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PART I - FINANCIAL INFORMATION
ITEM 1 - CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

DIODES INCORPORATED AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEET

ASSETS
(UNAUDITED)
JUNE 30, DECEMBER 31,
1996 1995
CURRENT ASSETS
Cash $ 775,000 $ 478,000
Accounts receivable
Customers 9,102,000 7,794,000
Related party and other 365,000 427,000
9,467,000 8,221,000
Less allowance for doubtful receivables 236,000 177,000
9,231,000 8,044,000
Inventories 16,510, 000 16,295, 000
Deferred income taxes 893, 000 893,000
Prepaid expenses and other 627,000 173,000
Total current assets 28,036,000 25,883,000
PROPERTY, PLANT, AND EQUIPMENT - at cost, net 4,780,000 1,527,000
INVESTMENT IN JOINT VENTURE -- 1,878,000
OTHER ASSETS
Advances to affiliated entity 3,495,000 --
Other assets 947,000 75,000
TOTAL ASSETS $ 37,258,000 $ 29,363,000

See accompanying notes



DIODES INCORPORATED AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEET

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Notes payable
Accounts payable
Accrued liabilities
Income taxes payable
Current portion of long-term debt

Total current liabilities
LONG-TERM OBLIGATION, less current maturities
MINORITY INTEREST IN JOINT VENTURE

STOCKHOLDERS' EQUITY

Class A convertible preferred stock - par value $1.00 per
share; 1,000,000 shares authorized; no shares
issued and outstanding at December 31, 1995 and
June 30, 1996.

Common stock - par value $0.66 2/3 per share;
9,000,000 shares authorized; 5,675,619 and 5,675,794
shares issued and outstanding at December 31, 1995
and June 30, 1996, respectively.

Additional paid-in capital

Retained earnings

Less: Treasury stock - 717,115 common shares, at cost

Total stockholders' equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See accompanying note

(UNAUDITED)
JUNE 30,
1996

$ 5,483,000
4,561, 000
3,830,000

21,000
37,000

13,932,000
4,224,000

1,201,000

3,784,000
5,767,000
10,132, 000

19, 683,000
1,782,000

DECEMBER 31,
1995

$ 3,916,000
6,075,000
1,954,000

637,000
38,000

12,620,000

244,000

3,784,000
5,768,000
8,729,000

18,281,000
1,782,000



DIODES INCORPORATED AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF INCOME

NET SALES
Cost of goods sold

Gross profit

Selling, general and
administrative expenses

Income from operations

Other income (expense)
Interest income
Interest expense
Commissions and other
Minority interest in joint
venture

INCOME BEFORE INCOME TAXES
Provision for income taxes

NET INCOME
EARNINGS PER SHARE

PRIMARY
FULLY-DILUTED

Weighted average shares outstanding

Primary
Fully-diluted

THREE MONTHS ENDED

$ 13,450,000
9,995,000

3,455,000

2,552,000

903, 000

42,000
(149, 000)
57,000

309, 000

5,224,618
5,224,618

See accompanying notes

$ 14,539,000
10, 401, 000

4,138,000

2,442,000

670, 000

$ 0.22
$ 0.21
5,182,041

SIX MONTHS ENDED

JUNE 30,

$ 26,656,000
19, 488, 000

7,168,000

5,009,000

2,159,000

89, 000
(272, 000)
178, 000

762,000

$ 0.27
$ 0.27
5,226,401
5,226,401

$ 28,778,000
20,697,000

8,081,000

4,879,000

3,202,000

19, 000
(43, 000)
195, 000

171, 000

3,373,000
1,268,000

$ 0.41
$ 0.40
5,157,221
5,221,289



DIODES INCORPORATED AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)

SIX MONTHS ENDED
JUNE 30,

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 1,403,000 $ 2,105,000
Adjustments to reconcile net income to net cash
provided (used) by operating activities:

Depreciation and amortization 135, 000 141,000
Increase in allowance for doubtful accounts 59, 000 18,000
Gain on sale of property, plant and equipment, net -- (73,000)
(Increase) decrease in operating assets:
Accounts receivable (1,246,000) (3,428,000)
Inventories (215, 000) (3,518,000)
Prepaid expenses, taxes and other (454,000) 113,000
(Decrease) increase in operating liabilities:
Accounts payable (1,514, 000) 946,000
Accrued liabilities 1,876,000 813,000
Income taxes payable (616, 000) (847,000)
Deferred compensation payable -- (14,000)
Minority interest in joint venture 1,201,000 --
Net cash provided (used) by operations 629, 000 (3,744,000)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (4,811,000) (247,000)
Proceeds from sale of equipment -- 147,000
Acquisition of other assets (1,067,000) --
Net cash used by investing activities (5,878,000) (100, 000)
CASH FLOWS FROM FINANCING ACTIVITIES
Advances on line of credit, net 1,566,000 2,338,000
Proceeds from issuance of stock -- 138, 000
Proceeds from long-term obligations 3,980,000 (16,000)
Net cash provided (used) by financing activities 5,546,000 2,460,000
INCREASE (DECREASE) IN CASH $ 297,000 $ (1,384,000)
CASH AT BEGINNING OF PERIOD $ 478,000 $ 1,733,000
CASH AT END OF PERIOD $ 775,000 $ 349,000

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Non-Cash Investing Activities
Conversion of joint venture investment to plant and
equipment $ 1,878,000 $ --



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 instructions 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. 1In 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 on Form 10-K for the year ended
December 31, 1995.

The consolidated financial statements include the accounts of
the Company, its wholly-owned subsidiary, Diodes Taiwan Co., Ltd. (a foreign
subsidiary), and the accounts of the Shanghai Kai Hong Electronics Co., Ltd.
("Kai Hong") joint venture in which the Company has a 70% controlling interest.
All significant inter-company balances and transactions have been eliminated.

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 $893,000.
This deferred tax asset results primarily from inventory reserves and expense
accruals which are not currently deductible for federal income tax purposes.



PART I - FINANCIAL INFORMATION

ITEM 2 - MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Except for the historical information contained herein, the
matters addressed in this Item 2 constitute "forward-looking statements" within
the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended. Such
forward-looking statements are subject to a variety of risks and uncertainties,
including those discussed below under the heading "Factors That May Affect
Future Results" and elsewhere in this Report on Form 10-Q, that could cause
actual results to differ materially from those anticipated by the Company's
management. The Private Securities Litigation Reform Act of 1995 (the "Act")
provides certain "safe harbor" provisions for forward-looking statements. All
forward-looking statements made on this Quarterly Report on Form 10-Q are made
pursuant to the Act.

FINANCIAL CONDITION

Net sales for the three months and six months ended June 30,
1996 were, $13.5 million and $26.7 million, respectively, representing
decreases of approximately 7.5% and 7.4%, respectively, compared to the same
periods in 1995. Price erosion due to continuing excess inventories throughout
the industry adversely affected the Company's net sales and gross margins.
Gross profit margins for the three and six months ended June 30, 1996 were
25.7% and 26.9%, respectively versus 28.5% and 28.1% in the comparable periods
in 1995, primarily due to industry-wide pricing pressures, as well as to
inventory reserves recorded by the Company. With decreased sales and
competitive pricing, there can be no assurance that the Company will be able to
maintain these gross profit margins.

The Semiconductor Industry Association has reported that
book-to-bill ratios (the dollar value of new orders scheduled versus the dollar
value of orders shipped) throughout the industry fell in early 1996, reaching a
nine year low in March. In the second quarter of 1996, the Company continued
to experience a slowing of orders, primarily due to a slow down in the personal
computer and related industries. Although the Company's book-to-bill ratio
seems to be recovering slightly, there can be no assurance that such recovery
will continue or be maintained.

Selling, general and administrative expenses ("SG&A") for the
three and six months ended June 30, 1996, as a percentage of net sales, was
19.0% and 18.8%, respectively, versus 16.8% and 17.0% for the comparable
periods last year. Planned increases in SG&A accounted for the majority of the
increase including three items in particular: (i) higher promotional expenses
for a new product line of leading-technology surface-mount (S0-8) power
MOSFETs; (ii) additional operating costs associated with the Company's
controlling interest in Kai Hong, a previously-announced investment on mainland
China for the manufacture of SOT-23s; and (iii) ongoing costs associated with
the Company's goal of achieving ISO 9002 certification by year-end. ISO 9002
certification includes a subcontractor qualification program and is designed to
maximize product quality, enhance customer service, and strengthen the
Company's image in the marketplace.
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Second quarter and year-to-date net interest expense increased
$79,000 and $159,000, respectively, from the comparable periods last year. The
Company has used approximately $3.1 million of its credit line to fund equity
contribution for the recently announced Kai Hong joint venture. The facility
is operational, has begun shipping product, and phase 1 is expected to be at
full capacity in the fourth quarter of 1996.

In accordance with generally accepted accounting principles,
the Company has accounted for this majority owned joint venture on a
consolidated basis. During the first half of 1996, the Kai Hong joint venture
has capitalized start-up costs of approximately $803,000 which are classified
in the consolidated balance sheet as "Other assets".

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED JUNE 30, 1996 AND 1995
The following table sets forth, for the periods indicated, the

percentage which certain items in the statement of income bear to net sales and
the percentage dollar increase (decrease) of such items from period to period.

PERCENT OF NET SALES PERCENTAGE DOLLAR
THREE MONTHS ENDED JUNE 30, INCREASE (DECREASE)
1996 1995 '95 TO '96
Net sales 100.0 % 100.0 % (7.5) %
Cost of goods sold (74.3) (71.5) (3.9)
Gross profit 25.7 28.5 (16.5)
Operating expenses (19.0) (16.8) 4.5
Income from operations 6.7 11.7 (46.8)
Interest expense, net (0.8) (0.2) 282.1
Other income and
Minority interest 0.5 0.9 (45.2)
Income before taxes 6.4 12.3 (51.8)
Income taxes 2.3 4.6 (53.9)
Net income 4.1 7.7 (50.5)

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.
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1996 1995

NET SALES $ 13,450,000 $14, 539,000

The Company's 7.5% decrease in net sales for the three months
ended June 30, 1996, compared to the three months ended June 30, 1995, was
primarily attributed to price erosion due to continuing excess inventories
throughout the industry. The Semiconductor Industry Association has reported
that book-to-bill ratios (the dollar value of new orders scheduled versus the
dollar value of orders shipped) throughout the industry fell in early 1996,
reaching a nine year low in March. In the fourth quarter of 1995, the Company
experienced a slowing of orders, primarily due to a slow down in the personal
computer and related industries, and although the Company's book-to-bill ratio
seems to be recovering slightly, there can be no assurance that such recovery
will continue or be maintained.

1996 1995
GROSS PROFIT $ 3,455,000 $4,138,000
GROSS PROFIT MARGIN PERCENTAGE 25.7% 28.5%

The Company's gross profit for the three months ended June 30,
1996 decreased approximately $683,000 or 16.5%. This decrease was primarily
due to the 7.5% decrease in net sales and industry-wide pricing pressures, as
well as to inventory reserves recorded by the Company. As a percentage of net
sales, the Company's gross profit decreased to 25.7% from 28.5% for the
comparable periods in 1995.

1996 1995

SG&A $ 2,552,000 $2, 442,000

The Company's SG&A for the three months ended June 30, 1996
increased approximately 4.5% compared to the same period last year. This
$110,000 increase was primarily attributable to planned increases in SG&A
including three items in particular: (i) higher promotional expenses for a new
product line of leading-technology surface-mount (S0-8) power MOSFETs; (ii)
additional operating costs associated with the Company's controlling interest
in Kai Hong, a previously-announced investment on mainland China for the
manufacture of SOT- 23s; and (iii) ongoing costs associated with the Company's
goal of achieving ISO 9002 certification by year-end. IS0 9002 certification
includes a subcontractor qualification program and is designed to maximize
product quality, enhance customer service, and strengthen the Company's image
in the marketplace.

SG&A as a percentage of net sales increased from 16.8% for the
three months ended June 30, 1995 to 19.0% in the comparable period in 1996.
The Company continues to manage SG&A by implementing cost controls. The
Company believes that the slowdown in orders is only temporary and thus will
continue to implement its plans for future growth.

10
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INCOME FROM OPERATIONS $ 903,000 $1,696, 000

The Company's fiscal 1996 comparative decrease in operating
profit of approximately $793,000, or 46.8%, is primarily the net result of the
Company's 7.5% decrease in net sales, 16.5% decrease in gross profit, and 2.2
percentage point increase in SG&A as a percentage of net sales.

1996 1995
INTEREST INCOME $ 42,000 $ 8,000
INTEREST EXPENSE $ 149,000 $ 36,000

The Company's interest income for the three months ended June
30, 1996 increased approximately $34,000 or 425% compared to the same period
last year as the Company has advanced funds to FabTech, Inc. ("FabTech") and
Kai Hong. The interest income is primarily the interest charged to FabTech
under the Company's loan agreement. The Company's interest expense for 1996
increased $113,000, primarily as a result of an increase in the Company's usage
of its credit facility to expand the Company's inventory and finance additional
sourcing agreements, primarily FabTech and Kai Hong.

OTHER INCOME AND
MINORITY INTEREST IN JOINT VENTURE $ 68,000 $ 124,000

The Company's other income for the three months ended June 30,
1996 decreased approximately $56,000, or 45.2% compared to other income for the
same period in 1995 primarily as a result of decreased commissions earned by
the Company's Taiwan subsidiary on drop shipment sales in Asia as well as the
discontinuation of commissions from ITT.

The minority interest in joint venture represents the
Company's 70% controlling interest in the Kai Hong joint venture's net income.
The Kai Hong joint venture's earnings are consolidated within the Company's
financials, therefore the $11,000 represents the Company's share of the joint
venture loss.

1996 1995
NET INCOME $ 555,000 $1,122,000
PRIMARY EARNINGS PER SHARE $ 0.11 $ 0.22

The Company's net income for the three months ended June 30,
1996 decreased 50.5%, or approximately $567,000 compared to the same period in
1995. Primary earnings per share decreased approximately 50.0% for the three
months ended June 30, 1996, compared to the

11
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three months ended June 30, 1995. Decreases in both net income and earnings
per share are primarily attributable to a 7.5% decrease in net sales, a 1.8
percentage point decrease in gross profit margin, and a 2.2 percentage point
increase in SG&A as a percentage of net sales, combined with a $79,000 increase
in net interest expense.

RESULTS OF OPERATIONS FOR THE SIX MONTHS ENDED JUNE 30, 1996 AND 1995.

The following table sets forth, for the periods indicated, the
percentage which certain items in the statement of income bear to net sales and
the percentage dollar increase (decrease) of such items from period to period.

PERCENT OF NET SALES PERCENTAGE DOLLAR
SIX MONTHS ENDED JUNE 30, INCREASE (DECREASE)
1006 1005 570 ‘96
Net sales 100.0 % 100.0 % (7.4) %
Cost of goods sold (73.1) (71.9) (5.8)
Gross profit _ééjé -éé:i Eii?é)
Operating expenses (18.8) (17.0) 2.7
Income from operations __é:i _ii?i Eéé:é)
Interest expense, net (0.7) (0.1) 662.5
Minority interest and
Other income 0.7 0.7 (3.1)
Income before taxes __é:i _ii?; Eéé:é)
Income taxes 2.9 4.4 (39.9)
Net income __é:é __%?é Eéé:é)

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.

1996 1995

NET SALES $ 26,656,000 $28,778,000

The Company's 7.4% decrease in net sales for the six months
ended June 30, 1996, compared to the six months ended June 30, 1995, was
primarily attributed to a decline in customer demand resulting in a decrease in
the number of units shipped, as well as price erosion, both due to continuing
excess inventories throughout the industry. Although the Company's
book-to-bill ratio seems to be recovering slightly, there can be no assurance
that such recovery will continue or be maintained.

12
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1996 1995
GROSS PROFIT $ 7,168,000 $ 8,081,000
GROSS PROFIT MARGIN PERCENTAGE 26.9% 28.1%

The Company's gross profit for the six months ended June 30,
1996 decreased approximately $913,000 or 11.3%. This decrease was primarily
due to the 7.4% decrease in net sales as well as industry-wide pricing
pressures, and inventory reserves recorded by the Company. As a percentage of
net sales, the Company's gross profit decreased to 26.9% from 28.1% for the
comparable period in 1995.

1996 1995

SG&A $ 5,009,000 $4,879, 000

The Company's SG&A for the six months ended June 30, 1996
increased approximately 2.7% compared to the same period last year. This
$130,000 increase was primarily attributable to planned increases in SG&A
including three items in particular: (i) higher promotional expenses for a new
product line of leading-technology surface-mount (S0-8) power MOSFETs; (ii)
additional operating costs associated with the Company's controlling interest
in Kai Hong, a previously-announced investment on mainland China for the
manufacture of SOT-23s; and (iii) ongoing costs associated with the Company's
goal of achieving ISO 9002 certification by year-end. IS0 9002 certification
includes a subcontractor qualification program and is designed to improve
product quality, enhance customer service, and strengthen the Company's image
in the marketplace.

The total SG&A as a percentage of net sales increased from
17.0% in 1995, to 18.8% in 1996. The Company continues to manage SG&A by
implementing cost controls, but believes that the slowdown in orders is only
temporary and thus will continue to implement its plan for future growth.

1996 1995

INCOME FROM OPERATIONS $ 2,159,000 $3,202,000

The Company's fiscal 1996 comparative decrease in operating
profit of approximately $1,043,000 or 32.6%, is primarily the net result of the
Company's 7.4% decrease 1in net sales and 1.8 percentage point increase in SG&A
as a percentage of net sales.

13
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1996 1995
INTEREST INCOME $ 89,000 $ 19,000
INTEREST EXPENSE $ 272,000 $ 43,000

The Company's interest income for the six months ended June
30, 1996, increased approximately $70,000 compared to the same period last year
as the Company is advancing funds to FabTech and Kai Hong. The interest income
is primarily the interest charged to FabTech under the Company's loan
agreement. The Company's interest expense for 1996 increased $229,000,
primarily as a result of an increase in the Company's usage of its credit
facility to expand the Company's inventory and finance additional sourcing
agreements, primarily FabTech and Kai Hong.

OTHER INCOME AND
MINORITY INTEREST IN JOINT VENTURE $ 189,000 $ 195,000

The Company's other income for the six months ended June 30,
1996 increased approximately $6,000 primarily as a result of decreased
commissions earned by the Company's Taiwan subsidiary on drop shipment sales in
Asia as well as the discontinuation of commissions from ITT.

The minority interest in joint venture represents the
Company's 70% controlling interest in the Kai Hong joint venture. The Kai Hong
joint venture earnings are consolidated within the Company's financials,
therefore the $11,000 represents the Company's share of the joint venture loss.

