

6)

2008 2007
% of % of
Amount  Total Amount  Total
Purchase of materials and supplies
ATC $ 3,695,260 42 $ 3,222,352 40
Advansus Corp. 632,143 8 460,580 6
AYS 528,184 6 212,958 3
Nestar 22,958 - 8,458 -
AC 22,583 28,688 1
Jan Hsiang 19,067 - 14,146 -
ACN 5,464 - - -
ASG 3,643 - - -
AESC 1,586 - 28,215 -
Axiomtek 838 - 3,228 -
Viewsys - - 113 -
Others 2,542 - 157 -
$ 4934268 _ 56 $ 3,978,895 _ 50
Royalty revenue for patent (part of nonopearati
income)
ATC $ 185533 100 $ 162,395 100
Commission revenues (part of nonoperatingrmeo
AJP $ 5727 _ 22 $ - -
Administrative revenues (part of nonoperating
income)
Advansus Corp. $ 3,000 11 $ 2,971 22
Rental revenues (part of nonoperating income;
revenues were from the rental of office spaceteu
renewable one-year operating leases)
Advansus Corp. $ 4225 21 $ 2,915 22
BCM 460 2 - -
AIMS 300 1 270 2
Advantech Fund-A 36 - 36 -
$ 5021 24 $ 3,221 24
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At year-end

7) Receivables

Accounts
AESC
ACN
AC
AKR
AJP
AAU
ASG
AKMC
ABR
APL
ATH
Avalue
AMY
Axiomtek
Advansus Corp.
SHHQ
Others

8) Other receivables

Dividends
AKR
Other receivables
AESC
ADL
AKMC
AC
Others

9) Payables

Accounts
ATC
AYS
Advansus Corp.
Nestar
AC
ADL
Broadwin
AESC
Jan Hsiang
Others
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2008 2007
% of % of
Amount  Total Amount  Total
$ 491,107 35 $ 657,938 35
458,564 33 428,063 23
231,874 17 513,394 27
87,749 6 39,600 2
31,290 2 91,547 5
28,789 2 21,206 1
18,864 1 4411 -
17,513 1 39,762 2
16,517 1 21,333 1
8,615 1 23,710 1
3,356 - 1,718 -
2,955 - -
2,143 - 5,337
1,590 - 1,725 -
11 - 4,344 -
- - 21,110 1
1,510 - 1,217 1
1,402,447 99 1,876,415 99
- - 6,640 -
7,131 1 - -
2,815 - 5,667 -
- - 11,060 1
- - 4,047 -
1,130 - 1,128 -
11,076 1 21,902
$ 1413523 _100 $ 1,904,957 _100
$ 554,721 80 $ 709,984 73
73,887 11 115,712 12
50,999 7 129,404 13
5,590 2 5,032 1
2,158 - 7,557 1
1,585 - 2,700 -
1,105 - - -
777 - 1,710 -
446 - 1,750 -
2,953 - 714 -
$ 694221 100 $ 974,563 _100



c. Share transactions

The Company bought AEU shares from managers df amd AEU in June 2008 and July 2007. The
related transactions are summarized as follows:

Common Stock Issuer Shares Cost
June 2008 AEU 75,000 $ 34,712
July 2007 AEU 81,329 $ 14,920

An operating lease contract with related parieshe use of a building was based on market pénes
made under normal terms. The lease was less tharydars. Product sales were conducted under
normal terms. The payment terms for related pamvere 30 to 90 days. Terms for third parties
were 30 to 60 days.

d. Compensation of directors, supervisors and gemant personnel:

December 31

2008 2007
Salaries $ 37,463 $ 62,187
Bonus 17,247 21,491

$ 54,710 $ 83,678

The compensation of directors, supervisors antagement personnel for the year ended December 31,
2007 included the bonuses appropriated from theiregs of 2007 which had been approved by
shareholders in their annual meeting held in 2008.
17. SIGNIFICANT COMMITMENTS AND CONTINGENCIES
As of December 31, 2008, the Company had theviitig guarantees for an affiliate’s loans:

Amount

AKMC $ 610,080 thousand

-29 -



18. FINANCIAL INSTRUMENTS
a. Fair values of financial instruments were dgWs:

December 31
2008 2007
Carrying Fair Carrying Fair
Amount Value Amount Value

Nonderivative financial instruments

Assets

Available-for-sale financial assets -

current $ -3 - $ 970,936 $ 970,936
Available-for-sale financial assets -

noncurrent 1,731,615 1,731,615 4,047,492 4,047,492

Derivative financial instruments location

Financial assets at fair value through
profit or loss - current
Domestic 737 737 - -
Foreign (foreign corporation operating
in domestic district included) 864 864 87 87
Financial liabilities at fair value through
profit or loss - current
Domestic 12,357 12,357 - -
Foreign (foreign corporation operating
in domestic district included) 10,930 10,930 - -

b. Methods and assumptions used in the deterrmmatfifair values of financial instruments
1) For financial instruments such as cash, nata$ accounts receivable, receivables from related
parties, other receivable, accounts payable, pagéabl related parties and refundable deposits, the
carrying amounts of these financial instrumentg@agmate their fair values.
2) Fair values of available-for-sale financiatets were based on their quoted market prices.
3) Fair values of derivatives were determinedngisihe quoted market prices, using valuation

techniques incorporating estimates and assumpti@isare consistent with those prevailing in the
market.

