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Prospectus supplement to prospectus dated March 7, 2006

ChipMOS TECHNOLOGIES (Bermuda) LTD.
6,956,522

Common Shares

This is a public offering of common shares of ChipMOS TECHNOLOGIES (Bermuda) LTD. All of the 6,956,522 common shares
offered by this prospectus supplement are being offered by Mosel Vitelic Inc., which is referred to in this prospectus supplement as
Mosel or the selling shareholder, through its wholly-owned subsidiary, Giant Haven Investments Limited. We will not receive any
proceeds from the sale of common shares by the selling shareholder.

Our common shares are traded on the Nasdaqg National Market under the symbol IMOS. On May 25, 2006, the last reported sale
price of our common shares was US$6.59 per common share.

Investing in our common shares involves risks. See Risk Factors beginning on page S-11 of this
prospectus supplement and in the documents we incorporated by reference.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this prospectus supplement. Any representation to the
contrary is a criminal offense.

Per Share Total
Public offering price $6.00 $41,739,132
Underwriting discounts and commissions $0.25 $1,739,130
Proceeds, before expenses, to the selling shareholder $5.75 $40,000,002

The selling shareholder has granted Deutsche Bank Securities Inc. the right to purchase up to 1,043,478 additional common
shares to cover over-allotments.
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The date of this prospectus supplement is May 25, 2006.
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THESE SECURITIES MAY NOT BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, IN THE REPUBLIC OF CHINA,
EXCEPT AS PERMITTED BY APPLICABLE LAW OF THE REPUBLIC OF CHINA.

This prospectus supplement, including the information summarized below, contains translations of New Taiwan dollar, or NT dollar,
or NT$, amounts into United States dollars, or US dollars, or US$, at specified rates solely for the convenience of the reader.
Unless otherwise noted, all translations from NT dollars to US dollars and from US dollars to NT dollars were made at the noon
buying rate in New York City for cable transfers in NT dollars per US dollar as certified for customs purposes by the Federal
Reserve Bank of New York, or the noon buying rate, as of March 31, 2006, which was NT$32.42 to US$1.00. We make no
representation that the NT dollar or US dollar amounts referred to in this prospectus supplement could have been or could be
converted into US dollars or NT dollars, as the case may be, at any particular rate or at all. On May 25, 2006, the noon buying rate
was NT$32.09 to US$1.00.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Some of the information contained or incorporated by reference in this prospectus supplement constitute statements that are, or
may be deemed to be, forward-looking statements within the meaning of U.S. securities laws. The terms anticipates, expects,

will,  should and other similar expressions identify forward-looking statements. These statements appear in a number of places
throughout this prospectus supplement and the documents incorporated by reference in this prospectus supplement and include
statements regarding our intentions, beliefs or current expectations concerning, among other things, our results of operations,
financial condition, liquidity, prospects, growth, strategies and the industries in which we operate.

By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on
circumstances that may or may not occur in the future. Forward-looking statements are not guarantees of future performance and
our actual results of operations, financial condition and liquidity, and the development of the industries in which we operate may
differ materially from those made in or suggested by the forward-looking statements contained in this prospectus supplement.
Important factors that could cause those differences include, but are not limited to:

the volatility of the semiconductor industry and the market for end-user applications for semiconductor products;

overcapacity in the semiconductor testing and assembly markets;

the increased competition from other companies and our ability to retain and increase our market share;

our ability to successfully develop new technologies and remain a technological leader;

our ability to maintain control over capacity expansion and facility modifications;

our ability to generate growth or profitable growth;

our ability to hire and retain qualified personnel;

our ability to acquire required equipment and supplies to meet customer demand;
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our ability to raise capital as required to meet certain existing obligations;

the pending criminal indictment of our Chairman and Chief Executive Officer;
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our reliance on certain major customers;

the implementation of the assembly and testing services agreements between Spansion LLC and us;

our major customers willingness to purchase our services or to provide the minimum agreed compensation as provided
under any long-term agreement with us, if applicable;

the political stability of our local region; and

general local and global economic conditions.
Forward-looking statements include, but are not limited to, statements regarding our strategy and future plans, future business
condition and financial results, our capital expenditure plans, our capacity expansion plans, our expansion plans in Mainland China,
technological upgrades, investment in research and development, future market demand, future regulatory or other developments
in our industry. Please see Risk Factors for a further discussion of certain factors that may cause actual results to differ materially
from those indicated by our forward-looking statements.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information contained in greater detail elsewhere in this prospectus supplement. This summary
does not contain all of the information that you should consider before investing in our common shares. You should carefully read
the entire prospectus supplement and the documents incorporated by reference herein, including Risk Factors and our Form
20-F for the year ended December 31, 2005, before making an investment decision.

When we refer to the capacity of our semiconductor testing and assembly equipment, we are referring to capacity assessed by our
internal personnel based on the specifications and the repair and maintenance frequency of the relevant equipment. Unless
otherwise noted, in this prospectus supplement, we refers to ChipMOS TECHNOLOGIES (Bermuda) LTD., or ChipMOS
Bermuda, and its subsidiaries, and Mainland China refers to the People s Republic of China, excluding Hong Kong, Macau and
Taiwan.

ChipMOS TECHNOLOGIES (Bermuda) LTD. and its Subsidiaries
Overview

We believe that we are one of the leading independent providers of semiconductor testing and assembly services. Specifically, we
believe that we are the largest independent provider of testing and assembly services for LCD and other flat-panel display driver
semiconductors globally and a leading provider of testing and assembly services for advanced memory products in Taiwan. The
depth of our engineering expertise and the breadth of our testing and assembly technologies enable us to provide our customers
with advanced and comprehensive solutions. In addition, our geographic presence in Taiwan and Mainland China is attractive to
customers wishing to take advantage of the logistical and cost efficiencies stemming from our close proximity to foundries and
producers of consumer electronic products in Taiwan and Mainland China. Our production facilities are located in Hsinchu and
Tainan, Taiwan and Shanghai, Mainland China.

We provide a broad range of back-end testing services, including engineering testing, wafer probing and final testing of memory
and mixed-signal semiconductors. We also offer a broad selection of leadframe-based and organic substrate-based package
assembly services for memory and mixed-signal semiconductors. Our advanced leadframe-based packages include thin small
outline packages, or TSOPs, and our advanced organic substrate-based packages include fine-pitch ball grid array, or fine-pitch
BGA, packages. In addition, we provide gold bumping, testing and assembly services for LCD and other flat-panel display driver
semiconductors by employing tape carrier package, or TCP, chip-on-film, or COF, and chip-on-glass, or COG, technologies. We
also provide semiconductor turnkey services by purchasing fabricated wafers and then selling tested and assembled
semiconductors, primarily memory products.

Semiconductors tested and assembled by us are used in personal computers, graphics applications, such as game consoles and
personal digital assistants, or PDAs, communications equipment, such as cellular handsets, and consumer electronic products and
display applications, such as flat-panel displays. In 2005, 43% of our net revenue was derived from testing services for memory
and mixed-signal semiconductors, 37% from assembly services for memory and mixed-signal semiconductors, and 20% from LCD
and other flat-panel display driver semiconductor testing and assembly services.
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Historically, integrated device manufacturers, or IDMs, designed, manufactured, tested and assembled semiconductors primarily at
their own facilities. In recent years, there has been a trend in the industry to outsource stages in the manufacturing process to
reduce the high fixed costs resulting from the increasingly complex manufacturing process. Virtually every significant stage of the
manufacturing process can be outsourced. The independent semiconductor manufacturing services market currently consists of
wafer fabrication and probing services and semiconductor testing and assembly services. Most of the world s major IDMs now use
some independent semiconductor manufacturing services to maintain a strategic mix of internal and external manufacturing
capacity. We believe that many of these IDMs are significantly reducing their investments in new semiconductor testing and
assembly facilities. The availability of technologically advanced independent semiconductor manufacturing services has also
enabled the growth of fabless semiconductor companies that focus exclusively on semiconductor design and marketing and
outsource their fabrication, testing and assembly requirements to independent companies.

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

Significant Capital Expenditure Requirements. Driven by increasingly sophisticated technological requirements, wafer
fabrication, testing and assembly processes have become highly complex, requiring substantial investment in specialized
equipment and facilities and sophisticated engineering and manufacturing expertise. In addition, product life cycles have
been shortening, magnifying the need to continually upgrade or replace manufacturing, testing and assembly equipment
to accommodate new products. As a result, new investments in in-house fabrication, testing and assembly facilities are
becoming less desirable for IDMs because of the high investment costs, as well as difficulties in achieving sufficient
economies of scale and utilization rates to be competitive with the independent service providers. Independent foundry,
testing and assembly companies, on the other hand, are able to realize the benefits of specialization and achieve
economies of scale by providing services to a large base of customers across a wide range of products. This enables
them to reduce costs and shorten production cycles through high capacity utilization and process expertise.

Increasing Focus on Core Competencies. As the costs of semiconductor manufacturing facilities increase,
semiconductor companies are expected to further outsource their wafer fabrication, testing and assembly requirements to
focus their resources on core competencies, such as semiconductor design and marketing.

Time-to-Market Pressure. Increasingly short product life cycles have amplified time-to-market pressure for
semiconductor companies, leading them to rely increasingly on independent companies as a key source for effective
wafer fabrication, testing and assembly services.

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

Taiwan is one of the world s leading locations for outsourced semiconductor manufacturing. The semiconductor industry in Taiwan
has developed such that the various stages of the semiconductor manufacturing process have been disaggregated, thus allowing
for specialization. The disaggregation of the semiconductor manufacturing process in Taiwan permits these semiconductor
manufacturing service providers to focus on particular parts of the production process, develop economies of scale, maintain higher
capacity utilization rates and
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remain flexible in responding to customer needs. There are several leading service providers in Taiwan, each of which offers
substantial capacity, high-quality manufacturing, leading semiconductor wafer fabrication, test, assembly and process technologies,
and a full range of services. These service providers have access to an educated labor pool and a large number of engineers
suitable for sophisticated manufacturing industries. As a result, many of the world s leading semiconductor companies outsource
some or all of their semiconductor manufacturing needs to Taiwan s semiconductor manufacturing service providers and take
advantage of the close proximity among facilities. In addition, companies located in Taiwan are very active in the design and
manufacture of electronic systems, which has created significant local demand for semiconductor devices.

Mainland China has emerged as a similarly attractive location for outsourced semiconductor manufacturing. Mainland China is an
attractive manufacturing location for electronic products because companies can take advantage of a well-educated yet low-cost
labor force, cost savings due to tax benefits and a large domestic market. These factors have driven a rapid relocation of much of
the electronics industry manufacturing and supply chain to Mainland China. An increasing number of global electronic systems
manufacturers and contract manufacturers are relocating production facilities to Mainland China. We believe that these electronic
product manufacturers and contract manufacturers will source an increasing portion of their demand for semiconductors from
semiconductor suppliers located in Mainland China in order to reduce production cycle times, decrease costs, simplify supply chain
logistics and meet local content requirements. In line with this trend, we have in recent years expanded our operations in Mainland
China.

