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INDEPENDENT AUDITORS’ REVIEW REPORT
The Board of Directors and Stockholders

Fortune Electric Co., Ltd.

We have reviewed the accompanying balance sheets of Fortune Electric Co., Ltd. (the “Company”) as of March 31, 2009 and 2008, and the related statements of income and cash flows for the three months then ended.  These financial statements are the responsibility of the Company’s management.  Our responsibility is to issue a report on these financial statements based on our reviews.

Except the third paragraph, we conducted our review in accordance with Statements of Auditing Standards No. 36 “Review of Financial Statements” in the Republic of China.  A review of interim financial statements consists primarily of applying analytical procedures to financial data and making inquiries of company personnel responsible for financial and accounting matters.  It is substantially less in scope than an audit in accordance with auditing standards generally accepted in the Republic of China, the objective of which is the expression of an opinion regarding the financial statements taken as a whole.  Accordingly, we do not express such an opinion.

The carrying values of the investments accounted for using equity method as of  March 31, 2009 and 2008 amounted to NT$131,781 thousand and NT$156,430 thousand, respectively, and the related equity in gain (loss) for the three months then ended March 31, 2009 and 2008 amounted to NT$5,277 thousand and NT$(258) thousand, respectively, were based on the investees’ unreviewed financial statements for the same reporting periods as those of the Company.

Based on our review, except for the effects of such adjustments, if any, as might have been disclosed had we reviewed the financial statements of the investee companies and related information as explained in the preceding paragraph, we are not aware of any material modifications that should be made to the financial statements referred to in the first paragraph for them to be in conformity with Guidelines Governing the Preparation of Financial Reports by Securities Issuers, requirements of Business Accounting Law and Guidelines Governing Business Accounting relevant to financial accounting standards, and generally accepted accounting principles in the Republic of China.
On January 1, 2009, the Company adopted the newly revised SFAS No. 10 “Accounting for Inventories”.  On January 1, 2008, the Company adopted the ARDF issued Interpretation 2007-052 that requires companies to recognize as compensation expenses bonuses paid to employees, directors and supervisors beginning January 1, 2008.  These bonuses were previously recorded as appropriations from earnings.  
April 22, 2009

Notice to Readers

The accompanying financial statements are intended only to present the financial position, results of operations and cash flows in accordance with accounting principles and practices generally accepted in the Republic of China and not those of any other jurisdictions.  The standards, procedures and practices to review such financial statements are those generally accepted and applied in the Republic of China.

For the convenience of readers, the accountants’ reviews report and the accompanying financial statements have been translated into English from the original Chinese version prepared and used in the Republic of China.  If there is any conflict between the English version and the original Chinese version or any difference in the interpretation of the two versions, the Chinese-language accountants’ review report and financial statements shall prevail.

FORTUNE ELECTRIC CO., LTD.
BALANCE SHEETS

MARCH 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars, Except Par Value)
(Reviewed, Not Audited)

	
	
	2009
	
	2008
	
	
	
	2009
	
	2008

	ASSETS
	
	Amount
	
	%
	
	Amount
	
	%
	
	LIABILITIES AND STOCKHOLDERS’ EQUITY
	
	Amount
	
	%
	
	Amount
	
	%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	CURRENT ASSETS
	
	
	
	
	
	
	
	
	
	CURRENT LIABILITIES
	
	
	
	
	
	
	
	

	Cash
	
	

$
49,163
	
	


1
	
	

$
42,776
	
	


1
	
	Short-term debts
	
	

$
97,540
	
	


1
	
	

$
555,694
	
	


8

	Financial asset at fair value through profit or loss - current
	
	


5,527
	
	


-
	
	


18,835
	
	


-
	
	Short-term negotiable instruments payable
	
	


-
	
	


-
	
	


465,492
	
	


7

	Hedge derivative financial assets - current
	
	


1,590
	
	


-
	
	


7,724
	
	


-
	
	Accounts payable
	
	


701,329
	
	


11
	
	


804,239
	
	


12

	Notes receivable
	
	


60,037
	
	


1
	
	


31,288
	
	


-
	
	Income tax payable
	
	


114,311
	
	


2
	
	


168,606
	
	


3

	Accounts receivable, net of allowance of $28,613 in 2009 and 
	
	
	
	
	
	
	
	
	
