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Item 2.02 Results of Operations and Financial Condition

Attached hereto as Exhibit 99.1 and incorporated by reference herein is financial information for Amkor Technology, Inc. for the three and twelve months
ended December 31, 2005 and forward-looking statements relating to the first quarter of 2006 as presented in a press release of February 8, 2006. Attached
hereto as Exhibit 99.2 and incorporated by reference herein is a transcript of a conference call by Amkor Technology, Inc., dated February 8, 2006. The
information in this Form 8-K and the exhibits attached hereto are being furnished and shall not be deemed “filed” for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”) or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated by
reference in any filing under the Securities Act of 1933, as amended, or the Exchange Act, regardless of any general incorporation language in such filing.

The information incorporated by reference into this report discloses certain financial measures which are considered non-GAAP financial measures.
Generally, a non-GAAP financial measure is a numerical measure of a company’s performance, financial position, or cash flows that either excludes or
includes amounts that are not normally excluded or included in the most directly comparable measure calculated and presented in accordance with generally
accepted accounting principles. We believe free cash flow to be relevant and useful information to our investors in assessing our financial operating results as
this measure is used by our management in evaluating our liquidity, our ability to service debt and fund capital expenditures. However, this measure should
be considered in addition to, and not as a substitute, or superior to, cash flows or other measures of financial performance prepared in accordance with
generally accepted accounting principles, and may not be comparable to similarly titled measures reported by other companies. The non-GAAP measures
included in the information incorporated by reference into this report have been reconciled to the nearest GAAP measures as required under SEC rules
regarding the use of non-GAAP financial measures.
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Exhibit 99.1

 

News Release

Amkor Reports Record Fourth Quarter Sales and Return to Profitability
CHANDLER, Ariz., February 8, 2006 — Amkor Technology, Inc. (Nasdaq: AMKR) reported record fourth quarter sales of $643 million, up 42% from the
fourth quarter of 2004 and up 17% from the third quarter of 2005. Amkor’s fourth quarter net income was $54 million, or $0.30 per diluted share, compared
with net loss of $36 million, or ($0.21) per share, in the fourth quarter of 2004.

Amkor’s fourth quarter 2005 net income included a gain of $4.4 million on the previously announced sale of Amkor Test Services, a specialty test operation;
and severance and separation costs of $3.3 million in connection with corporate realignment activities. These items have no tax effect due to our U.S. net
operating loss carryforwards and the related valuation allowance. In addition, we recognized an income tax benefit of $9.9 million associated with the release
of reserves for domestic and foreign taxes applicable to prior years.

For the full year 2005, Amkor’s sales were a record $2.1 billion, up 10% over 2004. For 2005, Amkor’s loss was $137 million, or ($.78) per share, and
included a provision of $50 million for legal settlements. For 2004, Amkor’s net loss was $38 million, or ($.21) per share.

“During 2005 we began to leverage our 2004 strategic initiatives, and we also experienced a broad-based strengthening of customer demand,” said James
Kim, Amkor’s Chairman and Chief Executive Officer. “Our fourth quarter results reflect solid unit growth in strategic product areas, a richer product mix, a
firmer pricing environment, and enhanced operating leverage in our newer factories.”

“In 2005 we also began to refocus our organization for long-term success,” said Kim. “This process is centered on enhancing operational effectiveness and
financial performance, and includes alignment of our management team under Oleg Khaykin, COO, and Ken Joyce, CFO, both of whom report directly to me.
Our goals are to increase profitability and generate levels of free cash flow that will allow us to reduce our debt.”

“During the fourth quarter we successfully increased production in our existing factories as well as our newer operations to support strong demand in several
end markets, including wireless communications and consumer electronics,” said Kim. “Our leadership in wafer bumping, wafer level processing, flip chip,
3D packaging and other advanced package and test solutions has created what we believe is a strong pipeline of business. We are focused on optimizing our
business opportunities, leveraging our strategic alliance with IBM, and laying the groundwork for expansion in Singapore and China.”
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“We have seen strong customer acceptance of our electroplated wafer bumping technology, including our lead-free bump, as well as wafer probe capability,
and we expect to continue to strategically expand these resources,” said Kim.

“Fourth quarter revenue and gross margin exceeded guidance due to stronger than expected customer demand; favorable product mix; improved pricing and
recovery of increasing material costs; higher capacity utilization; and increasing contribution from our newer factories,” said Ken Joyce, Amkor’s Chief
Financial Officer. “As a result, gross margin rose to 24.2% from 16.4% in the third quarter.”

“As we seek to increase profitability, we are undertaking a comprehensive program designed to streamline our corporate-wide support organization and
reduce SG&A costs,” said Joyce. “Fourth quarter SG&A expenses included a charge of $3.3 million associated with employee reduction and separation
expenses, which we expect to yield annualized savings of around $8 million. We intend to continue this process during 2006 with the goal of not only
reducing costs, but also improving operational effectiveness.”

“We expect that legal fees, which have been a major contributor to increased SG&A expenses during the past two years, should be lower now that the mold
compound and Carsem IP litigation are substantially complete,” said Joyce.

“Our goal is for 2006 SG&A expenses to be $25 to $30 million lower than in 2005,” said Joyce.

“Fourth quarter capital additions totaled $61 million and were focused on test, chip scale packages and flip chip,” said Joyce. “For 2006 we are currently
budgeting capital additions of $300 million, including $50 million to facilitize our new factories in China and Singapore. In addition, we expect to
undertake further capacity expansion that would be funded by customers under long-term supply agreements. We are prepared to adjust this estimate if
business conditions change in the second half of the year.”

“During the fourth quarter we completed a series of financing initiatives designed to improve our liquidity,” said Joyce. “We completed a NT$1.8 billion
(approximately $54 million) 5-year secured term loan with a group of Taiwanese lenders, and we replaced our $30 million secured revolving credit facility
with a new $100 million senior secured revolver that is available through November 2009. In addition our chairman, James Kim, and members of his family,
subscribed to an offering of $100 million of 6.25% convertible subordinated notes due 2013, the proceeds of which were used to repurchase $100 million of
5.75% convertible notes due June 1, 2006.”

“We believe that these initiatives, together with improved cash flow from business operations, have enhanced our financial flexibility,” said Joyce. “We
currently have sufficient resources to retire the remaining ‘06 convertible notes at maturity and based on current forecasts we believe we will have sufficient
liquidity available to satisfy the $146 million of 5% convertible notes due March 2007. As previously announced, during the first quarter of 2006 we
purchased in the open market $30 million face value of our outstanding $471 million aggregate principal amount of 9.25% Senior notes due February 2008.”
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In December 2005, DongbuAnam Semiconductor completed the restructuring of its capitalization. Based on DongbuAnam’s market value at December 31,
2005, we recorded an impairment on our equity investment of $736,000 rather than the $4 million we had originally expected.

At December 31, 2005 Amkor had U.S. net operating losses available for carryforward totaling $385 million expiring through 2025. Additionally, at
December 31, 2005, we had $80 million of non-U.S. operating losses available for carryforward, expiring through 2011.

Selected operating data for the fourth quarter and full year 2005 is included in a section before the financial tables.

Business Outlook
First quarter revenues are normally down from 5% to 10%, reflecting a shorter work calendar and seasonal adjustments within the supply chain. However, our
customers’ forecasts suggest a less-than-typical decline in business activity for the first quarter.

On the basis of current customer forecasts, we have the following expectations for the first quarter of 2006:

 •  Revenue in the range of 3% to 5% below the fourth quarter of 2005.
 

 •  Gross margin in the range of 21% to 22%.
 

 •  Net income in the range of $0.10 to $0.14 per share.

Amkor will conduct a conference call on February 8, 2006 at 5:00 p.m. eastern time. The call can be accessed by dialing 303-275-2170 or by visiting the
investor relations page of our web site: www.amkor.com or CCBN’s website, www.companyboardroom.com. An archive of the webcast can be accessed
through the same links and will be available until our next quarterly earnings conference call. An audio replay of the call will be available for 48 hours
following the conference call by dialing 303-590-3000 passcode: 11050206.