Our Strategy

Our goal is to reinforce our position as a leading independent provider of semiconductor testing and assembly services,
concentrating principally on memory, mixed-signal and LCD and other flat-panel display driver semiconductors. The principal
components of our business strategy are set forth below.

Focus on Providing Our Services to the High-Growth Segments of the Semiconductor Industry.

We intend to continue our focus on developing and providing advanced testing and assembly services for high-growth segments of
the semiconductor industry, such as memory, mixed-signal and LCD and other flat-panel display driver semiconductors. In 2005,
our revenue from testing and assembly of semiconductors for these segments accounted for 100% of our net revenue. We believe
that our investments in equipment and research and development in some of these areas allow us to offer a differentiated service
from our competition. In order to continue to benefit from the expected growth in these segments, we intend to continue to invest in
capacity to meet the testing and assembly requirements of these key semiconductor market segments.

Continue to Invest in the Research and Development of Advanced Testing and Assembly Technologies.

We believe that our ability to provide progressively more advanced testing and assembly services to customers is critical to our
business. In addition, advanced semiconductor testing and assembly services typically generate higher margins due to the greater
expertise required and the more sopbhisticated technologies used. We will continue to invest in the research and development of
advanced testing and assembly technologies. For example, we are expanding
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our capabilities in fine-pitch BGA and the testing and assembly of COFs. We have also introduced fine-pitch COF based on our
proprietary technology and COG testing and assembly services for LCD and other flat-panel display driver semiconductors.

In addition, we will continue to pursue the development of new testing and assembly technologies jointly with domestic and foreign
research institutions and universities. We expect to focus our research and development efforts in the following areas:

developing new software conversion programs to increase the capabilities of our testers;

developing technologies for wafer-level burn-in and testing before assembly;

developing advanced assembly technologies for high speed memory devices;

developing fine-pitch bumping, chip probing and bonding technologies for LCD drivers;

improving manufacturing yields for new assembly technologies;

developing environmentally friendly assembly services that focus on eliminating the lead and halogen elements from the
materials employed in the package and reducing the toxicity of gaseous chemical wastes; and

implementation of radio frequency identification (RFID) on wafer probing process.
In 2005, we spent approximately 2% of our net revenue on research and development. We will continue to invest our resources to
recruit and retain experienced research and development personnel. As of March 31, 2006, our research and development team
comprised 225 persons.

Build on Our Strong Presence in Taiwan and Expand Our Operations in Mainland China.

We intend to build on our strong presence in key centers of semiconductor and electronics manufacturing to further grow our
business. Currently, most of our operations are in Taiwan, one of the world s leading locations for outsourced semiconductor
manufacturing. This presence provides us with several advantages. First, our proximity to other semiconductor companies is
attractive to customers who wish to outsource various stages of the semiconductor manufacturing process. Second, our proximity
to many of our suppliers, customers and the end-users of our customers products enables us to be involved in the early stages of
the semiconductor design process, enhances our ability to quickly respond to our customers changing requirements and shortens
our customers time-to-market. Third, we have access to an educated labor pool and a large number of engineers who are able to
work closely with our customers and other providers of semiconductor manufacturing services.

As with our operations in Taiwan, we intend to similarly benefit from our operations in Mainland China through ChipMOS Shanghai.
We intend to invest in and expand our operations in Mainland China, increasing our testing and assembly services for memory
semiconductors. We also plan to expand our testing and assembly services in our Shanghai facility to include LCD and other
flat-panel display driver semiconductors.

Expand Our Offering of Vertically Integrated Services.

We believe that one of our competitive strengths is our ability to provide vertically integrated services to our customers. Vertically
integrated services consist of the integrated testing, assembly and direct shipment of semiconductors to end-users designated by
our
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customers. Providing vertically integrated services enables us to shorten lead times for our customers. As time-to-market and cost
increasingly become sources of competitive advantage for our customers, they increasingly value our ability to provide them with
comprehensive back-end services. Through ChipMOS Taiwan, ThaiLin and ChipMOS Shanghai, we are able to offer vertically
integrated services for a broad range of products, including memory, mixed-signal and LCD and other flat-panel display driver
semiconductors. We believe that these affiliations, which offer complementary technologies, products and services as well as
additional capacity, will continue to enhance our own development and expansion efforts into new and high-growth markets. We
intend to establish new alliances with leading companies and, if suitable opportunities arise, engage in merger and acquisition
activities that will further expand the services we can provide.

Focus on Increasing Sales through Long-Term Agreements with New and Existing Customers.

From time to time, we strategically agree to commit a portion of our testing and assembly capacity to certain of our customers. We
intend to enter into long-term capacity agreements with more of our existing customers, as well as diversify our customer base by
entering into long-term agreements with new customers. The customers we currently have long-term agreements with include
ProMOS, DenMOS, Himax, Novatek and Oki. In addition, we have entered into an assembly and testing services agreement with
Spansion, pursuant to which we agreed to install equipment and reserve capacity for wafer sorting services for Spansion and
Spansion undertakes to compensate us for failure to sufficiently utilize equipment installed and qualified in accordance with the
agreement. The initial term of the first statement of work is three years from the date of installation of the relevant equipment. We
believe that these long-term agreements help to insulate us from volatility in our capacity utilization rates and help us develop close
relationships with our customers. As of March 31, 2006, 34% of our total current capacity was reserved under these long-term
agreements.

Recent Developments

The unaudited consolidated statement of income data and the unaudited consolidated balance sheet data presented below have
been prepared in accordance with generally accepted accounting principles in the Republic of China, or ROC GAAP, and a
reconciliation has been made to generally accepted accounting principles in the United States, or US GAAP.

The unaudited consolidated statement of income data and the unaudited consolidated balance sheet data as of and for the three
months ended March 31, 2006 in accordance with US GAAP presented below are different from those included in our Form 6-K
furnished to the SEC on May 3, 2006, because the unaudited consolidated financial data includes the effects of a change in the fair
value of the conversion feature of our 1.75% convertible notes due 2009, or convertible notes, which is accounted for as an
embedded derivative, and which increased by NT$364 million in the three months ended March 31, 2006. See Notes 27r and 28j to
our audited consolidated financial statements included in our Form 20-F for the year ended December 31, 2005 incorporated by
reference herein. Under ROC GAAP, there is no requirement to account for the fair value of the conversion feature embedded in
any convertible securities issued prior to January 1, 2006, including our convertible notes.

Results for the three months ended March 31, 2006 are not necessarily indicative of the results that may be expected for the year
ending December 31, 2006.
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Consolidated Statement of Operations Data:
Net revenue
Cost of revenue

Gross profit

Operating expenses:
Research and development
Sales and marketing
General and administrative

Total operating expenses
Income from operations
Non-operating income (expenses), net

Income before income tax and minority interests
Income tax expense

Income before minority interests
Cumulative effect of changes in accounting principles
Minority interests

Net income
Earnings per share basic

Shares outstanding (in thousands) basic

Consolidated Balance Sheet Data:
Cash and cash equivalents

Total current assets

Property, plant and equipment, net
Total assets

Current liabilities
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Three months ended March 31,

ROC GAAP

(unaudited)

US GAAP

(unaudited)
Three months

ended
March 31,
2006 2005 2006
NT$ Us$ NT$ Us$ NT$ Us$
(in millions, except per share data)
4,367.1 134.7 3,339.5 103.0 4,367.1 134.7
2,993.0 92.3 2,662.5 82.1 2,997.2 92.4
1,374.1 42.4 677.0 20.9 1,369.9 42.3
59.3 1.8 67.3 2.1 59.3 1.8
25.3 0.8 21.7 0.7 25.3 0.8
178.5 55 155.6 4.8 196.8 6.1
263.1 8.1 244.6 7.6 281.4 8.7
1,111.0 34.3 432.4 13.3 1,088.5 33.6
(17.2) (0.5) (71.6) (2.2) (374.7) (11.6)
1,093.8 33.8 360.8 11.1 713.8 22.0
(129.5) (4.0) (24.4) (0.7) (127.1) (3.9)
964.3 29.8 336.4 10.4 586.7 18.1
3.3 0.1
(366.0) (11.3) (162.9) (5.0 (370.6) (11.4)
601.6 18.6 173.5 5.4 216.1 6.7
8.86 0.27 2.58 0.08 3.18 0.10
67,924 67,924 67,363 67,363 67,924 67,924
ROC GAAP US GAAP
(unaudited) (audited) (unaudited) (audited)
As of As of
As of March 31, December 31, As of March 31, December 31,
2006 2005 2006 2005
NT$ Us$ NT$ NT$ USs$ NT$
(in millions)
3,871.4 119.4 4,607.0 3,871.4 119.4 4,607.0
9,712.1 299.6 10,046.9 9,712.5 299.6 10,050.2
22,235.9 685.9 20,420.1 22,147.4 683.1 20,340.9
33,166.9 1,023.0 31,758.0 33,066.8 1,020.0 31,653.6
9,068.4 279.7 7,857.5 9,640.2 297.4 8,049.3
12
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Long term liabilities 3,706.2 114.3 4,433.9 3,706.2 114.3 4,433.9
Stockholders equity 11,921.7 367.7 11,213.8 11,414.8 352.1 11,084.7
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Corporate Information

We are a holding company incorporated in August 2000 under the Companies Act 1981 of Bermuda. We provide most of our
services in Taiwan through our majority-owned subsidiary ChipMOS TECHNOLOGIES INC., or ChipMOS Taiwan, and its
subsidiaries and investees. We also provide services in Mainland China through ChipMOS TECHNOLOGIES (Shanghai) LTD., or
ChipMOS Shanghai, a wholly-owned subsidiary of MODERN MIND TECHNOLOGY LIMITED, or Modern Mind, which is one of our
controlled consolidated subsidiaries.

Our principal executive offices are located at 11F, No. 3, Lane 91, Dongmei Rd, Hsinchu, Taiwan, Republic of China and our
telephone number is (886-3) 571-6088. Our website is http://www.chipmos.com.tw. The information on our website does not
constitute part of this document.
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The Offering

Selling shareholder Mosel Vitelic Inc., through its wholly-owned subsidiary Giant Haven Investments
Limited. See Selling Shareholder .

Common shares offered by the selling 6,956,522
shareholder

Public offering price US$6.00 per common share

Common shares to be outstanding after this 68,072,524

offering

Over-allotment option The selling shareholder has granted to Deutsche Bank Securities Inc. an option,
exercisable not later than 30 days after the date of this prospectus supplement, to
purchase up to 1,043,478 additional common shares at the public offering price, less
the underwriting discounts and commissions, to cover over-allotments.

