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                         PART I - FINANCIAL INFORMATION 
             ITEM 1 - CONSOLIDATED CONDENSED FINANCIAL INFORMATION 
 
 
                      DIODES INCORPORATED AND SUBSIDIARIES 
                      CONSOLIDATED CONDENSED BALANCE SHEET 
 
 
                                     ASSETS 
 
                                               
                                             
                                                 (UNAUDITED)    
                                                SEPTEMBER 30,      DECEMBER 31, 
                                                    1995               1994 
                                                ------------       ------------ 
                                                              
CURRENT ASSETS                                   
  Cash                                          $    472,358       $  1,733,078 
  Accounts receivable                                             
    Customers                                      9,868,559          6,020,277 
    Other                                            191,173            244,416 
                                                ------------       ------------             
                                                  10,059,732          6,264,693 
    Less allowance for doubtful receivables          203,840            169,898 
                                                ------------       ------------             
                                                   9,855,892          6,094,795 
  Inventories                                                     
    Finished Goods                                11,640,095          6,435,332 
    Work-in-process                                  260,545            158,900 
    Raw materials                                    370,278            420,694 
                                                ------------       ------------             
                                                  12,270,918          7,014,926 
                                                                    
  Deferred income taxes                              815,052            815,052 
  Prepaid expenses and other                         317,161            220,128 
                                                ------------       ------------             
        TOTAL CURRENT ASSETS                      23,731,381         15,877,979 
                                                                    
PROPERTY, PLANT, AND EQUIPMENT - at cost, net      1,573,530          1,595,941 
                                                                    
OTHER ASSETS                                         625,668             71,169 
                                                ------------       ------------             
TOTAL ASSETS                                    $ 25,930,579       $ 17,545,089 
                                                ============       ============ 
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                      DIODES INCORPORATED AND SUBSIDIARIES 
                      CONSOLIDATED CONDENSED BALANCE SHEET 
 
 
                      LIABILITIES AND STOCKHOLDERS' EQUITY 
 
 
 
 
                                                                           (UNAUDITED) 
                                                                           SEPTEMBER 30,           DECEMBER 31, 
                                                                               1995                    1994 
                                                                           -------------           ------------ 
                                                                                              
CURRENT LIABILITIES 
    Notes payable                                                          $  3,550,654            $          0 
    Trade accounts payable                                                    3,886,877               3,543,496 
    Accrued liabilities                                                       2,774,677               1,710,687 
    Income taxes payable                                                        942,612               1,173,209 
    Current portion of long term debt                                            39,061                  40,208 
                                                                           ------------            ------------ 
                 TOTAL CURRENT LIABILITIES                                   11,193,881               6,467,600 
 
LONG TERM OBLIGATION, less current maturities                                   256,146                 293,526 
 
DEFERRED COMPENSATION PAYABLE                                                        --                  13,710 
 
STOCKHOLDERS' EQUITY 
    Preferred stock - par value $1.00 per share; 
         1,000,000 shares authorized; 169,629 
         shares issued at December 31, 1994 and 
         September 30, 1995.                                                         --                 169,629 
    Common stock - par value $0.66 2/3 per share; 
         9,000,000 shares authorized; 5,343,124 and 5,675,419 
         shares issued at December 31, 1994 and September 30, 
         1995, respectively.                                                  3,783,976               3,562,499 
    Additional paid-in capital                                                5,084,464               4,791,826 
    Retained earnings                                                         7,394,345               4,028,532 
                                                                           ------------            ------------ 
                                                                             16,262,785              12,552,486 
    Less: 
         Treasury stock - 717,115 Common shares, at cost                      1,782,233               1,782,233 
                                                                           ------------            ------------ 
                 TOTAL STOCKHOLDERS' EQUITY                                  14,480,552              10,770,253 
                                                                           ------------            ------------ 
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY                                 $ 25,930,579            $ 17,545,089 
                                                                           ============            ============ 
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                      DIODES INCORPORATED AND SUBSIDIARIES 
                  CONSOLIDATED CONDENSED STATEMENTS OF INCOME 
                                  (Unaudited) 
 
 
 
 
                                             THREE MONTHS ENDED                             NINE MONTHS ENDED 
                                                SEPTEMBER 30,                                  SEPTEMBER 30, 
                                      ---------------------------------               ------------------------------- 
                                          1995                  1994                     1995                1994 
                                      -----------           -----------               -----------         ----------- 
                                                                                               
NET SALES                             $15,355,870           $ 9,887,311               $44,133,924         $28,112,596 
Cost of goods sold                     10,923,904             7,078,635                31,620,554          20,253,901 
 
    Gross profit                        4,431,966             2,808,676                12,513,370           7,858,695 
 
Selling, general and 
  administrative expenses               2,483,398             1,841,839                 7,362,988           5,361,078 
                                       ----------           -----------               -----------         ----------- 
    Income from operations              1,948,568               966,837                 5,150,382           2,497,617 
 
Other income (expense) 
    Interest income                         2,744                21,106                    21,736              37,410 
    Interest expense                      (76,242)               (7,765)                 (119,543)            (55,170) 
    Commissions and other                 191,277                99,011                   387,030             332,483 
                                       ----------           -----------               -----------         ----------- 
                                          117,779               112,352                   289,223             314,723 
 
INCOME BEFORE INCOME TAXES              2,066,347             1,079,189                 5,439,605           2,812,340 
Provision for income taxes                805,272               440,630                 2,073,788           1,108,310 
                                       ----------           -----------               -----------         ----------- 
NET INCOME                             $1,261,075           $   638,559               $ 3,365,817         $ 1,704,030 
                                       ==========           ===========               ===========         =========== 
EARNINGS PER SHARE 
    PRIMARY                            $     0.24           $      0.12               $      0.65         $      0.33 
                                                                                                              
    FULLY-DILUTED                      $     0.24           $      0.12               $      0.64         $      0.33 
                                       ==========           ===========               ===========         =========== 
 
Weighted average shares outstanding   
    Primary                             5,276,127             5,123,733                 5,206,042           5,134,635 
    Fully-diluted                       5,276,127             5,123,733                 5,255,624           5,134,635 
                                       ==========           ===========               ===========         =========== 
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                      DIODES INCORPORATED AND SUBSIDIARIES 
                CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS 
                                  (Unaudited) 
 
 
 
                                                                                NINE MONTHS ENDED 
                                                                                  SEPTEMBER 30, 
                                                                      ------------------------------------- 
                                                                           1995                    1994 
                                                                      -------------           ------------- 
                                                                                         
CASH FLOWS FROM OPERATING ACTIVITIES 
    Net income                                                        $   3,366,000           $   1,704,000 
    Adjustments to reconcile net income to net cash 
      provided (used) by operating activities: 
         Depreciation and amortization                                     238,000                 240,000 
         Increase in allowance for doubtful accounts                        34,000                   6,000 
         Equity in Joint Venture earnings                                       --                 (71,000) 
         (Gain) on sale of property, plant and equipment, net              (73,000)                 (4,000) 
    (Increase) decrease in operating assets: 
         Accounts receivable                                            (3,795,000)             (2,035,000) 
         Inventories                                                    (5,256,000)                672,000 
         Prepaid expenses and other                                       (652,000)                 21,000 
    (Decrease) increase in operating liabilities: 
         Trade accounts payable                                            344,000               1,090,000 
         Accrued liabilities                                               833,000               1,220,000 
         Deferred compensation payable                                     (14,000)                (33,000) 
                                                                      ------------            ------------ 
             Net cash provided (used) by operations                     (4,975,000)              2,810,000 
 
CASH FLOWS FROM INVESTING ACTIVITIES 
    Purchase of property, plant and equipment                             (289,000)               (442,000) 
    Proceeds from sale of equipment                                        147,000                  14,000 
    Investment in subsidiary                                                    --                 400,000 
                                                                      ------------            ------------ 
             Net cash (used) by investing activities                      (142,000)                (28,000) 
 
CASH FLOWS FROM FINANCING ACTIVITIES 
    Advances (payments) on line of credit, net                           3,551,000              (2,000,000) 
    Proceeds from issuance of stock                                        344,000                 162,000 
    Repayments of long-term obligations                                    (39,000)               (103,000) 
                                                                      ------------            ------------ 
             Net cash provided (used) by financing activities            3,856,000              (1,942,000) 
                                                                      ------------            ------------ 
INCREASE (DECREASE) IN CASH                                           $ (1,261,000)           $    840,000 
 
CASH AT BEGINNING OF PERIOD                                           $  1,733,000            $    802,000 
                                                                      ------------            ------------ 
CASH AT END OF PERIOD                                                 $    472,000            $  1,642,000 
                                                                      ============            ============ 
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                      DIODES INCORPORATED AND SUBSIDIARIES 
              NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 
                                  (Unaudited) 
 
 
NOTE A - Basis of Presentation 
 
                 The accompanying unaudited consolidated, condensed financial 
statements have been prepared in accordance with the instruction to Form 10-Q 
and Rule 10-01 of Regulation S-X.  Accordingly, they do not include all of the 
information and footnotes required by generally accepted accounting principles 
for complete financial statements.  In the opinion of management, all 
adjustments (consisting of normal recurring accruals) considered necessary for 
a fair presentation of the financial position and results of operations have 
been included.  Operating results for interim periods are not necessarily 
indicative of the results that may be expected for the full year.  For further 
information, refer to the consolidated financial statements and footnotes 
thereto included in the Company's annual report in Form 10-K for the calendar 
year ended December 31, 1994. 
 
 
NOTE B - Income Taxes 
 
                 Effective January 1, 1993, the Company adopted Financial 
Accounting Standards Board's Statement of Financial Accounting Standards No. 
109, "Accounting for Income Taxes."  This pronouncement requires that taxes be 
provided based upon the tax rate at which the items of income and expense are 
expected to be settled in the Company's tax return. 
 
                 SFAS No. 109 requires the recognition of deferred tax assets 
and liabilities for both the expected future tax impact of differences between 
the financial statement and tax basis of assets and liabilities, and for the 
expected future tax benefit to be derived from tax loss carryforwards.  SFAS 
No. 109 additionally requires the establishment of a valuation allowance to 
reflect the likelihood of realization of deferred tax assets. 
 
                 Accordingly, the Company has recorded a net deferred tax asset 
resulting from net deductible temporary differences in the amount of $815,052. 
This deferred tax asset results primarily from inventory reserves and expense 
accruals which are not currently deductible for federal income tax purposes. 
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                         PART I - FINANCIAL INFORMATION 
 
                 ITEM 2 - MANAGEMENT'S DISCUSSION AND ANALYSIS 
                OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
 
 
         FINANCIAL CONDITION 
 
                 Net sales for the three months and nine months ended September 
30, 1995 were, respectively, $15.4 million, a 55.3% increase, and $44.1 
million, a 57.0% increase over the comparable periods in 1994.  These increases 
can be attributed in large part to continued strong industry demand for 
discrete semiconductors as well as the Company's concerted marketing program - 
in particular, its pursuit of both medium-sized OEMs and larger strategic 
accounts that especially value the Company's broad product line, its technical 
expertise, and its ability to meet diverse customer requirements.  Also 
important in the growth of net sales was the introduction of a new product 
offering of small signal transistors in late 1994, and the Company's ongoing 
program to build customer loyalty through superior customer service.  Essential 
to the Company's recent growth has been the ability to procure ever increasing 
numbers of high-quality components at competitive prices; in addition to 
working closely with its existing suppliers, the Company has continued its 
program of aggressively seeking new sourcing opportunities. 
 
                 Gross margins for the three months and nine months ended 
September 30, 1995 were, respectively, 28.9% and 28.4%, versus 28.4% and 28.0% 
in the comparable periods in 1994.  This improvement in margins is reflective 
of the continued rise in demand for the Company's products.  In addition, 
selling, general and administrative expenses ("SG&A") decreased as a percentage 
of net sales from 18.6% to 16.2% for the comparable three month period and from 
19.1% to 16.7% for the comparable nine month period.  When compared to the 
respective three month and nine month periods ended September 30, 1994, 
respectively; (i) income from operations in 1995 increased 101.5% and 106.2%; 
(ii) other income increased 4.8% and decreased 8.1%; (iii) pre-tax income 
increased 91.5% and 93.4%; and (iv) net income increased 97.5% and 97.5%.  The 
Company maintained adequate working capital to support its continued growth in 
net sales. 
 
                 In July 1995, the Company's major shareholder, Lite On Power 
Semiconductor Corporation ("LPSC"), converted its 169,629 shares of Class A 
Convertible Preferred Stock to common stock on a one share to one share basis. 
 
 
                 Reliance on Foreign Sources.  For the past several years, 
nearly all of the Company's net sales (like those of most other companies in 
the industry) have been derived from products purchased from overseas suppliers 
or from U.S. companies whose products are manufactured overseas.  The Company 
anticipates that this dependence on foreign sources of its products will 
continue for the foreseeable future. 
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                 Foreign sourcing exposes the Company to certain risks common 
to companies doing business overseas:  these risks include the difficulty and 
expense of maintaining foreign sourcing channels, cultural and institutional 
barriers to trade, fluctuations in currency exchange rates, political 
instability, transportation delays, expropriation, tariffs, import and export 
controls (including export licenses and changes in the allocation of quotas), 
and other U.S. and foreign regulations that may apply to the export and import 
of the Company's products, and which could have a material adverse effect on 
the Company.  The Company attempts to reduce the risk of doing business in 
foreign countries by, among other things, contracting in U.S. dollars, and, 
when possible, maintaining multiple sourcing of product groups from several 
countries. 
 
 
                 Volatility of Demand, Availability of Parts and Relationship 
with Suppliers.  The main consumers of discrete semiconductor parts are the 
computer, subassembly, telecommunication, and consumer electronic industries, 
which are characterized by volatile customer demand.  In recent years, 
competition within these industries, rapid technological advances, frequent 
introduction of new products and product enhancements (including smaller and 
more portable electronic products), and high consumer demand have been 
principally responsible for a significant increase in the demand of discrete 
semiconductor parts.  As a result, there has been and continues to be 
significant competition for the world wide availability of discrete 
semiconductor parts. 
 
                 The Company attempts to meet the volatility of demand for 
discrete semiconductor parts by (i) aggressively identifying new sources of 
products, (ii) forming joint ventures and alliances with manufacturers and 
distributors, and (iii) having a geographically diverse mix of manufacturers 
and suppliers, located in Taiwan, China, Germany, Japan, France, the 
Philippines, India, Thailand and the United States.  Within the last two years, 
the Company has observed that the demand for semiconductor parts has been 
stronger than the supply and, therefore, has had to decline some orders because 
of the limited availability of these products. 
 
