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Spokesman & Deputy Spokesman

Spokesman : Teresa Huang

Title Director

TEL: (03)577-0316

Email : klasergroup@klasergroup.com

Deputy Spokesman: Lisa Hsu

Title : Manager
TEL: (03)577-0316
Email : klasergroup@klasergroup.com

Headquarter Factory

Address : No. 1 Li-Hsin VI Rd., Science-Based Industrial Park,
Hsin-Chu, Taiwan, R.O.C.

TEL : (03)577-0316

Securities Dealing Institute
Capital Securities Corp.

Address : B2 97 Tunhwa South Road,Sec.2, Taipei,
Taiwan,R.0.C.

Website Address . www.capital com tw

TEL : (02)2702-3999

Auditor ; Deloitte & Touche

Address :12" FI., 156 Min Sheng E. Road Sec.3, Taipei,
Taiwan, R.O.C.

Website Address . www.deloitte. com.tw

TEL : (02)2545-9988

Exchangeable Bond Exchange Marketplace
Marketable Security : None

Company Website Address : www klasergroup.com
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NEITIRE - 7,662
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FREZRAZHLFTEZ ( 93875) ( 91,715)
Yo R E 2T 2 7R £ %Al 5,273 4,230
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fa AR F AENE ( 460) ( 238)
fa B FAEE - ( 1,826)
ERF TR AE - ( 32140)
FEFARGYLAE ( 10) ( 29)
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¥EFTAE g
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el & 95 2 PR AX 635 10,456
s T R % A R 2 17,180 6,889
% S ( 14,275) 10,454
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HuWFA - ( 26)
ST ERB I E 2 )G 328 -
B B A 3,876 (  17,868)
T i HE 2,509 3,496
T B 2 — BE 14 4 225 381
T T A 1,478 ( 2,246)
D e 5,848 ( 19,296)
RS T 859 387
#His g (__ 14,946) (__ 16,287)
YR ER 2 ER AN 71,517 32,677
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Letter to Shareholders

To our shareholders:

Despite the steep rally of the New Taiwan dollar in 2010, the K Laser Group’s consolidated annual sales
in 2010 still grew 14% from 2009 to reach 3.343 billion NT dollars. The gross profit margin was 24% and the
54 million NT dollars net profit was 42% lower than 2009. EPS (after tax) was 0.37 NT dollars.

In 2010 we had smooth sailing in sales but were completely taken aback by the incessant raw material
price hikes happened throughout the year. The series of joint ventures that we completed in 2009 began to
gain tractions and pushed our sales in China to grow more than 17% in 2010. The US market showed strong
demand for cold foil products after its economy slowly recovered. Other areas such as Thailand, the Middle
East, and Mexico also showed healthy growth. However, the PET price began to rally in April 2010, and it was
more than doubled by the end of the year. The fact that PET is the main material of our products and that we
had to absorb those cost increases by ourselves had seriously dampened our profit margin, and that is why
our net profits fell while our total sales jumped.

Looking into 2011, our main tasks will be inter-Group integration and local expansions. We will integrate
the production and marketing resources in the Group to promote our foil products globally, and endeavor to
improve the production process to obtain better efficiency and profits. In the meantime, we will continue to do
strategic alliances with Chinese enterprises to keep the momentum for growth and strengthen our leadership
in the middle- and high-level holographic packaging market in China, and duplicate those successful
experiences in India, Korea, and Mexico. In light of the rise of Indian consumer market, to further develop
India’s security packaging market will be another major undertaking for us in the coming years. Our Mexican
subsidiary post strong sales growth and significantly reduced loss last year. We believe that this subsidiary
has a lot of room to grow since the local market has got a lot of potentials. Based on the reasons mentioned
above, we will endeavor to improve the production capability and capacity of those overseas plants to exploit
the local markets. In addition, while our research and development for optical fiims and cutting edge
technologies continues, we have seen some of the projects come to fruition. With the new technologies we
are able to help not only our overseas plants improve their product quality and profits but also us to get a foot
in the door of the high margin market.

Here, we would like to express our gratitude to our shareholders for your supports and our employees
for their great efforts. We will keep the great spirit of teamwork and continue to lead K Laser successfully in
the future.

Sincerely, Sincerely, Sincerely,
/= v )//QLT i
Alex Kuo Daniel Kuo Chien-Fong Huang
Chairman CEO Director



Corporate Overview
Corporate Profile
Date of Incorporation: April 29,1988

Major Milestones

1988 April, established at Hsin-Chu SBIP to manufacture Holographic security labels.
1989 Develop the recombination technology and the application of products to enlarge market share.
1990 Introduced 15 cm wide holographic film materials.

1991 Developed the 30 cm embossing machine, put the holographic PVC film and the hologram
Self-Adhesive sticker on the market.

1992 (1) Introduced 60 cm and 80 cm wide holographic materials.
(2) Established In-House Mastering Capability.

1993 (1

1994 (1

1995 (1

US Subsidiary - AMAGIC Holographics, Inc. established. (2) Invested Univacco Technology, Inc.
China Subsidiary - Shanghai Amagic Laser Material Co., Ltd. established.

Launch the holographic box and the transparent hologram security film.

(2) Invested Hon Jann Aluminum Paper Products MFG. Ltd.

(3) Received Award for SBIP Innovation Project. (4) Introduced Color-Laser OPPmaterials.
(5) Dubai & Thailand Subsidiaries established.
1997 (1) Received Outstanding OE Manufacturer Award.
(2) Established Subsidiary - Dong Guan Yat Mei Laser Printing Co.,Ltd.
1998 (1) Introduced 100 cm wide holographic materials. (2) ISO 9001 certified.
(3) Received Best OE Product Award for Phase-shift Fizeau Interferometer
1999 Public listed on OTC of Taiwan Stock Market.
2000 Received Small and Medium Enterprise Award, Ministry of Economic Affair, ROC.
2001 (1) HQs grand opening. (2) Public listed on SFC of Taiwan Stock Market.
(3) Received National Award of Small and Medium Enterprises. (4) Established US RD center.
(5) China Subsidiaries — Wuxi K Laser and K Laser Dong Guan established.
(6) MEMS Subsidiary — Ligh Tuning Technology Inc. established.
(7) Electronics Subsidiary — Everest Display Inc. established.
2002 (1) Issued ECB. (2) K Laser Technology (Korea) Co., Ltd. Established.
2003 (1

)
)
)
)
)
1996 (1) Matched the requirement of Public Company. (2) Opto- Electronics Business Unit Established.
)
)
)
)
)

)
) K Laser Technology Japan Co., Ltd established.
(2) K Laser Technology Europe B.V. established.
2004 (1) Invested Optivision Technology Inc. (2) Issued Private Fund.
(3) Redeem all the outstanding ECB.
2005 (1) In July, K Laser China Group Co., Ltd. cash fund raised USD$7.5 million.
(2) Syndicated loan NTD$720 million.
)

2006 (1) In June, issued 6,500(thousand shares) Private Fund invested by OAK Capital Corporation NT$

NTD$12.03 million.

(2) For business strategy, issued Private Fund invested by Amcor Fibre Packaging-Asia Pte Ltd.
NTD$11.20 million in July.



2007 (1) In Nov, issued 50 Million 1st Unsecured Corporate Bonds.
(2) Private Fund 23,950(thousand shares) issued in 2004, went pubic in Jan.2008.

2008 (1) K Laser Technology (Korea) Co., Ltd. set up manufacture site to increase its local competitiveness.
(2) K Laser Technology (Thailand) Co., Ltd. purchased land and built new factory locally.

2009 (1)

1) In 2006 supplemented the public issuance of the private placement of securities. Issued 13,089

(thousand shares) privately placed shares and the shares with the stock dividends distribution that
were listing in August and November, 2009, respectively.

(2) In October K Laser China Group applied for the consulting of the backflow listing in Taiwan.

(3) In October, acquired ownership of 450,000 the private placement of common shares of Optivision
Technology Inc.

(4) In December, paid off 1st Unsecured Corporate Bond.

2010 (1) In March, issued 15,000 (thousand shares) Private Placement of Securities subscribed by CHIMEI
Corporation at a price of NTD$ 277.5 million.

(2) Issued all of its stocks and bonds in dematerialized form

(3) Restructured K Laser China Group Co., Ltd. (KLCN). Now the Company holds 100% shares of
KLCN and KLCN holds 67% shares of K Laser China Group Holding Co., Limited.



Corporate Governance

1. Organization System

1.1 Organization Chart

Shareholders

Board of Directors

Supervisors

Auditing Office
Chairman / Group CEO
Chairman Office
Public Relationship Team
CEO Office CEO
VP
Markefing &Sales Division R&D Division Mfg. Division Finance& Admin. Division
1.2 Functional Major Departments
Major Departments Functions

Chairman Office

* Business Development.

* Public Relationship.

CEO Office

» Company management

* Subsidiaries management

Auditing Office

* Internal auditing evaluation and suggestion.

Finance & Admin. Division

* Financial planning, accounting and stock affairs.

* Subsidiaries supporting.

* Human resource, training and general affairs.

* IT development and ERP implementation.

Mfg. Division

* Manufacturing.

R&D Division

* R&D.

Marketing &Sales Division

* Marketing, sales and exporting
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Maijor Institutional Shareholders

Maijor Institutional Shareholders Major Shareholder of the Corporate Shareholding (%) Date
Shareholder
CDIB Venture Capital Corporation |China Development Industrial Bank . 100 2011.03.31
Mega International Commercial Bank . . .
Mega Financial Holding Co., Ltd. 100 2010.12.31
(Note 1)
%%:ﬂ:f%’if}’ﬁ LN A 15.52
PAZFCEHRNEA 8.41
MBEAH 22 &¢ 4.04
ORI 3.31
Chi Mei Corporation [ L 1.93
Note 2 2011.03.18
(Note 2) e ar 1.69
ZORFRGG AP 1.61
EREF AP 1.53
F-F 1.52
LERTEHF R AP 1.43
Note 1: Resigned on January 20, 2011.
Note 2: Be-elected on June 18, 2010.
Major Shareholders of the Corporate Shareholders
Maijor Shareholder of the Corporate Major Shareholder Shareholding (%)
Shareholder
China Development Industrial Bank | China Development Financial Holding Corporation 100
Ministry Of Finance. R.O.C. 9.98
Property Trust Account of Bank of Taiwan 9.89
National Development Fund, Executive Yuan 6.11
Silchester International Investors
3.23
International Value Equity Trust
Chunghwa Post Co.,Ltd. 273
Mega Financial Holding Co.,Ltd. unghwa ost ~0.,
Bank of Taiwan 2.51
Silchester International Investors 165
International Value Equity Group Trust
Pou Chen Corporation 1.43
Prime Asia Leather Corporation 0.98
BITR RAEATE D SR L Ak g R 0.94




PEAREFTF AP 18.62
Chi Mei Corporation 12.77
#BHHF AP 7.67
WHRFTF AP 3.94
I TR AP 3.92
FHERFRGF AP
FRALETF AP 3.10
ZRHFTREF AP 3.06
ﬁl‘luﬁﬁ'ﬁ LN AN 300
HEPFF AP 2.86
Chi Mei Storage Co., Ltd. 2.33
PRz EF RS €A Mitsubshi Chemical Holdings Corporation 100
PABEARE VL4 ¢ Chi Mei Corporation ~ ¥ < §¢ 100
EHa» ¥ 5 H Zhongming Finance Limited 99.97
#RFE 2P
MEEL 0.03
S P B A 40.99
FEEFTURFF AP 40.71
ZERFOR)aF
F R 12.30
31 F3E 6.00
#/haR ¥ § #F Zhongming Finance Limited 99.99
FRRTF AT
Mz 0.01
F RN 31.12
FEAFE 13.82
FE R 13.10
* 7 7.96
FERFTHRPF AP 7.34
LRERF ()2 —
FRATRIGF AP 4.86
Fou L FIRT AN P 4.86
FHEFTREF AP 417
F*E 413
iR 3.95
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Directors’ and Supervisors’ Professional Knowledge and Independence Information

Professional qualification requirements,
together with at least five years work

Independence Status (Note 1)

. Holds a
Qualification - e?<per|ence - concurrent post
An instructor or |A judge, public [Have work of
higherin a prosecutor, experience in independence
department of |attorney, the area of director of other
commerce, law, |certified public [commerce, public release
finance, accountant, or |law, finance, company.
accounting, or |other or accounting,
other academic |professional or [or otherwise
department technical necessary for
related to the  |specialist who |the business
Name business needs |has passed a |of the M| @ | G| @ |G |® (7] @] ©]C(C10)
of the company |national company.
ina publicor  |examination
private junior  |and been
college, awarded a
college, or certificate in a
university profession
necessary for
the business of
the company
Alex Kuo v v v v v v —
Daniel Kuo v VvV Vv B
Cheng San
9:>ang v viviviviviviv|iv|iv]v -
Huang
Ted Yao v v v v v v v v v v v -
CDIB Venture
Capital v v v | v v i v | v |V v -
Corporation
Mega International
Commercial Bank v v v | v v I v | Vv |V v -
(Note 2)
Chi Mei
Corporation v v v v v v v v v -
(Note 3)
Wei-Chung Hung v v v v v v v v v -
Chia-Jen Cheu
v v v v v v v v v v -
(Note 4)
Jack Lin (Note 5) v v v | v v v | v v v -

Note 1:

(1) Not an employee of the company, or any affiliates.

(2) Not a director, supervisor of the company, or any of its affiliates. (The person is an independent director of the company, its parent
company, or any subsidiary in which the company holds, directly or indirectly, more than 50 percent of the voting shares)

(3) Not a natural-person shareholder who holds shares, together with those held by the person's spouse, minor children, or held by

-10-




the person under others' names, in an aggregate amount of one percent or more of the total number of issued shares of the
company or ranking in the top 10 in holdings

(4) Not a spouse, relative within the second degree of kinship, or lineal relative within the fifth degree of kinship, of any of the persons
in the preceding three subparagraphs.

(5) Not a director, supervisor, or employee of a corporate shareholder that directly holds five percent or more of the total number of
issued shares of the company or that holds shares ranking in the top five in holdings.

(6) Not a director, supervisor, officer, or shareholder holding five percent or more of the shares, of a specified company or institution
that has a financial or business relationship with the company.

(7) A professional individual who, or an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company,
or institution that, provides commercial, legal, financial, accounting services or consultation to the company or to any affiliate of
the company, or a spouse thereof.

(8) Not a spouse nor within 2 degrees of consanguinity relative to any directors.

(9) Not any of the circumstances in the subparagraphs of Article 30 of the Company Act.

(10)Not elected in the capacity of the government, a juristic person, or a representative thereof, as provided in Article 27 of the
Company Act.