Use of proceeds We will not receive any proceeds from the sale of our common shares by the selling
shareholder.

Trading market The only trading market for the common shares is the Nasdaq National Market.

Nasdaq National Market symbol IMOS

The number of our common shares to be outstanding after this offering is based upon 68,072,524 shares outstanding as of March
31, 2006. This number does not include:

5,654,881 common shares subject to outstanding options with a weighted average exercise price of approximately $3.39
per share;

612,883 common shares reserved for future issuance under our stock option plans; and

13,423,726 common shares issuable upon conversion of our 1.75% convertible notes due 2009.

Unless otherwise indicated, all information in this prospectus supplement assumes no exercise of the over-allotment option by
Deutsche Bank Securities Inc.
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RISK FACTORS

This offering involves a high degree of risk. You should carefully consider the risks described below before you decide to buy our
common shares. In particular, as we are a non-U.S. company, there are risks associated with investing in our common shares that
are not typical with investments in shares of U.S. companies. If any of the following risks actually occurs, our business, financial
condition and results of operations would likely suffer, in which case, the trading price of our common shares could decline, and
you could lose all or part of your investment.

Risk Relating to Our Industry

Because we depend on the highly cyclical semiconductor industry, which is characterized by significant and sometimes
prolonged downturns from time to time, our net revenue and earnings may fluctuate significantly, which in turn could
cause the market price of our common shares to decline.

Because our business is, and will continue to be, dependent on the requirements of semiconductor companies for independent
testing and assembly services, any downturn in the highly cyclical semiconductor industry may reduce demand for our services and
adversely affect our results of operations. All of our customers operate in this industry and variations in order levels from our
customers and in service fee rates may result in volatility in our net revenue and earnings. For instance, during periods of
decreased demand for assembled semiconductors, some of our customers may even simplify or forego final testing of certain types
of semiconductors, such as dynamic random access memory, or DRAM, further intensifying our difficulties. From time to time, the
semiconductor industry has experienced significant, and sometimes prolonged, downturns, which have adversely affected our
results of operations. For example, the semiconductor industry experienced a downturn beginning in the fourth quarter of 2000 until
late 2002. As a result of the downturn, our net revenue and net income for 2001 decreased 36% and 219% from 2000 levels,
respectively. Although the semiconductor industry has recovered from the downturn since late 2002, we cannot give any
assurances that there will not be any downturn in the future or that any future downturn will not affect our results of operations.

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

Market conditions in the semiconductor industry track, to a large degree, those for their end-user applications. Any deterioration in
the market conditions for the end-user applications of semiconductors we test and assemble could reduce demand for our services
and, in turn, materially adversely affect our financial condition and results of operations. Our net revenue is largely attributable to
fees derived from testing and assembling semiconductors for use in personal computers, consumer electronic products, display
applications and communications equipment. A significant decrease in demand for products in these markets could put pricing
pressure on our testing and assembly services and negatively affect our net revenue and earnings. The decrease in market
demand for personal computers and communications equipment that began in the fourth quarter of 2000 adversely affected our
results of operations in 2000, 2001 and 2002. While the market demand for personal computers and communications equipment
has recovered since the beginning of 2003, a significant decrease in demand could again negatively affect our net revenue and
earnings.

A decline in average selling prices for our services could result in a decrease in our earnings.

Historically, prices for our testing and assembly services in relation to any given semiconductor tend to decline over the course of
its product and technology life cycle. The
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average selling prices for our testing and assembly services for synchronous dynamic random access memory, or SDRAM, and
liquid crystal display, or LCD, and other flat-panel display driver semiconductors decreased in 2005, compared to the average

selling prices for these services in 2004 and we cannot assure you that there will be no further reduction in average selling prices

for these services in the future. See also A decrease in market demand for LCD and other flat-panel display driver semiconductors
may adversely affect our capacity utilization rates and thereby negatively affect our profitability. If we cannot reduce the cost of our
testing and assembly services, or introduce higher-margin testing and assembly services for new package types, to offset the
decrease in average selling prices for our services, our earnings could decrease.

A reversal or slowdown in the outsourcing trend for semiconductor testing and assembly services could reduce our
profitability.

In recent years, integrated device manufacturers, or IDMs, have increasingly outsourced stages of the semiconductor production
process, including testing and assembly, to independent companies like us to shorten production cycles. In addition, the availability
of advanced independent semiconductor manufacturing services has also enabled the growth of so-called fabless semiconductor
companies that focus exclusively on design and marketing and outsource their manufacturing, testing and assembly requirements
to independent companies. Our net revenue indirectly generated from these IDMs and fabless companies generally constitutes a
substantial portion of our net revenue. We cannot assure you that these companies will continue to outsource their testing and
assembly requirements to independent companies like us. A reversal of, or a slowdown in, this outsourcing trend could result in
reduced demand for our services, which in turn could reduce our profitability.

Risks Relating to Our Business

If we are unable to compete effectively in the highly competitive semiconductor testing and assembly markets, we may
lose customers and our income may decline.

The semiconductor testing and assembly markets are very competitive. We face competition from a number of IDMs with in-house
testing and assembly capabilities and other independent semiconductor testing and assembly companies. Our competitors may
have access to more advanced technologies and greater financial and other resources than we do. Many of our competitors have
shown a willingness to reduce prices quickly and sharply in the past to maintain capacity utilization in their facilities during periods
of reduced demand. In addition, an increasing number of our competitors conduct their operations in lower cost centers in Asia
such as Mainland China, Thailand, Vietham and the Philippines. Any renewed or continued erosion in the prices or demand for our
testing and assembly services as a result of increased competition could adversely affect our profits.

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

A significant percentage of our net revenue is derived from testing and assembling memory semiconductors. Our net revenue
derived from the testing and assembly of memory semiconductors accounted for 62%, 71% and 73% of our net revenue in 2003,
2004 and 2005, respectively. In the past, our service fees for testing and assembling memory semiconductors were sharply
reduced in tandem with the decrease in the average selling price of DRAM. For example, the weighted average selling price for
DRAM decreased by approximately 76% in 2005. We cannot assure you that there will not be additional reductions in DRAM prices
in the
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future. Any failure of the demand for DRAM to increase or any further decrease in the demand for memory products may decrease
demand for our services and significantly reduce our net revenue and net income.

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

We began offering testing and assembly services for LCD and other flat-panel display driver semiconductors in the second quarter
of 2000. Our testing and assembly services for LCD and other flat-panel display driver semiconductors generated net revenue
NT$1,683 million, NT$2,750 million and NT$3,098 million (US$96 million) in 2003, 2004 and 2005, respectively. We spent
NT$1,255 million, NT$1,380 million and NT$1,803 million (US$56 million) in 2003, 2004 and 2005, respectively, on equipment for
tape carrier package, or TCP, chip-on-film, or COF, and chip-on-glass, or COG, technologies, which are used in testing and
assembly services for LCD and other flat-panel display driver semiconductors. Most of these equipments may not be used for
technologies other than TCP, COF or COG. Although the market demand for LCD and other flat-panel display driver semiconductor
testing and assembly services in 2005 increased compared to the market demand in 2004, any future decrease in demand for our
LCD and other flat-panel display driver semiconductor testing and assembly services would significantly impair our capacity
utilization rates and may result in our inability to generate sufficient revenue to cover the significant depreciation expenses for the
equipment used in testing and assembling LCD and other flat-panel display driver semiconductors, thereby negatively affecting our
profitability. See also  Because of our high fixed costs, if we are unable to achieve relatively high capacity utilization rates, our
earnings and profitability may be adversely affected.

Our significant amount of indebtedness and interest expense will limit our cash flow and could adversely affect our
operations.

We have a significant level of debt and interest expense. We had approximately NT$5,687 million (US$175 million) and NT$4,434
million (US$137 million) in short- and long-term indebtedness, respectively, outstanding as of December 31, 2005, including
NT$2,769 million (US$84 million) of convertible notes due 2009, which bear interest at an annual rate of 1.75%. As of March 31,
2006, the notes are convertible into our common shares at a conversion price of US$6.28, which was adjusted from the initial
conversion price of US$7.85 pursuant to the terms of the convertible notes. The holders of the convertible notes have the right to
cause ChipMOS Bermuda to repurchase the notes on November 3, 2006 at a repurchase price equal to 100% of the principal
amount thereof plus any accrued but unpaid interest up to, but excluding, the date of repurchase.

Our significant indebtedness poses risks to our business, including the risks that:

we could use a substantial portion of our consolidated cash flow from operations to pay principal and interest on our debt,
thereby reducing the funds available for working capital, capital expenditures, acquisitions and other general corporate
purposes;

insufficient cash flow from operations may force us to sell assets, or seek additional capital, which we may be unable to do
at all or on terms favorable to us;

our level of indebtedness may make us more vulnerable to economic or industry downturns; and

our debt service obligations increase our vulnerabilities to competitive pressures, because many of our competitors may
be less leveraged than we are.
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The indenture governing the convertible notes we issued in November 2004 does not limit our ability to incur additional
indebtedness in the future. As we incur additional indebtedness, the risks that we face could intensify. Our ability to make required
payments on the convertible notes and to satisfy any other debt obligations will depend on our future operating performance and
our ability to obtain additional debt or equity financing on commercially reasonable terms.

Our results of operations may fluctuate significantly and may cause the market price of our common shares to be volatile.

Our results of operations have varied significantly from period to period and may continue to vary in the future. Among the more
important factors affecting our quarterly and annual results of operations are the following:

our ability to accurately predict customer demand, as we must commit significant capital expenditures in anticipation of
future orders;

our ability to quickly adjust to unanticipated declines or shortfalls in demand and market prices for our testing and
assembly services, due to our high percentage of fixed costs;

changes in prices for our testing and assembly services;

volume of orders relative to our testing and assembly capacity;

capital expenditures and production uncertainties relating to the roll-out of new testing or assembly services;

our ability to obtain adequate testing and assembly equipment on a timely basis;

changes in costs and availability of raw materials, equipment and labor;

changes in our product mix; and

earthquakes, drought and other natural disasters, as well as industrial accidents.
Because of the factors listed above, our future results of operations or growth rates may be below the expectations of research
analysts and investors. If so, the market price of our shares, and the market value of your investment, may fall.

We depend on key customers for a substantial portion of our net revenue and a loss of, or deterioration of the business
from, any one of these customers could result in decreased net revenue and materially adversely affect our results of
operations.