1996 1995
NET INCOME $ 1,403,000 $2,105, 000
PRIMARY EARNINGS PER SHARE $ 0.27 $0.41

The Company's net income for the six months ended June 30,
1996 decreased 33.3% or approximately $702,000 compared to the same period in
1995. Primary earnings per share decreased approximately 34.1% for the six
months ended June 30, 1996, compared to the six months ended June 30,1995.
Decreases in both net income and earnings per share are primarily attributable
to a 7.4% decrease in net sales, a 1.8 percentage point increase in SG&A as a
percentage of net sales, combined with a $168,000 increase in interest expense.

LIQUIDITY AND CAPITAL RESOURCES
Cash provided by operating activities for the six months ended

June 30, 1996 was $629,000, compared to cash used by operating activities of
$3.7 million as of June 30, 1995. The

14
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primary source of cash flows for the six months ended June 30, 1996 was a $1.4
million net income, while the primary use was a $1.2 million increase in
accounts receivable.

Accounts receivable increased 15.2% as the Company has
experienced a slight slowing trend in cash receipts in both its U.S. and
overseas operations. The Company, through refined customer service has, in
some cases, extended terms to assist customers. The Company's inventories have
increased 1.3% as the Company's continues its commitment to provide timely
delivery of product to customers.

The ratio of the Company's current assets to current
liabilities on June 30, 1996, was 2.0 to 1 compared to a ratio of 2.1 to 1 as
of December 31, 1995.

Cash used by investing activities was $5.9 million for the six
months ended June 30, 1996, compared to $100,000 in 1995. The Company has
provided approximately $3.1 million to Kai Hong - for the construction of a new
facility and equipment purchases for the manufacture of SOT-23s; and
approximately $3.5 million to FabTech - to be used in upgrading, reconfiguring,
and starting up operations at an existing wafer fabrication facility. The
Company has a 70% interest in the Kai Hong joint venture, is responsible for
production and management, and currently receives 100% of the production. The
venture parties have agreed to make significant equity contributions to the
joint venture and anticipate that a portion of the cost of developing the
project will be debt financed. The capital contribution will be made in several
phases over three years. Both alliances are indicative of the Company's desire
to participate in the sourcing of advanced-technology discrete components, and
to enhance its ability to procure products in a timely fashion and at reasonable
cost.

Cash provided by financing activities was $5.5 million as of
June 30, 1996, compared to $2.5 million in 1995. Long-term obligations
increased from $244,000 at December 31, 1995 to $4.2 million as of June 30,
1996. The Company used its credit facility to fund the advances to FabTech and
Kai Hong.

In August 1996, the Company entered into a banking agreement
with Union Bank of California who will provide a credit facility of $23
million. The credit facility, replacing the $14 million credit facility with
Wells Fargo Bank, will be used for working capital, financing for the Kai Hong
joint venture, as well as for future growth. As collateral security, the
Company has granted to the lender a lien in all of its property, other than real
property. The Company is subject to certain restrictive covenants, including,
but not limited to, prohibitions on certain mergers or sales of assets,
restrictions on the incurrance of additional liens or indebtedness, limitations
on certain capital expenditures in excess of $1.0 million, restrictions on the
making of loans, guarantees, investments and advances, and restrictions on the
retirement of the Company's stock.

The Company anticipates it will continue to utilize such
credit facility to support its operations. The Company believes that the
continued availability of this credit facility and internally generated funds
will be sufficient to meet the Company's currently foreseeable operating cash
requirements. The Company's cash balance at June 30, 1996 increased $297,000
compared to December 31, 1995 balance.

Property, plant and equipment increased approximately $3.3
million since December 31, 1995 primarily due to property, plant, equipment and
machinery at the Kai Hong facility.

The Company changed the accounting method for the Kai Hong
joint venture from an equity method at December 31, 1995 (which resulted in a
single line item "Investment in Joint Venture" of $1.8 million) to a full
consolidation presentation, when the Kai Hong agreement was changed from a
compensation trade agreement to a joint venture effective March 18, 1996.

15
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The Company's total working capital increased 6.3% to $14.1
million as of June 30, 1996 from $13.3 million as of December 31, 1995, and
Company believes that its working capital position will be sufficient for its
requirements for the foreseeable future.

As of June 30, 1996, the Company has no material plans or
commitments for capital expenditures other than disclosed in the Kai Hong and
FabTech agreements previously mentioned. However, 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 credit and financial position will provide
sufficient access to funds should an appropriate investment opportunity arise
and, thereby, assist the Company in improving customer satisfaction and in
maintaining or increasing product market penetration. The Company's debt to
equity ratio increased to 0.99 at June 30, 1996 from 0.78 at December 31, 1995.
The Company anticipates this ratio may increase as the Company continues to use
its credit facilities to fund additional sourcing opportunities.

FACTORS THAT MAY AFFECT FUTURE RESULTS

All forward-looking statements contained in this Item 2 are
subject to, in addition to the other matters described in this Report on Form
10-Q, a variety of significant risks and uncertainties. The following
discussion highlights some of these risks and uncertainties. Further, from
time to time, information provided by the Company or statements made by its
employees may contain forward-looking information. The Company cautions the
reader that there can be no assurance that actual results or business
conditions will not differ materially from those projected or suggested in such
forward-looking statements as a result of various factors, including those
discussed below.

There are many factors that could cause the events in such
forward looking statements to not occur, including, but not limited to, general
or specific economic conditions, the ability and willingness of the Company's
customers to purchase products provided by the Company, the perceived absolute
or relative overall value of these products by the purchasers, including the
features, quality, and price in comparison to other competitive products, the
level of availability of products and substitutes, the ability and willingness
of purchasers to acquire new or advanced products, pricing, purchasing,
financing, operational, advertising and promotional decisions by intermediaries
in the distribution channels which could affect the supply of or end-user
demands for the Company's products, the amount and rate of growth and the
Company's selling, general and administrative expenses, difficulties in
obtaining materials, supplies and equipment, difficulties delays in the
development, production, testing and marketing of products, including, but not
limited to, failure to ship new products and technologies when anticipated, the
failure of customers to accept these products or technologies when planned, and
defects in products, any failure of economies to develop when planned, the
acquisition of fixed assets and other assets, including inventories and
receivables, the making or incurring of any expenditures, the effects of and
changes in trade, monetary and fiscal policies, laws and regulations, other
activities of governments, agencies and similar organizations and social and
economic conditions, such as trade restriction or prohibition, inflation and
monetary fluctuation, import and other charges or taxes, the ability or
inability of the Company to obtain or hedge against foreign currency, foreign
exchange rates and
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fluctuations in those rates, adaptations of new, or changes in, accounting
policies and practices, in the application of such policies and practices, the
effects of changes within the Company's organization, and activities of parties
with which the Company has an agreement or understanding, including any issues
affecting any investment or joint venture in which the Company has an
investment, and the amount, and the cost of financing which the Company has,
and any changes to that financing.
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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.

The Company submitted to a vote of its security holders at an
annual meeting of shareholders on June 14, 1996 for the election of members of
the Board of Directors. The directors were each elected to serve until the
1997 annual meeting or until their successors are elected and have qualified.
The results of the tabulation for each nominee for director of the Company is
as follows:

Michael R. Giordano, For: 4,702,041
Director withheld: 28,030
David Lin, For: 4,702,541
Director Withheld: 27,530
M.K. Lu, For: 4,701,541
Director withheld: 28,530
Shing Mao, For: 4,701,841
Director withheld: 28,230
Michael A. Rosenberg, For: 4,701,341
Director Withheld: 28,730
Leonard M. Silverman, For: 4,701,341
Director withheld: 28,730
Raymond Soong, Director For: 4,702,841

withheld: 27,230
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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

Exhibit

Exhibit

Exhibit

(b) Reports on

None

10.18 - Quality Assurance Consulting Agreement
between LPSC and Shanghai Kai Hong
Electronics Company, Ltd.

10.19 - Loan Agreement between the Company and
Union Bank of California

11 - Computation of Earnings Per Share
27 - Financial Data Schedule
Form 8-K
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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 August 5, 1996

Vice President, Secretary
and Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT

EXHIBIT

EXHIBIT

EXHIBIT

10.18

10.19

11

27

INDEX TO EXHIBITS

Quality Assurance Consulting Agreement
between LPSC and Shanghai Kai Hong Electronics
Company, Ltd.

Loan Agreement between the Company and Union
Bank of California

Computation Of Earnings Per Share
for the three months and six months ended
June 30, 1996 and June 30, 1995

Financial Data Schedule
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Page

Page

Page
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EXHIBIT 10.18

QUALITY ASSURANCE

CONSULTING AGREEMENT

THIS QUALITY ASSURANCE CONSULTING AGREEMENT (the "Agreement"),
effective as of February 15, 1996, by and between LITE ON SEMICONDUCTOR
CORPORATION, 28-1 Wu Shin Street, Ta Wu Lung Industrial, Keelung, Taiwan
(hereinafter "LPSC") and SHANGHAI KAI HONG ELECTRONICS COMPANY, LTD., Xingiao
Town, Song Jian County, Shanghai, People's Republic of China (hereinafter "Kai
Hong").

1. PURPOSE.

Kai Hong is in the process of establishing a manufacturing factory for
the production of diodes, electronic components, surface mount devices, SOT-23
transistors, and other electronic packages. Kai Hong, at the present time,
lacks the expertise to assure appropriate levels of quality control in its
manufacturing operations. The purpose of this Agreement is to assist Kai Hong
in ensuring that its manufacturing process operates in accordance with the
highest quality assurance standards. These services are especially crucial as
a substantial amount of the products from Kai Hong manufacturing operations
begin to be sold for use in highly technical fields such as telecommunications,
computers, automotive industries, etc.

LPSC, whose principal business is the manufacture of electronic
components, has the technical expertise to consult with Kai Hong and to provide
the necessary assistance to improve and assure the high level of quality
assurance and production required by Kai Hong. Further, LPSC has the personnel
necessary to provide consulting services to Kai Hong.

2. TERM.

This Agreement shall be effective as of February 15, 1996, and shall
continue through February 15, 1998, unless sooner terminated as set forth
herein. The term of this Agreement shall be renewable upon the mutual
agreement of the parties. Each party shall notify the other, not less than six
(6) months prior to the end of a contract term, of its desire to extend the
Agreement for an additional one or two years.

3. LPSC'S CONSULTING SERVICES.
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Subject to the terms and conditions of this Agreement, Kai Hong

appoints LPSC as its consultant to ensure that the products manufactured by Kai
Hong meet a high level of quality assurance and that maximum profit is
achieved. 1In the performance of its duties, LPSC shall provide a general
manager, production manager, and controller to work on the premises of Kai
Hong's factory in Shanghai for period of not less than two (2) years. LPSC's
consulting services shall include the exercise of its expertise in the areas of
quality control, engineering, manufacturing, and production efficiency. This
shall include consultation with Kai Hong in the following areas:

(a) QC skills

- SPC

- Motorola 6 Sigma

- Process FMEA/Design FMEA

- Control Plan

- 8 D Report
(b) QC and Management Methodology and Tools
(c) Documentation
(d) Qualification Packages
(e) TCM Implementation
(f) IS0-9002 Implementation in 1996

LPSC and Kai Hong shall agree on aggressive and achievable quality
assurance and production goals and checkpoints. To assure that Kai Hong can
monitor LPSC's progress in the performance of its consulting services, LPSC
shall prepare and deliver to Kai Hong (and Kai Hong's joint venture partner,
Diodes Incorporated, 3050 East Hillcrest Drive, Westlake Village, California
91362-3154) the following reports:

(a) Routine operation, quality, and financial reports,
including daily, weekly, monthly, quarterly, and/or annual reports.

(b) Periodical performance reviews will be conducted at
Kai Hong on a quarterly basis or more frequently as necessary.

4. KAI HONG'S DUTIES.

Kai Hong shall identify potential quality assurance and production
issues which arise in its factory, and will assign LPSC to consult on these
issues. Kai Hong shall ensure that its employees cooperate fully with LPSC's
agents in the performance of its consulting services. Kai Hong (acting through
its joint venture partner, Diodes Incorporated) shall monitor the process of
LPSC's consulting and training services and shall receive continuous feedback
from LPSC and Diodes Incorporated concerning the consulting and training
services.
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5. CONSULTING FEES.

LPSC shall bill Kai Hong for its consulting fees on a monthly basis.
The exact amount of the consulting fees shall be determined by the extent of
the services necessary to achieve appropriate production and quality assurance
in Kai Hong's manufacturing operations. The fee schedule shall be mutually
agreed upon between the parties. The parties currently contemplate that the
fee for LPSC's consulting services will be not less than Thirty Thousand
Dollars (U.S.$30,000.00) per month and no more than Fifty Thousand Dollars
(US$50,000.00). LPSC will also be eligible for a performance-based bonus upon
the achievement of the production and quality assurance goals established by
the parties.

6. EARLY TERMINATION.

In the event that LPSC is not successful in improving the quality
assurance and production capability of Kai Hong's factory as determined by
mutually agreed upon goals, the parties shall meet to agree upon corrective
action. If LPSC is not successful in correcting the problem within ninety (90)
days thereafter, Kai Hong shall have the right to immediately terminate this
Agreement with no penalty.

In the event that Kai Hong defaults in any payment of consulting fees
to LPSC, which default is not cured within ninety (90) days of LPSC's written
notification of default, LPSC shall have the right to terminate this Agreement
with no further notice.

7. CHOICE OF LAW.

This Agreement shall be construed in accordance with the laws of the
People's Republic of China.

8. DISPUTE RESOLUTION.

The parties agree they shall act in good faith to resolve any disputes
under this Agreement by mutual negotiation and discussion prior to invoking any
other right to remedy hereunder.

In the event any dispute arises out of the enforcement, interpretation,
performance, or breach of any party under this Agreement, which cannot be
amicably resolved, the parties shall promptly submit such dispute to
arbitration. Arbitration proceedings shall be held in Shanghai by the Peoples
Republic of China International Economic Trading Arbitration Committee, Shanghai
Branch, in accordance with the "Rules of the Peoples Republic of China
International Economic Trading Arbitration Committee". The arbitrability of any
such dispute, claim,
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or controversy shall be determined by the arbitrator. Such arbitration shall
be the sole and exclusive forum for bringing any such dispute, claim, or
controversy. The cost of the arbitration and any proceeding in court to
confirm or vacate any arbitration award (including, without limitation, actual
attorney's fees, costs, any fees paid to the arbitrator) shall be awarded to
the prevailing party and against the unsuccessful party. This arbitration
clause shall survive the termination of this Agreement.

9. ASSIGNMENT.

LPSC acknowledges that Kai Hong is relying upon its manufacturing and
quality assurance expertise in retaining its services as consultant. All
consulting services hereunder shall be performed by active, regular employees
of LPSC. LPSC shall not assign its right or delegate its duties under this
Agreement to any other party.

10. AMENDMENT .

This Agreement may not be amended, supplemented, or modified except by
a written amendment signed by the party to be bound thereby.

11. RELATIONSHIP OF THE PARTIES.

Nothing contained in this Agreement and no action taken by any party
to this Agreement shall be deemed to constitute any party or any such party's
employees, agents, or representatives, to be the employee, agent, or
representative of the other party or shall be deemed to create any partnership,
joint venture, association, or syndicate among or between any of the parties or
shall be deemed to confer on any party any express or implied authority to
incur any obligation or liability on behalf of the other party.

12. CONFIDENTIALITY.

In order to achieve the purposes of this Agreement, Kai Hong may
disclose to LPSC certain confidential information relating to its business.
LPSC agrees that it shall keep all such information confidential and exercise
the same degree of care to avoid unauthorized disclosure of such information as
it uses in protecting its own trade secret and confidential information.

13. ENTIRE AGREEMENT.
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This Agreement shall constitute the entire agreement of the parties
hereto and shall supersede any and all prior agreements between the parties
relating to the subject matter hereof.

The foregoing is hereby agreed to by the parties and signed by their
respective duly authorized officers as of the 15th day of February, 1996.

SHANGHAI KAI HONG ELECTRONICS
COMPANY, LTD

By: /s/ David Lin
Name: David Lin
Title: President
LITE ON POWER SEMICONDUCTOR CORPORATION
By: /s/ M. K. Lu

Name: M. K. Lu
Title: President
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EXHIBIT 10.19

UNION BANK OF CALIFORNIA

LOAN AGREEMENT

THIS LOAN AGREEMENT ("Agreement") is made and entered into as of
August 8, 1996 by and between DIODES INCORPORATED, a Delaware corporation
("Borrower"), and UNION BANK, A DIVISION OF UNION BANK OF CALIFORNIA, N. A.,
a national banking association ("Bank").

SECTION 1. THE LOAN

1.1. THE REVOLVING LOAN. Bank will loan to Borrower an
amount not to exceed Nine Million Dollars ($9,000,000) outstanding in the
aggregate at any one time (the "Revolving Loan"). Borrower may borrow, repay
and reborrow all or part of the Revolving Loan in amounts of not less than One
Hundred Thousand Dollars ($100,000) in accordance with the terms of the
Revolving Note. All borrowings of the Revolving Loan must be made before
August 3, 1998 at which time all unpaid principal and interest of the Revolving
Loan shall be due and payable. The Revolving Loan shall be evidenced by a
promissory note (the "Revolving Note") substantially in the form of Exhibit A
hereto. Bank shall enter each amount borrowed and repaid in Bank's records
and, in the absence of manifest error, such entries shall be deemed to be the
amount of the Revolving Loan outstanding. Omission of Bank to make any such
entries shall not discharge Borrower of its obligation to repay in full with
interest all amounts borrowed.

1.1.1 THE COMMERCIAL LETTER OF CREDIT SUBLIMIT. As a
sublimit to the Revolving Loan, Bank shall issue, for the account of Borrower,
one or more irrevocable commercial letters of credit (individually, a
"Commercial L/C" and collectively, the "Commercial L/Cs") with transport
documents presented in a full set to Bank (and, in case of airway bills,
consigned to Bank) or with transport documents presented in less than a full
set to Bank and/or consigned to Borrower or to any party other than Bank and
calling for drafts at sight or usance up to 180 days covering the importation
or purchase of discrete semiconductors. The aggregate amount available to be
drawn under all outstanding Commercial L/Cs and the aggregate amount of unpaid
reimbursement obligations under drawn Commercial L/Cs shall not exceed Two
Million Dollars (%$2,000,000) and shall reduce, dollar for dollar, the maximum
amount available under the Revolving Loan. All such Commercial L/Cs shall be
drawn on such terms and conditions as are acceptable to Bank and shall be
governed by the terms of (and Borrower agrees to execute) Bank's standard form
for Commercial L/C applications and reimbursement agreements. No Commercial L/C
shall have an expiration date more than 180 days from its date of issuance. No
Commercial L/C shall expire after August 3, 1998.

