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CIRTEK .
Holdings Philippines Corporation

NOTICE OF THE ANNUAL MEETING OF THE
STOCKHOLDERS OF
CIRTEK HOLDINGS PHILIPPINES CORPORATION

TO ALL STOCKHOLDERS:

NOTICE IS HEREBY GIVEN that CIRTEK HOLDINGS'PHILIPPINES CORPORATION will hold its Annual

Meeting of Stockholders (the “Annual Meeting”) on Friday, 26 May 2017, at 10:30 a.m, at the, Paseo
Premiere Hotel Sta. Rosa Business Park, Laquna Phlllpplnes

The Agenda of the Annual Meeting is as follows.

1.

2.

Call to order
Certification of service of notice and existence of quorum
Approval of the Minutes of the 2016 Annﬁél Stockhold'ers' Meeting held on 27 May 2016

President’'s Report

Presentation and approval of the Audlted Financial Statements for the fiscal year ended
December 31, 2016

Ratification of all acts of the Board of Directors and Management
Election of 9 directors {including 2 independent directors)
Appointment of External Auditors

Approval of the following resolutions in connection with increasing the authorized capital stock of
the Corporation: (i) increase in common shares from Five Hundred Twenty Million Pesos
(PhP520,000,000.00) to One Bilion Four Hundred Milion Pesos (PhP1,400,000,000} worth of
common shares with a par value of One Peso (PhP1.00) per share, increase in preferred shares
from Forty Million Pesos (PhP4(,000000.00} to One Hundred Forty Milion Pesos
(PhP140,000,000) preferred shares with a par value of Ten Centavos (PhP.10) per share, and
creation of new preferred shares amounting toe Four Hundred Sixty Milion Pesos
(PhP460,000,000) preferred shares with a par value of One Peso (PhP1.00) per share; (ii)
delegation to the Board of Directors of the power and authority to implement the proposed
increase in the authorized capital stock of the Corporation; (iii) delegation to the Board of Directors
of the authority to fix the terms and conditions of the new preferred shares as they may be issued
in tranches and series; and (iv) delegation to the Board of Directors of the autherity to file such
applications and submit such documents with the Securities and Exchange Commission and other
government agencies, as may be necessary to increase the authorize capital stock of the
Corporation and amend the articles of incorporation of the Corporation

10. Other business as may properly come before the meeting; and

11. Adjournment.



CIRTEK

Holdings Philippines Corporation

The Board of Directors has fixed 27 April 2017 as the.record date for determining the stoékholders
entitled to notice of, and to vote at the Annual Meeting.” Only holders of shares of stock as of the record

date will be entitled to vote at the Annual Meeting. The stock and transfer books of the Company will be
closed 20 business days prior to the meeting. |

IF YOU DO NOT EXPECT TO ATTEND THE 'ANNUAL‘ MEETING, YOU MAY EXECUTE AND RETURN
THE PROXY FORM TO THE OFFICE OF THE CORPORATION AT 118 EAST MAIN AVENUE, PHASE
V-SEZ, LAGUNA TECHNOPARK, BINAN, LAGUNA, 4024, THE DEADLINE FOR THE SUBMISSION
OF PROXIES IS ON 18 May 2017, 10: 00 AM. .

PROXY VALIDATION WILL BE ON 17 Mav_2017 10 00 A. M AT 116 EAST MAIN AVENUE, PHASE V-
SEZ, LAGUNA TECHNOPARK, BINAN, LAGUNA, 4024. ‘

On the day of the meeting, you or your duly designated proxy are hereby required to bring this Notice and
any form of identification such as driver's license, passport, company I.D., voter's I.D., or TIN Card to
facilitate registration. Registration shall start at 10 Q0 a.m. and will close at 10 30 am.

TADEO F. HILADO
Corporate Secretary

116 EAST MAIN AVENUE, PHASE V, SEZ - ‘ L E TEL NOS. (63) 49-541-2310 TO 12
LAGUNA TECHNOPARK, BINAN, LAGUNA . o FAX NO. (63) 49-541-2317
- PHILIPPINES ' !
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

STOCKHOLDER PROXY
(Proxy solicitation is being made by and on behalf of the Company)

The undersigned hereby appoints the Chairman of the Board of CIRTEK HOLDINGS PHILIPPINES
CORPORATION (the “Company”), with full power of substitution and delegation, as the proxy of the undersigned,
to represent and vote all of the shares of common stock of the undersigned in the books of the Company for all matters
to be taken up at all meetings of the Stockholders of the Company, including the Annual Stockholders’ Meeting to
be held on 26 May 2017 and at any and all adjournments or postponements thereof, as fully and for all intents and
purposes, as the undersigned might or could do if present and acting in person, and hereby ratifies and confirms any
and all actions taken on matters which may properly come before said meeting or any adjournment thereof.

In case of absence of the Chairman of the Board and any substitute proxy designated by him at any meeting
of stockholders, the undersigned hereby grants to the designated Chairman of the meeting of Stockholders chosen in
accordance with the Company’s By-Laws, full power and authority to act as alternate proxy of the undersigned, for
the same purposes specified in the preceding paragraphs.

This Proxy shall continue to be in full force and effect for a period of FIVE (5) years from the date hereof,
unless withdrawn by written notice delivered to the Corporate Secretary of the Company, but shall not apply in
instances wherein the undersigned personally attends the meeting.

IN WITNESS WHEREOF, the undersigned has executed this Proxy this day of

(SIGNATURE OVER NAME OF STOCKHOLDER
OR AUTHORIZED SIGNATORY)

Address:

Date:

STOCKHOLDERS’ INSTRUCTIONS TO PROXY FOR THE 26 May 2017
ANNUAL STOCKHOLDERS’ MEETING
The Stockholder may provide his/herinstructions to the Proxy here. Should the Stockholder opt not to give instructions, the
Stockholder authorizes the Proxy to vote according to the recommendation of Management:

1. Approval of the Minutes of the 2016 Annual Stockholders’ Meeting held on 27 May 2016

(] FOR ] AGAINST [] ABSTAIN
2. Approval of the Audited Financial Statements for the fiscal year ended 31 December 2016
(] FOR [] AGAINST [] ABSTAIN
3. Ratification of all acts of the Board of Directors and Management
] FOR [] AGAINST [_] ABSTAIN
4, Approval of the Appointment of Sycip Gorres Velayo & Co. as External Auditor of the Company for 2017
(] FOR [] AGAINST [] ABSTAIN

5. Approval of the increase in authorized capital stock, including the creation of a new class of preferred shares, and
delegation to the Board of Directors of the power and authority to implement such increase in authorized capital stock,
and the power and authority to fix the terms and conditions of the new class of preferred shares



6.

[C] FOR ] AGAINST

[ ABSTAIN

Election of NINE (9) Directors including at least TWO (2) Independent Directors

The nominees for election as directors/independent directors are:

1. Jerry Liu 5. Michael Stephen Lin
2. Roberto Juanchito T. 6. Brian Gregory Liu
Dispo 7. Emest Fritz Server (Independent
3. Anthony 8. Buyawe Director)
4. Justin Liu 8. Hector Villanueva (Independent
Director/Regular Director)
9. Eduardo  Lizares  (/ndependent
Director/Regular Director)
[CJFOR ALL [J EXCEPTION:
[] WITHHOLD FOR ALL

Instructions:

.  The Stockholder may withhold authority to vote for any or some nominee(s), by marking the exception box and writing the
name(s) of such nomince(s) on the space provided. [f the Stockholder designates exception(s), the number of sharcs to be
distributcd to each of the remaining nominees must be indicated on the spaces provided beside each nominee’s name.

2. The total number of votes which a stockholder may cast is equal to nine (9) times the number of shares of eommon stock

held as of the Record Date.

GENERAL INFORMATION AND INSTRUCTIONS

I. Solicitation Information

Solicitation of proxies for the meetings of stockholders is being
made by and on behalf of the Company.

The cost and expenditures incidental to the proxy solicitation
will be borne by the Company.

2. Interest of Certain Persons in or Opposition to Matters to
be Acted Upon

No director or officer of the Company or nominee for election
as director/independent director or officer of the Company has
any substantial interest, directly and indirectly, by security
holdings or otherwise, in any matter to be acted upon at the
Annual Meeting of the Stockholders, other than election to
office

No director has informed the Company in writing that he intends
to oppose any action to be taken at the Annual Stockholders
Meeting of the Company.

3. Submission of Proxy

a. The proxy form must be completed, signed and dated by the

stockholder or his duly authorized representative, and received

at 116 East Main Avenue, Phase V-SEZ Laguna Technopark,
Bifian, Laguna, 4024 not later than 16 May 2017.

b. If the shares of stock are owned by two or more joint owners,
the proxy form must be signed by all the joint owners.

c. If the shares of stock are owned in and “and/or” capaceity, the
proxy form must be signed by either one of the owners.

d. If the shares of stock are owned by a corporation, assoeiation
or partnership, the proxy form must be accompanied by a
certification, signed by a duly authorized officcr, partner or
representative of such corporation, association or partnership,

to the effect that the person signing the proxy form has been
authorized by the governing body or has the power pursuvant to
the By-Laws, constitutive documents or duly approved polices
of such corporation, association or partnership for such
purpose.

4. Revocation of Proxy

An owner of shares of stock who has given a proxy has the
power to revoke it by a written instrument duly signed and
dated, which must be received by the Corporate Secretary nol
later than the last day for the submission of proxies as indicated
in the Notice to Stockholders. A proxy is also considered
revoked for a partieular meeting if an individual stockholder
attends the meeting in person and expresses his intention to
vote in person.

5. Validation of Proxies

The last day for vatlidation of proxies for the Annual
Stockholders’ Meeting is on 17 May 2017. Validation of
proxics wili be done by the Proxy Validation Committee
composed of the Corporate Secretary of the Company, a
representative from the stock and transfer agent of the
Company, a representative from the external auditor of the
Company and a representative from the Company.




REPUBLIC OF THE PHILIPPINES)
CITY OF WMAKATICITY )SS.

CERTIFICATION OF INDEPENDENT DIRECTORS

I, Ernest Fritz Server, Filipino, of legal age and a resident of 319 Chico Drive, Ayala Alabang
Village, Muntinlupa City, after having been duly sworn to in accordance with law do hereby declare that:

1. lam an independent director of Cirtek Holdings Philippines Corporation.

2. T am affiliated with the following companies or organizations:

Company/Organization Position/Relationship P’eriod of Service
RFM Corporation Vice Chairman Up to present
RI'M Foundation, Inc. Director Up to present
BJS Development Corp. Advisory Board Up to present
Member
Superior Las Pinas, Inc. President Up to present
Development
Westview Properties, Inc. Chairman Up to present
Philtown Properties, Inc. Vice Chairman Up to present
IConnect Integrated President Up to prescnt
Solutions, Inc.
Capital Mediaworks, Inc. President Up to present
Vicinetum Holdings, Inc. President Up to present
ABS-CBN Convergence, Inc. Director Up to present
Arrakis Heldings, Inc. Chairman Up to present o
Scacage Industries, Inc. President Upto present
Phil. Stratbase Consultancy, Director Up to present
Inc.
818 Aqua Farms, Inc. Director Up to present
Al Move Logistic, Inc. Director Up to present
3. 1 possess all the qualifications and none of the disqualifications to serve as an Indepcndent

Director of Cirtek Holdings Philippines Corporation, as provided for in Section 38 of the Securities
Regulation Code and its Implementing Rules and Regulations.

4. [ shall faithfully and diligently comply with my duties and responsibilities as independent director
under the Securities Regulation Code.

5. I shall inform the corporate secretary of Cirtek Holdings Philippines Corporation of any changes
in the abovementioned information within five days from its occurrence.

Done, this day of April 2017, at

ERNEST FRITZ SERVER
Affiant
APR 2 1 204

SUBSCRIBED AND SWORN to before me this day of April 2017 at _ MAKATI CEEY
affiant personally appeared before me and exhibited to me his Tax Identification Number 115-593-099.
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REPUBLIC OF THE PHIL]PP]NES)
CITY OF MAKATI CIry )SS

CERTIFICATION OF INDEPENDENT DIRECTORS

1, Eduardo P. Lizares, Filipino, of legal age, marrled and a resident of No 12 Planet Street, Bel-

Air Vlllage Makati City, Metro Manila, after havmg been duly sworn to in accordance with law do
hereby declare that:

I. 1 have been nominated as an independent director of Cirtek Holdings Philippines Corporation.

2. 1am affiliated with the following companies or organizations:

Company/Organization POsition/Relationship Period of Service
Padilla Law Office : Partner Up to present
A professional partnership
University of the Philippines Professorial Lecturer 2013-2016
College of Law - Constitutional Law

- University of the Phlhpplnes Law Center Lecturer Mandatory Continuing Legal
Education, up to present

Trustee, College of the lmmaculete Cenception, lnc., Cabanatuan, Nueva Ecija

Trustee, Concordia College, Inc., 1739 Pedro Gil St., Paco, Manila

Trustee, Immaculate Heart of Mary College, Inc., 54 Aurora Blvd., Quezon City

Trustee, Sacred Heart Cellege, I'nc.,. Lucena City, Nueva Ecija

Trustee, Asilo de San Vicente de Pnul,l'lnc:, UN Avenue, Manila

Trustee, Asilo de la Milagros-é, Inc., Lfahug;-Cebn City

Trustee, Asilo de Molo, Inc. Tloilo City

Trustee, St. Vincent’s Home, Inc Bacolod Clty

Trustee, Rosalie Rendu Development Center Inc., Sucat, Paranaque City

1 serve as trustee of the forego.mg non-stock non-proﬁt corporations up to the present.

3. Padilla Law Office is legal counsel to the Holy See and various Roman Catholic Archdioceses

and Dioceses in the Philippines, and most of the major religious congregations (of women religious) of
Pontifical Right in the Philippines and their non-stock, non-profit educational institutions, hospitals and

social welfare institutions. It is external legal counsel to the Bank of the Philippine Islands (BPL) and
Citiland, Inc., which are PSE listed companies.



4. Should I be elected as Independent Director, I possess all the qualifications and none of the
disqualifications to serve as an Independent Director of Cirtek Holdings Philippines Cotporation, as
provided for in Section 38 of the Securities Regulation Code and its Implementing Rules and Regulations.

5. I shall faithfully and diligently comply with my duties and responsibilities as Independent
Director under the Securities Regulation Code.

6. [Ishall inform the Corporate Secretary of Cirtek Holdings Philippines Corporation of any changes
in the abovementioned information within five days from its occurrence.

Done, this__21st__day of April 2017, at Makati City.

Eduardo P.Li
Affiant

L APR 2 12017
SUBSCRIBED AND SWORN tc before me this day of April 2017 at
, affiant personally appeared before me and exhibited to me his Tax Identification
Number 140-456-030-000 and Driver’s License No. F01-79-028107 valid through 12 April 2019.
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REPU BLIC&M&R&HLIPPINES)

CITY OF ) S.S.
CERTIFICATION OF INDEPENDENT DIRECTORS

I, Hector Villanueva, Filipino, of legal age and a resident of 4419 Bluebelle Road, Sun Valley
Subdivision, Brgy. Sun Valley, Paranaque City, after having been duly sworn to in accordance with law
do hereby declare that:

1. Thave been nominated as an independent director of Cirtek Holdings Philippines Corporation.

2. Tam affiliated with the following companies or organizations:

Company/Organization Position/Relationship Period of Service
First Metro Philippine Equity Chairman January 2013-2015
Exchange Traded Fund, Inc.

Philippine Postal Corporation Postmaster General October 2006 -
and CEO 2011
Philippine Postal Corporation Chairman 2004-2006
Polytechnic University of the Member, Board of 2002-2006
Philippines Regents
Philippine Deposit Insurance Representative to 2002-2006
Co. Export & Industry
Bank
Philippine Pacific Chairman and 2002-2006
Management  Consultancy, President
Inc.
First Metro  Investment Member of the 1998-2004
Corporation Advisory Board
Sun Star Manila Publisher and Editor- 1998-2001
in-Chief
Government of the Press Secretary 1995-1998
Philippines
Lakas-NUCD-UMDP National Spokesman 1994-1995
Polytechnic University of the Ninoy Aquino 1989
Philippines Professorial Chair in
Political Economy
Philippine Electronics Treasuter 1582
Exporter Association
House of Representatives Director General 1987-1989
Congressional
Economic Planning
Service
Government  Service and Office of the President 1966-1987
Insurance System and General Manager
Silicon Technology, Inc. Vice President 1976-1981
Business Day Corporation Chairman and 1967-1972

Treasurer




Department of Commerce Senior Economist 1963-1965
and Industry

Petroleum Economist Filoil Refinery 1962-1963
Corporation
The Chartered Bank, Manila Department Manager 1960-1962

3. Should I be elected as Independent Director, I possess all the qualifications and none of the
disqualifications to serve as an Independent Director of Cirtek Holdings Philippines Corporation, as
provided for in Section 38 of the Securities Regulation Code and its Implementing Rules and Regulations.

4. 1 shall faithfully and diligently comply with my duties and responsibilities as Independent
Director under the Securities Regulation Code.

5. 1shall inform the Corporate Secretary of Cirtek Holdings Philippines Corporation of any changes
in the abovementioned information within five days from its occurrence.

Done, ARR 2 \dazyn(!lApril 2017,at Makati City

R
HECTOR VILLANUEVA
Affiant

SUBSCRIBED AND SWORN to before me R 2 | dWof Apri 2017 at | Makaticiy
affiant personally appeared before me and exhibited to me his Tax Identification Number
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REPUBLIC OF THE PHILIPPINES)
MAKATI CITY )S.S,

CERTIFICATION

I, ANTHONY S. BUYAWE, of legal age, Filipino, with office address at 116
EAST Main Ave. Ph. V-SEZ, Laguna Technopark, Bifian, Laguna, Philippines, do
hereby depose and say:

1. I am the incumbent Treasurer and Compliance Officer of CIRTEK
HOLDINGS PHILIPPINES CORPORATION (the “Corporation”), a corporation duly
organized and existing under the laws of the Philippines with principal place of business
at No. 116 East Main Avenue, Phase V-SEZ, Laguna Technopark, Bifian, Laguna.

2. As such Treasurer and Compliance Officer, I hereby certify that none of
the members of the Board of Directors and Officers of the Corporation are elective or
appointive public officers or employees of the National or any Local Government
Agency of the Philippines.

3. This Certification is being issued pursuant to Article IX(B) Section 8 of
the Philippine Constitution.

IN WITNESS WHEREOF, | have hereunto affixed my signature this day
of April 2017 at

ANTF{(%Y g BUYAWE

Treasurer/Compliance Officer

APR 2 1 op1s
SUBSCRIBED AND SWORN to before me this __ day of April 2017,
at MAKATE CITY yehant who is personally known to me exhibiting to me his Tax
Identification Number 102-082-234.
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS

INFORMATION STATEMENT PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION CODE .

1, Check the appropriate box:

[ ] Prefiminary Information Statement -
[ v ] Definitive Information Statement

2, Name of Registrant as specified in its charter: Cirtek Holdings PHjlippi

3. . Province, country or other jurisdiction of inco%;;oration or organizatio

4, l SEC Ideﬁtification Number €S2011102137 |

5. BIR TaxIdentification Code 007-979-726

6. Address of principal office116 East N:Ialin‘A\';em.a'e. Phase V- Postal Code:4024

SEZ Laguna Technopark, Bifian Laguna .

7. Registrant’s telephone number, includinghar‘ea code +632 729 6205 +63 49 541 2317

8. Date, time and place of the meeting of 'secur'ity holders: 26 May2017, 10:30 am at the Paseo
Premiere Hotel, Sta. Rosa Business Park, Laguna

9. Approximate date on which the Information Statement, including proxy form and other
solicitation materials, is first to be sent or given to security holders: 5 May 2017

10.  Incase of Proxy Solicitations:

Name of Person Filing the Statement/’slo_.lif:itqr: :REGiSTRANT , . _
Address and Telephone No.:116 East Mé'in AVénue; Phase V-SEZ Laguna Technopark,
Bifian Laguna, and +632 729 6205 +63 49 541 2317 _ ‘

11. Securities régistered pursuant to Se‘ction‘s;S and 12 of the Code or Sections 4 and 8 of the RSA
: (information on number of shares and amount of debt is applicable only to corporate

registrants): -
THleofEachClass -~ =" Number of Shares of Common Stock
: . Outstanding or Amount of Debt Outstanding
Common Shares . " 419,063,353/n/a
12. Are any or all of registrant's securities listed in a Stock Exchange?
Yes v | No

If yes, disclose the name of such Stock Exch'ange and the cfass of securities listed therein;

Philippine Stock Exchange, Inc. (PSE) — Common Shares

X



PART 1.

INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GENERAL INFORMATION

Item 1. Date, time and place of meeting'of sedu‘rity Helders.

a. DATE OF MEETING 1 26 May 2017
TIME OF MEETING ¢ 10:30 AM
PLACE OF MEETING :  Paseo.Premiere Hotel, Sta. Rosa Business Park, Laguna
PRINCIPAL OFFICE : 116 East . Main Avenue, Phase V-SEZ, Laguna

Technopark, Bifian, Laguna

b.  Approximate date on .: 5 May 2017
which the Information . : .
statement Is first to be
sent or given to security
holders

Item 2. Dissenters' Right of Appraisal.

Any stockholder of the Corporation who' exercises his right of appraisal must vote against the
proposed corporate action in order to avail himself of the appraisal right. As provided in Title X of
the Corporation Code, a stockholder may exercise his nght of appraisal in the following instances:

a.

C.

In case an amendment to the Artlcles of Incorporation has the effect of:
i. Changing or restricting the rights of any stockholder or class of shares;

ii. Authorizing preferences in any aspects superior to those of outstanding
shares of any class;

iii. Extending or shortening the corporate existence;

The sale, lease, exchange, transfer, mortgage, pledge or other disposition of ali or
substantially all of the corporate property or assets;

A merger or consolidation,

In the exercise of the appraisal right, Title X nrovides the procedure on how it may be exercised:

a.

A dissenting stockholder files a written demand for payment of the fair value of the
shares within thirty (30) days after the date on which the vote was taken. Failure to
file a written demand within the thirty (30) day period shall constitute a waiver of
the right. Within ten (10) days from demand, the dissenting stockholder shall submit
the stock certificates to the corporation for notation that such shares are dissenting
shares. From the time of demand for payment unti! either abandonment of the

L



corporate action or purchase of the shares of the corporation, all rights accruing to
the shares shall be suspended, except the stockholder’s right to receive payment for
the fair value of his shares.

b. If the corporate action is implemented, the corporation pays the stockholder the fair
value of his shares upon surrender of the certificate/s of stock. Fair value is
determined by the value of the shares on the day prior to the date on which the vote
was taken, excluding appreciation/depreciation in anticipation of such corporate
action.

¢. If the fair value is not determined within sixty (60) days from the date of action, it
will be determined and appraised by three (3} disinterested persons (one chosen by
the corporation, another chosen by both). The findings of the said appraisers will be
final, and their award will be paid by the corporation within thirty (30) days after
such award is made. Upon such payment, the stockholder shall forthwith transfer his
shares to the corporation. No payment shall be made to the dissenting stockholder
unless the corporation has unrestricted retained earnings in its books to cover such
payment.

d. 1If the stockholder is not paid within thirty (30} days from such award, his voting and
dividend rights shall be immediately restored.

Item 3. Interest of Certain Persons in or Opposition to Matters to be Acted Upon

As of the date hereof, none of the directors of the Corporation has informed the Corporation of
his intention to oppose any of the corporate actions to be acted upon at the annual stockholders’
meeting of the Corporation.

B. CONTROL AND COMPENSATION INFORMATION

Item 4. Voting Securities and Principal Holders Thereof

{a)} Number of shares outstanding 419,063,353 common shares
as of 31 March 2017 400,000,000 preferred shares

Number of votes to which each one (1) share or class is entitled

The common and preferred shares are both entitled to one (1} vote per one (1} share.
However, while the common shares are registered with the Securities and Exchange
Commission ("SEC”} and listed with the Philippine Stock Exchange ("PSE"), the preferred
shares are not registered with the SEC and not listed with the PSE.

(b) Cut-off date / record date 27 April 2017  for common shares
27 April 2017  for preferred shares

The Corporation’s capital stock consists of common shares and preferred shares. The
stockholders have the same voting rights, Each share is entitled to one vote.

(c) Cumulative Voting for Directors — At the election of directors, each stockholder may vote the
shares registered in his name, either in person or by proxy, for as many persons as there are
directors, or he may cumulate said shares and give one candidate as many votes as the
number of directors to be elected multiplied by the number of his shares shall equal, or he

3



may distribute them on the same principle among as many candidates as he shall see fit:
provided that the total number of votes cast by him shall not exceed the number of shares

owned by him muitiplied by the whole number of directors to be elected.

(d) Security ownership of Certain Record and Beneﬁcial Owners

Owners of record of more than 5% of the corporations voting securities as of 31 March

2017:

Name of - Citizenship | Number of

Title of Name, % of
Class Address of Beneficial. Shares Held Class
Record Owner and '
Owner, and | Relationship
Relationship | with Record:
with Issuer Owner’ .
Common Carnlerton, Camerton, Inc. Filipino 208,888,558 | 49.85
Inc. T -
Common Cirtek Cirtek - _Filipino 49,371,700 | 11.78
Electronics Electronics - ' ‘
Corporation? Corporation
Common PCD Nominee | PCD Nominee | . . Filipino 143,816,827 | 34.32
Corporation Corporation .
Total B e 402,077,085 | 95.95%
Preferred Carr13erton, Camerton, Inc. Filipino 400,000,000 | 100
Inc. :
Total 400,000,000 | 100%

Under PCD account, the following participants hoId shares representing more

Corporation’s outstanding shares

Participant Number of Shares | Percentage
Guild Securities 67,072,828 19%
| Citibank N.A. 27,561,862 6.6%

than 5% of the

Except as stated above, the corporation has no knowledge of any person or any group who,
directly or indirectly, is the beneficial owner of more than 5% of the corporation’s outstanding
shares or who has a voting power, voting trust, or any similar agreement with respect to shares
comprising more than 5% of the corpor‘ation"s outstanding common stock.

The number of common shares benefi C|ally owned by directors and executive officers as of 31
March 2017 are as follows:

Title of Class Name of Beneficial |  No. of | Citizenship Percent

Qwner ‘Shares Held
Common Jerry Liu 1 Chinese 0.0000
Common Rafael G. Estrada’ 1 Filipino 0.0000
Commaon Nicanor Lizares 1 - Filipino 0.0000
1 ' - Filipinc 0.0000

Common Anthony Buyawe

Camerton, Inc. has appointed Jerry Liu who shall vote the shares on its behalf.
Cirtek Electronics Corporation has appointed Jefry Liu who shall vote the shares on its behalf.
Camerton, Inc. has appointed Jerry Liu who shall vote the- shares on its behalf.

4



[ Commen Roberto Juanchito 1 Filipino 0.0000
Dispo : ‘

Common Martin Lorenzo 1 Fllipino =~ | 0.0000

Common Ernest Fritz Server 1 Filipino 0.0000

Common Michael Stephen Liu | 1. Filipino 0.0000

Common Brian Gregory Liu 1 Filipino 0.0000

Voting Trust Holder of 5% or More

The Corporation is not aware of any. person holding more than 5% of the common shares of the
Corporation under a voting trust or similar agreement as there has been no voting trust

agreement which has been filed with- the Corporation and the Securities and Exchange
Commission.

(e) Description of any arrangement which may result in a change in control of the corporation
No change in controi of the corporation has occurred since the beginning of the last fiscal year.

Item 5. Directors and Executive Officers

All of the Directors and officers named herein have served in their respective positions since 27
May 2016. The Directors of the Corporation were elected at the annual meeting of the
stockholders of the Corporation to hold office until the next succeeding annual meeting of the
stockholders and until the respective successors have been elected and qualified.

The Officers were elected by the Board of‘Diréctors at the organizational meeting of the Board on
27 May 2016. The Board also elected during the said meeting the chairman and members of the
Audit Committee, the Nominations Committee, and the Compensation Committee,

Nominees

Nominations Committee

The Chairman of the Nominations Committee of the Corporation is Ernest Fritz Server, an
Independent Director, and the members are Jerry Liu and Roberto Juanchito T. Dispo.

Nominees

The nominees for election as members of the Board of Directors and as Officers of the
Corporation as of the date of sending the Definitive Information Statement are listed below:

Regular Directors

Jerry Liu

Roberto Juanchito T. Dispo’
Anthony Buyawe

Michael Stephen Liu

Brian Gregory Liu

Justin Liu

Independent Directors

Ernest Fritz Server
Eduardo Lizares
Hector Villanueva



rpor. I
Tadeo Hilado

Assistant Corporate Secretary
Brian Gregory Liu

The Nominees for Directors and Officers

Name Age Citizenship Position

Jerry Liu 68 Chinese Chairman and Director

Roberto Juanchito T. Dispo 52 Filipino Vice Chairman, President and
Director

Anthony Buyawe 50 Filipino Treasurer/CFO, Compliance
Officer and Director

Michael Stephen Liu 32 Filipino Director

Brian Gregory Liu 30 Filipino Assistant Corporate Secretary
and Director

Justin T. Liu 35 Filipino Director

Ernest Fritz Server 73 Filipino Independent Director

Eduardo Lizares 60 Filipino Independent Director

Hector Villanueva 81 Filipino Independent Director

Tadeo Hilado 64 Filipino Corporate Secretary

The following is a brief profile of the Corporation’s Directors and Officers for the year 2016-2017
as well as the nominees for the year 2017-2018.

Regular and Independent Directors.

Jerry Liu, 68 years old was elected as the Corporation’s Chairman and President on 25 May
2012, He is currently the Chairman of the Corporation. He is also concurrently President/CEQ of
CEC, Director of Cirtek Land and Cayon Holdings, Inc. and Chairman of Silicon Link, Inc., Mr. Liu
holds a Bachelor of Science degree in Physics from Chung Yuan University of Taiwan and an MBA
from the University of the East.

Roberto Juanchito T. Dispo, 52 years old was elected Vice Chairman and Director of the
Corporation on 4 January 2016 and also as President of the Corporation on 27 May 2016. Mr.
Dispo is also Vice Chairman of Cosco Capital, and sits on the Board of PB Com Bank and Axa
Philippines. Prior to joining the Corporation, Mr. Dispo was President and Director of First Metro
Investment Corporation. Mr. Dispo holds BSC Economics and Business Management from San
Sebastian College and Pamantasan ng Lungsod ng Maynila, respectively. He also completed
Masters in Business Administration and Masters in Business Economics from Pamantasan ng
Lungsod ng Maynila and the University of Asia & the Pacific, respectively.

Nicanor Lizares, 53 years old was elected as a director of the Corporation on 17 February
2011. He is also a director of Pancake House, Inc., and Cirtek Holdings, Inc. He is a partner of
Aureos Philippine Advisers, Inc., Mr. Lizares has a Master of Science in Industrial Economics from
the Center for Research and Communications and an M.A, in International Relations from Boston
University.

Anthony Buyawe, 50 years old was elected as the Corporation’s Treasurer and Chief Financial
Officer on 17 February 2011. He is concurrently the CFO of CEC, CEIC and the Figaro Coffee
Corporation. Prior to joining the Corporation, Mr. Buyawe was CFO of ITP Technologies (2003 —
2005) and SMEDC (2008-2009) and Senior Director of Ernst and Young (2005-2008). Mr. Buyawe
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obtained his BA degree from the University of the Philippines and his MBA from the Asian
Institute of Management. L R

Rafael G. Estrada, 64 years old, is Chairman and President of First National Holdings
Corporation and Chairman of Delta Agrivet Commercial, Inc. and Waterfor Calasiao, Inc.
Previously, Mr. Estrada served as Vice Chairman of the Social Security System, and served as
director for Land Bank of the Philippines, Union Bank of the Philippines, Manila Doctors Hospital
and Medical Center Manila. He obtained is BS Management degree from the University of Sto.
Tomas and his MBA (candidate) from the University of Virginia.

Martin Ignacio P. Lorenzo, 51 years old was elected as an Independent Director of the
Corporation on 17 February 2011 and shall serve as such for one year or until his successor is
elected and qualified. Mr. Lorenzo is the Chairman and President of Pancake House, Inc. He also
served as Chairman, President and CEO of Macondray & Co., Inc., Chairman and President of
First Lucky Property Holdings, Chairman and President of First Lucky Property Corporation and
Marlor Investment Corporation. Mr. Lorenzo graduated from the Ateneo de Manila University with
a Bachelor of Science in Management Engineering and earned his MBA from the Wharton
Graduate School, University of Pennsylvania in 1990.

Ernest Fritz Server, 73 years old, was elected as an Independent Director of the Corporation
on 17 February 2011 and shall serve as such for one year or until his successor is elected and
qualified. Mr. Server serves as the President of Multimedia Telephony Inc., Vice Chairman of RFM
Corporation, Chairman of Arrakis Holdings, Inc.; President of Seacage Industries, Inc., President
of West Properties, Inc., President of Superior Las Pinas, Inc.,, a director of ABS CBN
Convergence, Inc. and a director of BJS Development Corp. Previously, Mr. Server served as Vice
Chairman of the Commercia! Bank of Manila, Consumer Bank and Cosmos Bottling Corporation,
President of Philippine Home Cable Holdings, Inc. and Philam Fund, and a director of Philippine
Township, Inc.. Mr. Server graduated from the Ateneo de Manila University in 1963 with degree
in Bachelor of Arts degree in Economics and holds an MBA Major in Banking and Finance from
the University of Pennsylvania, Wharton Graduate $chool.

Michael Stephen T. Liu, 32 years old, is currently the General Manager of Cirtek Advanced
Technology and Solutions (CATSI) a Cirtek company: catering to the telecom and wireless
broadband space. He was first elected as Director on 11 May 2015. Mr. Liu cbtained his degree
in Electronics and Communications Engineering from De La Salle University in 2007 and is a
licensed Electrical Engineer. L

Brian Gregory T. Liu, 30 years old, has been the Assistant Corporate Secretary of the
Corporation since March 2011, He was first elected as Director on 11 May 2015. He is
concurrently a stockholder in Cirtek 'Electronics Corporation, Cirtek Land Corporation, and
Turborg Trading. Mr. Liu trained as an Operations Trainee in Dominos Pizza from 2001 to 2002,
then as an Analyst in Evergreen Stockbrokerage & Securities Inc. from 2003 to 2005. He
obtained his degree in Management in. Financial Institutions from De La Salle University in 2009.

Justin T. Liu, 35 years old, is Pres'iden.f and Director of Figaro Coffee Systems, Inc. Mr. Liu
graduated from the De La Salle University with a Bachelor of Science in Business Management
and earned his Masters in Finance from the University of San Francisco in 2006.

Eduardo Lizares, 60 years old, is' currently Partner at Padilla Law Office and Professorial
Lecturer on Constitutional Law at the University of the Philippines. Atty. Lizares holds a Bachelor
of Arts degree for De La Salle University, Bachelor of Laws degree from the University of the
Philippines, and a Master of Laws degree from Harvard Law School, Harvard University.



Hector Villanueva, 81 years old, has held senior positions in both private and public sectors.
He was Chairman of the Board of First Metro Philippine Equity Exchange Traded Fund, Inc.,
Postmaster General and CEO of Philippine Postal Corporation, Member of the Advisory Board,
First Metro Investment Corporation, and Publisher and Editor-in-Chief, Sun Star Manila, among
others. Mr. Villanueva was also Cabinet Secretary from 1995-1998. Mr. Villanueva obtained a
Bachelor of Science degree in Economics from the London School of Economics and Political
Science, and post-graduate studies from Royal Institute of Bankers, United Kingdom.

Independent Directors

The nominees for Independent Directors of the Corporation for the year 2017-2018
are: o : .

1. Ernest Fritz Server,
2. Eduardo Lizares, and
3. Hector Villanueva

They have been nominated by Jerry Liu, current Chairman of the Corporation. Jerry Liu has no
relationship with the nominee Independent Director. Ernest Fritz Server has been an
Independent Director of the Corporation since 17 February 2011. In accordance with the
Securities and Exchange Memorandum Circular No. 19, Series of 2016, Ernest Fritz Server may
serve as Independent Director until 2021 while either Hector Villanueva or Eduardo Lizares mat
served as Independent Director of the Corporation ustil 2026.

Key Officers

Tadeo Hilado, 64 years old, Filipino, was elected as the Corporation’s Corporate Secretary on 17
February 2011. Atty. Tadeo is a senior paitner at the Angara Abello Concepcion Regala & Cruz
law offices. He also serves as director and corporate secretary of several companies including
Cocoa Specialties, Inc., Univation Motor Philippines, Inc., Nissan Autoparts Manufacturing
Corporation, Sumisetsu Philippines, I;nc., Sarhsonite:PhiIippines, Inc., Vitarich Corporation, among
others. Atty. Tadeo holds a Bachelor of Arts degree from the De La Salle University, Bachelor of
Laws degree from the University of the Philippines and a Master of Laws degree from the
University of Michigan, - : o :

Significant Employees

The business of the Corporation is not highly. dependent on the services of personnel outside of
senior management., ‘ Lo g

Family Relationships

The Corporation’s Chairman, Jerry Liu, ‘is the father of Brian Liu, the Corporation's Assistant
Corporate Secretary and Director, Michael Stephen Liu, the Corporation’s Director, and Justin Liu,
a nominee Director. :

Involvement in Certain Legal Proceedings

The Corporation is not aware of the occurrence, during the past five (5) years up to the date
hereof of any of the following events that are material to an evaluation of the ability or integrity

of any director or executive officer:

1. Any bankruptcy petition filed by or against any director, or any business of a director,
nominee for election as director, or executive officer who was a director, general partner or



executive officer of said business either at the time of the bankruptcy or within two (2) years
prior to that time;

2, :_ﬂmy directc_:r, nominee for election‘é_s director, or executive officer being convicted by final
judgment in a criminal proceeding, domestic or foreign, or being subject to a pending

criminal proceeding, domestic or foreign, excluding traffic violations and other minor
offenses; o

3. Any director, nominee for election as director, or executive officer being subject to any order,
judgment, or decree, not subsequently' reversed, suspended or vacated, of any court of
competent jurisdiction, domestic or foreign, permanently or temporarily enjoining, barring,
suspending or otherwise limiting his involvement in any type of business, securities,
commedities or banking activities; and

4. Any director, nominee for election as director, or executive officer being found by a domestic
or foreign court of competent jurisdiction {(in a clvil action), the SEC or comparable foreign
body, or a domestic or foreign exchange or other organized trading market or self- regulatory
organization, to have violated a ‘securities or commodities law or regulation, and the
judgment has not been reversed, ‘suspended, or vacated.

Item 6. Compensation of Directors and Executive Officers
‘ ‘ !
a. Total Annual Compensatloﬁ .

The total annual compensation of the President and the top four highly cofnpensated
executed and to its officers and directors as a group unnamed is as follows:

For 2016
Name & Position Year | Salary Estimated Bonus
Jerry Liu (President) 2016 - o _ P40.0 million P8 million

Anthony Buyawe (CFQ)
Domingo Bonifacio (President
CATS)

Rolando Enriquez (Vice
President CATS)

Jorge Aguilar {President CEC ,
Aggregate compensation paid | 2016 . P45 million £10 million
to all officers and directors as
a Cirtek Group unnamed

For 2017

Name & Position Year . Estimated Salary Estimated Bonus
Jerry Liu (Chairman) 2017 P42 million P8.4 million
Roberto Juanchito Dispo ‘

{President)

Anthony Buyawe (CFO)
Rolando Enriquez (Vice
President CATS)

Jorge Aguilar (President CEC)

Aggregate compensation paid | 2017 | | P48 million P12 miliion
to all officers and directors as ' : ‘
a Cirtek Group unnamed




Item 7.

b. Compensation of Directors

Under the By-Laws of the Corporatlon by resolution of the Board, each director, shall receive a
reasonable per diem allowance for his attendance at each meeting of the Board. As
compensation, the Board shall receive and allocate an amount of not more than ten percent
(10%) of the net income before income tax -of the.corporation during the preceding year. Such
compensation shall be determined and apportioned among directors in such manner as the Board
may deem proper, subject to the approval of stockholders representing at least majority of the
outstanding capital stock at a regular or-special meeting of the stockholders.

As of date, the directors have yet to pas_s.a.resollutlon fixing their per diem.
¢. Standard Arrangements and Other Ari-angféments

There are no other arrangements for compensation either by way of payments for committee
participation or special assignments,

There are no other arrangements for compensation either by way of payments for committee
participation or special assignments other than :reasonable per diem. There are also no
outstanding warrants or options held by the Corporation’s Chief Executive Officer, other officers
and/or directors. ‘

d. Employment Contracts, fermination of Employment, Change-in-Contro!
Arrangements ‘

The Cirtek Group has executed employment contract with some of its key officers. Such
contracts provide the customary provision on job description, benefits, confidentiality, non-
compete, and non-solicitation clauses, There are no special retirement plans for executives.
There is also no existing arrangement for compensation to be received by any executive officer
from the Corporation in the event of change in control of the Corporation.

Independent Public Accountants
The Audit Committee

The Audit Committee is composed of three (3) members, one (1) of whom is an independent
director. It is composed of the following: members;

1. Ernest Fritz Server { Chairman) .
2. Anthony Buyawe (Member)
3. Jerry Liu (Member)

The Public Accountant

The Corporation’s public accountant Is the accounting firm Sycip Gorres Velayo & Co (“SGV").
They are being recommended once again for election, approval, and ratification for the current
fiscal year. As of December 31, 2015, SGV has been the Corporation’s external auditor for five
years with Mr. Ladislao Z. Avila, Jr. as the Partner-in-Charge for the audit years 2011 to 2015.
The Corporation, in compliance with SRC Rule 68, paragraph 3 (b} (iv) re: compliance with the
five (5) year rotation requirement for external auditors, has requested for a new Partner-in-
Charge from SGV to handle its accounts. Mr, Martm C. Guantes has been assigned by SGV as
Part-in-Charge effective 2015 Audit.
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Representatives from SGV attend the Annual Meetitlg of the Stockholders of the Corporation and

are given the opportunity to make a statement if. they so desire. They are also expected to
respond to appropriate questions.

¢. External Audit Fees and Services

Audit and Audit-Related Fees .| 2018 - 2015
Regular audit , R 1,100,000 R 950,000
Special audit i P9, 100 000 & 700,00
Other fees (out-of-pocket expenses) SR ‘ -

Total Audit and Audit-related Fees | R 10 200, 00 ) £ 1,650,000

The Audit Committee approves the pdlicies_ and procedures for the above services by observing
the independence of parties and by carrying out transaction at arms-length basis.

Item 8. Compensation Plans

There are no actions to be taken with respect to én'y plan pursuant to which cash or non-cash
compensation may be paid or distributed.

There are no outstanding warrants and optlons held by any of the Corporation's directors and
executive officers.

C. ISSUANCE AND EXCHANGE OF SECURITIES
Item 9. Authorization or Issuance of Securitles Other than for Exchange

There is no action to be taken with respect authonzatlon or issuance of securities other than for
Exchange,

Item 10. Modification or Exchange of Securities
There is no action to be taken with respect to the modification of any class of securities of the
registrant, or the issuance or authorization for issuance of one class of securities of the registrant
in exchange for outstanding securities of another class.

Item 11. Financial and Other Information
There is no action to be taken with respect to any matter specified in Items 9 or 10 above.

[tem 12. Mergers, Consolidations, Ac'qui,sitiqn‘s and Similar Matters

There are no actions or transactions with respect to any mergers, consolidations, acquisitions or
similar matters that wilt be taken up by the registrant.

Item 13. Acquisition or Disposition of Property
There is no action to be taken up with resliect to the acquisition or disposition of any property.
Item 14. Restatement of Accounts

There is no action to be taken up with respect to the restatement of any asset, capital, or surplus
account of the registrant. .



D. OTHER MATTERS

Item 15. Action with Respect to Report;s

a. The Board in its special meetmgs held last 24 October 2016 and 4 April 2017 approved to
Increase the authorized capital stock of the Corporation by up toOne Billion Four
Hundred Forty Million Pesos (P1,440,000,000.00) in lawful money of the Philippines, or
from Five Hundred Sixty Million Pesos  (P560,000,000.00), divided into five hundred
twenty million (520,000,000) Common Shares with a par value of One Peso (P1.00) per
share and four hundred miliion preferred shares (400,000,000) Preferred Shares with a
par value of Ten Centavos (PO. 10} per share (“Preferred A Shares”), to up to Two Billion
Pesos (P2,000,000,000.00), consisting of up to One Billion Four Hundred Million Pesos
(P1,400,000,000.00) worth of Common Shares with a par value of One Peso (P1.00) per
share and, up to Six Hundred Million Pesos (P600,000,000.00) worth of Preferred Shares
classified into up to One Hundred Forty Million Pesos (P140,000,000.00) Preferred A
Shares with a par value of Ten Centavos (P0.10) per share, and up to Four Hundred
Sixty Million Pesos (P460,000,000.00) New Preferred Shares with a par value of One Peso
(P1.00) per share, the series, classes, preferences, convertibility, voting rights and other
features of which shall be determined: by the Board of Directors.

In view thereof, the following matters shall be presented to the stockholders for their
approval during the Annual Stockholders” Meeting on 26May 2017:(F)increase in the
amount of the authorized capital stock from Five Hundred Sixty Million Pesos
(P560,000,000.00), divided into five hundred twenty million (520,000,000) Common
Shares with a par value of One Peso (P1.00) per share and four hundred million
preferred shares (400,000,000) Preferred. Shares with a par value of Ten Centavos
(P0.10} per share (“Preferred A Shares”), to up to Two Bilion Pesos
(P2,000,000,000.00), consisting of up’ to One Billion Four Hundred Million Pesos
(P1,400,000,000.00) worth of Common Shares with a par value of One Peso (P1.00) per
share and, up to Six Hundred Million Pesos (P600,000,000.00) worth of Preferred Shares
classified into up to One Hundred Forty Million Pesos (P140,000,000.00) Preferred A
Shares with a par value of Ten Centavos (P0.10) per share, and up to Four Hundred
Sixty Million Pesos (P460,000,000.00) New Preferred Shares with a par value of One Peso
(P1.00) per share, the series, classes, preferences, convertibility, voting rights and other
features of which shall be determined by the Board of Directors;{ii)creation ofNew
Preferred Shares, the series, classes, preferences, convertibility, voting rights and other
features of which shall be determined by the Board of Directors;(iii)delegation to the
Board of the the power and authority to: (a) determine the manner (either in one or
more tranches) by which the proposed increase in the Authorized Capital Stock of the
_Corporation will be implemented, and (b) the manner by which the increase in the
Authorized Capital Stock will be subscribed and paid for, such as, but not limited to, a
private placement transaction or- public offering;(iv)delegation to the Board of Directors
of the power and authority to issue from time to time in one or more series the New
Preferred Shares mentioned above, and to determine the issue price of each particular
series of the New Preferred Shares, to fix the number of shares to be included in each of
such series, and to determine the preferences, convertibility, voting rights, features and
other terms and conditions for each such series of the New Preferred
Shares; (v)delegation to the Board of Directors of the power and authority to file such
applications and documents as may be necessary to amend the articles of incorporation
of the Corporation that will give effect to the foregoing resolutions.

Item 16. Matters Not Required to be Submitted

There Is no action to be taken with r}.espe'ct to any matter which is not required to be submitted
to a vote of security holders.
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Item 17. Amendment of Charter, By-Laws or Other Documents
The rationale for the foregoing resolutions/actions are as follows:

Since the authorized capital stock of the Corporation is almost fully subscribed, the Corporation
has very limited ability to raise funds for its business needs. The proposed resolutions above, will
give the Corporation the flexibliity to address needs to increase the authorized capital stock of
the Corporation for purposes of sourcing funds for expanding operations.

The creation of a new class of preferred shares is contemplated in light of potential investors who
prefer to subscribe to shares with additional features.

Should the proposed resolutions above, which envision to Increase the authorized capital stock of

the Corporation and to create a new class of preferred shares, once implemented shall have the
following general effects:

The increase in the authorized capital stbck will result in more number of shares which can be
issued by the Corporation to the public and to its existing stockholders.

The creation of a new class of preferred shares shall provide additional source of funding for the

Corporation. The resulting new class of shares which will not be listed in the Philippine Stock
Exchange. L

Item 18. Other Proposed Action

a, With respect to the proposed increase in the authorized capital stock of the Corporation, the
Board will obtain the consent of the Stockholders to delegate to the Board of Directors the
authority to: (i) determine the manner (either.in one or more tranches) by which the
proposed increase in the authorized capital stock of the Corporation will be implemented; and
(i) the manner by which the increase in the authorized capital stock will be financed and
supported, such as, but not limited to a. private placement transaction (whether by a third
party investor or a related-party investor), and for this purpose, the approval of the majority
of the minority shareholders of the Corporation to waive the requirements to conduct a rights
or public offering of the shares to be subscribed by the related party will be obtained; and

b. With respect to the delegated authority. to. amend the articles of incorporation of the
Corporation to effect the implementation of the increase in the Authorized Capital Stock, the
Board will obtain the consent of the Stockholders to delegate to the Board of Directors the
authority to file such applications and -documents as may be necessary to amend the articles
of incorporation of the Corporation that will give effect to the foregoing resolutions.

Item 19. Voting Procedures

The vote required for the election of Direct_ors and Independent Directors

At all elections of Directors and Independent Directors, there must be present, either in person or
by representative authorized to act by written proxy, the owners of a majority of the outstanding
capital stock. The election must be by ballot if requested by any voting stockhoider or member.
Every stockholder entitled to vote shall have the right to vote in person or by proxy the number
of shares of stock standing, at the time fixed in the by-laws, in his own name on the stock books
of the corporation, and said stockholder may vote such number of shares for as many persons as
there are directors to be elected or he may. cumulate said shares and give one candidate as many
votes as the number of directors to be elected multiplied by the number of his shares shall equal,
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or he may distribute them on the same principle among as many candidates as he shali see fit:
Provided, That the total number of votes cast by him shall not exceed the number of shares

owned by him as shown in the books of the  corporation muitiplied by the whole number of
directors to be elected.

The vote required for the declaration of stock dividends

Under the Corporation Code, no stdck dividend shail be issued without the approval of
stockholders representing not less than two-thirds (2/3) of the Corporation’s capital stock.

The vote required for the increase in the authorized capital stock

Under the Corporation Code, no corporatic‘\n' shalt increase its authorized capital stock unless
approved by stockholders representing at least two-thirds (2/3) of the outstanding capital stock
of the corporation at a meeting duly called for the purpose. '

The vote reqguired for the amendment of the articles of incorporation of the Corporation

Under the Corporation Code, any provision or matter stated in the articles of incorporation may
be amended by the vote of the stockholders representing at least two-thirds (2/3) of the
outstanding capital stock of the corporation.

The method by which votes wil coun d'-

Each shareholder may vote in person ‘or- by proxy by the number of shares of stock standing in
his name of the books of the Corporation. Each share represents one vote. Voting shall be by
balloting. The Corporate Secretary, Atty. Tadeo F. Hilado, shall assist the Corporation’s Stock
and Transfer Agent in counting the votes to bé-casti

No director has informed the Corporatlon of any mtentlon to oppose the matters to be taken up
in the Annual Stockholders’ Meeting, ‘

Vote entitiement of the Common and P[é_ferred Shares of the Corporation

Both common and preferred shares are entitled to one (1) vote per one (1) share. However,
while the common shares are registered with the Securities and Exchange Commission ("SEC")
and listed with the Philippine Stock Exchange (“PSE"), the preferred shares are not registered
with the SEC and not listed with the PSE. -
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PARTIL ]

INFORMATION REQUIRED IN A i’ROXY FORM

(This form shall be prepared In acc‘qrdan_cefwith paragraph (5) of SRC Rule 20)

Item 1. Identification

The Registrant is the person on whose behalf the sor'icitation is made.

The Chairman of the Board of the Registrant shall be appointed as the proxy, and in his absence,
by any substitute proxy designed by him at any meeting of the stockholders, or in the absence of

such designation, the designated Chairman of the meeting of stockholders chosen in accordance
with the Corporation’s By-Laws. :

Item 2. Instruction

a.

The manner in which the form shall be accompllshed including the validation process of such
form, must be clearly discussed.

The form of the proxy Is hereto attached.as Annex “A”, By affixing the signature on the space
provided in the Proxy Form, the stockholder directs the proxy to vote on the agenda items as
expressly indicated by marking the‘P‘roxy Form-with an "X" in the respective boxes for each
matter to be taken up in the meeting, failing which, said proxy shall exercise full discretion in
acting thereon and vote in accordance with the recommendation of Management.
Management recommends a "FOR ALL" vote for all proposais herein.

Proxies must be received by the Corporation no later than 16 May 2017 at its principal office
located at 116 East Main Avenue, Phase V-SEZ, Laguna Technopark, Bifian, Laguna. Proxy
validation shall be conducted by the Proxy Validation Committee composed of the Corporate
Secretary, or his representative, a representative of the Stock and Transfer Agent of the
Corporation, a representative of the Auditors of the Corporation, and a representative from
the Corporation. Proxy validation shall on 17 May 2017.

All proxies will be validated in accordance with the requirements of Section 58 of the
Corporation Code which provides that proxies must be in writing, signed by the stockholder
and filed before the scheduled meeting with the Corporate Secretary, which in this case is no
later than 16 May 2017, Proxies shall be valid and effective for a maximum period of five (5)
years. A proxy executed by a corporation shall be in the form of a board resolution duly
certified by the Corporate Secretary or-in a proxy form executed by a duly authorized
corporate officer accompanied by a Corporate Secretary’s certificate quoting the board
resolution authorizing the said corporate officer to execute the said proxy. Proxies executed
abroad shall be duly authenticated by the Philippine Embassy or Consular Office. All issues
relative to proxies including their validation shall be resolved prior to the canvassing of votes
for purposes of determining a quorum. :

Disclose how the form shall be voted upon in case the same is not properly executed.

Proxies which are not properly executed shall be considered void and shall not be considered
in the counting of the votes. ‘

The matters to be taken up in the meeting shall be enumerated opposite of the boxes.
Likewise, the names of nominee directors shall be enumerated opposite the boxes.
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Item 3. Revocability

The Proxy shall be for a period of five (5) years. It is revocable upon written notice delivered to
the Corporate Secretary of the Corporation. The Proxy shall also be deemed revoked for a
particular meeting when the stockholder personally attends the meeting and signified his
intention to vote his shares.

Item 4. Persons Making the Solicitation

1.

e

The Registrant shall do the solicitation by attaching a copy of the Proxy Solicitation Form (the
form of which is attached hereto as Annex “A") in the Notice and Agenda to be sent to all
stockholders of record. In addition, the Chairman of the Board will also exert efforts, on his
own, to solicit such proxies through email, telephone calls and personal visit to some security
haolders.

None of the regular employees of the Corporation or any other participant in a solicitation
have been or are to be employed to solicit security holders.

No specially engaged employees, representatives or other persons have been or will be
employed by the Corporation to sclicit security holders.

The Corporation estimates that it will spend a total of Two Thousand Five Hundred Pesos
(Php2,500.00) for the printing and reproduction of the Proxy Solicitation Form.

The Registrant shall bear all the direct or indirect cost of solicitation.

There are no settlement agreements between the Corporation and any other participant in the
sclicitation of proxies.

No director has informed the Registrant in writing that he/she intends to oppose any action
intended to be taken by the Registrant during the Annual Stockholders’ Meeting.

Item 5. Interest of Certain Persons in matters to be Acted Upon

Directors and Executive Officers

S

(a) Legal Proceedings — none of the directors are involved in any material pending legal

proceedings where their properties are the subject of such proceedings.

(b) The Incumbent Directors and Officers of the Corporation are:

{ncumbent Directors/Officers (Age)/ Citizenship Position/Period which they had Servi
JERRY LIV Chairman and President
(17 February 2011 lo present)
(68)/ Director
Chinese (17 February 2011 to presenitl)
Chairman
(27 May 2016 to present)
Vice Chairman and Director
S?SBPE(I; TO JUANCHITO (52)/ (4January 2016 to present)
Filipino President
(27 May 2016 to present)
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Vice-President
NICANOR LIZARES (53Y (17 February 2011 to presend)
Filipino Director
(17 February 2011 to present)
Treasurer
ANTHONY BUYAWE (_!_50.)/ ({7 February 2011 to present)
Filipino Director
(17 February 2011 to present)
RAFAEL ESTRADA (64)/ Director
Filipino (31 May 2013 lo present)
(32)/ Director
MICHAEL STEPHEN LIU Filipino (11 May 2015 to present)
(51) Independent Director
MARTIN LORENZO Filipino (17 February 2011 to present)
(73Y Independent Director
ERNEST FRITZ SERVER Filipino (17 February 2011 to present)
(64)/ Corporate Secretary
TADEO F. HILADO Filipino (17 February 2011 to presenf)
Assistant Corporate Secretary
BRIAN GREGORY LIU (30)/ (March 2011 to present)
Filipino Director
{30 March 2015 to present)

(9]

(d)

(e)

Family Relationships

Michael Stephen Liu, current Director, Brian Gregory Liu, current Director and Assistant
Corporate Secretary, and Justin Liu, nominee for Director, are the sons of the Chairman,

Jerry Liu.

Involvement in Certain Legal Proceedings — None of the Directors and Officers are

involved in:

(1) Any bankruptcy petition filed by or against any business of which such person
was a general partner or executive officer either at the time of the bankruptcy or
within two years prior to that time;

(2) Any conviction by final judgment, including the nature of the offense, in a
criminal proceeding, domestic or foreign, or being subject to a pending criminal
proceeding, domestic or foreign, excluding traffic violations and other minor
offenses;

3) Being subject to any order, judgment, or decree, not subsequently reversed,
suspended or vacated, of any court of competent jurisdiction, domestic or
foreign, permanently or temporarily enjoining, barring, suspending or otherwise
limiting his involvement in any type of business, securities, commodities or
banking activities; and

G Being found by a domestic or foreign court of competent jurisdiction (in a civil

action), the Commission or comparable foreign body, or a domestic or foreign
Exchange or other organized trading market or self-regulatory organization, to
have violated a securities or commodities law or regulation, and the judgment
has not been reversed, suspended, or vacated.

Each nominee for election as a director of the Registrant. The following are the
nominees for election to the Board of Directors:

17



Directors:

Jerry Liu a
Roberto Juanchito T. Dispo -
Anthony Buyawe o
Michael Stephen T. Liu

Brian Gregory T. Liu

Justin T. Liu

oA

Independent Directors
7. Ernest Fritz Server
8. Eduardo Lizares

9, Hector Villanueva

Certain Relationships and Related Transactions
Please refer to Note 17 of the Consolidated Financial Statement of the Corporation.
The Liu family, primarily through Camerton, Inc., is the largest shareholder in the Corporation,
and as of 31March 2017 owned 208,888,558 shares, or approximately 49.85% of the
Corporation’s issued and outstanding common shares.
Parties are considered to be related if one party has the ability to control, directly or indirectly,
the other party or exercise significant influence over the other party in making financial and
operating decisions. Parties are also considered to be related if they are subject to common
control. Related parties may be individuals or corporate entities.

In the normal course of business, the Group has entered into transactions with affiliates. The
most significant of these transactions are as follows:

a. Account balances with related parti'éswhich are mainly advances for operating requirements are

as follows: ‘
Amounts Amounts

: | R - owed by owed to Rental
Related parties Year | related partles | related parties deposit
Cirtek Holdings Inc. 2016 $1,809,256 $— $—
{CHD) : : 2015 $1,809,256 $- 4
Cayon Holdings, Inc. 2016 . 5206,284 $73,182 =
2015 | . $206,284 $61,492 -
Camerton, Inc. 2016 | $111,994 - -
2015 | . $33,161 - -
Cirtek Land Corporation 2016 | - $446,970 $1,131,399
(CLO) 2015 ~ - $434,194 | $1,131,399
Officer 2016 | $10,309,041 - -
2015 $8,558,051 — —
2016 | $12,436,575 $520,152 $—
2015 $10,606,752 $495,686 | $1,131,395

The above related parties, except for the officer, are under common ultimate ownership with the
Group. ' o

Amounts owed by and to related parties are non-interest bearing with no fixed repayment terms
but are collectible/payable upon demand.
o 18



Transactfons with CHI, Charmview Enterprises Ltd (CEL) and officer

The amount owed by an officer amouriting to- $7.7 million as of 31 December 2010 was
transferred in 2011 to CEL, the former ultimate parent of CEC and CEIC. CEL now owns 40%
interest in Camerton, the parent of the Parent Company.

The amounts owed by and to CHI as of 31 Décember 2010 represent advances for working

capital lines in the normal course of business when CEC and CEIC were then still subsidiaries of
CHI.

For purposes of seftling outstandmg balances with the Group and as part of corporate

restructuring in preparation for the planned Initial Public Offering (IPQO) of the Parent Company,
on 17 March 2011: ‘

« CHI, CEL and the officer, with the consent of the Group, entered into assignment agreements
whereby CHI absorbed the amounts owed by CEL and by the officer as of 17 March 2011
amounting to $7.7 million and $0:8 million, respectively. .

s The Group, with the consent of the related ‘parfies, entered into assignment agreements
whereby the Parent Company absorbed the amount owed by CEIC to CHI totaling

$3.6 million representing unpaid advances of $2.3 million and dividends of $1.3 m|II|on
(see Note 28) as of 17 March 2011. '

Thereafter, on 18 March 2011, the Parent Compahy and CHI, in view of being creditors and
debtors to each other as a result of the assignment agreements above, entered into a set-off
agreement for the value of the Group's liability aggregating $6.8 million. The amount represents
the above mentioned total liability of $3.6 million and the balance outstanding from the Parent
Company’s purchase of CEC and CEIC amounting to $3.2 mllllon, as revalued from the effect of
foreign exchange rate, _

The amount owed by CHI as of 31' 'December 2016 and 2015 pertains to the outstanding
receivable arising from the assignments and set-off agreements as discussed above.

Transactions with Camerton

Camerton is the majority shareholder of the Parent Company holding 60% interest. Amounts
owed by Camerton as of 31 December 2016 and 2015 pertain mainly to working capital advances
and advances for incorporation expenses of Camerton.

Transactions with CLC and Cayon

CLC is an entity under common ownershlp with the ultimate parent. CEC had a lease agreement
on the land where its manufacturing plant is located with CLC for a period of 50 years starting 1
January 1999. The lease was renewable for another 25 years at the option of CEC, The lease
agreement provided for an annual rental of $151,682, subject to periodic adjustments upon
mutual agreement of both parties.