-30 -



C.

The fair values of the Company’s financial &ssed liabilities were based on the quoted mavkees
or determined using certain valuation techniqusg$obows:

Based on the Quoted Determined Using
Market Price Valuation Technigues
December 31 December 31
2008 2007 2008 2007
Assets
Financial assets at fair value through
profit or loss - current $ -$ - 3 1,601 $ 87
Available-for-sale financial assets -
current - 970,936 - -
Available-for-sale financial assets -
noncurrent 1,731,615 4,047,492 - -
Liabilities
Financial liabilities at fair value through
profit or loss - current - - 23,287 -

As of December 31, 2008 and 2007, financiaktasgxposed to fair value risk from interest rate
fluctuation amounted to $1,017,411 thousand and 824 thousand, respectively, and financial assets
exposed to cash flow interest risk amounted to BIBthousand and $430,040 thousand, respectively.

The Company recognized unrealized losses @6$2962 thousand and unrealized gains of $393,929
thousand in shareholders’ equity for the changdsimvalue of available-for-sale financial asskis

the years ended December 31, 2008 and 2007, regpect The Company also recognized an
unrealized gains of $615 thousand and $1,066 timouga shareholders’ equity for the changes in
available-for-sale financial assets held by equoigthod investees for the years ended December 31,
2008 and 2007, respectively.

Financial risks

1) Market risk. The derivative financial instrants categorized as financial assets at fair value
through profit or loss are mainly used to hedge harge rate fluctuations of foreign
currency-denominated assets and liabilities. Tthesmarket risk of derivatives will be offset by
the gain or loss on the exchange rate fluctuatimis hedged assets and liabilities.
Available-for-sale financial assets held by the @any are mainly mutual funds and publicly
traded stocks. Thus, price fluctuations in thenoparket would result in changes in fair values of
these financial instruments.

2) Credit risk. Credit risk represents the ptitgdnoss that would be incurred by the Companthd
counter-parties breach the contracts. Contradfs pasitive fair values on the balance sheet date
are evaluated for credit risk. Since the countetigs to the foregoing derivative financial
instruments are reputable financial institutiongnagement believes its exposure to default by
counter-parties is low.

3) Liquidity risk. The Company has sufficientepgting capital to meet cash needs upon settlements
of derivative financial instruments. Thereforeg tbash flow risk is low. In addition, for
long-term equity-method investments (mutual fundsl gublicly traded stocks), the Company
keeps liquidity reserves, which are available oshart-term basis. Additionally, the contracted
forward rate is decided on the contract startintesla Thus, the cash flow risk on forward
contracts is low.
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19. ADDITIONAL DISCLOSURES

a.

Except for those mentioned in Note 16 and Tableo 8, no additional disclosures are requiredhiey
Securities and Futures Bureau for the Companytandvestees and on investment in Mainland China.

Investments in mainland China

1) Investee company name, main business and gipdtal amount of paid-in capital, investment
type, investment flows, percentage ownership odior indirect investment, investment gains
(losses), carrying value as of December 31, 2068jraulated inward remittance of earnings as of
December 31, 2008 and upper limit on investmentabld 9 (attached)

2) Significant transaction with overseas subsjdigith direct or indirect investment in China: tde
16, 17 and Tables 1, 2, 6 and 7.

20. SEGMENT INFORMATION

a.

Industry: The Company belongs only to one $tigu the manufacture and sale of embedded
computing boards, applied panel computers, autamatkistrial equipment, and industrial and network
computers.

Foreign operations: The Company had no forepgrating unit as of December 31, 2008.

Export sales

Geographic Area 2008 2007
America $ 3,890,484 $ 4,898,249
Asia 4,281,476 3,149,035
Europe 2,959,850 _ 2,184,907
$11,131,810 $10,232,191

Major customers

2008 2007
% of % of
Customer Amount  Total Amount  Total
AC $ 2,960,193 24 $ 2,858,246 25
ACN 2,634,032 22 1,967,251 17
AESC 1,845,950 15 1,787,884 16

$ 7,440,175 61 $ 6,613,381 _ 58
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ADVANTECH CO., LTD. AND INVESTEES