We depend on a small group of customers for a substantial portion of our business. In 2005, our five largest customers accounted
for 63% of our net revenue. Our two largest customers, ProMOS Technologies Inc. or ProMOS, and Powerchip Semiconductor
Corp, or Powerchip, accounted for 28% and 15%, respectively, of our net revenue in 2005. ProMOS is an affiliate of Mosel, which,
as of March 31, 2006, indirectly owned approximately 38.4% of our outstanding common shares. In addition, in November 2005,
we entered into an assembly and testing services agreement with Spansion LLC, or Spansion. We currently anticipate that
Spansion may become one of our five largest customers and account for a significant portion of our net revenue in 2006.
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We expect that we will continue to depend on a relatively limited number of customers for a significant portion of our net revenue.
Any adverse development in our key customers operations, competitive position or customer base could materially reduce our net
revenue and adversely affect our business and profitability. Since new customers usually require us to pass a
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lengthy and rigorous qualification process, if we lose any of our key customers, we may not be able to replace them in a timely
manner. Also, semiconductor companies generally rely on service providers with whom they have established relationships to meet
their testing and assembly needs for existing and future applications. If any of our key customers reduces, delays or cancels its
orders, and if we are unable to attract new key customers or use our excess capacity to service our remaining customers, our net
revenue could be reduced and our business and results of operations may be materially adversely affected.

Because of our high fixed costs, if we are unable to achieve relatively high capacity utilization rates, our earnings and
profitability may be adversely affected.

Our operations are characterized by a high proportion of fixed costs. For memory and mixed-signal semiconductor testing services,
our fixed costs represented 53%, 58% and 69% of our total cost of revenue in 2003, 2004 and 2005, respectively. For memory and
mixed-signal semiconductor assembly services, our fixed costs represented 28%, 22% and 25% of our total cost of revenue in
2003, 2004 and 2005, respectively. For LCD and other flat-panel display driver semiconductor testing and assembly services, our
fixed costs represented 50%, 48% and 50% of our total cost of revenue in 2003, 2004 and 2005, respectively. Our profitability
depends in part not only on absolute pricing levels for our services, but also on the utilization rates for our testing and assembly
equipment, commonly referred to as capacity utilization rates . Increases or decreases in our capacity utilization rates can
significantly affect our gross margins as unit costs generally decrease as the fixed costs are allocated over a larger number of units.
In the past, our capacity utilization rates have fluctuated significantly as a result of the fluctuations in the market demand for
semiconductors. If we fail to increase or maintain our capacity utilization rates, our earnings and profitability may be adversely
affected. In addition, in November 2005, we entered into an assembly and testing services agreement with Spansion, which we
currently anticipate will require us to incur additional capital expenditures of approximately US$110 million in 2006 to purchase
equipment based on a rolling forecast currently provided by Spansion. If we are unable to achieve high capacity utilization rates for
the equipment purchased pursuant to this agreement, our gross margins may be materially and adversely affected.

The testing and assembly process is complex and our production yields and customer relationships may suffer as a
result of defects or malfunctions in our testing and assembly equipment and the introduction of new packages.

Semiconductor testing and assembly are complex processes that require significant technological and process expertise.
Semiconductor testing involves sophisticated testing equipment and computer software. We develop computer software to test our
customers semiconductors. We also develop conversion software programs that enable us to test semiconductors on different
types of testers. Similar to most software programs, these software programs are complex and may contain programming errors or

bugs . In addition, the testing process is subject to human error by our employees who operate our testing equipment and related
software. Any significant defect in our testing or conversion software, malfunction in our testing equipment or human error could
reduce our production yields and damage our customer relationships.

The assembly process involves a number of steps, each of which must be completed with precision. Defective packages primarily
result from:

contaminants in the manufacturing environment;

human error;
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equipment malfunction;

defective raw materials; or

defective plating services.
These and other factors have, from time to time, contributed to lower production yields. They may do so in the future, particularly as
we expand our capacity or change our processing steps. In addition, to be competitive, we must continue to expand our offering of
packages. Our production yields on new packages typically are significantly lower than our production yields on our more
established packages. Our failure to maintain high standards or acceptable production yields, if significant and prolonged, could
result in a loss of customers, increased costs of production, delays, substantial amounts of returned goods and related claims by
customers. Further, to the extent our customers have set target production yields, we may be required to compensate our
customers in a pre-agreed manner. Any of these problems could materially adversely affect our business reputation and result in
reduced net revenue and profitability.

Because of the highly cyclical nature of our industry, our capital requirements are difficult to plan. If we cannot obtain
additional capital when we need it, we may not be able to maintain or increase our current growth rate and our profits will
suffer.

Our capital requirements are difficult to plan as our industry is highly cyclical and rapidly changing. To remain competitive, we will
need capital to fund the expansion of our facilities as well as to fund our equipment purchases and research and development
activities. We believe that our current cash and cash equivalents, cash flow from operations and available credit facilities will be
sufficient to meet our working capital and capital expenditure requirements under our existing arrangements through the end of
June 2007, except for our commitments to invest in ChipMOS Shanghai, a wholly-owned subsidiary of our controlled consolidated
subsidiary, Modern Mind, and our potential obligation to repurchase the convertible notes on November 3, 2006. See  Our
significant amount of indebtedness and interest expense will limit our cash flow and could adversely affect our operations , If Modern
Mind fails to invest an additional US$137.5 million into ChipMOS Shanghai by December 6, 2007, ChipMOS Shanghai s business
license may become automatically void and ChipMOS Shanghai may have to be liquidated, which could hurt our growth prospects
and potential future profitability and  If we fail to obtain sufficient capital to purchase equipment meeting the forecasted capacity
requirement under our agreement with Spansion, we will be in breach of the agreement. In addition, future capacity expansions or
market or other developments may require additional funding. Our ability to obtain external financing in the future depends on a
number of factors, many of which are beyond our control. They include:

our future financial condition, results of operations and cash flows;

general market conditions for financing activities by semiconductor testing and assembly companies; and

economic, political and other conditions in Taiwan and elsewhere.
If we are unable to obtain funding in a timely manner or on acceptable terms, our growth prospects and potential future profitability
will suffer.
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If Modern Mind fails to invest an additional US$137.5 million into ChipMOS Shanghai by December 6, 2007, ChipMOS
Shanghai s business license may become automatically void and ChipMOS Shanghai may have to be liquidated, which
could hurt our growth prospects and potential future profitability.

Under applicable regulations of the People s Republic of China, or PRC, and the terms of the business license of ChipMOS
Shanghai, a wholly-owned subsidiary of our controlled consolidated subsidiary, Modern Mind, the business license of ChipMOS
Shanghai may automatically become void and ChipMOS Shanghai may have to be liquidated if Modern Mind fails to invest an
additional US$137.5 million by December 6, 2007, unless an additional extension has been obtained from the relevant PRC
regulatory authorities. We may not have sufficient financial resources to meet ChipMOS Shanghai s investment commitments
without obtaining additional financing. Even if we have the financial resources available, we may decide not to fund the investment
if it would cause Mosel to violate applicable ROC laws and regulations. See  Risks Relating to Countries in Which We Conduct
Operations The investment in Mainland China by our controlled consolidated subsidiary, Modern Mind, through ChipMOS Shanghai,
and the related contractual arrangements may result in Mosel violating ROC laws governing investments in Mainland China by
ROC companies or persons. Any sanctions on Mosel as a result of any violation of ROC laws may cause Mosel to decrease its
ownership in us significantly or cause Mosel to take other actions that may not be in the best interest of our other shareholders.

We understand that the relevant PRC regulatory authority is not legally obligated to, but in practice may, grant Modern Mind a
grace period if it submits in advance an application for extending the deadlines for making the remaining investments in ChipMOS
Shanghai. In March 2005, Modern Mind was granted an extension of the investment deadline from December 6, 2005 to
December 6, 2007 by the relevant PRC regulatory authority. If we are unable to obtain the funding in a timely manner or on
acceptable terms or if we are unwilling to provide funding to ChipMOS Shanghai through Modern Mind, ChipMOS Shanghai may
lose its business license and may have to be liquidated and our growth prospects and potential future profitability may suffer.

Disputes over intellectual property rights could be costly, deprive us of technologies necessary for us to stay
competitive, render us unable to provide some of our services and reduce our opportunities to generate revenue.

Our ability to compete successfully and achieve future growth will depend, in part, on our ability to protect our proprietary
technologies and to secure, on commercially acceptable terms, critical technologies that we do not own. We cannot assure you that
we will be able to independently develop, or secure from any third party, the technologies required for our testing and assembly
services. Our failure to successfully obtain these technologies may seriously harm our competitive position and render us unable to
provide some of our services.

Our ability to compete successfully also depends on our ability to operate without infringing upon the proprietary rights of others.
The semiconductor testing and assembly industry is characterized by frequent litigation regarding patent and other intellectual
property rights. We may incur legal liabilities if we infringe upon the intellectual property or other proprietary rights of others. The
situation is exacerbated by our inability to ascertain what patent applications have been filed in the United States or elsewhere until
they are granted. If any third party succeeds in its intellectual property infringement claims against us or our customers, we could
be required to:

discontinue using the disputed process technologies, which would prevent us from offering some of our testing and
assembly services;
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pay substantial monetary damages;

develop non-infringing technologies, which may not be feasible; or

acquire licenses to the infringed technologies, which may not be available on commercially reasonable terms, if at all.
Any one of these developments could impose substantial financial and administrative burdens on us and hinder our business. We
are, from time to time, involved in litigation in respect of intellectual property rights. Any litigation, whether as plaintiff or defendant,
is costly and diverts our resources. If we fail to obtain necessary licenses on commercially reasonable terms or if litigation relating
to patent infringement or other intellectual property matters occurs, our costs could be substantially increased to impact our
margins and such litigation could prevent us from testing and assembling particular products or using particular technologies, which
could reduce our opportunities to generate revenue. For more information on litigation in respect of intellectual property rights, see
Business Legal Proceedings.

If we are unable to obtain raw materials and other necessary inputs from our suppliers in a timely and cost-effective
manner, our production schedules would be delayed and we may lose customers and growth opportunities and become
less profitable.

Our operations require us to obtain sufficient quantities of raw materials at acceptable prices in a timely and cost-effective manner.
We source most of our raw materials, including critical materials like leadframes, organic substrates, epoxy, gold wire and molding
compound for assembly, and tapes for TCP/COF, from a limited group of suppliers. We purchase all of our materials on a purchase
order basis and have no long-term contracts with any of our suppliers. From time to time, suppliers have extended lead times,
increased the price or limited the supply of required materials to us because of market shortages. Consequently, we may, from time
to time, experience difficulty in obtaining sufficient quantities of raw materials on a timely basis. In addition, from time to time, we
may reject materials that do not meet our specifications, resulting in declines in output or yield. Although we typically maintain at
least two suppliers for each key raw material, we cannot assure you that we will be able to obtain sufficient quantities of raw
materials and other supplies of an acceptable quality in the future. It usually takes from three to six months to switch from one
supplier to another, depending on the complexity of the raw material. If we are unable to obtain raw materials and other necessary
inputs in a timely and cost-effective manner, we may need to delay our production and delivery schedules, which may result in the
loss of business and growth opportunities and could reduce our profitability.