On 1 January 2005, CEC terminated the lease agreement with CLC but has continued to occupy
the said land for no consideration up to the present with CLC's consent. With the termination of
the lease agreement, the Group has classified the rental deposit amounting to $1.1 million as
current asset as the deposit has become due and demandable anytime from CLC (see Note 9).

Starting 1 January 2011, CEC entered into-an agreement with CLC to lease the land where CEC's
19



Building 1 is erected. The agreement calls for a B640,704 rent per annum for a period of ten
(10) years and renewable thereafter by mutual agreement of the parties subject to such new
terms and conditions as they may then be mutually agreed-upon. Total rent expense charged to
operations amounted to $12,777, $13,515 and $14,434 in 2016, 2015 and 2014, respectively.

CEC also entered into an agreement with Cayon starting 1 January 2011 to lease the land where
CEC’s Building 2 is located., The agreement calls for an annual rental of #582,144 for a period of
ten (10) years and renewable thereafter. Total rent expense charged to operations amounted to
$11,690, $12,025 and $13,114 in 2016, 2015 and 2014, respectively.

20,



F PART III.

SIGNATURE PAGE

I undertake to provide without charge to each person, a copy of the Registrant’s annual
report on SEC Form 17-A, upon written request sent to 116 East Main Ave., Phase V SEZ Laguna
Technopark, Bifnan, Laguna, and addressed to the undersigned. At the discretion of
Management, a charge may be made for exhibits, provided such charge is limited to

reasonable expenses incurred by the Registrant in furnishing such exhibits.

After reasonable inquiry and to the best of my knowledge and belief, I certify that the information set
forth in this report is true, complete and correct. This report is signed in the City of Bifian on 21 April 2017,

CIRTEK HOLDINGS PHILIPPINES CORPORATION

MW

ANTHONY S. BUYAWE
Compliance Officer/Corporate Information Officer

By:

Cirtek Holdings Philippines Corporation
Definitive Information Statement 2017
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ANNEX “A”

CIRTEK HOLDINGS PHILIPPINES CORPORATION

STOCKHOLDER PROXY
(Proxy solicitation is being made by and on behalf of the Company)

The undersigned hereby appoints the Chairman of the Board of CIRTEK HOLDINGS PHILIPPINES
CORPORATION (the “Company™), with full power of substitution and delegation, as the proxy of the undersigned,
to represent and vote all of the shares of common stock of the undersigned in the books of the Company for all matters
to be taken up at all meetings of the Stockholders of the Company, including the Annual Stockholders’ Meeting to
be held on 26 May 2017 and at any and all adjournments or postponements thereof, as fully and for all intents and
purposes, as the undersigned might or could do if present and acting in person, and hereby ratifies and confirms any
and all actions taken on matters which may properly come before said meeting or any adjournment thereof.

In case of absence of the Chairman of the Board and any substitute proxy designated by him at any meeting
of stockholders, the undersigned hereby grants to the designated Chairman of the meeting of Stockholders chosen in
accordance with the Company’s By-Laws, full power and authority to act as alternate proxy of the undersigned, for
the same purposes specified in the preceding paragraphs.

This Proxy shall continue to be in full force and effect for a period of FIVE (5) years from the date hereof,
unless withdrawn by written notice delivered to the Corporate Secretary of the Company, but shall not apply in
instances wherein the undersigned personally attends the meeting.

IN WITNESS WHEREOF, the undersigned has executed this Proxy this day of

(SIGNATURE OVER NAME OF STOCKHOLDER
OR AUTHORIZED SIGNATORY)

Address:

Date:

STOCKHOLDERS’ INSTRUCTIONS TO PROXY FOR THE 26 May 2017
ANNUAL STOCKHOLDERS' MEETING
The Stockholder may provide his/herinstructions to the Proxy here. Should the Stockholder opt not to give instructions, the
Stockholder authorizes the Proxy to vote according to the recommendation of Management:

1. Approval of the Minutes of the 2016 Annua! Stockholders’ Meeting held on 27 May 2016

[] FOR [C] AGAINST [] ABSTAIN

2. Approval of the Audited Financial Staternents for the fiscal year ended 31 December 2016
[C] FOR [ AGAINST [] ABSTAIN

3. Ratification of all acts of the Board of Directors and Management
[ FOR [ AGAINST [] ABSTAIN

4. Approval of the Appointment of Sycip Gorres Velayo & Co. as External Auditor of the Company for 2017



[] FOR [] AGAINST [ ] ABSTAIN

5. Approval of the increase in authorized capital stock, including the creation of a new class of preferred shares, and
delegation to the Board of Directors of the power and authority to implement such increase in authorized capital stock,
and the power and authority to fix the terms and conditions of the new class of preferred shares

[] FOR [] AGAINST [] ABSTAIN

N

Election of NINE (9) Directors including at least TWO (2) Independent Directors

The nominees for election as directors/independent directors are:

1. Jerry Liu 5. Michael Stephen Liu
2. Roberto Juanchito T. 6. Brian Gregory Liu
Dispo 7. Emest Fritz Server (/ndependent
3. Anthony S. Buyawe Director)
4.  Justin Liu 8. Hector Villanueva (/ndependent
Director/Regular Director)
9. Eduardo Lizares (Independent
Director/Regular Director)

[JFOR ALL (] EXCEPTION:

(] WITHHOLD FOR ALL

Instructions:

held as of the Record Date.

1. The Stockholder may withhold authority to vote for any or some nominee(s), by marking the exception box and writing the
name(s) of such nomince(s) on the space provided. If the Stockholder designates exception(s), thc number of shares to be
distributed to each of the remaining nominees must be indicated on the spaces provided beside each nominee’s name.

2. The total number of votes which a stockholder may cast is equal to nine (9) times the number of shares of common stock

GENERAL INFORMATION AND INSTRUCTIONS

1. Solicitation Information

Solicitation of proxies for the meelings of stockholders is being made
by and on behalf of the Company.

The cost and expenditures incidental to the proxy solicitation will be
borne by thc Company.

2. Interest of Certain Persons in or Opposition to Matters to be
Acted Upon

No director or officer of the Company or nominee for election as
director/independent director or officer of the Company has any
suhstantial interest, directly and indirectly, by security holdings or
olherwise, in any matter 10 be actcd upon at the Annual Meeting of the
Stockholders, other than election to office

No director has informed the Company in writing that he intends to
oppose any aclion (o be taken at the Annua! Stockholders Meeting of
the Company.

3. Submission of Proxy

a. The proxy form must be completed, signed and dated by the
stockholder or his duly authorized representative, and received at 116
East Main Avenue, Phase V-SEZ Laguna Technopark, Bifian, Laguna,
4024 not later than 16 May 2017,

b. If the shares of stock are owned by two or more joint owners, the
proxy form must be signed by all the joint owners,

¢. If the shares of siock are owned in and “and/or” capacity, the proxy
form must be signed by either one of the owners.

d. I the shares of stock are pwned by a corporation, association or
partnership, the proxy form must be accompanied by a certification,
signed by a duly authorized officer, partner or representative of such
corporation, asSociation of partnership, to the effeet that the person

signing the proxy form has been authorized by the goveming body or
has the power pursuant to the By-Laws, constitutive documents or duly
approved pelices of such corporation, association or partnership for
such purpose.

4, Revocation of Proxy

An owner of shares of slock who has given a proxy has the power Lo
revoke it by a written instrument duly signed and dated, which must be
received by the Corporate Secretary not later than the last day for the
submission of proxies as indicated in the Notice 1o Stockholders. A
proxy is also considered revoked for a particular meeting if an
individual stockholder attends the meeting in person and expresses his
intention to vole in person,

5. Validatiun of Proxies

The last day for validation of proxies for the Annual Stockholders’
Meeting is on |7 May 2017. Validation of proxies will be done by the
Proxy Validation Committee eomposed of the Corporate Secretary of
the Company, a representative from the siock and transfer agent of the
Company, a representative from the external auditor of the Company
and a representative from Lhe Company.
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PART I BUSINESS AND GENERAL INFORMATION
ITEM 1 BUSINESS

Cirtek Holdings Philippines Corporation (CHCP or the Company) through its subsidiaries, Cirtek Electronics
Corporation (CEC) and Cirtek Electronics International Corporation (CEIC), (collectively the Cirtek Group),
is primarily engaged in two major activities: (1) the manufacture and sales of semiconductor packages as
an independent subcontractor for outsourced semiconductor assembly, test and packaging services, and
(2) the manufacture of value-added, highly integrated technology products. CEC provides turnkey
solutions that include package design and development, wafer probing, wafer back grinding, assembly
and packaging, final testing of semlconductor devices, and delivery and shipment to its customers’ end
users, CEC has over 64 regular customers spread out in Europe, the US and Asia. CEIC sells integrated
circuits principally in the US and assigns the production of the same to CEC. CEIC recently acquired
Remec Broadband Wireless Inc. (RBWI), recently renamed Cirtek Advanced Technologies and Solutions,
Inc, (CATS), a proven Philippine-based manufacturer of value added, highly integrated technology
products. CATS offers complete "box build" turnkey manufacturing solutions to RF, microwave, and
millimeter wave products used in the wireless mdustry such as telecommunication, satellite, aerospace
and defense, and automotive wireless devices.

The Cirtek Group has earned a strong reputation from |t5 customers for its high-quality products,
production flexibility, competitive costing and capablllty to work with customers to develop application
and customer specific packages. The Cirtek Group has been accredited and certified by several
international quality institutions, namely TUD SUD Management Service GmbH, TUV Product Service Asia
Ltd., Taiwan Branch, Defense Supply Center & British Approval Board Telecom, for the latest quality
system standards, which include 1509001, 15014001 and QS9000/TS16949.

The Company’s principal office is located at 116 East Main Avenue, Phase V-SEZ, Laguna Technopark,
Binan, Laguna. :

The Company was registered with the SEC on February 10, 2011, with an Initial authorized capital stock
of £400,000,000 divided into 400,000,000 comman shares with a par value of One Peso (R1.00) per

share. Of the authorized capital stock, 30% equwalent to 120,000,000 shares or £120,000,000.00 was
subscribed and fully paid-up.

On February 17, 2011, the Company’s Board of Directors and Stockholders approved the acquisition from
CHI of 155,511,952 common shares (representing 99.99% of the outstanding capital stock) of CEC and
50,000 shares (representing 100% of the outstanding capital) of CEIC. On March 1, 2011, the two (2)
deeds of sale were executed by the Company.and CHI in order to implement the transfers.

Corporate Name o Date of Incorporation

Cirtek Electronics Corporation- . - 'May 31, 1984

Cirtek Electronics International Corporatlon - ~ April 4, 1995

In 2016, the Cirtek Group had total revenues of US$74 mllllon and net income of US$7.6 million. As of

December 31, 2016, the Cirtek Group had total assets of US$122 million and total liabilities of
UsS$97.3million.



CORPORATE STRUCTURE

Corporate Structure

Llu Family (1009%)

Liu Family {100%]

Carmetheus Holdings, Inc.

CharmviewEnterprises, Ltd.
- (40%)

{60%.,)
N

[

Camerton Inc. {50%)*

~

Public Shareholders {50%)

Cirtek Holdings Philippines
Corporation -

100% |

Cirtek Electronics
Corporation

| 100%

Cirtek Electronics
International Corporation

Cirtek Advanced Technologies
and Solutions, Inc. (BVI1}

CirtekAdvanced Technalogies
" and Solutions, Inc.
(Philippine branch)

RBW Realty and Property, Inc.

* Camerton has 50% economic interest and 74.4% yoting rights

Cirtek Electronics Corporation

CEC was incorporated with the SEC on May 31, 1984 prlmarlly to engage as an independent

subcontractor for semiconductor assembly, test and packaglng services,

Prior to the Company’s acquisition of CEC in 2011 CEC was ma]orlty-owned by Charmview, a holding
company incorporated in the British Virgin Islands on November 1, 1994 and is owned by the Liu family,
wherein the US$50,000 authorized capital stock is dr\nded equally among Jerry Liu, Nelia Liu, Michael Liu,

Justin Liu and Brian Gregory Liu.




In March 24, 2008, Charmview and CHI entered into a Share Swap Agreement whereby Charmview
transferred all of its interest in CEC, constituting 155,511,959 common shares, to CHI in exchange for
50,000 common shares of stock of CHI, As a result of the share swap, CEC became a subsidiary of CHI.

On March 1, 2011, CHI and the Company‘exe:cuted the Deed of Absolute Sale of Shares wherein CHI
transferred all of its 155,511,959 shares in CEC in favor of the Company for and in consideration of
£130,000,000, making CEC a wholiy-owned subsidiary of the Company.

CEC owns the manufacturing plants in Technopark as well as machinery such as bonder, auto test
handier, optical inspection system, wafer back grinder, mold set, and other machinery necessary for the
manufacture, assembly and testing of semiconductors..

CEC was previously registered with the Board of Investments (BOI) under Presidential Decree No. 1789,
as amended by Batas Pambansa Blg. 391, as a preferred pioneer enterprise for the manufacture and
export of integrated circuits. As a registered enterprlse CEC was entitled to certain tax and nontax
incentives provided for in PD 1789,

On March 24, 1998, the Philippine Economic Zone Authority {PEZA) approved CEC's registration as an
ecozone export enterprise at the Laguna Technopark: for the manufacture of standard integrated circuits,
discrete, hybrid and potential new packages. Beginning October 30, 2002, the manufacture and export
of integrated circuits, discrete and hybrid transferred to PEZA from BOIL. Since its income tax holiday
incentive expired in 2003, CEC Is subject to tax at the preferential rate of 5% of its gross income in
accordance with Republic Act No. 7916, the law creating the PEZA. In order to maximize the incentives
granted under Republic Act No. 7916, CEC applied for the registration of its new products and was
granted income tax holiday therefor from 2003 to 2005.

On April 27, 2011, PEZA approved CEC's application for the registration of a new project involving the
manufacture of devices which will be used as components for smart phones, automotive sensor
applications, battery chargers, and lndustrlal appllcations

Clirtek Electronics International Corporation

CEIC was incorporated under the International Business Companies Act of the British Virgin Islands on
April 4, 1995. CEIC was incorporated with primarily purpose of selling integrated circuits principally in the
United States of America and subcontracts the production of the same to CEC.

Beginning June 8, 1995, CEIC after securing the sales from its customers abroad, would subcontract the
assembly, test and/or packaging of the devices to CEC pursuant to a Master Subcontractor Agreement.
Under said agreement, CEIC issued purchase orders to CEC stating therein the type of product it will
require, the quantity, delivery date and destination together with such other instructions the former may
have. In consideration for its services, CEC was pald a service fee depending on the services contracted
for a particular purchase order.

Prior to the Company’s acquisition of CEIC in 2011, CEIC was majorlty-owned by Charmview. In March
24, 2008, Charmview and CHI entered into a Share Swap Agreement whereby Charmview transferred all
of its interest in CEIC, constituting 50,000 common shares, to CHI in exchange for 50,000 common
shares of stock of CHI. As a result of the share swap, CEIC became a subsidiary of CHI,

On March 1, 2011, CHI and the Company executed the Deed of Absolute Sale of Shares wherein CHI
transferred all of its 50,000,000 shares in CEIC in favor of the Company for and in consideration of
R130,000,000, making CEIC a wholly-owned subsidiary of the Company.

After the reorganization, the Company became the. parent company of both CEC and CEIC while CHI
remains a holding company of the Liu fam:ly, whlch no: Ionger forms part of the post-reorganization
structure of the Company,



CEC PRODUCTS

CEC offers a broad range of products that go into various applications. The end application covers
practically everything from consumer products to high reliability industrial and military products.

The following are CEC's product lines:

1. Protection products

These products are designed to protect electrohic devices from damaging voltage or current spikes.
These are in multi-chip SOIC packages, with up to 32 diodes in a single unit.

2. Light sensors

These optical devices sense the intensity of light and trigger the automatic switching on and off of
headlights and the automatic adjustment of air condntlonlng settings in cars. The package is a
transparent custom-body QFN,

3. Real time clock

These are precision time keeping devices which contain features like calendars, time of day, trickle
charger and memory functions. These devices come wrth tuning fork cylindrical crystals and are
packaged in 16/20L SOIC 300m|l body version. . .

4. Voltage control oscillators (VCO)

This is an electronic oscillator that is designed to be .controlled in oscillation frequency by a DC voltage
Input. Signals may also be fed into the VCO to cause frequency modulation or phase modulation.

5. Electronic Relays

These are opto relays that are used in controlling high voltage and high power equipment. The control is
achieved through the physical isolation of high voitage output and the low voltage input side of the
device protecting the circuit components and the users.  These are packaged in PDIP with an LED and a
driver IC coupled together, without electrical connection between them,

6. Power management devices

These devices are used in a wide range of power, fnanagément applicatfons from telecommunications,
industrial equipment, portable devices, computers, and networks These are packaged in SOIC with the
die pad exposed.

CEC MANUFACTURING PROCESS FLOW

The Company, through its subsidiary CEC, assembles "and tests semiconductor devices at its
manufacturing complex located on a 12,740 square meter property in Bifian, Laguna. CEC currently
leases the property from Cirtek Land, Inc. and Cayon Holdings, Inc., both of which are majority owned by
one of the Company’s directors, Nelia T. Liu. CEC’s manufacturing facility is composed of two buildings,
with a total floor area of 152,000 square feet.



Process Flow

The figure below illustrates the typical manufacturlng process for the back-end production of
semiconductor products:
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The back end semiconductor operation starts with package design and development. The design phase
pertains to a.) the determination of the typé of package to be used that conforms to industry standards,
b.) the substrates that will match the intended package, and c.) the material set that will be used to meet
customer specifications. This is followed by tooling selection and ordering.



The development process follows a systematic approach which takes into account the standards required
by the end user product. Advanced quality planning is made part of the process to ensure that the critical
quality characteristics are fully understood, characterized and tested. Customers are involved as they
have to approve the design and any changes that will happen later in the development stage.

The development is only deemed complete once critical pi'ocesses are proven capable and qualification
units and lots are produced and tested for reliability internally and or by the customers.

The fundamental package assembly process starts after the Company receives the wafer silicon from
customers. Pre-assembly, the wafers are back grinded to the desired thickness, probed for electrical
perfarmance and then sawn to dice the wafers to its individual chip size following customer requirements.
The individually sawn dies are then mounted on a.copper substrate typically using epoxy adhesives.
Other packages made by the Company however, may require other mounting adhesives for enhanced
functional performance. Examples of these include, E0201 DFN (used in smart phones) which requires a
gold eutectic process or the PQFN (used in charges) which requires solder paste.

The interconnection between die to leads is normally done using gold fine wire. Power packages
however use copper clips for higher electrical conductivity. The parts are then encapsulated by an epoxy
molding compound, which are usuaily opaque.

The parts are then electroplated for protection of the metal.leads, trimmed and formed into its final
shape or sawn into its final dimensions in the case of 0201DFN, QDFN and PQFN.

These assembled units are electrically tested for functional screening. The good parts are then packed
per customer specifications and shipped to its mtended destlnatlon

Customers may opt to contract for the entire process ﬂow or for portions thereof, as well require
changes, subject to mutual consent to suit the customers’ product needs.

CATS PRODUCTS

CATS offers a broad range of microwave prodicts that go into various applications. The end application
covers microwave/wireless solutions for carrier and- private data networks catering mobile backhaul,
service provider, education, enterprise, government/municipalities and healthcare.

In March 2016, CATS begun commercial shlprﬁént to Qumte;, a leading innovator of efficient and space-
saving base station antennas used for cellular networks.

The following are CATS' major products:

1. CTTODU

The CTTH QDU is available in 6L, 6U, 7GHz, 8GHz, ‘llGHz, 13GHz, 15GHz, 18GHz, 23GHz, 26GHz,
28GHz, 32GHz and 38GHz. The CTTH QDU supports QPSK to 256QAM modulation and 7MHz to 56MHz
channe! bandwidth. , .

2, IRFU

The Indoor RFY is available in L6, U6, 7GHz, 8GHz, and 11GHz frequency bands. The channel spacing
supported for North American ANSI rates. is between 3.75 MHz and 60 MHz. The channel spacing
supported for ETSI rates is between 7 MHz and 56 MHz.’



3. OIPR

The OIPR is available in 6L, 6U, 7GHz, 8GHz, 11GHz, 13GHz, 15GHz, 18GHz, 23GHz, 26GHz, 28GHz,
32GHz and 38GHz. The supported modulation is QPSK to 256QAM. The channel spacings supported for
North American ANSI rates is between 10MHz and 50 MHz. The channel spacings supported for ETSI
rates are 7MHz, 14MHz, 28-30MHz, 40MHz and 56MHz.

4. FLEX4G-UHA

Flex4G-UHA-UHA operates in the 71-76/81-86 GHz frequency range in compliance to ECC/REC 05/07
Recommendations and is subject to use based on each EU member country’s individual regulations for
operation in this band. The FLEX4G-UHA uses BPSK modulation and supports a maximum data rate of
1,000 Mbps in a 1,250 MHz channel.

5. SMART ANTENNAS

Multi-port. multi-band wireless antennas that are offered with various combinations of ports and lengths.
The product supports various access technologies (4G LTE, 3G, 2G).

CATS MANUFACTURING PROCESS FLOW

The Company assembles and tests microwave products at its manufacturing complex located on a 12,740
square meters property in Bifian, Laguna. CATSI currently ieases the property from Cirtek Land, Inc. and
Cayon Holdings, Inc., both of which are majority owned by one of the Company’s directors, Nelia T. Liu.
The manufacturing facility is composed of two buildings, with a total floor area of 152,000 square feet.



Process Flow

The figure below illustrates the typical manufact:uring process for the production of microwave products:
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The manufacturing process starts with business and product development. The business development
pertains to a) RFQ (Request for Quote) from customer.and. b} custorner approval. Cnce the customer
approves the quote, product development proceeds. The product development pertains to a) NPI (New
Product Introduction} and b) bill of materials selection. During NPI, the factory will qualify the product
and the process (to manufacture the product). The NPI process is considered completed once critical
processes are proven capable and qualification units are produced and tested for reliability internally and
or by the customers. If NP1 is successful, the bill of materlals is finalized. This includes the product BOM,
fixtures and packaging. Mass production foIIows ‘

The fundamental assembly process starts with PCBA (Prmted Circuit Board Assembly). Solder paste is
applied to the PCB, followed by placement .of components during SMT pick and place. The populated
board is then loaded to the reflow oven for solder paste curing. After the oven reflow, the board
undergoes AQI {Automatic Optical Inspection). All. boards with reject {assembly rejects, i.e. missing
compohents, wrong part mounted, tombstone, insufficient solder, mis-oriented, tilted, etc.) during AQI
are reworked. All boards without rejects proceed to 2™ operation or manual soldering (if required).

Some modules/sub-assembly boards from PCBA undergo MIC process {Microwave Integrated Circuit).
During this process, a component (MMIC) is-attached or mounted to the board with epoxy, either
manually or automated. The board is then cured to the required temperature depending on the type of
epoxy used. Wirebond/gapweld is performed depending on the required assembly drawing. Inspection
follows to ensure conformance to the assembly drawing.

The modules/sub-assembly boards wilf then undergo test and tune (if required). All passing modules are
then integrated to form the ODU (final product) during Top level assembly. System level testing follows
(Calibration and Parametric test, Bit Error Rate (BER) Test etc) The ODUs should conform to the
specifications set by the customer.

Finished products are then packed per custom'ef speéific_ations and shipped to the intended destination.

The figure below illustrates the typical manufacturing process for the production of multiport antennas:



Multiport Antennas Proces flow chart
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CUSTOMERS

Beginning in 1984 with 3 customers, the Cirtek Group has significantly grown its customer base to over
70 major and regular customers as of present date. The Cirtek Group’s Company’s customers are located
in various countries, with the bulk of revenues contributed by customers located in Europe and the United
States of America. The figure below illustrates the geographic distribution of customers by revenue
contribution, over the past 2 years.

% Contribution to Revenue Per Region

2015, 2016

2015 2016
Asla 17% - 19
Europe 28% - 26
USA 54% 55

The Company is not dependent upon a single customer or a few customers or industry, the loss of any of
which would have a material adverse effect on the Company. Neither is the Company reliant on any
specific industry since its products have varied applications in different industries. However, in 2018,
Quintel contributed 26% of the Company’s total revenues.

MARKETING

The Company appoints non-exclusive sales agents afqund the globe to promote its products and services.
These agents help promote and maintain strong: relationships by working closely with- customers to
address and resolve quality issues and communhicate timely responses to specific requirements and

delivery issues. The Company through its subsidiaries currently maintains a sales director in the USA and
sales agents in the USA, Europe and Asia.

Cirtek also performs marketing research for techhology devélopment by working closely with its
customers through collaboration, conducting surveys and gathering market trends to keep the Company
abreast of new packaging techniques and product introductions.

SUPPLIERS

Direct materials used by the Company In the manufactunng process are lead frames, molding compound,
wires (gold and copper) and epoxy adhesives.. Silicon wafers are provided by Cirtek's customers.

These direct materials are sourced abroad,' malnly from Hongkong, Singapore, Malaysia and Korea.
Shipment is mostly by air, except for the molding compound, which is by sea because of its weight. In

order to mitigate the risk of shortage of these direct materials, the Company has at least two suppliers
for each material. ‘



COMPETITORS IN THE INDUSTRY

CEC

The assembly and testing segment of the semiconductor industry {s highly competitive. The Company’s
competitors in the semiconductor space include IDM’s with their own in-house assembly and testing
capabilities, and similar independent semiconductor assembly and test subcontractors, located in the
Philippines and in the Asia-Pacific region. Among the Company’s competitors are Amkor Technology in
Korea and in the Philippines; ASE, Orient Semiconductor Electronics, Ltd., Siliconware Precision Industries
Co., Ltd in Taiwan; Unisem and Carsem Semiconductor in Malaysia; Hana Microelectronics in Thailand;
STATS ChipPac Ltd. in Singapore, and other Chinese subcontractors such as Diodes Inc. and JCET.

The principal areas of competition are pricing and product quality. The Company believes however, that
it has an advantage over its competitors not only in the above-mentioned areas but also because of the
following reasons: advanced packaging technology in multiple component products; focus on jointly
developed application-specific packages; dedrr:ated line serwces, and quick turnaround time on customer
requirements,

CATS

The Company's competitors in the RF/Satcom EMS'space' include large OEMs with international presence
such as Benchmark Electronics, Plexus, Flextronics, and MTI Electronics. Among the Company's local
competitors for certain product lines are Ionics and IMI.

The Company believes is competitive strength lies in its ability to provide complete turnkey solutions for

complex, box build electronic and microwave products. = The Company also believes it has unique

RF/microwave expertise to deliver vertically |ntegrated products from components to modules and system
levels. ‘

EMPLOYEES

As of March 31, 2016, the Cirtek Group has 1,735 regular empioyees

Position : . Total
Managers and Executives - . .42
Engineers Lo 40
Administration ' L -39
Other support Cirtek Groups- . 538
Rank and File ' R - 1,094
Total : 2,807

The Cirtek Group is not unionized. Howeéver, to foster better employee-management relations, the Cirtek
Group has a labor management council ("LMC”) composed of committees with representatives from both
labor and management. These committees include the committee on employee welfare and benefit,

employees cooperative committee, employee d|5C|pI|ne committee and sports and recreation committee,
among others, .

LMCs are established to enable the workers to participate: in policy and decision-making processes in

establishment, in so far as said processes will directly affect their rights, benefits and welfare, except
those which are covered by collective bargaining agreement or are traditional areas of bargaining. The
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scope of the council/committee’s functions consists of information sharing, discussion, consultation,
formulation, or establishment of programs or projects affecting the employees in general or the
management. ‘

INTELLECTUAL PROPERTY

The Company does not believe that its operations are dependent on any patent, trademark, copyright,
license, franchise, concession or royalty agreement.

RESEARCH AND DEVELOPMENT

Research and development work is perforfned by a team of over 40 experienced engineers with skills
developed internally and Jearned from previous work experiences. Skills are brought in through hiring
when necessary while training is a continuing concern to hone the skills of the technical staff.

The Company, through CEC and CATS, has successfully cooperated with customers on many projects, co-
developing with them new technology that are customer specn‘" c that will ensure continuing engagement
by the customers. This approach ties up customer with- the Company over a iong period of time
generating revenues from a captive market.

The Company's technology roadmap covers material development and process improvement to improve
on cost and to help maintain the margins. The latest materials are identified to meet ever increasing
demand for higher quality and lower cost. These are product-application specific that are jointly co-
developed with the customers bringing benefits to both parties.

The same technology roadmap resulted in bringing down the material and labor cost. For 2012, there
was a reduction of 0.5% in cost of sales from new material developed.

Although the Company engages in researcH'and de\ielopment activities, the expenses incurred by the
Company in connection with these activities are not material.

GOVERNMENT APPROVAL AND PERMITS

All government approvals and permits |ssued by the" approprlate government agencies or bodies which
are material and necessary to conduct the busmess and operations of the Company, were obtained by
the Company and are in full force and effect. As a holding company, the Company is only required to
obtain a mayor's permit, which was issued tc the Company on March 4, 2012 by the City of Bifian,
Laguna. Such mayor's permit is required to, be- renewed within the first twenty (20) days from the
beginning of January of the following year. .

REGULATORY FRAMEWORK

As a PEZA-registered entity, CEC and CATS are required to submit periodic financial and other reports.
CEC is also required to submit quarterly, semi-annual and annual reports to the Department of
Environment and Natural Resources as part of its Environmental Compliance Certificate requirements.
The failure to comply with these reports and with any other requirements or regulations of these
government agenctes could expose CEC and CATS to penalties and the revocation of the registrations.

CEC and CATS ensures compliance with these requirements by assigning dedicated personnel to monitor,
prepare the necessary filings and liaise with the relevant government agencies.
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ITEM 2 PROPERTIES

The Company, through its subsidiary, owns the manufacturing plants in the Laguna Technopark as well
as machinery such as bonder, auto test handler, optical inspection system, wafer back grinder, mold set,
and other machinery necessary for the manufacture, assembly and testing of semiconductors. All of these
properties are free and clear of liens, encumbrances and other charges, and are not subject of any
mortgage or other security arrangement. '

ITEM 3 LEGAL PROCEEDINGS
There are no pending legal cases against the Company and its management that will have immediate

material effect on the financial position and operating results of the Company.

ITEM 4 SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No stockholders’ meeting was held between the period June to December, 2016.
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ITEM 5

PART II - OPERATIONAL AND FINANCIAL INFORMATION

MATTERS

MARKET FOR ISSUER'S COMMON EQUITY AND RELATED STOCKHOLDER

The registrant’s common equity is principally traded in the Philippine Stock Exchange (PSE). The high

and low sales prices for every quarter ended are indicated.in the table below:

2016

2017

HIGH Cow HIGH LOW
Q1 20.75 17,20 24.00 22.05
Q2 20.60 " 15,90
Q3 24.00 15.40
Q4 23.40 22.25

The price of the Corporation’s common shares as of March 31, 2017 and April 20, 2017 trading dates
were PhP23.7 per share and PhP23.5 per share, respectively.

The number of Shareholders of record as of March 31, 2017 is‘27.

Recent sales of unregistared or exempt securities fnc/ud/ng recent issuance of securities constituting an

exempt transaction

The Corporation has not sold any unreglstered or exernpt securities including recent issuances of
securities constituting an exempt transactlon

Top 20 Smckho/dem of Record holding Common Shares as of March 31, 2017

e

Percentage of

Stockholder Name Number of Shares Held Sharehelding

Camerton, Inc. 208,888,558 49.85
PCD Nominee Filipino 143,816,827 34.32
Cirtek Electronics Corporation 49,371,700 11,78
PCD Nominee Non-Filipino 16,806,610 4.01
Ambrosio 1. Makalintal or Maripi A.

Makalintal 94,089 .02
Beant Singh Grewal 37,000 01
Anna Loraine M. Mendoza 17,500 0
Pio Ma. Victor H. Garayblas 15,000 0
Raymond Alvin M. Mendoza 13,100 0
Myra P. Villanueava 2,000 0
Stephen G. Soliven 535 0
Julius Victor Emmanuel D. Sanvictores 145 0
Owen Nathaniel S. Au ITF Li Marcus Au 106 0
Joselito C. Herrera 100 0
Jesus San Luis Valencia 62 0
Dondi Ron R. Limgenco 11 0
Robert Juanchito T. Dispo 1 0
Anthony 5. Buyawe 1 0
Brian Gregory Liu 1 0




Jerry Liu 1 0
Justin T, Liu 1 0
Michael Stephen Liu 1 0
Nicanor P. Lizares 1 0
Martin Lorenzo 1 0
Ernest Fritz Server 1 0
Total - 419,063,353 100
Top 20 Stockholders of Record holding Preferred Shares as of March 31, 2017
Percentage of
Stockholder Name Number of Shares Held Shareholding
Camerton, Inc. 400,000,000 100
Total '_ 400,000,000 100
Dividend's Deciaration

On January 28, 2016, the Parent Company’s BOD approved the declaration of cash dividends of $0.0050
per share for each of 419,063,353 fully paid and issued common shares and $0.000021 per share for
each of the 400,000,000 outstanding preferred shares, amounting to an aggregate sum of $2,100,000,
for payment and distribution on February 29, 2016 to shareholders of record of February 12, 2016. The
cash dividend shall be paid in Philippine Peso at the BSP exchange rate one day prior to payment date.

On June 9, 2016, the Parent Company’s BOD -approved the declaration of cash dividends of $0.00362 per
share for each of 419,063,353 fully paid and issued common shares and $0.000001 per share for each of
the 400,000,000 outstanding preferred shares, amounting to an aggregate sum of $1,520,000, for
payment and distribution on luly 7, 2016 to shareholders of record of June 23, 2016. The cash dividend
shall be paid in Philippine Peso at the BSP exchange rate one day prior to payment date.

There are presently no restrictions that fimit the payment of dividend on common shares of the
Corporation. : ' :

Owners of record of more than 5% of the Corporation’s voting securities as of March 31 2017:

Name of - Citizenship

Title of Name, Number of Shares %/ of Class
Class Address of Beneficial Held
Record Owner and

Owner, and | Relationship

Relationship | with Record

with Issuer Owner :
Common | Camerton, Camerton, Filipino :

Inc. Inc. ‘ ' 208,888,558 49.85
Common | PCD Nominee | PCD Nominee Filipino

Corporation Corporation 143,816,827 34.32
Common | Cirtek Cirtek - Filipino 49,371,700 11.78

Electronics Electronics

Corporation Corporation
Common | Total 402,077,085 95.95%




-

Under PCD account, the following participants hold shares representing more than 5% of the company's
outstanding common shares

Number of Shares

Participant Percentage
Guild Securities 67,072,828 19%
Citibank N.A. 27,561,862 6.6%
Title of Name, Name of Citizenship Number of Shares Held | % of Class
Class Address of Beneficial
Record Owner and
Owner, and |Relationship
Relationship |with Record
with Issuer Owner .
Preferred | Camerton, Camerton, Filipino 400,000,000 100
Inc. Inc. ' .
Preferred | Total 400,000,000 100%
ITEM 6 MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION
Overview

Cirtek Holdings Philippines Corp. (CHPC), through its subsidiaries Cirtek Electronics Corp. {CEC) and
Cirtek Electronics International Corp. (CEIC), provides a broad range of assembly and testing services for

various semiconductor devices and complex RF, microwave, millimeter wave, and advance antenna
systems. :

CHPC through its subsidiaries harnessﬁes more than 5;'3'years: of combined operating track record. The
Company’s products cover a wide range of. applications and industries, including communications,
consumer electronics, power devices, computing, automotive and industrial.

Factors Affecting the Company’s Results of'0perat'io'ns and Financial Conditions

Cyclical Nature of the Electronics Industry

The worldwide electronics industry has expenenced peaks and troughs over the years.
2013, the market has experience sungle—dlglt growth

From 2011 to

Market Conditions for End-User App/fcaﬁon of E/ecz‘ronfcs _

Market conditions in the electronics industry, to a large degree, track those for their end-user
applications. Any deterioration in the market conditions for the end-user applications of semiconductors
that the Company assembles and tests may reduce demand for our services and, in turn, materially
adversely affect our financial condition and results of operations,

The Company has a diversified customer base that operates in different industry spaces. Because of this,
the Company’s products are likewise used in different industries; this mitigates the effect of downturn in
certain industries to the Company's operating results and financial outcomes. Customers are also



geographically diverse among Europe, U.S. and Asia; thuS, the Company is not dependent on a single
geographical market.

Compelitive Selling Prices of Semiconductor and RfyMicrowave Products

The semiconductor industry is characterized by a geheral decrease in prices for products and services
over time as a result of product and technology Iife_cycles,.

The Company constantly reviews and makes innovations in its product and assembly techniques to

improve yield and optimize productivity, The Company also prepares cost-reduction roadmaps which it
eventually pres Basis of Preparation.

The consolidated financial statements of the Group are prepared on a historical cost basis except for
derivative liability and financial asset at fair value through profit or loss (FVYPL) which is carried at fair
value, The consolidated financial statements are presented in United States (US) dollars ($), which is
also the Group’s functional and presentation currency. Each entity in the Group determines its own
functional currency and items included in the consolidated financial statements of each entity are

measured using that functional currency. All amounts are rounded off to the nearest US dollar except
when otherwise indicated. ‘ _ ‘

Basis of Presentation, Statement of Comphance, Ba5|s of .Consolidation and Summary of Significant
Accounting Policies ‘

Basis of Preparation

The consolidated financial statements of the Group are prepared on a historical cost basis except for
financial assets at FVPL which are carried at fair value, The consolidated financial statements are
presented in United States (US) dollars ($), which is the Parent Company’s functional and presentation
currency. All amounts are rounded off to the nearest US dollar-except when otherwise indicated.

Statement of Compliance ‘ ' '

The consolidated financial statements of the GrOUp have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS) as issued by the Financial Reporting Standards Council (FRSC).
PFRS includes statements named PFRS, Philippine  Accounting Standards (PAS) and Philippine
Interpretations of International Financlal Repor'ti'ng Interpretations Committee (IFRIC) issued by FRSC.

Basis of Consolidation

The consolidated financial statements comprise the Fnanc:al statements of the Parent Company and its
subsidiaries as of December 31, 2016and 2015 (see Notes 1 and 4):

: ‘ Percentage of Ownership
Country of 2016 2015

Incorporation ' Direet  Indirect Direct Indirect
CEC Philippines I 100 - 100 -
CEIC British ~ Virgin Islands
(BVI) o 100 - 100 -
CATS (formerly known as ' o
RBWT) BVI ‘ . a - 100 - 100
CATS - Philippine Branch Philippines - S - - 100 - 100
Remec Broadband Wireless C '
Real Property(RBWRP)  Philippines S - 100 - 100



Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if, and only if, the Group has:

* Power over the investee (i.e. existing rights that-give it the current ability to direct the relevant
activities of the investee);

. Exposure, or rights, to variable returns from its mvolvement with the investee; and

. The ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and cwcumstances in assessmg whether it has power over an investee,
including

. The contractual arrangement with the other vote holders of the investee;
. Rights arising from other contractual arrangements
. The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control. Consolidation of a subsidiary begins
when the Group obtains control over the subsidiary and ceases when the Group loses control of the
subsidiary. Assets, liabilities, Income and expenses of @ subsidiary acquired or disposed of during the
year are included in the statement of comprehensive income from the date the Group gains control until
the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the Parent Company and to the non-controlling interests, even if this results in the non-
controlling interests having a deficit balance. When necessary, adjustments are made to the stand-alone
financial statements of subsidiaries to bring their accounting policles into line with the Group's accounting
policies. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, Is accounted for as an equity
transaction. If the Group loses control over a subsidiary, it:

Derecognizes the assets (including goodwill) and liabilities of the subsidiary;

Derecognlzes the carrying amount of any non-controlling interests;

Derecognizes the cumulative translation differences recorded in equity;

Recognizes the fair value of the consideration received;

Recognizes the fair value of any investment retained;

Recognizes any surplus or deficit in profit or loss; and

Reclassifies the parent’s share of components previously recognized in OCI to profit or loss or
retained earnings, as appropriate, as wouId be reqwred if the Group had directly disposed of the
related assets or liabilities. : :

Commaon control business combinations

Where there are group reorganizations and business combmatlons in which all the combining entities
within the Group are ultimately controlled by the same ‘ultimate parent (i.e., controlling shareholders)
before and after the business combination and the control is not transitory (busmess combinations under
common control), the Group accounts for such group reorganizations and business combinations similar
to a pooling-of-interests method. The assets and liabilities of the acquired entities and that of the
Company are reflected at their carrying values at the stand-alone financial statements of the investee
companies. The difference in the amount recognized and the fair value of the consideration given is
accounted far as an equity transaction, i.e., as either' a contribution or distribution of equity. "Further,
when a subsidiary is disposed in a common control - transaction without loss of control, the
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dlfference in the amount recogmzed and the fair value of consu:leratlon received is also accounted for as
an equity transaction.

The Group records the difference as equity reserve and is presented as a separate component of equity
in the consolidated balance sheet. Comparatives shall be restated to include balances and transactions
as if the entities have been acquired at the beginning. of the earliest period presented in the consolidated
financial statements, regardless of the actual date of the combination.

Changes in Accounting Policies and Disclosures ‘

The accounting policies adopted are consistent 'with those of the previous financial year, except that the
Group has adopted the following new accounting pronouncements starting

January 1, 2016. These pronouncements are either not appllcable to the Group or their adoption did not
have a significant impact on the Group’s financial position or performance.,

. Amendments to PFRS 10, Consolidated Financial Statements, PFRS 12, Disclosure of Interests in
Other Entities, and PAS 28, Investments In Associates and Joint Ventures, Investment Entities:
Appiying the Consolidation Exception

These amendments clarify that the exemption.in PFRS 10 from presenting consolidated financial
statements applies to a parent entity that is a subsidiary of an investment entity that measures all of its
subsidiaries at fair value. They also clarify-that only a subsidiary of an investment entity that is not an
investment entity itself and that provides support services to the investment entity parent is consolidated.
The amendments also allow an investor (that is not an investment entity and has an investment entity
associate or joint venture) to retain the fair value measurement applied by the investment entity
associate or joint venture to its interests in subsidiariés when applying the equity method.

. Amendments to PFRS 11, Joint Arrangements Accountlng for Acquisitions of Interests in Joint
Operations

The amendments to PFRS 11 require a joint operator that is accounting for the acquisition of an interest
in a joint operation, in which the activity of the joint operation constitutes a business (as defined by PFRS
3, Business Combinations), to apply the relevant PFRS 3 principles for business combinations accounting.
The amendments also clarify that a previously held interest in a joint operation is not remeasured on the
acquisition of an additional interest in the same joint operation while joint controt is retained. In addition,
a scope exclusion has been added to PFRS 11 to specify that the amendments do not apply when the

parties sharing joint control, including the reporting entlty, are under common control of the same
ultimate controlling party.

The amendments apply to both the acquisition . of thé.-irﬁtial interest in a joint operation and the
acquisitlon of any additional interests in the same joint operation.

. PFRS 14, Regulatory Deferral Accou'nts‘ :

PFRS 14 is an optional standard that allows an entity, whose actlvities are subject to rate-regulation, to
continue applying most of Its existing accounting pollicies' for; regulatory deferral account balances upon
its first-time adoption of PFRS. Entitles that adopt PFRS 14 must present the regulatory deferrai accounts
as separate line items on the statement of financial position and present movements in these account
balances as separate line items in the statement. of income and other comprehensive income. The
standard requires disclosures on the hature of, and. nsks associated with, the entity’s rate-regulation and
the effects of that rate-regulation on its fmanc:al statements :

. Amendments to PAS 1 Presentatlon of Fmanqal Statements Disclosure Initiative
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The amendments are intended to assist entities in applying jﬁdgment when meeting the presentation and
disclosure requirements in PFRSs. They clarify the following:

. That entities shall not reduce the understandabil:ty of their financial statements by either
obscuring material information with: immaterlal mformatlon or aggregating material items that
have different natures or functions

. That specific line items in the statement of income and other comprehensive income and the
statement of financial position may be disaggregated

. That entities have flexibility as to the order |n WhICh they present the notes to financial
statements

. “That the share of other comprehenswe mcome of associates and joint ventures accounted for

using the equity method must be presented in aggregate as a single line item, and classified
between those items that will or will not be subsequently reclassified to profit or loss.

Amendments to PAS 16, Property,. Plant aind' Equipment and PAS 38, Intangible Assets,
Clarification of Acceptable Methods of Depreciation and Amortization

The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of economic
benefits that are generated from operating a business (of which the asset is part) rather than the
economic benefits that are consumed through use of the asset. As a result, a revenue-based method
cannot be used to depreciate property, plant and equment and may only be used in very limited
circumstances to amortize intangible assets.

. Amendments to PAS 16 and PAS 41, Agricu,lt‘ure:': Bearer Plants

The amendments change the accounting requirements for biological assets that meet the definition of
bearer plants. Under the amendments, biological assets that meet the definition of bearer plants will no
longer be within the scope of PAS 41. Instead, PAS 16 will apply. After initial recognition, bearer plants
will be measured under PAS 16 at accumulated cost (before maturity) and using ejther the cost model or
revaluation model (after maturity), The amendments also require that produce that grows on bearer
plants will remain in the scope of PAS 41 measured at fair value less costs to sell. For government grants

related to bearer plants, PAS 20, Accounting for Government Grants and Disciosure of Government
Assistance, will apply.

. Amendments to PAS 27, Separate Fmanctal Statemens Equity Method In Separate Financial
Statements

The amendments allow entities to use the equity method to account for investments in subsidiaries, joint
ventures and associates in their separate flnancial statements. Entities already applying PFRS and

electing to change to the equity method in its separate financial statements will have to apply that
change retrospectively.

. Annual Improvements to PFRSs 2012 - 2014 Cycle

. Amendment to PFRS 5, Non-current Assets Held for Sale and Discontinued Operations, Changes
in Methods of Disposal :

The amendment is applied prospectively and clarifies that changing from a disposal through sale to a
disposal through distribution to owners and vice-versa should not be considered to be a new plan of
disposal, rather it is a continuation-of the original. plan. There is, therefore, no interruption of the
application of the requirements in PFRS'5. The amendment also dlarifies that changing the dlsposal
method does not change the date of classification.

. Amendment to PFRS 7, Financial Instruments:'. Disclosures, Servicing Contracts
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PFRS 7 requires an entity to provide disclosures for any continuing involvement In a transferred asset that
is derecognized in its entirety. The amendment clarifies that a servicing contract that includes a fee can
constitute continuing involvement in a financial asset. An entity must assess the nature of the fee and
arrangement against the guidance for continuing involvement in PFRS 7 in order to assess whether the
disclosures are required. The amendment is to be applied such that the assessment of which servicing
contracts constitute continuing involvement will need to be done retrospectively. However, comparative
disclosures are not required to be provided for any perjod beginning before the annual period in which
the entity first applies the amendments.

. Amendment to PFRS 7, Appllcablllty of the Amendments to PFRS 7 to Condensed Interim
Financial Statements

This amendment is applied retrospectively and clarifies. that the disclosures on offsetting of financial
assets and financial liabilities are not required in. the condensed interim financial report unless they
provide a significant update to the information reported in the most recent annual report.

. Amendment to PAS 19, Employee Benefits, Diecount Rate: Regional Market Issue

This amendment is applied prospectively and clarifies that market depth of high quality corporate bonds
is assessed based on the currency in which the obligation is denominated, rather than the country where
the obligation is located. When there is no deep market for high quality corporate bonds in that currency,
government bond rates must be used.

. Amendment to PAS 34, Interim Fmanmal Reportlng, Disclosure of Information ‘Elsewhere in the
Interim Financial Report’

The amendment is applied retrospectively and clarifies that the required interim disclosures must either
be in the interim financial statements or incorporated by cross-reference between the interim financial
statements and wherever they are included within the greater interim financial report (e.g., in the
management commentary or risk report). L :

Pronouncements issued but not yet effective are listed below. Unless otherwise indicated, the Group does
not expect that the future adoption of the said pronouncements to have a significant impact on its
consolidated financial statements. The Group intends to adopt the following pronouncements when they
become effective.

Effective beginning on or after January 1, 2017

. Amendment to PFRS 12, Clarification of the Scope of the Standard (Part of Annual Improvements
to PFRSs 2014 - 2016 Cycle)

The amendments clarify that the disclosure requirements in PFRS 12, other than those relating to
summarized financial information, apply to an entity’s interest in a subsidiary, a joint venture or an
assoclate (or a portion of its Interest in a jolnt venture or an associate) that is classified (or Included in a
disposal group that is classified) as held for sale.

The amendments do not have any impact on the Gfoup's financial position and results of operation. The
Group will include the required disclosures in its 2017 consolidated financial statements.

. Amendments to PAS 7, Statement of Cash Flows, Dtsclosure Initiative
The amendments to PAS 7 require an entity to provide disclosures that enable users of financial
statements to evaluate changes In liabilities arising from financing activities, including both changes

arising from cash flows and non-cash changes (such as foreign exchange gains or losses). On initial
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application of the amendments, entities are not required to provide comparative information for
preceding periods. Early application of the amendments is permitted.

The amendments do not have any impact on the Group’s financial position and results of operation. The
Group will include the required disclosures in its 2017 consolidated financial statements.

. Amendments to PAS 12, Income Taxes, Recognition of Deferred Tax Assets for Unrealized Losses

The amendments clarify that an entity needs to consider whether tax law restricts the sources of taxable
profits against which it may make deductions on the reversal of that deductible temporary difference.
Furthermore, the amendments provide guidance on how an entity should determine future taxable profits
and explain the circumstances in which taxable profit may mclude the recovery of some assets for more
than their carrying amount.

Entities are required to apply the amendments retrospectively. However, on initial application of the
amendments, the change in the opening equity of the eariest comparative period may be recognized In
opening retained earnings (or in another component of equity, as appropriate), without allocating the
change between opening retained earnings and other components of equity. Entities applying this relief
must disclose that fact. Early application of the amendments is permitted.

These amendments are not expected to have any impact on the Group.

Effective beginning on or after January 1, 2018 -

. Amendments to PFRS 2, Share—based Payment Classification and Measurement of Share-based
Payment Transactions .

The amendments to PFRS 2 address three main areas the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction; the classification of a share-based
payment transaction with net settlement features for withholding tax obligations; and the accounting
where a modification to the terms and conditions :of a share-based payment transaction changes its
classification from cash settled to eqU|ty settled.

On adoption, entities are requlred to apply the amendments without restating prior periods, but
retrospective application is permitted if elected for all three amendments and if other criteria are met.
Early application of the amendments is permitted.

These amendments are not appficable to the Group. '

. Amendments to PFRS 4, Insurance Contracts, Applying PFRS 9, Financial Instruments, with PFRS
4 o :

The amendments address concerns arising from implementing PFRS 9, the new financial instruments
standard before implementing the forthcoming insurance contracts standard. They allow entities to
choose between the overlay approach and the deferral approach to deal with the transitional challenges.
The overlay approach gives all entities that issue insurance contracts the option to recognize in other
comprehensive Income, rather than profit or loss, the volatility that could arise when PFRS 9 is applied
before the new insurance contracts standard is issued. On the other hand, the deferral approach gives
entities whose activities are predominantly connected with insurance an optional temporary exemption
from applying PFRS 9 until the earlier of application of the forthcoming insurance contracts standard or
January 1, 2021.

The overlay approach and the deferral approach will only be available to an entity if it has not previously
applied PFRS 9,
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The amendments are not applicable to the 'Group' since none of the entities within the Group have
activities that are predominantly connected with insurance ar issue insurance contracts.

. PFRS 15, Revenue from Contracts with:‘Custdme.rs .

PFRS 15 establishes a new five-step model that will apply to revenue arising from contracts with
customers. Under PFRS 15, revenue is recognized at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for transferring goods or services to a customer. The
principles in PFRS 15 provide a more structured approach to measuring and recognizing revenue.

The new revenue standard is applicable to all entities and will supersede all current revenue recognition
requirements under PFRSs. Either a full or modified retrospective application is required for annual
periods beginning on or after January 1, 2018. The Group is currently assessing the impact_of PFRS 15
and plans to adopt the new standard on the required effective date once adopted locally.

. PFRS 9, Financial Instruments

PFRS 9 reflects all phases of the financial instruments project and replaces PAS 39, Financial Instruments:
Recognition and Measurement, and all previous versions of PFRS 9. The standard introduces new
requirements for classification and measurement, impairment and hedge accounting. PFRS 9 is effective
for annual periods beginning on or after

January 1, 2018, with early application permltted Retrospectlve application is required, but providing
comparative information is not compulsory. For hedge accountmg, the requirements are generally applied
prospectively, with some limited exceptions,

The adoption of PFRS 9 will have an effect on the classification and measurement of the

Group’s financial assets and impairment methodology for financial assets, but will have no impact on the
classification and measurement of the Group’s: financial liabilities. The adoption will also have an effect on
the Group’s application of hedge accounting and on the amount of its credit losses. The Group is
currently assessing the impact of adopting this standard.

. Amendments to PAS 28, Measuring an Assoclate or Joint Venture at Fair Value (Part of Annual
Improvements to PFRSs 2014 - 2016 Cycle)

The amendments clarify that an entity that is a venture capital organization, or other quailifying entity,
may elect, at initial recognition on an investment-by-investment basis, to measure its investments in
associates and joint ventures at fair value through profit or loss. They also clarify that if an entity that is
not itself an investment entity has an interest in an associate or joint venture that is an investment entity,
the entity may, when applying the equity method, elect to retain the fair value measurement applied by
that investment entity associate or joint venture to the investment entity associate’s or joint venture’s
interests in subsidiaries. This election is made separately for each investment entity associate or joint
venture, at the later of the date on which (a) the investment entity asscciate or joint venture is initially
recognized; (b) the associate or joint venture becomes an investment entity; and (c) the investment
entity associate or joint wventure first becomes a parent. The amendments should be applied
retrospectively, with earlier application permitted. -

These amendments are not applicable to the Group. |
) Amendments to PAS 40, Investment Pr‘operty,.‘l"ran'sfers of Investment Property

The amendments clarify when an entity should transfer property, including property under construction
or development into, or out of investment property. The amendments state that a change in use occurs
when the property meets, or ceases to meet, the definition of investment property and there is evidence
of the change in use. A mere change in management’s intentions for the use of a property does not
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provide evidence of a change in use. The amendments should be applied prospectively to changes in use
that occur on or after the beginning of the annual reporting period in which the entity first applies the
amendments. Retrospective application is only permitted if this'is possible without the use of hindsight.

These amendments are not applicable to the Group.

. Philippine Interpretation on IFRIC 22, Foreign Currency Transactions and Advance Consideration
The interpretation clarifies that in determining the spot exchange rate to use on initial recognition of the
related asset, expense or income (or part of it) on the derecognition of a non-monetary asset or non-
monetary liability relating to advance consideration, the date of the transaction is the date on which an
entity initially recognizes the nonmonetary asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, then the entity must determine a
date of the transactions for each payment or receipt of advance consideration. The interpretation may be
applied on a fully retrospective basis. Entities may apply the interpretation prospectively to all assets,
expenses and income in its scope that are initially recognized on or after the beginning of the reporting
period in which the entity first applies the interpretation or the beginning of a prior reporting period
presented as comparative information in the financial statements of the reporting period in which the
entity first applies the interpretation.

The adoption of the interpretation is not expected to have any significant impact on the consclidated
financial statements,

Effective beginning on or after January 1, 2019

. PFRS 16, Leases _

Under the new standard, lessees will no longer classify their leases as either operating or finance leases
in accordance with PAS 17, Leases. Rather, lessees will apply the single-asset model. Under this model,
lessees will recognize the assets and related liabilities for most leases on their balance sheets, and
subsequently, will depreciate the lease assets and recognize interest on the lease liabilities in their profit

or loss. Leases with a term of 12 months or Iess or. for wh|ch the underlying asset is of low value are
exempted from these requirements. ' :

The accounting by lessors is substantially unchanged as the new standard carries forward the principles
of lessor accounting under PAS 17. Lessors, however, will be requnred to disclose more information in
their financial statements, particularly on the risk exposure to residual value.

Entities may early adopt PFRS 16 but on|y If they have also adopted PFRS 15. When adopting PFRS 16,
an entity is permitted to use either a full retrospectlve or a modified retrospective approach, with options
to use certain transition reliefs. A

The Group is currently assessing the impact of adopting PFRS 16.
Deferred effectivity |

. Amendments to PFRS 10 and PAS 28, Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the loss of control of
a subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that a full
gain or loss is recognized when a transfer to an associate or joint venture involves a business as defined
in PFRS 3, Business Comblnations. Any gain or loss resulting from the sale or contribution of assets that
does not constitute a business, however, is recognlzed only to the extent of unrelated investors’ interests
in the associate or joint venture.
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On January 13, 2016, the FRSC postponed the original effective date of January 1, 2016 of the said
amendments until the International Accounting Standards Board has completed its broader review of the
research project on equity accounting that may result in the simplification of accounting for such
transactions and of other aspects of accounting for associates and joint ventures.

Summary of Significant Accounting Policies |

Fair value measurement

Fair value is the price that would be received to sell an asset or.paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based
on the presumption that the transaction to sell the asset or transfer the liability takes place either:

. In the principal market for the asset or liability, or
. In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Group. The fair value of an
asset or a liability is measured using the assumptions that market participants would use when pricing
the asset or liability, assuming that market partncnpants act in their economic best interest.

A fair value measurement of a non—ﬁnanC|aI asset takes into account a market participant's ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximizing the use of relevant observable inputs and minimizing
the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole;

. Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

. Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable
) Level 3 - Valuation techniques for which the lowest level input that is significant to the fair

value measurement is unobservable o

For assets and liabilities that are recognized in the consdlidated financial statements on a recurring basis,
the Group determines whether transfers have occurred between Levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is sngnlf cant to the fair value measurement as a
whole) at the end of each reporting period. :

For the purpose of fair value dlsclosurés, the Groub has deférmlned classes of assets and liabilities on the
basis of the nature, characteristics and I‘ISkS of the asset or liability and the level of the fair value
hierarchy as explained above. y

Cash and Cash Equivalents S ,

Cash includes cash on hand and in banks. Cash in banks earn interest at the respective bank deposit
rates. Cash equivalents are short-term, highly ||C|Uld investments that are readily convertible to known
amounts of cash with original maturities of three months or less from dates of acquisition and that are
subject to an insignificant risk of change in value.

Financial Instruments
Financial assets
Initial recognition
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Financial assets within the scope of PAS 39 are classified as either financial assets at FVPL, loans and
receivables, HTM investments, AFS financial assets, or as derivatives designated as hedging instruments
in an effective hedge, as appropriate. The Group determines the classification of its financial assets at

initial recognition and, where allowed and approprlate re- evaluates such classifications at every reporting
date. ‘

Financial assets are recognized initially at fair value plus in the case of investments not at FVPL, directly
attributable transaction costs. .

Purchases or sales of financial assets that req'uiré' deli\)er'y'of assets within a time frame established by
regulation or convention in the marketplace (regular way purchases) are recognized on the trade date,
i.e., the date that the Group commits to purchase or sell the asset.

The Group’'s financial assets include cash and.cash equivalents, trade and other receivables, financial
assets at FVPL, HTM investments, AFS financial asset, amounts owed by related parties, loans to
employees (reported as part of ‘Other current assets’ and 'Other nencurrent assets’ in the consolidated
balance sheet)and deposits (reported as part of Other current assets’ and 'Other noncurrent assets’ in
the consolidated balance sheet).

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as foliows:

Financial assets at FVPL

Financial assets at FVPL include financial assets held for tradlng and financial assets designated upon
initial recognition as at FVPL. Financial assets are ciassified: as held for trading if they are acquired for
the purpose of selling in the near term. Derivatives, including separated embedded derivatives, are also
classified as held for trading unless they are designated as effective hedging instruments. Financial
assets at FVPL are carried in the consolidated balance sheet at fair value with gains or losses recognized
in the consolidated statement of comprehensive income.

Derivatives embedded in host contracts are accounted for as separate derivatives when their risks and
characteristics are not closely related to those of the host contracts and the host contracts are not held
for trading or designated at FVPL. These embedded derivatives are measured at fair value with gains or
losses arising from changes in fair value recognized in the consolidated statement of comprehensive
income. Reassessment only occurs If there is a change in the terms of the contract that significantly

modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of
FVPL.

Financial assets designated as FVPL are de5|gnated by. management on initial recognition when any of
the following criterfa are met:

. The designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or Ilablllt|es or, recognizing gains or losses on them on a
different basls; or

. The assets and fiabilities are part of a group of financial assets, financial liabilities or both which
are managed and their performance evaluated on a fair -value basis, in accordance with a documented
risk management or Investment strategy; or

. The financial instrument contains an embedded: derwatwe, unless the embedded derivative does
not significantly modify the cash flows or |t is clear, W|th ||ttle or no analysis, that it would not be
separately recorded. .

As of December 31, 2016and 2015, the Group designated its investments in Unit Investment Trust Fund
(UITF) and Rizal Commercial Banking Corporat|on (RCBC) Semor Notes as financial assets at FVPL.

Loans and receivables
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Loans and receivables are non-derivative financial assets with fixed or determinabie payments that are
not quoted in an active market. Such financial assets are carried at amortized cost using the effective
interest rate (EIR) method, less impairment. This method uses an EIR that exactly discounts estimated
cash receipts through the expected life of the financial assets to the net carrying amount of the financial
asset. Gains and losses are recognized in the consolidated statement of comprehensive income when the
loans and receivables are derecognized or impaired, as well as through the amortization process. Assets
in this category are included in current assets except for maturities greater than 12 months after the end
of the reporting period, which are classified as noncurrent assets,

As of December 31, 2016 and 2015, the Group has designated as loans and receivables its cash in banks
and cash equivalents, trade and other receivables, amounts owed by related parties, security deposit,
loans to employees (reported as part of ‘Other current assets’ and ‘Other noncurrent assets’ in the
consolidated balance sheet) and deposits (reported as part of ‘Other current assets’ and ‘Other
noncurrent assets’ in the consolidated balance sheet)..

HTM investments : .

Non-derivative financial assets with fixed or determlnable payments and fixed maturities are classified as
HTM when the Group has the positive intention’ and ability to hold it to maturity. After initial
measurement, HTM investments are measured at amortized cost using the EIR method, less impairment.
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are integral part of the EIR. Gains and losses are recognized in the consolidated statement of
comprehensive income when the mvestments are derecognized or impaired, as weil as through the
amortization process.

As of December 31, 2016 and 2015, the Group has HTM mvestments in Philippine government securities.