FINANCING PROVIDED

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

TABLE 1

Collateral Maximum Maximum
) ) Maximum . Amount of Amount of
No. Financier Counter-party StatanIEET::lcoun Balance for the | Ending Balance | Interest Rate | Nature of Financing Trzr;]s:uc;;on Financing Reasons Allg\évdarg:eebior It val Financing to Financing that
Period em alue Individual Can Be Provided
Counter-party | by the Financier
1 |AEU ADL Receivables from | $ 32,368 | $ 32,368 4.00% Short-term financing $ -|Financing need $ - $ $ 767,019 $ 1,534,038
related parties | (EUR 700 | (EUR 700 (Note B) (Note B)
thousand ), thousand )
2 |AESC AEU Receivables from 12,022 - 2.50% Short-term financing -|Financing need - 767,019 1,534,038
related parties | (EUR 260 (Note B) (Note B)
thousand ),
3 |AKMC ACN Receivables from 226 - 3.00% Short-term financing -|Financing need - 767,019 1,534,038
related parties | (RMB 47 (Notes B and C) (Notes B and C
thousand ),
4 |SHHQ ACN Receivables from 52,857 12,304 3.00% Short-term financing - |Financing need - 767,01 1,534,038
related parties | (RMB 10,989 | (RMB 2,558 (Notes B and C) (Notes B and C
thousand ), thousand )
5 |ACN AKMC Receivables from 96,825 96,825 3.50% Short-term financing - |Financing need - 767,01 1,534,038
related parties | (RMB 20,130 | (RMB 20,130 (Notes B and C) (Notes B and C
thousan) thousan)
6 |Netstar Technology Co.,|Netstar Electronics Co., |Receivables from 132,029 72,071 - Service intercourse Purclg® 661 Service intercourse - - 323,661 323,661
Ltd. Ltd. related partie thousan (NoteD) (NoteD)
7 |Netstar Technology Co.|LANSONIC (BVI) Receivables from 3,607 - - Short-term financin -|Financing need - 27,33 54,672
Ltd. related parties (Note E) (Note F)
Notes:  A. The exchange rate was EUR1.00=NT$46.24BR00= NT$4.81.
B. The maximum amount of financing to individuaboiter-party and the maximum amount of financirag ttan be provided by the financier are 15% and 80ffte parent company’s issue capital stock, retbysy.
C. For more efficient use of capital among sulasids in Mainland China, the maximum amount offfitiag that can be provided by the financier is RMEB®0 thousand and ACN handle the overall planoimthe capital by Citibank account.
D. The amount of the service intercourse betweetstsr and its subsidiary.
E. 20% of the net asset value of Netstar Techryoxy, Ltd.

F. 40% of the net asset value of Netstar Techryolxy, Ltd.
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ADVANTECH CO., LTD. AND INVESTEES

ENDORSEMENT/GUARANTEE PROVIDED
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 2

No Endorsement/Guarantee

Counter-party’s
Endorsement/

Maximum Balance
for the Year

Ending Balance

Property, Plant, and

Counter-party Ratio of
- Accumulated )
Limits on Each Value of Collaterals| Amount of Maximum
Collateral/

Collateral to Net

Guarantee Amountg

Provider Name Nature of Relationship ; -
Guarantee Amounts| Equipment Equny_of th‘? Latest Allowable
Financial
Statements (%)
0 |Advantech Co., Ltd. AKMC Indirect subsidiary $ 767,019 $ 610,080 $ 610,080 $ - 5.29 $ 1,534,038
(the “Company”) (Note A) (US$18,600 (US$ 18,600 (Note B)
thousand ) thousand )
1 SHHQ AKMC Related enterprise 767,019 25,781 25,781 - 0.22 1,534,038
(Note A) (Us$ 786 (Us$ 786 (Note B)
thousand) thousand)

Note: A. 15% of the Company’s issued capital stock.
B. 30% of the Company'’s issued capital stock.

C. The exchange rate was US$1.00=NT$32.8.
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ADVANTECH CO., LTD. AND INVESTEES

MARKETABLE SECURITIES AND LONG-TERM INVESTMENTS

DECEMBER 31, 2008

(In Thousands of New Taiwan Dollars)