If we are unable to obtain additional testing and assembly equipment or facilities in a timely manner and at a reasonable
cost, we may be unable to fulfill our customers orders and may become less competitive and less profitable.

The semiconductor testing and assembly business is capital intensive and requires significant investment in expensive equipment
manufactured by a limited number of suppliers. The market for semiconductor testing and assembly equipment is characterized,
from time to time, by intense demand, limited supply and long delivery cycles. Our operations and expansion plans depend on our
ability to obtain equipment from a limited number of suppliers in a timely and cost-effective manner. We have no binding supply
agreements with any of our suppliers and we acquire our testing and assembly equipment on a purchase order basis, which
exposes us to changing market conditions and other significant risks. Semiconductor testing and assembly also requires us to
operate sizeable facilities. If we are unable to obtain equipment or facilities in a timely manner, we may be unable to fulfill our
customers orders, which could negatively impact our financial condition and results of operations as well as our growth

S-18

Table of Contents 25



Edgar Filing: CHIPMOS TECHNOLOGIES BERMUDA LTD - Form 424B4

Table of Conten

prospects. In addition, we have committed to purchase wafer sorting testers and probers as requested by Spansion under the
assembly and testing services agreement with Spansion, and any shortage of wafer sorting testers and probers may affect our
ability to perform our obligations under the agreement.

If we are unable to manage the expansion of our operations and resources effectively, our growth prospects may be
limited and our future profitability may be reduced.

We expect to continue to expand our operations and increase the number of our employees. Rapid expansion puts a strain on our
managerial, technical, financial, operational and other resources. As a result of our expansion, we will need to implement additional
operational and financial controls and hire and train additional personnel. We cannot assure you that we will be able to do so
effectively in the future, and our failure to do so could jeopardize our expansion plans and seriously harm our operations.

Bermuda law may be less protective of shareholder rights than laws of the United States or other jurisdictions.

Our corporate affairs are governed by our memorandum of association, our bye-laws and laws governing corporations incorporated
in Bermuda. Shareholder suits such as class actions (as these terms are understood with respect to corporations incorporated in
the United States) are generally not available in Bermuda. Therefore, our shareholders may be less able under Bermuda law than
they would be under the laws of the United States or other jurisdictions to protect their interests in connection with actions by our
management, members of our Board of Directors or our controlling shareholder.

It may be difficult to bring and enforce suits against us in the United States.

We are incorporated in Bermuda and a majority of our directors and most of our officers are not residents of the United States. A
substantial portion of our assets is located outside the United States. As a result, it may be difficult for our shareholders to serve
notice of a lawsuit on us or our directors and officers within the United States. Because most of our assets are located outside the
United States, it may be difficult for our shareholders to enforce in the United States judgments of United States courts. Appleby
Spurling Hunter, our Bermuda counsel, has advised us that there is some uncertainty as to the enforcement in Bermuda, in original
actions or in actions for enforcement of judgments of United States courts, of liabilities predicated upon United States federal
securities laws.

Investor confidence and the market prices of our shares may be adversely impacted if we or our independent public
registered accounting firm is unable to conclude our internal control over our financial reporting is effective as of
December 31, 2006 as required by Section 404 of the Sarbanes-Oxley Act of 2002.

We are subject to the SEC s reporting obligations, and will be required by the SEC, as directed by Section 404 of the
Sarbanes-Oxley Act of 2002, to include a report of management on our internal control over financial reporting in our Annual Report
on Form 20-F, that contains an assessment by management of the effectiveness of our internal control over financial reporting. In
addition, our independent public registered accounting firm must attest to and report on management s assessment of the
effectiveness of our internal control over financial reporting. In October 2004, we engaged Diwan, Ernst & Young, or Ernst &
Young, to advise us on the internal control over financial reporting requirements under Section 404 of the Sarbanes-Oxley Act of
2002. These requirements will first apply to our Annual Report on Form 20-F for the
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fiscal year ending December 31, 2006. Our management may not conclude that our internal controls are effective. Moreover, even

if our management concludes that our internal controls over our financial reporting are effective, our independent public registered
accounting firm may disagree. If our independent public registered accounting firm is not satisfied with our internal controls over our
financial reporting or the level at which our controls are documented, designed, operated or reviewed, or if the independent public
registered accounting firm interprets the requirements, rules or regulations differently from us, then it may decline to attest to our
management s assessment or may issue an adverse opinion. Any of these possible outcomes could result in an adverse reaction in
the financial marketplace due to a loss of investor confidence in the reliability of our consolidated financial statements, which
ultimately could negatively impact the market prices of our common shares.

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

We are subject to various laws and regulations relating to the use, storage, discharge and disposal of chemical by-products of, and
water used in, our assembly and gold bumping processes. Although we have not suffered material environmental claims in the
past, a failure or a claim that we have failed to comply with any present or future regulations could result in the assessment of
damages or imposition of fines against us, suspension of production or a cessation of our operations or negative publicity. New
regulations could require us to acquire costly equipment or to incur other significant expenses. Any failure on our part to control the
use of, or adequately restrict the discharge of, hazardous substances could subject us to future liabilities that may materially reduce
our earnings.

Fluctuations in exchange rates could result in foreign exchange losses.

Currently, most of our net revenue is denominated in NT dollars. Our cost of revenue and operating expenses, on the other hand,
are incurred in several currencies, including NT dollars, Japanese yen, US dollars and Renminbi, or RMB. In addition, a substantial
portion of our capital expenditures, primarily for the purchase of testing and assembly equipment, has been, and is expected to
continue to be, denominated in Japanese yen with much of the remainder in US dollars. We also have debt denominated in NT
dollars, Japanese yen, US dollars and RMB. Fluctuations in exchange rates, primarily among the US dollar, the NT dollar and the
Japanese yen, will affect our costs and operating margins in NT dollar terms. In addition, these fluctuations could result in
exchange losses and increased costs in NT dollar terms. Despite selective hedging and other techniques implemented by us,
fluctuations in exchange rates have affected, and may continue to affect, our financial condition and results of operations.

We may not be successful in our acquisitions of and investments in other companies and businesses, and may therefore
be unable to implement fully our business strategy.

As part of our growth strategy, from time to time, we make acquisitions and investments in companies or businesses. For example,
on November 21, 2005, we merged CHANTEK ELECTRONIC CO., LTD., or Chantek, into ChipMOS Taiwan, and on

December 1, 2005, we merged ChipMOS Logic TECHNOLOGIES INC., or ChipMOS Logic, into ThaiLin. In 2004, we acquired
certain testing and assembly equipment from First International Computer Testing and Assembly, or FICTA, as well as a 67.8%
stake in First Semiconductor Technology Inc., which interest we transferred to First Semiconductor Technology Inc. in April 2005.
The success of our acquisitions and investments depends on a number of factors, including:

our ability to identify suitable opportunities for investment or acquisition;

S-20

Table of Contents 27



Edgar Filing: CHIPMOS TECHNOLOGIES BERMUDA LTD - Form 424B4

Table of Conten

our ability to reach an acquisition or investment agreement on terms that are satisfactory to us or at all;

the extent to which we are able to exercise control over the acquired company;

the economic, business or other strategic objectives and goals of the acquired company compared to those of our
company; and

our ability to successfully integrate the acquired company or business with our company.
If we are unsuccessful in our acquisitions and investments, we may not be able to implement fully our business strategy to maintain
or grow our business.

Potential conflicts of interest with Siliconware Precision could interfere with our ability to conduct the operations of
ChipMOS Taiwan and could result in the loss of our customers to Siliconware Precision.

As of March 31, 2006, Siliconware Precision owned 28.8% of the outstanding equity securities of ChipMOS Taiwan. Siliconware
Precision provides testing and assembly services for logic and mixed-signal semiconductors. Under the terms of the joint venture
agreement between Mosel and Siliconware Precision regarding the operation of ChipMOS Taiwan, Siliconware Precision is entitled
to nominate two of the seven board members of ChipMOS Taiwan. As of March 31, 2006, Siliconware Precision has one
representative on ChipMOS Taiwan s board of directors. As a result, conflicts of interest between this director s duty to Siliconware
Precision and to us may arise. We cannot assure you that when such conflicts of interest arise, this director will act completely in
our interests or that conflicts of interest will be resolved in our favor. These conflicts may result in the loss by us of existing or
potential customers to Siliconware Precision.

We depend on key personnel, and our revenue could decrease and our costs could increase if we lose their services.

We depend on the continued service of our executive officers and skilled engineering, technical and other personnel. We will also
be required to hire a substantially greater number of skilled employees in connection with our expansion plans. In particular, we
depend on a number of skilled employees in connection with our LCD and other flat-panel display driver semiconductor testing and
assembly services, and the competition for such employees in Taiwan and Mainland China is intense. We may not be able to either
retain our present personnel or attract additional qualified personnel as and when needed. Moreover, we do not carry key person
insurance for any of our executive officers nor do we have employment contracts with any of our executive officers or employees,
and, as a result, none of our executive officers or employees is bound by any non-competition agreement. If we lose any of our key
personnel, it could be very difficult to find and integrate replacement personnel, which could affect our ability to provide our
services, resulting in reduced net revenue and earnings. In addition, we may need to increase employee compensation levels in
order to retain our existing officers and employees and to attract additional personnel. As of March 31, 2006, 11% of the workforce
at our facilities in Taiwan are foreign workers employed by us under work permits that are subject to government regulations on
renewal and other terms. Consequently, if the regulations in Taiwan relating to the employment of foreign workers were to become
significantly more restrictive or if we are otherwise unable to attract or retain these workers at reasonable cost, we may be unable
to maintain or increase our level of services and may suffer reduced net revenue and earnings.
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The ongoing criminal investigation involving Mr. Shih-Jye Cheng, our Chairman and Chief Executive Officer, and
Mr. Hung-Chiu Hu, our former director, could have a material adverse effect on our business and cause our stock price to
decline.

Mr. Shih-dye Cheng, our chairman and chief executive officer, was indicted by the Taipei District Prosecutor s Office in December
2005. Based upon information released by the Taipei District Prosecutor s Office, the indictment alleges that Mr. Shih-dye Cheng,
as instructed by Mr. Hung-Chiu Hu, purchased repurchase notes on January 6, January 13, and January 28, 2004, respectively,
from Founder Associates Limited, a British Virgin Islands company, with an aggregate principal amount of approximately US$25
million, by using corporate funds from ChipMOS Taiwan and ThaiLin. The indictment further alleges that the purchase of these
repurchase notes constituted a misuse of the corporate funds of Mosel and its affiliated entities, including ChipMOS Taiwan and
ThaiLin, in violation of ROC law. In addition, the indictment alleged that Mr. Hung-Chiu Hu and others were engaged in the insider
trading of the securities of Mosel in violation of ROC law, while none of the current officers at ChipMOS Taiwan or ThaiLin was
indicated in this regard.