AFS financial assets

AFS financial assets are non-derivative financial assets that are designated as AFS or are not classified in
any of the three preceding categories. They.are purchased and held indefinitely, and may be sold in
response to liquidity requirements or change in market conditions. After initial measurement, AFS
financial assets are measured at fair value with unrealized gains or losses recognized directly in equity
until the investment is derecognized, at which time the cumulative gain or loss recorded in equity is
recognized in the consolidated statement of comprehensive income, or determined to be impaired, at
which time the cumulative loss recorded in. equity is recognlzed in the consolidated statement of
comprehensive income. .

As of December 31, 2016and 2015, the Groups AFS financial asset pertains to unquoted equity shares of
CloudMoendo, Ltd.

Financial liabilities

Initial recognition ‘

Financlal liabilities within the scope of PAS 39 are classified as financial liabilities at FVPL, other financial
liabilities, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The
Group determines the classification of its financial liabilities at initial recognition and, where allowed and
appropriate, re-evaluates such designation at every financial reporting date.

Financia! liabilities are recognized initially at fair value and in the case of financial habtlltles not at FVPL,
net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, short-term loans, long-term debt and
amounts owed to related parties.

Subsequent measurement
The measurement of financial liabilities depends on thelr cla55|ﬁcat|on as follows:
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Financial liabilities at FVPL

Financial liabilities at FYPL include financial liabilities held for trading and financial liabilities designated
upon initial recognition at FVPL. ‘

Financial {iabilities are classified as held for trading if they are acquired for the purpose of selling in the
near term. This category includes derivative ﬁnalnciaf instruments entered into by the Group that do not
meet the hedge accounting criteria as defined by PAS 39.

Gains and losses on liabilities held for trading are recogmzed in the consolidated statement of
comprehensive income.

The Group does not have a financial liability at FVPL as of December 31, 2016 and 2015.

Other financial liabllities

Other financial liabilities are initially recognized at fair value of the consideration received, less directly
attributable transaction costs. After initial recognition, other financial liabilities are measured at
amortized cost using the EIR method. Amortized cost is calculated by taking into account any refated
issue costs, discount or premium, Gains and losses are" recognized in the consolidated statement of
comprehensive income when the liabilities are derecognized, as well as through the amortization process.

As of December 31, 2016and 2015, the Group's other financial liabilities includes trade and other
payables, short-term loans, amount owed to related parties.and long-term debt.

Offsetting of Financial Instruments

Financial assets and financial liabilities are offset and- the net amount reported in the consolidated
balance sheet if there is a currently enforceabie legal right to offset the recognized amounts and there is
intention to settle on a net basis, or to realize the asset and settle the liability simuitaneously. The Group
assesses that it has a currently enforceable right of offset If the right is not contingent on a future event,
and is legally enforceable in the normal course of business, event of default, and event of insolvency or
bankruptcy of the Group and all of the counterpartles

‘Day 1’ dlfference ‘ ‘
Where the transaction price in a non-active market is different from the fair value of other observable
current market transactions in the same instrument or based on a valuation technique whose variables

include only data from observable market, the Group recognizes the difference between the transaction

price and fair value (a ‘Day 1’ difference) in the consolidated statement of comprehensive income unless
it qualifies for recognition as some other type of asset. In cases where use is made of data which is not
observable, the difference between the transaction price: and model value is only recognized in the
consolidated statement of comprehensive income when the inputs become observable or when the
instrument is derecognized. For each transaction, the Group determines the appropriate method of
recoghizing the '‘Day 1’ dlfference amount.

Classification of Financial Instruments between Debt and Equity
A financial instrument is classified as debt if it provides for a contractual obligation to:

. deliver cash or another financial asset to another entity; or

. exchange financial assets or financial liabilitles with another entity under conditions that are
potentiaily unfavorable to the Group; ar

. satisfy the obligation other than by the exchange of a fixed amount of cash or another financial

asset for a fixed number of own equity shares.
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If the Group deoes not have an unconditional right to avoid delivering cash or ancther financial asset to
settle its contractual obligation, the obligation meets the definition of a financial liability. The components
of issued financial instruments that contaln both liability and equity elements are accounted for
separately, with the equity component bemg‘asmgned the residual amount after deducting from the
instrument as a whole the amount separately determined as the fair value of the liability component on
the date of issue,

Impairment of Financial Assets
The Group assesses, at each balance sheet date, whether there is any objective evidence that a financial
asset or a group of financial assets is impaired. A financial asset or a group of financial assets is deemed
to be impaired if, and only if, there is objective evidence of impairment as a result of one or more events
that has occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event (or
events) has an impact on the estimated future cash flows of the financial asset or the group of financial
assets that can be reliably estimated. Objective evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant financial difficulty, default or delinquency in
interest or principal payments, the probability that they will enter bankruptcy or cther financial
reorganization and where observable data indicate that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults. If such
evidence exists, any impairment loss is recognized in the consolidated statement of comprehensive
income,

Financial assets carried at amortized cost

The Group first assesses whether objective ewdence of impairment exists individually for financial assets
that are individually significant, or collectively for financial assets that are not individually significant. If it
is determined that no objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, the asset is included in.a group. of financial assets with similar credit risk
characteristics and that group of financial ‘assets is collectively assessed for impairment. Assets that are
individually assessed for impairment and for which. an |mpa|r|'nent loss is or continues to be recognized
are not included in a collective assessment of |mpa|rment ‘

If there is objective evidence that an lmpalrment.loss on loans and receivables carried at amortized cost
has been incurred, the amount of the loss is'measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows (exciuding future credit losses that have not
been incurred) discounted at the financial asset's original EIR (i.e., the EIR computed at initial
recognition). The carrying amount of the asset shall be reduced either directly or through the use of an
allowance account, The amount of the loss shall be recognized in the consolidated statement of
comprehensive income. If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss Is reversed. Any subsequent reversal of an impairment loss is
recognized in the consolidated statement of comprehensive income, to the extent that the carrying vaiue
of the asset does not exceed its amortized cost at the reversal date,

Financial assets carried at cost _ o

If there is objective evidence that an impairmerit loss on an unquoted equity instrument that is not
carried at fair value because its fair value cannot be reliably measured, or on a derivative asset that is
linked to and must be settled by delivery of such-an unquoted equity instrument has been incurred, the
amount of the loss is measured as the difference between the asset’s carrying amount and the present

value of estimated future cash flows dlscounted at the current market rate of return for a similar financial
asset,

Derecognition of Financial Instruments
Financial assets

A financial asset {or, where applicable, a part of a: ﬁnanc:al asset ar part of a group of similar financial
assets) is derecognized where;
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. the rights to receive cash flows from the asset have expired;

. the Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in fuII W|thout material defay to a third party under a “pass-
through' arrangement; and

. either (a) the Group has transferred substantlally alt the risks and rewards of the asset, or (b) the
Group has neither transferred nor retained substantially aII the risks and rewards of the asset, but has
transferred control of the asset.

Where the Group has transferred its rights to receive cash flows from an asset or has entered into pass
through arrangement and has neither transferred nor retained substantially all the risks and rewards of
the asset nor transferred control of the asset, the asset is recognized to the extent of the Group’s
continuing involvement in the asset. In this case the Group also recognizes an asscciated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Group has retained. ‘

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the
Group could be reguired to repay. ‘

When continuing involvement takes the form of a written and/or purchased option (including a cash
settled option or similar provision) on the transferred asset, the extent of the Group's continuing
involvement is the amount of the transferred asset that the Group may repurchase, except that in the
case of a written put option (including a cash settled option or similar provision) on an asset measured at
fair value, the extent of the Group’s continuing involvement is limited to the lower of the fair value of the
transferred asset and the option exercise prlce ‘

Financial liabilities

A financial llability is derecognized when the obllgatlon under the liability is discharged or cancelled or
expired.

When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liabillty and the recognition of a new liabillty, and the difference
in the respective carrying amounts is recognized in the consolidated statement of comprehensive income.

Inventories
Inventories are vatued at the lower of cost and net reallzable value (NRV). Costs incurred in bringing
each inventory to its present location and condition are accounted for as follows:

Raw materials, spare parts, - purchase cost on a first-in; first-out basis (FIFO);
supplies and others : : A

Finished goods and work-in-

process inventories - cost of direct materlals arid labor and a proportion of manufacturing overhead
cost. Costs are determined on a standard cost basis. Standard costs take into account normal levels of
materials and supplies, labor, efficiency and capacity utilization. They are regularly reviewed and, if
necessary, revised in fight of current conditions.

NRV of flnished goods and work-in-process inventories is the estimated selling price in the ordinary
course of business, less estimated costs of completion and the estimated costs necessary to make the
sale. NRV of raw materials, supplies, spare parts and others Is the current replacement cost.

Property, Plant and Equipment
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Property, plant and equipment, except land, are stated at cost and costs of day-to-day servicing, less
accumulated depreciation and any accumulated impairment in value, Such cost includes the cost of
replacing part of such property, plant and equipment arid borrowing cost when that cost is incurred and if
the recognition criteria are met. Repairs and maintenance are recognized in the consolidated statement
of comprehensive income as incurred. Land is carried at cost less any impairment in value.

Depreciation commences when an asset is in "rt_s location and condition and capable of being operated in
the manner intended by management, Depreciation is calculated on a straight-line method over the
estimated useful lives of the property, plant and equipment as follows:

Category

Number of Years

Machinery and equipment 10-15
Buildings and improvements 5-25
Facility and production tools 5-8
Furniture, fixtures and equipment 2-5
Transportation equipment 5-7

The property, plant and equipment’s residual values, useful lives and depreciation methods are reviewed,
and adjusted if appropriate, at each balance sheet date.

When each major inspection is performed, its cost is recognized in the carrying amount of the property,
plant and equipment as a replacement if the recognition criteria are satisfied.

Construction in progress represents property under construction and is stated at cost. This includes costs
of construction and other direct costs. Construction in progress is not depreciated until such time that
the relevant assets are completed and put into operational use.

Fully depreciated assets are retained in the accounts until these are no longer in use. When assets are
retired or otherwise disposed of, both the cost and related accumulated depreciation and any allowance
for impairment losses are removed from the accounts and any resulting gain or loss is credited or
charged to current operations.

An item of property, plant and equipment is derecognized 'upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset
{calculated as the difference between the net disposal proceeds and carrying amount of the asset) is
included in the consolidated statement of comprehensive: income in the year the asset is derecognized.

Noncurrent Assets Heid for Sale

Property, plant.and equipment are cIa55|fied as heId for sale if their carrying amount will be recovered
principally through a sale transaction expected to be completed within one year from the date of
classification, rather than through continuing use. Property, plant and equipment heid for sale are stated
at the lower of carrying amount and fair value less costs to sell,

The criteria for held for sale classification is regarded as met only when the sale or distribution is highly
probable and the asset or disposal group is available for immediate sale in its present condition. Actions
required to complete the sale should indicate that It is unlikely that significant changes to the sale will be
made or that the sale will be withdrawn.” Management must be committed to the sale expected within
onhe year from the date of the classification. C

Borrowing Costs :

Borrowing costs directly attributable to the acqunsmon construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as
part of the cost of the asset. All other borrowing costs are expensed in the period in which they occur.
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Borrowing costs consist of interest and other costs that the Group incurs in connection with the
borrowing of funds. Foreign currency exchange differences are included in the determination of
borrowing costs to be capitalized, but only to the extent that they are an adjustment to the interest cost
on the borrowing. .

Intangible Assets

Intangible assets acquired separately are measured on |n|t|al recognition at cost. Foliowing initial
recognition, intangible assets are carried at cost less any accumulated amortization and any accumulated
impairment losses. Internally generated intangible assets, excluding capitalized development costs, are
not capitalized and expenditure is charged agalnst mcome in the period in which the expenditure is
incurred.

The useful lives of intangible assets are asseSsed to be either finite or indefinite.

Intangible assets with finite lives are amortized over seven (7) years, which represents their economic
useful life, and assessed for impairment whenever there is an indication that the intangible asset may be
impaired. The amortization period and the amortization method for intangible assets with a finite useful
life are reviewed at each balance sheet date. Changes in the expected useful life or the expected pattern
of consumption of future economic benefits embodied in the asset is accounted for by changing the
amortization period or method, as appropriate, and treated as changes in accounting estimates. The
amortization expense on mtangxble assets with finite Ilves is recognized in the consolidated statement of
comprehensive income, o

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually
either individually or at the cash-generating unit (CGU} level. The useful life of an intangible asset with
an indefinite life is reviewed annually to determine whether the indefinite life continues to be
supportable. If not, the change in the useful life assessment from indefinite to finite is made on a
prospective basis. :

Research and Development Costs 1 ‘ _
Research costs are expensed as incurred, . Development expenditures on an individual project are
recognized as an intangible asset when the Group can demonstrate:

. the technical feasibility of completing the mtanglble asset so that the asset will be available for
use or sale;

. its intention to complete and its ability to use or sell the asset;

. how the asset will generate future economic benefits;

. the availability of resources to complete the asset; and

the ability to measure reliably the expenditure during development

Following inltial recognition of the development expenditure as an asset, the asset is carried at cost less
any accumulated amortization and accumulated impairment losses. Amortizatlon of the asset begins
when development is complete and the asset is. available for use. It is amortized over the period of
expected future benefit, which Is estimated to be five (5) to'ten (10) years. Amortization is recorded in
cost of sales. During the perlod of development, the assét is tested for impairment annualiy.

Business Combinations ‘

Business combinations are accounted for usmg the acqunsstlon ‘method. The cost of an acquisition is
measured as the aggregate of the consideration transferred measured at acquisition date fair value and
the amount of any non-controlling interests in the ac_qulree._ For each business combination, the Group
elects whether to measure the non-controlling finterests in the acquiree at fair value or at the
proportionate share of the acquiree’s identifiable net assets. Acquisition-related costs are expensed as
incurred and included in administrative expenses. - -
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When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance - with the contractual terms, economic
circumstances and pertinent conditions as of the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, ‘an‘y previously held equity interest is remeasured at its
acquisition date fair value and any resulting gam or loss is recogmzed in the consolidated statement of
comprehensive income.

Any contingent consideration to be transfeired by the.acquirer will be recognised at fair value at the
acquisition date. Contingent consideration classified as an asset or liability that is a financial instrument
and within the scope of PAS 39is measured at fair value with changes in fair value recognized either in
the consolidated statement of comprehensive income or as a change to OCI. If the contingent
consideration is not within the scope of PAS 39, it is measured in accordance with the appropriate IFRS.
Contingent consideration that is classified as eqmty is not remeasured and subsequent settlement is
accounted for within equity. C

Goodwill is initially measured at cost, belng the excess of the aggregate of the consideration transferred
and the amount recognized for non-controlfling interests; and any previous interest held, over the net
identifiable assets acquired and liabilities assumed. If the fair value of the net assets acquired is in excess
of the aggregate consideration transferred, the Group re- assesses whether it has correctly identified all of
the assets acquired and all of the liabilities assumed and reviews the procedures used to measure the
amounts to be recognized at the acquisition date. If the reassessment still results in an excess of the fair
value of net assets acquired over the aggregate consideration transferred, then the gain is recognized in
the consclidated statement of comprehensive income. .

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the
purpose of Impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group's CGUs that are expected to benefit from the combination, irrespective of
whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill has been allocated to a CGU and part of the operation within that unit is disposed of, the
goodwill associated with the disposed operation is included in the carrying amount of the operation when
determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on
the relative values of the disposed operation and the portion of the CGU retained.

Impalrment of Nonfinancial Assets

The Group assesses at each reporting date whether there is an indication that a nonfinancial asset may
be impaired. The Group has designated as nonfinancial assets its prepaid expenses, advances to
suppliers, property, plant and equipment, and other assets. If any such indication exists, or when annual
impairment testing for a nonfinancial asset is required, the Group makes an estimate of the nonfinancial
asset’s recoverable amount, A nonfinancial asset’s estimated recoverable amount is the higher of a
nonfinancial asset’s or CGU’s fair value less costs to sell and its value in use (VIU) and is determined for
an Individual asset, unless the nonfinancial asset does not generate cash inflows that are largely
independent of those from other nonfinancial assets or groups of nonfinancial assets. Where the carrying
amount of a nonfinancial asset exceeds its estimated recoverable amount, the nonfinancial asset is
considered impaired and is written down to its estimated recoverable amount. In assessing VIU, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the nonfinancial
asset. In determining fair value less costs to seli, an appropriate valuation model is used. These
calculations are corroborated by valuation multiples, quoted share 'prices for publicly traded subsidiaries
~or other available falr value indicators. :
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For nonfinancial assets excluding goodwill, an assessment is made at each reporting date as to whether
there is any indication that previously recognized impairment losses may no longer exist or may have
decreased. If such indication exists, the Group makés an estimate of recoverable amount. A previously
recognized impairment loss Is reversed only if there has been a change in the estimates used to
determine the nonfinancial asset’s recoverable amount since the last impairment loss was recognized. If
that is the case the carrying amount of the nonfinancial asset is increased to its recoverable amount.
That increased amount cannot exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognized for the non-financial asset in prior years. Such
reversal is recognized in the consolidated statement of comprehensive income.

Capital Stock

Capital stock is measured at par value for all shares issued. Subscnptlons recelvable are accounted for as
a deduction from equity. Proceeds and/or fair value of _conslderatlon received in excess of par value, if
any, are recognized as additional paid-in capital (APIC).

Retained Earnings

The amount included in retained earnings rncludes proflt o loss attributable to the Group's equity holders
and reduced by dividends on capital stock. Retained earnings may also include effect of changes in
accounting policies as may be required by the-‘standards' transitional provisions.

The Group may pay dividends In cash or by the issuance of shares of stock. Cash and property dividends
are subject to the approval of the BOD, while stock dividends are subject to approval by the BOD, at least
two-thirds of the outstanding capital stock of the shareholders at a shareholders’ meeting called for such
purpose, and by the Philippine SEC. Cash and property dividends on preferred and common stocks are
recagnized as liability and deducted from eqmty when declared Stock dividends are treated as transfers
from retained eamings to paid-in caplta!

Equity Reserve ’
Equity reserve represents the effect of the appllcatlon of the p00|lng -of-interests method.

Treasury Shares

Treasury shares represent reaquired equity mstruments which no gain or loss is recognized In the
consolidated statement of comprehensive income on the purchase, sale, issue or cancellation of the
Group’s own equity instruments. Any difference between the carrying amaount and the consideration, if
reissued, is charged or credited to APIC. '

Other Comprehensive Income

Other comprehensive income comprises items of income and expenses that are not recognized in profit
or loss for the year in accordance with PFRS.  Other comprehensive income pertains to remeasurements
of the Group's retirement benefit obligation-and changes in fair value of AFS financial asset.

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group
and the revenue can be reliably measured, regardiess of when the payment is being made. Revenue Is
measured at the fair value of the consideration received or receivable, taking intc account contractually
defined terms of payment and excluding discounts, returns, rebates and other sales taxes or duties. The
Group assesses its revenue arrangement against specific criteria in order to determine If it is acting as
principal or agent. The Group has concluded that it is acting as a principal in all of its revenue
arrangements.

The following specific recognition criteria must also be met before revenue is recognized:

Sale of goods '
Revenue from the sale of goods is recognlzed when the significant risks and rewards of ownership of the
-goods have passed to the buyer, usually on dehyery of the goods.
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Interest income ‘
Interest income is recognized as it accrues usrng the EIR method

Deferred revenues
Deferred revenues pertain to the unearned income arising from the sale of goods wherein no actual
shipment or transfer of risks and rewards to customers has occurred yet. No amortization is done to

recognize the earned revenue since the Group will make subsequent reversals upon shipment of the
goods to customers.

Costs and Expenses Recognition

Costs and expenses are recognized in the consolidated statement of comprehensive income when a
decrease in future economic benefits related to a decrease in an asset or an increase in a liability has
arisen that can be measured reliably.

Cost of sales o
Cost of sales is recognized when the related sale has met the criteria for recognition.

Operating expenses L
Qperating expenses are recognized in the consolldated statement of comprehensive income in the period
in which they are incurred.

Leases :

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at the inception date and requires an assessment of whether the fulfillment of the
arrangements is dependent on the use of a specific asset or assets or the arrangement conveys a right to

use the asset. A reassessment is made after the inception:of the lease only if one of the following
applies: R

a. There is a change in contractual terms, other than a renewal or extension of the arrangement;

b. A renewal option is exercised and extensnon granted unless the term of the renewal or extension
was Initially included in the lease term;

C. There is a change in the determinatlon of whether fulfillment Is dependent on a specified asset;
or

d. There is a substantial change to the asset.

When a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances give rise to the reassessment for scenarios (a), (¢} or (d) and at the date of
renewal or extension period for scenario (b).

Group as a lessee
Leases where the lesser retains substantlally all the l‘lSkS and benefits of ownership of the asset are

classified as operating leases. Operating lease payments are recognized as expense in the consolidated
statement of comprehensive income on a straight-line basis over the lease term.

Retirement Benefits Costs '

The Group is covered by a noncontributory deF ned beneﬂt retlrement plan. The net defined benefit
liability or asset is the aggregate of the present value of the -defined benefit obligation at the end of the
reporting perlod reduced by the fair value of plan assets, adjusted for any effect of limiting a net defined
benefit asset to the asset ceiling. The asset ceiling is the present value of any economic benefits
available in the form of refunds from the plan or reductions in future contributions to the plan

The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit credit method. r .
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Defined benefit costs comprise the following:

. Service cost o
. Net interest on the net defined benefit liability or asset
. Remeasurements of net defined benefit liability or asset.

Service costs which include current service costs, past service costs and gains or losses on non-routine
settlements are recognized as expense in the consolidated statement of comprehensive income. Past
service costs are recognized when plan amendment or curtailment occurs.

Net interest on the net defined benefit liability or asset is the change during the period in the net defined
benefit liability or asset that arises from the passage of time which is determined by applying the discount
rate based on high quality corporate bonds to the net defined benefit liability or asset. Net interest on
the net defined benefit liability or asset is recognized as expense or income in the consolidated statement
of comprehensive income.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in the
effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized immediately
in other comprehensive income in the period in which they arise, Remeasurements are not reclassified to
profit or loss in subsequent periods. These are retained in other comprehensive income until full
settlement of the obligation.

The past service cost is recognized as an expense on a _straight-!ine basis over the average period until
the benefits become vested. If the benefits are already vested immediately following the introduction of,
or changes to, a pension plan, past service cost is recognized immediately.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance policies.
Plan assets are not available to the creditors of the Group,.nor can they be paid directly to the Group.
The fair value of plan assets is based on market priceé information.

When no market price is available, the fair value of plan assets is estimated by discounting expected
future cash flows using a discount rate that reflects both the risk associated with the plan assets and the
maturity or expected disposal date of those assets (or, if they have no maturity, the expected period until
the settlement of the related obligations). If the fair value of the plan assets is higher than the present
value of the defined benefit obligation, the measurement of the resulting defined benefit asset is limited
to the present value of economic benefits avallable |n the form of refunds from the plan or reductions in
future contributions to the plan.

The Group’'s right to be reimbursed of some or aII the expendlture required to settle a defined benefit

obligation is recognized as a separate asset at fa|r value and when, and only when, reimbursement is
virtually certain. ‘

Foreign Currency-denominated Transactions

The consolidated financial statements are presented in US dollars, which is the Group’s functional and
presentation currency. Transactions in foreign currencies are initially recorded at the functional currency
spot rate ruling at the date of the transaction. Outstanding monetary assets and liabilities denominated
in foreign currencies are retranslated at the functlonal currency rate of exchange ruling at the balance
sheet date.

AII differences are taken to the consolidated statement of comprehensive income. Nonmonetary items
that are measured in terms of historical cost in a foreigh currency are translated using the exchange
rates as of the dates of the initial transactions.
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Income Taxes
Current tax
Current tax liabilities for the current and prior perlods are meéasured at the amount expected to be paid to

the taxation authority. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted by the financial reporting date.

Deferred tax .
Deferred income tax is provided using the balance sheet Irabrhty ‘method on temporary differences at the

financial reporting date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred income tax liabilities are recognized for ali taxable temporary differences, except:

. where the deferred income tax iiability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

. in respect of taxable temporary differences associated with investments in subsidiaries and
interests in joint ventures, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognized for all deductible temporary differences, carryforward of
unused tax credits from excess minimum corporate income tax {(MCIT) over regular corporate income tax
(RCIT) and unused net operating loss carryover (NOLCO) to the extent that it is probable that taxable
profit will be available against which the deductible temporary difference, and the carryforward of unused
tax credits from excess MCIT and unused NOLCO can be utilized, except:

] where the deferred income tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects nerther the accounting profit nor taxable profit or loss;
and

. in respect of deductible temporary dlfferences associated with investments in subsidiaries and
interests in joint ventures, deferred income tax assets are recognized only to the extent that it is
probable that the temporary differences wil! reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be utilized.

The carrying amount of deferred income tax assets is rewewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profit wili be available to allow all or part
of the deferred tax asset to be utilized. Unrecognized deferred income tax assets are reassessed at each
balance sheet date and are recognized to the extent that it has become probable that future taxable
profit will allow the deferred tax asset to be recovered

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realized or the liability is settled, based on tax laws that have been enacted or
substantively enacted at the reporting date.

Deferred Income tax relating to items recognized dfre'ctl\} in equity is recognized directly in equity and not
In profit or loss. Deferred tax items are recognized in correlation to the underlying transaction either in
other comprehensive income or directly in equ:ty

Deferred income tax assets and deferred r'ncome tax liabilities are offset if, and only if, a legally
enforceable right exists to offset current tax assets against current tax liabilities exist and the deferred
tax assets and liabilities relate to income taxes levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend to either settle current tax liabilities and assets on
a net basis, or to realize the assets and settle the liabilities simultaneously, in each future period in which
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significant amounts of deferred income tax assets or liabilities are expected to be settled or recovered.
Subsidiaries operating in the Philippines file income tax returns on an individual basis. Thus, the deferred
income tax assets and deferred income tax liabilites are offset on a per entity basis.

Earnings Per Share (EPS)
Basic EPS is calculated by dividing the net mcome for the year by the weighted average number of

common shares outstanding during the year, with retroactlve adjustments for any stock dividends and
stock split. _ .

For the purpose of calculating diluted earnings per share, the net income and the weighted average
number of shares outstanding are adjusted for the effects of all dilutive potential common shares.

Segment Reporting

For management purposes, the Group has determined that it is operating as one operating segment.
Sales are reported internally per division, however, profit or loss, assets and liabilities are reported on an
entity-wide basis, These information are measured using the' same accounting policies and estimates as
the Group's consolidated financial statements (see Note 25).

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a
past event and it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a reliable estimate can be made of the amount of the obligation. Where the
Group expects some or all of a provision to be reimbursed, for example, under an insurance contract, the
reimbursement is recognized as a separate asset but only when the reimbursement is virtually certain.
The expense relating to any provision is presented in the statement of comprehensive income, net of any
reimbursement. If the effect of the time value of money is materiai, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of
the time value of money and, where appropriate, the risks specific.to the liability. Where discounting is
used, the increase in the provision due to the passage of time is recognized as an interest expense.

Contingencies

Contingent liabilities are not recognized but are disclosed In the notes to consolidated financial
statements unless the possibility of an outflow of resources embodying economic benefit is remote.
Contingent assets are not recognized but are disclosed in the notes to consolidated financial statements
when an inflow of economic benefit is probable,

Events After the Balance Sheet Date

Post year-end events that provide additional mformatlon about the Group’s position at the halance sheet
date (adjusting events) are reflected in the consolidated financial statements. Post year-end events that
are not adjusting events are disclosed in the notes to consolidated financial statements when material.



Results of Operations

For the 12-month period ending December 31, 2016 compared to the 12-month period
ending December 31, 2015 .

Revenue
The Company recorded consolidated revenues of US$74'.3‘m'i!Iion for the 12 months ending December

31, 2016, an increase of 25% from US$59.1 million for the same period in 2015. The increase was
accounted for by the growth of both the Company’s semiconductor and Antenna Systems businesses,

Sales per division

n US$ 000 For the 12 months ehded December 31

2016 ... 2015 % Inc /

‘ {Dec)
Discrete . 12,486 11,296 11
Multichip . 9681 . 10,163 (5)

IC - 9,818 _ > 8,119

QFN : 4,937 , ‘ 5,143 (4)
New Products 5,273 5,415 (3)
Hermetics " 1,488 - g 2,083 (29)
Cougar C 241 329 (27)
Qutdoor Unit 6,488 , 10,200 (36)
Indoor Unit - R 1,691- {100)
Bridgewave . 3024 - - 2,332 30
IRFU 3720 2,493 (45)
RMS 1127 ' 285 (53)
Antenna Systems " 19,387 - - -
Total 74,322 59,549 25%

Cost of S5ales and Gross Margin

The Company’s cost of sales (COS) is composed of: raw materials, spare parts, supplies; direct salaries,
wages and employees’ benefits; depreciation and amortization; utility expenses directly attributable to
production, freight and duties; and changes in finished goods and work in process inventories, The
Company's cost of sales increased by 23% to US$61.6 million in the 12 months ending December 31,
2016 from US$50 million for the same period in- 2015. The increase was mainly due to a rise in raw
materials expenses as a result of higher sales, hlgher salaries and wages, , depreciation, and increase in
inward freight and duties,

- Raw materials, spare parts, supplies and other inventories grew by38% to US$42.4 million
for the 12 months ending December 31, 2016 from US$35.0 million for the same period in
2015,

- Salaries, wages and employees’ beneflts mcreased by 28% to US$10.5 million for the 12
months ending December 31, 2016, from U$$8.2 million for the same period in 2015.

- Utility expenses amounted to US$3.5 million for the 12 months ending December 31, 2016,
from US$3.7 million for the same period in 2015, a decrease of 6%Depreciation and
amortization Increased by 24% to US$2.6 million for the 12 months ending December 31
2016, from US$2.1 million for the same period in 2015,
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- Freight and duties increased by 176% to US$2.5 million for the 12 months ending December
31, 2016 from US$899 thousand for the same period in 2015.

The Company's gross margin was 17% for the 12 months ending December 31, 2016, dne percentage
point higher than the gross margin recarded for the same period in 2015.

Operating Expenses

The Company’s operating expenses for the 12 months ending December 31, 2016 amounted to US$4.4
million, 14% higher compared to the US$3.8 million recorded during the same period in 2015.

Net Income (Loss) Before Income Tax
For the 12 months ending December 31, 2016 the Company recorded a net income before income tax of

US$8.2 million, an increase of 45% compared with US$5 6 mllhon recorded for the same period in 2015.
Provision for Income Tax

Provision for income tax for the 12 months endihg; Decéniber 31, 2016 amounted to US$547 thousand
compared with US$516 thousand for the same period in 2015, an increase of 6%.

Net Income After Tax

The Company’s net income for the 12 months ending December 31, 2016 amounted to US$7.6 million, an
increase of 49% compared with US$5.1 million for the same period in.2015.

fotal Comprehensive Income

The Company's total comprehensive income for the 12 months ending December 31, 2016 amounted to
US$7.1 Mn, compared to US$5.3 Mn for the same period in 2015, a 34% increase.
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Financial Condition

For the 12-month period ending December 31, 2016 compared to the period ending
December 31, 2015

Asseats

The Company's cash and cash equivalent for the 12 months ending December 31, 2016 amounted to
US$24.5 million, compared with U5$29.8 million for the period ending December 31, 2015, a decrease of
US$5.3 million or 18%. The decrease was mainly due to the increase in trade receivables and inventories

Trade and other receivables for the 12 months ending December 31, 2016 amounted to US$23.2 million,
compared with US$13.7 miliion for the period ending December 31, 2015, a 69% increase. The increase
was mainly due increase in sales and longer AR days for certain key customers.

Inventon) levels for the 12 months ending December 31, 2016 amounted to US$15.3 million, 166%
higher compared with US$5.7 million for the period ending December 31, 2015. The increase was mainly
due to longer lead times for certain major raw materlals and ramp up of product volume runners.

Financial assets at fair value through profit and loss refer to short-term investments of the Company. For
the 12 months ending December 31, 2016, the Company sold its short-term investments in UITF and
RCBC senior notes.

The Company's HTM investments pertain to government bonds which were purchased by the Philippine
Branch of CATS in compliance with the Corporation Code for foreign companies to maintain securities
with the SEC. Other current assets for the 12 months ending December 31, 2016 totaled US$2.6 million,
compared with US$2.5 million for the period endlng December 31 2015, an increase of 3%. The change
was mainly due to advances to suppliers. :

Non-current assets held for sale pertaln to the Companys Carmelray property which is being actively
marketed for sale, : _ .

Non-current assets, comprised of Property, plant and equipment (PPE), Available-for-sale (AFS) financial
asset, deferred income taxes and other noncurrent assets for the 12 months ending December 31, 2016
amounted to US$32.7million compared with US$26.9 million for the period ending December 31, 2015,
an increase of 21% The increase was mainly due to increase in PPE and non-current assets.

Liabilities

The Company’s current liabilities is comprised of trade and other payables, short-term loans, long-term
debt — current portion, amounts owed to related parties, deferred revenue, income tax payable,
provision for warranty. For the 12 months ending December 31, 2016, current liabllities were at US$58.5
million compared with US$30.1 million for the period ending December 31, 2015, a 192% increase. This
can be mainly attributed to increase in trade and other receivables, short-term loan, current portion of
long-term debt, income tax payable, and provmon for warranty

For the 12 months ending December 31, 2016 the Company s non-current liabilities, comprised of long-
term debt — net of current portion, retlrement‘ benefit obligation, and deferred income tax liability
amounted to US$38.8 million, a 100%% increase. compared to US$19.3 million for the period ending
December 31, 2015. The increase was mainly due to Iincrease in long-term debt and increase in
retirement benefit obligation. ‘
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Equity

The Company’s sharehoiders’ equity as of the 12 months ending December 31, 2016 amounted to
US$25.2 million compared with US$71.3 million for the period ending December 31, 2015, a 65%
decrease. The decrease in equity was due to acquisition of parent company shares by subsidiary.

Liquidity and Capital Resources

For the 12 months ending December 31, 2016, the Company’s principal sources of liquidity was cash
from sales of its products, IPO proceeds, bank credit facilities, proceeds from its 5-year corporate notes
issuance, and proceeds from its follow-on offering. The Company expects to meet its working capital,
capital expenditure, dividend payment and investment requirements for the next 12 months primarily
from the proceeds of the Company’s Initial Public Offering, proceeds of the Company’s corporate notes
issuance, short-term credit facilities and cash flows from operations. It may also from time to time seek
other sources of funding, which may include debt or equity financings, including dollar and peso-
denominated toans from Philippine banks, depending on its financing needs and market conditions.

For the next 12 months, the Company plans to increase its production further by increasing volume
deliveries to existing customers, entering intc new production agreements, and expanding its customer
base by intensifying its sales and marketing activities

The following table sets out the Company’s cash ﬂows for the 12 months ending December 31, 2016 and
the same period 2015:

- For the 12 months
In US$ Thousands : : ending December 31
' 2016 2015
Net cash flows provided by/ (used for) operating_actlvutles (1,582) 16,996
Net cash flows provided by/ (used for) investing activities - | 11,390 (28,900)
Net cash flows provided by/ (used for) financing actlvlt:es {14,916) 29,019

Net increase (decrease) in cash equivalents ) {5,265) 17,174
Net Cash Flows from Operating Activities

Net cash flow provided by operating actlvitleél'was US$(1.6) million for the 12 months ending December
31, 2016, compared with US$17.6 miIIion_rfor the same‘period in 2015.

For the 12 months ending December 31, 2016, net income before tax was US$8.2 million. After
adjustments for depreciation, unrealized foreign exchange gain/losses, interest income/expense, and
excess of the fair value of net assets acquired aver the aggregate consideration transferred, operating
income before change in working capital was US$11.6 million.. Changes in working capital decreased
operating income to US$1.6 mililon. This was mainly due to increase in inventories and receivables, and
increase in trade and other payables. o

Investing Activities

Net cash from investing activities amounted to US$11.4 million for the 12 months ending December 31,
2016. Investing activities in 2016 mainly involved disposal of financial assets at FVPL, increase in PPA,
and increase in other noncurrent assets. acquisition of property, plant and equipment. For the same
period in 2015, major investing activities involved investment in financial asset at FYPL, acquisition of
property, plant and equipment and AFS financiat asset. -
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Financing Activities

Net cash flow used in financing activities for the 12 months ending December 31, 2016 amounted to
US$14.9 million. Major financing activities involved proceeds from availment of short-term loans,
proceeds from issuance of corporate notes, less payment of cash dividends, payment of short-term and
long-term loans, interest, acquisition by subsidiary of Parent Company Shares, stock issue cost, and net
movement In amounts owed by and owed to related parties. For the same period in 2015 financing
activities amounted to US$29 million and mainly involved proceed from short-term loans, proceeds from
FOO, less payment of cash dividends, interest payments, payments of short term and long term loan and
net movement in amounts owed by and owed to related parties.

Material Changes to the Company's Audited Income Statement as of December 31, 2016
compared to the Audited Income Statement as of December 31, 2015 (increase/decrease of
5% or more)

« 25% increase in net sales
Sales growth for both CEC anf CATS

+ 23% increase in cost of sales
Increase in net sales

+ 14% increase in operating expenses
Higher operating expenses to support expansmn of operatlons

* 45% increase in Net Income Before Tax ‘
Higher sales, higher gross margins, higher operating margins

s 6% increase in Provision for Income Tax
Higher taxable income for CEC and CATS

« 49% increase In Net Income After Tax o
Increase in sales, gross profit, and operating income before tax

Material Changes to the Company’s Audited Balance Sheet as of December 31, 2016

compared to the Audited Balance Sheet as of December 31, 2015 (increase/decrease of 5%
or more)

* 1B% decrease in Cash and Cash Equwalent '
Increase in working capital, investments in PPE mvestment purchase by subsidiary of parent
company shares : ;

«  69% increase in Trade and Other Recewables - Net
-Longer payment term for certain key customers '

« 166% increase in inventories
Longer lead times for certain raw materials
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+ 100% decrease in Financial assets at fair value through profit or loss
Sale of short-term investments : ]

= 21% increase in Non-current Assets .
Increase in PPE and other non-current assets

= 94% Iincrease in Current Liabilities '
Increase in trade and other receivables, short-term Ioans, current portion of long-term debt income
tax payable, provision for warranty

»  97% in Non-current Liabilities _ ’
Increase in long-term debt and retirement benefit obligation

¢ 65% decrease in Total Equity
Investment by a subsidiary in parent company shares

KEY PERFORMANCE INDICATORS

The Company’s top five (5) key performance indicators are listed below:

Amounts in thousand LSS, 2014 | 2015 | 2016
except ratios, and where - ‘

indicated _ ‘

EBITDA 9,558 8,767 11,862
EBITDA Maragin 18% 15% ‘ 16%
Sales Growth 18% 15% | 25%
Current Ratle (x) 3.5x 3ix| | 1.5x
Earnings per share (US$) 0.017 0.013 ‘ 0.018
Nate:

*X¥Larnings per Share was calculated using CHPCS average outstanding common shares for the years
2014, 2015 and 2016

= EBITDA and EBITDA Margin

Earnings before interest, tax, depreciation and amortfzatlon (EBITDA} provides an indication of the
rate of earnings growth achieved.

The EBITDA margin shows earnings before 'intéres't," tax, depreciation and amortization as a
percentage of revenue, It is a measure of how efficiently revenue is converted into EBITDA.

EBITDA and EBITDAR Margin are not measures. of performance under PFRS, and investors should not
conslder EBITDA and EBITDA Margin in isolation or as alternatives to net income as an indicator of
our Company’s operating performance .or to-cash flow from operating, investing and financing
activities as a measure of liquidity, or any other measures of performance under PFRS. Because there
are various EBITDA and EBITDA Margin ¢alculation methods, the Company’s presentation of these
measures may not be comparable to similarly titled measures used by other companies.
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The following table sets out the Company’s EBITDA after:consolidation entries.

For the years ended December 31

In US$ 000 - 2014 - 2015 2016
Net income © 5,844 5,120 7,608
Add back: ‘ o T
Interest expense/income- : S
net .81 . 941 995
Provision for : o
income tax .79 516 547
Depreciation and R S
amortization 2,901 2,190 2,712
EBITDA | .~ 9558 8,767 11,862

The table sets forth a reconciliation of the Company’s_ consolidated EBITDA to consolidated net income.

For the yehrs énded December 31

In USs 000 2014 - 2018 2016
EBITDA .9,558 ‘ 8,767 11,862
Deduct: L
Interest -
expense/(income) (519) (941) (995)
Provision for s -
income tax (79) - . (516) (547)
Depreciation and . ‘
amortization (2,901) {2,190} (2,712)
Net Income 5,844 5,120 7,608

o Sales growth
Sales growth is a key indicator of the Company's ability to grow the business
»  Current ratio

Current ratio measures a company’s short-term liquidity, i.e. its ability to pay its debts that are due
within the next 12 months. It is expressed as the ratio between current assets and current liabilities.

s  Farnings per share

Earnings per share show the Company’s attributable profit earned per share. At constant outstanding
number of shares, as the Company's earnings increase, the earnings per share correspondingly
increase. . L .
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_FINANCIAL RISK DISCLOSURE

The Company is not aware of any known trehds; demands, commitments, events or uncertainties that
will have a material impact on the Company's liquidity.

The Company is not aware of any event that will trigger direct or contingent financial obligation that is
material to the Company, including default or acceleration of any obligation.

The Company does not have any off-balance sheet transactions, arrangements, obligations (including
contingent obligations), and other refationships w1th unconsolldated entities or other persons created
during the reporting period. : :

The Company has allocated up to US$8 Million for capital: expenditure for full year 2017, from the
proceeds of the Company’s Initial Public Offering, Follow-one Offering, Corporate Notes Issuances and
cash flows from operations. It may also from time to time seek other sources of funding, which may
include debt or equity financings, including dollar and peso-denominated loans from Philippine banks,
depending on its financing needs and market conditions.
The Company is not aware of any trends, events.or uncertainties that have had or that are reasonably
expected to have a material favorable or unfavorable impact on net sales/revenuesfincome from
continuing cperations.

The Company does not have any s1gn|f|cant elements of income or loss that did not arise from its
continuing operations.

The Company does not have any seasonal aspects that had a materlal effect on the financial conditions
or results of operations.
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Resuits of Operations

For the 12-month period ending December 31, 2015 compared to the 12-month period
ending December 31, 2014 . ‘

Revenue

The Company recorded consolidated revenues of US$59.5 million for the 12 months ending December
31, 2015, an increase of 15% from US$51.8 million for the same period in 2014. The increase was

accounted for by the growth of both the Company’s semiconductor and RF/microwave/millimeterwave
businesses, '

Sales per division

In U/Sg 000 For the 12 mohths ended December 31

2015 . 2014 % Inc /

oL {Dec)
Discrete 11,296 : 10,800 5
Multichip 10,163 o 9,629 6
IC - 8,119 - 8,556 (5)
QFN : 5143 - - 3,848 34
New Products . '5,415 A 5,221 4
Hermetics 2,083 . 7 2,008 4

CATS o

Cougar : 329 - 150 119
Qutdoor Unit 10,200 . 8,003 27
Indoor Unit 1,691 - -
Bridgewave : 2,332 - 1,534 : 52
IRFU 2,493 . - 1,009 147
RMS 285 . 1,034 (72)
Total 59,549 51,792 15%

Cost of Sales and Gross Margin

The Company’s cost of sales (COS) is composed of: raw materials, spare parts, supplies; direct salaries,
wages and employees’ benefits; depreciation and amortization; utility expenses directly attributable to
production, freight and duties; and changes in finished goods and work in process inventories. The
Company’s cost of sales increased by 13% to US4$50. million in the 12 months ending December 31, 2015
from US$44.3 million for the same period in 2014. The increase was mainly due to a rise in raw materials
expenses as a result of higher sales, higher salarles and wages, , and increase in inward freight and
duties. L ‘
Raw materials, spare parts, supplies and other inventories grew by8% to US$30.7 million for the
12 months ending December 31, 2015 from US$28.4 million for the same period in 2014,
- Salaries, wages and employees’ benefits increased by 5% to US$8.2 million for the 12months
ending December 31, 2015, from US$7.8 million for the same period in 2014,
Freight and duties increased by 30% . to US$960 thousand for the 12 months ending
December 31, 2015 from U5$739 thousand for the same period in 2014.

- Other cost of sales increased by 65% to US$845 thousand for the 12 months ending
December 31, 2015 from US$513 thousand for the same period in 2014,
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The Company’s gross margin was 16% for the 12 monthé ending December 31, 2015, one percentage
point higher than the gross margin recorded for the same period in 2014.

Operating £xpenses

The Company's operating expenses for the 12 months endmg December 31, 2015 amounted to US$3.8
million, 15% higher compared to the US$3. 3 mrlllon recorded during the same period in 2014.

Net Income (Loss) Before Income Tax

For the 12 months ending December 31 2015, the Company recorded a net income before income tax of
US$5.6 million, a decrease of 7% compared with US$6.1 million recorded for the same period in 2014,
In 2014, the Company recognized a gain from the excess of the fair market value of net assets over the
acquisition cost {(RBW acquisition) amounting to US$2.6 million.. In terms of core income (i.e. excluding
negative goodwill) the Company registered a gain of 35%, with core income at US$5.1 million for the 12
months ending December 31, 2015, compared to US$3.8 million for the same period in 2014.

Provision for Income Tax

Provision for income tax for the 12 months ending December 31 2015 amounted to US$516 thousand
compared with US$207 thousand for the same period in 2014, an increase of 149%.  This was mainly a
result of higher sales generated by CEC and CATS. ‘

Net Income AfRter Tax

The Company’s net income for the 12 months ,ending December 31 2015 amounted to U5%5.1 million, a-
decrease of 12% compared with US$5.8 miIIio_n for the same period in 2014.

Financial Condition

For the 12-month period endmg December 31 2015 compared to the period ending
December 31, 2014 ‘

Assats

The Company's cash and cash equivalent for the 12 months ending December 31 2015 amounted to
US5$29.8 million, compared with US$12.6 million for the perlod ending December 31, 2014, an increase of
US$17.2 million or 136%. The increase was mainly due to the proceeds from the follow-on offering
completed by the Company in November 2015, :

Trade and other receivables for the 12 months ending December 31, 2015 amounted to US$13.8 million,
compared with US$14.9 million for the period ending December 31, 2014, an 8% decline. The decrease,
despite an increase in the Company's consolidated sales, translates to more efficient collection of
receivables in 2015.

Inventory levels for the 12 months ending December.31, 2015 amounted to US$5.7 million, 47% lower
compared with US$10.8 million for the period endlng December 31, 2014. The decrease was mainly due
to reduction in work in process inventory., .

Financial assets at fair value through proflt and Ioss refer to short-term investments of the Company. For

the 12 months ending December 31, 2015. short term investments amounted to US$19.4 million
compared with US$702 thousand for the period ending December 31 2014, an increase of 26.7x. The
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increase was due to certain portion of proceeds from the Companys FOO placed in short-term
investments until the funds are utilized.

Cther current assets for the 12 months ending December 31, 2015 totaled US$2.5 million, compared with
US$1.8 million for the period ending December 31 2014, an increase of 4%. The change was mainly due
to security deposit and prepaid expenses,

Non-current assets, comprised of Property, plant and equipment (PPE), Available-for-sale (AFS) financial
asset, deferred income taxes and other noncurrent assets for the 12 months ending December 31, 2015
amounted to US$26.9 million compared with US$19.1 million for the period ending December 31, 2014,
an increase of 41%. The increase was mainly due to increase in PPE and AFS financial asset.

Liabilities

The Company's current liabilities is comprised of trade and other payables, long-term debt — current
portion and net of deferred financing costs, short-term loan, amounts owed to related parties, income tax
payable, dividends payable and derivative liability. For the 12 months ending December 31, 2015,
current liabilities were at US$30.1 miilion compared with US$16.3 million for the period ending December
31, 2014, an 84% increase. This can be mainly attributed to increase in trade and other receivables,
short-term loan and current portion of long-term debt.

For the 12 months ending December 31, 2015, the Company’s non-current liabilities, comprised of long-
term debt - net of current portion and deferred financing costs and retirement benefit obligation,
amounted to US$20.9 million, a 24% decrease compared to US$25.3 million for the period ending
December 31, 2014. The increase was mainly due to decrease in long-term debt and retirement benefit
obligation. '

Equity

The Company’s shareholders’ equity as of the 12 months ending December 31, 2015 amounted to
US$71.2 million compared with US$35 million for the period ending December 31, 2014, a 1G0%
increase. The increase In equity was due to additional paid-in capital and profits recorded by the
Company in 2015, less cash dividends paid out during the year.

Liquidity and Capital Resources

For the 12 months ending December 31, 2015, the Company’s principal sources of liquidity was cash
from sales of its products, IPO proceeds, bank credit facilities, proceeds from its 5-year corporate notes
issuance, and proceeds from its follow-on offering. The Company expects to meet its working capital,
capltal expenditure, dividend payment and Investment requirements for the next 12 months primarily
from the proceeds of the Company’s Initial Public Offering, proceeds of the Company’s corporate notes
issuance, short-term credit facilities and cash flows from operations. It may also from time to time seek
other sources of funding, which may include debt or equity financings, including dollar and peso-
dencminated lcans from Philippine banks, depending on its financing needs and market conditions.

For the next 12 months, the Company plans to 'incréage‘its production further by increasing volume
deliveries to existing customers, entering into new production agreements, and expanding its customer
base by intensifying its sales and marketing actlwtles

The following table sets out the Company’s cash flows for the 12 months ending December 31, 2015 and
the same period 2014:
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: o For the 12 months
In US$ Thousands ‘ R B ending December 31
' I 2015 2014
Net cash flows provided by/ (used for) operating activities 16,973 3,851
Net cash flows provided by/ (used for) investing activities {28,900) {1,642)
Net cash flows provided by/ (used for) financing activities 29,041 3,320
Net increase {decrease) in cash equivalents ' _ 17,174 5,578

Net Cash Flows from Operaling Activities

Net cash flow provided by operating activities vtas US$ 17 million for the 12 months ending December 31,
2015, compared with US$3.9 million for the same period in 2014.

For the 12 months ending December 31, 2015, net income before tax was US$5.6 million. After
adjustments for depreciation, unrealized foreign exchange gain/losses, interest income/expense, and
excess of the fair value of net assets acquired over the aggregate consideration transferred, operating
income before change in working capital was US$8.4 million. Changes in working capital increased
operating income to US$17.7 million. This was mainly due to decrease in inventories and receivables,
and increase in trade and other payables. ‘

Investing Activities

Net cash used in investing activities amounted to US$28.9 million for the 12 months ending December
31, 2015. Investing activities on 2015 mainly involved investment in financial assets at FVPL, AFS
financial asset, and acquisition of property, plant and equipment. For the same period in 2014, major
investing activities involved investment in financial asset at FVPL, acquisition of property, land and
equipment and net payment for acquisition of REMEC..

. Financing Activities

Net cash flow from financing activities for the 12 months ending December 31, 2015 amounted to US$29
million. Major financing activities involved proceeds from availment of short-term loan, proceeds from
issuance of common stock and preferred stock, less payment of cash dividends, payment of short-term
and long-term loans, interest and stock issue cost,-and net movement in amounts owed by and owed to
related parties. For the same period in 2014 financing activities amounted to US$3.3 million and mainly
involved proceed from short-term loan and long-term debt, less payment of cash dividends, interest

payments, payments of short term and long term loan and net movement in amounts owed by and owed
to related parties.

Material Changes to the Company’s Audited Income Statement as of December 31, 2015
compared to the Audited Income Statement as of. December 31, 2014 (increase/decrease of
5% or more)

« 15% increase in net sales
Sales growth for both CEC and CATS

* 13% increase in cost of sales
Increase in net sales

¢ 15% increase in operating expenses : T
Full-year consolidatlon of CATS operatirg expenses :
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7% decrease in Net Income Before Tax ,
Net Income in 2014 was significantly boosted by negative goodwill {gain from the excess of the fair
market value of net assets over the acquisition cost [Remec acquisition]).

149% increase in Provision for Income Tax
Higher taxable income for CEC and CATS ~

12% decrease in Net Income Af‘ter Tax v
In 2014, Net Income was significantly boosted by negatlve goodwill {gain from the excess of the fair
market value of net assets over the acquisition cost (Remec acquisition)

Material Changes to the Company’s ‘Audited Balance Sheet as of December 31, 2015
compared to the Audited Balance Sheet as of: December 31, 2014 (increase/decrease of 5%
or more)

136% Increase in Cash and Cash Equivalent '
Proceeds from the Company's follow-on offering

8% decrease in Trade and Other Receivabl_es = Net
-Improved collection efficiency

47% decrease in inventories
Reduction in work in process inventory

26.7x increase in Financial assets at fair value th'ro'ugh profit or loss
Certain portion of proceeds from the Companys FOO placed in short-term investments until the
funds are utilized ‘ o

41% increase in Non-current Assets
Increase in PPE and AFS financial assets

84% increase in Current Llabllltles
Increase In trade and other receivables, short-term loan and current portion of long-term debt

24% decrease in Non-current Liabilitles
Decrease in long-term debt and retirement benefit oblrgatlon

100% increase in Total Equity

Additional paid-in capital and profits recorded by the Company In 2015, less cash dividends paid
out during the year ‘

KEY PERFORMANCE INDICATORS

The Company's top five (5) key performance indicators are listed below:

Amounts in thousand LSS, 2013 2014 . | 2015
except rativs, and where ' :

indicated

EBITDA 7,492 9,558 8,767
EBITDA Margin 17% - 18% 15%
Sales Growth 8% 18%. | 15%
Current Ratio (x) 5% | 3.5x | 3.1x
Earnings per share (US$) 0.014 | - - 8.070 0.013
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Note:

*¥Earnings per Share was calculated using CHPCs average outstanding common shares for the years

2013, 2014 and 2015

«  EBITDA and EBITDA Margin

Earnings before interest, tax, depreciation and amortlzation (EBITDA} provides an indication of the
rate of earnings growth achieved,

The EBITDA margin shows earnings before interest, tax, depreciation and amortization as a
percentage of revenue. It is a measure of how efficiently revenue is converted into EBITDA.

EBITDA and EBITDAR Margin are not measures of performance under PFRS, and investors should not
consider EBITDA and EBITDA Margin in isolation or as alternatives to net income as an indicator of
our Company's operating performance or to .cash flow from operating, investing and financing
activities as a measure of liquidity, or any other measures of performance under PFRS. Because there
are various EBITDA and EBITDA Margin calculation methods, the Company’s presentation of these

measures may not be comparable to simitarly titled measures used by other companies.

The following table sets out the Company’s EBITDA after consolidation entries.

For the years ended December 31

In US$ 000 2013 2014 2015
Net income 4,637 5,844 5120
Add back:
Interest expensefincome-
net 285 | 519 941
Provision for o
income tax 260 79 516
Depreciation and -
amortization 2,310 2,901 2,190
EBITDA 7,492 9,558 8,767

The table sets forth a reconciliation of the Company’s consolidated EBITDA to consolidated net income.

For the year§ ended December 31

In USs ooo 2013 2014 2015
EBITDA 7,492 9,558 8,767
Deduct:
Interest :
expense/(income) (285) (519) (941)
Pravision for .
income tax (260) (79) (516)
Depreciation and S
amortization . (2,310) (2,501) (2,190)
Net Income 4,637 5,120
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s Sales growth
Sales growth is a key indicator of the Company’s ability to grow the business
»  Current ratio

Current ratio measures a company's short-term quuidity; i.e. its ability to pay its debts that are due
within the next 12 months. It is expressed as the ratio between current assets and current liabilities.

«  Farnings per share

Earnings per share show the Company’s attributable profit earned per share. At constant outstanding
number of shares, as the Company's earmngs mcrease, the earnings per share correspondingly
increase.

FINANCIAL RISK DISCLOSURE

The Company is not aware of any known trends, démands, commitments, events or uncertainties that
will have a material impact on the Company’s liquidity.

The Company is not aware of any event that will tri_gger“ direct or contingent financial obligation that is
material to the Company, including default or acceleration of any obligation.

The Company does not have any off-balance sh’é‘et"transactlons arrangements, obligations (including

contingent obligations), and other relationships with unconsohdated entities or other persons created
during the reporting period. :

The Company has allocated up to US$8 Million for capital expenditure for full year 2016, from the
proceeds of the Company’s Initial Public Offering and cash flows from operations. It may also from time
to time seek other sources of funding, which may inciude debt or equity financings, including dollar and
peso-denominated loans from Philippine banks, depending on its financing needs and market conditions.

The Company is not aware of any trends, events or uncertainties that have had or that are reasonably
expected to have a material favorable or unfavorable impact on net sales/revenues/income from
continuing operations. :

The Company does not have any significant elements of income or loss that did not arise from its
continuing operations.

The Company does not have any seasonal aSpects that had a material effect on the financial conditicns
or results of operations.

33



ITEM 7 FINANCIAL STATEMENTS

Please see attached Audited Financial Statements ending 31 December 2016.

ITEM B CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING

AND FINANCIAL DISCLOSURE
None.
ITEM 9 INDEPENDENT ACCOUNTANT AND AUDIT RELATED FEES

a. The Public Accountant

The Corporation’s public accountant is the accounting firm Sycip Gorres Velayo & Co ("SGV”).
They are being recommended once again for election, approval, and ratification for the current
fiscal year. As of December 31, 2015, SGV has been the Corporation’s external auditor for five
years with Mr. Ladislao Z. Avila, Jr. as the Partner-in-Charge for the audit years 2011 to 2015.
The Corporation, in compliance with SRC Rule 68, paragraph 3 (b) (iv) re: compliance with the
five (5) year rotation requirement for external auditors, has requested for a new Partner-in-
Charge from SGV to handle its accounts. Mr, Martln C. Guantes has been assigned by SGV as
Part-in-Charge effective 2015 Audit.

Representatives from SGV attend the Annual 'Meetirig 'of the Stockholders of the Corporation and

are given the opportunity to make. a statement |f they so desire. They are also expected to
respond to appropriate questlons .

b. External Audit Fees and Services

Audit and Audit-Related Fees .| 2016 2015

Regular audit - |-R.1,100,000 R 950,000
Special audit | Ag, 100, 000 g 700,00
Other fees (out-of-pocket expenses) a- A -

Total Audit and Audit-related Fees A 10,200,00 B 1,650,000
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PART III - CONTROL AND COMPENSATION INFORMATION

ITEM 10 DIRECTORS AND EXECUTIVE OFFIéERS OF THE ISSUER

Except for Mr. Roberto Juanchito T. Dispo, who was elected as Director, President and Vice Chairman of
the Corporation, the rest of the Directors and officers named herein have served in their respective
positions since May 11 2015. The Directors of the Corporation were elected at the annual meeting of the
stockholders of the Corporation to hold office until the next succeeding annual meeting of the
stockholders and until the respective successors have been elected and qualified.

The Officers were elected by the Board of Directors at the 6rganizational meeting of the Board on May 11
2016. The Board also elected during the said meeting the chairman and members of the Audit
Committee, the Nominations Committee, and the Compensation Committee.

The following is a brief profile of the Corporatlon s Directors and Officers for the year 2016-2017as well
as the nominees for the year 2017-2018.

Regular and Independent Directors.

Jerry Liu, 69 years old was elected as the Corporation’s Chairman and President on 25 May 2012. He is
currently the Chairman of the Corporation. He is also concurrently President/CEQ of CEC, Director of
Cirtek Land and Cayon Holdings, Inc. and Chairman of Silicon Link, Inc., Mr. Liu holds a Bachelor of
Science degree in Physics from Chung Yuan Unlver5|ty of Taiwan and an MBA from the University of the
East,

Roberto Juanchito T. Dispo, 52 years old was elected-Vice Chairman and Director of the Corporation
on 4 January 2016 and also as President of the Corporation on 27 May 2016. Mr, Dispo is also Vice
Chairman of Cosco Capital, and sits on the Board of PB Com Bank and Axa Philippines. Prior to joining
the Corporation, Mr. Dispo was President and Director of First Metro Investment Corporation. Mr. Dispo
holds BSC Economics and Business Management from San Sebastian College and Pamantasan ng
Lungsod ng Maynila, respectively. He also completed Masters in Business Administration and Masters in
Business Economics from Pamantasan ng Lungsod ng Maynlla and the University of Asia & the Pacific,
respectively. o

Nicanor Lizares, 53 years old was elected as. a director of the Corporation on 17 February 2011. He is
also a director of Pancake House, Inc., and Cirtek Holdings, Inc. He is a partner of Aureos Philippine
Advisers, Inc., Mr. Lizares has a Master of Science.in' Industrial Economics from the Center for Research
and Communications and an M.A. in International Relations from Boston University.

Anthony Buyawe, 49 years old was elected as the Corporation’s Treasurer and Chief Financial Officer
on 17 February 2011. He is concurrently the CFQ of CEC, CEIC and the Figaro Coffee Corporation, Prior
to joining the Corporation, Mr. Buyawe was CFO of ITP Technologies (2003 — 2005) and SMEDC (2008-
2009) and Senior Director of Ernst and Young (2005-2008). Mr. Buyawe obtained his BA degree from the
University of the Philippines and his MBA from the Asian Institute of Management.

Rafael G. Estrada, 64 years old, is Chairman and President of First National Holdings Corporation and
Chairman of Delta Agrivet Commercial, Inc. and Waterfor Calasiao, Inc. Previously, Mr. Estrada served as
Vice Chairman of the Social Security Systéem, and served as director for Land Bank of the Philippines,
Union Bank of the Philippines, Manila Doctors Hespital and Medical Center Manila. He obtained is BS

Management degree from the University of Sto. Tomas and his MBA (candidate)} from the University of
Virginia.



Martin Ignacio P. Lorenzo, 51 years old was elected as an Independent Director of the Corporation
on 17 February 2011 and shall serve as such for one year or until his successor is elected and qualified.
Mr. Lorenzo is the Chairman and President of Pancake House, Inc. He also served as Chairman, President
and CEO of Macondray & Co., Inc., Chairman and President of First Lucky Property Holdings, Chairman
and President of First Lucky Property Corporation.and Marlor Investment Corporation. Mr. Lorenzo
graduated from the Ateneo de Manila University with a Bachelor of Science in Management Engineering
and earned his MBA from the Wharton Graduate School, University of Pennsylvania in 1990,

Ernest Fritz Server, 73 years old, was electéd as an Independent Director of the Corporation on 17
February 2011 and shall serve as such for one year or until his successor Is elected and qualified. Mr.
Server serves as the President of Multimedia Telephony Inc., Vice Chairman of RFM Corporation,
Chairman of Arrakis Holdings, Inc., President of Seacage Industries, Inc., President of West Properties,
Inc., President of Superior Las Pinas, Inc., a director of ABS CBN Convergence, Inc. and a director of BIS
Development Corp. Previously, Mr, Server served as Vice Chairman of the Commercial Bank of Manila,
Consumer Bank and Cosmos Bottling Corporation, President of Philippine Home Cable Holdings, Inc. and
Philam Fund, and a director of Philippine Township, Inc.. Mr. Server graduated from the Ateneo de Manila
University in 1963 with degree in Bachelor of Arts degree in Economics and holds an MBA Major in
Banking and Finance from the University of Pennsylvania, Wharton Graduate School.