Note 2: Resigned on January 20, 2011.
Note 3: By-Elected on June 18, 2010.
Note 4: By-Elected on June 19, 2009.
Note 5: By-Elected on June 18, 2010.

-11-
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Major Officers’ Bonus from Earning
2011/04/19 / Unit : NT$ Thousands

Title Name Stock Cash Total Total Amount as a %
Bonus Bonus Amount | of 2010 Net Income
CEO Alex Kuo
G.M. Daniel Kuo
Vice President Pen Ch
(Director M&S Division) | ' o ~'and
Maijor
— 941 941 1.74

Officers| Director, Mfg. Division Andy Wen

Director, R&D Division Jeff Hsu

Director, F&A Division | Teresa Huang

Manager, Auditing Office| Elvis Meng

Note: The proposed employee bonus scheme is based on the actual ratio of the 2010 profit distribution, which
was approved by the Board, and furthermore, it was approved in 2011 annual general meeting.

Proportion Analysis of net profit distributed to the directors, supervisors, general
managers, and deputy managers in the Company and all the consolidated financial
reports in the most recent 2 years. Remuneration paid policy, remuneration standards
and structure, procedure for setting remuneration and the correlation between

remuneration and operation performance are described here as below.
Unit : NT$ Thousands

2009 2010
Companies in the Companies in the
The company consolidated The company consolidated
Title financial statements financial statements
Percent of
Remunerations | Remunerations Item B Iltem B ltem B
. ltem A ltem A ltem A
(Item A) over net profit (%) (%) (%) (%)
(Item B)
Director 9,081 9.81 14,044 11.15 8,304 15.39 9,510 10.28
General Manager and
Deputy General 7,893 8.53 12,856 10.21 8,302 15.39 | 12,445 13.45
Manager

Note: (1) Remunerations for directors and supervisors are structured based on the Memorandum and Articles of the
Company, participation level in operation, contributions level, and refer to the industry level in Taiwan.
(2) Salaries for general managers and deputy managers are structured based on the salary policy approved by all
the board members and the review of employee performance for that year.
(3) Remunerations in 2009 have been paid. Part of earning distribution in 2010 will be planned for remunerations.

3. Corporate Governance

3.1 The Board Current Status Information
The Board was convened 9 times of meeting in 2010, the attendance status as follows :
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Actual
Title Name Actual atten(?ance Agency atten.dance attendance Remarks
number of times number of times (%)
Chairman  |Alex Kuo 100
Director Daniel Kuo 100
. CDIB Venture Capital
Director Corporation 8 0 89
: Mega International
Director Commercial Bank 9 0 100
Elected on June
. R . 18, 2010 and
Director Chi Mei Corporation 4 0 100 should be present
at 4 times
Independent
Director Cheng-Seng Huang 8 0 89
Independent
Director Ted Yao 9 0 100

Other necessary supplements

(1) The matters listed in Securities and Exchange Act Article14-3, when an independent director has a dissenting
opinion or qualified opinion, it shall be noted in the minutes of the directors meeting: None.

- The motions in conflict of interest:

(2) If there is Directors’ avoidance of motions in conflict of interest, the Directors’ names, contents of motions, causes
for avoidance and voting should be specified:

- Pursuant to Procedural Rules of Board Meeting of the Company, a Director may not participate in the discussion
or vote in respect to any matter, in which such Director bears a personal interest which may conflict with and
impair the interest of the Company; provided, however, that such Director may express his or her opinion and
respond to inquires. Such Director shall excuse him of herself during discussion and voting and may not exercise
voting rights on behalf of other Directors.

BOD Date

The 15" of 8 term of BOD, 2010.8.26

Director Name

Alex Kuo

1. The Execution of Business and Operation Agreement between the Company and the
subsidiary, K Laser China Group Holding Co., Limited.

2. The Related Party Transaction Policy and Transfer Pricing and Its Related Pricing
Policy.

Meeting Agenda o ) ) o
3. Approved the By-laws of the subsidiary, K Laser China Group Holding Co., Limited.
4. Patent Licensing and Trademark Licensing Between Subsidiary Companies, K Laser
Technology (DONG GUAN) Co., Ltd and WUXI K Laser Technologies Co., Ltd, and the
Company.
Reasorll for As stakeholder
Execution

Discussion &

Executed himself during discussion and voting

Voting Condition

(3) Target to strengthen the functions of board for year and recent years (For example, establish an audit committee to
enhance transparency of information, etc.) and assessment of implementation :
2008 General Shareholders’ Meeting selected seven directors of the eighth board, included 2 independent
directors and elected one more supervisor in 2010 annual general meeting held on June 18, 2010, to

advance the function of supervision the operating of company and to achieve healthy corporate governance.

3.2 The Operation of the Audit Committee Work within the Board of Directors of the

Company :
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Some of our directors and supervisors having accountant and financial background, therefore
our company although has not set up audit committee currently, but still conforms with
corporate governance necessary. In the future, depend on the necessary to decide whether
set up audit committee.

3.3 Supervisors involved in the operation of the Board of Directors :

The Board was convened 9 times of meeting in 2010, the attendance status as follows :

Actual attendance Actual attendance
Title Name Remarks
number of times (%)
Supervisor | Wei - Chung Hung 9 100
Supervisor Chia-Jen Chen 0 0
. . Elected on June 18, 2010 and
Supervisor Jack Lin 3 75
should be present at 4 times

Other necessary supplements
1. The composition and duties of supervisors:

(1) The communication among Supervisors, employees and shareholders:

The supervisors, in addition to attend the BOD meeting to oversee the meeting operation and also fully
understand the structure of shareholders and the functions of departments of company. Contact with the
manger with holding meeting or contact in phone. So has been established the appropriate channels of
communication with employee and shareholders.

(2) The communication among Supervisors, internal auditors and CPA (such as the issue of finance, business and
the methods, results, etc.):
Supervisors, internal auditors and CPA can discuss the issues of financial announce procedures, internal
control system, the suggestions proposed by others and the performance of management. They have been
established the appropriate channels of communication with internal auditors and CPA.

2. Supervisors attendance the BOD Meeting, if declare their opinions, should record the date and the results of BOD
meeting that deal with the opinions : None
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3.4 Corporate Governance Status in Compliance with the Corporate Governance
Guidance Rules for Listed Companies

Items Implementation Status Remark
1. Shareholding Structure & Shareholders’ Rights |1.

(1) Method of handling shareholder suggestions or|(1) Our company has designated the spokesman-the deputy
complaints spokesman and responsible personnel to handle.

(2) The Company’s possession of a list of major|(2) Our company has appointed responsible personnel to
shareholders and a list of ultimate owners of these assist with inquires None
major shareholders

(3) Risk management mechanism and “firewall” between| (3) The obligations and rights between our company and its
the Company and its affiliates affiliated enterprises have been clearly defined. Any

transaction between our company and its affiliated

enterprises complies with related regulations.

2. Composition and Responsibilities of the Board of|2-

Directors (1) Our company has instituted 2 independent directors.

(1) Establishment of independent directors , ) ) . ) None
(2) Regular evaluation of CPAs’ independence (2) Our company’s auditor avoids conflicts of interests.
3. Establishment of Communication Channels with|3. Our company has establishment of an official channel for None
Stakeholders suppliers ~ customers ~ banks and shareholders.
4 Information Disclosure 4.
U !Estab_hshment (.)f a website where information on (1) Our company website at http://www.klasergroup.com is
financial operations and corporate governance is . . h
. constantly updated to provide the latest information.
disclosed.
(2) Other information disclosure channels (e.g., (2) Our company has designated a specific body to disclose None
maintaining an English-language website, appointing information and announce at http://newmops.tse.com.tw

responsible people to handle information collection
and disclosure, appointing spokespersons,
webcasting investors conference)
5.The establishment of functional committees such as the nomination or compensation committees by Company : Our
company currently has not set up audit committee.
6.Please Describe any Differences Corporate Guidance Rule for Listed Companies in Regards to the Company’s Own
Corporate Governance Guidance :

For the status of K Laser’s corporate governance, please refer to “Corporate Governance of this Annual Report.

7.Any Other Information Regarding Corporate Governance
(1) Status of any Educational Programs for Directors and Supervisors
Our company provides information related to professional educational opportunities to all directors and supervisors.

(2) Risk management policies and risk of the implementation of standards
Details of other important risks and response measures.
(3) The protection of consumers or customers of the implementation of the policy

The Company has a staff responsible for handling passenger v. control issues or products.
(4) The Company Purchase Liability Insurance for its Directors and Supervisors

Our company has purchased liability insurance USD 3 million for its directors and supervisors. The insurance period was from Nov
5,2010 to Nov.5 2011.

8.Company Corporate Governance judgment or have authorized professional institute to referee : None.

Remark: Deviations from “Corporate Governance Best-Practice Principles for TWSE/GTSM Listed Companies” and
reasons
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3.5 Social responsibility

ltem Implementation Status Remark

1. Exercising Corporate Governance 1.

(1)The company declares its corporate social (1)Based on company operating ideal and prospect, to fulfill
responsibility policy and examines the results| our social duty , the Board has approved the new by-law,
of the implementation. Corporate Social Responsibility Policy . All of business

(Z)The company establishes exclusively (or operations follow up the by-laws and aggressively fulfill
concurrently) dedicated units to be in charge | €nvironment protection and energy saving.
of proposing and enforcing the corporate (2)Finance and Administration Division of the Company
social responsibility policies. promotes the activities of Corporate Social Responsibility.

(3)The company organizes regular training on It establishes the by-laws about corporate governance,
business ethics and promotion of matters takes part in social welfare activities, and sets up the None
prescribed in the preceding Article for guidelines about environment protection and energy
directors, supervisors and employees, and saving. Besides, it fulfills the relevant energy saving
should incorporate the foregoing into its programs set by the authorities.
employee performance appraisal system to [(3)The Company announces and declares the regulations
establish a clear and effective reward and for employees by education training and company
discipline system. website. It encourages employees to take part in those

activities about social welfare and energy saving and also
set up the employee’s appraisal rules based on
employee’s performance and ethic.

2. Fostering a Sustainable Environment 2.

(1)The company endeavors to utilize all (1)The Company purchases and periodically maintains the
resources more efficiently and uses equipment such as water chiller and cooling tower. It
renewable materials which have a low impact| improves water recycle and reduces carbon
on the environment. consumption.

(2)The company establishes proper (2)Our manufacturing process does not cause the air
environmental management systems based pollution. We have been qualified and certified for water
on the characteristics of their industries. pollution control measure plans and have invested in None

(3)The company establishes dedicated units or equipment to handle the waste water in manufacturing.
assigns dedicated personnel for environment |(3)In compliance with laws, it is unnecessary for the
management to maintain the environment. Company to establish dedicated units or assign

(4)The company monitors the impact of climate dedicated personnel for environment management.
change on its operations and should establish
company strategies for energy conservation
and carbon and greenhouse gas reduction.

3. Preserving Public Welfare 3.

(1)The company complies with relevant labor (1)Pursue to the Labor Standards Law, the Labor Health
laws and regulations, protects the legal rights | Insurance Act, the Employees’ Welfare Funds Act, and
and interests of employees, and has in place the relevant laws, the Company regulates the by-laws
appropriate management methods and about human resources and fulfills them.
procedures. (2)We have fulfilled the scheduled fire safety inspection and

(2)The company provides safe and healthy work | maintained the equipment such as drinking fountains for
environments for its employees, and employee’s health. Employee must take part in labor
organizes training on safety and health for its | insurance and health insurance and pay the insurance
employees on a regular basis. premium according to the relevant laws. Employees have

(3)The company establishes and discloses the benefits such as regular health inspection and on-job
policies on consumer rights and interests and| training, which are compensated by the Company. None

provides a clear and effective procedure for
accepting consumer complaints.

(4)The company cooperates with its suppliers to
jointly foster a stronger sense of corporate
social responsibility.

(5)The company, through commercial activities,
non-cash property endowments, volunteer
service or other free professional services,
participates in community development and
charities events.

Depending on the safe and healthy work environment,
employees are subject to concentrate on work.

(3)For customer protection, the Company set up a channel
and can immediately deal with customer complaints.

(4)The Company keeps good relationship with its suppliers.
Their quality is stable and delivery date is on time. The
Company does not have overdue payment. By building
good interaction, both of us create a win-win business
environment.

(5)The Company encourages its employees to take part in
those unscheduled social services and different kinds of

donation programs to promote the humanitarian spirit.
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ltem Implementation Status Remark
4. Enhancing Information Disclosure 4.
(1)The measures of disclosing relevant and (1)The Company has not published the CSR report yet.
reliable information relating to their corporate | However, the relevant business has been managed and
social responsibility. been promoted.
(2)The company produces corporate social (2)The Company has published the relevant materials None
responsibility reports disclosing the status of about CSR on its website, http://www.klasergroup.com,
their implementation of the corporate social and, in compliance with the Laws, has announced and
responsibility policy. declared them to improve information transparency.

5. If the Company has established corporate social responsibility principles based on “Corporate Social Responsibility Best
Practice Principles for TWSE/GTSM Listed Companies”, please describe any discrepancy between the principles and
their implementation: None

6. Other important information to facilitate better understanding of the Company’s corporate social responsibility practices
(e.g., systems and measures that the company has adopted with respect to environmental protection, community
participation, contribution to society, service to society, social and public interests, consumer rights and interests, human
rights, safety and health, other corporate social responsibilities and activities, and the status of implementation.) : None

7. If the products or corporate social responsibility reports have received assurance from external institutions, they should
state so below: None

Remark: Deviations from “Corporate Social Responsibility Best Practice Principles for TWSE/GTSM Listed Companies”

and reasons.

3.6 The state of the company’s performance in the area of good faith management and
the adoption of related measures.

3.6-1 Status:

Pursuant to the by-law, Ethical Corporate Management Best Practice Principles, the Company
well establishes the mechanism of corporation governance and risk control and its operations
are in compliance with the relevant laws and regulations.

3.6-2 Measure:

B The Company establishes the by-law, Procedures for Verification and Disclosure of
Material Information, and regulates the mechanism of processing and disclosure of
material information. It prevents information from improper disclosure and assures the
consistence and correctness of information disclosure to the public.

B Pursuant to Procedural Rules of Board Meeting of the Company, a Director may not
participate in the discussion or vote in respect to any matter, in which such Director bears
a personal interest which may conflict with and impair the interest of the Company;
provided, however, that such Director may express his or her opinion and respond to
inquires. Such Director shall excuse him or herself during discussion and voting and may
not exercise voting rights on behalf of other Directors.

B The Company establishes Accounting System and Internal Auditing and fulfills them.