                 The Company purchases products from over 20 suppliers.  Among 
the Company's major suppliers are ITT, LPSC, and Shen Jiang Corporation.  For 
the first nine months of 1995, products purchased from these suppliers 
accounted for approximately 41.7%, 15.3%, and 5.3%, respectively, of the 
Company's net sales. 
 
                 The Company has several supply agreements, some short-term, 
others long-term, but believes that its success depends, in large part, on 
developing long-term relationships with current suppliers, as well as on 
developing new relationships with suppliers for its existing and future product 
lines. Further, although the Company believes that there exist alternative 
sources for the products of any of its suppliers, the loss of any one of its 
principal suppliers or the loss of several suppliers in a short period of time 
could have a materially adverse effect on the Company. 
 
                 In September 1995, the Company became aware that ITT 
Corporation had reached a preliminary agreement with Telefunken Microelectronic 
GmbH ("Temic", a subsidiary of Daimler-Benz Corporation) regarding the sale of 
ITT's semiconductor operation ("ITT Semiconductors").  It was further 
understood that the transaction is subject to the execution of a definitive 
agreement, 
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government approvals, and approval of the respective boards of directors. 
Spokesmen for ITT and Temic indicated that the transaction will involve no 
significant changes to either organization, and that all customer commitments 
will continue to be honored.  In any event, the Company will continue its 
efforts to aggressively search for new sourcing opportunities to reduce 
reliance on a limited number of suppliers and to support growing customer 
demand. 
 
                 The following discussion explains in greater detail the 
consolidated operating results and financial condition of the Company.  This 
discussion should be read in conjunction with the consolidated financial 
statements and notes thereto appearing elsewhere in this quarterly report. 
 
 
  RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED SEPTEMBER 30, 1995 AND 1994 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
Net Sales                                        $ 15,355,870           $ 9,887,311 
 
 
                 The Company's 1995 comparative increase in net sales of 
approximately $5.5 million, or 55.3%, was primarily a result of a continued 
strong industry demand for discrete semiconductors as well as the Company's 
concerted marketing program to pursue both medium-sized OEMs and larger 
strategic accounts that especially value the Company's broad product line, its 
technical expertise, and its ability to meet diverse customer requirements. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
Gross Profit                                     $ 4,431,966            $ 2,808,676 
Gross Margin Percentage                             28.9%                  28.4% 
 
 
                 The Company's gross profit for the three months ended 
September 30, 1995, increased approximately $1.6 million or 57.8%, primarily 
due to the 55.3% increase in net sales.  The gross margin percentage increased 
1.8%, resulting from increased product demand and improvements in service to 
the Company's customers. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
SG&A                                             $ 2,483,398            $ 1,841,839 
 
 
                 The Company's SG&A for the three months ended September 30, 
1995, increased approximately 34.8%, while net sales increased 55.3% compared 
to the same period last year. This $642,000 increase was primarily attributable 
to increased commissions paid to outside sales representatives and 
distributors, and an increase in overall wages and benefits.  The total SG&A as 
a percentage of net sales actually decreased from 18.6% in 1994 to 16.2% in 
1995, a 14.8% decrease. 
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                                                     1995                  1994 
                                                     ----                  ---- 
                                                                    
Income from Operations                           $ 1,948,568             $ 966,837 
 
 
                 The Company's fiscal 1995 comparative increase in operating 
profit of approximately $982,000, or 101.5%, is primarily the net result of the 
Company's significant increase in net sales and gross profit, as well as 
continued efforts to control SG&A, which resulted in a decrease in SG&A as a 
percentage of net sales. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                    
Interest Income                                    $  2,744              $ 21,106 
Interest Expense                                   $ 76,242              $  7,765 
 
 
                 The Company's interest income for the three months ended 
September 30, 1995, decreased 87.0% compared to the same period last year as 
the Company maintained adequate working cash. 
 
                 The Company's interest expense for the three months ended 
September 30, 1995 increased approximately $68,000, primarily as a result of an 
increase in the Company's usage of its revolving line of credit to 
approximately $3.6 million, primarily for increased inventory to support 
increased sales. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                    
Commissions and Other Income                      $ 191,277              $ 99,011 
 
 
                 The Company's other income for the three months ended 
September 30, 1995, increased approximately $92,000, or 93.2% compared to 
commissions and other income for the same period in 1994.  This increase in 
commissions and other income is primarily attributed to increased sales 
commissions received. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
Pre-tax Income                                   $ 2,066,347            $ 1,079,189 
 
 
                 The Company's pre-tax income for the three months ended 
September 30, 1995, increased approximately $987,000 or 91.5%, primarily due to 
the 55.3% increase in net sales, combined with a 14.8% decrease in SG&A as a 
percentage of net sales. 
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                                                     1995                  1994 
                                                     ----                  ---- 
                                                                    
Provision for income taxes                        $ 805,272              $ 440,630 
 
 
                 The Company's provision for income taxes for the three months 
ended September 30, 1995, amounts to 39.0% of income before taxes, as compared 
to 40.8% for the three months ended September 30, 1994.  The provision includes 
an estimate of income tax in the United States, Taiwan, and California. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                    
Net Income                                       $ 1,261,075             $ 638,559 
Primary Earnings Per Share                          $ 0.24                $ 0.12 
 
 
                 The Company's net income for the three months ended September 
30, 1995, increased 97.5% or approximately $623,000 compared to the same period 
in 1994.  Both primary and fully-diluted earnings per share increased 100% for 
the three months ended September 30, 1995, compared to the three months ended 
September 30, 1994.  Increases in both net income and primary and fully-diluted 
earnings per share are primarily attributable to a 55.3% increase in net sales, 
and a 1.8% increase in gross margin, combined with an 14.8% decrease in SG&A as 
a percentage of net sales. 
 
 
  RESULTS OF OPERATIONS FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1995 AND 1994. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                  
Net Sales                                        $ 44,133,924          $ 28,112,596 
 
 
                 The Company's 1995 comparative increase in net sales of 
approximately $5.5 million, or 55.3%, was primarily a result of a continued 
strong industry demand for discrete semiconductors as well as the Company's 
concerted marketing program to pursue both medium-sized OEMs and larger 
strategic accounts that especially value the Company's broad product line, its 
technical expertise, and its ability to meet diverse customer requirements. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
Gross Profit                                     $ 12,513,370           $ 7,858,695 
Gross Margin Percentage                             28.4%                  28.0% 
 
 
                 The Company's gross profit for the nine months ended September 
30, 1995, increased approximately $4.7 million or 59.2%, primarily due to the 
57.0% increase in net sales.  The gross margin percentage increased 1.4%, 
resulting from increased product demand and improvements in service to its 
customers. 
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                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
SG&A                                             $ 7,362,988            $ 5,361,078 
 
 
                 The Company's SG&A for the nine months ended September 30, 
1995, increased approximately 37.3%, while net sales increased 57.0% compared 
to the same period last year. This $2.0 million increase was primarily 
attributable to increased commissions paid to outside sales representatives and 
distributors, and an increase in overall wages and benefits.  The total SG&A as 
a percentage of net sales actually decreased from 19.1% in 1994 to 16.7% in 
1995, a 14.4% decrease. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
Income from Operations                           $ 5,150,382            $ 2,497,617 
 
 
                 The Company's fiscal 1995 comparative increase in operating 
profit of approximately $2.7 million, or 106.2%, is primarily the net result of 
the Company's significant increase in net sales and gross profit, as well as 
continued efforts to control SG&A, which resulted in a decrease in SG&A as a 
percentage of net sales. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                    
Interest Income                                   $  21,736              $ 37,410 
Interest Expense                                  $ 119,543              $ 55,170 
 
 
                 The Company's interest income for the nine months ended 
September 30, 1995, decreased 41.9% compared to the same period last year as 
the Company maintained adequate working cash. 
 
                 The Company's interest expense for the nine months ended 
September 30, 1995 increased approximately $64,000 or 116.7%, primarily as a 
result of an increase in the Company's usage of its revolving line of credit to 
approximately $3.6 million, primarily for increased inventory to support 
increased sales. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                    
Commissions and Other Income                      $ 387,030              $ 332,483 
 
 
                 The Company's commissions and other income for the nine months 
ended September 30, 1995, increased approximately $54,500, or 16.4% compared to 
other income for the same period in 1994.  This increase in other income is 
primarily attributed to increased commissions received. 
 
 
 
 
 
                                        
                                       13 



   14 
 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
Pre-tax Income                                   $ 5,439,605            $ 2,812,340 
 
 
                 The Company's pre-tax income for the nine months ended 
September 30, 1995, increased approximately $2.6 million or 93.4%, primarily 
due to the 57.0% increase in net sales, combined with a 14.4% decrease in SG&A 
as a percentage of net sales. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
Provision for income taxes                       $ 2,073,788            $ 1,108,310 
 
 
                 The Company's provision for income taxes for the nine months 
ended September 30, 1995, amounts to 38.1% of income before taxes, as compared 
to 39.4% for the nine months ended September 30, 1994.  The provision includes 
an estimate of income tax in the United States, Taiwan, and California. 
 
 
 
 
                                                     1995                  1994 
                                                     ----                  ---- 
                                                                   
Net Income                                       $ 3,365,817            $ 1,704,030 
Primary Earnings Per Share                          $ 0.65                $ 0.33 
 
 
                 The Company's net income for the nine months ended September 
30, 1995, increased 97.5% or approximately $1.7 million compared to the same 
period in 1994.  Primary earnings per share increased 97.0% for the nine months 
ended September 30, 1995, compared to the nine months ended September 30, 1994, 
and fully-diluted earnings per share increased 93.9% for the nine months ended 
September 30, 1995, compared to the nine months ended September 30, 1994. 
Increases in both net income and primary and fully-diluted earnings per share 
are primarily attributable to a 57.0% increase in net sales, and a 1.4% 
increase in gross margin, combined with a 14.4% decrease in SG&A as a 
percentage of net sales. 
 
 
         LIQUIDITY AND CAPITAL RESOURCES 
 
                The ratio of the Company's current assets to current 
liabilities on September 30, 1995, was 2.12 to 1 compared to a ratio of 2.46 to 
1 as of December 31, 1994.  The Company anticipates it will continue to utilize 
its line of credit to support continued growth.  In August 1995, the Company 
temporarily increased its line of credit to $6.0 million while negotiating a 
new credit agreement and term commitment loan.  See "Item 6. Exhibits and 
Reports on Form 8-K."  On November 1, 1995 the Company entered into a new line 
of credit agreement for $10.0 million expiring November 1, 1996.  The Company 
also established a term commitment loan for $4.0 million, expiring November 1, 
2001.  This increased credit facility will be used to provide financing for 
additional sourcing through various financing arrangements.  See "Item 6. 
Exhibits and Reports on Form 8-K."  As of September 30, 1995 the Company has 
utilized approximately $3.6 million of its line of credit and the Company has 
yet to utilize the term loan. 
 
                The Company believes that the availability of this credit line, 
together with internally generated funds, will be sufficient to meet the 
Company's currently foreseeable operating cash 
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requirements.  The Company believes that its working capital will be sufficient 
for anticipated growth; however, the Company continues to evaluate its cash 
position and may seek to increase its line of credit to support inventory and 
future sales growth.  The Company's total working capital increased to $12.5 
million as of September 30, 1995, from $9.4 million as of December 31, 1994, 
primarily as a result of the 57.0% increase in net sales and related positive 
cash flow in 1995.  Notes payable increased to $3.6 million to fund a 80.9% 
increase in inventories, supporting the 57.0% increase in net sales.  Accounts 
receivable also increased 61.7%, primarily as a result of the net sales 
increase. 
 
                 To ensure that the Company can secure reliable and cost 
effective sourcing to support and better position itself for growth, the 
Company is continuously evaluating additional sources of products.  The Company 
believes its financial position will provide sufficient funds should an 
appropriate investment opportunity arise.  This will also help the Company 
improve customer satisfaction and increase product market penetration.  The 
Company's debt to equity ratio increased to 0.79 at September 30, 1995, from 
0.63 at December 31, 1994.  The Company anticipates this ratio may increase as 
the Company continues to use its line of credit to support forecasted sales 
growth. 
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                          PART II - OTHER INFORMATION 
 
 
         ITEM 1.  LEGAL PROCEEDINGS 
 
                 There are no matters to be reported under this heading. 
 
 
         ITEM 2.  CHANGES IN SECURITIES 
 
                 There are no matters to be reported under this heading. 
 
 
         ITEM 3.  DEFAULTS UPON SENIOR SECURITIES 
 
                 There are no matters to be reported under this heading. 
 
 
         ITEM 4.  SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS. 
 
                 There are no matters to be reported under this heading. 
 
 
         ITEM 5.  OTHER INFORMATION 
 
                 There are no matters to be reported under this heading. 
 
 
         ITEM 6.  EXHIBITS AND REPORTS ON FORM 8-K 
 
                 (a) Exhibits 
 
                     Exhibit 10.11 - $6.0 Million Revolving Line of Credit Note 
 
                     Exhibit 10.12 - Credit Agreement between Wells Fargo Bank 
                                     and the Company dated November 1, 1995 
 
                     Exhibit 11 -    Computation of Earnings Per Share for the 
                                     for the three months and nine months ended 
                                     September 30, 1995 and September 30, 1994 
 
                     Exhibit 27 - Financial Data Schedule 
 
                 (b) Reports on Form 8-K 
 
                          None 
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                                   SIGNATURE 
 
 
                 Pursuant to the requirements of the Securities Exchange Act of 
1934, the Registrant has duly caused this report to be signed on its behalf by 
the undersigned, thereunto duly authorized. 
 