Michael Stephen T. Liu, 32 years old, is currently the General Manager of Cirtek Advanced Technology
and Solutions (CATSI) a Cirtek company catering to the telecom and wireless broadband space. He was
first elected as Director on 11 May 2015. Mr. Liu obtained his degree in Electronics and Communications
Engineering from De La Salle University in 2007 and is a licensed Electrical Engineer,

Brian Gregory T. Liu, 30 years old, has been the Assistant Corporate Secretary of the Corporation since
March 2011. He was first elected as Director on 11 May 2015. He is concurrently a stockholder in Cirtek
Electronics Corporation, Cirtek Land Corporation, and Turborg Trading. Mr. Liu trained as an Operations
Trainee in Dominos Pizza from 2001 to 2002, then as an Analyst in Evergreen Stockbrokerage &
Securities Inc. from 2003 to 2005. He obtained hIS degree in Management in Financial Institutions from
De La Salle University in 2009. ‘

Justin T. Liu, 35 years old, is President and Director of Figaro Coffee Systems, Inc. Mr. Liu graduated
from the De La Salle University with a Bachelor of Science in Business Management and earned his
Masters in Finance from the University of San Francisco in 2006.

Eduardo Lizares, 60 years old, is currently Partner at Padilla Law Office and Professorial Lecturer on
Constitutional Law at the University of the Philippines. Atty. Lizares holds a Bachelor of Arts degree for
De La Salle University, Bachelor of Laws degree from the University of the Philippines, and a Master of
Laws degree from Harvard Law School, Harvard UnlverSIty

Hector Villanueva, 81 years old, has held senior positions in both private and public sectors. He was
Chairman of the Board of First Metro Philippine Equity Exchange Traded Fund, Inc., Postmaster General
and CEQ of Philippine Postal Corporation, Member of the Advisory Board, F|rst Metro Investment
Corporation, and Publisher and Editor-in-Chief, Sun Star: Manlla, among others. Mr, Villanueva was also
Cabinet Secretary from 1995-1998. Mr. Vlllanueva obtained a Bachelor of Science degree in Economics
from the London School of Economics and- Pohtlcal -Science, and post-graduate studies from Royal
Institute of Bankers, United Kingdom.

Independent Directors
The nominees for Independent Directors of the Corporation for the year 2017-2018 are:

1. Ernest Fritz Server,
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2. Eduardo Lizares, and
3. Hector Villanueva

They have been nominated by Jerry Liu, current: Chairman of the Corporation. Jerry Liu has no
relationship with the nominee Independent Director. Ernest Fritz Server has been an Independent
Director of the Corporation since 17 February 2011. In accordance with the Securities and Exchange
Memorandum Circular No. 19, Series of 2016, Ernest Fritz Server may serve as Independent Director until
2021 while either Hector Villanueva or Eduardo leares mat served as Independent Director of the
Corporation until 2026.

Key Officer

Tadeo Hilado, 64 years old, Filipino, was elected as the Corporation’s Corporate Secretary on 17
February 2011. Atty. Tadeo is a senior partner at the Angara Abello Concepcion Regala & Cruz law
offices. He also serves as director and corporate secretary of several companies including Cocoa
Specialties, Inc., Univation Motor Philippines, Inc., Nissan Autoparts Manufacturing Corporation,
Sumisetsu Philippines, Inc., Samsonite Philippines; Inc., Vitarich Corporation, among others. Atty. Tadeo
holds a Bachelor of Arts degree from the De La Salle University, Bachelor of Laws degree from the
University of the Philippines and a Master of Laws degree from the University of Michigan.

ITEM 11 EXECUTIVE COMPENSATION

As a newly incorporated holding company, the Company has not paid or accrued any compensation prior
to 2011, The aggregate compensation during the last fiscal year and to be paid in the ensuing fiscal year
to the company’s 4 most highly compensated offlcers and: to its officers and directors as a Cirtek Group
unnamed is as follows:

For 2016

Name & Position Year Salary Estimated Bonus
Jerry Liu (President) 2016 ‘ -~ P40.0 million B8 million
Anthony Buyawe (CFO) :
Domingo Bonifacio (President
CATS)

Rolando Enriquez (Vice
President CATS)

Jorge Aguilar {President CEC -
Aggregate compensation paid | 2016 P45 million - R10 million
to all officers and directors as '

a Cirtek Group unnamed

For 2017

Name & Position Year - | Estimated Salary Estimated Bonus
Jerry Liu (Chairman) 2017 | £42 million P8.4 million
Roberto Juanchito Dispo ‘

(President)

Anthony Buyawe (CFO)
Rolando Enriquez (Vice
President CATS)

Jorge Aguitar (President CEC)




Aggregate compensation paid | 2017 P48 million £12 million
to all officers and directors as
a Cirtek Group unnamed

Compensation of Directors

Under the By-Laws of the Company, by resolution . of the Board, each director, shall receive a reasonable
per diem allowance for his attendance at each meeting of the Board. As compensation, the Board shall
receive and allocate an amount of not more than ten percent (10%) of the net income before income tax
of the corporation during the preceding year. Such compensation shall be determined and apportioned
among directors in such manner as the Board may deem proper, subject to the approval of stockholders
representing at least majority of the. outstandmg capltal stock at a regular or special meeting of the
stockholders. S

Standard Arrangements and Other Arrangemént’s -

There are no other arrangements for compensatlon either by way of payments for committee
participation or special assignments,

There are no other arrangements for " compensation _either by way of payments for committee
participation or special assignments other than reasonable per diem. There are also no outstanding
warrants or options held by the Company’s Chief Executive Officer, other officers and/or directors.

Employment Contracts, Termination of Employment, Change-in-Control Arrangements

The Cirtek Group has executed employment contract W|th some of its key officers. Such contracts
provide the customary provision on job description, benefits, confidentiality, non-compete, and non-
solicitation clauses. There are no special retirement plans for executives. There is also no existing
arrangement for compensation to be received by any executive officer from the Company in the event of
change in control of the Company.

Warrants and Options

There are no outstanding warrants and optrons held by any of the Company’s directors and executive
officers.
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ITEM 12

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND

MANAGEMENT

Owners of record of more than 5% of the corporation’s voting securities as of 31 March 2017:

Title of Name, Name of Citizenship Number of Shares % of Class
Class Address of Beneficial ‘ Held
Record Owner and

Owner, and | Relationship

Relationship | with Record

with Issuer Owner
Commeoen | Camerton, Camerton, Filiping =

Inc. Inc. L . 208,888,558 49.85
Commaon | PCD Nominee | PCD Nominee Filipino

Corporation Corpogration ‘ 143,816,827 34.32
Common | Cirtek Cirtek " Filipino 49,371,700 11.78

Electronics Electronics o

Corporation Corporation-

[ Common | Total - 402,077,085 95.95%
Title of Name, Name of |Citizenship Number of Shares Held | % of Class
Class Address of | Beneficial .
Record Owner and

Owner, and |Relationship

Relationship with Record

with Issuer Owner | ‘
Preferred | Camerton, Camerton, Filipino 400,000,000 100

Inc. Inc. ' ' .
Preferred | Total 400,000,000 100%

Under PCD account, the following partlapants hold shares representing more than 5% of the company’s
cutstanding shares: .

| Nu rhber of Shares

Participant Percentage
Guild Securities 67,072,828 19%
Citibank N.A. 27,561,862 6.6%

Except as stated above, the corporation has no knowledge of any person or any Cirtek Group who,

directly or indirectly, is the beneficial owner of more than 5% of the corporation’s outstanding shares or
who has a voting power, voting trust, or any similar- agreement with respect to shares comprising more

than 5% of the corporation’s cutstanding common stock,

The number of common shares beneficially owned by directors and executive officers as of 31 March
2017 are as foliows: ‘
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Title of Class Name of No. of Shares || Citizenship Percent
Beneficial " Held
Owner | o
Common Jerry Liv 1. . Chinese 0.0000
Common Rafael G. . 1 Filipino 0.0000
Estrada
Common Nicanor Lizares 1 ~_ Filipino 0.0000
Common Anthony Buyawe | . 1 Filipino 0.0000
Common Roberto 1 Filipino 0.0000
Juanchitg Dispo ,
Common Martin Lorenzo 1 Filipino 0.0000
Common Ernest Fritz 1 Filipino 0.0000
Server
Common Michael Stephen 1 : Filipino 0.0000
Liu ‘
Common Brian Gregory 1 Filipino 0.0000
Liu ' '

Voting Trust Holder of 5% or More

The corporation is not aware of any person holding' more than 5% of the common shares of the
corporation under a voting trust or similar agreement as there has been no voting trust agreement which
has been filed with the corporation and the Securities. and Exchange Commission,

Description of any arrangement which may result In,'a change in control of the corporation

No change in control of the corporation has oceUrred since the! beginning of the last fiscal year.

Item 13 Certain Relationships and ﬁelét’géd Transactions

The Liu family, primarily through Camerton, Inc., is the largest shareholder in the Corporation, and as of
March 31 2016 owns 208,888,558 shares, or approx1mately 49.85% of the Corporation’s issued and
outstanding common shares.

Related party relationship exists when the party has the ability to control, directly or indirectly
through one or more intermediaries, or exercise significant influence over the other party in making
financial and operating decisions. Such relationships also exist between and/or among entities which are
under common control with the reporting entity and -its key management personnel, directors or
stockholders. In considering each possible related party relationship, attention is directed to the
substance of the relationships.

In the normal course of business, the Group has entered into transactlons with affiliates. The significant
transactions consist of the following: . ‘

Advances for opérating requir_ements of CHI, former parent of CEC and CEIC

a.

b. Rental of land and lease deposit with Cirtek Land Corporation (CLC), an affiliate, where the
manufacturing building 1 and administrative building is situated; and

C. Payments and /or reimbursements of expenses made or in behalf of the affillates

d. Rental of land with Cayon Holdings, Inc. (Cayon), an affiliate, where the building 2 of the Group
is situated
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The consolidated balance sheets and consolidated statements of comprehensive income include the

following significant account balances resulting from the above transactions with related parties:

a. Amounts owed to related parties

Transactions

Balances as of

2016 2015 2016 2015 Terms Conditions
Other related parties ‘ o
CLC Rental 512,776 CBI3,515° - $446,970 $434,194 Due ondemand;  Unsecured
: . . non-interest
' bearing
Cayon Rental 11,690 12,025 " 73,181 61,492 Due on demand,  Unsecured
' non-interest
bearing
$520,152 $495,686
b. Amounts owed by related parties
M
Transacilons Balances as of
2016 2015 2016 2015 Terms Condilions
Other related parties '
Camerton Reimbursement 578,833 b $111,994 $33,161. Due ondemand; Unsecured; no
ol expenses non-interest impairment
. bearing
CHI Advances for - - 1,809,256 1,809,256 Due ondemand; Unsecured; no
working capital non-interest impairment
: ' bearing
‘Cayon Reimbursement - ~ 206,284 206,284 Due ondemand, Unsceured, no
of expenses ' non-interest impairment
. . . bearing
Jerry Liu Reimbursement 1,750,590 5483674 .. - 10309041 8,558,051 Due ondemand; Unsecured; no
of expenses : T non-interest impairment
o . bearing
$12,436,575 ©  $10,606,752
C. Rental deposit
Transactlons - | ' 'Balances as of
2016 2015 2016 2015 Terms Conditions
COther related parties o]
cLC ' 5 S B 81,181,399 $1,131,399  Due on demand;

The above related parties, except Jerry Litj, are entities under common control of the ultimate parent

non-interest
bearing

company. Jerry Liu is a stockholder and the chairman of the Parent Company’s BOD.

Transactions with CHI, Charmview Enterprises Ltd (C'EL)_ and officer

Unsecured, no
impairment

The amount owed by an officer amounting to $7.7 million as of December 31, 2010 was transferred in
2011 to CEL, the former ultimate parent of CEC and CEIC, CEL now owns 40% interest in Camerton, the
parent of CHPC. - : -

The amounts owed by and to CHI as of December 31, 2010 represent advances for working capital lines
in the normal course of business when CEC and CEIC were then still subsidiaries of CHI.
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For purposes of settling outstanding balances with the Group and as part of corporate restructuring in
preparation for the planned Initial Public Offering (IPO) of the Parent Company, on

March 17, 2011, CHI, CEL and the officer, with the consent of the Group, entered into assignment
agreements whereby CHI absorbed the amounts owed by CEL and by the officer as of

March 17, 2011 amounting to $7.7 mllllon and’ $0 8 million, respectwely

The Group, with the consent of the related partles entered into assignment agreements whereby the
Parent Company absorbed the amount owed by CEIC to CHI totaling $3.6 million representing unpaid
advances of $2.3 million and dividends of $1.3 mllllon as of March 17, 2011 (see Note 28).

Thereafter, on March 18, 2011, the Parent Company and .CHI, in view of being creditars and debtors to
each other as a result of the assignment agreements above, entered into a set-off agreement for the
value of the Group’s liability aggregating $6.8 million. The amount represents the above mentioned total
liability of $3.6 million and the balance outstanding from the Parent Company’s purchase of CEC and
CEIC amounting to $3.2 million, as revalued from the effect of foreign exchange rate.

The amount owed by CHI as of December 31; 2016 and 2015 pertains to the outstanding receivable
arising from the assignments and set-off agreements as discussed above.

Transactions with Camerton
Camerton is the majority shareholder of the Parent Company. ‘Amounts owed by Camerton as of

December 31, 2016 and 2015 pertain mainly to working caprtal advances and advances for incorporation
expenses of Camerton.

Transactions with CLC and Cayon

CLC is an entity under common control of the ultimate parent company. CEC had a lease agreement on
the tand where its manufacturing plant (Building 1) is located with CLC for a period of 50 years starting
January 1, 1999. The lease was renewable for. another 25 years at the option of CEC. The lease
agreement provided for an annual rental of $151 682, subject to periodic adJustments upon mutual
agreement of both parties.

On January 1, 2005, CEC terminated the Iease agreement with CLC but has continued to occupy the said
land for no consideratlon with CLC's consent. With the termination of the lease agreement, the Group
has classified the rental deposit amounting to $1.1 million as current asset as the deposit has become
due and demandable anytime from CLC (see Note 9) '

On January 1, 2011, CEC entered into an agreement w:th CLC to lease the land where CEC's Building 1 is
located. The agreement calls for a P=640,704 rent per annum for a period of 10 years and renewable
thereafter by mutual agreement of the parties subject .to such new terms and conditions as they may

then be mutually agreed-upon. Total rent expense charged to operations amounted to$12,777, $13,515
and$14,434in 2016, 2015 and 2014 respectwely

CEC also entered into an agreement with Cayon starting January 1, 2011 to lease the land where CEC's
Building 2 is located. The agreement calls for an annual rental of P=582,144 for a period of 10 years and
renewable thereafter. Total rent expense charged . to operations amounted to $11,690,$12,025
and$13,114 in2016, 2015 and 2014, respectively.
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PART IV — coRP_ORA_TE GOVERNANCE

ITEM 13 CORPORATE GOVERNANCE o _ ’ ,
The Corporation is committed to the ideals of good corporate governance. In compliance with the SEC
requirement, The Corporation is studying best pract|Ces in good corporate governance to further improve
the current corporate governance practices of the Corporation and to develop an efficient and effective
evaluation system to measure or determine the level of compliance of the Board of Directors and top
level management with its Manual of Corporate Governance.

Corporate governance rutes/principles were established to ensure that the interest of stakeholders are
always taken into account; that directors, officers and employees are conducting business in a safe and
sound manner; and that transactions entered into between the Corporation and related interests are
conducted at arm’s length basis and in the regular course of business. There are no incidences of
deviation from the Corporation’s Manual of Corporate Governance.,

The Corporation has sufficient number of |ndependent directors that gives the assurance of independent
views and perspective,
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CIRTEK HOLDINGS

Philippines Corporation

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of CIRTEK HOLDINGS PHILIPPINES CORPORATION is responsible
for the preparation and fair presentation of the financial statements including the schedules
attached therein, for the years ended December 31, 2016, and 2015 and 2014, in accordance with
the prescribed financial reporting framework indicated therein, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting process.

The Board of Directors reviews and approves the financial statements including the schedules
attached therein, and submits the same to the stockholders or members.

Sycip Gorres Velayo & Co., the independent auditor appointed by the stockholders, has audited
the financial statements of the Company in accordance with Philippine Standards on Auditing,
and in its report to the stockholders or members, has expressed its opinion on the faimess of
presentation upon completion of such audit,

S

JERRY LIU
Chairman of the Board

/l/\/\/\/V],w‘r-—f‘
ROBERTO JUANCHITO T. DISPO
President

AL wertme
“ANTHONY S, BUYAWE

Chief Financial Officer & Treasurer




APR 2 4 2017 MAKAYE CITY
SUBSCRIBED AND SWORN to before me this day of April 2017, affiants

exhibiting to me the following:

Name Competent Evidence of I1dentity
Jerry Liu Passport No. 307391456 issued in China, valid until
1 July 2023

Roberto Juanchito T. | Passport No. EB8527897 issued in Manila, valid
Dispo until 30 June 2018
Anthony S. Buyawe | Passport No. EC8472013 issued in Manila, valid
until 1 August 2021
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INDEPENDENT AUDITOR'S REPORT

The Board of Directors and Stockholders
Cirtek Holdings Philippines Corporation
116 Epst Main Avenue

Phase V-SEZ

Laguna Technopark

Bifian, Laguna

Report on the Audit of the Parent Compaﬁy Financial Statements
Opinion

We have audited the parent company financial statements of Cirtek Holdings Philippines Corporation
(the Company), which comprise the parent company balance sheets as at December 31, 2016 and 2015,
and the parent company statements of comprehensive income, parent company statements of changes in
equity and parent company statements of cash flows for the years then ended, and notes to the parent
company financial statements, including a summaty of significant accounting policies.

In our opinion, the accompanying parent company financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2016 and 2015, and its financial
performance and its cash flows for the years then ended in accordance with Philippine Financial,
Reporting Standards (PFRSs).

Lk R L e

We conducted our eudits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor's Responsibliities for the Audit
of the Parent Company Financial Statements section of our report. We are independent of the Company
inl accordance with the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics)
together with the ethical requirements that are relevant to our audit of the parent company financial
statements in the Philippines, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the Code of Ethics. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Parent Company
Finan cial Statements

Management is responsible for the preparation and fair presentation of the parent company financial
statements in accordance with PFRSs, and for such intemal control as management determines is
necessary to enable the preparation of parent company finencial statements that are free from material
misstatement, whether due to fraud or error. .
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In preparing the parent company financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going'
concern and using the going concern basis of accounting iinless management either intends to hqundat;e
the Company or to cease operations, or has no realistic altgrnative but to do so.

Those charged with governance are responsible for overséeing the Company"s financial reporting process.
Auditor’s Responsibilities for the Audit of the Parent Company Financial Statements

Our objectives are to obtain reasonable assurance about whether the parent company financial statements

— as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with PSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these parent company financial statements,

As part of an audit in accordance with PSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also: .

» Identify and assess the risks of material misstatement of the parent company financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, mtenttona] omissions, misrepresentations, or the override of
internal control.

effectiveness of the Company 5 mtcrnal conu'ol

« Evaluate the appropriateness of accounting pplic1es u_sed and the reasonableness of accounting
estimates and related disclosures made by management.

» Canclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as & going concerm.
If we conciude that a material ungertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the parent company financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

«  Evaluate the overal] presentation, structure and content of the parent company financial statements,

including the disclosures, and whether the parent company financial statements represent the.
underlying transactions and events in a manner that achieves fair presentation.
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We communicate with those charged with governance réga:ding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
contro| that we identify during our audit,

Report on the Supplementary Information Required Under Revenue Regulations No, 15-2010

Qur audits were conducted for the purpose of forming an opinion on the parent company financial
statements taken as a whole. The supplementary information reqmred under Revenue Regulations

No. 15-2010 in Note |7 to the parent company financial statements is presented for purposes of filing
with the Bureau of Internal Revenue and.is not & required part of the basic financial statements. Such
information is the responsibjlity of the management of Cirtek Holdings Philippines Corporation. The,
information has been subjected to the auditing procedures a'pplied in our audit of the basic financial
statements. In our opinion, the information is fairly stated, in all material respects, in relation to the basic
financial staternents taken as a whole,

SYCIP GORRES VELAYO & CO.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION
PARENT COMPANY BALANCE SHEETS

7 Dece.mb_er Ay
2016 2015 ;

ASSETS
Current Assets . -
Cash and cash equivalents (Note 4) ' $13,322,629 $17,260,582
Amounts owed by related parties (Note 11) 97,931,908 44,692,827
Financial asset at fair value through profit and ioss (FVPL)

(Note 5) ‘ - 8,767,580
Other current assets: | . . 5,314 157,786

- Total Current Assets . 111,259,851 70,878,775

Noncurrent Assets ‘ ‘
Available-for-sale (AFS) financial asset (Note 7) 1,667,000 1,667,000
Investrments in subsidiaries (Note 6) 5,981,499 5,981,499
Property and equipment _ L 67,757 84,696
Total Noncurrent Assets ' __7.716256 7,733,195
TOTAL ASSETS B ‘ , $118,976,107 £78,611,970
LIABILITIES AND EQUITY
Current Liabiljties. o o
Accrued expenses (Note 8) ‘ v - $157,059 3133451
Shart-term loans (Note 9) ‘ O 8,852,857 4,500,000
Cutrent portion of long-term debt - net of deferred

financing cost (Note 10) o 6,882,126 3,433,849

-~ Amounts owed to related partles (Note 11) S 19£37,7§I_' 10,265,290
W;T‘__‘w e S e T = T TW ——-,—rm-S-mU..—

‘Nnncurrent Liability
Long-term debt - net of current portlon and ‘ _

deferred financing cost (Note 10) ‘ 36,977,845 14,161,371
Total Liabilities _ ' o 72,807,618 32,493,961
Equity (Note 14) .
Commpn stock o 9,594,321 9,594,321
Preferred stock - net of subscription reoewable 221,239 221,239
Additional paid-in capital R 35,896,893 35,896,893
Retained eamings ‘ e . 456,036 405,556
Total Equity e ‘ 46,168,489 46,118,009
TOTAL LIABILITIES AND EQUITY D : $118,976,107  $78,611,970

See accompanying Notes to Parent Company Fi ihanb;_‘a! Statements .
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CIRTEK HOLDINGS PHILIPPINES CORPORATION
PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME

z‘ea‘rs Ended December 31

, 2016 2015
DIVIDEND INCOME (Note 11) _ | $4,820,000 $3,050,000
GENERAL AND ADMINISTRATIVE EXPENSES
(Note 12) ,_ . (278,040) (340,802}
FINANCIAL INCOME (EXPENSES)
Interest expense (Notes 9 and 10) S (1,134,962) (780,303)
Interest income (Notes 4 and 5) 358,230 343,193
- ' _ . - (776,732) (437,110)
OTHER INCOME (CHARGES) - Net.
Foreign exchange losses - net ‘ : (187,263) {52,906)
Gain on disposal B 93,670 -
Bank charges (1,155) (1,768)
Input value-added tax (VAT) written off : - (51,109)
Mark-to-market gain (Note 5) _ - 267,580
(94,748) 161,797
INCOME BEFORE TAX 3,670,480 2,433,385
PROVISION FOR INCOME TAX (Note 13) _ - - -
NET INCOME - 3,670,480 2,433,485
OTHER COMPREHENSIVE INCOME =

See accompanying Notes to Parent Company Financtal Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION

PARENT COMPANY STATEMENTS OF C

FOR THE YEARS ENDED DECEMBER 31; 2016 AND

S

GES IN EQUITY

5

Common stock

e pmism bty n g e gl

Issued .

Undistributed
Stock
Dividend§r

Preferred

. Stock_

Additional
Paid-in Capital

Retained
Eamings

TFotal

BALANCES AT DECEMBER 31,2014

ISSuance of additional capmal stock (Note 14)
Common stock
: ~ Preferred stock .
‘Stock issue cost (Ncﬁé 14) -
Total comprehensive income for the year

- Issuagce of undistributed stock dividends (Notc 14) .

Cash dividends declared Jthe 14)

g

o

%

203,869

701,187

689,265

3689265

(689265)

5

221,239

34,733,511

(1.159,163)

$71,671

3433 885

(2,100,000)

$12,698 316

34,023,732
221,239

(1,159,163}
2,433,885

~(2,100,000)

221,239

35,896,893

405,556

46,118,009 .

BALANCES AT DECEMBER 31, 2015 | 4ls94.321 -
“Total comprehensive income for the year i - - - - 3,670480 3,670,480
Cash dividends declared (Note 14) - - - - @3620000) (3,620,000)

BALANCES AT DECEMBER 31, 2016

d4i594,321

$221.239

_ $35,896,893

_$456,036

$46,168,489

See accompanying Notes to Parent Company Financidt Siatemenisi,
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CIRTEK HOLDINGS PHILIPPINES CORPORATION
PARENT COMPANY STATEMENTS OF CASH FLOWS

e s

o
_ | N Years Ended December 31 g‘
R 2016 2015 i
CASH FLOWS FROM QPERATING ACTIVITIES | -
Income before income tax _ £3,670,480 $2,433 885
Adjustments for: o ‘ I
Dividend income (Note 11) - @,820,000) (3,050,000 i
Interest expense (Notes 9 and 10) . ' 1,134,962 780,303 , ‘éﬁ‘
Interest income (Notes 4 and 5) ' ‘ ‘ (353 230) {343,19%) S
Unrealized foreign exchange loss - net - ' 143,588, 43 490
Gain on disposal of financial asset at FVPL (Notc 5) : £93,670) -
Depreciation o 16,939 -
Mark-to-market galn ' : - (267,580}
Operating loss before working capital changes O (30593D (403,095}
Decrease (increase) in: ;
Amounts owed by relared pa.rtlcs {Note 1 1) . ' (53,239,081) {5,511,095)
Other current assets : (5,448) 8,449
Increase in accrued expenses , : 1,019 26,305
Cash used in operations S  (53,549,441) {5,879,436)
Dividends received ‘ o 4,820,000 3,050,000
Interest received ‘ 516,016 185,407
Net cash used in operating activities {48,213,425) (2,544 029)
CASH FLOWS FROM INVESTING ACTIVITIES ‘
Proceeds from disposal of financial assetat FVPL .~ 8,861,250 : -
Acquisitions of: o
Financial asset-at FVPL (Note 5) o - (8,500,000)
AFS financia] asset (Note 7) o - (1,667,000)
__Property and equipment ‘ = {84,696)
Cash from (used In} investing activities_ . BB6L280  {]0,251,696)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from; ‘ )
T -:w—_mmflm@mﬁ e T -..j_..,‘.r_.‘.,;;'. — ,——_smrﬁm_,-._ B - -_..- - -
Availment of short-term Toans {Notc 9) R 1,642,857 4 500 1000
Stock issuance (Note 14) - 34 244 §71
Increase (decrease) in amounts owed to related parties (Note 11): 9,672,441 (15,578,233)
Pavments of; ) )
. Cash dividends {Note 14} {3,620,000) -
Long-term debt (Note 10) (3,500,000) (1,000,000)
Tnterest (Note 9) S (1,025,021) {698,894)
Debt issuance costs {Note 10) (321,605) (161, 159]
Short-term loans T (290,000)
Stock issue costs (Note 14) : . _ - {1,141 435)
Net cash from financing activities ' R 35,558,672 20,165,250
EFFECT OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS ‘ : (144.450). ('44,’309)
NET INCREASE {DECREASE) IN CASH AND CASH
EQUIVALENTS . . 13,937,953) 7225216
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 17,260,582 1‘0,03'5,3’_6‘6'

CASH AND CASH EQUIVALENTS AT END OF YEAR (Note 4) 513,322,629 $17260,582

‘See accompanying Noter to Parent Company Financial Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION
NOTES TO PARENT COMPANY FINANCIAL STATEMENTS

1. Corporate Information

Cirtek Holdings Philippines Corporation (CHPC or the Parent Company) was incorporated under
the laws of the Republic of the Philippines on February 10, 2011 to invest in, purchase or acquire
personal property of every kind, including shares of stocks, bonds, debentures, notes, evidences of
indebtedness, and other securities. ‘

The Parent Company was listed in the Philippine_-Stock Exchange (PSE) on November 18, 2011,

Prior to the listing, the Parent Company had undcrgone 8 corporate te-organization-qn

March 1, 2011 which includes an acquisition from Cirtek Holdings, Inc. (CHI) of 155,511,952
— common shares of Cirtek Electronics Corporation (CECY), and 50,000 shares of Cirtek Electronics
International Corparation (CEIC), representing 100% of the outstanding capital stock of both
companies. The above transaction was treated as a business combination of entities under
common control and was accounted for similar to pooling-of-interests method. Camerton Inc. is
the immediate parent of CHEC, while Carmetheus Holdmgs I.nc is the ultimate parent company
of the Group :

The Company has no employees as of December 31,2016 and 2015. The accounting and
administrative function of the Parent Company are handled by CEC.

Business Acquisition
On July 30, 2014, CEIC entered into a sale and purchase agreement with REMEC Broadband
Wireless Holdings (“REMEC™), for the purchase of 100% shares of REMEC's manufacturing
division, REMEC Broadband Wireless International, Inc. (“RBWI”), a Philippine-based
manufacturer of value added, highly integrated technology products, Based on the terms of the
sale, REMEC and its remaining subsidiaries will continue to design and market; its top-of-class
telecommunications products globally under its “REMEC” brand, and, REMEC will enter into a
f ctur'n agreement with Ri Wl to manufacturc.REMEC $ ) roducts undcr a lon

CHPC funded the acquls:non through a combmatmn of avallable cash on hand and proceads from
a corporate notes issuance.

The closing date of the transactions was effective 'July 30, 2014,

Authorization and issuance of parent company financial statements

The parent company financial statements as at and for the years ended December 31, 2016 and
2015 were approved and authorized for issuance by the Board of Directors (BOD) on

April 12, 2017,

2. Basis of Preparation, Statement of Compliance and Summary of Significant Accounting
Poljcies

Basis of Preparation

The parent company financial statements are prepared on & historical cost basis, except for
financial asset at FVPL which is carried at fair vaiue. The parent company financial statements
are presented in United States (US) dollar, which is the Parent Company's functional and
presentation currency. All a.mounts are rounded off to the nearest US dollar (3} except when
otherwise indicated.

001




Stater of Complj

The parent company ﬁnancw.l statements are prepared in accordance with Philippine Financial
Reportmg Standards (PFRS). The term PFRS, in general, includes all applicable PFRS,
Philippine Accounting Standards (PAS) and Interpretations issued by the Standing Interpretatlons
Committee, Philippine Interpretations Committee and the International Financial Reporting
Interpretations Committee (IFRIC), which have been approved by the Philippine Financial

Reporting Standards Council (FRSC) and adopted by the Philippine Securities and Exchange
Commission (SEC). ‘

The Parent Company also prepares and {ssues consolidated financial statements for the same
period as the separate financial statements in compliance with PFRS. These may be obtained at
the Parent Company's registered office address. '

Ch in Accounting Poligies and Discl'osures

‘The accounting p011c1es adopted are consistent with those of the prevlous financial year, except
that the Parent Company has adopted the following new accounting pronouncement and
amendments to existing pronouncements starting January 1, 2016, Adoption of these

pronouncements did not have a sxgmﬁcant 1mpact on the Parent Company’s financial position or
performance.

»  Amendments to PFRS 10, Consolidated Financial Statements, PFRS 12, Disclosure of
Intevests in Other Entities, and Philippiné Accouting Standards (PAS) 28, Investments in
Associates and Joint Ventures, Investment Entities: Applying the Consolidation Exception

s Amendments to PFRS 11, Jo!mﬁArranggmems,.AccOumfng Jor Acquisitions of Interests in

- Joint Operations ‘

» PFRS 14, Regulatory Deferral A ccounts .

¢ Amendments to PAS |, Presentation of Financial Statements, Disclosure Initiative

*  Amendments to PAS 16, Property, Plant and Equipment and PAS 38, Intangible Assets,
Clarification of Acceptable Methods of Depreciation and Amortization '

s Amendments to PAS 16 and PAS 41 Agwculture Bearer Plants

S Ptmenummr_._ TS STy
Statements:
¢ Annual Improvements to PFRSs 2012 - 2014 Cyc]e

«  Amendment to PFRS 5, Non-current Assets Held for Sale and Discontinued Operations,
Changes in Methods of Disposal

»  Amendment to PFRS 7, Financial In.srrumenrs Disclosures, Servicing Contracts

«  Amendment to PFRS 7, App!zcab:luy of the Amendments to PFRS 7 to Condensed Interim
Finagnecial Statements :

» Amendment to PAS |9, Employee Benefi zs Discount Rate: Reglonal Market Issue

s Amendment to PAS 34, Interim Financial Reportmg, Disclosure of Thformation
‘Elsewhere in the Interim Financial Report’

Pronouncements issued but not yet effective are listed below. Unless otherwise indicated, the Parent
does not expect that the future adoption of the said pronouncements to have a. significant impact on its
financial statements, The Parent Company intends to adopt the following pronouncements when they
become-effective., _

Effective beginning on or after January 1, 2017

»  Amendment to FFRS 12, Clarification of the Scope of.rhe Standard (Part of Annual.
Improvements to PFRSs 2014 - 2016 Cycle)
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The-amendments clarify that the. dxsclosure requirements in PFRS 12, other than those relating
to sumnmarized finencial information, apply to an cnuty s interest in a subsidiary, a joint
venture or an associate (or a portion of its interest in a joint venture or an associate) that is
classified {or included in a disposal group that is classified) as held for sale.

‘The amendments do not have any impact on the Parent Company’s financial position and

results of operation. The Parent Company will include the required disclosures in its 2017
parent company financial statements.

Amendments to PAS 7, Statement of Cash 'Flows, Disclosure Initiative

The amendments to PAS 7 require an entity to provide disclosures-that enable users of’
financial statements to evaluate changes in liabilities arising from financing activittes,
including both changes arising from cash flows and non-cash changes (such as foreign
exchange gains or Josses). On initial application of the amendments, entities are not required
to provide comparative information for preceding periods. Early application of the
amendments is permitted,

The amendments do not have any i'mpact-on the Parent Company’s financial position and
results of operation. The Parent Company will include the required disclosures in its 2017
parent company financiai statements,

Amendments to PAS 12, Income Taxes, Recogmnon of Deferred Tax dssets for Unrealized
Losses . )

The amendments clarify that an entity needs to consider whether tax law restricts the sources
of taxable profits against which it may make deductions on the reversal of that deductible
temporary difference. Furthermore, the amendments provide guidance on how an entity should
determine future taxable profits and explmn the circumstances in which taxable profit may
include the recovery of some assets for more tha.n their carrying amount.

T intities are. reqmmcf to. &pply the amendments. retrespectwely. However, ob.iaital application -

of the amendments, the change in the opcmng equlty of the earliest comparative period may

be recognized in opening retained earnings (or in another component of equity, as
appropriate), without allocating the change between opening retained earnings and other
components of equity. Entities applying this relief must disclose that fact. Early application of
the amendments is permitted. .

These amendments are not expected to have any impact on the Parent Company.

Effective beginning on or after Jdnuarj: 1, 20!8‘.

Amendments to PFRS 2, Share-based Payment Classy" Teation and Measurement of Share-
based Payment Transactions

The amendments to PFRS 2 address three main areas; the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction; the classification of a share-.
based payment transaction with net settlement features for withholding tax obligations; and
the accounting where 2 modification to the terms and conditions of a share-based payment
transaction changes its classification from cash settled to equity settled.
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On adoption, entities are required to apply the amendments without restating prior periods, but
retrospective application is permitted if elected for all three amendments and if other criteria
are met, Early application of the amendments is permitted.,

The amendments will not have any imii:act'on the Parent Company.

Amendments to PFRS 4, Insurance Con'tfdc!s; Applying PFRS 9, Financial Instruments, with
PFRS 4. ‘ ‘

The amendments address concems arising from implementing PFRS 9, the new financial
instruments standard before impiementing the forthcoming insurance contracts standard. They
allow entities to choose between the overlay approach and the deferral approach to deal with
the transitional challenges. The overlay approach gives all entities that {ssue insurance
contracts the option to recognize in other comprehensive income, rather than profit-or loss, the
volatility that could arise when PFRS 9 is applied before the new insurance contracts standard
is issued. On the other hand, the deferral approach gives entities whose activities are
predominantly connected with insurance an optional temporary exemption from applying
PFRS 9 until the earlier of application of the forthcoming insurance contracts standard or
Janvary 1, 2021.

The overlay approach and the deferral approach will only be available to an entity if it has not
previously applied PFRS 9.

The amendments are not applicable to the P-arexllt Company.

PERS 15, Revenue from Contracts with Customers

PFRS 15 establishes a new five-step mode! that will apply to tevenue arising from contracts
with customers. Under PFRS 13, revenue is recognized at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goods or

o b ey iy

" The new revenue standard is applicable to all entities and will supersede al} current revenue
recognition requirements under PFRSs. Either a full or modified retrospective application is
required for annual periods beginning on or after January 1, 2018,

The adoption of PFRS 15 is not ex’pect.édm have a significant impact on the Parent Company.
PFRS 9, Financial Instruments

PFRS O reflects all phases of the financial instruments project and repiaces PAS 39, Financial
Tnstruments: Recognition and Measurement, and all previous versions of PFRS 9. The
standard introduces new requirements for classification and measurement, impairment, and
hedge accounting. PFRS 9 is effective for annua| periods beginning on or after

January 1, 2018, with early application permitted. Retrospective application is required, but
providing comparative information is not compulsory. For hedge accounting, the requirements
are generally applied prospectively, with some limited exceptions,

The adoption of PFRS 9 will have an effect on the classification and measurement of the
‘Parent Company’s financial assets and impairment methodology for financial assets, but wil]
have no impact on the classification and measurement of the Parent Company’s financial
liabilities. The Parent Company is currently assessing the impact of adopting this standard.

O O
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Amendments to PAS 28, Measurmg an Assocrate or Joint Venture at Fair Value (Part of
Annual Improvements to PFRSs 2014-2016 Cycle)

The amendments clarify that an enuty that is a venture capital organization, or other quallfymg
entity, may elect, at initia] recognition on an investment-by-investment basis, to measure its
investments in associates and joint ventures at fair value through profit or loss. They also
clarify that if an entity that is not itself an investment eatity has an interest in an associate or
joint venture that is an investment entity, the entity may, when applying the equity method,
elect to retain the fair value measurement applied by that investment entity associate or joint
venture to the investment entity associate’s or joint venture’s interests in subsidiaries. This
election is made separately for each investment entity associate or joint venture, at the later of
the date on which (&) the investment entity associate or joint venture is initially recognized; (b)
the associate or joint venture becomes an investment entity; and (c) the investrent entity
associate or joint venture first becomes a parent. The amendiments should be applied
retrospectively, with earlier application perrmitted.

These amendments are not applicable to the Pé:ent Company.
Amendments to PAS 40, Investment Property, Transfers bf Investment Property

The amendments clarify when &n entity should transfer property, including-property under
construction or development into, or out.of investment property. The amendments state that a
change in use occurs when the property meets, or ceases to meet, the definition of investment
propcrty and there is evidence of the change in use. A mere changc in management’s
intentions for the use of a property does not provide evidence of a change in use. The
amendments should be applied prospectively to changes in use that occur on or after the
beginning of the annual reporting pertod in which the entity first applies the amendments.
Retrospective application is only permitted if this is possible without the use of hindsight.

These amendments are not applicable to the Parent Company.

TS e T
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'Phlhppme [nterpfetahon [FR.IC 22 Fare?’gn C'urrency Iransacrfons and Advance T
Consideration

The. interpretation clarifies that in determining the spot exc‘h‘ange rate to use on juitial
recognition of the related asset, expense or income (or part.of it) on the derecognition of a
non-monetary asset or non-monetary liability relating to advance consideration, the date of the
transaction is the date on which an entity initially recognizes the nonmonetary asset or non-
monetary liability arising from the advance consideration. If there arg multiple payments or
receipts in advance, then the entity must detérming a date of the transactions for each payment
or receipt of advance consideration. The interpretation may be applied on a fully retrospective
basis. Entities may apply the interpretation prospectively to all assets, expenses and income in
its scope that are initially recognized on or after the beginning of the reporting period in which
the entity first applies the interprefation or the beginning of a prior reporting period presented
as comparative information in the financial statements of the reporting period in which the
entity first applies the interpretation.

The adoption of the mterprctatlon is rot expected to have-any significant impact on the parent
company financial statements, :




6 '

Effective beginning on or after January 1‘;‘,,20,‘]9
« PERS16, Leases |

Under the new standard, lessees will no 'longer classify-their leases as either operating or
finance leases in accordance with PAS 17, Léases. Rather, lessees will apply the single-asset
model. Under this madel, lessess will recognize the asscts and related fiabilities for mast
Jeases on their balance sheets, and subsequently, will depreciate the lease assets and recognize
interest on the lease liabilities in their profit or loss. Leases with a term of 12 months or less or
for which the underlying asset is of low value are exempted from these requirements.

The accounting by lessars is substﬁntiall):f unchanged as the new standard carries forward the
principles of lessor accounting under PAS 17. Lessors, however, will be required to discilose
more information in their financial statements, particularly on the risk exposure to residual
value, : ,

Entities may early adopt PFRS 16 but only if they have also adopted PFRS 15. When

- adopting PFRS 16, an entity is permitted to use either a full retrospective or a modified
retrospective approach, with options to use certain transition reliefs. The adoption of PFRS 16
is not expected to have a significant impact on the Parent Company.

Deferred effectivity

« Amendments to PFRS 10 and: PAS 28, Sale or Contribution of Assets between an Investor and
its Assoclate or Joint Venture

The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the loss of
control of & subsidiary that is sold or contributed to an associate ar joint venture. The
amendments clarify that a full gain or loss is recognized when a transfer to an associate or
joint venture mvolves a busmess as deﬁned in PFRS 3, Business C‘ombmanons Any gain or

- “"”rliowever W recognmed only fo. the EXtent of umﬁiéi’mvmtors"mterems m.ﬁ afsGeiteor
e ]omt venture,

On January 13, 2016, the FRSC postponed the origina.l effective date of Tanuary 1, 2016 of the
said amendments unti! the International Accounting Standards Board has completed its
broader review of the research project on equity accounting that may result in the
simplification of accounting for such transactmns and of other aspects. of accounting for
associates and joint ventures.

Summary of Significant Accounting Policies -

Fair value meggurgmgnr

Fair value is the price that-would be recelved to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumpnon that the transaction to sell the asset or transfer the
liability takes place either: :

« Inthe principal market for the asset or hablhty, or
e In the absence of a principal market, in the most advantageous market for the asset or liability.

3
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The principal or the most advantageous market must be accessible to the Parent Company. The
fair value of an asset or a liability is measured usmg the assumptions that market part:c1pant5

would use when pricing the asset or llabxllty assuming that market participants act in their
economic best interest.

A fajr value measurement of a non-financial asset takes into account a market parficipant’s ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset-in its highest and best use.

The Parent Company uses valuation tdchni‘ques that are appropriate in the.circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is ‘nicasured or disclosed in the parent company
financial statements are categorized within the fair value hierarchy, described as follows, based on
the lowest level input that is significant to the fair value measurement as a whole:

»  Level [ - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

¢ Level 2 - Valuation techniques fot which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable; and

s+ Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Parent Company determines whether transfers have occurred between Levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each n_:porti;ig period.

For the purpose of fair value disclosures, the Parent Company has determined classes of assets and

1:ab|11t1es on the ba51s of the nature, characterlstlcs and risks of the asset or liability and the level

”Cash and Cash Equivalents

Cash includes cash in banks. Cash in banks eam interest at the respective bank deposit rates.

Cash equivalents are short-term, highly liquid mvestments that are readily convertible to known
amounts of cash with original maturities of three months or lcss from dates of acquisition and that
are subject to an insignificant risk of change in value.

Financial Instruments

Financial assets

Initial recognition

Financial assets within the scope of PAS 39 are classified as either financial assets at FVPL, loans
and receivables, held-to-maturity (HT M) investments, AFS financial asset, or as derivatives
designated as hedging instruments in an effective hedge, as appropriate. The Parent Company
determines the classification of its financial assets at initial recognition and, where allowed and
appropriate, re-evaluates such classifications at every reporting date.

Financial assets are recognized mmally at falr value plus, in the case of investments not at FVPL,
directly attributable transaction costs, :

UL
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Purchases or sales of financial assets that require delivery of'assets within a time frame established
by regulatmn or convention in the marketplace (regular way pu:chases) are recognized on the
trade date i.e., the date that the Parent Company commits to purchase or sell the asset,

The Parent Company’s ﬁnancml assets include cash and cash equivalents, ﬂnanma] assets at
FVPL, AFS financial asset and amounts owed by related partjes,

Subsequent measurement :
The subsequent measurement of ﬁnanclal assets depends on their classification as follows:

Financial assets at FVP,L

Financial assets at FVPL include financial assets held for trading and financial assets designated
upon initial recognition as at FVPL. Financial assets are classified as held for trading if they are
acquired for the purpose of selling in the near term. Derivatives, including separated embedded
derivatives, are also classified as held for trading unlegs they are designated as effective hedging
instruments. Financial assets at FVPL are carried in the parent company balance sheet-at fair
value with gains or losses recognized in the parent company statement of comprehensive income.

Derivatives embedded in host contracts are aceounted for as separate derivatives when:their risks
and characteristics are not closely related to those of the host contracts and the host contracts are
not carried at fair value, These embedded-derivatives are measured at fair value with gains or
losses arising from changes in fair value recognized in the parent compan‘y statement of'
comprehensive income. Reassessment only occurs if there is a change in the terms of the contract
that significantly maodifies the cash ﬂOWS that would otherwise be required.

Financial assets des1gnated asat FVPL are- de51gnated by management on initial recognition when
any of the following criteria are met: :

t

» - The designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or liabilities or recognizing gains or losses on them

B o o)
e ]} o nnlrlrl_u fabih e

= ~ e TTHE assers ahd Itabliites are part Ufa‘g‘roup of financiat aésets “financial llﬁblllifes orboth

which are managed and their performance evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy; or

» The financial instrument contains an embedded derivative, unless the embedded derivative
does not significantly modify the cash flows or it is clear, with little or no analysis, that it
would not be separately recorded.

The Parent Company designated its mvestment in Rizal Commercial Banking Corporation
{(RCBC) Sentor Notes as financial asset at FVPL as of December 31, 2015.

Loans and receivables
Losans and receivables are non-derivative ﬁnancml assets with fixed or determinable payments that
are not quoted in an active market. Such financial assets are carricd subsequently at amortized
cost using the effective interest rate (EIR) method. This method uses an EIR that exactly
discounts estimated cash receipts through the expected life of the financial assets to the net
carrying amount of the financial asset. (Gains and losses are recognized in the statement of
comprehensive income when the loans and receivables are derecognized or lmpmred as well as
through the amortization process. Interest earned is recogmzed as “Interest income” in the parent
company statement of comprehensive income. Asscts in this category are included in current

i
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assets except for maturities greater than 12 months after the end of the reporting period, which are
classified as noncurrent assets,

The Parent Company’s loans and receivables 1ncludc cash in bank and cash equivalents and amounts
owed by related parties.

HTM investments

HTM investments are quoted non-derivative financia) assets with fixed or determinable payments :
and fixed maturities for which the Parent Company’s management has the positive intention and "
ability to hold to maturity. When HTM investments, other than insigniﬁcént amounts are sold, the
entire category would be tainted and reclassified as AFS investments. After mnitial measurement,
HTM investments are measured at amortized cost using the EIR method, fess impairment.
Amortized cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the EIR. ~

The Parent Company does not have any HTM iavestments as of December 31, 2016 and 2015,

AFS financial assets

AFS financial assets are non-derivative ﬁnancnal assets that are designated as AFS or are not
classified in any of the three preceding categories. They are purchased and held indefinitely and
may be sold in response to liquidity requirements or changes in market conditions. After initial
measurement, AFS financial assets are measured at-fair value with unrealized gains or losses
recognized directly in equity until the investment is derecognized, at which time the cumulative
ga.in or loss recorded in equity is recognized in the parent company statement of comprchcnsive
income, or determined to be impaired, at which time the eumulative loss recorded in equity is
recognized in the parent company statement of comprehensive income. Unquoted equity
instruments are measured at cost less‘any 1mpaument if fair value cannot be reliably measured.

As of December 31, 2016 and 2015, the Parent Company s AFS financial asset pertains to its
investment in CloudMondo, Ltd. '

T T 1 TR ne T T T T

—— e —Rirmncial-liabilities -~ - -
Initial recognition o
Financial liabilities within the scope of PAS 39 are classified as financial liabilities at FYPL, [oans
and borrowings, or as derivatives designated as hedgiiig instruments in an effective hedge, as
appropriate. The Parent Company determines the classification of its financial liabilities at initial
recognition and where allowed and appropriate, re-evaluates such designation at each balance
sheet date.

All financial liabilities are recognized 1mtmlly at. fa\r va.lue plus, in the-case of loans and
borrowings, directly attributable transaction costs. -

The Parent Company’s financial lmbllmes include accrued expenses (exciuding statutory
liabilities), short-term loans, long—terrn debt and amounts owed to related parties.

Subsequent measurement
The subsequent measurement of financial l1ab11|t1es depends on their classification as follows:

Financial liabilities ar FVFL

Financial liabilities at FVPL include fmancxal liabilities held for trading and financiai liabilities
designated upon initial recognition as at FVPL.

VAR A
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Financial liabilities are c[a551ﬁed as held for trading if they are acquired for the purpose of selling
in the near term. This category includes derivative financial instruments entered into by the Parent
Company that do not meet the hedge accounting criteria as defined by PAS 39.

‘Financial Habilities at FVPL are carried in the parent company balance sheet at fair value with
gains and losses recognized in the parent company statement of comprehensive income. The
criteria for designating financial liabilities at FVPL on initial recognition are the same as those
applied for financial assets. '

The Parent Company has not classified any financial liabilities at FVPL as of December 31, 2016
and 2015,

Other financial linbilities

Other financial iiabilities are initially recogmzed at fair value of the consideration received, less

directly attributable transaction costs. After initial recognition, other financial liabilities are

subsequently measured at amortized cost using the EIR method. Gains and losses are recognized
. in the parent company statement of comprehensive income when the liabilities are derecognized,

as well as through the amortization process.

As of December 31, 2016 and 2015, the Parent Company's other financial liabilities include
accrued expenses, short-term loans, amount owed to related parties and long-term debt,

Offsetting of Financial Instryments

Financia! assets and financial liabilities are offsct and the net amount reported in the parent
company balance sheet if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the assets and
settls the liabilities simultaneously. The Parent Company assesses that it has a currently
enforceable right of offset if the right is not contingent on a future event, and is legally enforceable
in the normal course of business, event of default, and event of insolvency or bankruptcy of the
Parent Company and all of the counterparties.

T e e e ;__w_-'.‘. O T T ‘-_‘:.-_, T
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“Whiere thc transaction price in a non-active market is different from the falr vaIue of other
observable current market transactions in the same instrurnent or based on a valuation tcchruque
whose. variables include only data from observable market, the Parent Company recognizes the
difference between the transaction price and fair value (a ‘Day 1’ difference) in the parent
company statement of comprehensive income unless it qualifies for recognition as some other type
of asset. In cases where use is made of data which is not observable, the difference between the
transaction prlcc and model value is only recognized in the parent company statement of
comprehensive income when the inputs become observable or when the instrument is
derecognized. For each transaction, the Parent Company deterrnines the appropriate method of
recognizing the ‘Day 1’ difference amount.

A financial instrument is classified as debt if it provides for a contractual obligation to:

» deliver cash or another financial asset to another entity; or
exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the Parent Company,.or -

» satisfy the obligation other than by. the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares. - :




1l -

If the Parent Company does not have an unconditional right to avoid delivering cash or another

financial asset to settle its contractual obligation, the obhgatlon meets the definition of a financial
liability,

The components of issued financial instruments that contain both liability and equity elements are
accounted for separately, with the equity component being assigned the residual amount.afier i
deducting from the instrument as a whole the amount separately determined as the fair value of the ;
liability component on the date of issue.

Impairment of Financial Assets

The Parent Compa.ny assesses at each balance sheet datc whether a financial asset or a group of
financial assets is impaired. A financial asset or a group of financial assets is deemed to be :
impaired if, and only if, there is an objective evidence of impairment as a result of one or more !
events that has occurred after the initial recognition of the asset (an incurred ‘loss event’) and that
loss event (or events) has an impact on the estimated future cash flows of the financial asset or the
group of financial assets that can be reliably estimated.

Objective evidence of impairment may include indications that the debtors or a group of
contracting parties is experiencing significant financial difficulty, defauit or delinquency in
interest or principal payments, the probability that they will enter bankruptcy or other financial
reorganization, and where observable data indicate that there is 2 measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate with
" defaults. If such evidence exists, any impairment loss is recognized in the parent company
statement of comprehensive itcome.

Fingncial assets carried at amortized cost

The Parent Company first assesses individually whether objective evidence of impairment exists
for financial assets that are individually significant, or collectively for financial assets that are not
individually significant. If.it has determined that no objective evidence of impairment exists for
an mdmdua.lly assessed ﬁnancnal asset, whcther slgmﬁcant or not, thc asset is included in a group

i 'P:—collectxvely sessed-for impairment. Assets:that are individuatly: assesse&for 1rn*ptmcnt-md-for
" “"which an impairment loss is or contmues to be recognized afe not included in a collective
assessment of impairment.

If there is an objective evidence tha.t an lmpan—ment loss on loans and receivables carried at
amortized cost has been incurred, the amount of the:loss is measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows (excluding future
expected credit lossgs that have not been incurred) discounted at the financial assets’ origina] EIR
(i.e., the EIR computed at initial recognition date).- The carrying amount of the asset is reduced
either directly or through the use of an allowance account. The amount of the loss is recognized in
the parent company statement of comprehensive income. If, in a subsequent period, the amount of
the impairment loss decreases and the decrease can be. related objectively to an event ocourring
after the impairment was recognized, the previously recognized impairment loss s reversed, Any
subsequent reversal of an impairment loss is recognized in the parent company statement of
comprehensive income to the cxtent that the carrying value of the asset does not exceed its
amortized cost at the reversal date.

Financial assets carried at cost -
If there is objective evidence that an impairment loss on an unquoted equity instrument that is not
carried at fair value because its fair value cannot be reliably measured, or on a derivative asset that

is linked to and must be settled by delivery of such an unquoted equity instrument has heen

TRIGS ARk
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incurred, the amount of the loss is measured as the dltfcrence between the asset's carrying amount

and the present value of estimated future cash flows discounted at the current market rate of retum
for a similar financial asset.

Derecognition of F l_rgggg_gugst_rgmgg;s_

Financial assels

A financial asset (or, where applicable, a part of : a ﬁnancm] asset-or part-of a group of similar
financial assets) is derecognized when:

+ the rights to receive cash flows from the asset have expired;

e the Parent Company retains the right to receive cash flows from the asset, but has assumed.an
obligation to pay them in full w1th0ut matena[ delay to a third party under a “pass-through”
arrangement; or

e the Parent Company has transferred its nghts to receive cash flows from the asset and either
(a) has transferred substantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset,

When the Perent Company has transferred its nghts to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset nor transferred
controf of the asset, the asset is recognized to the extent of the Parent Company’s continuing
involvement in the asset. In this case, the Parent Company also recognizes an associated liability.
The transferred asset and the associated liability are measured on a basis that affects the rights and
obligations that the Parent Company has retained.

Continuing involvement that takes the form of a guarantee over the fransferred asset is measured
at the lower of the original catrying amount of the asset and the maximum amount-of
consideration that the Parent Company could be réquired to repay.

Cornpany s cont numg mvo[vc ot is the

When contmumg mvolvemcnt takcs the form of a written ancUor purchased optlon (mcludmg a

_'ule of‘ﬂieTﬁ-‘ansIf" rred assef‘that the'Par nT'Company
may repurchase, except that in the case of a written put option (including a cash-settled option or
similar provision) on an asset measured at fair value, the extent of the Parent Company’s
continuing involvement is limited to the lower of the fair value of the transferred asset and the
option exercise price, :

Financial liabtlities
A financial liability is derecognized when. the obhga.tlon under the liability is discharged,
cancelled or has expired,

‘When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantia{ly modified, such an exchange or
modification is freated as a derecognition of the orjginal llablllty and the recogmtlon of a new
liability, and the difference in the respective carrymg amounts is recognized in the parent company
statement of comprehensive income.

A
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- demonstrated that the expenditures have resuited in an increase in the future economic benefits :
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Property and Equipment

Property and equipment are stated at cost less accumulated deprcmatlon and any impairment in
value, ‘ !

The initial cost of property and eqmpment compnscs its purchase price, including import duties,

taxes, and any directly attributable costs of bringing the asset to its workmg condition and Iocatton
for its intended use,

Expenditures, such as repairs and maintenance, mcurred after the property and equipment have
been put into operations are normally charged to the parent company statement of comprehensive
income in the period in which the costs are incurred. In situations where it can be clearly :

expected to be obtained from the use of an item of property and equipment beyond its originally
assessed standard of performance, the expcndltures are capitalized as additional cost of property
and equipment.

When assets are sold or retired, their cost, accumulated depreciation and any impairment in value
are eliminated from the accounts. :

Any gain or loss resulting from the dispd_sal is included in the parent'company statement of
comprehensive income.

Depreciation commences when an asset is in its location and condition and capable of
being operated in the manner intended by management. The initial cost is depreciated using the
straight-line method, based on the estimated useful life of five (3) years.

‘The estimated useful life and depreciation method are reviewed periodicaily to ensure that the
period and method of depreciation are consistent with the expected pattern of economic benefits
from items of property and equipment. Such a review takes into consideration the nature of the
assets, their intended use and evaluation of the technology.

-

T e Cotments in SUDSIIAres. - - e S T T
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' Subsidiaries.are entities over which the Parent Company has the power, exposure, or rights to
variable returns from its involvement with its subsidiaries and the ability to use its power over the
investees to affect the amount of returns to the Parent Company. Investments in subsidiaries are
carried at cost less accumulated impairment in valus, if any.

Impaij t of Investments in Subsidiaries

The Parent Company assesses at the end of'each rcportmg period whether there is an indication
that investments in subsidiaries may be impaired. If any such indication exists and where the
carrying values exceed the estimated recoverable amounts, the assets are written down to their
recoverable amounts. An asset’s recoverable amount is the higher of an asset’s or cash-generating
unit’s (CGU’s) fair value less costs to sell and its value in use, and is determined for an individual
item, unless such item does not generate cash inflows that are largely independent of those from
other assets or group of assets or CGUs. When the carrying amount exceeds its recoverable
amount, such item is considered impaired and is Wwritten down to its recoverable arount. In
assessing value in use, the estimated future cash flows to be generated by such item are discounted
to their present value using & pre-tax discount rate that reflects the current market assessment of.
the time value of money and the risks specific to the asset or CGU. [mpairment losses of
continuing operations are recogmzed in the parent company statement of comprehensive income.
in the expense categories consistent with the funct:on of the impaired asset,

Ty
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An assessment i3 made at least on each balance sheet-date-as to whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A previously recognized impairment loss is
reversed anly if there has been a change in the estimates used to determine the asset's recoverable
amount since the [ast impairment loss was recognized. If that is the case, the carrying amount of
the assct is increased to its recoverable amount. The increased amount cannot exceed the canymg
amount that would have bgen determined had no impairment loss been recognized for the asset in.
prior years. Such reversal is recognized in the profit or loss. After such a reversal, the
depreciation and amortization charge is adjusted in future periods to allocate the asset’s revised
carrying amount on a systematic basis over its remaining useful tife.

Capjtal Stock

Capital stock is measured at par value.for all sharcs rssucd Incremental costs incurred that are
directly attributable to the issuance of new shares are shown in equity as deduction from proceeds,
net oftax. Proceeds and/or fair value of consideration received in excess of par value, if any, are
recognized as additional paid-in capital..

Retained Earnings:

Retained ea.mmgs represent the cumulative balance of penodlc net.income or loss, dividend
distributions, prior period adjustments, effect of changes in accounting policies and other capital
adjustments. Dividends for the year that are approved after the balance sheet date are dealt with as
an event after the balance sheet date. Unappropriated retained earnings represent that portion
which can be declared as dividends to stockholders. Appropriated retained earnings represcot that
portion which has been restricted for a specific purpose and, therefore, not available for dividend

. declaration.

The Parent Company may pay dividends in cash or by the issuance of shares of stock. -Cash and
property dividends are subject to the approval of the BOD, while stock dividends are subject to
approval by the BOD, at least two-thirds of the outstanding capital stock of the shareholders at a
shareholders meetmg called for such purpose, and by thc Phll:ppme SEC C’.ash and property

gevenue Recognition ‘ ‘ '

Revenue is recognized to the extent that it is probablc that the economic benefits will flow to the
Parent Company and the revenue can be reliably measured, regardless of when the payment is
being made. Revenue is measured at the fair value of the consideration received or receivable,
taking into account contractually defined terms of payment and excluding discounts, rebates, sales
taxes or duty. The Parent Company asse§ses its revenue arangements against specific criteria in
order to determine if it is acting as principal or agent. The Parent Company has concluded that jt
is acting as principal in all of its revenue. arrangements.

The following specific recognition criteria must also be met before-revenue:is recognized:
Drvrdend income
Dividend income is recognized when the Parent Company's rightto receive payment is

established.

Interest income
Interest income is recognized as it agcrues using the EH{ method.

AL R OUA RO
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Costs ang ens

Expenses are decreases in economic benefits during the accountmg pericd in the form of outflows
or decrease of assets or incurrence of liabilities that result | in decreases in equity, other than those
relating to distributions to equity participants. - Costs and expenses are recognized when incurred.