	Accrued expenses
	
	


260,542
	
	


4
	
	


128,457
	
	


2

	　$30,214 in 2008
	
	


1,450,179
	
	


24
	
	


1,896,135
	
	


29
	
	Construction payable
	
	


342,311
	
	


6
	
	


394,182
	
	


6

	Other financial assets - current
	
	


11,796
	
	


-
	
	


33,625
	
	


1
	
	Customers’ advances
	
	


786,700
	
	


13
	
	


549,896
	
	


8

	Inventories, net
	
	


1,939,551
	
	


32
	
	


2,194,831
	
	


33
	
	Construction advances, net of construction in progress
	
	


107,368
	
	


2
	
	


45,018
	
	


1

	Construction in process, net of advances
	
	


599,669
	
	


10
	
	


389,119
	
	


6
	
	Current portion of long-term debts
	
	


37,500
	
	


1
	
	


110,000
	
	


2

	Prepayments
	
	


160,194
	
	


3
	
	


127,860
	
	


2
	
	Other
	
	


8,326
	
	


-
	
	


24,206
	
	


-

	Deferred income tax assets - current
	
	


5,567
	
	


-
	
	


16,739
	
	


-
	
	
	
	



	
	



	
	



	
	




	Other
	
	


63,160
	
	


1
	
	


46,446
	
	


1
	
	Total current liabilities
	
	


2,455,927
	
	


40
	
	


3,245,790
	
	


49

	
	
	



	
	



	
	



	
	



	
	
	
	



	
	



	
	



	
	




	Total current assets
	
	


4,346,433
	
	


72
	
	


4,805,378
	
	


73
	
	LONG-TERM DEBTS
	
	


266,667
	
	


4
	
	


174,167
	
	


3

	
	
	



	
	



	
	



	
	



	
	
	
	



	
	



	
	



	
	




	LONG-TERM INVESTMENTS
	
	
	
	
	
	
	
	
	
	RESERVE FOR LAND VALUE INCREMENT TAX
	
	


34,528
	
	


1
	
	


34,528
	
	


-

	Investments accounted for using equity method
	
	


131,781
	
	


2
	
	


156,430
	
	


3
	
	
	
	



	
	



	
	



	
	




	Financial asset at fair value through profit or loss - noncurrent
	
	


2,336
	
	


-
	
	


-
	
	


-
	
	OTHER LIABILITIES
	
	
	
	
	
	
	
	

	Hedge derivative financial assets - noncurrent
	
	


-
	
	


-
	
	


2,479
	
	


-
	
	Accrued pension liability
	
	


107,964
	
	


2
	
	


114,206
	
	


2

	Financial assets carried at cost - noncurrent
	
	


70,000
	
	


1
	
	


70,800
	
	


1
	
	Other
	
	


5,134
	
	


-
	
	


1,267
	
	


-

	
	
	



	
	



	
	



	
	



	
	
	
	



	
	



	
	



	
	




	Total long-term investment
	
	


204,117
	
	


3
	
	


229,709
	
	


4
	
	Total other liabilities
	
	


113,098
	
	


2
	
	


115,473
	
	


2

	
	
	



	
	



	
	



	
	



	
	
	
	



	
	



	
	



	
	




	PROPERTIES
	
	
	
	
	
	
	
	
	
	    Total liabilities
	
	


2,870,220
	
	


47
	
	


3,569,958
	
	


54

	Cost
	
	
	
	
	
	
	
	
	
	
	
	



	
	



	
	



	
	




	Land
	
	


573,113
	
	


10
	
	


573,113
	
	


9
	
	STOCKHOLDERS’ EQUITY
	
	
	
	
	
	
	
	

	Buildings and equipment
	
	


600,267
	
	


10
	
	


600,267
	
	


9
	
	Capital stock - $10 par value
	
	
	
	
	
	
	
	

	Machinery and equipment
	
	


915,758
	
	


15
	
	


873,745
	
	


13
	
	Authorized - 275,000 thousand shares in 2009 and 2008
	
	



	
	



	
	



	
	




	Other equipment
	
	


74,300
	
	


1
	
	


73,212
	
	


1
	
	Issued - 216,197 thousand and 205,902 thousand shares in 2009 and 
	
	
	
	
	
	
	
	

	Total cost
	
	


2,163,438
	
	


36
	
	