About Amkor
Amkor is a leading provider of advanced semiconductor assembly and test services. The company offers semiconductor companies and electronics OEMs a
complete set of microelectronic design and manufacturing services. More information on Amkor is available from the company’s SEC filings and on Amkor’s
web site: www.amkor.com.

Forward Looking Statement Disclaimer
This press release contains forward-looking statements within the meaning of federal securities laws, including, without limitation, statements regarding the
following: gross margin attainment goals; existence of a strong pipeline of business; plans to improve operational effectiveness; plans to announce an
expansion of wafer bumping and wafer probe capability; plans to reduce legal expenses and SG&A costs; budgeted capital expenditures for 2006; having
sufficient resources needed to retire the outstanding convertible notes due June 1, 2006 at maturity and to satisfy the $146 million of 5% convertible notes
due March 2007; and the statements contained under Business Outlook. These forward-looking statements are subject to a number of risks and uncertainties
that could affect future results and cause actual results and events to differ materially from historical and expected results, including, but not limited to, the
following: the highly unpredictable nature of
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the semiconductor industry; volatility of consumer demand for products incorporating our semiconductor packages; weakness in the forecasts of Amkor’s
customers; customer modification of and follow through with respect to forecasts provided to Amkor; deterioration of the U.S. or other economies; the highly
unpredictable nature of litigation and the risk of adverse results of litigation against us; our relationship with IBM; the satisfaction of conditions in the
agreements entered into in connection with the IBM transaction; the incurrence of significant additional cost and expense necessary for the increase in
Amkor’s capacity; the impact on expected SG&A costs of the purported securities class action lawsuit recently filed against us; worldwide economic effects
of terrorist attacks and military conflict; competitive pricing and declines in average selling prices; timing and volume of orders relative to the production
capacity; fluctuations in manufacturing yields; competition; dependence on international operations and sales; dependence on raw material and equipment
suppliers; exchange rate fluctuations; dependence on key personnel; the effect on operations of our realignment of management; difficulties in managing
growth; enforcement of intellectual property rights; environmental regulations and technological challenges.

Further information on risk factors that could affect the outcome of the events set forth in these statements and that could affect the company’s operating
results and financial condition is detailed in the company’s filings with the Securities and Exchange Commission, including the Report on Form 10-K/A for
the year ended December 31, 2004 and Form 10-Q for the quarter ended September 30, 2005.
   
Contact:
  Jeffrey Luth
  VP Corporate Communications
  480-821-5000 ext. 5130
  jluth@amkor.com

(selected operating data and tables to follow)
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Selected operating data for the fourth quarter and full year of 2005
             
      4th Quarter   Full Year  
 •  Capital additions  $61 million  $293 million
    Net increase in related accounts payable  $9 million  $3 million
    Payments for property, plant & equipment  $70 million  $296 million
             
 •  Depreciation and amortization  $64 million  $248 million
 •  Free cash flow *  $30 million  ($199 million)

* Reconciliation of free cash flow to the most directly comparable GAAP measure:
             
    Net cash provided by operating activities  $100 million  $97 million
    Less purchases of property, plant and equipment  ($70 million)  ($296 million)
    Free cash flow from continuing operations  $30 million  ($199 million)

  We define free cash flow as net cash provided by operating activities less purchases of property, plant and equipment. Free cash flow is not defined by
generally accepted accounting principles. However, we believe free cash flow to be relevant and useful information to our investors in assessing our
liquidity, capital resources and financial operating results. Our management uses free cash flow in evaluating our liquidity, our ability to service debt
and our ability to fund capital expenditures. However, this measure should be considered in addition to, and not as a substitute, or superior to, cash
flows or other measures of financial performance prepared in accordance with generally accepted accounting principles, and our definition of free cash
flow may not be comparable to similarly titled measures reported by other companies.

 

•  Fourth quarter capacity utilization was approximately 90%. We calculate capacity utilization as revenue divided by average revenue generating
capacity (RGC) for the quarter. We define RGC as 90% of installed capacity (based on the bottleneck limitations for each production line), using
quarterly average selling price.

 

•  Assembly unit shipments for Q4 2005 were 2.1 billion, up 5% from Q3 2005.
 

•  Assembly unit shipments for FY 2005 were 7.4 billion, up 4% from 2004.
 

•  Q4 2005 end market distribution (an approximation based on a sampling of programs with our largest customers):
         
    Communications   37%
    Computing   19%
    Consumer   34%
    Other   10%
         
 •  Q4 2005 percentage of revenue:     
    Leadframe packages   37%
    Laminate packages   49%
    Other   4%
    Test   10%

(tables to follow)
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AMKOR TECHNOLOGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data) (unaudited)
         
  For the Three Months Ended  
  December 31,  
  2005   2004  
         
Net sales  $ 643,492  $ 453,254 
         
Cost of sales   487,776   379,812 
         
Gross profit   155,716   73,442 
         
Operating expenses:         

Selling, general and administrative   56,242   56,380 
Research and development   9,653   9,166 
Gain on sale of specialty test operations   (4,408)   — 

Total operating expenses   61,487   65,546 
         
Operating income   94,229   7,896 
         
Other expense (income):         

Interest expense, related party   521   — 
Interest expense, net   42,584   41,177 
Foreign currency loss   4,688   1,977 
Other income, net   (3,024)   (350)

         
Total other expense   44,769   42,804 

Income (loss) before income taxes and minority interest   49,460   (34,908)
Minority interest income (expense)   (685)   717 
Income (loss) before income taxes   48,775   (34,191)
         
Provision for income taxes (benefit)   (5,226)   1,901 
Net income (loss)  $ 54,001  $ (36,092)
         
Net income (loss) per common share:         

Basic  $ 0.31  $ (0.21)
Diluted  $ 0.30  $ (0.21)

         
Shares used in computing basic net income (loss) per common share:         

Basic   176,721   175,718 
Diluted   181,267   175,718 
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AMKOR TECHNOLOGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)
(unaudited)

         
  For the Twelve Months Ended  
  December 31,  
  2005   2004  
         
Net sales  $ 2,099,949  $ 1,901,279 
         
Cost of sales   1,743,996   1,533,447 
         
Gross profit   355,953   367,832 
         
Operating expenses:         

Selling, general and administrative   243,155   220,415 
Research and development   37,347   36,707 
Provision for legal settlement and contingencies   50,000   1,500 
Gain on sale of specialty test operations   (4,408)   — 

Total operating expenses   326,094   258,622 
         
Operating income   29,859   109,210 
         
Other expense (income):         

Interest expense, related party   521   — 
Interest expense, net   165,351   148,902 
Foreign currency loss   9,318   6,190 
Other income, net   (389)   (24,442)

         
Total other expense   174,801   130,650 

Loss before income taxes and minority interest   (144,942)   (21,440)
Minority interest income (expense)   2,502   (904)
Loss before income taxes   (142,440)   (22,344)
         
Provision for income taxes (benefit)   (5,551)   15,192 
Net loss  $ (136,889)  $ (37,536)
         
Net loss per common share:         

Basic  $ (0.78)  $ (0.21)
Diluted  $ (0.78)  $ (0.21)

         
Shares used in computing basic net loss per common share:         

Basic   176,385   175,342 
Diluted   176,385   175,342 
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AMKOR TECHNOLOGY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands)
(unaudited)

         
  December 31,  December 31, 
  2005   2004  
         

Assets
         
Current assets:         

Cash and cash equivalents  $ 206,575  $ 372,284 
Accounts receivable:         

Trade, net of allowance of $4,947 in 2005 and $5,074 in 2004   381,495   265,547 
Other   5,089   3,948 