1.1.2 THE STANDBY LETTER OF CREDIT SUBLIMIT. As a sublimit

to the Revolving Loan, Bank shall issue, for the account of Borrower, one or
more irrevocable standby letters
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of credit (individually, a "Standby L/C" and collectively, the "Standby L/Cs").
All such Standby L/Cs shall be drawn on such terms and conditions as are
acceptable to Bank. The aggregate amount available to be drawn under all
outstanding Standby L/Cs and the aggregate amount of unpaid reimbursement
obligations under drawn Standby L/Cs shall not exceed Two Million Dollars
($2,000,000) and shall reduce, dollar for dollar, the maximum amount available
under the Revolving Loan. No Standby L/C shall have an expiry date more than
12 months from its date of issuance and each Standby L/C shall be governed by
the terms of (and Borrower agrees to execute) Bank's standard form for Standby
L/C applications and reimbursement agreements. No Standby L/C shall expire
after August 3, 1998.

1.1.3 THE COMMERCIAL LETTER OF CREDIT AND STANDBY LETTER OF
CREDIT SUBLIMIT. The sum of the aggregate amount available to be drawn under
all outstanding Commercial L/Cs and Standby L/Cs and the aggregate amount of
unpaid reimbursement obligations under drawn Commercial L/Cs and drawn Standby
L/Cs shall not exceed Two Million Dollars ($2,000,000) in the aggregate.

1.2 THE TERM LOAN. Bank will loan to Borrower the sum of
Nine Million Five Hundred Thousand Dollars ($9,500,000) (the "Term Loan") at
Borrower's request, in up to five disbursements on or before September 30, 1997
in accordance with the terms of the Term Notes. 1In the event of a prepayment
of principal and payment of any resulting fees, any prepaid amounts shall be
applied to the scheduled principal payments in the reverse order of their
maturity. Each disbursement of the Term Loan shall be in a minimum amount of
Five Hundred Thousand Dollars ($500,000) and shall be evidenced by a promissory
note (each, a "Term Note" and collectively, the "Term Notes") substantially in
the form of Exhibit B hereto. Each Term Note shall provide for payment of
interest only during the first six (6) months following the date of the
disbursement. Thereafter, such Term Note shall provide for payment of principal
in sixty (60) equal monthly installments, each in an amount equal 1 to
one-sixtieth (1/60) of the amount of the disbursement. On the date that is
sixty-six (66) months after the date of the disbursement, all unpaid principal
and accrued but unpaid interest shall be due and payable.

1.3 THE HONG KONG SHANGHAI BANK STANDBY L/C . Bank shall
issue for the account of Borrower, one irrevocable standby letter of credit in
the face amount of Four Million One Hundred Thousand Dollars ($4,100,000) (the
"Hong Kong Shanghai Bank L/C"). The Hong Kong Shanghai Bank L/C shall be drawn
on such terms and conditions as are acceptable to Bank. The Hong Kong Shanghai
Bank L/C shall not have an expiry date more than 12 months from its date of
issuance and shall be governed by the terms of (and Borrower agrees to execute)
Bank's standard form standby L/C application and reimbursement agreement. The
Hong Kong Shanghai Bank L/C shall expire no later than August 3, 1998.

1.4 TERMINOLOGY.

As used herein, the word "Loan" shall mean, collectively, all
the credit facilities described above.
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As used herein, the word "Note" shall mean, collectively, all
the promissory notes described above.

As used herein, the words "Loan Documents" shall mean all
documents executed in connection with this Agreement.

1.5 PURPOSE OF LOAN. The proceeds of the Revolving Loan
shall be used to repay in part certain obligations of Borrower to Wells Fargo
Bank, N.A. and for general working capital purposes. The proceeds of the Term
Loan shall be used only to repay in part certain obligations of Borrower to
Wells Fargo Bank, N.A. and for the purchase of equipment for Shanghai Kai Hong
Electronics Company, Ltd. and for general working capital purposes.

1.6 INTEREST. The unpaid principal balance of the Loan
shall bear interest at the rate or rates provided in the Note and selected by
Borrower .

1.7 BALANCES. Borrower shall maintain its major
depository accounts with Bank until the Note and all sums payable pursuant to
this Agreement have been paid in full.

1.8 DISBURSEMENT. Upon execution hereof, Bank shall
disburse the proceeds of the Loan as provided in Bank's standard form
Authorization executed by Borrower.

1.9 SECURITY. Prior to any disbursement of the Loan,
Borrower shall have executed a security agreement, on Bank's standard forms,
and a financing statement, suitable for filing in the office of the Secretary
of State of the State of California and any other state designated by Bank,
granting to Bank a first priority security interest in such of Borrower's
property as is described in said security agreement. Exceptions to Bank's first
priority, if any, are permitted only as otherwise provided in this Agreement.
At Bank's request, Borrower will also obtain executed landlord's and
mortgagee's waivers on Bank's form covering all of Borrower's property located
on leased or encumbered real property.

1.10 CONTROLLING DOCUMENT. 1In the event of any
inconsistency between the terms of this Agreement and the Note or any of the
other Loan Documents, the terms of the Note or other Loan Documents will
prevail over the terms of this Agreement.

SECTION 2. CONDITIONS PRECEDENT

Bank shall not be obligated to disburse all or any portion of the
proceeds of the Loan unless at or prior to the time for the making of such
disbursement, the following conditions have been fulfilled to Bank's
satisfaction:

2.1 COMPLIANCE. On or prior to closing, Borrower shall
have performed and complied with all terms and conditions required by this
Agreement to be performed or complied with by it prior to or at the date of the
making of such disbursement and shall have executed and delivered to Bank the
Note and other documents deemed necessary by Bank.
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2.2 BORROWING RESOLUTION. On or prior to closing,
Borrower shall have provided Bank with certified copies of resolutions duly
adopted by the Board of Directors of Borrower, authorizing the execution,
delivery and performance of this Agreement and execution and delivery of the
Loan Documents. Such resolutions shall also designate the persons who are
authorized to act on Borrower's behalf in connection with this Agreement and to
do the things required of Borrower pursuant to this Agreement.

2.3 TERMINATION STATEMENTS. On or prior to closing,
Borrower shall have provided Bank with UCC-2 termination statements executed by
such secured creditors as may be required by Bank suitable for filing with the
Secretary of State in each state designated by Bank.

2.4 CONTINUING COMPLIANCE. At the time any disbursement
is to be made, there shall not exist any event, condition or act which
constitutes an Event of Default under Section 6 hereof or any event, condition
or act which with notice, lapse of time or both would constitute an Event of
Default; nor shall there be any such event, condition, or act immediately after
the disbursement were it to be made.

2.5 OPINION OF COUNSEL. On or prior to closing, Borrower
shall have provided Bank with an opinion of counsel of Borrower, in form and
substance customary for financial arrangements of this type and acceptable to
Bank and its counsel, and subject to customary assumptions, exceptions and
qualifications.

SECTION 3. REPRESENTATIONS AND WARRANTIES
Borrower represents and warrants that:

3.1 BUSINESS ACTIVITY. The principal business of
Borrower is the manufacturing of discrete semiconductors.

3.2 AFFILIATES AND SUBSIDIARIES. Borrower's affiliates
and subsidiaries (those entities in which Borrower has either a controlling
interest or at least a 25% ownership interest) and their addresses, and the
names of Borrower's principal shareholders, are as provided on a schedule
delivered to Bank on or before the date of this Agreement.

3.3 AUTHORITY TO BORROW. The execution, delivery and
performance of this Agreement, the Note and all other agreements and
instruments required by Bank in connection with the Loan are not in
contravention of any of the terms of any indenture, agreement or undertaking to
which Borrower is a party or by which it or any of its property is bound or
affected.

3.4 FINANCIAL STATEMENTS. The financial statements of
Borrower, including both a balance sheet at December 31, 1995, together with
supporting schedules, and an income statement for the twelve (12) months ended
December 31, 1995, have heretofore been furnished to Bank, and are true and
complete and fairly represent the financial condition of Borrower during the
period covered thereby. Since December 31, 1995, there has been no material
adverse change in the financial condition or operations of Borrower.
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3.5 TITLE. Except for assets which may have been

disposed of in the ordinary course of business, Borrower has good and
marketable title to all of the property reflected in its financial statements
delivered to Bank and to all property acquired by Borrower since the date of
said financial statements, free and clear of all liens, encumbrances, security
interests and adverse claims except those specifically referred to in said
financial statements.

3.6 LITIGATION. There is no litigation or proceeding
pending or threatened against Borrower or any of its property which, if
adversely determined, would be reasonably likely to affect the financial
condition, property or business of Borrower in a materially adverse manner or
result in liability in excess of Borrower's insurance coverage.

3.7 DEFAULT. Borrower is not now in default in the
payment of any of its material obligations, and there exists no event,
condition or act which constitutes an Event of Default under Section 6 hereof
and no condition, event or act which with notice or lapse of time, or both,
would constitute an Event of Default.

3.8 ORGANIZATION. Borrower is duly organized and
existing under the laws of the state of its organization, and has the power and
authority to carry on the business in which it is engaged and/or proposes to
engage.

3.9 POWER. Borrower has the power and authority to enter
into this Agreement and to execute and deliver the Note and all of the other
Loan Documents.

3.10 AUTHORIZATION. This Agreement and all actions
required by this Agreement have been duly authorized by all requisite action of
Borrower.

3.11 QUALIFICATION. Borrower is duly qualified and in
good standing in any jurisdiction where the failure to be so qualified would
have a material adverse effect on Borrower's business.

3.12 COMPLIANCE WITH LAWS. Borrower is not in violation
with respect to any applicable laws, rules, ordinances or regulations which
violation would materially affect the operations or financial condition of
Borrower .

3.13 ERISA. Any defined benefit pension plans as defined
in the Employee Retirement Income Security Act of 1974, as amended ("ERISA"),
of Borrower meet, as of the date hereof, the minimum funding standards of
Section 302 of ERISA, and no Reportable Event or Prohibited Transaction as
defined in ERISA has occurred with respect to any such plan.

3.14 REGULATION U. No action has been taken or is
currently planned by Borrower, or any agent acting on its behalf, which would
cause this Agreement or the Note to violate Regulation U or any other
regulation of the Board of Governors of the Federal Reserve System or to
violate the Securities and Exchange Act of 1934, in each case as in effect now
or as the same may hereafter be in effect. Borrower is not engaged in the
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business of extending credit for the purpose of purchasing or carrying margin
stock as one of its important activities and none of the proceeds of the Loan
will be used directly or indirectly for such purpose.

3.15 CONTINUING REPRESENTATIONS. These representations
shall be considered to have been made again at and as of the date of each
disbursement of the Loan and shall be true and correct as of such date or
dates.

SECTION 4. AFFIRMATIVE COVENANTS

Until the Note and all sums payable pursuant to this Agreement or any
other of the Loan Documents have been paid in full, unless Bank waives
compliance in writing, Borrower agrees that:

4.1 USE OF PROCEEDS. Borrower will use the proceeds of
the Loan only as provided in subsection 1.5 above.

4.2 PAYMENT OF OBLIGATIONS; COMPLIANCE WITH LAWS.
Borrower will pay and discharge promptly all taxes, assessments and other
governmental charges and claims levied or imposed upon it or its property, or
any part thereof; provided, however, that Borrower shall have the right in good
faith to contest any such taxes, assessments, charges or claims and, pending
the outcome of such contest, to delay or refuse payment thereof provided that
adequately funded reserves are established by it to pay and discharge any such
taxes, assessments, charges and claims. Borrower will comply in all material
respects with all applicable rules, regulations and orders of all governmental
authorities having jurisdiction over Borrower or its property.

4.3 MAINTENANCE OF EXISTENCE. Borrower will maintain and
preserve its existence and assets and all rights, franchises, licenses and
other authority necessary for the conduct of its business and will maintain and
preserve its property, equipment and facilities in good order, condition and
repair. Bank may, at reasonable times, visit and inspect any of the properties
of Borrower.

4.4 RECORDS. Borrower will keep and maintain full and
accurate accounts and records of its operations according to generally accepted
accounting principles and will permit Bank to have access thereto, to make
examination and photocopies thereof, and to make audits during regular business
hours.

4.5 INFORMATION FURNISHED. Borrower will furnish to
Bank:

(a) Within sixty (60 ) days after the close of each
fiscal quarter, except for the final quarter of each fiscal year, the unaudited
consolidated and consolidating balance sheet of Borrower and its subsidiaries
as of the close of such fiscal quarter, the unaudited consolidated and
consolidating income and expense statement with supportive schedules and
statement of retained earnings for that fiscal quarter, prepared in accordance
with generally accepted accounting principles;
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(b) Wwithin one hundred twenty (120) days after the
close of each fiscal year, a copy of the consolidated and consolidating
statement of financial condition of Borrower and its subsidiaries including at
least the balance sheet as of the close of such fiscal year, the income and
expense statement and retained earnings statement for such fiscal year,
examined and prepared on an audited basis by independent certified public
accountants selected by Borrower and reasonably satisfactory to Bank, in
accordance with generally accepted accounting principles applied on a basis
consistent with that of the previous year;

(c) Promptly following Bank's request, copies of such
financial statements and reports as Borrower may file with any state or federal
agency, including all state and federal income tax returns;

(d) Such other financial statements and information
as Bank may reasonably request from time to time (except to the extent that the
requested materials contain material non-public information, in which case such
materials shall only be delivered subject to an appropriate confidentiality
agreement).

(e) 1In connection with each fiscal year-end
statement required hereunder, any management letter of Borrower's certified
public accountants;

(f) Prompt written notice to Bank of all Events of
Default under any of the terms or provisions of this Agreement or of any
default under any other agreement, contract, document or instrument entered, or
to be entered into with Bank; and of any 1litigation which, if decided
adversely to Borrower, would have a material adverse effect on Borrower's
financial condition; and of any other matter which has resulted in, or is
likely to result in, a material adverse change in its financial condition or
operations;

(g) Prompt written notice to Bank of any changes in
Borrower's officers and other senior management; Borrower's name; and prior
written notice of any changes in the location of Borrower's assets, principal
place of business or chief executive office ; and

(h) Wwithin sixty (60) days after each fiscal quarter
end, a copy of Borrower's monthly accounts receivable aging, in form acceptable
to Bank, which shall accurately report Borrower's accounts receivable, Eligible
Accounts, inventory and Eligible Inventory. Borrower will permit Bank to audit
without expense to Borrower, Bank's collateral upon reasonable notice and
during regular business hours.

4.6 TANGIBLE NET WORTH. Borrower shall maintain
Tangible Net Worth of not less than the sum of (a) Sixteen Million Four Hundred
Ninety-Nine Thousand Dollars ($16,499,000) as at the end of the fiscal year
ending December 31, 1996, plus (b) 75% of net profit after tax at fiscal year
end, less (c) the investment in FAB Tech, Inc. permitted under Section 5.4, not
to exceed Three Million Five Hundred Thousand Dollars ($3,500,000). As used in
this Agreement, "Tangible Net Worth" shall mean the sum (without duplication)
of Borrower's net worth (as determined under GAAP) plus indebtedness of
Borrower subordinated to Bank minus patents, licenses, trademarks, trade names,
goodwill
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and other similar intangible assets, organizational expenses, and monies due
from affiliates (including officers, shareholders and directors).

4.7 TOTAL LIABILITIES TO TANGIBLE NET WORTH. Borrower
will maintain a ratio of total liabilities (as determined under GAAP) to
Tangible Net Worth of not greater than 1.75:1.0 at all times prior to December
31, 1997 and not greater than 1.50:1.00 at all times thereafter, measured as of
the last day of each fiscal quarter.

4.8 PROFITABILITY. Borrower will maintain its net
profit, after provision for income taxes, at not less than Five Hundred
Thousand Dollars ($500,000) for each fiscal quarter.

4.9 FIXED CHARGE COVERAGE. Borrower will maintain a
ratio of EBITDA to Debt Service of not less than 1.25:1.0. "EBITDA" shall mean
earnings ratio before interest, taxes, depreciation, and amortization. "Debt

Service" shall mean the sum of that portion of term obligations (including
principal and interest) coming due during the twelve (12) months preceding the
date of calculation plus non-financed capital expenditures during the twelve
(12) months preceding the date of calculation, less minority interest
distribution in the Joint Venture. Compliance with this subsection shall be
measured quarterly on a rolling four quarter average.

4.10 INSURANCE. Borrower will keep all of its insurable
property, whether real, personal or mixed, insured by good and responsible
companies against fire and such other risks as are customarily insured against
by companies conducting similar business with respect to like properties;
provided that this Section shall not be construed to require Borrower to carry
earthquake coverage. Borrower will maintain adequate worker's compensation
insurance and adequate insurance against liability for damages to persons and
property.

4.11 ADDITIONAL REQUIREMENTS. Borrower will promptly,
upon demand by Bank, take such further action and execute all such additional
documents and instruments in furtherance of the provisions of this Agreement
as Bank in its reasonable discretion deems necessary, and will promptly supply
Bank with such other information concerning its affairs as Bank may reasonably
request from time to time.

4,12 LITIGATION AND ATTORNEYS' FEES. Borrower will pay
promptly to Bank upon demand, reasonable attorneys' fees (including but not
limited to the reasonable estimate of the allocated costs and expenses of
in-house legal counsel and legal staff) and all costs and other expenses paid
or incurred by Bank in collecting, modifying or compromising the Loan or this
Agreement or in enforcing or exercising its rights or remedies created by,
connected with or provided for in this Agreement or any of the Loan Documents,
whether or not an arbitration, judicial action or other proceeding is
commenced. If such proceeding is commenced, only the prevailing party shall be
entitled to attorneys' fees and court costs.

4.13 REPORTS UNDER PENSION PLANS. Borrower will furnish

to Bank, as soon as possible and in any event within 15 days after Borrower
knows or has reason to know
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that any event or condition with respect to any defined benefit pension plans
of Borrower described in Section 3.13 above has occurred, a statement of an
authorized officer of Borrower describing such event or condition and the
action, if any, which Borrower proposes to take with respect thereto.

SECTION 5. NEGATIVE COVENANTS

Until the Note and all other sums payable pursuant to this Agreement
or any other of the Loan Documents have been paid in full, unless Bank waives
compliance in writing, Borrower agrees that:

5.1 ENCUMBRANCES AND LIENS. Borrower will not create,
assume or suffer to exist any mortgage, pledge, security interest, encumbrance,
or lien (other than for taxes not delinquent and for taxes and other items
being contested in good faith) on property of any kind, whether real, personal
or mixed, now owned or hereafter acquired, or upon the income or profits
thereof, except for liens in favor of Bank and except for minor encumbrances
and easements on real property which do not affect its market value, and except
for existing liens on Borrower's personal property and future purchase money
security interests encumbering only the personal property purchased and which
do not in the aggregate exceed One Million Dollars (%$1,000,000) at any time.