3.7 To promote governance status understanding, we disclose the information on our
website of company at: http://www.klaser.com.tw
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3.7 Execution of Internal Control System

3.7.1 Statement of Internal Control

Statement of Internal Control
Date: Mar. 25,2011

Based on the findings of a self-assessment, K Laser Technology Inc states the following with regard to
its internal control system during the period from January 1,2010 to December 31,2010:

1.KLT is fully aware the establishing, operating, and maintaining an internal control system are the
responsibility of its Board of Directors and management. KLT has established such a system aimed at
providing reasonable assurance regarding the achievement of objectives to effectiveness and
efficiency of operations (including profitability, performance, and safeguarding of assets), reliability of
financial reporting, and compliance with applicable laws and regulations.

2.An internal control system has inherent limitations. No matter how perfectly designed, an effective
internal control system can provide only reasonable assurance of accomplishing the three objectives
mentioned above. Moreover, the effectiveness of an internal control system may be subject to
changes of environment or circumstances. Nevertheless, the internal control system of KLT contains
self-monitoring mechanisms, and KLT takes corrective actions whenever a deficiency is identified.

3.KLT evaluates the design and operating effectiveness of its internal control system based on the
criteria provided in the Regulations Governing the Establishment of Internal Control Systems by Public
Companies (here in below, the “Regulations”). The criteria adopted by the Regulations identify five
components of internal control based on the process of management control: (1) control environment,
(2) risk assessment and response, (3) control activities, (4) information and communication, and (5)
monitoring. Each component further contains several items. Please refer to the Regulations for details.

4 KLT has evaluated the design and operating effectiveness of its internal control system according to
the aforesaid criteria.

5.Based on the findings of the evaluation mentioned in the preceding paragraph, KLT believes that,
during the year 2010, its internal control system (including its supervision and management of
subsidiaries), as well as its internal controls to monitor the achievement of its objectives concerning
operational efficiency, reliability of financial reporting, and compliance with applicable laws and
regulations, were effective in design and operation, and reasonably assured the achievement of the
above-stated objectives.

6.The Statement will be an integral part of KLT’s Annual Report for the year 2010 and Prospectus, and
will be made public. Any falsehood, concealment, or other illegality in the content made public will
entail legal liability under Articles 20,32,171, and 174 of the Securities and Exchange Law.

7.This Statement has been passed by the Board of Directors in their meeting held on Mar. 25, 2011, with
zero of the six attending directors expressing dissenting opinions, and the remainder all affirming the
content of this Statement.

K Laser Technology Inc.

” Alex Kuo,
' / . Chairman
Daniel Kuo,
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3.7.2 CPA has been hired to carry out a special audit of the internal control system, furnish the
CPA audit report : None.

3.8 Breach of Corporate Laws, Fines and Current Status : None

3.9 Maijor Decisions of Shareholder Meetings and Board Meetings
3.9.1 Board Meetings

(1) The 14th Meeting of the 8th Term of Board of Directors

Date: July 27, 2010
Approved to set the ex-dividend date and rate of 2009 for distribution of cash dividends

Approved for the transfer of physical stock to non-physical stock issuance of shares of
Company

Approved for the number of new shares and the base date of issuance for employee stock
option certificates

Approved for the appointment of new chief internal auditor
Approved the amount of bank loan

Approved the endorsement and guarantees for the subsidiary, K Laser China Group Co.,
Ltd.

Approved to invest the amount of RMB 10 million in Everest Technology Ltd.

(2) The 15th Meeting of the 8th Term of Board of Directors

Date: August 26, 2010

Approved 2010 semi-annual financial statements and the consolidated financial statements
Approved the convention of 2010 1st Extraordinary General Meeting

Approved the amendments of Procedures for Derivative Product Transactions

Approved the Execution of Business and Operation Agreement between the Company and
the subsidiary, K Laser China Group Holding Co., Limited

Approved the Related Party Transaction Policy and Transfer Pricing and Its Related Pricing
Policy
Approved the By-laws of the subsidiary, K Laser China Group Holding Co., Limited

Approved Patent Licensing and Trademark Licensing Between Subsidiary Companies, K
Laser Technology (DONG GUAN) Co., Ltd and WUXI K Laser Technologies Co., Ltd, and the
Company.

(3) The 16th Meeting of the 8th Term of Board of Directors

Date: October 28, 2010

Approved the number of new shares and the base date of issuance for employee stock
option certificates

Approved 2011 Audit Plan

Approved the endorsement and guarantees for the subsidiary, K Laser China Group Holding
Co., Limited

Approved the amount of bank loan

(4) The 17th Meeting of the 8th Term of Board of Directors

Date: March 25, 2011

Approved 2010 Business Report and Financial Statements

Approved 2010 dividend distribution proposal

Approved 2011 Business Operation and Budget Plan

Approved the amendments of Memorandum and Articles of Company
Approved the re-election proposal of 8th-term supervisors

Approved the candidate list of 9th-term independent directors
Approved the relief of new directors from non-competition restrictions
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Approved the convention of 2011 Annual General Meeting

Approved for the number of new shares and the base date of issuance for employee stock
option certificates

Approved the amount of bank loan

Approved the endorsement and guarantee of bank loan for the indirectly invested subsidiary,
Amagic Holographics, Inc.

Approved 2010 Audit Report and the Disclosure of Statement of Internal Control System

(5) The 18th Meeting of the 8th Term of Board of Directors

Date: 2011.04.22

Approved for discontinuing the execution of the remaining proposals of private placement
which are approved in 2010 annual general meeting

Approved the endorsement and guarantee of bank loan for the subsidiary, K Laser China
Group Holding Co., Limited

Approved for indirectly investing in the subsidiary, K Laser Technology (Dong Guan) Co., Ltd.

Approved the endorsement and guarantee of bank loan for subsidiary, WUXI K Laser
Technologies Co., Ltd.

Approved the credit amount of bank loan

Approved for the auditing of the candidate list of independent directors
Approved for the by-law, Corporate Social Responsibility Policy
Approved for issuing new shares through private placement

Approved for indirectly investing in Hunan YonganPacking Materials Co.,Ltd., amounted to
250 millions NTD, via the subsidiary, K Laser China Group Co., Ltd.

Approved to issue domestic 2nd secured and 3rd unsecured convertible bonds, respectively
Approved the revision of the convention of 2011 Annual General Meeting

(6) The 6th Extraordinary Meeting of the 8th Term of Board of Directors

Date: June 3, 2010

Approved to indirectly increase the investment in the subsidiary, K Laser Technology (Dong
Guan) Co., Ltd.

Approved the amount of bank loan

Approved that WUXI K Laser Technologies Co., Ltd made endorsement and guaranteed
RMB 10 million loan to K Laser Technology (Dong Guan) Co., Ltd.

(7) The 7th Extraordinary Meeting of the 8th Term of Board of Directors

Date: November 30, 2010
Approved for indirect investment in £ # £ H(ixl4)F L2 &

Approved the endorsement and guarantees for the subsidiary, K Laser Technology (DONG
GUAN) Co., Ltd

Approved the amount of bank loan

3.9.2 Shareholder Meetings

(1) The 2010 Annual General Meeting

Date: June 18, 2010

Admitted Operating Report and 2009 Financial Statements

Admitted 2009 Earning Distribution

Approved the amendments of Memorandum and Articles of the Company

Approved the amendments of Procedures of Granting of Loans

Approved the amendments of Procedures of Making of Endorsement and Guarantees
Approved for the subsidiary, K Laser China Group Holding Co., Limited to apply the primary
listing in Taiwan

Approved to issue new shares for private placement
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B By-elected and elected directors and supervisors
B Approved the relief of directors from non-competition restrictions

(2) The 1st Extraordinary General Meeting in 2010
Date: October 18, 2010
B Approved the amendments of Procedures for Derivative Product Transactions

B Approved the Execution of Business and Operation Agreement between the Company and
the subsidiary, K Laser China Group Holding Co., Limited

B Approved the Related Party Transaction Policy and Transfer Pricing and Its Related Pricing
Policy
B Approved the By-laws of the subsidiary, K Laser China Group Holding Co., Limited

B Approved Patent Licensing and Trademark Licensing Between Subsidiary Companies, K
Laser Technology (DONG GUAN) Co., Ltd and WUXI K Laser Technologies Co., Ltd, and the
Company.

3.10 Objections to Resolutions Set by Board Meetings : None

3.11 A summary of resignations and dismissals of persons connected with the
company's financial report (including the chairman of the board of directors,
general manager, principal accounting officer, and chief internal auditor) :

Title Name Date of Duty Date of Resign Reason
Chief Internal Mark Chen 2007/08/24 2010/07/27 Work Adjustment
Auditor
Chief Internal Elvis Meng 2010/07/27 - Work Adjustment
Auditor

4. Information on CPA professional fees

4.1 Information on professional fees

Name of CPA Firm CPA Audit Period Remark
Deloitte & Touche Kenny Hong Ming-Yu Chiu | 2010.01.01~2010.12.31
Item Audit fees Non-audit fees Total
Amount
(In thousands of NTD)
1 <2,000 \Y
2 2,000 < amount <4,000
3 | 4,000 = amount <6,000 \Y \Vi
4 6,000 < amount <8,000
5 8,000 < amount <10,000
6 = 10,000

4.2 Non-audit fees paid to the certified public accountant, to the accounting firm of the
certified public accountant, and to any affiliated enterprise of such accounting firm are
equivalent to one quarter or more: None.
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4.3 Changes the accounting firm and the audit fees paid for the fiscal year in which such
change took place are lower than those for the previous year: None.

4.4 The audit fees paid for the current year are lower than those for the previous fiscal
year by 15 percent or more: None.

5. Information on replacement of certified public accountant: None.

6. Chairman, general manager, or any managerial officer in charge of finance or
accounting matters has in the most recent year held a position at the accounting
firm of its certified public accountant or at an affiliated enterprise of such
accounting firm, the name and position of the person, and the period during which
the position was held, shall be disclosed: None.

-23-



7. Information on Net Changes in Shareholding and Net Changes in Shares Pledged
by Directors, Supervisors, Managers and Shareholders of More Than 10%
Shareholding

7.1Change in Shareholding of Directors, Supervisors, Officers And Major Shareholders

Unit : Shares
2010 Mar. 31, 2011
Title Name Holding Pledged Holding Holding Pledged Holding
Increase Increase Increase Increase
(Decrease) (Decrease) (Decrease) (Decrease)
Chairman Alex Kuo — (1,764,000) — 900,000
Director
) Daniel Kuo (196,000) (135,000) — —
(President)
CDIB Venture Capital _ _ _ _
Director Corporation
Representative: James Yin — — — —
Mega International
Director Commercial Bank (Note1) (120,000) - N N
Representative: Ching-Ming Chen — — — —
Chi Mei Corporation (Note2) 15,000,000 - - -
Director
Representative: Yi-Pan Liang — — — —
Director Cheng-Seng Huang — — — —
Director Ted Yao — — — —
Supervisor Wei-Chung Hung — — — —
Supervisor Chia-Jen Chen — — — —
Supervisor Jack Lin (Note2) — — — —
Vice President
(Director, Marketing |Pen Chang — — — —
& Sales Division)
Director, Mfg. Division|Andy Wen 112,000 — (14,000) -
irector, R&D 1 jeff Hsu 175,000 - - -
Division
Director, F&A Division|Teresa Huang — — — —
Manager, Auditing  |£1is Men _ _ _ _
Office 8
Over 10% S .
Shareholding Chi Mei Corporation 15,000,000 — — —

Note 1 : Resigned on January 20, 2011.
Note 2 : Be-elected on June 18, 2010.

7.2 Status of Transfer of Shareholding to related person or Shareholding Pledge to
related person : None -
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9.Total Percentage of Ownership of Invitees
Unit : Shares/% (Mar.31,2011 - Notel:Apr.24,2011)

Invested Business Directly
or Indirectly Controlled by
Re-invested Business Direct Investment by Director, Supervisor, and Total
the Company Manager Investments
(Long-Term Investment)
1) 2 D)+(2)
Shares % Shares % Shares %
K Laser International Co., Ltd. 22,354,191 | 100% — — 22,354,191 | 100%
K Laser Technology Europe B.V. 366,375 | 100% — - 366,375 | 100%
K Laser China Group Co., Ltd. 12,175,266 | 100% — — 12,175,266 | 100%
ivisi 4,591,898
Opiivision Technology Inc. 8,009,223 | 20% 1% | 12,601,121 | 31%
(Notel)
Hon Jann AL PPR. MFG. Ltd. 9,800 | 49% — — 9,800 | 49%
iWin Technology Co., Ltd. 48,520 | 49% 50,500 | 51% 99,020 | 100%
Vicome Corp. 1,934,625 | 35% - - 1,934,625 | 35%
Everest Display Inc. 10,340,357 | 31% - - 10,340,357 | 31%
Chi Mei Video Technology 2,550,000 | 26% — - 2,550,000 | 26%
Minton Industry Co., Itd. 857,900 1% — — 857,900, 1%
Egis Technology Inc. 895,083 2% — — 895,083 | 2%

-26-




Capital Raising Status

1. Capital and Shares

1.1 Source of Capita

1.1-1 Source of Capita

Apr 19,2011 / Unit : Thousand Shares ; NT$ Thousands (Except Issuance Price)