Inventories, net   138,109   111,616 
Other current assets   35,222   32,591 

Total current assets   766,490   785,986 
         
Property, plant and equipment, net   1,419,472   1,380,396 
Goodwill   653,717   656,052 
Intangibles, net   38,391   47,302 
Investments   9,668   13,762 
Other assets   67,353   81,870 

Total assets  $ 2,955,091  $ 2,965,368 
         

Liabilities and Stockholders’ Equity
         
Current liabilities:         

Short-term borrowings and current portion of long-term debt  $ 184,389  $ 52,147 
Trade accounts payable   326,712   211,808 
Accrued expenses   123,631   175,075 

Total current liabilities   634,732   439,030 
         
Long-term debt, related party   100,000   — 
Long-term debt   1,856,247   2,040,813 
Other non-current liabilities   135,861   109,317 

Total liabilities   2,726,840   2,589,160 
         
Minority interest   3,950   6,679 
         
Stockholders’ equity:         

Common stock   178   176 
Additional paid-in capital   1,326,426   1,323,579 
Accumulated deficit   (1,105,961)   (969,072)
Accumulated other comprehensive income   3,658   14,846 

Total stockholders’ equity   224,301   369,529 
Total liabilities and stockholders’ equity  $ 2,955,091  $ 2,965,368 
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AMKOR TECHNOLOGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

         
  For the Three Months Ended  
  December 31,  
  2005   2004  
         
Cash flows from operating activities:         
Net income (loss)  $ 54,001  $ (36,092) 

Depreciation and amortization   63,611   61,180 
Gain on sale of specialty test services   (4,408)   — 
Other non-cash items   17,203   6,962 
Changes in assets and liabilities excluding effects of sales and acquisitions   (30,002)   (45,518)

Net cash provided by (used in) operating activities   100,405   (13,468)
         
Cash flows from investing activities:         

Payments for property, plant and equipment   (69,501)   (1,511)
Proceeds from sale of specialty test services   6,587   — 
Advances for acquisition of minority interest   (19,250)   — 
Other investing activities   1,066   511 

Net cash used in investing activities   (81,098)   (1,000)
         
Cash flows provided by financing activities   28,814   153,660 
         
Effect of exchange rate fluctuations on cash and cash equivalents   (1,064)   1,781 
         
Net increase in cash and cash equivalents   47,057   140,973 
         
Cash and cash equivalents, beginning of period   159,518   231,311 
Cash and cash equivalents, end of period  $ 206,575  $ 372,284 
         
Supplemental disclosures of cash flow information:         

Cash paid during the period for:         
Interest  $ 43,739  $ 40,747 
Income taxes  $ 2,386  $ 1,686 

Noncash investing and financing activities:         
Note receivable from sale of specialty test services  $ 890  $ — 
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AMKOR TECHNOLOGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

         
  For the Twelve Months Ended  
  December 31,  
  2005   2004  
         
Cash flows from operating activities:         

Net loss  $ (136,889)  $ (37,536)
Depreciation and amortization   248,322   230,344 
Gain on sale of specialty test services   (4,408)   — 
Other non-cash items   49,412   764 
Changes in assets and liabilities excluding effects of sales and acquisitions   (59,325)   25,167 

Net cash provided by operating activities   97,112   218,739 
         
Cash flows from investing activities:         

Payments for property, plant and equipment   (295,943)   (407,740)
Proceeds from sale of specialty test services   6,587   — 
Advances for acquisition of minority interest   (19,250)   — 
Other investing activities   1,596   12,032 

Net cash used in investing activities   (307,010)   (395,708)
         
Cash flows provided by financing activities   47,683   235,175 
         
Effect of exchange rate fluctuations on cash and cash equivalents   (3,494)   819 
         
Net (decrease) increase in cash and cash equivalents   (165,709)   59,025 
         
Cash and cash equivalents, beginning of period   372,284   313,259 
Cash and cash equivalents, end of period  $ 206,575  $ 372,284 
         
Supplemental disclosures of cash flow information:         

Cash paid during the period for:         
Interest  $ 168,564  $ 136,957 
Income taxes  $ 1,885  $ 23,800 

Noncash investing and financing activities:         
Note receivable from sale of specialty test services  $ 890  $ — 
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Exhibit 99.2

Conference Call Transcript

CORPORATE PARTICIPANTS

James Kim
Amkor Technology, Inc. — Chairman, CEO

Ken Joyce
Amkor Technology, Inc. — CFO

CONFERENCE CALL PARTICIPANTS

Andrew Biggs
Susquehanna — Analyst

Bill Ong
American Technology Research — Analyst

Timothy Arcuri
Citigroup — Analyst

John Pitzer
Credit Suisse — Analyst

Nadeem Janmohamed
Lehman Brothers — Analyst

Mark Bachman
Pacific Crest Securities — Analyst

Jeff Harlib
Lehman Brothers — Analyst

Eric Rubel
Miller Tabak Roberts — Analyst

Peter Kim
Deutsche Bank — Analyst

Tom Diffely
Merrill Lynch — Analyst

Jeffrey Brown
Credit Suisse — Analyst

Sundar Varadarajan
Deutsche Bank — Analyst

Chris Lancet
JP Morgan Securities — Analyst

David Wu
Global Crown Capital — Analyst

Lance Vitanza
Concordia — Analyst

Eric Toubin
Bank of America Securities — Analyst

Alex Ross
Morningstar — Analyst

Robert Hopper
UBS Warburg — Analyst



 

Howard Buznitsky
DNY Capital Market — Analyst

Craig Berger
Wedbush Morgan Securities — Analyst

PRESENTATION

Operator

Good afternoon, ladies and gentlemen, and welcome to the Amkor Technology fourth quarter conference call. Today’s call will last one hour only. At this
time, all participants are in a listen-only mode. Following today’s presentation, instructions will be given for the question-and-answer session. [OPERATOR
INSTRUCTIONS] As a reminder, this conference is being recorded today, Wednesday, February 8th, 2006.

I would now like to turn the conference over to Mr. James Kim. Please go ahead, sir.

James Kim - Amkor Technology, Inc. — Chairman, CEO

Thank you. Good afternoon. This is James Kim, Chairman and Chief Executive Officer of Amkor Technology. With me today is Ken Joyce, Chief Financial
Officer.

Before we begin this call, I would like to remind you that any forward-looking statements made during the course this conference call, represents the current
view of management. Today’s press release was filed with SEC on Form 8-K prior to this conference call. This release, together with our other SEC filings,
contains information on risks, factors, and could cause actual results to differ materially from our current expectations.

Today, we will depart from our traditional format where I make a brief opening statement. Instead, I will offer some extended remarks. I think it is important to
explain how Amkor is adapting to changing dynamics in this industry, to ensure that we are properly structured for long-term growth.

I want to emphasize that I am serious about transforming Amkor into a profitable company. And I am committed to promoting a strong sense of financial
discipline at Amkor. We intend to earn your confidence in our business strategy and our management team. We don’t expect to achieve this overnight, but we
have started the process. And we ask that you observe the progress we make, and evaluate our performance as our strategy unfolds.

In my view, given our current business mix, Amkor must achieve gross margins in a near 20% range. We must also bring our operating cost in-line with
industry norms, by better aligning our factory operations and support structures. We must be more selective in our capital spending, and generate the levels of
free cash flow that will permit us to take affirmative steps to reduce our debt. These objectives are the primary focus of our management team.

In 2005, I began to realign our management structure, so Amkor can better respond to a changing industry environment. Last year we began a program of
reducing SG&A expense, and we are accelerating that effort this year, with a goal of reducing SG&A expenses by $25 million to $30 million by the end of
2006. As part of this process, we have decreased the staff in our Chandler, Arizona headquarters, and some of the functions historically carried out in
Chandler, have been transferred to our factories. This streamlining effort will go on throughout the year. We are doing this not only to reduce our costs, but
also to improve operational effectiveness, so we can better serve our customers. As evidenced by our recent purchase of a $30 million of senior notes due in
2008, our cash flow is improving, and we are confident in our ability to retire our ‘06-’07 convertible notes upon maturity.