 
DIODES INCORPORATED (Registrant) 
 
 
 
/s/ Joseph Liu                                              November 7, 1995 
JOSEPH LIU 
Vice President, Secretary 
and Chief Financial Officer 
(Principal Financial and Accounting Officer) 
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                                  EXHIBIT 10.11 
 
                         REVOLVING LINE OF CREDIT NOTE 
 
 
  $6,000,000.00                                     Woodland Hills, California 
                                                                August 1, 1995 
         
        FOR VALUE RECEIVED, the undersigned DIODES INCORPORATED ("Borrower") 
promises to pay to the order of WELLS FARGO BANK, NATIONAL ASSOCIATION ("Bank") 
at its office at Warner Ranch RCBO, 6001 Topanga Canyon Blvd., Suite #205, 
Woodland Hills, California, or at such other place as the holder hereof may 
designate, in lawful money of the United States of America and in immediately 
available funds, the principal sum of Six Million Dollars ($6,000,000.00), or 
so much thereof as may be advanced and be outstanding, with interest thereon, 
to be computed on each advance from the date if its disbursement (computed on 
the basis of a 360-day year, actual days elapsed) either (i) at a fluctuating 
rate per annum equal to Prime Rate in effect from time to time or (ii) at a 
fixed rate per annum determined by Bank to be one and one quarter percent 
(1.25%) above Bank's LIBOR in effect on the first day of the applicable Fixed 
Rate Term.  When interest is determined in relation to the Prime Rate, each on 
the date each Prime Rate change is announced within Bank.  With respect to each 
LIBOR option selected hereunder, Bank is hereby authorized to note the date, 
principal amount, interest rate and Fixed Rate Term applicable thereto and any 
payments made thereon on Bank's books and records (either manually or by 
electronic entry) and/or on any schedule attached to this Note, which notations 
shall be prima facie evidence of the accuracy of the information noted. 
 
A.      DEFINITIONS: 
 
        As used herein, the following terms shall have the meanings set forth  
after each: 
 
        1.      "Business Day" means any day except a Saturday, Sunday or any 
other day designated as a holiday under Federal or California statute or 
regulation. 
 
        2.      "Fixed Rate Term" means a period commencing on a Business Day  
and continuing for not less than thirty (30) days, as designated by Borrower, 
during which all or a portion of the outstanding principal balance of this Note 
bears interest determined in relation to Bank's LIBOR; provided however, that 
no Fixed Rate Term may be selected for a principal amount less than Two Hundred 
Fifty Thousand Dollars ($250,000.00); and provided further, that no Fixed Rate 
Term shall extend beyond the scheduled maturity date hereof.  If any Fixed Rate 
Term would end on a day which is not a Business Day, then such Fixed Rate Term 
shall be extended to the next succeeding Business Day. 
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        3.      "LIBOR" means the rate per annum (rounded upward, if necessary  
to the nearest whole 1/8 of 1%) and determined pursuant to the following  
formula: 
 
    LIBOR =                  Base LIBOR                         
                  ------------------------------- 
                  100% - LIBOR Reserve Percentage 
 
        (a)     "Base LIBOR" means the rate per annum for United States dollar 
deposits quoted by Bank as the Inter-Bank Market Offered Rate, with the 
understanding that such rate is quoted by Bank for the purpose of calculating 
effective rates of interest for loans making reference thereto, on the first 
day of a Fixed Rate Term for delivery of funds on said date for a period of 
time approximately equal to the principal amount to which such Fixed Rate Term 
applies.  Borrower understands and agrees that Bank may base its quotation of 
the Inter-Bank Market Offered Rate upon such offers or other market indicators 
of the Inter-Bank Market as Bank in its discretion deems appropriate including, 
but not limited to, the rate offered for U.S. dollar deposits on the London 
Inter-Bank Market. 
 
        (b)     "LIBOR Reserve Percentage" means the reserve percentage  
prescribed by the Board of Governors or the Federal Reserve System (or any 
successor) for "Eurocurrency Liabilities" (as defined in Regulation D of the 
Federal Reserve Board, as amended), adjusted by Bank for expected changes in 
such reserve percentage during the applicable Fixed Rate Term. 
 
        4.      "Prime Rate" means at any time the rate of interest most  
recently announced within Bank at its principal office in San Francisco as its  
Prime Rate, with the understanding that the Prime Rate is one of Bank's base 
rates and serves as the basis upon which effective rates of interest are 
calculated for those loans making reference thereto, and is evidenced by the 
recording thereof after its announcement in such internal publication or 
publications as Bank may designate. 
 
B.      INTEREST: 
 
        1.      Payment of Interest.  Interest accrued on this Note shall be 
payable on the first day of each month, commencing September 1, 1995 
 
        2.      Selection of Interest Rate Options.  At any time any portion of 
the outstanding principal balance of this Note bears interest undetermined in 
relation to Bank's LIBOR, it may be continued by Borrower at the end of the 
Fixed Rate Term applicable thereto so that it bears interest determined in 
relation to the Prime Rate or in relation to Bank's LIBOR for a new Fixed Rate 
Term designated by Borrower.  At any time any portion of the outstanding 
principal balance of this Note bears interest determined in relation to the 
Prime Rate, Borrower may convert all or a portion thereof so that it bears 
interest determined in relation to Bank's LIBOR for a Fixed Rate Term 
designated by Borrower.  At the time each advance is requested hereunder of 
Borrower wishes to select the LIBOR option for all or a portion of the 
outstanding principal balance hereof, and at the end of 
 
 
 
 
 
                                        
                                       20 



   3 
each Fixed Rate Term, Borrower shall give Bank notice specifying (a) the 
interest rate option selected by Borrower, (b) the principal amount subject 
thereto, and (c) if the LIBOR option is selected, the length of the applicable 
Fixed Rate Term.  Any such notice may be given by telephone so long as, with 
respect to each LIBOR option selected by Borrower, (i) Bank received written 
confirmation from Borrower not later than three (3) Business Days after such 
telephone notice is given, and (ii) such notice is given to Bank prior to 10:00 
a.m., California time, on the first day of the Fixed Rate Term.  For each LIBOR 
option requested hereunder, Bank with quote the applicable fixed rate to 
Borrower at approximately 10:00 a.m., California time, on the first day of the 
Fixed Rate Term.  If Borrower does not immediately accept the rate quoted by 
Bank, any subsequent acceptance by Borrower shall be subject to a 
redetermination by Bank of the applicable fixed rate; provided however, that if 
Borrower fails to accept any such rate by 11:00 a.m., California time, on the 
Business Day such quotation is given, then the quoted rate shall expire and 
Bank shall have no obligation to permit a LIBOR option to be selected on such 
day.  If no specific designation of interest is made at the time any advance is 
requested hereunder or at the end of any Fixed Rate Term, Borrower shall be 
deemed to have made a Prime Rate interest selection for such advance or the 
principal amount to which such Fixed Rate Term applied. 
 
        3.      Additional LIBOR Provisions. 
 
        (a)     If Bank at any time shall determine that for any reason adequate 
and reasonable means do not exist for ascertaining Bank's LIBOR, then Bank 
shall promptly give notice thereof to Borrower.  If such notice is given and 
until such notice has been withdrawn by Bank, then (I) no new LIBOR option may 
be selected by Borrower, and (ii) any portion of the outstanding principal 
balance hereof which bears interest determined in relation to Bank's LIBOR, 
subsequent to the end of the Fixed Rate Term applicable thereto, shall bear 
interest determined in relation to the Prime Rate. 
 
        (b)     If any law, treaty, rule, regulation or determination of a court 
or governmental authority of any change therein or in the interpretation or 
application thereof (each, a "Change in Law") shall make it unlawful for Bank 
(i) to make LIBOR options available hereunder, or (ii) to maintain interest 
rates based on Bank's LIBOR, then in the former event, any obligation of Bank 
to make available such unlawful LIBOR options shall immediately be canceled, 
and in the latter event, any such unlawful LIBOR-based interest rates then 
outstanding shall be converted, at Bank's option, so that interest on the 
portion of the outstanding principal balance subject thereto is determined in 
relation to the Prime Rate; provided however, that if any such Change in Law 
shall permit any LIBOR-based interest rates to remain in effect until the 
expiration of the Fixed Rate Term applicable thereto, then such permitted 
LIBOR-based interest rates shall continue in effect until the expiration of 
such Fixed Rate Term.  Upon the occurrence of any of the foregoing events, 
Borrower shall pay to Bank immediately upon demand such amounts as may be 
necessary to compensate Bank for any fines, fees, charges, penalties or other 
costs incurred or payable by Bank as a result thereof and which are 
attributable to any LIBOR 
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options made available to Borrower hereunder, and any reasonable allocation 
made by Bank among its operations shall be conclusive and binding upon 
Borrower. 
 
        (c)     If any Change in Law or compliance by Bank with any request or 
directive (whether or not having the force of law) from any central bank or 
other governmental authority shall: 
 
        (i)     subject Bank to any tax, duty or other charge with respect to 
                any LIBOR options, or change the basis of taxation of payments 
                to Bank of principal, interest, fees or any other amount 
                payable hereunder (except for changes in the rate of tax on the 
                overall net income of Bank); or 
 
        (ii)    impose, modify or hold applicable any reserve, special deposit, 
                compulsory loan or similar requirement against assets held by, 
                deposits or other liabilities in or for the account of, advances 
                or loans by, or any other acquisition of funds by any office of 
                Bank; or 
 
        (iii)   impose on Bank any other condition; 
 
and the result of any of the foregoing is to increase the cost to Bank of 
making, renewing or maintaining any LIBOR options hereunder and/or to reduce 
any amount receivable by Bank in connection therewith, then in any such case, 
Borrower shall pay to Bank immediately upon demand such amounts as may be 
necessary to compensate Bank for any additional costs incurred by Bank and/or 
reduction in amounts received by Bank which are attributable to such LIBOR 
options.  In determining which costs incurred by Bank and/or reductions in 
amounts received by Bank are attributable to any LIBOR options made available 
to Borrower hereunder, any reasonable allocation made by Bank among its 
operations shall be conclusive and binding upon Borrower. 
 
        4.      Default Interest.  From and after the maturity date of this  
Note, or such earlier date as all principal owing hereunder becomes due and 
payable by acceleration or otherwise, the outstanding principal balance of this 
Note shall bear interest until paid in full at an increased rate per annum 
(computed on the basis of a 360-day year, actual days elapsed) equal to four 
percent (4%) above the rate of interest from time to time applicable to this 
Note. 
 
C.      BORROWING AND REPAYMENT: 
 
        1.      Borrowing and Repayment.  Borrower may from time to time during 
the term of this Note borrow, partially or wholly repay its outstanding 
borrowings, and reborrow, subject to all of the limitations, terms and 
conditions of this Note and of any document executed in connection with this 
Note; provided however, that the total outstanding borrowings under this Note 
shall not at any time exceed the principal amount stated above.  The unpaid 
principal balance of this obligation at any time shall be the total amounts 
advanced hereunder by the holder hereof less the amount of principal payments 
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made hereon by or for any Borrower, which balance may be endorsed hereon from 
time to time by the holder.  The outstanding principal balance of this Note 
shall be due and payable in full on November 1, 1995. 
 
        2.      Advances.  Advances hereunder, to the total amount of the 
principal sum stated above, may be made by the holder at the oral or written 
request of (a) Pedro Morillas or Joseph Liu or Carl Wertz, any one acting 
alone, who are authorized to request advances and direct the disposition of any 
advances until written notice of the revocation of such authority is received 
by the holder at the office designated above, or (b) any person, with respect 
to advanced deposited to the credit of any account of any Borrower with the 
holder, which advances, when so deposited, shall be conclusively presumed to 
have been made to or for the benefit of each Borrower regardless of the fact 
that persons other than those authorized to request advances may have authority 
to draw against such account.  The holder shall have no obligation to determine 
whether any person requesting an advance is or has been authorized by any 
Borrower. 
 
        3.      Application of Payments.  Each payment made on this Note shall  
be credited first, to any interest then due and second, to the outstanding 
principal balance hereof.  All payments credited to principal shall be applied 
first, to the outstanding principal balance of this Note which bears interest 
determined in relation to the Prime Rate, if any, and second, to the 
outstanding principal balance of this Note which bears interest determined in 
relation to Bank's LIBOR, with such payments applied to the oldest Fixed Rate 
Term first. 
 
        4.      Prepayment. 
 
        (a)     Prime Rate.  Borrower may prepay principal on any portion of  
this Note which bears interest determined in relation to Bank's LIBOR at any  
time and in the minimum amount of Fifty Thousand Dollars ($50,000.00); provided 
however, that if the outstanding principal balance of such portion of this Note 
is less than said amount, the minimum prepayment amount shall be the entire 
outstanding principal balance thereof.  In consideration of Bank providing this 
prepayment option to Borrower, or if any such portion of this Note shall become 
due and payable at any time prior to the last day of the Fixed Rate Term 
applicable thereto by acceleration or otherwise, Borrower shall pay to Bank 
immediately upon demand a fee which is the sum of the discounted monthly 
differences for each month from the month of prepayment through the month in 
which such Fixed Rate Term matures, calculated as follows for each such month: 
 
        (i)     Determine the amount of interest which would have accrued each 
                month on the amount prepaid at the interest rate applicable to 
                such amount had it remained outstanding until the last day of  
                the Fixed Rate Term applicable thereto. 
 
        (ii)    Subject from the amount determined in (I) above the amount of 
                interest which would have accrued for the same month on the  
                amount prepaid for the remaining term of such Fixed Rate Term  
                at Bank's LIBOR in effect on the date 
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                of prepayment for new loans made for such term and in a 
                principal amount equal  to the amount prepaid. 
 
        (iii)   If the result obtained in (ii) for any month is greater than 
                zero, discount that difference by Bank's LIBOR used in (ii)  
                above. 
 
Each Borrower acknowledges that prepayment of such amount will result in Bank 
incurring additional costs, expenses and/or liabilities, and that it is 
difficult to ascertain the full extent of such costs, expenses and/or 
liabilities.  Each Borrower, therefore, agrees to pay the above described 
prepayment of the prepayment costs, expenses and/or liabilities of Bank.  If 
Borrower fails to pay any prepayment fee when due, the amount of such 
prepayment fee shall thereafter bear interest until paid at a rate per annum 
two percent (2%) above the Prime Rate in effect from time to time (computed on 
the basis of a 360-day year, actual days elapsed). 
 
D.      EVENTS OF DEFAULT: 
 
        This Note is made pursuant to and is subject to the terms and conditions 
of that certain Credit Agreement between Borrower and Bank dated as of March 1, 
1994, as amended from time to time.  Any default in the payment or performance 
of any obligation, or any defined event of default, under said Credit Agreement 
shall constitute an "Event of Default" under this Note. 
 