Lensges

The determination of whether an arrangement is, or contains, a lease I based on the substance of
the arrangement at the inception date and requires an assessment of whether the fulfillment of the
arrangements is dependent on the use of a specific asset or assets or the arrangement conveys a
right to use the asset, A reassessment is made after the inception of the lease only if one of the
following -applies; :

a. there is a change in contractual terms, other than a renewal or extension of the arrangement; or

b. arenewal option is exercised and extension granted, uniess the term of the renewal or
extension was initially included in the lease term; or

¢. there is a change in the determination of whether fulfiliment is dependent-on a specified asset;
or :

d. there is a substantial change to the asset;

When a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances give rise to the reassessment for scenarios (a), (¢) or (d) and at the date of
renewal or extension period for scenario (b). -

Parent Company as a lessee

Leases where the lessor retains substa.ntlally all the risks and benefits of ownership of the asset are
classified as operating leases. Operating lease payments are recognized as expense in the parent
company statement of comprehensive income on a straight-line basis over the lease term.

orei urrency-denominate action and Tragslati
The parent compa.ny ﬁnanclal statements are presented in US dollars Wl‘lICl’l is the funct:onal and

"ret:m'ded at’ rl're-funcnonlrt currency-sPot rateml1ng-afﬂ1e-dste-of-the-transactmn Butstandmg
monetary assets and liabilities denominated in foreign currencies aré retransiated at the functional
currency rate of exchange ruling at the balance sheet date.

All differences are taken to the parent” company statement of comprehensive income.
Nonmonetary items that are measured in terms of historical cost in a forefgn currency are
translated using the exchange rates as of the dates of the initial transactions,

Income Taxes

Current income tax

Current income tax assets and llab:lltles for the current and prior periods are measured at-the
amount expected to be recovered from or paid to the taxation authorities. The tax rates and tax
faws used to compute the amount are those that are enacted or substantively enacted as of the
balance sheet date.

Deferred income tax

Deferred income tax is provided using the balance sheet liability method on all temporary
differences at the balance sheet date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

WA
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors and Stockholders
Cirtek Holdings Philippines Corporation
116 East Main Avenue

Phase V-SEZ

Laguna Technopark

Binan, Laguna

Opinion

We have audited the consolidated financial statements of Cirtek Holdings Philippines Corporation and ils
subsidiaries (the Group), which comprise the consolidated balance sheets as at December 31, 2016 and
2015, and the consolidated statements of comprehensive income, consolidated statements of changes in
equity and consolidated statements of cash flows for each of the three years in the period ended
December 31, 2016, and notes to the consolidated.financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at December 31, 2016 and 2015, and its consolidated
financial performance and its consolidated cash flows for each of the three years in the period ended
December 31, 2016 in accordance with Philippine Financial Reporting Standards (PFRSs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Consolidated ¥inancial Statements section of our report. We are independent of the Group in
accordance with the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics)
together with the ethical requirements that are relevant to our audit of the consolidated financial
statements in the Philippines, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the Code of Ethics. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion,

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. For cach matter below, our
description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the duditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our assessment of
the risks of material misstatement of the consolidated financial statements. The results of our audit
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procedures, including the procedures performed to address the matter below, provide the basis for our
audit opinion on the accompanying colisolidated financial statements.

Presentation and Valuation of Noncurrent Assets Held for Sale

Land, building and related improvements valued at $11.41 million as of December 31, 2016 have been
classified as held for sale since 2014, as disclosed in Note |1 to the consolidated financial statements.

Assessing whether noncurrent assets may continue to be classified as held for sale even if such assets
were 1ot sold during the initial one-year period involves management’s judgment and requires
management to provide evidence that they are committed to selling the assets.

Noncurrent assets held for sale are stated at the lower of carrying amount and fair value less costs to sell.
Estimating fair value requires the assistance of an external appraiser whose calculations involve certain
assumptions, such as sales price and adjustments to sales price based on internal and external factors.
Determining fair value and related costs to sell requires management to make judgments regarding the
appropriate valuation methodology and involves estimation based on available inputs.

Audit response

We Inquired from management the circumstances that caused the delay of the sale of the assets, as well as
actions taken by management to respond to these circumstances. We also obtained relevant information
from management’s property consultants that supports management’s commitment to its plan to sell these
assets. For the assessment of the lower of carrying amount and fair value less costs to sell, we tested the
calculation performed by management. For the fair value, we involved our internal specialist in the review
of the methodology and assumptions used by an extemal appraiser in determining the fair value. We
evaluated the competence, capabilities and objectivity of the external appraiser. We compared the
assumptions used, specifically the sales price of comparable properties, against relevant external
information. We inquired from the external appraiser the basis of adjustments made to the sales price. For
the related costs to sell, such as marketing expenses, brokerage fees and relevant taxes, we evaluated the
basis of the estimated costs.

Other Information

Management is responsible for the other information, The other information comprises the information
included in the SEC Form 20-1S (Definitive Information Statement), SEC Form 17-A and Annual Report
for the year ended December 31, 2016, but does not include the consolidated financial statements and our
auditor’s report thereon. The SEC Form 20-1S (Definitive Information Statement), SEC Form 17-A and
Annual Report for the year ended December 31, 2016 are cxpecled to be made available to us after the
date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we will not
express any form of assurance conclusion thereon.

In connection with our audits of the consolidated financial statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our knowledge
obtained in the audits, or otherwise appears o be materially misstated.
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Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with PFRSs, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error,

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicahle, matters related to going concemn and
using the going concern basis of accounting unless muanagement either intends to liguidate the Group or o
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Andit of the Consolidated Financial Statements

QOur objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic deeisions of users taken on the
basis of these consolidated financial statements,

As part of an audit in accordance with PSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated finaneial statements,
whether due to fraud or error, design and perform andit procedures responsive to those risks, and
obtain audit evidence that is sufficienl and appropriate to provide a basis for our epinion. The risk of
not detecting a material misstatement resulting firom fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of

internal control.

= (Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

s Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

« Conclude on the appropriateness of management’s use of the éoing concern basis of accounling and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions Lhat may cast significant doubt on the Group’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required Lo draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadegquate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
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the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

+ Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

*  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the audit. We remain solely

responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
contro! that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to hear on our independence, and where applicable, related

safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumnstances, we
determine that a rnatter should not be communicated in our report because the adverse consequenees of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Kristopher 5.
Catalan.

SYCIP GORRES VELAYO & CO.

?5'1:% S. Catdlan

Partner
CPA Certificate No. 109712
SEC Accreditation No. 1509-A (Group A),
October |, 2015, valid until September 30, 2018
Tax ldentification No. 233-299-245
BIR Accreditation No. 08-001998-109-2015
March 4, 2015, valid until March 3, 2018
PTR No. 5908679, January 3, 2017, Makati City

April 12,2017
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

Pecember 31

2016 2015

ASSETS
Current Assets
Cash and cash equivalents (Note 5) $24,511,493 $29,776,866
Trade and other receivables (Note 6) 23,172,423 13,749,783
Inventories (Note 7) 15,281,893 5,737,068
Amounts owed by related parties (Note 17) 12,436,575 10,606,752
Held-to-maturity (HTM) investments (Note 10) 371,520 521,215
Financial assets at fair value through profit or loss (FVPL) (Note 8) 503 19,447,248
Other current assets (Note 9) 2,618,370 2,534,181

78,392,777 82,373,113
Noncurrent assets held for sale (Note 11) 11,408,611 11,408,611
Total Current Assets 89,801,388 93,781,724
Noncurrent Assets
Property, plant and equipment (Note 11) 28,675,910 23,841,532
Available-for-sale (AFS) financial asset (Note 12) 1,667,000 1,667,000
HTM investments (Note 10} - 368,574
Deferred income tax assets - net (Note 23) 174,578 135,555
Other noncurrent assets {(Note 13) - 2,170,859 893 853
Total Noncurrent Assets 32,688,347 26,906,514
TOTAL ASSETS $122,489,735 $120,688,238

LIABILITIES AND EQUITY
Current Liabilities

Trade and other payables (Note 14} $19,135,593 $13,385,642
Short-term loans (Note 15) 31,625,945 10,835,088
Current portion of long-term debt (Note 16) 6,882,126 5,303,642
Amounts owed to related parties (Note 17) 520,152 495,686
Income tax payable (Note 23) 327,656 123,794
Total Current Liabilities 58,491,472 30,143,852
Noncurrent Liabilities
Long-term debt - net of current portion (Note 16) 36,977,845 17,912,779
Retirement benefit obligation (Note 21) 1,807,847 1,357,811
Deferred income tax liabilities - net (Note 23) 3,373 -
Total Noncurrent Liabilities 38,789,065 19,270,590
Total Liabilities 97,280,537 49.414,442
Equity
Common stock (Note 28) 9,594,321 9,594,321
Preferred stock (Note 28) 221,239 221,239
Additionat paid-in capital 35,896,893 35,896,893
Equity reserve 4,138,375 4,138,375
Other comprehensive income 40,329 526,420
Retained earnings (Note 28) 24,884,576 20,856,548
74,715,733 71,273,756
Parent Company shares held by a subsidiary (Note 28) (49,566,535} -
Total Equity 25,209,198 71,273,796
TOTAL LIABILITIES AND EQUITY $122,489,735 $120,688,238

See accompanying Notes to Consolidated Financial Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2016 2015 2014
NET SALES $74,322,312 $59,548,534 $51,792,081
COST OF SALES (Note 18) (61,566,107) (49,981,847) (44,251,335)
GROSS PROFIT 12,756,205 9,566,687 7,540,746
OPERATING EXPENSES (Note 19) (4,353,603) (3,820,676) (3,328,456)
FINANCIAL INCOME (EXPENSES)
Interest income (Notes 5, 8 and 10) 380,095 385,973 42,563
Interest expense (Notes 15 and 16) (1,375,227 (1,327,413) (565,460}
(995,132) (941,440 (522,897)
OTHER INCOME - Net (Note 22) 747,890 831,945 2,361,516
INCOME BEFORE INCOME TAX 8,155,360 5,636,516 6,050,509
PROVISION FOR (BENEF1T FROM}
INCOME TAX (Note 23)
Current 559,457 475,638 202,011
Deferred {12,125) 39,998 4,814
547,332 515,636 206,825
NET INCOME 7,608,028 5,120,880 5,844,084
OTHER COMI'REHENSIVE INCOME (LOSS)
Other comprehensive income not to be reclassified
to profit or loss in subsequent periods;
Remeasurement gains (losses) on retirement
benefit, net of deferred tax (Note 21) (486,091) 208,841 383,993
TOTAL COMPREHENSIVE INCOME $7,121,937 35,329,721 $6,228,077
Basic/Diluted Earnings Per Share (Note 24) - $£0.018 $0.013 $0.017

See accompanying Notes to Consolidated Financial Statements.
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CIRTEX HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2016, 2015 AND 2014
Commeon Stock Additionsi Other Parent Company
Undistributed Preferred Paid-in Equity Comprehensive Retained Shares Held by 2
Issued Stoek Dividends Stock Capital Reserve  Income {Loss) Earnings Subsidiary Total
BALANCES AT DECEMBER 31,2013 §6,559,066 5 §- 54,733,511 54,138375 (566,414) $15,165,652 5 330,530,190
Net incame for the year, as previously
reported - - - - - - 6,541,692 - 6,541,692
Restatement due to finalization of purchase
___price allocation (Note 4) - - - - - - (697,608 - (697,608}
Net income for the year, as restated - - - - - - 3,844,084 - 3,844,084
Other comprehensive income - - - - — 383,993 - - 183,993
Total comprehensive income - - - - - 383,993 5,844,084 - 6,228,077
Cash dividends declarcd and paid at 30.00428
per share - - - - - - (1,200,000) - (1,200,000
Declaration of stoek dividends 644,803 689,265 - - - - (1,334,068) - -
Cash dividends declared at $0.00214 per
share - - - - - - {600,000} - {600,000}
BALANCES AT DECEMBER 31, 2014 7,203,869 . 689,265 - 4,733,511 4,138375 317,579 17,875,668 - 34,958,267
Met income for the year - - - - - - 5,120,880 - 5,120,380
Other comprehensive income - - - - - 208 841 - - 208 841
Total comprehensive income - - - - - 208,841 5,120,880 - 5,329,721
{ssuance of additional capitel s1ck:
Common stock (Note 28) 1,704,187 - - 32,322,545 - - - - 34,023,732
Preferred stock (Mote 28) | - - 221239 - - - - - 221,239
Stock issue costs (Note 28) - - - - (1,159,163) - - = - (1,159,163}
[ssuance of stock dividends (Note 28) 689,265 (689,265) - - - - - - -
Cash dividends declared at $0.003893 per
comsmon stock (Note 28) - - - - - - (1,200,000 - (1,200,000
Cash dividends declared at $0.002628 and :
5$0.000022 per common and preferred
slock, respectively (Nate 28) - - - - - - (900,000} - (900,000)
BALANCES AT DECEMBER 31, 2015 §5,594,321 5- §221,239 $35,896,893 $4,138,375 §526.420 520,896,548 §5-  371.273,79%
(Forward)
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Commeon Stock Additional Other Parent Company
Undistributed Preferred Paid-in Equity Comprehensive Retained Shares Heid by o
Issued Stock Dividends Stock Capital Reserve  Income (Loss) Earnings Subsidiary Total
Net income for the year 5 3 5 $- LS 5 $7,608,028 [ $7,608.028
Other comprehensive income - - - - - (486,091} - - {486,091
Total comprehensive income - - - - - (486,913 7,608,028 - 7,121,837
Cash dividends declared at $0.0050 and
$0.000021 per common and preferred
slock, respectively (Note 28) - - - - - - (2,100,000} - (2,100,000}
Cash dividends declared at 0,00362 and
50.000001 per common and preferred
stock, respectively (Note 28) - - - - - - (1,520,000 - (1,520,000)
Acquisition by subsidiary of the
Parent Company’s shares (Nate 28) - - - - - - - (49,566,535)  ({49,566,535)
BALANCES AT DECEMBER 31, 2016 $9,594,321 % §221,23% §35,89¢6,893 $4,138,375 $40,329 $24,884,576 (549,566,535)  §25,209,198

See accompanying Notes to Cansotidated Financial Statements,
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2016 2015 2014
CASH FLLOWS FROM OPERATING ACTIVITIES
Income before income tax - $8,155,360 $5,636,516 $6,050,909
Adjustments for:
Depreciation and amortization (Note 11) 2,711,632 2,190,004 2,900,520
Interest expense (Notes 15 and 16) 1,375,227 1,327,413 565,460
Interest income (Notes 5, 8 and 10) (380,095) (385,973} (42,563)
Change in fajr value of financial assets at FVPL
{Notes 8 and 22) - (293,349 184,985
Gain on disposal of financial assets at FVPL (Note 22) (262,332) - -
Movement in net retirement benefit obligation
{Note 21) 34,812 6,561 179,765
Excess of the fair value of net assets acquired over the
aggregate consideration transferred (Note 4) - - (2,041,059)
Net unrealized foreign exchange gains (19,282} (78,835) (28,054)
Operating income before working capital changes 11,615,322 8,402,337 7,769,963
Decrease (increase) in: .
Inventories {9,544,825) 5,031,613 3,414 890
Trade and other receivables {9,508,529) 1,080,734 (7,312,607)
Other current assets {79,881) (663,070) 107,565
Increase (decrease) in trade and other payables 5,823,431 3,631,226 (138,433)
Cash generated from (used in) operations {1,694,482) 17,482,840 3,841,378
Interest received 465,984 228,187 31,704
Income taxes paid (353,536) {715,139) (22,004}
Net cash from (used in) operating activities (1,582,034) 16,995,888 3,851,078
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Property, plant and equipment (Note 11) (7,546,010) (9,016,368 {1,860,794)
Financial assets at FVPL — (18,494,471) 7,353,292
AFS financial asset - (1,667,000) -
Proceeds from disposal of financial assets at FVPL. 19,709,049 - -
Redemption of HTM investments 518,269 209,453 -
Decrease in other noncurrent assets (1,291,781) 68,651 39,231
Net payment for the acquisition of REMEC entities
(Notc_4) - - (7, 173,92 6)
($1,642,197)

Net cash from (used in) investing activities

($28,899,735)

511,389,527

{Forward)
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Years Ended December 31

2016 2015 2014

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from availment of:

Short-term loans (Note 15) $22,080,857 $11,135,088 $3,300,000

Long-term debt (Note 16) 30,000,000 - 10,000,000
Proceeds from issuance of:

Common stock - 34,023,732 -

Preferred stock - 221,239 -
Payments of:

Cash dividends (3,620,000) (2,100,000) (1,800,000)

Interest (1,271,687 (1,499,983) (415,198)

Long-term debts (5,121,198) (3,761,921) (3,495,131)

Short-term loans (1,290,000) (2,400,000) (1,100,000)

Debt issuance costs (Note 16) (321,605) - -

Stock issue costs — (1,141,435) -
Acquisition by subsidiary ofthe Parent Company’s shares

(Note 28) (49,566,535) - -~
Net movement in amounts owed by and owed to

related parties (1,805,357} {5,458,135) (3,169,115
Net cash from (used in) financing activities (14,915,525) 29,018,585 3,320,556
EFFECT OF EXCHANGE RATE CHANGES

ON CASH AND CASH EQUIVALENTS (157,341) 59,806 49,138
NET INCREASE (DECREASE} IN CASH

AND CASH EQUIVALENTS (5,265,373) 17,174,544 5,578,575
CASH AND CASH EQUIVALENTS AT

BEGINNING OF YEAR 29,776,866 12,602,322 7,023,747
CASH AND CASH EQUIVALENTS AT

END OF YEAR (Note 3) $24,511,493 $29,776,866 $12,602,322

See accompanying Notes te Consolidated Financial Statements.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

g

— 1. Corporate Information
Cirtek Holdings Philippines Corporation (CHPC or the “Parent Company”) was incorporated
under the laws of the Republic of the Philippines on February 10, 2011 to invest in, purchase or

— acquire personal property of every kind, including shares of stocks, bonds, debentures, notes,
evidences of indebtedness, and other securities.

i The Parent Company was listed in the Philippine Stock Exchange on November 18, 2011.

Prior to the listing, the Parent Company had undergone a corporate reorganization on
. March 1, 2011 which includes an acquisition from Cirtek Holdings, Inc. (CHI) of 155,511,952
_ { common shares of Cirtek Electronics Corporation (CEC), and 50,000 shares of Cirtek Electronics
International Corporation (CEIC), representing 100% of the outstanding capital stock of both
companies. The above transaction was treated as a business combination of entities under
~— common control and was accounted for similar to pooling-of-interests method.

Camerton Inc. (Camerton) is the immediate parent of CHHPC, while Carmetheus Holdings, Inc. is
the ultimate parent company of CHPC and its subsidiaries (the Group).

'_ The Group is primarily engaged in the manufacture and sale of semiconductor packages as an
independent subcontractor for outsourced semiconductor assembly, test and packaging services.
CEC manufactures standard integrated circuits, discrete, hybrid and potential new packages and
provides complete turnkey solutions that include wafer probing, wafer back grinding, assembly
and packaging and final testing of semiconductor devices with majority of its client base located in
United States of America {USA). CEIC sells integrated circuits principally in the USA and
assigns the production of the same to CEC. The Parent Company’s registered address is 116 East
— Main Avenue, Phase V-SEZ, Laguna Technopark, Binan, Laguna.

Business Acquisition
On July 30, 2014, CEIC entered into a sale and purchase agreement with REMEC Broadband

- Wireless Holdings (REMEC), for the purchase of 100% shares of REMEC’s manufacturing
division, REMEC Broadband Wireless International, Inc. (RBWI), a Philippine-based

- manufacturer of value-added, highly integrated technology products. Based on the terms of the
sale, REMEC and its remaining subsidiaries will continue to design and market its top-of-class
telecommunications products globally under its “REMEC” brdnd, and, REMEC will enter into a
manufacturing agreement with RBWI to manufacture REMEC’s products under a long-term
contract manufacturing relationship. CEIC acquired RBWI for a consideration of $7.5 million.

- CHPC funded the acquisition through a combinatjon of available cash on hand and proceeds {rom

a corporate notes issuance.
The closing date of the transaction is effective July 30, 2014 (see Note 4).

RBW! is primarily engaged in the manufacture, fabrication and design of microwave components
and subsysterns primarily for export. RBW1 was renained to Cirtek Advanced Technologies and
Solutions, Inc. (CATS) on November 21, 2014 at the British Virgin Islands and on

February 18, 2015 at the Philippine Securities and Exchange Commission (SEC).
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Authorization and issuance of consolidated financial statements
The consolidated financial statements of the Group as at December 31, 2016 and 2015 and for

each of the three years ended December 31, 2016 were approved and authorized for issuance by
the Board of Directors (BOD) on April 12, 2017.

Basis of Presentation, Statement of Compliance, Basis of Counsolidation and Summary of
Significant Accounting Policies

Basis of Preparation
The consolidated financial statements of the Group are prepared on a historical cost basis except

for financial assets at FVPL which are carried at fair value, The consolidated financial statements
are presented in United States (US) dollars (§), which is the Parent Company’s functional and
presentation currency. All amounts are rounded off to the nearest US dollar except when

otherwise indicated.

Statement of Compliance
The consolidated financial statements of the Group have been prepared in accordance with

Philippine Financial Reporting Standards (PFRS) as issued by the Financial Reporting Standards
Council (FRSC). PFRS includes statements named PFRS, Philippine Accounting Standards
(PAS) and Philippine Interpretations based on International! Financial Reporting Interpretations
Committee (IFRIC) Interpretations issued by the Philippine Interpretations Committee.

Basis of Consolidation
The consolidated financial statemeuts comprize the {inancial statements of the Parent Company

and its subsidiaries as of December 31, 2016 and 2015 (see Notes 1 and 4):

Percentage of Ownership

Country of 2016 2015
Incorporation Direct Indirect Direct Indirect
CEC Philippines 100 - 100 -
CEIC British Virgin Islands (BVT) 100 - 100 -
CATS (formerly known as
RBWI) BVI - 100 - 100
CATS - Philippine Branch Philippines - 100 - 100
Remec Broadband Wireless
Real Property (RBWRP)  Philippines - 100 - 100

Specifically, the Group controls an investee if, and only if, the Group has:
Power over the investee (i.e. eXisting rights that give it the current ability to direct the relevant

activities of the investee);
= Exposure, or rights, to variable returns from its involvement with the invesiee; and

» The ability to use its power over the investee to affect its returns.
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When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,

including;

= The contractual arrangement with the other vote holders of the investee;
» Rights arising from other contractual arrangements;
= The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control. Consolidation of a
subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or
disposed of during the year are included in the statement of comprehensive income from the date
the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the
equity holders of the Parent Company and to the non-controlling interests, even if this results in
the non-controlling interests having a deficit balance. When necessary, adjustments are made to
the stand-alone financial statements of subsidiaries to bring their accounting policies into line with
the Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the Group are eliminated in full on

consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is aceounted for as an
equity transaction, If the Group loses control over a subsidiary, it:

* Derecognizes the assets (including goodwill) and liabilities of the subsidiary;

* Derecognizes the carrying amount of any non-controlling interests;

+ Derecognizes the cumulative translation differences recorded in equity;

¢ Recognizes the fair value of the consideration received;

* Recognizes the fair value of any investment retained;

e Recognizes any surplus or deficit in profit or loss; and

» Reclassifies the parent’s share of components previously recognized in OCI to profit or loss or
retained earnings, as appropriate, as would be required if the Group had directly disposed of

the related assets or liabilities.

Common control business combinations

Where there are group reorganizations and business combinations in which all the combining
entities within the Group are ultiinately controlled by the same ultimate parent (i.e., controlling
shareholders) before and after the business coinbination and the control is not transitory (business
combinations under common control), the Group accounts for such group reorganizations and
business combinations similar to a pooling-of-interests inethod. The assets and liabilities of the
acquired entities and that of the Company are reflected at their carrying values at the stand-alone
financial statements of the investee companies. The difference in the amount recognized and the
fair value of the consideration given is accounted for as an equity transaction, i.e., as either a
contribution or distribution of equity. Further, when a subsidiary is disposed in a common control
transaction without loss of control, the difference in the amount recognized and the fair value of

consideration received is also accounted for as an equily transaction.

The Group records the difference as equity reserve and is presented as a separate component of
equity in the consolidated balance sheet. Comparatives shall be restated to include balances and
transactions as if the entities have been acquired at the beginning of the earliest period presented in
the consolidated financial statements, regardisss of the actual date of the combination.
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Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial year, except
that the Group has adopted the following new accounting pronouncements starting
January 1, 2016. These pronouncements are either not applicable to the Group or their adoption
did not have a significant impact on the Group’s financial position or performance.

 Amendments to PFRS 10, Consolidated Financial Statements, PFRS 12, Disclosure of
= Interests in Other Entities, and PAS 28, Investments in Associates and Joint Venrures,

Investment Entities: Applying the Consolidation Exception

— These amendments clarify that the exemption in PFRS 10 from presenting consolidated

financial statements applies to a parent entity that is a subsidiary of an investment entity that

measures all of its subsidiaries at fair value. They also clarify that only a subsidiary of an

T investment entity that is not an investiment entity itself and that provides support services to
R the investment entity parent is consolidated. The amendments also allow an investor (that is
not an investment entity and has an investment entity associate or joint venture) to retain the
fair value measurement applied by the investment entity associate or joint venture to its
interests in subsidiaries when applying the equity method.

»  Amendments to PFRS 11, Joint Arrangements, Accounting for Acgquisitions of Interests in
Joint Operations :

The amendments to PFRS 11 require a joint operator that is accounting for the acquisition of
an interest in a joint operation, in which the activity of the joint operation constitutes a
business (as defined by PFRS 3, Business Combinations), to apply the relevant PFRS 3
principles for business combinations accounting. The amendments also clarify that a
previously held interest in a joint operation is not remeasured on the acquisition of an
additional interest in the same joint operation while joint control is retained. In addition, a
scope exclusion has been added to PFRS 1! to specify that the amendments do not apply when
o the parties sharing joint control, including the reporting entity, are under common control of

the same ultimate controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation and the
acquisition of any additional interests in the same joint operation.

= PFRS 14, Regulatory Deferral Accounts

PFRS 14 is an optional standard that allows an entity, whose activities are subject to rate-
regulation, to continue applying most of its existing accounting policies for regulatory deferral
o account balances upon its first-time adoption of PFRS. Entities that adopt PFRS 14 must

present the regulatory deferral accounts as separate line items on the slatement of financial
position and present movements in these account balances as separate line {tems in the
statement of income and other comprehensive income. The standard requires disclosures on
the nature of, and risks associated with, the entity’s rate-regulation and the effects of that rate-
regulation on its consolidaied financial statements.
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Amendments to PAS 1, Presentation of Financial Statements, Disclosure Initiative

The amendments are intended to assist entities in applying judgment when meeting the
presentation and disclosure requirements in PFRSs. They clarify the following;:

= That entities shall not reduce the understandability of their financial statements by either
obscuring material information with immaterial information; or aggregating material items
that have different natures or functions

= That specific line items in the statement of income and other compreliensive income and
the statement of financial position may be disaggregated

»  That entities have flexibility as to the order in which they present the notes to financial

statements
«  That the share of other comprehensive income of associates and joint ventures accounted

for using the equity method must be presented in aggregate as a single line item, and
classified between those items that will or will not be subsequently reclassified to profit or

loss.

Amendments to PAS 16, Property, Plant and Equipment and PAS 38, Intangible Assels,
Clarification of Acceptable Methods of Depreciation and Amortization

The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of
economic benefits that are generated from operating a business (of which the asset is part)
rather than the economic benefits that are consumed through use of the asset, As a result, a
revenue-based method cannot be used to depreciate property, plant and equipment and may
only be used in very limited circumstances to amortize intangible assets. '

Amendments to PAS 16 and PAS 41, Agriculture: Bearer Plants

The amendments change the accounting requirements for biological assets that meet the
definition of bearer plants. Under the amendinents, biological assets that meet the definition of
bearer plants will no longer be within the scope of PAS 41. Instead, PAS 16 will apply. After
initial recognition, bearer plants will be measured under PAS 16 at accumulated cost (before
maturity) and using either the cost mode! or revaluation model (after maturity). The
amendments also require that produce that grows on bearer plants will remain in the scope of
PAS 41 measured at fair value less costs to sell. For government grants related to bearer
plants, PAS 20, Accounting for Government Grants and Disclosure of Government Assistance,

will apply.

Amendments to PAS 27, Separate Financial Statements, Equity Method in Separate Financial
Statements

The amendments allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements. Entities
already applying PFRS and electing to change to the equity method in its separate financial
statements will have to apply that change retrospectively.

1
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Annual Improvements to FFRSs 2012 - 2014 Cycle

Amendment to PFRS 5, Non-current Assets Held for Sale and Discontinued Operations,
Changes in Merhods of Disposal

The amendment is applied prospectively and clarifies that changing from a disposal
through sale to a disposal through distribution to owners and vice-versa should not be
considered to be a new plan of disposal, rather il is a continuation of the original plan.
There is, therefore, no interruption of the application of the requirements in PFRS 5. The
amendment also clarifies that changing the disposal method does not change the date of
classification.

Amendment to PFRS 7, Financial Instruments: Disclosures, Servicing Contracts

PFRS 7 requires an entity to provide disclosures for any continuing involvement in a
transferred asset that i1s derecognized in its entirety. The amendment clarifies thata
servicing contract that includes a fee can constitute continuing involvement in a financial
asset. An entity must assess the nature of the fee and arrangement against the guidance for
continuing involvement in PFRS 7 in order to assess whether the disclosures are required.
The amendment is to be applied such that the assessment of which servicing contracts
constitute continuing involvement wili need to be done retrospectively. However,
comparative disclosures are not required to be provided for any period beginning hefore
the annual period in which the entity first applies the amendments.

Amendment to PFRS 7, Applicability of the Amendments to PFRS 7 to Condensed Interim
Financial Statements

This amendment is applied retrospectively and clarifies that the disclosures on offsetting
of financial assets and financial liabilities are not required in the condensed interim
financial report unless they provide a significant update to the information reported in the
tnost recent annual report.

Amendment ta PAS 19, Employee Benefits, Discount Rate: Regional Marker Issue

This amendment is applied prospectively and clarifies that market depth of high quality
corporate bonds is assessed based on the currency in which the obligation is denominated,
rather than the country where the obligation is located. When there is no deep market for
high quality corporate bonds in that currency, government bond rates must be used.

Amendment to PAS 34, Interim Financial Reporting, Disclosure of Information
‘Elsewhere in the Interim Financial Report’

The amendment is applied retrospectively and clarifies that the required interim
disclosures must either be in the interim financial statements or incorporated by cross-
reference between the interim financial statements and wherever they are included within
the greater interim financial report (e.g., in the management commentary or risk report).
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Pronouncements issued but not yet effective are listed below. Unless otherwise indicated, the
Group does not expect that the future adoption of the said pronouncements to have a significant
impact on its consolidated financial statements. The Group intends to adopt the following
pronouncements when they become effective,

Effective beginning on or after January I, 2017

=  Amendment to PFRS 12, Clarification of the Scope of the Standard (Part of Annual
Improvements to PFRSs 2014 - 2016 Cycle)

The amendments clarify that the disclosure requirements in PFRS 12, other than those relating
to summarized financial information, apply to an entily's interest in a subsidiary, a joint
venture or an associate (or a portion of its interest in a joint venture or an associate) that is
classified (or included in a disposal group that is classified) as held for sale.

The amendments do not have any impact on the Group’s financial position and results of
operation. The Group will include the required disclosures in its 2017 consolidated financial

statements,

« Amendments to PAS 7, Statement of Cash Flows, Disclosure Initiative

The amendments to PAS 7 require an entity to provide disclosures that enable users of
financial statements to evaluate changes in liabilities arising from financing activities,
including both changes arising from cash flows and non-cash changes (such as foreign
exchange gains or losses). On initial application of the amendments, enlities are not required
to provide comparative information for preceding periods. Early application of the
amendments is permitted.

The amendments do not have any impact on the Group’s financial position and results of
operation. The Group will include the required disclosures in its 2017 consolidated financial

statements.

» Amendments to PAS 12, Income Taxes, Recognition of Deferred Tax Assets for Unrealized
Losses-

The amendments clarify that an entity needs to consider whether tax law restricts the sources
of taxable profits agaimst which it may make deductions on the reversal of that deductible

temporary difference. Furthermore, the amendments provide guidance on how an entity should

determine future taxable profits and explain the circumstances in which taxable profit may
include the recovery of some assets for more than their carrying amount.

Entities are required to apply the amendments retrospectively. However, on initial application
of the amendments, the change in the opening equity of the earliest comparative period may
be recognized m opening retained earnings (or in another component of equity, as
appropriate), without allocating the change between opening retained eamings and other

components of equity. Entities applying this relief must disclose that fact. Early application of

the amendments is permitted.

These amendments are not expected to have any impact on the Group.
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— Effective beginning on or after January 1, 2018

e Amendments to PFRS 2, Share-based Payment, Classification and Measurement of Share-
based Payment Transactions

The amendments to PFRS 2 address three main areas: the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction; the classification of a share-
based payment transaction with net settlement features for withholding tax obligations; and
the accounting where a modification to the terms and conditions of a share-based payment
transaction changes its classification from cash settled o equity settled.

- On adoption, entities are required to apply the amendments without restating prior periods, but
retrospective application is permitted if elected for all three amendments and if other criteria
are met. Early application of the amendments is permitted.

These amendments are not applicable to the Group.

+ Amendments to P¥RS 4, surance Contracts, Applying PFRS 9, Financial Instruments, with
- PFRS 4
The amendments address concerns arising from implementing PFRS 9, the new financial
instruments standard before iinplementing the forthcoming insurance contracts standard. They
- allow entities to choose between the overlay approach and the deferral approach to deal with
the transitional challenges. The overlay approach gives all entities that issue insurance
contracts the option to recognize in other comprehensive income, rather than profit or loss, the
volatility that could arise when PFRS 9 is applied before the new insurance contracts standard
is issued. On the other hand, the defeiral approach gives entities whose activities are
predominantly connected with insurance an optional temporary exemption from applying
PFRS 9 until the earlier of application of the forthcoming insurance contracts standard or
- January 1, 2021.

The overlay approach and the deferral approach will only be available to an entity if it has not
previously applied PFRS 9.

- The amendments are not applicable to the Group since none of the entities within the Group
) have activities that are predominantly connected with insurance or issue insurance contracts.

*  PFRS 15, Revenue from Contracts with Customers

PFRS 15 establishes a new five-step mode! that will apply to revenue arising from contracts
with customers. Under PFRS 15, revenue is recognized at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goods or
services to a customer. The principles in PFRS 15 provide a more structured approach to
measuring and recognizing revenue.

The new revenue standard is applicable to all entities and will supersede all current revenue
recognition requirements under PFRSs. Either a full or modified retrospective application is
required for annual periods beginning on or after January 1, 2018. The Group is currently
assessing the impact of PFRS 15,
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PFRS 9, Financial Instruments

PFRS 9 reflects all phases of the financial instruments project and replaces PAS 39, Financial
Instruments: Recognition and Measurement, and all previous versions of PFRS 9. The
standard introduces new requirements for classification and measurement, impairment, and
hedge accounting. PFRS 9 is effective for annual periods beginning on or after

January 1, 2018, with early application permitted, Retrospective application is required, but
providing comparative information is not compulsory. For hedge accounting, the requirements
are generally applied prospectively, with some limited exceptions.

The adoption of PFRS 9 will have an effect on the classification and measurement of the
Group’s financial assets and impairment methodology for financial assets, but will have no
impact on the classification and measurement of the Group’s financial liabilities. The adoption
will also have an effect on the Group’s application of hedge accounting and on the amount of
its credit losses. The Group is currently assessing the impact of adopting this standard.

Amendments to PAS 28, Measuring an Associate or Joint Venture at Fair Value (Part of
Annual Improvements to PFRSs 2014 - 2016 Cycle)

The amendments clarify that an entity that is a venture capital crganization, or other qualifying
entity, may elect, at initial recognition on an invcstment-by-investment basis, to measure its
investments in associates and joint ventures at fair value through profit or loss. They also
clarify that if an entity that is not itself an investment entity has an interest in an associate or
joint venture that is an investment entity, the entity may, when applying the equity method,
elect to retain the fair value ineasurement applied by that investment entity associate or joint
venture to the investment entity associate’s or joint venture’s interests in subsidiaries. This
election is made separately for each investment entity associate or joint venture, at the later of
the date on which (a) the investment entily associate or joint venture is initially recognized; (b)
the associate or joint venture becomes an investiment entity; and {c) the investment entity
associate or joint venture first becomes a parent. The amendments should be applied

retrospectively, with earlier application permitted.
These amendments are not applicable to the Group.
Amendments to PAS 40, Investment Property, Transfers of Investment Property

The amendments clarify when an entity should transfer property, including property under
construction or development into, or out of investment property. The amendments state that a
change in use occurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. A mere change in management’s
intentions for the use of a property does not provide evidence of a change in use. The
amendments should be applied prospectively to changes in use that occur on or after the
beginning of the annual reporting period in which the entity first applies the amendments.
Retrospective application is only permitted if this is possible without the use of hindsight.

These amendments are not applicable to the Group.
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Philippine Interpretation on [FRIC 22, Foreign Currency Transactions and Advance
Consideration '

The interpretation clarifies that in determining the spot exchange rate to use on initial
recognition of the related asset, expense or income (or part of it) on the derecognition of a
non-monetary asset or non-moneltary liability relating to advance consideration, the date of the
transaction is the date on which an entity initially recognizes the nonmonetary asset or non-
monetary liability arising from the advance consideration, 1f there are multiple payments or
receipts in advance, then the entity must determine a date of the transactions for each payment
or receipt of advance consideration. The interpretation may be applied on a fully retrospective
basis. Entities may apply the interpretation prospectively to all assets, expenses and income in
its scope that are initially recognized on or after the beginning of the reporting period in which
the entity first applies the interpretation or the beginning of a prior reporting period presented
as comparative information in the financial statements of the reporting period in which the

entity first applies the interpretation.

The adoption of the interpretation is not expected to have any significant impact on the
consolidated financjal statements,

Effective beginning on or after January I, 2019

PFRS. 16, Leases

Under the new standard, lessees will no longer classify their leases as either operating or
finance leases in accordance with PAS 17, Leases. Rather, lessees will apply the single-asset
model. Under this model, lessees will recognize the assets and related liabilities for most
leases on their balance sheets, and subsequently, will depreciate the lease assets and recognize
interest on the lease liabilities in their profit or loss. Leases with a term of 12 months or less or
for which the underlying asset is of low value are exempted from these requirements.

The accounting by lessors is substantially unchanged as the new standard carries forward the
principles of lessor accounting under PAS 17. Lessors, however, will be required to disclose
more information in their financial statements, particularly on the risk exposure to residual

value.

Entities may early adopt PI'RS 16 but only if they have also adopted PFRS 15, When
adopting PFRS 16, an entity is permitted to use either a full retrospective or a modified

retrospective approach, with options to use certain transition reliefs.

The Group is currently assessing the impact of adopting PFRS 16,

Deferred effectivity

Amendments to PFRS 10 and PAS 28, Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture

The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributed to an associate or joint venture, The
amendments clarify that a full gain or loss is recognized when a transfer to an associate or
joint venture involves a business as defined in PFRS 3, Business Combinations. Any gain or
loss resulting from the sale or contribution of assets that does not constitute a business,
however, is recognized only to the extent of unrelated investors® interests in the associate or

joint venture.
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On January 13, 2016, the FRSC postponed the original effective date of January 1, 2016 of the
said amendments until the International Accounting Standards Board has completed its
broader review of the research project on equity accounting that may result in the
simplification of accounting for such transactions and of other aspects of accounting for

associates and joint ventures.
Summary of Significant Accounting Policies

Fair Value Measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an

orderly transaction between market participants at the measuremerit date. The fair value
measurement is based on the presnmption that the transaction to sell the asset or transfer the

liability takes place either:

= 1o the principal market for the asset or liability, or
+ In the absence of a principal market, in the most advantageous market for the assel or liability.

The principal or the most advantageous market must be accessible to the Group. The fair value of
an asset or a liability is ineasured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability
to generate economic benefits by using the asset in its highest aud best use or by selling it to
another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing tbe use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial
staterments are categorized within the [air value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whole:

s level! - Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable
= Level 3 - Valuation techniques for which the lowest level inpuf that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognized in the consolidated financial statements on a recurring
basis, the Group detertnines whether transfers have occurred between Levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities
on the basis of the nature, characteristics and risks of the asset or Jiability and the level of the fair

value hierarchy as explained above.
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Cash and Cash Equivalents

Cash includes cash on hand and in banks. Cash in banks earn interest at the respective bank
deposit rates. Cash equivalents are short-term, highly liquid investments that are readily
convertible to known amounts of cash with original maturities of three months or less from dates
of acquisition and that are subject to an insignificant risk of change in value,

Financial Instruments
Financial assets

Initial recognition
Financial assets within the scope of PAS 39 are classified as either financial assets at FVPL, loans

and receivables, HTM investments, AFS financial assets, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate, The Group determines the classification of its
financial assets at initial recognition and, where allowed and appropriate, re-evaluates such
classifications at every reporting date. ‘

Financial assets are recognized initially at fair value plus, in the case of investments not at FVPL,
directly attributable transaction costs.

Purchases or sales of financial assets that require delivery of assets within a time frame established
by regulation or convention in the marketplace (regular way purchases) are recognized on the
trade date, i.e., the date that the Group commits to purchase or sell the asset.

The Group’s financial assets inciude cash and cash equivalents, trade and other receivables,
financial assets at FVPL, HTM investments, AFS financial asset, amounts owed by related parties,
loans to employees (reported as part of “Other current assets” and ‘Other noncurrent assets’ in the
consolidated balance sheet) and deposits (reported as part of *Other current assets” and ‘Other
noncurrent assets’ in the consolidated balance sheet).

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at FVPL
Financial assets at FVPL include financial assets held for trading and financial assets designated

upon initial recognition as at FVPL. Financial assets are classified as held for trading if they are
acquired for the purpose of selling in the near term. Derivatives, including separated embedded

derivatives, are also classified as held for trading unless they are designated as effective hedging
instruments. Financial assets at FVPL are carried in the consolidated balance sheet at fair value

with gains or losses recognized in profit or loss.

Derivatives embedded in host conlracts are accounted for as separate derivatives when their risks
and characteristics are not closely related to those of the host contracts and the host contracts are
not held for trading or designated at FVPL. These embedded derivatives are measured at fair
value with gains or losses arising from changes in fair value recognized in profit or loss.
Reassessment only occurs if there is a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required or a reclassification of a financial asset

out of FVPL.

Financial assets designated as FVPL are designated by management on initial recognition when
any of the following criteria are met:

=  The designation eliminales or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the asscts or liabilities or recognizing gains or losses on them

on a different basis; or
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e  The assets and liabilities are part of a group of financial assets, financial liabilities or both
which are managed and their performance evalualed on a fair value basis, in accordance with
a documented risk management or investment strategy; or

. The financial instrument contains an embedded derivative, unless the embedded derivative
does not significantly modify the cash flows or it is clear, with little or no analysis, that it
would not be separately recorded.

As of December 31, 2016 and 2015, the Group designated its investiments in Unit Investment
Trust Fund (UITF) and Rizal Commercial Banking Corporation (RCBC) Senior Motes as financial

assets at F'VPL,

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that

are not quoted in an active market. Such financial assets are carried at amortized cost using the
effective interest rate (EIR) method, less impairment. This method uses an EIR that exactly
discounts estimated cash receipts through the expected life of the financial assets to the net
carrying amount of the financial asset. Gains and losses are recognized in profit or loss when the
loans and receivables are derecognized or impaired, as well as through the amortization process.
Assets in this category are included in current assets except for maturities greater than 12 months
after the end of the reporting pericd, which are classified as noncurrent assets.

As of December 31, 2016 and 2015, the Group has designated as loans and receivables its cash in
banks and cash equivalents, trade and other receivables, amounts owed by related parties, security
deposit, loans to employees (reported as part of ‘Other current assets” and ‘Other noncurrent
assets’ in the consolidated balance sheet) and deposits (reported as part of “*Other current assets’
and ‘Other noncurrent assets’ in the consolidated balance sheet).

HTM investments
MNon-derivative financial assets with fixed or determinable payments and fixed maturities are

classified as HTM when the Group has the positive intention and ability to hold it to maturity.
After initial measurement, HTM investments are measured at amortized cost using the EIR
method, less impairment. Amortized cost is calculated by taking into account any discount or
premiwun on acquisition and fees or costs that are integral part of the EIR. Gains and losses are
recognized in profit or loss when the investments are derecognized or impaired, as well as through

the amortization process.

As of December 31, 2016 and 20135, the Group has HTM investments in Philippine government
securities.

AFS financial assets
AFS financizal assets are non-derivative financial assets that are designated as AFS or are not

classified in any of the three preceding categories. They are purchased and held indefinitely, and
may be sold in response to liquidity requirements or change in market conditions. Afier initial
measurement, AFS financial assets are measured at fair value with unrealized gains or losses
recognized directly in equity until the investment is derecognized, at which time the cumulative
gain or loss recorded in equity is recognized in profit or loss, or determined to be impaired, at
which time the cumulative Joss recorded in equity is recognized in profit or loss.

As of December 31, 2016 and 2015, the Group’s AFS financial asset pertains to unquoted equity
shares of CloudMondo, Ltd.
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Financial liabilities

Initial recognition

Financial liabilities within the scope of PAS 39 are classified as financial liabilities at FVPL, other
financial liabilities, or as derivatives designated as hedging instruments in an effective lhedge, as
appropriate. The Group determines the classification of its financial liabilities at initial
recognition and, where allowed and appropriate, re-evaluates such designation at every financial
reporting date.

Financial liabilities are recognized initially at fair value and, in the case of financial liabilities not
at FVPL, net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, short-term loans, long-term debt
and amounts owed to related parties,

Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:

Financial liabilities at FVPL
Financial liabilities at FVPL. in¢lude financial liabilities held for trading and financial liabilities

designated upon initial recognition at FVPL.

Financial liabilities are classified as held for trading if they are acquired for the purpose of selling
in the near term. This category includes derivative financial instruments entered into by the Group
that do not meet the hedge accounting criteria as defined by PAS 39.

CGrains and losses on liabilities held for trading are recognized in profit or loss,

The Group does not have a financial liability at FVPL as of December 31, 2016 and 2015.

Other financial liabilities
Other financia) liabilities are initially recognized at fajr value of the consideration received, less

directly attributable transaction costs. After initial recognition, other financial liabilities are
measured at amortized cost nsing the EIR method. Amortized cost is calculated by taking into
account any related issue costs, discount or premium. Gains and losses are recognized in profit or
loss when the liabilities are derecognized, as well as through the amortization process.

As of December 31, 2016 and 2015, the Group’s other financial liabilities includes trade and other
payables, short-term loans, amount owed to related parties and long-term debt.

Offsetting of Financial Instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated
balance sheet if there is a currently enforceable lega!l right to offset the recognized amounts and
there is intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously. The Group assesses that it has a currently enforceable right of offset if the right is
not contingent on a future event, and is legally enforceable in the normal course of business, event
of default, and event of insclvency or bankruptey of the Group and all of the counterparties.

‘Day 1 difference
Where the transaction price in a non-active market is different from the fair value of other

observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Group recognizes the difference
between the transaction price and fair value (a ‘Day 1’ difference) in profit or loss unless it

1 R A




-15 -

qualifies for recognition as some other type of asset. In cases where use is made of data which is
not observable, the difference between the transaction price and mnodel value is only recognized in
the profit or loss when the inputs become observable or when the instrument is derecognized. For
each transaction, the Group determines the appropriate method of recognizing the ‘Day 1’
difference amount.

Classification of Financial Instruments between Debt and Equity
A financial instrument is classified as debt if it provides for a contractual obligation to:

* deliver cash or another financial asset 1o another entity; or

* exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the Group; or

« satisfy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares,

if the Group does not have an unconditional right to avoid delivering cash or another financial
asset lo settle its contractual obligation, the obligation meets the definition of a finaneial liability.
The components of issued financial instruments that contain both liability and equity elements are
accounted for separately, with thc equily component being assigned the residual amount after
deducting from the instrument as a whole the amount separately determined as the fair value of the
liability component on the date of issue.

Impairment of Financial Assets

The Group assesses, at each balance sheet date, whether there is any objective evidence that a
financial asset or a group of financial assets is impaired. A financial asset or a group ot financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that has occurred after the initial recognition of the asset (an incuited
‘loss event’} and that loss event (or events) has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably estimated. Objective evidence
of impairment may include indications that the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial reorganization and where observable
data indicate that there 15 a measurable decrease in the estimated future cash flows, such as
changes in arrears or economic conditions that correlate with defaults. If such evidence exists, any

impairment loss is recognized in profit or loss.

Financial assets carried at amortized cost

The Group first assesses whether objective evidence of impairment exisis individually for
financial assets that are individually significant, or collectively for financial assets that are not
individually significant. If it is determined that o objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, the asset is included in a group of
financial assets with similar credit risk characteristics and that group of financial assets is
collectively assessed for impairment. Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognized are not included in a collective

assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables carried at amortized
cost has been incurred, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows (excluding future credit
Josses that have not been incurred) discounted at the financial asset’s original EIR. (i.e., the EIR
computed at initial recognition). The carrying amount of the asset shall be reduced either directly
or through the use of an allowance account. The amount of the loss shall be recognized in profit
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or loss. If; in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring afier the impairment was recognized, the
previously recognized impairment loss is reversed. Any subsequent reversal of an impairment
loss is recognized in profit or loss, to the extent that the carrying value of the asset does not exceed
its amortized cost at the reversal date.

Financial assets carried at cost

If there is objective evidence that an impairment loss on an unquoted equity instrument that is not
carried at fair value because its fair value cannot be reliably measured, or on a derivative asset that
is linked to and must be settled by delivery of such an unquoted equity instrument has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows discounted at the current market rate of return

for a similar financial asset.

Derecognition of Financial Instruments

Financial assets
A financial asset (or, where applicable, a part of a financial asset or part of 2 group of similar

financial assets) is derecognized where:

= the rights to receive cash flows from the asset have expired;

» the Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through’ arrangement; and

+ either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b)
the Group has neither transferred nor retained subslantially all the risks and rewards of the
asset, but has transferred control of the asset.

Where the Group has transferred its rights to receive cash flows from an asset or has entered into
pass through arrangement and has neither transferred nor retained substaatially all the risks and
rewards of the asset nor transferred control of the asset, the asset is recogunized to the extent of the
Group’s continuing involvement in the asset. In this case the Group also recognizes an associated
liability. The transferred asset and the associated Jiability are measured on a basis that reflects the
rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured
at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

When continuing involvement takes the form of a written and/or purchased option (including a
cash settled option or similar provision) on the transferred asset, the extent of the Group’s
continuing involvemnent is the amount of the transferred asset that the Group may repurchase,
except that in the case of a written put option (including a cash settled option or similar provision)
on an asset measured at fair value, the extent of the Group’s continuing involvement is limited to
the lower of the fair value of the transferred asset and the option exercise price.

Financial liabilities
A financial liability {s derecognized when the obligation under the liability is discharged or

cancelled or expired.
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When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantjally modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new
liability, and the difference in the respeclive carrying amounts is recognized in profit or loss,

Inventories
Inventories are valued at the lower of cost and net realizable value (NRV). Costs incurred in

bringing each inventory to its present location and condition are accounted for as follows:

Raw materials, spare parts, - purchase cost on a first-in, first-out basis (FIFQ);
supplies and others

Finished goods and work-in- - cost of direct materials and labor and a proportion of
manufacturing overhead cost. Costs are determined on a
standard cost basis. Standard costs take into account
normal levels of materials and supplies, labor, efficiency
and capacity utilization. They are regularly reviewed and,
if necessary, revised in light of current conditions.

process inventories

NRYV of finished goods and work-in-process inventories is the estimated selling price in the
ordinary course of business, less estimated costs of completion and the estimated costs neccssary
to make the sale, NRV of raw materials, supplies, spare parts and others is the current

replacement cost.

Property. Plant and Equipment

Property, plant and equipment, except laud, are stated at cost and costs of day-to-day servicing,

'less accumulated depreciation and any accumulated impairment in value. Such cost includes the
cost of replacing part of such property, plant and equipment and borrowing cost when that cost is
incurred and if the recognition criteria are met. Repairs and maintenance are recognized in profit

or loss as Incurred. Land is carried at cost less any impairment in value.

Depreciation commences when an asset is in its location and condition and capable of being
operated in the manner intended by management. Depreciation is calculated on a straight-line
method over the estimated useful lives of the property, plant and equipment as follows:

Number of Years

Category

Machinery and equipment 10-15

Buildings and improvements 5-25

Facility and production tools 5-8

Furniture, fixtures and equipment 2-5
5-7

Transportation equipment

The property, plant and equipment’s residual valucs, useful lives and depreciation methods are
reviewed, and adjusted if appropriate, at each balance sheet date.

When each major inspection is performed, its cost is recognized in the carrying amount of the
property, plant and equipment as a replacement if the recognition criteria are satisfied.

Construction in progress represenfs property under construction and is stated at cost. This
includes costs of construction and other direct costs. Construction in progress is not depreciated

until such time that the relevant assets are completed and put into operational use.
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Fully depreciated assets are retained in the accounts until these are no longer in use. When assets
are retired or otherwise disposed of, both the cost and related accumulated depreciation and any
allowance for impairment losses are removed from the accounts and any resulting gain or loss is
credited or charged to current operations. ‘

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and carrying amount of
the asset) is included in profit or loss in the year the asset is derecognized.

Noncurrent Assets Held for Sale

Property, plant and equipment are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction expected to be completed within one year from the
date of classification, rather than through continuing use. Property, plant and equipment held for
sale are stated at the lower of carrying amount and fair value less costs to sell.

The criteria for held for sale classification is regarded as met only when the sale or distribution is
highly probable and the asset or disposal group is available for immediate sale in its present
condition. Actions required to complete the sale should indicate that it is unlikely that significant
changes to the sale will be made or that the sale will be withdrawn. Management must be
committed to the sale expected within one year from the date of the classification, unless the delay
is caused by events or circumstances beyond the Group’s control and there is sufficient evidence
that the Group remains committed to its plan to sell the assets.

Borrowing Costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that

necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of the asset. All other borrowing costs are expensed in the period in
which they occur. Borrowing costs consist of interest and other costs that the Group incurs in
connection with the borrowing of funds. Foreign currency exchange differences are included in
the determination of borrowing costs to be capitalized, but only to the extent that they are an
adjustment to the interest eost on the borrowing.

Research and Development Costs
Research costs are expensed as incurred. Development expenditures on an individual project are

recognized as an intangible asset when the Group can demonstrate:

s the technical feasibility of completing the intangible asset so that the asset will be available for
use or sale; '
its intention to complete and its ability to use or sell (he asset;
how the asset will generate future economic benefits;

e the availability of resources to complete the asset; and

= the ability to measure reliably the expenditure during development

Following initial recognition of the development expenditure as an asset, the asset is carried at cost
less any accumulated amortization and accurnulated impairment losses. Amortization of the asset
begins when development is complete and the asset is available for use. It is amortized over the
period of expected future benefit, which is estimated to be five (5) to ten (10) years. Amortization
is recorded in cost of sales. During the period of development, the asset is tested for impairment

ammually.
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Business Combinations

Business combinations are accounted for using the acquisition method. The cost of an acquisition
is measured as the aggregate of the consideration transferred meastred at acquisition date fair
value and the amount of any non-controlling interests in the acquiree. For each business
combination, the Group elects whether to measure the non-controlling interests in the acquiree at
fair value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition-related
costs are expensed as incurred and included in administrative expenses.

‘When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in aceordance with the contractual terms, economie
circumstances and pertinent conditions as of the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree,

If the business combination is achieved in stages, any previously held equity interest is remeasured
at its acquisition date fair value and any resulting gain or loss is recognized in the consolidated
statement of comprehensive income.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at
the acquisition date. Contingent consideration classified as an asset or liability that is a financial
instrument and within the scope of PAS 39 is measured at fair value with changes in fair value
recognized either in the consolidated statement of comprehensive income or as a change to OCL
If the contingent consideration is not within the scope of PAS 39, it is measured in accordance
with the appropriate PFRS. Contingent consideration that is classified as equity is not remeasured
and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred and the amount recognized for non-controlling interests, and any previous interest held,
over the net identifiable assets acquired and liabilities assumed. If the fair value of the net assets
acquired is in excess of the aggregate consideration transferred, the Group re-assesses whether it
has correctly identified all of the assets acquired and all of the liabilities assumed and reviews the
procedures used to measure the amounts to be recognized at the acquisition date, If the
reassessment still results in an excess of the fair value of net assets acquired over the agpregate
consideration transferred, then the gain is recognized in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating units (CGUs) that are expected
to benefit from the combination, irrespective of whether other assets or liabilities of the acquiree

are assigned to those units.

Where goodwill has been allocated to a CGU and part of the operation within that unit is disposed
of, the goodwill associated with the disposed operation is included in the carrying amount of the
operation when determining the gain or loss on disposal. Goodwill disposed in these
circumstances is measured based on the relative values of the disposed operation and the portion

of the CGU retained.

Impairment of Nonfinancial Assets

The Group assesses at each reporting date whether there is an indication that a nonfinancial asset
may be impaired. The Group has designated as nonfinancial assets its prepaid expenses, advances
to suppliers, property, plant and equipment, and other assets. If any such indication exists, or
when annual impairment testing for a nonfinancial asset is required, the Group makes an estimate
of the nonfinancial asset’s recoverable amount, A neonfinancial asset’s estimated recoverable
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amount is the higher of a nonfinancial asset’s or CGU’s fair value less costs to sell and its value in
use {VIU) and is determined for an individual asset, unless the nonfinancial asset does not
generate cash inflows that are largely independent of those from other nonfinancial assets or
groups of nonfinancial assets. Where the carrying amount of a nonfinancial asset exceeds its
estimated recoverable amount, the nonfinancial asset is considered impaired and is written down
to its estimated recoverable amount. In assessing VIU, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market
assegsments of the time value of money and the risks speeific to the nonfinancial asset. In
determining {air value less costs to sell, an appropriate valuation model is used. These
calculations are corroborated by valuation multiples, quoted share prices for publicly traded
subsidiaries or other available fair value indicators.

For nonfinaneial assets excluding goodwill, an assessment is made at each reporting date as to
whether there is any indication that previously recognized impairment losses may no longer exist
or may have decreased. If such indication exists, the Group makes an estimate of recoverable
amount. A previously recognized impairment loss is reversed only if there has been a change in
the estimates used to determine the nonfinancial asset’s recoverable amount since the last
impairment loss was recognized. If that is the case the carrying amount of the nonfinancial asset is
increased to its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of depreciation, had no impainnent loss been recognized for
the non-financial asset in prior years. Such reversal is recognized in profit or loss.

Capital Stock
Capital stock is measured at par vaiue for all shares issued. Subscriptions receivable are

accounted for as a deduction from equity. Proceeds and/or fair value of consideration received in
excess of par value, if any, are recognized as additional paid-in capital (APIC).

Retained Earnin gs

The amount included in retained earnings includes profit or loss attributable to the Group’s equity
holders and reduced by dividends on capital stock. Retained earnings may also include effect of
changes in accounting policies as may be required by the standards’ transitional provisions.

The Group may pay dividends in cash or by the issuance of shares of stock. Cash and property
dividends are subject to the approval of the BOD, while stock dividends are subject to approval by
the BOD, at least two-thirds of the outstanding capital stock of the shareholders at a shareholders’
meeting called for such purpose, and by the Philippinc SEC. Cash and property dividends on
preferred and common stocks are recognized as liability and deducted from equity when declared.
Stock dividends are treated as transfers from retained earnings to paid-in capital.

Equity Reserve

Equity reserve represents the effect of the application of the pooling-of-interests method.

Parent Company Shares Held by a Subsidiary

These shares represent the Parent Company’s common shares acquired by its subsidiary. No gain
or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of these equity
instruments. Any difference between the carrying amount and the consideration, if reissued, is

charged or credited to APIC.

Other Comprehensive Income
Other comprehensive inceme comprises items of income and expenses that are not recognized in
profit or loss for the year in accordance with PFRS. Other comprehensive income pertains to
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remeasurements of the Group’s retirement benefit obligation and changes in fair value of AFS
financial asset.

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Group and the revenue can be reliably measured, regardless of when the payment is being made.
Revenue is measured at the fair value of the consideration received or receivable, taking into
account coniractually defined terms of payment and excluding discounts, returns, rebates and other
sales taxes or duties. The Group assesseg its revenue arrangement against specific criteria in order
to determine if it is acting as principal or agent. The Group has concluded that it is acting as a
principal in all of its revenue arrangements,

The following specific recognition criteria must also be met before revenue is recognized:

Sale of goods
Revenue from the sale of goods is recognized when the significant risks and rewards of ownership -

of the goods have passed to the buyer, usually on delivery of the goods, net of discounts and
returns, Discounts and returns are not significant to the Group.

Interest income
Interest income is recognized as it accrues using the EIR method.

Deferred revenues

Deferred revenues pertain to the uneamned income arising from the sale of goods wherein no actual
shipment or transfer of risks and rewards to customers has occurred yet. No amortization is done
to recognize the earned revenue since the Group will make subsequent reversals upon shipment of

the goods to customers.

Costs and Expenses Recognition
Costs and expenses are recognized in the consolidated statement of comprehensive income when a

decrease in future economic benefits related to a decrease in an asset or an increase in a liability
has arisen that can be measured reliably.

Cost of sales
Cost of sales is recognized when the related sale has mel the criteria for recognition.

Operating expenses
Operating expenses are recognized in the period in which they are incurred.

Leases
The determination of whether an arrangement is, or contains, a lease is based on the substance of

the arrangement at the inception date and requires an assessment of whether the fulfillment of the
arrangements is dependent on the use of a specific assct or assets or the arrangement conveys a
right to use the asset. A reassessment is made after the inception of the lease only if one of the

foltowing applies:

a. There is a change in contractual terms, other than a renewal or extension of the arrangement;

b. A renewal option is exercised and extension granted, unless the term of the renewal or
extension was initially included in the lease term;

c. There is a change in the determination of whether fulfillment is dependent on a specified asset;

or
d. There is a substantial change to the asset,

AR T A




LY

Lo 2

When a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances give rise to the reassessment for scenarios (a), (¢) or (d) and at the date of

renewal or extension period for scenario (b).

The Group as a lessee '

Leases where tbe lessor retains substantially all the risks and benefits of ownership of the assel are
classified as operating leases. Operating lease payments are recognized as expense in the
consolidated statement of comprehensive income on a straight-line basis over the lease term.