 

Our capital expenditure plan for 2006 is to spend $300 million. This amount includes $50 million to facilitize our new operations in China and
Singapore. We also expect to undertake additional capacity expansion, that would be funded by customers under long-term supply agreements.
We are prepared to adjust our CapEx budget if business conditions change in the second half of the year.

During 2005, we began to benefit from the business initiatives that preoccupied us in 2004. Through the acquisition of Unitive, we have established
what we believe are industry-leading technologies for wafer bumping and wafer level processing. We are seeing strong customer acceptance of
these capabilities, as flip chip and wafer level solutions become more widely adopted.

Our strategic alliance with IBM continues to develop very well. During the fourth quarter, we successfully ramped the production of wafer bump,
wafer probe, flip chip assembly, and the test service to support rollout of next generation gaming consoles. In the area of 3D packaging, we
strengthened our leading position in advanced die stacking and package-in-package, to enable more silicon integration in cell phones and other
portable devices.

For now, industry conditions are good. While our visibility is limited to a three to six-month period, based on what we hear from our customers, the
outlook for 2006 is encouraging. We also recognize that there are always motivations in the supply chain, and that these can affect demand for our
services. We are working closely with our customers to create models, where we share the risks, to ensure that our capital investment can yield
adequate returns. I realize there are some who feel that demand will suffer in mid-2006.

However, the sense we get in speaking with our customers is that the semiconductor market will remain stable throughout 2006, irrespective of
conditions in the US, because global GDP is growing, and the semiconductor consumption is increasing in emerging economies. Given this
optimism, some of you may fear that Amkor will revert back to aggressive spending. As I mentioned earlier, we are committed to growing
responsibly by making strategic, financially-disciplined investments. And by sharing business risk with our customers, we will not waver from our
goal of improving Amkor’s profitability.

Ken Joyce will review our fourth quarter operating performance. Ken?

Ken Joyce - Amkor Technology, Inc. — CFO

Thank you, Jim. Units shipped and sales in Q4 2005 were a new record for Amkor. Customer demand was broad-based during the quarter. Not just
in the higher profile packages that tend to get everyone’s attention.

On the margin side, we saw the benefits of improved product mix and pricing, positive operating leverage from higher revenues and increased
factory utilization. Contrary to what we normally experience, there was no softening of business in the last two weeks of the year. This provided an
unusually strong finish to the quarter, and helped drive the upside to our operating performance. We shipped a record 2.1 billion packages in the
fourth quarter.

Average selling prices increased by over 3% this quarter. We also saw solid improvement in product mix, driven by strong increases in flip chip,
system-in-a-package, and other high ASP packages and tests. Also during the fourth quarter, we did a good job recovering increases in raw
material costs, including gold and substrates. Factory utilization increased to 90%, from 85% in the third quarter, as capacity expansion lagged
customer demand. We also realized the benefits of operating leverage in our newer factories, where we have built a critical mass of revenue, and
moved from negative to positive gross margin.

I would like to briefly expand on Jim’s comments regarding target gross margin with our current business mix. Over time our mix will evolve, as we
grow our business in flip chip assembly and system-in-package modules. These lines of business typically involve higher material costs, and
accordingly are characterized by higher revenue and lower gross margin, than our traditional assembly business. We would also expect these lines
of business to yield higher return on invested capital.



 

During 2006, we do not expect these lines of business to exert much influence on the overall gross margin structure. But over time, if we are successful in
growing these businesses, we would expect to see some influence in that area. In connection with the corporate realignment activities mentioned by Jim Kim,
fourth quarter SG&A expenses, included a charge of $3.3 million for employee severance and separation costs. We expect these actions to yield annualized
cost savings of around $8 million.

Going forward, we are implementing a program of additional initiatives that together with the actions taken in the fourth quarter, are designed to reduce our
annual SG&A expense profile by around $25 million to $30 million, as we exit 2006. During the fourth quarter, we completed a series of financing
transactions designed to improve our liquidity. We completed a new NT$ 1.8 billion facility which is approximately $54 million US. It’s a five-year secured
term loan, with a group of Taiwanese lenders, and we replaced our former $30 million secured revolving credit facility, with a new $100 million senior
secured revolver that is available through November 2009.

In addition, our Chairman, Mr. Kim, and members of his family subscribed to an offering of $100 million of 6.25% convertible subordinated notes due 2013.
The proceeds of which were used to repurchase approximately $100 million of the 5.75% convertible notes due June 1, 2006. These initiatives together with
improved cash flow from business operations have enhanced our financial flexibility.

We currently have sufficient resources to retire the remaining ‘06 convertible notes at maturity, and based on current forecasts, we believe we have sufficient
liquidity available to satisfy the $146 million of convertible notes due March 2007. As recently announced, during the first quarter of 2006, we purchased in
the open market $30 million face value of our $471 million 9.25% senior notes due February 2008.

Also, in the fourth quarter of 2005 as previously noted, in October we sold Amkor Test Services, a specialty test operation, and in connection with that sale
we realized a gain of $4.4 million. During the quarter, we also paid the final $19 million installment on our acquisition of Unitive Taiwan.

During the fourth quarter, we recognized an income tax benefit of $9.9 million associated with the release of reserves for domestic and foreign taxes,
applicable to prior years. Of this amount, $3.4 million was in connection with a settlement of foreign and domestic tax audits. The remaining $6.5 million tax
benefit was attributable to I.R.S. regulations that were finalized in January 2006, clarifying the US classification of certain foreign entities.

Going forward, we anticipate incurring around $3 million per quarter for taxes in foreign jurisdictions, for which we do not have tax benefits available. In
December 2005, DongbuAnam completed the restructuring of it’s capitalization. Based on DongbuAnam’s market value at 12/31/2005, we recorded a much
smaller impairment on the equity investment than the $4 million we had originally expected.

Here is a brief recap of our first quarter 2006 guidance contained in our earnings release. Revenues should be down between 3% and 5% sequentially. Gross
margin should be in the range of 21% to 22%. We expect first quarter net results to be in the range of $0.10 to $0.14 per share.

We will now open this call to questions. Operator?

QUESTIONS AND ANSWERS

Operator

Thank you, sir. Ladies and gentlemen, at this time we will begin the question-and-answer session. [OPERATOR INSTRUCTIONS]

One moment, please, for the first question. Our first question comes from Andrew Biggs with Susquehanna. Please go ahead.



 

Andrew Biggs - Susquehanna — Analyst

Good evening. A question on flip chip. Could you tell us what flip chip was as a percentage of total revs in Q4?

Ken Joyce - Amkor Technology, Inc. — CFO

Flip chip was around little bit less than 10% of total revenues.

Andrew Biggs - Susquehanna — Analyst

Okay. Then in terms of customers for flip chip, there are obviously a few existing categories that make up most that market right now. Do you see any new
kind of categories of chip coming out in the next couple of quarters, or new opportunities in flip chip?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Yes, there are. We cannot obviously give you any specific names.

Andrew Biggs - Susquehanna — Analyst

Okay. But how about in terms of general product categories?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Right now I think the game console area is where a let of demand exists.

Andrew Biggs - Susquehanna — Analyst

One last question. On stock-based comp I’m assuming this Q1 EPS guidance is a GAAP number, is that right?

Ken Joyce - Amkor Technology, Inc. — CFO

It is a GAAP number, yes.

Andrew Biggs - Susquehanna — Analyst

How should we look at stock-based comp in the first quarter and throughout 2006?

Ken Joyce - Amkor Technology, Inc. — CFO

Basically as previously announced in July 2004, we accelerated the vesting of substantially all of our stock options. Since then, we’ve issued a modest
number of options. And it’s these unvested options that you’re aware that will be expensed going forward. So for us the expense is going to be rather modest.
For purpose of your modeling, it should be based our current estimates, we’ll have that finalized here shortly, less than $0.01 per share. $0.01 per share per
quarter.