Authorized Capital Issued Capital Remarks
v -
ear Price . Capital Increase by Other
Month Shares | Amount | Shares | Amount Sources of Capital Assets Other than
(Approval Document Number)
Cash
1988.04 | 10 4,000{ 40,000 1,600 | 16,000 Cash 12,000 (7T7)F55 % 05300%5%
Tech. 4,000
199105 | 10 | 4000 40000 2000 | 20000 [N 3,000 (80) 1% 5 05089%.
Tech. 1,000
7 .
1991.06 | 10 4,000{ 40,000 3,000 | 30,000 Cash 500 (80) 53 % 062575
Tech. 2,500
17
1992.01 | 10 5,000 50,000| 5,000 | 50,000 Cash 500 (80)F1 5 F % 002335
Tech. 2,500
199212 | 10 6,000| 60,000| 6,000 | 60,000 |Cash 10,000 (81)F 55 % 159495,
i 1
199300 | 10 | 8400 s4000| sa00 | 84000 [E3TNY 0.800 (82)F23 5131765
Surplus 13,200
Cash 32,440
199405 | 10 | 14,500 145,000| 14,500 | 145,000 |Earning 27,720 (83)F55 % 070045%
Surplus 840
1995.02 | 10 | 36,000 360,000| 22,000 | 220,000 |Cash 75,000 (84)F 7 F % 026645
1995.06 | 10 | 36,000 360,000| 28,600 | 286,000 |Surplus 66,000 (84)F 7 F % 086835
Earning 14,300 (85)F 7 F % 152965
1996.08 | 10 | 36,000| 360,000 32,890 | 328,900
Surplus 28,600 (85) » M (- ) % 41475%.
Cash 96,476
Earning 16,445 (86)F4x F % 170765
1997.10 | 10 | 60,000 600,000 | 45,900 | 459,000 s .
Bonus 734 (86) - FA7E(- )% 671005
Surplus 16,445
Earning 42,228 N "
1998.08 | 10 | 60,000 600,000 53,200 | 532,000 Bonus 4,150 (87)%;%%02‘3906%“
(87) v P47 (- )% 671145
Surplus 26,622
Earning 26,600 -
(88)f F % 0159675
1999.07 | 1 .
999.0 0 | 60,000{ 600,000 59,500 | 595,000 |Bonus 4,480 (88) : 132 (- ) % 577804
Surplus 31,920
Cash 150,000
Earning 67,235 (89)F % F % 0106505
2000.08 | 10 |120,000| 1,200,000 | 84,700 | 847,000 o -
Bonus 12,750 (89) v M (- )% 529825
Surplus 22,015
Treasury Stocks (90)A 7% 5 %014864%.
2001.05 | 10 |120,000| 1,200,000 | 82,000 | 820,000 |_ . 27,000
Retired (90) 5 M2 (= ) % 1330915
Earning 95,160 (90)A 7 F % 0250365
2001.06 | 10 {120,000 1,200,000 | 93,300 | 933,000
Bonus 17,840 (90) 7 P43 (- ) % 13337150
Treasury Stocks F# F %0910009505%.
2002.05 | 10 |120,000| 1,200,000 | 90,300 | 903,000 |_ . 30,000
' Retired (91) 7 M2 (= )% 11000435
Earning 84,900 "
F# F %09100240435.
2002.08 | 10 | 150,000 1,500,000 | 108,978 | 1,089,780 |Bonus 16,980 - 500101332545
Surplus 84,900
Treasury Stocks F% 5 %09100302115%
2002.12 | 10 | 150,000 | 1,500,000 | 105,378 | 1,053,780 Refired 36,000 b= $0010143639%
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Authorized Capital  |Issued Capital Remarks
Year Price . Capital Increase by Other
Month Shares | Amount | Shares | Amount Sources of Capital Assets Other than
Cash (Approval Document Number)
Treasury Stocks F% 3 ¥0920005000%-
2003.02 | 10 |150,000 | 1,500,000 | 100,280 |1,002,800 Retired 50,980 - S22 5 0020105490%
2003.03 | 10 | 150,000 1,500,000 | 103,770 |1,037,700|ECB Convert 34,899 - A% 3 %0920009366%-
Earning 28,131 .
(92)F1F 3 ¥ 264035,
2003.09 | 10 | 150,000 (1,500,000 | 117,279 |1,172,800 {Bonus 13,200 (92) 2 F28(- ) $133816%
Surplus 93,770
Treasury Stocks (92)M 7 % % 327195
2003.11 10 | 150,000 | 1,500,000 | 112,828 [1,128,290 Retired 44,510 - (92) - H#(= ) # 1220848
i 239,500 "
200441 | 10 | 200,000 | 2,000,000 | 139,446 | 1,394,464 |- "vate Fund . (93)M% 509300339885
ECB Convert 26,674
Treasury Stocks - (95)F 7% # % 0950868651
2006.03 10 | 200,000 | 2,000,000 | 134,446 | 1,344,464 Retired 50,000 (95) & % 3= )5 09501064508
Treasury Stocks 95)F7% % %0950014501%-
2006.06 10 | 200,000 | 2,000,000 | 129,446 | 1,294,464 Retired 50,000 - (95)5?/?_( 509501156405
2006.07 | 10 |200,000 2,000,000 | 135,946 | 1,359,464 |Private Fund 65,000 - (95)F1% 5 % 09500166045
2006.07 | 10 |200,000 2,000,000 | 141,546 | 1,415,464 |Private Fund 56,000 - (95)F1% 5 % 0950019736%
Treasury Stocks (95)F1 7 F % 09500270245
2006.10 | 10 {200,000 | 2,000,000 | 137,179 1,371,794 Retired 43,670 (95) £ 4 3(= ) 09501430085
Treasury Stocks (97)F1% F % 0970004150%
2008.02 | 10 |200,000 | 2,000,000 | 132,180 |1,321,804 Retired 49,990 (07)£ 3 .2 3 %0970002574%,
Employee stock (95)4 ¢ #- % %0940160702%.(97)
2008.03 | 10 {200,000 | 2,000,000 | 132,992 |1,329,924 options execution 8,120 717 % 50970009840%.
Employee stock - (95)4 # % - % %09401607025.(97)
2008.06 10 {200,000 | 2,000,000 | 133,106 |1,331,059 options execution 1,135 M% ¥ 09700185615
. (97)% % %~ 3 %0970032429%.(97)
2008.09 | 10 | 200,000 2,000,000 | 145,188 |1,451,833 |Earning 120,824 - W% 3 509700277995
Employee stock 335
options execution i (95)4 ¢ % - % %09401607025%
2008.10 | 10 {200,000 | 2,000,000 | 142,222 1,422,218 Treasury Stocks (97)T1% 3 ¥ 09700292495
. 30,000
Retired
Treasury Stocks (97)& ¢ %= % %0970057041%.(97)
2008.11 10 {200,000 | 2,000,000 | 139,222 (1,392,218 Retired 30,000 A% % $0970032978%.
Treasury Stocks (97)4 % %= % %0970070940%:(98)
2009.02 | 10 {200,000 | 2,000,000 | 134,222 1,342,218 Retired 50,000 A% % 09800051995,
Treasury Stocks (95)%& # # = F % 09501301905~
2009.08 | 10 {200,000 | 2,000,000 | 133,222 1,332,218 Retired 10,000 (98) 17 5 09800211245
Employee stock i (95) 4 # # - % % 09401607025~
2009.11 10 {200,000 | 2,000,000 | 133,704 [1,337,043 options execution 4,825 (98)17 5 09800328305
Employee stock 1,607 (95) & & # - F % 094016070255
options execution ’ HEE 3
201003 | 10 | 200,000| 2,000,000 | 133,880 |1,338,801 | P> XUl . (Z?i‘r" 2990(?;::02:;81?
CB Convert 151 (96)& F3i- = & -
(99)F1% % % 09900062265
2010.03 | 10 | 200,000 2,000,000 | 148,880 (1,488,801 |Private Fund 150,000 - (99)F1 7 & % 0990007894 %%
201005 | 10 | 200,000] 2,000,000| 149,308| 1,493,084|EMPIOYEESIOCK | 5aq - (99)F1 7 % 5 09900139354
options execution
201008 | 10 | 200,000( 2,000,000| 149,334 1,493,344 |EPl0Yee stock 260 - (99)F1 7 % 5 0990023965%
options execution
201041 | 10 | 200,000] 2,000,000| 149.476| 1494,756|EMPIOYeESIOCK | 1 . (99)F 7 % ¥ 099003433255
options execution
Employee stock o
2011.04 10 | 200,000( 2,000,000 149,686/ 1,496,864 options execution 2,108 - (100)F) 7 F % 10000094 12%%
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Unit : Shares, Apr 19,2011

Authorized Capital
Share Type Issued Shares Remarks
Un-Issued Shares Total
Listed Non-Listed Total (Note)
Common Stocks | 134,753,878 | 15,000,000 | 149,753,878 50,246,122 200,000,000

Note: Including of the 67,500 shares of employee stock option that are excisable and have not applied for the modifications of
registration.

1.1-2 Information of approval has been granted to offer : None.

1.2 Shareholder Structure

Apr 19,2011
Structure Government Financial Other Legal Domestic | F_ort?ign
Volume Agencies Institution Entities Individuals T;gfg}éﬂsls& Total
Number of Shareholders 1 5 32 14,281 36 14,355
Shareholding (Shares) 131 11,356,239 | 16,371,314 | 118,560,784 | 3,465,410 | 149,753,878
Holding Percentage — 7.58% 10.93% 79.17% 2.31% 100.00%
1.3 Distribution Profile of Shareholder Ownership
Apr 19,2011
Levels of Shareholder Ownership Number of Shareholders Total Shares Owned Ownership Percentage
1-999 3,044 757,592 0.51%
1,000 - 5,000 7,674 18,011,599 12.03%
5,001 - 10,000 1,869 15,083,068 10.07%
10,001 - 15,000 523 6,533,917 4.36%
15,001 - 20,000 383 7,198,508 4.81%
20,001 - 30,000 311 8,058,031 5.38%
30,001 - 40,000 157 5,680,286 3.79%
40,001 - 50,000 107 4,995,092 3.34%
50,001 - 100,000 162 11,510,948 7.69%
100,001 - 200,000 79 11,662,453 7.79%
200,001 - 400,000 24 6,938,544 4.63%
400,001 - 600,000 5 2,571,045 1.72%
600,001 - 800,000 5 3,387,318 2.26%
800,001 - 1,000,000 2 1,864,708 1.24%
Over 1,000,001 10 45,500,769 30.38%
Total 14,355 149,753,878 100.00%
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1.4 List of Major Shareholders

Apr 19,2011
Shares Total Shares Owned Ownership Percentage
Major Shareholders
Chi Mei Corporation 15,000,000 10.02%
Alex Kuo 10,187,756 6.80%
Mega International Commercial Bank 9,169,674 6.12%
Singfor Life Insurance Co., Ltd. 2,155,000 1.44%
Bi-Tao Chen 1,991,000 1.33%
Guei-Tang Shin 1,646,196 1.10%
Daniel Kuo 1,642,254 1.10%
Ding-Yu Jang 1,525,000 1.02%
Jeff Hsu 1,124,197 0.75%
Wei-Chung Hung 1,059,692 0.71%

1.5 Market Price, Net Worth, Earnings, Dividends Per Share and Other Data

Unit : NT$ ; Thousand Shares

Year 2009 2010 Mar 31,2011
ltems
Highest 28.30 26.75 21.25
Market Price
Per Share Lowest 9.75 18.5 13.80
Average 15.31 22.4 18.00
Net Worth Before Distribution 15.66 15.56 15.70
PerShare | atter Distribution 15.27 15.36 15.50
Earnings Per Weighted Average Common Shares Outstanding 133,338 146,257 149,683
Share Earnings Per Share 0.69 0.37 -0.04
Cash Dividends 0.35 0.2 —
Dividends Retained Earnings — — —
Per Share Stock Dividends
(Note) Capital Surplus — — —
Accumulated unpaid dividend — — —
Price/Earnings Ratio 22.19 60.54 -450
Analysis of
Return on Price/Dividends Ratio 43.74 112 —
Investment
Cash Dividends Yield Rate 2.29% 0.89% —

Note : The earning distribution for year 2010 has been approved by the Broad meeting, but it hasn’t been approved by
the General Shareholders’ Meeting.
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1.6 Dividend Policy and Status

1.6-1

1.6-2

Dividend Policy

Based on the cash demand of operating and striving the best benefit of stockholders’ equity, our
dividend policy will depend on the capital expense of the budget and demand of cash in the
future. In principle, distribute 2/3 retained earnings in stock dividend and 1/3 in cash dividend to
shareholders and adjust according to the future profit.

Proposed Profit Distribution Plan for 2010

The broad adopted the following for 2010 earning distribution at its meeting on Mar. 25, 2011.
The proposed earning distribution will be presented for approval at the General Shareholders’
Meeting on Jun. 17,2011.

Unit : NTD
Item Amount
Cash dividends (per share NT$0.2) 29,937,276
Remuneration to directors and supervisors 657,962
Bonus to employees 2,302,867

1.7 Impact of Stock Dividends on Operation Results and EPS : Not Applicable

1.8 Employee Bonus, Directors and Supervisors Remuneration

1.8-1 Company Policy

Pursuant to the Articles and Memorandum of Incorporation, after paying taxes and offsetting
prior years’ losses, the Company sets aside a legal reserve equivalent to 10% of its annual net
income and sets aside or reverses, if necessary, special reserve. The remaining net earnings
plus employee’s bonus and directors and supervisors’ fees, which have been set aside as the
expenses in the annual report, shall be proposed and approved by the Board of Directors and
shall be further approved in the general meeting. The Company should distribute directors and
supervisors’ fees at 2% and employee’s bonus at no lower than 7% of the amount.

Employees who are entitled to receive share dividends as bonus should include those working
in the subordinate companies.

1.8-2 If the difference between the proposed distribution and actual distribution on employee’s
bonus and shares and directors and supervisors’ fees, the accounting will follow the
principle described below :

Pursuant to the Company’s Memorandum and Articles of Association and refer to the actual
distribution of directors and supervisors’ fees in the past, the Company estimates the proposed
distribution of employees’ bonus and remunerations for directors and supervisors. If there are
the differences between the proposed and actual distribution, the difference will be estimated
and listed in the coming income statement.

1.8-3 Information Regarding the Board of Directors Proposal for Appropriation of Employee

Bonus etc :
Unit : NT$ ; Thousand
_ Earnings per Share
Amount Difference between |after Employees’ Bonus
cash bonus | Remunerations | Proposed and Actual |and Remunerations for
Item Distribution Directors and
Supervisors
Employees’ bonus 2,303 0 1,718
Remunerations for 0.38
Directors and 0 658 491
Supervisors

-31-



1.8-4 Status of Employee Bonus, and Directors’ & Supervisors’ Remuneration from 2009
Retained Earnings are as Follows:

In 2009 the proposed distribution of employees’ bonus and remunerations for directors and
supervisors are NT$2,054 K and 587K, respectively. However, the actual distribution for are
employees’ bonus and remunerations for directors and supervisors are NT$ 4,020K and
NT$1,149K, respectively. The difference of amounts is NT$2,528K and has been listed as the
adjusted item as expense in 2010.

1.9 Share Buy-Back : None.

2. Issuance of Corporate Bonds : None.

3. Status of Preferred Shares : None.

4. Overseas Depository Certificate Merger or Acquisition or the Issue of New
Shares to Acquire Another Company’s Shares : None.

5. Issuance of Employee Stock Option Plan (ESOP) :

5.1 Issuance of Employee stock options

Source of Option Shares

Share

Impact to Shareholders 'Equity

Apr 19,2011
ESOP Granted First Grant
Approval Date by the Securities and
2006/01/05 |Shares Exercised (Thousand Shares) 2,476
Futures Bureau
Issue (Grant) Date 2006/02/06 |Value of Shares Exercised (NT$) 30,198,070
Number of Options
5,000 Shares Unexercised (Thousand Shares) 1,690
Granted(Thousand Shares)
Percentage of Shares Exercisable
to Outstanding Common Shards 3.34% Original Grant Price Per Share(NT$) NT$11.13
(Note)
Percentage of Shares Unexercised to
Option Duration 6 years 1.13%
Outstanding Common Shares (% ) (Note)
New Common Dilution to

Shareholders’
Equity is limited.