5.2 BORROWINGS. Borrower will not sell, discount or
otherwise transfer any account receivable or any note, draft or other evidence
of indebtedness, except to Bank or except to a financial institution at face
value for deposit or collection purposes only and without any fee other than
fees normally charged by the financial institution for deposit or collection
services. Borrower will not borrow any money, become contingently liable to
borrow money, nor enter any agreement to directly or indirectly obtain borrowed
money, except pursuant to agreements made with Bank and except as otherwise
agreed to in writing by Bank. Notwithstanding the foregoing, this Section shall
not be construed to prohibit any transaction permitted by Section 5.1 or
Section 5.8.

5.3 SALE OF ASSETS, LIQUIDATION OR MERGER. Borrower will
neither liquidate nor dissolve nor enter into any consolidation, merger,
partnership or other combination, nor convey, nor sell, nor lease all or the
greater part of its assets or business, nor purchase or lease all or the
greater part of the assets or business of another; provided, however, that
Borrower may acquire, merge or consolidate with another corporation so long as
(I) Borrower is the surviving corporation, (ii) the assets so transferred will
not be subject to any lien or encumbrance following the effective date of such
combination, (iii) no Event of Default or potential Event of Default has then
occurred or is continuing or would result from such acquisition, (iv) such
acquisition is not contested by such person or entity, (v) Borrower provides
proforma financial statements to Bank within thirty (30) days after the
execution of a definitive purchase agreement by Borrower and such person or
entity for such acquisition, which proforma financial statements shall indicate
that no Event of Default or potential Event of Default shall result from such
acquisition, and (vi) Borrower provides Bank with a copy of such executed
definitive purchase agreement within thirty (30) days after the execution
thereof.
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5.4 LOANS, ADVANCES AND GUARANTIES. Borrower will not,
except in the ordinary course of business as currently conducted, make any
loans or advances, become a guarantor or surety, pledge its credit or
properties in any manner or extend credit. Notwithstanding the foregoing,
Borrower may make loans to, or guarantee the obligations of, (a) Fab Tech,
Inc., provided that the aggregate outstanding principal amount of such loans or
obligations shall not exceed Three Million Five Hundred Thousand Dollars
($3,500,000) at any time and (b) Shanghai Kai Hong Electronics Company, Ltd.,
provided that the aggregate outstanding principal amount of such loans or
obligations shall not exceed One Million Dollars (%$1,000,000) at any time.
Notwithstanding the foregoing, this Section shall not be construed to prohibit
any transaction contemplated by Section 1.3 or 1.5 hereof.

5.5 INVESTMENTS. Borrower will not purchase the debt or
equity of another person or entity except for savings accounts and certificates
of deposit of Bank, direct U.S. Government obligations and commercial paper
issued by corporations with the top ratings of Moody's or Standard & Poor's,
provided all such permitted investments shall mature within one year of
purchase. Notwithstanding the foregoing, this Section shall not be construed
to prohibit any transaction contemplated by Section 1.3 or 1.5 hereof.

5.6 RETIREMENT OF STOCK. Borrower will not acquire or
retire any share of its capital stock for value, without Bank's prior written
consent, which shall not be unreasonably withheld or delayed.

5.7 PARENT AND SUBSIDIARY PROPERTY. Borrower will not
transfer any property to its parent or any affiliate of its parent, except for
value received in the normal course of business as business would be conducted
with an unrelated or unaffiliated entity. 1In no event shall management fees or
fees for services be paid by Borrower to any such direct or indirect affiliate
without Bank's prior written approval.

5.8 CAPITAL EXPENDITURES. Borrower will not make
unfinanced capital expenditures in excess of One Million Dollars ($1,000,000)
in any fiscal year; and shall only make such expenditures as are necessary for
Borrower in the conduct of its ordinary course of business; provided, however,
that this Section 5.8 shall not be construed to prohibit the purchase of
equipment with the proceeds of the Term Loan, as contemplated by Section 1.5
hereof. Each said expenditure shall be needed by Borrower in the ordinary
course of its business. Expenditures as used in this subsection shall include
the current expense portion of all leases whether or not capitalized and shall
also include the current portion of any debt used to finance capital
expenditures.

SECTION 6. EVENTS OF DEFAULT

The occurrence of any of the following events ("Events of Default")
shall terminate any obligation on the part of Bank to make or continue the
Loan:

6.1 Borrower shall default in the due and punctual
payment of the principal of or the interest on the Note or any of the other
Loan Documents, and such default shall continue for twenty (20) business days;
or
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6.2 Any representation or warranty made by Borrower in
this Agreement or any Loan Document shall have been untrue in any material
respect as of the date such representation or warranty is made; or

6.3 Borrower shall default under that certain Joint
Venture Agreement dated March 18, 1996, between Mrs. J. H. Xing and Borrower,
as in effect in the date of this Agreement, and such default shall continue
unremedied for thirty (30) days; or

6.4 Borrower shall default in the due performance or
observance of any of the covenants set forth in Section 4.1, 4.5 (a), (b), or
(h), 4.6, 4.7, 4.8, or 4.9; or Borrower shall default in the due performance or
observance of any other covenant of this Agreement or the Loan Documents, and
such default shall continue unremedied for thirty (30) days; or

6.5 Borrower shall:

(a) become insolvent or generally fail to pay, or
admit in writing its inability or unwillingness to pay, debts as they become
due;

(b) apply for, consent to , or acquiesce in, the
appointment of a trustee, receiver, sequestrator or other custodian for a
substantial part of its property, or make a general assignment for the benefit
of creditors;

(c) in the absence of such application, consent or
acquiescence, permit or suffer to exist the appointment of a trustee, receiver,
sequestrator or other custodian for a substantial part of its property or any
thereof, and such trustee, receiver, sequestrator or other custodian shall not
be discharged within sixty (60) days;

(d) permit or suffer to exist the commencement of any
bankruptcy, reorganization, debt arrangement or other case or proceeding under
any bankruptcy or insolvency law, or any dissolution, winding up or liquidation
proceeding, in respect of Borrower, and, if any such case or proceeding is not
commenced by Borrower, such case or proceeding shall be consented to or
acquiesced in by Borrower or shall result in the entry of an order for relief
or shall remain undismissed for sixty (60) days; or

6.6 Any person or Group (as defined in the Securities
Exchange Act of 1934) (other than Lite On Power Semiconductor Corp.) shall
acquire in excess of fifty percent (50%) of the issued and outstanding stock of
Borrower unless Bank otherwise consents in writing, which consent shall not be
unreasonably withheld or delayed; or

6.7 Borrower shall default on any obligation concerning
the borrowing of money in excess of One Million Dollars ($1,000,000) and in
consequence of such default, such obligation has become, or been declared to
be, due and payable before its stated maturity date or before its regularly
scheduled dates of payment; or

6.8 There shall be issued against Borrower, or the
property of Borrower, any writ of attachment, writ of execution, or other
judicial lien, and same shall not be stayed, bonded against or discharged
within thirty (30) days.
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If any Event of Default described Section 6.5 shall occur, Bank's obligation to
advance funds hereunder shall immediately terminate and the outstanding
principal amount of all outstanding Loans and all accrued interest thereon
shall automatically be and become immediately due and payable, without notice
or demand. If any other Event of default shall occur, Bank may be notice to
Borrower terminate its obligation to advance funds hereunder and declare all or
any portion of the outstanding principal amount of the Loans, together with
accrued interest therein, to be due and payable, and the same shall thereupon
be and become immediately due and payable, without further notice, demand or
presentment.

SECTION 7. MISCELLANEOUS PROVISIONS

7.1 ADDITIONAL REMEDIES. The rights, powers and remedies
given to Bank hereunder shall be cumulative and not alternative and shall be in
addition to all rights, powers and remedies given to Bank by law against
Borrower or any other person, including but not limited to Bank's rights of
setoff or banker's lien.

7.2 NONWAIVER. Any forbearance or failure or delay by
Bank in exercising any right, power or remedy hereunder shall not be deemed a
waiver thereof and any single or partial exercise of any right, power or remedy
shall not preclude the further exercise thereof. No waiver shall be effective
unless it is in writing and signed by an officer of Bank.

7.3 INUREMENT. The benefits of this Agreement shall
inure to the successors and assigns of Bank and the permitted successors and
assignees of Borrower, and any assignment of Borrower without Bank's consent
shall be null and void.

7.4 APPLICABLE LAW. This Agreement and all other
agreements and instruments required by Bank in connection therewith shall be
governed by and construed according to the laws of the State of California.

7.5 SEVERABILITY. Should any one or more provisions of
this Agreement be determined to be illegal or unenforceable, all other
provisions nevertheless shall be effective.

7.6 INTEGRATION CLAUSE. Except for documents and
instruments specifically referenced herein, this Agreement constitutes the
entire agreement between Bank and Borrower regarding the Loan and all prior
communications verbal or written between Borrower and Bank shall be of no
further effect or evidentiary value.

7.7 CONSTRUCTION. The section and subsection headings
herein are for convenience of reference only and shall not limit or otherwise
affect the meaning hereof.

7.8 AMENDMENTS. This Agreement may be amended only in
writing signed by all parties hereto.

7.9 COUNTERPARTS. Borrower and Bank may execute one or
more counterparts to this Agreement, each of which shall be deemed an original.
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SECTION 8. SERVICE OF NOTICES

8.1 Any notices or other communications provided for or
allowed hereunder shall be effective only when given by one of the following
methods and addressed to the respective party at its address given with the
signatures at the end of this Agreement and shall be considered to have been
validly given: (a) upon delivery, if delivered personally; (b) upon receipt,
if mailed, first class postage prepaid, with the United States Postal Service;
(c) on the next business day, if sent by overnight courier service of
recognized standing; and (d) upon telephoned confirmation of receipt, if
telecopied.

8.2 The addresses to which notices or demands are to be
given may be changed from time to time by notice delivered as provided above.

THIS AGREEMENT is executed on behalf of the parties by duly
authorized officers as of the date first above written.
UNION BANK

By: /s/ Ronald L. Waterworth
Title: Vice President

Address: 5855 Topanga Canyon Blvd., #200
wWoodland Hills, CA 91367

Attention: Bita Ardalan, Vice President

Telecopier: (818) 595-2070

Telephone: (818) 595-2021

DIODES INCORPORATED

By: /s/ Joseph Liu
Title: VP Operations, CFO and Secretary

By: /s/ David Lin
Title: President

Address: 3050 E. Hillcrest Drive
Westlake Village, CA 91362-3154
Attention: Joseph Liu, Chief Financial Officer
Carl Wertz, Controller
Telecopier: (805) 446-4850
Telephone: (805) 446-4800
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UNION BANK
A DIVISION OF UNION BANK OF CALIFORNIA, N.A.

REVOLVING NOTE
(BASE RATE)

BORROWER NAME: DIODES INCORPORATED

3050 EAST HILLCREST DRIVE
WESTLAKE VILLAGE, CA 91362-3154

OFFICE 30361
LOAN NUMBER: 2113876598 00080-01-0-001
MATURITY DATE: AUGUST 3, 1998

AMOUNT  $9, 000, 000 .00

WOODLAND HILLS, CALIFORNIA $9, 000, 000.00 DATE: August 8, 1996

FOR VALUE RECEIVED, on AUGUST 3, 1998, the undersigned ("Debtor") promises to
pay to the order of UNION BANK ("Bank"), as indicated below, the principal sum
of NINE MILLION AND NO/100 Dollars ($9,000,000.00), or so much thereof as is
disbursed, together with interest on the balance of such principal from time to
time outstanding, at the per annum rates and at the times set forth below;
provided, however, Debtor shall pay total interest over the term of this note
of not less than $500.

1. INTEREST PAYMENTS. Debtor shall pay interest on the amounts outstanding
hereunder on the 3RD day of each MONTH (commencing SEPTEMBER 3, 1996). Should
interest not be paid when due, it shall become part of the principal and bear
interest as herein provided. All computations of interest under this note
shall be made on the basis of a year of 360 days, for actual days elapsed.

a. BASE INTEREST RATE. At Debtor's option, amounts outstanding
hereunder in increments of at least $100,000 shall bear interest at a
rate to be selected by Debtor which is 1.25% per annum in excess of
Bank's Adjusted LIBOR-Rate for the Interest Period so selected by
Debtor.

Any Base Interest Rate selected by Debtor may not be changed, altered
or otherwise modified until the expiration of the Interest Period for
which it was selected. The exercise of interest options by Debtor
shall be as recorded in Bank's records, which records shall be prima
facie evidence of the amount borrowed under either interest option and
the interest rate; provided, however, that failure of Bank to make any
such notation in its records shall not discharge Debtor from its
obligations to repay in full with interest all amounts borrowed. In no
event shall any Interest Period extend beyond the maturity date of
this note.
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To select a Base Interest Rate, Debtor may, from time to time with
respect to principal outstanding on which a Base Interest Rate has not been
selected and on the expiration of any Interest Period with respect to principal
outstanding on which a Base Interest Rate has been selected, select a Base
Interest Rate by telephoning an authorized lending officer of Bank located at
the banking office identified below prior to 10:00 a.m., California time, on
any Business Day and advising that officer of the Base Interest Rate, the
Interest Period and the Origination Date selected (which Origination Date, for
a Base Interest Rate Loan based on the Adjusted LIBOR-Rate, shall follow the
date of such election by no more than two (2) Business Days).

Bank will confirm the terms of the election in writing by mail to
Debtor promptly after the election is made. Failure to send such confirmation
shall not affect Bank's rights to collect interest at the rate selected. If,
on the date of the election, the Base Interest Rate selected is unavailable for
any reason, the selection shall be void. Bank reserves the right to fund the
principal from any source of funds notwithstanding any Base Interest Rate
selected by Debtor.

b. VARIABLE INTEREST RATE. All principal outstanding hereunder which
is not bearing interest at a Base Interest Rate shall bear interest at a rate
per annum equal to the Reference Rate, which rate shall vary as and when the
Reference Rate changes.

At any time prior to the maturity of this note, subject to the
provisions of paragraph 4, below, of this note, Debtor may borrow, repay and
reborrow hereon so long as the total outstanding at any one time does not
exceed the principal amount of this note. Debtor shall pay all amounts due
under this note in lawful money of the United States at Bank's SAN FERNANDO
VALLEY COMMERCIAL BANKING Office, or such other office as may be designated by
Bank, from time to time.

2. LATE PAYMENTS. If any payment required by the terms of this note shall
remain unpaid ten days after same is due, at the option of Bank, Debtor shall
pay a fee of $100 to Bank.

3. INTEREST RATE FOLLOWING DEFAULT. In the event of default, at the option of
Bank, and, to the extent permitted by law, interest shall be payable on the
outstanding principal under this note at a per annum rate equal to five percent
(5%) in excess of the interest rate specified in paragraph 1.b, above, of this
note, calculated from the date of default until all amounts payable under this
note are paid in full.

4. PREPAYMENT.

a. Amounts outstanding under this note bearing interest at a rate based on the
Reference Rate may be prepaid in whole or in part at any time, without penalty
of premium. Amounts outstanding at a Base Interest Rate under this note may
only be prepaid, in whole or in part provided Bank has received not less than
five (5) Business Days prior written notice of an intention to make such
prepayment and Debtor pays a prepayment fee to Bank in an amount equal to: (1)
the difference between (a) the Base Interest Rate applicable to the principal
amount which Debtor intends to prepay, and (b) the return which Bank could
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obtain if it used the amount of such prepayment of principal to purchase at bid
price regularly quoted securities issued by the United States having a maturity
date most closely coinciding with the relevant Base Rate Maturity Date and such
securities were held by Bank until the relevant Base Rate Maturity Date ("Yield
Rate"); (ii) the above difference, if greater than zero, is multiplied by a
fraction, the numerator of which is the number of days in the period between
the date of prepayment and the relevant Base Rate Maturity Bate and the
denominator of which is 360 days; (iii) the above product is multiplied by the
amount of the principal so prepaid (except in the event that principal payments
are required and have been made as scheduled under the terms of the Base
Interest Rate Loan being prepaid, then the amount multiplied in this section
shall be the lesser of the amount prepaid or 50% of the total of the amount
prepaid and the amount of principal scheduled under the terms of the Base
Interest Rate Loan being prepaid to be outstanding at the relevant Bank Rate
Maturity Date); and (iv) the above product is then discounted to present value
using the Yield Rate as the annual discount factor.

b. In no event shall Bank be obligated to make any payment or refund to
Debtor, nor shall Debtor be entitled to any setoff or other claim against Bank,
should the return which Bank could obtain under the above prepayment formula
exceed the interest that Bank would have received if no prepayment had
occurred. All prepayments shall include payment of accrued interest on the
principal amount so prepaid and shall be applied to payment of interest before
application to principal. A determination by Bank as to the prepayment fee
amount, if any, shall be conclusive.

c. Such prepayment fee, if any, shall also be payable if prepayment occurs as
the result of the acceleration of the principal of this note by Bank because of
any default hereunder. If, following such acceleration, all or any portion of
a Base Interest Rate Loan is satisfied, whether through sale of property
encumbered by a security agreement or other agreement securing this note, if
any, at a foreclosure sale held thereunder or through the tender of payment any
time following such acceleration, but prior to such a foreclosure sale, then
such satisfaction shall be deemed an evasion of the prepayment conditions set
forth above, and Bank shall, automatically and without notice or demand, be
entitled to receive, concurrently with such satisfaction the prepayment fee set
forth above, and the obligation to pay such prepayment fee shall be added to
the principal. DEBTOR HEREBY ACKNOWLEDGES AND AGREES THAT BANK WOULD NOT LEND
TO DEBTOR THE LOAN EVIDENCED BY THIS NOTE WITHOUT DEBTOR'S AGREEMENT, AS SET
FORTH ABOVE, TO PAY BANK A PREPAYMENT FEE UPON THE SATISFACTION OF ALL OR ANY
PORTION OF THE PRINCIPAL BEARING INTEREST AT A BASE INTEREST RATE FOLLOWING THE
ACCELERATION OF THE MATURITY DATE HEREOF BY REASON OF A DEFAULT. DEBTOR HAS
CAUSED THOSE PERSONS SIGNING THIS NOTE ON ITS BEHALF TO SEPARATELY INITIAL THE
AGREEMENT CONTAINED IN THIS PARAGRAPH BY PLACING THEIR INITIALS BELOW:

INITIALS: /s/ JL

5. DEFAULT. A default shall be deemed to have occurred hereunder upon the
occurrence of an Event of Default, as defined in the Loan Agreement dated as of
August
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8, 1996 between Debtor and Bank, whereupon Bank shall be entitled to exercise
such remedies as may be available pursuant to the Loan Agreement and applicable
law.