 

Operator

Our next question comes from Bill Ong with American Technology Research. Please go ahead.

Bill Ong - American Technology Research — Analyst

Yes, congratulations. Nice quarter. Can you further elaborate on the capacity expansion plans? What portion of your new production lines will be funded by
customers, at least in general terms. And maybe discuss a little bit about the long-term supply agreements. General time lines, and what type of service
commitments you’re committed to your customers.

James Kim - Amkor Technology, Inc. — Chairman, CEO

Well, again, I think I made it clear in our press release as of this conference call, as far as Amkor is concerned, we will not expend more than $300 million.
However, if there are additional demands from customer, as I mentioned, customers — we are working on several, you know, arrangements whereby we may
use customers’ money to expand some areas.

Bill Ong - American Technology Research — Analyst

Do you currently have any long-term supply agreements with some customers?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Yes, we do.

Bill Ong - American Technology Research — Analyst

Okay. Great. Thanks.

Operator

Next question comes from Timothy Arcuri with Citigroup. Please go ahead

Timothy Arcuri - Citigroup — Analyst

Hi. Two things. I guess first of all Ken, from your comments, am I reading it correctly that the gross margin we saw in the fourth quarter is probably the peak
gross margin, is that kind of what you’re saying here or not?

Ken Joyce - Amkor Technology, Inc. — CFO

It depend on what the mix is. I don’t know that it’s the peak. But it certainly reflects the high utilization and the good product mix.



 

Timothy Arcuri - Citigroup — Analyst

Okay. Then I guess if I can go to the OpEx. I had in my notes that the legal portion of the SG&A was between $1 million and $3 million. But it seems like you
cut SG&A a lot more than that. So I’m wondering, was that number wrong, or can you give some specifics as to how you’ve been able to cut SG&A that
much? Thanks.

Ken Joyce - Amkor Technology, Inc. — CFO

We can do that, yes. You’re absolutely right on the legal number. It was about $1 million this quarter, versus $3 million last quarter roughly. So you’re right
in line there. Back in Q3, we had cut some legal costs.

If you recall we took charges to prune some operations in Korea, and here in the United States. So that contributed to part of the decrease. We also took a
charge in Q3, if you will recall, with respect to some of our operations in Japan, where we were cutting some of our manufacturing, not manufacturing, some
of our SG&A costs there, in terms of people.

And with the other expenses, we’re just staying right on top of it. So I think as Jim indicated at the beginning of the call, we’re committed to reducing those.
And we’re going to continue to see some, I think, see some nice increases as we go into 2006.

Operator

Our next question comes from John Pitzer with Credit Suisse. Please go ahead

John Pitzer - Credit Suisse — Analyst

Good afternoon guys. Congratulations. Ken, just a quick clarification. When you look at the $25 million to $30 million in operating cost savings, is that a
run rate as you exit the fourth quarter of this year, or is that just an absolute decrease relative to what you spent in ‘05? And then I have a couple of others.

Ken Joyce - Amkor Technology, Inc. — CFO

It will be an absolute decrease between 2006 and 2005.

John Pitzer - Credit Suisse — Analyst

Then ASP is up 3% in the December quarter. What was mix based versus just absolute ASP increases, and what’s the expectation in Q1 for ASPs?

Ken Joyce - Amkor Technology, Inc. — CFO

Well, our units were up 6%, so that would say that the base between ASP up 3%, and the other 8% in mix, about 11% there , so a very rich mix.

John Pitzer - Credit Suisse — Analyst

And then just lastly, on the CapEx front as far as customers sharing some of the CapEx burden, what’s the implication for margins on that business? I guess,
what are the customers getting out of it, and can you help us understand how the deals are being negotiated?



 

Ken Joyce - Amkor Technology, Inc. — CFO

They’re all different, John, but it’s a good point. What the customer gets is really some guaranteed capacity, which is very important for them. As well as a
good quality product on the line if they need it.

Operator

Our next question comes from Nadeem Janmohamed, Lehman Brothers. Please go ahead.

Nadeem Janmohamed - Lehman Brothers — Analyst

Thanks very much. Congratulations on the quarter. A couple of questions. With respect to your CapEx, the $300 million, how should we think about that in
terms of how it flows through 2006. Then I have a couple of followups. Thanks.

Ken Joyce - Amkor Technology, Inc. — CFO

I think the CapEx will be pretty substantially front end loaded right now, based on what we’re looking at for the first quarter. I think we’re looking at
something probably in the range of capital additions of $100 million to $125 million.

That’s not the cash payments, that’s capital additions. But once you get through the first six months, then I think it will be more linearly spread.

Nadeem Janmohamed - Lehman Brothers — Analyst

With respect to your outlook, could you give us a sense of how you’re thinking about ASPs in Q1, both on a mix adjusted basis, and on a pin basis?

Ken Joyce - Amkor Technology, Inc. — CFO

Very difficult to call, but we’ve had some nice increase in Q4. As you know, historically we’re down 2% to 3% a quarter. So to see 3% was really very strong.
So if that were flat going out, that would really be very nice performance.

Operator

Next question is from Mark Bachman with Pacific Crest Securities. Please go ahead.

Mark Bachman - Pacific Crest Securities — Analyst

Hi Ken. Can you talk about how you think that the savings of the $25 million to $30 million over ‘06 is going to ramp each quarter.

Ken Joyce - Amkor Technology, Inc. — CFO

Probably in the range of, it’s not going to be linear, but you’re going to see a nice increase in the first two quarters, because as we’ve indicated already, we’ve
cut substantial costs in Q3 and Q4, which will yield a savings of approximately $8 million to $9 million, plus some of the other work we did, so you would
take that, probably $2 million to $3 million a quarter right there. And the rest



 

will be as we develop these programs as we go out the year. So the first $12 million, I’d say $3 million a quarter is going to be linear. And the rest will come
as we get through the year.

Mark Bachman - Pacific Crest Securities — Analyst

Okay, and that $8 million is part of the $25 million to $30 million, correct?

Ken Joyce - Amkor Technology, Inc. — CFO

It is, yes.

Mark Bachman - Pacific Crest Securities — Analyst

If I were going to back out the extraordinary items, does $0.20 in EPS sound correct to you?

Ken Joyce - Amkor Technology, Inc. — CFO

Actually, $0.25 sounds to me. If you say you have $0.30 in the tax benefit, you back out, let’s say, $0.04 to $0.05, you’re more at $0.25, there was a gain on
the sale of $4 million. But we also had the severance all netting out of $3 million. There could be another $1 million or so there. I think it would be more in
the $0.25 range.

Operator

Next question comes from Jeff Harlib with Lehman Brothers. Please go ahead.

Jeff Harlib - Lehman Brothers — Analyst

I was wondering with the tighter market for assembly test, how you see your customers’ inventories, and if you’re watching that for double ordering and
double booking.

James Kim - Amkor Technology, Inc. — Chairman, CEO

Well, I’ve been visiting about 20 customers, the last about, you know, 40 days. And what I have heard is not, they’re not really building inventories. Again,
you know, it’s very difficult to say. That’s one of the reasons I say our visibility is really limited to three to six months. Beyond that, it’s very hard to say.

Jeff Harlib - Lehman Brothers — Analyst

Okay. And just the 8% mix improvement, could you just talk a little more about that? What types of products, and if those were also higher margin packages.

Ken Joyce - Amkor Technology, Inc. — CFO

Clearly, it was in the flip chip and the chip scale packages, system-in-package. And in those particular areas, that’s where the rich really, the mix really
enriched during the quarter.



 

James Kim - Amkor Technology, Inc. — Chairman, CEO

We also found PBGA, which is normally very weak, has been very strong.

Operator

Next question comes from Eric Rubel with Miller Tabak Roberts. Please go ahead.