TABLE 3

. Relationship December 31, 2008
Compgr;)élz-:gilg;ng the Securities Type and Issuer with the Holding | Financial Statement Account Shares Carrying Value Percentage of Market Value or Note
Company Ownership Net Asset Value
Advantech Co., Lt Stock
(the “Company”) AAC (BVI) Investee Long-term equity investment 32,606,50 $ 1,787,541 100.0¢ $ 1,787,541 Note A
ATC ? K 32,750,00 1,576,78 100.0( 1,576,78 Note A
Advansus Corp. ” " 30,000,00 303,99¢ 50.0( 303,99¢ Note A
Advantech Fund-A ” " 70,000,00 624,71. 100.0¢ 624,71: Note A
Axiomtek ? K 21,353,34 349,91! 27.9¢ 349,91! Note A
AEU ” K 9,572,02. 420,18« 100.0( 420,18: Note A
ASG ” K 1,450,00! 71,40« 100.0( 71,40« Note A
AAU ” " 500,20« 68,75¢ 100.0( 68,75t Note A
AJP ” " 1,20C 137,51t 100.0( 137,51t Note A
AYS ” K 12,300,00 90,70 100.0¢ 90,703 Note A
AMY ” " 2,000,00! 40,18:¢ 100.0¢ 40,18: Note A
AHG ” " 30 16,36¢ 30.0( 16,36¢ Note A
AIMS ” K 500,00( 5,811 100.0( 5,811 Note A
AHK " Other liability - others 999,99¢ (4,23¢) 100.0¢ (4,23¢) Notes A and |
ASUSTek Computer Inc. - Available for sale finaici 45,698,33 1,681,69! 1.0¢€ 1,681,69 Note C
assets - noncurrent
AKR ” K 778,03: 49,91¢ 10.6% 49,91¢ Note A
Advantech Fund-A Stock
Timson Tech Co. (TTC) Investee Long-term equitseistments 270,00( 7,831 30.0¢ 7,831 NoteE
Netstar Technology Co., Ltd. " " 16,897,51 168,79. 67.5¢ 168,79. Note A
BCM Embedded Computer Inc. " " 3,000,00¢ 15,28¢ 100.0¢ 15,28t¢ Note A
Broadwin Technology, Inc. " " 6,652,211 109,62! 70.2¢ 109,62! Note A
Avalue Technology Inc. - Financial assets caraedost - 3,165,001 88,631 8.71 88,63’ -
noncurrent
Superior Technology Co., Ltd. - " 1,095,911 33,44 13.22 33,44: -
COBAN Research and Technologies, Inc. - " 600,00( 33,251 7.0C 33,257 -
Chunghwa Telecom Co., Ltd. - Available for safeficial 246,84( 13,20¢ - 13,20¢ Note C
assets - current
TTC Shares
Kunshan Timson Tech Co., Ltd. Investee Long-tequity investments - 25,94( 100.0C 25,94( NoteE
ATC Stock
ATC (HK) ” K 35,650,00 1,272,82: 100.0¢ 1,272,82: Note A
ATC (HK) Share
AKMC ! i - 1,273,01: 100.0( 1,273,01 Note A
(Continued)
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. Relationship December 31, 2008
Compgr;)éul-:ict)ilglsng the Securities Type and Issuer with the Holding | Financial Statement Account Shares Carrving Value Percentage of Market Value or Note
Company rying Ownership Net Asset Value
AYS Shares
ADMC Investee Long-term equity investment - $ 72,48: 100.0¢ $ 72,48: Note A
AAC (BVI) Stock
AC ? K 10,952,60 981,95: 100.0( 981,95: Note A
AAC (HK) ? K 7,230,001 805,15 100.0( 805,15 Note A
AAC (HK) Shares
ACN " K - 419,11 100.0( 419,11° Note A
SHHQ " K - 91,301 100.0( 91,30" Note A
AINS - 266,13: 100.0( 266,13 Note A
AXA - 27,48t 100.0( 27,48t Note E
ACN Shares
Hangzhou Advantofine Automation Co., Ltd. " " - 4,29¢ 50.0( 4,29¢ NoteE
AEU Stock
AESC ” K 8,314,28! 135,70: 100.0( 135,70: Note A
ADL " " 1,142,001 17,93¢ 100.0¢ 17,93: Note A
APL ” " 6,35( 28,22( 92.8¢ 28,22( Note A
ASG Stock
ATH ” K 30,00( 6,69¢ 30.0( 6,69¢ Note A
APN ” " 570,57( 5,527 55.0( 5,521 Note A
AKL ” " 418,00( 3,64 55.0( 3,64:% Note A
Netstar Technology Ct  |Stock
Ltd. LANSONIC (BVI) Investee Other liability - bers 3,527,52! (36,42¢) 94.8: (36,42¢) Notes A and C
Jan Hsiang Electronics Co., Ltd. " Long-term eguitvestments 1,520,001 13,78: 76.0( 13,78: Note A
Lantech Communications Inc. " Other liabilitythers 1,159,501 - 77.3( - Note A
Broadwin Technology, Stock
Inc. Broadwin Technology Inc. Investee Longxiexquity investments 1,916,47! 19,31t 100.0( 19,31¢ Note A
LANSONIC (BVI) Shares
Netstar Electronics Corporation " Other liabilitpthers - HK$(27,67¢) 100.0¢ HK$(27,67¢) Notes A and |

Note A:

Note B:

Note C:

Note D:

Note E:

The net asset values were based on auititcial statements.

Market value was based on the closingeprit December 31, 2008.

The net asset values were based on utedfiiancial statements.

The credit balance on investment carryialge is shown as part of other liabilities.

Market values were based on the net astats of the-open-end mutual funds on the balaheet date.
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TABLE 4

ADVANTECH CO., LTD. AND INVESTEES

MARKETABLE SECURITIES ACQUIRED AND DISPOSED OF AT C OSTS OR PRICES OF AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars)