On January 5, 2006, our board established a special committee comprised of Messrs.Yeong-Her Wang, Rong Hsu and Pierre
Laflamme, three of our independent directors, to evaluate the circumstances surrounding the indictment by the Taipei District
Prosecutor s Office of Mr. Shih-Jye Cheng. The special committee has engaged Preston Gates & Ellis LLP as its independent
international legal counsel and Baker & McKenzie as its independent ROC legal counsel, and Diwan, Ernst & Young as its
accounting advisor to assist in its evaluation and provide recommendations as appropriate.

The legal counsels and accounting advisor to the special committee are currently in the process of finalizing an internal
investigation and we are not in a position to estimate when the investigation will conclude, what recommendations the special
committee will make and which of those recommendations will be adopted by our board of directors. If as a result of the outcome of
the internal investigation by the special committee, or otherwise our board of directors decides that it is in our best interests that
Mr. Shih-dye Cheng no longer serves in all or some of his current capacities with us or our subsidiaries or if Mr. Shih-Jye Cheng
resigns as a result of a final adverse judgment rendered against him by the court or otherwise, we would lose some or all of the
services of Mr. Shih-Jye Cheng. Mr. Shih-Jye Cheng is very important to our current on-going business operations and our
relationships with the customers and financing sources, and our loss of his services could materially and adversely affect our
business, reputation and prospects and therefore cause our stock price to decline.

If we are required to make significant capital expenditures pursuant to our recent agreement with Spansion and we are
unable to maintain, or be compensated in lieu of, a high capacity utilization rate for the equipment purchased, our
business, financial condition and results of operations may be adversely affected.

In November 2005, we entered into an assembly and testing services agreement with Spansion. Under the agreement, ChipMOS
Taiwan and Spansion will enter into one or more statements of work, pursuant to which ChipMOS Taiwan will install equipment in
its facilities and reserve capacity for assembly and testing services for Spansion. Under the first statement of work, ChipMOS
Taiwan has committed to purchase and install wafer sorting testers and probers for Spansion and Spansion has undertaken to
compensate us for failure to sufficiently utilize wafer sorting testers and probers installed and qualified in accordance with the
agreement. We currently anticipate, based on forecasts provided by Spansion, to incur additional capital expenditures of
approximately US$110 million in 2006 to purchase wafer
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sorting testers and probers. If Spansion fails to purchase our services to ensure a high capacity utilization rate of the equipment or
to provide the minimum agreed compensation, our results of operations may be adversely affected. Furthermore, our gross
margins may be adversely affected during the implementation of any statement of work due to the incurrence of up front capital
expenditures for the equipment before generating any significant revenue for services provided to Spansion.

If we fail to obtain sufficient capital to purchase equipment meeting the forecasted capacity requirement under our
agreement with Spansion, we will be in breach of the agreement.

Our current cash and cash equivalents, cash flow from operations and available credit facilities, based on the current rolling
capacity forecasts provided by Spansion, is sufficient for us to purchase wafer sorting testers and probers as required under our
agreement with Spansion through the end of 2006. In January 2006, we obtained a syndicated loan facility in the amount of NT$6
billion (US$185 million) from banks in Taiwan to fund part of the purchases required under our agreement with Spansion. However,
any failure to obtain sufficient funding to meet Spansion s future requirements under the agreement will cause us to be in breach of
the agreement. If such breach constitutes a material breach, Spansion may terminate the agreement, including any applicable
purchase order or statement of work, if such breach has not been cured within a certain period of time, and we may also be liable
to Spansion for additional costs and expenses incurred by Spansion in procuring substitute services.

Risks Relating to Our Relationship with Mosel

Mosel exercises significant control over our company and could cause us to take actions that may not be, or refrain from
taking actions that may be, in our best interest or the best interest of our other shareholders.

Mosel indirectly owned approximately 38.4% of our common shares as of March 31, 2006 and, after this offering, will own 28.2% of
our common shares, or 26.7% if Deutsche Bank Securities Inc. exercises its over-allotment option in full. As our largest
shareholder, Mosel exercises significant control over all matters submitted to our shareholders for approval and other corporate
actions, such as:

election of directors;

timing and manner of dividend distributions;

approval of contracts between us and Mosel or its affiliates, which could involve conflicts of interest; and

open market purchase programs or other purchases of our common shares.
Mosel s substantial interests in our company could also:

delay, defer or prevent a change in who controls us;

discourage bids for our shares at a premium over the market price; and

adversely affect the market price of our common shares.
Moreover, because Mosel has the power to direct or influence our corporate actions, we may be required to engage in transactions
that may not be agreeable to our other shareholders or that may not be in the best interest of our other shareholders.
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In April 2003, ChipMOS Taiwan purchased from third-party bondholders NT$570 million worth of index bonds due in 2003 of Mosel.
If we acquire debt or other securities of Mosel in the future, there can be no assurance that we will be able to resell such securities
or otherwise recoup any or all of our money used to acquire them.

ChipMOS Taiwan entered into certain transactions that, if determined to have constituted impermissible financings or
purchases of assets or equity of Mosel under ROC law, could result in the resignations of members of our management.
As a result, our business operations could be disrupted and the market price of our shares could decline.

ROC law limits the ability of a company incorporated in Taiwan to purchase any equity interest in companies, directly or indirectly,
holding more than 50% of its issued and outstanding voting securities or registered capital or to provide loans or other financing to
any company. During 2002, ChipMOS Taiwan engaged in certain transactions as described in more detail in our Form 20-F for the
year ended December 31, 2005 incorporated herein by reference under ltem 7. Major Shareholders and Related Party
Transactions Related Party Transactions Certain Transactions in 2002. In addition, ChipMOS Taiwan purchased NT$242 million
worth of Mosel shares in 2002. ChipMOS Taiwan disposed of NT$84 million of Mosel shares, in 2005. The market value of the
remaining Mosel shares as of March 31, 2006 was approximately NT$17 million. See Notes 4 and 20 to our consolidated financial
statements included in our Form 20-F for the year ended December 31, 2005 for details of the allowances for loss we have made in
2003, 2004 and 2005 incorporated herein by reference against this and other short-term investments. Lee and Li, our ROC special
counsel, has advised us that these transactions do not violate relevant ROC law provisions prohibiting a subsidiary from buying or
taking collateral in shares of companies holding, directly or indirectly, more than 50% of its issued and outstanding voting securities
or registered capital because Mosel s indirect interest (calculated as the product of (a) Mosel s percentage interest in ChipMOS
Bermuda and (b) ChipMOS Bermuda s percentage interest in ChipMOS Taiwan) in ChipMOS Taiwan was less than 50% and
ChipMOS Bermuda is incorporated outside of Taiwan. However, we understand that there is no applicable judicial precedent and
there is some doubt as to how a court would rule if presented with the situation.

If it were to be determined that any of the transactions described above constituted an impermissible financing or purchase of
assets of Mosel by ChipMOS Taiwan or an impermissible purchase of Mosel s equity by ChipMOS Taiwan, then ChipMOS Taiwan s
then chairman and any responsible officers would be jointly and severally liable to ChipMOS Taiwan for any losses suffered by
ChipMOS Taiwan and may also be severally liable criminally for any breach of fiduciary duties that resulted in losses and damages
suffered by ChipMOS Taiwan. Moreover, certain of these transactions may not have been in full compliance with ChipMOS
Taiwan s then applicable internal procedures due to the failure to have received an appropriate valuation opinion prior to entering
into such purchases. The failure to comply fully with ChipMOS Taiwan s then applicable internal procedures could constitute
evidence of a failure by the then chairman of ChipMOS Taiwan and responsible officers to comply fully with their fiduciary duties,
which could result in them being held criminally liable for any breach of fiduciary duties that resulted in losses and damages to
ChipMOS Taiwan. If members of our current management were held to have breached their fiduciary duties or become criminally
liable for the transactions described above, they may become obliged, whether under law or otherwise, to resign from their
respective positions at ChipMOS Bermuda and our affiliates. Any loss of the services of these persons could disrupt our business,
damage our reputation, and cause the market price of our shares to decline.
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The ongoing criminal investigations and trial involving Mr. Hung-Chiu Hu, Mr. Robert Ma Kam Fook and Mr. Jwo-Yi Miao,
our former directors, could have a material adverse effect on our business and cause our stock price to decline.

Mr. Hung-Chiu Hu and Mr. Jwo-Yi Miao are currently on criminal trial in the Taipei District Court, and Mr. Robert Ma Kam Fook is
under criminal investigation by the Taipei Prosecutor s Office, in connection with alleged embezzlement during the 1990s at Pacific
Electric Wire & Cable Co., Ltd., or Pacific Electric, a company incorporated in Taiwan and, until April 28, 2004, listed on the Taiwan
Stock Exchange. Mr. Hu and Mr. Miao have been indicted for offenses including breach of trust and violation of the Taiwan
Commercial Accounting Law and the Taiwan Securities and Exchange Law. Mr. Robert Ma Kam Fook is under investigation in
connection with alleged money laundering activities related to the alleged offenses of Mr. Hu. We understand that the investigations
were initiated after certain directors of Pacific Electric filed a complaint in February 2004 with the Taipei Prosecutor s Office against
Mr. Hu alleging that he embezzled certain corporate funds and misappropriated certain assets while he was an executive vice
president and a director of Pacific Electric. Pacific Electric and its directors have also filed similar lawsuits against certain former
chairmen, directors and officers of Pacific Electric.

On December 21, 2004, our board established a special investigation committee comprised of Messrs. Pierre Laflamme and
Yeong-Her Wang, two of our independent directors. Concurrent with the establishment of the special investigation committee, our
board requested the resignations of Mr. Hu and Mr. Miao, who subsequently resigned from our board on June 2, 2005 and June 8,
2005, respectively. Our board also accepted the resignation of Mr. Robert Ma Kam Fook on December 18, 2004. The special
investigation committee engaged Ernst & Young as its forensic accounting advisor and Baker & McKenzie as its legal advisor to
review transactions that were similar in nature to the transactions that allegedly implicated Messrs. Hu, Miao and Ma at Pacific
Electric as well as significant related party transactions between ChipMOS Bermuda, including its subsidiaries and affiliates, and
Messrs. Hu, Miao and Ma and any companies or entities affiliated with any of them. The special investigation committee also
engaged Hong Kong counsel.