E.      MISCELLANEOUS: 
 
        1.      Remedies.  Upon occurrence of any Event of Default, the holder 
of this Note, at the holder's option, may declare all sums of principal and 
interest outstanding hereunder to be immediately due and payable without 
presentment, demand, protest or notice of dishonor, all of which are expressly 
waived by each Borrower and the obligation, if any, of the holder to extend any 
further credit hereunder shall immediately cease and terminate.  Each Borrower 
shall pay to the holder immediately upon demand the full amount of all 
payments, advances, charges, costs and expenses, including reasonable 
attorneys' fees (to include outside counsel fees and all allocated costs of the 
holder's in-house counsel), incurred by the holder in connection with the 
enforcement of the holder's rights and/or the collection of any amounts which 
become due to the holder under this Note, and the prosecution or defense of any 
action in any way related to this Note, including without limitation, any 
action for declaratory relief, and including any of the foregoing incurred in 
connection with any bankruptcy proceeding relating to any Borrower. 
 
        2.      Obligations Joint and Several.  Should more than one person or 
entity sign this Note as a Borrower, the obligations of each such Borrower 
shall be joint and several. 
 
        3.      Governing Law.  This Note shall be governed by and construed in 
accordance with the laws of the Sate of California except to the extent Bank 
has greater rights or remedies under Federal law, whether as a national bank or 
otherwise, in which case such 
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choice of California law shall not be deemed to deprive Bank of any such rights 
and remedies as may be available under Federal Law. 
 
 
DIODES INCORPORATED 
 
 
By:  /s/ Pedro Morillas 
 
Title:  Executive Vice President 
 
 
By:  /s/ Joseph Liu 
 
Title:  VP Operations & CFO 
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                                 EXHIBIT 10.12 
 
                               CREDIT AGREEMENT 
 
         THIS AGREEMENT is entered into as of the 1st day of November, 1995, by 
and between DIODES INCORPORATED, a Delaware corporation ("Borrower"), and WELLS 
FARGO BANK, NATIONAL ASSOCIATION ("Bank"). 
 
 
 
                                    RECITAL 
 
         Borrower has requested from Bank the credit accommodation described 
below, and Bank has agreed to provide said credit accommodation to Borrower on 
the terms and conditions contained herein. 
 
         NOW, THEREFORE, Bank and Borrower hereby agree as follows: 
 
 
 
                                   ARTICLE I 
                                  THE CREDIT 
 
          SECTION 1.1.     LINE OF CREDIT. 
 
         (a)     Line of Credit.  Subject to the terms and conditions of this 
Agreement, Bank hereby agrees to make advances to Borrower from time to time up 
to and including November 1, 1996, not to exceed at any time the aggregate 
principal amount of TEN MILLION DOLLARS ($10,000,000.00) ("Line of Credit"), 
the proceeds of which shall be used to finance Borrower's working capital 
requirements.  Borrower's obligation to repay advances under the Line of Credit 
shall be evidenced by a promissory note substantially in the form of Exhibit 
"A" attached hereto ("Line of Credit Note"), all terms of which are 
incorporated herein by this reference. 
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         (b)     Borrowing and Repayment.  Borrower may from time to time 
during the term of the Line of Credit borrow, partially or wholly repay its 
outstanding borrowings, and reborrow, subject to all the limitations, terms and 
conditions contained herein or in the Line of Credit Note; provided however, 
that the total outstanding borrowings under the Line of Credit shall not at any 
time exceed the maximum principal amount available thereunder, as set forth 
above. 
 
         (c)  Letter of Credit Subfeature.  As a subfeature under the Line of 
Credit, Bank agrees from time to time up to and including November 1, 1996, to 
issue sight commercial letters of credit for the account of Borrower and in 
favor of Borrower's various suppliers to finance the purchase of inventory 
(each, a "Letter of Credit" and collectively, "Letters of Credit"); provided 
however, that the form and substance of each Letter of Credit shall be subject 
to approval by Bank, in its sole discretion; and provided further, that the 
aggregate undrawn amount of all outstanding Letters of Credit shall not at any 
time exceed FOUR MILLION FIVE HUNDRED THOUSAND DOLLARS ($4,500,000.00).  Each 
Letter of Credit shall be issued for a term not to exceed one hundred 
eighty(180) days, as designated by Borrower; provided however, that no Letter 
of Credit shall have an expiration date subsequent to November 1, 1996.  The 
undrawn amount of all Letters of Credit shall be reserved under the Line of 
Credit and shall not be available for advances thereunder.  Each Letter of 
Credit shall be subject to the additional terms and conditions of the Letter of 
Credit Agreement and related documents, if any, required by Bank in connection 
with the issuance thereof (each, a "Letter of Credit Agreement" and 
collectively, "Letter of Credit Agreements").  Each draft paid by Bank under a 
Letter of Credit shall be deemed an advance under the Line of Credit and shall 
be repaid by Borrower in accordance with the terms and conditions of this 
Agreement applicable to such advances; provided however, that if the Line of 
Credit is not available, for any reason 
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whatsoever, at the time any draft is paid by Bank, or if advances are not 
available under the Line of Credit at such time due to any limitation on 
borrowings set forth herein, then the full amount of such draft shall be 
immediately due and payable, together with interest thereon, from the date such 
amount is paid by Bank to the date such amount is fully repaid by Borrower, at 
the rate of interest applicable to advances under the Line of Credit.  In such 
event, Borrower agrees that Bank, at Bank's sole discretion, may debit 
Borrower's deposit account with Bank for the amount of any such draft. 
 
         (d)     Borrowing Base.  Upon the occurrence of any of the following: 
 
                 (i) Tangible Net Worth (as defined in Section 4.8(a) hereof) 
shall at any time fall below $10,000,000.00, or 
 
                 (ii) Total Liabilities (as defined in Section 4.8(b) hereof) 
divided by Tangible Net Worth (as defined in Section 4.8(a) hereof) shall at 
any time be greater than 1.50 to 1.00; or; (iii) Quick Ratio (as defined in 
Section 4.8 (c) hereof) shall at any time fall below 0.80 to 1.00; 
Borrower shall promptly upon demand by Bank execute a Security Agreement 
(Rights to Payment) and UCC-1 Financing, in the form of Exhibits A-1 and A-2 
respectively, whereby Borrower shall grant to Bank a first priority security 
interest in the collateral described in such Security Agreement, and the 
following provisions shall become operative at Bank's sole option and upon 
Bank's written notice to Borrower: 
 
         "The aggregate amount of all outstanding liabilities under the Line of 
Credit shall not at any time exceed a maximum of eighty percent (80%) of 
Borrower's assigned eligible accounts receivable, as determined by Bank upon 
receipt and review of such collateral reports and other documents as Bank may 
require. 
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         Borrower acknowledges that the foregoing advance rate against eligible 
accounts receivable was established by Bank with the understanding that, among 
other items, the aggregate of all returns, rebates, discounts, credits and 
allowances for the immediately preceding three (3) months at all times shall be 
less than five percent (5%) of Borrower's gross sales for said period.  If such 
dilution of Borrower's accounts for the immediately preceding three (3) months 
at any time exceeds five percent (5%) of Borrower's gross sales for said 
period, or if there at any time exists any other matters, events, conditions or 
contingencies which Bank reasonably believes may affect payment of any portion 
of Borrower's accounts, Bank, in its sole discretion, may reduce said advance 
rate to a percentage appropriate to reflect such additional dilution and/or 
establish additional reserves against Borrower's eligible accounts receivable. 
 
         As used herein, "eligible accounts receivable" shall consist solely of 
trade accounts which have been created in the ordinary course of Borrower's 
business and upon which Borrower's right to receive payment is absolute and not 
contingent upon the fulfillment of any condition whatsoever, and shall not 
include: 
 
                   (i)    any account which is past due more than twice 
Borrower's standard selling terms; except with respect to any account for which 
Borrower has provided extended payment terms not to exceed one hundred eighty 
(180) days, any such account which is more than thirty (30) days past due; 
 
                  (ii)    any account for which there exists any right of 
setoff, defense or discount (except regular discounts allowed in the ordinary 
course of business to promote prompt payment) or for which any defense or 
counterclaim has been asserted; 
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                 (iii)    any account which represents an obligation of any 
state or municipal government or of the United States government or any 
political subdivision thereof (except accounts which represent obligations of 
the United States government and for which Bank's forms N-138 and N-139 have 
been duly executed and acknowledged; 
 
                  (iv)    any account which represents an obligation of an 
account debtor located in a foreign country except those jurisdictions in 
Canada which recognize perfection in accounts receivable by filing a UCC-1 in 
California; 
 
                   (v)    any account which arises from the sale or lease to or 
performance of services for, or represents an obligation of, an employee, 
affiliate, partner, parent or subsidiary of Borrower; 
 
                  (vi)    that portion of any account which represents interim 
or progress billings or retention rights on the part of the account debtor; 
 
                 (vii)    any account which represents an obligation of any 
account debtor when twenty percent (20%) or more of Borrower's accounts from 
such account debtor are not eligible pursuant to (i) above; 
 
                (viii)    that portion of any account from an account debtor 
which represents the amount by which Borrower's total accounts from said 
account debtor exceeds twenty-five percent (25%) of Borrower's total accounts; 
 
                  (ix)    any account deemed ineligible by Bank when Bank, in 
its sole discretion, deems the creditworthiness or financial condition of the 
account debtor, or the industry in which the account debtor is engaged, to be 
unsatisfactory." 
 
         Nothing in this Section (d) shall be deemed to impair or restrict 
Bank's rights and remedies under Section 6 herein in the event of a violation 
of Sections 4.8(a) or 4.8(b). 
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         SECTION 1.2.     TERM COMMITMENT. 
 
         (a)     Term Commitment.  Subject to the terms and conditions of this 
Agreement, Bank hereby agrees to make advances to Borrower from time to time up 
to and including November 1, 1996, not to exceed the aggregate principal amount 
of FOUR MILLION DOLLARS ($4,000,000.00) ("Term Commitment"), the proceeds of 
which shall be used to assist with capital financing of a factory in China, and 
which shall be converted on November 1, 1996, to a term loan, as described more 
fully below.  Borrower's obligation to repay advances under the Term Commitment 
shall be evidenced by a promissory note substantially in the form of Exhibit 
"B" attached hereto ("Term Commitment Note"), all terms of which are 
incorporated herein by this reference.  Notwithstanding any other provision of 
this Agreement, the aggregate amount of all outstanding borrowings under the 
Term Commitment shall not at any time exceed a maximum of FOUR MILLION DOLLARS 
($4,000,000.00). 
 
         (b)     Borrowing and Repayment.  Borrower may from time to time 
during the period in which Bank will make advances under the Term Commitment 
borrow and partially or wholly repay its outstanding borrowings, provided that 
amounts repaid may not be reborrowed, subject to all the limitations, terms and 
conditions contained herein; provided however, that the total outstanding 
borrowings under the Term Commitment shall not at any time exceed the maximum 
principal amount available thereunder, as set forth above. The outstanding 
principal balance of the Term Commitment shall be due and payable in full on 
November 1, 2001; provided however, that so long as Borrower is in compliance 
on said date with all terms and conditions contained herein and in any other 
documents evidencing the Term Commitment, Bank agrees to restructure repayment 
of the outstanding principal balance of the Term Commitment. 
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         (c)     Prepayment.  Borrower may prepay principal on the Term 
Commitment at any time, in any amount and without penalty.  All prepayments 
shall be applied on the most remote principal installment(s) then unpaid. 
 
         SECTION 1.3.     INTEREST/FEES. 
 
         (a)     Interest.         The outstanding principal balances of the 
Line of Credit and Term Commitment shall bear interest at the rates of interest 
set forth in the Line of Credit Note and Term Commitment Note respectively. 
 
         (b)     Computation and Payment.  Interest shall be computed on the 
basis of a 360-day year, actual days elapsed.  Interest shall be payable at the 
times and place set forth in the Line of Credit Note and Term Commitment Note. 
 
         (c)  Letter of Credit Fees.  Borrower shall pay to Bank fees upon the 
issuance or amendment of each Letter of Credit and upon the payment by Bank of 
each draft under any Letter of Credit determined in accordance with Bank's 
standard fees and charges in effect at the time any Letter of Credit is issued 
or amended or any draft is paid.  A current listing of fees in effect as of the 
date of this Agreement is attached hereto as Exhibit "C". 
 
         SECTION 1.4.     PAYMENT OF INTEREST/FEES.  Bank shall, and Borrower 
hereby authorizes Bank to, debit any demand deposit account of Borrower with 
Bank for all payments of interest and fees as they become due on the Line of 
Credit and Term Commitment.  Should, for any reason whatsoever, the funds in 
any such demand deposit account be insufficient to pay all interest and/or fees 
when due, Borrower shall immediately upon demand remit to Bank the full amount 
of any such deficiency. 
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                                   ARTICLE II 
                         REPRESENTATIONS AND WARRANTIES 
 
         Borrower makes the following representations and warranties to Bank, 
which representations and warranties shall survive the execution of this 
Agreement and shall continue in full force and effect until the full and final 
payment, and satisfaction and discharge, of all obligations of Borrower to Bank 
subject to this Agreement. 
 
         SECTION 2.1.     LEGAL STATUS.  Borrower is a corporation duly 
organized and existing and in good standing under the laws of the State of 
Delaware, and is qualified or licensed to do business, and is in good standing 
as a foreign corporation, if applicable, in all jurisdictions in which such 
qualification or licensing is required or in which the failure to so qualify or 
to be so licensed could have a material adverse effect on Borrower. 
 
         SECTION 2.2.     AUTHORIZATION AND VALIDITY.  This Agreement, the Line 
of Credit Note and Term Commitment Note, and each other document, contract and 
instrument required by or at any time delivered to Bank in connection with this 
Agreement (with all of the foregoing referred to herein collectively as the 
"Loan Documents") have been duly authorized, and upon their execution and 
delivery in accordance with the provisions hereof will constitute legal, valid 
and binding agreements and obligations of Borrower or the party which executes 
the same, enforceable in accordance with their respective terms. 
 
         SECTION 2.3.     NO VIOLATION.  The execution, delivery and 
performance by Borrower of each of the Loan Documents do not violate any 
provision of any law or regulation, or contravene any provision of the Articles 
of Incorporation or By-Laws of Borrower, or result in a breach of or constitute 
a default under any contract, obligation, indenture or other instrument to 
which Borrower is a party or by which Borrower may be bound. 
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         SECTION 2.4.     LITIGATION.  There are no pending, or to the best of 
Borrower's knowledge threatened, actions, claims, investigations, suits or 
proceedings before any governmental authority, arbitrator, court or 
administrative agency which may adversely affect the financial condition or 
operation of Borrower other than those disclosed by Borrower to Bank in writing 
prior to the date hereof. 
 