Nature of Beginning Balance Acquisition Disposal Ending Balance
Company Holding the Securities Securities Type anlame/Issuer Financial Statement Account Counter-party| Relationship Shares Amount Shares Amount Shares Amount Carryinyalue Gal[r;is(lagzsa) on Shares Amount
Advantech Co., Ltd. (the “Compan' Func
Capital Income Fur Available for sale financial asse- curren - - 16,373,844.400 $ 247,67. | 53235,749.38 $ 812,29 | 69,609,593.78] $ 1,061,78 $ 1,059,96 $ 1,821 - $ -
Fulr-Hwa Yuli Bond Fun " - - - - | 24,677,988.30| 315,11« | 24,677,998.30| 315,39! 315,11 281 - -
Fuk-Hwa Bond Fun " - - - - | 78,538,324.70| 1,070,93 | 78,538,324.70) 1,073,39 1,070,93 2,46¢ - -
James Bond Fui " - - - - | 81,210,754.30| 1,279,46 | 81,210,754.30 1,282,35 1,279,46' 2,88t - -
Prudential Bond Fur " - - 22,055,731.70 280,60: | 74,842,073.80| 959,87. | 96,897,805.50| 1,244,35 1,240,47 3,88( - -
Mega Diamond Bond Ful " - - 16,743,993.45 195,746 | 15,979,604.45 187,88( | 32,723,597.90 384,26( 383,62t 634 - -
NITC Taiwan Bond Fur " - - 8,357,665.30 119,62¢ | 85,793,264.30 1,236,15 | 94,150,929.60 1,358,07 1,355,78 2,29: - -
ING Taiwan Bond Fur " - - - - | 21,122,365.90) 326,70C | 21,122,365.90| 327,27t 326,70( 57¢ - -
ING Taiwan Income Fur " - - 7,903,346.71 127,12( | 57,549,984.01] 932,13 | 65,453,330.72] 1,061,26 1,059,25 2,01 - -
Stock
Advantech Fun-A Long-term equityinvestment - Subsidiary 50,000,000.00| 414,08! | 20,000,000.00 200,00( - - - - 70,000,000 624,71:
(Note A)
ATC » - ” 13,450,000.00) 981,85¢ | 19,300,000.00 617,03 - - - - | 32,750,000 1576,78
(Note A)
Advansus Cor| " - Investe: 50,000,000.00| 476,79¢ - - | 20,000,000.00| 200,00( 200,00( - 30,000,000 303,99¢
(Note B) (Note B)
AAC (BVI) " - Subsidiary 24,606,500.00) 1,423,85 | 8,000,000.00 257,04( - - - - 32,606,500 1,787,541
(Note A)
Advansus Cor| Func
Capital Income Fur Available for sale financial asse- curren - - 24,940,897.50| 377,24. | 42,154,827.60)| 641,78 | 67,095,725.10| 1,021,44 1,019,02 2,41¢ - -
NITC Taiwan Bond Fur " - - 1,217,909.60 17,43¢ | 29,853,768.40| 430,68 | 31,071,678.00 448,98t 448,12( 86€ - -
Advantech Fun-A Stock
Capital Income Fur Available for sale financial asse- curren - - 7,320,151.50 110,44¢ 831,896.20 12,70¢ 8,152,047.70) 123,64C 123,15¢ 482 - -
NITC Taiwan Bond Fur ” - - - - | 17,955,912.70 258,40( | 17,955,912.70 259,55: 258,40( 1,151 - -

Note A: Issuance of common stock for cash to itees

Note B: Proceeds of the investees’ return of ehpitcash.
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TABLE 5

ADVANTECH CO., LTD. AND INVESTEES

ACQUISITION OF INDIVIDUAL REAL ESTATE AT COSTS OF A T LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITA L
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars, Unless Speddil Otherwise)

. Transaction . Nature of Prior Transaction made by Related Counter-party . Purpose of
Company Name Type of Property Transaction Date Amount Payment Term Counter-party Relationship Owner Relationship Transfer Date Amount Price Reference| Acquisition Other Terms
Shanghai Advantech Office building 2008.11 $ 201,268aid in full by Shanghai Shibei Industrial None - - - $ -|Quotations on theFor business use| None
Intelligent Services Co, (RMB  41,843| contract Park Invest Promotion market locally
Ltd. thousand)| requirements Center

Note: The exchange rate was RMB1.00=NT$4.81.
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ADVANTECH CO., LTD. AND INVESTEES

TOTAL PURCHASE FROM OR SALE TO RELATED PARTIES AMOU NTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID

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

-IN CAPITAL

TABLE 6

Transaction Details Abnormal Transaction Pa ’\;%tlzsé ?ggger}f/sable
Company Name Related Party Nature of Relationship yaok Note
Purchase/ % to o Ending % to
Amount Payment Terms Unit Price Payment Terms
Sale Total Balance Total
Advantech Co., Ltd. AC Indirect subsidiary Sale $(2,960,19:) (24)|Set for 45 days a month $ - $ 231,87 12
AESC Indirect subsidiary Sale (1,845,951) (15)|Set for 45 days a month E - 491,10° 24
ACN Indirect subsidiary Sale (2,634,03)) (22)|Set for 45 days a month - - 458,56: 23
AINS Indirect subsidiary Sale (137,154) (1)|Set for 45 days a month E - - -
ASG Subsidiary Sale (109,99¢) (1)|Set for 45 days a month E - 18,86+ 1
AKR The Company is the AKR’s Sale (280,34¢) (2)|Set for 45 days a month g - 87,74¢ 4
director
AJP Subsidiary Sale (262,208) (2)|Set for 45 days a month - - 31,29( 2
AAU Subsidiary Sale (160,16°) (1)|Set for 45 days a month - - 28,78¢ 1
ATC Subsidiary Purchase 3,695,261 42 |Set for 60 days a month E - (554,72:) (56)
Advansus Cor) Investe: Purchas 632,14 8 |Set for 30 days a mor - - (50,99¢) (5)
AYS Subsidiary Purchase 528,18 6 [Set for 90 days a month E - (73,887) (7)
ATC Advantech Co., Ltd. Parent company Sale (3,695,261) | (10C)|Set for 60 days a month g - 554,72: 96
Advansus Corp. Advantech Co., Ltd. Parent company ale S (632,14) (33)|Set for 30 days a month g - 50,99¢ 29
AC Advantech Co., Ltd. Ultimate parent company Pase 2,960,19: 81 [Set for 45 days a month E - (231,87:) (89)
AESC Advantech Co., Ltd. Ultimate parent company rcRase 1,845,95! 71 |Set for 45 days a month E - (491,107 (81)
ACN Advantech Co., Ltd. Ultimate parent company dhase 2,634,03: 81 |Set for 45 days a month E - (458,56¢) (81)
AINS Advantech Co., Ltd. Ultimate parent company rdhase 137,15¢ 10C |Set for 45 days a month E - - -
ASG Advantech Co., Ltd. Parent company Purchase 109,99: 69 |Set for 45 days a month g - (18,86¢) 1)
AKR Advantech Co., Ltd. The Company is the AKR's Purchase 280,34t 1 |Set for 45 days a month E - (87,74¢) 9)
director
AJP Advantech Co., Ltd. Parent company Purchase 262,40t 87 [Set for 45 days a month E - (31,290) 97)
AAU )Advantech Co., Ltd. Parent company Purchage 160,16 49 |Set for 45 days a month E - (28,78¢) (43)
AYS Advantech Co., Ltd. Parent company Sale (528,18:) (99)|Set for 45 days a month g - 73,88" 10C
SHHC ACN Related enterpri Purchas 505,90t 97 |Set for 30 days a mor - - - -
(Continued)
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Transaction Details Abnormal Transaction Notes/ ACCO“U‘S
. . Payable or Receivable
Company Name Related Party Nature of Relationship - Note
Purchase/ % to S Ending % to
Amount Payment Terms Unit Price Payment Terms
Sale Total Balance Total
AYS ADMC Subsidiary Purchase |$ 467,87: 10C |Set for 30 days after a month $ - $ (50,247) (92)
AKMC Advansus Corp. Related enterprise Purchase  945,20: 32 |Set for 30 days after a month - (49,087) (12)
ACN SHHQ Related enterprise Sale (505,90¢) (13)|Set for 30 days a month — - - -
ADMC AYS Parent company Sale (467,87:) (10C)|Set for 30 days after a month - 50,24; 90
Advansus Corp. AKMC Related enterprise Sale (945,201 (49)|Set for 30 days after a montt} - 49,08 28
Netstar Technology CaNetstar Electronics Subsidiary Purchase 323,66: 99 [Set for 30 days a month E - - -
Ltd. Corporation
(Concluded)
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TABLE 7