Vesting Schedule (%)

2" year : up to 50%/ 3" year : up to 75%/ 4" year : up to 100%

Note: Total Issued Shares was based on 2011/04/19 common shares 149,753,878 shares.
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7.2 Progress Status of Private Placement Scheme

7-2-1 Progress Status Unit :
Unit : NTD in thousands,%

2010 2011 Cut Date by Mar. 31, 2011
ltem Status Effectiveness
Comparison
Q1 Q2 Q3 Q4 | Q1 | Progress Summary between Now and
Planned
Completion Rate:
Redeem Bank| Planned 100,000 -|100,000 - -l 200,000| 72.07% 63.9(?%. Due to
Loan Actual 100,000 - - -| 100,000 36.04% |repayment of
99/Q3 bank loan
Raise working| Planned - -| 77,500 - -1 77,500 27.93% |which will be
capital Actual . -| 77.500 ) ) 77500 27.93% cleared in 100/Q2.
Planned 100,000 -177,500 - -| 277,500 100%
Total
Actual 100,000 -| 77,500 - -l 177,500| 63.96%

7-2-2 Comparison of Expected Benefits

(1) Comparison and Analysis on Financial Conditions
Unit : NTD in thousands,%

Y .
ear Dec. 31,2010 | Dec. 31,2009 | Difference % Remark
ltem Amount
Current Assets 378,043 320,951 57,092 17.79%
Current Liabilities 510,129 199,006 311,123] 156.34% Note
Long term liabilities
- 400,000 — 400,000 —
due within one year
Long-Term Liabilities 200,000 600,000 (400,000)| (66.67%)
Total Liabilities 794,524 897,802 (103,278)| (11.50%)

Analysis and Remarks of Proportional Change

Note : 2010 Q1 private placement fund to pay short-term loan NTD 100millions. Hence, the amount
of current liabilities minus long term liabilities due within one year decrease 44.66%
compared with last period.

(2) Comparative Analysis on Operational Efficiency
Unit : NTD in thousands,%

o Year 2010 2009 Plioronce | % Remark
Net Sales 506,603 436,738 69,865 16.00%

Interest Expense 13,488 15,957 (2,469) (15.47%) Note
Earning Per Share 0.37 0.69

Analysis and Remarks of Proportional Change

Note : The Income expense for 2010 decrease 15.47% compared to NTD 2,469 thousands for the
previous year. The primary contribution comes from private placement fund to pay
short-term loan.
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Operational Highlights
1. Business Activities
1.1 Business Scope

1.1-1  Operation Items : The company engages in the research and development, production
and sales of holographic products. The major holographic products are included
holographic film, hot stamping foil, cold foil, holographic paper and security label.

1.1-2 Major Products and Percent Sales :

Others
Raw Material 8%

Hot stamping foil & Cold foil
3%

17%

Security label and Registered HSF
6%

Hol hic paper
Holographic film olographic

40% 26%
1.1-3 Current products:
Hot Stamping Foil
Cold Foll
Register Hot Stamping Foil
Holographic paper

Holographic PET film
Holographic PVC film
Holographic OPP film
Holographic Security Label
Holographic Transfer Film

T IOGmMMmMODOWw>

1.1-4 New products in plan :

A. True Seamless product development and improvement for holographic hot stamping
foil, cold foil and holographic film...ect.

B. High abrasion resistance and alcohol tolerance anti-counterfeit holographic hot
stamping foil.
C. High abrasion resistance holographic hot stamping foil for credit card use.

D. High temperance resistance holographic hot stamping foil for passing through Laser
printers.

1.2. Industry Overview

1.2-1 Current Industry Products and Development

K Laser is the biggest holographic material supplier that has high tech holographic and embossing
technology. More Specifically, K Laser is able to serve our clients from the world and offer them
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1.2-2

UP

Mid

Down

1.2-3
1.2-3-1

most appropriate products in time through our strong marketing and sale channel in the world.

All of suppliers are developing higher holographic technology to enhance packaging outlook and
add security function with advance and creative products for facing product packaging,
anti-counterfeit, value paper and ID security topic getting hot in this globalization era.

The Relationship Between Up-, Mid-, and Down-Stream Supply Chain Services

Film, Paper Surface Coating
Holograms
v
v 4
Printing, Converting, Value-Added Applications
-Packages of All -Packages, Wrapping Paper
-Consumer Products -Clothes, Construction Materials,
(Cigarette, Alcohol, Christmas Decorative Items.
LD, CD, Clothes) -Stationery Printing, Pencil,
-Security, ID Cards, Value Calendar, Artificial Leathers
Documents -Magazine, Catalog
-Trading Cards (Baseball Card)
- Stickers

PET, OPP, PVC films, and paper are the most common carriers of holograms. We have secured
steady supplies of films from NanYa Plastics and Shinkong Synthetic Fibers Corporation, and
papers from Yuen Foong Co., Ltd etc. The raw materials may affect the quality of hologram
embossing. On the other hand, customers’ requirements for material strength and temperature
resistance as well as production speed are also crucial. In many cases, we have developed very
close partnerships with customers and products of highly anti- counterfeiting and value-added
packages.

Vertical integration will be a trend in the industry. Some hologram manufacturers begin investing in
coating business to produce the materials for hologram embossing. At the same time, film suppliers
are also developing materials that can be used for hologram embossing without coating. Some
converters have also purchased embossing machines to produce holographic materials themselves.

Product Development Trends & Competition

Advanced Holography Technology

The underlying technology is highly complex and specific to the company but the end result is
extremely simple as far as the untrained eye is concerned. And this is why the hologram
industry needs to be looking at holographic origination techniques that deliver both complexity
of the underlying technology with simplicity of the finished effect, and that at the same time
cannot be acquired or copied by counterfeiters. Advances in hologram technology in recent
years have centered on improving the quality and complexity of the images, as well as the
methods of mastering, production and application, resulting in holograms that, are brighter, with
more dynamic and complex visual effects, than ever before ; that can be turned around from
specification to delivery of finished product in days and weeks rather than months ; that are
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1.2-3-2

1.2-3-3

available in a wide range of materials compatible with substrates in regular use in user
industries ; that can either include or be combined with covert and other security technologies,
and shim lineless new technology to make it easy to recognize and clearly holographic effect.

In Packaging

In packaging, meanwhile, it is barely possible to go out nowadays without seeing holography
such as cosmetics, cigarette, 3C products and box...etc. In the past, it was used to recognize
among products, but it's been changed to design well holographic pattern with printing color
scheme and design to make products more attractive.

Integration of Hologram and machines total solution

In the past, holographic product suppliers are focus on material and product offering, but
machines is actually closely linked with holographic application. Sometimes, the different
machine and operation condition will affect the quality of finish products. Now we are going to
provide the machine and product to customer for solving the problem from different machines.
This will be a total solution for our client and it will also help us to enhance our products selling.

1.3 Technology and R&D Highlights
1.3-1 R&D Expenditures from 2009 to 2010

Unit : NT$ Thousands

Year 2009 2010 2011Q1

R&D Expenditures 51,218 43,786 13,605

1.3-2 R&D Achievements and Plans for the Future

According to the market request and the technique Road-Map, R&D release following
new Tech. and new Product in 2010.

o

Origination Technology:

(a) Seamless rainbow origination technology (b) Combine the hologram with the deep grating
drum origination technology (c) Wide view angle origination technology.

New Product:

(a) Seamless holographic laminating film (b) Seamless holographic hot stamping foil (c)
Holographic abrasion resistant hot stamping foil (d) Register holographic film Combine with the
deep grating for printing.

Equipment Development:
(a) Seamless optical production machine (b) Drum electroforming machine

R&D Strategy:

D.
E.

Combine supplies’ and customer’s technology, develop more value and more tamper function
products.

Developing Seamless holographic origination technology and production process.

Developing high precision coating technology, to promote products’ application and control
products’ quality efficiently.

Introduce advanced coating production technology to improve R&D ability.
Developing the optical effect origination for the electric products application.

1.4. Long and Short Term Business Plan

For K Laser Group, China will be the main provider for medium-price products in domestic
and export markets and will develop anti-counterfeiting products as well. K Laser, Taiwan will
produce low-volume, high-mix and high profit products and will consistently develop
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innovative products and apply anti-counterfeiting technology to more fields. The business
goal is to provide customers with the full range supply and different product portfolios.

1.4-1 K Laser, Taiwan as Main Provider in High Profit and Anti-Counterfeiting Products

K Laser, Taiwan will focus on high-mix, low-volume oriented products. To support business
performance, K Laser Group will consistently enhance product quality and manufacturing
capability to develop high profit products in the market; especially for development of
anti-counterfeiting products. Now facilities have been ready to manufacture the high profit products
such as plastic foil stamping and anti-counterfeiting products.

1.4-2 Export Market Development and Brand Name Enhancement

To meet both of the design capabilities in U.S and European markets and the requirements of
package printing in quality and aesthetics, K Laser will launch new design patterns to attract
customer’s attentions and enhance brand identification. It will increase sales. In the mean time, K
Laser will participate in international exhibitions, seminars and the relevant market activities for
introducing customers about K Laser products and establishing the partnership. K Laser will
provide customers with competitive products and different product portfolios.

1.4-3 Technical Support and Product Customization

In addition to the existing hologram products, we commit to integrate the product and technology
as goal. It provides customers with the turnkey solution and strength the marketing competition
and increases more added values.

1.4-4 Hot/Cold foil and Paper products as Core Promotion Items

Film products will be one of significant sales for K Laser, cold and hot foil and paper market will be
consistently developed to expand the global market share and customer base.

2. Marketing and Sales Conditions

2.1 Market Analysis
2.1-1  Major Sales Regions :

Europe
2%

Taiwan
6%
China
66% Asia
17%
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2.1-2 Future Market Supply, Demand and Growth Potential

2.1-21

2.1-2-2

World-Wide Holographic Market

The major market is focus on Mainland China, Europe and America, and most of all- China.
However, the hologram industries of North America and Western Europe are still healthy and
their markets still continue to grow, but not at the rates of the boom years.

There are a lot of small factories in Mainland China, but it will be getting disappeared because of
alliance trend getting popular, for example: the big cigarette company merge small one to make
them bigger. On account of that, they will need to cooperate with good suppliers for stable
lead-time, enough capacity, and better quality.

Besides, it is still worth to keep developing Eastern Europe market because holographic
products are high accepted in there although the economy is getting recovered, but the status of
Eastern Europe market is still not optimistic.

Holography Development in Great China

The major markets are in Mainland China, Hong Kong and Taiwan. Holography is very popular
as a graphic feature on many brands of domestic cigarettes. Customized Rainbow film is used
as a laminate covering the entire box and cartons, brand logo, or holographic hot stamped
accents for decoration (and security). Many holographic users are to help defeat the fakes and
smuggling, so the quality of the hologram is generally very high, and they are often graphically
over-printed to modulate the effect of the holograms. Because of its new export de-tax policy
has been called off for all of high-consume power, high pollution and recycle products.
Furthermore, the continuing dramatic increased of RMB and the salary of employees will get the
raise, it will impacts export competitiveness of holographic manufactures in Mainland China for
long term, so they will be more focus on their domain market of China in the future. For Taiwan,
it is an export-oriented nation, so a small amount of diversity and post-production integrated
would be the main goal.

2.1-3 Factors Relating to Future Development of KLT

2.1-3-1

A.
B.

C.
D.

E.

2.1-3-2

A.

Competitive Advantages

There is still ample room to grow in the security, decoration, printing, and packaging industries.

Some western competitors not faring well, which means possible opportunity to penetrate these
markets.

KLT is the first to catch latest trends by utilize its worldwide facilities.

KLT continues to produce innovative products, improving production efficiency, and improving
integration efficiency vertically.

KLT has good product quality, but more importantly KLT’s brand is being recognized globally.
Negative Factors and Our Strategies

Manufacturer in China Produce Products at Low Costs and Sell at Low Prices.

Action :

In order to maintain market dominance in China, K Laser has a factory in Dong Guan, and
another in Wuxi. The operation of these two sites follow the standard operation procedures set
by K Laser Taiwan headquarters.

. Lack of Marketing Information

Action :

K Laser has taken a number of steps not only to enhance the quality of the marketing
information it receives, but also to translate that information into product sales. The company
attends more trade shows from world to promote our products, develop and keep in contact with
clients, and collect market information. Furthermore, It also increases the number of
worldwide sales offices in China, US, Korea, Japan, Europe, India, Thailand and etc., so that
more relevant data can be gathered.

. Cost increasing continually of plastic film raw material.

Action:
The cost of plastic film raw material is continually increasing, especially in PET film from in the
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second half of 2010 which is adjusted by a lot of international plastic film suppliers from worldwide,
such as Mainland China, Taiwan, India and Thailand...etc in the same time, but it will not impact
the sales dramatically because it is the trend of worldwide. However, The management of raw
material for single big case from customer will be important.

2.2 Applications of Major Processes & Product Manufacturing Process

2.2-1

A.

2.2-2

Applications of Major Processes

Hot Stamping Foil target market

* Cigarette Packaging market  Stationery market * Wine Label market *Greeting card market

* Paper box market *ID Card market *Toy market « Cosmetic market

Cold Foil target market:

* Label market « Wine Label market » Beverage market * Soft tube market * Security market

PET film target market

* Decoration market *Glitter market *Yarn market *Security label market eTape market
* Artificial leather market *Demetalized market «Outer box market *Printing market
OPP film target market

* Shopping bag market ¢ Paper folding box market « OPP lamination market

» Spring Festival couplets market « Tape market ¢ Printing market eDemetalized market
PVC film target market

*Christmas market *Sticker market *Ribbon market «Spring Festival couplets market
*Sequin market *Printing market ¢ Credit Card market

Holographic paper target market

*Packaging market *Paper folding box market *Greeting card market *Sticker market
*Wine label market *Magazine market Stationery market *Paper bag market

Product Manufacturing Process (Hot Stamping Foil)

Hologram Exposure > Embossing
v
Hologram Developing Y
Sizing
v
Mother Shim v
Slitting
v
Recombination
v
v Finished Prod &
Electroforming Packaging

2.3 Major Raw Material & Status

The main raw materials used in hologram manufacturing are PVC, OPP and PET Films and papers.
KLT maintains multiple suppliers, the majority of its’ film come from Nan Ya Plastic Corporation and
Shinkong Synthetic Fibers Corporation.
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2.5 Production Quantity / Value from 2009 to 2010

Unit : NT$ Thousands /KM

Year 2009 2010
Production Capacity = Quantity  Val Capacity| Quantity|  Val
Product apacity uantity alue apacity uantity alue
Holographic Security Labels 3,168 1,750 11,968 5,100 4,710 61,335
Holographic Materials 52,272 36,610 264,792 48,020 30,720 260,793
Others - - 8,579 - - 12,438
Total 55,440 38,360 | 285,339 53,120 35430 334,566
2.6 Sales Quantity / Value from 2009 to 2010
Unit : NT$ Thousands /KM
Year 2009 2010
Sales Domestic Export Domestic Export
Product Quantity | Value |Quantity| Value |Quantity| Value |Quantity| Value
[':é%?sfaphic Security | 2797| 11276| 4,305| 18,898| 166,217 | 68,910 5321 | 21,590
Holographic Materials 30,191 131,243 | 26,801 | 228,126 32,927 | 128,713 22,551 | 216,412
Others 509 3,997 4,057 | 43,198 8,571 22,136 5,853 | 48,842
Total 33,497 | 146,516 | 35,163 | 290,222 | 207,715 | 219,759 33,725 | 286,844
. Employee Analysis
Employee Analysis from 2009 to Apr.22, 2011
Year 2009 2010 Apr.22, 2011
Administrators 89 82 84
Number of Engineers 14 19 22
Employees Technicians 32 28 25
Total 135 129 131
Average Age 36.63 37.76 37.68
Average Years of Employment 7.09 7.86 7.66
Ph.D. 0.75 0.78 0.76
Masters Degree 12.78 15.5 15.27
Level of
] Bachelors/ Associate Degree 52.63 48.06 50.38
Education (%)
Senior High School 32.33 32.56 30.53
Under 3.01 3.1 3.06
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4. Environmental Protection Information

4.1

4.2

Over the Last Two Years the Company Has Suffered No Related to Fines or
Measures Resulting from Environmental Pollution.