Eric Rubel - Miller Tabak Roberts — Analyst

Good afternoon, gentlemen. Congratulations. Could you talk about how you see the trajectory of flip chip sort of rolling through the year. You mentioned
that you exited a little less than 10%.

James Kim - Amkor Technology, Inc. — Chairman, CEO

Flip chip will be probably toward end, let’s see. I think flip chip portion will increase. I will say could go up as high as 15%.

Ken Joyce - Amkor Technology, Inc. — CFO

It could, Jim. And when I said 10% on the flip chip, that’s the pure flip chip without the related tests, the probe and the bump. If you add that in, it’s probably
closer to 15% right now.

James Kim - Amkor Technology, Inc. — Chairman, CEO

You’re right. Including test and probing, everything including, you know, related, then will be a lot higher, yes, yes.

Ken Joyce - Amkor Technology, Inc. — CFO

Part of the overall turnkey process. Where you bump, you probe, you package, and final test. So if you take that whole chain, it would be higher than the 10%
where we just talk about the flip chip packaging.

Eric Rubel - Miller Tabak Roberts — Analyst

And that 15%, all-in test bump and assembly, is that trending at sort of a lower gross margin than the traditional packaging?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Not now. Not at the moment.



 

James Kim - Amkor Technology, Inc. — Chairman, CEO

Remember, once you go to flip chip, there’s a material contents issue. Right now, however, we have like almost 50/50 basis, so it’s not affecting us at the
moment, no.

Operator

Next question is from Peter Kim with Deutsche Bank. Please go ahead.

Peter Kim - Deutsche Bank — Analyst

Yes, hi, thanks for taking my questions. The first one I have is regarding IBM business. Are you getting now, or anticipate in the future business, derivative
business from Sony and Toshiba, they are IBM partners?

Ken Joyce - Amkor Technology, Inc. — CFO

Well, absolutely. Sony has always been a very big customer for Amkor. And the relationship with IBM is certainly helping with the development of business
there.

Peter Kim - Deutsche Bank — Analyst

So this is related to the game consoles?

Ken Joyce - Amkor Technology, Inc. — CFO

It is, very much so, yes.

Peter Kim - Deutsche Bank — Analyst

I remember last quarter you said something about your flip chip capacity tightening. Does this mean that you will be adding additional flip chip capacity
with the $300 million in CapEx?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Yes, in fact, a large part of our investing will be in that area.

Operator

Next question comes from Tom Diffely with Merrill Lynch. Please go ahead.

Tom Diffely - Merrill Lynch — Analyst

Could you talk a little bit more about the raw materials as a percentage of your overall cost, and your ability to pass that cost on to the customers with a
passthrough for gold, or however that works?

Ken Joyce - Amkor Technology, Inc. — CFO

Sure. There’s quite a mix of materials, depending on the product line. In some cases it’s very low. In other cases, it’s up in the 80% area, as Jim said, on the
flip chip products.



 

That being said, overall on a consolidated basis, our material costs run around 40% of the selling price. And there are a lot of commodities in there. And when
I talk about commodities, gold and silver, and the laminates. And this quarter because of the tightening of capacity in the industry, we’ve had some good
success, in being able to pass on some of these price increases. You’ve all seen the prices of these commodities go up. We’ve been able to pass some that on,
in terms of pricing.

Tom Diffely - Merrill Lynch — Analyst

Okay. On the flip chip, I understand that now 50% of the business, substrates are consigned, and 50%, you hold the inventory?

Ken Joyce - Amkor Technology, Inc. — CFO

That’s correct.

Tom Diffely - Merrill Lynch — Analyst

Okay, sounded like you think that’s going to go more to you hold the inventory going forward?

Ken Joyce - Amkor Technology, Inc. — CFO

There seems to be a trend in that direction, yes.

Tom Diffely - Merrill Lynch — Analyst

Okay, so it’s lower gross margin, but it’s higher margin dollars?

Ken Joyce - Amkor Technology, Inc. — CFO

It will be when we go in that direction.

James Kim - Amkor Technology, Inc. — Chairman, CEO

Return on investment — cash flow may be higher, yes.

Tom Diffely - Merrill Lynch — Analyst

Great. Thank you.

Operator

Next question is from Jeffrey Brown with Credit Suisse.

Jeffrey Brown - Credit Suisse — Analyst

Quick question. I don’t want to beat that CapEx question down. But just wanted to follow up. Is it, you know, the supply agreements you’re going to have
with your customers, is this just something new that your customers are saying, you know, listen, we need capacity. You guys aren’t really adding as much, so
they’re willing to go the extra mile to get that incremental capacity? Is this a new phenomenon across the industry?

James Kim - Amkor Technology, Inc. — Chairman, CEO



 

Well, I don’t know if it’s a new phenomenon. But I believe there is a definite tightness coming, and also relative to the demand side, supply hasn’t been
increasing at the same rate. That’s why I think this deal, if I use the word deals, are happening.

Jeffrey Brown - Credit Suisse — Analyst

These deals have not normally happened in the past, or they’re happening more often than I guess they have in the past, given the tightness in capacity?

James Kim - Amkor Technology, Inc. — Chairman, CEO

You know, supply, there was excess capacity existed, it was not necessary. Nowadays, that’s not the case. That’s why it’s happening now.

Operator

Our next question is from Sundar Varadarajan with Deutsche Bank.

Sundar Varadarajan - Deutsche Bank — Analyst

Given the recent discipline you’ve been showing on CapEx, could you share some of the hurdle rates that you look at, in terms of investing in CapEx, in
terms of payback periods or IRRs. What hurdle rates do you set for yourselves, in terms of the new CapEx that you look at given the financial discipline that
you’re instilling across, you know — at the Company?

James Kim - Amkor Technology, Inc. — Chairman, CEO

That’s a very good question. I think, Ken, you can answer that.

Ken Joyce - Amkor Technology, Inc. — CFO

We have two primary hurdle rates. One is in the CapEx budgeting process. We have an IRR rate of 25% is what we strive for. With respect to overall return on
product lines, what we’re trying to achieve is a 40% cash base return on gross fixed assets. Which equates to approximately about a 2.5-year payback.

Sundar Varadarajan - Deutsche Bank — Analyst

And now, I mean, are these something that you kind of instituted recently? Or always been there, but you might kind of probably did not pay as much focus
on before, but you’re kind of focusing on more on a go-forward basis?



 

Ken Joyce - Amkor Technology, Inc. — CFO

We’ve always had CapEx hurdle rates, as far as the capital budgeting decision. But we’re focusing more on return on assets at this point, to see that we’re
employing our assets to the best advantage we can.

James Kim - Amkor Technology, Inc. — Chairman, CEO

Also really, there is — you know, I have to say now, new discipline is installed.

Operator

Next question comes from Chris Lancet with JP Morgan Securities. Please go ahead.

Chris Lancet - JP Morgan Securities — Analyst

Sorry about that. My quick question is on the product segment. And what’s kind of looking soft in Q1 to get down to your 3% to 8% number for revenue?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Q1?

Chris Lancet - JP Morgan Securities — Analyst

Q1, yes.

James Kim - Amkor Technology, Inc. — Chairman, CEO

I think cell phone area is a little bit weak.

Chris Lancet - JP Morgan Securities — Analyst

Is that about it?

James Kim - Amkor Technology, Inc. — Chairman, CEO

That’s what I see really. Yes.

Chris Lancet - JP Morgan Securities — Analyst

In general, you’ve provided numbers in the past of how much of your revenue came from IDMs. Do you have a number from that and what do you see going
forward?

Ken Joyce - Amkor Technology, Inc. — CFO

We see it right now. It’s about 60% established, and about 40% from the IDMs. Pretty good guess, I think.



 

Chris Lancet - JP Morgan Securities — Analyst

The mix has shifted significantly?