ADVANTECH CO., LTD. AND INVESTEES

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

Overdue Amounts Received
. . . Turnover Rate . Allowance for Bad
Company Name Related Party Nature of Relationship Bding Balance (Times) Amount Action Taken in S;gfigguent Debts
Advantech Co., Ltd. AESC Indirect subsidiary $ 491,10° 3.21 $ - - $ 266,02: $ -
ACN Indirect subsidiary 458,56+ 5.9t - - 75¢ -
AC Indirect subsidiary 231,87: 7.94 - - 228,70! -
ATC Advantech Co., Ltd. Parent company 554,72: 5.84 - - 21 -

-41 -




ADVANTECH CO., LTD. AND INVESTEES

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

TABLE 8

Investment Amount Balance as of December 31, 2008 Net Income | Investment
Investor Company Investee Company Location Main Busesses and Products December 31| December 31 Shares Percentage o| Carrying (Loss) of the | Gain (Loss) Note
2008 2007 Ownership Value Investee (Note B)
Advantech Co., Ltd. AAC (BVI) BVI Investment holdjrcompany $ 1,078,993 | $ 821,894 32,606,500 100.00 1,78754 | $ 214,13 |$ 214,13 |Subsidiary
ATC BVI Sale of industrial automation products 1,044,81 427,781 32,750,000  100.00 1,576,78 385,12 385,12" |Subsidiary
Advansus Cor| Taipei, Taiwal Production and sale of industrial automation pres 300,00( 500,00( 30,000,00 50.0( 303,99¢ 45,79 27,23t |Equity-method investe
AEU Helmond, the letherlands Investment holding compan 426,93( 392,21¢ 9,572,02: 100.0( 420,18: (1,76¢) (1,76¢)|Subsidiar
Advantech Fund-A Taipei, Taiwan General investment 700,00( 500,000{ 70,000,000f 100.00 624,71 7,59¢ 7,59¢ |Subsidiary
Axiomtek Taipei, Taiwal Production and sale of industrial automation prasit 269,22. 270,61: 21,353,34 27.9¢ 349,91t 198,44! 66,55 |Equity-method investe
AKR Seoul, Korea Sale of industrial automationdarcts 32,98¢ 32,989 778,032 10.63 49,91¢ (272,764) (81,63()|Included in
available-for-sale
financial assets -
noncurrent
ASG Techplace, Singapore Sale of industrial autmmaroducts 27,13¢ 27,134 1,450,000 100.00 71,40¢ 2,07C 2,07C |Subsidiary
AAU Sydney, Australia Sale of industrial automatjaroducts 40,60( 40,600 500,204 100.00 68,75¢ 5,41¢ 5,41¢ |Subsidiary
AJP Tokyo, Japan Sale of industrial automatiordpets 15,47 15,472 1,200 100.00 137,51¢ 6,95¢ 6,95¢ |Subsidiary
AYS Cayman Islands Sale of industrial automaticdpcts 51,66: 51,662| 12,300,000 100.00 90,70t 76,65: 76,65: [Subsidiary
AMY Kuala Lumpur, Malaysia Sale of industrial aotation products 35,14( 35,140 2,000,000  100.00 40,18¢ (361) (361)|Subsidiary
AHG Budapest, Hungary Sale of industrial autonrapeoducts 5,21t 5,215 30 30.00 16,36¢ 1,91 574 |Equity-method investee
AIMS Taipei, Taiwal Investment and managemservice 5,00¢ 5,00( 500,00( 100.0( 5,811 17z 172 |Subsidiar
AHK Mongkok, Hong Kong Sale of industrial autoneatiproducts 4,39: 4,393 999,999 100.00 (4,23¢) 4,69( 4,69( |Subsidiary (Note A)
Advantech Fud-A Netstar Technology Co., L Taipe Production and sale of industrial automation pres 212,27. 212,27. 16,897,51 67.5¢ 168,79. 10,931 7,392 |Indirect subsidiar
TTC Brunei Investment holding company 8,32t 8,323 270,000 30.00 7,831 - - |Equity-method investege
BCM Embedded Computer Inc. Taipei Telecommunicetiequipment and electronic parts 30,50¢ 10,000 2,000,000 100.00 15,28¢ (16,42¢) (12,93%)|Indirect subsidiary
manufacturin
Broadwin Technology, Inc Taipei, Taiwal Assembly and production of comput 99,78! - 6,652,211 70.2¢ 109,62! 13,54¢ 9,51¢ |Indirect subsidiar
ATC ATC (HK) Hong Kong Investment holding company 1,211,47 - 35,650,000  100.00 1,272,82: (21,429) (21,42:)|Indirect subsidiary
(Note C
AKMC Kunshan, China Production and sale of compimef industrial - 409,393 - 100.00 - (9,52¢) 10,39( |Indirect subsidiary
automation products (Note C)