In April 2009 due to the breach of the Water Pollution Control Act, Company was
charged a penalty of NTD 60,000 in total. Company had made correction and
completed improvement within a limited period.

The related information of matching up the RoHS :
The product of K Laser is not involved in the rules of RoHS.

5. Labor Relations

5.1

5.2

Employee Benefits, Education Plan, Training Plan, Retirement Policy, and Agreement
With Employees.

The employee welfare policy is in accordance with the provisions in Labor Standards
Law and Labor Pension Act and the related law. All of employee enter the Labor
insurance and National health insurance, and paid the subsidy of maternity benefits,
suffered injuries benefits ....by rules. We hold employee health examination each year
and give the training allowance to make the employee fully intention to the job. On a
regular time schedule, we have domestic tourism activities to enliven employee’s
heart and body.

Company retirement policy is applied to all formal employees. We consider
employee’s retirement fund according the seniority and salary. From1988, we monthly
allot 6% of total employee’s salary to retirement fund.

The Company Had Suffered No Loss Related to Labor Disputes Over the Last Two
Years and Management Believes Its Labor Relations to Be Good.

6. Important Contracts

Nature of Start and -
Agreement Party End Date Content Restriction Clause
LonM?'Iq;:rrr? Ii&oan Taipei Fubon 2009.05~ Loan amount is NTD Pledge factory
A%reement Bank 2012.05 600,000 (thousand) premises as collateral
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Financial Information

1. Condensed Financial Statements of the Last Five Years

1.1 Condensed Balance Sheet from 2006 to 2010
Unit : NT$ Thousands

Year Financial Statements from 2006 to 2010 (Note1) Mar 31,2011
ltems 2006 2007 2008 2009 2010 (Note2)
Current Assets 583,367 | 438,421 297,366 320,951 378,043 349,673
Fund & Investments 1,850,941 |2,359,329 2,178,321 2,233,836 (2,363,797 | 2,401,057
Fixed Assets 405,393 350,586 329,550 275,028 | 241,948 231,759

Other Assets (Including Intangible 217,672 | 201,012 | 190,766 | 164,215 | 140,342 135,302

Assets)

Total Assets 3,057,373 |3.349.348 12,996,003 2,994,030 |3.124130 | 3,117,791

corent Before Distribution | 508,343 | 341782 | 776.250 | 199,006 | 510129 | 485927

urren R R i

Liabilities After Distribution | o0 496 | 438,528 | 802,894 | 251264 | 540066 = 515864
(Note 3)

Long-Term Liabiliies 418,250 | 536,047 | 600,000 | 200000 200000

Other Liabilities 124,415 112,549 117,138 98,796 84,395 81,561

Before Distribution | 1,051,008 | 990,378 | 893,388 | 897,802 | 794524 | 767,488

Total Liabilities After(ﬁ'st”'z‘;“o” 1195161 |1,087.124 | 920,032 | 950,060 | 824,461 | 797.425
ote

Capital Stock 1371794 1,371,794 |1.392.218 1,338,426 | 1,496,808 | 1,496,864

Capital Surplus 472134 | 334,865 | 341215 | 300,398 | 484,638 483,033

Before Distribution | 260,915 | 474,122 | 249,277 | 312,595 | 314,298 307,705

Retained After Distribution
Earnings (Note 3)

116,762 | 256,552 | 222,633 | 260,337 | 284,361 277,768

Unrealized gains (losses) on ) 220.303 ) ) ) )

financial assets

Cumulative Transaction Adjustment 24,980 | 120,555 | 194,509 | 144,809 33,862 62,701

Net Loss Not Recognized as

Pension Cost

Treasury Stock (123,458) | (162,669) | (74,604) - - -

Before Distribution |2,006,365 |2,358,970 2,102,615 {2,096,228 |2,329,606 | 2,350,303

Total Equity

After Distribution | 1,862,212 (2,262,224 2,075,971 2,043,970 |2,299,669 | 2,320,366

Note : 1.The financial statements from 2006 to 2010 have been certified by CPA.
Note : 2.The financial statements from 2011 Q1 have been certified by CPA.

Note : 3.The earning distribution for year 2010 has been approved by the Broad meeting on Mar. 25,2011, but it hasn’t

been approved by the General Shareholders’ Meeting. (The shareholder's meeting will be held on June
17,2011)
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1.2 Condensed Income Statement from 2006 to 2010

Unit : NT$ Thousands (Except EPS)

Year Financial Statements from 2006 to 2010 (Note1) Mar 31,2011
ltems 2006 2007 2008 2009 2010 (Note2)
Net Sales 817,866 954,047 714,247 436,738 506,603 101,536
Gross Profit 245,475 314,743 184,572 97,510 126,318 17,974
Operat|ng Income 91,865 142,676 16,651 (13,436) 8,352 (13,974)
Non_Operating Expense 41 ,286 66,290 58,233 34,778 32,555 6,981
Gain(Loss) before Tax from

238,005 469,009 74,991 126,695 75,750 (8,694)
Continued Operations
Gain(Loss) from Continued

264,105 416,389 88,921 92,527 53,961 (6,594)
Operations
Gain (Loss) from Discontinued
Operations
Extraordinary Gain or Loss - - - - - -
Cumulative Effect of Changes in

(1,288) - - - - -

Accounting Principles
Net Income(Loss) 262,817 416,389 88,921 92,527 53,961 (6,594)
Earnings Per Share (NT$) Note2 2.02 2.86 0.63 0.69 0.04 (0.04)

Note : 1.The financial statements from 2006 to 2010 have been certified by CPA.
2.The financial statements of 2011 Q1 have been certified by CPA.
3.Earnings per share are based on retroactively adjusted weighted average outstanding common stocks.

1.3 CPA’s Opinion of the Last Five Years

1.3-1 CPA’s Opinion from 2006 to 2010

Year CPA Auditors' Opinion

2006 | Chi-Chant. Lu, Ming-Yu, Chiu An Unqualified Opinion with an Explanatory Paragraph
2007 | Chi-Chant. Lu, Ming-Yu, Chiu An Unqualified Opinion with an Explanatory Paragraph
2008 | Chi-Chant. Lu, Ming-Yu, Chiu An Unqualified Opinion with an Explanatory Paragraph
2009 | Kenny Hong, Ming-Yu, Chiu An Unqualified Opinion with an Explanatory Paragraph
2010 | Kenny Hong, Ming-Yu, Chiu An Unqualified Opinion with an Explanatory Paragraph
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2.Financial Analysis of the Last Five Years

Year Financial Analysis from 2006 to 2010(Note1) Mar 31,2011
. 2006 2007 2008 | 2009 2010 (Note2)
Analysis Items

Capital Structure |Debt Ratio 34.38 29.57 | 29.82 | 29.99 25.43 24.62
(%) Long-Term Funds to Fixed Assets 598.09 | 825.77 | 638.03 | 980.35 | 1045.52 1100.41
Current Ratio 114.76 | 128.28 | 38.31 | 161.28 74.11 71.96
o Quick Ratio 99.39 | 101.48 | 32.33 | 139.84 65.34 63.7
Solvency (%) || terest Guarantee (Times) 10.21| 2594| 541, 894 662 164
Agcount Receivables Turnover 3.64 5.00 455 3.75 512 4.40

(Times)
Operating Average AR Turnover. Days 100.00 73.02| 80.21| 97.34 71.25 82.88
Performance Inventory Turnover (Times) 9.92 8.81 8.84| 11.09 11.71 9.08
Account Payable Turnover (Times) 4.67 4.79 5.54 6.67 8.06 7.69
Average Inventory Turnovers Days 37.00 4145 | 41.27| 32.90 31.18 40.18
Fixed Assets Turnover (Times) 2.02 2.72 217 1.59 2.09 1.75
Total Assets Turnover (Times) 0.27 0.28 0.24 0.15 0.16 0.13
Return on Total Assets (%) 9.10 13.52 3.21 3.49 2.13 -0.76
Return on Equity (%) 14.13 19.08 3.99 4.41 2.44 -1.13
_ |Operating 670 10.40| 120 -1.00| 0.56 -3.73

- Return on Capital |Income
Profitability (%) Income Before

Tax 17.35 34.19 5.39 9.47 5.06 -2.32
Net Profit Ratio (%) 32.13 43.64 | 12.45| 21.19 10.65 -6.49
Earnings Per Share (NT$)(Note3) 1.83 2.83 0.63 0.69 0.37 -0.04
Cash Flow Ratio (%) 46.82 62.20 | 2510 | 14.70 14.02 -4.73
Cash Flow Cash Flow Adequacy Ratio (%) 198.87 | 168.70 | 180.83 | 168.93 | 125.57 102.7
Cash Reinvestment Ratio (%) 5.94 2.42 3.89 0.08 0.62 -0.74
Operating Leverage 3.35 223 | 13.69| -2.50 11.54 -1.49

Leverage . -
Financial Leverage 1.39 1.15 - - -1.1 0.81

Financial Ratio Analysis based on Deviation over 20% in the last two years :

(1
@)
@)
(4)
®)
6)

@)

®)

©)

(10

=

The 54.05% decrease in current ratio and 53.28% decrease in quick ratio arise mainly from the additional long-term loans with
one-year maturity of NTD 400 million.

The 26% decrease in interest guarantee (times) arises mainly from the decrease in net income before tax of NTD 50.945 million,
comparing with those in 2009.

The 37% increase in account receivables turnover and the 27% decrease in the average AR turnover days arise mainly from the
16% increase in net sales and the 15% decrease in average AR. Besides, account receivable aging is well under control.

The 21% increase in account receivable turnover arises mainly from the 12% increase in COGS and the 7% decrease in average
payment, comparing with those in 2009.

The 31% increase in fixed assets turnover arises mainly from the 16% increase in net sales and the 12% decrease in net fixed
assets, comparing with those in 2009.

The 39% decrease in return on total assets and the 45% decrease in return on equity arise mainly from the 42% decrease in net
income, comparing with those in 2009. It causes that the average total assets increase 2% and the average shareholders’ equity
increases 5%.

The 156% increase in operating income and the 47% decrease in income before tax of paid-in capital arise mainly from the gain
on operating income of NTD 21.787 million, comparing with those in 2009. Income before tax decreases NTD 50.945 million as
well.

There are 50% decrease in net profit and 46% decrease in earnings per share. It arises mainly from admitting the gain on
valuation of financial asset of NTD 32.155 million in first half year. Besides, due to the appreciation of the New Taiwan dollar, the
foreign exchange loss is NTD 22.397 million. Although operating income increases NTD 21.787 million, net income after tax still
decreases NTD 38.566 million.

There are 26% decrement in cash flow adequacy ratio and 675% increment in cash reinvestment ratio. It arises mainly from 17%
decrement in net cash inflow from operating activities over the last 5 years. The cash inflow from operating activities in 2010
increases NTD 38.840 million, comparing with those in 2009.

Both of 562% increment in operating leverage and 100% decrement in financial leverage relates mainly from operating income of
NTD 8.351 million in comparison with operating loss of NTD 13.436 million in 2009.

Note1 : The financial statements from 2006 to 2010 have been certified by CPA.

Note2 : The financial statements of 2011 Q1 have been certified by CPA.

Note3 : Earnings per share are based on retroactively adjusted weighted average outstanding common stocks.
Note4 : Financial Analysis formulas show as the following :
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Capital Structure :

(1
)

Solvency :
(1)
(2)
@)

Debt Ratio=Total liabilities Total Assets
Long-Term Funds to Fixed Assets=(Stockholders’ Equity 4+-Long-Term liabilities),”Property,
plant and equipment, net

Current Ratio=Current Assets ~Current Liabilities
Quick Ratio= ( Current Assets —Inventories —Prepaid Expenses ) Current Liabilities
Interest Guarantee(Times)=Income before tax and interest expenses “interest expenses

Operating Performance :

(1)
(2)
)
(4)
®)
(6)

)

—
~

Profitability :

(1)

(2)
©)
(4)

Cash Flow :

(1)
)

©)

Leverage :

(1
)

Account Receivables Turnover (Times)= Net Sales “average of the period of AR
Average AR Turnover Days=365,”Account Receivables Turnover (Times)
Inventory Turnover(Times)= Cost of Sales ~average of inventories

Account Payable Turnover (Times)= Cost of Sales,“average of the period of AP
Average Inventory Turnovers Days =365, Inventory Turnover (Times)

Fixed Assets Turnover (Times)=Net Sales,~Property, plant and equipment, net
Total Assets Turnover (Times)=Net Sales,Total Assets

Return on Total Assets (%)= [ Net income after tax+ interest expensex ( 1 —ratio of tax) ] /
average of Total Assets -

Return on Equity (%)= Net income after tax,”average of Stockholders’ Equity

Net Profit Ratio (%)= Net income after tax,”Net Sales

Earnings Per Share (NT$)= (Net income after tax— Stock Div.-Preferred) ,weight average
outstanding common stocks

Cash Flow Ratio (%)= Net cash provided by operating activities,”Current Liabilities

Cash Flow Adequacy Ratio (%)=Net cash provided by operating activities in recently five
year,/Recently five year of ( capital expenses + Increase of inventories+ Cash dividend)
Cash Reinvestment Ratio (%)= (Net cash provided by operating activities-Cash dividend),”
(Property, plant and equipment, gross +Long-Term Investment + other assets + Working
Capital)

Operating Leverage = (Net Sales —changes of operating cost and expense),“operating

income
Financial Leverage =operating income ' (operating income —interest expense)
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3.Supervisors’ Report

The Board of Directors have prepared and submitted to us the Company’s 2010
Business Report, Financial Statements, and proposal for allocating profit. The CPAs
of Deloitte & Touche were retained to audit the Financial Statements and have
submitted a report relating there too. The above Business Report, and Financial
Statements and proposal have been further examined as being correct and accurate
by the undersigned, the supervisors of the Company. According to the Article 219 of
the Company Law, we hereby submit this report.