2,120,337
	
	


32
	
	　2008
	
	


2,161,975
	
	


36
	
	


2,059,024
	
	


31

	Appreciation
	
	


130,748
	
	


2
	
	


130,748
	
	


2
	
	Capital surplus
	
	
	
	
	
	
	
	

	    Total cost and appreciation
	
	


2,294,186
	
	


38
	
	


2,251,085
	
	


34
	
	Paid-in capital in excess of par value
	
	


3,525
	
	


-
	
	


3,525
	
	


-

	Accumulated depreciation
	
	


881,941
	
	


15
	
	


813,958
	
	


12
	
	Treasury stock
	
	


23,613
	
	


-
	
	


23,613
	
	


1

	
	
	


1,412,245
	
	


23
	
	


1,437,127
	
	


22
	
	Total capital surplus
	
	


27,138
	
	


-
	
	


27,138
	
	


1

	Prepayment for equipment
	
	


32,331
	
	


1
	
	


3,322
	
	


-
	
	Retained earnings
	
	
	
	
	
	
	
	

	
	
	



	
	



	
	



	
	



	
	Legal reserve
	
	


101,770
	
	


2
	
	


35,788
	
	


1

	Net properties
	
	


1,444,576
	
	


24
	
	


1,440,449
	
	


22
	
	Unappropriated earnings
	
	


870,875
	
	


14
	
	


853,925
	
	


13

	
	
	



	
	



	
	



	
	



	
	Total retained earnings
	
	


972,645
	
	


16
	
	


889,713
	
	


14

	DEFERRED PENSION COST
	
	


4,150
	
	


-
	
	


6,226
	
	


-
	
	Others
	
	
	
	
	
	
	
	

	
	
	



	
	



	
	



	
	



	
	Cumulative translation adjustments
	
	


10,302
	
	


-
	
	


(3,941
)
	
	


-

	OTHER ASSETS
	
	
	
	
	
	
	
	
	
	Net loss not recognized as pension cost
	
	


(42,718
)
	
	


-
	
	


(59,823
)
	
	


(1
)

	Deferred income tax assets - noncurrent
	
	


31,471
	
	


-
	
	


41,728
	
	


1
	
	Unrealized gains on financial instruments
	
	


4,716
	
	


-
	
	


12,671
	
	


-

	Other
	
	


39,557
	
	


1
	
	


37,276
	
	


-
	
	Unrealized land value increment
	
	


66,026
	
	


1
	
	


66,026
	
	


1

	
	
	



	
	



	
	



	
	



	
	Total others
	
	


38,326
	
	


1
	
	


14,933
	
	


-

	Total other assets
	
	


71,028
	
	


1
	
	


79,004
	
	


1
	
	
	
	



	
	



	
	



	
	




	
	
	



	
	



	
	



	
	



	
	Total stockholders’ equity
	
	


3,200,084
	
	


53
	
	


2,990,808
	
	


46

	
	
	
	
	
	
	
	
	
	
	
	
	



	
	



	
	



	
	




	TOTAL
	
	

$
6,070,304
	
	


100
	
	

$
6,560,766
	
	


100
	
	TOTAL
	
	

$
6,070,304
	
	


100
	
	

$
6,560,766
	
	


100


(With Deloitte & Touche review report dated April 22, 2009)
FORTUNE ELECTRIC CO., LTD.

STATEMENTS OF INCOME

THREE MONTHS ENDED MARCH 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars, Except Net Income Per Share)
(Reviewed, Not Audited)
	
	
	2009
	
	2008

	
	
	Amount
	
	%
	
	Amount
	
	%

	
	
	
	
	
	
	
	
	

	OPERATING REVENUE
	
	
	
	
	
	
	
	

	Sales
	
	

$
1,654,227
	
	


91
	
	

$
1,357,944
	
	


86

	Sales returns and allowances
	
	


605
	
	


-
	
	


-
	
	


-

	Net sales
	
	


1,653,622
	
	


91
	
	


1,357,944
	
	


86

	Construction revenues
	
	


156,019
	
	


9
	
	


230,059
	
	


14

	
	
	



	
	



	
	



	
	




	Net operating revenues
	
	


1,809,641
	
	


100
	
	


1,588,003
	
	


100

	
	
	



	
	



	
	



	
	




	OPERATING COST
	
	
	