6. ADDITIONAL AGREEMENTS OF DEBTOR. If any amounts owing under this note are
not paid when due, Debtor promises to pay all costs and expenses, including
reasonable attorneys' fees, incurred by Bank in the collection or enforcement
of this note. Debtor and any endorsers of this note, for the maximum period of
time and the full extent permitted by law, (a) waive diligence, presentment,
demand, notice of nonpayment, protest, notice of protest, and notice of every
kind; (b) waive the right to assert the defense of any statute of limitations
to any debt or obligation hereunder; and (c) consent to renewals and extensions
of time for the payment of any amounts due under this note. If this note is
signed by more than one party, the term "Debtor" includes each of the
undersigned and any successors in interest thereof; all of whose liability
shall be joint and several. Any married person who signs this note agrees that
recourse may be had against the separate property of that person for any
obligations hereunder. The receipt of any check or other item of payment by
Bank, at its option shall not be considered a payment on account until such
check or other item of payment is honored when presented for payment at the
drawee bank. Bank may delay the credit of such payment based upon Bank's
schedule of funds availability, and interest under this note shall accrue until
the funds are deemed collected. In any action brought under or arising out of
this note, Debtor and any Obligor, including their successors or assigns,
hereby consent to the jurisdiction of any competent court within the State of
California, as provided in any alternative dispute resolution agreement
executed between Debtor and Bank, and consent to service of process by any
means authorized by California law. The term "Bank" includes, without
limitation, any holder of this note. This note shall be construed in accordance
with and governed by the laws of the State of California. This note hereby
incorporates any alternative dispute resolution agreement previously,
concurrently or hereafter executed between Debtor and Bank.

7. DEFINITIONS. As used herein, the following terms shall have the meanings
respectively set forth below: "Adjusted LIBOR-Rate" shall mean the LIBOR Base
Rate as adjusted for reserve requirements imposed on Bank from time to time.
"BASE INTEREST RATE" shall mean a rate of interest based on the Adjusted
LIBOR-Rate. "BASE INTEREST RATE LOAN" shall mean amounts outstanding under this
note that bear interest at a Base Interest Rate. "BASE RATE MATURITY DATE"
shall mean the last day of the Interest Period with respect to principal
outstanding on which a Base Interest Rate has been selected by Debtor.
"BUSINESS DAY" shall mean a day which is not a Saturday or Sunday on which Bank
is open for business in California and on which dealings in U.S. dollar
deposits outside of the United States may be carried on by Bank. "INTEREST
PERIOD" shall mean any calendar period of one, three, six or twelve months. In
determining an Interest Period, a month means a period that starts on one
Business Day in a month and ends on and includes the day preceding the
numerically corresponding day in the next month. For any month in which there
is no such numerically corresponding day, then as to that month, such day shall
be deemed to be the last calendar day of such month. Any Interest Period which
would otherwise end on a non-Business Day shall end on the next succeeding
Business Bay unless that is the first day of the month, in which event such
Interest Period shall end on the next preceding Business Day. "LIBOR BASE RATE"
shall mean for each
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Interest Period the rate per annum (rounded upward, if necessary, to the
nearest 1/100 of 1%) at which dollar deposits, in immediately available funds
and in lawful money of the United States would be offered to Bank, outside of
the United States, for a term coinciding with such Interest Period and for an
amount equal to the amount of principal covered by Debtor's interest rate
election. "ORIGINATION DATE" shall mean the Business Day on which funds are
made available to Debtor relating to Debtor's selection of a Base Interest
Rate. "REFERENCE RATE" shall mean the rate announced by Bank from time to time
at its corporate headquarters at its "Reference Rate". The Reference Rate is an
index rate determined by Bank from time to time as a means of pricing certain
extensions of credit and is neither directly tied to any external rate of
interest or index nor necessarily the lowest rate of interest charged by Bank
at any given time.

DIODES INCORPORATED

By /s/ Joseph Liu
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UNION BANK
A DIVISION OF UNION BANK OF CALIFORNIA, N.A.

EXHIBIT A
REVOLVING NOTE
(BASE RATE)

BORROWER NAME: DIODES INCORPORATED

3050 EAST HILLCREST DRIVE
WESTLAKE VILLAGE, CA 91362-3154

OFFICE 30361

LOAN NUMBER: 2113876598 00080-01-0-001
MATURITY DATE: AUGUST 3, 1998

AMOUNT  $9, 000, 000.00

WOODLAND HILLS, CALIFORNIA $9, 000, 000.00 DATE: August 8, 1996

FOR VALUE RECEIVED, on AUGUST 3, 1998, the undersigned ("Debtor") promises to
pay to the order of UNION BANK ("Bank"), as indicated below, the principal sum
of NINE MILLION AND NO/100 Dollars ($9,000,000.00), or so much thereof as is
disbursed, together with interest on the balance of such principal from time to
time outstanding, at the per annum rates and at the times set forth below;
provided, however, Debtor shall pay total interest over the term of this note
of not less than $500.

1. INTEREST PAYMENTS. Debtor shall pay interest on the outstanding principal
amount hereof on the 3RD day of each MONTH (commencing SEPTEMBER 3, 1996).
Should interest not be paid when due, it shall become part of the principal and
bear interest as herein provided. All computations of interest under this note
shall be made on the basis of a year of 360 days, for actual days elapsed.

a. BASE INTEREST RATE. At Debtor's option, amounts outstanding
hereunder in increments of at least $100,000 shall bear interest at a
rate to be selected by Debtor which is 1.25% per annum in excess of
Bank's Adjusted LIBOR-Rate for the Interest Period so selected by
Debtor.

Any Base Interest Rate selected by Debtor may not be changed, altered
or otherwise modified until the expiration of the Interest Period for
which it was selected. The exercise of interest options by Debtor
shall be as recorded in Bank's records, which records shall be prima
facie evidence of the amount borrowed under either interest option and
the interest rate; provided, however, that failure of Bank to make any
such notation in its records shall not discharge Debtor from its
obligations to repay in full with interest all amounts borrowed. In no
event shall any Interest Period extend beyond the maturity date of
this note.
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To select a Base Interest Rate, Debtor may, from time to time with
respect to principal outstanding on which a Base Interest Rate has not been
selected and on the expiration of any Interest Period with respect to principal
outstanding on which a Base Interest Rate has been selected, select a Base
Interest Rate by telephoning an authorized lending officer of Bank located at
the banking office identified below prior to 10:00 a.m., California time, on
any Business Day and advising that officer of the Base Interest Rate, the
Interest Period and the Origination Date selected (which Origination Date, for
a Base Interest Rate Loan based on the Adjusted LIBOR-Rate, shall follow the
date of such election by no more than two (2) Business Days).

Bank will confirm the terms of the election in writing by mail to
Debtor promptly after the election is made. Failure to send such confirmation
shall not affect Bank's rights to collect interest at the rate selected. If,
on the date of the election, the Base Interest Rate selected is unavailable for
any reason, the selection shall be void. Bank reserves the right to fund the
principal from any source of funds notwithstanding any Base Interest Rate
selected by Debtor.

b. VARIABLE INTEREST RATE. All principal outstanding hereunder which
is not bearing interest at a Base Interest Rate shall bear interest at a rate
per annum equal to the Reference Rate, which rate shall vary as and when the
Reference Rate changes.

At any time prior to the maturity of this note, subject to the
provisions of paragraph 4, below, of this note, Debtor may borrow, repay and
reborrow hereon so long as the total outstanding at any one time does not
exceed the principal amount of this note. Debtor shall pay all amounts due
under this note in lawful money of the United States at Bank's SAN FERNANDO
VALLEY COMMERCIAL BANKING Office, or such other office as may be designated by
Bank, from time to time.

2. LATE PAYMENTS. If any payment required by the terms of this note shall
remain unpaid ten days after same is due, at the option of Bank, Debtor shall
pay a fee of $100 to Bank.

3. INTEREST RATE FOLLOWING DEFAULT. In the event of default, at the option of
Bank, and, to the extent permitted by law, interest shall be payable on the
outstanding principal under this note at a per annum rate equal to five percent
(5%) in excess of the interest rate specified in paragraph 1.b, above, of this
note, calculated from the date of default until all amounts payable under this
note are paid in full.

4. PREPAYMENT.

a. Amounts outstanding under this note bearing interest at a rate based on the
Reference Rate may be prepaid in whole or in part at any time, without penalty
of premium. Amounts outstanding at a Base Interest Rate under this note may
only be prepaid, in whole or in part provided Bank has received not less than
five (5) Business Days prior written notice of an intention to make such
prepayment and Debtor pays a prepayment fee to Bank in an amount equal to: (1)
the difference between (a) the Base Interest Rate applicable to the
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principal amount which Debtor intends to prepay, and (b) the return which Bank
could obtain if it used the amount of such prepayment of principal to purchase
at bid price regularly quoted securities issued by the United States having a
maturity date most closely coinciding with the relevant Base Rate Maturity Date
and such securities were held by Bank until the relevant Base Rate Maturity
Date ("Yield Rate"); (ii) the above difference, if greater than zero, is
multiplied by a fraction, the numerator of which is the number of days in the
period between the date of prepayment and the relevant Base Rate Maturity Bate
and the denominator of which is 360 days; (iii) the above product is multiplied
by the amount of the principal so prepaid (except in the event that principal
payments are required and have been made as scheduled under the terms of the
Base Interest Rate Loan being prepaid, then the amount multiplied in this
section shall be the lesser of the amount prepaid or 50% of the total of the
amount prepaid and the amount of principal scheduled under the terms of the
Base Interest Rate Loan being prepaid to be outstanding at the relevant Bank
Rate Maturity Date); and (iv) the above product is then discounted to present
value using the Yield Rate as the annual discount factor.

b. In no event shall Bank be obligated to make any payment or refund to
Debtor, nor shall Debtor be entitled to any setoff or other claim against Bank,
should the return which Bank could obtain under the above prepayment formula
exceed the interest that Bank would have received if no prepayment had
occurred. All prepayments shall include payment of accrued interest on the
principal amount so prepaid and shall be applied to payment of interest before
application to principal. A determination by Bank as to the prepayment fee
amount, if any, shall be conclusive.

c. Such prepayment fee, if any, shall also be payable if prepayment
occurs as the result of the acceleration of the principal of this note by Bank
because of any default hereunder. If, following such acceleration, all or any
portion of a Base Interest Rate Loan is satisfied, whether through sale of
property encumbered by a security agreement or other agreement securing this
note, if any, at a foreclosure sale held thereunder or through the tender of
payment any time following such acceleration, but prior to such a foreclosure
sale, then such satisfaction shall be deemed an evasion of the prepayment
conditions set forth above, and Bank shall, automatically and without notice or
demand, be entitled to receive, concurrently with such satisfaction the
prepayment fee set forth above, and the obligation to pay such prepayment fee
shall be added to the principal. DEBTOR HEREBY ACKNOWLEDGES AND AGREES THAT
BANK WOULD NOT LEND TO DEBTOR THE LOAN EVIDENCED BY THIS NOTE WITHOUT DEBTOR'S
AGREEMENT, AS SET FORTH ABOVE, TO PAY BANK A PREPAYMENT FEE UPON THE
SATISFACTION OF ALL OR ANY PORTION OF THE PRINCIPAL BEARING INTEREST AT A BASE
INTEREST RATE FOLLOWING THE ACCELERATION OF THE MATURITY DATE HEREOF BY REASON
OF A DEFAULT. DEBTOR HAS CAUSED THOSE PERSONS SIGNING THIS NOTE ON ITS BEHALF
TO SEPARATELY INITIAL THE AGREEMENT CONTAINED IN THIS PARAGRAPH BY PLACING
THEIR INITIALS BELOW:

INITIALS: /s/ JL
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5. DEFAULT. A default shall be deemed to have occurred hereunder upon the
occurrence of an Event of Default, as defined in the Loan Agreement dated as of
August 8, 1996 between Debtor and Bank, whereupon Bank shall be entitled to
exercise such remedies as may be available pursuant to the Loan Agreement and
applicable law.

6. ADDITIONAL AGREEMENTS OF DEBTOR. If any amounts owing under this note are
not paid when due, Debtor promises to pay all costs and expenses, including
reasonable attorneys' fees, incurred by Bank in the collection or enforcement
of this note. Debtor and any endorsers of this note, for the maximum period of
time and the full extent permitted by law, (a) waive diligence, presentment,
demand, notice of nonpayment, protest, notice of protest, and notice of every
kind; (b) waive the right to assert the defense of any statute of limitations
to any debt or obligation hereunder; and (c) consent to renewals and extensions
of time for the payment of any amounts due under this note. If this note is
signed by more than one party, the term "Debtor" includes each of the
undersigned and any successors in interest thereof; all of whose liability
shall be joint and several. Any married person who signs this note agrees that
recourse may be had against the separate property of that person for any
obligations hereunder. The receipt of any check or other item of payment by
Bank, at its option shall not be considered a payment on account until such
check or other item of payment is honored when presented for payment at the
drawee bank. Bank may delay the credit of such payment based upon Bank's
schedule of funds availability, and interest under this note shall accrue until
the funds are deemed collected. In any action brought under or arising out of
this note, Debtor and any Obligor, including their successors or assigns,
hereby consent to the jurisdiction of any competent court within the State of
California, as provided in any alternative dispute resolution agreement
executed between Debtor and Bank, and consent to service of process by any
means authorized by California law. The term "Bank" includes, without
limitation, any holder of this note. This note shall be construed in accordance
with and governed by the laws of the State of California. This note hereby
incorporates any alternative dispute resolution agreement previously,
concurrently or hereafter executed between Debtor and Bank.

7. DEFINITIONS. As used herein, the following terms shall have the meanings
respectively set forth below: "Adjusted LIBOR-Rate" shall mean the LIBOR Base
Rate as adjusted for reserve requirements imposed on Bank from time to time.
"BASE INTEREST RATE" shall mean a rate of interest based on the Adjusted
LIBOR-Rate. "BASE INTEREST RATE LOAN" shall mean amounts outstanding under this
note that bear interest at a Base Interest Rate. "BASE RATE MATURITY DATE"
shall mean the last day of the Interest Period with respect to principal
outstanding on which a Base Interest Rate has been selected by Debtor.
"BUSINESS DAY" shall mean a day which is not a Saturday or Sunday on which Bank
is open for business in California and on which dealings in U.S. dollar
deposits outside of the United States may be carried on by Bank. "INTEREST
PERIOD" shall mean any calendar period of one, three, six or twelve months. In
determining an Interest Period, a month means a period that starts on one
Business Day in a month and ends on and includes the day preceding the
numerically corresponding day in the next month. For any month in which there
is no such numerically corresponding day, then as to that month, such day shall
be deemed to be the last calendar day of such month. Any Interest Period which
would otherwise end on a non-Business Day shall end on the next succeeding
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Business Bay unless that is the first day of the month, in which event such
Interest Period shall end on the next preceding Business Day. "LIBOR BASE
RATE" shall mean for each Interest Period the rate per annum (rounded upward,
if necessary, to the nearest 1/100 of 1%) at which dollar deposits, in
immediately available funds and in lawful money of the United States would be
offered to Bank, outside of the United States, for a term coinciding with such
Interest Period and for an amount equal to the amount of principal covered by
Debtor's interest rate election. "ORIGINATION DATE" shall mean the Business Day
on which funds are made available to Debtor relating to Debtor's selection of a
Base Interest Rate. "REFERENCE RATE" shall mean the rate announced by Bank from
time to time at its corporate headquarters at its "Reference Rate". The
Reference Rate is an index rate determined by Bank from time to time as a means
of pricing certain extensions of credit and is neither directly tied to any
external rate of interest or index nor necessarily the lowest rate of interest
charged by Bank at any given time.

DIODES INCORPORATED

By /s/ Joseph Liu
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UNION BANK
A DIVISION OF UNION BANK OF CALIFORNIA, N.A.

TERM NOTE
(BASE RATE)

BORROWER NAME: DIODES INCORPORATED

3050 EAST HILLCREST DRIVE
WESTLAKE VILLAGE, CA 91362-3154

OFFICE 30361
LOAN NUMBER: 2113876598
MATURITY DATE: FEBRUARY 28, 2002
AMOUNT  $8,000, 000 .00

WOODLAND HILLS, CALIFORNIA $8,000,000.00 DATE: August 8, 1996

FOR VALUE RECEIVED, on FEBRUARY 28, 2002, the undersigned ("Debtor") promises
to pay to the order of UNION BANK ("Bank"), as indicated below, the principal
sum of EIGHT MILLION AND NO/100 Dollars ($8,000,000.00), or so much thereof as
is disbursed, together with interest on the balance of such principal from time
to time outstanding, at the per annum rates and at the times set forth below;
provided, however, Debtor shall pay total interest over the term of this note
of not less than $500.

1. PAYMENTS.

PRINCIPAL PAYMENTS. Debtor shall pay principal in installments of ONE
HUNDRED THIRTY THREE THOUSAND THREE HUNDRED THIRTY THREE AND 33/100 Dollars
($133,333.33) each on the 28th day of each MONTH, commencing FEBRUARY 28, 1997.
The availability under this Note shall be reduced on the same day and in the
same amount as each scheduled principal payment.

INTEREST PAYMENTS. Debtor shall pay interest on the outstanding principal
amount hereof on the 28TH day of each MONTH (commencing AUGUST 28, 1996).
Should interest not be paid when due, it shall become part of the principal and
bear interest as herein provided. All computations of interest under this note
shall be made on the basis of a year of 360 days, for actual days elapsed.
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a. BASE INTEREST RATE. At Debtor's option, for a period of SIX (6)
MONTHS following the date of each drawn amounts outstanding hereunder
in increments of at least $100,000 shall bear interest at a rate to be
selected by Debtor which is 1.25% per annum in excess of Bank's
Adjusted LIBOR-Rate for the Interest Period so selected by Debtor.
Thereafter, at Debtor's option, amounts outstanding hereunder in
increments of at least $100,000 shall bear interest at a rate to be
selected by Debtor which is 1.50% per annum in excess of Bank's
Adjusted LIBOR-Rate for the Interest Period so selected by Debtor.

Any Base Interest Rate selected by Debtor may not be changed, altered
or otherwise modified until the expiration of the Interest Period for
which it was selected. The exercise of interest options by Debtor
shall be as recorded in Bank's records, which records shall be prima
facie evidence of the amount borrowed under either interest option and
the interest rate; provided, however, that failure of Bank to make any
such notation in its records shall not discharge Debtor from its
obligations to repay in full with interest all amounts borrowed. In no
event shall any Interest Period extend beyond the maturity date of
this note.

To select a Base Interest Rate, Debtor may, from time to time with
respect to principal outstanding on which a Base Interest Rate has not been
selected and on the expiration of any Interest Period with respect to principal
outstanding on which a Base Interest Rate has been selected, select a Base
Interest Rate by telephoning an authorized lending officer of Bank located at
the banking office identified below prior to 10:00 a.m., California time, on
any Business Day and advising that officer of the Base Interest Rate, the
Interest Period and the Origination Date selected (which Origination Date, for
a Base Interest Rate Loan based on the Adjusted LIBOR-Rate, shall follow the
date of such election by no more than two (2) Business Days).