K Laser Technology Inc.

Supervisors :

Wei-Chung Hung

Chia-Jen Chen

e

Mar. 25, 2011

4. Financial Statements and Independent Auditors’ Report : Please see the
page48 to page113 of Chinese Annual Report.

5. Group Consolidated Financial Statements : Please see the page114 to
page185 of Chinese Annual Report.

6. Financial Distress in Company and Subsidiaries : None.
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Financial Status, Operating Results and Risk Management

1. Financial status Analysis
Unit : NT $Thousands

Year 2010 2009 Difference

Item Amount % Notes
Current Assets 378,043 320,951 57,092 17.79%

Fixed Assets 241,948 275,028 -33,080 -12.03%

Other Assets 140,342 164,215 -23,873 -14.54%

Total Assets 3,124,130 2,994,030 130,100 4.35%

Current Liabilities 510,129 199,006 311,123 156.34% (Note 1)
Long-term Liabilities 200,000 600,000 -400,000 -66.67% (Note 1)
Total Liabilities 794,524 897,802 -103,278 -11.5%

Capital 1,496,808 1,338,426 158,382 11.83%

Additional Paid in Capital 484,638 300,398 184,240 61.33% (Note 2)
Retained Earnings 314,299 312,595 1,704 0.55%

Total Equity 2,329,606 2,096,228 233,378 11.13%

Ratio Analysis:

Note 1: The deviations are mainly from the transfer of the long-term debt with a maturity of less than one year to current debt.
Note 2: The increment in paid in capital arises mainly from the equity premium on 2010 private placement program.

2. Operating Results and Analysis
Unit : NT $Thousands

Year Difference

ltem 2010 2009 Notes
Amount %

Net Sales 506,603 436,738 69,865 16.00%

Cost of Goods Sold 380,285 339,228 41,057 12.10%

Gross Profit 126,318 97,510 28,808 29.54% (Note 1)

+ (-): Realized (Unrealized)

Gross Margin 13,184 16,035 -2,851 -17,78%

Operating Expense 131,151 126,981 4,170 3.28%

Operating Income 8,351 (13,436) 21,787 162.15% (Note 1)

Non-Operating Revenue 122,350 174,909 -52,559 -30.05% (Note 2)

Non-Operating Expenses 54,951 34,778 20,173 58.01% (Note 3)

Income Before Tax 75,750 126,695 -50,945 -40.21% (Note 2)

Tax Expense (Benefit) (21,789) (34,168) 12,379 36.23% (Note 4)

Cumulative Effect of Changes in

Accounting Principles ’ 0 0 0 0.00%

Net Income 53,961. 92,527 -38,566 -41.68%

Ratio Analysis:

Note 1: The gain on gross profit benefits mainly from economic recovery, compared with 2009’s.
Note 2: The decrement in both of non-operation revenue and income before tax relates mainly from revaluation gain on
financial liabilities.

Note 3: The increment expenses in non-operation relate mainly from foreign exchange loss and impairment loss.
Note 4: Tax benefit mainly comes from deferred income tax.
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3. Cash flow and Analysis

3.1 Cash Flow Liquidity and Analysis

Unit : NT $Thousands

Beginning Contingency Plans for Insufficient
Cash on Net Cash Flow from | Other Net Cash | Cash Balance on Cash Position
Operating Activities Flow Dec 31,2010 ) )
Jan 1,2010 Investment Plan| Financial Plan
162,249 71,517 944 234,710 - -

2010 Cash Flow Analysis:

1. Net cash inflow from operating activities is NTD 71.517 million, arising from payment of account receivables.

2. Net cash outflow from investing activities is NTD 133.795 million. Cash flow from investing activities relates
mainly from a long-term investment and refundable deposit.

3. Net cash inflow from financing activities was NTD 134.739 million, arising from cash offering by private
placement, NTD 277.500 million, and repayment for short-term loans, NTD 100 million.

3.2 Remedy for Cash Shortfall and Analysis of Cash Liquidity : Not Applicable

3.3 Analysis of Cash Liquidity for 2011

Unit : NT$ Thousands

Contingency Plans for Projected

Beginning . . Projected Cash
Projected Net Cash Flow | Projected Other Insufficient Cash Position
Cash on ] o Balance on
from Operating Activities | Net Cash Flow . .
Jan 1,2011 Dec 31,2011 Investment Plan | Financing Plan
234,710 37,495 (703,024) (430,819) - 800,000

The cash outflow in 2011 Budget Plan mainly consists of regular material procurement, merchandise
purchases, and salary and wages. Besides, it also includes repayment of syndicated loans and long-term
investment. To meet the needs for cash outflow, the Company prepares the cash inflow from operating
activities, issues the convertible bond of NTD 500 million, and acquires short-term loan of NTD 300 million.

4. Major Capital Expenditure and Analysis

4.1 Major Capital Expenditure and Its Source of Capital

Unit : NT$ Thousands

Actual or The Execution of Actual or
Total Amount ] )
) Planned Actual or Planned ) Planned Major Capital
Planning ltems . Capital .
Sourced Completion Date ) Expenditure
) Required
Capital 2011 | 2010 | 2009 | 2008
Coating Product Own Capital Dec 31,2011 71,981 1,900 | 31,681 | 23,230 | 15,170
Diffuser board equipment
and production process | Own Capital Oct 31,2011 10,000 |10,000| — - -
for LED light
Seamless holographic
origination and Own Capital Dec 31,2011 15,000 |15,000| — - -
production process

4.2 Estimated potential Benefits
4.2-1 Coating Product
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The Company assures that the suppliers of critical materials are so abundant and qualified that
the quality of products is stable and can develop the high value-added hologram products.

4.2-2 Diffuser board equipment and production process for LED light

There is a trend toward energy saving and carbon reduction and LED light source will be the
target development. To solve the problem about the halo effect on LCD, diffuser board is a
must to adjust light uniformity. Now most of diffuser boards put additives in substrate to
increase light uniformity. This way will reduce light transparency and then brightness will be
lower. If brightness is a requirement, light source shall be increased. With the help of the
diffuser board equipment, K Laser has applied hologram technology and developed the cost
effective diffuser boards with high transparency and better uniformity. The would-be benefit is
described as below:

m Diffuser board has high transparency and better uniformity. Products embedded with this
feature will increase market share.

B Diffuser board can adjust the spread angle and can be applied to many products.

B The cost of diffuser board, compared with the others in the market, is low and enhances
product competence.

4.2-3 Seamless holographic origination and production process

Seam between substrates is an issue in hologram products. K Laser has developed a
seamless holographic origination equipment to solve it. By means of the development of optical
substrate, optical film can be produced and then is applied to 3C products. The would-be
benefit is described as below:

B The specific features can enhance the quality of hologram product, reduce the defect rates
for customer’s products, and reduce the inventory. Customer’s products will be more
competitive in the market.

B When optical film is fully applied to 3C products, it can increase value added products.

B The unique optical effect of optical film will expand the market and is in favor of competition.

5. Long-Term Investment Analysis:
5.1 Investment Policy:

The investment of the Company mainly focuses on the relevant business. The Company
has ambition to vertically integrate the business to reduce cost and to promote operation
performance.

5.2 Investment Gain or Lose and the Correct Plan:

In 2010 the Company has listed the other operating revenue from subsidiaries, amounted
to NT 93,875 dollars in thousands, which are mainly from K Laser China Group Holding
Co., Limited, amounted to NT 67,384 dollars in thousands. The other of listed operating
revenue from oversea subsidiaries is NT 65,210 dollars in thousands. The listed lose
comes from domestic investment. The major cause and effect is the fact that the
manufacturing process is unstable because the phase of new product is transferred from
design to production. In future, continuing on yield improvement, increasing productivity
performance, and adjusting product portfolio will turn lose into profit.

5.3 Future Investment in 2011:

In future, it is expected to invest in K Laser China Group, amounted to NT 250,000 dollars
in thousands. K Laser China Group is the majority supplier about hologram security
packing materials in China. To enhance the vertical integration of the supply chain, to
jointly develop the tobacco printing materials market, and to enhance the strategic
partnership with suppliers and customers, the Company will increase capital for the
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purpose such as the merges and acquisition, strategy investment, and pay back the bank
loan to reduce bank interest.

6. Risk Management Analysis & Evaluation

6.1 Management of Economic Risk : Interest Rate Risk, Foreign Exchange Risk,
Inflation

In 2010 the interest expense of the Company is NT 13,488 dollars in thousands. Due to US

dollar appreciation, foreign exchange lose is NT 22,397 dollars in thousands. In the

consolidated financial report of the Company and its subsidiaries, foreign exchange gain is
NT 6,610 dollars in thousands. In 2011 Q1, the interest expense is NT 3,298 dollars in
thousands, and foreign exchange gain is NT 2,289 dollars in thousands. The Company

periodically evaluates bank interests and refers to the interests of financial derivatives. As

to the exchange rate, the Company collects the international finance information and rate
exchange from time to time and operates foreign exchange rate by the policy and tightly

supervises the whole transaction flow.

6.2 Management of Financial Risk

6.2-1 High Risk of Financial Transactions :

To control financial risk, the Company is not engaged in high risk and high leveraged financial
investment. To control transaction risk, the Company regulates the by-law in compliance with
F.S.C.’s relevant rules. It is also the regulation for internal control to supervise the finance and
operation. For derivative products transactions, the Company shall comply with the by-law,
Procedures for Derivative Products Transactions.

6.2-2 Status of Endorsement and Guarantee :
Pursuant to the Procedures for Making Endorsement and Guarantees made by the Company,

the status of endorsement and guarantees is shown as below:

Unit : Thousands

Ltd.

Name Relationship 2010 Mar 31, 2011

K Laser China Group Holding o ) )
o KLT indirect investment by holding 67% company | USD 2,950 | USD 5,750

Co., Limited

K Laser Technology o ) .

KLT indirect investment by holding 67% company | USD 2,500 | USD 2,500
(Dong Guan) Co., Ltd.

Amagic Holographics Inc. | KLT indirect investment by holding 100% company - uUsSD 1,000

WUXI K Laser Technology Co., o ) .
KLT indirect investment by holding 67% company - usD 2,000

6.2-3 Status of Lending of Capital by the Company :

None

6.3 Upcoming Research & Development Plans and Estimates Investments
Unit : NT$ Thousands

ltems

R&D Projects

Expenditure

Estimated Mass Production

1

Diffuser board equipment and
production process for LED light

10,000

Oct. 2011

Seamless holographic origination
and production process

15,000

Dec. 2011
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6.4 Political and Regulatory Environment : None

6.5 Technological Development Risk : None

6.6 Safety, Health and Environment Protection : None
6.7 Mergers and Acquisition : None

6.8 Factory Building Expansions and expected benefits of expansion, potential risks
and mitigation

To stabilize the quality of suppliers and to develop the high value-added products, the
Company invests in coating equipment and introduces the advanced coating technology as
a critical strategy. For new coating plant, R&D plan is described as below:

B Develop the know-how in production of alternative materials for the existing volume-based
products. It improves profitability by reducing production cost. On the other hand, it reduces the
risk that rare suppliers exclusively control the critical materials. It assures to stabilize the product
quality as well.

B Develop high value-added and performance hologram products.
B Develop the hologram stamping film with the high quality consistence and general application.

B Introduce the high-tech coating process technology and the high quality suppliers from America
and Europe and expect to solve the technology bottleneck of product development, no mater in
production technology or the recipe improvement.

In future, K Laser will face the challenges such as wage increase, limited material suppliers,
bottleneck in production technology for critical products, and price competition in the
low-end products market from China. Therefore, the product development strategy must
avoid price competition and focus on the quality consistence of material suppliers and the
bottleneck break-through of product development technology. It is an important milestone
for K Laser to develop the high value-added products in the future.

6.9 Procurement and Sales Concentration

» Purchase :
The Company is going to acquire coating plant and its major products are PET+P and Stamping Foill,
which are one of K Laser major manufacturing materials. Through acquisition, the Company will
own the technology of upstream suppliers to efficiently control production materials and to assure the
product quality. Besides, it will reduce the manufacturing cost and mitigate the risks in supply chain.

»Sales :

In 2010 the major customer of the Company is Department of Environmental Protection New Taipei
City Government and its sales is 11.3% of the total sales in dollar. Since 2010 Department of
Environmental Protection New Taipei City Government has smoothly promoted the policy about the
price of garbage bag embedded with garbage processing and all of specific bags are tagged with the
counterfeit labels provided by the Company. For this policy, New Taipei City Government adopts
public bidding. The Company provides customer with the laser labels, which need the innovative and
integrated technologies of the Company. To delight the customer in counterfeiting and to provide the
quality service, the Company helps provide the reasonable price to assure the success of this policy.
The Company has confidence in the following biddings and on-time delivery. Hence, this sales policy
is reasonable and has no risk that the transaction is a final sale.
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6.10 Large Changes by Director, Supervisors, or Shareholders with Greater than
10% : None

6.11 Change in Operational Control : None
6.12 Litigious or Non-Litigious Matters : None
6.13 Risk from Other Important Issues : None

7. Other Necessary Supplements : None
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Special Disclosures

1. Affiliates Company Information

1.1-1 Group Brief Introduction

K Laser
China Group
Co. Ltd.
100%

K Laser
Technology

Inc.

K Laser
Technology
Europe B.V.

100%

K Laser
International
Co. Ltd.
100%

iWin
Technology
Co., Ltd.
49%

WUXI K Laser]
Technology
K Laser Technology > Co., Ltd.
K Laser Ching ] (HK) Co., Ltd. 100%
) 100%
Group Holding Hunan
Co., Limited Holomagic Co., Ltd.| | Treasure Access | |—»{Yongan Laser
> Technology
67.29% —> imi =
o 100% Limited. 100% Co., Ltd.
49%
i iWin Technolo Finity Laboratories
Holoprint Co., aqy y Lof i p 37 45 94
| >
Ltd. 100% | [ Co. Ltd. 51% 100% Pt oan s
35%
Top Band Union Bloom
KL
> Investment Limited [| Limited. 100% —> aser
Technology
100% (Dong Guan)
Co., Ltd.
100%

Amagic Holographics

| Mexico,S.A.de C.V. 74.51%

K Laser Technology (Korea)

100%

Co., Ltd. 100%
K Laser IMEA Co., Ltd. Amagic Holographics India
100% Private Limited 100%
Amagic Holographics, Inc.