Ken Joyce - Amkor Technology, Inc. — CFO

Not really. I think we’ve always been roughly in the last couple of years in the 50/50 area. Historically I think you’re right. There was more IDM than fabless
focus.

James Kim - Amkor Technology, Inc. — Chairman, CEO

I’m not sure, I think maybe it’s a 50/50. We had better get back with that.

Chris Lancet - JP Morgan Securities — Analyst

Did you turn down any low quality or low gross margin business in the quarter?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Yes.

Chris Lancet - JP Morgan Securities — Analyst

All right. In general, was there additional upside you could have run through the factory, or were you pretty much fully loaded at this time?

James Kim - Amkor Technology, Inc. — Chairman, CEO

We are running about 90%, again, depends on the line. But some areas are definitely still on location. But overall, we are running at 90%, which is pretty
high, yes.

Operator

Next question is from David Wu with Global Crown Capital. Please go ahead.

David Wu - Global Crown Capital — Analyst

Yes, quick question for you on a customer, and a question for you on new business relationships. From a customer standpoint, you have a beautiful list of
customers. Could you tell us roughly among your Top 10 customers, what percentage of the business they account for? And a followup on these
arrangements that you have been able to make in recent times.

Ken Joyce - Amkor Technology, Inc. — CFO

I’d say that probably the Top 10 customers are the — the top — It’s more than that, Jim. It would be around 30% of the total business.



 

David Wu - Global Crown Capital — Analyst

Okay. The other thing I was curious about is when you say your visibility is three to six months, it seems rather long. What kind of commitments are
customers willing to make to you, beyond the next immediate 90 days, and also on this previous, there was a question about your gross margin of 20%,
roughly 25% in the fourth quarter of this past year.

And I was wondering when you answered the question, is that peak margins, you said something like yes. And I assume that’s because the first quarter is not
going to exceed your fourth quarter revenue rate if you have $650 million of revenue in some future quarters, would your gross margin come back to where it
was in Q4 of this year? Of this past year?

Ken Joyce - Amkor Technology, Inc. — CFO

Well, let me answer the gross margin, the gross margin question first. You are right. If the revenues go up and the mix remains constant, as it was right now, as
a function of positive operating leverage, yes, your margin would go higher. We did guide down slightly in Q1. And I think when you see, when you
calculate that margin, it’s purely a function of the reverse of the operating leverage, on the down revenues.

Operator

Next question is from Lance Vitanza with Concordia.

Lance Vitanza - Concordia — Analyst

Thank for taking my call. Congratulations on the quarter. I’m glad to hear that you’re focused on discipline going forward. My question is, you seem to be
coming into the sweet spot of the cycle here. And I’d just like to get your thoughts. You talked a little about this on the call. But what’s the best way for
dealing with the balance sheet and bringing the absolute level of debt down?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Want to answer that? Or —

Ken Joyce - Amkor Technology, Inc. — CFO

Well, clearly the best way to do that is to improve performance, generate free cash flow, and attack, pay down the balance. When I say that, the free cash flow
for Amkor, a critical factor in that is the computation or the spending of your CapEx.

And as Jim indicated, we’re putting a real discipline in place that we’re going to be very judicious in the amount of CapEx. And I think that will generate
improved performance, tight management of our capital spending will generate some good free cash flow, and then, of course, over and above that is we’re
always looking at various forms of financing in the markets.

James Kim - Amkor Technology, Inc. — Chairman, CEO

This is Jim again. Let me add a little bit more to it. One gentleman earlier asked about the three to six months forecast, you know how good the forecast is.
Obviously the kind of business we are in, I don’t think we can guarantee anything. But we do, history could speak. And three months focus is fairly decent.
Beyond that obviously the degree of accuracy gets, continues to



 

decrease. Therefore, we have to depend on what the customer says. Again, as I mentioned in my conference call, that a customer’s input indicates very
encouraging for the year.

Having said that, again to answer your question on how we’re going to deleverage. I really think Amkor’s lack of discipline was the major problem. We really
need to go back to financial discipline, and keeping it, we will say $300 million, the question is suppose second half is slowing down like some of you think
it’s going to slow down, I think it is our discipline to then stop investing in the second half. As long as we do that, I think our cash flow will be sufficient to
support the deleveraging effort we are doing.

Lance Vitanza - Concordia — Analyst

Let me be a little more specific. And I appreciate all the things you’ve said. But what about issuing equity to delever? I mean, it seems like, I don’t know
where the stock’s going to open tomorrow, but it’s going to be up. You know, it’s likely to continue to rise throughout, you know, the next quarter here. What
are your thoughts about issuing additional equity, either common equity or additional converts. Or preferred or something like that. And actually taking a
whack at some of the debt that’s built up.

James Kim - Amkor Technology, Inc. — Chairman, CEO

Ken, I think you are CFO, you better answer that question.

Ken Joyce - Amkor Technology, Inc. — CFO

Well, I don’t know what the, we continue to monitor the market. And when the opportunity is right, and I’m not going to speak to a specific price, we realize
that some additional equity has to be raised at some point, to help delever this structure.

James Kim - Amkor Technology, Inc. — Chairman, CEO

But we have really no immediate plan to raise additional equity at this time. As you know, as I stated, we do have current knowledge. We do have sufficient
liquidity, able to meet our ’06-’07 issue. Therefore, I’m sure there will be ample opportunity for us to review that issue.

Operator

Next question comes from Eric Toubin with Banc of America Securities. Please go ahead.

Eric Toubin - Bank of America Securities — Analyst

Hi, Ken. Could you just give us a little more detail maybe on your expectations for free cash flow, how you might see working capital playing out, as well as
you mentioned CapEx for the first quarter. Could you put a cash CapEx number on that?

James Kim - Amkor Technology, Inc. — Chairman, CEO

I could. We said our CapEx additions, Eric, would be in the range of $125 million. I think the cash out the door on that will probably be closer to $76
million. In that range there, our free cash flow will be modestly positive in Q1.



 

Eric Toubin - Bank of America Securities — Analyst

And I suppose if the CapEx is kept in check it should be growing for the remaining three quarters?

Ken Joyce - Amkor Technology, Inc. — CFO

I think in Q2 as our current outlook is, it could be break even. Then it should be, you know, we’re looking at something positive, as we get through the
balance of the year.

Operator

Next question is from Alex Ross with Morningstar. Please go ahead.

Alex Ross - Morningstar — Analyst

Hi, thanks for taking my call. The $25 million to $30 million in 2006 that you are going to save, is that coming mostly out of head count, or where can we
expect to see that?

Ken Joyce - Amkor Technology, Inc. — CFO

I think it’s about 60% out of headcount, and the other 40% will be from, a big part will be from our legal fees and professional fees. And then the other from
all various areas of SG&A.

Alex Ross - Morningstar — Analyst

One followup question. I’m sorry if you’ve already spoken about this, maybe I missed it. The risk-sharing models that you had mentioned. Can you tell me a
little bit more about those?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Well, it’s more of a financial model. In other words, you know, rather than if I were to use the word better under calm, I really think we’re going to be working
with the customers closely. It’s going to be tied to the supply agreement, and so on. So, the financial model has to be changed.

Operator

Next question is from Robert Hopper with UBS.

Robert Hopper - UBS Warburg — Analyst

Two quick questions for you. First off on the customers with the CapEx. Are you getting any sort of price concessions for people who are looking to secure
some additional capacity? And secondly, given that we’re heading into a less than typical seasonal decline, how do you see sort of the seasonal patterns trend
throughout the year? Should we sort of revert back to a typical pattern, so we can sort of help model as we go through the year? Thanks.



 

James Kim - Amkor Technology, Inc. — Chairman, CEO

Well, again, let me answer from the later question. Knowing, again, you know, we really don’t, as I keep saying, we have no ability to see beyond actually
three to six months. And as you go six months, it gets cloudy. And as some of you said many times, second half is not clear at this time.