         SECTION 2.5.     CORRECTNESS OF FINANCIAL STATEMENT.  The financial 
statement of Borrower dated December 31, 1994, heretofore delivered by Borrower 
to Bank is complete and correct and presents fairly the financial condition of 
Borrower; discloses all liabilities of Borrower that are required to be 
reflected or reserved against under generally accepted accounting principles, 
whether liquidated or unliquidated, fixed or contingent; and has been prepared 
in accordance with generally accepted accounting principles consistently 
applied.  Since the date of such financial statement there has been no material 
adverse change in the financial condition of Borrower, nor has Borrower 
mortgaged, pledged or granted a security interest in or encumbered any of its 
assets or properties except as disclosed by Borrower to Bank in writing prior 
to the date hereof or as permitted by this Agreement. 
 
         SECTION 2.6.     INCOME TAX RETURNS.  Borrower has no knowledge of any 
pending assessments or adjustments of its income tax payable with respect to 
any year. 
 
         SECTION 2.7.     NO SUBORDINATION.  There is no agreement, indenture, 
contract or instrument to which Borrower is a party or by which Borrower may be 
bound that requires the subordination in right of payment of any of Borrower's 
obligations subject to this Agreement to any other obligation of Borrower. 
 
         SECTION 2.8.     PERMITS, FRANCHISES.  Borrower possesses, and will 
hereafter possess, all permits, memberships, franchises, contracts and licenses 
required and all trademark 
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rights, trade names, trade name rights, patents, patent rights and fictitious 
name rights necessary to enable it to conduct the business in which it is now 
engaged without conflict with the rights of others. 
 
         SECTION 2.9.     ERISA.  To the best of the Borrowers knowledge, based 
on Borrower  s due diligence, Borrower is in compliance in all material 
respects with all applicable provisions of the Employee Retirement Income 
Security Act of 1974, as amended from time to time (ERISA); Borrower has not 
violated any provision of any defined employee pension benefit plan (as defined 
in ERISA) maintained or contributed to by Borrower (each, a "Plan"); no 
Reportable Event as defined in ERISA has occurred and is continuing with 
respect to any Plan initiated by Borrower; Borrower has met its minimum funding 
requirements under ERISA with respect to each Plan; and each Plan will be able 
to fulfill its benefit obligations as they come due in accordance with the Plan 
documents and under generally accepted accounting principles. 
 
         SECTION 2.10.    OTHER OBLIGATIONS.  Borrower is not in default on any 
obligation for borrowed money, any purchase money obligation or any other 
material lease, commitment, contract, instrument or obligation. 
 
         SECTION 2.11.    ENVIRONMENTAL MATTERS.  Except as disclosed by 
Borrower to Bank in writing prior to the date hereof, Borrower is in compliance 
in all material respects with all applicable environmental, hazardous waste, 
health and safety statutes and regulations governing its operations and/or 
properties, including without limitation, the Comprehensive Environmental 
Response, Compensation and Liability Act of 1980 (CERCLA), the Superfund 
Amendments and 
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Reauthorization Act of 1986 (SARA), the Federal Resource Conservation and 
Recovery Act of 1976, the Federal Toxic Substances Control Act and the 
California Health and Safety Code.  None of the operations of Borrower is the 
subject of any federal or state investigation evaluating whether any remedial 
action involving a material expenditure is needed to respond to a release of 
any toxic or hazardous waste or substance into the environment.  Borrower has 
no material contingent liability in connection with any release of any toxic or 
hazardous waste or substance into the environment. 
 
 
 
                                  ARTICLE III 
                                  CONDITIONS 
 
         SECTION 3.1.     CONDITIONS OF INITIAL EXTENSION OF CREDIT.  The 
obligation of Bank to extend any credit contemplated by this Agreement is 
subject to the fulfillment to Bank's satisfaction of all of the following 
conditions: 
 
         (a)     Approval of Bank Counsel.  All legal matters incidental to the 
extension of credit by Bank shall be satisfactory to counsel of Bank. 
 
         (b)  Documentation.  Bank shall have received, in form and substance 
satisfactory to Bank, each of the following, duly executed: 
 
           (i)   This Agreement, Line of Credit Note, and Term Commitment Note; 
 
          (ii)   Corporate Borrowing Resolution; 
 
         (iii)   Continuing Commercial Letter of Credit Agreement; 
 
          (iv)   Certificate of Incumbency. 
 
         (c)     Financial Condition.  There shall have been no material 
adverse change, as determined by Bank, in the financial condition or business 
of Borrower, nor any material decline, as determined by Bank, in the market 
value of any collateral required hereunder or a substantial or material portion 
of the assets of Borrower. 
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         SECTION 3.2.     CONDITIONS OF EACH EXTENSION OF CREDIT.  The 
obligation of Bank to make each extension of credit requested by Borrower 
hereunder shall be subject to the fulfillment to Bank's satisfaction of each of 
the following conditions: 
 
         (a)     Compliance.  The representations and warranties contained 
herein shall be true on and as of the date of the signing of this Agreement and 
on the date of each extension of credit by Bank pursuant hereto, with the same 
effect as though such representations and warranties had been made on and as of 
each such date, and on each such date, no Event of Default as defined herein, 
and no condition, event or act which with the giving of notice or the passage 
of time or both would constitute such an Event of Default, shall have occurred 
and be continuing or shall exist. 
 
         (b)     Documentation.  Bank shall have received all additional 
documents which may be required in connection with such extension of credit. 
 
 
                                   ARTICLE IV 
                             AFFIRMATIVE COVENANTS 
 
         Borrower covenants that so long as Bank remains committed to extend 
credit to Borrower pursuant to the terms of this Agreement or any liabilities 
(whether direct or contingent, liquidated or unliquidated) of Borrower to Bank 
under any of the Loan Documents remain outstanding, and until payment in full 
of all obligations of Borrower subject hereto, Borrower shall: 
 
         SECTION 4.1.     PUNCTUAL PAYMENTS.  Punctually pay the interest and 
principal on each of the Loan Documents requiring any such payments at the 
times and place and in the manner specified therein, and any fees or other 
liabilities due under any of the Loan Documents at the times and place and in 
the manner specified therein, and immediately upon demand by Bank, the 
 
 
 
 
 
                                       37 



   13 
amount by which the outstanding principal balance of the Line of Credit and 
Term Commitment are at any time in excess of any limitation on borrowings 
hereunder. 
 
         SECTION 4.2.     ACCOUNTING RECORDS.  Maintain adequate books and 
records in accordance with generally accepted accounting principles 
consistently applied, and permit any representative of Bank, at any reasonable 
time, to inspect, audit and examine such books and records, to make copies of 
the same, and to inspect the properties of Borrower. 
 
         SECTION 4.3.     FINANCIAL STATEMENTS.  Provide to Bank all of the 
following, in form and detail satisfactory to Bank: 
 
         (a)     not later than 90 days after and as of the end of each fiscal 
year, an unqualified audited financial statement of Borrower, prepared by 
certified public accountant, to include balance sheet and income statement; 
 
         (b)     not later than 90 days after and as of the end of each fiscal 
year a copy of Form 10-K, annual report pursuant to Section 13 or 15(d) of The 
Securities Exchange Commission Act of 1934; 
 
         (c)     not later than 60 days after and as of the end of each 
quarter, a copy of Form 10-Q, quarterly report pursuant Section 13 or 15(d) of 
The Securities Exchange Commission Act of 1934; 
 
         (d)     from time to time such other information as Bank may 
reasonably request. 
 
         SECTION 4.4.     COMPLIANCE.  Maintain all licenses, permits, 
governmental approvals, rights, privileges and franchises necessary for the 
conduct of its business; conduct its business in an orderly and regular manner; 
and comply with the provisions of all documents pursuant to which Borrower is 
organized and/or which govern Borrower's continued existence and with the 
requirements of all laws, rules, regulations and orders of any governmental 
authority applicable to Borrower or its business. 
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         SECTION 4.5.     FACILITIES.  Keep all Borrower's properties useful or 
necessary to Borrower's business in good repair and condition, and from time to 
time make necessary repairs, renewals and replacements thereto so that 
Borrower's properties shall be fully and efficiently preserved and maintained. 
 
         SECTION 4.6.     TAXES AND OTHER LIABILITIES.  Pay and discharge when 
due any and all indebtedness, obligations, assessments and taxes, both real or 
personal and including federal and state income taxes, except such as Borrower 
may in good faith contest or as to which a bona fide dispute may arise, 
provided provision is made to the satisfaction of Bank for eventual payment 
thereof in the event that it is found that the same is an obligation of 
Borrower. 
 
         SECTION 4.7.     LITIGATION.  Promptly give notice in writing to Bank 
of any litigation pending or threatened against Borrower in excess of 
$500,000.00. 
 
         SECTION 4.8.     FINANCIAL CONDITION.  Maintain Borrower's financial 
condition as follows using generally accepted accounting principles 
consistently applied and used consistently with prior practices, except to the 
extent modified by the following definitions: 
 
         (a)     Tangible Net Worth not less than $9,000,000.00 determined at 
and as of each fiscal quarter end, with "Tangible Net Worth" defined as the 
aggregate of total stockholders' equity plus subordinated debt less any 
intangible assets. 
 
         (b)     Total Liabilities divided by Tangible Net Worth not greater 
than 2.5 to 1.0 determined at and as of each fiscal quarter end, with "Total 
Liabilities" defined as the aggregate of current liabilities and non-current 
liabilities less subordinated debt, and with "Tangible Net Worth" as defined 
above. 
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         (c) Quick Ratio- Not less than 0.60 to 1.00, determined at and as of 
each fiscal quarter end, with Quick Ratio defined as cash, cash equivalents and 
accounts receivables divided by Current Liabilities. 
 
         (d)  Profitable operations on an annual basis, determined as of each 
fiscal year-end. 
 
         (e)     EBITDA Coverage Ratio not less than 1.5 to 1.0 as of each 
fiscal year end, with "EBITDA" defined as net profit before tax plus interest 
expense (net of capitalized interest expense), depreciation expense and 
amortization expense, and with "EBITDA Coverage Ratio" defined as EBITDA 
divided by the aggregate of total interest expense plus the prior period 
current maturity of long-term debt and the prior period current maturity of 
subordinated debt. 
 
         SECTION 4.9.     NOTICE TO BANK.  Promptly (but in no event more than 
fifteen(15) days after the occurrence of each such event or matter) give 
written notice to Bank in reasonable detail of:  (a) the occurrence of any 
Event of Default, or any condition, event or act which with the giving of 
notice or the passage of time or both would constitute such an Event of 
Default; (b) any change in the name or the organizational structure of 
Borrower; (c) the occurrence and nature of any Reportable Event or Prohibited 
Transaction, each as defined in ERISA, or any funding deficiency with respect 
to any Plan; or (d) any termination or cancellation of any insurance policy 
which Borrower is required to maintain, or any uninsured or partially uninsured 
loss through liability or property damage, or through fire, theft or any other 
cause affecting Borrower's property in excess of an aggregate of $200,000.00. 
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                                   ARTICLE V 
                               NEGATIVE COVENANTS 
 
         Borrower further covenants that so long as Bank remains committed to 
extend credit to Borrower pursuant to the terms of this Agreement or any 
liabilities (whether direct or contingent, liquidated or unliquidated) of 
Borrower to Bank under any of the Loan Documents remain outstanding, and until 
payment in full of all obligations of Borrower subject hereto, Borrower will 
not without the prior written consent of Bank: 
 
         SECTION 5.1.     USE OF FUNDS.  Use any of the proceeds of the Line of 
Credit and the Term Commitment except for the purposes stated in Article I. 
 
         SECTION 5.2.     OTHER INDEBTEDNESS.  Create, incur, assume or permit 
to exist any indebtedness or liabilities resulting from borrowings, loans or 
advances, whether secured or unsecured, matured or unmatured, liquidated or 
unliquidated, joint or several, except the liabilities of Borrower to Bank and 
any other liabilities of Borrower existing as of, and disclosed to Bank prior 
to, the date hereof. 
 
         SECTION 5.3.     MERGER, CONSOLIDATION, TRANSFER OF ASSETS.  Merge 
into or consolidate with any corporation or other entity; make any substantial 
change in the nature of Borrower's business; acquire all or substantially all 
of the assets of any corporation or other entity; nor sell, lease, transfer or 
otherwise dispose of all or a substantial or material part of its assets except 
in the ordinary course of business. 
 
         SECTION 5.4.     GUARANTIES.  Guarantee or become liable in any way as 
surety, endorser (other than as endorser of negotiable instruments for deposit 
or collection in the ordinary course of business), accommodation endorser or 
otherwise for, nor pledge or hypothecate any assets of Borrower as security 
for, any liabilities or obligations of any other person or entity. 
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         SECTION 5.5.     LOANS, ADVANCES, INVESTMENTS.  Make any loans or 
advances to or investments in any person or entity, in excess of $4,500,000.00 
in the aggregate. 
 
         SECTION 5.6.     DIVIDENDS, DISTRIBUTIONS.  Declare or pay any 
dividend or distribution either in cash, stock or any other property on 
Borrower's stock now or hereafter outstanding; provided however, that Borrower 
may repurchase shares of any class of Borrower's stock so long as Borrower is 
in compliance with all terms, covenants and conditions of this Agreement at the 
time and following each such purchase. 
 
         SECTION 5.7.     PLEDGE OF ASSETS.  Mortgage, pledge, grant or permit 
to exist a security interest in, or lien upon, any of its assets of any kind, 
now owned or hereafter acquired, except any of the foregoing in favor of Bank. 
 
 
 
                                   ARTICLE VI 
                               EVENTS OF DEFAULT 
 
         SECTION 6.1.     The occurrence of any of the following shall 
constitute an "Event of Default" under this Agreement: 
 
         (a)     Borrower shall fail to pay when due any principal, interest, 
fees or other amounts payable under any of the Loan Documents. 
 
         (b)     Any financial statement or certificate furnished to Bank in 
connection with this Agreement or any representation or warranty made by 
Borrower hereunder shall prove to be false, incorrect or incomplete in any 
material respect when furnished or made. 
 
         (c)     Any default in the performance of or compliance with any 
obligation, agreement or other provision contained herein (other than those 
referred to in subsections (a) and (b) above), and 
 
 
 
 
 
                                       42 



   18 
with respect to any such default which by its nature can be cured, such default 
shall continue for a period of twenty (20) days from its occurrence. 
 