On June 23, 2005, the special investigation committee presented its final report to our Board of Directors. The special investigation
committee concluded that the review conducted by Ernst & Young and Baker & McKenzie did not reveal previously unknown
information regarding losses suffered by ChipMOS Bermuda, other than a potential liability relating to a credit facility entered into
with Trident (Asia) Investments Limited ( Trident ) and HSH Nordbank AG, Hong Kong Branch ( Nordbank ). The special investigation
committee noted that total losses from transactions reviewed by it in the amount of NT$454 million (US$14 million), relating to
impairment losses and realized losses of certain investments, were reflected in our 2002, 2003 and 2004 financial statements, and
a potential decline in the value of our investment in respect of Ultima Technology Corp. (BVI). In 2005, we recognized an
impairment loss of NT$188 million (US$6 million) as a result of the decline in the value of our investment in Ultima Technology
Corp. (BVI). See Notes 4, 7 and 20 to our audited consolidated financial statements contained in our Form 20-F for the year ended
December 31, 2005 incorporated herein by reference. For information regarding the credit facility, see ~ ChipMOS Bermuda and
ChipMOS Hong Kong may be held liable for outstanding loan balances drawn down by Trident as joint borrowers under a credit
facility entered into with Nordbank. The special investigation committee did not make any factual findings as to the business
purpose of the transactions reviewed or as to persons at the Company responsible for such transactions. On August 26, 2005, our
board dissolved the special investigation committee.

Any adverse publicity from the investigation, trial or conviction of Messrs. Hu, Miao or Ma could have a material adverse effect on
our business or cause our stock price to decline.
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ChipMOS Bermuda and ChipMOS Hong Kong may be held liable for outstanding loan balances drawn down by Trident as
joint borrowers under a credit facility entered into with Nordbank.

In January 2003, ChipMOS Bermuda, ChipMOS TECHNOLOGIES (H.K.) Limited (formerly referred to as ChipMOS Far East), or
ChipMOS Hong Kong, and Trident entered into a HK$150 million credit facility with Nordbank. ChipMOS Hong Kong borrowed
funds under the facility in 2003 and repaid them in 2004, and ChipMOS Bermuda has never borrowed under this facility. According
to information provided by Trident, the outstanding loan balance under the credit facility was approximately US$2.3 million as of
March 31, 2006. On November 18, 2004, ChipMOS Bermuda and ChipMOS Hong Kong sent letters to Nordbank seeking to
terminate the credit facility. By letter dated March 21, 2005, Nordbank confirmed receipt of the letters. Nonetheless, as a
joint-borrower under the credit facility, there may be a risk that we may be found liable for any unpaid balances of Trident due under
the credit facility. In April 2006, ChipMOS Bermuda and ChipMOS Hong Kong received an Amended Writ of Summons and
Statement of Claim from Pacific Electric, alleging that certain properties held in trust for Pacific Electric were improperly used to
secure the Nordbank credit facility without Pacific Electric s consent, and that Nordbank s security interests in such properties are
therefore null and void or otherwise unenforceable.

Potential conflicts of interest with our major shareholder and its affiliates may cause us to turn down orders from other
customers.

As of March 31, 2006, Mosel indirectly held a 38.4% interest in us through its subsidiaries Giant Haven Investments Limited and
Mou-Fu Investment Ltd. After this offering, Mosel will own approximately 28.2% of our common shares, or 26.7% if Deutsche Bank
Securities Inc. exercises its over-allotment option in full. Its affiliate, ProMOS, in which Mosel held a 17.3% interest as of March 31,
2006, designs and manufactures DRAM.

Mosel, with its significant ownership interest in us, has the ability to influence our major business decisions, including the allocation
of testing and assembly service capacities and the development of our testing and assembly technologies. Mosel s involvement in
the semiconductor business may lead to conflicts of interest in providing testing and assembly services to our other customers.
Such a situation could damage our relationship with our other customers and could encourage them to divert their business with us
to our competitors. In addition, one of our directors also acts as a director of Mosel. As a result, conflicts of interest between this
director s duty to Mosel and us may arise. For an example of such a conflict of interest, see  Risks Relating to Countries in Which
We Conduct Operations The investment in Mainland China by our controlled consolidated subsidiary, Modern Mind, through
ChipMOS Shanghai, and the related contractual arrangements may result in Mosel violating ROC laws governing investments in
Mainland China by ROC companies or persons. Any sanctions on Mosel as a result of any violation of ROC laws may cause Mosel
to decrease its ownership in us significantly or cause Mosel to take other actions that may not be in the best interest of our other
shareholders. We cannot give any assurances that when conflicts of interest arise, Mosel s director on our board will act in our
interests, or that conflicts of interest will be resolved in our favor. These conflicts may result in the loss of existing or potential
customers.

Any decision by Mosel to pledge or sell its interests in us could result in a change of control in our company and could
cause our stock price to decline.

In order to raise funds, Mosel may decide to pledge or sell our common shares to obtain additional capital. Any pledge or sale of
our common shares by Mosel could result in a change of control in our company and could affect the market price of our common
shares or any
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securities convertible for, or exchangeable into, our common shares, including our outstanding convertible notes. In addition to the
common shares being offered by Mosel in this prospectus supplement, Mosel may be able to sell, in any three-month period, such
number of common shares up to the greater of (i) one percent of our outstanding common shares or (ii) the average weekly trading
volume of our common shares as reported on the Nasdaqg National Market during the four calendar weeks prior to any such sales
pursuant to Rule 144 under the U.S. Securities Act of 1933, as amended, or the Securities Act.

Potential defaults by Mosel under the terms of the joint venture agreement between Mosel and Siliconware Precision
regarding the operation of ChipMOS Taiwan could harm our relationship with Mosel or require us to dilute our
shareholding in ChipMOS Taiwan.

Under the terms of the joint venture agreement between Mosel and Siliconware Precision regarding the operation of ChipMOS
Taiwan, Mosel has agreed to cooperate with Siliconware Precision to ensure that the shares of ChipMOS Taiwan are listed on the
Taiwan Stock Exchange, the GreTai Securities Market or any other stock exchange. Mosel has also agreed to maintain at least a
28.8% equity interest in ChipMOS Taiwan for five years after such listing. We currently have no plans to list ChipMOS Taiwan, and
Mosel currently has no direct equity interest in ChipMOS Taiwan. There can be no assurance that Siliconware Precision may not in
the future seek to enforce against Mosel its obligations under the joint venture agreement. Remedies for breaches by Mosel of, or
non-compliance by Mosel with, the terms of the joint venture agreement may include damages, the right of Siliconware Precision to
purchase from Mosel additional shares of ChipMOS Taiwan or the right of Siliconware Precision to sell to Mosel its shares of
ChipMOS Taiwan. Any litigation or any payments that Mosel will be required to make could strain Mosel s resources or adversely
affect its financial condition, which could in turn adversely affect our relationship with Mosel. Any transfer of ChipMOS Taiwan
shares could affect Mosel s ownership interests in, and its exercise of significant control over, ChipMOS Taiwan or us. As a result of
any breach by Mosel of the joint venture agreement, Siliconware Precision s right to purchase ChipMOS Taiwan shares from Mosel
would be limited to the number of ChipMOS Taiwan shares then owned by Mosel, and Siliconware Precision would be entitled to
require Mosel to purchase all of the ChipMOS Taiwan shares then owned by Siliconware Precision. There can be no assurance
that resolution of any disputes between Siliconware Precision and Mosel in this regard will not have an adverse effect on our
business or financial condition.

Risks Relating to Countries in Which We Conduct Operations

The investment in Mainland China by our controlled consolidated subsidiary, Modern Mind, through ChipMOS Shanghai,
and the related contractual arrangements may result in Mosel violating ROC laws governing investments in Mainland
China by ROC companies or persons. Any sanctions on Mosel as a result of any violation of ROC laws may cause Mosel
to decrease its ownership in us significantly or cause Mosel to take other actions that may not be in the best interest of
our other shareholders.

ROC laws and regulations generally prohibit investment by ROC entities in Mainland China in most aspects of the semiconductor
testing and assembly industry. Investment is defined for this purpose to mean:

establishing a new company or enterprise in Mainland China;

increasing one s equity interest in an existing company or enterprise in Mainland China;
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acquiring shares of an existing company or enterprise in Mainland China (other than shares of publicly traded companies,
acquisition of which is prohibited under current policy of the Investment Commission of the ROC Ministry of Economic
Affairs); or

establishing or expanding a branch office in Mainland China.

We provide our services in Mainland China through ChipMOS Shanghai, a company incorporated under the laws of the PRC and a
wholly-owned subsidiary of Modern Mind. Modern Mind is a company incorporated under the laws of the British Virgin Islands and
is wholly-owned by Jesper Limited, a company incorporated under the laws of the British Virgin Islands. While we do not own any
equity interest in Modern Mind, we control Modern Mind through our ownership of a demand note issued by Modern Mind,
convertible into common shares with a controlling equity interest in Modern Mind at a conversion rate of one common share of
Modern Mind for every US$1.00 if repayment is not made when due. Under accounting principles that are applicable to us, Modern
Mind is our controlled consolidated subsidiary. In addition, we have obtained from Jesper Limited an irrevocable option to acquire
the common shares of Modern Mind then owned by Jesper Limited. Payment under the demand notes is fully and unconditionally
guaranteed by Jesper Limited and secured by a security interest in the entire equity interest in Modern Mind and ChipMOS
Shanghai. We have also entered into other contractual arrangements with regard to ChipMOS Shanghai. For more information, see

Business Our Structure and History MODERN MIND TECHNOLOGY LIMITED and ChipMOS TECHNOLOGIES (Shanghai) LTD.

As the regulations described above are applicable only to entities organized within the ROC with respect to specified investments in
Mainland China made by these entities, in the opinion of Lee and Li, our ROC special counsel, ChipMOS Bermuda s indirect control
over ChipMOS Shanghai through the ownership of demand notes issued by Modern Mind and the above contemplated contractual
arrangements are in compliance with all existing ROC laws and regulations. There are, however, substantial uncertainties

regarding the interpretation and application of ROC laws and regulations, including the laws and regulations governing the
enforcement and performance of our contractual arrangements. Accordingly, we cannot assure you that ROC regulatory authorities
will not take a view contrary to the opinion of our ROC special counsel.

In addition, under current applicable ROC regulations, if a company incorporated in the ROC has directly or indirectly invested in a
company incorporated outside of the ROC and has controlling power over the management and operations of that non-ROC
company, an investment by the non-ROC company in the PRC will constitute an investment by the ROC shareholder that is subject
to ROC laws and regulations. As a result, for the purposes of these regulations, any investment (within the meaning of the ROC
laws regulating investments in Mainland China) by ChipMOS Bermuda in ChipMOS Shanghai may be deemed to be an investment
in Mainland China by Mosel, if Mosel is determined to have controlling power over our management and operations. While the
regulations do not define what constitutes controlling power over management and operations, we understand from our ROC
special counsel, Lee and Li, that, due to Mosel s equity interest in us and representative on our Board of Directors, any conversion
of the convertible notes or demand notes into shares of Modern Mind or other acquisition of shares of Modern Mind or ChipMOS
Shanghai by ChipMOS Bermuda may be deemed an investment in Mainland China by Mosel and require approval by the
Investment Commission of the ROC Ministry of Economic Affairs, or the Investment Commission, and be subject to the prohibitions
described in the first paragraph of this risk factor. As a result, so long as Mosel is deemed to have controlling power over ChipMOS
Bermuda s management and operations, ChipMOS Bermuda may have to choose not to convert
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its convertible notes or demand notes into common shares of Modern Mind in order to avoid any violations by Mosel under these
regulations. As a result, any significant ownership of our common shares by Mosel could materially and adversely restrict our ability
and flexibility in structuring our investment in Mainland China and thereby affect our business prospects.