Retirement Benefits Costs
The Group is covered by a nonconltributory defined benefit retirement plan. The net defined

benefit liability or asset is the aggregate of the present value of the defined benefit obligation at the
end of the reporting period reduced by the fair value of plan assets, adjusted for any effect of
limiting a net defined benefit asset to the asset ceiling. The asset ceiling is the present value of
any economic benefits available in the form of refunds from the plan or reductions in future

contributions to the plan.

The cost of providing benefits under the defmed benefit plans is actuarially determined using the
projected unit credit method.

Defined benefit costs comprise the following:

* Service cost

e« Net interest on the net defined benefit liability or asset

+ Remeasurements of net defined benefit liability or asset.

Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements are recognized as expense in the consolidated statement of comprehensive
income, Past service costs are recognized when plan amendment or curtailment occurs.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by
applying the discount rate based on high quality corporate bonds to the net defined benefit hability
or asset. Net interest on the net defined benefit liability or asset is recognized as expense or

income in profit or loss,

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling {(excluding net interest on defined benefit liability) are recognized
immediately in other comprehensive income in the period in which they arise. Remeasurements
are not reclassified to profit or loss in subsequent periods. These are retained in other
comprehensive income until full settlement of the obligation.

The past service cost is recognized as an expense on a straight-line basis over the average period
until the benefits become vested. If the benefits are already vested inmnediately following the
introduction of, or changes to, a pension plan, past service cost is recognized immediately.

Plan assets are assets that are held by a long-term employee benefit fund. Plan assets are not
available to the creditors of the Group, nor can they be paid directly to the Group, The fair value

of plan assets is based on market price information.

When no market price is available, the fair value of plan assets is estimated by discounting
expected future cash flows using a discount rate that reflects both the risk associated with the plan
assets and the maturity or expected disposal date of those assets {or, if they have no maturity, the
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expected period until the settlement of the related obligations). If the fair value of the plan assets
is higher than the present value of the defined benefit obligation, the measurement of the resulting
defined benefit asset is limited to the present value of economic benefits available in the form of
refunds from the plan or reductions in future contributions to the plan.

The Group’s right to be reimbursed of some or all the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair value and when, and only when,
reimbursement is virtually certain.

Foreign Currency-denominated Transactiong

The consolidated financial statements are presented in US dollars, which is the Group’s functional
and presentation currency. Transactions in foreign currencies are initially recorded at the
functional currency spot rate ruling at the date of the transaction. Qutstanding monetary assets and
liabilities denominated in foreign currencies are retranslated at the functional currency rate of
exchange ruling at the balance sheet date.

1
All differences are taken to the consolidated statement of comprehensive income. Nonmonetary
ilems that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates as of the dates of the initial transactions,

Income Taxes

Current tax .
Current tax liabilities for the current and prior periods are measured at the amount expected to be

paid to the taxation authority. The tax rates and tax laws used to compute the amount are those
that are enacted or substantively enacted by the financial reporting date.

Deferred rax
Deferred income tax is provided using the balance sheet liability method on temporary differences

at the financial reporting date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred income tax liabilities are recognized for all taxable teinporary differences, except:

e where the deferred income tax liability arises from the initial recognition of goadwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

s in respect of taxable temporary differences associated with investments in subsidjaries and
interests in joint ventures, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable

future,

Deferred income tax assets are recognized for all deductible temporary differences, carryforward
of unused tax credits from excess minimum corporate income tax (MCIT} over regular corporate
income tax (RCIT) and unused net operating loss carryover (NOLCO) to the extent that it is
probable that taxable profit will be available against which the deductible temporary difference,
and the carryforward of unused tax credits from excess MCIT and unused NOLCO can be utilized,

except:

where the deferred income tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
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« inrespect of deductible temporary differences associated with investments in subsidiaries and
interests in joint ventures, deferred income tax assets are recognized only toa the extent that it is
probable that the temporary differences will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be utilized.

The carrying amount of deferred income tax assets is reviewed al each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be vtilized. Unrecognized deferred income tax assets
are reassessed at each balance sheet date and are recognized to the extent that it has become
[probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are ineasured at the tax rates that are expected Lo apply
to the period when the asset is realized or the liability is settled, based on tax laws that have been
enacted or substantively enacted at the reporting date.

Deferred income tax relating to items recognized directly in equity is recognized directly in equity
and not in profit or loss. Deferred tax items are recognized in correlation to the underlying
transaction either in other comprehensive income or directly in equity.

Deferred income tax assets and deferred income tax liabilities are offset if, and only if, a legally
enforceable right exists to offset current tax assets against current tax liabilities exist and the
deferred tax assets and liabilities relate to income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities which intend to either settle current tax
liabilities and assets on a net basis, or to realize the assets and settle the liabilities simultaneously,
in each future period in which significant amounts of deferred income tax assets or liabilities are
expected to be settled or recovered. Subsidiaries operating in the Philippincs file income tax
returns on an individual basis. Thus, the deferred incomie tax assets and deferred income tax

liabilities are offset on a per entity basis.

Earnings Per Share (EPS)
Basic EPS is calculated by dividing the net income for the year attributable to commeon
shareholders by the weighted average number of common shares outstanding during the year, with

retroactive adjustments for any stock dividends and stock split.

For the purpose of calculating diluted earnings per share, the net income and the weighted average
number of shares cutstanding are adjusted for the effects of all dilutive potential common shares.

Segment Repoiting

For management purposes, the Group has determined that it is operating as one operating segment.
Sales are reported internally per division, however, profit or loss, assets and liabilities are reported
on an entity-wide basis. These information are measured using the same accounting policies and
estimates as the Group’s consolidated financial statements (see Note 25).

Provisions
Provisions are recognized when the Group has a present obligation (legal or constructive} as a

result of a past event and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be madc of the amount of the
obligation. Where the Group expecls some or all of a provision to be reimbursed, for example,
under an insurance contract, the reimbuwrsement is recognized as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
statement of comprehensive income, net of any reimbursement. If the effect of the time value of
money is material, provisions are determined by discounting the expected future cash flows ata
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pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability. Where discounting is used, the increase in the
provision due to the passage of time is recognized as an interest expense.

Contingencies

Contingent liabilities are not recognized but are disclosed in the notes to consolidated financial
statements unless the possibility of an outflow of resources embodying economic benefit is
remote, Contingent assets are not recognized but are disclosed in the notes to consolidated
financial statements when an inflow of economnic benefit is probable.

Events After the Balance Sheet Date

Post year-end events that provide additional information about the Group’s position at the balance
sheet date (adjusting events) are reflected in the consolidated financial statements. Post year-end
events that are not adjusting events are disclosed in the notes to consolidated financial statements

when material.

Significant Judgments, Accounting Estimates and Assumptions

The preparation of the Group’s consolidated financial statements in accordance with PFRS
requires management to make judgments, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at
the reporting date, However, uncertainty about these assumptions and estimates could result in
outcomes that could require a material adjustment to the carrying amount of the asset or liability

affected in the future.

Judgments

In the process of applying the Group’s accounting policies, management has made the following
judgments, apart from those involving estimations, which has the most signifieant effect on the
amounts recognized in the consolidated financial statements:

Determination of functional currency
The functional currencies of the entities under the Group are the currencies of the primary

economic environment in which the entity operates. It is the eurrency that mainly influences the
sales prices of goods and cost of goods sold. Based on the economic substance of the underlying
circumstances, the functional currency of the Parent Company and its subsidiaries is the US dollar.

Determination of operating segment

The Group has determined that it is operating as one operating segment. Based on management’s
assessment, no part or component of the business of the Group meets the qualifications of an
operating segment as defined in PFRS 8, Operating Segments.

Classification af noncurrent assets held for sale _

When CEIC acquired CATS and RBWRP, the manufacturing activities of CATS had been
transferred to CEC’s facility for operational efficiency measures. As a result, the land and
building improvements owned by CATS and RBWRP became idle; thus, on December 9, 2014,
the BOD approved the plan to sell and dispose the said aforementioned assets to interested buyers.
PFRS 5 requires entities to classify a noncurrent asset as held for sale if its carrying amount will
be recovered mainly through sale rather than through continued use. The Group has made a
judgment that the noneurrent assets are held for sale since management is committed to selling the
assets and are active in looking for intercsted buyers. Furthermore, the assets are available for
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immediate sale in their present condition. As of December 31, 2016, the Parent Company’s
management expects that sale will be completed in 2017,

Classification of financial instruments

The Group classifies a financial instrument, or its componpent, on initial recognition as a financial
asset, a financial liability or an equity instrument in accordance with the substance of the
contractual arrangement and the definitions of a financial asset, a financial liability or an equity
instrumment. The substance of a financial instrument, rather than its legal form, governs its
classification in the consolidated balance sheets. The classification of the Company’s financia)
instruments is disclosed in Note 26.

Deferred income tax liability on a subsidiary’s undistributed profits

CEIC has undistributed profits as of December 31, 2016 and 2015 that become taxable when
distributed to the Parent Company. PAS 12 requires the recognition of deferred income tax
liability on taxable temporary difference associated with investments in subsidiaries and interests
in joint ventures, unless the Group has the ability to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable
future. The Group has made a judgment that it is probable that the temporary difference will not
reverse in the foreseeable future based on management’s plan that the Group will not be declaring
dividends {ffom CEIC in the foreseeable future. Accordingly, the Parent Company did not
recognize deferred income tax liability on CEIC’s undistributed eamings amounting to $6,786,090
and $6,262,423 as of December 31, 2016 and 2015, respectively.

Impairment of nonfinancial assets

The Group assesses impairment on assets whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable, The factors that the Group considers
important which could trigger an impairment review include the following:

» Significant underperformance relative to expected historical or projected future operating
results;

e Significant changes in the manner of use of the acquired assets or the strategy for overall
business; and

e Significant negative industry or economic trends.

An impairment loss is recognized whenever the carrying amount of an asset exceeds its estimated
recoverable amount which is the higher of an asset’s fair value less costs to sell and VIU. For
purposes of assessing impairment, assets are grouped at the lowest levels for which there are

separately identifiable cash flows.

Based on management’s evaluation, no indication of impairment was noted in the Group’s
nonfinancial assets as of December 31, 2016 and 2015 (see Notes 9, 11 and 13).

Estimates and Assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below.

Estimation of fair value of identifiable net assets of an acquiree in a business combination

In accounting for business combinations, the purchase consideration is allocated to the identifiable
assets, liabilities and contingent liabilities (identifiable net assets) on the basis of fair value at the
date of acquisition. The determination of fair values requires estimates of economic conditions
and other factors, The fair values of identifiable net assets are in Note 4 to the consolidated

financial statements.
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Estimation of fair value less cost to sell of noncurrent assets held for sale

The determination of the fair value less cost to sell of noncurrent assets held for sale is made with
reference to the selling price of the asset in the market and other factors such as the local market
conditions and the asking price of the potential buyers. As of December 31, 2016 and 2015, the
(Group carries its noncurrent assets held for sale at lower of cairying amount and fair value less
cost to sell amounting to $11,408,611 (see Note 11).

Fair values of financial instruments

The fair values of financial instruments that are not quoted in active markets are determined using
valuation techniques. Where valuation techniques are used to determine fair values, fair values are
validated and periodically reviewed by qualified independent personnel. All models are reviewed
before they are used, and models are calibrated to ensure that outputs reflect actual data and
comparative market prices. To the extent practicable, models use only observable data; however,
areas such as credit risk (both own and counterparty), volatilities and correlations require
management to make estimates. Changes in assumptions about these factors could affect reported
fair value of financial instruments. The fair values of the financial instruments of the Group are

disclosed in Note 27 to the consolidated financial statements,

Estimating useful lives of property, plamt and equipment

The Group estimates the useful lives of its property, plant and equipment based on the period over
which the assets are expected to be available for use. The Group reviews annually the estimated
useful lives of property and equipinent based on factors that include asset utilization, internal
technical evaluation, technological changes, environmental and anticipated use of the assets
tempered by related industry benchmark information. It is possible that future results of operation
could be materially affected by changes in these estimates brought about by changes in factors
mentioned. A reduction in the estimated useful lives of property and equipment would increase
depreciation expense and decrease noncurrent assets.

In 2015, the Group’s review indicated that the estiinated useful lives of machinery and equipment
should be extended from 6 to 12 years to 10 to 15 years and facility and production tools from 3 to
5 years to 5 to 8 years from January 1, 2015 based on the Group’s reassessment of the expected
period over which the Group will benefit from the use of these assets. There were no changes in

the useful lives of property, plant and equipment in 2016.

Estimated impact on future annual depreciation expense is as follows:

Years Ended December 31 Increase (Decrease)
2015 ($1,338,607)
2016 to 2020 (2,233,408)
2021 to 2025 3,572,015

Depreciation charged in the consolidated statements of comprehensive income amounted to
$2,711,632, $2,190,004 and $2,900,520 in 2016, 2015 and 2014, rvespectively. As of

December 31, 2016 and 2015, the Group’s property, plant and equipment have a net book value of
$28,675,910 and $23,841,532, respectively (see Note 11).

Estimating allowance for inventory obsolescence

The Group recognizes allowance for inventory obsolescence when the inventory items are no
longer marketable and diminishes in value. Obsolescence is based on the physical and internal
condition of inventory items. The Group reviews on a monthly basis the condition of its stocks.
The assessment of the condition of the inventory goods either increase or decrease the expenses or

total inventory.
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The estimated allowance for inventory obsolescence amounted $96,884 as of December 3 1,2016
and 2015. The carrying amounts of inventories, net of allowance for inventory obsolescence,
amounted to $15,281,893 and $5,737,068 as of December 31, 2016 and 2015, respectively

{see Note 7).

Estimating impairment of loans and receivables

The Group maintains allowance for impairment at a leve] considered adequate to provide for
potential uncollectible receivables. The leve! of this impairment allowance is evaluated by
management on the basis of factors that affect the collectibility of the aceounts. These factors
inciude, but are not limited to, the length of the Group’s relationship with debtors, their payment
behavior and known market factors. The Group reviews the age and status of receivable, and
identifies accounts that are to be provided with allowance on a continuous basis either individually
or collectively. The amount and timing of recorded expenses for any period would differ if the
Group made different judgment or utilized different estimates. An increase in the Group’s
allowance for impairment would increase the Group’s recorded expenses and decrease current

assets.

The Group determines allowance for each significant receivable on an individual basis. Among
the items that the Group considers in assessing the impairment is the inability to collect from the
counterparty based on the contractual terms of the receivables.

For collective assessment, allowances are assessed for receivables that are not individually
significant and for individually significant receivables where there is not yet objective evidence of
individual impairment. Impairment losses are estimated by taking into consideration the age of
the receivables, past collection experience and other factors that may affect collectability.

As of December 31, 2016 and 2015, the Group has not provided any impairment allowancc since
receivables were assessed to be fully collectible. The carrying amount of loans and receivables,
which include cash in banks and cash equivalents, trade and other receivables, amounts owed by
related parties, security deposit, loans to employees and deposits amounted to $62,000,208 and
$55,834,400 as of December 31, 2016 and 2015, respectively {(see Notes 5, 6, 9 and 13).

Estimating retirement benefit cost and liability
The determination of the obligation for retirement benefits is dependent ou the selection by

management of certain assumptions used by actuaries in calculating such amounts. Those
assumptions are described in Note 21 and include among others, discount rate and salary increase
rate. Actual results that differ fromn the Group’s assumptions are accumulated and amortized over
future periods and therefore, generally affect the recognized expense and recorded obligation in
such future periods., While management believes that the Group’s assumptions are reasonable and
appropriale, significant differences in actual experience or significant changes in assumptions may
materially affect the Group’s retirement obligation,

The Group’s retirement benefits costs amounted to $216,687, $233,513 and $242,529 in 2016,
2015 and 2014, respectively. As of December 31, 2016 and 2015, the Group’s retirement benefit
obligation amounted to $1,807,847 and $1,357,811, respectively (see Note 21).

Estimating useful life of software costs and capitalized product development costs
The estimated useful lives of amortizing software costs and capitalized product development cost
were determined on the basis of management’s assessment of the period within which the benefits

of these costs are expected to be realized by the Group.
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As of December 31, 2016 and 2015, software with a total cost of $39,278 has been fully
amortized, The carrying amount of capitalized development costs amounted to $922,220 and
$569,942 as of December 31, 2016 and 2015, respectively. The amortization of capitalized’
development cost amounted to $194,888, $26,355 and $72,940 in 2016, 2015 and 2014,

respectively (see Note 13).

Recoverability of deferred income fax assets ‘
The Group reviews the carrying amounts of deferred income tax assets at cach balance sheet date

and reduces deferred income tax assets to the extent that it is no longer probable that sufficient
income will be available to allow all or part of the deferred income tax assets to be utilized. The
Group has recognized deferred income tax assets amounting to $223,779 and $274,903 as of
December 31, 2016 and 2015, respectively {see Note 23).

The Parent Company did not recognize deferred income tax assets on the carryforward benefit of
NOLCO and unrealized foreign exchange losses amounting to $3,496,061 and $2,784,422 as of

December 31, 2016 and 2015, respectively.

Determining provision for warranty
The Group estimates the total warranty reserve to be recognized on the total internal and external

sales for the period using a predetenmined percentage rate. Assumptions made by the Group such
as percentage used is based on their cumulative and industry experience on appl oximate inventory

returns made by the customers.

The provision for warranty amounted to $1,419,257 and $130,300 as of December 31, 2016 and
2015, respectively.

Legal contingencies
The estimate of probable costs for the resolution of possible claims hag been developed in

consultation with outside counsels handling the Group’s defense in these matters and is based
upon analysis of potential claims.

Management, in consultation with these counsels, believes that the likely outcome of these legal
proceedings will not have & material adverse effect on the Group’s financial position and operating
results, However, it is possible that the future results of operations could be materially affected on
changes in estimates or in the effectiveness of the strategies relating to these litigations and claims.
No provision for probable losses arising from legal contingencies was recognized in 2016 and 2015.

Business Combination

As discussed in Note 1, the Company acquired the ordinary shares of RBWHI’s manufacturing
division, CATS (formerly known as RBWI) on July 23, 2014. The authorized capital stock of
CATS consists of 50,000 shares with a par value of US%$1.00 per share, of which 5,000 shares are
issued and outstanding. CEIC bought all of the 5,000 ordinary shares issued representing 100%

ownership in the acquired entity.

The acquisition of CATS allows the Group 1o expand its manufacturing capacity and capability
into the high-growth wireless segment via a proven player with a strong customer base.

The amount of consideration transferred for the acquisition was $7,465,105.
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As of July 30, 2015, the Group valuation was completed and the acquisition date fair value of the
HTM investments, long-term debt, retirement benefit obligation and the related deferred income
tax asscts amounted to $1,156,722, $10,933,214, $691,855, and $113,593, respectively, a net
decrease of $532,778 over the provisional fair value of net assets. The 2014 comparative
information was restated to reflect the adjustmient to the provisional amounts of assets and
liabilities. Correspondingly, the amortization of HIM investment and long-term debt from
August to December 2014 have been adjusted by $164,994. As a resuli, there was a
corresponding reduction in the retained earnings amounting to $697,608 as of December 31, 2014,
Excess of the fair value of net assets acquired over the aggregate consideration transferred
amounted $2,041,059 and is presented under “Other income - net™ account in the consolidated
statemments of comprehensive income (see Note 22).

From the date of acquisition, CATS contributed $11,729,914 of revenue and $1,349,426 to profit
before tax from continuing operations of the Group for the year ended December 31, 2014, If the
combination had taken place at the beginning of 2014, the Group’s revenue from continuing
operations would have been $67,890,213 and the profit before tax from continuing operations

would have been $9,715,181.
The table below shows the analysis of cash flow on acquisition:
Cash consideration transferred $£7,465,105

Net cash acquired with the subsidiary (291,179)
Net cash flow on acquisilion $7,173,926

Transaction costs of $30,253 were expensed and are included in administrative expenses,

Cash and Cash Equiifalents

2016 2015

Cash on hand and in banks $24,511,493 $14,792,686
Cash equivalents — 14,584,180
$24,511,493 $29,776,866

Cash in banks earns interest at prevailing bank depositrates. Cash equivalents are made for
varying periods of between one (1) day and three (3) months depending on the immediate cash
requirements of the Group, and earn interest al the respective short-term deposit rates.

Interest income eamed from cash in banks and cash equivalents amounted to $172,196, $19,469
and $23,524 in 2016, 2015 and 2014, respectively.

Trade and Other Receivables

2016 2015
Trade $22,688,485 $13,615,734
Others 483,938 134,049
. $23,172,423 $13,749,783

Trade receivables are noninteresl-bearing and are generally on 30-120 days’ terms.
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Others include accrued interest receivable from short-term deposits and nontrade receivable from
suppliers which are expected to be collected within one year.

7. Inventorics
2016 2015
At cost:
Raw materials $13,692,165 $4,197,113
Work-in-process 408,986 519,595
Finished goods 178,958 105,852
Spare parts and others 643,244 556,485
14,923,353 5,379,045
AtNRV:
Supplies and others 358,540 358,023
Total inventories at lower of cost and NRV $15,281,893 $5,737,068
Certain inventories have been provided with allowance to reflect valuation for non-movement and
obsolescence.
The allowance for inventory obsolescence of supplies and other inventories as of December 31, 2016
and 2015 amounted to $96,884.
The cost of inventories recognized as cost of sales amounted to $42,377,215, $30,689,257 and
$28,352,936 in 2016, 2015 and 2014, respectively (see Note 18).
8. Financial Assets at FVIPL

The reconciliation of the carrying amounts of financial assets at FVPL as of December 31 follows:

2016 2015
Beginning balance $19,447,248 $701,747
Disposals (19,709,049) -
Gain on disposal (Note 22) 262,332 -
Acquisition - 18,494 471
Fair value gains (Note 22) - 203,349
Foreign currency translation (28) (42,319)
Ending balance $503 519,447,248

UITF
On November 23, 2015, the Group acquired additional $9,994,471 investment in UITF from

Security Bank Corporation (SBC). The fair values for the investment in UITF are determined
through the Net Asset Valuation of each investee as of 2016 and 2015.

In 2015 and 2014, the Group recognized fair value gains amounting to $25,769 and $184,985,
respectively, in the consolidated statement of comprehensive income. The balance of investment

in UITF amounted to $10,679,668 as of December 31, 2015.
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In 2016, the investment in UITF was sold for $10,847,799. Gain on disposal recognized in
consolidated statement of comprehensive income amounted to $168,662 in 2016.

Investment in RCBC Senior Note
On January 21, 2015, the Parent Company acquired $8.5 million of the USD Senior Unsecured

Fixed Rate Notes offered by the RCI3C via a drawdown off its $1 billion Mediuvm Term Note
Programme maturing on January 22, 2020. The senior note earns 4.25 % fixed rate per annum,
payable semi-annually commencing July 21, 2015, The senior note is listed and actively traded in
Singapore Exchange Securities Trading Limited (SGX). The senior note is designated as financial
asset at FVPL as of December 31, 2016 and 2015. The fair values for the investment in RCBC
Senior Notes have been determined directly by reference to published prices quoted in an active

market,

[n 2015, the Group recognized fair value gains amounting to $267,580 in the consolidated
statement of comprehensive income. The balance of the investment in RCBC Senior Notes

amounted to $8,767,580 as of December 31, 2015.

On July 18, 2016, the investment in RCBC Senior Notes was sold for $8,861,250. Gain on
disposal recognized in consolidated statement of comprehensive income amounted to $93,670 in

2016.

Interest income recognized on these notes amounted to $199,537 and $339,174 in 2016 and 2015,
respectively.

Other Current Assets

2016 2015

Rental deposit (Note 17) $1,131,399 $1,131,399
Advances to suppliers 953,821 773,277
Loans to employees 239,823 252,871
Security deposit 180,387 180,387
Prepaid expenses 80,488 102,079
Others 32,452 94,168
$2,618,370 $2,534,181

Advances to suppliers pertain mainly to down payments for production materials and services that
are still to be delivered.

e g e e e

10. HTM Investments

As of December 31, 2016 and 20135, the details of HIM investments arc as follows (see Note 4):

2016 2015

Current portion $371,520 $521,215 -
Noncurrent portion — . 368,574
$371,520 $889,789
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In compliance with the Corporation Code of the Philippines, foreign corporations doing business
in the Philippines are required to deposit with the Philippine SEC securities worth at least $2,300
(2100,000) and additional securities with market values equivalent to a certain percentage of the
amount by which CATS - Philippine Branch’s gross income exceeds $0.10 million (5.0 million).

The Philippine SEC shall also require a deposit of additional securities if the actual market values
of the securities in deposit decreases by at least 10% of their actual market values at the time they

were deposited.

The Group’s HTM investments pertain (o government bonds which were purchased by the
Philippine Branch of CATS in compliance with above regulation. The bonds have maturity dates
which range from 2015-2017 and bear an average effeclive interest rate of 1.97% to 4.63% per

annum.

In May 2015, one of the HTM bonds with a face value of $111,632 (5.0 million) matured and as
a result, CATS received cash amounting to $115,478.

[nterest income in 2016, 2015 and 2014 amounting to $8,362, $27,330, and $34,717, respectively,
are presented as part of “Interest income” account in the consolidated statements of
comprehensive income.

i1,

Property, Plant and Equipment and Noncurrent Assets Held for Sale

Property, plant and equipment
December 31, 2016

Machinery Facility and Furniture,
and Buildings and Production Fixtures and Transpertation Cunstruction
__Equipment Improvements Tools Equipment Equipment in progress Tual

Cost:
Beginning balances 341,492,558 58,091,561 56,727,316 51,107,269 317,177 $3,830,411 361,420,692
Additions 3,156,285 107,359 955,606 135,473 - 3,090,787 7,546,010
Disposal and ather

adjustments - - - - - - -
Reclassification 65,412 476 - 509,122 - - (6,921,598) -
Ending balances 51,161,319 8,199,420 8,192,044 1,242,742 171,177 ~ 68,966,702
Accumuiated deprecialion:
Beginniug balances 17,840,187 4,399,021 4,341,626 913,784 74,542 - 37,579,160
Depreciation (Notes 18

and 19) 1,604,772 430,488 500,642 150,741 14,982 - 2,711,632
Ending balances 29,444,959 4,829,509 4,842.27% 1,074,525 99,524 - 40,290,792
Net book values 521,716,360 53,369,911 53,349,769 5168,217 371,653 5~ $28,675,910
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December 31, 2015
Machinery Facility and Furniture,
and Buildings and Production Fixturcs and Transpariatian  Conslruclion in
Equipmnent  [mprovements Tools Equipment Equipment progress Total
Cost:
Beginning balances $38,385,288 $7.071,084 £5,5994 069 $1,058,977 5144,365 5- 552,613,783
Additions 3,254,022 1,049,796 733247 63,192 85,300 3,830,811 9,016,368
Dispasal and othér
adjustments {146,752 (29,319 - (14,900) (18,488} - (209,459
Ending balanees 41 492,558 8,091 561 6727316 1,107,269 173,177 3,830,811 61,420,692
Accumulated depreciation:
Beginning balances 26,587,628 4,154 904 3,958,418 218,862 78,803 - 35,598,615
Depreciation (Notes 18
and 19) 1,404,291 267,753 383,208 120,678 14,074 ) - 2,190,004
Disposal and other
adj s (151,732 (23,636} - (15,756) (18,335) - (209,459}
Ending balances 27,840,187 4,399,021 4,341,626 923,734 74,542 - 37,579,160
Net book values 513,652,371 53,692,540 52,385 690 3183 485 306,635 33,830,811 523,841,532

Additions to construction in progress amounting to $3,090,787 and $3,830,811 in 2016 and 2015,
respectively, represent construction costs incurred for the new production facility of CATS -
Philippine Branch’s new product venture. Construction was completed in 2016.

Land and building owned by RBWRDP with carrying value of $8,768,248 as of December 31, 2016
and 2015 were used as collateral for an interest-bearing loan with a local commercial bank.
The Group prepaid the balance of the loan in 2016 (see Note 16).

The cost of fully depreciated property, plant and equipment still used in operations amounted to
$18,780,185 and $18,394,022 as of December 31, 2016 and 2015, respectively.

Nopcurrent Assets Held for Sale

On December 9, 2014, the Parent Company’s BOD approved the plan to sell and dispose certain
assets such as land, building and other improvements, and building plant and machinery of CATS
and RBWRFP to any interested buyers as these are excess assets from the acquisition and are no
longer needed in CATS - Philippine Branch’s operations. An independent valuation was obtained
to determine the fair values of property, plant and equipment which were based on recent
transactions for similar assets within the same indusiry. Property, plant and equipment with
camying value of $11,408,611 were classified as noncurrent assets held for sale in the consolidated
balance sheets effective December 31, 2014. The Parent Company’s management is committed to
selling the assets which are available for immediate sale and is active in looking for interested
buyers. During the one-year period from the date the assets were classified as held for sale,
circumstances arose that were previously considered unlikely and, as a result, the noncurrent
assets held for sale were not sold by the end of the one-year period. Management took necessary
actions to respond to the change in circumstanees and ensured that the noncurrent assets are being
actively marketed at a price that is reasonable, given the change in circumstances.

12.

AFS Financial Asset

The Group’s AFS financial asset pertains to the unquoted investment in CloudMondo, Ltd. which
is acquired at a cost of $1,667,000 in 2015.
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13. Other Noncurrent Assets

2016 2015

Advances to suppliers $1,066,014 $55,644
Product development costs 922,220 569,942
Miscellaneous deposits 135,559 136,168
Loans to employees 7,889 87,987
Others 39,177 44,112
. $2,170,859 $893,853

Advances to suppliers pertain to down payments for the acquisition of software and buiilding

expansion.

Product development costs pertain to the capitalized cost of developing certain packages or products
for specific customers. The development costs met the requirements of PAS 38 for capitalization.
The product development costs that were capitalized in 2016, 2015 and 2014 amounted to $547,166,
$105,365, and $163,907, respectively. Amortization of product development cost charged to the
consolidated statements of comprehensive income amounted to $194,888, $96,355, and $72,940 in

2016, 2015 and 2014, respectively, as these are available for use.

Miscellaneous deposits pertain to refundable deposits with MERALCO for the installation of
CEC’s electrical meters and bill deposit equivalent to one month energy consumption.

As of December 31, 2016 and 2015, CEC has software with a total cost of $39,278 which are fully
amortized but are still used in operations.

14, Trade and Other Payables

2016 2015
Trade $13,192,707 $8,569,122
Accruals:
Utilities . 442,112 453,145
Payroll 404,116 259,583
Interest (Motes 15 and 16) 172,419 155,235
Others 337,454 285,966
Advances from customers 2,833,791 2884311
Provision for warranty 1,419,257 130,300
Others 333,737 647,980
$19,135,593 $13,385,642

Trade payables are noninterest-bearing and are gencrally on 60-90 days’ terms.

Accruals comprise mainly of accruals for electricity, water, communication, security, shuttle
services and professional services.

Advances from customers pertain mainly to downpayments for sales orders.
Provision for warranty pertains to the Group’s estimate of the cost to repair or replace defective

products in accordance with agreed specifications. The increase in provision for warranty is due
to the introduction of new products for its new customer (see Note 29). Provision for (reversal of)
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warranty in 2016 and 2015 amounted to $1,288,957 and ($18,654), respectively, and is presented
as part of “Cost of sales” account in the consolidated statements of comprehensive income.

Other payables pertain to statutory liabilities and are generally payable within 12 months from the
balance sheet date.

13. Short-term Loans

The Group has the following loan facilities:

2016 2015

Banks: :
SBC {a) $10,000,000 $500,000
Bank of the Philippine Island {(BPT) {b) 5,435,088 5,435,088
RCBC (c) 16,190,857 4,500,000
$31,625,945 $10,835,088

Revolving loan facilities with the SBC which have payment terms ranging from 90 to 180
days. The facility is unsecured and charged interest of 1.95% to 2.10% per annum in 2016

and 2015,

b. Revolving loan facilities with the BPI which have payment terms of 180 days. Tbe facility is
unsecured and charged interest of 1.80% per annum in 2016 and 2015.

Revolving loan facilities with the RCBC which have payment terms ranging from 60 to 167
days. The facility is unsecured and charged interest of 2.25% per annum in 2016 and 2015.

Interest expense incurred [rom these short-term loan facilities amounted to $153,247, $95,423, and
$181,636 in 2016, 2015 and 2014, respectively.

16. Long-term Debt

As of December 31, 2016 and 2015, the details of long-term debts are as follow:

2016 2015
Principal $44,250,000 $23,371,201
Less deferred financing costs 390,029 154,780
$43,859,971 23,216,421
Less:
Current portion - net of deferrcd [inancing costs
amounting to $272,155 and $71,699 in 2016
and 2015, respectively 6,882,126 5,290,995
Subsequent adjustments in PPA - 12,647
6,882,126 5,303,642
$36,977,845 $17,912,779
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Movement in deferred financing costs follow:

_ 2016 2015
Beginning of year $154,780 $130,122
Transaction costs recognized during the year 321,605 146,127
Less amortization 86,356 121,469
End of year _ $390,029 $154,780

CHPC
On July 25, 2012, the Parent Company entered into a $10.0 million Notes Facility Agreement

(NFA) with Metropolitan Bank & Trust Company (Initial Noteholder), Metropolitan Bank & Trust
Company - Trust Banking Group (IFacility and Paying Agent) and First Metro Investment
Corporation (Arranger). The NFA provided for the issuance of 5-year fixed rate corporate note
which bears interest of 3.6% per annum payable quarterly. On July 27, 2012 (Issue Date), the
Parent Company drew $10.0 million from the facility. The net proceeds from the issuance of the
Notes shall be used to finance the Group’s strategic acquisitions and for general corporate purposes.

Under the NFA, the Parent Company shall pay 30% of the loan outstanding on issue date in

12 equal consecutive quarterly installments in the amount equivalent to 2.5% of loan outstanding
on issue date commencing on the end of the 5th quarter until end of the 16th quarter from the Issue
Date. The remaining 70% of the loan outstanding on issue date is payable in four (4) equal
consecutive quarterly installments in the amount equivalent to 17.5% of the loan outstanding on
issue date commencing on the 1 7th quarter from the issue date unti! the maturity date, provided
that each such date shall coincide with an interest payment date, and that the last instaliment shall
be in an amount sufficient to fully pay the loan.

The NFA contained an embedded derivative arising from voluntary prepayment option where the
Parent Company may redeem in whole but not in part, the relevant outstanding notes beginning on
and after the third anniversary of the issue date, by paying the amount that is equivalent to 102% of
the unpaid principal amount together with any and all accrued interest up to the date of prepayment,
The Parent Company assessed that the embedded derivative in the NFA is closely related to the host
contract, thus was not bifurcated Irom the host contract based on the provisions of PAS 39.

In accordance with the NFA, the following financial ratios must be maintained:

» debt to equity ratio shall not, at any time, exceed 2:1;

s debt service coverage ratio shall not, as of relevant testing date, be less than 1.5; and

= current ratio shall pot, at any time, be less than 1:1, provided however, this r'1t10 shall not
apply after the fourth anniversary of the issue date.

Equity is defined in the agreement as the agpregate of cutstanding capital stock, additional paid-in
capital stock, equity reserve and retained earnings at any date and as shown in the latest
consolidated balance sheet of the Parent Company. Debt, on the other hand, is defined in the
agreement as the aggregate of all obligations (whether actual or contingent) of the Issuer and its

subsidiaries to pay or repay money.

On December 18, 2014, the Parent Company entered into another $10.0 million Notes Facility
Agreement with Metropolitan Bank & Trust Company (Initial Noteholder), Metropolitan Bank &
Trust Company - Trust Banking Group (Facility and Paying Agent) and First Metro Investment
Corporation (Arranger). The Notes Facility bears interest of 3.14% per annum payable quarterly.
The net proceeds of the issuance of the Notes shall be used to finance the Group’s strategic

acquisitions and for general corporate purposes.
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Under the NFA, the Parent Company shall pay 30% of the loan outstanding on issue date in 12
equal consecutive quarterly installments in the amount equivalent to 2.5% of loan outstanding on
issue date commencing on the end of the 5th quarter until end of the 16th quarter from the [ssue
date. The remaining 70% of the loan outstanding on issue date is payable in 4 equal consecutive
quarterly installments in the amount equivalent to 17.5% of the loan outstanding on issue date
commencing on the 17ih quarter from the issue date until the maturity date, provided that each
such date shall coincide with an interest payment date, and that the last installinent shall be in an

amount sufficient to fully pay the loan.

The NFA contained an embedded derivative arising from voluntary prepayment option where the
Parent Company may redeem in whole but not in part, the relevant outstanding notes beginning on
and after the third anniversary of the issue date, by paying the amount that is equivalent to 102%
of the unpaid principal amount together with any and all accrued interest up to the date of
redemption at the applicable rate. The Parent Company assessed that the embedded derivative in
the NFA is closely related to the host contract, thus was not bifurcated from the host contract

based on the provisions of PAS 39.

Under this agreement, the following financial ratios must be maintained:

e debt to equity ratio shall not, at any time, exceed 2:1;
» debt service coverage ratio shall not, as of relevant testing date, be less than 1.5; and
+ current ratio shall not at any time be less than 1:1, provided however, this ratio shall not apply

after the fourth anniversary of the issue date.

Equity is defined in‘the agreement the aggregate of outstanding capital stock, additional paid-in
capital stock, equity reserve and retained earnings at any date and as shown in the latest
consolidated balance sheet of the Parent Company. Debt, on the other hand, is defined in the
agreement as the aggrepate of all obligations (whether actual or contingent) of the Issuer and its

subsidiaries to pay or repay money.

On September 20, 2016, the Parent Company entered into a $30.0 million NFA. with BFI (Initial
Note holder), BPT Asset Management and Trust Group (Facility and Paying Agent) and BP1
Capital Corporation (Arranger). The NFA provided for the issuance of 5-year fixed rate corporate
note which bears interest of 4.0% per annum payable quarterly. The net proceeds from the
issuance of the Notes shall be used for capital expenditures, including prodnction facilities and to
refinance existing debt obligation and for working capital requirement.

Under the NFA, the Parent Company shall pay the 30% of the loan outstanding on issue date in 12
cqual consecutive quarterly installments in the amount equivalent to 2.5% of loan outstanding on
issue date commencing on the end of the 5th quarter until the end of the 16th quarter from the issue
date. The remaining 70% of the loan outstanding on issue date in four (4) cqual consecutive
quarterly installments in the amount equivalent to 17.5% of the loan outstanding on issue date
corpmencing on the 17th quarter from the issue date until the maturity date, provided that each such
date shall coincide with an interest payment date, and that the last installment shall be in an amount

sufficient to fully pay the loan.

The NFA contained an embedded derivative arising from voluntary prepayment option where the
Parent Company may redeem in whole or in part, equivalent to an amount not less than $100,000,
the relevant outstanding notes on any interest payment date beginning on the third anniversary of
the issue date, by paying the amount that is equivalent to the higher of (i) 102% of the unpaid
principal amount together with any and all accrued interest up to the date of redemption at the
applicable rate, and (ii) 100% of the unpaid principal amount of the loans together with any and all
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accrued interest up to date of redemption at the applicable rate and any related breakage costs (net
of any breakage gains). The Parent Company assessed that the embedded derivative in the NFA is
closely related to the host contract, thus was not bifurcated from the host contract based on the

provisions of PAS 39.

In accordance with the NFA, the following financial ratios must be maintained:

+ debt to equity ratio shall not, at any time, exceed 2:1;
= debt service coverage ratio shall not, as of relevant testing date, be less than 1.5; and
current ratio shall not ar any time be less than 1:1, provided however, this ratio shall not apply

after the fourth anniversary of the issue date.

Equity is defiped in the agreement the aggregate of outstanding capital stock, additional paid-in
capital stock, equity reserve and retained eamings at any date and as shown in the latest
consolidated balance sheet of the Parent Company. Debt, on the other hand, is defined in the
agreement as the aggregate of all obligations (whether actual or contingent) of the Issuer and its

subsidiaries to pay or repay money.

The Parent Company is in compliance with the debt covenants as of December 31, 2016 and 2015,

Total interest expense {including amortization of deferred financing costs) recognized in the
consolidated statements of comprehensive income amounted to $l 134,962, $757,709, and

$5188,302 in 2016, 2015 and 2014, respectively.

CATS
In 2012, CATS obtained a secured interest-bearing loan from a local commercial bank amounting

to $13.0 million. The principal is payable in 28 quarterly payments of $464,286 uniil 2018 and
bears annual interest rate of 3.0% plus three month London inter-bank offer rate (LIBOR). This
bank loan was specifically borrowed to refinance the parcel of land with improvements located
along Innovation Drive, Carmelray Industrial Park 1, Brgy. Canlubang, Calamba City, Laguna and
registered in the name of RBWRP. The Group assumed the loan upon acquisition of REMEC’s
manufacturing division in 2014. As of December 31, 2015, the land and building owned by
RBWRP were used as collateral for the secured interest-bearing loan (see Naote 11).

The loan contract gives the Group an option to prepay the loan in part or in full, subject to the
Group giving the creditor at least 30 days advance notice of its intention to make such prepayment

counted from the date of receipt by the creditor of such written notice.

On September 26, 2016, the Group prepaid the balance of the loan, including accrued interest, for
$4,684,319. Interest expense charged to operations in 2016, 2015 and 2014 amounted to $87,018,

$474,281 and $154,856, respectively.

Carrying values of long-terin debt held by the Parent Company and CATS - Philippine Branch
follow:

2016 2015
Parent Company $43,859,971 $17,595,220
- 5,621,201

CATS - Philippine Branch

543,859,971 $23,216,421
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~ 17. Related Party Disclosures

Related party relationship exists when the party has the ability to control, directly or indirectly
through one or more intermediaries, dr exercise significant influence over the other party in

making financial and operating decisions. Such relationships also exist between and/or among
entities which are under common control with the reporting entity and its key management
‘ personnel, directors or stockholders. In considering each possible related party relationship,
~ attention is directed to the substance of the relationships.
In the normal course of business, the Group has entered into transactions with affiliates. The
significant transactions consist of the following:
B

a. Advances for operating requirements of CHL, former parent of CEC and CEIC;
— b. Rental of land and lease deposit with Cirtek Land Corporation (CLC), an affiliate, where the
o manufacturing building 1 and administrative building is situated;
T c. Payments and /or reimbursements of expenses made or in behalf of the affiliates; and
d. Rental of land with Cayon Holdings, Inc. (Cayon), an affiliate, where the building 2 of the

hnd Group is situated
The consclidated balance sheets and consolidated statements of comprehensive income include the

following significant account balances resulting from the above transactions with related parties:

- a,  Amounts owed to related parties

Transactions Balances as of
2016 2015 2016 2015 Tenns Conditions
Other related parties
- CLC Rental $12,776 513,545 5446,970 $434,194 Due ondemand; Unsecured
non-interest
bearing
Cayan Rental 11,690 12,025 73,182 61,492 Due on demand; Unsecured
non-mnterest
— [" bcan'ng
. §520,152 3495 686
b. Ainounts owed by related parties
Transactions " Balances as of
2016 2015 2016 2015 Terms Conditions
— Other relared pariies
Camerton Reimbursement $78,833 5 5111,994 $33,161 Due on demand;  Unsecured; no
of expenses non-interast impairment
bearing
CHI Advanccs for - 1,809,256 1,809,256 Dueondemand; Unaecured: no
working capital nup-interest impaimment
bearing
Cayon Reimbursement - 206,284 206,284 Dueondemand; Unsecured; no
of expenses oon-interest impairment
bearing
Jerry Liu Advances 1,750,990 5,483,674 10,309,041 8,558,051 Dueondemand; Unsecured; no
non-interest impainment
bearing
$12,436,575 510,606,752
c. Rental deposit
Transactions Balances as of
2016 2014 2015 Terms Conditions
Other related paritlers -
CLC 5- 51,131,399 $1,131,399 Dueondemand; oo
non-~-interest . "
" impairment
bearing
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The above related parties, except Jerry Liu, are entities under common control of the ultimate
parent company. Jerry Liu is a stockholder and the chairman of the Parent Company’s BOD,

Transactions with CHI, Charmview Enterprises Ltd (CEL) and officer
The amount owed by an officer amounting to $7.7 million as of December 31, 2010 was
transferred in 2011 to CEL, the former ultimate parent of CEC and CEIC. CEL now owns 40%

interest in Camerton, the parent of CHPC.

The amounts owed by and to CHI as of December 31, 2010 represent advances for working capital
in the normal course of business when CEC and CEIC were then still subsidiaries of CHI.

For purposes of settling outstanding balances with the Group and as part of corporate restructuring
in preparation for the planned Initial Public Offering (TPO) of the Parent Company, on

March 17, 2011, CHI, CEL and the officer, with the consent of the Group, entered into assignment
agreements whereby CHI absorbed the amounts owed by CEL and by the officer as of

March 17, 2011 amounting to $7.7 million and $0.8 million, respectively.

The Group, with the consent of the related parties, entered into assignment agreements whereby
the Parent Company absorbed the amount owed by CEIC to CHI totaling $3.6 million representing
unpaid advances of $2.3 million and dividends of $1.3 million as of March 17, 2011 (see Note 28).

Thereafter, on March 18, 2011, the Parent Company and CHI, in view of being creditors and
debtors to each other as a result of the assignment agreemnents above, entered into a set-off
agreement for the value of the Group’s liability aggregating $6.8 million. The amount represents
the above mentioned total liability of $3.6 million and the balance outstanding from the Parent
Company’s purchase of CEC and CEIC amounting to $3.2 million, as revalued from the effect of

foreign exchange rate,

The amount owed by CHI as of December 31, 2016 and 2015 pertains to the outstanding
receivable arising from the assignments and set-off agreements as discussed above.

Transactions with Camerton
Camerton is the majority shareholder of the Parent Company. Amounts owed by Camerton as of

December 31, 2016 and 2015 pertain mainly to working capital advances and advances for
incorporation expenses of Camerton.

Transactions with CLC and Cayon
CLC is an entity under common control of the ultimate parent company. CEC had a lease

agreement on the land where its manufacturing plant (Building 1) is located with CLC for a period
of 30 years starting January 1, 1999. The lease was renewable for another 25 years at the option
of CEC. The lease agreement provided for an annual rental of $151,682, subject to periodic
adjustments upon mutual agreement of both parties,

On January 1, 2005, CEC terminated the lease agreement with CLLC but has continued to occupy
the said land for no consideration with CLC’s consent. With the termination of the lease
agreement, the Group has classified the rental deposit amounting to $1.1 million as current asset as
the deposit has become due and demandable anytime from CLC (see Note 9).

On January 1, 2011, CEC entered into an agreement with CLC to lease the land where CEC’s
Building 1 is located. The agreement calls for a B640,704 rent per annum for a period of 10 years
and renewable thereafter by mutual agreement of the parties subject to such new terms and
conditions as they may then be mutually agreed-upon. Total rent expense charged to operations
amounted to $12,777, $13,515 and $14,434 in 2016, 2015 and 2014, respectively.
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- CEC also entered into an agreement with Cayon starting January 1, 2011 to lease the land where
CEC’s Building 2 is located. The agreement calls {or an annual rental of 8582,144 for a period of
10 years and renewable thereafter. Total rent expense charged to operations amounted to $11,690,
$12,025 and $13,114 in 2016, 2015 and 2014, respectively.

The compensation of key management personnel of the Group are as follows:

S p——

— 2016 2015 2014
Salaries and wages $1,716,534 $520,374 953,896
Employee benefits 246,575 275,117 246,477
$1,963,109 $795,491 £1,200,373
oy 18. Cost of Sales
2016 2015 2014
— Raw materials, spare parts, supplies and
other inventories used, and changes
- in inventories (Note 7) £42,434,652  $35,035,653  $27,679,587
Salaries, wages and employees’ benefits
(Note 20) 10,535,487 8,234,391 7,821,742
- Utilities 3,490,477 3,696,519 3,556,257
Depreciation (Note 11) 2,626,749 2,116,293 2,838,858
Inward freight and duties and others 2,478,742 898,991 2,354,891
$61,566,107 £49,981,847 $44,251,335
19. Operating Expenses
2016 2015 2014
Salaries, wages and employees’ benefits
(Note 20) $2,563,292  $2,035,832  $1,594,075
Utilities 349,377 505,530 290,845
Transportation and travel 304,568 356,524 284,608
o Entertainment, amnsement and recrealion 192,109 208,554 168,981
Professional fees 191,305 264,495 132,542
Commissions 152,020 57,660 159,935
Depreciation (Note 11} 84,883 73,711 61,662
Taxes and licenses 84,242 163,242 47,792
Insurance premiums 71,871 12,497 31,191
Qffice supplies 47,688 27,210 27,815
Others 312,248 115,421 529,010
$4,353,603 $3,820,676 $3,328,456

“Others” mainly consist of receivables directly written off and other charges.
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20. Salaries and Wages and Employees’ Benefits

2016 2015 2014
Salaries and wages 510,480,573 $8,597,053 $7,771,711
Other employees’ benefits 2,401,519 1,439,657 1,401,577
Retirement benefits costs (Note 21) 216,687 233,513 242,529

$13,098,779  $10,270,223  $9,415,817

Other employees® benefits consist of allowances and mandatory contributions.

21.

)

Retirement Benefit Obligation

The Group has a funded, noncontributory defined benefit retirement plan based on the normal
retirement benefits equivalent to the minimum retirement benefit as provided by Republic Act
(R.A) No. 7641, otherwise known as the Retirement Pay Law, covering all of its regular
employees. Retirement benefits costs are determined in accordance with an actuarial study and
are based on the employeces’ years of service and monthly basic salary.

Under the cxisting regulatory framework, R.A. No. 7641 requires a provision for retirement pay to

qualified private sector employees in the absence of any retirement plan in the entity, provided,
however, that the employee’s retirement benefits under any collective bargaining and other
agreements shall not be less than those provided under the law. The law does not require

minimum funding of the plan.

Retirement benefits costs recognized in the consolidated statements of comprehensive income are

as follows: -
2016 2015 2014
Current service cost $148,313 $160,009 $140,308
Interest cost 68,374 73,504 102,221
$216,687 $233,513 $242,529

The amounts recognized in the consolidated balance sheets as retirement benefit obligation are as

follows:
2016 2015
Present value of obligations $2,080,282 $1,610,657
¥air value of plan assets (272,435) {252,846)
$1,807,847 $1,357,811

Changes in the present value of the defined benefit obligations are as follows:

2016 2015

Opening present value defined benefit obligation $1,610,657 $1,780,923
Current service cost 148,313 160,009
Interest cost 71,974 79,667
Remeasurement losses (gains) 392,006 (203,202)
Benefits paid . (34,875) (121,045)
Translation difference {113,793) {85,695)
$2.,080,282 $1,610,657
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Changes in the fair value of plan assets are as follows:

2016 2015
Opening fair value of plan assets $252,846 $135,13¢6
Contributions 147,002 105,907
Interest income included in net interest costs 9,600 6,163
Remeasurement gains (losses) on plan assets (121,918) 16,630
Translation difference {15,095) (10,990)
$272,435 $252,846
Movenients in the net retirement plan liabilities follow:
2016 2015
Beginning of year $1,357,811 51,645,787
Retirement benefits costs 216,687 233,513
Contributions (147,002) (105,907
Remeasurement losses (gains) recognized in other
comprehensive income : 513,924 (219,832)
Benefits paid (34,875) (121,045)
Translation difference __{98,698) (74,705)
End of year $1,807,847 $1,357,811

The details of the remeasurement losses (gains) in other comprehensive income as of December 31

follow:
2016 2015 2014

Remeasurement losses {gains) on defined
benefits obligation arising from changes in:
Experience adjustments
Changes in assumnptions
Remeasurement losses (gains) on plan assets

$145,5290  ($174,143) ($128,760)
246,477 (29,059) (272,601)
121,918 (16,630) 9,723
$513,924  ($219,832) ($391,638)

As a result of the business combination, the Group recognized an additional present value of the
defined benefit obligations of $1,878,867 for the year ended December 31, 2014,

The principal actuarial assumptions used to determine retirement obligations for the Group’s
retirement plan are as follows:

2016 2015 2014
Discount rate 5.43% - 5.55% 4.35 - 5.08% 4.64%
3.50% - 2% 2.00% 2.00%

Salary increase rate
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The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the pension obligations as of December 31, 2016 and 2015, assuming all

other assumnptions were held constant:

Effect on Present Value
of Defined Benefit Obligation

Increase (Decrease) 2016 2015
Discount rate +1% ($187,575) ($155,646)
-1% 225,665 185,184

+1% 220,431 197,098

Future salary increase rate

-1% {186,465) (167,737)

There were no changes from the previous period in the methods and assumptions used in
preparing sensitivity analysis.
The latest actuarial valuation report of the Group is as of December 31, 2016. The average

duration of the defined benefit obligation at the end of the reporting date ranges from 19 to
22 years. Shown below is the maturity analysis of the undiscounted benefit payments:

2016 2015
1 year or less $349,863 $125,072
More than | year to 5 years 470,458 672,062
More than 5 years 11,251,717 7,548,519
22. Other Income - Net
2016 2015 2014
Sale of scrap $231,552 $320,199 $259,819
Gain on disposal of financial assets at
FVPL (Note 8) 262,332 - -
Foreign exchange gains (losses) - net (3,222) 178,986 {67,297)
Mark-to-market gain (Note 8) - 293,349 184,985
Excess of the fair value of net assets
acquired over the aggregate
consideration transferred (Note 4) — - 2,041,059
Others - net 257228 39,411 (57,050)
$747,890 $831,945 £2,361,516

Other non-operating income pertains to the miscellaneous receipts from customers in prior
periods.

23. Income Taxes

CEC
On March 24, 1998, the Philippine Economic Zone Authority (PEZA) approved CEC’s
registration as an ecozone export enterprise at. the L.aguna Technopark for the manufacture of

standard integrated circuits, discrete, hybrid and potential new packages.
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Beginning October 30, 2002, the manufacture and export of integrated circuits, discrete and hybrid
transferred to PE_ZA from Board of Investments (where originally registered) and became subject
to the 5% gross income tax. incentive, as defined under R.A. No. 7916, the law creating the PEZA.

CATS - Philippine Branch '
CATS - Philippine Branch was registered with PEZA as an Ecozone Export Enterprise to engage

in the manufacture, fabrication and design of millimeterwave components and subsystems in a
special economic zone to be known as the Carmelray Industrial Park T - Special Economic Zone
(CIP 1-8EZ) and Laguna Technopark in accordance with the project study, representations,
commitments and proposals set forth in ils application forining integral parts, subject to the terms
and conditions provided in its registration.

As a PEZA-registered activity, CATS - Philippine Branch is entitled to tax incentives equivalent
to 5% of the gross income earned on its registcred activities afier the income tax holiday (ITH) of

four years.

Details of provision for (benefit from) income tax are as follows:

2016 2015 2014

Current $559,457 $475,638 F202,011
Deferred {12,125} 39,998 4,814
$547,332 $515,636 $206,825

The provision for current income tax in 2016, 2015 and 2014 pertains to the special rate of 5% on
taxable gross income of CEC and CATS - I’hilippine Branch.

Based on the National Internal Revenue Code Sec. 27, MCIT of two percent (2%) of the gross
income as of the end of taxable year is imposed on corporation beginning on the fourth taxable
year immediately following the year in which such corporation started its commercial operation
when the MCIT is greater than the regular corporate income computed for the taxable yzar. The
Parent Company is subject to MCIT begiuning 2015.

A reconciliation of provision for income tax computed at the statutory income tax rate to provision
for income tax shown in the consolidated statements of comprehensive income follows:

Years Ended December 31

2016 2015 2014
Income tax at applicable statutory rate $637,810 $478,334 $377,037
Additions to (reduction in) income tax:
Nontaxable income (139,433) (82,272) (128,692)
MNondeductible expenses 34,930 97,041 - 13,671
Income subject to higher tax rate 33,356 86,046 -
Taxable income subject to ITH (19,665) {68,042) (53,519)
Movement of temporary differences (12,125) — (60,008)
Interest income subject to final tax - - (283)
Translation difference and others 12,459 4,529 59,219
Provision for income tax $547,332 $515,636 $206,825
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In 2016, 2015 and 2014, CATS - Philippine Branch and CEC have availed ITII for certain product
lines. Total gross income for the registered activities of CEC in 2015 and 2014 amounted to
$480,477 and $1,070,379, respectively. Total gross income for the registered activities of CATS -
Thilippine Branch jn 2016 and 2015 amounted to $393,300 and $810,345, respectively.

The components of the net deferred income tax assets of the Group are as follows:

2016 2015
Deferred income tax assets recognized in profit or loss:
Fair value adjustment on noncurrent assets
held for sale $127,849 $127,849
Retirement benefit obligation 98,648 92,452
HTM investments 1,408 1,408
NOLCO — 80,274
227,905 301,983
Deferred income tax liabilities recognized in profit or loss:
Effect of foreign exchange differences
between tax base and financial reporting base (7,502) (8,819)
Fair value adjustment on long-term debt (14,932) (14,932)
Unrealized foreign exchange gains (30,140) (25,849)
Unrealized gain on financial assets at FVPL - (88,938)
(52,574) {138,538)
Deferred income tax liability related to retirement benefit
obligation recognized under other comprehensive
income (4,126} (27,890}
Net deferred income tax assets $171,205 $135,555

The net deferred income tax assets as and liabilities as reflected in the consolidated balance sheets

are as follows:

2016 2015
MNel defecrred income tax assets $174,578 $135,555
Net deferred income tax liabilities $3,373 -

The following are the Parent Company’s deductible temporary differences for which no deferred
income tax assets have been recognized as management believes that it may not be probable that
sufficient future taxable profit will be available against which the defeirted income tax assels can

be utilized:

2016 2015
NOLCO $3,352,472 $2,741,201
143,589 43,221

Unrealized foreign exchange losses
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As of December 31, 2016 and 2015, the Parent Company incurred NOLCO that can be claimed as
deduction from future taxable income as follows:

Balance as of

Year December 31, Available
incurred Amount Addition Expired 2016 Tax effect until
20113 $782,210 $-  §782,210 $- i 2016
2014 952,273 - - 952,273 285,682 2017
2015 1,006,718 - - 1,006,718 302,015 2018
2016 — 1,393,481 - 1,393,481 418,044 2019

$2,741,201 $1,393 481 §782,210 $3,352,472 31,005,741

in 2015, the Parent Company recognized deferred income tax asset on the carryforward benefit of
its NOLCO amounting to $80,274. CEIC and CATS are exempt from income tax under the tax
privileged status as 4« BVI business company under the BVI Business Companies Act,

24, Earnings Per Share (EPS) ‘

The following table presents information necessary to calculate EPS on net income.

2016 2015 2014

Net income attributable to common
shareholders of the Parent Company*

Weighted average number of common
shares outstanding

Basic and diluted EPS

*Net of dividends declared on preferred shares

$7,596,228 $5,112,080 35,844,084

416,859,291 383,220,650 336,261,197
$0.018 $0.013 30.017

As of December 31, 2016, 2015 and 2014, the Parent Company has no potential dilutive common
shares.

The weighted average number of common shares outstanding used in the calculation of EPS is
based on the outstanding shares of the Parent Company. The additional shares from stock
dividends during the period, including the unissued stock dividends and stock dividends declared-
after the reporting period but before the approval of the financial statements, were reflected in the
calculation of the EPS as if these shares have been issued in all earlier periods presented,

25. Operating Segments
The Group has determined that it is operating as one operating segment. Based on management’s
assessiment, no part or component of the business of the Group meets the qualifications of an
operating segment as defined by PFRS 8. More specifically:

There is no significant or obvious distinction among the products assembled by the Group.

The assembly process is likewise similar;

The Group’s production facility and head office is Iocated in the Philippines;

Although production of goods is divided into thirteen divisions, the commercial, technical,
operating, marketing and selling matters are made at the executive committee level and not at
the division levels. The role of the respective division managers is to ensure that production is
on track in meeting its volume forecasts, and that quality standards are consistently met.
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Sales are reported internally per division, but profit or loss, assets and liabilities are reported on an
entity-wide basis. Information is measured using the same accounting policies and estimates as
the Group’s consolidated financial statements.

Sales from extemnal customers per division as reported internally are as follows {(amounts in
thousands):

2016 2015 2014

Sales to Quintel $19,371 5 3-
Discrete 12,487 11,296 10,800
Integrated Circuits 9,818 8,119 8,556
Multichip 9,681 10,163 9,629
New Products 5,273 5,415 5,221
Quad-Flat No-Leads 4,938 5,143 3,848
Qutdoor Unit 4,903 7,519 2,008
Bridgewave Ems 3,024 2,368 2,569
Hernmetics 1,488 2,083 2,008
Indoor Radio Frequency Unit 1,373 2,493 5,073
Cougar 241 329 a4
Remec Manufacturing Services 125 272 124
Indoor Unit ) - 1,691 562
$72,722 $56,891 $50,892

CATS - Philippine Branch’s service income amounted to $1.6 million and $2.2 million in 2016
and 2015, respectively. In 2016, service income pertains to sales and production of ODR, EMS
and IRFU and billings to customers for inventory variances. In 2015, service income is primarily
related to the sales and production of TRIFU.

Below are customers conlributing at least 10%% of the Group’s total sales for each year. Sales to
these customers are as follows (amounts in thousands):

2016 2015 2014
Major Customer A* $19,371 - -
Major Customer B 10,060 12,728 10,778
7,728 8,858 10,495

Major Customer C
*After the acquisition of CATS, the Group’s revenue grew from a single major customer

The Group’s customers are located in various countries, with the bulk of revenues contributed by
customers located in Europe and the USA. Following shows the revenue distribution of customers

by revenue contribution (amounts in thonsands):

2016 2015 2014

USA $41,144 $32,436 $23,880
Europe 19,390 16,941 17,238
Asia 13,788 10,172 10,674
$74,322 $59,549 $51,792

There are no sales made to entities under cormmmon control with the Group.
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26. Financial Risk Management Objectives and Policies

The Group’s principal financial instruments comprise of cash and cash equivalents, short term
loans and long-term debt. The main purpose of these financial instruments is to support the
Group’s operations, The Group has various other finaneial instruments such as trade and other
recetvables, amounts owed by related parties, rental deposits and loans to employees (presented as
part of other current assets), miscellaneous deposits (presented under other noncurrent assets),
trade and other payables, amounts owed to related parties and derivative liability which generally
arise directly from its operations,

Risk Management Structure

The BOD is mainly responsible for the overall risk management approach and for the approval of
risk strategies and principles of the Group.