ATC (HK) AKMC Kunshan, China Production and salecofmponents of industrial 1211,47( - - 100.00 1,273,01 (9,52¢) (19,91¢)|Indirect subsidiary
automation products (Note C)
AYS ADMC Guangzhou, China Production and sale @fgonents of industrial 51,66: 51,662 - 100.00 72,48: 14,58¢ 14,58! |Indirect subsidiary
automation products
Timson Tech Co. (TTC |Kunshan Timson Tech Co., Lt Kunshan, Chin Processes and sale of periphet 30,22; 30,22: - 30.0( 25,94( - - |Equity-method investe
AAC (BVI) AC Sunnyvale, USA Sale and fabricationinflustrial automation products 504,17¢ 504,179| 10,952,606/  100.00 981,95. 61,78¢ 61,78¢ |Indirect subsidiary
AAC (HK) Hong Kong Investment holding company 539,14¢ - 12,230,000  100.00 805,15 (7,57%) (7,57%)|Indirect subsidiary
(Note D)
ACN Beijing, China Sale of industrial automatiogucts - 185,356 - 100.00 - 171,74 161,06¢ |Indirect subsidiary
(Note D;
SHHQ Shanghai, China Sale of industrial automapi@aducts - 96,750 - 100.00 - (20,916) (6,47%)|Indirect subsidiary
(Note D)
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Investment Amount Balance as of December 31, 20 Net Income | Investment
Investor Company Investee Company Location Main Busesses and Products December 31) December 31 Shares Percentage of Carrying (Loss) of the | Gain (Loss) Note
2008 2007 Ownership Value Investee (Note B)
AAC (HK) ACN Beijing, China Sale of industrial autation products $ 18535¢|$ - - 100.00 $ 41911 |$ 171,741 |$ 10,67¢ |Indirect subsidiary
(Note D;
SHHQ Shanghai, China Sale of industrial automapi@uucts 96,75( - - 100.00 91,307 (20,91¢) (14,44%)|Indirect subsidiary
(Note D)
AINS Shanghai, Chir Sale of industrial automation prodc 257,04( - - 100.0¢ 266,13: 3,36¢ 3,36¢ |Indirect subsidiary
AXA Xi'an, China Development and production of sedire products 32,960 - - 100.00 27,48t (5,10¢) (5,10¢)|Indirect subsidiary
ACN Hangzhou Advantofine Automation|Hangzhou, China Processes and sale of peripherals 6,66( 6,660 - 50.00 4,29¢ (4,73¢) (2,367) |[Equity-method investee
Co., Ltd
AEU AESC Eindhoven, the Netherlands Sale of indaistutomation products 90,45( 90,450 8,314,280  100.00 135,70: 10,60: 10,60: |Indirect subsidiary
ADL Munich, Germany Sale of industrial automatimoducts 46,02¢ 46,028 1,142,000,  100.00 17,932 (13,909) (13,90¢)|Indirect subsidiary
APL Warsaw, Poland Sale of industrial automaticodpcts 10,28¢ 10,285 6,350 92.89 28,22( 74C 74C (Indirect subsidiary
ASG APN Penang, Malaysia Sale of industrial autéonaproducts 8,181 8,181 570,570 55.00 5,621 (78) (43)|Indirect subsidiary
ATH Thailand Production of computers 2,49t 2,495 30,000 30.00 6,69¢ 4,80¢ 1,441 |Indirect subsidiary
AKL Kuala Lumpur, Malaysia Sale of industrial aotation products 7,264 7,264 418,000 55.00 3,64: - - |Indirect subsidiary
Netstar Technology Co. |Jan Hsiang Electronics Co., L Taipe Electronic parts and componemanufacturin 11,50( 14,95( 1,520,001 76.0C 13,78: 3,12¢ 2,37¢ |Indirect subsidiar
Ltd. Supercom Technology Corporation  Taipei Tetemunication equipment and electronic parts - 16,250 - - - (5,94¢) (1,980) |[Equity-method investee
manufacturing
Lantech Communications Inc Taipe Retail sale of electronic materi 11,59¢ 11,598 1,159,501 77.3( - - - |Indirect subsidiar
LANSONIC (BVI) Akara Building 24 DeCastro Street,General investment 101,18¢ 101,188 3,527,529 94.83 (36,42¢) 30,10¢ 30,10¢ |Indirect subsidiary
Wickhams Cay I, Road fown (Note A)
Tortola, British Virgin Island
LANSONIC (BVI) Netstar Electronics Corporation  |Guangzhou, China Network and UPS product manufadtusiness HK$ 2,93t | HK$ 2,935 - 100.00 HK$ (27,67¢)| HK$ 10,13¢ | HK$ 7,191 |Indirect subsidiary
(Dongguan) (Note A)
Broadwin Technology, |Broadwin Technology Inc. San Ramon, USA Sale ofavebss software 22,49: 22,491 1,916,475 100.00 19,31¢ (341) (341)|Indirect subsidiary
Inc.