If Mosel were determined to be in violation of the applicable ROC laws and regulations governing investments in Mainland China,
Mosel may be ordered by the Investment Commission to cease such investment activities in Mainland China within a specified
period of time and may be subject to a fine of between NT$50 thousand and NT$25 million. Mosel could comply with the order of
the Investment Commission either by causing us to terminate our investment activities in Mainland China or by taking actions that
will cause Mosel to cease having controlling power over our management and operations. If Mosel does not comply with the order
of the Investment Commission, the ROC government can impose on the chairman of Mosel up to two years imprisonment, a fine of
up to NT$25 million, or both. We cannot provide any assurance that any actions taken by Mosel to address any orders by the
Investment Commission will be in the best interest of our other shareholders. See  Risks Relating to Our Relationship with

Mosel Potential conflicts of interest with our major shareholder and its affiliates may cause us to turn down orders from other
customers. Any termination or disposal of ChipMOS Shanghai s operations in Mainland China could have a material adverse effect
on our financial condition, results of operations or prospects, as well as the market price of our common shares.

ROC laws and regulations prohibit certain technology cooperation between ROC persons or entities with PRC persons or
entities, and our current technology transfer arrangements between ChipMOS Bermuda and ChipMOS Shanghai may be
found to be in violation of such prohibition, which may result in the termination of such technology transfer arrangements
and therefore have a material adverse effect on the operations of ChipMOS Shanghai and our financial condition and
results of operations.

ROC laws and regulations prohibit any transfer of semiconductor testing and assembly technologies to any person or entity located
in Mainland China, except for transfers involving certain low-end semiconductor testing and assembly technologies, such as
conventional wire bond assembly technology, if certain requirements are met. The ROC Ministry of Economic Affairs has the
ultimate administrative authority in interpreting such laws and regulations. Under a technology transfer agreement, dated August 1,
2002, ChipMOS Bermuda licensed to ChipMOS Shanghai testing and assembly-related technologies that ChipMOS Bermuda
controlled at that time, which included technologies that ChipMOS Bermuda had licensed from ChipMOS Taiwan. ChipMOS
Bermuda also provided technical support and consulting services under this agreement to ChipMOS Shanghai. On April 7, 2004,
ChipMOS Bermuda entered into an assignment agreement with ChipMOS Taiwan, pursuant to which ChipMOS Taiwan transferred
all of the technologies it owned to ChipMOS Bermuda, including those previously licensed to ChipMOS Bermuda. ChipMOS
Bermuda will continue to license such technologies to ChipMOS Shanghai pursuant to the above mentioned technology transfer
agreement dated August 1, 2002.

In the opinion of Lee and Li, our ROC special counsel, our technology transfer arrangements after April 7, 2004 as described above
are in compliance with all applicable ROC laws and regulations. However, substantial uncertainties regarding the interpretation and
application of those laws and regulations exist. Accordingly, we cannot assure you that ROC regulatory authorities will not take a
view contrary to the opinion of our ROC special counsel. If ChipMOS Taiwan were determined to be in violation of applicable ROC
laws and regulations governing technology cooperation with PRC persons and entities, ChipMOS Taiwan may be ordered by the
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Investment Commission to terminate such activity within a specified period of time and may be subject to a fine of between NT$50
thousand and NT$25 million. In addition, if ChipMOS Taiwan does not comply with the order of the Investment Commission, the
ROC government can impose on the chairman of ChipMOS Taiwan up to two years imprisonment, a fine of up to NT$25 million, or
both. Any termination of our current technology transfer to ChipMOS Shanghai could materially adversely affect our Mainland

China operations and our financial condition, results of operations or prospects, as well as the market price of our common shares.

Our current ownership structure and contractual arrangements with Jesper Limited, Modern Mind and ChipMOS Shanghai
may not be effective in providing operational control of our Mainland China operations.

We provide our services in Mainland China through ChipMOS Shanghai, a wholly-owned subsidiary of Modern Mind. While we do
not own any equity interest in Modern Mind, we have a controlling interest in Modern Mind through our ownership of a demand note
issued by Modern Mind. In 2004, we restructured our control of ChipMOS Shanghai and the way we provide our services in
Mainland China through contractual arrangements with Jesper Limited, Modern Mind, and ChipMOS Shanghai. See  The
investment in Mainland China by our controlled consolidated subsidiary, Modern Mind, through ChipMOS Shanghai, and the
related contractual arrangements may result in Mosel violating ROC laws governing investments in Mainland China by ROC
companies or persons. Any sanctions on Mosel as a result of any violation of ROC laws may cause Mosel to decrease its
ownership in us significantly or cause Mosel to take other actions that may not be in the best interest of our other shareholders for
further details on these contractual arrangements. These contractual arrangements, however, may not be as effective in providing
control over our Mainland China operations as would direct ownership in ChipMOS Shanghai.

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

We conduct almost all of our operations through companies that we do not fully own. For example, almost all of our current
consolidated operations are conducted through ChipMOS Taiwan, our 70.4% subsidiary, as of March 31, 2006, and ChipMOS
Shanghai, in which we exercise control without holding any direct or indirect equity interest. We also conduct other activities
through our affiliated entities. In accordance with the various laws of the relevant jurisdictions in which our subsidiaries and affiliates
are organized, each of our subsidiaries and affiliates and their respective directors owe various duties to their respective
shareholders. As a result, the actions we wish our subsidiaries or affiliates to take could be in conflict with their or their directors
legal duties owed to their other shareholders. When those conflicts arise, our ability to cause our subsidiaries or affiliates to take
the action that we desire may be limited.

Any future outbreak of avian influenza, severe acute respiratory syndrome or other new or unusual diseases may
materially affect our operations and business.

An outbreak of a contagious disease such as avian influenza or severe acute respiratory syndrome, for which there is inadequate
treatment or no known cure or vaccine, may potentially result in a quarantine of infected employees and related persons, and
adversely affect our operations at one or more of our facilities or the operations of our customers or suppliers. We cannot predict at
this time the impact any future outbreak could have on our business and results of operations.

S-30

Table of Contents 38



Edgar Filing: CHIPMOS TECHNOLOGIES BERMUDA LTD - Form 424B4

Table of Conten

Strained relations between the Republic of China and the People s Republic of China could negatively affect our
business and the market price of our shares.

Our principal executive offices and most of our testing and assembly facilities are located in Taiwan. The ROC has a unique
international political status. The PRC government regards Taiwan as a renegade province and does not recognize the legitimacy
of the ROC. Although significant economic and cultural relations have been established during recent years between the ROC and
the PRC, relations have often been strained. In March 2005, the PRC government enacted an Anti-Secession Law codifying its
policy of retaining the right to use military force to gain control over Taiwan, particularly under what it considers as highly
provocative circumstances, such as a declaration of independence by Taiwan or the refusal by the ROC to accept the PRC s stated

one China policy. In February 2006, Taiwan President Chen Shui-bian announced the termination of the operation of the National
Unification Council and the Guidelines for National Unification that set the unification with the PRC as the only and ultimate goal of
Taiwan. Such an announcement may strain Taiwan and PRC relations. Past developments in relations between the ROC and the
PRC have on occasion depressed the market prices of the securities of Taiwanese or Taiwan related companies, including our
own. Relations between the ROC and the PRC and other factors affecting military, political or economic conditions in Taiwan could
have a material adverse effect on our financial condition and results of operations, as well as the market price and the liquidity of
our common shares.

We are vulnerable to disasters and other events disruptive to our business and operations.

We currently provide most of our testing services through our facilities in the Hsinchu Industrial Park and the Hsinchu Science Park
in Taiwan and all of our assembly services through our facility in the Southern Taiwan Science Park in Taiwan. Significant damage
or other impediments to these facilities as a result of natural disasters, industrial strikes or industrial accidents could significantly
increase our operating costs.

Taiwan is particularly susceptible to earthquakes and typhoons. For example, in late 1999, Taiwan suffered severe earthquakes
that caused significant property damage and loss of life, particularly in the central part of Taiwan. These earthquakes damaged
production facilities and adversely affected the operations of many companies involved in the semiconductor and other industries.
We experienced NT$1 million in damages to our machinery and equipment, NT$6 million in damages to our facilities, NT$1 million
in damages to our inventory and five days of delay in our production schedule as a result of these earthquakes.

In addition, the production facilities of many of our suppliers and customers and providers of complementary semiconductor
manufacturing services, including foundries, are located in Taiwan. If our customers are affected, it could result in a decline in the
demand for our testing and assembly services. If our suppliers and providers of complementary semiconductor manufacturing
services are affected, our production schedule could be interrupted or delayed. As a result, a major earthquake, natural disaster or
other disruptive event in Taiwan could severely disrupt the normal operation of business and have a material adverse effect on our
financial condition and results of operations.
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Our ability to receive dividends and other payments from our subsidiaries may be restricted by commercial, statutory and
legal restrictions, and thereby materially adversely affect our ability to grow, fund investments, make acquisitions, pay
dividends, repay or repurchase outstanding indebtedness and otherwise fund and conduct our business.

We are a holding company, and our most significant asset is our ownership interest in ChipMOS Taiwan. Although we control
ChipMOS Shanghai through Modern Mind, we do not hold any equity interest in these entities due to ROC regulatory restrictions on
investments in Mainland China. As long as we do not hold any equity interest in these entities, we are not entitled to any dividends
distributed by these entities and our contractual arrangements may not effectively prevent these entities from declaring any
dividends to their shareholders. Dividends we receive from our subsidiaries, if any, will be subject to taxation.

The ability of our subsidiaries to pay dividends, repay intercompany loans from us or make other distributions to us is restricted by,
among other things, the availability of funds, the terms of various credit arrangements entered into by our subsidiaries, as well as
statutory and other legal restrictions. In addition, although there are currently no foreign exchange control regulations which restrict
the ability of our subsidiaries located in Taiwan to distribute dividends to us, we cannot assure you that the relevant regulations will
not be changed and that the ability of our subsidiaries to distribute dividends to us will not be restricted in the future. A Taiwan
company is generally not permitted to distribute dividends or to make any other distributions to shareholders for any year in which it
did not have either earnings or retained earnings (excluding reserves). In addition, before distributing a dividend to shareholders
following the end of a fiscal year, the company must recover any past losses, pay all outstanding taxes and set aside 10% of its
annual net income (less prior years losses and outstanding taxes) as a legal 