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Item 2.05 Costs Associated with Exit or Disposal Activities.

On December 11, 2008, Diodes Incorporated (the “Company”) approved a plan to respond to the recent severe economic downturn worldwide by reducing its
workforce. On December 15, 2008, the Company informed the affected employees and expects the reduction in workforce to achieve savings in operating
costs.

The Company proposed to make up to 80 jobs (approximately 15% of its European workforce) redundant at its UK operations in Oldham, which it expects to
complete by the end of the first quarter of 2009. The Company has also made additional immaterial reductions in its worldwide workforce. The Company will
record a charge of approximately $2.8 to $3.5 million in the fourth quarter of 2008 for severance costs associated with the reduction in workforce. All
severance costs associated with the reduction in workforce will result in future cash expenditures. The Company expects to pay a portion of the severance
costs in the fourth quarter of 2008 and the remaining balance in the first quarter of 2009.

The Company expects the reduction in workforce to yield an approximate $3.0 million to $4.0 million pre-tax annual cost savings beginning first quarter of
2009.

Item 7.01 Regulation FD Disclosure.

On December 11, 2008, the Company issued a press release to update its guidance for the fourth quarter of 2008 and announce the repurchase of
$46.5 million of its $230 million 2.25% Convertible Senior Notes due 2026. A copy of the press release is attached as Exhibit 99.1.

ADJUSTED EARNINGS PER SHARE

In the press release, the Company utilized a financial measure and term not calculated in accordance with generally accepted accounting principles in the
United States (“GAAP”) in order to provide investors with an alternative method for assessing its expected operating results in a manner that enables
investors to more thoroughly evaluate our current expected performance as compared to past performance. We also believe this non-GAAP measure provides
investors with a more informed baseline for modeling the Company’s expected future financial performance. Our management uses this non-GAAP measure
for the same purpose. We believe that our investors should have access to, and that we are obligated to provide, the same set of tools that we use in estimating
our results. This non-GAAP measure should be considered in addition to estimated results prepared in accordance with GAAP, but should not be considered a
substitute for or superior to GAAP estimated results. We have provided definitions for the non-GAAP financial measure, together with an explanation of why
management uses this measure and why management believes that this non-GAAP financial measure is useful to investors below.

This non-GAAP financial measure is the portion of the Company’s GAAP estimated net income assigned to each share of stock, excluding estimated
purchase accounting impact on earnings and estimated gain on extinguishment of debt as described below. Excluding the estimated gain on extinguishment of
debt provides investors with a better depiction of the Company’s expected operating results and provides a more informed baseline for modeling future
earnings expectations. Excluding the estimated amortization of acquisition-related intangible assets allows for comparison of our current expected and historic
operating performance. This non-GAAP measure should be considered in addition to estimated results prepared in accordance with GAAP but should not be
considered a substitute for or superior to GAAP estimated results and may differ from measures used by other companies. We recommend that a review of
estimated EPS on both a non-GAAP basis and GAAP basis be performed to get a comprehensive view of our estimated results.

Amortization of acquisition-related intangible assets — The Company has excluded the estimated amortization of Zetex acquisition-related intangible
assets, including developed technologies, customer relationships and trade name from its estimated non-GAAP results. The fair value of the acquisition-
related intangible assets, which was allocated to the assets through purchase accounting, is amortized using straight-line methods which approximate the
proportion of future cash flows estimated to be generated each period over the estimated useful lives of the applicable assets. We believe that the exclusion of
the estimated amortization expense of acquisition-related assets is appropriate as a significant portion of the purchase price for the acquisition was allocated to
the intangible assets that have short lives, and the exclusion of the estimated amortization expense allows comparisons of estimated operating results that are
consistent over time for both the Company’s newly acquired and long-held businesses. In addition, we exclude the estimated amortization expense as there is
significant variability and unpredictability across companies with respect to this expense.

Gain on extinguishment of debt — The Company will record a one-time non-cash gain on extinguishment of debt related to the difference between the face
value of the 2.25% Convertible Senior Notes due 2026 and the cash paid, net of tax. The Company repurchased $46.5 million face value Convertible Senior
Notes during the fourth quarter of 2008 for approximately $23.2 million in cash. This estimated extinguishment of debt gain is excluded from management’s
assessment of our estimated operating performance for the fourth quarter of 2008. We believe that the exclusion of the non-recurring estimated
extinguishment of debt provides investors an

 



 

enhanced view of similar one-time adjustments that the Company may incur from time to time and facilitates comparisons with the results of other periods
that may not reflect such gains.