         (d)     Any default in the payment or performance of any obligation, 
or any defined event of default, under the terms of any contract or instrument 
(other than any of the Loan Documents) pursuant to which Borrower has incurred 
any debt or other liability to any person or entity, including Bank. 
 
         (e)     Any default in the payment or performance of any obligation, 
or any defined event of default, under any of the Loan Documents other than 
this Agreement. 
 
         (f)     The filing of a notice of judgment lien against Borrower; or 
the recording of any abstract of judgment against Borrower in any county in 
which Borrower has an interest in real property; or the service of a notice of 
levy and/or of a writ of attachment or execution, or other like process, 
against the assets of Borrower; or the entry of a judgment against Borrower. 
 
         (g)     Borrower shall become insolvent, or shall suffer or consent to 
or apply for the appointment of a receiver, trustee, custodian or liquidator of 
itself or any of its property, or shall generally fail to pay its debts as they 
become due, or shall make a general assignment for the benefit of creditors; 
Borrower shall file a voluntary petition in bankruptcy, or seeking 
reorganization, in order to effect a plan or other arrangement with creditors 
or any other relief under the Bankruptcy Reform Act, Title 11 of the United 
States Code, as amended or recodified from time to time ("Bankruptcy Code"), or 
under any state or federal law granting relief to debtors, whether now or 
hereafter in effect; or any involuntary petition or proceeding pursuant to said 
Bankruptcy Code or any other applicable state or federal law relating to 
bankruptcy, reorganization or other relief for debtors is filed or commenced 
against Borrower, or Borrower shall file an answer admitting the 
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jurisdiction of the court and the material allegations of any involuntary 
petition; or Borrower shall be adjudicated a bankrupt, or an order for relief 
shall be entered by any court of competent jurisdiction under said Bankruptcy 
Code or any other applicable state or federal law relating to bankruptcy, 
reorganization or other relief for debtors. 
 
         (h)     There shall exist or occur any event or condition which Bank 
in good faith believes impairs, or is substantially likely to impair, the 
prospect of payment or performance by Borrower of its obligations under any of 
the Loan Documents. 
 
         (i)     The dissolution or liquidation of Borrower or any of its 
directors, stockholders or members, shall take action seeking to effect the 
dissolution or liquidation of Borrower. 
 
         (j)     Any change in ownership during the term of this Agreement of 
an aggregate of twenty-five percent (25%) or more of the common stock of 
Borrower. 
 
         SECTION 6.2.     REMEDIES.  If an Event of Default shall occur, (a) 
any indebtedness of Borrower under any of the Loan Documents, any term thereof 
to the contrary notwithstanding, shall at Bank's option, with respect to Event 
of Default (g)without notice or, with respect to any other Event of Default 
upon fifteen days prior written notice to Borrower, become immediately due and 
payable without presentment, demand, protest or notice of dishonor, all of 
which are hereby expressly waived by Borrower; (b) the obligation, if any, of 
Bank to permit further borrowings hereunder shall immediately cease and 
terminate; and (c) Bank shall have all rights, powers and remedies available 
under each of the Loan Documents, or accorded by law, including without 
limitation the right to resort to any or all security for any credit 
accommodation from Bank subject hereto and to exercise any or all of the rights 
of a beneficiary or secured party pursuant to applicable law.  All rights, 
powers and remedies of Bank in connection with each of the Loan Documents may 
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be exercised at any time by Bank and from time to time after the occurrence of 
an Event of Default, are cumulative and not exclusive, and shall be in addition 
to any other rights, powers or remedies provided by law or equity. 
 
 
 
                                  ARTICLE VII 
                                 MISCELLANEOUS 
 
         SECTION 7.1.     NO WAIVER.  No delay, failure or discontinuance of 
Bank in exercising any right, power or remedy under any of the Loan Documents 
shall affect or operate as a waiver of such right, power or remedy; nor shall 
any single or partial exercise of any such right, power or remedy preclude, 
waive or otherwise affect any other or further exercise thereof or the exercise 
of any other right, power or remedy.  Any waiver, permit, consent or approval 
of any kind by Bank of any breach of or default under any of the Loan Documents 
must be in writing and shall be effective only to the extent set forth in such 
writing. 
 
         SECTION 7.2.     NOTICES.  All notices, requests and demands which any 
party is required or may desire to give to any other party under any provision 
of this Agreement must be in writing delivered to each party at the following 
address: 
 
 
 
         BORROWER:        DIODES INCORPORATED 
                          3050 East Hillcrest Drive, Ste. #200 
                          Westlake Village, California 91362 
 
 
         BANK:            WELLS FARGO BANK, NATIONAL ASSOCIATION 
                          6001 Topanga Canyon Blvd., Ste. #205 
                          Woodland Hills, California 91367 
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or to such other address as any party may designate by written notice to all 
other parties.  Each such notice, request and demand shall be deemed given or 
made as follows:  (a) if sent by hand delivery, upon delivery; (b) if sent by 
mail, upon the earlier of the date of receipt or three (3) days after deposit 
in the U.S. mail, first class and postage prepaid; and (c) if sent by telecopy, 
upon receipt. 
 
         SECTION 7.3.     COSTS, EXPENSES AND ATTORNEYS' FEES.  Borrower shall 
pay to Bank immediately upon demand the full amount of all costs and expenses, 
including reasonable attorneys' fees (to include outside counsel fees and all 
allocated costs of Bank's in-house counsel), incurred by Bank in connection 
with (a)the enforcement of Bank's rights and/or the collection of any amounts 
which become due to Bank under any of the Loan Documents, and(b) the 
prosecution or defense of any action in any way related to any of the Loan 
Documents, including without limitation any action for declaratory relief. 
 
         SECTION 7.4.     SUCCESSORS, ASSIGNMENT.  This Agreement shall be 
binding on and inure to the benefit of the heirs, executors, administrators, 
legal representatives, successors and assigns of the parties; provided however, 
that Borrower may not assign or transfer its interest hereunder without the 
prior written consent of Bank.  Bank reserves the right to sell, assign, 
transfer, negotiate or grant participation in all or any part of, or any 
interest in, Bank's rights and benefits under each of the Loan Documents.  In 
connection therewith, Bank may disclose all documents and information which 
Bank now has or may hereafter acquire relating to any credit extended by Bank 
to Borrower, Borrower or its business, any Guarantor or the business of any 
Guarantor, or any collateral required hereunder. 
 
         SECTION 7.5.     ENTIRE AGREEMENT, AMENDMENT.  This Agreement and each 
other of the Loan Documents constitute the entire agreement between Borrower 
and Bank with 
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respect to any extension of credit by Bank subject hereto and supersede all 
prior negotiations, communications, discussions and correspondence concerning 
the subject matter hereof.  This Agreement may be amended or modified only by a 
written instrument executed by each party hereto. 
 
         SECTION 7.6.     NO THIRD PARTY BENEFICIARIES.  This Agreement is made 
and entered into for the sole protection and benefit of the parties hereto and 
their respective permitted successors and assigns, and no other person or 
entity shall be a third party beneficiary of, or have any direct or indirect 
cause of action or claim in connection with, this Agreement or any other of the 
Loan Documents to which it is not a party. 
 
         SECTION 7.7.     TIME.  Time is of the essence of each and every 
provision of this Agreement and each other of the Loan Documents. 
 
         SECTION 7.8.     SEVERABILITY OF PROVISIONS.  If any provision of this 
Agreement shall be prohibited by or invalid under applicable law, such 
provision shall be ineffective only to the extent of such prohibition or 
invalidity without invalidating the remainder of such provision or any 
remaining provisions of this Agreement. 
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         SECTION 7.9.     GOVERNING LAW.  This Agreement shall be governed by 
and construed in accordance with the laws of the State of California, except to 
the extent that Bank has greater rights or remedies under Federal law, whether 
as a national bank or otherwise, in which case such choice of California law 
shall not be deemed to deprive Bank of such rights and remedies as may be 
available under Federal law. 
 
         IN WITNESS WHEREOF, the parties hereto have caused this Agreement to 
be executed as of the day and year first written above. 
 
 
DIODES INCORPORATED                          WELLS FARGO BANK, NATIONAL 
                                             ASSOCIATION 
 
 
By: /s/ Pedro Morillas                       /s/  Nancy Clark 
                                             Assistant Vice President 
Title:  Executive Vice President 
 
 
 
By:  /s/ Joseph Liu 
 
Title:  VP Operations & CFO 
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                                   EXHIBIT "A" 
 
                         REVOLVING LINE OF CREDIT NOTE 
 
 
$10,000,000.00                                      Woodland Hills, California 
                                                              November 1, 1995 
 
         FOR VALUE RECEIVED, the undersigned DIODES INCORPORATED ("Borrower") 
promises to pay to the order of WELLS FARGO BANK, NATIONAL ASSOCIATION ("Bank") 
at its office at Warner Ranch RCBO, 6001 Topanga Canyon Blvd., Suite #205, 
Woodland Hills, California, or at such other place as the holder hereof may 
designate, in lawful money of the United States of America and in immediately 
available funds, the principal sum of Ten Million  Dollars ($10,000,000.00), or 
so much thereof as may be advanced and be outstanding, with interest thereon, 
to be computed on each advance from the date of its disbursement (computed on 
the basis of a 360-day year, actual days elapsed) either (i) at a fluctuating 
rate per annum equal to  Prime Rate in effect from time to time, or (ii) at a 
fixed rate per annum determined by Bank to be one and one quarter percent 
(1.25%) above Bank's LIBOR in effect on the first day of the applicable Fixed 
Rate Term.  When interest is determined in relation to the Prime Rate, each 
change in the rate of interest hereunder shall become effective on the date 
each Prime Rate change is announced within Bank.  With respect to each LIBOR 
option selected hereunder, Bank is hereby authorized to note the date, 
principal amount, interest rate and Fixed Rate Term applicable thereto and any 
payments made thereon on Bank's books and records (either manually or by 
electronic entry) and/or on any schedule attached to this Note, which notations 
shall be prima facie evidence of the accuracy of the information noted. 
 
A.       DEFINITIONS: 
 
         As used herein, the following terms shall have the meanings set forth 
after each: 
 
         1.      "Business Day" means any day except a Saturday, Sunday or any 
other day designated as a holiday under Federal or California statute or 
regulation. 
 
         2.      "Fixed Rate Term" means a period commencing on a Business Day 
and continuing for not less than thirty (30) days, as designated by Borrower, 
during which all or a portion of the outstanding principal balance of this Note 
bears interest determined in relation to Bank's LIBOR; provided however, that 
no Fixed Rate Term may be selected for a principal amount less than Two Hundred 
Fifty Thousand Dollars ($250,000.00); and provided further, that no Fixed Rate 
Term shall extend beyond the scheduled maturity date hereof.  If any Fixed Rate 
Term would end on a day which is not a Business Day, then such Fixed Rate Term 
shall be extended to the next succeeding Business Day. 
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         3.      "LIBOR" means the rate per annum (rounded upward, if 
necessary, to the nearest whole 1/8 of 1%) and determined pursuant to the 
following formula: 
 
         LIBOR =    Base LIBOR           
                    ------------------------------- 
                    100% - LIBOR Reserve Percentage 
 
         (a)     "Base LIBOR" means the rate per annum for United States dollar 
deposits quoted by Bank as the Inter-Bank Market Offered Rate, with the 
understanding that such rate is quoted by Bank for the purpose of calculating 
effective rates of interest for loans making reference thereto, on the first 
day of a Fixed Rate Term for delivery of funds on said date for a period of 
time approximately equal to the number of days in such Fixed Rate Term and in 
an amount approximately equal to the principal amount to which such Fixed Rate 
Term applies.  Borrower understands and agrees that Bank may base its quotation 
of the Inter-Bank Market Offered Rate upon such offers or other market 
indicators of the Inter-Bank Market as Bank in its discretion deems appropriate 
including, but not limited to, the rate offered for U.S. dollar deposits on the 
London Inter-Bank Market. 
 
         (b)     "LIBOR Reserve Percentage" means the reserve percentage 
prescribed by the Board of Governors of the Federal Reserve System (or any 
successor) for "Eurocurrency Liabilities" (as defined in Regulation D of the 
Federal Reserve Board, as amended), adjusted by Bank for expected changes in 
such reserve percentage during the applicable Fixed Rate Term. 
 
         4.      "Prime Rate" means at any time the rate of interest most 
recently announced within Bank at its principal office in San Francisco as its 
Prime Rate, with the understanding that the Prime Rate is one of Bank's base 
rates and serves as the basis upon which effective rates of interest are 
calculated for those loans making reference thereto, and is evidenced by the 
recording thereof after its announcement in such internal publication or 
publications as Bank may designate. 
 
B.       INTEREST: 
 
         1.      Payment of Interest.  Interest accrued on this Note shall be 
payable on the first day of each month, commencing December 1, 1995. 
 
         2.      Selection of Interest Rate Options.  At any time any portion 
of the outstanding principal balance of this Note bears interest determined in 
relation to Bank's LIBOR, it may be continued by Borrower at the end of the 
Fixed Rate Term applicable thereto so that it bears interest determined in 
relation to the Prime Rate or in relation to Bank's LIBOR for a new Fixed Rate 
Term designated by Borrower.  At any time any portion of the outstanding 
principal balance of this Note bears interest determined in relation to the 
Prime Rate, Borrower may convert all or a portion thereof so that it bears 
interest determined in relation to Bank's LIBOR for a Fixed Rate Term 
designated by Borrower.  At the time each advance is requested hereunder or 
Borrower wishes to select the LIBOR option for all or a portion of the 
outstanding principal balance hereof, and at the end of each Fixed Rate Term, 
Borrower shall give Bank notice specifying (a) the interest rate option 
selected by Borrower, (b) the principal amount subject thereto, and (c) if the 
LIBOR option is 
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selected, the length of the applicable Fixed Rate Term.  Any such notice may be 
given by telephone so long as, with respect to each LIBOR option selected by 
Borrower, (i) Bank receives written confirmation from Borrower not later than 
three (3) Business Days after such telephone notice is given, and (ii) such 
notice is given to Bank prior to 10:00 a.m., California time, on the first day 
of the Fixed Rate Term.  For each LIBOR option requested hereunder, Bank will 
quote the applicable fixed rate to Borrower at approximately 10:00 a.m., 
California time, on the first day of the Fixed Rate Term.  If Borrower does not 
immediately accept the rate quoted by Bank, any subsequent acceptance by 
Borrower shall be subject to a redetermination by Bank of the applicable fixed 
rate; provided however, that if Borrower fails to accept any such rate by 11:00 
a.m., California time, on the Business Day such quotation is given, then the 
quoted rate shall expire and Bank shall have no obligation to permit a LIBOR 
option to be selected on such day.  If no specific designation of interest is 
made at the time any advance is requested hereunder or at the end of any Fixed 
Rate Term, Borrower shall be deemed to have made a Prime Rate interest 
selection for such advance or the principal amount to which such Fixed Rate 
Term applied. 
 