	
	
	
	
	

	Cost of sales
	
	


1,139,310
	
	


63
	
	


1,019,152
	
	


64

	Cost of construction
	
	


209,993
	
	


11
	
	


186,188
	
	


12

	
	
	



	
	



	
	



	
	




	Total operating costs
	
	


1,349,303
	
	


74
	
	


1,205,340
	
	


76

	
	
	



	
	



	
	



	
	




	GROSS PROFIT
	
	


460,338
	
	


26
	
	


382,663
	
	


24

	
	
	



	
	



	
	



	
	




	OPERATING EXPENSES
	
	
	
	
	
	
	
	

	Selling
	
	


252,139
	
	


14
	
	


95,455
	
	


6

	General and administrative
	
	


24,184
	
	


1
	
	


33,507
	
	


2

	Research and development
	
	


13,551
	
	


1
	
	


11,033
	
	


1

	
	
	



	
	



	
	



	
	




	Total operating expenses
	
	


289,874
	
	


16
	
	


139,995
	
	


9

	
	
	



	
	



	
	



	
	




	OPERATING INCOME
	
	


170,464
	
	


10
	
	


242,668
	
	


15

	
	
	



	
	



	
	



	
	




	NON-OPERATING INCOME AND GAINS
	
	
	
	
	
	
	
	

	Interest income
	
	


286
	
	


-
	
	


699
	
	


-

	Investment gain recognized under equity method
	
	


5,277
	
	


-
	
	


-
	
	


-

	Rental
	
	


456
	
	


-
	
	


475
	
	


-

	Valuation gain on financial assets
	
	


10,126
	
	


1
	
	


34,569
	
	


2

	Other
	
	


3,932
	
	


-
	
	


4,088
	
	


1

	
	
	



	
	



	
	



	
	




	Total non-operating income and gains
	
	


20,077
	
	


1
	
	


39,831
	
	


3

	
	
	



	
	



	
	



	
	




	NON-OPERATING EXPENSES AND LOSSES
	
	
	
	
	
	
	
	

	Interest
	
	


9,163
	
	


1
	
	


11,815
	
	


1

	Investment loss recognized under the equity method
	
	


-
	
	


-
	
	


258
	
	


-

	Foreign-currency exchange loss, net
	
	


4,635
	
	


-
	
	


18,343
	
	


1

	Other
	
	


83
	
	


-
	
	


481
	
	


-

	
	
	



	
	



	
	



	
	




	Total non-operating expenses and losses
	
	


13,881
	
	


1
	
	


30,897
	
	


2

	
	
	



	
	



	
	



	
	





(Continued)
FORTUNE ELECTRIC CO., LTD.

STATEMENTS OF INCOME

THREE MONTHS ENDED MARCH 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars, Except Net Income Per Share)
(Reviewed, Not Audited)
	
	
	2009
	
	2008

	
	
	Amount
	
	%
	
	Amount
	
	%

	
	
	
	
	
	
	
	
	

	INCOME BEFORE INCOME TAX
	
	

$
176,660
	
	


10
	
	

$
251,602
	
	


16

	
	
	



	
	



	
	



	
	




	INCOME TAX EXPENSE
	
	


36,081
	
	


2
	
	


58,103
	
	


4

	
	
	



	
	



	
	



	
	




	NET INCOME
	
	

$
140,579
	
	


8
	
	

$
193,499
	
	


12


	
	
	2009
	
	2008

	
	
	Before Income Tax
	
	After Income Tax
	
	Before Income Tax
	
	After Income Tax

	
	
	
	
	
	
	
	
	

	EARNINGS PER SHARE
	
	
	
	
	
	
	
	

	Basic
	
	

$
0.82
	
	

$
0.65
	
	

$
1.16
	
	

$
0.90

	Diluted
	
	

$
0.81
	
	

$
0.64
	
	

$
1.16
	
	

$
0.89


(With Deloitte & Touche review report dated April 22, 2009)
(Concluded)

FORTUNE ELECTRIC CO., LTD.