Bank will confirm the terms of the election in writing by mail to
Debtor promptly after the election is made. Failure to send such confirmation
shall not affect Bank's rights to collect interest at the rate selected. If,
on the date of the election, the Base Interest Rate selected is unavailable for
any reason, the selection shall be void. Bank reserves the right to fund the
principal from any source of funds notwithstanding any Base Interest Rate
selected by Debtor.

b. VARIABLE INTEREST RATE. All principal outstanding hereunder which
is not bearing interest at a Base Interest Rate shall bear interest at a rate
per annum equal to the Reference Rate, which rate shall vary as and when the
Reference Rate changes.

Debtor shall pay all amounts due under this note in lawful money of
the United States at Bank's SAN FERNANDO VALLEY COMMERCIAL BANKING Office, or
such other office as may be designated by Bank, from time to time.

2. LATE PAYMENTS. If any payment required by the terms of this note shall
remain unpaid ten days after same is due, at the option of Bank, Debtor shall
pay a fee of $100 to Bank.

3. INTEREST RATE FOLLOWING DEFAULT. In the event of default, at the option of

Bank, and, to the extent permitted by law, interest shall be payable on the
outstanding
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principal under this note at a per annum rate equal to five percent (5%) in
excess of the interest rate specified in paragraph 1.b, above, of this note,
calculated from the date of default until all amounts payable under this note
are paid in full.

4. PREPAYMENT.

a. Amounts outstanding under this note bearing interest at a rate based on the
Reference Rate may be prepaid in whole or in part at any time, without penalty
of premium. Amounts outstanding at a Base Interest Rate under this note may
only be prepaid, in whole or in part provided Bank has received not less than
five (5) Business Days prior written notice of an intention to make such
prepayment and Debtor pays a prepayment fee to Bank in an amount equal to: (i)
the difference between (a) the Base Interest Rate applicable to the principal
amount which Debtor intends to prepay, and (b) the return which Bank could
obtain if it used the amount of such prepayment of principal to purchase at bid
price regularly quoted securities issued by the United States having a maturity
date most closely coinciding with the relevant Base Rate Maturity Date and such
securities were held by Bank until the relevant Base Rate Maturity Date ("Yield
Rate"); (ii) the above difference, if greater than zero, is multiplied by a
fraction, the numerator of which is the number of days in the period between
the date of prepayment and the relevant Base Rate Maturity Bate and the
denominator of which is 360 days; (iii) the above product is multiplied by the
amount of the principal so prepaid (except in the event that principal payments
are required and have been made as scheduled under the terms of the Base
Interest Rate Loan being prepaid, then the amount multiplied in this section
shall be the lesser of the amount prepaid or 50% of the total of the amount
prepaid and the amount of principal scheduled under the terms of the Base
Interest Rate Loan being prepaid to be outstanding at the relevant Bank Rate
Maturity Date); and (iv) the above product is then discounted to present value
using the Yield Rate as the annual discount factor.

b. In no event shall Bank be obligated to make any payment or refund
to Debtor, nor shall Debtor be entitled to any setoff or other claim against
Bank, should the return which Bank could obtain under the above prepayment
formula exceed the interest that Bank would have received if no prepayment had
occurred. All prepayments shall include payment of accrued interest on the
principal amount so prepaid and shall be applied to payment of interest before
application to principal. A determination by Bank as to the prepayment fee
amount, if any, shall be conclusive.

c. Such prepayment fee, if any, shall also be payable if prepayment
occurs as the result of the acceleration of the principal of this note by Bank
because of any default hereunder. If, following such acceleration, all or any
portion of a Base Interest Rate Loan is satisfied, whether through sale of
property encumbered by a security agreement or other agreement securing this
note, if any, at a foreclosure sale held thereunder or through the tender of
payment any time following such acceleration, but prior to such a foreclosure
sale, then such satisfaction shall be deemed an evasion of the prepayment
conditions set forth above, and Bank shall, automatically and without notice or
demand, be entitled to receive, concurrently with such satisfaction the
prepayment fee set forth above, and the obligation to pay such prepayment fee
shall be added to the principal. DEBTOR HEREBY ACKNOWLEDGES AND AGREES THAT
BANK WOULD NOT LEND TO
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DEBTOR THE LOAN EVIDENCED BY THIS NOTE WITHOUT DEBTOR'S AGREEMENT, AS SET FORTH
ABOVE, TO PAY BANK A PREPAYMENT FEE UPON THE SATISFACTION OF ALL OR ANY PORTION
OF THE PRINCIPAL BEARING INTEREST AT A BASE INTEREST RATE FOLLOWING THE
ACCELERATION OF THE MATURITY DATE HEREOF BY REASON OF A DEFAULT. DEBTOR HAS
CAUSED THOSE PERSONS SIGNING THIS NOTE ON ITS BEHALF TO SEPARATELY INITIAL THE
AGREEMENT CONTAINED IN THIS PARAGRAPH BY PLACING THEIR INITIALS BELOW:

INITIALS: /s/ JL

5. DEFAULT. A default shall be deemed to have occurred hereunder upon the
occurrence of an Event of Default, as defined in the Loan Agreement dated as of
August 8, 1996 between Debtor and Bank, whereupon Bank shall be entitled to
exercise such remedies as may be available pursuant to the Loan Agreement and
applicable law.

6. ADDITIONAL AGREEMENTS OF DEBTOR. If any amounts owing under this note are
not paid when due, Debtor promises to pay all costs and expenses, including
reasonable attorneys' fees, incurred by Bank in the collection or enforcement
of this note. Debtor and any endorsers of this note, for the maximum period of
time and the full extent permitted by law, (a) waive diligence, presentment,
demand, notice of nonpayment, protest, notice of protest, and notice of every
kind; (b) waive the right to assert the defense of any statute of limitations
to any debt or obligation hereunder; and (c) consent to renewals and extensions
of time for the payment of any amounts due under this note. If this note is
signed by more than one party, the term "Debtor" includes each of the
undersigned and any successors in interest thereof; all of whose liability
shall be joint and several. Any married person who signs this note agrees that
recourse may be had against the separate property of that person for any
obligations hereunder. The receipt of any check or other item of payment by
Bank, at its option shall not be considered a payment on account until such
check or other item of payment is honored when presented for payment at the
drawee bank. Bank may delay the credit of such payment based upon Bank's
schedule of funds availability, and interest under this note shall accrue until
the funds are deemed collected. In any action brought under or arising out of
this note, Debtor and any Obligor, including their successors or assigns,
hereby consent to the jurisdiction of any competent court within the State of
California, as provided in any alternative dispute resolution agreement
executed between Debtor and Bank, and consent to service of process by any
means authorized by California law. The term "Bank" includes, without
limitation, any holder of this note. This note shall be construed in accordance
with and governed by the laws of the State of California. This note hereby
incorporates any alternative dispute resolution agreement previously,
concurrently or hereafter executed between Debtor and Bank.

7. DEFINITIONS. As used herein, the following terms shall have the meanings
respectively set forth below: "Adjusted LIBOR-Rate" shall mean the LIBOR Base
Rate as adjusted for reserve requirements imposed on Bank from time to time.
"BASE INTEREST RATE" shall mean a rate of interest based on the Adjusted
LIBOR-Rate. "BASE INTEREST RATE LOAN" shall mean amounts outstanding under this
note that bear interest at a Base
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Interest Rate. "BASE RATE MATURITY DATE" shall mean the last day of the
Interest Period with respect to principal outstanding on which a Base Interest
Rate has been selected by Debtor. "BUSINESS DAY" shall mean a day which is not
a Saturday or Sunday on which Bank is open for business in California and on
which dealings in U.S. dollar deposits outside of the United States may be
carried on by Bank. "INTEREST PERIOD" shall mean any calendar period of one,
three, six or twelve months. In determining an Interest Period, a month means a
period that starts on one Business Day in a month and ends on and includes the
day preceding the numerically corresponding day in the next month. For any
month in which there is no such numerically corresponding day, then as to that
month, such day shall be deemed to be the last calendar day of such month. Any
Interest Period which would otherwise end on a non-Business Day shall end on
the next succeeding Business Bay unless that is the first day of the month, in
which event such Interest Period shall end on the next preceding Business Day.
"LIBOR BASE RATE" shall mean for each Interest Period the rate per annum
(rounded upward, if necessary, to the nearest 1/100 of 1%) at which dollar
deposits, in immediately available funds and in lawful money of the United
States would be offered to Bank, outside of the United States, for a term
coinciding with such Interest Period and for an amount equal to the amount of
principal covered by Debtor's interest rate election. "ORIGINATION DATE" shall
mean the Business Day on which funds are made available to Debtor relating to
Debtor's selection of a Base Interest Rate. "REFERENCE RATE" shall mean the
rate announced by Bank from time to time at its corporate headquarters at its
"Reference Rate". The Reference Rate is an index rate determined by Bank from
time to time as a means of pricing certain extensions of credit and is neither
directly tied to any external rate of interest or index nor necessarily the
lowest rate of interest charged by Bank at any given time.

DIODES INCORPORATED

By /s/ Joseph Liu
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UNION BANK
A DIVISION OF UNION BANK OF CALIFORNIA, N.A.

EXHIBIT B
[FORM OF]
TERM NOTE

(BASE RATE)

BORROWER NAME: DIODES INCORPORATED

3050 EAST HILLCREST DRIVE
WESTLAKE VILLAGE, CA 91362-3154

OFFICE 30361
LOAN NUMBER: 2113876598
MATURITY DATE:

AMOUNT

WOODLAND HILLS, CALIFORNIA $ DATE: August 8, 1996

FOR VALUE RECEIVED, on , 20 , the undersigned ("Debtor")
promises to pay to the order of UNION BANK ("Bank"), as indicated below, the
principal sum of Dollars

($ ), or so much thereof as is disbursed, together

with interest on the balance of such principal from time to time outstanding,
at the per annum rates and at the times set forth below; provided, however,
Debtor shall pay total interest over the term of this note of not less than
$500.

1. PAYMENTS.
PRINCIPAL PAYMENTS. Debtor shall pay principal in installments of
Dollars ($ ) each on the
day of each, commencing . The

availability under this Note shall be reduced on the same day and in the same
amount as each scheduled principal payment.

INTEREST PAYMENTS. Debtor shall pay interest on the outstanding principal
amount hereof on the , day of each (commencing
Should interest not be paid when due, it shall become
part of the principal and bear interest as herein provided. All computations
of interest under this note shall be made on the basis of a year of 360 days,
for actual days elapsed.

A. BASE INTEREST RATE. At Debtor's option, for a period of SIX (6)
MONTHS following the date of each drawn amounts outstanding hereunder
in increments of at least $100,000 shall bear interest at a rate to be
selected by Debtor which is 1.25% per annum in excess of Bank's
Adjusted LIBOR-Rate for the Interest Period so selected by Debtor.
Thereafter, at Debtor's option, amounts outstanding hereunder in
increments of
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at least $100,000 shall bear interest at a rate to be selected by
Debtor which is 1.50% per annum in excess of Bank's Adjusted LIBOR-
Rate for the Interest Period so selected by Debtor.

Any Base Interest Rate selected by Debtor may not be changed, altered
or otherwise modified until the expiration of the Interest Period for
which it was selected. The exercise of interest options by Debtor
shall be as recorded in Bank's records, which records shall be prima
facie evidence of the amount borrowed under either interest option and
the interest rate; provided, however, that failure of Bank to make any
such notation in its records shall not discharge Debtor from its
obligations to repay in full with interest all amounts borrowed. In no
event shall any Interest Period extend beyond the maturity date of
this note.

To select a Base Interest Rate, Debtor may, from time to time with
respect to principal outstanding on which a Base Interest Rate has not been
selected and on the expiration of any Interest Period with respect to principal
outstanding on which a Base Interest Rate has been selected, select a Base
Interest Rate by telephoning an authorized lending officer of Bank located at
the banking office identified below prior to 10:00 a.m., California time, on
any Business Day and advising that officer of the Base Interest Rate, the
Interest Period and the Origination Date selected (which Origination Date, for
a Base Interest Rate Loan based on the Adjusted LIBOR-Rate, shall follow the
date of such election by no more than two (2) Business Days).

Bank will confirm the terms of the election in writing by mail to
Debtor promptly after the election is made. Failure to send such confirmation
shall not affect Bank's rights to collect interest at the rate selected. If,
on the date of the election, the Base Interest Rate selected is unavailable for
any reason, the selection shall be void. Bank reserves the right to fund the
principal from any source of funds notwithstanding any Base Interest Rate
selected by Debtor.

b. VARIABLE INTEREST RATE. All principal outstanding hereunder which
is not bearing interest at a Base Interest Rate shall bear interest at a rate
per annum equal to the Reference Rate, which rate shall vary as and when the
Reference Rate changes.

Debtor shall pay all amounts due under this note in lawful money of
the United States at Bank's SAN FERNANDO VALLEY COMMERCIAL BANKING Office, or
such other office as may be designated by Bank, from time to time.

2. LATE PAYMENTS. If any payment required by the terms of this note shall
remain unpaid ten days after same is due, at the option of Bank, Debtor shall
pay a fee of $100 to Bank.

3. INTEREST RATE FOLLOWING DEFAULT. In the event of default, at the option of
Bank, and, to the extent permitted by law, interest shall be payable on the
outstanding principal under this note at a per annum rate equal to five percent
(5%) in excess of the interest rate specified in paragraph 1.b, above, of this
note, calculated from the date of default until all amounts payable under this
note are paid in full.
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4. PREPAYMENT.

a. Amounts outstanding under this note bearing interest at a rate based on the
Reference Rate may be prepaid in whole or in part at any time, without penalty
of premium. Amounts outstanding at a Base Interest Rate under this note may
only be prepaid, in whole or in part provided Bank has received not less than
five (5) Business Days prior written notice of an intention to make such
prepayment and Debtor pays a prepayment fee to Bank in an amount equal to: (i)
the difference between (a) the Base Interest Rate applicable to the principal
amount which Debtor intends to prepay, and (b) the return which Bank could
obtain if it used the amount of such prepayment of principal to purchase at bid
price regularly quoted securities issued by the United States having a maturity
date most closely coinciding with the relevant Base Rate Maturity Date and such
securities were held by Bank until the relevant Base Rate Maturity Date ("Yield
Rate"); (ii) the above difference, if greater than zero, is multiplied by a
fraction, the numerator of which is the number of days in the period between
the date of prepayment and the relevant Base Rate Maturity Bate and the
denominator of which is 360 days; (iii) the above product is multiplied by the
amount of the principal so prepaid (except in the event that principal payments
are required and have been made as scheduled under the terms of the Base
Interest Rate Loan being prepaid, then the amount multiplied in this section
shall be the lesser of the amount prepaid or 50% of the total of the amount
prepaid and the amount of principal scheduled under the terms of the Base
Interest Rate Loan being prepaid to be outstanding at the relevant Bank Rate
Maturity Date); and (iv) the above product is then discounted to present value
using the Yield Rate as the annual discount factor.

b. In no event shall Bank be obligated to make any payment or refund
to Debtor, nor shall Debtor be entitled to any setoff or other claim against
Bank, should the return which Bank could obtain under the above prepayment
formula exceed the interest that Bank would have received if no prepayment had
occurred. All prepayments shall include payment of accrued interest on the
principal amount so prepaid and shall be applied to payment of interest before
application to principal. A determination by Bank as to the prepayment fee
amount, if any, shall be conclusive. In the event of partial prepayment, such
prepayments shall be applied to principal payments in the inverse order of
their maturity.

c. Such prepayment fee, if any, shall also be payable if prepayment
occurs as the result of the acceleration of the principal of this note by Bank
because of any default hereunder. If, following such acceleration, all or any
portion of a Base Interest Rate Loan is satisfied, whether through sale of
property encumbered by a security agreement or other agreement securing this
note, if any, at a foreclosure sale held thereunder or through the tender of
payment any time following such acceleration, but prior to such a foreclosure
sale, then such satisfaction shall be deemed an evasion of the prepayment
conditions set forth above, and Bank shall, automatically and without notice or
demand, be entitled to receive, concurrently with such satisfaction the
prepayment fee set forth above, and the obligation to pay such prepayment fee
shall be added to the principal. DEBTOR HEREBY ACKNOWLEDGES AND AGREES THAT
BANK WOULD NOT LEND TO DEBTOR THE LOAN EVIDENCED BY THIS NOTE WITHOUT DEBTOR'S
AGREEMENT, AS SET FORTH ABOVE, TO PAY BANK A PREPAYMENT FEE UPON THE

57



32
SATISFACTION OF ALL OR ANY PORTION OF THE PRINCIPAL BEARING INTEREST AT A BASE
INTEREST RATE FOLLOWING THE ACCELERATION OF THE MATURITY DATE HEREOF BY REASON
OF A DEFAULT. DEBTOR HAS CAUSED THOSE PERSONS SIGNING THIS NOTE ON ITS BEHALF
TO SEPARATELY INITIAL THE AGREEMENT CONTAINED IN THIS PARAGRAPH BY PLACING
THEIR INITIALS BELOW:

INITIALS: /s/ JL

5. DEFAULT. A default shall be deemed to have occurred hereunder upon the
occurrence of an Event of Default, as defined in the Loan Agreement dated as of
August 8, 1996 between Debtor and Bank, whereupon Bank shall be entitled to
exercise such remedies as may be available pursuant to the Loan Agreement and
applicable law.

6. ADDITIONAL AGREEMENTS OF DEBTOR. If any amounts owing under this note are
not paid when due, Debtor promises to pay all costs and expenses, including
reasonable attorneys' fees, incurred by Bank in the collection or enforcement
of this note. Debtor and any endorsers of this note, for the maximum period of
time and the full extent permitted by law, (a) waive diligence, presentment,
demand, notice of nonpayment, protest, notice of protest, and notice of every
kind; (b) waive the right to assert the defense of any statute of limitations
to any debt or obligation hereunder; and (c) consent to renewals and extensions
of time for the payment of any amounts due under this note. If this note is
signed by more than one party, the term "Debtor" includes each of the
undersigned and any successors in interest thereof; all of whose liability
shall be joint and several. Any married person who signs this note agrees that
recourse may be had against the separate property of that person for any
obligations hereunder. The receipt of any check or other item of payment by
Bank, at its option shall not be considered a payment on account until such
check or other item of payment is honored when presented for payment at the
drawee bank. Bank may delay the credit of such payment based upon Bank's
schedule of funds availability, and interest under this note shall accrue until
the funds are deemed collected. In any action brought under or arising out of
this note, Debtor and any Obligor, including their successors or assigns,
hereby consent to the jurisdiction of any competent court within the State of
California, as provided in any alternative dispute resolution agreement
executed between Debtor and Bank, and consent to service of process by any
means authorized by California law. The term "Bank" includes, without
limitation, any holder of this note. This note shall be construed in accordance
with and governed by the laws of the State of California. This note hereby
incorporates any alternative dispute resolution agreement previously,
concurrently or hereafter executed between Debtor and Bank.