         3.      Additional LIBOR Provisions. 
 
         (a)     If Bank at any time shall determine that for any reason 
adequate and reasonable means do not exist for ascertaining Bank's LIBOR, then 
Bank shall promptly give notice thereof to Borrower.  If such notice is given 
and until such notice has been withdrawn by Bank, than (i) no new LIBOR option 
may be selected by Borrower, and (ii) any portion of the outstanding principal 
balance hereof which bears interest determined in relation to Bank's LIBOR, 
subsequent to the end of the Fixed Rate Term applicable thereto, shall bear 
interest determined in relation to the Prime Rate. 
 
         (b)     If any law, treaty, rule, regulation or determination of a 
court or governmental authority or any change therein or in the interpretation 
or application thereof (each, a "Change in Law") shall make it unlawful for 
Bank (i) to make LIBOR options available hereunder, or (ii) to maintain 
interest rates based on Bank's LIBOR, then in the former event, any obligation 
of Bank to make available such unlawful LIBOR options shall immediately be 
canceled, and in the latter event, any such unlawful LIBOR-based interest rates 
then outstanding shall be converted, at Bank's option, so that interest on the 
portion of the outstanding principal balance subject thereto is determined in 
relation to the Prime Rate; provided however, that if any such Change in Law 
shall permit any LIBOR-based interest rates to remain in effect until the 
expiration of the Fixed Rate Term applicable thereto, then such permitted 
LIBOR-based interest rates shall continue in effect until the expiration of 
such Fixed Rate Term.  Upon the occurrence of any of the foregoing events, 
Borrower shall pay to Bank immediately upon demand such amounts as may be 
necessary to compensate Bank for any fines, fees, charges, penalties or other 
costs incurred or payable by Bank as a result thereof and which are 
attributable to any LIBOR options made available to Borrower hereunder, and any 
reasonable allocation made by Bank among its operations shall be conclusive and 
binding upon Borrower. 
 
         (c)     If any Change in Law or compliance by Bank with any request or 
directive (whether or not having the force of law) from any central bank or 
other governmental authority shall: 
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         (i)     subject Bank to any tax, duty or other charge with respect to 
any LIBOR options, or change the basis of taxation of payments to Bank of 
principal, interest, fees or any other amount payable hereunder (except for 
changes in the rate of tax on the overall net income of Bank); or 
 
         (ii)    impose, modify or hold applicable any reserve, special 
deposit, compulsory loan or similar requirement against assets held by, 
deposits or other liabilities in or for the account of, advances or loans by, 
or any other acquisition of funds by any office of Bank; or 
 
         (iii)   impose on Bank any other condition; 
 
and the result of any of the foregoing is to increase the cost to Bank of 
making, renewing or maintaining any LIBOR options hereunder and/or to reduce 
any amount receivable by Bank in connection therewith, then in any such case, 
Borrower shall pay to Bank immediately upon demand such amounts as may be 
necessary to compensate Bank for any additional costs incurred by Bank and/or 
reductions in amounts received by Bank which are attributable to such LIBOR 
options.  In determining which costs incurred by Bank and/or reductions in 
amounts received by Bank are attributable to any LIBOR options made available 
to Borrower hereunder, any reasonable allocation made by Bank among its 
operations shall be conclusive and binding upon Borrower. 
 
         4.      Default Interest.  From and after the maturity date of this 
Note, or such earlier date as all principal owing hereunder becomes due and 
payable by acceleration or otherwise, the outstanding principal balance of this 
Note shall bear interest until paid in full at an increased rate per annum 
(computed on the basis of a 360-day year, actual days elapsed) equal to four 
percent (4%) above the rate of interest from time to time applicable to this 
Note. 
 
C.       BORROWING AND REPAYMENT: 
 
         1.      Borrowing and Repayment.  Borrower may from time to time 
during the term of this Note borrow, partially or wholly repay its outstanding 
borrowings, and reborrow, subject to all of the limitations, terms and 
conditions of this Note and of any document executed in connection with this 
Note; provided however, that the total outstanding borrowings under this Note 
shall not at any time exceed the principal amount stated above.  The unpaid 
principal balance of this obligation at any time shall be the total amounts 
advanced hereunder by the holder hereof less the amount of principal payments 
made hereon by or for any Borrower, which balance may be endorsed hereon from 
time to time by the holder.  The outstanding principal balance of this Note 
shall be due and payable in full on November 1, 1996. 
 
         2.      Advances.  Advances hereunder, to the total amount of the 
principal sum stated above, may be made by the holder at the oral or written 
request of (a) Pedro Morillas or Joseph Liu or Carl Wertz, any one acting 
alone, who are authorized to request advances and direct the disposition of any 
advances until written notice of the revocation of such authority is received 
by the holder at the office designated above, or (b) any person, with respect 
to advances deposited to the credit of any account of any Borrower with the 
holder, which advances, when so deposited, shall be conclusively presumed to 
have been made to or for the benefit of each Borrower regardless of the fact 
that persons other than those authorized to request advances may have authority 
to draw against 
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such account.  The holder shall have no obligation to determine whether any 
person requesting an advance is or has been authorized by any Borrower. 
 
         3.      Application of Payments.  Each payment made on this Note shall 
be credited first, to any interest then due and second, to the outstanding 
principal balance hereof.  All payments credited to principal shall be applied 
first, to the outstanding principal balance of this Note which bears interest 
determined in relation to the Prime Rate, if any, and second, to the 
outstanding principal balance of this Note which bears interest determined in 
relation to Bank's LIBOR, with such payments applied to the oldest Fixed Rate 
Term first. 
 
         4.      Prepayment. 
 
         (a)     Prime Rate.  Borrower may prepay principal on any portion of 
this Note which bears interest determined in relation to the Prime Rate at any 
time, in any amount and without penalty. 
 
         (b)     LIBOR.  Borrower may prepay principal on any portion of this 
Note which bears interest determined in relation to Bank's LIBOR at any time 
and in the minimum amount of Fifty Thousand Dollars ($50,000.00); provided 
however, that if the outstanding principal balance of such portion of this Note 
is less than said amount, the minimum prepayment amount shall be the entire 
outstanding principal balance thereof.  In consideration of Bank providing this 
prepayment option to Borrower, or if any such portion of this Note shall become 
due and payable at any time prior to the last day of the Fixed Rate Term 
applicable thereto by acceleration or otherwise, Borrower shall pay to Bank 
immediately upon demand a fee which is the sum of the discounted monthly 
differences for each month from the month of prepayment through the month in 
which such Fixed Rate Term matures, calculated as follows for each such month: 
 
         (i)     Determine the amount of interest which would have accrued each 
month on the amount prepaid at the interest rate applicable to such amount had 
it remained outstanding until the last day of the Fixed Rate Term applicable 
thereto. 
 
         (ii)    Subtract from the amount determined in (i) above the amount of 
interest which would have accrued for the same month on the amount prepaid for 
the remaining term of such Fixed Rate Term at Bank's LIBOR in effect on the 
date of prepayment for new loans made for such term and in a principal amount 
equal to the amount prepaid. 
 
         (iii)   If the result obtained in (ii) for any month is greater than 
zero, discount that difference by Bank's LIBOR used in (ii) above. 
 
Each Borrower acknowledges that prepayment of such amount will result in Bank 
incurring additional costs, expenses and/or liabilities, and that it is 
difficult to ascertain the full extent of such costs, expenses and/or 
liabilities.  Each Borrower, therefore, agrees to pay the above-described 
prepayment fee and agrees that said amount represents a reasonable estimate of 
the prepayment costs, expenses and/or liabilities of Bank.  If Borrower fails 
to pay any prepayment fee when due, the amount of such prepayment fee shall 
thereafter bear interest until paid at a rate per annum two 
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percent (2%) above the Prime Rate in effect from time to time (computed on the 
basis of a 360-day year, actual days elapsed). 
 
D.       EVENTS OF DEFAULT: 
 
         This Note is made pursuant to and is subject to the terms and 
conditions of that certain Credit Agreement between Borrower and Bank dated as 
of November 1, 1995, as amended from time to time.  Any default in the payment 
or performance of any obligation, or any defined event of default, under said 
Credit Agreement shall constitute an "Event of Default" under this Note. 
 
E.       MISCELLANEOUS: 
 
         1.      Remedies.  Upon the occurrence of any Event of Default, the 
holder of this Note, at the holder's option, may declare all sums of principal 
and interest outstanding hereunder to be immediately due and payable without 
presentment, demand, protest or notice of dishonor, all of which are expressly 
waived by each Borrower, and the obligation, if any, of the holder to extend 
any further credit hereunder shall immediately cease and terminate.  Each 
Borrower shall pay to the holder immediately upon demand the full amount of all 
payments, advances, charges, costs and expenses, including reasonable 
attorneys' fees (to include outside counsel fees and all allocated costs of the 
holder's in-house counsel), incurred by the holder in connection with the 
enforcement of the holder's rights and/or the collection of any amounts which 
become due to the holder under this Note, and the prosecution or defense of any 
action in any way related to this Note, including without limitation, any 
action for declaratory relief, and including any of the foregoing incurred in 
connection with any bankruptcy proceeding relating to any Borrower. 
 
         2.      Obligations Joint and Several.  Should more than one person or 
entity sign this Note as a Borrower, the obligations of each such Borrower 
shall be joint and several. 
 
         3.      Governing Law.  This Note shall be governed by and construed 
in accordance with the laws of the State of California, except to the extent 
Bank has greater rights or remedies under Federal law, whether as a national 
bank or otherwise, in which case such choice of California law shall not be 
deemed to deprive Bank of any such rights and remedies as may be available 
under Federal law. 
 
DIODES INCORPORATED 
 
 
By:  /s/ Pedro Morillas 
 
Title:  Executive Vice President 
 
 
By:  /s/ Joseph Liu 
 
Title:  VP Operations & CFO 
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                                   EXHIBIT "B" 
                                    
                              TERM COMMITMENT NOTE 
 
 
$4,000,000.00                                       Woodland Hills, California 
                                                              November 1, 1995 
 
         FOR VALUE RECEIVED, the undersigned DIODES INCORPORATED ("Borrower") 
promises to pay to the order of WELLS FARGO BANK, NATIONAL ASSOCIATION ("Bank") 
at its office at Warner Ranch RCBO, 6001 Topanga Canyon Blvd., Suite #205, 
Woodland Hills, California, or at such other place as the holder hereof may 
designate, in lawful money of the United States of America and in immediately 
available funds, the principal sum of Four Million Dollars ($4,000,000.00), or 
so much thereof as may be advanced and be outstanding, with interest thereon, 
to be computed on each advance from the date of its disbursement (computed on 
the basis of a 360-day year, actual days elapsed) either (i) at a fluctuating 
rate per annum equal to the Prime Rate in effect from time to time, or (ii) at 
a fixed rate per annum determined by Bank to be one and one quarter percent 
(1.25%) above Bank's LIBOR in effect on the first day of the applicable Fixed 
Rate Term.  When interest is determined in relation to the Prime Rate, each 
change in the rate of interest hereunder shall become effective on the date 
each Prime Rate change is announced within Bank.  With respect to each LIBOR 
option selected hereunder, Bank is hereby authorized to note the date, 
principal amount, interest rate and Fixed Rate Term applicable thereto and any 
payments made thereon on Bank's books and records (either manually or by 
electronic entry) and/or on any schedule attached to this Note, which notations 
shall be prima facie evidence of the accuracy of the information noted. 
 
A.       DEFINITIONS: 
 
         As used herein, the following terms shall have the meanings set forth 
after each: 
 
         1.      "Business Day" means any day except a Saturday, Sunday or any 
other day designated as a holiday under Federal or California statute or 
regulation. 
 
         2.      "Fixed Rate Term" means a period commencing on a Business Day 
and continuing for not less than thirty (30) days, nor more than five (5) 
years, as designated by Borrower, during which all or a portion of the 
outstanding principal balance of this Note bears interest determined in 
relation to Bank's LIBOR; provided however, that no Fixed Rate Term may be 
selected for a principal amount less than Two Hundred Fifty Thousand Dollars 
($250,000.00); and provided further, that no Fixed Rate Term shall extend 
beyond the scheduled maturity date hereof.  If any Fixed Rate Term would end on 
a day which is not a Business Day, then such Fixed Rate Term shall be extended 
to the next succeeding Business Day. 
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         3.      "LIBOR" means the rate per annum (rounded upward, if 
necessary, to the nearest whole 1/8 of 1%) and determined pursuant to the 
following formula: 
 
         LIBOR =   Base LIBOR           
                   ------------------------------- 
                   100% - LIBOR Reserve Percentage 
 
         (a)     "Base LIBOR" means the rate per annum for United States dollar 
deposits quoted by Bank as the Inter-Bank Market Offered Rate, with the 
understanding that such rate is quoted by Bank for the purpose of calculating 
effective rates of interest for loans making reference thereto, on the first 
day of a Fixed Rate Term for delivery of funds on said date for a period of 
time approximately equal to the number of days in such Fixed Rate Term and in 
an amount approximately equal to the principal amount to which such Fixed Rate 
Term applies.  Borrower understands and agrees that Bank may base its quotation 
of the Inter-Bank Market Offered Rate upon such offers or other market 
indicators of the Inter-Bank Market as Bank in its discretion deems appropriate 
including, but not limited to, the rate offered for U.S. dollar deposits on the 
London Inter-Bank Market. 
 
         (b)     "LIBOR Reserve Percentage" means the reserve percentage 
prescribed by the Board of Governors of the Federal Reserve System (or any 
successor) for "Eurocurrency Liabilities" (as defined in Regulation D of the 
Federal Reserve Board, as amended), adjusted by Bank for expected changes in 
such reserve percentage during the applicable Fixed Rate Term. 
 