STATEMENTS OF CASH FLOWS
THREE MONTHS ENDED MARCH 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)
	
	
	2009
	
	2008

	
	
	
	
	

	CASH FLOWS FROM OPERATING ACTIVITIES
	
	
	
	

	Net income
	
	

$
140,579
	
	

$
193,499

	Depreciation and amortization
	
	


22,831
	
	


24,152

	Valuation gain on financial assets
	
	


(7,863
)
	
	


(18,835
)

	Reversal for bad debt
	
	


(13,071
)
	
	


(1,134
)

	Loss on inventory obsolescence
	
	


-
	
	


242

	Reversal (provision) for inventory valuation
	
	


1,071
	
	


(242
)

	Investment (gain) loss recognized under the equity method
	
	


(5,277
)
	
	


258

	Net loss on sale of properties
	
	


27
	
	


16

	Provision for pension liabilities
	
	


2,525
	
	


3,557

	Deferred income tax
	
	


3,325
	
	


5,922

	Changes in operating assets and liabilities
	
	
	
	

	Hedge derivative financial assets - current
	
	


-
	
	


4,032

	Notes receivable
	
	


(54,053
)
	
	


94,916

	Accounts receivable
	
	


712,551
	
	


(157,765
)

	Other financial assets - current
	
	


3,588
	
	


392

	Inventories
	
	


111,711
	
	


(138,431
)

	Construction in process
	
	


(44,692
)
	
	


(53,316
)

	Prepayments
	
	


(22,319
)
	
	


(28,149
)

	Other current assets
	
	


10,169
	
	


(20,285
)

	Notes payable
	
	


(1,212
)
	
	


-

	Accounts payable
	
	


(142,433
)
	
	


154,215

	Income tax payable
	
	


16,244
	
	


52,125

	Accrued expenses
	
	


(48,247
)
	
	


(94,644
)

	Construction payable
	
	


(14,840
)
	
	


34,775

	Customers’ advances
	
	


87,102
	
	


(61,663
)

	Construction advances
	
	


164,843
	
	


(176,743
)

	Other current liabilities
	
	


109
	
	


4,297

	
	
	



	
	




	Net cash provided by (used in) operating activities
	
	


922,668
	
	


(178,809
)

	
	
	



	
	




	CASH FLOWS FROM INVESTING ACTIVITIES
	
	
	
	

	Increase in long-term investments accounted for using equity method
	
	


-
	
	


(46,855
)

	Decrease in financial asset at fair value through profit or loss - current
	
	


7,680
	
	


3,122

	Acquisition of properties
	
	


(2,180
)
	
	


(13,416
)

	Proceeds from sale of properties
	
	


-
	
	


86

	Increase in other assets
	
	


(5,155
)
	
	


(5,542
)

	
	
	



	
	




	Net cash provided by (used in) investing activities
	
	


345
	
	


(62,605
)

	
	
	



	
	





(Continued)
FORTUNE ELECTRIC CO., LTD.

STATEMENTS OF CASH FLOWS
THREE MONTHS ENDED MARCH 31, 2009 AND 2008
(In Thousands of New Taiwan Dollars)
(Reviewed, Not Audited)
	
	
	2009
	
	2008

	
	
	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	
	
	

	Decrease in short-term debts
	
	

$
(721,676
)
	
	

$
(179,374
)

	(Decrease) increase in short-term negotiable instruments payable
	
	


(99,958
)
	
	


465,492

	Decrease in long-term debts
	
	


(92,499
)
	
	


(42,500
)

	Decrease in other liabilities
	
	


(2,204
)
	
	


-

	
	
	



	
	




	Net cash (used in) provided by financing activities
	
	


(916,337
)
	
	


243,618

	
	
	



	
	




	NET INCREASE IN CASH
	
	


6,676
	
	


2,204

	
	
	



	
	




	CASH, BEGINNING OF PERIOD
	
	


42,487
	
	


40,572

	
	
	



	
	




	CASH, END OF PERIOD
	
	

$
49,163
	
	

$
42,776

	
	
	



	
	




	SUPPLEMENTARY INFORMATION
	
	
	
	

	Interest paid
	
	

$
18,018
	
	

$
12,539

	Income tax paid
	
	

$
16,512
	
	

$
56

	
	
	



	
	




	NON-CASH INVESTING AND FINANCING ACTIVITIES
	
	
	
	

	Transfer inventories to properties
	
	

$
6,523
	
	

$
-

	Current portion of long-term debts
	
	

$
37,500
	
	

$
110,000


(With Deloitte & Touche review report dated April 22, 2009)
(Concluded)