The information in this Item 7.01 shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, nor shall it be deemed
incorporated by reference in any filing under the Securities Act of 1933 or the Securities Exchange Act of 1934, except as shall be expressly set forth by
specific reference in such filing.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits.
   
Exhibit   
Number  Description
   
99.1  Press release dated December 11, 2008.

Cautionary Information Regarding Forward-Looking Statements

Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995: Any statements set forth above or in the attached press release that are not
historical facts are forward-looking statements that involve risks and uncertainties that could cause actual results to differ materially from those in the
forward-looking statements. Such statements include statements regarding our expectation that: the Company proposed to make up to 80 jobs redundant at its
UK operations in Oldham, which the Company expects to complete by the end of the first quarter of 2009; the Company will record a charge of
approximately $2.8 to $3.5 million in the fourth quarter of 2008 for severance costs associated with the reduction in workforce; all severance costs associated
with the reduction in workforce will result in future cash expenditures; the Company expects to pay a portion of the severance costs in the fourth quarter of
2008 and the remaining balance in the first quarter of 2009; and the Company expects the reduction in workforce to yield an approximately $3.0 to
$4.0 million pre-tax annual cost savings beginning in the first quarter of 2009. Potential risks and uncertainties include, but are not limited to, such factors as
the UBS settlement may not provide us with the liquidity intended; we may not realize the anticipated cost savings; we may not effect the planned further
reductions in costs or these cost containment measures may not prove to be material; our updated guidance may be incorrect; the severity and duration of the
current global economic weakness, recession and financial uncertainty, and other risks and information detailed from time to time in the Company’s filings
with the United States Securities and Exchange Commission. The forward-looking statements included in this report on Form 8-K are made only as of the
date of this report, and the Company undertakes no obligation to update the forward-looking statements to reflect subsequent events or circumstances.

 



 

SIGNATURES

     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 hereunto duly authorized.
     
Dated: December 16, 2008 DIODES INCORPORATED

  

 By:  /s/ Carl C. Wertz   
  CARL C. WERTZ  
  Chief Financial Officer  
 

 



EXHIBIT 99.1

Diodes Incorporated Updates Fourth Quarter Guidance and Repurchases
$46.5 million of its $230 Million Convertible Senior Notes

DALLAS, TX — December 11, 2008 — Diodes Incorporated (Nasdaq: DIOD), a leading global manufacturer and supplier of high-quality application
specific standard products within the broad discrete and analog semiconductor markets, today announced its updated guidance for the fourth quarter of 2008
and the repurchase of $46.5 million of its $230 million 2.25% Convertible Senior Notes due 2026 for approximately $23.2 million in cash.

Commenting on the updated guidance, Dr. Keh-Shew Lu, President and CEO of Diodes Incorporated, said, “With the continued global economic weakness
and decreased demand, Diodes has updated its fourth quarter revenue to be in the range of $88 million to $93 million. In addition to the previously announced
cost savings initiatives and due to the continued economic decline, we have begun to initiate additional headcount reductions in our international operations in
order to reduce our cost base even further. As a result, the Company expects fourth quarter GAAP earnings per share to range between $0.26 and $0.31,
which includes, among other things, the repurchase of convertible debt, the impact of the cost reductions taken previously, the one-time cost of the additional
planned headcount reductions and other required adjustments in accordance with GAAP. The Company expects fourth quarter non-GAAP earnings per share
to range between $0.04 and $0.08.”

Commenting on the notes repurchase, Dr. Lu said, “We took advantage of our ‘no net cost’ loan obtained through our recent settlement with UBS and
collateralized by our $320 million auction rate securities portfolio. Through our continuing operations as well as the previously announced reduction in
capital expenditures and other cost containment measures, we believe we have sufficient cash flow to sustain us through these difficult times, and we remain
committed to improving the value of Diodes through transactions such as the repurchase of our debt.”