         4.      "Prime Rate" means at any time the rate of interest most 
recently announced within Bank at its principal office in San Francisco as its 
Prime Rate, with the understanding that the Prime Rate is one of Bank's base 
rates and serves as the basis upon which effective rates of interest are 
calculated for those loans making reference thereto, and is evidenced by the 
recording thereof after its announcement in such internal publication or 
publications as Bank may designate. 
 
B.       INTEREST: 
 
         1.      Payment of Interest.  Interest accrued on this Note shall be 
payable on the first day of each month, commencing December 1, 1995. 
 
         2.      Selection of Interest Rate Options.  At any time any portion 
of the outstanding principal balance of this Note bears interest determined in 
relation to Bank's LIBOR, it may be continued by Borrower at the end of the 
Fixed Rate Term applicable thereto so that it bears interest determined in 
relation to the Prime Rate or in relation to Bank's LIBOR for a new Fixed Rate 
Term designated by Borrower.  At any time any portion of the outstanding 
principal balance of this Note bears interest determined in relation to the 
Prime Rate, Borrower may convert all or a portion thereof so that it bears 
interest determined in relation to Bank's LIBOR for a Fixed Rate Term 
designated by Borrower.  At the time each advance is requested hereunder or 
Borrower wishes to select the LIBOR option for all or a portion of the 
outstanding principal balance hereof, and at the end of each Fixed Rate Term, 
Borrower shall give Bank notice specifying (a) the interest rate option 
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selected by Borrower, (b) the principal amount subject thereto, and (c) if the 
LIBOR option is selected, the length of the applicable Fixed Rate Term.  Any 
such notice may be given by telephone so long as, with respect to each LIBOR 
option selected by Borrower, (i) Bank receives written confirmation from 
Borrower not later than three (3) Business Days after such telephone notice is 
given, and (ii) such notice is given to Bank prior to 10:00 a.m., California 
time, on the first day of the Fixed Rate Term.  For each LIBOR option requested 
hereunder, Bank will quote the applicable fixed rate to Borrower at 
approximately 10:00 a.m., California time, on the first day of the Fixed Rate 
Term.  If Borrower does not immediately accept the rate quoted by Bank, any 
subsequent acceptance by Borrower shall be subject to a redetermination by Bank 
of the applicable fixed rate; provided however, that if Borrower fails to 
accept any such rate by 11:00 a.m., California time, on the Business Day such 
quotation is given, then the quoted rate shall expire and Bank shall have no 
obligation to permit a LIBOR option to be selected on such day.  If no specific 
designation of interest is made at the time any advance is requested hereunder 
or at the end of any Fixed Rate Term, Borrower shall be deemed to have made a 
Prime Rate interest selection for such advance or the principal amount to which 
such Fixed Rate Term applied. 
 
         3.      Additional LIBOR Provisions. 
 
         (a)     If Bank at any time shall determine that for any reason 
adequate and reasonable means do not exist for ascertaining Bank's LIBOR, then 
Bank shall promptly give notice thereof to Borrower.  If such notice is given 
and until such notice has been withdrawn by Bank, than (i) no new LIBOR option 
may be selected by Borrower, and (ii) any portion of the outstanding principal 
balance hereof which bears interest determined in relation to Bank's LIBOR, 
subsequent to the end of the Fixed Rate Term applicable thereto, shall bear 
interest determined in relation to the Prime Rate. 
 
         (b)     If any law, treaty, rule, regulation or determination of a 
court or governmental authority or any change therein or in the interpretation 
or application thereof (each, a "Change in Law") shall make it unlawful for 
Bank (i) to make LIBOR options available hereunder, or (ii) to maintain 
interest rates based on Bank's LIBOR, then in the former event, any obligation 
of Bank to make available such unlawful LIBOR options shall immediately be 
canceled, and in the latter event, any such unlawful LIBOR-based interest rates 
then outstanding shall be converted, at Bank's option, so that interest on the 
portion of the outstanding principal balance subject thereto is determined in 
relation to the Prime Rate; provided however, that if any such Change in Law 
shall permit any LIBOR-based interest rates to remain in effect until the 
expiration of the Fixed Rate Term applicable thereto, then such permitted 
LIBOR-based interest rates shall continue in effect until the expiration of 
such Fixed Rate Term.  Upon the occurrence of any of the foregoing events, 
Borrower shall pay to Bank immediately upon demand such amounts as may be 
necessary to compensate Bank for any fines, fees, charges, penalties or other 
costs incurred or payable by Bank as a result thereof and which are 
attributable to any LIBOR options made available to Borrower hereunder, and any 
reasonable allocation made by Bank among its operations shall be conclusive and 
binding upon Borrower. 
 
         (c)     If any Change in Law or compliance by Bank with any request or 
directive (whether or not having the force of law) from any central bank or 
other governmental authority shall: 
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         (i)     subject Bank to any tax, duty or other charge with respect to 
any LIBOR options, or change the basis of taxation of payments to Bank of 
principal, interest, fees or any other amount payable hereunder (except for 
changes in the rate of tax on the overall net income of Bank); or 
 
         (ii)    impose, modify or hold applicable any reserve, special 
deposit, compulsory loan or similar requirement against assets held by, 
deposits or other liabilities in or for the account of, advances or loans by, 
or any other acquisition of funds by any office of Bank; or 
 
         (iii)   impose on Bank any other condition; 
 
and the result of any of the foregoing is to increase the cost to Bank of 
making, renewing or maintaining any LIBOR options hereunder and/or to reduce 
any amount receivable by Bank in connection therewith, then in any such case, 
Borrower shall pay to Bank immediately upon demand such amounts as may be 
necessary to compensate Bank for any additional costs incurred by Bank and/or 
reductions in amounts received by Bank which are attributable to such LIBOR 
options.  In determining which costs incurred by Bank and/or reductions in 
amounts received by Bank are attributable to any LIBOR options made available 
to Borrower hereunder, any reasonable allocation made by Bank among its 
operations shall be conclusive and binding upon Borrower. 
 
         4.      Default Interest.  From and after the maturity date of this 
Note, or such earlier date as all principal owing hereunder becomes due and 
payable by acceleration or otherwise, the outstanding principal balance of this 
Note shall bear interest until paid in full at an increased rate per annum 
(computed on the basis of a 360-day year, actual days elapsed) equal to four 
percent (4%) above the rate of interest from time to time applicable to this 
Note. 
 
C.       BORROWING AND REPAYMENT: 
 
         1.      Borrowing and Repayment.  Borrower may from time to time 
during the term of this Note borrow, partially or wholly repay its outstanding 
borrowings, and, subject to all of the limitations, terms and conditions of 
this Note and of any document executed in connection with this Note; provided 
however, that amounts repaid may not be reborrowed and that total borrowings 
under this Note shall not exceed the principal amount stated above.  The unpaid 
principal balance of this obligation at any time shall be the total amounts 
advanced hereunder by the holder hereof less the amount of principal payments 
made hereon by or for any Borrower, which balance may be endorsed hereon from 
time to time by the holder.  The outstanding principal balance of this Note 
shall be due and payable in 60 equal consecutive monthly installments, each 
equal to one-sixtieth (1/60) of the outstanding principal balance of this Note 
on November 1, 1996, with such payments commencing on December 1, 1996 and 
thereafter on the 1st day of each month up to and including November 1, 2001, 
on which date all outstanding obligations under this Note shall be due and 
payable in full. 
 
         2.      Advances.  Advances hereunder, to the total amount of the 
principal sum stated above, may be made by the holder at the oral or written 
request of (a) Pedro Morillas or Joseph Liu or Carl Wertz, any one acting 
alone, who are authorized to request advances and direct the disposition of any 
advances until written notice of the revocation of such authority is received 
by the 
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holder at the office designated above, or (b) any person, with respect to 
advances deposited to the credit of any account of any Borrower with the 
holder, which advances, when so deposited, shall be conclusively presumed to 
have been made to or for the benefit of each Borrower regardless of the fact 
that persons other than those authorized to request advances may have authority 
to draw against such account.  The holder shall have no obligation to determine 
whether any person requesting an advance is or has been authorized by any 
Borrower. 
 
         3.      Application of Payments.  Each payment made on this Note shall 
be credited first, to any interest then due and second, to the outstanding 
principal balance hereof.  All payments credited to principal shall be applied 
first, to the outstanding principal balance of this Note which bears interest 
determined in relation to the Prime Rate, if any, and second, to the 
outstanding principal balance of this Note which bears interest determined in 
relation to Bank's LIBOR, with such payments applied to the oldest Fixed Rate 
Term first. 
 
         4.      Prepayment. 
 
         (a)     Prime Rate.  Borrower may prepay principal on any portion of 
this Note which bears interest determined in relation to the Prime Rate at any 
time, in any amount and without penalty. 
 
         (b)     LIBOR.  Borrower may prepay principal on any portion of this 
Note which bears interest determined in relation to Bank's LIBOR at any time 
and in the minimum amount of Fifty Thousand Dollars ($50,000.00); provided 
however, that if the outstanding principal balance of such portion of this Note 
is less than said amount, the minimum prepayment amount shall be the entire 
outstanding principal balance thereof.  In consideration of Bank providing this 
prepayment option to Borrower, or if any such portion of this Note shall become 
due and payable at any time prior to the last day of the Fixed Rate Term 
applicable thereto by acceleration or otherwise, Borrower shall pay to Bank 
immediately upon demand a fee which is the sum of the discounted monthly 
differences for each month from the month of prepayment through the month in 
which such Fixed Rate Term matures, calculated as follows for each such month: 
 
         (i)     Determine the amount of interest which would have accrued each 
month on the amount prepaid at the interest rate applicable to such amount had 
it remained outstanding until the last day of the Fixed Rate Term applicable 
thereto. 
 
         (ii)    Subtract from the amount determined in (i) above the amount of 
interest which would have accrued for the same month on the amount prepaid for 
the remaining term of such Fixed Rate Term at Bank's LIBOR in effect on the 
date of prepayment for new loans made for such term and in a principal amount 
equal to the amount prepaid. 
 
         (iii)   If the result obtained in (ii) for any month is greater than 
zero, discount that difference by Bank's LIBOR used in (ii) above. 
 
Each Borrower acknowledges that prepayment of such amount will result in Bank 
incurring additional costs, expenses and/or liabilities, and that it is 
difficult to ascertain the full extent of such costs, expenses and/or 
liabilities.  Each Borrower, therefore, agrees to pay the above-described 
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prepayment fee and agrees that said amount represents a reasonable estimate of 
the prepayment costs, expenses and/or liabilities of Bank.  If Borrower fails 
to pay any prepayment fee when due, the amount of such prepayment fee shall 
thereafter bear interest until paid at a rate per annum two percent (2%) above 
the Prime Rate in effect from time to time (computed on the basis of a 360-day 
year, actual days elapsed). 
 
D.       EVENTS OF DEFAULT: 
 
         This Note is the Term Commitment Note made pursuant to and is subject 
to the terms and conditions of that certain Credit Agreement between Borrower 
and Bank dated as of November 1, 1995, as amended from time to time.  Any 
default in the payment or performance of any obligation, or any defined event 
of default, under said Credit Agreement shall constitute an "Event of Default" 
under this Note. 
 
E.       MISCELLANEOUS: 
 
         1.      Remedies.  Upon the occurrence of any Event of Default, the 
holder of this Note, at the holder's option, may declare all sums of principal 
and interest outstanding hereunder to be immediately due and payable without 
presentment, demand, protest or notice of dishonor, all of which are expressly 
waived by each Borrower, and the obligation, if any, of the holder to extend 
any further credit hereunder shall immediately cease and terminate.  Each 
Borrower shall pay to the holder immediately upon demand the full amount of all 
payments, advances, charges, costs and expenses, including reasonable 
attorneys' fees (to include outside counsel fees and all allocated costs of the 
holder's in-house counsel), incurred by the holder in connection with the 
enforcement of the holder's rights and/or the collection of any amounts which 
become due to the holder under this Note, and the prosecution or defense of any 
action in any way related to this Note, including without limitation, any 
action for declaratory relief, and including any of the foregoing incurred in 
connection with any bankruptcy proceeding relating to any Borrower. 
 
         2.      Governing Law.  This Note shall be governed by and construed 
in accordance with the laws of the State of California, except to the extent 
Bank has greater rights or remedies under Federal law, whether as a national 
bank or otherwise, in which case such choice of California law shall not be 
deemed to deprive Bank of any such rights and remedies as may be available 
under Federal law. 
 
DIODES INCORPORATED 
 
 
By:  /s/ Pedro Morillas 
 
Title:  Executive Vice President 
 
By:  /s/ Joseph Liu 
 
Title:  VP Operations & CFO 
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                      DIODES INCORPORATED AND SUBSIDIARIES 
 
                                 EXHIBIT - 11.1 
 
                       COMPUTATION OF EARNINGS PER SHARE 
 
 
 
 
 
                                                         THREE MONTHS ENDED                     NINE MONTHS ENDED 
                                                           SEPTEMBER 30,                          SEPTEMBER 30, 
                                                  ------------------------------          ------------------------------
                                                       1995             1994                 1995               1994 
                                                  ------------       -----------          -----------        -----------
                                                                                                  
PRIMARY 
  Weighted average number of common 
    shares outstanding                               4,949,050         4,624,269            4,855,058          4,568,636
  Weighted average number of preferred 
    shares outstanding                                       0           169,629                    0            169,629
  Assumed exercise of stock options                    327,077           329,835              350,984            396,370
                                                  ------------       -----------          -----------        -----------
                                                     5,276,127         5,123,733            5,206,042          5,134,635
 
  Net income                                       $ 1,261,075       $   638,559          $ 3,365,817        $ 1,704,030
                                                  ============       ===========          ===========        ===========
Primary earnings per share                         $      0.24       $      0.12          $      0.65        $      0.33
                                                  ============       ===========          ===========        ===========
 
FULLY-DILUTED 
  Weighted average number of common 
    shares outstanding                               4,949,050         4,624,269            4,855,058          4,568,636
  Weighted average number of 
    preferred shares outstanding                             0           169,629                    0            169,629
  Assumed exercise of stock options                    327,077           329,835              400,566            396,370
                                                  ------------       -----------          -----------        -----------
                                                     5,276,127         5,123,733            5,255,624          5,134,635
 
  Net income                                      $  1,261,075       $   638,559          $ 3,365,817        $ 1,704,030
                                                  ============       ===========          ===========        ===========
 
Fully diluted earnings per share                  $       0.24       $      0.12          $      0.64        $      0.33
                                                  ============       ===========          ===========        ===========
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