Note A:

Note B:

Note C:

Note D:

The carrying value is shown as part of otfabilities.

AKMC was restructured and became a subgioigATC (HK) in June 2008.

ACN and SHHQ were restructured and becarsidiaries of AAC (HK) in June 2008.

The financial statements used as basisdieulating of investment gain (loss) had all beedited except those mentioned in Note E of Table 3
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ADVANTECH CO., LTD. AND INVESTEES

INVESTMENTS IN MAINLAND CHINA
YEAR ENDED DECEMBER 31, 2008
(In Thousands of New Taiwan Dollars, Unless State@therwise)

TABLE 9

Investment Flows

Accumulated

Accumulated

Investment Accumulated Outflow of % Carryin Inward
| f Outflow of P Ownership of| Investment | rying f . f
Investee Company Name Main Businesses and Produdts TOt? Amoun_t 0 Type €g. Investment from Inve;tment M birect or Gain (Loss) Value as o Rem}ttance 0
Paid-in Capital Direct or Taiwan as of Outflow Inflow Taiwan as of Indirect (Note A) December 31, Earnings as of
Indirect) Jan. 1. 2008 December 31, Investment 2008 December 31,
o 2008 2008

Advantech Technology (China)  |Production and sale of US$29,650 thousangdndirect $ 393,600| $ 436,240 $ 829,840 100% $ (9524) $1,273,018 | $ -
Company Ltd. (AKMC) components of industrial (US$ 12,000 (US$13,300 (US$ 25,300

automation products thousand) thousand) thousand)

Yan Hua Xing Ye Electroni Sale of indutrial automatior US$3,000 thousar |Indirec 98,40( - 98,40( 100% (20,91¢) 91,30 -
(SHHQ) products (Uss 3,000 (Uss 3,000

thousand) thousand)

Beijing Yan Hua Xing Ye Electroni¢Sale of industrial automation  |US$4,230 thousand| Indirect 174,890 - 174,890 100% 171,743 419,117 368,508
Science & Technology Co., Ltd. | products (US$ 5,332 (Us$ 5,332 (US$11,235
(ACN) thousand) thousand) thousand)

Advantech Electronic Technology |Production and sale of industria]US$1,400 thousand| Indirect (Note ¢ - - (Note C) 100% 14,583 72,483 F
(Dongguan) Co., Ltd. automation products

Shanghai Advantech Intelligent  |Production and sale of industrialuS$8,000 thousand| Indirect 262,400 262,400 100% 3,366 266,133 4
Services Co., Ltd. automation products (Uss$ 8,000 (Uss 8,000

thousand) thousand)
Xi'an Advantech Software Ltd. Development and pretthn of  |US$1,000 thousand| Indirect (Note D) - - 100% (5,109 27,485 -
software products
Accumulated Investment in Investment Amounts Authorized
Mainland China as of by Investment Commission, Upper Limit on Investment
December 31, 2008 MOEA
$1,372,090 $2,378,000 $6,980,162
(US$41,832 thousand) (Note E) (US$72,500 thousand) (Note G)
(Continued)
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Note A: The financial statements used as basisdlmulating investment gain (loss) were all audftedncial statements, except those for Xi'an Adeah Software Ltd.

Note B:  The significant events, prices, paymennteand unrealized gains or losses generated andradtween Advantech Co., Ltd. and its investaeddliainland China are described in Note 17 to tharftial statements and Tables 1, 2, 6
and 7.

Note C:  Which remittance by Advantech Technology, Ctl.
Note D:  Which remittance by Advantech AutomatiomCdqH.K.) Limited.

Note E:  Included the outflow on investment in YanaHGuang Zhou Bao Shui Qu) Co., Ltd. (AGZ) of USS2housand. This company had liquidated alreaffgr the capitals of the original investment ilaw back, the Company will
submit this incident to MOEA for approving and témating this case under the regulation.

Note F:  The exchange rate was US$1.00=NT$32.8.
Note F:  The upper limit on investment was base8@¥b of the consolidated net asset value of Advan@e, Ltd. (the “Company”). However, if the Compgacan get the approval of the Industrial Developniureau under the Ministry of

Economic Affairs to establish operating headquarieiChina, there will be no limit on the amourdttimay be invested in Mainland China.
(Concluded)
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