The 2.25% Convertible Senior Notes are redeemable by note holders in October 2011 and total $183.5 million after the repurchase. Last month, the Company
entered into a settlement agreement with UBS AG which, among other things, provides the Company the right to sell its entire $320.7 million par value-
auction rate securities portfolio to UBS at 100 percent of par on June 30, 2010.

About Diodes Incorporated

Diodes Incorporated (Nasdaq: DIOD), an S&P SmallCap 600 and Russell 3000 Index company, is a leading global manufacturer and supplier of high-quality
application specific standard products within the broad discrete and analog semiconductor markets, serving the consumer electronics, computing,
communications, industrial and automotive markets. Diodes’ products include diodes, rectifiers, transistors, MOSFETs, protection devices, functional specific
arrays, amplifiers and comparators, Hall-effect sensors and temperature sensors, power management devices including LED drivers, DC-DC switching
regulators, linear voltage regulators and voltage references along with special function devices including USB power switch, load switch, voltage supervisor
and motor controllers. The Company’s corporate headquarters are located in Dallas, Texas. A sales, marketing, engineering and logistics office is located in
Westlake Village, California. Design centers are located in Dallas; San Jose, California; Taipei, Taiwan; Manchester, England and Neuhaus, Germany. The
Company’s wafer fabrication facilities are located in Kansas City, Missouri and Manchester; with two manufacturing facilities located in Shanghai, China,
another in Neuhaus, and a joint venture facility located in Chengdu, China. Additional

 



 

engineering, sales, warehouse and logistics offices are located in Taipei; Hong Kong; Manchester and Munich, Germany, with support offices located
throughout the world. For further information, including SEC filings, visit the Company’s website at http://www.diodes.com.

Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995: Any statements set forth above that are not historical facts are forward-
looking statements that involve risks and uncertainties that could cause actual results to differ materially from those in the forward-looking statements. Such
statements include statements regarding our expectation that: we expect our fourth quarter revenue to be in the range of $88 million to $93 million; we plan
to reduce our cost base even further and will be initiating additional headcount reductions in our international operations; we expect the Company’s fourth
quarter GAAP earnings per share to range between $0.26 and $0.31 which includes the repurchase of convertible debt, the impact of the cost reduction
actions taken previously, the one-time cost of additional planned headcount reductions and other adjustments in accordance with GAAP; we expect the
Company’s fourth quarter adjusted earnings per share to range between $0.04 and $0.08; we believe we have sufficient cash flow to sustain us through these
difficult times; we remain committed to improving the value of Diodes through transactions such as the repurchase of our debt. Potential risks and
uncertainties include, but are not limited to, such factors as the UBS settlement may not provide us with the liquidity intended; we may not realize the
anticipated cost savings; we may not effect the planned further reductions in costs or these cost containment measures may not prove to be material; our
updated guidance may be incorrect; the Company’s business strategy, the introduction and market reception to new product announcements, fluctuations in
product demand and supply, current global economic weakness, recession and financial uncertainty, the exclusion of the operations of Zetex from the
Company’s 2008 internal control over financial reporting, the process of integrating Zetex into the Company’s internal control over financial reporting,
known and unknown risks associated with the Company’s Zetex acquisition, the continue introduction of new products, the Company’s ability to maintain
customer and vendor relationships, technological advancements, impact of competitive products and pricing, growth in targeted markets, successful
integration of acquired companies and/or assets, the Company’s ability to successfully make additional acquisitions, risks of domestic and foreign operations,
the valuation of the Company’s define benefit plans, fluctuations in the United Kingdom’s equity markets and bond markets that increase the volatility in the
asset value of the Company’s define benefit plans, uncertainties in the ARS market, Company’s limited liquidity from its ARS portfolio to fund the Company’s
operations and acquisitions, potential losses in the Company’s ARS portfolio, UBS calling the Company’s outstanding margin loan, fluctuations in the foreign
currency exchange rates, availability of tax credits, and other information detailed from time to time in the Company’s filings with the United States Securities
and Exchange Commission.

Recent news releases, annual reports, and SEC filings are available at the Company’s website: http://www.diodes.com. Written requests may be sent directly
to the Company, or they may be e-mailed to: diodes-fin@diodes.com.
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