However, I am talking to the customers, I’m learning more and more of our customers are depending on international business. Not just the US alone. And
they are telling us that demand from abroad or internationally speaking is increasing, because worldwide GDP is growing, and consumer spending is
increasing, as you know. Semiconductors is becoming more pervasive in consumer products.

What was the first question?

Ken Joyce - Amkor Technology, Inc. — CFO

The cycle —

Robert Hopper - UBS Warburg — Analyst

The first question was are you giving any sort of price concessions for securing prices for customers?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Not at this time. We are trying to maintain our margin goal.

Operator

Next question is a followup from Mark Bachman with Pacific Crest Securities.

Mark Bachman - Pacific Crest Securities — Analyst

Jim, I was wondering if you want to give some comments on your IBM revenues, how they finished up in 2005. I think when Ken Boruch was there, he
previously set a goal of doing at least $125 million in 2005. I’d like to know how you did against this benchmark?

Ken Joyce - Amkor Technology, Inc. — CFO

We actually did very well against the benchmark.

James Kim - Amkor Technology, Inc. — Chairman, CEO

I don’t think we want to talk specific numbers. But absolutely, we exceeded that.

Mark Bachman - Pacific Crest Securities — Analyst

Okay, can you maybe talk about the IRR associated with the purchase of the IBM agreement. Did it meet your internal benchmarks?



 

Ken Joyce - Amkor Technology, Inc. — CFO

It met, in fact, exceeded our benchmarks internally. But I’m not going to speak to the specific IRR on the project. We don’t do that.

Operator

Next question is a followup from Timothy Arcuri with Citigroup. Please go ahead.

Timothy Arcuri - Citigroup — Analyst

Since it’s the end of the fiscal year, I’m wondering can you disclose who your top customer was? I had in my notes it was Toshiba, and it was going to be
around $150 million. Is that still the right way to think about it?

Ken Joyce - Amkor Technology, Inc. — CFO

Toshiba is our largest customer, yes.

Timothy Arcuri - Citigroup — Analyst

Is that order of magnitude the right order of magnitude?

Ken Joyce - Amkor Technology, Inc. — CFO

I can’t really speak to the magnitude, but they are our largest customer.

Timothy Arcuri - Citigroup — Analyst

Were they greater than 10%?

Ken Joyce - Amkor Technology, Inc. — CFO

They were not.

Timothy Arcuri - Citigroup — Analyst

Okay, thanks.

Operator

Ladies and gentlemen, [OPERATOR INSTRUCTIONS] One moment, please. Our next question is a followup from David Wu with Global Crown Capital.
Please go ahead.



 

David Wu - Global Crown Capital — Analyst

Yes, the kind of customers that you want to work alongside with, are you talking about customers that are willing to buy, install capital equipment on your
premise, and you basically do operations for them, and when you’re not using that equipment, that equipment sits pretty idle and it’s only used for their
purposes? And do you have any sort of min/max with these longer term customers?

James Kim - Amkor Technology, Inc. — Chairman, CEO

First of all, I don’t think the customer buys equipment, we buy the equipment. But there is a supply agreement whereby we commit certain resources out and
share the risk, in a way. Because they are, you know, sharing the risk.

David Wu - Global Crown Capital — Analyst

But if you buy the equipment, they don’t have any risk.

James Kim - Amkor Technology, Inc. — Chairman, CEO

Depends on the contract you make. We don’t want to go into detail of how we do it. We are sharing the risk.

David Wu - Global Crown Capital — Analyst

Okay. So do they give you a minimum, is there a min/max in these kind of deals?

Ken Joyce - Amkor Technology, Inc. — CFO

David, they’re all different. In some cases, there are guarantees of capacity, and they forfeit it if they don’t use it. There’s certainly that type.

There’s other cases where they do buy the equipment and consign it to Amkor, although that’s probably not as prevalent as the other type, whereas Jim
indicated, where we’ll buy the equipment, in response to certain guaranteed loadings. And take or pay type of arrangements.

Operator

Next question is from Howard Buznitsky with DNY Capital Markets. Please go ahead.

Howard Buznitsky - DNY Capital Market — Analyst

Yes, are there plans for any additional repurchases of your senior notes?

Ken Joyce - Amkor Technology, Inc. — CFO

We’re always looking at the market. And if the right opportunity presents and our cash is where we think it’s appropriate, we would look to the markets to
buy some more notes.



 

Howard Buznitsky - DNY Capital Market — Analyst

Okay. Thank you.

Operator

Next question is from Craig Berger with Wedbush Morgan Securities.

Craig Berger - Wedbush Morgan Securities — Analyst

Good afternoon. Thanks for taking my question. I just wanted to know if you could comment on how bookings have been in the last few weeks, and if you
see momentum increasing or decreasing there? Thanks.

James Kim - Amkor Technology, Inc. — Chairman, CEO

It’s a very typical first quarter. We have not see any special changes.

Craig Berger - Wedbush Morgan Securities — Analyst

Just holding steady?

James Kim - Amkor Technology, Inc. — Chairman, CEO

Yes.

Craig Berger - Wedbush Morgan Securities — Analyst

Okay, thanks a lot.

Operator

Next is a followup from Chris Lancet from JP Morgan securities.

Chris Lancet - JP Morgan Securities — Analyst

Hi guys, I have two quick questions. How much of your capital spending in ’05 was for test?

Ken Joyce - Amkor Technology, Inc. — CFO

Test was about 35% of our total business.

Chris Lancet - JP Morgan Securities — Analyst

Of capital spending?



 

Ken Joyce - Amkor Technology, Inc. — CFO

Capital spending. I’m sorry.

Chris Lancet - JP Morgan Securities — Analyst

In 2006, do you kind of have a ballpark wherever this is going to be?

Ken Joyce - Amkor Technology, Inc. — CFO

Test?

Chris Lancet - JP Morgan Securities — Analyst

Yes, test alone.

Ken Joyce - Amkor Technology, Inc. — CFO

Around 25%. Something in that range.

Chris Lancet - JP Morgan Securities — Analyst

Lastly, your headcount at the end of the quarter.

Ken Joyce - Amkor Technology, Inc. — CFO

I don’t have the exact number in front of me. But it’s 22,000-plus.

Chris Lancet - JP Morgan Securities — Analyst

All right. Thank you very much.

Operator

Next question is a followup from Lance Vitanza with Concordia.

Lance Vitanza - Concordia — Analyst

Did you say that you were looking for $75 million of CapEx in cash Q1?

Ken Joyce - Amkor Technology, Inc. — CFO

That’s correct.



 

Lance Vitanza - Concordia — Analyst

Then the total amount, the noncash included?

Ken Joyce - Amkor Technology, Inc. — CFO

That would bring us to $125 million in total additions.

Lance Vitanza - Concordia — Analyst

$125 million total. Okay. Thanks. Just one other question. If I look at the SG&A in 2005, I think that there were about $14 million or so of what I would call,
you know, stuff that’s going away, the legal on the epoxy mold, and your cost-cutting effort charges.

So does that sound right to you, and does that I guess mean that you’re really from here on out on an adjusted basis, you’re looking for like kind of an
additional $10 million to $15 million of further cost savings?

Ken Joyce - Amkor Technology, Inc. — CFO

As I indicated to a gentleman earlier on the call, I would say somewhere 50% to 60% of the total savings is going to come from labor savings, and then the
balance would come from, as yu’re indicating, part of it is legal, legal has been big for us over the last few years, with some of the litigation, that should go
down substantially. And then all of our other G&A costs, we’re looking in all of the areas to bring them down.

Operator

At this time, there are no further questions. I’d like to turn the conference back over to management for any closing comments.

James Kim - Amkor Technology, Inc. — Chairman, CEO

Well, thank you for participating in our conference call. We look forward to speaking with you again. Thank you.

Operator

Ladies and gentlemen, this concludes the Amkor Technology fourth quarter conference call. We thank you again for your participation. You may now
disconnect.
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