7. DEFINITIONS. As used herein, the following terms shall have the meanings
respectively set forth below: "Adjusted LIBOR-Rate" shall mean the LIBOR Base
Rate as adjusted for reserve requirements imposed on Bank from time to time.
"BASE INTEREST RATE" shall mean a rate of interest based on the Adjusted
LIBOR-Rate. "BASE INTEREST RATE LOAN" shall mean amounts outstanding under this
note that bear interest at a Base Interest Rate. "BASE RATE MATURITY DATE"
shall mean the last day of the Interest Period with respect to principal
outstanding on which a Base Interest Rate has been selected by
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Debtor. "BUSINESS DAY" shall mean a day which is not a Saturday or Sunday on
which Bank is open for business in California and on which dealings in U.S.
dollar deposits outside of the United States may be carried on by Bank.
"INTEREST PERIOD" shall mean any calendar period of one, three, six or twelve
months. In determining an Interest Period, a month means a period that starts
on one Business Day in a month and ends on and includes the day preceding the
numerically corresponding day in the next month. For any month in which there
is no such numerically corresponding day, then as to that month, such day shall
be deemed to be the last calendar day of such month. Any Interest Period which
would otherwise end on a non-Business Day shall end on the next succeeding
Business Bay unless that is the first day of the month, in which event such
Interest Period shall end on the next preceding Business Day. "LIBOR BASE RATE"
shall mean for each Interest Period the rate per annum (rounded upward, if
necessary, to the nearest 1/100 of 1%) at which dollar deposits, in immediately
available funds and in lawful money of the United States would be offered to
Bank, outside of the United States, for a term coinciding with such Interest
Period and for an amount equal to the amount of principal covered by Debtor's
interest rate election. "ORIGINATION DATE" shall mean the Business Day on which
funds are made available to Debtor relating to Debtor's selection of a Base
Interest Rate. "REFERENCE RATE" shall mean the rate announced by Bank from time
to time at its corporate headquarters at its "Reference Rate". The Reference
Rate is an index rate determined by Bank from time to time as a means of
pricing certain extensions of credit and is neither directly tied to any
external rate of interest or index nor necessarily the lowest rate of interest
charged by Bank at any given time.

DIODES INCORPORATED

By /s/ Joseph Liu
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UNION BANK
A DIVISION OF UNION BANK OF CALIFORNIA, N.A.

SECURITY AGREEMENT

This Agreement executed at WESTLAKE VILLAGE, California, on JULY 19, 1996,
by DIODES INCORPORATED (herein called "Debtor"). OWNER(S) OF COLLATERAL

As security for the payment and performance of all of Debtor's obligations to
UNION BANK, A DIVISION OF UNION BANK OF CALIFORNIA, N.A., (herein called
"Bank"), irrespective of the manner in which or the time at which such
obligations arose or shall arise, and whether direct or indirect, alone or with
others, absolute or contingent, Debtor does hereby grant a continuing security
interest to Bank in all property of Debtor other than real property (herein
called "Collateral"), whether now or hereafter owned or in existence described
as

A. MOTOR VEHICLES: N/A
B. OTHER:

ALL ACCOUNTS, DEPOSIT ACCOUNTS, INSTRUMENTS, CHATTEL PAPER, DOCUMENTS, GENERAL
INTANGIBLES, INVENTORY, EQUIPMENT, FURNITURE, NOW OR HEREAFTER OWNED OR
ACQUIRED BY DEBTOR, ALL PROCEEDS AND INSURANCE PROCEEDS OF THE FOREGOING, ALL
GUARANTEES AND OTHER SECURITY THEREFOR, AND ALL OF DEBTOR'S PRESENT AND FUTURE
BOOKS AND RECORDS RELATING THERETO (INCLUDING COMPUTER-STORED INFORMATION AND
ALL SOFTWARE RELATING THERETO) AND ALL CONTRACT RIGHTS WITH THIRD PARTIES
RELATING TO THE MAINTENANCE OF ANY SUCH BOOKS, RECORDS AND INFORMATION.

The Collateral described above will be maintained at 3050 E. HILLCREST DR.,
WESTLAKE VILLAGE, CALIF. 91362; 400 W. MAPLE, SUITE 300, BIRMINGHAM, MI 48009;
39 CARRINGTON ST., LINCOLN, RHODE ISLAND 02865* AND ANY OTHER LOCATION (S)

C. ALL PROPERTY OF ANY KIND WHICH IS DELIVERED TO OR IN THE POSSESSION OR
CONTROL OF BANK OR ITS AGENTS;

D. PROCEEDS OF ANY OF THE ABOVE-DESCRIBED PROPERTY. The grant of a
security interest in proceeds does not imply the right of Debtor to sell or
dispose of any Collateral described herein (other than in the ordinary course
of business) without the express consent in writing by Bank.

The maximum amount of indebtedness to be secured at any one time is unlimited
unless an amount is inserted N/A. ($ N/A ). MAXIMUM AMOUNT
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(To be completed only if an accommodation) N/A is executing this OWNER(S) OF
COLLATERAL Agreement as an Accommodation Debtor only and his liability is
limited to the security interest created in Collateral described herein.

The Debtor being accommodated is N/A.

All terms and conditions on the reverse side hereof are incorporated herein as
though set forth in full.

DIODES INCORPORATED
BY:/S/ JOSEPH LIU VP OF OPER & CFO

AGREEMENT

1. The term credit is used throughout this Agreement in its broadest and most
comprehensive sense. Credit may be granted at the request of any one Debtor
without further authorization or notice to any other Debtor, including an
Accommodation Debtor. Collateral shall be security for all obligations of
Debtor to Bank in accordance with the terms and conditions herein.

2. Debtor will: (A) execute such Financing Statement and other documents and
do such other acts and things, all as Bank may from time to time require, to
establish and maintain a valid security interest in Collateral, including
payment of all costs and fees in connection with any of the foregoing when
deemed necessary by Bank; (B)* (C) keep Collateral separate and identifiable
and at the location described herein and permit Bank and its representatives to
inspect Collateral and/or records pertaining thereto from time to time during
normal business hours; (D) not sell, assign or create or permit to exist any
lien on or security interest in Collateral in favor of anyone other than the
Bank/**unless Bank consents thereto in writing and at Debtor's expense upon
Bank's request remove any unauthorized lien or security interest and defend any
claim affecting the Collateral; (E) maintain Collateral in good condition and
not use Collateral for any unlawful purpose; (F) at its own expense, upon
request of Bank, notify any parties obligated to Debtor on any Collateral to
make payment to Bank and Debtor hereby irrevocably grants Bank power of
attorney to make said notifications and collections; (G)and does hereby
authorize Bank to perform any and all acts which Bank in good faith deems
necessary for the protection and preservation of Collateral or its value or
Bank's security interest therein, including transferring any Collateral into
its own name and receiving the income thereon as additional security hereunder.
Bank may not exercise any right under any corporate security which might
constitute the exercise of control by Bank so as to make any such corporation
an affiliate of Bank within the meaning of the banking laws until after
default.

3. The term default shall mean the occurrence of any ***
4. Whenever a default exists, Bank, at its option may: (A) exercise its
remedies under any agreement for the granting of credit to Debtor; (B) sell,

lease or otherwise dispose of Collateral at public or private sale; unless
Collateral is perishable and threatens to decline
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speedily in value or is a type customarily sold on a recognized market, Bank
will give Debtor at least ten (10) days prior written notice of the time and
place of any public sale or of the time after which any private sale or any
other intended disposition may be made; (C) transfer any Collateral into its
own name or that of its nominee; (D) retain Collateral in satisfaction of
obligations secured hereby, with notice of such retention sent to Debtor as
required by law; (E) notify any parties obligated on any Collateral consisting
of accounts, instruments, chattel paper, chooses in action or the like to make
payment to Bank and enforce collection of any Collateral herein; (F) require
Debtor to assemble and deliver any Collateral to Bank at a reasonable
convenient place designated by Bank; (G) apply all sums received or collected
from or on account of Collateral including the proceeds of any sales thereof to
the payment of the costs and expenses incurred in preserving and enforcing
rights of Bank including but not limited to reasonable attorneys' fees, and
indebtedness secured hereby in such order and manner as Bank in its sole
discretion determines; Bank shall account to Debtor for any surplus remaining
thereafter, and shall pay such surplus to the party entitled thereto, including
any second secured party who has made a proper demand upon Bank and has
furnished proof to Bank as requested in the manner provided by law; in like
manner, Debtor, unless an Accommodation Debtor only, agrees to pay to Bank
without demand any deficiency after any Collateral has been disposed of and
proceeds applied as aforesaid; and (H) exercise its banker's lien or right of
setoff in the same manner as though the credit were unsecured. Bank shall have
all the rights and remedies of a secured party under the Uniform Commercial
Code of California in any jurisdiction where enforcement is sought, whether in
California or elsewhere. All rights, powers and remedies of Bank hereunder
shall be cumulative and not alternative. No delay on the part of Bank in the
exercise of any right or remedy shall constitute a waiver thereof and no
exercise by Bank of any right or remedy shall preclude the exercise of any
other right or remedy or further exercise of the same remedy.

5. Debtor waives; (A) all right to require Bank to proceed against any other
person including any other Debtor hereunder or to apply and Collateral Bank may
hold at any time or to pursue any other remedy; Collateral, endorsers or
guarantors may be released, substituted or added without affecting the
liability of Debtor hereunder; (B) the defense of the Statute of Limitations in
any action upon any obligations of Debtor secured hereby; (C) if he is an
Accommodation Debtor, all rights under Uniform Commercial Code Section 9112;
and (D) any right of subrogation and any right to participate in Collateral
until all obligations hereby secured have been paid in full.

6. Debtor warrants: (A) that it is or will be the lawful owner of all
Collateral free of all claims, liens or encumbrances whatsoever, other than the
security interest granted pursuant hereto****/; (B) all information, including
but not limited to financial statements furnished by Debtor to Bank heretofore
or hereafter, whether oral or written, is and will be correct and true in all
material respects as of the date given; and (C) if Debtor is a business entity,
the execution, delivery and performance hereof are within its powers and have
been duly authorized.

7. The right of Bank to have recourse against Collateral shall not be affected

in any way by the fact that the credit is secured by a mortgage, deed of trust
or other lien upon real property.
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8. Debtor may terminate this Agreement at any time upon written notice to Bank
of such termination; provided however, that such termination shall not affect
his obligations then outstanding, any extensions or renewals thereof, nor the
security interest granted herein which shall continue until such outstanding
obligations are satisfied in full. Such termination shall not affect the
obligations of other Debtors if more than one executes this Agreement.

9. If more than one Debtor executes this Agreement, the obligations hereunder
are joint and several. All words used herein in the singular shall be deemed to
have been used in the plural when the context and construction so require. Any
married persons who sign this Agreement expressly agree that recourse may be
had against his/her separate property for all of his/her obligations to Bank.

10. This Agreement shall inure to the benefit of and bind Bank, its successors
and assigns and each of the undersigned, their respective heirs, executors,
administrators and successors in interest. Upon transfer by Bank of any part of
the obligations secured hereby, Bank shall be fully discharged from all
liability with respect to Collateral transferred therewith.

11. Whenever possible each provision of this Agreement shall be interpreted in
such manner as to be effective and valid under applicable law, but, if any
provision of this Agreement shall be prohibited or invalid under applicable
law, such provisions shall be ineffective to the extent of such prohibition or
invalidity without invalidating the remainder of such or the remaining
provisions of this Agreement.

* comply with the terms of the agreements for the granting of credit to Debtor
by Bank

**except as permitted under any agreement for the granting of credit to Debtor
by Bank

***"Event of Default" as defined in any agreement for the granting of credit to
Debtor by Bank.

****and liens permitted under the terms of the credit executed by Bank to
Debtor;
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UNION BANK
A DIVISION OF UNION BANK OF CALIFORNIA, N.A.

ALTERNATIVE DISPUTE RESOLUTION AGREEMENT

THIS ALTERNATIVE DISPUTE RESOLUTION AGREEMENT ("Agreement") is made and entered
into as of the 19TH day of JULY 1996, by and between the undersigned
("Obligor") and Union Bank, a California banking corporation ("Bank") (Obligor
and Bank herein collectively, the "Parties" and individually, a "Party").
Initially capitalized terms used in this Agreement which are not otherwise
defined herein shall have the respective meanings set forth in Paragraph 7 of
this Agreement.

1. CLAIMS SUBJECT TO ARBITRATION OR JUDICIAL REFERENCE.

(a) Any Claim other than a Claim that arises out of or relates to any
obligation under any Subject Document that is secured, in whole or in part, by
an interest in real property shall, at the written request of any Party, be
determined by Arbitration.

(b) Any Claim that arises out of or relates to any obligation under any
Subject Document that is secured, in whole or in part, by an interest in real
property shall be determined by Arbitration only with the consent of both
Parties. If both Parties do not consent to the determination of any such Claim
by Arbitration, then such Claim shall, at the written request of any Party, be
determined by Reference.

(c) The determination as to whether or not a Claim arises out of or
relates to any obligation under any Subject Document that is secured, in whole
or in part, by an interest in real property shall be made at the time the
arbitrator or referee is selected pursuant to Paragraph 2 of this Agreement.

In connection with such Arbitration or Reference, the Parties hereby expressly,
intentionally and deliberately waive any right they may otherwise have to trial
by jury of such Claim.

2. SELECTION OF ARBITRATOR OR REFEREE. Within 30 days after written demand,
or within 30 days after commencement by any Party, of any lawsuit subject to
this Agreement, the Parties shall select a single neutral arbitrator pursuant
to the Commercial Arbitration Rules of the AAA or a single neutral referee
pursuant to the Judicial Reference Procedures of the AAA. However, the
arbitrator or referee selected must be a retired state or federal court judge
with at least five years of judicial experience in civil matters. In the event
that the selection pursuant to such Commercial Arbitration Rules or Judicial
Reference Procedures does not result in the appointment of a single neutral
arbitrator or a single neutral referee within 30 days, any such Party may
petition the court to appoint a single neutral arbitrator or single neutral
referee with the judicial experience described above. The Parties shall equally
bear the fees and expenses of the arbitrator or referee unless the arbitrator
or referee otherwise provides in the award or statement of decision.

3. CONDUCT OF ARBITRATION OR REFERENCE.
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(a) Except as provided in the Agreement, the arbitrator shall have the
powers provided under California law and the Commercial Arbitration Rules of
the AAA, and the referee shall have the powers provided under California law
and the Judicial Reference Procedures of the AAA.

(b) The arbitrator or referee shall determine all challenges to the
legality or enforceability of this Agreement.

(c) The arbitrator or referee shall apply the rules of evidence to the
same extent as they would be applied in a court of law.

(d) A Party may not conduct discovery unless the arbitrator or referee
grants such Party leave to do so upon a showing of good cause. All discovery
shall be completed within 90 days after the appointment of the arbitrator or
referee, except upon a showing of good cause by any Party. The arbitrator or
referee shall 1limit discovery to non-privileged material that is relevant to
the issues to be determined by the arbitrator or referee.

(e) The arbitrator or referee shall determine the time of the hearing and
shall designate its location from among the cities of San Francisco, Los
Angeles, San Diego, Sacramento, and Fresno based upon the convenience of the
arbitrator or referee, the Parties and any witnesses. However, such hearing
shall be commenced within 30 days after completion of discovery, unless the
arbitrator or referee grants a continuance upon a showing of good cause by any
Party. At least 7 days before the date set for such hearing, the Parties shall
exchange copies of exhibits to be offered as evidence, and lists of the
witnesses who will testify, at such hearing. Once commenced, the hearing shall
proceed day to day until completed, unless the arbitrator or referee grants a
continuance upon a showing of good cause by any Party. Any Party may cause to
be prepared, at its expense, a written transcription or electronic recordation
of such hearing.

(f) Subject to the provisions of this Agreement, the arbitrator may
award, or the referee may report, a statement of decision providing for any
remedy or relief, including without limitation judicial foreclosure, deficiency
judgment and equitable relief, and give effect to all legal and equitable
defenses, including without limitation, the statutes of limitation, the statute
of frauds, waiver and estoppel.

(g) The award of the arbitrator or the statement of decision of the
referee shall be supported by written findings of fact and conclusions of law
delivered by the arbitrator or referee to the Parties concurrently with such
award or statement of decision.

(h) The award of the arbitrator or the statement of decision of the
referee may not provide for recovery of punitive damages unless the arbitrator
or referee first makes written findings of fact that would satisfy the
requirements for recovery of punitive damages under California law. Any such
punitive damages shall not exceed a sum equal to twice the amount of actual
damages as determined by the arbitrator or referee.
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(i) The arbitrator shall have the power to award or the referee shall
have the power to report a statement of decision providing for reasonable
attorneys' fees (including a reasonable allocation for the costs of in-house
counsel) and costs to the prevailing party.

(3) The provisions of California Civil Code Sections 47 et seq. shall
apply to the Arbitration or Reference to the same extent as they would apply to
a judicial proceeding subject to such provisions.

4. PROVISIONAL REMEDIES, SELF-HELP AND FORECLOSURE. No provision of this
Agreement shall limit the right of any Party (a) to exercise self-help
remedies including, without limitation, set-off, (b) to foreclose against or
sell any collateral, by power of sale or otherwise or (c) to obtain or oppose
provisional or ancillary remedies from a court of competent jurisdiction
before, after or during the pendency of the Arbitration or Reference. The
exercise of, or opposition to, any such remedy does not waive the right of any
Party to Arbitration or Reference pursuant to this Agreement.

5. FINAL, BINDING AND NONAPPEALABLE JUDGMENT. Any court of competent
jurisdiction shall, upon the petition of any Party, confirm the award of the
arbitrator and enter judgment in conformity therewith. Any court of competent
jurisdiction shall, upon the filing of the statement of decision of the
referee, enter judgment thereon. Any such judgment shall be final, binding and
nonappealable.

6. MISCELLANEOUS. 1In the event that multiple claims are asserted, some of
which are found not subject to this Agreement, the Parties agree to stay the
proceedings of the claims not subject to this Agreement until all other claims
are resolved in accordance with this Agreement. In the event that claims are
asserted against multiple parties, some of whom are not subject to this
Agreement, the Parties agree to server the claims subject to this Agreement and
resolve them in accordance with this Agreement. In the event that any provision
of this Agreement is found to be illegal or unenforceable, the remainder of
this Agreement shall remain in full force and effect. In the event of any
challenge to the legality or enforceability of this Agreement, the prevailing
Party shall be entitled to recover the costs and expenses, including reasonable
attorneys' fees, incurred by it in connection therewith. The laws of the State
of California shall govern the interpretation of this Agreement. This
Agreement fully states all of the terms and conditions of the Parties'
agreement regarding the matters mentioned in, or incidental to, this Agreement.
This Agreement supersedes all oral negotiations and prior writings concerning
the subject matter hereof.