The main risks arising from the financial instruments of the Group are credit risk, liquidity risk
and foreign currency risk. The Group’s management reviews and approves policies for managing
each of these risks and they are summarized below.

Credit risk
Credit risk is the risk that the Group will incur a loss because its customers or counterparties failed

to discharge their contractual obligations.

The Group trades only with recognized, creditworthy third parties. It is the Group’s policy that all
customers who wish to trade on credit terms are subject to credit verification procedures. In
addition, receivable balances are monitored on an ongoing basis with the result that the Group’s

exposure to bad debts is not significant.

The table below shows the maximum exposure to credit risk of the Group’s financial assets. The
maximum exposure is shown net of impainnent losses, if any:

2016 2015
Cash and cash equivalents* $24,511,243 $29,776,426
Trade and other receivables 23,172,423 13,749,783
Financial assets at FVPL 503 19,447,248
Amounts owed by related parties 12,436,575 10,606,752
Other current assets ’
Rental deposit 1,131,399 1,131,399
Loans to employees 239,823 165,498
Security deposit 180,387 180,387
HTM investments 371,520 889,789
AFS financial asset 1,667,000 1,667,000
Other noncurrent assets
Miscellaneous deposits 135,559 136,168
Loans to employees 7,889 87,987
Total credit risk exposure $63,854,321 $77,838,437

* Excluding cash on hand as of December 31, 2016 and 2015 amounting to 3250 and 3440, respectively.
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The aging analyses per class of financial assets that are past due but not yet impaired are as

follows:

Deccmber 31, 2016

Neither Past Impnired
Due nor I'ast Due but not Impalred Financiat
Impaired <30 days 30< 60 days  60-90 days > 90 days Assets Total
Cash and cash
equivalents* $24,511,243 5- 35— 5- -~ $- $24,511,243
Trade and other
receivables 17,226,175 2,131,538 601,108 3,286,553 27,055 - 23,172,423
Financial assets at FYPL 503 - - - - - 503
Amounts owed by
related parties 12,436,575 — - - - ~  12,434575
Olher current assets - - — - -
Rental deposit 1,131,399 - - - - - 1,131,399
Security deposit - - - - 18D 387 - 180,387
Loans Lo eimnployees 139,823 - - - - - 239,823
AFS financial asset 1,667,000 - - - - - 1,667,000
HTM invesiments 371,520 - - - - - 371,520
Other noncurrent assets
Loans to employees 7,889 - - - — - 7,889
Miscellaneous deposits 135,559 - - - - - 135,559
$57,727,686 52,031,535 $601,105  $3,286,553 $207,442 5- 563,854,321
*Excluding cash on hand amounting to §250.
December 31, 2015
Neither Impaired
Past Due Past Due but not Impaired Financial
nor Impaired <30 days 30<60days  60-90 days > 90 days Asgsels Total
Cash and cash
equivalents® $29,776,426 3 b 3 5- $— §29,776,426
Trade and other
receivables 9,318,862 1,838,198 190,185 98,815 2,344,735 - 13,790,795
Finaneial assets al FYPL 19,447,248 - - - - ~ 19,447,248
Amounts owed by
related parties 10,606,082 - - - - - 10,606,082
Other current assets
Rental deposit 1,131,399 - - - - - 1,131,399
Security deposit - - - - 180,387 180,387
Loans to employees 165,499 - - - - - 165 499
AFS financial asset 1,667,000 - - - - - 1,667,000
HTM investments 889,789 - - - - - 889,789
Other noncurrent assets
Loans to employees 87,987 - - - - - 87,987
Miscellaneous deposits 136,168 - - - - - 136,168
573,226,460 51,838,198 $190,185 598,815  $2,525.122 35— $77,878,780

* Excluding cash on hand amounting to $440.
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The tables below summarize the credit quality per class of the Group’s financial assets that are
neither past due nor impaired:

December 31, 2016

Neither Past Due nor Impaired

High Grade  Medium Grade Low Grade ) Total
Cash and cash equivalents* $24.511,243 5 5 $24,511,243
Trade and other rececivables 17,194,529 31,646 - 17,226,175
Financial assets at FVPL 503 - - 503
Amounts owed by relaled parties 12,436,375 - - 12,436,575
Other current assets
Rental deposit 1,131,399 - - 1,131,399
Loans to employees 239,823 — - 239,823
HTM investments 371,520 — — 371,250
ATF'S financial asset 1,667,000 - - 1,667,000
Other noncurrent assets
Loans to employees 7,889 7,889
Misccllaneous deposils 135,559 - - 135,559
$57,696,040 $31,646 $- $57,727,686

December 31, 2015

Neither Past Due nor Impaired

High Grade Medium Grade Low Grade Total
Cash and cash equivalents* $29,776,426 $— $-- $29,776,426
‘I'rade and other recetvables 9,194,991 123,871 - 9,318,862
Financial asscts at FVPL 19,447,248 - - 19,447,248
Amounts owed by related parties 10,606,082 - - 10,606,082
Qther current assets
Rental deposit 1,131,399 - - 1,131,399
Loans to employees 165,499 - - 165,499
HTM investments 889,789 - - 889,789
AFS financial asset 1,667,000 - - 1,667,000

Qther noncurrent assets

Loans to employees £7.987 - - 87,987
Miscellaneous deposits 136,168 - - 136,168
$73,102,589 $123,871 5- $73,226,460

* Excluding cash on hand.

High grade - These are receivables which have a high probability of collection (the counterparty
has the apparent ability to satisfy its obligation and the security on the recejvables are readily

enforceable).

Medium grade - These are receivables where collections are probable due to the reputation and the
financial ability of the counterparty to pay and that have history of sliding beyond the credit terms
but pay within 60 days.

Low grade - These are receivables where the counterparty's capability of honoring its financial
obligation is doubtful.

Liguidiry risk

Liquidity risk is the risk that the Group may encounter difficulties in raising funds to meet

commitments from financial instruments. Liquidity risk may result from a counterparty’s failure
on repayment of a contractual obligation or inability to generate cash inflows as anticipated.
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The Group maintains sufficient cash to finance its operations and major capital expenditures and
satisfy its naturing obligations. Tt may also from time to time seek other sources of funding,
which may include debt or equity financings, including dollar and peso-denominated loans from
Philippine banks, depending on its financing needs and market conditions.

The tables below summarize the maturity analysis of the Group’s financial assets used for
liquidity management and financial liabilities based on contractual undiscounted payments:

December 31, 2016

Less than
On demand 1 year 1to 2 years=2 to 5 years Total
Financial Assets
Cash and cash equivalents $24 511,493 5- 5- - $24,511,493
Trade and other receivables 17,743,459 5,428,964 - - 23,172,423
Amounts owed by related parties 12,428,669 — - - 12,428,669
554,683,621 35,428,964 5 3 $60,112,585
Financial Liabilities
Trade and other payables
Trade payables $13,192,707 5 $- 5- £13,192,707
Accrued expenses®* - 1,328,378 - - 1,328,378
Short-term loans - 31,625.945 - - 31,625,945
Amounts owed to related parties 327,336 - - - 327,336
l.ong-term debis** - 8,504,914 16,579,760 24,450,000 49,534,674
‘ §13.520,043 %41,459237 $16,579,760 524,450,000 $96,009,040
*Excluding stanuory Habilities
**includes future interest payments
December 31, 2015
Less than
On demand 1 year 1 to 2 years > 2 to 5 years Total
Financial Assets
Cash and cash equivalents $29,776,866 5 $— 5 $129,776,866
Trade and other receivables 4,430,921 4,881,011 6,930 - 9,318,862
Amounts owed by related parties 10,625,082 - - - 10,625,082
544,832,869 $4,881,011 $6,930 5- -$49,720,810
Financial Liabilities
Trade and other payables
Trade payables $8,569,122 5— 5— 5— $8,569,122
Accrued expenses* - 1,153,929 - - 1,153,929
Short-termn loans - 10,835,088 - - 10,835,088
Amannts awed to related parties 495,686 — - - 495,686
Long-term debis = 9,636,827 7,953,550 7,163,975 24,754,352
$9,064,808 521,625,844 $7,953,550 $7,163.975 $45,808,177

*Excluding statutory liabilities
**Includes future interest pavments

Foreign curvency risk
The Group uses the US dollar as its functional currency and is therefore exposed to foreign

exchange movements, primarily in Philippine Peso currency. The Group follows a policy to
manage its currency risk by closely monitoring its cash flow position and by providing forecast on
all other exposures in non-US dollar currencies.
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The following table demonstrates the sensitivity to a reasonably possible change in the foreign
exchange rate, with all other variables held constant, of the Group’s income before income tax as

of December 31, 2016 and 2015:
December 31, 2016

Original
Currency in Total Dollar
Php' Eguivalent
Financial Assets
Cash and cash equivalents P48,683,931 $979,162
HTM investments 18,238,638 371,520
Amounts owed by related parties 512,565,468 10,309,040
(Other current assets 38,988,542 784,162
Other noncurrent assets 53,002,204 1,066,014
Total Financial Assets 671,478,783 13,509,898
Financial Liability :
Trade and other payables 80,312,280 1,615,291
Net Financial Assets B591,166,503 $11,894,607
B 1 =250201
December 31, 2015
Original
Currency in Total Dollar
Php! Equivalent
Financial Assets
Cash and cash equivalents B113,436,344 $2.,410.462
Trade and other receivables 5,760,369 122,405
Financial asset at FVPL 502,585,192 10,679,668
HTM investments 41,652,610 885,096
Amounts owed by related parties 38,025,000 808,011
Other current assets 2,144,234 45,564
Other noncurrent assets 6,408,057 136,168
Total Financial Assets 710,011,806 15,087,374
Financial Liabilities
Trade and other payables 47,709,773 1,013,807
Amounts owed to related parties 374,513,357 7,958,210
Total Financial Liabilities 422,223,130 8,972,017
P287,788,676 $6,115357

Net Financial Assets

'p1=3.0213

1O AT




-55-
December 31,2016
Foreign
Currency Effect on Foreign Eifect on
Appreciutes Income Currency Income
by Before Tax Depreciates by Before tax
Peso denominated assets +6% ($810,594) -6% 5810,594
Peso denominated liabiljties +6% 96,917 -6% (96,917)
(8713,677) ($713,67T)
December 31, 2015
Foreign
Currency Effect on Foreign Effect on
Appreciates Income Currency Income
by Before Tax  Depreciates by  Before tax
- Peso denominated assets +5% ($758,8386) -5% $758,836
Peso denominated liabilities +5% 314,054 -5% {314,054)
($444,782) $444,782

The change in currency rate is based on the Group’s best estimate of its expected change

considering the historical trends and experiences, There is no other effect on the Group’s equity
other than those already affecting income before tax,

Capital Management
The primary objective of the Group’s capital management is to ensure that it maintains a strong

credit rating and healthy capital ratios in order to support its business and maximize shareholder

e

value,

The Group’s manages its capital structure, which pertains to its equity as shown'in the balance
sheet, and makes adjustments to it in light of changes in economic conditions. To maintain or

processes in 2016 and 2015,

The Company considers the following as capital:

adjust the capital structure, the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares. No changes were made to the objectives, policies or

2016 2015

Common stock $9,594,321 $9,594 321
Preferred stock 221,239 221,239
Additional paid-in capital 35,896,893 35,896,893
Equity reserve 4,138,375 4138375
Other comprehensive income 40,329 526,420
Retained earnings 24,884,576 20,896,548
$74,735,404 $70,747,376

As of December 31, 2016, the Giroup is subject to externally imposed capital requirements.
As of December 31, 2016, the Group was able to meel its capital requirements and managernent

objectives.
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27. Fair Value Measurement

As of December 31, 2016 and 20135, the carrying values of the Group’s financial assets and
liabilities approximate their respective fair values, except for the following financial instruments:

. 2016 2015
Carrying Carrying
Amount Fair Valuc Amount Fair Value
Financial assets
Financial assets at FVPL 3503 $503 $19,447,248 $19,447,248
HTM investments 371,520 71,520 889789 965,286
$372,023 $372,023 $20,337,037 $20,412,534
Financial liabilities
Other financial liabilities
T.ong-term debts $43,859.971 $43,859,971 $23,216,421 $24,516,928

Fair value is defined as the amount at which the financial instrument could be exchanged in a
current transaction between knowledgeable willing parties in an arm’s length transaction, other

than in a forced liquidation or sale,

Cash and cash equivalents, trade and other receivables, loans to employees, trade and other
payables, short-term loans, amounts owed by and owed to related parties and deposits
The carrying amounts approximate fair value since these are mostly short-term in nature or a due

and demandable.

Financial assets at FVPL - UITF

The investments in Unit Investment Trust Fund classified as financial asset at FVPL. are stated at
their fair value based on lowest level input (Level 2).

Financial assets at FVPL - RCBC Senior Notes
The investment in RCBC Senior Notes classified as financial asset at FVPL. is stated at its fair

values based on the quoted prices in an active market (Level 1),

HTAM Investments
The fair value of HTM investments that are actively traded in orgarized financial markets is

determined by reference to quoted market bid prices, at the close of business on the reporting date
or last trading day as applicable (Level 1).

Miscellaneous deposits
The miscellaneous deposits are carried at cost since the timing and related amounts of future cash

flows cannot be reasonably and reliably estimated for purposes of establishing its fair value using
an alternative valuation technique.

Long-term debt
The fair value of long-term debt is based on the discounted value of future cash flows using the

applicable rates for similar types of loans. Discounts rates used range from 3.63% 1o 3.70% in

2016.
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The Group held the following financial assets and liabilities measured at fair value or at cost, but
for which fair values are disclosed and their corresponding level in fair value hierarchy:

2016
Total Level 1 Level 2 Level 3
Financial assets measured at
fair value
Financial assets at FYPL $503 $503 55— 5—
Financial assets and liabilities
measured at amortized cost
but for which fair values are
disclosed
HTM investments 371,520 371,520 - -
Long-term debt 36,977,844 - - 36,977,844
2015
Total Level 1 Level 2 Level3
Financial assets measured at
fair value
Financial assets at FVPL $19,447,248 $8,767,580 $10,679,668 $—
Financial assets and liabilities
measured at amortized cost
but for which fair values are
disclosed
HTM investinents 889,789 889,789 - -
Long-term debt 24,516,928 - - 24,516,928
28. Equity
a. Common Shares
The roliforward of the capital stoek of the Parent Company follows:
2016 2015
Number of shares
Authorized - common shares (B1.00 par value) 520,000,000 520,000,000
Issued _
Beginning of year 419,063,353 308,239,419
Stock dividend - issued and distributed
{see Note 15¢) - 30,823,934
Issuance of stock - 80,000,000
End of year 419,063,353 419,063,353
Amount
Issued - shares 419,063,353 in 2016 and 2015 $9,554 321 $9,594,321

On November 18, 2011, the Parent Company listed with the PSE its cominon stock, wheretn it
offered 42,163,000 shares to the public at issue price of B7 per share. The total proceeds with
issuance of new shares amounted to P295.1 million ($6.8 million). The Parent Company
incurred transaction costs incidental to the IPO amounting to 47.3 million ($1.1 million),
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which is charged against “Additional paid-in capital” in 2011. As of December 31, 2011, the
Parent Company’s has 162,163,000 issued common shares,

On May 25, 2012, the BOD declared a twenty percent (20%) stock dividend to stockholders.
On the same date, the stockholders approved and ratified to stock dividend payable to
stockholders as of record as of June &, 2012, distributed on June 29, 2012.

On September 14, 2012, the BOD declared a twenty percent (20%) stock dividend to
stockholders of record as of December 21, 2012, distributed on January 10, 2013. On
December 7, 2012, the stockholders approved the twenty percent (20%%) stock dividend.

On January 16, 2013, the BOD declared a twenty percent (20%) stock dividend to
stockholders. On the same date, the stockholders approved the stock dividend payable to
stockholders of record as of March 15, 2013, distributed on April 5, 2013,

On January 29, 2014, the BOD also declared a ten (10%) stock dividend. During the special
stockholders meeting dated July 11, 2014, the shareholders approved and ratified the
declaration of 10% stock dividend payable to stockholders of record as of July 25, 2014 and
payment date of August 20, 2014.

On March 24, 2015, the BOD also declared a ten (10%) stock dividend. On May 12, 2015,
the shareholders approved and ratified the declaration of 10% stock dividend payable to
stockholders of record as of May 26, 2015 and payment date of June 18, 2015.

On March 24, 2015, the Parent Company’s BOD, by majority vole, and shareholders
representing two-thirds of the outstanding capital stock thereof approved the amendment of
the articles of incorporation to increase the Parent Company’s authorized capital stock by
B160,000,000 or from 400,000,000 divided into 400,000,000 common shares with a par
value of B1.00 per share, to B560,000,000 divided into 520,000,000 common shares with a par
value of B1.00 per share and 400,000,000 preferred shares with a par value of £0.10 per share.

The BOD also authorized the Parent Company to offer 120,000,000 shares for sale or
subscription through a follow-on offering (FOO).

On July 22, 2015, the Philippine SEC approved the Company’s application to increase its
authorized capital stock.

On November 4, 2015, the Parent Company’s FOO was completed. The Parent Company
issued 80,000,000 new shares at issue price of B20 per share for a total amount of

$34.2 million. The Parent Company incurred transactions costs incidental to FOO amounting
to $1.2 million which is charged against “Additional paid-in capital” in the 2015 consolidated

balance sheet.

On October 24, 2016, the Parent Company’s BOD approved by majority vote the amendment
of the articles of incorporation to increase the Parent Company’s authorized capital stock by
£1,440,000,000 or from B560,000,000 divided into 520,000,000 common shares with a par
value of B1.00 per share and 400,000,000 preferred shares with a par value of £0.10 per share
(“Preferred A” shares), to £2,000,000,000 divided into 1,400,000,000 common shares with a
par value of P1.00 per share and 600,000,000 preferred shares classified into B140,000,000
“Preferred A” with a par value of 21.00 per share, and P460,000,000 worth of new preferred
shares, the par values, series, classes, preferences, convertibility voting rights and other
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features of which shall be determined by the Parent Company’s BOD. The stockholders have
yet to vote on these matters as of April 12, 2017,

Parenr Comparny Shares Held by a Subsidiary

On December 23, 2016, CEC acquired a total of 112,018,659 common shares of the Parent
Company for £2.3 billion ($49.6 million). The sharcs purchased were recorded at cost and
deducted from equity in the consolidated balance sheet.

As of December 31, 2016 and 2015, the Parent Company has a total number of 25 and 19
stackholders, respectively.

. Preferred Shares

2016 2015

Number of shares _
Authorized (P0.10 par value) 400,000,000 400,000,000
Subscribed 400,000,000 400,000,000
Amount
Subscribed - 400,000,000 shares {net of

subscriptions receivable amounting to

$663,717) $221,239 $221,239

In 2015, the 400,000,000 preferred shares at par value of B0.10 were subscribed by Camerton,
a principal shareholder of the Parent Company. As of December 31, 2016 and 2015, unpaid
subscriptions amounted to $663,717.

The features of the preferred shares are (i) full voting rights, one vote for each share;

(ii) preferred non-cumulative cash dividends at the rate of 1% of their par value per year, with
no participation in further cash dividends which may be declared and paid to the common
shares or any other class or series of shares; and {iii) the same stock dividends which may be
declared and paid to the common shares or any other class or series of shares.

Retained Earnings

On February 23, 2015, the Parent Company’s BOD approved the declaration of cash dividends
of $1,200,000 or $0.003893 per share, payable on March 27, 2015 to stockholders of record as
of March 10, 2015. The cash dividend shall be paid in Philippine Peso at Bangko Sentral ng
Pilipinas (BSP) exchange rate one day before payment date.

On August 10, 2015, the Parent Company’s BOD approved the declaration of cash dividends
of $891,200 or $0.002628 per share for sach of 339,063,353 fully paid and issued common
shares and $8,800 or $0.000022 per share for each of the 400,000,000 outstanding preferred
shares, amounting to an aggregate swm of $900,000, for payment and distribution on

August 28, 2015 to shareholders of record of August 25, 2015. The cash dividend shall be
paid in Philippine Peso at the BSP exchange rate one day prior to payment date.

On January 28, 2016, the Parent Company’s BOD approved the declaration of cash dividends
of $0.0050 per share for each of 419,063,353 fully paid and issued common shares and
$0.000021 per share for each of the 400,000,000 outstanding preferred shares, amounting to
an aggregate sum of $2,100,000, for payment and distribution on February 29, 2016 to
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shareholders of record of February |2, 2016. The cash dividend shall be paid in Philippine
Peso at the BSP exchange rate one day prior to payment date.

On June 9, 2016, the Parent Company’s BOD approved the declaration of cash dividends of
$0.00362 per share for each of 419,063,353 fully paid and issued common shares and
$0.000001 per share for each of the 400,000,000 outstanding preferred shares, amounting to
an aggregate sum of $1,520,000, for payment and distribution on July 7, 2016 to shareholders
of record of June 23, 2016. The cash dividend shall be paid in Philippine Peso at the BSP
exchange rate one day prior to payment date.

29, Commitments

The following are the significant commitments and contingencies involving the Group:

Outsourcing Manufacturing Agreement {OMA)

On July 30,2014, CATS entered into an OMA (herein referred to as the “Agreement™) with
RBWHI in conjunction with the Share Purchase Agreement (SPA) entered into between CEIC and
RBWHI. CATS will perform manufacturing services to RBWHI in accordance with the
production files and specifications as provided in the Agreement. The contract term is for ten (10)
years with automatic renewal of additional one (1) year period. All payments to CATS shall be
made in US Dollars and shall be paid sixty (60) days after the receipt of the invoice.

Master Service Agreement {MSA)

CATS entered into an MSA with RBWHI on July 30, 2014 where CATS will provide to RBWHI
the services of selected employees and consultants (or “Business Services”) of CATS. CATS
shall be responsible for and shall timely pay any and all compensation and benefits payable to the
employees of and consultants of CATS who perform Business Services. MSA has a ten (10) year
term with automatic renewal of additional one year period, '

Manufacturing Services Agreement (MSA) _
On QOctober 20, 2015, CATS, “the Seller”, entered into a manufacturing service agreement with a

customer, whereas the customer desires to purchase the products defined in the agreement
specifically for its latest range of mm-Wave converter products. The term of the agreement is 3
years from the effective date subject to automatic renewal for one year every year thereafter.

On November 4, 2015, CATS and Quinte! Technology Ltd. entered into a master supply
agreement that covers the manufacturing of specific antennas and other Quintel products set forth
in individual purchase order agreements. The initial term [or this agreement shall be for a period
of 3 years. CATS shall also provide support services for the following: New Product Introduction,
Production experiments, and Mass volume production. All payments to CATS shall be placed
within 90 days following the end of the month after receipt of invoice.

On April 20, 2016, the contract was amended to extend the contract term, from a period of 3 years
to a period of 3 years from the commencement date of the original agreement.
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3{). Note to Statement of Cash Flows

The Group has noncash investing activity representing the transfer of ownership over the assets
and liabilities assumed related to the acquisition of CATS entities in 2014, as discussed in Note 4
to the consolidated financial statements. This transaction has resulted to an increase in certain

assets and liabilities as enumerated in Note 4.

31.

Other Matters

CEC is a defendant in certain legal cases which are currently pending before the courts and other
government bodies. In the opinion of management and CEC’s legal counsel, any adverse decision
on these cases would not materially affect the consolidated financial position as of

December 31, 2016 and 2015 and results of operations for the years ended December 31, 2016,

2015 and 2014,
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CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SCHEDULE OF EFFECTIVE STANDARDS AND INTERPRETATIONS
DECEMBER 31, 2016

characteristics

Framework for the Preparation and Presentation of

Financial Statements
Conceptual Framework Phase A: Objectives and gualitative

PFRS Practice Statement Management Commentary

Philippine Financial Reporting Standards

PFRS 1
(Revised)

First-time Adoption of Philippine Financial
Reporting Standards

Amendments to PFRS 1 and PAS 27: Cost of an
Investiment in a Subsidiary, Jointly Controlled
Entity or Associate

Amendments to PFRS 1: Additional
Exemptions for First-time Adopters

Amendment to PFRS 1: Limited Exemption
from Comparative PFRS 7 Disclosures for
First-time Adopters

Amendments to PFRS 1: Severe Hyperinflation
and Removal of Fixed Date for First-time
Adopters

Amendments to PFRS 1: Government Loans

PFRS 2

Share-based Payment

Amendments to PFRS 2: Vesting Condijtions
and Cancellations

Amendments to PFRS 2: Group Cash-settled
Share-based Payment Transactions

Amendments to PFRS 2: Definition of Vesting
Condition

Amendments to PFRS 2: Classification and
Measurement of Share-based Payment
Transactions*

PFRS3
(Revised)

Business Combinations

Amendments to PFRS 3 : Accounting lor
Contingent Consideration in a Business
Combination

Amendments to PFRS 3 : Scope Exceptions for
Joint Arrangements

*These standards, interpretations and amendments to existing standards will become effective subsequent fo
December 31, 2016. The Parent Company did not early adopt these standards, interpretations and amendments.
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PFRS 4

Insurance Contracts

Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts

Amendments to PFRS 4: Applying PFRS 9,
Financial Instruments, with PFRS 4%

PFRS 5

Non-current Assets Held for Sale and
Diiscontinued Operations

Changes in Method of Disposal

PFRS 6

Exploratien for and Evaluation of Mineral
Resources

PFRS 7

Financial Instruments Disclosures

Amendments to PFRS 7: Transition

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets - Effective
Date and Transition

Amendments to PFRS 7: Improving
Disclosures about Financial Instruments

Amendments to PFRS 7; Disclosures -
Transfers of Financial Assets

Amendments to PFRS 7: Disclosures -
Offsetting Financial Assets and Financial
Liabilities

Amendments to PFRS 7: Mandatory Effective
Date of PFRS 9 and Transilion Disclosures

Amendments to PFRS 7: Applicability of the
Amendments to PFRS 7 to Condensed Interim
Financial Statements

Amendments to PFRS 7: Servicing Contracts

PFRS 8

Qperating Segments

L
Amendments to PFRS 8: Aggregation of
Operating Segments and Reconciliation of the
Total of the Reportable Segiments’ Assets to the
Entity’s Asset

PERS 9

Financial Instruments*

e

*These standards, interpretations and amendments 1o existing standards will become effective subsequent to
December 31, 2016, The Parent Company did not early adopt these standards, interpretations and amendmenis.
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PFRS 10

B h

Consolidated Financial Statements

Amendments to PFRS 10: Transition Guidance

Amendments to PFRS 10, PFRS 12 and PAS
27: Investment Entities

Amendments to PFRS 10, PFRS 12 and
PAS 28, Investment Entities: Applying the
Consolidation Exception

Amendments to PFRS 10 and PAS 28: Sale or
Contribution of Assets between an Investor and
its Associate or Joint Venture*

PFRS 11

Joint Arrangements

Amendments to PFRS 11: Transition Guidance

Amendments to PFRS 11: Accounting for
Acquisitions of Interests in Joint Operations

PFRS 12

Disclosure of Interests in Other Entities

Amendments to PFRS 12: Transition Guidance

Amendments to PFRS 10, PFRS 12 and
PAS 27: Investment Entities

Amendments to PFRS 10, PFRS 12 and
PAS 28, Investment Entities: Applying the
Consolidation Exception

Clarification of the Scope of the Standard*

PFRS 13

Fair Value Measurement

Amendments to PFRS 13 : Portfolio Exception

PFRS 14
PI'RS 15

Regulatory Deferral Accounts

Revenue from Contracts with Customers*

PTRS 16

Ieases*

Philippine Accounting-Standards

rIF’AS 1
(Revised)

L

Presentation of Financial Statements

Amendment to PAS 1: Capital Disclosures

Amendments to PAS 32 and PAS 1: Puttable
Financial Instruments and Obligations Arising
on Liquidation

Amendments to PAS I: Presentation of Ttems of
Other Comprehensive Income

v

Amendments to PAS 1, Disclosure Initiative

v

*These standards, interpretations and amendments to existing standards will become effective subsequent to
December 31, 2016. The Parent Company did not early adopt these standards, interpretations and amendmaents.
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Inventories

Statement of Cash Flows

Amendments to PAS 7: Disclosure Initiative*

PAS 8

PAS 10

Accounting Policies, Changes in Accounting
Estimates and Errors

Events after the Reporting Period

PAS11

Construction Contracts

PAS 12

Income Taxes

Amendment to PAS 12 : Deferred Tax:

Recovery of Underlying Assets

Amendments to PAS 12: Recognition of
Deferred Tax Assels for Unrealized Losses*

PAS 16

Property, Plant and Equipment

Amendments to PAS 16 and PAS 38:
Clarification of Acceptable Methods of
Depreciation and Amortization

Amendments to PAS 16 and 38: Proportionate
Restatement of Accumulated Amortization

Amendments to PAS 16 and PAS 41: Bearer
Plants

PAS 17

Leases

<

PAS 18

‘| Revenue

PAS 19
(Revised)

Employee Benefits

Amendments to PAS 19: Actuarial Gains and
Losses, Group Plans and Disclosures

Regional Market Issue Regarding Discount
Rate

Employee Contributions

Amendments to PAS 19: Defined Benefit Plans:

PAS 20

Accounting for Government Grants and
Disclosure of Government Assistance

PAS 21

The Effects of Changes in Foreign Exchange
Rates

Amendment: Net Investment in a Foreign

Operation

*These standards, inlerpretations and amendmaents to existing standards will become effective subsequent to
December 31, 2016. The Parent Company did not early adopt these siandards, interpretations and amendments.
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PAS 23 Borrowing Costs
(Revised) v
PAS 24 Related Party Disclosures v
(Revised) Key Management Personnel v
E’AS 26 Accounting and Reporting by Retirement
Benefit Plans
PAS 27 Separate Financial Statements v
(Amended) {4 o dments to PFRS 10, PFRS 12 and PAS
27: Investment Entities e
Amendment: Equity Method in Separate
Financial Statements v
PAS 28 Investments in Associates and Joint Ventures
(Amended) [, o/ dments to PFRS 10, PFRS 12 and PAS
28, Investment Entities: Applying the
Consolidation Exception
Amendments to PAS 28: Measuring an
Associate or Joint Venture at Fair Value*
PAS 29 Financial Reporting in Hyperinflationary
Economies
PAS 32 Financial Instruments: Disclosure and
Presentation v
Amendments to PAS 32 and PAS 1: Puttable
Financial Instruments and Obligations Arising
on Liquidation
Amendment to PAS 32: Classification of Rights
Issues
Amendments to PAS 32: Offsetting Financial
Assets and Financial Liabilities v
PAS 33 Earnings per Share v
PAS 34 Interim Financial Reporting v
Disclosure of Information ‘Elsewhere in the
Interim Financial Report’
PAS 36 Impairment of Assets v
Amendment to PAS 36: Impairment of
Assets - Recoverable Amount Disclosures for
MNon-Financial Assets v

*These standards, interpretations and amendments to existing standards will become gffective subsequent to
December 31, 2016, The Parent Company did hat early adop! these standards, interpretations and amendments.
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PAS 37 Provisions, Contingent Liabilities and
Contingent Assets

PAS 38 Intangible Assets v

Amendments to PAS 16 and PAS 38:
Clarification of Acceptable Methods of
Depreciation and Amortization

PAS 39 Financial Instruinents: Recognition and
Measurement

Amendiments to PAS 39: Transition and Initial
Recognition of Financial Assets and Financial
Liabilities )

Amendments to PAS 39: Cash Flow Hedge
Accounting of Forecast Intragroup Transactions

Amendments to PAS 39: The Fair Value Option v

Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets - Effective
Date and Transition

Amendments to Philippine Interpretation
IFRIC-9 and PAS 39: Embedded Derivatives

Amendment to PAS 39: Eligible Hedged Items

Amendment to PAS 39: Novation of
Derivatives and Continuation of Hedge
Accounting

AN

PAS 40 Investment Property
Interrelationship between PFRS 3 and PAS 40

Amendments to PAS 40: Transfers of
Investment Property*

TAS 41 Agriculture

Philippine Interpretations

IFRIC 1 Changes in Existing Decommissioning,
Restoration and Similar Liabilities

IFRIC 2 Members’ Share in Co-operative Entities and
Similar Instruments

*These standards, interpretations and amendments to existing standards will become effective subsequent to
December 31, 2016. The Parent Company did not early adopt these standards, interpretations and amendments.
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IFRIC 4 Determining Whether an Arrangement Contains

a Lease v
IFRIC 5 Rights to Interests arising from

Decommissioning, Restoration and

Environmental Rehabilitation Funds v
IFRIC 6 Liabilities arising from Participating in a

Specific Market - Waste Electrical and

Electronic Equipment v
IFRIC 7 Applying the Restatement A pproach under

PAS 29 Financial Reporting in

Hyperinflationary Economies v
IFRIC 8 Scope of PFRS 2 v
IFRIC 9 Reassessment of Embedded Derivatives v

Amendments to Philippine Interpretation

IFRIC - 9 and PAS 39: Emmbedded Derivatives v
IFRIC 10 Interim Financial Reporting and Impairment v
IFRIC 11 PFRS 2~ Group and Treasury Share

Transactions e
1FRIC 12 Service Concession Arrangements e
IFRIC 13 Customer Loyalty Progranunes ' v
IFRIC 14 The Limit on a Defined Benefit Asset,

Minimum Funding Requirements and their

Interaction v

Amendments to Philippine Interpretations

IFRIC- 14, Prepayments of a Minimum

Funding Requirement v
IFRIC 15 Agreements for the Construction of Real

Estate* e
IFRIC 16 Hedges of a Net Investment in a Foreign

Operation v
1FRIC 17 Distributions of Non-cash Assets to Owners v
I¥FRIC 18 Transfers of Assets from Custormers v
IFRIC 19 Extinguishing Financial Liabilities with Equity

Instruments v
IFRIC 20 Stripping Costs in the Production Phase of'a

Surfaee Mine v
IFTRIC 21 Lchies s

*These siandards, interpretations and amendments to existing standards will become effective subsequent io
December 31, 2016. The Parent Campany did not early adopt these standards, interpretations and amendinents.
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IFRIC 22 Foreign Currency Transactions and Advance

Consideration* e
SIC-7 Introduction of the Euro e
SI1C-10 Government Assistance - No Specific Relation

to Operating Activities e
SIC-15 Operating Leases - Ineentives v
SI1C-25 Income Taxes - Changes in the Tax Status of an

Entity or its Shareholders v

- SIC-27 Evaluating the Substance of Transaclions

Involving the Legal Form of a Lease
SIC-29 Service Concession Arrangemnents: Disclosures v
SIC-31 Revenue - Barter Transactions Involving

Advertising Services v
SIC-32 Intangible Assets - Web Site Costs v

*These standards, interpretations and amendments to existing standards will become effective subsequent to
December 31, 2016. The Parent Compary did riot early adopt these standards, interpretations and amendments.
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CIRTEK HOLDINGS PHILIPPINES CORPORATION
RECONCILIATION OF RETAINED EARNINGS AVAILABLE FOR

DIVIDEND DECLARATION
DECEMBER 31, 2016

Unappropriated retained earnings, as adjusted, beginning 3405,556
Add: Net income actually earned/realized during the period

. Net income during the period closed to retained eamings $3,670,480
Add:  Noen-actual losses -
Less: Non-actual/unrealized income net of tax -
Net income actually earned during the period 3,670,480
Unappropriated retained earnings, as adjusted, ending 4,076,036
Less: Cash dividends declared {3,620,000)

$456,036

Retained earnings available for dividend declaration

1 O




CIRTEK HOLDINGS PHILIPPINES CORPORATION

FINANCIAL SOUNDNESS INDICATORS

DECEMBER 31, 2016
December 31, December 31,
Ratios Formula 2016 2015
Current Assets/Current
(i) Current Ratio Liabilities 1.54 .11
| (ii) Debt/Equity Ratio Bank Debts/ Total Equity 2.99 0.48
(ii1) Net Debt/Equity
Ratio Bank Debts-Cash & 2.02 0.06
Equivalents/Total Equity
(1ii) Asset to Equity
Ratio Total Assets/Total Equity 4.86 1.69
(iv) Interest Cover
Ratio EBITDA/Interest Expense 8.90 6.90
(v) Profitability
Ratios .
GP Margin Gross Profit/Revenues 0.17 0.16
Net Profit Margin Net Income/Revenues 0.10 0.09
EBITDA Margin - EBITDA/Revenues 0.16 0.15
Return on Assets Net Income/Total Assets 0.06 0.04
0.30 0.07

Return on Equity

Net Income/Total Equity

0




SCHEDULE A

CIRTEX HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF FINANCIAL ASSETS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2016

Name of Valued based on
Issuing entity market quotation at Income
and association  Amount shown in the end of reporting received or
of each issue  the balance sheet period accrued
Cash and cash equivalents N/A $24,511,493 $24.511,493 £172,196
Trade and other receivables N/A 23,172,423 23,172,423 -
Financial asset at FVPL N/A 503 503 199,537
Amounts owed by related
parties WA 12,436,575 12,436,575 -
QOther current assets:
Rental deposit N/A 1,131,399 1,131,399 -
Security deposit N/A 180,387 180,387 -
Loan to employees N/A 239,823 239,823 -
HTM investments N/A 371,520 371,520 8,362
AFS financial asset N/A 1,667,000 1,667,000 -
Other noncurrent assets:
Loans to employees N/A 7,889 7.889 -
Miscellaneous deposits N/A 135,559 135,559 -
$63,854,571 $380,095

563,854,571
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SCHEDULE B

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF AMOUNTS RECEIVABLE FROM

DIRECTORS, OFFICERS, EMPLOYEES, RELATED PARTIES, AND
PRINCIPAL STOCKHOLDERS (OTHER THAN RELATED PARTIES)
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2016

Amounts Reccivable from Officers, Employees and Related Parties

Balance at
MName and designation of Balance at beginning of Amounts the end of
debtor petiod Additions collected Current Mot Current the period
Jerry Liu {Chairmnan) $8,558,051  $1,750,990 - $10,30%,041 b $10,309,041
Employees 122 062 30,306 35,866 116,502 - 116,502
$8,680,113  §1,781,296 535 866 $10,425,543 - $10,425,543

Amounts owed by Related Parties
Balance at
Name and designation of Balance at beginning of Amounts the end of
debtor period  Additions collected Current  Not Current the pericd
Cirtek Holdings, Inc. $1,809,256 - $-- $1,809,256 - $1,809,256
Camerton, Inc. 33,161 78,833 - 111,994 - 111,994
Cayon Holdings, Inc. 206,284 - - 206284 = 206,284
§3.048,701 $78.833 [ $2,127,534 5= $2,127,534

‘ O A




SCHEDULE C

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF AMOUNTS RECEIVABLE FROM

RELATED PARTIES WHICH ARE ELIMINATED DURING THE

CONSOLIDATION OF FINANCIAL STATEMENTS
AS OF AND FOR THE PERIOD ENDED DECEMBER 31, 2016

Recefvables from related parties which are eliminated during the consolidation

Balance at Amount Balance
beginning of Amount written at end of
Name and designation of debtor period Additions collected off Cumrent  Noncumrent period
Cirtek Electronics Corporation $13,121,898 561,154,767 32,474,001 5— $41,802,654 - 341,802,664
Cinek Electronics International
Corporation 21,851,682 20,170,548 19,006,369 - 23,015861 - 23,015,861
Cinek Holdings Philippines
Corporation 40,769,156 49, 566,534 - - 90,335,790 - 90,335,790
Cintck Advanced Technologies
and Solutions, fnc, 4,354,635 12,641 - - 4,367,276 - 4,367,276
RBW Realty and Property, Inc. 297,394 - 274,775 - 22,619 - 22,619
$80,394,865  §$130,904,490  $51,755,145 3— $159,544 210 3 $159,544,210
Amounts owed by related parties which are eliminated during the consolidailon
Bajauce at Amount
: beginning of Amount writlen Balance at end
Name and designatiun of deblor period Additions collected off’ Current Not current of period
Cinek Electronics Corporation 350,897,189 369,737,287 518,622,689 - $102,011,787 o $102,011,787
Cirtek Electronics International
Corparation 9,000,000 1,131,522 938,706 - 9,192,816 - 9,192,816
Cintek Advanced Technologics
and Solutions, Inc. 5877751 19,183,720 834,053 - 24227 418 - 24,227 418
Cirtek Holdings Philippines
Corporation 10,265,250 41 606 059 32,023,638 - 19,937,721 - 19,937,721
RBW Realty and Property, Inc. 4,354,635 - 180,167 - 4,174,468 - 4,174,468
$80,394,865  §131,748,598  §52,599,253 $— $159,544 210 $— $159,544 210
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SCHHEDULE D

- CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF INTANGIBLE ASSETS - OTHER
ASSETS
- AS OF DECEMBER 31, 2016
- Intangible Assets - Other Assets
. Other
Charged to Charged to changes
— Beginning Additions cost and ather additions Ending
Description Balapnce at cost Expenses accounts (deductions) Balance

Product development
costs $569,942 §547,166 $194,888 §— £ $622,220
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SCHEDULE E

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF LONG-TERM DEBT
AS OF DECEMBER 31, 2016

Long-term Debt
Amount shown

under caption Amount shown

“current portion under caption

of long-term™ in  “long-term debt” in

Amount authorized related balance related balance

Title of issue and type of obligation by inden(ure sheet sheet
$44,250,000 $6,882,126 $36,977,845

Notes payable

T
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SCHEDULE F

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF INDEBTEDNESS TO RELATED
PARTIES (LONG-TERM LOANS FROM RELATED COMPANIES)
AS OF DECEMBER 31, 2016

Indebtedness to related parties (Long-term loans from related companies)
Name ofrelated party Balance at beginning of period Balance at end of period

Nat Applicable

AN G
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SCHEDULE G

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF GUARANTEES OF SECURITIES OF

OTHER ISSUERS
AS OF DECEMBER 31, 2016

Guarantees of Securities of Other ¥ssuers
Name of issuing entity of Title of issue of
securities guaranteed by the each class of Total amount Amount owned by
company for which this securities guaranteed and person for which
statement is filed guaranteed outstanding statement is file WNature of guarantee

Mot Applicable

AN BB T




SCHEDULE H

CIRTEK HOLDINGS PHILIPPINES CORPORATION AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE OF CAPITAL STOCK
AS OF DECEMBER 31, 2016

Capital Stoclk
Number of shares Number of

issued and shares reserved Number of

outstanding as for options Number of  shares held

MNumber of shown under warrants, shares held by directors,

- shares related balance conversion and by related officers and
Title of Issue authorized sheet caption other rights parties  emplovees Others
520,000,000 419,063,353 — 320,907,217 9 _

Common Stock
Preferred Stock 400,000,000 - - _

VS O
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SECURITIES AND EXCHANGE CDMMISSIDN

SEC FORM ACGR

ANNUAL CDRPQRAT‘E GDUERNANCE REPORT
" GENERAL INSTRUCTI'DNS‘
) ‘ 3
i
{A) Use of Form ACGR " : T : T
This SEC Form shall be used to meet the reqdlreménts.of the Revised Code of Corporate Governance.
— . ‘ o '
{B] Preparation of Report oo 2l ]
E =’
— These general Instructions are not to be filed mth the report The Instructlons to the varlous captions of the form
-—-;f‘;'j N shall not be omitted from the report as flled: The report shall contaln the numbers and captions of all items. ' If
r any item Is Inapplicable or the answer theretg s In the negutlve an appropriate statement to that effect shall be
{ made. Provide an explanation on why the ltem dbes not apply }to the company or on how the company's practice
{ R differs from the Code. P ' :
—t : : E
. . ]
{€) Signature and Flling of the Report : !
v ‘ N |'
A, Three (3} complete sets of the report shaﬂ be flled wlth the Maln ‘Office of the Commission.
- o
B. Atleast one complete copy of the rgpor'_c filed wlth thg Commlsslon shall be manually slgned.
— C. Alireports shall comply with the full disclostre requirements of the Securities Regulation Code.
D. This report is required to be filed annuatly together with the company's dnnual report.
= (D) Filing an Amendment

Any material change in the facts set forth in the réport occur‘ring‘ within the year shall be reported through SEC
Form 17-C. The cover page for the SEC Form 17-Cshall indicate “Amendment to the ACGR".
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— " 1. ReportisFiled for the Year 2012~. ...... f j
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A, BOARD MATTERS

1} Board of Directors

{a} Composition of the Board

Complete the table with information on the Board of birecto_rs: o

i L T

K L W . g 2 d 0

Jerry Liu | ED Camerton |, - lzar11 | 525-12 Annual 1
Nicanor Lizares ED Camerton L 2-17-11-. 5-25-12 Annual | 1
Anthony Buyawe ED Camerton | - . | 2-17-11 | 5-25-12 Annual 1
lorge Aguilar ED Camerton |. ’ : ‘2-,17—11 5-25-12 | Annual 1
Nelia Liu ED Camerton |  .© - - - |:5-31-13 | 5-25-12 Annual 1
Martin Lorenzo T Camerton.| . ° ... . | 2-17-i1 5-25-12 Annual 1
Ernest Fritz Server 10] Camerton, | =7 - . | .2-17-11 . 5-25-12 Annual 1

(b) Provide a brief summary of the corporate gov'errianﬁgﬁol'lcy that the board of directors has adopted. Please
emphasize the policy/les relative to the tre‘atnjent of all' sh_arehold_ers, respect for the rights of minority
shareholders and of other stakeholders, disciosiire duties, and board responsibllities.

Each share is entitled to one vote thot may be exbrtlsed in persan ar|by proxy The shareholders have the right to elect,

remave ond replace directors and vote on certam corporate octs in, otcordunce with the Corporation Cade.
H \

It is the duty of the directors to promote sharehofders rights, remove nmpedlments to the exercise of shareholders
rights and provide effective redress far violation of their. rights. They shall encouroge the exercise of shareholders'
vating rights and the solution of coltective action. prob!ems thrOUQh apprapnote mechanisms.

ct for th |hsuf inority sharehglde an ufo estk !d

The Boord of Directars recogmzes and sufeguurds the rfghts of every shorehofder it promates sharehofders rights,
porticularly the rights to mformot.lon and to partrcrpore in the goverlncmce process. It supplements and complements the
Articles of Incorporation and By-Laws of the’ Com,bony, “which principalty contoin the bosic structure of governonce. The
sharehoiders are given the privilege to vote on alf matters that requlres consent; Inspect corporate books ond records;
rights to information; rights to dividends; and approfﬁcrf nght oy

!
1
Disclosure duties !

The Baard sholl commit at all times to odequately and timely disclose all material information that could potentially
offect the Campany’s shore price and such ather inforination- that ore required to be disclosed pursuant to the SRC
and its Implementing Rules and Regulations as well bs’ other relevant laws. This infarmotion include but are not
limited ta eornings results, ocquisition or dispasal of significant assets, aff balance sheet tronsactions, changes, in
Board membership as well os chonges in shareholdings of dfrectors ond afficers, and remuneratian of directors and
afficers and related party transactions. e

' Reckoned from the election immedtately following January 2; 2012,



Board responsibilities

The Boord sholl exert its best effort to ensure o high standard of best practice far the Company, its sharehold
stakeholders. To do so, it sholf perform all the fu'nctf'oris which it r's- required to perform in the Con:rpon ': 8 13-0::5 D?:
honesty and integrity. Its duties and responsibilities os'defimed include: 1. Conduct foir business trons);ctjb):is w":hv::‘
compony ond ensure that personol interest does not bio_slﬂoard decisfons..2. Devote time ond artenlﬂon neces;or te
praperly dischorge his dutfes and responsibllitles. 3. Act judiciously. 4. Exercise Independent Judgment, 5 Ha:'e z
working knowledge of the statutory and regulotory r,sq.ulrf.'rﬁents. 6. Observe confidentiality. 7. Ensure thé éc;ntinuing
seundness, effectiveness and odequocy of the Company’s contral enviranment, 8. Prior ta assuming office, attend a

seminar on corparate goveriance,

{c] How often does the Board review and apprové the i.'ls_,ion and mission? 'Every two yeors

(d) Directorship In Other Companles

(i) Directorship in the Company's Group® . -

Identify, as and if applicable, the ﬁjérhbérs of t:he.co

mpany’s Board of Directors who hold the office of
director in other companies within Its Group;~ - - :

Jerry Liu .|’ Cirtek Eléctronics Gorporation Chalrman
Jerry Llu ;Clrjtgk Electrénit_:ﬁ ilnteuj!flationa| - Dlrector
Corg. B
Anthony Buyawe . Cirtek Electronli‘:s;-1nté(nat|0nal Director
: Corp.-. v 0 .

{Ii}. Directorship in Other Listed Companles - . l :

Identify, as and if applicable, the members 'b.f 'tiﬁe_“éc')rf{)any“s' Board of Directors who are also directors of

publicly-listed companles outside ofltsiGrQ'up: A i

Nicanor leres Pancake House, Inc | ‘ . : Executlve Director
Martin Lorenzo Pancake House, inc/Pancake House Holdings, Inc | Chairman
Ernest Fritz Server REM Corporation -~~~ 7 Chairman

(i1} Relationship within the Companyand its Gfoup

Provide details, as and if applicable, of any relation among the members of the Board of Directors, which
links them to significant shareholders in the company and/or In Its group:

N
s i

Shareholder

lerry Liu Camerton ing.

® The Group is composed of the parent, S.ubsldiarleﬁl aséog‘iéfés and joint ventures of the company.




2}

{iv} Hai| the company set a limit on.the'-n'u_mber b.f board seats in other companies {publicly listed, ordinar
an f:ompanles w:ltt? secandary license) that an individual director or CEQ may hold simuitane;ously? Iry1
particular, is the limit of five board seats in'other publicly listed companles Imposed and observed? If
brtefly describe other guidellnes: " o o : v

A director s'haH exercise -due discretion in atcepting and holding of directorships outside af the
Con?p'any. A director may hold any number of directorships outside of the Company provided thot these other
positions do not de(racr from the directos's copacity to ditigently perform his dutles as a director of the:
Compony. ’ SO } '

0
{e) Shareholding In the Company g

Complete the following table on'the membér'srof't'he‘ cohpa:ny’_s Bpard.of Directors who directly and Indirectly

own shares In the company: o P
Jerry Liu 1 |7 168,479,985 70.6 .
Anthony Buyawe ‘i1 o .0 0
Jorge Agullar L .o . B 4
Micanor Lizares i 2 - -0 0
Rafael Estrada N " 500,000 o
Martin Lorenzo 1 "' g 0 0
Ernest Fritz Server I B i o 0
TOTAL 7 168,979,985 70.6

Chairman and CEQ

{a) Do different persons assume the role of Chalfian of t'hé._ Board of Directors and CEO? If no, describe the

checks and balances laid down to ensure that the Bpard gets the benefit of independent views.

{b) Roles, Accauntabilitles and Deliverables - ‘

Define and clarify the roles, acgountabilitl'es and dellverables of the Chalrman and CEO.

b 2 ¥
‘Develop strategy proposals for
recommendatlon to the Board and
ensure that agreed strategies are

reflected in the business.

Ensure effective operation of the Board
and its committees in'conformity with
the highest standards of corporate
governance, o

Ensure effective comm'uni.c.ation with . Develop annual plans, consistent
shareholders, regulators and cther with agreed strategles, for
stakeholders and that the views of these | presentatlon to the Board for

Role groups are understood by the Board. support.

Pjan hurman resourcing to ensure

| that the Company has the
capabilities and resources requlired

to achleve 1ts plans.

Set the agenda, style and tone of Board
discussions to pramote constructive
debate and effective decision-making.

_Ensure that all Board cominittees are’ 1
properly established, composed and” ;" ‘| Develop an organisatlonal structure
operated, R R and establish processes and systems

: " | to-ensure the efflcient organisation




Ensure cornprehensive induction -
programmes for new dll'eCtDl'S and

necessary.

Support the Chief Executive in fﬁe
development of strategy and, more ",

Executive. o - S
: -.|_

as s necessary and useful but not ‘l K

intrude on the Chief Executwe s,

responslbl!itles Ch Tl
f

Promote effectlve relationshups and
communications between,non- executlve
dlrectors and members of the GrOUp
Executive Commlttee S

Ensure that the performance of the ‘ '
Board, Its main e:ommlttees and I
individual directors |s forma|ly E\;aluated

onanannualbasls e

Establlsh a harmonlous and open
relationshlp with the Chlef Executlve

updates for all dlrectors as and when . ';

1
i
broadly, to support and adme the Chlef_

Maintain access to senlor management, : . ,
| Ensure that financlal result, business

‘| communicated to the Investment

Develop and promote effective

:| Ensure that business performance Is
conslstent with the Business

"and appropriate steps taken to
" manage the risks.

1 clear. -

of resources,

Be fesponsible to the Board for the
performance of the business
conslstent with agreed plans,
strategies and policies."

Lead the executive team, including
the development of performance
contracts and appraisals.

strategles and, where appropriate,
targets and milestones are

community.

communication with shareholders
and other relevant ¢onstltuencles,

i
T

Trinclple;

Ensure that robust management
;uécesslon and management =,
aeve'lopment plans are’in place and
presented to the Board fromi time to
time,

|
Develop processes and structures to
ensure that capital investment -
praposals are reviewed thoroughly,
that associated risks-are identified

Develop and maintain an effective
framework of Internal controls over
risk in relation to all business
activities including the Group's
trading activities,

Ensure that the flow of information
to the Board is accurate, timely and

Establish a close relationshlp of trust
with the Chailrman, reporting key
developments to him in a timely
manner and seeking advice and
support as appropriate.

Accountabilities

Responmble for Ieadershlp of the Baard

" Responsible for leadership of the
business and managing It within

- the author'ties delegated by the
Board,

Deliverables




3)

4)

Explain how the board of directors plans for the . | J
successlon of the CEO/Mana ing Dire
ey management mostionst T e e ging ctor/President and the tap
.
Then Company recognlzes the |mporta nte of suc i
cessaon |ann|n in bui!dln al d
encur leadershin contioty t > ffecessio p‘ | ] g alea ershrp Plpeline/talent pool to
o ‘_‘: ;.7
Succession planning in the Company lnvolves the followlng steps (1) analyzing company strategy and identifylng
core competencies and technical competencies reql.llred to malntaln and bulld a strong, sustainable organization
{2) identifying internal talent with critical competenmes arida sesslng needs for external talent (3) Irnplementlngr.
retention programs and recrultment strategles, (4] monltorlng jaerformance of talent pool,

) .= woe
Other Executive, Non-Executive andIndeped‘d'entDirect'Ors

y!
[

Does the company have a policy of ensurlng dlversuty of experlence and background of directors in the board?
Please explain. P R | :

. 1
Directors sitting in the Board shall be possessed af the ‘necessdry skills, adequate competence ond understanding
of the fundamentals of doing business or sufficlent experience 'ond campetence in managing O business, He must
possess Integrity, probity and shall be diligent ond qssrduous i the performmg his functions.
Does If ensure that at least one non-executive dlrector has an experience n the sector or Industry the company

belongs to? Please explain. - : T

Yes. The presence of o non-executive directer with expérfeh[:e in the same sector augments in-house knowledge
and ot the same time provides an obje:ttve perspect:ve on important matters such as Industry trends, competition,

.

ond company capobilities.

Define and clarify the roles accountabHIties and deliverables of the Executh.'e Non-Executlve and Independent

Directors:
% VB o S ‘ .‘ T8 p;
He shall supervise and” | A'ditector’s office isone | A director’s office Is one
manage the buslness of trust and confidence. | of trust and confidence.
affairs of the Corporation | S
upon the direction of the - | He should act in the best | He'should act in the best
Board of Directorsand interest of the Company | interest of the Company -
Implement the - |indmanner + in @ manner
administrative policies of - | characterized by characterized by
the corporation under his .| transparency, transparency,
supervision and control+* "acc_punta I:il:lltv' and ) accountability and
Role Co fairess. * falrness.
‘ coo
He should exercise . He should exercise
" leadership, prudence leadership, prudence
“and'integrity in” - and integrity In
: duecnng the Company | directing the Company
| _towards sustained towards sustained
ol plogress dver the long | progress over the long
‘ - _terrn ‘|"? : term.
¢ Herepresentsthe - .. | He shall ob.‘s'erve' the following:
. corporationatall =~ [ . 7
Accountabilities functions and v CondUclt fai_r business transactions with the
: proceedings Company and ensure that personal interest
s To execute on behalf of - | . ’does not blas Board dacisions.
the carporationall |- s+ Devote time and attention necessary to properly

I 0



contracts, agreements

and other instruments + ‘[
_affecting the interests - [ .

of the corporation'in®
which will require the
approval of the Board
of Directors,
Tooverseethe  °
preparatfon of the
budgets and statements
of accounts of the. U
corporatlon.

* To make reports to the

Board of Directors. -
To perform such dutles
as are incldent to his”
office or are entrusted .
to him by the Board of
Directors )

‘fdlseha.rlge his dutles and responslbilities

‘Act Judiclously . E g
Exercise Independent Judgment. '
Have’ worklng knowledge of the statutory and

) regulatory requlrements
Observe donfldentlallty

) ;-.

e Ensure the cont'lnulng soundness

- effectlveness and adequacy of the Company's
** contfol environment
s Prlor to assuming office, attend a seminar on

corporate governance
|

P

Deliverables

He'Is to Initlate and
develop corporate

objectives and policies

and formulate long range
projects, plans and :
programs for the approval
of the Board of Directors,
Including those for
executive traning, |
development and
compensation )

| To ensure good governance of the Company, the

Board should establlsh the vislon and mission #nd
strategic 0b]ect|vés and key policles and :

' procedures for the management of the

Company, as well as the mechanism for:
monitoring and evaluat!ng Management's

-'pErforrna nce

Provide the company’s definition of "inde'penc.l‘ence and descrlbe the company s compliance to the definition.

LR
-

An Independent Director shaH mean o Persom. who, apurt framl'hrs fees ond shareholdings, Is independent of
management and free from any business or other relatmn'shfp which could or could reasonably be perceived to,
materially interfere with his exercise of Jndependent Judgemenl‘ in carrymg out his responsibilities as o dfrector of the

corparation,

¥
i
BN

v ) ."'.',' c :A T '
Does the company have a term limit of five consetutive years for independent directors? If after two years, the
company wishes to bring back an Independent diréctor who had served for five years, does it Ilmit the term for no
more than four additional years? Please exp'lam '

No term fimit.

-\‘ 8
:

1

5) Changes In the Board of Directors (Executive, Nu'n'—Ex'er_:utIVe and lndep_e ndent Directors)

{2} Resignatlon/Death/Removal

Indicate any changes in the composition qf--the_Buai,'lcllp_f_p!reclors that happened durlng the period:

None

N/A . N/A

1



Describe the procedures for the selectlon/’appomtment re
and suspension of the members of the Board of Direc

{b) Se'lection/AppoIntment Re- electlon D|squallﬁcatlon Removal Relnstatementand Suspenslon

(In¢luding the frequency of electmn] and the criteria employed In each procedure:

{I} Executive Directors

The Board thru Its .
"Nominatlon Cemmittee pre-
screens the qualification of all

_nommees to the Board of

Directors.’ .. .
Nom:natlons shall be made in

- writing.

Votlng shall be b\,r secret
ballot. ‘
Cumt'ative vating shali be -

allowed and each shareholder.

shall have the rlght to vote n

I perscm or by proxythe

' number of shares standing In

hls name at recorc{ date. He

- nay also vote such humber. of
“'shares.for as-many persofis as

“there.are diractors or hemay_

cumulate sald shares and glve
one candldate as many votes

‘as the nun-l.ber of difectors to
“be élected mu|t|p1led by the

number of His shares shall
requal; of he may dlsmbute
them on the same’ prlnclp|es
-aMong as many candidates as
he shall fit provided that thie -

 total number of votes cast by

him shall ot exceed the.
number of shares owned by
him multlplied by the whole
nuniber of dlrEthrs to be
‘elected. Candldates receiving
- the highest numb}ar of votes-
shall be déclared élected

Qualificatlons of Directors!

" reglstered In his name.

Corporate Governance as

Any stockholder having at
least one (1) share of the’
capital stock of the Company

At least 21 years of age
Directors sitting in the Board
shall possess necessary skllls,
adequate competence and
experience In managing a
business.

He must possess all the
qualifications and none of
the disgualifications of
regular directors under

provided.

Possesses Integrity, prabity
and shall be diligent and
asslduous In the
performance of his furictions.
Other relevant gualifications,
such as membership in good
standing In business,
professional organlzation or
relevant Industry.

! 'Sare as stated, ab0ve

Same as stated above

{ii} Non-Executive Directors

(i) independent Directors

-Same as stated above

Apart from above
qualificaticns, additional
criteria for Independent
Directors as follow:

« a candidate for independent

director must be
independent of the
management and free from
any business or other
relationship which could, or
could reasonably be

-election disqualification, removal, relnstatement

tors. ' Provide details of the processes adopted

perceived to, materially

12



interfere with his exercise of |
- Independent judgment In

carrying out his
responsibllities as a director
of the Corporation.
b * He must have been engaged
. in or exposed to the business
‘ of corporatlon for at least
- - ___ five (5) years
I3 o ﬂ{; [ i ;) 25l
_{i} Executive Directors Same as stated above Same as stated above
{it) Non-Executive Directors Same as stated above Same as stated above
i {Ili} Independent Directors - . Same as stated above - Same as stated above
eI PEAMARERYBITHUSIREAHBTRRE R s U : ]
Nornlnation Committee shall- Disguallfications;
—_ ‘réview and evaluate.the” ». Persons who have been

o

{i) Executive Directors

qualifications of all persons -
nbmiinated to the Board of .
Directors. . " . [«

convicted by a competent
Judiclal or administrative
body:of the foliowing:
> Any crime Involving
purchase or sale of
" securitles as defined In
" Securltles Regulation Code.
> Any crime arlsing out of
the person’s caonduct as an
underwriter, broker, -
dealer, futures commission
merchant, commodity
~ trading advisor or fleor
broker.
> Any crirme arising out of his
fiduciary relationship with
bank, quasi-bank, trust
company, Investment
house or as an affiliated
. person of any of them.
 Any person who, by reason of
- any misconduct, after
hearlng or trial, is
permanently or temporarily
enjoined by order, judgment
or decree of the Securities |
and Exchange Commisslon
("SEC") or any court or other
adminlstrative body of
competent Jurisdictlon
= Any person finally convicted
judiclally or administratively
of an offense involving moral
turpitude or fraudulent acts
or transgresslons such as, but
not limited to,
embezzlement, theft,.
estafa, counterfeiting,
misappropriation, forgery,
bribery, false affirmatlon or

perjury.

