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"In order to test whether the transfer price were at arm's length
during FY07, KPMG compared NCP markup of Kailight-IS for
FY07, to the weighted average NCP achieved by a set of 10
independent North American companies that provide R&D
service. The interquartile range for 2004 — 2006 for the
comparable uncontrolled firms is shown in the following table.

Table 3: Arm's — Length Range of NCP of Ten North American

comparables
NCP
25" Percentile 5.4%
Median 8.1%
75% Percentile 9.4%

During FY07 Kailight-IS achieved a NCP of 7.9 percent, which is
within the interquartile range of the 10 uncontrolled firms' NSP.
KPMG concludes that Kailight-IS's transactions with Kailight-
US during FY07 are consistent with an Arm's — Length standard
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