7. DEFINED TERMS. As used in this Agreement, the following terms shall have
the respective meanings set forth below:

(a) "AAA" shall mean the American Arbitration Association.
(b) "ARBITRATION" shall mean an arbitration conducted pursuant to
this Agreement in accordance with Title 9 of the California Code of Civil

Procedure, Section 1280 et seq., and under the Commercial Arbitration Rules of
the AAA, as in
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effect at the time the arbitrator is selected pursuant to paragraph 2 of this
Agreement.

(c) "CLAIM" shall mean any claim, cause of action, action, dispute or
controversy between or among the Parties, including any claim, cause of action,
action, dispute or controversy alleged in or subject to a lawsuit between or
among the Parties, which arises out of or relates to:

(1) any of the Subject Documents,

(ii) any negotiations, correspondence or communications
relating to any of the Subject Documents, whether or not incorporated
into the Subject Documents or any indebtedness evidence thereby,

(iii) the administration or management of the Subject
Documents or any indebtedness evidenced thereby or

(iv) any alleged agreements, promises, representations or
transactions in connection therewith, including but not limited to
any claim, cause of action, action, dispute or controversy which
arises out of or is based upon an alleged tort or other breach of
legal duty.

(d) "REFERENCE" shall mean a judicial reference conducted pursuant to
this Agreement in accordance with Title 8, Chapter 6 of the California Code of
Civil Procedure, Sections 638 et seq., and under the Judicial Reference
Procedures of the AAA, as in effect at the time the referee is selected
pursuant to paragraph 2 of this Agreement.

(e) "SUBJECT DOCUMENTS" shall mean any and all documents, instruments
and agreements previously, concurrently or hereafter executed by "Obligor in
favor of Bank, or between Obligor and Bank, which incorporate by reference an
alternative dispute resolution agreement or another agreement providing for the
resolution of Claims between or among the Parties by arbitration or judicial
reference, any and all related documents, instruments and agreements, and any
and all extensions, renewals, amendments, substitutions and replacements of any
of the foregoing; and "SUBJECT DOCUMENTS" shall mean any one of such Subject
Documents.

8. WAIVER OF RIGHT TO TRIAL BY JURY. In connection with an Arbitration or
Reference, or any other action or proceeding, the Parties hereby expressly,
intentionally and deliberately waive any right they may otherwise have to trial
by jury of any Claim.

This Agreement is duly executed by the Parties as of the date first written
above,

SEE ADDENDUM attached hereto and made a part hereof
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UNION BANK
BY: /s/ BITA ARDALAN
TITLE: VICE PRESIDENT

DIODES INCORPORATED
A DELAWARE CORPORATION

BY: /S/ JOSEPH LIU

VP OF OPER & CFO
TITLE
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ADDENDUM TO ALTERNATIVE DISPUTE RESOLUTION AGREEMENT

THIS ADDENDUM TO ALTERNATIVE DISPUTE RESOLUTION AGREEMENT (this
"Addendum"), dated as of August , 1996, is an addendum to and modifies
that certain Alternative Dispute Resolution Agreement dated as of August
1996 (the "Agreement"), by and between Union Bank of California, N.A. ("Bank")
and Diodes Incorporated ("Obligor").

1. The following provision is added at the end of the Agreement:

"Notwithstanding anything to the contrary contained in this Agreement,
the Parties will select three (3) neutral arbitrators or referees, as
applicable, unless they mutually agree to a different number of arbitrators or
referees. Accordingly, each reference in this Agreement to the "arbitrator' or
the "referee", or words of like import referring to such person, shall mean and
be a reference to the actual number of arbitrators or referees selected by the
Parties hereunder."

2. Except as modified by this Addendum, the Agreement shall remain in
full force and effect and is hereby ratified and affirmed.

"Obligor"

DIODES INCORPORATED
By: /S/ JOSEPH LIU

Title: VP OF OPER & CFO

"Bank"

UNION BANK OF CALIFORNIA, N.A.
By: /s/ Ronald L. Waterworth

Title: Vice President
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UNION BANK
A DIVISION OF UNION BANK OF CALIFORNIA, N.A.

CERTIFIED COPY OF BORROWING RESOLUTION

UNION BANK OFFICE/ADDRESS
SAN FERNANDO VALLEY OFFICE
5855 TOPANGA CANYON BLVD., #200, WOODLAND HILLS, CA 91367

In completing this resolution, you must list in this opening paragraph the
names of the officers authorized to sign and you must insert the words "AND" or
"OR" after the title of each officer if there is more than one authorized
signer. Unless otherwise stated herein, use of the word "AND" will indicate
that two or more signatures are needed to execute documents and use of the word
"OR" will indicate that only one signature of two or more successive signers
will be required on documents.

NOwW, THEREFORE, RESOLVED, that 1  Signature(s) required

/S/ DAVID LIN DAVID LIN PRESIDENT

Signature Name Title

/S/ PEDRO MORILLAS PEDRO MORILLAS EVP

Signature Name Title

/S/ JOSEPH LIU JOSEPH LIU VP -OPERATIONS/CFO/SECRETARY
Signature Name Title

/S/ CARL WERTZ CARL WERTZ CONTROLLER

Signature Name Title

(hereafter sometimes referred to, whether one or more, as "said officers") of
DIODES INCORPORATED a corporation, are authorized to borrow from time to time,
in the name of and in behalf of this corporation, from UNION BANK such sums of
money as said officers deem expedient, from time to time to extend or renew any
such loan in whole or in part, to contract with said bank upon such terms and
conditions as it requires for the issuance of commercial letters of credit,
circular letters for the use of travelers and any other instruments of credit,
the aggregate principal indebtedness of this corporation with respect to such
transaction outstanding and unpaid at any one time not to exceed the sum of
TWENTY-THREE MILLION AND NO/100 dollars ($23,000,000.00); and said officers are
hereby authorized to execute in its corporate name the note or notes of this
corporation as evidence of each such loan and of any extension or renewal
thereof and to execute all contracts and other instruments required by the bank
in connection with any loan, each of which contracts, notes and other
instruments shall contain such terms and
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conditions as are agreed upon by said officers and said bank, including among
others not specified in this resolution provision regulating or restricting the
declaration and payment of dividends by the corporation, the payment of
indebtedness to officers, shareholders, or other persons other than the bank,
or other regulations or restrictions of the same or different kinds, conditions
as to default, attorneys, fees, waivers of notice, and sale of securities.

"RESOLVED FURTHER that said officers are authorized to hypothecate or pledge
with and transfer and deliver to said bank as security for the payment of any
obligations so incurred such securities or other assets of this corporation as
are agreed upon by them and said bank and to execute in the name of the
corporation such agreements of hypothecation as they deem expedient and to
include in any such agreement such waivers of demand, notice or advertisement
and such other waivers and provisions as seem expedient to them, including
among others a provision that any such security may be held by said bank to
secure any other indebtedness, whether due or not due, owing to said bank from
this corporation.

"RESOLVED FURTHER that said officers may direct said bank orally or by written
instruction to disburse the proceeds of any loan made in the name of the
corporation to any person, partnership, corporation or other legal entity
without 1limit including to said officers personally.

"RESOLVED FURTHER that at any time said bank may apply any money or property in
its hands belonging to this corporation to the payment of any indebtedness of
this corporation to it, whether due or not due, and any agreement executed as
aforesaid may so provide.

"RESOLVED FURTHER that if two or more resolutions of this corporation
authorizing any of the transactions authorized by this resolution are
outstanding concurrently at any time the provisions thereof shall be deemed to
be cumulative.

"RESOLVED FURTHER that said officers are authorized in addition to any
obligation incurred under any of the preceding provisions of this resolution to
discount with said bank any notes, drafts, acceptances, bills of exchange, or
other evidence of debt owned by this corporation upon such terms as are agreed
upon by said bank and said officers and in the name of this corporation to
endorse such evidence of indebtedness so to be discounted by said bank and to
guarantee payment thereof to said bank.

"RESOLVED FURTHER that upon the execution by said officers of any instrument
authorized by this resolution such instrument shall be deemed to be executed by
this corporation whether or not the corporate seal of this corporation is
affixed thereto.

"RESOLVED FURTHER that all loans heretofore made by said officers in the name
of this corporation and all promissory notes and other documents executed by
them in connection therewith or to secure the same are hereby ratified and
approved.
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"RESOLVED FURTHER that said bank shall be able to rely on the incumbency of the
above-named officers until written notice is received at the above-captioned
office.

"RESOLVED FURTHER that this resolution shall remain in full force and effect
until written notice of its repeal has been received by said bank, at the
above-captioned office, such revocation, however, not to affect the validity of
any note or other instruments theretofore executed."

This is to certify that the foregoing is a true copy of a resolution duly
adopted by the directors of DIODES INCORPORATED, a corporation, at a meeting of
its board of directors duly held on August 5, 1996, and that said resolution is
in full force and effect.

This will further certify that the signatures indicated above are true
specimens of each captioned officer's signature.

Dated August 8, 1996 at Westlake Village, California.
/s/ JOSEPH LIU

as Secretary of

/s/ David Lin DIODES INCORPORATED

President
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UNIFORM COMMERCIAL CODE - FINANCING STATEMENT - FORM UCC-1 (REV. 1/90)

This FINANCING STATEMENT is presented for filing and will remain effective,
with certain exceptions for five years from the date of filing, pursuant to
Section 9403 of the California Uniform Commercial Code.

1. DEBTOR - DIODES INCORPORATED

1A. SOCIAL SECURITY OR FEDERAL TAX. NO. - 95-2039581

1B. MAILING ADDRESS - 3050 E. HILLCREST DRIVE

1C. CITY, STATE - WESTLAKE VILLAGE, CA

1D. ZIP CODE - 91362-3154

2. ADDITIONAL DEBTOR - N/A

2A. - SOCIAL SECURITY OR FEDERAL TAX. NO - N/A

2B. MAILING ADDRESS - N/A

2C. CITY, STATE - NA/

2D. ZIP CODE - N/A

3. DEBTOR'S TRADE NAMES OR STYLES - N/A

3A. FEDERAL TAX NUMBER - N/A

4. SECURED PARTY - UNION BANK, A Division of Union Bank of California, N.A.,
SAN FERNANDO VALLEY OFFICE, 5855 TOPANGA CANYON BLVD. #200, WOODLAND HILLS, CA
91367

4A. SOCIAL SECURITY NO., FEDERAL TAX NO. OR BANK TRANSIT AND A.B.A. NO. -
UB-30361

5. ASSIGNEE OF SECURED PARTY - N/A

5A. SOCIAL SECURITY NO., FEDERAL TAX NO. OR BANK TRANSIT AND A.B.A. NO. - N/A
6. This FINANCING STATEMENT covers the following types or items of property
(include description of real property on which located and owner of record when
required by instruction 4).

For value received and in consideration of advances, present and future and
other obligations debtor hereby grants Union Bank a security interest in all of
the following property:

ALL ACCOUNTS, DEPOSIT ACCOUNTS, INSTRUMENTS, CHATTEL PAPER, DOCUMENTS, GENERAL
INTANGIBLES, INVENTORY, EQUIPMENT, FURNITURE, NOW OR HEREAFTER OWNED OR
ACQUIRED BY DEBTOR, ALL PROCEEDS AND INSURANCE PROCEEDS OF THE FOREGOING, ALL
GUARANTEES AND OTHER SECURITY THEREFOR, AND ALL OF DEBTOR'S PRESENT AND FUTURE
BOOKS AND RECORDS RELATING THERETO (INCLUDING COMPUTER-STORED INFORMATION AND
ALL SOFTWARE RELATING THERETO) AND ALL CONTRACT RIGHTS WITH THIRD PARTIES
RELATING TO THE MAINTENANCE OF ANY SUCH BOOKS, RECORDS AND INFORMATION.

7. CHECK IF APPLICABLE - X
7A. PRODUCTS OF COLLATERAL ARE ALSO COVERED - X
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7B. DEBTOR(S) SIGNATURE NOT REQUIRED IN ACCORDANCE WITH INSTRUCTION 5 (a) ITEM:
N/A
8. CHECK IF APPLICABLE - X
9. BY: SIGNATURE OF DEBTOR: /s/ David Lin, President, 7/19/96, DIODES
INCORPORATED
BY: SIGNATURE OF SECURED PARTY - /s/ Ronald L. Waterworth, Vice President,
UNION BANK, SAN FERNANDO VALLEY OFFICE
10. THIS SPACE FOR USE OF FILING OFFICER
11. RETURN COPY TO:
ATTN: CLD VO3 492 CARRENO 30361
UNION BANK
PO BOX 30115
LOS ANGELES, CA 90030-0115
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THIS FINANCING STATEMENT IS PRESENTED TO THE SECRETARY OF STATE FOR FILING
PURSUANT TO THE UNIFORM COMMERCIAL CODE.

1. Debtor - Diodes Incorporated, 39 Carrington Street, Lincoln, Rhode Island
02865

2. Secured Party and address - Union Bank of California, N.A., Commercial
Documentation Center, Mail Code V03-492, P.0. Box 30115, Los Angeles, Calif.
90060-0691

3. This financing statement covers the following types (or items) of property:
The collateral described herein does not consist of consumer goods having an
aggregate original purchase price of less than three hundred dollars ($300),
excluding interest, insurance and other finance charges.

See Exhibit "A" attached hereto and made a part hereof

Check if covered:

Proceed of Collateral are also covered - n/a

Products of Collateral are also covered - X

Maturity Date - n/a

Filed with: STATE OF RHODE ISLAND, SECRETARY OF STATE, UNIFORM COMMERCIAL CODE
DIV., STATE HOUSE, PROVIDENCE, R.I. 02903

Diodes Incorporated
Date: 7/19/96
By: /s/ Joseph Liu, VP Operations, CFO

Union Bank of California, N.A.
By: /s/ Ronald L. Waterworth, Vice President

EXHIBIT "A"

TO STATE OF RHODE ISLAND, UCC-1 FINANCING STATEMENT DATED JULY 19, 1996, FOR
DEBTOR: DIODES INCORPORATED

For value received and in consideration of advances, present and future and
other obligations Debtor hereby grants Union Bank of California, N.A. a
security interest in all of the following property:

"ALL ACCOUNTS, DEPOSIT ACCOUNTS, INSTRUMENTS, CHATTEL PAPER, DOCUMENTS, GENERAL
INTANGIBLES, INVENTORY, EQUIPMENT, FURNITURE, NOW OR HEREAFTER OWNED OR
ACQUIRED BY DEBTOR, ALL PROCEEDS AND INSURANCE PROCEEDS OF THE FOREGOING, ALL
GUARANTEES AND OTHER SECURITY THEREFOR, AND ALL OF DEBTOR'S PRESENT AND FUTURE
BOOKS AND RECORDS RELATING THERETO (INCLUDING COMPUTER-STORED INFORMATION AND
ALL SOFTWARE RELATING THERETO) AND ALL CONTRACT RIGHTS WITH THIRD PARTIES
RELATING TO THE MAINTENANCE OF ANY SUCH BOOKS, RECORDS AND INFORMATION."

Initial: /s/ JL
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STATE OF MICHIGAN
UNIFORM COMMERCIAL CODE FINANCING STATEMENT
(APPROVED BY THE SECRETARY OF STATE AND MICHIGAN ASSOCIATION OF REGISTERS OF
DEEDS)

1. No. of additional sheets - n/a

2. Debtor - Diodes Incorporated, 400 West Maple, Suite 300, Birmingham,
Michigan 48009

3. Secured Party - Union Bank of California, N.A. Commercial Documentation
Center, V03-492, P.0. Box 30115, Los Angeles, CA 90060

4. Name and address of assignee - n/a

CHECK if applicable

5. Products of collateral are also covered - X

6. Collateral was brought into this state subject to a security interest in
another jurisdiction.

7. This financing statement covers the following types (or items) of property:

See Exhibit "A" attached hereto and made a part hereof

Diodes Incorporated
Date: 7/19/96
By: /s/ Joseph Liu, VP Operations, CFO

Union Bank
By: /s/ Ronald L. Waterworth

EXHIBIT "A"

TO STATE OF MICHIGAN, UCC-1 FINANCING STATEMENT DATED JULY 19, 1996, FOR
DEBTOR: DIODES INCORPORATED.

For value received and in consideration of advances, present and future and
other obligations Debtor hereby grants Union Bank of California, N.A. a
security interest in all of the following property:

"ALL ACCOUNTS, DEPOSIT ACCOUNTS, INSTRUMENTS, CHATTEL PAPER, DOCUMENTS, GENERAL
INTANGIBLES, INVENTORY, EQUIPMENT, FURNITURE, NOW OR HEREAFTER OWNED OR
ACQUIRED BY DEBTOR, ALL PROCEEDS AND INSURANCE PROCEEDS OF THE FOREGOING, ALL
GUARANTEES AND OTHER SECURITY THEREFOR, AND ALL OF DEBTOR'S PRESENT AND FUTURE
BOOKS AND RECORDS RELATING THERETO (INCLUDING COMPUTER-STORED INFORMATION AND
ALL SOFTWARE RELATING THERETO) AND ALL CONTRACT RIGHTS WITH THIRD PARTIES
RELATING TO THE MAINTENANCE OF ANY SUCH BOOKS, RECORDS AND INFORMATION."

Initial: /s/ JL
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DIODES INCORPORATED AND SUBSIDIARIES

EXHIBIT - 11

COMPUTATION OF EARNINGS PER SHARE

PRIMARY
Weighted average number of common
shares outstanding
Weighted average number of preferred
shares outstanding
Assumed exercise of stock options

Net income

Primary earnings per share

FULLY-DILUTED
Weighted average number of common
shares outstanding
Weighted average number of preferred
shares outstanding
Assumed exercise of stock options

Net income

Fully diluted earnings per share

77

THREE MONTHS ENDED

SIX MONTHS ENDED

JUNE 30, JUNE 30,
1006 1005 1086 1905
4,958,679 4,649,174 4,958,638 4,637,655
0 169, 629 0 169, 629

265,939 363,238 267,763 349,937
‘5,204,618 5,182,041 5,226,401 5,157,221
$ 555,000  $1,121,978 $1,403,000  $2,104,742
$ 0.11  $ 0.22 $ 0.27 $ 0.41
4,958,679 4,649,174 4,958,638 4,637,655
0 169, 629 0 169, 629

254,195 414,005 254,223 414,005
5,212,874 5,232,808 5,212,861 5,221,289
$ 555,000  $1,121,978 $1,403,000  $2,104,742
$ 0.11  $ 0.21 $ 0.27 $ 0.40




5
1
u.

S. DOLLARS

6-MOS
DEC-31-1996
JAN-01-1996
JUN-30-1996
1
775, 000
0
9,467,000
236,000
16,510, 000
27,636,000
6,174,000
1,394,000
36,858,000
13,533,000

¢}
0
3,784,000
15,898, 000
36,858,000
26,656,000
26,656,000
19, 488,000
5,009,000
(189, 000)
0

183, 000
2,165,000
762,000
1,403,000
0
0

1,403, 000
0.27
0.27