13



« Any person finally found

* Any person finally found by A’
. the SEC or a court or other
administrative body to have
willfully violated, or willfully

_ alded, abetted, counseled,
Induced or procured the
vlolation of any provision of -

- the Securltles Regulation
Code, the Corporation Code -
of the Philippines, or any
other law administered by -
the SEC, of any rule,
regulation or order of the SEC
or the BSP. .

* Any person earller elected as
'Independent director who.
becomes an officer,
employee or consultant of
the Company. '

* Any person Judicially declared
to be Insolvent. '

gullty by a foreign court or -
equlivalent flnanclal
regulatory authority of acts,
violatlons or misconduct listed
In the foregoing paragraphs.
+ Any person convicted by
final and executory
Judgment of an offense
punishable by
impriscnment for a perlod
exceeding six (6) years, or
a vlolatlon of the Corporation
- Code, committed within flve
{5) years prior to the date of
his election or appointment.
No person shall qualify or be
eligible for nomination or
electlon to the Board of
Directors if he s engaged In
any business which
competes with oris
antagonistic to that of the
Company.

.

{il) Non-Executive Directors

. Samie asstated above

same as stated above

{iii} Independent Directors

" Same as stated above

Disqualification of Independent

Director:

# He becomes an offlcer or
employee of the corporation
where he is such member of
the Board of Directors or
becomes any of the person
enumerated under Sectlon 2

" of these By-Laws. :

« His beneficial security

ownershlp exceeds ten

_percent {10%) of the

14



(i) Executive Directors

No minatlon COmmittee shall
review’ and evaluate the ]
quallflcations ofdll persons |
nommated to the BoFrd of: [

Dlrectors 1t shall.pre screen the
quallflcatlons iof all nomlnees to
the Bda rd of DIrectors

1 T :

outstanding capltal stock of

the Corporation where he |s

such a director,

- » Falls, without any Justiflable
cause, to attend at least fifty
percent {S0%) of the total
number of Board meetings '
during his Incumbency unless
such absencesare due to
grave lllness or death of an
immedlate, family.

 Such other disqualifications
which the Corporation’s
Manual on Corporate
Governance provides,

Any of the followling shalt be a

ground for temporary

disqualifications of a director;

= Refusal to fully disclose the
extent of his business
Interest as well as refusal to
comply with all other
disclosure requirements
under the SRC and lts

‘Implementing Rules and’

Regulatlons, This )
disqualification shall be In
effect as long as his refusal
.persists.

» Absence or non-particlpation
in more than Fifty Percent
[50%) of all meatings, both

- regular and speclal, of the
Board ddr|ng his
incumbency, or any twelve
{12} month perlod during
sald incumbency unless
such absence was due to
illngss, death in the
immediate family or serious
accident. This
disqualification applies for
purposes of the succeeding
election,

¢ DIsmissal/ termination from
directorship In another listed
Company for cause, This

" disqualification shall be In
effect until he has cleared
himself of any involvement In
the alleged irregularlty.

+ Belng under preventive
suspension by the Company
for any reason. .

e Convictlon that has not yet
become final referred to in

the grounds for

15



disqualification of directors

{ii} Non-Executive Directors

| Saine.as stated dbove

S5ame as stated above

{Ii) Independent Directors

{1} Executlve Directors

\ ;_5!" 128 A R b

| _Sarie as5tated dbove_

office by a'vote of the' ;
stockholders Folding’ or .
‘representing at least two- thirds
(2/3) of the outstanJing capital
stock of the torporation, at &
regular or- meeting oe speclal
meeting célled for thLa purpose,
andn either case, after prevlous
ncit|ce 10 stocl\holders of such
proposal to remove such

I
. E
director.’ !

A dlrector may be removed from -

Same as stated above

He possesses any of the criterla
enumerated for permanent
disqualifications, as stated
above

" {ii) Non-Executive Directors

Same as stated above

i

He possesses any of the criterla
enumerated for permanent
disquallfications, as stated
above

~{iif) independent Directors

(1) Executlve Directors

Nomlnatlon Cummlttee shall
review and evaluste the |
quallfications of all personi
npminated to the Board of
Directdrs.

“The termination and cessation of

governed by the provisions of
SEC Memorandum Circular 3,
othérwise known,as the Code of
| Corporate Governance, the
Securities Regulation Code and
Its 1mplementmg Rules and

Ri latl :

an Indegenderit director shall be

He possesses any of the criterla
enumerated for permanent
disqualifications, as stated
above

(i) Npn-Executive Directors

(m} |ndep_ndent Dnrectors

sl SatiE

(3] Executlve Directors

(i) Non-Executive Directprs

{lii) Independent Directors

"Votlng Result of the last Annual General Meeting

‘ Hiae e i
Jerry Liu ' Majorlty

Nelia Liu L Majority

Jorge Aguilar © | Majorlty

Nlcanor Lizares -t Majority

Anthony Buyawe - Majorlty -+

Ernést Fritz Server | Majority

Martin Lorenzo Y ) Majerity - !

16



P . R
6) Orientation and Education Program . - . .. oo

]
E;; ;Jtlsi[ose dietahils of the company's q_rlent:kation_prog.ram for' Le'w directors, If any."
ate any in-house tralning and external courses attendad: irec
nal co) 5 a ‘by Directors and Senior Man ?
e three (3} years: L sgement” for the past
{c} Continulng education programs for directors: prbgrarn‘s and seminars and roundtables attended during the
ear. D SR DR
- Y R L i
L

B. CODE OF BUSINESS CONDUCT & ETHICS

1} Discuss briefly the company's policies on the following business tonduct or ethics affecting directors, senlor
management and employees: - . o <

The personal Interest
of directors and
officers should never -
prevall ever the '
Interests of the - ‘
company. Directors are |
required to be loyalto . |
—- the organization that - '
they may not directly
or indirectly derive'any
{a) Conflict of Interest | personal profitor
 advantage by reason of
their position in the ) -
‘ Company. They must - |
— promote the comman -
interestsofall ~ - .|
shareholdersandthe . |

- e cor.n'p'ar.w shall not tolerate any form/ act of senfor
i managgrhent and employees that will compromise the
iriterest af the employer for thelr personal galns

PLant i
(,. ! Company without .| .
- 7 regard to their own. L '
personal and selfish. . |
interest. R .
A director shall not. Standards of falr business, advertlsing and competition
use his position to make | ‘are to be upheld. Appropriate means to safeguard ‘
profit or to acquire -, | customer information must be available. The following
(b} Conduct of benefit or advantage ﬁqiﬁ : :rnus_t'bé_ observed:
- Business and Falr himself and/for his - | | .. s |- not make false statements against competitors,
Dealings related interests. He [ " | their products and/or services;
' ' shouldayoid | .. ~| . e« Exercise reasonable and prudent professional
situations thafc may | 1 judgment when dealling with clients.
compromise his..* " | . _,déa_l fairly with the Company's customers,

¥ senior Management refers to the CEQ and other, persohs haviiig aLuthQrity and re'sponsibﬂity for planning, directing
and controlling the actlvities of the company. - - : \

17



BS

2}

3)

4)

i . . .
mpartiality, service providers, suppliers, competitors and

emplotees

(c)‘ Recelpt of gifts from
third parties

The Directors, Semor Management and Employees are encouraged to avold the
receipt from and giving of gifts of unusually high value to persons or entities with
whom the compariy relates {customer, suppliers, service providers)

(d} Compliance with
Laws & Regulations

Directors, officers and employees shall uphold right conduct and follow restrictions
Imposed by applicable laws, rules and régulations. They shall not accept demands
brought on by prevalling business conditions or perceived pressures as excuses to
violate any law, rule or regujation.

{&) Respect for Trade
Secrets/Use of Non-
publi¢ Information

Directors, Management and Employees shall observe confldentlallty of
informations of the company, customers, business partles with whom the company
relates.

(fy Use of Company
Funds, Assets and
Information

Dlrectors, Of'flcers and Emplovees shall'use company property and resources
Including company time, supplies and software, efficlently, responsibly and only for
legltimate business purposes only. They shall safeguard company assets from loss,
damage, misuse or theft and shall respect intellectual property rights.

(g) Employment &
Labor Laws &
Policies

Directors, Offlcers ‘and Empleees shal! complv with applicable employment &
labor laws and pollcles

{h} Dlsclplinary action

Anv of'flcer or, employee whé'commlts a violation of the Code of Ethics shall be
subject to dlsclpllnary actlon {including suspension and termination), without
prejudice to any clvll or. critninal proceedings that the Company or regulators may
file for vlolatlon of existing law. There shall be no exception from or walvers of any
provislon of thls. Code of- Ethlcs except as expressly approved by the Board of
Directors. S Coal :

(i} Whistle Blower

The Company l5 committed to fosterlng a workplace conduclve to open
communication regardlng the Company s business practices and to protecting
employees from unlawful retallatipn and discrimination for thelr having properly
disclosed or reported lllegal or unethical'canduct. In an effort to further this
commitment, the Company Jias establlshed the following: (i) guldance for the -
receipt, retentlon; and treatment of verbal or written reports received by the
Company regarding accountlng, mtiernal controls, auditing matters, disclosure,
fraud and unethical busmess practices, whether submitted by Company employees
ar third partles {in) gmdance for prbvndlng Company employees a means to make
Reportsin a confldentlal and anoﬁymous manner; and (|1} the Company's Intention
to discipline, up to and including terminatlon of employment, any person
deterrnlned to have L_gaged in retaliatory behavlor

{j) Conflict Resolution

,'1,-

Has the code of ethics or conduct been dissemlhated tﬂcn»iall dire:citors, senlor management and employees?

Every director, monagement and employees; have bEEn glven ¢
‘policies are properly Jmplemented and understoad

pples to ensure that compaony’s code of conduct and

Discuss how the company implements and momtors compluance whth the code of ethics or conduct

[

All emplayees must complete Code of Cunduct awarerress tromrng in order to reinforce the company’s standards
and help employees understond the policies and regulat;ons Cirtek continues to offer compliance training for

emplaoyees across o vonety of toples.
The Company conducts periodic compll'ance quessrﬁents..

Related Party Transactions

{(a} Policies and Procedures

Describe the company’s policies and procedures.for the review, approval or ratiflcation, monitoring and
recording of related party transactions between and among the company and its parent, Joint ventures,

18



s:l:l\;idiariesd adssociates affiliates, substantial stocl(holders afficers and directors, including their spouses,
children and dependent 51b||ngs and arents and
. . e p n of. Interlocklng director relationships of members of the-

At . v
(1) Parent Company
(2] Joint Ventures ‘ B X Tk .
. {3) Subsidlaries | The Company shall avold related party transactlons. In
{4) Entitles Under Common Control instances- where related party transactions .cannot be
(5) Substantial Stockholders : avou_deq_ the Company. shall'. disclose all relevant
(6) Officers including i Information on -the same, including information on the
— spouse/children/siblings/parents | 2ffilated part!es and the affillation of directors and principal
_ {7) Directors including offlcers .
' spouse/chlldren/sibhngs/parents L
- {8} Interlocking director relationship. |
of Board of Directors : b

(b) Conflict of interest

tﬁ (i} Directors/Officers and 5% or more Shar};holqéE;' T
The Company Is not oware of any person h'o.'ding more than 5% of the common shares af the corporation
under @ voting trust or sifmilor agreement as there has.been na voting trust agreement which has been
filed with the corporation and the Securrtres ond Exchange Commisslon ‘

identify.any actual or probab'le confllct of lnterest to which dlrectorsfofﬂcersf5% or more shareholders

|
may be Involved. o l
‘ L g

- The Company is not awore of any actuar or probabie conﬂ.'ct ofmrerest to which dfrectors/oﬁ.«cers/E% or
. ;' !

more shareholders may be lnvo!ved S S ol

‘ Name of Dlrector/s bl b WA
- Name of Officer/s Lo CN/A
™ Name of Significant Shareholders -, . R N/A

! {it} . Mechanism

. C

Describe the mechanism laid downi to detect, detefmine ‘and resolve any possible conflict of Interest
between the company and/or Its gro_up‘ahd th‘el’r directors, officers and signlficant shareholders.

,"lréc{u"‘/ofﬂc /S!ghiﬂ T

Carrying out audits by reviewing and valldating business
-— Company processes and procedures, systems, financial and
operational controls, and business practices.
Group Same - '




5} Family, Commercial and Contractual Relations :

{a) Indicate, If applicable, any relation of a fam1ly,- commerc]a| contractual or business nature that exists
between the holders of significant equlty (5% or mare) to the extent that they are known to the company:

'

N/A ' - N U SR

N/A NA . - 7 T TN/ . |
N/A NfA-L - T T [ N/A

LN/A ' NfA N/A

[b) tndicate, if applicable, any relatlon of a commerclai ccmtractual or bUElnESS nature that exists between the
holders of significant equity {5% or rnore] and the company ; .

{c} Indicate any shareholder agreements that: mdy Irnpact o
the company: . : 0 I I

N/A ‘ T
N/A NfA- '.,53  ! N/A

6] Alternative Dispute Resolutlon i B
Describe the alternative dispute resolution system adopted by the company for the last three {3} years in amlcab|y
settling conflicts or differences between the’ carporatlon and its stockhoiders, and the corporation and third

~ parties, including regulatory authorities.

The company has not been subject to ony material dispute far the past three years.

Corporation & Stockholders
Corporation & Third Parties
Corporation & Regulatory Authorities

C. BOARD MEETINGS & ATTENDANCE

1} Are Board of Directors’ meetings scHeduled b'éfore or at the beginning of the year?

The Board of Director's meeting s schieduled at the beginhing of the year.

* family relationship up to the fourth civtl degree either by Cdri.’;ang"dlnity or affinity,
: e : 20




2} Artendance of Directors

L i % P | ;ﬁ : :
sy e, gy b l"i % R el AT S i { o .,a,_ 5 | s
Chairman Je‘rrv Llu : T 2-131-12 6 B 1
Member Nicanor Lizares .. S Lo 2-11-12 6 5 83
. Member Anthony Buyawe o Cof2-11012 6 6 1
Member lorge Aguilar T o ST EY R 6. 4 67
Member Nella Llu IR 2-11-12 6 3 5
independent | Martin Lorenzo. } R I E Y 6 4 .67
— Independent | Fritz Server . ' T 21112, 6 4 67
. 3) Do non-executlve directors have a separate’ meeting during the yeariwithout the presence of any executive? If
yes, how many times? No T S ‘
4) 15 the minimum guorum regulrement for Boa_ré!_dec’is‘i.oh.s-s_e_t"alt't_'wo-thlrds of board members? Please explain.
(" B A mojority of the number of directors as ffx'é'c.fl-fn" the Articles J:wf J'ncc:rrporatjan shall constitute a quorum for the
—Xi transaction of corporate business; Provided, 1thal‘ at l'ér_;'stpqé (i}.Tndgpendent Director Is present in such meeting.
("‘\ Every decisian of at leost a mafority of the direttors.present at g meeling ot which there Is o quorum shall be valid
e as 0 corporate act, except for the election aﬁ officers which sh‘aﬂredu}fr‘e the vate of o mojority of oll the members
R af the Baord. ‘ TR i. : : '
— . : . , . S AP L, |
5) Access to Information . : . i
: Lt : o i
_ {a) How many days in advance are board papersq‘ for board.of directors meetings provided to the board?
. T TP '
Natice of the meeting, ogendo ond reference materiols, preﬁentu@r‘bns and ather related reports are required
to be sent to the members of the Boord of Directors ot least one week prior to the date of the meeting

{b} Do board members have independent actess to Mariagement and the Corporate Secretary? Yes

‘ (c) State the policy of the role of the company se'crétary. poes such role include asslsting the Chalrman in
- preparing the board agenda, facilitating training of directors, keeping directors updated regarding any
relevant statutory and regulatory changes, etc?. ‘ o

(‘ ' The Secretary must be o resident ond citizen of the, Philippines. He is responsible ta record the minutes and
transactions of all meetings of the directors and stockholders ord safekeep and preserve the integrity of Board
. Minutes of Meetings. To keep the corporate seal ond affix it to alf papers ond documents requiring a seal, and
to attest by his signoture oll corporate dotuments requiring the some, )

(d) Is the company secretary-trained in legal, atco;int'anty or company secretarlal practices? Please explain

should the answer be in the negative. Yes

(e} Committee Procedures

Disclose whether there is a procedure that Directors can avail of to enable them to get information necessary
to be able to prepare in advance for the m_getings_df different committees:

e and adequate tho’r.rﬁétlzon-ébﬁgjt' the matters to be taken in the hoard meeting.

* Board papers consist of complet:
ght before the Board, disclosures, budgets,

= Information Includes the background or explanation Unfm'atte_rs?! brou
BT . . |

farecasts and Internal financial documents. . - S _
. I : S|



6}

7)

1)

Executive

Audit R _g
Nomilnation b
Remuneration

Others (specify)

Al requests are coursed through the CFO
: 21

External Advice P

detalls:

Indicate whether or not a procedure exlsts whereby dire

i
o

The Board may, through Audit Commlttee shall

external audltor who shall - undertake . an
Independent dudit and shall provide an-objectlye

statements have been prepared and presented

Tors can recelve external advice and, If so, provide

assurance on the way In which the flnancial-

g

aud!tor Is approved durlng the Annual

recommend to the stockholders a duly accredited _ Stockholders Meeting. -

.
i

'I
|
i

:
ot
b

Other external professional services su;h as tax &
legal, shall from time to time be commissioned by,

management.

the company with the approval of the senim

| -Engagement proposals are submitted by at least
‘2 professlonal services firms. The CEO and CFO
‘select the advisor based on comprehenslveness

of proposal, methodology, quallfication of

| professionals, and price

Change/sIn exletlhg policles

indicate, If applicable, any change/s introduced b\r:thé Board of Directors {during its most recent term) on
existing policies that may have an effect on the businéss of the cornpany and the reason/s for the change:

.No changes in existing policies:

REMUNERATION MATTERS

Remuneration Process

management officers:

(1] Fixed remuneratlon

Board Approval

_’»:_..::-_",r;_:* ﬂ 1@\] .

. CEQ Approval

{2) Variable remuneration

T _ CEO Approval _

.(3) Per diern allowance

- Board Approval ‘

A

CEQ Approval

{4} Bonus

Boa rd-Approva! .

Board Approval

(5} stock Options and
other financial

Board Approval

Board Appraval

Disclose the process used for determining the remunenatlon of the CEO and the four (4} most hlghly compensated

22



Instruments R ; [_ -

= (6) Others {specify)

2) Remuneratlon Pollcy and Structure for Executwe and Non Exeeutlve Dlrectors

L]
Disclose the company 5‘pO|ICy on remungrat_[OUJ_ahel the st‘ruct!Jré -o'f‘lis compensation package. Explain how the
campensation of Executive and Non-Executive Dlre_ctors ls caltuIated.i | '
— Ly
By resolution of the Board, each director shaH receivé a.reasonable per diem offowance for his attendance ot each
meeting of the Board. As compensotian, the ‘Board shall recelve dnd allacate an smaunt af not more than ten
percent (10%) of the net income before mcome tax af the corporanon durlrlg the preceding yeor. ‘
—— h
}
4 S E
Executive Directors r— -
B _ bee statement above
P Non-Executive Directors g - ,
1‘ ‘ \ NN R |
(\ Do stockholders have the opportunity to apprdve the decision Gn total remuneration (fees, allowances, benefits-
—— ' in-kind and other emoluments) of board of d|rectors? Provlde detalls fbr the Iast three {3) years.
Y
— -
As of December 31, 2012, the Board, apart from rmmmum per diem, has nat received any aHowance beneﬂts -in-
" kind or ather emoluments. .
See staternent above
— 0
1
(—\. 3) Aggregate Remuneration B
- °-—¢} Complete the following table on the aggrega télrémunera_tion-accrued'during the maost recent year:
) o C
(a) Fixed Remuneration PhPI2,000,000: [ - 1t - -
- (bl Variable Remuneration | PRP2,000,0007 [ ¢ - . oY -
{c) Per diem Allowance PhPA8,000 - [ ¢  PhP16,000 'PhP32,000
(d) Bonuses, - - -
{e) Stock Optlons and/or ‘ '
_ other financial ' - - -
Instruments : ;
‘ (f) Others (Speclfy) - ':. A R - B
f — - - PR T N — T =
— £ ! e .
; =0 PhP62,000 . | + PhP16,000 PhP32,000

23



—

i o8
1) Advances N/A N/A
2) Credit granted PhP915,000 N/A
3) Pension Plan/s ' N/A
Contributlons o
{d} Pension-Plans, N/A
Obligations Incurred i ‘
{e} Life Insurance Premium - N/A N/A
(fl Hosplitalization Plan PhP200,000 | N/A N/A
{g} Carplan ' - N/A N/A
(h) Others (Specify) . N/A N/A
e e T e TR ] ] -
STEREE T L NyA A
4:}1«&5 | PhP1,115,000 A N/
SR ] - -

(a) Board of Directors

. 4) Stock Rights, Options and Warrants

T

ol

N/A - N/A N/A | N/ N/A
N/A N/A Y N/A. N/A N/A
N/A NTA WA : N/ N/A
N/A N/A N/A, ETIN/A N/A

(b} Amendments of incentive Programs

used In the creation of the program. Discl

Stackholders' Meeting:

1

'
v
i 8

Indicate any amendments and discontinuation of any incentive programs Introduced, including the criteria
6se‘_whethera' hese are subject to approval during the Annual

N/A

WAL

Complete the following table, on'the.me:rnber‘s' of the company’s Board of Directors who own or are entltled
to stock rights, optlons or warrants over the company’s shares:

24



5) Remuneration of Management

Identify the five (5) members of management. who are not at the same time executlye directors and indicate the
total remuneration recelved during the financla! year i
‘om
— Senior Management as a group (VP for Engineer,
Senior Director for Sales & Marketing, QC/GA
Director, Human Resource Manager, Facllities & Php 5,862,056
Material Management Director} )
S
- . E. BOARD COMMITTEES ST ey

1) Number of Membaers, Functions and Resbc’m"siﬁillt]'es . ] ' [

Provide detalls on the number of members of each committee Its functlons, key responmbilltles and the

(\ power/authorlty delegated to It by the Board 1_
(k-r_ B
- ‘ -"..smn;ﬁ‘:a:fff,_ 3
NS Its key
! Commlttee l I responsibilities
2 R focuses’on
- Al areas
o | To assist the .
o I Board In pertalning to:
T Fulfilling € {1) Financlal
Suiliing s Statements -
— i oversight
i . . generally
. ' responsibllities ,
‘/‘ | on. Reviews
- 1 o significant
N -] (1) financial
— I IR ot accounting and
7 he | e o
ru\ I F Il(az)C)lsystémof reporting issues
i . L nd
— \ o ) .| internal y .
Audit 2 1 S | control understands its
- C o ! impact.
Sr::g:t (2} Internal
. . . oo / -
- : - . | (4] Company’s f:r?stl.r;ers
.proc?tss for . effectiveness of
:;?:' ]?;:;ge' the company's -
—_ . : : 'thp interpal control
' ' wi
' : system,
lapp"zf“z‘e Including LT.
aws .
! - security and
—_ re_gullatlons. control:
‘ . {3) Internal
. Audit - review
— The
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effectiveness of
the internal
audlt function;
and

{4) External
Audit — revlew

and confirm
Independence
, of the external
. RN . auditors.
|-Nemination. -] Reviews and = | Pre-screens The Committee
Lommittee . ":eva1uates the qualiftcations of | shall have the
oL .quallficat!ohs allneminees to | exclusive power
of all persons the Board of to enforce and
nominated to | Directors; administer the
‘ the Board as supervise and Nomination and
' ‘wellas those” | coordinaté the | Election Rules of
| nominated to | conduct of the Company.
s .| other position | electlons or
1k .-\l requiring replacemant of
il "*{ appdintment - | the Board of
Nomination b ‘..:IE : _b!;':he Board Dlrectors;
u - i ‘and provide )
. ' assgissment on l
. | the Board's -
; r ~!| effectiveness
Gk |- In difecting
. "[| the process of
L. || renewlng and
| || replacing
s | Board
s .- M. mambers.
|'| Compensation .| | Establish a Make
- | Committee. ~ | formal and Recommendatio
N i transparent ns to the Board
i y procedure for | on matters
f o developing a pertalning to’
: policy on remuneration
b remuneration | and
‘ -Prowc.les of directors and | compensation
-‘ove.rs'lght o‘ver officers to packages of
remuneration | ensure that corporate
Remuneration of senlor thelr officers
management : ;
compensation and directors,
and other key is consistent after conducting
ppfrsonn?]' with the review and
corporation’s evaluation,
culture,
strategy and
the business
environment In
which it
operates.
26



2}

(a} Audit Committee o s 1 --- o

Committee Members . o

Chairman Ernest fritz Server . : 6 4
Member (ED) Anthony Buyawe‘ . o -'5f2_$.l-12 6 6 1 1
Member (ED) Jerry Liu oo sasa 6 6 | 1

Disclose the profile or quallfications of the Audlt Commltteels me mbers

Ernest Fritz Server — Mr. Server serves as thé President of Multlmedla Telephony Inc., Vice Chairman of RFM
Corporation and a director of Phlllpplne Towﬂship, Inc. Prevlously, Mr. Server served as Vice Chalrman of the
Commerclal Bank of Manlla, Consumer Bank and Cosmos Bottling Company and President of Phillppine Home
Cable Holdings, Inc. and Philam Fund. Mr. Servér graduated from Ateneo de Manlla In 1963 with degfee In
Bachelor of Arts degree In Economics and holds MBA .' ajor In Banking and Flnance from University of

Pennsylvania, Wharton Graduate Schoo!
|

:E
i
Hal

Anthony Buyawe — He Is concurrently the CFO of CEC, CE} and the Flgaro Coffee Company. Prior Jolning the
Company, Mr. Buyawe was CFO of ITP Technolagles (2003'50&5]‘and SMEDC {2008-2009) and Senlor Director
of Ernst & Young (2005-2008}. Mr. Buyawe obtalned his BA degrfe from University of the Phillppines and his
MBA from the Asian Institute of Management ‘ ; .

\‘
Jerry Lly — He is concurrently the Pres1dent/CEO of CEC Dlrector of Cirtek Land and Cayon Holdings, Inc. and
Chairman of Silicon Link, inc. Mr. Llu‘holds a Bachelor “of Sc!ence degree in Physlcs from Chung Yuan
Unlverslty of Talwan and an MBA from the Unlverslty of thé East. \ .

Describe the Audlt Committee's responsibillty re|ative.to the exte_rnal auditor,
‘ i

The Audit Committee shall have the fotlowing respér]sibifities:‘

1. Assist the Board in the performance of its oversight responsibility for the financial reporting process,
system of internal control, audit process, and monitoring of comp.'rance with applicable laws, rules ond
regulations; . :

2. Provide oversight over Management’s actiwnes In managmg credit, market, liquidity, operational, legal
ond other risks of the Company, including ‘but not limited to regular receipt from Management of
infarmation on risk exposures and risk manogement activities,

3. Perform oversight functions over the’ Compony s mteman‘ and externol auditors. It should ensure that the
internal and externol auditors oct mdependent from each other, and that bath ouditors ore given
unrestricted occess to all records, propernes ‘arid personnel to enoble them to perform their respective
oudit functions;

4 Review the onnual internol audit-plan td ensure its confarmity with the objectives af the Company. The
plan shall include the auditscope, resources a_nd budget ne'cessary to !mpiement it;

5, Prior ta the commencement of the audrt drsmss w;th the external auditor the nature, scope and expenses
of the audit, ond ensure proper coordination if more than one audit firm is invalved in the activity to

secure proper caverage end minimize dupncarron ‘of efforts

6. Orgomze on internal gudit deparrment and cansrder the appomtment of an independent internal auditor
and the terrns and con d: tions of its engagernent and remova!-



7. Monitor ond evoluate the adequacy ond effettrveness ofthe Compony s internol control system, including

finoncial reporting control ond informotron technology secunty,
. 8. Revlew the reports submltted by the ?ntema! and exter aI audltors
[ ’ g ! BE
3. Review the quarterly, semestrol ond annuon’ fnqncrahstatements befare the!r submission to the 8oard,
with particulor focus on the 'following mm;ters ol |

.- -i.  Any chonge in occounting pon'tcres and pracnces i
" i, Major judgment areas; : : e

fi.  Significant adjustments resultmg fram the crudrt "

Iv. Going concern assumptions; . .

- : v. Complionce with accounting standards and

vl. Compliance with tax, legal and {’egufutory requrre_. ents
.1 1

10. Coordinate, monitar and facilitate comphance w;th Iaws, rules and regun'atfans

— R . "l'

11, Evaiuate and determine the nan- audat wark !f any, af the extemal auditor, and review periodically the
X _nan-gudit fees poid to the external. auditar in relatron ta their significance to the totol annual Incame af
i © thé external auditor and to the Campany s overoll consuftancy expenses. The committee shall disallow
oity non-audit work that will conflict with his dutles as an external auditor or may pose a threat ta his
independence. The nan-gudit wark, Ifaﬁowed shou!d be dwscfosed in the Campany s onnual repart,

12, Establish and fdent:fy the reportlng line of the internol audlmr to enable h:m ta praper.fy fulfill his duties
and respansibilities. He shall funct:onaﬂy report d{rectly to- the Audit Committee. .

13. The Audit Committee shall ensure thot, -in the perfarmunce of the work of the internal auditor, he sholi be
— free from interference by outside parties, ond ! .

i

14. To comply with all the duties und reSponsrbrhtles prescn‘bed by the SEC under applicable laws, rules and
- regulatians. . . .

{b} Nomination Committee

obE

i

'} Chairman Martin Lorenzo ' 6 4. 67 1
s Member (ED] | lerry Liu 3 3 1 1
C " Member {ED) Nicanor Lizares 6 5 83 1
{c) Remuneration Cummitfee
7] )

. il el
. Chalrman Martin Lorenzo 4 1
Member (ED} [ Jerry Liu o _ & 6 1

Member [ED} | Anthony Buyawe | - . [, 5-25-12° 6 &

Co N



“

Y

-

3)

4}

5

Changes in Committee Members R

Indicate any changes In committee membership that occurréd during the year and the reason for the changes:

Executive

e

Audit

Nomination

Remuneration

| i 7 NOCHANGES

Others {specify)

Work Done and Issues Addressed b _' R o

Describe the work done by each commlttee and the signlflcant Issues addressed durlng the year,

Executive

Audit

Assisted the Board In fulfilling its ‘
oversight responsibilities for
financial reporting process, svstern ‘

of internal contral, audit: process and‘

the company’s process for -
monitoring compliance with Iaws
and regulations and the. code of "
conduct. : :

No materlal issues addressed

Nomination

Reviewed and evaiyated.the . ’
qualtficattons of all persong . - )
nominated to the Board-as weil as
those nominated to other positions
requiring the appomtment by the
Board. .

No-material issues addressed

Remuneration

Provided a formal’ and transparent |
procedure for developmg a policy on!
executive. remuneratlon and fop

flxing the remuneration of corporate

Mo material Issues addressed

Qthers {specify)

officers and dlrectors o

Commlitee Program

Provide a list of programs that each comrmttee plans to Undertake to address relevant fssues In the improvement

or enforcement of effective governance for the commg vear. r: o

'-‘,;\y;iﬁafétfﬁ'jﬁ”ﬁlﬁe i _

Executive N/A L NSA
Audit N/A ) LN/
Nomination N/A N/A
Remuneration N/A 1 | N/A
‘| Others (specify) N/A N/A
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1)

2)

RISK MANAGEMENT SYSTEM

Disclose the following:

(a) Overall fisk management philosophy of the company . .

{b} A statement that the directors’ have revlewed the ef'fectlveness of the risk

commenting on the adequacy therecf;

(c) Period covered by the review:

management system and.

{d) How often the risk management system is- rewewed and the dlrectors criteria for assessing its effectlveness

and

I

(e} Where_no review was conducted during the year, an'exp|anati0n‘_why not.

Risk management refers to comprehensive corporate actions or procedures taken to effecnve!y rnonage rlsk and
allow the company to achieve its goals afsustamab.'e growth and valle crecrtran :

Risk Policy

a) Company

Give 2 general description of the company's risk lnanage'ment policy, setting out and assessing the risk/s
covered by the system (ranked according to prlonty) along with the ob]ectlve behind the policy for each kind

of risk:

Finariclal / Commerclal
Risk (forelgn exchange,
Interest rate, credit)

Farelgn ex\:hange Tisk Is managed
by forward contracts negotlated
with banks., The' posltlons subject
to exchange risk peso expenses of
the company, mamly direct labor
and utility charges o
o
Forward ccntracts o are "”lnot
designated = = a3 hedging
instruments as defmed By 1A5 39
although they are in place for the
purpose of managmg nsks ”
A |
Company pohcy [ to malntaln a
correct " balance- between - fixed-

rate debt and flc_)atlng—r_ate dabt. _

The Company has established a'.

credit risk management system
to ensure prompt ‘and - effjclent
collectlon OFtrade and recei able
accounts. . - -- I

‘the income statement,

Ensure prompt and efflclent

Change In exchange rates will not
generate any signiflcant effect on

Achieve low blended interest rate.

collectlon of trade and recelvable
.accounts.

Strateglc Risk
(technology  Inflection,
change in  customer
demand, competltion,

industry volatility)

The Company' ‘ monito'rs
technology trends and emergmg
apphcatlons “The Lompany’ also

carries out” contlnnpus R_&D on;
“and packaging’

new materials
applications, . The Company
collaborates with  key customers
on ' new
semiconductor devices'

generation ofl

Ensure that the Company's
products ‘and services are allgned

with  market and customer
requirements, and provide a
distinct value proposition to
customers

Risk
productivity,

Operational
(quality,

value chaln)

The Company carries out quality
assurance audits In.-all major
stages of . the

manufacturing

Achleve high quality standards
and efficiency at the production

line. Ensure therelsno
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process. ' The Company mDnltors ‘production downtime due to :
compliance "with various control materlal stock-out. Ensure

plans - “and. . - documented .financial viablity acrass the
procedures.” * The ' Company | revenue centers.

malntains at least three suppliers
for ks major  raw " materlal’

requiremerits:  ‘The = Company-
monitars  financial - performance
o _ , on a weekly basls, e
Compliance Risk {legal, | The Company ™ ; ~Mmonltors, strict
regulatory, code of comphance with empmyment and ::ijp“ance with employment and
conduct}) labor Iaws,_ Statutory. reportlng labor laws, statutory reporting
—_ and filings, and adherence to code and _fillngs, and adherence to code
of conduet. of conduct,
- (b) Group o SR PR
R , e N E |

Give a general description of the Group's risk management pollcy, settlng out and assesslng the risk/s covered
by the system (ranked accordlng to prlority] along wlth the objectlve behind the policy for each kind of risk:

. A

RSB N

Same as ‘above -

b

{c) Minorlty Shareholders Tl

‘ E

indicate the principal risk of the exeﬂ_:ise‘of'cbnfrb'lii‘ng _shej_r{zéﬁoide;rs’ vbting eower.

— ' 3) Contro! System Set Up

{,:\ {a) Company ‘
_ - Briefly describe the control systems set up to at,sess, manage and control the mald issue/s faced by the
company: ‘ .

(Y

Please see discussion
on risk management

£



[b} Group

Briefly describe the control systems set up to assess, manage and control the maln Issue/s faced by the

company:
g
- _ Please seé discussion. .
. on risk manzgement’
Lol B
lc} Committee : R

-ldentlfy the committee or any other body of corporate govérnance In charge of Iaylng down and supervising
these control mechanisms, and glve detalls of its functlons ’ e

I Please see dlscusslon
‘on rtsk managemsl.-ht

_ G. INTERNALAUDITAND CONTROL * o = - = ‘ '

_ 1} Internal Control System | 0

Disclose the followmg information pertalnmg to, the Internal co»Ltrol system of the company:

— (a) Explain how the Internal control systern ks deﬂned for the' cbmpapy. ,
{b) A staterment that the directors have re 1ewed the effectl\.'eness of the Internal control system and whether

they consider them effective and adequate UL S i

i
— {¢) Period covered by the review; \ -
{d) How often internal controls are rewewed and th(= dlrectors cntena for aSSESSIng the effectiveness of the

r‘" internal control system; and i - : :
" e} Whereno revlew was conducted dur:ng the year an explanatlon 'why not.

‘i‘[“ 4
’ﬂ\‘ internal control system is defined as.a procefs effected by the Company’s board of directors, management and
‘Ih‘ other personnel, designed to provide reasanable as,urance regurdmg the ochlevement of objectives In the

o foh‘owmg categories:

1 Eﬂ‘ertrveness and efficiency of operations.
2. Religbifity of financial reporting.
— 3. Compliance with applicable laws and regufatrons

The first categary pertain to the Company’s fundomenml ob}ertrves mdudmg performance and praﬁtubfuty gaals
and sofeguarding of assets. The second relates to the preporation of camprehensive, accurate financial
T statements, including selected financial dota derived fram such statements, such .as earnings releases, reported

publicly. The third deals with complylng with jows and :egufonons

2) Internal Audit

(a) Role, S¢cope and Internal Audit FUnction

Give a general description of the role, scope- of internal aud1t work and other details of the Internal audit

function, - TR
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(b)

fc)

(e]

Process Audlt

Pel‘formed ih- .

Varlous

artles

Flndlgs are -

houae, by I 2 | involved ralsed to QA
customer ehd- Departmant:.
‘custommer anld ' forwarded to
étcredltlng agency : divislon Involved;
i ; . findings and
1516949 Quality R i ’ ; propose
Systems Standards | Systems Audlt | i \ e solutlons
; ; % ; presented to
: o senlor
" - i management for
o S recommendation
. ‘, I g I and approval
‘Product Audit oo ‘
P _Perforrned Lo In- | NfA Findings
15014001 Process Audit 4 | NoUse” -and- by forwarded 1o
[ "o governm_e_t 7 "J Quallty Systerns
) “agencles |- Department
Compliance - |with |-Performedin-, | Findings
Company policles | house and by !i forwarded to |
and procedures  prafessidnal | !1 CFO and CEQ;
and whether $uch | services firm |i- presented to the
lr\r:ernal audit compliance _prpvldg' C ;: Board
| reasonable i
{accounting) o T v
assurance " oof |
financial “data |- P
Integrity, . and ;
compliance  with

PFRSand PAS |~

Do the appointment and/or removal of tha |n't‘e<rna'| Auditor or the éccounting fauditing firm or corporation to
which the Internal audit function is outsourced reguire the approval of the audit committee? Yes

Discuss the internal auditor’s reporting re‘lationshi‘p witir the audit committee. Does the Internal auditor have
direct and unfettered access to the board of dlrectors and the audlt committee and to all records, properties

and personnel? Yes

Resignation, Re-assignment and Reasons

Disclose any resignation/s or re-assignment of the internal audit staff (including those employed by the third-

party auditing firm) and the reason/s for them. No resignation or re-assignments

N/A N/A
N/A N/A. ‘
N/A /A §

Progress against Plans, Issues, Findings and Examinét'ion Trends '

State the internal audit’s progress agalnst plans, 5|gn|f|tant issues, signlficant findings and examination

trends.
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_.schedule

Internal audlts are performed according 10

]

- No Issuas

No findings’

No .tré_nds. ‘

[The relationship among progress, p|ans issues: and flndir{gs should be viewed as an Internal control review

cycle which involves the following step- bv-step actiVllles : - |

1} Preparation of an audlt plan mcluswe of a tlmellne and mtlestones

7) Conductof examination based on theplad; . | o
3) Evaluation of the progress In the lrnplementatlnn pfthe plan;

4) Documentation of Issues and findlngs ds a resiilt qﬁf the examinatlon;

5) Determination of the pervasive issues and flndlngs ("examlnatlon trends”} based on single year

result and/or year-to-year resu|ts
€6) Conduct of the foregolng proceldures ona legular asls ]
I .
! R -l 3

(f) Audit Control Policles and Procedures
: I i

[
Disclose all internal audit controls, pohcles and procedures that have been established by the company and
the result of an assessment as to whether: the establlshed controls, polictes and procedures have been

implemented under the column "|mp1ementation S

and the procedures and equlp_ment.__‘used. to.[’
perform accounting functions. Manual systems:
consist of journals and ledgers . on paper, , i
Corﬁputerized accounting systems ' consist of Al
accounting software, computer files, and related |~ -~

peripheral equipment such as . computer
hardware, printers, modems, etc, ' ’

Company accounting system is a set of records - ,‘
T
|

Regardless of the system, the fuﬁcfion of |"
accountants Include: :

(1} recording, classifying, and Summarlllng:
measuring economic events;’ :

{2} recording, classifying, and summarizing | Fully implemented |
measurements; ) ) '
(3) reporting economic events. and: i

Interpreting financfal statements.” ..~ - [ .

Both internal and external users tell‘accountants
of their information. needs. The accounting |
system enables a company's accounting staff:to’]
“supply relevant accounting information to-m'egt-.'
those needs. As internal and external users m_ék_é
decisions that become economic “events, ‘the
cycle of information, decislons, and econpmnc_
events begin again. N J: : |

L

® "|ssues” are compliance matters that arise from adopting different in‘ter;f)retatlons.

? "Findings” are those with concrete basis under the company's policles and rules.

e
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Policy on cash recelpts

‘Fully implémented

Palicy on cash dishursements

Fully implemented

Palicy on cash advances

| Fullyimplemented

Fullyiimplemented

Policy on fixed assets

Palicy on supplies and materials Eurchaslng T

_Fullylimplemented

Policy an accounts réceivable

Fullylimplemented

Policy on accounts payable

Fullylimplemented

Policy on payroll

\
1 Fully imiplemented

Recordi_ng of transactions

! "'_ .| Fullyimplemented

Journal voucher preparatlon VLt

Fully implemented

Financial Reporting

Fully implemented

Reconciliation of bank accounts

Fully implemented

{g) Mechanisms and Safeguards

State the rnechanism established by the company ta safeguard ‘the In dependence of the auditors, financlal

K
3
1
\
|

analysts, investment banks and rating agencies (example restrictions on trading in the company’s shares and
imposition of Internal approval procedures for these transactlons, limitation on the non-audit services that an

external auditor may provide to the company)

Observe Inde

pendence of partles and.ca‘rr'y oyt transaction at arms-length basls

i

L

(h) State the officers {preferably the Chaifman and thé.CEO) who will have to attest to the company's full
compliance with the SEC Code of Corporate Governapce. Such confirmatlon must state that all directors, officers
and employees of the campany have been glven propeér Instruction an their respective duties as mandated by
the Code and that internal mechanlsrns are In place to ensure that compllance

H. ROLE OF STAKEHOLDERS

1) Disclose the campany's policy

e )
i Cod
' .

and activities relative to the following: -

P0|Icy

Ac‘dvlties

Lt

Customers' welfare

Prowde hlghest standérd of quahty
to all customers- |

Da1ly quallty and process revlews

daily reports to customers

suppller/contraclor selectlon
practice

The Company obse_rvgs a supplier

qualification screening” process In
order ta: (1) reduce the llkellhood of
supplier ngh-performance, .

delivery of man-conforming {faulty)
goods, and {2) ensure that the
supplier will be a responsible and- -
responsive partnerinthe - '’ '

with the buyer o

P

such as late dellvery, non- dellvery, or

day-to-day business relatlonshlp S

Reference check, financlal status
check, quality check, ability to
meet specifications

Enviranmentally fnendly value-
chain

Control operatmns In order ta
minimize environmental polldtlon to
ensure thz; safety and health Pf )
every emplovee

Control of hazardous waste
disposal; water conservation,
electricity conservatlon, efficlent
raw materials utillzation, 3 Rs
{reduce, re-use, recycle], proper
waste segregation, proper
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““““

| i | training ofpeqple, environmental
Lo updates to all employees

Community Interaction

-Anti-corruption programmes and awareness, detect potential - J‘ '
procedures? misconduct and monitor compllance

Promote good relat’ons wlth o
communltles through par‘tlclpatIOn‘
In community upliftment programs:
and humanltarian actlvitles.

"Partictpation In community
upliftment programs and
i humanitarian activitles

We conduct perlodm antl-pribery- I
audits ofour buslness to ralse overal|
Perlodic audlts, monltoring
with anti-corruption lawsand -
Company polley .

competitiveness, process efficler]cy' Timely settlement of payables,
Safeguarding creditors’ rights and perfor_man_ce relrab!_ll‘tyl‘ S update on the Company's
. P e operating and flnanclal .
Maintaln falrness, truthfulness, . | performance {with the banks)

2)

3)

4)

Foster long-term relatianship with !
suppliers to achieve quality,’ sl

Integrity and transparency in
bus1ne55 deahngs wlth credltors

Does the company have a separate corporate respOnsleIty (CR] report/sectton or sustainabllity report/section?
Yes o ‘ )

Performance-enhancing mechanlsms for employee particlpation.
L N B

{a) What are the company’s policy for its emp|0vee5 s1fety helalth and welfare?

The Compuny maintains and updates comprehens!ve Occuﬁat:onal Safe ty and Health Procedures

{b) Show data relating to health, safety and‘welfare'of lts gmpléyeesl
. L :‘ . ] I' , .

in 2012 the Campany had ene minar work—re!atgrl héi:fc_leh(. e

{c] State the company's training and develbpmé'ht__prdgr'arhrnels for its employees, Show the data.

The Company conducts regular training for aH producnon and support departments The Company alsa sends key

personnel to external training programs on a regu.'ar basis. ‘ .
.' "”I
{d) State the company’s reward/compensatlon polley that accounts for the performance of the company beyond
short-term financial measures ‘. ;
What are the company's procedures for handllng comp|a|nts by employees concerning illegal {Includlng
corruption} and unethical behaviour? Explain how empluYees are protected from retaliation.

Company emp!oyee can file their report thrp_u'gh'_(a) the'COrh'any's Compliance and Fraud Hotline, {b) the Human

‘Resource Director {c) the CFO, or (d} Chairman of tha A(ldif:-'tbmmlttee of the Board of Directors. Any report
:Jopriate party, which would be elther the Human

received through the Hotline will be forwfar,_ded to the app
Resource Director, the CFO or the Chalrman of thé Audlt Committee. Any report received by a Company officer,

director, or employee from a non-Company sé;q'ri:e should be lrr‘imeﬂiately forwarded to The Hotline,
Retaliation against any employee that files a report or tomblai_nt under this policy Is strictly prohibited. Employees
determined to have engaged in retallatory behavlor or who fail to malntain an employee's anonymity If requested
may be subject to discipline, which could ini:lude terminatiori pf employment. Any employee who feels that he or
she has been subjected to any behavior that vnoiates this pollcy shoudld immediately report such behavlor to his or
her supervisor, Human Resources Director, the CFO “or the Director Chairman of the Audit Committee. Please
note however, that employees who knowmgly file mlsleadlng of falsg reports, Or without a reasonable belief as to
h : L 36
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‘ |
truth or accuracy, will not be protected by this palicy an hio: o
employment. P Y n IPO‘IC_V énd may"be sub.Ject to discipline, including termination of

I.  DISCLOSURE AND TRANSPARENCY

1} Ownership Structure

{a) Holding 5% shareholding or 'r'no're‘ A
The corporation is not aware of:ony person ‘holding mare thon 5% of the commen shares of the
corparation under o voting trust or sinfilor agreement as there has been no voting trust ogreement
which has been filed with the corporatfon und the. Securltles ond Exchange Commission .

T
N/A
N/A

N/A ‘ N/A R o N/A

N/A N/A AR N/A : ' N/A

N/A . NfA T ATNA N/A

N/A - N e TN N/A
TOTAL = -

»

-
|
2) Doesthe Annual Report disciose the followlng’:ﬁ L

Xey risks . ' : YES

Corporate objectives ! v YES
Financlal performance indlcators ’ L T B YES

. . . ;

Non-flnancial performance indicators oo ‘ o AT B . YES
Dividend policy T YES
Detalls of whistle-biowing policy R MO
Biographical details (at least age, qUallflcatluns, hate of ilrst appblntme t, rele\iant experience, and any other VES
directorships of listed companies) of dlreclorsfcommlssloners SRR

Tralning snd/or contlnuing education programerie attended by each djré:tqr/cdmmlssloner YES
Mumber of board of directars/commissloners meetings held during the year | YES
Alendance details of each directnr,’:érﬁmlss]ﬁner'in-_resp‘é‘:t of rﬁéétlngs held ‘ YES
Details of remuneration of the CEQ and each member of the buqrd of directors/commissioners YES

Should the Annual Report not disclose any of the abOve_, please indicate the reason for the non-
disclosure. Not part of infarmation required in SEC Form 17-A

3) External Auditor’s fee
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4} Medium of Communication
o List down the mode/s of communication thatthe company is using for disseminating information.

Shareholders are provided through public records, cammi.vm’caﬁonfnedia, and the Company’s website, the
discfosures, announcements and reparts fited with the SEC, PSEand gthér reguloting agencies.

5) Date of release of audited financlal report: April 2,:2013 . . | ! .
- 6} Company Website _ AL ]‘
. n L ,
Does the company have a website disclosing Up-to-date Information about the following?

Business operalions C ‘!' b : . Yay
Financlal statements/reports {current and prioryearsy,’ - . .~ v L Yes

s . : l I
Materials provided In briefings to analysts end ﬁ'i'el‘dl.q‘ o e .'_- I Yas

: e i

. T ; i
_ (\ Shareholding structure - K T . Il Yes

L o ) A B . is
;___. . ! Group corporate structure : : i Yes
Downloadable annual report h o : T ' Yes

i L i

: T |
Notice of AGM and/or EGM H Yes

- R L
Company's constitutlon (company's by-laws, memorandyrm ahd articles 'pf assoclatlon) - Yex

' X L R 5 P
T
Carporate website [s being upgraded to further enhance contents.

* |

7) Disclosure of RPT

E}]



_ When RPTs are involved, what processes are in place to address them in the manner that W||| safeguard th
interest of the company and In particular of its mmorlty 5hareholders and other stakeholders? : :

Thé Campany has no knowledge af any relate_d-party tronsachqns. in 2012.

it
§ ). RIGHTS OF STOCKHOLDERS L
— 1} Right to participate effectively In and vote in Annll‘Jai/?;_pecfial Stc')ci‘liholders“‘Meetings
(a) Quorum ‘ L '-. .I ' ! ‘ I .
X |
- Give details on the quorum reguired to convene the Annual/SpeciaI Stockholders’ Meeting as set forth in its
By-laws. . . ol . . T
I DRt L |
‘ L e Mé]o'rlty'ofthe number of directors
-— Quorum Required | ‘as-fixed'In the Artlcles of
; B Incorporat!on Jo: : '
(b} System Used to Approve Corporaté Acts'l I "_'f" R " . jl J

1

Explain the system used to approve corporate acts. . {‘ I l

| Viva voce voﬁlng o el ' . ' i _
During Stock| olders meetlngs 'tstockholder may vote in person or by
proxy. During Board, Meetmgs, embers of the'Board may approve
corporate acis through vlva voce voting.
|
: {c} Stockholders’ Rights . R f S N ]‘L-
List any Stockholders’ Rights concerning Annua\/Spec|a| 5t0ckHo1ders Meeting that dlffer from those Iald
r

rSystem Used

1

down in the Corporatlon Code.

— | o I
] Stockholders’ Rights under- -~ = - it - i Stockholders’ Rights pgt In |
_ ; The Corporation Code L | The Corporation Code
— | _ ' NA - R NA
(ﬁ\\ ' NA S ‘ o ‘ NA
e - NA N ) NA
“, = ——
,:_-'r .
7“;\ Dividends
l“\___ T TR AT mar-.:f;‘-_..«.v-= T T T Tl T R TR R R
— P Declaratlon Date i Recard Date g% Payment Date
AR SLab RS = 1n o e  Jgacngen A4 aze Al e g a8 -.,....‘._v\mwru : 5 & O R S
13 March 2012 25 March 2012 | 25 April 2012
_ 13 March 2012 Blune2012° | 29 lune 2012
14 September 2012 21 December 2012~ ~ . 10 January 2013

(d) Stockholders’ Participation o S [

1, state, if any, the measures adopted to prdmoie 'lstockh.older particlpation In the Annual/Special
Stackholders’ Meeting, including the nrocedure on how stockholders and other parties. Interested may
communicate directly with the Chalrman of the Board, individual directars or board committees. Include
in the discussion the steps the Board has taken to solicit and'undérstand the vlews of the stockholders as
well as procedures for putting forward propo;als at stockholders meetings. :

i .
BE
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{f)

T = ™

, Measures Adopted Comhunicaflon Procedure' TR
NA . NA E—
NA ; NA

. State the company policy of asking share holders to activel

y partlclpate in corporate decisions regarding:

3. Amendments to the company's constitution — part"lclpaticn In stockholders’” meetings
b. Authorization of addltional shares — partlclpatlon in stockholders’ meetings
In effect results in the sale of the company —

¢. Transfer of all or substantially all assets,. whlc‘hI

participation In stockholders meetings . . .. .

e i

a. Date of sending out notices:: 3 Apnl 2012

t

b. Date ufthe Annual/Special Stackholders Meetlng 25 May 2012

|
State, if any, questions and answers durmg the Annual/Speclal 5tockh0|ders Meeting,

I
_Result of Annual/Spacial 5tockh0|ders Meetlng s Resaiutlons I
an T T 3 TR [ T3
Hesolutlon ] - Dissentlng Abstalning j
Approval ol Declaratlon '
of Stock Dividends gz 56% NA '
Amendment 1o By- ; .
Laws to Change Date of ' : ;
Annual Stockhalders’ 92.56% oNA NA
Meeting ‘
Ratification of All Acts ool
-of the Board and 52.56% Na NA
Management

6. Date of publishing of the result of the votes take-n durmg the most recent AGM for all resolutions:

25 May 2012

(e} . Modifications

Does the company observe a minimum of 21 business' days for glvlng out of notices ta the AGM:-where
items to be resolved by shareho!ders are taken up? YE5l

State, if any, the modifications made in the Annual/SpemaI Stockhclders Meeting regulations during the most
recent year and the reason for such modlflcatlon ‘

sflcatlons

T Sy TR

ran

Reason for Modlficatlon

o cel e gy gy e e 1L

NA

NA

NA

Stockholders’ Attendance

{i)

Details of Attendance in the Annual/Special _Stdc_khmdé:r"s' Meeting Held:

. Typeof ;
Meetlng

Annual

Voting -

:  Names of Board
-~ members / Officers

Dateof ;

-hands, etc.)

e -
; %ofSH ?i"

2Attending I
i In Person |

Procedure (by |
; pell, show of -

Jerry Liu

Nicanor Lizares
Anthony Buyawe
Jorge Aguilar

25 May 2012 . Vlva voce

18.56%
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Martin Lorenzo
Tadeo Hilado
Brian Gregory Llu
Michael Llu

Jerry Liu

Michael Liu
Brian Gregory Liu
Anthony Buyawe

Special

Jorge Aguilar

7

December

2013

T o :
O |-
;
|

" Vivavoce .i| 0.05% 99.95% | 72.19%

.“1:

() Does the company appolnt an independent pdrty (InSpectors) to count and/or Valrdate the-votes at the

ASM/SSMs? No

{lil} Do the company’s commeon shares carrv one vote for one share? If not, disclose and give reasons for any
divergence to this standard. Where the company has more than one class of shares, describe the voting
rights attached to each class of shares Yes . :

(g) Proxy Voting Policies

State the policles followed by the company regard|ng proxy botmg In the Annual/SpeclaI Stockholders'

Meeting.

Companv s Policies

Execution and acceptance of proxies

| Proxlas sha'll be made In writing, signed and in accordance

| and Exchange Commission.

with the exlstmg laws, riles and regulations of the Securitles

Notary

Uniess requlred proxy form may not be notarized

Submlssion of Proxy

: "_the Corporate Secfetary not later than seven (7) days prior to
‘ the‘date'of stockholders’ meeting for proxy validation.

Duly accomphshed proxies must be submitted to the ofﬂce of

Several Proxies

Same procedure as above.

Validity of Proxy

forthe rneetlng at which it has been presented to the

Unless otherwise provided In the proxy, it shall be valid only

‘Secretary. Tl

Proxies executed abroad

Proxies executed abroad shall be duly authenticated by the
Philippirie Einbassy or Consuler Office.

Invalidated Proxy

Proxies which are not properly executed shail be considered
void-and shall not be considered in the counting of votes.

Valldatlon of Proxy

Val.ldatlon of proxies shall be held at the date, time and place
as may be stated In the-Motice of the stockholders’ meeting -
whrch in no case shal1 be less than.five {5} calendar days prlor
to the date of stdckholders meeting.

Violation of Proxy

Sh_all render suc,h. proxy vold.

[(h) Sending of Notices.

State the company’s pohcies and procedure on the sehdlng of notices of Annual/Special Stockholders

Meeting.

which the meeting is called.

The notice shall state the place, date. and hour of’
the meeting, and the purpose or purposes for

E e T e
] Procedure -
Notices for regular or special meetlngs of
stoskholders may be sent by the Secretary by
per}.onal delivery, by ordinary or reglstered mail,
by facsimﬂe, by electronlc mall or by publication

41



2} Treatment of Minority Stockholders

in newspapers of general circulation published in
.| Metro Manlla, at least 2 weeks prior to the date

,oflthe‘r-le ting to each stockholder of record at
his last khawn address

{l} Definltive Informatlon Statements and N;Ianagernent Report

"Number of Stockholders entitled to receive | . I
Definltive Informatlon Statementsand-. .. - . , 85 . it
- Management Report and Other Materlals e
- Date of Actual Distribution of Definitive © - i
‘Information Statement and Management Report " !
and Other Materlals held by market
. particlpants/certain beneficlal owners
1 Date of Actual Distribution of Definitive .
Infermation Statement and Management Report
: and Other Materials held by stockholders -
( ¢ State whether CD format or hard coples, were
i distributed
i If yes, Indicate whether requesting stockhclders
: were provided hard coples- L

v,

et oy ity st i,

|
3 Abr'nlzoiL
K
)

3 Aprli 2012

> =" prpur s e,

|
"HARD COP[ES_

: stbckhclde:rs’ were provided hard coples
I

Does the Notlce of Annual/Special Stockhbldéfs' Méetlng im;'lude the following:

‘ ‘ ‘ -1
Each resolution to be taken up deals'With only oné_ljtér‘n. : i _ ‘ YES

Profiles of directors {at least age, qua|lflcatlon date of first ap&pc{int‘ment,
experience, and directorships in other lqsted compames) norrih ted for - YES
electlon/re-election. ‘ 7 ’

The auditors to be appointed or re- appomted : :‘ T ; ' : YES
L

An explanation of the dividend policy, If any. dlvtdend Is to. {ae dgidared. YES

The amount payable for final dw'ldends Tl ' ‘ YES

Documents required for proxy vote. ‘ ‘ T o ' .l- : YES-

'pl?ase indlcate the reason thereto.

T
Should any of the foregoing information be not disclosed

'

{a} State the company’s policles with respect to theft.re:étrhgﬁtfﬁg rﬁlrxdrity stockholders.

NA D

NA e NA

NA EEEER B AN NA
|

3 fcjlL board of directors? Yes

(b) Do minority stockhalders have a right to nominate candidate




1)

2}

3)

M. BOARD, DIRECTOR, COMMITTEE AND CEO AII’PIRIAIS_AL". .

INVESTORS RELATIONS PROGRAM " E . i ) _"

Discuss the company's external and internal communlcations polic
Disclose who reviews and approves major company announcement
respansibility, If It has been asslgned toa comm:ttee

i
es and how frequently they are reviewed, -
5. Identify the committee with this

|

There is an Investor Relations Officer within. the C'ornpam}, which sLhaE be tasked with --

1. Creation and Implementation of an Investor relations prc
fully informs them of corporate activifies: .
2. Formulatlon of a clear policy on communicating br

grL m that reaches out to all shareholders and

re#dting relevant |nformat|on to Company

stakeholders and to the broader Investar community acgurately, effectively and sufficlently;
3. Preparation of disclosure documents to: thc=_I SEC and the PIuII}Pplne Stock Exchange, and

The Investor Relations Officer reports to ‘the Chlef Flnanclal
disclosures to the SEC and PSE, .

Describe the company’s Investor relatlons pfogra'm Including its to

communlcation with s stockholders; other stakeholders and the

I
Offlcer who shall oversee all reporting and
nmunications strategy to promote effective

public In general. Disclose the contact detalls

{e.g. telephone, fax and emall) of the officer responsible for Investy

|- Accurately and e
{eg financial pe rofr

{1) Oblectives

T r%lations,

rectivaly communicate major corporate news
mance, new customers, expansion)

{2) Principles . | Timellness, teuthfy]

ingss and transparency

{3) Modes of Communications Press releases, int

EWS

.{4) Investors Relations Officer 'Anthony Buyawe

Sh‘eerly Salazar

Y . 1

What are the company’s rules and procedu(eg’governlr‘\g thé'achui

Ny

ition of corporate control In the capital

markets, and extraordinary transactions such as hiérger-s and'Sa]er oq_substantlal portlons of corporate assets?

{1} Thorough assessment and due dfhgence (2) Board nppruvuf 0)
i

regufutory approvals, {4} disclosure of transoctran s
. ] N N N . t .
Name of the Independent party the board of d1rectors of the ch mg

I
transaction prlce i | . i
. i

.

tr_anécrct!on value and structure, (3) obtoin

appointed to evaluate the falrness of the

: [ .
The Compony uses several financlal advisors dependmg on the_ r:mJur‘ and requiremertts of the tronsactian.
; ! ‘
N
1

CORPORATE SOCIAL RESPONSIBILITY INITIATIVES

Discuss any inftiative undertaken or pr0posed io be undertake b/ the company.

Disclose the process followed and criteria used in assessing
committees, individual director, and the CEQ/President: -

Tree planting : vitly
Rlver cleaning - ' Community
Aid to typhoon victims Typhoan victims

th% annual performance of the board and its
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: Self Evaluatipn By sharehold rs {
Board of Directors at annual and special meeting Flnanclal - Performance,  Good
_ of stockholders . . ‘Corporate Qovernarice
Board Committees Self Evaluation - - ‘ Perfarmance of responsiblfities
Individual Directors Self Evaluation = - .. ‘Performance of respansibiities
CEO/President Board evaluation: . Accomplishment qf previously
T ' : -set goals, strategles and targets
INTERNAL BREACHES AND SANCTIONS - . - "~ . ! |
Discuss the Internal policles on sanctions Imposéd for an\,r vlolal;fun or breach of the corporate gavernance manual
involving dlrectors, officers, management and employess AR R R 1Y
| i i
. N iy HEL k AT ¥ : 3 il
First Violation -, -, 1" |-Sublject gergon shall be reprimanded
Second violation ‘ ! susgedstbn from the office shall be imposed,
Third Violatlon Lo | removallfrgm offlce shall be Imposed.
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