K Laser Technology (Thailand)
Co., Ltd. 82.69%

K Laser Sticker (Thailand) Co.,
Ltd. 52.78%

Amagic Technologies U.S.A.

(Dubai) 100%

_»K Laser Technology Japan Co.,

Ltd. 70%
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1.1-2 Background Information of the Affiliated Companies

Unit: Original $Thousands

2010/12/31.

Date of Main Operati
Entity aeo ) Address Capital a|n. peration or
Incorporation Business Iltems
Amagilc Technologies U.S.A. 1996/12/03 Jebel Alfree Zone.R.A.B CA-02 P.O. AED'§ 913 Sales of Holographic
(Dubai) BOX 61306 Dubai, UAE. Products
P.O. Box 957, Offshore Incorporations
K Laser China Group Co., Ltd. 2000/10/31 Centre, Road Town, Tortola, British Virgin |US $ 44,483 | Investment Business
Islands
K Laser China G Holding Co., Walker H , 87 Mary Street, G Town, .
Berunna BIoupHOANG -0 1 ogitioz | Lo ouse OF Hary STEE, Beorge ToWh |y o 36438 | Investment Business
Limited Grand Cayman, KY1-9005 Cayman Islands
P.0.Box 957, Offshore | tions Centre, .
K Laser International Co., Ltd. 2000/10/31 o s ore.rlmorp.or? lons Lentre Uss$ 22,354 | Investment Business
Road Town, Tortola, British Virgin Islands
Eglantierbaan 8,2908 LV Capelle aan den Sales of Holograohic
K Laser Technology Europe B.V. | 2003/08/20 EURS 366 grep
|Jssel The Netherlands Products
K Laser Technology Japan Co., Production and Sales of
% ‘ap 2003071 | 47 pEES pTz 145228 JPYS 96,000 ,
Ltd. Holographic Products
Jipfa Building, 3th Floor, Main Street, Road .
iWin Technology Co., Ltd 2005/03/22 P g o Us$ 1,980 | Investment Business
Town, Tortola, British Virgin Islands
Iranciso |. Madero #21 Col. San Juan
Amagic Holographics Production and Sales of
g riolodrap 2001/09/07 | Lxhuatepec Tialnepantia Edo. Mex CP/MXN$ 28,200 ,
Mexico,S.A.DE C.V. Holographic Products
54189
7152 Patterson Drive Garden Grove, Production and Sales of
Amagic Holographics, Inc. 1993/02/18 o Us$ 6,500 )
California 92841 U.S.A. Holographic Products
K Laser Technology (Thailand) 1995/12/18 111/89 Moo 7 Bangch'along, Bangplee, THB'$ 112.200 Production‘ and Sales of
Co., Ltd. Samutprakarn 10540, Thailand Holographic Products
K Laser Sticker (Thailand) Co., 34/26 Moo 3, Bangpla, Bangplee, Production and Sales of
2009/08/28 ] THB $ 18,000 .
Ltd. Samutrakarn 10540 Thailand Holographic Products
K Laser Technology (Korea 2300-4 Daehwa-Dong Goyang-Si llsan-G Production and Sales of
oy (Korea) | ar08126 achwa-=ong oyang-t ISan-SUlows 2,685,000 ueton
Co., Ltd. Gyeonggi-Do, Korea Holographic Products
Suite 802, St James Court St Denis .
K Laser IMEA Co., Ltd. 2003/07/03 ) B Us$ 3,050 | Investment Business
Street, Port Louis, Mauritius
K Laser Technology (HK) Co. No. 6, 1/F, Trust Centre, 912 Cheung Sha Sales of Holographic
9y HKICo. 1 00106128 S : U9 S8 g 1284 graph

Ltd.

Wan Road, Kowloon, Hong Kong.

Products
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Date of

Main Operation or

Entity . Address Capital .
Incorporation Business Items
Portcullis TrustNet Chambers, P,0, Box
Holomagic Co., Ltd. 2000/09/29 3444, Road Town, Tortola, British Virgin Us$ 11,746 | Investment Business
Islands
Portcullis TrustNet Chambers, P,O, Box
Top Band Investment Ltd. 2007/09/13 3444, Road Town, Tortola, British Virgin UsS$ 16,320 | Investment Business
Islands
Suite 2303,23/F Great Eagle Centre,23 .
Treasure Access Limited. 2007/11/28 . ) g uss$ 7,855 | Investment Business
Harbour Road, Wanchai, Hong Kong
Suite 2303,23/F Great Eagle Centre,23 )
Union Bloom Limited. 2007/11/28 | o real tage LeN®Slis s 26433 | Investment Business
Harbour Road, Wanchai, Hong Kong
WUXI K Laser Technology Co., #60Segmen, Changjiang road Wuxi Production and Sales of
% 2000112129 g yangroad WX lemss 126,339 ueton
Ltd. New District Zone, Wuxi Jiangsu, China Holographic Products
K Laser Technology (Dong 2001/09/07 Da .Hsui Hu Area, Da Pian Mfei Village, RMB'$ 143,368 Production. and Sales of
Guan) Co., Ltd. Daling Shang, Dong Guan City Holographic Products
Amagic Holographics India B-74 Ambad MIDC Industrial Area, Ambad, Production and Sales of
nagls olographics fndt 2003/07/11 , ust INRS 109,156 ueton
Private Limited. Nashik 422010 Holographic Products
922 San Leandro AVE. Suites D&E R&D of Hologranhic
Finity Laboratories 2001/11/16 Mountain View, Santa Clara California|US $ 700 grep

94043 U.S.A.

Technology

1.1-3 Information Regarding Same Shareholders of Affiliated Companies Who Is
Deemed to Have Control or Subject to Significant Influence : None
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1.1-4Directors, Supervisors, and Presidents of the Affiliated Companies

2010/12/31
. ) Name of the Shareholding
Entity Title Representation Shares Holding (%)
Amagic Technologies U.S.A  (Dubai) Chairman  (International) Alex Kuo 100.00%
K Laser China Group Co., Ltd. (KLCN) Director (K Laser) Alex Kuo 12,175,266 100.00%
Director (KLCN) Alex Kuo
Director (KLCN) C.L.Kuo 79,139,225 67.29%
K Laser China Group Holding Co., Limited D!rector (KLCN) Vincent TS?I
(KLCG) Director . Cho Te Chin -
Independent Director Jensen Chang -
Independent Director Wang Jeng An -
Independent Director Liau L Huai -
K Laser International Co., Ltd. Director (K Laser) Alex Kuo 22,354,191 100.00%
K Laser Technology Europe B.V. Director (K Laser) Luo, Yin-Hsing 366,375 100.00%
Chairman  (International) Daniel Kuo 1,344 70.00%
Director Jun Murata 576 30.00%
Director Alex Kuo
KLaser Japan Co., Ltd. Director James Kuo
Director Shiro Murata
Supervisor Hiroaki Soejima
- Director (K Laser) Alex Kuo 48,520 49.00%
Win Technology Co., Ltd Director (KLCG) Alex Kuo 50,500 51.00%
Amagic Holographics Mexico,S.A.DE C.V. Chairman  (International) Alex Kuo 19,570 69.40%
Chairman  (International) Alex Kuo
Amagic Holographics, Inc. Director (International) Daniel Kuo 6,500,000 100.00%
Director (International) Sammy Chen
Chairman  (International) Alex Kuo 9,277,984 82.69%
1 i 0,
K Laser Technology (Thailand) Co., Ltd. g:::zg §GM. ?nﬂor;::;u 1282882 ?2102
Director Mrs. Arunrat 302,016 2.69%
Director Wei-Bin Kuo 100,000 5.56%
K Laser Sticker (Thailand) Co., Ltd. Director Simon Fwu 100,000 5.56%
Director Jiun-Yu Fwu 50,000 2.78%
Chairman  (International) Daniel Kuo
K Laser Technology (Korea) Co., Ltd. Director (International) Pen Cheng 537,000 100.00%
Supervisor  (International) Howard Chen
K Laser IMEA Co., Ltd. Director (International) Alex Kuo 3,050,390 100.00%
K Laser Technology (HK) Co., Ltd. Director (KLCG) Alex Kuo 1,283,499 100.00%
Holomagic Co., Ltd. Director (KLCG) Alex Kuo 30,000 100.00%
Top Band Investment Ltd. Director (KLCG) Alex Kuo 50,000 100.00%
Treasure Access Limited. Director (Holomagic) Alex Kuo 10,000 100.00%
Union Bloom Limited. Director (Top Band) Alex Kuo 10,000 100.00%
WUXI K Laser Technology Co., Ltd. Director (Treasure Access) Alex Kuo - 100.00%
K Laser Technology (Dong Guan) Co., Ltd. Director (Union Bloom) Alex Kuo - 100.00%
Amagic Holographics India Private Limited. Director (IMEA) Alex Kuo 10,915,954 100.00%
Finity Laboratories Director  (iWin) Alex Kuo 700,000 100.00%
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1.1-5 Operating Highlights of the Affiliated Companies

Financial Status and Operating Results

Unit : NT$ Thousands 2010/12/31

) Face value
Entity Capital | Total Assets | To,t.a,l Net Worth Sales Operating | Netincome | EPS (NTS) (original
Liabilities Income | (After Tax) | (After Tax)
dollar)

Amagic Technologies U.S.A. (Dubai) 6,106 62,344 9,762 52,582 79,105 (4,999) (4,999) N/A -
K Laser China Group Co., Ltd. 1,295,796| 1,357,125 0| 1,357,125 0 0 16,319 0| UsD1
K Laser China Group Holding Co., Limited | 1,061,428| 2,138,148 121,248| 2,016,900 3,089 (23,831) 24,253 0.21] NTD 10
K Laser International Co., Ltd. 651,178 712,676 16,029| 696,647 50,177 (4,255) 60,270 2.70| USD1
K Laser Technology Europe B.V. 14,259 28 35 (7) 0 (15) (15) (0.04)] EUR1
K Laser Japan Co., Ltd. 34,387 129,334 19,088 110,246 134,541 22,845 19,808| 10316.53|JPY 50,000
iWin Technology Co., Ltd 57,689 36,613 5 36,608 0| (10,071) (5,763)|  (58.20)] USD1
Amagic Holographics Mexico,S.A..DE C.V. 104,881 145,360 79,314 66,046 83,071 (12,970) (2,274) (80.65)| MXN 1,000
Amagic Holographics, Inc. 189,345 144,049 13,160 130,889 143,242 (26) 1,972 0.30f USD1
K Laser Technology (Thailand) Co., Ltd. 109,429 288,865 67,808 221,057 276,013 43,963 34,588 3.08/ THB 10
K Laser Sticker (Thailand) Co., Ltd. 17,555 22,666 3,797 18,869 19,708 781 1,314 0.73| THB 10
K Laser Technology (Korea) Co., Ltd. 70,293| 135,324 27,323 108,001 129,784 1,184 1,895 3.53| KRW 5,000
K Laser IMEA Co., Ltd. 88,858 56,306 183 56,123 1,177 (35) 8,971 294 USD1
K Laser Technology (HK) Co., Ltd. 4,811 29,470 1,788 27,682 29,958 (65) 2,663 2.07| HKD1
Holomagic Co., Ltd. 342,156| 1,245,707 8,841| 1,236,866 1,893 (8,976) 52,147| 1738.23) USD1
Top Band Investment Ltd. 475,413| 905,724 54,166| 851,558| 187,583 3,071 67,027| 1340.53| USD1
Treasure Access Limited. 228,821| 1,239,069 0| 1,239,069 0 97) 60,920 N/A -
Union Bloom Limited. 769,993| 843,751 0| 843,751 0 (34) 34,323 N/A -
WUXI K Laser Technology Co., Ltd. 558,485| 1,423,146| 353,729| 1,069,417| 1,201,158 66,808 67,676 N/A —
K Laser Technology (Dong Guan) Co., Ltd. 633,765| 1,111,708 337,392 774,316| 1,023,541 25,759 32,612 N/A —
Amagic Holographics India Private Limited 73,061 54,394 8,017 46,377 50,639 2,923 9,005 0.82| INR 10
Finity Laboratories 20,391 19,329 2,441 16,888 13,371 5,458 4,307 6.15| USD 1

$1USD=$29.13NT
$ 1 HKD=$ 3.748 NT
$ 1 JPY=$ 0.358 NT

$ 1 THB=$ 0.975 NT
$ 1 MXN=$ 2.454 NT

B/S Exchange Rate :

$1EUR=$38.92NT
$ 1 RMB=$4.421 NT
$ 1 DHS=$ 8.268 NT
$ 1 KRW=$0.026 NT
$ 1INR=$0.678 NT
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1.2 Consolidated Financial Statements: Please Refer to KLT’s Consolidated
Financial Statements.

2. Private Placement Securities in the Most Recent Years :

ltem

2010 1% Private Placement Securities
Date of Issuance: Apr 09,2010

Kinds of Fund

New Common Share

Date of resolution and approved by
the General Shareholders’ Meeting

Approved by the General Shareholders’ Meeting on Jun.19, 2009
and the issuance shares was limited not to exceed 30,000 thousand
shares.

Basis and rationality of price
setting

Issuance price NT 18.50 was based on the average of stock closing
price in 5 days, NT$ 20.68 *89.5% and take a whole number.

Method of selection of specific
parties

CHI MEI Corporation.

The necessary reasons for Private
placement

To considerate the effectiveness, convenience, issuance cost and
also to steady the market price.

Date of payment and completion Mar 10, 2010
Quantity S
Target Eligibilit purchased |Relationship ?r? ::frf agr? y
g gromty (Thousand|with K Laser o erat?onsy
Information of contributing parties Shares ) P
43-6-1.2
CHI ME.I Securities and 15,000 None None
Corporation
Exchange Law

Actual purchase price

NT$18.50 / per share

Difference between the actual
purchase price and the reference
price

Impact of private placement on
shareholders’ equity

The capital raised through the private placement will be used to pay
off bank loan and as working capital. It will help enhance the
competitiveness of the company, improve operational efficiency,
reduce interest cost, and increase shareholders’ equity.

Use of funds from private
placement and the progress of
proposed plans

Effectiveness of private placement

Please see the page 33

3.K Laser Shares Held or Sold by its Subsidiaries : None

4.0ther Necessary Supplements : None

Major items to affect equity or stock price

Maijor Items to Affect Equity or Stock Price : None
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